
Minutes for October 24-, 1956. 

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the

Board of Governors of the Federal Reserve System on

the above date.

It is not proposed to include a statement

with respect to any of the entries in this set of

minutes in the record of policy actions required to

be maintained pursuant to section 10 of the Federal

Reserve Act.

Should you have any question with regard

to the minutes, it will be appreciated if you will

advise the Secretary's Office. Otherwise, if you

were present at the meeting, please initial in col-

umn A below to indicate that you approve the minutes.

If you were not present, please initial in column B

below to indicate that you have seen the minutes.

Chin. Martin

Gov. Szymczak

1/ Gov. Vardaman

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

(

x CcA(S 

The attached set of minutes was sent to Governor Vardaman's office in
accordance with the procedure approved at the meeting of the Board on
November 29, 1955. The set was returned by Governor Vardaman's office
with the statement (see Mr. Kenyon's memorandum of February 12, 1957)
that hereafter Governor Vardaman would not initial any minutes of meet-
ings of the Board at which he was not present. Therefore, with Gov-

ernor Shepardson's approval, these minutes are being filed without Gov-
ernor Vardaman's initial.
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Minutes of actions taken by the Board of Governors of the Fed-

eral Reserve System on Wednesday, October 24, 1956. The Board met in

the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Szymczak

Mr. Mills
Mr. Shepardson

Mr. Carpenter, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Fauver, Assistant Secretary

Mr. Vest, General Counsel

Mr. Sloan, Director, Division of

Examinations
Mr. Johnson, Controller, and Director,

Division of Personnel Administra-

tion
Mr. Horbett, Associate Director, Divi-

sion of Bank Operations

Mr. Hackley, Assistant General Counsel

Mr. Hexter, Assistant General Counsel

Mr. Farrell, Assistant Director, Divi-

sion of Bank Operations

Mr. Thompson, Supervisory Review Exam-

iner, Division of Examinations

The following matters, which had been circulated to the membe
rs

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

each instance was as stated:

Telegram to Mr. Exter, Vice President, Federal Reserve Bank of

New York, reading as follows:

Your wire October 18. Board approves extension of the

arrangement to make loan or loans by your Bank to the 
Bank

for International Settlements during a period of one year,

from November 1, 1956 through October 31, 1957, up to a total

amount outstanding at any one time of $25 million, each b
or-

rowing to mature in not more than 7 days and total borrowings

during any calendar month not to exceed the equivalent of $25

million for the total of 7 days.

For this facility, it is understood that you will make

a commitment charge at the rate of 1/4 of one per cent per

annum on that part of the maximum loan facility not used in
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any calendar month. The loan arrangement would conform
to your usual terms and conditions:

(A) Each such loan or loans to be made up to 98 per
cent of the value of gold bars to be set aside at the
time of each drawing under pledge to you;

(B) Each such loan to bear interest from the date
it is made until paid at the discount rate of your Bank
in effect on the date such loan is made.

It is understood that you propose to alter the exist-
ing agreement with the Bank for International Settlements
only to the extent necessary to make it possible for you
to accept standing instructions for drawings and repay-
ments rather than the specific instructions for each drawing
and repayment as required by the existing agreement.

It is also understood that the usual participation
will be offered to other Federal Reserve Banks.

Approved unanimously.

Letter to Mr. Phelan, Vice President, Federal Reserve Bank of
New York, reading as follows:

Reference is made to your letter of October 16, 1956,
regarding the request of The State Trust Company, Plain-
field, New Jersey, for a further extension of time within
which it may establish a branch at 1115-1125 South Avenue,
Plainfield, New Jersey. This request is made because of
a delay in the delivery of certain materials necessary for
the completion of the branch building.

After consideration of the information submitted, the
Board concurs in your recommendation and extends to Novem-
ber 19, 1956, the time within which The State Trust Company
may establish the branch as originally approved on Nay 27,
1955.

Approved unanimously.

Letter to the Board of Directors, Bucks County Bank and Trust
Company, Perkasie, Pennsylvania, reading as follows:

The Board of Governors of the Federal Reserve System
approves the establishment of a branch by Bucks County
Bank and Trust Company on Main Street near Maple on Route
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313, adjacent to the Borough of Dublin in Bedminister
Township, Pennsylvania, provided the branch is estab-
lished within six months from the date of this letter.

It is understood that upon the opening of the
branch at the above location the present branch now
located in the Borough of Dublin will be discontinued.

Approved unanimously, to-
gether with the following letter
to Mr. Hill, Vice President, Fed-
eral Reserve Bank of Philadelphia:

Reference is made to your letter of October 9, 1956,
regarding the proposal of Bucks County Bank and Trust Com-
pany, Perkasie, Pennsylvania, to move its Dublin Branch
from its present location in the Borough of Dublin to a
new site on Main Street near Maple on Route 313, Bedmin-
ister Township, a distance of approximately two and one-
half blocks.

From the information submitted, it appears that this
proposal constitutes a mere relocation of an existing branch
in the immediate neighborhood. However, since the location
of the branch is being changed to another municipality, and
in view of the first sentence of section 8(b)(7) of Regu-
lation H, the Board has approved the establishment of a
branch at the new location, as indicated in the attached
letter to be forwarded to the board of directors of the
trust company. A copy is enclosed for your files.

It is noted that the Pennsylvania State Banking De-
partment has approved the establishment of the branch at
the new location.

Letter to the Board of Directors, The Peoples Savings Bank Com-
pany, Mount Gilead, 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 of
a branch in the present quarters of The Citizen's Bank
in Cardington, Ohio, by The Peoples Savings Bank Company,

provided the consolidation of The Citizen's Bank and The
Peoples Savings Bank Company is effected substantially in
accordance with the agreement between the parties dated
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September 26, 26, 1956, formal approval is obtained from
the State banking authorities, and the branch is estab-
lished within six months from the date of this letter.

Approved unanimously, for trans-
mittal through the Federal Reserve Bank
of Cleveland.

Letter to the Board of Directors, The Peoples Bank, Canton,
Ohio, reading as follows:

Pursuant to your request submitted through the
Federal Reserve Bank of Cleveland, the Board of Governors
of the Federal Reserve System hereby gives its written
consent under the provisions of Section 18(c) of the
Federal Deposit Insurance Act to the consolidation of
The Peoples Bank, Canton, Ohio, and The Ohio-Merchants
Trust Company, Massillon, Ohio, under the title of The
Peoples-Merchants Trust Company and approves the estab-
lishment of a branch by the consolidated bank at 59
Lincoln Way East, Massillon, Ohio, provided (1) the
consolidation is effected substantially in accordance
with the agreement between the parties dated September
17, 1956, (2) formal approval is obtained from the
State authorities, and (3) the transactions are com-
pleted within six months from the date of this letter.

Approved unanimously, for trans-
mittal through the Federal Reserve Bank
of Cleveland.

Letter to the Board of Directors, County Trust Company of Mary-
land, Cambridge, Maryland, reading as follows:

Pursuant to your request submitted through the
Federal Reserve Bank of Richmond, the Board of Governors
of the Federal Reserve System approves the establishment
of a branch on the south side of West Street between
Ritchie Street and Edgewood Avenue, Annapolis, Maryland,
and a branch at the intersection of East Main Street,
Davis Street and Glen Avenue, Salisbury, Maryland, by
County Trust Company of Maryland, Cambridge, Maryland,
provided the branches are established within one year
from the date of this letter, and the approval of the
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State authorities is in effect as of the date the
branches are established.

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

Letter to Mr. Pondrom, Vice President, Federal Reserve Bank
of Dallas, reading as follows:

Reference is made to your letter of October
12, 1956, enclosing a resolution adopted by the
board of directors of First State Bank, Maypearl,
Texas, signifying its intention to withdraw from
membership from the Federal Reserve System. Also
enclosed was a copy of opinion of Counsel regarding
the resolution and the letter from the president
of the bank setting forth the reason for withdrawal,
and requesting waiver of the six months' notice of
such withdrawal.

In accordance with the bank's request, the
Board of Governors waives the requirement of six
months' notice of withdrawal. Accordingly, upon
surrender of the Federal Reserve Bank stock issued
to the bank, you are authorized to cancel such
stock and make appropriate refund thereon. Under
the provisions of Section 10(0 of Regulation HI
as amended effective September 1, 1952, the bank
may accomplish termination of its membership at
any time within eight months after notice of inten-
tion to withdraw is given. Please advise when can-
celation is effected and refund is made.

The certificate of membership issued to the
bank should be obtained, if possible, and forwarded
to the Board. The State banking authorities should
be advised of the bank's proposed withdrawal from
membership and the date such withdrawal becomes ef-
fective.

It is our understanding that the bank has

filed a formal application with the Federal Deposit
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Insurance Corporation for continuance of deposit

insurance after withdrawal from membership.

Approved unanimously.

Secretary's Note: In connection

with the foregoing item, Governor

Balderston noted the substantial

number of withdrawals from Sys-

tem membership by banks in the

State of Texas during recent months

and said that he had asked the Sec-

retary to furnish him a summary of

such cases, including the reasons

given for withdrawal, in the thought

that he might explore the matter

informally with President Irons of

the Federal Reserve Bank of Dallas

when the opportunity presented it-

self.

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

of San Francisco, reading as follows:

Reference is made to your letter of October 10,

1956, enclosing a resolution adapted by the board of

directors of The Bank of Tokyo of California, San

Francisco, California, signifying its intention to

withdraw from membership in the Federal Reserve Sys-

tem and requesting a waiver of the six months' notice

of such withdrawal.

In accordance with the bank's request, the Board

of Governors waives the reauirement of six months'

notice of withdrawal. Accordingly, upon surrender

of the Federal Reserve Bank stock issued to the bank,

you are authorized to cancel such stock and made ap-

propriate refund thereon. Under the provisions of

Section 10(c) of Regulation H as amended effective

September 1, 1952, the bank may accomplish termination

of its membership at any time within eight months after

notice of intention to withdraw was first given. Please

advise when cancellation is effected and refund is made.
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The certificate certificate of membership issued to the bank
should be obtained, if possible, and forwarded to the
Board. The State banking authorities should be ad-
vised of the bank's proposed withdrawal from member-
ship and the date such withdrawal becomes effective.

Approved unanimously.

Telegram to Mr. Brawner, Federal Reserve Agent at the Fed-
eral Reserve Bank of San Francisco, authorizing the issuance of a
limited voting permit, under the provisions of section 5144 of the
Revised Statutes of the United States, to Transamerica Corporation,
San Francisco, California, entitling it to vote the stock which it
owns or controls of Englewood State Bank, Englewood, Colorado, at
any time prior to February 1, 1957, to act upon a proposal to amend
the articles of incorporation of such bank to increase its authorized
capital stock from 15,000 shares with a par value of a0 each to
22,500 shares with a par value of *10 each.

Approved unanimously.

Letter to the Presidents of all Federal Reserve Banks, pre-

pared pursuant to the discussion at the joint meeting of the Board
and the Presidents on September 27, 1956, and reading as follows:

At their recent joint meeting with the Board
the Presidents suggested that it would be helpful
to some of the Reserve Banks if the submission
dates for the annual budgets and budget experience

reports could be postponed to October 15 and March

15, respectively. During the meeting Chairman Martin

said that the Board had discussed this matter and

that it was agreeable to the suggestion.

Appropriate changes will be made in the Account-

ing Manual to be effective for the submission of the

1956 budget experience reports. The changes will

include the request that each Reserve Bank submit

its budget as much in advance of the October 15

deadline as practicable so as to avoid if possible

the receipt by the Board of all of the budgets at
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about the the same time and thus permit more effective

analysis and presentation to the Board.

Approved unanimously,
with a copy to the Secretary
of the Conference of Presi-
dents of the Federal Reserve
Banks.

Letter to the Comptroller of the Currency, Treasury Depart-
ment, Washington, D. C., reading as follows:

Reference is made to a letter from your office

dated August 7, 1956, enclosing photostatic copies of
an application to organize a national bank at Bailey's

Crossroads, Fairfax County, Virginia, and requesting
a recommendation as to whether or not the application

should be approved. An application to organize a national

bank at this location by some of the same proponents was

considered in Narch 1955.

A report of investigation of the current appli-

cation made by an examiner for the Federal Reserve Bank

of Richmond indicates that the proposed capital structure

of the bank would be adequate in relation to the antici-

pated volume of business. The prospects for profitable

operations of the bank are not very favorable, and some

question is raised as to the qualifications of the pro-

posed officers and directors to operate the bank success-

fully. In this connection, one of the proponents, Mr.

Thomas, now serving as a director of a bank in Alexandria,

may be prohibited under the Clayton Act from serving as

an officer and director of the proposed bank. Based upon

the information available, there does not appear to be a

sufficient need for a bank at this location at the present

time. In view of these unfavorable factors, the Board of

Governors does not feel justified in recommending approval

of the application.

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, with a

copy to the Federal Reserve Bank

of Richmond.
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Letter to the Comptroller of the Currency, Treasury Department,
Washington, D.C., reading as follows:

Reference is made to a letter from your office dated
July 25, 1956, enclosing photostatic copies of a revised
application to organize a national bank at Clayton, Missouri,
and requesting a recommendation as to whether or not the
revised application should be approved.

The original application to organize a national bank
at Clayton, Missouri, was considered by the Board of Governors
on May 7, 1956, and recommended favorably. Based upon infor-
mation contained in a report of investigatLon of the revised
application made by an examiner for the Federal Reserve Bank
of St. Louis, it appears that, except for a change in the
group of organizers, the factual information to be considered
is essentially the same as applied to the original application.
This information is generally favorable with respect to the
factors enumerated in your letter, and, accordingly, the
Board of Governors recommends approval of the revised appli-
cation to organize a national bank in Clayton, Missouri.

The Board's Division of Examinationswill be glad to
discuss any aspects of this case with representatives of
your office if you so desire.

Approved unanimously, subject
to satisfactory information being fur-

nished to Governor Mills by the Divi-
sion of Examinations with respect to

certain questions that he raised re-

garding the relationships between the

ownership and management of the pro-

posed bank and the Easton-Taylor Trust

Company of St. Louis, Missouri, and the

effect on the latter bank of the organ-

ization of the proposed new institution.

Secretary's Note: Mr. Sloan having ad-

vised the Secretary's Office later that

information which he had furnished was

satisfactory to Governor Mills, the

letter was sent today, with a copy to
the Federal Reserve Bank of St. Louis.
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Letter to Mr. Royal L. Coburn, General Counsel, Federal Deposit

Insurance Corporation, Washington, D. C., reading as follows:

This will acknowledge your letter of October 51 1956,

in which you requested, in effect, the Board's opinion as

to the applicability of the Bank Holding Company Act of

1956 to Transfer General Corporation (Jersey City, New

Jersey), which proposes to acquire two-thirds of the stock

of The Bank of Henrico (Sandstone, Virginia), a newly or-

ganized bank and an applicant for deposit insurance. It

is noted that you have concluded that Transfer General

Corporation will not be a bank holding company under the

Act.

Information contained in your letter indicates that

the capital stock of Transfer General Corporation is owned

by substantially the same stockholders who own the stock

of Financial General Corporation. The Board does not have

complete information as to the relation of these corporations

with other corporations. It is understood, however, that

Financial General Corporation is controlled by Equity Co
r-

poration, a company which is registered under the Inve
st-

ment Company Act of 1940, and was so registered prior to

May 15, 19551 and which, therefore, is not a bank holding

company by virtue of section 2(a)(B) of the Act. It is

also understood that Equity Corporation indirectly c
ontrols

certain other corporations each of which directly owns 
25

per cent or more of the voting shares of each of two or

more banks; that such other corporations directly owning

bank stocks would not be exempted under section 2(a)(B)

of the Act; but that no such corporation would directly

own 25 per cent or more of the voting shares of The Bank

of Henrico.

It is the Board's opinion/ based on the information

presented, that, since Equity Corporation is not a
 bank

holding company under the Act, and since Transfer Genera
l

Corporation will own a controlling interest in only 
one

bank) neither Transfer General Corporation nor any oth
er

organization in the Equity Corporation group would be a

bank holding company with respect to The Bank of Henrico.

The fact that the Bank of Virginia will generally super-

vise the conduct of The Bank of Henrico is irrelevant to

the question presented if, as is understood, the former
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bank is is not a subsidiary of Transfer General

Corporation.

Following a discussion of
the question on the basis of
pertinent provisions of the Bank

Holding Company Act of 1956 dur-

ing which it was stated that,
depending on developments, this
kind of arrangement might be ap-

propriate for comment in the re-

port on operations under the Act

required to be submitted by the
Board to the Congress two years
after the date of enactment of the

legislation, the letter was approved

unanimously, with a copy to the Fed-

eral Reserve Bank of Richmond.

Letter to The Honorable H. E. Cook, Chairman, Federal Deposit

Insurance Corporation, Washington, D. C., reading as follows:

Reference is made to your letter of October 15, 1956,

concerning the application of DeForest-Morrisonville Bank,

DeForest, Wisconsin, for continuance of deposit insurance

after withdrawal from membership in the Federal Reserve

System.

No corrective programs have been urged upon the bank

or agreed to by it which the Board of Governors believes

should be incorporated as conditions to the continuance of

deposit insurance.

Approved unanimously.

Earlier this year Mr. George D. Bailey, Special Consultant to

the Board in connection with the current consumer credit study, sent

letters to a large number of associations and individuals asking their

views on whether existing monetary controls should be supplemented by

legislative authority to regulate consumer instalment credit. The reply

dated October 10, 1956, from the American Finance Conference, Inc.,
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Chicago, Illinois, a national trade association for discount companies,

contained a section based on a memorandum from the Conference's Counsel

regarding the alleged monopolistic position of General Motors Accept-

ance Corporation in the instalment credit field. The letter stated

that the members of the Conference's Executive Committee considered

an examination of this phase of the subject pertinent to the over-all

study.

Prior to this meeting there had been circulated to the members

of the Board a draft of letter which would transmit the section in ques-

tion to the Department of Justice for such use as the Department might

care to make of it.

In a discussion of the matter, Mr. Fauver said it was Mr. Bailey's

feeling that the section of the reply in question probably should not

be included in his report to the Board as it would provide an opportu-

nity for the American Finance Conference to make use of the report on

the consumer credit study for a purpose other than that for which the

study was intended.

Some feeling was expressed that it might be desirable to include

the full text of the letter from the American Finance Conference in the

report on the consumer credit study if, as understood, Mr. Bailey planned

to include in full the replies of other associations. There was also a

discussion of whether the matter should be referred to the Department

Of Justice at this time or referred back to the American Finance Con-

ference with the suggestion that the Conference might want to present

its views direct to the Justice Department.
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There being no unanimity of
opinion on what procedure would
be most appropriate, it was agreed
that there should be a further dis-

cussion of the matter next week and

that in the meantime Mr. Fauver should
inform Mr. Bailey of the substance of

the views expressed at this meeting.

Consideration next was given to a request of the Federal Reserve

Bank of Kansas City for approval of a proposed revised salary structure

for official positions at that Bank, exclusive of the positions of the

President and the First Vice President. The file on the matter had

been circulated to the members of the Board with a draft of letter to

the Bank which would approve the proposal.

At the request of the Board, Mr. Johnson reviewed the proposal

and the reasons in support of it which were given by the Kansas City

Reserve Bank. He referred especially to the statement of Chairman Hall

in submitting the request that a continuing increase in the level of

executive salaries in the Kansas City area had been observed by the mem-

bers of the Bank's Board of Directors who were in various lines of busi-

ness activity, and that in the opinion of the directors the proposal was

sound. In view of the difficulty of making a community survey of salaries

for comparable positions in the manner of surveys relative to nonofficial

Positions, Mr. Johnson felt that the observations of Chairman Hall had

Particular significance. He also stated that a similar request had been

received from the Federal Reserve Bank of San Francisco and that requests

from other Reserve Banks were expected to follow.
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With respect respect to a comment by Governor Balderston concerning

previous discussion by the Board of the subject of Reserve Bank

official salary structures at the meeting on May 21, 1956, Mr. Johnson

said that at that time the Division of Personnel Administration was

somewhat apprehensive of an uneven pattern developing throughout the

System if the initiative was left to the boards of directors and the

officers of the individual Reserve Banks. However, he felt that on

the basis of available information the proposal of the Kansas City

Bank was conservative and worthy of consideration.

At the conclusion of the dis-
cussion, unanimous approval was given

to a letter to Chairman Hall reading
as follows:

The Board of Governors has approved, effective

this date, the adjustments proposed by you in the min-

imums and maximums of the salary structure of the Offi-

cers' Salary Administration Plan of the Federal Reserve

Bank of Kansas City, as follows:

Group Minimum Maximum

A $15,500 ' $22,500

B 12,750 18,500

C 10,500 15,250

D 8,750 12,500

Mr. Johnson then withdrew from the meeting.

There had been circulated to the members of the Board a draft

Of letter to the Presidents of all Federal Reserve Banks relating to

the procedure to be followed in connection with requests by bank holding

companies for determinations pursuant to section 4(c)(6) of the Bank

Holding Company Act of 1956.

Following a brief discussion,

during which one minor change in

language was agreed upon, unanimous
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approval was given to a letter
reading as follows:

This letter relates to the procedure to be followed
in connection with requests by bank holding companies
for determinations pursuant to section 4(c)(6) of the
Bank Holding Company Act and section 5(b) of Regulation Y
with respect to the exemption of shares of "closely re-
lated businesses" from the provisions of the statute pro-
hibiting the retention or acquisition of nonbanking inter-
ests.

Under the statute, a formal hearing must be held in

all such cases; and the Board's determination must be
made "on the basis of the record made at such hearing."
An indicated in Regulation Y, any bank holding company
which is of the opinion that a particular company falls
within the exemption may request the Board for a deter-
mination by filing such a request in duplicate with the
Federal Reserve Bank of its district. After receipt of
any such request, the Board will notify the bank holding
company of the place and time fixed for the hearing.

The Board does not contemplate prescribing any
standard form to be used in the making of such requests.
However, in order to facilitate hearings and expedite
determinations by the Board, it is important that all 

information relating to the questions to be determined
should be made a part of the record at any such hearing.

In this connection, it is to be noted (1) that a
company does not qualify for the exemption unless all
of its activities are of "a financial, fiduciary, or

insurance nature" and (2) that, under the statute and

Regulation Y, the exemption applies only if the Board

determines that the company's activities are so closely

related to the business of banking or of managing or

controlling banks, as conducted by the bank holding

company involved or by its banking subsidiaries, as

to be a proper incident thereto and as to make it un-

necessary for the prohibitions of section 4 of the Act
to apply in order to carry out the purposesof the Act.

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



222n

10/24/56 -16-

Accordingly, any bank holding company requesting

a determinntion should be advised that it should be

prepared to submit at the hearing as a part of the re-

cord full information concerning all matters having a

bearing upon the two questions indicated above. In

order to expedite consideration of the matter, Juch

information to the extent practicable should be sub-

mitted to the Board, through the Federal Reserve Bank,

in advance of the date fixed for the hearing and, if

possible, along with the company's request for the deter-

mination. This information should include with respect

to each company for which a determination is requested:

(1) The name and address of the company;

(2) A description of each of its activi-

ties, together with a statement as to

the manner in which each such activi-

ty is deemed to be closely related to

the business of banking or of managing

or controlling banks as conducted by

the bank holding company or its bank-

ing subsidiaries;

(3) Certified copy of the company's charter

or articles of incorporation, as amended;

(4) Designation of each class of its voting

securities outstanding, description of

the voting rights of each class, and the

total number of voting units of each

class outstanding;

(5) Number of its voting shares owned or

controlled, directly or indirectly, by

the bank holding company, cl.csribing the

manner of control;

(6) Balance sheet as of the end of the pre-
vious fiscal year. If the company is

a subsidiary of the bank holding company,

there shall be submitted also a balance

sheet as of a date not in excess of

three months prior to the request. Bal-

ance sheets of a subsidiary of the bank

holding company shall show separately
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(7)

each principal group or class of assets;

the subsidiary's investments in its own

direct subsidiaries and in other subsid-

iaries of the bank holding company should

be segregated between banks and nonbanking

organizations;

Statement of income for the previous fiscal

year. If the company is a subsidiary of the

bank holding company, there shall be submitted

also a statement of income for the current

year to the date of the current balance sheet

included in (6) above. Such statements shall

show the gross income from each activity enu-

merated in (2) above; if it is not practicable

to show the gross income in such manner, the

reasons therefor shall be stated; and

(8) Information similar to that required in items

(1) through (7) above shall be furnished for

each nonbanking organization which is a sub-

sidiary of the company for which the determina-

tion is requested, except that with respect to

item (5) there should be shown the number of

voting shares owned or controlled, directly or

indirectly, by the company for which the deter-

mination is requested.

It should be made clear to the bank holding company that

the Board may require such additional data as it may deem
 nec-

essary in connection with any request for a determination.

A separate request should be made with respect to e
ach

company for which a determination is desired. However, in

order to lessen the administrative burden and elimi
nate the

necessity for numerous hearings involving the same 
bank holding

company, each bank holding company which indicate
s that it de-

sires such a determination should be urged to pre
sent all requests

simultaneously, if at all possible, in order that
 the Board may,

if it deems desirable, hold hearings on more than o
ne request,

or all requests, at or about the same time.

While the Board will make every effort to expedite the

handling of each request, the date set for the 
hearing will,

of course, depend upon the circumstances.
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It should be understood that the procedure outlined
above and the natured' the information desired may be
subject to alteration in the light of future experience
in the administration of this phase of the Bank Holding
Company Act.

Reference then was made to memoranda from the Division of

Examinations and the Legal Division, which had been circulated to

the members of the Board, relative to the application of Marine

Midland Corporation, Buffalo, New York, for the Board's prior approval

of the acquisition of the capital stock of The Lake Shore National Bank

of Dunkirk, Dunkirk, New York. This application was filed pursuant to

section 3(a)(2) of the Bank Holding Company Act of 1956.

Following a statement by Mr. Sloan concerning the basis of the

favorable recommendation made by the Division of Examinations, Governor

Balderston pointed out that a difficult question was involved, as indi-

cated by the difference in the views of the Examining and the Legal

Divisions. In the circumstances, and since an immediate decision did

not appear to be imperative, he suggested that the matter be held over

for further consideration at the meeting of the Board next Monday, Octo-

ber 29, when Governor Robertson would be present.

Agreement was expressed with

Governor Balderston's suggestion.

Mr. Thompson then withdrew from the meeting.

Reference was made to a memorandum dated October 16, 1956, from

the Division of Examinations, which had been circulated to the members

Of the Board, submitting a copy of a letter from Mr. Armstrong, General

Auditor of the Federal Reserve Bank of San Francisco, to the Treasurer
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of the United States in which i4r. Armstrong expressed concern over

the possibility of defalcation through collusion in connection with

the verification and destruction of United States paper currency at

the Federal Reserve Banks. His letter was prompted by an incident

that had occurred at the Los Angeles Branch. Also submitted with the

memorandum was a second memorandum from the Division of Examinations,

dated September 25, 1956, summarizing an informal meeting of members

of that Division with the General Auditors of the Federal Reserve Banks

when the latter were in Washington the previous week to attend the annual

conr3ntion of the National Association of Bank Auditors and Comptrollers.

The September 25 memorandum reported the opinion of the auditors that

there was no system of control or audit that would be airtight and would

absolutely prevent defalcation resulting from collusion. The Division

memorandum of October 16 suggested that the Board might wish to discuss

the matter with the Conference of Presidents of the Federal Reserve Banks

or with the Treaaury.

Mr. Carpenter read a copy of the reply sent to 14r. Armstrong under

date of September 28, 1956, by the Deputy and Acting Treasurer of the

United States. The letter expressed the belief that it would not be

Possible, without incurring prohibitive costs, to write a practical pro-

cedure which would foreclose the possibility of successful collusion, but

that the possibility was rather remote if there was strict compliance with

Treasury regulations and such implementing regulations as might be estab-

lished by the individual Federal Reserve Banks in the light of their par-

ticular organizational arrangements. The letter stated that the Treasury
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would welcome welcome any suggestions to tighten the controls over the verifi-

cation and destruction operations and that the Treasury was making

continuing studies with a view to reducing to a minimum the possibility

of defalcation through successful collusion.

In commenting on the informal meeting with the Reserve Bank

auditors, Mr. Sloan said they brought out that the hazard of success-

ful collusion is greatly enhanced when destruction of currency takes

place at a point where negotiable currency is available to substitute

for cancelled currency. The auditors also were of the opinion that a

procedure for splitting the bills in half and destroying the two halves

separately would not warrant the additional expense involved and would

not eliminate completely the possibility of defalcation through collusion.

In further comments Messrs. Sloan and Farrell stated that accord-

ing to the available files the possibility of transferring the verification

and destruction operations to the Federal Reserve Banks was under study

by a committee of the Presidents' Conference for some time before the

Treasury requested the change in procedure in mid-1953, that the study

apparently was conducted at the initiative of the . System and included

discussion with representatives of the Treasury, and that this back-

ground might serve to make it difficult to negotiate further with the

Treasury on the subject.

The suggestion then was made that the matter be referred to the

Presidents' Conference for further study in the light of the correspondence

between Mr. Armstrong and the Treasury, with,the thought that some procedures
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might be devised within the System which would afford greater protection

against the possibility of defalcation.

There was agreement with this
suggestion and it was understood that
an appropriate letter would be prepared.

Messrs. Sloan, Hexter, Horbett, and Farrell then withdrew from

the meeting.

There had been sent to the members of the Board copies of a memo-

randum from Governor Mills to Messrs. Vest and Fauver dated October 22,

1956, reporting a telephone call from Chairman Virden of the Federal

Reserve Bank of Cleveland to the effect that Mr. Joseph H. Thompson,

President of Tho M. A. Hanna Company, Cleveland, Ohio, would be pleased

to accept appointment as a Class C director of the Cleveland Reserve Bank

for the three-year term beginning January 1, 1957, that Mr. Thompson was

Prepared to resign as a director of the National City Bank of Cleveland

and sell his shares of that bank in order to qualify, but that M. A. Hanna

Company includes in its assets some stock of the National City Bank of

Cleveland and Mr. Thompson was concerned that this fact might have a

bearing on his eligibility to serve as a Class C director.

After reviewing the pertinent provisions of the Federal Reserve

Act, Mr. Vest said there appeared to be no suggestion of control of M. A.

Hanna Company by Mr. Thompson or control of the National City Bank of

Cleveland by M. A. Hanna Company, ond that consequently he saw no reason

why Mr. Thompson's appointment as a Class C director of the Federal Reserve

Bank of Cleveland should not be made.

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



10/24/56

In response response to a question, Mr. Fauver said that it had been

ascertained through reports of examination that M. A. Hanna Company

held only about 3.6 per cent of the outstanding shares of the National

City Bank of Cleveland and that there were more than 5,000 other stock-

holders.

The statement was made that in cases in the past it had not

been the practice of the Board in interpreting the statute to go beyond

the direct stockholdings of the proposed appointee. It was suggested

that to go further might involve a variety of complex problems.

On the general subject, and without regard to the particular

case before the Board, Governor Shepardson suggested that there might

be some basis for a policy against appointing persons as Class C direc-

tors who had been serving as directors of commercial banks. As he under-

stood the situation, the Class A directors represent the lenders, the

Class B directors the borrowers, and the Class C directors the public

interest. It was his thought that association with a commercial bank

as a director might have introduced an influence and relationships which

would make it preferable to avoid selecting individuals as Class C direc-

tors who had held such positions.

In further discussion, it was reported that a telegram dated

October 22, 1956, had been received from Chairman Virden (apparently

sent following his telephone conversation with Governor Mills) advising

that Mr. Thompson would be pleased to accept appointment as a Class C
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director and that he would take the necessary steps to qualify him-

self.

Accordingly, unanimous
approval was given to a tele-
gram to Mr. Thompson reading
as follows:

Board of Governors Federal Reserve System has appointed
you Class C director Federal Reserve Bank Cleveland for three-

year term beginning January 1, 1957, and, upon your acceptance,
expects also to appoint you Deputy Chairman of Bank for year
1957. Your acceptance by collect telegram would be appreci-

ated.

It is understood that you do not hold public or political

office, and it is also understood that before taking office as

Reserve Bank director on January 1 you will meet eligibility

requirements by not owning bank stock or being director of any

bank. After qualification, should situation change in any of

these respects during your tenure, please inform Chairman

Cleveland Bank.

Please withhold announcement of appointment until Board

announces appointments at all Reserve Banks and Branches near

end of year.

We should like to know how you wish your name and prin-

cipal business affiliation to be shown in Board's announce-

ment and publications.

Secretary's Note: Following the meeting

Governor Mills suggested that information

on Mr. Thompson's stockholdings in The

M. A. Hanna Company would be available

from the Securities and Exchange Commission.

Accordingly, inquiry was made and it was

ascertained that as of March 31, 1955,
Mr. Thompson held only 2,800 shares of the

1,030,464 voting shares of the company out-

standing.

Unanimous approval was given to

a telegram to the Presidents of all
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Federal Reserve Reserve Banks reading as
follows:

This refers to the Board's letter of October 12,
1956, regarding future surveys of credit extended to
real estate mortgage lenders.

At the urgent request of the Council of Economic
Advisers, the Board has reconsidered the matter and
decided to schedule another survey this fall as of
November 14, as well as a survey as of February 13,
1957. Budget Bureau clearance No. 55-R193.2 has been
Obtained on report form similar to form enclosed with
Board's letter of July 20, 1956, except that items 1.1
and 2.1 and footnote 3 are to be omitted on November 14.

Coverage will be similar to the second, third and
fourth surveys; i.e., banks reporting less than $1 million
in loans and commitments at the August 8, 1956 survey may
be omitted, but August 8 figures for omitted banks should
be added to tabulated figures as of November 14.

Please mail or telegraph the district survey figures
for all items and subitems to reach Board's offices by
Monday, November 26. Summary reports of individual mem-
ber banks need not be forwarded.

The meeting then adjourned.

Secretary's Note: Pursuant to rec-
ommendations contained in memoranda
from appropriate individuals con-
cerned, Governor Shepardson approved
on behalf of the Board yesterday the
following matters relating to the
Board's staff:

ppointment

Appointment of Dorothy A. Crutcher as Secretary in the Division
Of Administrative Services, with basic salary at the rate of $4,210 per
annum, effective the date of assuming duties.

Acceptance of resipation 

Acceptance of the resignation of Barbara A. Huey, Special Assist-
ant Federal Reserve Examiner in the Division of Examinations, effective
October 21, 1956.
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Change of official headauarters 

Change in the official headquarters of John F. O'Donnell,
Assistant Federal Reserve Examiner in the Division of Examinations,
from Boston, Massachusetts, to Washington, D. C.

Special  ',EILILLIE.

Attendance of Davis H. Wilson, Chief, Machine Tabulation
and Telegraph Section, Division of Administrative Services, at the
Third Institute on Electronics in Management to be conducted by The
American University from November 12 through 16, 1956, with the under-
standing that the Board would pay the tuition fee of $90.

Pursuant to the recommendation contained
in a memorandum dated October 23, 1956,
from Mr. Sloan, Director, Division of
Examinations, Governor Shepardson today
approved on behalf of the Board the appli-
cation of John M. Poundstone, Assistant
Federal Reserve Examiner in that Division,
for an advance of funds in the amount of
700 to assist in meeting the expenses of
forthcoming official travel.

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




