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Minutes for June 1, 1962

To: Members of the Board

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

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, please initial

below. If you were present at the meeting, your

initials will indicate approval of the minutes. If

you were not present, your initials will indicate

only that you have seen the minutes.

Chin. Martin

Gov. Mills

C-ov. Robertson

Gov. Balderston

Gov. Shepardson

Cov. King

Gov. Mitchell
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Minutes of the Board of Governors of the Federal Reserve

System on Friday, June 1, 1962. The Board met in the Board Room

at 10:00 a.m.

PRESENT: Mr. Martin, Chairman

Mr. Balderston, Vice Chairman

Mr. Mills
Mr. Robertson
Mr. Shepardson
Mr. King 1/

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary

Mr. Young, Adviser to the Board and Director,

Division of International Finance

Mr. Molony, Assistant to the Board

Mr. Fauver, Assistant to the Board

Mr. Noyes, Director, Division of Research

and Statistics

Mr. Solomon, Director, Division of

Examinations
Mr. Holland, Adviser, Division of Research

and Statistics

Mr. Koch, Adviser, Division of Research

and Statistics

Mr. Brill, Associate Adviser, Division of

Research and Statistics

Mr. Furth, Adviser, Division of International

Finance
Mrs. Semia, Technical Assistant, Office of

the Secretary

Mr. Yager, Chief, Government Finance Section,

Division of Research and Statistics

Money market review. Mr. Koch discussed current economic and

banking developments, including developments in the Government securities

market, after which Mr. Brill presented an analysis of the liquidity

of the economy. Both Mr. Koch and Mr. Brill distributed charts illustra-

ting the subjects discussed, and at the conclusion of their remarks

they responded to questions posed by members of the Board.

2.1 Withdrew from meeting at point indicated in minutes.
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Governor King then withdrew from the meeting, as did Messrs.

Holland and Yager.

Report by Mr. Young. Mr. Young reported on the meeting he had

attended in Paris on May 29 and 30, 1962, of Working Party 3 of the

Economic Policy Committee of the Organization for Economic Cooperation

and Development.

Messrs. Noyes, Koch, and Brill then left the meeting, and the

following entered the roan:

Mr. Hackley, General Counsel
Mr. Farrell, Director, Division of Bank Operations

Mr. Johnson, Director, Division of Personnel

Administration
Mr. O'Connell, Assistant General Counsel

Mr. Shay, Assistant General Counsel
Mr. Conkling, Assistant Director, Division of

Bank Operations
Mr. Goodman, Assistant Director, Division of

Examinations
Mr. Leavitt, Assistant Director, Division of

Examinations
Mr. Poundstone, Review Examiner, Division of

Examinations

Discount rates, The establishment without change by the

Federal Reserve Banks of Atlanta, Minneapolis, and San Francisco

on may 31, 1962, of the rates on discounts and advances in their

existing schedules was approved unanimously, with the understanding

that appropriate advice would be sent to those Banks.

Circulated or distributed items. The following items, which

had been circulated or distributed to the Board and copies of which

are attached to these minutes under the respective item numbers indicated,

were approved unanimously:
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Letter to The First National Bank of Post, Post,

Texas, approving its application for fiduciary

powers.

Letter to Morgan Guaranty International Finance

Corporation, New York, New York, consenting to

its participation in the underwriting of additional

common shares of Compania Fundidora de Fierro y

Acero de Monterrey, S. A., a Mexican corporation.

Letter to Counsel for Irving Trust Company, New York,

New York, regarding the order by the Special Master
for production of portions of certain reports of

examination in connection with a civil proceeding.

Letter to Wilshire National Bank of Los Angeles,
Los Angeles, California, granting its request for

permission to maintain reduced reserves.

Letter to the Federal Reserve Bank of Boston approving

the payment of salaries to certain officers at rates

fixed by the Board of Directors.

Item No.

1

2

3

4

5

During discussion of Item No. 31 Mr. O'Connell responded in

some detail to a number of questions regarding the proceeding, bringing

out in his replies that the circumstances of the case were such that

Irving Trust Company, which was in the position of a third party defendant

in the suit, was reported by its Counsel not to object to having pertinent

portions of certain reports of examination of the bank produced under

the restrictions on their use that the Special Master had imposed.

Messrs. Shay, Goodman, and Poundstone then withdrew from the

meeting.

Report on competitive factors (Winn-Shepherdi Michigan).

There had been distributed a draft of report to the Federal Deposit Insur-

ance Corporation on the competitive factors involved in the proposed
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consolidation of Winn State Bank, Winn, Michigan, with Shepherd

State Bank, Shepherd, Michigan. The conclusion of the report stated

that the proposed consolidation would not have any adverse effect on

competition.

After a brief discussion, the report was approved unanimously

for transmission to the Federal Deposit Insurance Corporation.

First Oklahoma Bancorporation (Item No. 6). At the meeting

of the Board on May 15, 1962, Mr. O'Connell reported that an attorney

in Washington, D. C., claiming to represent some 30 banks in Oklahoma

had filed a motion requesting an extension of the time within which

representatives of such banks might seek an opportunity to testify at

the hearing to be held beginning June 5, 1962, with respect to the

application of First Oklahoma Bancorporation, Inc., Oklahoma City,

Oklahoma, to become a bank holding company by acquiring voting shares

of The First National Bank and Trust Company of Oklahoma City and

The Idabel National Bank. On May 16 the same attorney, Mr. Paul D.

Lagomarcino, Jr., filed a motion requesting that, of the banks he

represented, one in Idabel and eight in Oklahoma City be admitted

as parties to the proceeding, and that the remaining banks be permitted

to testify. First Oklahoma Bancorporation filed an objection, con-

tending that none of the protesting banks should be admitted as a party

to the proceeding and that, while the protesting bank in Idabel and

the eight in Oklahoma City might be allowed to testify, they should be

limited to one witness each, with no right of cross-examination. By
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order dated May 292 1962, the Hearing Examiner ruled that the protesting

bank in Idabel and the eight in Oklahoma City were admitted to partici-

pation in the proceedings, but that the extent and terms of such partici-

pation, including a determination as to the number of the protesting

banks' witnesses, would be decided at the time of the hearing. Counsel

for the protesting banks on May 31, 1962, filed with the Board a motion

to extend the date for the hearing and motion for special permission

to appeal the ruling of the Hearing Examiner.

There had been distributed a draft of Board order stating

that the Hearing Examiner's May 29 order was construed by the Board

as a ruling that the extent and terms of participation by the nine

Protesting banks would be decided at the commencement or during the

course of the hearing, in the light of such considerations as might

then appear appropriate; that the Hearing Examiner's order was issued

pursuant to appropriate authority; and that, since the extent and terms

of the petitioners' participation were still to be determined, no

adverse ruling had been issued and the motion for special permission

to appeal the adverse ruling was premature. Therefore, the order

would deny the motions that had been filed, without prejudice to the

petitioners' right to move the Board for special permission to appeal

any adverse ruling that might hereafter be issued by the Hearing

Examiner in regard to the petitioners' status.
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Mr. O'Connell commented on developments in the First Okla-

homa case that had resulted in the Hearing Exandner's order and the

filing of the motions now before the Board. In this connection, he

outlined the differences between the legal rights of parties to a

proceeding and those of participants who were merely allowed to testify.

In his opinion, the position taken by the Hearing Examiner was appro-

priate; moreover, if the Board should issue the proposed order, it

would still be possible for the protesting banks, if not admitted

as parties, to appeal to the Board to overrule any action taken by

the Hearing Examiner.

Mr. O'Connell also stated that if he, as Board Counsel in

this proceeding, were asked by the Hearing Examiner for an expression

as to whether the protesting banks should be admitted as parties, he

would propose to respond that he would have no objection to the admis-

sion of the two banks (one each in Oklahoma City and in Idabel) that

were most obviously competitive with the two banks that would be

subsidiaries of First Oklahoma Bancorporation.

After a discussion, the order was approved unanimously.

A copy is attached as Item No. 6.

Mr. O'Connell then withdrew from the meeting.

Regulation N designation (Item NO. 7). In a memorandum

dated May 311 19621 which had been distributed, Mr. Hackley referred

to approval by the Federal Open Market Committee on May 291 19621 of
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certain arrangements that would involve the establishment of a time

deposit account with the Bank for International Settlements, The

Opening of any such account would appear to be subject to the provisions

of section 214.5(a) of the Board's Regulation NI Relations with Foreign

Banks and Bankers. Under that section, the Board had informed the

Reserve Banks in February 1962 of its consent to the continued main-

tenance of existing accounts by the New York Reserve Bank with three

foreign banks and had authorized the opening and maintenance of accounts

with five other foreign banks. It was regarded as appropriate for the

Board at this time, pursuant to Regulation N, to designate the Bank

for International Settlements as an additional foreign bank with which

an account might be opened and maintained. Attached to Mr. Hackley's

memorandum was a draft of letter so informing the Presidents of the

Federal Reserve Banks.

After a brief discussion, the letter was approved unanimously.

A copy is attached as Item No. 7.

Messrs. Young and Furth then withdrew from the meeting.

Branch application of Wells Fargo Bank. There had been circu-

lated a draft of letter to Wells Fargo Bank, San Francisco, Californ
ia,

approving an extension of time to establish a branch in the Sacramento

Redevelopment Area Shopping Center, Sacramento. During circulation of

the file, Governor Robertson indicated that he had a question regarding

the matter.
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At this meeting Governor Robertson observed that approval

had been given for the establishment of the branch three years ago,

that there had subsequently been two extensions of time, and that

the current request was for a further extension of a year and
 a half.

To him, this indicated that the need for the branch in th
at community

was not very great, and probably not as great as it had been 
considered

to be when the establishment of the branch was approved. He suggested

that the Board take the position that it would extend the time 
only if

temporary banking facilities were established within six 
months at the

location proposed for the branch.

Mr. Leavitt noted that the proposed site was within a 
redevelop-

ment area adjacent to the main business district of Sacramento
, and

Wells Fargo Bank had had difficulty in obtaining an appropriat
e parcel

of land. Its present plans called for construction of a five-story

building, which would take approximately a year and a half to co
mplete.

Another complicating factor was a strike of contractors in the
 area.

Also, it was understood that the Redevelopment Authority re
quired the

erection of permanent buildings in the area, which might 
preclude the

establishment of temporary facilities.

After discussion, it was agreed that the matter woul
d be

held for further consideration pending determination t
hrough the

Federal Reserve Bank of San Francisco as to whether the est
ablishment

of temporary banking quarters would be feasible un
der the rules of

the Redevelopment Authority.
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Appearance by Congressman Reuss. Chairman Martin stated that

Congressman Reuss had expressed a desire to meet with the Board, in

company with certain Milwaukee associates, to present considerations

bearing upon the possible establishment of a Federal Reserve Bank

branch in Milwaukee, Wisconsin. As it appeared that 10:00 a.m. on

Tuesday, June 12, would be the most convenient time for such a meeting,

Chairman Martin had suggested that time to Congressman Reuss.

The members of the Board indicated that such an arrangement

would be satisfactory from their standpoint.

The meeting then adjourned.

Secretary's Notes: Governor Shepardson

today noted on behalf of the Board

memoranda advising that applications

for retirement had been filed by the

following persons on the Board's staff,

effective the dates indicated:

Woodlief Thomas, Adviser to the Board, Board Members' Offices,

effective June 15, 1962.

Lucy I. McColloch, Secretary to Mr. Thomas, Board Members'

Offices, effective July 1, 1962.

Governor Shepardson today approved on

behalf of the Board a letter to Price

Waterhouse & Co., Washington, D. C.,

(attached Item No. 8) regarding the
review to be made by that firm during

1962 of the techniques and procedures

used by the Board's Division of Exami-

nations in examining Federal Reserve

Banks.

Secretary
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Board of Directorsr
The First National Bank
of Post,

Post, Texas.

Gentlemen:

Item No. 1
6/1/62

ADDREBS orriciAL CORRESPONDENCE

TO THE BOARD

June 1, 1962.

The Board of Governors of the Federal Reserve System

has given consideration to your application for fiduciary

powers and grants The First National Bank of Post authority to

act, when not in contravention of State or local law, as trustee,

executor, administrator, registrar of stocks and bonds, guardian

of estates, assignee, receiver, committee of estates of lunatics,

or in any other fiduciary capacity in which State banks, trust

companies, or other corporations which come into competition

with national banks are permitted to act under the laws of the

State of Texas. The exercise of such rights shall be subject to

the provisions of Section 11(k) of the Federal Reserve Act and

Regulation F of the Board of Governors of the Federal Reserve

System.

A formal certificate indicating the fiduciary powers

that your bank is now authorized to exercise will be forwarded

in due course.

Very truly yours,

(Signed) Elizabeth L. Carmichael

• Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No. 2
6/1/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 1, 1962

Morgan Guaranty International Finance Corporation,
23 Wall Street,
New York 8, New York.

Gentlemen:

In accordance with the request and on the basis of the in-
formation furnished in your letter of May 21, 1962, transmitted through
the Federal Reserve Bank of New York, the Board of Governors grants
its consent for Morgan Guaranty International Finance Corporation
("MGIFC") to participate, as a member of an underwriting group headed
by Credit° Bursatil, S. A., a Mexican corporation, and International

Finance Corporation, in the underwriting of additional common shares
of Compania Fundidora de Fierro y Acero de Monterrey S. A. ("CFFAM"),
a Mexican corporation, with a par value of Mexican Pesos 100 per share.
It is understood that MGIFC will agree to purchase up to the Mexican
Peso equivalent of US$250,000 (about Mexican Pesos 3 million) of such
common stock as is not subscribed to by the shareholders. Accordingly,
the Board of Governors grants consent for MGIFC to Purchase and hold
up to approximately 27,500 shares of stock of CFFAM at a cost not to

exceed approximately US$250,000, provided such stock is acquired within
one year from the date of this letter.

The Board's consent is granted upon condition that MGIFC

shall dispose of its holding of stock of CFFAM as promptly as practi-

cable, in the event that CFFAM should at any time (1) engage in

issuing, underwriting, selling or distributing securities in the United

States; (2) engage in the general business of buying or selling goods,

wares, merchandise, or commodities in the United States or transact
any business in the United States except such as is incidental to its

international or foreign business; or (3) conduct its operations in a

manner which, in the judgment of the Board of Governors of the Federal

Reserve System, is inconsistent with Section 25(a) of the Federal Reserve
Act or regulations. thereunder.
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Morgan Guaranty International
Finance Corporation -2-

By your letter of May 22, 1962, you raised the question

Whether the prohibitions contained in section 20 and section 32 of
the Banking Act of 1933 might apply, should your corporation engage
in the underwriting described above, inasmuch as the outstanding shares
of your corporation are owned by Morgan Guaranty Trust Company of New

York, and some of the officers, directors, and employees of the member

bank are also officers, directors, or employees of your corporation.

Even assuming that the amount of underwriting would be such as to cause

your corporation to be "engaged principally" in underwriting for the

Purposes of section 20 or "primarily engaged" in underwriting for the

Purposes of section 321 it is the Board's view that the prohibitions
of neither of these sections would be applicable so long as the entire

underwriting process takes place outside the United States.

Very truly yours,

(signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

.Silas M. R. Giddings, Esq.,
Winthrop, Stimson, Putnam &Roberts,
40 Wall Street,
New York 5, New York.

Re: WIA v. Hughes, et al.

Item No. 3
6/1/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 1, 1962

Dear Mr. Giddings:

This refers to your letter of May 29, 1962, in connection
with the above-captioned action, and to previous correspondence
exchanged in the matter of the Board's instructions with respect to
the production before Special Master J. Lee Rankin of portions of
certain reports of examination of Irving Trust Company prepared by
the Federal Reserve Bank of New York.

You advise that pursuant to the authority contained in the
Board's letter of May 22, 1962, edited copies of reports of examination
of Irving Trust Company, a photostatic set of which you enclosed, were
delivered to the Special Master for in camera examination. You advise
further that you have received a letter dated May 28, 1962, from the
Special Master, a copy of which you have enclosed, wherein the Special
Master states that, having examined in camera the copies of the reports
in question, he has determined such documents, in their edited form, to
be relevant to the issues in the action, and directs Irving, Trust Com-
pany to produce these edited portions under the Rule 34 motjons pending,
In this action.

In ordering production of the documents in question, it is
noted that the Special Master has ruled that production of the reports
constitutes a sufficient contribution to the proper administration of
Justice as to warrant his denial of the Board's claim of privilege.
Accordingly, he has ordered their production with a stamped designa-
tion thereon as to their confidential nature pursuant to the Protective
Relief Order entered by the Special Master under Rule 30(b) on March 21,
1962. You request the Board's instructions relative to compliance with
the Special Master's order.
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Silas N. R. Giddings, Esq.

In view view of the Special Master's order for production by

Irving Trust Company of the reports in question, despite your expressed

Objection to production premised on the Board's claim of confidential-

ity, the Board authorizes you to produce the reports of examination
Of Irving Trust Company in the exact form and content as the enclosures
to your May 29, 1962 letter. In connection with such production, the

Board has noted the provisions of the Special Master's Protective Relief

Order of March 21, 1962, restricting and limiting the circumstances

.under which disclosure of all or any part of the contents of such re-

ports of examination is to be made. In particular, it is noted that

Public disclosure of the contcnts of these reports has been conditioned

Upon an order to this effect by the Special Master or the Court.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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WASHINGTON 25, D. C.

TO THE BOARD

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

Board of Directors,
'Wilshire National Bank of Los Angeles,

Los Angeles, California.

Gentlemen:

Item No. 4
6/1/62

ADDRESS OFFICIAL CORRESPONDENCE

June 1, 1962.

Pursuant to your request submitted through the Federal

Reserve Bank of San Francisco, the Board of Governors, acting

under the provisions of Section 19 of the Federal Reserve Act,

grants permission to the Wilshire National Bank of Los Angeles
to maintain the same reserves against deposits as are required

to be maintained by banks located outside of central reserve

and reserve cities, effective as of the date it opens for

business.

Your attention is called to the fact that such per-

mission is subject to revocation by the Board of Governors.

Very truly yours,

(signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

Item NFEDERAL RESERVE SYSTEM o. 5
Q1*. 6/1/62

31, WASHINGTON 25, D. C.

TO THE BOARD

Mr. George H. Ellis, President,
Federal Reserve Bank of Boston,
Boston 6, Massachusetts.

Dear hr. Ellis:

ADDRESS OFFICIAL CORRESPONDENCE

June 1, 1962.

The Board of Governors approves the payment of salaries
to the following officers of the Federal Reserve Bank of Boston
for the period August 1 through December 31, 1962, at the rates

indicated:

Name

G. Gordon Watts
Jarvis M. Thayer, Jr.
Eugene M. Tangney

Annual

Title Salary

Vice President $16,500

Assistant Vice President 14,000

Assistant Cashier 10,000

The rates approved by the Board are those fixed by your

Board of Directors as reported in your letter of May 15, 1962.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.

2026



UNITED STATES OF AMNRICA

BEFORE THE BOARD OF GOVERNORS OF THE FEDERAL RESELNE SYSTEM

WASHINGTON, D. C.

In the Hatter of the Application of

FIRST OKLAHOMA BANCORPORAT ION, INC.
OKLAHOMA CITY, OKLAHOMA

Pursuant to Section 3 of the Bank Holding
Conpany Let of 1956

DOCKET NO. BHC -64

ORDLR ON NOTION TO EXTEND DATE FOR HEARING
AND ITTION FOR SPECIAL PERMISSION TO APPEAL

ADVERSE RILING OF TIE TRIAL EXAMINER

Item No. 6
6/1/62

Under date of May 31, 1962, counsel for the protesting banks in

the above-captioned proceedings filed with the Board of Governors a Motion

to Extend Date for Hearing and Motion for Special Permission by the Board

of Governors of the Federal Reserve System to Appeal Adverse Ruling of the

Trial Examiner, Appeal from Said Adverse Ruling, and Statement in Support

of Said Appeal. The adverse ruling from which permission to appeal is

sought is an order of May 29, 1962, entered by Hearing Examiner Charles W.

Schneider wherein he admitted to particjpation in thcse proceedings the

Petitioners herein, identified in the May 29 order as the proteoting banks

in Oklahoma City, Oklahoma, and Idabel, Oklahoma. The Hearing Examiner's

May 29 order is construed by the Boare. as a ruling that the extent and terms

of such participation will be decided at the commencement or diming the

course of the hearing, in the light of such considerations that may then

appear appropriate.

The Hearing Examiner's order in respect to participation and

status of the protesting banks was issued pursuant to his authority as

Hearing Examiner selected by the United States Civil Service Commission

and designated by the Hoard to preside at the public hearing in connection

with the above-mentioned application.
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Upon consideration of the entire matter, it appears to the

Board:

1. That the Hearing Examiner has acted within the scope of

his authority in issuinr his order of May 29, 1962;

2u That under the terns of that order the extent and terms

of Petitioners' participation in these proceedings have not yet been

determined, but are a matter to be decided by the Hearing Examiner at the

commencerent or during the course of the public hearing in this matter;

3. That, accordingly, Petitioners' motion for special permission

to appeal the adverse ruling of the Hearing Examiner is premature, no such

adverse ruling having at this time been issued. Accordingly,

1T IS HEREBY ORDERED: that Petitioners' Motion to Extend Date

For Hearing and Motion for Special Permission to Appeal Adverse Ruling

of the Trial Examiner are denied without orejudice to Petitioners' right

to move this Board for special permission to appeal any adverse ruling

of the lIcaring Examiaer that may hereafter be issued in regard to

Petiticherst status. In view of this order, consideration of Petitioners!

appeal from the alleged adverse rulinff is unnecessary.

Dated at Washington, D. C., this 1st day of June, 1962.

By order of the Board of Governors.

Voting for this action: Chairman Martin, and

Governors Balderston, Mills, Robertson, and Shopardson.

Absent and not voting: Governors King and Mitchell.

(Signed) rerritt Sherman

Merritt Sherman,

(SEAL) Secretary.
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Dear Sir:

BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

Item No
6/1/62

s-1833

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 1, 1962.

Pursuant to section 214.5(a) of Regulation NI as
amended, the Board has consented to the opening and main-
tenance by the Federal Reserve Bank of New York of an account
payable in foreign currency with the Bank for International
Settlements, subject to the provisions of 214.5 of that Regu-
lation. The name of the Bank for International Settlements
Should, therefore, as of this date, be added to the list of
eight foreign banks contained in the Boardts letter of
February 15, 1962, S-1823.

Very truly yours,

Secretary.

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Price Waterhouse & Co.,
Suite 702-716,
1710 H Street, N. W.,
Washington 6, D. C.

Attention Mr. Theodore Herz.

Gentlemen:

Item No. 8
6/1/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

June 1, 1962.

This will acknowledge receipt of your letter of May 22,
1962, regarding your proposed review during 1962 of the techniques
and procedures used by the Board's Division of Examinations in
examining the Federal Reserve Banks. The outline in your letter,

including certain modifications in the scope of the review as corn-.
Pared with your services in this area in previous years, is sub-

s!antially in accord with the objectives desired by the Board as

discussed in a meeting with your representatives on May 10. It
might be appropriate to summarize these objectives briefly.

The Board felt that it would be advantageous in many respects
your review this year, which would conclude this series of reviews

RY your company under the Board's policy of rotating the engagement of
independent auditors, could assist in bringing to substantial comple-
tion the change in approach and emphasis that is already under way in
the Board's examinations of the Federal Reserve Banks. It was proposed,

therefore, that your review include certain advisory, educational, or

coaching services by your representatives and also the preparation of
a draft outline of a revised procedure for examining the check collec-
tion function, all for the purpose of expediting and facilitating the
change in examination approach. It was stated also that your views on
the examining staff, as described in the next to last paragraph of your
letter of May 22, would be helpful.

As stated above, it appears from your letter that you have
the foregoing objectives and purposes in mind. However, for clarifica-
tion it might be useful to mention one or two other points even though

they may be implicit in your understanding of the proposed engagement.
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Price Waterhouse & Co. - 2 -

It is believed that the greatest value could be derived from
the advisory or instructional services if maximum use were made of

knowledge and experience gained by your company in its previous reviews
for the Board, and it would seem advantageous therefore if you mad
find it practicable for such services to be supplied in the main by

one, or perhaps two, of your suitably qualified people who have par-

ticipated in previous reviews of these particular examinations.

Notwithstanding the modifications in the scope of your serv-

ices, it would appear that a single report upon the conclusion of your
work would suffice, and this report could include your views on the

numbered items in the next to last paragraph of your letter. Thera
would not seem to be a need for interim reports unless in your judgment
the matter at hand was of such importance as to warrant its being brought

Promptly to the attention of the Board.

In view of the limited nature of the proposed advisory serv-

ices and their close relationship to those involved in previous reviews

You have made, and also havirig in mind economies that might result from

experience so gained, it is assumed that the total cost to the Board of
both the review and advisory services would be within the range of the
cost of previous reviews.

If you concur in this delineation of the nature and scope of
the assignment, the Board would be pleased to have your company under-
take the engagement and understands that your field visits with the

examiners will commence immediately after July 1.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.


