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A meet ing of the Federal Reserve Roerd was held in the office of the

Federa) Reserve Board on Saturday, liay 14, 1927, at 11:15 a.m,
PRESENT: Governor Crissinger
lir. Hemlin
lir. liller
lire Cunningham
lire Eddy, Secretary
lire llcClelland, Asst. Secretary
PRESENT ALSO: Mre Wyatt, General Counsel
Ire Gilbert, Supervisor of Examinations

The Governor stated thet the meeting was called primarily for the

Purpg -
Pose of cons idering the matter which ves ordered circulated at the

leet 4
tlng vesterday, namely, application of the Bank of Darlington, Inc.,

Darlingt on,

ang
for 66 shares of stock in the Federal Reserve Bank of Richmord .

kr, Gilbert discussed with the Board the condition of the c¢losed

Peae of Dariington, & former member of the System, the assets of which
o8 %o be taken over by the new Bank of Darlington, Inc., the steps in
¥ feorganizat jon of the bank, the condition of the surrounding terri-
oY ®1d the charecter of management end prospects of success of the

Neyw in

Stitution,

Dku'ing the discussion, Mr. James entered the meeting.

It wag the consensus of opinion thet in view of the fact that the
E&np

of Derlington, Inc., will purchase the assets of the old Bank of
Dﬁl‘linw

“0n, most of which are of an unliquid character, and the further

fact
that, the new bank will be under practically the same management as

the

°lq st itution, prospects of its successful operation as a member
of 4

be Systen are not good.

Following the discussion, lr. Hamlin moved
that the application of the Bank of Darlington,
Inc., for membership in the System and for stock
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in the Federal Reserve Banlz of Richmond, be
denied, without prejudice to the benk's right
to make & new application following én examina-
tion to be made after the bank has been in
operation for a sufficient length of time to
demonstrate the capacity of its management and
its ability to meintain its solvency.

Mr. Hamlin's motion, being put by
the Cheir, wes cerried.

Ure Gilbert then left the meet ing.

Ur, Tyatt then stated that in accordance with the understanding ar-
Tiveq 8% with the Board by the recent Conference of Governors, a meeting
e helg yesterday in Cleveland, with reference to the practice recently
#dopteq by certein natiomal banks in Alabama of stemping on the face of

the 3
ir :
Cashiers' checks the phrase "not payable through Federal Reserve

Bany,
» &tlante, ga." or same similar legend. He stated that the meeting

& g : i 5
ttendeq by himself, lr. Baker, specisl counsel, lir. Parker, member

0
the fim of Rendolph end Parker, Counsel for the Federal Reserve Bank

of 4
tuan"*&: lir. Strater, Secretary of the Federal Reserve Bank of Cleveland,

Who
*8 Chairmen of the Standing Committee on Collections of the Governors'

Conf‘
erence, and lire. Bell, Cashier of the Federal Reserve Bank of Atlanta.

® % e
hen reng and submitted for the Boerd's approvel two letters prepered

o,
1 p
he leeting, onc, a letter addressed to the Governor of the Federal

Res
er v . 3 e
Ve Bank of Ltlanta steting the Board's position on the metter end

West sne 1 s : ;
8ting hin to arrange & conference with the member banks involved and
end .

eq : i S s .

vor to persuade them to disc amtinue the practice of stamping on their

Cheg;
Cks “ .
the legend "not payeble through Federal Reserve Bank" or any

Sims
8 Y
r 1egond, and the other, & proposed circular letter to be sent to

5
Fe : Ja :
deral reserve banks outlining a uniform procedure to be followed

ed.org/



442

5/14/27 !

b
¥ the Federal reserve banks for hendl ing such items. He a&lso presented

an
d read 4o the Board proposed draft of a letter prepared by lir. Parker,

%0 be gop

-
'
@,

y the Tederal Reserve Bank of Atlanta to the member banks in

Quest, 4 ; 225 ! e 2
10n, calling attention to the Board's position with reference to
their Pt 2 z s 3 3 =y S *
Practice and requesting a conference on the subject. Ie stated

t -
hat, lre Bell, Iir. Strater and he had approved this last letter while

in ; : :
d Cle\feland, and that he had this morning received a telegram from lire

Baly
) TS g
Ts advising of his approval.

After discussion, upon motion by lMr. Hemlin,
the three letters submitted by Counsel were ap-~
proved as follows:

PrOPOSed letter to be sent to the Governor of the Federal Reserve
Bank of Atlante:

"The attention of the Federal Reserve Board has been called
t? the fact that a few member banks in the Sixth Federal Reserve
i8trict have rece 1tly edopted the practice of stamping on their
C&8hier 's checks the words, "Not payable through Federal Reserve
Bani, Atlenta, Ga,"

g The Federal Reserve Boerd has submitted the questions
Feised by this practice to its own generael and special counsel
Zi‘é lS &(.B.vise(} thzd& the use oi_’ if-,uch not&tion‘s is contrary tg,
ana ;1}1 violat 1or} of, the provisions of the Federal Reserve Act

: € Regulations of the Federal Reserve Board. It seems en-
irely clear that the purposes of the Federel Reserve Act, with
;iga’r‘d ﬁo check‘ collect ions _thx:ou;.;h *-;he Feflerz.xl lie?serve }f&nl:s,
&ng il part of the g nert:hl public policy embodied 1n;the Act,

_that the duty of this Board and of the Federal Reserve
&nks is o carry out that policy a2nd not acquiesce in the

FalVel

%I:‘-’W“l'»h of any prectice which would tend to render it ineffec-
ive,
Bbg In viex.r of the fi.hc‘l; that the banks of the country genera 1ly

© Cooperating heartily with the Federel Reserve Banks in this
':EZ:GI‘, it seems likely that the banks which have been placing

! restrictions upon their checks, have not appreciated fully

€ significance of their action. No daibt they desire to be
Nyl cooperation in the policy established by Congress and

© render their share of the public servicee involved in this
Miter, in return for the benefits which they and the country
§en‘3rﬂlly enjoy from the service rendered by the Federsl Reserve
JVstem to them end their customers. Vith this thought in mind,

© Federal Reserve Loard asks that you secure & conference with

RASER
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the executive officers of these banks; drew their attention

%o the view which this Board, under legal advice, has of their
Procedure; and ask its discontinuance."

PrOPOSed circular letter to be sent to all Federal reserve banks :

"It has been brouvght to the attention of the Federal Reserve I
Board that several member banks in the Sjxth Federal Reserve
District have initiated the practice of stemping upon their
Cdshier's checks, and in some instences upon customer's checks,
the notation "ot payable through Federal Reserve Bank, Atlanta,
Ga.", or some variant of these words.

The Federal Reserve Board has submitted the questions

Teised by this practice to its own general end special counsel
. 8nd is advised thet the use of such notetions is contrary to,
&nd in violation of, the provisions of the Federal Reserve Act
8nd the Reguletions of the Federal Reserve Board. It seems
er}til‘ely clear that the purposes of the Federal Reserve Act,
With regard to check collections through the Federal Reserve
Banks, are a part of the general public policy embodied in \

,\ :‘he Act, and that the duty of this Board end of the Federal
d‘ “®serve Banks ies to carry out that policy end not acquiesce
M the prowth of any prectice which would tend to render it
ineffective,

in effort will be made by the officers of the Federal ]
Reserve Bank of Atlenta to secure the cooperation of the member
banks in question by a careful and conciliatory explaration of
the Possible harmful effect of the practice. In the meantime, L

Séems wise that all Federal reserve banks should be informed ‘
°f this situat ion, and that & uniform cowse of procedure should
€ adopted.

: The recent Governors' conference cmsidered the situation
Y1th the general counsel of the Board and lr. Newbton D. Baker,
Yho has bheen asked by the Board to represent the System in the
maf'ter- As a result of this conference and of the consideration
‘trhlch the Board has given the subject, the following practice

: Va8 agreed upon and approved,

. la 411 Federzl reserve banks should continue to receive £
Checke from member banks end from non-member clearing banks in
%cordance with the provisions of Regulation J, even though

€y bear notations similar to the above.

2. If payeble in another district such checks should be
f(’I""&l‘(lec‘-. in the usual course to the Federal reserve bank or

e e

{h‘ br&nch of the district in whioch they are payable.

' Se When received by the Federsl reserve bank of the district

ich they ere payeble, such checks should be forwarded in

+18 regular course to the member benk on which they are drawn

M the ugual cash letter. :
4. In all cases vhere the member bank returns such checks 3§

in wh
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end gives no other reeson for feilure to pay except the restric-
tion attempted to be imposed by the legend stamped on the checks,
the Federal reserve bank should cherge the amount of the checks
to the reserve account of the merber benl: in question, return
the checks to the member bank, and notify it that it has been
80 charged. (This course can be taken only in those Federel re-
Serve districte where the check collection circular reserves the
right to charge checks to members' reserve eccounts.)

9e¢ I» member banks, so notified that such checks have been
?hﬂrged tB their reserve sccount, &gain return thea to the
Federal reserve beank end protest against the action of the
Federal reserve bunk in charging them to the member's reserve
8ccount, the Iederal reserve bank will notify the member bank
that it holds the checks in question subject to its orders,
&nd that the charge so made will stand.

All Federal reserve banks will keep the Federal Reserve
Board fyll informed of the situation created in this regard
N order that the Roard may call to the attention of the
Canptroller of the Currency, or otherwise deal with, the
Situation of any member bank whose reserve is seriously affect-
®d by the cherges so made as to which exceptions are pending.

Federal reserve banks in dealing with member banks upon
this Subject will reslize that the whole object of the Federal
Reserve Board and of the Mederal reserve banks is to carry out
the rurpose of Congress by meintaining the efficiency of the
Check collection end clearing functions entrusted to them by

€ 4Lct, and that no disciplinery purpose or hostility is in-

Volved, but thet the action of the Federal reserve bank in
®4ch case is in the due course of business, end in pursuence
of the pPlain duty of the bank under the law and regulations of
the Board,
. For your informetion there is enclosed a copy of a letter
thig day semt to Governor Vellborn of the Federel Reserve Bank
of 4tlante, and should any instance of this practice arise in
%0y other district it is recommended that u similer conciliatory
¢ffort be rmde with the member bank £t once."

Proposed letter to be sent by the Federsl Reserve Bank of Atlanta
© member banks stemping on their cashiers' checlks "lot payable
Tough Federal Reserve Benks:

"In re National Banks stamping on -
checks "llot payable through TFederal
Reserve Banks."

~_____ Bank of HenA
o Alabame. .

—

Gentlemen:
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"The Federal Reserve Board has written us & letter on the
&bove subj ject, & copy of uhlch we enclose herewith for your
infor mation, since it hes come to our notice that some checks
Tecently issued by or drawn on vou have borne & notétion similar ]
to that referred to in the Board's letter.

In view of the instructions of the Board we shall, of f
Course, continue to accept for collection checks drawn on your {
benk, even though such checks mey show & notation of the above '
Mentioned tenor. e trust that you will discontinue the prac- |
tice of so stamping your checks and that any checks now out- ;
St&ndlng will be ,k..:ul if presented by this benk to you. ,

We shall be very glad to dl-:CUay this matter with you ‘

&% an ea arly date as gum ested by the Board, and now invite you ,
%0 come to stlanta for such purpose at our expense. If it is f;
N0t convenient for one of your officers to come here, one of ¥

our officers will be glad to visit you.

Avaiting your advice in due course and anticipeting that,
&% least until we have had our discussion of the matter, you
Will see fit to comply with the request herein contained, I am,

Yours very truly,'

ww NDING COMUITTEE:

» Kay 14th, Recommending chenges in stock et Federal Reserve FBanks .
as set forth in the Auxiliery Minute Book of this date. !
Recormendetions approved.

The meet ing adjourned at 12:3
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/ ~Secretary E

~Goverrior
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