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on

Minutes of the Board of Governors of the Federal Reserve System

ednesday, July 29, 1959. The Board met in the Board Room at 10:00 a.m.

Reserve

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

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Fauver, Assistant Secretary
Mr. Riefler, Assistant to the Chairman
Mr. Young, Director, Division of Research

and Statistics
Mr. Marget, Director Division of International

Finance
Mr. Farrell, Director, Division of Bank

Operations
Mr. Noyes, Adviser, Division of Research

and Statistics
Mr. Sammons, Associate Adviser., Division of

International Finance
Mr. Solomon, Assistant General Counsel
Mr. Hexter, Assistant General Counsel
Mr. Nelson, Assistant Director, Division of

Examinations
Mr. Goodman, Assistant Director, Division of

Examinations
Mr. Smith, Assistant Director, Division of

Examinations
Mr. Young, Assistant Counsel
Mr. Thompson, Supervisory Review Examiner,

Division of Examinations

Discount es. The establishment without change by the Federal

Banks of Boston and Atlanta on July 27, 1959, of the rates on

114counts and advances in their existing schedules 'was approved unani-

41()1181
Y, with the understanding that appropriate advice would be sent

to those Banks.
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Items circulated or distributed to the Board. The following

items, which had been circulated or distributed to the members of the

Board and copies of which are attached to these minutes under the

respective item numbers indicated, were approved unanimously:

Letter to the Federal Reserve Bank of New
vith respect to the use of Klemann Corporation
by Morgan Guaranty Trust Company as a nominee
corporation.

Order granting the request of The First Virginia
C°rPoration for additional time within which to
submit proposed findings and brief.

Telegram to the Federal Reserve Bank of New York
granting an extension of time for utilization of
a gold loan to Brazil.

Item No.

1

2

3

Establishment of branch in Okinawa (Item No. 4). There had

been circulated to the Board, with the favorable recommendation of the

Division of Examinations, an application of Bank of America National

lirust and Savings Association, San Francisco, California, to establish

a branch in Okinawa. The Secretary of the Army had advised that he

ittlev of no reason why the application should not be approved and stated

that in the opinion of the High Commissioner of the Ryukyu Islands the

cervices that the national bank could render to the United States Civil

Acilninistration and the Ryukyuan banking community would be highly bene-

ficial and make a significant contribution to the economic development

or the Islands. The Department of Defense had expressed concurrence in
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these views. As drafted, the proposed letter to the applicant bank

aPproving the application would contain a paragraph referring to an

Understanding that it was the general policy of the applicant organi-

zation to set up overseas branches through Bank of America, New York,

rather than in the name of the parent national bank, but that in this

instance an exception was made due to the fact that the national bank

was well identified in Japan, Guam, and the Philippines. The letter

would state that the Board had authorized a branch in Okinawa for the

Parent national bank in the light of the special circumstances involved

and that it did not regard such action as a departure from the general

P°1icy of establishing overseas branches through Bank of America, New

York. The reason for such language was that in 7_949, when it denied

°4 application of the national bank to establish certain branches in

GernlanY, the Board indicated that it would not be disposed to approve

applications for foreign branches of the national bank until such time

as the bankeu capital position had been substantially improved and the

Percentage of its capital accounts to its risk assets was more nearly

in line with the average of other member banks in the United States,

cluding those operating foreign branches. An exception was made in

1952 in connection with the establishment by the national bank of a

bill4ch in Osaka, Japan, because the branch represented an extention of

facilities in an area already served by a branch of the applicant

institution. The most recent examination report of the national bank
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revealed that, in the opinion of the examiner, capital structure as

inadequate. The relationship of capital funds to risk assets had

steadily deteriorated despite an increase of $192 million in capital

accounts over the previous five-year period.

In commenting on the matter, Mr. Goodman pointed out that the

aPPlication to establish a branch in Okinawa had first been filed by

Bank of America, New York, but that an application on behalf of the

Parent national bank later was substituted. One reason for the substi-

tution was reported to be apprehension on the part of the applicant

that an organization incorporated under section 25(a) of the Federal

Reserve Act could not be designated as a depository for reserve balances

under the provisions of the Banking Ordinance of the Government of the

RYultYu Islands. The American Express Company, operating one commercial

c)ffice in Okinawa in addition to its military facilities, had previously

requested that it be designated as a depository for reserve balances,

bIlt the request was refused on the grounds that the Company was not

co
nducting a general banking business in the United States.

Governor Mills suggested that the response to the applicant

bank go no further than to approve the current application. He expressed

doubt whether an indication that applications for foreign branches should

be „
."-Led by Bank of America, New York, rather than by the parent national

haw,.
" 1ms necessary and pointed out that the decision on any application
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filed in in the future was within the province of the Board. With regard

to the capital position of the subsidiary, he noted the large investment

that had been made in the stock of an Italian bank.

Governor Robertson agreed that the Board's letter should be

confined to advice of action on the current application. He vent on

to—gia/ that when the application vas first received, he was rather

disturbed because Bank of America National Trust and Savings Association

had provided a man from its staff to accompany Mr. Leonard, formerly

of the Board's staff, on a banking survey of the Ryukyu Islands. There-

fore it might appear that this bank had been placed in a preferred

P°Bition to obtain information which eventuated in the request for

establishment of a branch. At the time the survey team was being set

11P there was no indication, however, that Bank of America might be

e°nsidering a branch in the Ryukyu Islands; if there had been any such

indication, some other banking institution would have been requested

t° Provide a partner for Ni. Leonard. In the circumstances, he felt

it vas 
important for the file on the matter to contain a clear statement,

as it did) to the effect that the Defense Department vas desirous of

having Bank of America establish a branch in Okinawa. With such an

1"i-cation on record, he would be willing to approve the application.

After further discussion of the circumstances, unanimous approval

WSR 
given to a letter to Bank of America National Trust and Savings

Allsociation approving the establishment of a branch in Okinawa. A

ecl'PY of the letter is attached as Item No. 4.
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In this connection, Mr. Goodman reported that a representative

Of the American Express Company had inquired on several occasions about

the status of the application of Bank of America National Trust and

Savings Association. Mr. Goodman pointed out that normally the decision

011 such an application would not be made known publicly by the Board

until the approved branch had been placed in operation.

In view of the circumstances of the present case, including

the American Express Company's interest in the Ryukyu Islands by virtue

Of its current operations, Mr. Goodman was authorized to advise the

C°111PanY, if further inquiry should be made, that the application of

Of America National Trust and Savings Association had been approved.

Letter from Mr. Crow. By letter dated July 6, 1959, the Board

a
dvised Mr. Eugene B. Crow of St. Louis, Missouri, of the results of

its 
investigation regarding the handling of a particular V-loan by the

?ederel Reserve Bank of St. Louis. In a letter dated July 20, 1959,

had been circulated to the Board, Mr. Crowe commented further on

the tatter.

In response to a question by Governor Balderston, Mr. Smith

sts4.ued that the July 20 letter did not contain any information to alter

his
conclusion, reached as the result of investigation, that the St. Louis

leserve Bank had properly handled its obligations under Regulation V.

)1r. 
Waiter Young, who also participated in the investigation, commented

t° the same effect.
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Question then was raised whether acknowledgement should be

made of Mr. Crow's most recent letter. However, in view of the thorough

investigation of Mr. Crow's charges and the letter sent to him on

July 6, it was agreed that the matter should be considered closed and

Mr. Crow's July 20 letter placed in the Board's files without reply.

It was also agreed that any further letters from Mr. Crowe likewise

'Would be filed without reply unless they raised new issues.

Messrs. Ralph Young, Smith, and Walter Young then withdrew

from the meeting, and Mr. Thomas entered the room.

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,

',Jere approved unanimously:

letter to the Chemical Corn Exchange Bank, New
11.t _eY York, approving the establishment of a branch in
4'ulldon, England.

utter to the Bank of Dearborn, Dearborn, Michigan,
IPProving the establishment of a branch in Dearborn
'°Ignship.

,It:ileitter to the Marshall and Ilsley Bank, Milwaukee,
sconsin approving the establishment of an in-town

branch.

Let ter to the Federal Reserve Bank of Boston regarding
ac q4e8tion raised by Baystate Corporation concerning the
14.130Putation of profits on the sale of shares of Valley
:711t and Trust Company for purposes of actual net earnings

reserves of readily marketable assets.

Item No.

5

6

7
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Letter to the Federal Reserve Bank of Dallas with
respect to deposits of the State of Texas handled
by the Houston National Bank under a uniform time

account contract.

Letter to the Federal Deposit Insurance Corporation
regarding an application of The Farmers State Bank,
Sveetser, Indiana, for continuation of deposit insurance.

Item No.

9

10

Messrs. Riefler and Thompson then withdrew from the meeting.

Reserve requirements. The President yesterday signed S. 1120,

4 bill with respect to member bank reserve requirements. This legislation

(1) authorized the Board, under such regulations as it might prescribe,

to permit member banks to count all or part of their currency and coin

as required reserves; (2) authorized the Board to permit individual

4e1flber banks in central reserve or reserve cities to carry lover reserve

balances, either in individual cases or under regulations, on such

ballis as the Board might deem reasonable and appropriate in view of

the character of business transacted by such banks; (3) provided a

l'ange of reserve requirements for member banks in central reserve and

l'eserve cities from 10 per cent to 22 per cent; (4) provided for the

elimination of the central reserve city classification not later than

till'ae years after the date of enactment of the legislation. The new

1847 also contained a provision with respect to the reserve of readily

11241'ketab1e assets required to be maintained by holding company affiliates.

114 a statement included with the Conference Report on the bill, the

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



7/29/59 -9-

Managers on the part of the House included the comment that it was not

the intent of the legislation to encourage or cause the Federal Open

Market Committee to reduce the Federal Reserve Systemts holding of

Government securities and that the purpose of the bill vas simply to

make needed reforms in the structure of reserve requirements.

At the suggestion of Governor Balderston, there was a discussion

c't Problems presented by the new law to which the Board must give

consideration.

In a statement on the matter, Mr. Thomas pointed out that some

the principal problems were (1) when and how to permit vault cash

tO be counted as reserves; (2) the development of standards of classifi-

cation of cities, and the possible reclassification of some cities; (3)

the determination of criteria for classification of individual banks;

and (4) the question of when the central reserve city classification

'should be discontinued. As to the vault cash provisions, he noted

that their main purpose was to remove inequities and that they should

be Plat into effect in such a manner as to work toward that end. It

clid not appear that they could be applied without reducing reserve

IseqUirements for some banks; to avoid a reduction in total, reserve

tequirements would have to be raised for other banks or reserves absorbed

bY °Pen market operations, and the latter would conflict with the state-

in the Conference Report. The removal of inequities might be

4ce°0Plished with minimum impact by permitting banks to count all cash
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holdings above above a certain minimum proportion of net demand deposits, but

in any event the reserve requirements for country banks should be higher

than 11 per cent. Another alternative would be to count all vault cash

and raise reserve requirements to offset most of the effect. This would

release some reserves in total and raise requirements for some banks

that had been enjoying a special advantage. Action could be timed so

as to release reserves when additional reserves were needed for seasonal

or temporary reasons or to offset a gold outflow. In the meantime, a

survey should be made of cash holdings of individual banks to determine

the impact of any particular action, which survey should include infor-

Illation about the size and nature of banks with low cash holdings.

As to the reclassification of cities, Mr. Thomas noted that the

Present classification was based almost wholly on interbank deposits.

The basis of classification therefore should be reconsidered and broader

atandards established. After reviewing a number of questions that would

have to be considered in this connection, he noted that the problem

/knald require study of the existing characteristics of banks and cities.

The 
classification of individual banks would require determination of

ti Bet of standards which should be related to standards for the classifi-

eation of cities. In addition to past criteria, principally location

khd volume of interbank deposits, other important criteria would have

t0 2.•

Taken into e.ccount, and a survey of the characteristics of banks
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which would include data on the turnover of deposits seemed to be

indicated. Elimination of the central reserve city classification could

be timed with other actions with respect to classification of cities.

The reserve requirement percentages could be brought together gradually

as vault cash was permitted to be counted; for example, reserve cities

could be permitted to count vault cash completely and the reserve

ement for them could be raised to 18 per cent.

After Mr. Thomas discussed further the nature of the questions

presented by the newrlaw and alternatives available to the Board, Mr.

Farrell indicated that representatives of the Division of Bank Operations

had been giving some thought to the problems involved and hoped to meet

with Mr. Thomas for the purpose of outlining a method of approach, with

a viev to presenting a general plan to the Board for consideration. One

qUestion to which Mr. Farrell referred particularly was whether the

toard would want to take any action on petitions by individual banks

ft)r permission to carry lower reserve balances, pending the determination

or new standards for the classification of cities and individual banks.

In certain instances, he noted, the Board had intimated to petitioning

banks that it would be willing to reconsider their cases following a

chenge in the law.

After further discussion of the point raised by Mr. Farrell,

41% Noyes suggested that it might be helpful for the Legal Division to
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prepare a memorandum indicating the extent to which the language of the

Conference Report should influence or bind the Board in its consideration

Of procedures under the new law.

The members of the Board then expressed tentative view beginning

'with Governor Mills, who said the first step, as he saw it, was to

establish a staff committee to study and resolve some of the questions

raised in todayta discussion as promptly as possible. Consideration

should be given to making pilot studies of the kind Mr. Thomas had

uggested. The nature of the problems was such that the Board must

be carefUl in taking actions, but the public relations aspect was

accentuated by the fact that the legislation had been proposed with a

Nriev to correcting inequities. In this connection, the Board was on

l'ecord before the Congress as considering the vault cash provisions to

be fundamental to the correction of inequities, and it 'would seem

desirable to make at least a tentative and experimental approach as

1311°1111AV as practicable. With regard to the language in the Conference

Report, it must be remembered that in a sense this language was secondary

to the statutory directive given to the System.

Governor Robertson expressed the view that the Board should

Ire forward expeditiously on the big job that was ahead. He knew of

11° better way than to set up a staff committee to outline the whole

131'°b1em, so the Board could see the various aspects of it and tie them

toge4.1.
Kier. It would not appear possible to undertake any program of
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action until all of the problems and questions were set forth, following

which the Board could determine which problems should be dealt with

first. He expressed doubt whether it would be possible to move fast

enough to take action, on vault cash or otherwise, in the near future.

Governor Shepardson said that he did not want to minimize the

Problem and that it seemed important to establish new standards of

classification as soon as possible. Like Governor Mills, however, he

felt that there might be a way in which the Board could make some move

rather promptly, particularly in view of the need to supply reserves

throughout the fall.

Governor Balderston noted that there were a few cases, involving

l'equests of individual banks to carry lower reserve balances, where

the Board had indicated that it would like to approve the petition but

could not do so under the existing statute. Since the purpose of the

ileIrr Statute was to remove inequities, he felt that consideration might

be given to acting on those cases. Turning to a second phase of the

Problem, he suggested that the seasonal demand for credit this fall

1/°Uld present the Board an opportunity that in his opinion it should

111" miss; otherwise, the Board might have to wait about a year to find

a8 favorable a situation for granting permission to count some part of

IreAtlt cash as reserves. However, he was impressed by the point that

the
Board could hardly move on vault cash without studying in some

detail the impact of such a move upon individual banks.
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With regard to the development of standards for classification

Of cities and individual banks, Governor Balderston said it was his

present feeling that as a practical matter this became the last part

Of the problem to be resolved. If the Board studied this phase of the

Problem fully, he feared that it would miss the turn of the tide as

far as vault cash was concerned. Should that matter not be handled

in clean-cut and decisive fashion, he felt that it might be difficult

to satisfy the restrictive language of the Conference Report.

Mr. Thomas commented that the removal of inequities would

necessarily mean favoring some banks and taking favors from others.

Some banks must have higher reserve requirements if other banks had

lover requirements or the result would be a much lower general level

Of required reserves.

After further discussion of the problems to be studied

and the procedures that might be followed in approaching those matters,

Governor Balderston summarized by saying that the Board would look

for a report from the staff as to what studies needed to be made, and

bY whom, with a view to proceeding with some of the necessary work as

exPeditiously as possible.

Question was raised by Mr. Thomas with regard to bringing the

Ileserve Banks into the studies, and Governor Mills suggested that the

130ardts staff endeavor to reach agreement on its approach to the over-all

Problem, make a start on the necessary studies, and then at some appropriate
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stage invite the Reserve Banks to participate. Otherwise, the work

might get bogged down in discussion, with the result that action would

be delayed and the Board exposed to criticism.

Governor Balderston agreed, but stated that he had construed

the suggestion of Mr. Thomas to mean that the Board's staff might

Indicate points in the study where there should be consultation with

the Federal Reserve Banks. The main concern at the moment related to

'What was going to be done in the way of studies, who would be assigned

to perform each of the separate parts, and, above all, how the studies

could proceed most expeditiously.

It was then suggested that Mr. Farrell be designated to convene

a staff group responsible for the program of studies, that the group

Obtain the benefit of Mr. Thomas's thinking before the latter went on

cation at the end of this week, and that the staff come back to the

Board at appropriate intervals for guidance.

At the conclusion of the discussion unanimous agreement was

expressed with the suggested procedure.

All of the members of the staff except Messrs. Sherman and

Pauver then withdrew, from the meeting.

. After consideration

Fauver dated July 27,

the Federal Reserve

W. Price, Executive

Appointment of director at Salt, lake City 

°t information contained in a memorandum from Mr.

1959 the Board agreed to request the Chairman of

11141ak of San Francisco to ascertain whether Howard
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Vice President and General Manager of the Salt Lake Hardware Company,

Salt Lake City) Utah, would accept appointment if tendered, as a

director of the Salt Lake City Branch for the unexpired portion of

the term ending December 31, 1959.

Secretary's Note: It having been ascertained
that Mr. Price would accept the appointment
if tendered, a telegram notifying him of his
appointment was sent on August 4, 1959.

The meeting then adjourned.

Secretary's Notes: Governor Shepardson approved
on behalf of the Board on July 28, 1959, the
following items:

Letter to the Federal Reserve Bank of New York (attached Item No. 11)
aPProving the appointment of Edward W. Bjelke and Robert I. Landspurg
as assistant examiners.

Letter to the Federal Reserve Bank of Richmond (attached Item No. 12)
aPProving the designation of J. Weldon Mitchell as special assistant
examiner.

Letter to the Federal Reserve Bank of Atlanta (attached Item No. 13)
aPproving the appointment of John N. Elder as assistant examiner.

Governor Shepardson today approved on behalf of
the Board the appointment of Vincent R. Creamer
as laborer, Division of Administrative Services,
with basic annual salary at the rate of $2,960,
effective the date of entrance upon dutY.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. Re B. Wiltse, Vice President,
Federal Reserve Bank of New York,
liew York 45, New York.

Dear Mr. Wiltse:

Item No. 1
7/29/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 29, 1959.

This refers to your letter of April 6, 1959 and the
ITle.lnorandura of July 6, 1959, from Mr. H. D. Crosse to BED( Files,
with respect to the organization of Klemann Corporation for use
as a nominee corporation.

It is understood that when Klemann Corporation was
°rganized, all or its stock was purchased by Shaw & Co., a
rrtnership composed of employees of J. P. Morgan & Co. (later
„!rged into Morgan Guaranty Trust Company), and that all such
;Lock has continued to be owned by Shaw & Co. It is also
tlIferred from Mr. DuBois' letter of April 3, 1959 that the
r!nsideration paid by Shaw & Co. for the stock of Klemann Corpo-
tion was not furnished by J. P. Morgan & Co. but presumably was

,.'vanced by the partners of Shaw & Co. Mr. DuBois states that
r'lle beneficial ownership of the capital stock of Klemann Corpo-
j,tion is held by Shaw & Co.", from which it is understood that
fie Partners of Shaw & Co., as individuals, have complete bene-
riocial ownership of the stock and that neither J. P. Morgan & Co.
or1lMorgan Guaranty Trust Company has at any time owned any legal

beneficial interest therein.

If the foregoing statement of facts is correct, itwow A
appear that there has been no purchase of stock by a member

anr within the meaning of section 5136 of the Revised statutes,

atoek 
 would not be necessary for Shaw & Co. to dispose of the

80 Of Klemann Corporation. It will be appreciated if you will
nr°rm Morgan Guaranty Trust Company.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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UNITED STATES OF AMERICA

Item No. 2

7/29/59

BEFORE THE BOARD OF GOVERNORS OF THE kaERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Applications of

THE FIRST VIRGINIA CORPORATION DOCKET NOS.
BHC-49

Pursuant to section 4(c)(6) of the BHC-50
Bank Holding Company Act of 1956

ORDER EXTENDING TIME WITHIN WHICH APPLICANT
MAY SUBMIT TO HEARING EXAMINER PROPOSED FINDINGS

AND CONCLUSIONS, AND SUPPORTING BRIEF

Additional time having been requested by the Applicant,

The First Virginia Corporation, within which to submit to the Hearing

OffiOer proposed findings and conclusions, and supporting brief, and

it appearing to the Board that such request should be granted, it is

hereby ORDERED that the time within which the Applicant may file such

Proposed findings and conclusions, and supporting brief, be, and the

same hereby is, extended to and including August 13, 1959.

Dated at Washington, :p. C. .this 29th day of July, 1959.

By order of the Board of Governors.

(SEAL)

(signed) Merritt Sherman

Merritt Sherman,
Secretary.
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TELEGRAM
BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
LEASED WIRE EERVICE

WASHINGTON

SANFoRD

NEW YoRK

Item No. 3
7/29/59

1959.

Y°1311 WIRE JULY 25. BOARD APPROVES EXTENSION OF TIME TO AUGUST 31, 1959,

?(It UTILIZATION OF $50 vamom GOLD COLLATERAL LOAN TO THE UNITED STATES

(3? 8rtAzIL, APPROVED BY BOARD ON JULY 10, SUBJECT TO FOLLOWING CONDITIONS

43)DITIoNAL TO THOSE STATED IN BOARD TELEGRAM OF JULY 10:

(1)

(2)

(3)

(4)

THE LOAN TO BE MADE ON OR BEFORE AUGUST 31, 1959

BANCO DO BRASIL TO AGREE NOT TO REQUEST ANY EXTENSION BEYOND

AUGUST 31 OF THE TIME DURING WELCH THE LOAN MAY BE DRAWN

ASSURANCE BY THE BANCO THAT IF THE LOAN IS UTILIZED BEFORE

AUGUST 31 NO RENEWAL OF THE LOAN WILL BE REQUESTED

A COMMITMENT FEE AT THE RATE OF 1/4 OF 1 PER CENT PER ANNUM

C°11ERING THE FULL AMOUNT OF THE LOAN TO BE EFCTIVE FRavI THE

DATE OF THE ACCEPTANCE OF THE AMENDED TUNS AND CONDITIONS TO

THE DATE ON WHICH THE LOAN IS ACTUALLY DRAWN
(Signed) Merritt Sherman

SHERMAN
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Bank of America National Trust
and Savings Association,

San Francisco 20, California.

Gentlemen:

Item No. 4
7/29/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 29, 1959.

The Board of Governors of the Federal Reserve System
authorizes Bank of America National Trust and Savings Associa-
tion, San Francisco, California, pursuant to the provisions of
Section 25 of the Federal Reserve Act, to establish a branch
in the City of Naha, Okinawa, Ryukyu Islands, and to operate
and maintain such branch subject to the provisions of such
Section; upon condition that, unless the branch is actually
established and opened for business on or before August 1,
1960, all rights granted hereby shall be deemed to have been
abandoned and the authority hereby granted shall automatically
terminate on such date.

Please advise the Board of Governors, through the
Federal Reserve Bank of San Francisco, when the branch is
established and opened for business, furnishing information as
tc) the exact location of the branch. It is under3tood that no
.change will be made in the location of the branch after estab-
lishment without the prior approval of the Board of Governors.

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.

Chemical Corn Exchange Bank,
165 Broadway,
New York 15, New York.

Gentlemen:

Item No. 5
7/29/59

ADDRESS OFIFICIAL CORRESPONDENCE

TO THE BOARD

July 29, 1959.

The Board of Governors of the Federal Reserve System
authorizes Chemical Corn Exchange Bank, New York, New York,
Pursuant to the provisions of Sections 9 and 25 of the Federal
Reserve Act, to establish a branch in London, England, to be
located at 25-31 Moorgate, London, E. C. 3, and to operate and
maintain such branch subject to the provisions of such Sections;
Upon condition that, unless the branch is actually established
and opened for business on or before August 1, 1960, all rights
granted hereby shall be deemed to have been abandoned and the
authority hereby granted shall automatically terminate on such
date.

Please advise the Board of Governors in writing,1,hrough the Federal Reserve Bank of New York, when the branch
4'8 established and opened for business. It is understood thatno Change will be made in the location of such branch afterestablishment without the prior approval of the Board ofG
overnors.

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,
Bank of Dearborn,
Dearborn, Michigan.

Centlemen:

Item No. 6
7/29/59

ADDRESS OFFICIAL CORRESPOMUIENCE

TO THE BOARD

July 29, 1959.

Pursuant to your request submitted throvh
the Federal Reserve Bank of Chicago, the Board ol
Governors of the Federal Reserve System approves the
establishment of a branch in the vicinity of the
intersection of Ford Road and Beech Daly Road,
Dearborn Township, Wayne County, Michigan, by Bank
of Dearborn, provided the branch is established
Within nine months from the date of this letter.

Very truly yours,

(Signed) Kenneth A. Kenyon

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Marshall and Ilsley Bank,
Milwaukee, Wisconsin,

Gentlemen:

Item, No. 7
7/29/59

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

July 29, 1959.

Pursuant to your request submitted through the
Federal Reserve Bank of Chicago, the Board of Governors
of the Federal Reserve System approves the establishment
Of a branch on North MarkA Street between Mason and
Wells Streets, Milwaukee, Wisconsin, by Marshall and Ilsley
Bank, provided the branch is established within six months
from the date of this letter.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.

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



4440s, 4ot,,

!)),f

, `.!4
toa

)
)

‘,4. MO:
44

BOARD BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. B. F. Groot, Vice President,
FederAl Reserve Bank of Boston,
Boston 6, Massachusetts.

Dear Mr. Groot:

Item No. 8
7/29/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 29, 1959

This refers to your letter of March 18, 1959, with
which there was enclosed a copy of Baystate Corporation's let-ter to you dated March 4, 1959, in which the corporation re-
quested that profits on the sale of shares of Valley Bank andTrust Company be computed, for purposes of actual net earningsand reserves of readily marketable assets, by treating the
Shares of Union Trust Company and shares of Springfield NationalBank as separate items, rather than by combining them into oneunit and computing the profits on sales on the basis of theaverage cost of such unit. Bay-state's reasons are that (1)
'fle acquisition of shares of Union Trust in fact represented

acquisition of the majority stock of an additional bank;k2) a division of the Valley Bank holdings into the two com-
P°nents will enable Baystate in the future to identify anyshE'.1'5 subsecrently sold; and (3) this method of computing
lpfits and losses on an identification system would be

to that used by the corporation for Federal income tay
Purpose.

-,1hile it is true that the shares of Union Trust00Mn
l'anY purchased by Baystate involved the acquisition of shares

additional bank, Springfield National Bank was subsequently
with Union Trust Company to form Valley Bank and Trust

h Company  and the separate identities of Springfield and Unionave been lost.

Combining the holdings for the computation of actualearnings and reserves of readily marketable assets would
111°It3 it would seem, prevent Baystate from keeping its records
2111)̀ -nY manner it desires for purposes of identifying shares"Iquently sold.
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

-B. F. Groot 2 -

The fact that the use of average costs, for purposes
°f computation of actual net earnings and reserves of readily
Marketable assets, differs from Baystatels present method of
?°mPuting profits for Federal income tax purposes was considered
la extensive discussions and correspondence in past years. The
Present situation is materially different from that involved in
cases arising through the acquisition of shares to facilitate
Tergers, with a sizable number of shares being sold soon after
ITIch mergers; the latter type of case was the subject of the
°ardis letter to Mr. Latham dated February 8, 1951. In the

Zesent instance, since there have been no sales of Valley Bank

vares, it seems apparent that the acquisition of the shares
c' Union Trust Company were made for the purpose of acquiring

4ntrol of the resulting institution and not merely to facilitate
e merger of Springfield National with Union Trust.

is Unless there are other factors of which the Board
not aware, it is felt that your position in the matter is

Zrect and that the shares of Union Trust and Springfield
setional should be combined; and that, for purposes of

fia,eIl°n 5144, R. S., the profits on sales of shares of Valley

81,1-Z and Trust Company should be based on the average cost of
811," combined holdings plus shares of Valley which have been
Al'sequently acquired; and that Baystatels statements do not
prIllish sufficient reason to vary the method of computing
f„!fits on the sale of stock of Valley Bank and Trust Company
s'4'11 the method pursued for Baystate Corporation's other sub-
441arY banks.

Very truly yours,

(Signed) Kenneth A. Kenyon

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

FEDERAL RESERVE SYSTEM Item No . 9
WASHINGTON 25, D. C. 7/29/59
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Mr. L. G. Pondrom, Vice President,
Pederal Reserve Bank of Dallas,
Dallas 2, Texas.

Dear Pondrom:

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 29, 1959.

This refers to your letter of June d, 1959, enclosing
]°rrespondence with the Houston National Bank with respect to
'ePosits of the State of Texas handled under a uniform time
account contract, together with an opinion of your Counsel.

It is understood that funds were deposited with the bank
bY the State Treasurer under this contract providing for the payment
cf interest at the rate of 2-1/2 per cent per annum and for withdrawal

(X) days' written notice; that such notice was given on Januar:, a,
that on April 20, 1959, the bank was notified that only kali' of

e amount would be withdrawn and notice of vithdraval of the remainder
beitr: extended for 30 days; and that on l'a' 19, 1959, the bank was

,?tified that this remaining half would not be withdrawn and the notice
`'L Ilithdrawal was cancelled.

On the bacjs of this statement of facts, the Board agrees
.11),1 1,1 the -view of :,our Counsel that the portion of the funds not
Ile'udrawn on April. 20 became a demand deposit until such time as they
not? redeposited. There was no provision in the contract for 30 das,

beCore withdrawal and no interest should have been paid on the
remaLning on deposit between April 20 and --iay 1. At the end of

an'cis Period the funds were, in effect, redeposited ,:nder the contract
90 ;were again entitled to interest at 2-1/2 per cent and again required

LiaYsi notice before withdrawal.

paici , In view of the time that has elapsed since this interest was
sho,u1101 tle fourth month, the Board does not believe that the hunk
herro d he required to dcmand repayment, hut the provisions of the
zo':;Tation as here interpreted should be carefully explained to the bank

there may be no recurrence of this situation.
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L. G. Pondrom -2-

The Board agrees with the conclusion of your Counsel that the
P,aragraph of the contract providing that the State Treasurer may withdraw
°le funds on and after 90 days' written notice "or such reasonable number
2f days written notice as shall be established by the State Depository
board" is subject to criticism. However, attention is called to the

Zc)rds of the State law with respect to depositories, which provide that
_he Payment of interest on time deposits is "not to exceed such rate as
ay be lawful under any act of Congress and such rules and regulations

!!:s may be promulgated by the Board of Governors of the Federal Reserve

7stem.it This provision would appear to preclude the establishment by

21e State Depository Board of a number of days, written notice contrary
the provisions of Regulation Q in so far as a rate of interest is

tnvolved. It is realized that this limitation of authority might be
;verlooked by the State Board. Therefore, the use of less ambiguous
°1'dinc in the contract would seem advisable.

With respect to the recent State legislation concerning the
de•Posit of County trust funds, the Board also agrees with the conclusion

Your Counsel that contracts drawn in accordance with the provisions
v8.L. the statute would not appear to meet the requirements of Regulation Q,
Dllice it is provided that the deposit "shall be made available by the

411° sitory Bank" if the funds "are required before maturity". As stated,
o e only way time deposits may be withdrawn before maturity is in the case

4 an emergency where it is necessary to prevent great hardship to the
„Positor. The statute does not indicate that these conditions must be
V•L'e 

0 sent before the money may be withdrawn. The fact that no interest
be paid on a deposit withdrawn before maturity would not, of course,
t funds to be withdrawn before the stated maturity.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
2ecretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM Item No. 10

k 7/29/59
WASHINGTON 25. O. C.

ADDRESS OFriCIAL CORRESPONDENCE.

10 TI-4E BOARD

July 29, 1959.

The Honorable Jesse P. Wolcott,

Chairman,
Federal Deposit Insurance Corporation,

Washington 25, D. C.

Dear Mr. Wolcott:

Reference is made to your letter of July 16, 1959,

concerning the application of The Farmers State 
Bank,

Sweetser, Indiana, to became an insured bank as
 a nonmember

of the Federal Reserve System, effective simultane
ously with

withdrawal from the System.

No corrective programs have been urged u
pon the

bank which, in the opinion of the Board of 
Governors, it

would be considered desirable to incorporate as con
ditions

to admitting the bank to membership in the Co
rporation as a

nonmember of the Federal Reserve System.

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.

CONFIDENTIAL (F.R.1

Mr. H. A. Bilby, Vice President,
Federal Reserve Bank of New York,
New York 45/ New York.

Dear Mr. Bilby:

Item No. 11
7/29/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 28 1959.

In accordance with the request contained in your
letter of July 20, 1959, the Board approves the appoint-
ment of Edward W. Bjelke and Robert L. Landspurg, as as-
sistant examiners for the Federal Reserve Bank of New
York. Please advise as to the dates on which the appoint-
ments are made effective.

It is noted that Mr. Bjelke owned 40 shares of
common stock of The Marine Midland Corporation. Subse-
quently, Mr. Ringen advised on July 23 that 30 shares
were sold and that the remaining 10 shares will be sold
on or about July 29, 1959. Please advise when the re-
maining shares have been sold*

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, ID. C.

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

Dear Mrs Armistead:

Item No. 12
7/29/59

ADDRESS OFFICIAL CORRESPONOENCE

TO THE BOARD

July 28, 1959.

In accordance with the request contained
in your letter of July 23, 1959, the Board approves
the designation of J. Weldon Mitchell as a special
assistant examiner for the Federal Reserve Bank of
Richmond, for the purpose of participating in exam-
inations 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 25, D. C.

Mr. J. E. Denmark, Vice President,
Federal Reserve Bank of Atlanta,
Atlanta 3, Georgia.

Dear Mr. Denmark:

Item No. 13
7/29/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

Jay 28, 1959.

In accordance with the request contained in
Your letter of July 22, 1959, the Board approves the
appointment of John N. Elder as an assistant examiner
for the Federal Reserve Bank of Atlanta effective
August 10, 1959.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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