
Minutes for July 211 1958

To: Members of the Board

Prom: Office of the Secretary

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

It is not proposed to include a statement
with respect to any of the entries in this set of
minutes in the record of policy actions required to
be maintained pursuant to section 10 of the Federal
Reserve Act.

Should you have any question with regard
to the minutes, it will be appreciated if you will
advise the Secretary's Office. Otherwise, if you
vere present at the meeting, please initial in col-
Umn A, below to indicate that you approve the minutes.
If you were not present, please initial in column B
below to indicate that you have seen the minutes.

Chm. Martin

Gov. Szymczak

Gov. Vardaman

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson
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Minutes of the Board of Governors of the Federal Reserve System

on Monday, July 21, 1958. The Board met in the Board Room at 10:00 a.m.

been.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Vardaman
Mr. Mills
Mr. Robertson
Mr. Shepardson

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. Young, Director, Division of Research and

Statistics
Mr. Kelleher, Director, Division of Administrative

Services
Mr. Solomon, Assistant General Counsel
Mr. Hexter, Assistant General Counsel
Mr. Nelson, Assistant Director, Division of Examinations

Items circulated to the Board. The following items, which had

circulated to the members of the Board and copies of which are

attached to these minutes under the respective item numbers indicated,

//ere approved unanimously:

Luetter to Bristol County Trust Company, Taunton,
i;48sachusetts, approving the establishment of a
41:811e1-1 near the corner of Broadway and Jefferson
0:,entle, rather than on the eastern side of Broadway
eillosite Avon Street. (For transmittal through the
'edsral Reserve Bank of Boston)

Lettlr to Hempstead Bank, Hempstead, New York,
ov1ng the establishment of a branch in North

(For transmittal through the Federal
esee Bank of New York)

tett.84 er to The Oystermen's Bank and Trust Company,
Ville, New York, approving the establishment of a

Clch in Oakdale. (For transmittal through the
-qeral Reserve Bank of New York)

Item No.

1

2

3
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Item No.

Letter to the Boonton Trust Company, Boonton, 4
New Jersey, approving the establishment of a
brazch in the Borough of Lincoln Park. (For
transmittal through the Federal Reserve Bank
Of New York)

Letter to Bucks County Bank and Trust Company, 5
Perkasie,Pennsylvania, granting an extension
°I time *within which to establish a branch in
the Borough of Qilskertown. (For transmittal

through the Federal Reserve Bank of Philadelphia)

Letter to Old Kent Bank and Michigan Trust Company, 6

'.tre.ucl Rapids, Michigan, granting an extension of
Iflie within which to establish a branch at 700

„r_idge Street, N. W. (For transmittal through
'ne Federal Reserve Bank of Chicago)

Letter to the Bank of Ste. Genevieve, Ste. 7

174evieve, Missouri, approving an investment in

bellk premises. (For transmittal through the Federal
"eserve Bank of St. Louis)

Discount rates. Unanimous approval was given to telegrams to

the Federal Reserve Banks of New York and Philadelphia approving the

establishment without change by those Banks on July 17, 1958, of the

l'4tes on discounts and advances in their existing schedules.

Claim against Alwac Corporation for breach of contract (Item

kl---Tb In 1956 the Board contracted with Alwac Corporation (then called

t°gistics Research, Inc.) for the purchase of an electronic computer at a

cc)st of slightly less than $250,0001 the computer to be delivered not later

th44 June 30, 1957. Alwac thereafter failed to perform under the contract,

the subsequent sale of its Electronic Computer Division made even

tleleYed performance impossible as a practical matter. Some months after

144C breached its contract, the Board contracted with International
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84siness Machines Corporation for the rental of an electronic computer

roughly comparable in capacity to the computer called for by the contract

Vith Alwac.

In a memorandum dated July 15, 1958, which had been distributed

Prior to this meeting, Governors Balderston, Mills, and Shepardson, who

had been designated as a special committee of the Board to consider

e°mPuting and charting operations, discussed procedure and policy to be

r°110wed with respect to Alwac's liability to the Board for damages.

?ram the legal viewpoint, there appeared to be three elements of damage

14 this case: (1) the Board's actual expenditures preparatory to the

e)cPected delivery of the Alwac computer; (2) liquidated damages for

delaY, as stipulated in the contract, of $100 for each day (subject to

sQme exceptions) between July 1, 1957 and the date of delivery of the IBM

c)1111Uter; and (3) general damages suffered by the Board because of Alwac's

t°tal failure to deliver the computer and the Board's resulting need to

obtain one from another source.

The memorandum pointed out that the first two elements of damage

c°11-1d be quite easily computed and were expected to aggregate somewhere

rl'Ium $50,000 and $65,000, but the third element involved complex questions

t Judgment regarding the relative dollar values, for the Board's purposes,

c3f the computer called for by the Alwac contract and comparable computers,

14c1
Uding that of IBM. The memorandum then pointed out that the Board's

141111 might be turned over at this time to the Department of Justice, where

It vould be handled as a claim by the United States, but that the Board had
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legal authority to effect a settlement with Alwac itself. If direct

aegotiations did not result in a settlement, it would then be necessary

to turn the matter over to the Department of Justice for conduct of any

litigation that the Department considered to be advisable. As between

the alternatives, the committee recommended that an effort be made to

Ilegotiate a settlement with Alwac rather then to make an immediate

referral to the Justice Department. Since the contract had certain

characteristics of an experimental and developmental contract, it was

felt that the Board probably would be justified in accepting, in full

settlement of its claim, payment by Alwac of the Board's out-of-pocket

e4Penditures plus the liquidated damages for delay in delivery. It was

the tentative view that the claim to "general damages" could be settled

On the basis of a relatively smAll payment, if any, provided the other

t110 elements of damage were settled in full. Further comments in the

Memorandum concerned the question of the financial condition of Alwac

Corporation. Submitted with the memorandum was a proposed letter to

AlIrac Corporation designed to open negotiations regarding the matter.

In comments at this meeting, Governor Balderston developed in

8°Iewhat more detail the reasons for the recommendation made by the

81/ee1al committee of the Board. His remarks were supplemented by

Governor Mills, who brought out that, as explained to the committee

bY Mr. Hexter, the Board had an obligation to press a claim for damages

Isegardless of any sentiment it might have regarding the project and
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regardless of any doubt concerning the possibility of recovery. Following

coMments by Governor Shepardson, Mr. Hexter stated that although determi-

nation of the "general damages" might involve complex questions, it was

Probably feasible. Members of the Board's staff probably would not have

t° appear as witnesses in any litigation because it seemed likely that

°Ittside experts would be cslled upon to testify. Such witnesses no doubt

/f°10-d be asked to express their opinion about the value of the machine

c3rfered by Alwac, and the difference between that value and the price of

8-nother computer system would be involved. However, he said, the Board

he's a great deal of latitude in matters of this sort and would have legal

J148t1f1cation for making a settlement at almost any figure it thought was

ai)Propriate.

Governor Vardaman then raised certain questions regarding the

Practice of departments of the Government in matters of this kind and

l'egarding whether the Board would be accepting an unreasonable risk in

attempting a direct settlement. He suggested that if it was a customary

linletien of the Department of Justice to handle such matters for the

Government, perhaps this would indicate turning the Alwac matter over to

that Department.

Mr. Hexter replied, on the question of custom, that it was difficult

to ,.
4.1nd much precedent as far as the Board's experience was concerned.

Government departments would generally refer such a matter to the Justice

tjeDartment, but under the Federal Reserve Act the Board has special authority

to h
andle its awn contractual matters and its own disbursements. Therefore,
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this case was almost unique, and it was difficult to say that an agency

like the Board would customarily turn such a matter over to the Justice

DePartment. He noted that, in connection with a charting machine which

Alljae Corporation failed to deliver, negotiations resulted in a very

f4vorable settlement so that the Board could not possibly be subjected

t° criticism regarding the outcome of that matter.

Governor Robertson expressed agreement with the proposal for

direct negotiations, particularly in view of the Board's status under

the Federal Reserve Act.

In response to a question by Governor Vardaman, Mr. Hexter said

that a similar computer was reported to have been ordered from Alwac by

an A,
-14-ency of the executive branch of the Government but that apparently

c°46ideration of the question of damages in that case had not yet reached

the Point of deciding what action should be taken. If the Board's case

811041d reach the point of litigation, it would of course be turned over

t° the Justice Department, and the two cases perhaps would then be handled

to 
by the Department.

Governor Szymczak inquired whether there had been any discussion

the Justice Department, and Mr. Hexter replied that there had been

8°41e informal staff contact. However, formal clearance with the Department

MIght take some time, and it would also raise the question whether the

allBtice Department wanted to take over the matter.

Chairman Martin noted that if a direct settlement could not be

14)11ked out, there would apparently be no alternative to turning the case
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over to the Justice Department. He felt that the most appropriate

Procedure would, be to advise Alwac Corporation that the Board would

like to effect a settlement and that if a satisfactory settlement could

Ilot be achieved the matter would have to be referred to the Department

Or Justice.

There followed some discussion of the language of the proposed

letter to Alwac Corporation during which certain suggestions were made,

unanimous approval then was given to a letter in the form attached

Iltder Item No. 8.

Messrs. Kelleher, Hexter, and Nelson then 'withdrew from the meeting.

Telegram from Congressman Pathan.. At the Chairman's request, the

Assistant Secretary read a telegram addressed to Cbsvirman Martin by Congress-

1444 Patman on July 18, 1958, commending the action of the Federal Open

14arket Committee in authorizing the purchase of Government securities

Other than short-term securities for the System Open Market Account in

the light of market conditions.

Mr. Riefler reported having received a telephone call late Friday

afterno0n. from a member of Mr. Patmant s staff expressing pleasure at the

ascision.

Following an informal discussion of market developments, it was

tux—
that a reply to Mr. Patman s telegram would be prepared for

th
Board's consideration.
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Contract with National Analysts, Inc. Governor Shepardson

referred to a memorandum from Mr. Young dated July 17, 1958, recommending

that the Board enter into a contract with National Analysts, Inc., for

4 stuaY of response error and a study of non-response to be made on the

basis of records developed in connection with the 1956 survey of new car

blVers, a part of the consumer instalment credit study. Provision for

the cost of the proposed study ($6,000 had been made in the 1958 special

13110Ject budget under "Evaluation of Consumer Finances Surveys".

Following explanatory comments by Mr. Young, Governor Shepardson

stated that he was reporting the item as a matter of information and that

In the absence of objection he would authorize on behalf of the Board the

e)cecution of the proposed contract.

No objection being expressed, it was understood that Governor

211ePardson would authorize execution of the contract.

Surveys of consumer intentions. Governor Shepardson stated that

4 l'OPOSed contract with the Census Bureau had now been submitted covering

Ipecifications and cost estimates for an experimental program of quarterly

811rVeY8 of consumer intentions to purchase durable goods. The agreement

ca-3-1ed for four quarterly surveys beginning in January 1959, with testing

'"d aevelopmental work in 1958. The cost estimate for the entire experi-

rnelltal program was $125,000 and it was expected that costs of about $15,000

I*7°414 be incurred in the calendar year 1958.

Governor Shepardson stated that the proposed contract appeared to

be in accord with the action taken by the Board on March 17, 19580
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and that in the absence of objection he would approve on behalf of the

Board the execution of the contract, which approval would carry with it

4uthor1zation for an overexpenditure of $15,000 in the 1958 regular budget

°f the Division of Research and Statistics.

No objection being indicated, it was understood that the action

stated 
would be taken by Governor Shepardson.

Consumer Finances Survey. Governor Shepardson reported that there

434 been submitted to him a proposed contract between the Board and the

University of Michigan for a Fourteenth Annual Survey of Consumer Finances,

to be conducted by the University's Survey Research Center at a cost of

$151,500.

Mr. Young stated that it was the feeling of the research staff

that the arrangement with the University of Michigan should not be

disturbed while the arrangements with the Bureau of the Census, mentioned

131'eViously at this meeting, were on an experimental basis. However, if

the arrangements with the Census Bureau proved to be an effective way of

sill‘lie3ritic consumer intentions, consideration would. be given to moving the

SilrveY of Consumer Finances to a biennial basis and limiting it to a survey

or the financial position of consumers.

Governor Vardaman stated that his comments would be along the lines

or those he had expressed on previous occasions. He thought that the data

important and, therefore, would go along with the arrangement, but only

bec,.
. 1•1.1se the Board had not seen fit to arrange for the Surveys of Consumer

ees to be conducted by the Federal Reserve System or by a Government

4Eency.
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Governor Vardaman's comments having been noted, it was unnerstood

that Governor Shepardson would authorize on behalf of the Board execution

of the proposed contract with the University of Michigan.

Proposal to restyle the Annual Report. Governor Shepardson

Iieferred to a memorandum from Messrs. Thurston and Young dated July 9,

1958, recommending that the Board authorize restyling of the Annual

RePort and an expenditure during the calendar year 1958 of up to $500

fOr Preliminary work. If the project were approved, it was hoped that

It would be possible to furnish an estimate of expenditures for the planning

and designing phase of the project for inclusion in the 1959 budget.

Governor Shepardson noted that the possibility of restyling the

44114a-1 Report was discussed at the same time as the project for restyling

the Federal Reserve Bunetin, but that no action was taken. He added that

iT
anything was to be done about the style of the Annual Report for 1958,

lt would be necessary to take initial steps at this time.

There followed a discussion of the nature of the changes in format

that
would be contemplated and the need for them. Question was raised by

scte of the members of the Board whether such changes were essential, it

beillg suggested by them that the report in its present format was adequate

to meet the necessary requirements.

In view of these questions and a statement by Governor Shepardson

thlit the matter was not regarded as urgent, agreement was expressed with a

slIggestion by Chairman Martin that the project not be unciertaken at this time.

The meeting then adjourned.
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Secretary's Notes:

-11-

Pursuant to a suggestion by Chairman Martin which
was agreed upon at an informal meeting of the Board
on July 18, 1958, there was sent to the Presidents
of the Federal Reserve Banks on that day a telegram
in the form attached under Item No. 9.

On July 161 1958, Governor Shepardson approved a
memorandum from Mr. Fauver, Assistant Secretary,
dated July 15, 1958, recommending that a program,
including luncheon in the staff dining room, be
arranged on July 23, 1958, for persons participating
in the general training program of the International
Bank for Reconstruction and Development.

Pursuant to the recommendations contained in memoranda
from appropriate individuals concerned, Governor Shepardson
today approved on behalf of the Board the following items
affecting the Board's staff:

Trans-

ti Patricia D. Kevilly, from the position of Clerk-Stenographer in the
thlrision of Personnel Administration to the position of Stenographer in
orViegal Division, with no change in her basic annual salary at the rate

'P3,755, effective July 28, 1958.

Ace
nce of resignation

aw, Jean Powell, Clerk, Division of Administrative Services, effective
25, 1958.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Bristol County Trust Company,
43 Taunton Green,
Taunton, Massachusetts.

Gentlemen:

Item No. 1
7/21/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

Ally 211 1958

Pursuant to your request submitted through the

l'ederal Reserve Bank of Boston, the Board of Governors

aPproves the establishment of a branch by Bristol County

Trust Company, near the corner of Broadway and Jefferson

Avenue, Taunton, Massachusetts, rather than on the eastern

de of Broadway opposite Avon Street, as originally 
approved

,!°Y the Board of Governors on April 10, 1957, provided the

branch is established at the new location within one year

from the date of this letter and the approval of the State
authorities is effective as of the date the branch is estab-

lished.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Hempstead Bank,
Hempstead, New York.

Gentlemen:

Item No. 2
7/21/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 211 1953

Pursuant to your request submitted through the

Federal Reserve Bank of New York) the Board of Governors

approves the establishment of a branch on the east side
21' Merrick Avenue, approximately 200 feet north of East

arfield Street, in the unincorporated area of North
Merrick, Nassau County, New York) by Hempstead Bank,
ReMpstead, New York. This approval is given provided the

branch is established within one year from the date of

letter and that formal approval of State authorities
18 effective at the time the branch is established.

Very truly yours,,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

board of Directors,
Ph e Oystermen's Bank and Trust Company,
Sayville, New York.

Gentlemen:

Item No. 3
7/21/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 21, 1958

Pursuant to your request submitted through the
Pederal Reserve Bank of New York, the Board of Governors
aPProves the establishment of a branch on the north side
c:f Montauk Highway approximately 800 feet west of Locust

avenue in the unincorporated village of Oakdale, Suffolk

r
°

unty, New York, by The Oystermen's I.3ank and Trust

mPanY, Sayville, New York. This approval is given
provided the branch is established within six months from
l'he date of this letter and that formal approval of the
'sate authorities is effective at the time the branch is
established.

Very truly yours,

(signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF BOVERNOR9
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, ID C.

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

Gentlemen:

Item No. 4
7/21/58

AnuoE1138 OFFICIAL (10FiitESPONDENCE

TO THE BOAR()

July 21, 1958

Pursuant to your request submitted through the
ederal Reserve Bank of New York, the Board of Governors
approves the establishment of a branch on the south side
or lain Street (Route 202) approximately 300 feet west of
he intersection of Main Street (Route 202) and Boonton
lur,npike in the Borough of Lincoln Park, Morris County, New
verseY, by Boonton Trust Company, Boonton, New Jersey. This
Proval is p:iven provided the branch is established within

.1,)( months from the date of this letter and that formal ap-
Proval of the State authorities is effective at the timi! the
°ranch is established.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directors,
Bucks County Bank and Trust Company,
Perkasie, Pennsylvania.

Gentlemen:

Item No. 5
7/21/58

ADDRESS OFrtC1AL CORRESPONDENCE

TO THE BOARD

July 21, 1958

Pursuant to your request submitted through the
Federal Reserve Bank of Philadelphia, the Board of Governors
extends until July 23, 1959, the time within which Bucks
County Bank and Trust Company may establish a branch in a
Shopping center to be constructed at the intersection of
West Broad Street and West End Boulevard (U. S. Highway 309),
in the Borough of Quakertown, Pennsylvania, under authority
contained in the Board's letter of July 23, 1957.

Very truly yours

(Signed) Kenneth A. Keriyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

ADD a

2'3

Item No. 6
7/21/58

orriciAL caRREsporaotNcE
TO THE BOARD

July 21, 1958

Board of Directors,
Old Kent Bank and Michigan Trust Company,
Grand Rapids, Michigan.

Gentlemen:

Pursuant to your request submitted through
the Federal Reserve Bank of Chicago, the Board of
Governors of the Federal Reserve System extends to
October 27, 1958, the time within which Old Kent
Bank and Michigan Trust Company, may establish a
branch at 700 Bridge Street, N. IN Grand Rapids,
Michigan.

Very truly yours,

(signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Board of Directors,
Bank of Ste. Genevieve,
Ste. Genevieve, Missouri.

Gentlemen:

Item No. 7
7/21/58

ADDRESS arriciAL CORRESPONDENCE

TO TNE BOARD

July 211 1958

Pursuant to your request submitted through the Federal
Reserve Bank of St. Louis, the Board of Governors approves an
investment in bank premises by Bank of Ste. Genevieve, Ste.
Genevieve, Missouri, of an amount not to exceed 4102,000. This
aPproval is subject to the conditions that proceeds from the sale of
Premises presently in use are to he applied in full azainst the
!!1,00k value of fixed asset accounts, and that depreciation will
ue taken at an amount not less than the maximum allowable by the
Internal Revenue Department.

Very truly yours,

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL, RESERVE SYSTEM
WASHINGTON 25. D. C.

AI t hATL REGISTEaED
REgETITTECEIPT HOCilUTED

Aluac Corporation,
13040 Cerise Avenue,
Hawthorne, California.

Gentlemen:

Item No. 8
7/21/58

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

July 21, 1958

On July 11, 1956 your Corporation (then named Logistics
Research, Inc.) submitted a proposal for an ALUAC 800 General
flrPose Electronic Digital Computing System to be installed in the
rederal Reserve Building, Washington, D. C. That proposal, as
amended by your letter of August 17, 1956, was accepted by the
Board in its letter of September 28, 1956.

Failure of your Corporation to deliver the Computing
'ystem gave rise to a legal claim on the part of the Board of Governors
Jur reimbursement to the extent of the damage suffered as a result
°.f that breach of contract, including (1) the Board's actual out-of-
Pocket expenditures, (2) liquidated damages stipulated in the contract
-1.,.0r delay in delivery after June 30, 1957, and (3) damages resulting
trom the complete failure to deliver.

The Board wishes to effect a settlement of this matter
48 promptly as possible. Unless a satisfactory settlement can be
thf!Freeted, it will be necessary for the Board's claim to be placed in
-erle hands of the United States Department of Justice for appropriate
J.ogal action.

Please reply to this letter promptly, either submitting a
134r°Posal for settlement or suggesting a convenient date, prior to

eugust 15, for a discussion of the matter by representatives of yourrporation and representatives of the Board of Governors.

A duplicate of this letter is being addressed to Aiwa°
00 
rPoration at 10 Columbus Circle, New York 19, New York.

Very truly yours,

11;.

Kenneth A. Kenyon,
Assistant Secretary.
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TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

PRESIDENTS, ALL FEDERAL RESERVE BANKS

Item NO. 9
7/21/58

July 18, 1958

view of the changed economic situation shown by recent national

figures combined with military crisis in the Near East, it is

ilVortant that current economic tendencies in your district be

scrutinized with special care. Attention should be paid especially

to inventory restocking tendencies by businesses and precautionary

"'Wing tendencies by consumers. Inquiries that may be directed

to important business contacts on these matters should be most

informal and discreet. An interim report by wire Wednesday

afternoon, July 23, is desired.

(Signed) Kenneth A. Kenyon

Kenyon
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