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Novembter 17, 1y22.

SUBJECT: Employment of Hon. John W. Davis in all
Par Clearance Liti.ation.

Dzar Sir:

In view of certain racent developments in the so-callad
par clearance litigation, the Board has dz:cided to suggest that all
of the Federal Reserve Banks employ Mr. John V. Davis, of New York,
former Solicitor General of ths United States, and former ambassador
to Great Britain, to direct ths conduct of all such litigation which
may now be pending against any of them or which may arise in the near
future.

As you know, the Federal Rescrve Bank of Atlanta, at the
suggastion of the Federal Reserve Board, employed Mr. Davis as its:
principal counsel to conduct the trial of the case of the American
Bank and Trust Company v. Fedsral Reserve Bank of Atlanta, which at
that time had just been remanded by the Supreme Court of the United
States for trial on its merits before the United States District
Court for the Northern District of Georgia: In view of the fact
that the questions at issue in that case had assumed a natioh-wide
scope and vitally affected all of the Federal Reserve Banks, the
expenses of Mr. Davis! employment in that litigation were borne
at the Board'!s suggestion by all of the Federal Reserve Banks pro
rata. While Mr. Davis has acteda in an advisory capacity in the
other par clsarance cases, he has not participated actively in the trial
of any but ths Atlanta case. The Board fecls that, from the stand-
point of the Federal Reserve System as a whole, the Richmond, San
Francisco, and Cleveland cases, as well as others which may arise, are
Just as important as the Atlanta case, and if it was to the interest
of all of the Federal Reserve Banks to employ Mr. Davis to conduct
the litigation in the Atlanta case, it is cgually to the intarest of
all of the Federal Reserve Banks to employ him in all other cases
“involving similar litigation. Furthermore, it scems unjust for the
Federal Reserve Banks of Cleveland, San Francisco and Richmond to

be callad upon to contribute to the czpenses of Mr. Davis! employment

in the Atlanta case and not have the bensfit of his active participation
in the trial of their own casas.
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All casss growing out of this par clearance litigation are
naturally inter-dependent, and the decision in cach case necessarily
has its affect on the litigation in every other case.  This is well
‘illustrated by what happencd in the Iichmond case. That casc was
handled admirably by local counsel and a decision was won by the
Faderal Reserve Bank of Richmond in the Supreme Court of North Carolina.
Quite recantly, however, that ccurt .ranted a petition to re-hsar the
case, and it appears that this action was influenced to some extent at
least by the decision in the San Francisco or Brookings case. The
Boari understands also that the brief filed by Mr. Smith, counsel for
the State banis, on the re-hearing of the Richmond case lays much
stress on th: aecisions in ths San Francisco and Clevelana cases. It
is obvious that tiae ascision in the Claveland case also was influsnced
to a large extent by the language of the opinion rendered in th: San
Francisco case.

It appears that all the State banks involved in these cases
have retained the same chief counsel, Mr. Alexander V. Smith, a very
able lawyer, and thereby have acnieved a uniform policy and a coordina-
tion of tactics in th: several cases. By this means they have gained
also a distinct advanta.c in being represented in each of these cases
by counsel who is thorouchly familiar with every aspect of eacn of the
other cases.

The Board believes, therafore, that it is of first importance
to the successful conduct of all of the par clearance litigation that
the Federal Reserve Banks employ the same principal counsel to take charge
of all such litigation, and in view of ais excaeptional legal ability, in
addition to the experience which he has alrsady had in the Atlanta case
and his splendid success in the trial of that case, the Board strongly
recommends that all of the Federal keserve Banks smploy Mr. Davis in
such capacity. In making this suggestion, of course, it is not the
Board's idsa that the Federal LResarvs Banks should dispense with the
services of their regular counsel or any of the special counsel whom
they have retained or desire to retain in such cases. The Board rsalizes
that the services of local counsel will be requirsd for much of the
actual conduct of such litigation, but believes that it is to the
intersst of all concernzd that Mr. Davis be placsa in a position to
direct the +trial of all such cases and to participate actively in the
trial of cach case to0 such sxtent as he deems advisable.

; The Board will be pleassd to learn at your early convenience
of the attituds of your directors in this matter and whether or not
your bank will be willing to rstain Mr. Davis, jointly with the other
Federal Rsserve Banks, in the capacity indicated above, the 2xpanses of
such employment to be borne pro rata by all of the Faederal Reserve Banks.

By order of the Federal Reserve Board.

WM. W. HOXTON
Secretary.
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