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From: Office of the Secretary

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

It is not proposed to include a statement
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advise the Secretary's Office. Otherwise, if you
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Gov. Vardaman
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Gov. Robertson
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Minutes of the Board of Governors of the Federal Reserve System

on Friday, April 4, 1958. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Szymczak
Mr. Vardaman?'
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Fauver, Assistant Secretary
Mr. Thurston, Assistant to the Board

Mr, Riefler, Assistant to the Chairman

Mr. Thomas, Economic Adviser to the Board

Mr. Leonard, Director, Division of Bank Operations

Mr. Young, Director, Division of Research and

Statistics
Mr. Hackley, General Counsel

Mr. Masters, Director, Division of Examinations

Mr. Molony, Special Assistant to the Board

Mr, Shay, Legislative Counsel

Mr. Farrell, Assistant Director, Division of Bank

Operations

Mr. Williams, Associate Adviser, Division of Research

and Statistics
Mr. Solomon, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division of Exami-

nations
Mr. Solomon, Economist, Division of Research and

Statistics

Discount rates. Unanimous approval was given to telegrams to

the Federal Reserve Banks of New York, Philadelphia, Chicago, and

Minneapolis approving the establishment without change by those Banks

on April 31 1958, of the rates on discounts and advances in their ex-

isting schedules.

Text of Annual Report. With a memorandum from Mr. Thurston

dated March 311 19581 there had been distributed to the members of 
the

2.1 Withdrew from meeting at point indicated in minutes.
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Board galley proof for the following sections of the Board's A
nnual

Report for 1957: Introduction, Functioning of the Discount 
Mechanism,

Demand and Supply of Funds in 1957, and Board's Income and
 Expenses.

The policy records of the Federal Open Market Committee an
d the Board

of Governors had previously been approved by the Board.

During a discussion of the material submitted and 
the content of

the Board's annual reports in more general terms, Govern
or Shepardson

mentioned a tendency that he had observed toward rep
etition, Governor

Robertson suggested careful handling of material deali
ng with the discount

rate so as not to obscure the role of the Reserve Bank dir
ectors, and

Governor Balderston suggested the possibility of placi
ng more prominently

in the report the table entitled Digest of Principal Federa
l Reserve

Policy Actions. No changes were requested in the text of the 1957

Annual Report, but it was understood that the various com
ments would be

borne in mind in the preparation of annual reports in the fut
ure.

Thereupon, the text of the Annual Report for 1957 wa
s approved 

unanimously, subject to any necessary technical and 
editorial corrections,

and it was understood that the Report would be distributed 
in the usual

manner.

Messrs. Williams and Robert Solomon then withdrew from
 the

meeting.

Handling of requests for information from Congress
man Patman

Item No. 1 . Pursuant to the understanding at the meet
ing on April 1,
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19581 there had been sent to the members of the Board copies of a draft

Of reply to a letter from Congressman Patman dated March 28, 19580

concerning what Mr. Patman termed "prolonged delays" in responding to

some of his requests for information.

Certain changes in the draft were suggested and unanimous app
roval

then was given to a letter to Congressman Patman in the form a
ttached

under Item No. 1.

Proposed amendments to the Bank Holding Company Act. In line

with the requirement of the Bank Holding Company Act that the Board

sUbmit to the Congress before May 9, 1958, a report on the results of

It s administration of the Act, including substantial difficulties en
-

countered in carrying out the purposes of the Act and any recommendat
ions

as to changes in the law which in the Board's opinion would be desira
ble,

there had been distributed to the members of the Board with a memoran
dum

from Mr. Hackley dated March 31, 1958/ a draft of recommendat
ions for

eaenuments to the Act based upon suggestions received from the F
ederal

Reserve Banks and others, including members of the Federal Advisory

Council, and suggestions by members of the Board's staff. Also attached

to the memorandum was a list of suggested amendments which, in the 
opinion

of the staff, did not merit consideration. The memorandum stated that

after the Board had decided what recommendations were to be made 
to the

Congress, there would be submitted to the Board a revised draf
t of pro-

Posed amendments, along with drafts of the parts of the report 
having to
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do with with administration of the Bank Holding Company Act and any sub-

stantial difficulties encountered by the Board.

In view of Governor Vardaman's prospective absence from his

office, Chairman Martin called upon him for preliminary comment with

respect to the proposed amendments.

Governor Vardaman said that the material submitted by the Legal

Division was very complete and informative, and that the comments and

proposed amendments represented a superior piece of work. As to the

amendments themselves, it appeared to him that as a group they would

have the effect of mnking the Bank Holding Company Act almost airtight.

If there was to be bank holding company legislation and if the Board

waS to have the responsibility for its administration, he would consider

the proposed amendments good, generally speakinglfor he did not see how

the Congress could permit an imperfect statute to stay on the books.

Therefore, if the Act was going to stay, he would, speaking in general

terms, favor these amendments, although there might be details about

which he would have some question.

Asked by Governor Robertson whether he would favor all of the

proposed amendments, Governor Vardaman said that he did not see how one

cOld really separate many of them. In other words, if the Objective

was to complete the legislative structure and Obtain a more rounded-out

Piece of legislation, he felt that the proposed amendments were in order.

They would tighten the legislation and there would no doubt be protests

from the bank holding companies, but it seemed to him that the Congress
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was the proper forum for such a debate. If asked, he would oppose a

great many of the provisions of the Act before a committee of the

Congress but, as he understood it, the obligation of the Board was to

advise the Congress what changes in the law would seem desirable from

the standpoint of administration of the Act rather than what was wrong

With the Act itself.

Mr. Hackley commented at this point that some of the proposed

amendments were controversial and that the position of the staff was

not unanimous with respect to all of them. Also, there were certain

suggested changes, for example, the adoption of a one-bank definition

in place of the existing two-bank definition of a holding company, which

the Congress might not want to consider at all at this stage.

Following some discussion of the existing statutory definition

of a bank holding company and the purposes of the Bank Holding Company

Act, Chairman Martin stated to Governor Vardaman that there would be a

further opportunity for him to participate in the consideration of the

report to Congress following his return.

Governor Vardaman then made the additional comment that, as the

Board studied the specific recommendations more closely, it might be

that he would have questions. In essence, however, he felt that the

0111Y way to have bank holding company legislation on the statute books

was to have it tight, and it seemed to him that this was what the proposed

amendments would do. With further reference to the definition of a bank

holding company, he expressed the opinion that a one-bank holding company
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situation is potentially dangerous, particularly where it arises through

fiduciary relationships.

Response to Congressman Patman's February 7 statement. The

Board had previously sent a letter to Chairman Spence of the House

Banking and Currency Committee in which it stated, with respect to

Congressman Patman's statement before the Committee on February 71

1958, during hearings on the proposed Financial Institutions Act, that

after having had an opportunity to examine in entirety the material

Which Mr. Patman placed in the record, it would like to furnish the

Commi ttee in writing such information and comments as might be necessary

to prevent misunderstandings with regard to the various items on which

Mr. Patman had commented. This material having been reviewed and a

report having been received from each Federal Reserve Bank, there had

now been distributed to the members of the Board a draft of letter to

Chairman Spence which mould transmit specific comments with respect to

matters covered in Mr. Patman's statement.

Governor Shepardson, who had been asked by the Board to

coordinate the preparation of a reply, stated that the comments Ilan 

been prepared by the staff after careful review of the reports from the

Federal Reserve Banks. The objective, he said, was to compile a report

Which would be complete in itself, this being in line with the state-

rnent of the Board to the Presidents that a decision would be made later

on whether to transmit the reports of the Reserve Banks to the Committee.
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Governor Shepardson Shepardson then referred to two additional items which

had been distributed to the members of the Board at the request of

Governor Balderston, the first being a suggested additional paragraph

to the tranmmittal letter and the second an expanded preface to the

detailed comments which would deal with the structure of the Federal

Reserve System and the procedures for control of expenditures. He

suggested that the Board might wish to give consideration to the possi-

bility of blending into the letter and report previously distributed

the additional material proposed by Governor Balderston.

Governor Shepardson concluded by saying that it had been the

thought in preparing the comments that a statement which covered types

of expenditures, with appropriate illustrations, might be the most

effective and readable kind of presentation. Then, if it seemed desirable,

the statement could be supplemented by the detailed reports of the

respective Federal Reserve Banks.

Governor Vardaman stated that he rather liked the presentation

as a whole, but that it might be desirable for the report to be reviewed

With the thought of revising any portions thereof which seemed to carry

a tone of irritation. While it would be necessary, of course, to refute

Mr. Patman's erroneous statements, he felt that the best approach would

be to submit a constructive document which did not expose the Board's

feelings. With respect to that part of the proposed reply dealing with

Mr. Patman's criticisms about the Retirement System of the Federal

Reserve Banks, he suggested that consideration be given to expanding the
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information comparing retirement benefits of employees in differe
nt

salary brackets.

Governor Robertson expressed the view that the best reply would

be one confined to factual comments on the matters criticized by Mr.

Patman. Accordingly, he was favorably impressed by the portion of the

Proposed report dealing with specific matters in Mr. Patma
n's statement

but he was dubious about the need for extensive introductory materia
l.

He then suggested how the introductory section could be m
odified in line

With such an approach. He concluded by indicating that he agreed with

Governor Vardaman's suggestion for expanding the material 
on retirement

benefits.

Governor Vardaman concurred in Governor Robertson's sugg
estions

and stated that changes of the kind mentioned would eliminat
e most of

the apprehension that he had felt about terminology.

These comments by Governors Vardaman and Robertson led 
to two

Principal lines of discussion, the first having to do 
with the text of

the transmittal letter and section of the report introducing
 the comments

on Mr. Patman's criticisms. Governor Balderston saw a need for providing

orientation, either at this time or perhaps in conne
ction with Congressional

testimony, regarding the status of the System and
 the reasons for decen-

tralization of responsibilities. It was his thought that, with the

integrity and judgment of the directors of the Federal
 Reserve Banks

having been impugned by Mr. Patman's criticisms, there was a 
case to be

made for providing a clearly understandable statement in
 respect to the
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position of the directors, especially if the Board's reply was to stand

as the reply for the System as a whole.

At the conclusion of the discussion of this phase of the matter,

it was understood that Governor Balderston and Mr. Leonard would develop

an alternative form of covering letter to Chairman Spence.

With regard to the comments dealing with retirement benefits,

members of the Board other than Governors Vardaman and Robertson indicated

that they would be reluctant to expand the material now included in the

report because they doubted whether this was necessary or appropriate.

In order, however, that the matter might be considered further, the staff

was requested to prepare supplemental data.

The question of timing then was raised and the Chairman stated

that there did not appear to be any strong reason why the reply must be

expedited. In the circumstances, it was suggested that copies of the

Proposed report be sent to the Presidents of the Federal Reserve Banks

With a view to discussion following the meeting of the Federal Open

Market Committee on April 15, 1958.

There was unanimous agreement with this suggestion and it was

understood that drafts of the report and letter of transmittal would be

sent to the Presidents in a form approved by Governor Shepardson in the

light of the comments and suggestions made at this meeting.

Mr. Farrell mentioned reference in the report received from the

Federal Reserve Bank of New York to the public release by Mr. Patman of

information from examination reports relating to loans on gold and
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inquired whether the Board would wish to recognize this concern of the

New York Bank in its comments to the Banking and Currency Committee.

Following a brief discussion of this point, it was agreed that

the preferable way of handling the matter would be to refer to the

confidential nature of such information on the next occasion when exami-

nation reports of the Reserve Banks were sent to the Banking and Currency

Committees.

During the foregoing discussion Governor Vardaman withdrew from

the meeting.

Salary of officer at Richmond Reserve Bank (Item No. 2).

Unanimous approval was given to a letter to the Federal Reserve Bank

of Richmond, which had been circulated to the members of the Board,

approving the payment of salary to G. Harold Snead as General Auditor,

effective July 1, 1958, at the rate fixed by the directors of the Bank.

Purchase of new site for Denver Branch (Item No. 3). Governor

Shepardson stated that subsequent to the meeting of the Board on March 26,

1958, he advised President Leedy of the Federal Reserve Bank of Kansas

City by telephone that although the Board would interpose no Objection

to the purchase of property on 19th Street between Stout and Champa

Streets as a site for a new Denver Branch building, questions had been

raised regarding (1) whether the fee to be paid by the Reserve Bank to

the real estate agent was the only real estate commission that would be

Paid, and (2) the appropriateness of a real estate commission based on a

Percentage of the purchase price. On the first point, he said, Mr. Leedy
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informed him that the Bank's agent was dealing directly with the present

owners of the property. On the second point, Mr. Leedy later advised

that, although computation of commission on a percentage basis was

customary in the area, arrangements had been made for a flat fee of

$35,000. While this would mean that the real estate commission would

be slightly higher than 5 per cent if the purchase price should develop

to be less than $700,0001 it did not appear likely that the purchase

Price would be much lower than that figure, if at all.

Thereupon, unanimous approval was given to a telegram to the

Federal Reserve Bank of Kansas City in the form attached under Item

No. 3.

The meeting then adjourned.

Secretary's Note: Pursuant to recommendations

contained in memoranda from appropriate indi-
viduals concerned, Governor Shepardson today
approved on behalf of the Board increases in
the basic annual salaries of the following
persons on the Board's staff in the amounts

Indicated, effective April 6, 1958:

Basic annual salary

Name and title Division From To

Office of the Secretary

Zoe Gratsias, Secretary Y y''4 o8o $4,215

Legal

Jean Crosby, Secretary 4/930 5,065
John E. Hogan, Legal Assistant 5,440 5/575
John F. Rolph, III, Legal Assistant 5,980 6,115
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Salary increases, effective April 6, 1958 (continued)

Basic annual salary

Name and title Division From To

Research and Statistics 

Davita C. Leister, Secretary $ 3/500 $ 3,670

Helen A. Lupton, Assistant Chief Draftsman 5,510 5,645

Milton Moss, Economist 9,635 10,320
Mary Naughten, Draftsman-Illustrator 5,510 5,645

Bettie M. Pomeroy, Secretary 3,940 4,075

International Finance 

Frederick R. Dahl, Economist 6,820 7,570

Bank Operations 

John C. Franzoni, Technical Assistant 8,215 81430

Examinations 

Cyril J. Bowman, Assistant Federal Reserve Examiner 5,440 5,575
Jerry B. Riley, Assistant Federal Reserve Examiner 5,710 5,845

Daisy L. Polk, Stenographer 3,415 3,500

Personnel Administration

Jeanette E. Devlin, Personnel Records Clerk 4,210 41345

Administrative Services 

Donald W. Moon, Purchasing Assistant 51240 5,375
James R. Jordan, Mail Clerk 3,215 3,300
J. Frank Bell, Head Chauffeur 4 4148o
Edward Cross, Operator-Offset Press (Multilith) 4,222

,r —ec ;Itary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WAS

The Honorable Wright Patman,
House of Representatives,
Washington 25, D. C.

Dear Mr. Patman:

Item No. 1
4/4/58

OFFICE OF THE CHAIRMAN

April )4, 1958

The members of the Board of Governors regret very much to

learn from your letter of March 28 that you are not satisfied with

our efforts to respond to the requests for information which you

have made during the past several months.

It is the policy of the Board to be meticulous in the prepa-

ration of material requested with respect to the Federal Reserve

System so that the data furnished will be as nearly accurate as it

is possible to make it. That policy was followed with respect to

your inquiries, including the two mentioned in your letter.

The material requested did take a considerable amount of

time to prepare in the manner that we felt it should be assembled.

Furthermore, as I am sure you understand, with the pressure of the

other important responsibilities which have demanded our continuous

attention during this period, it was not possible for the Board and

its staff to give undivided attention to your inquiries.

The other members of the Board join me in assuring you that

we will continue to make every effort to reply to your inquiries as

Promptly as accuracy and the circumstances involved will permit.

We trust that you will accept this statement as meaning exactly what

it says.

Sincerely,

Wm. McC. Martin, Jr.
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BOARD OF GOVERNORS

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

CONFIDENTIAL (FR)

Mr. Alonzo 3. Decker, Jr.
Deputy Chairman of the Board,
Federal Reserve Bank of'Richmond,
Richmond 13, Virizinia.

Item No. 2
4/4/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

April 4, 1958

Dear Mr. Decker:

The Board of Governors Approves the ,payment
of salary to the followin'officer of the Federal
Reserve Bank of Richmond for thq .psriod July 11 1958
through December 31, 1958; at the rate indicated,
which is the rate fixed by your Board of ,Directors
as reported in your letter of March 14, 19513:

Mane

Harold Snead

Title

General Auditor

Annual Salary

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter;
Secretary.
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

April 4, 195

LeedyKansas City

As requested in your letter of March 3, 1958, and

accordance 'with recent telephone conversations between

Item No.
4/14158

you and Governor Shepardson, the Board interposes no

objection to purchase of nev site for the Denver Branch

as described in your letter at an aggregate purchase price

of not to exceed $700,000 plus a real estate fee of $350000

for assembling the properties. It is understood that an

initial expenditure of not to exceed $15,000 may be necessary

to place all the lots under option.

(Signed) S. R. Carpenter

Carpente
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