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A meeting of the Board of Governors of the Federal Reserve

wiatem was held in Washington on Wednesday, December 18, 1955, at

11:50 a, m.

the

PRESENT: Mr. Eccles, Chairman
Mr. Thomas, Vice Chairman
Mr. Hamlin
Mr. Miller
Mr. James
Mr. Szymczak

Mr. Morrill, Secretary
Mr. Bethea, Assistant Secretary
Mr. Carpenter, Assistant Secretary

The Board acted upon the following matters:

Telegram to Mr. Sargent, Assistant Federal Reserve Agent at

Federal Reserve Bank of San Francisco, reading as follows:

"Your letter December eleventh. Board a9proves appoint-
ment of H. A. Sonne as chief examiner in Federal Reserve
Agent's department your bank and designations as assistant
examiners of the four additional employees of the Head Of-
fice listed in your letter to lend clerical assistance to
Your regular examiners. Since status of other examiners and
assistant examiners listed in your letter remains unchanged
Ta,nd their appointments have already been approved by the
4c)ard, not necessary to submit their names for reapproval.
Refer to Board's telegram to you of December 141 1934.

Approved unanimously.

Telegram to Mr. Peyton, Federal Reserve Agent at the Federal

ReR
Bank of Minneapolis, authorizing him to iSSUB a limited voting

Permit to the "First Bank Stock Corporation", Minneapolis, Minnesota,

entiti.
lng such organization to vote the stock which it owns or con-

tr018 of

"The Farmers and Merchants National Bank of Minneotaft,

"ay Minnesota, at any time prior to February 1, 1956, to act upon
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a proposal to increase the common stock of such bank from $40,000 to

60,000 and to make such amendments to the articles of association

and/or by-laws of such bank as shall be necessary for such purpose,

Provided that all action taken shall be in accordance with a plan ap-

Proved by the Comptroller of the Currency.

Approved unanimously.

Memorandum dated Dece-l-cr 1935, from the Division of Exam-

ihzations, recommending that the issuance of a limited voting permit

to "Financipl Institutions, Inc.", Tarsaw, New York, entitling it to

Ir°te the stock which it owns or controls of "The Woming County Na-

Bank of Versav", Tarsav., ilew York, at the January 1936 annual

meeting or any adjournments thereof, be deferred in view of the unsatis-

factory 
financial condition of the applicant, its subsidiary banks and

the 
management problem involved in the group, the correction of which

the R,
construction Finance Corporation made a condition precedent to

the purchase of preferred stock of the national bank. The memorandum

ted that upon the completion of the proposed purchase of preferred

toe 
4, the Reconstruction Finance Corporation will oval more than 50% of

the outstanding stock of the national bank and the holding company af-

ate status will thereulon cease in view of the fact that at the

last election of directors the holding company did not vote its stock.

rnernorandum also stated that no recommendations for the issuance of
The

Et 14._
J44itcd voting permit had been received from the Federal Reserve

Itgett

this
at the Federal Reserve Bank of New York; that the matters in

case were familiar to the office of the Federal reserve agent;
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that he was keeping in close touch with the management of the appli-

cant; and that if a voting permit for the election of directors became

necessary or desirable he would submit a recommendation to the Board

Upon the basis of the facts existing at that time.

Approved unanimously.

Letter to Mr. 1A. H. McCarten, Cashier of The Lancaster National

Bank, Lancaster, New Hampshire, reading as follows:

"Receipt is acknowledged of your letter of December 5,
1935, requesting that the Board advise you whether certain
organizations owning stock of your bank have been granted
voting permits entitling them to vote such stock at a share-
holders meeting to be held on December 23, 1935, or have been
determined by the Board not to be engaged, directly or indi-
rectly, as a business in holding the stock of, or managing
or controlling, banks, banking associations, savings banks,or trust companies.

"The organizations listed in your letter have not filedapplications for voting permits and have not requested theBoard to determine that they are not engaged, directly or in-
' thirectly, in holding e stock of, or managing or controlling,
,I
anks, banking associations, savings banks, or trust companies.
Moreover, it is not apparent from the facts stated in your
letter that it is necessary for any of such organizations to
obtain voting permits or such determinations by the Board inorder to vote the stock which they own or control of yourbank. In this connection it should be noted that the Boardunderstands that 1,056 shares were voted at the preceding
election of directors of your bank.

"For your information there is inclosed herewith a cony5 the Board's Regulation P, 'Holding Company Affiliates -Voting Permits', revised effective January 1, 1936, the Ap-
13,Z 

iiI4ftwoht =aligns the present statutory provisions

s." 
of stock of national banks by holding

company affiliate 

Approved unanimously.

Telegram to Mr. Walsh, Federal Reserve Agent at the Federal Re-

Bank of Dallas, reading as follows:

"Retel December 16, 1935, reference liquidation of Farmers

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



2757

12/18/35 -4-.

"& Merchants State Bank, Carrollton, Texas, and The Farmers &
Merchants State Bank of Wylie, Wylie, Texas. Pursuant to sec-
tion 9 of the Federal Reserve Act the holding company affili-
ates of such banks agreed to be subject to the same conditions
and limitations as are applicable under section 5144 of the
Revised Statutes in the case of holding company affiliates of
national banks. The Board is of the opinion that section 311
of the Banking Act of 1935, amending section 5144 of the Re-
vised Statutes to make it unnecessary for holding company af-
filiates to obtain voting permits to vote in favor of placing
subsidiary national banks in voluntary liquidation or taking
anY other action pertaining to the voluntary liquidation of
such banks, likewise made it unnecessary for holding company
affiliates to obtain voting permits for such purposes in con-
nection with subsidiary State member banks. Assuming that the
!tockholders' action was taken subsequent to August 23, 1935,
It was not necessary for the holding company affiliates of the
above-named banks to obtain voting permits to vote in favor of
Placing such banks in voluntary liquidation and to elect the
liquidating officers."

Approved unanimously.

Letter to Mr. Wood, Federal Reserve Agent at the Federal Reserve

of nA
°'" Louis, (a previous draft of which was approved by the Board

°II September 3, 1935, and sent to the Federal Housing Administration

f°1' approval), reading as follows:

"This refers to Mr. Stewart's letters of May 25, 1935,
and August 22, 1935, relating to inquiries from the W. B.
florthen Company, Little Rock, Arkansas, and the Commercial
Rational Bank of Little Rock with regard to the possible in-
*vestment of trust funds held by a member bank in mortgages
insured under Title II of the National Housing Act. Among
Other papers, Mr. Stewart has forwarded a copy of a circular
addressed to financial institutions by the Federal Housing
*6"dministration and it has been observed that such circular
!Peoifically states that it is not to be construed as per-
mitting the pooling of insured mortgages in the hands of a
trustee for the Purpose of issuing participation certificates
or other such evidences of interest.

in m "The authority of a member bank to invest trust funds
ortgages or other securities depends upon the terms ofthe

1, Particular trust instruments, court orders, and State
cL778* A bank, however, should, of course, exercise proper
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"discretion within the limits thus prescribed and act at all
times in accordance with the principles of sound trust prac-
tices governing the investment of trust funds with careful
consideration of the needs of each particular trust. Within
the above considerations, first mortgages, including mortgages
insured under Title II of the National Housing Act, would con-
stitute a proper investment for trust funds.

"It is understood that the Federal Housing Administration
contemplates that institutions exercising fiduciary powers
will conform to the fundamental principles of trust administra-
tion in connection with insured mortgages. In this connection,
there is inclosed a copy of a letter and inclosure which the
Federal Housing Administration has forwarded to institutions
to which had been forwarded tentative drafts of proposed trust
agreements by the Federal Housing Administration, and you
will note that it is stated in this letter, among other things:
It is essential that all trust agreements be prepared *** in
accordance with recognized trust practices, and this basic
Principle, obviously, can in no ray be affected simply by
reason of the inclusion of insured mortgages in the corpus of
anY trust?. It is believed that the inclosed letter of the
Federal Housing Administration disposes of the questions
raised by your trust examiner relating to the applicability
(1) fundamental principles of trust administration to the in-
vestment of trust funds in insured mortgages, and it is re-
o

JiestVthat you advise the W. B. Worthen Company accordingly.
Since one of the inquiries to which you referred was re-

ceolved from a national bank, that inquiry has been referred
t 

the Comptroller of the Currency for attention, and theComptroller,., who has already been furnished with a copy oft:I-l? inclosed letter of the Federal Housing Administration, isg furnished with a copy of this letter."

Approved unanimously, with the understanding
that a copy of the letter would be sent to all
other Federal reserve banks.

Letter to Governor Calkins of the Federal Reserve Bank of San
Prateisco, 

as Chairman of the Governors? Conference, reading as follows:

"In the Board's letter of June 6, 1935 you were advised

thFederal 

at 
shipments of Federal Reserve notes from Washington to the

Reserve banks and their branches during the fiscalYear 1936 would not be insured under the Treasury contractInr insurance of shipments of currency and securities, and
th e 

the BoRrd's telegram, Trans 2281, of June 27, 1935, and
Board's letter, X-9248, of the same date, the Federal
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"Reserve banks were requested to arrange for insurance on
shipments of Federal Reserve notes from Washington to the
Federal Reserve banks and their branches. It is understood
that the rates now being paid on such shipments by the Fed-
eral Reserve banks are the same as the rate provided in the
Treasury contract for 1936 for currency shipments.

"In view of the relatively small loss, if any, which
has been sustained by insurance companies on shipments of
Federal Reserve notes from Washington to the Federal Reserve
banks and their branches, it is thought that a somewhat
better rate than that now charged might be obtained on such
Shipments during the fiscal year 1937 if the System called
for bids for insurance on such shipments. If agreeable to
YOU, therefore, please refer this question to the Insurance
Committee of the Governors' Conference for consideration
and report with respect to the desirability of asking for
bids covering insurance on shipments of Federal Reserve
notes from Washington to the Federal Reserve banks and
their branches during the fiscal year 1937. There might
also be a possibility of obtaining a somewhat better rate
otn shipments of currency to and from member banks and be-
ween Federal Reserve banks and their branches. Accordingly,
it might be well to consider the desirability of asking for
seParate bids on each of the above two classes of shipments,
!Ild for a combined bid on all shipments of currency by or
for the account of tho Federal Reserve banks."

Approved unanimously.

Letter to Mr. Paul P. Cret, Architect for the Board's new build-

Philadelphia, Pennsylvania, reading as follows:

"Reference is made to your letter of December 14 inregard to the request of the Architectural League of New
fYork that the drawings submitted by you in the competition

luDiellhng

,0/.1 the selection of an architect for the Board's new
be exhibited at the Fiftieth Annual Exhibition to

1936. 
in New York City from February 17th to March 2nd,

r ."The Board is pleased to grant the request and upol:i
ecelpt of the blanks to which you refer the shipment will
bernade in accordance with your directions, with the under-

that the drawings will be returned to the BoardPromptly following the close of the exhibition."

Approved unanimously.
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Thereupon the meeting adjourned.

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




