
The attached minutes of the meeting of the

Board of Governors of the Federal Reserve System on

October 12, 1960, which you have previously initialed,

have been amended at the request of Governor Mills to

revise his comments in the final paragraph on page 12

and the first paragraph on page 27.

If you approve these minutes as amended, please

initial below.

Governor Szymczak
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Minutes for October 12, 1960

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, October 12, 1960. The Board met in the Board Room at 10:00 a.m.

Was

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. King

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Thomas, Adviser to the Board

Mr. Young, Adviser to the Board

Mr. Hackley, General Counsel

Mr. Noyes, Director, Division of Research and

Statistics

Mr. Farrell, Director, Division of Bank Operations

Mr. Solomon, Director, Division of Examinations

Mr. Hooff, Assistant General Counsel

Mr. Conkling, Assistant Director, Division of

Bank Operations
Mr. Daniels, Assistant Director, Division of

Bank Operations

Mr. Nelson, Assistant Director, Division of

Examinations
Mr. Goodman, Assistant Director, Division of

Examinations
Mr. Sprecher, Assistant Director, Division of

Personnel Administration

Miss Hart, Assistant Counsel

Mr. Young, Assistant Counsel

Mr. Smith, Legal Assistant

Interpretation of Regulation D (Item No. 1). Unanimous approval

given to a letter to the Presidents of all Federal Reserve Banks

regard ing questions that had arisen as to the proper interpretation of

Certain provisions of section 204.3(a) of Regulation D, Reserves of

Member Banks. A copy of the approved letter is attached as Item No. 1.

Mr. Conkling then withdrew from the meeting.
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Question on handling of V-loan (Item No. 2). Under date of

August 28, 1960, Mr. Ralph E. Clarke, Jr., of Geneva, Illinois, writing

on behalf of a group of former employees of Nelson Technical Enterprises,

Inc., St. Charles, Illinois, transmitted a statement signed by several

Of the employees complaining of the manner in which a V-loan guaranteed

by the Department of the Air Force was administered by the Federal Reserve

Bank of Chicago following the bankruptcy of the Nelson firm in 1959.

Copies of the same statement had also been sent to Senator Douglas and

to the Treasury Department, and had been referred to the Board. Following

receipt of Mr. Clarke's letter, the Chicago Reserve Bank was asked to

suPPly full information regarding the matter and did so in a letter dated

September 12, 1960, an accompanying memorandum, and certain supplemental

documents. The available information was summarized in a memorandum from

Mr. Waiter Young dated September 19, 1960, which had been circulated to

the members of the Board.

After discussion, unanimous approval was given to the letter to

Mr. Clarke of which a copy is attached as Item No. 2, with the understanding

that an appropriate reply along the same lines would be sent to Senator

D
ouglas.

Industrial development corporations in Virginia (Item No. 3).

At previous meetings, most recently on October 5, 1960, the Board had

given consideration to a letter from the Federal Reserve Bank of Richmond

raising the question whether State member banks should be permitted to
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participate in the organization of industrial development corporations

now authorized by the laws of the State of Virginia to the extent of

making reasonable contributions toward the capitalization of such a

corporation. It was understood that under Virginia law a bank may

become a "member" of only one such corporation and cannot withdraw for

a period of two years, that it is obligatory upon a bank which is a

member of such a corporation to make loans to the corporation up to 2

Per cent of its capital and surplus, and that a member bank of such a

corporation may acquire stock thereof up to .2 of one per cent of the

bank's capital and surplus.

In a memorandum dated October 10, 1960, copies of which had been

distributed to the members of the Board) Mr. Hackley reported having

made inquiry as to whether the Office of the Comptroller of the Currency

had taken a definite position regarding the authority of national banks

in Virginia to purchase stock of industrial development corporations in

that State. It appeared that no position had been taken by that Office

with respect to Virginia corporations but that the Comptroller's Office,

if asked for an interpretation, almost certainly would take the same

Position as it had taken with respect to a similar industrial development

corporation in Kentucky; namely) that contributions by national banks

that were reasonable in amount might be properly regarded as legitimate

advertising or business expense, and that there would be no objection to

the acceptance of stock as evidence of the contribution) if in the
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judgment of the bank's directors the amount was reasonable in relation

to the size and earning capacity of the bank and provided the amount of

the contribution was shown on the books as a business expense and the

stock received was not carried as an asset of the bank.

In his memorandum, Mr. Hackley also reported having taken the

matter up with the Federal Reserve Bank of Richmond in an effort to

determine the extent to which purchases of stock by State member banks

would be necessary to the capitalization of Virginia development corpo-

rations. Discussions by a representative of the Reserve Bank with leading

bankers interested in the newly organized Virginia Industrial Development

C°rPoration indicated that there was no concern as to whether stock of

the corporation would be purchased by member banks, that failure of banks

to Purchase stock would in no way affect the ability of the corporation

to operate successfully, that reliance was being placed on "membership"

Of banks in order to provide loans to the corporation, but that it was

contemplated that the stock would be held generally by insurance companies

and business corporations. Banks with a lending limit of less than

*10)000 were not being asked to become members of the corporation, but

the Executive Director of the Virginia Industrial Development Corporation

aPparently would like to see stock of the corporation sold to small banks

that were not being sought as "members".

Submitted with Mr. Hackley's memorandum was a revised draft of

letter to the Federal Reserve Bank of Richmond expressing sympathy with
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the objective of industrial development corporations and indicating that,

although the Board questioned the wisdom and propriety of a commercial

bank entering into a long-term commitment to make loans, the Board had

not disapproved of bank membership in corporations of this type provided

the membership did not extend to more than one such corporation. The

letter would also indicate that the Board saw no objection to a member

bank making a contribution to such a corporation to aid in its capitali-

zation if the amount was such, in relation to the size and earning

capacity of the bank, that it might reasonably be regarded as a legitimate

business expense. However, in view of the prohibition contained in

section 5136 of the Revised Statutes, made applicable to State member

banks by section 9 of the Federal Reserve Act, any contribution made by

a State member bank to an industrial development corporation should not

be accompanied by a purchase of stock of such corporation.

Following comments by Mr. Hackley based on his memorandum, there

ensued a discussion during which Governor Mills commented that the problem

aPPeared to be essentially of a public relations nature. After referring

to the position that had been taken by the Comptroller of the Currency,

he went on to say that it seemed of little consequence whether the

contribution to such a corporation was acknowledged merely by a receipt

01" Whether it was in the form of a stock certificate. In this connection,

he noted that it is a general practice for the directors of banks, with

the authorization of their shareholders, to set up funds with which
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contributions can be made at the discretion of management. He did not

feel that the making of a contribution by a member bank to an industrial

development corporation or the membership of a State bank in such a

corporation would conflict with the statute, or that Board approval would

establish a precedent that the Board might find difficult in more important

instances in the future. For these reasons, and in the light of the public

relations aspects of the matter, he felt that it would be a step backward

to object to the purchase of stock in such a corporation by State member

banks, particularly when, as indicated in Mr. Hackley's memorandum, the

Executive Director of the Virginia Industrial Development Corporation

aPParently would like to see stock of the corporation sold to smaller

banks. However, he felt that the matter was relatively unimportant, and

if the Board was inclined to adopt a more technical position that would

be agreeable to him.

Certain suggestions then were made for minor changes in the

language of the proposed letter, following which approval was given to

4 letter to the Federal Reserve Bank of Richmond in the form attached as

Item No. 3.

Mr. Walter Young then withdrew from the meeting and Mr. Hexter,

Assistant General Counsel, entered the room.

Questions raised by First Bank Stock Corporation (Item No. 4). 

There had been distributed to the members of the Board copies of a memo-

from the Legal Division dated October 6, 1960, with regard to
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certain questions that had been raised by First Bank Stock Corporation,

Minneapolis, Minnesota, as to whether transactions described in a letter

from the Corporation dated September 30, 1960, involved, or would involve,

violations of sections 3 or 4 of the Bank Holding Company Act. It

appeared that three banks in the area of Billings, Montana, had filed

suit against First Bank Stock opposing the opening for business of the

Valley State Bank, Billings, Montana, the complaint charging that First

Bank Stock acquired stock of this bank when it was being organized prior

to the date of enactment of the Bank Holding Company Act, that at that

time and ever since the bank had not actually constituted a "bank" since

it had not opened for business, and that therefore First Bank Stock had

violated section 4 of the Act by retaining shares of a nonbanking corpo-

ration. The complaint also charged that the opening of the bank for

business would involve an acquisition of bank stock without prior approval

°r the Board in violation of section 3 of the Act.

Submitted with the memorandum of the Legal Division was a draft

Of letter to First Bank Stock Corporation which took the position that,

in the circumstances described, no violation of either section 3 or section

4 of the Bank Holding Company Act was involved. In view of the possibility

that such a letter might be introduced into evidence in the pending

litigation, the draft contained a concluding paragraph indicating that,

since the Bank Holding Company Act provides criminal penalties for viola-

06, 
an authoritative determination of the questions presented could be

made only by the Department of Justice and the courts.
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There being general agreement with the position proposed to be

taken in the letter to First Bank Stock Corporation, discussion of the

item related principally to whether the inclusion of the proposed final

Paragraph was necessary and appropriate. After reasons had been stated

for and against the inclusion of such a statement, it was the consensus

that the paragraph should be omitted on the grounds that it would be

understood by the parties to the litigation and by the court that enforce-

ment of the Bank Holding Company Act, as a criminal statute, falls within

the Jurisdiction of the Department of Justice and that final authoritative

inte rpretation of the provisions of the Act would rest with the courts.

Accordingly, unanimous approval was given to the letter to First

Bank Stock Corporation of which a copy is attached as Item No. 4.

Mr. Smith then withdrew from the meeting and Mr. Fauver, Assistant

to the Board, entered the room.

Protest of proposed merger in California (Item No. 5). At its

meeting on October 7, 1960, the Board gave consideration to a letter from

the Federal Reserve Bank of San Francisco transmitting a letter of protest

from Mr. J. E. Morrison relating to the proposed merger of the Northern

CoUnties Bank, Marysville, California, into Wells Fargo Bank American

Trust 
Company, San Francisco, California. It appeared that Mr. Morrison,

a former director of Northern Counties Bank who still acted as one of

three trustees under a voting trust agreement that controlled over 70

Per cent of the stock of the bank, claimed that the shareholders and
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other interested parties were not given full information with respect to

bids for the bank msde by three different banking institutions. In a

telegram sent to the San Francisco Reserve Bank, the Board expressed the

view that the complaint would be principally of concern to the State

Superintendent of Banks, that any investigation such as requested by Mr.

Morrison should be made by the State authorities, but that there would

be no objection to the Reserve Bank's joining in such an investigation

If invited by the State authorities. The telegram also stated that it

would seem appropriate to avoid furnishing copies of the complaint to

the banks concerned at this time, particularly since such information

might be furnished to them by the State Superintendent.

Mr. Hackley reported that subsequently he received a telephone

cell from Mr. O'Kane, Vice President and General Counsel of the Federal

Reserve Bank of San Francisco, who said the Office of the State Superin-

tendent had expressed the view that, since the complaint related to a

Proposed merger over which the Board had jurisdiction, it would not be

aPPropriate for the State authorities to give a copy of Mr. Morrison's

letter to Counsel for Wells Fargo Bank American Trust Company unless the

13(perd agreed. In the circumstances, Mr. O'Kane inquired whether it

w°111d be appropriate for the Reserve Bank to supply a copy of Mr. Morrison's

letter to Counsel for Wells Fargo.

Mr. Hackley commented that a question of procedure and policy was

involved. The furnishing of the letter in this case might suggest that
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in future cases involving bank mergers and holding company applications,

anY written comments received from the public should be furnished to

the applicant. In favor of such a procedure, one might say that it

would be in accord with the principles of due process for an applicant

to know of any objections received in order to be able to make reply. On

the other hand, it might be argued that when, for example, a Federal

Reserve Bank makes an investigation of a proposed merger or holding

company application it may obtain adverse comments from competing banks

Or others which are included in the Reserve Bank's memorandum to the

Board but are not made available to the applicant. If adverse comments

were received by the Board directly, it might be argued that there was

little difference in principle.

Mr. Hackley indicated that although he had some sympathy for the

view that an objection to a proposal should be made available to the

applicant, he thought it was questionable whether that should be done

as a matter of general procedure. In this particular case, he suggested,

the Reserve Bank might inquire of Mr. Morrison whether he would object

to sending a copy of his letter to Wells Fargo or whether he would have

all,Y objection to the Federal Reserve Bank furnishing a copy of the letter.

In discussion of the matter, Governor Mills commented that

essentially this appeared to be an internal issue having to do with various

illerger oPportunities offered the Northern Counties Bank. However, Mr.

Morrison had felt called upon to bring the matter to the attention of the
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supervisory authorities. Governor Mills questioned whether this was the

right avenue of approach; in a case like this it would seem that the

Objection should be spread before the shareholders of the bank and that

they should enjoin the merger if they chose to do so. In any event,

however, he doubted that the communication should be transmitted to the

applicant bank. He felt strongly that comments, whether loose or valid,

submitted to the Board on pending applications coming within its juris-

diction should be held in confidence and not made available to other

parties.

There followed discussion of the circumstances involved, during

which it was stated that Wells Fargo apparently was not aware of the nature

of Mr. Morrison's complaint but was aware that some comment had been

received regarding the proposed merger. It appeared that the issue raised

by Mr. Morrison was primarily of importance to the bank to be absorbed.

While it was therefore not entirely clear why it would be important for

Wells Fargo to have a copy of Mr. Morrison's letter, the suggestion was

made that if the Federal Reserve Bank felt strongly about the matter it

should endeavor to obtain Mr. Morrison's consent to the furnishing of the

letter and refer the matter back to the Board if such consent could not

be 
obtained.

Governor Mills then referred to the situation that arose in

connection with the application of First Bank Stock Corporation to acquire

shares of the First Eastern Heights State Bank of St. Paul when parties
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oPposing the proposed acquisition sought to participate in the oral

argument. Representatives of First Bank Stock were asked whether they

would have objection and although no objection was indicated, Governor

Mills felt that First Bank Stock had been placed in an embarrassing

Position by having the question raised by the Board. In the same manner,

he felt that Mr. Morrison would find it difficult to interpose objection

to his letter being furnished to Wells Fargo if the question were raised

With him by the Federal Reserve Bank. He again stated that he had a

strong feeling about keeping in confidence any communications that the

Board might receive on such a matter.

There ensued comments concerning the procedures followed generally

by the Board in matters of this kind, after whiclh Governor Mills was asked

Why he felt that Mr. Morrison would feel constrained to agree to the

furnishing of a copy of his letter to Wells Fargo if the question should

he raised with him.

Governor Mills replied that the Northern Counties Bank evidently

Wished to enter into a merger and that there were financial values involved.

If Mr. Morrison did not want to have his letter transmitted, he would in

effect be telling the agency having jurisdiction over the pending merger

that he was not prepared to have his problem exposed to the other party

to the proposed transaction. In the light of the fact that Mr. Morrison

14°1111- apparently like a merger to go through, Governor Mills believed that

he would be put in a difficult position if he felt constrained to follow

Whatever procedure the Board suggested irrespective of the fact that it

might be contrary to his own wishes.
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Further comments then were made concerning the nature of Mr.

Morrison's complaint, and there was a suggestion that Mr. Morrison m
ight

be asked whether he would be willing to transmit to Wells Fargo a copy

Of his letter omitting the portions thereof dealing specifically with 
the

Purported bids of other banking institutions.

In reply to a question regarding the reason for the view of the

San Francisco Bank that a copy of the letter should be given to Wel
ls

Fargo, Mr. Hackley said the Bank appeared to feel that this should be

done as a matter of principle, on the theory that the applicant 
should

be advised of objections received in order to be able to make a re
ply.

In this connection, Governor Robertson noted that no reply on t
he

Part of Wells Fargo appeared to be required at this time. The complaint

had asked that an investigation be conducted and the matter appeared to

be one of primary concern to the State authorities. If such an investigation

vere made, the facts would be brought out and presumably would be made

41own to Wells Fargo.

After further discussion, Chairman Martin expressed doubt that

Mr. Morrison would be placed in a difficult position if it were made 
clear

to him that the raising of the question did not constitute a request for

him to release his letter to Wells Fargo. If he had an objection, that

lioUld be a different matter.

The Chairman then asked Mr. Hackley for his recommendation, and

Mr- Hackley replied that he would recommend that the Federal Reserve Bank
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Contact Mr. Mr. Morrison, indicate that in the Reserve Bank's opinion the

complaint involved primarily an internal matter relating to the aff
airs

of Northern Counties Bank, ask Mr. Morrison if he had sent a copy of his

letter to Wells Fargo, and, if he had not, inquire whether he would obje
ct

to a copy being transmitted by the Reserve Bank. In so doing, the Reserve

Bank would make clear to Mr. Morrison that the raising of the questio
n

with him did not constitute a request that he furnish a copy of his letter

to Wells Fargo or permit the Reserve Bank to transmit a copy.

After further discussion, it was agreed that the Federal Reserve

Bank of San Francisco should be advised along the lines recommended by

Mr. Hackley, Governor Mills dissenting for the reasons he had stated
.

Secretary's Note: Attached as Item No. 5 is

a copy of a telegram that was sent to the

Federal Reserve Bank of San Francisco in

confirmation of statements made by Mt. Hackley

to the Bank in telephone conversation pursuant

to the Board's action.

tar. Hooff then withdrew from the meeting.

Request of Continental Bank and Trust Company (Item No. 6).

Counsel for The Continental Bank and Trust Company, Salt Lake City, 
Utah,

haa submitted a request that the Board relieve the bank from compliance

with the Board's Order of July 18, 1960, to increase its capital, pending

the conclusion of the suit filed on behalf of the bank in the United

States District Court for the District of Columbia. A memorandum from

the Legal Division dated October 10, 1960, copies of which had been

distributed to the members of the Board, indicated that the request had
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been discussed by the Legal Division with a representative of the Depart-

ment of Justice, who strongly favored granting the request for reasons

stated in the memorandum. It was the recommendation of the Legal Division

that the request be granted, and there was submitted with the memorandum

a draft of reply to Counsel for Continental intended to serve that purpose.

While no objection was indicated to the recommendation of the

Legal Division, members of the Board made certain suggestions, which were

accepted, with respect to the language of the proposed letter. Thereafter,

unanimous approval was given to a letter to Counsel for The Continental

Ballk and Trust Company in the form attached as Item No. 6.

Request of Northwest Bancorporation (Item No. 7). On October 4,

1960) Northwest Bancorporation, Minneapolis, Minnesota, submitted through

the Federal Reserve Bank of Minneapolis comments on and objections to

the Board's recently published tentative decision to disapprove the

aPPlication of Northwest to acquire stock of the First National Bank of

PiPestone, Pipestone, Minnesota. The memorandum concluded with a request

(1) that the Board reconsider its decision in the light of what the

843Plicant believed to be the true facts and a correct interpretation of

section 3(c)(5) of the Bank Holding Company Act, and (2) that, if the

4PP1icant's statements were questioned, it be permitted to prove them,

e't a formal hearing before a trial examiner if the Board so desired.

A memorandum from the Legal Division dated October 10, 1960,

Q°Pies of which had been distributed to the Board, brought out that no
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new facts or arguments had been presented that clearly justified a hearing.

It vas recommended, therefore, that the Board advise Northwest that it

would consider any written material that Northwest might wish to submit

containing factual evidence in support of the assertions made in the

memorandum or arguments relating to the question of the proper interpre-

tation of the statute. A draft of proposed reply to Northwest was

submitted with the memorandum.

In commenting upon the memorandum, Mr. Hackley pointed out that

in a recent case BancOhio Corporation had been granted a hearing before

a hearing examiner when it protested a tentative decision of the Board

to deny an application by that company. He expressed concern that a

Pattern might develop where a hearing would be ordered in practically

everY case in which the Board decided to turn down an application. Even

though there were only one or two more cases that would involve the

tentative decision procedure, nevertheless a pattern might be established

according to which an applicant holding company would always expect a

hearing, whereas the law does not require a hearing and leaves the matter

tcl the Board's discretion except in cases where the Comptroller of the

CurrenoY or the State authorities, as the case may be, recommend unfavorably

°4 an application.

While there was no disagreement with the recommendation of the

Legal Division, members of the Board and Mr. Hackley made several

slIggestions with regard to modification of the language of the proposed
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reply to Northwest Bancorporation. After consideration of these suggestions,

unanimous approval was given to a letter in the form attached as Item No. 7.

Application of Deposit Guaranty Bank & Trust Company (Item No. 8).

At its meeting on October 5, 1960, the Board gave consideration to the

aPPlication of Deposit Guaranty Bank & Trust Company, Jackson, Mississippi,

for consent to merge with the Bank of Hazlehurst, Hazlehurst, Mississippi,

and for approval of the establishment of a branch by the continuing bank

at the present location of the Bank of Hazlehurst. It was the consensus at

that time that the application should be denied. Subsequently, pursuant

to an understanding at the October 5 meeting, Mr. Solomon discussed the

application further with the Federal Reserve Bank and found that the

Reserve Bank did not care to offer additional comments in support of its

favorable recommendation.

Prior to this meeting, there had been distributed to the Board

c°Pies of a draft of letter to the applicant bank denying its application.

After discussion, the proposed letter to Deposit Guaranty Bank &

lirust Company denying the application was approved, Governor King abstaining.

4 copy of the letter is attached as Item No. 8.

Mr. Nelson and Miss Hart then withdrew from the meeting and Mr.

ShaY Legislative Counsel, entered the room.

Request of Congressman Patman (Item No. 9). There had been

distributed to the members of the Board copies of a draft of letter to

C°11gressman Patman which would transmit, on the basis of information
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furnished by the Federal Reserve Banks in response to the Board's letter

Of August 30, 1960, a listing by title and position classification, but

not by name, of the officers and employees of each Federal Reserve Bank

Nit° had received training at banking schools conducted by the American

Institute of Banking or who had attended schools of banking sponsored,

conducted, or approved by banking associations.

After discussion the proposed letter, a copy of which is attached

aS Item No. 9, was approved unanimously for transmittal to Mr. Patman.

Mr. Sprecher then withdrew from the meeting and Messrs. Dembitz,

Associate Adviser, Division of Research and Statistics, and Smith, Assistant

Director, Division of Examinations, entered the room.

Letter to Mr. Bolton (Item No. 10). There had been distributed

to the members of the Board copies of a draft of letter to Mr. James C.

13°1ton, Chairman of Rapides Bank & Trust Company, Alexandria, Louisiana,

In reply to Mr. Bolton's letter of September 26, 1960, expressing certain

views with respect to reserve requirements, particularly the impact upon

batiks of Board actions relating to the amounts of vault cash eligible to

be counted as required reserves.

Question was raised whether, instead of sending a formal reply,

the matter might be handled by arranging for the Vice President in charge

Of the New Orleans Branch of the Federal Reserve Bank of Atlanta to call

1113on Mr. Bolton and discuss the questions that he had raised. After

e°4sideration of this alternative, it was agreed that it would be desirable
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to send the proposed reply, over Chairman Martin's signature, and also

to arrange through the Atlanta Reserve Bank for a representative of the

Bank to visit Mr. Bolton on some appropriate occasion for further

discussion of the subject.

Accordingly, unanimous approval was given to the letter to Mr.

Bolton, a copy of which is attached as Item No. 10, with the understanding

that a copy would be sent to the Atlanta Bank and the suggestion made

that a representative of the Bank call upon Mr. Bolton.

Mr. Dembitz then withdrew and Mr. Sammons, Associate Adviser,

Division of International Finance, entered the room.

Handling of unissued Federal Reserve notes (Items 11, 12, and 13). 

At their meeting on December 14, 1959, the Presidents of the Federal

Reserve Banks gave consideration to a report of the Subcommittee on Cash,

Leased Wire, and Sundry Operations dated November 19, 1959, with regard

to Procedures at the Reserve Banks for handling shipments of unissued

Federal Reserve notes from the Comptroller of the Currency. This study

had been made at the suggestion of the Board, and there was discussion

of the subject at the meeting of the Board and the Presidents on December

15) 1959. In a letter dated December 23, 1959, President Irons of the

Federal Reserve Bank of Dallas explained the reasons for his position

regarding the recommendations contained in the Subcommittee report.

The questions at issue, the recommendations of the Subcommittee,

the action of the Presidents' Conference with respect to them, and the
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points brought out in discussion between the Presidents and the Board

were presented in a memorandum from the Division of Bank Operations dated

July 29, 1960, which had been circulated to the Board.

The first question discussed in the memorandum was at what point

dual custody of unissued notes by the Federal Reserve Bank and the Federal

Reserve Agent should begin, in the light of the provision of the Federal

Reserve Act which specifies that all Federal Reserve notes issued to or

deposited with any Federal Reserve Agent shall be held in the joint

custody of the Agent and the Reserve Bank. The Subcommittee had recommended

that joint custody begin at the time a shipment is receipted for to the

1008.1 Post Office or when the shipment is accepted from a hired carrier

tliet has previously receipted for it to the local Post Office, this

recommendation reflecting the belief that joint control should commence

at the earliest possible starting point. Also raised by the Subcommittee,

but not answered, was the question whether for this purpose employees in

8 Post Office contract station on Reserve Bank premises could be regarded

48 Post Office Department personnel.

An alternative procedure, favored by the Division of Bank Operations,

was that joint custody should begin when pouches containing unissued notes

4re opened and the contents verified. The justification stated for this

ctlternative was that pouches containing notes are no different from other

41411 received by the Reserve Bank and that until the pouches are delivered

t0 the addressee, it does not matter which persons sign receipts to the
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local Post Office, who accompanies the shipment in the process of delivery

to the Reserve Bank building from the local Post Office or railroad

station, haw the pouches are transported to the Reserve Bank, or whether

the pouches are delivered at the Bank to a Post Office substation or to

the Bank's Mail Department. The memorandum pointed out that security was

not involved under either procedure, the question being solely one of

adherence to a legal requirement.

The second question was whether an officer of the Reserve Bank

must be present when pouches containing shipments of unissued Federal

Reserve notes are opened, it being pointed out that the receipt of the

Pederal Reserve Agent for Federal Reserve notes, a form used by the Office

Of the Comptroller of the Currency, contains a certification for execution

by an officer of the Federal Reserve Bank stating that he was a witness

to the delivery of the notes to the Agent. This certification requirement,

aloParently traceable to a resolution adopted by the Board in 1917, was

believed to be obsolete and informal approval of the Comptroller's Office

had been obtained for revising the form of receipt. To clarify the

record, a draft of letter to the Comptroller of the Currency indicating

that the Board would have no objection to revision of the form to provide

that the witness to the delivery of notes might be any duly authorized

15eraon at a Reserve Bank was submitted with the memorandum.

On a third question of procedure, the Subcommittee had expressed

the 
view that it would be desirable that an officer represent the Reserve
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Bank when notes are deposited in the vault under joint control of the

Federal Reserve Agent and the Bank, and the Presidents had voted in favor

of such a procedure. However, the Board's staff felt there was no legal

requirement or outstanding instruction which would preclude the officer

charged with joint custody of unissued notes from delegating to a

representative the responsibility for being present when the notes are

Placed in the vault, end that this matter might be left to the discretion

of the management of each Reserve Bank. It was proposed that this be

made clear in an amendment of the outstanding instructions to the Reserve

Banks regarding custody of Federal Reserve notes and collateral in the

hands of the Agent. It was proposed to submit the revised instructions

to the Board for approval in a separate memorandum.

In addition to the proposed letter to the Comptroller of the

Currency, there were submitted with the memorandum from the Division of

Bank Operations a draft of letter to President Irons and also a draft

°f letter to all Federal Reserve Banks and Federal Reserve Agents containing

alternative paragraphs on the question as to when joint custody of unissued

Federal Reserve notes should begin.

In a memorandum from Mr. Hexter dated September 27, 1960, which

had been circulated to the Board, the view was expressed that the

1)(38ition that joint custody should begin when pouches containing shipments

Of Federal Reserve notes are opened in the Federal Reserve Banks would

e°111lict with a basic principle of section 16 of the Federal Reserve Act,
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for it would permit Reserve Bank personnel not assigned to the Federal

Reserve Agent to receive the pouches at the local Post Offices and to

hold exclusive possession of the unissued notes until they inform the

Agent's representative that the pouches have arrived and are ready to

be opened. In the intervening period the Reserve Bank would have

exclusive possession end control of the unissued notes without having

applied to the Agent for such notes and without having delivered to the

Agent the collateral required under section 16 of the Act. As long as

the current provisions were in the Federal Reserve Act, it was felt that

they should be complied with fully and that the beginning of joint custody

When the mail pouches are opened would not constitute full compliance.

Neither was it believed that compliance would be fully achieved if notes

were receipted for when a shipment was accepted from a carrier hired by

the Reserve Bank who had previously receipted for it to the local Post

Office.

After Mr. Farrell had commented on the questions under consider-

and had summarized the views of the Division of Bank Operations,

Hexter commented that the question as to when joint custody should

begin involved a clear case of conflict between the requirements of

st
atutvry provisions and what would appear to be the more desirable

al'rangement from the standpoint of operations. He pointed out that when

the Federal Reserve Act was passed there was a feeling that the Federal

Re see Banks, like national banks, should not be entrusted with unissued
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notes until they had put up collateral and obtained the notes from the

Board of Governors via the representative of the Board at the Federal

Reserve Bank. Therefore, a principal function of the Federal Reserve

Agent was to have the unissued notes in custody, so that when the

Federal Reserve Bank needed them it could apply and he could deliver the

notes. Views regarding the need for such procedures may have changed

somewhat over the years; in fact, consideration was given to asking for

elimination of certain procedures in connection with the Financial

Institutions Act, but after discussion the question was not raised by the

Board. Therefore, the law still stood as it was enacted in 1913, and

from a legal standpoint the procedures required by the statute should be

e°mPlied with fully.

After further discussion, during 'which it was noted) among other

things, that the practices of the Federal Reserve Banks in respect to the

receipt and handling of unissued Federal Reserve notes were not uniform

and- that the rotary locked pouches containing unissued notes were not

susceptible to tampering, the view was expressed by a majority of the

13(34rd that it would be appropriate to take the position that joint custody

unissued Federal Reserve notes addressed to the Federal Reserve Agent

e°111d reasonably begin when the locked pouches were opened and the contents

verified.

Governor Robertson stated that he would prefer to follow the

language of the law literally for the present, and to attempt to have
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the law amended. This 'would mean that Federal Reserve Banks not following

certain procedures would have to change their practices and some additional

time would be involved. However, he would rather follow those procedures

than risk a charge that the Federal Reserve Banks were not complying with

the statute.

Thereupon, approval was given to the letters to all Federal Reserve

Banks, the President of the Federal Reserve Bank of Dallas, and the

Comptroller of the Currency of which copies are attached as Items 11, 12, 

and. 13, respectively, Governor Robertson dissenting to the extent indi
cated

for the reason he had stated.

Examination  of Edge Act corporations, agreement corporations, and

foreign branches of State member banks (Items 14 and 15). On July 9, 1958,

the Board approved a recommendation of Governor Robertson that the Federal

Reserve Bank of New York be requested to set up a smell group of examiners

(1) to examine the head office of each Edge Act and agreement corporation

a.rici to make a survey of the operations of its foreign branches and offices,

8116' (2) to examine the information available at the head office of each

State member bank with respect to the activities of each of its foreign

braziches - apart from the regular examinations of the operating bank. In

4 letter dated July 30, 1958, the New York Reserve Bank was authorized

44a directed to proceed with the program. The Board's approval of the

ilr°gram was on an experimental basis, with the understanding that a

decision as to the frequency of the proposed surveys would be made after
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the first round of surveys and examinations was completed, and that any

Special problems would be brought to the Board's attention. An interim

report on the revised examination program was made to the Board on June

22, 1959.

In a memorandum dated September 13, 1960, the Division of Exami-

nations reviewed the progress of the program and expressed the view that

the Board would be warranted in continuing the authorization originally

given on an experimental basis. Accordingly, it was recommended that

the procedure in effect for the past two years be continued, and attached

to the memorandum was a proposed letter to the Federal Reserve Bank of

New York, along with a proposed letter to the Federal Reserve Bank of

Philadelphia concerning Philadelphia International Investment Corporation.

A8 to the procedure for designating examiners, it was recommended that

examiners conducting examinations of Edge Act and agreement corporations

644C1 surveys of overseas branches of State member banks, Edge Act corpo-

rations, and agreement corporations, as well as examiners and assistant

examiners participating regularly in such examinations and surveys, be

rilrnished with appropriate credentials as examiners for the Board of

Governors, but that any person approved by the Board of Governors as an

e aminer, assistant examiner, or special assistant examiner for a Federal

Reserve Bank be permitted to assist in such examinations and surveys

/ithout specific authorization from the Board.
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During discussion of the matter, Governor Mills raised the question

Whether the provisions of the law relating to the examination of Edge Act

aM agreement corporations would be complied with fully by making surveys

at the head office of the operations of such a corporation's foreign branches

and offices. He pointed out that this procedure precluded personal contact

With individuals responsible for the management of foreign branches and

offices and appraisal of their capacity. Also, the books of the branches

and offices were of course not available to the examiner. All told,

Governor Mills was of the opinion that the procedures now being followed

were inconsistent with the orthodox type of examination that is seemingly

required by statute and expected by the banking institutions subject to

examination by a Federal regulatory agency.

Mr. Solomon responded that in essence the problem seemed to come down

to the question of what the examining authorities considered essential to do

the job. One might argue that it was necessary to go into branches as well

as the head office frequently and conduct examinations. On the other hand,

04e might feel that a satisfactory job could be done by spot checks and

Partia1 investigations, so that the examiner might reasonably satisfy himself

as to the

basis, it

facts and

would not

initial examination

Preclude going into

We 
developed that seemed to require further checking. Under certain

circumstances, an examination of a branch or branches might be called for

4131ediately, but the frequency of visits to the branches could be cut down.

pursue such leads as might be developed. On the latter

seem unreasonable to follow a practice of making the

at the head office, with the thought that this would not

the branches at any time, particularly if any matters
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Mr. Goodman noted that as a practical matter the problem in

respect to Edge Act and agreement corporations was limited almost exclusively

to branches of Bank of America, New York. Originally, he said, it had

been his feeling that foreign branches should be examined with some degree

Of frequency, but experience thus far under the revised program had tended

to bear out the point of view of Governor Robertson in making the original

proposal. As he understood it, it was implicit in the whole program that

if it should be found desirable, for any reason, to examine any particular

branch an actual on-the-spot examination would be made. As to Bank of

America, it had been found that there was not as much information available

at the head office as might be desired, but it was hoped that Bank of

America would adopt suggestions that had been made by the examiner for

4ugmenting the availability of data at the head office.

With respect to foreign branches of State member banks, Mr.

G°4°Idman said that it had been found in making head office surveys that

More information was available concerning the branches than had been

thought, even by the banks concerned. In the opinion of examiners who

had made these surveys, they may have been helpful to the banks themselves

14 improving operational procedures. All important lines of credit, he

noted; customarily are approved at the head office, and in making on-the-

810ot examinations of foreign branches it is often necessary to resort to

formation at the head office.

Governor Robertson said he understood it to be the feeling of the

examiners who had made these surveys that they were getting a more complete

Picture of the foreign operations of the banks concerned at any particular
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time than by going to each individual foreign branch. As Mr. Goodman

had pointed out, many of the credits of foreign branches are actually

approved by the head office on the basis of information in the possession

Of that office. Also, under the current procedure more frequent surveys

were being made of entire branch systems than could be done in any other

Y. All of the evidence indicated that this was a better procedure than

making on-the-spot examinations, and it was much more economical.

In response to a question, Mr. Goodman verified that there had

been no strong resistance to the suggestions made by examiners conducting

surveys at the head offices concerning improved availability of data on

branch operations.

Thereupon, Governor Mills' questions having been noted, the

recommendations contained in the memorandum from the Division of Examinations

Were approved. Copies of the letters sent to the Federal Reserve Banks of

New York and Philadelphia pursuant to this action are attached as Items 14

--a__•c1 L-581 , respectively.

Visit of investment bankers. Chairman Martin noted that, upon

equest, arrangements had been made for members of the Government Securities

C°Mmittee of the Investment Bankers Association to visit the Board's offices

at 11:00 a.m. on October 26, 1960, for informal discussion with staff

economists and any members of the Board who might wish to participate.

The members of the staff then withdrew and the Board went into

e ecutive session.
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Assignment for Mr. Deming (Item No. 16). The Secretary was

informed later by Governor Szymczak that during the executive session

the Board gave consideration to a letter dated October 11, 1960, from

The Honorable Douglas Dillon, Acting Secretary of State, regarding a

proposed assignment under which President Deming of the Federal Reserve

Bank of Minneapolis would be made available for a period of approximately

one month, starting on or about November 15, 1960, to serve as a consultant

in connection with the program of the International Cooperation Adminis-

tration in China (Formosa), under an arrangement whereby Mr. Deming's

selarY would be paid by the Reserve Bank and the International Cooperation

Administration would pay his transportation and per diem. The Secretary

was advised that the request contained in Mr. Dillon's letter had been

aPProved by the Board, with the understanding that the reply to Mr.

Dillon would also indicate that there would be no objection to extension

Mr. Deming's assignment to include visits to certain places other than

?°rmosa for the purpose of appraising projects of the International

Cooperation Administration. A copy of the letter sent pursuant to this

action is attached as Item No. 16.

The meeting then adjourned.

Secretary's Notes: Governor Shepardson approved

on behalf of the Board on October 10, 1960, a

memorandum from the Division of Research and

Statistics dated October 3, 1960, recommending
that Daviette H. Stansbury, Research Assistant in

that Division, be authorized to take leave without

pay each business day from 3:15 p.m. to 5:15 p.m.

for an additional period of six months, beginning

October 17, 1960.
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Governor Shepardson noted on behalf of the Board on

October 10, 1960, that application for retirement

had been filed by Ruth L. Jarvis, Maid, Division of

Personnel Administration, effective November 1, 1960.

Pursuant to the recommendation contained in a memo-

randum from Governor Mills dated October 7, 1960,

Governor Shepardson approved on behalf of the Board

on October 11, 1960, the transfer of Robert I. Stewart

from the position of Messenger in the Division of

Administrative Services to the position of Messenger

in the Board Members' Offices, with an increase in

basic annual salary from *3,815 to $3,920, effective

October 16, 1960.

Governor Shepardson noted on behalf of the Board on

October 11, 1960, the death of Michael L. Jamison,

Messenger in the Board Members' Offices, on October 3,
1960.

On October 12, 1960, Governor Shepardson approved on

behalf of the Board a letter to the Federal Reserve

Bank of San Francisco (attached Item No. 17) approving

the appointment of Hauphrey R. Sherwood as examiner.

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

S-1767

Item No. 1
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 12, 1960.

20 THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS

Dear sir:

Questions have arisen as to the proper interpretation of

De tain
ce  provisions of section 204.3(a) of Regulation D, as effectiver

ceMber 31, 1959, which appear to require clarification.

One question relates to whether the last sentence of para-

raPh (2) of section 204(3)(a) permits a member bank at its option to

nnelude a nonbusiness day or days ending a computation period in the

d!!!' computation period even though the bank would have had no reserve

i:.41ciency in the period ending with such nonbusiness day or days.
The 

intent of the provision is to give a member bank such an option

rp!PArdless of whether it had a deficiency in such computation period.

ir misunderstanding may have arisen from the fact that this provision
,.:° included in a section headed "Deficiencies in Reserves" and a sub-

ion headed "Computation of Deficiencies."

Another question relates to the phrase "countable currencyarid
as used twice in paragraph (1) and once in paragraph (2) of

Zci!tion 204.3(a). Literally, the phrase suggests that currency and

th n on each da should be counted only to the extent that it exceeds

tee aPPlicable percentage of net demand deposits stated in the Supple-

his was not intended. In computing reserves, all currency and
otn for each day should be counted; the extent to which the average
c(4uch amounts for the computation period exceeds the prescribed per-

4c, age of average daily net deposits constitutes the amount that is
AIntable" for reserve purposes under the Supplement.

1 b 
It is contemplated that appropriate changes in the Regulation

m 1,14 e ade to clarify these sections when the Regulation is next
"4.3ed.

Very truly yo4r0,

Merritt Sher
Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 2
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 12, 1960

III'. Ralph E. Clarke, Jr.,
u51 Bennett Street,
Geneva, Illinois.

Dear Mr. Clarke:

This is in response to your communication of August 28,

1960, with enclosure, to the Chairman of the Board of Governors,

r your letter of the same date to the Department of the Treasury
,,ach has been referred by that Department to the Board, relating

the receivership of the Nelson Technical Enterprises, Inc., and
'11(B resultant loss of wages to former employees of the Company.

The function of the Federal Reserve Banks in connection
with the V-loan program is to act as Fiscal Agent for departments

rd establishments of the Government which are authorized to guarantee

ec'ans pursuant to the authority and in accordance with the procedure

11ta1ned in the Defense Production Act of 1950, as amended. In the

-11stant case, the Federal Reserve Bank of Chicago was acting as Fiscal

:I.gent for the Air Force, and all actions taken by the Reserve Bank

Zere the result of instructions received from the Air Force as the

ieeerve Bank's principal. Also, in the case of a defaulted V-loan,

Z,Reserve Bank does not act independently, but only on the instruc-
'LcIns of its principal, in this case, the Air Force.

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.

lir. N. L. Armistead, Vice President,
Federal Reserve Bank of Richmond,
Richmond 131 Virginia.

Dear Mr. Armistead:

Item No. 3
10/12/60

AOORESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 12, 1960

This refers to your letter of August 25, 1960, to the Board's
Director of the Division of Examinations, with enclosure, raising the
Tlestion whether State member banks should be permitted to participate
In the organization of Industrial Development Corporations, now
authorized by Virginia law, to the extent of making reasonable con-
tributions toward capitalization of the corporation.

It is understood that under the Virginia law, a bank maybo..•ucla2 a "member" of only one such corporation and nay not withdraw
a Period of to years; that it is obligatory upon a bank, which
a mmber of a corporation, to make loans to the corporation up to

c4O per cent of its capital and surplus; and that a bank which is a
rzmber of such a corporation may acquire stock of that corporation up
to .2 of one per cent of the bank's capital and surplus.

The Board is in sympathy with the objective of Industrial
°evelopment Corporations such as those now authorized by Virginia law
and corporations of this kind which have been organized in other States.

tit/lough the Board questions the wisdom and propriety of a commercial
lank, operating as it does with depositors' funds, entering into a
:°ng-term commitment to make loans, even in a small amount, irrespec-
i's e of what may be the nature of the loan or the condition of the

T'rower at the time the loan will be made, the Board has not disapproved
„ bank membership in corporations of this type, provided that member-
40 does not extend to more than one such corporation.

The Board likewise sees no objection to a member bank making

the 
contributions to such a corporation to aid in its capitalization, if
b amount is such in relation to the size and earning capacity of the
ank that it may reasonably be charged as a legitimate business expense.
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N. L. Armistead -2-

However, section 9 of the Federal Reserve Act makes applicable to State
tember banks the prohibition contained in section 5136 of the Revised
Statutes against the purchase by a national bank of stock of any corpora-
tion, with certain exceptions not applicable here. Accordingly, any
contribution made by a State member bank to such an Industrial Development
Corporation should not be accompanied by a purchase of stock of such
corporation.

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.

Mr. Joseph H. Colman, President,
First Bank Stock Corporation,
Minneapolis, Minnesota.

Dear Mr. Colman:

Item No. 4
1012/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOAR°

October 12, 1960

Reference is made to your letter of September 30, 1960, in
which you asked the following questions:

(1) Whether, under the facts stated in the letter,
First Bank Stock Corporation has to date violated the
Bank Holding Company Act of 1956 and, particularly,
sections 3 and 4 thereof; and

(2) Whether, under the facts stated, the act of
Valley State Bank at some time in the near future in
beginning the conduct of a public banking business while
First Bank Stock Corporation continues to own stock in
Valley State Bank will constitute a violation by First
Bank Stock Corporation of section 3 of the Bank Holding
Company Act.

It is the Boardts opinion that Valley State Bank became a
batIk" for purposes of the Holding Company Act at the time its incor-

Poration was completed on April 30, 1956. Therefore, retention of its
s_ook since the passage of the Act has not resulted in retention of
'7'ock of a nonbanking organization in violation of section 4 of the
Act.

It is also the opinion of the Board that stock of ValleySt 
ate Bank was "acquired" by First Bank Stock prior to the effective

clate of the Holding Company Act. Therefore, the contemplated opening
that Bank for business would not result in a violation by First Banktooko of section 3 of the Act.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

October 12, 1960

',14

Item No. 5
10/12/60

4m4mas . San Francisco

Further regarding your letter September 28 and

Nardis wire October 7 concerning proposed merger of Northern

Celantass Bank and Wells Fargo, and question raised by Mane in

telePhone conversation with Hackley as to making copy of Morrison

1411Asr available to Wells Fargo counsel. Board continues to feel

Neat of Harrison letter is principally of concern to State

811Perintendent of Banks. However, in circumstances, Board suggests

/our
-cum contact Morrison and inquire whether he has sent copy to

Fargo and if not whether he would wish to do so, but Board

teele it should be made plain to Morrison that he is not being

requested to furnish copy to Wells Fargo.

(Signed) Merritt Sherman

SIIERMAN
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

4NwtsA

Item No. 6
10/12/60

ADDRESS OFFICIAL. CORRESPONDENCE

TO THE BOARD

October 12, 1960

Peter W. Billings, Esq.,
Fabian & Clendenin,
Continental Bank Building,
Salt Lake City 1, Utah.

Dear Mr. Billings:

Reference is made to your letter of September 20, 1960,
!dvising of the suit filed in the United States District Court for
he District of Columbia against the Board of Governors on behalf
Of The Continental Bank and Trust Company, Salt Lake City, Utah.
You. ask that the Board advise you that compliance with its order of
J.111Y 18, 1960, will not be required during the pendency of the
dJcial proceedlngs and, if need be, for a reasonable time after

the conclusion of such proceedings.

The basis asserted for this request is your opinion that
the • .

judicial proceedings cannot be concluded by January 18, 1961,
the date by which The Continental Bank and Trust Company has beenordered 

by the Board to effect an increase in its capital and,
fl.Irther, that compliance with the Board's order prior to the conclu-

on of the litigation would impair the Bank's rightxto proceed in
line courts.

St 
Following consultation with representatives of the United

aives Department of Justice, you are advised that the Board will
te'ke no administrative action to enforce its order of July 18, 1960,
131.ellding determination by the United States District Court of the
8su03 raised in the suit now before it. This is not to be inter-

as an admission as to any of the allegations of the complaint
1.9'ed in Civil Action No. 3097-60, nor as a waiver of the Board's
1;ght to compel enforcement of any portion of its order of July 18,

consonant with any finding or conclusion reached by the Court
.Lu the pending judicial proceedings.

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.

41.1tal.

Northwest Bancorporation,
1215 Northwestern Bank Building,
Minneapolis 4, Minnesota.

Gentlemen:

Item No. 7
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 12, 1960

This refers to the memorandum captioned "Comments upon and
Objections to Tentative Statement and Proposed Action of Board of
G6vernors" submitted by your counsel through the Federal Reserve Bank
Of Minneapolis on October 4, 1960, in which, for reasons there stated,
ir,°11 request (1) that the Board "reconsider its decision" to disapprove

r?rthwest Bancorporation's application under the Bank Holding Companyt to acquire stock of the First National Bank of Pipestone, Pipestone,
'J-nneseta, and (2) that, if your statements of fact are questioned,
You be permitted to prove them, such proof, if the Board wishes, to be
offered at a formal hearing.

The Board has not as yet made its final decision in the
Pljesent case. The purpose of the published "Notice of Tentative
,ec1.8ion" was to elicit relevant comments and objections that could be
rnsidered by the Board before reaching a final decision and issuing
'Lt8 OrdCr in this case.

Although the memorandum submitted appears, to present no
Ilal facts or arguments not heretofore considered by the Board, it
tes that you are prepared to prove the contrary of asserted assumptions

1r conclusions contained in the Board's Tentative Statement. The
will consider any further information or arguments submitted in

i2Port of either the factual assertions made in the memorandum or the
retation of the statute urged therein, provided such information

30 arguments are submitted within a reasonable time not to exceed
claY8 from the date of this letter.

a he There appears to be no basis at the present time for conductingar.Boar lng on the instant application. However, as above indicated, the
will give consideration to any written material, including statis-

elrl material, affidavits, or memoranda of law, that you may care tofacrf ti within the time above specified in support of the assertions of
O] law contained in the memorandum of October 4.

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.

Board of Directors,
NPosit Guaranty Bank & Trust Company,
Jackson, Mississippi.
Ge
ntlemen:

Item No. 8
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 12, 1960

Reference is made to your request submitted through the
Ge:ral Reserve Bank of Atlanta for consent of the Board of
eeZnors of the Federal Reserve System under the provisions of
to'.'L'lon 18(e) of the Federal Deposit Insurance Act, as amended,

Lille merger of Bank of Hazlehurst, Hazlehurst, Mississippi, into
f'oPosit Guaranty Bank & Trust Company, Jackson, Mississippi, and
ba,raPProval of the establishment of a branch by the continuing
4K at the present location of the Bank of Hazlehurst.

After reviewing the proposal in the light of all the
ttlal!t°r8 to be considered under the provisions of section 18(c) of
G,7_ Federal Deposit Insurance Act, as amended, the Board of
p;!ernors does not feel justified in giving its consent to the
uP°sed transaction.

It is the Board's judgment that the favorable factors are
inciLLloient to counterbalance other aspects of the transaction,
seri:ring the elimination of one alternative source of banking
the '?" in the Jackson-Hazlehurst area and a further increase in
r0 high high concentration of banking resources in that area in
the 4uank and another large banking institution. In the circumstances,
'Itansaction would not appear to be in the public interest.

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.

Item No. 9
1012/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

Oc ol 12, 1960

The Honorable Wright Patman,
House of Representatives,
Wa.shington 25) D. C.

Dear Mr. Patman:

In accordance with your letter of August 20, 1960, and

a subsequent conversation between Mr. William S. Johnson of your

staff and Mr. J. W. Shay of the Board's staff, there is enclosed

a II, by title and position classification, of the officers

and employees of each Federal Reserve Bank who have either re-

ceived training at banking schools conducted by the American

Institute of Banking or who have attended a school of banking

aPonsored) conducted, or approved by banking associations.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC Martin, Jr.

tnelosure.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

Item No. 10
10/12/60

OFFICE OF THE CHAIRMAN

October 12, 1960

Mr. James C. Bolton, Chairman,
Rapides Bank & Trust Company,
Alexandria, Louisiana.

Dear Mr. Bolton:

I want to thank you for your letter of September 26 about
reserve requirements, giving us your thoughtful views about the impact
4Pon banks of recent revisions in the regulation as to the amounts of
'vault cash eligible for reserves.

Your view as to the purposes of the vault cash amendments,
as set forth in your letter, seems similar to that which members of
cur Board had in mind when the changes in the regulation were decided
1.1113°n- The Board considered various alternative approaches to the prob-
'em of effecting transition to eventual complete allowance for vault

cash without unduly upsetting credit availability and relationships

Z11.1c)ng banks. Since we shall be giving consideration, from time to

4.1me, to possible further action in this field, your views will cer-
'ainly be taken into account.

by I should like to outline some aspects that were considered

So 
tie Board here in connection with the actions that have been taken

13 f As you explain on page 2 of your letter, the total of a bank's
nequired deposit with the Federal Reserve Bank and the cash that it

eeds to keep in its vault may be considered as the effective "cashr 
ee.erve" required of the bank. Prior to the first of the Board's twoa

1,
e,
;i0hs on vault cash, different country banks found it necessary to

'1°.14 total cash reserves of 13, 15, 17 or other percentages, depending14

all)," the amount of cash held--as you also point out on page 2. The
1, rage for all country banks, weighted by size of bank, was about

r') Per cent.

As a result of the Board's two actions, the maximum require-

Per 
tits, for any individual country member bank has been reduced to 13.5

1)e  cent, and the average for all country banks is slightly lower. To

/414,e_ ure, any country bank, such as your own, which was able to operate
Pe's:a relatively little vault cash, can have reserves of less than 13.5

cent as before. These banks, therefore, have so far gotten no bene-
ba from the change in the law; they have had an advantage over other

nks and this advantage has been reduced.
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Mr. James C. Bolton -2-

It was the Board's feeling that its actions up to n
ow, reducing

the differential between banks in the same reserve classific
ation, were

moves in the direction of carrying out the major purpose of th
e law, which

was to make the incidence of reserve requirements more equitable. 
It did

not seem desirable when these decisions were reached to reduce th
e total

Of required reserves of all member banks by more than the amo
unts that

resulted from these actions. Given this condition, it seemed preferable

tO concentrate the initial changes in bringing the required r
eserve per-

centages of the banks with higher requirements down toward those o
f the

Other banks.

You refer also to the relation between the reserve requi
rements

ct country banks and of banks in reserve and central reserve cities. 
As

Y?1.1 point out, banks in central reserve and reserve cities are now p
er-

Matted to count cash in excess of 1 per cent of their net demand d
eposits,

and you imply that this gives a greater advantage to reserve city than 
to

!ountry banks. The average ratio of vault cash to net demand deposit
s in

1959 was only about 0.6 per cent at central reserve city banks and 1.7
 per

r ent at reserve city banks, as compared with 3.5 per cent at cou
ntry banks.

referring to page 6 of your letter, the percentages at the t
op of

ne page (reserve requirements as of February 1958 plus vault cash)
 were

aPproximately:

Central reserve city member banks 20.6%

Reserve city member banks 19.7%

Country member banks 15.5%

The
present maximum percentages, as you point out, are 18-1/2, 17-1

/2, and

respectively. Thus there is still a wide margin between the effec-

jsfe requirements for reserve city banks and those Tor country banks. In

'ne case of a reserve city bank and a country bank holding exactly the
 same

!Illount of vault cash relative to net demand deposits, the effectiv
e require-

co
for the former ranges from 4 percentage points higher than tha

t for the

,°:_luntry member bank if the vault cash holdings exceed 2-1/2 per ce
nt of de-

°Land deposits to 5-1/2 per cent if the cash ratio is 1 per cent or
 less.

I want to repeat that we appreciate your giving us the 
benefit of

Y.°1-Ir thoughts on this subject. I hope, also, that this letter 
will be help-

fill' in conveying to you a clearer impression of what the Board's thinkingas been on the matter.

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. 11
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 13, 1960.

Dear Sir:

the The Board has considered the recommendations in the report of
np Alocommittee on Cash, Leased Wire, and Sundry Operations on the topic
ped'uocedures at Federal Reserve Banks for Handling Shipments of Unissued

47ral Reserve Notes from Comptroller of the Currency" dated November 19,
kerv.,3 and the action of the Presidents of the Reserve Banks on the recom-

atio", at their December 14, 1959, meeting.

The first recommendation of the Subcommittee and the action of thePresi 
dents thereon were:

Sleibcommittee RECOMMENDATION: There should be a dual respon-
sibility involving representatives of the Federal Reserve
Agent and the bank when Federal Reserve bank personnel re-
celpt for shipments of unissued Federal Reserve notes irre-
,?Peotive of whether delivery and receipt take place at the
-Local U. S. Post Office, or on Federal Reserve bank premises,
°r elsewhere. This dual responSibility of the two groups
nould be continued from the point of original delivery toFe ld

Reserve bank personnel until the notes are deposited
n a vault under joint control of the Federal Reserve Agent
and the bank.

_1:?11ference Action: A motion by Mr. Fulton that dual respon-

Zibility for unissued notes commence immediately upon receipt
7Y4.8ank'(including substation) personnel failed by a vote of
"0 5, Presidents Erickson, Hayes, Bopp, Bryan, Leedy, Ironsand v_

ridngels voting in the negative.

Areitie Existence of a Post Office contract station on the Reserve Bank
441 0,e8) as the Board understands these contract stations are constituted
Iltito'clerated, has no necessary bearing on the point at which the joint
;Net °f 

0 
notes "issued" to the Federal Reserve Agent should begin in

°°mPly with Paragraph 8 of Section 16 of the Federal Reserve Act.
00;8,n0 substantial difference in the handling of note shipments from

.tetcPuroller of the Currency at Banks having Post Office contract
-n8 and at Banks without such contract stations. The answer to the
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"Where does the joint custody of unissued notes contemplated by
4ue law begin," depends on the determination of when the notes cease to be
4il

transit to the Agent.

No question of security seems to be involved at any Federal 
orfice, and the Board's decision is solely related to compliance with

Re-

the legal requirement of joint custody and the desirability of having a
oma procedure at all offices.

Res.. The Board is of the opinion that joint custody of unissued Federal
, 'I've notes addressed to the Federal Reserve Agent should begin when the
ci(t)3Uehes are opened. Rotary locked pouches containing notes are essentially
it different from other mail, which includes rotary locked pouches contain-
sO securities. Accordingly, representatives of the Agent and of the Bank
po_ulald assume joint responsibility for custody of notes at the time the
qi!Lehee are opened and their contents verified by package count with the
Covqce of Shipment of Federal Reserve Notes" (Treasury Form 2339 of the
1:Aroller of the Currency). It is understood that no changes in current
veedures are necessary in order to comply with this requirement.

1999 The second recommendation of the Subcommittee in its November 19,
) report and the action of the Presidents thereon were:

Subcommittee RECOMMENDATION: It is desirable that an officer
represent the bank when the notes are deposited in a vault
1,Inder joint control of the Federal Reserve Agent and the bank.
4t le not required that an officer represent the bank when pouches
're delivered to the representative of the Federal Reserve
Agent or to Viltness or perform such operations as opening the
Pciuches and verifying the contents, all of which may be delegated
'4) qualified representatives of the officer.

Co
nference Action: A motion by Mr. Allen that Reserve Banks be

rePresented by an officer when notes are deposited in the vault

rder joint control was adopted by a vote of 10 to 1, President
r°fle voting in the negative and President Bryan abstaining.

the a_ The law requires joint custody by the Federal Reserve Agent and
officeeerve Bank of notes "issued to or deposited with' the Agent. An
Joirtel' of the Bank should be charged with the responsibility of exercising
orric 

" 
control. The Board is of the opinion, however, that the need for the

trig 0  to be present in person as a witness to receipt of the notes, open-the 17, 
the„ Pouches and verification of the contents, placing the notes in

%41,i1", and removal of notes from the vault, is a matter of internal
134rti,,:°rIs which may be left to the discretion of the management of the
ka.int:"-Lar Reserve Bank so long as adequate control and security area ined.

se e
fry' Ag 

Steps are being taken to have the form of "Receipt of Federal Re-
6.en- for Federal Reserve Notes" (Treasury Form 2341A of the Comptroller

-41.11c tirjrencY) revised so that any duly authorized representative of the
Sign as witness to delivery of notes to the Agent. This receipt
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roa nt now reqllires certification by an officer of the Bank as witness to the

LThe Assistant Agent, Alternate Assistant Aunt, or, at a Branch,trit't8 Representative signs the receipt for the Agentl/ The requirement„ at an officer sign as witness to the delivery probably stems from the
"resolution adopted by the Federal Reserve Board on March 8, 1917, to which4.!fersnce is made in the Subcommittee's report. The resolution was designed

Z
Prevent an Agent, by himself, from obtaining notes at a subtreasury. Itssted the Comptroller of the Currency to stipulate in the order forin '43. rY of notes to Federal Reserve Agents that no delivery be made "exceptIn fle presence of at least one other officer" of the Federal Reserve Bank.4,aense, the resolution became obsolete when the subtreasuries wereJashed and notes were shipped to the Agent at the Reserve Bank building.

bint The outstanding rulings and instructions of the Board relating tose., custody of unissued notes will be revised to make it clear that repre-aeatIves of officers may exercise joint control of unissued Federal Re-notes with representatives of the Agent.

Very truly yours,-,

Merritt She
Secret

SIDENTS OF ALL FEDERAL RESERVE BANKS
ALL FEDERAL RESERVE AGENTS.
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BOARD OF GOVERNORS
OF THE

. FEDERAL RESERVE SYSTEMa
aa
* WASHINGTON 25, D. C.*

Item No. 12
10/12/60

ADDREB• orricim. CORRESPONDENCE

TO THE BOARD

October 12, 1960

Watrous H. Irons, President,
Federal Reserve Bank of Dallas,I) 

5z].
2, Texas.

ear Irons:

The Board of Governors has considered the recommendations
irk the,-- report of the Subcommittee on Cash, Leased Wire, and Sundry

4
rrations on the topic, "Procedures at Federal Reserve Banks for

1Ting Shipments of Unissued Federal Reserve Notes from Comptroller
re he Currency", the action of the Conference of Presidents on the
ree"laandations, and your letter of December 23, 1959, suggesting a
of/71810n of applicable rulings of the Board to permit representatives

the
°fficers to control Agentls cash jointly with representatives ofK 
Agent.

48 thes 
Existence of a Post Office substation in the Reserve Bank,

beam e contract stations are now constituted, has no necessaryl
t0 On on the point at which the joint custody of notes "issued'
pax`'ne Federal Reserve Agent should begin in order to comply with
suba!raPh 8 of Section 16 of the Federal Reserve Act. There is no
thesuantial difference between the handling of note shipments from
stajomptroller of the Currency at Banks having Post Office sub-
to ti rls and at Banks without Post Office substations. The answer
cont-e question, "Where does the joint custody of unissued notes
the :171Plated by the law begin", depends on determination of when
40 n tes cease to be in transit to the Agent. There seems to be
thate8tion of security involved, but it is felt to be desirable
triol a uniform procedure on this point be followed at all Banks.
Age:" is a copy of a letter being sent to all Presidents and

s outlining the Board's position.

With reference to your suggestion that the outstanding
Agent, be amended to permit representatives of officers to control
nOth4 8 °ash with representatives of the Agent, it is believed thatres;.Lortg

the outstanding rulincs requires the officer charged with
tho risibility for exercising joint custody of unissued notes with
cltleaAdent to be present in person when the vault is opened. No

°n of security being involved, the Board is of the opinion
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Hr. Ilatrous H. Irons

that this is a matter for the management of the Bank to determine.:the resolution adopted by the Federal Reserve Board on March 8, 1917,
became obsolete when the subtreasuries were discontinued, and it was
40. included in the Federal Reserve Loose-Leaf Service when the Servicewas compiled. The ruling dated January 6, 1916, and the other out-
etiirkdang instructions regarding custody of Federal Reserve notes and
17)1-lateral in the hands of the Agent are being revised. The revisions

make it clear that representatives of officers may exercise joint,8to4y of unissued notes with representatives of the Agent.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

•E'nelc'sure.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

The Honorable Ray M. Gidney,
Comptroller of the Currency,
Treasury Department,
Washington 25, D. C.

Dear Mr. Gidney:

Item No. 13
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 121 1960

The form of "Receipt of Federal Reserve Agent for
Pederal Reserve Notes" used by your Office (Form 2341A) contains
! certification for execution by an officer of the Federal Reserve

Idank stating that he was a witness to the delivery of the notes to
the Agent.

This requirement probably stems from resolutions of the
Federal Reserve Board adopted in 1917, when Federal Reserve notes
could be deposited in subtreasuries of the United States for
safekeeping, pending delivery to the Federal Reserve Agent upon
order of the Comptroller of the Currency. These resolutions,
quoted below, were transmitted to the Comptroller of the Currency
on March 26, 1917.

"That the Comptroller of the Currency be and he is
hereby requested to stipulate in the order for delivery
of notes to Federal reserve agents that no delivery
shall be made to a Federal reserve agent except in the
presence of at least one other officer of the Federal
reserve bank to which such Federal reserve agent is
accredited."

"That the Secretary of the Treasury be and he is
hereby requested to direct the Treasurer of the United
States and Director of the Mint to require all receipts
accepted for Federal reserve notes delivered to Federal
reserve agents to be witnessed by a duly authorized
officer of the bank to which such Federal reserve agent
is accredited."

the 
Fed

Recently a review was made of the procedures followed at
eral Reserve Banks for handling shipments of unissued FederalReserve 
notes from the Comptroller of the Currency. The review
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The Honorable Ray M. Gidney

disclosed that compliance with the officer's certification
referred to above requires from one to three hours of a Bank
Officer's time in witnessing each delivery of Federal Reserve notes.

Adequate safeguards for handling shipments of FederalReserve notes from the Comptroller exist at all Federal ReserveBanks and Branches, and statutory requirements would be fully metin case the Reserve Bank officer authorized to exercise joint
custody of unissued Federal Reserve notes with the Federal ReserveAgent designated responsible nonofficial personnel to witness thereceipt of Federal Reserve note shipments.

The purpose of this letter is to advise that the Board of
Governors would have no objection to the revision of the officer'scertification on the receipt Form 2341A so that the witness to thedelivery of Federal Reserve notes might be any duly authorized
Personnel of the Reserve Bank (whether an officer or his employeerepresentative).

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.

Item No. 14
10/12/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 12, 1960

11r. Alfred Hayes, President,
Federal Reserve Bank of New York,
New York 45, New York.

Dear Mr. Hayes:

Reference is made to the Board's letter of July 30, 1958,advi,.
DA blng that the Board had approved a program for "Examination of
'Me Act Corporations, Agreement Corporations, and Foreign Branches
'0.1u,State Member Banks" outlined in Governor Robertson's memorandum of

-14- 2, 1958, a copy of which was forwarded to you in his letter of
jul-Y 11 1958.

gair,ed • 
The Board of Governors has given consideration to the experience

in the conduct of the program during the interval, and believes
Z1. it would be desirable to continue the program. Accordingly, until

4fther notice, you are authorized and requestedto proceed with the
'Cram and to instruct your examiners:

(1) To examine the head office of each Edge Act Corporation
and Agreement Corporation and to examine the informa-
tion available at head office in order to make a survey
of the activities and operations of each of its overseas

branches; and

(2) To examine the information available at the head office
of each State member bank in order to make a survey of
the activities and operations of each of its overseas

branches.

Colardssions have heretofore been issued to forty members of
"114 Examinations Department authorizing them to participate in

for "Xamination of the various institutions as Federal Reserve Examiners

Pri Board of Governors. In the future, the Board will furnish appro-
exctre credentials to examiners conducting and to examiners and assistant
Col:ners participating regulax12. in examinations of Edge Act and Agreement
tdc'0°I;ations and surveys of overseas branches of State member banks and of
the Cet and Agreement Corporations. In addition, any person approved by
aar3i,°ard of Governors as an examiner, assistant examiner, or special

exairdrer for a Federal Reserve Bank may assist in such examina-
s and surveys without specific authorization by the Board.
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)BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

-2 -
Mr. Alfred Hayes

Upon completion of reports of examination and survey, you arereqUested to furnish a copy thereof to the bank or corporation concerned,
Co

the same time the report is submitted to the Board, and to initiate
fnspondence with the banks and corporations with respect to such reports,
+4 nlshing copies of all correspondence to the Board's Division of Examina-v,ons

There are listed below the Edge Act Corporations and AgreementC°rPorations presently in existence in your District:

Edge Act Corporations

Bank of America
Bankers International Corporation
Bankers International Financing Company, Inc.
Chase International Investment Corporation
Chemical International Finance, Ltd.
The First Bank of Boston (International)
Morgan Guaranty International Banking Corporation
Morgan Guaranty International Finance Corporation

Agreement Corporations 1/

Bankers Company of New York
Chase Manhattan Overseas Corporation
The Gallatin Company, Inc.
International Banking Corporation

77—Pacludes Virgin Islands National Bank which will
continue to be examined by the Comptroller of the
Currency.

At present, the State member banks with branches abroad are:

Bankers Trust Company
The Chase Manhattan Bank
Chemical Bank New York Trust Company
The Hanover Bank
Morgan Guaranty Trust Company of New York

Coil) It is contemplated that Edge Act Corporations and Agreementtalliccirl'ations will be examined and that overseas branches of ForeignOrr.; r1C Corporations and State member banks will be surveyed at Head
,ce

each calendar year.

batik The Board of Governors appreciates the cooperation of your4,a,„"'4.1 undertaking this program, and it is assumed that your Bankbi "4-Rations Department will keep in close touch with the Board's" of Examinations in carrying out the program. It is understood,
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

'S 1frd Hays

le°4r3e, that your Bank will bring to the Board's attention atillle any aspect of this program which does not appear to be471144ng out satisfactorily and in the interest of efficiency and41‘0Priate supervision of the various institutions.

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. 15
10/12/60

ADDRESS orriccAL CORRESPONDENCE

TO THE BOARD

October 12, 1960

Karl R. Bopp, President,
Federal Reserve Bank of Philadelphia,
Philadelphia, Pennsylvania.

Dear Mr. Bopp:

Confirming preliminary discussions which the Board's
Division of Examinations has had with Vice President Campbell of
Your Bank, the Board would like to follow the same general

arrangement in examining Edge Act Corporations in your District

48 followed in the New York District. Accordingly, until further

.1(1)tice, you are authorized and requested to instruct your examiners

examine Philadelphia International Investment Corporation,
Phlladelphia, Pennsylvania, once each calendar year in their
caPaeities as examiners for the Board of Governors.

Examiners conducting examinations of Edge Act Corporations

will be furnished with appropriate credentials as Federal Reserve

,!caminers for the Board of Governors, but any person approved by

'41e Board of Governors as an examiner, assistant examiner, or

si.Peoial assistant examiner for a Federal Reserve Bank may be used

assist in such examinations without specific authorization by

(171753-/T. It is requested that, as personnel is needed to con-

Vueot such examinations, your Bank Examination Department request

Board's Division of Examinations to furnish appropriate
commissions.

Upon completion of reports of examination, you are

quested to furnish a copy thereof to the Corporation, at the

!4ms time the report is submitted to the Board, and to initiate

?rrespondence with the Corporation with respect to such reports,

.,,L'Plishing copies of all correspondence to the Board's Division
v-t Examinations.
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BOARD or GOVERNORS or THE FEDERAL RESERVE SYSTEM 386,

Mr. Karl R. Bopp

The Board of Governors appreciates the cooperation of
Your Bank in undertaking this program, and it is assumed that
Yo, ur Bank Examination Department will keep in close touch with
!Its Board's Division of Examinations in carrying out the program.
tt is understood, of course, that your Bank will bring to the
'rards attention at any time any aspect of this program which
Q.oes not appear to be working out satisfactorily and in the
Interest of efficiency and appropriate supervision of the insti-
tution.

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

*t,
•:,/ 4 It ,1-.41. ,•;

Dear Doug:

:381.1(3

Item No. 16
10/12/60

OFFICE OF THE CHAIRMAN

October 13, 1960

The Board has approved the request contained in your letter
of October 11, 1960, that Mr. Frederick L. Deming, President of the

Federal Reserve Bank of Minneapolis, be made available for an assign-
ment of approximately one month starting on or about November 15 to
serve as a consultant in connection with the program of the Inter-

Ilational Cooperation Administration in China. It is understood that,

Problems

la addition to assisting the Government of China in its banking

Mr. Deming would also be asked to visit a number of other
c

ountries in connection with the ICA program.

Your letter states that Mr. Deming has indicated his willing-ness to accept this assignment, that the Federal Reserve Bank of

7nsapo1is would meet his salary expenses while so serving, and that

'A would plan to pay for his transportation and per diem.

in a Those of us here at the Board are glad that the System is

Position to provide Mr. Deming's services for this assignment,

aid
runneapolis

I am sure that the directors of the Federal Reserve Bank of

are pleased to be able to assist in your program.

Sincerely yours,

Wm. McC. Martin, Jr.

The 
Honorable Douglas Dillon,thid
er Secretary of State,

"ashington 251 D. C.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Mr. H. N. Mangels, President,
Federal Reserve Rank of San Francisco,
San Francisco 20, California.

Dear Mr. Mangels:

Item No. 17
10/12/60

/WORM OFFICIAL COMPICSPON0CHCC

TO THC 1110ARD

October 12, 1960

In accordance with the request contained in
your letter of September 30, 1960, the Board approves
the appointment of Hauphrey R. Sherwood as an examiner
for the Federal Reserve Bank of San Francisco. Please
advise us of the effective date of the appointment.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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