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Gentlemen:

Your Committee was appointed to formulate a report 

stating briefly the reasons which make it desirable for the 

Secretary of the Treasury at an early date to designate the 

Federal Reserve Banks to act as fiscal agents of the United 

States, as authorized in Section 15, of the Federal Reserve Act*

The first paragraph of Section 15 reads as follows:

"Sec .15 •. The moneys held in the general fund 
of the Treasury, except the five per centum fund 
for the redemption of outstanding national**bank 
notes and the fund provided in this Act for the 
redemption of Federal reserve notes may, upon the 
direction of the Secretary of the Treasury, be 
deposited in Federal reserve banks., which banks, 
when required by the Secretary of the Treasury, 
shall act as fiscal agents of the United States; 
and the revenues of the Government or any part 
thereof may be deposited in such banks, and dis
bursements may be made by checks drawn against such 
deposits."

Pursuant to the request aforesaid your Committee offers 

the following memorandum:

First:
There is nothing which the Secretary of the Treasury 

could do which would contribute so much to the prestige of the 

Federal Reserve Banking System as to designate the Federal
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Reserve Banks t-o act as fiscal agents. 'While it is recog

nized that Mr. McAdoo, as an individual and Officer of the 

Government, has taken a very prominent part and has shown 

an active personal interest in the passage of the Federal 

Reserve Act, he has not^as yet, in his official capacity, 

done the one thing which, above all others, would show to 

the world the confidence the United States Government has 

in the system.

Second:
The practice of locking up in the Treasury large 

amounts of money is a clumsy and unscientific method, long 

since abandoned by other nations. Like sums in the Federal 

Banking System would be of much greater potency.

Third:
While the Federal Reserve Act does not abolish the 

Sub-treasury System, yet it was clearly the intent of Congress 

that the chief functions of the Sub-treasuries would be grad

ually taken over by the Federal Reserve System. If, there

fore, the Secretary of the Treasury should require the Fed

eral Reserve Banks to act as fiscal agents, such action would 

not necessarily imply that he contemplated the abolition of 

the Sub-treasuries, for the reason that, as has been pointed 

out at various times, the Sub-treasuries must still perform 

certain important functions* to wit: (l) The custody of

gold and silver coin on account of various reserve and trust 

funds of the United States and, (2) the redemption and ex

change of gold and silver certificates.
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Fourth:
The creation of a central clearing fund in Washing

ton by the twelve Federal Reserve Banks, through which all 

transactiohs between the Federal Reserve Banks may be cleared 

once a week, offers a most advantageous plan for the easy and 

prompt handling of Government fiscal transactions. A: very 

simple modus operandi might be developed if the Treasurer of 

the United States were to become a special participant in 

the operations of this clearing fund. All fiscal transac

tions of the Government could then be readily cleared on the 

books of the fund. Under this plan, all receiving and dis

bursing officers of the Government would keep accounts, either 

with a Federal kbserve Bank or a Reserve Branch BankKand when

ever it was desirable to keep an account at a point where there 

was no Reserve Bank with any member National bank. These 

accounts would be cleared through their Federal Reserve Banks 

and the Central Gold Clearing Fund.

Fifth:
The employment of the Federal Reserve Banks as fiscal 

agents, by discountinuing the use of National bank depositaries 

would greatly simplify Government records and Treasury accents. 

At most, the Treasurer would be required to keep twelve 

accounts in the Continental United States instead of some 

1500 deposit accounts, of which 850 are active. It is con

ceivable that, with the Central Clearing Fund, these twelve 

might be still further reduced to a single account, operating
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through the Central Fund.

Sixth:
While the Federal Reserve Banks are admirably con

stituted to act as fiscal agents of the Governmentt it is 

decidedly undesirable from the standpoint of the Federal 

Reserve Board that they should be required•to act in this 

capacity unless the Secretary of the Treasury feels reason

ably certain that this is a wise, permanent policy. The 

fact that it means the deposit of 250 to 300 millions of 

dollars with the Federal Reserve Banks means that the Sec

retary^ action will add greatly to the power of th& Federal 

Reserve Banking System, for the reason that every dollar 

deposited with the Federal Reserve Bank is, after allowing 

35% reserve against deposits and 40% reserve against note 

issue, potentially capable of an additional expansion of 

$162.50 for every $100 depositedi It is for the Secretary 

of the Treasury, therefore, to determine whether the funds 

in his charge shdll be deposited in National banks as at 

present, or in Federal Reserve Banks where their potentiality 

for the good of the general public is very greatly enhanced.

The service which the Federal Reserve Banks can 

render to the Treasury is an important one and should be ef

fective in reducing expenses in all sub-treasuries as well 

as in the Treasury Department itself. It will, of course, 

add very largely to the expense of the Federal Reserve Banks 

and for that reason as well as for others should not be
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entered into unadvisedly*

Seventh:
Under the Acts creating the First and Second Banks 

of the United States, these banks acted as fiscal agents and 

depositaries of all government funds. This is true of the 

great banks of all nations and constitutes the chief functional 

relation between the banks and the government. Under the 

National Banking Act of 1863 the necessities of the Federal 

Government growing out of the Civil War were the chief sub

jects of concern and therefore the National Banking System, 

then established, was created to Hake a market for Government 

bonds and to base an issue of National Bank currency on those 

bonds, at the same time taking away from Slate banks by 

taxation the right to issue bank notes. The Federal Reserve 

Act has created a new form of currency, based on commercial 

paper and a method which will gradually absorb United States 

Government bonds having the circulating privilege and replace 

National bank notes with the Federal Reserve notes, and Federal 

reserve bank notes. The reason for the existence of the 

National banks under the law can in future no longer be 

predicated upon the need of supporting Government creditt 

but must depend for constitutional basis upon the necessities 

of commerce between the States and the fiscal requirements 

of the Government.

If, as your Committee believes, it is of very great 

importance to preserve the integrity of the National Banking
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System per se and not to rely upon the Federal Reserve 

System with a membership consisting solely or chiefly of 

State banks and Trust companies, it is clearly most desir

able that the Federal Reserve Banks shall be named fiscal 

agents of the United States as soon as possible.

In conclusion, it is proper to say that your Con>- 

mittee does not suggest that this change be effected, ex

cept with careful thought and preparation* It is apparent 

from the study given the subject that, although the Federal 

Reserve Banks can undoubtedly take over many of the important 

functions of the Treasurer's office and of the Sub*treasuries, 

the work must be undertaken gradually and only after careful 

and thorough study of just what is to be done and finally 

accomplished. It would probably take fully a year and per- 

haps nearly two years to carry this out in an orderly way • 

and your Committee does not believe that the Board would be 

justified in undertaking the working out of these details 

unless the Secretary of the Treasury had considered the 

problem in its general aspects and decided whether he was 

favorable in a general way to the proposal.Digitized for FRASER 
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Your Committee has been glad to avail itself of the 

services of Mr. Herbert S. Woods, Acting Chief, Division of 

Efficiency, United States Civil Service Comihission, which, 

under the direction of Assistant Secretary Malburn, has been 

making special study of Treasury Bureaus, and we append for 

the information of the Board three separate memoranda, pre

pared by Mr. Woods, as exhibits. Your Committee has gone 

through these memoranda in some detail with Assistant Sec

retary Malburn and, while it is not prepared to endorse all 

the recommendations as made, and ventures to disagree with 

some of these suggestions, still these memoranda will be 

very useful to the Board or to any future Committee in work

ing out the details.

Respectfully submitted,

(Signed) t. A. DELANO

w. p. g. Harding

7/1 5 / 1 5
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July 2, 1915.

EXHIBIT "A”.
In response to your recent oral request for suggestions 

regarding the designation of Federal Reserve Banks as fiscal 

agents of the United States there is submitted herewith an out

line of the functions of the Treasurer of the United States and 

the Government depositaries, with a discussion of the feasibility 

of the Federal Reserve System^ taking over these functions, and 

of the possible ways of doing it* As a result of these consid

erations we venture the suggestion that the Board content itself 

for the present with requesting that the Reserve Banks be desig

nated as Government depositaries and that at least a majority of 

the National bank depositaries be discontinued. We believe that 

the Board can then develop a system that will make inevitable the 

discontinuance of the remaining depositaries arid everi of the sub

treasuries, and the transfer to the Board of a large part of the 

work now done in the Treasurers office at Washington.

Treasury Organization and Functions.

The fiscal business of the Government is now carried on 

by (l) the Treasurer of the United States and (2) Government de

positaries of three classes - (a) 11 mints and assay offices,

(b) 9 subtreasuries and (c) nearly 1500 depositary banks, of 

which 850 have active Government accounts and the remainder in

active accounts.

The Treasurer is the banker of the Government. He is the 

custodian of deposits made for (l) the Secretary of the Treasury 

as chief fiscal officer of the United States (2) Government dis

bursing officers, who maintain about twenty-one hundred active
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accounts (3) the Post Office Department and the Board of Trustees 

of the Postal Savings System, (4) the Comptroller of the Currency 

as agenit for creditors of failed National hanks, (5) Federal Re

serve Banks axl National hanks, who deposit funds with the Treas

urer under the laws that make him agent for the redemption of 

the notes of these hanks, (6) postmasters,who deposit postal funds 

to their own credit, and (7) clerks and other officers of courts 

who deposit to their own credit funds in the custody of the 

courts* Of these accounts those of postmasters (6) afld $ourt of

ficers (7), with balances aggregating about $15,000,000> are kept 

on the hooks of the subtreasuries and depositary hanks. The ac

counts of other depositors are kept on the books of the Treasurer 

of the United States in Washington. Deposits for credit in these 

accounts are received at suhtreasuries and depositary hanks, credit

ed to the account of the Treasurer and reported daily to Washington 

where they are charged to the depositaries and credited as direct

ed by the depositors. Similarly, warrants and checks against 

these accounts are cashed at suhtreasuries and depositary hanks, 

charged to the account of the Treasurer and remitted daily to Wash

ington, where they are credited to the depositaries and charged 

to the drawers.

In addition to the accounting officer there are attached 

to the Treasurer's office at Washington the Cash Room, the Redemp

tion Division ( for gold and silver certificates and United States 

notes ) and the Redemption Agency (for Federal reserve notes and 

National hank notes* )
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The Cash Room and the Redemption Division form together 

the equivalent of a subtreasury, hut in addition the Cash Room 

has charge of the reserve stock of gold and silver certificates 

and United States notes, and furnishes the Various subtreasuries 

with the certificates and notds needed to effect exchanges*

The mints and assay offices are the depositaries for the 

greater part of the coin and bullion held to.redeem gold and 

silver certificates. United States notes and Treasury notes 

( the remainder being in the subtreasuries ). This cbin and 

bullion is transferred to other depositaries t>n order of the 

Secretary or is paid out to persons depositing at the subtreas

uries currency and coin for redemption or exchange*

Besides being agents of the Treasurer for the receipt of 

deposits and the cashing of chedkd, the subtreasuries act as 

agents for the redemption and exchange of gold and silver certifi

cates, United States notes. Treasury notes, and minor coin. De

posits of currency and coin for redemption and exchange are usually 

received subject to count and are paid for by the most convenient 

Treasury office as soon as the amount of the deposit is verified.

In the meantime the deposits are carried on the books of the sev

eral Treasury offices as liabilities*

Only a small part of these transactions are redemptions of 

paper currency in coin or bullion. By far the larger part of the 

redemption and exchange business consists in exchanging one denomi

nation of paper currency for another and issuing new currency to re

place that which has become unfit for circulation.

fi
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It will thus he seen that the offices under the Treasurers 

supervision perform a number of distinct functions :

(l) Keeping accounts of moneys deposited for the United States, 

the disbursing officers of the Government, the Post Office Depart** 

ment, etc., and of the distribution of these moneys among the various 

depositaries.

(2) Receiving and keeping deposits to be credited to the accounts 

mentioned above, and cashing warrants and checks to be charged thereto,

(3) Keeping reserve stocks of the United States Paper currency, 

and exchanging one kind of denominatiQn of such currency for another, 

and ”fit" for *unfitM currency.

(4) Holding coin and bullion for the redemption of United States 

paper currency, and making such redemptions on demand.

(5) Holding the five per cent redemption funds and redeeming 

Federal Reserve notes in gold and National bank notes in lawful money.

Functions that Federal Reserve System can assume.

The Federal Reserve System can legally take over all of these 

functions except the last two which must be retained by the Treasurer 

since the law does not permit the various redemption funds to be de

posited in the reserve banks. About the assnaption of the strictly 

banking functions of receiving deposits, paying checks, and keeping 

depositor*s accounts there can be no question. The Reserve Banks 

can also, if they so desire, provide themselves with adequate stocks 

of United States paper currency and make exchanges for their member 

banks, as each National bank does to a limited extent for its cus

tomers. Moreover, there seems to be no legal reason why the Sec

retary of the Treasury should not designate the Federal Reserve
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Agents as custodians of reserve stocks of gold certificates* silver 

certificates and United States notes just as they sure now custodians 

of the reserve stocks of Fede\tel Reserve notes. If this were done 

the Federal Reserve Agents mi$rt make exchanges of currency to an 

unlimited extent for the reserve hank to which they are attached*

If they received their currency Supplies directly fro© the Bureau 

of Engraving and Printing* the Treasurer would be practically 

eliminated from exchange transactions*

The Reserve Banks can also reduce to a minimum the work of
! 1 a

the Treasurer in connection with the redemption of Federal Reserve 

nCtes and National hafak notes by reademing in gold* on demand* not 

merely their own notes but also those issued by other reserve banks, 

and by redeeming National bank notes in lawful money for their mem* 

ber banks. They can sort redeemed bank notes into those fit for 

circulation and those unfit* treat the fit like paid .checks of 

the issuing banks and make at least a partial sort of the unfit 

before remitting them to Washington* On their receipt in Wash

ington the Treasurer might instead of paying for them* authorize 

the Reserve Bank to make the proper charges against the banks 

whose notes had been redeemed* or* if such banks belonged^to other 

Reserve districts* against their Federal Reserve Banks*- . The 5$ 

redemption fund would then remain in the Treasurer*s custody prac

tically intact, since most banks would find it more convenient to 

send notes to their Federal Reserve Bank for redemption than to

the Treasurer,
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When this condition has been brought about it would seem that 4 : 9 0  

Congress might easily be persuaded to repeal the law directing banks 

to make their 5 per cent deposits with the Treasurer, and require 

these deposits to be made instead with the Federal Reserve Banks*

II, also, the Treasurer did not have Federal Reserve notes present

ed to him lor redemption it would soon become apparent that the de

posits with the Treasurer for the redemption oI Federal Reserve 

notes were unnecessary*

The Reserve Banks can also assist, if they wish to, in the 

redemption of United States paper currency in coin and bullion*

They can do this in two ways s

Cl) By receiving deposits of paper currency for redemption, 

certifying the amount to the nearest Treasury office having a Supply 

of the coin or bullion desired, and then remitting the currency to 

Washington for cancellation if unfit for circulation or for return * 

to reserve stock if fit*

(2) By providing themselves with adequate stocks of coin and 

bullion and making redemptions themselves for accommodation of their 

member banks* Under this plan they might be compelled at times to 

present the redeemed certificates to Treasury offices in exchange 

for coin or bullion, but it seems probable that this would not be 

generally necessary, as the gold taken in would probably in the long 

run almost equal the gold paid out*

There would of course be no advantage to the Reserve Banks 

in assuming these redemptions and exchange functions, except as 

it would strengthen their position and give them good grounds for 

claiming the largest possible amount of Government deppsits* It 

might also facilitate the substitution of Federal reserve notes 

for United States paper currency, since the banks would sometimes
Digitized for FRASER 
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be able to pay out Federal reserve notes in exchange for gold 

certificates, silver certificates and United States notes* They 

might also prevent the issue of additional gold certificates to 

replace those which are redeemed in order to obtain gold for ex

port and for use in manufactures. The supply of gold in the 

Treasury is replenished largely by the purchase of bullion 

by the mints and assay offices* This bullion is paid for by 

checks, and gold certificates are issued against it only as 

needed to make disbursements. If Government disbursements Wei's 

made wholly by checks on the Federal reserve banks it would not 

be necessary to issue gold certificates to replace those re

deemed in coin and bullion* The coin and bullion could instead 

be deposited in the Reserve Banks, which could issue their notes 

against it* The ends, however, might be obtained if the United 

States continued to hold the coin and bullion and issued order 

gold certificates to the Reserve Banks instead; but under these 

circumstances the banks would not establish themselves so firm

ly as a necessary part of lithe United States fiscal system, nor 

relieve the United States cf the same expense.

The Government^ probable Requirements and Methods 

of Meeting Them.

The Federal Reserve Banks can hardly expect the Secretary 

to designate them as fiscal agents and to deposit with them the 

entire hundred and fifty to two hundred million dollars available 

for that purpose unless they can perform efficiently and economic

ally ( from the Government's standpoint) the functions now per

formed by the Treasurer and to Government depositaries. As a part
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of the expense of transferring the deposits to the Federal Re

serve Banks must he reckoned the loss of more than a million dol

lars a year now collected as interest from depositary hanks. A- 

%ainet this loss the promise of excess profits from the operation 

of Federal Reserve Banks will be a doubtful offset. The offset 

mijst he sought instead in the reduction of the expenses of the 

Treasurer*s office and the subtreasuries. The total cost of op

erating the Treasurer’s office is about $450,000 a year, exclud

ing the amount reimbursed by National banks. The cost of op

erating the subtreasuries is over $650,000 a year. It is pos

sible that the Federal Reserve Banks could save enough of this 

to nearly compensate the Government for the 5-oss of the interest 

now collected on Government deposits. At the same time* however, 

the Reserve Banks must demonstrate their ability to perform the 

work as satisfactorily as it is now performed* To accomplish this 

it is believed that the following requirements must be met :

(1) The accounts must be centralized at Washington. This 

was done by the Treasury Department about two years ago and since 

the new plan has gotten into smooth operation it has proved so 

satisfactory that in our judgment it would not be wise to return 

to a decentralized system.

(2) Arrangements must be made that will insure the cashing 

of Government checks at par in all parts of the United States and 

the prompt transmission of such checks to Washington to be charged 

to the drawer's account.

(3) Arrangements must be made to accept Government deposits 

at every point in the United States where it is convenient for . 

collecting officers to make them, and to report the receipts promptly 

to Washington for credit in the Government's account.Digitized for FRASER 
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It is obvious that the Federal Reserve Batiks cam not themselves 

meet these requirements* They must utilise their member banks 

for the purpose and before the Board requests the Secretary to 

designate the Reserve Banks as fiscal Agents we 3UggeSt that it 
wuld be advisable to work out in detail a plan for accomplishing 

this* In this connection, the following suggestions are made :

(1) Deposits by Government officers in a member bank can 

be credited to the Federal Reserve Bank, or transmitted to the 

Federal Reserve Bank by draft or in cash* In any caSe it would 

be necessary for the member bank or the Federal Reserve Bank to 

bear the expense of such transactions.

Duplicates of the receipts issued to the depositors 

must be transmitted promptly to Washington by the receiving member 

bank for credit in the Government*s account, TO permit such credits 

to be delayed by coming through a Federal Reserve Bank would, it 

is believed, be unsatisfactory to the Treasury department* The 

Federal Reserve Banks could later confirm the report of such de

posits on receipt of advice from the bank accepting the deposit; 

or the Washington office might certify the deposits to the proper 

Federal Reserve Bank,

(2) Government checks paid by a member bank can best be 

charged to the proper Federal Reserve Bank to be credited by that 

bank to the member banks* reserve account.

The checks should be forwarded promptly to Washington 

to be charged to the drawer*s accounts, a duplicate of the transit 

letter only going to the Federal Reserve Bank. On receipt of '

—9>» .
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this duplicate letter the Federal Reserve Bank would charge the 

Government account, hut such charges would he subject to verifi

cation from Washington, On proving the checks against the trans

it letters the Washington office would credit the Federal Reserve 

Bank and report to it the total payments hy each member hank. Any 

plan that we can think of would not merely delay the char

ges in the depositor^ accounts hut would add greatly to the ag

gregate amount of labor required for handling the Governments 

checks, ( which number about 25,000 a day ).

In order to keep the depositors* accounts centralized at 

Washington, such accounts must either be left with the Treasurer 

and the Reserve Banks designated as depositaries to perform the 

same functions that National Bank depositaries now perform, or 

else the Reserve Banks must establish a central agency through 

which they can jointly keep the accounts of the Government de

posits.

The adoption of the latter plan would take away from 

the Treasurer all of his work except that of redemption agent for 

paper currency. The office would then hardly deserve the title 

of Treasurer. It is unlikely, however, that Congress will abol

ish the office or alter the designation. Unwillingness to do so 

might result in opposition to the plans of the Federal Reserve 

Board to take over the work.

Two solutions of this difficulty suggest themselves :

(l) The Treasurers duties may be changed to correspond 

with those of the Treasurer of a private corporation; that is, in

stead of being, as at present, the officer who holds the deposits 

of the United States he may be made the officer who controls the 

deposits of the United States with the Federal Reserve System,Digitized for FRASER 
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This position is now occupied by the Assistant Secretary of the 

Treasury in charge of financial bureaus. He draws, or authorizes 

disbursing officers to draw, the checks by which substantially 

all government disbursements are made* This office might be com

bined with that of Treasurer. The incumbent of the combined office 

would control the deposits of the United States with the Federal 

Reserve System, with the mints and assay offices, and with such 

subtreasuries as prove to be necessary to carry on the business 

of redeeming paper currency.

The second solution! would be for the Treasurer to retain 

his present functions but to exercise them partly as Treasurer of 

the United States and partly as Treasurer of the Federal Reserve 

Board* In the latter capacity he might have charge of. the Gold 

Settlement Fund, of the Government accounts, and of such other fis

cal business of the Federal Reserve System as it proved desirable 

to transact; through a central office. By this plan the organization 

and machinery in Washington need not be radically disturbed. The 

prime question would then become the proper division of the expenses 

of the Treasurer*s office between the Federal Reserve System and 

thil United States.

It is not clear that legal authority would be required 

to carry out either of these plans. The principal question that 

would arise in connection with the first plan is whether the Sec

retary can delegate to the Treasurer the duties imposed on him by 

law, which he now delegates to the Assistant Secretary in charge 

of finances. The principal question that would arise in connection 

with the second plan is whether the Treasurer of the United States

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



can accept an appointment as Treasurer of the Federal Reserve 

Board and too, to some extent at least, the same clerks, the same 

vaults, etc., in his two capacities. The second plan would prob

ably be the ®asier to carry out.

Suggestions.

The changes discussed herein would be radical and 

far reaching, and it would be difficult to have them made at one 

step. T7e believe that it would be wiser to request the Secre

tary of the Treasury to designate the Reserve Banks as Govern

ment depositaries, at the same time discontinuing as many as 

possible of the present National bank depositaries. The Re

serve Board can then develop a system whereby the Reserve Banks 

through their member banks will receive deposits and pay checks 

at any point in the United States. If such a system works sat

isfactorily there will be no need for any other depositaries 

than the Federal Reserve Banks except such Government offices 

as may be necessary to redeem and exchange paper currency.

If the Reserve Banks keep a joint account with the 

Treasurer through a central agency in Washington, it will be 

obvious that they might as well keep instead the accounts of 

the various depositors and relieve the United States of that 

expense. The accounting work in the Treasurer*s office would 

then become unnecessary.

If it were desired to go further, the next step would 

be to request the Secretary of the Treasury to supply the Federal 

Reserve Agents with reserve stocks of gold and silver certificates

‘-12-
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and United States notes,, and take over the exchanges of United 

States paper currency as far as possible. The Federal Reserve 

Banks might also supply themselves with stocks of gold coin 

and bullion and redeem United States currency for member 

banks, and through them for exporters, jewelers, etc. Such 

action, if successfully carried out, would so reduce the work 

of the subtreasuries that the question of discontinuing them 

would come up without any suggestion from the Board and the 

Reserve System would be left in practically the same relation 

to the United States Government that the National banks of the 

great European nations occupy to their Governments.

Very respectfully,

(Si,p©d) Herbert S. Uoods,

Acting Chief,
Division of Efficiency.

7/15/15
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July 3, 1915

E X H I B I T  "B»

MEMORANDUM FOR MR. DELANO, VICE GOVERNOR, FEDERAL 

RESERVE BOARD;

In reply to your request for suggestions regarding the 

settlement of accounts between Federal reserve banks and the 

Treasurer of the United States through the gold settlement 

fund, I beg to state that the following are the only plans 

that occur to us for making such settlements without daily 

cash payments:

(1) For the Treasurer to contribute to the gold settle

ment fund; that is, to maintain a deposit in gold with the 

Federal Reserve Board.

(2) For the Federal Reserve Board to deposit the whole 

cpr part of the gold settlement fund with the Treasurer.

(3) For the Treasurer to be represented in the gold 

settlement fund by a United States depositary (either a 

Federal reserve bank or a member bank acting through its 

Federal reserve bank); that is, for the Treasurer to clear 

through a depositary bank designated as his agent for the 

purpose.

(4) For the Federal Reserve Board to deposit the whole 

or a part of the gold settlement fund with a United Spates 

depositary bank (either a Federal reserve bank or a member bank).
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Plan 1 - For the Treasurer to cake a deposit with the 

Federal Reserve Board. There is no specific authority of 

law for the Treasurer to deposit Government moneys with the 

Federal Reserve Board. However, since the law authorizes 

the deposit of Government moneys with the Federal reserve 

banks, it is probable that they can legally accept such de

posits jointly through an agent designated for the purpose. 

This agent might be the same officer of the Federal Reserve 

Board who is charged with the custody of the gold settle

ment fund.

Plan 2 - For the gold, settlement fund to be deposited 

with the Treasurer. There is apparently no authority of 

law for the Treasurer to receive deposits from the Federal 

Reserve Board or the Federal reserve banks, except deposits 

of public moneys and deposits to redeem Federal reserve notes. 

It is suggested, however, that the Treasurer might legally 

be appointed as the Treasurer of the Federal Reserve Board, 

and as such custodian of the gold settlement fund. In this 

capacity he might properly receive from the Treasury Depart

ment the same facilities in the way of vault room, etc*, 

that have in the past been extended by the Department to the 

Federal Reserve Board and to the Federal reserve banks, It 

would be necessary for the Treasurer to make separate state

ments of the funds he hpld as Treasurer of the Federal Reserve 

Board and the funds that he held as the Treasurer of the 

United States. It would not be necessary, however, to }tsep
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the cash physically separated since but one kind of cash- 

gold - would be held for the Board.

Plan 3 - For the Treasurer to clear through a depositary 

bank. This plan would probably be unsatisfactory unless 

there was a branch Federal reserve bank in Washington that 

could represent the Treasurer directly in the gold settle

ment fund. Even then it would be less satisfactory than 

either the first or second plan.

Plan 4 - For the gold settlement fund to be deposited 

with a United States depositary. If the deposit were made 

with a Washington,bank (either a branch Federal reserve 

bank or a member bank) transfers between the Treasurer's 

account and the Board's account could easily be made. It 

is assumed, however, that the Board would be unwilling to 

deposit any part of the gold settlement fund either with a 

Federal reserve bank or with a member bank.

Whether it would be better for the Treasurer to make 

a gold deposit with the Federal Reserve Board or for the 

Board to maintain a gold deposit with the Treasurer depends 

on the policy adopted with reference to the Government’s 

fiscal business* This matter is discussed in a separate

memorandum.
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J u ly .6, 1915.

MEMORANDUM FOR MR* DELANO:

The following is a brief statement of the principal 

points in the memorandum submitted to you this morning rela

tive to the designation of the Federal Reserve Banks as fis

cal agents of. the Government:

The work of the Treasury that the Reserve banks might 

take over may be divided into three general classes:

(1) Receiving and holding Government deposits and cashing 
Government checks;

(2) Keeping depositors* accounts;*
(3) Redeeming and exchanging paper currency. (l)

(l) Receiving and holding Government deposits and 
cashing Government checks.

The Secretary of the Treasury will doubtless be glad 

to designate the Federal Reserve Banks as United States depos

itaries to receive and hold Government deposits and cash Gov

ernment checks, and he will probably be willing to discontinue 

other national-bank depositaries as soon as the Federal Reserve 

Banks demonstrate their ability to handle the business satis

factorily. To do this the Reserve Banks must make use of their 

member banks for receiving deposits and paying checks; and it 

would be well for them to accept the Government's account joint

ly through a Washington agon;.-.
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(2) Keeping depositors* Accounts*

Taking over depositors’ accounts and receiving the 

Government’s deposit through a Washington agent would result 

in transferring to the Federal Reserve System the greater part 

of the accounting work of the Treasurer's office. The sim

plest way to do this seems to he to adopt the Treasurer’s of

fice, as it were, by designating the Treasurer as treasurer of 

the Federal Reserve Board.

(3) Redeeming and Exchanging Paper Currency.

Taking over the work of redeeming and exchanging

United States currency, Federal Reserve notes, and national- 

bank notes would result in the discontinuance of the subtreas

uries and of the Treasurer's office as it is now constituted. 

The change could be most easily effected by the voluntary as

sumption of redemption and exchange work by the Reserve Banks.

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




