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W A S H I N G T O N 

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 B O A R D 

November 50, 1936 

SUBJECT; Deposits of uninvested trust 
funds in Federal Reserve banks. 

Dear Sir: 

Referring to the Board's letter of September 

30, 1936, (X-9709), with regard to the deposit of un-

invested trust funds in Federal Reserve banks by member 

banks, there is inclosed herewith for your information 

a copy of a letter .received from the Federal Reserve 

Bank of San Francisco on this subject, together with a 

copy of the Board's reply thereto. 

Very truly yours, 

Chester Morrill, 
Secretary. 

Inclosures 

TO PRESIDENTS OF ALL FEDERAL RESERVE BANKS 
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FEDERAL RESERVE BANK OF SAW F1WCISCO 

October 8, 1956 

Board of Governors of the Federal Reserve System, 
Washington, D. C. 

Dear Sirs: 

In its letter of September 50th, X-9709, Sec. 12 FRA-2, the 
Board states that it would offer no objection to the receipt by Fed-
eral Reserve Banks, from Trust Departments of member banks, of a 
temporary separate deposit of uninvested trust funds when in the 
judgment of the Reserve Bank special circumstances render such serv-
ice desirable in a particular instance. 

We appreciate the decision of the Board because it will 
enable us to avoid extraordinarily large payments of currency for 
no other purpose than to facilitate bond-refunding transactions. 

Pending the settlement of the subject, we have certified a 
few checks, but did not wish to continue doing so as a general prac-
tice without the Board's knowledge and approval. 

As pointed out in earlier correspondence, a trustee has only 
three methods of holding funds deposited in anticipation of a bond-
refunding operation. Such funds might be deposited in the Commercial 
Department of the same bank, thus necessitating the pledge of eligi-
ble securities which the Commercial Department may not have available. 
They might be deposited with some other bank. Inasmuch, however, 
as the depositary can not lawfully pledge its assets to secure the 
funds, the trustee can not afford to assume the risk when large 
amounts are involved. There remains the withdrawal of currency from 
the Reserve Bank, to be held in the vaults of the trustee. 

Our interest became aroused when the possibility of currency 
withdrawals amounting to $50,000,000 or #40,000,000 were in the offing. 

Counsel for the Board has pointed to the possible dangers 
which might arise through an alleged co-mingling of assets if funds 
are transferred from the Trust Department account directly to the 
reserve account of the same member bank. In view of such a possi-
bility, we shall continue the practice of certifying the member bank*s 
checks drawn against its reserve account, payable to itself. In such 
circumstances, the certified chocks endorsed in blank are handed by 
the member bank to its Trust Department. The checks will reappear 
at the Reserve Bank in the form of deposits made by the member bank 
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for credit of its reserve account. Under this procedure, ive do not 
see how it would be possible to charge the Federal Reserve Bank with 
knowledge of any trust relationship, inasmuch us such transactions 
are conducted in the normal course of business. 

Yours very truly, 

(Signed) Ira Clerk 

First Vice President. 
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COPY 

November 25, 1936. 

Mr. Ira Clerk, First Vice-President, 
Federal Reserve Bank of San Francisco, 
San Francisco, California. 

Dear Mr. Clerk: 

This refers to your letter of October 8, 1936, with regard 

to the Board's letter of September 30, 1936, (X-9709), in which the 

Board stated that, while it felt that it was not desirable that Fed-

eral Reserve banks engage as a general practice in receiving un-

invested trust funds on deposit from member banks, for the present 

it will offer no objection to the receipt of such deposits in a 

special account when in the judgment of the Federal Reserve bank 

special circumstances render such service to a particular member 

bank desirable for a temporary period. 

You advise that, in lieu of accepting trust funds from a 

member bank on deposit in a special account, it is your practice to 

certify checks of a member bank drawn against its reserve account 

payable to itself. It is understood that such certified checks are 

indorsed in blank and delivered by the member bank to its trust 

department in exchange for funds of an equal amount, and that when 

the trust department subsequently desires to obtain the funds it 

returns the checks to the commercial department in exchange therefor 

and the checks are then re-deposited in the reserve account of the 

member bank with the Federal Reserve bank. 
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The Board of Governors offers no objection to the practice 

above described in lieu of the receipt of deposits of uninvested 

trust funds of a member bank in a special account, when in the 

judgment of your bank special circumstances render such service to 

a particular member bank desirable for a temporary period. As in 

the case of receipt of deposits of uninvested trust funds, however, 

it is believed that in any case in which the facts are known to you 

this service should be discontinued as soon as the special circum-

stances justifying it are .eliminated. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary. 
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