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INTERPRETATION OF BANKING ACT OF 1933 

(Copies to "be sent to a l l Federal reserve "banks) 

Ju ly 3, 1934. 

Mr* Lewis B, Williams, 
Federal Reserve Agent, 
Federal Reserve Bank of Cleveland., 
Cleveland, Ohio. 

Dear Mr * Will iams: 

This r e f e r s t o Mr# F l e t c h e r ' s l e t t e r of Apri l 9, 1934, 

with inolosures , i n regard t o the question whether the method used 

by The ___________ Bank and Trust Company, , i n handling de-

pos i t s of funds accumulated f o r bona f i d e t h r i f t purposes i s i n 

accord with the provisions of sec t ion 19 of the Federa l Reserve Act 

and of the Board's Regulation Q« I t i s understood t h a t the bank r e -

t a i n s the savings pass books issued upon the deposi t of funds and 

t h a t the funds evidenced thereby may be withdrawn i n whole or i n 

pa r t by check or by non-negotiable r e c e i p t . I t i s a lso understood 

t h a t i t i s the content ion of the bank t h a t i t s r e t e n t i o n of a pass 

book c o n s t i t u t e s the bank or any employee thereof the agent of the 

drawer f o r the purpose of present ing the pass book whenever a with-

drawal i s made, and t h a t t h i s procedure i s permiss ible under the 

law and t he Board's r e g u l a t i o n s . 

Under the d e f i n i t i o n contained in Section V(a) of the 

Board's Regulation Q, a deposi t may not be c l a s s i f i e d as a "savings 

deposi t" i f i t does not cons i s t of funds i n respec t t o which t he 
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pass book or other form of r ece ip t evidencing such depos i t must be 

presented to the bank whenever a withdrawal i s made. A depos i t i n 

respec t t o which the pass book or other form of r e c e i p t i s r e t a ined 

by the bank or by an o f f i c e r , employee, or agent t h e r e o f , r a t h e r 

than by the depos i to r , does not comply with t h i s requirement . Ac-

cordingly, i t i s the opinion of the Board t h a t such a deposi t does 

not c o n s t i t u t e a "savings depos i t " , but must be considered a deposi t 

payable on demand. 

In a r u l i ng published on page 609 of the Federal Reserve 

Bul le t in f o r August, 1927, t he Board considered the ques t ion whether 

accounts of a c e r t a i n member bank which were sub jec t t o check wi th-

out the p re sen ta t i on of the pass book, which i n some cases was r e -

ta ined by the bank i n order to make i t unnecessary f o r the deposi tor 

t o present the pass book with each withdrawal, might proper ly be 

c l a s s i f i e d as savings accounts f o r reserve purposes, and the Board 

ruled "that such deposi ts could not be so c l a s s i f i e d . The Board 

s t a t ed t h a t a pass book i s the depos i t o r ' s r e c e i p t , t h a t the apparent 

purpose of i t s r e t e n t i o n by the bank was t o render the account sub-

j e c t to check without the necess i ty of present ing the pass book, and 

t h a t an account subjec t t o check in such manner could not proper ly 

be c l a s s i f i e d as a savings account wi th in t h e meaning of sec t ion 19 

of the Federal Reserve Act . 

I t i s bel ieved t h a t the p r inc ip l e s involved i n t h a t r u l -

ing are proper ly appl icable to the i n s t a n t s i t u a t i o n and tha t the 
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r e t e n t i o n of a savings pass book by a member bank f o r a continuing 

period of time i n order to avoid the neces s i t y of the d e p o s i t o r ' s 

present ing such pass book each time a withdrawal i s made i s not in 

accord with the purpose of sec t ion 19 of the Federal Reserve Act 

and does not comply with t he requirements of Regulation Q« Accord-

ing ly , i t i s the opinion of tho Board tha t deposi ts represented by 

savings pass books which are r e t a ined by t he bank cannot be regarded 

as "savings depos i t s" f o r the purpose of determining whether i n t e r e s t 

may l awfu l ly be paid the reon . For s imi lar reasons, such deposi ts 

may not be considered "savings accounts" f o r the purpose of comput-

ing reserves the reon . 

I t i s noted t h a t Mr. , Cashier of the Branch 

of the Federal Reserve Bank of , i n his l e t t e r t o Mr. F le tcher 

of Apri l 6, 1934, s t a ted t h a t he has expressed the opinion to the 

Pres ident of The Bank and Trust Company t h a t an out-of-town 

customer may draw a check aga ins t h i s savings account# provided the 

pass book i s a t tached t o such check, thereby c o n s t i t u t i n g the p resen t -

ing bank the agent of the ho lde r . In the Board's opinion, the drawl-

ing of negot iable checks aga ins t a savings deposi t i n the manner 

described and the payment of such checks accompanied by the pass 

book by the drawee bank is not prohib i ted by the law or the Board's 

Regulation Q, provided, of course, t h a t the passbook i s promptly 

re turned to the deposi tor and i s not t h e r e a f t e r r e t a ined by the bank 

as a bas i s f o r f u t u r e withdrawals. 

Very t r u l y yours, 

(Signed) Chester Morr i l l 

Chester Morr i l l , 
Secre ta ry . 
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