FEDERAL RESERVE BANK
OF NEW YORK

r Circular No. 3397 "1
L November 29, 1948 J

COLLECTION OF CASH ITEMS

Amendments to Regulation J of the Board of Governors
of the Federal Reserve System, Effective January 1, 1949

To all Member and Nonmember Clearing Banks,
and all Collecting and Remitting Banks, in the
Second Federal Reserve District:

For your information we reproduce below the text of a statement, dated November 24,
1948, issued by the Board of Governors of the Federal Reserve System with respect to amend-
ments to its Regulation J, and to the operating circulars and letters of Federal Reserve Banks
governing collection of checks and other cash items, which amendments will become effective
January 1, 1949:

Amendments to Regulation J Regarding Delayed Return of Unpaid Items

Several months ago, the American Bankers Association recommended that the Board of Governors
of the Federal Reserve System amend its Regulation J, relating to the clearing and collection of checks
by Federal Reserve Banks, in order to authorize a procedure for the conditional payment of cash items
presented by Federal Reserve Banks subject to the right of a drawee bank to return unpaid items for
credit or refund on the next business day after their receipt by the drawee. The recommendation was
made in the light of the fact that in recent years many banks have adopted the practice of “ delayed
posting” which involves a procedure of this kind with respect to the return of unpaid items and that
the practice has been recognized by the enactment of statutes in a number of States and by rules
adopted by numerous clearing house associations.

On April 16, 1948, the Board of Governors published in the Federal Register a preliminary notice
of proposed amendments to its Regulation J to give effect to the procedure recommended by the
American Bankers Association; and at that time a statement with respect to the proposed changes was
sent by the Federal Reserve Banks to their member banks for their information.

The Board has now adopted the amendments to Regulation J, to become effective January 1, 1949,
in the form in which they were previously published in the Federal Register (except for a change in
the footnote and one other minor change). These amendments are being published in the Federal
Register on or about November 30, 1948. It is contemplated that the Federal Reserve Banks will
amend their operating circulars or letters relating to the collection of cash items to conform to the
amendments to the Regulation. In effect, the amendments to the Regulation and to the operating
circulars or letters of the Federal Reserve Banks authorize the Federal Reserve Banks to accept, as
conditional, payment for checks and other cash items made on the day such items are received by a
drawee bank and to permit the drawee bank to return items as unpaid, for credit or refund, at any time
up to midnight of the drawee’s next business day following receipt of and remittance for such items.

It should be noted that adoption of these amendments does not mean that any bank is required
to follow the practice of delaying the return of unpaid cash items; and any bank may continue to
return unpaid cash items with its remittance on the day of receipt.
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It is also to be noted that the procedure provided for in these amendments for the return of
unpaid items on the day after presentment and remittance applies only to checks and other items
handled by the Reserve Banks as “ cash items” and does not apply to items handled by them as
“noncash items” under the Board’s Regulation G.

In May 1948 the American Bankers Association transmitted to banks which are members of the
Association a suggested form of collection agreement with depositors, for use by banks on deposit
tickets, signature cards, and the like, in order that the banks may be afforded adequate protection with
respect to the collection of items in accordance with such conditional payment procedure. The
Association has also drafted a model statute authorizing a procedure of this kind and has informed
the Board of Governors that it will send a copy of the proposed statute, together with an explanatory
statement, to the State Bankers Association of each State, urging its adoption.

The text of the amendments to Regulation J is attached.

The text of the amendments to Regulation J, attached to the Board’s statement, is printed

on the following page of this circular. As indicated in the third paragraph of the statement the

amendments are being published in the Federal Register on or about November 30, 1948.

The texts of the statement and preliminary notice of the Board of Governors of the Federal

Reserve System, referred to in the second paragraph of the above quoted statement, were sent
to member and nonmember clearing banks with our Circular No. 3327, dated April 15,1948.

Our Operating Circular No. 4 governing “ Collection of Cash Items” will also be amended

effective January 1, 1949, to incorporate amendments corresponding to the amendments to
Regulation J.

Copies of Regulation J and of our Operating Circular No. 4, both as amended effective

January 1, 1949, will be sent to you prior to that date.'

Digitized for FRASER

Additional copies of this circular will be furnished upon request.

Allan Sproul,

President.
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AMENDMENTS TO REGULATION J

ISSUED BY THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

Effective January 1, 1949, Regulation J, “ Check Clearing and Collection”, is amended in the

following respects:

1. Paragraph (2) of section 5 is amended by adding at the end of such paragraph the following

sentence:

A Federal Reserve bank, or any agent to which such checks are forwarded by a Federal Reserve
bank, may present such checks pursuant to any special collection agreement not inconsistent with
the terms of this regulation or may present them through a clearing house subject to the rules
and practices thereof.

2. Section 5 is amended by inserting therein a new paragraph (4) reading as set forth below

and by changing the designations of present paragraphs (4) to (8), inclusive, so that such para-
graphs will be designated (5) to (9), inclusive:
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(4) Any check which a Federal Reserve bank or an agent thereof presents to the drawee
bank for payment or sends to the drawee bank for collection, and for which remittance or settle-
ment is made by the drawee bank on the day on which it receives3 such check, may be returned
for credit or refund at any time prior to midnight of the drawee’s next business day following
such day of receipt or prior to the time provided by applicable clearing house rule or special
collection agreement, whichever is earlier, except that this paragraph shall not apply to checks
presented over the counter.

3 A check received by a drawee bank on a day other than its business day, or received on a business day after its
regular business hours or during afternoon or evening periods when it has reopened (or remained open) for limited
functions, shall be deemed to have been received on its next succeeding business day.

3. Section 6 is amended to read as follows:

Each Federal Reserve bank may also promulgate rules not inconsistent with the terms of the
law or of this Regulation, governing the details of its operations in clearing and collecting checks
and other cash items. Such rules shall be set forth by the Federal Reserve bank in its letters of
instruction to its member and nonmember clearing banks and shall be binding upon any member
or nonmember clearing bank which sends any check or other cash item to such Federal Reserve
bank for collection or to any other Federal Reserve bank for the account of such Federal Reserve
bank for collection.
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Federal Reserve Bank

of New York

New York 45,N.Y.

November 30* 194-8e

NEW AND DANGEROUS COUNTERFEITS

To all Banks in the
Second Federal Reserve Districts

We have been advised by the Treasury Department* Field Force* United States
Secret Service* Second District* of a new counterfeit #10 Federal Reserve note and a
new counterfeit $20 Federal Reserve note*
The United States Secret Service describes the $10 counterfeit as followsi
$10 FEDERAL RESERVE NOTE

On the Federal Reserve Bank of Chicago* Illinois; Series of
1934-C; check letter "L¥* face plate No. 108 or 4-30* Serial

No. G20964706B; check letter “K¥* face plate No. 430* Serial
No. (G20964.705B; check letter HGn* face plate No. 110* Serial
No. G20209647B; facsimile signatures of W. A. Julian Treasurer
of the United States* and John W» Snyder* Secretary of the
Treasury; back plate No. 1201.

This counterfeit* of excellent workmanship* is printed on one
sheet of heavy paper similar to that used for $20 FRN (1201).
Faint red crayon marks have been used to simulate the genuine
fibre. In the Hamilton portrait* which is superior to the
average counterfeit* a heavy black line marks the bridge of
the nose* and a tiny white speck mars the otherwise well-
executed cross-ruled background. The speck is opposite
Hamilton 3 lower lip and about 1/16th of an inch from the
outer edge of the oval#

A diagonal white streak (which appears to be a plate defect)
intersects the hair-line border and mars the lathework at

a point about 7/8ths of an inch from the top right corner of
the note face. <

In the Treasury seal magnification reveals that a green dot

immediately under the center of the arm of the balance scales
blends with the arm whereas it should be separate. Also* the
left end of the right-hand suspended scale pan extends beyond
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the point -where the left chain touches the pan. |In the
genuine the pan ends -where it touches the chain. The serial
numbers are thicker than the genuine, and the suffix letter
”B” is slightly smaller than the numerals.

The back of the note is a much darker green than the genuine,
but is very well-executed.

The United States Secret Service describes the $20 counterfeit as follows?
$20 FEDERAL RESERVE NOTE

On the Federal Reserve Bank of Chicago, Illinois, Series of
1934C| check letter ”G’, face plate No. 110, Serial No.
G9795B596Cj check letter ”1”, face plate No. 110, Serial No.
G97859597CJ check letter ”L”, face plate Noo 108, Serial No.
G97958598C; back plate Noo 4-80$ facsimile signatures of

Wb Ao Julian, Treasurer of the United States, and John 'WW Snyder,
Secretary of the Treasury.

This is a deceptive production printed on one sheet of good
quality paper heavier than the genuine, on which faint crayon
marks have been used to simulate genuine fibre. The Jackson
portrait is especially well-executed, although the face
generally lacks the impression of depth given in the genuine.

In the Treasury Seal, magnification reveals that a green dot
immediately under the center of the arm of the balance scales
blends with the arm whereas it should be distinctly separate.
Also, the left end of the right-hand suspended scale pan extends
beyond the point where the left chain touches the pan. In the
genuine, the pan ends where it touches the chain. The serial
numbers are thicker than the genuine, and the prefix letter “Gl
is sufficiently defective to be mistaken for a W” at first
glance.

A defect in the small letter ”t" in the title ”Secretary of the
Treasury” makes it appear that the crossbar is omitted, and the
letters “ry” in "Secretary” are joined together. In "Treasury”
there is a tiny black dot just above the first downstroke in the
letter "u”.

The back of the note, although of good workmanship, is printed
in a green much darker than that used for genuine currency»

Counterfeit currency received by banks from any source should be forwarded
to the nearest office of the United States Secret Service. The Secret Service has
offices in Room 917, Federal Office Building, 90 Church Street, New York 7, NoY%*j
in the U. S. Court House, Buffalo 1, N.Y.$ in the Post Office Building at Utica 1, N.
and at 1060 Broad Street, Newark 1, N.J*

ALLAN SPROUL*
President*
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