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

Federal Rescrve Board on londay, November 28, 1927 at 12:00 o'clock noone
PRESENT: Governor Young
ir. Platt
Lire Hamlin
\ Kr. Miller
; Mre. James
lr. Cunningham
lir. =ddy, Secretary
Mre MceClelland, Asst. Secretary
PRESENT ALS0: Mre. Wyatt, General Counsel

The minutes of the meeting of the Federal Reserve Board held on
November 26th were read and approved. |
Letter dated November 17th from the Chairman of the Federal Reserve

Bank of san Francisco, advising that at the meeting of the Board of

) . Directors of the bank held on that date it was voted, subject to the
approval of the Federal 3eserve Board, that the number of directors of
8ach of the five branches of the Federal Reserve Bamk of 3an Francisco
be redyced from seven to five, beginning January 1, 1928 ad stating
that this action was taken in accordance with the Board's letter of

January 29, 1926 (X-4516) providing that Boards of Directors of rederal

Reserve branch banks shall consist either of seven members or of five
Members, as may be determined by the Federal Reserve bank of the district
Concerned, subject to the approval of the Federal Aeserve Board.

Upon motion, it was voted to approve the action

of the directors of the Federal Reserve Bank of 3an
Franciscoe

Letter dated November 23rd from the Federzl ileserve Agent at San

Fraan 1 e . : ey 2
‘rancisco, transmitting report by Counsel for that vank with respect to

the application of the statute of limitations to apparent violations of
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Federal Statutes by officers of the former Pacific Southwest Trust and
2avings Bank; the bank's Counsel pointing out that the statute of limita-
tions expires at the end of three years from the time the offenses were

committed, but suggesting on account of the necessity of presenting the

matter to the Grand Jury, which meets only twice a year, that action
should be taken before July 1, 1929.
Hoted.,
At the request of the Govermor, lLir. Jyatt then discussed with the
1 membars of the Board his memorandum of November 1, 1927 submitting a
with respect to acceptances growing out of transactions

Proposed rulin

on
=

Q .b involving the importation or exportation of goods, prepared along the
lines of the recormeniation contained in the report addressed to the
Board under date of October 1, 1927 by the Sub-committee of the Genscral
Ace ptance Committee. Iir. Wyatt also referred to the action of the
Federal Advisory Council, to which the matter was referred, in approving
the proposed new ruling but suggesting that the Board either amend it

Or advise the Acceptance Committee to so administer it that due care

Pe taken that no duplication of financing occur and that a second acceptance
be in effect merely an exteansion of an already existing credit.

After a detailed discussion, it was voted to adopt
the ruling in the following form, lLir. Miller requesting
to be recorded as voting '"no":

eral Reserve Board has ruled in effect that & bill cannot

be eligible for acceptance by a member bank or for rediscount
| or purchase by a Federal reserve bank as a banker's acceptance
’ growing out of the importation or exportation of goods if it

s ‘ "In a number of rulings published heretofore, the Fed-
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"is accepted after the goods have reached their destination.
After careful reconsideration of this guestion, the 3oard
is of the opinion that such rulings contain an unnecessarily
strict interpretation or that provision of the Federal XHeserve
Act which authorizes member banks to accept drafts drawn upon
them 'which grow out of tramnsactions involving the importation
or exportation of goods' and which authorizes rederal reserve
banks to rediscount such acceptances. The Eoard is nov of the
opinion that the broad language of this provision of the :ict
is clearly susceptible of a more liberal interpretation which
would facilitate the financing of our foreign trade and par-
ticularly the sale of American goods abroad under circumstances
similar to those described in the ruling published on page 638 of
the Federal Reserve Bulletin for August, 1924.
‘ The Board, therefore, rules that bankers' acceptances may
| properly be considered as growing out of tramnsactions involving
the importation or exportation of goods when drawn for the purpose
of financing the sale and distribution on usual credit terms of
imported or exported goods into the channels of trade, whether
j or not the bills are accepted after the physical importation or
exportation has been completed.
r. Due care should be observed, however, to prevent a duplica-
tion of financing; and a second acceptance arising out of the
same transaction or series of transactions involving the same
goods should be in effect merely an extension of an already ex-
isting credit. Thus, if one acceptance is issued to finance the
shipment of goods to a foreigm country and a second acceptance
is issued to finance the distribution of such goods into the
channels of trade, the proceeds of the second acceptance should
be used to retire the first acceptance. Under no circumstances
should there be outstanding at any time more than one acceptance
against the same goodse
All previous rulings in conflict with this ruline are hereby
reversed in so far as they conflict with this ruling."

Rty e AT
STANDING COLRAITTEES S

Dated, November 26th, Recommending changes in stock at Federal Reserve
banks as set forth in the Auxiliary linute Book
of this datee.

Da : : Recqmmehdatiops approved.

ted, November 22nd, Recommending action on an application for admission
of a state bank, subject to the conditions stated
in the individual reports attached to the application,
I as set forth in the Auxiliary lLiinute Book of this date.
7 Recommendation approved.
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ZEPORTS OF STANDING COMMITIESS:

Dated, Wovember 25th =

D
8ted, November 28th,
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Recommending approval of the application of iir.
Hugh Blair-Smith for permission to serve at the
same time as director of the Seaboard Kational Bank,
Hew York, H. Y., as director of the National Shawmut
3ank, Boston, liass., and as Vice President and director
of the Citizens National Bank and Trust Company,
Znglewood, . Je

Recommendation approved.
Recommending approval of the application of iir.
Ae Ne Sicard for permmission to serve at the same
time as officer and director of the First National
Bank, Fort Smith, Arkansas and as officer and
director of the Hartshorne National Bamk, Hartshorne,
Okla.

Recommendation approved.

The meeting adjourned at 1:00 ofclocke.
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