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CHAPTIR T
TTRODUCIIOY

Pranch boriing hos been 8 port of the Amoricsn systen of banking
pince the incorporation of the first Bank of the Uhited Statos in 1791,
Included in its charter %zas the aut‘émﬂ:t;y to cotoblish bronches, ond ab
one tim there wore nino branches in oporation,

The growth of branch baridng has boon elow and, din all arcopy hap
beon vigorously opposed oo belne unefmorican ond ageinst the Americen
frov-ontorprise systen, There ere rmany restrictions, both fodewnl and
stato, which bave dmpedod and continue to dmpede the growth of branch
banking, In opite of edverse vopwlotions and sharp eriticiem, brench
banks in the United States have doubiled in numbor 4n the last decade,
while the total mupber of banks has deelined, Iorpors and branch banks
have had the moot offock in roducing the mubor of beniw,t

At the present timo, sizteon ctates and the District of Colunbia
poruit statosulde branch banking, tuenty-one permit 4t on a limited besis,
nme atatos prohiblt i%, and two states have no laws z'egamﬁng branch
boniding.  The now state of Aleske and the somm-towbs state of Hawald allow
1% on & limited basis,?

On Decenbor 31, 1950, thore vere 13,501 commoreial barks in tho
United States and 0,061 branchos for a total mumber of banlting aﬂims

of 22,362, On Doconber 31, 193, thore wore 15,400 cosmorcind barks in

Inusiness Veck, October 11, 1958, p. 53,

21957 Annual Report Comptrollor of the Curmn% Pe 10,
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the United States and 3,007 branches for a total number of banking offices
of 18,913 Thus, sinco 1934, there has been a decrcase of 1,983, or
12.h%, in the number of cormercial banksj &n increase of 5,854, or 1947,
in the number of branches, and an increase of 3,8?1, or 20.9», in the
total number of banking of fices, ’

Tn the State of Virginia on December 31, 1958, theve were 312
cormercial banks uith 23L branches for a total number of banking offices
of 46, The commercial banks of Virginia comprise only 2.L% of the
cormercial banks in tho United States, 2.7% of branches and 2,4% of the
total muber of banking offices. Yoi, it ranks oleventh among the states
in the total number of branches maintained by its commercisl banks,

In 19k8, there wore only 96 branch banks in Virginia,. 'Thaé, in the
last decade, the number of brancﬁ banks in the State has more than doubled.
This renewed interest in branch banking is due to several factors.

1. The rapid growth af the suburban areas resulting from the
suburban movement of the population.

2. The cengem:ed tratfic conditions and the lach of available
parking prevalent in the larger cities and towns,

3. Inadequate banking ouarters resulbting from an increase in the
volume of bank business,

L. The desire of bank managenent to mainbain and increasse their
competitive position.

5. The nced for better banking services,
6, The profit mobtive of the bankers.

3rederal Reserve Bulletin, February, 1959, p. 210,

thldg, D. Lll.



PURPOSE OF THE STUDY

The interest in branch banking is again at a high 1eve3.,k as cvidenced

by the appearance of numerous artlcles on branch baxﬁcing in various news

media,
The October 11, 1950 issue of Business Ueelc contains a discussion

of the current active interest in branch ‘oam«:ing in Missouri, Following
are some excerpts from that articlé,

The rise of branch banking has been held dosm by the laws and
policics of some states, Extension of branches has beon stoutly
opposed in many states; and branch banking is prohibited entirely
in ninc states, Cne of these is Missouri, which is going into the
final rounds of a political fight to legalize limited brarch banking,,,

Backers of the proposal went directly to the public to cnact this
law through initiative and referendum because they knew they didntd
have a chance in the legislature, In the banking ficld, the small
country banks wield majority influence in the 1egislature s and they
are implacably opposed to any form of branch banking..

This year's drive to lepalize branch banking didn’t originate with
the big St. Iouls and Kansas City banks that could be expected to
benefit most from it, The move was sfarted by Hesouri's big mebro-
politan newspapers, on the ground that banking facilitics
inadequate in the changing and growing urban-guburban areas.

The 1958 Report of the Committee on State legislation of the Virginia

Zankers Association made reference to branch banking,
Your Cormittee on State Legislation hes had a very active year,

This has come about nebturally because the General Asscmbly of Virginda

met in 1958, Also because of sevoral inqmries regarding the current
bransh banking laews of Virginia, a number of special meebtings have
been held, Concerning this, achion has been carried out according
to specifie direction by the Pregident and Doard of Directors. This
natber will be presented %o the Board of Directors at their June
meeting and if directed,’ your chairman will present the results of

sﬂuqiness Hoek, Octaber 11, 1958, p. 53,
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this stugy to a fortheoming convention of the members of the Asso-
ciation.

Appearing in the Jamary 25, 1959 issue of tho Richmond Times

Dispatch was the following statement regarding branch banking in the
Richmond arca.

In Richmond, there could be an allwout rush for branches if a
report mede public Friday is adopted, The Public Administration
Service of C%xicago suggested that Richmond and Henrico county should
congolidate, v \

The Harch 19, 1959 issue of the newsletter of the Virginia Bankers
Asgocietion contained a summary of the report of the Cormittec on State
Legislation of the Virginia Bankers Assoclotion on their recent inwvesti.-
getion of branch banking in Virginia, Tho conclusion was that no change
in the present law is nceded and that no action should be initiated in
the 1960 session of the Virginia Genoral Assembly.®

On page 1 of the May 28, 1959 lssue of The Wall Street Journal

appeared the follouing:

Branch banking suffers another setback, A bill o permit Chicago
banks to establish branches was withdraun this weeck in the Illinois
logislature because of "the emotion-charged atmosphere.® DBoosters
for the bill were Chicago's tuwo largest banks--the First National
ard the Continenmtal Illinois~-while the Illinois Bankers Association
was opposed, '

¥Miss Patricia 3, Carth, in hor thesis written in 1948 and entitled

Dranch Banking in Virginia, stated:

6"Report of Cormittee on State Legislation,” Virginia Bankers ASBO= -
ciation Year Book, 1958, p. 106,

Thichmond Times Dispatch, January 25, 1959, p. BeT.

8Barking Mews, March 19, 1959, p. 1.

9The Wall Strect Journal, May 28, 1959, p. 1.
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There is a group working for the extension of branch banking in
Virginia at the present time, but it is a very omall one compared
with that of its opponent, This latter group consists of a majority
of the unit bankers, who have a powerful political backing, This
group 1s so large that it would scem that there is no future to branch
banlcing in the State of Virginia, 10 |

| Although she did nol name the Virginia Benkers Assoclation as the
opposing group, this group is the largest organized bankers a,saoéiation
in Virgi.ﬁia and a great majorily of its members are small unit banks, who,
in general, are opposed to branch banking There are current rumors that
the hranch banking question wﬁl be brought up for aiscussion in the 1960
General Asser:ﬂ:ly. If the branch ba:ﬁking queatian is brought up, this
will again be a fight betweev big and mttlo banka through the Virginia
Bankers Assoeiaticn. '

Interviews uith representa’aives of top managemen’o of two of Richmond's
larpgest banks indicate thgt their management is very much interestod in
branch banking and its current logal status in Virginis.

45 shown on page 2 of this study, conditions will continue to exist
in the foreseeable future which will hélg keep branch banking in the limow
light, éompetition,tc serve new reéidentia‘i areas; new inﬁustrial_s‘itea,
cost reduction through centralization of certain sorvices coupled wiith
the ability to reach and serve customers, all of these will scrve to I:éep |
interest high in branch banking, |

With all of the intércst in branch barnking as shown in the previous
discussions, this study wes undertaken to e@uaﬁa the present position

of émwial branch bankingin the State of Vﬁrginia.

1°Patricia S. Garth, Pranch Barldin
g in Virginia, A Thesis presented
to the Graduate Faculty of the University of"?'fr'%é"in candmdacg for
the degree of Master of Arts, 1948, p. 87.
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In order %o do 'bhiB, it is necepsary to review the history of
branch banking, the az-[mments for and against branch banking, the reasons
for cormercial banks establmbing branches, ﬁhe problems and procedures
involved, and the legal requirements, both siate and federsl, relating
to the estéblishment of branch banks,

DIFINITIONS OF TERUS USED

Cormercial Bank, A comwi'cial benk has as its primary functions

the receipt of deposiis , the {ransfor of money end credit through the
use of checks, and the making of loans.n

In addition to ite primary functions, a commorcial bank generally
pays checks, collects sundry financial instruments, proves end packages
official coin and currency, invests funds, and holds and administers
pmpertj for others,1?

Chain Danking, A cormmercisl branch bank maintains a head office

and one or more branch offices controlled by the head office, Thus, 1t
differs from chain banking where the contral' of a nunber of banks is
exereised through the embire or majority ownorship of stock by a group
of vindividuals, who in turn, take an active part in formlating the
policies of the barks in the chain.

Group Banking, Branch banking also differs from group banking in

that group banking is an arrangement by which a gubstantial proportion
of the stock of cach bank in the group is held by a holding company engaged
in the busincss of banking,13

Hrundenentals of Banking, The merican Institute of Danking,
(Yew Yorky 195L), pa ils

12134, p. 8. | 131bid., p. 13
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Cormercial Branch Bank., Section 5155 of the United States fovised

Statutes defines a branch "o include any branch bank, branch office,
branch agency, additional office, or any branch place of business located
in any State or Territory of the Uni.tqd States or in the Distriet of
Colurbia, at which aeposits}are received, or cheoks paid, or money lent,"ih
For tho purpose of this thesis, branch banking will be considered
28 a type of multiple office banking under which o bank as a single lopal
entity operates more than one banking office with each office performing
the functions of a commercial 'bank,lg

Wrodopal Ban!dn;- Loy leporis, Commerce Clearing House, January,
1952 s Pe 22910

150 i, Gagla UBrench, Group and C’haizz Bardting,” Bamdnp Studies,
Federal Roserve Doard s Harch, 19147, pe 116,




GIAPTER II
HISTORY OF BRANCH BANKING

Branch banking had its inception in Scotland as carly as the last
quarter of the 18th century, Muring the same periocd branch han&ing vas
sugrested as a remedy for England's recurring monetary and banking crises;
Scottish immigrants undoubtedly brought the idea of branch banking to this

country.

FIRST BAYK OF THE WIITED STATES

Branch banking in the United States had its begiﬁniné with the
chartering of the First Bank of the United States in 1791, In its charter
was included a provision for the establishment of branches.

", «elt shall be lawful for the directors aforesald to estsblish
offices wheresoever they shall think fit, within the United States,
for the purposes of discount and deposit..."l

Although Alexander Hamilton had opposed the inclusion of this provision
in the charter of the bank, eight branches were soon established, These
branches were located in Few York, Boston, Baltimore, Charleston, Norfolk,
Savarmah, Washington, and New Orlecans,

The bank was a financial success, However, when its charter came
up for renewal in 1811, the rencwal, for political reasons, was not granted.

Thomas Jefferson was one of its main opponentsy he condermed the ronopoly

of 2 single bank. Thus, the opposition to branch banking aapbeing contrary

1john T, Holdsworth, The First Bank of the United States, Senate
document 571, (Washington: GCovermment Printing Office, 1910), ps 130.




9
to the principle of the American systom of free enterprise had an carly

begimming.
SECOND BANK OF THE UNITED STATES

In 1816, the Second Bank of the United States wag charteved, and
acain a provision was included for the establishment of branches. The
conditions for establishing a branch were tuwofold: (1) 2,000 shaves of
the bank's stock had to be held in the state, and (2) the state legisla=
ture had to apply for a branch. Under these conditions twenty-six branches
were established, However, ‘only' tuenty~five were cver in oporation at
the same tine.?

Because of the poor transportation and communication facilities .
of the times, the twentyefive branches proved to be too many for economi-
cal operation and effective control. The selection of places for branches
vas nade for Treasury Department convenience rather than commercial needs,
Some of the branches were established in newly setiled reglons wherc cone
trol was difficult and sound business practice had not yet developed,

The losses at such branches were heavy due to unwise methods of administra=-
t4ion and fhrough the inability of the branches to adapt to local conditions,3

Although the bank had its high and low points, from a financial

point of view it was highly successful,l

When the charter of the bank came up for renewal, President Jackson
vetoed the bill, and the bank was closed in 1836, In the later stages of

Z2John M, Chapman and Ray B, Westerficld, Branch Banking, (Hew York:
Harper and Brothers, 1942), p. 31,

3Ibid., pe 31.

bghiriey Nonald Soutimorth, Branch Banking in the United States,
(¥ew York: NeGraw-Hill Book Company, INC., 1920), De Ue
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448 short existence the bank became & major political issue. The strong
opposition it reccived from state banks, who feared monopoly and competle

tion, was one of the chief reasons for the charter not being renewed,
STATE BANKS

With the Federal Govermment no longer chartering banks, banking
and branch banking were left entirely in the hands of the states, Branch
banking enjoyed considersble success in the South and West, with the greatest
successes being in the states of Indiana, Chio, lssouri, Kenituecky, Virginia,
and North Carolina, This was due to the searcity of banking capital,
Branch banks were the most economical, surest and safosd nothod of extend-
ing or atbracting capital to such loealities. Capital was plentiful in

the Vortheastern states so independent banks could be esf;abiisheé as noeded.”
THE NATIOHAL BANK ACT

The Federal Covernment again entered the banking ficld with the
pagsage of tho National Bank Act of 1863. The Act was passed for two
main purposess to secure & uniform bank note currency and 4o create a
market for govermment bonds to finance the War Botween ih‘a States,

Since branch banking did not enter the discussion on the new law,
no provisions were includsd for the establishment of branches, However,
an amendment was passed in 1865 which provided for the conversion of shate
banks into national banks and allowed the banks to retain previously

Sl'biﬁ', pa z{é-
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eptablished branches, For more than fifty years the Act was consirucd to
prohibit national banks from having branches,®

Chapman and Westerfield considered that branch banking was elimine

ated from the National Banking Act by the following five factorss

1. The spread of free banking legislation, both state and national,
Tree barnking is a system where unit banks could be chartered
freely under a general banking law, and its great evil lay in
the opportunity it gave for favoritism and corrupbion in the
granting of charters.

2. The spread of a bond secured note schene,

3., The prohibitory tax on state bank notes which was levied by
the Act of July 1, 1866, It imposed a 10 per cent tax on all
notes of state banks paid out and it had the cffect of forcing
state banks cither to stop isauﬁng elirculating notes or to
convert to national banks,

e The decline in the importance of state banks and a rise in
national banks,

5. The collapse of the South during and after the War Between the
States, that being the section of the country where branch
banking was most prominent,’

In 1896, a aﬁwey of gtate laws repaerding branch banking was made

by the Comptroller of the Currency. The survey revealed that twenty states
. permitted branches, ten states had no law prohibiting them nor providing
for their establishment, and thirteen states prohibited them,®

In the year 1900, the Gold Standard Act was passed. This Act lowered

the capital requirement for the establishment of & bank from §50,000 to

%, E. Cagle, "Branch, Group and Chain Banking," Banking Studics,
Federal Reserve Board, fiarch 1947, p. 116.

7Chapman and Westerfield, oo, cit., p. 61,
81896 Annual Report of the Comptroller of the Currency, Volume I,

. hOO
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#25,000. This automatically encourzged the establishment of =mall undt
banks o the detriment of branch banks,?

A survey by the Board of Governors of the Federal Reserve Systenm
“in 19013 revealéd that in the year 1900, ecighty-secven camercial_‘ banks in
the United 8tates wore operating a total of 119 branches, 10

In 1909, California passed a law permitting state-wide branch
banking, This action was soon repeated in many other states and by 1915,
state commercial banks had wiz#.:.épeme&m-f 755 -bramches, as compared with a
total of 26 branches of rational banks,lt

FEDERAL RESERVE ACT

The Federal Rescrve Act was passed in 1913, Although it extended
the privilege of membership in the system to the state banks and allowed
them to continue to operate existing brenches and permitted the organi-
zation of foreign branches by American banks, it did not provide for an

extension of domestic branch banking.
BANK CONSOLIDATION ACT

Agitation for relief was contimued by the national banks and in
1918 tho Bank Consolidation Act was passed. This Act permitted "staté
banks to oblain national charters or to join the Federal Reserve System
while reteining any branches in opamtian, bt such banks could not thareaf’cer.

9Ben§amin H, Beckhart, Bankine Systems, (New York: Colurbia Univer-
sity Press, 195L), p. 852,

loRaymond P, Kent, Money and Banking, (YNew York: Rinehart and Company,
Inﬂ., 19’-39)3 Pe lh9-

Urpid., pe 1L9.
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establish new branches; lilewise, iix’absqrbing state banks s national banks
could continue in operation any branches already founded by the state
institutions,"12 | |

A further breach in tho rostrictions of federal law wes made by
a ruling of the Comptroller of the Currency, D. R, Crissinger, in 1922,
The ruling, which bad no specific legislative sanction, permitted national
banks to open additional offices (tellors! windows, agencies) within their
home clty provided that state law did not explicitly forbid such zction,
These offices uere merely to receive deposits, cash checks, and take
applications for loans, |
This action created a stom of controversy which was somewhab
alleviated by tihe sppointment of Henry M. Dawes as Compiroller in 1923,
Hr., Dawes, who was unfriendly toward branch banking, applied to the
Attornoy~Corieral for on opinion on the legality of the ninety~odd addi- .
tional offices which had been established under this ruling., The Attorney-
General stated that it was legal for banks to establish in-city branches
to handle routine services such a8 receiving deposits and cashing c;hec:ie:s‘.:LB '
Prior to November, 1923, the Federal Reserve Board required bhat
all member banks rust have permission from it before establishing any
branches, and the application for the branch had to be approved by the
State banking department before being sent i)o\tha Bbard. In passing on
the application, the Board coneidéred the following: (1) tho condition

larbidog Pe 1’49.
13chapman and Hesterfield, op. cit., pp. 97-98.
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of the present bank, (2) the rate of expansion of & given branch system,
(3) the coordination of the branches already secquired, (L) the charactor
of the management, (5) the locel conditions, and (&) the public convenience
and advantage, | |

In 192h, the Federal Teserve Board adopted another resolution for
the purpose of liniting the establishment of branches by state member
banks, The following procedure was set for the securing of permits to
operate branches:

1, No state member bank may eshtoblish a branch except upon’
application to and approval by the Board.

2. The state barking authorities must meke regular and simule
taneous examinations of the head office and all branches,

3. The parent bank must mairtain a certain ratio betweon capital
and total liabilities and an adequate percentage of liquidity
in 1ts total invesiments,

k. Tho state suthorities muat first approve an application of a
bank for a branch before the Board will eonsider it.

S If a branch is not opened within six months from the date of
approval by the Doard, the permit becomes void, unless the
time is extended by the Doard for some reason, '

6. The Poard has the right to cancel any pormit for cange, 1l
MeFADDEN ACT

Doubts as to whether the Comptroller of the Cumcy had acted
within his powers in his branch banks ruling in 1922 opened the door for
further Congressional investipation of the.‘ branch bank operations engaged
in by national and state banks. The result was the passage of the McFadden
Act of 1927, The provisions of that Act weres

1bChar1es ¥, Collins, The Pranch Banking Question, (New York:
Maemillan Company, 1926), pp. (9=00.
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1. National banks located in states which permitted branch banking
could engage in city-wide branch banking with the following
limitations -
ia) in citics of less than 25,000 no branches were permitted.

b) in cities of 25,000 to 50,000 population one branch could
be established. -

gc) in those of 50,000 to 100,000 population two branches,

d) in cities of more than 100,000 population, any number
approved by the Comptroller of the Currency.

2. State banks, when converting into national banks and national
banks when merging with one another could retain all branches
in operation as of the date of the approval of the Act,

3, State banks could join the Federal Heserve System and retain
211 branches which were in operation on February 25, 1927 bub
all branches established after that date outside their bome
office cities would have to be relinquished by state banks
desiring to join,

i, State banks which were already members would be required to
forfeit their membership were they to establish new branches
outslde thoir home ecities, _

£, TNational banks Merc pernmitted to retain branches alrcady in
Mawful operation," as well as single branches operated with
or without official sanction for twenty-five yoars or more.Lld

The McFadden Act thus abtempted to restrict branch banking operations

of state as well as nabtional banks,

Aftor the passage of the McFadden Act, nothing further was done to

smend the federal laws regarding branch bank operation until after the

banking crisis of the early 1930fs,
BANKING ACT OF 1933

The collapse of thousands of unit banks during this crisis once
again suggested the corparison of the safety records of unit and branch
banking systems, The result was the Banking Act of 1933 which created

the framework for a more extensive development of branch banking.

15raymond p, Kent, op. cit., pp. 1L9=-150,
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The provisions of this Act were as follous:

1,

2,

3.

The states wore to decide whether to allow or encourage branch
banking, If a state allows its chartered banks to establish
state-wide branches, then a national bank operating in the

state could do likewise; if a state permits only city-wide
branch banking, then the national banks are similarly restricted;
and if a state limits branch banking to some other unit of
terrivory, as the county, then national banks are similarly
linmited,

In establishing branches, national and state member banks must
satisfy certain capital requirements, The genoral rule is that
a bank must have $500,000 of capital to establish any branches
whatsoever outside its head office city; but in a state of less
than 1,000,000 population, the minimum is cut to $250,000; and
in a state of less than 500,000 population the minimum is only
100,000, In total a naticna}. or state member bank and ite

out of toun branches must have capital equal to what would be
required if each were an independent unit bank.

Hational banks are permitted to open seasonal agencies in

yvesort communities for the receipt and pmyment of deposits
without regard to the capital requirements applying to branch
operations, This zuthority may be exercised only if the
branchea are located in the hoad office counties of the nationsl
banks concerned, if the state governments permit county-wide
branch banking, gnd if the resort communities are not scrved

by other banks,l

BANKING ACT OF 1935

The Banking Act of 1935 made no important changes in branch bank
legislation, The provisions relating %o branches were:

1.

2.

3.

The Board of Governors of the Federal Reserve System had to
approve the establistment of new branches by state member
banks outside their home cities,

The Board had to approve the retention of branches established
by newly admitted state member banks prior to February 25, 1927.

The Board had to approve the reclocation of state member bmk
branches.

lélbid. » W‘ 150"151.
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i, The banks that are members of the Federal Deposit Insurance
Corporation but not of the Federal Reserve System had to

obtain the consent of the Corporat%on to change the location
- of branches and to open new ones,t

FEDERAT, RESERVE ACT AMENDED

The high capital requirements of naﬁional and member state banks
for the establistmert of branches continued to hamper the grouwth of
branches, On July 15, 1952, ﬂze Foderal Reserve Act was amended. The
capital requirement was amended so as to require national and state nember
banks to have only the capital required by the law of the state in which
the bark was located,10

The result of this Amendment has been to equalize the competition
between national and state menber banks with non-member banks in the estab-
lishment of branch barks.

. STATE LIGISLATION

The states have many different laws regarding branch banlking,
They can be broken down into four main categoriess (1) states permitting
state~wide branch banking; (2) states permitting branch banking within
limited areas; (3) statea prohibiting branch banking, and (k) states with
no laws regarding branch banking, |

Table I on page 18 gives some insight into the trond of feeling
toward branch banking since 1910. '

Table II on page 19 shows the status of gtate laws governing the
establishing of br?mc!zee at the end of 1957.

171id., p. 151.

18Parasrranh 178, Branches of National Banks, Amendments to the
Federal Reserve Act, July 15, 1952, p. 17.
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TADLE I

STATES PIRMITTING AND PROHIBITING BRANCH BANKING

States Permitting States Permitting  States Prohibit-  States with

Yeor State~-wide it in Limited ing Branch Bank~ nollaws on
- Branch Panking Areas ing .Branch Banking

1910 . 12 S0 3 27

92, 12 6 a8 12

1929 9 10 22 7

1932 o9 1k 18 i |

1936 . 18(a) 17 9 5

1939 19(a) 17 | 9 L

195k Car(a)y 18 10 L

1956 17{a) a1 9 2

(a) Includes District of Columbia,

Sourcet Annual Report of the Comptroller of tho Currency
for the years given,



TABIE IX

SUMMARY OF STATE BRANCH BANKING LAWS

A8 OF DECEMBER 31, 1957

19

States Permitting

States Permitting

States Prohibite

Stoates with no

Statew-wide Branch DBranch Banking with- ing Branch Bank- laws regarding
' Banking in limited arcas ing Branch Banking
Arizona amg Colorado Hew Hampshire
California Alaska: Florida - Wyoming -
Connecticut Arkans Ilinois :
Delaware Georgia Minnesota
District of Columbia Indi Migsouri
JIdaho Joua! . Fontana
Iouisiana Kansas Hebrasks
‘Maine Kentuckyt Texas
“Hayyland Massachusetts™ West Virginia
Hevada Hichipan
North Carolina mssissippﬁ,
Oregon New Jerscyl
fode Island Tew Mexicod
South Carolina Hew York?
Utah - lorth Dakotalt
Vermont Chio?
Washington Oklahomal
SR Permsylvaniall
Virgin IslandslO South Dakotalt
B Tmsseel
Virginial
msconsinh
' Haﬁaiis’

Ipormits branches within the city and/or county of head cﬁ‘iee.

2osrmita branches within limits of county.

3permits banks in cortain classes of cities to establish branches
within limits of cibty of head office.

bpermits only Yoffices," "agencles,” "stations," “windows," or
"branches" for limited purposcs.

5Pemit3 branches

in 100-mile radius of head office,
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TABLE IT (continued)

, 6permits banks to establish branches within the county or county
contiguous to the county in which the head office is located, or within
& certain distance of the hoad office, or city in which the head office
is located,

" Toermits banks to establish branches within the 1imits of the
bmﬁd.ng distriet in which the head office is situated,

aPcrmits banks o establish only a limited nuwber of ‘branches,

9Pemits branches within certain geographical gzones.

107here are no provisions as to branches of local banks, but banks
not organized in the Virg%:tslands ”may do business and establish offices
in the Virgin Islands..,".

n?ermts banks to extablish branches uithin tho county or cdunty
contiguous to the county in which the head office is loecated,

Source: 1957 Anmmal Report of the Compiroller of the Currency,
. Ps 19, '
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On December 31, 1957, there were 13,566 commercial banks in this
country, of which 1,893 maintained branches pumbering 7,968, Of these
banks maintaining branches, 677 were national banksjy 340 state member
banks, 856 non-member insured banks; end 20 were non-member, non-insured
barks, The national barks maintained 3,993 branches; the state member
banks, 2,1733 non-member insured, 1,763; and non-member, non-insured, 37.19

These branches were divided among the various states as illustrated
in Table I1T on page 22.,

Now that the national low restrictions covering branch banlking
compare favorably with those of the states, the next bilg move for branch
banking is for the states to make their laws regarding branch banking

more lenient,

DRANCH BANKING IN VIRGINIA

In establishing its banking system, the State of Virginia closely
followed that used in Scotlond, Heavy capitalization was featured as
well as the gystem of branch banks. Prior to 1851, when independent
banks beecame cormon, large banks with many branches constituted the only
type of bank legally permitted to do business in Virginia,

The adoption of this Scottish system was due, in part, to the
lack of sufficient capital at any one place for the esteblishment of a
bank, As a result of this shortage of capital, branch banking was re-
garded as the best solution. In this type system, tho surplus capijbal
of many different areas could be brought together at one central point

19%ederal Reserve Bulletin, April, 1998, pp. L92-L93.
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UMBER OF BANKS AND BRANCHES IN OPERATION ON DECEMBER 31, 1957

Yo, of Banks

Name of Tobal No, Banks Rumber of
State State and Nattl having Branches Brancheog
Alabama 239 18 5l
Arizona ? 5 125
Arkansas 237 25 28
California 128 sk 1,348
Colorado 173 1 1l
Connecticut 158 33 139
Delauare 29 7 1
Mstriot of Columbia 16 p1 52
Florida 270 0 4]
Georgia 2 19 62
Idaho 28 8 77
Dlinois 939 0 0
Indiana L68 ok 219
Iowa 670 120 16
Kansas 595 2 2
Kentueky 364 52 105
Louisiana 1582 59 137
¥aine .89 29 107
Maryland 15% L6 180
Hasgachusetts 357 75 29
Michigan 353 100 Lo
Hinnesota 68 2 6
Mississippl 195 57 112
¥issouri 608 2 2
Montana 115 0 0
Nebraska 1 va ) 1 1
Nevada 6 5 31
Hew Hampshire 108 2 2
New Jorsey 29L 110 328
Hew Mexico 52 21 3
Yew York 588 152 1,164
Horth Carolina 210 91 383
Forth Dakota 15k 18 26
Ohio &l 1k 188
Oklehoms 387 1 1
Oregon 56 i 157
Pennsylvania 778 160 589
Fhode Island 18 7 76



TABLE IIT (continued)
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South Carolina 1L k1 105
South Dakota 172 .28 52
Termessee 298 58 162
Texas 959 3 3
Utah Lo 13 61
Yermont 59 1 18
Tirginia 313 88 200
Washington 88 19 238
West Virginis 183 0 0
Wisconain 551 91 151
Wyoning 53 0 0

1,892

Sma——

———

Source: Fedoral Rescrve Bulletin, April, 1958, pp. L92-493.
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and be distribtuted 'caﬁere it was nost urgently needed. In aﬂditicn,' com
petition and operating expenses were less in a branch systen,

These advantages were well illustrated dwring the resumption of
spocie payments in 1817 as not a single bank in the state failed.20

The first bank to be chartered under the system was The Bank of
“Virginia on January 30, 180k, The bank was established with its head
office at Richmond and branches at Forfolk, Fredericksburg, and Petors=~
burg, The charter included provisions for the location of the head oi’i’icev
and branches, the capital needed, and the mumber of shares to be issued,
From 180k to 1812, the bank acquired great power and enjoyed a banking
monopoly in the state except for a bhranch of The Bank of the United States
in Norfolk,

In 1810, there was a neced for additional banking services in the

state, On Februmy 13, 1812, another bank, The Farmers' Bank of Virginia,

wag charﬁered. The charter provided for branches to be established at
Norfolk, Lynchburg, Winchester, Petersburg, end Fredericksburg, 2t

In 1817, two now banks wore chartered and author:‘f.zed' to open
branches. They were The Northwestern Bank and The Bank of the Velley.
The banks enjoyed grest success from 1817 to 1637, The need for addi-
tional banking gervice was again evident in 1835; however, nothing was
done until passage of the general banking law by the General Assembly on
March 22, 1837, This law contained two provisions recarding branches:

(1) mother bank was to have nino directors and each branch seven, vith

Eoﬁeqrge T, Starnes, Sixty Years of Branch Banking in Virg.g’u‘aia,
(Yew York: Meemillan Company, 1931), Dp. 20=c0. ‘

2lroid,, po L3
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the Cereral Asgenmbly rescrving the right %o appoint four of the seven
directors of each branch, and (2) &ll notes of branch banks had to be
simed by the president and countersigned by the cashiex"of the mother
bank, 22 | -

Soon after the passage of this law, The Exchange Bank of _Viréinia
vwas established at Norfolk and was granted permission to establish branches
in Michmond, Petersburg, and Cl}arlattesville‘ |

A1l the banks of the state survived the specie suspensions of 1837,
1839, and 1841, The industrial recovery after 18l1 ensbled the banks to
be profitably operated ut nothing was done to increase the barnking capital,

By 1850, there were six large banking systems in Virginia, The

parent banks and their breanches are listed below:

Bank of Virginia

Richmond, H.O,

FParmergt Rank

Ricirnnoné s H.0,

Esphange Bank

Norfolk, H,0.

Norfolk Horfolk Petersburg
Portsmouth Petersburg - Clarksville
Petersburg Fredericksburg Alexandria
Fredericksburg Iynchburg Abingdon
Lynehburg Winchester Salem
Buchanan Danville Weston
Danville Farmville Iynchburg
Charleston Charlottesville Richmond
Union Wytheville

Alexandria

Louisburg

Blacksburg

Bank of the Valley
Winchester, H,0,

Horthwestern Bank

¥Wheeling, 1,0,

Herchants & Mechanics Bank

Whe eling 4 H.O,

feomey Wellsburg Norgantown
Charleston Morgantown lount Pleasant?3
Ieegburg Clarksburg

Staunton Parkersthurg

Christiansburg Jefforsonville

Hoorefield

21m1d., pp. 85-86,

23Patricia S, Garth, Branch Danking in Virrinia, A Thesis for
Haster's Degree from the University of Virginia, 1940, pe bl.
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FREE BANKING INTHODUCED

In 1851, Virpinia adopted "frec banking® similar to that adopted
by New York in 1838, This was suthorization of a system of indeperdent
banking leading to the establishing of many unit banks,

The rew unit banks found that it was not easy to compete with the
branch banks, Thereforce, when the charters of the old banks came up for
renowsl in 1857, an effort was made to block the renewal of the charters
and replace the old gystem with one of independent banlks. This effort
failed and the charters werc renewed. Dy 1860, there were scven banks
operating thirty-nine branches, 2l

In the rencwed charters there was inclnded a provision that the »
loans and discounts of any branch were not to exceed twice f;he capital
of the same and that the cireulation of each branch was not to exceed
five tizes the coin in the bank,25

During the crisis of 1857, the bmks in Virginia refused to accept
notes of other branches in the same system. As a result, on .April 2

1858, a law was passed requiring each‘ branch to redeem the notes of
other branches in the same systcma% _

The banks of Virginia continued to enjoy profitable times, énd
prior to the War Detween the States thére were no bank feiluves in the

gtate and no rcdizcti:m of eaplital,

2igohn ¥, Chapman, Concentration of Banking, (New York: Columbia
University Press, 193L), p. 10L, v

25&90!’@ T. Otarms, 0}2. Cit., p’O; hS"SB.
26Tbid., p. 112,
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At the end of the War, the majority of the banks went out of
existence either through voluntary liquidetion or through forccﬁ setilo-
rent in the courts, , |
From the end of the ¥ar until 1910, there was little bank legisla-
tion activity, The banks of the state continned to operate under tﬁe |
provisions of the National Banl: Act of 1863 and the 'general stato law of

- 1838,
VI'GIITIA BRANCH BANK LECISLATION SINCE 1900

In 1910, an amendment to the banlkdng laws was adopted, The State
Corporation Commission was given the power to appoint a chief examiner
and assistants, who were to examine the statc banks and nationsl banks

acting as state depositories onece & year,

‘The following provisions regarding branch banking were included in

subscetions 3 and kit

3, Ho bank hercafier orgonized under the laus of this State shall
be authorized to engage in business in more than one place,
unless anthorized by the corporation comulssion; provided,
however, that sach branch banks, when so authorized, shall be
known by the nane of the parent bank, and designated as a
branch thereof,

L, For the purpose of local taxation, the location of every
branch bank shall be considered to be in the county, city or
toun in which the barking houze or offices of such bank are
situated, and the shares of stock of cvery such bank shall be
pubject to local taxation in the county, city or town in which
its banking house or offices are situated, in the marmer and
by the methods now provided by lauw for the asscssment and .
taxation of bank stock; but, the shares of stock of the branch
bank when so assessed and taxed at the situs of the branch
bank shall not be subject to taxation in the county, city or
toun in which the psrent bank is located, And in cases where
8 bank under one corporate organization has banking houscs or
offices and engages in business in more than one county, city
or toun, then each such county, city or town shall be entitled
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to tax such a proportion of the total shares of stock of the
seid bank as the deposits in such county, city or toun bear

to the total deposits of the gald bank, It shall be the duty
of each branch to make such- réports to the cormmissioner of the
revenue of the county, city or town in which such branch is
situated, as are now required by law to be made by banks; and
in addition, a report of the total deposits of the said bank,
and the amount of denogits at such branch thereof as of February
first of each year. It shall be the duty of each such com=-
rissioner of the revenue to sce that such reports are mde,
and to asscgs for taxation such a proportion of the sharcs of
stock of the said bank as the deposits at such branch bear to
the total deposits of the said bank, And it shall be the duty
of such branch to pay to the sald county, city or town the
taxes so assessed, In the amount go paid, shall be included
the taxes on any shares of stock owuned by residents of such
county, city or town, and assecssed for taxation therein. The
amount so pald for taves at the situs of the branch shall be
deducted from the emount that the parent bank would otherwise
pay for local teaxms at the location of the bank, 27

The Act of 1910 was amended in 1912, CSfubscction 3 was altered to
permit the State Corporation Commission to authorize the opening of brahches
only uhen the parent bank had a paid-up and unimpaired eanital of £25,000
and over. Any violation of this law was punishable by a fine of 531,000.28

Yio. change was made in the branch banking law until the passage of

the Act of the Gereral Assembly of 1928, It reads ag follous:

Branches authorized~-lo bank or trust company herctofore or here-
after incorporated under the laws of this State shall be anthorized
to engage in business in more than one place, except that, in its
discretion the State Corporation Commimsionm may authorize banks having
a paid-up and unimpaired capital and surplus of ity thousand dollars
or over to establish branches within the limits of the city, toun, or
village in which the parent bank is located or in other cities having
a population of not less than fifty thousand inbebitants, This secction,
however, shall not apply to brarch banks alrcady established, and this
section shall not be construed to prohibit the merper of twe banks in
the same or adjoining counties and the operation by the merged company
of the itwo banks, Dut any branch bank heretofeore or hersafter cgtabe
lished shall not be operated or advertlsed under any other name than

277cts of the General Asserbly of Virginia, 1910, p, Lk3.

28acts of the General Assembly of Virginia, 1912, p. 402,
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that of the identical nome of the home bank, unless permission be first
had an obtained from lhe State Corporation Commission, and unless such
different nome shall contain or have added thereto language clearly
indicating that it ic a branch bank and of what banlz it is a branch,
Any bank or trust corpany violating the provisions of this section
shall be liable to a fine of onc thousand dollars, te be inmposed and
Judgment entored therefor by the ota‘oe Corporat::.on Comiasn.on, and
enforced by its process,e?

In 1930, a change was made in the law roverning the collection of
taxes on out-of~town branches, Preoviously, the banlk had paid taxes to
cach town based on the branch's deposits in said town, Under tho torms
of this amendment, the town or city in which the parent bank is located
is to collect the taxes and pro-rate the funds to the other touns or cities
in which the branches are located,30

In 193k, this Act was further amended to require the parent bank
to pgilve the assessing officer of the toun in which the tranch is located a
copy of the report given to the cormissioncr of revenue of the parent bankfs
tctm.Bl

Fstablishnont of branches was further restricted by the legislature
in 1933. Branches could be established only under three conditions:

1. A bank having a paide-up and unimpaived copital of fifty thoue
sand dollars moy establich branches within the liniis of the
city, toun or village in which it is located, ‘

2. The State Corporation Commission may authorize banks located
in any ciiy to establish branches within other cities having
a population of not less than fifty thousand inhabitante,

3. DBranches may be opened if they arlse from the purchase of the

assets of or the rmerger with other bmks located in the same
or adjoining counties or within a radius of twenty-five miles

2Ipcts of the General Agsembly of Virginia, 1928, p. 131h.

JOpcts of the Cencral Asserbly of Vireinie, 1930, p. 795.

31Acts‘of the General Asserbly of Virginis, 1931;, Pe 270,
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of the parent bank, The term Yadjoining counties® shall bo
construed to mean counties each of which shall aﬂ;join the
county in which the parent bank is located,32

Subsection (c), Section L1L9(1L) of the Code passed in 1933 was

amended in 1942, The amendment stated thab "if the branches arose from
the purchase of the sssets of, or the morger with, other banks located

in the same or adjoining counties or within & radius of twenty-five miles
of the parent bank, the banks Imwlved shall have been in actual operation
for a period of two years or mom,“33 An excepblon would be made in the
cage where the State Corporation Commission is satisficd that the public
interest demands, on account of enmergency conditions, that a merger or
sale be effected where one or moro of the banks involved have not been

in operation for two or more years, ‘

A% the ammual meebing of the Virginia Bankers Association in lay,

1947, the Association's Committee on State Legislation recommended that
the following changes be made in the branch banking law:

1, That subsection (b) of Scetion L1L9(1h) of the Code be com-
pletely eliminated, the effect of which would be to deprive
the Commission of lte present authority, in its discretion, to
authorize a bank in a city to establish a branch or branches
in other cities of not less than 50,000 inhabitants. In obher
words, no bank in a city would be mrmitted to open under sube

~ section (b) a branch in any other city regardless of population.,

2, That subscctions (a) and (c) be amended *ho require any bank
desiring to open a branch in the same city and any bank in
any county desiring to merge with or purchase g bank in an
adjoining coundy or a parent bank desiring %o merge with or
purchase ancther bank within a distance of tuenty-five miles,
to establish “"convenience and necessity" tierefor.

3. That subsection (e} also be amended to require the lapse of
five years from orgainzation before any bank eould scquire

3pets of the Ceneral Asscrbly of Virginia, 1933, p. 68.

33scts of the Cenoral Assembly of Virpinia, 19h2, p, 10k,
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another bank under subsecticn (e¢) by either merger or purchase,
and thet the same subscetion be also amended o deny the Stabe
Corporgﬁj.on anm‘ifsion ‘th;z discre‘h%ﬁn to waive the five yoar
requirenent in cases of emergency.

Fifteen days prior to its recommended changes in the branch banking
law the Committoo an State Legislation mailed a questionnaire on these
changes to the 315 banks of the state. Sixby-three per cont of the banks
replied. In the discussion of these ref:lics, I, Boushall, t.ha presidant
of The Bank of Virginia at thaj ‘Bime, asked for a breahdown on this vote.
”‘ha comaiﬁtee waa unable to give this, Hc:uaever, it was s‘bated that the
majorz.ty supported the reconmnﬁed changeaﬁg Mr, Bous hall also oppou od |
a vata being btaken on these recommended changes as the Camdtbtes had not
held a hearing where those for and opposed to any dhemgc_:s could presenf
argunents, | In addition, he gcintcé out that only 80 of‘the 315 member - |
banks had ‘mpresentativea gt the Virginia Dankers Associzbion's armual
meeting, o ‘ ,

However, the wote was taken, with 78 voting for the resolution and
2 against 36 .

Vhed these eugggéﬁed charpes in the b?aﬁch barleing law t;eré presented
to the Coneral Assembly in 1948, The Dank of Virginia bibtcrly opposed them
as revealed in the pamphlet entitled "Competitive Banking for the People

or Hon-coz}gm%iﬁiva Banking for the Banl;s,” which it published and distributed

to the menbers of the Ceneral Assembly of Virginie, Following is a reprint

of pages 2l and 25 of that pamphlct,

31‘?:3.1' inia Dankers Association Year Book, 1947, pp. 3.13-111;
35:&)1@5’ PDa 32"330

361p3d., p. 0.
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“"Therefore, sirce it is proposed to repeal only the subsection per-
mitting establishment of branches in cities of at least 50,000 inhebitants,
and as The Dank of Virginia is the only bank which now has branches
under that section, it is quile obvious that the proposed emendments
recormended by the Association's State legislative Cormittece and

- - approved by the vote of the Convention, are directed at The Bank of
Virginia., Thelr purpose and operation in the languace of Mr. Steele
. wWill be to freeze branch banking 'uwhexe it is.'  Bub the freezing applies

only to the operations of The Bank of Virginia, and as shown does not
apply to the branch bank operations of other banks of the States In
fact, from all of this and to repcat by way of emphasis, it is obvious
that no congideration was given to branch banking from the standpoint

of the public interest that fundamentally the proposals are dircoted
golely at The DBank of Virginia and ite competition,

Ag the above quotation showus, !vr. Steele stated on the floor of the
Convention after a perfunctory poll, that 'from what we can gather and
understand from the questionnaires and in discussing it among ourselves
e ssbhey{the mombers of the Commititece)fclt that stete-wide branch banke
ing should be frozen where it is. ' Can any committce act intelligently
in the public interest in such an important matter by & rere mail poll
and without full anmd complete hearings and investigations with an
opportunity afforded to 2ll informed and interested persons to partie
cipate and fully develop the subject? That this Cormittee did not do
so, and thot the Convention, which endorsed the Commitiec's recommenda-

- tions, covnld not possibly have donc so in the course of a three day
public convention is obvious, The 1917 Year Book at pares hereinbefore

- glven shows affirmatively that the Assoclation rcfused to make such a
atudy notwithstanding Mr. Boushall's requests that it be done.

From all of this it must be obvious to everyone that the competi-
tion of The Bank of Virginia in the public interest has hed a
tremendously beneficial impact upon the banking practices and serviccs
in Virginia, that it has had a tromendous and favorable impact upon
the economy of the State, that the dominant clement in the Virginia

. Bankere Association do not like its compeoiition although constructive
and in the interest of the people, and that they seck through the
medium of their yrincipal recommendabion for legisiative amendments
to freeze that competition in its tracks and to prevent and stifle
a1l possible fulure grouth thereof, however constructive and benefie
ciel to the people of the State,® '

~ In spite of The Bank of Virginia's opposition, all of the suppested
'chénges‘ueré adobtéd except the prov:isibn dcnying the State ‘Co‘rporation
Commission the discretion to waive the five-year requ‘iremixt in cases of

Cnergency,
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The oniy information readily avallable on this legislative battle
is in the pamphlet published by The Bank of Virginia and in the Virginia
Benkers Association's annual reports ci’ 1947 and 1948, Uo attempt was
made by this uriter to check the Cencral Assembly's rccords of 1948 as it
was belisved that further ﬁ.nfom*hiog on the_ Subje ot was not imporbént to
this thesis, _

There has been no new law passed on branch benking since 1918,
Today, for all intents and purposes, state-wide branch banking is at a
standstﬁ‘,l.‘

CORRENT STATUS OF BRANCH DAIUKIUG IN VINGIIIA

On December 31, 1957, there were 313 cormercial banks doing business
in the State of Virginia, Out of this total, 83 or 28,17 were malntaining
a total of 200 branches,3! On the seme dete in 197, out of a total of
31} banks, Ll banks or 1l:,0f were mintaining a total of 88 bianches.f's
Thus, in the past ten years, the number of banks maintaining branches has
inereased 1007, and the number of branches has increased 1274, On Decen=
ber 31, 1958, tho mumber of branches had incressed to 23k, and i:hé number
of banks in the state had decreased by one to 312,37 For ini’omaﬁion ree
garding the prowth of the branch system of banking in Virginia since 1939,
sce Table IV on page 3l.

Of the 200 branches being operated on December 31, 1957, 129 were
in the head office city, 36 werc in the head office county, 26 were in

3MFederal Teserve Bulletin, April, 1958, pp, L92-193.

38pederal Neserve Mullotin, Hay, 1948, pp. 586-509,

Frederal Reserve Bulletin, February, 1959, pp. 210-211,
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contiguous countics, and nine were in non-contiguous counties, In addition,
the commercial banks werc operating 17 i’acilitias at Coverrment ostablishe
ments, 10

On the same date in 1947, of the 88 branches, 32 were in the hoad
office city, 26 werc in the head office county, 15 were in contiguous |
'counties,’ and nine were in non-contiguous counties. In addition, the
banks were operating cight facilities at Covermment catahlisbmmta.m

For information regarding the location of the branches sinco 1931,
see Table V on page 36, ‘ | |

Thus, it is easy to see the cffect the limited branch barking law |
of Virginia has had on the establishment and location of branch banks.

UOpederal Roserve Dulletin, April, 1958, po. L9293,
Wlpegeral feserve Bulletin, lay, 1948, pp. 588-589.
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TABIE V

LOCATION OF BRHANCIHES IN VIRGINIA

b e e e e e e e e e e ]

o, of  lHoad Offico Toad Office Comtigu= HomeConti- ~ Facilitles
Year Branches Cily County ous County guous County Lebablighe
' nents
1931 51 29 17 118 - -
1932 6l 29 22 13 - -
1933 69 23 30 16 - -
393k 69 21 32 16 - -
1935 70 21 32 17 - -
1936 62 21 29 12 - -
1937 67 21 29 11 6 -
1938 70 22 31 11 6 -
1939 72 22 32 12 6 -
1940 72 S AR 32 13 6 -
1911 70 21 30 13 6 -
1942 77 23 30 1k 6 L
193 87 23 30 15 6 13
skl 89 2L 29 15 7 i
19ks 89 2L 27 1 7 17
1946 B4 31 26 )] 7 8
1947 88 32 26 15 7 8
1948 96 Lo 26 15 7 8
1949 109 Ly 23 19 9 9
1950 11k 52 23 19 9 1
1951 120 g6 23 19 9 13
1952 112 58 21 oL 9 16
1953 127 71 23 2k 9 17
195L 12 8h 25 2k 9 15
1955 160 98 27 26 9 16
1956 182 117 30 26 9 17
1957 200 129 36 26 9 17

Sprom 1931 through 1936 contiguous and none-contipuous counties were
included under the beading "located outside of head office city or county.®

Source: Tederal Reserve Pullebin, April, 1958, 1957, 1956, 1955; May,
19kh; July, 19433 June, 19423 May, 1941, 19h0ﬁ June, 1939, 1930; YNovember,
19373 ﬁpri%, 19363 June, 1935; September, 193L(included Deecember 31, 1933,
1932, 1931).




CHAPTER III
ARCUMENDS FOR AID AGAINST BRANCH BANKING

Since 1947, the number of branch banks in the United States has
doubled, and in Virginia they have increased 166%, In both the United
States and in Virginia, the number of commercial barks overthe same ten
year period has decreased. For a chart of branch bank growth in the |
United States. sce Table VI on page 3k,

In his annual report of 1957, the Comptroller of the Currency had
this to say cbout the increase in the number of bank branches:

The large number of branch facilitics established during 1957 ree
flects the continuing population growth of suburban arcas requiring
new or additional banking services, parking problems in cities and
larger towns, and the increascd business volume of many banks which
could not be accormodated adequately in their exdisting quarters. '
Increasing traffic congestion and parking problems in urban business
sections continued to promote the need for drive-in banking servicey
31 percent of the LOl branches opened for business during 1957 pro
vided for this type of service. BSixty-eight barkless communitics
were provided with branch offices.

Branches opened for business during 1957 were distributed among
areas with various population density, and established by banks of
various sizes as follous:

In suburban areas of large CibieS.sciveesocvroccrseacosvssses 1T
In cities with population less than 5,000{including communi-
tics that were bankless prior to the establishnent of &
brmh)-.upootlovtbo&.upgtacnoo-bucouu:aotc-nio:ﬁ.q;acéolci 9
In eities with population from 5,000 t0 25,000.csveevsossesss 147
In cities with population from 25,000 t0 50,000+ cessessessse LB
In Cities 'aith populatim OVL‘I' 50’m00l'.’QD'Q.'CGOQ‘Q“¢"‘ 97

Total o
By banks with less than $101{ total reSOUTCEB.sssecossossasns 52
By banks with total resources of SLOMM t0 J25M i eeesessncsss 62
Dy banks with total rescurces of over 25, eseceseveescenase 207

y

Total | Lot

13957 Annual Report of the Comptroller of the Currency, p. 18.




TABLE VI

BANKS AND BRANCHES
Figures in (000)

36

Yoar w97 15ky 1951 1953 1955 1957
No, of Banks 1.8 1,7 1hl7 1.5 1h.3 1L
¥o., of Branches lh’-l ho9 5:5 6.2 ) 70’4 808

Source: Dusiness VWeek, October 11, 1958, p. 53,
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| With these facts and fipures in mind, it is appropriate to discuss
some of the arpunents for and against branch banking.

THE JUSTIFICATION FOR DBRANCH BANKING

Diversification of Assots, The diversification of assets is a safcty

factor advanced by tho proponents of branch banking, With its widespread -
branches, e branch banking system can secure a mich wider diversification
of loans vhereby risks are scabtered emong many industﬁes and over a wide
arca, This objective is only linitedly sttainable by woit banks, . In addie
tion, loans granted by & branch organization are likel'y to be sounder ’éhan
those of wnit bzmkm The larger loans are passed upon h@artially at the
head office without considerations of personal friemdship; local patriat*iém,
and local biases.® The porsonnel. who make the declsions on thege larger
type loans are weoll trained, have many years of expex*ieme, are experts

in differon! fields of lending, end have move information on which to

base a sound declslon, The chief loan men ave aided by a credit analysis
departrent whose m.in duty is to analyse financial stafemn’ss; pointing
out the weaknesses and strong po?mts, as well ag relating verious ratiocs

to those of a like trade,

Targe bvanks alse main‘bain thoir own investment departments with
investment experts, They are in much dloser contact with the investment
narkets, and becanse of this close conbact, they are able to invest more
- wisely and more profitably., With theiy greater capitel structure, larger
banks are able to obtain more diversiﬁéﬁé’ion in their investnent portfolios.

2Rraymond P, Kent, Money and Banking, (Mew York: Rinchart and
Gompany, IIIG., 1913-9), De Lils
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In 8 smell bank, the management of loans and investrents often falls
into the hands of one or o people, while in a larger institubion this is

not likely to happen,
Internal Auditing Department., ZLarpge banks maintain their own internal

auditing departronts with experienced and trained personmel, This is a
distinct advanbage as the smaller unit banks cannot afford full time awditors,
Personnel doubling as auditors cannot alvays provide a fully effective

systen,
Economics of Operation. Feonomies of epovation are obtained through

the concentration of much roubine work at the head oiffice thercby olimine
ating duplicate departments. Because of this concentration of work, smaller
officc area in the branches is required, Thus, it cosis less to build of
to rent plus savings in utiliby bills,

Superdor Managerial Persommel, The larger banks, because they can

afford the payment of higher salaries; sttract a better class of persomel
Who can or wlil be capable of rendering expert services, This is important,
as poor managerent has been gonerally recopnized as the most important
cause of wealmess in a unit banking systenm, ' ‘

In 1955, the Corptroller of the Currency surveyed 169 nationsl banks
that had been bought by other banks, Sixty-—éight of them gave "management
problems” as their incentive for morging,3

" In his book on banking John Chapmen stated, "Any banking system
with inferior management 1s likely to suffer heavy losses, wh

3pichmond Times Dispatch, April 21, 1957, p. 8B,

l‘Jobn M, Chapmen, Concentration of Banking, (Wew York: Columbia
University Press, 1934), D. 290,
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lore and Better Services, The branch bank is able to render more

and bebter services than e small unit bank, This is beocause the branch
has access to a larger staff upon which to call far'exper'b assistance
and aczvice;_ Yany of these staff membors are specialists in thelr respece
tive fields. . »

The larger bank elso has a higher loan limit and thus is better
able to serve the cormunity credit-wise, especially if the branch is located
in or near an industrial érea. where large loen requests are commone At
the yres¢nt tirme, @ national aﬁartered bank can loan 107 of its capital
ard surplus to any one borrower and a state chartered bank can loan 15%
of its cipitel end surplus, |

Iﬂ‘m instances, a company or individual would be reluctant ‘to
place on doposit a sum representing too preat a percentage of the unit
bank's capital funds. If the location of the unit bank vere in a small
town, it would naturally foli@ that its capilal structure would be small.
However, if the bank in the‘locatign were a branch of a large out-of-town
bank, this problem i‘é.cing‘the customer would never arise. |

A branch bank can offer the expert services of its trush department,
wire services for customers, collection pervices, currency services, and
many other services which 8 emall unit bank cammot afford to or is not
equipped to perforn,

Creater Hobility of Funds: Through the use of branches, a Branch«

bank gystem is able to shift funds from one area to another as they are
needed., If there is s shortage of lending funds in one area and ‘an excess
in anothor, the exchange can easily be made. A unit bank doos not have
this mobility. This mobility is particularly valusble in times of loecal

depressions,
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Totablishment of a Dranch Bank. A branch banlk can be more readily

eotablished than a unit bank, Nomally capibal and porsannel are no prohlem,

To establish a unit bank, capital mist be raised and personnel rmst
be pocured and isré;;ned. This is not easy to do, as many people would not
be willing to inveé’o in stock of a small unit bank because of its limited
ndrked, In case oi‘ need, the investor would have to find a buyer, and in
many cascs, he mu};a be umable to do so,. ;

Personnel wiuld bave to be sccured, and the acquiring of trained

bank persomel is not casy., .

'One other advantege is greater safety in case of local recession
or depression, If it is .mceaam %o close a branch bank because of une

profitable oncrations; it can be done without loss to the depositors.

ARCUICNTS AGATIST DRANCH BANKING

. 1oss of Loeal Regponsibility., This is the most common argument
against branch banking, Those who oppose this form of banking hold that .
branch organizations are likely to ignore the special nceds of the loeal
communities, They say that branch banking becomes impersonal beecause of
gbaentee managerent, 4

Tt is further said bhot tho commnity cen best be served by local
veople who are aware of -the local problemss The customers and their needs
for banking scrvices should dictate thya operation and policies of ﬁm local
banlk. : -

Complaints of this type are dirocted against the mamager of a branch,
It is said that since the managership of a local branch is just a stopping
over placo for a career barker, he is more interested in his own advances-

mont than the welfare of the local citilzens and commnity,
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This argument is refuted by the following facts., One of the chicf
reasons for the establishment of a branch bank is the acquiring of addie
tional business. The local menager is charped with the responsibility
of developing and acquiring new business and protecting his avea frofn
competitors, He can only accomplish this by an active interest in local
affairs, His advancement depends on how well he succeeds in these ene
deavors, and therefore, he will in all likelihood be more active than a
unit banker in extending the services of his branch to as mary people as
possible., | '

It is also cusﬁomary, for out-of-toun branches, to have an advisory
cormittee composed of well-known and respected citizens of the community.
The existence of this committce tends to make the people of the commity
 think of the ban'lca ag their bank rather than amother impersonal branch
of a big city bé.nk. The committee usmally has no real or implied authority.
However, it can furnish valuable information on how the branch is being
accepted in the commmity, on potential sources of business, on the local
eonditiﬁns of the businesses and industries of the commnity, and can
make helpful suggestions when reviewing the loan lists. |

Thus, the advioory committee is another answer to the charge that
a branch bank is not aware of local conditions. |

Drainago of Funds, Claims are made that branch banking will cause

a drainage of funds from the smaller communities to the money centers as
the bank officials are more interested in lending large sums to great core

porations than in granting small loans to individuals and enall businesses.®

Sf?aymond P, Kent, op., cit., p. 148,
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By doing this the community's resourcec are removed for use in other arcas
ard are not used for the benefit of their real owncrs. |

In some instances, this is true, tut it is also true that with a
branch banking system, funds can be transferred from one locality to
another as they are needed, This was one of the reasons for the creation
of the Federal Reserve System.

In addition, nmany localities would be devold of banking services
were. it not for branch bauks,

Branch Benking is Monopolistic. Critics of branch banking claim

that it resulis in the concentration of economic power in the hands of

8 few who are interested only in their own welfare and profits, It is
argued that since independent unit banks have always been a part of the
American free enterprise systen, nofhing should bev done to cause the dig-
solution of these banks,

As tho states have the authority to replate branch banking, it is
now impossible for an interwstate system of branch banks to develop, thus
creating a monopoly. Even if 1t werc possible for this to happen, the
public would stlll be protected from monopolistic practices becauss of
the many non-bank lenders such as insurance companies, small loan come
panies, savings and loan associations, credit unions and the Small
Business Administration,

The late Senator Carter (Qass of Virginia had the_ following to say
about bank monopolics and sorvices being rendered by btranch banks:

I have been now for noarly 32 years a member of the Banking and

- Currency Committces of the other branch of Congress and of the Senate.

I have been an intent listener and observer of all measures of impor-
tance which have been considered; and I assert here that never in the



L5
whole period has any merchant or businessman having relationship with
banks ever protested against bramch banking...It has only been gonn
by the bank which wanted & monopoly of credit in its commnity.

. Difficulty of Branch Benk Fxamination. Claims are made that braﬁch

banking systems are more difficult to examine and supervise, In a 1érga
system, sn examination of &1l the branches cannot be done simulitencously;
therefore, bad loans or shortages of some kind can be switched from ono
branch to another and thus go unnoticed,

Cenerally such close supervision is not necessary, for in a larger
bank with many officers and employees a secret would bo virtual]y imposs«
ible to keep,? Today, the various examining officials, both state and
federal, combine their forces when examining & large branch bank, thus
enabling simultancous examination of all the bank's branches., '

Scrvice to the Cormunity, It is argucd that undor the system of

corresgeondent‘ bank relationship which now prevails, a small unit bank
is oble to serve its comminity as well as a branch bank. This is true
in regard to correspondent bank services such ag loan participation,
transfer of furds, ct cetera, but the customer is inconvenienced and
often objects to a third party entering the picture,

Road to Soclalization., This argument is not as prevalent today

as in past years, nevertheless, the argument still persists, The nationale
ization of The Bank of England has been piven as an example of what can
happen in a branch system, However, the facts are different as one writer

explains:

6Commoreial and Financial Chronicle, ﬁecembc”r, 1932, pe L317.

TJohn M. Chapman and Pay B, Westerfield, Branch Banking, (low York:
Harper and Brothers, 1942}, p. 30k.
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In 1916, the Bank of Insland passed into public ownership, tutb
this brought few changes in methods or scope of operation, The
fundarmental development by which the entire responsibility for monetary
policy shifted from the central bank to the Treasury had occurred-
long before - at the departurc from gold. In essence then, nationaliw
zabion constituted formal recognition of a situation of soveral years
standing, .. It(The Bank of Englaend) is the note~issuing anthority,
the bankers for the government and the commercial banks, and the
ultimate source of funds for the discount market and monctary system,
It does not commete with the commercial banks and has only eight ’gro-
vincial branches, all mainly concerned with central bank matters.

As far as the Arprican banking system is concerned, it could be
transformed to fit a socialistic pattern through apencies which already
cxist or could easily be formed, In pi'actice, the Tedoral Nescrve Syge
tem, through its control of resources and its open market operations,
tends to supplant the individual bankers! judgment in establishing interest
rate patterns ard, to & larpe oxtent, its lending policies, This power,
when reasonably exercised, presconts no threat to independent banling,

In addition, the Federal Coverrment could always establish new agencies,
such as tho Small Disiness Administration, with more liberal interest
and credit policics, These could adversely affect the present economic
functions of the American_ﬁbmﬂ:srwhether snall unit banks or large branch
banks, |

Opposition to branch banking will continue in all its many forns,
However, the moct vocal opposition will come from competitors and not

from customers.9

Spanking Systems, edited by Benjamin H, Beckhart, (New York:
Columbis University press, 195L), p. 813. ‘

7Palmer T. Hogenson, The Fconomics of Croup Bankine, (Washington:
Public Affairs Press, 19555, Pe 150,



CHAPTER IV
FACTORS T0 IE CONSIDERED INf ESTABLISHING A BRANCH BANK
FOTIVATING FAGTONS

As American industry pmgfesses to meet theincrea‘.smg demands of
our grcm&g popuiaticn}. ané outprous its present location, the businesse
man becomes further and further removed from the old eatablished barking
centers of the cormnity, In addition, the suburban movement of the
population has served to further remove the individual bank customer from
" the banking centers,

The ratural result of this outward movement of industry ard popue _
lation has been the desire of banks to establish branches in the suburban
arens for the purpose of retaining thoir preseh‘h custoners and obtaining
new ones, Through this action, the banks are able to maintain and perhaps
increase.their competitive positim. |

In many instances, thmugh incressed business, banks have outgrown
their present banking quarters. Rather than enlafge their presont ones,
banks have established branches and used the old banking quarters for
the centralization of certain functions such as bookkeeping and transit
departments, trust deparbmnts, credit analysis departments, central filés,
et cotera,

Otler reasons for wanting to establish branches are the desire and
need to more adequately serve present customers, the congested traffic cone
ditions and lack of availsble parking, the desire for ac/iditional and

inereased profits, and for prestige reasons. However, & branch bank should
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never be established for prestise reasons alone as. "The prestipge value of
a branch is not itself enough to warrant applying for permission %o estabe
lish it,nl |

fegardless of the reason or reasons for cstablishing a branch, the
project should not be undertaken unless profitable operation is agsured

within a three year period,
LOCATION

The greatest of care should be é:cercised in planning the location
of a hranch bank in order to insure its success from the sta:idpoint of i
services and profits, |

To insure the proper location of the branch, two surveys should be
undertaken: (1) Survey of population and business and (2) market survey
ard analysis. CSee Table VII on page L9 for a sugpested branch bank Survey
compiled by the lew York State Bankj.ng Commission,

Survey of Population and Business., The purpose of this survey is
to establish the need for a branch bank, Before the actual survey begins,
the estimated arca which the branch will serve should be designsted, Once
* this is done, an actual count of the residences, industrics and/or businecsses,
churches, schools, clubs and other banks within the arca should be madé. |
The industries located within the designated area should be closely examined, ‘
ag they provide the commnity income and attract a large portion é.f the
population., Present population conditions may eliminate a need for banke
ing services. Any evidence of industrial decline would cast serious doubts

| IrFactors in Macing a Branch Bank,® Panking, July, 1956, po. 3h-
36.
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TABLE VII

SUCGESTED DRANCH BANK SURVEY COMPILED BY NEW YOHK STATE BANKIIG COMMISSION

Discription of the Kind of Information that Could Be Developed and sube-
mlitted to the Banking Department in Support of an Organization Certificate
for a lew Institutlion, Application for a Branch office, and Change of
Iocation, and thot would be Helpful to the Cage of the Determination of
the Application, These Data Could Be Presented in the Form of a Brochure
or Memorandum, ' ‘

1,

P@ulation

{a)
(v)
{c)

()

lap, enlarged if possible, showing the arca to be scrved marked
out in red ink,

- Discussion of population - gource of information census and

census Sract data. Area eould be broken down into sections,
and natural boundary lines with population shoumn in each seg-
ment,

Trend of population over a decade or so - and choracteristics
of population,

Analysis of population - income groups - home ownership -
tenant occupancy,

2. Szles and Narkebing Date

3.

(a)

(v}

Transit

A copy of map, i available, of the area as set out by the
Yorking Manual of Sales Control of the New York Market published
by Hew York Journal-American or New York City Market Analysis
published by News Syndicate Co,, Inc, -

Discuss arca from standpoint of i%e importance, integration,
composition of population and importance of banking possibi=
lities to the area, and other points which might come up as

a result of study of the arca, ‘

Data

(a)

Refer to scrvices available to the public - subways, elevated
lines, atreet cars and buses, and thelr importance and effect

~upon the specific location of the banking facility under cone

(b)

gideration,

Refer to amual fare collections as shown in the Transit Record,
a publication of The Doard of Transportation, and show compara~
tive figures for several years back so that a trend may be
ascertained,
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5

6.

50
TABLE VIT (continued)

(¢) Any other fignres on pedestrian traffic, if available - polls,

traffic counts,

Area Conerally

(a)

(b)

Discues and describe area ~ whether retall, wholesale, manue
facturing, office bulldings, residential; type of construction
and pessible future of the area - whether it will grow, is
static, or is retrogressing,

Discuss why it is believed that the particular area needs
banking facilities and why the public convenience and advane
tage would be served by ereating fecilities at that location,

If branch or change of location is involved, give the rcasons
and rneede of the applicant for the branch or change of location,

Site and Facilities to be Offered

(a)

(v)

(e)

(d)

Mscuss the particular site to be occupieds Desoribe the
building and ideas for any structural changes, such as size,
plottage, heirht, and rumber of stories, A pencil diapgram
might be helpful, ~

If purchase ig mvolved s discuss the terms and relative merits
of property with others in the neighborhood as to price and
location of the property and the value of the specific Jocation
to the applicamt, ‘ :

Give estimates of costs of interior and exterior changes and
adequacy of faeilities to teke care of future grouth.

Egtimates of income and expense of office, and estimates of
depoait volume for 1 « 2 « 3 yearsy types of deposits; types
and volume of loanss sources of revenue.

mﬁiﬁim

(a)

4 map showlng locations of banl«:mg; institutions in the area
end discussion of competition, if any would be helpfuly, to~
pether with comments, if justified, or relative types of
services offered by applicant and other institutions in the
arca, Include reasons why existing facilitics are not ade-
quate and vhat elfeet, if any, the new facilities would have
on existing facilities.




51

on the fiture need for banlding services end the future success of th_e
branch bank,

During this survey, available locations with plenty of parking
area for a branch bank should be defermined. The most desirsble location
can be chosen at a later date, Reé.ords of building pemife for the current
year and previous years{at least four) should be emﬁmed to determine
past growth of industries, businesses and residences, This gives some .
indication of the future prospects for neighborhood growth, |

The location of other barks and distances from the proposed branch
should be noted, This will help to determine if the cormunity is suffer-
ing from a shortage of banking gervices., Personal intervieus uith'
prospective customers should be made to Bee if there is any objection
to & branch bank, This will rlve ya good idea of community acceptance of
a new bank, In order to further the casc for a braéch, resolutions should
be obtained from local officiels{Board of Supervisors), clubs(Lions, Rotai»y,
et cotera), stating the "necessity and convenlence" of a proposed branch
to residents and businosses, |

As faor as it is possible, the survey shonld also include the cone
gested traffic arcas ard thoe 1o$s of tire ané inconvenience to regidents
.and businesses in going to and from thelr present banking connections,

Market Survey ond Analysis. The market survey and analysis of the.

area is normally made simaltancously with the survey of the population and
businesses, The purpose of this swrvey is to determine the locabion 6£‘

the market area, the posscasion of funds which can be attracted as deposits,
competition for these funds from other banks, credit unions, and savings
and loan assccistions, and the possibility for neighborhood growth,
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The market area can be deitermined by a study of the concentration
of the reslidential, business and industrial areas, Once this is done, a
study can be made of the najor ttxoroughfarés and traffic pattefns. When
the .é:mey is complete, £he best location for the proposed branch ean be
decided, | |

The mrket analysis should include an mnalysis of the neiphborhood
and of the hisinesses and industries within the arca to be served by the |
proposed branch, |

The neighbox?héod should be analyved as to the populdt jon and the
, pufclmsing pover md potential purchasing power of the residents located
within the trade area of the prb;;osed branch, The age, number and condie
tion of the homes should be ascertalined, The income of the residents,
whethor the population is pemnent or transicent, the cominity spirit
and eivic pride of the residemts, soning laws, residential construction,
rating of .school systen, and shopoing facilities ghould be noted.

The business and industrial ana.]yaié shpxﬁd include a study of the
tyre of businesses and the per cent of eaéh, whether genéral rerchandise,
apparel, heu'd goods, food and food services, drugs, liquor, hardware,
Jjewelry and gifte, porsonal sérvice, financial, et cetera, and of the

type ond pereentage of different industries, in the trading area, It
should‘ also be determined 1f the businesses or industries are subject to
wide c;rclic#l or seasonal fluctuations, and if thore is room for expansion
and future growth, | |
Once the snalyses have been made and consideration piven to the

availabllity of natural resources, mnpower; %ransportation and markets,



53
the ability of a comunity to produce and distribute poods and services
can be ascertained,® |

After the surveys and analyses are complete, 14 is up to the bank
officials to make the final decisions on the establishment of the branch.
Knowing the in‘ternal workings of their bank, the banking habita of the
various segnments of the population, the type service which their bank can
render to a commnity, and that the determination of deposit potential is
based on the same basic fundamentals which govern the success or failure
of a location for other tusiness uses, a decision can be mado on whebher _}
or not to apply fo the apmropriate banking authorities for permission to
establish a branch bank in the surveyed ond analyzed ai'ea.

To arrive at a good decision, the bank, in addition to the above,
has to consider the sdequacy of its capital structure, future carnings ,"' ,
prospects, character of its ouwn management and the convenience and needs
of the community,

Site Analysis, Once the area location has beén decided upon and

the decision to establish a branch is made, the exact location of the
branch hag to be decided, The object is to locate the branch in the site
that has the most drawing powey, There should be something other than
the bank to attract people to the location, In suburban areas, the trip
to the bank is often included in a shopping trip or visited on the way
to and from work, _

The site should be conveniently accessible by automobile and public
transportation, The branch should be located whore the traffic is heaviest

during banking hours and where plenty of parking space is available,

2Bank Administration, American Institute of Banking, (New York:
195h), p. 22.
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Another determining factor in tho location ip whethor quarters to

house the banking functions are to be built or rented,

BAMK CUATEFRS

Aspoming that the locabtion being considered qualifics for a branch,

then the nert question ig should it be housed in rented quaxbters or in

quarters awmed by the bank,
Jf there i a vacant space of suitable sise avallablc in on cxigbing

building, thio would offer the quickest way to get started, There ore

soveral factors Yo consider if rented quarters are conterplated, Among

themn are the followingy

1.

2

3.

Are the walle separating the space fron odjoindng prerdoen of
firenroof corpiruction? lNeighboring stores cccupled by a dry
cleaney, a restaurant,or sore other fire risk roguive o bobtor
protection apainst the spread of fire thon the woodwstudeand
plaster partitions often fourd in oncestory toupayors,

If walls are of einder block, have thoy been oxtended to the
top of the roof boams so a8 to prevent spread of fire above

tho coiling lovel? Some taxpayors have a "balloon® roofl Supe
ported by {russes uhich span the full dopth of the building

m3d create an open ctbic spece where fires can mushroom rapidly,

In the house sower locabted bolow the cellar floor so that an
extra tollet nay be installed there? ilost 20« or 25-foot stores
are provided irdtially with only one tollet, on the assumption
that the occupancy will be all male or )l female, whercas 8
banking office will require separate tolleis, that for the men
being located in the ccllar,

{lns provision been made for hicating both the nain floor ond
the cellar? A banking office requires more unifom {terporae
ture than the average retall storo, which iz usually equipped
with a pingle, pag-Tired unit<hcater hung from the celling

‘beans near the middle of the space.

Are the feeder wires serving the electrieal pancl boord heavy
enaqugh to take care of an alr corditionor, in addition to tho
repular 1irht and equipment londs? In orxder to atiroct dee
pvositors during the summer the quarters should bo cooled,
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6. To what extent will the landlord finish the space? In a new
taxpayer, the usual practice is to leave the plester ceiling
and walls unpaintedy joists covered with rough under-flooring;
no base or trimg no lighting fixtures or toilet accessories,
But whatever built-in equipmont is installed by the tenant
becones, under the usual terms of a lease, the property o:r
the landlord on expiration of the rental period.
Accordingly, when rented quarters are to be of & temporary chare
acter, certain precautions should be taken to avoid unneccessary
capital expenditures.
As to the cost of f£itting up these quarters, Table VIIT on page
56 contains the approximate figuree for a space 19 feet by 92 feet in
Greater New York. o ‘ | A

If & decision is made to build a'branch office, careful &nd thought«
ful consideration should be given to the future needs of each phase of
branch operations. In determining the size, the object is to have quarters
large enough to provide good worldng conditions for the gtalf and convene
ient service to the customers and at the same timo, allow room for expansion
to avoid ncedless additional expense in enlarging and remodeling the new
building. The facts developed in the area surveys of potential business,
now and future, is quite important in determining the size of the tuilding,

¥With emphasis on customer convenicnce, adequate parking should be
provided, |

Table IX on page 57 glves the estimated cost of construction of a

one story building 30 feet by 90 feot,

The arrangement of Mwork flow! in the new banking quarters must be

arranged for efficiency of operation to enable better and faster customer

sexrvice and to expedite internal operations, This takes careful planning

3viousing a Wew Branch Office," Banking, Aupust s 1958, pp. 52-53,
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BEIDAI’ NOWH OF COST OF ALITRATIONS AND EQTIPMENT FOR BRANCH BANUING OFFICE

19 by 92' 7 Al E&ISTIIL BITLDIIG

Carpentry and millwork, exclusive of banking equipment...ceivsvesed 2,300

Colurms and beoms to strenpihen first floor to carry )

RORVIOY J 08B, sve reavrencecssavocoacsnacavssssnsstosbiotsobsvosi
Lath and plaster on interlor partitions and eriental stucco

on walls of outer VeEL U0 s ecenvvrcnsnravnvetesvessvsnsroidnve
Alnminum and plate glass doors and windows and display €aseBeseeiss
Acoustieal tile ceiling........a.....u......u. cesssbvessssrernaes
Painting,ﬁlaster walls and varnishing MilIWOrKeescoowosivsvcnssnns
AS?hﬂlt tile flooring and rubber DaSC..vsssessvetsctssssssssesrien
Ventilating ducts and flues, extending above roof.iseseicasssvesse
Plumbi ing ard heatlnﬁ--.onQ-onnnnnca¢oc--ctooo¢icctcaooocooccbdotal
Adr conditioning, with two 1.5 kw air-cooled urits installed

over front and rear entrance QOOTHBYBsavessisitsacscsseivinavsis

Electrieal work, including plugein strips and surface-mounted
flrorascent lighting fixtures to give an averape level of
illnmination of 50 £t~candleBeicesvesssosvsvrsrcssossavsovssecsos

Cabinet work for counter-screen, wood-and-glass partitions, and
low~rail; stecel draver pedestals and counter-top for four
tellerts units...;............,......-¢..-.’-...c.-;-.‘.aas.a.a‘

Upholstered seat under pioture WindoWeseeesssvevseinsssssessesvene

Stainless steel signg with clectrically illuminated
"Plexiglas" letterSQia.ictgovobuccbtcﬁoacat.o.cnooo.obconivo(cdg

900
1,100

5,700

250

_2,200

\.,) ﬁs,loo

Tee for complete architectural services at 127, cuvvisassrvessonve 3,400

Total cost of alterations and built-in equipmentesicecesssesvoesssd 31,500

P« 53.

Source: "lousing a Now Branch Office," Bankine, Aupust, 1958,
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TABLE IX

BREAXDOV OF COST OF COTSTRUCTION OF FREL-STANDING, ONE~STORY BAIK
, BILTIIG, 36! by 90!

r‘mwatlon and mm’ingooonooononcococuoooioooococvr-ttooaoooootidoﬁ? ’900
Concrete fOimdﬂtiOﬂS’ beans and 8laDScssssetssesccrreresscssnssare 9 SOO
Ja’tel’p"o()fm(' and dampproofmg.u.”“...“o.u.-.-.n....uo..u. 900
Brickwork and masonry, including cut stone, marble and slatcese... 28,000
Structural steel, orpamental iron and steel WindoWB.sveseeesesssee 5,900
Tila’ terrazzo and tollet Simsu.oooooio.ouo-c¢a~otnoooov0.ooctoo ,200
Carpentry and milluork, including kalamein doors and bucks, .

insulation and wea'bherstrippulguo.-..............nn.u.-.n-. 191000
ROOfin{’ and sheot metal WoTK, eeessnsseicsnssorassvsvescsccancrcnas B’LOO
Z*’urrznr, lathmb and plasﬁermg..u.....uuuau...-.u.......... 7’200
Acoustical tile cedlingeiesevoesrsvisovcasssvescrusersessavesersss 1,800
Asphalt and rubber tile £100Xinfesssesssseessesrsersnssssercosscncs »,)C’O
&Iﬁmﬂ.‘...."..‘l"‘..‘.‘....."."...'...‘.‘...‘...""D’.'... 2 200
i’l‘.ﬁ{blng’ 3.110111(1111{‘ k’*ﬁchene‘bteu-uu.....-.n"u......,....-... 5’700
Heatln"’ Veﬂ'bilatin(' and airconditlonlng............-.uu....uu 9,200
Elecumcaﬂ. HOTKessaoressocseeraentocsenassoseacasosnsasconsessnress 5 600
Superhﬁendenb and JDb office emnseoooﬁoq&aaulooo;oooooooonoo-no 3 300

Contractor's COSt, :m""nding OW?}mWJOsnotoc-ootdqaocvacocacocooonJ’lﬂggBOO
Contractorts mﬁt (abcnt .10/—")0-4;-‘;0..4-6.“‘.uacdvvqcacc-qcal! 10 700

Arount of {'ertx‘al contract (approﬁmate). seaNCIRSAT AN QISP UsePu s .r—ﬁl?O,%O
Items not included in general contract:
3-1/2 ireh security vault door, with J-movereut time lockes.e.es 6,700
Steel Qﬁdestalﬁ and counthors £or four 40ll0TBeeecstsevsessesansns 2:000

&Uﬂromte cost of these i‘bems..u....u.....-........-..-.......3 8,7%
Foe for corplete architectural services{about 8 )eseececevscvcesae 10,300

Total cost of mmj»ng and building Bqu‘izﬁwn‘buuu....o......o..q&?3.39,000

Source: “Housing a New Branch Office," Bankine, Ausust, 1958, p. 55,
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and can only be accomplished throuph a thorough and comprebensive study
.oi' the probleoms involved in space distribution, equipment and work flou.‘

The results of a smooth flow of work arc beticr cmployee attltudes and
better and nore efflclent custoner scrvice. | |
As a guide in planning new banking quarters, bBank Duilding and
Fouipment Corporation of Arerica suggests the follouing check mf&
1., Sound functional desien. o
2. Plan for future exvansion,
3, Interior layout for Qi‘i‘icient work flow and motion econony,
4., Carefully planned administrative space, |
5. Consider comfort and efficiency of customers,
6. Provide for adequate vault space for all needs,
7. Plan for future mechanization,’
8. Provide for good vorking conditions for erployees,
9. Desipn for ease and cconomy of maintenanco.
10, Build to atbract customers and crcate prestige.
1l. Adequate parking i‘acili’cios.l‘
The finel decisilon of whether to rent or build the necessary banke
ing quarters will be determined by many factors but the most important
ares . |
1. Can bank's capital structure meet the lopal requirauents of .
bankfs fixed assete? In Virginia only 50% of capital and surplus can be
invested 4n fixed asscts, with fixed assets including buildings, fixbures

and equipment,

Ly, B, Gander, "For Detter Bank Quarters,” Barroughs Clearing
House, Jamary, 1953, p. 29.
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2. Are both rental and bullding sites avajlable in the proper
location?

3. In the long run which is more cconomical to the bank?
SERVICES TO BE OFTERED

' The original area surveys will help to indicate the services which
are necessary and marketable for the branch, lormally, the branéh will
offer to the customers the same services they would reeeive when doing
their banking at tho head office, On occasion, particularly in suburban
of fices, safe deposit box scrvice will not be offered due to the initial
large capital expenditure in obtalning and installing them, Of course,
some services, such as drive-in and wall-up tellerts windouws, will be
available at the branch and not at the head office,

As far as possible, the branch office should offer the same services

as the head office.
OPERATIONAL PROBIIMS

The establisiment of a new branch office requires the plamning for
and acquistion of additional equipment, supplies, dedisions on where the
vax;ioua internal operations of the bank will be performed, plus obbaining
and training the necessary personnel,

Fquipment and Supplics, The branch office is usually equipped and

supplied in the same panner as the head office as uniformily of operations
makes for a smooth "work flow."™ It ensbles the moverent and transfer of
personnel from one office %o another without additional training:. In
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addition, standardization of forms and supplies allows quantity purchasing
and less inventory naintenance,

At the earliest date pcss:tble, a decision should be made on th§
kind and amount of oquipment that is nceded and orders placed with the
appropriate vendors, This is n«_aceaséry as the delivery date on various
Xinds of equipment will run from one month to a year after date of order.
For the same reason, forms and other supplics should be ordered as Quickly
as possible. |

Internal Problens, Decisionsv on where the various izﬁ:‘ernal functions

of a bank's operations arc to o performed mst be madc. Such queations
as the following must be ansuered: ,

1.' Where will checking accounts be posted? Will they be posted
ab the hoad office or in the branch office? x:oma]_xy, if the branch is
an in-town office or only a short distance away from the head office,
the accounts are posted ab the heed office. If the branch is in snother
city, which is’ some distance augy, the f:osting will generally be done
in a éeparate bookkeeping department; in the branch,

2, How will incoming and outgoing transit letters be handled?
This will depend on the location of the proof and transit and bookkeeping
departrents, | , o

3.. ¥ill the savit{gs departmfmb maintain its own ledgers and re-
cords or be centralized? Qemrally this 19 done in the branch oi‘i‘ice.

h.' Will the branch oi'fice discount its own loang, main’caln ita ‘
notea and collateral and credit iblﬁers? This would depend on the esti-
mated volume of loans and the location of the branch in regard to the
head office. As a practice, each office maintaing its own credit files
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gince having these files cnables the loan officers to give fagter ané
better service to their aun loanvcustomers. |

5. Will branch office post its own Christmas and vacation clubs
or will they be consolidated at the maln office? This would depend on
the persommel situation in the branch, In nany of the larpger banks, the
club accounté.are hanﬁlcd on ééntraliéed Im e@uipmcnt. B

6, Will redecmed bords, utility bill payments, and dictation be
handled at the branch? This will also depend on the staff.

7. What type of peneral ledger should be used? There are two
cormon practlces: One is the centralization of the general ledger af.
the head office with each branch maintainingAa subsidiary ledper and the
other is the centralization‘éf the gereral ledger at the head office with
cach branch forwarding a1l settlements to this office for consolidation,
The branch is, in turn, furnished with a list on a daily basis, of nllv
those goneral ledper ltems relating to its particular office.

Although this liet is not complete, it glves some idea of the
operating decisions which have to be made when a branch is established,
If a bank is alrcady operating a branch systom, these decisions have
previously been méde‘anﬂ put into operation, | |

Personnel, Thé ultimate sﬁccess of ény branch is dircctly related
to the sbility of its employess to adequately satisfy its customers. For
this reéson, care shou;d be taken in the selection of the personncl nécéssany
to ataif the branch properly. The branch mahager should be well schooled
in all‘phases of cemmeréial bankiﬁg and persomnel managemeht. lle should |
be a person of claracter and one who can command the respect of the present

customers and the potential once as well as that of the staff of the branch,
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The personnel assigned to assist the manager should be well trained
and 2ble to meet the public, If possible, the staff should be composed
of personnel who have had one or two years of experience and training either
in the head office or at mobther branch, In that iiz:»e, they should have
acquired enough information to ansucr most cua"bdmez" inquiri.es‘ and thus
create good first impressions, |

A first it is hard to ascertain exactly the number of people‘ |
necessary to stoff the office, It is betier to be overstaifed than underw
staffed, This will plve the customers another pood first impress_ion. This
overstaffing can best be done through the use of part ticze help, It if
develops that the branch is overstaffed, it ig mmch easicr to let a part
tinme person go than a full time one, |

The proper staffing of a bi-anch 1s most important, as bank customers

remember only the most courteous, friendly and efficiont bankors.
THOOME AND EXPENSES

¥hen a branch bank is contemplated, its profit ?oséibiliﬁies mst
not be overlooked. Although banks perform many scrvices of a social and
economical nature, they are in business to make a profit. The initial
cost of establishing 2 ranch can be éonsidared as an invéatmnt and will
be recovered if the branch is successful. The operating cosis are direct
expenses and cannot be recovered, so it is very important that they be
carefully controlled and held to a minimum, They must be offset by income

G&mdo

Income, The income potential of the branch is directly related to
the deposgilt potential of the area in which the branch is cstablished, Do- -
posit potential is defined as the tolal dollar amount of savings, cormercisl
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and ot her types of deposits located within a particular area, Once this
denosit potential hes been projected, it is possible to obbaln an estie
mate of the income over the lensth of the projection., 7This is done by
using the head officets current yield f;gures on net avallable funds for
loaning and investnment purposes, et availabie funds is tho total amount
of time and demend deposite minus the curvent resorve requirements for
each, With this information as a basis, a tentative budget of operations
can be set up consistent with the nrojected deposit totals,

Fanenses, The estimated expenses can more rcadily be determined
than the estiﬁatea income becaunse most of the cost fipures can be taken
from the actual records of the head office. Naturaliy, rach of the ox-
pense will be controlled by the size of the branch operation, However,

" further cconomy of onerations can be obtained through standardization of
forms and wniformity of procedures,

A safe margin betuecen iﬁcome and costs can only be obtained through
constant and continuing efforts to achieve nmaximmn efficiency in operations,

On the following pages>arn tables shouing énrrent estinmated income
and éxpense fipres for the establishmeﬂtvbf a 5uburban‘branch bahk iﬁ
the Richmond area,:

Eotinated doposit fizures for 1959 are £$650,000 demand end £350,000
time and for 1960, {975,000 demand and £625,000 time. The rescrve requires-
rents for this particular bank are 3% of tire deposits and 107 of demand
denosits, According to the estimated figures, the braonch will show a

profit in its sceond year of operations,



TABIE X

XYZ BAIK - SUBURBAN BRANCH
COHSOLIDATED ESTTMATED TNCOME
1959 '

6L,

Total Available

- Yonthly

Source of Income : Fundsg - Yoarly
Demand DepositofTable XI)  £585,000 $30,705.00 524558,75
Time Deposits(Table XII) 339,500 S 12,731.28 1,060,94
Other Income(Table XIIT) B - _3,200.00 266,67
Tctbals $92), 500 #h6,636.25 £3,806.36
Congolidated Estimoted Income
1960
Demond Deposits(Table XI)  $877,500 £1,8,262, 50 4,021,068
Time Deposite(Table XIT) 606,250 30,373,13 2,531.09
Other Income(Table XIIT) 11, 800,00 100,00
Totals a1 3 183 s 750 f83j’3350 63 86 ,952 97
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TABLE XI

g

IK - SUBURBAN BRANCH
SIATED DEMALD DEPOSIT INCOLE

]

EST

 Year Available Funds Yearly onthly
19598 £585,000. 00 £30,705,00 22,558,75
1960 877,500,00 1:8,262,50 1,021,688

A PP vo
feemesvmt e e—

" m—— — et

8Rased on 6% rotum figured on semiearmual basis estinmabting that
75:7 of depesit for year will be deposited in bank within first six months
of operation,

Ppaged on 63 return estimating that 507 increase in deposits will
occur within cach six mornths of the year, :



66
TABLE XTI

XYZ BRIK « SUBUFBAN BRANCH .
ESTIMATED TIME DEPOSIT INCOME

Year Available Funds Yearly Ponthly
1959 | $339,500,00 £12,731.25 ©1,060.94
19603 606,250,00 30,373.13 2,531,009

8zased on 6% return figured on aquarterly basls estinating that
257 increase in deposite will occur during cach quarter,



TABLE XIII

XYZ2 BANK - SUBURDAN BRANCH
ESTIMATED OTIER INCOME
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1959
Source Yearly Monthly
Safe Deposit Rertal $  500.00 $ L1.67
Sale of Popular checks : 1,500.00 125,00
Miscellaneous(Donds, Utility payments; ete.) 1,200.00 100,00
Egtimated Other Income
/ 1960
Safe Deposit Rental & 750,00 & 62,50
Sale of Popular Checks _ 2,250,00 167,50
iscellancous(Bonds, Utility payments, ete.) 1,800,00 150,00
 Totals $ 1,800.00 4 400,00

Note:r Mo income is allowed for bookkeeping operations as additional

pergonnel for head office would absorb this income.
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XYZ BANK - SUBURBAN BRANCH
CONSOLIDATED ESTIMATED EAPENCE
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1959

——— -
Expense | Cost Yearly Honthly
Salaries(Table XV) £ - $ 26,655,66 $ 2,221,47
Bquipment(Table XVI) 13,37h.05 2,655,96 221,34
Rent(Table XIX) ——e ©10,625,00 865,12
Furniture and Fixtures(Table XIX) 3,7149.'52 37h.95 31.25
Loasehold Ixr:provemnts(?able XI%)32,753.,05 2,183.51 161,96
Vault(Table XIX) 9,850.00 985,00 82,00
Safe Deposit Boxes(Table XITX)  4,000,00 1,00, 00 0 33.33
Interest on Savings(Table XVIII)  w=w 5,197.50 L33.12
iHscellancous(Table XVIL) _ =ee 9,%13.00 600.27

Totals 3 63,726,62 $ 58,5L0,58 $ 1,890.16

Consolidated Estimated Expense
1960 ‘

Sarc as 1959 except for interest on savings which is figured in the
same marmer ag in 1959, Fstimated expense is $12,399.78 for year and
$1,033.32 per month, Therefore, for the year; the estimated expense is

265,742,086 and for cach month it is #5,71.2,86,




TABIE AV

X¥2 DALY « SUBURDAIT BRANCH
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BALATITES
Zolary for _ quly  Honthly
Iimagczr . % 5,L00,00 & LE0.00
Apsistant Manager 100,00 125,00
Secretary md Feceptionist - 3,080,00 255,00
Teller @o, I . 3,000.00 250,00
Teller Ho, II ‘ 3,000,00 250,00
Telley b, 11X 25760,00 230,00

Teller To. IV(Part time ot 13,90 _
per day) 702,00 53,50

Teller Mo, V(Port time at {13.50 per

day) 702,00 55,50
Flus 22.77 Fringe Benefits  5,066.8h Lez,22
Janitor(Part $ine) - 1,020,00 05,00
Fringe Denefits for Janitor 231, 5 19,46

Totals 8 30,012,180
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Then Coct of Toted Toarly . tonthly
cuch Cost
Pive Tellers Hachinos O 1,2h7.35  § 6,230,75 »2li7.35 5 103,95
Five Drait Auto-Cashicrs 1@&‘.0& 2,075,00 115,00 k.5
Tuo Veod Adding Machines(Cerply ) D P ™ Iy
Cre Used 1.0, 7 Sovinen Pnchire 330,00 35300,00 {5000 55000
Tue Savings Lod, Cords Houm ol wOe . wOe G Cm
Cne Todd Protectopraph 2662 266,62 51,32 4,20
fwe Todd Cortifior 3961k 360k 7733 GA
Two Toyal Typeuritors 23645 32,90 00a 50 7422
tre Ten. THnd Kandos THle® 77,25 77425 773 oL
trp Tamlex Tilo Yobile Toble® B4, 56,50 L5 39
tme Novmey-Johnson foin Counter 310,60 18,60 63,72 5,31
Mno Tire Pbinoisher 2.5 2,59 m; o
fnp Sielex Tine Clock 201,10 201,00 L0, 253 3,36
Tobala £ 6,500,00 f13,37h05 52,080,965 oomLak

Bremmecioted over 10 yoare, A1) obtor eewiment over

5 yoweg,



TARLE XVIX

XYZ BAUK - SUBURBAN BRANCH
MISCELLANEQUS EXPEISES

TL

Tten Yearly lonthly
Stationery and Supplics o $ 1,700.00 &b, 66
Telephone and Telegraph 1,200,00 100,00
Ingurance(Tidelity and Forgery Tns,) 514.00 42.87
Brinks 324.00 27.00
Teller Differonces 100,00 10,83
Travel Expense(Office Mgr.) 100,00 10.83
An‘%gﬁ?)@cme for Porter{250 days € 28 miles 560,00 2;6.66
Postage 720,00 60,00 -
Advertising 1,425,00 118.75
lleat, Lights and Water 2,000,00 " 166,67
Credit ad Colleotions 100,00 £.33
Examination Foes 100.00 £.33
Other Casualty Insurance 200,00 16,67
Donations, Dues and Miscollancous 509,00 .67
Totals 9,5L3.00

800,27
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TABLE AVIIX

o CUTTETYEIATE TYNATIOY
L 3 ».}EJ“Z}J e ?.Z 4 ,Tj« “.1}"« }LEE
2 ™) H:m»:\‘t' Y (‘Q ﬂf

g e
Mz xML%.L;é«.;:sn

. Aoamd on
Tony ‘ Dopooit feurly Vonthly

3

o g

P

1960-1961 OO0

'D’

8pased on dntercct roto of 37 up to 51,000 axd 27 in saeess of
M,000,  Acoruigl figuve 4o 01900 for a month, Imtorcot ficured on
§
[ 8

o5

o»
¥
bopio thot 1/L of savinge will bo on deposit of the ord of cach guneten,



TABLE ZIX

X¥Z BANK - SUBURBAN BRANCH
LEASEHOLD IIPROVEMIIIS
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Iten Cost Yeoarly Monthly
Bent § 8 10,625,00 § 088542
Furniture and Fixtures® 3,7h9.52 374,95 31.25
Leasehold Improvements® - 32,753.05 2,183.51 181,96
Vaultd (Estimated Cout) 9,850, 00 - 985,00 82,00
Safe Deposit Boxes® (Estimated
Cost of 250 at £16 each) 4,000, 00 400,00 33,33
' Totals 850,352,57  £14,568.46  £1,213.96

8pepreciated over 10 years.

bpeprociated over 1ife of lease - 15 years,



CHAPTER V
ESTARLISHING A COMYERCIAL BRANCH BANK I VIRGIIIIA
LEGAL REQUIREVENTS

Branch banking in tho United States is governed by both state and
federal laws, zzii:h state laus exerting the most influence. On ﬁecem‘ber 3,
1957, sixteen states and the District of Columbia allowed state-wide branch
banking, twenty-two states permitted limited branch banking, nine states
prohibited it and two sbates had no laws regarding branch banzmxg.l

As a result of the various state laws, wide variations in the
characteristics of branch banldng have developeds As the end of 1957,

;3% of all branches were in the head office city of the bahks maintaining
branches, 307 were in the head office connty, 13% were in contiguous
counties and 1L¥ were in’ non-contiguous comrtiea. |

Federal Laws. As Chanﬁer s cortains full descrip%ﬁ.on of the gradual

evolvement of T‘edeval laus regarding bmnch bankinu, onl:,r an extract of
the laws pertaz.nin to branch banh:‘mr* will 'be given in 'this chap'bex‘. |
Follouwing is a ccmplcte summary of the Tederal statutes on branch banking: ]
1, vHational Banlks | |
| Iﬁoméstic ’nz*mcﬁes . The conditions upon"wbich a national banking

- asscclation may retain or establish and operate a branch or
branches are the follcmmg: A

(a) 4 national banking association may re‘bain and operate such
branch or branches as it may have in lawful operation at

11957 Annnal Report of the Comptroller of the Currency, p. 10.

“Federal Rescrve Pulletin, fpril, 1958, p. k93,




(b)

(e)
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the date of the approval of this Act(February 25, 1927),

and any national banking association which has contimie
ously maintained and operated not more than one branch for

a period of more than twenty-five ycars immediately preceding
the approvel of this Act may continue to maintain and operate
such branch,

If a State bank is hereafter converted into or consolidated
with & nabional banldng association, or if two or more
national banking associations are consolidated, such cone
verted or consolidated association mey, with respect to amy
of such banks, retain and operate any of their branches
which nmay have been in lawful operation by any bank at the
date of the approval of the Act, ,

A national banking asgociation may, wilth the approval of

the Compiroller of the Currency, establish and opecrate new
branches: (1) within the limits of the city, town, or ville
age in which said association is situated, if such establishment
and operation are at the time expressly authorized to State
banks by the law of the State in question; and (2) at any
point within the State in which sald association is situated,
if such establishment and operation are gt the tire authorized
to State banks by the statute law of the State in question

by language specifically granting such authority affirmae
tively and not merely by implication or recognition, and
subject to the restrictions as to location imposed by the

law of the State on State banks., In any State in which

State banks are permitted by statute law to malntain branches
within county or greater limits, if no bank is located and
doing business in the place where the proposed epency is

to be located, any national banking association situated

in such State may, with the approval of the Comptroller of
the Currency, establish and operate, without rogard to the
capital requirements of this section, a seasonal agency in
any resort commnity within the limits of the county in which
the main office of such asscciation is located, for the pure
pose of receiving and paying out deposits, issuing and cashing
checks and drafts, and doing busincss Incident thoretoy
Provided, that any permit issued under this semtence shall

be revoked upon the opening of a State or national bank in

~ such community, ZExcept as provided in the irmediately pre-

ceding sentence, no such assoclation shall establish a branch
outside of the city, towm, or village in which it is situated

- unless it has a combined capital stock md surplus equal to

the combined amount of capital stock and surplus, if any,
required by the law of the State in which such association
is situated for the establishment of such branches by State
banks, or, if the law of such State requires only a minimum

- capital stock for the establisiment of such branches by

State banks, unless such associatlion has not less than an
equal amount of capital stock,
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(d) The aggrepate capital of overy national banking association
and its branches shall at no time be less than the aggregate
‘minimm capital required by law for the establishment of '
an equal number of nationsl barking associations situated.
in the various places nhere such aasociation and its branches

: are situabed. ‘

(e) Yo hranch of any national banking associat ion shall be
_established or moved from one location to another without
first obtaining the consent and approval of the Comptroller
of the Currency,

{f) The term "branch” as uvsed in this section shall be held to
inc¢lude any branch bank, branch office, branch agency, addi-
tional office, or any branch place of business located in
any State or Territory of the United States or in the District
of Columblia at which deposits are received, or checks paid,
or poney lent,

(g) This scction shall not be constmed to amend or repeal

section 25 of the Federal Reserve fct, as amended, avthors
izing the establishment by national banking associations
of branches in foreign countilos, or dependencies, or ine
sular posscssions of the United States, ‘

(h) The wards "State bank " ag ta‘be banks,* "bank," or "harks,"
as used in this aechicn, shall be held to include trust
companies, savings banks, or other such corporations or
institutions carrying on the banidng business under the
authority of Btate laus. Sec, 5155, Tevised Statotes; 12
UeS4Ce Sec, 36,

State Member Panks o

Domestic and foreimn branches - Any such State bank which, at
the date of the approval of this Act, has established and is
operating a branch or breanches in conformity with the State

law, may retain and operate the same while remaining or upon
becoming a stockholder of such Federal reserve bank; but no

such State bank may retain or acquire stock in a Federal reserve
bank except upon relinquishment of any branch or branches estabe
lished after the date of the approval of this Act beyond the
limits of the city, town; or village in which the parent bank

is situated, Provided, however, that nothing herein contained
shall prevent any State member bank from establishing and oper-
ating branches in the United States or any deperndency or insular
possession thereof or in any foreirn country, onthe same terms
and conditions and subject to the same limitations and restrice
tions as are applicable to the establishrent of branches by
pational banks except that the approval of the Board of Governors
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of the Federal Reserve System, instcad of the Comptroller of
the Currency, shall be obtained before any State member bank
may hercafter establish any branch and before any State bank
hereafter admitted to membership msy rotnrin any branch estabe
lished after Fobruary 25, 1927, beyond the limits of the city,
town, or village in which the parent bank is situated. The
approval of the Board shall likewise be obtained before ary
State member bank may establish any new branch within the limits
of any such city, towny or villape(cxcept within the District
of Columbia)s Seec, 9y par. 3, Federal Eeserve Acty 12 U,S5.C.
560. 321. ’ : - ) '

Yherever the word "bankh is used in this Act, the word shall

 be held %o include State bank, banking association, and trust

company, except where mational banks or Federal reserve banks
are specifically referred to., Sec. 1, par. 2, TFederal Reserve
Aﬁts 12 U,5,C, Sec, 221.

~Insured State Banks not lerbers of Federal Reserve System

(d) 1o State nonmenber insured bank(except a District bank)
shall establish and operate any new branch unless it shall
have the prior written consent of the Corporation, and no -
State nonmember insured bank{except a District bank)shall
move its main office or any hranchk from one location to
another withoat such consent, The factors to be considered
in grenting or withholding the consent of the Corporation
under this subsection shall be those enumerated in section
6 of this Act, Sec, 18(d), Federal Deposit Insurance Actj
12 4,8,Cs Sec, 1828, The factors, as crnumerated in section
6 aret,..the financial histary and condition of the bank,
the adequacy of its capital structure, its future earnings

. prospects, the gereral character of its managerent, the

- convenience and needs of the cormunity consistent with the
purposes of this Act, Sec. 6, Federal Deposit Insurance
Act; 12 UQS¢C¢ Seca 1816‘ ’ ‘

Danking Facilities at Military and other Govermment Istablishe
ments : ,

Upon request of the Treaswry Department, national banks, State
nerber banks and banks insured by the Federal Deposit Insurance
Corporakion in certaln instances have established banking focile
ities at military reservations and other Government establishments,
These facilities have been cstablished pursuant to sbatutes

which provide that such banks "shell perform all such yeasone

abile duties, as depositories of public money and financial

agents of the Government, as may be required of theme” 12 U,S5.C,
Sec, 90(national banks)s 12 U.5.C, Sec. 332(State member banks)s
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12 U,5.C, See., 265(banks 1nsured by the Federal Dems:.t In-
surance Corporation),

Section (d) of laws relating to national banks is further explained |

by Section 2 of Regulation Il of the Board of Governors of the Federsl Re

serve Syatem as amended Septem!mr 1, 1952 on pages 2 and 3,

9The minirmm capital mquircd for the organization of a2 n ational
bank, reforred to hereinbefore in connection with the capital required
for admistion to memborship in the Federal Reserve System, is as

follous:
If located in a city or toun with a population - - - !c%;%’g’;‘;
Not exceeding 6,000 inhabitants 3 50,000
Exceeding 6, 000 bub not exceeding 50, OOO inhabitants 100,000
Exceeding 50,000 inhabitantu(e:«:cept as stated below) 200,000
In an outlying district of a city with a population excecd- . R

ing 50,000 inhsbitants; provided State law permiis

organization of State banks in such location with a

capital of 109,000 or less 100,000

With certain exceptions not here amilica‘ble, a national banl must
have sarplus equal to 20 percent of 1ts capital in order to commenco
buniness."

Tederal Reserve Act, The Federal Reserve Bystem has its own eligi-»

bility requirements for mewbership and for the establishment and maindenance

of branches, Follouwing is a compilation of its repulations:
Section 2, Elipibility Requircments

Under the terms of section 9 of the Federal Hesorve Act, as amended,
to be eligible for admission to membership in the Federal Rescrve
Systenms :

(1) A State bank, other than a mutual savings bank must possess
capital stock and surplue which, in the judgment of the Board,

3Com11a‘bion of Tederal, State and Territorial Statutes Felating to
Branch Barking, compiled in the Legal Divsion of the Loard of GOVErnors ot
the Tederal leserve System, December 1, 1956, Washirgton, pp. 1-5.
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arc adequate in relation to the charactor and condition of its
assets end to ite existing and prospective deposit liabilitics
and other corporate resonsibilities; Provided, that no bank
engaged in the business of recoiving depositc other than trust
funds, which docs not possess capital slock and surplug in an
amount equal to that which would be required for the establishe
rent of a national banlcing agsociation in the place in which -
it is located; shall be adnitted to membership unless it is,
or has been, approved for deposit insurance under the Federal
Deposit Insurance Act, s

Seetion 8, Eatablishment or Maintenance of Branches

(a)

(b)

In general,--Every State bank which is or hercafter becoros a
rember of the Federal Rescrve System is subject to the provisions
of Seetion 8 of the Federal Rescrve Act relating to the cstabe
Lishrent and maintenance of branches in the United States or

in a dependency or insular possession.thercof or in a forcign
country, Under the provisions of Section 8, ncmber State banks
establishing md oparating branches in the United States beyond
the corporate limits of the city, town, or villape in which the
parent bank is situated must conform to the same {erms, condie
tions, limitations, and restrictions as are applicable to the
egtablishuent of branches by national banks under the provi-
sions of Section 5155 of the Revised Statutes of the United
States, cxcept that the approval of any such branches mist be
obtained from the Board rather than from the Compiroller of
the Currency, Tihe approval of the Doard must likewise be ob-
tained before any rember State bank cstablishes ary branch after
July 15, 1952, within the corporate limits of the city, toun,
or village in which the nt bank is situated(oxcept within
the District of Columbia&arcﬁnder the provisions of Section 8,
nerber Stale banks establishing and operating branches in a
dependency or insular posscssion of the United States or in a
foreipn country must conform to the terms, conditions, linmita-
tions md restrictions contained in Scetion 25 of the Federal
Reserve Act relating to the establishment by national banks o
branches in such places. .

Branches in the Unitcd States.--

1. Before any nember State bank establishes o branch(except
within the District of Columbia), it must obtain the approval
of the BDoard,

‘2::?'3 efore ony nonmerber State bank having a branch or brm:ches

established after Febmuary 25, 1927, beyond the corporate
limits of the city, towm, or village in which the bank is
situsted is adnmitted to membership in the Federal Reserve
Syster, 1t mist obdain the approvel of tho Doard for the
retention of such branches, o
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3. A member State bank located In a State which by statute
law permits the maintenanee of branches with county or-
greater 1imits may, with the approval of the Board, es- -
tablish and operate, without regard to the capital .

requirencnts of Section 5155 of the Rewised Statutes,
seasonal agency in any resort community within the limite
of the county in which the main office of such bank is
located for the purpose of receiving and paying out de-
posits, issuing and cashing chocks and drafts, and doing
business incident thereto, if no bank is located and
doing businesgs in the place where the proposed agency is
to be located; and any permit issued for the establishe
rment of such an agency shall be revoked upon the opening
of a State or national bank 5.n the conmum.‘by where the
agency is located,

Y. Except as stated in the immediatoly pmceding paragraph,
in order for a member State bank to establish a branch
beyond the corporate limita of the city, town, or village
in which it is situated, the aggregate capital stock of
the member State bank and its branches shall at no time
be less than the aggrepgate minimum capital stock required
by law for the establishment of an equal number of
national banking associations situated in the wvarious
places whﬁm such nember State bank and 1ts branches are

gituated, A ‘

E. A member State bank may not cstablish a branch beyond
the corporate limits of the city, toun, or village in
which it is situated unless such establishment and opere
ation are at the time anthorized to State banks by the
statute law of the State in question by language specifi-
cally granting such authority ai‘i‘imatively and not merely
by implication or recognition,

6. Any member State bank which, on February 25, 1927, had
established and was actually operating a branch or branches
in conformity with the State law is permitted to retain
and operate the same while remaining a member of the
Federal Ieserve System, regardlegs of ithe location of
such branch or branches.

Lrhe requirement of this paragraph i met if the agpgregate capital
stock of a member State bank having branches is not less than the total
amount of capital stock which would be required for the establishment of
One national bank in each of the places in which the head office and branches
of the member State bank are located, irrespective of the number of offices
which the bank may have in any such place, There are no additional capital
requirements for additional branches within the city, town, or v:ulage in
which the head offlce is located. ,
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7. The removal of a branch of a member State bank from one
town to another toun constitutes the establishment of a
branch in such other town and, accordingly, requires the
approval of the Board, The removal of a branch of a
merber State bank from one location in a town to another
location in the same town will require the approval of
the Board if the circumstances of the removal are such
that the effect thercof is to constitute the establishe
ment of a new branch ag distinguished from the mere

. relocation of an existing branch in the irmediate neighe
borhood without affecting the nature of its business or
customera served-

(e) Application i‘or approval of branches in United Statcs,--
Any nember State bank desiring to establish a branch should
submit a request for the approval by the Poard of any such
branch to the Federal Reserve Bank of the district in which
the bank is located, Any normember State bank applying for
merbership and desiring to retain any branch established
after February 25, 1927, beyond the corporate limits of the

city, town, or village in which the bank is situated should

submit a similar request. Any such request should be aceome
panied by advice as to the scope of the functions and the
character of the business which are or will be performed by
the branch and detailed information regerding the policy
followed or proposed to be followed with reference to super-
vision of the branch by the head officey and the bank may
be required in any case to furnish additional information
which will be helpful %o _the Board in determining whether

to approve such request, 5

Federal Doposit Trsurance “ Corporation. . The Eanking Act of 1935,

which oreated the TFederal Deposit Insurance Corporation, further extended

federal control of branch banking, It provided that stato non-member ine

sureci banks mst obtas.n written permission of the Corporation‘ before a

branch could be moved from one location to another end beférc a new‘branch

rmight be established, Follbwing is a compilation of these regulationé:
Paré. 31k, Conserxt'to Establish or Move Branch

See, 18(Federal Neposit Insurance Act).#:3(d) No State none
menber insured bankse#ishall establish and operate any new branch

SI»zembership of State Banking Institutions in the Federal Rescrve
System, Regulation H, Section 2 and U, as amended September 1, 1552,
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unless it shall have the prior written consent of the(Federal De-
posit Insurance)Corporation, and no State nonmember insured bank
#tishall move its main office or any branch from one location to
another without such consent., The factors to be congidered in
granting or withholding the consent of the Corporation under this
subsection shall be those enumerated in section 6(Para., 3113) of
this Act, (Act of September 21, 1950, Sec. 2, Public Law 797,
8lst Congress, 2nd Sessionj Formerly Sec, 12B (v) (5) of the Fedw
eral Reserve Act of December 23, 1913, 12 U.S. Code 264 {(}v),' as
added by Act of August 23, 1935, Sec, 101, L9 Stat, 68L)

The factors considered upon application for branchbperation by
an insured non-member bank are specifically set forth as follows:

The financlal history and condition of the bank, the adequacy of
its capital structure, its future earnings prospects, the general
character of its management, the convenience and needs of the come
munity to be served by the bank, and whether or not its corporate
powers arc consistent with the purpose of this act. (Act of Septe
ember 21, 1950, Sec, 2, Public Law 797, 81lst Congress, 2nd Session;
formerly Seec. 12 B (g) of the Federal Reserve Act of Docember 23,
1913, 12 U,8, Code %61; (g) as added by Act of August 23, 1935, Sec.
101, L9 Stat, 68L.) : o

These regulations are also printed on the face of the Corporationt's
application form for egtablishing e new branch or moving an existing
branch to a new location, |

Statntes of Virminia, The State of Virginia has its mmy statutes

regarding the establishment of branch banks, Because of the limited nature
of branch banking in the siate, the branches are conceﬁtrate& in the head
office clty and countieé of the parent banks., Of the 200 brénclws in
operation on Decenber 31, 1957, 129 or 6.5% were located in the hoad
office city, 36 or 18.0%, in the head office county, 26 or 13,0%, in con-

tiguous counties, and 9 or L.5%, in non-contiguous counties.

6Federa1 Banking Law Peports, Cormerce Clearing House, Inc,,
June 28, 1951, pp., 305=~311(3). ‘

TTbid.
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Following is a corpilation of the 'étatutes of Virginia reiai:i.ng

to branch banking:

See, 6-26, When branch banks may be authorized; branches already
established, «~ll0 bank or trust compary herctofore or hercafter ine
corporated under the laus of this State shall be authorized to engage

" in business in more than one place, cxcept that the state Corporation
Commiszion, when satisfied that public convenience and necessity will
thercby be served, may authorize banks having paid-up and unimpaired
capital and surplus of firty thousand dollars or over to cstablish
branches within the limits of the city, town, or county in which the
parent bank is located.

This section shall not be construed to prohibit $he operation of
exioting branch banks theretofore established.

The term Yparent bank" shall be construed to mean the bank or banke
ing office at which the principal functions of the bank are conducted.
The location of a parent bank or of a branch bank may be moved if the.
State Corporation Cormission detormines that public convenience and
necegsity will be Berved by such movey but the locabtion of a parent
bank or of a branch bank may not be moved bgyond the limiis of the
city town, or county in which it is located, (1928, p. 131L; 1933,
De gé; 9L 2, ps 10h3 Fichie Code 19u2, Sec. blh9(llz), 191;8, pe 156,

Ce c

Sec, 6=27. Operation of branches after merger or purchase,~=The
provisions of the preceding section shall not be construed to proe
hibit the merger of banks in the same or adjoining counties or of
banks located with a distance of twenty-five miles and the operation
of such banks by the purchasing bank, provided that the State Cor=
poration Commission shall be of the opinion and shall first determine
that public convenience and necessity will be served by such operation,
and provided further that, at the time of such merger or purchase,
each of the banks involved shall have been in actual operation for a
period of five years, or more. But in any case in which the Commission
is satisfied that the public interest demands, on account of emergency
conditions, that a merger or sale be effected, it may enter an order
to such effeet permitting such merger or sale, notwithstanding that
the banks involved, or one or more of them, have not been in actual
operation for five or more years, The term "adjoining counties,”
where more than two are involved, shall be construed to mean counties
each of which shall adjoin the county in which the parent bank is
located, (1928, pe 131L; 1933, p. 68; 19&2, p. 10L; Michie Code 1942,
See, kLL9(1h)s 1918, p. 156.)

See, 6«28, Operation of branch bank under different name.--lo
branch bank shall be operated or advertised under any other name than
that of the identical name of the home bank, unless permission be
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first had and obtained from the Commission, and unless such different
name shall contain or have added thercto language clearly indiecating
that it is a branch bank and of which bank it is a branch., (1928

p. 131b; 1933, p. 685 19h2, p., 105; Hichie Code 101,2, Sec., lzlb9(1{:)3
1918, p. 156.)

© 8ces 6=29. Penalty for illegal operation of branch banks,--Any
bank or trust company violating the provisions of Sections 6-26,. 627,
6+28 shall be liable to a fine of one thousand dollars, to be imposed
and judgment entered thorefor by the Commission, and enforced by its
procesa. (1928, E 131 1933, pe 693 1942, p. 105 Hichie Code 1942,
Sec. L1L9(1k)s 19L8, p. 157.)

Sec, 6«29.1, DBanking faeilities in certa'_!n hoapitala or federul
aress,~-The Commission, when in its discretion the same is required
for patients in, students at, and employees of hospitals operated by
the Velerans Administration or by the Gtate or for members of the
armed forces st ary military or naval federal area in Virpinia, may
permdt any bank which is suthorized to do business in this State to
establish and operate such banking facilities as are required in any
such hospital or federal area,

The banking fecilities so establmhed shall be operated in accord-
ance with the laus of this State relative thereto and the Commission
may permit o cer'tain specified services to be so established and
operated, (1948, p, Lhi6y ldchic Suppl. 1948, Sec. hlh9(3&); 1962,
¢, 753 1956, c. £5.) .

Sec. 6-33., Minimunm capital stock of banks,w-The Commission shall
not issue & charter to a2 bank with a minirmm capital stock of less
than fifty thousand dollars, provided that the minimunm capital stock
of trust companics shall be as prescribed by Section 692, and, in
the cage of a bank chartered after June eighteenth, nineteen hundred
and twonty-eight, in any.place the population of which exceceds twentye
five thousand inhabltants, the minimum capital stock required to issue
a charter shall be increased sbove fifty thousand dollars in the ratio
of five thousand dollars additional minimum capital stock for cach ten
thousend inhabitants by which the population of such place may exceed
tuenty-five thousand inhabltents, as shoun by the last federal, State,
or local censuspreceding the issuance of such Bharber. (1928, De 3.315*
1932, p. 923 Michie Code 1942, See. L249(16).)

Bgtatutes of Vir{*ini': Pelating to Banks, Trust Companies, Builda
ing and loan Associations and Tandred Busincsscs, issucd by The buread
of Ban!dng of the State Corporation Commission, reprint from the Code of
Virginia of 1950 and 1956 Cumulative Supplement, (Charlottesville: The

¥ichie Ccmpany, 1956), pp. 16-18,
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The amount that the state will allow a bank to have invested in

fixed assets 1s set., Since this often plays an important pé;'t in conQ
sidering the establishment of a branch, the statute relating to thié is

c/guoted below:

Sec, 6-L9, Limitation of amount invested in bank building, etc,
~=No bank or trust company incorporated under the laws of this State
ghall invest in its bank building and premises, including its furnie
ture and fixtures, and including such part of the stock in a building
company or other corporation of like nature as represents the owner-
ship of any such bank building or premises, an amount greater than
fifty per centum of its paid-in capital stock and its surplus undi-
minished by losses. If, subsequent to any such investment, the surplus
of any such bank or trust company be diminished by losses so that such
investment shall amount to more than fifty pey centum of its paidein
capital stock and its remaining surplus, such bank or trust company
ghall not pay dividends in excess of a rate of six per centun per
annum until such surplus and paid-in capital stock of such bank or
trust company shall again be equal to double the value of its bank
bullding and premises, including its furniture and fixtures, and ine
cluding any stock in eny such building company or corporation of like .
nature; provided, however, that nothing in this section shall apply
to investments existing on June twenty-first, nincteen hundred and
thirty~tuwo and valid when made, (1928 13195 1930, p. 127; 1932,
p. LO5; iichie Code 1942, Sec, h1h9(305.§9

APPLICATION PROCEIUIE

Natioral Banks, National banks come under the jurisdiction of

only the Comptroller of the Currency., However, they are subject to the
same restrictions as to location 'and capital that are imposed by the law
of such state, For our purposes, these laws would be those of the State
of Virginia, |

A national bank desiring to establish a branch has to file, in
duplicate, Treasury Department Form #1928, (Sample form in Appendix I)

7Thid., Do 224
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Upon receipt of this application, the appropriate District Chicf Examinesr
makes an investigation, He considers the following: |
| 1, TFinancial history and condition of the bank.

2? Adequacy of its capital structure,

3. Quality of its maragement,

k.  locations and mumber of branches in operation.

Se PfOposed location of the new branch,

6, Distance fro@ the heaq.offiee'of thc'preposed branch,

7. The nearest banking faclilities.

8. Yeeds of the area and additional convenience that would be
provided.

9. Nature of the potertial customers._
10, Possible basiness available.

11, Eutlmate of the busineas activity for & reasonable perlod of
tire.

12,  Ceneral prospects for Succoss.
13, Anything élse that he might consider pertinent,
The cost of this investigation is borne by the bank submitting the
application, . |
" After the district examiner completes his investigation,‘he sends
the epplication along with his comments and recormendations to the Compe
troller's office. |
After the dabte are revicwed and analyzed by the Gomgtrollér's office,
a decision is rendered, If the epplication is approved, the Comptroller
issues & certificate for tho establishment and operation of a branch bank
at the designated location, | |
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State Member Banks, A state member bank desiring to establish a

branch has to make applicetion to the State Corporation Commission and
the Federal Reserve Board, |

The‘application of the State Corporation Cormission consists of
five pages with six sections., (Sec sample application in Appendix II)’. |

The six sections are: (1) gereral, (2) capital structure,.(3) oper-
ating expericnce and forecast of carnings and expenses, (L) manégenmut
(proposed officers of provosed branch), (5) public convenience and nec-
essity, ond (6) resolution of Poard of Directors of applicant bank, |

The applicetion is submitted, in duplicate, to the Durean of‘ﬁanku
ing, State Corporation Cormission, Richmond, Virginia, A check for 100,
payable to the Treasurer of Virginia, has to accompany the application
to cover the investigetion costs of the State Corporation Cémmission.

The State Corporation Commission makes an investigation similar
to that of the District Examiner of the Comptroller of the Currency's
office, However, as required by state law, they place great welght on
"oublic convenience and necessity.” .

Once 4ts investigation is complete, the State Corporation Coms
mission sets up é public hearing for discussion of the aspplication, At
this hsaring,‘the.applicant bank gives a very detailed discussion of the
application, The bank or banks opposing the application also give a great
detail of descriptive matter. Then follouws a period of cross cxaminabtion.
with the‘three Jjudges of the State Corporation Cormiszslon asking questions
as well as the attorncys for the inwolved banke,

Mter hearing the pros and cons for the application, the hearing is
adjournﬁ&, énd a decision is rendered at a later date. On oceasion, a

decision is rendered the same day,
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If permission for the establishment of the branch is granted, the

State Corporation Cormission issues an order of approvﬁl, and at the same

time, sets a time limit within which the branch is to be established,

Similtancously with the £iling of the application with the State

Corporation Cormission, an application is submitted to the Federal Reserve

Board of Uovernors, This application is in the form of a letier from the

applicant bank as the Federal Reserve docs not have a required form of

application, The lebter, whith is sent to the Federal Reserve Bark in

the applican;b bank's district, should contain the following information:

1.

2,

3.

k.

Se

6,

(£
8.

The general condition, the adequacy of capital, and the quality

- of management of the applicant bank, If some time has elapsed

since the bank was examined, & current statement of condition
should be furnished,

Name and location of existing branches, grouped by city, town,

or village, plvine the date of establishment of each branch,

population of community in which located, and capital required
by Federal lew for operation of a branch in each such location,

Reasons for establishment of the branch, such as expansion of
business, betier service for bank's customers, or to relieve
crowded conditions in pregent gquarters.

Location of proposed branch, estimated population of the come
munity or area to be served, distance from head office and
nearest branches of applicant bank, and distance from other
financial institutions. R

Orinion supported by reasons as to economic character of come
nmnity, need for banking facilities, the competitive si’cuation,
and whether establishment of branch will tend to create a
nonopoly or an undesirable corpetitive esdvantage in relation
to other banks, including unit banks, in the area,

Scope of the functions and the character of businesé which will
be porformed by the branch and the policy to be followed with
reference to supervision by the head office,

Prospects for profitable operatlons of proposed branch,

Investment in banking quarters,

9. VWhether appropriate .state authorities have approved establishe

ment of the branch,
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An drvestipation, siniler to that of the Metrdet imaminer for the
Corptroller of the Currency, is made by tho loenl rederal Fegerve Dank, |
Aftor thely investipation, thoy foruard thoir recommendotions teo the
Toaw! of Covernorp of the Fedoral Tesorve Jystom, N

If aprroval is pramiod y the Teard ploces @ time 1imit within which
the branch mst be estoblished,

Stote Insured Parls, A stebo insured banlc hag to obtoin porrdsgion

fron the State Corporation Corrdopion mmd the Federal Yeposit Insurence
Cerporation, |

The proceduie for filinc with the Sioto Corsoration Conzduoion 4o
the pame a8 for a stato movber bank, |

fdmltancously with the fling of the eppilcntion with the Stote
Corporation Corcdenion, on a:xg:limtian ie £1lod with the Federal Depesid
Ingpsance Cornoration,

The Tederal Toposit Inmorance Comporstion has its oum fora for this
purpose, (Seo gerple form in Appondix TIX) This 1 o sin-cceiion form
corpioting of £ive peces, The ooctions are: (1) fimancisd Listory and
eondition, (2) adequacy of cuopitel strueture, (3) future cornings proge
rochu, (L) nomopenent, (O convenionce and reods of comrmnity, end
(6) vonsigtency of corporate pouers,

The Jocal Metrlet office of the Fedoral Doposit Insurance Corporw
otion malicg @ dnvestication of the soplicotlon similar to *thazt‘ nxle for
o Commtroller of the Currency Yy the district cxominer,

After tho investigation s corpleted, tho local disirict office's
roocrmendationg are gont to tho Doard of Divectors of the Federal Tonoplt

Insurance Corporation in Washington,
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If the application is approved, the apnlicant bank is notified by

a letter from the Board.

State lon-Insured Banks, A state non-insured bank only makes spplie

cabion for a branch to the State Corporation Commission. Its a@plication
is handled by the State Corvoration Commission in the same manner ac ell
other branch bank epplications,

| on all occasions, the varions supervisory agencies work closcly
together in the investigaﬁioﬁ of branch bank applicetions, Howover, cach

renders a separate and independent opinion,



CHAPTER YI
: cmmwszos.s

Throughout this eomtry, branch bankmu has been a constant source
oi‘ diffcrences since the eatablishmczrb o*‘ the I‘:.r'-t Bank of the U’m.ted
Statea in 1?91. Hawhare have tbesm diffez'ences been BO ‘bitter‘.ly *‘oughﬁ _ |
as in the State af Virginia.

The present limited bramch bank: lzm in V..rg:.m.a has rcuulted in an
mmven anpertiommt of the branch banks in head of‘ﬁca citics and haad
office coun’cias.’ on Decerber 31, 1957, of the 200 branch barﬁcs in the
state 165, or 82.5‘7, were hcated in the head office cities and c.ounties
of tim parent ba.nk, oince the mseage of the. sﬁa*bute in 1948 Iimting
'branch bmk:ing to on]y head ai‘f:l,ce cities and cmmties s 'bhere have been
only tuo mn-contiguous branches establismd. Both oi‘ these began opez»
atiens in 192;9, hamg mﬁnusly boen am)rowd pmor 'bo the passage of -
the statute in 191;8.

Through the years tte sr:;all Lni banks %hrough the V:.rgﬁ.nia Bankera
As ociatﬁ..on and throagh con%sa.ets with tmir Wn atate les*islato*a have
baen most vocal m:d ms’s successiul in oppos ing branch banking. (Sea pages

0—33 i‘or a discussion oi’ their guccess :m 191;8 in further 1im.¥.‘c5.ng branch
‘bm:kinv in V:L gznia.} S N
Januar:,r, 1956, %;he Vir«*i:zia Banlmra Associa%ion suhﬁ%'bed & new
 branch barﬁ'ing BA11 6 bhe Conoral Mambly amed ot savings and loan
asscciaﬁions. The savinfrs and 1otm assaciations, not covered in the low
of 191;8, had beg;un %o establish brancbcz; in the auburbe, :}uct cutsida the
limits of Virg:.nia's 1arraer c:vhies. A}.thcuth tknae aasociaﬁions do not
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provide all the services of a bank, they do furnish a grest deal of compebi=~
tion for savings deposits and m_rtgage 10ans; This‘propbse& b1l would
have apniiea the sane laws on tranch banking to savings and loan associa-
tions, lowevor, whon Lt was loarned that tho whole branch bariring Lew
would be b“ough‘b up for discuasion, the Virginia Bankers Assoeﬁ.ation withe
drow ite bill for i’car of losing what had already 'been gained.

Follcming are sore es:cerpta from an cditorial :Ln the Richﬁond lows

Leader wri:bten by James J, Kilpai:rich ed::tor, zmbliahed on February 16,

1956, refcrrj_ng to the bankers' action:

#The stery goes back to 1540 when banks of the Comamfea}.th asked
the Ceneral A swbly for a law limiting branch banks, At this time
they were running into some splrited, and most unwe}.come, corpebition
from The Banlr of ’fmrgin:«.a, which was opening branches in other cities
and bringing some new 1deaa to a business “that could uae then,

The Assembly did ag the banlmrs wishec!....?h:.s was & grr:a‘b vietory
for the bankers, or so thoy thought,...Bub.then the uply spectep of
compebition appeared in o new pguisce-savings and loan essociationS....
How to rcotb ccmnetitmm Pass a law to stop 1bl...If competition is

bed for us, it must be bad for evorybody., Pass a leul...I bankers
hadn't mm eway from éompetition in 1948, they might be sble to mect
it in tho suburbs ncm. ’

The Virrmm Banlmrs Association is mm blocldng the revim.on of
' bwanch banking laws in tha gtate. As rocently as ‘ﬁarch 19, 1959, trm |
follomnw m&.cle avpeared in iﬁs montmy nawsletter xmder the heading
"Legislati.on, Common Sense; and 8 upcwisian. u

Recently our Comittee on State Legiclation submitted its final
report on 3 continuing study reparding Branch Banking in Virginia,
The seope of this report was tremendous and the Committea's activie

- tics desorve our admiration and cormendation. Unbold quanbibics of
correspondence and polling were accoiplished., A public hearing was
held. County suporvisors and other public afficials were canvessed,
A11 in all, & careful and thorough stu.dy vias nade of opinion from
bankors and customers, The results clearly showed that no change
in our present lav is nceded and the Committoe recommended to the
V. B. A, Doard that no actlon be initiated in the 1960 session of
the Virginia Geneoral fsscubly, Unfortunate situations were recoge
nizeri ‘by *bhc Gomxhtea but it also recognized that where expansion
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or morger was a necessity, the present lew seems to provide a way in
99% of the cases. hecent merpers and adminjstretive decisions scen
o bear this out, O©Ff course, in 1% of the cases there is no relief
under the present lawy bubt even hore, wien men of good will allow
cormon gense to prevall, solubions, thoupgh not peryect, can be found,

To us the most pleasant aspoct of the Committee’s procedure was -
the guiet, dignified and resourceful way in which it discharpged its
regponsibilities, Contrast this, if you please, with recent develope
nents in idssourl and Illinois and the not so recent controversies in
our own State! Corbining good cormon sense with present lepislation,
your Committee did nol shut the door forever on chanpe oy progress,
but sipply said that es of now such chonge is not iixlicated and tha't
most present needs can be ran‘e with the present law,

v fiu lcn" as 'I:he abwe a&m” of *I;h:ﬁx!:ingr m'cvailu among the Virginie
bsxﬂ;evs » staﬁe«u*fde trench wm is dead excopt i‘or b:mL, mergers within
the m'escn'b uuc:xty-i‘ive mile limit mdev- Virginia law, ‘

The bar&*s aro avaiﬂing thia law through mergers and ﬂae establish-—

m»ent of unii: barks by "friendly m"cems 8" of the larger banks, |

Umer Virginia law the merw,.ng, bar'"s, in order to merge, have tu

be five yeara ol o nnlesa ux:i‘avarablo circa%tances prevail, InRic:hmn& '
alone there have been fcur bank mergers since 1955, YTho State-Planters
Denls and Trast Coma:w and the Ean}‘ of Gc»mm*‘ce and Trusts mrred in 1956,
The Central I atzonal Bank and Imcharice and Merchants ‘Za.nk in tha same yea.r,
First and Terchants &a»mm}. m and ‘we aamws Pank 2nd Trv.s‘a Compaw
in 1957, and u‘bateﬂlmters Ban} of Comaerc@ and Tmsts ami the sz.zena
?‘Ea%"on&l Bzm: of Pet e:sbgrg in 1959; '
’?eaams given for wxﬂrgors by *hhc absorbed bam}:a are zmagerial prob-v
lems, attr&ctive m'ic:e inducemnﬁ, ma}* cammp capacily, desire to serve
the cammmity be’a+er, search fer 2 sumr:bor compotxurm vx:aitbon, and need

to avgid cm*rol by undesirab..,es.z

' IMaiing Yows," oublished by the Virginia Dankers Association,
Richmond, Virginia, arch, 19 593 ps e '

2nichmond Times Dispatch, April 21, 1957, p. 0B,
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The reasons of tho absorbing banks are the desire to (row larger,
the desire %o constently imrove existing facilities and establish now
facilitios in order to give better serviqe to the commmities, and the
desire to incrcase compebitive positions, | | |
Recently new banls have been cstablished, or are in the process of
being estahliched, by “f*f.*iendly intercots! of the larger banks, S?he "friendly
inievcst“” are uguaxky pvomoted by the lalgcr oanks. hcy'will establish
2 wnit haﬂk, or o unit bank.ﬁixh branchea, in a deslrable location for a
branch wwth the unaerstanding that the unit bank vill e merged with the
larper bank ot sometine in the fﬁture. This time, in order tc comply with
' Virginma law, has to be at least five yeara frun the dete of Uﬁﬁn&nw of
the new unit bank, Two cxamples of this "frmendly'interost“ arrangemgnt
in the Miclmond erca have been tho establishmomt of the Dank of Henrico in
Sandstbﬁ with a branch officé in ighland Springs‘in 1955 and the recent
approval in 1959 of the Subuiban Dank wilth the head office to be located
in the Yillow Lawn Shopping Cenﬁer and two branchss in otber scetions of
suburban Qichmoné. The former 48 & corresvondenﬁ of The Dank of Virginia
and the latter of Siato-Planters Dank of Conmerce and Trusts., |
| With the ever cxpanding population and the outward movemenb of
residents ari businesses from the ceqter of cities and touns, the need Po;
‘baﬂkiﬂﬁ focilitics will conﬁinua to grou. Jhether these needs will be satisa
fied with unit bauks or branche repains Yo be seen, It scens thut the
present Virginia 1aus on branch banking nced to be relayed
T4 is also neceaaaxy %o remember that as bmsinessea and inﬂustrics
grov, they-vw71 need to borrow 1arger and larger sung of money, and if

the banks do nok grow in size com$arabwe to %he busincsseﬁ end 1nﬁustriea



they will not ho alille to meet the demgnd s Tor thepe ‘i“w’a parg,  Ioen Limit
rostrickions e nlaced on batlxs by both ctote axd federal statubess The
Stato of Vir-dnda will only allow loons fo be mede to ene Individunl, busile
neos, or induslyy Sheb Jo nol encoed 105 of o balts ganital m‘d curpluc,
Yationsl ointatos veshried this Yo 107

% s therclore concluded that orglL Jxﬁ:h ba"ﬁm vtsmi wh ﬁc ehle “?.:
mect these requicenants for lavper sona, T will be icft vp to ¢ he lar'pe"*
banls o ele care of thw larger lobn cusionors, a2 they are not allouc
Lo oy € &,Jw:" through rerpers o eolo bJ" ing branehos, "ci'zay“?:?.}.}. 1ot bo
in & ponition te do so. The noxt siop wounldd be Zor the Federsd Covermyent
to supnly the necd,  IoMarue! banlor would over uents this o coo o OO0,

T 'ai need for baniding services o sabisfied throuph brasches, it
hns to be Jdone on 4 peoftialic bosls,
The bhanler oomsritubtos mueh fo tho rrowth of 2 comumity in onernbing
a safe, solverd, and profitebhle hmmh. To maite coviwin Lz bromch has the
chance to 227 4l mrowth of o compamity, iU 48 neccosary that the branch
bo ooheblisched Loconge tlere ds 2 real need Lo one and n&% because i’a will,
n ovestice to *s:? o barl 1y or beesuse o cornetilor s oo uats Tashing m'mahes.
Urboaltly commetibion d8 not orlly doowerons to the local cmmzzxity, bub to
the antinze honlder mmd oTl, |

& eomeehienadve and Intellicert study end examination of tho surveye
made are neceusnry I reaching an drteildrend decision on the bamludng core
vice necded in a perticular avea as woll as the chance for a profitable
operation of the propored branch,

i wv’:;: shudy hos Yo be made mg;azfﬁizzg e gite of the Wwarch m,}z»

in the nrep surveyed, Opeo this site In selected, the branch guarters,
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either built or rented, the equipment installed, amd the doors opened
the point of no return is reached, While the branch may be moved within
the area to better quarters, complete withdrawal from the area would have
devastating effects on the goodwill and favorable public relations built
up over/;che years,

flo doubt the arguments for and against branch banking will continue
for years to come, pages and volumes of work will be written on the sube
ject, aond lsows will be revised. In spite of this, the bankers, as far
as possible, will continue to endeavor to serve the commnities, whether
through unit banks, merged banks, “friendly interest" banks or branch

banks, and to mske a profit for their stockholders,
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Form 1928
TREASURY DEPARTMENT
Orrice or THE COMPTROLLER OF THE CURRENCY
November 1950

APPLICATION OF

Charter No. ... —
(Name of Bank) (County) (State)

FOR PERMISSION TO ESTABLISH A BRANCH

COMPTROLLER OF THE CURRENCY
Washington 25, D. C.

Sir:

Application is hereby made for permission to establish a branch of this bank at the following
location:

Street Address ‘ City or Town - County

(Population ' )

A certified copy of a resolution of the bank’s board of directors authorizing the filing of the aforesaid
application is enclosed. A current statement of condition of this bank and a copy of the pertinent
State statutes reflecting whether a State bank could be authorized to establish a branch in the location
applied for are also enclosed.

The area to be served by the proposed branch has an estimated population of .
The following are the banking units now operating nearest to the location of the proposed branch:

Distance From
Head Office Location of
Name of Bank or Branch Street Address Proposed Branch

The following is a brief summary of the board’s reasons for believing that establishment of the
branch would be in the interests of the bank.

" Additional details concerning the proposal may be obtained by communicating with

, , (Telephone No. _____________________ .
(Name) (Title) ( P )

It is understood that the cost of any necessary investigation in relation to the application will be
borne by this bank.

Date I ‘ ) e e

President or Cashier.

16—63404-2 SEE REVERSE FOR INSTRUCTIONS



INSTRUCTIONS

An original and one copy of the application should be filed with the Comptroller of the Cur-
rency. .

If the eétablishment of more than one branch is being considered at the same time, a separate
application should be filed for each proposed branch. '

If the proposal involves the take-over of another bank, with or without branches, a statement to
that effect, with the name of the bank, should be included in the summary of the board’s reasons for
believing that establishment of the branch would be in the bank’s interests.

If there is doubt about the adequacy or construction of State statutes relating to branches for
State banks, a copy of opinion of counsel for the bank supported by court decisions, an opinion of
the Attorney General, or other authority upon which counsel relies, should accompany the application.

- o T 0. S. COVERNMENT PRINTING OFFICE 16—63464-1
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APPLICATION TO ESTABLISH A BRANCH

BUREAU OF BANKING
THE STATE CORPORATION COMMISSION
RICHMOND, VIRGINIA
(1) GENERAL

Pursuant to the provisions of Secfion 6-26 of the Code of Virginia

(Name of Bank)

(Address)

hereinafter referred to as the Applicant Bank, hereby applies to the State Corporation Commission for authority
to establish a branch bank at

(Exact Location of Proposed Branch)

which location is distant from the location of the Applicant Bank and is within the limits of the
(city) (county) in which the Applicant Bank is located.

*The proposed Branch is to be known as

The following information, statements and representations are submitted in support of this Application:

The assets and liabilities of the Applicant Bank as of the date of this Application are shown on a statement
attached hereto which statement is made a part of this Application.

It is anticipated that a normal deposit \{olume of approximately $ will be obtained by the

Proposed Branch within one year after its establishment; and approximately $ within three
years after its establishment,

There follows a detailed description of the premises to be occupied by the Proposed Branch, including the
owner and annual rental if the premises are leased; the cost, if purchased; or the estimated cost, if new con-
struction:

*This paragraph need not be completed if the Proposed Branch is to be operated and advertised under the identical name of the
Applicant Bank. If the proposed Branch is to be operated or advertised under a different name, such name shall contain or have
added thereto language clearly indicating that it is a branch bank and of which bank it is a branch. (Section 6-28, Code of Vir-

ginia.)
BB-A100-(5712-500)




(If the Proposed Branch is to be established as a result of merger, consolidation or purchase, the follow-
ing information should be submitted:) '

The Proposed Branch is to be established as the result of a merger or consolidation of the Applicant Bank
with ,

(Name of Bank)

(Address)

or the purchase of assets from, and the assumption of liabilities of, the said bank.

The said bank is: (Check the appropriate item.)

{ ) Located in the same city in which the Applicant Bank is located;
( ) Located in the same county in which the Applicant Bank is located;

( ) Located in which county adjoins the county in which the Applicant Bank is located;
(County)

OR
( ) Located within a distance of twenty-five miles of the Applicant Bank.

The Applicant Bank has been in actual operation for a period of years. The Proposed Branch has

been in actual operation for a period of years.

There are attached a copy of all agreements, duly authenticated, to be used in effecting the said transae-
tion and a statement of the assets and liabilities of the merged or purchased bank together with a statement
setting forth other information essential to a full understanding of the transaction.

(2) CAPITAL STRUCTURE

The capital structure of the Applicant Bank as of the date of this Application is as follows:

Number Par Value

of shares Per share Amount

Preferred capital

Common capital

Surplus
Undivided profits

Other capital accounts

The capital of the Applicant Bank will be increased as follows prior to the establishment of the Proposed
Branch:



(3) OPERATING EXPERIENCE AND
FORECAST OF EARNINGS AND EXPENSES

There follows a statement of the current operating earnings and expenses of the Applicant Bank or its Predeces-
sor Institution during the last calendar year or for the twelve month period ending.........c. ; or, if the
Applicant Bank has been recently organized and has no Predecessor Institution, there follows a statement of
anticipated current operating earnings and expenses for the first twelve months of its operations commenecing

e sssreies y 19, :
Current Operating Earnings Current Operating Expenses
(a) Interest and discount on loans............ (a) Interest on time and savings deposits....
(b) Interest and dividends on securities...... (b) Interest and discount on borrowings....
(¢) Commissions, fees, and collection, exchange, (c) Salaries and WwWages .......ceevvvvennees
and service charges ................. (d) Taxes (other than on net income)......
(d) Other current operating earnings ...... {(e) Other current operating expenses ......
Gross Current Operating Earnings .......... Total Current Operating Expenses ..........

The following is an itemization of estimated current operating earnings and expenses which will result from the
operation of the Proposed Branch for the first year of its operations:

Estimated Operating Earnings Estimated Operating Expenses

(a) Interest and discount on loans .......... (a) Interest on time and savings deposits ....
(b) Interest and dividends on securities ..... (b) Interest and discount on borrowings ....
(¢) Commissions, fees, and collection, exchange, (c) Salaries and wages ............oeenenn.
and service charges .................. (d) Taxes (other than on net income) ......

(d) Other current operating earnings ........ (e) Other current operating expenses ......
Gross Estimated Operating Earnings ........ Total Estimated Operating Expenses ........

(4) MANAGEMENT

The proposed officers of the Proposed Branch are listed below with information relative to each. Following the
name of each of the proposed officers is a brief resume or outline of his business or banking experience and
other qualifications as well as a brief statement of his duties and responsibilities in connection with the opera-
tion of the Proposed Branch.

Name, address and occupation Age Title and Net Annual Par value of
duties worth salary stock owned
Preferred Common

Officers of the Proposed Branch will have the following authority in connection with the granting of loans and
discounts and extending credit:



A brief summary of the supervision and control which will be exercised by the officials of Applicant Bank over the

activities of the Proposed Branch is as follows:

(5) PUBLIC CONVENIENCE AND NECESSITY

The approximate population of the town, city or county of the Proposed Branch is The

approximate population of the trade area to be served by the Proposed Branch is

The principal industries of the community of the Proposed Branch are:

Name Type Approximate Approximate Approximate
number of annual annual
employees payroll sales

The principal agricultural, mineral, and other products of the trade area to be served are:

The approximate average annual value of the above products during the past three years is:

Other supporting information relative to the factor of public convenience and necessity of the community is as

follows:



(6) RESOLUTION OF BOARD OF DIRECTORS OF APPLICANT BANK

Resolved, That the President or Vice-President and the Cashier of this Bank are hereby empowered and

directed to apply to the State Corporation Commission for permission to establish a branch at

I, , president or cashier of

do hereby certify that the foregoing is a copy of a resolution adopted by the directors of the said bank at a meet-

ing held : , 19 ; and that the said resolution has been entered on the minutes of the
bank. ’
(President) (Cashier)
Date of Application 19
INSTRUCTIONS

1. Schedules or inserts may be attached to this Application wherever the space provided for certain informa-
tion is insufficient. Additional information, deemed pertinent by the Applicant, may be similarly attached.

2. The Application should be completed in triplicate. Two signed copies of the Application should be sent to
the Bureau of Banking, State Corporation Commission, Richmond, Virginia. The third copy should be re-
tained by the Applicant Bank,

3. The Application should be accompanied by a check for $100.00 payable to the Treasurer of Virginia for the
required investigation fee.
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Application to Establish & Branch

FEDERAL DEPOSIT INSURANCE CORPORATION
WASHINGTON, D. C.

SIRS:

The eeeeeveeemereMememeseasaieseeesesesesectstsessssesestassssssiesssestsssosssrmesedescetesesssesestsessssesesesesssssssseses , hereinafter
Name of Bank Street Address City or Town and State
referred to as the Applicant Bank, hereby makes application to the Federal Deposit Insurance Corporation for written

consent to establish a branch at

Street Address

: . The Branch which the Applicant
City or Town County State

Bank desires to establish is to be known at its proposed location as ..............coooooiorceeeeen ,istobe o
Exact Legal Title

distant from the main office of the Applicant Bank, and is hereafter referred to in this Application as the Proposed Branch.
The general character or type of business to be exercised by the Proposed Branch is as follows:

(Check all appropriate items)

( ) Commercial banking; ( ) Savings banking; ( ) Industrial banking; ( ) Trust busmess, ( ) Cash depos1tory,
() Receiving deposxts and cashing checks only; ( ) Others.

Specify

It is understood that the Board of Directors of the Federal Deposit Insurance Corporation in applying the factors set out
in Section 6 of the Federal Deposit Insurance Act to this Application, will consider it only with respect to the general
character or type of business above stated and that the bank will not engage in any other business w1thout the prior
Wntten consent of the Corporation.

The following are citations of State statutory provisions and regulations which govern the establishment, operation, and
powers of the Proposed Branch

We have, in connection with this Application, read the following provisions of the Federal Deposit Insurance Act whlch
govern applications by State nonmember banks to establish a branch, namely:

“Sec. 8. (0) The term ‘branch’ includes any branch bank, branch oﬁice, branch agency, additional ofﬁce, or any'
branch place of business located in any State of the United States or in any Territory of the United States, Puerto
Rico, or the Virgin Islands at which deposits are received or checks paid or money lent.”

“Sec. 18. (d) No State nonmember insured bank (except a District bank) shall establish and operate any new
branch unless it shall have the prior written consent of the Corporation, . . . . The factors to be considered
in granting or withholding the consent of the Corporation under this subsection shall be those enumerated in
section 6 of this Act.”

“Sec. 6. The factors...to be considered by the Board of Directors. . .shall be the following: The financial
history and condition of the bank, the adequacy of its capital structure, its future earnings prospects, the general
character of its management, the convenience and needs of the community to be served by the bank, and whether
or not its corporate powers are consistent with the purposes of this Act.”

In support of this Application, the following statements, representations, and information upon the several factors enu-
merated in Section 6 of the Federal Deposit Insurance Act are submitted for the purpose of inducing the Board of Directors
of the Federal Deposit Insurance Corporation to grant its prior written consent to the establishment of the Proposed
Branch:



(1) FINANCIAL HISTORY AND CONDITION
The following is a statement of the assets and liabilities of the Applicant Bank as of the date of this Application:

The name and address of the main office and of each existing branch and the total amount of deposits arising as a result

of hthe t{peratlon of the main office and of each existing branch as of the date of this Application are shown in the following
schedule: o

: (’.

It is ant1c1pated that a normal deposit volume of approxxmately $ S will be obtained by the Pro-
posed Branch within._.. ......months after its estabhshment ' T

AN

The followmg isa detalled description of the premises to be occupied by the Proposed Branch. It includes name of owner

and annual rental, if by lease; date of construction, original cost, price to be paid, and from whom acqmred if by pur-
chase; or the estimated cost, if new construction.

T Name of Bagk e : "’
.............................................. , Or the purchase of assets from, and the assumption of hablhtles of, said bank

There are attached copies of all (proposed) contracts and documents to be used in effecting said transaction together

with a statement of the assets and liabilities of the merged or purchased bank. Other information essential to a full under-
standing of the transaction is as follows:

’ (2) ADEQUACY OF CAPITAL STRUCTURE
The capital structure of the Applicant Bank, as of the date of this Application, is as follows:

Number . Par value
of shares per share Amount

AP I PRI R APPSR SR R pupRSes SAE SRS R T L L L L T P T PP PT P RPPPPOYS

Other segregations of the capital account ... SR S e, S oo

Total capital structure

The capital structure of the Applicant Bank will be increased as follows prior to the establishment of the Proposed Branch:

The capital requirements of State law relative to the operation of the Apphcant Bank the Proposed Branch, and other
existing branches, as contemplated in this Application are as follows:

The Applicant Bank will at all times maintain adequate total capital accounts in relatlon to the true value of its total
assets.

*This paragraph need not be complied with, of course, unless the Proposed Branch is estabhshed as a result of any of the transactions therein
mentioned.

2



(8) FUTURE EARNINGS PROSPECTS

There follows a statement of the current operating earnings and expenses of ‘the Applicant Bank or its Predecessor In-
stitution during the last calendar year or for the twelve month period ending. ... .. ... . ... ... ... ; or, if
the Applicant Bank has been recently organized and has no Predecessor Institution, there follows a pro forma statement
of anticipated current operating earnings and expenses for the ﬁrst twelve months following membershxp of Apphcant
Bank in the Federal Deposit Insurance Corporation: . e

Current Operating Earnings ‘ o Current Operating Expenses
(a) Interest and discountonloans . . . . . —————_ . (a) Interest on time and savings deposits .
(b) Interest and dividends on securities . . . ~——————— (b) Interest and discount on iborrowings» .
(¢) Commissions, fees, and collection, exchange, . (c) Salaries and wages .
and service charges .. . . . . . . i —————  (d) Taxes (other than on net income) ,
(d) Other current operating earnings . . . . — -+ (e) Other current operating expenses .
Gross‘ Current Operating Earnings . . . . . c——— Total Current Operatiné Expenses .

The following is an itemization of current operating expenses on a yearly basis which will result from the operation of the
‘Proposed Branch:

"It is the opinion of the undersigned that the operating earnings which will result from the operation of the Proposed Branch
will be sufficiently in excess of the estimated current operatmg expenses listed above to Justlfy the operation of the Pro-
posed Branch.

(4) MANAGEMENT

The proposed members of the loeal advisory board (or local directors) and the proposed officers of the Proposed Branch
are listed below with information in regard to each. Following the name of each of the proposed officers is a brief resume
‘or outline of his past business or banking experience and other qualifications as well as a brief statement of his dutxes and
responsibilities in connection with the operation of the Proposed Branch. : '

Name, address and occupation * Age  Title and Net Annual Par value of
i : . duties = worth salary _ stock owned
: S ‘ Preferred Common

Officers of the Proposed Branch will have the following authority in connection with the grantmg of loans and dlscounts
and extending credit:

A brief summary of the supervision and control which will be exercised by the ofﬁcxals of Applicant Bank over the activi-
- ties of the Proposed Branch is as follows:

The Applicant Bank will at all times maintain sufficient surety bond coverage on its active officers and employees to
conform with generally accepted banking practices. :



(6) CONVENIENCE AND NEEDS OF COMMUNITY

Existing banks and branches of banks located in same city or town as the Proposed Branch and existing banks and branches
of banks1ocated within a radius of twenty-five miles of the Proposed Branch are as follows:

Name of bank or branch . . Location Population | Approximate Distancé from the .

: eposits Proposed Branch
The approximate population of the town or city of the Proposed Branch is........... SO The approximate population of
the trade area to be served by the Proposed Branch is .“ '

The principal industries of the community of the Proposed Branch are:

Name i Type Approximate Approximate Approximate
. number of annual annual
employees payroll sales

The principal agricultural, mineral, and other products of the trade area to be served are:
The approximate average annual valuq of the above products during the past three years is:

Other supporting information relative to the factor of convenience and needs of the community is as follows:

(6) CONSISTENCY OF CORPORATE POWERS

The Applicant Bank is organized 'pursuant to

(Give citation of State statutory provisions)

. There is attached hereto a true copy of the Articles of Incorporation or Association of the Applicant Bank, together with
all amendments thereto. (If previously submitted only subsequent amendments are to be attached.)

Ttis agreed that the Applicant Bank will riot, except as incidental to the usual functions of a bank, guarantee mortgages,
mortage or other participation certificates, or real estate land titles, or obligate itself under any contract of suretyship or
- guaranty. - : ’ ,



RESOLUTION OF BOARD OF DIRECTORS OF APPLICANT BANK

The Board of Directors of the Applicant Bank at a meeting duly 'cal_led and held on. e
adopted the following Resolution: Date

“WHEREAS, it is the sense of this meeting that application should be made on behalf of this Bank to the Federal

Deposit Insuranee Corporation for written consent to establish a branch at ...
: (Street Address)

......................................................................................................... in accordance with the provisions
(City or Town) (State)

of the Federal Deposit Insurance Act;

NOW, THEREFORE, IT IS RESOLVED, That the President or Vice-President and the Cashier or Secretary
~ of this Bank are hereby authorized and directed to make application on behalf of this Bank to the Federal Deposit
“Insurance Corporation to establish a branch at

(Street Address) (City o Town) (State)

and to submit to the Federal Deposit Insurance Corporation in connection therewith information on the several
factors enumerated under Section 6 of the Federal Deposit Insurance Act for the purpose of inducing the Board
of Directors of the Federal Deposit Insurance Corporation to grant its written consent to the establishment of a
branch as indicated in this Resolution.”

The above Resolution has not been rescinded or modified and has been duly entered on the minute book of the Applicant
Bank.

It is requested that an Examiner of the Federal Deposit Insurance Corporation be assigned to conduet the necessary
investigation or examination.

DA et et st en e eeeeemememeeeeeearesetaseiesanereaetsenseneseeenseaneseneaenes
. (Name and Location of Applicant Bank)
(SEAL) By
(President or Vice-President)
Attest:

(Cashier or Secretary)

CERTIFICATE OF DIRECTORS OF APPLICANT BANK

The undersigned, constituting , miljlo,i,, of the Directors of the Applicant Bank, do hereby certify and state, jointly
and severally, that they have read this Application and all statements, representations, and information contained therein
and that said statements, representations, and information are true and correct to the best of their knowledge and belief
and are submitted for the purpose of inducing the Federal Deposit Insurance Corporation to grant its prior written con-
sent to the establishment of a branch as provided in this Application.

Date:. ;
Signed: ~ Address:

INFORMATION FOR APPLICANT

1. Agy :igning Dtirector desiring to qualify his certificate may do so by attaching hereto any statement which may be required to make his cer-
tificate accurate. .

2. Schedules or inserts may be attached to this Application wherever the space provided for certain information is insufficient. Such attach
schedules or inserts are to be regarded as a part of this Application and must be signed by the Directors, All schedules or inserts should p?-:a:f:r(}
ably be on paper the same size as this page. Applications are to be securely bound at the top of the page.

3. This Application is to be executed in quadruplicate, three signed Applications to be forwarded to the Supervising Examiner of the Federal
Deposit Insurance Corporation for the Federal Deposit Insurance District in which the Applicant Bank is located and the other Application
is to be retained in the files olf the Atp;ph%ar;t Bfank. u to , 1ls Aop] .

4. If in any instance it is not clear as to what information is necessary to complete this Application, a letter to the Supervising Examiner of the .
Corporation for the District in which the Applicant Bank is located will bring a prompt and informative reply. P & ner ol the

5
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Application 10 ‘Move Main Office or Branch

FEDERAL DEPOSIT INSURANCE CORPORATION
WASHINGTON, D. C.

SIRS:
The . . : heremafter

Name of Bank Street Address City or Town and State
referred to as the Applicant Bank, hereby makes application to the Federal Deposit Insurance Corporation for written

consent to move its main office or branch now being operated at

Stxeet Address Citr or Town County . State

to .- e eeemeeeteeeasaseaaneeacneeaan
s
The Branch whxch the Apphcant Bank desues to move is to be known at its proposed location as .
yistobe. e distant from the main office of the Applicant Bank, and is here-

Exact Legal Title
after referred to in this Apphcatxon as the Subject Branch.

The bank’s name will be changed to

The proposed main office will be distant from the present main office.

The general character or type of business exercxsed or to be exercised by the Subject Branch or proposed Main Office is as
follows:

(Check all appropriate 1tems)
() Commercial banking; ( ) Savings banking; ( ) Industrial banking; ( ) Trust busmess, ( ) Cash depository;
() Receiving deposits and cashing checks only; ( ) Others.

It is understood that the Board of Directors of the Federal Deposit Insurance Corporation in applying the factors set out

in Section 6 of the Federal Deposit Insurance Act to this Application, will consider it only with respect to the general

character or type of business above stated and that the bank will not engage in any other business without the prior
written consent of the Corporation.

The following are citations of State statutory provisions and regulations which govern the moving, operation, and powers
of the Subject Branch or the movmg of the Mam Oﬁice°

-We have in connection with thls Appllcatlon, read the followmg provisions of the Federal Deposit Insurance Act which
govern applications by State nonmember banks to move a branch or the main office, namely: :

“Sec. 3. (0) The term ‘branch’ includes any branch bank, branch office, branch agency, additional ofﬁce, or any
branch place of business located in any State of the United States or in any Territory of the United States, Puerto
Rico, or the Virgin Islands at which deposits are received or checks paid or money lent.”

* “See, 18. (d) No State nonmember insured bank (except a District bank) shall . . . unless it shall have the
prior written consent of the Corporation, . . . move its main office or any branch from one location to another
without such consent. The factors to be considered in granting or withholding the consent of the Corporation
under this subsection shall be those enumerated in section 6 of this Act.”

“Sec. 6. The factors . . . to be considered by the Board of Directors . . . shall be the following: The financial
history and condition of the bank, the adequacy of its capital structure, its future earnings prospects, the general
character of its management, the convenience and needs of the community to be served by the bank, and whether
or not its corporate powers are consistent with the purposes of this Act.”

In support of this Application, the following statements, representations, and information upon the several factors enu-
merated in Section 6 of the Federal Deposit Insurance Act are submitted for the purpose of inducing the Board of Di-
rectors of the Federal Deposit Insurance Corporation to grant its prior written consent to the moving of the Subject
Branch or of the main office: :



(1) FINANCIAL HISTORY AND CONDITION .
The following is a statement of the assets and liabilities of the Applicant Bank as of the date of this Application:

The name and address of the main office and of each existing branch and the total amount of deposits ansmg as a result
of the operation of the main office and of each e:ustmg branch as of the dabe of this Application are shown in the following
schedule:

It is anticipated that a normal deposit volume of approximately $ will be obtained by the Subject
Branch or Main Office within.................. months after the proposed move is effected.

The following is a detailed descriptioh of the premises to be occupied by the Subject Branch or proposed Main Office. It

includes name of owner and annual rental, if by lease; date of construction, original cost, price to be paid, and from whom
acquired, if by purchase; or the estimated cost, if new construction.

*The Subject Branch or Main Office is to be moved as a result of a merger or consolidation of the Applicant Bank with

Name of Bank o 0 City
, or the purchase of assets from, and the assumption of liabilities of, said bank.

State

There are attached copies of all (propbsed) contracts and documents to be used in effecting said transaction together
with a statement of the assets and liabilities of the merged or purchased bank Other information essential to a full under-
standing of the transactlon is as follows:

(2) ADEQUACY OF CAPITAL STRUCTURE
The capital structure of the Applicant Bank, as of the date of this Application, is as follows:

Number Par value
of shares per share Amount

Preferred capital
Common ecapital..........
Surplus
Undivided proﬁts .......... eveteretrieesereitesetenesnaease sseeseesaneatenmenea
Other segregations of the capital account....

Total capital structure

The capital structure of the Applicant Bank will be increased as follows prior to moving the Subjeet Branch or Main Office:

The capital requirements of State law relative to the operation of the Applicant Bank, the Subject Branch, and other
existing branches, as contemplated in this Application are as follows:

The Applicant Bank will at all times maintain adequate total capital accounts in relation to the true value of its total
assets.

*This paragraph need not be complied with, of course, unless the Subject Branch or the proposed Main Office is moved as a result of any of
the transactions therein mentioned. :



(38) FUTURE EARNINGS PROSPECTS

There follows a statement of the current operating earnings and expenses of the Applicant Bank or its Predecessor In-
stitution during the last calendar year or for the twelve month period ending............................ ; or, if the Applicant Bank
has been recently organized and has no Predecessor Institution, there follows a pro forma statement of antxcxpated current
operating earnings and expenses for the first twelve months following membership of Apphcant Bank in the Federal
Deposit Insurance Corporation:

Current Operating Earnings ~ Current Operating Expenses
(a) Interest and discountonloans. . . . . —— (a) Interest on time and savings deposits .
(b) Interest and dividends on securities . . . ——— (b) Interest and discount on borrowings . .
(c) Commissions, fees, and collection, exchange, (c) Salaries and wages . . . . . .
and service charges. . . . . . - e —_ (d) Taxes (other than on net income) . .
(d) Other current operating earnings . .. . . —— (e) Other current operating expenses .

Gross Current Operating Earnings . . . . . —_— Total Current Operating Expenses .

The following is an itemization of current operating expenses on a yearly basis which will result from the operation of the
Subject Branch or the proposed Main Office:

It is the opinion of the undersigned that the operating earnings which will result from the operation of the Subject Branch
will be sufficiently in excess of the estimated current operating expenses listed above to justify the operation of the Subject
Branch. ‘

~ (4) MANAGEMENT

The proposed members of the local advisory board (or local directors) and the proposed officers of the Subject Branch are
listed below with information in regard to each. The new members of the board of directors and new officers of the bank,
after moving the main office, are listed below with information in regard to each. Following the name of each of the pro-
posed officers is a brief resume or outline of his past business or banking experience and other qualifications as well as a
brief statement of his duties and responsibilities in connection with the operation of the Subject Branch or proposed
Main Office.

Name, address and occupation Age Title and Net Annual Par value of
duties worth salary stock owned
Preferred Common

Officers of the Subject Branch will have the following authority in connection with the granting of loans and discounts
and extending credit:

A brief summary of the supervision and control which will be exercised by the officials of Applicant Bank over the activi-
ties of the Subject Branch is as follows:

The Applicant Bank will at all times maintain sufficient surety bond coverage on 1ts active officers and employees to
conform with generally accepted banking practices.



(5) CONVENIENCE AND NEEDS OF COMMUNITY

Existing banks and branches of banks located in same city or town as the Subject Branch or proposed Main Office and
existing banks and branches of banks located within a radius of twenty-five miles of the Subject Branch or proposed Main
Office are as follows: : :

Name of bank or branch N Location . Population Ap roximate  Distance from the
, S , : 4 eposits . Subject Branch .

The approximate population of the town or city of the Subject Branch or proposed Main Officeis..............ooooooei. The

approximate population of the trade area to be served by the Subject Branch or proposed Main Office is...........coooon........ .

The principal industries of the community of the Subject Branch or proposed Main Office are:

Name Type . Approximate Approximate Approximate
number of annual annual
employees payroll sales

The principal agricultural, mineral, and other produects of the trade area to be served are:
The approximate average annual value of the above products during the past three years is:

Other supporting information relative to the factor of convenience and needs of the community is as follows:

(6) CONSISTENCY OF CORPORATE POWERS
The Applicant Bank is organized pursuant to

(Give citation of State statutory provisions)

There is attached hereto a true copy of the Articles of Incorporation or Association of the Applicant Bank, together with
all amendments thereto. (If previously submitted only subsequent amendments are to be attached.)

It is agreed that the Applicant Bank will not, excépt as incidental to the usual functions of a bank, guarantee mortgages,
mortgage or other participation certificates, or real estate land titles, or obligate itself under any contract of suretyship
or guaranty. '



RESOLUTION OF BOARD OF D_.IRECTORS OF APPLICANT BANK

The Board of Directors of the Applicant Bank at a meeting duly called and held on.... ... o
adopted the following Resolution: (Date)

“WHEREAS, it is the sense of this meeting that applicatidn should be made on behalf of this Bank to the Federal
Deposit Insurance Corporation for written consent to move its branch or main office now being operated at

. (Street Address) : (City ot Town) (State)

o g U UN
. (Street Address .. City or Town (State)

in accordance with the provisions of the Federai Deposit insurance Act;

“NOW, THEREFORE, IT IS RESOLVED, That the President or Vice-President and the Cashier or Secretary
of this Bank are hereby authorized and directed to make application on behalf of this Bank to the Federal Deposit
Insurance Corporation to move its branch or main office now being operated at.................ccooiomoeoeeeeeeee.

+

(Strect Address) (City ot Town) (State)

(Street Address) . (City or Town), . . e . . (Stated
and to submit to the Federal Deposit Insurance Corporation in connection therewith information on the several

factors enumerated in Section 6 of the Federal Deposit Insurance Act for the purpose of inducing the Board of
Directors of the Federal Deposit Insurance Corporation to grant its written consent to moving the branch or the
main office as indicated in this Resolution.”

The above Resolution has not been rescinded or modified and has been duly entered on the minute book of the Applicant
Bank.

It is requested that an Examiner of the Federal Deposit Insurance Corporation be assigned to conduct the necessary
investigation or examination,

Date: :
(Name and Location of Applicant Bank)
(SEAL) | | By
(President or Vice-President)
Attest:

(Cashier or Seczetary)

CERTIFICATE OF DIRECTORS OF APPLICANT BANK

The undersigned, constituting . moh4y of the Directors of the Applicant Bank, do hereby certify and state, jointly and
severally, that they have read this Application and all statements, representations, and information contained therein
and that said statements, representations, and information are true and correct to the best of their knowledge and belief
and are submitted for the purpose of inducing the Federal Deposit Insurance Corporation to grant its prior written consent
to moving the branch or the main office as provided in this Application.

"~ Date:
" Signed: Address:

INFORMATION FOR APPLICANT

1. ;\gy signing Dérector desiring to qualify his certificate may do so by attaching hereto any statement which may be required to make his cer-

ificate accurate.

2. Schedules or inserts may be attached to this ApFlication wherever the space provided for certain information is insufficient. Such attached
schedules or inserts are to be regarded as a part of this Application and must be signed by the Directors. All schedules or inserts should prefer-
ably be on paper the same size as this page. Applications are to be securely bound at the top of the page.

8. This Application is to be executed in quadruplicate, three signed Applications to be forwarded to the Supervising Examiner of the Federal
Deposit Insurance Corporation for the Federal Deposit Insurance District in which the Applicant Bank is located and the other Application
is to be retained in the files of the Applicant Bank. =~ | L

4, If in any instance it is not clear as to what information is necessary to complete this Application, a letter to the Supervising Examiner of the
Corporation for the District in which the Applicant Bank is located will bring a prompt and informative reply,
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