
Minutes for July 13, 1961

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.

Ohm. Martin

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 Thursday, July 13, 1961. The Board met in the Board Room at 10:00 a.m.

been

PRESENT: Mr. Balderston, Vice Chairman

Mr. Mills
Mr. Robertson
Mr. Shepardson
Mr. King

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Thomas, Adviser to the Board

Mr. Shay, Legislative Counsel
Mr. Hackley, General Counsel
Mr. Farrell, Director, Division of Bank

Operations
Mr. Harris, Coordinator, Office of Defense

Planning
Mr. Masters, Associate Director, Division of

Examinations
Mr. Koch, Adviser, Division of Research and

Statistics
Mr. Dembitz, Associate Adviser, Division of

Research and Statistics

Mr. Daniels, Assistant Director, Division

of Bank Operations
Mr. Goodman, Assistant Director, Division of

Examinations
Mr. Benner, Assistant Director, Division of

Examinations
Mr. Smith, Assistant Director, Division of

Examinations
Mr. Leavitt, Assistant Director, Division of

Examinations
Mr. Wood, Senior Economist, Division of Research

and Statistics
Mr. Young, Assistant Counsel

Mr. Spencer, General Assistant, Office of the

Secretary

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

circulated to the Board and copies of which are attached to these

MillUtes under the respective item numbers indicated, were approved

Ullatitmously:
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Item No.

Letter to The Chase Manhattan Bank, New York, 1
New York, approving the establishment of a branch
at 2035 Crompond Road, Yorktown Heights, Town of

Yorktown.

Letter to The Union Bank and Savings Company, 2
Bellevue, Ohio, approving an extension of time to
establish a branch at 114 North Sandusky Street.

Letter to Southern National Bank of Houston, 3
Houston, Texas, granting permission to maintain
reduced reserves.

Letter to the Presidents of all Federal Reserve 4
44ks regarding fallout shelter principles.

With respect to Item No. 4 the letter was approved after

discussion, at the instance of Governor Shepardson, concerning the

aPPropriateness of encouraging further fallout shelter expenditures at

the Federal Reserve Banks pending clarification of the program of the

Gclvernment in this regard. The comments made by the staff were

essentially to the effect that the intent of the letter was to clarify

ontstanding letters to the Reserve Banks and that any proposed major

e)cPenditures, not properly chargeable to repairs and alterations, would

continue to have to come before the Board for consideration. Governor

ShePardson indicated that, on this understanding, he would not object

to the sending of the letter. On the other hand, he would question the

Itisability of moving forward into further major expenditures in the

Dresent circumstances.

Messrs. Harris and Daniels then withdrew from the meeting.
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Change in location of foreign branch (Item No. 5). There had

been distributed to the Board copies of a memorandum from the Division

Of Examinations relating to a request of The First National City Bank

°f New York, New York, New York, for approval of a change in the location

°f a branch in Kuala Lumpur, Federation of Malaya. The recommendations

°f the Federal Reserve Bank of New York and the Division of Examinations

/rere favorable. In accordance with the usual procedure, the proposed

rePlY to the member bank stated that the location of the branch could

not be changed, after removal to the approved new location, without the

131'1-°r approval of the Board of Governors.

In discussion, Governor Robertson raised the question whether

the Board's current procedure should not be amended to eliminate the

liegIlirement that a member bank obtain the prior approval of the Board

or a change in the location of a foreign branch within the city where

the branch was located. He suggested that little was accomplished through

this requirement and that the Board's lack of familiarity with street

1°eation5 in foreign cities made it difficult to exercise competent

illdgment in such cases. If the banks concerned were required to notify

the Board promptly of any change of location, work would be saved and

14 his opinion the necessary results would be accomplished. In reply

to a
question, Governor Robertson indicated that he would make an

eXcePtion in the case of San Juan, Puerto Rico, which was not in a

l'°1'eign country and which presented certain special problems due
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Primarily to relationships between New York and local banks. As to

branches in foreign countries, he could not recall instances where the

change of location of a branch within a city had presented any substantial

Problem. Nor could he foresee such a problem except if an American bank

or banks began to establish an inordinately large number of branches in

a particular city.

Question was raised whether, if the requirement for prior approval

were eliminated, all member banks concerned should be notified. This

led to a suggestion by Mr. Goodman that the pertinent sentence in the

Proposed letter to First National City might be deleted, leaving the

qllestion of procedure in the future to be decided at such time as other

aPPlications for change of location were received.

Governor Mills indicated that he would concur in such an approach.

With reference to the activities of Edge corporations, he expressed the

view taat regulations requiring such corporations to come to the Board

even on relatively minor matters were wholesome, particularly since some

oposals on their part, for example, moves to avoid taxation, might

at least theoretically subject them and the Board to criticism. As to

the specific item under consideration, he would remove from the proposed

letter the sentence calling attention to the need for prior Board

approval in the event of a further change of location, but he would be

Inclined thentowait for a period and give further thought to the

1,1bject.
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Governor King indicated that he would be inclined to continue

the current procedure. It seemed doubtful to him that any substantial

amount of time would be saved by the proposed change, and it would be

disturbing to the banks concerned if for any reason the Board again

changed its practice and decided to revert to the current procedure.

As to the suggestion for dropping the sentence in question from the

Proposed letter, he had no strong feeling, but in general he felt that

It might be just as well to continue along the lines followed at the

Present time.

Governor Shepardson expressed agreement with the view of Governor

Robertson that a change of the location of an established branch within

11 foreign city was not a matter of particular significance. If there was

agreement on dropping from the proposed letter the sentence to which

reference had been made, then he would also suggest including a sentence

that would advise the bank to notify the Board promptly in the event of

44Y further change of address of the branch within the same city. An

e
qenditure of time was required, he noted, to go through the process of

.grellting prior approval, and he doubted whether the procedure was

necessary. However, he felt that the Board should be advised promptly

or 4nY change in the address of a foreign branch.

Following additional discussion along these lines, Governor

41derston said he gathered there was agreement with dropping from the

Proposed letter the sentence specifying the need for prior approval of
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aRY further change in location of the branch, and that there was also

agreement that the Board should insist on being notified of any change

°f* address of a foreign branch within the same city. Beyond that, it

did, not appear that the Board was of one mind.

There being no indication of disagreement with Governor

13e1derston's statement, it was understood that the letter to First

Rational City Bank regarding the branch in Kuala Lumpur would be phrased

al°11g the lines indicated thereby. A copy of the letter sent to the

bank pursuant to this understanding is attached as Item No. 5.

Inquiry by Savannah Bank and Trust Company (Item No. 6). When

the Board decided on February 24, 1961, to publish in the Federal Register

Pr'oposed amendments to Regulation D, Reserves of Member Banks, relating

to the classification of cities for reserve purposes, the suggestion was

ulade that the Presidents of the appropriate Federal Reserve Banks call

the amaller banks in Winston-Salem, North Carolina, and Savannah, Georgia,

6" explain the situation, since all of the banks in those two cities not

ellrrently classified as reserve city banks would be obvious candidates

t°1* declassification to country bank status if the two cities should be

designated as reserve cities. Pursuant to that suggestion, officers of

the Richmond and Atlanta Reserve Banks discussed the matter with the

allialler banks in Winston-Salem and Savannah. However, according to

c01'respondence that had been transmitted to the Board by the Atlanta

1344k, the Savannah Bank and Trust Company apparently had been left with
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enough doubt as to its prospective status to indicate that it would like

to have a more definite indication.

There had been circulated to the Board a proposed telegram to

the Atlanta Reserve Bank indicating that the Board felt it would be

desirable to advise the Savannah Bank and Trust Company that it would

defi nitely be eligible to carry reduced reserves, if Savannah were to

become a reserve city, so long as there was no significant change in

the character of the bank's business.

In reply to an inquiry by Governor Mills as to whether he would

have any concern about giving a definite indication at this stage, Mr.

Parrell said he would not in view of the size of the bank involved. He

then reviewed the procedure that had been suggested at the February 24

Meeting, the actions taken by the Richmond and Atlanta Banks pursuant

to that suggestion, and reasons why it would seem appropriate that the

48surance heretofore authorized to be given orally be reduced to writing

60 desired by the member bank.

Governor King raised certain questions from the standpoint of

general Board procedure in dealing with hypothetical questions and the

difficulties that might eventuate in some instances from giving assurances

in advance of an actual application.

In response to Governor King's comments, Mr. Thomas recalled

that the Board, when it was considering publication of the proposed

alnendments to Regulation D, had in mind the special circumstances
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Pertaining to Winston-Salem and Savannah, including the thought that if

those cities were classified as reserve cities under the new formula, the

smaller banks therein would be granted country bank status. Otherwise,

he noted, the Board might have been inclined to adopt some different

formula. Mr. Sherman commented to the effect that the oral assurances

given by the Richmond Reserve Bank apparently had satisfied the smaller

Winston-Salem banks completely, whereas the discussion between the

Atlanta Bank and the Savannah Bank and Trust Company evidently left

8fte room for doubt on the part of the member bank.

Governor King then indicated that in the light of these circum-

Stances he would not object to sending the proposed telegram.

Accordingly, unanimous approval was given to the telegram to

the Atlanta Reserve Bank, a copy of which is attached as Item No. 6.

Report on competitive factors (Mercer-Fredonia, Pennsylvania). 

A draft of report to the Comptroller of the Currency on the competitive

ractors involved in the proposed purchase of assets and assumption of

liabilities of Fredonia National Bank, Fredonia, Pennsylvania, by The

Pirst National Bank of Mercer, Mercer, Pennsylvania, had been distributed

Ilnder date of July 11, 1961.

Discussion of the conclusion, as drafted, resulted in a suggestion

that it be changed, along lines recommended to the staff by Governor Mills

Prior to the meeting, so as to read as follows:
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The proposed acquisition of assets and assumption of

liabilities of the Fredonia National Bank, Fredonia, Pennsyl-

vania, by The First National Bank of Mercer, Mercer,

Pennsylvania, would not appear to be adverse to banking

competition in the area.

There being agreement with this suggestion, the report was

.!zpl.alf!1. unanimously in such form for transmittal to the Comptroller
O1 the Currency.

Mr. Leavitt then withdrew from the meeting.

Report on H.R. 7857 and H.R. 8005 (Item No. 7). There had been

circulated to the Board a draft of letter to Chairman Dawson of the

licuse Committee on Government Operations, prepared in response to a

l'equest for comments on bill H.R. 7857, which would set a limit on the

total expenditures in the budget for each fiscal year in relation to

the estimated net budget receipts for the same year.

The Secretary noted that the Board had now received from Chairman

4wson a request for comments on H.R. 8005, an identical bill. Therefore,

the proposed draft regarding H.R. 7857, if approved by the Board, could

be revised to incorporate also a reference to H.R. 8005.

After minor changes in language along lines suggested by Mr.

Th°maa had been agreed upon, unanimous approval was given to a letter

tc) Chairman Dawson in the form attached as Item No. 7.

Report on H.R. 7796 (Item No. 8). There had been distributed

t° the Board copies of a memorandum from the Legal Division dated July 10,

1961) regarding the request of the House Banking and Currency Committee
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f°1* a report on H.R. 7796, a bill that would amend section 24 of the

Federal Reserve Act to liberalize limitations on real estate and

construction loans by national banks.

Under the first paragraph of section 24, a national bank was

4(311 Permitted to make real estate loans in an aggregate amount not in

excess of capital and surplus, or not in excess of 60 per cent of its

time
and savings deposits, whichever amount was greater. H.R. 7796

°'111c3. increase the figure of 60 per cent to 70 per cent.

The bill would also amend the third paragraph of section 24 to

IncTease from 9 months to 18 months the maximum maturity of loans to

flaance the construction of residential or farm buildings.

Submitted with the memorandum was a proposed letter stating

that the Board would have no objection to favorable consideration of the

131-11.

In commenting on the features of the bill at the Board's request,

** Benner noted that total time and savings deposits of national banks

4t the end of 1960 were about :')40. billion, so it might appear that the

11°Posed change from 60 per cent to 70 per cent in the first paragraph

of section 24 would permit an expansion of real estate loans of as much

as billion. However, at the end of 1960 such loans totaled only

about 
$15.5 billion, of which only about *10 billion was subject to

00 the Per cent limitation, the remainder consisting of exempt FHA and

VA
-ns- The principal purpose of the proposed amendment would appear
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t° he to assist banks in certain locations where real estate loans were

an important factor in bank lending and other types of loans were not

so readily available. In the circumstances, he saw no great objection

to the proposal. As to the other portion of the bill, while a maximum

Maturity of 18 months on residential and farm construction loans might

seem liberal, a representative of the Office of the Comptroller of the

ClIrrency had advised that that Office saw no objection.

Mr. Young indicated that the Comptroller's Office understood

the Purpose of the proposed increase from 6o per cent to 70 per cent was

to assist in isolated situations, particularly in the District of

Columbia and Texas, and that the proposal, if enacted, was not expected

t° lto any significant changes in the practices of national banks

throughout the country generally.

Governor Mills then stated that he had strong feelings on the

sllbJect. In his opinion the rationalization reportedly given by the

C°11113troller's Office was fallacious. To open the door to national banks

to take on a further load of long-term, slow-moving assets against time

411(1 savings deposits, including savings deposits payable in practice

on 
demand was, as he saw it, moving in the wrong direction, in furtherance

(4' the trend over a number of years. He noted also that FHA and VA loans

14el'e not subject to the current limitations of section 24, yet they were

'8-Low-moving assets. To increase the 60 per cent limitation would

84101Art to inviting liberalization on the part of banks that should be
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t8king the opposite course; the present ceiling, in his judgment,

should not be raised simply to benefit those banks that had already

extended themselves in this field. In the interest of sound banking,

atid in the light of the Board's responsibilities as a bank supervisory

4gencY, he would urge taking the opposite position in the proposed letter.

He understood that the proposed legislation represented principally a

Pl'omation by a bank or banks within the District of Columbia, and he

did not feel that a law applicable to all national banks should be

erighed in the light of the self-interest of a small group of banks.

As to the provisions of the bill relating to construction loans, he

thoUght the present provisions of the law were adequate, but the matter

did not seem too important. He did not believe that any well-managed

/34111( would follow a policy of making such loans beyond the period of

construction.

Governor Robertson pointed out that the current bill represented

ni°dification of legislation that had been proposed previously; he

l'egarded the present proposal as fairly innocuous. He saw merit in the

11

that legislation of general applicability should not be passed for

the benefit of a few banks, and according to his understanding only one

bahl,
--LI- in the District of Columbia was vitally concerned. He was not

r441i1iar with what Texas banks might be involved. On balance, however,

slhee he did not think the matter was too important, he would be inclined

to aPprove the proposed letter.
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Governor Shepardson expressed concern about the principle of

enacting legislation for the benefit of a few banks, rather than on the

basis of whether the legislation would be advisable from the standpoint

of banks generally. If a proposal would be helpful to a few banks, but

objectionable from a general standpoint, he would not want to support it.

On this point Governor Robertson stated, in reply to a question,

that he did not think the proposed amendment of the first paragraph of

section 24 would be particularly objectionable. Basically, he suggested,

the problem could be dealt with through bank supervision rather than by

statute. When the present legislation was enacted, there was real need

for it, but the whole field of real estate lending had changed drastically

14 the past twenty years. Even if there were no statutory limitation,

he felt that the bank supervisory agencies could deal with the problem.

Governors Shepardson and King then stated that they would favor

the proposed letter, the former indicating that he would take this

Position on the basis of the comments just made by Governor Robertson.

G°11ernor King commented on certain situations where it appeared to him

that the liberalizing provisions of the bill with regard to construction

1°84s would be helpful to lenders and borrowers.

Governor Mills then made the further statement that he wished to

44ve his vigorous dissent recorded in the minutes. He desired to call to

the Board's attention that it was dealing with something much more

ental than this particular measure. In his opinion the Board was
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Putting itself in an inextricable position from the standpoint of the

Study of Regulation A, Advances and Discounts by Federal Reserve Banks,

now being made by a System committee. The principal reason the

regulation was up for discussion, as he understood it, was that banks

had allowed themselves to become so overloaded with slow-moving assets,

including term loans, longer-term consumer loans, and real estate loans,

that they could not meet the needs of their ordinary borrowers of short-

term credit. If subjected to heavy credit demands or to deposit

/githdrawals, they would therefore need to resort to borrowing from

the Federal Reserve Banks. It was an unhappy prospect with which the

banks were confronted, and further relaxation would invite multiplication

Of the existing evils. As an additional indication of the situation,

it Was now being proposed that member banks, on the ground that they

l'iere cramped in their lending capacity and had to secure public deposits

th collateral eligible for member bank borrowing, be allowed to use

their required reserves as collateral for public deposits. In summary,

Governor mills felt that the current developments were serious and that

4° effort was being made to correct them.

Governor Balderston said that he also was concerned about the

Problem. After referring to several facets of the matter, he added

that although he was not sure what constructive steps the Federal Reserve

tlight take, he shared many of the apprehensions noted by Governor Mills.

lyt the same time, his concern about the broad problem did not lead him
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to the point that he would vote against the particular letter that was

Ilaw before the Board.

In further discussion, Governor Shepardson raised for consider-

ation the possibility of requiring notice of withdrawal of savings funds,

bUt added that it would seem unfortunate to tighten procedures in the

ease of banks if there were no similar limitations on the withdrawal

or funds placed with savings and loan associations.

The proposed letter to the House Banking and Currency Committee

reP°rting on H.R. 7796 was then approved, Governor Mills dissenting for

the reasons he had stated. A copy of the letter is attached as

Item No. 8.

Messrs. Thomas, Shay, Koch, Dembitz, Goodman, Benner, Young,

W°°4., and Spencer then withdrew from the meeting.

Report of examination of Federal Reserve Bank of Minneapolis.

The report of the examination of the Federal Reserve Bank of Minneapolis

4184e by the Board's examining staff as of March 27, 1961, had been

Qirculated to the Board, along with the usual accompanying memoranda.

Mr. Smith commented on matters disclosed by the examination,

614Qc1 on the basis of his comments it was agreed that there were no matters

'413earing to require action on the part of the Board.

SEANZA Central Banking Course. Governor Shepardson referred to

'4 letter addressed to Chairman Martin under date of June 15, 1961, by the

G°\rernor of the Bank of Japan inquiring whether Mr. Young, Adviser to
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the Board and Director, Division of International Finance, might be

made available for about two weeks to serve as a Visiting Specialist

to the Fourth SEANZA Central Banking Course, to be held in Tokyo in

APril 1962. Governor Shepardson said that after discussion with Chairman

Martin and Mr. Young, he would recommend that Mr. Young be authorized to

Participate in the manner requested, with his expenses to be defrayed

by the Board.

It being understood that both Chairman Martin and Mr. Young

felt it would be possible to make arrangements which would permit Mr.

Y°11ng's participation, there was concurrence in Governor Shepardson's

recommendation. Governor Robertson commented that although he would

have no objection to this particular proposal in view of the circumstances

il1v°1ved, he felt it was desirable, as a matter of general principle, to

e'ff°rd oPportunities for foreign travel to as many different members

Of the Board's staff as possible.

In this connection, Governor Shepardson reported that Mr. Hersey,

Adviser in the Division of International Finance, had been selected to

e.ce°111PanY Mr. Young to Paris for the purpose of attending meetings of a

1.°Iting group of the Economic Policy Committee of the Organization for

Ill'0Pean Economic Cooperation to be held July 24-26, 1961, and that

1)erMissi0n had been requested for Mr. Hersey to extend his trip to

vi—.1.t the German Federal Bank and the Bank of England for a total period

Of three 
working days. This travel by Mt. Hersey was approved unanimously.
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The meeting then adjourned.

Secretary's Note: Governor Shepardson today
approved on behalf of the Board the following

items:

t, Memorandum from the Division of Research and Statistics recommending

aPPointment of Trania J. Aquino as Clerk-Typist in that Division,
wIth basic annual salary at the rate of $3,760, effective the date of
entrance upon duty.

Letter to the Federal Reserve Bank of Richmond (attached Item No. 9)
aPProving the appointment of Scott Broaddus as assistant examiner.

a Letter to the Federal Reserve Bank of Atlanta (attached Item No. 10)
PProving the designation of Landon E. Aldridge as special assistant
examiner.

x Letter to the Federal Reserve Bank of San Francisco (attached Item
a th
pprov  e designation of nine persons as special assistantA

aminers.

Seer ta5
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Chase Manhattan B
Neu York, New York.

Gentlemen:

Item No. 1
7/13/61

ADDRESS OFFICiAL CORRESPONDENCE

TO THE HOARD

July 131 1961

Pursuant to your request submitted through the
Federal Reserve Bank of New York, the Board of Governors
of the Federal Reserve System approves the establishment
by The Chase Manhattan Bank, New York, New York, of a
branch at 2035 Crompond Road, Yorktown Heights (unincor-
porated area), Town of Yorktown, Westchester County, New
York, provided the branch is established within one year
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 Item No. 2

WASHINGTON 25. O. C. 
7/13/61

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 13, 1961

Board of Directors,
The Union Bank and Savings Company,
Bellevue, Ohio.

Gentlemen:

Pursuant to your request submitted through
the Federal Reserve Bank of Cleveland, the Board of

Governors has approved an extension until August 8,
1961, of the time within which The Union Bank and

Savings Company may establish a branch at 1111 North

Sandusky Street, Bellevue, Ohio. Establishment of

this branch was authorized in a letter dated Jul:- 8,

1960.

Very truly yours,

(Signed) Elizabeth L. Carmichael

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

FEDERAL RESERVE SYSTEM Item No. 3

WASHINGTON 25. D. C. 
7/13/61

ADDRESS OFFICIAL CORRESP HDENCE

TO THE BOARD

July 132 1961

Board of Directors,
Southern National Bank of Houston,
Rouston, Texas.

Gentlemen:

Pursuant to your request submitted through the Federal
Reserve Bank of Dallas, the Board of Governors, acting under the
Pl'ovisions of Section 19 of the Federal Reserve Act, grants per-
°lesion to the Southern National Bank of Houston to maintain the
183afte reserves against deposits as are required to be maintained

banks located outside of central reserve and reserve cities,
Ifective with the first biweekly reserve computation period be-

ginning after the date of this letter.

Your attention is called to the fact that such permissionis 
subject to revocation by the Board of Governors.

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.

kta*tett*

Dear sir:

Item No. 4
7/13/61

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 13, 1961.

In the Board's letter of May 6, 1959, it was stated that
the Government's policy to include fallout shelters in new buildings
should be given consideration by Reserve Banks in their construction
lrograms. In addition, the Board sought information from the Reserve
Banks 

regarding the feasibility of utilizing areas in existing

tlrlldings for shelter purposes provided that the estimated cost ofirii
Pr°ving protective qualities and making the area habitable was not

eXorbitant.

The Board's letter of December 15, 1960, referring to

pici.ance subsequently issued by the Office of Civil and Defense

b 1.31lization on the incorporation of fallout shelter in existing

411din's, requested the Reserve Banks to re-study the possibility

Providing shelter in their buildings. Replies received to the

Board,s letter of December 15, 1960, indicate that--

In most cases the Reserve Banks have found it feasible

to utilize areas in existing buildings for shelter purposes

and have found the estimated additional cost to be reason-

able. Some of these Banks have proceeded to complete their

Shelter arrangements,

In two cases the utilization of areas in existing

buildings was found to be feasible with minor additional

cost, but doubt was expressed as to the wisdom of going

ahead in view of planned new construction in the near

future which would provide better shelter facilities.

In a few cases it was found that it would be possible

to utilize areas in existing buildings, but the estimated
cost to achieve adequate shielding and habitability was

considered to be excessive.

During discussion of the topic "Fallout Shelters" at theAPria. 4, 1961, System Conference on Emergency Planning, representatives
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Of 
Several Reserve Banks indicated that their Banks needed further

guldance from the Board before proceeding. The enclosed summary of
Arallout shelter principles was prepared with this thought in mind.
draft of the summary was submitted to OCDM for review, and

ellIggestions made by that Office have been included. The summary is

rt intended to be complete. Additional guidance and technical
tetalls are contained in the OCDM publications forwarded to your
ank in August and December 1960.

Very truly yours,

iT)

Secr

1-

(1>Me„it man,

flea-c) sure

111E PRESIDENTS OF ALL FEDERAL RESERVE BANKS

....N.Z...."1,,,,I.
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SUMARY OF FALLOUT SHELTER PRINCIPLES

FOR RESERVE BANKS

The following summary of fallout shelter principles is int
ended

for, 
rea4 reference.

the 1, New construction. Reserve Banks should give consideration to

Provision of fallout shelter in new building projects,

:f 
The cost of shelter in new buildings should not exceed 5 per cent

 

lellh e cost of the building without shelter. In order that the c
ost of

irvoter may be considered separately, fallout shelter pr
ovisions should be

1 ed as alternates in plans and specifications. One alternate should

atdovide for the structural requirements (e.g., thicker walls and 
slab),

another alternate should provide for electrical and mech
anical equipment.

tO" 

2. Existing buildings. Reserve Banks should give consideration

e provision of fallout shelter in existing buildings w
hen feasible at

iszonable cost. There is no objection to proceeding with the 
provision of

„40,4t shelters without further reference to the Board 
if the estimated

so laof alterations and fixed equipment is considered reasonable 
and is not

that fge as to constitute a major bank premises project. If the cost is such

4he project constitutes a major bank premises project, 
it should be

glitted to the Board for review.

If it is felt that the cost of providing a fallout shelter 
in an

eXisti40„ ng building is exorbitant, no action should be taken
 pending clarifica-

" of Government policy on expenditures of funds for 
fallout shelter.

"'with 
Provision of fallout shelter in en existing building may be deferred,

tor, atanding feasibility and acceptable cost, if new
 construction planned

'he near future would provide better shelter facilities.

3. Additional guidance. Guidance for determining what is appro-

ove,. e shelter, the priokity of steps to be taken if the 
project extends

es 1:more than one budget year, and the limitations on such 
projects are

10ws:

MeltStep No. 1 -- Population. Determine the number of persons to be

to n ered based on the building population. No consideration will be given

(114,42blic or outside use (this differs from 2.c. of the O
CDL "General Re-

titte;ments for Incorporation of Fallout Shelter in New Fede
ral Buildingso u

arld:!' 1960, which was enclosed with the Board's lette
r of December 15, 1960,

'41e OCDM letter of October 18, 1960).

the b Step No. 2 -- Size of area. .Determine the best area or 
areas in

Appe,IPAing for shelter purposes using the sur
vey guidance contained in

kird::Llees 1 and 2 to Annex 10 -- The National S
helter Plan. Allow a

tix-e7411m of 12-1/2 square feet per person, exc
lusive of stand-by equipment and

Pera' equipment located in the shelter area. A minimum of 10 square feet per

trit" will be required for eating, sleeping, and ex
ercising; meeting this

equierion will require use of tiered bunks and minimum 
food preparation

tlitthr:ment. About 2-1/2 feet per person will be required 
for storage of fur-

4.488 and supplies.
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Step N0,3 --Structural alterations. Determine what alterations
are necessary and feasible to provide a protection factor of 100 or more,
d the estimated cost of such alterations.

a. In no case should the cost for added structural

shielding in existing buildings be incurred if

the structure already provides a shielding factor

of 250 or more (categories A and B described in

Appendices 1 and 2 of Annex 10).

b. In no case should any cost be incurred for added

structural shielding if the proposed shelter with

the added shielding will not provide a shielding

factor of 100 or more. (See category C described

in Appendices 1 and 2 for examples.)

Step No. 4 -- Ventilation. Adequate ventilation for the shelter
81131aldThe be provided by a forced air system to permit full shelter occupancy.

Pe 
r system should supply fresh air at the rate of at least three cubic feet

k414anute per person in the shelter area, and at least five cubic feet per

c
ort'

2,Per person in areas where duties require high efficiency, such as
04 centers, hospitals, and telephone exchanges.

Aower Step No. 5 -- Electric Power, Dependable independent electrical
z)10_, with capacity for ventilation, lights, and water pump, if any,
prc:d be provided if emergency plans for the public power station do not

1de for continued operation under fallout conditions,

the t If a generator has already been acquired or is to be acquired by

to allk for stand-by nondefense purposes it should be used if possible
'fleet the shelter needs as well.

least 
Step No. 6 -- Water. A supply of potable water is essential; at

Itl (3ne-half gallon per day must be readily available to each occupant.

teed:altion, another one-half gallon of water per day per person will be

for hygienic purposes. The water supply may be secured through a
p1147ge tank in or near the shelter, bottled water, a well, or the local
cohtle water source if it can be determined that the water will be un-

dtlri ninated and the treatment and pump plant will continue in operation
war-emergency conditions.

for e Ste No. 7 -- Toilet facilities. The recommended minimum is one

is 1.1c2eh 70 persons. If the number of toilets installed in the shelter area

to adequate, facilities in adjacent rooms or on nearby floors may be used

Ro c:" the persons sheltered. This plan assumes that persons would not
trtilliz!ide the building and would be away from the sheltered area only for a
tiall:44m amount of time. In these circumstances, it might not be necessary to

Theitshowers and other decontamination facilities within or adjacent to the

el' area.

bin Ste No. 8 -- Food, cots, blankets and miscellaneous supplies. Cots

Go\re -nkets may be obtained without cost (except shipping charges) from

totbnnlent surplus property. However, it is recommended that these items
e ordered for storage until the shelter has been made suitable.
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!!!Qestions regarding food supplies may be found in Supplement A of Appendix 1
Annex 2 of The National Plan of the Office of Civil and Defense Mobilization.

4. Comparative costs. Information supplied by OCDM based on

nmated or actual cost of providing shelter in a number of office buildings,
"14.ie and private, shows the following:

14

Cost of added structural shielding

Habitability (ventilation and power)

Miscellaneous supplies (food, water,
cots, blankets, etc.)

Average 0.0.00
per occupant
(0 to .4.52)

Average $25 per
occupant

Average $13 per
occupant

Total average cost per occupant $48

general the protective characteristics of most Reserve Bank buildings are
8reaterthe than the average office building; therefore, it might be assumed that
elvreost of structural shielding would be somewhat less than that for the

age office building.
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BOARD OF GOVERNORS
OF THE.

FVDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

The First National City Bank
of New York,

399 Park Avenue,
New York 22, New York.

Gentlemen:

Item No. 5
7/13/61

-.Ixoncss OFFICIAL CORRIESPONDIENCK
TO THE BOARD

July 13, 1961

In accordance with the reqtest contained in your

letter of June 12, 1961, transmitted through the Federal

Reserve Bank of New York, the Board cf Governors approves
a change in location of your branch in Kuala Lumpur,

Federation of Malaya, from 28-30, Old Market Square to the

American International Assurance Company Ltd. Building on

Ampang Road, Kuala Lumpur. In the event of any further

change in location of the branch within the City of Kuala

Lumpur, please notify the Board promptly of the new address.

Please advise the Board of Governors in writing,

through the Federal Reserve Bank of New York, when the '

branch is removed to the new location and opened for

business, furnishing information as to the street address
of the branch.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,'
Secretary.
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Item No. 6TELEGRAM
LEASED WIRE SERVICE 7/13/61

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

July 131 1961

Referring your June 29 letter, Board feels it would be

desirable to advise Mig4 Clark that if Savannah becomes a reserve

City  Savannah Bank and Trust Company wi.11 definitely be eligible

to carry reduced reserves so long as there is no significant change

14 the nature of the bank's b-usinesso

(Signed) Merritt Sherman

SHERMAN
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable William L. Dawson,
erhe'irrnan,
lelltrlittee on Government Operations,

of Representatives,
—"ington 25, D. C.

pear Mr. Chairman:

Item No. 7
7/13/61

OFFICE OF THE VICE CHAIRMAN

July 14, 1961

This is in response to your letters of June 28 and July 11

btj 
l'eqUesti-ng reports on H. R. 7857 and H. R. 8005. Either of these

Pen 
which are identical in content, would set a limit on the total

est ditures in the budget for each fiscal year in relation to the
4-mated net budget receipts for the same year.

Public The intention of these bills to hasten retirement of the
type debt is laudable. However, it is questionable whether the
this °f budgetary and debt retirement program that would result from
st
'
ab,ProPosal would be desirable from the standpoint of economic

lization, particularly in periods of economic recession.

As you know, budget receipts, with unchanged tax rates, vary

activ, leally in response to fluctuations in incomes and economic

;L.Y. Certain types of expenditures, particularly those under

levelo3rrrient compensation programs, are also sensitive to changes in

expe 8 of economic activity. Such changes in Government receipts and

attritures inevitably result in budget deficits or reduced surpluses
hieh Mes of economic recession, or in enlarged surpluses at times of
4 nli activity. It is not clear how a program of debt reduction, at

bos um uniform rate as would be provided in H. R. 7857 and H. R.
kltoLeould be reconciled with these fluctuations that now occur

lcally under our fiscal system.

ttlr_ These automatic variations in Government receipts and expendi-

the
 
e -erve to some degree as an influence for lessening instability in

iloardep°n°mY resulting from fluctuations in private activities. The
wo $ therefore doubts whether the over-all effects of these measuresL_

oe beneficial.

Sincerely yours,

(Signed) C. Canby Balderston

C. Canby Balderston,
Vice Chairman.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable Brent Spence,
Chairman,
Committee on Banking and Currency,
House of Representatives,
Washington 25, D.C.

Dear Mr, Chairman:

Item No. 8
7/13/61

OFFICE OF THE VICE CHAIRMAN

July 14, 1961

This is in response to your letter of June 23, 1961,
l'eguesting a report on the bill, H.R. 7796, which would amend

retion 24 of the Federal Reserve Act in order to liberalize
,er2ding limitations on real estate and construction loans by
.a-uional banks.

bank Under the first paragraph of section 24 a national
may now make real estate loans in an aggregate amount not

i72)coess of the amount of the capital stock of the national
paid in and unimpaired plus the amount of its unimpaired

;.?Plus funds, or not in excess of 60 per cent of the amount of
-,;;;;3 time  and savings deposits, whichever is greater. H.R. 7796
uld increase the second alternative to 70 per cent.

Under the third paragraph of section 24 loans by
4attonal banks to finance the construction of residential or

buildings, maturing in not more than 9 months, are not
'lloiect to the limitations and requirements af that sectiona
2Plicable to "loans secured by real estate." H.R. 7796 would
.rease the permissible maximum maturity on such loans to
44) Months.

This is to advise that the Board has no objection to
vorable consideration of the bill.

Sincerely yours,

(Signed) C. Canby Balderston

C. Canby Balderston
Vice Chairman
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

CCINFIDENTIAL FR

. John L. Nosker, Vice President,
rederal Reserve Bank of Richmond,
Richmond 13, Virginia.

tear Mr. Nosker:

Item No. 9
7/13/61

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 13, 1961

In accordance with the request contained in your letter
July 10, 1961, the Board approves the appointment of Scott Broaddus
an assistant examiner for the Federal Reserve Bank of Richmond,el

fective today.

It is noted that Mr. Broaddus is the son of a vice id pres-
ent of The Bank of Virginia, Richmond, Virginia, a State memberbank

m_. • Accordingly, the Board's approval of the appointment of
Broaddus is given with the understanding that he will not

1,82:ticipate in any examination of The Bank of Virginia as long as
'44.s father is an officer of that institution.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mr. Geo. W. Sheffer, Jr., Chief Examiner,
Federal Reserve Bank of Atlanta,
Atlanta 3, Georgia.

Dear Mr. Sheffer:

Item No. 10
i/13/61

AODRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 13, 1961

In accordance with the request contained in
your letter of July 70 1961, the Board approves the
designation of Landon E. Aldridge as a special assistant
examiner for the Federal Reserve Bank of Atlanta for the
Purpose of participating in examinations of State member
banks only.

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.

. Eliot J. Swan, President,
rederal Reserve Bank of San Francisco,
3811 Francisco 20, California.

Dear Mi. Swan:

Item No. 11
7/13/61

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 13, 1961

Of Jul In accordance with the request contained in your letter
x. w Y 6, 1961, the Board approves the designation of D. E. Cone,

the F 
Spencer, and L. D. Moyer as special assistant examiners for

ti ederal Reserve Bank of San Francisco for the purpose of par-
eiPating in examinations of State member banks only.

emPlo 
The Board also approves the designation of the following

Yeee as special assistant examiners for the Federal Reserve
41-4'e 'c for the purpose of participating in examinations of State

Illber banks except the bank listed immediately above their names:

Wells Fargo Bank American Trust Company
San Francisco, California 

B. T. Branch T. A. Flowers

United California Bank
Los Angeles, California

R. F. Gee
C. F. Lind

R. E. Prosser
G. Virta

these The authorizations heretofore given your Bank to designate
employees as special assistant examiners are hereby canceled.

tb,b:Priate notations have also been made in our records of the names
' deleted from the list of special assistant examiners.

Very truly yours,

(Signed) Elizabeth L. Carmichael

-Elizabeth L. Carmichael,
Assistant Secretary.
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