
Minutes of actions taken by the Board of Governors of the Federal

Reserve System on Monday, September 27, 1954.

Board Room at 10:00 a.m.

PRESENT: Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

The following

Martin, Chairman
Vardaman
Mills
Robertson
Miller
Balderston

The Board met in the

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Vest, General Counsel
Mr. Daniels, Chief, Reserve Bank Operations

Section, Division of Bank Operations

requests for authority to travel on official busi—

nes3 of the Board were presented:

&alIZLITULLLI

Mr. Bethea, Director, Division
of Administrative Services

lir. Myrick, Assistant Director,
Division of Bank Operations

Duration of travel

October 5-8, 1954

October 5-8, 1954

To travel to Richmond, Virginia, to attend, as associate members, a
meeting of the Presidents' Conference Subcommittee on Cash, Leased Wire,
and Sundry Operations.

Approved unanimously.

Pursuant to the understanding at the meeting on September 23,

1954, Mr. Leonard, Director of the Division of Bank Operations, had pre—

Pared a draft of letter from the Board to Mr. Johns, President of the

Federal Reserve Bank of St. Louis, relating to the proposed new Louisville

Branch building. Copies of the draft had been sent to the members of the
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Board prior to this meeting.

During a discussion, several suggestions were made for changes

in the draft, and Governor Balderston presented a suggested rewording

Of the first part of the letter.

At the conclusion of the
discussion, during which the
other members of the Board in—
dicated that they agreed with
the approach suggested by Gov—
ornor Balderston, he was re—
quested to revise the letter to
the Federal Reserve Bank of St.
Louis in the light of comments
made at this meeting, and was
authorized to approve the letter
for transmittal after having had
such consultation as he desired
with other members of the Board
or with members of the staff.

Secretary's Note: Pursuant to
the above action, a letter read—
ing as follows was sent to Presi—
dent Johns under today's date:

Since the helpful meeting with the Reserve Bank repre—
sentatives on September 17 the Board has given further con—
sideration to the proposed plans for a new Louisville Branch
building.

As already indicated, the Board wishes to commend the
effectiveness of the design in providing net usable area and
in the internal space arrangement. Although several members
of the Board have certain reservations as to the exterior ap—
pearance of the building, the Board approves, and it is under—
stood that you will now proceed with, the preparation of
detailed plans and specifications for a new Louisville Branch
building on the basis of the preliminary plans and specifica—
tions that were submitted, as modified by the report you and
the architects gave at the Board meeting September 17.

.It is understood the specifications will be altered to
permit the substitution of alternate materials of high quality
but less costly than some of those listed in the present
sPecifications and that it is planned to use limestone facing.
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In matters of design and taste the Board feels that the
responsibility rests largely with the directors of your Bank
and branch. However, it urges consideration by you and your
directors of two points:

1. The depth of the stone pil-
lars on the front of the
officers' quarters

2. Security measures for the ex-
posed north and west elevations.

With respect to the first of these, the Board wonders
whether the depth of the stone pillars could not be reduced
to advantage without sacrificing either appearance or pro-
tection against light.

The Board's main concern, however, is with point number
2 because of its belief that System buildings should be so
Planned as to offer adequate protection at all times and es-
pecially in the event of crisis. This suggests the advantage
of setting back the north wall of the building from the prop-
erty line and raising the sill level of the lowest bank of
windows; also, of raising the sill level of the large window
on the rear to prevent the currency sorting from being ob-
served from outside. As was mentioned at the September 17
meeting, altering the treatment of the windows at the first
floor level on the north side in order to raise the sill
height, perhaps by substituting individual windows and piers,
would be consistent with the different window treatment be-
tween first floor and upper floor windows on the Fifth Street
side.

After you and the directors of your Bank and the Louisville
Branch have considered these points, will you please inform the
Board as to your views concerning them.

Mr. Daniels then withdrew from the meeting.

Governor Robertson referred to a letter dated September 1, 1954,

from Mr. Millard, Vice President, Federal Reserve Bank of San Francisco,

submitting, with the Reserve Bank's favorable recommendation, the ap-

Plication of Occidental Savings and Commercial Bank, Los Angeles (North

11°11ywood), California, for permission to establish a branch in the

Voodland Hills section of Los Angeles. The application was analyzed in
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a memorandum from the Division of Examinations dated September 8, 1954,

and favorable action by the Board was recommended, subject to the con-

dition that the capital of the bank be increased by not less than

$150,000, this being the same condition fixed by the California State

Banking Department in approving the application. The file on the matter

indicated that the Office of the Comptroller of the Currency had re-

ceived an application from the Security-First National Bank of Los Angeles

to establish a branch in the same area, that it seemed unlikely that the

area could support two banking institutions, and that although the ap-

Plication of the national bank was filed subsequent to that of the State

member bank, the Comptroller of the Currency felt that the larger bank

should be given the preference and intended to approve its application.

Governor Robertson stated that Occidental Savings and Commercial

Bank opened for business as a member bank on January 19, 1954, that as a

general rule he felt that a new bank should show that it could operate

successfully before establishing branches, but that he considered this

case an exception since the bank had good management, had competent

Personnel available to operate a branch, was in good condition and well

capitalized, and was willing to provide additional capital to the extent

l'equired if it obtained permission to establish the branch. He then

referred to the understanding among the Federal bank supervisory agencies

Which provides for inter-agency clearance of applications and the giving

°f Priority to the application filed first in the event of conflicting

4PPlications. He said that he had talked on the telephone with Mr. Jennings,
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Deputy Comptroller of the Currency, who reported that the Comptroller

had decided to grant the national bank's application irrespective of

whether the Board approved the request of the State member bank, it

being the Comptroller's feeling that the national bank was entitled to

have the branch. Governor Robertson went on to say that at his request

the matter was held in abeyance until the Comptroller's return from

vacation, after which he received word from the Comptroller's Office to

the effect that the Comptroller's position was unchanged. Governor

Robertson said that he then talked with the Comptroller, reminded him of

the inter—agency agreement, and agreed to his request that the matter

again be held over until he had returned from a contemplated out—of—town

trip.

Governor Robertson then recommended that the application of the

State member bank be approved by the Board on the condition that the bank

increase its capital to the extent required by the California State Bank—

ing Department, but that formal notification of the Board's action not

be sent until after he (Governor Robertson) had an opportunity to discuss

the matter again with the Comptroller of the Currency, to whom he would

indicate the nature of the Board's action.

During a discussion which followed, Governor Vardaman stated that

he favored approving the State member bank's application, but for reasons

somewhat different from those given by Governor Robertson. In his

°Pinion, the Board should be careful not to adopt a paternalistic attitude

or inject the element of personal judgment in considering such matters as
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branch applications. For example, he thought that in certain circum—

stances it would be in order for a new bank to begin business with one

or more branches. He would justify approving the application of

Occidental Savings and Commercial Bank simply on the basis that, from the

information submitted, it appeared that the bank was entitled to have

the branch.

Other members of the Board noted with some concern the fact that

it appeared doubtful whether the area in question could support two

banking institutions, and they expressed the hope that Governor Robertson

would be successful in reaching an agreement with the Comptroller of the

Currency on a satisfactory working arrangement along the lines of the

current inter—agency understanding. They stated that if approval of the

State member bank's application at this time would strengthen Governor

Robertson's position in his further discussions with the Comptroller,

they would be willing to approve the application at this meeting.

At the conclusion of the dis—
cussion, the application of Occi—
dental Savings and Commercial Bank,
Los Angeles (North Hollywood), Cal—
ifornia, to establish a branch in
the Woodland Hills section of Los
Angeles was approved unanimously,
on condition that the bank increase
its capital by not less than $150,000,
with the understanding that formal
notification of the Board's action
would not go forward until Governor
Robertson had discussed the situation
thoroughly with the Comptroller of
the Currency°

The meeting then adjourned. During the day the following
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additional actions were taken by the Board with all of the members ex—

cept Governor Szymczak present:

Minutes of actions taken by the Board of Governors of the Federal

Reserve System on September 24, 1954, were approved unanimously.

Letter to Mr. Stetzelberger, Vice President, Federal Reserve Bank

of Cleveland, reading as follows:

In accordance with the request contained in your let—
ter of September 20, 1954, the Board approves the designa—
tion of the following as special assistant examiners for
the Federal Reserve Bank of Cleveland:

Cincinnati Branch 

Thomas Petroze Walter L. Niehaus
William Sullivan Albert H. Puthoff
Robert C. Knecht

Appropriate notations have been made on our records of
the names to be deleted from the list of special assistant
examiners.

Approved unanimously.

Letter to Mr. Bryan, President, Federal Reserve Bank of Atlanta,

reading as follows:

This will acknowledge receipt of your letter of Sep—
tember 16, 1954, transmitting the letter from Mr. Woods,
President of the Trust Company of Georgia Associates, dated
September 15, regarding the appointment to meet with repre—
sentatives of the Board on October 4 at 2:30 p.m.

Will you kindly advise Mr. Woods that the meeting will
be held in the Federal Reserve Building, at 20th and Con—
stitution Avenue, N. Wo, and that the Board will be pleased
to receive any information pertinent to the matter that he
may care to submit. The Board does not know at this time
of any special information not already furnished which
needs to be submitted prior to the meeting.

Approved unanimously.
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Letter for the signature of Chairman Martin to Mr. Harold E.

Stassen, Director, Foreign Operations Administration, Washington, D. Co,

reading as follows:

This is in reply to your letter of September 1 regard-
ing technical assistance in the field of central banking for
Bolivia.

I am glad to inform you that we are able to suggest the
name of a man in the Federal Reserve System who is believed
to be well qualified and can be made available for the mis-
sion that you describe. He is Mr. A. M. Gustayson, Assistant
General Auditor of the Federal Reserve Bank of Chicago. The
Federal Reserve Bank of Chicago is willing to make Mr. Gus-
tayson's services available for the period required for this
assignment, which we understand will be not more than four
months, and Mr. Gustayson has been told by his physician
that he appears to be in suitable physical condition for
undertaking this work in La Paz°

It is understood that the FOA will defray all travel and
other out-of-pocket costs involved in this mission, but that
the Federal Reserve Bank of Chicago will conGinue Mr. Gus-
tavsonts salary. Members of the staff of the Board here will
be glad to assist, to any extent necessary, in working out
the remaining details of the arrangement between your organi-
zation and the Federal Reserve Bank of Chicago and Mr. Gus-
tayson. Mr. Lewis N. Dembitz, Assistant Director of the
Board's Division of International Finance, has been requested
to keep in touch with your Mr. Phillips regarding these
Problems,

A copy of your letter, and of this reply, are being sentto Mr. C. S. Young, President of the Federal Reserve Bank of
Chicago.

I am very glad that we are able to cooperate with FOAin this matter.

Approved, Governor Vardaman
not voting.

Letter to the Comptroller of the Currency, Treasury Department,
Washington, D. C., (Attention: Mr. G. W. Garwood, Deputy Comptroller of
the 

Currency‘,) reading as follows:

Reference is made to a letter from your office dated
dulY 15, 1954, enclosing photostatic copies of an application
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to organize a national bank at Olton, Texas, and requesting
a recommendation as to whether or not the application should
be approved.

In the light of an investigation made by an examiner
for the Federal Reserve Bank of Dallas and after consideration
of the factors set forth in your letter, the Board of Gov—

ernors does not feel that it would be justified in recom—

mending approval of the application, although it recognizes

that the facts in this case present a very close question.

Although the proposed capital structure is not completely

satisfactory and the proposed management is not experienced
in independent operation, these factors might be resolved

favorably with a view to providing banking competition in
the community  except for the wide seasonal fluctuations in
the local economy which give rise to serious doubt as to
whether it would support the successful operation of an
additional facility.

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, Governor Vardaman
voting "no".

X+
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