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Minutes of the Board of Governors of the Federal Reserve System

on Friday, November 7, 1958. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Sherman, Secretary
Mr. Fauver, Assistant Secretary
Mr. Thomas, Economic Adviser to the Board
Mr. Young, Director, Division of Research and

Statistics
Mr. Molony, Special Assistant to the Board
Mr. Noyes, Adviser, Division of Research and

Statistics
Mr. Robinson, Adviser, Division of Research and

Statistics
Miss Burr, Associate Adviser, Division of Research

and Statistics
Mr. Koch, Associate Adviser, Division of Research

and Statistics
Mr. Williams, Associate Adviser, Division of

Research and Statistics
Mr. Furth, Associate Adviser, Division of

International Finance
Mr. Hersey, Associate Adviser, Division of

International Finance
Mr. Sammons, Associate Adviser, Division of

International Finance

Messrs. Gehman and Keir, Miss Dingle, Messrs.
Altmann, Fisher, Nanookian, Solomon, Trueblood,
and Wernick, and Miss Stockwell of the Division
of Research and Statistics

Messrs. Irvine, Katz, Wood, and Reynolds of the
Division of International Finance

Mr. J. B. Selwyn, Principal of the Statistics
Office of the Bank of England

Economic review. Members of the staffs of the Divisions of Research

and. Statistics and International Finance reviewed recent economic develop-

ments. On the international side, the evidence indicated that there were
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no significant forces apparent to hamper the current recovery movement

in the United States although developments abroad could not be counted

on to provide stimulating factors.

Highlights in reports by the Division of Research and Statistics

included further improvement in building activity, continued strength in

the labor market, and a further rise in gross national product. Improve-

ment in the corporate profit outlook was noted as was the post-election

strength in the stock market, which had risen to a new all-time high.

Credit expansion thus far in the recovery was reported to have been

moderate with business loan increases about equal to seasonal expectations.

All of the staff, and Mr. Selwyn, withdrew except Messrs. Sherman,

Fauver, Young, and Sammons. Messrs. Hackley, Solomon, Hexter, Davis, and

Chase of the Legal Division, and Messrs. Masters and Hostrup of the

Division of Examinations entered the room.

Discount rates. Unanimous approval was given to telegrams to the

following Federal Reserve Banks approving the establishment without change

by those Banks on November 6, 1958, of the rates on discounts and advances

in their existing schedules:

Philadelphia St. Louis
Cleveland Minneapolis

Richmond Da3 1  as

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 a proved unanimously:
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Letter to the Federal Reserve Bank of Boston authorizing

that bank to waive the assessment of penalties incurred

by the Rutland County National Bank, Rutland, Vermont,

because of deficiencies in its reserve account.

Item No.

1

Letter to The First National City Bank of New York, New 
2

York, approving the establishment of an additional bra
nch

in Shaw Building in Singapore, Colony of Singapore. (For

transmittal through the Federal Reserve Bank of New 
York)

Letter to Wolfe and Company, New York, New York, regard
ing

an interpretation of Regulation U. (With a copy of the

interpretation to the Presidents of all Federal 
Reserve

Banks)

Letter to the Fairfax County National Bank, Falls Churc
h, 4

Virginia, approving its application for fiduciary p
owers.

(For transmittal through the Federal Reserve Bank 
of

Richmond)

Letter to the Lake City Bank, Warsaw, Indiana, approv
ing

an additional investment in bank premises. (For trans-

mittal through the Federal Reserve Bank of Chicago)

Letter to the Ypsilanti Savings Bank, Ypsilanti, Michig
an, 6

approving the establishment of a branch in Washtenaw 
County,

Michigan. (For transmittal through the Federal Reserve 
Bank

of Chicago)

Letter to The Farmers and Merchants State Bank, Colby, 
Kansas, 7

approving its application for authority to act in a 
specific

fiduciary capacity. (For transmittal through the Federal

Reserve Bank of Kansas City)

Letter to the First State Bank of Idabel, Idabel, 
Oklahoma, 8

approving its application for membership in the 
Federal

Reserve System. (For transmittal through the Fed
eral Reserve

Bank of Dallas)

Letter to The Brooks Field National Bank of San Antonio, San
 9

Antonio, Texas, granting permission to maintain
 reduced

reserves. (For transmittal through the Federal 
Reserve Bank

of Dallas)

Letter to the State Bank of Wilbur, Wilbur, Mich
igan, approving 10

an investment in bank premises. For transmittal through the

Federal Reserve Bank of San Francisco)

3

5
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Unfavorable recommendation recommendation on organization of national bank in 

Bethesda, Maryland (Item No. ii). Prior to the meeting there had been

circulated a draft of letter to the Comptroller of the Currency recom-

mending unfavorably with regard to a proposal to organize a national

bank at Bethesda, Maryland. The Federal Reserve Bank of Richmond had

recommended the application be disapproved on the basis of its investi-

gation, and the Division of Examinations concurred in this position.

Governor Robertson said that he did not find in the report of

the Richmond Bank evidence to support an unfavorable recommendation

to the Comptroller of the Currency regarding establishment of the

Proposed bank in Bethesda. It looked to him as though there was

sufficient business to enable the bank to operate profitably and he

felt that the additional competition was warranted. Refraining from

Permitting another bank in a community as large as Bethesda would only

result in a further increase of other types of lending agencies outside

banking. Governor Robertson said he knew one of the persons prominent

in the proposed bank to be an able banker and he could see no justification

for feeling that the organizers and directors as a group would not be

stable. In his opinion, members of the Board and its staff were in a

position to know more about the situation in Bethesda than would be the

investigator from the Federal Reserve Bank of Richmond, and for the

reasons indicated he had reached a conclusion that the Board should

recommend that the Comptroller act favorably on the application.
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Governor Balderston said that he shared the views expressed by

Governor Robertson. It seemed to him that in this case the investigator

reflected unnecessarily the information that had been obtained from the

two banks already located in Bethesda.

Governor Mills stated that he agreed with the conclusion of the

Division of Examinations that there were sufficient banking services

Within ready reach of the residents of Bethesda or the District of

Columbia. He had no personal acquaintance with any of the individuals

identified with the organization of the bank, although they did not

appear to him to represent substantial worth.

Mr. Masters said he had no personal knowledge of the Bethesda

situation but that several of the members of the Division of Examinations

lived in the area and had given considerable attention to this application

after which they agreed with the recommendation of the Richmond Reserve

Bank. This was largely on the basis that they could see no real need

for this bank. They did not think there was sufficient business in

Prospect in the immediate area to call for its establishment. However,

they did not think its establishment would have any adverse effect on

the other banks serving the community. Mr. Masters noted that the bank

Would be located in a small shopping center a few blocks away from the

center of Bethesda and a little over a mile from the District of Columbia

line. In addition to the banks in the District of Columbia, Bethesda

vas now served by the Bank of Bethesda and by a branch of the Suburban

Trust Company. A new bank would have to generate its own business.
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The organizers themselves indicated that they expected the bank to

Operate at a loss during the first three years but that it mould reach

a profitable stage in the fourth year. Mr. Masters also said that the

capital to be put in was adequate.

Governor Shepardson said that he was inclined to concur 
with

the recommendation of the Division of Examinations, and Governor 
Szymczak

indicated that this would be his conclusion.

Thereupon the Board approved, with Governors Balderston and

Robertson dissenting for the reasons indicated, a letter to the

Comptroller of the Currency indicating that the Board did not fe
el

justified in recommending favorably the establishment of the ban
k at

Bethesda, Maryland, in the form attached to these minutes as Item N
o. 11.

Unfavorable recommendation on organization of a national bank 
in 

Point Pleasant, West Virginia (Item No. 12). Governor Robertson said

that here again he had grave doubts as to the justification of an

unfavorable recommendation to the Comptroller of the Currency on 
the

application to establish a national bank. It was certainly a borderline

ease, he said, and although he did not have sufficient inf
ormation concerning

the community of Point Pleasant to cause him to dissent from the rec
om-

mendation of the Division of Examinations he would go al
ong with reluctance.

Thereupon, unanimous approval was given to a letter 
to the

Comptroller of the Currency in the form attached to t
hese minutes as

Item No. 12.
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Proposed agenda for Federal Advisory Council meeting (Item No. 13).

Prior to the meeting there had been distributed copies of a draft of letter

to the Assistant Secretary of the Federal Advisory Council submitting

topics for discussion at its meeting on November 17 and 18. The only

question about the draft related to whether there should be included an

item concerning the timing of a change in the Federal Reserve check

collection time schedule to provide a three-day, rather than a two-day

maximum deferment, asoutlined in the Board's letter to the Reserve Bank

Presidents dated October 20, 1958.

Inasmuch as this matter was to be discussed with the Bank

Presidents on November 10, the draft was approved with the understanding

that the letter would not be sent until after the meeting with the

Presidents, and that inclusion of an item relating to the check

collection schedule would be dependent on the discussion at that

meeting.

Secretary's Note: Pursuant to the foregoing under-

standing, the letter to the Assistant Secretary of the

Federal Advisory Council, attached to these minutes

as Item No. 13, was sent (following the meeting with

the Presidents) on November 10, 1958.

Addition to the staff of the Division of International Finance.

Prior to the meeting there had been circulated a memorandum dated

October 29, 1958, from Mr. Marget, Director, Division of International

Finance, recommending that a Junior Economist be added to the staff of

the Special Studies Section. The proposal would not increase the total
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positions in the Division from its recent level since one job had been

eliminated last month from its administrative section.

The recommendation was unanimously approved by the Board.

Mr. Sammons then withdrew from the meeting.

Availability of staff studies for research purposes. Prior to

the meeting there had been circulated a memorandum dated October 31, 1958,

from Mr. Young recommending that Professor Edward C. Simmons of Duke

University be permitted access to staff studies of the discount mechanism

prepared during 1951-53 and also to the report of the System Committee

on Discount Policy which led to the revision of Regulation A. Mr. Young's

memorandum stated that Professor Simmons was a responsible economist of

national reputation and he had agreed to submit any manuscript prepared

subsequent to examining the requested materials for review prior to

publication.

Mr. Young's recommendation was approved unanimously by the Board,

following which he withdrew from the meeting.

Bank Shares Incorporated - request for extension of time 

(Item No. 14). Prior to the meeting there had been distributed a memo-

randum dated October 31, 1958 from Mr. Davis, relating to a request from

Bank Shares Incorporated, Minneapolis, Minnesota, for an extension to

May 9, 1959, of the period within which it must comply with the provisions

of section 4(a)(2) of the Bank Holding Company Act with respect to the

retention of ownership of voting shares of four nonbanking organizations.

The Board had previously granted an extension to Bank Shares from May 9,

1958, to November 10, 1958, because administrative proceedings in regard

to this matter had not been concluded. These proceedings were still in
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process, and the Legal Division recommended that the request be granted.

The Board unanimously approved the extension requested and the

sending of the letter attached to these minutes as Item No. 14, with

copies to the Minneapolis Reserve Bank, the Comptroller of the Currency,

and the Federal Deposit Insurance Corporation.

Otto Bremer Company - request for extension of time (Item No. 15).

Prior to the meeting there had been distributed a memorandum dated October

31) 1958, from Mr. Davis relating to a request from Otto Bremer Company,

St. Paul, Minnesota, for an extension to May 8, 1959, of the period within

Which it must comply with the provisions of section 4(a)(2) of the Bank

Holding Company Act with respect to five nonbanking organizations. The

Board had previously granted an extension to Otto Bremer from May 9, 1958,

to November 9, 1958, because administrative proceedings in regard to this

Matter had not been concluded. These proceedings were still in process,

and the Legal Division recommended that the request be granted.

Thereupon, the Board unanimously approved the extension requested

and the sending of the letter attached to these minutes as Item No. 15,

with copies to the Minneapolis Reserve Bank, the Comptroller of the

Currency, and the Federal Deposit Insurance Corporation.

The First Virginia Corporation - request for extension of time 

(Item No. 16). Prior to this meeting there had been distributed a memo-

randum from the Division of Examinations dated October 31, 1958, relating

to a request from The First Virginia Corporation, Arlington, Virginia,

for an additional extension to March 30, 1959, of the time within which
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the corporation must discontinue engaging in the insurance agency

business in order to comply with the requirements of section 4(a)(2)

of the Bank Holding Company Act. The Board had previously extended the

date for compliance from May 9, 1958, until November 9, 1958. The

Division of Examinations recommended that the requested extension be

granted•

and

for

The Board unanimously approved the extention of time requested

the sending of the letter attached to these minutes as Item No. 16,

transmittal through the Richmond Reserve Bank.

Montana Shares, Inc. - request for extension of time (Item No. 17). 

Prior to the meeting there had been distributed copies of a memorandum

dated November 4, 1958, from the Division of Examinations recommending

the granting of a request by Montana Shares, Inc., Havre, Montana, for

an additional extension from November 9, 1958, to May 9, 1959, of the

Period of time in which Montana Shares must comply with the provisions

Of section 4(a)(2) of the Bank Holding Company Act.

The Board unanimously approved the extension of time requested

and the sending of the letter attached to these minutes as Item No. 17,

for transmittal through the Minneapolis Reserve Bank.

Otto Bremer Company - request for interpretations or extensions

1TI21211181.mill9l: Prior to the meeting there had been distributed copies

of a memorandum dated November 4, 1958, from Mr. Davis relating to a

request from Otto Bremer Company, St. Paul, Minnesota, for an interpretation
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that section 4(c)(1) of the Bank Holding Company Act exempted from

the divestment requirements its ownership of shares in the Williston

Realty Company, Williston, North Dakota, and Saulpaugh Corporation,

Mankato, Minnesota. The requested interpretation was made on the

basis that each of these corporations was engaged solely in holding

or operating properties used wholly or substantially" by a banking

subsidiary of the holding company.

Mr. Davis' memorandum stated that Williston Realty Company

appeared to be engaged solely in operating a building most of which

vaS used by the American State Bank of Williston, a banking subsidiary

of Otto Bremer Company, and recommended that the Board hold that the

exemption under section 4(c)(1) was applicable. If the Board agreed

with this recommendation, it would not be necessary to consider the

granting of a further extension of time since divestment would not be

required.

The memorandum also pointed out that the circumstances regarding

the Saulpaugh Corporation were not so clear-cut inasmuch as in addition

to operating a building that was 41 per cent occupied by the National

Bank of Commerce in Mankato, a subsidiary of Bremer, it also held an

inve tment account and notes receivable which together amounted to about

18 per cent of its total assets. Since section 4(c)(1) provided an

exemption only for stock of a company engaged "solely" in holding or

operating bank buildings, it was questionable whether Saulpaugh

Corporation qualified for that exemption. Therefore, the memorandum
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recommended that the Board grant Bremer's request for permission to

retain the shares of Saulpaugh Corporation for an additional six months.

The Board unanimously approved the recommendations of the Legal

Division that (1) the exemption of section 4(c)(1) of the Bank Holding

Company Act was applicable to the ownership by Otto Bremer Company of

shares of Williston Realty Company, and (2) that the Board extend to

May 8, 1959, the time within which Bremer might retain ownership of

the voting shares of Saulpaugh Corporation. Pursuant to this action,

the Board approved the sending of the letters to Otto Bremer Company

and the Federal Reserve Bank of Minneapolis, attached to these minutes

as Items 18 and 190 respectively.

Wisconsin Bankshares Corporation - request for interpretations

and extensions (Items 20 and 211. Prior to the meeting there had been

distributed a memorandum from Mr. Davis relating to requests for

interpretations by Wisconsin Bankshares Corporation, Milwaukee, Wisconsin,

concerning the status under the Bank Holding Company Act of several of

its nonbanking subsidiaries. One of the requests was for a ruling that

section 4(c)(1) exempted from the divestment requirements of the Act

ownership of shares by Wisconsin Bankshares of First Wisconsin Company,

First Wisconsin Mortgage Company, and Wisconsin Equities, Inc., all of

Milwaukee, Wisconsin.

First Wisconsin Company was a company engaged exclusively in

writing comprehensive automobile insurance and credit life insurance
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for and at the request of customers of First Wisconsin National Bank of

Milwaukee, a subsidiary of Wisconsin Bankshares. It was the opinion of

the Legal Division that First Wisconsin Company was not a company engaged

"solely in the business of furnishing services to or performing services

for" affiliated banks and, therefore, the exemption of section 4(c)(1)

was not applicable. Accordingly, it recommended an extension of six

months for retention of shares of this company.

First Wisconsin Mortgage Company and Wisconsin Equities, Inc.

vere inactive organizations which the holding company might use in the

future in connection with the liquidation of assets of Wisconsin

Bankshares and its banks. As to them, the Legal Division recommended

that the Board rule the exemption of section 4(c)(1) applicable.

Wisconsin Bankshares had also requested an interpretation that

section 4(c)(4) of the Act exempted from divestment the shares of First

Central Company of Madison, Wisconsin, which owned the land, building,

and equipment used by a branch office of First National Bank of Madison,

a subsidiary of Wisconsin Bankshares. Retention of these shares by

Wisconsin Bankshares would be permissible if such shares were "of the

kinds and amounts eligible for investment by National banking associations

under the provisions of section 5136 of the Revised Statutes." This was

a question for determination by the Comptroller of the Currency and, in

the circumstances, the Legal Division recommended that the Board grant

an extension of six months for the retention of these shares.

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



4e

11/7/58 -14-

Finally, Wisconsin Bankshares sought a determination that

section 2(b) of the Act excluded from the definition of "company"

the First Wisconsin Foundation, Inc., Milwaukee, a non-stock, non-

profit, charitable organization. The Legal Division recommended that

First Wisconsin Foundation be held to be excluded from the definition

of "company" and not subject to the provisions of the Act.

The Board unanimously approved the rulings recommended by the

Le gal Division and the sending of the letters attached to these minutes

as Items 20 and 21 to Wisconsin Bankshares Corporation and the Federal

Reserve Bank of Chicago, respectively.

Messrs. Hostrup, Hexter, and Davis withdrew from the meeting

at this point, and Mr. Smith, Assistant Director, Division of Exami-

nations, entered the meeting.

Proposed amendment to Regulation R. Prior to the meeting there

had been circulated a memorandum dated October 10, 1958, from Mr. Chase

summarizing the comments received from the Federal Reserve Banks in

reply to the Board's letter of August 27, 1958, concerning a proposed

amendment to Regulation R, Relationships with Dealers in Securities under

Section 32 of the Banking Act of 1933. The amendment would extend the

Present exception which authorizes an officer, director, or employee

Of a member bank to serve in an organization engaged in dealing solely

with Obligations of the United States, obligations fully guaranteed both

as to principal and interest by the United States, and "debentures issued

by Federal Intermediate Credit banks, bonds issued by Federal Land banks,
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and general obligations of Territories, dependencies and insular

Possessions of the United States." Added to the list of securities

already excepted would be securities of the Central Bank for Cooperatives,

the Federal Home Loan Banks, the Federal National Mortgage Association
,

and the International Bank for Reconstruction and Development, the

latter types of securities not having been in existence at the time

the Regulation was last revised in 1936.

Generally, the Reserve Banks favored the adoption of the

amendment as submitted except that New York and Minneapolis suggested

slight editorial changes and Chicago and Kansas City expressed some

reservation about the inclusion of obligations of the Interna
tional

Bank.

While the memorandum was in circulation, Governor Mills ma
de

the comment that if Regulation R was liberalized as a ruling of g
eneral

application and appropriate notice published by the Board, it 
seemed

to him remotely possible that such action could become an 
opening

wedge for causing problems to arise in other areas. He saw as a

Possibility a development whereby the Board of Governors 
would be

asked to concur in legislation which would validate the 
use of

securities issued by these various institutions as co
llateral for

advances to member banks by the Reserve Banks. He pointed out that

the Board had thus far opposed such legislation but he believed that
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its position would be weakened if it accorded additional status to

these securities by lumping them in with the other types of public

securities which were of exempt standing with respect to Regulation R

in one way or the other, were included in the statutory and Comptroller

of the Currency regulations having to do with investment securities.

Mr. Chase reviewed the Reserve Bank comments and brought out the

fact that Mr. Riefler had previously expressed his feeling that exceptions

of this kind were not desirable but, so long as the present exceptions

stood, it was difficult to object to extending them to include the

securities proposed.

Mr. Hackley pointed out that this was a regulation which affected

very few people and that the proposed change had been raised by only one

securities dealer. He agreed that the change would offer the possible

risk of encouraging other Government agencies to push for making their

securities eligible for collateral for Reserve Bank advances.

Governor Mills said Mr. Hackley had touched upon the element that

144s of primary concern to him. He thought this was an instance where a

single broker was pressing a point that might lead to embarrassment for

the System because of its possible repercussions in other areas. Other

Government agencies would no doubt be interested in pressing for legis-

lation that would make their securities eligible for use as collateral

for advances from the Reserve Banks because such eligibility would enhance

the marketability of those securities. Under the circumstances, he doubted

that the Board should accede to the request from a single broker.
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Governor Robertson said he agreed with Governor Mills. He

would be willing to make a specific exception if that were feasible,

but the possibility of additional requests to get in under this

umbrella would be augmented if the amendment were adopted and he

would therefore not favor it.

Governor Shepardson said he had found it difficult to

distinguish logically between the types of securities already exempted

and those now proposed. The points raised in this discussion gave him

concern, however. He would differ from Governor Robertson in that he

would not favor a specific exception for one individual or firm.

Governor Robertson responded that his preference would be to

eliminate the present exemption.

Governor Mills said that he also would favor this course, but

he understood the present exceptions were covered by a statute.

Mr. Chase noted that this was not the case, that the question

was solely a matter for Board decision.

Discussion then turned to the types of Government obligations

that had been made eligible to secure advances from the Reserve Banks,

auring which Governor Balderston recniled that the Board had taken a

P°8ition against extension of eligibility to additional obligations.

Governor Szymczak said he thought the Board would have to extend

the exception to the extent of the proposed amendment for the sake of

consistency, unless it was prepared to eliminate the present exception.
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Governor Balderston said it appeared that two members of the

Board did not favor the proposal and there were two who would favor it

largely on the grounds of consistency. For himself, he was wondering

where consistency on this matter might lead.

Governor Robertson then suggested that the matter be held over

for further discussion and that the Legal Division be asked to study

the appropriateness of the entire Regulation since it had not been

amended since 1936.

There was agreement with Governor Robertson's suggestion.

Mr. Chase then withdrew from the meeting.

Application for national bank in Kansas City, Missouri (Item

No. 22). Prior to the meeting there had been circulated a memorandum

from the Division of Examinations dated October 30, 1958, presenting

additional comments of the Kansas City Reserve Bank requested by the

Board on October 29, in connection with its consideration of an appli-

cation to organize a national bank in Kansas City, Missouri. The

Reserve Bank had been asked specifically to consider whether the

organization of the proposed bank would adversely affect the public

interest and whether it would jeopardize the future of other banks in

the area. The Kansas City Bank advised that inasmuch as there was no

real need for additional banking facilities in the area, it 'would seem

not to be in the public interest to establish such a new bank. It also

stated that the proposed bank would draw business from the two banks

located six blocks from the proposed site for the new bank but it would

not necessarily jeopardize their future.
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Governor Robertson stated that while he did not feel strongly

enough to dissent, he was still not convinced that the Kansas City

Bank's recommendation was correct. He would go along with reluctance

and only because it was a borderline case.

Governor Mills said that he felt much as Governor Robertson

had indicated, perhaps a little more toward a favorable recommendation.

In any event, it was a marginal case.

Governor Balderston said that he would dissent from a recom-

mendation that the Comptroller of the Currency disapprove the appli-

cation. He was concerned that the supervisors' obligation to prevent

over-banking was getting distorted by recommendations that he felt were

being colored by interviews with officers of existing banks, which

naturally did not want rivals to compete closely with them. He could

not convince himself that the present application would result in

over-banking.

The Board then approved, Governor Balderston dissenting for

the reasons indicated, the letter to the Comptroller of the Currency

attached to these minutes as Item No. 22, stating that the Board did

not feel justified in recommending approval of the application of the

new bank. A copy of the letter was sent to the Federal Reserve Bank

Of Kansas City.
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At this point, Mr. Solomon withdrew from the meeting.

Examination report of the Federal Reserve Bank of Dnllas. 
Mr.

Smith then reviewed the examination of the Dallas Reserve B
ank as of

August 22, 1958. There were no comments of a critical nature to be

brought to the Board's attention except a possible lack of 
qualified

employees in supervisory positions at the El Paso Branch.
 This was a

matter which the Federal Reserve Bank had under considerati
on and was

taking steps to correct. An extensive construction program had been

completed at the branch offices and management was now tu
rning its

attention toward a similar program for the Head Office.

Thereupon the meeting adjourned.

Secretary's Notes: Advice was received from the

Federal Reserve Banks of San Francisco and New York

on November 5 and November 6, 1958, respectively,
that the directors of those Banks had established,

subject to the approval by the Board of Governors,

rates of 2-1/2 per cent on discounts and advances

under sections 13 and 13a of the Federal Reserve

Act; 3 per cent on advances to member banks under

section 10(b); 4 per cent on advances under the

last paragraph of section 13; and other rates in the

Banks' existing schedules without change. Pursuant

to the authority given by the Board on October 27,

1958, the Secretary advised the San Francisco and

New York Banks by telegramof approval of these

rates, effective November 6 and 7, respectively.

All Federal Reserve Banks and branches were notifie
d

of these actions by telegrams, a press statement

was issued in the usual form on each action, and

arrangements were made for publication of notices

in the Federal Register.
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Pursuant to the recommendation contained in

a memorandum dated November 5, 1958, from Mr.

Kelleher, Director, Division of Administrative

Services, Governor Shepardson today approved 

on behalf of the Board the appointment of

Lillian E. Hughes as Clerk-Typist in that

Division, with basic annual salary at the

rate of 0,685, effective the date she assumes

her duties.

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. J. A. Erickson, President,
Federal Reserve Bank of Boston,
Boston 6, Massachusetts.

Dear Mr. Erickson:

Item No. 1
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE •OARD

November 7, 1958

This refers to Mr. Gilbody's letter of October 27, 1958,

regarding a deficient reserve penalty of $72.40 incurred by the

Rutland County National Bank, Rutland, Vermont, during the semi-

monthly period ended February 15, 1958, which was inadvertently

waived by your Bank, as noted in the course of the current

examination of your Bank.

In order that there may be no question in the future as

to the action taken, the Board ratifies the waiving of the penalty

by your Bank.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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3230

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

The First National City Bank of New York,
55 Wall Street,
New York, New York.

Gentlemen:

Item No. 2
11/7/58

ADDRESS OFFICIAL CORRESPONDE,NCE

TO THE BOARD

November 7, 1958

The Board of Governors of the Federal Reserve System
authorizes The First National City Bank of New York, New York,
New York, pursuant to the provisions of Section 25 of the Federal
Reserve Act, to establish an additional branch in Singapore,
Colony of Singapore, to be located in the Shaw Building, Orchard
Road, Singapore, and to operate and maintain such branch subject
to the provisions of such Section; upon condition that, unless
the branch is actually establithed and opened for business on or
before May 1, 1959, all rights granted hereby shall be deemed to
have been abandoned and the authority hereby granted shall auto-
matically terminate on such date.

It is understood the operation contemplated is that of
an office or facility with activities limited to current and
savings accounts, demand drafts, payrolls and similar services.
It is further understood that if and when expansion of the activ-
ities to full-scale branch operation is warranted further permission
Of the Board of Governors will be obtained prior to any material
change in operation.

Please advise the Board of Governors in writing, through
the Federal Reserve Bank of New York, when the branch is estab-

lished and opened for business. It is understood that no change
will be made in the location of such branch without the prior ap-

Proval of the Board of Governors.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

Mr. Bruno Wolfe,
Wolfe and Company,
72 Wall Street,
New York 5, New York.

Dear Mr. Wolfe;

WASHINGTON 25. D. C.

Item No. 3
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE B OAR D

November 7, 1958

Thank you for your letter of October 16 and its suggestions

regarding the regulation of margin requirements. The Board's special-

ists in this area are constantly studying the matters to which you re-

fer with a view to assessing the problem that is presented.

You are aware, I am sure, of the review accorded all com-

mercial bank lending activities through the bank examination function

exercised by the Federal Reserve System, the Comptroller of the Cur-

rency, and the Federal Deposit Insurance Corporation. You are also

aware, I am sure, of Amendment No. 12 to Regulation U which stipulates

that bank loans for the purpose of purchasing or carrying securities

issued by "open-end" investment companies whose assets customarily

include stocks registered on a national securities exchange are sub-

ject to the same regulation as loans for purchasing or carrying reg-

istered stocks.

Loans secured by registered stocks, but not for the pur-

Pose of purchasing or carrying registered stocks or for the purpose
Of reducing debt incurred to purchase such stocks, are not subject
to the margin requirements of Regulation U. However, in view of
the general nature and operations of an open-end investment company

that customarily purchases stocks registered on a national securities

exchange, any loan by a bank to such a company should be presumed

to be subject to Regulation U as a loan for the purpose of purchas-

ing or carrying registered stocks. This would not be altered by the

fact that the open-end company had used, or proposed to use, its own

funds or proceeds of the loan to redeem some of its own shares, since

mere application of the proceeds of a loan to some other use cannot

Prevent the ultimate purpose of a loan from being that of purchasing
or carrying registered stocks.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Fairfax County National Bank,
Falls Church, Virginia.

Gentlemen:

Item No. 4
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 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 contra-
vention of State 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 .capacity in which State banks, trust companies, or other
corporations which come into competition with national banks are
permitted to act under the laws of the State of Virginia, 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 System.

A formal certificate indicating the fiduciary powers
which Fairfax County National Bank is now authorized to exercise
will be forwarded to you in due course.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
ur THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Lake City Bank,
Warsaw, Indiana.

Gentlemen:

Item No. 5
11/7/58

ADDRESS orriciAL CORRESPONDENCE
TO THE HOARD

November 7, 1958

Pursuant to your request submitted through the Federal Reserve
Bank of Chicago, the Board of Governors of the Federal Reserve System
approves, under the provisions of Section 24A of the Federal Reserve Act,
an investment by Lake City Bank of not to exceed 4400,000 in a new bank
building to be constructed by a wholly-owned affiliate, under a plan
Which provides that the bank will furnish $200,000 capital for the
affiliate and that the balance of the cost of the building not exceeding
$200,000 will be obtained through a mortgage to outside sources.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Ypsilanti Savings Bank,
Ypsilanti, Michigan.

Gentlemen:

Item No. 6
11/7/58

ADDRESS OFFICIAL CORRESPONDE

TO THE HOARD

November 7, 1958

Pursuant to your request submitted through the Federal
Reserve Rank of Chicago, the Board of Governors of the Federal
Reserve System approves the establishment of a branch on the south
side of East Michigan Avenue, near Harris Road, in Ypsilanti Town-
ship, Washtenaw County, Michipan, by Ypsilanti Savings Bank,
Ypsilanti, Michigan, provided the branch is established within
nine months from the date of this letter and approval of the
State authorities is in effect as of the date of the establish-
ment of the branch.

Very truly yours,

(Signed) Merritt Sherman .

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. 0. C.

Board of Directors,
The Farmers and Merchants State Bank,
Colby, Kansas.

Gentlemen:

Item Noo 7
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

This refers to your request for permission, under
applicable provisions of your condition of membership numbered
1, to exercise limited fiduciary powers.

Following consideration of the information submitted,
the Board of Governors of the Federal Reserve System grants
permission to The Farmers and Merchants State Bank to act as
executor, administrator, guardian, and trustee of the profit
sharing plan to be established by The Farmers and Merchants
State Bank for the benefit of its employees, with the under-
standing that it will not accept any other fiduciary appoint-
ments without first obtaining the permission of the Board.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

,4 \pCX
FEDERAL RESERVE SYSTEM

a
aoie

WASHINGTON 25. D. C.

Board of Directors,
First State Bank of Idabel,
Idabel, Oklahoma.

Gentlemen:

Item No. 8
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

The Board of Governors of the Federal Reserve System ap-

Proves the application of First State Bank of Idabel, Idabel, Oklahoma,

for stock in the Federal Reserve Bank of Dallas, subject to the num-

bered conditions hereinafter set forth:

1. Such bank at all times shall conduct its business and

exercise its powers with due regard to the safety of

its depositors, and, exccpt with the permission of

the Board of Governors of the Federal Reserve System,

such bank shall not cause or permit any change to be

made in the general character of its business or in

the scope of the corporate powers exercised by it at

the time of admission to membership.

2. The net capital and surplus funds of such bank shall

be adequate in relation to the character and condition

of its assets and to its deposit liabilities and other

corporate responsibilities.

In connection with the foregoing conditions of membership,

Particular attention is called to the provisions of the Board's

Regulation Hp as amended effective September 1, 1952, regarding mem-

bership of State banking institutions in the Federal Reserve System,

wIth especial reference to Section 7 thereof. A copy of the regula-

tion is enclosed.

If at any time a change in or amendment to the bank's charter
iS made, the bank should advise t)le Federal Reserve Rank, furnishing
copies of any documents involved, in order that it may be determined

whether such chanFe affects in any way the bank's status as a member

of the Federal Reserve ystem.
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

F-isrst ;tat-,e lank of Wahel

Ae(teptNnce of the conuiLionvi of oevibershlp contained in
this letter should be evidenced by a resolutLon ado)ted by the Board
of Directors and sproa(1 upon its minutes, and a certified copy of
such resolution should be filed oith the lePderal Iteserve Rank. Ar-
ran!cments will thereupon be made to accet )ayment, for an appro-
priate amount of Federal i),eserve flank stock, to accept the de9osit
Of the required reserve balance, and to issue the ap-wopriate amount
Of Federal ,eserve Bank stock to the bank.

The time within which admission to membership in the Federal
Reserve System in the manner described may be accomplished is limited
to 30 days from the date of this letter, unless the bank applies to
the Board and obtains an extension of time. ;filen the Board is ad-
vised that all (A' the requirements have been complied with and that
the appropriate amount of 2ederal deserve Bank stock has been issued
to the bank, the Board will forward to the bank a formal certificate
of membership in the Federal deserv System.

The Board of kiovPrnors sincerely hopes that you will find
membership in the System berieficia and your relations with -the Reserve
sank plPasant. The officers of the ieederal leserve Bank will be glad
to assist you in establishing your relationships with the Federal
Reserve System and at any time to discuss with representatives of ycnr
uank means for making the services of the System most useful to you.

Very truly yours,

(Signed) Merritt Sherman

Merritt :lherman,
Secretary.

Pziclosure
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

hr. S. F. Ramsey, President,
The Brooks Field National Bank of Can Antonio,
San Antonio, Texas.

Dear Mr. Ramsey:

Item No, 9
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

Pursuant to yr,ur October 10 request subwitted through
the Federal Reserve Bank of Dallas, the Board of Governors,
actin under the provisions of Section 19 of the Federal Reserve
Act, grants permission to your bank to maintain the same reserves
against deposits as are required to be maintained by banks
located outside of central reserve and reserve cities, effective
as of the date of its opening. for business. '

Your attention is called to the fact that such per-
mission is—subject to revocation by the Board of Governors of
the Federal Reserve System.

Very truly yours.,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
CIF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
State Bank of Wilbur,
Wilbur, Washington.

Gentlemen:

Item No. 10
11/7/58

ADDRESS OFFICIAL CORRESPONOENCE

TO THE BOARD

November 7, 1958

Pursuant to your request submitted through the

Federal Reserve Bank of San Francisco, the Board of Governors

of the Federal Reserve System approves, under the provisions

of Section 24A of the Federal Reserve Act, an additional

investment in bank premises in the amount of $13,061.94 by

State Bank of Wilbur, Wilbur, Washington. This is in

addition to the $80,000 which was approved by the Board on

April 4, 1957, for the purpose of constructing a new bank
building.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, O. C.

Comptroller of the Currency,
Treasury Department,
Washington 251 D. C.

Attention Mr. Hollis S. Haggard,
Chief National Bank Examiner.

Dear Mr. Comptroller:

Item No. 11
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

Reference is made to a letter from your office dated
August 18, 1958, enclosing copies of an application to organize ,
a national bank at Bethesda, Maryland, and requesting a recom-
mendation as to -whether or not the application should be approved.

Information contained in a report of investigation of
the application made by an examiner for the Federal Reserve Bank
Of Richmond indicates that the proposed capital structure of the
bank would be adequate and that the proposed Executive Officer
would be qualified to administer the affairs of the bank. How-
ever, it is reported that the prospects for profitable operations
Of the institution are not very favorable and that it is question-.
able whether the organizers are men of sufficient prominence or
Xafluence in the community to attract a reasonable volume of busi-
lless. From the information available there does not appear tote
4 sufficient need for the bank in the area at this time. In view
of the unfavorable factors in this situation, the Board of Gov-
ernors does not feel justified in recommending approval of the
application.

The Board's Division of Examinations will be glad to
diecuss any aspects of this case with representatives of your

Office if you so desire.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Comptroller of the Currency,
Treasury Department,
Washington 25, D. C.

Attention Mr. Hollis S. Haggard,
Chief National Bank Examiner.

Dear Mr. Comptroller:

Item Uo. 12
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

Reference is made to a letter from your office dated
August 18, 1958, enclosing photostatic copies of an application
to organize a national bank at Point Pleasant, West Virginia,
and requesting a recommendation as to whether or not the appli-
cation should be approved.

A report of investigation of the application 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 anticipated volume of business and that the
bank might expect to realize nominal profits after two years of
Operation. However, it is reported that the proposed management
of the bank is lacking in the qualifications necessary to super-
vise the affairs of the institution and that the establishment
of a new bank would have an adverse effect upon the present in-
stitution. Consideration has been given to the desirability of
Providing commercial banking competition in the immediate area .
but, since there appears to be a lack of sufficient need for
another bank at this time and in the light of the unfavorable
management situation, the Board of Governors does not feel jus-
tified 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.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. William J. Korsvik,
Assistant Secretary,
Federal Advisory Council,
c/o The First National Bank
of Chicago,

P.O. Box A,
Chicago 90, Illinois.

Dear Mr. Korevik:

Item No. 13
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 10, 1958

The Board would appreciate having the following topics placed
on the agenda for discussion by the Federal Advisory Council at its

meeting on November 17, 1958, and at the joint meeting of the Council

and the Board on November 18.

1. What are the views of the Council regarding the business

situation during the remainder of this year and approximately

the first six months of 1959? Comments on the current psychology

of the business community and of the general public, and on the

probable effects of their attitudes on plans for capital expendi-

tures and on actual consumer expenditures during this period,

will be appreciated.

2. What is the prospective demand for bank loans during the

remainder of this year and during approximately the first half

of 1959?

3. Does the Council have comments on the appropriateness

of current credit policies?

b. The Board has been asked to consider a change in the

provisions of section 3(d) of Regulation Q that would bring

about a uniform grace period of 10 calendar days for computa-

tion of interest on savings deposits received during any month.

The reasons advanced in the request presented to the Board are

indicated in the attached letter sent to the Federal Reserve

Banks for comment on October 28, 1958. The Board would welcome

the views of the members of the Council on this proposal.

Very truly yours,

(Signed) Merritt Sherman

Merritt aerman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

AIR MAIL

Mr. Carl R. Pohlad, President,
Bank Shares Incorporated,
Minneapolis 2, Minnesota.

Dear Mr. Pohlad:

Item No. i-
11/7/58

ADDFiESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

This refers to the application of Bank Shares

Incorporated, pursuant to section 4(a) of the Bank Holding

Company Act of 1956, for an extension from November 10, 1958

to May 9, 1959 of the period -within which it may retain owner—

ship of voting shares of the following nonbanking organiza—

tions:

Chicago Lake Agency, Incorporated,
Columbia Heights Agency, Incorporated,
Marquette Insurance Agency, Incorporated, and

University National Agency, Incorporated.

In view of the status of your Corporation's request

pursuant to section 4(c)(6) of the Act with respect to the

above—mentioned companies, the Board has granted, in accord—

ance with the provisions of section 4(a) of the Act, an

extension to May 9, 1959.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherwan,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

AIR MAIL

Mr. R. O. Bishop, Vice President,
Otto Bremer Company,
419 Robert Street,
St. Paul 1, Minnesota.

Dear Mr. Bishop:

Item No. 15

11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

This refers to Otto Bremer Company's application

pursuant to section 4(a) of the Bank Holding Company Act of

1956, for an extension of time from November 9, 1958 to May 8,

1959 of the period within which it may retain ownership of
voting shares of the following nonbanking organizations:

Citizens Agency, Inc., Brainerd, Minnesota,

Western State Agency, Inc., Marshall, Minnesota,

New England Insurance Agency, New England,

North Dakota,
Drovers Exchange Agency & Realty, Inc.,

South St. Paul, Minnesota,
Willmar Investment Co., Willmar, Minnesota.

In view of the status of your Company's request pur—

suant to section 4(c)(6) of the Act with respect to the above-'
mentioned companies, the Board has granted, in accordance with

the provisions of section 4(a) of the Act, an extension to

May 8, 1959.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. Edwin T. Holland, President,
The First Virginia Corporation,
2926 Columbia Pike,
Arlington, Virginia.

Item No. 16
11/7/58

ADDRESS orrsciAL CORRESPONDENCE
TO THE BOARD

November 7) 1958

Dear Mr. Holland:

This refers to The First Virginia Corporation's

application for an extension to March 30, 1959, of the

time within which it must comply with the requirements of

section 4(a)(2) of the Bank Holding Company Act of 1956.

In accordance with the provisions of section 4(a)

of the Act, the Board has granted the requested extension.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Charles W. Ruble, President,

Montana Shares, Inc.,
Citizens Bank Building,
Havre, Montana.

Dear Mr. Ruble:

Item No. 17
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

Reference is made to Mr. Fred J. Weber's letter

dated October 18, 1958, with which there was enclosed an appli—

cation for an extension for six months to May 9, 1959, of the

period within which Montana Shares, Inc., Havre, Montana, must

comply with the provisions of section 4(a)(2) of the Bank Hold—

ing Company Act of 1956.

In accordance with the provisions of section 4(a) of

the Act, the Board has granted an extension to May 9, 1959.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. R. O. Bishop, Vice President,
Otto Bremer Company,
419 Robert Street,
St. Paul 1, Minnesota.

Dear Mr. Bishop:

24

Item No. 18
11/7/58

ADORESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

This refers to Otto Bremer Company's request pursuant
to section 4(a) of the Bank Holding Company Act of 1956, for an
extension of time from November 9, 1958 to May 81 1959, within
Which it may retain ownership of the Sauluaugh Corporation,
Mankato, Minnesota.

In accordance with the provisions of section 4(a) of
the Act, an extension to May 8, 1959 is granted to Otto Bremer
Company for retention by it of shares of Saulpaugh Corporation.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. H. G. McConnell, Vice President,
Federal Reserve Bank of Minneapolis,
Minneapolis 2, Minnesota.

Dear Mr. McConnell:

Item No. 19
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE EioAsio

November 7, 1958

This refers to the request of Otto Bremer Company ("Bremer")

for an interpretation by the Board that section 4(c)(1) of the Bank

Holding Company Act exempts the company's ownership of shares of

Williston Realty Company, Williston, North Dakota, and Saulpaugh

Corporation ("Saulpaugh"), Mankato, Minnesota, from the divestment

requirements of section 4(a) of the Act. This request relates to

that portion of section 4(c)(1) which exempts from the prohibition

of section 4(a)

"shares owned or acquired by a bank holding company

in any company engaged solely in holding or operating

properties used wholly or substantially by any bank

with respect to which it is a bank holding company

in its operations or acquired for such future use".

This also refers to the request of Bremer for an extension from

November 9, 1958 to May 8, 1959 of the time within which it may

retain ownership of voting shares of the above-mentioned nonbanking

subsidiaries.

With respect to ownership by Bremer of shares of Williston

Realty Company, it is understood that American State Bank of Williston,

a subsidiary of Bremer, presently occupies most of the space of a

building owned by Williston Realty Company; that the realty company

Is owned by Bremer and other shareholders of the bank; that the bank's

occupancy of the building is pursuant to a twenty-year lease with the

realty company of the entire property, at the expiration of which

lease title to the bank building becomes vested in the bank without

further payment. It is further understood that space in the bank

building not presently occupied by American State Bank of Williston

is eub-leased by the bank to other tenants; that the percentage of

total rent paid by American State Bank to the realty company is
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89.87 per cent; that the realty company is engaged in no business

except that of holding the building which is occupied by American

State Bank of Williston and its sub-lessees.

On the basis of this information, it appears to the Board

that the realty company is engaged solely in holding or operating

property used substantially by the subsidiary bank; and therefore,

the provisions of section 4(c)(1) of the Bank Holding Company Act are

applicable to the ownership by Bremer of shares of Williston Realty

Company.

Accordingly, it is not necessary to consider the request

of Bremer for a further extension of time to hold shares of Williston

Realty Company.

With respect to ownership by Bremer of shares of Saulpaugh

Corporation)  Mankato, Minnesota, the Board understands that the

national Bank ofin mankato, a subsidiary of Bremer, presently

has its banking quarters in the Saulpaugh Building which is owned by

Saulpaugh; that Saulpaugh is owned by Bremer and other stockholders of

the bank; that the only other tenant in the Saulpaugh Building is the

Arthur Roberts Hotel; that the percentage of rent paid by the bank

and the hotel has been approximately 40.88 per cent and 59.12 per cent,

respectively. It is further understood that on the basis of Saulpaugh's

financial statement as of Decelaber 31, 1957, and supplemental informa-

tion obtained by your office, Saulpaugh from time to time purchases

through brokers stock for investment and speculative purposes; that

the value of the 14 blocks of stocks it held on December 31, 1957

represented over one-tenth of the total assets of Saulpaugh; that

Saulpaugh also awns notes receivable amounting to about 8 per cent of

its assets.

Assuming that the rental paid by National Bank of Commerce

In Mankato is in proportion to the actual use by it of the Saulpaugh

Building, it appears to the Board that the building is used "sub-

stantially" by the bank. However, there is some question as to

whether Saulpaugh is engaged solely in holding or operating property

used substantially by the bank. The question arises as to whether

the above-mentioned investment by Saulpaugh is a necessary incident

to its operation of the building for the use of the bank. Before

issuing an interpretation in this matter, therefore, it is believed

that Bremer should be given an opportunity, if it wishes, to present

any arguments to the effect that ownership of the above-mentioned stocks

and notes receivable does not disqualify Saulpaugh from exemption under

4(c)(1) of the Act.
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If, as appears probable, continued oanership of the stocks
and notes referred to would exclude Saulpaugh from the scope of the
section 4(c)(1) exemption, Bremer may wish to have Saulpaugh cease to
hold those assets. This could be effected either by disposing of such
assets outside the Bremer system, or by transferring such assets to
Bremer to the extent that would be permissible under the 5 per cent
limitations prescribed in the first part of section 4(o)(5) of the Act.

It should also be pointed out to Bremer that section 4(6(4)
of the Act exempts from the divestment requirements of section 4 "shares
which are of the kinds and amounts eligible for investment by National
banking associations under the provisions of section 5136 of the Revised
Statutes". The Board has expressed the opinion that, by virtue of this
provision, shares held or acquired in accordance with section 24A of
the Federal Reserve Act are exempt from the prohibitions of section 4
of the Holding Company Act. Accordingly, if the shares of Saulpaugh
would be eligible for investment by a national bank under the law,
the ownership of such shares by a holding company -would be exempt
from section 4 of the Act. Since the Comptroller of the Currency has
Primary jurisdiction with respect to determining whether a given invest-
ment by a national bank is permissible under the law, it is suggested
that Bremer may want to request an opinion from the Comptroller as
to the eligibility of shares of Saulpaugh for investment by a national
bank.,

In the circumstances, pursuant to section 4(a) of the Act,
the Board is granting the request of Bremer for an extension from
November 91 1958 to May 8, 1959 of the time within which it may retain
cunership of voting shares of Saulpaugh, and a letter to Bremer, grant-
ing such extension, is enclosed for transmittal to that company.

It will be appreciated if you will also transmit to Otto
Bremer Company the substance of this letter.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

Enclosure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Orth I. Damns,
Vice President and Secretary-Treasurer,
Wisconsin Bankshares Corporation,
Milwaukee, Wisconsin.

Dear Mr. Dains:

Item No. 20
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

This refers to the request of Wisconsin Bankshares

Corporation pursuant to section 4(a) of the Bank Holding

Company Act of 19561 for an extension of time with respect to

shares of First Wisconsin Company, Milwaukee, Wisconsin, and

shares of First Central Company, Madison, Wisconsin.

In accordance with the provisions of section 4(a)
of the Act an extension of time from November 9, 1958 to
May 81 1959 is granted to Wisconsin Bankshares Corporation
with respect to shares of First Wisconsin Company and shares
of First Central Company.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

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

Dear Mr. Diercks:

Item No. 21
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

This refers to the request of Wisconsin Bankshares Corpora-

tion (0Banksharesu) for interpretations by the Board that:

(1) section 4(c)(1) of the Bank Holding Company Act exempts

from the divestment requirements Bankshares' ownership of shares of

First Wisconsin Company (Milwaukee, Wisconsin), First Wisconsin

Mortgage Company (Milwaukee), and Wisconsin Equities, Inc. (Milwaukee);

(2) section 4(c)(4) of the Act exempts the shares of First

Central Company (Madison, Wisconsin); and

(3) section 2(h) of the Act excludes from the definition of

company n First Wisconsin Foundation, Inc. (Milwaukee).

This also refers to the request by Bankshares for an extension of time

with respect to shares of the first four nonbanking organizations men-

tioned above.

(1) With respect to ownership by Bankshares of First Wisconsin

zmaal it is understood that first Wisconsin Company, a nonbanking
subsidiary of Bankshares, engages in writing comprehensive automobile

insurance (fire, theft and collision) which is sold only to customers

of First Wisconsin National Bank of Milwaukee, a subsidiary of Bank-

shares, in connection with the bank's retail installment loans; that

when payment is made of a loan secured by a lien on a motor vehicle,

renewal policies are not issued by First Wisconsin Company; that First

Wisconsin Company receives the usual agency commissions on all compre-

hensive automobile insurance written for customers of the bank.

It is also understood that First Wisconsin Company writes

credit life insurance for the benefit of First Wisconsin National Bank

and its installment-loan customers; that each insured debtor is covered
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for an amount equal to the unpaid balance of his note to the bank, not
to exceed $5,000; that as the note is reduced by regular monthly pay-
ments, the amount of insurance is correspondingly reduced so that at
all times the debtor is insured for the unpaid balance of his note;
that each insurance contract provides for payment in full of the entire
loan balance upon the death or permanent disability of the insured
borrower; that this credit life insurance is written only at the
request of, and solely for, the bank's borrowing customers. It is
further understood that First Wisconsin Company engages in no other
activity.

As indicated in the Board's opinion published in the 1958
Federal Reserve Bul3etin, page 431, the term "services", while some-
times used in a broad and general sense, appears to be somewhat more
limited in its application in section 4(0(1) of the Bank Holding
Company Act. Unlike an early version of the Senate bill (S. 2577,
before amendment), the Act as finally enacted does not expressly men-
tion any type of servicing activity for exemption. The legislative
history of the Act, however, as indicated in the relevant portion of
the report of the Senate Banking and Currency Committee on amended
S. 2577 (84th Cong., 2d Sess., Senate Report 1095, Part 2, P. 3)
makes it evident that Congress had in mind the exemption of services
comparable to the types of activities mentioned expressly in the
early Senate bill ("auditing, appraising, investment counseling")
and in the Committee Report on the later bill ("advertising, public
relations, developing new business, organization, operations, pre-
paring tax returns, personnel, and many others"). Furthermore, this
Committee Report expressly stated that the provision of section 4(c)(1)
with respect to "furnishing services to or performing services for"
was not intended to supplant the exemption contained under sec-
tion 4(c)(6) of the Act.

The only activity of First Wisconsin Company--that is, writing
comprehensive automobile insurance and credit life insurance--appears
to involve an insurance relationship between it and a banking subsidiary
of Wisconsin Bankshares which the legislative history clearly indicates
does not come within the meaning of the phrase "furnishing services to
or performing services for" a bank holding company or its banking sub-
sidiaries.

Accordingly, it is the Board's view that First Wisconsin
Company could not be regarded as qualifying as a company engaged
"solely in the business of furnishing services to or performing
services for" Bankshares or banks with respect to which the latter
is a bank holding company.

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



EMAIRD OF LMVERNORS OF THE FEDERAL RESERVE SYSTEM

Mr. la. R. Diercks

In the circumstances, pursuant to section 4(a) of the Act
the Board is granting the request of Bankshares for an extension from
November 9, 1958 to May 8, 1959 of the time within which it may retain
ownership of voting shares of First Wisconsin Company, and a letter to
Bankshares, granting such extension, is enclosed for transmittal to
that corporation.

(2) With respect to ownership by Bankshares of First
Aisconsin Mortgage Company and -wisconsin Equities, Inc., it is under-
stood that neither of these companies engages in any activity at the
Present time; that these corporate shells are being retained to pre-
serve the right of Bankshares to their corporate names in order to
avoid possible use by other persons which would result in incorrectly
identifying them with the Bankshares group. It is further understood
that it is expected that they will be used in the future for the pur-
pose of liquidating assets acquired from Bankshares or from its banking
subsidiaries; and that Wisconsin Equities, Inc. has been used for
liquidating purposes in past years.

Section 4(c)(1) provides for the exemption from the divest-
ment requirements of the Act of all the shares of any company engaged
"in liquidating assets acquired from such bank holding company and such
banks". On the basis of the information submitted, it appears that the
business of First Wisconsin Mortgage Co. and Wisconsin Equities, Inc.
Will be the liquidation of assets acquired from Bankshares and its sub-
sidiary banks. While it could be argued that the language of sec-
tion 4(c)(1) contemplates shares of a company actually engaged in
liquidation or holding for liquidation assets of the bank holding com-
pany or its banking subsidiaries, it would, in the Board's opinion,
lead to an absurd result to hold that the exemption does not apply
Where the company is not presently so engaged. Accordingly, it is
the opinion of the Board that the provisions of section 4(c)(1) of
the Act are applicable to the ownership by Bankshares of shares of
First Wisconsin Mortgage Co. and Wisconsin Equities, Inc.

The Board's view, as herein stated, is based on its under-
standing of the present and future nature of the activities of First
disconsin Mortgage Co. and Wisconsin Equities, Inc. and, of course,
might not apply if the future activities should not be limited to the
liquidating of assets acquired from Bankshares and its subsidiary banks.

Accordingly, it is not necessary to consider the request of
Bankshares for a further extension of time to hold shares of these two
organizations.
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(3) with respect to the shares of First Central Company, it

is understood that, except for directors' qualifying shares, all out-

standing stock of First Central is held by trustees for benefit of

stockholders of First National Bank of Madison (Madison, Wisconsin),

a banking subsidiary of Bankshares.

It is further understood that First Central owns the land,

the building and the banking equipment used by a branch of the First

National Bank of Madison, together with a parcel of land acquired for

an adjacent parking lot.

As you know, section 4(c)(4) of the Act exempts from the

divestment requirements of the Act "shares which are of the kinds and

amounts eligible for investment by National banking associations under

the provisions of section 5136 of the Revised Statutes". The Board

has expressed the opinion that by virtue of this provision, shares
held or acquired in accordance with section 211A of the Federal Reserve

Act are exempt from the provisions of section 4(a) of the Holding

Company Act. Assuming that investment by a national bank in shares

of First Central Company would be permissible under section 24A of

the Federal Reserve Act, it is the Board's opinion that such shares

would come within the purview of the exemption of section 4(c)<4).
Bankshares may wish to confirm its view as to the applicability of

section 4(c)(4) to First Central Company, with the Comptroller of

the Currency who has primary jurisdiction with respect to determining

whether a given investment by u national bank is permissible under

the law.

In the circumstances, pursuant to section 4(a) of the Act,

the Board is granting the request of Bankshares of an extension to

May 8: 1959 of the time within which shares of First Central Company

may be held by trustees for the benefit of shareholders of First

National Bank of Madison. The letter to Bankshares, referred to

above, grants such extension.

(4) With respect to First Wisconsin Foundation, Inc., it is

understood that this organization is a non-stock, non-profit, charitable

organization organized under the laws of the State of Wisconsin; that

its tax-exempt status has been confirmed by the United States Internal

Revenue Service and by the Wisconsin Department of Taxation.

It is further understood that First Wisconsin Foundation is

not a subsidiary of Bankshares or of any of its subsidiaries; that the

boards of directors of First 'Wisconsin Foundation and First Wisconsin

National Bank of Milwaukee, one of Bankshares' banking subsidiaries,

are identical; that this interlocking directorship is in accord with

the Comptroller of the Currency's regulations pertaining to the estab-

lishment by a national bank of a charitable foundation.
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On the basis of the foregoing, it is the opinion of the
Board that First Wisconsin Foundation, Inc. is a foundation organized
and operated exclusively for charitable purposes, within the purview
of the exclusionary language of section 2(b) of the Act relating to
the definition of "company". Accordingly, it is the view of the

Board that First Wisconsin Foundation, Inc. is not subject to the
provisions of the Act.

It will be appreciated if you will transmit to Wisconsin
Bankshares Corporation the substance of this letter.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

Enclosure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Comptroller of the Currency,
Treasury Department,
Washington 25, D. C.

Item No. 22
11/7/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 7, 1958

Attention Mr. W. M. Taylor,
Deputy Comptroller of the Currency.

Dear Mr. Comptroller:

Reference is made to a letter from your office dated
May 1, 1.958, enclosing copies of an application to organize a
tational bank in Kansas City, Missouri, signed by Mr. Henry H.
Edmiston and associates, and requesting a recommendation as to
whether or not the application should be approved.

A report of investigation of the application made by
an examiner for the Federal Reserve Bank of Kansas City indicates
that the applicants plan to provide a capital structure of
$500,000 for the bank instead of $275,000 shorn in the applica-
tion. This revised amount of capital is regarded as adequate.The prospects for profitable operations of the bank are only
fair, and while definite arrangements have not been made for a
managing officer our informant is satisfied that the incorpora-
tors would select satisfactory management. However, on the basis
Of information available, there does not appear to be sufficient
need for the bank in the area at this time and, accordingly, the
Board of Governors does not feel justified in recommending ap- '

of the application.

The Board's Division of Examinations will be glad to
discuss any aspects of this case with representatives of your
°trice if you so desire.

Very truly yours,

(Signed) Merrit Sherman

Merritt Sherman,
Secretary.
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