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Minutes of the Board of Governors of the Federal Reserve

8311tft on Thursday, November 140 1963. The Board met in the Board

RoQaat 10:00 a.m.

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

Mr. Mills
Mr. Robertson

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Molony, Assistant to the Board

Mr. Cardon, Legislative Counsel

Mr. Hackley0 General Counsel

Mr. Farrell, Director, Division of

Bank Operations
Mr. Solomon, Director, Division of

Examinations
Mr. Johnson, Director, Division of

Personnel Administration
Mr. 01Connell, Assistant General Counsel
Mr. Hooff, Assistant General Counsel
Mr. Daniels, Assistant Director, Division

of Bank Operations

Mr. Leavitt, Assistant Director, Division
of Examinations

Mr. Mattras, General Assistant, Office

of the Secretary
Miss Hart, Senior Attorney, Legal Division

Mr. Doyle, Attorney, Legal Division

Mr. Collier, Chief, Current Series Section,

Division of Bank Operations

Mr. Guth, Review Examiner, Division of

Examinations
Mr. Lyon, Review Examiner, Division of

Examinations

Fefiet.
0 4:41 Reserve Bank of Kansas City on November 13, 19630 of the rates

1118count8 and advances in its existing schedule was approved unan-

j 484, vith the understanding that appropriate advice would be sent

that t

-DI-2_22114 rates. The establishment without change by the

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



4/14/63 -2-

Circulated or distributed items. The following items, copies

or 'which are attached to these minutes under the respective item numbers

iladicated, were approved unanimously:

tter to Mutual Trust and Deposit Company,

of AlbanYI Indiana, approving the establishment
0, a branch across a public alley at the rear
4 the head office banking quarters.

tdetter to Wells Fargo Bank, San Francisco,

a.b,nia) approving the establishment of
'ahch in Turlock.

Lett
n er to United California Bank, Los Angeles,,alit
bra„„2rn1a, approving the establishment of a

---L4 in Walnut Creek.

Lett
n er to United California Bank, Los Angeles,

brim2rilla, approving the establishment of a
In Pittsburg.

tetrites4 r to The Groos National Bank of San Antonio,

Pern,&°1110, Texas, granting its request for
to maintain reduced reserves.

Lettertay to Peoples Trust and Savings Bank, Green
toti.'tb/41.8con5in, waiving the requirement of six
the "s* notice of withdrawal from membership in

Federal Reserve System.

tette
reiga r to the Federal Deposit Insurance Corporation
V1 '1 the application of State Bank of Virginia,
11181,%",1118-, Minnesota, for continuation of deposit
ped:ance after withdrawal from membership in the

Reserve System.
te

tte/, to Smith, Axtell & Howell, Jacksonville, 
N6:41 regarding whether an extra day's 

interest

Nave Paid on a time certificate of deposit that 
hol:a due on a day declared by State law to be a 

legal

IdaY.

Item No.

1

2

3

14.

5

6

7

8
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Item No.

Letter to the Federal Reserve Bank of Chicago 9
611 e'ving the payment of salaries to the Bank's
-88 B electricians at specified rates.

.etter 

llterPos 
to the Federal Reserve Bank of Chicago

le 4--Lug no objection to the leasing of
in the Reserve Bank building to Walter E.
& Company, Inc., a company operating
field of factoring and commercial

Lett 

LO 
_
the Federal Reserve Bank of Minneapolis

4nving the appointment of Betty Jean Lindstrom
Re- 4A0bert J. Simkins as Federal Reserve Agent's
Presentatives at the Helena Branch.

In connection with Items 20 3, and 40 there was some discussion,

4t the instance of Governor Balderston, with regard to the question

or 111,
e rig of branch sites by larger banks in the State of California.

It ve.„
- suggested that it might be desirable for the staff to arrange

tor d 4
4'scussion with the State Superintendent of Banks for the purpose

or ex
changing views as to developments, thus strengthening the liaison

eare 
sAY maintained with the Superintendent by the Federal Reserve Bank.

In connection with Item No, 10 there was discussion from the

at
voint of the precedent that might be established in leasing space

to

alter E. Heller & Company, and reference was made to somewhat similar

el5. that had arisen in the past. During the discussion, Mr. Farrell

-Etat
ng of space to the Heller Company as appropriate. It was the

10

11

ed that Governor Mitchell had indicated that he regarded the

c‘i- sentiment that the standing and reputation of the Heller Company
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vel'e such that its occupancy of space in the Chicago building would

riliee no sUbstantial question, but some of the Board members present

"Pressed a degree of apprehension on the basis of precedent.

In connection with Item No. 11, mention was made of the relatively

34"ank of the persons presented for approval as Federal Reserve

Ageritte Representatives in this instance, but it was noted that in a

ar/4111 branch, like Helena, the possibilities were limited. The view

48 elcPressed that considerable reliance must be placed on the judgment

or tile directors and management of the Reserve Bank concerned.

Report on competitive factors Scranton-Hazleton, Pennsylvania)..

file had been distributed a draft of report to the Comptroller of the
ettrre

tre418

14188ion to the Comptroller with the understanding that the conclusion
V0111,1
'4 be revised to exclude a phrase that the effect of the proposed

°II competition would not be significantly adverse. Certain other

e4144;e-
8 in the conclusion were also agreed upon, together with the

IleY on the competitive factors involved in the proposed merger

or
-"alers Bank and Trust Company, Hazleton, Pennsylvania, into North-

ettate
rn Pennsylvania National Bank and Trust Company, Scranton,

P441118Y1vania.

After discussion, the report was approved unanimously for

-44 of a sentence in the body of the report, taken from the

the
lar

ge commercial banks in New York and Philadelphia for deposits

The conclusion of the report, as sent, read as follows:

"ion, which stated that there was intense competition from
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The proposed merger of Northeastern Pennsylvania
National Bank and Trust Company, Scranton, and Traders
Bank and Trust Company, Hazleton, would eliminate the
strong competition which now exists in Hazleton between
Traders and two branches of Northeastern. However,
there would remain a number of alternative banking sources
vhich would continue to serve the Ha7leton community. The
Proposal would have little effect in the larger total
service area of Northeastern.

Messrs. Johnson, Hooff, Daniels, and Collier then withdrew

fromthe meeting.

APplication of Wachovia Bank and Trust Company (Items 12, 

13 and 14). Pursuant to the decision reached at the meeting on

No
vember 5, 1963, there had been distributed a proposed order and state-

reflecting the Board's approval of the application of Wachovia

'lank and Trust CompanY, Winston-Salem, North Carolina, to merge with

Ilank of Randolph, Asheboro, North Carolina. There had also been

distributed a dissenting statement of Governors Mills and Robertson.

The issuance of the order, statement, and dissenting statement

vea
auti--zed.. Copies of the documents, as issued, are attached to

thee
e minutes as Items 12, 13, and 14.

Miss Hart then withdrew from the meeting.

APplication of First Colorado Bankshares (Items 15-18).
Irau

ant to the decision reached at the meeting on October 9, 1963,
there ,

nad been distributed a proposed order and statement reflecting
the ,o

-°ard's approval of the application of First Colorado Bankshares,
I4Q.

flgiewood, Colorado, to acquire shares of Security National Bank,
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Denver) Colorado. There had also been distributed copies of the

e°11eur1'1ng statements of Governors Robertson and Mitchell.

Governor Mills noted that in both the order and the statement

ference was made to the notice of receipt of the application given

to the Justice Department, even though notice was not required under

theBank Holding Company Act. This raised a question in his mind as

to vhether the inclusion of such a reference might not suggest that

the Justice Department was entitled to notice as a matter of right or

vas a
Party to the transaction.

In discussion of this point, Messrs. Hackley and O'Connell

ned that the reference to the Justice Department was included

to
-gtv e public notice of the fact that the Department was notified and

qta
0L avail itself of the opportunity to object. Under the law, notice

vow A
not have had to be given to either the Justice Department or the

State
13ank Commissioner. The references to the Justice Department

tifore were not essential, although it had

lkight have some advantage from the standpoint

setrtative of the State Brinking Board bad, of

VItness at the public hearing.

After further discussion, it was agreed that the order and

been thought that they

of the record. A repre-

course, appeared as a

alte
Ment should be revised to exclude reference to the notice given

to 
the Department of Justice and that reference to the State banking

1114/lorities would be modified along lines suggested. It was also agreed
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to eliminate from the statement certain sentences relating to the

6tiscuss1on of convenience, needs, and welfare of the communities and

area concerned that had been questioned by the Division of Examinations.

The issuance of the order and statement was then authorized,

171th the understanding that the documents would be revised as agreed

uPorl at this meeting. Copies of the order and statement, as issued,

4ridc0Pies of the concurring statements of Governors Robertson and

141tebell are attached to these minutes as Items 15, 16, 17, and 18.

Messrs. Guth and Lyon then withdrew from the meeting.

Bank service charges. There had been distributed a memorandum

rl'°m t he Lgai Division dated November 12, 1963, submitting a draft

or re
PlY to Chairman Fascell of the Legal and Monetary Affairs Sub-

e°1 ep.1itt
-- of the House Committee on Government Operations concerning

stituent's questions about bank service charges. There was also

Isibuted at this meeting an alternative draft of reply that had

beell
prepared at the suggestion of Governor Balderston.

Following discussion, it was decided that the form of reply

a Ccn

s t

Votact

be considered further at another meeting of the Board.

Messrs. Molony, Cardon, Farrell, and Doyle then withdrew from

the meeting.

Release of competitive factor reports (Item No. 19). There

been distributed a memorandum from the Legal Division and the
Di

- °f Examinations dated November 12, 1963, regarding a request
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Mr. Slay, Commissioner of Banking for the State of Michigan, for

n competitive factor reports that were to be received by the Board.

The memorandum noted that Commissioner Slay had requested the

rel"S in connection with the proposed consolidation of Old Kent Bank

alaciTrust Company, Grand Rapids, Michigan, and Community State Bank,

°Ilazidville, Michigan. Under section 261.2(d) of its Rules Regarding

Int°11111ation, Submittals, and Requests, the Board retained discretion

t° release copies of competitive factor reports received by the Board

it a deemed disclosure to be in the public interest. The unpublished

111tertlal Board procedures provided that the Board would not make avail-

"° anY person any views submitted to the Board with respect to an

111q44eation unless required by law, introduced in the record of any

IL11)11° hearing ordered by the Board, or authorized for release by the

4101:1 that submitted such views.

The memorandum pointed out that if the requested reports were

fivett to Mr. Slay it would be difficult for the Board not to make such

l'elX)rt
8 available to ny other State banking authority upon request in

tile Alt
It also raised the question whether the fact that the Bank

Ilet specifically provided for exchange of such reports among

th e interested Federal agencies suggested that release of the

8 to a State banking authority prior to his decision on a case

11°1114 b e appropriate. It was noted that possibly some State bank
el4vervi

8°r might use the reports to "pass the buck" to one or all of
the

l'el)ort

l'ePorting Federal agencies, or to justify certain actions. However,
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tbeDivision of Examinations and the Legal Division believed that

clisclosure of competitive factor reports to a State bank supervisor

Prior to his acting on a merger application would be in the public

interest. 
It would permit the State bank supervisor to consider views

that
vere currently available only at the Federal bank supervisory

level. Therefore, it was recommended that the Board accede to Mr. Slay's

requ
est if no objection were received upon clearance of the matter with

elPrtPriate staff of the Comptroller of the Currency, the Federal

teP081t Insurance Corporation, and the Department of Justice.

Following comments by Mr. Leavitt, Governor Mills said that

he f,
-urba persuasive the arguments against acceding to the request, as

listed
ln the memorandum. He saw little ground for making the reports

8411ilable. To make them available might be interpreted as bringing

Peder,,
influence to bear on the State bank supervisor. If the super-

denied the application and there was knowledge on the part of

the aPPlicant that the reports had been furnished, the applicant might

11111,
--ge undue influence or pressure. Also, there was a danger that the

State

the p
ederal agencies. Mr. Slay, he thought, was the kind of person

vho c

banking authority might use such material to "pass the buck" to

c)uld reach a decision without this sort of help; and he would

gracer
ullY decline the request. The responsibility for decision at

the
e(leral level was with the Board of Governors when all of the

15etti-
'"ent information was before it, and whatever action was taken 

by
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CoMmissioner Slay would fall within his own particular sphere of

414111*ritY. The Board should be as free from being influenced by a

State authority as the latter should be from any outside influence, as

NIresented by the competitive factor reports.

Chairman Martin expressed the view that, as a matter of general

e°°Peration, there was no valid reason to deny a request such as that
o 
tbe State Bank Commissioner. This seemed to him to involve a matter

°t /1°rIaa1 relations between authorities operating in the same field of

ties, He felt that it would be difficult to decline the request

gomeefullye

In further discussion, question was raised as to the practice

-omptroller of the Currency in releasing publicly competitive

taCtOr
—ports submitted to him, nnd the staff indicated that this had

been, a
'4e by the Comptroller on occasions. It was also pointed out

that
according to the Board's rules of internal procedure, reports

"kitu-d to it were released in cases that were the subject of a public
15rckaedi

-4; otherwise, only if the agency submitting the report authorized
its

Commissioner Slay could, of course, go direct to the
figarlei

es that had submitted the reports in this case. In effect, the
clecia4

J4)11 seemed to rest, therefore, with the originating agencies.
Rovev_

it seemed reasonable for him to come to the Board since the

°NJ.
44t14 agencies, if asked, might indicate that he should come to

th

4€elloY to whom the reports were submitted. Further, it was not
'414.

recommended that the Board release the reports to the Commissioner
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11141esa the originating agencies indicated that they would have no

objection.

After further discussion, it was agreed that the competitive

tilet°1" reports should be furnished to Commissioner Slay if the origina-

ti
agencies indicated that they would have no objection. Governor

14418 dissented on the ground that he felt the Commissioner had made

Na lm,„
---teroper request.

A copy of the letter subsequently sent to Commissioner Slay

is a
ttached as Item No. 19.

The meeting then adjourned.

Secretary's Note: Pursuant to recommendations

contained in memoranda from appropriate

individuals concerned, Governor Robertson,

acting in the absence of Governor Shepardson,

today approved on behalf of the Board the

following actions relating to the Board's

staff:

'it ter L. Worthy as Messenger, Division of Administrative Services,

sntram!8ic annual salary at the rate of $3,2451 effective the date of
-----e upon duty.

04tsiae 
business

volt °1-la U. Harper, Secretary, Legal Division, to do secretarial

—4 a Part-time basis for the Washington Academy of Surgery.
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BOARD OF GOVERNORS Item No* 1
OF THE 

11/14/63

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20351

ADDRESS orrictAL CORRESPONDENCE
TO THE BOARD

November 14, 1963

Board of Directors,
Mutual Trust and Deposit Company,New 

Albany, Indiana.

Ge
ntiemen:

taePProves 
The Board of Governors of the Federal Reserve System
the establishment of a "TV branch" by Mutual Trust and

tiyosit Company, New Albany, Indiana, across a public alley atthe rear of 
the head office banking quarters, provided the branch

established within six months from the date of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(The0,,,,ietter to the Reserve Bank stated that the
or7j, also had approved a six-month extension
:4,e Period allowed to establish the branch;

the L'hat if an extension should be requested,ot 
.procedure prescribed in the Board's letter
oovember 91 1962 (s-1846), should be followed.)
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BOARD OF GOVERNORS Item No. 2
OF THE 11/14/63

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 14, 1963

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

Gentlemen:

The Board of Governors of the Federal
Reserve System approves the establishment of a

branch by Wells Fargo Bank, San Francisco,

California, in the downtown business district
of Turlock, California, provided the branch is

established within one year from the date of
this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(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, D. C. 20551

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

Ge
ntlemen:

Item No. 3
11/14/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 14, 1963

The Board of Governors of the Federal Reserve System

Banl 
840Pr0ves the establishment of a branch by United California,
-- in Walnut Creek Leisure World Senior Citizens Development,Wainut Creek, California, provided the branch is established

-"41131 six months from the date of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(The Bo 
1 
..etter to the Reserve Bank stated that the

ortl: also had approved a six-month extension
allele period allowed to establish the branch;
the that if an extension should be requested,

Procedure prescribed in the Board's letterOf tiT
'Icwember 9, 1962 (S-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

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

G
entlemen*

Item No. 4
11/14/63

ADDR[BB OFFICIAL CORRIESPONDENCIE

TO THE BOARD

November 14, 1963

The Board of Governors of the Federal Reserve System
?proves the establishment of a branch by United California
,anks Los Angeles, California, in the vicinity Of, or adjacent
?) the area bounded by Railroad Avenue, Carolyn Drive, .

'Ilverview Drive, and State Highway 24, Pittsburg, California,
Provided the branch is established within one year from the
date of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(Thp— letter to the Reserve Bank stated that the
also had approved a six-month extension

.Lthe period allowed to establish the branch;

iTg that if an extension should be requested,"e 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.

3,,°8.rd of Directors,
."Le Groos National Bank of San Antonio,
Ban Antonio, Texas.

Ge
ntlemen:

Item No. 5
11/14/63

ADORCIIII orriciAL COARCUPONOCNOC
TO THC BOARD

November 14, 1963

With reference to your request submitted through the
PedA-ral Reserve Bank of Dallas, the Board of Governors, acting
under the provisions of Section 19 of the Federal Reserve Act,
Z,4ts permission to The Groos National Bank of San Antonio to

b 411tain the same reserves against deposits as are required to
maintained by nonreserve city banks, effective with the first

4,14eekly reserve computation period beginning afte;' the date of
4Lds letter.

Your attention is called to the fact that such permissionis 13,1,wj,.
ect to revocation by the Board of Governors.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

11)!1°I rd of Directors,
(1!°Ples Trust and Savings Bank,

Bay, Wisconsin.

Gettiemen:

3962
Item No. 6
11/14/63

ADDRESS arriciAt. CORRESPONDENCE
TO THE BOARD

November 14, 1963

Boarrl The Federal Reserve Bank of Chicago has forwarded to the

the s' Of Governors your letter dated October 30, 1963, together with

tro2ccompanying resolution signifying your intention to withdraw
of 

1.t46

typembership in the Federal Reserve System and requesting waiver
six-months' notice of such withdrawal.

V4ive In accordance with your request, the Board of Governors

Elurro.s the requirement of six-months' notice of 
withdrawal. Upon

Ret14-huer to the Federal Reserve Bank of Chicago of the Federal
czkriLre Bank stock issued to your institution, such stock will be
prcw-Led and appropriate refund will be made thereon. Under the

ittlifIZI n oLection 208.10(c) of the Board's Regulation H, your

accomplish termination of its membership at any
vith,within eight months from the date the notice of intention to

aw from membership was given.

It is requested that the certificate of membership be returnedthe 
Pederal Reserve Bank of Chicago.

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, D. C. 20551

The Honorable Jesse P. Wolcott,
Director,
Federal Deposit Insurance Corporation,
Washington, D. C. 20429.

Dear Mr. Wolcott:

Item No. 7
104/63

ADDRESS OrrICIAL CORRESPONDENCE

TO THE BOARD

November 14, 1963

Reference is made to your letter of October 31,
1963, concerning the application of State Bank of Virginia,
Virginia, Minnesota, for continuance of deposlt insurance
after withdrawal from membership in the Federal Reserve
System.

No corrective programs that the Board of Governors
believes should be incorporated as conditions to the continuance
Of deposit insurance have been urged upon or agreed to by thebank.

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.

Item No. 8
104/63

Al:MRCSS OFFICIAL CONFICSPONOCHCC

TO THC BOARD

November 14, 1963

W. Gregory Smith,
fith, Axtell & Howell,
—4.Tbei_rican National Bank Building,

80riville 7, Florida.

1)eltr Mr. Smith:

This refers to your letter of October 30, 1963,
Dresprt+.
pai,l- Ing the question whether an extra day's interest may be

a time certificate of deposit which falls due on a day

--ared. by State law to be a legal holiday.

Dr Section 217.3(f) of Regulation 4%, to which you refer,

des that after the date of "maturity" of any time deposit

8ttla deposit is a demand deposit and no interest may be paid

reon for any period subsequent to the date of maturity.

The date on which an obligation is due and payable is,Or
8.terUrSel determined by the terms of the contract subject to

a! law, and in most jurisdictions an obligation 
falling due on

day'daY or a holiday comes due on the next succeeding business

',mat As far as the Board's Regulation Q is concerned, the

pecv itY" of a time certificate is the day it is legally due and

and the funds represented thereby do not become a demand

b,rjsit until after that date. Accordingly, where a certificate

148 jp terms falls due on a Sunday or a holiday and under State law

" and payable on the next succeeding business day, the Regula-

would not preclude payment of interest on the deposit until and

Uding the day on which it is so payable.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Item No. 9
11/14/63

ADDRESS orrociAL CORRESPONDENCE
TO THE BOARD

November 14, 1963

CONFIDENTIAL (FR)

Mr. C. J. Scanlon, President,
Federal Reserve Bank of Chicago,
Chicago, Illinois. 60690.

Dear Mr. Scanlon:

As requested in your recent letter, the Board of

Governors approves the payment of salaries by the Federal

Reserve Bank of Chicago to the Bank's Class B Electricians
e:t rates shown below which are above the maximum of the grade
ri Which the position is classified, effective ón the dates
indicated:

Title

Olass B Electrician

Annual Salary 

Effective Effective Effective

4/15/63 4/15/64 4/15/65 

$7,654.40 $7,862.40 $8,070.40

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS Item No. 10

OF THE 11/14/63

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 14, 1963

Mr. C. J. Scanlon,
President,
Federal Reserve Bank of Chicago,

Chicago, Illinois. 60690

Dear 14r. Scanlon:

The Board of Governors has reviewed the material

submitted with your letter of October 28, 1963, in con-

nection with the suitability of leasing space in the Reserve

Bank building to Walter E. Heller & Company, Inc. If your

Bank wishes to negotiate the rental of space to this

Company, the Board will interpose no objecti9n.

The Dun & Bradstreet Report marked for return
to the Credit Department, sent with your letter, is en- •

closed. The typed excerpt from the Dun & Bradstreet Report

is being retained for our files.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

Enclosure.'
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Item No. 11
11/14/63

ADDRESS orriciAL CORRESPONDENCE
TO THE BOARD

November 14, 1963

Mr. Atherton Bean,
FThederai Reserve Agent,
'ederal Reserve Bank of Minneapolis,
lanneapolis, Minnesota. 5544o.

Dear Mr. Bean:

Of Go As requested in your letter of October 25, 1963, the Board

vernors approves the appointment of Mrs. Betty Jean Lindstrom and

Robert J. Simkins as Federal Reserve Agent's Representatives at
t"' Helena Branch to succeed Messrs. William J. Bell and Leland W.

This approval is given with the understanding that Mrs.

Re 
Lindstrom and Mr. Simkins will be solely responsible to the Federal

of etrve Agent and the Board of Governors for the proper performance

ped heir duties, except that, during the absence or disability of the

?ral Reserve Agent or a vacancy in that office, their responsibility

Go be to the Asmistant Federal Reserve Agent and the Board ofVernors.

When not engaged in the performance of their duties asPede-
play "al Reserve Agent's Representatives, Mrs. Lindstrom and Mr. Simkins

Pre';th the approval of the Federal Reserve Agent and the Vice

lquent of the Helena Branch, perform such work for the Branch as
not be inconsistent with the duties as Federal Reserve Agent's

vresentatives.

It will be appreciated if,
Of ZYL Informed of the importance of
Oof .7  Staff of the Federal Reserve
th:ndePendence from the operations
'se responsibilities.

Mrs. Lindstrom and Mr. Simkins are

their responsibilities as members

Agent and the need for maintenance

of the Bank in the discharge of

It is noted from your letter that, upon the approval of the4pp 04
-altment of Mrs. Lindstrom and Mr. Simkins by the Board of Governors,
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the .
4,Y will execute the usual Oath of Office which will be forwarded to
'ne Board giving the effective dates of their appointments.

Very truly yours,

(signed) Merritt Sherman

Merritt Sherman,
Secretary.

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



3969
Item No. 12
11/14/63

UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C,

ill the 
hatter of the Application

1/ACII0VIA BANK. AND TRUST COMPANY

ePProval of merger withe tank of Randolph

of

ORDER APPROVING HERGER OF BANKS

There has come before the Board of

lierger Act of 1960 (12 U.S.C. 1328(c)),

tallk and 
Trust Company, Winston-Salem,

bank of the Federal Reserve
the 

zerger of that bank and

C41'151ina, 
under the charter

the 
merger, the sole office

the

-11 Of Wachovia Bank and Trust

North

Governors, pursuant to the

an application by Wachovia

Carolina, a State member

System, for the Board's prior approval of

The Bank of Randolph, Asheboro, North

and title of the former. As an incident

of

aPProved by the Board, has

The Bank of Randolph would become a

Company. Notice of the proposed merger,

been published pursuant to said Act.

UPon consideration of all relevant material in the light of

f̀ leto
-ts set forth in said Act, including reports furnished by the

ler of the Currency, the Federal Deposit Insurance Corporation,
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endth.
Department of Justice on the competitive factors involved in

the
prpposed merger,

114rd,

/T IS HEREBY ORDERED, for the reasons set forth in the

S 
Statement of this date, that said application be and hereby

lsspived, provided that said merger shall not be consummated

seven calendar days after the date of this Order or

(b) 1 ater than three months after said date.

Dated at Washington, D. C., this 14th day of November, 1S63.

BY order of the Board of Covern-)rs.

Voting for this action: Chairman Martin, and

Governors Balderston, Shepardson, and Mitchell.

Voting against this action: Governors Mills
and Robertson.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

(sktit)
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Item No. 13
11/14/63

BOARD OF GOVERNORS

OF THE

FEDEftAL RESERVE SYSTEM

APPLICATION BY WACHOVIA BANK AND TRUST COMPANY

FOR APPROVAL OF MERGER WITH

THE BANK OF RANDOLPH

STATEMENT

Wachovia Bank and Trust Company, Winston-Salem, North

Carol .
lna ("Wachovia"), with deposits of 074.6 million, has applied,

Pursuant to the Bank Merger Act of 1960 (12 U.S.C. 1023(c)), for the

to ,
ard s

Prior approval of the merger of that bank and The Bank of

Ilartd°113h, Asheboro, North Carolina ("Randolph"), with deposits of

194 millien-* The banks would merge under the charter and title of

Ilac11°11ia, which is a State-chartered member bank of the Federal
Res

SYstem. As an incident to the merger, the sole office of

Randolph would become a branch of Wachovia, increasing the number
o 

it8 Of from 82 to 83.

Under the law, the Board is required to consider, as to

the banks involved, (1)

e
pr --equacy of its capital structure, (3) its future earnings

c3sPeetSN
\-„/ the general character of its management, (5) whether

it

its financial history and condition,

Ch. 16
c°rPerat---e powers are consistent with the purposes of 12 U.S.C.,

(the Federal Deposit Insurance Act), (6) the convenience and

Paait 
figures are as of June 29, 1963.
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needs ef the communities to be served, and (7) the effect of the

"Elotion on competition (including any tendency toward monopoly).

lbe Board may not approve the transaction unless, after considering

all these 
factors, it finds the transaction to be in the public interest.

Banking factors. - The financial hLstory of both Wachovia

neolph is satisfactory. The general financial condition,

caPitel 
structure, and future earnings prospects of Wachovia also

are 
satisfactory.

Ithile the capital structure of Randolph is adequate for the

Prese
11̀  scale of its operations, and its net earnings are satisfactory

141
-ustracted from the remainder of the financial picture, gross

arid

earni
ngs are low, and the rate of net earnings has been maintained

mQ fl °IllY by
of a rigid control of expenses which has in turn starved

the bank's potential for growth.

One per cent interest is paid 5y Randolph on time and savings

tiePosit.
while its local competitor pays three per cent. The banking

(Natters of aandolph are woefully inadequate. Since no attempt has

beeti trl̀ lde to cultivate remunerative newer fields for lending in the

Q°111141nity, a
large proportion of the loan portfolio, already low in

to total assets and to total deposits, has consisted of

411er-Yielding participations purchased from correspondent banks. As

:suit of these and other policies, the bank's rate of deposit growth,

in the 1940's exceeded both the North Carolina average and that

the the. Asheboro bank, fell below the State average in the 1950's.

Sitic 1960, Randolph has had a two per cent decline in deposits.
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have

A management crisis, stemming from the same causes which

Produced the current financial picture, clouds the future of

Ratid°1P11. The Chaiman of the bank's Board of Directors, the dominant

figure in management throughout the more than sixty years of the bank's

e:istence, has been incapacitated by a serious illness, at the age of

4) that beset him after the application was filed. There is no indi-

cation that Randolph has ever attempted to provIde for management suc-

cession, and interests identified with the Chairran of the Board hold a

Nority of the bank's stock. With the capacity of this bloc to formu-

lenergetic decisions unavoidably suspended, the delay in resolving
tile 

r'lallageraent problem 'which would probably result from denial of the

441i"ti0n might well prolong indefinitely the present unsatisfactory
atato f 

ijfairs at Randolph.

llachovia has maintained a long, helpful correspondent

sh.p

Ike 
1 with Randolph. The resulting bank, which would be under

clequatc
caPital structurP, and favorable earnings prospects.

It does not appear that the corporate powers of the banks

c) llould be, inconsistent with 12 U.S.C., Ch. 16.

=212./21.12nce and needs of the communities. - The proposed

IllEger 
would have little effect in communities other than Asheboro.

'lly a 
State-wide banking system. Addition of a branch in one

hovia
cope tent management, would have a sound asset condition, an

Ilith 82 offices in 30 localities situated in 21 counties, is
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more
county would not add significantly to the ban"zing convenience

Or
n'eas of co unities 'Caere the present offices of Wachovic are

located.

Asheboro, with a 1950 population of over 10,000, is the

IltineiPal town as well as the seat of Randolph County, which is

Uated
vs.

at about the geographic center of the State. With a popula-

t on
-elcccedinc, 62,000, the county is part of the Piedmont area, the indus-

t17tal
anu agricul tural core of North Carolina. The main crops include

tobac__
corn, and wheat, and the principal industries are textiles

atIcl hosi,
-IT. Lumber products, shoe manufacturing,and furniture pro-

re growing in importance. General Electric has established

al
“peal plant to produce el.ectric blankets and heating pads, and Union

Call3ide h-s Opened a flashlight battery factory near Asheboro. Local

TriatillEactur4
ng payrolls are estimated at more than $15 nillion a year.

At the time the application was filed, five banks had

°ffices in Randolph County. Three ranged in size from two to ten

tliiii°11 dollars
of deposits. The fourth was the Scottish Bank, with

(8its of $42 million ,and a head office outside of the county, as

hI ET is the fifth, the First Union National Bank of North Carolina ("First

wilic,a is 
rapidly approaching $300 million in deposits. The

4c3tttsh Ba.A has since merged with First Union.

LI Asheboro there are two banks, Randolph and the First

'rlal Earth. of A-heboro ("First National"), which are almost equal

size.

Originally much smaller, First National has been overtaking
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41.41ph, having expanded its services and established two branches.

Rand°113h, by contrast, follows restrictive lending policies. It has

11') installment loan department and makes, for example, no installment

ic)ans on 
automobiles. The bank has shown no interest in attracting

Savings 
deposits or in expanding its services, but has confined itself

latgelY to serving business interests with which it has had a tradi-

ti°nal 
connection.

Wachovia plans, if the proposal is consummated, to build a

nl°dern
ouildinq for its Asheboro branch, and to offer a full range

Of fq,

e banking services which are appropriate for a growing community

()t th
6 -142 of the Randolph County seat. The lending limit of Wachovia

e teeed

s $6 million, while that of Randolph is $125,000. In addition,

via Plans to offer trust services at its Asheboro branch, for

Asheboro residents have had to go out of town.

Comp etition. - Relatively little competition, actual or

exit s between Wachovia and Randolph. Their nearest of-

fices 
are about twenty miles apart. Some Asheboro concerns, whose

i-tremen,s
I are in excess of the legal lending limit of the two

Asbeh°t° banks, maintain banking relationships with Wachovia or with

°thee large banks, and Wachovia has some trust business from the

Asheb°r° area.

Aside from Asheboro, the towns in Randolph County are

,
l'e&Y small, and the offices of First Union located in three

lese towns should have no difficulty in maintaining their
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e°mPetitive position relative to the Asheboro office of Wachovia.

Indeed
$ they may be expected to offer increased competition to the

tooro banks. The remaining bank, Bank of Coleridge, in Ramseur,

ti titles east of Asheboro, has deposits of $2 million, and serves

11“'41'1rilY local needs. It does not appear that this bank's customers

1°u1(1 be drawn to the Asheboro branch of Wachovia.

The chief competitive impact of the proposal, if effectuated,

%tad bC felt by First National. However, in view of the emergetic

6'7Zerlt of this bank and the development and expansion which
114401

ph County will probably continue to experience, it should be

4ble to
compete effectively with a branch in Asheboro of a large bank.

A more difficult question is presented by the extent of

Qg concentration in the State of North Carolina. As of March 13,

1963, 
t4
e 
- four largest baaks in the State held 56.4 per cent of total

4tPOsi

t8 in commercial banks. Wachovia, the largest, had 21.1 per cent

of the deposits and 10.4 per
Illere 

has been a marked trend
vious

ly 
independent

largest 
banks have

qtht counties of

b411t8 hold 86 per

Ilational Bank hasthe
lar

Accor:St bank yet represented in Randolph County, 16 per cent.

41Y, a proposal such as the present one must be scrutinized

banks, and

cent of the banking offices in the State.

in North Carolina toward merger of pre-

during the past ten years the State's four

acquired 34 other

the Piedmont

banks in this way. In the central

area, the State's three largest commercial

cent of total deposits. Of this total, North Carolina

35 per cent, Wachovia 32 per cent, and First Union,
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with 
particular care. Viewed redastically, however, denial of the

subject application could not be reasonably expected to do Eore

than temporarily preserve the independence of an institution which has

been
" losing its competitive force, and whose difficulties in reor-

ganizing itself might well be such that a more satisfactory solution

Iknid be indefinitely postponed to the public detriment.

Summar and conclusion. - While

8011nd banking institution, its management

111111aual 
circumstances,

'34t undue delay unless

48beboro requires the

4141ng any such delay

i4g 
services over much

the 
fierger of Randolph

divide the lion's share

ti°34) it appears to be a

Randolph is a financially

problem, complicated by

creates an impasse unlikely to be resolved with-

by the aid of a larger bank. The community of

services of two fully competitive banks, and

it would, in effect, be denied a choice of bank-

of the range appropriate to its needs.

into one of the three large

of banking in

feasible one

the

While

banks which already

area is not an ideal solu-

in the circumstances. The vigor

„ the Competing Asheboro bank should enable it to maintain its relative

v°8iti

ballk

in Randolph County should not be adverse.

For these reasons, the Board finds that the proposed merger

e in the public interest.

°n in a growing community, and the effect on the remaining small

b

14, 1963.
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Item No, 4
11/14/63

DISSENTING STATEMENT OF GOVERNORS MILLS AND ROBERTSON

Approval of the application by Wachovia Bank and Trust

Colva4y to werge The Bank of Randolph will extend the influence of the

larger 
bank in an industrial and agricultural area in which it is

already well entrenched. While other prominent North Carolina commer-

cial Lanking ol:ganizations are also represented in the same area, so

tIlat coa
suxmation of the proposed merger would not diminish banking

ceillPetition to any substantial extent, it would increase the concen-

tl'ation of
commercial banking resources there in the hands of a few

large 
branch banking institutions.

If therP is a need for the services which a branch of a large

e°uld provide in Asheboro, nothing in State law prevents Wachovia
or

any °• ther applicant from seeking permission to establish a de novo

the 
branch t• herc. By contrast, approval of the present application has

alri• l°st surgical effect of transferring a substantial portion of

the c°I• tillunitY's banking resources out of the hands of an independent

ballic) and into the control of the largest bank in the State. The

°E Randolph, with $9 million in deposits, may be small compared

te banks serving larger communities, but it is a relatively large

° in the setting of a community such as Asheboro. The result-

disproportion, when it is taken over by Wachovia, will leave the

aining independent bank in the community at a strong competitive

mis"vantage.

bank
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While the management problem of The Bank of Randolph carries

ght in favor of approval, this problem represents a situation that

should have been foreseen long ago and provided against. Mergers are

t the only SO.ution for management problems. We see nothing which

tnd& 
elates that community banking needs would suffer during the interim

hat
 
might be required to reach some sounder, long-range solution to

—.
problem.

For these reasons, we would disapprove the application.

be 14, 1963.
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UNITED STATES OF &ERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

----------------
14 the 

Metter of the Application of

FIRST 
COLORADO BANKSHARES, INC,,

Nr()ot 
approval of the acquisition of

shares of Security 
National

4t4c/ Denver, Colorado

alb
----------------

ORDER APPROVING APPLICATION UNDER

BANK HOLDING COMPANY ACT

BHC-69

There has come before the Board of Governors, pursuant
to se .

et"n 3(a)(2) of the Bank Holding Company Act of 1956 (12 USC

14a)
c and section 222.4(a)(2) of Federal Reserve Regulation Y

12CFR 222.4(a)(2)) an application on behalf of First Colorado

Barksh

ates, Inc., Englewood, Colorado, a registered bank holding
tottipan

Y, for the Board's approval of the acquisition of a minimum

Per cent of the voting shares of the Security National Bank,

3980
Item No, 15
11/14/63

°E 67

N4111
ers 

Colorado.

As required by section 3(b) of the Act, the Board notified
the

C°r'aPtroller of the Currency of receipt of

ested his views thereon.
O: 

the

The Comptroller

application. Notice of receipt of the

the application and

recommended approval

application was also
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given to the State Bank Commissioner of the State of Colorado. On

behalf
of the State Banking Board, the State Bank Commissioner re-

that a public hearing be conducted at which a representative
Of

the Banking Board might appear and present views on the applications.

Notice of receipt of the application was published in the

(1,1 i
-a4 Register on December 1/, 1962 (27 Federal Register 12233),

Ithich

by

(12

Provided an opportunity for submission of comments and views

Gardi
ng the application. Thereafter, a public hearing, ordered

the
uoard pursuant to section 292.7(a) of the Board's Regulation Y

222 7f-..( )), was held before a duly selected Hearing Examiner;

laa'sed findings of fact and conclusions of law were submitted by

Partiei
Patin6 parties; and the Hearing Examiner's Report and

itinended Decision was filed with the Board wherein approval of the

n Was recommended. Exceptions to the Hearing Examiner's

tt
anu Recommended Decision, with supporting brief, were filed

IlYpro
testi 8

?rote 
11 Banks, to which Applicant responded. Upon request of

th 
sting Banks, opposed by Applicant, oral argument was held before

t
°ard. All _,

or the aforementioned pleadings were received as partof
the r

eeerd and have been considered by the Board.

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

aros
Statement of this date, that said application be and hereby

al/kev..A
Provided that the acquisition so approved shall not be

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



3982

eons
"444 ed (a) within seven calendar days after the date of this

°Itler -r (b) later than three months after said date.

Dated at Washington, D. C., this 14th day of November, 1963.

BY order of the Board of Governors.

Voting for this action: Chairman Martin, and
Governors Balderston, Mills, Robertson,
Shepardson and M3.tchell.

(S gn d) Merritt Sherman

Merritt Sherman,
Secretary.
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Item No. 16
11/14/63

BOARD OF GOVERNMS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION OF FIRST COLORADO BAN(SHARES, INC.,
FOR APPROVAL OF THE ACQUISITION OF SHARES OF

SECURITY NATIONAL BANK, DENVER, COLORADO

STATEMENT

First Colorado Bankshares, Inc., Englewood, Colorado

("Bankshares', or "Applicant"), a registered bank holding company,

1148 Led pursuant to section 3(a)(2) of the Bank Holding Company

Aet°2 1956 ("the Act") for the Board's approval of the acquisition

°Inclt less than 67 per cent of the voting shares of the Security

IlaticItial Bank, Denver, Colorado ("Security National"), a proposed

1117bank at the time the application was filed and, as hereafter

tlii3eussed, opened for business on October 14, 1963.

Background. - Following the filing of the application

14/1'suant to requirement of the Act, views on the application

atki

Ikte r

equested of the Comptroller of the Currency. In reply, the

e()ItIPtrni .,
-'-1-er recommended approval of the proposed acquisition. Notice

ot tee

eiPt of the application was published in the Federal Register
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1)ecember 11, 1962, and. was transmitted in*writing to the State

knh Commissidner for the State of Colorado. On tlarch r4, 1963, follow-
ing e •ItPlration of the period allowed in the published notice for

re,
-.3-Pt of comments on Applicant's proposal, the Board ordered a

kthli_
k: hearing to be conducted in Denver before a Hearing Examiner

selected for this purpose by the U. S. Clvil Service Commission.

1114 hear4ng was not required by law, but was ordered pursuant to

sectio4 
)
a222.7,.
(  of the Board's Regulation Y (12 CFR 222.7) pro-

11114/ated under the Act, upon the Board's finding that such hearing

Ilnuld be in
Lhe public interest.

Nineteen Colorado-based banks requested participation in
the he

aring as parties. By prehearing order the Hearing Examiner

nation
- of Protesting Banks, they so participated in the hearing.

ent, Protesting Banks, and a representative of the Colorado
State t

1341ks
"ete additionally afforded the opportunity for cross-examination

1-tne8ses. Subsequent to the hearing, Applicant and Protesting

filed proposed findings of fact and conclusions of law, with

11111)()tting briefs and reply briefs.

siX Denver banksli as parties and, under the group desig-

aulcing Board presented evidence. Applicant and Protesting

etlk of),4at p Denver, Central Bank and Trust Company, Colorado State

'14q;Ziar!ntY Bank and Trust Company, Mountain States Bank, and
' City Bank.
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On August 16, 1963, the Hearing Examiner filed with the

toard L.
uls Report and Recommended Decision wherein he recommended

that the aPplication be approved. Following the filing of exceptions

t° the 
Report and Recommended Decision by Protesting Banks, to which

APPlicant filed a reply brief, the Board, upon request of Protesting

4114 and

Irlatter on

at the opposition of Applicant, held oral argument in this

September 20, 1963.

On the basis of the entire record, the formation of which has

4,en 0
utlined above, the matter is now before the Board for decision.

Views and recommendations of the Comptroller  of the Currency. -

48 tiotpd
-- earlier, the Comptroller of the Currency recommended approval

4PPlicati0n. He had previously granted his preliminary approval
Of

the

a 
charter for S

Applicant ts 
aequis

stated, in part:
11Qed to 

arShall as
4N 

Which has
111Q 

public

ktetitial, will be

ttoll

thQ

the

ecurity National. In recommending approval of

ition of the new national bank, the Comptroller

"Approval of the acquisition will acknowledge the

sets sufficient to the credit requirements of an

witnessed

interest,

remarkable population and commercial growth.

in the full realization of Denver's economic

served by sanctioning the proposal."

Statutory factors. - In acting upon this application the

required under section 3(a) of the Act to take into considera-

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

prospects; (3) the

Q}14t eter of their management; (4) the convenience, needs, and welfare

441icant and the bank concerned; (2) their
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Of the communities and area concerned; and (5) whether the effect of

the
P• roposed acquisition would be to expand the size or extent of the

balikholding company system involved beyond limits consistent with

adequate and sound banking, the public interest, and the preservation

Of cemPetition in the field of banking.

alla_pcial history, condition, and prospects of Applicant 

and 13• ank. - The Hearing Examiner concluded that Applicant's financial

hist°tY) though brief, is satisfactory, its condition sound, and its

ilt°sPects favorable. These conclusions were premised upon his stated

finditigs (1) as to the substantial population and economic growth that
has

c'ecurred since 1950 within the Denver Metropolitan Area, and

() t• he satisfactory history, growth rate, and present condition of

APPlicant's three subsidiary banks. These banks are all located within

the 13eaver Metropolitan Area, but in separated suburban communities

Or adjacent to the City of Denver, each bank in a different county.

lrst Nationa_

, 
i Bank of Englewood ("First of Englewood"), established

1.910 
is located in Englewood (Arapahoe County), a major suburb

4111)teQq4late17 seven miles south of Security National's location.
At heember 28,

2/
1962;— First of Englewood had total deposits of

tnillj
University Hills Bank, opened for business in

1956' is located in a residential section of Denver County,

:1111teltirnatelY seven miles from downtown Denver, and has deposits of

"PhoXimatelythe$9.5 million. Applicant's third subsidiary bank,

s Otherwise indicated, all banking data noted are as of this date.
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respect to Security National, the application submitted

stated that the bank would be located on the ground and

tae44fline floors of a new 30-story office building presently under con-

strtzetion in the heart of Denver's downtown business district, and was

ected to open

N:ojected by Applicant to

°Pet.ati°n) are estimated to be $8 million, $12

sliteeasively. On October 9, 1963, Applicant advise

lic3f c
hanges, both already effected

Pitall8 for 
Security National's opening

4eq

Ulsition of its shares. In brief,
tona

I would be opened for business

tjaeent to

e4qY date.

lha bank's capital of $1,575,000 was paid in full by essentially the

4t'eirldivIduals who

4d4t the hearing held

4at

Lakes.
lde National Bank, is located about six miles northwest of downtown

"er at Lakeside Center (Jefferson County), one of the Metropolitan

Atea's largest shcpping centers. Lakeside Bank began operations in 1959

and now has deposits of $6.4 million.
fins.ancini

‘4.L condition, and for the reasons given by the Hearing Examiner,

the B

tiori
Qard concurs in hic conclusion that the financial history, condi-

' and prospects of Applicant are satisfactory.

In
to the Board

In view of Applicant's present

for business near year-end 1963. The bank's deposits,

the end of each of its first three years of

million, and $16 million,

the Board in writ-

and then contemplated, in the

and in the plan of Applicant's

Applicant stated that Security

in temporary quarters immediately

the site of the office building under construction at an

The bank was opened for business on October 14, 1963.

were identified as subscribers both in the application

thereon. Applicant's revised plan for acquiring
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the .1_
'"ares of Security National now held by these individuals would

NI*
e the issuance by Applicant of a greater number of its voting

sha,_
'ea at a slightly increased value per share than o=iginally pro-

Posed) and a reduction in its originally proposed debt. The Board

concluded, and advised Applicant and Protesting Banks accordingly, that

the Changes

ktober 9 
communication

effected and

befor
e the Board for decision in this matter,

proposed by Applicant, as set

history.

AP
plicant's

deP°sita) loans,

:111c18 
reasonable

the 1/°atd Concludes

44ti8fattory

"(I that „s

4tiSf
aCto„.

ernent of_Lplicant and Bank. - Applicant's management

considered satisfactory.

°411c1 
financial

e4lcil 0f Which

APPliCant.

eetively,

did not affect materially the

forth in its

ultimate issues

tlat

At this date, Security National has no

However, on the

present

basis

meaningful operating

of the financial history and condition

subsidiary banks and the three-year projection

and earnings for Security National, which

in view of

that

financial

Prospects

the Board

the economic prosperity of tne Denver area,

Security National would

condition

for profitable

be maintained in

if acquired and operated by Applicant,

operations and growth are

This conclusion is substantiated by the

history and condition of Applicant's subsidiaries,

has had, generally, the same managerial direction as

Applicant's President and Executive Vice President are,

the Chairman of the Board and the President of Security

icnal. 
The latter is also President of Applicant's largest sub-

% First of Englewood. According to his testimony, he intends
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to re,. .
171c1117-sh a major portion of his executive responsibilities at

krst. n4 

t
r,

uglewood and devote himself principally to the duties of

Office with Security National. The foregoing plan of management

be effected regardless of the Board's action on this application.

1447ever,

Ileuld be

tion a
Tic') if necessary, by personnel obtained by Applicant from 

outside

its
System.

be

if the application is approved, Security National's 
management

further implemented by personnel from Applicant's organiza-

Accordingly, while it appears that Security 
National will

soundly managed whether this application is 
approved or

TI°t 3 the Board
finds reasonable the Hearing Examiner's conclusion 

that

Security National's "requesLed formal affiliation with Applicant 
would

capably and

' • greater flexibility of movement and direction with 
resultant

erle4ts to both institutions. Accordingly, the character of manage-

Merit °f both Applicant and the bank is

%royal of the application.

.(22mienience needs, and welfare of the cormunities and 
area

-
atid

rlost 
directly

Preksal.

te b
° 
considered

ct that the

Qffe.

such as to be consistent with

Denver's central business district is the 
area primarily

concerned with and to be affected by Applicant's

This is so

tut,

proposed

is likely

itIter

est, and the

not only in respect to the statutory factor now

as hereafter discussed, in respect also to the

increase of Applicant's bank holding company

to have on adequate and sound banking, the public

preservation of banking competition.
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Secuzity National's deAigaated primary service area, that

is, 4.he area from which Applicant es'Amates that at least 75 per cent

of the 
bank's IPC denos4 ts ("individuals, partnerships, and corpora-

tions") will originate, coincides closely to Denver's central business

clistrs.et. 
While Plotesting Banks offered evidence purporting to show

the,. ,
ecurity National's primary service area was in fact drawn too

Closet-
around the downtown business district, aid that more realistic-

a
ll it should be expanded to include more of the adjacent suburban

4Qas' the method of Applicant's determination of Security National's

11‘-'(Thable Primary service area establishes its reasonableness to the
toaros

sa
tisfaction.

The estimated population within Security National's primary
service

area) including employed persons, is approximately 70,000.

'41e1 are in that area, all within approximately one-half mile of

SQclit'itY National's site, ten banks with aggregate deposits in excess

"1'1 billionY In addition, six banks located outside Security

14Qtiozal

Primary service area appear to compete materially within
that 

area.
These banks, none of which is a subsidiary of Applicant,

4're 1
(°cated 

from one and one-half to approximately four miles from

SQQ4ritv
- National

3. 4
liat• reaftba lollai, et, aggregate deposit and loan data of banks in Security

s Primary service area will include such data of but nine6i9. • Tht,h .3, and -; 17th Street National Bank, Denver, was opened on April 22,

4-cn° Comparable deposit and loan data of that bank are avail-

enee to the number of banks in the area will include this

and have total deposits aggregating $/00 million.
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The population of the Denver Metropolitan Area now exceeds

1)000 Ann
)vUU, over 50 per cent of which is found in Denver. The Area's

13°P lat•ion growth mirrors an economic expansion, still in progress,

avide,-ced in Denver by extensive, large office building construction,

114business establishments, and a number of new apartment developments

b'Nering the downtown area.

3°'story building

office

tor411
Denver

It is noted that in addition to the

in which Security National will be located, at least

buildings of 20 stories or more have been erected in 
down-

within the past ten years. Denver can be accurately

Q114'aeterized as a principal focal point for the financial, industrial,

Q°111niercial activities of the State and of the Rocky Mountain area.

The Hearing Examiner concluded that not only was there no

slicIlirla that the Denver business district presently required banking

411i'eas additional to those now available, but that Denver's 
down-

t0141n 

area is

th,
now well served by existing banks. While the question

establishment of Security National is not before this 
Board,

tab
lishment having been earlier approved by the 

Comptroller,

tIIQQ is before the Board the question of whether there exists in

(14111t13144 Denver an unserved need for banking services which would be

111Qt bY aPproval of this application. The Board concurs in the Hearing

14rIlitlets conclusion that no such need has been shown. Consistent

14411 this conclusion,

tc)itit to the area concerned

tlietlt banking service.

Applicant itself identifies the benefit asserted

as being the availability of more
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The principal services that Applicant asserts Security

NEttio 
4a1 could provide more immediately and assuredly as a

subsidiary of Applicant are: investment counseling, auditing,

Pesc)ntlel recruitment and training, property appraisals, adver-

tising and business development, purchasing of supplies and

441-131rtetit, operations systems and research, and automated data

h°eessing. A majority of the services cited would be available

t() 44(1 through
Security National even if this application were

tc")e' denied. Admittedly, however, the subsidiary relationship

ilt°13(38Qd would provide a closer and more certain working re-

4tIcInsbiP among Applicant's subsidiaries than could reasonably
bQotherw se

i anticipated.

It will be primarily the estimated 3,000 occupants of

t4 blinding in which Security National will be located, and the

irldt'lliduals and businesses in that immediate vicinity, whose

41117'411"te will be served by Security National's operation,
NtielAict

more immediately and completely so, in the Board's judg-

bY Applicant's control of that operation.

Thus, the Board concurs in the Hearing Examiner's

"3n that the services discussed can be made available
tq

and economically to and through Security National
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44 subsidiary of Applicant than could otherwise be done. While

able 
to attribute to this result the quantum of benefit apparently

(Itep
-een by the Hearing Examiner, the Board does find that the in-

tren_
"ad convenience to the area concerned provides slight support

for
aPproval of the application.

Effect of pr000sed acquIsition on adequate and sound 

bank'
ublic interest.) and banking competition. - As earlier

Ilbted

diffflt e0Unty of the State and six to seven miles from Security

Ntt n
t1-4' s location. In view of their locations and considering

their sizes

and that of the newly established Security National,

%1 if the latter bank were to be wholly unaffiliated with

4411-cant's
present banks, competition between them would be

This conclusion is reached in the light of the addi-

ttclial fac:tetLver closethat Secutity National will be located in downtown

to the fiva largest banks in the State, and that

4‘12:(1118 c'the'' banks are located between Security National and

41411tent's pzessmt subsidiaries.

Withfai its prIlmary service area, Security National will

trin arially with 16 banks, 13 of wil!ch have total deposits

er than those projected for Security National at the end of

) each of Applicant's subsidiary banks is located in a

4N'et
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threeyears of operation ($16 million), and 13 of which have total

4a48 greater than those projected for Security National in the same

Peti°11 08.1 million) .4/ Six of the ten competing downtown Denver

444 have total deposits ranging from two to twenty-two times as

4eat es Security National's. Of the total deposits and total loans

ileta by banks located in the central business district, Applicant,

lir°4g1E1 ownership of Security National, would control 1.4 per cent of
StIch

de
"sits and 1.2 per cent of such loans. Based on dollar amount

c'ftotal
dePos4ts and total loans held, Security National ranks ninth44d t

erith, respectively, among the 11 banks located in Security
,

Primary service area.

At present, of the total deposits and total loans held by414 bar04.451
in the three-county area in which Applicant's subsidiaries

4eated, 
these subsidiary banks, combined, hold 3.6 and 3 per cent.

IllesePetcentages would be increased, respectively, by 1 per cent and

441 19 Per cent when Security National's total deposits and total loans

41'e illelLided. If Applicant is permitted to acquire Security National,

Applicant's 
subsidiaries would hold 4.3 per cent of the deposits of

411444 in the Denver Metropolitan Area and 2.8 per cent of such

411°41̀ts in the State.

Nti t41 de
otiai Posits and loans figures hereinafter attributed to Security

5/ 41-1 be those presented in Applicant's three-year projection.
As lased

herein, "all banks" refers to all insured banks.
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Applicant and Western Bancorporation, Los Angeles, California,

a e the only two registered bank holding companies controlling sub-

Y banks in the State of Colorado. However, the Board has recently

Proved the formation of a third bank holding company, Denver U. S.

Batic,
"rPoration, Inca, which will have its principal place of business

t4 De
"et and will control three banks, one located in Denver and one

each .
ln Littleton and Aurora. Its largest subsidiary will be Denver

iili
12.5

This bank and its principal Denver competitor, First

Natio, ,
-a& Bank, with total deposits of approximately $360 million, are

both 
ocated within two and one-half blocks of Security National. The

th e 
banks to be acquired by Denver U. S. Bancorporation hold in the

44ega te

States National Bank, Denver, with total deposits of 
approximately

approximately $339 million of deposits.

The following data reflect (1) the

s and total deposits, respectively,

clesi%nated that are controlled

DerNer U. S. Bancorporation,

)141411ed, and (2) th-,

te(1' by Applicant's
Nati

"allS designated
4nt.

-especttvely increased
the

percentages of the banking

of all banks in the areas

by Applicant, as presently constituted,

as proposed, and Western Bancorporation,

extent to which these percentages would be af-

acquisition of Security National: (a) in Security

primary service area, 22.2 per cent and 34.2 per

to 30 per cent and 35.1 per cent; (b) in

tY and County of Denver, 16.7 per cent and 31.8 per cent; respec-

Nnty
area where Applicant's present subsidiaries are located,

Per cent and 33.5 per cent; respectively increased to 25 per cent and

increased to 21.1 per cent and 32.7 per cent; (c) in the three-

Digitized for FRASER 
http://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis 



3996

-14-

24'2 Per cent; (d) in the Denver Metropolitan Area, 16.3 per cent and

30.9 
per cent; respectively increased to 18 per cent and 31.6 per

erit; and (e) in the State of Colorado, 5.2 per cent and 21.2 per
c eqt.
' respectively increased to 5.7 per cent and 21.8 per cent.

On the basis of the foregoing, and considering the facts

that 
Security National is newly established and will be in direct

ecITIlltiti°n with the largest banks in the State, and that none of

4Plicallt's present subsidiaries derives any substantial portion of

its to-a-
t i business from Denver's central business district, the Board

that approval of this application will not have an adverse

feet °n the adequacy and soundness of banking, nor on competition

of f.1,
Lue pertinent areas, and will be consistent with the preserva-

tio4

111Qtlt
ervices,

41Q 
at least in its early stages, than would otherwise be

Qase; that
114t Applicant would provide capital funds for Securityiorial 

Of such competition.

In so concluding, the Board has weighed with particular care

.ceitesting 
Banks' assertion that Applicant's ownership and operation

(leurity National would create unfair banking competition in that

°Illiership would enable Security National to pay less for manage-

through g use of a voluntary contribution; and that Security

would be enabled to provide services, through the instrumen-

t4lity of
the system, at a substantially lesser cost than could its
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c°n1Petitors.
Assuming, arguendo, that Applicant's control of Security

tatio nal would produce the results foreseen by P:otesting Banks, the

4ard
rejects as unfounded the assertion that such assistance con-

stitu„
"unfair" banking competition. Admittedly, the asserted ad-

vantag,
°-s represent economies of operation perhaps more likely to be

(3kIncl •
in a banking holding company system operation than in the opera-

40, 0
" f an independent bank or even several banks affiliated by common

0•41,1ership.

tha t 

either

However, the record in this case is void of any evidence

the Applicant or Western Bancorporation, the other bank

11(4ding company system now operating in the State, has used such

(Iperati°nal advantages in an unfair or predatory manner in relation
to co

InPetitors of their banking subsidiaries. In view of Applicant's

history, there is no basis for a conclusion that operational
ee,onomies

or other advantages that may be effected in respect to

SiecuritY National will constitute unfair or undue competition. Rather,

t is believed that operating under the direction and with the assist-
atice

Of APPlicant, Security National will constitute an additional,

441% 
competitive entry in the downtown Denver area.

Another reason given by Protesting Banks in opposing

411Drovni
-4' of this application is their asserted belief that such ap-

Nval

the 
give rise to efforts by other Colorado banks, particularly

-"er banks, to seek like holding company formations. The
80 
4rd ,
'ejects as a controlling adverse consideration the foregoing
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ic)ssibility and in doing so reaffirms its reasoning given in respect

to
the same contention in First Oklahoma Bancorporation, Inc.,

48 pprl

--* Res. Bull. 1608, 1616. The Board's reasoning there given,

"I‘c, was tbst approval by it of a given application does not

Q°11stitute a
Position of commitment to approval of any future appli-

Qa.t1
°1-1; rather, each application will be judged upon the pertinent

ra.ct Presented. Absent a drastic change from the present competitive

1:'1Qtue in Security National's primary service area, the least

erit
°r-ous assertion that could be made in support of formation of

°'11 e'cklitional Denver-centered holding company is that such formation
has be

en compelled, as a competitive measure, by Applicant's acquisi-
4 of

Security National.

A final contention to be considered is that urged on

Of the Colorado Banking Board that approval of Applicant's
Ar o

4atti

sal 
would be "repugnant" to Colorado's statutory prohibition

stl)ralleh banking. The Hearing Examiner concluded that such

terrerl'1°11 was without merit and 
supported this conclusion by

c(-'s to and extracts from Board Statements on the same point
pir

st °klahoma Bancorporation, Inc., supra, and The Matter of the

ttcrl

Pod..

Rec. Bull. 14, 16. The Board concurs in the Hearing Examiner'sc()I1

11 1°n that the existence of a State statutory prohibition

41rIst
/3-auch banking, as in Colorado, cannot be weighed as an adverse

r4tif3/1 by the PORYa in its exereise of judgment on an application

f Fflrmors rnd i.lech(71nics Trust Coucny, qiyrcss, Texas,
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bank holding company to acquire stock of a bank in that State.

The Bclard has considered the point briefed and argued orally by

Ote
-"ing Banks that the Board's position should be reconsidered

1/1 the
- -Light of a recent decision by the United States Court of Appeals

the District of Columbia in James J. Saxon, Comptroller of the 

v • Bank of New Orleans and Trust Company, et al.,  

P, 2a

ADPea.i„
affirmed the action of a District Court in enjoining the

e()MIDt olir
---er of the Currency from authorizing the opening of a new

natio

a.1)11)1,0

lied by this Board. The Comptroller's action, the Court held, was

t(410id

(len by a Louisiana statute prohibiting branch banking by State

) decided August 14, 1963. In that case, the Court of

rial bank, acquisition of which by a bank holding company had been

batiks

' arid made applicable to national banks by provisions of Federal

411.r t
The Court's ultimate decision was premised upon a specific

that, in its organization, financing, management, and

ti On 
the new national bank was to all intents and purposes a

r

8"ti011 3 of the Bank Holding Company Act both the reasoningatiti bola

ilag in the Bank of New Orleans case. Accordingly, it believes

earii
et Position in the Farmers and Mechanics Trust Company matterto

Of an existing national bank.

The Board finds inapplicable to its statutory functions

be eorl

a,i.,
----Lon in deciding the bank holding company application now

re

sistent with controlling law, and precedent for the Board's
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the B

.18—

Summary and conclusion. - For the reasons herein given,

°ard finds that the financial history and condition, prospects,

ezIci„L
Luaracter of management of Applicant and the bank concerned are

actory, and consistent with approval of the application. The
satisf

tiro;
s heretofore made regarding the convenience of the area

1138.11Y involved weigh toward approval of the application, although

Ilc)t
--.."-Lficantly. The Board finds that the increase in the size or

extent
Of Applicant's system resulting from the acquisition proposed

n
°t be inconsistent with adequate and sound banking, the public

st, or the preservation of banking competition. On the

rY, it is believed that banking competition in Denver may be

by consummation of the proposed acquisition.

To the extent that the findings and conclusions of the

Examiner are consistent with those contained herein, they
t)

4dc)T3ted• Protesting Banks' exceptions to the Hearing Examiner's

axia 
ecommended Decision have been fully considered and the

of

certain of those exceptions is reflected in the Board's

and conclusions. To the extent not so reflected, Protesting

ex
ceptions are denied.

the 
On the basis of all the relevant facts as contained in

- in Section 3(c) of the Act, it is the Board's judonent that

1)1'.143zed acquisition would be consistent with the public interest

11c1 th
at the application should therefore be approved.

ihtere

Q°11tra

befora the Board, and in the light of the factors set

r 14, 1963.
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CONCURRING STATEMENT OF GOVERNOR ROBERTSON Item No. 17
11/14/63

In my opinion, First Colorado Bankshares' proposal to

acquire 
Security National Bank does not contain the adverse conse-

quences 
that were, in my view, iaherent in the application of Denver

S. Bancorporation, Inc., to form a bank holding company, which ap-

Plication
the Board approved on November 7, 1963, and from which action

dissented.

Unlike the Denver U. S. Bancorporation proposal, the present

aPPlicatien does not involve entry into Denver of a new bank holding

Q°111ParlY sYstem, nor the acquisition of a large, well-established bank.

Ilatikshares is already in existence; in fact, it has operated in Colorado

()r two years.
Its three banks have combined total deposits of about

1$1,5 °n, an amount but one-sixth that of the total deposits held

-Ythe principal
bank 4n Denver U. S. Bancorporation's proposed system.

reas Ba
ncorporation's formation will cause the elimination of sub-

8t4IItial colapetirlm now existing among its proposed subsidiaries, no

ignificant competition exists among the banks here involved. I con-

stclet. adverse to approval even the slight increase in Applicant's control

() b"king resources, especially in view of the degree of concentration

n, °Iltt°1 in a relatively few institutions over the banking resources

-( both the
City and State. However, this adverse factor is outweighed,

11,1YjIldgment, by the fact that, under Applicant's control and direc-

*Itl, 
Security National will offer additional, vigorous banking compe-

tttieti in 
the downtown Denver area.

Accordingly, I concur in the Board's action in approving this

Nov
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Item No. 18
CONCURRING STATEMENT OF GOVERNOR MITCHELL 104/63

The real issue presented by this application is whether the

(4711er 8 of
7 the Security National Bank should be permitted the business

of having the bank operate as a part of First Colorado Bankshares'
cheic

sYstem.
Neither the competitive situation nor public convenience is

-aatlY affected since denial or approval will not alter the number

°r 41cat•-"n of banking offices in Denver, nor, in my judgment, either
th

effecti ve control or the management policies of the institution.
It seemS to me that the majority opinion's imputation of service and

liPetitive benefits arising from approval is strained and artificial.
It is, in my

Opinion, better not to thro-7 a mantle of public concern

tilet Matters
of purely private business advantage. If there be an issue

Qfpublic c oncern involved here, it is that in a free enterprise system,

b4rtkers, 
along with other businessmen, should have the right, when the

Public is not adversely affected, to choose that form of business organ-

tation 
h they think has the most promise for their investment

Bankers are guided by the profit motive, and in seeking

mi s of scale and an optimal allocation of bank resources they
qto

inte,„st.

not be constrained unless a significant present or potential

°II in competition or services to bank customers is involved.

°Qr 14, 1963.
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BOARD OF GOVERNORS

OF THE

cFEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Item No. 19
11/14/63

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

November 14, 1963.

Tells Honorable Charles D. Slay,
n°i114lissioner of Banking,
-ailenPort Building - Fifth Floor,
:13it°1 Avenue & Ottawa Street,

ng, Michigan.

bea'r Mr. Slay:

k3asibi
On October 30, 1963, you asked informally if it would be

by t, e to obtain copies of the competitive factors reports submitted
Department of Justice, Federal Deposit Insurance Corporation,

801/4;,the Cum- ptroller of the Currency in connection with the proposed con-

4144ticm of Old Kent Bank and Trust Company, Grand Rapids, Michigan,
-°rnmunity State Bank, Grandville, Michigan.

to , The Board has considered your request and will make availableyou co .
Ples of these reports when they are received from the reporting

'es Provided those agencies do not object.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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