
FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6870 

A p r i l 22, 1931. 

SUBJECT: A p p l i c a t i o n s f o r Trust Powers. 

Dear S i r : 

In 1915 t h e Federa l Reserve Board addressed a l e t t e r t o 
t h e Fede ra l r e s e r v e agen ts of t h e v a r i o u s Federa l r e s e r v e "banlcs 
s e t t i n g f o r t h c e r t a i n p r i n c i p l e s f o r t h e i r guidance i n making 
recommendations t o t h e Board on a p p l i c a t i o n s of n a t i o n a l "banks 
f o r a u t h o r i t y t o e x e r c i s e t r u s t powers. A t t e n t i o n i s a g a i n i n -
v i t e d t o t h i s l e t t e r , copy of which I s a t t a c h e d . 

The p rocedure i n hand l ing t he se a p p l i c a t i o n s h a s s i n c e 
"been anended, i n t h a t t h e Federa l r e s e r v e agen t s now t r a n s m i t them 
w i t h a recommendation of t h e Execut ive Committee or Board of Di -
r e c t o r s of t h e i r r e s p e c t i v e "banks. In most c a s e s , however, l i t t l e , 
i f any, i n f o r m a t i o n i s g iven the Board as t o the "basis of t h e 
recommendation, o the r t h a n i s f u r n i s h e d i n the a n a l y s i s , which ac -
companies t h e a p p l i c a t i o n , of t h e r e p o r t of t h e l a s t examinat ion 
of t h e app ly ing hank. The Board f e e l s t h a t i t should have t h e 
"benefit of more d e t a i l e d comment f rom t h e Fede ra l r e s e r v e agen ts 
r ega rd ing t h e c o n d i t i o n of an a p p l i c a n t bank, the need of t h e com-
munity which i t s e rves f o r t r u s t powers, the c h a r a c t e r of i t s gen-
e r a l management and, p a r t i c u l a r l y , w i t h r e f e r e n c e t o t h e type of 
s u p e r v i s i o n which w i l l "be g iven t o t r u s t a c t i v i t i e s i f and when 
a u t h o r i z e d "by t h e Board. The Board r e q u e s t s , t h e r e f o r e , t h a t t h e 
Fede ra l r e s e r v e agen t s h e r e a f t e r supplement each such r e p o r t w i th 
a s ta tement a s t o t h e reasons f o r the recommendation made, and 
s p e c i f i c i n f o r m a t i o n as t o the q u a l i f i c a t i o n s and exper ience of 
t h e pe r son or pe r sons s e l e c t e d t o d i s cha rge the d u t i e s of t r u s t 
o f f i c e r i n t h e a p p l i c a n t "bynk. 

Very t r u l y y o u r s , 

E. M. McClel land, 
A s s i s t a n t S e c r e t a r y . 

Enc losu re . 
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C O P Y September , 1915. 

Fede ra l Reserve Agent , 

S i r : 

By d i r e c t i o n of t h e Board t h i s l e t t e r i s s en t f o r your 

guidance i n p a s s i n g upon t h e a p p l i c a t i o n s of Na t iona l hanks f o r 

t h e p r i v i l e g e of e x e r c i s i n g the powers of t r u s t e e , r e g i s t r a r , 

executor and a d m i n i s t r a t o r . 

A l l a p p l i c a t i o n s from apply ing banks must he t r a n s m i t t e d 

f i r s t t o t h e Fede ra l Reserve Agent of the d i s t r i c t i n which the 

"bank i s l o c a t e d , who w i l l forward t h e a p p l i c a t i o n s w i t h h i s recom-

mendat ions , t o t h e Federa l Reserve Board. The F e d e r a l Reserve 

Agent i n making h i s recommendations i s expected to t a k e i n t o con-

s i d e r a t i o n t h e gene ra l s t and ing of the hank, c h a r a c t e r of i t s 

management and i t s f i t n e s s to e x e r c i s e t h e f i d u c i a r y powers app l i ed 

f o r , a s we l l as t h e b e n e f i t s t h a t t h e community i n which t h e hank 

i s l o c a t e d w i l l he ap t to r e c e i v e from the e x e r c i s e of such powers 

hy the hank . Spec ia l weight w i l l he g iven by t h e F e d e r a l Reserve 

Board t o t h e approval or d i sapprova l of the Fede ra l Reserve Agent. 

A p p l i c a t i o n s t h a t a r e recommended by him f o r approval w i l l he r e -

f e r r e d hy t h e Board t o a committee which, a f t e r a c a r e f u l examination 

of t h e r e c o r d s on f i l e i n the o f f i c e of the Comptrol ler of t h e Cur-

rency r e l a t i n g to the b u s i n e s s and the management of the bank, w i l l 

r e p o r t t o t h e Board f a v o r a b l y or m&marsely, as t h e case may b e , upon 

t h e a p p l i c a t i o n . 
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In a d d i t i o n to t h e p o i n t s above o u t l i n e d , t he Boa rd ' s com-

m i t t e e cons ide r s t h e s t r e n g t h of the bank as shown by i t s s t a t ements 

and by t h e examiner ' s r e p o r t s , and e s p e c i a l weight i s a t t a c h e d t o 

the observance on t h e p a r t of the bank of the requi rements of law \ 

and of the r e g u l a t i o n s and admonitions which a r e sen t out ' f rom t ime 

t o time by t h e Compt ro l l e r ' s o f f i c e . 

I t i s n o t , as r u l e , deemed a d v i s a b l e t o g ran t p e r m i t s 

f o r t h e e x e r c i s e of f i d u c i a r y powers t o a Na t iona l bank, 

(1) Where i t s su rp lu s does not amount t o a t l e a s t 20$ of 
i t s c a p i t a l s tock ; 

(2) Where r e p o r t s show t h a t i t i s ca r ry ing an exces s ive 
amount of p a s t due or d o u b t f u l pape r ; 

(3) Where i t i s c a r ry ing r e a l e s t a t e loans not a u t h o r i z e d 
by law; 

(4) Where i t i s shown t h a t t he bank i s i n the h a b i t of 
g r a n t i n g excess ive o v e r d r a f t s con t inuous ly ; 

(5) Where the loans of the bank a r e not well d i s t r i b u t e d , 
by r eason of an excess ive p r o p o r t i o n of t h e 
t o t a l loans having been g ran ted to a few i n t e r e s t s 
or where loans made to o f f i c e r s and d i r e c t o r s a r e 
too l a r g e i n p r o p o r t i o n to the t o t a l amount of 
l o a n s , or a r e not wel l secured . 

(6) Where t h e examiners have r e p o r t e d t h a t t h e d i r e c t o r s 
do not d i r e c t or a r e l a x or n e g l i g e n t i n t h e i r 
a t t endance a t Board meetings or i n g i v i n g a t t e n -
t i o n t o the bank ' s management and d i r e c t i o n . 

F e d e r a l Reserve a g e n t s , i n making t h e i r recommendations, 

a r e expec ted t o pay p a r t i c u l a r a t t e n t i o n to the s t r e n g t h of t h e 

management of t h e bank from a moral s t a n d p o i n t , and should d e c l i n e 

t o recommend any a p p l i c a t i o n where they f e e l t h a t t h e o f f i c e r s of 

the bank as i n d i v i d u a l s , would not be worthy of be ing e n t r u s t e d w i th 

the management of t r u s t funds or t h e a d m i n i s t r a t i o n of e s t a t e s . 

R e s p e c t f u l l y , 
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