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

Federal Reserve Board on Tuesday, Larch 16, 1926 at 11:00 a .ra •

PRESENT: Vice Governor Platt
Mr. Hamlin
Mr. Miller
Mr. James
Mr. Cunningham
Mr. Eddy, Secretary
Mr. McClelland, Asst. Secretary

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

11th were read and approved.

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

12th were read and approved as amended.

Telegram dated Larch 12th from the Chairman of the Federal Reserve

Of Atlanta, advising that the board of directors at their meeting on

that 
day made no a:hangs in their existing schedule of rates of discount

a• •dptu'chase.

Noted.

Letter dated March 11th from the Secretary of the Federal Reserve

141011c of New Yo!.c, advising that at the meeting of the board of directors

O that day no change was made in the schedule of rates of discount and

PqrWiase in effect at that bank.

Noted.

Letter dated March 11th from the Federal Reserve Agent at New

advising that the Bank of the Manhattan Company, New York City, has

13°611 authorized by the New York State Banking Department to establish a

bli°41ch at 41-02 Bell Boulevard, Bayside, New York.

Noted.
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Letter dated liarch 11th from the Federal Reserve Agent at New

alvising that the Liberty Bank of Buffalo, N. Y., has been author-

ized by the State Banking Department to establish a branch office at 52

ngle Street, Buffalo.

Noted.

Report of Committee on Examtaations on letters dated I:arch 4th

from the Federal Reserve Agent at New York, advising that the American

thaioll Bank, Hew York City, has been authorized by the State Banking De-

la'Innaent to exercise fiduciary powers, and further, that on and after

Liarch 15th the main office of the bank will be located at 820 Broadway

ata its present office at 10 East 22nd Street will be removed to Broadway

a't 21st Street as a branch.

:Toted, with approval.

Report of Committee on Examinations on memorandum dated March

144 from the Comptroller of the Currency, recommending approval of an

aPplication of The Citizens National Bank of Valliant, Okla. for permission

to reduce its capital stock from ,,30,000 to.'?25,000 on condition that no

111°11eY be returned to the shareholders, but that the funds set free by the

l'ecluctien, with the ImPnimous consent of the shareholders, remain the

cIPertY of the bank, and with the further condition that a voluntary

e°4tribution of 4500 in cash be made by the shareholders; the Committee

ea so
recommending approval.

Approved.

Report of Executive Committee on letter dated March 12th from
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the Comptroller of the Currency, recommending approval of an increase from

';2700 to „?3,000 per annum in the salary of National Bank Examiner Leo

Shapirer; the Committee also recommending approval.

Approved.

Report of Cammittee on Examinations on letter dated March 6th from

the Federal Reserve Agent at San Francisco, advising that the Bank of Italy

4as purchased the head office of the Bank of Los Banos, California and at

close of business on that day would consolidate its business with the pros-

°Ilt branch of the Bank of Italy at Los Banos; the Federal Reserve Agent ad-

that the absorption of this bank will not materially change the

general character of the assets of the Bank of Italy or broaden the functions

ezereised by it.

Approved.

Report of Committee on Examinations on letter dated Larch 13th

*pill the Federal Reserve Agent at Atlanta, transmitting and recommending

aPPI val of an application of the Citizens Bank, West Point, Georgia, for

141111assion to take over the assets and assume the liabilities of the First

i n
-4al Bank of ,:est Point; the Comnittee also recommending approval.

Approved.

Letter dated March 11th from the Federal Reserve Agent at Chicago,

g3-1(3t111C letter addressed to him by the Deputy Superintendent of Banks of

Ile State of Iowa, stating that the proposed absorption of the Clark National

114ak Of Newton, Iowa, by the Jasper County Savings Bank of Newton has the
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Mr. Hamlin

LI• Baker, who

lit laat ion of

of that department.

Upon motion by Lir. Cunninjaam, it was voted to

formally approve the above consolidation, the Board

on February 18th having voted to approve same, if and

when approved by the State banking authorities.

then stated that it had been suggested that Honorable
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Newt on

has been employed by the Board as Special Counsel in recent

System-wide importance, appear before the Conference of

Governors of the Federal Reserve banks to be held in Washington beginning

4Mil 22nd to discuss with the Goveraors the cases in question.

Upon motion by Llr. Hamlin, the suggestion that

Lir. Baker be invited to come to Washington to meet

with the Governors in their conference was approved.

Memorandum from Counsel on the matter referred to him at the meeti
ng

Q11 March 9th, namely, letter dated Ilarch 5th from the Chairman of the
 Federal

4serve Bank of Nev York, transmitting a circular of the Credit Utility

C°r1zoration of Now York in which it is stated that the Federal Reserve 
Board

has 
described their system as "an intensified part of our comercial banking

aYatem"; Counsel submitting draft of a letter to the Credit Util
ity Corpora-

t1011 stating that while it is true that in an article published in the 
Federal

eaervo Bulletin for January, 1923 the statement was made that 
finance corn-

are an intensified part of our commercial banking system, 
this statement

W45
 Zot intended to endorse or approve the system used by any 

particular finance

"elledit company, but was merely a part of a discussion 
of the activities of

CO companies generally, and requestinr7 that in the 
future the Company's

lett()-I's or advertisements contain no statement which may lea
d to the im-
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Pression that it or its business methods have been in any way recognized,

,aPproved or endorsed by the Federal Reserve Board.

Upon motion, the proposed letter was approved.

Memorandum from Counsel dated March 11th, with reference to letters

dated March 9th and 11th from the General Counsel of the Federal Reserve

Bank of New York and the Federal Reserve Agent at Boston, respectively,

both Withreference to an insurance company doing business in Kansas City,

ICallsas, under the name "'Federal Reserve Life Insurance Company"; Counsel

calling attention to the Board's recent action in racannending to Congress

the enactment of legislation, since introduced, which would prevent the

Use of the words "Federal" and "Reserve" as part of the title of banks,

corporations and firms other than Federal Reserve banks and other Federal

corporations, and suggesting that copies of the above letters and enclosures

be transndtted to the Chairmen of the Banking and Currency Committees of

the House and Senate in order to bring this matter again to their notice

with the hope that some action may be taken on the pending legislation.

Upon motion, Counsel's recommendation was

approved.

Letter dated ',larch 13th from the Chairman of the Federal Reserve

13411.2c of New York, referring to inquiry made by the Secretary, in accordance

with the Board's action of ilarch 12th, as to the status of the work of the

Pea,
-ral Reserve Agents' Committee on Bank Examinations; the Chairman aum-

arizing the activities of the Committee to date and stating that tentative
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Of a report has been prepared for discussion at a meting to be held

in Neu York on Mmich 15th and 16th, as a result of which meeting it is hoped

the Committee my be able to make substantial and prompt progress with the

view Of discussing matters with the Board's Committee on Examinations at

44 early date.

Noted.

In this connection, the Secretary referred to the Board's instructions

Of Llarch 12th that inquiry be made as to what Professor 0. n. W. Sprague

is and has been doing in connection with the work of the Federal Reserve

4Zelats, Committee on Examinations, the Federal Reserve Agents' Committee on

1158erves and the so-called Advisory Committee, in order that the Board may

be in
Position to determine whether or not it wishes to continue him in its

er1111°Y• He stated that the inquiries had not been directed to the Committees

aa he was informed Professor Sprague expected to be in Washington next week

14 which event it would probably be more satisfactory to discuss the status

(1f his employmont with Professor Sprague himself.

After discussion, Mr. Miller moved that the
matter of the continuance of Professor Sprague's
employment by the Board be referred to the Executive

Committee with Dauer.

Carried.

Matter ordered circulated at the meeting on March 4th, namely, nem-

°1'aaullm4 from Counsel dated February 26th on the subject of flour and bran as

11°21-Perishab1e readily marketable staple agricultural products, which may be

144MS the basis of sight and demand drafts eligible for discount or purchase by
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Federal Reserve banks under Section 13 of the Federal Reserve Act; Counsel

expressine the opinion that flour and bran :thauld not be classified as

not-perishable readily rnrketable staple agricultural products within the

raeaning of the third paragraph of Section 13.

Upon motion, the opinion expressed in Counsel's

memorandum was approved and it was ordered that Federal

Reserve banks be advised accordingly.

Memorandum from Counsel submitting draft of reply to letter dated

Pebrucry 26th from Honorable George P. McLean, United States Senator,

viith Which he transmitted a letter from Mr. E. G. Dunn of Mason City,

commenting on the policy of the Federal Reserve System, an
d criticiz-

ing particularly the Federal Reserve Bank of Chicago in its dea
ling with

the City-Commercial Savings Bank of Mason City, a member bank,
 now closed;

the Dr0posed reply transmitting copy of a letter from the Federal Re
serve

Agent at Chicago, to whom Mr. Dunn's communication was referred, in
 which

the Federal Reserve Agent makes a full statement of facts in the matte
r

eomplained of and describes the course of action followed by the Federal

aeserve bank in its relations with the member bank referred to.

Upon motion, the proposed letter was approved.

Ilemorandum from Counsel, prepared in accordance with the Board's

l'equest of February 16th, submitting a proposed amendment to Section 11

(b) of the Federal Reserve Act which would make effective the suggestion

Of the Governor of the Federal Beserve Bank of Minneapolis in his 
letter

Of Jal4luarY 23rd, that one Federal Reserve bank be 
authorized to rediscount

the note of another Federal Reserve bank when secured by 
eligible paper
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or United States government obligations or by member banks' collateral notes

secured by eligible paper or United States government obligations.

In accordance with the opinion expressed at the
meeting on February 16th that the Board should take
no action at this time to secure passage of the amend-
ment in question, Counsel's memoranda= was noted and
ordered filed.

Mr. Platt then referred to the action of the Board at the meeting on

:larch llth in voting to lay on the table application of the Citizens and

Southern Bank, Savannah, Ga., for permission to take over the Merchants

Batik of Valdosta Ga. and operate it as a branch* By unanimous consent,

the matter was removed from the table and Mr. Platt submitted the follow-

Lac memorandum:

"I recommend that the Citizens & Southern Bank of Savarnah, Georgia,be 
b..A.ven permission by the Federal Reserve Board to take over and operate

04 a branch the Merchants Bank of Valdosta which has been in the possession
t the family of Mx. Mills B. Lane, President of the Citizens & Southern
" Ina31.7 years for the following reasons:

(1) The Federal Reserve Agent at Atlanta states that the Merchants
Bank is a strong bank in good condition and that the Citizens and
Southern is likewise a strong institution. Hence no reason exists
why we should not approve the consolidation of the two institutions.

(2) The State Superintendent of Banks has certified that by the
consolidation of the Merchants Bank with the Citizens and Southern
and the conversion of the former into a branch of the latter the
Public convenience and advantage will be promoted.

(3) The Federal Reserve Agent at Atlanta has recommended the consoli-
dation and conversion of the Merchants Bank into a branch of the
Citizens and Southern.

(4) Not only the Executive Committee of the Federal Reserve Bank of
Atlanta, but the Board of Directors has approved the application.

(5) There is every reason to believe from the statements of Congress-
man Branch, who represents the Athens, Georgia, district in the House
Of Representatives, and from a recent editorial in the "Banner Herald",
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"an Athens newspaper, that the establishment of the Citizens and

Southern branch in Athens by permission of the Federal Reserve

Board last August was a great advantage to the community and
there is certainly no reason to believe that the establishment
of a branch in Valdosta, which is Mr. Lane's native town and
Which he would naturally take some pride in serving, can prove

otherwise than beneficial.

(6) Mr. Newton, the Federal Reserve Agent at Atlanta, has

stated in a recent letter that the conversion of the Merchants

Bank into a branch of the Citizens and Southern will, in his

opinion, not unfavorably affect the other banks in the city

Which has at the present time only one member bank.

(7) The Merchants Bank, being at present a non-member, the

Federal Reserve System would gain by bringing it into the System
as a branch of a strong institution like the Citizens and Southern.

(8th and last) The Citizens and Southern joined the Federal

Reserve System under the general condition of membership and with-

out the branch'bank condition. The Board therefore has no legal

right to refuse it permission to establish a branch unless on
the ground that it would unfavorably affect the condition maintained
as a standard of membership at the time of its admission, and the

testimony of all parties is to the effect that this would not be

the case."

discussion, Mr. Hamlin moved adoption of the following resolution:

"WHEREAS, at the time the Citizens and Southern Bank of Savannah,

Georgia, was admitted to membership in the System on November 30,

1917, no specific condition with reference to the establishment of

branches was imposed by the Board, and the Board, therefore, has

no jurisdiction in connection with the above arplication on that
basis, and 

WHEREAS, it appears that the proposed absorption of the Merchants

Bank of Valdosta, Georgia, by the Citizens and Southern Bank would

not unfavorably affect the condition of the Citizens and Southern

Bank or the consolidated institution,

THEREFORE, BE IT RESOLVED, That the Federal Reserve Board approve

Of the Citizens and Southern Bank taking over the Bank of Valdosta

and operating a branch in its premises."

1.1r. Hamlin's motion being put by the Chair was

carried, Mr. Cunningham voting "no".

•54
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The Secretary then presented draft of reply to letter dated March 9th

fro m the Chairman of the Committee on Banking and Currency of the United States

Sellate, requesting an expression of the views of the Board. with regard to

S. J. lies. 66 to authorize the Federal Reserve Bank of Iddhmond to contract

fcr and erect in the city of Baltimore a building for its Baltimore Branch,

13r"ided the total amount exoended in the erection of said building shall not

e ceed the sum of a1,025,000; the proposed. reply (1) Stating that the Federal

aeserve Board is of the opinion that in order to house adequately the Baltimore

it will be necessary for the Federal Reserve Bank of Richmond to erect

4 bililding for that Purpose; (2) Advising that the Board does not desire at

this tinae to express an opinion with reference to the amolmt which actually

hculd be expended in the construction of such a building, feeling that it is

f" Congress to determine whether it wishes to authorize an expenditure in

/3a1tt1flore in excess of the limit prescribed by Section 10 of the Federal Reserve

4", because of the size and importance of the city, or in view of probable

lic1117t11; (3) Suggesting that in the event Congress authorizes the construction of

4 building at Baltimore at a cost in excess of that nowalloned by law the

l'ea°111t1on adopted contain a proviso that the character and type of building

tc) be erected, the amount actually to be expended in the construction of such

blinding, and the amoant actually to be expended for vaults, permanent equip-

rtiertt, furnishings and fixtures shall be subject to the approval of the Board;

(4) Suggesting that the language of the resolution be clarified so as to state

'aPeeifioelly whether the expenditure of 11,025,000 is for building inclusive

ot* thia cost of vaults, permanent equipment, furniture and fixtures or for
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proper, exch'ding these items; (5) Enclosing statements comparing

the volume of business and number of employees at the Baltimore Branch with

the branches at Denver, Omaha, Little Rock, Jacksonville New Orleans and

Salt Lake City at which points buildings have recently been completed or are

111311er construction and setting forth the cost of such buildings.

Upon motion by Mr. Cur-ningham, the proposed.

letter was approved and copy ordered. sent to the
Federal Reserve Bank of Richmond for its informtion.

RePort of Committee on Salaries and Expendituras on letter dated :.:arch

12th from the Chairman of the 'Federal Reserve Bank of Richmond, requesting

the Board's a:iproval of the action of the board of directors of that bank

votinc to authorize payment of full salary to Lass Charlotte Meade and

Lirs. Iluffington, employees of the bank and. Baltimore Branch, respectively,

flf thirty day leaves of absence granted. the employees on account of

illness; the Committee recommending approval.

Approved.

aeport of Committee on Salaries and Expenditures on letter dated March

9th t-kmp,
the Chairman of the Federal Reserve Bank of San Francisco, requesting

413131‘eval of the action of the Executive Committee of that bank in voting to

to Mrs. :Ilse Klein, an employee of the Cash Department, a leave of

hence with pay for three months from ',larch 1st, with the understanding

that shcrald she fail to recover her health sufficiently to return to work

at 
that time, any further leave necessary must be without pay; the Committee

l'ee mending approval.

Approved.
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Of SAMDIITG :
Dated, 

March 12th, Recomending changes in stock at Federal Reserve Banks
13th, as set forth in the Auxiliary Minute Book of this date.

15th, Approved. .
Date 

15th,
12th, Recommending approval of the application of Mr0 Philip

G. Gossler for permission to serve at the sane time as

director of the Harriman National Bait, New York City
and as director of the Morristown Trust Company, Morristown,

N.J.
Approved.

Dated, March 15th, Recommending approval of the application of Mr. George

E. Brannan for permission to serve at the same time as

director of the Broadway National Bank and of the Lawrence

Avenue National Bank, both of Chicago, Ills.
Approved.

Dated, March 15th, Recommending approval of the application of Yr. William

Docking for permission to serve at the same time as officer

and director of the National Bank of Topeka, Kans. as of-

ficer and director of the Merchants National Bank, Lawrence,

Kans. and as officer and director of the Peoples National

Bank, Clay Center, :Kansas.
Approved.

Dated, March 15th, Recommending approval of the application of Mr. Ziebert

R. Levy for permission to serve at the same time as dir-

ector of the Roseland National Bank and as director of

the Kenwood National Bank, both of Chicago, Ills.

Approved.
Dated-, Larch 15th, Recommending apnroval of the application of Mr. C. T.

Jaf fray for permission to serve at the same time as dir-
ector of the Merchants National Bank, St. Paul, Minn.
as director of the First National Bank, Minneapolis, Minn.

and as Vice President and director of the First National

Bank, Sleepy Eye, Minn.
Approved.

The meeting adjourned at 1:00 p.m.

'144Sk
1k

Secretary.

Vice-Govemor.
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