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A meeting of the Board of Governors of the Federal Reserve System

was held in Washington on Friday, May 1, 1956, at 10:30 a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Broderick
Mr. Szymczak
Mr. McKee

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary
Mr. Clayton, Assistant to the Chairman
Mr. Thurston, Special Assistant to the

Chairman
Mr. Wyatt, General Counsel
Mr. Paulger, Chief of the Division of

Examinations
Mr. Goldenreiser, Director of the Division

of Research and Statistics
Mr. Smead, Chief of the Division of Bank

Operations
Mr. Parry, Chief of the Division of Security

Loans
Mr. Bradley, Assistant Chief of the Division

of Security Loans
Mr. Drinnen, Federal Reserve Examiner

At the request of Mr. Broderick there was read a memorandum ad-

dressed by him to the Board under date of April 30, 1956, as follows:

"Following the Presidents' Conference held in Washington
on March 16 and 17, and the receipt of the Board's letter of
March 25, President Peyton of the Federal Reserve Bank of
Minneapolis inaugurated a survey of the operations of his
bank, including the functions heretofore performed under the
supervision of the Federal Reserve agent. Upon the completion
of his survey Mr. Peyton met with me in Chicago on Sunday, April
19, at which time he presented a complete reorganization plan
for the bank. It was evident from the material submitted by
Mr. Peyton that he had thoroughly reviewed all operations of
the bank, including the need for the services of each officer
and employee in the bank.

Mr. Peyton has concluded from his survey that the bank
has 45 employees in excess of its needs. Four employees have
tendered their resignations; nine are to be retired and thirty-
nine dismissed. This total reduction of fifty-two is to be
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"offset in part by the employment of nine new employees. The
employees dismissed are to be paid dismissal wages equivalent
to from 15 days' to 6 months' salary depending upon their
length of service. The dismissal wages would amount to
approximately $22,700. Mr. Peyton also proposes to increase
the salaries of 88 employees and to decrease the salaries of
47 other employees for the purpose of bringing their salaries
into line with their worth to the bank on the jobs which they
are now performing. The increases in salaries would amount
to $12,940 and the decreases to $9,070.

"The bank also proposes to make the following changes in
the salaries of officers:

Present
Salary

Proposed
jjaa_Ly_•

Proposed
Increase

$8,000 $6,000 $2,000*F. C. Dunlop Auditor
A. R. Larson Assistant Cashier 5,500 5,500 200
W. E. Peterson Assistant Cashier 4,500 5,000 500
Otis R. Preston Assistant Cashier 4,500 5,000 500
R. E. Towle Managing Director,

Helena Branch 7,000 7,500 500
A. A. Hoerr Cashier, Helena

Branch 4,000 4,500 500
C. J. Larson Assistant Cashier,

Helena Branch 3,500 5,600 500

Net Increase $ 500
*Decrease

"It will be noted that the salary changes include a decrease
of $2,000 in the salary of the auditor of the bank, and increases
aggregating $2,500 in the salaries of 6 other officers. It is

recommended that the above changes in salaries be approved by the
Board.

"It is also recommended that the Board approve the transfer
of the work handled in the bank examination function and in the
research and statistics function from the Federal Reserve agent
to the bank with the understanding, as pointed out in the Board's
letter of March 25, that such functions will, as heretofore, be
conducted under the general supervision of the Board of Governors
and that all appointments of examiners will be subject to the ad-
vance approval of the Board of Governors.

"Mr. Peyton recommends the appointment of Mr. H. G. McConnell
as Assistant Federal Reserve agent at a salary of $5,000 a year.
Mr. Peyton regards Mr. McConnell very highly and would expect him
to represent the Federal Reserve agent not only in the issuance
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nand retirement of Federal Reserve notes but also in other
important respects. In the last paragraph on page 2 of his
letter Mr. Peyton states:

'As the examiners obviously must report such
undue extensions of credit, I propose the
Examining Department report to the Assistant Fed-
eral Reserve Agent all such situations, and allow
him free access to all examination records, that
he may act in accordance with the Law, eliminating
independent investigations by him. I recommend
the same procedure in fulfillment of the provision
that the Federal Reserve Agent warn member bank
officers and directors of unsafe and unsound
practices and certify the facts in such cases to
the Board at Washington.'
"It seems to me that the Federal Reserve agent should look

directly to the officer in charge of the examination function
for information with respect to questions relating to the undue
extension of credit on the part of member banks and to the
necessity for yarning officers and directors of member banks
of unsafe and unsound practices. I do not believe it necessary
to appoint as Assistant Federal Reserve agents men who are
qualified to handle such matters. I should much prefer to see
the duties of an Assistant Federal Reserve agent, as such,
confined as nearly as practicable to the issuance and retire-
ment of Federal Reserve notes and to have the Federal Reserve
agent detail him, with the approval of the President, to per-
form such other work in the bank, preferably in the research
or examination departments, as is considered most expedient.

"The Assistant Federal Reserve agents, and any Acting
Assistant Federal Reserve agents, should of course continue to
be carried on the payroll of the Federal Reserve agent and be
subject to the instructions of the Federal Reserve agent. The
primary duties of the person appointed as Assistant Federal
Reserve agent should relate to the issuance and retirement of
Feder%1 Reserve notes and the holding in joint custody with
the Federal Reserve bank of Federal Reserve currency and
collateral pledged as security therefor. He need not be more
than a careful and conscientious employee of unquestioned
integrity and generally should receive a salary in the neighbor-
hood of $3,600 a year. It will be also necessary to appoint
one or more Acting Assistant Federal Reserve agents in order
that Federal Reserve notes may be issued and retired when the
Assistant Federal Reserve agent is absent from the bank.

"In his letter Mr. Peyton goes into some detail with
respect to the Helena Branch and recommends 'immediate plans
for the erection of a suitable building to adequately house
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"Branch functions and to present a proper appearance of dig-
nity and integrity to the Federal Reserve System'. The present

branch building was materially damaged by recent earthquakes
and Mr. Peyton feels that it would be wasteful to spend any

substantial amount of money on repairs to the existing building.
Mr. Peyton recommends that immediate consideration be given to

this matter. I feel, however, that it is not practicable to

reach a definite conclusion at this time as to whether the

Helena Branch should or should not be continued and, conse-

quently, recommend that action with respect to this matter be

deferred until later on this year.
Peyton states in his letter that certain free

services which the bank is now rendering might be eliminated.
It would seem important that the policy with respect to the

absorption of shipping charges on currency and coin to and from

member banks, the cost of non-cash collections, wire trans-

fers, etc., referred to by Mr. Peyton, should be uniform

throughout the System and, accordingly, it is recommended that
no change be made in this respect until after such matters

have been considered by the System as a thole, preferably at a

Presidents' conference.
"The details with respect to the election of directors

are placed, in Mr. Peyton's letter, under Vice President Powell.

Since details in connection with the election of directors are

placed by statute under the Chairman of the Board they should
be handled in such manner as the Chairman may direct.

"In addition to the approval recommended above of the

Changes in salaries of officers of the bank and of the trans-

fer from the Agent to the bank of the work handled by the

examination and research functions, it is recommended:

(a) that the Board authorize me to express to Mr.

Peyton, when I am in Minneapolis next week,

the views stated above with respect to the

Helena Branch, the free services now rendered

member banks, and the details in connection

with the election of directors,

(b) that I be authorized to express to the Chairman

and Federal Reserve Agent the views set forth

above with respect to the appointment of an

Assistant Federal Reserve Agent, and
(c) that I be authorized to advise Mr. Peyton that,

with the above exceptions, the reorganization

plan submitted by the Federal Reserve Bank of

Minneapolis meets with the Board's approval."

The recommendations contained in Mr.
Broderick's memorandum were discussed and
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Mr. McKee moved that Mr. Broderick be author-
ized to confer with the board of directors of
the Federal Reserve Bank of Minneapolis, or a
committee thereof, when he is in Minneapolis
next week and to agree upon the adoption of a
plan substantially in accordance with the
recommendations contained in his memorandum;
it being understood that the plan as thus deter-
mined upon, after approval by the board of
directors of the bank, will be approved by the
Board of Governors of the Federal Reserve System.

Carried unanimously.

During the discussion of Mr. Broderick's memorandum it was

Pointed out that the reorganization plan submitted by the Federal Reserve

Bank of Minneapolis contemplated the dismissal of thirty-nine employees

and the employment of nine new employees, and inquiry was made as to the

possibility of the nine positions being filled by an equal number of

employees whose release was being contemplated. Mr. Broderick stated

that each of the thirty-nine cases of proposed dismissal had been in-

vestigated personally by Mr. Drinnen and it had been ascertained that

the employees were old employees no longer fit for the work required,

that the work in which they had been engaged had fallen off considerably,

or that the employees were incompetent. Mr. Broderick also stated that

the employment of nine new employees was made necessary because of the

need for specially trained persons and that the persons to be dismissed

could not be used in those positions. The suggestion was made in the

course of the discussion that it would be desirable to defer the employ-

ment of the new people as long as practicable.
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Reference was then made to a memorandum dated April 28, 1956,

from Mr. Parry stating that, because of problems arising in connection

with Regulation "U" and changes in Regulation "T", it had been necessary

to can on the firm of Haskins & Sells during recent months for more

assistance than was anticipated last November when the present arrange-

ment with that firm for special services during a six months' period ending

May 31, 1936, was entered into, and that some adjustment in the present

arrangement would be necessary if the Board was to continue to avail

itself of the services of the firm. The memorandum recommended that the

Board authorize (1) an additional amount of not to exceed $1,000 to cover

such services during the month of May, or a total of not to exceed $4,000

under the present contract, and (2) a renewal of the existing arrangement

With Haskins & Sells for a further period of six months beginning June 1,

1956, for the same purposes and on the same conditions as the present

arrangement except that the total cost to the Board of the services

rendered shall not exceed $750 a month, or a total of $4,500 for the six

months' period. During a discussion of Mr. Parry's recommendations, he

stated that the services rendered by the firm of Haskins & Sells had been

Of a high order and very satisfactory, and that, as under the present

arrangement only such services were paid for as were actually used by

the Board, the arrangement was much more economical than if the Board

Should add to its staff an employee with the qualifications required to

meet the need filled by the retention of the accounting firm.

Upon motion by Mr. McKee, Mr. Parry's
recommendations were approved unanimously.
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At this point Messrs. Paulger, Parry, Bradley and Drinnen left

the meeting.

Chairman Eccles read a telegram received by him under date of

April 29, 1956, from Deputy Chairman Moore of the Federal Reserve Bank

of San Francisco, acknowledging receipt of the Board's letter of April

24, with respect to the salaries fixed for President Day and Cashier

Hale, and stating that the reference in the Board's letter to its under-

standing that the San Francisco bank had not been entirely in sympathy

With the contemplated transfer of the non-statutory duties of the Federal

reserve agent's department to the operating side of the bank had no

foundation in fact so far as Mr. Moore knew, and that, on the contrary,

the suggestion had met with only favorable comment from members of the

board and officers of the bank. The telegram also stated that a survey

was being made of the activities of the bank with a view to making the

transfer if and when approved by the Board of Governors.

The Secretary was requested to prepare a
reply to the telegram in accordance with sug-
gestions made by members of the Board.

Chairman Eccles also read a telegram addressed to him on April

29, 1956, by Mr. Case, Chairman and Federal Reserve Agent at the Federal

Reserve Bank of Nem-York, tendering his resignation as a Class C director

of the bank, effective as of the close of business on April 30, 1956.

The telegram also expressed appreciation of the courtesies which had

been shown Mr. Case by the Board.

Chairman Eccles stated that Mr. Case had talked with him over

the telephone on April 29 and had advised that he was not in a position

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



945

5/1/36 —8—

to accept a continuation of his designation as Chairman and Federal re—

serve agent on an honorary basis and that, while he appreciated the

Board's willingness to have him continue to serve in that capacity, he

had decided to make a connection with a private investment concern which

would become effective May 1, and that, therefore, he felt he should sever

his connection with the Federal Reserve Bank of New York by resigning as

a Class C director of the bank as of April 50, 1956.

for

By unanimous vote, the resignation of Mr.

Case as a Class C director of the Federal Re—

serve Bank of New York was accepted effective

as of the close of April 50, 1936, and the
Secretary was requested, in advising Mr. Case

of the Board's action, to state that the Board

appreciates the kind expressions contained in

his telegram and wishes him every success in

his new undertaking.

Chairman Eccles stated that the Treasury Department had arranged

a conference of representatives of the Federal reserve banks to meet

in Washington on May 12, 1956, under the direction of Mr. Burgess, Vice

President of the Federal Reserve Bank of New York, for the purpose of dis—

cussing the practice which is commonly followed at the present time in

connection with subscriptions of Government securities of padding sub—

scriptions in order to obtain a larger allotment of securities. He also

stated that the Treasury had requested that a representative of the Board

attend the conference and that it would be his suggestion that, inasmuch

as the fiscal agency function of the Federal reserve banks was one of the

matters assigned to Mr. Broderick for special consideration, he attend

the conference.
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It was understood that Mr. Broderick would
attend the conference and that, inasmuch as Mr.
Cagle, Assistant Chief of the Division of Exam-
inations, had made surveys of the fiscal agency

departments of the Federal reserve banks and had

made a special study of the matter to be taken
up, he would be requested to attend the confer-

ence with Mr. Broderick.

Chairman Eccles called attention to a letter addressed to him by

President Harrison of the Federal Reserve Bank of New York on April 281

1936, in which were set forth the considerations which had prompted the

board of directors of the bank to authorize, subject to the necessary

approvals, a reduction in the account being carried by the New York bank

with the Bank for International Settlements from approximately $2,500,000

to approximately $500,000, it being understood that approximately one-

fifth of the latter amount would be maintained as a sight dollar deposit

and the remainder invested in bills in accordance with the present

Procedure if that could be arranged. The letter also stated that, in

order to accommodate the reduction of the account insofar as possible

to the situation of the Bank for International Settlements with respect

to its dollar assets, the New York bank, following a telephone conversa-

tion between President Harrison and Chairman Eccles and following advice

by President Fleming of the Federal Reserve Bank of Cleveland, who is a

member of the Executive Committee of the Federal Open Market Committee,

that he was in agreement with the program, the New York bank was pro-

ceeding to make the necessary arrangements with the Bank for International

Settlements for the gradual liquidation during May of about $116001000 of

the bills purchased for the account, the proceeds to be remitted to the
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New York bank together with $400,000 from the dollar sight deposit.

During a discussion of the action to be taken by the Board on

the matter, it was pointed out that the transaction was one which re-

quires, in addition to the approval of the Board of Governors of the Fed-

eral Reserve System, the approval of the Federal Open Market Committee:

Accordingly, by unanimous vote, the
Secretary was requested to address a letter
to President Harrison advising that the Board
agrees that a reduction in the account with
the Bank for International Settlements is de-
sirable at this time and, therefore, approves
the proposed reduction, and that, as the trans-
action was one which requires also the approval
of the Federal Open Market Committee, a copy of
President Harrison's letter and a copy of the
Board's reply were being sent to each of the
Federal reserve bank members of the Committee,
other than President Harrison, with the request
that they advise by wire whether the proposed
transaction meets with their approval and that,
following receipt of these replies, President
Harrison would be advised by telegraph of the
result.

Chairman Eccles presented a letter addressed to the Board under

date of April 251 1936, by Mr. Clarence M. Woolley as Acting Chairman

of the Federal Reserve Bank of New York. The letter read as follows:

Trhe Directors of the Federal Reserve Bank of New York
appreciate the consideration which you have given to their
views concerning the continuance of Mr. J. H. Case as
Chairman of the Board and Federal Reserve Agent at this
bank, and are glad to have the statement of yOur position
Which is contained in your letter of April 17, 1936. We
regret that our views and yours are not in agreement on
the question of Mr. Case's continuance in office, but
there is nothing further to be gained by pursuing what is
an understandable difference of opinion.

"We are writing to you now, therefore, to discuss the
supplementary retirement allowances which might appropriately
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"be given to Mr. Case, upon his retirement April 30, 1936.
We appreciate the spirit in which you already have
approached this problem, but we cannot escape the feeling
that you and we shall not attain our objective in this
important matter, unless this bank is authorized to augment
its contribution to Mr. Case's retirement allowance beyond
what is suggested in your letters of February 26 and April
17, 1936.

"In our view the retirement allowance provided for an
officer or employee of this bank must be considered both in
relation to the nature and value of the service he has
rendered to the bank and to the amount of the annual salary
which he has received while in active service. It is only
in this way, it seems to us, that retirement allowances can
be made to express, at all adequately, the bank's apprecia-
tion of a man's contribution to its development, that the
purpose of making possible retirement without too radical
an alteration of living standards can be attained, and that
the final objective of preserving the good-will of those
retired, through the sense of a satisfactory termination of
a career, will be realized. Eventually, the automatic pro-
visions of the Retirement System may be made to approach
this goal in all cases, but in view of its present limita-
tions with respect to the basic salary upon which retirement

allowances are dependent, it now falls far short of these

requirements in the case of senior officers of the bank.
Me have attempted to approach the question of an

appropriate retirement allowance for Mr. Case in the light
of the above general principles. The record of Mr. Case's

services to this institution was summarized in our letter
of April 9, 1936, and need not be repeated here. It is

sufficient to say that, in our judgment, those services
have been of a character and importance which requires
that the utmost fairness be shown to Mr. Case, in the
matter of retirement allowances, if his term of office is
now to be ended because of the adoption of a System policy
and, in no rise, because of any fault in the performance
of his duties or the administration of his office.

"If, upon Mr. Case's retirement, the Federal Reserve
Bank of New York pays to the Retirement System the sum of
$25,000 (six months salary), for the purpose of supplementing
his retirement allowance, that allowance under any of the
possib]e benefit options would still be only about 10% of
his present annual salary. Under the option which Mr. Case
has indicated he probably must choose (option 2), his re-
tirement allowance would be approximately $4,477 per annum
as compared with e present annual salary of $50,000. If
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"the supplementary payment made by the bank is 450,000,
his total retirement allowance, under option 2, would
still be only about $6,242. Proportionately, of course,
this is much less than is permitted under general author-
ization of your Board in the case of most of the employ-
ees of the bank. Compared with the usual practice of
other banking institutions in this community which give
to retiring senior officers, as pensions, a very much
larger percentage of their regular annual salaries, such
allozances appear to be extremely modest. We mention
this latter circumstance only as evidence of the
reasonableness of the proposal which we now submit to
you, knowing as vie do that it is not possible, in the

Federal Reserve System, to duplicate the practices of

private institutions.
"It is our view, in short, that the facts justify

this bank in supplementing Mr. Case's regular retirement
allowance beyond what was first suggested in your letter
of February 26. In addition to making a contribution to
the retirement system of whatever sum may be necessary to
increase Mr. Case's annual retirement allowance to what
it would be if he were 65 years of age on April 30, we
would propose, upon his retirement, to pa;- directly to
him, or into the retirement fund for his account at his
option, the equivalent of one year's salary (,50,000)
rather than six months salary.

"Under present circumstances, we believe this to be
the minimum contribution which the bank should make to
a men retiring from the post of Chairman of the Board and
Federal Reserve Agent at the bank after nineteen years of
outstanding service in important official positions.
Such a contribution on the part of the bank would be only
a small expression of the continuing obligation which we
feel toward Mr. Case by reason of his dedication of his
mature life to the development of the bank, at a time when
the material rewards of private enterprises so far sur-
passed the similar rewards of service to the Federal
Reserve System. We hope that you will share these views
with us, and we request your Board's approval of the pay-
ments proposed herein."

Upon motion by Mr. Szymczak, the
Secretary was requested to prepare a reply
to the letter in accordance with suggestions
made by members of the Board during a dis-
cussion of Mr. Woolley's letter.
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In accordance with the agreement reached at the meeting of the

Board on April 22, 1936, there ensued a. further discussion of the question

whether action to increase reserve requirements of member banks should be

taken by the Board.

After reviewing various aspects of the
situation it was agreed that the matter should
be taken up again for consideration at a meeting
of the Board shortly after July 1.

At this point Messrs. Thurston, Wyatt, Goldemeiser and Smead

left the meeting and consideration was then given to each of the matters

hereinafter referred to and the action stated with respect thereto was

taken by the Board:

Telegrams to Messrs. Kimball, Strater and Young, Secretaries of

the Federal Reserve Banks of New York, Cleveland and Chicago, respectively,

etating that the Board approves the establishment without change by the

Nev' York bank on April 30, 1936, and by the Cleveland and Chicago banks

today, of the rates of discount and purchase in their existing schedules.

Approved unanimously.

Telegram to Mr. Austin, Chairman of the Federal Reserve Bank of

Philadelphia, reading as follows:

"Referring your letter April 28 and inclosure, advising
of acceptance by your board of directors of resignation of
V. F. Hutt as First Vice President your bank effective at
Close of April 30, 1936, and requesting approval of action
Your board in authorizing payment of 0,000, the equivalent
Of six months' salary, either in cash to Mr. Hutt or, at his
Option, to the retirement system for the purpose of supple—
menting the retirement allowance to which he is entitled,
Board is pleased to give its approval thereto in view of Mr.
Hutt's long service."
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Approved unanimously.

Letter to Mr. Dillistin, Assistant Federal Reserve Agent at the

Federal Reserve Bank of New York, reading as follows:

"Reference is made to your letter of April 17, 1936,
relative to the proposed acquisition of certain assets and
assumption of liabilities of the'National Bank of Yorkville
in New York'by'The Marine Midland Trust Company of New York',
both of New York, New York, and the establishment of a
branch of the trust company at the present location of the
national bank.

"It appears, from the information submitted with your
letter and a review of the latest reports of examination of
the two institutions, that the proposed action will not
result in any material change in the general character of the
assets of The Marine Midland Trust Company of New York or
broadening in the functions now exercised by it, within the
meaning of condition numbered 2 under which the trust company
was admitted to membership in the Federal Reserve System.
The Board, therefore, in accordance with the recommendation
of your office, will interpose no objection to the transaction,

provided that the matter has the approval of the appropriate
State authorities and that your counsel is satisfied as to
the legal aspects involved."

Approved unanimously.

Letter to Mr. Fred I. Kent, Chairman, Advisory Committee of the

New York Stock Exchange, New York, New York, prepared for the signature

of the Chairman, and reading as follows:

"This will acknowledge your letter of April 25th
written at Hot Springs, Virginia, in which you comment
on Regulation U of the Board of Governors of the Federal
Reserve System recently promulgated and which takes
effect May 1. In your letter you call attention to the
fact that the Advisory Committee of the Net York Stock
Exchange has had frequent occasion to make representations
before various governmental departments and that the
Committee has uniformly been accorded courteous considera-
tion of its recommendations. I desire to assure you that
the Board of Governors is likewise willing at all times to
receive suggestions and criticisms from any responsible
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"source respecting the regulations of the Board.
"Since the enactment of the Banking Act of 1035, the

Board has issued a number of revisions of its old regula-
tions and some new regulations. In each of these instances
tentative drafts of the regulations have been submitted to
the twelve Federal reserve banks, to the American Bankers
Association, and in some cases to other organizations, for
comment and criticisms. In addition to this procedure the
Board has frequently granted hearings to individuals or to
committees of responsible organizations interested in the
effect of the proposed regulation.

"Regulation U was under consideration for over six
months before it was finally adopted by the Board, and during
that period a tentative draft was submitted to the twelve
Federal reserve banks and through them to member and non-member
banks in their respective districts and to stock exchanges
throughout the country. It was also submitted to a committee
of the American Bankers Association. For the past several
months its promulgation has been expected almost daily by
the banking fraternity so that its recent issue could
sctrcely be considered premature or unexpected. Within the
last ten days a subcommittee of the American Bankers Associa-
tion appeared before the Board and suggested, among other
things, that the effective date of the regulation be post-
poned. The Board and its staff carefully considered the
representations made but found no substantial reason for any
delay in the effective date.

"It was the thought of the Board that the regulation
Should be general in its terms, that its operation under the
initial terms s'.-- ould be carefully observed, and that in the
light of the experience gained consideration could be given
to any needed amendments. It is suggested therefore that
after your Committee has had an opportunity to observe the
effects of Regulation U in its actual operation, it furnish
the Board with such recommendations as you feel are
warranted and. I can assure you that your suggestions will be
given careful and sympathetic consideration."

Approved unanimously.

Letter to Mr. P. W. Lazell, Comptroller, Bank of Jamestown,

Jamestown, New York, reading as follows:

"This refers to your letter dated April 13, 1936, pre-
senting certain questions regarding the interpretation of the
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"Regulations issued by the Comptroller of the Currency under
the provisions of section 5156 of the Revised Statutes
governing the purchase of investment securities. As stated
In the Board's letter of April 16, 1956, these questions
were submitted to the Comptroller for an expression of his
views thereon.

"The first question presented in your letter reads as
follows:

'(1) Is it permissible to set up a reserve for
premiums on bonds bought at a price exceeding par
by allocating lump sums from undivided profits,
and maintaining such reserve at all times at an
amount which would be at least as great as the
difference between the cost of all bonds bought
at a premium and the total amount at which the
said bonds could be redeemed at maturity, or at
the first call date, if callable prior to maturity,
rather than by accumulating this reserve by
periodical entries representing amortization of the
premiums on each particular issue and charging the
reserve with the accumulated reserve applicable to
the particular bonds being sold at the time of the
sale?'
"It is the view of the Board and also of the Comptroller

of the Currency that a reserve for premiums set up in the
foregoing manner meets the requirements of the Comptroller's
Regulations.

"With regard to your second question, it is the view of
the Board that the provisions of section 11(4) of the
Comptroller's Regulations do not apply to investment securi-
ties purchased by a State member bank prior to February 15,
1956. However, it is understood that the Comptroller of the
Currency has advised national banks that it is considered
desirable, for the sake of uniformity and from the standpoint
of good banking practice, that investment securities pur-
chased prior to February 15, 1956, be amortized. Accordingly,
your bank may wish to give consideration to the question
whether it desires to follow the procedure stated in such
section with reference to investment securities purchased
before February 15, 1956, even though not required to do so
by the Regulations."

Approved unanimously.
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Approved:

-17-

Thereupon the meeting adjourned.

C airm

I/6 k 
Secretary.
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