
Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Wednesday, August 26, 1953. The Board

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

PRESENT: Mr. Szymczak, Acting Chairman
Mr. Evans
Mr. Vardaman
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Mr. Leonard, Director, Division of
Bank Operations

Mr. Vest, General Counsel
Mr. Allen, Director, Division of

Personnel Administration

Mr. Myrick, Assistant Director,

Division of Bank Operations

At the request of the Acting Chairman, the Secretary read

the text of a letter addressed to Chairman Martin under date of

August 21, 1953, by Chairman Parten of the Federal Reserve Bank of

Dallas, in which reference was made to the action of the directors

of the Dallas Bank in electing Mr. W. D. Gentry as President of the

Bank and Mr. W. H. Irons as First Vice President, subject to the ap—

proval of the Board of Governors, each for the unexpired portion of

the term ending February 29, 1956. The letter expressed the hope

that the Dallas Bank might be informed of the action of the Board

of Governors at as early a date as possible.

The situation referred to in Chairman Partents letter had

been the subject of discussion at the meeting of the Board on
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August 14, 1953, and also at an informal meeting on August 18,

1953, concerning which a memorandum has been placed in the Board's

files.

During a discussion which ensued, Governor Szymczak stated

that in accordance with the understanding at the meeting on August

14 and in the light of a subsequent telephone conversation which he

had with Chairman Martin, he advised Chairman Parten by telephone

that the Board would not be prepared to take action until all mem-

bers of the Board were available for a meeting, and that this might

not be until about the middle of September.

Governor Vardaman stated that he was planning to be away

from Washington from August 31 until September 8 and that if the

matter should come up in his absence he would like the record to

show that under no circumstances which he could presently envisage

would he favor appointment of Mr. Gentry or Mr. Irons as President

of the Dallas Bank.

There was also a discussion of whether any reply to Chairman

Parten's letter of August 21 was called for at this time. Governor

Evans stated that Chairman Parten had called him on the telephone

about the matter and appeared to have gained the impression from

earlier informal conversations with some member or members of the

Board that quick action on the part of the Board might be expected
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after the Bank's directors had acted. In the circumstances, Gover-

nor Evans suggested that an appropriate response be made to Chairman

Parten's letter.

Thereupon, unanimous ap-
proval was given to a letter
for the signature of the Acting
Chairman to Chairman Parten in
the following form, with the un-
derstanding that the Dallas situa-
tion would be discussed further at
the first opportunity when all of
the members of the Board were present:

This morning I had an opportunity to present to the
other three members of the Board who are in Washington
your letter of August 21 with respect to the selection
of a President and First Vice President at the Dallas
Bank.

The members of the Board who were here asked me to
express to you their appreciation of the interest you have
taken in this important matter and they regret that it has
not been possible to get all of the members together to
consider it. As I advised you by telephone, it will be

taken up as soon as all of the members of the Board return
to Washington shortly after Labor Day and Bill Martin will
be in touch with you at that time.

While there has been some informal discussion of the
matter by the available members of the Board, it is not
possible to say what the final views of the Board will be.

The following requests for travel authorization were presented:

Name and title 

R. F. Leonard, Director,
Division of Bank Operations

George B. Vest, General Counsel

Duration of travel 

September 15-18, 1953

September 15-19, 1953

To travel to Boston, Massachusetts, to attend a joint meeting
of the Subcommittee on Collections and the Subcommittee of Counsel on
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Collections, the the meeting being for the purpose of giving further
consideration to the matter of direct return of items to the first
endorsing bank, which matter was under consideration with a com-
mittee of the American Bankers Association.

H. F. Sprecher, Jr., Assistant Director, August 10-September 4,
Division of Personnel Administration 1953

To travel to Minneapolis, Minnesota, to visit the Person-
nel Department of the Federal Reserve Bank of Minneapolis, with the
understanding that Mr. Sprecher would be on annual leave during a
portion of the period.

Approved unanimously.

There was presented a memorandum dated August 17, 1953,

from the Office of the Secretary and the Division of International

Finance recommending, for reasons stated, that luncheons be given

in the Board's dining rooms on September 9 and 11, 1953, for central

bank officials attending the Eighth Annual Meeting of the Governors

of the International Monetary Fund and the International Bank for Re-

construction and Development, to be held in Washington, D. C., Sep-

tember 9-12, 1953. The memorandum also recommended that the Board

pay the cost of the luncheons and stated that no specific provision

had been made in the 1953 budget of the Division of Administrative

Services for the cost involved.

Approved unanimously.
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Prior to this meeting there had been circulated among the

available members of the Board a draft of letter to Mr. Johns,

President of the Federal Reserve Bank of St. Louis, reading as

follows:

The Board of Governors approves the payment of
salary to Mr. Victor M. Longstreet as Assistant Vice
President at the rate of $12,500 per annum, for the
period September 1, 1953, through December 31, 1953$
which is the rate fixed by your Board of Directors as
reported in your letter of August 14, 1953.

Governor Vardaman had requested that the matter be placed

on the agenda for consideration at a meeting of the Board, and he

now stated that his question was with respect to the salary proposed

for Mr. Longstreet as an Assistant Vice President of the St. Louis

Bank, his feeling being that an officer of this rank should not be

paid at the rate of $12,500 despite the explanation offered in Presi-

dent Johns' letter of August 14 that the Bank intended to groom Mr.

Longstreet to become Vice President in charge of one of its branches

within the near future.

In response to questions by Governor Vardaman, Mr. Allen

stated that although the salary proposed for Mr. Longstreet was

higher than the current salary of any Assistant Vice President at

the St. Louis Bank, it was within the maximum of the salary range ap-

proved by the Board for officers in that category. He also pointed
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out that the minimum of the salary range which had been approved

by the Board for Vice Presidents at the St. Louis Bank was $13,500.

Following a discussion, the

letter to President Johns was ap-
proved unanimously in the form sub-

mitted. Governor Vardaman stated
that he voted to approve the salary
proposed for Mr. Longstreet as As-

sistant Vice President with consider-

able reluctance sinoehe felt that Mr.
Longstreet either should be appointed

a Vice President or at a salary com-

parable to that currently paid to As-

sistant Vice Presidents of the St.
Louis Bank.

At this point Mr. Hackley, Assistant General Counsel, entered

the room.

At the meeting of the Board on August 5, 1953, preliminary con-

sideration was given to a memorandum dated July 10 from the Division

of Personnel Administration proposing certain changes in the Board's

leave regulations in the light of Public Law 102, which was signed

by the President of the United States on July 2, 1953, and the staff

was requested to consider the matter further and make recommendations

to the Board. The recommendations resulting from this subsequent staff

discussion were set forth in a memorandum dated August 13, 1953, from

the Division of Personnel Administration, copies of which had been sent

to the members of the Board prior to this meeting.

There was a general discussion based on the recommendations

contained in the memorandum of August 13, the provisions of Public
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Law 102, and the regulations understood to have been issued by

other Government agencies. No action was taken, however, and it

was understood that further consideration would be given to the

matter at a meeting when all of the members of the Board were present.

Governor Vardaman commented on the amount of overtime which

he understood was being worked by certain of the Board's star; par-

ticularly heads of divisions, stating that he questioned whether

this was necessary or desirable from the standpoint of good manage-

ment. He suggested that a report should be required of overtime

beyond a nominal amount, say thirty minutes a day.

Following a brief discussion,
the matter was referred to Mr. Allen
for consideration.

Mr. Allen then withdrew from the meeting.

Reference was made to an informal proposal by the Federal Re-

serve Bank of New York to adopt a new method of transporting Federal

Reserve notes from Washington to New York, the Bank having decided

that it would be satisfactory and more economical to use, through

contract with Brink's, Incorporated, a combination of armored car and

air service instead of shipping the currency by registered mail as at

present. The reasons for the proposal, the manner in which the plan

would operate, and the reactions of representatives of the Post Office

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



15 '

8/26/53 -8-

Department and the Office of the Comptroller of the Currency were

discussed in a memorandum dated August 12, 1953, from Mr. Myrick,

Assistant Director of the Division of Bank Operations. The memo-

randum also stated that the New York Bank had advised informally

that after the receipt of "crash bags", now on order, it planned

to have shipments made by the new method, possibly by October 1,

1953. It stated further that Brink's was understood to have ap-

proached several other Federal Reserve Banks and that if the New

York experiment was successful, the plan might be adopted by other

Reserve Banks.

Following explanatory comments by Messrs. Leonard and Myrick,

there Was a general discussion of the proposal during which Governor

Vardaman expressed the view that the possible savings involved would

not warrant departure from the use of the registered mail service and

that arrangements for air shipments of currency through contracts with

private companies would be justified only in an emergency.

Governor Robertson suggested that the New York proposal be

used as a basis for making a study of the most feasible methods of

reducing the cost of transporting currency, and he went on to suggest

certain possible methods whereby savings might be accomplished.

During the course of the discussion, reference was made to

the request of the Conference of Presidents of the Federal Reserve
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Banks at its meeting in September 1952 that its Committee on Mis-

cellaneous Operations survey the current and prospective needs of

the economy as a whole and the banking structure, in particular,

with respect to currency and coin with a view to recommending the

most effective and economical methods by which these needs might

be supplied. This request had been referred by the Committee on

Miscellaneous Operations to its Subcommittee on Cash, Leased Wire,

and Sundry Operations.

It was agreed that the New

York Bank should be advised in-

formally that the Board would not

be prepared to consider its pro-

posal for the transporting of Fed-

eral Reserve notes from Washington

to New York as a separate proposal,

and that the Board wished to have a

study made of the whole situation

with respect to currency shipments.

At this point Mr. Hackley withdrew from the meeting, and Yr.

Noyes, Assistant Director, Division of Research and Statistics, en-

tered the room.

Governor Evans, who had just returned from a trip to Buffalo,

New York, and Boston, Massachusetts, commented on the site which had

been chosen for a new building for the Buffalo Branch of the Federal

Reserve Bank of New York, stating that unusual care had been exercised

by the management of the Reserve Bank in selecting the site, that the
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location decided upon was desirable, and that objections to that

location which had been raised in some quarters around Buffalo

did not appear to be well founded.

Messrs. Leonard and Myrick then withdrew from the meeting,

and Mr. Solomon, Assistant General Counsel, entered the room.

Mr. Noyes, who at the invitation of Mr. Cole, Housing and

Home Finance Administrator, had attended a meeting of the directors

of the Federal National Mortgage Association on August 24, 1953,

reported on the discussion which took place at that meeting regard-

ing the operating policies of the Association.

Following a discussion based on these comments, Mr. Noyes

withdrew from the meeting.

Governor Vardaman inquired whether anyone on the Board's

staff was taking steps to make certain that the System did not per-

mit any substantial overdraft by the Treasury as it approached the

$275 billion statutory limitation on the national debt. He commented

that ho felt the Board should make certain that no special Treasury

certificates of indebtedness would be issued to the System in excess

of the statutory debt limitation and suggested that it would be de-

sirable for Chairman Martin to put the Treasury on notice at the

earliest practicable moment that if it inadvertently incurred an
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overdraft when the debt limit had been reached, the Treasury should

not issue any special certificates of indebtedness to cover such

overdraft.

Reference was made to a telegram dated August 25, 1953,

from Mr. Wilbur, Chairman of the Federal Reserve Bank of San Fran-

cisco, concerning participation by Bank of America National Trust &

Savings Association in the forthcoming elections of a Class A and a

Class B director of the Reserve Bank. Mr. Wilbur's telegram stated

that nominations for this election would open August 28 and close

October 28, 1953, while the polls would open November 9 and close

November 24, 1953. The telegram pointed out that in connection with

previous elections the member bank had demanded the right to vote

and, when such demand was referred to the Board of Governors for in-

structions, the Board had consistently taken the position that the

member bank was not qualified to participate in such elections be-

cause Transamerica Corporation was the holding company affiliate of

the member bank and it had theretofore designated another member bank

to participate in the nominations and elections. Mr. Wilbur anti-

cipated that Bank of America National Trust & Savings Association

would again urge its right to vote in connection with the forthcoming

elections and in the circumstances he requested instructions by tele-

gram on or before August 28 as to whether a nomination certificate
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should be enclosed in the Reserve Bank's circular letter concerning

the election, a copy of which would be sent in the usual course to

all member banks in the district. Mr. Wilbur stated that the circu-

lar letter was to be mailed on August 28 and raised the question

whether he should send Bank of America National Trust & Savings As-

sociation a special letter, as he had done heretofore, notifying

the Bank of the reason why it was not being furnished a nomination

certificate.

Mr. Vest stated that, as indicated in Chairnan'Nilburls tele-

gram, the matter had been the subject of consideration by the Board

in previous years with the conclusion on each occasion that Bank of

America was affiliated with Transamerica Corporation and that since

that Corporation had designated another bank to participate in such

elections, Bank of America was not eligible for such participation.

In this connection, Mr. Vest referred particularly to the Board's

letter of October 15, 1952, to Mr. C. F. dente, President of Bank

of America, sent in response to Mr. Wentels letter of September 27,

l952, which concluded with the statement that in the circumstances,

including the fact that the question of whether an affiliation existed

between Bank of America and Transamerica Corporation was pending before

the Court of Appeals, the Board felt that it would not be warranted

in taking a different position.

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



15f 3--

8/26/53 -13-

Mr. Vest noted that on October 15, 1952, Transamerica Cor-

poration had not disposed of its last holdings of stock in Bank of

America but that it did so shortly afterward and subsequently the

Board, in response to a second letter from Mr. Wente dated October

21, 1952, replied that it did not believe any change in its posi-

tion was warranted.

Mr. Vest said that he felt the situation was exactly the

same as on the date of the Board's second reply to Mr. Wente except

that at that time the Clayton Act proceeding against Transamerica

Corporation was pending in the Circuit Court of Appeals whereas it

had now been decided by that Court and the Board had requested the

Solicitor General to petition the Supreme Court of the United States

for a writ of certiorari. Mr. Vest expressed the view that, if the

matter was not in the courts, the question posed by Chairman Wilbur

would be a close and difficult one, but since the matter was for

practical purposes still in the courts he thought the Board should

take exactly the same position that it took in 1952.

Governor Robertson inquired whether the decision of the Court

of Appeals contained any statement with regard to control of Bank of

America by Transamerica Corporation, and when Mr. Vest replied in

the negative Governor Robertson asked whether this would be an issue
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if the case went to the Supreme Court. Mr. Vest stated that, while

it would not from the standpoint of the decision of the Circuit Court,

the question of control of Bank of America would be a factor.

After consideration of the circumstances which led the Board

to take the position in 1952 that Bank of America was not eligible to

participate in the election of directors of the Federal Reserve Bank

of San Francisco and the current status of the Clayton Act proceeding

against Transamerica Corporation, it was the view of the Board that

there should not be sent to Bank of America a nomination certificate

or anything that would indicate that the Bank was to participate in

the forthcoming elections. The Board also felt that no statement or

indication of a position by the Board one way or the other should be

volunteered to Bank of America at this time and that, if Bank of America

during the course of the nominations or the elections should raise a

question as to whether it was entitled to participate, the matter should

then be submitted to the Board for consideration in the light of the ex-

isting situation.

There was unanimous agreement
with a suggestion by Governor Varda-

man that Mr. Vest should advise the
Federal Reserve Bank of San Francisco
of the views of the Board.

The meeting then adjourned. During the day the following ad-

ditional actions were taken by the Board with all of the members except

Chairman Martin and Governor Mills present:
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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on August 13, 1953, were approved unanimously.

Minutes of actions taken by the Board of Governors of the

Federal Reserve System on August 14, 17, 18, 20, 21, and 24, 1953,

were approved and the actions recorded therein were ratified unani-

mously.

Letter to Mr. Sproul, President, Federal Reserve Bank of New

York, reading as follows:

This letter is in confirmation of the conversations

the Board's General Counsel has had with the General Coun-

sel of your Bank and other members of its legal staff re-

garding the temporary services of Mr. Gregory O'Keefe in

connection with work on the Transamerica case. As indi-

cated in these conversations, it will be most helpful to

the Board to have Mr. O'Keefe's assistance in connection

with discussions of this matter from time to time, the

preparation of the petition for writ of certiorari, and

the brief in that connection, as well as work in connec-

tion with the preparation of the brief on the merits in

the Supreme Court of the United States in case certiorari

Is granted.
It is understood that Mr. O'Keefe will remain on the

payroll of the Federal Reserve Bank of New York and that

the Board will reimburse the Bank for his salary and

travel and other official expenses, including hotel ac-

commodations in Washington and the Bank's contribution

to the Retirement System for his account covering the

periods of his work for the Board. Since Mr. O'Keefe

may have occasion frequently to travel between Washing-
ton and New York, such travel will be regarded as reim-
bursable official travel.

The Board appreciates very much the willingness of
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the Bank to make Mr. O'Keefe's services available to the

Board for this work.

Approved unanimously.

Letter to Mr. Clark, First Vice President, Federal Reserve

Bank of Atlanta, reading as follows:

Reference is made to your letter of August 12, 1953,

requesting the Board of Governors' approval for an ad-

justment in the salary structure applicable to the of-

fices in the Atlanta district.

The Board of Governors approves the following mini-

mum and maximum salaries for the respective grades of the

Federal Reserve Bank of Atlanta and its branches, effective

September 1, 1953:
Atlanta Jacksonville

and and

New Orleans  Birmingham  Nashville 

Grade Minimum Maximum  Minimum Maximum  Minimum Maximum 

1,740 2,340 1,680 2,220 1,620 2,160

2 1,800 2,400 1,740 2,340 1,680 2,220

3 1,920 2,640 1,860 2,520 1,800 20400

4 2,100 2,880 2,040 2,760 1,980 2,640

5 2,340 3,180 2,280 3,060 2,220 2,940

6 2,640 3,600 2,580 3,480 2,520 3,420

7 3,000 4,080 2,940 3,960 2,880 3,900

8 3,360 4,500 3,300 41400 3,240 41400

9 3,780 5,100 3,660 5,000 3,660 5,000

lo 4,200 5,700 4,100 5,6o0 4,100 5,600

11 4,800 6,500 4,800 6,500 4,800 6,500

12 5,500 7,400 5,500 7,400 5,500 7,400

13 6,200 8,400 6,200 8,400 6,200 8,400

14 7,000 9,400 7,000 9,400 7,000 9,400

15 7,800 10,500 7,800 10,500 7,800 10,500

16 8,700 11,700 8,700 11,700 8,700 11,700

The Board approves the payment of salaries to the em-

ployees, other than officers, within the limits specified

for the grades in which the positions of the respective em-

ployees are classified. It is assumed that all employees
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whose salaries are below the minimum of their grades as

a result of the structure increase will be brought with-

in the proper range as soon as practicable and not later

than January 1, 1954.
In approving the new salary structures, the Board

notes that the structure applicable to the Head Office

and the New Orleans Branch is below the average of the

community markets. It appreciates that the circumstances

at this time may make such a position desirable, but it

is hoped that as soon as feasible a more favorable market

relationship will be established.

Approved unanimously.

Letter to Mr. Clark, First Vice President, Federal Reserve

Bank of Atlanta, reading as follows:

In accordance with the request contained in your

letter of August 13, 1953, the Board of Governors ap-

proves the payment of salary to Mr. Robert M. Stephenson

as Assistant Vice President at the rate of $9,500.00 per

annum, effective August 6, 1953, through December 31,
1953.

Approved unanimously.

Letter to the Board of Directors, The Cleveland Trust Company,

Cleveland, Ohio, reading as follows:

Pursuant to your request submitted through the Fed-

eral Reserve Bank of Cleveland, the Board of Governors

of the Federal Reserve System approves the establishment

and operation of a branch at 33760 Aurora Road, Solon,

Ohio, by The Cleveland Trust Company, Cleveland, Ohio,

provided the branch is established within six months of

the date of this letter.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of Cleveland.
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Letter to the Board of Directors, Unicn Trust Company of

Maryland, Baltimore, Maryland, reading as follows:

Pursuant to your request submitted through the

Federal Reserve Bank of Richmond, the Board of Gover-

nors of the Federal Reserve System approves the estab-

lishment and operation of a branch at the intersection

of Ritchie Highway and Edison Street, Anne Arundel County,

Maryland, by the Union Trust Company of Maryland as a re-

sult of the removal to this location of the present branch

now located at 3530 South Hanover Avenue, Baltimore, Mary-
land, and provided the change in location is completed

within six months from August 12, 1953.

Approved unanimously, for
transmittal through the Federal
Reserve Bank of Richmond, together

with a letter to Mr. Armistead, Vice

President of the Reserve Bank, con-

taining the following paragraph:

While it is noted that your memorandum suggests a

twelve-month limit for establishment of the branch, it

is felt that the Board's approval should set a time

limit which coincides with that of the State authori-

ties.

Letter to the Board of Directors of the Occidental Savings

& Commercial Bank, North Hollywood (Los Angeles), California, stat-

ing that, subject to conditions of membership numbered 1 and 2 con-

tained in the Board's Regulation H, and the following special condi-

tion, the Board approves the Bank's application for membership in

the Federal Reserve System and for the appropriate amount of stock

in the Federal Reserve Bank of San Francisco, effective if and when
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the bank is authorized to commence business by the appropriate

State authorities.

3. At the time of admission to membership, such bank

shall have a paid-up and unimpaired capital stock

of not less than $250,000 and other capital funds

of not less than La25,000.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of San Francisco.

Telegram to Mr. Millard, Vice President, Federal Reserve

Bank of San Francisco, reading as follows:

Reurlet August 20, Board of Governors extends to

November 2, 1953, the time within which Home Bank,

Compton, California, may establish Redondo Beach

branch.

Approved unanimously.

Letter to Mr. L. D. Brace, President, First of Boston Inter-

national Corporation, c/o The First National Bank of Boston, Boston,

Massachusetts, reading as follows:

This will acknowledge with thanks your letter of

August 5, 1953 in reply to the Board's letter of July
21, 1953, enclosing copies of the report of examination

of First of Boston International Corporationlmade as of

May 22, 1953 by the examiners for the Board of Governors.

The Board has noted with interest the actions which

are to be taken with respect to the recommendations and

suggestions made by the Board's examiner following con-

sideration of the report at a meeting of your directors

on August 5, 1953.

Approved unanimously.
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Letter to Mr. Sproul, President, Federal Reserve Bank of New York,

reading as follows:

This refers to the Board's letter of April 17, 1953,
with which was enclosed, among other things, a copy of a

memorandum regarding the activities of Edge Corporations

which are appropriate or inappropriate in the United States,

and to your letter of June 29, 1953, in which you indicated

your views on the matter and enclosed a memorandum of coun-

sel with regard to the legal aspects of the subject.

The memorandum entitled "Activities of Edge Corpora-

tions Which are Appropriate or Inappropriate in the United

States" has now been reviewed in the light of the comments

of your Bank and the Federal Reserve Bank of San Francisco

and a number of modifications have been made. A copy of the

revised memorandum is enclosed herewith. As indicated earlier,

this memorandum does not represent mere interpretations of the

law, but would also involve the exercise of regulatory respon-

sibility and judgment by the Board.
The Board has not considered this memorandum and it is

recognized that there may be differences of opinion with re-

gard to the memorandum or various points in it. Before the

Board determines whether to send this memorandum to the two

Edge Corporations with an opportunity for them to express

their views regarding it, preliminary to the possible adop-

tion of the memorandum by the Board, it will be very help-

ful if you will again consider the matter and give us the

benefit of your views and suggestions regarding this pro-

posal and the various points set forth in the memorandum.

Your further advice along these lines will be much ap-

preciated.
For your convenient reference in this regard, there are

also enclosed copies of:
1. Letter of May 21, 1953 from Mr. Earhart, President

of the Federal Reserve Bank of San Francisco commenting on

the earlier material;
2. Letters of January 13, 1950, from Mr. Tiebout of the

New York Reserve Bank and February 8, 1950, from Mr. Carpenter

of the Board discussing the handling of letters of credit by

an Edge Corporation.

Approved unanimously, together
with a similar letter to Mr. Earhart,
President, Federal Reserve Bank of

San Francisco.
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Letter to Mr. Russell G. Smith, Executive Vice President, Bank

of America National Trust and Savings Association, San Francisco, Cali-

fornia, reading as follows:

This will acknowledge your letter of July 24 supplement-

ing the information furnished in your letter of March 1, 1952,

explaining the status of the Shanghai Branch of your bank.

This information has been furnished in accordance with the

provisions of Regulation M.
It is noted that it does not appear likely that you will

be able to complete liquidation within the forseeable future,

but that whenever there are developments which have a material

bearing on the situation you will report them to the Board of

Governors.
Your courtesy in furnishing this information is very much

appreciated. In furnishing subsequent information, it is sug-

gested that it be transmitted in duplicate through the Federal

Reserve Bank of San Francisco in order that the Reserve Bank

may be currently informed regarding developments.

Approved unanimously, for

transmittal through the Federal

Reserve Bank of San Francisco.

Letter to the Comptroller of the Currency, Treasury Department,

Washington, D. C., (Attention: Mr. G. W. Garwood, Deputy C-Jmptroller of

the Currency) reading as follows:

Reference is made to a letter from your office dated

July 23, 1953, enclosing photostatic copies of an applica-

tion to organize a national bank at LaCenter, Kentucky, and

requesting a recommendation as to whether or not the applica-

tion should be approved.

Information contained in a report of investigation of

the application by the Federal Reserve Bank of St. Louis in-

dicates favorable findings with respect to all of the factors

usually considered in connection with such applications. Ac-

cordingly, the Board of Governors recommends approval of the

application.
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The Board's Division of Examinations will be glad to

discuss any aspects of this case with representatives of

your office, if you so desire.

Approved unanimously.

Letter to Mr. L. A. Jennings, Deputy Comptroller of the Currency,

Washington, D. C., reading as follows:

This refers to your letter of August 11, 1953, regarding
the suggestion made in the Board's letter of May 29, 1953,
that in connection with the proposal of your Office to recom-

mend an amendment to section 23A of the Federal Reserve Act

there should also be proposed an amendment to section 24A of

that Act. With your letter there was enclosed a memorandum

prepared in your Legal Division with respect to which you re-

quested the Board's comments.
The Board understands that by administrative interpreta-

tions of section 24A your Office has taken the position that

where construction of bank premises of a national bank is fi-

nanced through the device of a "dummy" corporation and the cost

of the premises will exceed the bank's capital stock, the con-

sent of the Comptroller of the Currency must be obtained by

the bank if such corporation is controlled by the bank or by

its majority stockholders regardless of the actual legal con-

nection between the bank and the corporation. The Board ap-

preciates the advantages pointed out in the memorandum of

your Legal Division of dealing with this problem on an ad-

ministrative basis; and it was not the intent of the Board's

proposal that any change should be made in the provisions of

section 24A which would make it easier than at present for

banks to evade the spirit and intent of those provisions. On

the contrary, as stated in the Board's letter of May 29, it

was felt that the proposed liberalization of section 23A,

which at present effectively limits member bank investments

in companies holding bank premises, would make it more possible

for a member bank, through a subsidiary corporation, to con-

struct and hold bank premises costing far in excess of the

amount of the bank's capital stock, without the consent of

the Comptroller or the Board; and it was for the purpose of

providing a statutory barrier against such possibilities that

the Board suggested the desirability of an amendment to sec-

tion 24A.
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The Board continues to feel that such an amendment is
desirable. However, the language of the amendment suggested
in the Board's letter was intended only as one method of ac-
complishing the desired objective. Since your Legal Division
feels that that language might not be adequate for this pur-
pose, the Board would have no objection to the alternative
language suggested in the memorandum enclosed with your letter
under which the approval of the Comptroller or the Board would
be required in any case in which the aggregate of all invest-
ments by a member bank in bank premises, together with the
amount of any indebtedness incurred by any corporation hold-
ing the bank premises which would be an affiliate of the bank
within the meaning of the Banking Act of 1933, would exceed
the bank's capital stock.

Approved unanimously.

Letter to Mr. Leach, Chairman, Conference of Presidents of the

Federal Reserve Banks, c/o Federal Reserve Bank of Richmond, reading as

follows:

The Board would like to have the following topic included
on the agenda for discussion at the joint meeting of the Board
with the Conference of Presidents of the Federal Reserve Banks
scheduled for September 24, 1953:

Experience of the Federal Reserve Banks with the
verification and destruction of United States cur-
rency under the Treasury Department regulations
which became effective July 1, 1953.

Approved unanimously.

Letter to Mr. Prochnow, Secretary, Federal Advisory Council,

38 South Dearborn Street, Chicago, Illinois, reading as follows:

The Board would appreciate having the following items

placed on the agenda for discussion at the meeting of the

Board and the Federal Advisory Council to be held on Tuesday,

September 15, 1953:
1. What are the views of the Council with respect to

the prospective business situation during the next 3 to 6
months and the probable changes in the volume and purposes

of bank loans in that period?
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2. What comments does the Council have to make with

respect to the System's recent and current credit policies,

and what modifications of those policies does the Council

believe might be desirable during the balance of the year?

3. What, if any, suggestions does the Council have as

to legislation that the Board might support or sponsor in the

forthcoming session of the Congress?

Approved unanimously.
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