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Minutes of the Board of Governors of the Federal Reserve System

on Monday, May 19, 1958. The Board met in the Board Room at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Leonard, Director, Division of Bank Operations

Mr. Hackley, General Counsel

Mr. Molony, Special Assistant to the Board

Mr. Farrell, Assistant Director, Division of Bank

Operations
Mr. Solomon, Assistant General Counsel

Mr. O'Connell, Assistant General Counsel

Mr. Hostrup, Assistant Director, Division of

Examinations

Request by Congressman Celler for certain correspondence (Item

1124-11. At the meeting of the Board on May 14, 1958, consideration was

given to a request from Congressman Celler that he be furnished copies

Of correspondence between the Board and the Department of Justice dealing

with the Department's investigation of the competitive aspects of trans-

aeti°ns contemplated by the pending applications of First New York

ecal)oration, The First National City Bank of New York, and International

Bexking Corporation under the Bank Holding Company Act. It having been

the 
conclusion of the Board that the request should not be complied

 with

4t this time, the Board approved a letter to Congressman 
Celler taking

the.t Position, with the understanding that it would be presented to Mt.

°eller by Vice Chairman Balderston. The letter was presented on Thursday,
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Y 15, at a meeting in Mr. Celler's office at which Mr. O'C
onnell was

Present along with Mr. Herbert Maletz, Chief Counsel for the 
Antitrust

81-lbcommittee of the House Committee on the judiciary.

The results of the conference with Mr. Celler were 
summarized

ill a memorandum from Mr. O'Connell dated May 15, copies 
of which had

been distributed to the members of the Board. There had also been

distributed to the Board copies of a draft of second let
ter which might

be sent to Mr. Celler in the light of points which were 
discussed at the

nleeting in his office. At that meeting Mr. Celler handed back the Board's

14aY 14 letter after reading it with the statement that the 
Board might

/rish to reconsider his request on the basis of his word 
that none of the

material which might be furnished him would be made public 
without prior

eWasultation with the Board and the Board's consent. If upon recon-

sideration, however, the Board's decision was unchanged, Mr. Celle
r

indicated that the May 14 letter might be returned to him.

At the request of the Board, Mr. O'Connell summarized devel
opments

ill the matter, including points which had been raised d
uring the discussion

between Congressman Celler and Vice Chairman Balder
ston. He then referred

to certain changes in the draft of second letter to Mr. 
Celler which had

been suggested by Governor Mills, and to a possible change 
in the May 14

letter which had been mentioned by Governor Balderston. 
On the latter

1)°1nt, which concerned the possibility of striking a se
ntence concerning

the estdblishment of a precedent for demands from o
thers in the course

tuture hearings, Governor Balderston had suggested 
that furnishing
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°0pies of the correspondence with the Justice Department to Congressman

Celler perhaps would not establish a precedent for other demands because

Of Mr. Celler's position as Chairman of the Judiciary Committee and its

Antitrust Subcommittee. It was pointed out, however, that any similar

demands in the future might nevertheless be premised on the Board's

e°mPliance with Mr. Celler's request; also, that a copy of the Board's

MaY 14 letter had been sent to the Department of Justice pursuant to

the understanding at the Board meeting last Wednesday.

Regarding the point which had been made by Mr. Maletz during

the meeting in Mr. Celler's office that copies of certain correspondence

between the Board and the Department of Justice pertaining to the same

aPPlications had been forwarded to Mr. Maletz by the Board in January

1957) Mr. O'Connell stated that a distinction could be made in that

the earlier correspondence bore dates preceding the commencement of

the hearing in this matter and in that the subject matter was of

essentially a different nature, having to do primarily with matters

elleh as arrangements for the proposed hearing. On the other hand, the

correspondence now requested had been exchanged subsequent to the

e°111mencement of the hearing and was concerned in part with the resu
lts

r the investigation by the Department of Justice and plans of the

ic)411cl's staff based on the results of such investigation. As Mr. O'Connell

eXl°1ained, a principal purpose of the second letter to Mr. 
Celler would

be to- ,,raw distinctions between the subject matter of the earlier cor
re-

el°°ndence and the correspondence now requested.
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There followed a discussion of the question whether the statement

by*. Celler to Governor Balderston that he would not make the corre-

sPondence public without the Board's consent should be regarded as placing

the matter in a different light and creating a basis for reversal of the

8°ard'8 decision against furnishing copies of the correspondence. In

this connection Mr. O'Connell reviewed the legal reasons which seemed to

suggest the appropriateness of refusing to comply with a request of this

410J01 until a decision on the applications now under consideration had been

rendered.

During the discussion of this point, Mr. Hackley said he agreed,

tor the reasons Mr. O'Connell had stated, that it would be improper in

141Uciple to transmit information of the kind requested during the

c°urse of the proceedings srui just prior to oral argument. Of course,

the correspondence might be obtained under subpoena, since the 
Judiciary

C°tarnittee has the subpoena power, but the Board's position would then
 be

clear. Perhaps no harm would come from complying with the request
, but

°II the other hand compliance could mAke the Board vulnerable to c
harges

by the applicants of acting in a mognner prejudicial to t
heir interests.

141% Rackley felt that a distinction could properly be made be
tween this

41411 the earlier request on the basis of the subject matter 
of the

corr
espondence involved.

At the conclusion of the discussion, it was agreed 
ummimously

adhere to the Board's original decision. In order to place on record
to
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the fact that the request had been given further consideratio
n on the

basis of the meeting in Mr. Celler's office, it was also agre
ed to send

to Congressman Celler a second letter, with which the 
original letter

would be enclosed, in the form attached as Item No. 1, wi
th a copy to

the Department of Justice.

Procedure in First New York Corporation matter. 
In view of the

fact that Governor Balderston was to be away from his of
fice for about

e month on an overseas assignment after the end of this 
week, consideration

was given to the procedure which should be followed in reac
hing a decision

011 the applications of First New York Corporation and 
others under the

Batik Holding Company Act. Following the discussion, agreement was

exPressed with the suggestion that following receipt of 
the staff memo-

randa on the case which would be submitted as soon as pos
sible following

the
oral argument on Wednesday, May 21, 1958, the ava

ilable members of

the Board could consider the matte,- and indicate to the le
gal staff a

telatative decision on the basis of which a statement 
and order appropriate

to that tentative decision could be drawn up in draft fo
rm by the staff.

It l'ras noted that the time required for the preparation of 
the necessary

(icelzments made it likely that Governor Balderston would 
return in time

t° Participate in the final discussion and formal 
decision.

Mr. O'Connell then withdrew from the meeting.

Emergency planning matter. Governor Robertson stated that the

ral Reserve Banks were anxious to begin negotia
tions with commercial
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banks which would serve as agent banks in the event of a national

emergency but that it seemed necessary, before such negotiations were

started, to be in a position to inform the proposed agent banks about

the program for granting credit for uncollectible checks. He then

read a draft of a portion of a contemplated letter to the Federal

Reserve Banks which, if the Board approved, would form the basis for

dt
scussions with the Treasury before such a letter was actuFilly sent.

The Part of the letter which he read would state that Federal Reserve

1211ans contemplated that Federal Reserve Banks, in the event of an

elllergency, would give credit for cash items received by them, or held

for them by commercial banks, even though, because of conditions

arising from enemy attack, the items were uncollectible, either

because the drawee banks had suspended operations or because trans-

Portation facilities were not available. Items that could not be

Iresented for such reasons would be held by the Reserve Banks or

held for them by commercial banks until they could be presented for

IlaYlnent. After presentation, only such of these cash items would be

l'eturned by the Reserve Banks to their depositors as would be returned

in normal circumstances for reasons of nonpayment unrelated to the

erner*ncY, such as insufficient funds, no account, forgery, et
c.

In presenting the matter, Governor Robertson stated that favorable

a'Qtl°11. by the Board at this time would not be binding on a
nyone and that

the result would be simply to enable negotiations concerning the defense

Plar141nE program to go forward.

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



5/19/58 -7-

Governor Mills then restated the view he had expressed on

earlier occasions that the contemplated program to prevent any bank

from becoming insolvent in the event of enemy attack was unsound. In

hiS opinion an attempt to liquefy a broken banking system in an emergency

14341d not be workable and the only effect would be to produce a mass of

uncollectible claims, the basic records on which could not be restored.

He felt that the original suggestion of the Treasury was the right one;

nallielY, that there should be a period of martial law until the country

eolad resume business operations according to normal standards.

Following additional consideration of the matter, it was agreed 

to 
distribute copies of the memorandum read by Governor Robertson prior

to further discussion of the subject by the Board.

Direct borrowing authority of the Treasury. Mr. Shay reported

" a matter of information a conversation with a representative of the

Treasury concerning the forthcoming expiration date of the authority

Of the Treasury to borrow temporarily from the Federal Reserve Banks

14ithin prescribed limitations. It appeared that the Treasury intended

t° submit to the Congress a bill to extend for two years the present

411th°ritY and that the Board's views would then be requested by the

lallking and Currency Committees.

Reserve requirement legislation. Chairman Martin referred to a

Illemorandum from Mr. Hackley dated April 29, 1958, transmitting, pursuant

to
a.. previous request of the Board, a memorandum explaining the various
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Changes which would be made in present law by the pending reserve

requirements bill introduced at the Board's request. While the

memorandum explained what the bill would do, it did not undertake to

discuss the reasons for the changes and was therefore entirely of a

factual nature.

The Chairman suggested the possibility of distributing copies

of the memorandum to the members of the Federal Advisory Council prior

tO the Board's meeting with the Council tomorrow, and there was unanimous

ItgE2,21ent with this suggestion.

Reference also was made to the memorandum from Messrs. Thurston

ard Molony which, like Mr. Hackley's memorandum, had been prepared at

the Board's request, with the thought that it might furnish the basis

ror a statement to be presented in testifying on the reserve requirements

bill. The view was expressed that this memorandum should be studied

carefully by the Board before any use was made of it.

Messrs. Shay and Hostrup then withdrew from the meeting.

1957 budget experience of the Federal Reserve Banks. Under date

c)r MEV' 121 19581 the Division of Bank Operations distributed to the members

Of the Board an analysis of the budget experience of the Federal Reserve

/144ks for 1957 prepared on the basis of reports received from the re-

sPective BArks. The principal purpose of the reports, furnished under

the Procedure established in 1953, was to draw attention to and explain

Eignificant differences between budget provisions and actual expenses in

the various object and functional categories.
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In comments made at the Board's request in supplementation of

the analysis, Mr. Farrell expressed the view that the Reserve Banks

had done a good job on their budgets and living within them, as well

as in reporting to the Board on their budget experience. He and Mr.

Leonard then discussed several points raised by Governor Mills, including

certain questions related to holdovers in the check collection process

and the expenses of Federal Reserve Bank meetings, following which

Governor Vardaman suggested a procedure in the interest of acquainting

meillbers of the Banking and Currency Committees with Reserve Bank expenses

Which 
contemplated meetings between the Board and designated members of

Such Comd ttees. A possible alternative approach mentioned by Governor

84Y111czak contemplated invitations from the respective Federal Reserve

Banks to members of the Banking and Currency Committees from their

l'esPective districts to visit the Reserve Banks for informal discussions

or Reserve Bank operations and expenses.

The meeting then adjourned.

Secretary's Notes: Pursuant to the recommendation

contained in a memorandum dated May 16, 1958, from

Mr. Masters, Director, Division of Examinations,

Governor Shepardson approved on behalf of the Board

on that date service by J. Frank Holahan, Supervisory

Review Examiner, as Judge of Election for the Seventh

District, Fifth Precinct, Montgomery County, Maryland,

for a period of two years beginning March 15, 1958.

It was understood that only two days each year would

be involved in discharging this service.
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Governor Shepardson today approved on behalf

of the Board the following letters:

Letter to the Federal Reserve Bank of Nev York (attached

approving the appointment of Douglas J. Schotte as
assistant examiner.

Letter to the Federal Reserve Bank of Philadelphia (attached
Item v 

)regarding the assignment of J. Donald Murray of that Bank
to the s Division of Examinations for a period of approximately
°Ile month, effective May 19, 1958. Appointment of 1.1r. Murray as an

latistant Federal Reserve Examiner for the period May 19 to June 20,958, was also approved by. Governor Shererdson.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

Item No. 1
5/19/58

OFFICE OF THE CHAIRMAN

May 19, 1958

flle Honorable Emanuel Celler, Chairman,
1/41ommittee on the Judiciary,
House of Representatives,
Washington 25, D. C.

Dear Chairman Celler:

Reference is made to the matter of the applications of

First New York Corporation, et al., pursuant to section 3 of the Bank

115(ilting Company Act of 1956, concerning which, by letter dated May 12,

'u, You requested that you be furnished with a copy of the 
corre-

s
trndence between the Board and the Department of Justice dealing 

with

.Department's investigation of the competitive aspects of 
the trans-ac!

°-0/1 proposed under these applications.

Gove— 
At a meeting in your office on May 15, requested by

Atior C. Canby Balderston of the Board, at which there were 
present,

addition to yourself and Governor Balderston, Mr. Herbert 
Xaletz of

Ox: staff and Mr. Thomas J. O'Connell of the Board's staff, 
Governor

i:73'-kQerston tendered the Board's written reply to your request of May 
12.

the reasons contained in the letter it was stated that the 
Board

it would be inappropriate at this time to furnish a copy of 
the

Zrested correspondence between the Board and the Department of

th.ioe. However, the Board's letter stated that after a 
decision in

matter had been rendered by the Board, if you should still 
desire

14;J-8 correspondence, the Board, with the written consent of the 
Depart-

collt of Justice, would be glad to furnish you with a copy of 
all such

rr'esPondence.

turtle Pursuant to your suggestion that the Board might 
wish to

r consider your request in the light of expressions 
made during

he meeting in your office, Governor Balderston agre-d to 
withhold the

Gojd's response pending such further consideration. As conveyed by

opiernor Balderston and Mr. O'Connell, I understand it to be 
your

of the'12?-0n as as that of Mr. Maletz, that the Board's 
transmission

requested correspondence would merely follow an 
earlier action

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



1_522

The Honorable Emanuel Celler -2-

1??r the Board by which you were given copies of correspondence from
the Department of Justice on the same subject. Further, it was

evidently your feeling that possession and use by this Board of any

4_iterial forwarded by the Department of Justice, without full dis-

!losure of the nature of such material to the parties, would ccnstitute

!II "in camera proceeding" unfair to the parties. For this reason, I

Zderstand that it was your opinion that such material should have been

de a part of the public record.

The correspondence between the Board and the Department of
JlastiJan ce, copies of which were furnished Mr. Maletz by letter, dated

he uarY 25, 1957, all bore dates preceding the commencement of the

lo:!:ing in this matter. Only the Department's letter of January 290

11,;.;,1, enclosing a copy of a letter to the President of The First

te !..°11111 City Bank of New York, was written subsequent to the commence-

,e2L' of the hearing. The Board's letters to the Department of Justice

p ',,e concerned primarily with advising the Department of the then pro-o
or'ed details of the hearing and furnishing the Department with c

opies

pal'he applications and statements of the Board's position as to the,
a,A,:dcular statutes applicable in this type of hearing. The corre-

iZIdence from the Department to the Board advised generally of the

th eetigation then proposed by that Department, stated the Department's

rieP indecision on submitting testimony in the hearing and reser
ving a

c gnt to file a brief or a statement at a later date, and enc
losed a

citY of the Department's letter to the President of The First 
National

rtaj Bank of New York advising of the Department's interest in 
this

'Ler and requesting specific infornation from that bank.

exchanged 
The correspondence which you now request of the Bo

ard has been

tha,, ged subsequent to the commencement of this hearing a
nd rather

it8 referring to future plans of investigation and procedur
e, concerns

arl 1r, in part, with the results of the Department's 
investiation

d 
spo Plans of the Board's staff based on such results. The latter corre-

Ilatence' therefore, would appe
ar to be of an essentially different

cee'cil:e and to far more acutely affect the actual conduct of t
he pro-

Of i ng8. Whereas the Department of Justice advised the 
applicants

ba,Z's proposed plan to evaluate the effect of the fo
rmation of this

(104 holding company in light of the antitrust laws, tha
t Department

Whichn°t appear to have furnished the applicants with 
the material

to th,Lis involved in your present request. The Board's decision not

this correspondence available to the parties 
does not arise from

fo„ flwillingness to cooperate with the parties, b
ut rather, from respect

, rah 
e confidentiality of communications between 

regulatory bodies.
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bYtt- 
The above conclusion should not be construed as an intent

Ile Board to receive and consider ex parte evidence from the

Department_ of Justice or any other agency against the ap
plicants. If

f.oll recall, Governor Balderston and Mr. O'Connell indicated their

j
ereement with your opinion that any material received from 

the

Partment of Justice relative to this or any other matter 
being con-

by the Board at the time of its receipt of such mate
rial should

i„used by the Board in its decisaon function only if the 
material is

roduced in the record in such a form that all parties 
would have

'Lltable opportunity to challenge either the substance o
f the opinions

,,ZPressed or to inquire into the competency of a particula
r witness

fol.al's to his personal interest cr bias, if any. For this reason,

,:-()wing receipt from the Department of Justice in Ma
y 1957 of a

N;:4.0F.andum summarizing that Department's investigation in 
the First

4 York Corporation matter, it was determined that the 
opinions of

.
er uu interviewed by the staff of the Department of 

Justice and

f:11Darized in this memorandum should not be used as evide
nce in that

be!rn. To avoid such use, but at the same time to gain 
the greatest

benefit from the assistance rendered by the Department of 
Justice,

!rd counsel and other members of the Board's staff 
undertook a field

Drestigation paralleling, in a modified form, that 
undertaken by the

4Pa.rtment and described in its memorandum. Subsequently, there was

441tted a two-day session of this hearing in New York 
City during

or e,11 several of the persons originally interviewed by the 
Department

aI,uustice appeared and testified and were subjected to 
examination by

ic')-1 Parties. In the Board's judgment, use of these opin
ions in any

inT other than above described, although not specific
ally precluded

tYpe of hearing by the Administrative Procedure 
Act, would have

aed the basic requirements of a fair hearing and th
e specific re-

qUirement of the Administrative Procedure Act that, in a 
case such as

aar, there be given ". . . due regard to the rights or 
privileges of

the interested parties or adversely affected pe
rsons. . . .

For these reasons, in reaching a decision in
 this matter, no

be,a'lal of an alleged evidentiary nature, whether 
received from the

goia: rtment of Justice or any other agency, will be 
considered by the

goa,r..!! except as the same appears in the record pro
perly admitted. The

Of ,does not believe that this position precludes 
use by its staff

kenis-Levant memoranda of law which may be made 
available by the Depart-

Of Justice, nor consideration by the Board 
of summaries and analyses

the hearing record prepared by its staff.

tion Upon further deliberation of rmar requ
est, including considera-

ekpreof Your expressions and those of Mr. 
Maletz, as well as the reasons

ie h 'sed in the Board's original response to yo
ur request, which response

wout7irewith enclosed, the Board continues to 
be of the opinion that it

at tl...be Inappropriate to furnish a copy o
f the subject correspondence

Las time.
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As indicated before, should you still desire the correspondence

reIlowing a rendition of a decision in this matter, the Board would be

glad to comply with your request as outlined in the enclosed letter.

Your courtesy in meeting with Governor Balderston on this
Matter is appreciated.

Sincerely yours,

(Signed) Wm. McC. Martin, Jr.

McC. Martin, Jr.

41ClOgure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Mz. R. B. Wiltse, Vice President,
Federal Reserve Bank of New York,
New York 45, New York.

Dear Mr. Wiltse:

Item No. 2
5/19/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

Nay 190 1958

In accordance with the request contained in your

letter of May 15, 1958, the Board approves the 
appointment

;)0,5 Douglas J. Schotte as an assistant examiner for the Feder
al

serve Bank of New York. Please advise as to the date upon

which the appointment is made effective.

It is noted that Mr. Schotte is indebted to The

Farmers and Merchants National Bank of Matawan, Matawan,
New Jersey, in the amount of $1,200. Accordingly, the Boardts
approval is given with the understanding that Mr. Schotte will

90t participate in any examination of that bank until hi:s in-
ctebtedmIss has been liquidated.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 3
5/19/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

May 19, 1958.

Karl R. Bopp, President,
Federal Reserve Bank of Philadelphia,
Philadelphia 1, Pennsylvania.

Dear Mr. Bopp:

Rob
This is to confirm the arrangements which Mr.

p_es... C. Masters, Director of the Board's Division of

ZIamiliqations, made informally with Vice President 
E. C. Hill

have Mr. J. Donald Murray assigned to the Board's Division

rdniatons for a period of approximately one month begin-01. Exa

May 192 19580 to assist in the audit of the System
,"

4arket Account.

It is understood that the Federal Reserve Bank of

ladelphia will wish to pay Mr. Murray's travel, salary and
7,her related expenses while on this assignment but will
l'equest the Board for reimbursement. This will be satisfactory.

toWe appreciate very much the willingness of the Bank

'flake Mr. Murray's services available for this and look

t Ard with pleasure to hgving him with us. Since he may wish

8Pond week-ends at his home in Philadelphia, this travel

v4pense will be regarded as reimbursable.

Very truly yours,

(Signed) S. R. Carpenter

S. R. Carpenter,
Secretary.
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