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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Tuesday, June 25, 1957. 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. Robertson
Mr. Shepardson

Mr. Sherman, Assistant Secretary

Mr. Kenyon, Assistant Secretary

Mr. Leonard, Director, Division of

Bank Operations
Mr. Hackley, General Counsel

Mr. Sammons, Chief, Latin American Section,

Division of International Finance

Items circulated to the Board. The following items, which had

been circulated to the members of the Board and copies of which are at-

tached to these minutes under the respective item numbers indicated,

\fere approved unanimously:

Item No.

Letter to the Federal Reserve Bank of Boston interposing 1

no objection to a leave of absence without pay for Donald
R. Gilmore, Acting Manager and Industrial Economist, Re-

search Department, to permit him to work on a study for
the Committee for Economic Development.

I.,etter to Chrisney State Bank, Chrisney, Indiana, approving 2

its request for permission to exercise limited fiduciary

Pavers. (For transmittal through the Federal Reserve Bank
of St. Louis.)

Letter to Merchants Bank of Kansas City, Kansas City, Missouri,

.,c,onsenting to its merger with Produce Exchange Bank, also of

'Iansas City. (For transmittal through the Federal Reserve Bank

of Kansas City.)

3
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Item No.

Letter to California Bank, Los Angeles, California, con-

senting to a merger with The Mariners Bank, Newport Beach,

California, and approving the establishment of branches
at Newport Beach and San Clemente. (For transmittal through

the Federal Reserve Bank of San Francisco.)

14.

Letter to the Bureau of the Budget advising that the Board 5
has no proposals for State legislation to suggest at this

time.

Letter to the Antitrust Division, Department of Justice,

relating to the recent study of the banking industry in the

State of Arizona.

6

In a discussion preceding approval of the abovementioned letter

to the Department of Justice, Governor Vardaman referred to the view he

had expressed at the meeting on Friday, June 21, that copies of the study

made by the Federal Reserve Bank of San Francisco should be furnished to

the affected banks in Arizona, and to any other interested parties, in

order to afford them an opportunity to comment on the situation. Until

this was done, he felt it should be made clear to the Department of

Justice that thus far the report had been held within the Federal Reserve

8Y8tem and that the commercial banks referred to in the report had not

had an opportunity to see the study or present their comments.

Governor Robertson then restated the reasons he had given at the

Meeting on June 21 for feeling that a decision on making the report

available to the banks concerned should be deferred until after the Board

had decided, on the basis of the study and an analysis by its staff,

'whether any further action should be taken in the matter. He pointed out
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that the letter to the Department of Justice was noncommittal on this

question and that its principal purpose was to furnish factual informa-

tion in response to specific questions raised by the Department.

The other members of the Board indicated that their views were

similar to those expressed by Governor Robertson. Accordingly, Governor

Vardaman's comments having been noted, it was agreed that the letter

Should be sent. The Legal Division was requested to expedite the presen-

tation to the Board of the staff analysis and recommendations concerning

the study by the Federal Reserve Bank of San Francisco.

Salt Lake City Branch building program (Item No. 7). There had

been distributed to the Board a memorandum from Mr. Leonard dated June

19) 1957, discussing the bids received by the Federal Reserve Bank of

San Francisco for the construction of a new building for the Salt Lake

City Branch. The memorandum recommended that the Board approve acceptance

Of the low bid and authorize expenditure of approximately $2,607,000 for

the building program, including an allowance of $100,000 for contingencies.

Governor Balderston noted from the memorandum that after making

allowance for the Salt Lake City program, the remaining margin under the

*30,000,000 statutory limitation on Federal Reserve Bank Branch building

Programs would be about $500,000. He inquired whether it seemed possible

that embarrassment would be caused by some unforeseen development.

In response, Mr. Leonard said that although the margin of unal-

located funds was only about $500,000, three branch building projects for
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which funds had been tentatively earmarked had not yet been developed

to an appreciable extent. These earmarked funds included $700,000 for

the Denver Branch and $64o,000 for the Oklahoma City Branch, and in the

latter case the Reserve Bank was now thinking of abandoning the idea of

an addition to the present building in favor of acquiring land elsewhere

and erecting a new building. The Reserve Bank realized, however, that

such a project would not be possible under the current statutory limita-

tion. An additional $1,000,000 had been earmarked for the New Orleans

Branch but the program there was only at a very tentative stage.

After it was pointed out that the proposed Financial Institutions

Act contained a provision which would eliminate the present statutory

limitation, Governor Vardaman raised a question whether the Board should

request separate legislation for this purpose. It was brought out, however,

that the need for such legislation was not urgent because the three branch

building projects referred to by Mr. Leonard would not require the ex-

Penditure of funds for some time.

In connection with the Financial Institutions Act, Governor

Robertson said he had heard a report that hearings before the House Bank-

ing and Currency Committee might be started early in July. While he had

some doubt as to the accuracy of this information, he mentioned that if

the hearings should be held according to this schedule, his own plans, in-

cluding responsibilities in connection with Operation Alert 1957, might

make it impossible for him to testify on behalf of the Board.
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Thereupon, the recommendation contained in Mr. Leonard's memo-

randum with respect to the Salt Lake City Branch building program was

LTREalls1 unanimously. A copy of the telegram sent to the Federal Reserve

Bank of San Francisco pursuant to this action is attached to these minutes

as Item No. 7. 

Federal Reserve mission to Puerto Rico. In a memorandum dated

June 17, 1957, the members of the Federal Reserve mission to Puerto

Rico for the purpose of studying reported inadequacies in the movement

Of currency and checks, possible expansion of par clearance, and the

possibility of establishing a Federal Reserve agency in Puerto Rico,

Presented an interim report covering the first phase of the study. In-

cluded in the memorandum was a recommendation that the study group be

authorized to say, upon returning to Puerto Rico later in the summer,

that if any bank or banks on the Island wished to go on to the par list,

the Board would take the necessary action to designate Puerto Rico as

being in or of a Federal Reserve District for the purposes of Regulations

J and G, relating to the collection of checks and noncash items.

Following comments by Mr. Leonard concerning the definite move-

Merit toward par clearance on the part of the banks in Puerto Rico, he

said it would be helpful if the study group could have assurance that the

Board would take the necessary action if any bank or banks should express

a desire to go on the par list.

At the conclusion of a brief discussion based on Mr. Leonard's

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



6/25/57 -6-

comments, the study group was authorized by unanimous vote to give

assurances, if the occasion should arise, that the Board would be pre-

pared to take action along the lines mentioned in the memorandum.

Mr. Leonard then withdrew from the meeting.

System participation in Center for Latin American Monetary Studies. 

In a letter dated April 30, 1957, the Board requested the comments of the

Federal Reserve Banks as to the advisability of instituting a program

under which selected staff members of the Board and the Reserve Banks would

attend the Center for Latin American Monetary Studies in Mexico City as

students. While the replies were favorable in principle to participation

by qualified System personnel, only three of the Reserve Banks suggested

the names of possible participants, and certain qualifications were at-

tached to these suggestions. In a memorandum dated June 11, 1957, which

had been circulated to the members of the Board, Mr. Marget, Director of

the Division of International Finance, suggested that the Board might

either approve the program in principle and notify the Federal Reserve

Banks, fixing a deadline for nominations for the 1958 course, or hold the

Matter in abeyance pending a report by the staff member from the Federal

Reserve Bank of New York attending the sessions in Mexico City this year.

Following a brief discussion, it was understood that the matter

Inould be held in abeyance pending receipt of the report.

Mr. Sammons then withdrew from the meeting.
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Invitation to Chairman Browner to serve on the National Woodrow

Wilson Fellowship Board. There had been distributed to the members of

the Board copies of a letter addressed to Chairman Martin under date of

June 19, 1957, by Chairman Browner of the Federal Reserve Bank of San

Francisco inquiring whether there would be objection to his accepting an

invitation to serve on the National Woodrow Wilson Fellowship Board, a

committee which would disburse certain funds earmarked by the Ford Founda-

tion for graduate fellowships to be awarded to students desiring to

follow the academic field.

Following a discussion of the matter, it was the unanimous

conclusion of the Board that there would be no objection to Mr. Browner's

accepting the invitation and it was understood that he would be advised

to this effect by Chairman Martin.

In this connection, the Board discussed informally at some length

the reasons that might be given for and against service by members of the

Board of Governors and by directors of the Federal Reserve Banks with

various kinds of foundations and similar organizations.

Appointment of Dr. Ernst as Consultant. Governor Shepardson pre-

sented a memorandum dated June 24, 1957, from Mr. Noyes, Adviser, Division

/3f Research and Statistics, recommending that Dr. Harry Ernst, Professor

°f Economics and Director of the institute of Economic Research at Tufts

University, be appointed as a Consultant, effective upon approval by the

Board and until September 30, 1957, for work on a standard system for
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classifying electricity sales to industrial plants. Dr. Ernst would

be appointed on a contractual basis, with compensation at the rate of

$50 per day for each day worked for the Board, either in Washington or

outside the city, plus a per diem in lieu of subsistence for the amount

Of time spent in travel status in connection with his assignments and

transportation, both in accordance with the Board's travel regulations.

For purposes of travel, his headquarters would be either his home or

Place of business. On the basis of an estimated 30 consultant days, the

total consultant fees would be approximately $1,500, and it was estimated

that total travel costs might amount to about $800. The fees and expenses

'would be charged against the appropriate accounts in the regular 1957

budget of the Division of Research and Statistics.

In discussing the proposed appointment, Governor Shepardson ex-

Plained that Dr. Ernst had done some work for the Federal Reserve Bank

Of Boston in developing data on monthly kilowatt sales of electricity by

VP.e of customer and that, if engaged by the Board, he would work with

Other Reserve Banks with a view to encouraging major utilities in various

Parts of the country to adopt a standard sales reporting system.

At the conclusion of the discussion, the recommendation contained

14 Mr. Noyes' memorandum was approved unanimously.

Item in Washington Banktrends. Governor Vardaman called attention

to an item in a recent issue of Washington Banktrends expressing certain

reservations with respect to the content of the Board's annual report for
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1956 from the standpoint that the report was not sufficiently informa-

tive. It was understood that Governor Vardaman would circulate the

issue in question to the other members of the Board for their informa-

tion.

The meeting then adjourned.

Secretary's Note: Governor Shepardson

today _uproved on behalf of the Board

letters to the Federal Reserve Banks of

Richmond, Chicago, and Dallas approving

the appointment of the following persons

as assistant examiners at the respective

Banks:

Benjamin F. Harrington, Jr. Richmond

Robert L. Miller Richmond

Aubrey V. Tucker Richmond

David F. DeVries Chicago

J. T. Belzner, Jr. Dallas

Copies of the letters are attached hereto

as Items 8, 9, and 10, respectively.

Assist t retary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Otto,
't,;7411. mat
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Item No. 1
6/25/57

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

June 25, 1957

Mr. D. H. Angney, Vice President,
Federal Reserve Bank of Boston,
Boston 6, Massachusetts.

Dear Mr. Angneys

Thank you for your letter of June 12, 1957, advising that
Mr. Donald R. Gilmore, Acting Manager and Industrial Economist, has

been granted a leave of absence without pay for a period of one year

beginning July 1, 1957 and ending July 1, 1958, so that he may work
on a study of area development programs for the Committee for Economic

Development.

It is noted from your letter that during this leave of

absence the Federal Reserve Bank of Boston will continue to make

contributions to the Retirement System and will maintain Blue Cross -

Blue Shield coverage for Mr. Gilmore.

The Board of Governors interposes no objection to the

arrangements with respect to Mr. Gilmore as described in your letter.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Chrisney State Bank,
Chrisney, Indiana.

Gentlemen:

Item No. 2
6/25/57

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 25, 1957

This refers to your request for permission, under
applicable provisions of your condition of membership num-
bered 1, to exercise fiduciary powers, limited, however, to
two specific appointments.

Following consideration of the information sub-
mitted, the Board of Governors of the Federal Reserve System
grants permission to the Chrisney State Bank to act as admin-
istrator of the estate of Howard Schriefer and guardian of
the estate of Lana Joyce Schriefer, a minor.

It is noted that your bank does not at this time
desire to exercise general fiduciary powers as authorized
by the terms of its articles of incorporation and the laws
of the State of Indiana. Permission, therefore, to act in
the specific instances recited above is granted with the
understanding that your bank will not accept additional
fiduciary appointments without first obtaining the per-
mission of this Board.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Merchants Bank of Kansas City,
Kansas City, Missouri.

Gentlemen:

Item No. 3
6/25/57

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 25, 1957

Pursuant to your request submitted through the

Federal Reserve Bank of Kansas City, the Board of Governors

hereby gives its written consent, under the provisions of

Section 18(c) of the Federal Deposit Insurance Act, to the

merger of Produce Exchange Bank of Kansas City, Kansas City,

Missouri, with and into Merchants Bank of Kansas City,

Kansas City, Missouri, under the title of Merchants—Produce

Bank, Kansas City, Missouri, provided:

(a) the merger is effected substantially in
accordance with the terms of the agreement
to merge dated May 17, 1957,

(b) shares of stock not taken by dissenting

shareholders are sold within six months

from the date the shares are acquired,

(c) the transaction is effected within six

months from date of this letter, and

(d) that formal approval of the State
authorities is obtained.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary,
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
California Bank,
Los Angeles, California.

Gentlemen:

Item No. 4
6/25/57

ADDREFiS OFFICIAL CORRESPONDENCE

TO THE DOARD

June 25, 1957

Pursuant to your request submitted through the
Federal Reserve Bank of San Francisco, the Board of Governors
hereby gives its written consent, under the provisions of
Section 18(c) of the Federal Deposit Insurance Act, to the
merger of The Mariners Bank, Newport Beach, California, with
and into the California Bank, Los Angeles, California, and
approves the establishment by the latter bank of branches at:

2712 West Coast Highway, Newport Beach, California,and
201 Avenue Del Mar, San Clemente, California,

Provided:

(a) the merger is effected substantially in accordance
With the terms of the agreement of merger dated May 21, 1957;

(b) shares of stock not taken by dissenting share-
holders are disposed of within six months after the shares are
acquired;

(c) the branches are established within six months from
the date of this letter; and

in effect.
(d) formal approval of the State authorities continues

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Robert E. Merriam,
Assistant Director,
Bureau of the Budget,
Washington 25, D. C.

Dear Mr. Merriam:

Item No. 5
6/25/57

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 25, 1957

This is in reply to your letter of June 7, 1957,
inquiring whether the Board has any proposals for State
legislation which it desires to present through the Bureau
of the Budget and the Council of State Governments for con-
sideration in the 1958 and 1959 sessions of the State legis-
latures.

The Board has no proposals to suggest at this
time for State legislation.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

Item No. 6
6/25/57

OFFICE OF THE CHAIRMAN

June 25, 1957

Honorable Victor R. Hansen,
Assistant Attorney General,
Antitrust Division,
Department of Justice,
Uashington 25, D. C.

Dear Judge Hansen:

This is in response to your letter of June 4, relating to
the posaible application of the antitrust laws to certain sectors
Of the banking industry in the State of Arizona. The report by the
Federal Reserve Bank of San Francisco, entitled "Investigation of
Banking in Arizona", is under consideration by the Board, but we have
not reached a conclusion as to whether any acquisition of bank stock
discussed in the report constitutes a violation of section 7 of the
Clayton Act, enforcement of which is a responsibility of the Board of
Governors as well as of the Department of Justice. Needless to say,
the members of the Board's staff who are working on this matter will
be glad to discuss with representatives of the Antitrust Division any
Phases of the subject that you feel might be clarified or developed
by such discussion.

Your letter refers specifically to the proposed absorption
of the Farmers and Stockmens Bank of Phoenix by the Bank of Douglas.
The Board has been informed that the Bank of Douglas, a nonmember
insured bank, has applied to the Federal Deposit Insurance Corporation,
Pursuant to section 18(d) of the Federal Deposit Insurance Act
(12 U.S.C. 1828(d)), for permission to establish additional branches
nPcn consummation of the absorption, and the Corporation may be in a
Position to furnish detailed information regarding the proposed timing
and procedure of the pending merger.

Your letter also inquires whether the above-mentioned absorp—
ion will be subject to the jurisdiction of the Board "as an indirect
uank holding company acquisition under the Bank Holding Company Act of
1956". No application for approval of the transaction has been
received; and on the information presently before it the Board does
not believe that the Act is applicable, since no bank holding company
Vpoara to be involved.
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Honorable Victor R. Hansen

The Board has been informed that the Comptroller of the
Currency has received an application for his approval of the merger
of The Bank of Arizona, Prescott, Arizona, into the First National
Bank of Arizona, which is a subsidiary of Transamerica Corporation,
a registered bank holding company. This transaction also does not
appear to require the prior approval of the Board under the Bank
Holding Company Act or to be within the purview of section 7 of the
Clayton Act. It is brought to your attention because of its possible
relevance to the Sherman Act aspects of the banking situation in
Arizona.

Sincerely yours,

(Signed) Wm. McC. Martin Jr.

Martin, Jr.
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM Item No. 7
WASHINGTON 6/25/57

June 25, 1957

Mangels - San Francisco

Board approves acceptance of law bid for construction of new

Salt Lake City Branch as recommended by directors of the

Salt Lake City Branch and the Head Office. Board authorizes

expenditure of approximately $2,6070000 for the program,

which figure includes the requested allowance of $1002000 for

contingencies to provide for miscellaneous minor costs and

Change orders, with the understanding that no major changes

in the program will be made without first obtaining approval

Of the Board.

(Signed) Merritt Sherman

Sherman.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. N. L. Armistead, Vice President,
Federal Reserve Bank of Richmond,
Richmond 13, Virginia.

Dear Mr. Armistead)

Item No. 8
6/25/57

ADDRESS OFFICIAL. CORREBPONOENCE

TO THE BOARD

June 250 1957

In accordance with the request contained in
your letters of June 17, 1957) the Board approves the
appointment of Benjamin F. Harrington, Jr., Robert L.
Miller, and Aubrey V. Tucker as assistant examiners
for the Federal Reserve Bank of Richmond.

Please advise the Board if the appointments
are not made effective July 1, 1957 as planned.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.

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



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

CONFIDENTIAL (P.R.)

Er. W. R. Diercks, Vice President,
Federal Reserve Bank of Chicago,
Chicago 90, Illinois.

Dear Mr. Diercks:

Item No. 9
6/25/57

ADDRESS OFFICIAL. CORRESPONDENCE

TO THE BOARO

June 25, 1957

In accordance with the request contained in your
letter of June 14, 19570 the Board approves the appointment
of David F. DeVries as an Assistant Examiner for the Federal
Reserve Bank of Chicago.

It is noted that Mr. DeVries is indebted to Old
Kent Bank and Michigan Trust Company, Grand Rapids, Michigan,
a State member bank, in the amount of $1,400. Accordingly,
the Board's approval is given with the understanding that the
loan will be liquidated or otherwise eliminated prior to the
effective date of the Appointment.

It is also noted that the proposed appointee is the
son of a vice president of Old Kent Bank and Michigan Trust
Company, Grand Rapids, Michigan. Accordingly, the Board's
approval of the appointment of hr. DeVries is given with the
understanding that he will not participate in any examination
of 010 Kent Bank and Michigan Trust Company as long as his
father is an officer of that bank.

Please advise us as to the date on which the appoint-
ment is made effective.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Assistant Secretary.

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



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. L. G. Pondrom, Vice President,
Federal Reserve Bank of Dallas,
Dallas 13, Texas.

Dear Mr. Pondro •

Item No. 10
6/25/57

ADDRESS OFFICiAL CORRESPONDENCE

TO THE BOARD

June 25, 1957

In accordance with the request contained in your
letter of June 18, 1957, the Board approves the appointment
of J. T. Beizner, Jr. as an assistant examiner for the
Federal Reserve Bank of Dallas. Please advise us as to the
date on which the appointment is made effective.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman
Assistant Secretary.
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