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Minutes of the Board of Governors of the Federal Reserve

System on Wednesday, February 17, 1965. The Board met in the Board

Room at 9:30 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Robertson
Mr. Shepardson
Mr. Mitchell

Mr. Sherman, Secretary

Mr. Kenyon, Assistant Secretary

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Hackley, General Counsel

Mr. Brill, Director, Division of Research

and Statistics

Mr. Solomon, Director, Division of Examinations

Mr. Johnson, Director, Division of Personnel

Administration

Mr. Shay, Assistant General Counsel

Mr. Goodman, Assistant Director, Division of

Examinations

Mr. Leavitt, Assistant Director, Division of

Examinations

Mrs. Semia, Technical Assistant, Office of

the Secretary

Mr. Young, Senior Attorney, Legal Division

Messrs. Egertson and McClintock, Supervisory
Review Examiners, Division of Examinations

Mr. Achor, Review Examiner, Division of

Examinations

Discount rates. The establishment without change by the

Federal Reserve Bank of Boston on February 15, 1965, of the rates on

discounts and advances in its existing schedule was approved unanimously,

Vith the understanding that appropriate advice would be sent to that

Bank ,

Circulated or distributed items. The following items, copies

°f which are attached to these minutes under the respective item numbers

indicated, were approved unanimously:
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Letter to Schuylkill Haven Trust Company,

Schuylkill Haven, Pennsylvania, approving the

establishment of a branch in North Manheim

Township.

Letter to The Union Commerce Bank, Cleveland,
Ohio, approving the establishment of a branch in
the Rockport Shopping Center, Rocky River.

Letter to Chesterton State Bank, Chesterton,

Indiana, approving the establishment of a branch
in South Haven.

Letters to The Continental Bank and Trust Company,
Salt Lake City, Utah, approving the establishment
Of branches near 70th South and 20th East and near

4100 South Redwood Road, both in Salt Lake County.

Letter to Virgin Islands National Bank, Charlotte

Amalie, St. Thomas, Virgin Islands, granting per-

Mission to establish a branch on the island of
Virgin Gorda, British Virgin Islands.

Letter to Potomac Valley Bank, Petersburg, West

Virginia, approving an investment in bank premises.

Letter to Winnetka Trust and Savings Bank, Winnetka,

Illinois, approving an investment in bank premises.

gram.

Item No.

1

2

3

4-5

6

7

8

Antitrust immunity in connection with balance of payments pro-

There had been distributed a memorandum dated February 15, 1965,

from the Legal Division attaching a draft of bill "To facilitate a pro-

gram of voluntary cooperation by financial institutions to assist in

improving the balance of payments position of the United States." The

bill would provide antitrust immunity for voluntary agreements and pro-

grams approved in connection with the program initiated pursuant to the
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President's recent message to the Congress regarding the U. S. balance

of payments. In essence, the bill would provide that the President

might request banks and other financial organizations to formulate

agreements and programs to safeguard the U. S. balance of payments

Position; that the President might approve such voluntary agreements

or programs, approval by other persons being allowed only after a

finding by the Attorney General that any detriment to competition

lias outweighed by the benefits of the agreement or program; that no

act occurring in the negotiation or exercise of such an agreement

or program should be construed to be within the prohibition of the

antitrust laws or of the Federal Trade Commission Act; and that the

President might delegate the authority granted him under the draft

bill to officials appointed by the President with the advice and

consent of the Senate. The Attorney General would retain the right

to review any approved program or agreement and could withdraw or

suspend such approval in his judgment. The proposed act and all

authority thereunder would terminate on December 31, 1967, or on

such prior date as the President might find that the authority con-

ferred by the act was no longer necessary.

The draft bill reflected the work of the staffs of the Board,

the Treasury Department, and the Antitrust Division of the Department

°f Justice. Because of time pressure, it was suggested that the

Board authorize the staff to advise the Bureau of the Budget informally

that the Board would favor enactment of the bill.
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After background comments by Mr. Shay, members of the Board

asked various questions, to which the staff responded, concerning

the effect of the proposed legislation. Mr. Hackley commented on

the distinction between agreements and programs such as envisaged

by the draft bill and the program under which banks and nonbank

financial institutions were being asked individually to limit credits

to foreigners that were not for the purpose of financing exports of

U. S. goods and services. There was no objection by the Department

of Justice to such calls upon individual institutions. Conceivably,

lt might not be necessary to proceed to the further step of agreements

and programs such as the draft bill contemplated. If it should be

necessary or desirable, however, the immunity from antitrust laws

that the draft bill would provide would be brought into operation.

The staff was authorized to advise the Bureau of the Budget

that the Board would favor enactment of the draft bill.

Secretary's Note: Mr. Hackley so

informed the Bureau by telephone.

Mr. Brill then withdrew from the meeting.

Examination report (Grace National Bank). In a distributed

Memorandum of February 16, 1965, Mr. Solomon indicated that Mr. Wille,

New York Superintendent of Banks, had asked to see the report of

eXamination of Grace National Bank, New York, New York, in order to

obtain information bearing upon the application, now before Superin-

tendent Wile, for the merger of Grace National into Marine Midland
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Trust Company, also of New York City. Grace National had asked per-

mission from the Comptroller of the Currency to make the report

available, but the Comptroller had refused. Superintendent Wille

then had indicated to the New York Reserve Bank that it would serve

his purpose if one of his examiners could review the report at the

Reserve B. The Reserve Bank had asked whether the report (which

lois said to contain no adverse information) should be made available

iJ1 that way.

Discussion disclosed a consensus that, in the light of the

refusal by the Comptroller to allow access to the report of examination,

it would not be appropriate for the Reserve Bank to make the report

available to Superintendent Wille. It was understood that the staff

Would convey this view informally to the Federal Reserve Bank of New

York, with the request that it be made clear to Mr. Wille that the

Board's position did not in any sense indicate an unwillingness to

cooperate with him, but rather was based upon observance of the con-

of confidentiality imposed by the Comptroller in making reports

or examination of national banks available to the Federal Reserve.

Messrs. Molony and Goodman then withdrew from the meeting.

Application of Kingston Trust Company. A memorandum from

the Division of Examinations dated February 11, 1965, and other per-

tinent papers had been distributed in connection with an application

by Kingston Trust Company, Kingston, New York, for permission to merge
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with The First National Bank of Marlboro, Marlboro, New York. The

Division's recommendation was favorable.

Mr. Egertson summarized the circumstances involved in the

application, after which he and other members of the staff responded

to various questions asked by members of the Board.

The application was approved unanimously, with the under-

standing that an order and statement reflecting this decision would

be drafted for the Board's consideration.

Messrs. Shay, Young, Egertson, McClintock, and Achor then

Withdrew from the meeting.

Involuntary separations from service (Item No. 9). There

had been circulated a draft of letter that would inform the Federal

Reserve Bank Presidents of the Board's thinking as to the handling

Of cases, in which alcoholism was a factor, of involuntary separation

fl'om service under the provisions of section 3, subdivision 2(b), of

the Rules and Regulations of the Retirement System of the Federal

Reserve Banks. The draft letter had been prepared pursuant to the

understanding following discussion of such a case by the Board on

November 18, 1964.

In response to a question, Mr. Johnson noted that the Board's

outstanding letter (S-1592, dated June 7, 1956, F.R.L.S. 9152) asked

the Reserve Banks to submit to the Board any cases of involuntary

8eParation from service when there was doubt as to the proper handling.
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Pursuant to that instruction an alcoholism case at a Federal Reserve

Bank branch was submitted in 1957 in which the Board took the position

that misconduct was involved. In regard to the case considered in

November 1964, the Board had taken the position that alcoholism, per se,

did not constitute misconduct, although attendant circumstances might

of themselves and apart from the factor of alcoholism constitute mis-

conduct. This position reflected the shift in medical opinion in

recent years toward regarding alcoholism primarily as a disease.

The letter was approved unanimously. A copy is attached

Item No. 9.

The meeting then adjourned.

a.s

Secretary's Note: Governor Shepardson today

approved on behalf of the Board the following

items;

Letter to the Federal Reserve Bank of Cleveland (attached Item No. 10)

aPproving the designation of Charles A. Cerino, Douglas Seipelt, and
George B. Vernon as special assistant examiners.

Letter to the Federal Reserve Bank of Richmond (attached Item No. 11)

aPproving the designation of Charles S. Gray and David A. Savedge as

special assistant examiners.

Secretary



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Schuylkill Haven Trust Company,
Schuylkill Haven, Pennsylvania.

Gentlemen:

r r-
, )

Item No. 1
2/17/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE !BOARD

February 17, 1965.

The Board of Governors of the Federal
Reserve System approves the establishment of a
branch by Schuylkill Haven Trust Company at the
intersection of Prince Street and Pennsylvania
Highway Route #61, in North Manheim Township,
Schuylkill County, Pennsylvania, 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.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
The Union Commerce Bank,
Cleveland, Ohio.

Gentlemen:

Item No. 2
2/17/65

ACIORESS OFFICIAL CORRESPONDENCe

TO THE BOAR°

February 171 1965.

The Board of Governors of the Federal Reserve
System approves the establishment by The Union Commerce
Bank, Cleveland, Ohio, of a branch in the Rockport
Shopping Center, located in the vicinity of the inter-
section of Center Ridge Road and Wooster Road, Rocky
River., Ohio, 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 all  owed 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-1646), should be followed.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Chesterton State Bank,
Chesterton, Indiana.

Gentlemen:

r

Item No. 3
2/17/65

ADDRESS OrFICIAL CORRESPONDENCE

TO TNE BOARD

February 17, 1965.

The Board of Governors of the Federal
Reserve System approves the establishment by
Chesterton State Bank, Chesterton, Indiana, of a
branch to be located approximately 750 feet east
of the intersection of McCool Road and U. S. High-
way 6 in the unincorporated community of South
Haven, Portage Township, Porter County, Indiana,
provided the branch is established within six
months 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.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
The Continental Bank and Trust Company,

Salt Lake City, Utah.

Gentlemen:

Item No. 4
2/17/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE El OAR 0

February 17, 1965.

The Board of Governors of the Federal Reserve

System approves the establishment by The Continental Bank

and Trust Company, Salt Lake City, Utah, of a branch in

the vicinity of the intersection of 70th South and 20th

East in an unincorporated area of Salt Lake County, Utah,

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.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
The Continental Bank and Trust Company,

Salt Lake City, Utah.

Gentlemen:

Item No. 5
2/17/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 17, 1965.

The Board of Governors of the Federal Reserve

System approves the establishment by The Continental Bank .

and Trust Company, Salt Lake City, Utah, of a branch in

the vicinity of 4100 South Redwood Road in an unincorporated

area of Salt Lake County, Utah, 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 th
e

Board also had approved a six-month extension

of the period allowed to establish the branc
h;

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.)



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. D. Victor Bornn, President,
Virgin Islands National Bank,
Charlotte Amalie, St. Thomas,
Virgin Islands.

Item No. 6
2/17/65

ADDRESS arrictAt. CORRESPONDENCE

TO THE BOARD

. February 18, 1965.

Dear Mr. Bornn:

Reference is made to your letter of January 22, 1965,
addressed to Mr. Howard D. Crosse, Vice President of the Federal
Reserve Bank of New York, regarding the establishment by your
bank on January 11, 1964, of banking service one day a week on
the island of Virgin Gorda, British Virgin Islands. You stated
that the office was established to service the people of the
island for four hours every Saturday morning and that the service
is operated by the staff of your branch in Road Town, Tortola,
British Virgin Islands.

It is noted that it was your intention to apply to the
Board of Governors for permission to establish the branch, but that,
through inadvertence, you failed to notify the Board of Governors
as permitted by Section 213.3 of Regulation M which provides, in part:

H. . . If a national bank has established a branch in a
foreign country, it may, unless otherwise advised by the

Board, establish other branches in that country after
thirty days' notice to the Board with respect to each
such branch."

On the basis of the information furnished in your letter,
the Board of Governors of the Federal Reserve System grants its
Permission to Virgin Islands National Bank, Charlotte Amalie,
St. Thomas, Virgin Islands, pursuant to the provisions of Section 25
of the Federal Reserve Act, to establish .a branch on the island of
Virgin Gorda, British Virgin Islands, and to operate and maintain
such branch subject to the provisions of such Section and of
Regulation M.
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Mr, D. Victor Bornn

It is is requested that you inform the Board of Governors in
the event that the limited activities of the branch should be expanded

to full-time operations. Please inform the Board of Governors,

through the Federal Reserve Bank of New York, as to the exact loca-

tion and mailing address of the branch.

Although the Virgin Gorda branch is now limited in its

operations, attention is called to the following requirements in

paragraph 8 of Section 25 of the Federal Reserve Act with respect

to accounts of foreign branches:

"Every such national banking association shall conduct the

accounts of each foreign branch independently of the

accounts of other foreign branches established by it and

of its home office, and shall at the end of each fiscal

period transfer to its general ledger the profit or loss
accrued at each branch as a separate item."

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Potomac Valley Bank,
Petersburg, West Virginia.

Gentlemen:

,)
Item No. 7
2/17/65

ADDRESS arricIAL CORRESPONDENCE

TO THE BOARD

February 17, 1965.

The Board of Governors of the Federal

Reserve System approves, under the provisions of

section 24A of the Federal Reserve Act, an invest-

ment of not to exceed $112,000 in bank premises

by Potomac Valley Bank, Petersburg, West Virginia,

for the remodeling and expansion of the bank's

main office. The $112,000 includes $13,700 which

has already been spent on the project.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Board of Directors,
Winnetka Trust and Savings Bank,
Winnetka, Illinois,

Gentlemen:

9 3
Item No. 8
2/17/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 17, 1965.

Pursuant to the provisions of Section 24A of

the Federal Reserve Act the Board of Governors of the

Federal Reserve System approves an investment in bank

Premises of not to exceed $1000000 by Winnetka Trust and

Savings Bank for the completion of its new bank building.

This amount is in addition to the $465,000 previously

approved by the Board for construction of the new bank

building.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Dear Sir:

Item No. 9

117‘65
144

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

February 17, 1965.

The Board recently reviewed a case of involuntary termina-

tion of service involving alcoholism, brought to the Board's

attention by a Federal Reserve Bank in accordance with the Board's

letter of June 7, 1956 (S-1592) referring to the benefits of Section 3,

Subdivision 2(b), of the Rules and Regulations of the Retirement

System of the Federal Reserve Banks. Letter S-1592 requested that

any doubtful cases under the terms of this Section of the Rules and

Regulations be brought to the Board's attention for its views as to

whether dishonesty, misconduct, or insubordination was involved.

The position taken by the Board in this case was that
alcoholism, per se, should not be considered "misconduct" as the

term is construed under the provisions of the Rules and Regulations

of the Retirement System. This viewpoint recognizes the consensus

of the medical profession that alcoholism is basically a disease.

On the other hand, it is possible that attendant circumstances could

constitute "misconduct" in a specific case in which alcoholism is

also a factor. In the absence of such circumstances, however, it

is the Board's view that the System should be as consistent as

Possible in considering alcoholism, per se, as a disease.

The Board assumes, of course, that in considering such

cases, a Reserve Bank will give the employee sufficient opportunity

for rehabilitation prior to considering involuntary separation.

Very truly yours

I__01,1 et/jr-N

Merritt Sherman,
Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Mr. Harry W. Huning, Vice President,
Federal Reserve Bank of Cleveland,
Cleveland, Ohio. 44101

Dear Mr. Huning:

Item No. 10
2/17/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE eoARo

Februaly 17 1965.

In accordance with the request contained in
your letter of February 11, 1965, the Board approves
the designation of Charles A. Cerino, Douglas Seipelt
and George B. Vernon as special assistant examiners
for the Federal Reserve Bank of Cleveland for the
purpose of participating in examinations of State
member banks.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. John L. Nosker, Vice President,

Federal Reserve Bank of Richmond,

Richmond, Virginia. 23213

Dear Mr. Nosker:

Item No. 11
2/17/65

ADDRESS OPFICIAL CORRESPONDENCE

TO THE BOARD

February 17, 1965.

In accordance with the request contained in your

letter of February 12, 1965, the Board approves the desig-

nation of Charles S. Gray as a special assistant examiner

for the Federal Reserve Bank of Richmond for the purpose of

participating in examinations of State member banks.

The Board also approves the designation of David A.

Savedge as a special assistant examiner for your bank for

the purpose of participating in examinations of State member

banks except Southern Bank and Trust Company, Richmond,

Virginia.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.


