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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
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Minutes of the Board of Governors of the Federal Reserve

System on Thursday, December 15, 1966. The Board met in the Board

Room at 10:00 a.m.

PRESENT: Mr. Robertson, Vice Chairman

Mr. Shepardson
Mitchell 1/

Mr. Daane
Mr. Maisel —
Mr. Brinuner

Mr. Sherman, Secretary

Mr. Kenyon, 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. Hackley, General Counsel

Mr. Brill, Director, Division of Research

and Statistics

Mr. Farrell, Director, Division of Bank

Operations

Mr. Solomon, Director, Division of Examinations

Mr. O'Connell, Assistant General Counsel

Mr. Shay, Assistant General Counsel

Mr. Kiley, Assistant Director, Division of

Bank Operations
Mr. Leavitt, Assistant Director, Division of

Examinations
Mr. Smith, Assistant Director, Division of

Examinations

Mr. Thompson, Assistant Director, Division

of Examinations

Mr. Walcutt, Assistant Chief Federal Reserve

Examiner, Division of Examinations

Miss Wolcott, Technical Assistant, Office of

the Secretary
Messrs. Robinson, Shuter, and Smith, and Miss

Hart of the Legal Division

Mr. Golden, Senior Economist, Division of

Research and Statistics

Mr. McIntosh, Technical Assistant, Division

of Bank Operations

Messrs. Donovan, Egertson, Lyon, and Maguire of

the Division of Examinations

T7--_____________
Withdrew from meeting at point indicated in minutes.
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Possible violations of Regulation U. Governor Robertson referred

to the possible violation of Regulation U (Loans by Banks for the Purpose

Of Purchasing or Carrying Registered Stocks) by a number of banks through

loans to Karl H. P. Swensson and related interests, the proceeds of which

aPPeared to have been used to purchase stock of W. F. Hall Printing Com-

pany, which stock was registered on the New York and Midwest Stock

Exchanges. He recalled that at the October 25, 1966, Board meeting it

was agreed to ask the Reserve Banks in whose districts the lending banks

were located to conduct special inspections of such banks pursuant to

section 17(b) of the Securities Exchange Act of 1934, for the purpose

of verifying the facts and determining whether further action was called

for. It was suggested that the regional offices of the Comptroller of

the Currency and the Federal Deposit Insurance Corporation be invited

to participate in the inspection of the banks under their respective

jurisdictions.

For purposes of discussion and to assure a uniform approach that

would lead to the development of as complete information as possible, a

one-day meeting at the Board's offices had been called by the Division

of Examinations for Friday, December 16, to be attended by selected

examiners from the nine Reserve Banks in whose districts the lending

banks were located.

Governor Robertson stated that at yesterday's meeting of the

Coordinating Committee on Bank Regulation, Acting Comptroller of the
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Currency Camp and Chairman Randall of the Federal Deposit Insurance

Corporation expressed a desire to carry their share of the burden in

making inspections of the type contemplated. They agreed to assign

competent men to the job if it were understood that the national banks

would be inspected by national bank examiners and State nonmember

insured banks by Federal Deposit Insurance Corporation examiners within

guidelines developed by the Federal Reserve. Governor Robertson said

he had suggested that each agency send representatives to the indoc-

trination meeting tomorrow. Further, he had offered Reserve Bank

assistance at the regional level. Governor Robertson noted that this

Spirit of cooperation among the Federal bank supervisory agencies would

have salutary longer-run effects, and he requested approval of the pro-

Posed change in procedure.

There was unanimous agreement with the change in procedure

outlined by Governor Robertson.

Advertising for deposits (Item No. 1). In September initial

consideration was given to a proposal by the Securities and Exchange

Commission that a public statement be issued directed against mislead-

ing advertising practices by banks. In considering a draft statement

submitted by the Commission the Board concluded that any such statement

should be in the form of a general policy document rather than a regula-

tory action, and that it should be sponsored by the Federal Home Loan

Bank Board along with the Federal bank supervisory authorities, so as to

apply to the practices of savings and loan associations as well as banks.
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During subsequent interagency staff discussions it developed

that fundamental objections on the part of the then Comptroller of

the Currency made infeasible any further participation by that Office.

However, the Board, at its meeting on October 25, concluded that the

effectiveness of such a statement would be impaired without the support

of all Federal bank supervisory agencies, and it was agreed that an

effort should be made to enlist the cooperation of the incoming Comp-

troller. Later, at the Board meeting on November 16, the matter was

referred to Governor Robertson to bring to the attention of the Coor-

dinating Committee on Bank Regulation at an appropriate time, with the

understanding that the Chairman of the Securities and Exchange Coumdssion

would be kept abreast of developments.

There had now been distributed a draft of letter to the presi-

dents of all State member banks that would enumerate the minimum accept-

able principles financial institutions should follow in advertising for

funds. It would note that the Securities and Exchange Commission had

exPressed the opinion that deposit and share accounts were subject to

the anti-fraud provisions of the Securities Act of 1933 and the Secu-

rities Exchange Act of 1934 and that advertisements by financial

institutions that were contrary to such principles might violate those

anti-fraud provisions. The same letter would be sent by the other bank

Pervisory agencies and by the Home Loan Bank Board to institutions

under their respective jurisdictions.



12/15/66 -5-

Governor Robertson indicated that the letter reflected the

thinking of the Coordinating Committee. Although Chairman Cohen of the

Securities and Exchange Commission agreed that the letter was a step in

the right direction, he would have preferred a more positive pronounce-

ment. He was also concerned about the use of the terms "guaranteed" and

"bonds" to describe "fixed" interest rates and certificates of deposit,

respectively. Governor Robertson said he had told Mr. Cohen that the

Coordinating Committee would be willing to consider the matter further

Should it develop that additional steps were needed, although at the

moment the Committee thought it was not desirable to go beyond the terms

of the proposed letter.

Following discussion, unanimous approval was given to the send-

ing of the letter to the presidents of all State member banks. A copy

of the letter is attached as Item No. 1. It was understood that the

letter would be published in the Federal Register and the Federal Reserve

Bulletin, that no press release would be issued, and that Mr. Cardon

would informally advise such Congressional Committee staff members as

seemed appropriate.

Nonpar banking. At the instance of Governor Robertson, Mr.

liackley reported briefly on several matters that had been considered by

the Coordinating Committee on Bank Regulation. As to par clearance and

absorption of exchange charges, Mr. Hackley indicated that the Federal

ePosit Insurance Corporation apparently was not willing at this time
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to take the lead in urging any action at the national level. The

current thinking of the Corporation appeared to be in terms of encour-

aging State legislation that would require par clearance, and it was

understood that a letter on the subject was being drafted within the

Corporation.

Governor Robertson cited the progress that was being made in

Minnesota where it appeared likely that legislation would be introduced

the first of the year to prohibit banks in that State from charging

exchange. He suggested that other Reserve Banks might profit from

President Galusha's example in stimulating discussion of the par bank-

ing concept. He had asked President Galusha to send documentation of

his program to those Reserve Banks in districts where nonpar banking

was prevalent, including Richmond, Atlanta, St. Louis, and Dallas.

Approved items. The following items were approved unanimously

after consideration of background information that had been made avail-

able to the Board. Copies are attached under the respective numbers

indicated.

Letter to Union County Trust Company, Elizabeth,
Naw Jersey, approving the establishment of a
branch in Linden.

Letter to Camden Trust Company, Camden, New
Jersey, approving the establishment of a branch
ln the Borough of Gibbsboro, Camden County.

Letter to Augusta State Bank, Augusta, Kansas,
aPproving the establishment of a branch at
State and Sixth Streets.

Item No.

2

3

4
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Letter to Manufacturers Hanover Trust Company,
New York, New York, granting an extension of
time to establish a branch in the Village of
Great Neck Estates.

Letter to Girard Trust Bank, Philadelphia,
Pennsylvania, granting an extension of time
to establish a branch at the intersection of
Grovers Avenue and 70th Street.

Letter to Trust Company of Georgia, Atlanta,
Georgia, granting an extension of time to
establish a branch at North Avenue and West
Peachtree Street.

Letter to Union Bank & Trust Company,
Montgomery, Alabama, approving an invest-
ment in bank premises and commenting on
Plans to strengthen the bank's capital
s
tructure.

Letter to Counsel for The Moody Foundation,
Galveston, Texas, granting an extension of
time within which to register the Foundation
as a bank holding company under the require-
ments of section 5 of the Bank Holding Company
Act.

Item No.

5

6

7

8

9

Report on competitive factors. A revision of the conclusion

having been agreed upon, unanimous approval was given to the transmittal

to the Comptroller of the Currency of a report on the competitive factors

involved in the proposed merger of Ashtabula County National Bank,

Ashtabula, Ohio, into The Farmers National Bank and Trust Company of

Ashtabula. In the form in which approved, the conclusion read as follows:

The proposed merger of Ashtabula County National Bank

into The Farmers National Bank and Trust Company of Ashtabula

would eliminate direct competition between the two institu-

tions with respect to mortgage loans and time deposits. If
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the savings and loan association is converted into County

Bank as proposed, the potential for competition in all other

banking activities would be eliminated. Consummation of the

transaction would increase significantly the resources of

the now largest bank in the county, and the overall competi-

tive effect is adverse.

Application of Commercial Bancorp, Inc. A memorandum from the

Division of Examinations dated December 2, 1966, and other pertinent

Papers had been distributed in connection with an application by

Commercial Bancorp, Inc., Miami, Florida, to acquire shares of Bank

of Palm Beach and Trust Company, Palm Beach, Florida. The Division's

recommendation was favorable, as was that of the Banking Markets Section.

Following summary comments based principally on the material

that had been distributed, Mr. Lyon responded to several questions by

members of the Board. The application was then approved unanimously,

\gitil the understanding that an order and statement reflecting this deci-

sion would be drafted for the Board's consideration.

Governor Mitchell commented, in voting for approval, that he

saw a faint plus in terms of the convenience and needs factor. The

Proposal was primarily in the corporate interest, but he did not believe

its consummation would be hostile to the public interest.

Governor Brimmer observed that the proposal seemed to involve

Principally a change in form of organization. It was not claimed that

improved services would result, and there was no evidence that area

banking needs were not now being met. There would appear to be no
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adverse competitive effect. In substance, it seemed mostly a matter

of accommodation to the individual primarily concerned.

Bank holding company reporting methods. There had been distrib-

uted a memorandum from the Division of Examinations dated December 12,

1966, relating to the manner in which bank holding companies should

carry investments in subsidiaries in balance sheets in annual reports

to the Board and financial statements submitted to shareholders and

the public. With the repeal of the provisions of section 5144 of the

Revised Statutes, and of section 9 of the Federal Reserve Act, requir-

ing holding company affiliates to obtain permits to vote the stock of

member banks, the Legal Division had reservations as to whether the

Previously stated position of the Board that bank holding companies

should carry investments in subsidiaries at no more than net asset

value in financial statements issued to shareholders and the public

would be legally supportable. Apparently the Legal Division did not

doubt that such a requirement could be enforced with respect to annual

rePorts to the Board, and its reservations would be somewhat alleviated

by allowing holding companies to include in published reports, possibly

as a footnote, information relating to the Board's requirement. Also,

4 requirement that bank holding companies reflect, in financial state-

ments, their investments in subsidiaries at no greater amount than net

asset value would not be inconsistent with Securities and Exchange Com-

mi •ssion requirements.
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Included in the memorandum was a chronological background dis-

cussion of the subject.

The question of carrying investments at not more than net asset

value was now before the Division of Examinations, the memorandum

explained, in connection with new holding company applications as well

as applications for the expansion of existing holding companies. In

addition, certain registered bank holding companies carried their

investments in subsidiaries at more than net asset value in published

reports and reports to the Board in 1965, and informal inquiries on the

Part of the staff had elicited, in one case at least, a request for an

°PPortunity to discuss accounting practices with the Board's staff.

The Division of Examinations recommended (1) that the Board

reaffirm, for purposes of staff guidance, its position that bank hold-

g company investments in subsidiaries be carried in financial state-

ments issued to shareholders and the public at no greater amount than

net asset value; (2) that the staff be authorized to discuss the matter

with bank holding company representatives, with authority to adhere to

the Previously stated position; and (3) that following such discussions

the staff prepare for Board consideration a final statement of policy

reflecting the Board's position.

Discussion of the matter revealed differences of opinion among

Members of the Board as to the accounting practices that would be most

'1113ropriate in meeting the objective of full disclosure. The comments
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indicated that several members of the Board were inclined to favor a

somewhat more flexible policy with respect to the reporting of asset

values in financial statements. Other members saw dangers of abuse and

indicated that they would favor retaining the present Board position,

though with latitude for appropriate footnoting of financial statements.

At the conclusion of the discussion the staff was authorized to

enter into exploratory discussions with holding company representatives,

and possibly with representatives of the Accounting Committee of the

Association of Registered Bank Holding Companies, but with the under-

Standing that no policy position would be asserted and that the question

'47ould be brought back to the Board for further consideration in the

light of the discussions in order that the policy issue might then be

decided by the Board.

Messrs. O'Connell, Thompson, Smith (Legal), Golden, Donovan,

Egertson, Lyon, and Maguire withdrew from the meeting at this point.

Interlocking relationships under Clayton Act (Item No. 10).

There had been distributed a memorandum dated December 8, 1966, from

the Legal Division regarding interlocking relationships between The

First National Bank of Bellevue, Bellevue, Nebraska, and The Southwest

Bank of Omaha, Omaha, Nebraska. When the Bellevue Bank opened for

business on May 24, 1963, the corporate boundaries of Omaha and Bellevue

did not touch, and the communities were separated by almost three miles

°f undeveloped farm land, including an unincorporated village. The
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interlocking directorates in question existed at that time, but it was

concluded by the Federal Reserve Bank of Kansas City that such services

were covered by the exception in paragraph 8(5) of the Clayton Act and

section 212.2(d)(5) of Regulation L (Interlocking Bank Directorates

under the Clayton Act), which permit interlocking services between a

member bank and a bank ". . not located and having no branch in the

same city, town, or village as that in which such member bank or any

branch thereof is located, or in any city, town, or village contiguous

or adjacent thereto." However, on September 23, 1965, the city of

Bellevue annexed the intervening territory so that since that date the

boundaries of Omaha and Bellevue had been contiguous, as that term is

defined in footnote 8 to Regulation L.

Section 8 of the Clayton Act provides that when interlocking

service is lawful at the time of a person's election or employment, and

thereafter becomes unlawful, the individual may continue to serve for a

Year after the date of the lawful election or employment. This statu-

tory period of grace ran out for the Bellevue and Southwest Banks on

September 23, 1966. No other exceptions in the statute appeared appli-

cable, and, accordingly, the provisions of section 8 were called to the

attention of The First National Bank of Bellevue, which then advised

the Reserve Bank that the Office of the Comptroller of the Currency had

held that notwithstanding the annexation, Bellevue and Omaha were not

Ito°ntiguous" within the meaning of the statute under an interpretation

Published in the National Banking Review for December 1965.
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The memorandum pointed out that the Board was specifically autho-

rized to enforce compliance with section 8 of the Clayton Act and to

prescribe such rules and regulations as it deemed necessary. Moreover,

section 8 was enacted in its present form at the Board's request, so

that specific exceptions would be spelled out in the statute and the

Board relieved of the burden of determining whether substantial competi-

tion existed between two institutions that wished to have interlocking

directorates. In the present instance the Legal Division saw no unusual

situation that would warrant departure from the position consistently

taken by the Board that the term "contiguous" refers to cities, towns,

and villages whose corporate limits touch or coincide at some point.

Attached to the memorandum was a proposed letter to the Federal Reserve

Bank of Kansas City that would state the Board's position and request

that the Bellevue and Southwest Banks be informed that their interlock-

ing directorates were prohibited under section 8 of the Clayton Act and

the Board's Regulation L and that steps should be taken promptly to

terminate the interlocking service of the directors involved. It was

suggested that a copy of the letter be sent to the Comptroller of the

Cu
rrency.

Governor Robertson stated that he agreed with the position

recommended by the Legal Division. However, in the interest of relation-

ships between the Board and the Office of the Comptroller he would sug-

gest that that Office be given an opportunity to review its interpretation

before the Board took other action.
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There was unanimous agreement with Governor Robertson's sugges-

tion, and approval was given to a letter to the Acting Comptroller of

the Currency in the form attached as Item No. 10, with a copy to the

Federal Reserve Bank of Kansas City.

Comptroller's Manual. Governor Robertson recalled that in 1963

the Board had elected to reproduce copies of the Comptroller's Manual

for National Banks for distribution throughout the System rather than

Pay the purchase price of $50.00 per copy set by the then Comptroller

of the Currency. The Manual had recently been revised, and Governor

Robertson had discussed with the Acting Comptroller the possibility of

Obtaining copies, including supplements, additions, or amendments as

subsequently issued. The Acting Comptroller expressed a willingness to

furnish copies for System use at a preferential rate if the Board would

indicate the number desired by each Reserve Bank. Governor Robertson

expected the price to represent a fair reproduction cost. He suggested

that the offer of the Acting Comptroller be accepted, provided the price

named was not excessive, and that the Division of Examinations determine

the requirements of the individual Reserve Banks.

Following discussion, it was agreed to proceed along the lines

suggested by Governor Robertson.

Secretary's Note: Subsequently it was

ascertained that the price would be

$5.00 per copy, with no charge for sup-

plements, additions, or amendments.

Accordingly, an order covering System

requirements was placed with the Comp-

troller's Office.
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Governor Daane then withdrew from the meeting, as did Messrs.

Shay, Robinson, and Shuter, and Miss Hart.

Float (Item No. 11). A System float survey had been conducted

during the month of September 1966 in an attempt to identify and

quantify the components of float at all Federal Reserve offices. The

survey was conducted under the leadership of the Presidents' Conference

Committee on Collections and its Subcommittee on Collections. The

Subcommittee's report contained various recommendations on which action

was taken at the meeting of the Presidents' Conference on December 12,

1966, as reported in the summary of topics considered at that meeting,

copies of which summary had been distributed to the members of the Board.

The survey disclosed that the largest component of float (54 per

continued to be time schedule float on interdistrict country items.

components and their percentages were: holdover, 17 per cent;

cent)

Other

remittance, 16 per cent; and transportation, 13 per cent.

The recommendations contained in the Subcommittee report were

Predicated on the theory that the Subcommittee was charged with accom-

Plishing means of reducing System float, and the Subconuaittee therefore

did not take into consideration other factors such as bank relations

Problems, expenses, and the effect on open market operations.

With respect to time schedule float, the Subcommittee recom-

mended that the availability of credit schedules of all Federal Reserve

°ffices be increased from two to three business days for country checks
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sent to other Federal Reserve offices. However, the Committee on Collec-

tions recommended that the Presidents' Conference defer action on that

recommendation, and the Conference agreed that such a move should be

made only after all other approaches to the problem had been pursued.

With respect to holdover float, the Subcommittee recommended

that each Federal Reserve office review the factors causing such float

and take such action as might be necessary to obtain a reduction in

holdover float to approximately 10 per cent of the total daily average

float for the month, without increasing float in other components or at

Other Federal Reserve offices.

The Conference requested the Subcommittee to review the guide-

lines to determine whether it might not be more meaningful to relate

Permissive holdover float to some target other than a percentage of

total daily average float. The Conference recognized that there would

be an increase in cost in effecting a reduction in holdover float.

With respect to remittance float, the Subcommittee presented

four recommendations. The first was that for the purpose of computing

availability of credit of country items (both intradistrict and inter-

district) all Federal Reserve offices should consider Saturdays as not

being business days. With respect to intradistrict items, the effect

Would be to create some credit float on Mondays, thereby offsetting

Other remittance float. With respect to interdistrict items, the effect

14°uld be to eliminate the built-in one-day time schedule float, and
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credit float would not result even in those instances where country

items were processed on Saturdays. The Conference approved this rec-

ommendation of the Subcommittee.

The second recommendation regarding remittance float was that

each Federal Reserve office arrange for over-the-counter presentment,'

11P to a reasonable time each day, of remittance drafts that were

received too late for presentation at the local clearing house. This

recommendation was approved by the Conference.

The remaining two recommendations involving remittance float

were that each Federal Reserve office promote automatic cash letter pay-

ment agreements with its payor banks and that, where justifiable, each

Federal Reserve office should encourage and expand its use of carrier

services, including the use of airlifts. The Conference approved those

two recommendations.

With respect to transportation float, the Subcommittee recom-

mended that all Federal Reserve offices continue to use a basis of

75 per cent as satisfactory collection time experience for items payable

in other Federal Reserve cities, with careful consideration being given

to furnishing accurate availability schedules to each direct-sending

bank not participating in the consolidated shipments. The Conference

13Proved this recommendation.

The Subcommittee further recommended that a series of two-day

l'egional workshops for check and accounting representatives from each
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Federal Reserve office be held to examine the nature and forces under-

lying float, to review the results of the September 1966 survey so that

they might be refined as a benchmark and future surveys might be made

by the Reserve office, and to discuss and review in detail prior and

current recommendations of the Subcoumdttee on procedural and policy

changes aimed at the reduction of float. The Conference approved the

recommendation for the holding of the regional workshops.

In another part of the summary of topics it was noted that the

Subcommittee's report stated that the task force assigned to study the

Possibility of establishing a regional check clearing facility in one

area of Virginia had recommended discontinuation of further study in

that particular area. The Subcommittee, however, urged that each Fed-

eral Reserve Bank study the feasibility of such clearing arrangements

in its area. The task force was in process of completing guidelines

for the establishment of regional check clearing facilities in any

Federal Reserve District.

At the request of the Board, Mr. Farrell commented on the var-

i°us recommendations in the Subcommittee's report, the rationale under-

lYing those recommendations, the effects that could be anticipated from

their adoption, the actions taken by the Presidents' Conference, and

the reasons reportedly underlying certain of those actions. He pointed

out that one of the best prospects for effecting substantial reductions

in float lay in the establishment of regional check clearing facilities.
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As noted in the suunary of topics, the contemplated pilot project in

Virginia had been dropped. But each Reserve Bank was urged by the

Subcommittee on Collections to study the feasibility of such arrange-

ments in its area, and guidelines for the establishment of regional

facilities were in process of being completed.

Governor Mitchell commented that the September survey had pro-

vided a basis for several kinds of action to reduce float, some quite

significant, and the Presidents' Conference had taken favorable action

on several of the Subcommittee recommendations that they would like to

Put into effect within the near future. The September survey and the

Proposed actions, if put into effect, would afford a basis for reporting

to the House Committee on Government Operations, as and when such a

report became appropriate, that a study in depth had been made, that

several actions had resulted, and that further steps were under active

"nsideration. In his opinion the next important step was to push for

the establishment of regional check clearing facilities.

Governor Mitchell also observed that another way of dealing with

the float problem would be to adopt an immediate credit-debit plan under

which cash items deposited in Reserve Banks would, upon receipt, be

ilomediately credited to the depositing banks and immediately charged to

the accounts of drawee banks and their correspondents. However, there

were certain legal problems involved, as mentioned in a joint report of

the Subcommittee on Collections and the Subcommittee of Counsel on
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Collections dated March 25, 1966. Those problems were under study and

Perhaps could be worked out in time, but that seemed to be no reason to

defer action on the recommendations that had been approved by the Pres-

idents' Conference.

Question was raised about whether the November 30 report of the

Subcommittee on Collections should be made available to the Congress

and the general public, but reasons were given why that would seem inad-

visable unless editing was done on certain parts of the report that might

be confusing. It was agreed, however, that in any event the report and

the actions based thereon would be useful in preparing testimony for

Congressional Committees as and when requested.

In further discussion the view was expressed generally that it

would be desirable to have procedures reflecting the approved recommenda-

tin-ns put into effect as promptly as practicable, that work on other

aspects of the float problem should continue to be pushed forward vigor-

°IialY, with effective coordination of efforts between the Board and

Reserve Bank staffs, and that it would be desirable to have the Presi-

dents ' Conference obtain regular progress reports from the Reserve Banks.

Unanimous approval then was given to a letter to the Chairman

of the Presidents' Conference in the form attached as Item No. 11.

Governor Mitchell withdrew from the meeting at this point, as

did Mr. McIntosh.

Examination of Atlanta Bank (Item No. 12). Mr. Smith summarized

inf
or'nation disclosed through the examination of the Federal Reserve
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Bank of Atlanta made by the Board's staff as of July 15, 1966, his com-

ments being based principally on the report of examination and related

memoranda that had been circulated to the Board. Among other things, he

commented on deficiencies that had been observed in the check collection

function, which situation had since improved as a result, in part, of

replacement and improved servicing of electronic equipment and more

active recruiting for personnel.

In connection with the administration of the discount window,

Mr. Solomon recalled that the matter had been brought to the Board's

attention upon completion of the examination and that on August 15,

1966, a letter was sent to President Patterson raising the question

Whether the pattern of borrowing in the Atlanta District was entirely

consistent with the terms of Regulation A (Advances and Discounts by

Federal Reserve Banks) and with the current stance of monetary policy.

A reply from President Patterson (dated August 19, 1966)

reviewed administrative steps taken by the Bank in light of the exam-

iners' criticisms and stated that there had been a discussion of policies

and procedures by the executive committee of the Board of Directors,

Which committee reviewed all loans to banks in the Sixth District, and

by the full Board.

In this connection Mr. Solomon observed that the role of the

executive committee at the Atlanta Reserve Bank appeared to be unique.

The Board's staff was not aware of any comparable degree of participa-

tion in discount administration by the directors of other Reserve Banks,
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and that point had been mentioned in subsequent conversations between

representatives of the Division of Examinations and the Atlanta Reserve

Bank.

Mr. Solomon added that President Patterson had requested

approval of a proposed change in the by-laws of the New Orleans Branch

that would eliminate provision (in effect since the establishment of

the branch in 1915) for a branch discount committee having authority to

consider and authorize discounts or extensions of credit. None of the

other branches in the Atlanta District operated on a comparable basis.

There was general agreement with President Patterson's request,

but during the following discussion question was raised about the extent

to which the directors of other Reserve Bank branches exercised authority

in the administration of the discount window. Governor Robertson sug-

gested that the Division of Examinations review the current practices

in connection with future examinations of Reserve Banks. Unanimous

-Zitl1/47.2.1 was then given to a letter to the Atlanta Reserve Bank in the

for attached as Item No. 12.

In the course of further comments, Mr. Solomon reviewed the

nature of discussions that had been held with officers of the Reserve

Bank concerning discount procedures, including most recently a confer-

ence with President Patterson a few days ago. President Patterson had

described certain steps taken to improve administrative practices,

including the assignment of more adequate personnel to the function,
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and had indicated that additional work would be done on matters brought

Up by Mr. Solomon, including the timeliness of follow-up procedures to

assure justification, and appropriate recording thereof, in cases of

heavy or extended borrowing. Mr. Solomon assured the Board that the

Bank's quarterly discount reports would continue to be scrutinized

Closely and that there would be further discussions with the Reserve

Bank to such extent as appeared necessary.

Aside from the understanding that the questions of discount

administration referred to by Mr. Solomon would be given continuing

attention, it was agreed that there were no matters disclosed by the

examination that appeared to warrant action.

All members of the staff except Mr. Sherman then withdrew from

the meeting.

Influenza inoculations. The Board approved the recommendation

in a 
memorandum from the Division of Personnel Administration dated

bacember 5, 1966, that the Board pay for the total cost of influenza

inoculations for employees, including the doctor's fee, the vaccine and

disposable needles, and other supplies needed to administer the program.

It--wos understood that the inoculations would continue to be given on a

voluntary basis.

Annual physical examinations. Governor Shepardson reported

that a survey was being made of the practices within Government in

respect to annual physical examinations for employees, in light of

questions that had been raised through Board staff channels.
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The meeting then adjourned.

Secretary's Notes: Governor Shepardson
today approved on behalf of the Board an
increase in the basic annual salary of
Vickie M. Hulteen, Stenographer in the
Division of Administrative Services, from
$4,269 to $4,776, effective December 18,
1966.

Governor Shepardson today noted on behalf
of the Board a memorandum advising that
Andrew N. Thompson, Assistant Director in
the Division of Examinations, had filed
application for retirement, effective
December 31, 1966.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, 0.C. 20551

1151RE PRESIDENTS OF ALL STATE MEMBER BANKS:

bee— In recent years, competition among financial institutions for funds has
intense. An outgrowth of such competition has been the development and

ptibliy,a few institutions of advertising practices that could be detrimental to the
of s attitude toward the nation's financial system. In some respects, certain'"e advertising practices are considered misleading.

bepos, Under the circumstances, che Comptroller of the Currency, the Federal
of004t Insurance Corporation, the Federal Home Loan Bank Board, and the Boardboth Cover of the Federal Reserve System have concluded that it would be helpful,
outlito the financial institutions that they supervise and to the public, totiElernwhs certain principles that such institutions should follow in their adver-ents 

directed toward attracting funds.

that The supervisory agencies regard the following as minimum principles
nancial institutions should follow in advertising for funds:

of 
rates (1) Interest or dividend rates should be stated in terms of annual
are co simple interest, and the advertisement should state whether such earnings
retorntePounded and, if so, the basis of compounding. Neither the total percentage
811ould f held to final maturity nor the average annual rate achieved by compounding
korai 

uenence stated unless the annual rate of simple interest is presented with equal

)f.

Item No. 1
12/15/66

OFFICE OF THE VICE CHAIRMAN

December 16, 1966.

hia funA (2) No reference should be made to "profit" to the investor for use ofms over a period of time.

meet fix (3) If an advertised rate is payable only on investments or deposits that
ed time or amount requirements, such requirements should be stated.

t-s1 (4) No statement should be made implying that more than $15,000 of
insurance is provided for each depositor in a bank or each member in a
and an association.

dA
s:Posit

and 
Securities and Exchange Commission has expressed the opinion that

t,t-curiti mm share accounts are subject to the anti-fraud provisions of the
*me/Its L'ea Act of 1933 and the Securities Exchange Act of 1934 and that advertise-
those :Y financial institutions that are contrary to such principles may violate

nti-fraud provisions.

Sincerely,

J. L. Robertson.



BOARD OF GOVERNORS Item No. 2
OF THE 12/15/66

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

AOCRIESS OFFICIAL CORRICSPONOENCE

TO THE •OARD

December 15, 1966

Board of Directors,
Union County Trust Company,
Elizabeth, New Jersey.

Gentlemen:

The Board of Governors of the Federal Reserve
System approves the establishment by Union County Trust
Company, Elizabeth, New Jersey, of a branch at 40 West
Price Street, Linden, New Jersey, provided the branch is
established within one year from the date of this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(The letter to the Reserve Bank stated that the
Board also had approved a six-month extension
of the period allowed to establish the branch;
and that if an extension should be requested,
the procedure prescribed in the Board's letter

of November 9, 1962 (S-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Camden Trust Company,
Camden, New Jersey.

Gentlemen:

Item No. 3
12/15/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE •OAND

December 15, 1966

The Board of Governors of the Federal Reserve
System approves the establishment by Camden Trust Company,
Camden, New Jersey, of a branch on Route 561, Borough of
Gibbsboro, Camden County, New Jersey, provided the branch
is established within one year from the date of this
letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(The letter to the Reserve Bank stated that the
Board also had approved a six-month extension
of the period allowed to establish the branch;
and that if an extension should be requested,
the procedure prescribed in the Board's letter
of November 9, 1962 (S-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Augusta State Bank,
Augusta, Kansas.

Gentlemen:

Item No. 4
12/15/66

ADDRESS ornctim. CORRESPONDENCE
TO THE SWARD

December 15, 1966

The Board of Governors of the Federal Reserve
System approves the establishment by Augusta State Bank,
Augusta, Kansas, of a branch at the southeast corner of
State and Sixth Streets, Augusta, Kansas, provided the
branch is established within six months from the date of
this letter.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(The letter to the Reserve Bank stated that the

Board also had approved a six-month extension
of the period allowed to establish the branch;
and that if an extension should be requested,
the procedure prescribed in the Board's letter
of November 9, 1962 (S-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Board of Directors,
Manufacturers Hanover Trust Company,
New York, New York.

Gentlemen:

Item No.
12/15/66

AODREB9 OFFICIAL CORRESPONDENCE
TO TNE BOARD

December 15, 1966.

The Board of Governors of the Federal Reserve
System extends to September 30, 1967, the time within
Which Manufacturers Hanover Trust Company, New York,
New York, may establish a branch at the northwest corner
of the intersection of Clover Drive and Middle Neck
Road, Village of Great Neck Estates, Town of North Hemp-
stead, Nassau County, New York.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20531

Board of Directors,
Girard Trust Bank,
Philadelphia, Pennsylvania.

Gentlemen:

Item No. 6
12/15/66

ADDRESS OFFICIAL CORRESPONOtNCE

TO THE BOARD

December 15, 1966

The Board of Governors of the Federal Reserve
System extends to July 3, 1967, the time within which
Girard Trust Bank, Philadelphia, Pennsylvania, may
establish a branch in the Blue Bell Shopping Center, in
the vicinity of the intersection of Grovers Avenue and
70th Street, Philadelphia, Pennsylvania. The establish-
ment of this bank was authorized in a letter dated
April 2, 1965.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS Item No. 7
OF THE 12/15/66

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 15, 1966

Board of Directors,
Trust Company of Georgia,
Atlanta, Georgia.

Gentlemen:

The Board of Governors of the Federal Reserve
System extends to January 1, 1968, the time within
which Trust Company of Georgia, Atlanta, Georgia, may
establish a branch in the Life Insurance Company of
Georgia Building at the corner of North Avenue and West
Peachtree Street, Atlanta, Georgia.

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

Board of Directors,
Union Bank & Trust Company,
Montgomery, Alabama.

Gentlemen:

ittlW

Item No. 8
12/15/66

ADDRESS arricIAL CORRESPONDENCB
TO THE BOARD

December 15, 1966

Pursuant to the provisions of Section 24A of
the Federal Reserve Act, the Board of Governors of the

Federal Reserve System approves an additional investment
in bank premises of not to exceed 0,460,000 by Union

Bank & Trust Company, Montgomery, Alabama, for the
Purpose of constructing a new head office building along
with parking and drive-in facilities. It is understood

that $4,000,000 of this proposed investment will be

represented by funds borrowed by the bank's wholly-owned

affiliate from a source other than the subject' bank.

The Board understands that plans have been

formulated to strengthen your bank's capital structure

through the sale of new stock.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Louis J. Dibrell, Esq.
Dibrell, Dibrell & Greer
American National Building
Galveston, Texas 77550

Item No. 9
12/15/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 15, 1966

Re: The Moody Foundation

Dear Mr. Dibrell:

This refers to your telephone conference on
December 12, 1966, with Mr. Hexter and Mrs. Heller of the
Board's staff, in which you referred to your earlier
written request for an extension of time for the regis-
tration of the Moody Foundation as a bank holding company
under the Bank Holding Company Act, and asked that a
60-day extension be granted to the Foundation for this
Purpose.

Your request for a 60-day extension of time is
granted and the Moody Foundation will be allowed until
February 27, 1967, within which to register with the Board
in accordance with the requirements of Section 5 of the
Bank Holding Company Act.

Very truly yours,

erritt
Secretar



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D.C. 20551

Item No. 10
12/15/66

OFFICE OF THE VICE CHAIRMAN

December 20, 1966

The Honorable William B. Camp
Acting Comptroller of the Currency
Room 3120 Treasury Building
Washington, D. C. 20220

Dear Bill:

In a letter of September 27, 1966, the Federal Re-
serve Bank of Kansas City referred to the Board a possible
violation of section 8 of the Clayton Act and the Board's
Regulation L, "Interlocking Bank Directorates under the
Clayton Act", arising from the fact that a majority of the
directors of The First National Bank of Bellevue, Belle-
vue, Nebraska ("Bellevue Bank"), constitute a majority ofthe directors of The Southwest Bank of Omaha, Omaha, Ne-
braska ("Omaha Bank").

It appears that when Bellevue Bank opened for busi-
ness on May 24, 1963, the corporate boundaries of Omaha
and Bellevue did not touch and the communities were sepa-
rated by almost three miles of undeveloped farmland, in-
cluding an unincorporated village, Avery. The interlock-
ing directorates in question existed at that time, but it
l'Ias concluded by the Reserve Bank that such services were
covered by the exception in paragraph 8(5) of the statute
and section 212.2(d)(5) of Regulation L, which permit in-
terlocking services between a member bank and a bank

. . . not located and having no branch in the
same city, town, or village as that in which such
member bank or any branch thereof is located, or
in any city, town, or village contiguous or ad-
jacent thereto."

However, on September 23, 1965, the city of Belle-
:Ile annexed the intervening territory, so that the bound-ties of Omaha and Bellevue since that date have been co-Lerminous.

1
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1671

The Honorable Wm. B. Camp:--#2

The Reserve Bank also informed us that in a letter°f July 7, 1966 to Mr. Marvin G. Schmid, attorney for Belle-vue Bank, your office advised the bank that notwithstand-ing the annexation, Bellevue and Omaha are not "contiguous"Iiithin the meaning of the statute under an interpretation
Published in The National Banking Review, 3, December 1965,Page 267.

As you know, Congress entrusted the Board with re-sPonsibility for enforcing the prohibition of section 8.The legislative history of the statute makes it clear thatC°ngress intended that exceptions from its prohibitions weret° be based on specific statutory language rather than onadministrative determinations with respect to the actualc°mpetitive situation that might be involved. In keepingllith this, the Board has consistently taken the position
that the term "contiguous" refers to "cities, towns, and
villages whose corporate limits touch or coincide at somePoint ",and footnote 8 of Regulation L so states. Since the!oundaries of Omaha, Nebraska, and of Bellevue are now co-r
°
rminous, the Board concludes that Omaha and Bellevue aret ntiguous within the meaning of the statute, and that sec-

b1 
8 forbids continuation of any interlocking relationshipetween Bellevue Bank and Omaha Bank.

inYou may recall that the Board took a similar positiona letter of September 12, 1966, a copy of which was fur-
your office, with reference to interlocking service

s een Michigan Bank (N.A.) and Livonia National Bank, in-_Litutions having *offices, respectively, in Detroit, Michi-Ln) and in Livonia, a nearby suburb. That case has beennotisfactorily terminated. However, in view of the relations0 w existing between our agencies, we wish to offer you anv!Portunity to review the position heretofore taken beforeundertake to enforce the law. Early advice will be appre-`tate&

Best regards.

Sincerely,

son



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, 0. C. 20551

Edward A. Wayne, Chairman,
Conference of Presidents,
Pederal Reserve Bank of Richmond,
Rxchmond, Virginia. 23213.

Dear M. Wayne:

Item No. 11

12/15/66

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

December 23, 1966.

The Board has noted with approval the recommendations
with respect to float adopted at the December 12, 1966, meetingOf the Conference of Presidents, which recommendations, the Board
"derstands, can be summarized as follows:

Time schedule float. Defer action on the question

of changing maximum deferred availability from two

to three days until after all other approaches to

the float problem have been pursued.

Holdover float. Adopt a policy under which each

Federal Reserve office will review the factors causing

holdover float and take such action as may be necessary

to obtain a substantial reduction in holdover float

Without increasing float in other components or at

other Federal Reserve offices, with the understanding

that the Subcommittee on Collections would give further

study to the development of a standard (such as total

checks received) against which progress in reducing

holdover float could be satisfactorily measured.

Remittance float. Adopt a policy under which each

Federal Reserve office will--

(a) Not consider Saturday as a business day for

the purpose of computing availability of

credit for country items (both intra-district

and interdistrict).
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(b) Arrange for over-the-counter presentment,
up to a reasonable time each day, of
remittance drafts that are received too
late for presentment at the local clearing

house.

(c) Promote automatic cash letter payment agree-
ments with its payor banks; and expand,
where justifiable, its use of carrier
services, including the use of air-lifts.

Transportation float. Adopt a policy under which all

Federal Reserve offices will--

(a) Adhere closely to the existing "75 per cent

rule" (a requirement that not less than

75 per cent of sendings over a period of

time must be received before the close-out

hour) in determining whether individual
direct-sending banks should be given one-day

or two-day credit for interdistrict city items.

(b) Give careful consideration to the desira-

bility of furnishing accurate availability

schedules to each direct-sending bank not

participating in consolidated shipments.

Regional clearing facilities. Continue the study by

each Federal Reserve Bank of the feasibility of

establishing regional check clearing facilities in

its District, with the understanding that the Subcommittee

on Collections would continue its efforts to develop

guidelines for the evaluation of possibilities for regional

clearing facilities.

Workshops on float. Arrange for the Subcommittee on

Collections to sponsor a series of two-day regional

workshops for Check and Accounting representatives

from each Federal Reserve office for the purpose of

facilitating a better understanding of float and the

possibilities for its reduction, and of the informa-

tion available in this regard from the September 1966

float survey and other sources.
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The Board believes that it is highly desirable to move ahead
as rapidly and as energetically as possible on the recommendations
adopted by the Conference regarding float. The Board notes that
the September 1966 survey indicated that time schedule float on
iflterdistrict country items accounted for about 54 per cent of
all float, and that it is the position of the Conference of
Presidents that the possibility of minimizing float by changing
TIlaximum deferment from two to three days should not be considered
until after other approaches to the float problem have been pursued.
Ac
cordingly, the Board suggests that--

(1) Appropriate announcements be made that after February 17,

1967, no Federal Reserve Bank will consider Saturday
as a business day for the purposes of computing availability

of credit for either intra-district or interdistrict

country items.

(2) Each Federal Reserve Bank now move forward with a study

of possible locations for regional check clearing

facilities in its District without waiting for the

development of System-wide guidelines to evaluate

these possibilities. The Board recognizes that there

will likely be many problems and objections to the

establishment of such facilities, but it believes

that some progress could be made by first identifying

the areas where such possibilities exist and estimating

the volume of checks that might be handled by such

facilities if they were established. This information

could then be used in the light of the guidelines to

be developed and along with such other data as may be

pertinent in formulating final recommendations.

(3) The Conference of Presidents arrange that there be

submitted to it at each of its meetings beginning

in March 1967 a report showing the progress that has

been made, and the difficulties that have been

encountered, by each Federal Reserve Bank and by the

appropriate Conference Committees in putting into

effect the recommendations adopted at the December 12,

1966, meeting to reduce float. In reporting difficulties,

the Board suggests that it would be helpful to have,

along with the nature of the difficulty, alternative

approaches that might be taken to solve the problem.



Ilk. Edward A. Wayne

The Board is gratified with the progress being made by
the Conference toward a concrete program for reducing float, and
it is prepared to lend its support in every manner possible toward
achieving that objective.

Very truly yours,.

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Item No. 12
12/15/66

AOORCOS OFFICIAL CONACISPONDENCC

TO THE 1110ARD

December 15, 1966

Mr. Harold T. Patterson, President,
Federal Reserve Bank of Atlanta,
Atlanta, Georgia. 30303

Dear Mr. Patterson:

In accordance with the request contained in your letter

of September 15, 1966, and pursuant to the provisions of section 2

iolf the Board's Regulations Relating to Branches of Federal Reserve

„.4aks approval is hereby given to the action taken by the Board of

!Jirectors of your Bank in amending the by-laws of the New Orleans •

!ranch by deleting the section providing for a discount committee

"Tring authority to consider and authorize discounts or extensions

°I credit. Approval is also given to the action taken earlier this
month, as Governor Robertson was notified by telephone on

rPtember 2nd, in abolishing the discount committee of the New Orleans

ranch

Very Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.


