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(Confidential) 

RECORD OF THE CO:~ENCE OF COID!SEL OF FEDERAL RESERVE J31UT.KS 
HELD AT WASHIHGTOU, D. C., m:r FEBRUARY 9 Alil'D 10, 1928. 

The conference convened on Fe"truary 9th at 10:00 A.M. in the Board room 
of the 1ederal Reserve Board, Treasury De~artment, Washington, D.C. ~1ose present 
were: 

Mr. A. H. Weed, Federal Re servA Bank of :Boston 
K. K. Carrick, II II II II Boston 
L. R. Mas or~, II II II II New York 
J. s. Sinclair, II II II II Philadelpr.ia 
Sterling B. ~Tewell, II II 11 II Cleveland 
M. G. Wallace II II II II Ricr.mond 
R. s. Parker, II II II I Atlanta 
c. L. Powell, II II II Chicago 
J. G. McConkey, II II II St. Louis 
A. Ueland, II II II Minneapolis 
Sigurd Ueland, II II II Mim1eapolis 
H. G. Leedy, II II II Kansas City 
E. B. Stroud, Jr.' II II II Dallas 
A. c. Agnew, II II II San Francisco. 

Mr. Newton D. Baker was present during the morning session on February 
9th. 

Mr. Walter Wyatt, Mr. B. M. Wingfield, and Mr. George B. Vest from the 
Federal Reserve Board. 

Governor Young of the Federal Reserve Board addressed the conference 
briefly upon its opening. Mr. Wyatt uas then el~cted permanent Chairman of the 
conference and he appointed Mr. Vest as Secretary. 

The following is a record of the action taken by the conference on the 
various matters on the program. 

TOPIC NUMBE...'t 1. 

What ~ffect will ruling of Supreme Court of Texas that 
trade acceptances are non-negotiable which bear the 
legend- 11 The obligation of the acceptor hereof arises 
out of the purchase of goods from the drawer, maturity 
being in conformity with the original terms of purchase11 -

have u~on the negotiability of bankers' acceptances con
taining similar language, e. g., 11 This acceptance arises 
from the domestic storage of cotton and was secured at 
time of acceptance by documents securing and conveying 
title to --- bales and will remain so secured through
out the life of this acceptance. 11 
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After a discussion of this subject a committee consisting of 
Messrs. Mason, Weed and Stroud was a:9pointed to consider a report with 
reference thereto. The comri1i t tee later submit ted :1. ts report which, after 
amendment, was adopted in t::1e following form: 

"RESOLVED, That it is the opinion of this confer
ence that the following certificate now appearing on bank
ers' acceptances, namely -

11 1 This bill was secured at the time of ac
ceptance by independent warehouse, terminal, 
or other similar receipt couveying security 
title to (name of readily marketable staple) 
stored in (country where stored) and the ac
ceptor will remain secured throughout the 
life of the bill.' 

may rlmder the instrument nono.ncgotiab1e. and, therefore, it 
is recommended that the following words be eliruinated from 
the certificate -

11 'and the acceptor will remain secured throug..'l
out the life of the bill.' 

11 FURTBER RESOLVED, That j_n the event this elimination 
is made from the certificate, it is the opinion of this con
ference that Regulation A, Al·ticle E, Section XI, Subsection 3, 
will be sufficient to give effect to the policy of reauiring 
the acceptor to remain secured throughout the life of the bill. 
It is recognized, however, that for practical reasons the op
erating officials may desire to adopt other means to assure 
the continued security of such bills, in which case it is rec
commended that the matter be referred to the G3neral Counsel 
of the Federal Reserve Eoard to devise further ways and means." 

The conference then vote.d to ap:9rove the recommendations of Mr.Wyatt 
contained in his opinion dated October 7, 1927, with reference to the 
clause~ to be used in bankers acceptances covering domestic shipments and 
import and eX9ort transactions. These recomnendations are as follows: 

11 1. That no change be made in the fonn of certificate 
to be used on acceptances covering domestic shipments. 

11 2. That the form of certificate to be used on..ae
ceptances covering import and export transactions be changed 
to read as follows: 

"'The transaction which gives rise to this 
instrument is the (importation) of (name of commodity) 

(exportation) 
from (point of shipment) to (place of destination). 

Name of Acceptor." 
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In view of recent decicion of Suureme Court of Kansas 
(Colorado and So. Railway Co. vr:,: Docl:ing, Receiver of 
Arnerican State Ba11k, 124 Kansas, 43) , in which it was 
held that directions contained in cash letters to remit 
by draft, changed the relationship between the forw·ard
ing bank and collecting baru~ from principal and agent 
to that of creditor and debtor: What change, if any, 
should be made in methods of procedure now followed to 
obtain immediately available reoittances for cash letters? 

After discussion N~. Agnew moved that it be the sense of the 
conference in view of the conflicting statutory requirements, and in 
view of the conflicting judicial decisions on the question of the status 
of remittance draft claims, that no uniform or concerted action can be 
taken on this probler:1, and it must be left for solution to the Federal 
reserve banks in their respective jurisdictions. 

This motion was adopted by the conference. 

TOPICS 11nlBERS 3 & 4. 

The action of certain member banks in stamping 
on cashier's checks the phrase "not payable through 
Federal reserve banks. 11 

The action of member banks in stamping on cashier's 
checks the phrase 11Payable in Uew York Exc~'lge. 11 

These topics were considered together and after a discussion 
Mr. Wallace moved that it is the opinion of this conference that the 
handling of the matters covered in Topics Numbers 3 and 4 by the Federal 
Reserve Bank of Atlanta, under the advice of Mr. Baker, Mr. Wyatt and 
Mr. Parker, is entirely proper and that the conference approve of the 
methods followed. 

This motion was adopted by the conference. 

TOPIC NUMBER 5. 

The par clearance case of the State Bank of Hugo, £,:inn. 

Mr. B!lker made a brief statement with reference to this matter 
and the legal aspects of the case ~ere generally discussed. No formal 
action was taken. 
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TOFIC lM.3:sR 6_. 

The individ:u.al reports by each Fed.ern.l reserve bank 
outlining the procedure followed by eA-ch bank in 
ha11dlL1g cash and ncn-cash collections. These reports 
were prepared as a ::es-..::.lt of a reques:. made at the 
Spring Co11ference of Governors to be subiuitted to Mr. 
Baker for his review and reco~nendations. 

Mr. Baker stated that the reports referred to had not yet been 
submitted to him, and accordi::gly were not available for consideration 
at this time. No form13.l action \:as taken. 

TOPIC NUlvffi:EF. 7. 

The right of a Federal reserv~ bank to charge to the 
reserve account of an insolvent me~ber ba~~ cheCks 
received. by the Federal reserve bal~( for collection 
and transmitted to the member bank for payrnent prior 
to the insolvency. (See Board Letter (X-4976) dated 
October 1927). 

After a f-:lll discusBion o:f tl1is topic, U}"On vote of the con
ference a conni ttee consi::>ting of MessrB •. Agnew, Stroud a:1d Mason was 
a~Jpointed to draft a resolution expressing the views of the conference. 
The committee later repo1·tecl, su'b:ci ttin.g two resolutions. The first 
of these wac as follows: 

"RESOLVED, That after thorough discussion and 
consideration of the subject it is the opinion of this 
conference t:1at th::; inclusion by the Federal reserve 
banks in their check collection circ"Luars of provisions 
giving to suc:1 Federal reserve ba:nks the right to charge 
cash items to the reserve accouu1t or cl~arine account 
of banks 1at any time \7hen in any particular case such 
Federal resc,rve bar.k deems it necessary so to do,' 
is a dangerous policy involving leBal com_)lications 
and that such provisions should be eliuinated from the 
check collection circulars o:: the Federal reserve banks." 

11 ::8:3 IT FURT:-r21..-1. R:J:SOLVED, That in tllo opinion of 
this conference, uniformity ar.1ong aJ.l ::::-eserve banks in 
the method of haneling reserve b~lances in relation 
to outstandinG cash letter obligations is nost desir
able." 

This resolution was adopted "by the co~1fcren,ce, Iii". Sinclair 
and Mr.- Wallace votinc:~ i:;. tLc negative. 

Mr. Sinclair, on behalf of Counsel Zor the Federal Reserve 
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Bank of Philadelphia, desired to be recorded as voting in the negative 
on the foregoing resolution in view of tho present collection procedUre 
followed by the Federal Ruserve Barik of Philadelphia, and its present 
chock collection circular fs~11.0~ pursuant ~o Regulation J • 

follows: 
Tho second resolution proposed by the COnL1ittee was as 

":BE IT RESOLVED, That after careful consid
eration of the facts involved and the law appli
cable it is the opinion of this conference that 
the pursuit by the Federal Reserve :Bank of Rich
mond of the litigation contemplated between that 
batik and the Receiver of the Farmers and Merchants 
National Bank of Lake City, South Carolina, is 
fraught with ;nost dangerous consequences to the 
entire Federal reserve collection system. 11 

This resolution was adopted by the conference with Mr. Wal
lace, Mr. Ueland and Mr. Weed voting in the negative, and Mr. Sinclair 
not voting. Mr. Weed stated that he voted "Iro" on the ground that the 
resolution was a direction to the Federal Reserve :Bank of Richmond. 

TOPIC NUMBER 8. 

Liability of Federal resorvo bariks on Fedo~al 
reserve exchange draft before such draft is 
presented anu accepted. 

This subject was discussed by the conference and views ex
changed but no formal action was taken. 

TOPIC NlJM:SER 9, 

Terms on which non-cash collections should be 
handled by Federal reserve bariks. 

After consideration of this subject the conference voted that 
a committee be appointed to report on the form of paragraph which the 
conference should recommend be adopted by the Standing Committee on Col
lections. Messrs. Newell, Mason, Parker and Stroud were appointed on 
this committee. The committee submitted its report as follows: 
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11 Your Co;nEli ttee, appoil:ted for the :p-.::.rpose of consid
ering a form of conditions under w'lic}l :Federal reserve banlcs will 
receive non-cash i terns for collection, makes tile folloning report: 

11 It is the oyinion of all ;ner::-Jers of the Co:mrili ttee 
that the Federal reserve ba11J.l::s may, if they so desire, b~r a:Jpro:pri
ate provisions of their circular letters, sec·ure the rip.,ht to ac
cept drafts or c:1ecks in pa;y1nent of non-cash i ter.J.s a,ccOl:a:Janied by 
documents or other thincs of value and avoid liability for having 
accepted something in p1..:rported :;:~ayment which may prove to be non
collectible, 'Jrovided the Federal reserve barik in accepting the check 
or other form of payr~ent used due care. 

11 It is the opinion of three members of the Cor:Jmit-
tee that the Federal reserve banks should not incorporate in their 
circulars language exem:)ting them from liability where they accept 
anything othar than cash in payment of non-cash items accoiDDanied by 
documents or other things of value where these non-cash items are 
collected by the Federal reserve ba11k or its branches in their own 
cities. If it be determined as a matter of policy by the Standing 
Committee on Collections that the Federal reserve batiks should not 
exempt themselves from liability as stated above the Committee is 
unanimously of tho opinion that a statement of conditions substan
tially in the fonn set forth below will accomplish the purpose, 
placing u~Jon the Federal reserve banks the obligation of procuring 
actual payment for non-cash collection items accompanied by docu
ments or other things of value when presented to the Federal reserve 
batik or its branch in the city where same is located, and will ade
quately protect the Federal' reserve ba:1ks and their branches from 
liability where presentation of such items is made by or through 
collecting acents. 

11 The Comrai tt.ee calls the attention of the confer
ence to the fact that Mr. Strater has not yet completed his study 
of the :prov::.sions in the collection circulars of the several banks 
and it is quite possible that there may be a necessity for naking 
some additions or amenfunents to the form of conditions submitted 
herewith to the conference by reason of newly discovered matters 
not now considered which may later be brought to li~1t by Mr. 
Strater's stucJ.y. Therefore, it is the reconne1endation of the CoL'1-
mi ttee that the confere~lCe ap~:>rove the statement of conditions 
submitted herewith, with t:1e understanding that it may be subject 
to some modifications and additions before the reuort is made by 
the Standing Committee on Collections to the next· conference of 
Governors. 

11PROPOSED CONDITIONS UNDER WHICH FEDER.l\. 
AL RESER.VE ::BANKS WILL RECEIVE NON-CASH 
ITEMS FOR COLLECTION. 

Every oember or non-member clearing bank which send raaturing notes 
and bills or other non-cash items to any Federal reserve bank for 
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"collection shall, by such action, be· deemed: 
(a) To have agreed to all the teros and conditions 

of this circulart 

(b) To have warranted to the Federal reserve bank 
that it hao authority to empcwer the Federal :re
serve bank to handle such items in the manner 
hereinafter provided; 

(c) To have agreed to indemnify any Federal reserve 
bank for any lsss resulting from the failure of 
such sending bank to have such authori tyi 

(d) To have guaranteed all prior endorsements on 
such items whether or not a specific guaranty is 
incorporated in the endorsement of the sending 
bank; 

the said terms and conditions so agreed to being as foll•ws: 

(1) A Federal reserve bank will act only as agent of 
the barik from which it receives such notes, bills 
or other non-cash items, and will assume no lia
bility except for its own negligence and its guar
anty of prior endorsement; 

(2-) .A Federal reserve bank may present such items with 
aey accompa1zying documents fer payment or send the 
same for collection direct to the bank on which 
they are draw-.1, at which they are payable, or 
through which they are payable or collectible; or, 
in its discretion, may forward them to another 
agent with authority to make presentation or to 
send them for collection direct to the bank on 
which they are drawn, at which they are payable, 
or through which they are payable or eollectible; 

(3) No Federal reserve bank will be res?onsible for 
the default, omissions or negligence of any such 
agent for collection selected by it with reason
able care (the bank upon which any such items 
may be drawn, or at which the same may be pay
able, or through which t):le same are payable or 
collectible being deemed to be ~~ agent for col
lection within.the meaning of this circular); and 
aey such Federal reserve bank may accept either 
cash or bank drafts from any such agent 

30C 
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11 in payment of or in remittance for such items and 
shall not be lie.ble for any loss resulting from 
such acceptance of bank drafts, nor for the fail
ure of the drawee bank or any agent to remit for 
such i teras, nor for the non-payment of any bank 
draft accepted in payment or in remittance from the 
drawee bank or any agent. 11 

The report made by the comrJittee on To?iC Number 9 was then duly 
adopted by the conference. In connection with the vote on the report 
of the committee on this subject Mr. Mason made the following statement: 

11 The Federal Reserve Bar.ik of New York excepts 
to the report of the ComBittee and to the conclu
sions stated in l!ir. Newell t s letter of January 31, 
1928, addressed to this conference, to this extent: 
The Federal Reserve Bank of New York holds the view 
that a Federal reserve baru~ should seek exemption from 
liability by contract in cases where by its own agent 
it presents for payment a non-cash collection item ac
companied by securities, bills of lading and other 
things of value to be delivered upon payment by the 
person obligated to pay the instrument and receives in 
purported payment a bank check or draft which later 
proves worthless. 11 

Mr. Sinclair made the followinb statement in this connection: 

11 Mr. Sinclair, on behalf of Counsel for the 
Federal Reserve Bank of Philadelphia wishes to be re
corded as voting in favor generally of the report of 
the Committee and the resolution with the exception, 
however, that with respect to the matter covered by the 
foregoing statement of Mr. Iviason he wishes to be record
ed as not voting, inasmuch as he is not aware of the ac
tual views of the officers of the Federal Reserve Bank 
of Philadelphia on the question of relieving itself by 
contract from liability in the case of presentation of 
non-cash collection items with do~nonts attached in the 
city of Philadelphia, and the receipt of an7tl1ing other 
than cash in payment thereof • 11 

TOPIC ~JMBER 10. 

Proposed uniform answer for use in 
check collection suits. 

After discussion Mr. Powell moved that Mr. Stroud be commended 
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for his efforts in tendering a dl'aft of a p:copoced auswer which so 
admirably sets forth the operations of the Federal reserve collection 
system. 

This motion was adopted by the conference. 

TOPIC NUMBER 11. 

Recommendation by American :Da:nkers Association 
of unifo~ baru: collection code which it is 
proposed to have enacteJ. in every State of 
the Union. 

Mr. Stroud moved that within a reasonably short time after 
the return of Counsel to their homes they write Mr. Wyatt their views 
with reference to this proposed code, J.:r. Wyatt, upon receipt of com
munications from Counsel of all b~iks, to name a committee to consider 
the communications and reconcile and iron the:w. out, and that the com
mittee, as individuals, give such expression as they care to to Mr. 
Paton. 

taken. 

taken. 

This motion was adopted by the conference. 

TOPIC NUI1LBER 12. 

In dete:rr-dning negotiability of instru-
ments, what snould be the attitude of the 
Federal Reserve Batiks where there are no deci
sions on the question involved in the state 
under whose laws the instrument mn.st be con
strued, and there is a conflict in the author
ities in other jurisdictionG? 

This subject was discussed ancl views exchanged but no action 

Do State statutes providing for preference 
against failed batiks ay~ly to National 
Banks? 

This subject was discussed and views exchanged but no action 
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TOPIC NUMBER 14. 

Should an effort be made to obtain a deci
sion of the Supreme Court of the United 
States on the question as to right of pref
erence against failed banks for checks 
drawn against such banks which are charged 
to drawees accounts, but proceeds of which 
are not finally paid over? 

I 
L 

This subject was discussed and views exchanged but no action 

CONFERENCES OF COUNSEL. 

Mr. Stroud offered the following resolution: 

"RESOLVED, That conferences of Counsel are 
very beneficial to the respective attorneys for 
the various Federal reserve banks and should be 
held at least once a year. The Federal Reserve 
Board is respectfully requested to consider favor
ably a conference of Counsel at least once a year." 

Tnis resolution was adopted by the conference. 

VOTE OF THANKS. 

At the conclusion of the conference ~r. Parker offered the 
following resolution: 

11 WHE..l1E.AS, the members of this conference feel 
the same has resulted in much benefit, and 

11 WRF..REAS, we feel that the advantages which 
have accraed from the conference have been in sub
stantial measure due to the care and industry with 
which the material has been gathered together by 
our Chairman, Mr. Wyatt, and much of the pleasure 
and profit which we have had together has been due 
to his courtesy and consideration, 

11 TIIER8FORE, BE IT RESOLVED, That a hearty vote 
of thanks be presented and is hereby extended to 
Mr. Wyatt. 11 

This resolution was adopted by the conference. 

The conference adjourned on February lOth, at 5:15 P.M. 

(Signed) George B. Vest, 
Secretary. Digitized for FRASER 
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