
The attached set of minutes of the meeting

of the Board of Governors of the Federal Reserve

System on November 180 19590 which you have pre-

viously initialed, has been amended at the request

of Governor Mills to convey more appropriately his

thoughts as expressed in the first full paragraph

on page 11.

If you approve these minutes as amended,

please initial below.

Governor Szymczak

Governor Robertson
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Minutes for November 18, 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, please initial below.

If you were present at the meeting, your initials will

Indicate approval of the minutes. If you were not present,

Your initials will indicate only that you have seen the

minutes.

Chin. Martin

Gov. Szymczak

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

Gov. King
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Minutes of the Board of Governors of the Federal Reserve System

on Wednesday, November 18, 1959. The Board met in the Board Room at

10:00 a.m.

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

Mr. Sherman, Secretary
Mr. Thomas, Economic Adviser to the Board
Mr. Shay, Legislative Counsel
Mr. Molony, Assistant to the Board
Mr. Young, Director, Division of Research and

Statistics
Mr. Johnson, Director, Division of Personnel

Administration
Mr. Hackley, General Counsel
Mr. Solomon, Director, Division of Examinations
Mr. Koch, Associate Adviser, Division of Research

and Statistics
Mr. Sprecher, Assistant Director, Division of

Personnel Administration
Mr. Hexter, Assistant General Counsel
Mr. Conkling, Assistant Director, Division of

Bank Operations
Mr. Kiley, Assistant Director, Division of Bank

Operations
Mr. Hostrup, Assistant Director, Division of

Examinations
Mr. Nelson, Assistant Director, Division of

Examinations
Mr. Goodman, Assistant Director, Division of

Examinations
Mr. Landry, Assistant to the Secretary

Mr. Collier, Chief, Current Series Section,

Division of Bank Operations
Mr. Davis, Assistant Counsel

Discount rates. The establishment without change by the Federal

RA-serve Bank of Kansas City on November 14, 1959, and the Federal Reserve

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



11/18/59 -2-

Bank of Boston on November 16, 1959, of the rates on discounts and

advances in their existing schedules was approved unanimously, with

the understanding that appropriate advice would be sent to those Banks.

Items circulated or distributed to the Board. The following

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

Of which are attached to these minutes under the respective item numbers

indicated, were approved unanimously:

Letter to The Plains State Bank, Plains, Kansas,
aPProving its application for membership in the

Federal Reserve System.

Memorandum from the Division of Bank Operations
dated November 13, 1959, concerning interest
PaYments on Federal Reserve notes.

Item No.

1

2

Messrs. Nelson and Kiley then withdrew and Messrs. Noyes, 
Adviser,

exid Dembitz, Research Associate, Division of Research and Statistics,

entered the room.

Application by Bank of America, New York, New York (Item No. 3).

There had been distributed a memorandum prepared in the Division of

xaminations under date of November 16, 1959, recommending approval of

an application by Bank of America, New York, New York, for permission

t° Purchase 20 per cent of the capital stock of Societe Congolaise de

BallqUey Leopoldville, Belgian Congo.
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Mr. Goodman noted that the Office of International and Financial

Development Affairs of the Department of State had advised that from the

foreign relations point of view the Department had no objection to

aPproval of the application, that the Comptroller of the Currency also

had offered no objection and that the Federal Reserve Bank of New York

recommended approval of the application. He said that the only question

of policy that might be raised by this application was whether the Bo
ard

should approve

interest in an

(le Banque. He went on to say that

interest in a foreign

needed corrections in

the acquisition by an Edge corporation of a minority

ordinary commercial trading bank such as Societe Congolaise

where an Edge bank owns controlling

institution, assurance was provided that any

policies and practices could be effected. However,

in view of the fact that the Congolaise bank was now controlled by Banque

Brussels, and Banque Nationale pour le Commerce et l'Ind
ustrie,

Paris, it was felt that under such sponsorship Bank of America could

expect that good managerial policies and operating practices would 
be

maintained, and he noted that Bank of America would be represented by

t1'70 directors on the Board.

Governor Mills commented that Mr. Goodman had raised a very

important policy question. He then referred to a discussion at the

8°ara meeting of November 13, 1959) concerning the application of

13ailk of America, NT&SA, for permission to establi
sh a branch in
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Buenos Aires with respect to which it was reported that the national

bank examiner had continued to regard the capital structure of that

bank as inadequate. The present application, said Governor Mills, in

a sense increased the exposure of Bank of America, New York, not only

directly through its capital investment but also indirectly with respect

to its having only a minority control in the Societe Congolaise de

Banque. He indicated that he would approve the application but sug-

gested that the Board note in its letter to the applicant that it was

c°nseious of the fact that the capital position of the units in the

134.4k of America system was deserving of study towards the end of

correcting apparent inadequacies, and that if this study was not

undertaken, it would inhibit the Board from being as liberal in its

stlbsequent treatment of applications to extend Bank of America NT&SA's

sYstem as it had been in the past.

A brief discussion followed, during which it was brought out

the.t Bank of America, NT&SA, was planning soon to apply to the Board

fc'r permission to establish an Edge corporation to finance foreign

sub
sidiaries.

Mr. Goodman inquired whether it might not be desirable to

d'iscuss the question of capital adequacy with the Comptroller of the

CtIrrencY before sending a letter such as Governor Mills suggested, and

Governor Robertson expressed the view that such discussion might come
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after a letter had been sent, since the Board would not be taking a

definite position on the question of capital adequacy but would simply

be raising the question and not establishing a condition to further

foreign expansion of the Bank of America organization.

On a question from Mr. Hexter as to whether he was referring

to an increase of capital structure of Bank of America NT&SA, Governor

Robert son replied that he meant the entire capital structure of the

whole Bank of America system, including its foreign subsidiaries.

Mr. Hexter then commented that the overwhelming bulk of the capital

of the Bank of America system was to be found in Bank of America

NT&SA and that most of this capital was in the United States and was

Under the supervision of the Comptroller of the Currency and, for this

reascr he thought it preferable for the Comptroller to initiate a

request for increasing Bank of America's capital.

Governor Robertson observed that, although it would be a

cleaner handling of the problem to go first to the Comptroller, the

4Plication before the Board, which had been received in July, was not

something that should be further held up. He reiterated that the

in its letter to Bank of America, New York, would simply be

l's'ising a question of capital adequacy and expressing a hope for

discussion of this question before further expansion of import
ance

sh°111d take place by Bank of America, New York.
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Governor Balderston inquired regarding the distinction between

an Edge corporation's taking a minority position in the ownership and

management of a foreign hotel, as in the investment by Chase Inter-

national Investment Corporation, New York, in Liberia Hotels Incorporated,

discussed by the Board at its meeting on October 21 1959, and the instant

Case.

Governor Mills replied that the Liberian hotel investment was

One which the Chase International Investment Corporation could write off

its books should it "go sour" but that in this case Bank of America would

be undertaking with other banks to go into the banking business, thereby

exlpanding its exposure beyond the limits of its capital investment. He

noted that should this investment go bad, in order to maintain its repu-

tation Bank of America might be forced to make good losses from activities

11(3t completely within its control.

Governor Balderston expressed agreement with this view, saying

that if the Board would not be embarrassed by further delay of action

on the 
application, he would disapprove it.

Governor Robertson observed that although he was not so certain

Of this point as were Governors Balderston and Mills, he agreed that the

11°ard should evaluate its position on the question of minority holdings

Ed.ge corporations.

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



11/18/59 -7-

The Chairman noted that since investment in a foreign country

was involved, the question was raised as to whether the Board should

tell one of its member banks it should hold a majority interest in a

foreign subsidiary. Some countries would not permit this, he said,

adding that it would be extremely difficult for the Board to take on

"global responsibility" for solvency of such investments. He noted

there was nothing in section 25(a) of the Federal Reserve Act giving

the Board authority to regulate French or Belgian banking institutions
.

In same instances, there was a definite advantage to the Department of

State to have American participation in foreign business ventures. On

aa Observation from Governor Robertson that perhaps the Bank of Ameri
ca

could undertake its investment through the medium of a branch which i
t

could control and that this question might be explored, the Chairman

rePlied he agreed the subject should be investigated. He also observed

thet we should not try to impose our ideas on foreigners, noting that

t°1' Years Americans were excluded from foreign investments of this

type.

Governor Balderston expressed concern over the type of ventu
re

liePliesented by Bank of America, NT&SA's complete ownership of the Banca

rica e d' Italia in Milan, since failure of this foreign enterprise

11°111d hurt the reputation and prestige of the parent organization. Mr.

SalcIllon agreed this could present a problem, emphasizing the ne
ed for a

e414°ital "cushion" to support such foreign investment.
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The application by Bank of America, New York, for permission

to purchase 20 per cent of the capital stock of Societe Congolaise de

Banque) 
Leopoldville, Belgian Congo, was then unanimously approved,

with the understanding that a letter would be sent to Bank of America,

Nev York, Nev York, revised to include reference to the question of

undercapitalization, in the form attached as Item No. 3, after the

Comptroller of the Currency had been asked informally whether he had

any 
objection to this procedure. 1/

Application by Farmers and Mechanics Trust Company, Childress,

Texas
There had been distributed memoranda from the Division of Exami-

nations dated October 30 and from the Legal Division dated November 12,

1959, 
relating to an application by Farmers and Mechanics Trust Company,

Childress, Texas, for prior approval pursuant to section 3(a)(2) of the

Bank Holding Company Act of 1956 of the acquisition of 5 per cent of the

3/°00 voting shares of The First National Bank, Paducah, Texas.

Noting that the Federal Reserve Bank of rallas recommended that

the
aPPlication be favorably considered, Mr. Hostrup said that the

D11'181011 of Examinations recommended that a notice of Tentative recision

granting the application be issued. He vent on to say that the applicantts

financial history and condition were satisfactory, as were those of The

?II's" National Bank of Paducah, that prospects of the bank and the

°1143licant vere good, as was the character of the managements, but that

Attached as Item No. 3a is a copy of the letter to Mr. Beise, President
Of America N.T.&S.A., San Francisco, transmitting a copy of the

4-e"tter to Bank of America, New York.

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



3f

11/18/59

a strong case had not been made nor could a strong case be presented

for approval on the basis of convenience, needs, and welfare of the

area, a factor upon which the Reserve Bank had made no comment. So

far as the effect on adequate and sound banking, the public interest,

ami the preservation of competition was concerned, it was the opinion

Of the Examinations Division that any effect upon competition involved

in the proposed acquisition would occur in the area served by the bank

Whose shares were proposed to be acquired by Farmers and Mechanics Trust

C°q'anY, and Childress, where Farmers' subsidiary bank closest to Paducah

vas located.

In commenting on the memorandum from the Legal Division, Mr.

4ckleY observed that there was no evidence the proposed transaction

result in improved banking services or in any other way sub-

ally contribute to the convenience, needs, and welfare of the

&raft involved. He noted that the present case was comparable to the

case in which the Board on July 23, 1959, approved the applications by

Citizens and Southern Nationsl Bank and Citizens and Southern Holding

C°111PanY to acquire 12-1/2 per cent of the shares of American National

13411k Of Brunuwick, Georgia. As in that case, the proposal here was

to 4cquire less than 25 per cent (in this case a total of 10 per cent)

or the stock of a bank and, therefore, the bank would not become a

"slib
sidiarY" of the holding company. However, as was pointed out in
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that case, section 3(a)(2) of the Bank Holding Company Act of 1956

re quired Board approval for any acquisition of more than 5 per cent

of the stock of a bank, even though the transaction would not cause

the bank to become a subsidiary. He noted that in the Brunswick case

the holding company had no existing subsidiary banks that were competi-

tors or potential competitors of the Brunswick bank, whereas in the

instant case the holding company controlled one of the three banks in

the 
immediate Childress-Paducah area and the proposed acquisition would

dray further within the holding companyts sphere of influence another of

these three banks, thus resulting in some immediate lessening of

competition. He continued by referring to another case with which

the
Present case might be compared, namely, that in which the Board

aPProvad acquisition by First Security Corporation of stock of the

Fillmore State Bank, Fillmore, Utah. In this case, First Security

Corporation acquired the controlling interest in Fillmore State Bank

in a sparsely populated area, with some attendant lessening of compe-

tition but with some improvement in banking services and possibly in

mallagemant, a favorable factor not present in the case under consider-

ation* On balance, he thought the Board could reasonably take a

1)(118itiOn either to approve or disapprove the application.

Mr. Solomon said that the ExPmtnations Division concurred in

the view of the Legal Division. He believed there was a fine balancing
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of the pros and cons present in this case with no strong arguments

favoring approval, although the applicant had tried hard to show that

its lending powers would be increased by acquiring the additional shares

in The First National Bank of Paducah.

Governor Mills commented that the reference made by Mr. Hackley

to the somewhat comparable cases in Utah and Georgia was important. In

this case, where there

were different than in

sparsely settled areas

was a wide geographical expanse, competitive factors

more populous areas in that, as bank clients in

are accustomed to travel long distances to trans-

act business, they do not regard physical accessibility as a deciding

factor for choosing between alternative sources of banking service. He

agreed that the decision in this case was close but said that the

aPPlication could

not be restricted

banking sources.

be approved on the basis that area competition would

to deprive Childress and Paducah of alternative

He added that as a practical matter, since the holding

Company 
already held a 5 Per cent interest in The First National Bank in

P4ducah and maintained close management ties with that bank, increasing

ita voting investment to 10 per cent would not alter the situation

aPPreciably.

Therefore, should the Board reject the application it

11°1/16. he merely "shadowboxing" with an accomplished fact.

Governor Robertson said that he was against approving the appli-

cation ,
' alnce as a matter of principle what was involved was a three-

area in which one bank was already controlled by the applicant

- 'wanted to increase its ability to control a second bank. He could
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perceive no offsetting benefits and observed that the smallness of the

Operations involved should not blind the Board to the principle present.

Governor Shepardson said that although no advantages were shown

in the record as resulting from the proposed acquisition of additional

voting stock by the holding company in The First National Bank in

Paducah, nevertheless he was influenced towards recommending approval

°f the application by the fact that this would make the Board's record

consistent in close cases of this type.

Noting that he had tried to relate the present application to

the American National Bank of Brunswick, Georgia case in which he

dissented from the Board's action of approving the applications by

Citizens and Southern National Bank and Citizens and Southern Holding

C°InPanY to acquire 12-1/2 per cent of the shares of American National,

Governor King said that he would approve the present application on

the basis
that branch banking was not permitted in Texas so that the

°IllY %lay in which a financial institution could expand in that State

1448 th rough the medium of a holding company. He went on to say that

although he had no desire to minimize Governor Robertson's point

l'e8alling the basic principle involved in this case, it was still

tille that Farmers and Mechanics Trust Company was a small holding

e°111Pany whereas in the Brunswick,Georgia, case the applicant was the

la
gest holding company in the State. He added that he would be happier

in 
aPT)r°ving the present application if Farmers and Mechanics Trust

C°111PanY did not already have another banking interest in Paducah, Texas,
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but that he was in favor of holding companies competing with each other

and that Farmers and Mechanics Trust Company was not so large a holding

compan—Y as to make such competition unlikely.

Governor Szymczak said that he would disapprove the application

for the reasons indicated by Governor Robertson.

Governor Balderston observed that he would approve the appli-

cation on the premise that the Bank Holding Company Act of 1956 was

not intended to impose a straightjacket on bank holding companies

unless the public interest would be adversely affected and that he

Inuld disapprove applications of this type only if it was apparent

that competition would be impaired.

Following a remark from the Chairman that in borderline appli-

cati°ns of this type he believed a strong case must be made against

approval to warrant negative action and that such a case had not been

itladc regarding the present application, it was voted to approve the

ePPlication by Farmers and Mechanics Trust Company, with Governors

Szymczak and Robertson dissenting.

All of the members of the staff except Messrs. Sherman, Johnson,

a" SPrecher then withdrew from the meeting.

Chat

Retirement allowances for Reserve Bank Presidents (Item No. 4). 

rman Martin referred to the discussion at the meeting on November 16, 1959,
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or the the proposal for guaranteed minimum retirement allowances for

Presidents of the Federal Reserve Banks, noting that since that

meeting the Division of Personnel Administration had furnished a

tabulation dated November 16 giving estimated retirement allowances

that would be available to a number of Presidents of the Reserve Banks

on the basis of their continuing in service to age 65. The memorandum

n°ted that approximately 23 years of service was required to reach a

level where the allowance from the retirement system of the Federal

Reserve Banks would equal 4o per cent of terminal salary. Thus, the

Presidents who would reach retirement age in less than 23 years would

receive retirement allowances under the Retirement System of the Federal

Reserve Banks considerably lower than the 40 per cent guaranteed minimum

figure suggested in the memorandum from the Division of Personnel Admini-

tration dated November 5, 1959. Chairman Martin noted two questions

welse before the Board for consideration. One of these was the proposed

letter to Chairman Van Buskirk of the Federal Reserve Bank of Cleveland

re6'/Irding the proposed employment of Mr. Hickman and the retirement

all°1'ance that would be available to him (both through the Retirement

8Ystelli and the direct payment proposed to be made by the Bank) if he

l'eme.illed with  the Bank and served ten years or more as President. The

Other as the over-all question of whether the Board should adopt as a
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general plan a proposal for guaranteeing minimum retirement allowances,

through the Retirement System and additional direct payments by the

Reserve Banks, to some Presidents who served for ten years or more.

He then celled upon Governor Balderston for comment.

Governor Balderston stated that Chairman Van Buskirk of the

Cleveland Bank was planning to have a conference with Mr. Hickman

tomorrow evening in New York to discuss further the Cleveland Bank's

Prop° sal that Mr. Hickman be employed as a vice president of that Bank

with a view ultimately to succeeding Mr. Fulton as President. Mr. Van

811-ekirk hoped to be able to reach a definite understanding at that time

arid. felt it important that he be in a position to state what arrange-

would be made not only as to salary but also as to retirement

13r(Iviai
0
ns in the event Mr. Hickman were employed by the Cleveland

Bank*

Chairman Martin commented that the Reserve Banks would never

get awaY from the demands for higher salaries for the Presidents of

the Reserve Banks. However, after commenting in some detail on variations

14 l'aePonsibilities of the Presidents of different Reserve Banks, he

ellgeeted that the retirement allowances represented a fringe benefit

that to some extent might reduce the pressure for increased salary

levels, He then enlled for comments from the individual members of

the lioara.
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Governor Szymczak stated that he would be willing to approve

the proposed letter to Chairman Van Buskirk regarding employment of

Mr. Hickman, partly because he believed the Cleveland Bank needed to

bring in a man of that type to succeed Mr. Fulton when he reached age

65/ or whenever he retired, if he decided to do so earlier. Beyond

that/ however, he found difficulty in adopting a blanket plan that

w°1114 apply to any President regardless of whether he had accepted

elnPloyment with the Reserve Bank without having assurance on this

glIsation. In any event, Governor Szymczak felt that the generous

t
reatment provided through the Retirement System would not still the

de and for higher salaries by the Presidents.

Governor Shepardson said that his feeling had been that the

ePProach suggested in the Division of Personnel Administration's

eillerandum of November 5 was desirable either on a general basis or

48 ePPlied in the specific instance before the Board. He felt that

e4°Ption of such a plan would relieve some of the pressure for higher

414ries, noting that any increase in salaries from the present level

Reserve Bank presidents was lost to a considerable extent so far

118 the iadividuals were concerned because of income taxes in those

blie.ekets, He felt there was a distinction to be made between the

Posi
ti011 of President and that of other officers of the Reserve Banks

8.11 that he could justify a guarantee such as that proposed in the case
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Of a President brought in for a relatively short period of service,

Whereas that would not seem to be called for at other levels.

In response to a question from the Chairman, Governor Mills

said that his reservation about adopting a general plan to guarantee

a man retirement allowances, part of which would come from the Retire-

ment System of the Federal Reserve Banks and part of which would be

Paid directly by the Reserve Banks to the retired president, resulted

fr°111 his doubts as to the wisdom of establishing a policy in a matter

Such as this. If the Board were to take each case individually and to

ecIrlsider it on its merits, it would avoid establishing a policy and

that would seem to him to be preferable.

Governor King stated that he would prefer to consider this on

the basis of a single case. He was concerned with the effects any

such ceneral policy might have on other Reserve Bank officers or

13ersonnel who, with 10 years or longer service, might receive smalle,-

retirement allowances than a president with only 10 years service.

While he doubted that the Board would hear directly complaints from

such Persons, he strongly suspected that a guarantee of the sort

1)1i°P03
ed for presidents who served as long as 10 years might create

8°Illething of a morale problem at the Reserve Banks. In any event, he

felt that a guarantee of 40 per cent of final salary as a minimum
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retirement Fillowance after only 10 years service was on the generous

side, For these reasons, he would prefer to act on any of these cases

on an ad hoc basis rather than to adopt a general formula.

Governor Robertson said he thought it would be a mistake to

flake a decision such as this in connection with an individual not known

by actual experience in the System. While he felt that Mt. Hickman was

a desirable man and would no doubt prove to be the kind of man whom the

Cleveland Bank would need as president within a few years, he would

rather know more about him than he could know at this time before

approving a guarantee such as that now before the Board. He also stated

that he felt the proposed period of 10 years service was too short. In-

dtiStr 4
J.a..1. Relations Counselors Inc. had suggested that an appropriate

l'etirement allowance for higher salaried persons would be 405 per cent

Of final salary after 30 years service, he noted, and to guarantee

40 Per cent after as little as 10 years seemed to him unnecessarily

11beral- As an alternative, he would be willing to go along with a

Plan
for guaranteeing a 4o per cent retirement 'allowance for Mt.

Ilickman after 15 years of service.

In response to a question from Chairman Martin as to whether

the
d Year period had been considered, Mr. Sprecher stated that there

haa be en some discussion of various periods of service but that the

Year period had been taken largely on the grounds that it represented
lo
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the same length of time required under the Retirement System of the

Federal Reserve Banks for vesting of any member's reserve.

Chairman Martin then inquired whether the Board desired further

discussion of the matter, or whether it wished to act now on the pro-

Pc/sal) either for Mr. Hickman individually or as a general formula for

all short-service presidents.

Governor Mills stated that, while he thought the Board would be

making a mistake in adopting a general program that would become known

throughout the System for guaranteeing presidents of Reserve Banks

Millinlum retirement allowances of 4o per cent of salary after 10 years

°f service, he would not vote in opposition to such a program if that

/las the decision of the rest of the Board. Therefore, in view of the

time that had been given to consideration of this subject and not knowing

Ilhat additional discussion would contribute, he moved to adopt the program

suggested in the memorandum from the Division of Personnel Administration

414ted November 5, 1959, which would guarantee a minimum retirement

allowance of 4o per cent of final salary at age 65 provided a president
had .

ininimum of 10 years of service.

Governor Szymczak stated that he would approve the arrangement

Pl'cTosed for Mr. Hickman with some enthusiasm on the grounds that the
Cleve,
'Ilnd Bank needed to obtain the services of a man such as Mr. Hickman

414 tbAt
) to attract the right man, it might be necessary to authorize

arre

angament such as that proposed. However, he would distinguish
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between a specific arrangement that might be necessary as an induceme
nt

ill a case where a Federal Reserve Bank was undertaking to secure the

services of a mpn who would have relatively short service as president

of that Bank, and a case where a man had already accepted employ
ment

with the Reserve Bank on terms then known to him and who l
ater on

sought to secure a revision of his retirement allowance sim
ply because

some other individual had received such treatment. He did not believe

that the latter type of arrangement should be approved by the Board.

Governor Mills' motion was then approved, with Go
vernor Robertson

dissenting for the reasons he had indicated.

Secretary's Note: In accordance with the

foregoing action, a letter prepared for

Chairman Martin's signature was sent on

November 18, 1959, to Chairman Van Buskirk,

Chairman of the Federal Reserve Bank of

Cleveland. A copy is attached to these

minutes as Item No. 4.

Chairman Martin stated that in view of the action 
taken by the

13(38.rd that would indicate its willingness to authorize 
guaranteed minimum

retirement allowances for Presidents of the Federal Res
erve Banks along

the 
J

-41,
ales discussed at this meeting, he would like to have au

thority to

info„
Chairman Bierwirth of the Federal Reserve Bank of 

New York that

the B
°ard was not now prepared to consider that Bank's 

proposal for

salr— .
increases for the President and First Vice Preside

nt of that

13441c,
as sUbmitted in Chairman Bieruirth's letter of 

November 2, 1959.

Chadrin
aq Martin' s request for such authority was approved unanimously.
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In connection with the action that had been taken regarding

the guaranteed minimum retirement sllowances for Federal Reserve Bank

Pr
esidents, Governor King stated that, while he had voted to approve

both the specific proposal with respect to Mr. Hickman, should he be

e Ployed by the Cleveland Bank, and the general proposal with respect

to applying the same formula to retirement allowances for other

Presidents of the Federal Reserve Banks, he wished the record to show

fullY and clearly his view that he believed this action might have an

uaravorable effect on the morale of other men in the Federal Reserve

em, particularly those who had made a career of the System, if they

"'la to know of such treatment being given to short service presidents.

Messrs. Johnson and Sprecher withdrew from the meeting at this

Point.

Chairman Martin referred to the various proposals for permitting

vatilt cash to be counted as part of member bank reserves as discussed at

liecent 
meetings of the Board, stating that he had talked with the Secretary

and Uader Secretary of the Treasury about the manner in which various

13cssible actions regarding vault cash and changes in reserve requirements

MI'ght affect the fiscal and debt management problems of the Treasury.

brief 
discussion followed the comments by Chairman Martin, at the

coaciu
s'n of which it was understood that this matter would be given

t4rthe
r consideration at a meeting of the Board to be held on Monday,

17°IreMber 23, 1959.
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Chairman Martin stated that Mr. David M. Kennedy, Chairman

of the Continental Illinois National Bank and Trust Company of Chicago,

alla a member of the Economic Policy Commission of the American Bankers

Association, had spoken to him about the possibility of securing the

s
ervices of a member of the Board's staff for a period of six months

to make a study for the American Bankers Association concerning certain

matters 
relating to the banking and monetary system of the United States.

The Proposed study would relate to the same problems under study by the

C°111111iss1on on Monetary Policy established by the Committee for Economic

Development. Chairman Martin stated that his judgment would be that it

a not be desirable for a member of the Board's staff to make a study

such matters for the American Bankers Association or for any other

°Iltsicle agency so long as he was employed by the Board.

The other members of the Board concurred in Chairman Martin's

Thereupon the meeting adjourned.
view,

Secretary's Note: Governor Shepardson today
approved on behalf of the Board the following
items:

Memorresin andum dated November 13, 1959, recommending the acceptance of the
ofpe,!ti°n of Margaret C. Goodall as Clerk-Stenographer in the Division
'Q°11nel Administration, effective November 27, 1959.

Letter to the Federal Reserve Bank of Boston (attached Item No: 5)
'vlag the*carn, e designation of Eugene Michael Tangney as special assistant

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
The Plains State Bank,
Plains, Kansas.

Gentlemen:

Item No. 1
11/18/59

ADDRESS OFFICIAL CORRIEBPONDIENCIr

TO THE BOARD

November 18, 1959

The Board of Governors of the Federal Reserve System
Pproves the application of The Plains State Bank, Plains, Kansas,

.1..or stock in the Federal Reserve Bank of Kansas City, subject to
the numbered 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, except with the permission of

the Board of Governors of the Aderal 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.

Part' 
In connection with the foregoing conditiocuiRe ar attention is called to the provisions of

t411±ation H3 regarding membership of State banking

thereof 1°ederal Reserve System, with especial reference. .
A copy of the regulation is enclosed.

charter • 
If at any time a change in or amendment to the bank's

turn. 18 made, the bank should advise the Federal Reserve Bank,
be ,,lshing copies of any documents involved, in order that it may
stXtermined whether such change affects in any way the bank's

us as a member of the Federal Reserve System.

ns of membership,
the Board's
institutions in
to Section 7
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The Plains State Bank - 2 -

Acceptance of the conditions of membership contained in
this letter should be evidenced by a resolution adopted by the board
Of directors and spread upon its minutes, and a certified copy of
such resolution should be filed with the Federal Reserve Bank.
411:angement5 will thereupon be made to accept payment for an appro-
Prlate amount of Federal Reserve Bank stock, to accept the deposit
of the required reserve balance, and to issue the appropriate amount
of Federal Reserve Bank stock to the bank.

Federal 
The time within which admission to membership in the

Reserve System in the manner described may be accomplished
is limited to 30 days from the date of this letter, unless the bank
,T3plies to the Board and obtains an extension of time. When the
"3?ard is advised that all of the requirements have been complied
with and that the appropriate amount of Federal Reserve Bank stock
has been issued to the bank, the Board will forward to the bank a
°Mal certificate of membership in the Federal Reserve System.

The Board of Governors sincerely hopes that you will find
membership in the System beneficial and your relations with the
..?rve Bank pleasant. The officers of the Federal Reserve Bank

be glad to assist you in establishing your relationships with

ZI.Federal Reserve System and at any time to discuss with represen-
Dia,lves of your bank means for making the services of the System
°Qt useful to you.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.

Enclosure
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

e Correspondence
Board of Governors

Item No. 2
11/18/59

Date  
November 13, 1959

Interest payments on Federal
Subject: 

Reserve notes.

Our records show that, as of November 11, 1959, the surplus

less 
at Atlanta and Dallas were $390,000 and $904,000, respectively,

less than 100 per cent of subscribed capital.

19c 1 Under similar circumstances the practice (first adopted in
J2i has been to deduct from net earnings before computing the basis

tor the interest payment whatever amount is necessary to bring theselarciplus 
account up to 100 per cent of subscribed capital. This pro-

With
is consistent with the former franchise tax provision and

the position held by the Board since 1947 that the interest
Payments on Federal Reserve notes are in lieu of payment of a franchisetax.

Generally, these deductions have been made from net earningsat the L.
„e Lame of the final payment computation for the year, but in
'2_in cases it has seemed prudent to prorate the allowance for bringing
:!xPlus up to 100 per cent of subscribed capital over more than one
Payment period.

be a— The Atlanta Bank has advised that there is not likely to

the substantial increase between now and the end of the year in
cjikamount (about $400,000) by which its surplus is less than 100 per
in of subscribed capital. In view of this relatively small amount

Pro 
Pr_ elation to current monthly earnings of about $3.8 million, it is

posed to make the entire necessary deduction from December earnings.

be mor
While the Dallas Bank's earnings in December will probably

ner,_ e than enough to cover any deduction from interest paymentbaseha,s1sary LA.) bring surplus up to subscribed capital, the situation
flu 4ecn discussed with President Irons with a view of minimizing
195'lltions in the Bank's payments. In a telegram dated November 6,
pecIL I-resident Irons estimated that the surplus account of the
$1,1141 Reserve Bank of Dallas on December 31, 1959, will be about
expe 800 less than the Bank's subscribed capital stock due to

Districted increases in capital stock of member banks in the Eleventh

believes In view of the large amount involved the Reserve Bank

'
low,:ves that it would be desirable to prorate the necessary al-"co over the last several months of the year.

1:r°eedu To accomplish this result and to speed up administrative, 
-or (a)r!, it is recommended that the Board give advance authority
befor ting $400,000 each from October and November earnings

e computing the interest rates for the Dallas Bank, and (b)
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To: Board of Governors

that the remainder of the difference between the surplus account and
100 per cent of subscribed capital at the end of the year be deducted
rrom the December earnings.

The Board will be advised in the usual fashion of the
',amount of the interest payments. The action recommended above is
L.:0 permit the usual telebram advising the Banks of the October
4nd November interest rates without further action by the Board.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 3
11/18/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 18, 1959

Tom B. Couerran,
Executive Vice President,
Bank of America,
40 Wall Street,
New York, New York.

Dear Mr. Coughran:

In accordance with the request contained in your letter of
15, 1959, transmitted through the Federal Reserve Bank of New

York, and on the basis of the information furnished, the Board of
Governors grants its consent for Bank of America to purchase, at a
coat of approximately U=4o,000, and hold 20,000 shares, par value
Congo Francs 1,000 each, of the capital stock of Societe Congolaise
de Banque, Leopoldville, Belgian Congo, provided such stock is
acquired within one year from the date of this letter.

The Board's consent is granted upon condition that Bank of
America shall dispose of its holdings of stock in the Congolese bank,
as Promptly as practicable, in the event that the Congolese bank
110u1Au at any time (1) engage in issuing, underwriting, selling or
distributing securities in the United States; (2) engage in the
general business of buying or selling goods, wares, merchandise, or
. 0,1.1moditie5 in the United States or transact any business in the
Lpited States except such as is incidental to its international or
foreign business; or (3) conduct its operations in a manner in-
f?nslstent with Section 25(a) of the Federal Reserve Act or regula-
'Ions thereunder.

In the consideration of this application, there was discussion
ct the adequacy of the capital and reserve accounts of Bank of America
,12d Bank of America National Trust and Savings Association in relation
g the-1-.41: respective deposit liabilities, asset structures, corporate
th8Ponsties„ and other relevant factors, particularly in view of
acZ.exPansion abroad, directly and indirectly, in recent years. Before
or on further applications for establishment of branches abroad
th 4Tvestment in foreign corporations, the Board would be benefited by
Nat,uhinking of your management and the management of Bank of America
nA 4.0nal Trust and Savings Association regarding this matter of capital,,equacy.

Very truly yours,

Nerritt Sherman,
Secretary.Digitized for FRASER 
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. S. Clark Eeise, President,
Bank of America National Trust

and Savings Association,
300 Montgomery Street,
San Francisco, California.

Dear Mr. Beise:

Item No. 3a
11/18/59

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

November 18, 1959

For your information there is enclosed a copy ofa letter of this date to Mr. Tom B. Coughran, EXecutive Vice
President, Bank of America, New YorkNew York, granting the
consent of the Board of Governors to the purchase of certain
stook by that Corporation. As indicated in the last paragraphOf that letter, in the consideration of the application there1/as discussion of the adeauacy of the capital and reserve ac-counts of Bank of America and Bank of America National Trustand Savings Association in relation to their respective
'.?posit liabilities, asset structures, corporate responsi-bilities, and other relevant factors, particularly in view
of the expansion abroad, directly and indirectly, in recentV
"

ars- There was similar discussion in connection with the
-rd's recent approval of the application of Bank of America
Diational Trust and Savings Association to establish a branch
3_41.Argentina. Before acting on further applications forrtablishment of branches abroad or investment in foreign
'.2Of the 
?rporations, the Board would be benefited by the thinking

management of Bank of America and of Bank of America0,. .Lonal Trust and Savings Association regarding this matter4 capital adequacy.

Very truly yours,

Merritt Sherman,
Secretary.

flolesure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

Mr, Arthur B. Van Buskirk,
Chairman,
Federal Reserve Bank of Cleveland,Cleveland 1, Ohio,

Dear Van:

Item No. 4
11/18/59

OFFICE OF THE CHAIRMAN

November 18, 1959.

Upon my return from the Antarctic, Canby told me ofYour t elephone conversations with him concerning the appointment?,..f W. Braddock Hickman as Vice President of the Federal Reserve0,11k of Cleveland. I was also given your letter of November 2, 1959,
:

0:11g2Irico lnts: his retirement allowances, about which we had previous

to a,vproveThe Board has discussed the proposal and is prepared
his appointment at an annual salary of $25,000 if so

recommended by your Board of Directors.

zinim,Th _The Board has also discussed the matter of a guaranteedwitb tt.uowanoe for Mr. Hickman after retirement and, in accordancepre;a7,:sti erations that have been given other such cases, would be
arld approve an arrangement entered into between your Bank

him, 
ano wherein he would be guaranteed a minimum retiremente'llow

he of 40 per cent of final salary at age 65, assuming that°lad have a minimum of 10 years of service at retirement.

To illustrate the arrangement, if Mr. Hickman had a final
totai! ?! $352000 at age 65, on retirement he would have a guaranteed

imum allowance of $14,000. Assuming a salary pattern offor the first three years and at least $351000 for the re-
f tl7g period, his retirement allowance from the Retirement Systemwow:4e Federal Reserve Banks would be approximately $10,300, to which

Federhe be added supplemental payments totaling $3,700,annualIy fromal Reserve Bank of Cleveland. 

e.jacreanc The difference between the guaranteed minimum retirement
e of 40 per cent of final salary and the payment by the
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11. Arthur B. Van Buskirk - 2 -

Retirement System of the Federal Reserve Banks (pension and
annuity) would be paid by the Bank directly to him. This
Percentage would be adjusted downward for retirement at any age
earlier than 65 (after 10 years of service) by the reduction
formula used by the Retirement System at the time of retirement.
The post-retirement payments by the Bank would cease at his death,
with no provision for payments to his wife. However, for the

rrtion provided by the Retirement System, a survivorship election
euld be arranged to provide for payments to his wife after his
death.

In answer to your questions, Mr. Hickman would con-
tribute in the normal manner to the Retirement System to establish
the re gular retirement allowance; however, he would not contribute
to the supplemental allowance which would be paid from Bank funds.The Supplemental payments by the Bank would be made only if he
rd had a minimum of 10 years of service with the Bank at the
'Ime of his retirement.

death • 
You might wish to mention to him that in the event of

- In active service his widow would receive a $25,000 death
benefit from the Retirement System. In addition, she would receive
5,!20,000 from the Banks' group life insurance policy with the
'Ja(f:Illnecticut General Life Insurance Company. Both benefits are paid

1,, er 12 months of service with a proportionately smaller amount if
'44.s Se 

months
were less than 12 months.

the t, His right as in ordinary pension plans to elect to extend
-rm of the pension payments over the combined lives of himself

and his
available 

'wife in a reduced amount, as mentioned previously, is
l to him for the portion of the allowance provided byt,„ 

Retirement System.

guarantp,„4In addition to the benefits he would receive under the

-,be - minimum allowance arrangement, Mr. Hickman would also
a Covered under Social Security and be entitled to benefits atge 65.

hiR As suggested in your letter, we would certainly- welcome
—6, some time at the Board and think that Wilbur Fultonts

eeve g that Er. Hickman periodically spend SOMB time here after.

oa, fdl months at Cleveland would be fine. The specific periods
"be 

designated later.

Sincerely yours,

(Signed) Wm. itcC. Martin, Jr.

Wm. MoC. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Benjamin F. Groot, Vice President,
Federal Reserve Bank of Boston,
Boston 6, %ssachusetts.

Dear Mi.. Groot:

Item No. 5
u/18/59

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 18, 1959.

In accordance with the request contained in your
- letter of November 13, 1959, the Board approves the desig-
nation of —Eugene Michael Tangney as a special assistant
examiner for the Federal Reserve Bank of Boston for the
Purpose of participating in examinations of The Connecticut
Bank and Trust Company, Hartford, Connecticut; Depositors
Trust Conlpany, Augusta, Maine; The Merrill Trust Company,
Bangor, Maine; and Rhode Island Hospital Trust Company,Providence, Rhode Island.

The authorization heretofore given your Bank to
aPpoint Mr. Tangney as an assistant examiner is herebycanceled.

Very truly yours,

(signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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