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Minutes of the Board of Governors of the Federal Reserve System

O n Wednesday, October 31, 1962. The Board met in the Board Room at 10:00 a.m.

Revenue

PRESENT: Mr.
Mr.
Mr.
Mr.
Mr.
Mr.
Mr.

Martin, Chairman

Balderston, Vice Chairman

Mills
Robertson
Shepardson
King
Mitchell

Sherman, Secretary

Kenyon, Assistant Secretary

Young, Adviser to the Board and Director,
Division of International Finance

Molony, Assistant to the Board

Cardon, Legislative Counsel

Fauver, Assistant to the Board
Hackley, General Counsel

Noyes, Director, Division of Research
and Statistics

Mr. Farrell, Director,

Operations

Mr. Solomon, Director,

Mr. Johnson, Director,
Administration
Hexter, Assistant General Counsel
Benner, Assistant Director, Division of
Examinations
Leavitt, Assistant Director, Division of
Examinations

Mrs. Semia, Technical Assistant, Office of
the Secretary

Mr. Pickering, Economist, Division of Research
and Statistics

Mr.
Mr.
Mr.

Mr.
Mr.
Mr.
Mr.
Mr.

Mr.
Mr.

Mr.

Division of Bank

Division of Examinations
Division of Personnel

The following representatives of the Committee for Study of

Bond Financing also were present:

Robert H. Craft (Paribas Corporation)

Walter Steel (Drexel & Co.)

George Ragsdale (Lehman Bros.)

Gordon Calvert (Investment Bankers Association of America)

Bertrand Fox (Harvard School of Business Administration)

W. Graham Claytor (Covington & Burling)
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Revenue bond financing. The Committee for Study of Revenue

Bond Financing had requested that its representatives be afforded an

°PPortunity to appear before the Board because the question of legislation

that would Permit the underwriting of revenue bonds by commercial banks

was again becoming active.

At Chairman Martin's invitation, the presentation of views by

the delegation was begun by Mr. Craft, who prefaced his remarks with

a resume of the reasons for formation of the Committee and the studies

it had made. Mr. Craft pointed out that the Banking Act of 1933 pro-

hibited banks from engaging in the general securities business, but

by a specific exemption permitted them to underwrite general obligations,

Which were supported by the full faith and credit of the borrowing

entity and hence supported by the full taxing authority. In the spring

Of 1954 it became known that certain commercial banks proposed to seek

legislation to permit banks to extend their underwriting activities to

include revenue bonds, which rely for payment of principal and interest

4Pon the revenues from a specific project. In view of those proposals,

there was organized an informal group of investment bankers engaged in

the revenue bond business, which was later expanded into the current

C°111mittee for Study of Revenue Bond Financing. The purpose of the

ftmittee was to collect and evaluate material on revenue bond financing

end to examine the economics of the municipal bond business. Several

raembers of the Committee had presented views to the Board in March 1955.

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



10/31/62 -3-

This second opportunity to appear before the Board had been sought

because, although legislative proposals to permit banks to underwrite

revenue bonds had been introduced several times in the intervening years

but not enacted, the Comptroller of the Currency's Advisory Committee

on Banking had made a specific and rather strong recommendation. Moreover,

it appeared probable that the question might be considered by the

President's Committee on Financial Institutions, the report of which was

scheduled to be submitted in the near future. The position of the

Committee for Study of Revenue Bond Financing, based on its studies,

was comprehensively set forth in a booklet entitled "The Case Against

Commercial Bank Underwriting of Revenue Bonds," copies of which had been

distributed to the members of the Board a few days before this meeting.

Mr. Craft then presented a prepared statement summarizing the

'views of the Committee, after which supplementary statements were presented

bY Messrs. Steel, Fox,and Ragsdale. Copies of these statements have

been placed in the Board's files. Mr. Calvert presented no statement, but

eftmented that the Investment Bankers Association of America was opposed

to the proposal that commercial banks be permitted to underwrite revenue

bonds.

There ensued a discussion during which the Committee representatives

asked a number of questions by members of the Board, beginning with

Ccrvernor Robertson, who said he assumed the Committee opposed the under-

l'iting of revenue bonds by commercial banks because it saw some public
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danger in the practice. Responses indicated that in the Committee's

view the benefits that proponents of the proposal claimed would be

achieved, namely, lower costs to the issuing authority and dilution

of monopoly, would not be achieved. In the Committee's opinion, there

was typically so little spread between the price at which an issue was

Purchased and the price at which it was offered to the public that there

was little likelihood of its being reduced through the entrance into

the underwriting field of commercial banks, which were not equipped,

like investment bankers, with sales organizations and specialist knowledge

for handling such issues. As the Committee saw it, there was no monopoly

by 
investment bankers that needed dilution; in fact, it was believed

that commercial bank participation would have the long-run effect of

lessening competition in the field of revenue bond financing. More

immediately pertinent to Governor Robertson's question was the pos-

sibility of conflicts of interest. Banks would be tempted to sell bonds

to their trust funds and to their correspondents, and any bonds that

could not be readily marketed would go into the underwriting bank's own

11°rtf01i0, where they might remain for extended periods.

Governor Robertson asked if the Committee felt that the provision

1 law permitting banks to underwrite general obligations should be repealed.

Committee representatives replied that most of the policy arguments against

44derwriting of revenue bonds by banks applied to a degree to the under-

Writing 
of general obligations. In their view, however, if the area of
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underwriting activities was broadened, the potential abuses and conflicts

of interest would become sharper. They considered that it was a mistake

to allow banks to underwrite general obligations in the first place;

that the main reason they were so allowed was that at the time of the

1933 legislation investment groups had not developed sufficiently to

handle the task. That situation had now changed.

Governor Robertson remarked that many municipal finance officers

Were supporting the proposal for commercial bank underwriting of revenue

bonds on the ground that the cost to the local authority would be reduced.

The Committee representatives agreed that, because of the intricate

nature of public financing, it had been difficult to persuade municipal

authorities that the cost advantages that would seem offhand to attach

to an extension of the revenue bond underwriting field to include

commercial banks were illusory. Comment was made that the Municipal

141inance Officers Association had not taken a position on the proposal.

Governor Shepardson alluded to a comment that had been made to

the effect that in the nineteen twenties and early thirties when commercial

banks had active securities affiliates, they came to dominate the field

and many investment dealers went out of business. He asked what factors

had operated to drive the dealers out of competition; had the banks taken

undue risks? In reply the Committee indicated that the banks had been

IletY aggressive in that period. Their securities affiliates had tended

to use the banks' contacts with corporate depositors to attract underwriting
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business. A corporation would choose to place its business with its

bank's securities affiliate rather than with a securities dealer, not

because a saving in cost was involved but merely because it was a

customer of the bank.

Governor Mitchell commented that commercial banks were in the

investment business today, and were unlikely to be dislodged from it.

This was a natural consequence of the increasing importance of the role

of banks as the depositories of large blocks of savings. He noted that

Committee representatives had voiced the opinion that competition from

commercial banks in the underwriting field would involve unfair competition,

but this point was not apparent to him. It would not be reasonable, he

thought, to say that a bank should be precluded from integrating its

Operations, any more than to say that United States Steel should not own

its mines or coal pits. In a free enterprise system, he failed to see

Why commercial banks should be precluded from the underwriting business,

even if some of the securities generated served the banks' own purposes.

Such activities should, of course, be so regulated as to insure fair

competition. After noting that the statistics presented by the Committee

had been based on issues of $5 million or more, he remarked that he had

heard the point made that small communities, the issues of which might

fail
t principally under the $5 million mark, had better access to local

banks than to investment dealers. A local bank, being unable to underwrite

a revenue bond, would probably recommend that a proposed issue take the
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form of a general obligation, which it could underwrite, even though

that was less advantageous to the community. To Governor Mitchell,

the virtue of revenue bonds was that whoever priced them must appraise

the project concerned in terms of its cost and general use. He believed

that such use of business judgment in planning community facilities should

be encouraged, which would seem to point to the desirability of upgrading

revenue bonds rather than treating them as inferior securities.

There ensued a discussion bearing on the structure and significance

of the statistics presented by the Committee representatives. The comment

was made, among others, that when banks bid for a local issue they were

in many cases acting as agents for investment dealers.

Secretary's Note: On November 5, 1962, Mr.
Craft addressed a letter to the Board in
which he supplemented the responses made
at this meeting to Governor Mitchell's
inquiries. The letter has been placed in
the Board's files.

Governor Balderston expressed concern as to the possibility of

c •°nflacts of interest if banks were to underwrite revenue bonds. Also,

he had not found much discussion in the Committee's pamphlet or in the

comments made at this meeting concerning the thinness of the market for

I.evenue bonds. If banks found it difficult to market revenue bonds, took

them into their own portfolios, and then had to divest them under adverse

market conditions, the problem contained an element of soundness of the

banking system that was of importance to supervisory authorities.
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After further discussion, Chairman Martin thanked the Committee

representatives for their presentation, whereupon they withdrew, as did

Messrs. Cardon and Pickering, and the following entered the room:

Mr. Hooff, Assistant General Counsel

Mr. Furth, Adviser, Division of International Finance
Mr. Goodman, Assistant Director, Division of Examinations
Mr. Thompson, Assistant Director, Division of Examinations
Mr. Lyon, Review Examiner, Division of Examinations
Mr. Poundstone, Review Examiner, Division of Examinations

Applications of Edge Act financing corporations (Items 1, 2, 

There had been distributed two memoranda dated October 12,

1962, from the Division of Examinations regarding applications of (1)

l'irst Pennsylvania Overseas Finance Corporation, and (2) Philadelphia

International Investment Corporation, both of Philadelphia, Pennsylvania,

for permission to purchase shares of Discount Bank Investment Corporation

Ltd. Tel Aviv, Israel. The Review Examiner (Mr. Poundstone) recommended

aPProval, but the Assistant Director of the Division (Mr. Goodman)

recommended that the requested consent not be granted, his reasons turning

basically upon the fact that the holdings of Discount Bank Investment

Corporation included shares of Mercantile Bank of Israel Limited, the

stock of which was almost completely owned, directly or indirectly, by

Israel Discount Bank Limited. Attached to the memoranda were alternative

4raft letters. The first would grant the requested consent. The other

ould point out that Regulation K states that the Board ordinarily will

11°t grant consent for a financing corporation to purchase and hold stock
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in a corporation engaged in banking; that there was therefore a question

as to the appropriateness of permitting an Edge financing corporation

to acquire stock in a foreign company which in turn owned stock in a

commercial bank; and that in the circumstances the Board would be

reluctant to grant the requested consent. However, should there be

additional facts or views not heretofore submitted that might warrant

a different conclusion, the Board would be glad to have such additional

information submitted.

There had also been distributed a memorandum dated October 30,

1962, from the Legal Division commenting on the two requests. The

memorandum concluded by stating the belief that as a legal matter the

Board would be warranted in adopting either of the alternative replies.

The policy stated in Regulation K might well be regarded as sufficient

to require that the financing corporations establish that they would not,

in effect, be "engaged in banking" if the stock acquisitions in question

were to be consummated.

There had also been distributed a memorandum dated October 30,

1962) from the Division of Examinations, reporting that in a letter

dated October 25, 1962, Continental International Finance Corporation,

Chicago, Illinois, had requested that, in connection with the Board's

e°nsideration of the request of Philadelphia International Investment

Corporation to purchase shares of Discount Bank Investment Corporation,

the Board consider at the same time a proposed investment by Continental
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in such shares. The letter in which Continental made its request was

distributed without detailed discussion and recommendations, on the

assumption that whatever action the Board took on the first two requests

it would also wish to take on the third.

During discussion Governor Mills commented that he had misgivings

as to granting consent to the proposed investments. Discount Bank

lavestment Corporation owned shares of a commercial bank and was in turn

owned substantially by Israel Discount Bank Limited, the country's largest

bank. Further, all of these institutions were associated with the Discount

Bank Group, the operations of which were world-wide in scope. Thus,

the proposed investments of the three Edge financing corporations would

inject them into a pattern of operations that went beyond the development

of the State of Israel. These factors raised doubt in his mind as to

Whether the proposed investments were appropriate for Edge financing

corporations, and he felt that the investments, if approved, might create

a precedent that would involve difficulties for the Board in the future.

Mr. Goodman referred to the work that was being done in connection

with the current review of Regulation K, Corporations Doing Foreign Banking

Or Other Foreign Financing under the Federal 
Reserve Act, to develop

criteria for investments by Edge financing 
corporations. As to the

Proposed investments in Discount Bank Investment Corporation, it had given

him concern that the stock of the corporation was listed on what was

Presumably a fairly sizable national securities exchange, and there
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were indications that a stock offering had been very successful. Thus,

it did not appear that funds could not be available to it from channels

Other than investments by Edge financing corporations. The broader

Problem related to the appropriate scope of investments for Edge Act

financing corporations, which seemed to represent a rather important

Policy question for the Board.

After further discussion the Board approved unanimously the

second alternative form of letter, expressing the Board's reluctance

to grant its consent to the proposed investments. Copies of the letters

sent to the three Edge corporations are attached as Items 1, 2, and 3,

Messrs. Young, Noyes, Furth, Goodman, and Poundstone then

Withdrew.

Re ort on com etitive factors New York-Huntin ton New York

At its meeting on October 30, 1962, the Board discussed a draft report

to the Comptroller of the Currency on the competitive factors involved

in the proposed merger of Bank of Huntington, Huntington, New York,

into The Meadow Brook National Bank, New York, New York. The tenor of

the discussion having indicated that members of the Board desired rather

substantial revisions in the conclusion of the report, there had now been

distributed a memorandum dated October 30, 1962, from the Division of Exam-

inations submitting a revised conclusion for the Board's consideration.

After a discussion during which a further change in the wording

of the conclusion was suggested and agreed upon, the report was approved 
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unanimously for transmittal to the Comptroller. The conclusion in the

report, as approved, read as follows:

The merger of The Meadow Brook National Bank and Bank of

Huntington would eliminate as a corporate entity the Bank of

Huntington which is a well-managed local bank providing a moderate

amount of competition for The Meadow Brook National Bank. Consum-

mation of the merger would also increase the concentration of

banking resources held by two large banks which now exercise

control of a substantial portion of banking resources originating

in Nassau and Suffolk Counties.

Distributed items. The following items, copies of which are

attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Letter to St. Joe Paper Company, Jacksonville,

Florida, regarding its status as a holding

company affiliate.

Letter to Bosch Brewing Company and Bosch
Development Company, Houghton, Michigan,

regarding their status as holding company

affiliates.

Item No. 

4

5

Mr. Hooff then withdrew and Messrs. O'Connell, Assistant

General Counsel, and Bakke, Senior Attorney, Legal Division, joined

the meeting.

Application of First Oklahoma Bancorporation. There had been

distributed a memorandum dated September 28, 1962, from the Division

of Examinations in connection with the applicat
ion of First Oklahoma

Ilencorporation, Inc., Oklahoma City, Oklahoma, for approval of action

to become a bank holding company through the acquisition of shares of
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The First National Bank and Trust Company of Oklahoma City, Oklahoma

City, Oklahoma, and The Idabel National Bank, Idabel, Oklahoma. The

memorandum presented the history of the application and an extensive

analysis of the circumstances of the case relating to the factors specified

to be considered by the Bank Holding Company Act.

By the Board's order of April 12, 1962, a public hearing was

held in Oklahoma City on June 5-8, 1962, regarding the application.

The hearing was not required by statute, but was ordered by the Board

in its discretion pursuant to the provisions of Regulation Y, Bank

Holding Companies. The Hearing Examiner, the Board's Division of

Examinations, and the Federal Reserve Banks of Kansas City and Dallas

recommended approval. The Comptroller of the Currency made no recommendation

in a letter dated February 28, 1962, but recommended approval in a letter

dated June 5, 1962.

On October 15, 1962, the Board heard oral argument by counsel

for the applicant and counsel for certain protesting banks. In a

distributed memorandum dated October 25, 1962, the Division of Examinations

discussed the principal features of the oral argument and expressed the

Vi ew that no new or additional data had been presented that would

materially affect the factual data 
presented in the Division's memorandum

of September 28, 1962.

There had also been distributed a memorandum dated October 29,

1962, in which the Legal Division, after stating its concurrence in the
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views and judgment expressed in the Division of Examinations' supplemental

memorandum, also stated its opinion that the Division of Examinations'

recommendation of approval of the application was reasonable in the light

of the record before the Board. The Legal Division believed that such

a decision by the Board could be sustained on judicial review.

The Legal Division's memorandum pointed out that a favorable

ruling by the Board would probably lead to a petition for judicial

review. That consideration took on added significance when it was noted

that, according to all indications, legislation would be introduced

early in the next session of the State legislature, to be convened in

January 1963, to prohibit bank holding companies from doing business

in Oklahoma. The memorandum then set out two principal grounds that

Probably would be made the basis of a petition for judicial review if

the Board approved the application, and explored circumstances relating

to each of them. In conclusion, the Legal Division reiterated its

*view that a decision by the Board to approve the application would be

reasonable and could be sustained upon judicial review. However, it

14as pointed out that the facts of the case were by no means susceptible

°f only one conclusion. If the Board chose to deny the application, the

Legal Division was of the opinion that such action also could be sustained

ell judicial review;

At the Board's request, Mr. Thompson summarized the facts

involved in the application and the views of the Division of Examinations,
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his remarks being based primarily on the memoranda that had been

distributed. There ensued a discussion during which the staff responded

tO various questions raised by members of the Board regarding particular

aspects of the case.

The members of the Board then stated their views, beginning with

Governor Mills, who said he would concur in the recommendation for approval

Of the application. In effect, approval would do no more than change the

legal form of the operating arrangements that already existed between the

banks involved in the proposal. It had been emphasized in the hearing and

oral argument that Oklahoma has fairly widespread chain banking organizations

vith intricate financial relationships among different groups of banks which

in effect were scarcely distinguishable from the results obtainable under

a bank holding company form of financial organization. The organizers of

the 
proposed holding company believed that this form of organization would

advance the interests of the banks involved and would serve the public

interest, and Governor Mills believed that their reasoning was supported

by 
sufficient evidence to warrant approval of the proposal. His view was

strengthened by the fact that the burden of opposition arose from banks that

"II in the proposal a danger to correspondent and deposit relationships that

were vital to their accustomed methods of 
operation, all of which he did not

c°nsider to be a relevant objection to the 
legal propriety of the application.

Governor Robertson stated that on its face this case might seem

elatively easy to decide, if the Board applied the ordinary rule that

People should be allowed to do as they pleased in the absence of adverse

'Ict(3rs, since it involved only two banks with a great distance and no
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competition between them. However, in his view, if the Board took that

course it would be haunted by future complications. This apparently

innocuous transaction, which as he saw it was designed principally to

accomplish a tax benefit rather than to improve the public service of

the institutions to any extent, would, if approved, trigger an entirely

new type of banking structure in Oklahoma. There were now in the State

a few large banks and many smaller ones, with the correspondent banking

business divided mostly among the four largest banks. The three large

banks not involved in the present application had already indicated that

if the application was approved they too would seek to establish bank

holding companies, and Governor Robertson did not see how the Board

could deny such applications. At some point in the formation and

expansion of bank holding companies it was necessary for the Board to

Place a limit. Perhaps it would be sufficient to call a halt when

each holding company system had 20 or 25 banks, but in Governor Robertson's

view the better course would be to call it right now and say that the

Board would not approve this application in the absence of real evidence

of benefit to the public interest. Since it seemed probable that the

Oklahoma legislature would take action at its next session to determine

What type of banking system it would allow, Governor Robertson thought

the Board should not approve a proposal that, in his view, had no merit

except a tax benefit to one of the proponents. In concluding his remarks,

he read portions of the U.S. Supreme Court decision in the Brown Shoe Co.

case (1962) that he considered pertinent.
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Governor Shepardson remarked that it seemed to him that in the

longer run the trend in banking would be toward further consolidation,

Whether through branches or holding companies or some other route, of

many of the country banks in States like Oklahoma. The same sort of

trend was going on to develop many small, unprofitable family farms

into effective units through consolidation. He was inclined to feel

that a consolidation trend in banking was desirable in areas such as

Oklahoma. However, he was bothered by the fact that, as he saw it,

during the hearing and the oral argument the applicants had weakened

the case made in the application proper. Witnesses had said, in effect,

that operations proposed to be conducted within the holding company

organization could be done just as well under the present setup.

Governor Shepardson indicated that he was somewhat inclined

toward approval of the application on the basis that the formation of

the holding company was part of a long-run trend in Oklahoma. He did

not

The

see that the competitive situation would be changed significantly.

protesting banks had claimed that competition among the large banks

in Oklahoma, now implemented through correspondent relationships, would

be eliminated. Yet, if those banks were in holding company groups,

there would still be competition among them, though of a different form.

As he had indicated, however, to him the record of the case was weak

from an affirmative standpoint. He had tried to judge what would be the

better procedure--to approve the application on the theory of the
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long-run trend, or to deny it with the thought of waiting for a stronger

application in the future to allow the trend to get under way. Balancing

all considerations, he leaned to the side of denial, but this was not

a firm position.

Governor King commented that he could see no evidence that the

Proposed holding company would necessarily serve any area better; it

might, but in his view there was just as much likelihood that present

facilities would do just as well. The proposed change was mostly a

matter of legal form. To him, an important point was that the transaction

would involve the inclusion of a small bank far outside the metropolitan

area of the larger bank. If First Oklahoma Bancorporation proposed to

acquire stock of a small bank in Oklahoma City, as well as stock of

First National of Oklahoma City, he would not find the proposal so

unacceptable. However, Idabel was in the southeast corner of the State,

at a great distance from Oklahoma City. He believed that the Board

would find it difficult to deny other holding company applications

in Oklahoma if First Oklahoma's holdings were scattered over the State.

In his view, a change in the structure of banking in Oklahoma was to

be expected, but it would be preferable to allow the people of the State

to decide through their legislature what, if any, change they wanted.

If the current proposal held promise of additional services or improvements

that could not be provided under present circumstances, he might feel

more favorably disposed toward the proposal. However, with no showing
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of improvement in the status quo, he believed it would be undesirable

to foster the beginning of a change in the banking structure of Oklahoma

or to throw the formation of a bank holding company into the situation

as an irritant. He thought a more constructive approach might be taken

by the State without that irritant.

Governor Mitchell stated that he did not believe this was a

very important case in the sense of trying to see what substantial

benefits it would accomplish. His general philosophy was that the

Board's posture in holding company cases should not be one of trying

to find some overriding benefit to the public interest, but to see if

there would be injury to the public interest. People did not undertake

Projects such as the formation of a bank holding company unless they

thought they were going to profit by doing so. If the organizers of

the proposed company believed they could make money through it, he

was not fearful of letting them take that step. Nor was he fearful

that succeeding steps could not be halted if the public interest appeared

to be jeopardized. The present application probably foreshadowed a

holding company system in Oklahoma; yet there were large holding company

8Yatems in States like Wisconsin and Minnesota, and the roof had not

fallen in. Every time someone argued about unfair competition, Governor

14itchel1 said, he was suspicious, and that was what the protesting banks

Were doing, He did not believe in predatory or ruthless competition, but

that was not present in the case. He would favor approval of the application.
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Governor Balderston observed that, although Oklahoma law does

not allow banks to have branches, thus preventing the development of

branch systems, the State had thus far not seen fit to prohibit holding

companies, though of course it had not gone as far as actually blessing

them, as had Virginia. On balance, he believed that the proposal of

First Oklahoma Bancorporation might be approved.

Chairman Martin agreed with Governor Shepardson that this was

not an easy case;. it had worried him from a number of angles. He would

like to persuade himself that the Board should deny the application, but

could not do so. He thought that Governor Mitchell had analyzed the

situation succinctly in saying that although the case might foreshadow

the future of Oklahoma banking, unless the Board saw positive harm

resulting from approval of the application it ought not view the public

interest as such that the status quo could be preserved by anyone who

wanted to protest. It might be that the real motive behind the application

was to create a tax haven; it appeared that both the proponents and

°PPonents of the proposal were thinking in terms of personal advantage

and profit rather than the public interest per se. To summarize, he

did not see grounds on which the Board could reasonably deny the application.

After a careful weighing of all factors, he came out on the side of approval,

although not with enthusiasm.

It appearing that a majority of the Board would favor approval

f the application, there ensued a discussion of factors that might enter
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into the preparation of a Board statement, following which Governor

Shepardson reiterated that he had found this a difficult case. As he

had indicated, he held no strong view one way or the other and was open

to argument. Some of the comments made during the succeeding discussion

had helped him to crystallize his thinking, such as the views expressed

by Governor Mitchell about the desirability of allowing a reasonable freedom

of action to private enterprise. In light of all considerations, therefore,

he was prepared to join the position of the majority of the Board in favor

of approval of the application.

Thereupon, the application of First Oklahoma Bancorporation was

Governors Robertson and King dissenting. It was understood

that the Legal Division would draft an order and statement reflecting

that decision for the Board's consideration and that statements reflecting

the dissents by Governors Robertson and King also would be prepared.

The meeting then recessed and reconvened in the Board Room at

2115 p.m. at which time all of the members of the Board were present,

along with Messrs. Sherman, Kenyon, Farrell, and Johnson of the Board's

staff.

Electronic e ui  ment at Philadelphia (Item No. 6). At its

meeting on October 24, 1962, the Board had given consideration to a

Proposal of the Federal Reserve Bank of Philadelphia relating to the

Putchase of electronic check handling and general data processing

equipment. This proposal envisaged the availability of two computers
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for the processing of research and operating data, it being indicated

that the Bank had in mind that this would enable it to restrict the use

of the computers to daytime hours'. Question was raised, however, as to

Whether the Bank should not follow the more general practice of operating

on a second-shift basis. Accordingly, it was understood that an exploratory

meeting would be held with President Bopp and other representatives of

the Reserve Bank.

Mr. Farrell stated that such a meeting had now been held, the

Bank being represented by Vice Presidents Hilkert, Eastburn, and Barrie

in addition to President Bopp. The Reserve Bank's representatives suggested

that their situation was somewhat different than might be found elsewhere.

Various people in the Bank were said to have a hand in planning the work

to be performed by computer, and it was contended that it would be somewhat

restrictive if they were required to operate through a designated computer

representative.

Mr. Farrell said he did not feel that it would be easy to convince

the Reserve Bank that it should change its procedures. In the circumstances,

he agreed with the conclusion of Governor Mitchell that the Board had

Pressed its point about as far as seemed reasonable. Accordingly, there

had been distributed to the members of the Board a draft of telegram to

President Bopp indicating that the Board would interpose no objection to

the proposed purchase of electronic equipment. The telegram would express

the hope, however, that every effort would be made to assure the economic
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feasibility, as well as the convenience, of the arrangement proposed

by the Bank.

After a discussion, during which it was noted that there was

an element of judgment involved in a matter of this kind, the proposed

telegram was approved unanimously. A copy is attached as Item No. 6.

Mr. Farrell then withdrew from the meeting.

Reserve Bank officer salaries (Items 7-10). There had been

distributed copies of a memorandum dated October 31, 1962, from

Governor Mitchell, Chairman of the Board's Committee on Organization,

Compensation, and Building Plans, in which he reported that the Committee

had completed a series of conferences with Reserve Bank Presidents

relative to 1963 salaries for Reserve Bank officers. Two Banks (Kansas

City and Chicago) apparently were not going to ask for conferences as

they did not anticipate any particular difficulty in conforming to the

guidelines laid down in the Board's letter of October 5, 1962. A large

majority of the Presidents were reported to have endorsed the philosophy

behind the guidelines and to have offered no objection to putting them

into effect other than to call attention to some of the transitional

Problems. One fairly common problem had 
to do with the salaries of

General Auditors and Assistant General 
Auditors. Since the Board had

made rather positive suggestions for upgrading these jobs and in most,

if not all, instances the boards of directors had recommended salary

changes for these positions, some Presiden
ts felt that those changes
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should not be included in the 40 per cent limitation (contained in the

Board's guidelines) on the percentage of officers at a Reserve Bank who

might receive salary increases in any given year.

Governor Mitchell's memorandum also indicated that the Board's

Committee felt that for this year only, some slight easing of the original

40 per cent guideline was justified. The Committee therefore recommended

that the 40 per cent limit be raised to 45 per cent and that, in addition

to the exclusion of promotions, the positions of General Auditor and

Assistant General Auditor be omitted from the calculation. In other

words, these positions would not be included in the total number of officers

for the purpose of the calculation or in 
the total number of merit increases

granted. This recommendation was proposed only as a transition measure;

the Committee felt that next year the original 40 per cent guideline

should be restored.

The memorandum indicated that the maximum salaries stated in

the Board's October 5 letter for officers in Salary Group A at the

respective Banks were favorably received by all Banks except one. However,

the minima of the new salary group 
ranges suggested by the Board's letter

created a problem of numerous below-range in
cumbents at several Banks.

It was understood that in some cases the 
Reserve Banks planned to deal

With this situation by reducing the min
ima and that in others they planned

to work gradually toward the suggested minima. The Board's Committee

had interposed no objection to either procedure.
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The memorandum noted that President Hayes of the New York Bank

had raised objections with respect to the range for the First Vice

President of that Bank and also with respect to the maximum for Salary

Group A at that Bank. He felt that in each case the maximum should be

higher. To the Board's Committee, his views seemed to have merit.

However, there was the fact that the First Vice President had recently

received a substantial increase. Also, there seemed no apparent immediate

need for providing a higher maximum for Group A. The Committee recommended,

therefore, that action on those proposals be deferred to next year.

In comments supplementing his memorandum, Governor Mitchell discussed

the reasons for the Committee's recommendation that the 40 per cent limitation

be increased to 45 per cent forthis year only (salary proposals for 1963),

and that the positions of General Auditor and Assistant General Auditor

be placed outside the scope of the limitation. He also reviewed the

Points made by President Hayes in support of his view that the maximum

of the salary range for the position of First Vice President and for

Group A officers should be increased. ' On the matter of below-range

incumbents, Governor Mitchell indicated that this problem appeared acute

only at the Atlanta Reserve Bank. In summary, it was his judgment that

no severe problem appeared to exist in any 
respect other than at the New

York and Atlanta Banks.

As to the Atlanta Bank, Governor Mitchell noted President Bryan

had been accompanied by Class B Director McGregor Smith to the meeting

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



I (It

10/31/62 -26-

with the Board's Committee. It appeared to the Committee that there

might be some structural problems at the Bank that needed to be remedied,

and the Committee proposed to ask the Division of Personnel Administration

to undertake a study of the problem, including a comparison of the

'structure at the Atlanta Bank with other Banks such as St. Louis and

Dallas.

The discussion of the Board then turned principally to the situation

at the New York Bank, and Governor Balderston pointed out that the salary

of the First Vice President was currently at the maximum of the range

prescribed for that position in the Board's letter to the Reserve Bank

Chairmen of October 5, 1962. Having given further consideration to the

matter, it was now his view that the maximum of the range for the First

Vice President at New York might well be $45,000 rather than $40,000,

With the maximum for Salary Group A increased from $35,000 to $37,500.

He noted the size of operations of the New York Bank and suggested that

the First Vice President possibly had a more difficult job in certain

respects than the Presidents of some of the other Reserve Banks. The

recurring absences of the President of the New York Bank on official travel

abroad also were noted, as well as the fact that the First Vice President

of the New York Bank serves as an alternate member of the Federal Open

Market Committee.

After some discussion of the range provided for the position of

First Vice President at New York in relation to the ranges provided for
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the Presidents at other Reserve Banks, and of the salaries currently

being paid to the incumbents of those positions, Governor Balderston

stated that he would be inclined to set the maximum of the range for

the First Vice President at New York as high as the maximum of the range

for the Presidents of the other Reserve Banks except Chicago and

San Francisco. If there was to be a change in the maximum for the First

Vice President, the question was whether the Board would want to put

this off for a year or take the step immediately. It appeared to him

that there might be some advantage in making any adjustments in the

Board's recently-established plan immediately, rather than to make changes

after the plan had been in operation for a year.

In discussion of this point, Governor Robertson pointed out that

that Board had established its pattern and advised the Reserve Banks less

than a month ago. Presumably the Board had considered the problem

sufficiently and had arrived at a decision. He was therefore inclined to

question the desirability of making changes in respect to the New York

sank so quickly. Chairman Martin observed, however, that while the Board

had considered the problem, it was a problem of such nature that the Board

l'aa required to feel its way along, with the result that modifications

might be found desirable. Governor Robertson subsequently indicated

that he would support the Board's Committee fully so long as it followed

What it considered to be sound principles and did not attempt to bargain.

The Chairman then turned to Mr. Johnson and asked whether he would
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see any great difficulty in the proposed changes at New York. Mr. Johnson's

reply was in terms that although he did not see any great problem he was

inclined to doubt whether there was as much distinction as sometimes

suggested in the duties of Vice Presidents, for example, of the New York

Bank as compared with Vice Presidents of other Reserve Banks.

Chairman Martin indicated that he was inclined to agree with

Mr. Johnson insofar as a comparison was inferred between salaries paid

in the New York area generally, as compared with those paid for similar

positions elsewhere. He agreed with Governor Robertson that the Board

should not do anything in the way of buying good will. However, there

was a question of judgment as to whether the New York Bank might not be

entitled to a somewhat wider range of discretion.

Governor Shepardson said that this comment reflected his view.

He would not do anything as a means of placating or easing pressure.

However, the Board's Committee seemed to feel that a rather persuasive

case had been made. If the Committee was going to recommend next year

that the Board change the maximum of the ranges for the First Vice

President and for Group A officers at New York, there would appear to

be some advantage in trying to wrap the matter up at the present time.

After further discussion, during which Governor King expressed

the view that adjustments in the salary of the First Vice President at

the New York Bank should be made according to the same rules as were

applicable to increases in the salaries of First Vice Presidents at other
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Banks, a consensus developed in favor of acting to raise from $40,000

to $45,000 the maximum of the salary range for the First Vice President

at New York and to increase from $35,000 to $37,500 the maximum for

Salary Group A at that Bank. Accordingly, such action was taken, with

the understanding that the appropriate letters of advice would be sent

only to the New York Bank and not to the other Reserve Banks.

The other recommendations of the Committee on Organization,

Compensation, and Building Plans, as stated in Governor Mitchell's

memorandum, were then approved unanimously.

Attached to these minutes As Items 7 and 8 are copies of the

letters subsequently sent to the Chairman and to the President of each

Federal Reserve Bank except New York pursuant to the action taken by the

Board at this meeting. Attached as Items 9 and 10 are copies of the

letters sent to the Chairman and President, respectively, of the New

York Reserve Bank.

All of the members of the staff except Mx. Sherman then withdrew

from the meeting.

Travel authorization. Mr. Wood, Associate Adviser, Division of

International Finance, was authorized to travel to Paris during the

approximate period November 3 to November 9, 1962, to attend meetings of

the Economic Policy Committee of the Organization for Economic Cooperation

and Development and Working Party 3 of the Economic Policy Committee.

Director appointments. It was agreed  to ascertain through the
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Chairman of the Federal Reserve Bank of Boston whether Mr. Wilbur H.

Norton, President of the Gorham Corporation, Providence, Rhode Island,

would accept appointment if tendered as Class C director of the Boston

Reserve Bank for the three-year term beginning January 1, 1963, with

the understanding that if it were ascertained that he would accept, the

appointment would be made.

Secretary's Note: It having been ascertained

that Mr. Norton would accept, an appointment

telegram was sent to him on November 8, 1962.

It was agreed to ascertain through the Chairman of the Federal

Reserve Bank of Chicago whether Mr. Max P. Heavenrich, Jr., President

and General Manager of Heavenrich's Bros. & Company, Saginaw, Michigan,

would accept appointment if tendered as a director of the Detroit Branch

for the unexpired portion of the term ending December 31, 1963, with

the understanding that if it were ascertained that he would accept, the

appointment would be made.

Secretary's Note: It having been ascertained

that Mr. Heavenrich would accept, an appoint-

ment telegram was sent to him on November 5,

1962. The appointment was announced on

November 8, 1962.

Change of date for Directors' Day. On October 22, 1962, the

Board tentatively fixed March 14, 1963, as the date for the annual

Program for newly-appointed Reserve Bank and branch directors.

In view of a conflict that had since been noted, it was agreed 

t° change the date to Thursday, March 21, 1963, with a dinner to be given

the preceding evening.
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The meeting then adjourned.

Secretary's Note: Pursuant to the

recommendation contained in a memorandum

from the Division of International Finance,

Governor Shepardson today approved on behalf
of the Board the transfer of Dorothy Lee Shafer
from the position of Clerk-Stenographer in the

Division of Personnel Administration to the

position of Clerk-Stenographer in the Division

of International Finance, with no change in

basic annual salary at the rate of $4,110,

effective upon assuming her new duties.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

First Pennsylvania Overseas Finance Corporation,Philadelphia, Pennsylvania.

G
entlemen:

Item No. 1
10/31/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 313 1962.

through 
Reference is made to your letter of June 193 1962, transmitted

the Federal Reserve Bank of Philadelphia, requesting that the
'eard of Governors consent to the purchase and holding by First Pennsylvania
81:!Fsea8 Finance Corporation ("FPOFC"), of "Ordinary shares" of Discount
,t7 Investment Corporation Ltd., Tel Aviv, Israel ("DBIC"), at a cost not
co exceed US$50,000 in connection with the purchase of $50,000 of 6-1/2 perf?nt Participating Registered Dollar Debentures of DBIC as a part of total
ijancing of US$2,000,000 proposed for FPOFC and associated investment in-
sltutions, to be divided equally between an issue of debentures and an
884e of "Ordinary shares".

tank It is noted that the holdings of DBIC include shares of Mercantile
of Israel Limited. While the investment is reported as representing
some 4.1 per cent of DBICIs equity portfolio at December 31, 1961, such

11, °Iings represent 40 per cent of the outstanding stock of Mercantile Bank.F?gulation K states that the Board ordinarily will not grant consent for a
tti ,!ncing Corporation to purchase and hold stock in a corporation engagedof .uranking. In view of the fact that Mercantile Bank is also a subsidiary
Ilijsrael Discount Bank Limited, which directly and indirectly, together
atoh affiliated companies, is understood to own about 100 per cent of the
nrs_ek of Mercantile Bank, a question arises as to the appropriateness of
Zmitting an Edge Financing Corporation to acquire stock in a foreign com-

Y which in turn owns stock in a commercial bank.

to In the circumstances, the Board of Governors would be reluctant814rant the requested consent to purchase and hold shares of DBIC. However,
plit,ld You feel that there are additional facts or views not heretofore sub-

that might warrant a different conclusion, the Board would be glad to
Of YOU, submit such additional information through the Federal Reserve Bank'alladelphia.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOARD OF 90VERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 2
10/31/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 31, 1962.

plhiladelphia International Investment Corporation,i
iladelphial Pennsylvania.

Ge
ntlemen:

by Reference is made to your letter of June 7, 1962, as modified
Baer letter of September 27, 1962, transmitted through the Federal Reserve
ptir of Philadelphia, requesting that the Board of Governors consent to the
(n_ehase and holding by Philadelphia International Investment Corporation
,1,4.11C"), of "Ordinary shares" of Discount Bank Investment Corporation Ltd.,

Aviv) Israel, ("DBIC"), at a cost not to exceed US$150,000 in connection-T,11 the 
purchase of $150,000 of 6-1/2 per cent Participating Registered

pollar Debentures of DBIC as a part of total financing of US$2,000,000 pro-
be!ed for PIIC and associated investment institutions, to be divided equally
'ween an issue of debentures and an issue of "Ordinary shares".

Bahl, It is noted that the holdings of DBIC include shares of Mercantile
of 

It
Limited. While the investment is reported as representing"Y s

1101-,1,-°rne 4.1 per cent of DBICIs equity portfolio at December 31, 1961, such
Re '-,1-ngs represent 40 per cent of the outstanding stock of Mercantile Bank.

atj K states that the Board ordinarily will not grant consent for a
bZeing Corporation to purchase and hold stock in a corporation engaged in
Tzr 11,1g. In view of the fact that Mercantile Bank is also a subsidiary of

ae-L Discount Bank Limited which directly and indirectly, together with
mere ated companies, is understood to own about 100 per cent of the stock of
tdp0a2tile Bank, a question arises as to the appropriateness of permitting an
ti1 rinancing Corporation to acquire stock in a foreign company which in

°11113 stock in a commercial bank.

In 
th the circumstances, the Board of Governors would be reluctant to

ehoill 
the

consent to purchase and hold shares of DBIC. However,
kitt d You feel that there are additional facts or views not heretofore sub-

that might warrant a different conclusion, the Board would be glad to
ot b,?°11 submit such additional information through the Federal Reserve Bank,all

adelphia.

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.

continental International Finance Corporation,
231 South La Salle Street,
Chicago 90, Illinois.

Gentlemen:

Item No. 3
10/31/62

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 31, 1962.

that Reference is made to your letter of October 25, 1962, requesting
t. une Board of Governors consent to the purchase and holding by Con-

41"ts1 International Finance Corporation ("CIFC") of 885 "Ordinary shares"
uisoount Bank Investment Corporation Ltd., Tel Aviv, Israel ("DBIC"), ata 

ofe t  of It150,450 (WS$50,150 equivalent) in connection with the purchase
1013Tr°,14)00 of 6-1/2 per cent Participating Registered Dollar Debentures of
ae," as a part of total financing of US$2,000,000 proposed for CIFC and
48°ciated investment institutions, to be divided equally between an issue

debentures and an issue of "Ordinary shares".

Bartle It is noted that the holdings of DBIC include shares of Mercantile
onfu Israel Limited. While the investment is reported as representing
1102:1,30111e 4.1 per cent of DBICIs equity portfolio at December 31, 1961, such
Re represent 40 per cent of the outstanding stock of Mercantile Bank.
Pirta,tion K states that the Board ordinarily will not grant consent for a

Corporation to purchase and hold stock in a corporation engaged
Of In view of the fact that Mercantile Bank is also a subsidiary
vitl,srael Discount Bank Limited, which directly and indirectly, together
st4,affiliated companies, is understood to own about 100 per cent of the
periZtof Mercantile Bank, a question arises as to the appropriateness of

ting 
Y which 

an Edge Financing Corporation to acquire stock in a foreign corn-
in turn owns stock in a commercial bank.

to In the circumstances, the Board of Governors would be reluctant
short the requested consent to purchase and hold shares of DBIC. However,
kitt c..! You feel that there are additional facts or views not heretofore sub-

hat might warrant a different conclusion, the Board would be glad to
or °jou submit such additional information through the Federal Reserve Bankuicago.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.
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BOAR D OF GOVERNORS 10/31/62
40toot,,

OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

October 31, 1962

Mr. William B. Mills, Vice President,
St. Joe Paper Company,
803 Florida National Bank Building,
Jacksonville 2, Florida.

Dear Mr. Mills:

This refers to your request, submitted through the

Federal Reserve Bank of Atlanta, for determination by the Board

Governors of the Federal Reserve System as to the status of
t. Joe Paper Company as a holding company affiliate.

From information submitted, the Board understands that
St. Joe Paper Company is primarily engaged in the manufacture of
kraft paper products; that the Company is a holding company

affiliate by reasons of the fact that it owns approximately 85-1/2
Per cent of the outstanding shares of stock of Jacksonville

ational Bank, Jacksonville, Florida; and that the Company does

not, directly or indirectly, own or control any stock of, or
111,anage or control, any banking institution other than Jacksonville

'National Bank. -

In view of these facts, the Board has determined that

St. Joe Paper Company is not engaged, directly or indirectly, as
ac) business in holding the stock of, or managing or controlling,l

anks, banking associations, savings banks, or trust companies
within the meaning of section 2(c) of the Banking Act of 1933,

amended; and, accordingly, the Company is not deemed to be a

of the 
company affiliate except for the purposes of section 23A

the Federal Reserve Act, and does not need a voting permit from
the Board of Governors in order to vote the bank stock which it OW1120

If, however, the facts should at any time indicate that
St. Joe Paper Company might be deemed to be so engaged, this matter
.31:10111d again be submitted to the Board. The Board reserves the
ro!ght to rescind this determination and make further determination

this matter at any time on the basis of the then existing facts.
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Mr, William B. Mills -2-

Particularly, should future acquisitions by or activities of the
Company result in its attaining a position whereby the Board may
deem desirable a determination that the Company is engaged as a
business in the holding of bank stock, or the managing or control-

of banks, the determination herein granted may be rescinded.

Very truly yours,

(Signed) Merritt Sherman

Merritt Sherman,
Secretary.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

Item No. 5
10/31/62

ADDRESS OFFICIAL CORRESPONDENCE

TO INC BOARD

October 31, 1962

Mr. Phillip E. Ruppe„ President,
Bosch Brewing Company,
Houghton, Michigan.

Mr. Phillip E. Ruppe, Secretary,
Bosch Development Co.,
Houghton, Michigan.

Dear Mr. Ruppe:

This refers to your letters of May 24, 1961, and August 2,
1962, submitted through the Federal Reserve Bank of Minneapolis, for
determinations by the Board of Governors of the Federal Reserve System
aS to the status of Bosch Brewing Company and Bosch Development Co.,
as holding company affiliates.

From information submitted, the Board understands that Bosch
Brewing Company is primarily engaged in the brewing business; that
ll'asch Development Co. is engaged in various enterprises including
!lealing in and with timber, wood products and wood lands, farm and

activities, mineral exploration, and general manufacturing; that
T)sch Development Co. is a holding company affiliate by reason of the
1-act that it awns over 90 per cent of the outstanding shares of stock
c)cf Commercial Bank of L'Anse, LIAnse, Michigan; that Bosch Brewing
.°mPany is also a holding company affiliate by reason of the fact that
1" awns all of the outstanding stock of its subsidiary, Bosch Develop-
Tent Co.; and that Bosch Brewing Company and Bosch Development Co. do

directly or indirectly, own or control, any stock of, or manage
'r control, any other banking institution.

B 
In view of these facts, the Board has determined that Boschrew

i ng Company and Bosch Development Co. are not engaged, directly or,„-L
4.- -rectly, as a business in holding the stock of, or managing or con-

banks, banking associations, savings banks, or trust companies
2:thin the meaning of section 2(c) of the Banking Act of 1933, as
'mended; and, accordingly, the Companies are not deemed to be holding
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company affiliates except for the purposes of section 23A of the
Federal Reserve Act, and do not need voting permits from the Board
of Governors in order to vote the bank stock which they awn.

If, however, the facts should at any time indicate that
Bosch Brewing Company and Bosch Development Co. might be deemed to be
SO engaged, this matter should again be submitted to the Board. The
Board reserves the right to rescind these determinations and make fur-
ther determinations of this matter at any time on the basis of the
then existing facts. Particularly, should future acquisitions by or

activities of such Companies result in their attaining a position
Whereby the Board may deem desirable determinations that such Companies
are engaged as businesses in the holding of bank stock, or the managing
or controlling of banks, the determinations herein granted may be
rescinded.

Very truly yours,

(Signed) Merritt Sherman

14,erritt Sherman,
Secretary.

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



TELEGRAM
LEASED WIRE SERVICE

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WASHINGTON

October 31, 1962.

BoPP - Philadelphia

Item No. 6
10/31/62

The Board will interpose no objection to the purchase of

electronic check handling and general data processing equipment pro.

Pelsed in Mr. Hilkertla letter of September 27, 1962.

It is understood that the proposed purchases will permit

the ilaaignment of two computers to the work of processing Research,

4e0ounting, and other Bank data during normal day-time hours. While

eZPer ience at the Board and at other Reserve Banks indicates that

4kkimoun
efficiency of computers is achieved through their utilization

tor
rilore than one shift, it is recognized that circumstances may be

841ewhat different at your Bank. The Board trusts that every effort

be made to assure the economic feasibility, as well as the

"Ilvenience, of the arrangement proposed at your Bank.

(Signed) Merritt Sherman

SHERMAN
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

Item No. 7
10/31/62

OFFICE OF THE CHAIRMAN

November 7, 1962.

Letter to the Chairmen of all Federal Reserve Banks except New York

On October 5, 1962, there was sent to you a copy of a
letter of that date addressed to the President of your Bank outlin-
ing some revisions in compensation levels and procedures for

Promotion of officers of the Federal Reserve Banks.

As a result of meetings or discussions that the Board's
Committee on Organization, Compensation, and Building Plans has
had with the Reserve Bank Presidents regarding 1963 salaries of

Officers other than the Presidents and First Vice Presidents, the
Board has made certain modifications for use in applying the new

procedures during the coming year. A copy of the letter being sent
today to the Presidents outlining these modifications is enclosed
for your information.

Sincerely yours,

(Signed) Wm. MCC. Martin, Jr.

Wm. McC. Martin, Jr.

Enclosure
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Item NO. 8
10/31/62

OFFICE OF THE CHAIRMAN

November 7, 1962,

Letter to the Presidents of all Federal Reserve Banks except New York

The board's Committee on Organization, Compensation, and

Building Plans has now reported to the Board on its series of dis-

cussions with the Presidents of the Reserve Banks relative to officer
salary proposals for 1963. Its report indicates that the salary

guidelines in the Board's letter of October 5 appeared to work satis-

factorily except that most Banks reported difficulty in remaining

within the limitation of 40 per cent of staff for salary increases in
any given year.

On the basis of the Committee's report, the Board believes
that some easing of the original 40 per cent guideline is called for
in the first year of operation of the new procedure Therefore, the
limitation on merit adjustments to become effective in 1963 only is
being raised to 45 per cent of the officer staff, exclusive, as

provided previously, of increases related to concurrent promotions.

It also appears desirable in this transitional year to
exclude the positions of General Auditor and Assistant General
Auditor from the 45 per cent calculation. That is, in arriving at
this percentage, these positions would not be included in either
the total of officers or the total of merit increases granted. The
base figure used in determining the 45 per cent maximum would, of
course, include officers who might receive promotional increases,

The Committee reports that the salary conferences with the
Presi dents were most productive in clarifying various issues in-

in official salary administration, It found them especially
lielPful to its understanding of the problems involved and believes
we are moving toward an improved combination of on-the-spot
re sponsibility and the over-all sA.,71ry supervision required of the
Board by the statute.

Sincerely yours,

(Signed) Wm. WC. Martin, Jr.

Wm, McC, Martin, Jr.
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PERSONAL AND CONFIDENTIAL 

Mr. Philip D. Reed, Chairman,

Federal Reserve Bank of New York,
New York 45, New York.

Dear Phil:

Item No. 9
10/31/62

OFFICE OF THE CHAIRMAN

November 7, 1962.

On October 30, President Hayes discussed salary

administration problems at the Federal Reserve Bank of New York

With the Board's Committee on Organization, Compensation, and

Building Plans. In this discussion, Mr. Hayes presented some

Persuasive points in favor of increasing the maximum of the sala
ry

range for the First Vice President of the Bank. A principal point

was that the occupant of that position is the only First Vice

President of a Reserve Bank who is an alternate member of the

Federal Open Market Committee and who participates periodically

as a voting member of that Committee. Another point was that,

since the President is away from the Bank about a third of the

time, the First Vice President at New York is called upon to act

for him as the chief executive officer of that Bank to a substan-

tial degree.

The Board has given further consideration to this

question, as presented by Mr. Hayes, and has concluded that 
the

salary range for the First Vice President at the Federal Reserve

Bank of New York should be increased to $30,000 - $45,000.
 This

range should, therefore, be regarded as superseding the 
$30,000 -

$40,000 range stated in the Board's letter to you on Oc
tober 5, 1962.

Mr. Hayes also raised a question with respe
ct to the

maximum of the salary range for Group A officers under
 the Plan of

Salary Administration, and the Board has increased the ma
ximum of

that range for officers at the Federal Reserve Bank of 
New York,

as indicated in the enclosed copy of a letter 
being sent to Mr.

Hayes today.
Sincerely yours,

(Signed) Bill

Wm. McC. Martin, Jr.

Enclosure
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

WASHINGTON

Mr. Alfred Hayes, President,

Federal Reserve Bank of New York,

New York 45, New York.

Dear Al:

Item No. 10

10/31/62

OFFICE OF THE CHAIRMAN

November 7, 1962.

The Board's Committee on Organization, Compensation,
 and

Building Plans has now reported to the Board on its 
series of

discussions with the Presidents of the Reserv
e Banks relative to

officer salary proposals for 1963. Its report indicates that the

salary guidelines in the Board's letter of Octob
er 5 appeared to

work satisfactorily except that most Banks repor
ted difficulty in

remaining within the limitation of 40 per
 cent of staff for salary

increases in any given year.

On the basis of the Committee's report, the Board 
believes

that some easing of the original 40 per cent guideline i
s called for

in the first year of operation of the new procedure. Therefore, the

limitation on merit adjustments to become effective in 196
3 only is

being raised to 45 per cent of the officer staff, exclus
ive, as

provided previously, of increases related to concurrent 
promotions.

It also appears desirable in this transitional 
year to

exclude the positions of General Auditor and Assistant
 General

Auditor from the 45 per cent calculation. That is, in arriving at

this percentage, these positions would not be in
cluded in either

the total of officers or the total of merit 
increases granted. The

base figure used in determining the 45 per cent 
maximum would, of

course, include officers who might receive 
promotional increases.

The Committee has also reported its discu
ssion with you

regarding the maximum for the Group A 
salary range under the Plan

of Salary Administration for Federal 
Reserve Bank Officers. After

further consideration, the Board has 
fixed this maximum for the

Federal Reserve Bank of New York at 
$37,500, effective January 1,

1963, in lieu of the figure of $35,00
0 stated in its letter of

October 5.
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Mr. Alfred Hayes -2-

The Committee reports that the salary conferences withthe Presidents were most productive in clarifying various issuesinvolved in official salary administration. It found them
especially helpful to its understanding of the problems involvedand believes we are moving toward an improved combination ofon-the-spot responsibility and the over-all salary supervision
required of the Board by the statute.

Sincerely yours,

(Signed) Bill

Wm. Ma. Martin, Jr.
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