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Minutes for  January 30, 1962

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. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

Gov. King

Gov. Mitchell



Minutes of the Board of Governors of the Federal Reserve System

on Tuesday, January 30, 1962. The Board met in the Board Room at 10:00

a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Robertson
Mr. Shepardson
Mr. King
Mr. Mitchell

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Fauver, Assistant to the Board
Mr. Hackley, General Counsel
Mr. Solomon, Director, Division of Examinations
Mr. Johnson, Director, Division of Personnel

Administration

Mr. Chase, Assistant General Counsel
Mr. O'Connell, Assistant General Counsel
Mr. Shay, Assistant General Counsel
Mr. Benner, Assistant Director, Division of

Examinations

Mr. Leavitt, Assistant Director, Division of
Examinations

Mr. Spencer, General Assistant, Office of the
Secretary

Mr. Veret, Attorney, Legal Division
Mr. Achor, Review Examiner, Division of

Examinations

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

been circulated to the members of the Board and copies of which are

attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Letter to the Federal Reserve Agent, Federal Reserve

Bank of Kansas City, enclosing a draft of letter to

Adrian Harmon, Vice President, Barton County State

Bank, Lamar, Missouri, regarding apparent violations

Of section 19 of the Federal Reserve Act.

Item No.

1 - 2
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Item No. 

Letter to the Federal Reserve Bank of Kansas City

approving the payment of salaries to certain officers

at rates fixed by the Board of Directors.

With respect to Items 1-2, Messrs. Hackley and Solomon stated that

they had refrained from participating in the work on the case thus far,

so that they would be eligible to assist the Board on the adjudicative

aspects of the matter as and when necessary. Mr. Benner reviewed the

circumstances of the case in some detail prior to approval by the Board

of the letter to the Federal Reserve Agent.

Messrs. Johnson, Chase, and Benner withdrew from the meeting at

this point.

Report on competitive factors (Charlotte-North Wilkesboro North

Carolina). A draft of report to the Comptroller of the Currency on the

competitive factors involved in the proposed merger of Bank of North

Wilkesboro, North Wilkesboro, North Carolina, into North Carolina National

Bank, Charlotte, North Carolina, had been distributed with a memorandum

from the Division of Examinations dated January 23, 1962.

Mr. Solomon reported that Governor Mills had raised a question

With respect to the location of the banks involved in the proposed merger

and had suggested that the information in that regard be expanded.

Accordingly, supplemental material had been prepared and distributed to

the Board, and Governor Mills had indicated that he found it helpful in

clarifying the situation. It was proposed to include that material in

the report.
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Following a discussion in which agreement was expressed with a

change in the conclusion reflecting a suggestion made by Governor

Robertson, the report was approved unanimously for transmittal to the

Comptroller in a form in which the additional material described by

Mr. Solomon would be included and the conclusion would read as follows:

There is little evidence of existing competition between
the two banks. However, the proposed merger reflects the
continuance of a trend in North Carolina toward concentration
of banking resources in a few large banks.

Report on competitive factors (Salt Lake City-Kearns, Utah). 

There had been distributed, with a memorandum from the Division of

Examinations dated January 23, 1962, a draft report to the Comptroller

of the Currency regarding the competitive factors involved in the

proposed merger of Bank of Kearns, Kearns, Utah, into Zions First National

Bank, Salt Lake City, Utah.

After a discussion of certain aspects of the case, and in the

light of questions raised by Governor Mitchell that resulted in the

omission of a part of the proposed conclusion, the report was approved 

unanimously for transmittal to the Comptroller in a form in which the

conclusion read as follows:

Due principally to the considerable distance between the

two banks desiring to merge (which distance is dotted with

intervening offices of competing banks) coupled with Zion&

lack of representation in the southwest quadrant of Salt Lake

County, there appears to be very little competition between

the two institutions.
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AS.lication b

—4—

S rin field Safe De osit and Trust Corn an There

had been distributed a memorandum from the Division of Examinations

dated January 24, 1962, regarding an application by Springfield Safe

Deposit and Trust Company, Springfield, Massachusetts, to consolidate with

Hadley Falls Trust Company, Holyoke, Massachusetts. The recommendations

of the Division and the Federal Reserve Bank of Boston were favorable. As

to the competitive factors involved, the reports from the other Federal

bank supervisory agencies and the Department of Justice expressed the

view that no substantial lessening of competition would result from

consummation of the proposed consolidation. A note attached to the

memorandum from the Division of Examinations indicated that the Legal

Division had reviewed the application and had no comment.

At the Board's request, Mr. Leavitt reviewed the case in some

detail, his comments being based substantially on the information presented

in the memorandum from the Division of Examinations. He and Mr. Achor then

replied to a number of questions relating principally to the management

of Hadley Falls Trust Company, the competitive situation in the area, and

the lending and investment policies of
 the two banks proposing to

consolidate.

Following this discussion, Governor Robertso
n cited the long

history of unsuccessful efforts by the Federal Reserve to have the capital

Position of the Hadley Falls Trust Company impro
ved. As to the trust

company's heavy portfolio of municipal investments, to which reference had
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been made during the preceding discussion, he noted that the securities

were not primarily obligations of the bank's own community. In his

view, taking management, capital, and asset factors into consideration,

the Board would be well advised to permit the proposed consolidation,

which would resolve a borderline problem case. There was no appreciable

amount of competition between the two merging banks, and the continuing

institution would be in a better position to compete with the strong

savings institutions in the area, as well as to compete against the two

larger Springfield commercial banks. In these circumstances, he would

vote to approve the application.

Governor Mitchell, who had raised a number of questions during

the preceding discussion regarding the two banks--their operations,

record of community service, and management--indicated that he would vote

for approval, although with some degree of reluctance, in light of the

Points developed by Governor Robertson and the members of the staff.

Thereupon, the application was approved unanimously, and it was

understood that the Legal Division would prepare for the Board's

consideration an order and statement reflecting this decision.

Training program. Governor Shepardson summarized for the Board's

information a report that he had received from the Division of Personnel

Administration regarding activities conducted under the Board's training

and development program, including group training programs and programs

that had been worked out for individual members of the staff.
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Governor Robertson reported briefly on an experimental program

of training for bank examiners from the three Federal bank supervisory

agencies on examination problems related to the increasing use of

electronic equipment by banks.

The meeting then adjourned.

Secretary's Note: Pursuant to recommendations

contained in memoranda from appropriate indi-

viduals concerned, Governor Shepardson today

approved on behalf of the Board the following

actions relating to the Board's staff:

Appointments 

Annie V. Becton as Substitute Maid, Division of Personnel Adminis-

tration, with salary at the rate of $12.32 per day when actually employed.

Ruth B. Page as Substitute Maid, Division of Personnel Administration,

with salary at the rate of $12.32 per day when actually employed.

Salary increases, effective February 4, 1962 

Name and title Division

Board Members' Offices 

Ruth Elizabeth Morris, Secretary

Office of the Secretary

Diane Quick, Secretary

Basic annual salary
From To

$6,015 $6,180

4,675 4,840

Research and Statistics 

Katherine G. Black, Statistical Assistant 
5,170 5,335

Helen R. Grunwell, Chief Draftsman 
8,600 8,86o

Bessie M. McCrae Statistical Assistant 4,840
, 

5,005

Richard C. Pickering, Economist 9,475 9,735
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Salary increases effective February 4, 1962 (continued)

Name and title Division
Basic annual salary
From To

,Legal

Norma Neitzey, Secretary $5,655 $5,820

International Finance

Pauline H. Major, Statistical Assistant 5,005 5,170

Bank Operations

Theodore A. Veenstra, Jr., Technical Assistant 9,475 9,735

Administrative Services

Thresia Elting, Cafeteria Helper 3,290 3,395
Andrew Fassino, Foreman, Laborers 5,005 5,170

Herbert E. Haney, Senior Programmer 7,560 7,820

Rebie A. Windsor, Assistant Supervisor, 4,565 4,670

Motor Transport Unit

Governor Shepardson today noted on behelf of

the Board the death of Arad B. Shipp, General

Mechanic-Operating Engineer, Division of

Administrative Services, on January 7, 1962.

/n/lC/\„.",_

Secreta
1-1 C
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM Item No. 1
1/30/62WASHINGTON 25, D. C.

Mr. Homer A. Scott,
Federal Reserve Agent,
Federal Reserve Bank of Kansas City,

Kansas City 6, Missouri.

Dear Mr. Scott:

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 30, 1962

On the basis of reports of examination of

Barton County State Bank, Lamar, Missouri, and the

comments of Vice President Mills of your Bank, the

Board of Governors believes that it would be desirable

for you to issue a warning under Section 30 of the

Banking Act of 1933 to Mi.. Adrian Harmon, Vice President,
Barton County State Bank, Lamar, Missouri, for the repeated

violations of Section 19 of the Federal Reserve Act.

For your assistance, there is enclosed a draft

of a suggested letter to Mr. Harmon warning him to correct

and discontinue these repeated violations of law.

The Board's staff will be glad to work with

Mr. Leedy, General Counsel and Secretary of the Federal

Reserve Bank of Kansas City, in preparation ,and submission

of the warning.

Enclosures

Very tray yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary,
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM Item No. 2
WASHINGTON 25, D. C. 

1/30/62

DRAFT OF PROPOSED LETTER

ADDRESS OFFICIAL CORRESPONDENCE

TO THE (MARC)

Mr. Adrian Harmon, Vice President,
Barton County State Bank,
Lamar, Missouri.

Dear Mr, Harmon:

United States Code, Title 12n section 463 ('paragraph 9 of
section 19 of the Federal Reserve Act) provides:

"No member banks shall keep on deposit with any State bank

or trust company which is not a member bank a sum in excess

Of 10 per centum of its awn paid-up capital and surplus,"

United States Code, Title 12, section 77 (section 30 of the
Banking Act of 1933) provides:

'Whenever, in the opinion of the Comptroller of the Currency,

any director or officer of a national bank, or of a bank or

trust company doing business in the District of Columbia, or

whenever, in the opinion of a Federal reserve agent, any direc-
tor or officer of a State member bank in his district shall have

continued to violate any law relating to such bank or trust cam.

Pany or shall have continued unsafe or unsound practices in con-

ducting the business of such bank or trust company, after having

been warned by the Comptroller of the Currency or the Federal

reserve agent, as the case may be, to discontinue such violations

of law or such unsafe or unsound practices, the Comptroller of

the Currency or the Federal reserve agent, as the case may be,
may certify the facts to the Board of Governors of the Federal

Reserve System. In any such ease the Board of Governors of the

Federal Reserve System may cause notice to be served upon such

director or officer to appear before such Board to show cause

idly he should not be removed from office. A copy of such order

shall be sent to each director of the bank affected, by registered

mail. If after granting the accused director or officer a reasal-
able opportunity to be heard, the Board of Governors of the Federal
Reserve System finds that he has continued to violate any law re-
lating to such bank or trust company or has continued unsafe or
unsound practices in conducting the business of such bank or trust
company after having been warned by the Comptroller of the Currency
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or the Federal reserve agent to discontinue such violation of
law or such unsafe or unsound practices, the Board of Governors
of the Federal Reserve System, in its discretion, may order that.
such director or officer be removed from office. A copy of such
order shall be served upon such director or officer. A copy of
such order shall also be served upon the bank of which he is a
director or officer, whereupon such director or officer shall
cease to be a director or officer of such bank: Provided, That
such order and the findings of fact upon which it is based shall
not be made public or disclosed to anyone except the director or
officer involved and the directors of the bank involved, otherwise
than in connection with proceedings for a violation of this section.
Any such director or officer removed from office as herein provided
who thereafter participates in any manner in the management of such
bank shall be fined not more than $5,000, or imprisoned for not more
than five years, or both, in the discretion of the court."

The examination of the Barton County State Bank made by examiners
tor the Federal Reserve Bank of Kansas City and examiners for the Department
!Ilt Finance for Missouri as of July 17, 1961, disclosed that your bank had a
lance with a nonmember bank in excess of 10 per cent of your bank's capital

!ad surplus, which is the limitation for such balances as fixed by section 463
lquoted above). Similar violations were observed at examinations of your bankduring the past two years, notwithstanding the fact that such violations have
been called to the attention of the bank repeatedly. It appears from reports
!! such examinations that the violation has been continuous and that you are
‘as officer who formulates policies in this respect and that you are therefore
teaponsible for the violations.

You are hereby warned, pursuant to United States Code, Title 12,
!3oction 77 (quoted above), that this violation of law in conducting the
mloiness of the bank, if not yet corrected and discontinued, must be cor-
1?oted and discontinued at once. If it is not corrected and discontinued,
lir facts will be certified to the Board of Governors of the Federal Reserve
mratem in accordance with the provisions of the aforesaid section 77.

Very truly yours,

Homer A. Scott,
Federal Reserve Agent.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

CONFIDENTIAL (FR) 

Hr. Homer A. Scott, Chairman,
Federal Reserve Bank of Kansas City,
Kansas City 6, Missouri.,

Deal' Mr. Scott:

Item No. 3
1/30/62

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

January 30, 1962

The Board of Governors approves the payment of
salaries tothe following officers of the Federal Reserve
Bank of Kansas City for the period January 11 through
December 31, 1962, at the rates indicated, which are the
rates fixed by your Board of Directors as reported in
your letter of January 11, 1962:

Name Title

John T. Boysen
John W. Snider
J. C. Craig
R. E. Thomas
Marvin L. Mothersead
Stanley J. Andrews
T. F. Brauninger
John N. Blair

Vice President
Cashier
Assistant Vice President
Assistant Vice President
Director of Personnel
Assistant Cashier
Assistant Cashier
Assistant Cashier

Very truly yours,

Annual
Salary

$19,000
12,000
11,400
11,200
11,000
10,000
10,000
10,600

(signed) Merritt Sherman

Merritt Sherman,
Secretary.


