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Minutes for October 14 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 Friday, October 14, 1960. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

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

Mr. Sherman, Secretary

Mr. Thomas, Adviser to the Board

Mr. Young, Adviser to the Board

Mr. Shay, Legislative Counsel

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Noyes, Director, Division of Research and

Statistics
Mr. Koch, Adviser, Division of Research and

Statistics
Mr. Landry, Assistant to the Secretary

Mr. Keir, Chief, Government Finance Section,

Division of Research and Statistics

Report on money market conditions. Messrs. Thomas and Keir

Presented a report on current conditions in the money market and the

situation with respect to member bank reserves, the money supply, and

related matters.

Following this report 811 members of the staff with the exception

or Messrs. Sherman, Fauver, and Landry withdrew and the following entered

the room:

Mr. Solomon, Director, Division of Examinations

Mr. Hexter, Assistant General Counsel

Mr. Hooff, Assistant General Counsel

Mr. Nelson, Assistant Director, Division of

Examinations

Mr. Leavitt, Supervisory Review Examiner, Division

of Examinations

Miss Hart, Assistant Counsel
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Discount rates. The establishment without change by the Federal

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

Louis, and Dallas on October 13, 1960, of the rates on discounts and

athrances in their existing schedules was approved unanimously, with the

Widerstanding that appropriate advice would be sent to those Banks.

Items circulated or distributed to the Board. The following items,

which had been circulated or distributed to the Board and copies of which

are attached to these minutes under the respective item numbers indicated,

'were approved unanimously:

letter to Security Trust Company of Rochester,
tlochester, New York, approving the establishment

a branch at 139 Main Street, Penn Yan, New York,
°r a period of six months.

Iftter to The New England Trust Company, Boston,
rsachusetts, approving the application for
lic41.1,1c1ary powers submitted by it on behalf of the
--"4.0nal bank into which it is to be converted.

1,utter to the Federal Reserve Bank of Chicago
d:ge'rd-ing the eligibility of certain types of
m'Posits to be classified as savings accounts in
-el/iber banks.

Item No.

1

2

3

With reference to Item No. 3, a letter to the Federal Reserve

441k of Chicago regarding the classification of certain types of deposits,

it \gas understood that copies would be sent to all Federal Reserve Banks.

Branch application by Old Kent Bank and Trust Company (Item No. 4). 

14 a letter dated June 1, 1960, the Board had denied an application by
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Old Kent Bank and Trust Company, Grand Rapids, Michigan,

in-town branch at 1500 Kalamazoo Avenue, S. E., "in view

effect which its establishment would seem likely to have

to establish an

of the adverse

on competition

in the area." In a letter dated September 14, 1960, the applicant advised

that since the time of filing the original application in March 1960, it

had made a further study of its banking business in the area concerned

431d, as an outgrowth of this study, was submitting additional information

bearing on the question in support of a request that its application be

reconsidered. Following study of this additional information, the Division

Of Examinations had prepared under date of September 23, 1960, a memorandum

recommending approval of the request by Old Kent for reconsideration of its

6113Plication. A file on this matter containing the aforementioned memorandum

116/4 completed circulation.

The supplemental information accompanying Old Kent's request for

reconsideration revealed that in a comparison of the number of branches

(If the four banks in the area including Old Kent and its nearest competitor

418 of June 15, 1960, Union Bank and Trust Company, third in size, showed

641 increase of one branch. A comparison of deposits during the three-

111°11th interval since Old Kent's original application showed decreases in

1t8 deposits and in the deposits of a branch of Michigan National Bank,

411811ag) the second largest bank. In contrast, deposits of Union Bank and

14145t Company and Central Bank, Grand Rapids, the other two banks having

brA„
-'eplea in the area, had increased. Furthermore, additional figures
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provided indicated that definite gains by the two latter banks were

continuing. The Division of Examinations suggested that, on the basis

Of the additional information submitted, Old Kent would appear to have

sufficient business in the area to justify a branch in order to provide

More convenient facilities for customers. While approval of the appli-

cation would cause Old Kent to have five of the eight branches within a

radius of two miles from the new branch location, the public would benefit

froal the proposed branch since the bank seemed to have sufficient business

14 the area and since other local banks had shown no inclination to provide

a branch at this time.

Attached to the Division's memorandum for the Board's consider-

was a proposed letter to Old Kent approving the establishment of the

branch in question. While the file was in circulation, Governor Robertson

indicated that he would not favor approval of the application. The Federal

Reserve Bank of Chicago had recommended approval.

Governor Robertson said that he had found nothing in the additional

information presented with the new application to warrant changing the

visvs that he had expressed on the original application at the meeting on

MaY 27, 1960. He was still opposed to granting the application of Old

1Cent, already a relatively large institution, which was gradually gaining

control of banking in the Grand Rapids area.

Mr. Solomon stated that the Division of Examinations did not feel

st1"°nEly about its recommendation that the application be approved. The
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factors that had tipped the scales slightly in a favorable direction

l'Tere, he said: (1) The six months' passage of time since the originn1

application, raising the question of how long it was advisable to hold

an area open for the establishment of branches by other banks. In this

connection he noted that Old Kent would be expanding through a branch

rather than through the absorption of existing banks. (2) As disclosed

bY the record, Old Kent would not be preclusively occupying the area,

sInce it already had customers there. It was the judgment of the Division

Examinations that in time there would be room for another new branch

in the same area, due to natural growth factors.

Governor Mills stated that his views on the application were also

114changed since the May 27 meeting. He continued to favor approval, which

14 effect would mean no more than extending the servicing facilities of

0141 Kent into an area where it already has many customers. He noted the

Presence of alternative banking institutions in the area and the presence

Of competition in general. In the light of these facts, he thought it

w°111d be unnecessarily restrictive to disapprove the application.

Governor Shepardson indicated that he had changed his mind on this

application because of the lack of branch applications by other banks

cillring the appreciable time that had elapsed since the first application

14as filed by Old Kent. He noted that the competitors of Old Kent in

Gl'ancl Rapids had been growing and competing with apparent success. There-

, he would favor approving the present application.
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Following further discussion the application by Old Kent Bank

and Trust Company, Grand Rapids, Michigan, for approval of the establish-

ment of an in-town branch at 1500 Kalamazoo Avenue, S. E., was approved,

Governor Robertson dissenting. A copy of the letter to Old Kent Bank

containing such approval is attached as Item No. 4.

Regulation U--bank loans to Beacon Finance group (Item No. 5). 

Under date of August 31, 1960, a letter had been received from the Federal

Reserve Bank of Boston enclosing a report of an investigation of the

enrrent activities of Beacon Finance Company, a Boston group composed of

4 corporation and a partnership, which for several years had been making

st°ck-secured "purpose" loans at high rates of interest. Because the

letter from the Reserve Bank gave rise to a question as to what action

the Board should take when it became apparent that a bank may have made

Maintained loans to a person subject to section 221.3(q) of Regulation

U5. Loansby — Banks for the Purpose of Purchasing or Carrying Registered

St°eke, a memorandum had been prepared by Miss Hart and distributed under

(late of October 12, 1960. In the light of the financial statement of the

Beac°r1 group submitted with the letter from the Boston Reserve Bank, it

seeilled clear that both the partnership and the corporation fell within the

definition of section 221.3(q). Consequently in the opinion of the Legal

as expressed in the memorandum, with the possible exception of

04e class, all loans made by banks after June 15, 1959, to members of the

4̀1 group should be secured by collateral and made subject to all the
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Provisions of the Regulation applicable to "purpose" loans, including

the Provisions regarding withdrawal and substitution of collateral. A

araft letter to the Boston Reserve Bank attached to the memorandum noted

that if its investigation should show that any outstanding bank loans to

Members of the Beacon group had been made or maintained in violation of

the Regulation, steps should be taken promptly either to bring the loans

iato conformity with the Regulation or to liquidate them. In addition to

recornmending that a letter along the lines of the attached draft be sent

to the Boston Reserve Bank, it was the further recommendation of the Legal

bivision that as rapidly as possible similar letters be sent to all other

Reserve Banks in districts where there were lenders who clearly fell

section 221.3(q) of Regulation U, following analysis of reports

l'eceived from all districts on form F. R. 728, which all persons in the

business of lending money who had made any purpose loans were required

to rile.

Upon inquiry from Chairman Martin, Miss Hart noted that a practical

qUestion of how to bring violators of section 221.3(q) of Regulation U

compliance was involved in the instant case. She said that the Legal

nivision believed the Board had the necessary authority under the Securities

E)cehange Act of 1934 to instruct the various Reserve Banks to inspect the

l'ecords of banks they believed to be in violation of section 221.3(q) of

Realliation. U.
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Unanimous approval was then given to the letter to the Federal

Reserve Bank of Boston indicating that further investigation would be

necessary to determine whether violations of Regulation U had taken place

In connection with bank loans to the Beacon group and that, if upon

investigation it should be shown that violations had occurred, steps

should be taken to bring the loans into conformity with the Regulation

or to liquidate them. A copy of this letter is attached as Item No. 5.

Miss Hart withdrew from the meeting at this point.

Payment of salary to a foreign trainee at the Federal Reserve Bank

-5_1_119.72a, (Item No. 6). There had been distributed under date of October

13) 1960, a draft of letter to the Atlanta Reserve Bank replying to its

letter of September 27 inquiring as to the Board's position concerning

4 Proposed program for an examiner from the Banking Department of Colombia,

S°11th America, who would join the examination department of the Atlanta

Reserve Bank and be permitted to accompany its examiners on their visits

to State member banks in the Sixth District, it being indicated that the

r°1‘eign trainee in question would participate in such examinations only

e8 an observer. It was proposed by the Reserve Bank that the foreign

tz‘414ee be placed on the payroll of the Reserve Bank at a nominal salary

8° that he would be covered properly by its blanket bond. The draft letter

8tated that the Reserve Bank was in the best position to judge whether an

eXeePtion to the general rule of not placing foreign trainees on the

1-41/rr011 would be warranted in the circumstances described, "bearing in

1-4c1 the problem of precedent which might be established."
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In a discussion of the proposal made by the Atlanta Reserve Bank,

Governor Robertson said that he was not in favor of placing a foreign

trainee on the payroll of a Reserve Bank, and for this reason he suggested

an appropriate change in the draft reply to the Federal Reserve Bank of

Atlanta with respect to its proposed plan.

Following further discussion, during which it was brought out

that in certain instances of the kind under consideration, foreign trainees

Provided value received for any salary paid them by a Reserve Bank, unani-

°118 approval was given to a letter to the Atlanta Reserve Bank in the form

c'f attached Item No. 6, indicating that the expenses of training foreign

Ilationals should not be borne by the Federal Reserve System and that placing

the visitor in question on the payroll of the Bank might establish a

Precedent that would give rise to additional requests of this type that

Illight create embarrassing situations where it would be difficult to draw

114es between those who should be so assisted and those who should not.

Mr. Fauver then withdrew from the meeting.

Report on competitive factors (Ashtabula and Geneva, Ohio). A

file
containing a proposed report to the Comptroller of the Currency on

the ,
"ompetitive factors involved in a planned consolidation of The National

1144 of Ashtabula, Ashtabula, Ohio, and The Geneva Savings and Trust

°°r4Pa4Y, Geneva, Ohio, had completed circulation. This report, which had

bee
ll prepared pursuant to the provisions of section 18(c) of the Federal

lePosit Insurance Act, as amended, concluded as follows:
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It does not appear that the proposed consolidation would

adversely affect competition in the immediate Geneva area. The

resulting bank would be able to provide stronger and more

diversified competition to the over-all trade area to be served.

The report was approved unanimously.

The meeting then adjourned.

Secretary's Notes: Pursuant to recommendations
contained in memoranda from appropriate individuals

concerned, Governor Shepardson today approved on
behalf of the Board the following items relating
to the Board's staff:

A121221a 2111

.„ Harold D. Harper as Analyst, Division of Bank Operations, with basic

salary at the rate of 435,355, effective the date of entrance upon
qUty.

11, Carl William Sims as Messenger, Division of Administrative Services,
e'th basic annual salary at the rate of .',31185, effective the date of
lettr aace upon duty.

Sal
ar icrease-

t, Joan R. Winter, from $1i., 670 to $4,84o per annum, with change in
,'Ltle from Statistical Clerk to Statistical Assistant, Division of
Aesearch and Statistics, effective October 16, 1960.

OUtstde business activity

tr .Judith Sherbine, Clerk-Stenographer, Division of Personnel Adminis-
h

4-
lon, to work part-time as a ticket collector at various group parties

`= (1. at the Willard Hotel.

Governor Shepardson also approved today on
behalf of the Board a letter to the Federal
Reserve Bank of Richmond (attached Item No. 7)

approving the appointment of Robert Louis
Henkle as assistant examiner.
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Governor Shepardson today noted the death of

Ralph A. Sherrod, Photographer (Offset), Division

of Administrative Services, on October 4, 1960.

Governor Shepardson approved on behalf of the Board

a memorandum dated October 11, 1960, from Mr. Kern,

Assistant Director, Division of Administrative

Services, recommending that the Board enter into a

"Commercial Account Ticketing Plan" with American

Airlines which would enable the Board's Reservation

Clerk to write tickets and validate them for trans-

portation on all scheduled airlines.

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



(1Q.
• lit

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Security Trust Company of Rochester,
Rochester, New York.

Gentlemen:

Item No. I
10/14/60

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

October 14, 1960

Pursuant to your request submitted through the
Federal Reserve Bank of New York, the Board of Governors
approves the establishment of a branch by Security Trust
Company of Rochester at 139 Main Street, Penn Yan, New
York, for the temporary period of six months from the
date of this letter.

It is understood that this branch will be
discontinued upon completion of the modernization program
at the present branch quarters in Penn Yan.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 2
10/14/60

ADDRESS orriciAL CORRESPONDENCE
TO THE BOARD

October 14, 1960

13°'"11,--'4 of Directors,
liew England Trust Company,'nstori, 

Massachusetts.

Gentlemen:

iVeri
The Board of Governors of the Federal Reserve System has

tid4,.c°nsideration to the application for permission to exercise
14114 ;,larY powers made by The New England Trust Company on behalf of
natl-,,ngland National Bank of Boston, Boston, Massachusetts, the
404,-Inal bank into which it is to be converted, and grants such
sior:?.al bank authority, effective if and when the proposed conver-
locall consummated, to act, when not in contravention of State or
aki br,"'aw, as trustee, executor, administrator, registrar of stocks
estate-rids, guardian of estates, assignee, receiver, committee of
Stat ef lunatics, or in any other fiduciary capacity in which
%11111:4!nks , trust companies, or other corporations which come into
13t 7t1„:"IM with national banks are permitted to act under the laws
N;' State of Massachusetts. The exercise of such rights shall be

Ret to the provisions of section 11(k) of the Federal Reserve Act
SYsteniegulation F of the Board of Governors of the Federal Reserve

the c After the conversion becomes effective and the Comptrolleror

b.°11 ar, urrency authorizes the national bank to commence business,
requested to have the board of directors of New England National.

rk421; Boston adopt a resolution ratifying your application for per-
1 01;: to exercise fiduciary powers, and a certified copy of the
°t110;".1.4c)n so adopted should be forwarded to the Federal Reserve Bank
N-0-)n for transmittal to the Board for its records. When a copy
'tlflic resolution has been received by the Board, a formal certificate

toex-e'l:'ng the fiduciary powers that the national bank is authorized
seiS e will be forwarded.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mrp.." Paul C. Hodge, Vice President,
1/4'eral Reserve Bank of Chicago,

..""Leago 90. IllinDis.

13e4r Mr. Hodge:

Item No. 3
10/14/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 14, 1,);0

Vith re This refers to your letters of September 9 and 270 1960,
clas „ePect to the eligibility of certain types of deposits to be

a4zied as savings accounts in member banks.

Regloc., A savings deposit is defined in section 217.1(e) of
ered;: ì°n Q as a deposit consisting of funds deposited to the
or -J,1' °f one or more individuals, or of a corporation, association,
ebta,:uer organization operated primarily for religious, philanthropic,
ope;4;ata4_hle, educational, fraternal, or other similar purposes and not
held rd for profit, or in which the entire beneficial interest is
tiori '7 one or more individuals, or by such a corporation, associa-$ or other organization.

or sett Your first letter refers to the distinction between funds
Crover,°°1 Districts and funds of Boards of Education. The Board of
clet,i0-eZ°!e$ since 1935, has taken the position that the nature of the
iath $ or the organization on behalf of which funds are deposited,
krpoe determining factor rather than the nature of the funds and the
perdes! for which they are used. School Districts are usually inde-
D14.1)014 Political subdivisions operated primarily for educational
barld 81!S and therefore may maintain savings accounts. On the other
$111 3 Joeards of Education are usua)ly subdivisions of municipalities
440(1I cou 

'
rse a municipality is not operated primarily for educa-

ttor, -1. Purposes and therefore, may not deposit funds in a savings

4eo laz„,L It is understood that under Michigan law, Boards of Education
ki-c1;:'-43 of independent School Districts rather than branches of mu-o
!Nl ech_e vernments. The practice is for a city to collect both city

v°1 district taxes, completely segregate the latter from city
'44:0eLtInd place school funds in a separate bank for credit to the
'3141;446 of the Board of Education. Accordingly, it is the Board's

that in the State of Michigan, moneys segregated in this
1) are funds of organizations operated primarily for educationalb eee4/Ike. end therefore may deposited as savings accounts in member
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GOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
cii(11',

kot

ill', Paul C. Hodge .02•10

Your second letter deals with deposits in the name of
the Kent County Treasurer of a special education fund for handi-
cc-pped children. There is no indication that these funds are
held for the benefit of any particular children or for any
organization operated primarily for philanthropic, charitable,
°r other similar purposes* The Board of Governors has taken the
Position that the deposit of funds by a municipality on behalf of
a seZmont of the general public, even for a philanthropic or
charitable purpose, does not qualify such deposit as a savings
account. In other words, the funds must be held by a municipality
°...11 behalf of definite individuals or a qualifying organization*

the absence of any further facts, it uould not appear that the
Ikent County Treasurer could deposit the special education fund
for handicapped children in a savings account of a member bank.

Very truly yours,

(Signed) Eerritt ;Merman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Old Kent Bank and Trust Company,
Grand Rapids, Michigan.

Gentlemen:

Item No 4
10/14/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 14, 1960

In accordance with your request submitted through
the Federal Reserve Bank of Chicago, the Board of Governors
has reviewed your request for permission to establish a
branch in the Boston-Kalamazoo area in the light of the
additional information submitted and has approved the establish-
ment by Old Kent Bank and Trust Company of a branch at 2500
Kalamazoo Avenue, S. E., Grand Rapids, Michigan. This approval
has been granted provided the branch is established within six
months from the date of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 5
10/14/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 14, 1960

Mro William R. King,Assistant Vice President,
Federal Reserve Bank of Boston,
Boston 6, Massachusetts.

Dear Mr. King:

This refers to your letter of August 31, 1960, reporting an
i,n/restigation of the Beacon Finance Company, Boston, Massachusetts, arPoration, and of L. Mo and S. Gordon, doing business as Beaconal-na_nce Co., a partnership (both referred to together, for convenience,"the Beacon group"), made on August 25, 1960.

less For some years, the Beacon group has been engaged, more or
regularly,1511rnoo in the business of making collateral loans for the

of purchasing or carrying stocks registered on national secu»ilit4;es exchanges ("purpose loans"). Under section 221.3(q) of Regu-
adopted effective June 15, 1959, a question arises, therefore,hpr4! whether the company and the individuals involved are engaged

hlie ciPally, or as one of . • . [their] important activities, in the
14ess of making [such] loans".

. As of July 31, 1960, the corporation had purpose loans
-“clang of about $931,195, as contrasted with all loans for otherlirses (excluding intra -group loans) of $68,572. As of the same

as  the partnership had about $1,431,579 in purpose loans outstanding,thr. Contrasted with loans for all other purposes of $179,595. Correspond.
ligures for December 31, 1959, are $51,528 in purpose loans andi'3051A.oaris in other loans for the corporation and $1,593,746 in purpose

arld $317,460 in other loans for the partnership. The documents„te B. ed to the Board show no other business activity on the part ofBeacon 
group.

the In the light of the above figures, it seems clear that both
tiecttrtnership and the corporation fall within the definition of
qase 4121•3(q). It follows that, with the possible exception of one

41-1 loans made by banks after June 15, 1959, to members of the
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

141'• William R. King »2»

Be4con group must be secured by collateral, and are subject to all the
Pjovisions of Regulation U applicable to "purpose" loans, including
'le provisions regarding withdrawal and substitution of collateral.

The one possible exception concerns cases where "the loan
purposes are effectively and unmistakably separated and dis»

7ecooiated from any financing or refinancing, for the borrower or
b°41.thers' of any purchasing or carrying of" registered stocks. The
e den of showing that specific loans from banks qualify for this
a:"Ption would be upon the bank and upon the person subject to
e'ion 22103(q), and inquiry should be made promptly into the
rajetmlstances surrounding any loan as to which the lending bank
112:21aim that the exception applies. Since the July 31, 19602
ttorement of Assets and Liabilities" of the partnership shows
asses Payable to banks aggregating V1_2025,000, and correspondingit etS other than purpose loans aggregating only about $521,126,
to eeems evident that the exception could not in any event apply

411 the current bank borrowings of the partnership.

1.959 Loans made by banks to members of the group before June 15,rsg4 that are still outstanding are subject to all provisions of the
exc ati°n, including restrictions on withdrawals and substitutions,10 ePt that no collateral need be deposited in connection with such
41a so long as the amounts of the loans are not increased other
e:tisi,!'s Provided in section 221.3(d)0 However, any increases in
credlng loans, or additional advances under existing lines of
the 1,41', should be treated as new loans. Moreover, under the terms of
depofardis letter dated October 30 1960 (S»1765)„ any securitiesgrot Ited in the custody of the lending banks by members of the
alte,„12? in connection with the loans, should be treated as indirectly

g the loans.

cleterth4_ Further investigation will no doubt be necessary to
14 cs)--Lue whether violations of the regulation have taken place
Seetitilleotion with bank loans to the corporation or partnership.
kard°4 17(b) of the Securities Exchange Act of 1934 authorizes thebilati;t0 make whatever inspections are necessary with respect to the
Areao'se operations of persons subject to the rules and regulations
Nib1:112,7d by the Board, in order to obtain information required to
Thia wle Board to perform the functions conferred on it by the Act.
tr 
'
ot .t vision authorizes your Bank, as agent of the Board, to obtain

lokis"e Beacon  group for this purpose particulars as to any bank
the hm!hich may be outstanding to members at the group, including

—41es of the lending banks.
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lelliam R. King .3.

If your investigation should ahaw that any outstanding banklo to members of the Beacon group have been made or maintained in
'er.wlation of the regulation, steps should of course be taken promptly
lther to bring the loans into conformity with the regulation or to
liquidate them.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

AIRMAIL

Mrs J. E. Denmark,
Vice President,
Federal Reserve Bank of Atlanta,
Atlanta 3, Georgia.

Dear Mr. Denmark:

Item No. 6
10/14/60

October 14, 1960

This is in reply to your letter of September 27 to,Mr Solomon concerning a program at your Bank for Mr. Alfonso de'cta

.

 Espriella, an examiner for the Banking Department of Colombia,?outh 
America, who has been studying commercial banking in NewOrleans during the past year under grants by the Cordell HullFo

undation.

Your letter proposed that Mr. de la Espriella join theEx •anInation Department of the Bank for approximately a month and6/;:at he be permitted to accompany your examiners on visits to some
0 

the country banks in your district where he would have an op-
portunity to observe examination procedures and to learn somethingabout 

the operations of a small country bank. It was indicatedthat 
he would not be permitted actually to participate in the ex-mr illation but his role would be that of an observer and that agree-IZIlt would be Obtained from the bank concerned as to his presence.pa Was also indicated that Mr. de la Espriella would be on the

b Yr°11 at a nominal salary to be covered properly by your blanketond.

As you know, the Board and the Federal Reserve Banks fromtimethe time have assisted numerous foreigners with interests inarr 

to

of money and banking. Such assistance has usually been
atZged at the request of central banks in other countries or other,(31c°Priate government agencies, and the letter from dr. Carlos Casas,‹rintendent of Banks in Colombia, certainly covers this aspect.4,2nlY question concerning the program outlined for Mr. de latiVella concerns the proposal to place him on your payroll. Placingm.v.8 visitor on the payroll might establish a precedent that wouldb4 rise to additional requests of this type that could create em-
betwaseing situations where it would be difficult to draw lines04 eeh those who should be so assisted and those who should not.Previous occasions the Department of State has indicated to the
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Mr. J. . Denmark.

Board that while the System might consider extending its facilities
far training to foreign nationals for limited periods of time, the
expenses of such training should be borne by the foreign nationals'
government or other outside sources rather than by the System.

We are pleased that you are willing to help Mr. de la
Espriella and to afford him the opportunity of some on-the-spot exam-
ination observation. There is steadily increasing interest among the
?entral banks and governments of other countries in this area and it
18 felt that the System can provide most useful assistance.

Yours very truly,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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WASHINGTON 25, D. C.

CONFIDENTIAL (FR) 

Ur. N. I,Armistead„ Vice President,
Federal Reserve Bank of Richmond,
Richmond 13, Virginia.

Dear Mr. Armistead:

Item No. 7
10A4/60

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 14, 1960

In accordance with the request contained
in your letter of October 7, 1960, the Board approves
the appointment of Robert Louis Henkle as an assistant
examiner for the Federal Reserve -Bank of Richmond,
effective today.

It is noted that Pr. Henkle is indebted to
Virginia Trust Company, Richmond, Virginia, a nonmember
bank, in the amount of $9,50. Accordingly, the Board's
approval of Mr. Henkle's appointment is given with the
understanding that he will not participate in any exam—
ination of Virginia Trust Company until his indebtedness
has been liquidated.

Very truly yours,

(signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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