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Minutes of a meeting of the available members of the Board of

Governors of the Federal Reserve System which was held in the Board

Room at 10:00 a.m. on Wednesday, October 17, 1962.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Mills
Mr. Mitchell

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Farrell, Director, Division of Bank

Operations
Mr. Solomon, Director, Division of Examinations

Mr. Hexter, Assistant General Counsel

Mr. Daniels, Assistant Director, Division of

Bank Operations

Mr. Leavitt, Assistant Director, Division of

Examinations

Mr. Thompson, Assistant Director, Division

of Examinations

Mr. Landry, Assistant to the Secretary

Mr. Potter, Senior Attorney, Legal Division

The actions described hereinafter were taken subject to ratification

the next meeting of the Board when a quorum was present.

Discount rates. The establishment without change by the Federal

Reserve Banks of Boston and Atlanta on October 15 and 16, 1962,

liesPeotively, of the rates on discounts and advances in their existing

schedules was approved unanimously, with the understanding that

sllroPriate advice would be sent to those Banks.

Items circulated to the Board. The following items, copies of

hich are attached to these minutes under the respective item numbers

thicated, were approved unanimously:
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Letter to the Federal Reserve Bank of New York
noting arrangements mnde with Professor Lester
Ye Chandler of Princeton University to serve
as a consultant to the Bank.

Letter to The Cleveland Trust Company,
Cleveland, Ohio, approving an extension of
time to establish a branch at 38 Main Street)
Chagrin Falls.

Letter to
Missouri,
Premises.

the

Farmers and Merchants Bank, Hannibal,
approving an investment in bank

Item No. 

1

2

3

First Virginia Corporatiog_SItems 4 and 5). A memorandum from

Le gal Division dated October 12, 1962, copies of which had been

distributed, referred to Board approval on September 21, 1962, of

al)Plications by The First Virginia Corporation, Arlington, Virginia,

to acquire shares of Southern Bank of Norfolk, Norfolk; Peoples' Bank,

Mount Jackson; and Shenandoah County Bank and Trust Company, Woodstock,

Virginia, such action having been taken subject to approval by the

h01(ling comp 's stockholders of amendments to the articles of

ineorporation by which the stock structure would be changed from two

classes with different voting rights to one class with uniform rights

14 every respect. Such amendments having been approved at a special

st(Ickholders' meeting on October 9, 1962, and the change in voting

rights being therefore in effect, there were attached to the memorandum

the Board's consideration, pursuant to the understanding at the

nleetIng on September 21, drafts of an order and statement relating to

the three applications.
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Governor Mitchell raised the question whether the draft statement

might not be regarded as overly long. He was not disturbed by the

recitation of facts pertinent to the various applications, but he had

noted, for example, reference in the statement to a management succession

Problem at the Mt. Jackson and Woodstock banks, and he did not recall

that this was an important factor. His question went, broadly speaking,

to the appropriate posture to be assumed by the Board in its statements.

As he had recently expressed himself on this point in connection with

PenCling First Wisconsin Bankshares application, it was his belief

that 
-L 
4-
I the Board found no strong negative factors in a particular

aPPlication, the application should be approved. To the degree that

the Board could issue a satisfactory statement on approved cases with

4 mum of verbiage, he felt that it would be advisable to follow such

pr
ocedtu-e.

Governor Mills commented that he considered the draft statement

aceePtable as it stood. There were three separate applications involved,

Ilecilliring in each case an explanation of the factors suggesting approval.

4180, he regarded the applications as involving rather close decisions.

14 his estimation, whenever a close decision was involved, a marshalling

thad
Pointing up of factors justifying approval was needed. In each of

the three applications under consideration the maringement or management

stlecession problem ranked higher on the side of approval than in certain

°ther cases that had come before the Board.



10/17/62

In reply reply to a question from Governor Balderston, Governor

Mitchell said that his comments on the draft statement should not be

construed as indicating a strong disinclination to authorize its

issuance in the form presented. As he had indicated, however, he felt

was not necessary for the Board to spell out in as much detail a

ea" for approval of holding company or merger applications as in the

event of disapproval.

After further discussion, during which several editorial

ni°4-ifications in the language of the draft statement were suggested

4acl agreed upon, the issuance of the order and statement was authorized

sUbiact to these changes being made. Copies of the order and statement,

as 
issued pursuant to this authorization, are attached as Items 4 and 5.

Messrs. Thompson and Potter then withdrew from the meeting.

&Tlement covering fire and other risks (Item No. 6). Following

8Yetem consideration during 1961 of the purchase of insurance by the

Peciellal Reserve Banks, the Board notified the Presidents on February 19,

1962) that it would have no objection to the discontinuance of fire

148urance by any Bank nor to an agreement (independent of the Loss

Shari p,
--ks Agreement of the Federal Reserve Banks) between two or more

klik
8 for sharing losses from fire. Shortly thereafter the Federal

ellerire Bank of Boston decided to discontinue the purchase of fire

1413111Vice and notified the Chairman of the Presidents' Conference that

it would like to have other Reserve Ranks join with it in an agreement

r°1' sharing fire risks. After ascertaining that several other Banks
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a160 were prepared to discontinue fire insurance, the Chairman of the

Conference requested the Insurance Committee of the Federal Reserve

3/anks to prepare an agreement for sharing losses. At its meeting on

September 10, 1962, the Presidents' Conference accepted (1) the report

Of the Insurance Committee of the Federal Reserve Banks on the subject

ct fire and other risks; and (2) a recommended Agreement of Federal

Reserve Banks Covering Fire and Other Risks.

Copies had been distributed of a memorandum dated October 10,

1962: from the Division of Bank Operations with regard to the proposed

4Teement. Attached was a draft of letter to the Chairman of the

Presidents Conference which would state that the Board had approved

the Agreement, as Provided in Section X thereof. As noted in the

Illemorandtml, the Agreement listed eight Reserve BAnks as parties

(including the three Banks--New York, Richmond, and San Francisco
--

that ,
Laid already discontinued carrying commercial fire insurance). Not

Included were the Federal Reserve Banks of Philadelphia, Cleveland,

Minneapolis, and St. Louis, which had indicated an intent to continue

the
Purchase of fire insurance. The Agreement provided for discontinuance

r Purchased fire insurance and for absorption of any losses up to

by the Bank incurring such losses. This corresponded to a

81111ilar provision in the Loss Sharing Agreement. However, a different

blIsis was provided for distribution of the amount of any loss over

$100,n--vnn. Whereas distribution of losses under the Loss Sharing

Agreement was in proportion to the surplus accounts of the Reserve
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distribution of losses over $100,000 in the proposed Agreement

would be in proportion to each Reserve Bank's participation in the

SYstem Open Market Account. This formula had been favored by the

insurance Committee by majority vote. Although the Committee believed

that
a formula based upon replacement value of buildings and contents

Was probably most appropriate, it noted that the obtaining of accurate

l'elplaoement values would require detailed physical appraisal of each

131/tiding at a prohibitive cost. The Presidents also had been divided

48 to the most desirable loss distribution basis. They noted, however,

that
anY losses would have to be met through earnings; and the largest

a01111" of earnings was open market operations. During the discussion

at the Presidents' Conference, President Hayes had stated that the New

York Reserve
Bel* would prefer to continue self-insurance unless

consummation of the proposed Agreement depended on participation by

that
Bank. In this connection the draft of letter to the Chairman of

the Presidents' Conference would indicate that the Board did not

believe participation by any Reserve Bank that had already discontinued

Pilischasing fire insurance was essential to the execution of the Agreement

by B
wishing to enter into the Agreement.

Asked for his comments, Mr. Farrell said he thought the principal

cillestion. the Board might wish to consider was whether approval of the

131'°.P°sed Agreement should depend on participation by the New York

rye 
Bank. In the view of the Division of Bank Operations, it did

not
seem necess that al) of the Reserve Banks that were carrying

thei,
wn insurance participate in the Agreement.
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Discussion of of this point brought out that the Board had already

bY iMPlication taken a position on the question by stating in its

letter of February 19, 1962, that there would be no objection to

development of an agreement of the kind proposed if two or more Reserve

8enks were so inclined.

Question arose whether, in the circumstances, the letter to

the Chairman of the Presidents' Conference should contain language

ihclicating a position that all Reserve Banks ultimately should join in

the 
proposed Agreement. It was the consensus that some such expression

Il°4101 be appropriate. This was not because of a strong feeling that

Participation by pll Banks in the Agreement was vital. However, the

1114J°r1tY of the Board (Governor Mills excepted) had held the view when

the subject of insurance of fire and tallied risks was first discussed

th4t it would be desirable to suggest to the Reserve Banks the

discontinuation of such insurance in view of the cost-saving feature.

It 40V appeared that some of the Banks would be more agreeable to

discontinuance of the purchase of insurance if an agreement of the kind

4311 Proposed were placed in effect. Accordingly, the existence of the

lireement might have the effect of leading additional Banks to

discontinue the purchase of insurance.

The discussion then turned to the fact that, as described in

the memorandum from the Division of Bank Operations, a different basis

14404 be used for the distribution of losses over $100,000 than under

the Present Loss Sharing Agreement. While comments brought out that
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this would appear to have little consequence as a practical matter,

Governor Mills observed that outside parties might regard the situation

as peculiar. After some discussion of this point, agreement was

exl)ressed with the suggestion that it might be desirable for the

?residents' Conference, at an appropriate time, to give consideration

t0 'whether the basis of loss distribution under the Loss Sharing

Agl'eement should be changed to conform to that used under the proposed

A8reeslent of Federal Reserve Banks Covering Fire and Other Risks.

At the conclusion of the discussion, approval was given to a

letter to the Chairman of the Presidents' Conference in the form

t
tached as Item No. 6.

Federal Reserve motion picture. Governor Mitchell reported

teeeipt of a revised script treatment for the proposed Federal Reserve

41°1404 picture that met substantially all of the objections he had

Pl'eNrictusly raised. He said that it was his intention to communicate

t0 the Committee on Bank and Public Relations of the Presidents'

e°11terence a few suggestions for minor changes. He understood that

the revised script had been distributed by the Chairman to the other

inenlbers of the Committee on Bank and Public Relations for comment and

that the final script should be available within the near future.

Question was raised as to procedure from this point, and the

tilenibers of the Board indicated that they would be agreeable to accepting

the Judgment of Governor Mitchell.
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The Secretary noted that in its letter of September 17, 1962,

the Board interposed no objection to the Presidents' Conference making

arrangements to proceed with the photographic work for the proposed

tilm, subject to changes that might be made in the script. A further

letter from the Board would seem in order following receipt of the

final
script, presumably advising that the Board had no objection.

Accordingly, it was agreed to await receipt of the final script.

The meeting then adjourned.

Secretary's Notes: Pursuant to the rec-
ommendation contained in a memorandum
from the Director of the Division of

Personnel Administration, Governor Shepardson
approved on behalf of the Board on October 15,
1962, adjustments in the basic annual sal-
aries of the following employees reporting
for duty on October 15, 1962, and in the
case of one appointee (Mr. Altman) expected
to report for duty sometime in November,
in accordance with the new salary schedule
approved by the Board which became effective
October 14, 1962:

Old rate New rate

Walter P. Doyle, Attorney,
Legal Division $ 7,095 $ 7,575

Jill D. Francis, Chart Machine Operator,
Division of Research and Statistics 3,760 3,820

James K. Sapford, Review Examiner,
Division of Examinations 10,255 11,050

Ann Sutyak, Secretary, Office of
the Secretary 4,8110 5,045

Stuart H. Altman, Economist, Division
Of Research and Statistics 7,560 8,045
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Governor Balderston, acting in the absence
of Governor Shepardson, today vproved on
beha)f of the Board a letter to the Federal
Reserve Bank of San Francisco (attached
Item No. 7) approving the appointment of
Francis B. Lenz as assistant examiner.

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 1
10/17/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 17, 1962.

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

Dear Mr. Hayes:

Thank you for your letter of September 27, 1962 advising
that 

Professor Lester V. Chandler of Princeton University has been

rgaged, on a part-time basis, as a consultant to the Federal

4serve Bank of New York with respect to the program and operations

'flatters The 
and Statistics function and to general monetary

The Board of Governors had noted the details of the
21'angements regarding the appointment of Professor Chandler, as
ivutlined in your letter, and the proposal to review such arrangements

11 1111d-1963 to consider whether they should be extended.

The Board is pleased to learn that Professor Chandler's
age and experience will again be available to the System

through his service as a consultant to your Bank.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.
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Item No. 2
10/17/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 17, 1962.

Board of Directors,
The Cleveland Trust Company,
Cleveland, Ohio.

Gentlemen:

The Board of Governors of the Federal Reserve
System extends to November 2, 1963, the time within
Which The Cleveland Trust Company may establish a
branch at 38 Main Street, Cha in Falls, Ohio.

Very truly yours,

(Sived.) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
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FEDERAL RESERVE SYSTEM Item No. 3
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tu • WASHINGTON 25. D. C. 
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ADDRESS OFFICIAL CCIRREBPONDENCE
TO THE BOARD

October 17, 1962.

Board of Directors,
Farmers and Merchants Bank,
Hannibal, Missouri.

Gentlemen:

The Board of Governors of the Federal Reserve

SYstem approves, under the provisions of Section 24A of

Federal Reserve Act, an investment in bank premises

°Y Farmers and Merchants Bank, Hannibal, Missouri, of

?1,807, conforming to the amount already expended for

rae installation of aluminum window frames at the
nk's main office.

Very truly yours,

(signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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Item No.
UNITED STATES OF AMERICA 10/17/62

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

It the Matter of the Applications of

'1118 FIRST VIRGINIA CORPORATION

T.aPproval of the acquisition of
N°,n'l-ng shares of Southern Bank of
ja-1:,,b.r°1k3 Norfolk; Peoples t Bank, Mount

Shenandoah County Bank andNat 
company, Woodstock.

ORDER APPROVING APPLICATIONS
UNDER BANK HOLDING COMPANY ACT

There have come before the Board of Governors, pursuant to

Sect.
°n 3(a)(2) of the Bank Holding Company Act of 1956 (12 U.S.C. 1842)

414 eeeti°n 4(a)(2) of the Federal Reserve Regulation Y (12 CFR

three applications for the Board's prior approval of the

81ti°4 of 80 per cent or more of the outstanding voting shares of
each 

of the following three banks in the Commonwealth of Virginia:

(1) Southern Bank of Norfolk, Norfolk;
(2) Peoples' Bank, Mount Jackson;
(3) Shenandoah County Bank and Trust Company, Woodstock.

As required by section 3(c) of the Act, notice of each of
these

aPPlications was given to the Commissioner of Banking of the
00/111m..._

unwealth of Virginia, who expressed no objection to approval
thereo

In addition, notices of receipt of these applications were
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Plblished in the Federal Registet on February. 100 1962 (27 Fed. Reg.

1300), February 10, 1962 (27 Fed. Reg. 1300), and April 14, 1962 (27 Fed.

Reg. 3618), respectively, providing an opportunity for submission of

eftlents and views regarding the proposed acquisitions. The time for

ling such comments and views has expired and all comments and views

filed with the Board have been considered by it.

IT IS HEREBY ORDERED, for the reasons set forth in the

Boaro t
e Statement of this date, that said applications be and hereby

are
aPProved, provided that none of the acquisitions so approved shall

°nsummated (a) within seven calendar days after the date of this

0111,041,
or (b) later than three months after said date.

Dated at Washington, D. C., this 18th day of October, 1962.

BY order of the Board of Governors.

Voting for this action: Chairman Martin, and
Governors Balderston, Mills, Shepardson, King,
and Mitchell.

Absent and not voting: Governor Robertson.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

tjtz)

1()
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BOARD OF GOVERNORS

OF TEE

FEDERAL RESERVE SYSTEM

APPLICATIONS BY THE FIRST VIRGINIA CORPORATION, ARLINGTON,

VIRGINIA, FOR APPROVAL OF ACQUISITION OF SHARES OF SOUTHERN
BANK OF NORFOLK, NORFOLK; PEOPLES' BANK, MOUNT JACKSON;

SHENANDOAH COUNTY BANK AND TRUST COMPANY, WOODSTOCK

STATEMENT 

Item No. 5
10/17/62

The First Virginia Corporation ("First" or "Applicant"),

Arlington, Virginia, a registered bank holding company, has filed three

Sci3arate applications, pursuant to section 3(a)(2) of the Bank Holding

C(11)anY Act of 1956 ("the Act"), for the Board's approval of the acqui-

ti°11 of 8o per cent or more of the outstanding voting shares of each
Of

the following banks in Virginia:

(1) Southern Bank of Norfolk, Norfolk ("Southern-Norfolk");

Peoples' Bank, Mount Jackson ("Peoples'-Mt. Jackson"); and
1/43) Shenandoah County Bank and Trust Company, Woodstock

("Woodstock Bank").

Statutory factors. - With respect to each such acquisition,

seti°n 3(c) of the Act requires the Board to take into consideration

the following five factors: (1) the financial history and condition of

th h°1dinc) company and bank concerned; (2) their prospects; (3) the

Qllaretor of their management; (4) the convenience, needs, and welfare
Of

the communities and the area concerned; and (5) whether the effect
Of

acquisition would be to expand the size or extent of the bank

4°Maing company system involved beyond limits consistent with adequate

a41.c1 sound banking, the public interest, and the preservation of competi-

tion in the field of banking.



The Board Board has deemed it appropriate to consider the three

1118tant applications together, particularly because of possible inter-

e1ati°ns between them in weighing their competitive effects under the

firth statutory factor. Considerations relating to the holding company's

tiran .
cial history and condition, prospects, and management are, in general,

Y applicable in all three instances. Similar considerations with

reQ,_
"PQet to each of the banks involved, as well as considerations relating

tO +1,

"" fourth and fifth statutory factors, require separate treatment.

First Virginia Corporation. - First presently controls 6 banks,

all in .
Virginia, having a total of 22 offices and total deposits of

$116 .
111111im,* taking into account First's subsequent acquisition of

Etichrnctd Bank and Trust Company and the consolidation in 1962 of Mount

lierri°11 Bank and Trust Company with Old Dominion National Bank of Fairfax

county
(now Mount Vernon National Bank and Trust Company of Fairfax County).

°t the
sYstem's total deposits about $47 million are held by Old Dominion

arlit3 Arlington. The three subsidiaries other than those already mentioned

are 
The National Bank of Manassas, Manassas; The Purcellville National Bank,

Atilt

arld

ellville; and Falls Church Bank, Falls Church.

Consideration of the financial condition and history, the prospects,

the mama gement of First and of its system as a whole, discloses nothing
that w

d weigh materially for or against approval of the present applica-
ti .

In its Statement on the denial of First's application to acquire

ijariless otherwise stated, all figures hereinas of December 31, 1961.
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Stock of Farmers and Merchants National Bank, Winchester, Virginia,

the Board expressed views adverse to the two-class stock structure of

?irsty principally on the ground that it represented an inequitable

distribution of voting power among the corporation's stockholders

(1962 Fed. Res. Bulletin, page 1163). Since that time, the stockholders

First have approved amendments to the Articles of Incorporation

restilting in conversion to a single class of stock with uniform rights

ctlicl Privileges, thereby removing this problem.

First's

14°1-11d be expected

4NUisitions were

44d 
successfully.

ea"e satisfactory and

alter this conclusion.

financial history and condition are satisfactory and

to continue to be so whether or not the proposed

consummated. First's banks have been operated soundly

The prospects of the system as presently constituted

the addition of the proposed subsidiaries would not

Southern Bank, Norfolk. - Southern-Norfolk, with about
$27 

trallion in total deposits or about 9 per
City of 

Norfolk, has 9 banking offices, all located in the city.
ballk is 

strongly capitalized. Norfolk is a major

Utited 
States, contains a very large naval installation, and has

eXDeri
erioed steady and considerable growth. However, Southern-Norfolk

113es 11°t appear to have shared in the benefits of such growth to the
eatle

etent as the other Norfolk banks, or to have expanded proportionately
its s

cent of the total for the

The

commercial port of the

cope and capacity to serve the growing needs of the area. The fact
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that
Southern-Norfolk is the smallest bank with offices in the city may

he've some bearing on this situation, but it appears that the bank has

Inlained relatively stationary more from a lack of progressive manage-

inent Policies than from other circumstances.

In summary, the financial history and condition, prospects,

841cl nlanagement factors as to Southern-Norfolk are not such as to indi-

eEt'e that the bank cannot continue its sound operation independently,

btit s 
trengthened management, together with a vitalization of policies

4nd .
'ervices would improve the bank's prospects. The assistance that

?Irst proposes to provide in these respects is therefore a considera-

ti0
11 favorable to approval of the acquisition of Southern-Norfolk.

The three other banks with offices in Norfolk and their total

dePosits as of year-end 1961 are National Bank of Commerce - $197 million,

The Seaboard Citizens National Bank - $72 million, and Bank of Virginia -
$151 mill.on

1 (for all offices; only three of its 17 branches are located

14 ic/rfolk). It is not shown by Applicant that the banking needs of the

11°11°1k area are not being conveniently met. On the other hand, the

41s14ces for economic growth in the Norfolk area are considered especially

There is reason to believe that the demand for credit and

('Ither banking service will make full use of the potential as well as the
Pre e

caPacity of the area's banks. Thus, the assistance that First
Prop°

Se s to provide to Southern-Norfolk would make an affirmative
Qortri

blItion to the convenience, needs, and welfare of the Norfolk area,
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both directly and also indirectly through making Southern-Norfolk a

niore effective competitor. The extent to whicb support will be pro-

ded by First either in the long or short run cannot be anticipated

with certainty, but the likelihood that it will be provided and that

it '411 be of positive benefit to the area is sufficient under the fourth

tatutory factor to weigh in favor of approval of this application.

With respect to competitive effects, the proposed acquisition

of Southern-Norfolk should tend to intensify banking competition in a

bene.p
'

.,
Icial way, in view of Southern-Norfolk's history and present relative

SiZe.
While Southern-Norfolk does have nine offices in Norfolk, it is

elear enough that its affiliation with the holding company should on the

14°1e tend towards a balancing of competitive strength rather than the

celltrary.

Present subsidiaries of First draw a small amount of business
troiri

Norfolk, and Southern-Norfolk holds some loan and deposit accounts

°114'inating in the areas served by First's banks. However, the extent
or

13resent competition between

is /lot c

Southern-Norfolk and subsidiaries of First

of the total business of any of the banks

terms of the total business of banks in

. The nearest office of a First bank to

()Ilthern-tiorfolk is that of Richmond Bank & Trust Company, some 90 miles

'istallty and it appears that the elimination of neither present nor

ktelltial competition between Southern-Norfolk and First's present

8111-diaries is a significant concern in connection with the proposed

onsequential in terms

IIIII°1ved, and even less so in
the 

comPetitive areas involved
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Peoples' Bank, Mount Jackson. - Peoplesl-nt. Jackson, with

CIE POsi +
"")3 of 24o8 million, has its only office in Hount Jackson, Shenandoah

Nintv
• Its primary service area (wherein 75 per cent or more of its total

.els)()81-tis originate) is the town of Haunt Jackson and the surrounding agri-

cul
al area within a radius of approximately eight miles, having a popula-

tion

tor ,
4ears, as has the population of Mount Jackson, now about 720. The

C°1111tv- generally is rural in nature, with about 11 per cent of its popula-
tion e

Of about 12,000. The County's population of about 22,000 has been stable

InPloYed in small industries.

Peoples' Bank is adequately capitalized and has been soundly

°I.e.l'atae-. Its growth has been somewhat slow as compared with other banks

area, but the bank's financial history and condition are generally

`AtatA
-c'°x7. As a subsidiary, the bank would have the benefit of First's

the

Dotertiai

taillinz a

kturally

1) r tion

alktit*nr,
..vrogram.

In view of the relatively stable economy of the present and

service areas of the bank, it could reasonably anticipate main-

sound condition, but its prospects for profit and growth are

somewhat dependent on continuity of competent management. The

of the bank since 1959 reflects the capable leadership of its

c
hies. executive officer. There is some question as to haw long

t11( bank as
a small independent institution would be able to retain his

service
and the bank anticipates some difficulty in providing satis-

succession. It appears that First would be able to
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Pr°vide useful assistance in this regard, as well as with respect to

the bankts landing and investment policies. Accordingly, considerations

a$ to both prosnects and management of the bank are somewhat favorable

to the acquisition of Peoplest=iiti Jackson by First.

There is little, if any, evidence that the banking needs of

nount Jackson area are not now being conveniently and adequately

The stability of the economy argues against a significant

1)1Tit demand for expanded facilities or services. Two other smaller

--s, with one office each, are located within Peoplest-flt. Jacksonts

PlImarY service area, and the Applicant states that the other four banks

in the County coyoete for business from that area to some extent, al-

thoun the largest of these four has only about million in deposits,

aricithey are from 14 to 25 miles distant from 1:ount Jackson. However, it

al3Pears that the holding company affiliation might help to stimulate the

the

econ-
vrnY of the area and thereby promote the welfare of its people. This

131'°sPect Provides some support for approval of the proposed acquisition of

the b
ank by First, although such support is limited by the absence of a

showi.
ag of present or potential inadequacy of banking facilities.

It does not appear that the acquisition of Peoplest-Ht.

Jack
8°11 by First and the proposed benefits of the affiliation would

have
he effect of giving the bank an undue advantage over its

c)11113etii,-ors, the nearest of which are about seven miles distant.
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14111e all the banks in the County are relatively small, the limited

ci"Land for services that they cannot independently provide and the nature

qbanking in the area limit accordingly the advantages of affiliation

Ilith a banking system of much greater resources. Thus, it does not appear

that
competition would be intensified for the remaining independent banks

ili such a way as to be harmful to them or to the general health of bank-

1.4 competition in the area.

The amount of existing or potential competition between Peoples'-

JA
-c4-aon and present subsidiaries of First appears to be negligible.

The
nearest office of a First subsidiary is that of Purcellville National

tatat
' -PProximately 71 miles distant. The proposed acquisition would not

bf. its
e-Lf reduce alternative sources of banking service to a material

ettent.

For the reasons stated, the Board is of the opinion that the

altlon of Peoples'-Mt. Jackson alone would not have a significant

'se effect on competition in the Mount Jackson area.

Possible elimination of competition among the three proposed

Ilbsicliaries if the acquisitions are consummated must also be considered.

8°11thern-Norfo1k serves an area remote from both Peoples'-Mt. Jackson

44z' W°°dstock Bank, so that competitive considerations as to the Norfolk

area 
need not be related to the other two acquisitions. Woodstock Bank

4r4Pe°Plee t, on the other hand, are both located in Shenandoah County,

14 miles apart. Accordingly, the competitive relationship of those

41° barlke and the effects of the acquisition of both will be discussed

tc)11c)wilig a discussion of the Woodstock Bank proposal in the light of

(1.411e1' statutory considerations.
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Shenandoah County Bank and Trust Company, Woodstock. -

Woodstock Bank, with one office and total deposits of $3.6 million,

is located in Shenandoah County, about 30 miles southwest of Winchester

4.4114 miles northeast of Mount Jackson. The bank's trade area is pre-

(1°rrlinantly agricultural with a relatively stable economy. The bank has

be" operated soundly and conservatively. In the five years ending with

a 
the bank's rate of growth in deposits was the next to lowest among

the
seven banks in the County for the period and in terms of dollar in-

creaee it ranked fifth, but the bank is well capitalized, and in all

Prqebility could continue to be operated soundly as an independent

Institution.

While there is no apparent need for the financial support of

ho,
dins company, Woodstock Bank's performance indicates that its

Prosp
ects could be improved, While significant economic expansion is

40t

-redicted for the area, it would appear that the bank has not taken

advantage of existing opportunities within the scope of conserva-

tve
banking practice, particularly with respect to lending policies,

4a t014hich First's experience and advice could be beneficial, The

Itistitution of an auditing program and the availability of trust and

Illvestment assistance from First are also proposed contributions to

the bank's Prospects.

The present management of Woodstock Bank is competent. However,

8eor management must be provided before long and, as with other

batik_ .
In the same size range, Woodstock Bank's own capacity to provide

eCe
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it is limited. While this is not in itself a strong reason for

approval of the acquisition of the bank by First, such added assurance

er management continuity as the affiliation would provide is a

fa
vorable consideration.

As indicated, affiliation with First's holding company

sYstem should be of some benefit to Woodstock Bank with respect to

its 
Prospects and its management. This benefit should in turn be

reflected in benefit to those who are or may be served by the bank.

411 important this is to the convenience, needs, and welfare of the

cc3mnlunity and the area depends on the total availability of required

banking service. In Woodstock itself (population about 2,100), there

18 ene other bank with about .:;3 million in total deposits. Also

1c3cated in Woodstock Bank's primary service area is Farmers Bank of

—41rg (deposits of $1.8 million). The other four banks in

Shenandoah County compete within Woodstock Bank's primary service area

to 4 slight extent. Thus, there are banking alternatives available to

the Woodstock area, and it does not appear from the evidence before

the Board that banking needs therein are not being met with reasonable

c°11venience. However, it appears that the affiliation of Woodstock

13411k .+
First's system might tend to improve the general level of

bank. 
service presently available and thereby be of benefit to the

e°1111114nitY. The situation of Womdstock Bank is similar to that of

Pe°Ple81-Mt. Jackson in this respect.
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The competitive situation of Woodstock Bank in its awn area

is also somewhat similar to that of Peoples' -Mt. Jackson. As noted

above, there are two other banks in the primary service area of

Woodstock Bank: National Bank of Woodstock in Woodstock, and Farmers

Bank of Edinburg, about seven miles distant, which is also in the

Primary service area of Peoples'-Mt. Jackson. Because of the

competitor in Woodstock, the effects on other banks of any improvement

in Woodstock Bank's competitive position would be more immediate than

they Would in the case of Peoples' -Mt. Jackson, whose nearest

ecliMtitor is about seven miles away, but it would not qppear that

the acquisition of Woodstock Bank by First would have material adverse

effects on competing banks.

Thus, as in the case of Peoples'-Mt. Jackson, the Board

believes that the acquisition by First of Woodstock Bank alone would

11°t have significant adverse effects on competition in the Woodstock

area.

As for the combined effect on competition of the acquisition

Of both Peoples '...Mt. Jackson and Woodstock Bank by First, the two banks

fer the most part serve their respective communities and surrounding

areas, although their primary service areas overlap slightly in the

area of Edinburg, which is about midway between Mount Jackson and

'Jkistock. Analysis indicates that the two banks are alternative

bank.lng sources to some extent for the areas they serve but, with the

P°8s1ble exception of loan business drawn by Peoples' from the service

area of Woodstock, the amount of business drawn by each bank from the



-12-

service area of the other is not large, even as a proportion of each

bankts own totals. In view of the other alternative sources of banking

service including the bank in Edinburg, another bank in Woodstock, and

the other banks in the County to a lesser extent, the amount of active

cemPetition that would be eliminated by First's acquisition of both

Peoples' and Woodstock Bank and the effect of that elimination on

banking competition in the area generally cannot be regarded as

slibstantial in its importance to the public. The acquisition of both

PeePlest-Mt. Jackson and Woodstock Bank by First would combine about

30 Per cent of the deposits and about 25 per cent of the loans of the

C°1111tYt
8 
banks under common control. However, since the total volume

ef business of the two banks is to a considerable degree drawn from

seParate competitive areas, it is only a qualified measure of

conc
entration.

Having found that the competitive effects of the Proposed

acquisitions of Peoples' and Woodstock Bank in their respective service

areas--a.ue not adverse to approval of the two applications when con-

sidered independently, the Board finds further that, while some

c°mPetition between the two banks would be eliminated by First's

acquisition of both, that fact is not, in the general context of

bantr.,
"ng competition and service in the area, sufficiently adverse to

tweigh the other considerations noted as favorable to approval of

each application.
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Conclusion. - As indicated, the Board is of the view that
the 

proposed acquisitions would not expand the size of the holding

e°/111)any beyond limits consistent with the preservation of competition

il/the field of banking in the local competitive areas principally

ec)neerneci. noreover, the Board concludes that the proposed acquisitions

11c)u1d not unally expand the size or extent of the holding company on

either a revonal or statewide basis, considering the size of the pro-

Posed subsidiaries, their competitive range, and their geographic dis-

tl'ibution relative to each other and to present subsidiaries of First.

The three acccuisitons would increase First's percentage of banking
Off,.

-'eeS in the State from 3.5 to 5.3 and its percentage of total banking

clePosits in the State from 3.3 to 4.2. ahile First would, by these three

:Illisit?°ns, be extending its interest at a distance from the area of

1:t8 Pl'ineiPal operations, this would not appear to be inconsistent with

MogAate and sound banking.

UPon consideration of all the relevant facts in the light of
the,

'Lectors set forth in section 3(c) of the Act and the underlying pur-

P°3 c)f the Act, it is the Board's judgment that the proposed acquisitions

11°1141
 
he consistent with the public interest and that the three subject

1)1)11catDons should be approved.

Oqob
Cr 
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C

Mr. W. D. Fulton,
Chairman, Conference of Presidents

Of the Federal Reserve Banks,
Federal Reserve Bank of Cleveland,Cl
eveland 1, Ohio.

Dear Mt. Fulton:

Item No. 6
io/17/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 17, 1962.

This refers to the action of the Presidents' Conferenceon se t
.P ember 10, 1962, in adopting the Report of the Insurance

WImIttee of the Federal Reserve Banks on the Subject of Fire and
co er Risks and the proposed Agreement of Federal Reserve Banks
vering Fire and Other Risks.

The Board continues to believe that discontinuance ofins-maIt L.Lr nee against these risks by all the Banks would be beneficial.
be not felt, however, that consummation of the Agreement should

have Pendent upon participation by one or more of the Banks which
__;e already discontinued the purchase of insurance against risks

ered by the proposed Agreement.

in se The Board approves the proposed Agreement, as provided for
etion X thereof.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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RES06:':••

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. O. C.

111'. P. W. Cavan, Vice President,
Federal Reserve Bank of San Francisco,
San Francisco 20, California.

Dear Mr. Cavan:

Item No. 7
10/17/62

A'ODIRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 18, 1962.

In accordance with the request contained in
Mir letter of October 11, 1962, the Board approves the
aPPointment of Francis B. Lenz as an assistant examiner
for the Federal Reserve Bank of San Francisco. Please
advise the effective date of the appointment.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.


