
Minutes for December 15, 1964.

To: Members of the Board

From: Office of the Secretary

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

It is not proposed to include a statement
with respect to any of the entries in this set of
minutes in the record of policy actions required to
be maintained pursuant to section 10 of the Federal
Reserve Act. 1/

Should you have any question with regard to
the minutes, it will be appreciated if you will advise
the Secretary's Office. Otherwise, please initial
below. If you were present at the meeting, your
initials will indicate approval of the minutes. If
you were not present, your initials will indicate
only that you have seen the minutes.

Chm. Martin

Gov. Mills

Gov. Robertson

Gov. Balderston

Gov. Shepardson

Gov. Mitchell

Gov. Daane

1/ Meeting with Presidents of the Federal Reserve Banks.
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Minutes of a meeting of the Board of Governors of the Federal

Reserve System with the Conference of Presidents of the Federal Reserve

Banks, held in the Board Room of the Federal Reserve Building in

Washington, D. C., at 1:45 p.m. on Tuesday, December 15, 1964.

PRESENT: Mr. Martin, Chairman
Mr. Balderston, Vice Chairman

Mr. Mills
Mr. Robertson
Mr. Shepardson
Mr. Mitchell

Mr. Sherman, Secretary

Mr. Bakke, Assistant Secretary

Mr. Hackley, General Counsel

Mr. Farrell, Director, Division of

Bank Operations

Mr. Hexter, Assistant General Counsel

Mr. Daniels, Assistant Director, Division

of Bank Operations

Messrs. Ellis, Bopp, Hickman, Wayne, Bryan,

Scanlon, Shuford, Deming, Clay, Irons,

and Swan, Presidents of the Federal

Reserve Banks of Boston, Philadelphia,

Cleveland, Richmond, Atlanta, Chicago,

St. Louis, Minneapolis, Kansas City,

Dallas, and San Francisco, respectively,

and Mr. Treiber, First Vice President of

the Federal Reserve Bank of New York

Mr. Timlen, Secretary, Conference of

Presidents of the Federal Reserve Banks

Mr. Olin, Assistant Secretary, Conference of

Presidents of the Federal Reserve Banks

The meeting was called to order by Chairman Martin, who then

invited Mr. Deming, Vice Chairman of the Conference of Presidents, to

open the discussion.
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Surplus Accounts of Federal Reserve Banks. Mr. Deming reported

that the Conference had discussed, at its meeting on December 14, 1964,

the subject of surplus accounts maintained by the Federal Reserve Banks,

Pursuant to a request made by the Board on December 1, 1964. He then

read the following summary of this discussion:

"There was an extended general discussion of

the underlying rationale for maintaining the surplus

accounts of the Federal Reserve Banks at a level

equal to twice their paid-in capital in which the

views of each Federal Reserve Bank were presented.

After discussion the Conference agreed that the

Federal Reserve Banks should have surplus accounts,

that the amount of their surplus should be sub-

stantial but that the selection of any specific

level for the surplus accounts would admittedly be

difficult. In the discussion of the subject the

maintenance of a substantial surplus was supported

on the grounds that it (1) contributes to the main-

tenance of public confidence at home and abroad in

the strength and soundness of the monetary system

of the United States; (2) permits the System in

times of national or international stress to under-

take without delay transactions in the national

interest; (3) is consistent with other provisions

of the Federal Reserve Act looking to a conven-

tional corporate balance sheet and is readily under-

stood by the public; (4) permits the absorption of

any loss without raising questions in the minds of

the public; and (5) is small in relation to the

stated liabilities and securities portfolios of

the Federal Reserve Banks. It was also noted that

it is customary for the central banks of the leading

industrial countries to maintain surplus accounts."

Mr. Deming stated that while no attempt had been made by the Conference

to develop a policy position on this matter, the Board might find it

helpful to hear the individual views of the Conference members concerning

the policy considerations involved.
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Mr. Treiber commented that he did not have much to add to

the substantive points brought out during the course of the exhaustive

consideration of the surplus question in 1959, although he did feel

that the availability of the Reserve Banks' surplus accounts for use

in stabilization transactions, both domestically and abroad, in times

Of major financial crises was a factor that should be emphasized.

So far as concerned the level of surplus that each Reserve Bank should

maintain, he found it difficult to arrive at a particular basis for

calculation; unquestionably such an account should be carried, but

the amount was essentially a matter of arbitrary determination. He

concluded by saying that in his mind the important question to be

resolved at this time was where the responsibility for action should

lie if a reduction from the present level of surplus carried by the

Reserve Banks was felt to be desirable, and it was his opinion that if

any substantial change was contemplated the initiative should rest with

the Congress to achieve this end through legislation.

Governor Robertson inquired whether there had been any instance

since 1936 when the surplus accounts of the Reserve Banks, individually

or collectively, had been utilized for any purpose whatsoever.

Mr. Treiber responded that, disregarding loans and discounts

for industrial purposes made under the "exceptional circumstances"

Proviso of section 13b of the Federal Reserve Act prior to its repeal

in 1958, there had not been occasion to resort to the surplus account

°I the Federal Reserve Banks.
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Mr. Ellis commented that an important consideration to bear

in mind in approaching the subject of Reserve Bank surplus accounts was

the responsibility of the United States in maintaining the viability

of free world currencies, a factor that was new since the end of 1959

When the policy of maintaining surplus of the Reserve Banks at the

level of subscribed capital was adopted. He added that the System had

for some time felt the desirability of outside opinion as to the surplus

that should be maintained, and the expression of views in this regard

made during the course of Congressional consideration of the Financial

Institutions Act now afforded a background of independent thinking on

the subject. Personally, he felt the basic question involved was what

image, in terms of liquidity, the System felt it necessary or desirable

to present, and this factor should be the point of reference for deter-

mining what a reasonable level of surplus would be.

Mr. Irons observed that it was important from the standpoint

of public confidence in the System for the Reserve Banks to follow

accepted banking practice by maintaining surplus accounts. To eliminate

these accounts, even though operationally feasible to do so, would

undoubtedly create widespread concern because of the traditional con-

cept that banks should carry a surplus against which losses can be

charged. For this reason, he felt strongly that any initiative in

reducing or eliminating Reserve Bank surpluses should come from

Congress rather than from the System itself. An added consideration

militating in favor of retaining a surplus fund was the fact that
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under accepted accounting concepts surplus and capital were inextricably

related, and if the Reserve Bank surplus accounts were eliminated the

question of why should the Banks' capital not also be done away with

might logically follow. This would bring the System one step closer

to involvement with Congressional appropriations for operations and

audit by the General Accounting Office.

Governor Robertson said that as a practical matter the choice

might be between taking an unyielding position on maintaining the present

level of surplus and running the risk of action by Congress to diminish

the System's independence, or, on the other hand, of making some voluntary

accommodations that could forestall such a result. He inquired which

Choice Mr. Irons would make.

Mr. Irons replied that even in the face of such a dilemma he

would seek to have any change in the System's surplus effected through

Congressional action, through provision for a franchise tax such as

had been proposed in the Financial Institutions Act. He added that,

in his opinion, it was undesirable in principle to use the System

surplus account as a source of funds to meet Treasury Department needs,

even on a sporadic basis, and he would much prefer to see a franchise

tax put into effect.

Mr. Swan said that he agreed in principle with the summary

comments in the memorandum of the Presidents' Conference read by

Mr. Deming, although he did have certain reservations cr additional

comments. A reasonable level at which surplus should be maintained
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cannot be established without reference to the tremendous earning capacity

of the System, he said, and from this standpoint, the aggregate System

surplus now was larger than almost any disinterested economy-minded or

business-minded group would think the System should have. He did not

see how the present level of surplus could be justified.

Governor Mills stated that if the System surplus were to be

reduced now to bolster the Treasury Department's budget position, should

some crisis arise in the future resulting in losses by the Federal Reserve

Banks the System wculd then either have to go back to the Treasury Depart-

ment for offsetting funds or reduce its interest payments to Treasury

until the losses were made up. He strongly believed in the comments made

by Messrs. Treiber, Ellis, and Irons, and in his opinion, if the System

had to look to the Treasury to make good its losses it might as well be

nationalized.

Mr. Swan responded that his previous observation had merely

been addressed to the point that the System's surplus was now excessive;

beyond that, he was unable to suggest what the appropriate level should

be. He agreed with the comments of others that the System should conduct

its operations without reference to the Treasury's accounts or budget

needs. If it became necessary to absorb some losses out of current earn-

on Government securities held by the Reserve Banks, the System should

be able to do so by reducing its interest payments to the Treasury. After

C°vernor Mills observed that such action might have serious repercussions

On the Treasury's budget projections for income, Mr. Swan went on to say

that this was, of course, one side of the equation being discussed.



12/15/64 -7-

However, he found it hard to justify the present level of surplus, which

had to be considered along with current earnings, and he believed the

System was more vulnerable with its present surplus position than it

would be with a smaller surplus.

Mr. Bopp suggested that in the event retained surplus were to

be insufficient to cover any loss experienced in the future, the deficiency

could be made up over a period of time out of current earnings.

Governor Mills replied that while this approach might be feasible,

he believed the System's image would suffer if it had losses that could

not be covered out of the ordinary flow of earnings and it was necessary

to go either to the Treasury Department or to the Congress.

Mr. Swan pointed out that before this eventuality could arise

the loss would have to exceed the current earnings flow, which was run-

Iling above $1 billion. He could not realistically conceive this to be

even a remote possibility.

Governor Mills said that he would go back to the original

Purpose for which the Federal Reserve Banks were created and to their

image as financial institutions similar to those we had known. He posed

the
question whether this image should be preserved, or whether the System

Should become subordinate to the Treasury by turning over its ordinary

earnings and reducing its present capitalization. He did not consider

the present capital funds of the Reserve Banks to be substantial in

relation to their potential liabilities, and he considered it mere

theory that the Reserve Banks could operate without capital as was

sometimes suggested.
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Mr. Swan concluded his comments with the statement that he too

wished to preserve the Federal Reserve as an institution; he believed that

a voluntary reduction in the present large surplus offered a better way

of doing this than did the other course indicated.

Mr. Scanlon observed that the principal consideration involved

in approaching the question of Reserve Bank surplus was the matter of

maintaining the System's image. He found difficulty in providing a

rationale for the present capital structure of the System. Surplus had

to be related to capital, and if one were to be eliminated the next step

would be to take away the other. The power to create money made it

unimportant to have capital from the standpoint of operations. In regard

to the matter of image, he assumed that all of us were looking to members

Of Congress as the principal critics. Mr. Treiber had made a good point

in noting that most central banks have such accounts. While a case could

be made for the present surplus of the Reserve Banks, it was important to

bear in mind that the System's surplus in relation to its total capital

structure was excessive by comparison with the ratio maintained by other

major central banks, save for the Federal Republic of Germany's Bundesbank.

Por himself, Mr. Scanlon said he would have to back away when it came to

comparing the total capital funds of the Federal Reserve with other central

banks and defending the present level of surplus.

Mr. Treiber noted that while five foreign central banks have a

ratio of surplus to tctal capital and surplus than does the System,higher

it should be borne in mind that the ratios of the larger central banks

Were lower than the System's.
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Mr. Clay said he did not think a case could be made for main-

taining the surplus of the Reserve Banks except when it was tied to a

belief that independence of the System within Government was a valuable

asset to the central bank. The question of confidence in the central

bank admittedly was somewhat mystical. People don't understand the

Federal Reserve, but they do understand that the Reserve

capital and surplus, and this is related to their public

Banks have

image in terms

of comparability of their accounts with the usual corporate balance sheet.

'This in turn ran to confidence in the dollar. Mr. Clay felt there was

value to maintaining that kind of feeling, but he certainly would give up

Part of the surplus more quickly than he would give up many other things

in the Federal Reserve image. However, he felt that a very important

element of confidence in the dollar was the confidence the people had

in the Federal Reserve as the central bank. He did not think this could

be tossed off lightly, and any who suggested that capital and surplus be

eliminated should understand the potential risk in such a move.

Mr. Wayne said he assumed that the present discussion was not

COnoerned with eliminating surplus as such, but rather with the amount.

For his part, he felt that some surpl-,:s was important from the standpoint

Of the System's image, particularly as it appeared to other central banks.

The 
present level might have some justification on the basis of reference

tO 
early provisions in the Federal Reserve Act, but the amount desirable

or necessary was essentially arbitrary and he would not undertake to defend

4 surplus of twice subscribed capital or of any specific dollar amount.

In view of the System's earnings ficw, the amount of surplus carried could
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be reduced from its present level, and if such action was necessary in

order to maintain the System's general posture he would not hesitate to

take it.

Mr. Hickman commented that while the System did not need a large

surplus under present conditions, he could foresee possible situations

Where risk assets might bulk large in the Reserve Banks' capital structure

and under these circumstances a substantial surplus could be important.

Re understood that an inadequate surplus account may have been one of the

factors that hampered the System's ability to be fully responsive to the

needs of menber banks during the depression of the 1930's. In this con-

nection, he read the following statement of views that he had prepared:

"The function of a surplus for any organization is
to provide a cushion against unforeseeable or unsustainable

losses. Since economic and financial risks in general are

indeterminate and are not independent in the statistical

sense (since risks of loss are linked together through the

Operation of the business cycle) there is really no way of

knowing how large a surplus Federal Reserve banks should

maintain. On the other hand, there is clearly a need for
some surplus to cover possible losses from a number of

sources such as, for example, foreign exchange operations,

adverse price movements on securities held by the System,

thefts or mysterious disappearances of securities, cash
and other valuables, and destruction of physical plant and

equipment not covered by outside insurance. Moreover,

Prospective legislative changes relating to the eligible
Paper provisions of the Act could subject the System to

large-scale and indeterminate risks. Retrospectively,
it is important to note that the System did not provide
all the help needed by member banks in the 1930's, pos-
sibly in part because the System had not built up adequate

surplus out of earnings in the 1920's. Finally, the

System needs to maintain adequate amounts of capital and

surplus to serve as an example for commercial banks.
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"The opposite side of the coin is that large and growing
surpluses are difficult to defend. Without more tangible

evidence than we now have on losses, we cannot expect to add

indefinitely large amounts to surplus. Consequently, it seems

desirable to freeze the presently-held surplus at approxi-
mately the current level, roughly equal to the amount of
subscribed capital.

"If this suggestion were accepted by the System, large

lump-sum payments to the Treasury would be avoided. In

addition, there would be no loss of future earnings by the

Treasury, since the System would not have to sell Government

securities in order to offset the reserve-providing effects
of the transfer of surplus to the Treasury. In order to

prevent further large accretions to surplus, all future net

earnings not needed to bring surplus up to the amount of

subscribed capital should be transferred to the Treasury."

Mr. Bopp observed that while the System's annual earnings were

currently in the vicinity of $1 billion, this could be drastically

reduced if the interest rate on U. S. Government securities were to fall.

Other factors, such as the level of reserves required of member banks,

also had a bearing upon the System's income expectations. In sum,

therefore, he felt it important to bear in mind that current earnings at

any given time could be expected to fluctuate in response to particular

external influences, and therefore a cushion of surplus was desirable.

However, the present level of $1 billion seemed excessive. In determin-

ing the point to which surplus might appropriately be reduced, it would

seem desirable to have it related to Reserve Bank capital rather than to

a fixed amount. He added that there could be political repercussions

created by a large and abrupt reduction in System surplus, but this

consideration affected only the matter of timing, not the inherent merit

°f effecting a reduction.



4331
12/15/64 -12-

Mr. Bryan commented that to establish a particular dollar amount

at which Reserve Bank surplus should be maintained was a difficult under-

taking, since the System's greatest liability was not a balance-sheet

entry; rather, it was its responsibility and obligation to keep the banking

System of the United States solvent in times of national crisis. Thus,

the matter of potential liability as a factor in evaluating the necessary

level of surplus to be carried by the System was really indeterminate,

albeit substantial. He pointed out that no one anticipated the economic

crisis of the 1930's, and yet it developed; by the same token, no one can

state with assurance that the future will not see similar crises.

Mr. Hickman interjected that a collateral consideration in

support of Mr. Bryan's thesis was the chaos that would result from an

atomic attack on this country and the resulting strain upon its banking

system.

Mr. Shuford stated the opinion that it was important for the

System to have both surplus and capital, although the appropriate

dollar amount was, in the case of surplus, a matter of arbitrary decision.

Re felt that the present level of surplus could be justified, on histori-

cal grounds and by reference to the example of other central banks, as

ready-LY as any other amount. He expressed agreement with the comments

Previously made that surplus and capital were intimately related, and if

°Ile were done away with the other should, conceptually, also be eliminated;

accordingly, the System should retain its surplus account. The level of

his account should not be reduced voluntarily, in his opinion. While it
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is part of the democratic process to compromise in the face of conflict,

he believed that to do so on the issue of surplus would be unwise

because of its value in maintaining confidence in the dollar, its impor-

tance as a factor of strength in both the domestic and the international

economic picture, and its significance vis-a-vis the impending gold crisis

in this country. Perhaps this was not a strong argument, but it seemed

to him to have some validity. Therefore, he would urge continuation of

the present formula for computing the amount to be allocated to the

Reserve Banks' surplus accounts.

Mr. Deming stated his view that the System's surplus was an

important symbol. While the formula calling for the level of surplus

to be twice the amount of a Reserve Bank's paid-in capital could be

supported on historical grounds, a $1 billion surplus account appeared

to be excessive, particularly when evaluated in light of reasonably

.anticipated needs and in comparison with the surplus to capital ratio of

Other large central banks. There was no absolutely "good"- amount. The

System's present ratio looked out of line, however, and it would seem to

him that a one-to-one relationship between surplus and paid-in capital

would be more logical than a two-to-one ratio. He could conscientiously

support such a ratio. He concluded by commenting that in his opinion it

would be unwise to raise the surplus issue with Congress at this time,

and any changes in the formula should be by administrative action.

Chairman Martin stated that the Board appreciated having the views

Of the presidents, which he had found to be very helpful.
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Mr. Hickman withdrew from the meeting at this point, and Mr.

Partee, Adviser in the Board's Division of Research and Statistics,

entered the room.

Regulation F. At President Deming's request, Mr. Treiber

reported that the subject of the Board's proposed Regulation F,

Securities of Member State Banks, had been discussed by the Conference

of Presidents at its meeting on December 14, 1964, the consensus of the

Conference being that it would be desirable: (1) to find some satis-

factory alternative to certification of financial statements by certified

Public accountants, to avoid the situation of requiring one segment of

the banking community to provide such certified statements while another

segment was not subject to such a requirement; and (2) to postpone

issuance of the proposed regulation until the comments and suggestions

°ffered by various interested persons had received adequate consideration.

He also stated it to be the view of the Conference that an announcement

should be made promptly by the Board in respect of the certification of

financial statements when a decision on that matter had been reached.

Mr. Treiber explained that the rationale underlying the

Conference's view as to the undesirability of requiring certified

financial statements was that by placing administration of the legisla-

tion underlying the Board's proposed regulation in the hands of the

Federal bank supervisory agencies rather than with the Securities and

Exchange Commission, the Congress had recognized that there might be some

unique administrative problems pertaining to banks that did not arise in
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connection with regulatory control of corporate issues generally. The

matter of certification was felt to be one of these areas; while the

Philosophy of the Commission was that certification of financial state-

ments was a necessary control mechanism, incorporation of the same

requirement in the Board's Regulation F was not thought to be neces-

sary by the Conference. In its view, it would be preferable to encourage

banks to adopt uniform accounting practices for use in the statements

required to be submitted to the Board.

Mr. Treiber continued with the observation that at the present

time, with the move toward liberalization of operating standards being

undertaken by the Comptroller of the Currency and the effect this was

having in the banking community by way of precipitating thought about

the relative advantages of national charters versus State charters,

Particular care might be desirable in making sure member State banks

Were not disadvantaged by the regulation.

He also noted that the New York Clearing House Association had

Submitted for the Board's consideration a draft of an alternative

Proposed regulation which the Association believed would be more workable.

Since the Conference was of the view that it was more important to

develop a regulation that would serve both the banking community

and the public interest to the fullest degree possible, rather than

to
Promulgate a possibly less satisfactory version merely for the

sake of meeting some arbitrary time schedule, it was the feeling of the

Conference that the Board might wish to consider deferring final action
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until the New York Clearing House proposal had been fully considered.

Should this suggestion be found acceptable to the Board, the Conference

as further of the opinion that an announcement of deferral would be

desirable, together with an exemption from the requirement of filing

financial statements until the regulation was put into effect.

At Chairman Martin's suggestion, Governor Robertson commented

Upon the exhaustive attention given by the Board's staff to all sug-

gestions and comments received to date, including submissions from the

American Bankers Association, the Association of Financial Analysts,

various clearing house associations, and many individual banks. As a

result, the Board felt itself to be in a position to issue Regulation F

in final form in the near future, and he expected that would be done

by the end of the year. The regulation so issued would not require

certified financial statements to be submitted to the Board thereunder,

although the Board would expressly reserve the right to require an

independent audit in circumstances where this appeared warranted. The

Roard's Regulation F had not been prepared with the view to having it

mesh with requirements of other supervisory agencies, although the Board

and the Federal Deposit Insurance Corporation had worked closely with

each other in preparing their respective regulations. It should be

u
nderstood, however, that the Board had not worked out its revised draft

vith a view to laxity in its regulation: the regulation now contemplated

reflected the Board's considered judgment of what was required consistent

vith the statutory mandate of the underlying legislation.
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Chairman Martin supplemented the foregoing comments of Governor

Robertson by pointing out that the Board and its staff had been giving

sustained attention to formulation of Regulation F since August 18,

1964, and the time had come to put it into effect. In his view, a point

of diminishing returns had been reached in deferring final action for

further discussion of the matter. The Board would, of course, be

Prepared to consider promptly valid suggestions for changes in its

regulation after it had been put into effect.

President Deming commented that this answered the questions

raised in the Presidents' Conference.

Unfit Federal Reserve Notes. President Deming then called

Upon Mr. Swan, Chairman of the Committee on Miscellaneous Operations

of the Presidents' Conference, who noted that an ad hoc subcommittee

of the Conference was exploring the feasibility of a sampling procedure

for use in allocating redemption credit to the Reserve Banks for unfit

Federal Reserve notes. In this connection, in order to evaluate the

reliability of formulae developed to date, the subcommittee had requested

each Reserve Bank to make an actual sort by Bank of issue of all unfit

$1 Federal Reserve notes on hand, such sort to be completed by

January 8, 1965.

Mr. Swan said that because of the volume of unfit notes on hand

and the fact that the requested sort would have to be done largely on an

Overtime basis to avoid conflict with current operating requirements, it

'gas felt that the cost of meeting the subcommittee's request by the date

fixed might be as much as $50,000, which seemed excessive. Accordingly,
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he sought the Board's guidance in evaluating the importance of completing

the sort requested by January 8 from the standpoint of serving a useful

Purpose in connection with the submission of draft legislation to Congress

authorizing destruction of unfit Federal Reserve notes by the Reserve

Banks. If it was not contemplated that the legislation in question

should contain a provision specifying any particular basis for allocating

redemption credit, perhaps the time for completing the sort requested by

the ad hoc subcommittee could be extended.

Governor Mitchell commented that the purpose to be served by

the subcommittee's request had to be measured against the cost involved.

In his opinion, expense in the amount indicated for complying with the

request as it now stood would not be justified by the value of the

information to be obtained.

In further discussion, a consensus developed that the question

to be resolved was the essentiality of completing the requested sort by

January 8 from the standpoint of legislative considerations, and that

justification of the cost of compliance was directly related to this

question.

Responding to a question on this point from Mr. Treiber,

Mr. Farrell commented that it would not be particularly necessary to be

able to advise Congress of the results of the subcommittee study at the

time the proposed legislation would be under consideration, since the

question of a choice between sampling and some other method of allocating

redemption credit was not involved; the draft bill contained a provision
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for giving credit that was broad enough to encompass any procedure the

Board might ultimately decide upon. He added, however, that until a

decision in this regard was reached by the Board, local destruction of

unfit Federal Reserve notes could not begin regardless of when such

destruction was legislatively authorized.

Following an exchange of views concerning various considerations

bearing upon the Board's selection of a method for allocating redemption

credit under the legislation in question, Chairman Martin stated that

there seemed to be general agreement on an absence of urgency in

accomplishing the sort by Bank of issue requested by the ad hoc sub-

committee. Accordingly, he suggested that an orderly way to resolve the

conflicting considerations involved would be for Governor Mitchell to

discuss the operating problems faced by the Reserve Banks with the ad

hoc subcommittee.

Governor Mitchell said that he would be glad to have an

°PPortunity to talk with the subcommittee members. In the interim, he

suggested that further efforts to comply with the subcommittee's

request for a sort of unfit notes on hand by Bank of issue be deferred

Pending advice to the Reserve Banks of the outcome of the proposed

meeting.

It was understood that this procedure would be followed.

The meeting then adjourned.
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Secretary's Note: On Friday, December 18,
1964, Governor Mitchell met with Messrs.
Farrell, Schwartz (Director, Division of

Data Processing), and Gedanken (Statistician,
Division of Data Processing, and member of
the Ad Hoc Subcommittee on Allocating Redemp-
tion Credit for Federal Reserve Notes) for
a preliminary discussion of the above subject.
As a result of this meeting, Governor Mitchell
concluded that the cost of completing the sort
requested by the subcommittee would be greater
than could be justified in terms of the results
to be derived, and that further discussion of
the subject with the full subcommittee would
serve no useful purpose. On Wednesday,
December 16, 1964, upon request of President
Swan, Chairman of the Committee on Miscellaneous
Operations of the Presidents' Conference, Mr.
Roeder, Chairman of the Ad Hoc Subcommittee,
requested all Federal Reserve Banks to suspend,

until further notice, the sampling test requested

in his letter of December 11, 1964.


