
FEDERAL RESERVE BOARD 

WASHINGTON 
ADDRESS OFFICIAL CORRESPONDENCE TO 

THE FEDERAL RESERVE BOARD 

X-7171 

June 2, 1932. 

SUBJECT: Administrat ion of Section 17(b) of 
Regulation D. 

Dear S i r ; 

There i s a t tached he re to , f o r your informat ion , copy 

of a l e t t e r addressed to the Federal Reserve Agent a t Ph i l a -

delphia i n response to an inquiry received from him with r e -

gard to the admin is t ra t ion of Section IV(h) of Regulation D 

which provides t h a t , whenever i t appears tha t a member "bank 

i s not paying due regard to the maintenance of i t s r e se rves , 

the Federal r e se rve agent w i l l address a l e t t e r to each 

d i r e c t o r of the hank ca l l i ng h i s a t t e n t i o n to the s i t u a t i o n . 

Very t ru ly yours , 

Chester Mor r i l l , 
Secre ta ry . 

In . i lo"»ure . 

TO ALL F. R. AGENTS EXCEPT PHILADELPHIA AND CLEVELAND. 
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May 31, 1932. 

Mr. R. Aust in, 
Federal Reserve Agent, 
Federal Reserve Bank of Phi lade lphia , 
Ph i l ade lph ia , Pennsylvania. 

Dear Mr. Austin: 

The Federal Reserve Board has received your l e t t e r of May 

17, 1932, s t a t i n g tha t a number of member banks in your d i s t r i c t , 

because of an unl iquid condi t ion and continued loss of depos i t s , 

have been unable to maintain t h e i r reserves , and inqui r ing whether, 

in view of the circumstances involved, the Federal Reserve Board 

wi l l r equ i re a s t r i c t compliance by you with sec t ion IV(b) of 

Regulation D with regard to addressing l e t t e r s to the d i r e c t o r s 

of banks with d e f i c i e n t reserves . 

The purpose sought to be accomplished by the subsect ion r e -

f e r r ed to i s to br ing to the a t t e n t i o n of the individual d i r e c t o r s 

the f a c t tha t the member bank i s not maintaining i t s reserves , in 

order t h a t the d i r e c t o r s may take the proper s teps to see tha t the 

bank meets the requirements of the law in the f u t u r e . I t i s 

r e a l i z e d , however, tha t there may be ins tances in which i t i s 

apparent from the Federal reserve a g e n t ' s contact with the bank, 

or from other ava i l ab l e information, tha t the f a i l u r e of the member 

bank to maintain i t s reserves i s due to i t s u n s a t i s f a c t o r y condi t ion 

r a t h e r than any d is regard on the pa r t of the management f o r the r e -

quirements of the law, or tha t other reasons ex i s t which would make 
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i t undes i rable t o wr i t e the d i r e c t o r s concerning the mat te r , and that in 

these cases such l e t t e r s , r a the r than accomplishing the des i red purpose, 

might have an adverse e f f e c t . 

I t was f o r t h i s reason t h a t , as s ta ted in the Board's l e t t e r of 

January 18, 1928, (X-5039). the subsection was purposely phrased in such 

a way as to permit some f l e x i b i l i t y and to a f fo rd the Federal reserve 

agent an opportuni ty , a f t e r d iscuss ion with the chief na t ional bank ex-

aminer in the case of a nat ional bank and with the S ta te bank supervisor 

in the case of a S ta te member bank, to exercise a reasonable d i s c r e t i o n 

in i t s admin i s t ra t ion . Therefore, in each case where there a re ind i -

ca t ions t h a t the bank i s not paying due regard to the maintenance of 

i t s rese rves , you should give ca r e fu l considera t ion to a l l the circum-

stances involved and consult with the chief na t ional bank examiner or 

the S ta te bank supervisor in order to determine, in the exerc ise of a 

reasonable d i s c r e t i o n , whether i t i s advisable to wri te to the d i r e c t o r s . 

In those cases where i t becomes necessary f o r you to report to 

the Board, in accordance with sect ion 17(d) of Regulation D, d e f i c i e n -

c i e s in reserves f o r a period of s ix consecutive months, i t i s requested 

tha t you include in your repor t f u l l information as to the cons idera t ion 

which has been given to the matter of wr i t ing the d i r e c t o r s of the 
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member bank, and, where such l e t t e r s have not been sen t , the reasons 

t h e r e f o r . 

Very t r u l y yours, 

Chester Mor r i l l , 
Secretary . 

> 
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