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Minutes of action L„ taken by the Board of Governors of the

.111 Reserve Eystm on Thursday, May J.

PRESENT: Er. Martin) Chairman
Mr. Szymezak -
Mr. Evans
Mr. Powell
Mr. Kills
Mr. Robertson

hd.er
R

to be
effective, In accordance with his reiuest, at the close of

131 hie
May 6, 1952.

Er. Carpenter,
Mr. Ehernan, As ist-Lt r:cretery
Mr. Kenyon, Assistant cretary

Minutes of actions taken by the Board of Gove

19 2.

serve System on May 114., 1952, were aproved

of the

nously.

Memorandul: dated May 6, 1952, from Mr. Bethea, Director,

10a of 11'T :3 -brat ive ervi.ceo, recoending that the resigna-

°f Iferldel . Jeffries, Messenger in that Division, be ac e ted

A_ -)roved unanimously.

et to Mr. Meyer, Vice President Federal Reserve Bank of

l'eading as follows:

"In view of the circutances described in your
icter of 14ay 13, 1952, the Board of Governors ap-
e'cl)vec retroact-7v- to April 1, 19;52, the Daynent of
1411!,-̀e“es to Stanley W. Gardner and George S. Komes,

the 
ile serving as split-shift el tor o:perators, at

:co rate of 0,272.32 per annun ch, which, when
eXerted to an annual rate, exclu the maximum

e'blished for the Grade in which their position
- 
classified."

eyed unanimous ly.
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Letter to iir. rickson, 'iresident, 7c:dro.1 of

130ston 
reading as FolJows:

"There is enclosed a co-2y of a letter recently re-
eived from the Korean Ambassador reFarding the desire of

Kee Il Choi, a student at lictrvard University, to db-
4.8.111 some eYperience vith the centre] I ,nnking. system of
6his country through tm inTng at your 'lnnh this summer.

"As you Will note, the language o  the letter seems
.'t° indicate that Mhaver. Choi na-,, have in mind obtaining a
enTorary position vithtn the lioserve Bank on a compen-
sated basis and,

if this is the case, the request would

11)raably have to be discoured. on the other hand,
fe laerely wishes to sT,end some time o"bservinr the various

5

,11hctions end a prorram could be worl-:ed out wh:ich wou3d.
.„T Satisfactory from your stan,l2oint, it would seen deEIr-
ple to offer some assistance to him. have checked this

Tter with the State Der,r-rtment and have been advised that
eY would be in ravor of cemply- ihL with the request as

yeing in line with the general _‘,olicy of assictinE the
on technical matters so that they may be better

iil'ePared. to assume the rPffonsi"hilltios of self-eovc,,r_Bient.
ofe Department, however, had no information as to the merits

this particular case.
It would be apnreciated if you could assign some appro-

t,
"
-ate member of ;our staff to contact Ur. Choi and eTplcre
e matter further with him.

YOU may recall a somewhat similar reciuest nade by a

1711ese student about this, tine last year. That request

i°ued an exchange of corres )ondence between Ur. Neal
vas the Board, but our records fn"1 to disclose 1,hether it

ae ,P°seible to arrange to 7)rovi(le him the assistance Ite
sirea.”

.4(14
'11.,,E •

follows:

1952 "This refers to the resolution adopted on February 21,

by the board of directc,rs of your bank, sinifying the

:,pproved unanimously.

utter to The First National Bank of McAlester, IcAlester, C-Jahoma,
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uank s desire to surrender its 1-1r-hi; to exercIe fiduciary
Powers heretofore granted to it.

'TheI  Board, understanding that your hank has never sc-
celyteor undertaken the exercise of any trust, has issued
formal certificate to your hanl, certifying that it is no

-Longer authorized to exercise any o' the riduciary -owers
covered by the provisions of section 7.1(h) of the federal
11.erve Act, a, amended. This certificate is enclose(.. here-
vith.

-3-

In thiv connection, .your attention is called to the
fact that, under the provisions or section 31(k) of the fed-
al Reserve Act, as anenCed, when such a certificate

een issued by the Board of Governors of the Federal Reserve
'Ystem to a national hank, such 1-)rnl, (1) shall no longer he
st1:1.biect to the nrovisions of section 11(17) or the rejl.Th-
t1M18 of the Board of Ccvernors of the Federal Reserve

tell' Made pursuant thereto, (2) shall be entitled to have re-

to it any securit'es which it. nay have deposited witl-

Z-ae Etate authorities for the T,rotection or private or court'rusts, and ) shall not exercise thereafter un of the

14)wers granted by section 11(k) without first af,ilying. for
't'/Id obtaining a new _permit to exercise such :owers 

pursuantthe provisions of section 11(k).-

proved unanimously, for

transmittal through the Federal

Reserve Bank of Kansas City-.

Letter to Mr. Erickson, 1-resident, Federal Reserve Tank of Boston,

as follows:

7, "The report of examination of your Tank as of Nevtplper

of m951, shows that three Penalties for deficient reserves

(111 ':'..ember banks acgregatin t),(.3) were waived in error
the period from January 1 to TTovenl-er 7, 1 7L, op-

Icii,e2,TY2.2eue to misinten)retation of the instructions (7..a.
) pertaining to wail/ers of jenal.tieL. .s further

.1.e:Crtbed in Mr. Harvey's letter of May 7, these deficient
ti me penalties were waived ;n te COLE:, of i'rroal-lln

Ne°11a1 Bank, Franklin, hew HaJa-ouhire, rerchantL; Katioiial Path,

pontlrYPort, Massachusetts, and Merchants National Mt111;,

'el", New Hampshire.
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"In order that there: Flay be . no quetion in the fi-
ture as to the nction takcn, the Board rtifies the

of your :7a.1-11 in woiving these penalties."

A7 'roved unaaimou- y.

Letter to the ''eoc'r(:, of directors of The First Trvst Conpany,

,
—epn, Missouri, itatinT thA,..yclect to condit,os nerAerchlp

111.11Ithe,,
'eu 1 and 2 contained -In the 73oard's Reulati,on H, and the follow-

rieclaa condition, the 7c;AT'd aprove the"haLl-'s

4etibers .
' h1P in the Federal Reserc ;.ystem and for the ai,y)rc-f.rt:te =1„:nt

(31'. ztor.b.
--, in the Federal 'Reserve Rank of Kn8a City:

"3. At the tine of admission to :lenberchi-p, such Trust

Company r6ball have capital 3tocI7. c_:f not lecs than

y200, 000."

letter also contained the Cc 1oin: :'cio1 conne3 ts:

"While standard condiCohs 3,1a,",,sre(1, 1 and 2 contain
references to deositoro and depcLit liahi itica it is
Ilealderstood that the Trust does not criltempl,-_,te

trile-aeinC in the 7flusines., cC nco h Ls. Atte, -
Inv I ted to tile 4 .tct tha -1 ' 'list Company

eires to exerc f-,wers , ' .1 5- exercised
time of 0.):1,3 1 1 L ion tl will he nec-„cr,

0-bt̀-ror., under concl  ("pored 1, to
Mal the peria4f):,ion of I.,'

- cisinc then. In this c' 
(:

.2. 
rners beforeex, •

Et T1 
*-n, the Board under -

co - s that there ha_s beeL :cope of
thl"P°r`Ati..' er, rc Tccd , the r: L
C 
thac or it._ a-,,pi ,out,±L, :or 11, -
It j noted 4 _1'0'4 the rep0r'6 tion for

Inellape ,t-,-- , terr. u t.1), tid r ;la:, L;(..,111T4eri_t n
ti Icient :)rocran PC adr,..jtc'0 and Ce to func-

ti°4 in connection with trust a.;AO., -1C trust train no-

11 rwit atJL-er,lent

it 15 ,T11 be L7j-,,,,L ,LL(_iluiun,."
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u.aaLi!Jous]..:, together

with the followinL-; letter to nr. Leedy,

Pres-ident, -federal 2,cscr-ve Bunk of Kan-

sas City:

The Board of Governors of the federal ReservetTystert
aPproves the alicntion of The First Trust Company,.

.?seloh, Missouri, for nenershia2.. in the. Federal Reserve Eys-

,"1, slibject to the conditions prescribed in the. enclosed
-Ltter which you Are requested to forward to the board of

cl.rectors of the institution. Two coles of such letter are
a4.80 enclosed, one of which is for -ye-cr files and the other
Of which you are requested to forvrd to the Comrlrissiener
°f Pinance for the State of iii6EOUr for his information.
0, It is noted that the latest ziendment to the Articles

Association of this Trust Compnn arovides for seven
Li-rectors, whereas the actual num:ber now serving, as indi-

tted 
in the members,hiz, e'yamination report, is nine. :vihile

le Missouri statutes (Ch. 39 BQ41; R.L. 1929 § )43:8) .

tl:°17-ide, in lieu. of an idricn to the :scticles of .ssocla-

ri °11) a procedure wherel)y stockholders at any ernivaL meetng

eZ change the number of the Trust Company's directors, such

nEe shall not become effective until unproved by the. Co:J.-

ril!sioner. The -papers submitted with this application do

indicate whether this statutory procedure has been fol.-
lied and the matter should be called to the hank" a ;attention

60 that apv)ronriate corrective Lction may be taken if necessary."• ,

Letter to The National City -Dank of New York, he.-w York,
,Ettl. 

1,ev. York,
ra

44g as follows:

This refers to your letter of E.rch 19')2, wherein
Yoll cm+

-L
, •
aby -ne a .ro.uosed 1111/:;sioll a the worl, now lerored

110,Your Trust Investment Conn!ttec u ci oro-uosal will 7in-
ror-'-ve creation of two or more trust investment committees

Re the Purposes described in sul,sectlon (c), section of

reetilation F. You have requested an oi_i-nliThn of the -Board

thearding the propr iety of the coutelibl:_tted. 0ction under

aPlaicable provis oiis of this Repulat on.

"Your letter relates that the Icx,,rd of directors of
.Y01.1r ,

uarlx has established a Trust Committee composed ( f
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"le ,ss tnan three members of the board. This committee h,ic
been, assigned the responsibilities outlined in subsectlen
(10), section C of licf;ultion Inudc]in,,, the Lencral su-
Pervision of the trust dertment, the determination of
the policies of such dertment and bru1 re;_„)onsibilities
relating to the investment of truE,t funds. 2.1so, in com-
Pliance with the requirements of subsection (c) of this
section, the bocIrd of directors has established a Trust
Investment Committee, comf,osed of not les;., than three
caDe:ble and experienced or-ricers on the ii,-1117, which is
stlbject to the direction 

• 
 the Truot Committee. The

!esponsfbilities and 1:unctions of the Trust Investment
uoltimittee ire lie those detailed in subsection (c).
i "You further state that the voluie or won i: devolv-
I nE upon the Trust Investment Committee is so great that
_rre efficient discharge of the necessary connittee func-
_i°11s. related to fiduciary account administration would

leslat if this work 1,ere divided -,mong two or more trust
nvestment conraitteeb. The inricclii.to result of this pro-
Ps°sed- committee rearranLement would be to place under the
rqervision of one trust inves's,nent courATAtee the ,ctions
trquired in connection with ens ion and profit sh%ring
„I-lets under administration b.:: -,:our bank, while the ad-
;Inistrative actions reMting te other personal trusts
1.11°I'llid be placed under the supervision of a separate trust
thvelItment committee. You also Lndicate the 

possibilityada;t1 in the future, it L)e,ir desirable to create
tlicLitional trust investment committees to share the ad-
therative functions relating to personal trusts in
ax tnterest of more effective committee attention to the
4Linistration or trust Investments.

It is the opinion of the 7-(),.:rd that an allocation of
c 1.1istrative functions among two or more trust investment
oZittees Le not inconsistent with the requirements, the

ent or the spirit of the applicable -provisions of lie-

funati°n F provided (1) the scope of responsibilities and

te llons of such trust investment committees does nOt ea-

that outlined in subsection (c), section t of

re,7,4-"ion F and does not impinbe upon the 1)r1mary, direct 47e

Z

e

ittee);

e_-v°nsibilitdes of the board o" directors (or its trust

(2) all such trust investment committees e2erLte
r clear policy directves from the board of directors
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(or its trust ccriricittce); (3) e_—ective measures are Edo-IT-Led
to promote coordinati_on cti-rjties of such crnaittee.-
th:cough liaison nemberchi: or otherwi_se; ahd (4) the actions
°f such trust investment coramittees are subject to review
and control by the board of directors."

unani:Lously, together
with the following letter to the :Presi-
dents of all Federal -1- eserve Banks:

4-he Board recently considered an incuiry from a no-
.L'icrial bank exercisIng trust pow'rs relative to the 3.-o-
121', 1-etY, under the provisions of section 6 of ,iegulation
llitl)oposal to create two or more trust investment con-
teesto share the work involved in discharLing the in-

vestnt administrative functions resluire(1 by sasection
tc). The inquiring hank stated that the volume of its

JIlet business is so great that those administrative fulic-
b-°11s required to be 'based upon collective j-tilument cannot
ae efficiently or effectively discharged by one ccumittee,
01,r1,d. that committee atitic i lating to dist inct types

trust busines s, such a: pension snd profit sharing,.

e2etli, might he sel)arated with increased administrativet5 might

of "The Board ex-)ressed the 01):11 7 on that an allocation
adiainistratIve functions ancnc- two or more trust invest-

is not inconsistent with the re(iuirenent
'lee intent or the spirit of the s.p-olica1,3e provisions of

f F provided (1) the scone of reL-onsibilit i ef

te l,cltions of such trust iiiref-;tmet ccsimtteos does 11(‘-t ey-
Ren' beyond that outlinedii ubsection () CCOi 

1 rf

re,.)ulation F and does not jn hre 1,-.flon the .i.2.41,ar1T, din ct-7t,

1n:P°11.s1bi1ities or the board of director:; (_) all such

,

fr'ectrIcnt committees operate under cleL,r policy directil.es
aja the board of flirectors; (3) eft'ective measures are
1111°Pted to promote coordination of activities of such corn-

the 
through lialE:rn membership or otherwise; /!n6 (4)

to  actions of such trust investment committees are subject

l'eview and control ly the board of directors.
In commenting on the considerations underlying ttsview

s on this question, the 7oar il noted that subsection

re:ti°n of Regulation F center in the board of directors

k-/)(311sibility for the - 1-IveL)trdent of trust funds, the die-
ion of trust investments, the supervision of the trust
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uePartment and the determination of the
department . 

,-01 1 c -I es of such
(c), necti on r of 1--Z( ri_lation F

sets forth the aclministr;Jtive functions of the trust in-
vectrilent committee, and also Throvides that this connittee
Illay have such additional duties re2atiLL to the trust de-
1,3ntrtment as nay be 1:re-cribed by the board of directors.

Practices of national benl,:s have not been un'for:1Wofith 
respect to the crea Lion of comitteeL for discharge

ep4th, e re slIons iThi -I 1 tt io b 7' ncl functions eiltlined in .A-1)-
8c —4°ns (b) and (c), secon 6 or R'.guis.tion F. Fuch

n the
i°111Mittee5

e
vary considerably in ham me, in copositn io snde
and nature of their assi,ned functions. for

li
ational

Etalliple 
scop 
, it is not unusual for the board of directors ofil

bank to delegate to the trust Investment con-
ee 

1e

tee; subject to reIiew b., the board, authority for
(1)1) 'rel sUpervision of rieluciary activities (subsection

' Drc)vt''ionc) in addition to the administrative l'unc-
th-L?"18 described in subsection (c). Under arrangements of
in111: Ifind, of course, the creation of two or more trust

ment committees would run counter both to the I-iur-
acp-s underlyin[, the -flrevisilns of the Regulation and to

a

e

-ePted organization Practice which are directed toward

detentral
rmination g

ization and continuity of authorityfor policy
and ereralacti/lit. ,-, g su])orvision of administrative

Ies.

V°111meun the other hand, corsiderations relntini to the
bank ' °r character of the trust business of a naL:!nn191

the Widely se];arated location of the bEnhinE
proc;;I's at which such businE.3s TS conducted, fre,juenti:

mmelit'",:e reason for ci-eatin,r ore than one trust -invest-
-ac„ onmittee, each of which would be limited in the

itE3 FIctiviti_es to those administrative func-
in subsection (c), section r or ReL;ttlation

la 
at
 is in such crises, and wLere a distinct separz-,ticr,

ain between directive and administrative re-
'10ilities, thct this rullY,7 is aplicable."

Letter to the
followc:

the Problem which has been rost troul]esome durinr
in
istratioh o" RrrrIllation 13 that concerned witn

Prosients of all Federal Reserve FJJiks, readinL,
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t-ecoridary 
borrowin, , hart cularly as such borrowin,-_, rda: In-

volve second mort - - c uple contrr,cts, &nd land
Contracts. 

-;

It is the 7;,,ard'f une7ctn.ndini- that some of the Fee.-
:1;a1 Reserve Pans are vin- r literP1 construction to sec-
.st'14-,,an 4(3) of the re,ulation, 7cuitlen
h-e:t if a Rel-ictrant w- or L-r -_, --c r.11-1 to ',now,t the tilt&
e considers er_tendID cr3dit, t'Irt there is outs-u-1,(7.'n
Qr will he outst'andin,-, flther crf-lit so that the aLLrc, at
?utstanding with roect to the ,ro ,,cty arceeds the nayi.1111
-1-°an value permitted 1 - the uion, then section 4(')
wjuld prohildt the larrmo ',n of cred't .-
11.17-.1e,it. Other 'Federal Ret'L.- e T .eve con:irued sec,

Jb) as l5iitin; the en-1 t or dit which - be extended

,v7rrilriC loan t-) ' -11 he 1,now th: t there° 8.1117 c' 
* 

Underv-t-1 _ tr, pi .
1r2ttc;r-TT-T_,777.; )t CC). 1 (1 _.91Le a ccri-

otalis) Or to he, , • u t u Ha, horrce2,

ce-!).,r than liet, LA. ail 1 -
eL'ine; the rut 1 ce 1 the -oro-perty.

10_ The d' rf 7 C111 Orn, ULuinG section F(') hcH 

clea 

,
jell oolikol cC 'ePA involvinfL sy5c Jid
„ '-; land conLv,ct„, 7 L, contracts, as well as _
e'er tYDes of -L

lle 
The Board a co-! *(leration to the

cist`
-, in en efforl, tc Lvelop uni in int-f_rcc, L'Thr

au to reduce LnequIL'4_, to
10 1.7j, the 'Poard is -j-v- 7-1, consideration to I-1Tng an in6Lf-
.retation as follows:
tra 'Por :purposes sootcn L(b) of Rec,ulation -,,,

fleea take !rite concider:JL'on oh1L-.creclit or
th be extenqE:d to 1,11(  applyinc ior ttc
it e ReCistrunt IL i -roili1,ite0 f..ection 6(a) of the
°11. from  etending pny crodit to Lush "borrower if ta

knows or hLt:, reason to know that, in order to eea10 the
„6111at10n, the borrower (1,.t U.her or cot a Tiecistrant) „„u, -

-veltieritlY is to e.-7.tt-nd credit (2:cee(1: Lhe maxinun 71 ---
mo ,ue of the rrofert-: in a ust.le" in-volve e cC

ItCaEe, sales contract, land contr,cU, lease or otherwise.
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raatter,
"Defore issuing an interpretation concerning this

WO should like to have the benefit of your views
rld
May 

should appreciate your sending them to reach us by
26."

Approved unanimously.

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




