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Minutes of the Board of Governors of the Federal Reserve System

on Monday, June 6, 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. Robertson
Mr. King

Mr. Sherman, Secretary

Mr. Thomas, Adviser to the Board

Mr. Young, Adviser to the Board

Mr. Fauver, Assistant to the Board

Mr. Noyes, Director, Division of Research

and Statistics

Mr. Farrell, Director, Division of Bank Operations

Mr. Koch, Adviser, Division of Research and

Statistics
Mr. Landry, Assistant to the Secretary

Mr. Keir, Chief, Government Finance Section,

Division of Research and Statistics

Report on money market developments. Messrs. Thomas and Keir

reported on money market developments with particular reference to the

Possibility of the Treasury's initiating its advance refunding technique

in connection with the 2-1/2 per cent bonds of November 1961, in view of

the recent sharp decline in market rates of interest.

Following this report, Messrs. Koch and Keir withdrew and Messrs.

Hackley, General Counsel, O'Connell, Assistant General Counsel, Masters,

Associate Director, Hostrup, Goodman, and Smith, Assistant Directors,

Division of Examinations, and Walter Young, Assistant Counsel, entered the

room.

Items circulated or distributed to the Board. The following

Items, which had been circulated or distributed to the Board and copies
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of which are attached to these minutes under the respective item numbers

indicated, were approved unanimously:

Letter to The First National City Bank of New York,
New York City, approving the establishment of a

second branch in Asuncion, Paraguay.

Letter to the Federal Reserve Bank of Chicago approving
payment of salary to the Bank's plumber at a specified
rate.

Item No. 

1

2

Letter to the Budget Bureau reporting on S. 2611, an 3
enrolled bill "To amend the Small Business Investment
Act of 1958, and for other purposes."

Report on S. 1571. Copies of a draft letter had been distributed

reporting to Senator McClellan, Chairman of the Senate Committee on Govern-

ment Operations, on S. 1571, a bill designed to establish a Department of

Consumers within the Executive Branch of the Government. Accompanying

the draft letter was a memorandum from Mr. Walter Young dated June 1 1960,

relating to this request.

During the discussion of the draft report several suggestions for

rewording and modification were made, following which it was understood

that a new draft would be prepared for consideration by the Board. It was

also understood that a similar report would be prepared in response to a

request from Chairman Dawson of the House Committee on Government Operations

on H. R. 7024, a bill identical to S. 1571.

Messrs. Thomas, Ralph Young, Noyes Goodman, Smith, and Walter

Y°ang withdrew from the meeting at this point.
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Surveys of Reserve Bank auditing departments (Item No. 4). 

There had been distributed under date of June 3, 1960, a memorandum from

the Division of Examinations regarding surveys of Reserve Bank auditing

departments, to be made in accordance with action by the Board on April 20,

1960, during the actual performance of audits, along with an attached

draft of letter to the Chairman of each Federal Reserve Bank that would

explain the purpose of such surveys.

Mr. Masters recalled that on April 20, 1960, acting on a recom-

mendation submitted by the Division of Examinations in its memorandum of

April 11, 1960, the Board authorized the Division to proceed with an

experimental program of "on-the-spot" surveys of Reserve Bank auditing

departments during the actual performance of audits. He said that the

first of these surveys was conducted during the current examination of the

Federal Reserve Bank of Minneapolis. Although the Division of Examinations

Iras not yet in position to make a full report on the results of this survey,

Preliminary information indicated the desirability of conducting similar

surveys at other Reserve Banks as the year progressed. The purpose of the

draft letter to the Reserve Bank Chairmen was to explain the background

of this extension of examination procedures, it being felt that the special

interest of the Reserve Bank Chairmen in the auditing function called for

such a communication at this time. Copies of the letter to the Reserve

Bank Chairmen would be sent to the President and to the General Auditor

at each Federal Reserve Bank.
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Following a number of suggestions for change, the draft letter was

approved unanimously. A copy of the letter is attached to these minutes

as Item No. 4.

Order and Statement approving application by New Hampshire Bank-

Inc. (Items 5 and 6). A memorandum dated June 3, 1960, from the

Legal Division had. been distributed regarding the application by New

Hampshire Bankshares, Inc., Nashua, New Hampshire, for approval of acqui-

sition of stock of The Peoples National Bank of Claremont, Claremont,

New Hampshire. Mr. Hackley said that no comments or objections having

been received during the 15-day period subsequent to publication in the

Federal Register on May 18, 1960, of a Notice of Tentative Decision in

this case, a draft Order and Statement approving the application had been

prepared by the Legal Division for the Board's consideration. He recalled

that at the meeting on June 1, 1960, a substitute paragraph had been read

to the Board by Miss Hart to be included in the Tentative Statement

regarding the application by Eastern Trust and Banking Company, Bangor,

Maine, to acquire 70 per cent of the voting shares of Guilford Trust

Company, Guilford, Maine. On that occasion Governor Mills had commented

favorably on this change which related to the manner of the Board's approach

to the fourth statutory factor required to be taken into consideration in

the Bank Holding Company Act of 1956, namely, the convenience, needs, and

welfare of the community and area concerned. In the light of that

discussion, and the resulting change in the Tentative Statement in the
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Eastern Trust and Banking Company case, the Legal Division now proposed

to modify the draft Statement concerning the application by New Hampshire

Bankshares, Inc., to make it consistent with the Tentative Statement in

the Eastern Trust case.

There being no objection, unanimous approval was given to the

Order and Statement approving the application by New Hampshire Bankshares,

Inc., Nashua, New Hampshire, for approval of acquisition of stock of The

Peoples National Bank of Claremont, Claremont, New Hampshire, with the

understanding that the Statement would be changed in the manner indicated

and that a statement for the press would be released in the customary

manner. Copies of the Order and Statement are attached as Items 5 and 6.

The meeting then adjourned.

Secretary's Note: Acting in the absence of
Governor Shepardson, Governor Robertson today
approved on behalf of the Board the following
items:

Memorandum dated May 24, 1960, from Mr. Koch, Adviser, Division
of Research and Statistics, recommending acceptance of the resignation
of Anne E. Stewart, Librarian in that Division, effective June 5, 1960.

Item No. 
Letter to the Federal Reserve Bank of Philadelphia (attached
7) approving the appointment of Francis J. McGarvey as assistant

examiner.

Letter to the Federal Reserve Bank of Chicago (attached Item No. 8)
aPProving the appointment of Richard G. Mickel and Edward A. Rusin as
examiners, effective June 6, 1960, rather than June 22, 1960.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

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

Gentlemen:

Item No. 1
6/6/6o

ADDRESS orriciAL CORRESPONDENCE

TO THE BOARD

June 6, 1960

The Board of Governors of the Federal Reserve System

authorizes The First National City Bank of New York, New York,

New York, pursuant to the provisions of Section 25 of the Federal

Reserve Act, to establish an additional branch in Asuncion, Para-

• guay, to be located in the Pettirossi Section of Asuncion, and to

Operate and maintain such branch subject to the provisions of such

Section. The location of the branch may not be changed, after es-

tablishment, without the prior approval of the Board of Governors.

Unless the branch is actually established and opened for

business on or before June 1, 1961, all rights granted hereby shall
be deemed to have been abandoned and the authority hereby granted

Will automatically terminate on that date.

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

business, furnishing information as to the exact location of the

branch.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

CONFIDENTIAL (FR)

Mr. H. J. Newman, Vice President,
Federal Reserve Bank of Chicago,
Chicago 90, Illinois.

Dear Mr. Newman:

Item No. 2
6/6/60

ADORIESS orricoAL CORRESPONDENCE

TO THE SOAR°

June 6, 1960

The Board of Governors approves the payment of salary
by the Federal Reserve Bank of Chicago to the Bank's Plumber at
an annual rate of $7,581.60 per annum, effective June 1, 1960,
in accordance with the request contained in your letter of
May 19, 1960.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

Item No. 3
6/6/60

OFFICE OF THE CHAIRMAN

June 6, 1960

Mr. Phillip S. Hughes,
Assistant Director for
Legislative Reference,
Bureau of the Budget,
Washington 25, D. C.

Dear Mr. Hughes:

This is in response to your communication of June 3, 1960,
requesting the Board's views on the enrolled bill, S. 2611 "To amend
the Small Business Investment Act of 1958, and for other purposes."

Section 5 of the enrolled bill is of particular interest to
the Board. That section would amend the Small Business Investment
ComPany Act to permit a bank to purchase the stock of a small business
Investment company notwithstanding the provisions of section 6 of the
I2ank Holding Company Act which would otherwise prohibit a subsidiary
Dank of a bank holding company from purchasing stock in a small busi-
ness investment company if the latter would also be a subsidiary of
the parent holding company. The Board has no objection to this amend-
ment. However, reconsideration of the matter might be called for in
the future, if the authority conferred by the amendment should be
Utilized by holding companies to acquire interests in nonbanking
Titerprises in a manner contrary to the purposes of the Bank Holding
')̀InPany Act.

The Board sees no objection to approval of this legislation
by the President.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. I.

6/6/6o

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 69 1960.

In common with the respective Federal Reserve Banks, the Board

VOVernors attaches great importance to the auditing function in the

nr"Ks as a means of validating the integrity of the operations and the
(t:4°Per conduct of the Banks' affairs in accordance with law and regula-
'ells and from the standpoint of good business practices,

Because of the similarity in purpose and objective, there is a
lia.17,111mity of interest between the Auditing Departments of the Reserve

and the Board's Division of Examinations insofar as the latter's
i;8111onsibility for the annual examination of each Federal Reserve Bank
suco nedncer, As you may know, the Board's examiners frequently re-

thee  services of members of the Auditing Departments of the Reserve

ocrks to assist on examinations of their own or other Reserve Banks. On
ca”sion also, the Chief Federal Reserve Examiner may accept the certifi-
8a'lon of a General Auditor of a Reserve Bank covering certain of the
nkt e assets in lieu of a direct verification by the Board's examiners,

Hence, the Board of Governors has a vital interest in the
°les of the respective General Auditors and their staffs and in

biI scope and quality of the audits conducted. One of the responsi-

ta,ties of the Board's examiners, in each examination of a Reserve
has been to make a comprehensive review of the work performed

ancl'he Auditing Department on an ex post facto basis, These reviews

pa,the relationship between the Board's examiners and the Auditing De-
ob;'171ents of the Banks are among the matters that have come under the

yeaervation of the certified public accountants who for the past several

te48 have been retained by the Board to make an annual survey of the
tio,niques and procedures used by the Board's examiners in the examina-
erip' of a Reserve Bank, Most recently, Price Waterhouse & Co, has been

4g!ci for this purpose, and one of their resulting recommendations was
exa,,Lhe review of the auditing function as now conducted by the Board's

tio—Ih rlers should be extended and supplemented by an on-the-spot observa-

the.; °f the Auditing Departments in the actual performance of one of

'1' regularly programmed departmental audits, The Board was favorably
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'pressed by the possibilities of such surveys of audits in process and
.!uthorized its Division of Examinations to proceed with such a program to
LEe extent at least of determining whether it would be productive of worth-
Lille results° These surveys may be conducted in conjunction with the
"gular annual examination of a Reserve Bank, or as a separate project
1-11)Eirt from the regular examination° The Board's examiners have already
egun the program, and its continuance is planned as the necessary
arrangements are made.

Inasmuch as this addition to the Board's usual examination pro -ce dures is an innovation, the Board felt that this background explanation
;?uld answer any questions that you might otherwise have on the subject.
ntle Board wishes to emphasize that this is a System-wide program and that

s° especial significance should be attached to the conduct of one of these

ullreYs at a particular Bank°

Copies of this letter are being forwarded to the President of
Bank and to the General Auditor for their information.

Very truly yours,

/A A/\--"-CA

r

Merritt
Secre

TRE CHAIRMEN OF ALL FEDERAL RESERVE BANKS
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UNITED STATES OF AMERICA It No. 5
6/6/60

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

NEW HAMPSHIRE BANKSHARES, INC.

for prior approval of acquisition of
voting shares of The Peoples National Bank:
of Claremont, Claremont, New Hampshire •

ORDER APPROVING APPLICATION UNDER
BANK HOLDING COMPANY ACT

There having come before the Board of Governors pursuant

to section 3(a)(2) of the Bank Holding Company Act of 1956 (12 USC

1843) and section 4(a)(2) of the Board's Regulation Y (12 CFR 222.4

(a)(2)), an application on behalf of New Hampshire Bankshares, Inc.,

Nashua, New Hampshire, for the Board's prior approval of the

acquisition of up to 60 per cent of the 2,000 outstanding voting

Shares of The Peoples National Bank of Claremont, Claremont, New

Hampshire; a Notice of Tentative Decision referring to a Tentative

Statement on said application having been published in the Federal

Register on May 18, 1960 (25 Federal Register 4403); the said

Notice having provided interested persons an opportunity, before

issuance of the Board's final order, to file objections or comments

11P0/1 the facts stated and the reasons indicated in the Tentative

Statement; and the time for filing such objections and comments
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having expired and no such Objections or comments having been

filed;

IT IS HEREBY ORDERED, for the reasons set forth in

the Board's Statement of this date, that the said application be

and hereby is granted, and the acquisition by New Hampshire

Bankshares, Inc. of up to 60 per cent of the 2,000 outstanding

voting shares of The Peoples National Bank of Claremont, Claremont,

New Hampshire, is hereby approved, provided that such acquisition

Is completed within three months from the date hereof.

Dated at Washington, D. C., this 6th day of June 1960.

By order of the Board of Governors.

Voting for this action: Chairman Martin and Governors
Balderston, Szymczak, Mills, Robertson, and King

Absent and not voting: Governor Shepardson

(SEAL)

(signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

02 THE

RESEIIVE SYSTN'i.

Item No. 6
6/6/60

IICATiON BY NEVI HALPSHIRE BANKSHAMS, 1110., NACEIJA, NE'd HA12311II1:,
FOR PRIOR APPROVAL OF ACQUISITION OF VOTING SHARES OF

THE PEOPLES NATIONAL BANK OF CLAREVONT, CLARETtNT, NEW HATTSHIRE

STATEIT,NT

New Hampshire Bankshares, Inc., Nashua, New Hampshire

("Applicant"), a bank holding company, has applied, pursuant to

section 3(a)(2) of the Bank Holding Company Act of 1956 ("the

Act"), for the Board's prior approval of the acquisition of up

to 60 per cent of the 2,000 outstanding voting shares of The

Peoples National Bank of Claremont, Claremont, New Hampshire

("Peoples").

Views and recommendations of the Comptroller of the 

Currency. - As required by section 3(h) of the Act, the Board

forwarcled notice of the application to the Comptroller of the

Currency. The Comptroller recommended approval of the application.

Statutory factors. - Section 3(c) of the Act requires

the Board to take into consideration the following five factors:

(l) the financial history and condition of the holding com)any

and bank concerned; (2) their prospects; (3) the character of

their management; (4) the convenience, needs, and welfare of the

communities and area concerned; and (5) whether or not the effect

Of the acquisition would be to expand the size or extent of the
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bank holding company system involved beyond limits consistent

with adequate and sound banking, the public interest, and the

Preservation of competition in the field of banking.

Discussion. - Applicant owns a majority of the shares

Of each of six commercial banks in New Hampshire. At midyear

1959 these banks had total deposits of $431156,000.

The city of Claremont, where Peoples is located, is

situated in the west central portion of New Hampshire, in the

Connecticut River Valley. It is described by Applicant as

being primarily an industrial community with an estimated popula-

tion of 15,500. Peoples is one of two commercial banks located

In Claremont, which is also served by a savings bank.

The financial history and condition, prospects, and

management of both Applicant and Peoples are satisfactory.

In respect to the effect of the proposed acquisition on

the convenience, needs, and welfare of the community and area

concerned, Applicant asserts that its control of Peoples would

suPply an added capacity of management and capital, resulting in

the Bank's ability to improve materially the quality and quantity

of banking services provided to its customers and the community.

However, it appears from the evidence that the present management

44d capital position of Peoples are satisfactory.

Although the acquisition would enable Peoples to provide

additional services and thus to some degree add to the convenience

°f those seeking such accommodations, there is no indication in
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the record before the Board that the needs of the community are

not presently being served adequately in all major respects.

Approval of the application would to some extent benefit the

convenience of the community and the area concerned; but in view

of the lack of evidence as to a community need to be served by,

or benefit to the community welfare to result from, this acquisi-

tion, the Board finds no strong support relative to the fourth

statutory factor for approval of this application. At the same

time, the Board finds no adverse considerations in this connection.

An additional judgment required of the Board in its

consideration of this application is whether the effects of the

acquisition proposed would be to expand the size or extent of

Applicant's bank holding company system beyond limits consistent

With adequate and sound banking, the public interest, and the

Preservation of banking competition.

At June 102 1959, Applicant's six banks constituted

8 per cent of the State's total commercial banks and held 11 per

cent of the total deposits of such banks. Acquisition of Peoples

would increase Applicant's control of commercial bank total

dePosits by less than two percentage points. Applicant's sub-

sidiary bank nearest to Peoples is at Wilton, New Hampshire,

vilich, by the most accessible route, is approximately 67 miles

southeast of Claremont, and is the second smallest bank in

APplicant's system. Its largest subsidiary, Indian Head National
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Bank, located located at Nashua, New Hampshire,. approximately 76 miles

southeast of Claremont, had total deposits of $17.5 million at

June 10, 1959.

It was found that an insignificant amount of deposits

of individuals, partnerships and corporations held by the Indian

Head National Bank originated from within the designated primary

service area of Peoples (the area from which at least 75 per

cent of the total amount of its deposits arises). Considering

the fact that Applicant's other subsidiary banks, and Peoples,

range in size from less than one-half to less than one-seventh

of the size of Indian Head National Bank, and in view of the

distances separating Applicant's subsidiaries and Peoples, it

MaY be fairly concluded that the amount of business of Applicant's

banks derived from Peoples' primary service area, and likewise

the business derived by Peoples from the areas in which the Appli-

cant's banks primarily operate, would be negligible. The compe-

tition between Applicant's present subsidiaries and Peoples that

'would be reduced or eliminated, if Peoples were acquired by

koplicant, would therefore be insignificant.

At midyear 1959 Peoples had 49 per cent of the total

clePcsits of the two commercial banks and 28 per cent of the total

deposits of the three banks located in Claremont. At the same

date, Peoples held 19 per cent of the total deposits of the eight

commercial banks in its primary service area and 11 per cent of
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the total deposits of the eleven banks, including savings banks,

in that area. In view of the extent to which New Hampshire law

permits mutual savings banks to compete with commercial banks

for certain types of business, the Board, in determining the

probable effect of the proposed acquisition an banking compe-

tition, has given consideration to the competition offered by

mutual savings banks in the area.

On the basis of the evidence adduced, it does not appear

that Applicant's acquisition of Peoples would result in an undue

concentration of banking resources in the area concerned, nor

Produce results inconsistent with adequate and sound banking,

the public interest, and the preservation of banking competition.

Conclusion. - The above views were incorporated in the

Tentative Statement issued in connection with the Notice of

Tentative Decision published in the Federal Register on May 18,

1960 (25 Federal Register 4403), affording interested persons an

oPportunity to submit comments on, or objections to, the Board's

Proposed action. No comments or objections were received.

Viewing the relevant facts in the light of the general

Nrposes of the Act and the factors enumerated in section 3(c),

it is the judgment of the Board that the proposed acquisition

vould be consistent with the statutory objectives and the public

interest and that the application should be approved.

June 6, 1960
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. Joseph R. Campbell, Vice President,
Federal Reserve Bank of Philadelphia,
Philadelphia 1, Pennsylvania.

Dear Mr. Campbell:

Item No. 7
6/6/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 6, 1960

In accordance with the request contained
in your letter of June 2, 1960, the Board approves
the appointment of Francis J. McGarvey as an assistant
examiner for the Federal Reserve Bank of Philadelphia.
Please advise as to the date on which the appointment
is made effective.

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

Dear Mr. Diercks:

Item No. 8
6/6/6o

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 6, 1960

In accordance with the request contained

in your letter of May 26, 1960, the authorizations

contained in the Board's letters of May 24, 1960,

approving the appointments of Richard G. Mickel and

Edward A. Rusin as examiners for the Federal Reserve.

Bank of Chicago, effective June 22, 1960, are amended

to make the appointments effective June 6, 1960.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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