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September 13, 1928. 

Mr. Thomas B. P a t o n , J r . , 
A s s i s t a n t Genera l Counse l , 
American B a n k e r s ' A s s o c i a t i o n , 
110 E . 42nd. S t r e e t , 
New York C i t y . 

Dear Mr. P a t o n : 

Some t ime ago Mr. H. F . S t r a t e r , C a s h i e r of t h e F e d e r a l 
Rese rve Bank of C l e v e l a n d and Chairman of t h e S t a n d i n g Committee 
on C o l l e c t i o n s of t h e Conference of Governors of F e d e r a l Reserve 
Banks, f o r w a r d e d t o me a copy of a l e t t e r which you h a d a d d r e s s e d 
t o him unde r d a t e of May 1 8 t h , r e q u e s t i n g t h e views of h i s commit tee 
on t h e p r o p o s e d Uniform Bank C o l l e c t i o n Code which your o f f i c e i s 
p r e p a r i n g f o r t h e American Banke r s ' A s s o c i a t i o n . Mr. S t r a t e r c a l l e d 
my a t t e n t i o n to your s t a t e m e n t t h a t i t h a s "been the p o l i c y to e n -
courage a s much c o n s t r u c t i v e c r i t i c i s m a s p o s s i b l e and s u g g e s t e d t h a t 
I might t r a n s m i t c o p i e s of t h e r e v i s e d d r a f t of t he Code to Counsel 
f o r t h e v a r i o u s F e d e r a l r e s e r v e "banks and o b t a i n t h e i r comments on 
t h e same. I have done so and am t a k i n g t h e l i b e r t y of e n c l o s i n g 
f o r you r i n f o r m a t i o n such comments a s r have r e c e i v e d . 

Mr. P a r k e r , Counsel to the F e d e r a l Reserve Bank of A t l a n t a , 
a s k e d me t o a d v i s e you t h a t s i n c e w r i t i n g t h e e n c l o s e d l e t t e r he 
h a s r e a c h e d t h e c o n c l u s i o n t h a t the c o n s t i t u t i o n a l q u e s t i o n r a i s e d i n 
d i s c u s s i n g S e c t i o n 11 i s p r o b a b l y no t w e l l f o u n d e d . 

Due t o the f a c t t h a t you h a d i n v i t e d Counsel of some of t h e 
F e d e r a l r e s e r v e banks to submit t h e i r v iews w i t h r e f e r e n c e to the 
f i r s t t e n t a t i v e d r a f t of your Code, t h i s m a t t e r was b r o u g h t up f o r 
d i s c u s s i o n a t a c o n f e r e n c e of Counsel f o r a l l F e d e r a l r e s e r v e banks 
which was h e l d i n Washington l a s t w i n t e r to c o n s i d e r o t h e r l e g a l q u e s -
t i o n s of i n t e r e s t t o the e n t i r e F e d e r a l r e s e r v e system, and a t t h a t 
t ime i t was a g r e e d t h a t Counsel f o r a l l F e d e r a l r e s e r v e banks s h o u l d 
f u r n i s h t h i s o f f i c e w i t h c o p i e s of t h e i r comments r e s p e c t i n g t h i s 
Code i n o r d e r t h a t I might t r a n s m i t them t o you i n a body. B e f o r e I 
r e c e i v e d a l l of t h e i r comments I l e a r n e d t h a t you h a d a l r e a d y p r e p a r e d 
a r e v i s e d d r a f t of t h e Code f o r submis s ion to the E x e c u t i v e Counc i l of 
t he American B a n k e r s ' A s s o c i a t i o n a t a mee t i ng h e l d i n Augus ta , Georg ia , 
sometime i n A p r i l , and hence I d i d no t t r a n s m i t t hose comments t o you . 
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I n o r d e r t h a t you may have a complete s t a t e m e n t of t h e views of 
Counsel f o r t h e v a r i o u s F e d e r a l r e s e r v e "banks I am now e n c l o s i n g 
c o p i e s of t h e i r comments on t h e f i r s t t e n t a t i v e d r a f t . You u n -
d o u b t e d l y a l r e a d y have some of t h e s e , h u t I do no t t h i n k you have 
a l l of them. 

I n a u t h o r i z i n g me to f u r n i s h you w i t h c o p i e s of t h e i r 
l e t t e r s , Counsel f o r t h e F e d e r a l r e s e r v e "banks have a s k e d me to 
make i t c l e a r t h a t t h e s t a t e m e n t s c o n t a i n e d t h e r e i n a r e m e r e l y 
e x p r e s s i o n s of t h e i r own p e r s o n a l o p i n i o n s and do n o t r e p r e s e n t t h e 
v iews of t he F e d e r a l r e s e r v e "banks or t h e F e d e r a l r e s e r v e sys tem, 
Moreover , t h e y do no t d e s i r e t o have t h e i r v iews quo ted i n t h i s con-
n e c t i o n "but would p r e f e r t o have you t r e a t t h e i r l e t t e r s a s "being 
i n t e n d e d on ly f o r your c o n f i d e n t i a l i n f o r m a t i o n . 

I t r u s t t h a t you w i l l r e c e i v e t h i s i n f o r m a t i o n i n t h e 
s p i r i t i n which i t i s o f f e r e d - t h a t of h e l p f u l and c o n s t r u c t i v e 
c r i t i c i s m and t h a t i f t h e r e i s a n y t h i n g e l s e t h a t I can do t o be 
of a s s i s t a n c e to you, you w i l l no t h e s i t a t e to c a l l upon me. 

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

Wal t e r Wyat t , 
Genera l C o u n s e l . 

E n c l o s u r e s . 

W:vdb 
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H. C-. LEEDY, Counsel 
1503 F e d e r a l Rese rve Bank B l d g . , X-6137-a, 

Kansas C i t y , M i s s o u r i . 
September 11, 1928. 

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

My dea r Mr. Wyat t : 

Upon my r e t u r n t o the o f f i c e a f t e r an absence of 
two weeks I f i n d your t e l e g r a m i n which you r e q u e s t my comments 
on 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 p r e p a r e d by Judge 
P a t on of t h e American Banke r s ' A s s o c i a t i o n . 

A f t e r r e a d i n g t h e comments of t h e counse l to t h e 
s e v e r a l F e d e r a l Rese rve Banks on the f i r s t d r a f t of t he p r o p o s e d 
code, I f e e l t h a t a l l q u e s t i o n s have been r a i s e d which might be 
r a i s e d c o n c e r n i n g the new d r a f t . Accord ing ly , I have n o t h i n g 
new t o a d d . 

I n my l e t t e r c o n c e r n i n g the f i r s t d r a f t of the code 
I q u e s t i o n e d t h e p r o v i s i o n s i n t h e l a t t e r p a r t of t h e s e c t i o n which 
a p p e a r s i n t h e r e v i s e d d r a f t a s S e c t i o n 10 . Th i s s e c t i o n r e l a t e s 
t o t he c o n t i n u e d l i a b i l i t y of t h e p a r t i e s to an i n s t r u m e n t f o r 
which payment h a s no t been made i n f i n a l l y c o l l e c t e d p a p e r . I am 
s t i l l u n a b l e t o see t h a t t h i s s e c t i o n a s d r a f t e d would be workable 
i n a l l c a s e s . 

The te rms t o which I have r e f e r e n c e a r e t h o s e which 
p r o v i d e t h a t when i t e m s a r e exchanged th rough t h e c l e a r i n g s and 
a d r a f t i s g i v e n f o r t h e d i f f e r e n c e between the i t ems exchanged, 
which d r a f t i s no t p a i d on accoun t of t h e i s s u i n g bank f a i l i n g , 
the makers , d rawers and e n d o r s e r s of the i t ems drawn on o r p a y a b l e 
a t the f a i l e d bank, s h a l l r emain l i a b l e on t h e i t ems f o r t h e 
p r o p o r t i o n a t e p a r t t h e r e o f which t h e t o t a l amount of t h e d r a f t 
so i s s u e d b e a r s t o t h e t o t a l amount of such i t e m s . I s ee no 
o b j e c t i o n to t h i s where an exchange of i t ems i s made between o n l y 
two banks , o r where each bank c l e a r i n g i t ems makes an exchange 
w i t h each o t h e r bank , and a s e t t l e m e n t i s made between each , which 
i s the same, of c o u r s e , a s i f on ly two banks were i n v o l v e d . I am 
unab l e t o see how i t would work, however, where t h e r e a r e a number 
of banks i n v o l v e d which make t h e i r c l e a r i n g s th rough t h e o r d i n a r y 
c l e a r i n g house a r r angemen t , where a n e t d e b i t or c r e d i t i s c a s t 
up a g a i n s t each c l e a r i n g bank, and t h e d e b t o r banks s e t t l e w i t h 
t h e c r e d i t o r banks w i t h o u t r e g a r d to whether t he p a y i n g banks , Digitized for FRASER 
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o r arty of them,, owe b a l a n c e s to the banks to which payments a r e 
made, on accoun t of i t ems which those "banks, a s "between t hemse lves , 
h e l d a g a i n s t each o t h e r . To i l l u s t r a t e : Assume t h a t t h e r e a r e 
e i g h t "banks which c l e a r t h e i r i tems th rough the c l e a r i n g house# 
The e i g h t h "bank i s i n s o l v e n t . ' The amount of i t ems which each of 
t he "banks h o l d s a g a i n s t t h e i n s o l v e n t bank v a r i e s g r e a t l y , a s do 
t he i t ems which t h e i n s o l v e n t "bank h o l d s a g a i n s t t h e o t h e r seveft 
banks + As t o some of the seven "banks, the i t ems which t h e i n -
s o l v e n t "bank h o l d s a g a i n s t them, exceeds t he amount of t h e i t ems 
which t h e y h o l d a g a i n s t the i n s o l v e n t bank . No b a l a n c e i s s t r u c k 
a s be tween the i n s o l v e n t bank and the o t h e r banks , b u t t he t o t a l 
of a l l of t h e i t ems h e l d a g a i n s t the i n s o l v e n t bank i s t aken , 
which , of c o u r s e , r e p r e s e n t s t he g r o s s debt of t h a t bank on 
accoun t of t h e c l e a r i n g s . There i s t h e n t o t a l l e d t h e amount o f 
a l l i t e m s which t he i n s o l v e n t bank: h o l d s a g a i n s t a l l of t he o t h e r 
banks , which i s i t s g r o s s c r e d i t i n the c l e a r i n g s * The same t h i n g 
i s done a s to each of the o t h e r banks , and i n each i n s t a n c e t h e 
d i f f e r e n c e be tween t h e g r o s s i n d e b t e d n e s s of t h e bank and i t s 
g r o s s c r e d i t i s t h e amount which i t i s r e q u i r e d t o pay , or i s 
e n t i t l e d to r e c e i v e , a c c o r d i n g t o whe ther i t s d e b i t s or i t s c r e d i t s 
a r e the l a r g e r . The amount a d e b t o r bank i s r e q u i r e d t o pay , ( and 
a bank about to suspend i s a lmos t i n v a r i a b l y a d e b t o r b a n k , ) b e a r s 
no r e l a t i o n wha tever to any i n d e b t e d n e s s owing to the bank o r banks 
t o which payment i s made on account of exchange of i t ems be tween 
them, bu t on the c o n t r a r y , the c r e d i t o r bank or banks so p a i d , may 
have a c t u a l l y been i n d e b t e d t o the deb to r bank, a s be tween them-
s e l v e s , on accoun t of t h e i r exchange of i t e m s . 

I r e a l i z e , of cou r se , t h a t f o r the p u r p o s e of d e t e r m i n i n g 
t h e e x t e n t of t h e r e l e a s e of each maker, drawer or e n d o r s e r of an 
i t em so h a n d l e d , i t would be p o s s i b l e f o r t he p r o p o r t i o n t h a t such 
p a r t i e s s h o u l d be h e l d l i a b l e f o r c o u l d be a r r i v e d a t by r e f e r e n c e 
t o the t o t a l amount of the n e t d e b i t b a l a n c e owing by t he i n s o l v e n t 
bank, a f t e r t h e exchange of a l l i t ems , and the a g g r e g a t e amount of 
a l l i t e m s c l e a r e d a g a i n s t i t , b u t the dilemma i s i n a d j u s t i n g t h e 
r i g h t s a s be tween t h e c l e a r i n g banks , and a s between t h e i r cus tomers , 
so a s t o p a s s back to t h e u l t i m a t e owners of t h e i t ems the r i g h t 
to e n f o r c e t he i t ems f o r t h e p r o p o r t i o n a t e amounts the p a r t i e s 
r emain l i a b l e f o r t h e r e o n , and so t h a t no c l e a r i n g bank may r e t a i n 
a g r e a t e r p r o p o r t i o n of any s e t t l e m e n t h a d f rom the c l e a r i n g s t h a n 
i t i s e n t i t l e d t o , a f t e r t he p r o p o r t i o n a t e l i a b i l i t y of d rawers , 
makers and e n d o r s e r s h a s been de te rmined , and p a s s e d on to t h e 
p a r t i e s e n t i t l e d t o e n f o r c e the same* For i n s t a n c e , assume t h a t 
f o u r o f t he banks i& the above t h e o r e t i c a l c a se a r e c r e d i t o r banks 
i n t h e c l e a r i n g s , and t h a t t he r ema in ing f o u r , i n c l u d i n g t h e 
i n s o l v e n t bank, a r e debtor©*, Three of t he c r e d i t o r b a n k s r e c e i v e 
s e t t l e m e n t f rom the d e b t o r banks o t h e r t h a n t he i n s o l v e n t bank* 
The f o u r t h c r e d i t o r bank r e c e i v e s s e t t l e m e n t f rom the i n s o l v e n t bank 
i n the form of i t s d r a f t * On t h e s u s p e n s i o n of t he i n s o l v e n t bariks 
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b e f o r e payment of t h e d r a f t , on ly the "bank w i t h which i t made 
s e t t l e m e n t h a s any "balance owing on accoun t of t h e i t ems h e l d a g a i n s t 
t h e i n s o l v e n t bank, and a l l of t h e o t h e r "banks, each of which may 
have h e l d a l a r g e r number of such i t e m s , have been p a i d i n f u l l . 
I f t h e i r i t e m s a r e t o be t r e a t e d a s on ly p a r t i a l l y p a i d , n o t w i t h -
s t a n d i n g t h e s e t t l e m e n t , t h e r e o b v i o u s l y mast be some a d j u s t m e n t 
be tween them and the bank h o l d i n g t h e u n p a i d d r a f t , a n d a s a l r e a d y 
i n d i c a t e d , t h e r e a p p e a r s to be no p r o v i s i o n i n t h e p r o p o s e d code 
by which t h i s may be accompl i shed . 

What I have s a i d I assume may a l r e a d y have r e c e i v e d t h e 
c o n s i d e r a t i o n of Judge Pa ton , b u t I a g a i n r e f e r to i t f o r wha teve r 
a d d i t i o n a l c o n s i d e r a t i o n he may t h i n k i t w a r r a n t s . 

With b e s t p e r s o n a l r e g a r d s , I am 

Yours v e r y t r u l y , 

(S) H. G. Leedy. 

HGL:CR 
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601 Commercial T r u s t B u i l d i n g 
PHILADELPHIA 

X-6137-b 

September 10, 1928 

W a l t e r l y a t t , E s q . , Genera l Counsel , 

F e d e r a l Heserve Board, 

Washington, B. C. 

Dear Mr. Wya t t : 

The m a t t e r of t h e p r o p o s e d Uniform Check C o l l e c t i o n Code 

i s on ly a n o t h e r i n s t a n c e i n which I have not "been a b l e t o a f f o r d 

any p r a c t i c a l a s s i s t a n c e . 

When I h a d an o p p o r t u n i t y to c o n s i d e r the d r a f t s u b m i t t e d 

I f o u n d t h a t o t h e r counse l of F e d e r a l Reserve banks h a d be tween 

them a p p a r e n t l y made eve ry comment and s u g g e s t i o n t h a t seemed to 

me to be p e r t i n e n t # I s h o u l d a l s o say t h a t the m a t t e r b e i n g i n 

t h e hands of Judge P a t on i n t h e f i r s t i n s t a n c e a s counse l f o r t h e 

American B a n k e r s ' A s s o c i a t i o n , and h a v i n g v e r y p rompt ly r e c e i v e d 

the c o n s i d e r a t i o n and s t u d y which Mr. Agnew was a b l e t o g ive i t , I 

shou ld no t have been i n c l i n e d t o expec t t h a t f u r t h e r s u g g e s t i o n s 

of " a l t e r a t i o n s or r e p a i r s " would be c a p a b l e of s t r e n g t h e n i n g 

or improving i t . I have t a k e n o c c a s i o n t o make s u r e t h a t the 

o f f i c e r s of t h e F e d e r a l Reserve Bank of P h i l a d e l p h i a h a d c o n s i d e r e d 

the p r o p o s e d Code a n d have h a d an o p p o r t u n i t y t o comment on i t 

f rom a p r a c t i c a l s t a n d p o i n t . They have been i n communication 

w i t h c e r t a i n of our member, banks, b u t have a d v i s e d me t h a t t hey 

have no comments to make a t t h i p t i m e , 

My own e x p e r i e n c e w i t h r e s p e c t t o t h e enactment of Digitized for FRASER 
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Wa l t e r Wyatt* Esq . 
September 10, 1928 

l e g i s l a t i o n i n P e n n s y l v a n i a d u r i n g the p a s t f i f t e e n or twenty 

y e a r s h a s made me r a t h e r s k e p t i c a l a s to t h e chances of enac tment 

f o r any such comprehensive code a s compared w i t h the chance of 

g e t t i n g th rough one o r more s t a t u t e s to e f f e c t those s p e c i f i c 

changes which "bankers would r e c o g n i z e a s conforming t o good 

"banking custom and which unde r t h e d e c i s i o n s have no t "been 

d e f i n i t e l y e s t a b l i s h e d , a s , e . g . , t he d i r e c t t r a n s m i t t a l of checks 

t o "banks on which they a r e drawn, t he r i g h t t o a c c e p t "bank d r a f t s 

i n l i e u of c a s h , t he l i m i t a t i o n of t h e r e s p o n s i b i l i t y of the bank 

of d e p o s i t t o due c a r e i n t h e s e l e c t i o n of s u b - a g e n t s , and t h e 

c l a r i f i c a t i o n of t h e law a s to p r e f e r e n c e s i n the l i q u i d a t i o n of 

i n s o l v e n t b a n k s . Th is I n o t e i s a l s o the view of o t h e r c o u n s e l . 

The whole m a t t e r , however , i s p r i m a r i l y f o r t he American Banke r s ' 

A s s o c i a t i o n to c o n s i d e r and to p r e s s . C e r t a i n l y i n t h i s d i s t r i c t 

w h i l e the members of t h a t A s s o c i a t i o n know of our r e a d i n e s s t o c o -

o p e r a t e , the b e s t r e s u l t s c o u l d no t i n my judgment be e x p e c t e d f rom 

any a c t i o n on t h e p a r t of r e p r e s e n t a t i v e s of the F e d e r a l Rese rve 

Bank i n a p p e a r i n g t o t a k e t h e i n i t i a t i v e i n an e f f o r t t o s ecu re t h e 

enactment of such l e g i s l a t i o n . 

I s h a l l , of c o u r s e , wish t o keep i n touch w i t h the m a t t e r 

and hope i t may be p o s s i b l e a t some s t a g e t o r e n d e r some a i d . Th i s 

would be p r e f e r a b l e f rom my s t a n d p o i n t t o w r i t i n g i n t h e way of 

apo logy f o r no t h a v i n g any p r a c t i c a l a s s i s t a n c e to o f f e r , a s up 

t o t h i s d a t e . Very trialy. yours", 
E MS. iS)" P a r k e r S . W i l l i a m s . Digitized for FRASER 
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COPY 
HERRICK, SMITH, DONALD & FAB.L3Y 

F i r s t Nationti.1 B u i l d i n g 
1 Fede ra l S t r e e t 

BOSTCH 
X-6137-c 

September 6, 1928. 

Mr. Wal 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 : 

You have s u b m i t t e d to me t h e second t e n t a t i v e d r a f t 

of a Uni form Bank C o l l e c t i o n Code p r e p a r e d "by Mr. Thomas B. 

P a t o n and have a s k e d f o r my comments. 

S e v e r a l months ago you s u b m i t t e d a copy of Mr. P a t o n ' s 

f i r s t d r a f t of t h e code w i t h a s i m i l a r r e q u e s t . Under d a t e o f . 

March 22 I wro te you a l e t t e r g i v i n g c e r t a i n l i m i t e d comments 

r e l a t i v e t o Mr. P a t o n ' s f i r s t d r a f t . I have rev iewed my own 

comments made a t t h a t t ime and I have a l s o r e a d over t h e v a r i o u s 

l e t t e r s w r i t t e n by counse l of o t h e r F e d e r a l Reserve Banks r e l a -

t i v e t o t h a t f i r s t d r a f t . 

Here a r e my comments c o n c e r n i n g t h e second d r a f t : 

I s h o u l d l i k e t o make r e f e r e n c e t o my l e t t e r of March 

22 i n which I made t h e . fo l lowing s t a t e m e n t } 

"We have neve r h a d a s i n g l e case i n c o u r t growing 
out of t h e c o l l e c t i o n of checks o r 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 c a s e i n v o l v i n g any l o s s to t h e Reserve Bank 
of Bos ton e x c e p 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 . 

"Thus, a t l e a s t so f a r a s 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 to 
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KEKRICK, SMIHE, DOHALD & FARLEY X-6137 

To W.W. 

F o l i o 3 September 6, 1928 

i n d i c a t e the n e c e s s i t y of f o r m u l a t i n g any c o d e . P e r h a p s 
your committee w i l l t a k e under advisement a s t o whe ther 
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 "be d e f e c t i v e o r ambiguous 
i n some r e s p e c t . " 

When I made the above s t a t e m e n t I f e l t more s t r o n g l y 

t h a n I e x p r e s s e d a g rave doubt a s t o t h e wisdom of f o r m u l a t i n g 

any comprehensive code r e l a t i v e t o c o l l e c t i o n s . 

I n o t e w i t h i n t e r e s t t he l e t t e r of Mr. P a r k e r , counse l 

f o r t h e Rese rve Bank of A t l a n t a , i n which he makes t h e f o l l o w i n g 

s t a t e m e n t : 

"We migh t remark a t the o u t s e t t h a t we r a t h e r doubt 
b o t h t h e 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 t h e 
enac tment of a n y t h i n g which might p r o p e r l y "be termed 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 he vegy 
h e l p f u l were t h e 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 de-
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 he r i g h t to send checks d i r e c t to drawee or p a y o r 
"banks; (b ) t h e r i g h t to a c c e p t / S ^ S r t s i n l i e u of 
cash ; ( c ) exempt ion f rom l i a b i l i t y on accoun t of t he de-
f a u l t or omis s ions 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 t h e 
accompl ishment 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 to 
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 
r u n s 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 might demons t ra te to be d e f e c t i v e if 
not d a n g e r o u s . " 

I t seems to me t h a t Mr. P a r k e r 1 s p o i n t s a r e w e l l t a k e n . 

I am not p r e p a r e d to s t a t e whe the r I s h o u l d recommend l e g i s l a t i o n 

c o v e r i n g t h e same s p e c i f i c t h i n g s a s he does , bu t I do t h i n k t h e 

g e n e r a l i d e a he e n u n c i a t e s i s sound. 

ITow w i t h r e s p e c t t o t h e second d r a f t of t h e code I can 

o n l y say t h a t I have r e a d i t over c a r e f u l l y t o g e t h e r w i t h the 

e x p l a n a t o r y remarks which accompany the d r a f t . I t c e r t a i n l y seems 
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HER3ICK, SUITH, D02TALD & FAELET X-6137 

To W . f . 

F o l i o 3 September 6, 1928 

t o "be an improvement over t he f i r s t d r a f t and on t h e whole would 

seem to "be a f a i r l y c l e a r e n u n c i a t i o n of the p r i n c i p l e s which 

s h o u l d gove rn "bank c o l l e c t i o n s . Based on such e x p e r i e n c e a s I 

have h a d i n t h i s d i s t r i c t I obse rve no p a r t i c u l a r p r o v i s i o n i n 

t h e code which I would c o n s i d e r to "be o b j e c t i o n a b l e . However, a s 

I have h e r e t o f o r e s t a t e d to you s e v e r a l t i m e s , we hatie h a d no e x -

p e r i e n c e i n t h i s d i s t r i c t i n the m a t t e r of l i t i g a t i o n . 

These a r e my p e r s o n a l views and do n o t n e c e s s a r i l y r e -

f l e c t t h e views of t h e o f f i c e r s of the Bos ton Bank. 

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

(S) Ar thu r H. Weed. 

AHW:M 
CC-Mr. C a r r i c k 

Mr. P a r k e r 
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Law O f f i c e Of 
LOCKE, LOCKE, STROUD & RANDOLPH, 

American Exchange B u i l d i n g , 
D a l l a s , Texas . 

X-5137-d 

September 6, 1928. 

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

Q-entlemen: A t t e n t i o n Wa l t e r Wyatt , Genera l Counse l . 

P u r s u a n t to t h e t e l e g r a p h i c communications t h a t 
have p a s s e d "between our Mr. B r e i b e l b i s and Mr. Wyat t , we have 
t o a d v i s e t h a t we have r ev iewed t h e second d r a f t of t he p r o -
p o s e d Uniform Bank C o l l e c t i o n Code p r e p a r e d "by Mr. Thomas B. 
P a t o n , Genera l Counsel of American B a n k e r s ' A s s o c i a t i o n . 

We do no t f i n d t h i s d r a f t s u b s t a n t i a l l y d i f f e r e n t 
f rom t h e f i r s t d r a f t , upon which we made d e t a i l e d comments 
some t ime a g o . We e n c l o s e a copy of our n o t e s of compar ison 
of t he second d r a f t w i t h the f i r s t d r a f t * 

As a c o n c r e t e whole , we doubt t h e a d v i s a b i l i t y of the 
a d o p t i o n of t h i s code . 

We i n c l i n e to the o p i n i o n t h a t i t w i l l c a u s e more 
t r o u b l e s t h a n i t w i l l s o l v e and w i l l p roduce more l i t i g a t i o n 
t h a n i t w i l l a v o i d . 

Yours ve ry t r u l y , 

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

gPD-h. 
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COPY X-6137-d 
Rotes made i n c o n n e c t i o n w i t h 

second t e n t a t i v e d r a f t of 
P roposed Uniform C o l l e c t i o n Code. 

< - o - * 

SECTION 1 - i s s u b j e c t t o the same c r i t i c i s m made i n 
our c r i t i c i s m of f i r s t t e n t a t i v e d r a f t . 

SECTION 2 - i s s u b j e c t t o same c r i t i c i s m made i n our 
c r i t i c i s m of S e c t i o n 2 of f i r s t t e n t a t i v e d r a f t , e x c e p t , however, 
t h a t i t a p p e a r s t o g i v e the d e p o s i t o r y "bank "broader r i g h t s t h a n 
were g i v e n unde r s e c t i o n 2 of f i r s t t e n t a t i v e d r a f t , which would 
seem to make i t even more s u b j e c t to our c r i t i c i s m * 

SECTION 3 - a p p e a r s to have been m a t e r i a l l y changed 
from s e c t i o n 3 of t h e f i r s t t e n t a t i v e d r a f t , by- m r e . l y g i v i n g 
t h e d e p o s i t a r y r i g h t t o revoke t h e c r e d i t w i t h o u t r e q u i r i n g t h a t 
checks be p a i d i n t h e o r d e r of t h e i r r e c e i p t , 

SECTION 4 - does no t appear t o have been changed from 
s e c t i o n 4 of t h e f i r s t t e n t a t i v e d r a f t , w i t h t h e e x c e p t i o n of t h e 
omis s ion of t h e word "mis s ing" f rom the l a s t sen te i ice o f t h e same, 
and i s s u b j e c t t o t h e same c r i t i c i s m a s was o r i g i n a l l y made. 

SECTION 5 - does n o t appear t o have been changed. 

SECTION 6 - a p p e a r s to have been changed, o m i t t i n g the 
o b j e c t e d p r o v i s o s which were made the s u b j e c t of c r i t i c i s m and, 
a l s o , by t h e omis s ion of s u b - s e c t i o n ( c ) , which we c r i t i c i z e d * 

SECTION 7 - mere ly s t a t e s t he r a l e of law now f o l l o w e d 
i n t h i s s t a t e , w i t h the e x c e p t i o n of t h e u s e of t h e words " s o l v e n t 
drawee o r p a y o r b a n k " . Th is might l e a d to a q u e s t i o n of f a c t a s to 
when a check i s p a i d , t h e answer to such q u e s t i o n b e i n g dependent 
upon t h e so lvency of t he drawee o r payor bank . 

SECTION 8 - h a s been s t r i c k e n o u t . 

SECTION 9 - The r e d r a f t of s e c t i o n 9 a p p e a r s t o meet our 
c r i t i c i s m of t h e same. S u b s e c t i o n (b ) a p p e a r s to have been b r o a d e n -
ed t o g i v e t h e r i g h t t o t h e drawee bank t o pay the check w i t h a 
c a s h i e r ' s check . There i s some doubt i n our mind of t h e wisdom of 
s p o n s o r i n g l e g i s l a t i o n which would p e r m i t a bank to pay a check 
upon i t s e l f w i t h i t s own c a s h i e r ' s chock . 

(SECTION 10 - of t he o r i g i n a l d r a f t a p p e a r s t o have boon 
o m i t t e d . ) 

SECTION 10 - of t he second d r a f t does no t a p p e a r to have 
been m a t e r i a l l y changed f rom s e c t i o n 11 of t h e f i r s t t e n t a t i v e 
d r a f t w i t h t h e e x c e p t i o n of the i n c l u s i o n of t h e words " i n d o r s e r s " 
a l o n g w i t h drawers and makers of i t e m s . 

There a p p e a r s t o u s to be some q u e s t i o n a s t o whether o r 
n o t s e c t i o n 7 does n o t c o n f l i c t w i t h t h i s s e c t i o n i n view of the 
f a c t t h a t s e c t i o n 7 p r o v i d e s t h a t under c e r t a i n c o n d i t i o n s the 
i t e m s s h a l l be deemed t o be p a i d , whereas t h i s s e c t i o n p r o v i d e s Digitized for FRASER 
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- 2 ~ X-6137-d 

f o r a c o n t i n u e d l i a b i l i t y even a f t e r payment a s o u t l i n e d i n s e c -
t i o n 7 . 

SECTION 11 - This appea r s to on ly "broaden s e c t i o n 12 
of t h e f i r s t t e n t a t i v e d r a f t , and i t l i k e w i s e a p p e a r s t o u s t o he 
i n c o n f l i c t w i t h s e c t i o n 7 . 

SECTION 12 - This s e c t i o n i s s u b j e c t t o the o r i g i n a l 
c r i t i c i s m of s e c t i o n 12 of the f i r s t t e n t a t i v e d r a f t > 

SECTION 13 - This s e c t i o n does no t appea r to have "been 
changed f rom s e c t i o n 14 of the f i r s t t e n t a t i v e d r a f t and i s sub -
j e c t t o t h e same c r i t i c i s m a s made of t h a t s e c t i o n * 

- o -
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COPY 

FEDERAL RESERVE BAH OF CHICAGO 

CHAS. L. POWELL, Counsel 
C o n t i n e n t a l and Commercial Bank 31 cig. 

X-6137-e 

CHICAGO September 4 , 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 : 

Re Uniform Bank C o l l e c t i o n Code 

Your w i r e of t he 2 9 t h u l t . , c a l l e d my a t t e n t i o n 
to Mr. V e s t ' s l e t t e r of J u l y 10 th w i t h r e f e r e n c e t o t h e above 
m a t t e r . I was out of town when your w i r e r e a c h e d my o f f i c e , a s 
you were a d v i s e d "by Mr. McKay. I have no t o v e r l o o k e d Mr. V e s t ' s 
l e t t e r , bu t I had l e t o t h e r more impor t an t m a t t e r s push i t t o 
one s i d e . 

I n the f i r s t p l a c e , I do no t b e l i e v e t h a t t h e r e i s any 
g e n e r a l c a l l f o r t h e enactment of t h i s p r o p o s e d c o l l e c t i o n code . 
We a l r e a d y have , i n most of t he S t a t e s , t h e u n i f o r m n e g o t i a b l e 
i n s t r u m e n t a c t , and I doubt the p r o p r i e t y of e n a c t i n g t h i s p r o p o s e d 
code, which i n some r e s p e c t s w i l l i n t e r f e r e w i t h t h a t a c t . 

I am n o t a v e r s e , however, t o e x p r e s s i n g my views on 
s e v e r a l of the s e c t i o n s of the p r o p o s e d code : 

S e c . 2 . The word " i t ems" i n nex t to t h e l a s t l i n e 
s h o u l d be changed t o 11 i t e m " . 

S e c . 3 . I n s e r t a comma a f t e r t h e word "hour s" i n t h e 
f i f t h l i n e , and a comma a f t e r the word "day" i n the s i x t h l i n e ; 
and omit t h e l a s t s e n t e n c e i n s a i d s e c t i o n ; and i f t he l a s t s e n t e n c e 
i s no t o m i t t e d i n s e r t the word "nex t " b e f o r e the word " f o l l o w i n g " 
i n the l a s t l i n e . 

I can see no r e a s o n whatever f o r t h e l a s t s en t ence b e -
cause i t i s a r e p e t i t i o n of what i s above . 

S e c . 5 . Change the word " c o l l e c t i o n " to t h e word 
" c o l l e c t i n g " i n the second l i n e of t h i s s e c t i o n . 

Sec . 9 . Sub-paragraph (b ) i s n o t c l e a r . I t might mean 
t h a t an a g e n t f o r c o l l e c t i o n cou ld a c c e p t i n payment of an i t em 
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X-6137-e 

Mr* W a l t e r " Jya t t , 
Genera l Counse l , 
F e d e r a l Rese rve Board, 
Washington, D. C. 
#2 

a c a s h i e r ' s check on t h e c o l l e c t i o n "bank. This s h o u l d never 
he p e r m i t t e d . I f the words "upon i t s e l f " c o u l d he c l a r i f i e d 
so as t o make i t c l e a r t h a t they meant a check upon the bank 
which s e n t t h e i t em f o r c o l l e c t i o n i t would he s a t i s f a c t o r y . 

S e c . 10 . The word " o r " , "being t h e f i r s t word i n the 
s i x t h l i n e of t h i s s e c t i o n , shou ld he changed t o " a n d " . The 
l a s t s en t ence i n t h i s s e c t i o n needs c l a r i f y i n g ; and i n f a c t , 
t h e whole s e c t i o n i s of d o u b t f u l p r o p r i e t y i n t h a t i t a t t e m p t s 
to d e a l w i t h t h e r i g h t s of t h e drawers o r makers of t he i tems 
and no t w i t h the r i g h t s of t h e e n d o r s e r s a l o n e . From a b a n k e r ' s 
s t a n d p o i n t , i t would be h i g h l y d e s i r a b l e t o d e a l w i t h t h e s e 
r i g h t s , "but I do no t b e l i e v e i t i s p r a c t i c a l , and I do no t b e l i e v e 
i t can eve r be e n a c t e d i n t o l aw. 

S e c . 11 . The l a s t s en t ence i s e n t i r e l y i m p r a c t i c a l . 
How cou ld a r e c e i v e r or o t h e r o f f i c i a l r e t u r n ev idence which 
would e n a b l e t h e owners t o h o l d the d rawers , makers o r e n d o r s e r s ? 
He c e r t a i n l y cou ld no t de te rmine what t h e c o u r t would a c c e p t a s 
e v i d e n c e . He might w e l l f u r n i s h i n f o r m a t i o n a s t o t h e e x a c t 
s i t u a t i o n . 

S e c . 12 . Th i s s e c t i o n does no t go f a r enough. I t h i n k 
i t shou ld i n c l u d e , and be so r e - d r a f t e d a s t o i n c l u d e , i t e m s h e l d 
f o r c o l l e c t i o n , even though such i t ems a r e drawn on t h e agen t 
bank, a s t h e whole t h e o r y of the c o l l e c t i o n code r e c o g n i z e s a 
drawee bank a s a p r o p e r a g e n t f o r c o l l e c t i o n , a s a p p e a r s i n S e c t i o n 
6; and I can see no r e a s o n t o make t h e d i s t i n c t i o n h e r e made 
i n r e g a r d t o e s t a b l i s h m e n t of a p r e f e r e n c e under t h e t r u s t f u n d 
t h e o r y . 

I am v e r y s o r r y t h a t I have so l o n g d e l a y e d r e p l y i n g 
t o Mr. Ves t s l e t t e r ; t h e f a c t s a r e t h a t I deemed the m a t t e r of 
so l i t t l e impor t ance t h a t I d i d not g i v e i t my u s u a l prompt a t t e n -
t i o n . 

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

Yours t r u l y , 

(S) CHAS. L . POWELL, 
C O U N S E L . 

CLP 
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COPY 
FEDERAL RESERVE BAH 

or 
ST. LOUIS 

X-613?~f 

August 30, 1928. 
Mr. Wa l t e r Wyat t , 
Genera l Counsel , 
F e d e r a l Reserve Board, 
Washington, D. C. 

Dear Mr. Wya t t : 

R e f e r r i n g t o your t e l e g r a m of 8 / 2 9 / 2 8 r e l a t i v e to t h e 
Second T e n t a t i v e d r a f t of t he Uniform C o l l e c t i o n Code p r e p a r e d 
"by Mr. P a t o n . 

P r i o r to t he r e c e i p t of Mr. V e s t ' s l e t t e r of 7 / 1 0 / 2 8 , 
f o r w a r d i n g Mr. P a t o n ' s Second T e n t a t i v e D r a f t of t h e Uniform 
Bank C o l l e c t i o n Codo t o - g e t h e r w i t h s u g g e s t i o n s made by Counse l , 
of t he s e v e r a l F e d e r a l Reserve Banks, on the F i r s t T e n t a t i v e 
d r a f t , Mr. A t t e b e r y , our Deputy Governor and a member of t h e 
S t a n d i n g Committee on C o l l e c t i o n s , h a d r e c e i v e d f rom Mr. S t r a t e r , 
Chairman of t h e Committee, a copy of t h e Second T e n t a t i v e d r a f t 
which h a d been fo rwa rded d i r e c t by Mr. P a t o n to Mr. S t r a t e r . 
Upon e x a m i n a t i o n of t he Second T e n t a t i v e d r a f t s u b m i t t e d by 
Mr. S t r a t e r , I f o u n d t h a t the changes s u g g e s t e d i n my l e t t e r t o 
you unde r d a t e of 2 / 2 9 / 2 8 had been s a t i s f a c t o r i l y t a k e n c a r e of 
and so a d v i s e d Mr. A t t e b e r y . 

When Mr. V e s t ' s l e t t e r of 7 / 1 0 / 2 8 was r e c e i v e d , I r o u t e d 
i t t o g e t h e r w i t h t h e s u g g e s t i o n s of Counsel , of t h e F e d e r a l Reserve 
Banks, on t o Mr. A t t e b e r y f o r h i s u s e i n answer ing Mr. S t r a t e r ' s 
l e t t e r , i n t e n d i n g t o answer Mr. V e s t ' s l e t t e r a s soon a s Mr. A t t e r -
b e r y h a d h a d s u f f i c i e n t t ime to go over t h e comments of Counsel , 
answer Mr. S t r a t e r ' s l e t t e r , and , r e t u r n Mr. V e s t ' s l e t t e r t o 
oy f i l e s . A f t e r Mr. A t t e b e r y h a d f i n i s h e d w i t h t h e l e t t e r and 
s u g g e s t i o n s of Counsel and answered Mr. S t r a t e r ' s l e t t e r (copy 
of which I e n c l o s e ) th rough some e r r o r t he l e t t e r and s u g g e s t i o n s 
wer6 r o u t e d on / t f i e Genera l F i l e s of t he bank i n s t e a d of b e i n g 
r e t u r n e d f o r t h e l e g a l f i l e s . T h e r e f o r e , i t was o v e r l o o k e d 
u n t i l your t e l e g r a m came i n . 

Having i n mind t h e o b j e c t i o n s r a i s e d by Counsel t o t he 
F i r s t T e n t a t i v e d r a f t , I have compared t h e f i r s t t e n t a t i v e d r a f t 
w i t h t h e second t e n t a t i v e d r a f t , and, w h i l s t no t a l l t h e s u g g e s t i o n s 
of Counsel have been f o l l o w e d , I b e l i e v e t h a t t h e d r a f t , a s amended, 
i s n o t o b j e c t i o n a b l e f rom a F e d e r a l Rese rve B a n k ' s s t a n d p o i n t . 

S e c t i o n 5 , which a d o p t s t h e M a s s a c h u s e t t s r u l e , i s w e l l 
a d a p t e d to the E i g h t h F e d e r a l Reserve D i s t r i c t where we have , i n 
s e v e r a l S t a t e s , t h e d i r e c t s end ing S t a t u t e , and, w h e r e i n some 
q u e s t i o n s have been r a i s e d , unde r t h i s d i r e c t s e n d i n g S t a t u t e , whether 
under t h e M a s s a c h u s e t t s r u l e t he drawee o r p a y e r bank i s the agen t 
of t h e owner of t h e i tem, o r , whether the F e d e r a l Reserve Bank Digitized for FRASER 
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f o r w a r d i n g t h e i t e m to the drawee o r payo r "bank i s t he l a s t agen t 
of t he owner of t h e i t e m . 

I have a lways t a k e n t h e p o s i t i o n t h a t unde r t h e d i r e c t 
s e n d i n g a c t t h e drawee or payo r t a n k i s the agen t of the owner-
h u t , have neve r h a d t o t e s t i t ou t i n C o u r t . 

The l a s t t h r e e l i n e s of S e c t i o n 5 s e t t l e s t h i s q u e s t i o n 
and w i l l be ve ry advan tageous to t h e F e d e r a l Rese rve Bank of 
S t . Lou i s s i n c e we have h a d so many non-member bank f a i l u r e s -
i n n e a r l y e v e r y one of which we were caught w i t h o u t s t a n d i n g 
u n p a i d cash l e t t e r s . 

A f t e r go ing over t he Second T e n t a t i v e D r a f t w i t h t h e 
o p e r a t i n g S f f i c e r s of our Bank, we cannot f i n d any s e r i o u s 
o b j e c t i o n s to i t s f o rm . 

I t a k e i t t h a t a s Counsel f o r t he American Bankers 
A s s o c i a t i o n , Mr. P a t o n i s p r e p a r i n g t h i s Code no t f rom a 
F e d e r a l . ^Reserve Bank s t a n d p o i n t bu t r a t h e r f rom a commercial 
bank s t a n d p o i n t , and , t h a t some of t h e changes s u g g e s t e d 
would n o t meet w i t h t h e commercial b a n k s ' d e s i r e s i n t h e 
m a t t e r . 

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

(S) 
J a s . G-. McCorikey 

Counse l . 
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S t . Lou i s , Ho. J u l y 14, 1928. 

Dear Mr. S t r a t e r ; 

I r e f e r to your l e t t e r s of May 2 4 t h and June 1 0 t h , 
r e l a t i v e to u n i f o r m b a n k _ c o l l e c t i o n code^ r e c e i v e d f rom the General 
Counsel of the American Bankers A s s ' n . 

I have c a r e f u l l y gone over the code and t h e comments 
made by F e d e r a l Reserve c o u n s e l . The p r o p o s e d code con t emp la t e s 

^meet ing p r e s e n t day p r a c t i c e s on the p a r t of many hanks , "but i t seems 
t o me t h a t i n q u i t e a few i n s t a n c e s , i t r e l i e v e s banks - t h a t i s , 
c o l l e c t i n g banks - of r e s p o n s i b i l i t i e s which, p r o b a b l y due to t h e 
manner i n which I have been accustomed t o h a n d l i n g i t e m s , I do no t 
f e e l i s d e s i r a b l e . On the o t h e r hand, f rom a F e d e r a l Reserve 
s t a n d p o i n t , t h e r e does no t appear to be a n y t h i n g p a r t i c u l a r l y 
o b j e c t i o n a b l e i n t he code, a s now p r e s e n t e d . I t does c l a r i f y 
q u i t e a few t h i n g s , b u t , i f adop ted , w i l l undoub ted ly r e q u i r e 
many l e g a l d e c i s i o n s b e f o r e i t s meaning i s w e l l e s t a b l i s h e d . 

I am no t a t t e m p t i n g to make any s p e c i f i c s u g g e s t i o n s or 
c r i t i c i s m s , p r i m a r i l y f o r the r e a s o n t h a t t h i s i s c l e a r l y a l e g a l 
s u b j e c t , and e x p e r i e n c e of r e c e n t y e a r s h a s conv inced me t h a t the 
i n t r i c a c i e s of p r e s e n t day law a r e too much f o r me. I am 
o b l i g e d t o a g r e e w i t h Mr. Walden ' s s u g g e s t i o n s a s c o n t a i n e d 
i n h i s l e t t e r of June 1 5 t h , copy of which you f o r w a r d e d to me. 

Yours ve ry t r u l y , 

O.M.Attebery , 
Deputy Governor . 

Mr. H. F . S t r a t e r , Chairman, 
S t a n d i n g Committee on C o l l e c t i o n s , 
F e d e r a l Rese rve Bank of C leve land , 
C leve land , Ohio . 
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Law O f f i c e s 
UELAND & UELAHD 

401 New York L i f e B u i l d i n g 
'MHEBAPOLIS 

August 30, 1928 

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

Dear Mr. W y a t t : 

Upon r e c e i p t of your w i r e of y e s t e r d a y , we have 
gone over t h e second t e n t a t i v e d r a f t of the UNIFORM BAHK 
COLLECTION CODE p r e p a r e d "by Thomas B. P a t o n , Genera l Counsel 
of the American Bankers A s s o c i a t i o n . 

We make the f o l l o w i n g c r i t i c i s m s of t he second 
t e n t a t i v e d r a f t : 

S e c t i o n 4 . We q u e s t i o n the u s e of t he words " i n 
"blank o r i n f u l l " i n t h i s s e c t i o n . The words "by u n r e s t r i c t e d 
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 not e x p r e s s l y s t a t e d i n t h i s s e c -
t i o n , o r e l s e w h e r e i n the second t e n t a t i v e d r a f t , t h a t any 
i n t e r m e d i a t e bank i n the 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 . This shou ld be made e x p r e s s so as to 
s e t t l e t h e q u e s t i o n whe ther t he owner of t he p a p e r can main-
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 . 

S e c t i o n 7 . We b e l i e v e t h a t t h e o m i s s i o n of t h i s 
s e c t i o n would c o n s t i t u t e an improvement. 

S e c t i o n 12 . 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 la 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 t h a t s e c t i o n 12 would add to the 
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 1 3 . 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 em or p r o c e e d s f o r an i n d e b t -
e d n e s s of the r e a l owner t h e r e o f . " ought to 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 shou ld n o t have a l i e n on i t ems 
coming i n t o i t s p o s s e s s i o n w i thou t t he consen t of i t s d e b t o r . 

Yours ve ry t r u l y , 

SUiME 

(S) A, Ueland, 
S i g u r d Ue land . 
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FEDERAL RESERVE BAM 

OF S M FRAHCISCO 

August 30, 1928. 

Wal t e r Wyat t , E s q . , 
Genera l Counse l , 
F e d e r a l Reserve Board, 
Washington, D. C. 

Dear Mr. Wyat t i 

Responding to your s u g g e s t i o n f o r f u r t h e r comments on the 
Uniform Bank C o l l e c t i o n Code p r e p a r e d "by Judge P a t o n , General Counsel t o 
t h e American Bankers A s s o c i a t i o n , and r e f e r r i n g t o t h e r e d r a f t of t he code, 
I have t oday w i r e d you p e r e n c l o s e d copy . 

Supplement ing my w i r e , I "beg l e a v e to submit t h e f o l l o w i n g ; 

You w i l l r e c a l l t h a t on December 23 , 1927, I wro te t o Judge 
P a t o n , commenting i n d e t a i l on t h e o r i g i n a l d r a f t of t h e code . This 
l e t t e r i s embodied i n t h e c o m p i l a t i o n of co r respondence be tween your o f -
f i c e and Counsel f o r t h e v a r i o u s F e d e r a l r e s e r v e "banks and i s d e s i g n a t e d 
X-6085-h . 

Without i n t e n d i n g t o "be e g o t i s t i c a l , I must say t h a t t he com-
p a r i s o n of t he o r i g i n a l code w i t h t h e r e v i s e d one i n d i c a t e s t h a t Judge 
P a t o n h a s a d o p t e d a lmos t i n e n t i r e t y t h e s u g g e s t i o n s c o n t a i n e d i n my 
l e t t e r of December 23, 1927. The on ly s u g g e s t i o n made which was no t 
a d o p t e d i s i n r e g a r d t o the u s e of 11 s o l v e n t " i n s e c t i o n 1 ( h ) , d e f i n i n g 
s o l v e n t c r e d i t . I n view of t h e subsequen t p r o v i s i o n s c o n t a i n e d i n p a r a -
g raphs 9 and 11, I am i n c l i n e d to "believe t h a t t h e u s e of t h e word " s o l -
v e n t " i s n e c e s s a r y . 

I s u g g e s t t h a t i n S e c t i o n 4 , a f t e r t h e word ""banker" i n l i n e 
7, page 2 , t he words "o r o t h e r s i m i l a r p h r a s e " he added so t h a t t h e l i n e a s 
amended w i l l r e a d : "An indorsement ' pay any "bank or h a n k e r ' o r o t h e r 
s i m i l a r p h r a s e s h a l l he deemed a r e s t r i c t i v e indorsement e t c . " I make 
t h i s s u g g e s t i o n f o r t h e r e a s o n t h a t many hanks u s e t h i s t y p e of i n d o r s e -
ment w i t h a s l i g h t l y d i f f e r e n t wording, some of them "being, "pay t o any 
hank, hanke r o r t r u s t company." To c o n f i n e t h e indorsement t o t h e e x a c t 
words s e t f o r t h i n t h e p r o p o s e d s t a t u t e to one p a r t i c u l a r word ing migh t , 
unde r a s t r i c t c o n s t r u c t i o n , exc lude any o t h e r word ing h a v i n g s i m i l a r 
impor t "but s l i g h t l y d i f f e r e n t p h r a s e o l o g y . 

I s u g g e s t t h a t i n s e c t i o n 6 ( a ) a f t e r t h e word " r e c e i p t " i n 
l i n e 4 , t h e word " e i t h e r " "be added, and t h a t i n l i n e 5 of t he same s e c t i o n 
a f t e r t h e word "hank" t h e r e he added t h e words , " o r a t t he d i s c r e t i o n of 
t he c o l l e c t i n g hank ; " t h e s e a d d i t i o n s b e i n g f o r t he p u r p o s e of making i t 
e n t i r e l y c l e a r t h a t t h e c o l l e c t i n g hank h a s the a b s o l u t e o p t i o n of s e n d i n g 
t h e i tem d i r e c t t o t h e drawee o r payor o r t o a n o t h e r bank . 

X-6137-h 
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Wal te r Wyat t , E s q . , 

X-6137-h 

August 30, 1928 

I a l s o s u g g e s t t h a t i n s e c t i o n 6, p a r a g r a p h ( b ) , a f t e r t h e 
word " o r " , "being the f i r s t word i n t h e e i g h t h l i n e of t h a t p a r a g r a p h , 
t h e r e "be added the words " i n any o t h e r manner . " 

I n S e a t t l e , Los Angeles and P o r t l a n d 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 the c o r p o r a t e l i m i t s of t h e c i t i e s ment ioned , 
which a r e no t members of t h e 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 ma jo r p o r t i o n of t h e b u s i n e s s 
day i n t h e round t r i p . I havo 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 t h e 
p r a c t i c e of s e n d i n g t h e i t ems d i r e c t to t he drawee by m a i l and a c c e p t i n g 
t h e d r a w e e ' s d r a f t i n s e t t l e m e n t th rough t h e m a i l . I b e l i e v e t h e code 
s h o u l d make i t c l e a r t h a t such method of c o l l e c t i o n , i f n e c e s s a r y , and 
i n a cco rdance w i t h l o c a l custom, c o n s t i t u t e s o r d i n a r y c a r e . We have 
p e n d i n g now a s u i t a g a i n s t u s a r i s i n g f rom p u r s u i n g t h i s method of c o l l e c -
t i o n i n P o r t l a n d , t h e drawee bank b e i n g l o c a t e d w i t h i n t h e c i t y l i m i t s 
of P o r t l a n d b u t a t a g r e a t d i s t a n c e f rom the c e n t e r of p o p u l a t i o n . The 
a d d i t i o n s u g g e s t e d would c l a r i f y our r i g h t t o p u r s u e t h e c o u r s e i n d i c a t e d , 

I c anno t see t h a t s e c t i o n 7 i s n e c e s s a r y o r t h a t i t adds a n y t h i n g 
t o t h e s t r e n g t h of t h e code . I b e l i e v e i t shou ld be l e f t o u t . 

I n r e g a r d t o s e c t i o n 9 , I have s u g g e s t e d t h a t t h e words " i t s e l f 
o r " a t t h e end of l i n e 3 be e l i m i n a t e d . I do n o t b e l i e v e t h a t a c o l l e c t i n g 
bank s h o u l d be g r a n t e d t h e r i g h t of a c c e p t i n g i n s e t t l e m e n t of c a s h i t ems 
t h e check of t h e drawee bank drawn upon i t s e l f . To p e r m i t t h i s , l e g a l i z e s 
t h e a c c e p t a n c e of one o b l i g a t i o n t>£ t h e drawee i n s u b s t i t u t i o n f o r a n o t h e r . 
I t c r e a t e s t h o r e l a t i o n of d e b t o r and c r e d i t o r a s be tween t h e drawee bank 
or payo r bank a n d t h e c o l l e c t i n g a g e n t a n d i f p u r s u e d to t h e p o i n t p e r m i t t e d 
by t h e code, would e n a b l e the drawee to s u b s t i t u t e one c a s h i e r ' s check a f t e r 
a n o t h e r i n p u r p o r t e d s e t t l e m e n t of cash i t e m s . While i t i s t r u e t h a t i n 
t h e c o l l e c t i o n of l o c a l i t ems a c o l l e c t i n g bank sometimes a c c e p t s a c a s h i e r N 
check f rom t h e drawee i n p u r p o r t e d s e t t l e m e n t , I b e l i e v e t h a t when t h i s 
i s done, t h e c o l l e c t i n g bank s h o u l d r e c o g n i z e and a c c e p t t h e r i s k e n t a i l e d 
i n such p r o c e d u r e . 

I 
I n my o p i n i o n s e c t i o n 13 of t h e p r o p o s e d code c o n s t i t u t e s , m e r e l y 

a n a t t e m p t t o s t a t e t h e g e n e r a l law of b a n k e r s ' l i e n s . The wording of t h e 
s e c t i o n a s d r a f t e d i s somewhat i n v o l v e d and I b e l i e v e t h a t the code would 
be s t r o n g e r and more r e a d i l y a d o p t e d i f t h i s s e c t i o n were o m i t t e d . I ob-
s e r v e t h a t Judge P a t o n e v i d e n t l y e n t e r t a i n s some such views inasmuch a s 
he s u g g e s t s t h a t t h e s e c t i o n cou ld be o m i t t e d w i t h o u t much l o s s . , 

I have r e c e n t l y been p r e p a r i n g a b r i e f on ou r P o r t l a n d c a s e and 
a t t e m p t i n g to g e t someth ing h e l p f u l f o r Mr. Logan i n c o n n e c t i o n w i t h the 
R a i c h l e s u i t , which a c c o u n t s f o r my d e l a y i n t a k i n g up the code m a t t e r . 
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Wal te r Wyat t , E s q . , 

X-6137-h 

August 30, 1928 

I t r u s t t h a t my t e l e g r a m and t h i s l e t t e r w i l l r e a c h you i n t ime to be 
of some s e r v i c e . 

Yours ve ry t r u l y , 

(S ) A l b e r t C. Agnew 
Counse l . 
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FZDERAL RESERVE BAM OF SA1T ZRAHCISCO 

X-6137-h. 

TELEGRAM 

TO WYATT 

FEDERAL RESERVE BOARD August SO, 1928 

PRONTO 

R e f e r r i n g r e d r a f t Uniform Bank C o l l e c t i o n Code P a t o n has a d o p t e d 
p r a c t i c a l l y a l l of our s u g g e s t i o n s c o n t a i n e d i n ' X - 6 9 8 5 h , our 
l e t t e r December 23 , 1927, and we c o n s i d e r r e d r a f t of code g e n e r a l l y 
s a t i s f a c t o r y . Sugges t however, f o l l o w i n g minor changes . 

Add a f t e r word ""banker11 s even th l i n e p a f e 2 "o r o t h e r s i m i l a r p h r a s e . " 

In S e c t i o n 6 p a r a g r a p h A add a f t e r word " r e c e i p t " i n l i n e 4 word " e i t h e r " . 

A f t e r word "bank" s e c t i o n 6 - a l i n e 5 add "o r a t the d i s c r e t i o n of t he 
c o l l e c t i n g h a n k . " 

i n s e c t i o n 6~b l i n e 8 a f t e r word "o r " f i r s t word of t h a t l i n e , a d d 
" i n any o t h e r manner . " 

Advise e l i m i n a t i o n of s e c t i o n 7 . 

S e c t i o n 9 page 3 l i n e 3 a d v i s e e l i m i n a t i o n o f " i t s e l f o r " a t t h e end 
of t h a t l i n e . 

Also a d v i s e e l i m i n a t i o n S e c t i o n 13 . 

R e f e r r i n g t o s u g g e s t i o n f o r e l i m i n a t i o n df words " i t s e l f or" b e i n g l a s t 
words l i n e 3 s e c t i o n 9 page 3 we do no t b e l i e v e t h a t c o l l e c t i n g bank 
i s j u s t i f i e d i n a c c e p t i n g i n s e t t l e m e n t check of drawee bank o r p a y o r 
bank upon i t s e l f . Th i s of cou r se i n c l u d e s c a s h i e r ' s checks t h e a c -
cep tance of which i n e v i t a b l y c r e a t e s r e l a t i o n of d e b t o r and c r e d i t o r 
be tween c o l l e c t i n g bank and payor bank , Such method of s e t t l e m e n t cannot 
be c o n s t r u e d a s f i n a l payment and i f a d o p t e d by law might r e s u l t 
i n grave a b u s e s . While a c c e p t a n c e of c a s h i e r s checks i n s e t t l e m e n t of 
c o l l e c t i o n i t e m s i s common p r a c t i c e on l o c a l i t e m s we c o n s i d e r t h a t 
c o l l e c t i n g bank s h o u l d r e c o g n i z e and a c c e p t r i s k involved* L e t t e r f o l l o w s . 

' AGHEW 
AC 
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COPY X-6137-

FEDEM! RESERVE BAH 

OF RICHMOND 

August 29, 1928 

F e d e r a l Reserve Board, 
Washington, D. C. 

A t t e n t i o n : Mr, Wal te r ffyatt, Genera l Counse l . 

Dear S i r : 

I have your t e l e g r a m of August 2 9 t h . I have 

no t h a d an o p p o r t u n i t y to g i v e the r e v i s e d form of the 

Uniform Bank C o l l e c t i o n Code thorough s t u d y , b u t I have 

r e a d i t over and have no s u g g e s t i o n s to o f f e r which a r e 

n o t c o n t a i n e d i n the l e t t e r s f rom t h e Counsel of o t h e r 

F e d e r a l Reserve h a n k s . 

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

(S) M. G-. Wal l ace , 
Counse l . 

MGW L 
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X-6137- j c 

SQUIRE, SM3EHS & DEMPSEY 
COUNSELLORS AT LAW 

THE TOTIOIT TRUST BUILDING-
CLEVELAND 

August 22, 1928. 

Mr. Wa l t e r Wyat t , 
Genera l Counse l , 

EDBEBAL RESERVE BOARD, 
Washington, D. C. 

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

We du ly r e c e i v e d your l e t t e r of J u l y 10 e n c l o s i n g copy of 

second t e n t a t i v e d r a f t of the Uniform Bank C o l l e c t i o n Code and have 

made a c a r e f u l r ev iew of t he p roposed code i n i t s p r e s e n t form a s r e -

q u e s t e d by you . 

The f o l l o w i n g s u g g e s t i o n s a s to form have o c c u r r e d t o u s 

i n r e v i e w i n g t h e p r o p o s e d d r a f t of t h e code : 

S e c t i o n 3 . I t em on same hank . The l a s t s e n t e n c e i n 

s e c t i o n t h r e e a p p e a r s to he a r e p e t i t i o n of the p r o v i s i o n e x p r e s s e d i n 

the l a t t e r p a r t of the f i r s t s en t ence of t h i s s e c t i o n and i s a p p a r e n t l y 

s u p e r f l u o u s and s h o u l d he o m i t t e d . We a l s o t h i n k t h e r e i s a chance of 

c o n f u s i o n i n i n t e r p r e t i n g t h e l anguage of t h i s s e c t i o n . We t a k e i t 

t h a t t h e i n t e n t i o n i s t o r e s t r i c t the r i g h t of r e v o c a t i o n to such 

r e a s o n s on ly a s may e x i s t a t t he t ime t h e i n i t i a l c r e d i t i s made and 

no t t o e x t e n d t h e r i g h t to r e a s o n s deve lop ing b e f o r e the end of the day 

on which the i t e m i s d e p o s i t e d or t he f o l l o w i n g b u s i n e s s day i n the 

case of d e p o s i t s a f t e r bank ing h o u r s . As e x p r e s s e d , we t h i n k t h e r e 

i s danger of a c o u r t i n t e r p r e t i n g the r i g h t of r e v o c a t i o n to e x t e n d 

t o any r e a s o n a r i s i n g w i t h i n the t ime l i m i t s f o r r e v o c a t i o n (which would 
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make the i t e m no t p a y a b l e ) . For i n s t a n c e , i f a s t o p o r d e r i s r e c e i v e d 

"by t h e "bank on the same day t h a t t h e i t em i s d e p o s i t e d "but subsequent 

to t he d e p o s i t of t h e i t em and the c r e d i t of t h e i t e m t o t h e account of 

t h e d e p o s i t o r , t h e l anguage a s a t p r e s e n t e x p r e s s e d might "be c o n s t r u e d 
% 

to p e r m i t t h e "bank t o revoke the c r e d i t p r e v i o u s l y g iven* This we assume 

was no t t h e i n t e n t i o n . To c l a r i f y the s e c t i o n i n t h i s r e s p e c t , we would 

s u g g e s t t h a t i t be changed t o r e a d a s f o l l o w s ! 

"Any c r e d i t a l l o w e d by any bank f o r any i t e m drawn on 
or p a y a b l e a t ths same bank i n which i t i s d e p o s i t e d , 
s h a l l be p r o v i s i o n a l s u b j e c t to r e v o c a t i o n a t or b e f o r e 
the end of t h e day on which t h e i t em was d e p o s i t e d whenever 
such d e p o s i t h a s been made d u r i n g bank ing h o u r s o r a t o r 
b e f o r e t h e end of t he nex t f o l l o w i n g b u s i n e s s day when 
such d e p o s i t ha s been made a f t e r bank ing h o u r s i n any 
c a s e i n which t h e i t em i s found no t to have been p a y a b l e 
f o r any r e a s o n e x i s t i n g a t the t ime c r e d i t was made t o the 
d e p o s i t o r ' s a c c o u n t . The bank s h a l l be r e q u i r e d t o g i v e 
due n o t i c e of such r e v o c a t i o n to i t s d e p o s i t o r . " 

As ide f rom t h e m a t t e r s of form commented on above we f e e l 

t h a t the code shou ld be so de s igned a s no t t o make the drawer of a check 

a g u a r a n t o r of t h e so lvency of t he bank upon which h i s check i s drawn 

a s i s t h e e f f e c t of s e c t i o n t e n . I t seems t o u s t h a t i t would be more 

e q u i t a b l e and a t t h e same t ime be a p r o v i s i o n more e a s i l y a d m i n i s t e r e d 

i f t h i s s e c t i o n of t h e code were d r a f t e d a l o n g the l i n e s of t h e Ohio 

code which c r e a t e s a t r u s t f u n d i n the i n s o l v e n t b a n k ' s a s s e t s where an 

i t em drawn on i t by i t s d e p o s i t o r has been p r e s e n t e d f o r payment and charged 

a g a i n s t t h e d e p o s i t o r ' s accoun t p r i o r t o i n s o l v e n c y of t he bank . 

We b e l i e v e t h a t the p r o v i s i o n s of t h e p r o p o s e d code shou ld 

go a s f a r a s p o s s i b l e i n p r o v i d i n g a s t a b l e b a s i s f o r commercial p a p e r 

i n course of c o l l e c t i o n and t h a t t he t r u s t f u n d t h e o r y w i t h i t s a t t e n d a n t 

p r e f e r e n c e a s f o u n d i n t h e Ohio code a t t a i n s t h a t o b j e c t i v e more n e a r l y 

t h a n the p r o v i s i o n s of t h e p roposed code . 

Yours v e r y t r u l y , 

PJ5H:HIB (S) S q u i r e , Sanders & Dempsey. Digitized for FRASER 
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FSDSEiil EESEEVS BAM 

Of ATLAZEA 

J u l y 21, 1928. 

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

Dear Mr. Wyat t : 

S ince t h e r e c e i p t of your l e t t e r of J u l y 10, a d d r e s s e d 
to my f i r m , I have made such s tudy as I cou ld of the second 
t e n t a t i v e d r a f t of the "Uniform B a n k , C o l l e c t i o n Code" a s p r e p a r e d 
"by Mr. P a t on, and , p u r s u a n t t o your r e q u e s t , I am s u b m i t t i n g 
h e r e i n my views w i t h r e s p e c t t h e r e t o . 

5$ie second t e n t a t i v e d r a f t e l i m i n a t e s many of t h e 
o b j e c t i o n a b l e f e a t u r e s which were i n t h e o r i g i n a l d r a f t ; however, 
i n my o p i n i o n , the p roposed code s t i l l c o n t a i n s p r o v i s i o n s which 
I b e l i e v e would p rove dangerous and, i n f a c t , s i nce my f u r t h e r 
s tudy of t h e q u e s t i o n , I am more f i r m l y convinced t h a n I was when 
I wro te you i n March, w i t h r e f e r e n c e to the f i r s t d r a f t , t h a t t h e 
e f f o r t t o s e c u r e t h i s l e g i s l a t i o n would be of doubtful a d v i s a b i l i t y . 
L e g i s l a t i o n des igned to accompl ish ( a ) the r i g h t t o send i t ems 
d i r e c t t o drawee o r payor bank; (b) the r i g h t t o a c c e p t bank 
d r a f t s i n l i e u of cash ; and ( c ) exemption from l i a b i l i t y on a c -
count o f the d e f a u l t s o r omiss ions of subagen t s , would be h e l p f u l , 
but I b e l i e v e t h a t the p roposed code "cover s too much t e r r i t o r y . " 

My comments w i t h r e f e r e n c e to the code, c o n s i d e r e d 
s e c t i o n by s e c t i o n , a r e a s f o l l o w s : 

Sec . l:*n The d e f i n i t i o n s c o n t a i n e d i n t h i s s e c t i o n seem 
to be a c c u r a t e , r e g a r d e d i n the a b s t r a c t . I f , however, t h e term 
" s o l v e n t c r e d i t " i s t o be u s e d i n the code, i t should be g i v e n a 
d i f f e r e n t d e f i n i t i o n f o r r e a sons which I s h a l l t r y t o make p l a i n 
i n subsequent comments. 

Sec . 2 : - I doubt the a d v i s a b i l i t y of a s t a t u t o r y p r o -
v i s i o n t o the e f f e c t t h a t a bank r e c e i v i n g an i tem payab l e a t 
a n o t h e r bank s h a l l , i n t h e absence of an exp re s s agreement to t h e 
c o n t r a r y , become an agen t of t h e d e p o s i t o r f o r t h e c o l l e c t i o n of 
such i t em and not deb to r to i t s d e p o s i t o r t h e r e f o r , u n t i l i t ha s 
r e c e i v e d t h e p roceeds i n a c t u a l money o r a s o l v e n t c r e d i t . I 
know, of cou r se , t h a t most banks p r o v i d e by c o n t r a c t w i t h t h e i r 
customers f o r a s t a t u s h a v i n g v i r t u a l l y the same l e g a l concomi-
t a n t s as would a p p e r t a i n t o the agency r e l a t i o n s h i p s e t up i n 
t h i s s e c t i o n ; b u t i t i s q u i t e a d i f f e r e n t t h i n g , p a r t i c u l a r l y 
when the i n t e r e s t s of t h i r d pe r sons a r e invo lved , f o r a "bank 
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and i t s d e p o s i t o r t o e n t e r by p r i v a t e agreement i n t o 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 , quoad i t ems p l a c e d on d e p o s i t w i t h 
the bank, and f o r a s t a t u t e to c r e a t e t h i s r e l a t i o n s h i p i n a l l 
c a s e s where t h e r e i s no agreement to t h e c o n t r a r y . 

I t seems to me, f u r t h e r m o r e , t h a t t he e f f e c t of t h i s 
s e c t i o n would be t o make any endorsement of a n e g o t i a b l e i n s t r u -
ment, a l t h o u g h i n b l a n k o r w i t h o u t any r e s t r i c t i o n s o r q u a l i f i c a -
t i o n s , t o a l l i n t e n t s and p u r p o s e s a r e s t r i c t i v e endorsement , 
s i n c e t h e e f f e c t of t h e same would be t o " c o n s t i t u t e t h e e n d o r s e e 
the a g e n t of the e n d o r s e r . " The f i d u c i a r y c h a r a c t e r of t h e 
endorsee would be e s t a b l i s h e d by s t a t u t e , and I doubt whe the r t he 
o b j e c t i o n s which would be i n h e r e n t i n t h i s s i t u a t i o n would be r e -
moved by t h a t p a r t of S e c t i o n 4 which p u r p o r t s t o g i v e t o 
" subsequen t h o l d e r s t h e r i g h t t o r e l y on t h e p r e s u m p t i o n 
tha t ' the bank of d e p o s i t i s t h e owner of the i t e m . " In o t h e r 
words, t he "p re sumpt ion" a s t o t he r e l a t i o n s h i p be tween t h e 
d e p o s i t o r and t h e bank i s d i r e c t l y c o n t r a r y t o the a c t u a l s t a t u s 
a s f i x e d by s t a t u t e . 

The e f f e c t of S e c t i o n 2 of t h e Code, c o n s i d e r e d i n t h e 
l i g h t of S e c t i o n s 36 and 37 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, 
i n v o l v e s t h e f rubther s e r i o u s q u e s t i o n a s to whether t h e i n i t i a l 
bank, or o t h e r banks h a n d l i n g such i t e m s , would t a k e t h e same 
s u b j e c t t o a l l e q u i t i e s e x i s t i n g between p r i o r p a r t i e s . I have 
no ted , of c o u r s e , t h a t S e c t i o n 2 u n d e r t a k e s t o c o n f e r upon a 
c o l l e c t i n g bank t h e r i g h t to e n j o y " a l l the r i g h t s of a h o l d e r 
i n due c o u r s e a g a i n s t p r i o r p a r t i e s . " I s i t p o s s i b l e , however , 
by l e g i s l a t i v e enac tment t o c r e a t e the anomalous s i t u a t i o n of a 
mpre c o l l e c t i o n a g e n t , h a v i n g a l l t he r i g h t s of a h o l d e r i n due 
c o u r s e , w i t h o u t a t l e a s t r e p e a l i n g by i m p l i c a t i o n one o r more 
s e c t i o n s of N. I . L . ? Again , might no t the p r o v i s i o n t h a t t h e 
bank s h o u l d be r e g a r d e d a s a h o l d e r i n due cou r se be c o n s t r u e d 
by t h e c o u r t s a s p e r m i t t i n g a t most a r e c o v e r y by t h e bank on ly 
t o the e x t e n t of w i t h d r a w a l s t h a t might have been made by t h e 
d e p o s i t o r a g a i n s t h i s u n c o l l e c t e d b a l a n c e ? I n such l a t t e r 
even t t he bank would be p u t to t he n e c e s s i t y , in s u i n g upon any 
i n s t r u m e n t which i t h a d r e c e i v e d on d e p o s i t , of p r o v i n g i t s a c t u a l 
l o s s i n t he p r e m i s e s . 

A f u r t h e r c o m p l i c a t i o n might a r i s e f rom the f a c t t h a t 
the p r i n c i p a l and a g e n t r e l a t i o n s h i p , t o u c h i n g any i t e m r e c e i v e d 
on d e p o s i t , would e x i s t u n t i l the bank had r e c e i v e d t h e p r o c e e d s 
i n " a c t u a l money o r a s o l v e n t c r e d i t . " A s o l v e n t c r e d i t i s 
d e f i n e d i n the Act t o mean an u n c o n d i t i o n a l c r e d i t of money on 
the books of a s o l v e n t bank to the accoun t of a n o t h e r bank, e t c . 
I f t h i s d e f i n i t i o n be t a k e n l i t e r a l l y , t he q u e s t i o n of whe ther or 
not a bank had , i n f a c t , r e c e i v e d a " s o l v e n t c r e d i t " would be 
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d e t e r m i n a b l e "by the so lvency of t h e bank, upon the "books of 
which t h e c r e d i t a p p e a r s , a s of the t ime t h e c r e d i t was en te red . . 
I t f o l l o w s t h a t t h e c o l l e c t i n g a g e n t might d i s c o v e r , sometime 
a f t e r i t was g i v e n c r e d i t on the books of a supposed ly s o l v e n t 
bank, t h a t t h e l a t t e r was i n f a c t i n s o l v e n t a t t h e t ime of t h e 
c r e d i t * I n such even t i t might , i f t h e Code i s t o be t a k e n 
l i t e r a l l y , cha rge back a n i t em to a d e p o s i t o r Who h a d supposed 
the same t o have been f i n a l l y p a i d , s i n c e the bank of i n i t i a l 
d e p o s i t h a d , i n f a c t , r e c e i v e d an i n s o l v e n t c r e d i t , a l t h o u g h 
a l l p a r t i e s supposed t h e same t o have been a s o l v e n t c r e d i t . 
While i t i s d o u b t l e s s t r u e t h a t the c o u r t s would no t p e r m i t 
a w such happen ing , t h e d e f i n i t i o n of " so lve r i t c r e d i t " s h o u l d be 
changed . Mr. Agnew h a s t ho rough ly d i s c u s s e d t h i s p a r t i c u l a r 
q u e s t i o n i n h i s f o r m e r l e t t e r and I s h a l l not e n l a r g e on t h e 
same* 

S6c. 3 : - I have no comments to make w i t h r e f e r e n c e 
to S e c t i o n 3 , e x c e p t t h a t t h e f i r s t s e n t e n c e of t h e same i s 
i n v o l v e d and a r e d r a f t would d o u b t l e s s make f o r c l a r i t y * 

Sec* 4 : ^ <6hat potf t i f t i i of t h i s s e c t i o n c r e a t i n g a 
p r e s u m p t i o n of ownersh ip i n an e n d o r s e e , d e s p i t e t h e s t a t u t o r y 
p r e a t i o n , by t h e p r o v i s i o n s of S e c t i o n 2 , of a r e l a t i o n s h i p which 
i s i n c o m p a t i b l e w i t h such p r e s u m p t i o n , h a s a l r e a d y been d i s -
c u s s e d . I have a l s o d i s c u s s e d what I r e g a r d a s t h e i n a d v i s t -
a b i l i t y of u n d e r t a k i n g t o change t h e p r e s e n t law r e g a r d i n g t h e 
l e g a l e f f e c t of a n endorsement i n b l a n k o r i n f u l l a s a p p l i e d 
to t h e d e p o s i t of a. check o r o t h e r i t e m i n a bank . There a r e 
always a d v a n t a g e s a c c r u i n g f rom the removal by s t a t u t e of a 
c o n f l i c t i n j u d i c i a l h o l d i n g s . T h e r e f o r e , a s e t t l e m e n t of t h e 
much mooted q u e s t i o n a s to whether an endorsement " t o any bark" 
or banke r" i s r e s t r i c t i v e or u n r e s t r i c t i v e might be of something 
more t h a n academic i n t e r e s t . I t would seem, however, t h a t the-
m a t t e r i s of l i t t l e p r a c t i c a l impor t ance . 

S e c . 5 ;~ I have no c r i t i c i s m to make of t h i s s e c t i o n . 

S e c . 6 : - I have no c r i t i c i s m to make of t h i s s e c t i o n . 

S e c . 7 : - I am i n c l i n e d to b e l i e v e t h a t t h i s s e c t i o n 
shou ld be o m i t t e d . 

S e c . 9 : - I s ee no o b j e c t i o n to t h e f i r s t s e n t e n c e i n 
S e c t i o n 9 . I t h i n k t h a t t h e word " s o l v e n t " shou ld be s t r i c k e n 
f rom the second s e n t e n c e of t h i s s e c t i o n . I n any case where a 
bank a c c e p t s i n payment of an i t em a c r e d i t on the books of 
a n o t h e r bank , i t shou ld be e s t o p p e d to a s s e r t t h a t i t h a s not 
r e c e i v e d r e t u r n s s h o u l d t h e bank, t h e c r e d i t of which i t had so 
a c c e p t e d , p r o v e to be i n s o l v e n t . 
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Sec . 1 0 : - I do no t "believe t h a t t h i s s e c t i o n c o u l d "be 
e n a c t e d w i t h o u t e n t a i l i n g dangerous p o s s i b i l i t i e s . Even were 
the q u e s t i o n s which a r i s e " out of t h e u se of t he p h r a s e "'a s o l v e n t 
c r e d i t " e l i m i n a t e d , o t h e r p u z z l i n g q u e s t i o n s p r e s e n t t h e m s e l v e s . 
O r d i n a r i l y , payment upon p r e s e n t a t i o n "by t h e drawee or payor 
"bank d i s c h a r g e s makers , drawers and e n d o r s e r s . By S e c t i o n 10 
i t i s p r o v i d e d t h a t t h e r e s h a l l "be no d i s c h a r g e u n t i l t he drawee 
or p a y o r h a s made a c t u a l payment i n money o r a s o l v e n t c r e d i t . 
I assume t h a t a f a i l u r e on t h e p a r t of t h e drawee o r payo r t o 
make payment a s p r e s c r i b e d i h t h i s s e c t i o n would /%°Mr&is -
honor of t h e i t e m , which , under t h e Code, would remain u n p a i d 
a l t h o u g h t h e same h a d been a c t u a l l y cha rged t o the accoun t of 
some p a r t y l i a b l e the reon* i t had been h e l d t h a t the drawer of 
a check i s d i s c h a r g e d by a f a i l u r e t o g i v e n o t i c e of d i s h o n o r , 
t h e bank h a v i n g refused t o pay because i t was s h o r t of f u n d s and 
S u b s e q u e n t l y bec&k&e i n s o l v e n t . What would be the s i t u a t i o n , 
t o u c h i n g p r d t b s t and n o t i c e of d i s h o n o r , i n a c a s e where a bank 
cha rged i t e m s t o t h e a c c o u n t s of drawers o r makers , r e m i t t i n g 
t h e r e f o r by bank d r a f t which was never p a i d because of t he i n -
so lvency of t h e r e m i t t i n g bank? Would i t no t be v e r y d i f f i c u l t , 
i f r .a t i m p o s s i b l e , f o r t h e " h o l d e r s " of the i t ems which h a d been 
c h a r g e d t o c u s t o m e r s ' a c c o u n t s , or p e r h a p s d e l i v e r e d t o such 
cus tomers , t o p r o c u r e , unde r t h e s e c o n d i t i o n s , a p r o t e s t of such 
^terns and t o e f f e c t n o t i c e of d i shonor t o p a r t i e s e n t i t l e d 
t h e r e t o ? I n many c a s e s p a r t i e s e n t i t l e d to n o t i c e of p r o t e s t 
wigh t be r e l e a s e d and t h e owners of the i t ems would n o t even have 
» c l a im a g a i n s t t he c l o s e d bank because of t h e p r o v i s i o n s of 
S e c t i o n 11 o f t h e Code. 

I am no t e n t i r e l y c e r t a i n of my ground i n r a i s i n g t h i s 
o b j e c t i o n t o S e c t i o n 10, b u t I bel ieve* t h a t t h e q u e s t i o n s a r e 
wor thy of c l o s e s t u d y . 

I do n o t b e l i e v e t h a t t h e second s e n t e n c e of S e c t i o n 10 
would be a p p r o p r i a t e f o r enactment i n any e v e n t . The p r a c t i c a l 
e f f e c t of i t s p r o v i s i o n s would be t o l e a v e t h e owner of an i t e m , 
which had been " p a i d " t h rough a c l e a r i n g h o u s e , w i t h a n u n s a t i s -
f i e d c l a i m a g a i n s t t he maker , drawer , or e n d o r s e r of t h e i t e m f o r 
a p o r t i o n of t h e same and a g a i n s t t h e f a i l e d bank f o r t he b a l a n c e . 
The d i f f i c u l t i e s and c o n f u s i o n which would r e s u l t a r e o b v i o u s . 

S e c . 1 1 : - Assuming f o r t h e moment t h e c o n s t i t u t i o n a l i t y 
of S e c t i o n 11 of t h e Code, t h e r e a r e q u e s t i o n s of p o l i c y i n v o l v e d 
which s h o u l d be g i v e n c o n s i d e r a t i o n . O r d i n a r i l y a n i n s o l v e n t 
bank r e c e i v e s f rom o t h e r banks , up t o the t ime of c l o s i n g , i t e m s 
drawn on i t and e n c l o s e d w i t h "cash l e t t e r s I t p a y s such i t ems 
and r e m i t s t h e r e f o r i n exchange, by a t r a n s f e r of c r e d i t s , o r i n 
dome o t h e r way. Each owner of such i t ems h a s an e q u i t a b l e , a n d 
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sometimes a l e g a l , i n t e r e s t i n the " r e m i t t a n c e " which h a s been 
o b t a i n e d f o r h i s b e n e f i t by an agen t a c t i n g i n h i s b e h a l f . I t 
i a c o n t e m p l a t e d i n S e c t i o n 11 t h a t upon t h e appo in tment of a 
r e c e i v e r a l l i t ems drawn upon or p a y a b l e by o r a t such i n s o l v e n t 
bank which have n o t been p a i d i n money or s o l v e n t c r e d i t , whe ther 
or no t t h e d r a f t of t he i n s o l v e n t bank h a s been i s s u e d t h e r e f o r , 
s h a l l bo r e t u r n e d t o t h e p r e s e n t e r of such i t e m s . I s i t no t 
c o n c e i v a b l e t h a t t h e owners of the i t ems would p r e f e r t o have , i n 
many c a s e s , a c l a i m a g a i n s t t h e i n s o l v e n t bank r a t h e r t h a n one 
a g a i n s t a s t i l l more i n s o l v e n t maker o r drawer? I a Georg ia , and 
p e r h a p s i n o t h e r S t a t e s , an u n p a i d r e m i t t a n c e d r a f t i s made a 
l i e n upon t h e a s s e t s of an i n s o l v e n t bank and the amount t h e r e o f 
i s e n t i t l e d t o p r e f e r e n t i a l payment . By j u d i c i a l i n t e r p r e t a t i o n 
of t h e common law i n o t h e r S t a t e s , the same r u l e h a s been 
e s t a b l i s h e d . I n any j u r i s d i c t i o n h e would have some k i n d of 
a c l a i m . Where p a r t i e s l i a b l e on an i n s t r u m e n t remain s o l v e n t 
d e s p i t e t h e c l o s i n g o f . a bank, i t would d o u b t l e s s be to t h e a d -
van tage o f t h e owner of such i t em to be a b l e to e n f o r c e the same 
a g a i n s t p a r t i e s l i a b l e t h e r e o n ; b u t t h e r e a r e p r o b a b l y j u s t a s 
many c a s e s where t h e r e i s more change of a r e c o v e r y a g a i n s t t h e 
bank t h a n a g a i n s t t h e p a r t i e s l i a b l e on the i n s t r u m e n t . I 
doubt whe the r i t would be f e a s i b l e to g i v e t h e h o l d e r of an i t em 
the o p t i o n of r e c l a i m i n g t h e same or of p r o v i n g a g a i n s t the bank 
f o r t he amount t h e r e o f , b u t , u n l e s s t he Code c o n f e r r e d such 
o p t i o n , i t s c o n s t i t u t i o n a l i t y would be s u b j e c t t o s e r i o u s ques t ion# 
I f t h e a g e n t of t h e owner of an i t e m h a s o b t a i n e d f o r him a 
r e m i t t a n c e d r a f t , o r an i n t e r e s t t h e r e i n , upon which a c l a i m 
a g a i n s t t h e bank may be made by him or f o r h i s a c c o u n t , i t would 
seem t o be c o n t r a r y t o the C o n s t i t u t i o n to dep r ive him of t h e 
p r o p e r t y , i n which h e h a s a l e g a l o r e q u i t a b l e i n t e r e s t , by the 
r e q u i r e m e n t t h a t t h e r e c e i v e r of t he c l o s e d bank " c a n c e l " such 
p r o p e r t y , r e t u r n i n g t o him a check o r o t h e r i n s t r u m e n t which he 
may n o t w i sh t o a c c e p t . 

S e c . 12 : - ' I have no c r i t i c i s m of S e c t i o n 1 2 . 

S e c . 13 : - I t h i n k t h a t 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 
f r o # the Code. I f t h e r e wore any need f o r the enac tment of a 
u n i f o r m s t a t u t e c o n c e r n i n g b a n k e r s ' l i e n s , such need would be 
occa s ioned l a r g e l y by t h e p r o v i s i o n s of S e c t i o n 2 of t he Code, 
t o u c h i n g t h e r e l a t i o n s h i p of a bank to p a p e r which i t h a s r e c e i v e d 
from a n o t h e r bank and w i t h r e s p e c t to which i t i s m e r e l y t h e a g e n t 
of t h e o r i g i a a l d e p o s i t o r . This c o n s i d e r a t i o n , t o my mind, 
emphasizes t h e dangers which , a s I see i t , a r e i n h e r e n t i n 
S e c t i o n 2 . 

I a p o l o g i z e f o r t h e l e n g t h of t h i s l e t t e r , b u t the im~ 
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p o r t a n c e of t he s u b j e c t h a s seemed t o j u s t i f y a complete d i s -
c u s s i o n . I do n o t w i sh to "be u n d e r s t o o d a s "being undu ly c r i t i c a l 
of a p a p e r which i s the c a r e f u l , s c h o l a r l y work of a v e r y a b l e 
l a w y e r . I t may be t h a t some of t he o b j e c t i o n s s t a t e d a r e w i t h o u t 
m e r i t and, i f so , I am open t o x c o n v i c t i o n . Every lawyer f e e l s 
a d i s t r u s t of enac tmen t s which r u n c o u n t e r t o the common law and 
which w i l l u p s e t d e c i s i o n s and p r e c e d e n t s w i t h which h e i s 
famiitiar and i t i s p o s s i b l e t h a t I have c o n j u r e d up e v e n t u a l i t i e s 
which would no t i n f a c t f o l l o w an enactment i n t o law of t h e Code. 

I have no t u n d e r t a k e n to sugges t s u b s t i t u t e s f o r t h o s e 
p o r t i o n s of t h e Code which I have c r i t i c i z e d . I f I were t o 
u n d e r t a k e t o f o r m u l a t e a code I c o u l d no t do n e a r l y so w e l l a s 
ha s Mr. P a t o n . My f e e l i n g i s t h a t any c o l l e c t i o n code , p r e p a r e d 
to cover a n y t h i n g excep t t h e few impor t an t s u b j e c t s men t ioned a t 
t h e o u t s e t of t h i s l e t t e r , would be s u b j e c t t o c r i t i c i s m and t o 
o b j e c t i o n s . 

With k i n d p e r s o n a l r e g a r d s , I am, 

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

(S) Bobt . S . P a r k e r , 

BSP/w. 
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