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Minutes of actions taken by the Board of Governors of the

Fecie
ral Reserve System on Monday, December 22, 1952. The Board met

in the
Board Room at 10:00 a.m.

PRESaNT: Mr. Martin, Chairman
Mr. Szymczak
Mr. Evans
Mr. Vardaman
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Sloan, Director, Division of

Examinations

There was a discussion of the

procedure followed in authorizing

travel by members of the Board's

staff, and it was agreed unanimously:

(1) that for a temporary period, ef-

fective immediately, all requests for

authorization of travel by all members

of the staff (except members of the

field examining staff of the Division

of Examinations engaged in examinations

of the Federal Reserve Banks) should be

submitted to the Board for prior approval;

and (2) that no authorization would be

given (except to members of the field

examining staff) covering regular or

intermittent travel by members of the

staff on stated assignments over the

course of a calendar year or other

period.

The re was presented a memorandum dated December 16, 1952, from

"t, Director, Division of International Finance, requesting that

foliol.

ring members of the staff of that Division be authorized to
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Proceed to Chicago, Illinois, for the period December 27-29, 1952, to

atterld Portions of the annual meetings of the American Economic Associa-

tion' the American Statistical Association, and the Econometric Society:

J. Herbert Furth, Chief, Western

European and British Commonwealth

Section
Henry K. Houser, Chief, Central and

Eastern European Section
Lawrence Bostow, Economist

'r the
the c

arnden Trust Company, Camden, New Jersey, reading as follows:

Approved unanimously.

Before this meeting there had been circulated among the members

(38-rd a draft of letter to Mr. Robert J. Kiesling, President of

Robi, "Your letter of November 7, 1952, addressed to Governor
b:ertson) and prior correspondence related thereto, have

'ell given careful consideration by the Board of Governors.

ae,_ 'In transactions involving the purchase of assets 
and

14'wmPtion of deposit liabilities of one bank by another, the

ofTil does not feel warranted in approving the capitaliz
ation

of '411Y premium paid in connection therewith, through the process

c_ writing up the carrying value of banking premises 30 acquired,

Z?Pt to a very limited extent in unusual circumstances. Simi-

be it does not feel that securities, so acquired, should

Iritten up above market value as of the time of acquisition.

acch,. "With respect to your proposal to sell t
he banking premises

that in the Collingswood transaction, you have been advis
ed

oro the Board, as a supervisory authority, would be conce
rned

oc with the bona fides and legality of the arrangement a
nd

001"ess of the transaction, all of which our examiners will

sl er after the event.
occur:The Board's requirement with respect to valuation of

(3 
Ities acquired was not made with any apprehension that

.rillient securities carried any degree of risk with respect
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"to fulfillment of the terms of the obligations, or that
Your institution would incur any loss through the acqui-

sition of such securities. It merely recognized the fact
that a market for such securities is available, and stipu-
lated that the trust company should not write up on its

books the securities acquired from the national bank in
an amount exceeding the market price of such securities.
The Board feels that the requirement was reasonable and

will insist upon compliance.
"In this connection, it is noted that the Board's

consent was given subject to the condition that any and
all securities acquired in the transaction would not be

Placed on the books of the trust company at amounts in ex-

cess of the market value of the securities on August 5,
1952, which was the date on which the agreement for pur-

chase and sale was executed. It is understood that the

actual transfer was effected September 5, 1952. The Board
ls not disposed to insist that market values on August 5
be applied if market values on the date of actual transfer,
September 5, are more acceptable for your purposes. It
is concerned only that such securities should be placed
on the books of the Camden Trust Company at market value,

Preferably on the date of agreement for purchase and sale,

°r If you consider it more desirable and practicable, on
the date of actual transfer.

"In your oral representations with respect to this

matter and in your letter you have been rather freely

Fitical of Vice President Hill of the Federal Reserve
Bank of Philadelphia, in which connection the Board wishes
You to know that it has complete confidence in Yr. Hill."

Governor Vardaman had requested that the matter be discussed at

a m
-eeting of the Board, and he now asked Governor Robertson to comment on

the
'equirement that the United States Government securities included

(1P1°ng the assets purchased by the Camden Trust Company from the Citizens

14atioriaa
Bank of Collingswood, Collingswood, New Jersey, should not be
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Placer;
cn the books of the trust company at amounts in excess of their

inalet value on August 5, 1952, the date on which the agreement for

Purchase and sale was consummated, or September 5, 1952, the date the

4etual transfer was effected, whichever date was more acceptable to

the trust 
company.

Governor Robertson said that this requirement might, of course,

in the Government securities in question being carried on the

booirn
" of the trust company at different amounts from similar securities

acIllired from other sources but that the requirement was in line with

the
general policy that securities acquired in transactions involving

the
Purchase of assets and assumption of liabilities of one bank by

afloth
er should not be written up above market value as at the time of

According to the same principle, he said, a bank should

11°t be Permitted to write up the carrying value of banking premises so

°(111-11'ed in the absence of unusual circumstances.

Governor Vardaman said that he was not advocating t
hat the trust

ftrlIparri
"e Permitted to write up the securities or the banking premises

th
a' he would like to discuss the situation, including the value of

the

he nvt2-oed that Mr. Kiesling had indicated that the trust company would

3ecuritie3 in question, with Governor Robertson, after which he

t
171sh to make a recommendation to the Board.

Governor Mills said that upon reviewing the file on this matter,
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clisP°seof stock which it owned in a title insurance company if the Board

1"341
 
permit the trust company to carry the banking premises acquired in

the Collingswood transaction at a higher figure. He noted that some pres—

alLre apparently had been put on the trust company to dispose of this stock

dinclIzired whether such a course was warranted in the light of the facts

sloped during the recent discussions of the Board relative to the in—

cluirY regarding membership in the System by Land Title Bank and Trust Com—

PanY' of Philadelphia, a bank which conducts a title insurance business.

Governor Robertson reviewed the circumstances whereby the Camden

rust Company acquired the stock in 1938 through consolidation with another

bark
and said it was understood at that time that the trust company was to

clisPoSe of the stock within a reasonable time. He went on to say that Mr.

Ing, in a recent conversation, proposed that if the Board would allow

the t
rust company to write up the carrying value of the banking premises

Id the , th
e -, 
a
Arernment securities acquired in the Collingswood transaction,

ust company would dispose of its stock in the title insurance company

tr4Itiscli„
elY, but that he told Mr. Kiesling no agreement of that kind could

berriacte
since the two matters were entirely unrelated.

Thereupon, the letter to Mr.

Kiesling was approved unanimously.

At this point Mr. Sloan withdrew from the meeting.
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Before this meeting there had been sent to the members of the

Bc)ard copies of a memorandum dated November 10, 1952, from the Division

ofpereonnel Administration submitting a revision of the Board's leave

r6gialations.

Ilised August 15, 1947, that subsequently they had been amended in certain

resP9ete, and that it seemed appropriate to revise the regulations generally
to

ta e into account these changes and to make certain clarifying changes

laNage and minor amendments. Attached to the memorandum was a state-
reflt 

listing the principal changes involved in the revision of the leave

regIllations.

The memorandum stated that the regulations were last re-

Unanimous approval was given
to the revised leave regulations
in the form submitted.

Governor Evans reported that in accordance with the authority

gilre4 to him at the meeting of the Board on November 17, 1952, he had
arran

ged for the
Coilnsei

-L in Charge of Appeals at the Federal Trade Commission, for a tern-

Period to assist the Board's staff in connection with the Clayton
1kt pr
c4 °ceeding against Transamerica Corporation, that Mr. Dawkins

gageri' in that work, that it would be desirable to retain his services

4fter
 the presentation of oral arguments before the United States

APPeals for the Third Circuit in Philadelphia, that the Federal

411tii

c°14-t

services of Mr. Robert B. Dawkins, Assistant General

was now
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Trade Commission would submit a voucher covering Ir. Dawkins' services

Upon the completion of his assignment, and that the cost probably

wotild be no more than the $3,000 charged when Mr. Dawkins previously

Pe
rf°rIlled some services for the Board in connection with the Transameri

ca

PrOCeeding.

Governor Evans said that the Board's reply brief was practi-

47 completed and would be filed with the court on or before January

15 
'7) 
in,-
' 3, that the court might set the oral arguments for a date abou

t

30 d aYs later, and that it was hoped a decision would be rendered bef
ore

13 1953.

The retention of Mr. Dawkins on

the basis described by Governor Evans

was approved unanimously.

Further consideration was given to the question whethe
r an

°Nzli
'cln should be sought from the Bureau of Employees' Compensatio

n of

the T,
uePartment of Labor as to the status of the Board's employees

 under

the D
'ederal Employees Compensation Act. The basis for discussion was

°randum dated November 12, 1952, from Governor Mills in
 which the

rect.,

"41111endation was made that the question not be r
aised at this time,

111.th
le understanding, however, that the Board would 

agree that in the

event
of a serious injury or death of an employee in line of duty the

aould take whatever steps might be necessary to assist the employee

°11 his 
dependents in Presenting the matter to the Bureau for the 

purpose
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of ascertaining their rights under the law. The memorandum also re-

e°11113ended that as long as the Federal Employees' Compensation Act was

held not to be applicable to the Board's employees, the insurance policy

vrith the Liberty Mutual Insurance Company be continued.

Governor Mills reviewed the previous discussion of this matter

t the meeting of the Board on November 20, 1952, and recalled that the

reexamination of the question whether to seek an opinion from the Bureau

was Prompted principally by the fact that an Act approved October 14, 1949,

tC°stantially increased the compensation benefits available under the Fed-

eral r,
'.c.41Ployeest Compensation Act, making them in many respects considerably

ger than those available to the Board's employees under the Board's

lisuranee policy. He said that the staff had been informed, upon inquiry,

that Insurance companies would not attempt to write a policy which would

Prow4,
e benefits comparable to the increased benefits under the Federal

Nftov
-ees t Compensation Act and that, even if this were possible, the

Premi,_
'43 would be almost prohibitive. Likewise, it seemed impracticable

to oo .
lder self-insurance because the resulting financial risk in certain

ullistances would be great and difficult administrative problems might

arise.

Governor Mills also brought out that employees of the Office of

the ,
'°mPtroller of the Currency and the Federal Deposit Insurance Corporation
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ere considered to be entitled to

C°InPensation Act, and that at the

introduced in the Senate, but not

to the effect that after June 30,

Poration should contribute to the

benefits under the Federal Employees'

last session of Congress, a bill was

enacted, which contained a provision

1952, the Reconstruction Finance Cor-

Employees' Compensation Fund on the

ba
-sls of annual billings as determined by the Secretary o

f Labor for

the benefit payments made from such fund on account of 
the Corporation's

employees.

As reasons against seeking a determination at this 
time, Governor

-&0 Pointed out that in 1938 the agency administering the 
Federal Employees'

C(IPsilsation Act ruled that the Act was not applicable to 
the Board's em-

P1°Yes5, that this ruling had not been changed, that no e
mployee of the

IklaY"'Q had suffered death or permanent disability while in 
line of duty,

arid
that the possibility of serious injury or death in 

line of duty seemed

lativslY remote in the light of this past experience.

There followBd a full discussion of the reasons 
for and against

askin
"g the Bureau for an opinion, during which 

Governor Evans expressed

the
isw that an opinion should be requested and, if 

it were determined

that ht
--s employees of the Board were entitled to the benefits of the 

Act,

the B
oard should, if possible, pay the cost involved. It was pointed out

th
is connection that there was apparently no provision o

f law at present
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under which the Board could make such payments and the Bureau could re-

eive thorn.

Other members of the Board felt that it would be preferable to

have
a determination by the Bureau because this might improve the posi-

ti0
4 of any affected employee or his dependents. They also pointed out

that a decision that employees of the Board were entitled to the benefits

of the Act would permit the termination of the policy carried with the

Libe„
4 cY Mutual Insurance Company and that it was not apparent that the

1317°1r1sions of the Act were intended to apply only to Civil Service em-

Db)ye0s.

to e
Chairman Martin then suggested that Governor Mills be requested

xPlore with the staff what course of action might be followed in ap-

131ching the Bureau of Employees 1 Compensation for a determination and

t
orePort back to the Board.

It was agreed that the procedure

suggested by Chairman Martin should be

followed, Governor Mills having con-

sented to undertake the assignment al-

though he continued to feel that the

question should not be raised at this

time for reasons which he had stated.

Governor Robertson presented a letter from Mr. B. M. Harris,

dent of The Yellowstone Bank, Laurel, Montana, and Chairman of the
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State Bank Division of the American Bankers Association, in which

Mr, Harris stated that he and other officers of the State Bank

Division would be in Washington on January 301 1953, and would

11)4e to visit the Board's offices at that time.

Governor Robertson was author-

ized to extend an invitation to Mr.

Harris and his associates to have

luncheon with the Board on that

date.

There was a discussion of attendance by the members 
of the

13°41'd at the Credit Policy Conference of the American Bankers Assoc
ia-

11, to be held in Chicago late in January 1953, and at the Midwint
er

4118t Conference of the Association, to be held in New Yo
rk early in

FebruarY 1953.

It was agreed that Governor

Robertson would attend the Trust

Conference as a representative of

the Board, and it was understood

that, according to present plans,

no member of the Board would par-

ticipate in the program of the

Credit Policy Conference.

At this point Messrs. Vest, General Counsel; Boothe, Adminis-

tlat
or, Office of Defense Loans; Noyes, Assistant Director, Divisio

n

or Research and Statistics; and Hackley, Assistant General Co
unsel,

errtel'ed the room.

Governor Vardaman referred to the loan in the amount of 
$76,750,000

by certain banks and insurance companies to the Reynolds Red
uction
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for the construction of aluminum facilities and fully guaran-

ta bY General Services Administration, and called attention to a

letter dated December 10, 1952, from Mr. Warner, Manager of the Credit

DePartment of the Federal Reserve Bank of New York, to Mr. Boothe read-

as follows:

"Reference is made to our letter dated November 24,

1952, transmitting copies of documents submitted by the

named Borrower to the Indenture Trustee in connection

with its First Request to withdraw 415,233,168.16 of

Trusteed Funds ($76,750,000).
"Manufacturers Trust Company, as Agent, transmitted

to us, under date of December 8, 1952, copies of Borrower's

Second Request, dated November 26, 1952 requesting the In-

denture Trustee to pay to it the sum of $14,804,269.19, to-

gether with certain supporting documents (Officers' Certi-

!",icate, Engineer's Certificate, and Opinions of Counsel).
There are enclosed herewith two copies of each of those
d
ocuments.

"The Agent advised us that under date of December 3,

1952, there was transferred from the Trusteed Funds the

amount of 414,804,269.19 for deposit in Borrower's Loan
Proceeds Account.

"To summarize the First and Second Requests, Borrower

1,1as now withdrawn $30,037,437.35 from the Trusteed Funds

-leaving a balance of $46,712,562.65. Construction costs

incurred to the close of November 14, 1952 totaled

$21,055,113.56, of which ].5,037,437.35 has been paid

!rid $6,017,676.21 remains unpaid. The 415,000,000 with-

awn in excess of paid construction costs is permitted

0",Y Section 5.01 of the Indenture.
"The enclosed Officers' Certificate describes in

Schedule B the expenditures in respect of items included
in clause (2) of the definition of 'construction costs' on

Page 19 of the Indenture. This clause includes tall out-of-

Pocket expenses for legal and financial services', etc., in-

Burred in connection with the loan. As you will note, Schedule

I
lists the sum of $1100,000 as payable to Dillon Read & Co.,
n for the account of itself and Reynolds & Co., for 'finan-

cial services and out-of-pocket expenses'.
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"Ne should appreciate it if you would transmit a

copy of this letter, together with a copy of each of the

enclosures to the General Services Administration."

Governor Vardaman stated that the original of the letter and

C°Pie8 of the enclosures were transmitted by messenger to General

Serldces Administration on December 11, 1952, in accordance with th
e

procedure in handling letters of this kind, that he had 
dis-

cuss d with members of the Board's staff the a00,000 payment me
n-

ticIned in the next-to-last paragraph of Mr. Warner's letter wh
ich

apparently represented a "finder's fee" for the placement of 
$140

1"111-ion of the loan with insurance companies, that the 
payment would

n°taPPear to be in violation of the guarantee agreement, that after

11.1 discussion with the staff it was his opinion that 
there was nothing

that the Board could or should do about the matter, but th
at he thought

the bboard should be advised because of its earlier 
discussions concern-

this loan and because of the size of the fee.

Governor Vardaman then called upon Mr. Vest, 
who stated that

P171.°1' to receipt of the letter from Mr. Warner the m
atter had not come

to 4.,
'"0 Board's attention in any way.

Mr. Vest then referred to the language of Executiv
e Order 10161

orlzing the Board to prescribe certain rates and fees in conn
ection

With th V-loan program after consultation with the guaranteeing agencies,
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and he reviewed the Board's actions pursuant to that authorization,

including the prescribing of maximum rates of interest and a schedule

of
guarantee fees and the issuance of regulations concerning commitment

fees and termination fees. He stated that to the best of the staff's

reccalection neither during the previous or the current V
-loan programs

had th-s Board made any requirement with respect to fees or char
ges of

the kind in question, which involved a payment by the borro
wer to a

third Party. /Ir. Vest went on to say that while it seemed po
ssible

that „the Board would have the power to prescribe some 
regulation on

this
subject, it had not undertaken to do so and, ac

cordingly, no regu-

latinn
-- of the Board was being specifically violated by the pa

yment of

the fee to Dillon Read & Company. He did not see how the Board at this

sta
ge could prescribe a requirement which would have l

egal effect as

far _
ds the loan in question was concerned, and he 

did not know whether

General Services Administration could do anything 
about the matter since

fal' as he knew there was nothing in the loan agree
ment or the nego-

tiati°ns concerning the loan which would give a legal
 basis for that

agencY to say that there was a violation of the 
guarantee agreement.

Usually, Mr. Vest said, representatives of 
the Federal Reserve

taro,
which acts as fiscal agent in connection with

 a guaranteed loan

84 i,
- on the negotiations preceding the loan and the

reby become familiar
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7rith the contract itself but in this case he understood that the con-

"t17a.ct Was worked out primarily. between General Services Administration

and the borrower and representatives of the New York Reserve Bank were

brought in only from time to time so that if there were any negotiations

e°vering the point in question they took place between the guaranteeing

a4'encY and the borrower.

Inasmuch as the Board was not in a position to say to the borrower

that it had violated any of regulations of the Board or any loan document

andsince the matter already had been called to the attention of the

Mar
ahteeing agency by means of the letter from Mr. warner, Mr. Vest

said, it seemed doubtful whether any good would be accomplished by taking

the matter up with the guaranteeing agency formally or informally.

Mr. Boothe stated that at no time during the previous or current

'41 Programs was there any indication of a desire on the part of the

gllarahteeing agencies to have the Federal Reserve Banks police V-loan

cliabursemsnts and the Board had not been asked to go further than the

Prescribing of rates and fees.

Governor Robertson asked if at the time this loan was discussed

13Y the
Board previously there was not an assumption that a "finder's fee"

was involved, and Mr. Boothe responded that it was so assumed but that it

Was
"ct thought that the fee would be so large in amount. He added that
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Phelan, Vice President of the Federal Reserve Bank of New York,

had indicated to him informally that in his opinion the rate of the

fee was unusually high.

There was a discussion of what action the Board might take in

the circumstances and of the Procedure fol)owed in transmitt
ing letters

Of the type written by Mr. Warner to the respective guaranteeing
 agencies.

111's Boothe stated in the latter connection that a representative o
f

General Services Administration advised him by telephone that the ori-

ginal
Of Mr. Warner's letter had been received by that agency.

It was the view of the members

of the Board that no action on the

part of the Board appeared to be

called for at this time. It was

agreed, however, that Mr. Boothe

should place in the files a memo-

randum indicating that Mr. Warner's

letter was sent to General Services

Administration and that it was re-

ported to have been received by that

agency.

At this point all of the members of the staff except Messrs.

Car 
pent. and Kenyon withdrew and the following additional actions were

taken by the Board:

Minutes of actions taken by the Board of Governors of the

0'a1 Reserve System on December 19, 1952, were approved unanimously.
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Telegram to Mr. Raymond W. Hall, Vice President and Controller,

Hall Brothers, Inc., Kansas City;Missouri, prepared pursuant to action

taken by the Board on December 161 1952, and reading as follows:

"Board of Governors has appointed you Class C di-

rector of the Federal Reserve Bank of Kansas City for

the three year term beginning January 1, 1953, has

designated you Chairman and Federal Reserve Agent at

the Bank for the year 1953, and has fixed your compen-

sation as such on uniform basis fixed for the same posi-

tion at other Federal Reserve Banks, at same amount

as aggregate of fees payable during same period to any

Other director for attendance corresponding to yours at

meetings of board of directors, executive committee, 
and

Other committees of board of directors.

"Your acceptance by collect telegram will be a
ppre-

ciated.
. "The Board will issue later a press statement on ap-

Pointment of directors at all Federal Reserve Banks 
and

Branches. It would be appreciated if announcement of you
r

appointment could be deferred until release of 
Board state-

Approved unanimously.

Letter to Mr. Peterson, Vice President, Federal Res
erve Bank

Of St. Louis, reading as follows:

"In accordance with the request contained in your

letter of December 10, 1952, the Board approves the ap-

Pointment of Harry A. Dougherty, at present an assista
nt

examiner, as an examiner for the Federal Reserve Bank

Of St. Louis.
"Please advise us of the date upon which the appoint-

ment becomes effective."

Approved unanimously.
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Letter to Mr. Woolley, Vice President, Federal Reserve Bank

OfKansas City, reading as follows:

"In accordance with the request contained in your

letter of December 10, 1952, the Board approves the ap-

Pointment of Harold Winfred Humphreys, Jr., as an assistant

examiner for the Federal Reserve Bank of Kansas City, ef-

fective January 2, 1953."

Approved unanimously.

Letter to Mr. Crosse, Assistant Vice President, Federal Reserve

Bank0
(3-' New York, reading as follows:

"The Board of Governors has given consideration to
the information submitted with your letter of December 4,
1952, and gives preliminary consent to the proposed merger
of the Bank of Great Neck, Great Neck, New York, with the

Garden City Bank and Trust Company, Garden City, New York,

Provided the merger is effected substantially in accordance

flt,11 the plan set forth in your letter and the accompanying
memorandum, and, in connection with such proposed merger,

!180 gives preliminary approval to the establishment of a

flranch in Great Neck, New York, by the Garden City Bank and

Irust Company.
. "This action is conditioned upon appropriate approval

being obtained from the State banking authorities and upon

condition that the merger agreement when submitted will be
satisfactory to you and the Board of Governors."

Approved unanimously.

Letter to the Board of Directors, Manufacturers and Traders

411st n-0Mpany, Buffalo, New York, reading as follows:

"Pursuant to your request submitted through the Fed-
eral Reserve Bank of New York, the Board of Governors ap-

proves the establishment and operation of a branch by the
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"Manufacturers and Traders Trust Company, Buffalo, New

York, at 65 Broad Street, City of Tonawanda, New York,

Provided the branch is established within twelve months
from the date of this letter."

Approved unanimously, for

transmittal through the Federal

Reserve Bank of New York.

Letter to the Board of Directors, Woodlawn Trust Company,

AlicluiPPa, Pennsylvania, reading as follows:

"Pursuant to your request submitted through the Fed-

eral Reserve Bank of Cleveland, the Board of Governors

approves the establishment and operation by the Woodlawn

Trust Company of a branch at 300 Main Avenue, Aliquippa,

Pennsylvania, provided the merger with The First National

sank of Aliquippa is effected substantially in accordance

Nith the plan submitted and prior formal approval is ob-

tained from the appropriate State authorities.

"The Board of Governors approves also the establish-

ment and operation by the Woodlawn Trust Company of a
branch at the corner of Newell Avenue and 22d Street,

t',-!aquippa, Pennsylvania, provided such branch is estab-

lished within twelve months after the date of this letter."

Approved unanimously, for

transmittal through the Federal

Reserve Bank of Cleveland.

Letter to the Board of Directors, Central Valley Bank of

Calif
°rIlla, Richmond, California, reading as follows:

"Pursuant to your request submitted through the Fed-
eral Reserve Bank of San Francisco, the Board of Governors
of the Federal Reserve System approves the establishment

operation of a branch in Newark, California, by Central
Valley
the 

Bank of California, Richmond, California, provided
uhe capital accounts of the bank are increased at least
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'1000 by the sale of additional capital stock, and
the branch is established within six months from the

date of this letter.
"Reports of examination for the past several years

indicate that capital accounts of your bank have not in-

creased in proportion to the growth of the bank and its

exposure to risk assets. It is understood that this

matter has been a subject of considerable discussion

between your management, the Reserve Bank, and the State

supervisory authorities. Until the situation is corrected

through the sale of sufficient additional capital stock,

further expansion through the establishment of any addi-

tional branches will not be looked upon favorably by the

Board of Governors."

Approved unanimously, to-

gether with a letter to Mr. Ear-

hart, President of the Federal

Reserve Bank of San Francisco;
reading as follows:

. "Reference is made to your letter of November 12, 1952,

With which you enclosed a copy of a letter received by you

from Mr. Charles P. Partridge, President of the Central

Valley Bank of California, Richmond, California, dated

October 31, 1952, requesting that you submit it to the

Board of Governors as a basis for reconsideration of the

member bank's application for approval of the establish-

ment of a branch in Newark, California.
"In view of the extraordinary circumstances involved,

the Board has approved the establishment of a branch in

Newark, California, by Central Valley Bank of California,

Richmond, California, as provided in the enclosed letter

Mich you are requested to forward to the Board of Directors

of the bank.
"From the information submitted, it would appear that

further expansion of the bank has not been justified, and
aPproval of the Board is based exclusively on the ground

tdlat, because of the manner in which the case has been

handled, a rejection by the Board would prove extremely
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embarrassing to both the Reserve Bank and the Superintendent
of Banks of California and might strain the relationship

between the State supervisory authorities and the Reserve

sank. We trust that every available step will be taken
to correct the undercapitalized position of this bank as
soon as Possible.
. "It is understood that Counsel for the Reserve Bank
will review and satisfy himself as to the legality of all
steps taken to establish the branch."

as

-21-

Letter to the Presidents of all Federal Reserve Banks, reading

follows:

"It is desired that the regular annual reports of
holding company affiliates on Form F. R. 437 be obtained
for the year ending December 31, 1952, or for the holding
company affiliate's latest fiscal year if it differs from
the calendar year. Accordingly, please request each hold-
ing company affiliate which has its principal executive
°ffice in your district, and which holds a general voting
permit, to file such a report in duplicate with your Bank
not later than February 2, 1953. However, if the annual
audit of any such holding company affiliate by public
accountants has not been completed by that date, the hold-
,l_ng company may, if it so desires, await the completion of
he audit, provided that its report to the Board is filed

as soon as practicable thereafter.

F 
"Please inform us as to the number of copies of Form

a.R. 437 which your Bank will need, in excess of its

Present stock, in obtaining the reports of holding company
affiliates in your district. The form has not been revised.

"It is requested that the annual reports of the hold-

fl.g company affiliates for 1952 be obtained and processed
Y your Bank in the same manner as the previous annual re-
Ports of holding company affiliates. This contemplates that

°n° copy of each report will be forwarded to the Board im-
mediately after receipt by your Bank, to be followed as
sjon as practicable by such additional data and explana-

ions as you may find it necessary to obtain from the

l'cisPective holding company affiliates to complete or cor-
rect their reports. It is contemplated also that, when
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Your Bank has analyzed and reviewed the reports of exami
-

nation by the supervisory authorities of the banks 
and

their affiliated organizations in each group, and h
as

completed the review of each report filed by a 
holding

company affiliate, a copy of the memorandum r
elating

to the review will be forwarded to the Board, to
gether

With any recommendations, comments, or suggestions

which you may have regarding each case."

Approved unanimously.
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