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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on Wednesday, January 182 1956. The Board met in

the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Vest, General Counsel
Mr. Sloan, Director, Division of Examinations

Mr. Marget, Director, Division of International

Finance
Mr. Horbett, Associate Director, Division of

Bank Operations
Mr. Hackley, Assistant General Counsel

Mr. Hexter, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division of

Examinations
Mr. Thompson, Supervisory Review Examiner, Divi-

sion of Examinations
Mr. Tamagna, Chief, Financial Operations and

Policy Section, Division of International

Finance

The following matters, which had been circulated to the members

of the Board, were presented for consideration and the action taken in

each instance was as stated:

Letter to Mr. Mangels, First Vice President, Federal Reserve Bank

of San Francisco, reading as follows:

In accordance with the request contained in your letter

of December 30, 1955, the Board approves the designations of

the following as special assistant examiners for the Federal

Reserve Bank of San Francisco:
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D. B. Drinkall
W. H. Hutchins
E. L. Harper

T. G. Myers
D. L. Staley
E. L. White

The Board also approves the designations of the follow-

ing as special assistant examiners for the Federal Reserve

Bank of San Francisco for the purpose of participating in

examinations of State member banks only:

R. E. Heydenreich
R. D. Jones
J. G. Lynch

R. Retallick
R. S. Terrill
A. E. Stephens

Approval is hereby given for the designation of 0. P.

Larson as a special assistant examiner for the Federal Re-

serve Bank of San Francisco for the purpose of participating

in examinations of State member banks only except Union Bank

& Trust Co. of Los Angeles.

All authorizations heretofore given your bank to desig-

nate these men as special assistant examiners are hereby can-

celled.

Appropriate notations have been made in our records of

the names to be deleted from the list of special assistant

examiners.

Approved unanimously.

Letter to Mr. Diercks, Vice President, Federal Reserve Bank of

Chicago, reading as follows:

The Board of Governors of the Federal Reserve System

has considered the recommendation of the Board of Directors

of your Bank, contained in your letter of December 29, 1955,
and, pursuant to the provisions of Section 19 of the Federal

Reserve Act, grants permission to "Peoples Bank and Trust

Company", Cedar Rapids, Iowa, to maintain the same reserves

against deposits as are required to be maintained by banks

located outside of central reserve and reserve cities, effec-

tive with the first semi-monthly reserve computation period

beginning after the date of this letter.

Please advise the bank of the Boardls action in this

matter, calling attention to the fact that such permission
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is subject to revocation by the Board of Governors of the Fed-

eral Reserve System.

Following comments by Mr. Horbett

on the reserve city status of Cedar

Rapids, the letter was approved unani-

mously.

Letter for the signature of Chairman Martin to The Honorable John
E. Moss, Chairman, Government Operations Subcommittee, Committee on Gov-

ernment Operations, House of Representatives, reading as follows:

This is in response to your letter of December 27, 1955,
regarding the Board's answer to question 3(a) of the ques-

tionnaire recently completed for your Subcommittee. With re-

spect to the statement in the answer that "some documents

which do not contain classified information, but which are in-

tended for internal use, are inscribed 1Confidential (F.R.)",

you ask to be advised of the statutory authority under which

this term is used to designate nondefense information which is

not made public. You also request an explanation of the back-

ground for the application of this term to material in the

Board 13 possession, including an indication of the type of

documents on which the term is placed.

The authority for treating documents bearing the legend

in question as being confidential is derived from section 3(c)

of the Administrative Procedure Act of June 11, 1946 (60 Stat.

237), which provides that "save as otherwise required by statute,

matters of official record shall in accordance with published

rule be made available to persons properly and directly con-

cerned except information held confidential for good cause

found." As indicated in the answer to question 3(a) of the

questionnaire, the term "Confidential (F.R.)" is used on cer-

tain documents which are intended for internal use in order to

call special attention to the nature of the subject matter;

and, in general, these are documents relating to subjects of

the kinds described in the Board 13 answer to question 1. As

there indicated, the principal classes of documents which are

not made public are those containing information covered by a

specific legal prohibition against disclosure, information with

respect to the determination of credit and monetary policies,

and information concerning the affairs of individual banks or
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others obtained by the Board in the discharge of its super-
visory functions. A more detailed description of such docu-
ments is set forth in the Board's Rules of Organization, a
copy of which was attached to the answers to the question-
naire.

As stated in the answers to the questionnaire, the Board
does not have authority to make original classifications of
defense information under Executive Order 10501; and it was
the Board's understanding that the use of the term "Confiden-
tial" was to be reserved for defense information. Consequently,
shortly after the issuance of that Executive Order in November
1953, the use of the term "Confidential" previously used to
designate documents intended only for internal use was discon-
tinued, and the legend "Confidential (F.R.)" was adopted for
this purpose in order to call special attention to the nature

of such documents and to differentiate them from classified

material under Executive Order 10501,

trust that the above will provide the additional in-

formation requested in your letter°

Approved unanimously.

Mr. Horbett then withdrew from the meeting.

Reference was made to a request from the Comptroller of the Cur-

rency for a recommendation regarding an application to organize a na-

tional bank at Hot Springs, Arkansas. After reviewing comments contained

in a report of investigation by the Federal Reserve Bank of St. Louis,

which recommended disapproval of the application, the Division of Examina-

tions submitted a draft of letter which referred to the borderline nature

of the case but concluded uith a favorable recommendation. In view of

comments by Governor Mills when the file was in circulation, the Division

also submitted a second draft which, after summarizing the favorable and

unfavorable factors, stated that the latter seemed to preclude a favorable
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recommendation concerning concerning the application. Subsequently, Governor

Balderston suggested a change in the wording of the second draft.

Governor Robertson stated that while he would have no objection

to a change in language for the purpose indicated by Governor Balderston,

he felt the Board's letter should retain wording to the effect that the

case was borderline.

In a further discussion of the matter, Governor Vardaman expressed

the opinion that additional banking facilities in Hot Springs would be

desirable from the standpoint of the public interest, but said that in

this case he would be willing to support the recommendation of the Federal

Reserve Bank of St. Louis.

Accordingly, unanimous approval
was given to a letter to the Comptrol-
ler of the Currency reading as follows:

Reference is made to a letter from your office dated Sep-

tember 19, 1955, enclosing photostatic copies of an applica-
tion to organize a national bank at Hot Springs, Arkansas, 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 made by an examiner for the Federal Reserve

Bank of St. Louis indicates that the proposed capital structure

of the bank would be adequate and that some need exists for

more convenient banking facilities in the area in which the

institution proposes to locate, On the other hand, there does

not appear to be much demand for credit in the community, and

it is questionable whether the proposed directorate and manage-

ment of the bank have the experience or ability to operate the

institution successfully. There is no indication that the

existing banks have failed to take care of banking needs. Al-

though it is a borderline case, the Board does not recommend

favorable action°
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The report of investigation indicates that a Mr. J. D.

Kirkpatrick, President of the River Oaks Bank, Houston,

Texas, would be interested in investing in the stock of the

proposed bank. For your information, Mr. Kirkpatrick's bank

is in an undercapitalized position with a secondary risk

asset ratio of 1 to 9.9, and it appears that an additional

investment in the stock of his own bank would be highly de-

sirable.

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.

Reference was made to a request of the Federal Reserve Bank of

New York for authority to open and maintain a new account in the name of

De Nederlandsohe Bank N.V. According to the Bank, this separate account

appeared necessary in order to provide a negative gold pledge arrangement

of $3 million in favor of a New York city bank to secure certain obliga-

tions of De Nederlandsche Bank N.V. Under this arrangement, the New York

city bank mould issue to an insurance company for the account of De

Nederlandsche Bank N.V. an irrevocable letter of credit designed to pro-

tect the insurance company against possible loss under certain surety

bonds. In a memorandum dated January 12, 1956, which had been circulated

to the members of the Board, Mr. Marget stated that there appeared to be

no reason to object to any aspects of the proposed transaction and recom-

mended that a telegram reading as follows be sent to Mr. Exter, Vice Presi-

dent of the Federal Reserve Bank of New York:

Your wire January 11. Board approves the opening and

maintenance of an account on your books in the name of De

Nederlandsche Bank N.V., for purposes stated in your wire,
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subject to the usual terms and conditions upon which your

Bank maintains accounts for foreign central banks and gov-

ernments.

It is understood that you will in due course offer

participation in this account to the other Federal Reserve

Banks.

Approved unanimously.

Messrs. Marget and Tamagna then withdrew from the meeting.

Pursuant to the understanding at the meeting yesterday, there

was a discussion of bank holding company legislation. For the purposes

of this discussion, the following memoranda had been prepared, and copies

had been sent to the members of the Board:

1. Memorandum dated January 16, 1956, from Mr. Hackley

to Governor Robertson regarding the "Statest rights" question

under bank holding company legislation. This memorandum sug-

gested that if the Board's opinion should be requested as to

the best means of preserving the rights of the States in this

field, the Board should adhere to substantially the same posi-

tion as it had taken since 1952; that is, that the rights of

the States could be effectively protected by a provision which

would require the administering agency to obtain and consider

the views of the State authorities before passing on any ap-

plication for the acquisition by a bank holding company of

control of additional banks. If any further provision on the

subject should be deemed desirable, it was felt that it should

go no further than a prohibition against the acquisition by a

bank holding company of the stock of any State or national

bank in any State whose statutes expressly prohibit the ac-

quisition of the stock in the case of a State bank.

2. Memorandum from Mr. Hackley commenting on proposed

amendments to bill S. 2577 (reported by the Senate Banking

and Currency Committee on July 25, 1955) which were contained

in a memorandum of December 10, 1955, from Mr. Gerhard Gesell,
Counsel for Transamerica Corporation, of which the Board had

received a copy from Mr. Gesell.

3. Memorandum from Mr. Hexter regarding the functions

of the Board of Governors under tax-relief provisions of

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



1/18/56 -8-

pending bank holding company bills. (Under both S. 2577

and H. R. 6227 (passed by the House of Representatives on

June 14, 1955) a bank holding company that also has nonbank-

ing interests would be required, with certain exceptions,

to dispose of either its nonbanking assets or its bank

stocks.)

At the request of the Board, Mr. Hackley first reviewed the tech-

nical drafting comments which were sent by the Board's staff upon request

to Counsel for the Senate Banking and Currency Committee, who was under-

stood to be preparing for the Committee a memorandum of possible changes

in S. 2577.

At the suggestion of Chairman Martin, Mr. Hackley then summarized

the principal differences between S. 2577 and H. R. 6227.

With regard to the "States' rights question", Mr. Hackley reviewed

his memorandum of January 16 and Governor Robertson stated reasons why in

his opinion the Board should continue to take the position on this ques-

tion which it had expressed on various occasions since 1952. There was

no dissent from the views expressed by Governor Robertson.

Mr. Hackley also reviewed the amendments to S. 2577 proposed in

Mr. Gesell's memorandum of December 10, 1955, and, with regard to each,

stated what position it was felt the Board should take if its comments

were requested.

The discussion then turned to the tax-relief provisions contained

in the pending bank holding company bills and Mr. Hexter described the

certifications which the Board would be required to make in this connection,
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his remarks being based on the memorandum which he had prepared.

In a discussion of the certifying responsibilities which would

be vested in the Board, Governor Robertson brought out that they were

included at the insistence of the Bureau of Internal Revenue, which would

thereby be assured on the basis of the Board's expert knowledge of the

requirements of the legislation that nonrecognition of gain to shareholders

was legally justified in each situation because the distribution was made

pursuant to the legislation and not as a tax-avoidance device.

During the discussion Governor Vardaman expressed the opinion

that to place in the Board certain of the responsibilities contemplated by

the bank holding company legislation, including the making of the afore-

mentioned certifications and the holding of hearings in connection with

requests by bank holding companies for permission to acquire control of

additional banks, would tend to alter the concept of the Board's functions

as essentially a policy-making organization, since the Board would be

charged with functions which he referred to as similar to those performed

by agencies such as the Securities and Exchange Commission.

Reference then was made to the possibility of a request from the

Senate Banking and Currency Committee that the Board be represented at a

meeting in executive session to discuss bank holding ccmpany legislation

which it was understood the Committee intended to hold early next week.

It was suggested that if representation at the staff level would be
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sufficient to comply with such a request, Messrs. Vest, Hackley, and

Hexter should represent the Board, and that if the Committee requested

attendance by a member of the Board, Governor Robertson should attend

and take with him such members of the staff as he desired.

This suggestion was approved
unanimously.

The meeting then adjourned.
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