
FEDERAL RESERVE BANK
OF DALLAS

Dallas, Texas, January 30, 1936.

To the Member or Nonmember 

Clearing Bank Addressed:

We are sending you herewith for your information copy o f a letter 

from  Chester Morrill, Secretary o f the Board o f Governors o f the Federal 

Reserve System, to F. G. Await, Deputy Comptroller of the Currency, 

Washington, D. C., in which is given the Board’s interpretation of certain 

provisions o f Regulation Q.

Yours very truly,

b . a . McK i n n e y ,
Governor.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



INTERPRETATION

BANKING ACT OF 1935

January 10 , 1936

Mr. F . G. A w ait,
Deputy Compgroller o f the Currency,
W ashington , D. C.

Dear Mr. A w ait:

T h is r e fe r s  to  you r l e t t e r  o f  December 18 , 1935, i n ­

c l o s i n g  a l i s t  o f  q u e s t io n s  r e la t in g  t o  the r e v i s i i o n  o f  R egu la ­

t i o n  Q, e f f e c t i v e  January 1 , 1936. The Board u n derstan ds th a t

t h i s  l i s t  o f  q u e s t io n s  was su bm itted  t o  you by M r . _________________ ,

V ice  P r e s id e n t  o f  t h e _______ N a tio n a l B a n k ,______________________ , and

in  a ccord a n ce  w ith  the s u g g e s t io n  w hich  you me.de o v e r  the t e l e ­

phone to  a member o f  th e  B o a rd 's  s t a f f ,  a copy  o f  t h i s  l e t t e r

has been sen t t o  Mr. _______________.

You ask  w hether a cco u n ts  in  the fo l lo w in g  names may 

be con tin u ed  as sa v in g s  d e p o s i t s :  "R ich ard  Roe by John D oe";

"John Doe and R ich ard  D oe"; "John D oe, T r u s te e " ; "John D oe, A t ­

t o r n e y " ;  "John Doe, E x e cu to r  o r  A d m in is tra to r  o f  R ichard  R o e 's

E s t a t e " ;  "John D oe, T r u s te e , E q u ity  Cause No. ________" ;  "John

D oe, Committee f o r _____________ ( i n s a n e ) " ;  " ________ , T r u s te e " ;

" _________ , E x e c u to r " ; "__________ , R e c e iv e r " ;  " _______________, G uardian

" _________, A d m in is t r a to r " ; and " ___________, A g e n t ."

Assuming th a t  such d e p o s it s  com ply w ith  a l l  o f  the 

o th e r  requ irem en ts o f  the d e f i n i t i o n  o f  sa v in g s  d e p o s it s  c o n t a in ­

ed in  s e c t i o n  1 (e )  o f  the r e v is e d  R e g u la tio n  Q, such d e p o s it s  

would be sa v in g s  d e p o s it s  i f  the  b e n e f i c ia l  in t e r e s t  t h e r e in  were 

h e ld  by one o r  more in d iv id u a ls  o r  by a c o r p o r a t io n ,  a s s o c i a t i o n
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or other organization operated prim arily f o r  r e l i g i o u s ; philan­

thropic 5 ch ar itab le ,  educational, fra tern a l or other s im ilar  pur­

poses and not operated fo r  p r o f i t .  It  is  the duty o f  a member 

bank to  ascerta in  the fa c ts  with regard to the b e n e f ic ia r ie s  o f  

such accounts and to c la s s i f y  as savings deposits  only the a c ­

counts in  which the b e n e f ic ia l  in terest  is  held by one or more in ­

d iv iduals  or by an organization o f  the type described above.

You present the question whether deposits o f  the fo l lo w ­

ing organizations may be c la s s i f i e d  as savings d ep os its ;  building 

and loan assoc ia tions  5 mutual f i r e  and l i f e  insurance companies;

Federal c red it  unions; and national trade a sso c ia t io n s ,  such as the 

United States Chamber o f  Commerce and National Lime A ssocia tion . In 

the opinion o f  the Board, deposits  o f  such organizations may not be 

considered as savings deposits  within the meaning o f  the d e f in i t io n  

contained in sect ion  1(e) o f  Regulation Q. It is  the view o f  the 

Board that such organizations are not operated prim arily  fo r  re ­

l ig io u s ,  ph ilan throp ic ,  ch ar itab le ,  educational, f ra tern a l or other 

s im ilar  purposes, and, th e re fo re ,  deposits  maintained by them may 

not be c la s s i f i e d  as savings d ep os its .

You a lso  ask whether deposits  o f  s o c ia l  clubs may be c l a s ­

s i f i e d  as savings d ep os its .  The term " s o c ia l  c lubs" is  so general 

that i t  is  impossible to make a ruling applicable  to a l l  such clubs. 

However, i t  is believed that small s o c ia l  clubs such as co l le g e  

f r a te r n it ie s  and s o r o r i t ie s  may be considered as organizations operated
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prim arily  f o r  fra tern a l purposes and not operated f o r  p r o f i t  and, 

accord in g ly , deposits  o f  such organizations may be c la s s i f i e d  as 

savings deposits  i f  they meet the other requirements o f  the d e f i n i ­

t io n .

In the opinion o f  the Board, an account in the name of a 

parent as trustee or agent f o r  a ch ild  may be c la s s i f i e d  as a savings 

deposit i f  i t  meets the other requirements contained in sect ion  l ( e )  

o f Regulation Q.

You a lso  ask whether deposits  o f "publications  of n on -p ro fit  

organizations" may be c la s s i f i e d  as savings d e p o s its .  I f  such non­

p r o f i t  organizations are operated prim arily f o r  r e l ig io u s ,  ph ilan ­

th rop ic ,  ch ar itab le ,  educational, fra tern a l or other s im ilar  purposes, 

and, i f  the publications  o f  such organizations are issued only as an 

incident to the fu l f i l lm e n t  o f  th e ir  purposes and net f o r  p r o f i t ,  

deposits  o f  such pub lica tions  may be c la s s i f i e d  as savings deposits  i f  

such deposits  meet the other requirements o f  the d e f in i t io n .

In the opinion of the Board, fore ign  government accounts and 

the accounts o f  th e ir  embassies or lega tion s ,  and quasi-government a c ­

counts, such as deposits  o f  Philippine funds and Shipping Board funds, 

may not be c la s s i f i e d  as savings deposits because such organizations are 

not operated prim arily f o r  the purposes stated in se ct io n  1(e)  o f  Regu­

la t io n  Q. The Board is  unable to  express an opinion at th is  time with 

regard to a deposit o f  the Pan-American Union since i t  does not have be- 

fe re  i-t necessary information re la ting  to such organ ization ,
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You also present several questions regarding the in terp re ­

ta t ion  o f  the d e f in i t io n  o f  in terest  contained in se ct io n  l ( f )  o f  

the revised Regulation Q. In view o f  the fa c t  that the Board has de­

ferred  the date upon which such d e f in i t io n  o f  in terest  becomes e f ­

f e c t i v e ,  pending act ion  by the Federal Deposit Insurance Corporation 

on i t s  regulations re la t in g  to the payment o f  in terest  on deposits 

by insured nonmember banks, i t  is not believed advisable to attempt 

to answer such questions at th is  time.

You ask to be advised as to the p e n a lt ie s ,  i f  any, under 

Regulation Q. Although no s p e c i f i c  penalt ies  are provided f o r  v io la ­

tions o f  such regu la tion , your atten tion  is  inv ited  to  the provisions 

re la t in g  to fo r fe itu r e  o f  the charters o f  national banks and f o r ­

fe itu re  o f  membership in the Federal Reserve System o f State member 

banks. In addition  to  such p rov is ion s ,  sect ion  30 o f  the Banking Act 

o f  1933 provides that the Board may remove d irectors  and o f f i c e r s  o f  

member banks fo r  continued v io la t ion s  o f  law or f o r  continued unsafe or 

unsound p ractices  in conducting the business of such banks.

Very tru ly  yours,

(Signed) Chester M orrill

Chester M o rr i l l ,
Secretary .




