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November 15, 1933* 

SUBJECT: Adequacy of Bonds Carr ied by 
Banks Admitted t o Membership. 

Dear S i r : 

In reviewing a p p l i c a t i o n s f o r membership i n t h e Federa l 

Reserve System, i t has been noted t h a t i n many i n s t a n c e s o f f i c e r s 

and employees of the a p p l i c a n t bank appear t o be i n a d e q u a t e l y 

bonded, and t h a t i n some i n s t a n c e s c e r t a i n o f f i c e r s and employees 

a re not covered by any bond. The Board f e e l s t h a t as a mat te r of 

conse rva t ive banking p r a c t i c e adequate su re ty bonds should be c a r -

r i e d by a l l banks• In c e r t a i n l e t t e r s t o the Federa l Reserve Agents 

adv i s ing of approval of a p p l i c a t i o n s f o r membership, t h e r e f o r e , t h e 

Board has c a l l e d a t t e n t i o n to the l a ck , or apparent inadequacy, of 

the bonds, and has suggested t h a t t h e Federa l Reserve Agents r eques t 

t h e boards of d i r e c t o r s of the app l i can t banks t o give c a r e f u l con-

s i d e r a t i o n t o t h e a d v i s a b i l i t y of having bonds i n adequate amount 

provided fo r a l l o f f i c e r s and employees having access t o the banks f 

cash, s e c u r i t i e s , or r ecords of account . 

You a re r eques t ed t o give c a r e f u l c o n s i d e r a t i o n t o t h e 

adequacy of the bonds c a r r i e d by banks applying f o r membership, and 
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t o make appropr ia te recommendation to the d i r e c t o r s of an app l i can t 

bank whenever i t seems necessary# In the f u t u r e , t h e r e f o r e , no com-

ment of t h i s na ture w i l l be made i n the l e t t e r s t o the Federal Re-

serve Agents advis ing of approval of a p p l i c a t i o n s f o r membership. 

In t h i s connect ion, i t i s assumed t h a t t he Federal Reserve Agents 

w i l l give t h e same cons ide ra t ion t o the adequacy of bonds c a r r i e d by 

banks a l r eady admitted to membership and w i l l make s imi l a r recom-

mendation "when deemed necessa ry . 

Very t r u l y yours 

Chester M o r r i l l , 
Sec re t a ry . 
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