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Minutes of the Board of Governors of the Federal Reserve System on

Wednesday, March 26, 1958. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Leonard, Director, Division of Bank Operations

Mr. Hackley, General Counsel

Mr. Masters, Director, Division of Examinations

Mr. Daniels, Assistant Director, Division of Bank

Operations
Mr. Solomon) Assistant General Counsel

Mr. O'Connell, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division of

Examinations

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

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

attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Letter to the First Trust Company of Albany, Albany,

New York, approving the establishment of a branch at

403-407 Delaware Avenue. (For transmittal through

the Federal Reserve Bank of New York)

Letter to the Federal Reserve Bank of Philadelphia

approving an investment in bank premises by the

Fidelity-Philadelphia Trust Company, Philadelphia,

Pennsylvania.

Letter to The First National Bank of Eustis, Eustis,

Florida, approving its application for fiduciary

Powers. (For transmittal through the Federal Reserve

Bank of Atlanta)

Item No.

1

2

3
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Discount rates. Unanimous approval was given to telegrams to

the Federal Reserve Banks of Boston and Atlanta approving the establish-

ment without change by those Banks on March 24, 1958/ of the rates on

discounts and advances in their existing schedules.

Request for bank holding company information (Item No. 4).

There had been distributed to the members of the Board a memorandum

from the Division of Examinations dated March 211 19581 submitting a

proposed letter to Congressman Patman in response to his request for

certain information with respect to the three registered bank holding

companies whose principal offices are located in Texas.

The matter was discussed in the light of the policy agreed upon

at the meeting on February 71 19581 with respect to making public infor-

mation concerning a registered bank holding company and its affairs, at

which time it was decided to publish a list of registered bank holding

companies in the Federal Reserve Bulletin but to release more detailed

information only with the specific authorization of the Board. During

the discussion Governor Vardaman referred to that portion of the proposed

letter to Mr. Patman which would state that the requested information

regarding the three registered bank holding companies in Texas was being

furnished for his confidential use and raised a question regarding the

feasibility of furnishing information of such character to members of

the Congress on a confidential basis.

These comments led to further consideration of the question of

releasing information about registered bank holding companies beyond 
that
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published in the Bulletin and Mr. Hackley suggested that perhaps the

question should be considered in the light of the Board's rules relating

to the release of unpublished information. Under those rules, he pointed

out, certain types of information are not given out, but other kinds of

information may be given to an interested party who has reasonable grounds

for requesting the information. In this case, it might be argued that

Mr. Patman had a legitimate interest in the information he had requested.

In general terms, Mr. Hackley said, it would appear that the question of

release of unpublished information in response to request would have to

be considered on a case-by-case basis.

Question also was raised whether in this instance the Board's

letter should be sent to the Chairman of the House Banking and Currency

Committee or direct to Mr. Patman, and, in the latter event, whether a

copy should be sent to the Chairman. The View was expressed that this

particular request might be regarded as an inquiry from an individual

Congressman for information pertaining to a matter of interest to 
him

since it was not apparent that the request had any relationship to th
e

hearings of the House Banking and Currency Committee on the prop
osed

Financial Institutions Act. Therefore, it was concluded that in this

case the letter should be sent direct to Congressman Patman and that no

copy need be sent to the Banking and Currency Committee. Accordingly,

unanimous approval was given to the letter of which a copy
 is attached

as Item No. 4.

Mr. Hostrup then withdrew from the meeting.
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Purchase of new site for Denver Branch. On January 211 19580

the Board authorized the Federal Reserve Bank of Kansas City to pay

$31000 for a 90-day option on two lots included in property on 19th

Street between Stout and Champa Streets in Denver that the Bank had

requested approval to purchase, at a cost not to exceed $8001000 and a

5 per cent real estate fee, as a new site for the Denver Branch. The

Board, however, deferred action on the proposed purchase pending receipt

of: (1) an estimate by a qualified Denver authority of the amount that

might be realized from sale of the presently-owned property, and (2)

further exploration of the possibility of acquiring a less expensive

alternate site, possibly in not quite so central a location. The ad-

ditional information requested had been submitted with a letter from

President Leedy dated March 31 1958, and the Bank had renewed its

request that the Board approve the purchase. It now appeared that the

20 lots in the property could be acquired at a cost not to exceed $7001000

(approximately $11.20 per square foot), plus a 5 per cent real estate

fee. A memorandum from the Division of Bank Operations dated March 121

1958, had been circulated to the members of the Board concerning this

matter.

Following comments by Mr. Leonard on the background of the

Proposal, the additional information developed by the Reserve
 Bank, and

the factual situation, the proposal was discussed on the basis of the

Indicated cost of the project, the trend of development in the city o
f

Denver, and alternative sites which had been explored b
y the Federal
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Reserve Bank of Kansas City. It was brought out that information

supplied by the Reserve Bank reflected a unanimously favorable 
opinion

on the part of the Reserve Bank's Board of Directors and a favo
rable

consensus on the part of the Denver Branch directors, it being 
reported

that although some of the branch directors would not be av
erse to ex-

panding facilities at the present location of the branch, the
y were not

strong in their convictions.

Governor Vardaman suggested that it appeared rather unusual for

an arrangement to be made providing for the payment of a real estate f
ee

based on a percentage of the purchase price. After some discussion of

this point, agreement was expressed that the record should show clearly

that the Board had considered this aspect of the matter and that reliance

was being placed on the boards of directors of the Reserve Bank and the

Denver Branch to assure that this seemingly unusual arrangement would

not result in a higher cost to the Reserve Bank for the property than

was reasonable and proper in the circumstances. It was the view of the

Board that the communication to the Reserve Bank indicating that the

Board would interpose no objection to the purchase of the propose
d new

site for the Denver Branch at a cost of approximately $700,000, p
lus

the 5 per cent real estate fee, would include precautionary language

along such lines. With this understanding, it was agreed unanimously

to approve the purchase by the Reserve Bank of the property in question.
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Secretary's Note: Following the meeting,

Governor Shepardson called President Leedy

by telephone and discussed the question of

the real estate feeo Mr. Leedy stated that

he would obtain further information on this

point and advise the Board.

Mechanization of check handling (Items 5 and 6). Attached

to these minutes under Item No. 5 is a copy of a memorandum from Mr.

Leonard dated March 21, 1958, which had been distributed to the members

of the Board prior to this meeting, concerning the report of the Sub-

committee on Electronics of the Presidents' Conference with respect to

mechanization of check handling at the Reserve Banks. The report had

been considered by the Reserve Bank Presidents at a special meeting

yesterday.

Mr. Leonard reported that the Presidents had approved the

recommendations contained in the report of the Subcommittee on Electron-

ics, the nature of which he reviewed in some detail.

A discussion ensued concerning various aspects of the program,

including the prospective savings on the basis of the present volume

of check handling operations if those operations were converted to a

mechanized system, the problems involved in endeavoring to cope with

the present volume and the anticipated increase in volume, and the

indicated effect of the mechanized system in reducing hold-over.

Consideration also was given to the plans which had been worked out

by the Subcommittee on Electronics in order to interest a number of

manufacturers in submitting proposals to supply equipment for pilot
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installations, along with methods that would be used to resolve problems

in the placing of such equipment. It was emphasized that the program

provided for orderly procedures on a System basis and that pilot instal-

lations would not be made until equipment of the interested manufacturers

had been subjected to tests described in the operational performance

specifications.

In response to questions by Governor Vardaman, Mr. Leonard stated

that if the proposed pilot test installations worked out satisfactorily,

the new mechanized check handling system would involve expenditure of

substantial sums of money. He could not make any accurate estimate at

this time of the sums that might be involved. However, studies which

had been made indicated that the potential savings were very substantial

and could result in materially reduced operating cost, ability to handle

a substantially increased volume without increased cost, or a combination

of the two.

After asking further certain questions, Governor Vardaman said

that his objective in raising them was to have a clear record showing

that expenditures in connection with this program would be subject to

careful scrutiny. The essential point, he said, was that the new system

would help to take care of an increased workload that was known to be in

Prospect. Therefore, if the program was to be conducted in an orderly

way, he would favor proceeding with it.
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Governor Mills commented that in his opinion a program of this

kind was a "must". Since it was known that some time would elapse

before a mechanized check handling system could be put into operation,

and in view of the prospective further growth of the check collection

function, he felt that the System must take steps to be prepared to

meet the volume of business as it reached the Reserve Banks. Personally,

he was inclined to doubt whether the mechanized system would achieve all 

of the savings that had been suggested because of added volume and the

need for personnel to function the increased volume. As to the question

of the check collection function representing a subsidy to the member

banks, he suggested that this was a question apart from the problem

confronting the System in carrying out a responsibility which it accepted

when the Federal Reserve Act was passed and which never had been forsworn.

Whether the financial burden of that responsibility should fall in part

on the member banks at some time in the future seemed to him to be a

different subject.

Governor Balderston then said that it seemed clearly to be the

consensus of the Board that the future advantages of the program out-

weighed the cost of the program. He went on to ask certain questions,

to which Mr. Leonard responded, relating to plans for the allocation of

test equipment, following which Governor Vardaman said he would like the

record to show that this was a well thought out, carefully explored

program, one which was of an experimental character at this stage, and
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one which would be subject to alteration if necessary before the mecha-

nized system actually went into effect.

Governor Vardaman's last comment led to questions regarding the

extent cf commitment involved in the invitation to be sent to various

manufacturers to submit proposals for the supplying of equipment for

pilot installations. From this discussion, it developed that the effect

of the invitation would be to give assurance to interested 
manufacturers

that, if their pilot equipment met specifications and was availab
le on

a reasonably competitive basis, the Reserve Banks would use some of the

equipment for a period and would not, prior to that period, make a

decision in favor of any one manufacturer. It was also noted that the

program contemplated use of equipment on a rental basis rather than a

purchase basis.

At the conclusion of the discussion, it was thr. unanimous view

that the Board should concur in the action taken by the Presidents'

Conference in accepting the recommendations of the Subcommittee on

Electronics. Accordingly, unanimous approval was given to the telegram

to the Chairman of the Presidents' Conference of which a copy is attached

as Item No. 6.

Application of Financial Institutions2 Inc. (Item No. 7). At

its meeting on March 21) 1958, the Board gave consideration to the appli-

cation of Financial Institutions, Inc., of Warsaw, New York, for approval

of the acquisition of additional shares of the Pavilion State Bank, Pavilion,
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New York, in the light of the expression of disapproval received from

the New York State Superintendent of Banks, and it agreed to proceed

with the matter as contemplated by the Bank Holding Company Act; that

is, to advise the applicant in writing of the necessity for a hearing

because of the position taken by the State Superintendent. After such

a letter was sent, counsel for the applicant reached members of the

Board's legal staff by telephone and indicated that he would advise the

applicant to withdraw the application, since it seemed quite certain

that the New York State holding company "freeze" legislation was going

to be extended for one year by the State Legislature. A telegram from

the President of Financial Institutions, Inc., withdrawing the application

was received on March 25, 1958, and there had been sent to the membe
rs

of the Board a memorandum from Mr. Hackley under that date summarizi
ng

developments and submitting drafts of letters to the applicant, th
e New

York State Superintendent of Banks, and the Federal Reserve Bank of 
New

York. The memorandum emphasized that the decision to withdraw the appli-

cation was entirely at the initiative of the applicant, no suggestion to

that effect having been made by the Board's staff.

Following comments on the matter, unanimous approval was given

to the letter to Financial Institutions, Inc., of which a copy is at
-

tached as Item No. 7, as well as to the suggested letters to the State

Superintendent and the Reserve Bank advising them of the withdrawa
l of

the application.
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Address by by Mr. Marget. Governor Robertson reported having been

informed by President Irons of the Federal Reserve Bank of Dallas that Mr.

Fred Florence of the Republic National Bank of Dallas had inquired whether

arrangements could be made for Mr. Marget, Director of the Division of

International Finance, to speak at Southern Methodist University on June

10, 1958, in connection with a program on international finance being

arranged by the University's Graduate School.

The Board authorized acceptance by Mr. Marget of such an invita-

tion, with the understanding that his expenses would be borne by the Board.

Transportation for State bankers' delegations. Governor Shepardson

stated that certain of the State bmIkArs' delegations visiting Washington

this year in accordance with the usual arrangements were of such a size

as to make it impossible to furnish them transportation to and from the

Federal Reserve Building in the Board's automobiles. He inquired whether

it was the view of the Board that supplemental transportation in the form

of hired cars or taxis should be provided on such occasions.

It was the unanimous opinion of the Board that arrangements for

transportation should not go beyond use of the Board's automobiles.

The meeting then adjourned.

Secretary's Note: Governor Shepardson

approved on behalf of the Board on March

25, 1958, a letter to the Federal Reserve

Bank of Dallas (attached Item No. 8) ap-
proving the appointment of Maxie F. Kelly

as an assistant examiner.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
First Trust Company of Albany,
Albany, New York.

Gentlemen:

Item No. 1
3/26/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 26, 1958

Pursuant to your request submitted through
the Federal Reserve Bank of New York, the Board of
Governors of the Federal Reserve System approves the
establishment of a branch at 403-407 Delaware Avenue,
Albany, New York, by First Trust Company of Albany,
Albany, New York, provided the branch is established

within one year from the date of this letter, and the

approval of the State authorities is in effect as of
the date of the establishment of the branch.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

986

Item No. 2
3/26/58

ADDRESS orriciAL. CORRESPONDENCE

TO THE BOARD

March 26, 1958

Mr. Joseph R. Campbell, Assistant Vice President,
Federal Reserve Bank of Philadelphia,
Philadelphia 1, Pennsylvania.

Dear Mr. Campbell:

Reference is made to yoUr letter of March 14, 1958,
submitting the request of Fidelity-Philadelphia Trust Company,
Philadelphia, Pennsylvania, for approval, under the provisions
of section 24A of the Federal Reserve Act, of additional invest-
ments in bank premises aggregating $48,000 for the purpose of
alterations or improvements to existing banking offices.

After consideration of the information submitted, the

Board of Governors approves the additional investment of ".$48,000
in banking premises by the Fiddity-Philadelphia Trust Company.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
98'

OF THE
444,40'

FEDERAL RESERVE SYSTEM
'40 WASHINGTON 25. D. C.

Board of Directors,
The First National Bank of Eustis,
Eustis Florida.

Gentlemen:

Item No. 3
3/26/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 26, 1958

The Board of Governors of the Federal Reserve
System has given consideration to your application for
fiduciary powers and grants you authority to act, when
not in contravention of 'tate or local law, as trustee,
executor, administrator, registrar of stocks and bonds,
guardian of estates, assignee, receiver, committee of
estates of lunatics, or in any other fiduciary cepacity
in which State banks, trust companies or other corpora-
tions which came into competition with national banks
are permitted to act under the laws of the State of
Florida, the exercise of all such rights to be subject
to the provisions of section 11(k) of the Federal
Reserve Act and Regulation F of the Board of Governors
of the Federal Reserve Systeme

A formal certificate indicating the fiduciary
powers which The First National Bank of Eustis is now
authorized to exercise will be forwarded to you in due
course.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.

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



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable Wright Patman,
House of Representatives,
Washington 25, D. C.

Dear Mr. Patman:

tera No. 14.

/26/58

OFFICE OF THE VICE CHAIRMAN

Iviarch 26, 1958

This refers to your letter of March 15, 1958,
regarding the three registered bank holding companies whose
principal offices are located in Texas. There is enclosed
a table showing the information you requested.

While the names or registered bank holding com[....
panies have been published, the names of their subsidiaries
and other information such as is shown in the attached table
have not been made available to the public; therefore, this
material is being furnished for your confidential information
and use.

Sincerely yours,

C. Canby Balders ton.

Enclosure 1.
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RhGISTERED BANK HOLDING COMPATIFS T•THOSE PRINCIPAL OFFICES
ARE LOCATED PITHE srNrE OF TEXAS

Bank Holding Company
Subsidiaries of Bank Holding Company

C. B. Investment Corporation, Houston:

Gulfgate State Bank, Houston, Texas
First National Bank, La Porte, Texas
Citizens State Bank, Sealy, Texas
Wallis State Bank, Wallis, Texas

Farmers and Mechanics Trust Company, Childress:

First State Bank & Trust Co., Hollis, Oklahoma
First State Bank, Childress, Texas
Producers Loan Company, Childress, Texas
Western Investment Company, Childress, Texas

Percentage
of Control

Dec. 31, 1956

39.45 1/
58.80 TY
30.53 I/
48.50

54.25 g/
51.33 .2/
50.00 2/
99.40 2/

The Fort Worth National Bank, Fort Worth:

Fort Wirta Investment Company, Fort vorth, Texas 100.00 3/
Riverside State Banks Fort Worth, Texas 37.03 Ty

Trinity Investment Company, Fort lilbrth„ Texas 100.00 3/
Nest Side State Bank, Fort worth) Texas 37.03

The Fort worth National Company, Fort Worth, Texas 100.00 3/
Fort Ibrth National Bank Garage, Fort Worth,
Texas 100.00 4/

1/ Controlled through shares held as collateral to notes receivable
from individuals.

2/ Control is through shares owned directly by the bank holding company.

21 Shares are held by trustees for the benefit of the shareholders of
The Fort Worth National Bank.

14/ Control is through shares owned directly by company listed immediately'
above.
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BOARD OF GOVERNORS

Of THE

FEDERAL RESERVE SYSTEM

c°fli e Correspondence
to

Governors 

P. Leonard__

41-

Item No. 5
3/26/58

Mae  March  210 • .43 

Subject:  Mechani zatl  on of check handling

at the Federal Reserve Banks

Attached is a copy of the March 13 report of the Subcommittee
on Electronics that is to be considered by the presidents in a special
meeting Tuesday afternoon, March 25.

This report marks an important step in the study and planning
for a more modern s3.stem of check handling at the Reserve Banks under-
taken last spring pursuant to action of the Presidents! Conference and
approval of the Board, with Stanford Research Institute (SRI) as tech-
nical adviser.

SRI has prepared operational performance specifications for
equipment to handle checks mechanically. These are ready for submis-
sion to interested manufacturers. They are based on the use of checks
coded with magnetic ink as recommended recently by the ABA.

Specifically the program contemplated by the attached report
involves the following principal steps:

1. Inviting manufacturers to submit proposals for the
supplying of equipment for pilot installations. (It
is hoped that this can be done at the end of this
month.)

2. Agreement of the Federal Reserve Banks to follow
certain governing principles in carrying out the
program on a System approach.

3. The continuing employment of Stanford Research
Institute as technical adviser.

The conversion of the check-handling operations of the Federal
Reserve Banks to a new mechanized system, if the proposed pilot test
Installations work out satisfactorily, will involve substantial sums of
money. The potential savings are likewise very substantial and can
result in materially reduced operating costs, the ability to handle a
substantially increased volume without increased costs, or a combination
of the two.

Two important recommendations of the Subcommittee deal with:

1. The competitive situation, and

2. Agreement by the Reserve Banks to approach the
program on a System basis.
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There are a limited number of manufacturers in the field,
and developments and improvements can be anticipated in the coming
years, particularly if competition can be preserved. Therefore, as
discussed more fully on pages 4, 5 and 9 of the report, the Subcom-
mittee and the technical adviser consider it important that pilot
installations of various manufacturers be installed provided they
meet the established specifications and can be obtained upon a
reasonably competitive basis. They also feel it essential to give
each manufacturer submitting proposals assurance that, if its pilot
installation meets the qualifications referred to, the Reserve Banks
will use some of the equipment for a period of three to five years.

The recommendation that the program be approached on a System
basis is supported on pages 3 and 4 of the report. Specifically it
contemplates that the decisions as to the following matters be deter-
mined by the Presidents' Conference as a System matter in the light
of the recommendations of the Subcommittee, with a view to developing
a program of the greatest value to all 12 Federal Reserve Banks:

(a) The particular equipment to be tested,

(b) The Federal Reserve offices at which the tests
are to be conducted, and

(c) The manufacturers whose equipment is to be used
by a particular Federal Reserve Bank for an inter-
mediate period after successful pilot installations.

The Subcommittee considers these two reconunendations as to
the competitive situation and the System approach as of ma.jor importanceand cannot stress them too greatly.

Stanford Research Institute has stressed the importance of
getting the program started promptly in order to avoid unnecessary
delays in the delivery schedule. They point out that developments in
the field are progressing more rapidly than was contemplated six months
ago and that manufacturers are accepting orders for related equipment.For this reason the Subcommittee's program contemplates the issuanceof invitations to manufacturers March 31, the receipt of proposals onor before June 30, 1958, and the installation of pilot equipment bythe end of 1959.

Attachment
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TELEGRAM Item No. 6
LEASED WIRE SEFRVICE 3/06/58

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

March 26, 1958

Erickson - Boston

Reurtel today advising that at yesterday's meetinr Presidents'

Conference accepted the March 13, 1958 report of the Subcommittee

on Electronics regarding the program of mechanization of check-

handling operations of the Federal Reserve Banks and approved

the recommendations contained therein. Board concurs in such

acti n.
(Signed) S. R. Carpenter

Carpenter
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

*Mt %. ..ii J.-,

.t. 
4i

**..tit

REGISTERED MAIL

Financial Institutions, Inc.,
Warsaw, New York.

Gentlemen:

Item No. 7
3/26/58

AOORESS orriciAL coancspar.o(Nce
TO THE BOARO

March 260 1958

This will acknowledge receipt of a telegram dated

March 25, 1958 and signed by W. J. Humphrey, President, Financial

Institutions, Inc., withdrawing the application made by that

corporation, pursuant to the Bank Holding Company Act of 1956, for

prior approval of action whereby Financial Institutions, Inc., 
would

acquire additional shares of The Pavilion State Bank, Pavilion,

New Yorke

In view of the withdrawal of this application, the 
previous

advice on the subject; of a hearing in this matter, contained 
in the

Board's letter of March 24, 1958, is to be disregarded. A copy of

this letter is being sent to the Superintendent of Banks for
 the State

of New York and to the Federal Reserve Bank of New York.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. L. G. Pondrom, Vice President
Federal Reserve Bank of Dallas,
Dallas 21 Texas.

Dear Mr. Pondrom:

991

Item No. 8
3/26/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 251 1958

In accordance with the request contained in your letter
of March 201 1958, the Board approves the appointment of
Maxie F. Kelly as an assistant examiner for the Federal Reserve
Bank of Dallas. Please advise as to the date on which the ap-
pointment is made effective.

Very truly yours,

(Signed) So R. Carpenter

S. R. Carpenter,
Secretary.

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




