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FEDERAL RESERVE BOARD

WASHINGTON

ADDRESS OFFICIAL. CORRESPONDENCE TO
THE FEDERAL RESERVE BOARD

X-4og3 ‘
June 11, 1924.

x SUBJECT: Necessity for Individusl Sur ety Bonds for
: Federsl Reserve Agents snd Assistent Federsl
Reserve Agents.

Dear Sir:

The qussticn has bteen rsised whether individusl surety bonds

for Fsderal reserve sgents and assistont Federsl ressrve agents are

necessary in view of the fact thot ths Federsl ressrve banks corry barksrs!

blanket bonds vhich purport to cover 511 losses which sre covered by

the individusl surety bonds. It sppesrs that some of the Federsl resarve

banks sre under the impression that becsuse of these blankst bonds there

is no necessity for such individusl surcty boms, and espscially in cases
5 whers the blanket bonds contain clausss expressly covering the acts of

‘?ederal reserve agents snd sssistont Federsl reserve agents.

; Section 11(1i) of the Federal Reserve Act suthorizes snd em-

' powers the Fsderal Rescrve Bosrd "tc require bords of Federsl ressrve
agentsh. Notwithsteonding fae permissive chsracter of this provision, the
Board believes that in order adequately to protsct the interests of the
United States it should require bords of the Fadersl reserve agents
running directly to the Govemment, and it has accordingly 4l ways required
Federsl reserve asgents to e xecute individusl surety bonds for the pro-
tection of the United States. The Toard has likewise required that all
assistont Federsl reserve agents execute such individusl surety bonds in
sccordance with the terms of the msndatory provision of Section 4 of tle
Act that "The Federsl Reserve Boord shsll require sach bonds of the ss-
Sistont Federsl reserve agents as it msy deem necessary for the protection
of the United States."

It mpy be that the bankers! blanket bonds which sre carried by
the Federsl reserve banks sre sufficient to protect the banks and the United
States against a1l losses which sare covered by the irdividusl surety bonds
executed by the Federsl reserve agents ard sssistent Federsl reserve agents.
It should be noted, however, that these blonket bonds sre in substace no
more then insursncs policies obligating the insursnce compsnies only and
imposing no lisbility whatever upon tre Federal reserve sgents or sssist-
ant agents. It is well recognized that the term "bord" ss used in this
connection refers to an instrument in which there is a double lisbility,
that of the principsl obligor as well as that of the surety. The bankers'
blanket bonds corried by the Federsl reserve banks sre not such instruments.
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The direct primsry l1isbility of the Federsl reserve agent or assistant
agent ossumed under o surety bond in which he is the R’ incipal obligor
-is in the Bosrd's opinion necesssrily contempl ated by the law and this
requirement is rot setisfied by s inswrance policy. Under the law,

therefore, the Bosrd mey not properly pemmit its agents to discontimme
their ipdividusl surety tonds. : -

» It is sppsrent that o provision contained in the bankers!
blanket bonds specificelly covering the acts of the Federal reserve sgents
‘and assistont asgents does not meet the Board's objections to the discon-
tinusnce of the use of individual swety tonds for the agents and their
essistants. Such a clause would, of course, do sway with any uncertsinty
88 to whether the bankerst blanket bonds were sufficiently broad in terms
to cover the Federsl reserve sgents and their assistants, but it does not
change the nature of the blarket bond which is essentially an insurance
policy, nor does it impose ary direct primary lisbility on the Federal ,
reserve agents or sssistant sgents. The Board, thersfore, does not feel
that it can properly permit Federsl reserve agents or assistant agepts to
be relieved of their individusl surety bonds even in s csse where the
Tederal reserve bsnk carries o bsnkers' blanket bond containing s clsuse
éxpressly extending the scope of the bond to cover the acts of the Federal ,
reserve sgent and his sssistents. _ -

Yours vefy truly,

D. R. Crissinger,
Governor.

T0 ALL FEDERAL RESERVE AGENTS.

B ERK of Strhenis. s






