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Minutes of the Board of Governors of the Federal Reserve

System on Monday, January 6, 1964. 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. Mitchell
Mr. Daane

Mr. Sherman, Secretary
Mr. Kenyon, Assistant Secretary
Mr. Broida, Assistant Secretary
Mr. Young, Adviser to the Board and

Director, Division of International Finance

Mr. Noyes, Adviser to the Board
Mr. Fauver, Assistant to the Board
Mr. Mattras, General Assistant, Office

of the Secretary

Messrs. Brill, Holland, Koch, Garfield,
Partee, Williams, Dembitz, Axilrod,
Eckert, Keir, Manookian, Osborne,
Taylor, Weiner, Wernick, and Yager
of the Division of Research and
Statistics

Messrs. Furth, Hersey, Sammons, Katz,
Gekker, Goldstein, Irvine, Maroni,
Nettles, and Swerling of the Division
of International Finance

Economic review. The Divisions of Research and Statistics

and International Finance presented a review of recent foreign and

domestic economic and financial developments.

At the conclusion of this report all members of the staff

withdrew except Messrs. Sherman, Kenyon, Young, Noyes, Fauver, Brill,

and Mattras and the following entered the room:
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Mr. Molony, Assistant to the Board
Mr. Hackley, General Counsel
Mr. Solomon, Director, Division of Examinations
Mr. Connell, Controller
Mr. Schwartz, Director, Division of Data Processing
Mr. Conkling, Assistant Director, Division of Bank Operations

Mr. Goodman, Assistant Director, Division of Examinations
Mr. Bass, Assistant Controller
Mr. Langham, Assistant Director, Division of Data Processing
Mr. Bakke, Senior Attorney, Legal Division
Mr. Lyon, Review Examiner, Division of Examinations

Ratification of actions. Actions taken by the available members

of the Board at the meeting held on January 2, 1964, as recorded in the

minutes of that meeting, were ratified unanimously.

Discount rates. The establishment without change by the Federal

Reserve Banks of New York, Philadelphia, Chicago, and San Francisco on

January 2, 1964, of the rates on discounts and advances in their existing

schedules was approved unanimously, with the understanding that appropri-

ate advice would be sent to those Banks.

Distributed items. The following items, copies of which are

attached to these minutes under the respective item numbers indicated,

were approved unanimously:

Letter to The First National Bank of
Boston, Boston, Massachusetts, approving
the establishment of a branch in London,

England.

Letter to Hy-Vee Food Stores, Inc.,
Chariton, Iowa, granting a determination

exempting it from all holding company
affiliate requirements except for the
Purposes of section 23A of the Federal
Reserve Act.

Item No.

1
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With respect respect to Item No. 2, Governor Mills raised a question

concerning the final paragraph of the letter issued in granting such a

determination. The sentences to which he referred stated that the Board

reserved the right to rescind the determination and make a further

determination of the matter at any time on the basis of the then existing

facts; and that the determination might be rescinded should activities

of or acquisitions by the corporation, particularly in bank stocks even

though not constituting control, result in its attaining a position

Whereby the Board might deem desirable a determination that the corpora-

tion was engaged, either directly or indirectly, as a business in the

holding of bank stocks, or the managing or controlling of banks. Governor

Mills expressed concern that, in using such language, the Board was

raising a question unnecessarily. He felt that the Board would be well

advised to avoid superfluous statements about what it might do in unde-

termined situations that might or might not occur.

Messrs. Hackley and Bakke commented that such language had been

included in letters granting section 301 determinations primarily for

its informational value, that is, to suggest conditions that might cause

the Board to look into the matter again. It represented an attempt to

make clear that, even though the applicant corporation did not gain

control of any additional banks, the determination nevertheless would

be subject to review and might be rescinded if the corporation acquired

additional bank stocks.
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Mr. Solomon pointed out that in this case the applicant corpora-

tion had indicated that it might from time to time acquire other bank

stocks for investment. In other words, it had put the Board on notice.

He suggested, however, alternative language for one part of the final

Paragraph of the letter that might help to meet t1 point raised by

Governor Mills.

Governor Mills then said that he was concerned about a seeming

contradiction. Under the Bank Holding Company Act, a corporation could

avoid definition as a bank holding company by holding just under 25 per

cent of the stock of several banks. In the case of section 301 determina-

tions, the Board was saying that it might consider a corporation as being

engaged in the business of holding bank stocks, and therefore subject

to the prescribed holding company affiliate requirements of the law,

even though it did not control more than one bank. While the language

suggested by Mr. Solomon had a softening effect, he felt that the

subject deserved continuing study.

The letter, as sent, reflected Mr. Solomon's suggestion.

American Financial Corporation. There had been distributed a

memorandum dated December 31, 1963, from the Division of Examinations

regarding the application of American Financial Corporation, Cincinnati,

Ohio, for a determination exempting it from all holding company affiliate

requirements except for section 23A of the Federal Reserve Act.

Governor Robertson raised a question as to whether the case fell

Within the Board's policy on one-bank cases since American Financial
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owned, among its other investments, three savings and loan associations,

one of which was considerably larger than the bank controlled by

American Financial.

After further discussion, during which it was noted that the

file on the matter reflected some difference of opinion within the

Federal Reserve Bank of Cleveland, it was agreed that the case would

be considered at another meeting of the Board after Governor Daane had

had an opportunity to review the complete file.

Messrs. Brill, Goodman, and Lyon then withdrew from the meeting.

Counsel fees at Boston Bank. There had been distributed a memo-

randum from the Legal Division dated January 3, 1964, regarding a request

from the Federal Reserve Bank of Boston for Board approval of the payment

of up to $15,000 in legal fees to special counsel for the purpose of

negotiation and, if necessary, litigation looking toward the abatement

of real estate taxes assessed by the City of Boston for the calendar

Year 1963. It was estimated that the fee for preparation of the case

and negotiation with the local authorities would be $2,500. Preparation

for trial, if necessary, was expected to cost another $2,500, and the

actual trial up to $10,000. The Bank proposed to engage Mr. Edward B.

Hanify, a partner in the Boston law firm of Ropes & Gray, and the actual

billing of the fee would be predicated on the amount of time spent by

Mr. Hanify and other personnel of the law firm in the preparation and

Prosecuting of the case.
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The memorandum from the Legal Division noted that under the

Board's regulations any legal fee paid by a Reserve Bank to special

counsel in excess of $2,500 requires approval of the Board before

commitment. With respect to the request from the Boston Reserve Bank,

the Legal Division felt that the estimated fees for the preparation

of the case for negotiation and trial, which totaled $5,000, were

reasonable, but that the estimated fee for the actual trial appeared

excessive.

The Legal Division suggested two alternatives that the Board

might wish to consider. One alternative would be to hold in abeyance

approval of the fee for the conduct of the trial pending developments

In the administrative negotiations with the City of Boston. The second

alternative would be to approve a maximum fee of $15,000, recognizing the

virtual certainty that the final charge, in the event of a trial, would

be much less.

During the discussion that followed, a question was raised as

to the magnitude of the saving that might be obtained through successful

negotiation or litigation of the matter. A question also arose as to

whether the case might not be handled by the Reserve Bank's own counsel.

In addition, Governor Mitchell expressed apprehension that in

some situations of this kind a favorable settlement of the matter was

contingent upon benefits accruing to municipal employees. While he had

no information to indicate that such was the case here, he felt that the
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Federal Reserve should be cautious, especially if abatement of an assess-

ment could not be achieved through the efforts of the Bank's own counsel.

A somewhat different line of reasoning, presented by Governor

Mills, held that the question whether it was appropriate to follow an

approach of the kind suggested by the Boston Reserve Bank was one that

Should be left primarily to the determination of the directors and

management of the Reserve Bank. The outside counsel proposed to be

retained was associated with a reputable law firm, and the circumstances

were not such as to suggest anything other than an effort at achieving

a reasonable settlement of the matter.

This point of view was supported by Mr. Hackley, who said it

was clear to him that this type of proceeding was one that would require

Special experience and background, and could not be easily handled by

the Reserve Bank's regular counsel. He felt sure that the fees proposed

to be paid must have been regarded by the Bank as reasonable in comparison

With the taxes that might be saved.

It was then agreed to defer action on the matter pending dis-

cussion with President Ellis of the Federal Reserve Bank of Boston to

clarify the points on which questions had been raised.

Banking surveys (Item No. 3). There had been distributed copies

of a letter dated January 2, 1964, from Chairman Patman of the House

Banking and Currency Committee requesting the Board to undertake the

financial responsibility for key punching and programming the data for
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the bank management and correspondent banking surveys being conducted

by the Committee.

In a letter to Chairman Patman dated October 16, 1963, the Board

had agreed to have its staff perform the same technical and editorial

services in connection with the survey on correspondent banking practices

as were assumed with respect to the survey on bank personnel and manage-

ment succession. Thus, the Board's staff would provide technical

assistance on questionnaire design and sample selection and would assist

in editing the replies from State member banks. However, the ultimate

Processing task represented by the survey could not be judged accurately

until tabulating specifications were completed, and it would undoubtedly

be necessary to contract with an outside service bureau for card punching

and perhaps also for programming and tabulating. If it should become

necessary for the Board to incur out-of-pocket costs, it would expect

reimbursement from the Committee, just as it assumed that the Committee

would reimburse the Board for out-of-pocket costs in connection with

the survey of management succession.

The new letter from Chairman Patman expressed the view that

supervisory agencies must be relied upon to shoulder the primary burden

of data collection and processing necessary to the legislative process,

since the Committee's resources were limited, and therefore requested

the Board to undertake the financial responsibility for the services

it was providing in connection with the two Committee surveys.
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During discussion, it was noted that the out-of-pocket expenses

In connection with the two surveys would at the minimum amount to around

$26,000, and that they could amount to much more than that if the

Specifications should be changed by the Committee staff. It was agreed,

however, that the out-of-pocket expenses incident to the surveys should

be borne by the Board in compliance with Chairman Patman's request. A

copy of the letter sent to the Committee reflecting the Board's decision

is attached to these minutes as Item No. 3.

Assessment on Reserve Banks for first half of 1964. Copies of

a memorandum from the Office of the Controller, dated January 3, 1964,

had been distributed recommending that an assessment of .00264 of the

total paid-in capital and surplus of the Federal Reserve Banks as of

December 31, 1963, be levied upon the Banks to defray the expenses of

the Board for the first half of 1964. Based on estimated capital and

surplus of $1,484,573,550, the rate indicated would produce $3,919,300,

as against estimated cash needs of $3,912,405.

In discussion, it was noted that the proposed assessment did

not take into consideration the out-of-pocket expenses that would be

incurred by the Board in connection with processing the management

succession and correspondent banking surveys of the House Banking and

Currency Committee.

The Board then approved unanimously an assessment at a rate

adjusted to cover the minimum estimate of out-of-pocket expenses

involved in processing the two banking surveys of the Banking and
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Currency Committee. This action increased the rate of assessment to

.00265 of the total paid-in capital and surplus of the Federal Reserve

Banks as of December 31, 1963, which would produce $3,934,200.

The meeting then adjourned.

Secretary's Notes: Acting in the absence
of Governor Shepardson, Governor Robertson
approved on behalf of the Board on January 3,
1964, acceptance of the resignation of
Barbara B. Kay, Statistical Clerk in the
Division of Research and Statistics, effective
at the close of business January 10, 1964,
rather than the close of business January 3,
1964, as previously approved.

Governor Shepardson today approved on behalf
of the Board the following items:

Memorandum from the Office of the Secretary dated January 3, 1964,
requesting authorization to proceed with necessary arrangements, in-
cluding luncheons where appropriate, in connection with anticipated
visits to the Board's offices by State bankers associations and other
banking groups, as outlined in the memorandum, during the forthcoming
months.

Memoranda from appropriate individuals concerned recommending the
following actions relating to the Board's staff:

Wage rate increases for part-time, substitute employees,
effective January 5, 1964 

From To

Division of Personnel Administration

Annie W. Becton, Substitute Maid $12.96 per day $1.64 per hour
Ruth Page, Substitute Maid 12.96 per day 1.64 per hour

Division of Administrative Services

Frances L. Hornbeck, Substitute Charwoman 1.77 per hour 1.80 per hour
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Salary increases, effective January 6, 1964
(new salaries adjusted to those payable under
Board's revised salary schedule effective .
,January 5, 196)4-) 

Name and title 

Division of Research and Statistics 

Helen A. Lupton, Associate Chief Draftsman
(title changed from Assistant Chief Draftsman)

Dorothy S. Projector, Economist
Ann Sherman, Secretary
Ann Pike Ulrey, Economist

Salary per annum
From To

$7,525

12,245
5,045

12,245

d'8 410

14,065
5,585

14,065

Division of International Finance 

Judy D. Taylor, Secretary 4,885 5,410

Division of Data Processing

Irving Gedanken„ Statistician 12,975141065 1/

Secretayy

1/ Effective January 5, 1964.
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON 25. D. C.

The First National Bank of Boston,
67 Milk Street,
Boston 6, Massachusetts.

Gentlemen:

Item No. 1
1/6/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 6, 1964.

The Board of Governors of the Federal Reserve System
grants its permission to The First National Bank of Boston, pur-
suant to the provisions of Section 25 of the Federal Reserve Act,
to establish a branch in London, England, and to operate and
maintain such branch subject to the provisions of such Section
and of Regulation M.

Unless the branch is actually established and opened for
business on or before January 1, 1965, all rights granted hereby
shall be deemed to have been abandoned and the authority hereby
granted will automatically terminate on that date.

Please inform the Board of Governors, through the Fed-
eral Reserve Bank of Boston, when the branch is opened for business,
furnishing information as to the exact location of the branch. The
Board should also be promptly informed of any future change in
location of the branch.

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.

(The letter to the Reserve Bank stated that the
Board also harl approved a six-month extension
of the period allowed to establish the branch;
and, that if an extension should be requested,
the procedure prescribed in the Board's letter
Of November 9, 1962 (S-1846), should be followed.)
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BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON, D. C. 20551

Mr. Marion M. Coons,
Secretary and Treasurer,
Hy-Vee Food Stores, Inc.,
1801 Osceola Avenue,
Chariton, Iowa.

Dear Mr. Coons:

Item No.
1/6/64

ADDRESS OFFICIAL CORRESPONDENCE

TO THE BOARD

January 6, 1964.

This refers to your letter of December 10, 1963, trans-
mitting your request and information to the Federal Reserve Bank
of Chicago, for a determination by the Board of Governors of the
Federal Reserve System as to the status of Hy=Vee Food Stores,
Inc. ("Corporation"), as a holding company affiliate.

From the information presented, the Board understands
that Corporation is principally engaged in the business of operat-
ing a chain of markets and super-markets throughout the States of
Iowa and Missouri; that it indirectly controls, through its control
of the activities of its Employees' Trust, 1,815 of the 2,000 shares
of stock (90.8 per cent) of the National Bank and Trust Company of
Chariton, Chariton, Iowa, and by reason of such, is a holding com-
pany affiliate of that bank; and that it does not, directly or in-
directly, own or control any stock of, or manage or control, any
Other banking institution.

In view of these facts, the Board has determined that

Corporation is not engaged, directly or indirectly, as a business
in holding the stock of, or managing or controlling banks, banking

associations, savings banks, or trust companies within the meaning
of section 2(c) of the Banking Act of 1933 (12 U.S.C. 221a); and,
accordingly, it is not deemed to be a holding company affiliate
except for the purposes of section 23A of the Federal Reserve Act
and does not need a voting permit from the Board of Governors be-
fore the bank stock which it indirectly controls may be voted.
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Mr e Marion M. Coons

If, however, the facts should at any time indicate that
Corporation might be deemed to be so engaged, this matter should
again be submitted to the Board. The Board reserves the right to
rescind this determination and make further determination of this
matter at any time on the basis of the then existing facts, includ-
ing additional acquisitions of bank stocks even though not constitut-
ing control,

Very truly yours,

(Signed) Elizabeth L. Carmichael

Elizabeth L. Carmichael,
Assistant Secretary.



BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM
WASHINGTON

The Honorable Wright Patman,
Chairman,
Committee on Banking and Currency,
House of Representatives,
Washington, D. C. 20515

Dear Mr. Chairman:

Item No. 3
1/6/64

OFFICE OF THE CHAIRMAN

January 8, 1964.

This is in response to the request of the Banking and

Currency Committee contained in your letter of January 2 that the

Board undertake financial responsibility for the out-of-pocket

costs for key punching, programming, and tabulating the data

collected in the banking surveys relating to management succession
and correspondent banking practices.

The Board understands that members of our staff and

yours have tentatively agreed upon the tabulations to be prepared

and that estimates have been obtained of the probable out-of-

pocket costs that would be incurred. On the basis of this

information, and under the circumstances set out in your letter,
the Board is agreeable to accepting financial responsibility for

those costs.

These costs are of course an addition to the general costs
to the Board that have been involved in the designing of the

questionnaire, in collecting the information, and in editing the

completed forms. For this reason, you will appreciate the Board's

concern that these costs be held to the minimum consistent with

the essential needs of the Committee for analysis of the survey

results.

The processing of the data from the surveys is proceeding

and the requested tabulations will be provided to the Committee as

rapidly as can reasonably be done.

Sincerely yours,

Wm. McC. Martin, Jr.


