
FEDERAL RESERVE BOARD 3 3 8 S 
WASHINGTON 

ADDRESS OFFICIAL C O R R E S P O N D E N C E TO 
T H E F E D E R A L R E S E R V E BOARD 

X-7632 

October 9, 1933. 

SUBJECTi Absorpt ion by Member Banks of 
Co l l ec t i on or Exchange Charges. 

Dear S i r ; 

There i s i nc losed , f o r your i n fo rma t ion , 

a copy of a l e t t e r addressed t o t h e Federal Re-

serve Agent a t t h e Federal Reserve Bank of A t l a n t a 

under da te of October 7, 1933, vvith regard t o t h e 

a b s o r p t i o n by member banks of exchange or c o l l e c -

t i o n cha rges . 

TO ALL FEDERAL RESERVE AGENTS EXCEPT ATLANTA. 

Very t r u l y yours 

Chester M o r r i l l 
S e c r e t a r y . 

I n c l o s u r e . 
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October 7, 1933. 

Mr. Oscar Nevrton, 
Federa l Reserve Agent, 
Federa l Reserve Bank of A t l an t a , 
A t l an t a , Georgia . 

Dear Mr. Newton: 

Reference i s made t o your l e t t e r of September 29, 1933, i n 

which you advise t h a t , on September 27, 1933, you a t t ended a c o n f e r -

ence of bankers from a number of c i t i e s i n t h e s o u t h e a s t e r n s e c t i o n 

of the count ry a t which one of t h e ma t t e r s d i scussed was t h e p r a c t i c e 

of member banks wi th r e s p e c t t o the abso rp t ion of c o l l e c t i o n or ex-

change charges i n connect ion wi th i tems rece ived by them on d e p o s i t . 

I t i s noted t h a t t h e conference , by a m a j o r i t y vo te , adopted a r e s o l u -

t i o n on t h i s s u b j e c t , a copy of which you inc losed wi th your l e t t e r . 

I t i s a l s o noted t h a t Mr. , Chairman of the meeting, 

i n a l e t t e r , a copy of which you i n c l o s e d , r e q u e s t s t h a t t h e Federa l 

Reserve Board i s s u e a d e f i n i t e r u l i n g as t o the i n t e r p r e t a t i o n of t h e 

law wi th r e s p e c t t o t h i s m a t t e r . 

The Federa l Reserve Board has g iven c a r e f u l c o n s i d e r a t i o n t o 

t h i s ma t t e r b u t does not f e e l t h a t i t i s p o s s i b l e t o i s s u e a genera l 

r u l i n g by r e f e r e n c e t o which i t could be determined d e f i n i t e l y under 

the c i rcumstances of a l l cases whether t h e a b s o r p t i o n of exchange or 

c o l l e c t i o n charges by member banks i s l a w f u l or un lawfu l • Questions 

as t o whether such an a b s o r p t i o n of charges does or does n o t c o n s t i t u t e 

a payment of i n t e r e s t w i t h i n t h e meaning of Sec t ion 19 of t h e Federa l 

Reserve Act, f o r b i d d i n g member banks to pay i n t e r e s t on d e p o s i t s payable 
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i 
on demand e i t h e r d i r e c t l y or i n d i r e c t l y by any device whatsoever* must 

be determined as and when they a r i s e i n p a r t i c u l a r cases and i n the 

l i g h t of t h e s p e c i a l f a c t s of each such c a s e . As po in ted ou t t o you 

i n t h e Board 's l e t t e r of September 21, 1933, the a b s o r p t i o n of exchange 

or c o l l e c t i o n charges i n an amount e q u i v a l e n t t o a c e r t a i n percentage 

of t h e amount of the balance of the d e p o s i t o r , i n t h e Board ' s op in ion , 

i s c l e a r l y i n v i o l a t i o n of the law on t h i s s u b j e c t , and no member bank 

wherever loca ted may l a w f u l l y absorb exchange or c o l l e c t i o n charges on 

such a b a s i s • 

The Board f e e l s t h a t t h e banks and t h e c l e a r i n g house a s s o c i a -

t i o n s should themselves cons ider whether, i n the l i g h t of the s p i r i t 

and purpose of the p r o h i b i t i o n of the s t a t u t e upon the payment of i n -

t e r e s t , t h e p r a c t i c e which they wish to f o l l o w with r e s p e c t t o t h e ab-

s o r p t i o n of exchange or c o l l e c t i o n charges i s l a w f u l • I f i n any case 

i t appears ques t ionab le whether t he p r a c t i c e proposed conforms t o t h e 

requirements of the law on t h i s s u b j e c t , t h e ques t ion may be submit ted , 

i f d e s i r e d , t o the Federa l Reserve Bank of the d i s t r i c t f o r cons ide ra -

t i o n ; and, of course , the Federa l Reserve Bank, i n cases where i t 

appears neces sa ry , may p re sen t t h e mat te r t o the Federa l Reserve Board 

wi th a r e q u e s t f o r a r u l i n g . Such a r e q u e s t should be aqcompanied by 

an opinion of t h e Bank's counsel* 

R e f e r r i n g t o your sugges t ion t h a t t h e subs tance of t h e Board 's 

l e t t e r t o you of September 21, 1933, be communicated t o member banks, 

you a r e advised t h a t the Board has sent a copy of t h a t l e t t e r t o each 
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Federal Reserve Agent, wi th the reques t t h a t t h e mat te r be t aken up 

•with any of the c l e a r i n g house a s s o c i a t i o n s loca ted i n h i s d i s t r i c t 

which are fo l lowing p r a c t i c e s i n c o n f l i c t wi th t he s p i r i t or t h e l e t t e r 

of the law on t h i s sub jec t and t h a t he endeavor t o have any such as -

soc i a t i ons cooperate v o l u n t a r i l y i n a modi f i ca t ion or adjustment of 

t h i s p r a c t i c e which w i l l br ing them i n t o conformity wi th the s t a t u t e# 

The Board has no o b j e c t i o n , however, t o your communicating the sub-

stance of i t s l e t t e r of September 21 to such member banks as you may 

deem des i rab le# 

Very t r u l y yours , 

(Signed) Chester Mor r i l l 

Chester M o r r i l l , 
S e c r e t a r y . 
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