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Minutes for September 29, 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
only that you have seen the minutes.

Chm. Martin

Gov. Robertson

Gov. Shepardson

Gov. Mitchell

Gov. Daane

Gov. Maisel

Gov. Brimmer



Minutes of the Board of Governors of the Federal Reserve

System on Thursday, September 29, 1966. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

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. Young, Senior Adviser to the Board and

Director, Division of International Finance

Mr. Holland, Adviser to the Board

Mr. Cardon, Legislative Counsel

Mr. Fauver, Assistant to the Board

Mr. Solomon, Director, Division of Examinations

Mr. Johnson, Director, Division of Personnel

Administration

Mr. Byrne, Director, Division of Data Processing

Mr. Hexter, Associate General Counsel

Mr. O'Connell, Assistant General Counsel

Mr. Daniels, Assistant Director, Division of

Bank Operations

Mr. Goodman, Assistant Director, Division of

Examinations

Mr. Leavitt, Assistant Director, Division of

Examinations

Mr. Sanders, Senior Attorney, Legal Division

Mr. Egertson, Supervisory Review Examiner,

Division of Examinations

Mr. Gedanken, Statistician, Division of Data

Processing

Approved letters. The following letters, copies of which are

attached to these minutes under the respective item numbers indicated,

Ilere :222..L'oL2L1 unanimously after consideration of background information

that had been made available to the Board:
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Letter to Wells Fargo Bank, San Francisco,

California, approving the establishment of a
branch in San Jose.

Letter to Citizens State Bank, Puyallup,
Washington, approving the establishment of a
branch in Pierce County, subject to an increase
ln capital to comply with Federal statutes.

Letter to First National City Bank, New York,
New York, approving the establishment of a
branch in Casablanca, Morocco.

Letter to the Federal Reserve Bank of Chicago
!PProving waiver of the assessment of a penalty
incurred by Metropolitan Bank and Trust Company,
Chicago, Illinois, because of a deficiency in
required reserves.

Letter to G. W. Jones Exchange Bank, Marcellus,
t41:1:chigan, regarding its request for reconsidera-
Llbn of its application for permission to exercise
trust powers.

Letter to the Federal Reserve Bank of Boston
!-nterposing no objection to the granting of a
eave of absence without pay to Paul S. Anderson,
rinancial Economist.

Item No.

1

2

3

4

5

6

Ealpounding of interest on deposits (Items 7-8). In a letter

c) September 22, 1966, the President of The First National Bank, Asheboro,

North Carolina, expressed the view that the Board had placed smaller banks

at a distinct competitive disadvantage in permitting member banks to pay

interest on deposits at the maximum permissible rate compounded on any

basis that
the member bank desired to adopt. The Board was requested to

tec°nsider its decision to allow banks to pay interest compounded on any

ilasis less than quarterly.



9/29/66 -3-

A distributed memorandum from the Legal Division dated

September 27, 1966, recoumiended that the Board direct its staff to

compile tables for use in compounding interest monthly, weekly, daily,

and continuously, with the thought that such tables would be made avail-

able to all member banks. A draft of reply to the member bank predicated

on adoption of this recommendation was submitted with the memorandum.

Discussion of the matter indicated that the preparation of the

suggested tables by the Division of Data Processing would be a relatively

simple task. However, members of the Board expressed some reservation

as to the appropriateness of preparing and distributing such tables, at

least until it was ascertained whether they were, or would not become,

available to banks from private financial publishing houses.

There was also discussion of the extent to which it appeared

that smaller banks might actually be disadvantaged as a result of the

Board's recent action on compounding of interest and, if they were in

fact placed at a significant disadvantage, whether that would be miti-

gated by the availability of tables for use in compounding interest or

whether there were other more important operating factors involved.

The suggestion then was made that a relatively brief reply be

made to the Asheboro member bank and that the Federal Reserve Bank of

Richmond be requested to look into the situation and advise the Board

Of the validity of a complaint such as registered by the Asheboro bank,

With
- recommendation as to what, if any, corrective measures seemed indi-

eted. There was agreement with the suggested procedure. Attached as
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Items 7 and 8 are copies of the letters sent to the Asheboro bank and

to the Richmond Reserve Bank.

Questions under Holding Company Act (Item No. 9). In a letter

dated August 23, 1966, Chairman Patman of the House Cofflmittee on Banking

and Currency requested an explanation of the Board's procedures for deter-

mining whether a company might be a bank holding company under the Bank

Holding Company Act of 1956, as recently amended, on a basis other than

ownership or control of 25 per cent or more of the voting stock of each

of two or more banks or of a bank holding company. Chairman Patman also

requested views on whether the Board's procedures were satisfactory to

prevent evasion of the purposes of the Act and, if not, what specific

recommendations the Board had made for remedial legislation. He further

requested information with reference to International Bank, Washington,

C., and Capital Bancshares, Inc., a Florida corporation with offices

Miami, Florida, and Dallas, Texas. A draft of proposed reply had been

distributed.

The proposed reply was regarded as generally satisfactory, but

suggestions were made for amendment at certain points for purpose of

clarification. Unanimous approval then was given to a reply in the form

attached as Item No. 9.

Action to implement Public Laws 88-593 and 89-487. In a letter

dated August 23, 1966, Chairman Patman of the House Banking and Currency

C°rnmittee pointed out that Public Law 88-593 requires that the appropriate
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Federal banking agency must be notified upon change in control of any

insured bank or where an insured bank makes a loan secured by 25 per

cent or more of the outstanding voting stock of an insured bank. He

requested that the Committee be furnished copies of all reports received

under this law, as well as information with respect to "problem" cases.

He also requested information on the expected impact of Public Law 89-487,

the so-called "freedom of information" act, on the Board's procedures. A

draft of proposed reply had been distributed.

Mr. Cardon related conversations with staff of the Committee that

indicated that a less extensive reply than contemplated by the draft con-

cerning Public Law 89-487 would be in order. In view of that indication,

14r. Cardon suggested certain deletions and revisions.

As to the part of the draft reply relating to Public Law 88-593,

it was noted that the proposal was to transmit copies of 115 reports

Pertaining to changes in control of State member banks or to loans

secured by stock of State member banks. However, it was not contemplated

that memoranda submitted by Federal Reserve Banks relative to such reports

would be transmitted.

There followed a discussion concerning the purposes of Public

14"7 88-593 and the nature of the reports submitted by State member banks

Pursuant thereto, the focal question being whether it would seem appro-

Priate or inappropriate to make such reports public. The consensus was

that the question deserved further consideration by the Board. It was
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understood that for such purpose there would be submitted to the Board

a memorandum on the provisions of Public Law 88-593 and the procedures

followed by the Board and the Federal Reserve Banks pursuant thereto,

together with samples of reports submitted by State member banks and

samples of memoranda submitted by Federal Reserve Banks.

The meeting then adjourned.

Secretary's Note: Governor Shepardson

today approved on behalf of the Board

memoranda reco lumend ing the following

actions relating to the Board's staff:

Transfers

Robert F. Gemmill, from the position of Senior Economist to the

Position of Chief, Special Studies and Operations Section, Division of

International Finance, with no change in basic annual salary at the rate

°f $18,157, effective October 1, 1966.

Janet E. Innocenti, from the position of Statistical Assistant in

the Division of Research and Statistics to the position of Statistical
Assis tant in the Division of Data Processing, with an increase in basic

annual salary from $5,683 to $6,065, effective October 9, 1966.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, O. C. 20551

Board of Directors,

Wells Fargo Bank,
San Francisco, California.

Gentlemen:

Item No. 1
9/29/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 29, 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

Kooser Road and Almaden Road, San Jose, 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.)



BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,

Citizens State Bank,

Puyallup, Washington.

Gentlemen:

Item No. 2
9/29/66

A0011E1111 orrictiAL CORRESPONDENCIL

TO TUC •OARD

September 29, 1966

The Board of Governors of the Federal
 Reserve

System approves the establishment by 
Citizens State Bank,

Puyallup,-Washington, of a branch in th
e vicinity of the

intersection of South Meridan Street and 
112th Street

East in an unincorporated area of Pierce 
County, Washington,

provided the branch is established within
 one year from

the date of this letter, and further p
rovided that, prior

to establishment of the branch, the ban
k's capital stock

is increased to the amount required by 
paragraph 3 of

Section 9 of the Federal Reserve Act 
and related Federal

statutes. Under present conditions a minimum 
capital of

$350,000 would be required to fulfill
 these statutory

provisions.

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

First National City Bank,
399 Park Avenue,
New York, New York. 10022

Gentlemen:

Item No. 3
9/29/66

ADDRESS orrociAL CORRESPONDENCE

TO THE BOARD

September 29, 1966.

The Board of Governors of the Federal Reserve System

grants its permission to First National City Bank, New York, New

York, pursuant to the provisions of Section 25 of the Federal Reserve

Act, to establish a branch in Casablanca, Morocco, and to operate

and maintain such branch subject to the provisions of such Section

and of Regulation M.

Unless the branch is actually established and opened for

business on or before October 1, )967, all rights granted hereby

Shall be deemed to have ben abandoned and the authority hereby

granted will automatically terminate on that date.

Please inform the Board of Governors, through the Federal

Reserve Bank of New York, when the branch is opened for business,

furnishing information as to the exact location of the branch. The

Board should also be promptly informed of any future change in loca-

tion of the branch in Casablanca.

As you are aware, with respect to the establishment of

foreign branches, funds provided by home office (whether in the

form of allocated capital, advances, or otherwise) should be regarded

as foreign assets for purposes of the voluntary foreign credit re-

straint effort. However, it is noted that no remittance of capital

from Head Office will be required.

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

ADDRESS

Mr. C. E. Bierbauer, Cashier,
Federal Reserve Bank of Chicago,

Chicago, Illinois. 60690.

Dear Mr. Bierbauer:

Item No. 4
9/29/66

OFFICIAL CORRESPONDENCE

TO THE BOARD

September 29, 1966

This refers to your letter of September 6 regarding an

average daily deficiency of $31,000 in the reserves of the

Metropolitan Bank and Trust Company, Chicago, Illinois, during

the reserve computation period ended August 17, 1966.

It is noted that the bank withdrew from membership

on August 22, on which day its reserve balance was refunded; that
the computations of its reserve position for the period ended

August 17, which were not completed until August 23, disclosed

the deficiency; that average daily excess reserves during the

succeeding four days of the bank's membership would reduce

the penalty figure to $69.81; and that, although the bank had a

good record of maintaining reserves, the penalty can not be waived

by your Bank under either Paragraph C or Paragraph E of the Board's

instructions.

In the circumstances, the Board authorizes your Bank t
o

waive assessment of the penalty of $69.81 for the reserve computation

period ended August 17, 1966.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Carroll B. Jones,
Vice President,
G. W. Jones Exchange Bank,

Marcellus, Michigan.

Dear Mi. Jones:

Item No 5
9/29/66

ADDRESS orriciAL COMPIESPONOCHCE
TO THE BOARD

September 29, 1966

This has further reference to your letter of

September 2, 1966, requesting that the Board of 
Governors

reconsider its recent action in connection with 
the exercise

of trust powers by your bank.

As an examination of your bank is now in 
progress,

the Board feels it should defer action on your 
request until

it has an opportunity to review the report of the curre
nt

examination, following which you will be informed 
promptly

of the Board's decision.

Very truly yours,

(Signed) Karl E. Bakke

Karl E. Bakke,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

AIR MAIL

Mr. George H. Ellis, President,

Federal Reserve Bank of Boston,

Boston, Massachusetts. 02106

Dear Mr. Ellis:

Item No.

9/29/66

ADDRESS arriciAL CORRESPONDENCE

TO THE BOARD

September 29, 1966

Reference is made to your letter of September 1, 1966,

regarding a leave of absence without pay not to e
xceed ten months

beginning October 1, 1966, to be granted Mr. Paul S.
 Anderson to

enable him to work as a Consultant to the Committee fo
r Economic

Development and to afford him opportunity to write a
 book.

The Board of Governors interposes no objection to
 the

arrangements outlined in your letter.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

•./j'ALResl'••...••

Mr. Claude Henson, President,
The First National Bank,
Asheboro, North Carolina.

Dear Mr. Henson:

Item No. 7
9/29/66

OFFICE OF THE CHAIRMAN

September 30, 1966

This is in response to your request that the Board of
Governors reconsider its action amending the Supplement to
Regui ation Q to permit a member bank to compound interest on time
and savings deposits at the maximum permissible rate on any basis
that the bank may desire to adopt.

In evaluatirg the Board's action, one must remember that
before September 26, 1966, when such action became effective:

(1) Compounding of interest monthly, daily, or continuously
was permissible. The only restriction was that the amount of interest
so compounded on savings accounts, for example, could not exceed the
amount of interest at four per cent compounded quarterly. This meant
that a bank could pay interest on such an account compounded daily at
a rate as high as approximately 3.98 per cent.

(2) Paying or crediting of interest daily was permissible.

In view of these circumstances, the Board concluded that there
was no substantial reason why member banks should be forbidden to com-
Pound interest at the maximum permissible rate more frequently than
quarterly. As you indicate, the change could have only an insignificant
quantitative effect on the amount that member banks may pay for the use
of funds. On the other hand, the change gives member banks somewhat
?eater flexibility in contracting and in operations with respect to
"Posits. This should place member banks, in this respect, on a basis
°f competitive equality with savings and loan associations, some of
1:71lich advertise and pay interest compounded more frequently than quarterly,
Including continuously.

In making the change, the Board gave particular attention to
the question of its possible effects on banks that do not have computer

----Lee available. It seemed that, if the Board were to permit monthly,
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daily, or continuous compounding of interest at the maximum permissible

rate, appropriate interest tables should become quickly available from

financial publishers, if they were not already available, through the

Qie of which banks without computer service might take advantaged the

change, if they wished.

A copy of your letter as well as this reply is being sent to

President Wayne of the Federal Reserve Bank of Richmond in order that

he may be fully informed regarding the correspondence.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm, McC. Martin, Jr.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Edward A. Wayne, President,

Federal Reserve Bank of Richmond,

Richmond, Virginia. 23213

Item No. 8
9/29/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

September 30, 1966.

Dear Mr. Wayne:

Enclosed is a copy of the Board's response to
 a request by

Mr. Claude Henson, President of The First Natio
nal Bank, Asheboro,

North Carolina, that the Board reconsider its actio
n permitting com-

pounding of interest on deposits at the maximum 
permissible rate on

any basis, together with a copy of the letter fro
m Mr. Henson.

The Board would appreciate receiving any 
comments that you

may have regarding Mr. Henson's letter, particula
rly whether banks

such as his have been placed at a competitive 
disadvantage by the

Board's action. In this connection, you may wish to have 
your

examiners discuss the matter with officials of 
the bank and suggest,

if possible, solutions to whatever practical 
difficulties might exist.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

Enclosures
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The Honorable Wright Patman, Chairman,

House Committee on Banking and Currency,

2129 Rayburn House Office Building,

Washington, D. C.

Dear Mr. Chairman:

Item No.
9/29/66

OFFICE OF THE CHAIRMAN

September 30, 1966

This refers to your letter of August 23, 1966, relating to

the recent amendments to the Bank Holding Company Act of 1956 (P
ublic

Law 89-485) and to the International Bank and Capital Ban
cshares

situations. You have asked for an explanation of the Board's pro-

cedures for determining whether a company may be a bank holding com
-

pany under the Act on a basis other than ownership or control of

25 per cent or more of the voting stock of each of two or more banks

or of a bank holding company. Your letter also solicits our views on

whether the Board's procedures are satisfactory to prevent evasions

of the purposes of the Act, and if not, what specific recommenda
tions

the Board has made for remedial legislation.

As you know, section 2(a) of the Act defines a 
bank holding

company to mean any company that, directly or indirectly, awns, 
con-

trols, or holds with power to vote 25 per cent or more of the v
oting

shares of each of two or more banks or of a bank holding company, o
r

that controls in any manner the election of a majority of the 
directors

of each of two or more banks. The term "company" is defined, in sec-

tion 2(b), to include various types of organizations. Partnerships,

!liowever, are specifically exempt from the definition of the term

company", and "individuals" are not covered by the Act. For the reason

that the Act does not purport to be applicable to individuals,
 and on

the basis of the express exemption in the Act for partnershi
ps, and in

the light of the legislative history of the Act (Senate Rep. No. 1
095,

84th Cong., 1st Session, pp. 6 and 7, Senate Rep. No, 1179
, 89th Cong.,

2nd Session, P. 3), the Board has taken the 
position that the Act is

11.30t directed at and does not cover bona fide ownership or control of
links or bank stocks by one or more individuals. Of course, if stock
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purported to be owned by a partnership or by one or more individuals

appears to the Board actually to be owned or controlled, directly

or indirectly, by a company (as defined in the Act), such company

will be deemed to be a bank holding company within the meaning of

the Act.

Because International Bank ("IB") owns over 25 per cent of

Financial General Corporation ("FG"), a bank holding company, and

indirectly controls over 25 per cent of the voting shares of each of

two or more banks, IB is a bank holding company. FG and its subsid-

iary, Morris Plan Corporation, recently have registered under the Act

as bank holding companies. We have been advised, however, that IB

Proposes to take steps to effect a termination of its bank holding

comp any status. Such a procedure is contemplated under the Act (sec-

tion 10). Until such time as IB's plan is presented to the Board in

final form, we are not in a position to determine whether a bona fide

termination would result or whether the Board would continue to con-

sider IB a bank holding company.

With respect to the Capital Bancshares situation, our

information reflects that approximately 41.5 per cent of the outstand-

ing stock of Underwriters Trust Company, New York ("Underwriters"), a

nonmember insured bank, was purchased recently by a group of investors.

Capital Bancshares, Inc., Dallas, Texas, one member of the group,

apparently acquired 16 per cent of the stock of Underwriters. At the

time of such acquisition, the Board determined, upon study by its staff

of information in the Board's files and obtained from other Federal

agencies, that Bancshares owned in excess of 25 per cent of the stock

of but one bank, Capital National Bank of Miami, Miami, Florida. The

Board further determined, on the evidence available to it, that
Bancshares could not be said to awn or control, directly or indirectly,

stock reportedly purchased by the various individuals and/or other

?rganizations in the aforementioned group of investors. Nor could it

be established, on the information then available, that Bancsha
res con-

or will control in any manner the election of a majority of the

oirectors of Underwriters or of any bank other than Capital National

Bank of Miami.

Because the term "company", as defined in the Act, covers any

Ilssociation, or similar organization", the Board gave careful considera-t
ion to the possibility of applying the term "company" to the investing

group that reportedly acquired 41.5 per cent of Underwriters. While the

.t°1.1P would seem to fall within the popular concept of an "association",

't was the opinion of the Board that the group lacked the characteristics

°f an association that seems to have been intended to be covered by th
e
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Act. Inasmuch as "partnerships" are expressly exempted from the Act's

coverage, it appears logically to follow that a group as loosely com-

posed as the investors group involved in the acquisition of Underwriters,

lacking the organizational features common to corporations, business

trusts, certain chartered associations, and even partnerships, is not

intended to be covered by the Act. Of course, if additional facts, of

Which the Board is currently unaware, should become known to it and

should warrant reconsideration of the status of Capital Bancshares,

the Board will promptly re-examine the matter.

As your letter indicated, a company can be a bank holding

company if it awns or controls 25 per cent or more of the voting shares

of each of two or more banks or of a company that is or becomes a bank

holding company or if it controls in any manner the election of a major-

ity of the directors of two or more banks. While the Act, in defining

bank holding companies, does not specifically include "companies which

directly or indirectly awn or control a bank holding company", or thatIf
control in any manner the election of a majority of the directors .

of a bank holding company", it would appear that a company owning or

controlling a bank holding company would have indirect ownership or

control of 25 per cent or more of the voting shares of two or more banks

or of a bank holding company, and thus would itself be a bank holding

company. A company that controls the election of a majority of the

directors of a bank holding company might have indirect control of the

voting stock of the subsidiary banks involved, or might control the

election of a majority of the directors of subsidiary banks, and if so,

would have bank holding company status. However, in any given case,
the "control" contemplated by the Act is not established as a matter of
law, but must be found to exist in fact. This fact will depend on all
the circumstances involved in a particular situation.

With respect to your inquiry as to the Board's procedures for
determining whether a company may be a bank holding company under, the
Act, generally the following procedures are followed. Information in
the possession of the Board, whether acquired in the performance of its

supervisory and regulatory functions or furnished to the Board with
reference to a particular situation, is carefully considered and, where

!PPropriate, further investigation is made to ascertain relevant facts.

the facilities of the Federal Reserve Bank in the appropriate district
are utilized to develop information. The Comptroller of the Currency,

the Federal Deposit Insurance Corporation, and State supervisory agencies
are contacted for data these agencies may have on the subject. Informa-

ion to which the Board has had access has included FBI reports, FDIC

zield investigation reports, and reports of bank examination by the

Exchange 
and the FDIC. The public files of the Securities and

ixchange Commission are also consulted when relevant. Officers of the



The Honorable Wright Patman -4-

companies involved are afforded an opportunity to develop facts
and submit views. Other interested persons also often furnish in-

formation to the Board.

Evasion of the Act, particularly in the areas of "control"

and of separation of banking from nonbanking interests, has been and

continues to be a source of concern to the Board. Evidence of this

concern is the Board's endorsement and support of S. 3158, the

'Financial Institutions Supervisory Act of 1966". Such legislation,

including the power to subpoena and to issue cease and desist orders,

Would be an aid to strengthening supervision in the banking field

generally, and to preventing evasion of the provisions of the banking

laws. In addition, the Board has urged Congress, continuously since

1958, to adopt a definition of "bank holding company" that would re-
late to ownership or control of 25 per cent of the voting shares of
a single bank. In our opinion, such a definition would play a signifi-
cant part in effectuating the major purposes of the Act, particularly,
the separation of banking and nonbanking interests.

I would like to assure you that the Board will continue its

efforts to prevent frustration of the purposes and policies of the Act,
to search for improved methods and procedures for achieving this goal,
and to develop and support appropriate legislative proposals.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

Wm. McC. Martin, Jr.


