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OF TK« TREASURY C H A R L E S S . H A H U N 
^ CHAIRMAN H E N R Y A . M O E H L E N P A H 

F E D E R A L R E S E R V E B O A R D „.t.c„ap«A^7™V 
— — , R . G . E M E R S O N , ASSISTANT SECRETARY 

A D D R E S S R E P L Y T O W . M. I I ILAY, FISCAL AGENT 

FEDERAL RESERVE BOARD .WASHINGTON 

November 15 > 1919 -
X-17^5 

Subjec t : Reports of Conferences of Trans i t Managers and Auditors of 
Federal Reserve Bani»s, held in Cleveland,June 2)-2$, 1919. 

Dear S i r : 

The repor t s of the Conferences of Trans i t Managers and Auditors, 

held at Cleveland June 23-25, 1919, have be on received by the Board and 

considered, together with recommendations of Federal Reserve Agents and 

Governors of Federal Reserve Ban&a approving or disapproving the ac t ion 

taken a t the Conferences. The Boara has approved the repor t s of the Con-

fe rences and the ac t ion there in recommended, and suggests that the recom-

mendations be made e f f e c t i v e November 25th, except with regard to the topics 

discussed below. 

For convenience, the topics r e f e r r e d to below are numbered the 

same as in the Conference Reports, 

TopicII "FLOAT" 

A. Report of Committee. 

( l ) Clearing House Exchanges. 

Ha) Board's l e t t e r X-H21. 

RECOMMENDATION: I t i s f e l t t ha t the recommendation of the Committee a t 
the o f f i c e s of the Federal Reserve Board on August 7» 
191S as covered i n Federal Reserve Board 's l e t t e r 2-1121, 
r e^u i r i n^ that c r e d i t be given r emi t t i ng Federal Reserve 
Banks on day of r e c e i p t by r ece iv ing Federal Reserve Bents 
fo r Clearing House i tems, whether or no t rece ived i n time 
f o r the day ' s c l e a r i n g , i s a s tep backward i n the s c i e n t i f i c 
treatment of " f l o a t " . Actual " f l o a t " cannot be el iminated 
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by buokiieuping processes* as the remedy must be found in 
the cor rec t ion of time schedules, Where items are received 
a f t e r Clearing House hours, 1 day l s "float1 1 r e s u l t s , and 
the order tha t c r e d i t be given by the receiv ing ban^ on 
the premise that the items w i l l be co l l ec t ca on the same 
day set t lement i s made through the Gold iund with the re-^ 
mivting Federal Reserve Bam:, merely t r a n s f e r s the " f l o a t 
from the remi t t ing Federal Reserve Banx to the receiving 
Federal Reserve BanK and has no e f f e c t on tne system as a 
whole* 

I t would seem that the so lu t ion in th i s case would be 
the lengthening of the t ine schedules to the deposi t ing 
member banks, thereby placing the " f l o a t " where i t properly 
belongs and r e l i e v i n g the system to that extent* 

The Commit wee, therefore , recommends tha t the provisions 
of Federal Reserve Board *s l e t t e r & - l l ^ l , August 12th, W 
rescinded in so f a r as i t appl ies to tne subject hereof , and 
sL&t the Federal Reserve IOOK to the cor rec t ion of 
time schedules a f f e c t i n g them* 

The Board i s unable to concur with the recommendati..ns of the "Float" 

Committee that i t r esc ind that pa r t of i t s l e t t e r X~ll£l r equ i r ing that c r ed i t 

be given remi t t ing Federal Reserve Banks on the day of r ece ip t by receiving 

Federal Reserve Banks f o r Clearing House items, and reques t s tha t there be no 

change in the present p lan of handling such items* I t i s the understanding 

of the Board that where Clearing House items are received from other Federal 

Reserve Banks a f t e r c l ea r i ng hours, the amount of such items i s debi ted to 

"Clearing House Exchange" and c red i t ed to "Gold Settlement Fund Suspense"* 

This method of handling does not r e s u l t in the rece iv ing barui*s carrying any 

" f l o a t " on account of such items, as c l ea r ing house exchanges are permitted 

as a deduction from t o t a l gross depos i t s , which include Gold Settlement lund. 

Suspense account, The Board r e a l i s e s , of course* tha t if c r e d i t i s given to 

member banKs i n tne i r reserve accounts f o r items p r i o r to t he i r c o l l e c t i o n by 

tne Federal Reserve System, " f l o a t " i s c r ea t ed , ana tha t the only way to 

e l iminate such " f l o a t " i s by lengthening the time schedules* 
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(3) T rea su re r ' s Account. 

RECOMMENDAT I ON: The Treasu re r ' s account as a r u l e has a balance con-
s i s t i n g of co l l ec ted funds more than ample to cover 
i t s own f l o a t , and i t i s f a i t tha t the gross balances 

in t h i s account should be held a t a l l times ava i lab le 
to the Treasurer fo r checking purposes. However, in 
order to avoid, the f l o a t showing r e s u l t i n g from such 
treatment , the committee recommends ttiat the account 
be divided on statement Form 34 to show Treasure r ' s 
account co l l ec ted funds and Treasure r r s account un-
co l l ec ted funds; the uncollected f u n d s ' account to 
accura te ly represent items in t r a n s i t . 

The Board does not deem i t des i rab le to reques t a t the present 

time tha t any change be made in the method of handling the account of the 

United Sta tes Treasurer , but concurs with the recommendation of the Gonad, t tee 

that information should be avai lable to show, f o r purposes of ana lys i s , the 

amount of " f l o a t " a c t u a l l y ca r r ied by a Federal Reserve Bank f o r the Treasurer; 

and accordingly, commencing, with November , the Board reques ts that each 

Federal Reserve Banc show in a short column on form 34 the amount of uncol-

l ec ted items which have been credi ted to the Treasurer Ts General Account, and 

a lso r epo r t to the Board on the d a i l y TEND telegrams the amount of co l l ec ted 

funds and uncol lected funds c red i ted t o the T reasu re r ' s General Account, as 

f ollows: 

Government A, co l l ec ted fund balance; 
Government B, uncol lected fund balance. 

(4) National Bank notes , Feaeral Reserve Bonx no tes , and 

Federal Reserve notes . 

RECOMMENDATION: As National bank notes and Federal Reserve Bank notes 
in p rac t i ce are ava i lab le f o r the l i qu ida t ion of an 
equivalent amount of member banks ' depos i t s , i t i s 
recommended that they be not included in ca l cu l a t i ng 
" f l o a t " . 

Federal Reserve notes of other banks are i n f a c t an 
item of " f l o a t " and may be thus shown, although your 
cocEiiittee f s a l s that i t should be recommended to the 
Federal Reserve Board tnat» i f Congress should, amend the 
Act so tha t the so notes may be paid out by any Federal 
Reserve Ban^> then t h i s item of " f l o a t " should be eliminated 
from c a l c u l a t i o n s . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



A-172 5 
-4~ 

8 8 3 

The Board r e a l i z e s that National bank, and Federal He serve Bana. notes are 

ava i lab le f o r l i q u i d a t i o n of an equivalent amount of member banks ' depos i t s , 

providing they are so-ca l led " f i t no tes" . The Board, however, permits thei r 

deduction from depos i t s on the ground that they are demand ob l iga t ions of a 

bank, and as such mtist be t rea ted as uncollected items so long as they are 

held a t Federal Reserve Banks, Under the present lav/, t he re fo re , the Board cannot 

c o n s i s t e n t l y author ize Federal Reserve Banns to t r e a t such notes as deductions 

from depos i t s without c l ass ing them as uncollected demand obl igat ions of the 

i s su ing banK, and i f they are uncol lec ted demand obl iga t ions of a fcanii the Board 

holds tha t they must be classed as " f l o a t " . 

(6) Board's Table of Ratio of "Float" to Earning Assets and Deposi ts . 

RECOMMENDATION: Your committee f e e l s that the ca l cu l a t i on of " f l o a t " to t o t a l 
earning as se t s i s conducive to misunderstanding, as the same 
amount of " f l o a t " in do l la r s would show a d i f f e r e n t percentage 
from day to day as the earning a s s e t s might go up end down, and 
would recommend that t h i s column be eliminated from the Board ls 
t a b l e . 

In t h i s connection, the committee i s of the opinion that the 
l a s t column of the Board's t ab le , r a t i o of " f l o a t " to immediately 
ava i lab le Government and bank depos i t s , i s the proper bas is f o r 
determining the percentage of " f l o a t " , and a l so that a recommen-
dat ion be made to the Federal Reserve Board that such weekly r e -
por t be based upon the average d a i l y t o t a l s f o r the per iod . 

The column r e f e r r e d to in the discuss ion of t h i s topic was el iminated from 

tne Board's " f l o a t " statement in December 19IS. 

The Board approves, the recommendation that i t s weekly "f loat" statement 

be based upon the average da i l y t o t a l s fo r the pe r iod , and accordingly the new 

f.orm of repor t w i l l be e f f e c t i v e tiervember 6, 1919-

Topic 1X1 TIME SCHEDULES. 

A, Report of Committee. 

A proposed I n t e r d i s t r i c t time schedule has been submitted by the 

Board to a l l Federal Reserve Ban^s (Board's l e t t e r X-lb^tS), 
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Topic IV PAR LIST. 
i » 

F. I t i s recommended tha t the Board arrange to omit the phrase , 
" sub jec t to change without no t i ce" , from the published par l i s t 
and. supplement. 

In accordance witth the recommendation under t h i s t o p i c , commencing 

witth the October f i r s t supplement to the Par L i s t , the nota t ion on the f r o n t 

cover of the Federal Reserve Board Par List and monthly supplements, "Subject to 

change without riotice", w i l l be omitted. 

K. I t i s recommended that the par l i s t issued by the Federal Reserve 
Board conta in as a supplement a l i s t of s t a t e baziK members of the 
Federal Reserve D i s t r i c t s , l i s t e n by s t a t e s and d i s t r i c t s , and that 
the supplement to the par l i s t contain the changes between the dates 
of the issuance of the complete par l i s t s . 

Board adopted th is suggestion, e f f e c t i v e with the Ju ly f i r s t 

Par L i s t . 

Tonic V. CASH LETTERS. 

E. Uniform method of d e f e r r i n g country cash l e t t e r s when a Sunday or 

ho l iday in te rvenes . 

I t i s recommended that the deferred, time be by ac tua l business a ays. 

The Board considers t h a t i f an item i s a c t u a l l y i n t r a n s i t on a 

Sunday or a hol iday, t n i s day should be counted i n ca l cu l a t i ng the defer red time; 

i f , however, the item i s due to a r r i ve on a Sunday or hol iday at i t s des t ina t ion 

or an in termediate p o i n t , the Sunday or hol iday cauuot be counted as a business 

day, and one more business day should be added in c a l c u l a t i n g the defer red time. 

Tonic VI COLLECTION ITEMS, 

G> Direct rou t ing by member banks of one d i s t r i c t t o other Federal Reserve 

BanKs of c o l l e c t i o n items» 

I t i s the sentiment of t h i s conference t h a t , i f p o s s i b l e , co l l ec t i on 
f a c i l i t i e s should be extended to member banks to enable them to d i r e c t -
route c o l l e c t i o n items to Federal Reserve Barnes zuu Branches of other 
d i s t r i c t s . 

i'he Federal Reserve Board has ruled, t h a t , urner Section 1) of the 

Federal Reserve .Act, a Federal Reserve Baiuc i s author ized to c o l l e c t maturing 
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no tes , b i l l s or d r a f t s payable wi th in i t s own d i s t r i c t when received from i t s 
1 » 

own member banks or from another Federal Reserve Bank, but i * not authorized to 

handle such items when received d i r e c t from a member bank located in another 

Federal Reserve D i s t r i c t . The r u l i n g of the Board above r e f e r r e d t o i s published 

on page 467 of the Federal Reserve Bu l l e t in f o r May 1, 1919* 

K» Advisab i l i ty of sending non-cash c o l l e c t i o n items to member and non-

member banks i n other d i s t r i c t s f o r remittance when paid t o the sending Federal ' 

Reserve Bank or the Federal Reserve Bank in the d i s t r i c t i n which the co l l ec t ing 

bank i s located. 

I t i s recommended t h a t any Federal Reserve Ban*: having co l l ec t ion -
items payable in any other Federal Resdrve D i s t r i c t , send those item 
to the Federal Reserve Bank or Branch i n the d i s t r i c t -where the item 
i s payable. 

The Board f e e l s that ac t ion on t h i s topic should be de fe r red , and th 

there be no change in the present method of handling by Federal Reserve Banks of 

c o l l e c t i o n items payable in other Federal Reserve D i s t r i c t s . 

VII WIRE TRANSFERS. 

The Board's l e t t e r of J u l y 3 > 192-9 (X-l6Ci7)» advises a uniform 

method of handling wire t r a n s f e r s of funds between Federal Reserve Banks adopted 

by the Board, e f f e c t i v e July 1$. 

XI. EXCHANGE DRAFTS /IIP TRANSFER DRAFTS . 

I t i s recommended tha t the l imi t on excliaise d r a f t s be removed, 
and that t r a n s f e r d r a f t s be abolished. 

The Federal Reserve Board disapproves the motion tha t the l imi t 

on exchange d r a f t s be removed and tha t t r ans f e r d r a f t s be abol ished, and reques ts 

that the procedure of handling exchange and t r a n s f e r d r a f t s as out l ined i n the 

Board's l e t t e r of Apr i l 12, 1917 (X-92) bu adhered t o . 

AUDITORS1 CONFERENCE 

Topic I I FEDERAL RESERVE BAdK ACCOUNTS . 

B. Uniform method of ad ju s t i ng erroneous deductions and c r e d i t s . 
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1. When s h a l l e r r o r s in deferred, cash l e t t e r s be deducted? 

I t i s recommended tha t tho adjustment be made cn the da te of d iscovery . 

The Board concurs with t h i s recorcraendation, provid ing the da te of d i s -

covery ie. the da te of a v a i l a b i l i t y or a date subsequent t h e r e t o . 

Tonic V FORMS 

-A. Revision of t orms X-7^4 and ^-79^-

The Board has prepared and forwarded a supply of rev ised forms 

%-794 and -X-79^-a, and i f necessary these forms w i l l be again rev i sed -January 

1, 1920. 

Very t r u l y yours , 

Ass i s t an t Sec re ta ry , 

Let ter to a l l Chairmen of F.R. Banks, 
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