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Minutes for April 8, 1959.

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the

Board of Governors of the Federal Reserve System on

the above date.

It is not proposed to include a statement

with respect to any of the entries in this set of

minutes in the record of policy actions required to

be maintained pursuant to section 10 of the Federal

Reserve Act.

Should you have any question with regard

to the minutes, it will be appreciated if you will

advise the Secretary's Office. Otherwise, if you
were present at the meeting, please initial in
column A below to indicate that you approve the

minutes. If you were not present, please initial

in column B below to indicate that you have seen

the minutes.

Chin. Martin

Gov. Szymezak

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

Gov. King

.4e41-
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Minutes of the Board of Governors of the Federal Reserve System

on Wednesday, April 8, 1959. The Board met in the Board Room at 10:00 a.m.

Reserve

PRESENT: Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills
Mr. Robertson 1/

Mr. Shepardson
Mr. King

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Thomas, Economic Adviser to the Board

Mr. Hackley, General Counsel

Mr. Farrell, Director, Division of Bank

Operations
Mr. Molony, Special Assistant to the Board

Mr. Noyes, Adviser, Division of Research

and Statistics

Mr. Furth, Associate Adviser, Division of

International Finance

Mr. Hostrup, Assistant Director, Division

of Examinations

Mr. Nelson, Assistant Director, Division

of Examinations

Mr. Goodman, Assistant Director, Division

of Examinations
Mr. Hill, Assistant to the Secretary

Discount rates. The establishment without change by the Federal

Bank of Boston on April 6, 1959, of the rates on discounts and

advances in its existing schedule was approved unanimously, with the

Understanding that appropriate advice would be sent to that Bank.

Items circulated or distributed to the Board. The following

items, which had been circulated or distributed to the Board and copies

c)f Which are attached to these minutes under the respective item numbers

indicated, were approved unanimously:

1/ Withdrew from meeting at point indicated in minutes.
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Letter to the Chemical Corn Exchange Bank, New
York City, approving the establishment of a
branch at Third Avenue and 41st Street. (For
transmittal through the Federal Reserve Bank
of New York)

Letter to The Hanover Bank, New York City,
granting an extension of time within which
to establish a branch at 401 Madison Avenue.
(For transmittal through the Federal Reserve
Bank of New York)

Letter to The Peoples Bank and Trust Company,
LaYton, Ohio, approving the establishment of
a branch in Kettering. (For transmittal through
the Federal Reserve Bank of Cleveland)

Letter to The Vandalia State Bank, Vandalia, Ohio,
approving the establishment of a branch in Harrison
T"nship. (For transmittal through the Federal
Reserve Bank of Cleveland)

Letter to the Seguin State Bank & Trust Company,
.eguih, Texas, approving an additional investment
111 bank premises. (For transmittal through the
Federal Reserve Bank of Dallas)

Letter to the Chairman of the House Committee on
Government Operations regarding hills H.R. 5503,

and 5656, to amend the Employment Act of
9'6. (With a copy to the Bureau of the Budget)

Letter to Senator Javits regarding the use of banking

Institutions for the purpose of promoting foreignIlvestment. (Prepared in revised form pursuant
the understanding at the meeting on April 2, 1959)

Letter to Keystone Corporation, Kansas City, Missouri,

mIliel°aing a prior tax certification. (For trans-
al through the Federal Reserve Bank of Kansas

City)

e.rfIcTandum from Mr. Farrell regarding a request that

0,0staff member be designated as an associate member
c' the ad hoc subcommittee established to study the
ost of coin-wrapping service.

Item No.

1

2

3

4

5

6

7

8

9
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Messrs. Furth and Goodman then withdrew and Mr. Molony, Special

Assistant to the Board, entered the room.

Bergen County Clearing Bureau (Item No. 10). In a letter dated

March 20, 1959, the Board was advised that the Board of Directors of

the Federal Reserve Bank of New York had approved a proposal by the

Bergen County Rankers Association of Bergen County, New Jersey, for the

establishment of a check clearing bureau in that county. In a memorandum

'which had been distributed to the Board, Mr. Farrell stated that according

to a memorandum submitted with its letter the Reserve Bank was satisfied

that a real need existed for this facility and that its establishment

would be of benefit to the Reserve Bank and the general public in the

area as well as the participating banks and their depositors. The terms

and conditions under Which the Reserve Bank would share in the expenses

Of the clearing bureau were substantially the same as those governing

ite current arrangement with the Nassau County Clearing Bureau, except

that during the organization period no equipment would be loaned or

81/111)1ies furnished and personnel assistance would be limited to not

More than three supervisory employees for a period not to exceed six

111"tha- Following the organization of the clearing bureau, the Reserve

13ank contribution would be at the same rate as applicable to the Nassau

Count4" Bureau—two-thirds of operating expenses, such contribution not

to exceed
9 per thousand checks processed, exclusive of the cost of
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processing intrabank items. It was estimated that the Reserve Bank

would be relieved of processing approximately 33,000 items per day once

the clearing bureau began operations, and that the potential savings

to the Reserve Bank would be somewhat in excess of its contribution to

the bureau. The daily cost to the Reserve Bank for its share of the

bureau 's expenses would be about $291, as against a present daily cost

of about $305 for handling the items of Which it would be relieved.

In summarizing the memorandum, Mr. Farrell stated that two

PrinciPal questions were (1) whether it was appropriate for the Reserve

Banks to participate in clearing bureau arrangements to expedite check

clea ranee, and (2) whether such an arrangement should be predicated on

a saving to the Reserve Bank. In this particular case the arrangement

14ou1d result in a saving to the Bank, at least at the present time.

However, the saving was not as large as might appear on the surface

81nee the number of checks that would be diverted from the Reserve Bank

14a8 only about 33,000 per day, while the Reserve Bank would have to

absorb two-thirds of the expense of handling an estimated 48,000 items

at the clearing bureau.

Mr. Farrell noted that the Board had never taken a position

l'egarding the statement adopted by the Presidents' Conference in June

1955, Which was to the effect that the Reserve Banks should favor but

not negotiate the development of regional check clearing arrangements,
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that they should supply advice and technical assistance if requested,

that sponsorship and management of regional clearing arrangements should

be the responsibility of the participating banks, and that the extent

to which the Reserve Banks should contribute, if at all, to the operation

°f such arrangements must be determined by the Banks on the basis of

their appraisal of the advantages to be derived by them.

Governor Mills observed that this was the first tangible

Proposal of its kind to core before the Board since the Nassau County

Clearing Bureau was established. While that operation seemed to have

Proved 
acceptable and the memorandum from Mr. Farrell indicated that

it vas appropriate for the Board to clear the present proposal, he felt

that any such arrangement should be subjected to periodic review to

see whether it lived up to the promise of contributing to a more efficient

check 
collection system. In his view, anything the System could do

t° expedite the check collection process was consistent with its

l'tsPonsibilities under the statute. In a further comment, he brought

0Ut that in cities like New York the establishment of such a bureau

°I' bureaus would be of additional benefit to the Reserve Bank by easing

the 
Problem of recruiting personnel to come into the congested city

areas.

Governor Robertson also expressed a favorable reaction toward

the Proposed arrangement, provided it was recognized as an experiment.

Carried to a logical conclusion, he noted, the same principle might be
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extended to many clearinghouse situations throughout the country, and

he was not prepared at this time to say whether that would represent

a justifiable use of Federal Reserve funds. Accordingly, he suggested

that the Board agree to the current proposal but request the Division

of Bank Operations to make a thorough study over a period of two or

three years with a view to determining whether Reserve Bank participation

in arrangements of this kind was justifiable. Thus far, he did not

feel that sufficient information had been provided to ascertain whether

the arrangement with the Nassau County Bureau was a proper step. However,

if study should indicate the appropriateness of operations of this

character, it appeared that the program should be expanded. In any

event, he would like to have it made clear that the Bergen County pro-

posalshould be considered an experiment.

In this connection, it was pointed out that one of the provisions

Of the proposal was that the participation of the New York Bank could

be discontinued upon 30 days' notice after the six-month organization

Period. Nevertheless, it was felt that the letter to the Reserve Bank

regarding the proposal should include a statement calling for an annual

l'ePort to the Board on the operations of the clearing bureau and the

desirability of continuing the Bank's participation in it.

There followed discussion of the problems involved in attempting

--40ulate over a period of time the volume of checks handled by a

elering bureau that would otherwise go through the Reserve Bank and
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the comment was made that the operations should be reviewed more

critically as the margin narrowed between the cost of a clearing bureau

operation and the cost to the Reserve Bank of handling the same volume

Of checks itself.

Questions then were raised with respect to the extent of

surveillance by the New York Bank over the operations of the Nassau

County Clearing Bureau, including the degree of participation, if

anY, by the Bank in responsibility for determination of salaries and

Other expenditures.

When it developed that answers to these questions could not be

given from information now available in the Board's offices, the view

lias expressed that pertinent information should be on record.

With the understanding that the last paragraph would be expanded

to provide that the New York Reserve Bank would report to the Board

annually concerning the operations of the Bergen County Clearing Bureau

a d the desirability, of continuing the Bank's participation in it,

unanimous approval then was given to a letter to the Reserve Bank inter-

no objection to its entering into the proposed arrangement with

the 
Clearing Bureau. A copy of the letter sent pursuant to this action

is at as Item No. 10.

It was understood that there would be drafted for the Board's

conaideration a letter to the New York Reserve Bank requesting information

l'egsrding the extent of the Bank's surveillance over the operations of

the Nassau County Clearing Bureau.
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Mr. Riefler, Assistant to the Chairman, entered the room during

the foregoing discussion.

Federal Reserve districts (Item No. 11). There had been

distributed to the Board alternative drafts of reply to a joint letter

from Senators Magnuson and Jackson dated March 25, 1959, inquiring

about the Board's plans for a study to determine the need for an additional

Plederal Reserve district.

During discussion of the drafts, question was raised concerning

the progress of the staff study of district lines, and Mr. Farrell

reported that the Divisions of Bank Operations and Research and Statistics

had been discussing this matter pursuant to the Board's request of

December 9, 
1958, for the preparation of an outline of major value

Judgments that should be considered. Mr. Farrell also indicated that

sc3me tentative conclusions had been reached as to what the Board might

need in making decisions on problems in this area.

The request then was made that a further staff report be

Presented to the Board within approximately two weeks. Agreement was

ex-Pressed with a suggestion that the staff study include a list of

independent research organizations that might be used, if it seemed

desirable, to develop pertinent information for the Board's use.

Unanimous approval was given to a letter to Senator Magnuson

in the form attached as Item No. 11, with the understanding that a
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similar letter would be sent to Senator Jackson and also in reply to

a letter from Congressman Pelly of Washington dated March 31, 1959.

Messrs. Riefler, Thomas, Molony, and Farrell then withdrew.

Bank of Melbourne and Trust Company (Item No. 12). There had

been circulated to the Board a draft of letter to the Comptroller of

the Currency recommending favorably with respect to an application of

Bank of Melbourne and Trust Company, Melbourne, Florida, to convert

into a national bank, provided arrangements were made for capital and

management satisfactory to the Comptroller's Office. When the file

1/8t5 in circulation, Governor Mills attached a memorandum expressing

reservations regarding management, capital, and asset factors and

suggesting that the conversion should not be permitted until the bank's

abilitY to effect remedial action was demonstrated.

In reviewing the condition of the bank, Mr. Nelson noted that

its
capital structure was not too unsatisfactory if the reserve for

bad debts was taken into consideration and that earnings prospects were

favorable. The principal problem lay in the control of the bank by

members of the McNulty family and the estate of C. H. McNulty; the

estate was borrowing heavily from the First National Bank of Miami,

'where the subject bank kept large sums on deposit, and the loans were

secured primarily by stock of banks in the McNulty group.

It was then suggested that the letter to the Comptroller of

the Currency be phrased in terms of spelling out the favorable and
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unfavorable factors developed by the Federal Reserve Bank of Atlanta

and recommending denial of the application until corrective measures

with respect to the unfavorable factors had been taken. The sending

Of a letter along such lines was approved, Governor King not voting,

with the understanding that the Division of Examinations would advise

the Federal Reserve Bank of Atlanta as to the type of recommendation

being made.

Secretary's Note: Later in the day the Federal
Reserve Bank of Atlanta advised that it would
have no abjection to a recommendation phrased
in the manner outlined. The letter to the
Comptroller of the Currency of which a copy
is attached as Item No. 12 was then sent.

Governor Robertson withdrew from the meeting at this point.

All of the members of the staff also withdrew and the Board went into

executive session.

Aasignment of staff member. The Secretary was informed later

that during the executive session the Board, acting on the basis of a

tate Department request and information contained in a distributed

memorandum from Mr. Marget, Director of the Division of International

l'inellee, agreed to make Mr. Sammons, Associate Adviser in that Division,

able as an adviser to the United States delegation to a meeting

°f the Trade Committee of the Economic Commission for Latin America

t° be held in Panama May 11-14, 1959, with the understanding that

841m40/18 would be reimbursed by the Board on the basis of actual
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expenses. Before leaving the meeting) Governor Robertson had indicated

that he would concur in such action.

The meeting then adjourned.

Secretary's Note: Governor Shepardson today

approved on behalf of the Board the following

items:

Letter to the Federal Reserve Bank of Richmond (attached Item No. 13)
approving the designation of James E. Edwards as special assistant
e
xaminer.

It 
Telegram to the Federal Reserve Bank of San Francisco (attached

em N approving the appointment of Creighton Beeching as assistant
examiner.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Chemical Corn Exchange Bank,
New York, New York.

Gentlemen:

Item No. 1
4/8/59

ADDRESS orrociAL CORRESPONDENCE

TO THE BOARD

April B, 1959.

Pursuant to your request submitted through the

Federal Reserve Bank of Nem-York, the Board of Governors

approves the establishment of a branch on the southeast

corner of Third Avenue and 41st Street, New York, New
York. This approval is given provided the branch is es-

tablished mithin two years from the date of this letter
and that formal approval of State authorities is effectivk
at the time the branch is established.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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togot:N
POARD OF GOVEPNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

Board of Directors,
The Hanover Bank,
New York, New York.

Gentlemen:

Item No. 2
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 8, 1959.

The Board of Governors extends to December 31,

1959, the time within Which The Hanover Bank, New York,
New York, may, under the authority contained in the Board's

letter of April 17, 1958, establish a branch at 401 Madison

Avenue, New York, New York.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Peoples Bank and Trust Company,
Dayton, Ohio.

Gentlemen:

Item No. 3
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 8, 1959.

Pursuant to your request submitted through the
Federal Reserve Bank of Cleveland, the Board of Governors
Of the Federal Reserve System approves the establishment
of a branch by The Peoples Bank and Trust Company at the
intersection of Kettering Boulevard and Dorothy Lane,
Kettering, Ohio, provided (a) the branch is established
Within one year from the date of this letter, and (b) the
!",ank discontinues operation of its branch at 3944 Kettering •
Boulevard, Kettering, Ohio, effective when the branch
approved herein is opened for business.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Vandalia State Bank,
Vandalia, Ohio.

Gentlemen:

Item No. 4
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 8, 1959.

Pursuant to your request submitted through the
Federal Reserve Bank of Cleveland, the Board of Governors
Of the Federal Reserve System approves the establishment of
a branch at 4600 North Dixie Drive, Harrison Township,
Montgomery County, Ohio, by The Vandalia State Bank, Vandali.t,
Ohlo, provided (1) prior to the establishment of the branch
the bank's capital is increased to $150,000 to conform to
Federal statutory requirements, (2) the branch is established
within one year from the date of this letter, and (3) approval
of the State authorities is in effect at the time of the es-
tablishment of the branch.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
W ASHINGTON 25, D. C.

Board of Directors,
Seguin State Bank & Trust Company,
Seguin, Texas.

Gentlemen.

Item No. 5
4/8/59

ADDREBB orriciAL CORRESPONDENCE
TO THE BOARD

April 8, 1959.

Pursuant to your request submitted through the
Federal Reserve Bank of Dallas, the Board of Governors of
The Federal Reserve System approves, under the provisions
or Section 24A of the Federal Reserve Act, an additional
-,Ilvestment in bank premises in the amount of 00,000 by
.e.gtlin State Bank & Trust Company, Seguin, Texas. This
±8 in addition to the $210,000 which was approved by theBoard Of Governors on January 21, 1958, for the purpose of
constructing a new bank building.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable William L. Dawson,
Chairman, Committee on Government Operations,
House of Representatives,
Washington 25, D. C.

Dear Mr. Chairman:

Item No. 6
4/8/59

orFice OF THE VICE CHAIRMAN

April 81 1959.

Reference is made to your requests for reports
on H. R. 5503, H. A. 5552, and H. R. 5658, which are pro-
posals to amend the Employment Act of 1946 so as to pake
explicit the importance of a stable level of prices. While
not identical, these bills have the same objective; and
H. R. 5503 is identical with the bill H. R. 3317, which was
discussed in the Board's report of February 25, 1959; to youon several bills on the same subject.

The Board believes that the objective of
H. R. 5503, H. R. 5552, and H. R. 5658 is implicit in the
present language of the Employment Act of 1946; neverthel,it may be desirable to include such objective explicitly.

While careful consideration should be given to
the wording of the directive, a resolute statement by the
Congress that stabilization of the price level is a primary
aim of Federal policy would be a significant declaration
demonstrating to the American people and to the world the
conviction that this country has the ability and the deter-
mination to stabilize average prices and to preserve the pur-
chasing power of the dollar.

Sincerely yours,

(Signed) C. Canby Balderston

C. Canby Balderston,
Vice Chairman.
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ne .4W trOL. BOARD CF 13OVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WA SH ING TON

Item No. 7
4/8/59

OFFICE OF THE VICE CHAIRMAN

April 8, 1959.

The Honorable Jacob K. Javits,
United States Senate,
wash'Ington 25, D. C.

Dekr Senator Javits:

Ch This refers to your letter of March 9, 1959, addressed to
alrman Martin, who is recovering from a recent operation.

The Board and its staff have had under continuous review thePossi •tot4 bility of making use of banking institutions for the purpose of pro-
„„ trig foreign investment, especially in order to substitute private capital

l'er as possible for Government loans.

Dtarr, Your letter enclosed two memoranda prepared by Mr. Joseph M.
ject̀ 41e of the United States Department of Commerce with regard to the sub-
//lend °f "Foreign Investment.” As Mr. Marrone points out, the Board recom-

t1;.0 ed to the Congress that it be granted authority to permit, by regula-
tatp foreign branches of national banks to exercise, with certain limi-
the re, such powers as may be usual in connection with the transaction of

trr- usiness of banking in the places where the foreign branches shall
Ilact business. This recommendation was contained in the Financial

1,41,01,t1,1tions Bill (S. 1451--85th Congress) which passed the Senate in

allot ;:_'957, but which was not reported by the House Committee on Banking

enoY. In connection with the revision of Regulation K, effective
fac,7',Y 15, 1957, the Board gave careful consideration to the matter of
a4L1ltatin g the financing of international and foreign trade, commerce,
recornvestment and came to the conclusion that, with the exception of this
tha,taTended change in the law, no further legislation was necessary at
eorpo'inle to carry out the appropriate purposes of banks and financing

have operating in the foreign field. Developments since that time
the ,Ae:() Yet indicated a need for recommendations for further changes inw.

rnertior The Board was glad to have the opportunity to review Mr. Marrone's

which, as requested, are enclosed.

Sincerely yours,

(Signed) C. Canby Balderston

C. Canby Balderston,
Vice Chairman.

-kosures
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BOARD OF GOVERNORS
OF TEE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Keystone Corporation,
Commerce Building,
Kansas City, Missouri.

Gentlemen:

Item No. 8
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE HOARD

April 8, 1959.

This refers to your request for a Certification

by the Board of Governors, pursuant to sections 1101(b)

and 1103(b) of the Internal Revenue Code of 1954, with

respect to a proposed distribution, in accordance with

the Bank Holding Company Act of 1956, of stock of three

subsidiary banks.

Enclosed is a Certification issued by the Board

today pursuant to your request. A duplicate original has

been sent to the Commissioner of Internal Revenue.

It has been noted that the resolution adopted by

your corporation's board of directors on January 14, 1959,

contained the following: ". . and also at the proper

time to make application to said Board of Governors for a

certification that Keystone Corporation has ceased to be

a bank holding company, . . . and that therefore no gain
to the shareholders of Keystone Corporation from the receipt

of said bank shares shall be recognized . . . ." In making

certifications under the provisions of sections 1101 and

1103 of the Internal Revenue Code, the Board is not required

to certify, and does not certify, that no gain to the share-

holders of bank holding companies shall be recognized as a

result of distributions pursuant to those sections. Rulings

Oil such matters are within the jurisdiction of the Internal

Revenue Service.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,

Secretary.

Enel0Sure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

CERTIFICATION

1. The Board of Governors of the Federal Reserve System
has been informed by Keystone Corporation, Kansas City, Missouri,

that it proposes to distribute to its shareholders on a pro rata

basis the following shares of bank stock: 9,875 shares of stock of
Blue Hills Bank of Commerce, Kansas City, Missouri; 4,400 shares of
stock of The National Bank in North Kansas City, North Kansas City,

Missouri; and 19,375 shares of stock of Plaza Bank of Commerce,
Kansas City, Missouri.

2. Pursuant to the provisions of section 1101(b) and

nection 1103(b) of the Internal Revenue Code of 1954, the Board of
Governors of the Federal Reserve System hereby certifies that:

(a)

(b)

Keystone Corporation satisfies the requirements of

sUbsection (b) of section 1103 of the Internal Revenue

Code of 1954 and therefore is a "qualified bank hold-

ing corporation" as defined in that subsection.

The 9,875 shares of stock of Blue Hills Bank of Com-
merce, the 4,400 shares of stock of The National Dank

in North Kansas City, and the 19,375 shares of stock
of Plaza Bank of Commerce, referred to in "1" above,

are all or part of the property by reason of which

Keystone Corporation controls (within the meaning of

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

said banks,

(c) The proposed distribution of the shares of bank stock

enumerated hereinabove is appropriate to effectuate

the policies of the Bank Holding Company Act of 1956.

Executed in Washington, D. C., pursuant to direction of the
BoarA" of Governors of the Federal Reserve System.

(Signed) Merritt Sherman

Merritt Sherman, Secretary.

Date: April 8, 1959

(SEAL)
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GUARD OF GOVERNORS

Or THE

OP1r4FEDERAL 
RESERVE SYSTEM

e C11412 oncespondence
Fro

Board of Governors

Item No. 9
4/8/59

Date  April.  7, 1959

Subject:  Cnin-14rnppinF nnst study

On April 6 I received a telephone call from Mr. Fulton,
Chai nman of the Canmittee on Miscellaneous Operations, inquiring
about possible Board representation on the ad hoc subcommittee
which he has appointed to review the basis for computing the cost
of coin-wrapping service.

This ad hoc subcommittee stems from the request in the
Board's letter of February 3 that the Conference of Presidents
'flake such a review for the purpose of placing the charges for coin-

,', 7:"aPliing service on a more nearly uniform basis than now exists.
Iv r..Fulton said that he has appointed Mr. Harrell of Cleveland asel
halrman of the subcommittee, and Messrs. Love of Boston, Gustayson
of Chicago, and Barbonchielli of San Francisco as members; and men-
tioned that the Banks represented are the only ones with sizable
coin-wrapping operations.

T asked Mr. Fulton whether his inquiry about Board rep-
resentation was a courtesy gesture or whether it was prompted by
a:,feeling of need. He said that both he and Fr. Harrell felt that

Division of Bank Operations could contribute substantially in
eway of exoerience in cost studies, and that they would very

much like to have one of our men as an associate member, if the
uoard had no objections.

I believe that it would be mutually helpful if Mr. KileywerC 
designated as an associate member of this ad hoc subcommittee.
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BOARD OF GOVERNORS
OF THE

FF.DERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. William F. Treiber,
First Vice President,
Federal Reserve Bank of Now York,New York 45, Ner York.
Dear Mr. Treiber:

Item No. 10
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE DOARO

April 80 1959

Your letter of March 20 indicated that your directorshave 
aPProved and requested Board consideration of a program1:1!Ider which the Federal Reserve Bank of New York would assist inthe development and organization of a clearing bureau to bec/"blished in Bergen County, New Jersey, and thereafter pay two-

t
10:fds of the actual cost of processing checks handled by theBZIau with the understanding that the payments by the Reserve

'would not be in excess of $9 per thousand checks.

that It is noted from the memoranda submitted with your letter

1. The proposed arrangement will be largely similar to
that previously approved in connection with the
Nassau County Clearing Bureau.

2. The officers of the Federal Reserve Bank of New York
are satisfied that a real need exists for a check
clearing bureau in Bergen County; and that such a
bureau, if established, will prove to be of benefit
not only to the participating banks and their de-
Positors but also to the Federal Reserve Bank andto the general public in the area.

3. The proposed clearing bureau will afford a more
efficient check oollection system and result in
some savings to the New York Reserve Bank.

1,1arch , In the light of the information submitted with your letter of
Dier
Mn 
'0, it appears that the establishment of a clearing bureau in- 
e.".-1LbY would be in line with the System's policy of providing the14111 i"lcient chock collection system practicable. Accordingly, the Board,nterpos e no objection to the proposed arrangement, with the
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uli
derstanding that your Bettk uill report to the Board annually con.

?fling the operations of the cl?aring bureau and whether continuation
the arrangement between the Bank and the bureau seems desirable.

Very truly yours,

Merritt 41:4!Dian,
Secretary.

7-1
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BOARD CF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WI SHINGTON

The Honorable Warren G. Magnuson,
United States Senate,
Washington 25, D. C.

Dear Senator Magnuson:

Item No. 11
4/8/59

OFFICE OF THE VICE CHAIRMAN

April 10, 1959

In Chairman Martin's absence I am pleased to reply to the
letter of March 25, 1959, signed jointly by you and Senator Jackson,

inqUiring about the Board's plans for a study to determine the

P°ssible need for a Thirteenth Federal Reserve District.

The Board believes that the possible need for a Thirteenth
Feder Reserve District, as well as for any other changes in Federal
Flti!?erve boundaries, hinges upon the question of whether the services

Interests 
the Federal Reserve Banks and branches render to the economic

of the country are as effective under the present arrange-
111

nt as they might be under some other arrangement. This is a matter
Of such concern to the Board that the System's services are under a

Znstant review, which takes into consideration all matters having to
u with Federal Reserve district and branch territorial boundaries.

initninent, 
Since July 1958, when Alaskan statehood first seemed

there have been a number of varying suggestions regarding

Z!rrangement of Federal Reserve districts, most of which have comeu Congressional sources. In order to cover the scope of such sug-
gestionstion and others that may arise, the Board believes its considera-

int of any possible rearrangement of Reserve districts should take
° account:

1. The ability of the Federal Reserve Banks and

branches to render banking and other economic

services to the areas they serve or would

serve.

2. The distribution of geographic area, population,

economic activities, banking assets, and com-

munication facilities among present and

alternative Federal Reserve districts, and the

effects such factors may have upon the services

of the Federal Reserve Banks.
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The Honorable Warren G. Magnuson -2-

3. The capital investment and operating expenses

of the present and possible alternative arrange-

ments of districts.

The Board contemplates completing its review as soon as

possible but is unable to say when it will reach a conclusion. No

oudgetary problems are foreseen in connection with this study.

I appreciate the opportunity to review this matter for you,

am sending 
a rid

a similar reply to Senator Jackson.

Sincerely yours,

C. Canby Bal4èrston,

Vice Chai man.

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



I

eowcapi4N

mo
44 ;:

tzh̀tut WittO
-,tott*,10'

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 12
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

\Jrii,(1, 1959

Conlptroller of the Currency,Treasury 
Department,1448hingt0n 25, D. C.

Attention Mr. L. A. Jennings,
Deputy Comptroller of the Currency.

Ipaar*. Comptroller:

1959. Reference is made to a letter from your office dated January 29,
Cor,,Lenelosing copies of an application of the Bank of Melbourne and Trust

c-1 7, Melbourne, Florida, to convert into a national banking association1 
be requesting a recommendation as to whether or not the application should
4PProved.

the 
Fed 

A field investigation of the application ha a not been made but
4131i trial Reserve Bank of Atlanta has furnished us with a report on the
Off4 on based upon a report of examination made by the Comptroller'sor -ce of the State of Florida on July 28, 1958, and upon earlier reports
coZcalnination prepared by examiners for the Federal Deposit Insurance
4.34°ratio1. According to this report, the bank is serving a definite
the 01 the community  and its earnings prospects are favorable. However,
strti asset condition is not entirely satisfactory; and the capital
el%ele6ure of the institution as of July 28, 1958, in the amount of (.1 998,842
adenusive of reserve for losses on loans, was believed to be somewhat 
1:

 in-
11 relation to deposits and other corporate responsibilities. It
that the supervisory authorities have been endeavoring to oh-

The an increase in capital through the sale of additional common stock.
rakiresent ownership of control of the bank by members of the McNulty
atretY and the Estate of C. H. McNulty is not very satisfactory, and some
cons4thening in the executive management would appear desirable. After
tirie:ying all of the information available, the Board does not feel jus-
Etrid zn recommending approval of the application of the Bank of Melbourne
1141eatill3t C°mPany to convert into a national banking association until the

afactory conditions have been corrected.

"Peet:3 The Board's Division of Examinations will be glad to discuss any
of this case with representatives of your office if you so desire.

Very truly yours,

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVg.:RNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Nr. N. L. Armistead, Vice President,

Federal Reserve Bank of Richmond,
Richmond 131 Virginia.

Dear Er. Armistead:

Item No. 13
4/8/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 8, 1959.

In accordance with the request contained
in your letter of April 61 1959, the Board approves
the designation of James E. Edwards as a special

assistant examiner for the Federal Reserve Bank of

Richmond to participate in the examinations of
member banks only.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

April 6, 1959.

SWAN - SAN FRANCISCO

Reurlet April 2, 3_959. Board approves appointment

Creighton Beaching as assistant examiner for Federal

Reserve Bank of San Francisco. Advise date appoint-

ment made effective.

(Signed) Kenneth A. Kenyon

KENYON

(1)

Item No. 14
4/8/59

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




