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FEDERAL R3S2RVE BASK 
of 

Kansas C i t y 

March 2 4 t h 
1 9 2 8 . 

Honorable W a l t e r Wyat t , 
Genera l Counsel , F e d e r a l Reserve Board, 
Washington, D. C. 

My dea r Mr. Wyat t : 

I have youf t e l e g r a m r e q u e s t i n g t h a t I f u r n i s h you w i t h 
my views conce rn ing t h e p r o p o s e d u n i f o r m bank c o l l e c t i o n code . I 
have assumed, a l t h o u g h a p p a r e n t l y e r r o n e o u s l y , t h a t t he m a t t e r was 
of no p a r t i c u l a r u r g e n c y , and on accoun t of t h e c o n s i d e r a b l e t ime 
I have been a b s e n t f rom t h e o f f i c e and t h e p r e s s of work w h i l e h e r e , 
I have no t p r e v i o u s l y a t t e m p t e d t o go i n t o i t , a s I o t h e r w i s e would 
have done . Th i s I r e g r e t e x c e e d i n g l y , e s p e c i a l l y s i n c e i t a p p e a r s 
t h a t i n w a i t i n g t o h e a r f rom me you have e x p e r i e n c e d some d e l a y and 
i nconven i ence i n g e t t i n g t h e work of t h e committee u n d e r way. 

I n go ing over t he code I have no t a t t e m p t e d t o f o r m u l a t e 
s u g g e s t i o n s a s t o changes o r a d d i t i o n s , which I b e l i e v e i s i n a c c o r d -
ance w i t h t h e u n d e r s t a n d i n g h a d a t our c o n f e r e n c e , b u t have endeavored 
on ly t o f i n d p o s s i b l e weaknesses i n i t . What I s h a l l say a c c o r d i n g l y 
s h a l l be somewhat i n t h e n a t u r e of a s e r i e s of i n t e r r o g a t o r i e s con-
c e r n i n g i t . 

S e c t i o n 3 . 

I n t h e f i r s t s en t ence of t h i s s e c t i o n i t i s p r o v i d e d t h a t 
a bank of d e p o s i t s h a l l have t h e r i g h t to revoke any c r e d i t g i v e n f o r 
an i t e m d e p o s i t e d b e f o r e t h e c l o s e of bank ing h o u r s on t h e day of de-
p o s i t , i f a t t he t ime of d e p o s i t t he c r e d i t t o t h e accoun t of t h e 
drawer i s i n s u f f i c i e n t f o r the payment of t h e i t e m . I n t h e n e x t 
s e n t e n c e i t i s p r o v i d e d t h a t i f s u f f i c i e n t f u n d s a r e d e p o s i t e d or 
c r e d i t e d to t h e accoun t d u r i n g t h e same day the i t em s h a l l be deemed 
p a i d a t t h e t ime of such d e p o s i t or c r e d i t . 

Q u e r i e s : 

1 . Does no t t h e f i r s t s e n t e n c e a f f o r d a l l t h e p r o t e c t i o n t h a t 
a bank of d e p o s i t r e q u i r e s i n a c c e p t i n g i t ems f o r d e p o s i t drawn 
upon i t s e l f ? 
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2 . Does the second sen t ence c r e a t e a doubt as 
t o i t s e f f e c t a s a g a i n s t an a t t a c h m e n t or ga rn i shment 
of t he drawers accoun t l e v i e d subsequent t o the t ime 
of t h e d e p o s i t of t h e i t em and p r i o r t o t h e t ime t h e 
accoun t i s made s u f f i c i e n t , and a l s o does i t c r e a t e 
a doubt a s to t h e e f f e c t of a s top-payment o r d e r 
g i v e n d u r i n g t h e same i n t e r i m ? 

The c o n c l u d i n g p a r t of t h i s s e c t i o n i s t o t h e e f f e c t t h a t a sub-
sequent d e p o s i t o r c r e d i t may no t o p e r a t e a s payment of an i t em p r e v i o u s l y 
d e p o s i t e d i f " a t such t ime thepe i s an e x i s t i n g i n d e b t e d n e s s of such * 
drawer * the s e t - o f f of which Would r e n d e r such d e p o s i t o r c r e d i t i n s u f f i c i e n t 
to pay such i t e m . 

Q u e r i e s : 

1 . I s no t t h e " e x i s t i n g i n d e b t e d n e s s " r e f e r r e d to an i n d e b t -
edness t h e n due or one which may be t h e n s e t - o f f , and 
i f so i s t he r e c i t a l e n t i r e l y c l e a r to t h a t e f f e c t ? 

2 . What r e a s o n i s t h e r e f o r making payment c o n t i n g e n t upon 
t h e r e b e i n g no e x i s t i n g i n d e b t e d n e s s , where t h e account 
of t h e drawer i s s u b s e q u e n t l y c r e d i t e d w i t h f u n d s s u f f i -
c i e n t t o pay an i t em p r e v i o u s l y d e p o s i t e d , a s p r o v i d e d 
i n t h e l a s t s e n t e n c e of t h e s e c t i o n , and no t making p a y -
ment so c o n t i n g e n t , where t h e accoun t of t h e drawer i s 
ample when t h e i t em i s d e p o s i t e d , a s p r o v i d e d i n t h e f i r s t 
s e n t e n c e of t h e s e c t i o n ? 

S e c t i o n 6 . 

I n t h i s s e c t i o n t h e r e a r e p r e s c r i b e d " r u l e s of o r d i n a r y c a r e i n 
f o r w a r d i n g and p r e s e n t m e n t " . 

Q u e r i e s : 

1 . R a t h e r t h a n f o r m u l a t e r u l e s which a p p a r e n t l y a t t e m p t 
t o embrace a l l a c t s , t h e pe r fo rmance of which c o n s t i t u t e 
o r d i n a r y c a r e , would i t no t be p r e f e r a b l e t o p r o v i d e 
s imply t h a t c o l l e c t i n g a g e n t s s h a l l have t h e a u t h o r i t y 
t o do s p e c i f i c a l l y named t h i n g s ? For i n s t a n c e , i n sub-
d i v i s i o n ( a ) of t h i s S e c t i o n ( S e c t i o n 6) i t i s made t h e 
e x e r c i s e of o r d i n a r y c a r e t o f o r w a r d i t ems by m a i l ( l ) 
d i r e c t t o t h e drawee or payor bank, ( 2 ) t o a n o t h e r bank 
c o l l e c t i o n a g e n t . The r i g h t t o u s e o t h e r means of t r a n s -
m i t t i n g t h e i t e m s t h a n by m a i l , or t o u s e an a g e n t o t h e r 
t h a n a bank, i s no t i n c l u d e d w i t h i n t h e r u l e of o r d i n a r y 
c a r e t h a t i s s t a t e d . I f t h e r i g h t were c o n f e r r e d a s 
a u t h o r i t y t o do t h e t h i n g s named, w i t h o u t p r e s c r i b i n g 
a r u l e a s t o what c o n s t i t u t e s o r d i n a r y c a r e , t h e q u e s t i o n 
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of whether o t h e r methods of h a n d l i n g would c o n s t i t u t e 
o r d i n a r y c a r e would d o u b t l e s s no t be a f f e c t e d , "but 
where a r u l e of o r d i n a r y c a r e i n such t r a n s a c t i o n s i s 
p r e s c r i b e d , and t h e method f o l l o w e d i s no t w i t h i n the 
te rms of such r u l e , t he e f f e c t of t h e r u l e i n such a 
case i s a q u e s t i o n abou t which I b e l i e v e t h e r e may be 
some c o n s i d e r a b l e dqub^. 

^ The l a s t c l a u s e i n s u b d i v i s i o n ( a ) of S e c t i o n 6 p r o v i d e s t h a t i t 
s h a l l no t be deemed o r d i n a r y c'^re t o fo rward an i t em f o r c o l l e c t i o n t o any 
bank a s to which t h e f o r w a r d i n g t a n k h a s knowledge o r r e a s o n a b l e ground t o 
b e l i e v e t h a t i t i s n o t i n a sound f i n a n c i a l c o n d i t i o n , and i t i s e i t h e r 
i n s o l v e n t o r a p p r o a c h i n g i n s o l v e n c y . 

Query: ] 

I s t h i s no t a s u g g e s t i o n to c o n t e n t i o u s h o l d e r s of i t ems 
t o charge c o l l e c t i n g a g e n t s w i t h knowledge of t he con-
d i t i o n of s u b - a g e n t banks? The r u l e which i s s t a t e d i s 
p e r h a p s t h e law a t t h i s t ime , b u t i t seems t h a t a con-
c r e t e s t a t e m e n t of i t ; i n a s t a t u t e would r e s u l t i n many 
u n w a r r a n t e d a t t e m p t s b e i n g made t o f i x l i a b i l i t y unde r 
i t s p r o v i s i o n s . Wi tness t h e Malloy d e c i s i o n . I observe 
t h a t t h e u n i f o r m s t a t u t e which h a s been p a s s e d i n many 
of t h e s t a t e s a u t h o r i z i n g i t ems t o be s en t d i r e c t t o 
drawee o r payor banks c o n f e r s t he r i g h t t o so hand l e 
i t ems upon the c o n d i t i o n t h a t t he " f o r w a r d i n g bank s h a l l 
have u s e d due d i l i g e n c e i n o t h e r r e s p e c t s i n c o n n e c t i o n 
w i t h t h e c o l l e c t i o n of such i n s t r u m e n t " . Would n o t t h e 
same o r s i m i l a r l anguage p r e s e r v e t o the owners of i t e m s 
t h e same r i g h t t h a t they would have under t h e above p r o -
v i s i o n s , and a t t he same time no t cause u n n e c e s s a r y em-
b a r r asment and annoyance t o c o l l e c t i n g banks? 

The l a t t e r p a r t of s u b - d i v i s i o n ( b ) of S e c t i o n 6 c o n t a i n s a p r o -
v i s i o n somewhat s i m i l a r t o t h a t i n s u b d i v i s i o n ( a ) which h a s j u s t been 
r e f e r r e d t o , a n d what h a s been s a i d t h e r e a p p l i e s l i k e w i s e t o t h i s s u b -
s e c t i o n . 

I n s u b d i v i s i o n ( c ) of S e c t i o n 6 i t i s p r o v i d e d t h a t where an 
i tem i s r e c e i v e d by m a i l by t h e drawee o r payor bank i t s h a l l be deemed 
the e x e r c i s e of o r d i n a r y c a r e to c o l l e c t t h e i t em by c h a r g i n g t h e amount 
to t he accoun t of t h e drawer i n t he even t the f u n d s t o h i s c r e d i t a r e 
s u f f i c i e n t , a t t h e f i r s t r e a s o n a b l e o p p o r t u n i t y . 

Q u e r i e s : 

1 . What p u r p o s e i s s e r v e d i& p r e s c r i b i n g a r u l e of 
o r d i n a r y c a r e i n t h i s connec t ion? 
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2 . Why shou ld any d i s t i n c t i o n "be made "between i t ems 
r e c e i v e d by m a i l and t hose d e p o s i t e d "by a customer 
of t h e drawee "bank ( S e c t i o n 3) a s t o when t h e i t e m s 
a r e p a i d ? 

3 . Should t h e r e "be a t ime f i x e d w i t h i n which i t ems 
must be c h a r g e d by the drawee bank o r r e t u r n e d ? 

I t i s a l s o p r o v i d e d i n s u b d i v i s i o n ( c ) of S e c t i o n 6 t h a t i t ems 
f i r s t r e c e i v e d i n the m a i l s s h a l l be cha rged to t h e accoun t of t h e drawer 
i n p r e f e r e n c e t o i t ems l a t e r p r e s e n t e d o r r e c e i v e d . 

(Queries: 

1 . Does t h a t n o t p l a c e a n i m p r a c t i c a b l e du ty on 
t h e drawee bank i n a c t u a l o p e r a t i o n ? 

2 . Would i t p r e v e n t i t ems of s m a l l e r amounts 
b e i n g c h a r g e d t o t h e a c c o u n t of t he drawer i f no 
a d d i t i o n a l c r e d i t s were made t o h i s account and 
t h e accoun t were s u f f i c i e n t t o pay the s m a l l e r 
i t ems? 

S e c t i o n 8 . 

With r e f e r e n c e to t h e du ty t o make i n q u i r y conce rn ing a n i t em 
f o r which r e t u r n s have n o t been r e c e i v e d , w i t h i n what t ime must such i n -
q u i r y be made, and what c o n s t i t u t e s " p r o p e r i n q u i r y " ? 

S e c t i o n 9 . 

The l a s t s e n t e n c e of t h i s s e c t i o n r e f e r s t o t h e duty of a c o l l e c t -
ing agen t which h a s knowledge of t h e a p p r o a c h i n g i n s o l v e n c y of a drawee "bank, 
or r e a s o n a b l e ground t o s u s p e c t t h a t i t i s abou t t o c l o s e i t s d o o r s . The 
same i n q u i r y i s made c o n d e r n i n g t h i s p r o v i s i o n a s h a s been made c o n c e r n i n g 
s i m i l a r p r o v i s i o n s i n s u b d i v i s i o n s ( a ) and (b ) of S e c t i o n 6 . 

S e c t i o n 1 1 . 

At t he commencement of t h i s s e c t i o n i t i s p r o v i d e d t h a t i t ems 
which come w i t h i n t h e te rms of S e c t i o n 188 of t he N e g o t i a b l e I n s t r u m e n t s 
Act a r e e x c e p t e d . Should no t an e x c e p t i o n a l s o be made a s t o i t e m s which 
come w i t h i n t h e te rms of S e c t i o n 186 of t h e N e g o t i a b l e I n s t r u m e n t s Act? 

The c o n t i n u e d l i a b i l i t y of t he drawer of an i t e m i s made de-
penden t no t on ly on c o n d i t i o n t h a t " ( 1 ) o r d i n a r y c a r e h a s been e x e r c i s e d 
i n f o r w a r d i n g such i t e m to t h e drawee or payor" bu t a l s o " ( 2 ) i n case of an 
agep t p r e s e n t i n g such i t em d i r e c t l y t o t h e drawee o r payor t h e r e ha s been 
no o p p o r t u n i t y o f f e r e d such agen t to o b t a i n money or a s o l v e n t c r e d i t " . 

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



Copy —5— X—6085" 

Query: 

Would no t the second c o n d i t i o n o p e r a t e to r e l e a s e 
the drawer i n most a l l i n s t a n c e s where the bank p r e -
s e n t i n g t h e i t em and the drawee "bank a r e l o c a t e d i n t h e 
same p l a c e , f o r what c i r c u m s t a n c e s i n such a case o t h e r 
t h a n i n s u f f i c i e n t money on hand to pay , or l a c k of a 
s o l v e n t c r e d i t i n t h e r e q u i s i t e amount, would c o n s t i t u -
t e a f a i l u r e of " o p p o r t u n i t y " to c o l l e c t i n money o r a 
s o l v e n t c r e d i t ? 

I n t h e l a s t s e n t e n c e of t h i s s e c t i o n a p a r t i a l r e l e a s e of drawers 
of i t ems i s p r o v i d e d f o r whore t h e t a n k or "banks p r e s e n t i n g t h e i t e m s e x -
changed t h e same f o r i t e m s a g a i n s t i t s e l f o r t hemse lves and the d r a f t of t he 
drawee t a n k . 

Q u e r i e s : 

1 . I s t h i s p l a n workable where c l e a r i n g s a r e made 
t h rough a c l e a r i n g house i n which s e t t l e m e n t s a r e 
made "between a l l c l e a r i n g member "banks upon n e t 
"balances due, and w i t h o u t r e f e r e n c e t o p a r t i c u l a r i t ems 
of c r e d i t s or d e b i t s a g a i n s t i n d i v i d u a l "banks? 

2 . Would n o t a p r o p o r t i o n a t e r e l e a s e r e s u l t i n 
u n c e r t a i n ! t i e s , c o n f u s i o n , and c o n t r o v e r s i e s ? 

3 . I f workab le , would no t t he drawers of i t ems p r e -
s e n t e d "by c o l l e c t i n g a g e n t s a g a i n s t which t h e drawee 
bank h e l d i t e m s f o r c o l l e c t i o n , o b t a i n an advan tage 
over d rawers whose i t ems a r e f o rwa rded by m a i l f o r 
c o l l e c t i o n , w i t h o u t good r e a s o n f o r such advan tage? 

4 . Could no t e q u a l i t y of r i g h t s be m a i n t a i n e d a s 
be tween a l l h o l d e r s by c h a r g i n g back a l l i t e m s , and a s 
t o i t e m s r e c e i v e d f rom o t h e r banks f o r which i n p a r t 
i t e m s a g a i n s t such o t h e r banks were exchanged, r e q u i r e 
such banks t o pay t h e amount of such i t ems i n cash? 

5 . What e f f e c t does c h a r g i n g t h e i t ems t o t h e accoun t 
of t h e drawers have on e n d o r s e r s and p a r t i e s s e c o n d a r i l y 
l i a b l e ? 

6 . I f i t i s c o n t e m p l a t e d t h a t e n d o r s e r s o r p a r t i e s 
s e c o n d a r i l y l i a b l e s h a l l be r e l e a s e d , i s t h i s e n t i r e l y 
f a i r t o t h e owners of i t e m s , p a r t i c u l a r l y where such 
i t ems a r e a c c e p t e d on t h e c r e d i t of such p e r s o n s ? 
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S e c t i o n 1 2 . 

By t h i s s e c t i o n i t i s made the du ty of the r e c e i v e r o r o t h e r 
o f f i c e r i n charge of t h e a s s e t s of a f a i l e d "bank to r e t u r n to the p r e s e n t e r 
t h e r e o f a l l i t ems which a r e no t a c t u a l l y p a i d f o r . What p r o v i s i o n , i f any, 
s h o u l d t h e r e be a s t o i t ems which have been r e t u r n e d t o the drawers p r i o r 
t o t h e c l o s i n g of t h e bank? 

S e c t i o n 1 3 . 

S u b d i v i s i o n ( a ) of t h i s s e c t i o n p r o v i d e s t h a t upon the c l o s i n g 
of a bank p r e f e r e n c e s h a l l no t be g iven f o r a c L r a f t \ i s s u e d f o r an i t e m 
11 drawn upon, p a y a b l e by, o r a t " such bank . 

Query; I s no t t h i s p r o v i s i o n too broad? Would 
i t n o t w r o n g f u l l y deny a p r e f e r e n c e i n i n s t a n c e s 
where an a c t u a l f u n d came i n t o p o s s e s s i o n of t h e 
bank f o r payment of an item? For i n s t a n c e , i f 
t h e maker of a no te payab l e a t a bank p a i d t h e 
amount t h e r e o f t o t he bank i n cash immedia te ly 
p r i o r t o i t s c l o s i n g , would no t t he owner of t he 
no t e be r i g h t f u l l y e n t i t l e d t o r e c o v e r t he f u n d s a s 
a p r e f e r e n c e . The p r o v i s i o n , a s d r a f t e d , however , 
would appea r t o deny him t h i s r i g h t . 

I n s u b d i v i s i o n (b ) of p a r a g r a p h 13 a p r e f e r e n c e i s p r o v i d e d f o r 
a s t o i t ems which a bank h a s c o l l e c t e d f rom a n o t h e r bank . The manner i n 
which t h e c o l l e c t i o n h a s been e f f e c t e d f rom the o t h e r bank i s no t s t a t e d . 

Query: Should not t he r i g h t t o p r e f e r e n c e be dependent 
upon t h e e x i s t e n c e of t r u s t f u n d s , whether o r no t t h e 
same have become ming led w i t h a s s e t s of t he bank and 
some method of r e l i e f be p r o v i d e d f o r t h e owners of 
i t e m s c o l l e c t e d by an i n s o l v e n t bank, o t h e r than a t t h e 
expense of t h e d e p o s i t o r s and c r e d i t o r s of t h e f a i l e d bank? 

I f i n d t h a t I have been more p r o l i x t h a n I h a d e x p e c t e d , bu t I 
t r u s t t h e r e may be something i n what I have s a i d t h a t may be of v a l u e . 

Very c o r d i a l l y y o u r s , 

(S) H. G. Leedy. 

HG-L-L 
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HSREICK, SMITH, D01TALD & FARLEY 

F i r s t n a t i o n a l B u i l d i n g 
1 F e d e r a l S t r e e t 

Boston March 22 , 1928. 

Mr. Wa l t e r Wyat t , Genera l Counsel 
F e d e r a l Rese rve Bank 
Washington, D. C. 

Dear Mr. Wyat t : 

At t he l a s t c o n f e r e n c e of counse l of t he F e d e r a l r e s e r v e banks 

t h e r e was s u b m i t t e d i n d r a f t form Mr. B a t o n ' s p roposed "Uniform Bank Col-

l e c t i o n Code." As t h e r e was no o p p o r t u n i t y to d i s c u s s t h i s i n d e t a i l 

a t t h e c o n f e r e n c e , t he m a t t e r was r e f e r r e d t o a sub-commit tee and a l l 

counse l of t h e r e s e r v e banks were i n v i t e d to send i n t h e i r comments. 

When we r e t u r n e d f rom Washington, Mr. C a r r i c k took unde r con-

s i d e r a t i o n t h e e x p e r i e n c e of t h e F e d e r a l Rese rve Bank of Bos ton i n t h e 

m a t t e r of c o l l e c t i o n s . He a l s o o b t a i n e d f rom Mr. Agnew a copy of h i s 

l e t t e r t o Mr. P a t o n d a t e d December 23 l a s t , i n which Mr. Agnew a n a l y z e d t h e 

code . Mr. C a r r i c k and I have j u s t h a d an o p p o r t u n i t y t o go over t h i s m a t t e r 

and h e r e a r e my comments f o r what t h e y a r e w o r t h . 

We have never h a d a s i n g l e case i n c o u r t growing ou t of t h e c o l -

l e c t i o n of checks or o t h e r i t e m s . Mr. C a r r i c k t e l l s me t h a t t h e r e h a s 

never been any c o l l e c t i o n case i n v o l v i n g any l o s s t o t h e Rese rve Bank of 

Boston excep t i n c o n n e c t i o n w i t h one smal l i t em where we m i s r o u t e d a check 

and p a i d up the l o s s a s soon a s our n e g l i g e n c e became a p p a r e n t . 
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Thus, a t l e a s t so f a r as our p r a c t i c a l e x p e r i e n c e i s conce rned , 

t h e r e i s n o t h i n g i n e x i s t i n g c o n d i t i o n s t o i n d i c a t e t h e n e c e s s i t y of fornt-

u l a t i n g any code . P e r h a p s your committee w i l l t ake under advisement a s to 

whether a new code i s n e c e s s a r y . I t h i n k i t might "be "borne i n mind t h a t 

a l l new l e g i s l a t i o n , however c a r e f u l l y p r e p a r e d , t u r n s ou t a lmos t i n e v i t a b l y 

to he d e f e c t i v e o r ambiguous i n some r e s p e c t . 

Hot/ a s t o t h e code i t s e l f , I w o n ' t even p r e t e n d t o a n a l y z e the 

p r o v i s i o n s i n any comprehensive manner . I w i l l mere ly c a l l your a t t e n t i o n 

to t h e f o l l o w i n g p o i n t s . 

I n t h e f i r s t p l a c e i n tlie course of my p r i v a t e p r a c t i c e I have had 

q u i t e a b i t t o do w i t h b ranch banking . Mr. P a t o n d e f i n e s a "b ranch" a s a 

"bank" . Under h i s d e f i n i t i o n i s a bank w i t h a b ranch t h e e q u i v a l e n t of two 

banks? I s a check drawn g e n e r a l l y on a bank p a y a b l e a t a b r anch , and con-

v e r s e l y i s a check made p a y a b l e a t a b ranch payab l e a t t h e main o f f i c e of a 

bank? I d o n ' t t h i n k t h e p roposed code i s c l e a r on t h e p o i n t . 

Again t h e q u e s t i o n of s e t o f f where a bank h o l d s an unmatured no te 

of a d e p o s i t o r and t h e d e p o s i t o r becomes i n s o l v e n t i s i m p o r t a n t , p a r t i c u l a r l y 

where t h e bank d e s i r e s t o e x e r c i s e i t s r i g h t s p r i o r t o a c t u a l r e c e i v e r s h i p 

o r b a n k r u p t c y . I d o n ' t know t h a t t h i s i s a p r o p e r s u b j e c t f o r t h e code, bu t 

i t might be s u g g e s t e d t o Mr. P a t o n a s a q u e s t i o n t o be c o n s i d e r e d . 

I n M a s s a c h u s e t t s we have a d e c i s i o n ( C a s t a l i n e v s . N a t i o n a l C i t y 

Bank of Che l s ea . 249 Mass. 192.) h o l d i n g t h a t where two checks a r e p r e s e n t e d 
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a t t h e same t ime and t h e bank i s a b l e t o pay one b a t no t b o t h , t h e Bank 

owes a d u t y t o pay one . The p roposed code i s no t c l e a r a s t o t h e du ty of 

the bank where a number of checks a r e p r e s e n t e d a t t h e same t i m e . 
\ 

So f a r a s Mr. Agnew's s u g g e s t i o n s a r e concerned , i t seems t o me 

t h a t most of h i s p o i n t s a r e w e l l t a k e n . I am p a r t i c u l a r l y impres sed by h i s 

comments r e l a t i v e t o " s o l v e n t c r e d i t s " and r e l a t i v e t o r e s p o n s i b i l i t y where 

t h e r e i s knowledge o r r e a s o n a b l e grounds t o b e l i e v e t h a t a bank i s i n s o l v e n t 

or a p p r o a c h i n g i n s o l v e n c y . . 

I t r u s t t h a t t h e above few p o i n t s may be of some h e l p t o you . 

Very t r u l y y o u r s , 

(S igned) A. H. Weed. 

a b h l i t 
CC->Mr. C a r r i c k . 
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SQUIRE, SANDERS & HEMPSEY 

C o u n s e l l o r s a t Law 

The Union Trus t Bu i ld ing* 

C leve l and 

Wa l t e r Wyat t , Genera l Counse l , 
F e d e r a l Rese rve Board, 

Washington, D. C. 

Dear S i r : 

We r e g r e t t h a t i t was no t p o s s i b l e t o m a i l t h i s l e t t e r t o you l a s t 

n i g h t i n t ime t o r e a c h you i n Washington today , and a c c o r d i n g l y we w i r e d you 

t h i s morn ing a d v i s i n g t h a t our comments on t h e Uniform Bank C o l l e c t i o n Code 

wouJLd n o t r e a c h you u n t i l tomorrow. 

The f o l l o w i n g s u g g e s t i o n s have o c c u r r e d t o u s i n r e v i e w i n g the 

d r a f t of t h e p r o p o s e d Code p r e p a r e d by Mr. P a t o n : 

S e c t i o n 1 , D e f i n i t i o n s . 

S u b d i v i s i o n ( a ) . The conc lud ing s e n t e n c e shou ld , we t h i n k , "be 

changed t o r e a d : "A b r a n c h of any such i n s t i t u t i o n s h a l l be deemed a bank 

f o r t h e p u r p o s e of t h i s a c t . " 

S u b d i v i s i o n ( b ) . We do no t b e l i e v e t h e r e i s a n e c e s s i t y to d e f i n e 

the t e r m " S o l v e n t c r e d i t " i n t h e Code f o r t h e r e a s o n t h a t we l a t e r e x p r e s s 

t h e o p i n i o n t h a t t h e p o r t i o n s t h e r e o f i n which t h e t e rm "So lven t c r e d i t " i s 

u s e d s h o u l d be e l i m i n a t e d f rom t h e p roposed Code. 

S e c t i o n 2 . Bank of d e p o s i t i s agen t f o r c o l l e c t i o n . Omit i n l i n e 

3 tlie words "payee o r o t h e r " f o r t h e r e a s o n t h a t t hey a r e s u p e r f l u o u s . 

S e c t i o n 3 . I t em on same bank . This S e c t i o n s h o u l d , we t h i n k , be 

r e v i s e d to r e a d a s f o l l o w s : 

X-6085-b 
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"Where a bank r e c e i v e s on d e p o s i t f o r c r e d i t t o t h e 
d e p o s i t o r , an i t em drawn upon i t or payab l e "by o r a t such 
t a n k , such i t em s h a l l "be dsemed p a i d a t t h e t ime of i t s r e -
c e i p t i f a t such t ime t h e r e a r e f u n d s t o the c r e d i t of t h e 
drawer or maker t h e r e o f s u f f i c i e n t f o r i t s payment a f t e r 
d e d u c t i o n t h e r e f r o m of any amount a s t o which such "bank h a s 
a r i g h t of s e t - o f f , I f a t t h e t ime of r e c e i p t of any such 
i t e m , such f u n d s a r e i n s u f f i c i e n t t o pay same and s u b s e q u e n t -
l y d u r i n g t h e same day s u f f i c i e n t f u n d s a r e d e p o s i t e d o r 
c r e d i t e d t o t h e accoun t of t h e drawer , such i t em s h a l l "be 
deemed p a i d a t t he t ime of such d e p o s i t or c r e d i t u n l e s s 
a t such t ime such "bank h a s a r i g h t of s e t o f f which would 
r e n d e r such d e p o s i t or c r e d i t i n s u f f i c i e n t t o p a y such i t e m . " 

. The p r i n c i p a l change s u g g e s t e d i n t h e r e v i s i o n of S e c t i o n 3 i s t o 

c l a r i f y t h e p r o v i s i o n t h a t payment s h a l l "be deemed t o "be made on ly i n t h e event 

a t t h e t ime t h e i t em i s r e c e i v e d , f u n d s a r e a v a i l a b l e f o r payment e x c l u s i v e of 

such amount a s may be s u b j e c t to t h e r i g h t of s e t - o f f by t h e d e p o s i t o r bank . 

In t h e o r i g i n a l d r a f t s p e c i f i c r e f e r e n c e i s made t o t h e r i g h t of s e t - o f f i n 

the c o n c l u d i n g p o r t i o n of t h e p a r a g r a p h , b u t no r e s e r v a t i o n of t h i s r i g h t i s 

made t o t h e bank i n the i n i t i a l p o r t i o n of t h e s e c t i o n . Obvious ly , t h e f u n d s 

a v a i l a b l e f o r payment s h o u l d be s u b j e c t t o d i m i n u t i o n by t h e d e p o s i t o r b a n k ' s 

r i g h t of s e t - o f f upon t h e r e c e i p t of t he i t em, and i t seems to u s t h a t t h i s 

r e s e r v a t i o n s h o u l d be c l e a r l y made i n t h e l anguage of t h e s e c t i o n # 

S e c t i o n 5 . Duty and r e s p o n s i b i l i t y of bank c o l l e c t i o n a g e n t s . 

I t seems t o u s t h a t t h i s c a p t i o n shou ld r e a d : "Duty and r e s p o n s i b i l i t y 

of bank c o l l e c t i n g a g e n t s . " The t e x t of t h i s s e c t i o n s h o u l d , i t seems to u s , 

be changed to r e a d : 

I t s h a l l be t h e duty of t h e i n i t i a l o r any subsequen t 
bank c o l l e c t i n g agen t to e x e r c i s e o r d i n a r y c a r e i n t h e c o l l e c -
t i o n of an i t em and when such du ty i s p e r f o r m e d , such agen t 
bank s h a l l n o t be r e s p o n s i b l e i f , f o r any c a u s e , t h e i n s t r u m e n t 
i s n o t c o l l e c t e d . An i n i t i a l or subsequent bank c o l l e c t i n g 
a g e n t s h a l l be l i a b l e f o r t h e n e g l e c t , m i sconduc t , m i s t a k e s , 
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o r d e f a u l t s of any o t h e r agen t bank . The drawee o r p a y e r 
s h a l l he deemed a c o l l e c t i n g agen t of t h e owner o r h o l d e r 
f o r t h e p u r p o s e of c o l l e c t i n g an i t em from i t s e l f , o t h e r t h a n 
a d e p o s i t e d i t e m " . 

"Bank c o l l e c t i n g agen t " ha s been s u b s t i t u t e d f o r 
"Agent c o l l e c t i o n bank" and f o r "Agent c o l l e c t i n g bank" , 

S e c t i o n s 6, 7 and 8 . I t does no t seem t o u s t h a t t he p r o v i s i o n of a 

u n i f o r m bank c o l l e c t i o n code can s a f e l y .go f a r t h e r t h a n t h e p r o v i s i o n s of 

S e c t i o n 5 i n a t t e m p t i n g to f i x the duty of c o l l e c t i n g a g e n t s . We b e l i e v e , 

t h e r e f o r e , t h a t t h e p r o v i s i o n s of S e c t i o n s 6, 7, and 8 s h o u l d be o m i t t e d . 

The a t t e m p t i n s u b d i v i s i o n ( a ) of S e c t i o n 6 t o p r o v i d e what does 

no t c o n s t i t u t e o r d i n a r y c a r e i n f o r w a r d i n g an i t em f o r c o l l e c t i o n t o any 

bank, i s dange rous . I t i s b e l i e v e d t h a t c o n d i t i o n s unde r which i t e m s may be 

p r o p e r l y f o r w a r d e d a r e n o t s u s c e p t i b l e of d e f i n i t i o n and t h a t i f t h e l a i t -

guage of t h i s s u b d i v i s i o n were e n a c t e d a s law, t he r e s u l t would be t o e n -

courage c l a i m s a g a i n s t banks on the ground t h a t t h e knowledge e x i s t e d o r 

s h o u l d have e x i s t e d t h a t t h e bank to which t h e i t em was fo rwarded , was no t 

i n a sound, f i n a n c i a l c o n d i t i o n . 

I n t h e F e d e r a l Reserve System i t i s f r e q u e n t l y t r u e , we u n d e r s t a n d , 

t h a t banks a r e u s e d a s c o l l e c t i n g a g e n t s which a r e no t r e g a r d e d by t h e 

o f f i c e r s of t h e F e d e r a l Rese rve Bank of t h e d i s t r i c t a s b e i n g i n a sound, 

f i n a n c i a l c o n d i t i o n . I n t h e l a s t a n a l y s i s , t he q u e s t i o n of whe the r a bank 

i s a p r o p e r c o l l e c t i n g agen t i s dependent upon so many f a c t s i n each p a r -

t i c u l a r c a s e t h a t we do n o t t h i n k an a t t e m p t s h o u l d be made by s t a t u t e t o 

p r e s c r i b e t h e c o n d i t i o n s which make a bank a p r o p e r c o l l e c t i n g a g e n t . 
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S u b - d i v i s i o n ( b ) of S e c t i o n 6 does no t seem t o u s to add a n y t h i n g 

to t h e common law l i a b i l i t y of a c o l l e c t i n g a g e n t . 

S u b d i v i s i o n ( c ) l a c k s t h e r e s e r v a t i o n of t h e r i g h t t o p r o t e c t t he 

drawee or payor "bank on i t s c l a ims a g a i n s t t he drawer of t h e check r e c i t e d 

i n S e c t i o n 3 of t h e d r a f t . I t seems t o u s t h a t t h i s s u b - d i v i s i o n s h o u l d a t 

l e a q t be r e v i s e d t o c o n t a i n t h e same r e s e r v a t i o n of r i g h t t o t h e drawee o r 

payor bank c o n t a i n e d i n S e c t i o n 3 , and p r e f e r a b l y i t s h o u l d be o m i t t e d en-

t i r e l y . 

S e c t i o n 7 seems t o u s who l ly s u p e r f l u o u s a n d u n n e c e s s a r y because 

the r u l e p r e s c r i b e d i s , we b e l i e v e , t h e r u l e by which the c o l l e c t i n g bank 

would be bound r e g a r d l e s s of s t a t u t e . 

S e c t i o n 8 seems t o u s t o be s u p e r f l u o u s and u n n e c e s s a r y because 

i t p r e s c r i b e s a r u l e of d i l i g e n c e which, wo b e l i e v e , i s imposed by common 

law, 

S e c t i o n 9 seems t o u s t o be an i l l a d v i s e d a t t e m p t to p r e s c r i b e 

by s t a t u t e t h e r i g h t t o a c c e p t payment i n a form o t h e r t h a n money which i s 

b e s t c o v e r e d by agreement be tween t h e d e p o s i t o r and t h e d e p o s i t o r y bank . 

We do n o t t h i n k i t a d v i s a b l e t h a t t he s t a t u t e s h o u l d a t t e m p t to d e f i n e what 

c o n s t i t u t e s o r d i n a r y c a r e f o r t h e r e a s o n s s t a t e d s u p r a . We b e l i e v e t h i s 

s e c t i o n s h o u l d be o m i t t e d e n t i r e l y . 

S e c t i o n 1 0 . C o l l e c t i o n of -paper t a k e n i n payment . Th i s s e c t i o n 

seems to u s t o be s u p e r f l u o u s and u n n e c e s s a r y . The o b l i g a t i o n of u s i n g 

o r d i n a r y c a r e o b v i o u s l y a p p l i e s a s t o a c t s done w i t h r e g a r d t o any p u r -

p o r t e d payment r e c e i v e d f o r i t ems which a bank i s a t t e m p t i n g t o c o l l e c t * 

Inasmuch a s we f e e l t h a t the p r o v i s i o n s of S e c t i o n s 6, 7, and 8 

shou ld be e l i m i n a t e d , we do no t b e l i e v e t h e r e i s any p u r p o s e i n i n c l u d i n g 

S e c t i o n 10 which r e l a t e s back to t h e s e c t i o n s ment ioned above c o v e r i n g the 
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S e c t i o n 1 1 . Cont inued l i a b i l i t y of d rawer . The f i r s t p o r t i o n 

of t h i s s e c t i o n end ing w i t h t h e words " t h e r e h a s been no o p p o r t u n i t y o f f e r - ' 

ed such a g e n t t o o b t a i n payment i n money or a s o l v e n t c r e d i t " seems t o u s 

t o be unsound . I t i s our t h e o r y t h a t i f an i t e m h a s been r e c e i v e d p a y a b l e 

by o r a t a bank and i f t h e account of t h e drawer t h e r e o f h a s b e e n c h a r g e d 

t h e r e w i t h p r i o r t o t h e c l o s i n g of t h e drawee or payor bank, t h i s a c t on 

t h e b a n k ' s p a r t s h o u l d c o n s t i t u t e an a p p r o p r i a t i o n of i t s a s s e t s t o t h e 

payment of t h e i t e m and t h e c l a im shou ld be g i v e n p r e f e r e n c e i n acco rdance 

w i t h t h e s u g g e s t i o n s h e r e i n a f t e r made w i t h r e g a r d to S e c t i o n 13 . The 

d r a w e r ' s l i a b i l i t y i n such event shou ld only be i n case t h e c l a im so g iven 

p r i o r i t y f a i l s t o ' l i q u i d a t e the d r a w e r ' s i n d e b t e d n e s s t o t h e owner of t h e 

i t em, and t h e n only t o t h e e x t e n t of such d e f i c i t . 

We t h i n k t h e c o n c l u d i n g p o r t i o n of S e c t i o n 11 commencing "Where 

the d r a f t of a drawee o r payor bank, e t c . " s h o u l d be o m i t t e d . I t seems 

t o u s t h a t i f a member of a C l e a r i n g House A s s o c i a t i o n g i v e s i t s d r a f t i n 

p u r p o r t e d payment of a d e b i t b a l a n c e a g a i n s t i t , any l o s s r e s u l t i n g f rom 

t h e u n c o l l e c t i b i l i t y of t h i s d r a f t shou ld not f a l l upon t h e drawers or 

makers of t h e i t e m s r e c e i v e d by t h e drawee bank a t c l e a r i n g . 

S e c t i o n 1 2 . Duty of r e c e i v e r . We t h i n k t h a t t h i s s e c t i o n shou ld 

be changed t o r e a d a s f o l l o w s : 

" I t s h a l l be t h e du ty of t h e r e c e i v e r or o t h e r o f f i c i a l 
i n cha rge of t h e a s s e t s of an i n s o l v e n t bank, to r e t u r n 
t o t h e p r e s e n t e r t h e r e o f a l l i t ems drawn upon or p a y a b l e by or 
a t such i n s o l v e n t bank which have no t been c h a r g e d to t h e r e s -
p e c t i v e a c c o u n t s of t he drawers o r makers t h e r e o f w i t h such 
i n s o l v e n t bank p r i o r to t h e c l o s i n g t h e r e o f . " 
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Our view i s t h a t t he c h a r g i n g of a check or d r a f t t o the account of 

t he drawer t h e r e o f on t h e books of a "bank c o n s t i t u t e s an a p p r o p r i a t i o n of the 

"bank*a a s s e t s t o t h e payment of such an i t em and t h a t i f t h i s h a s "been done 

p r i o r t o t he c l o s i n g of t h e i n s o l v e n t hank, t he c la im shou ld "be g i v e n p r i o r i t y 

over t h e c l a i m s of g e n e r a l c r e d i t o r s of t h e "bank# 

S e c t i o n 13 . P r e f e r e n c e i n cade of i n s o l v e n c y . We b e l i e v e t h a t 

s u b d i v i s i o n ( a ) of t h i s s e c t i o n s h o u l d "be changed t o r e a d ; " I n c a s e of an i tem 

drawn upon or p a y a b l e by or a t a bank, f b r which t h e d r a f t of t h e drawee or 

payor ha s been g i v e n b u t not p a i d because of i t s i n s o l v e n c y , t h e owner of such 

d r a f t s h a l l be e n t i t l e d t o p r e f e r e n c e i n payment from t h e a s s e t s of t he f a i l e d 

bank i n p r e f e r e n c e t o a l l g e n e r a l c r o d i t o r s t h e r e o f . " 

S e c t i o n 14 , L i e n of c o l l e c t i n g bank . The f i r s t s e n t e n c e i n t h i s 

s e c t i o n s h o u l d , i n our o p i n i o n , be r e v i s e d t o r e a d a s f o l l o w s : 

"A d e p o s i t o r y bank s h a l l have a l i e n on a l l i t ems 
d e p o s i t e d w i t h i t f o r a l l i n d e b t e d n e s s of t h e d e p o s i t o r t h e r e -
o f , e x c e p t i n case where i t a p p e a r s f rom t h e i t em t h a t t h e 
d e p o s i t o r i s n o t t he owner ." 

The c o n c l u d i n g p o r t i o n of t h i s s e c t i o n commencing "A subsequen t 

c o l l e c t i n g bank" shou ld , i n our o p i n i o n , be e l i m i n a t e d . The ca se s where a 

subsequent c o l l e c t i n g bank can have a l i e n even under the p r o v i s i o n s of t h i s 

p o r t i o n of S e c t i o n 14, a r e so u n u s u a l a s not to m e r i t p r o v i s i o n t h e r e f o r 

i n a s t a t u t e , because s u b s t a n t i a l l y a l l i t e m s which a r e r e c e i v e d f o r c o l -

l e c t i o n b e a r r e s t r i c t i v e endor semen t s . 

We r e g r e t t h a t owing to t h e f a c t t h a t t he w r i t e r h a s been away 

from Cleve l and most of t h e t ime s i n c e the c o n f e r e n c e of c o u n s e l i t h a s 

no t been p o s s i b l e t o p r e p a r e t h e s e comments upon t h e U n i f o r m Bank C o l l e c t i o n 
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Codo more p r o m p t l y . 

For your convenience , we a r c e n c l o s i n g two e x t r a c o p i e s of t h i s 

l e t t e r . 

Yours ve ry t r u l y , 

SN:E& 
- e n c -

(S igned) S q u i r e , Sanders & Deiapsey 
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UELMD & USLAMD 
401 Hew York L i f e B u i l d i n g 

Minneapol i s 

March 21, 1928. 

Wa l t e r Wyat t , E s q . , 
Counsel F e d e r a l Rese rve Board, 
Washington, D. C. 

Dear Mr. W y a t t : -

We have you r w i r e c o n c e r n i n g our comments on the Uniform Bank Col -

l e c t i o n Code of which we have a t e n t a t i v e d r a f t p r e p a r e d "by Mr. Thomas Pa ton , 

Genera l Counsel of t h e American Banke r s ' A s s o c i a t i o n . Th i s d r a f t undoub ted ly 

r e p r e s e n t s an a b l e a t t e m p t t o cod i fy , t he law w i t h r e s p e c t t o bank c o l l e c t i o n s . 

We w i l l g i v e our . c r i t i c i s m s d e a l i n g w i t h t h e v a r i o u s s e c t i o n s of t h e d r a f t i n 

t h e i r o r d e r . 

S e c t i o n 1 ( b ) - Query a s t o t h e u se of t he word " s o l v e n t " b e f o r e 

the word "bank" i n t h i s s u b d i v i s i o n . I f t h e c r e d i t i s r e q u e s t e d o r a c c e p t e d 

by t h e c o l l e c t i n g bank i t would seem t h a t such a c r e d i t ought to be c o n s i d e r e d 

f i n a l payment whe the r t h e bank g i v i n g t h e c r e d i t were i n f a c t s o l v e n t o r n o t . 

I n f a c t we q u e s t i o n t h e u s e of t h e te rm " s o l v e n t c r e d i t " t h roughou t t h e e n t i r e 

d r a f t . " A u t h o r i z e d c r e d i t " would seem b e t t e r . 

S e c t i o n 2 - Qie ry a s t o t h e u s e of t h e word " n e g o t i a b l e " i n t h e 

f i r s t l i n e . This p r e v e n t s t h e code f rom b e i n g a p p l i c a b l e t o many i n s t r u m e n t s 

which s h o u l d p r o b a b l y be i n c l u d e d . As we a l l know a l a r g e number of i tems 

a r e h a n d l e d by banks a s c a s h i t e m s which f o r some r e a s o n o r o t h e r would no t 

be n e g o t i a b l e w i t h i n t h e meaning of t h e N e g o t i a b l e I n s t r u m e n t s Law. 

S e c t i o n 3 - I n Minneso ta t h e words " o r p a y a b l e by o r a t such bank 
t h e 

of d e p o s i t " i n t h e second l i n e o f / s e c t i o n would have t o be o m i t t e d . This i s 
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"because our N e g o t i a b l e I n s t r u m e n t s Law p r o v i d e s t h a t t h e f a c t t h a t an i n s t r u -

ment i s made p a y a b l e a t a "bank " s h a l l n o t he" e q u i v a l e n t t o an o r d e r to t he 

hank t o pay t h e i n s t r u m e n t . S e c . 7130 Minn. G> S . 1923. I t seems t o u s t h a t 

t h i s s e c t i o n imposes too s eve re a "burden on t h e hank of d e p o s i t . I f A d e -

p o s i t s t h e check of B f o r $100.00 on the same hank, t h e c r e d i t g i v e n i s i r -

r e v o c a b l e i f B a t t h a t p r e c i s e moment of t ime h a s a $100 .00 b a l a n c e . As a 

m a t t e r of a c t u a l bank ing p r a c t i c e t h e check w i l l no t be cha rged t o B ' s account 

u n t i l l a t e r i n t h e day . In t h e meantime B may have drawn ou t h i s $100.00 

b a l a n c e . I t seems t o u s t h a t S e c t i o n 3 shou ld be r e v i s e d so a s t o r e s e r v e 

t o the bank of d e p o s i t t h e r i g h t t o cha rge back such checks " i f no t found 

good a t t h e c l o s e of b u s i n e s s on t h e d a t e c r e d i t e d " * 

S e c t i o n 4 - I n r e s p e c t t o t h i s s e c t i o n and a l s o s e c t i o n 11 we 

q u e s t i o n t h e a d v i s a b i l i t y of e n a c t i n g l e g i s l a t i o n which i n e f f e c t r e p e a l s 

o r m o d i f i e s any p a r t of t h e Uniform N e g o t i a b l e I n s t r u m e n t s Law. To u s i t 

would a p p e a r more s t a t e s m a n l i k e t o a t t e m p t t o amend t h e Uniform N e g o t i a b l e 

I n s t r u m e n t s Law. 

We q u e s t i o n the u s e of t h e words " i n b l a n k or i n f u l l " i n t h e 9 t h 

and 1 3 t h l i n e s of t h i s s e c t i o n . The words "by u n r e s t r i c t i v e endorsement" 

shou ld be s u b s t i t u t e d . 

S e c t i o n 5 - I t i s no t e x p r e s s l y s t a t e d t h a t any i n t e r m e d i a t e bank 

i n t h e c h a i n of c o l l e c t i o n i s t h e a g e n t of t h e owner of t h e i t e m . Th i s 

shou ld be made e x p r e s s so a s t o s e t t l e t he q u e s t i o n whe the r t h e owner of 

t h e p a p e r can m a i n t a i n a s u i t a g a i n s t t h e i n t e r m e d i a t e c o l l e c t i n g bank . 

We "Suggest t h a t t h e words "o r h o l d e r " i n t h e n e x t t o the l a s t l i n e 

of t h i s s e c t i o n be t a k e n o u t . 
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S e c t i o n 6 - Wo sugges t t h a t the p r o v i s o a t t he end of p a r a g r a p h 

( a ) be s t r u c k ou t and t h a t t h e r e "be s u b s t i t u t e d i n l i e u t h e r e o f a p r o v i s o 

t o t h e e f f e c t t h a t i t s h a l l n o t "be deemed o r d i n a r y c a r e t o f o r w a r d an i t e m 

f o r c o l l e c t i o n t o any hank a s t o which t h e f o r w a r d i n g hank h a s knowledge t h a t 

i t i s u n a b l e or i s f a i l i n g to meet i t s o b l i g a t i o n s a s t h e y m a t u r e , o r i s 

u n a b l e o r i s f a i l i n g to h a n d l e p r o p e r l y i t ems s e n t t o i t f o r c o l l e c t i o n . 

The p r o v i s o i n i t s p r e s e n t form seems o b j e c t i o n a b l e to u s a s encou rag ing 

l i t i g a t i o n . The words " r e a s o n a b l e ground to b e l i e v e " e n a b l e t h e p l a i n t i f f 

i n many c a s e s t o make t h e c o l l e c t i n g b a n k ' s n e g l i g e n c e a q u e s t i o n f o r t h e 

j u r y w i t h t h e u s u a l r e s u l t . Under t h e p r o p o s e d l e g i s l a t i o n d i r e c t f o r w a r d -

i n g would become t h e normal p r o c e d u r e and t h e banks ought no t to be h e l d 

l i a b l e f o r f o l l o w i n g t h a t p r o c e d u r e excep t i n c a se s where t h e y have d e f i n i t e 

knowledge t h a t t h e drawee bank i s i n bad shape o r where t h e y have s p e c i f i c 

i n s t r u c t i o n s no t to f o r w a r d d i r e c t . 

P a r a g r a p h ( c ) of S e c t i o n 6 seems o b j e c t i o n a b l e a s imposing too 

s e v e r e a b u r d e n on t h e drawee bank . As a p r a c t i c a l m a t t e r we have doubt a s 

t o whe the r i t would be p o s s i b l e f o r t h e drawee bank t o charge i t ems r e c e i v e d 

i n t h e m a i l s t o t h e d rawer 1 s accoun t i n p r e f e r e n c e t o i t e m s l a t e r p r e s e n t e d 

o r r e c e i v e d # 

S e c t i o n 8 - I t seems t o u s t h a t t h i s s e c t i o n imposes t o o s e v e r e 
• 

a s t a n d a r d of c a r e upon t h e f o r w a r d i n g bank . I n t h e case of t h e F e d e r a l 

Reserve Bank of Minneapo l i s r e m i t t a n c e s a r e d e l a y e d i n so many c a s e s thg.t i t 

would be a lmos t i m p o s s i b l e t o t r a c e immedia te ly a l l l e t t e r s a s t o which r e -

m i t t a n c e s a r e no t r e c e i v e d " i n due c o u r s e of m a i l " . To f o l l o w t h i s p r o c e d u r e 

would a l s o r e s u l t i n a g r e a t d e a l of c o n f u s i o n . About the b e s t t he F e d e r a l 
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Reserve Bank c o u l d do would be t o sendx out t r a c e r s a t t h e end of t he second 

day a f t e r t h e e x p i r a t i o n of the p e r i o d when r e t u r n s shou ld have been r e c e i v e d # 

We t h i n k S e c t i o n 8 s h o u l d "be made more modera te as f a r a s t h e c o l l e c t i n g hank 

i s c o n c e r n e d . 

S e c t i o n 9 ~ Query whether t h e c o l l e c t i n g "bank s h o u l d be p e r m i t t e d 

t o a c c e p t i n payment a d r a f t drawn on a p o i n t d i s t a n t f rom t h e l o c a t i o n of t h e 

c o l l e c t i n g "bank. I t seems t o u s t h a t such a p e r m i s s i o n may encourage c a r e -

l e s s b a n k i n g . 

S e c t i o n 12 - Th i s s e c t i o n shou ld no t r e q u i r e t h e r e t u r n of t h e i t ems 

t o t h e p r e s e n t i n g bank u n l e s s t h e d r a f t g i v e n t o t h e p r e s e n t i n g bank i s r e -

t u r n e d . 

S e c t i o n 13 - We b e l i e v e t h i s s e c t i o n s h o u l d be o m i t t e d a l t o g e t h e r . 

The q u e s t i o n of p r e f e r r e d c l a ims i s so i n t r i c a t e t h a t we b e l i e v e S e c t i o n 13 

would add t o t h e c o n f u s i o n r a t h e r t h a n s i m p l i f y m a t t e r s . 

S e c t i o n 14 - The l a s t c l a u s e r e a d i n g "bu t such l i e n may be a c q u i r e d 

upon any such i t e m or i t s p r o c e e d s f o r a n i n d e b t e d n e s s of t he r e a l owner 

t h e r e o f " ought t o be o m i t t e d . On p r i n c i p l e a c o l l e c t i n g bank s h o u l d n o t have 

a l i e n upon i t e m s coming i n t o i t s p o s s e s s i o n w i t h o u t t h e consen t of i t s d e b t o r . 

I n Minneso ta t h e r e i s n o t t h e same n e c e s s i t y f o r t h e a d o p t i o n of a 

u n i f o r m bank code a s t h e r e may be i n o t h e r s t a t e s . . Chap te r 138, S e s s i o n Laws 

1927, wh i l e i m p e r f e c t i n many r e s p e c t s , a t l e a s t h a s t h e m e r i t of b e i n g s h o r t 

and r e a d i l y u n d e r s t a n d a b l e . We a r e i n c l i n e d t o b e l i e v e t h a t i f a u n i f o r m 

s t a t u t e i s t o be a g r e e d upon* such s t a t u t e shou ld be a s imple s t a t e m e n t of t h e 

M a s s a c h u s e t t s r u l e p l u s a p r o v i s i o n f o r s end ing i t ems d i r e c t and r e c e i v i n g 
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d r a f t s i n payment• The o t h e r m a t t e r s a t tempted, t o be cove red "by the p r o p o s e d 

code we would "be w i l l i n g t o l e a v e t o j u d i c i a l d e c i s i o n . 

Yours ve ry t r u l y , 

(S) A.Ueland . 

(S) S i g u r d Ue land . 
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FEDERAL BBSERVB BAM 

of A t l a n t a . 

March 20, 1928. 

Mr. Wa l t e r Wyat t , Genera l Counsel , 
F e d e r a l Rese rve Board , 
Washington, D. C. 

Dear Mr. Wya t t : 

C r i t i c i s m of t h e Uniform Bank C o l l e c t i o n Code, a s t e n t a t i v e l y d r a f t e d 
by Mr. Thomas B. P a t o n , Genera l Counsel t o t h e American B a n k e r s ' A s s o c i a t i o n , 
h a s been d e l a y e d by r e a s o n of absences f rom A t l a n t a and c o u r t engagements of 
t h e w r i t e r . 

We have nay r ev iewed the p r o p o s e d d r a f t and submit h e r e i n c e r t a i n com-
ments c o n c e r n i n g the same. 

,We might remark a t t h e o u t s e t t h a t we r a t h e r doubt bo th the f e a s i -
b i l i t y and a d v i s a b i l i t y of s e c u r i n g the enactment of a n y t h i n g which might 
p r o p e r l y be te rmed a Uniform C o l l e c t i o n Code. We b e l i e v e t h a t i t would be ve ry 
h e l p f u l were the s e v e r a l S t a t e s to e n a c t l e g i s l a t i o n d e s i g n e d t o accompl i sh 
c e r t a i n s p e c i f i c t h i n g s , namely: ( a ) t h e r i g h t to send checks d i r e c t t o drawee 
o r payo r banks ; ( b ) t he r i g h t to a c c q p t bank d r a f t s i n l i e u of cash ; ( c ) ex -
empt ion f rom l i a b i l i t y on account of t he d e f a u l t o r o m i s s i o n s of s u b a g e n t s ; 
and | d ) t h e c l a r i f i c a t i o n of t he law on t h e s u b j e c t of p r e f e r e n c e s i n i n s o l v e n t 
bank l i q u i d a t i o n . We b e l i e v e , however, t h a t i t would be b e t t e r t o l i m i t t h e 
a c t i v i t i e s of t h e A s s o c i a t i o n to/Accomplishment of t h e s e p a r t i c u l a r ends r a t h e r 
t h a n t o a t t e m p t t o have e n a c t e d a somewhat a m b i t i o u s code which runs c o u n t e r 
t o t h e common law i n a number of r e s p e c t s , and which e x p e r i e n c e migh t demon-
s t r a t e t o be d e f e c t i v e i f n o t dangerous . 

We p o i n t ou t s e v e r a l p r o v i s i o n s of t h e p r o p o s e d Act which migh t r e a c t 
u n f a v o r a b l y upon banks , f o r whose p r o t e c t i o n the same were f r a m e d . 

F o r example, S e c t i o n 2 of t he p r o p o s e d Act p r o v i d e s t h a t i n a l l 
c a se s where t h e r e i s no e x p r e s s agreement t o t h e c o n t r a r y a bank, r e c e i v i n g a 
check on i n i t i a l d e p o s i t i s t o be r e g a r d e d mere ly a s t h e a g e n t of t h e d e p o s i t o r . 
Undoubtedly a bank s h o u l d , a s most banks do, e n t e r i n t o an agreement w i t h i t s 
own d e p o s i t o r s of s u b s t a n t i a l l y the same l e g a l t e n o r a s S e c t i o n 2 ; bu t we 
doubt t he wisdom of a s t a t u t e which would, by law, e s t a b l i s h a c o n t r a c t u a l 
s t a t u s of t he k i n d , s i n c e such s t a t u t e might a f f e c t t h e r i g h t s of t h i r d p e r -
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sons , whereas t h e l a t t e r would no t he charged w i t h n o t i c e of t h e p r i v a t e 
a r rangement e x i s t i n g "between such bank and i t s d e p o s i t o r s . One of t h e comr-
p l i c a t i o n s which might r e s u l t f rom an enactment of S e c t i o n 2 i s r e c o g n i z e d i n 
S e c t i o n 4 , i n which l a s t ment ioned S e c t i o n i t was t hough t n e c e s s a r y t o p r o v i d e , 
i n o r d e r t o p r o t e c t t h i r d p e r s o n s , f o r a p r e sumpt ion of ownership i n t h e "bank 
of d e p o s i t of i t e m s t o he c o l l e c t e d , a l t h o u g h the p r o v i s i o n s of S e c t i o n 2 a r e 
d i r e c t l y c o n t r a r y t o t h e p r e sumpt ion s e t up i n S e c t i o n 4# 

Th i s p a r t i c u l a r q u e s t i o n i s of impor tance t o t h e F e d e r a l Rese rve 
Banks s i n c e R e g u l a t i o n J e s t a b l i s h e s , w i t h r e s p e c t t o t h e c o l l e c t i o n of checks , 
an agency r e l a t i o n on ly a s between t h e Reserve Banks a n d t h e banks f rom which 
t h e I t ems a r e r e c e i v e d . We r e c o g n i z e t h e f a c t t h a t R e g u l a t i o n J would doub t -
l e s s c r e a t e and p r e s e r v e a c o n t r a c t u a l s t a t u s which would n o t be a f f e c t e d by 
t h e enac tmen t s of a S t a t e ; bu t i t seems to u s t h a t i t would be b e t t e r , f rom 
t h e s t a n d p o i n t of t h e F e d e r a l Rese rve C o l l e c t i o n System, were S e c t i o n 2 omi t -
t e d f rom t h e p r o p o s e d Ac t , l e a v i n g the r e l a t i o n s h i p between a bank and i t s 
d e p o s i t o r s t o be governed by t h e law a s i t now e x i s t s o r by p r i v a t e c o n t r a c t • 

The d e c i s i o n s of t he c o u r t s have p r e t t y w e l l e s t a b l i s h e d t h e r e -
l a t i o n be tween a bank and i t s d e p o s i t o r s and , w h i l e t h e r e i s a c o n f l i c t i n 
t h e d i f f e r e n t j u r i s d i c t i o n s , we b e l i e v e t h a t a s t a t u t o r y d e c l a r a t i o n o r de -
f i n i t i o n of t h i s r e l a t i o n s h i p might l e a d t o consequences no t f u l l y a n t i c i p a t e d . 
The q u e s t i o n of an a g e n t ' s a u t h o r i t y i s a lways f r a u g h t w i t h danger t o one 
d e a l i n g w i t h a n a g e n t . At t h e p r e s e n t t ime banke r s q u i t e g e n e r a l l y t r e a t 
i tems f o r w a r d e d t o them by o t h e r banks a s b e i n g s u b j e c t t o t h e c o n t r o l , d i s -
p o s i t i o n and d i r e c t i o n of t h e f o r w a r d i n g bank and n e i t h e r l o o k f o r a d v i c e t p , 
nor s eek t h e d i r e c t i o n o f , t h e a c t u a l owner of t h e i t em who would, under t h e 
s t a t u t e , be t h e p r i n c i p a l a c t i n g th rough an a g e n t , whose a u t h o r i t y t h e Act 
does n o t p u r p o r t t o d e f i n e . This i s t r u e whether such i t e m s a r e e n d o r s e d 
i n f u l l , i n b l a n k o r " f o r d e p o s i t . " I t would be u n f o r t u n a t e , i t seems t o 
u s , f o r a s t a t u t e t o p u t t h e w o r l d on n o t i c e t h a t anyone t a k i n g an i t e m f o r 
c o l l e c t i o n o r payment f rom a f o r w a r d i n g bank i s d e a l i n g on ly w i t h an a g e n t of 
u n c e r t a i n a u t h o r i t y , and t h e r e s u l t i n g s i t u a t i o n would be a g g r a v a t e d by Sec -
t i o n 4 of t h e A c t , which u n d e r t a k e s to d i s t i n g u i s h t h e s e v e r a l k i n d s of e n -
do r semen t s . Under t h e t e rms of the l a s t men t ioned S e c t i o n , t h e r e i s no 
"presumpt ion" of ownership i n t h e f o r w a r d i n g bank excep t i n c a s e s where t h e r e 
i s ap. endorsement " i n b l a n k o r i n f u l l . " Assuming t h e r i g h t of t h e r e c i p i e n t 
of a; check so f o r w a r d e d t o r e l y upon t h e p r e s u m p t i o n of ownersh ip , d e s p i t e 
t h e i n c o n s i s t e n t p r o v i s i o n s of S e c t i o n 2 , t h e r e would s t i l l be no c e r t a i n t y 
of p r o t e c t i o n i n t a k i n g i n s t r u c t i o n s , a t l e a s t of any u n u s u a l k i n d , froqi a 
bank t h a t h a d o r i g i n a l l y t a k e n t h e i t em endor sed mere ly " f o r d e p o s i t . " I n 
the o r d i n a r y case of r o u t i n e c o l l e c t i o n s t h e agen t m i g h t , i n any e v e n t , be 
presumed t o have s u f f i c i e n t a u t h o r i t y t o i n s t r u c t w i t h r e g a r d to t h e c o l l e c t i o n , 
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"but t h e r e would, u n d o u b t e d l y , develop c a s e s of an u n u s u a l n a t u r e i n which 
s p e c i f i c i n s t r u c t i o n s would have t o be a sked of someone. I n such u n u s u a l 
c a s e s t h e f o r w a r d i n g "bank a s "an agen t f o r c o l l e c t i o n and no t owner of t h e 
i tem" migh t p e r h a p s no t he a u t h o r i z e d to g ive such s p e c i a l i n s t r u c t i o n s , 
because t h e same might l i e o u t s i d e of t h e scope of t h e agency . The q u e s t i o n 
would be v e r y d o u b t f u l i n t h e case of an i n s t r u m e n t o r i g i n a l l y e n d o r s e d mere ly 
" f o r d e p o s i t " . 

S e c t i o n 3 and S u b s e c t i o n ( c ) of S e c t i o n 6, a s now f ramed, would, 
we b e l i e v e , e n t a i l c o m p l i c a t i o n s a s w e l l a s dangers i n p a y i n g c h e c k s . No 
p r o v i s i o n i s made i n e i t h e r S e c t i o n t o cover t h e s i t u a t i o n - w h i c h would a r i s e 
where s e v e r a l checks of t h e same maker a r e r e c e i v e d on d e p o s i t or th rough 
the m a i l s d u r i n g t h e same banking day and t h e m a k e r ' s a c c o u n t i s i n s u f f i c i e n t 
a t t h e c l o s e of t h e bank ing day to pay a l l of such c h e c k s . I t would be p r a c -
t i c a l l y i m p o s s i b l e f o r a bank t o f i x and de te rmine t h e e x a c t t imes when s e p -
a r a t e checks a r e r e c e i v e d on d e p o s i t f o r c r e d i t to d i f f e r e n t payees o r o t h e r 
d e p o s i t o r s ; however , S e c t i o n 3 p r o v i d e s , i n e f f e c t , t h a t i n t h e even t an 
a c c o u n t , i n s u f f i c i e n t a t t h e t ime d e p o s i t s a r e made, i s r e p l e n i s h e d d u r i n g 
t h e same day, i t e m s r e c e i v e d on d e p o s i t " s h a l l be deemed p a i d a t t h e tiiqe of 
such d e p o s i t o r c r e d i t . " Suppose, f o r example, A d e p o s i t e d a check of B f o r 
c r e d i t a t 9 : 0 0 i n t h e morn ing . At t h a t t ime t h e accoun t of B was i n s u f f i c i e n t 
t o pay the same. At 11 :00 i n the morning C d e p o s i t e d a check of B . Be fo re 
t h e c l o s e of b u s i n e s s B d e p o s i t e d f u n d s s u f f i c i e n t t o j u s t i f y the payment of 
e i t h e r , b u t n o t b o t h c h e c k s . Under the p r o v i s i o n s of S e c t i o n 3 i t would 
d o u b t l e s s be t h e du ty of t h e drawee bank t o a l l ow t o s t a n d t h e c r e d i t which 
h a d been g i v e n t o A and t o revoke t h e c r e d i t which h a d been g i v e n to C. This 
might be t h e r u l e even i n t h e absence of a s t a t u t e b u t , g e n e r a l l y speak ing , 
i t i s no t f e a s i b l e t o take: i n t o accoun t f r a c t i o n s of a day, and t h e mandatory 
r e q u i r e m e n t s of t h e s t a t u t e would o n l y i n c r e a s e t h e d i f f i c u l t i e s u n d e r which 
banks now l a b o r . S u b s e c t i o n ( c ) of S e c t i o n 6 would make i t encumbent on a l l 
banks t o t a k e s t r i c t a ccoun t of t h e a c t u a l t ime of r e c e i p t th rough t h e m a i l s 
of e v e r y i t e m , and , w h i l e t h i s c o u l d be done, t he chances of l o s s , due to t h e 
f a i l u r e on t h e p a r t of a c l e r k t o n o t e t h e a c t u a l t ime of t he r e c e i p t of a 
l e t t e r , would be l a r g e l y i n c r e a s e d . I n t h e even t a number of i t e m s , drawn 
by t h e same maker , were r e c e i v e d th rough t h e m a i l s d u r i n g t h e same day a l i s t 
might have to be mad© up showing the; e x a c t o r d e r of r e c e i p t and, i n t he even t 
of a d e p o s i t b e f o r e t h e c l o s e of b u s i n e s s , t he i t ems would have - t o be cha rged 
t o the accoun t of t h e maker i n t he o r d e r of r e c e i p t . I n many c a s e s t h e r e 
might a r i s e d i s p u t e s a s t o t h e t ime of a c t u a l r e c e i p t and the bu rden would 
be upon t h e bank t o e x p l a i n d e l a y s i n m a i l s and the l i k e . We r e c o g n i z e , a s 
above s t a t e d , t h a t t he same q u e s t i o n s now p e r p l e x b a n k e r s and add t o the j oys 
of do ing b u s i n e s s : i t seems, however , t h a t no good would be accompl i shed by 
s t a t u t o r y p r o v i s i o n s which , i n t e rms , impose d u t i e s and r e s p o n s i b i l i t i e s a s t o 

p r i o r i t i e s and p r e f e r e n c e s i n the payment of I t ems which cannot a l l be 
s a t i s f i e d . 

S e c t i o n 3 p l a c e s i n t h e sane c a t e g o r y i t ens drawn u p o n , p a y a b l e by 
o r p a y a b l e a t a bank . Obvious ly , t he S e c t i o n , a s drawn, would no t be a p p r o p r i a t e 
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f o r e n a c t n e n t i n t h o s e S t a t e s where S e c t i o n 87 of t h e n e g o t i a b l e I n s t r u m e n t s 
Act h a s no t been e n a c t e d , o r i s of a t e n o r d i f f e r e n t f r o n t h a t of t h e "Uni fo ro" 
A c t . I n Georg ia , f o r example, t h e s e c t i o n r e a d s "Where t h e i n s t r u m e n t i s cade 
p a y a b l e a t a bank, i t i s no t e q u i v a l e n t t o an o r d e r t o t h e bank" , e t c . 

I f t h e Code i s t o be e n a c t e d f o r t he l e g i t i m a t e p r o t e c t i o n of banks , 
t h e r e would seem t o be no pu rpose i n i n s e r t i n g i n S e c t i o n 6 t h e p r o v i s i o n t h a t 
i t s h a l l n o t be o r d i n a r y c a r e t o f o r w a r d an i t em f o r c o l l e c t i o n t o any bank a s 
t o which t h e f o r w a r d i n g bank h a s knowledge or r e a s o n a b l e grounds t o b e l i e v e 
t h a t i t i s n o t i n a sound f i n a n c i a l c o n d i t i o n , e t c . Th is p r o v i s i o n i s , doub t -
l e s s , m e r e l y d e c l a r a t o r y of t h e common law, b u t t o s t a t e and r e s t a t e a l i a -
b i l i t y which would e x i s t i n d e p e n d e n t l y of the s t a t u t e would seem t o be ou t of 
p l a g e i n a Code which i s d e s i g n e d t o p r o t e c t the bank ing b u s i n e s s . This i s 
p a r t i c u l a r l y t r u e inasmuch a s t h e e f f e c t of the same migh t p r o b a b l y be to 
i n v i t e s u i t s , even i n c a s e s where t h e f o r w a r d i n g bank was do ing i t s b e s t unde r 
a l l t h e c i r c u m s t a n c e s , a s , f o r example, where t h e r e was bu t one bank i n the 
town. 

We do no t l i k e S u b s e c t i o n (b ) of S e c t i o n 6 f o r t h e f u r t h e r r e a s o n 
t h a t i t u n d e r t a k e s t o make p r o v i s i o n , i n t he event of s u s p e c t e d i n s o l v e n c y , 
f o r t h e o b t a i n i n g of payment i n money o r a " s o l v e n t c r e d i t . " A f t e r a check 
has been f o r w a r d e d to a bank t h e r e i s u s u a l l y l i t t l e t h a t t h e f o r w a r d i n g 
bank can do t o s e c u r e payment i f t h e payee bank i s , i n f a c t , i n s o l v e n t or 
a p p r o a c h i n g i n s o l v e n c y . I f t h e r e was no knowledge of bad c o n d i t i o n s when 
t h e check was fo rwa rded , t h e f o r w a r d i n g bank ought no t t o be s u b j e c t e d to the 
burden of t a k i n g e x t r a o r d i n a r y s t e p s t o s e c u r e i t s payment . I t i s , f u r t h e r -
more, d i f f i c u l t t o s e e how a bank i n e x t r e m i s would be i n a p o s i t i o n t o f u r -
n i s h t o i t s c o r r e s p o n d e n t a " s o l v e n t c r e d i t " a s d e f i n e d i n t h e Act , much l e s s 
a c t u a l c a s h . 

S e c t i o n 6 by i m p l i c a t i o n and S e c t i o n 9 by e x p r e s s l anguage make 
n e g l i g e n t t h e a c c e p t a n c e of a bank d r a f t f rom a bank i n bad c i r c u m s t a n c e s 
u n l e s s t h e f o r w a r d i n g bank h a s t a k e n any and a l l s t e p s which a p r u d e n t owner 
of t he i t em would t a k e t o o b t a i n payment i n money o r a s o l v e n t c r e d i t . We 
do no t t h i n k t h a t t h e f o r w a r d i n g bank ought t o be bu rdened w i t h such r e q u i r e -
ments of d i l i g e n c e f o r r e a s o n s which a r e above s t a t e d . 

S e c t i o n 13 embodies an e x c e l l e n t i d e a and c o n t a i n s p r o v i s i o n s which 
we would l i k e v e r y much t o see e n a c t e d g e n e r a l l y i n t o l a w . 

I t i s l i k e l y t h a t t he F e d e r a l Reserve Banks, a s such, s h o u l d no t 
oppose t h e enac tment of t h e s u g g e s t e d Code even though, o b v i o u s l y , any bad 
e f f e c t s which migh t f o l l o w t h e same would be f e l t t h e more k e e n l y by t h e 
Reserve Banks b e c a u s e of t h e i r w i d e s p r e a d c o l l e c t i o n f u n c t i o n s and t h e t r e -
mendous volume of t h e same. I t may be t h a t our views a s t o t h e p r o p o s e d Code 
a r e somewhat c o l o r e d by t h e f a c t t h a t t h e Reserve Banks a r e u s u a l l y g r a t u i t o u s 
a g e n t s f o r c o l l e c t i o n , do ing b u s i n e s s a t a heavy expense and c o n s t a n t l y b e i n g 
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c a l l e d t o accoun t f g r a l l e g e d n e g l i g e n c e where -none i n f a c t e x i s t s . I t may "be 
t r u e t h a t some Qf c r i t i c i s m s h e r e i n s e t ou t a r e n o t w e l l - f o u n d e d . I t i s 
our o p i n i o n , howevep, t h a t t h e Code, a t l e a s t i n i t s p r e s e n t form, s h o u l d no t 
"be e n a c t e d , and , a s above s t a t e d , we a r e i n c l i n e d to doubt t h e a d v i s a b i l i t y 
of t he e f f o r t which i s "being made t o s ecu re t h i s l e g i s l a t i o n . 

The i m p o r t a n t p o i n t s f o r l e g i s l a t i o n summarized a t the "beginning of 
t h i s l e t t e r cou ld , we t h i n k , "be covered ve ry much p o r e s imply and w i t h o u t 
t h e danger , a c t u a l o r p o t e n t i a l , which we b e l i e v e would be i n h e r e n t i n t he en -
ac tment of J>ir, B a t o n ' s "Code". 

Very t r u l y , y o u r s , 

RANDOLPH & PARKER. 

By R o b t . S . P a r k e r . 
Genera l Counse l . 

RSP/w. 
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Chicago March 17, 1928. 

Mr. Wa l t e r Wyat t , Genera l Counsel , 
F e d e r a l Rese rve Board , 
Washington, D. C. 

Dear S i r : Ee : Uniform Bank C o l l e c t i o n Code. 

I must a p o l o g i z e t o you f o r my seeming n e g l e c t i n f a i l i n g t o w r i t e 
you a t an e a r l i e r d a t e my view on the p r o p o s e d Uniform C o l l e c t i o n Code which 
was on t h e program a s Topic 11 a t t h e c o n f e r e n c e of counse l of F e d e r a l Reserve 
Banks a t Washington, on F e b r u a r y 9 t h , - 1 1 t h , 1928. 

The f a c t s a r e , t h a t u n t i l today I have "been u n a b l e to g i v e the 
m a t t e r any a t t e n t i o n "by r e a s o n of absence f rom t h e o f f i c e of s e v e r a l of my 
a s s o c i a t e s ; a n d even now I have been a b l e to g i v e the m a t t e r bu t a v e r y c a s u a l 
s t u d y % 

I n S e c . 2 , occur t h e words " U n t i l i t h a s r e c e i v e d the p r o c e e d s " ; 
and i t seems t o me t h a t t h e l anguage t h e r e c o n t a i n e d needs t o be c l a r i f i e d . 
Which bank i s " i t " i n t h e l anguage quoted? 

I n S e c . 4 , o c c u r s t he l anguage , "An endorsement ' pay any bank or 
b a n k e r ' s h a l l be deemed a r e s t r i c t i v e endorsement" . Th i s r u n s c o u n t e r t o t h e 
h o l d i n g s of many of t h e c o u r t s and I doubt t he p r o p r i e t y of a t t e m p t i n g t o 
c o d i f y t h e law i n t h a t r e s p e c t . I t h i n k t h e g e n e r a l r u l e i s t h a t such endorse-
ment i s n o t r e s t r i c t i v e . 

I n paragraphs (a) and (b ) of S e c . 6, t h e r e seems t o be an a t t e m p t 
t o d e f i n e what i s " o r d i n a r y c a r e " by s a y i n g what i s no t o r d i n a r y c a r e . These 
p a r a g r a p h s , i f a d o p t e d , would throw a v e r y heavy bu rden on F e d e r a l Rese rve 
Banks, and I doubt t h e p r o p r i e t y of such l anguage b e i n g i n s e r t e d i n t h e p r o -
posed Code. 

I n S e c . 8 t h e r e i s l anguage t h a t r e q u i r e s an a g e n t f o r c o l l e c t i o n 
t o make immediate i n q u i r y i f he does not r e c e i v e a d v i c e i n "due cou r se of 
m a i l " . The l anguage i s no t c l e a r and i t seems l i k e l y t h a t a s t r i c t c o n s t r u c t -
i o n t h e r e o f might p l a c e too much r e s p o n s i b i l i t y on t h e c o l l e c t i n g bank, i n 
t h e m a t t e r of due c a r e ; and a s i n t h e o t h e r s e c t i o n s above r e f e r r e d t o , i t 
s i n g l e s ou t a p a r t i c u l a r t h i n g which s h a l l no t be due c a r e . 

I n S e c . 12 , t h e r e i s an a t t e m p t to p l a c e a du ty on a r e c e i v e r which 
h e p r o b a b l y c o u l d no t c a r r y o u t . 
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I doubt t he soundness of t he r u l e s u g g e s t e d i n p a r a g r a p h ( a ) of Sec , 
13 and I would no t l i k e t o see such r u l e a d o p t e d . 

I am very ' s u r e t h a t my comments h e r e can "be of l i t t l e h e l p i n con-
s i d e r i n g t h i s m a t t e r , "out I send them a l o n g f o r what t h e y a r e w o r t h . 

With k i n d r e g a r d s , 

Yours v e r y t r u l y , 

(S) CHAS..L. POWELL, 
Counse l . 

CLP 
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Law O f f i c e Of 

LOCKE, LOCKE, STROUD & RAEDOLPH, 
American Exchange B u i l d i n g 

DALLAS, TEXAS. 

March 16 th 1928. 

F e d e r a l Rese rve Board, 
A t t e n t i o n : Mr. W a l t e r Wyat t , 

Genera l Counsel , 
Washington, D. C. 

Gentlemen: 

We e n c l o s e h e r e w i t h c r i t i c i s m of the f i r s t t e n t a t i v e 
d r a f t of Uni form Bank C o l l e c t i o n Code p r e p a r e d "by Thomas B. P a t on, 
J r . , Genera l Counsel of t h e American Bankers A s s o c i a t i o n . 

Yours ve ry t r u l y , 

(S) Locke, Locke, S t r o u d & Randolph . 

EBS-s 
e n o l : 
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CRITICISM 
of 

F i r s t T e n t a t i v e D r a f t of 
Uniform Bank C o l l e c t i o n Code 
p r e p a r e d "by Thomas B. P a t on, 
J r . , General Counsel of t h e 
American Bankers A s s o c i a t i o n . 

S e c t i o n 1 . D e f i n i t i o n s . 

( a ) Bank. This d e f i n i t i o n i s b r o a d enough, of c o u r s e , t o i n -
c lude F e d e r a l Rese rve Banks . 

( b ) S o l v e n t C r e d i t . The d e f i n i t i o n of " s o l v e n t c r e d i t " s e t out 
i n t h i s s u b - p a r a g r a p h i s , i n our o p i n i o n , i n a d e q u a t e and would g i v e r i s e t o 
much l i t i g a t i o n and u n c e r t a i n t y . This i s an impor tan t m a t t e r i n view of t he 
f a c t t h a t " s o l v e n t c r e d i t " i s u s e d th roughou t t h e p r o p o s e d code . The g r e a t -
e s t u n c e r t a i n t y of t he d e f i n i t i o n comes about because of (1 ) t he u s e of t he 
words " s o l v e n t bank" and (2 ) t h e u s e of t h e words " r e q u e s t e d o r a c c e p t e d " . 
The q u e s t i o n of whe the r o r n o t a bank was a t any t ime s o l v e n t i s a lways a 
q u e s t i o n of f a c t and i t would f o l l o w t h a t where a bank h a d f a i l e d t h e exac t 
t ime of i t s i n s o l v e n c y would be d i f f i c u l t t o a s c e r t a i n , i f n o t who l ly im-
p o s s i b l e , e x c e p t by a j u r y ' s g u e s s , and t h e r e f o r e unde r t he d e f i n i t i o n u s e d 
t h e r e would a lways e x i s t a q u e s t i o n of f a c t a s t o whe ther o r no t t h e r e was 
a s o l v e n t c r e d i t . 

The words 11 r e q u e s t e d and accep t ed" g i v e r i s e t o doubt , p a r t i c u l a r l y 
t h e word " a c c e p t e d " . As t o whether o r no t a c r e d i t h a d been r e q u e s t e d o r 
a c c e p t e d would be a q u e s t i o n of f a c t a r i s i n g i n eve ry c a s e and a lways d i f f i c u l t 
of d e t e r m i n a t i o n . 

S e c t i o n 2 . Bank of d e p o s i t i s a g e n t f o r c o l l e c t i o n . 

This s e c t i o n c r e a t e s t h e r e l a t i o n s h i p of p r i n c i p a l and a g e n t upon 
the d e p o s i t of e v e r y check , i n t h e absence of an e x p r e s s e d agreement to t h e 
c o n t r a r y . $he e f f e c t of t h e s e c t i o n may, i n g i v e n c a s e s , be t o change the r e -
l a t i o n , be tween t h e p a r t i e s a s ev idenced by w r i t t e n i n s t r u m e n t . The s e c t i o n i s 
e v i d e n t l y d e s i g n e d t o mee t t h e d e c i s i o n of the Supreme Court of t h e U n i t e d 
S t a t e s i n t h e c a s e of C i t y of Douglas v» The F e d e r a l Rese rve Bank of D a l l a s . 
I n our opin ion* i t i s b a t t e r t o l e t t he s t a t u s of t h e p a r t i e s be e s t a b l i s h e d 
by t h e f a c t s a s made r a t h e r t h a n t o a t t e m p t t o f i x t h e r e s p o n s i b i l i t y by 
s t a t u t o r y p r o v i s i o n s . T h i s s e c t i o n a p p a r e n t l y i s i n c o n s i s t e n t w i t h s e c t i o n 
4 . 

Sec t ioA 3 . Items- on same bank . 

I t i s b e l i e v e d t h a t t h i s s e c t i o n w i l l g i v e r i s e t o much c o n f u s i o n 
and l i t i g a t i o n . In t h e f i r s t p l a c e , i t i s tobe n o t e d t h a t , by t h e p r o v i s i o n s 
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of t h i s s e c t i o n , where a "bank r e c e i v e s a check drawn on i t f o r d e p o s i t or 
c r e d i t , t he check i s deemed t o "be p a i d a t the t ime of i t s r e c e i p t u n l e s s a t 
such t ime t h e f u n d s of t h e drawer or maker t h e r e o f a r e i n s u f f i c i e n t . I f 
banks h a n d l e d on ly one check p e r day of any g i v e n d e p o s i t o r , t h i s p r o v i s i o n 
migh t , t h e o r e t i c a l l y , work a l l r i g h t , h u t d u r i n g a day*s b u s i n e s s any hank 
w i l l r e c e i v e numbers of checks i s s u e d by t he same drawer# There i s no p r o -
v i s i o n made by any bank i n t h i s d i s t r i c t * t h a t we know o f , t o r e c o r d the t ime 
of t he r e c e i p t of t h e i r s e v e r a l d e p o s i t s * Acco rd ing ly , i t would be i m p o s s i b l e 
to de t e rmine whe ther or n o t & g i v e n drawer , t h e t o t a l of whose checks would 
overdraw h i s account* h a d a b a l a n c e w i t h the drawee barik a t t he t ime of i t s 
r e c e i p t of h i s check* l i k e w i s e , t he l a s t p o r t i o n of t h e s e c t i o n i s s u b j e c t 
t o a s i m i l a r c r i t i c i s m * because t h e r e i s no r e c o r d made of t h e t ime of r e -
c e i p t of c h e c k s t For t h e s e two r e a s o n s , i t appea r s t o u s t h a t t he a r t i c l e 
would g i v e r i s e f r e q u e n t l y t o c o n f u s i o n , r e s u l t i n g i n l i t i g a t i o n and expense 
t o eveity bank* F u r t h e r m o r e , checks a r e commonly r e c e i v e d on d e p o s i t w i t h o u t 
c a r e f u l s c r u t i n y , and f r e q u e n t l y t he bank r e c e i v i n g same d e s i r e s t o r e t u r n 
the check w i t h o u t p a y i n g i t , because of i r r e g u l a r i t i e s . Under t h e p r o v i s i o n s 
of t h i s a r t i c l e , t h e bank would p r o b a b l y have no r i g h t t o r e t u r n s a i d checks , 
where t h e drawer h a d a d e p o s i t . We a r e of o p i n i o n , a l s o , t h a t t h e l a s t 
p h r a s e , d e a l i n g w i t h s e t - o f f , would g ive r i s e to much con fus ion* 

S e c t i o n 4 . Lega l e f f e c t of indorsements# 

The d e f i n i t i o n of t h e e f f e c t of an endorsement " f o r d e p o s i t " i s 
s u b j e c t t o t h e same c r i t i c i s m s made of s e c t i o n 2 . The d e f i n i t i o n of the 
l e g a l e f f e c t of t he endorsements " f o r c o l l e c t i o n and r e m i t t a n c e " and " f o r 
c o l l e c t i o n and c r e d i t " appea r to be mere ly a r e s t a t e m e n t of the d e f i n i t i o n s 
which have u n i v e r s a l l y been acco rded t h e s e endorsements by t h e c o u r t s of t he 
c o u n t r y . The d e f i n i t i o n of t he l e g a l e f f e c t of endorsements " i n b l ank" or 
" i n f u l l " , i s s u b j e c t t o t he same c r i t i c i s m s a s s e c t i o n 2 , and a l s o f u r n i s h e s 
the b a s i s of a h i a t u s be tween ownership and p r e sumpt ion of ownersh ip , which 
g i v e s r i s e t o u n c e r t a i n t y of the r i g h t s of v a r i o u s p a r t i e s . The d e f i n i t i o n 
of the l e g a l e f f e c t of an endorsement by t h e bank of d e p o s i t or subsequen t 
h o l d e r " i n b l a n k " o r " i n f u l l " a p p e a r s to be i n c o n f l i c t w i t h the p r o v i s i o n s 
of s e c t i o n 2 , i n t h a t t h e d e f i n i t i o n c r e a t e s a p r e s u m p t i o n t h a t , where a bank 
of d e p o s i t e n d o r s e s an i t e m " i n b lank" or " i n f u l l " , i t i s the owner of t he 
i tem, whe rea s , unde r s e c t i o n 2 , i t would be on ly an a g e n t t o c o l l e c t . The 
d e f i n i t i o n of t he l e g a l e f f e c t of the endorsements "pay any bank o r banker" 
i s mere ly t h e d e f i n i t i o n commonly acco rded t h i s p h r a s e . The d e f i n i t i o n of t h e 
l e g a l e f f e c t of t h e endorsement " p r i o r endorsements gua ran t eed" would a t l e a s t 
g ive some i n t e r p r e t a t i o n of t he meaning of t h i s endorsement , and, i n our 
o p i n i o n , would g i v e t h e c o r r e c t i n t e r p r e t a t i o n . The s e c t i o n i s no t c l e a r 
a s to how t h e p r e s u m p t i o n c o u l d be overcome» 

S e c t i o n 5 . Duty and r e s p o n s i b i l i t y of bank c o l l e c t i o n a g e n t s . 

The e f f e c t of t h i s s e c t i o n i s mere ly t o r e n d e r t h e M a s s a c h u s e t t s 
r u l e a p p l i c a b l e . 

S e c t i o n 6 . .Ru l e s of o r d i n a r y .pare i n f o r w a r d i n g &nd p r e s e n t m e n t . 

Jfcfe m a t t e r s s e t out i n s u b s e c t i o n ( a ) , excep t t h e p r o v i s o c o n t a i n e d 
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i n t he l a s t c l a u s e of t he s u b s e c t i o n , a r e , i n our o p i n i o n , p r o p e r . However, 
the p r o v i s o l e a v e s a v e r y dangerous u n c e r t a i n t y , and , w h i l e i t may e x p r e s s t h e 
law a s i t now e x i s t s , i n our o p i n i o n i t s i n c o r p o r a t i o n i n t o a s t a t u t o r y law 
would be most u n w i s e . We a r e p a r t i c u l a r l y a d v e r s e to t h e words " o r r e a s o n a b l e 
ground to "be l i eve" . Under t h i s p h r a s e o l o g y , a v e r y dangerous q u e s t i o n might be 
r a i s e d i n c o n n e c t i o n w i t h eve ry bank f a i l u r e . 

We have no c r i t i c i s m to make of s u b s e c t i o n ( b ) , excep t t h a t t h e 
p r o v i s o i n t h e l a s t s e n t e n c e i s , i n our o p i n i o n , s u b j e c t t o t h e same c r i t i c i s m s 
a s t h e p r o v i s o i n s u b s e c t i o n ( a ) . 

The p r o v i s i o n s of s u b s e c t i o n ( c ) a r e s u b j e c t t o t h e same c r i t i c i s m s 
a s s e c t i o n 3 . 

Th is s e c t i o n a p p a r e n t l y approves a c i r c u i t o u s r o u t i n g a n d migh t , 
t h e r e f o r e , be n e e d a s a b a s i s to u p h o l d a c t u a l n e g l i g e n c e i n r o u t i n g checks i n 
a c i r c u i t o u s manner . 

S e c t i o n 7 . R u l e s of - o r d i n a r y c a r e upon d i s h o n o r . 

We s e e no p a r t i c u l a r o b j e c t i o n t o t h i s s e c t i o n . We do not u n d e r s t a n d 
however why t h e e x c e p t i o n i n case of e x p r e s s i n s t r u c t i o n s o r c u s t o m . I f l i a -
b i l i t y f i x e d i n a c c o r d a n c e w i t h N e g o t i a b l e I n s t r u m e n t s Act t h e r e would be no 
damages. 

S e c t i o n 8 . Duty of I n q u i r y . 

The du ty imposed by t h i s s e c t i o n i s more s t r i n g s n t t h a n t h e custom 
of F e d e r a l Rese rve Banks . As we u n d e r s t a n d i t , Federa l . Rese rve Banks do no t 
t r a c e i n eve ry i n s t a n c e on t h e day r e m i t t a n c e i s due» While t h e du ty h e r e s e t 
f o r t h and made compulsory c o v e r s m a t t e r s which a r e o r d i n a r i l y done, we see no 
r e a s o n to make t h e du ty manda to ry . I f i n c o r p o r a t e d i n t o s t a t u t o r y law, t h i s 
s e c t i o n might g i v e r i s e , t h rough c o u r t c o n s t r u c t i o n , t o a l i a b i l i t y which , a t 
p r e s e n t , does ntit e x i s t . 

S e c t i o n 9 . Medium of payment . 

We see no o b j e c t i o n t o t h i s s e c t i o n , o t h e r t h a n ( e ) . Our o b j e c t i o n 
t o t h i s p o r t i o n of t h e s e c t i o n i s b a s e d on our p r e v i o u s c r i t i c i s m of t he de-
f i n i t i o n of " s o l v e n t c r e d i t " . The l a s t sentence- of t h i s s e c t i o n i s , we t h i n k , 
very l o o s e l y drawn and would g i v e r i s e t o many q u e s t i o n s of l i a b i l i t y which 
do no t now e x i s t . We r e f e r p r a t i c u l a r l y to t h e words " o r r e a s o n a b l e ground 
t o s o e p e c t t h a t such drawee o r payor i s about to c l o s e i t s doors" and t h e 
words " w i t h o u t f i r s t t a k i n g any and a l l s t e p s which a p r u d e n t owner t h e r e o f 
would t a k e " , e t c . 

S e c t i o n 1 0 . C o l l e c t i o n of p a p e r tafcoa i n payment . 
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"This s e c t i o n i s s u b j e c t t o the same c r i t i c i s m s a s s e c t i o n 9 . 

S e c t i o n 1L, "Continued l i a b i l i t y of d rawer . 

We see no o b j e c t i o n t o t h i s s e c t i o n . 

S e c t i o n 12* JDuty of r e c e i v e r . 

We have no o b j e c t i o n to t h i s s e c t i o n . 

Sec t io® 1 3 . P r e f e r e n c e s i n case of i n s o l v e n c y . 

We see no o c c a s i o n f o r c o l l e c t i o n code t o dea l w i t h t h e q u e s t i o n of 
p r e f e r e n c e s . We t h e r e f o r e f e e l t h a t s e c t i o n 13 i s e n t i r e l y i n a p p r o p r i a t e . 

S e c t i o n 1 4 . Xilen of c o l l e c t i n g bank . 

We s e e no o c c a s i o n f o r a c o l l e c t i o n code t o dea l w i t h t h e q u e s t i o n 
of a l i e n which a bank migh t havo , b u t , on t h e p t h e r hand , we t h i n k t h a t t h i s 
q u e s t i o n s h o u l d be d e c i d e d by t h e e s t a b l i s h e d law of t h e r e s p e c t i v e s t a t e s of 
the P s i o n . Tor t h e s e r e a s o n s , we f e e l t h a t t he p r o v i s i o n s of s e c t i o n 14 have 
no p l a c e i n a c o l l e c t i o n code . 

Summarizing the p r o p o s e d code: We see no o c c a s i o n , i f t h e code i s 
e n a c t e d , f o r i t t o go f u r t h e r t h a n t o cover t he u n c r i t i c i z e d p o r t i o n s of 
s e c t i o n s 6, 9, 10 and 1 1 . 

(S) Locke, Locke, S t r o u d & Randolph . 
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EED3RAL RES2RV3 LAM 
of 

ST. LOUIS 

Februa ry 29, 1928. 

Mr. Wa l t e r Wyat t , Genera l Counsel , 
F e d e r a l Rese rve Board , 
Washington, D. C. 

Dear Mr. Wya t t : 

Examining t h e p r o p o s e d UNIFORM BAKK COLLECTION COKE p r e p a r e d "by 
Mr. P a t o n f rom t h e s t a n d - p o i n t of i t s e f f e c t on F e d e r a l Reserve Banks a s 
C o l l e c t i o n Agen t s , I can f i n d no o b j e c t i o n u n t i l S e c t i o n 6, c a p t i o n -
RULES OF ORDINARY CAKE Iff FORWARDING- AND PRESENTMENT i s c o n s i d e r e d . I 
b e l i e v e t h a t p a r t of p a r a g r a p h ( a ) s e c t i o n 6 •- h e r e i n b e l o w quo ted - u n -
duly b roadens t h e F e d e r a l Reserve Banks ' l i a b i l i t y i n i t s C l e a r i n g House 
o p e r a t i o n s : 

" P r o v i d e d i t s h a l l n o t be deemed o r d i n a r y c a r e t o 
f o r w a r d a n i t e m f o r . c o l l e c t i o n t o any bank a s t o 
which t h e f o r w a r d i n g bank h a s knowledge or rmasnnablm 
ground t o b e l i e v e t h a t i t i s n o t i n a sound f i n a n c i a l 
c o n d i t i o n and i s e i t h e r i n s o l v e n t or a p p r o a c h i n g 
i n s o l v e n c y . " 

Under t h e word ing quo ted , t h e l i a b i l i t y i s e x t e n d e d to cove r 
c a se s where we have r e a s o n a b l e ground t o b & l i e r e t h e bank no t to be i n a 
sound f i n a n c i a l c o n d i t i o n o r where i t i s a p p r o a c h i n g i n s o l v e n c y . 

When a bank i s i n s o l v e n t i n f a c t , and , when i t i s not i n a sound 
f i n a n c i a l c o n d i t i o n o r a p p r o a c h i n g i n s o l v e n c y - a r e e n t i r e l y two d i f f e r e n t 
t h i n g s . We know by e x p e r i e n c e t h a t a bank may n o t be i n a sound f i n a n c i a l 
c o n d i t i o n and t h e r e may even be r e a s o n a b l e ground t o b e l i e v e i t i s b o r d e r -
i n g on an i n s o l v e n t c o n d i t i o n and y e t i t may be a b l e t o w e a t h e r t h e s torm 
and g e t back on a sound f i n a n c i a l b a s i s . I t a p p e a r s t o me t h a t a F e d e r a l 
Reserve Bank ought n o t t o be p l a c e d i n a p o s i t i o n where i t w i l l a t i t s 
p e r i l and b e f o r e i t h a n d l e s an i t em on a s o l v e n t bank have t o dec ide whe ther 
t h e r e i s a r e a s o n a b l e ground t o b e l i e v e t h a t t h e bank i s a p p r o a c h i n g i n -
s o l v e n c y . 

Under ou r 'Time Schedule* a day i s f i x e d on which the bank e x -
p e c t s t o r e c e i v e r e m i t t a n c e on a cash l e t t e r t h e r e t o f o r e s e n t o u t . I t h a s 
happened i n t h i s d i s t r i c t ( and I suppose i n o t h e r s ) t h a t t h e F e d e r a l Re-
s e r v e Bank may h a v e / S e 5 ^ s h l e t t e r t o a bank a f t e r t he s c h e d u l e d a t e on 
which i t shou ld have r e c e i v e d r e m i t t a n c e f o r a fo rmer cash l e t t e r , and , 
upon i n v e s t i g a t i o n , i t was found t h a t t h e r e m i t t a n c e d r a f t s had been m a i l e d 
i n due t ime , b u t , because of something t h a t happened be tween the m a i l i n g 
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d a t e and t h e r e c e i p t d a t e t h e r e m i t t a n c e had n o t been r e c e i v e d on s c h e d u l e 
t i m e . 

Or , i t m i g h t happen t h a t a r e m i t t a n c e d r a f t c o v e r i n g a p r e v i o u s 
c a s h l e t t e r had b e e n r e c e i v e d , p r e s e n t e d , and , p r o t e s t e d - f o r want of 
f u n d s - u n d e r c i r c u m s t a n c e s where the r e m i t t i n g bank had s u f f i c i e n t f u n d s 
i n i t s v a u l t s and w i t h o t h e r s o l v e n t c o r r e s p o n d e n t s ( s u b j e c t t o check) t o 
p a y a l l i t e m s p r e s e n t e d ( i n c l u d i n g t h e p r o t e s t e d r e m i t t a n c e d r a f t , ) a n d , 
upon ' N o t i c e 1 o f t h e p r o t e s t i n g of t he p r i o r d r a f t - f o r want of f u n d s -
t h e r e m i t t i n g bank would f o r t h w i t h f u r n i s h a d r a f t on a c o r r e s p o n d e n t where 
i t had s u f f i c i e n t f u n d s , and t h e l a t t e r d r a f t c o l l e c t e d , NEVERTHELESS, i f 
a l o s s o c c u r r e d by r e a s o n of t h e s e n d i n g of t h e s u b s e q u e n t c a s h l e t t e r a f t e r 
t h e d i s h o n o r of t h e f i r s t d r a f t - t h e Court might h o l d t h e fo rmer u n p a i d 
r e m i t t a n c e d r a f t was s u f f i c i e n t e v i d e n c e t o c o n s t i t u t e a r e a s o n a b l e g round 
f o r b e l i e f t h a t t h e r e m i t t i n g bank was a p p r o a c h i n g i n s o l v e n c y , though i t 
was i n f a c t s o l v e n t a t t h e t ime t h e r e m i t t a n c e d r a f t was d i s h o n o r e d . 

F e d e r a l R e s e r v e Banks , u n d e r t h e f o r e g o i n g c i r c u m s t a n c e s , would, 
i n o r d e r t o s a f e - g u a r d a n d t h o r o u g h l y p r o t e c t t h e m s e l v e s , h a v e t o h a n d l e 
t h e s u b s e q u e n t c a s h l e t t e r s e i t h e r by s e n d i n g them by a m e s s e n g e r t o make 
c o l l e c t i o n o v e r t h e c o u n t e r ; o r , by s e n d i n g t h e n t o a n o t h e r bank t o make 
c o l l e c t i o n ; o r , r e f u s e t o h a n d l e t h e i t e m s b e c a u s e of t h e u n r e m i t t e d f o r and 
o u t s t a n d i n g c a s h l e t t e r s . E i t h e r one of t h e s e t h r e e c o u r s e s m i g h t i n f a c t 
f o r c e a s o l v e n t , b u t weak bank , i n t o a n i n s o l v e n t c o n d i t i o n . T/HER3AS, i f 
t h e p r e s e n t method of h a n d l i n g c o l l e c t i o n s wore c o n t i n u e d , a n d t h e r e -
m i t t i n g bank a l l o w e d t o c o r r e c t i t s m i s t a k e and f u r n i s h a c o l l e c t a b l e r e -
m i t t a n c e d r a f t - i t would be a b l e t o w e a t h e r t h e s t o r m , and , e v e n t u a l l y 
g e t b a c k on a sound f i n a n c i a l b a s i s ; c o n s e q u e n t l y , t h e p r o v i s i o n s q u o t e d , 
I b e l i e v e , would seem t o be u n n e c e s s a r i l y h a r d b o t h on t h e r e m i t t i n g bank 
and t h e F e d e r a l R e s e r v e Banks , and s t e p s s h o u l d be t a k e n t o have t h i s 
s e c t i o n so m o d i f i e d a s t o l e s s e n t h e l i a b i l i t y of a F e d e r a l R e s e r v e Bank -
i f i t h a p p e n s t o g u e s s wrong on t h e s o l v e n c y of a c o l l e c t i n g bank - " f o r , i t 
i s p o s s i b l e t h a t i f t h e F e d e r a l R e s e r v e Bank were t o g u e s s wrong and 
a b r u p t l y a d o p t a new method of making c o l l e c t i o n s of t h e i t e m s c o n t a i n e d 
i n t h e s u b s e q u e n t c a s h l e t t e r s , t h e change might c a u s e a r u n on a n d t h e 
c l o s i n g of a r e a l l y s o l v e n t b a n k . 

SECTION IX - MEDIUM OF PAYMENT 

Under t h e f o l l o w i n g c l&use : 

" I n any c a s e , howeve r , where a bank c o l l e c t i o n a g e n t 
h a s knowledge of t h e a p p r o a c h i n g i n s o l v e n c y of t h e drawee 
o r p a y o r of a n i t e m o r r e a s o n a b l e g round t o s u s p e c t 
t h a t s u c h drawee o r p a y o r i s a b o u t t o c l o s e i t s d o o r s , 
i t s h a l l n o t be t h e e x e r c i s e of o r d i n a r y c a r e t o a c c e p t 
i n payment t h e check or d r a f t of such drawee or p a y o r 
W i t h o u t f i r s t t a k i n g any and a l l s t e p s which a p r u d e n t 
owner of t h e i t e m would t a k e t o o b t a i n payment i n money 
o r a s o l v e n t c r e d i t u n d e r l i k e c i r c u m s t a n c e s , " 
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b e f o r e the Federal . R e s e r v e Bank c o u l d t a k e the r e m i t t a n c e d r a f t of a drawee 
or p a y o r t a n k , i t would a t i t s p e r i l have t o de te rmine whe the r i n f a c t t h e 
payee hank was a p p r o a c h i n g i n s o l v e n c y o r about to c l o s e i t s doors , and , t h e 
same q u e s t i o n s c o v e r e d by t h e o b j e c t i o n s o f f e r e d t o P a r a g r a p h ( a ) S e c t i o n 
6, h e r e i n a b o v e quo ted , shou ld be c o n s i d e r e d . 

Upon my r e t u r n to S t . Louis some pend ing c a s e s and m a t t e r s a c c u -
m u l a t e d d u r i n g my absence p r e v e n t e d e a r l i e r a t t e n d a n c e t o t h i s s u b j e c t . 

Very t r u l y y o u r s , 

(S igned) J a s 0 . McCorikey. 
Counse l . 
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P h i l a d e l p h i a December 23, 1927* 

Mr. A l b e r t C. Agnew, Counse l , 
F e d e r a l R e s e r v e Bank, 
San F r a n c i s c o , C a l . 

Dear Mr. Agnew: 

I am v e r y g l a d i n d e e d t o have your l e t t e r of December 23, which 
g i v e s me t h e o p p o r t u n i t y t o see f o r t h e f i r s t t ime Judge B a t o n ' s Uniform 
Bank C o l l e c t i o n Code, and which I am r e t u r n i n g h e r e w i t h . I t a l k e d w i t h 
Mr. P a t o n on t h i s s u b j e c t j u s t a week o r so ago w h i l e I was i n New York, bu t 
we were b o t h too busy to go i n t o any d e t a i l , nor d i d he men t ion the f a c t 
t h a t h e h a d a c t u a l l y p r e p a r e d a code . 

I have r e a d the p a r a g r a p h s over , and a l s o your c r i t i c i s m s , which 
i n my judgment a r e b o t h sound and p e r t i n e n t . I t was my p l e a s u r e and good 
f o r t u n e to work w i t h Judge P a t o n i n the Hew York o f f i c e s of t he American 
Bankers A s s o c i a t i o n f o r a p e r i o d of f o u r y e a r s , f rom 1911 to 1915, d u r i n g 
which t ime we f r e q u e n t l y d i s c u s s e d t h i s s u b j e c t , a s w e l l a s o t h e r s , h e from 
the l e g a l p o i n t of view, and I f rom t h e p r a c t i c a l s t a n d p o i n t . Need le s s to 
say , we d i f f e r e d on many p o i n t s , and my g e n e r a l c r i t i c i s m of Judge P a t o n ' s 
Code i s t h a t h i s v iews , a s f o r m e r l y , r e f l e c t l e g a l e x p e r i e n c e , whereas y o u r s , 
on t h e o t h e r hand , show b o t h l e g a l and p r a c t i c a l knowledge . 

I have one or two s u g g e s t i o n s which I would l i k e t o b r i n g t o your 
a t t e n t i o n i n a d d i t i o n t o t h e c o n s t r u c t i v e c r i t i c i s m s you have made. F i r s t -
i n r e f e r e n c e to S e c t i o n 4 - "Legal E f f e c t of Endorsement s" . My o p i n i o n i s 
t h a t we s h o u l d c u t a c r o s s c o n s i d e r a b l e t e r r i t o r y h e r e , and r e c o g n i z e t h e 
bank endorsement stamp on t h e c l a s s of i t em we a r e d i s c u s s i n g a s b e i n g more 
t han s imply a n endorsement i n t h e sense t h a t i t i s cove red by t h e N e g o t i a b l e 
I n s t r u m e n t s A c t . I t i s p r i m a r i l y a r e c o r d , and the v e r y p r e s e n c e of t h e i t em 
endor sed i n t h e channe l i n which we f i n d i t i s p r ima f a c i e e v i d e n c e of i t s 
s t a t u s . I t h e r e f o r e s e e l i t t l e p o i n t i n Judge P a t O n ' s f i n e d i s t i n c t i o n b e -
tween i t ems e n d o r s e d "For D e p o s i t " , "For C o l l e c t i o n and Remi t t ance" and 
"For C o l l e c t i o n and C r e d i t " . I b e l i e v e q u e s t i o n s a r i s i n g i n c o n n e c t i o n 
w i t h i t ems a r e q u e s t i o n s of f a c t , and no t q u e s t i o n s of endorsemen t . Nor do 
I see any p u r p o s e i n drawing a d i s t i n c t i o n between such i t e m s which t h e 
bank i s c o l l e c t i n g f o r a d e p o s i t o r and s i m i l a r i t ems which t h e bank i t s e l f 
may own. Always remembering, a s I p o i n t e d out i n Houston, t h a t we a r e 
d e a l i n g w i t h i n s o l v e n t o r f a i l e d banks , I cannot see t h a t i t makes any par*-
t i c u l a r d i f f e r e n c e t o anybody, e s p e c i a l l y to the f a i l e d bank or t h e R e c e i v e r 
t h e r e o f , or banks a l o n g t h e l i n e , whe ther t h e bank of i n i t i a l d e p o s i t i s 
the agen t c o l l e c t i n g f o r a d e p o s i t o r , or whether such bank of i n i t i a l de -
p o s i t a c t u a l l y owns t h e i t ems which i t h a s a c c e p t e d i n payment of a debt 
due i t . 
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Again t a k i n g a s h o r t c u t , I would "be ve ry much i n f a v o r of l e g a l l y 
p r o v i d i n g f o r a n endorsement stamp which would do t h r e e t h i n g s : 

1 . Make i t i m p o s s i b l e f o r a check so e n d o r s e d t o he n e g o t i a t e d "be-
tween i n d i v i d u a l s o r "between an i n d i v i d u a l ( n o t a h a n k e r ) and a 
hank . I n o t h e r words , the e f f e c t would he somewhat s i m i l a r to t h e 
E n g l i s h c r o s s i n g of c h e c k s . 

2 . The hank stamp s h o u l d c a r r y t h e same w a r r a n t i e s and g u a r -
a n t e e s a s a r e now c a r r i e d "by the endorsement on a n e g o t i a b l e 
i n s t r u m e n t . 

3 . The stamp s h o u l d he ( a s i t u s u a l l y i s ) s imply a r e c o r d of 
t h e hank h a n d l i n g such i t em, t h i s f o r economy of space and c o s t 
of s t amps . 

S e c t i o n 6 . "Bules of o r d i n a r y c a r e i n f o r w a r d i n g and p r e s e n t m e n t " . 
I h e l i e v e i t shou ld be l e g a l l y p rovded t h a t i t s h a l l n o t be deemed o r d i n a r y 
ca re t o f o r w a r d an i t em f o r c o l l e c t i o n by a c i r c u i t o u s r o u t e . This would 
r e q u i r e some d e f i n i n g , b u t I t h i n k you g e t my t h o u g h t . For example, a bank 
i n San F r a n c i s c o would be deemed c a r e l e s s or n e g l i g e n t s h o u l d i t send a check 
payab l e i n Ar i zona t o Spokane, Washington, f o r c o l l e c t i o n , whether by a c c i d e n t 
o r d e s i g n . 

Tour argument a s to s o l v e n t c r e d i t s i s e n t i r e l y sound, and i s i n 
l i n e , you may r e c a l l , w i t h the p r i n c i p l e s which I t r i e d t o l a y down i n the 
p a p e r I p r e s e n t e d a t Hous ton . I n my judgment , a s o l v e n t c r e d i t s h o u l d be 
d e f i j i e d a s c r e d i t by a bank t h a t c o n t i n u e s to a c c e p t d e p o s i t s and make cash 
payments a c r o s s i t s c o u n t e r f o r a p e r i o d two days l o n g e r t h a n t h e o r d i n a r y 
mai l t ime between t h e bank of o r i g i n a l d e p o s i t and the p l a c e of payment . 
This i s r a t h e r c r u d e l y p u t , b u t I t h i n k you w i l l g e t t h e i d e a and t h e r e a -
sons t h e r e f i o r . 

I have no t t a k e n t h e t ime t o go i n t o g r e a t e r d e t a i l or e l a b o r a t i o n 
i n c o n n e c t i o n w i t h one or two o t h e r minor s u g g e s t i o n s , b u t what I have s e t 
down above c o v e r s i n a g e n e r a l way t h e p o i n t s t h a t o c c u r r e d t o me a s I r e a d 
over Judge P a t o n ' s d r a f t and your c r i t i c i s m s . 

Thanking you f o r h a v i n g g i v e n me t h e o p p o r t u n i t y t o r ev iew t h e 
co r r e spondence , I am, 

Yours v e r y t r u l y , 

0 . HOWARD WOLFE ( s g d . ) 

C a s h i e r 
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Thomas B. P a t o n , E s q . , 
General Counsel , 
American Bankers A s s o c i a t i o n , 
110 E a s t 42nd S t r e e t , 
New York C i t y , N. Y. 

Dear Judge P a t o n : 

I have c a r e f u l l y rev iewed w i t h the Deputy Governor and C a s h i e r of 
t h i s "bank t h e u n i f o r m hank c o l l e c t i o n code, a t e n t a t i v e d r a f t of which you 
r e c e n t l y s e n t me. 

Many s u g g e s t i o n s have o c c u r r e d to u s , bo th f rom an o p e r a t i n g and 
a l e g a l s t a n d p o i n t , and t h e s e s u g g e s t i o n s I t a k e t h e l i b e r t y of s e t t i n g 
f o r t h h e r e i n . I hope t h a t you w i l l not c o n s i d e r our comments e n t i r e l y l a c k -
i n g i n c o n s t r u c t i v e f o r c e . You h a v i n g s e t up a t a r g e t f o r u s t o aim a t , 
we have c o n s i d e r e d t h a t your pu rpose would be b e t t e r accompl i shed by c r i t -
i c i s m of what you have s u g g e s t e d t han by the s u g g e s t i o n of a l t e r n a t i v e s on ly . 

For the sake of convenience , our comments a r e s e g r e g a t e d t o c o r -
respond t o the s e c t i o n s of t h e p roposed code . 

S e c t i o n I . ( b ) You d e f i n e a " s o l v e n t c r e d i t " a s an u n c o n d i t i o n a l 
c r e d i t of money on t h e books of a s o l v e n t bank to the accoun t of a n o t h e r bank, 
r e q u e s t e d o r a c c e p t e d by such o t h e r bank . 

I b e l i e v e t h e r e i s g r e a t danger i n the u s e of t he word 11 s o l v e n t " . 
Solvency i s a r e l a t i v e term depending upon c i r c u m s t a n c e s and c o n d i t i o n s .'oft,fen 
no t w i t h i n t h e knowledge of t he c o l l e c t i n g bank, I f , a f t e r t he c r e d i t i s 
r e c e i v e d o r a c c e p t e d , i t l a t e r a p p e a r s t h a t t h e bank upon the books of which 
t h e c r e d i t was g i v e n was no t i n f a c t s o l v e n t a t t h e t ime of t h e p a s s i n g of 
such c r e d i t , t h e r e s p o n s i b i l i t y , unde r t h e l a t t e r s e c t i o n s of t he p r o p o s e d 
code , i s p a s s e d t o t h e c o l l e c t i n g bank . In many i n s t a n c e s banks a r e go ing 
i n s t i t u t i o n s m e e t i n g the demands made upon them i n t h e u s u a l c o u r s e of b u s i -
n e s s , bu t a r e no t s o l v e n t unde r t h e g e n e r a l l y a c c e p t e d d e f i n i t i o n of t h a t 
t e rm. 

The s i g n i f i c a n c e of t he u s e of t h i s t e rm ha# p e r h a p s been more 
f o r c i b l y i m p r e s s e d upon me by t h e r a t h e r d i s a s t r o u s outcome i n t h e c a s e of 
F e d e r a l Rese rve Bank of San F r a n c i s c o v s . Idaho Grimm Seed Growers A s s o c i a -
t i o n ( 8 Fed . (2d ) 9 2 2 ) . I n t h a t c a s e , w h i l e t h i s bank knew t h a t t h e S t and red 
Bank was i n a b a d l y e x t e n d e d c o n d i t i o n , i t d i d no t know t h a t t h e S t a n d r o d 
Bank was i n f a c t i n s o l v e n t a t t he t ime of t h e t r a n s a c t i o n s r e f e r r e d t o . You 
can s ee , however , t h e s e r i o u s consequences which r e s u l t e d f rom our d e a l i n g 
w i t h t h e bank i n good f a i t h a t a t ime when a l t h o u g h a go ing i n s t i t u t i o n , 
i t was i n f a c t i n s o l v e n t . 
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FEDERAL RESERVE BAMK 

of San F r a n c i s c o 

F e b r u a r y 2 8 t h , 
1 9 2 8 . 

Wal t e r Wyat t , E s q . , 
Genera l Counsel , 
F e d e r a l Rese rve Board, 
Washington, D. C. 

Dear Mr. Wya t t : 
a t 

I am reminded, t h a t / t h e r e c e n t c o n f e r e n c e of Counsel t o t h e F e d e r a l 
Reserve Banks, held, i n Washington, i t was p r o p o s e d t h a t Counsel f o r each 
F e d e r a l Reserve Bank should, send to you t h e i r c r i t i c i s m s and. recommendations 
i n r e l a t i o n t o t h e u n i f o r m check c o l l e c t i o n code proposed, "by Judge P a t o n , 
Genera l Counsel t o t h e American Bankers A s s o c i a t i o n . 

Having a l r e a d y gone q u i t e t h o r o u g h l y over t he Code, and h a v i n g 
w r i t t e n t o Judge P a t o n i n r e g a r d t o i t , I do no t "believe t h a t I can do 
"better t h a n send you a copy of t he l e t t e r which I w r o t e t o Judge P a t o n , and 
which I e n c l o s e h e r e w i t h . Th is e x p r e s s e s q u i t e f o l l y my c r i t i c i s m s of t he 
p roposed code . I d i d no t a t t e m p t t h e r e i n to s e t f o r t h any c o n s t r u c t i v e 
s u g g e s t i o n s of m a j o r impor t , "because I d i d no t c o n s i d e r t h a t I s h o u l d do s o . 

I a l s o hand you h e r e w i t h copy of a l e t t e r r e c e i v e d "by me f rom 
Mr. 0 . Howard Wolfe , C a s h i e r of t h e P h i l a d e l p h i a - G i r a r d N a t i o n a l Bank, i n 
r e sponse t o a l e t t e r w r i t t e n "by me t o him t r a n s m i t t i n g a copy of Judge Pa ton 1 s 
Code, and my l e t t e r of c r i t i c i s m . I "believe t h a t Mr. W o l f e ' s r e a c t i o n , "being 
t h a t of a p r a c t i c a l "banker, i s worthy of c o n s i d e r a t i o n . 

I f t h e r e i s a n y t h i n g f u r t h e r t h a t I can do t o a s s i s t you i n s i f t -
i n g down the c r i t i c i s m s i n r e g a r d to t h e Code, p l e a s e l e t me know* 

I s t i l l r e t a i n most p l e a s a n t r e c o l l e c t i o n s of my r e c e n t v i s i t to 
Washington, a t r i p a lways made so much more e n j o y a b l e by r e a s o n of t h e warm 
h o s p i t a l i t y of Mrs . Wyatt and you . I on ly hope t h a t I may some day have the 
o p p o r t u n i t y and p r i v i l e g e of e n t e r t a i n i n g you b o t h i n C a l i f o r n i a . 

, J u s t b e f o r e my d e p a r t u r e f rom Washington, I o r d e r e d a p o t t e d p l a n t 
s e n t to Mrs, W y a t t . Having o b t a i n e d your a d d r e s s f rom t h e t e l e p h o n e d i r e c t o r y 
i n g r e a t h a s t e I am c u r i o u s t o know whether the p l a n t r e a c h e d i t s d e s t i n a t i o n . 
A f t e r I boa rded t h e t r a i n , J f e l t t h a t I h a d not g i v e n t h e a d d r e s s c o r r e c t l y * 

C o r d i a l l y y o u r s , 

ACA/S 
Enc. ( 2 ) 

(S igned) A l b e r t C. Agnew, 
Counsel 
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I "believe t h a t t he word "going" shou ld be s u b s t i t u t e d f o r t h e 
word " s o l v e n t " , or e l s e t h e word shou ld he d e f i n e d "by s t a t i n g t h a t so lvency 
s h a l l be c o n c l u s i v e l y presumed i f t he i n s t i t u t i o n i n q u e s t i o n c o n t i n u e s 
open f o r b u s i n e s s f o r a s p e c i f i e d t ime f o l l o w i n g the payment of the i t e m . 

S e c t i o n 2 . I t i s our o p i n i o n t h a t the i n s t r u m e n t s i n c l u d e d w i t h i n 
the pu rv i ew of t h i s s e c t i o n shou ld no t be r e s t r i c t e d t o n e g o t i a b l e i n s t r u -
m e n t s . I t i s a f a c t which t h e t r a n s i t manager of any F e d e r a l Rese rve bank 
w i l l c o n f i r m t h a t t h e r e a r e d a i l y h a n d l e d a s t r a n s i t i t e m s hundreds of i n -
s t r u m e n t s which , w h i l e t h e y a r e no t s t r i c t l y n e g o t i a b l e , a r e i n common 
p r a c t i c e p a s s e d through, t h e t r a n s i t d e p a r t m e n t . I n c l u d e d i n such i t ems a r e 
pay checks , due b i l l s , and s i g h t d r a f t s of i n s u r a n c e , r a i l r o a d , and o t h e r 
l a r g e c o r p o r a t i o n s so drawn a s not t o be n e g o t i a b l e . I t seems t o u s t h a t 
t h e r e l a t i o n of agency s h o u l d su r round t h e c o l l e c t i o n of such i t e m s a s 
t h e s e a s w e l l a s i t ems n e g o t i a b l e i n fo rm. 

S e c t i o n 3 . I b e l i e v e t h a t you a r e e n t e r i n g dangerous t e r r i t o r y 
when you a t t e m p t , a s you have i n t h i s s e c t i o n , t o f i x t h e d e f i n i t e t ime a t 
which an i t e m r e c e i v e d on d e p o s i t f o r c r e d i t t o t he payee and drawn on the 
bank of d e p o s i t s h a l l be c o n s i d e r e d p a i d . I n t h e even t of t h e i n s o l v e n c y 
of e i t h e r t h e p a y i n g bank o r t h e d e p o s i t o r , t h e r e i s i n v o l v e d t h e q u e s t i o n 
of m a r s h a l l i n g of a s s e t s , w h i c h , i f t h e t ime f o r payment i s t o be d e f i n i t e l y 
s e t , w i l l become e x t r e m e l y d i f f i c u l t and w i l l l e a d t o l i t i g a t i o n . I t seems 
t o me t h a t t he same p u r p o s e cou ld be accompl i shed and much c o n f u s i o n a v o i d -
ed i f t h i s s e c t i o n s t a t e d m e r e l y t h a t a bank r e c e i v i n g on d e p o s i t a check 
drawn upon i t s e l f would have t h e p r i v i l e g e of r e t u r n i n g such check t o i t s 
d e p o s i t o r t h e f o l l o w i n g morning i f , a t t h e c l o s e of b u s i n e s s on t h e day of 
d e p o s i t t h e check i s found not t o be good. This same m a t t e r a r i s e s under 
S e c t i o n 6 ( c ) . 

S e c t i o n 4 . I would sugges t add ing a f t e r t h e words " t h a t t he i n -
dor see bank" i n t h e second l i n e of t h i s s e c t i o n t h e f o l l o w i n g : "and each 
subsequen t i n d o r s e r p r i o r to t h e drawee", so t h a t t he f i r s t s e n t e n c e a s 
amended would r e a d : 

"An indor semen t of an i t em by the payee o r o t h e r d e p o s i t o r 
' f o r d e p o s i t 1 s h a l l i n d i c a t e t h a t t h e i n d o r s e e bank and 
each subsequen t i n d o r s e r p r i o r to t h e drawee i s an agen t 
f o r c o l l e c t i o n and no t t h e owner of t h e i t e m . " 

I a l s o sugges t add ing a f t e r the words "an indorsement ' p a y any 
bank o r b a n k e r 1 " i n t h e l i n e f i f t h f rom t h e bot tom of t h e f i r s t page , t he 
words ' ' o r o t h e r ana logous i n d o r s e m e n t " . 
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1 R e l i e v e t h a t the words "where coup led w i t h the words ' p r i o r 
i ndo r semen t s g u a r a n t e e d " 1 on t h e l i n e s second and t h i r d f rom the bo t tom 
of tjae f i r s t page , s h o u l d he e l i m i n a t e d so t h a t t h i s s e n t e n c e a s amended 
w i l l r e a d : "and s h a l l c o n s t i t u t e a g u a r a n t y "by the i n d o r s e r t o a l l s u b -
sequen t h o l d e r s , e t c* ' ' 

This m a t t e r i n v o l v e s a c o n t r o v e r s i a l s u b j e c t upon which t h e r e . i s 
a s e r i o u s d i f f e r e n c e of Opinion* $ am> a M always have been of t h e op in ion 
t h a t a r e s t r i c t i v e indorsement does no t r e l i e v e the p a r t y so i n d o r s i n g of 
the u s u a l w a r r a n t i e s Att&Chiiig to a g e n e r a l indorse ! : unde r S e c t i o n 66 of t he 
N e g o t i a b l e I n s t r u m e n t s A c t . This s e c t i o n p r o v i d e s t h a t eve ry i n d o r s e r who 
i n d o r s e s w i t h o u t q u a l i f i c a t i o n makes c e r t a i n w a r r a n t i e s and r e a d w i t h 
S e c t i o n 65 of t h e A c t , t o my mind, must be c o n s t r u e d t o mean t h a t eve ry 
i n d o r s e r , i n c l u d i n g a q u a l i f i e d i n d o r s e r , a s d e f i n e d i n S e c t i o n 38, and 
i n c l u d i n g a r e s t r i c t i v e i n d o r s e r , w a r r a n t s t h a t t h e i n s t r u m e n t I s genuine 
i n a] . l r e s p e c t s , and t h a t / t h e t ime of h i s indorsement i t i s v a l i d 
and s u b s i s t i n g . I t would no t be a p p r o p r i a t e t o a rgue the m a t t e r f u r t h e r h e r e 
but I c a l l your a t t e n t i o n t o t h e f o l l o w i n g a u t h o r i t i e s : 

Ann. N e g o t i a b l e I n s t r u m e n t s Law, Crawford, page 130, 
Qjiatman v . S u p e r i o r Cour t , 42 C a l . App. Dec. 336, 
F i r s t H a t . Bank v . Bank of B a r n e s v i l l e (Ohio) 41' L .R.A. 

584, 586; 
D a n i e l ' s N e g o t i a b l e I n s t r u m e n t s , 6 t h Ed. p p . 744 and 746, 
9 Corp. J u r i s , 394, 
I n t e r s t a t e T r u s t Co. v . U. S . N a t . Bank ( C o l o . ) 185 P a c . 260, 
I n r e . Ziegenheim (Mo.) 187 S.W.893. 

S e c t i o n 6 ( a ) . I b e l i e v e t h a t t he l a s t t h r e e and o n e - h a l f l i n e s 
of t h i s s u b s e c t i o n , commencing w i t h the word "p rov ided" s h o u l d be e l i m i n a t e d . 
The i n c l u s i o n of t h i s p r o v i s o p l a c e s a heavy and a lmos t p r o h i b i t i v e r e s p o n -
s i b i l i t y upon t h e c o l l e c t i n g bank . I t would, i n my o p i n i o n , d e f e a t t h e v e r y 
pu rppse f o r which the d i r e c t - s e n d i n g s t a t u t e was i n t e n d e d , and would r e s u l t 
i n e n d l e s s and v e x a t i o u s l i t i g a t i o n . Under o r d i n a r y c i r c u m s t a n c e s t h e f o r -
ward ing bank i s n o t i n p o s i t i o n t o judge whe ther o r no t t h e bank t o which 
the i t e m i s s e n t i s i n s o l v e n t o r a p p r o a c h i n g i n s o l v e n c y . I f any l a r g e c o l -
l e c t i n g bank o r any number of banks shou ld come t o t h e c o n c l u s i o n t h a t a 
g iven bank was | lnot i n sound f i n a n c i a l c o n d i t i o n " , or was " a p p r o a c h i n g i n s o l -
vency" , and i n o r d e r t o a v o i d p o s s i b l e l i a b i l i t y a d o p t e d e x t r a o r d i n a r y means 
f o r c o l l e c t i n g checks , such a s p r e s e n t a t i o n over t h e c o u n t e r d i r e c t l y o r 
th rough a l o c a l a g e n t , t h e drawee bank would immedia te ly be f o r c e d t o c l o s e . 
We have h a d e x p e r i e n c e i n t h i s d i s t r i c t w i t h many banks which were i n an 
ex t ended c o n d i t i o n and which might be s a i d t o be " a p p r o a c h i n g i n so lvency" 
which, have s u r v i v e d , and a r e now f l o u r i s h i n g i n s t i t u t i o n s . The a d o p t i o n 
by t j i i s bank of u n u s u a l means f o r c o l l e c t i n g checks on such banks would 
have s p e l l e d n o t h i n g bu t r u i n f o r such i n s t i t u t i o n s . I t seems to me t h a t 
i t i p i n f i n i t e l y b e t t e r t o omit the p r o v i s i o and l e a v e t h e d e t e r m i n a t i o n 
of what s h a l l c o n s t i t u t e o r d i n a r y c a r e to t he c i r c u m s t a n c e s e x i s t i n g i n 
each p a r t i c u l a r c a s e . 
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( b ) The same o b s e r v a t i o n s a s t h o s e l a s t h e r e i n s t a t e d a p p l y t o t h e 
p r o v i s o c o n t a i n e d , i n t h i s s u b s e c t i o n . I s t r o n g l y recommend i t s e l i m i n a t i o n , 

( c ) I t seems t o me t h a t i t would "be b e t t e r t o e i t h e r e l i m i n a t e t h i s 
s u b s e c t i o n o r t o so a l t e r i t a s n o t t o c o n f i n e t h e p a y o r bank t o a n e x a c t 
method o r o r d e r f o r t h e payment of c h e c k s , As you know, checks r e c e i v e d by 
t h e p a y o r bank a n d drawn upon i t a r e r e c e i v e d f rom f o u r s o u r c e s : t h o s e 
c a s h e d o v e r t h e c o u n t e r , t h o s e d e p o s i t e d f o r c r e d i t , t h o s e r e c e i v e d t h r o u g h 
t h e c l e a r i n g h o u s e , a n d t h o s e r e c e i v e d t h r o u g h t h e m a i l s * I n l a r g e bdriks 
i t i s u t t e r l y i m p o s s i b l e a s an. o p e r a t i n g d e t a i l t o d e t e r m i n e t h e o r d e r i n 
which such checks drawn upon a g i v e n a c c o u n t Are r e c e i v e d * 1ft Aaziy of t h e 
l a r g e r banks c a s h l e t t e r s r e c e i v e d t h r o h g h t h e m a i l a f t e r two pun* a r e 
a r b i t r a r i l y h e l d ove r u n t i l t h e n e x t day and i l l many i n s t a n c e s i t migh t 
happen t h a t a f t e r t h e h o u r f i x e d beyond which c&sh l e t t e r s would n o t bo 
f u n c t i o n e d , c h e c k s would be d e c e i v e d and c a s h e d a t t h e c o u n t e r o r r e c e i v e d 
f o r d e p o s i t o v e r t h e c o u n t e r * t o p a r t i c u l a r i s e a s c l o s e l y a s t h i s s u b -
s e c t i o n does on t h e m a t t e r bf o f d a r of payment , i t seems t o me would a c -
compl i sh no good p u r p o s e a n d would be p r o d u c t i v e of c o n t r o v e r s y . . 

S e c t i o n 7* T h i s s e c t i o n m e r e l y p r o v i d e s i n s u b s t a n c e t h a t upon 
d i s h o n o r t h e drawee , o r o t h e r a g e n t , may f o l l o w t h e p r o v i s i o n s of t h e Ne-
g o t i a b l e I n s t r u m e n t s A c t , a n d i n so d o i n g s h a l l be exempt f r o m l i a b i l i t y . 
I t a p p e a l s t o me a s s t a t i n g a s e l f - e v i d e n t p r o p o s i t i o n and I b e l i e v e s h o u l d 
be e l i m i n a t e d . 

S e c t i o n 9 . I f t h i s s e c t i o n i s t o be i n c l u d e d , i t seems to me 
t h a t i t s h o u l d be p r o v i d e d t h a t t h e check or d r a f t of t h e drawee o r p a y o r 
g i v e n i n s e t t l e m e n t o r i n payment of a n i t e m o r i t ems must be f i n a l l y c o l -
l e c t e d i n s o l v e n t f u n d s . I n o t h e r words , some r e s t r i c t i o n on t h e number 
of d r a f t s which may be t a k e n i n t h e p r o c e s s of c o l l e c t i o n s h o u l d be i n c l u d -
e d . O t h e r w i s e , u n d e r t h e code a s d r a f t e d , a c o l l e c t i n g bank would be p r i -
v i l e g e d t o a c c e p t a r e m i t t a n c e d r a f t f r o m t h e p a y o r a n d a n o t h e r r e m i t t a n c e 
d r a f t f r o m t h e drawee of t h e f i r s t d r a f t , a n d so on a d l i b , t h e p a r t i e s 
i n i n t e r e s t i n t h e meant ime no t b e i n g i n r e c e i p t of f i n a l c r e d i t . The 
c o l l e c t i n g bank s h o u l d be r e q u i r e d t o o b t a i n i m m e d i a t e l y a v a i l a b l e f u n d s 
f o r t h e f i r s t r e m i t t a n c e d r a f t . 

S e c t i o n 1 1 . Change t h e words " o r d i n a r y c a r e " i n t h e f i f t h l i n e of 
t h i s s e c t i o n t o t h e words "due c a r e a s d e f i n e d h e r e i n " . 

I t seems t o me t h a t t h e l a t t e r p a r t of t h i s s e c t i o n , commencing 
w i t h t h e words "where t h e d r a f t " might w e l l be combined w i t h t h e s u b s t a n c e 
of s e c t i o n 12, a n d s u b s e c t i o n "a" of s e c t i o n 1 3 . The o b j e c t sough t t o be 
a c c o m p l i s h e d , I t a k e i t , i n t h e e v e n t of t h e d i s h o n o r of a r e m i t t a n c e d r a f t 
t h r o u g h t h e i n s o l v e n c y of t h e p a y i n g bank , i s t o p l a c e a l l of t h e p a r t i e s t o 
t h e t r a n s a c t i o n b a c k i n t h e i r o r i g i n a l p o s i t i o n . Might t h i s n o t be accom-
p l i s h e d w i t h more c l a r i t y by s t a t i n g i n one s e c t i o n i n s u b s t a n c e t h a t i n t h e 
e v e n t of t h e f a i l u r e of a p £ y » r bank b e f o r e i t s exchange d r a f t s e n t i n r e -
m i t t a n c e h a s b e e n c o l l e c t e d , such d r a f t s h a l l bo r e t u r n e d t o t h e p a y o r bank , 
which bank s h a l l i n t u r n r e - c r e d i t i t s d e p o s i t o r ' s a c c o u n t w i t h t h e amount 
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of t h e checks cove red "by t h e d r a f t i n q u e s t i o n , t h e checks to "be r e t u r n e d 
t o t h e bank f rom which r e c e i v e d and "by such t a n k to t h e o r i g i n a l d e p o s i t o r * 

I t seems t o me a l s o t h a t t he l a t t e r p a r t of s e c t i o n 11 s h o u l d no t 
"be c o n f i n e d to i t e m s which have "been exchanged 11 t h rough t h e c l e a r i n g " "but 
shou ld a p p l y t o a l l d r a f t s g i v e n i n payment of t r a n s i t i t e m s . 

S e c t i o n 13 ir I n t h e even t t h a t my s u g g e s t i o n s i n r e g a r d t o t h e 
l a t t e r p a r t of s e c t i o n 11, and s e c t i o n 12, a r e f o l l o w e d , s u b s e c t i o n ( a ) of 
s e c t i o n 13 w i l l , of c o u r s e , become u n n e c e s s a r y . The r e v e r s a l of e n t r i e s by 
t h e payor bank and t h e r e t u r n of t he o r i g i n a l checks , i f o b t a i n a b l e , t o 
t h e bank f rom whi ^ t h e y wore r e c e i v e d , w i l l e l i m i n a t e any p o s s i b l e c l a im 
of p r e f e r e n c e a g a i n s t t h e i n s o l v e n t bank . Some p r o v i s i o n shou ld be made 
f o r g i v i n g t h e o r i g i n a l d e p o s i t o r of t he checks some ev idence of h i s c la im 
a g a i n s t t h e drawer of the checks i n t h o s e c a s e s whore t h e checks have been 
r e t u r n e d to t h e drawer w i t h h i s o t h e r c a n c e l l e d v o u c h e r s . 

S e c t i o n 1 4 . I sugges t add ing a f t e r t he word " a s s e r t e d " , b e i n g 
the f i r s t word i n the l i n e second f rom t h e l a s t , t h e f o l l o w i n g : " o r any 
p r i o r i n d o r s e r " . I f t h e i n s t r u m e n t upon i t s f a c e , o r by any p r e v i o u s r e -
s t r i c t i v e i n d o r s e m e n t , i n d i c a t e s t h a t t h e bank a g a i n s t which a l i e n i s 
a s s e r t e d i s n o t t h e owner of t h e i t em b u t an agen t m e r e l y , no l i e n s h o u l d 
be a l l o w e d t o t h e bank i n p o s s e s s i o n of t h e i t e m . Th i s i d e a i s c a r r i e d 
out j,n t h e p r e v i o u s p a r t of t h e s e c t i o n a s d r a f t e d . 

I t r u s t t h a t you w i l l pa rdon the l e n g t h of t h i s communication which 
I do no t seem t o be a b l e t o a b r i d g e w i t h o u t s l i g h t i n g t h e i m p o r t a n t s u b j e c t 
a t h a n d . 

Yours v e r y t r u l y , 

(S igned) A l b e r t C. Agnew 
Counsel 

ACA:JH 

P . S . : R e f e r r i n g t o S e c t i o n 6 ( b ) , c o n s i d e r a b l e h a r d s h i p would r e s u l t i n 
many c a s e s i f the c o l l e c t i n g bank i s r e s t r i c t e d , i n c o l l e c t i n g a check 
drawn on a n o t h e r bank i n the same c i t y , to p r e s e n t i n g such check a t t h e 
coun te r of t h e drawee o r th rough the l o c a l c l e a r i n g h o u s e . In b o t h 
S e a t t l e and Los Angeles^ f o r i n s t a n c e , t h e r e a r e a number of sma l l o u t -
l y i n g banks w i t h i n t h e c o r p o r a t e l i m i t s of the c i t i e s ment ioned which a r e 
no t members of t he c l e a r i n g house and i n r e l a t i o n t o which p r e s e n t a t i o n 
by messenger would consume t h e major p o r t i o n of t h e b u s i n e s s day i n 
making the round t r i p . I have no doubt t h a t t h i s s i t u a t i o n e x i s t s i n 
many o t h e r l a r g e c i t i e s . 

I n t h e s e c a s e s we have f o l l o w e d the p r a c t i c e of send ing t h e 
i tems d i r e c t to t h e drawee by mai l and a c c e p t i n g t h e d r awee ' s d r a f t 
i n s e t t l e m e n t t h rough t h e m a i l . I f t h e code a s d r a f t e d shou ld become 
law, such method of p r e s e n t a t i o n would, o:f c o u r s e , n o t c o n s t i t u t e t h e 
e x e r c i s e of o r d i n a r y c a r e ; t h i s , a l t h o u g h t h e r e i s no p r a c t i c a l method 
of c o l l e c t i n g such i t ems o t h e r t han t h e one f o l l o w e d . I mere ly submit 
t h i s f o r your c o n s i d e r a t i o n . 

A. C.A• 
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. February 17, 1926. 

F e d e r a l Rese rve Board , 
Washington , D. C.* 

A t t e n t i o n : Mr. Wal te r W.vatt. Genera l Counsel . 

My dea r Mr. Wyat t : 

On my r e t u r n f rom the Conference of Counsel of F e d e r a l 
Rese rve Banks I found i t was n e c e s s a r y f o r me to go to South C a r o l i n a 
on a "business t r i p , and , c o n s e q u e n t l y , I have had no p r e v i o u s o p p o r t u n i t y 
to w r i t e you upon the s u b j e c t of t o p i c No. 11 . 

I r e c e i v e d a copy of t he Uniform Bank C o l l e c t i o n Code from 
Mr. Thomas B. P a t o n and i n go ing over i t one or two p o i n t s ocpu r r ed 
to me which I ment ion below; 

S e c t i o n 3 - This s e c t i o n p r o v i d e s i n s u b s t a n c e t h a t a check 
which i s d e p o s i t e d i n the bank upon which i t i s drawn may be charged 
back to the d e p o s i t o r i f t h e r e a r e no funds t o t h e c r e d i t of the d e p o s i t o r 
when t h e check i s d e p o s i t e d and i f the chock i s n o t made good d u r i n g the 
b u s i n e s s day . The j u s t i c e of t h i s p r o v i s i o n i s s c a r c e l y open to q u e s t i o n , 
b u t I am a f r a i d t h a t i n o p e r a t i o n much u n c e r t a i n t y w i l l a r i s e f rom the 
d i f f i c u l t y of d e t e r m i n i n g the o r d e r i n vfliich one o r more checks a r e 
d e p o s i t e d . Most b rnks i n l a r g e c i t i e s have two or more t e l l e r s ' windows 
a t which checks are- r e c e i v e d on d e p o s i t and the bank has no wajr of 
d e t e r m i n i n g w i t h e x a c t n e s s the hour a t which a p a r t i c u l a r d e p o s i t was 
r e c e i v e d . Assume f o r the sake of argument t h a t John Doe has upon d e p o s i t 
t h e sum of $100 .00 and abou t midday two checks drawn by John Doe to t h e 
o r d e r of R i c h a r d Hop and Char les Coo are, d e p o s i t e d and t h a t each of 
t h e s e checks i s f o r $100 .00 . I assume t h a t t h e f i r s t i n t ime would be 
r eckoned t h e f i r s t i n r i g h t and t h a t t h e fcank would be o b l i g e d to devote 
t h e d e p o s i t t o t h e payment of t h e check d e p o s i t e d by Char les Coe i f t h a t 
was f i r s t d e p o s i t e d and v i c e v e r s a , b u t t h e bank would be w i t h o u t mean% 
of d e t e r m i n i n g wbiqja of t h e s e two checks had been f i r s t r e c e i v e d . Indeed , 
i t i s t h e o r e t i c a l l y p o s s i b l e t h a t t h e d e p o s i t of t h e two checks might 
h a v e . b e e n s i m u l t a f t e o u s l y made a t d i f f e r e n t windows, and i f t he two checks 
had -been d e p o s i t e d a t abou t t he same time i t would n e a r l y a lways be 
i m p r a c t i c a l t o d e t e r m i n e which had been d e p o s i t e d f i r s t . 

S e c t i o n 4 - 1 b e l i e v e t h a t t h i s s e c t i o n c l a r i f i e s t h e law and 
e s t a b l i s h e s a j u s t r u l e , b u t i t may be t h e o c c a s i o n of some l o s s to 
some b a n k s . I have found t h a t banks a r e v e r y anx ious t o be cons ide r ed as 
mere c o l l e c t i n g a g e n t s when they f a i l t o make a c o l l e c t i o n b u t they a r e 
e q u a l l y anx ious to be a b l e to u s e i t ems e n t r u s t e d to them f o r c o l l e c t i o n 
as a b a s i s f o r c r e d i t . Nea r ly a l l banks i n s end ing checks to a n o t h e r bank 
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u s e t h e endorsement : 11 Pay any "bank or banker»11 "bat the r e c e i v i n g "bank 
f r e q u e n t l y g i v e s immediate c r e d i t t o the" send ing bank f o r checks b e a r i n g 
t h i s , o r , i n d e e d , any o t h e r form of endorsement . I f bank "A" has 
r e c e i v e d a check endorsed i n b l a n k and e n d o r s e s i t "Pay any bank o r 
b a n k e r , " and. sends i t t o bank "B" ,and bank "B" sends i t t o bank "C" wi th 
a s i m i l a r endorsement , bank f,C" would f r e q u e n t l y g i v e immediate c r e d i t 
to baijk "B"# T h e r e f o r e , i f bank,"B" shou ld f a i l , bank "A" or t he h o l d e r 
o f thd check could rec la im* i t s p roceeds i n the hands of bank "C" and 
a p p a r e n t l y d e f e a t bank "C ! s " c l a im to a p p l y the a p p a r e n t b a l a n c e of bank 
"B" to an i n d e b t e d n e s s due b y % a n k "B". 

. * I t h i n k t h a t the p r a c t i c e t h a t banks have of g i v i n g c r e d i t 
upon u n c o l l e c t e d checks i s a p e r n i c i o u s p r a c t i c e and a law which d i s -
couraged i t would be a good 'law b u t i t might g i v e r i s e to some d i s s a t i s -
f a c t i o n b e f o r e i t s e f f e c t was g e n e r a l l y unde r s tood* 

S e c t i o n 6 (c ) - The o b j e c t i o n which I ment ioned as a p p l i c a b l e 
to S e c t i o n 3 i s e q u a l l y a p p l i c a b l e to S e c t i o n 6 ( c ) • * Indeed , i t i s more 
d i f f i c u l t to de t e rmine whether or not a check r e c e i v e d th rough t h e mai l s 
was r e c e i v e d b e f o r e or a f t e r a n o t h e r check r e c e i v e d th rough t h e m a i l s , 
or b e f o r e or a f t e r a n o t h e r check d e p o s i t e d a t t h e coun te r • Any number of 
checks drawn by the sarin d e p o s i t o r may be s i m u l t a n e o u s l y r e c e i v e d i n a 
s i n g l e d e l i v e r y of m a i l , 

S e c t i o n 8 ~ This s e c t i o n e x p r e s s e s what i s p r a c t i c a l l y admi t t ed 
to be t h e d u t y of a f o r w a r d i n g bank , bu t i t seems to me t h a t some d i f f i c u l t ' 
t y may a r i s e f rom t h e u i e of t he words " i n due course of mai l .V I t i s 
d i f f i c u l t to de t e rmine *.vith e x a c t n e s s the t ime which fehould e l a p s e between 
t he d i s p a t c h of a l e t t e r and. t h e r e c e i p t of a r e p l y as t h i s t ime f r e q u e n t l y 
depends upon whe the r or r o t r a i l r o a d c o n n e c t i o n s a r e made a t remote j u n c t i o n 
p o i n t s . I b e l i e v e t h a t v e r y few banks a t t e m p t to t r a c e i t ems upon the 
e x a c t day upon which a d v i c e of payment or non-payment should have been r e -
c e i v e d , u s u a l l y a l l o w i n g some margin of t ime on accoun t of p o s s i b l e d e l a y s 
i n the m a i l s • I t seems to me t h a t i t would be b e t t e r t o u s e the words 
" w i t h i n a r e a s o n a b l e t ime" r a t h e r t han the words " i n due cou r se of mai l#" 

I t seems to me t h a t S e c t i o n s 11 and 13 (a) a r e i n c o n s i s t e n t * 
S e c t i o n 11 a b r o g a t e s the r u l e under which the drawer of a check i s r e l e a s e d 
by t h e s u r r e n d e r and c a n c e l l a t i o n of t h a t check by the drawee bank i f the 
drawee bank f a i l s to make payment t o the c o l l e c t i n g bank# Under the r u l e 
e s t a b l i s h e d by the p roposed code i t would seem t h a t the h o l d e r has no 
c l a i m a g a i n s t t h e drawee bank , f o r t he h o l d e r would be e n t i t l e d to the 
r e t u r n of h i s 6heck as i f i t had been d i s h o n o r e d upon p r e s e n t a t i o n . I t 
seems t o me,* t h e r e f o r e , t h a t S e c t i o n 13 ( a ) i s s u p e r f l u o u s # \ 

\ S e c t i o n 11 changes a long e s t a b l i s h e d r u l e of law and the change 
w i l l c r e a t e g r e a t u n c e r t a i n t y as to t he t ime which such checks a s a r e 
d e c l a r e d by S e c t i o n 11 to be u n p a i d were d i s h o n o r e d . In o t h e r words , i t 
seems to me, t h e r e f o r e , t h a t S e c t i o n 11 shou ld be e l a b o r a t e d by t h e i n -
s e r t i o n of a p r o v i s i o n t o the e f f e c t t h a t i t ems which a r e c a n c e l l e d bu t 
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upon which the drawers a r e n o t d i s c h a r g e d shou ld be deemed d i s h o n o r e d 
when the h o l d e r o r c o l l e c t i n g a g e n t d i s c o v e r e d t h a t payment i n money 
or a s o l v e n t c r e d i t could n o t be ob ta ined . Tn o t h e r words , t h e t ime 
f o r g i v i n g n o t i c e of d i shonor shou ld begin t c vun when the r e m i t t a n c e 
d r a f t was d i s h o n o r e d or when the c o l l e c t i n g bank found t h a t t h e check 
had been c a n c e l l e d and no r e m i t t a n c e d r a f t " e n t . 

1 remain , 

Vary t r u l y y o u r s , 

M, ' t . Wa l l ace , 
vovnbel . 

MGW L 
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