FEDERAL RESERVE BANK
OF DALLAS

R.R..GILBERT
PRESIDENT

Dallas, Texas, June 25, 1945

To all State Member Banks in the
Eleventh Federal Reserve District:

Attached hereto is a statement of the Board of Governors of
the Federal Reserve System under date of June 22, 1945, with
respect to the absorption of exchange charges, which is self-
explanatory.

In accordance with an understanding between the Comp-
troller of the Currency, the Board of Governors, and the
Federal Reserve Banks, applicable to all member banks, any
member bank which absorbs exchange charges for depositors
will be expected to keep an adequate record of such transac-
tions, showing the amounts and dates thereof and the names of
the depositors concerned.

This record, in the case of State member banks, will be
inspected by the examiners of the Federal Reserve bank at
the time of all future examinations after August 1, 1945. A
similar letter is being sent to all Nationa! banks by the Comp-
troller of the Currency.

Your cooperation in this matter will be appreciated.

Yours very truly,

RAR A Ll

President

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



BOARD OF GOVERNORS
OF THE
FEDERAL RESERVE SYSTEM
WASHINGTON 25, D. C.

June 22, 1945

To All Member Banks of the Federal Reserve System:

Subjeet: Absorption of Exchange Charges.

The Board of Governors of the Federal Reserve System
wishes to invite your attention to the provision of the Fecderal
Reserve Act prohibiting member banks of the Federal Reserve System
from paying interest on demand deposits "directly or indirectly,
by eny device whatsoever!', This provision authorizes the Board
to determine what shall be deemed to be a payment of interest and
to prescribe such rules and rogulations as it may deem necessary
to efflectuate the purpcses of this provision and prevent evasions.
The Board's Rogulation "Q" provides that "within this regulation,
any payment to or for the account of any depositor as compen-
sation for the use of funds constituting a deposit shall be con=-
sidered interest".

In developing a program for the onforcement of this pro-
vision of the law with rospect to cases involving the absorption
of oxchange chargss, it has been pointed out that the discontin-
vance of tho practice of absorbing such chargos in ordor to con-
form to tho law involvos the quostion whother and to what extent
trivial items may be disrcgarded and also the fixing of a period
of time within which the banks concerned may adjust their practices
and, if desirablce, advise customers affocted.

It will be expected that no member bank in any case will
utilize the absorption of exchange charges as a device for compan-
sating a depositor for the usc of funds in order to obtain or retain
demand deposits, but the absorption of such charges in amounts aggre-
gating not more than §2.00 for any one depositor in any calendar
month or in any other regularly established period of 30 days will
be considered as trivial and will be disregarded, provided the bank
keeps such rcecords as the appropriate supervisory authority may re-
quire for reconcilement purposes., It should be clearly understood,
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howover, that if it is ascertained that any member bank has engaged
in the practico of absorbing exchange charges in amounts aggregating
moro than $2,00 for any one depositor in sny calendar month or in
any other regularly cstablished poriod of 30 days, it will be pro=-
sumed that tho law has beon violated,

The DBoard:has also docided that adoquate time for such
adjustments as may bo necossary or dosirable in order to conform to
this doeision will bo afforded by fixing August 1, 1945 as the dato
on and after which all member banks will be oxpected to comply with
this provision of the law. The Comptroller of the Curroency and tho
Board of Governors arc in agrooment that if after that date it is
ascertained that any momber bank, notional or Stato, is absorbing
oxchange charges in violation of the law as oxplained heroin, the
noasurcs of enforcemont provided by law will be invoked.

This letter is boing sent to cach mombor bank of the Fed-
eral Roserve Systom.

Very truly yours,
(Signod) Choster Morrill

Choster Morrill,
Seerotary





