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Minutes of the Board of Governors of the Federal Reserve System

O n Monday, June 15, 1964. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Mills, Acting Chairman
Mr. Robertson
Mr. Shepardson
Mr. Mitchell

Mr. Sherman, Secretary
Mr. Bakke, Assistant Secretary
Mr. Fauver, Assistant to the Board
Mr. Solomon, Director, Division of Examinations
Mr. Hexter, Assistant General Counsel
Mr. Hooff, Assistant General Counsel
Mr. Leavitt, Assistant Director, Division of

Examinations
Mr. Spencer, General Assistant, Office of the

Secretary
Mr. McClintock, Supervisory Review Examiner, Division

of Examinations

Circulated or distributed items. The following items, copies of

are attached to these minutes under the respective item numbers

indicated, were approved unanimously:

•;e•tter to Union Commerce Bank, Cleveland, Ohio,
flth regard to a question whether a proposed

of deposit contract would comply with the
--quirements of Regulation Q, Payment of Interest
°II DePosits.

,Ilterpretation with regard to a deposit contract
4J°viding for three months' maturity with option
8?. withdraw on 90 days' notice. (It was under-

0d that the interpretation would be published
the Federal Register and the Federal Reserve

Letta er to the Federal Reserve Bank of Chicago

Zr.°ving the payment of salary to the Bank's
ti:ule maintenance man at a specified rate for
-I4e spent in performing marble setter duties.

Item No.

1

2

3
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6/15/64 -2-

Report on competitive factors (Kalamazoo-Allegan, Michigan).

There had been distributed a draft of report to the Comptroller of the

Currency on the competitive factors involved in the proposed merger of

Allegan State Bank, Allegan, Michigan, into The First National Bank and

Trust Company of Kalamazoo, Kalamazoo, Michigan.

In discussion, certain changes in the conclusion were suggested

and agreed upon, following which the report was approved unanimously for

transmittal to the Comptroller. The conclusion read as follows:

Consummation of the proposed transaction would eliminate
an aggressive unit bank of not insignificant size and the

substantial competition now existing between the participating

banks. With branches in Allegan, Gables and Otsego, The First

National Bank and Trust Company of Kalamazoo would obtain a

dominant competitive advantage in that area. Therefore, the

proposed merger would have a significantly adverse effect on

banking competition.

Governor Mills noted that while he would defer to the sentiment

Of the Board in regard to the foregoing conclusion, it appeared to be

somewhat inconsistent with the views he had expressed at the Boord meeting

Oi June 12, 1964, during consideration of the report on competitive

factors in connection with the proposed merger of the Peoples-Farmers

National Bank, Mifflin, Pennsylvania, into the Russell National Bank of

LelCistown, Lewistown, Pennsylvania. He commented that in this case the

Q°11tinuing bank would have only 20 per cent of the offices and 25 per

Qent of the deposits in its service area, that the two banks involved

ere relatively self-sufficient, that smaller banks in the area seemed

to be serving their own communities well, and that there would continue
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to be a number of alternative sources of banking service in the area

following the proposed merger. Under these circumstances, Governor

Mills was inclined to believe that the proposal before the Board would

not lead to a detrimental competitive situation, in contrast with the

Peoples-Farmers National Bank-Russell National Bank merger. In his view,

that merger proposal presented definitely adverse competitive aspects,

inasmuch as active and direct competition between the two banks involved

would be eliminated, and the resulting bank would control almost 35 per

cent of the deposits in its service area, without offsetting benefits

to the communities served. Nevertheless, Governor Mills expressed his

lqllingness to accept the consensus of the Board in regard to the con-

elusion

in the report before it.

The meeting then adjourned.

Secretary's Note: Pursuant to the recom-
mendation contained in a memorandum dated
June 15, 1964, from Mr. Kelleher, Director
of the Division of Administrative Services,
Governor Shepardson today approved on behalf
of the Board the appointment of Josephine S.
Marcey as Substitute Telephone Operator in
that Division, on a contractual basis at the
rate of $1.75 per hour when working.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Charles A. Baker, Vice President

and Counsel,
Union Commerce Bank,
Euclid Avenue at East Ninth Street,

Cleveland 1, Ohio.

Dear Mr. Baker:

Item No. 1
6/15/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 16, 1964.

This refers to your letter of April 20, 1964, and

the Board's reply of May 13, 1964, regarding the question whether

a proposed form of deposit contract would comply with the require-

ments of the Federal Reserve Regulation Q.

The Board's reply was based on the assumption that, if

the depositor should give 90 days' notice of withdrawal during
any three-month period, such notice would be the equivalent of
an extension of the original maturity date and would supplant

that maturity - in other words, that the depositor would no longer

have the right to withdraw his funds at the maturity date originally

specified. It now appears that this assumption may not be correct

and that the intent of the deposit contract submitted may have

been otherwise.

In the circumstances, the Board has decided to issue a

general interpretation on this subject for the guidance of member

banks. A copy of the interpretation is enclosed for your
information.

Very truly yours,

(Signed ) Merritt Sherman

Merritt Sherman,
Secretary.

Enclosure



TITLE 12 - BANKS AND BANKING

CHAPTER II - FEDERAL RESERVE SYSTEM

SUBCHAPTER A - BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

[Reg. Q]

PART 217 - PAYMENT OF INTEREST ON DEPOSITS

Extension of Maturity

Item No. 2
6/15/64

S 217.136 Deposit contract providing for three months' maturity 

with option to withdraw on ninety days' notice.

(a) The Board of Governors has recently considered an inquiry

as to whether a deposit contract of the following nature complies with

this Part.

(b) The contract provides in effect that each deposit will

mature, months after deposit, except that the whole or any part of

the deposit may be withdrawn "before such maturity" at the expiration

c'f either 90 days' or 30 days' written notice; that any part not with-

drawn at maturity or pursuant to notice of withdrawal will be deemed to

be 
redeposited for an additional 3-month period dating from the end of

he
originl period, subject to the same terms and conditions; and that,

-°t withdrawn, the deposit will be similarly renewed for successive

month periods up to an aggregate period of 2 years. Interest would

be
Paid at a rate of 4 per cent (the maximum rate currently permitted

by
this Part in the case of time deposits maturing in 90 days or more),

exe 
ePt that, if withdrawn pursuant to 30 days' notice, the rate would

be 0._
"e per cent per annum (the maximum rate in the case of time deposits

niaturing in less than 90 days) from the beginning of the "renewal

Period,, in which the deposit is withdrawn.
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(c) Where a time deposit contract provides for payment on

4 specified Maturity date and also affords the depositor the alternative

of withdrawing the deposit pursuant to a notice of withdrawal, the two

Withdrawal privileges are incompatible if the depositor gives a notice

of withdrawal that would expire after the specified maturity date,

unless the giving of such notice is regarded as equivalent to an extension

of the specified maturity and as supplanting that maturity. In other

words, as applied to the form of deposit contract above described, if

the deposit is initially made on January 1 to mature on March 31 (that

133 after 90 days), and if on March 1 the depositor gives 90 days'

notice of withdrawal, so that the period of such notice would expire

after the original maturity date, the March 1 notice of withdrawal

would not be revocable but must be construed as extending the maturity

of the deposit from March 31 to May 29. Any other construction of such

4 contract would have the effect of permitting a member bank to agree to

Pay 
interest at a rate of 4 per cent on a deposit that could be withdrawn

With.n less than 90 days.

(12 U.S.C. 248(i). Interprets and applies 12 U.S.C. 371b and

461.)

Dated at Washington, D. C., this 15th day of June, 1964.

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C.20551

CONFIDENTIAL (FR) 

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

Dear Mr. Scanlon:

Item No. 3
6/15/64

ADDRESS OFFICIAL CORRESPONOIC

. TO. THE BOARD

June 15, 1964.

In accordance with the request contained in
your letter of June 2, 1964, the Board of Governors

approves the payment of salary by the Federal Reserve

Bank of Chicago to the incumbent of the position Marble

Maintenance Man at the rate of $4.80 per hour for time

Spent performing Marble Setter duties, effective June 1,

1964.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.


