
FEDERAL RESERVE BOARD 
washington 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD 

X-9253 

July 1, 1935. 

Subject: Acceptance of Deposits of 
Uninvested Trust Funds by-
Federal Reserve Banks 

Dear Sir: 

Inclosed herewith is a copy of a letter to Mr. Ira 

Clerk, Deputy Governor of the Federal Reserve Bank of San 

Francisco, relating to the question whether Federal Reserve 

banks should accept deposits of uninvested trust funds from 

their member banks. In view of the suggestion that this 

matter be placed on the program for the next meeting of the 

Governors' Conference, it is believed that you and the counsel 

for your bank should give careful consideration to the practical 

and legal aspects of the problem involved. 

Very truly yours 

Chester Morrill, 
Secretary. 

Inclosure 

TO GOVERNORS OF ALL FEDERAL RESERVE BANKS 
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X-9253-a 

July 1, 1935. 

Mr. Ira Clerk, Deputy Governor, 
Federal Reserve Bank of San Francisco, 
San Francisco, California, 

Dear Mr. Clerk: 

Receipt is acknowledged of your letter of June 4, 1935, in 

which, pursuant to an inquiry from The Bank of California National 

Association, San Francisco, California, you request a ruling as to 

whether it is proper and desirable for Federal Reserve banks to accept 

deposits of uninvested trust funds from their member banks. 

During the past year the Board has received similar inquiries 

from three other Federal Reserve banks. This question was first con-

sidered by the Board in connection with an inquiry made by the Federal 

Reserve Bank of Richmond. That bank advised the Board that its counsel 

doubted whether the bank had the power to receive such a deposit which 

could not be counted as a part of the member bank's reserve and could 

not be applied on the liabilities of such bank. The bank further ad-

vised the Board that it felt that, in view of the legal and practical 

questions involved, it would be undesirable to accept such deposits. 

In these circumstances, the Board expressed the opinion that 

since it was doubtful whether the receipt of uninvested trust funds 

from member banks by Federal Reserve Banks falls within the purposes 

of the Federal Reserve banks, and since such deposits could not be 

counted as a part of the depositing member bank's reserve balance, and 

in view of the legal responsibilities which might be assumed by the 
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Federal Reserve bank in accepting such deposits, it would not be ad-

visable for Federal Reserve banks to receive uninvested trust funds 

from member banks. 

Subsequently, the Governor of the Federal Reserve bank of 

Minneapolis, after having advised a member bank that he doubted whether 

the Federal Reserve banks are authorized to accept such deposits, dis-

cussed this question informally with the Board's counsel and was advised 

concerning the views expressed by the Board in connection with the in-

quiry from the Federal Reserve Bank of Richmond. 

Recently the Board was advised that the Federal Reserve 

Bank of Dallas desired to accept such a deposit from one of its member 

banks and that it had been advised by its counsel that it could law-

fully accept and handle such an account and could properly and safely 

perform this service. In a conference with a representative of the 

member bank in question, members of the Board's staff were advised that, 

while the bank preferred to deposit such funds with the Federal Reserve 

bank, the circumstances were such that it could solve its problem by 

depositing the funds in other banks. 

In these circumstances, the Board advised the Federal Re-

serve Bank of Dallas concerning the views which it had previously ex-

pressed and stated that it felt that it should take no further action 

without obtaining the views of the other Federal Reserve banks. It 

was suggested that if, after further consideration of the practical 

and legal aspects of the matter, the Federal Reserve Bank of Dallas 

still believed that it should accept the proposed account, the Board 
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would communicate with the other Federal Reserve banks and, after 

obtaining their views, give further consideration to the matter; or 

that perhaps the bank would desire to have the matter discussed as a sys-

tem matter at the next conference of Governors or Federal Reserve agents# 

The Board has since been informed that, in view of the advice received 

from the Board and the possibility that the acceptance of such an account 

might involve the bank in unanticipated legal complications, the Federal 

Reserve Bank of Dallas has decided to withdraw its tentative consent to 

handle the deposit and that it will not be necessary for the Board to 

give further consideration to the matter. 

It is noted that you had previously intended to have this ques-

tion considered by the Governors' Conference. In the light of the facts 

stated above, the Board believes that this should be done before any fur-

ther action is taken and it is suggested that Governor Calkins, as Chair-

man of the Governors' Conference, place this matter on the program for 

the next meeting. In the meantime, it is believed that careful considera-

tion should be given to the practical aspects of the problem and that you 

should secure your counsel's opinion as to whether the Federal Reserve 

banks have the power to accept such deposits and whether the banks might 

incur legal liabilities in connection with such deposits which would make 

it undesirable to accept them. Copies of this letter are being sent to 

the Governors of the other Federal Reserve banks so that they and their 

counsel may study this problem prior to its consideration by the Governors' 

Conference. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill 
Secretary. Digitized for FRASER 
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