
ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-6031 
FEDERAL RESERVE BOARD 

WASHINGTON 

May 4 , 1928. 

T ' P -'-£<04, 

SUBJECT: Revis ion of Member Bank Reserve Requirements. 

Dear S i r : 

Under da t e of Apr i l 12, 1928, the Board addressed a 
l e t t e r to a l l Governors of Federa l r e s e r v e banks , a copy of 
which was sent to each Agent, submi t t ing the f o l l o w i n g t o p i c 
to be p l a c e d on the program f o r the Governors' Conference. 

" D e s i r a b i l i t y of recommending l e g i s l a t i o n amending 
Sect ion 19 of Federa l Reserve Act r e l a t i n g to r e -
qu i red r e s e r v e s of member banks and of w r i t i n g i n t o 
law a complete d e f i n i t i o n (a long l i n e s of the B o a r d ' s 
Regu la t ion D) of what c o n s t i t u t e s savings and o t h e r 
t ime d e p o s i t s . " 

This ques t ion was d i scussed a t t h e Governors ' Confer-
ence and the Governor of your bank w i l l acqua in t you wi th the 
a c t i o n taken . 

The Board would l i k e to have a t your e a r l y convenience 
your views wi th r e f e r e n c e to the p roposa l s o u t l i n e d in the memo-
randum p repa red by the Chief of the Boa rd ' s Div i s ion of Bank 
Opera t ions (S t .5420) and the suggested b i l l p r epa red by the 
B o a r d ' s Counsel which would w r i t e in to law the changes suggested 
in t h e memorandum. 

The proposed b i l l through inadver tence f a i l e d to i n -
clude the p r o v i s i o n conta ined in paragraph one on page t h r e e of 
the memorandum to the e f f e c t t h a t , 

" ( d ) no withdrawal in excess of $500 on any one day 
s h a l l be made u n l e s s the depos i to r has given n o t i c e 
of such in tended withdrawal no t l e s s than 30 days 
b e f o r e t h e withdrawal i s made." 

I t w i l l be a p p r e c i a t e d i f you w i l l change the words 
"may a t i t s op t ion" appear ing in sub-paragraph t h r e e on page 
two of t h e b i l l to "must" , so t h a t the sub-paragraph w i l l r e a d 
" A f t e r w r i t t e n n o t i c e which the bank must r e q u i r e to be given—11. 

For your informat ion we a r e enc los ing an a d d i t i o n a l 
copy of the memorandum and the proposed b i l l . 

Very t r u l y yours , 

1 0 A I L M . A G M T S . A S A T L L E ^ T A R Y . 
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A BILL 

To amend Sec t ion 19 of the Federal Reserve Act . 

BE' IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES 
OF THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED, That the 
f i r s t paragraph of Sec t ion 19 of the Federa l Reserve Act , as 
amended, "be f u r t h e r amended and re -enac ted to read as f o l l o w s : 

"Bank Reserves . " 

"Sec. 19. The term 1 demand d e p o s i t s 1 w i th in the mean-
ing of t h i s a c t s h a l l inc lude a l l d e p o s i t s of p u b l i c 
moneys of the United S t a t e s , a l l c e r t i f i e d checks, cash-
i e r 1 s checks, t r e a s u r e r 1 s checks, demand l e t t e r s of 
c r e d i t , a.nd t r a v e l l e r s ' checks o u t s t a n d i n g , and a l l 
o ther d e p o s i t s except ' time depos i t s 1 and ''"bank d e p o s i t s ' 
as h e r e i n a f t e r d e f i n e d . 

"The term ! time d e p o s i t s ' wi th in the meaning of t h i s 
a c t s h a l l inc lude a l l ' s av ings a c c o u n t s ' , 1 time c e r t i f i -
ca tes of d e p o s i t 1 , *postal savings d e p o s i t s ' and 'open 
account time d e p o s i t s ' as h e r e i n a f t e r d e f i n e d , exce-p.t 
t h a t whenever, Toy the l ap se of time or the ^giving of 
n o t i c e of an in tended wi thdrawal , savings accounts , time 
c e r t i f i c a t e s of d e p o s i t , and open account time d e p o s i t s 
become payable in l e s s than 30 days, such d e p o s i t s s h a l l 
be considered demand d e p o s i t s . 

"The term ' savings. accounts" s h a l l mean depos i t s of 
i n d i v i d u a l s and r e l i g i o u s , c h a r i t a b l e or s im i l a r corpora-
t i o n s , i n r e s p e c t to w i i ch -

> , ' 1 '' ' • 
(1) A pass book, c e r t i f i c a t e or o the r s i m i l a r form of 

r e c e i p t , d e l i v e r e d to and r e t a i n e d by the d e p o s i t o r 
or h i s a s s i g n e e , mast a c t u a l l y be p r e s e n t e d to the 
bank whenever a withdrawal i s made; 

(2) The depos i to r or h i s a s s ignee may a t any time be 
r e q u i r e d by the bank to give n o t i c e of an i n t e n d -
ed withdrawal not l e s s tnan t h i r t y days b e f o r e 
a withdrawal i s made; and 

(3) The bank ' s p r i n t e d r e g u l a t i o n s , accepted by the 
depos i t o r i nc lude the above requ i rements . 

"Deposi ts which a re pe rmi t t ed to be withdrawn by check 
or o the rwi se , wi thout the a c t u a l p r e s e n t a t i o n of the pass 
book, c e r t i f i c a t e , or o ther s i m i l a r form of r e c e i p t whenever 
a withdrawal is made, s h a l l no t be cons idered ' sav ings a c -
coun t s ' w i t h i n the meaning of t h i s a c t . The r e t e n t i o n of 
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the pass book, c e r t i f i c a t e or o the r i / a i l a r form of 
r e c e i p t or a dup l i ca t e of same, by the bank or by an 
o f f i c e r , agent or employee t h e r e o f , and the p r e s e n -
t a t i o n of same by the bank, or by an o f f i c e r , agent 
or employee t h e r e o f , s h a l l not be considered an a c t u a l 
p r e s e n t a t i o n wi th in the meaning of t h i s a c t . A de-
p o s i t made by one bank in another or a depos i t of a 

e bus iness corpora t ion or f i rm s h a l l not in any case be 
cons idered a 1 savings account 1 wi th in the meaning of 
t h i s a c t . 

11 The term 1 time c e r t i f i c a t e of d e p o s i t ' s h a l l 
mean a depos i t evidenced by w r i t t e n ins t rument d e l i v e r -
ed to and r e t a i n e d by the depos i to r evidencing the de-
p o s i t wi th a bank, e i t h e r with or without i n t e r e s t , of 
a c e r t a i n sum s p e c i f i e d on the face of the c e r t i f i c a t e , 
payable in whole or in p a r t to the d e p o s i t o r or on h i s 
o rde r -

(1) On a c e r t a i n d a t e , s p e c i f i e d on the c e r t i f i c a t e , 
more than t h i r t y days a f t e r the da te of the de-
p o s i t ; or 

# 

(2) A f t e r the l apse of a c e r t a i n time subsequent to 
the da te of the c e r t i f i c a t e , in no case l e s s 
than t h i r t y days; or 

(3) A f t e r w r i t t e n n o t i c e which the bank may a t i t s 
op t ion r e q u i r e to be given a c e r t a i n s p e c i f i e d 
number of days, no t l e s s than t h i r t y days b e i o r e 
the da te of repayment; and 

(4) In a l l cases only upon the a c t u a l p r e s e n t a t i o n 
of the c e r t i f i c a t e a t each withdrawal f o r p rope r 
endorsement or s u r r e n d e r . 

"The r e t e n t i o n of the c e r t i f i c a t e , or a d u p l i c a t e of same, 
by the bank or by an o f f i c e r , agent or employee t h e r e o f , and 
the p r e s e n t a t i o n of same by the bank or by an o f f i c e r , agent 
or employee the reof s h a l l not be considered an a c t u a l p r e s e n t a -
t i o n wi th in the meaning of t h i s a c t . A depos i t made by one bank 
i n another s h a l l no t in any case be cons idered a 1 time c e r t i f i c a t e 
of depos i t 1 w i th in the meaning of t h i s a c t . 

"The term 1 p o s t a l savings d e p o s i t s 1 a s ^~iv. a c t 
s h a l l mean d e p o s i t s of p o s t a l savings funds in banks under the 
terms of the p o s t a l savings ac t , approved June 25, 1919, as amended. 

^ * "The term 1 open account time d e p o s i t s ' as used in t h i s a c t 
s h a l l mean d e p o s i t s not evidenced by c e r t i f i c a t e s of d e p o s i t s or 
savings pass books, in r e s p e c t to r h i c h a w r i t t e n c o n t r a c t i s en-
t e r e d i n t o wi th the d e p o s i t o r a t the time the depos i t i s made p r o -
v id ing tha t n e i t h e r the whole or any p a r t of such depos i t may be 
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withdrawn, by check or o therwise , except on a given da te , more than 
t h i r t y days a f t e r the date of the de^o i t , or on w r i t t e n n o t i c e 
which mast "be given by the depos i to r a c e r t a i n s p e c i f i e d number of 
days in advance, i n no case l e s s than t h i r t y days. In order f o r 
d e p o s i t s to be c l a s s i f i e d as *ope;i account t i n e decos i t s* the bank 
i n which such depos i t s a r e made mast a c t u a l l y r e q u i r e such w r i t t e n 
n o t i c e b e f o r e p e r m i t t i n g withdrawals to be made. 

"The term 1bank depos i t s 1 s h a l l inc lude a l l depos i t ba lances 
due to o ther banks, bankers , and t r u s t companies i n the Uni ted 
S t a t e s and f o r e i g n c o u n t r i e s . 

"Every bank, banking a s s o c i a t i o n , and t r u s t company which i s 
or which becomes a member of any Federa l r e se rve bank s h a l l 
e s t a b l i s h and ma in t a in a r e se rve c o n s i s t i n g of an a c t u a l ne t 
ba lance wi th the Federa l r e se rve bank of i t s d i s t r i c t equal 
to not l e s s than t h i r t e e n per centum of the aggrega te amount 
of i t s bank d e p o s i t s , th ree pe r centum of the aggrega te amount 
of i t s time d e p o s i t s , and the fo l lowing per centum of the ag -
grega te amount of i t s ne t demand d e p o s i t s : 

Banks i n c e n t r a l r e se rve c i t i e s , 13 per centum; 

Banks i n r e s e r v e c i t i e s , S per centum; and 

Other banks, 7 pe r centum; 

"PROVIDED, HOWEVER, That, upon the a f f i r m a t i v e vote of f i v e 
members of the Federa l Reserve Board, any bank l o c a t e d in an o u t -
l y i n g d i s t r i c t of a c e n t r a l r e se rve c i t y may be p e r m i t t e d to main-
t a i n a r e se rve balance equal to not l e s s than seven or nine pe r • 
centum of i t s ne t demand depos i t s , and any bank l o c a t e d in an o u t -
l y i n g d i s t r i c t of a r e se rve c i t y may be pe rmi t t ed to ma in ta in a 
r e s e r v e balance equal to not l e s s than seven pe r centum of i t s 
net demand d e p o s i t s ; AHD PROVIDED FURTHER, That, i n computing the 
amounts of ne t demand depos i t s a g a i n s t which r e se rves must be 
main ta ined , a l l member banks may deduct from the amount of t h e i r 
g ross demand d e p o s i t s , a l l ba lances due to thorn from o ther banks 
(except Federa l r e se rve banks and f o r e i g n banks) , a l l cash i tems 
depos i t ed by them wi th Federa l r e se rve banks and o ther banks i n 
p r o c e s s of c o l l e c t i o n , a l l exchanges f o r the c l e a r i n g house, 
and a l l checks i n o ther banks i n the same p l a c e . 

"The Federa l Reserve Board s h a l l have a u t h o r i t y to p r e s c r i b e 
r e g u l a t i o n s governing the maintenance of the r e s e r v e s r e q u i r e d 
by t h i s s e c t i o n and f u r t h e r d e f i n i n g thu va r ious c l a s s e s of de-
p o s i t s h e r e i n ment ioned. 
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"No member bank s h a l l keep on depos i t with any S t a t e bank 
or t r u s t company which i s not a member bank a sum in excess of 
ten pe r centum of i t s own paid-up c a p i t a l ana su rp lu s . Ho mem-
ber bank s h a l l a c t as the medium or agent of a nonmember bank 
i n applying f o r or r ece iv ing discounts from a Federal rese rve 
bank under the p rov i s ions of t h i s Act , except by permiss ion 
of the Federal Reserve Board. 

"The r equ i r ed balance c a r r i e d by a member bank with a 
Federal r e se rve bank may, under the r e g u l a t i o n s and sub jec t 
to such p e n a l t i e s as may be p r e sc r ibed by the Federal Reserve 
Board, be checked aga ins t and wi thdrawn by such member bank 
fo r the purpose of meeting e x i s t i n g l i a b i l i t i e s : PROVIDED* 
HOWEVER. That no bank s h a l l a t any time make n«w loans or 
s h a l l pay any dividends un less and u n t i l the t o t a l balance 
r equ i r ed by law i s f u l l y r e s t o r e d . 

"Nat ional b&nks, or banks organised under l oca l laws, 
l oca ted in Alaska or in a dependency or i n s u l a r possess ion 
or any p a r t of the United S t a t e s outs ide the con t inen ta l 
United S t a t e s may remain nonmember banks, and s h a l l in t ha t 
event mainta in r e se rves and comply with a l l the condi t ions 
now provided by law regu la t ing them; or sa id banks may, -vith 
the consent of the Reserve Board, become member banks of 
any one of the r e se rve d i s t r i c t s , and s h a l l in t ha t event 
take s tock , mainta in r e s e r v e s , and be sub j ec t to a l l the 
o ther p rov i s ions of t h i s Act ." 
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