4130

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

S 2 w—‘.m"m
el O -y TNy

F
8deral Reserve Board on Tuesday, February 9, 1926 at 11:10 a.m.

PRESENT: Vice Governor Platt
Mr. Hamlin
Mr. Miller
Mr. James
Mre Cunningham
Mr. Eddy, Secretary
Mr. lcClelland, Asst. Secretary r

Th? minmutes of the meetings of the Federal Reserve Board held on
Febr“ary 5th and 6th were read and approved.

Report of Committee on Salaries and Expenditures on letter dated J
Febr“ary 5th from the Comptroller of the Currency, recommending approval of ﬂ
M Inoreage from $3,000 to $3,300 per annum in the salary of National Bank E
fEe “xaniney We W, Kane, Jr.; the Committee also recormending approval.

Approved.
Report of Committee on Salaries and Expenditures on letter dated
Fébruaqf9th from the Comptroller of the Currency recormending approval of

85
alary of #3600 per anmum for National Bank Sxaminer O. A. Anderson, to |4

be i
assigned to the 9th Federal Reserve Districts the Committee also recom- ﬁ

n
“tding approval .

Approved.
Report of Committce on Salaries and Expenditures on letter dated E

Fep .
! TUary 4th from the Chairman of the Federal Reserve Bank of Kansas City, |
‘ g
esting approval of the action of the ixecutive Committee of that bank
in
1ncreasing the salary of Mr. R. B. Hewitt, Field Agent, from 33300 to

¥4
200 Per annum, effective February lst; the Committee also recommending

{ *Porovay ,

"
Approved. ‘
£
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Report of Committee on Examinations on letter dated February 5th from

t
he Federal Reserve Agent at Cleveland, recommending approval of application

0 .
: T the Guardian Trust Company, Cleveland, Ohio, for permission to establish

o bra«nch at the southwest corner of Ste Clair Avenue and Parkwood Drive;
e Committee also recomending approval e l
Approvede

- Letter dated February 2nd from the Chairman of the Federal Reserve
S of San Ffancisco, with further reference to his letter of January 6th
Buggesting the elimination from the Federal Reserve Act of that provision
wh-ich requires the Chairman of a Federal Reserve Bank to make public the
g g 0f nominating banks in elections of Class A and B directors; the
chaiman pointing out, as an indication that nominating banks are approached,
Hha in the recent election of a Cldss B director of that bank two member
ey in Oregon and two in Washington nominated lire Z. H. Cox, and fifteen
x oregOH and ten in Washington nominated lir, Ralph Pe Merritt, but that
% the balloting three in Oregon and three in Washington voted for MMre
Merritt while nine in Oregon and seven in Washington voted for lMr. Coxe

After discussion, the Law Committee was regquested -
to report to the Board as to the advisability of the
amendment suggested by lire Perrine
Report of Committee on District #7 dated February 5th, with reference

‘t the Comittee's investigation in connection with the proposal of the
ederal Reserve Bank of Chicago to erect a building to house its Detroit

By,
Wk, ag follows:
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"Pursuant to a Resolution adopted by the Federal Reserve
Board directing the Committee on the Seventh Federal Reserve
District to investigate conditions and the needs and necessities
of a building in which to house the Detroit Branch of the Federal
Reserve Bank of Chicago, the Committee visited Detroit on
February lst, 1926

After a preliminary conference with the committee represent-

ing the Federal. Reserve Bank of Chicago, consisting of Mr. Heath,

Governor MeDougal and Director Crapo, and Directors Inglis and Staley

and llanaging Director Cation of the Detroit Branch, your committee
proceeded to investigate the Branch Bank of that city and noted the
present set-up and conditions under which this branch functions,
which are as follows:

1lste. The main office and work rooms occupy three floors
of the Congress Building in Detroit, which have a floor space of
approximately 15,440 square feete.

2nd.. The Federal Reserve Agent's Department is located
in the Wayne County and Home Savings Bank. There is a separate
vault space in this bank alloted to the Detroit Branch of the
Federal Reserve Bank of Chicago, and one small room occupied by
three people in which the records and all business of this de-
partment is transacted. This annex is located approximately three
blocks from the main office.

3rd. The Cash Department of the Branch is located in the
First National Bank Building in the city of Detroit. It has for
its own use two cages on the main floor and a working space on
the Eighth Floor of said bank building. The space on the Eighth
Floor appeared to be very inadequate for the needs of this depart-
ment. This annex is located approximately three and one half
blocks from the main offices

Your committee was impressed with the fact that all avail-
able space alloted to the branch in the various buildings hereto-
fore mentioned, was fully utilized. This branch could very con-
veniently use more space than it now occupies.

At a conference *later in the day in which all committees
participated, the necessity and advisability of erecting a suit-
able building for housing the Federal Reserve Branch at Detroit
was fully considered both from the standpoint of erecting a build-
ing on the lot now owned by the bank, and also from the standpoint
of an exchange of the lot now owned by the bank for one equally
suitable and probably of less value.

In the opinion of your committee, the proposition to ex-

change, as outlined by the Detroit committee, offered no advantages,

as the total cost of the property offered in exchange would incur
as great an investment for a building site as would the one now
owned by the bank and the location would not be as desirable."

Al for FRASER
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"At this meeting the Detroit cormittee and the committee
representing the Federal Reserve Bank of Chicago, passed a
resolution recormending the present site owned by the bank as the
most suitable one on which to erect a building for the needs of
thig branch; in this recormendation, your committee concurs.

The committees of the Federal Reserve Bank of Chicago
and of the Detroit Branch were of the opinion that the statutory
allowance of Two Hundred and Fifty Thousand Dollars ($250,000)
would not be sufficient for the erection of & suitable building
to serve the needs of the Detroit Branch, therefore, it would be
necessary for them to ask the consent of Congress to erect a suit-
able building for its needs; the total cost of which, your committee
has been assured, will be submitted to the Federal Reserve Board
for its approval in the very near future.

In view of the conditions existing at the Detroit Branch
and the importance that attaches to this city and the nineteen
counties served by this Branch, your committee would recommend
the erection of a2 suitable bank building to serve the needs of
this Branch of the Federal Reserve Bank of Chicago; the cost of
same to be detemined by the Federal Reserve Board when the proposi=-
tion is submitted to them." :

Upon motion, it was voted to accept and approve
the above report.

Letter gatea February 3rd from the Chairman of the International Acceptance

3
%k! Ine,

tpq .
x5 Company to transact certain business of a kind not undertaken by the bank

ltself.

Upon motion, it was voted to refer the above
matter to the Law Committee for advice as to whether
any action by the Board is required.

Memﬂl‘and.um from Counsel dated February 6th, with reference to the appli-

Qati
Ons of llessrs. Je« Ee Carr, Cecil B. Dellille and D. .M. Dorman, for permission

to

8 ; :
®TVo at the same time as directors of the Bank of America and the Commercial

ati
%3l Trust and Savings Bark, both of Los Angeles, and as officers of the

log
Angeles Branch of the Bank of Italy; the Board having recently granted

g0 for FRASER
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the applicents pemission to serve the Bank of Americe and the Commercial

Yationay Bank, which has since changed its name to the Commercial National
E ,Trusf and Savings Bank; the Law Committee concurring in the recommendation
°f Coungel that the Bank of Italy Branch and the Commercial National Trust
and Savings Bank are in substantial competition, and that the applications
%8 refuseq as to the Bank of Italye

Upon motion, it was voted to approve the
above recommendation.

i Memorandum from Counsel on letter dated Jeanuary 19th from' the Chairman |

°f the Pederal Reserve Bamk of St Louis, with reference to local attorneys
*Mployed by that baumk in commection with collection suits brought against the
1" Pedera) pegerve Bank in Little Rock and in St. Louis, and stating it is their
understanding that in future such appointments should be subject to the ap-
Proval of the Federal Reserve Board; Counsel in his memorandum expressing

the Opinion that an attorney emplc;yed to represent a Federal Reserve Bank

n g Particular collec;tioﬁ suit or for the handling of any single case may

be
®mployed or compensated by the Federal Reserve bank without securing the

& 3
PProval of the Boards

After discussion, lire Miller moved that for the |
purpose of administering that provision of Section 4
of the Federal Reserve Act which reads - "Any compensa- 3
tion that may be provided by boards of directors of
Federal Reserve banks for directors, officers or employees 4
shall be subject to the approval of the Federal Reserve ~
Board", the Board rule, in answer to the question raised
in connection with the letter from the Federal Reserve
o Bank of St. Louis, that compensation paid to an attorney
employed by a Federal Reserve bank in the prosecution of
a suit or otherwise be held to be compensation requir-
ing the approval of the Federal Reserve Boarde

hfor FRASER
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Carried, liessrs. Platt and Hamlin voting "no"e }
Mr. Miller then moved that the above action be referred :
to the Cormittee on Salaries and Expenditures with the re- {
quest that the Committee submit to the Board a practical 7
method of procedure to be followed in the matter referred (
toe f
Carriede. }
3
Memorandum from Counsel on the matter referred to him at the meeting on - 3
J j . | i
Rary 26th, namely, letter dated Jamary 23rd from the Governor of the
by
Sdera) Reserve Bank of Minneapolis, with reference to the guthority of one
Pe
deral Reserve benk to rediscount with another promissory notes discounted
b,
Vit gor its member banks; Counsel expressing the opinion that loans made
b
V Federa] Reserve banks to member banks on their collateral notes under r
A ) i i
8 ‘
¢tion 13 o7 the Federal Reserve Act may properly be rediscounted by other E
Fe _ !
dera) Reserve banKs, in accordance with Section 1l (b)e i
4
Approved. j
3
In this connection the Secretary pointed out that
Counsel had not referred to the suggestion contained
in the sbove letter from the Governor of the Federal
Reserve Bank of Minneapolis that Section 11 be amended i
so as to permit one Federal Reserve bank to discount for ég{_
another its own note collateraled by eligible paper,
goverment securities or member bank notes collateraled i
by eligible paper or government securitiese [
: 4
Upon motion, the Law Committee was requested . I8
to report to the Board on the advisability of this 1
suggested amendment. ‘;
T4
%
Memorandum from Counsel dated February 4th, with reference to letter i
.- dag : 4
a b o January 30th from the Governmor of the Federal Reserve Bank of Boston, .
l
T
Mesting a ruling as to the eligibility for rediscount at a Federal Reserve
E,
gl for FRASER
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barge as factors' paper of notes of a warehouse company secured by notes of
lts Customers against advences made by the company to its customers on butter,

%8s ang poultry stored in the company's own warehouse; Counsel expressing the

f 3
°110Wing conclusions and submitting draft of letter to the Governor of the |
P : :
®dera] Regserve Bank of Boston advising accordingly:

(1) Notes of customers of a cold storage warehouse
company when endorsed by the company are eligible

for rediscount in the hands of a member bank, if the
proceeds have been used for an agricultural or com-
mercial purpose end the notes comply in other respects
with the law and the Board's Regulations.

(2) If the company is in reality a factor, the notes :
7qv of the company issued in its capacity as factor for g
s the purpose of making advances exclusively to producers
of eggs and poultry or other staple agricultural products ,
in their raw state are eligible for rediscount when ?
complying with all other relevant requirements.

(3) Butter can not be properly considered a staple agri-
cultural product in its raw state within the meaning of
the Federal Reserve Act or the Board's Regulations.

After discussion, lMre Hamlin moved approval of
the conclusions reached by Counsel in his memorandum
and of the proposed letter to the Governor of the
Federal Reserve Bank of Boston, with the exception
that Counsel be requested to consider further, after
consultation with the Department of Agriculture, the
question of whether butter may properly be considered
a staple agricultural product in its raw state, and ,
that the Governor of the Boston bank be invited to i
submit further corment on this matter. i

P Carried.

i D ;
o ) Taft of reply to letter dated Jamary 14th from the Deputy Commissioner

£y _.
Sking of the State of lichigan, with reference to the granting of trust 1
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TS to national banks in that state; the proposed reply advising of the
Opi:
Muion of tne Board that it is authorized to grant to any national bank

log :
ated in the State of lichigan and having a capital equal to or greater

t
hay the capital required for the organization of state banks in the place
in .
[ Waich it is located, the right to act as executor, administrator, guardian

of
states and committee of estatesof lunaticse

Upon motion, the proposed reply was "
approvede
Hemorandum dated Jamary 5th from the Chief Exsminer, submitting and
°°r:m9nting on report of exemination of the First National Corporation of
A ,Bo,ston' mede as at the close of business June 19, 1925. [
Ordered circulated. |
Report of Examination of the Federal Reserve Bank of San Francisco
its branches, made as at the close of business July 11, 1925. ‘
Referred to the Committee on Examinations
and Committee on District #12.
The Vice Governor then referred to several telegrams reporting the
m:sing Of small non-member state banks, and following discussion, yir.
t °F Mmoved that the Viee Governor direct the Division of Research and |
t:::stics to prepare for the Board a full report with respect to losses ;
POsitorg in connection with failed banks throughout the countrye l
Carried. .
gyh Ql‘itt Report of Committee on Examination on application of the Bank of

e
8 Wen County, Marion, Arkensas for membership in the Federal Reserve
VStg
m o

d for sixty shares of stock in the Federal Reserve Bank of St. Louis,.

Qi FRASER {
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thig being the new institution organized to succeed The Crittenden County
Bank. the admission of which was discussed with the Board by the Federal
feserye Agent at Ste Louis at the meeting on February lst; the Committee
I'e(’°n’llf31:1ding approval of the application, subject to the conditions contained
i the Board's Regulation H and to the following additional conditions:

(1) You shall agree not to pay any dividend until you
have a surplus of $10,000.00, and thereafter prior to
the payment of a dividend you shall carry to surplus
account not less than one~tenth part of your net profits
for the preceding dividend period until your surplus
fund shall amowmt to twenty per cent of your capital
stocke

(2) That responsible parties shall guarantee in writing
the collection of at least one hundred thousand dollars
($100,000.00) from stock assessment on stockholders of
the Crittenden County Benk, to be used in eliminating
undesirable assets taken over from it by the Bank of
Crittenden Countye

Upon motion, it was voted to approve the
above application, lir. Cunningham voting '"no".

iy
=RT§ OF gSrAWDING COMIITTEES:

D

ated" February 5th, Recommending chenges in stock at Federal Reserve Banks,

6th, as set forth in the Auxiliary ilimute Book of this date.

Datg a 8th, Approved.

» February 9th, Recormending action on applications for fiduciary
powers as set forth in the Auxiliary liinute Book of
this date. :

Approved.

y February 9th, Recormending action on application for fiduciary
powers as set forth in the Auxiliary IMimute Book of
this date.

Refused.

» February 9th, Recommending action on application for fiduciary
powers as set forth in the Auxiliary Minute Book
of this datee

Ordered held.

Dateq

D&ted_
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Eporns op STANDING COMMITTEES: (Cont'd) , 3
Dateg

» February 9th, Recommending action on application for admission of
state bank, subject to the conditions stated in the
individual reports attached to the application, as ,
set forth in the Auxiliary Mimte Book of this date. g

ateg Approved.
» February 5th, Recommending approval of the application of ire Wme 3
Abbott Phillips for pemission to serve at the same b

time as director of the Chemical National Bank, New

York City and as member of & firm of Private Bankers

of Dillon, Read and Company, New York Citye
Approved.

The meeting adjourned at 12:35 peme

L |

Secretarye.

T

—
—
-

Vice=Governore
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