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987

Minutes of the Board of Governors of the Federal Reserve System

on. Friday, March 11, 1960. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills

Mr. Sherman, Secretary

Miss Carmichael, Assistant Secretary

Mr. Shay, Legislative Counsel

Mr. Hackley, General Counsel

Mr. Farrell, Director, Division of Bank Operations

Mr. Solomon, Director, Division of Examinations

Mr. Harris, Coordinator, Office of Defense Planning

Mr. O'Connell, Assistant General Counsel

Mr. Kiley, Assistant Director, Division of Bank

Operations
Mr. Hostrup, Assistant Director, Division of

Examinations

Discount rates. The establishment without change by the Federal

Reserve Banks of New York, Cleveland, Richmond, Atlanta, St. Louis,

141111.1ealp0118
y Kansas City, and Dallas on March 10, 1960, of the rates on

(118c()Wits and advances in their existing schedules was approved unanimously,

with
the understanding that appropriate advice would be sent to those

Banks.

items
Items circulated or distributed to the Board. The following

' Ighich had been circulated or distributed to the members of the
tokrii

arid copies of which are attached to these minutes under the

l's813ecti-ve item numbers indicated, were approved unanimously:

Item No.

tette nO r a,!,-"ifying the Department of Justice of receipt 1

--..m-Lications from The Citizens and Southern National
Geor eala Citizens and Southern Holding Company, Savannah,

IlatC!'; for acquisition of capital stock of American
-c-L. Bank of Brunswick, Georgia.
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Lehtter notifying Department of Justice of four
°1ding company applications that were pending04

-.'LAtAary 29, 1960.

Letter. to the Federal Reserve Bank of New York
°Ilcern ing operations of the Nassau County and.0ergen 

County Clearing Bureaus.

Item No.

2

3

With respect to Item No. 3, following a question from Governor

41derston, Mr. Farrell indicated that the arrangement with the Clearing

BIll'ealls had resulted in a saving to the Federal Reserve Bank of New York.

Messrs. O'Connell and Hostrup withdrew from the meeting following

Ta
e*I val of the foregoing items.

B2port of Presidents' Conference on emergency planning. (Item

No. 4)
There had been distributed two memoranda from Mr. Harris dated

?eblitlarY 19 and March 8, 1960, concerning the report on emergency

131arirling by the Conference of Presidents, submitted to the Board at the

icirt 
meeting on December 15, 1959. The February 19 memorandum outlined

the 4
'Ildividual items contained in the report and commented on each. It

that most of the matters contained in the report appeared to be

tor —41ormation only, but that the report requested the Board (1) to

Se 
guaranteeing agencies under the V-loan program that Reserve

te.nk-
.6 should not issue emergency V-loan guarantees without reference to

e-F.g
rent'--ing agencies, and (2) to make inquiry of the guaranteeing

aeerici.
--s as to their plans, if any, to adopt appropriate measures for

dp-centralization of authority to certify V-loans in an emergency.
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The February 19 memorandum pointed out that the ten guaranteeing agencies

hsdbeen informed of recommendation (1) and a meeting had been arranged

rca'March 7 to determine what arrangements should be made to decentralize

the certification of loans in an emergency.

The March 8 memorandum, which was prepared following the March

7 meeting, attached a proposed letter to the Presidents of all Federal

Reserve Banks that would advise them as to current developments with

the guaranteeing agencies and concur in other recommendations contained

lathe report on emergency planning.

Mr. Harris indicated that the purpose of the letter was to keep

the Reserve Bank Presidents informed as to the current status of recom-

rfletaations they had ramie at their December 15, 1959, meeting.

Mr. Farrell said that he had talked with Mr. Bachman, Chairman,

C°11tract Finance Committee, Department of Defense, concerning the

serltence in the proposed letter that would indicate guaranteeing agencies

1'43414 submit tentative plans to the Board not later than April 1, 1960,

all"r. Bachman was uncertain whether he would have anything of signifi-

earl°e to report by that date. Mr. Farrell thought it might be preferable

to
11013tPone sending the letter to the Reserve Bank Presidents until

4:tt the next meeting with representatives of guaranteeing agencies,

at
"ich time it was hoped to work out a number of problems involving

the
defense agencies.

Chairman Martin inquired whether there was any urgency in sending

etter, and Mr. Harris replied that he had discussed the matter with
the
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Governor Robertson Robertson who had thought it highly desirable to keep the

Reserve Bank Presidents informed. Mr. Harris was of the opinion that

the Reserve Bank Presidents should receive a letter at this time

indicating the status of the recommendations, and he suggested that

the -wording of the letter be changed so as not to suggest that a formal

151811 "would be presented by each guaranteeing agency at any specified

time.

Chairman Martin suggested that the letter might be modified

441 Beat as a progress report, snd, after further discussion, the 
letter

to the Reserve Bank Presidents was approved in the form attached to these

1111-1114ea as Item NO. 4.

During the foregoing discussion Messrs. Thomas and Young, Advis
ers

to +1,
—le Board, Molony and Fauver, Assistants to the Board, and Noyes,

ipil'eet°r, Division of Research and Statistics, entered the room, and at

the e
nd of the discussion Mr. Harris withdrew.

Service charges of member banks. There had been distributed a

Q117aft of reply to Senator Jennings Randolph concerning a letter abou
t

bank
service charges which he had received from West Virginia State

Serlat°r Moreland, who had requested available information relati
ve to

the,
rirst National Bank of Morgantown and asked for suggestions

 as to

/7hat
--g'ht be done to impress banks with the fact that they were 

public

sey.1,4
-"4.ce institutions.
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The proposed letter to Senator Randolph would indicate that

section 16 of the Federal Reserve Act provides that "nothing herein

ecritained shall be construed as prohibiting a member bank from charging

Its actual expense incurred in collecting and remitting funds," and

1)4ther provides for the fixing of such charges by this Board. The

letter would also point out that in view of the express provision that

amember bank may not be prohibited from recovering its actual expense,

slid since these expenses vary among individual banks, among different

13arts of the country, and among particular items handled, it has not been

cleelued practicable for the Board to fix a rule of general application.

Mr. Molony referred to the section 16 provision in the Act and

e)cl)ressed the opinion that something more than the reply to Senator

Randal ,
-L-134. was involved. He felt there might be a basis for criticism

ince the Board had not

be 41elie by member banks

cleeirable to make clear

tilat t e y

alcier

fixed the check collection charges that could

as provided in section 16 and that it might be

on the record that the Board had considered the

Mr. Sherman stated that there was quite a history of Board con-

of this question, that the section 16 provision referred to

41'e 14 the original Federal Reserve Act, that in the early 1920's the

(16tz''l considered issuing a regulation that would fix the charge that

441ber banks might make for collecting and remitting funds but had not

80, that the question of charges by member banks for cashing checks
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vas presented to the Board in 1943 at which time the Legal Division

nlade a study of the provisions of section 13 and section 16 of the

Pederal Reserve Act as they might apply to the regulation of charges

c)f this type, and that as a result the conclusion was reached by the

13°arla that it was not possible to prohibit charges of this type and not

1/racticable to fix an amount that would not exceed the actual expense

illeurred by a member bank for such service. The substance of the draft

letter to Senator Randolph was consistent with the content of numerous

lett 
ers written since 1943 in response to inquiries relating to various

"ves of collection and service charges.

Mr. Hackley referred to the 1943 study of the question, indicating

that
a principal question was whether the first paragraph of section 13

of the Act applied to collection charges as well as to exchange charges,

84111.7hether the provision of paragraph 14 of section 16 was applicable

to
atI;Y charges other than those made for the collection and remittance

or fun
ds. At that time the Board concluded that it was not practicable

to p
rescribe any rule with respect to service or collection charges.

Orie
ur the principal problems was the variation in actual expenses

by banks in collecting and remitting funds in various sections

f3r 4.t-h e country snd as between different banks in the same section of

the
e°114trY. In its studies of the matter the Board had construed the

vorcl " ,
snail" in the last sentence of paragraph 14 of section 16 as

loay,
) which seemed a necessary conclusion within the context of the

eIrtir
e Paragraph.
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Mr. Molony expressed the thought that it might be well to

sllgEgst to the Congress that the provision in section 16 for the Board

to fix collection charges be repealed. If it was to be retained, he

th°ught that some information concerning charges made by banks should

be 
compiled perhaps through the examination process or by a spot check.

T tj,4
Mr. Farrell indicated that the American Bankers Association

had information concerning service charges, and Mr. Solomon noted that

earnings reports showed service charge income, but that they did not

cate whether the charges were exorbitant.

After a further discussion during which several changes were

811gEftted for the proposed letter, Mr. Thomas said that there was another

sicle t0 the question. He noted that banks offered various services in

c)I'der to attract deposits. In the early days banks secured compensation

fIiandling deposit accounts through income from such accounts; service

Q111r€ft were not widely applied until interest rates became low.

Governor Balderston was of the opinion that the proposed letter

14'48 nOt fully responsive to the request of Mr. Moreland in his letter to

8erlat 
°r Randolph. After making a suggestion to take care of this point,

be e,
'411qiented that it might be a satisfactory procedure for a member bank

to a,
'PlY service charges based on the cost per transaction.

Governor Mills observed that the service charge theory in banks

that an account handled for a depositor had a certain value to the
wtta
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bank, but if the cost of handling the account and rendering service to

the depositor exceeded the earning power of the balance in the account,

the theory was to recover deficiencies by imposing service charges.

Sezebanks reason that there should be a profit to the bank for handling

the account. He spoke of the possibility that in the long run banks

nlight assess service charges that would be out of line both with the

costs involved and with a reasonable profit for handling the

account.

Governor Szymczak suggested that, if the Board were going to

144ertake a study of the question or submit any recommendation to the

C°4gress in this field, it first should take the matter up with the

PreBid

ents of the Federal Reserve Banks in order to have them fully

1111 med and to get the benefit of their thinking.

Mr. Hackley pointed out that, if the Board were to issue a

rtairt
g that purported to regulate service charges, it could be charged

with exceeding its authority in that the provisions of section 16 of

the
ederal Reserve Act referred only to actual collection charges as

et from service charges based on the number of items handled for

44 account. With this in mind, Mr. Hackley said it might not be

IleQessarY to mention section 16 in the reply to Senator Randolph.

Chairman Martin then suggested that another draft of letter to

SetleLtor Randolph be prepared in the light of this discussion and

l'Irned to the Board for further consideration, and it was understood
this

Procedure would be followed.
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All of the members of the staff except Mr. Sherman then withdrew

from the meeting.

Press report of March 7 meeting with department store representa-

tiveft
At Chairman Martin's request, Mr. Sherman reported a telephone

e41.1 tbat he had received yesterday afternoon from Mr. Flanel, General

Marlager) Controllers' Congress of the National Retail Merchants Associ-

atio
4, regarding a press report that had appeared in the March 10 edition

r women's Wear Daily concerning the meeting of representatives of

ikt nal Retail Merchants Association with the Board on the afternoon

or march 7. Mr. Flanel was disturbed about the article on the grounds

that the members of the delegation who had met with the Board had been

luicler the 
impression the Board would not make any press statement regarding

the nleeting, and more particularly because the purport of the article

11ELsthat the Board was not budging from a decision to transfer the depart-

Iliet
store reports to the Bureau of the Census. Mr. Sherman stated

that,
had informed Mr. Flanel that he did not know how the material

releting to the meeting was released to the press, that it was not the

IrEtetice for the Board or Board personnel to discuss with the press

1)1‘ilia:te meetings with the Board, and that the Board had not met as a

J- Merchants Association at the time they met with the Board on

to consider or act upon the representations made by the National

March 7.
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Chairman Martin stated that the story contained comments which

zade it apparent that the writer had had access to the transcript of

he 
discussion at the meeting. After commenting on the unfortunate

Pects of the release of such material to the press, Chairman Martin

etsd that he planned to call Iva% Flanel on the telephone and to give

4141 hi
-8 PersonAl assurance that the Board had not made a decision regarding

n the department store reporting service. Chairman Martin also

,vcvalzed the point that action on the department store reporting

servi
4.ce vas a matter for Board decision and that he felt all members

Of the Board would wish to consider all aspects of the problem before

bettor,
4.11g a decision. In any event, the Board would be the one to make

h A
-eeisian and to announce it when such a decision had been reached.

The meeting then adjourne
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

MrA • Robert A. Bicks,
c'eting Assistant Attorney General,
Antitrust Division,
DeP artm en t of Justice,
"ashington 25, D. C.

Dear Mr. Bicks:

Item No. 1
3/11/60

ADDRESS orriciAL CORRESPONDENCE
TO THE BOARD

March 11, 1960.

Of 10ec Pursuant to section 3(a) of the Bank Holding Company Act

Sn (12 U.S.C. 1842), The Citizens and Southern National Bank,

Qe0 °412 Georgia, and Citizens and Southern Holding Company, Savannah,

baro-„ra, 'Which are bank holding companies having the same subsidiary
a.,;

T
:) have applied to the Board of Governors for approval of the

or sition of 500 shares of capital stock of American National Bank

IAulswick, Brunswick, Georgia.

le++er. 
The foregoing information is furnished pursuant to the Board's-V "L60 you dated January 29, 1960.

For your further information regarding this particular case,
the axe 

advised that, prior to a recent increase in the capital stock of

Therican National Bank, Citizens and Southern Holding Company owned,

(12,47, Citizens and Southern National Bank controlled, 2500 shares
sIC Per cent) of the 20,000 outstanding shares of American National

lthichuelatter bank has issued a stock dividend of 1,000 shares (of
arid h "le Holding Company received its pro rata portion -- 125 shares)
Otthas issued 4,000 additional shares for cash. The stated purpose

itg 0: ProPosed acquisition of 500 shares by Citizens and Southern Hold -

of storrIPanY is to "enable the Applicant to retain its exact percentagenu.
-, ownership in the Bank ... .0

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

11A.1% Robert A. Bicks,-leting 
Assistant Attorney

titrust
i..'ePartaient of Justice,shington 25, D. C.

ljeariLr 
Bicks:

General,

Item No. 2
3/11/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

March 11, 1960.

tt, In its letter of January 29, 1960, the Board stated thataolo,
of 1/44-Lra thereafter inform the Department of Justice of the receipt
odrcations, under section 3(a) of the Bank Holding Company Act
or b Q3 for the Board's approval of the acquisition of bank sharesank 

assets.

hre r Several applications under section 3(a) of the Act that
toard!ceived before January 29 were pending on that date, and the
to ze,"8.8 Previously notified the Department of Justice vith respect
illg ogrie of these by transmittal of copies of notices of public hear-

1,11 otl 
tentative decision. In order that you may be informed as to

vrior :.er Pending applications under section 3(a) that were received
'° January 29, 1960, they are listed below:

APplication by The First Virginia Corporation,
Arlington, Virginia, for prior approval of the ac-
quisition of 3,107 or more of the 4,000 voting
shares of The Purcellville National Bank,
Purcellville, Virginia.

APPlication by New Hampshire Bankshares, Inc.,
Nashua, New Hampshire, for prior approval of the
acquisition of up to 60 per cent (1,001 to 1,200)
of the 2,000 voting shares of The Peoples National
Bank of Claremont, Claremont, New Hampshire.
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Robert A. Bicks -2-

Application by The Marine Corporation, Milwaukee,
Wisconsin, for prior approval of the acquisition
of 80 per cent or more of the 51000 voting shares
of Peoples Trust & Savings Bank, Green Bay,
Wisconsin.

Application by Eastern Trust and Banking Company,
Bangor, Maine, for prior approval of the acquisi-
tion of 51 to 70 per cent of the 2,000 voting
shares of Guilford Trust Company, Guilford, Maine.

Very tray yours,

(Signed) Merritt

Merritt

—

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr* M. A. Harris, Vice President,
Federal Reserve Bank of New York,
New York 45, New York.

Dear Mr. Harris:

Item No. 3
3/11/60

ADDRESS OfFICIAL CORRESPONDENCE

TO THE BOARD

March 11, 1960.

dated Feb
will acknowledge receipt of your letter report

m e- February 18, 1960, concerning the 1959 operations of the
Qau County Clearing Bureau and the operations of the new

fergen County Clearing Bureau from October 20, 1959 tou
ecember 31, 1959.

It is noted that the Bank believes the Nassau Countyarra
that ngement continues to provide a most efficient servi

ce and
at no change in the basic agreement with the Bureau is warranted

Be this time. It is also noted that similar comment on the
B_rgen County Bureau is being withheld for the time being. The

as 
would appreciate receiving another report of that operation

rensrn as sufficient data are available to permit the Bank to

-e" a conclusion regarding the efficiency of the operation.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Dear sir:

Item No. 4
3/11/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE HOARD

March 14, 1960.

on tnReference is made to the report of the Presidents' Conference19ergen__
a eY Planning" at the joint meeting with the Board on Decembergllara,15.7. The Presidents' Conference requested the Board (1) to advise

ieeing agencies under the V-loan program that Reserve Banks should
a.genci,:tie emergency V-loan guarantees without reference to guaranteeingtheir-') and (2) to make inquiry of the guaranteeing agencies as to
tion olans, if any, to adopt appropriate measures for the decentraliza-aUthority to certify V-loans in an emergency.

O
, All guaranteeing agencies have been advised of the foregoing,Qoardl leir request a meeting with their representatives was held at the

er184ssociTees March 7, 1960, for an exchange of views. It was the con-'418 f
ed n"' the meeting that each agency would prepare a tentative statement

Eltion-ri its best judgment as to the need for decentralization of certifi-
ttesi'l (2)%lth°ritY in (1) a ldmited war situation such as the Korean conflict,

general war situation involving a nuclear attack on the United
41411(i 1/..1.0 It was recognized that there might be great urgency for production

1
1;11„4, clua Zril4credit in a Uinited war situation in order to obtain the maxi-
11-„',sholllii 3r of both military and survival items in the event the limited

deteriorate into an all-out war. It was further recognized thatPow-
4f1:° ,;a!'tack period of an all-out war the need for V-loan credit might

increase due to inhibitations within the commercial credit
Ar,,,-,tarv.//,-,h though the purpose of V-loan credit might shift decidedly from1 11e1; Production to the production and processing of survival items,
4141d bee°11sideration which the agencies wished to explore is whether it
Otetltatiy rri°re convenient for all concerned to locate the agencies' 

, 
repr?-

avatticez ,el! hing decentralized certification authority at the OCDM Regional
the here 

Federal Reserve Bank representatives would also be present or
"eral Reserve Banks' regular or relocation offices.

at The agencies agreed to submit their tentative statements to theEln41.vell8 ea an, r-LY date, and meet again shortly thereafter for an exchange
e 84 k '4 for providing the information requested by the 

  
Federal Re-n 8.
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Port it
Emergency Planning" with the following observations:

First, that uniformity on pre-positioning of cash is
unnecessary at this time; however, it might become necessary
°11 short notice. Adequate decentralization of supplies ofcurrency
ment. 

is one of the basic planning policies of the Govern-

The Board concurs in the other recommendations contained in the re-

 Second, that centralized control of System cash opera-

Per 
seems undesirable during the immediate postattack

iod when communications necessary for centralized control
:u-ght be disrupted; however, it would appear that when cen-
Ljalized control becomes feasible, it might also become de-

able in order to assure the availability of scarce cur-
encY where it is most needed.

Very truly yours,

Merritt Sherdia n,
Secretary.

ENTS OF ALL FEDERAL RESERVE BANKS
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