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

Federal Reserve Board on Tuesday, May 17, 1927 at 11:00 a.m.

PRESENT: Governor Crissinger

Mr. Platt
Mr. Hamlin
Mr. Miller
Mr. James
Mr. Cunningham
Mr. Eddy, Secretary
Mr. McClelland, Asst. Secretary

The Governor presented a letter dated May 12th from the Federal

itG11elive Agent at San Francisco, received this morning, with further refer-

lee to the Julian Petroleum Corporation and the Marine on. Corporation,

114 connection with the recent examination of the Pacific Southwest Trust

au Savings Bank of Los Angeles; the Agent in his Batter stating that the

?gcleral Reserve bank's credit investigation of the Pacific Southwest Trust

4/4 Savings Bank has been completed and the report will be forwarded in

4 f" days,

Ordered circulated and referred to the special

committee to Which the Board on May 5th referred the

Federal Reserve Agent's previous communication regard-

ing the Pacific Southwest Trust and Savings Bank.

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

4a,V 13th were read and approved.

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

114Y 14th were read and approved as amended.

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

14417 16th were read and approved.

e'Pert of Committee on Examinations on letter dated May 12th

tliclal the Federal Reserve Agent at San Francisco, transmitting and recom-
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meAaing approval of an application of the Jackson County Bank, Medford,

°IlagIna, for approval of its action of March 31, 1927 in absorbing by con-

solidation the Fidelity State Bank of Gold Hill, Oregon, without first

47blig obtained the permission of the Board; the Committee recommending

aPProval.

Approved.

Report of Committee on Salaries and Expenditures on letter dated

INT 16th from the Chairman of the Federal Reserve Bark of Richmond, re-

q"sting approval of the action of the directors of that bank in voting

to extend for a period of thirty days from May 11th, with full pay, leave

Of absence on account of illness previously authorized for Mr. G. A. Minter,

e4 employee of the bank; the Committee also recommending approval.

Approved.

Telegran dated May 13th from the Chairman of the Federal Reserve

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

that dAY made no change in the bank's existing schedule of rates of discount

441 
purchase.

Noted.

Letter dated May 12th from the Assistant Federal Reserve Agent at

844 Francisco, advising that the American Trust Company on May 10th opened

tile branch in the Palace Hotel, San Fraacisco, Which was authorized by the

on February 17th.

Noted.

Letter dated May 16th from the Chairman of the Federal Reserve

131111 Of New York, zecornmending the appointment as Assistant Federal Reserve
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2,unit/4Tc, without change in salary, of Messrs. Herbert Freeland and Lester

W. Glover.

Approved.

Letter dated May 12th from the Federal Reserve Agent at Minneapolis,

4cl/rising that Mr. J. F. Ebersole, Assistant Federal Reserve Agent, has

teaderad his resignation, effective on or about June 15, 1927.

Accepted.

Report of Committee on Examinations on letter dated May 13th from the

Assistant Federal Reserve Agent at New York, transmitting and recommending

41)Proval of an application of the Guardian Trust Company of Newark, for

Permission to establish branches at the corner of Bank and Norfolk Streets

/Ltd at No. 9 Clinton Street, (Union Building), Newark; the Committee reoom-

encling that the application be noted with approval.

Noted, with approval.

Letter dated May 12th from the Federal Reserve Agent at Atlanta,

tr
aawnitting and recommending approval of the application of the Farmers

4414, Royston, Ga. for an extension of 90 days in the period in which it

accept the conditions of membership imposed upon it by the Board on

2ebruary 14th.

Approved.

Letter dated May 11th from the Federal Reserve Agent at Ninneapolis,

With 
reference to the condition of the First State Bank, Philipsburg, Montana;

the Age
nt stating that in his opinion under Section 9 of the Federal Reserve

A" the Board might properly require the bank to surrender its stock in the

hciel'al Reserve Bank of Minneapolis and forfiet all rights and privileges
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Of Membership in the System because of violation of conditions of its ad-

mission to membership in the System, but that it might be a more diplomatic

Procedure for the Federal Reserve bank to request the institution to with-

,
draw 4,

rom memborship, thus giving it six months' time to complete the opera-

Of withdrawal, in which interval it may be possible for the State

Superintendent of Banks to effect a desirable consolidation of the First State

Bank
With another state institution in Philipsburg.

After discussion, Mr. Platt moved that the Board

advise the Federal Reserve Agent at Minneapolis that
in the opinion of the Board he and. his board of dir-

ectors are in closer touch with the situation at

Philipsburg than the Board can be, and that the Board

hesitates to take action regarding the membership of

the First State Bank without a firm recommendation

from him and. his directors, partiaularly in view of
the fact that the bank was admitted to membership in

the System upon the recommendation of the directors

of the Federal Reserve Bank of Minneapolis.

Mr. Platt's motion being put by the Chair

was carried.

Letter dated May 16th from Mr. A. B. Trowbridge, Consulting Architect,

with reference to certain alleged irregularities in the preparation of

P14411 and specifications on which bids were requested by the Federal Reserve

1344 Of Richmond for the installation of a vault for the proposed new Balti-

411°It b.ranch bank building.

Discussion then ensued as to what action should be

taken by the Board in view of theilact that at its meet-

ing on May 10th the Board voted to approve of the Fed-

eral Reserve Bank of Richmond accepting the bid of the

Mosier Safe Company, subject, however, to approval by

Mr. Trowbridge of the plans and specifications upon

which the bid was based.
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Following the discussion, Mr. Miller moved that the

Governor be authorized to inform the Federal 2,eserve Bank

of 2Lichmond that before finally approving the acceptance

Of any bid on the vaults for the proposed Baltimore branch

bank building, the Board desires to have an interview with

the Jovernor and Building Committee of the bank, and that

Trowbridge, Consulting Architect for the Board and the

bank, also be requested to come to dashington at the time

Of the interview.

:Ir. Miller's motion being put by the Chair

was carried.

Letter dated May 16th from the .:11airman of the bozrd of directors of the

Leral eserve Bank of New York, commenting upon certain changes in the pro-

13°"cl revision of the Board's Regulations.

Noted.

llemorandum from Counsel dated May 11th referring to the provision of

the „
'econtly enacted McFadden Act under which a state bank which has a

braricii
located beyond the limits of the city, town or village in which such

1:14414
4.8 located, that was established subsequent to February 25, 1927, the

a4te Upon which the McFadden Act was approved, is ineligible for membership

14 th.p
- Qystem; Counsel submitting an anendment to the Board's printed form

of a
PPlication for membership requiring a statement by the Cashier of the

eicabtt bank, as to what branches, if any, are operated by the bank, the

100
tl°11 Of such branches and the date upon which each branch was established.

memorandum Counsel suggested that pending the adootion of an amended

foll4

°I application all Federal Reserve Agents be requelad by circular letter

to a,

Iv130 the Board when they forward an application for mamoership if the

1)411;t

4a4king the application has any branches outside of the city, town or

vtia

ae 14 which it is located that were established subsequent to February
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% 25, 1927,

Ordered circulated..

Letter dated May 13th from the Federal Reserve Agent at Dallas, refer-

11.4g to an application for mmbership in the System filed. by the Guaranty
State

•oeuk of San Antonio, Texas, and inquiring whether the Board, under

The McFadden Act, is authorized to admit a state bank to membership in the

8Ystem Upon the condition that the applicant bank shall eliminate certain

lessee or objectionable assets within a specified. period.

Referred. to the Law Committee for preparation
Of a reply.

-Report of Committee on Salaries and Expenditures, dated May 10th, sub-
?fl
itting Memoranda= from the Chief of the Division of Bank Operations on

the subject of increased operating efficiency, at the Federal Reserve banks;
the

aenzsittee recommending that the memorandum be cixoulated among the mom-
bar
" the Board and that copies be fiarnished to each Federal Reserve bank

thro,
14€33. its Chairman, and suggesting also that the memorandum might be used.

44 the 1,
-asis for an article to be pzblished in the Federal Reserve Bulletin.

Upon motion, the recommendations of the Committee
were approved.

The Governor then submitted a memorandum from Counsel dated January
14, 19

27 on the matter referred to the Law Committee at the meeting on

er 23,
O 
t tha

- Federal Reserve Bank of Dallas, enclosing correspondence between

th4t b

Nam ,
‘0 the proper classification of certain county funds deposited with

the

-'ta.onal bank, Alicia have been carried as time deposits, although the

1926, namely, letter dated December 17th from the Governor

Etnk and. the Commercial National Bank of San Antonio, Texas, with
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Federal Reserve bank at the present time is of the opinion that they

should be classified as demand deposits; Counsel stating: (1) That the

agreement between the Chief Judge of the County Commissioners Court and

the Commercial National Bank, under which the funds are deposited, does

11" "mPlY with the Regulations and rulings of the Board as to time de-

Posits - open accounts, and since they are obviously not certificates of
dePosit or savings accounts, deposits made under the terms of this agree-

ment must, in his opinion, be classified as demand deposits and are sub-

i"t to a corresponding reserve; (2) That if the agreement between the

00Mmercia1 National Bank and the County Commissioners Court should be so

1:/clified as to comply with the regulations and rulings of the Board, there

18 40 reason why the deposits in question should not be classified as time

delX/sits; and (3) That as a question of policy the Board should decide,

it its decision as to the character of the deposits is adverse to the

44t1°11a1 bank, whether the decision should apply retroactively so that

13°11441.es for deficiencies in reserves, by reason of the incorrect classi-

fication of the deposits, will be necessary. The Governor also presented

4 l'econtendation of nr. Hamlin and:Ur. Platt, members of the Law Oommittee,
that 

no penalties be assessed on the basis of past classification of the

lai)()Bits in question.

After discussion, Mr. Hamlin moved that the Board
approve Counsel's opinion as to the classification of
the deposits, but adopt the recommendation of the Law
Committee that such classification be not made retro-
active, so as not to require the assessment of penalties
for past reserve deficiencies which may have resulted
from incorrect classification of the deposits.
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Mr. Hamlin's motion being put by the Chair
was carried.
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Draft of reply to letter dated May 2nd from the Federal Reserve Agent

t Chicago, with reference to cancellation of stock in the Federal Reserve

4111che1d by the Farmers State Savings Bank of Bay City, 2:ichiggn, the

assets of which have been transferred to the Bay City Bank of Bay City;

the
v,oposed reply stating that unless the Farmers State Savings Bank is

ill liquidation or is insolvent and a receiver has been appointed, it can

11" voluntarily surrender its Federal Reserve bank stock except after six

111°lItha written notice to the Board, the mere fact that the assets of the

"ave been transferred to the Bay City Bank not being sufficient to

allth
rise the latter institution to surrender the Federal Reserve bank

3t°elt and to receive refund therefor.

Upon motion, the proposed reply was approved.

Llemorandum from Counsel dated May 17th, approved by the Law Committee,

8141Z4tt1ng draft of reply to letter dated May 2nd from Honorable Louis T.

4Q4cicien, Chairman of the Committee on Banking and Currency of the House

°taellresentatives, enclosing copy of a letter addressed by him to the

eat?*
-4-'411311er of the Currency, with reference to the reported development of

"banking in the United States through the pumhase by holding companies

or
'4vestment trusts of the controlling stock interests of banks, and sug-

seat
-11g that the Board adopt administrative measures calculated to control

or
• event the growth of this form of banking control among state bank mem-

bers 0

f the Federal Reserve System.

After a discussion of the proposed reply, the

Secretary was directed to have the letter revised

in accordance with suggestions broucJit out during

the discussion and to submit same to the Board at
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a later meeting.

The Secretary Ulm submitted for consideration by the Board a suggestion

Of the Chief of the Board's Division of Bank Operations that a conference

Of auditors of several of the Federal :Reserve banks be called in the near

kture for the purpose of considering the accounting procedure in effect at

the Federal Reserve banks and other related matters.

133

Upon motion, the Secretary was authorized to
call a conference, as suggested, to be held about

June 1st, either in 'Washington or at the Federal
Reserve Bank of Chicago whichever is more convenient
to those who are to attend.

TS OF STANDING COMMITTEES:

Datea,

Dated,

1)atea,

May 16th, :iecammending changes in stock at Federal Reserve bank4 as
set forth in the Auxiliary Minute Book of this date.

Recommendations approved.
May 14th, Recommending action on an application for fiduciary powers

as set forth in the Auxiliary Minute Book of this date.
Recommendation approved.

May 12th, Recommending approval of the application of Mr. William
B. Harding for permission to serve at the same time as

Vice President of the Merchants Trust Company, Newark,

N. J. and as Vice President and director of the Hayes
Circle National Bank and Trust Company of Newark, N. J.

Recommendation approved.

The meeting adjourned at 1:00 p.m.

Secretary.

4ppreorea:
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