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A meeting of the Fedsral Reserve Board was held in the office of the
Federal Reserve Board on Wednesday, January 19, 1927 at 11:30 ame

nIFE

PRESENT: Governor Crissinger
Mr. Platt
Mr. Hamlin
Ur. liiller
l{re Cunningham
Mre. Noell, Asst. Secretary
Lir. lcClelland, Asst. Secretary

The minutes of the meetings of the Federal Reserve Board held on
Jamuary 13th and 14th were read and approved.

The Governor referred to the action of the Board on January 1l3th
in authorizing him to defer until January 19th the change approved in the
Weekly statement of condition of Federal Reserve banks so as {0 separate
Wnder the caption "Bills Bousht in Open Market" those payable in dollars
and those payable in foreign currency. He stated that Deputy Governor
Harrison of the Federal Reserve Bamnk of New York had expected to came to
“"!aShington before today to discuss the proposed change, but being unable
to do so requested a further postponement.

Upon motion, the Governor was authorized to
defer for another week making the change referred
to.
Letter dated Jamary 13th from the Secretary of the Federal Reserve
Bauk of yew York, advising that the board of directors on that day made no
Change in the benx's existing schedule of rates of discount and purchase.
No teda
Telegram dated Jamuary 14th from the Chairman of the Federal Reserve
Bank of Atlanta, advising that the board of directors on that day made no

Change in the bak's existing schedule of rates of discount and purchase.

Notede
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Telegram dated Jamary 19th from the Chairman of the Federal Reserve
Bank of §t. Louis, advising that the board of directors on that day made no
Change in the bank's existing schedule of rates of discount and purchase.

Noted.

Telegram dated January 17th from the Secretary of the Federal Reserve
Bank of 1rinneapolis, advising that the board of directors on that day made
10 change in the bank's existing schedule of rates of discount and purchase.

Noted.

Telegram dated January 13th from the Chairman of the Federal Reserve
Bank of Kansas City, advising that the board of directors on that day made
r. 10 changs in the bamk's existing schedule of rates of discount and purchase.

Notede

Memorandum from the Secretary dated Jamuary 19th, requesting authority
for the employment of a stenographer with salary at the rate of 31600 per
num, to be assigned to Mr. Gilbert, Supervisor of Examination.

Approved.

Report of Executive Committee on letter dated January 15th from the
c°mPtroller of the Currency, requesting approval of a salary of $2700 per
S £or National Bark Examiner Cornelius A. Donahue, assigned to the
Twelfth Federal Reserve District; the Committee recommending approvale

Approved.
Report of Executive Committee on letter dated January 15th from the

C
/‘ oml)troller of the Currency, requesting approval of a salary of 33600 per

Ny £op National Bank Examiner Edwin il. Vatson, assigned to the Tenth

Fe :
deral Reserve District; the Committee recommending approvale.
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Approved.
deport of Lxecutive Committee on letter dated Jamary 1l4th from the
Comptroller of the Currency, recormending approval of increases in the
Salaries of 69 National Bank Examiners listed therein; the Committee recom-
Dending approval.
Approved .
Letter dated Jamary 15th from lMr. Lee R. Uhler of Tampa, Fla. re-
questing permission to reprint in the House Organ of The Uhler Association,

the Pamphlet on the subject of "Better Banking under the Federal Reserve

Systenmn,

Upon motion by lr. Hamlin, it was voted to pemit
the reprinting of the pamphlet with the understanding
that proper credit therefor will be given.
The Governor then suggested that Mr. Carl E. Parry, be designated
a ’
S Assistant Director of the Board's Division of Research and Statisticse
R
® stated that wr. Miller, Chairmen of the Committee on Research and Sta-
t :
istlcss approved of the designation.

Upon motion, lire. Parry was appointed as Assistant
Director of the Division.

lemorandum from the Governor submitting letter addressed to him by
Ur,
Claude Gilbert, recommending the appointment as Examiner of lMre M. D.

“Uley at a salary of §7500 per annume

Upon motion, it vas voted to employ lir. Smiley
at the salary stated.

Report of Committee on Salaries and Expenditures on letter dated

J
anuary 13th from the Federal Reserve Agent at Dallas, requesting approval
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0f the payment of full salary to Mrs. H. F. Bryson, an employee of the
Service Department, during leave of absence on account of illness from
D 3
8eember 5th to December 31st; the Committee recormending approval.
Approved.
Report of Executive Committee on letter dated January l4th from
; :
he Federal Reserve Agent at Chicago, recommending approval of an appli-
¢ : . . :
ation of the Mechanics Wational Bank, Milwaukee, Wis. for a reduction
in j . -
R its reserve requirements from 10/ to 7/ of demand deposits; the Com-
Mittee also recommending approvale
Approved.
{
0 ‘ Letter dated January 8th from the Chairman of the Federal Reserve
B 3
Ak of San Francisco, advising that r. Charles E. Gaches, who at the time
0
f his appointment by the Board as a director of the Seattle Branch was
e :
A8aged in agriculture, has since engaged in banking and is at the present
t :
me yvige President of the Peoples Savings Bank of Seattle, a nonmember
b 3
X3 the Chairman requesting advice from the Board as to whether it is ad-
vi
18able for an official of a nommember institution to act as a director of
the Branch,
After discussion, Mre. Miller moved that the
Chaiman of the Federal Reserve Bank of San Francisco
be advised that the continuance of lr. Gaches as a
director of the Seattle Bramch would be inconsistent
with the principles outlined in the Board's Regulations
governing the appointment of Branch Bank directors, as
¥ he has ceased to be a non-banker and that lire Newton
~ be requested to take up with Mr. Gaches the matter of

his retirement and to submit to the Board recormenda-
tions for a qualified successoOre
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Mr. Miller's motion being put by the
Chair was carried.

lemorandum from lMr. Cunningham dated Jamary 19th with reference to
letter qated Jamary 1lth from the Federal Reserve Agent at San Francisco,
tranSmitting and recommending approval of an application of the American
m
*Tust Company of San Francisco, the consolidation of the Mercantile Trust
C°mpany and the American Bankt of San Francisco, for permission to take over
the Bank of Sausalito with its branch at Tiburon and to establish two bran-
Ches in the premises; Mr. Cunningham in his memorandum pointing out that
Sausalito and Tiburon, which are located across the Bay from San Francisco,
have not, been defined by the Board as contiguous to that city and recom-
mending that the application be denied because they are not contiguous
814 because the establishment of additional branches can well await action
b
V Congress upon the so-called McFadden Bill which undertakes to define
£
8 area within which a branch may be established.
A discussion ensued as to whether or not
Sausalito and Tiburon should be defined as con-
tiguous to the city of San Francisco in the same
manner as Oakland, Berkeley and Alameda which
are also situated across the Bay from San Franc isco
have been designated as contiguous theretoe.
Further discussion ensued as t0 whether or
not Sausalito and Tiburon were incorporated munici-
palities and the Secretary reported that according
to the records of the Census Bureau Sausalito was
incorporated although Tiburon was not.
Following the discussion, Mr. Miller moved
that in accordance with the precedent established
by the interpretive ruling of the Board of December

2, 1924, to the effect that the cities of Oakland,
Berkeley and Alameda are territory contiguous to
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the city of San Francisco, within the meaning of
the Board's Regulation "H", the Board now rule
that the city of Sausalito is territory contiguous
to the city of San Francisco; the city of Sausalito
sustaining substantially the same relation to the
city of San Francisco as the cities of Oakland,
Berkeley and Alameda.

Mre. Cunningham moved, as a substitute, that
the application of the American Trust Company be
laid on the table until January 26th with the
understanding that Mre. Miller's motion will come
up for vote at that time.

Mre. Cumningham's substitute motion
being put by the Chair was carried.

Letter dated January 13th from the Secretary of the Federal Advisory
Ooungil, advising that the next mesting of the Counsil will be held in
Washington on Friday, February 18th, and requesting a list of topics
hich the Board desires to have discussed at the meetinge

Referred to the Executive Committee.

Letter dated Jamary 17th from the Federal Reserve Agent at Chicago,
8dvising that expavation work for the Bremch Bark btuilding at Detroit has
pmctically been completed and that certain minor changes in plans, which
will brobably result in a saving to the Federal Reserve bank, have been

Tade necessary by changes in the excavation work.
Noted, with approval.

ilemorandum from the Chief of the Division of Bank Operations, approved
by the Executive Committee, submitting draft of a letter to all Federal
Teserve Agents, requesting that in the future all reporting member banks

in
1ead1ng cities show in their weekly condition reports amounts due to

&nks and benkers and amounts due from banks and bankers, which information
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Up to the present time has been shown only by reporting member banks in
Pederal Reserve bank cities.

Upon motion, the proposed letter was
approved.

Letter dated January 14th from the Assistant Federal Reserve Agent
8% Wew Yoxk, requesting that they be furnished by telephone some time
- Quring the day Jonday, information which would enable them to release
Slmltaneously with the Board the weekly report of condition of member
banks in leading cities, including the summary and corment prepared in
the Board's offices; the Assistant Federal Reserve Agent stating that
J‘ U8Wspapers are now receiving the report by telephone and telegraph from
‘ Washiné%‘ton, with a large chance of error, and are not giving the space
%o the report that they would if the figures could be furnished them in

New vor,

The Secretary reported that there would be
no mechanical difficulty in furnishing the in-
format ion and upon motion it was voted to approve
the requeste.
\ Letter dated January 15th from the Chairman of the Federal Reserve
B
ak of Kansas City, advising of officers elected to serve at that bank
Wring the year 1927,
Noted.
Letter dated January 13th from the Federal Reserve Agent at Boston
re
}J. ferring o the action of the Board in approving payment of full salary
{

un
ti1 Jamary 15th to liiss Dorothy E. Wadman and }iss Ruth F. Warren, who

ha,
Ve been absent from the bank on account of illness since October 13th
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#ud October 18th, respectively, and to his letter of Jamary 7th advising
that the services of these employees will be discontinued as of January
15th; the Fedoral Reserve Agent advising of the action of the board of

directors of the bamk at their last meeting in voting that the salaries

0 : i : i :
f the two employees above mentioned be contimied until such time as

discontinued by that board or otherwise ordered by the Federal Reserve
Boang,

After full discussion, lr. Cunningham
moved that the action of the board of directors i
of the Federal Reserve Bank of Boston be approved.

Mre. Cumningham's motion being put by
the Chair was carried, lir. Miller voting 'no'.

f)\ Letter dated January 15th from the Chairman of the Federal Reserve :

Of Xansas City, requesting approval of increases in the salaries of

the lanaging Directors of the Branches of the Bank as follows: ‘
Omaha |
L. H. Earhart, - 48,400 - 39,000
|
Denver ‘
J. E. Olson, = 6,500 - 8,000

Oklahoma City

C. Es Daniel, - 7,000 - 8,000

Upon motion Dy lir. Cunningham, the above
increases were approved, lr. iiiller voting
Hno" °

Letters dated January 13th from the Chairman of the Federal Reserve
(=
‘l %K of Boston, advising of the appointment of lr. Arthur li. Heard as member ‘
of

*he Federal Advisory Council for the year 1927 and of officers elected

0 ;
Serve at the bank during the year; the Chairman requesting approval of
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the action of the directors of the bark in voting to increase the salary of

Ur, %, x, Carrick, Secretary, from $7,500 to 9,000 per annum and stating

that 1y, carrick devotes about one half of his time to legal work, his
Salary being prorated in the annual budget, one half for legal services

and one half for his official position as Secretary.

Upon motion, it was voted to refer the increase
reconmended for Lir. Carrick to the Law Commi ttee
for reporte.

Memorandum from Counsel dated Jamary 7th on the matter referred to the
Law Committee at the meeting on November 26th, namely, recommendations of ‘
the last Gonference of Governors - (1) That it is advisable to seek to pro-
: \ Cure an amendment t0 the law to restore to Federal courts jurisdiction over
y Sults by and against Federal Reserve banks and (2) That it is desirable to
Seek the enactment of legislation to exempt Federal Reserve banks from the

Processes of attachment or garnishment before final judgment in any case,

88 national banks are now exempt under the terms of the United States Re-
Viseq Statutes; Counsel stating that these suggestions are important and
1t 1s desirable to recommend such amendments to Congress at the earliest

f'8“701'&3.1313 moment, but for reasons stated recommending that the matter be

helq iy abeyance until the next session of Congress.

Upon motion, it was voted to approve Counsel's
recommendation that the proposed amendments be held
in abeyance.

Memorandum from Counsel dated January 7th on the matter referred to
{Q hin at the meeting on November 26th, namely, recommendation  of the last
%vemors' Conference on the question of the eligibility for rediscount at

Federal Reserve banks of notes of parent corporations representing borrowings (
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0f funds to be advanced to subsidiaries; Counsel submitting draft of a letter
o all Federal Reserve banks abrogating the Board's former ruling on the

Subject (X-4484 dated December 30, 1925), and ruling in lieu thereof as

R T S T

follows:

"Where the borrower is a parent corporation having a mumber
of subsidiaries and the parent corporation and its subsidiaries
are in practical effect one single organization, and may with
propriety be considered a single borrower, the paper of such
parent corporation, the proceeds of which have been used or
are to be used by the parent corporation or by the subsidiary
corporations for an industrial, commercial or agricultural
purpose, within the meaning of the Federal Reserve Act and the
Board's Regulations, may be considered eligible for rediscount |
if it complies in all other respects with the provisions of the ‘
law and the Regulations of the Federal Reserve Board." '

After discussion, lir. Hamlin moved approval of the
ruling contained in the letter submitted by Counsel
\ and that the letter be transmitted.

—

Mr. Hamlin's motion being put by the Chair wes !
carried, the members voting as follows: 4

Governor Crissinger, "aye"
Mr. Platt, "gye"
Mr. Hamlin, '"'aye"
Mre Miller, "no"
Mr. Cunningham, "no"
Report of Cormittee on Salaries and Expenditures on letter dated Jamary
3 :
th from the Federal Reserve Agent at San Francisco, requesting approval of
t ;
Re &Ppointment of ir. John F. Prahl as Examiner, effective February 7, 1927,
w 5 i
lth Salary at the rate of (4,800 per ammm; the Comittee recommending approval.

Approved.

Heport of Committee on Salaries and Expenditures on letter dated Jamary

ST S

4
{ Q th from the Federal Reserve Agent at San Francisco, requesting apyproval of the

ap
*Pointment of lire Henry D. Swengel as Examiner, effective February 1, 1927,

g v

Wi : .
th Salary at the rate of 4800 per annum; the Committee recomending approval.

Approved.
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Memorandum from Counsel dated January 8th on the matter referred to
the Law Committee at the meeting on November 26th, namely, action of the
Tecent Governors' Conference with reference to the eligibility for rediscount
44 purchase by Federal Reserve banks of bankers acceptances drawn by an ele-
Vator op warehouse company and secured by terminal warehouse receipts of the
®levator or warehouse compeny that draws the drafts Counsel stating that the
Matter ig one of policy for determination by the Board but suggesting, if the
Boarg is not entirely satisfied as to the value of terminal grain elevator
OF warehouge receipts issued under the circumstances described in the recom-
Tendation of the Governors' Conference, that lMr. H. S. Yohe of the Department
ot x8‘1‘ic:1:111:ur¢a, who discussed the matter with the Conference, be requested to
Some before the Board and give his opinion whether as a practical matter these
receipts are equivalent to receipts issued by a warehouseman independent of
the borrower,

After discussion, it was voted to request lire
Yohe to come before the Boarde

Memorandum from Counsel dated December 16th on letter dated October
%Brq from the Governor of the Federal Reserve Bank of Dallas, inquiring as
o the eligibility of notes of makers domiciled in Mexico, such notes being
Made Payable to the Southern Trust Company of Nogales, Mexico and offered
for Tedi scount by the First National Bank of Nogales, Arizona; Counsel stat-
1%'t13t these notes do not comply in all respects with the Board's definition
Ha bromj ssory note contained in its Regulation A and are, therefore, tech-
nically ineligible for rediscount and since they are acquired from or bear

th
v ®ndo rsement of a nonmembe r bank they are also ineligible because of the
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darqgrg ruling prohibiting the rediscount of nommember bank paper except

with the Board's permission. In his memorandum he stated, however, that
the Boarq may if it desires, give permission for their rediscount and may
also Walve the respects in which the notes do not comply technically with
Regulation A, |
Upon motion by Lir. Platt, it was vote.d
to grant permission for the rediscount of the
notes in question, waiving their technical in-
eligibility.
Memorandum £rom Counsel dated December 22nd on the matter referred
¥0 the 1ay Commi ttee at the meeting on November 26th, namely, the action
% the last Goverrors' Conference in requesting the Board to use its in-
fluence ot the first available opportunity to procure an amendment to
Secti‘m 4 of the Federal Reserve Act defining the qualifications of
Clireetors of Class B and Class C, so as to make eligible directors of
Prely mytual savings banks; Counsel sutmitting drafts of letters to
“haimey of the Committees on Banking and Currency of the Senate and
Housa 0f Representatives, recommending an amendment to Section 4 which
"0ulq naye the desired effecte.
. After discussion, it was voted to approve

the proposed amendment but to withhold recommend-
ing it to Congress until the next sessione.

R8s op souwpmnG copmTrvEES:
Dated

* Jamary 1l4th, Recommending changes in stock at Federal Rsserve
17th, banks as set forth in the Auxiliary lMinute Book
19th, of this date.

Dated Approved.

’ JanuarJ' 13th, Recommending action on applications for fiduciary
povers as set forth in the Auxiliary Minute Book
of this date.

Anproved.
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HEPORTS OF STAND LG COUMITTEES: (Cont'd)

Dateq, Jamary 15th, Recormending action on applicat ions for fiduciary
17th, ©powers as set forth in the Auxiliary Minute Book ;
of this date. :

: Ordered held.

Dated’ Jamary 15th, Recommending approval of the application of lir.
Walter li. Hoymamm for pemission to serve at the
same time as officer of the First National Bank,
Chicago, Ill. as director of the Liberty Trust
and Savings Bank, Chicago, Ill. and as director
of the West Side Trust and Savings Bank, Chicagp,
I11.

Approved . ,

The meeting adjourned at 1:00 o'clock pem.

Assistant Secretary

Approved: M

Governo
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