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From: Office of the Secretary
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Minutes of the Board of Governors of the Federal Reserve Syste
m

on Friday, July 11, 1958. The Board met in the Board Room at 10:00 a.m.

been

PRESENT: Mr. Martin, Chairman

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. Farrell, Associate Director, Division of Bank 

Operations
Mr. Benner, Assistant Director, Division of

Examinations

Mr. Kiley, Chief, Reserve Bank Operations Section,

Division of Bank Operations

Application of Riverside Trust Company (Item No. 1). A file had

circulated to the members of the Board relating to the applicatio
n of

Riverside Trust Company, Hartford, Connecticut, for consent to its pr
oposed

tilerger vith Bnnkers Trust Company, Essex, Connecticut, and approval of 
the

establishment of a branch in Essex. The recommendation of the Division of

18.111irlations was favorable.

At the instance of Governor Mills, there was a brief discus
sion

or the capital position of Riverside Trust Company during which
 Mr. Masters

l'eferred also to the bank's competitive position in the Hartford ar
ea and

the reasons given for the proposed merger.

Following the comments by Mr. Masters, unanimous appr
oval was

to the letter to Riverside Trust Company of which a copy i
s attached

48 Item No. 1, for transmittal through the Federal 
Reserve Bank of Boston.
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Discount rates. Unanimous approval was given to telegrams to

the Federal Reserve Banks of New York, Cleveland, Richmond, Atlanta,

Chicago, St. Louis, Minneapolis, and Dallas approving the establishment

vithout change by those Banks on July 10, 1958, of the rates on discounts

and advances in their existing schedules.

Federal Reserve district lines and branch zones (Item No. 2). 

On January 21, 1958, the Board requested the Federal Reserve Banks to

review their district lines and branch zones in connection with the

mechanization of check handling program being conducted by the American

Bankers Association. A memorandum from the Division of Bank Operations

clated July 10, 1958, summarizing the comments of the Reserve Banks had

been distributed to the members of the Board prior to this meeting.

The Federal Reserve Bank of Richmond was considering a shift of

ten counties in South Carolina from the head office territory to the

Charlotte Branch zone and requested the views of the Board with respect

to Obtaining the sentiment of all member and par nonmember banks in the

head office territory of South Carolina.

The Federal Reserve Bank of Chicago had concluded after a pre-

11111inary study that it might be desirable to transfer certain counties

in northern Wisconsin and those in the upper peninsula of Michigan from

the Ninth District to the Seventh District and suggested that steps be

taken to ascertain the sentiment in the areas concerned. Although the

Minneapolis Reserve Bank did not recommend any changes in district or

bx‘61.1ch lines, it indicated willingness to participate in a joint study
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with the Chicago Bank and suggested that such a study include all of the

area lying along the border of the Seventh and Ninth districts.

The Federal Reserve Bank of San Francisco recommended that

consideration be given to transferring five counties in Arizona from

the El Paso Branch territory of the Eleventh District to the Los Angeles

Branch territory of the Twelfth District. However, the Dallas Reserve

8ank cited the superior mail service that the El Paso Branch is able to

Provide to banks in those counties along with the satisfactory relations

taintained between the El Paso Branch and such banks.

No objection was indicated by the members of the Board to the

Pr(Vosal of the Richmond Bank to ascertain sentiment in the several

8Pecified counties in South Carolina. Accordingly, unanimous approval 

lrae given to the letter to the Reserve Bank of which a copy is attached

4s II215 No. 2.

With respect to the San Francisco-Dallas matter, representatives

(4' the Division of Bank Operations commented that the San Francisco

Ite°talendation was not phrased in strong or urgent terms and expressed

the view that consultation between the two Banks might result in abandon-

Of the proposal in view of the position taken by the Dallas Bank.

Irt the circumstances, it was understood that Chairman Martin would discuss

the tatter informally with President Mangels of the San Francisco Bank

with a view to determining whether that Bank would be agreeable to

418.111tairling the present division of territory.
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On the Chicago-Minneapolis matter, Governor Szymczak reported

conversations with President Allen of the Chicago Bank in which the

latter indicated a desire to proceed with sounding out sentiment in

the counties concerned and stated that a further letter would be written

to the Board. It was reported at this meeting that the letter from Mr.

Allen had now been received.

Question was raised whether a mutually agreeable basis for a

811.1"veY could be reached between the Chicago and Minneapolis Banks, since

the latter Bank was understood to feel that a survey of broader scope

was warranted and that the Minneapolis Bank could provide better service

to '1)1:mk5 in certain parts of the State of Iowa.

In a discussion of what steps might be taken to resolve the

151'°blem, Governor Robertson suggested that the need was for an objective

8t14Y of all district lines by the Board which might provide justification

various territorial adjustments and possibly a basis for recommendations

changes in the law which would permit the creation of one or more

edditional districts.

Other members of the Board expressed agreement with exploring

811c4 an approach, it being the feeling that interdistrict relationships

'84.e it difficult for objective studies in this area to be conducted by

tile Reserve Banks themselves. Accordingly, the Division of Bank Operations

'448 Z.2.21.12p1,921 to consider how a general study of this subject might best

be 0
r*ganized and to submit a memorandum for the Board's consideration.
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In the light of this discussion it was agreed that Chairman

Martin and Governor Shepardson would talk with President Allen, whom

they expected to see this weekend, with a view to discouraging a

Unilateral survey of sentiment by the Chicago Bank in the counties

that had been mentioned by Mr. Allen. It was further agreed that upon

Minneapolis President Deming's return from vacation, Chairman Mart
in

vould also discuss the situation with him.

Messrs. Leonard, Farrell, and Kiley then withdrew from the

Meeting.

Condition of a Miami member bank (Item No. 3). Pursuant to the

141derstanding at yesterday's meeting of the Board, there had b
een dis-

t
ributed to the members of the Board a draft of proposed letter to

 the

13°ard of Directors of the Pan American Bank of Miami, Miami, Florida
,

citing the condition of the bank as revealed by the latest report of

eXamination, calling for the immediate institution of remedial
 actions,

e*Ild requesting that representatives of the bank attend a meeting 
at the

11°ard's offices on a date to be arranged in the first half of 
October to

state specifically what measures had by that time been taken an
d what

i'llither steps could and would be taken to restore the bank to a 
sound

co
ndition.

At the request of the Board, Messrs. Masters and Benner 
reviewed

14 detail the history of the member bank, trends in its o
perations, its

ll'esent condition as revealed by examination, the supervi
sory measures

ten by the Federal Reserve Bank of Atlanta over a period
 of time, and

the response of the bank's management. They also referred to discussions
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vith the Federal Deposit Insurance Corporation, the concern expre
ssed

by that agency, and steps which might be taken by the Board
 unilaterally

Or in cooperation with the Corporation. Their comments were drawn

Principally from material in the Board's files pertain
ing to the member

bank, and it was understood that the pertinent files would be ci
rculated

to the members of the Board in order that they might study
 them thoroughly.

Question was raised whether definite steps should be 
taken by the

130ard immediately but, after consideration of all of the
 circumstances, it

was agreed that the course of action described in the propos
ed letter to

the member bank would be the most feasible procedure.

Accordingly, unanimous approval was given to the l
etter to the Pan

kerican Bank of which a copy is attached as Item No. 3,
 for transmittal

thl'ollgh the Federal Reserve Bank of Atlanta. It was understood that there

'°111a. be furnished to the Federal Deposit Insurance Corporation and to

the Atlanta Reserve Bank copies of a memorandum concerni
ng the conference

held by Governor Robertson and Mr. Benner on July 9 
with representatives

of the member bank, and that appropriate information wou
ld be given to the

C°Mlotroller of the Currency in view of the fact that 
certain other banks

114der the same control are national banks or are seeking 
to convert to that

status.

The meeting then adjourned.

Secretary's Notes: Pursuant to the recommen-

dations contained in memoranda from app
ropriate

individuals concerned, Governor Shepardson t
oday

approved on behalf of the Board the foll
owing

items affecting the Board's staff:
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Ralph Sherrod, Photographer (Offset), Division of Administrative
Services, from 4;5,242 to 4;5,366 per annum, effective July 13, 1958.

Leave of absence without pay

,..... Pearl G. Farrington, Statistical Clerk, Division of International

nalance, for a period beginning with the expiration of leave without pay

granted by the Division under the Board's Leave Regulations and not to

extend beyond July 18, 1958.

Governor Shcpardson also approved today on

behalf of the Board a letter to the Federal

Reserve Bank of Richmond approving the

designation of Harvey Kent Tibbs as a special

assistant examiner. A copy is attached hereto

as Item No. l4.

Pursuant to recommendations contained in memo-

randa from Mr. Young, Director, Division of

Research and Statistics, Governor Balderston,

acting in the absence of Governor Shepardson,

today approved on behalf of the Board increases

in the basic annual salaries of the following

persons in that Division in the amounts indicated,

effective July 13, 1958:

4arae and title

,1414.4rd. Kalachek, Economist
'cls Jane Moore, Economist
-tellleY J. Sigel, Chief, Flow of Funds
and Savings Section 1/
yard. P. Snyder, Economist

4Q-mlat F. Wendel, Economist

17---, Title changed from Economist.

2033 1

Basic annual salary

From To
.......••••••••••••••

4, 6,735 4; 7,030
6,885 7,270

12,075 12,770

7,750 8,330

7,990 8,330
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Riverside Trust Company,
Hartford 1, Connecticut.

Gentlemen:

Item No. 1
7/11/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 11, 1958

Pursuant to your request submitted through the
Federal Reserve Bank of Boston, 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 Riverside Trust Company with The Bankers
Trust Company, Essex, Connecticut, under the present title
and charter of the Riverside Trust Company, and approves
the establishment of a branch by the merged bank in Essex,
Connecticut, provided (a) the merger is effected substantially
in accordance with the merger agreement dated June 5, 1958,(b) the transactions are effected within six months from the
date of this letter, (c) the approval by the State authorities
18 in effect at the time the merger is effected and the branch
is established, and (d) shares of stock acquired from dissenting
shareholders are disposed of within six months after date of
acquisition.

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. Hugh Leach, President,
Federal Reserve Bank of Richmond,
Richmond 13, Virginia.

Dear Mr. Leach:

Item No. 2
7/11/58

AODRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 11, 1958.

The Board has read with interest your letter of May 20, in

which you suggest in reply to the Board's letter of January 21, 1958,

the Possible desirability of transferring ten South Carolina counties
from the Head Office territory to the Charlotte Branch zone.

It is noted that no formal action has been taken by your
Board of Directors with respect to the possible transfer of the

counties of Chesterfield, Kershaw, Lee, Sumter, Clarendon, Calhoun,
Orangeburg, Bamberg, Barnwell, and Allendale from the Richmond to the
Charlotte territory. It is also noted that before a formal recom-
Tendation for this transfer is made to the Board of Governors, the
t'ederal Reserve Bank of Richmond proposes to send a letter to all

member and par nonmember banks in the Head Office territory of South

Carolina which would indicate that the Reserve Bank feels that such a
Change would be desirable and explain the reasons for this feeling.

le++ 
The Board would have no objection to the proposal to send a

-uer to the member and par nonmember banks in the Head Office

rrritory of South Carolina mentioned in your letter of May 20, but
"as taken no other action in regard to this matter pending a recom-
mendation from your Directors.

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.

Board of Directors
Pan American Bank of Miami

Miami, Florida

Gentlemen:

Item No. 3

7/11/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE ESOARD

July 111 1958

This letter refers to a meeting held at the request

of your representatives, Mr. Sterling A. Wood and Mr. Louis

H. Sedlacek, in the Board's offices in Washington on July

9) 1958, with Governor Robertson and Mr. Henry Benner,

Assistant Director of our Division of Examinations, for

the purpose of discussing the condition of the Pan Ameri-

can Bank of Miami.

They were informed that the last report of examina-

tion reveals that the bank is in extremely serious condi-

tion and has suffered a substantial deterioration in its

assets since the previous examination. Classified and
criticized assets are in high volume, capital accounts are

inadequate, liquidity is low, earnings have been sharply

reduced, and the bank's management has been unsuccessful

in resolving the serious problems which confront the bank.

Your representatives were informed and, by this let-

you are informed that the Board of Governors of the

.c,ederal Reserve System expects you to institute without -1de-

actions which will bring about the correction of the

ank's problems, including inadequate capital, classified

and criticized assets, low liquidity, and unsatisfactory

ll'anagement.

As they were informed, the Board is willing to per-

Tit a reasonable time within which you can survey the prob-ae'lls of your institution, as revealed by the report of ex-

inination and the discussion on July 9th, and develop
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Pan American Bank of Miami, Fla. -- #2

appropriate solutions for them. In line therewith, the

Board requests you to have your representatives attend a

meeting at the Board's offices in Washington during the

first half of October, at which the condition of the bank

Will again be discussed and at which your representatives

Will be expected to state specifically what measures have

then already been taken and what further steps can and

Will be taken to restore the bank to a sound condition.

If you will communicate with the Board on or about

October 1st, a date for the meeting will be fixed.

Very truly yours,

(Signed) KennP.th A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary
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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. 4
7/11/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 11, 1958

In accordance with the request contained

in your letter of July 8, 1958, the Board approves

the designation of Harvey Kent Tibbs as a special

assistant examiner for the Federal Reserve Bank of

Richmond.

Very truly yours,

(Signed), S. R. Carpenter

S. R. Carpenter,
Secretary.
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