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A meeting of the Board of Governors of the Federal Reserve System

WaS held in Washington on Saturday, May 23, 1956, at 11:00 a. m.

PRESENT: Mr. Eccles, Chairman
Mr. Broderick

Mr. Morrill, Secretary

Mr. Bethea, Assistant Secretary

Mr. Clayton, Assistant to the Chairman

Consideration was given to each of the matters hereinafter referred

to and the action stated with respect thereto was taken by the Board:

Telegrams dated May 22, 1956, to Mr. Kimball, Secretary of the

Fed,—
vzal Reserve Bank of New York, and Mr. Martin, Chairman of the Federal

Reserve ..,Baru( of Atlanta, stating that the Board approves the establishment

With°11t change by the New York bank on May 21, and by the Atlanta bank today,

cle the rates of discount and purchase in their existing schedules.

Approved unanimously.

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

serve Bank of Kansas City, reading as follows:

"Retel May 22. Board extends to June 22, 1936, time within

Which 'Saratoga State Bank', Saratoga, Wyoming, may accomplish
membership in System. Please advise bank accordingly."

Approved unanimously.

Letter dated May 22, 1936, to Mr. Young, Assistant Federal Re-

Agent at the Federal Reserve Bank of Chicago, reading as follows:

"Reference is made to the Board's letter of April 7, 1956
and to your letter of May 7, 1956, regarding the recent trans-

Iction whereby the 'Farmers Loan and Trust Company', Tipton,1,ndiana, returned certain sums in cash to directors of the

'sank who made contributions thereto in connection with the

rehabilitation of its capital structure in 1954.

"You have heretofore advised that the Department of Finan-

cial Institutions of Indiana and your office demanded that the

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



1070

v23/36

'directors return to the bank within 30 days from March 19,
1936, the sum of 023,694.99 in cash for the purpose of elim-
inating certain loans and mortgages which were readmitted
to the assets of the bank on January 10, 1936, to enable
repayment by the bank of the remaining portion of a contribu-
tion mentioned above. Your letter of May 7, 1956 states that
the bank has proposed a settlement which provides, among other
things, that $16,470.03 of directors' notes bearing interest
at 3% be placed in the bank in lieu of a cash payment of that
amount and that you have proposed to the Indiana Banking De-
partment an alternative settlement in which such directors'
ric'tes are to be accepted under the conditions stated in your
letter. Your letter further states that you believe that
he alternative plan of settlement suggested by you, if car-

ried out, is all that can be expected at this time and that
You should abide by the decision of the Department of Finan-
cial Institutions of Indiana in the premises.

"It is assumed that, in cooperation with the Indiana

suPervisory authorities, you will diligently pursue the mat-
ter to an early conclusion, keeping the Board advised as to
developments, and it will be appreciated if, as requested in
the Board's letter of April 7, 1956, you will submit to the
Board a recommendation, in view of all the circumstances, as
to what action should be taken by the Federal Reserve Bank
and the Board of Governors with respect to the bank, particu-

larly as regards the strengthening of its management."

Approved unanimously.

Letter dated May 22, 1936, to Mr. Walter Kennedy, Trust Offi-

eer
Of The First National Bank of Montgomery, Montgomery, Alabama,

l'e"ing as follows:

"This refers to your letter of May 15, 1936, to Mr. Ronald

'Iansom, relating to the following provisions of section 11
°f the Board's Regulation F, revised effective June 1, 1936:

(c) Dealings between truaLAgimakts..--A national

bank acting as fiduciary shall not make any advance to any

trust from the funds belonging to any other trust, except

when the making of such advances to a designated trust is

Specifically authorized by the trust instrument covering

the trust from which such advances are made.'

"The above provisions are not intended to prohibit the

Bale of assets of one trust to another and the regulation
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"does not contain any provisions relating specifically to
such transactions. The propriety of such transactions must
be determined in the light of the facts and circumstances
of each case. However, as you suggest, assets of one trust
must not be sold to another unless such assets constitute a
Proper investment for funds of the purchasing trust. More-
?lier, it is felt that particular care should be exercised
1/1 selling assets of one trust to another since it is
essential that the transaction not be to the disadvantage
01 either trust. In this connection, attention is called to
the following statement contained in the American LawI
nstitute's Restatement of the Law of Trusts, Volume 1,
section 170:

lq. Duty of trustee under separate trubs.
There the trustee is trustee of two trusts if he
enters into a transaction involving dealing be-
tween the two trusts, he must justify the trans-
action as being fair to each trust. If the
circumstances are such that the interests of the
beneficiaries of the different trusts are so
conflicting that the trustee cannot deal fairly
With respect to both trusts, he cannot properly
act without applying to the court for instruc-
tions.'"

Approved unanimously.

Letter dated May 22, 1936, to Mr. Sargent, Assistant Federal
Reser

ve Agent at the Federal Reserve Bank of San Francisco, reading

f011OWs:

"This refers to your letter of March 27, 1936, and its
Inc 

losures, relating to the status of First Security Corpora-
Hon of Ogden, Ogden, Utah, as a holding company affiliate
ul First National Bank of Salt Lake City, Salt Lake City,
Utah

n. "It is understood that First National Bank of Salt Lake
'ltY has outstanding 7,500 shares of common stock and 1,250

Vlares of preferred stock, making a total of 8,750 shares;
r1t First Security Corporation of Ogden owns or controls
t! 77.1262 shares of the common stock; that the Reconstruc-
tion Finance Corporation owns all of the preferred stock;
6hat at the election of directors of the bank held on Janu-
?„17 14, 1936, 1,882.7086 shares of common stock and all of
'lie preferred stock, or 3,132.7386 shares in all, were voted;
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"and that the shares owned or controlled by First Secu-
rity Corporation of Ogden were not voted at such election.

"Counsel for your bank expressed the opinion that if
such election of directors was valid, First Security
Corporation of Ogden is not a holding company affiliate of
First National Bank of Salt Lake City on the basis of the
above facts. However, he questioned the validity of the
election on the ground that a quorum was not present. As
YOU were previously advised, a copy of your letter and
its inolosures was forwarded to the Comptroller oi the
Currency with a request for a ruling on that question. A
"IV of his reply is inclosed herewith. You will note that
lie is of the opinion that the election was valid.

"In view of such ruling and on the basis of the above
facts, the Board is of the opinion that First Security
C?rporation of Ogden is not a holding company affiliate of
First National Bank of Salt Lake City. Accordingly, the
Board will give no further consideration to the application
of First Security Corporation of Ogden for a voting permit."

Approved unanimously.

Letter dated May 22, 1936, to Mr. Paul S. Chalfant, Vice President,

Purse Company, Los Angeles, California, reading as follows:

"Referring further to your letter of May 15, addressed
to Mx. Ransom, the Board does not require State bank and
TISt company members of the Federal Reserve System to sub-
mit reports covering their trust departments. Accordingly,

We are unable to supply you with figures of trust assets of
1 member banks corresponding to the data published by the

1/410mptroller of the Currency with respect to trust depart-
ments of national banks. It is understood also that some

°f the State banking departments do not require reports of
urust departments and, consequently, the desired data are
not available either for all State bank and trust companies
or for those that are members of the Federal Reserve System.

"You are doubtless aware of some of the difficulties of
?ollecting statistics on trust operations, particularly
?ecause of the different methods of accounting control. In
-Ghat connection, you may be interested in the following
articles appearing in recent issues of 'Trust Companies':

'Relations of Trust Companies with Federal

Government', in November 1935 issue,

'Trust Data in State Banking Department Reports', in

March 1936 issue,
'Valuation of Trust Assets for Control Purposes', in

April 1936 issue.
"It is assumed that the figure 34 percent given in the
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n..
lifth paragraph of your letter is the ratio of net earnings
to gross earnings of the 15 large trust departments referred
to. The only data that the Board collects on earnings of
trust departments of member banks is the figure of gross
earnings,which for all member banks amounted to $59,658,000
in 1933 and $70,994,000 in 1934. For State bank members of
the Federal Reserve System, the figure amounted to
$37,818,000 in 1933, $45,449,000 in 1934 and $49,165,000 in
1935. Corresponding data for national banks are not yet
ayailable for the year 1935, but for 1933 and 1934 the
flgures were $21,840,000 and $25,545,000, respectively. Ex—
Penses of trust departments are not reported by member banks
separately from expenses of other departments. Accordingly,
we are unable to furnish you any information that would
indicate the ratio of net earnings to gross earnings of trust
departments of member banks."

Approved:

Approved unanimously.

Thereupon the meeting adjourned.

Chairman.

Secretary.
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