
FEDERAL RESERVE BOARD 
WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d 

X-8086 

October 19, 1934# 

SUBJECT: Examinations under Sect ion 21 of 
the Banking Act of 1933# 

Dear S i r : 

In connection wi th examinations of p r i v a t e banks and bankers, 

made by the Federa l r ese rve banks under the p rov is ions of s ec t i on 

21 (a ) (2 ) of the Banking Act of 1933, quest ions have been r a i s e d as 

t o the r e s p o n s i b i l i t y of the Federal r e se rve banks and as t o the 

ac t ion , i f any, which should be taken by them regard ing ; 

1# P ro t ec t i on of depos i tors when the r e p o r t of examination 
d i s c lo se s an inso lven t condition# 

2# Correct ion of other u n s a t i s f a c t o r y condit ions# 

3# Reporting apparent v i o l a t i o n s of the cr iminal p rov i s ions 
of S ta te laws # 

Under the p rov is ions of sa id sec t ion 21(a ) (2 ) a Federa l r e -

serve bank has no a u t h o r i t y t o r equ i r e the c o r r e c t i o n of u n s a t i s -

f a c t o r y condi t ions in p r i v a t e banks submit t ing t o examination and i s 

under no s t a t u t o r y duty to take any ac t ion f o r t he p r o t e c t i o n of de-

p o s i t o r s , t o co r r ec t u n s a t i s f a c t o r y cond i t ions , or t o r e p o r t t o the 

S ta te a u t h o r i t i e s apparent v i o l a t i o n s of t he c r imina l p rov i s ions of 

S ta te laws# The Board f e e l s , however, t h a t each Federa l r e se rve 

bank should exe r t i t s b e s t e f f o r t s t o induce p r i v a t e banks t o co r r ec t 
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any u n s a t i s f a c t o r y condi t ions d isc losed by the examinations made by 

the Federal r ese rve bank and otherwise t o p r o t e c t depos i to r s aga in s t 

unsound and unlawful banking p r a c t i c e s . The Board, t h e r e f o r e , expects 

each Federa l r e se rve bank t o adopt a cons t ruc t ive a t t i t u d e i n t h i s 

r e spec t and to endeavor to ob ta in such co r r ec t i ve ac t i on i n t h e case 

of p r i v a t e banks as may appear necessary or d e s i r a b l e i n the circum-

stances s The Board a l so be l i eves t h a t i t i s proper f o r a Federa l r e -

serve bank t o r e p o r t apparent v i o l a t i o n s of c r iminal p rov i s ions of 

S ta te laws t o the appropr ia te S ta te a u t h o r i t i e s . 

Very t r u l y yours, 

L. P. Bethea, 
Ass i s t an t Sec re t a ry . 

TO ALL FEDERAL RESERVE AGENTS. 
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