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Minutes of the Board of Governors of the Federal Reserve System

on Tuesday, September 3, 1963. The Board met in the Board Room at

10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Solomon, Director, Division of Examinations

Mr. Johnson, Director, Division of Personnel

Administration
Mr. Daniels, Assistant Director, Division of

Bank Operations
Mr. Goodman, Assistant Director, Division of

Examinations
Mr. Leavitt, Assistant Director, Division of

Examinations

Mr. Spencer, General Assistant, Office of the

Secretary
Mr. Poundstone, Review Examiner, Division of

Examinations

Discount rates. The establishment without change by the Federal

Reserve Bank of Boston on August 30, 1963, of the rates on discounts

and advances in its existing schedule was approved unanimously, with

the understanding that appropriate advice would be sent to that Bank.

Circulated items. The following items, copies of which are

attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Letter to the Federal Reserve Bank of Philadelphia

approving revisions in the minimums of lower grades

in the employees' salary structure.

Item No.

1
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Letter to The Sumiton Bank, Sumiton, Alabama,
granting an extension of time to accomplish
membership in the Federal Reserve System.

Letter to The Farmers & Merchants State Bank,
Logansport, Indiana, approving the establishment
of a branch at 611-621 West Market Street.

Letter to United California Bank, Los Angeles,
California, approving an extension of time to
establish a branch in Downey.

Item No.

2

3

4

Letter to the Federal Reserve Bank of New York 5
approving the payment of salaries to Harold M.
Wessel, Assistant Vice President, and George
J. Doll, Assistant Vice President and Cashier
at the Buffalo Branch, at rates fixed by the
Bank's Board of Directors.

Application of Bankers International  Corporation (Item No. 6).

There had been distributed a memorandum dated August 16, 1963, from the

Division of Examinations with regard to an application submitted by

Bankers Trust Company, New York, New York, on behalf of Bankers

International Corporation, New York, New York, (an Edge Act banking

corporation), for permission (1) to amend the Articles of Association

of Bankers International Corporation to increase its authorized capital

stock, under a plan whereby Bankers Trust Company would purchase

additional shares, and (2) for Bankers International Corporation to

invest in shares of l'Union des Mines-La Henin, a banking corporation

located in Paris, France, to an extent greater than 15 per cent of its

capital and surplus. The memorandum of August 16, which recommended

approval of the application, noted that Bankers International would be
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paying a substantial premium to acquire the shares, and that the Board's

proposed consent would require that Bankers International not carry the

Shares at a net amount in excess of the book capital accounts of the

French corporation.

In discussion, Governor Mills said that approval of the application

to acquire the shares of the French corporation would seem to be consistent

With the recent revision of Regulation K. However, to say that an invest-

ment in l'Union des Mines-La Henin would advance the foreign commerce of

the United States was, in his view, a stretch of the imagination. This

was another of the regrettable incidents that had arisen and would continue

to arise under the revision of Regulation K. While he would approve the

application because it appeared to qualify under the revised Regulation,

it forbode evil.

Mr. Goodman said he shared a part of Governor Mills' reluctance.

He was confident that Bankers Trust Company felt this investment was

desirable. However, it had not supplied the Board with the same amount

of documentation as in some other cases. He then noted that the draft

of letter to Bankers International Corporation stated that it should not

carry on its books shares of the French firm at a net amount in excess

of the book capital accounts of 1' Union des Mines-La Henin. From the

information available, Bankers International would be paying a substantial

Premium, so that this condition might present a problem. However, such

a condition had been imposed in other cases, and he thought it was appro-

priate.
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Governor Mills Mills noted that Bankers International would be at

liberty to challenge the condition if it wished, and other members of

the Board concurred with this point. He then inquired about the distinc-

tions between this application and the applications of Pennsylvania

International Investment Corporation and other Edge corporations to

invest in the Discount Bank Investment Corporation Ltd., Tel Aviv, Israel,

where the Board had withheld its approval until certain additional facts

were presented.

Mr. Goodman responded that in that case there was some feeling

that a highly complex institution was trying to build an empire aroun
d

the world. The operations of l'Union des Mines-La Henin were felt to

be oriented more toward the European community than the world in genera
l.

In further discussion of the pending application, Governor Mil
ls

Pointed out that his concern was that the banking fraternity was ag
gres-

sively trying to engage in any area of finance, or assumed 
financing,

that looked attractive. This raised to a greater importance the responsi-

bility of the Federal Reserve System, as a supervisory agency, to
 express

concern or doubt in any area where a transaction was believed 
to be

unsuitable. As he viewed the situation, there was a movement fu
rther

and further away, both domestically and in the foreign sphe
re, from what

the responsibilities of the Federal Reserve should be.

Governor Robertson said he would not approve the 
application;

the Corporation should be told that the information 
submitted was inadequate
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to enable the Board to determine whether the net result would be a pro-

motion of the financing of trade between the United States and countries

abroad. In cases that were borderline, such as this one, the record

should be clear. The facts presented were insufficient to convince him

that this transaction would promote what the statute intended, namely,

U. S. international trade.

Governor Shepardson stated that he thought the application

presented some questions. He did not know whether it would be possible

to develop more information that would be particularly helpful.

Mr. Goodman pointed out that the Board had approved in January

an application by International Banking Corporation, a subsidiary of

First National City Bank of New York, to acquire an interest in the

London firm of M. Samuel & Co. Limited. Also, the Board had previously

Permitted Morgan Guaranty International Finance Corporation, a subsidiary

of Morgan Guaranty Trust Company, to purchase shares in Morgan & Cie.,

S. A., Paris, France. Both cases being somewhat similar, approval of

this application would seem consistent with the Board's decisions on

the other two cases.

Governor Robertson said that he had no doubt about this being

a. good investment from the standpoint of Bankers International; but he

questioned whether the investment fell within the intent of the statute.

He agreed it was very close to the cases involving Morgan Guaranty and

International Banking Corporation, and it might look as if the Board
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were discriminating against Bankers if it disapproved the instant appli-

cation. However, the question was where to stop. If the Board did not

stop at some point, it would bind itself more and more to the approval

of similar investments that might be proposed in the future.

Following a discussion relative to whether the circulation of

additional information on the application that might be compiled by Mr.

Goodman would be helpful, Governor Balderston said that he would approve.

The Board had approved the two other cases. If Bankers Trust Company

wanted to enter the French economy, this method was probably an effective

way to do it.

Governor Shepardson said that he felt the point about being

consistent was important. Although he recognized Governor Robertson's

comment about finding a stopping point, this transaction seemed to be

eligible within the provisions of the revised Regulation K that the

Board had recently adopted, and its approval would be consistent with

the other Board actions to which reference had been made. He questioned

whether there was further information that could be developed that would

be too helpful.

The application of Bankers International Corporation was then

Governor Robertson dissenting for the reasons he had indicated

in the discussion. A copy of the letter sent to Bankers International

Corporation pursuant to this action is attached as Item No. 6.

Messrs. Goodman and Poundstone then withdrew from the meeting.
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Cincinnati Branch premises _Item No. 7). There had been cir-

culated a memorandum dated August 23, 1963, from the Division of Bank

Operations with respect to a letter of August 13, 1963, from the Federal

Reserve Bank of Cleveland requesting Board approval of a proposal to

employ architects to consider the feasibility of undertaking construction

of a new building for the Cincinnati Branch.

The memorandum discussed the need for a new building, as presented

in the letter from the Cleveland Reserve Bank, and also set forth the

extent of the investment in the present building. The memorandum pointed

out that since November 1962 the Branch management, with the approval of

the Board of Directors, had been exploring the possibility of a new

building to be erected in conjunction with the downtown Cincinnati urban

redevelopment program. The proposed agreement with the architects would

call for the preparation of preliminary drawings and sketches outlining

Specifications and construction cost estimates for a new building, the

total cost of which work was estimated to be about $42,000.

Attached to the memorandum of August 23 was a draft of letter

authorizing the Reserve Bank to employ architects for the purpose of

Providing preliminary drawings, sketches, and construction cost estimates

for a building for the Cincinnati Branch.

In discussion, Governor Mills brought out that approval of the

request might be construed by the Reserve Bank as advance approval of

•

the abandonment of the present Cincinnati Branch quarters and the con-

struction of a new building. This project had become involved in the
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aMbitions of the community to improve an area of Cincinnati that could

benefit by such improvement. Possibly the Board wanted to go along with

the project, but the investment in the present Branch building was

substantial.

Mr. Daniels, commenting upon the plan to engage architects,

remarked that while the letter from the Cleveland Reserve Bank seemed

to imply that the architects' work might involve a total cost of $42,000,

it was understood that a separate contract could be arranged for certain

Preliminary sketches and estimates, the cost of which would be in the

neighborhood of $3,000. He saw advantages in having information available

along that line to help the Board in reaching a decision on the over-all

proposal.

Mr. Daniels went on to review the background relating to this

proposal. He noted that in October 1962 the Cincinnati Branch Board of

Directors authorized the officers of that Branch to enter into discussion

With Emery-Knutson, Inc., the firm that had been awarded a contract by

the City of Cincinnati as developer of the urban redevelopment program.

Early in January 1963 an article appeared in the Cincinnati Enquirer

indicating that consideration was being given to the construction of a

new building for the Cincinnati Reserve Bank Branch and that the Federal

Reserve had in mind a location within the area comprehended by the

Cincinnati urban redevelopment program. The Board had learned of this

article when Mr. Charles P. Taft telephoned Chairman Martin, to make

inquiry. Subsequently, the matter was reported to the Board by Chairman
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Martin, and there was discussion at the meetings on January 14, March 19,

and March 28, 1963. At the Board meeting on March 19, it was understood

that Governor Mills prld Mr. Farrell would discuss the status of the

matter with former President Fulton. On March 28, Governor Mills and

Mr. Farrell reported on their conversation with Mr. Fulton, who had

indicated that the steps taken up to that point in the consideration

of a new building were purely exploratory. Mr. Fulton mentioned, in

this connection, that some consideration had been given to the possibility

of acquiring property adjacent to the Branch's present quarters. Further,

President Fulton had reviewed the rather substantial expenditures made

over the years for the improvement of the present Cincinnati Branch

building as well as the question of its adequacy for future operations,

and had stated that the Board would be kept informed of developments.

In June, Mr. Hickman, who had succeeded Mr. Fulton as President of the

Cleveland Reserve Bank, telephoned about a site that tbe Emery-Knutson

firm was asking the Bank to consider; he indicated that the price seemed

rather high and asked how it compared with the price of sites for other

Federal Reserve buildings. Mr. Daniels said he inferred from the letter

Of August 13 that the Cincinnati Branch had lost interest in the partic-

ular site about which President Hickman had telephoned, since it seemed

that a site was now being considered within the redevelopment area where-

as sites previously mentioned had been on the fringe of that area.
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Mr. Daniels went on to note that the present Cincinnati Branch

building had been built in 1927. Originally, the Branch occupied the

subbasement, basement, and first two floors, an area of 25,000 square

feet. The building was purchased by the Reserve Bank in 1945. As the

operations of the Branch grew, the building was remodeled and the Branch

now occupied 113,500 square feet. While the total investment in the

present building, including remodeling from time to time, was substantial,

the building was not considered entirely adequate for Branch operations.

At the conclusion of Mr. Daniels' review, Governor Robertson

Spoke in favor of having the architects do only preliminary work, the

cost of which he understood would be about $3,000. He believed that

this work might provide a better basis on which to determine whether

it would be worth while to leave the present location.

Governor Shepardson also believed the Board should have more

information before deciding whether there was justification for going

ahead with plans for a new building.

Governor Mills said that he felt the letter to the Cleveland

Reserve Bank should make the Board's position clear. The Bank should

not be led to assume that the Board was approving the building project

in advance. The letter should stipulate that additional information

Should be furnished with respect to the plans for a new building and

disposition of the present property.
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There being agreement with the suggestion by Governor Mills,

aps2m1 was given to a letter to the Federal Reserve Bank of Cleveland

in the form attached as Item No. 7.

Little Rock Branch premises (Item No. 8). There had been

circulated a memorandum from the Division of Bank Operations dated

August 26, 1963, with regard to an attached letter from the Federal

Reserve Bank of St. Louis that requested authorization to proceed with

the preparation of preliminary plans and specifications for a new Branch

building to be constructed at Little Rock, Arkansas. The memorandum

noted that the Federal Reserve Bank of St. Louis had decided in 1962

to abandon a plan of expanding the Little Rock Branch through construction

of an addition. Subsequently, the Board authorized the purchase of a

new building site, which was later found to cost substantially more than

had been originally contemplated. On December 20, 1962, the Board approved

the acquisition of an alternative building site. This site had now been

acquired. Accordingly, a draft of letter to the Federal Reserve Bank

Of St. Louis interposing no objection to its proceeding with the develop-

ment of preliminary plans and specifications for a new Branch building

at Little Rock on the alternate site was attached to the memorandum.

Following comments by Mr. Daniels, the letter was approved

unanimously. A copy is attached as Item No. 8. 

The meeting then adjourned.
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Secretary's Note: Pursuant to recommenda-
tions contained in memoranda from appropriate
individuals concerned, Governor Shepardson
today approved on behalf of the Board the
following actions relating to the Board's
staff:

Extension of appointment 

Cornelia J. Motheral, to work in the Division of Research and
Statistics on a temporary contractual basis from September 3, 1963,
to December 31, 1963, with an increase in compensation from $28 per
day to $31 per day.

Adjustment of basis of appointment 

Bette Silver Mahoney, Economist, Division of Research and
Statistics, appointed at a salary of $7,575 per annum, rather than
$8,045 (as approved by the Board on April 19, 1963), effective the
date of entrance upon duty, September 3, 1963.

Travel

Glenn M. Goodman and James C. Smith, Assistant Directors, and
Lloyd M. Schaeffer, Chief Federal Reserve Examiner, Division of
Examinations, to attend the annual meeting of NABAC, the Association
for Bank Audit, Control, and Operation, in Minneapolis, Minnesota,
September 15-18, 1963, with the understanding that the gistration
fees and similar expenses would be paid by the Board.

Secret
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

3C)f.

Item No. 1
9/3/63

ADDRESS orricoAL CORRESPONDENCE

TO THE HOARD

September 3, 1963

CONFIDENTIAL (F.R.) 

Mr. William A. James, Personnel Officer,
Federal Reserve Bank of Philadelphia,
Philadelphia, Pennsylvania. 19101

Dear Mr. James:

As requested in your letter of August 19, 1963,

the Board of Governors approves, effective immediately,

revisions in the salary structure applicable to employees

of the Federal Reserve Bank of Philadelphia, increasing

the minimums of grades 2 and 3 to $2,600.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth Kenyon,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Organization Committee,
The Sumiton Bank,
Sumiton, Alabama.

Gentlemen:

3011()
Item No. 2

9/3/63

ADDRESS OFFICIAL CORRESPONDENCE
TO THE SOAR()

September 3, 1963

In accordance with your request submitted
through the Federal Reserve Bank of Atlanta, the Board
of Governors extends to December 15, 19630 the time
within which The Sumiton Bank, Sumiton, Alabama, may
accomplish membership in the Federal Reserve System,
as outlined in the Board's letter of August 12, 1963.

Very truly yours,

(Signed) Elizabeth L. Carmichael

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Farmers & Merchants State Bank,

Logansport, Indiana.

Gentlemen:

3011
Item No. 3
9/3/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 3, 1963

The Board of Governors of the Federal

Reserve System approves the establishment by The

Farmers & Merchants State Bank, Logansport,

Indiana, of a branch at 611-621 West Market Street,

Logansport, Indiana, provided the branch is es-

tablished within one year from the date of this

letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,

Assistant Secretary.

(The letter to the Reserve Bank stated that the

Board also had approved a six-month extension

of the period allowed to establish the branch;

and that if an extension should be requested,

the procedure prescribed in the Board's letter

of November 9, 1962 (S-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
United California Bank,
Los Angeles, California.

Gentlemen:

3012
Item No. 4
9/3/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 3, 1963

The Board of Governors of the Federal Reserve
System extends to May 1, 1964, the time within which United
California Bank may establish a branch in the downtown
business district of the City of Downey, Los Angeles County,
California.

Very truly yours,

(Signed) Elizabeth L. Carmichael

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

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

CONFIDENTIAL (F.R.) 

Mr. William F. Treiber,
First Vice President,
Federal Reserve Bank of New York,
New York, New York. 10045

Dear Mr. Treiber:

301::*;
Item No. 5
9/3/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 3, 1963

The Board of Governors approves the payment of
salaries to the following officers of the Federal Reserve
Bank of New York for the period September 1 through
December 31, 1963, at the rates indicated, which are the
rates fixed by the Board of Directors as reported in your
letter of August 19:

Name

Head Office
Harold M. Wessel

Buffalo Branch
George J. Doll

Annual
Title Salary

Assistant Vice President $18,000

Assistant Vice President 18,250

and Cashier

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS Item No. 6
OF THE 

9/3/63

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

ADDRESS OFFICIAL CORRESPONDE
NCE

TO THE BOARD

September 3, 1963.

Bankers International Corporation,
280 Park Avenue,
New York 17, New York.

Gentlemen:

This refers to a letter dated July 18, 1963, from
Mr. Robert H. Brome, General Counsel and Secretary, Bankers Trust

Company, to the Federal Reserve Bank of New York, enclosing a Consent

Signed under date of July 18, 1963, on behalf of Bankere Trust Com-

pany, sole stockholder of your Corporation, consenting to the amend-

ment of the Articles of Association of your Corporation to increase
the authorized capital stock from $2,000,000 to $3,500,000 consisting

of 175,000 shares of the par value of $20 each. In accordance with

the request, and pursuant to the provisions of Section 211.3(a) of

Regulation K, the Board of Governors approves the amendment to

Article SEVENTH of your Articles of Association.

It is noted that Bankers Trust Company will acquire the

75 00, 0 additional shares at par, the total purchase price being
$1,500,000. Under the provisions of Sections 9 and 25(a) of the

Federal Reserve Act, no specific approval by the Board of Governors

is required for such purchase. It is noted that the aggregate amount

of stock to be held by Bankers Trust Company in all corporations

organized or operating under the provisions of Sections 25 and 25(a)

of the Federal Reserve Act will not exceed 10 per cent of the capital

and surplus of Bankers Trust Company.

In accordance with the request and on the basis of the

information furnished in your letter of July 5, 1963, the Board 
of

Governors grants consent for Bankers International Corporation ("BIC")

to purchase and hold 18,239 shares of l'Union des Mines-La Henin

("UdMLH"), Paris, France, at a cost of approximately US$1,861,000

(equivalent), provided such stock is acquired within one year from

the date of this letter.

The Board also approves the purchase and holding of shares

of UdMLH within the terms of the above consent in excess of 15 per

cent of BIC's capital and surplus.
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The Board's consent to the proposed purchase and holding
of shares of UdMLH by BIC is granted subject to the following con-
ditions:

(1) That BIC shall not carry on its books the shares of
UdMLH at a net amount in excess of the book capital

accounts of UdMLH, after giving effect to the

elimination of all known losses; and

(2) That neither UdMLH nor any subsidiary bank or other

subsidiary company will maintain any branch, agency,

office, or representative in the United States.

Section 211.9(b) of Regulation K, which relates to "Liabili-
ties of one borrower," provides, in part:

"Except as the Board may otherwise specify, the total

liabilities to a Corporation of any person shall at no
time exceed 50 per cent of the Corporation's capital and

surplus, or 10 per cent thereof if it is engaged in banking.
In this paragraph 'liabilities' includes: any obligations
for money borrowed and shares of stock; . .11

Subject to continuing observation and review, the Board suspends, until
further notice, the provisions of the above-quoted portion of Section
211.9() to the extent that the investment by BIC in the stock of UdMLH

would cause "liabilities" to exceed the percentage limitations stated

therein.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS Item No. 7
OF THE 9/3/63

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 4, 1963.

Mr. W. Braddock Hickman, President,
Federal Reserve Bank of Cleveland,
Cleveland, Ohio. 44101

Dear Mr. Hickman:

This refers to your letter of August 13, 1963, concern-
ing a possible new building for the Cincinnati Branch.

The Board authorizes your Bank to employ the architects,
Harry Hake and Harry Hake, Jr., to provide preliminary drawings
and sketches and construction cost estimates for a building for
the Cincinnati Branch, as outlined in your letter.

This authorization does not constitute advance approval
Of a new building for the Cincinnati Branch. It is understood that

the architects will make a feasibility study to determine possible

uses of a new building site, the cost of which work on the time

basis described in your letter would be in the neighborhood of

$3,000.

After the architects have completed this preliminary

study, a report should be submitted on the results of the study

and additional information on what disposition could be made of

the present property.

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.

Mr. Harry A. Shuford, President,
Federal Reserve Bank of St. Louis,
P. 0. Box 442,
St. Louis, Missouri. 63166

Dear Mr. Shuford:

Item NO3 11 P7'
9/3/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 3, 1963

This refers to your letter of August 13, 1963,

concerning the proposed construction of a new building for

the Little Rock Branch.

The Board will interpose no objection to your

Bank's proceeding with the development of preliminary

plans and specifications as outlined in your letter.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.


