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Minutes of the Board of Governors of the Federal Reserve System

O n LT
dnesday, July 20, 1960. The Board met in the Board Room at 10:00 a.m.

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

Mr. Sherman, Secretary
Mr. Solomon, Director, Division of Examinations

Mr. Johnson, Director, Division of Personnel
Administration

Mr. Hexter, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division of
Examinations

Mr. Nelson, Assistant Director, Division of
Examinations

Mr. Smith, Assistant Director, Division of
Examinations

Mr. Sprecher, Assistant Director, Division of
Personnel Administration

Mrs. Semia, Technical Assistant, Office of the

Secretary

Discount rates. The establishment without change by the Federal

e Bank of Kansas City on July 15, 1960, and the Federal Reserve
4,111t

°.f. Atlanta on July 18, 1960, of the rates on discounts and advances

14 th—
'1

r 
existing schedules was approved unanimously, with the understanding

that
PP oPriate advice would be sent to those Banks.

Items circulated to the Board. The following items, which had been

ated to the Board and copies of which are attached to these minutes
kltqer

the respective item numbers indicated, were approved unanimously:

14,A
lie,4Z,ato the Chemical Bank New York Trust Company,
lite, 41( City, approving the establishment of a branch

8road Street.

Item No.

1
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7/20/60 -2-

Item No.

!elegram to the Federal Reserve Agent at Richmond
0.11thorizi ng the issuance of a general voting permit
c00, The First Virginia Corporation, Arlington, Virginia,
co-:ell-1.1g stock in Old Dominion National Bank of Fairfax

Annandale, Virginia.

.La:t;ter to the Comptroller of the Currency recommending
4.̀aPr°val. of an application of Danforth Banking Company,

Ellington,
as,eiciciation.Illinois, to convert into a national banking

irjeetter to the Federal Deposit Insurance Corporation

Zding the application of State Bank of Barnum,
arCilm., Minnesota, for continuation of deposit insurance

sYstem 
er vithdrawal from membership in the Federal Reserve

Letter 4
that - -1Iforming the Federal Deposit Insurance Corporation 5
to, no corrective programs have been urged upon or agreed
mi4Y The State Savings Bank of Flat Rock, Flat Rock,
%lacil'gan, that it would seem desirable to incorporate as
li tions to the establishment of a branch in Flat Rock
ho,:L'ent to the proposed merger of the bank with an insured

Ltinember bank.

With respect to Item No. 1 Governor Balderston stated that he
had 8

°ale misgivings about whether the Board gave as careful consideration

2

3

t th

ortet

other

to be

keaatl

red in millions, made it necessary to have numerous banking offices

e establishment of branches in New York City, where branches were

in close proximity to each other, as it did to applications from

areas where the measurement between banking offices was more likely

in miles.

Governor Robertson observed that the population of New York City,
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7/20/60
-3-

near each other in order to give the service needed; a single branch

In an area would not be able to provide needed banking service to the

enPle located in the section. His feeling was that reviews of applications

took account of this factor.

Continuation of supplemental retirement allowances (Items  6 and 7). 
A item

°randum dated July 15, 1960, from the Division of Personnel Administration

had 
been circulated in connection with the provisions of Public Law 86-626,

aPPr°ved July 12, 1960, extending a supplemental increase in benefits pro-

vided
in July 1958 for certain annuitants or their survivors under the

CiVil
Service Retirement System. The 1958 law extended these benefits to

j1111Le 3°, 1960, and the law approved this month extended those benefits to

Jute 
30, 1961. In 1958 the Board had provided similar benefits for Board

Plar,
-" annuitants or their survivors under the Retirement System of the

Sale.

"al Reserve Banks, in accordance with the Board's policy of establishing

1'Y schedules and retirement benefits for its employees similar to those

DroviA
'ed for Civil Service employees. Also, under the Board's policy, the

extenni
Provided under the July 1960 law for Civil Service annuitants

tilt0mA+4
--4.cally would be applied to annuitants under the Board Plan unless

the A.
,o 

ard took action to disallow the extension. The Division of Personnel
Adki_.

ulatration recommended that the Board take no action to prevent the
extensi

n of the supplemental benefits and that the Board authorize the

ent Of approximately $7,900 to the Retirement System of the Federal
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7/20/60 -4-

Reserve Banks to defray the cost of this extension. It was also recommended

that the Board approve the payment of $120 by the Federal Reserve Bank of

14chillond to the Retirement System to continue paying the cost of a similar

berlefit for the widow of Mr. Maurice P. Flagg for the same period. Pro-

ilcssed letters to the Secretary of the Retirement System and to the Federal

Reserve Bank of Richmond carrying out these recommendations were attached

to the memorandum.

The Board approved the recommendations of the Division of Personnel

cliaillastration and the sending of the two letters, which are attached as

Messrs. Johnson and Sprecher then withdrew from the meeting.

Pending merger cases. Governor Robertson stated, in connection

vith t 
he proposed merger of the Harris Trust and Savings Bank with Chicago

RationAl
Dank, both of Chicago, Illinois, that the officers of Harris Trust

vere
allxious to have the Board's decision, to which Mr. Nelson responded

that the file was now in circulation.

Governor Shepardson asked what had occasioned the delay on this
tkaa.,
' and remarked that he had attended a meeting recently at which a

°111,Petri.
-on of the number of cases decided by each of the three Federal

biwk 8

UPervisory agencies had pointed up a contrast between the Board and

the othp-r agencies, and the fact that cases before the Board were longer

erOcess.
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Mr. Solomon replied that the contrast was greatest between the

Board and the Office of the Comptroller of the Currency, but there was

riot 
auch great contrast between the Board and the Federal Deposit Insurance

CorPoration. He said that the application in the Harris Trust and Savings

ca" had been before the Board when the law was changed in May of this year,

811dbecause of the change in the law it became necessary to reprocess it

1111der the new law. The Office of the Comptroller, on the other hand, had

a 1131.ge backlog of cases when the law was changed and followed a different

Drocedure in reprocessing them under the new law. He felt that the procedure

rqlowed at the Board was strictly in accordance with the requirements of

the "1411W and that any delay the Board had experienced could be attributed
to kn 

effort to be sure that procedures and decisions in these early cases

"ollad establish a satisfactory pattern for handling later cases.

Lost check  problem. At Governor Balderstonts request, Mr. Smith

scribed the circumstances surrounding a problem in regard to a lost check.
Tuo

Pe°Ple from Scotland, Mr. and Mrs. Christopher Harvey, had resided in
the 

utilted 
States for many years, during which they had accumulated $30,000.

7/20/60 
-5-

de

Ther de

eided to go back to Scotland and had asked Brown Brothers, Harriman
Cob,

to buy sterling drafts with their money, which had been put in
the

form of three checks for $10,000 each. One of the checks was drawn by
the

tlfati

°1141 Bank, both of Fort Lauderdale, Florida. The check was deposited

.11.11it Federal Savings and Loan Association of Broward County, on Broward
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7/20/60 -6-

by 13rovn Brothers, Harriman in the Philadelphia National Bank, which sent

it to the Jacksonville Branch of the Federal Reserve Bank of Atlanta. The

Bran,a_
sent the check to the Broward National Bank, but the latter never

r"eived it. In each case the check was sent as a noncash item. The

13 and loan association was willing to issue a duplicate check, but

ss
condition to doing so, demanded that Mr. and Mrs. Harvey, who by now

41r
etur1ed to Scotland, provide an indemnity bond as a protection against

the
risk that the first check might be presented by a holder in due course

v°.Yment of it required. The cost of obtaining the bond from a Scottish

would be $400, but it had been found that underwriters in New York

'40111d 
provide it for $150. The Harveys were not willing to pay this fee,

°rt the ground that the responsibility for losing the check was not theirs.

At Governor Balderstonls request, Mr. Smith and Mr. Hexter had

dllafted a letter that the Federal Reserve Bank of Atlanta might send to

he Brovard National Bank pointing out that, having passed through the

iladalPhia National Bank and the Federal Reserve Bank of Atlanta, the

in the 
course of collection. Consequently, the proposed letter stated,

th
anger which an indemnity bond ordinarily protects against that is,

the

Poasibility that the missing check would be presented later by a

kzer

°reed by the fact that several months had passed without presentation

check
4 carried endorsements that would bar payment to anyone except a bank

in due course, could not exist in this case. This conclusion was
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to a.

be

kith
Would ascertain whether a photographic copy of the lost check might

ilr°ellred on the chance that, if it could, the maker of the check would
itleNa

7/20/60
-7-

ot the item. The proposed letter Observed that the Federal Reserve System

welcome a solution in the interest of maintaining abroad the good

rePutation of the American banking system and expressed the hope that the

troward National Bank would discuss the matter with its depositor, explaining

th" in.this situation the issuance of a duplicate check would not involve

811Y risk to the drawer.

There followed a discussion of various factors having a bearing
On 

the ,,iandling of lost checks, during which the point was made that

relstiv 1
- e-LY little risk would appear to attach to issuance of a duplicate

or tail. 4.

8 p10,000 check by the savings and loan association involved. On the

the?
-11.4d, question was raised whether it would be appropriate, either in

terula
Of equity to parties to other lost check cases or in terms of precedent,

tor +I.
e Federal Reserve System to request a firm to assume whatever risk was

/Fed 'without some form of guarantee; and if not, whether the Federal
.erv

e 'would be justified in assuming liability in a case such as this.

At the conclusion of the discussion, it was understood that Mr.

a duplicate without requiring a corporate bond.

14r. Farrell, Director, Division of Bank Operations, entered the room

-es the foregoing discussion.

Shipment of currency to Salt Lake City. Governor Mills referred

13r°Posed letter to the Federal Reserve Banks that was in circulation
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7/20/60
-8-

l""egard to storage of currency in Salt Lake City as a part of the

"lergeneY planning program, involving the transportation and shipment

Of sUbstantial amounts. It was proposed that the loss sharing agreement

"the Federal Reserve Banks be amended to cover the risk. He stated

easQns 1thy, when the matter was placed on an agenda, the Board might

'41 h to give careful consideration to the question whether there was a

for 
teeci

amending the loss sharing agreement to cover such shipments.

Proposed merger of banks in York, Pennsylvania. Governor Robertson

'red to conversations that had taken place with Mr. Myers, Pennsylvania
hat Re

-ecretary of Banking, and Vice President Campbell of the Federal

I've Bank of Philadelphia in regard to a proposed merger of banks in
York,

Pennsylvania. He described the circumstances of the proposed

ReSe

fle e
1° r and the problem that would probably confront the Board in connection

Irith it.

The meeting then adjourned.

Secretary's Notes: Governor Shepardson today

approved on behalf of the Board the following

items:

the 1,0, Memoranda from appropriate individuals concerned recommending
'lowing actions affecting the Board's staff:

°Intalent

:It:11 b., Polly A. Mulville as Clerk in the Division of Research and Statistics,
1113011 cl'irtie annual salary at the rate of $3,760, effective the date of entrance

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



7/20/60

Sal f%

Ct. 

aS e

_9_

fr A Mary M. Durkan, Technical Assistant, Division of Bank Operations,
()m 01,860 to $9,215 per annum, effective July 24, 1960.

Trailer
er

kir Sally J. Hart, from the position of Clerk-Stenographer in the
til. ,!ion of Personnel Administration to the position of Stenographer in
or Leg4. al Division, with no change in her basic annual salary at the rate
'P4,145, effective July 18, 1960.

L8.
pay

Dorothy L. Duvall, Statistical Clerk, Division of Bank Operations,
19r , 1 klY 160 960, until a decision can be reached no later than September 1,

regarding retirement for disability.

It Letter to the Federal Reserve Bank of Philadelphia (attached
No A approving the appointment of Allen G. Smeltz as assistant examiner.

Letter to the Federal Reserve Bank of Dallas (attached Item No. 9)DDro 
ving the appointment of Scott D. Smith as assistant examiner.

Governor Shepardson today noted on behalf of
the Board the death of J. Paul Lynch, Reservation

Clerk, Division of Administrative Services, on

July 11, 1960.

Secretary
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BOARD OF GOVERNORS Item No. 1
OF THE 7/20/60

FEDERAL RESERVE SYSTEM
WASHINGTON 25, O. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 20, 1960

Board of Directors,
Chemical Bank New York
Trust Company,

New York, New York.

Gentlemen:

Pursuant to your requestsubmitted through the
Federal Reserve Bank of New York, the Board of Governors
1PProves the establishment of a branch by Chemical Bank
New York Trust Company at 67 Broad.Strect, 1\t,17. York. This
aPProval is given provided the branch iE eablishd within
six months frdm the date of this letter: md your office
at 30 Broad Street is discontinued simultaneously with the
°Pening of the branch at the new locatten.

Very truly yours

(Signed) Merritt

Kenneth A. Kenyon,
Assistant Secretary.
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TELEGRAM
LEASED WIRE SERVICE

Item No. 2
7/20/60

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

DECKER - RICHMOND

KEBJE

A.

B.

‘.4

July 20, 1960

The First Virginia Corporation, Arlington, Virginia.

Old Dominion National Bank of Fairfax County, Annandale, Virginia.

Prior to the issuance of permit authorized herein, applicant

shall execute and deliver to you in duplicate an agreement in

form accompanying Boards letter S-964 (F.R.L.S. #7190).

Definition of KEBJE

The

(Signed) Merritt Sherman

SHERMAN

Board authorizes the issuance of a general voting permit, under

the provisions of section 5144 of the Revised Statutes of the
United States, to the holding company affiliate named below

after the letter uA", entitling such organization to vote the

stock which it owns or controls of the bank(s) named below

after the letter HP' at all meetings of shareholders of such

bank(s), subject to the condition(s) stated below after the

letter nC". The period within which a permit may be issued

pursuant to this authorization is limited to thirty days from

the date of this telegram unless an extension of time is granted

by the Board. Please proceed in accordance with the instruc-

tions contained in the Board's letter of March 10, 1947, (5-964).
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

tr,43•N`itt:
°44o4.

c°Prptroller of the Currency,Tre
asurY Department,

-astington 25, D. C.

Item No. 3
7/20/60

ADORELiti OFFICIAL CORRE5PONOENCE

TO THE t3OARD

July 20, 1960

Attention Mr. W. M. Taylor,
Deputy Comptroller of the Currency.

Comptroller:

19603 Reference is made to a letter from your office dated May 12,
1,18.24. enclosing copies of an application of Danforth Banking Company,
arid ton, Illinois, to convert into a national banking association
ehon;!questing a recommendation as to whether or not the application

be approved.

A field investigation of the application has not been made
04 

t1" 
:4e Federal Reserve Bank of Chicago has famished us with a report

Allgl,! application based upon the examination of the bank as of
-8619, 1959, and other data available.

The Danforth Banking Company has been a member of the Federal
Eitlelrte SYstem since June 1933. The financial history, capital
Nar,ures earnings prospects, and general character of management are
t ed as satisfactory. The subject bank has served the community
Aceo rrl, Years and it appears that its continued existence is justified.

th k̀'t,, nglY, the Board of Governors recommends favorable consideration
rlatioLapplication of Danforth Banking Company to convert into a

-cLL banking association.

The Board's Division of Examinations will be glad to discuss

e
dezi:'Pects of this case with representatives of your office if you sor.

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.

The Honorable Jesse P. Wolcott, Chairman,
Federal Deposit Insurance Corporation,
Washington 25, D. C.

Dear Mr. Wolcott:

Item No. 4
7/20/60

ADDRESS CIFPICIAL CORRESPONDENCE

TO THE SOARO

July 20, 1960

Reference is made to your letter of July 6,
1960, concerning the application of State Bank of
Barnum, Barnum, Minnesota, for continuance of deposit
insurance after withdrawal from membership in the
Federal Reserve System.

No corrective programs which the Board believes
Should be incorporated as conditions to the continuance of
deposit insurance have been urged upon or agreed to by the
bank.

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.

Item No. 5
7/20/60

ADDRESS OFFICIAL CONRCIIPONCENCE

TO THIC 11113M10

July 20, 1960

The Honorable Jesse P. Wolcott,
Chairman,
Federal Deposit Insurance Corporation,
Washington 25, D. C.

Dear Mr. Wolcott:

Reference is made to your letter of July 8, 1960,
,!egarding the examination to be made of The State Savings
tank of Flat Rock, Flat Rock, Michigan, a member bank, in
connection with a proposed merger with the Peoples Bank of
Trenton, Trenton, Michigan, and the establishment of a branch
at Flat Rock.

No corrective programs which the Board believes
ahould be incorporated as conditions to the establishment
of the branch have been urged upon or agreed to by the
member bank.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS Item No. 6

OF THE 
7/20/60

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 20, 1960

9111-111L.12,a9ALSE111

*8• Valerie R. Frank,Sec Valerie
Retirement System

of the Federal Reserve Banks,
,',ederal Reserve Bank of New York,

York 45, New York.

1)ealltS Frank:

the j In its letter of July 7, 1958, the Board of Governors authorized

CivircorPoration into the Board Plan of retirement an amendment to the

cree.s Service Retirement Act under Public Law 85-465, providing for an in-
kernb e in the retirement allowances payable to members and survivors of
tkset'S of the Civil Service Retirement System. As the law provided for
pro increase from August 1, 1958, through June 30, 1960, the Board ap.

'lied the increases in annuities through that same date.

itieren As Public Law 86-626, approved July 12, 1960, has extended this

toard-se in allowances for an additional year through June 30, 1961, the
thet'of Governors has authorized the continuation of the benefits through

1'48 ?te* As it is desired to pay for the costs of these increased bene-

!,:r°m July 1, 1960, through the period ending June 30, 1961, please

stIrv.4he Board for the cost of the benefits for the qualifying annuitants and
the lvOrs of annuitants on the rolls as of July 1, 1960. We understand that

ka.:28t or providing these benefits for the period indicated will approxi-
97,900.

It will be noted in the attached copy of a letter of this date

Federal Reserve Bank of Richmond that the Board has authorized the

Provir Pay to the Retirement System the sum of $120 for the purpose of

tor m:ing for the continuation of the additional. annuity of $120 per annum

lett.:," Maurice P. Flagg which was originally authorized in. the Board's

-4 Of July 7, 1958, to the Federal Reserve Bank of Richmond.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

4.4t1„
v e
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Ckfidential (FR)

tl:r* Hugh Leach,
is;',_eral Reserve Bank of Richmond,
-cLull°rIci 13, Virginia.

ne41' Mr. Leach:

Item No.
7/20/60

ADORES OFFIDIAL CORRESPONDENCE

TO THE BOARD

July 20, 1960

thatIn its letter of July 7, 1958, the Board of Governors informed
41t04, it had authorized, effective August 1, 1_958, the incorporation
to th""e Board Plan of retirement for employees of the Board an amendment
44ihe Ctvil Service Retirement Act under Public Law 85-465 providing for
lill ease in the retirement allowances payable to members and sur-
' of members of the Civil Service Retirement System.

thi8  Public Law 86-626, approved July 12, 1960, has now extended

1960; ease in allowances for an additional year, for the period July 1,
eotItilivurough June 30, 1961, and the Board of Governors has authorized the

ation of the benefits similar to those afforded under this public
Play a 1-4 this connection, in order that the widow of Mr. Maurice P. Flagg
Iler i tinue to receive the same benefits as would have been payable to
ofC'er the Board of Governors Plan, the Board authorizes the payment
of th ° bY the Federal Reserve Bank of Richmond to the Retirement System
tIl ah! Pederal Reserve Banks for the purpose of continuing the increase
411', 1141,* of $120 per annum for Mrs. Flagg for the period beginning

') 1960, and ending June 30, 1961.

14sabti Under the terms of the law, the Civil Service Retirement and

!0 0rdi tY Fund will provide this increase through June 30, 1961, and

:a.tle d;',g1Y, the Board has approved the increase in annuities through that

vl'ovici—jr• The Board will advise you of any further action concerning the

-"g of the benefits past that date.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS 
Iten No. 8

OW*** 7/20/60
,~4 OF THE

If W -.‹.••=r---,,,....:,4 4

FEDERAL RESERVE SYSTEM....,1 .* WASHINGTON 25. D. C.
4,

a. oa ti
A 4'

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 20, 1960

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

Dear Mr. Campbell:

In accordance with the request contained
in your letter of July 13, 1960, the Board approves
the appointment of Allen G. Smeltz as an assistant
examiner for the Federal Reserve Bank of Philadelphia.
Please advise as to the effective date of the
appointment.

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. L. G. Pondrom, Vice President,
Federal Reserve Bank of Dallas,
Station K,
Dallas 2, Texas.

tear Mr. Pondrom:

In accordance
Your letter of July 13,
appointment of Scott D.
for the Federal Reserve

Item No. 9
7/20/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 20, 1960

with the request contained in
1960, the Board approves the
Smith as an assistant examiner
Bank of Dallas, effective today.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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