
FEDERAL RESERVE BOARD X - 4 5 A 7 

WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

Apr i l 16, 1926. 

SUBJECT: Exerc i se of Trust Powers by Nat iona l Banks. 

Bear S i r : 

There i s enclosed he rewi th , copy of a l e t t e r 
r e c e i v e d from the Chairman of the Federa l Reserve Bank 
of Cleveland, which i s s e l f exp lana to ry . The Board has 
heon g iv ing cons ide rab l e thought to the ques t ion of the 
g r a n t i n g of a u t h o r i t y to n a t i o n a l hanks to exo rc i s e 
f i d u c i a r y powers , the manner i n which the departments 
i n the hanks a r e conductod and the method and ex ten t of 
s u p e r v i s i o n and examinat ion; The l a s t mentioned phase 
of the ques t i on has been taken up wi th the Comptrol ler 
of the Currency, who l i kewise has been cons ide r ing the 
m a t t e r , and i t i s hoped t h a t w i th in a s h o r t time some 
e f f e c t i v e p l a n of examination w i l l - b e worked o u t . 

I n the meantime, the Board would l i k e to have 
your views and those of your d i r e c t o r s on the sugges t ions 
con ta ined i n Mr. DeCazsp's l e t t e r , which commend themselves 
to t h e Board. We would be p l e a s e d to r e c e i v e i n a d d i t i o n 
any o t h e r sugges t ions which you or your d i r e c t o r s may c a r e 
t o o f f e r . 

Very . t ruly yours , 

Edmund P i a t t . 
Vice Governor. 

(Enc losure ) 
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A p r i l 13, 1926 

Fede ra l Reserve Board, 
Washington, D. C. 

Gentlemen: 

Under da te of A p r i l 10 we forwarded to your Board a p p l i c a t i o n s 
of the and th„e f o r pe rmiss ion to exo rc i se f i d u c i a r y powers, 
wi th the f a v o r a b l e recommendations of our Execut ive Committee. 

In our recommendations we suggested t h a t the t r u s t departments 
of these i n s t i t u t i o n s should he under the supe rv i s ion of t r u s t committees 
c o n s i s t i n g of members of the Boards of D i r e c t o r s of the r e s p e c t i v e banks . 
In making t h i s sugges t ion i t i s not the purpose of our committee to q u a l i -
f y i t s recommendations i n any way. . . . 

At each meet ing of our Execut ive Committee we cons ider from one 
to t h r e e a p p l i c a t i o n s f o r pe rmiss ion to e x e r c i s e f i d u c i a r y powers. The 
f requency with which these a p p l i c a t i o n s come t o - u s sugges ts the thought 
t h a t the app ly ing bank may not i n every i n s t ance f u l l y a p p r e c i a t e the 
importance of t h e f u n c t i o n s which i t seeks or perhaps the r e s p o n s i b i l i t i e s 
i nvo lved . Regard less of whether or not the app ly ing bank i s i n any way 
s u b j e c t i n g i t s e l f to c i s t t ic i sm by the Department of Examination or the 
Compt ro l l e r ' s o f f i c e , we b e l i e v e t h a t the g r a n t i n g of f i d u c i a r y powers 
should c a r r y wi th i t an u rgen t sugges t ion to the e f f e c t t h a t the manage-
ment of a t r u s t department should meet wi th e s p e c i a l l y c lo se supe rv i s ion 
and t h a t t h e importance of t h i s department should be impressed upon the 
Board of D i r e c t o r s of the app ly ing bank. 

Another phase of t h i s quest ionrwhich we th ink w i l l come under 
t h e immediate concern of the Compt ro l l e r ' s o f f i c e and the Department of 
Examination i s the ma t t e r of p r o v i d i n g f o r proper i n v e s t i g a t i o n or examina-
t i o n of the department a f t e r i t i s in o p e r a t i o n . This a p p l i e s , of course , . 
to both n a t i o n a l and s t a t e r n e n b e r banks . 

I t i s no t the d i s p o s i t i o n of our committee to suggest a method 
of procedure on the p a r t of the o f f i c e of the Comptroller of the Currency 
n o t to o u t l i n e a p o l i c y , but we a r e impressed wi th the very impor tant p l ace 
whidh a t r u s t department occupies i n the gene ra l conduct ©f the a f f a i r s of 
our banks. 

These m a t t e r s have had s e r i o u s and d e t a i l e d d i s c u s s i o n a t the 
l a s t s e v e r a l meet ings of our Execut ive Committee, and I have been r eques t ed 
by the committee to p l a c e i n the hands of your Board i t s views wi th r e s p e c t 
to t h e g r a n t i n g of t h e s e powers. 

Very t r u l y yours , 

( s ) Geo. DoCamp, 
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