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Minutes of the Board of Governors of the Federal Reserve

System on Monday, April 9, 1962. The Board met in the Board Room

at 10:00 a.m.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman

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

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Young, Adviser to the Board and

Director, Division of International Finance

Mr. Fauver, Assistant to the Board

Mr. Cardon, Legislative Counsel

Mr. Hackley, General Counsel

Mr. Noyes, Director, Division of Research

and Statistics
Mr. Farrell, Director, Division of Bank

Operations
Mr. Solomon, Director, Division of

Examinations
Mr. Johnson, Director, Division of

Personnel Administration

Mr. Connell, Controller
Mr, Hexter, Assistant General Counsel

Mr. O'Connell, Assistant General Counsel

Mr. Hooff, Assistant General Counsel

Mr. Furth, Adviser, Division of International

Finance
Mr. Smith, Assistant Director, Division of

Examinations
Mr. Leavitt, Assistant Director, Division of

Examinations
Mr. Thompson, Assistant Director, Division of

Examinations
Mr. Spencer, General Assistant, Office of the

Secretary
Mr. Lyon, Review Examiner, Division of

Examinations

Circulated or distributed items, The following items, which

haa been circulated or distributed to the members of the Board and
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copies of which are attached to these minutes under the respective

item numbers indicated, were approved unanimously:

Item No.

Letter to the Federal Reserve Bank of New York 1
interposing no objection to the employment of
the architectural firm of York & Sawyer to make
a formal survey and proposal concerning moderni-
zation of the Bank's elevator facilities.

Letter to The Oregon Bank, Portland, Oregon, 2
aPproving the establishment of a branch at 10th
Avenue West and Lincoln Street, Eugene.

Letter to Wells Fargo Bank, San Francisco, Cali- 3
fornial approving the establishment of a branch
in the vicinity of California State Highway #1
and Carmel Valley Road in Carmel Valley, Monterey
County.

Letter to Hi-Vi, Inc., Miami, Florida, granting 4
lts request for a determination exempting it from

h°1ding company affiliate requirements except those
contained in section 23A of the Federal Reserve
Act.

Letter to the Investment Bankers Association of 5
America, Washington, D. C., regarding the legal

atatus of "certain transactions by banks in
plUnicipal revenue bonds."

With respect to Item No. 5, question was raised during

discussion as to whether the letter should express a view against

renloval of existing legal restrictions on dealing or underwriting

hY member banks in municipal revenue bonds, in line with the

Position taken by the Board several years ago when legislation

to relax such restrictions was under consideration. It was noted

that the current inquiry apparently grew out of certain transactions
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by banks to which the Investment Bankers Association took exception,

Yet the questions presented by Mr. Calvert were hypothetical in

Character, which made it seem to the staff inadvisable to attempt

to answer them categorically. Should the Association wish to present

the facts of actual transactions, the door was left open. However,

for the purpose of clarification of the existing law, it was agreed

to include in the letter a paragraph specifying that municipal revenue

bonds were not comprehended by the exemption in section 5136 of

Revised Statutes removing general Obligations of a State or political

subdivision from the statutory restrictions on member banks' dealing

or underwriting of, securities.

Messrs. Hooff and Leavitt withdrew from the meeting at this

Point and Messrs. Thomas, Adviser to the Board, and Molony, Assistant

to the Board, entered the room.

First Oklahoma Bancorporation (Item No. 6). At the meeting on

148.rch 16, 1962, there was discussion of the procedural alternatives

that might be followed in the matter of the application by First

...Ltoma Bancorporation, Oklahoma City, Oklahoma, for approval of the

rcTmation of a bank holding company, at the conclusion of which it

'484 agreed, in the light of differing views expressed, that the matter

%IOWA be considered further at another meeting.

Mr. O'Connell noted that letters from more than 50 banks

eXPressing objection to the formation of the holding company had now
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been received. received. The banks that had objected represented nearly half

Of the counties in Oklahoma; depositwise, they represented approximately

40 per cent of the bank deposits in the State.

Mr. O'Connell went on to point out that opposition to the

aPplication had been based generally on two arguments; namely, (1)

formation of the proposed holding company would result in circumvention

of the laws of the State prohibiting establishment of branch banks,

and (2) approval of the application would result in "opening the

floodgates" for the formation of other bank holding companies in

Oklahoma. In two instances, however, the objections were related

sPecifically to the statutory factors that the Board must consider

Ilith respect to holding company applications.

Mr. O'Connell also stated that if the Board should decide

t° hold a formal public hearing, the earliest date that probably

CoUld be set, considering the procedures necessarily involved,

'701.11d be about the first week in June 1962.

During the ensuing discussion, Governor Mills referred to the

/tiew expressed at the meeting on March 16 that the objections that had

been received were not pertinent to the legal responsibilities of the

I/°ard in administering the Bank Holding Company Act. The Objections

/7elle principally to a bank holding company per se, and not to the

8Pecific factors that must be considered by the Board in connection

//lth the proposed organization of a bank holding company. If a hearing
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"ere held held in these circumstances, there might be just as much reason

to hold a hearing if savings and loan associations or credit unions

took exception to the formation of a bank holding company on the

ground that its creation would be detrimental to their interests.

Chairman Martin commented that he had received numerous

telephone calls about the application, indicating considerable interest

in the matter. As he saw it, the Board could stand on technical grounds

and say that a hearing was not required. However, it would seem to him

zore clear cut in this instance to hold a hearing, especially in view

of the apparent public interest. The Board then would be in a stronger

Position, having given an opportunity to interested parties to express

their views publicly.

In his judgment, the Chairman said, the Board had a responsi-

bilitY that was larger than its technical responsibility under the law.

That larger responsibility required the Board to be as fair and just

"Possible in its procedures, recognizing that many people did not

Understand the technical aspects of these cases. In his own mind, he

convinced that the Board would appear in a more favorable position

bY ordering a hearing than it would if a decision were made "out of

14324." It was important to keep away from an approach that might

el'eate a public impression that the Board operated from an "ivory

tover."

There followed a discussion in which the members of the Board,

3ceePt Governor Mills, generally concurred with the procedure favored
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by the Chairman, in light of the circumstances described by him.

Accordingly, it was agreed, with Governor Mills dissenting, to hold

a formal public hearing with respect to the application by First

°Itlahoma Bancorporation. It was understood that the Legal Division

vould go forward with the necessary preparations, and that a report

on the arrangements made for the hearing would be presented to the

Board.

Secretary's Note: A notice of public
hearing was issued on April 12, 1962, in
the form attached as Item No. 6.

Messrs. Thompson and Lyon then withdrew from the meeting.

Membership on board of Bank for International Settlements.

At the meeting on September 14, 1961, the question whether Federal

Reserve membership on the board of directors of the Bank for International

Settlements would be desirable was discussed, but no conclusion was

reached.

The matter having been placed on the agenda for this meeting

fOr further consideration, Mr. Young responded to a request from the

Chairman for comment. He understood that the present arrangement,

ilhder which representatives of the System participated as guests and

Observers in the functions and activities of the Bank for International

Settlements, was satisfactory to the management of the Bank. If, how-

ever) the Board would like the present arrangement made more formal, the

1484eiSement of the Bank was prepared to take such steps as would be in

aceOrd. with the wishes of the Board in order to work out an arrangement

to its satisfaction.
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The argument argument for moving into membership at the present time

would be that the role of the Bank in the international situation was

becoming more important. The Bank was a place where one could pick

uP important information, and it provided an opportunity to exchange

views with principals and technicians in central banking. Membership

would be a symbol of the Federal Reserve's desire to cooperate in

making the international payments system workable and durable.

With respect to representation at meetings of the Bank for

International Settlements, Mr. Young pointed out that officers of

the Federal Reserve Bank of New York regularly attended the monthly

aleetings; only occasionally did someone from the Board attend.

Circtmstances of this kind tended to cause foreign central banks to

think of the New York Bank when thinking of the Federal Reserve

SYstem.

Further, with the participation of the System in foreign

eUrrency operations, there was something to be said for more active

attendance and formalization of relationships with the Bank for

illternational Settlements, since the Bank was an instrumentality through

1411e4 exchange of views could be had, and it was at times a center where

8440c developments had their origin based on recognition of the

e3cistence of a theoretical or potential crisis. With the new borrowing

al'Iltagement under the International Monetary Fund, there had been set

till a kind of inner circle within the Fund consisting of the European

e°114tries, Canada, and Japan, and in this respect, also, the Bank for
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International Settlements might become a center for important and

influential decisions. The borrowing arrangements contemplated

discussion outside the Fund among the lending countries, and as

Yet there had not been a precise mechanism worked out for the conduct

of those discussions. Presumably, one or two existing vehicles might

be used; namely, the Organization for Economic Cooperation and

°eve lopment or the Bank for International Settlements. All told,

Prevailing and prospective conditions seemed to make it desirable to

give serious consideration to the possibility of Federal Reserve

membership on the board of the Bank for International Settlements.

Following Mr. Young's remarks, Mr. Furth noted that the

language of article 58 of the statutes of the Bank for International

Settlements had the effect of describing the New York Reserve Bank

aS the central bank of the United States and its president as the

ex officio member of the board of directors. Thus, article 58 would

Ilaed to be changed. On the other hand, acceptance of board membership

by 
the Federal Reserve would not affect the ownership of shares in

the Bank; the present owners of shares originally assigned to the

thlited States would continue to hold them.

Mr. Hackley commented that the legal aspects of this matter

had been explored a number of years ago. As Mr. Furth had indicated,

it lkould be necessary for the Bank for International Settlements

t° emend article 58 of its statutes. With respect to the Federal

Reserve Act, consideration had been given to two provisions of

ileetion 10, but it was concluded that those provisions would not prevent
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Federal Reserve Reserve membership. Under section 10, Board members were

required to devote their entire time to the business of the Board,

but the position could be taken that membership on the board of

the Bank for International Settlements was directly related to the

business of the Board of Governors. A second provision prohibited

members of the Board from being officers or directors of any banking

institution. Obviously, however, the intent of that provision was

to Prohibit a member of the Board from serving as a director or

officer of a commercial bank in this country. In concluding, Mr.

Rackley said he felt the views of the Legal Division would be the

same as they were when these questions were originally explored.

Chairman Martin then commented on the advantages and

disadvantages of membership. He could see some advantages in a

t°rmalization of relations with the Bank for International Settlements

uxider present conditions. On the other hand, when a person who is

11°t a shareholder becomes a director of an organization, he assumes

sc'als indirect responsibility for its management. The transactions

°t the organization might be relatively insignificant, as in this

e4se, but nevertheless those transactions provided the profits and

te blood of the institution. The real question was whether there

*4°1-11c1 be enough merit in joining, rather than merely participating

8 an observer, to warrant assuming some liability for the operations

°t the Bank. From the standpoint of United States foreign policy, the
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Chairman stated that he did not believe there would be any diffi-

culty in obtaining the endorsement of the State and Treasury

Departments.

Following the Chairman's comments, there was a general

discussion of the matter during which various facets of the problem

'were explored. Reference was made, among other things, to the

question of possible Congressional or public reaction to notice

of Federal Reserve action to accept membership on the board of

the Bank for International Settlements. As to the possibility that

the Bank's gold operations would run counter to the interests of

'kited States policy, it was the staff view that the risk would be

°II:lima', and some advantage was seen from that standpoint in

111eI1bership on the Bank's board, which would provide an opportunity

to 
join in the review of such operations.

Governor Robertson stated that while there would be

advantages in membership, it was not clear to him how the Board,

ecftPosed of seven members, could discharge the duties of director

effectively. If the Board should rotate its representation at Bank

Meetings, that would mean each member would attend only infrequently,

441d there would be a problem of continuity. It was his suggestion

that each member of the Board might attend one of the meetings over

the next several months. Then the Board might be in a better

P°sttton to make a judgment with respect to the advantages and

l'eaPonstbilities that would be involved in Federal Reserve membership.
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In further comments, there was additional discussion as

to whether the benefits not already available under present

arrangements would appear to outweigh the apparent difficulties

inherent in membership, including the problem of effective Federal

Reserve representation at directors' meetings and the actual or

i'Plied responsibility for the Bank's operations. It was noted,

also, that if membership should be effected, a move at any future

time to withdraw from such membership might be embarrassing, Question

was raised whether there might be some alternative procedure through

14hich the principal advantages seen in membership could be achieved

/?lthout the formality of representation on the board of directors,

4t least on the uslipl basis, but it was not apparent at this time

how that could be done.

In the circumstances, the Chairman suggested that he could

exPlore the matter further if he attended the May meeting of the

114Ink for International Settlements, with a view to obtaining more

cetiPlete information and perhaps developing a definite proposal for

the Board's consideration. There being no objection to this suggested

131'ocedure, the matter was left on that basis.

Messrs. Thomas, Young, Noyes, and Furth withdrew from the

ilieeting at this point.

Review of procedures followed by field examining staff 

(Iterts-----ILlo. There had been distributed a memorandum from the Division
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of Examinations dated February 8, 1962, discussing (1) the desirability

Of selecting at an early date a firm of certified public accountants

to make the annual review of the examining procedures followed by the

field staff in its exsminations of Federal Reserve Banks, and (2) a

recommendation that an advisory service, relating to a review of the

examiners' work, be arranged with the accounting firm selected to make

the annual review.

In commenting, Mr. Solomon noted that each year beginning with

1953 the Board had retained a public accounting firm to review the

Procedures followed by the field staff. In practice, the accounting

firms had selected one examination each year for their field study,

/Illich made it desirable to select the firm early in the year.

Accordingly, it was now being recommended that a selection be made

as soon as possible, assuming that the Board wished to have a

slIrveY made again in 1962. To the Division of Examinations, it was

immaterial which firm was engaged. It did believe, however, that it

l'Iould be helpful to arrange with the firm to provide a consulting

service. While the field examining staff had made progress in

Etecommodating the revised examining procedures recommended by Price

Waterhouse & Co. and approved by the Board, it would be helpful to

halle the advice of an accounting firm for the purpose of reviewing

Ilhat had been done to date and preparing for the future. If this

eillrice was obtained separately, it might cost around $6,500; if
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combined with the annual procedural survey, the cost of which had

run to $12,000-$14,000 in the past, there might be no addition to

the total cost.

Following Mr. Solomon's comments, Governor Shepardson said

there were two questions involved; namely, the audit of the Board's

accounts, and the survey of procedures followed by the field examining

staff. Arthur Andersen & Co. had made the Board audits for five years,

and Price Waterhouse & Co. had made the audits beginning with 1957.

It would seem appropriate, therefore, to select another firm to audit

the Board's accounts for the current year. With respect to the field

survey, however, he would propose that Price Waterhouse, which had

made four surveys, make a fifth one this year. As Mr. Solomon had

indicated, the Board had approved the recommendations of Price Water-

house to change the examining techniques used by the field examining

staff. While part of the changeover had been accomplished, the

transition was not complete. It would seem unfortunate to bring in

4 new firm to make a review under such conditions. He would recommend,

therefore, that Price Waterhouse be asked to devote its services in

1962 to assisting in the completion of the changeover to the procedures

it had recommended, looking forward in 1963 to having another accounting

firm
make a survey of the changes that had been instituted.

Following discussion, the procedure outlined by Governor

ShePardson was approved, with the understanding that Price Waterhouse

CO. would be retained for the purpose indicated in 1962 and that the
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Division of Exsminations was authorized to enter into discussion

with the firm. A copy of the letter sent to Price Waterhouse in

this connection is attached as Item No. 7.

Audit of Board's accounts for 1962 (Items 8 and 9). At the

meeting on June 9, 1961, authorization was given to the renewal of

the arrangements with Price Waterhouse & Co. for auditing the Board's

b°0k5 for the calendar year 1961, with the understanding that a

different firm would be engaged for 1962 in accordance with the

rctetion procedure contemplated at the time employment of outside

sUditors was decided upon.

In this connection, Governor Shepardson mentioned the names

°I* several nationally known public accounting firms from which a

select ion might be made, and it was indicated that any one of those

tillnIs would be acceptable to the Board.

Following a brief discussion, during which general agreement

1.a3 expressed with a comment by Governor King that it would appear

clesirable to think in terms of a three-year rotation of accounting

--ue in the future, the Board referred to Governor Shepardson, with

15c)\*Isr to act, the selection by chance of an accounting firm, from

44046 those he had mentioned, to audit the Board's accounts for the

calendar year 1962,

Secretary's Note: Governor Shepardson
subsequently advised the Secretary

that the public accounting firm of

Haskins & Sells, Washington, D. Cop
had been selected to audit the Board's
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books and accounts for the calendar

year 1962. A copy of the letter sent

to that firm is attached as Item No. 8. 
A copy of a letter sent to Price

Waterhouse & Co. is attached as Item

No. 9.

Messrs. Farrell, Johnson, Connell, and Smith then withdrew

from the meeting.

Possible amendments to Bank Holding Company Act (Item No. 10).

Chairman Martin reported that he had received a telephone call on

Friday, April 6, from Senator Robertson, Chairman, Banking and Currency

Committee of the Senate, who discussed the possibility of amending

the Bank Holding Company Act to remove the exemption accorded to

c°mPanies registered under the Investment Company Act of 1940. (This

Provision had the effect of exempting from the requirements of the Act

the Financial General Corporation, a corporation controlling, through

84bsidiary corporations, banks in a number of States and the District

Columbia.) The Chairman said he pointed out to Senator Robertson

that the Board had taken a position in favor of such an amendment.

SlAosequent to the conversation, he sent to Chairman Robertson a

letter under date of April 6 recommending, in line with the Board's

Position, introduction and enactment of a bill that would amend the

Act by repealing the exemption. A copy of that letter also had been

sent to Congressman Spence, Chairman, Banking and Currency Committee

°I' the House of Representatives.
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In light of this development, consideration was given to

vhether the Board should take this opportunity to recommend also to

Chairman Robertson other amendments to the Bank Holding Company Act,

as discussed by the Board earlier this year. In this connection,

there had been distributed a memorandum dated March 16, 1962, prepared

by the Legal Division, together with a draft bill that would cover

the "one-bank" amendment accepted by the Board at the meeting on

January 10, 1962. The draft bill, as proposed, would also cover

(1) repeal of the exemption of a holding company on the ground that

it was registered under the Investment Company Act of 1940 before

14aY 15, 1955; (2) repeal of section 6 of the Act prohibiting intra-

system investments and extensions of credit by banks in holding

e°131PanY systems; and (3) repeal of the "holding company affiliate"

This excluded some 20 possible amendments of a less urgent nature

that were originally suggested by the Board in its May 7, 1958, report

°4 the Bank Holding Company Act.

The ensuing discussion centered on the kind of letter that

1111aht most appropriately be sent to Senator Robertson. In the area

°r exemptions provided by the Act, for example, it was noted that

there were certain other exemptions, in addition to that provided

companies registered under the Investment Company Act of 1940,

that likewise lacked a logical basis and should be repealed.
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While there was some feeling that an omnibus amendatory bill

Should be offered for consideration, question was raised whether separate

bills would not stand a better chance of consideration. In this connec-

tion, Mr. Cardon suggested that the Board present a draft bill that

'would incorporate Pil the amendments that it wanted to recommend.

Senator Robertson had available to him a staff that could redraft the

billy leaving out portions if that was felt desirable.

Following further discussion, Mr. Hexter suggested the outline

Of a letter that might be sent, and agreement was expressed with such

a presentation. Copies of the letter and the draft bill subsequently

transmitted to Chairman Robertson pursuant to this understanding are

attached as Item No. 10. A similar letter was sent to Chairman Spence.

The meeting then adjourned.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 1
4/9/62

AODREBS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 9, 1962

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

Dear Mr. Hayes:

This refers to Vice President Biiby's letter of
March 28, 1962, summarizing the need for modernizing the elevator

facilities in the Bank's main building.

The Board will interpose no objection to the employment
of the architectural firm of York & Sawyer at a cost not to
exceed $9,500 to make a formal survey and proposal concerning
the elevator installation in the main building.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

Board of Directors,
The Oregon Bank,
Portland, Oregon.

Gentlemen:

Item No. 2
4/9/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE SOAR°

April 9, 1962

The Board of Governors of the Federal Reserve
System approves the establishment by The Oregon Bank,
Portland, Oregon, of a branch at the northeast corner of
the intersection of 10th Avenue West and Lincoln Street,
Eugene, Oregon, provided the branch is established within
one year from the date of this letter.

It is understood that capital and surplus will be
increased by $200,000 by the sale of new common stock for
cash prior to the opening of the branch and capital and
surplus will be increased by $200,000 by the same method
Within six months after the establishment of the branch.

Very truly yours,

(Signed) Kenneth A. Kenyo

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Wells Fargo Bank,
San Francisco, California.

Gentlemen:

t88

Item No. 3
4/9/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April; 9, 1962

The Board of Governors of the Federal Reserve
System approves the establishment by Wells Fargo Bank,
San Francisco, California, of a branch in the vicinity
of the intersection of California State Highway #1 and
Carmel Valley Road in Carmel Valley, Monterey County,

California, provided the branch is established within
six months from the date of this letter.

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. ID. C.

Item No. 4
4/9/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 9, 1962

MI'. Lou Poller„ President,
Inc11,1  .,

-,ami, Florida.

Dear Mr. Poller:

psbr,, ,This refers to the request contained in your letter of

or de1 0, 1962, submitted through the Federal Reserve Bank of 
Atlanta,

syst termination by the Board of Governors of the Federal Reserve
co,_em as to the status of Hi-Vi, Inc. of Miami, Florida, as a holding
'PanY affiliate.

4_17.; From the information submitted, the Board understands that
shar-L, Inc. was organized for the purpose of acquiring and holding
no es of stock of The Miami National Bank, Miami, Florida, and has
wpher business activity; that Hi-Vi, Inc. is a holding company

iate by reason of the fact that it owns over 50 per cent of the
Hijr,--ding shares of stock of The Miami National Bank; and that
of 4.1", Inc. does not, directly or indirectly, own or control any stockor 

end to 
or control, any other banking institution, and does not

"0 acquire the stock of any other banking institution.

In view of these facts, the Board has determined that
holdi' Inc. is not engaged, directly or indirectly, as a business in
atio,ng the stock of, or managing or controlling, banks, banking associ-

2( -ss savings banks, or trust companies within the meaning of section0 
is cf the Banking Act of 1933, as amended; and, accordingly, Hi-Vi, Inc.
or s:t deemed to be a holding company affiliate except for the purposes
Per 23A 23A of the Federal Reserve Act, and does not need a voting
it o 'rcm the Board of Governors in order to vote the bank stock whichwns.

If, however, the facts should at any time indicate that
be sub Inc. might be deemed to be so engaged, this matter should again
this rnitted to the Board. The Board reserves the right to rescind
tihie determination and make further determination of this matter at any
fil-tizr°11 the basis of the then existing facts. Particularly, should

e acquisitions by or activities of Hi-Vi, Inc. result in its
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BOARD OF ODVERNORS OF THE FEDERAL RESERVE SYSTEM

Lo ?oiler

attainin-g a position whereby the Board may deem desirable a determi-
.nation that Hi-Vi, Inc. is engaged as a business in the bolding of -
bank stock, or the managing or controlling of banks, the determination
her granted may be rescinded.

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.

Gordon L. Calvert, Esquire,
Municipal Director and Assistant General Counsel,

Ylvestment Bankers Association of America,
425 Thirteenth Street, N. W.,
Washington 4, D. C.

Dear Mr. Calvert:

4a1

Item No. 5
4/9/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 11, 1962

This is in response to your letter of Harch
 27, 1962

il:nquiring whether "certain transactions by banks 
in municipal revenue

°ouds are permissible" under the following provision of
 paragraph

Seventh of section 5136 of the Revised Statutes (12 U.S
.C. 24):

"The business of dealing in securities and stock b
y the

association shall be limited to purchasing an
d selling

such securities and stock without recourse, s
olely upon

the order, and for the account of, customers, 
and in no

case for its own account, and the associati
on shall not

underwrite any issue of securities or stock....
"

It is assumed that the banks in question are either national banks,
,40 which this provision of R.S. 5136 is directly 

applicable, or State

°auks that are members of the Federal Reserve 
System, to which it is

aPPlicable by virtue of the twentieth paragra
ph of section 9 of the

Federal Reserve Act (12 U.S.C. 335).

As indicated in your letter, R.S. 5136 
exempts "general

°bligations of any State or of any political
 subdivision thereof"

4ro1 the above-quoted restrictions. However, that exemption does not

Permit national banks and member State banks to 
underwrite or deal in

luunicipal revenue bonds, since such bonds are 
not "general obligations"

Within the meaning of R.S. 5136.

The Board of Governors considers it 
inadvisable to attempt

tom, answer categorically the two questions 
enumerated in your letter.

Ine first apparently refers to a situation
 in which a bank purchases

securities as principal and, again as 
principal, sells the securities
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tO others. If no other circumstances existed, it would seem that
In such a case the bank was acting "for its own account", because
the question by its very terms refers to a bank acting for its own
accoun t (that is, as principal) rather than for the account of others
(that is, as agent). However, the actual nature of particular secu-
;itles transactions may depend on a number of additional circumstances.

°r example, the general situation you described might be radically

,c_aanged if a bank's customer wished to purchase securities that the
jp_,Ilk was in a position to acquire from an underwriting syndicate at
,1-1e offering price less a dealer's concession, and the customer and
panic agreed that the bank should purchase the securities in this
illanner for immediate resale to the customer, taking the dealer's con-

cession in lieu of a commission from the customer. In this connection,

tatt 
ention is directed to an opinion of the Comptroller of the Currency

co the effect that a national bank "May not retain commissions, dis-

scunts, or rebates, obtained from brokers or dealers unless authorized

T° to do by the customers for whom it acts as agent." (Federal Banking

Service (1961) Par. 642.2; see also Par. 642.1, ".Prohibition of
unde

rwriting")

You also inquire whether a bank is acting solely upon the
crtl•erfbo 0 customers when it actively solicits orders to purchase revenue

0f
ild8
. As previously indicated, questions as to possible violations

0,B. 5136 ordinarily can best be decided on the basis of the facts
.': actual transactions. If the banks to which you refer were national

'anks or member State banks, such questions would be within the

Lrlsdietion of the Comptroller of the Currency or the Federal Reserve
5YStem, respectively.

Your letter indicates an impression that the above-quoted
statu tory restrictions on banks' underwriting of, and dealing in,

ZT-Irities are not applicable to transactions carried out in accordance

"restictions prescribed by the Comptroller of the Currency". It

pret 
 understanding of the Board that the Comptroller does not inter-

by- 5136 as authorizing him to relax the restrictions prescribed
unat statutory provision. You may wish to clarify this matter by

Illmunicating with his Office.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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K.ARD OF GOV2..NOP.S

Or El

FEDERAL R.EE.:17,DAT: SYSTEM

EOTICE OF ORDER FOP. FEARING

Item No. 6
4/9/62

Oa January 30, 1962, there was publiched in the Federal

Register (27 F.R. 869) a notice of receipt by the Board of Governors

13f an application filed pursuant to section 3(a) of the Bank Holding

C(1'7'2aAY Act of 1956 [12 U.S.C. 1842] by First Oklahoma Bancorporatfon,

Oklahoma City, Oklahoma, for the Board's ,rior ap2roval of

"-cr.' whereby First Oklahoma Bancorporation, Inc., would become a

bank holding company through acquisition of a minimum of 28.15 per

cent of the voting shares of The First National Bak and Trust Company

or Oklalloma City, Oklahoma City, Oklahoma, and a minimum of 50.5 per

cent of the voting shares of The Idabel IlatIonal Bmk, Idabel, Oklahoma.

It appearing to the Board of Governors that it is anprowiate

tls.e 
Public interest that a hearing be held. .:rith respect to this

IT IS ITTLT5: (TJTICED, That, pursuant to section 222.7(a)

Of the Board's regulatjon Y [12 C.F.I. 1- art 222.7(a)),promul-

gated under the Bank Holding Conpany Ixt of 1956, a. public

hearinz with respect to this application be held, commencing

Jun- ), 1962, at 10 a.m., in the Federal Buildfmg, Oklahoma

City, Oklahoma, before a duly designated hearing examiner,
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such hearing to be conducted in accordance with the Board's

Rules of Practice for Formal Hearings 112 C.F.R. Part 2633.

The right is reserved to the Board or the hearing examiner to

desiglate any other place or date for such he,-.ring or any

Part thereof which may be determThed to be necessary or appro-

Priate for the convenience of the parties.

IT IS FUIITILIR ORDERT.D, That the follol:dng matters will

be the subject of consideration at said hearing, without

Prejudice to the designation of additional related matters

and questions upon further examinaVon:

(1) the financial history and condition of

the company and the banks concerned;

(2) the prospects of said company and banks;

(3) the character of their management;

(4) the convenience, needs, and we_flare of the

communities end area concerned;

(5) whether or nct the ef2ect of such acquisition

would be to expand the size or extent of the bank hold-

ing company system involved beyond limits consistent

With adequate and sound banking, the public interest,

and the preservation of copetition in the field of

banking,.

IT IS FUR= ORDER17D, That, any person desiring to give

testilll°nY in these proceedings should file with the Secretary,
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Doard of Covernors of the Federal Recerve System, aash:Ington

25, D. C., on or before I:a7 15, 1962, a written request con-

taining a stetemeA of the nature of the petitioner's interest

in the proceedings and a sunmary of the matters concerning which

petitfcner wishes to gi-re testimony. Such requests will be pre-

sented to the designated hearing examiaer for his determination,

and persons submitting them will be notified of his decision.

(Signed) Merritt Sherman

Ilerritt Sherman,
Secretary.

(ZAL)

Dated April 12, 1962
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 7
4/9/62

ADDRESS OFFICIAL CORREsPONOENCE

TO THE BCIAFRO

'April 170 1962

Price Waterhouse & Co.,
.,te 702-716,

H Street, N. W.,
Washington 6, D. C.
near sirs.

Reference is made to the reviews which your firm has conducted

oaxeu;N since 1958 covering the procedures employed by the Board's field

km..111ang staff in examinations of Federal Reserve Banks. As you know,
mar;-Y as a result of recommendations and suggestions growing out of your
toree5r83 the examiners have adopted a change in their procedures to give

Tsgis:
is
s 
to the operational review aspect of examinations and to the 

of testing techniques, where possible, in lieu of detailed

and proofs. Although considerable progress has been made

haviSing the examination procedures commensurate with this approach,
ths not thus far been possible to extend the modifications to all of

P Gratingu  functions normally found in a Reserve Bank.

Igagem In view of this situation, the Board, when considering your
vallta ent for the current year, felt that it would be particularly ad-

eald je°118 if you would direct your attention principally to advising
to 4 'rlellitirig with the examining staff to assist it in carrying forward
receic°nclusion the transition in procedural approach. So that you MY

coritZe a better understanding of the nature and scope of the services

billiZlated„ the Board has requested Kr. Frederic Solomon, Director,

at whi;111. of Examinations, to arrange a meeting with your representatives
kilts the matter may be discussed and mutually satisfactory arrange-

agreed upon.

Very truly yours,

1._ '1/4, 6

Merritt Sherri*,
Secret
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINC3TON

Haskins & Sells,
1000 Conn. Ave., N. 111,2
Washington, D. C.

Ge
ntlemen:

Item No.
4/9/62

OFFICE OF THE CHAIRMAN

April 17, 1962

It is requested that your firm undertake, as promptly after

of 1, 1963, as is convenient, an audit of the books and accounts
i;6t2he Board of Governors of the Federal Reserve System for the year

tin As was explained to you by Governor Shepardson, no restric—n_
th;"d have been or will be placed by the Board upon your firm as to
and scope of the audit or the manner in which it is to be conducted,
to You will make the audit as extensive and in such manner as appears
stXu to be desirable in accordance with generally accepted auditing
'ards. Compensation will be on the basis of the fees customarily
'rged by your firm for audit work of this type.

that i For your information, there is enclosed a copy of a letter
co_ s being addressed today to Price Waterhouse & Co., which has
lialeted an audit of the Board's books for calendar year 1961, and
O f t ch firm it is assumed that you will wish to consult. Members
re_fie Board and its staff will also stand ready to consult with
,,,Pesentatives of your firm regarding this work whenever that seems

able

e°1 Price laterhouse & Co.

Sincerely yours,

14m. McC. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

Price Waterhouse & Co.,
1710 H Street, N. W.,Washington 6, D. C.

Ge
ntlemen:

Item No. 9
4/9/62

OFFICE OF THE CHAIRMAN

April 17, 1962

Your company has, upon request of the Board of Governors,
audited the books and accounts of the Board for each of the past

rveral years. The latest of these audits was for calendar year 1961
14hich your certificate was addressed to the Board under date of

Qu'llarY 29, 1962.

When the Board adopted the practice of employing a firm of
Public accountants to audit its books, it did so with the understand-
;;1;g that there would be rotation at approximately three-year intervals
i the firms employed for that purpose. In keeping with that approach,t 

has requested the firm of Haskins &. Sells to undertake an audit ofthe 
Board's books and accounts for calendar year 1962. A copy of the

-Letter being addressed today to Haskins & Sells is enclosed, and it
21 be appreciated if you will afford representatives of that firm
1740PPortunity for consultation regarding such matters as seem appro-
bo ate in connection with their employment for auditing the Board'soks 

covering the year 1962.

The Board has appreciated the work performed by PriceWater',
a Ouse & Co. in connection with the audits of its books andeco„
garr,".ht.s. A separate letter is being addressed to your company re-
th:lhg the assistance provided during the current year in reviewing
pel; Procedures employed by the Board's examiners in examining the
"ral Reserve Banks.

Sincerely yours,

.1cC. Martin, Jr.

CC, 
Haskins & Bells
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

The Honorable A. Willis Robertson, Chairman,
Committee on Banking and Currency,

United States Senate,

Washington 25, D. C.

Dear Mr. Chairman:

Item No. 10
4/9/62

OFFICE OF THE CHAIRMAN

April 25, 1962

12,99

Experience in the administration of the Bank Hold
ing Company

Act of 1956 has convinced the Board of Governors that the p
ublic inter-

est would be promoted by amendments of that Act in a num
ber of respects.

Some of the needed changes would make the statute more stri
ngent and

°thers would relax certain of its provisions. In addition, certain

amendments seem warranted in order to clarify the stat
ute and to elimi-

nate ambiguities.

In its Report to the Congress dated May 7, 19
58 (also published

in the Federal Reserve Bulletin of July 1958, beginnin
g at page 781),

..t he Board enumerated 25 matters as to which specific am
endments of the

eald related legislation were recommended. The Board continues to

velieve that the laws would be improved by the enactmen
t of all of these

amendments, with the exception of one that has become 
unnecessary because

°f the enactment of other legislation in 1960.

However, the recommendations contained in the
 1958 Report vary

imPortance. Some would only delete unnecessary provision
s, or make

tue meaning of the statute clearer in some respects, or deal with matters
ihat, although substantive, actually have not given 

rise to serious prob-

A ern" Others, however, relate to (1) significant 
shortcomings of the

t_.,  et that result in a failure fully to achieve the 
underlying legislative

riectives or (2) requirements that impose unnecess
ary administrative

'!urdens or unwarranted restrictions upon legitimate 
operations of the

American banking system.

( 
The Board continues to recommend enactment

 of the draft bill

EXhibit A to the 1958 Report) that incorporates al
l of the recommenda-

tion
e for changes included in that Report. It is recognized, however,

D'24t a less inclusive bill may have a greater 
likelihood of enactment.

this reason, the Board is submitting to your 
Committee, and to the

i4118e Committee on Banking and Currency, the 
enclosed draft bill relat-

81,g,,°111Y to relatively important matters, with 
the recommendation that

Elie" a bill be introduced and enacted as pro
mptly as the legislative

tilation will permit.
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The draft bill consists of six sections. The first four
would broaden the definition of 'bank holding company" and would
eliminate certain unwarranted exclusions from that definition and from
the definition of "company". The remaining two sections would repeal
Prohibitions of specified types of transactions by banks in holding
company systems and would repeal provisions of the Banking Acts of 1933
&tad 1935 with respect to "holding company affiliates".

The principal changes that would be effected by each section
or the bill are briefly described in the following paragraphs. More
comPlete explanations were included in the Board's 1958 Report, referred
to above.

Section 1. The definition of "bank holding company" in
irction 2(a) of the Act covers only situations involving two or more
alike. 
CO 

In the Board's judgment, this definition is not adequate to
nt rol the potential evils at which the Act was aimed, in that it
2418 to cover one-bank situations. Accordingly, the Board recommends
rat references in section 2(a) to "two or more banks" be replaced by
1," bank", so that a corporation would become a bank holding company

4cquiring 25 per cent or more of the stock of any bank. 1958 Report,item 1.

The controls prescribed by the Act ordinarily do not reach
04"-on5 in which employee-benefit trusts control banks through stock

%:efsbiP. Through this device a bank (or other corporation) might
arispLe the equivalent of a holding company system, free from the scrutiny
trt'l controls prescribed by the Act, by having its employees' pension

or profit-sharing trust purchase the stock of other banks. The

WV bill would bring such arrangements within the scope of the Act.-'1/4) Report, item 3.

or Section 2. The Act provides an exemption from the definition
rer n4 holding company", and therefore from the restrictions and
thrlrements of the Act, that is based on registration of a company under
ti;) Investment Company Act of 1940. In the Board's judgment, this exemp-
all 4 lacks a logical basis and should be repealed in order to eliminate
84adurrwarranted exclusion of a particular organization from the limitations
Re 8tr1ctions applicable to bank holding companies generally. 1958

item 7,

bEink h Section 3. By specific exemption, the Act does not apply to a
com„ °1ding company. "if at least 80 per centum of its total assets are
ilaiVed of holdings in the field of agriculture". Like the registered-
Blir 

-
tment-company exemption, this exemption lacks any logical basis and

""cl be repealed. 1958 Report, item 8.
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Section 4. The Act does not apply to holding companies that
are "operated exclusively for religious, charitable, or educational

Purposes". However, the principal dangers aimed at by the Act (unregu-

lated expansion of holding company ownership of banks; ownership of

banking and nonbanking interests by the same organization) are not

obviated by the fact that a holding company is operated for religious,
charitable, or educational purposes. Accordingly, this exemption should
be repealed. 1958 Report, item 9.

Section 5. Section 6 of the Act prohibits intrasystem invest-
and extensions of credit by banks in holding company systems.

prohibition has impeded certain kinds of legitimate banking trans-

and in the Board's judgment it is unduly restrictive and would

ue unnecessary if other provisions of Federal banking law were appro-

Priately amended, as provided in the draft bill. 1958 Report, item 23.

Section 6. The Banking Act of 1933 contained provisions with
l'esPect to "holding company affiliates", which term is defined to
Include companies owning more than 50 per cent of the stock of one or

2
rre member banks. On the basis of experience in the administration of

,1e Bank Holding Company Act, the Board has concluded that these pro-
"4sions of the Banking Act of 1933 are no longer sufficiently useful to
?atifY their retention. Their elimination would remove the confusion

rat results from the existence of two sets of laws that relate to the

ezle general subject but are based on different definitions of what
e°nstitutes a holding company. 1958 Report, item 25.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.
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A BILL

To amend the Bank Holding Company Act of 1956,

and for other purposes.

Be it enacted by the Senate and House of Representatives of the 

Urdted States of America in Congress assembled,

SEC. 1. (a) The first sentence of subsection (a) of section 2 of

the Bank Holding Company Act of 1956 (70 Stat. 133; 12 U.S.C. 1841) is

8411ended by striking the words "each of two or more banks" wherever they

c)ccur and substituting therefor the words "any bank", by striking the

11(11'd "a" after the word "or", by inserting the words "or controlled

°IllsctlY or indirectly" after the word "held" in clause (3), and by

"cling a new clause (4), so that said sentence will read as follows:

"Rank holding company' means any company (1) which directly

OZ indirectly owns, controls, or holds with power to vote

25 Per centum or more of the voting shares of any bank or of a

c°111PeanY which is or becomes a bank holding company by virtue of

this Act, or (2) which controls in any manner the election of a

1114J°11-tY of the directors of any bank, or (3) for the benefit of

1411°8e shareholders or members 25 per centum or more of the voting

81441'es of any bank or bank holding company is held or controlled

LtliectlY or indirectly by trustees, or (4) for the benefit of

1411°8s emPloyees (whether exclusively or not) 25 per centum or more

" the voting shares of any bank or bank holding company is held
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O r controlled directly or indirectly by trustees under an employee-

benefit plan; and for the purposes of this Act, any successor to any

Such company shall be deemed to be a bank holding company from the

date as of which such predecessor company became a bank holding

COMpanye n

(b) Clause (1) of the first sentence of subsection (a) of

"i°n 3 of the Bank Holding Company Act of 1956 (12 U.S.C. 1842) is

Etnlerided by inserting the words "bank becoming a bank holding company, or

841tY cAher" after the words "in a" and by striking the words "under

4"1°11 2(4) of this Act" and substituting therefor the words "with

l'esPect to more than one subsidiary bank", so that said sentence will

4.434 as 
follows:

tt shall be unlawful except with the prior approval of the

8cerd (1) for any action to be taken which results in a bank

tee°171ing a bank holding company, or any other company becoming

4 bank holding company with respect to more than one subsidiary

(2) for any bank holding company to acquire direct or

irldirect ownership or control of any voting shares of any bank

fif, ate such acquisition, such company will directly or

4rect1y own or control more than 5 per centum of the voting

811"13 of such bank; (3) for any bank holding company or sub-

ElicliarY thereof, other than a bank, to acquire all or substantially

411 Of the assets of a bank; or (4) for any bank holding company
to n1

erge or consolidate with any other bank holding company."
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Subsection (d) of section 2 of the Act is amended by

char,
gI 
4
ng the period at the end thereof to a semicolon and adding there-

4tter the following language: "or (4) any bank 25 per centum or more of

ril°ee voting sharos are held or controlled directly or indirectly by

t1748tees under an employee-benefit plan for the benefit of the employees

Nlasther exclusively or not) of such bank holding company."

SEC. 2. The second sentence of subsection (a) of section 2 of the

Act is amended by striking the words "(B) no company shall be a bank

11°1dLing company which is registered under the Investment Company Act of

1940
and was so registered prior to May 15, 1955 (or which is affiliated

"1 41113" such company in such manner as to constitute an affiliated

e°144111Y within the meaning of such Act), unless such company (or such

4tIlliEtted company), as the case may be, directly owns 25 per centum or

14°1*e °f the voting shares of each of two or more banks,"

SECI (a) The second sentence of subsection (a) of section 2 of

theAet is amended by striking the words ", and (E) no company shall be

eabEtrik holding company if at least 80 per centum of its total assets are

)14"ecl- of holdings in the field of agriculture".

(b) Subsection (g) of section 2 of the Act is repealed.

the
SEC. 4. Subsection (b) of section 2 of the Act is amended by striking

111rds "or (2) any corporation Or community chest, fund, or foundation,
orettili

zed and operated exclusively for religious, charitable, or educa-
tt,vtaals

1)urposes, no part of the net earnings of which inures to the benefit
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anY private shareholder or individual, and no substantial part of the

"tilrities of which is carrying on propaganda, or otherwise attempting

tp influence legislation,".

SEC. 5. (a)

hereby repealed.

Section 6 of the Bank Holding Company Act of 1956 is

(b) Section 23A of the Federal Reserve Act, as amended

(12 U.S.C. 371c), is amended by adding at the end thereof the following

4e14 Paragraph8:

°Fbr the purposes of this section, (1) the terms 'extension

Ot credit' and 'extensions of credit' shall be deemed to include

CO any purchase of securities, other assets or obligations under

l'alourchase agreement, and (B) the discount of promissory notes,

bills
Of exchange, cinditional sales contracts, or similar paper,

Idlether with or without recourse, except that the acquisition of

euel,
" PaPer by a member bank from another bank, without recourse,

81411 not be deemed to be a 'discount' by such member bank for such

°ther bank; and (2) noninterest-bearing deposits to the credit of

441344k shall not be deemed to be a loan or advance or extension of

cl'edit to the bank of deposit, nor shall the giving of immediate

elsedit to a bank upon uncollected items received in the ordinary

c°111"Ba of business be deemed to be a loan or extension of credit to

the ,
qepositing bank.

1

For the purposes of this section, the term 'affiliate' shall

elude) with respect to any member bank, any bank holding company
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Of which such member bank is a subsidiary within the meaning of

the Bank Holding Company Act of 1956, as amended, and any other

subsidiary of such company.

"The provisions of this section shall not apply to (1) stock,

bonds, debentures or other obligations of any company of the

kinds described in section 4(c)(1) of the Bank Holding Company

Act of 1956, as amended; (2) stock, bonds, debentures or other

6bligati0ns accepted as security for debts previously contracted,

13rovtded that such collateral shall not be held for a period of

°ver two years; or (3) shares which are of the kinds and amounts

eligtble for investment by national banks under the provisions

section 5136 of the Revised Statutes."

(c) Section 18 of the Federal Deposit Insurance Act, as

6111-ed (12 U.S.C. 1828), is further amended by adding at the end thereof

the rcalowing new subsection:

(J-) The provisions of section 23A of the Federal Reserve Act,

Els amended, relating to loans and other dealings between member

bftilks and their affiliates, shall be applicable to every non-

niernber insured bank in the same manner and to the same extent as

if Blach nonmember insured bank were a member bank; and for this

11111.1)°" any company which would be an affiliate of a nonmember

inellred bank, within the meaning of section 2 of the Banking Act

Of 1933, as amended, and for the purposes of section 23A of the
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Federal Reserve Act, if such bank were a member bank shall be

deemed to be an affiliats of such nonmember insured bank."

SEC. (a) Subsection (b) of section 2 of the Banking Act of 1933,

ss amended (12 U.S.C. 221a), is further amended by adding at the end

ther-
"ul a new paragraph to read as follows:

"(4) Which owns or controls, directly or indirectly, either

majority of the shares of capital stock of a member bank or

Ill'cre than 50 per centum of the number of shares voted for the

election of directors of a member bank at the preceding elec-

_ rtion,
0 controls in any manner the election of a majority of

t4e directors of a member bank, or for the benefit of whose

shareholders or members all or substantially all the capital

stock of a member bank is held by trustees."

(b) Subsection (c) of section 2 of the Banking Act of

snleaded (12 U.S.C. 22Ia), is repealed.

(c) Section 5144 of the Revised Statutes, as amended

61), is amended to read as follows:

SEC. 5144. In all elections of directors each shareholder

8411 have the right to vote the number of shares owned by him
tor a

8 many persons as there are directors to be elected, or to

'1141111-ate such shares and give one candidate as many votes as the

1111tilber of directors multiplied by the number of his shares shall

41115 or to distribute them on the same principle among as many

It

1933,
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candidates as he shall think fit; and in deciding all other

questions at meetings of shareholders, each shareholder shall be

entitled to one vote on each share of stock held by him; except

that (1) this shall not be construed as limiting the voting

rights of holders of preferred stock under the terms and provisions

Of articles of association, or amendments thereto, adopted pursuant

to the
Provisions of section 302(a) of the Emergency Banking and

Bank 
Conservation Act, approved March 9, 1933, as amended; (2) in

the election of directors, shares of its own stock held by a

44tional bank as sole trustee, whether registered in its own name

Ile such trustee or in the name of its nominee, shall not be voted

by the registered owner unless under the terms of the trust the

M4naer in which such shares shall be voted may be determined by a

donor or beneficiary of the trust and unless such donor or benefi-

ciftrY of the trust and unless such donor or beneficiary actually

rects how such shares shall be voted; and (3) shares of its own

""k held by a national bank and one or more persons as trustees

tallY be voted by such other person or persons, as trustees, in the

manner as if he or they were the sole trustee. Shareholders

11111Y vote by proxies duly authorized in writing; but no officer,

clerk, teller, or br,okkeeper of such bank shall act as proxy; and

4° sh reholder whose liability is past due and unpaid shall be

114°Ired to vote. Wherever shares of stock cannot be voted by reason
Of

being held by the bank as sole trustee, such shares shall be
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excluded in determining whether matters voted upon by the

Shareholders were adopted by the requisite percentage of

Shares"

(d) The second paragraph of section 5211 of the Revised

8 
tatiltes (12 U.S.C. 161) is amended by striking out the second sentence

(11* such paragraph.

(e) The last sentence of the sixteenth paragraph of

"ion 4 of the Federal Reserve Act, as amended (12 U.S.C. 304), is

841ended by striking out all of the language therein which follows the

and by inserting in lieu thereof the following: "Provided, That

l'Ilkever any member banks within the same Federal Reserve district are

"181-diaries of the same bank holding company within the meaning of the

114kliolding Company Act of 1956, participation in any such nomination
O

election by such member banks, including such bank holding company

Ititis also a member bank, shall be confined to one of such banks,

Mlich
1118.Y be designated for the purpose by such holding company."

(f) The nineteenth paragraph of section 9 of the Federal
„es,ririe

Act (121j.S.C. 334) is amended by striking out the last sentence
ot

SUch 
Paragraph.

(g) The twenty-second paragraph of section 9 of the Federal

"e Act (12 U.S.C. 337) is repealed.

(h) The third paragraph of section 23A of the Federal Reserve

U.S.C. 371c) is amended by striking out that part of the first

tell" that reads "For the purpose of this section, the term 'affiliate'
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8he1l include holding company affiliates as well as other affiliates,

and by changing the word "the" following such language to read

914m.

(i) Paragraph (4) of section 3(c) of the Investment

C°11111Y Act of 1940 (15 U.S.C. 808-3) is repealed.

(j) Paragraph (11) of section 202(a) of the Investment

Ativise_rs Act of 1940 (15 U.S.C. 80b-2) is amended by striking out the

Vords It 
any holding company affiliate, as defined in the Banking Act

1933" and substituting therefor the words„ "or any bank holding

11:1111141:tY• as defined in the Bank Holding Company Act of 1956."

(k) Section 601 of the Internal Revenue Code of 1954

(26 1J.S.C. 601) is hereby repealed.
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