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Minutes of the Board of Governors of the Federal Reserve

System on Thursday, September 9, 1965. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman

Mr. Robertson

Mr. Shepardson

Mr. Daane

Mr. Maisel

Mr. Kenyon, Assistant Secretary

Mr. Noyes, Adviser to the Board

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Brill, Director, Division of Research

and Statistics

Mr. Solomon, Director, Division of

Examinations

Messrs. Hexter, O'Connell, Shay, and Hooff,

Assistant General Counsel

Messrs. Holland and Koch, Associate Directors

Division of Research and Statistics

Mr. Partee, Adviser, Division of Research

and Statistics

Mr. Dembitz, Associate Adviser, Division of

Research and Statistics

Mr. Leavitt, Assistant Director, Division of

Examinations

Mr. Sprecher, Assistant Director, Division of

Personnel Administration

Messrs. Forrestal and Sanders, Senior Attorneys,

Legal Division

Mr. Eckert, Chief, Banking Section, Division of

Research and Statistics

Mr. Shull, Senior Economist, Division of

Research and Statistics

Mr. Egertson, Supervisory Review Examiner,

Division of Examinations

Mr. Lyon, Review Examiner, Division of Examinations

Circulated items. The following items, copies of which are

attached to these minutes under the respective item numbers indicated

were approved unanimously:
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Letter to Hempstead Bank, Hempstead, New York,

approving the establishment of a branch at
170 old Country Road, Mineola, branch operations
at 72 East Old Country Road to be discontinued

simultaneously with the opening of the new branch.

Letter to Northern Central Bank and Trust Company,

Williamsport, Pennsylvania, approving (1) the

establishment of a branch at 405 River Avenue,

Loyalsock Township, and (2) an investment in bank

premises.

Letter to Industrial State Bank of Kalamazoo,

Kalamazoo, Michigan, approving the establishment of
a branch at 2706 West Michigan Avenue.

Letter to the Federal Deposit Insurance Corporation

regarding the application of Coast Bank, Long Beach,

California, for continuation of deposit insurance

after withdrawal from membership in the Federal

Reserve System.

Letter to First Western State Bank of Minot, Minot,

North Dakota, waiving the requirement of six months'

notice of withdrawal from membership in the Federal

Reserve System.

Letter to the Federal Reserve Bank of Atlanta

approving the appointment of Warren A. Seeley, Jr.,
as Federal Reserve Agent's Representative at the

Nashville Branch.

,„.

Item No.

1

2

3

4

5

6

Reports on competitive factors. Unanimous approval was given

to the transmittal to the Federal Deposit Insurance Corporation of a

report on the competitive factors involved in the proposed merger of

American Bank and Trust Co. of Pa., Reading, Pennsylvania, with The

First National Bank of Coaldale, Coaldale, Pennsylvania. The conclusion

of the report read as follows:
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There is little, if any, competition between American

Bank and Trust Co. of Pa., Reading, Pennsylvania, and The

First National Bank of Coaldale, Coaldale, Pennsylvania.
Consuumotion of the proposed merger would expand the geo-

graphical coverage of the largest bank in the areas involved

in this proposal. It would also alter the present competitive

situation in the area around Coaldale by replacing a small

unit bank with a branch of a bank much larger than any now

operating in the Coaldale area.

Unanimous approval also was given to the transmittal to the

Federal Deposit Insurance Corporation of a report on the competitive

factors involved in the proposed merger of Citizens' Bank of Albany,

Albany, Oregon, with Bank of Lebanon, Lebanon, Oregon. The conclusion,

Which reflected adoption of a suggestion by Governor Maisel, read as

follows:

The proposed merger of Citizens' Bank of Albany with

Bank of Lebanon would eliminate the competition existing

between the participating banks, but the resulting bank

would be in competition with the two large banks which

dominate banking in Oregon.

Messrs. Sprecher and Egertson then withdrew from the meeting.

Navajo Bancorporation (Items 7 and 8). There had been distributed

a memorandum from the Legal Division dated September 3, 1965, discussing

several questions, principally under the Bank Holding Company Act of

1956, that had arisen in connection with certain actions by Navajo

Bancorporation, Inc., Phoenix, Arizona, commencing in late 1963. The

Principal issues presented for consideration were as follows:

(1) Bancorporation's acquisition, without prior Board

approval, of controlling interest in Valley State

Bank, Lamar, Colorado, at a time when Bancorpora-

tion owned controlling interest in The First Navajo

National Bank, Holbrook, Arizona;
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(2) Bancorporation's acquisition, after becoming a bank

holding company, of more than 5 per cent, but less

than 25 per cent, of the voting stock of Bank of

Tucson, Tucson, Arizona;

(3) Bancorporation's failure to register as a bank

holding company;

(4) Bancorporation's proposed nonbanking business

activity;

(5) Bancorporation's pending request for a section 301

determination;

(6) Referral to the Department of Justice of the matters

involving apparent violations of law.

The memorandum, which discussed at some length the background

of the foregoing issues and the most recent developments that had occurred,

recommended actions on the part of the Board that it was believed would

be appropriate. Submitted with the memorandum was a draft of letter to

counsel for Navajo Bancorporation reflecting such recommendations. Also

submitted was a draft of letter to the Department of Justice bringing

the matters to the attention of the Department but indicating that no

action on the part of the Department with respect thereto was recommended

at this time.

The memorandum also pointed out that there had been received

from the General Counsel of the Navajo Tribe of Indians a letter expressing

concurrence in action along the lines recommended in the memorandum and

stating the belief that such action would be in the best interests of

the Navajo Tribe. It was recommended that the Board's staff be authorized

to apprise the Bureau of Indian Affairs informally of the Board's action.
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Following a recitation by Mr. O'Connell concerning the matters

covered in the memorandum, members of the Board expressed general

agreement with the proposals contained therein, the only exception

being as follows: Governor Robertson noted that in 1964 Navajo

Bancorporation had filed a request that the Board determine that it

was not engaged, directly or indirectly, as a business in holding the

stock of or managing or controlling banks. The Legal Division recom-

mended advising Bancorporation that in view of its present status as

a bank holding company the Board had denied the request for determina-

tion, but that upon receipt from Bancorporation of written assurance

that divestment of stock of Valley State Bank, Lamar, Colorado, had

been accomplished, Bancorporation could again request a determination.

Governor Robertson suggested deleting from the letter to Bancorporation

the suggestion about filing a new application. He expressed the thought

that Bancorporation no doubt was aware that it could come in with a

new request for a determination at the appropriate time if it so desired.

There was agreement with Governor Robertson's suggestion.

There followed further discussion of the various transactions

described in the memorandum and of the current status of the situation,

along with the apparent effect of the activities of Navajo Bancorporation

in relation to the interests of the Navajo Tribe of Indians.

Unanimous approval then was given to the letter to counsel for

Navajo Bancorporation in a form reflecting Governor Robertson's suggestion
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(a copy is attached as Item No. 7) and to the letter to the Department

of Justice (a copy is attached as Item No. 8), with the understanding

that copies of the letter to counsel for Navajo Bancorporation would

be sent to the Federal Reserve Banks of Kansas City and San Francisco.

Mr. Lyon then withdrew from the meeting.

Eligibility of consumer loans and finance company paper (Item 

A221. There had been distributed a memorandum from the Legal Division

dated August 31, 1965, submitting a proposed interpretation on the

eligibility of consumer loans and finance company paper for discount

With the Federal Reserve Banks pursuant to section 13 of the Federal

Reserve Act and the Board's Regulation A, Advances and Discounts by

Federal Reserve Banks. The suggested interpretation would reiterate

the Board's opinion that borrowing for the purpose of purchasing goods

was borrowing for a commercial purpose, whether the borrower intended

to use the goods himself or to resell them. It would also provide that

if there was any question as to whether the proceeds of a note of a

finance company had been or were to be used for an eligible purpose, a

financial statement of the finance company reflecting an excess of notes

receivable individually eligible for rediscount over total current lia-

bilities could be taken as an indication of eligibility.

In 1964 the Conference of Presidents had been advised by the

loan officers of the Federal Reserve Banks that there was an apparent

lack of uniformity accorded finance paper at the discount windows of
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the various Reserve Banks. As a result of this report, the Conference

named an ad hoc subcommittee to investigate the possibility of a uniform

approach to the problem, and also to explore other areas where uniformity

would appear to be desirable. The ad hoc subcommittee's recommendation

was that a new interpretation be published by the Board supplementing

two interpretations on this subject issued by the Board in 1937 and 1938.

It was a further recommendation of the subcommittee that such an inter-

pretation be quantitative to the extent that it would provide a ratio for

the guidance of Reserve Banks in discounting finance company paper.

The report and recommendation of the subcommittee were accepted

by the Conference of Presidents at its meeting on June 14, 1965, and the

Conference requested the Board of Governors to issue a clarifying inter-

pretation or ruling.

Following comments on the proposed interpretation by Mr. Forrestal

and Mr. Holland, the latter suggested a minor change in wording at one

Point in the draft interpretation, the effect of which would be to return

to the language of the original subcommittee report and make the inter-

pretation somewhat more flexible by indicating that "If there is any

question as to whether the proceeds of a note of a finance company have

been or are to be used for a commercial, agricultural, or industrial

Purpose, a financial statement of the finance company reflecting an excess

of notes receivable which individually appear eligible for rediscount

(without regard to maturity) over total current liabilities (i.e., lia-

bilities maturing within one year) may be taken as an indication of
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eligibility." The only change from the sentence in the draft inter-

pretation would be to substitute the word "appear" for the word "are."

There was agreement with this suggestion, as well as with a

suggestion by Governor Balderston that the word "individually" be deleted

from the sentence in question.

With these changes the interpretation was approved unanimously

for publication in the Federal Register and the Federal Reserve Bulletin.

A copy of the interpretation, as published, is attached as Item No. 9.

Promissory notes of member banks. There had been distributed

a memorandum from Governor Robertson dated September 2, 1965, submitting

a draft of an amendment to Regulation Q, Payment of Interest on Deposits,

designed to bring promissory notes of member banks within the coverage

of that regulation. Governor Robertson proposed that the Board promptly

Publish such an amendment and a corresponding amendment to Regulation D,

Reserves of Member Banks, in the Federal Register for comment.

One attachment was a memorandum explaining the proposed amend-

ments to Regulations Q and D. Governor Robertson proposed to use this

to introduce the amendments in the notice of proposed rule making in

the Federal Register and to serve as the basis for a press release

announcing the proposal.

Another attachment was a memorandum on the legal bases for the

Proposed amendments, together with reasons why the language of the

Present proposal differed from some previous suggestions on the same

subject.
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In his September 2 memorandum Governor Robertson expressed the

Opinion that publication of the proposed amendments should not be delayed.

The recent announcement by Morgan Guaranty Trust Company (New York City)

that it was planning to issue promissory notes emphasized to him the need

for the Board to act promptly to curtail this device, which he saw as an

effort to evade the provisions of section 19 of the Federal Reserve Act.

Since their initial publicized use a year ago, the amount of promissory

notes of weekly reporting banks in the seven Reserve districts in which

banks were known to issue such notes had grown from $19 million to $225

million. The average amount outstanding for 1965 had been approximately

$200 million.

By letters dated October 20, 1964, in connection with a proposed

revision of Regulation Q, the Federal Reserve Banks and the Federal

Deposit Insurance Corporation were asked for their views on the advisa-

bility of amendments along lines of the present proposal. (The position

of the Comptroller of the Currency regarding the issuance of short-term

notes was already a matter of record.) No reply had been received from

the Corporation, but an attachment to the memorandum contained relevant

excerpts from the responses of the Reserve Banks.

Governor Robertson suggested in his memorandum informing the

Comptroller and the Corporation of the notice of proposed rule making

at the time it was dispatched to the Federal Register and furnishing the

Corporation at the same time with copies of the proposal, and of the
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explanation, for the Corporation's use in the event it wished to publish

a similar proposed amendment to its regulation corresponding to Regula-

tion Q.

The proposed amendment to Regulation would define the term

"deposit" as meaning any indebtedness of a member bank arising out of a

transaction in the ordinary course of its business with respect to either

funds received or credit extended by the bank except (1) indebtedness

due to a Federal Reserve Bank, (2) indebtedness due to another bank for

its own account that was not reflected on the books or reports of the

debtor or of the creditor as a deposit or as a cash balance, and (3)

indebtedness subordinated to the claims of depositors and general

creditors.

Governor Balderston noted that today's discussion would be of

an exploratory nature and not with the thought of reaching a decision

O n Governor Robertson's proposal. He then turned to Governor Robertson

for initial comments.

Governor Robertson said the problem was now before the Board

in a substantial way. In view of the permissive ruling of the New York

State Banking Department, the announcement by Morgan Guaranty, and state-

ments of intent by other banks, a large expansion of the use of short-

term notes seemed imminent. In considering this matter the Board must

bear in mind the distinction between two questions. The first question

Was whether or not there should be any interest rate ceilings or any
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reserve requirements against time deposits. However, there was a Reg-

ulation Q and there were reserve requirements against time deposits.

The second question, then, was whether action should be taken with

respect to a procedure that represented simply a means of evading the

Regulation Q ceilings and the reserve requirements. In his opinion the

Board could not sit by and see this evasion taking place. That would

be bad for the Board and also for the banking system. The time was here,

in his judgment, when it was necessary to take action of some kind. One

type of action would be to eliminate effective interest rate ceilings

and eliminate reserve requirements against time deposits. Another alter-

native would be to proceed in some manner such as suggested in the

September 2 memorandum, which was intended to be self-explanatory. The

draft amendment to Regulation Q (and the corresponding amendment to

Regulation D) had been carefully devised. He believed the staff had

covered every aspect that needed to be dealt with and that the proposed

amendment was in workable shape. He had attempted to explain in one

attachment how the proposed amendment would function--what it would hit

and what it would not. This attachment could be used for explanatory

Purposes when the proposal was published for comment. Also attached

was a paper setting forth the legal bases for the amendment, along with

comments by the Federal Reserve Banks on a similar proposal last fall.

Many of the Reserve Bank comments were based on the assumption that the

Promissory note problem was not substantial enough to require dealing
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with it. As matters had developed, however, the problem was now before

the Board in significant dimensions.

Governor Robertson then said that in his opinion the best way

to proceed at this juncture would be to have the other members of the

Board pose any questions so that the staff could begin to provide

answers to them.

Governor Shepardson recalled that after the initial use of

unsecured notes last fall, by a national bank in Boston, the Board took

a position--one he thought unfortunate--that such notes constituted

borrowings and were not subject, under existing law and regulations,

to the interest rate limitations or reserve requirements prescribed for

deposits by the Board. He found it difficult to see, in the face of

that statement, how the Board could accomplish what was proposed by

Governor Robertson without a change in the law as well as the regula-

tions.

Governor Robertson replied that when this matter came up last

Year there was no reference in a first draft of statement to existing

law or regulations. These words were injected to show that as the

regulations then stood the issuance of short-term promissory notes was

outside their purview, but the intent was to preserve the Board's right

to change its regulations. Governor Robertson said he recalled having

suggested that the regulations be changed even at that juncture, but

in any event the language was designed to save the place so the Board
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could act later if it so desired. Under the present law, and with a

change in the regulations, the Board was in a position to deal with

this problem. There was admittedly a question of public relations

involved, but he thought the Board could get over that problem.

Governor Daane commented that the Board had received a document

dealing principally with the legal aspects of the matter. He would like

to have the minutes reflecting the scope of the discussion when this

subject came up previously; on more than one occasion, and in different

contexts, there had been substantive discussions of the distinction

between borrowings and deposits. He would also like to see whatever

Papers were in the Board's files relating to the non-legal analysis of

this problem. His sympathies lay in the direction of taking some action

along the lines proposed in Governor Robertson's memorandum, but he would

like to see a broader appraisal of the impact of such action, including

views of the research staff.

In this connection reference was made, among other things, to

certain documents that had emanated from a special subcommittee of the

Presidents' Conference. It was understood that those documents would

be redistributed, along with a speech made by President Hayes of the

New York Reserve Bank.

Governor Maisel said the September 2 memorandum indicated that

the Board had the right to define the term deposit. Most of the dis-

cussion therein was along that line. But he was not entirely clear
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about the right to make a definition entirely different from the defini-

tion that had been used traditionally. This seemed to be the basic

question raised by most of the Reserve Banks, but there was no discus-

sion of it in the September 2 memorandum.

Governor Maisel also observed that from the responses of the

Reserve Banks he got the impression that if short-term notes were bor-

rowings the amount a bank could issue was fairly well controlled by

statutory requirements. There appeared to be specific limitations in

some State laws. If the limitations were fairly tight, the problem was

quite different from what it would be if banks were completely free as

to the amounts they could issue. He would like to see a fairly complete

statement on the legal limitations on borrowing, including what would

fall within those limitations other than the short-term unsecured notes.

Mr. Hexter commented that until recently banking tradition and

economic reality followed along the same lines. Now, however, banks

had broken away from tradition. In effect, they had issued certificates

of deposit for short periods, crossed out the words certificate of

deposit from the top of the form, substituted the words promissory note,

and relieved themselves from the requirements of Regulations Q and D.

In his opinion the Board would be justified in looking at the realities

of the situation.

Governor Maisel then commented that he would be interested in

seeing rulings or interpretations by the Comptroller of the Currency

bearing upon this point.
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Governor Balderston observed that it would be interesting to

know what the Comptroller might do if action such as Governor Robertson

had suggested was taken, and it was suggested at this point that the

Board might like to see certain pertinent material that the Comptroller

had recently submitted to Congressman Patman in response to the latter's

request for information concerning various interpretations of the Comp-

troller.

Governor Robertson pointed out that it would be difficult to

envisage exactly what the Comptroller might do if action along the lines

Proposed were taken. He agreed, however, that it would be helpful for

the Board to review the rulings and statements the Comptroller had issued

thus far that had some bearing on the power of the Board to define deposits.

Governor Balderston inquired about the effect of the proposal

in terms of the relative positions of bank and nonbank dealers in Govern-

ment securities, and Governor Robertson indicated that he would make

available to the Board members an additional paragraph to the explana-

tory attachment to the September 2 memorandum that would elaborate on

this point.

After further general discussion of various aspects of the

Proposal, Governor Robertson requested that the staff bear in mind the

questions that had been raised so that at the next discussion it would

be in a position to supply the answers. Governor Robertson also stated

reasons why it seemed doubtful whether, if the Board took action along
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the lines he had suggested, it could hope for similar action on the

Part of the Federal Deposit Insurance Corporation.

It was understood that various memoranda, files, and minutes

responsive to the requests of Board members during today's discussion

would be collected and distributed to the Board in preparation for

further consideration of the proposal.

All of the members of the staff except Mr. Kenyon then withdrew

from the meeting.

Foreign travel. Reference was made to a memorandum dated

September 7, 1965, from Mr. Young, Adviser to the Board and Director,

Division of International Finance, requesting that the Board approve

certain proposed foreign travel by members of the staff of that Division.

Arthur B. Hersey, Adviser, would attend a meeting of central bank econ-

omists at the Bank for International Settlements, Basle, Switzerland,

November 8-10, 1965, and it was suggested that he be granted a maximum

of two weeks' travel time to visit such Western European capitals as

might at the time seem appropriate. John E. Reynolds, Associate Adviser,

Would attend a meeting of Working Party 2 of the Organization for Economic

Cooperation and Development in Paris, October 7-8, 1965, and it was sug-

gested that the approval cover travel up to two weeks to such Western

European capitals as might at the time appear appropriate. David G.

Hayes, Economist in the Europe and British Commonwealth Section, would

Spend a period of about three weeks, from October 25 to November 12, 1965,
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in London and Cambridge to broaden his technical understanding of British

financial institutions and of current financial policies and problems.

In discussion, particularly in reference to the proposal relat-

ing to Mr. Hayes, question was raised by Governor Robertson whether

consideration was being given to curtailing nonessential foreign travel

at this time in view of the admonitions by the President in relation to

the U.S. balance of payments problem. It developed to be the consensus

of the Board that staff travel of moderate duration might be regarded as

appropriate when it was for the purpose of consultation, fact-finding,

Or 0n-the-spot observation with respect to matters falling directly

Within the purview of their responsibilities, including the responsi-

bility of providing information and analyses to the Board. At the same

time it was agreed that review of foreign travel proposals should have

due regard for the objectives of the balance of payments program. Governor

Robertson, in particular, felt that such proposals should be looked at

carefully to determine in what instances foreign travel was not essential

and could be dispensed with.

The travel proposed in Mr. Young's memorandum was then authorized,

With the understanding that if it was considered desirable for Messrs.

Hersey and Reynolds to visit places other than Basle and Paris, respec-

tively, detailed itineraries would be cleared with Governor Shepardson

in advance of their departure.

The meeting then adjourned.

Secretary's Notes: Pursuant to the under-

standing at the meeting on September 3, 1965,

there was issued today an order for a hearing
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on the application of Denver U.S. Bancorpora-
tion, Denver, Colorado, for the Board's prior
approval of the acquisition of shares of The
Mercantile Bank and Trust Company, Boulder,

Colorado. A copy of the order is attached

as Item No. 10.

Governor Shepardson today approved on behalf

of the Board memoranda recommending the follow-

ing actions relating to the Board's staff:

Change in entrance salary.

Robert T. Parry, Economist, Division of Research and Statistics,

salary approved at the rate of $10,420 per annum, effective August 30,
1965, rather than at the rate of $11,315 as previously approved by the

Board.

Transfer

James D. Goetzinger, from the position of Economist in the Division

of Research and Statistics to the position of Systems Planner in the

Division of Data Processing, with no change in basic annual salary at
the rate of $9,535, effective September 12, 1965.

Acceptance of resignations 

Claudia McGolerick, Secretary, Division of Research and Statistics,

effective at the close of business August 26, 1965.

Sara Jane Keener, Records Clerk, Office of the Secretary, effective
at the close of business September 17, 1965.

Assistant Secreta



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Hempstead Bank,
Hempstead, New York.

Gentlemen:

42(TZ:.

Item No. 1
9/9/65

ADOR.C1/11 orricem. 0011011OSPONOILNOIC
TO TUC MOAN°

September 9, 1965.

The Board of Governors of the Federal Reserve

System approves the establishment of a branch by Hempstead

Bank, Hempstead, New York, at 170 Old Country Road, Mineola,

New York, provided such branch is established within six

months from the date of this letter and provided operations

at the bank's existipg office at 72 East Old Country Road

are discontinued simultaneously with the opening of the

office at 170 Old Country Road.

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, O. C. 20551

Board of Directors,
Northern Central Bank and Trust Company,
Nilliamsport, Pennsylvania.

Gentlemen:

Item No.
9/9/65

ADDRESS orrecim. CORRESPONDENCE
TO THE BOARD

September 9, 1965.

The Board of Governors of the Federal Reserve System
approves the establisment by Northern Central Bank and Trust
Company, Williamsport, Pennsylvania, of a branch at 405 River
Avenue, Loyalsock Township, Lycoming County, Pennsylvania,
Provided the branch is established within one year from the
date of this letter.

Pursuant to the provision of section 24A of the
Federal Reserve Act, the Board of Governors also approves the
request for permission to increase the bank's investment in
bank premises by a sum not to exceed $250,000 to acquire land
and construct a building thereon for the proposed branch.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
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, O. C. 20551

Board of Directors,
Industrial State Bank of Kalamazoo,
Kalamazoo, Michigan.

Gentlemen:

Item No. 3
9/9/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 9, 1965.

The Board of Governors of the Federal
Reserve System approves the establishment by
Industrial State Bank of Kalamazoo, Kalamazoo,
Michigan, of a branch at 2706 West Michigan Avenue,
Kalamazoo, Michigan, provided the branch is es-
tablished within one year from the date of this
letter.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
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

The Honorable K. A. Randall, Chairman,
Federal Deposit Insurance Corporation,
Washington, D. C. 20429

Dear Hr. Randall:
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Item No. 4
9/9/65

ADDRCIIIII OFFICIAL CORRCIIPONOCNCIL
TO THIC BOARD

September 9, 1965.

Reference is made to your letter of August 3, 1965, concerning
the 

application of Coast Bank, Long Beach, California, for continuance
Of deposit insurance after withdrawal from membership in the Federal

Reserve System.

The bank was last examined by the Federal Reserve Bank of

San Francisco as of June 7, 1965. The bank was given a problem rating

12'n IlaY 1964, and the rating assigned as a result of this recent examination,

had been 
3, continues the problem designation. While capital funds

7ad been increased between examinations by the sale of capital notes, a..arge increase in fixed assets investment more than offset the desired

Pital increase. As a restilt of assets classified loss, plus 50 per cent(14:

s; those classified doubtful, at this examination surplus is impaired by

„s990. The bank has been requested to advise the Reserve Bank of its
Plana for increasing proprietary capital.

The chairman, who is the majority stockholder, was out of the
COu-

ntry at the time of the examination. The Reserve Bank has requested a

meeting with the board of directors as soon as possible after the return
the chairman and specific corrective measures will be investigated atthat time.

bank There have been no other corrective programs urged upon the

or agreed to by it, which have not been fully consummated, and

:"ere are no such programs that the Board would advise be incorporated
78 conditions of admitting the bank to membership in the Corporation as
4 nonmember of the Federal Reserve System.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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Board of Directors,
First Western State Bank of Minot,

Minot, North Dakota.

Gentlemen:

01(..):1 A

Item No. 5

9/9/65

ADDRESS orriciAL CORRCEPONOCNCC

TO THE 1110ARD

September 9, 1965.

The Federal Reserve Bank of Minneapolis has forwarded to the

k),Ird of Governors Executive Vice President McDaniel's letter of

August 6, 1965, signifying your intention to withdraw from membersh
ip

in the Federal Reserve System, and his letter of August 24, 1965,

together with the accompanying resolution dated August 19, 1965, whi
ch

resolution provides for the withdrawal of your bank from member
ship

in the Federal Reserve System and the waiver of the six months' not
ice

°f such withdrawal.

The Board of Governors waives the requirement of six mont
hs'

notice of withdrawal. Under the provisions of Section 208.10(c) of

the Board's Regulation H, your institution may accomplish ter
mination

Of its membership at any time within eight months from 
the date that

notice of intention to withdraw from membership was given. 
Upon

,surrender to the Federal Reserve Bank of Minneapolis of 
the Federal

t eserve stock issued to your institution, such stock will be 
cancelled'

erld appropriate refund will be made thereon.

It is requested that the certificate of membership 
be

returned to the Federal Reserve Bank of Minneapolis.

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

Mr. Jack Tarver,
Federal Reserve Agent,

Federal Reserve Bank of Atlanta,

Atlanta, Georgia 30303.

Dear Mr. Tarver:

Item No. 6

9/9/65

ADDRESS OFFICIAL CORRESPON
DENCE

TO THE BOARD

September 9, 1965.

As requested in Mr. McCorvey's letter of August 26
, 1965,

the Board of Governors approves the appointment of Mr. 
Warren A.

Seeley, Jr.sas Federal Reserve Agent's Representat
ive at the Nashville

Branch to succeed Miss Anna Lou Cullom.

This approval is given with the understanding th
at Mr. Seeley

will be solely responsible to the Federal Reserve Agen
t and the Board

of Governors for the proper performance of his dut
ies, except that,

during the absence or disability of the Federal R
eserve Agent or a

vacancy in that office, his responsibility will
 be to the Assistant

Federal Reserve Agent and the Board of Governors.

When not engaged in the performance of his du
ties as Federal

Reserve Agent's Representative, Mr. Seeley may,
 with the approval of

the Federal Reserve Agent and the Vice President 
in charge of the

Nashville Branch, perform such work for the Bra
nch as will not be

inconsistent with the duties as Federal Reser
ve Agent's Representative.

It will be appreciated if Mr. Seeley is fu
lly informed of •

the importance of his responsibilities as a m
ember of the staff of the

Federal Reserve Agent and the need for maintena
nce of independence from

the operations of the Bank in the discharge of 
these responsibilities.

Please have Mr. Seeley execute the usual 
Oath of Office which

should then be forwarded to the Board of G
overnors along with notifi-

cation of the effective date of his appoin
tment.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.
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FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

John A. Moore, Esq.,
Holland & Hart,
500 Equitable Building,
Denver, Colorado. 80202

Re: Navajo Bancorporation, Inc.,
Phoenix, Arizona,

Dear Mr. Moore:
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Item No. 7
9/9/65

ADDRESS orruciAL CORRESPONDENCE
TO THE BOARD

September 9, 1965.

This refers to the matters involving Navajo Bancorporation,
Inc. ("Bancorporation"), that you, as its counsel, and certain of
its officers and directors have discussed with the Board's staff in
the period from mid-October 1964 to the present, and that have been
the subject of extensive correspondence, principally from you, in
the same period. The aforementioned communications involved and
have been related to the following-stated actions by Bancorporation
that have, in turn, involved applicability of certain provisions of
the Bank Holding Company Act of 1956 (12 U.S.C. § 1841, et seq.),
and the Board's Regulation Y (12 CFR Part 222), and of 12 U.S.C.
S 221a(c) and the Board's Regulation P (12 CFR Part 216).

(1) Bancorporation's acquisition in October 1964,
without prior Board approval, of more than 25 per cent
of the outstanding voting shares of Valley State Bank,

Lamar, Colorado, at which time Bancorporation awned more
than 25 per cent of the outstanding voting shares of The

First Navajo National Bank, Holbrook, Arizona.

(2) Bancorporation's acquisition of more than 5 per

cent, but less than 25 per cent, of the outstanding voting

shares of Bank of Tucson, Tucson, Arizona, at the time of

its ownership of the shares in the banks above mentioned.

(3) Bancorporation's failure to register as a bank

holding company within six months of October 1964.

(4) Bancorporation's proposed nonbanking business

activity.
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(5) Bancorporation's pending request for a

determination by the Board that Bancorporation i
s not

engaged, directly or indirectly, as a business
 in

holding the stock of, or managing or control
ling, banks.

The facts relating to, and the occurrences beari
ng upon, the

above-stated actions have been, in major respects,
 presented to

the Board in letters and telegrams of the foll
owing dates: letters

dated November 6, December 3, and December 28, 196
4; telegram of

December 30, 1964; letters dated January 27, 
January 29, February 3,

April 2, April 6 (from Mr. Gordon E. Parker, 
Chairman of the Board

of Bancorporation), April 7, May 14, June 9, July
 12, August 11,

August 20, and August 30, 1965; and telegrams 
dated August 13 and

August 27, 1965. The Board has also received letters dated Au
gust 3

and August 14, 1965, from Mr. Norman A. Lit
tell, General Counsel of

the Navajo Tribe.

For purposes of discussion herein, the 
information contained

in the above-mentioned letters and telegrams is in
corporated by refer-

ence and, except as specifically noted, has been 
relied upon by the

Board in its analysis of the matters presented and
 in its determina-

tions regarding these matters. Recitation herein of certain of these

facts and occurrences will be necessary to the Bo
ard's discussion.

Barjcor,oration!s Ac uisition of Stock of Valle
 State Bank

In early 1964, at a time when Bancorporat
ion owned a majority

Of the outstanding shares of The First Navajo Natio
nal Bank, Holbrook,

Arizona, Bancorporation foreclosed on stock of
 Valley State Bank,

Lamar, Colorado, which Bancorporation held as se
curity on a loan of

$237,500 made to Lamar Investors, Ltd., a Colo
rado corporation. By

this action, Bancorporation became a bank hold
ing company as that

term is defined in the Bank Holding Company Act
 of 1956, since it

then owned more than 25 per cent of the stock 
of two banks. This

action was taken without the prior approval
 of the Board, which

approval could not have been given since on
e of the banks whose stock

was acquired was located in Colorado, a S
tate foreign to the State in

Which Bancorporation's principal office is lo
cated and its principal

business conducted. Within a few months of the acquisition of 
Valley

State Bank stock, Bancorporation sold this sto
ck to a "new" Lamar

Investors, Ltd., Bancorporation taking back 
a note for $240,000,

secured by Valley State Bank stock. Following an inquiry by the

Colorado Banking Board into the business affa
irs of at least three

banks located in Colorado, including Valley St
ate Bank, and with the
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approval of the Banking Board, Bancorporation again foreclosed on

the stock of Valley State Bank, took over control of the bank, and
Put $175,000 capital into the bank. This action, occurring in

October 1964, constituted Bancorporation's second violation of the
Act in the nature of an acquisition of shares of a bank without the

Prior approval of the Board.

Inasmuch as the Board's prior approval is required before

an organization can become a bank holding company, and since the

Board's prior approval could not be given to the acquisition con-

summated by Bancorporation, it is the Board's finding that the

acquisitions of Valley State Bank stock in April, and again in

October 1964, were made in violation of the Act.

llancorporation's Acquisition of Stock of Bank of Tucson 

In April 1965, at a time when Bancorporation owned more than

25 per cent of the stock of two banks, and subsequent to Bancorporation's

knowledge of the probable fact of its status as a bank holding company,

Bancorporation acquired approximately 10 per cent of the outstanding

voting shares of Bank of Tucson, Tucson, Arizona. Bancorporation

aPParently concedes that the consummation of this purchase was in vio-

lation of law, but offers in mitigation the explanation that it had

become "morally obligated" to consummate the transaction prior to its

acquisition of the Valley State Bank stock. The Board notes that on

August 20, 1965, Bancorporation divested itself of the Bank of Tucson

stock by means of a sale thereof to Tucson Investors, Inc., an Arizona

corporation, organized for the specific purpose of purchasing this

stock for later sale to interests unaffiliated with Bancorporation.
The Board has reviewed the enclosures to your letter of August 30 re-

lating to the above-mentioned sale by Bancorporation, and concludes

on the basis of these enclosures that the transaction appears to con-

stitute satisfactory divestment by Bancorporation of the stock held
by it in Bank of Tucson. Such divestment cannot, however, alter the

fact that Bancorporation's acquisition of this stock in April 1965

contravened the provisions of section 3(a)(2) of the Act, which make

unlawful, except with the prior approval of the Board, the acquisition
by a bank holding company of any voting shares of any bank that results

in the bank holding company, directly or indirectly, owning or con-

trolling more than 5 per cent of the voting shares of such bank.

Bancorporation's stock ownership in the Bank of Tucson represented,

according to Bancorporation's statement, approximately 10 per cent of
the bank's outstanding stock.
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ilancorporation's Pending Request for a Determination Pursuant to

Provisions of the Banking Act of 1933 as Amended

In January 1964, Bancorporation requested that the Board

determine, pursuant to the Banking Act of 1933 (12 U.S.C. 221a(c)),

that Bancorporation was not engaged, directly or indirectly, as a

business in holding the stock of, or managing or controlling, banks,

banking associations, savings banks, or trust companies. Because of

1-nformation in the possession of the Board as to Bancorporation's

ownership of stock in banks other than The First Navajo National 
Bank,

the Board deferred a determination on Bancorporation's request. That

request remains pending. In view of the Board's conclusion that, as

0f this date, Bancorporation is a bank holding company through its

ownership of more than 25 per cent of the outstanding shares of two

banks, the Board also concludes that it would not be warranted in

granting Bancorporation's request for a determination that it is not

engaged as a business in holding the stock of banks. Accordingly,

Bancorporation's pending application is denied.

Bancor oration' Pro osed Nonbankin Business Activit

Your July 12 letter discusses Bancorporation's proposal to

continue previously undertaken activities in respect to the develop-

ment of a shopping center and related structures in the vicinity of

the Navajo tribal headquarters at Window Rock, Arizona. You relate

this proposed activity to the underlying reason for the formation of

Bancorporation, that is, to permit the Navajo tribe, owners of approxi-

mately 40 per cent of the stock of Bancorporation, to engage in other

economic enterprises [in addition to banking] "of benefit to the Nav
ajo

tribal lands and people". The question regarding Bancorporation's

Proposed development of a shopping center arises in respect to the

Prohibition contained in section 4(a)(2) of the Act against a bank •

holding company engaging "in any business other than that of banking

or of managing or controlling banks or furnishing services to or per-

forming services for any bank of which it owns or controls 25 per

centum or more of the voting shares". The Board understands it to

he Bancorporation's position that, assuming its activities in respect

to the shopping center are viewed as an engagement in a business,

Bancorporation may, pursuant to section 4(a)(2) of the Act, engage

xa such business for at least two years after the date it became a

hank holding company. Thus, viewing October 1964 as the date at which

Bancorporation became, for the second time, a bank holding company,

Bancorporation takes the position that it may continue until October

1966 with the development of the shopping center, a nonbusiness
activity initiated prior to October 1964, It is understood, of course,

that the above time limitation would have applicability only if
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Bancorporation continued as a bank holding company as of tha
t date,

an occurrence not contemplated according to your statements.

The Board concurs in Bancorporation's interpretation o
f

section 4(a)(2) that the provisions of the section would 
permit

Bancorporation's continued activity in developing the p
roposed shopping

center. This determination is premised upon the Board's conclu
sions

that the activity proposed would constitute an engagement by

Bancorporation in a business other than banking, and th
at such engage-

ment represents but a continuation of an activity initiated
 prior to

Bancorporation's becoming a bank holding company. The Board believes

unnecessary any directive as to cessation of this bus
iness activity

at a future date inasmuch as, on the basis of Bancorporat
ion's assur-

ances given, it will no longer be a bank holding company 
subsequent

to December 31, 1965.

Bancor oration' Failure to Re ister as a Bank Holdin Com an

As earlier indicated, the Board has concluded that

Bancorporation became a bank holding company for the 
second time in

October 1964 and has continued to the present time in 
that status.

Section 5(a) of the Act, as applied to Bancorporation, requ
ires that

Bancorporation should have registered with the Board wi
thin six months

Of October 1964. This registration has not occurred, and the question

ia raised as to whether Bancorporation should not be 
required to

T'egister. On behalf of Bancorporation, you make known its willingne
ss

to register if the Board so directs, but urge that, in view 
of the

circumstances attending Bancorporation's becoming a bank 
holding

company, and the timetable set by Bancorporation for action 
that would

terminate its status as such, the Board not require Banc
orporation's

l'egistration.

Premised upon Bancorporation's assurance now given tha
t

action which it will take prior to December 31, 1965, will 
effectively

terminate its status as a bank holding company, the Board 
will not re-

quire that Bancorporation register prior to that date. It is to be

rederstood that
 the Board does not assume from any statement made on

l helf of Bancorporation that additional time beyond December 
31,

,965, will be required, or is contemplated, in respect
 to Bancorporation's

1-vestment action. Accordingly, if the Board is not advised prior to

roember 31, 1965, of Bancorporation's sale of the stock in
 Valley

ttate Bank, Bancorporation will be required, and it is 
now directed,

register with the Board as a bank holding company on
 or before

oarmary 7, 1966.

112221t of Bancorporation's Actions to De artment of Justice

A final request made of the Board on Bancorporation
's behalf

is 
"that the Board make no recommendation to the Department of 

Justice
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that it take action with respect to these problems of [Bancorporation]

. 4". As you have been advised in your conversations with the

Board's staff, the Board's decision on reporting this matter to the

Department of Justice, for whatever action that Department might be-

lieve appropriate, must give due consideration to the question whether

such report would be desirable in the public interest. The Board

believes that, in light of the circumstances surrounding Bancorporation's

actions in respect to Valley State Bank and the Bank of Tucson, the

Board's statutory responsibilities as a Federal bank supervisory author-

ity require that the matter be reported to the Department of Justice.

However, the Board's report to the Department will not contain a

Specific recommendation for action in regard to Bancorporation's vio-

lations of the Act. The Department will be advised of Bancorporation's

action in divesting itself of the Bank of Tucson stock, and of its

commitment to divest itself of all right, title, and interest in th
e

stock of Valley State Bank as early as September 1965, but in no event

no later than December 31, 1965. The Department will be further advised

that Bancorporation has been directed to submit to the Board written

confirmation of its divestment as directed, and that should

Bancorporation fail to so confirm within the time stipulated
, the Board

141-11 make this fact known to the Department and recommend that it 
take

Whatever action is considered appropriate.

It is requested that advice from Bancorporation regarding

its compliance with the Board's directives herein be transmitted in

1.ting directly to the Board, and that copies thereof be sent to the

Federal Reserve Banks of Kansas City and San Francisco.

CC:

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,

Assistant Secretary.

Navajo Bancorporation, Inc., Phoenix, Arizona

Federal Reserve Bank of Kansas City

Federal Reserve Bank of San Francisco

Department of Justice, Criminal Division
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The Honorable Herbert J. Miller, Jr.,
Assistant Attorney General,
Criminal Division,
i)ePartment of Justice,
Washington, D. C. 20530

bear mr. Miller:

Item No. 8

9/9/65

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

Re: Navajo Bancorporation, Inc.,

Phoenix, Arizona.

September 9, 1965.

Section 3(a) of the Bank Holding Company Act of 1956

(12 U.S.C. § 1842) makes unlawful, except with the prior approval

(3z the Board of Governors, any action taken which results in a

i mParly becoming a bank holding company under section 2(a) of the

'ct. That section also makes it unlawful, without the Board's prior

aPProval, for a bank holding company to acquire direct or indirect

°14nership or control of any voting shares of a bank if, after such

acquisition, the company will directly or indirectly own or control

Tore than 5 per cent of the bank's voting shares. Section 5(a) of

'he Act imposes a requirement that within 180 days after the date of
?nactment of this Act (May 9, 1956), or within 180 days after becom-

leng a bank holding company, whichever is later, each bank holding

.°I4Pany shall register with the Board. Except as otherwise provided

31-4n.the Act, after two years from May 9, 1956, or from the date as of

hhlch a bank holding company becomes such, whichever is later, no bank

0°1ding company may engage in any business other than that of banking

of managing or controlling banks or of furnishing services to or

!erforming services for any bank subsidiary (Sec. 4). By virtue of

retion 8 of the Act, any company which willfully violates any provision

t! the Act, or any regulation or order issued by the Board pursuant

,nereto, shall upon conviction be fined not more than $1,000 for each

'aY during which the violation continues.

There has come to the attention of the Board apparent
viol
,-ations of the Act on the part of Navajo Bancorporation, Inc.

(" Bancorporation"), Phoenix, Arizona. The circumstances of the appar-

ent violations, Bancorporation's explanation of and representations

e'°tIcerning the same, and its proposals for remedial action are contained



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

The Honorable Herbert J. Miller, Jr. -2-

2910

in the enclosed letters submitted on behalf of Bancorporation,

dated November 6, 1964, January 27, April 6, July 12, August 11,

and August 30, 1965. In brief, the occurrences discussed involve

the acquisition by Bancorporation of more than 25 per cent of the

Voting shares of the Valley State Bank, Lamar, Colorado, at a time

when Bancorporation awned more than 25 per cent of the outstanding

Voting shares of The First Navajo National Bank, Holbrook, Arizona,

and the subsequent acquisition by Bancorporation of approximately

10 per cent of the outstanding voting shares of Bank of Tucson,

Tucson, Arizona. At no time subsequent to these acquisitions has

Bancorporation registered with the Board as a bank holding company.

In view of the criminal penalty provisions of the Act and

the Department's responsibility in respect to enforcement of these

Provisions, the matter of Bancorporation ts actions is brought to your

attention at this time. In addition to the above-mentioned enclosures,

there is enclosed a copy of a letter of this date from the Board to

Bancorporation's counsel wherein there are set forth the Board's views

as to the apparent violations noted, and the Board's directions re-

garding divestment of bank stock deemed unlawfully acquired. Your
attention is directed to the fact noted in the Board's letter that

Bancorporation had, as of August 20, 1965, apparently divested itself

Of the Bank of Tucson stock, and has committed itself to take final

divestment action regarding the Valley State Bank stock as early as

this month, but no later than December 31, 1965.

As you will note, the Board has advised Bancorporation of its

intention to refer this matter to your Department, without a recommen-

dation, at this time, that consideration be given to the institution

Of any criminal action. While the Board is aware that the institution

°r not of criminal proceedings in a case such as this is a matter for

decision by your Department, the Board recommends that a decision in

this respect be held in abeyance pending advice by Bancorporation, .

called for in the Board's letter enclosed, that it has complied with

the Board's directive regarding divestment of the stock of Valley

State Bank. In the event of Bancorporation's compliance, and assuming

that no facts are brought to the Board's attention that would alter

1-ts present conclusions, it is the Board's judgment that no useful

Public purpose would be served by the institution of criminal pro-

ceedings against Bancorporation, or its officers and directors.

The Board will further advise your Department in respect to

Bancorporation's action, or the lack thereof, in response to the Board's

letter. Should you desire information in addition to that set forth in
the enclosed letters, Mr. Thomas J. O'Connell of the Board's staff

(Code 147, Ext. 583) will be glad to assist you in this respect.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.

4.elosures



294

Item No. 9

TITLE 12 - BANKS AND BANKING 9/9/65

CHAPTER II - FEDERAL RESERVE SYSTEM

SUBCHAPTER A - BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

[Reg. A]

PART 201 - ADVANCES AND DISCOUNTS

BY FEDERAL RESERVE BANKS

Discount of notes, drafts, and bills for member banks

§ 201.104 Eligibility of consumer loans and finance company paper.

(a) The Board of Governors has been asked to clarify its

position with respect to the eligibility for discount with the Reserv
e

Banks of consumer loans and finance company paper.

(b) Section 13, Paragraph 2, of the Federal Reserve Act

authorizes a Federal Reserve Bank, under certain conditions, to 
discount

for member banks ". . . notes, drafts, and bills of exchange ari
sing out

Of actual commercial transactions; that is, notes, drafts, and bil
ls of

exchange issued or drawn for agricultural, industrial, or commercial

Purposes, or the proceeds of which have been used, or are to be 
used,

for such purposes, the Board of Governors of the Federal Reserve 
System

to have the right to determine or define the character of the pap
er thus

eligible for discount, within the meaning of this Act."

(c) It continues to be the opinion of the Board that 
borrowing

for the purpose of purchasing goods is borrowing for a commercial
 purpose,

Whether the borrower intends to use the goods himself or to res
ell them.

Hence, loans made to enable consumers to purchase automobil
es or other

goods should be included under commercial, agricultural, and 
industrial

Paper within the meaning of the Federal Reserve Act, and a
s such are

eligible for discounting with the Reserve Banks and as s
ecurity for
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advances from the Reserve Banks under Section 13, Paragraph 8, of the

Federal Reserve Act as long as they conform to requirements with respect

to maturity and other matters. This applies equally to loans made directly

by banks to consumers and to paper accepted by banks from dealers or

finance companies. It also applies to notes of finance companies

themselves as long as the proceeds of such notes are used to finance

the purchase of consumer goods or for other purposes which are eligible

Within the meaning of the Federal Reserve Act.

(d) If there is any question as to whether the proceeds of

a note of a finance company have been or are to be used for a commercial,

agricultural, or industrial purpose, a financial statement of the finance

company reflecting an excess of notes receivable which appear eligible

for rediscount (without regard to maturity) over total current liabilities

(1—e., liabilities maturing within one year) may be taken as an indication

Of
eligibility.

(12 U.S.C. 248(i). Interprets 12 U.S.C. 343.)

Dated at Washington, D. C., this 10th day of September, 1965.

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

(aza)

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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Item No. 10
9/9/65

UNITED STATES OF AMERICA

BEFOPE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

DENVER U. S. BANCORPORATION, INC.,
Denver, Colorado,

pursuant to Section 3 of the
Bank Holding Company Act of 1956..

ORDER FOR HEARING

DOCKET NO.
BHC-73

On July 22, 1965, there was published in the Federal Register

(30 F. R. 9189) a notice of receipt by the Board of Governors of an

application, pursuant to sriction 3(a)(2) of the Bank Holding Company Act

°f 1956 (12 U.S.C. 1842(a)(2)), by Denver U. S. Bancorporation, Inc.,

benver, Colorado, a registered bank holding company, for the Board's prior

4Pprova1 of Applicant's acquisition of 50 per cent or more of the voting

shares of The liercantile Bank and Trust Company, Boulder, Colorado.

It appears to the Board that it is appropriate in the public

ititerest that a hearing be held with respect to this application.

4ceordingly,

IT IS HEREBY ORDERED, That, pursuant to section 222.7(a) of the

ard's Regulation Y (12 CFR Part 222.7(a)), promulgated under the Bank

4°1ding Company Act of 1956, a public hearing with respect to this
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aPPlication be held, commencing October 19, 1965, at 10 a.m. in

401m 2330, Second Floor, Federal Office Building (Tower Section),

1961 Stout 3treet, Denver, Colozado, before a duly designated hearing

exarailler, said hearing to be conducted in accordance with the Board's

Ilules of Practice for Formal Hearings (12 CFR Part 253).

IT IS FURTHER ORDERED, That the following matters will be the

subject of consideration at said hearing, without prejudice to the desig-

nation of additional related matters and questions upon further examination:

(1) the financial history and condition of the bank

holding company and the banks concerned;

(2) their prospects;

(3) the character of their management;

(4) the convenience, needs, and welfare of the

communities and the area concerned; and

(5) whether the effect of the proposed acquisition

Ilould be to expand the size or extent of the bank holding

company system beyond limits consistent with adequate and

sound banking, the public interest, and the preservation

of competition in the field of banking.

IT IS FURTHER ORDERED, That any person desiring to give testimony,

evidence, or otherwise participate in these proceedings should 
filehesont

l'Itth the Secretary, Board of Governors of the Federal Reserve System,

"4ngton, D. C. 20551, on or before October 4, 1965, a written 
request
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containing a statement of the nature of the petitioner's interest in

the proceedings, the extent of the participation desired, a summary

of the matters concerning which petitioner wishes to give testimony

Or submit evidence, and the names and identity of the witnesses who

Propose to appear. Requests will be presented to the designated hearing

ezaminer for his determination, and persons submitting them will be

notified of his decision.

Dated at Uashington, D. C., this 9th day of September, 1965.

By order of the Board of Governors.

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.

(SEAL)


