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SUBJECT: Necessity for Individual Surety Bonds for 
Federal Reserve Agents and Assistant Federal 
Reserve Agents* 

Bear Sir: 

The question has been raised whether individual surety bonds 
for Federal reserve agents and assistant Federal reserve agents are 
necessary in view of the fact that the Federal reserve banks carry barkers1 

blanket bonds vhich purport to cover all losses which are covered by 
the individual surety bonds* I t appears that some of the Federal reserve 
banks are under the impression that because of these blanket bonds there 
is no necessity for such individual surety bond s, and especially in cases 
where the blanket bonds contain clauses expressly covering the acts of 
Federal reserve agents and assistant Federal reserve agents* 

Section 11(i) of the Federal Reserve Act authorizes and em-
powers the Federal Reserve Board ntc require bonds of Federal reserve 
agen t s** . Notwithstanding the permissive character of this provision, the 
Board oelieves that in order adequately to protect the interests of the 
United States i t should require bonds of the Federal reserve agents 
running directly to the Government, and i t has accordingly always required 
Federal reserve agents to execute individual surety bonds for the pro-
tection of the United States % The Board has likewise required that all 
assistant Federal reserve agents execute such individual surety bonds in 
accordance with the terms of the mandatory provision of Section 4 of the 
Act that "The Federal Reserve Board shall require such bonds of the as-
sistant Federal reserve agents as i t may deem necessary for the protection 
of the United States.11 

It may be that the bankers1 blanket bonds which are carried by 
the Federal reserve banks are sufficient to protect the banks and the United 
States against all losses which are covered by the individual surety bonds 
executed by the Federal reserve agents and assistant Federal reserve agents# 
It should be noted, however, that these blanket bonds are in substmce no 
more than insurance policies obligating the insurance companies only and 
imposing no l iabil ity whatever upon the Federal reserve agents or assist-
ant agents 4 It is well recognized that the term "bond11 as used in this 
connection refers to an instrument in which there is a double l iabil ity, 
that of the principal obligor as well as that of the surety. The bankers1 

blanket bonds carried by the Federal reserve banks are not such instruments* 

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



- 2 - x-Ugo3 ^ £ 5 

Th» d i r e c t primary l i a b i l i t y of the Federal reserve agent or a s s i s t an t 
agent assumed under a surety bond in which he i s the pr incipal obligor 
i s in the Board's opinion necessar i ly contemplated by the law and th is 
requirement as cot s a t i s f i e d by m insurance pol icy , Under the law, 

S® ? 0 3 r d 1087 n o t Properly permit i t s agents to discontinue 
their individual surety tends. 

. . , A v
 i s api^rent that a provision contained i n the bankers' 

blanket bonds s p e c i f i c a l l y covering the ac t s of the Federal rese rve agents 
and a s s i s t an t agents does not meet the Board's objections to the discon-
tinuance of the use of individual surety bonds for the agents and their 
ass s t a n t s . Such a clause would, of course, do away with any uncer ta in ty 
as to whether the bankers* blanket bonds were s u f f i c i e n t l y broad in terms 
to cover^the Federal reserve agents and the i r a s s i s t a n t s , but i t does not 
change the nature of the blaricet bond which is essen t ia l ly an insurance 
policy, nor does i t impose any d i rec t primary l i a b i l i t y on the Federal 
reserve agents or a s s i s t a n t agents. The Board, therefore , does not f ee l 
that i t can properly permit Federal reserve agents or a s s i s t a n t agents to 
be relieved of t h e i r individual surety bonds even in a case where the 
Federal reserve bank ca r r i e s a bankers' blanket bond containing a clause 
expressly extending the scope of the bond to cover the ac ts of t t e Federal 
reserve agent and h i s a s s i s t a n t s . 

Yours very t r u l y , 

D. fi. Oris singer, 
Governor. 

TO ALL FEDERAL RESERVE AGENTS. 
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