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Minutes for July 25, 1966

To: Members of the Board

From: Office of the Secretary

Attached is a copy of the minutes of the
Board of Governors of the Federal Reserve System on
the above date.

It is not proposed to include a statement
With respect to any of the entries in this set of
minutes in the record of policy actions required to
be maintained pursuant to section 10 of the Federal
Reserve Act.

Should you have any question with regard to
the minutes, it will be appreciated if you will advise
the Secretary's Office. Otherwise, please initial
below. If you were present at the meeting, your
initials will indicate approval of the minutes. If
You were not present, your initials will indicate
°/11Y that you have seen the minutes.

Chm. Martin

Gov. Robertson

Gov. Shepardson

Gov. Mitchell

Gov. Daane

Gov. Maisel

Gov. B immer
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Ar ‘34.

Minutes of the Board of Governors of the Federal Reserve

System on Monday, July 25, 1966. The Board met in the Board Room at

10:00 a

PRESENT: Mr. Robertson, Vice Chairman

Mr. Shepardson
Mr. Mitchell
Mr. Maisel
Mr. Brimmer

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Broida, Assistant Secretary

Mr. Bakke, Assistant Secretary

Mr. Holland, Adviser to the Board

Mr. Molony, Assistant to the Board

Mr. Cardon, Legislative Counsel

Mr. Fauver, Assistant to the Board

Mr. Solomon, Director, Division of Examinations

Miss Eaton, General Assistant, Office of the

Secretary
Mr. Morgan, Staff Assistant, Board Members'

Offices
Mr. Furth, Consultant

Messrs. Koch, Partee, Williams, Axilrod, Sigel,

Smith, Altmann, Fisher, Peret, Thompson, and

Wernick of the Division of Research and

Statistics

Messrs. Hersey, Bryant, Dahl, Emery, Gekker,

Gemmill, Hayes, Klein, and Maroni, and

Mrs. Junz of the Division of International

Finance

Economic review. Messrs. Klein, Hayes, Emery, and Maroni

Ported, respectively, on the U. S. balance of payments position, the

4uster
1L
.f.
Y program instituted by the United Kingdom, developments in the

jaPanese economy, and inflationary problems in Brazil.

Mr. Altmann commented on the domestic situation with respect

to
vl'ices, production, inventories, and sales, followed by reports from
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Messrs. Wernick, Peret, and Thompson, respectively, concerning labor

market developments, GNP projections, and consumer credit. Mr. Fisher

concluded the review with observations concerning the situation in the

home construction industry and mortgage market conditions, the latter

cnInmentary being supplemented by statistics relative to the lending

capacity of mutual savings banks and savings and loan associations.

The foregoing review was based to some extent on staff materials

Prepared for tomorrow's meeting of the Federal Open Market Committee.

Copies

files.

of the relevant documents have been placed in the Committee's

At the conclusion of the review, all staff members except Messrs.

Sherman
Kenyon, Bakke, Molony, Cardon, Fauver, Solomon, Koch, Sigel,

and He withdrew and the following entered the room:

Miss Carmichael, Assistant Secretary

Mr. Hackley, General Counsel
Mr. Farrell, Director, Division of Bank Operations

Mr. Johnson, Director, Division of Personnel Administration

Mr. Kelleher, Director, Division of Administrative Services

Mr. Kakalec, Controller
Mr. Harris, Coordinator of Defense Planning

Mr. Byrne, Director, Division of Data Processing

Messrs. O'Connell, Shay, and Hooff, Assistant General Counsel

Mr. Kiley, Assistant Director, Division of Bank Operations

Mr. Hart, Assistant Director, Division of Personnel

Administration
Mr. Kern, Assistant Director, Division of Administrative

Services
Mr. Langham, Assistant Director, Division of Data Processing

Mrs. Heller, Senior Attorney, Legal Division

Mr. Smith, Attorney, Legal Division

Mr. McIntosh, Technical Assistant, Division of Bank Operations

Mr. Egertson, Supervisory Review Examiner, Division of

Examinations
Mr. Lyon, Review Examiner, Division of Examinations

Mr. McClelland, Analyst, Office of the Controller

Mr. Staiger, Senior Economist, Division of Data Processing
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Approved items. The following items, copies of which are

attached to these minutes under the respective numbers indicated, were

unanimously after consideration of background material that

had been made available to the Board:

Letter to Safe Deposit Bank and Trust Company,
SPringfield, Massachusetts, approving the
establishment of an in-town branch.

Letter
to Wells Fargo Bank, San Francisco,

California, approving the establishment of
a branch in Fremont.

Letter to Chemical Bank New York Trust Company,
New York, New York, granting an extension of
time to establish a branch at 130 William Street.

Letter to Philadelphia International Investment
, rPoration, Philadelphia, Pennsylvania, approv-
lng the establishment of a branch in London,
England.

Item No.

1

2

3

4

Approval of investment in bank premises (Item No. 5). There

had been distributed a memorandum from Mr. Hooff dated July 21, 1966,

submitting for the Board's consideration a draft of letter to Georgia

Railroad Bank & Trust Company, Augusta, Georgia, confirming approval

°f an investment in bank premises.

Mr. Hooff explained the background of this matter, noting that

" January 18 the Board had approved a proposed investment of $70,000

by 
the bank to expand certain branch facilities. The Board's letter

'18° stated, with respect to investments of approximately $5,835,000
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involving construction already under way at the head office and two

Other branches, that in the circumstances prior approval obviously

could not be given. However, no objection was interposed to the expen-

diture of that sum for the purpose indicated. The position taken

reflected the Board's general policy to "approve" investments in bank

Premises only if application was made by a member bank prior to the

beginni _
ng of expenditures for construction.

Now it seemed that the lender with which the bank had contracted

f°r funds to do the work already under way at the time of the Board's

January 18 letter was raising a question whether the expenditure in bank

Premises was authorized. The proposed letter was intended to remove any

doubt 
on that score.

Following brief commentary by Mr. Solomon concerning a discus-

sion he had had with officials of the Atlanta Reserve Bank regarding

this matter, Governor Robertson raised the question whether the Board's

P°1icY of not giving after-the-fact approval for investments in bank

Premises should not be modified. If a review of the facts indicated

that approval would have been withheld if a bank had requested advance

Permission, he could see no reason why retroactive approval should be

given. On the other hand, if an investment would have been deemed

aPPr°Priate had advance permission been requested, he could see no

teas°11 why express authorization should not be given even though the

bank“tk had already commenced the work at the time the request for approval
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was submitted. As he understood it, the instant case would have fallen

into the latter category.

Governor Shepardson concurred in this view, and after further

brief discussion it was agreed, at Governor Brimmer's suggestion, that

the Legal Division would consider and make a recommendation on whether

approval of requests for permission to invest in bank premises should

not be granted even though work had already begun before receipt of the

request, if such approval would have been granted had the request been

Pro
spective.

A letter to Georgia Railroad Bank & Trust Company, in the form

attached as Item No. 5, was thereupon approved unanimously.

Itport on competitive factors. A report on the competitive

factors involved in the proposed merger of Southern National Bank of

1143ust°n, Houston, Texas, into First City National Bank of Houston, Houston,

as, was approved unanimously for transmittal to the Comptroller of the

CurrancY, the conclusion being stated as follows:

Consummation of the proposed merger of First City

National Bank of Houston and Southern National Bank of Houston

would eliminate existing and potential competition between
them and enhance City National's position as the largest bank

in the Houston area. The overall competitive effect of the

Proposal would be adverse.

Application of United Virlinia Bankshares (Items 6-10). There

had been distributed drafts of orders and a statement reflecting the

c)ardi e approval on June 10, 1966, of the application of United Virginia
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Bankshares Incorporated, Richmond, Virginia, for permission to acquire

at least 90 per cent of the voting shares of Rockbridge Bank & Trust

Company, Lexington, Virginia (a proposed new bank), and an application

for
 
approval of merger of Rockbridge National Bank of Lexington,

Le 
xington, Virginia, into the said new bank, which had applied for

System membership. Also submitted was a dissenting statement of

Governors Robertson and Mitchell regarding the proposed holding com-

PshY and merger transactions.

Issuance of the orders and statement, together with the dissent-

State, was authorized. Copies of the documents, as issued, are

attached 
to these minutes as Items 6-9. A copy of the letter sent to

Rockbridge Bank & Trust Company approving its application for membership

in the Federal Reserve System is attached as Item No. 10.

Application of United Virginia Bankshares (Items 11-12). There

had 
been distributed drafts of an order and statement reflecting the

Board's approval on June 10, 1966, of the application of United Virginia

Bankshares Incorporated, Richmond, Virginia, for permission to acquire

80 Per cent or more of the voting shares of Spotswood Bank, Harrisonburg,

Virginia, following its conversion from Harrisonburg Loan & Thrift Cor-

Poration.

Issuance of the order and statement was authorized. Copies of

th
e documents, as issued, are attached to these minutes as Item 11-12.

Messrs. Shay, Hooff, Egertson, Lyon, and Smith, and Mrs. Heller

then withdrew from the meeting.
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Reorganization of data processing. There had been distributed

three memoranda from the Division of Data Processing, with a transmittal

memorandum dated July 20, 1966, regarding proposals for the reorganiza-

tion of that Division and handling of responsibilities for data process-

ing.

At Governor Robertson's suggestion, consideration of these

memoranda was deferred until the Board meeting on Tuesday, August 2.

Governor Maisel, who was to be away on that date, noted that he

had had certain initial reactions to the memoranda. First, the Board

did not have before it any documentation reflecting the reactions of

Other divisions of the Board's organization that would be directly

affected by the proposals. He also suggested that there should be some

clarification of the magnitude of the costs involved in the proposals,

both at the Board and System-wide. Furthermore, there were some signif-

icarv.
L questions involved with respect to the operation of the proposed

osed shop" organization, for example, would users of the equipment

et the same quality of service as if they were given direct access to

the 
computer? With respect to this last point, Governor Maisel stressed

that if the proposed reorganization were to be effected, this should be

14itill the understanding that there would be close and continuing surveil-

1"ce of the operation with a view to prompt organizational changes if

Sign .
ficant problems arose. He added that he recognized the problem

Of
balancing the interests of users against a realistic allocation of

Cl
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available resources. One possible solution to this area of potential

controversy would be the establishment of a type of costing system so

that users would have some tangible evidence of whether their demands

0/1 facility use were reasonable.

Governor Brimmer observed that the proposals seemed to embody

a fundamental departure from the traditional role of the data processing

function as a supporting service, transforming it into a primary oper-

ating activity. He was concerned that this might result in an emphasis

On production-oriented activities to the detriment of experimental and

exPloratory uses of the equipment. Before the Board considered the

PtoPosal, he felt other divisions of the Board that would be affected

should be requested to submit written views.

It was agreed that written submissions should be furnished by

other interested divisions by the end of the week, thereby providing

an °PPortunity to evaluate the comments before taking the subject up

again at the August 2 meeting.

Mr. Byrne observed that his Division was under extreme pressure

because of the impending delivery of the new IBM 360 system equipment.

Incident to the transitional planning, it would be necessary to begin

contracting out some phases of the Division's work. He suggested that

the I)ivision be authorized to commence negotiations for contract work
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Items carried over to subsequent meetings of the Board. It was

agS.10.1 that the following items, scheduled for consideration at this

meeting, would be deferred for discussion at a later date:

(1) At the request of Governor Mitchell, a distributed memo-

randum from Mr. Farrell dated July 21, 1966, regarding improvements in

check collection and other related procedures was carried over to the

meeting on Wednesday, July 27.

(2) At Governor Brimmer's suggestion, a memorandum from the

Division of Personnel Administration and the Board's Equal Employment

C/PP°rtunity Officer, dated July 22, 1966, to which was attached a draft

of statement to be transmitted to the Civil Service Commission relating

to the Board's employment program, was carried over to a subsequent

meeting of the Board. Governor Brimmer indicated that he had a number

of 
suggestions to make with respect to this report, which he thought

could develop it into an improved document.

All members of the staff except Messrs. Sherman, Kenyon, and

Joh son then withdrew.

General pay increase (Item No. 13). There had been distributed

memorandum from the Division of Personnel Administration dated July 21,

1966, recommending that the Board approve a revision of its regular salary

schedule retroactive to July 3, 1966, corresponding to the basic compen-

sation rates established by the Federal Employees Salary Act of 1966,

14hich had now been signed by the President. The memorandum also recom-

Illeflded that the changes in fringe benefits provided by this Act be approved

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



2643

7/25/66 -10-

by the Board for its employees and retirees (including the increased

contribution for health insurance) and that corresponding changes be

made in the Board Plan of the Retirement System of the Federal Reserve

Ranks, with appropriate funding of the cost of a 10 per cent increase

in the annuities of certain widows and widowers.

The memorandum proposed that, subject to the approval of the

Board member in charge of internal administrative affairs, the Personnel

1)1-vision be responsible for making adjustments in the per diem and hourly

rates of employees serving on a when-actually-employed basis. It also

Proposed that the Office of the Controller and the Personnel Division

use Government regulations and interpretations as guides in deciding

questions of administration and procedure.

The Board approved unanimously the recommendations in the memo-

randum, a copy of which is attached as Item No. 13.

Such action had been recommended in a memorandum from Governor

ShePardson to

Illended, as to

julY 3, 1966,

the Board members dated July 20, 1966, which also recom-

salaries of the Board's official staff, that effective

such salaries be increased 2 per cent, rounded to the

nearest $50, with a maximum of $500, and that applicable fringe benefits

Provided by the Federal Employees Salary Act of 1966 likewise be made

aPPlicable to members of the official staff. The memorandum noted that

thet—
recommendations were in line with views expressed at a preliminary

discussion at the Board meeting on July 13 and that the proposed salary

increases would not include any merit adjustments.
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Governor Shepardson's recommendations with reference to the

official staff were approved unanimously. There are listed below the

official staff, effectiveannual salaries approved for members of the

July 3, 1966, pursuant to this action.

Board Members' Offices

Ralph A. Young $28,000
Robert C. Holland 26,500
Robert Solomon 25,500

Charles Molony 25,000
Robert L. Cardon 23,950
Clarke L. Fauver 20,650

Secretary's Office

Merritt Sherman 27,000

Kenneth A. Kenyon 22,950

Arthur L. Broida 21,400
Karl E. Bakke 20,150

Elizabeth L. Carmichael 16,300

Legal Division

Howard H. Hackley 27,000

David B. Hexter 25,500

Thomas J. O'Connell 25,000

Jerome W. Shay 21,400

Wilson L. Hooff 19,150

Research and Statistics

Daniel H. Brill 27,000

Albert R. Koch 26,500
3. Charles Partee 25,500

Frank R. Garfield 23,450

Kenneth B. Williams 22,950

Tynan Smith 21,400

Stanley J. Sigel 20,900

Stephen H. Axilrod 20,400

Lyle E. Gramley 20,400
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International Finance 

Robert L. Sammons $23,950
A. B. Hersey 23,450

Samuel I. Katz 22,450

John E. Reynolds 22,450
Reed J. Irvine 21,400

Ralph C. Wood 21,400

Bank Operations 

John R. Farrell
John N. Kiley, Jr.
M. B. Daniels

Examinations 

Frederic Solomon
Brenton C. Leavitt
Glenn M. Goodman
James C. Smith
Andrew N. Thompson
Lloyd M. Schaeffer

Personnel Administration 

Edwin J. Johnson
John J. Hart

Administrative Services 

Joseph E. Kelleher
Harry E. Kern

Controller's Office 

John Kakalec

Defense Planning 

Innis D. Harris

Data Processing 

Lawrence H. Byrne, Jr.
Lee W. Langham

25,500
20,900
19,650

26,000
22,950
20,900
20,400
20,400
20,400

24,500
16,850

21,400
16,300

17,350

22,450

20,400
17,350

2645
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Participation in symposium. As requested in a memorandum from

Mr- Katz of the Division of International Finance dated July 6, 1966,

then oard authorized Helen B. Junz of that Division to accept an invita-

tion to participate in a symposium to be held at the College of Europe

in Bruges, Belgium, on March 16-18, 1967. The Board authorized payment

of Mrs. Junz's transportation expense with the understanding that she

accept no honorarium from the College of Europe and that the

College would pay her local expenses in Belgium during the period of

the meetings.

The meeting then adjourned.

Secretary's Note: Governor Shepardson
today approved on behalf of the Board

the following items:

tem Letter to the Federal Reserve Bank of New York (copy attached asI
- approving the appointment of Joseph W. Jolly and Ernest K.

4,4rlus as assistant examiners.

It Letter to the Federal Reserve Bank of Chicago (copy attached as

- approving the appointment of Patrick J. Tracy as examiner.

Secreta y
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Safe Deposit Bank and Trust Company,

Springfield, Massachusetts.

Gentlemen:

Item No. 1

7/25/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 25, 1966

The Board of Governors of the Federal

Reserve System approves the establishment by

Safe Deposit Bank and Trust Company, Springfield,

Massachusetts, of a branch at the northeast

corner of the intersection of New Robbins Road

and Cottage Street, Springfield, Massachusetts,

provided the branch is established 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.)
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

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

Gentlemen:

Item No. 2
7/25/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 25, 1966

The Board of Governors of the Federal Reserve
System approves the establishment by Wells Fargo Bank,
San Francisco, California, of a branch in the vicinity
of the intersection of Paseo Padre Parkway and Mowry
Avenues, Fremont, California, provided the branch is
established 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.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, 0. C 20551

Board of Directors,
Chemical Bank New York
Trust Company,

New York, New York

Gentlemen:

Item No.
7/25/66

A DRESS arriciAL CORRESPONDENCE

TO THE SWARD

July 25, 1966

The Board of Governors of the Federal Reserve

System extends to August 14, 1967, the time within which

Chemical Bank New York Trust Company, New York, New York,
may establish a branch at 130 William Street New York,
New York.

• 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

Philadelphia International
Investment Corporation,

P. 0. Box 7618,
Philadelphia, Pennsylvania.

G
entlemen:

19101

Item No. 4
7/25/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 25, 1966.

The Board of Governors of the Federal Reserve System
f.,rants its permission for Philadelphia International Investment

'4rPoration, Philadelphia, Pennsylvania, pursuant to the provisions
_(,)f Section 25(a) of the Federal Reserve Act, to establish a branch
in London, England, to be located at 37, Queen Street, London, E.C.4,

Tid to operate and maintain such branch subject to the provisions
uf such section and of Regulation K.

Unless the branch is actually established and opened for
business on or before July 1, 1967, all rights granted hereby shall
!)_e deemed to have been abandoned and the authority hereby granted

'4111 automatically terminate on that date.

With respect to the establishment of foreign branches,

funds provided by home office (whether in the form of allocated cap-
ital3 advances, or otherwise) should be regarded as foreign assets
for purposes of the voluntary foreign credit restraint effort.

Reserve Bank 
inform the Board of Governors, through the Federal

The 
Bank of Philadelphia, when the branch is opened for business.

, Board should also be promptly informed of any future change in
tocation of the branch in London.

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

Board of Directors,
Georgia Railroad Bank & Trust Company,
701 Broad Street,
Augusta, Georgia. 30902

Gentlemen:

Item No. 5
7/25/66

ADDRESS orriciAL CORRESPONDENCE

TO THE BOARD

July 26, 1966

This refers to the Board's letter of January 18, 1966,
in which approval was given to a proposed investment of $70,000.00
in bank premises by Georgia Railroad Bank & Trust Company, for
expansion of facilities at two branches. The Board's approval was

ta.180 requested for investments covering similar projects already

us8un at the bank's head office and at two other branches.

In order to remove any doubts as to legal authority for

Past investments in bank premises by Georgia Railroad Bank & Trust

eftpany, the Board hereby gives its approval of expenditures
tQtaling $5,905,000 representing investments in bank premises
occasioned by projects at the head office, the Fort Gordon Branch,
and the Daniel Village Branch.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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Item No. 6
7/25/66

UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, De C.

14 the Matter of the Application of

ROCXBRIDGE BANK & TRUST COMPANY,
L
EXINGTON, VIRGINIA,

!4r approval of merger with Rockbridge
Ilational Bank of Lexington, Lexington,Virginia.

ORDER APPROVING MERGER OF BANKS

There has come before the Board of Governors, pursuant 
to

the Bank Merger Act, as amended (12 U.S.C. 1828(c), Public Law 89-356),

44 aPPlication by Rockbridge Bank & Trust Company, Lexington, Virginia,

4 Proposed new bank, for the Board's prior approval of the merger of

that
bank and Rockbridge National Bank of Lexington, Lexington, Virginia,

44det 
the charter and title of the Rockbridge Bank & Trust 

Company. As

cident to the merger, the two offices of Rockbridge National Bank

"Le ington would become the offices of the resulting bank. Notice

of the Proposed merger, in form approved by the Board, has been pub-

lished
pursuant to said Act.

Upon consideration of all relevant material in the light of

actors set forth in said Act, including reports furnished by the
the

(411Ptrnii-.Ler of the Currency, the Federal Deposit Insurance 
Corporation,
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and the Attorney General on the competitive factors involved in the

Proposed merger,

IT IS HEREBY ORDERED, for reasons set forth in the Board's

St
atement accompanying its Order of this date concerning the acquisition

of Rockbridge Bank & Trust Company by United Virginia Bankshares

Incorporated, Richmond, Virginia, that said application for merger be

and hereby is approved, provided that said merger shall not be con-

snalmated (a) before the thirtieth calendar day following the date of

this 
Order nor (b) later than three months after said date.

Dated at Washington, D. C., this 26th day of July, 1966.

By order of the Board of Governors.

Voting for this action: Chairman Martin, and
Governors Shepardson, Daane, and Maisel.

Voting against this action: Governors Robertson
and Mitchell.

Absent and not voting: Governor Brimmer.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

(sRAL)
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UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Natter of the Application of

UNITED
VIRGINIA BANKSHARES INCORPORATED,

RI
CHMOND, VIRGINIA,

for 
sh 

approval of the acquisition of voting
Le taes of Rockbridge Bank & Trust Company,'
xington, Virginia.

1

ORDER APPROVING APPLICATION UNDER

BANK HOLDING COMPANY ACT

There has come before the Board of Governors, pursuant to

section 3(a) of the Bank Holding Company Act of 1956 (12 U.S.C. 1842(a),

41:actided by Public Law 89-485), and section 222.4(a) of Federal Reserve

Re
gulation Y (12 CFR 222.4(a)), an application by United Virginia

Ilankshares Incorporated, Richmond, Virginia, a registered bank holding

ec3s1PanY, for the Board's prior approval of the acquisition by Applicant

() at least 90 per cent of the voting shares of Rockbridge Bank & Trust

Cott

PanY, Lexington, Virginia, a proposed new bank into which would be

Mero

be' Rockbridge National Bank of Lexington, Lexington, Virginia.

Rave

In accordance with section 3(b) of the Act, the Board

1/ritten notice to the Commissioner of Banking for the Commonwealth
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of Virg•inia of receipt of the application and requested his views

and recommendation thereon. The Commissioner recommended approval

of the application.

Notice of receipt of the application was published in the

Peders1 Register on April 20, 1966 (31 Federal Register 6080),

Providing an opportunity for interested persons to submit comments

and views with respect to the proposed acquisition. The time for

41.ing such comments and views has expired, and all those received

have been considered by the Board.

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

hatd ts Statement of this date, that said application be and hereby

IS approved, provided that the acquisition so approved shall not be

eonanzmated (a) before the thirtieth calendar day following the date
Of

this Order nor (b) later than three months after said date, and

that the Rockbridge Bank & Trust Company shall be opened for business

"t later than three months after date of this order.

Dated at Washington, D. C., this 26th dny of July, 1966.

By order of the Board of Governors.

Voting for this action: Chairman Martin, and
Governors Shepardson, Daane, and Maisel.

Voting against this action: Governors Robertson
and Mitchell.

Absent and not voting: Governor Brimmer.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

(Stk.)
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Item No. 8
7/25/66

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY UNITED VIRGINIA BANKSHARES INCORPORATED,

RICHMOND, VIRGINIA, FOR APPROVAL OF THE ACQUISITION

OF VOTING SHARES OF ROCKBRIDGE BANK & TRUST COMPANY,

LEXINGTON, VIRGINIA.

STATEMENT

United Virginia Bankshares Incorporated, Richmond,

Vir
a ("Applicant"), a registered bank holding company, has filed

tlith

the Board, pursuant to section 3(a) of the Bank Holding Company

Act of
1956, amended by Public Law 89-485 ("Holding Company Act"), an

„PI)11.cA
-u4on for approval of the acquisition of at least 90 per cent of

°ting shares of Rockbridge Bank & Trust Company, Lexington, Virginia,
the v

4 h
erohn
"sed new bank. Applicant also has applied for the admission of

1),0ekb
dge Bank & Trust Company to membership in the Federal Reserve

and proposes to merge the Rockbridge National Bank of Lexington,
Sy

te

On, Virginia, into the Rockbridge Bank & Trust Company. Incident
to

0 te

the Illerger proposal, Rockbridge Bank & Trust Company has applied,
Ptirati

ant to the Bank Merger Act (12 U.S.C. 1828(c), as amended by
bite

La, 89-356) ("the Merger Act"), for the Board's prior approval

°f the
Proposed merger under the charter and title of Rockbridge Bank

`Company. Applicant intends to operate the existing main office

sin6te branch of Rockbridge National Bank of Lexington as the main

e and branch of the resulting merged institution.
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'flg Company Act of 1956, as amended, and the provisions of the

a r Act, 
the Board may not approve a proposed transaction that

2657
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Views and recommendations of Governmental authorities. -
A

equired by section 3(b) of the Holding Company Act, the Board

ri°tified the Virginia Commissioner of Banking of receipt of the

"cation under that Act and requested his views and recommendation

thete". The Commissioner recommended approval of the application and

4411sed that the State Corporation Commission had approved the procedure
itiwo

viNed in Applicant's plan.

As required by the Merger Act, the Board notified the
114.

Attorney General, the Federal Deposit Insurance Corporation, and
the ,
'°mPtroller of the Currency of receipt of the application and
Nue 

sted them to furnish reports on the competitive factors involved

in the
- merger proposal. All three of said Governmental authorities

ported to the Board that competition would not be adversely affected

ummation of Applicant's plan herein.

Statutory factors. - Under both section 3(c) of the

tesult
411111

ticm or conspiracy to monopolize or to attempt to monopolize
the b

illeas of banking in any part of the United States. Nor may

taard 
approve any other proposed acquisition or merger, the effect

" 
in any section of the country, may be substantially to lessen

in a monopoly or would be in furtherance of any
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competition or tend to create a monopoly or that would be in restraint

of trade, unless the Board finds that the anticompetitive effects of

the Proposed transaction are clearly outweighed in the public interest

by
the probable effect of the transaction on the convenience and needs

of the community to be served. Both statutes require the Board to con-

sider also the financial and managerial resources and future prospects

°f the existing and proposed institutions, and the convenience and needs

Of the community to be served.

Because of the identity of statutory criteria in the respective

tatute
s and in order to avoid repetition, the facts pertinent to both

the holding company and merger proposals are discussed in common.

Substance of the proposal. - Under Applicant's proposal, the

POPosed merger will not be effected unless Applicant's acquisition of

the Rockbridge Bank & Trust Company is approved. The practical effect

Of the over-all plan is the acquisition by Applicant of the two offices

Of the existing Rockbridge National Bank of Lexington ("the Bank').

14 these circumstances, while consideration has been given to the facts

iti,
&elation to the statutory criteria in both Acts, the Board's Statement

here.
14 is couched principally in terms of its consideration of the

application filed pursuant to the Holding Company Act.

Competition. - In terms of banking deposits controlled

atD 1/,
oember 31, 1965, Applicant is the largest bank holding

less otherwise indicated, all banking data are es of this date.
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c°mPanY and banking organization in Virginia. Consummation of the

Proposal herein would increase Applicant's control of total deposits
2/in V

irginia from 12.1 to 12.3 per cent. Combined, the four bank

hold
Lig company groups operating in Virginia would control 27.7 per

cent of such deposits, an increase of .2 per cent from their present

cotittr01. It appears that the three largest independent banks in

Vitginia control about 26 per cent of the total deposits of banks in
the 

State.

In Rockbridge County, the proposed acquisition would result

itt 
-FPLicant's control of approximately 23 per cent of the total

de 3/

P"its, and Bank would be Applicant's only subsidiary operating
in K.,

"Lls county. Almost 19 per cent of deposits in the county are con-

trolled by the three offices of the two subsidiaries of Financial

Cenetal 
Corporation, a bank holding company that controls 10 banks

(32 beliking offices) in Virginia with combined deposits of about

225iflj0fl There are four other banks (with a combined total of

41ne b
anking offices)

The.
Spot:se figures have been adjusted to include the deposits of the
liarr4-"od Bank, Harrisonburg, Virginia (to be converted from the
boriC. 

is
s nburg Loan & Thrift Corporation, Harrisonburg, Virginia), which

given ,
o 

tobe acquired by Applicant, pursuant to approval of the Board
' °Y Order of this date.
inf

tottt °rmat ion with respect to deposits of banks and branches in the
ttirtlY and primary service area is based on June 1964 data. The
tarlic7Y service area is the area from which Applicant estimates thatr,cQt „`. el-ved 82 per cent of its deposits of individuals, partnerships,

--t
poration3.

operating in the county, including four offices
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f First National Exchange Bank of Virginia, Roanoke (a bank with total

(14c/sits of $273 million), and an office of Virginia National Bank,

i'l°t101k (a bank with total deposits of approximately $489 million).

Su National Exchange Bank of Virginia and Virginia National Bank,

14°rf°1k control, respectively, over 30 per cent and almost 15 per cent

Of the deposits in the county.

The primary service area of Bank, with an estimated population

Of about 
21,000, includes the cities of Lexington and Buena Vista and

eettain other nearby communities in the southern part of Rockbridge County.

1a eddi--tion to the six banking offices located in the City of Lexington,

(t140 Of 
each of Bank, First National Bank of Lexington, and First

Natio
nal Exchange Bank of Virginia), there are located in Bank's

Prita
rY service area the Peoples Bank of Buena Vista, Inc. (a subsidiary

Of p4
'nancial General Corporation), one branch of the Virginia National

114k) Norfolk, Virginia, and two additional branch offices of First

Nati ,
°-ai- Exchange Bank of Virginia. The record shows that, in its pri-

ra4Y service area, Bank controls 27 per cent of total bank deposits; the
five

Nati

br
anches of the two independent banks competing in this area (First

°nal Exchange Bank of Virginia and Virginia National Bank, Norfolk)

t4ether control 52 per cent of such deposits; and the two subsidiaries
Of pi

'nencial General Corporation control 21 per cent.

On the basis of the foregoing data, it is the Board's

j"graent--- that consummation of the proposal herein would not result in
stich

efltrol of bank deposits by Applicant, by all holding companies in
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the State, or by the seven largest banl-ing organizations combined, as

17c/uld constitute an undue concentration of banking resources in the State.

4twould consummation of the proposal result in such undue concentration

thanking resources in any of the local areas involved as would preclude

aPProval of the subject applications.

Considering next the extent to which Applicant's cwnership of

the stock of the Bank would eliminate existing competition or foreclose

futurC 
competition between Bank and Applicant's subsidiaries, the Board

fitws 
that these considerations present no bar to approval of the applica-

tion
s 
herein. The record shows that the primary service area of Bank is a

Cotitslderable distance from any office of Applicant's subsidiaries; the

bsidiary closest to Bank is First National Trust and Savings Bank of
tyrt

burg, which is located 46 miles southeast of Lexington, with the Blue

Ridge m
ountains serving as a natural barrier between the two cities and

Ilith no major roads connecting them; and the subsidiary next closest to
4tlik is State-Planters Bank of Commerce and Trusts, Richmond, located

133 miles to the east. An analysis of Applicant's statement of origin
Of Tpc

deposits of Bank and Applicant's two closest subsidiaries, of the

trust a
ccounts of these banks, and of their loans demonstrates that compe-

titioq 
between Applicant's subsidiaries and Bank is insignificant.

In its primary service area, Bank with deposits of approximately

9..5 million competes with two banks (with combined deposits of approx-
1
t44telY $7 million) that are subsidiaries of Financial General Corporation.

1341.1k
competes 

also with the aforementioned four branches of the First

4tiotlal 
E:tchange Bank of Virginia and single branch of Virginia

Ilatioriai 
Bank, Norfolk. The acquisition herein proposed would not

the number of offices serving the local area. Inasmuch as
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APPlicant's plan contemplates that Rockbridge Bank & Trust Company is not

to be opened unless the proposed merger is effected, it follows that the

terger would not eliminate any competing banking office. It is reasonable

to conclude from the record that consummation of Applicant's proposal would

"t diminish existing competition in any of the areas concerned nor preclude

future competition therein. This conclusion of the Board accords with the

f°rementioned views and recommendations submitted to the Board by the

suPervisory authorities. Further it appears that consummation of Applicant's

Plan would enhance Bank's ability to compete with the branches of the two

itidePendent and much larger banks operating in the area and with the two

banks already affiliated with a large bank holding company, and that the

bus4-
'uesses and residents in the local areas involved would be the bene-

fioiaries of this increased competition.

In the light of the foregoing considerations and all the facts

the record, the Board concludes that consummation of the subject pro-

P°8a1 would not result in a monopoly nor be in furtherance of any com-
binatim

01 or conspiracy to monopolize or to attempt to monopolize the
business

fitld 
8 that

cotPe itit---on, tend to create a monopoly, nor operate in restraint of trade.

Appli
cant became a bank holding company in January 1963. Its holding

tom--Yen
Y sYstem is composed of seven banks with approximately $593 million

14
tel. deposits at December 31, 1965. Applicant's financial

of banking in any part of the United States. The Board further

consummation of the subject plan would not substantially lessen

Financial and managerial resources and future prospects. -

Thiopot s does not include about $21 million of deposits of the proposed
s ood Bank.
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°I1 the

reslurces and prospects are satisfactory, due primarily to the

setisfactory resources and prospects of its subsidiary banks. Appli-

cantls management is regarded as well qualified and experienced.

Rockbridge National Bank of Lexington, with its single

blrarIch office and deposits of about $9.5 million is located in the

Clit of Lexington, whiPh has an estimated population of 7,500. The
Batik

was organized as a State bank in 1886 and converted to a national

charter in 1914. The facts in the record show that Bank's growth has
been

satisfactory and that its financial resources and prospects also
are
'atisfactory. Its management appears to be adequate but the record

sugc,
4*'"tS that Bank will soon encounter certain management problems,

inG a shortage of capable personnel, and will experience
diffi

cultY in recruiting suitable executive officers. Inasmuch as

the Proposed affiliation would provide an assured method for strengthen-

1n's management and providing capable succession as needed, these

eatIlliderations lend some slight weight toward approval.

On the basis of the foregoing, the Board concludes that the

e(kIsid
e- 
r
ations above mentioned relating to the banking factors are

'stent with and weigh slightly in favor of approval of Applicant's

111%q)osal.

LO---nvenience and needs of the communities to be served. --
Pro

Posed affiliation may be expected to have little, if any, effect

convenience and needs of the communities served by Applicant's
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5/
Present SubsidiariesT Rather, the principal effect, hereafter

discussed, would be in the area served by Bank.

Applicant urges, in favor of approval, that it can and is

readY to assist Bank in (1) expanding upon and improving existing

trust 
services; (2) instituting a wide array of enumerated lending

services; and (3) implementing certain improvements, particularly

ith respect to the procurement and training of personnel, the

fur.s.
"lshing of expert investment advice, and the use of modern

liting and accounting procedures. The Board is satisfied that

Ann,.
s assistance with respect to the said services would prove

berief.
le141, not only to Bank, but also, in certain respects, to the

raaid ents and businesses in its primary service area, by virtue of

tit
Prove ment in the scope and nature of banking services available

to th
em. While the prospects of Applicant's assistance in the

aforementioned respects are consistent with and weigh toward approval

'der 
the factor of convenience of the area concerned, the affirma-

tive 
veight engendered by such prospects is lessened by the absence

the 
record of evidence indicating that any of the area's basic

ba"ing needs are unserved.

111 s
Nto 

4 
pni- true also with respect to the area to be served by the

58 ;.:"d Spotswood Bank. This institution will be located about
alte-a cs from Bank and the record indicates that their service
t0111„8 1 not overlap, and there is no present or potential

Fetition between them.
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In the light of the factors set forth in the Holding Company

44d Merger Acts, and on the basis of the relevant facts in the record

before the Board, it is the Board's judgment that the subject proposal

4 in the public interest and that the application for the merger as

Proposed and for the acquisition by Applicant of the merged bank

811041d, therefore, be approved.

26, 1966.
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Item No. 9
7/25/66

DISSENTING STATEMENT OF GOVERNORS ROBERTSON AND MITCHELL 

Inour judgment, the evidence of record in this case does

aet support the finding of the majority that consummation of Applicant's

Pr°Posal would be in the public interest within the meaning of the Bank

licilding Company Act.

At the present time, the residents and businesses in

text
ngton have available the Rockbridge National Bank of Lexington,

4 re
latively small, local independent bank, and two offices each of a

diary of Financial General Corporation (a bank holding company),

art 
d °f the First National Exchange Bank of Virginia, Roanoke, Virginia.

The
evidence reflects, and the Board so found, that in all major

res„
"cts the banking requirements of the Lexington area are being

served adequately by existing institutions. Nothing of a compelling

44ture with respect to the condition or operations of the Rockbridge

Natio
-nal Bank of Lexington has been shown to suggest a need for approval

cf A
pplicant's proposal. Bank, although relatively small in compar-

iso4 
vith its competitors, is shown to be a viable institution,

having experienced a satisfactory growth, with similarly satisfactory

financial resources and prospects. While there is some evidence of

Potential management succession problem in Bank, in our judgment

the record reflects a reasonably satisfactory management condition.

The f
-°regoing findings, substantially similar to those made by the

herd , certainly establish no premise for the conclusion that the
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Public 
interest would be served by approval of the proposed bank

holding company acquisition.

On the contrary, it is our opinion that consummation of

this proposal cannot be reconciled with the legislative mandate

contained in the Bank Holding Company Act that the Board, in every

case, take into consideration the convenience and needs of the

con,
—.unity to be served.

tilt)

We believe that there are obvious advantages to the

ccrununities involved in preserving the option now available to them,

riaraely, recourse to at least one local independent bank. Absent

ecItIr.llelling circumstances not evidenced in this case, removal of this

bani„
'ng source not only fails to serve the convenience, needs, and

Ilelfare of the communities affected, but constitutes, in our judgment,

at,egrettabie disservice.

JnlY 26, 1.966.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Board of Directors,
Rockbridge Bank & Trust Company,
Lexington, Virginia.

G
entlemen:

Item No. 10
7/25/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 26, 1966

The Board of Governors of the Federal Reserve System

.1)Proves the application of Rockbridge Bank & Trust Company,

itexington, Virginia, for stock in the Federal Reserve Bank of

4ichmond, subject to the numbered conditions hereinafter set

forth:

1. Such bank at all times shall conduct its business

and exercise its powers with due regard to the safety

of its depositors, and, except with the permission of

the Board of Governors of the Federal Reserve System,

such bank shall not cause or permit any change to be

made in the general character of its business or in

the scope of the corporate powers exercised by it at

the time of admission to membership.

2. The net capital and surplus funds of such bank sh
all

be adequate in relation to the character and conditi
on

of its assets and to its deposit liabilities and 
other

corporate powers.

3. At the time of admission to membership, such bank sh
all

have paid-in and unimpaired capital stock of not less

than $150,000 in order to comply with Federal statut
es.

4. That Rockbridge National Bank of Lexington, Lexington,

Virginia, shall have been merged into subject bank.
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Rockbridge Bank & Trust Company -2-

The Board also approves the establishment and operation
by the resulting State member bank of the branch office now operated
by Rockbridge National Bank.

In connection with the foregoing conditions of membership,

Particular attention is called to the provision of the Board's

Regulation H, regarding membership of State banking institutions in

the Federal Reserve System, with special reference to Section 208.7
thereof. A copy of the Regulation is enclosed.

4

If at any time a change in or amendment to the bank's charte
r

is made, the bank should advise the Federal Reserve Bank, furnishing

copies of any documents involved, in order that it may be determined

Whether such change affects in any way the bank's status as a member

of the Federal Reserve System.

Acceptance of the conditions of membership contained in this

letter should be evidenced by a resolution adopted by the board 
of

directors after the bank's Certificate of Authority to Commence 
Business

nas been issued. A certified copy of such resolution, together with

,dvice of compliance with the provisions of conditions numbered 3
 and

4, should be transmitted to the Federal Reserve Bank of Richmond.

The time within which admission to membership in the 
Federal

Reserve System in the manner described may be accomplished is 
limited

t° 90 days from the date of this letter, unless the 
bank applies to

the Board and obtains an extension of time. When the Board is advised

that all of the requirements have been complied with and that 
the

1:Ppropriate amount of Federal Reserve Bank stock has been 
issued to the

ank, the Board will forward to the bank a formal certif
icate of

membership in the Federal Reserve System.

Since Rockbridge Bank & Trust Company will be 
operating under

the
same management as operated the Rockbridge National 

Bank, it is

2ssumed that you are acquainted with the officers of the 
Federal Reserve

lank of Richmond and the services offered by the System. 
The Board of

t°vernors sincerely hopes that you will continue to find 
membership in

ne System beneficial and your relations with the Reserv
e Bank pleasant.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,

Assistant Secretary.

flelosure.
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Item No. 11
7/25/66

UNITED STATES OF AMERICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

WASHINGTON, D. C.

In the Matter of the Application of

IIITED VIRGINIA BANKSHARES INCORPORATED,''ICIILIOND, VIRGINIA,
v aPProval of the acquisition of
trqing shares of Spotswood Bank,
qatrisonburg, Virginia.

Bee

ORDER APPROVING APPLICATION UNDER
BANK HOLDING COMPANY ACT

There has come before the Board of Governors, pursuant to

ti" 3(a) of the Bank Holding Company Act of 1956 (12 U.S.C. 1842(a),
as 

amended, Public Law 89-485), and section 222.4(a) of Federal Reserve

t aation y (12 
CFR 222.4(a)), an application by United Virginia

4nksheras
Incorporated, Richmond, Virginia, a registered bank holding

°11111aaY, for the Board's prior approval of the acquisition of 80 per

Qant or 
'fore of the voting shares of Spotswood Bank, Harrisonburg,

uhich, prior to the acquisition of stock, is to be converted
l!oril 

Har
risonburg Loan & Thrift Corporation, Harrisonburg, Virginia.

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

the

Cottis

malissioner of Banking for the Commonwealth of Virginia of receipt

aPPlication and requested his views and recommendation.

si°ner recommended approval of the application.

The
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Notice of receipt of the application was published in the

Register on May 5, 1966 (31 Federal Register 6760), which

1)1ivided an opportunity for submission of comments and views regarding

the
Proposed transaction. Time for filing such views and comments has

etP44ed and all those filed with the Board have been considered by it.

IT IS HEREBY ORDERED, for the reasons set forth in the Board's

tatement of this date, that said application be and hereby is approved,

111311ided that the acquisition so approved shall not be consummated

(a) before the thirtieth calendar day following the date of this Order

Or 03)
later than three months after said date.

Dated at Washington, D. Co, this 26th day of July, 1966.

By order of the Board of Governors.

Voting for this action: Chairman Martin, and
Governors Robertson, Shepardson, Mitchell, Daane,
and Maisel.

Absent and not voting: Governor Brimmer.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

( SEAL)
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Item No. 12
7/25/66

BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM

APPLICATION BY UNITED VIRGINIA BANKSHARES INCORPORATED, RICHMOND,
VIRGINIA, FOR APPROVAL OF THE ACQUISITION OF SPOTSWOOD BANK,

HARRIS ONBURG, VIRGINIA

STATEMENT

United Virginia Bankshares Incorporated, Richmond, Virginia

("APPlicant"), a registered bank holding company, has filed with the

4a", pursuant to section 3(a) of the Bank Holding Company Act of

1956) amended by Public Law 89-485 ("the Act"), an application for

12'Pro‘ral, of the acquisition of at least 80 per cent of the voting
8110
" Of Spotswood Bank, Harrisonburg, Virginia, a proposed commercial

batik 
vhich will be the successor to Harrisonburg Loan & Thrift

Cox,
vorat ion, an industrial loan corporation. The conversion of the

/atter 
into a commercial bank is contingent upon approval of this

aPPlication, and the two institutions are hereafter referred to

ttltetc
hangeably as "Bank".

Applicant's holding company system is comprised of
1/

sQllen Subsidiary banks, which at December 31, 1965, operated 59 bank-

ces and held deposits aggregating $593 million. Its largest

1
clate. s8 otherwise indicated, all banking data noted are as of this
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subsidiary bank, State-Planters Bank of Commerce and Trusts, Richmond,

Ilith deposits of $333 million, is the third largest bank in the State.

13ank, organized in 1925, operates a single office in Harrisonburg and

i8 the largest industrial loan association in Virginia. It has deposits

(If $21 million (herein, Bank's "certificates of investment" are treated

2/
as deposits), and its primary service area consists of the City of

Ilarr isonburg, Rockingham County, and portions of adjoining counties

"lin a 20-mile radius of Harrisonburg; the area has an estimated

Nklation of 65,000 persons.

Views and recommendation of supervisory authority. - As

41111red by section 3(b) of the Act, notice of receipt of the appli-

tatIcn was given to the State Commissioner of Banking, and his views

4td recommendation were requested thereon. The Ccmmissioner responded

4143tab1y to the proposal.

Statutory considerations. - Section 3(c) of the Act, as amended,

Ovid
es that the Board shall not approve this acquisition if it will

testa
t in a monopoly, or if it is in furtherance of any combination or

tOtis

Piracy to monopolize or to attempt to monopolize the business of

ng in any part of the Uaited States. Nor shall the Board approve
this

acquisition if the effect in any section of the country may be
sub

stantially to lessen competition, or to tend to create a monopoly,
Or

if
the transaction in any other manner would be in restraint of trade,

45rip4 al'ea from which approximately 75 per cent of Bank's deposits
"nate.
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unless the Board finds that the anticompetitive effects of the proposed

transaction are clearly outweighed in the public interest by the

Probable effect of the transaction in meeting the convenience and needs

Of the community to be served. In each case, the Board is required to

take into consideration the financial and managerial resources and

ftiture
Prospects of the bank holding company and the banks concerned,

a" the convenience and needs of the community to be served.

Competitive effect of proposed acquisition. - In terms of

total 
deposits of subsidiary banks, Applicant is the largest of four

bahL 
holding company groups operating in Virginia, and is the largest

banking organization in the State. Its subsidiary banks operate about
8
Per cent of the banking offices in Virginia and control about 12 per

cent of the deposits. The aggregate deposits held by Applicant's sub-

arY banks are not substantially greater than the deposits held by

each of the two largest independent banks in the State; they are about

deuble the amount of those under control of each of the other three
baniz

1317 t

holding company groups operating in Virginia and of those held

he State's third largest commercial bank. Within Bank's primary

8etvice area, in addition to Bank, there are located eight commercial
barq.

'8 operating a total of 19 offices. Bank, with deposits of

$21 raillion, controls about 13 per cent of the total deposits in its

stviee area. None of Applicant's subsidiary banks are situated in

11441°8 Primary service area; its nearest is in Lynchburg, approximately

1(1° aliles south of Harrisonburg. The Board has this date, however,
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approved an application by Applicant to acquire control of the

Rockbridge Bank & Trust Company, Lexington, which is 58 miles south

of 
Harrisonburg, but outside Bank's primary service area.

It is clear from the foregoing facts that at present no single

organization dominates banking operations in the State or within
bankinn,

13ank's primary service area, and, in the Board's opinion, that consumma-

tioa

foil

of Applicant's proposal will not result in such dominance. It

cAn from this that Applicant's proposal would not result in a

ra°110
P°1Y. Nor does it appear from the evidence before the Board that

APPli
caat t s proposal is in furtherance of any combination or conspiracy

to
'40P0lize or to attempt to monopolize the business of banking in

411YPart of Virginia.

None of Applicant's present subsidiary banks other than

Stat
rianters Bank of Commerce and Trusts, Richmond, derives any

tless from Bank's primary service area. Uith respect to State-Planters

tatlat, the record reflects that it had but 17 borrowers with loans
totaling $1.5

lecated

4ardls

Further, the major portion of the business which the Richmond

'1)414 der
ives from the Harrisonburg area consists of demand deposits

44'1 c°111mercial and industrial loans, while Bank competes principally

dePosits and consumer loans.

million and 11 depositors with accounts totaling $150,000

in Bank's primary service area. Those amounts do not, in the

Judgment, represent any significant competition between the two
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Regarding competition between Bank and Applicant's proposed

slibsidiary in Lexington, there is no apparency of any meaningful present

e41Petition, nor the reasonable likelihood of such potential competition.

The 
Lexington Bank is 58 miles from Harrisonburg and is separated from

liarrisonburg by the City of Staunton, which is larger than either

44:in-gton or Harrisonburg. Staunton contains offices of five commercial

bat*
`8, including offices of the State's two largest banks, a fact that

lA e
ns substantially the likelihood of any measurable present or potential

e°1111letition between banks located in Lexington and those located in

114rrisonburg.

Bank's affiliation with Applicant is not foreseen as having

44 'tlIrarse effect on the competitive abilities of other banks operating in

nnburg or in the larger primary service area. In addition to Bank,

eight
Offices of three banks are located in Harrisonburg. The three

bet,
t.8 range in size of deposits from $11 million to $28 million.

Outsid
-e of Harrisonburg, but within Bank's primary service area, the

4"-1lion Harrisonburg Bank operates four offices. In addition,

independent banks, with deposits ranging from $4 million to

operate a total of five offices, and Virginia National
S7 rrii

terlk
' Norfolk, the State's second largest bank, operates two offices.

tarik,

8 Harrisonburg competitors will not, in the Board's judgement,

c,e)tPeri
-floe undue competitive impact from Applicant's acquisition of

1110 of these competitors are larger than Bank; and the other is

siclinry of Financial General Corporation, a bank holding company
e qb
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controlling 10 banks in Virginia, operating 32 banking offices with

combined deposits of about $225 million. The four banks ranging in

size of deposits from million to $7 million appear to be well

estab 
lished and to have met effectively the competition offered by

local offices of the State's larger banking organizations.

Summarizing, the Board concludes that approval of Applicant's

acquisition of Bank offers no potential within any relevant area for

a substantial lessening of competition or tendency to create a monopoly.

4ther, the Board believes

1/ePosal will have the

BatIk's primary service

at 
Will enable it to

it likely that consummation of Applicant's

effect of increasing banking competition in

area inasmuch as Bank's conversion to a commercial

accept demand deposits, expand its lending activ-

Ilies, and generally broaden its range of service to the public, and

441 increase to nine the number of commercial banks in the area.

Financial and managerial resources and future prospects. 
-

Applicant 
became a bank holding company in January 1963. Despite its

telnti-voly brief history, considerations relating to its financial

terldit4
,on and prospects, including the satisfactory operating and 

growth

COr
Iseds of its subsidiary banks, arc regarded as satisfactory and con

-

siste
nt with approval of the application. Applicant's competent and

elletl-enced management is considered satisfactory.

Bank's financial condition is considered generally satisf
actory

Ilheq co
nsidering the proposed action by Applicant in (1) injecting

additional equity capital into Bank, thus raising its capital position
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to an acceptable level, and (2) retiring preferred stock and debentures

17hich Bank now has outstanding. Bank's prospects are considered

favorable, particularly in view of its ability upon conversion to a

c°nIzercial bank to compete for all types of ccmmercial banking business.

Uhile Bank's present management is considered to be satisfactory,

4PP11cant states that Bank's chief executive officer, who is principally

tesPonsible for much of Bank's recent substantial growth, will soon

curtail substantially his managerial activities in anticipation of re-

titement. Applicant asserts, and Bank's history of operations reflects,

that this occurrence will create in Bank a major management successor

am. While the Board believes that Bank's management succession

"4em is susceptible of resolution other than as proposed by Applicant,

the e%tent to which that solution is reasonably assured by Applicant's
ovme

rshiP and control of Bank constitutes a consideration weighing

t°Ilatd approval of the application.

Convenience and needs of the communities to be involved,

e the record reflects that industry continues to play an increasing
tO1e

in the economy of the Harrisonburg area, thus contributing to

aenet
al. economic growth, the record also reflects that the area's

19 ec
'zIllercial banking offices are serving adequately the major banking

4,Q4_
generated by that economic growth. With Bank's scope of financial

actj
ties restricted primarily to the acceptance of time deposits and

the
Illeking of consumer loans, it has served but a limited role in the

et040

expansion of the area. While Bank would continue to provide
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the aforementioned services following its acquisition by Applicant,

the convenience and welfare of the area's residents and businesses

1411 be substantially enhanced through Bank's ability to accept demand

Posits and to extend numerous additional commercial bank services.

Ihis consideration weighs toward approval of Applicant's proposal.

Summary and conclusion. - On the basis of the findings herein

set forth, the Board concludes that consummation of Applicant's proposal

141411d not have resulting adverse competitive consequences, but rather,

14(1111d likely increase banking competition in the relevant area, and

that considerations relating to the banking factors involved and to the

c°11111anience and needs of the communities to be served offer some weight

Ila" approval of the application.

In the light of the factors set forth in the Bank Holding

ectle,
vQ115, Act, and on the basis of the relevant facts of record, it is

th
Board's judgment that the subject proposal is in the public interest

erld that the application should be approved.

1.41Y 26, 1966.
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BOARD OF GOVERNORS

O r THE

FEDERAL RESERVE SYSTEM

9fRee Correspondence
'C) Board of Governors Subject:
Fro

Item No. 13
7/25/66

Date  July 21, 1966

General Adjustment of the

Division of Personnel Administration  Board's Regular Salary Schedule.

ACKGROUND

1966," 
Today we received copies of the "Federal Employees Salary Act of
as signed by the President.

This law adjusts the annual rate of compensation in all stepsof ea
ch grade in the Federal Government general salary schedule; retro-

%t.vei to the first day of the first pay period which begins on or after

I lY 1, 1966. The effective date for the Board, if approved, would be

'ulY 3, 1966.

all
In addition, this Act provides the following salary revisions;

r
eLfective the first day of the first pay period after enactment.

(1) Increases the maximum rate of overtime pay from the first

step of CS-9 to the same step of GS-10.

(2) Authorizes overtime pay for any period in excess (“- 8

hours in one day for clJssified employees with the exception

of employees in certain engineering and scientific

positions (there are no employees on the Board's staff

in these excepted positions).

(3) Provides for a premium of 25 per cent of daily base pay

for work on Sunday by any employee whose regularly

scheduled 5-day work week includes Sunday.

The Act also provides the following changes in fringe benefits.

(A) Effective July 18, the date of enactment of the pay bill:

(1) Eliminates the requirement that a child be dependent 

upon a Federal-employee parent in order to receive

a survivor annuity, and raises from 21 to 22 the

maximum age for student survivors to receive annuity

payment.

(2) Permits the widow of a Federal employee to continue

receiving her survivor annuity if she remarries after

attaining age 60, or to have her annuity reinstated

in the event a remarriage prior to age 60 is terminated.
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(3) Permits retirement on a full annuity at age 55 after

30 years' service and at age 60 after 20 years' service.

(B) Effective the first day of the second month (September 1, 1966)

following enactment of the pay bill:

Increases, by 10 per cent, the annuities of widows and

widowers of Federal employees who died or whose retirement

was based on a separation from service prior to

October 11, 1962.

(C) Effective commencing with the first day of the first pay period

beginning on or after the date of enactment (for the Board this

is July 31).

(1) Increases the Government's bi-weekly contributions to

the cost of health insurance coverage for employees

or annuitants to $1.62 for self only enrollment and

$3.94 for self and family provided that these contribu-

tions do not exceed 50 per cent of the subscription

charge. The Board's bi-weekly contributions would then

be $1.68 and $4.10 (formerly $1.30 and $3.12) including

a 4 per cent administrative charge paid by the employer.

(2) Increases the maximum age limit from 21 to 22 for health

insurance coverage for student children.

RECOMMENDATION

keeping with the Board's policy of maintaining a salary structure
m'er Its employees comparable to that of other agencies of the Federal Govern-

nt, it is recommended that the Board approve the following:

(1) Revision of the Board's Regular Salary Schedule 

Retroactive to July 3, 1966 in accordance with attached

table (Attachment 1) which corresponds to the basic

compensation rates established by the "Federal Employees 

Salary Act of 1966."

(2) It is also recommended that the changes in fringe

benefits provided by this Act be approved by the Board

for its employees and retirees (including the increased

contribution for health insurance); and the corresponding

changes in the Board's Retirement Plan, with appropriate

funding of the cost of the 10 per cent increase in the

annuities of widows and widowers.

In the connection with the implementations of these recommendations,,0_
/lowing administrative procedures are recommended, as in past

"tications of pay bill changes to pay rates of Board employees:
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(1) With the approval of the Board Member in charg
e of

internal administrative affairs, the Division 
of

Personnel Administration shall be responsible 
for

making adjustments in the per diem and hourly 
rates

of the WAE (when actually employed) employees,
etc.

(2) The office of the Controller and the Divisio
n of

Personnel AdministratiLn will use Government
 regula-

tions and interpretations as guides in decidin
g

questions of administration and procedure.

No salary rate adjustments are included in 
these recommendations

for Board employees paid under the Metropolitan D. C. 
Prevailing Rate

age Schedule (mechanics, gardeners, painters, 
chauffeurs, etc.) and the

44terdepartmental Lithographic Wage Pay Sch
edule (offset press operators,

multilith and mimeograph operators, etc.) These employees receive periodic

8a, 
larY adjustments as a result of annual wage surveys

.

No recommendations are made in this memor
andum with regard to

the 
annual salaries of the Board's Official Staff. 

It is assumed that

a nY determinations on this matter will be made 
by the Board, as in the

Past

At
tachment.
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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

REGULAR SALARY SCHEDULE

Basic Annual Pay Rotes by Grades--July 3, 1966

(Rotes in effect October 10, 1965 to July 2, 1966 are shown

on the second line of each grade)

Progress Steps

2683

Step

:rease
..................._

One Year Periods Two Year Periods Three Year Periods

10
1 2 3 4 5 6 7 8 9

122 3609 3731 3853 3975 4097 4219 4341 4463 4585 4707

119 3507 3626 3745 3864 3983 4102 4221 4340 4459 4578

133 3925 4058 4191 4324 4457 4590 4723 4856 4989 5122

129 3814 3943 4072 4201 4330 4459 4588 4717 4846 4975

144 4269 4413 4557 4701 4845 4989 5133 5277 5421 5565

140 4149 4289 4429 4569 4709 4849 4989 5129 5269 5409

160 4776 4936 5096 5256 5416 5576 5736 5896 6056 6216

156 4641 4797 4953 5109 5265 5421 5577 5733 5889 6045

176 5331 5507 5683 5859 6035 6211 6387 6563 6739 6915

171 5181 5352 5523 5694 5865 6036 6207 6378 6549 6720

198 5867 6065 6263 6461 6659 6857 7055 7253 7451 7649

192 5702 5894 6086 6278 6470 6662 6854 7046 7238 7430

?13 6451 6664 6877 7090 7303 7516 7729 7942 8155 8368

207 6269 6476 6683 6890 7097 7304 7511 7718 7925 8132

_

?35 7068 7303 7538 7773 8008 8243 8478 8713 8948 9183

228 6869 7097 7325 7553 7781 8009 8237 8465 8693 8921

?61 7696 7957 8218 8479 8740 9001 9262 9523 9784 10045

54 7479 7733 7987 8241 8495 8749 9003 9257 9511 9765

?88 8421 8709 8997 9285 9573 9861 10149 10437 10725 11013

280 8184 8464 8744 9024 9304 9584 9864 10144 10424 10704

315 9221 9536 9851 10166 10481 10796 11111 11426 11741 12056

106 8961 9267 9573 9879 10185 10491 10797 11103 11409 11715

--.L

379 10927 11306 11685 12064 12443 12822 13201 13580 13959 14338

368 10619 10987 11355 11723 12091 12459 12827 13195 13563 13931

148 12873 13321 13769 14217 14665 15113 15561 16009 16457 16905

t35 12510 12945 13380 13815 14250 14685 15120 15555 15990 16425

i23 15106 15629 16152 16675 17198 17721 18244 18767 19290 19813
508 14680 15188 15696 16204 16712 17220 17728 18236 18744 19252

i07 17550 18157 18764 19371 19978 20585 21192 21799 22406 23013

i90 17055 17645 18235 18825 19415 20005 20595 21185 21775 22365Digitized for FRASER 
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Fred W. Piderit, Jr., Vice President,
Federal Reserve Bank of New York,
New York, New York. 10045

Dear Mr. Piderit:

A..1;84

Item No. 14
7/25/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 26, 1966

In accordance with the request contained in

your letter of July 20, 1966, the Board approves the

appointments of Joseph W. Jolly and Ernest K. Karius
as assistant examiners for the Federal Reserve Bank of

New York. Please advise the effective dates of the

appointments.

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. Leland M. Ross, Vice President,

Federal Reserve Bank of Chicago,

Chicago, Illinois. 60690

Dear Mr. Ross:

Item No. 15
7/25/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 26, 1966

In accordance with the request contained in

your letter of July 19, 1966, the Board approves the

appointment of Patrick J. Tracy, at present an assistant

examiner, as an examiner for the Federal Reserve Bank

of Chicago, effective August 8, 1966.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,

Assistant Secretary.
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