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

Federal Reserve Board on Thursday, December 30, 1926 at 3:00 p.m.

PEESENT: Governor Crissinger
Mr. Hamlin
Mr. Miller

James
Mr. Cunningham
Mr. Eddy, Secretary

Mr. McClelland, Asst. Secretary

The Governor presented a memorandum from Counsel dated December 30th,

with regard to the action taken by the Law Committee on the matter referred

to it on December 23rd, namely, a proposed power of attorney to be executed

by the Governor of the Federal Reserve Bank of Atlanta conferring authority

for the operation of the Cuban Aps,,ency of that bank.

Noted.

Letter dated December 29th from the Chairman of the Federal Reserve

Bank of New York, requesting approval by the Board of the action of the

directors of that bank in granting to Governor Strong a further extension

in leave of absence on account of illness until April 1, 1927 with full ray.

'Ir. Hamlin moved approval of the action of the
directors of the NEW York bank.

Mr. Miller moved, as a substitute, that the Board

approve payment of half salary to Governor Strang

during the extension in leave of Absence granted him by

the New Yoek directors.

Mr. Miller's substitute motion being put by

the Chair was lost, the members voting as follows:

Governor Crissinger, "no"
Mr. Hamlin, "no"
Mr. James, "no"
Mr. Miller, "Ewe"
. CunninE,tam, "aye"

Yr. Hamlin's original motion being pat by the
Chair was then carried.
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At this this point, Mr. McIntosh entered the meeting.

Report of Executive Committee an memorandum dated December 29th from

the Acting Comptroller of the Currency, recommending approval of an applica-

tion of the Winder National Bank, Winder, Ga. for permission to reduce its

capital from .,200,000 to .100,000, on condition that no money be returned to

the shareholders but that bad, slow and doubtful assets to the amount of the

reduction be withdraan and trusteed for the benefit of shareholders at date

of reduction; the Committee recommending approval.

Upon motion, it was voted to approve the above

reduction subject to the condition recommended by the

Acting Comptroller, Mr. Cunningham voting "no".

Report of Committee on District #9 on the matter referred to it

at the meeting on November 30th, namely, request of the Federal Reserve

Bank of Minneapolis for advice as to whether the Board would object to

that bank imposing a charge on member banks for the safekeeping of securi-

ties; the Committee submitting with its reyort a telegram from the Governor

of the Federal Reserve 3ank of Minneapolis advising that commercial banks

in Minneapolis and St. Paul have notified their correspondents that a charge

will be imposed for all safekeeping functions after January 1, and that a

shift of securities to the Federal Reserve bank has begun. In its report

the committee recommended that the Governor be authorized to appoint a

committee to make a study and submit a report, with recommendations, to

the next Governors' Conference, as to the advisability and desirability of,

and the probable legal responsibility incurred by the Federal Reserve barIrs

in rendering safekeeping services free of charge - and also with regard to

rendering similar services with a charge - as follows: (1) In acting as
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custodian of securities deposited for safekeeping, actually owned by member

banks depositing them; (2) In acting as custodian of securities owned. by

member banks but pledged with public officials as security for public deposits;

(3) In acting as custodian of securities deposited for safekeeping and owned

customers of member banks; (4) In acting as custodian of securities deposited.

for safekeeping by registrars of Federal Land. Bfmlcs.

After discussion, upon motion by Mr. Cunningham,
the recommendation of the Committee was approved.

Upon motion by Mr. Miller, it was voted that the
following telegram be transmitted to the Governor of
the Federal Reserve Bank of Minneapolis:

"Your ',7ire 29th to Cunningham. Board not yet
ready to authorize impos it ion of charge for
custody of securities. Vrnole matter being
given consideration from point of view of Sys-
tem policy."

Report of Committee on District IP10 on the matter referred to it at the

meeting on December 23rd, namely, memorandum from Counsel dated December 16th

with reference to an apparent violation of the criminal provisions of Section

22 of the Federal Reserve Act by Mr. •.:alter Robinson, an examiner employed

by the Federal ieserve Bark of Kansas City; the Committee (1) Reporting that

it does not look with favor upon the procedure followed by the Federal Reserve

Agent at Kansas City following the resi -p.ation of Mr. Robinson, effective

January 1, 1927, in relieving him of his duties effective December I but

continuing payment of salary to the end of the year, and submitting a draft

of a letter to the Federal Reserve Agent relative thereto; (2) Recommending

that the Governor of the Board be authorized to send a letter to every

Federal Reserve bank advising that the Federal Reserve Board does not approve
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of compensation or salary allm;ance to any officer or employee of any Federal

Reserve bank, subsequent to the date on which actual service has been termin-

ated without the Board's approval first having been obtained and that the

Board disapproves of the payment of any compensation whatsoever to any officer

or employee of any Federal Reserve bank whose services have been discontinued

for cause, beyond the date on which the actual services were terminated.

After discussion, :Ir. Cunningham moved approval of

the proposed letter to the Federal Reserve Agent at

Kansas City.

Carried.

Mr. Hamlin then moved that the Governor be authorized

to transmit to all Federal Reserve banks a circular letter

along the lines recommended by the Committee.

Carried.

Report of Committee an Examinations on telegram dated December 28th

from the Assistant Federal Reserve Agent at Cleveland, recommending aoroval

of the merger of the Union Trust Company and the Fifth-Third National Bank,

both of Cincinnati, and the merger of the Fourth and Central Trust Company

and the Citizens National Bank, both of Cincinnati; the Federal Reserve

Agent stating that the merged institutions will continue as state member

banks, but assurance is desired that the mergers will be approved by the

Board.

After discussion, it was voted to adopt the recom-

mendation of the Committee on Examinations that the

above mergers be arproved by the Board on condition

that the merged institutions accept the conditions of

membership set out in the Board's Regulation H and im-

posed upon all new state member banks.

The Governor thea presented letter addressed to him under date 
of

December 28th by Mr. George B. Caldwell, Vice President of 
the United
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States Bond and Mortgage Company, New York City, with respect to his

qualifications for appointment to the position of Federal Reserve Agent

and Chairman of the Board of Directors of the Federal Reserve Bank of

New York.

Noted.

At this point, Mr. Platt entered the meeting.

The Comptroller of the Currency then discussed with the Board the

situation existing in the First National Bank of El Paso, Texas, and the

efforts being made by his office to strengthen the institution which for

the past three or four years has shown steady improvement in its condition.

He presented to the Board a letter from a National Bank Examiner stating

that the Governor of the Federal Reserve Bank of Dallas has advised the

institution that it will be necessary for the Federal Reserve Bank to

require 150,40 collateral against any further advances made to the bank.

After discussion, it was voted to refer the
above matter to the Committee on District #11.

The Governor referred to the action of the Board at its meeting this

morning in voting to defer consideration of the application of the National

City Bank of New York for permission to establish branches in China through

taking over banking operations of branches now maintained at various points

there by the International Banking Corporation, pending receipt from the

Comptroller of the Currency of a statement as to the manner in which he

proposes to satisfy himself by examination as to the operation of the foreign

branches of the National City Bank. The Comptroller reported verbally that

he discussed the matter this morning with Mr. Lancaster of the firm of
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Shearman and. Sterling, attorneys for the National City Bank, and stated

that it was his intention to conduct examinations of the foreign branches

of the National City Bank and that the cost of these examinations would be

assessed against that bank.

The Secretary of the Board reported that Mr. Lancaster had a sub-

sequent telephone conversation with Mr. Mitchell, President of the National

City Bank, during which he had been authorized to state that the National

City Bank would agree to bear all reasonable expenses of examinations of

its foreign branches.

Mr. Hamlin then moved that the Board approve the

application of the National City Bank for permission

to establish brarches in China.

Mr. Miller moved, as a substitute, that action on

the application be deferred pending examination of

the existing foreign branches of the National City

Bank by the Comptroller of the Currency.

Mr. Miller's substitute motion being put

by the Chair was lost, Messrs. Miller and.

Cunningham voting "aye".

Mr. }Tomlin's original motion was then put

by the Chair and carried, Mr. CunninEilom voting

"no", and. the Secretary was directed to spread

upon t;-te minutes the following formal order,

approving the application:

"TIE NECHONAL CITY BANK OF 11E.7 YOiiK, having on or

about December 11, 1926, filed an Application with this

Board for the purpose of obtaining authority to establish

Branches in Canton, Dairen, Hankow, Harbin, Hononf-, Peking,

Shanghai and Tientsin, all of said places, except Hongkong,

being in CHINA, and the said Application having been considered;

and it appearing that the said Application is properly made

unier the laws of the United States of America and should be

granted, Now, therefore, it is

ORDEHED, that the said Application be and it heraby is

approved, and that the said Bank be and. it hereby is authorized
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"to establish Branches in Canton, Dairen, Hankow, Harbin,
Hongkong, Peking, Shanghai and Tientsin, all of said places,
except Hongkong, being in CHINA."

The Governor then presented the following letter, adriressed to the Federal

Reserve Agent at Lanneapolis, prepared in accordance with discussion at the

meeting of the Board on December 23rd:

"Referring to your letter of December 10th, in which you
advise that your Directors propose to adopt a resolution that
your Bank shall 'handle all non-cash items on a uniform basis
by forwarding such items to member banks for collection and
returns, and discontinue its present practice of notification
or presentation at street addresses in Minneapolis'.

This contemplated change of procedure on the part of your
Bank is a departure from the uniform practice throughout the
System of making direct presentation of so-called 'street ad-
dressed items', that is, items drawn on individuals, firms and
corporations located in Federal Reserve cities. The Board, how-
ever, is not unanimous on the question of the necessity for uni-
formity in this particular phase of the collection system, and
is willing that your Bank should change its procedure in this
respect, the chmge to involve only such items as are received
by your bank from its own member banks or the member banks of other
districts.

In granting permission to your Bank to change its procedure
with respect to handling street-addressed items in Minneapolis,
the Board wishes it understood that if it should appar at any
time that the new procedure is having a detrimental effect upon
the Federal Reserve Collection System as a whole, your Bank will,
at the request of the Federal Reserve Board, revert to the present
practice of handling Minneapolis items.

For your information, I mould state that the Board will request
the Federal Reserve Banks of Atlanta and Kansas City to continue
handling street-addressed items as they have been doing, pending
lapse of a reasonable time in which to determine the effect, if
any, which the change in your procedure may have upon the Federal
reserve collection system."

Upon motion b, M. James, the above letter

was approved.

Mr. Platt then submitted to the Board draft of a letter to the Attorney

General of the United States, transmit tin' and comnenting on report to the

Board by the Federal Reserve Bank of New York with regard to certain alterations
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made by Mr. Roy W. Furman, Chief of the bank's Credit Department, in certain

records kept in that Department; the letter stating that while it would seem

to the Board that Mr. Furman has unfitted himself for further employment in

the bank, it is not believed that the nature of his offence, which resulted

In neither loss to the bank nor profit to himself, Is serious enouji to warrant

criminal proceedings against him.

Upon motion by Mr. James, the proposed letter

was approved.

Mr. Platt then moved that the Board reconsider its action of Decem
ber

28th in directing the Secretary of the Board to advise the Federal Res
erve

Bank of New York that in the opinion of the Board Mr. Furman s
hould be re-

lieved of all duties at the Federal Reserve bank and immediately
 removed

from the salary roll of the bank.

Mr. Platt's motion being put by the Chair

was lost, the members voting as follows:

Mr. Hamlin, "no"

Mr. Miller, "no"

Mr. James, "no"

Mr. Cunnix*hum, "no"

Governor Crissinger, "aye"

Mr. Platt, "aye"

Mr. McIntosh, "aye"

Thereupon ensued an informal discussion as

to the effect of Mr. Furman's activities, following

which Mr. Hamlin stated that in the light of the

information brought out by the discussion, he desired

to change his vote on the above motion.

The Chair the ruled that as a result of

Mr. Hamlin's change of vote, Mr. Platt's motion to

reconsider the action taken by the Board on Decem
ber

213th was carried, and that the subject ther
eof would

be brought up for reconsideration at the next 
meeting

of the Board.
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The Governor stated. that the term of Mr. Cunningham as a member of

the Executive Committee wculd expire on December 31st, and. Mr. Hamlin was

designated. to serve on the Committee during the quarter ending March 31st.

The meeting adjourned at 4:30 p.m.

Approved.:
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