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A meeting of the Federal Reserve Board was held in the office of the

Pederal Reserve Board on Thursday, February 4, 1926 at 11:00 o'clock.

The

PRESENT: Vice Governor Platt
Mt. Hamlin
Mr. Laller
Mr. James
Mr. Cunningham
Mr. Noell, Asst. Secretary

McClellArvi, Asst. Secretary

minutes of the meeting of the Federal Reserve Board held on January

28th were read and approved.

The minutes of the meetings of the Federal Reserve Board held on February

ist aad 2nd 'aere read and approved, as amended.

Telegram dated February 3rd from the Chairman:of the Federal Reserve Bark

of Philadelphia, advising that the board of directors on that day made no change

in the existing schedule of rates of discount and purchase in effect at that

ba4k,

Noted.

Retort of Committee on Salaries and Expenditures on letter dated February

ist frmn the Deputy Governor of the Federal Reserve Bank of ITew York, request-

approval of the employment of Mr. 0. Ernest Moore to act as Secretary to

ellvornor Strong with salary at the rate of 4i3,000 per annum; the Committee

l'ecoMTIending approval.

Approved.

Report of CoLgaittee on 2xaminations on memorandum dated February 2nd from

the Comptroller of the Currency, recommending approval of an application of the

National Bank, Gainesville, Ga. for permission to reduce its capital

stc)c.k fran •,:)125,000 to :75,000, on condition that no money is returned to the
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8hAreho1ders, but that losses, doubtful paper and "other real estate" to the

azioluit of the reduction be removed from the assets of the bank and trusteed

for the benefit of shareholders at the date of reduction; the Committee also

recommending approval.

Approved.

Report of Committee on Salaries and Expenditures on letter dated

Jan
-alarY 20th from the Chairman of the Federal Reserve Bank of St. Louis,

e4vising that if there is no objection on the part of the

8°4rd the executive committee of that bank will authorize

to the local chapter of the American Institute of Banking

Wber Of employees of the bank are enrolled; the Board's

l'aing approval.

Approved.

Federal Reserve

a payment of c660

in which a large

Committee recom-

Ilemorandum dated February 4th from the Secretary with refer nee to

letter dated February 2nd from the Federal Reserve Agent at Chicago, with

rekra.rd to a-oplications for permission to exercise fiduciary paaers upon

Which action has been deferred from time to time pending improvement in the

1344.kst condition as disclosed by subsequent examinations and calling at-

to the fact that they have on filaa number of these applications

Mite,
have been held for a considerable length of time; the Secretary recom-

ti4encling that the Board adopt the policy that where an application for fiduciary

)00rwe, is held subject to "next examination" and is not approved when the

Ile19°1't of that examination has been received and the case again -oresented to

the
the Board disapprove the application and require the bank to file
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no

4Uevi application if it desires to do so at any future time.

Upon motion, it was voted to approve the sug-

gestion of the Secretary.

Memorandum from Counsel dated February 3rd submitting draft of reply to

letter dated November 25, 1925, from the Governor of the Federal Reserve Bank

°f Chicago, in which the question was raised, and draft of a circular letter

to1,a.L.1. Federal Reserve banks, advising of the action taken by the Federal

8e191e Board at the meeting on January 28, 1926 in voting that canned corn

and other canned food products should not be considered non-perishable readily

Inarketable staple agricultural products which may be made the basis of sight

or demand bills of exchange eligible for rediscount or purchase at a Federal

.-33erve bank under Section 13 of the Federal Aeserve Act.

Upon motion, the proposed letters were approved,

.7:1r. Hamlin voting "no".

Draft of letter to the Federal Reserve Agent at New York, prepared in

accordance with action taken at the meeting of the Board on February 2nd,

reference to recent action of the Manufacturers and r2raders 2rast Company

Of Buffalo in absorbing the Central Park Bank and the Aiverside National Bank

Of Buffalo, and action of th) Mechanics Bank of Brooklyn in merging the Flatbush

State
Bank, both institutions having acted without the approval of the Board.

Following discussion, it was voted that the

above letter should be revised and resubmitted to

the Board for approval.

Letter dated February 1st from the Chairman of the Committee on Banking

44a 0
urrency of the Senate, requesting the views of the Board on S. 667, a

bill to amend Section 13 of the Federal Reserve Act so as to provide that no
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note, draft or bill shall be admitted to discount at a Federal
 Reserve Bank

Unless - (1) It is accaml?anied by a certificate of the member
 bank showing

both the rate of discount and the rate of commission charged th
e borrower,

and (2) The sum of the rate of the discount and the rate of th
e commission

charged by such member bank does not exceed by more than two per 
centum the

discount rate of the Federal deserve bank.

the

Thereupon followed a discussion as to the probable

intent of the proposed amendment, whether it was inten
ded

to regulate the rates at which member banks loan to 
their

customers or to prevent abuse of the credit facilities

of the Federal Reserve System. It was suggested that the

reply to the above mijit be based upon correspondence ex-

changed in 1921 by the then Governor of the Board with
 the

Governor of the State of Nebraska which had to do with 
the

margin between the rates at which member banks loan an
d those

at which they borrow from the Federal aeserve banks.

7ollowing the discussion, the above letter was referred

to Counsel for the preparation of a reply.

Memocandum dated February 2nd from the Fiscal Agent ca
lling attention

now form of government request for transportation prescribed
 by the

General Accounting Office and the regulation promulgated by 
the same office

a:°verning the issuance of such requests; the regulation requesting
 that each

executive department and independent office designate one of i
ts officials

to Procure all blank transportation requests books which may from
 time to

tirno be required by the establishment represented by him.

Upon motion, it was voted to designate the Fiscal

Agent as the procuring officer for the Board, with in-

structions to be governed by the suggestions of the

Secretary of the Treasury, with reference to the issue
,

care and accounting for all transportation requests.

to

The Vice Governor then presented telegrams exchanged with 
the Federal

''lessrve Agent at Chicago, with reference to the application 
of the Knoxville
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National Bank and Trust Company of Knoxville, Iowa, for permission to exercise

general fiduciary powers, action on which was deferred at the Board meeting

O al iTovember 17, 1925. The Vice Governor stated that the Office of the Comptrol-

ler of the Currency has now requested approval of the bank's application on the

basis of an examination recently completed, and called attention to the state-

Of the Federal _ieserve Agent at Chicago, to whom the matter had been refer,-

red, that the report of examination has not yet been received by him and that he

cloubts the propriety of recommending approval thereof until all facts were be-

fore him.

After discussion, 1:r. Hamlin moved that the

Board approve the application of the Knoxville

National Bank and Trust Company for permission

to exercise general fiduciary powers, subject to

the receipt from the Comptroller of the Currency

of a firm recommendation that such action be taken.

Carried,

'11r. :Mier, Chairman of the Special Committee appointed to rerort a

l'evision of the By-laws of the Board, then submitted drafts of Article IV,

"Ile -Executive Committee", and Section 2, Article XV, "Information and Publi-

cation, amended so as

°II January 26th.

to include suggestions made by the Board at the meeting

After discussion, the above sections were

tentatively approved, and the Secretary was in-

structed to prepare for submission to the Board
a complete draft of the proposed revision of the
By-laws, as tentatively adopted at the meetings

on January 26th and today.

Mr. James then reported informally that he had received coranunications

*()111 Directors Ottley and Hopkins of the Federal Reserve Bank of Atlanta, re-
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Slesting reconsideration by the Board of its action of January 28th in

withholding approval of an application of the First National Bank of West

Point, Ga. for permission to exercise general fiduciary powers. Mr.. James

stated that he had. conferred with the Comptroller of the Currency, on whose

l'econniendation the action was deferred, and had. advised. the directors of the

Atlanta bank that it would be necessary for the First National Bank of West

P°112t, Georgia, to greatly improve its condition before its application can be

41313roved by the Board.

OF STANDING COLUZITTEES:

Dated, February 3rd., Recommending changes in stock at Federal Reserve Banks
as set forth in the Auxiliary Minute Book of this date.

Approved..
Dated., February 4th, Recommending action on applications for fiduciary

powers as set forth in the Auxiliary Minute Book of

this date.
Approved..

413Proved:

The meeting adjourned at 1:10 porn.

Vice-Governor.

Assistant Secreta
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