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RECORD OF PROCEEDINGS OF CONFERENCE OF COUNSEL OF Al l FEDERAL 
RESERVE BAMS HELD IN WASHINGTON, D. C., 

ON APRIL 1 and 3, 1929. 

The conference convened on April 1, shor t ly a f t e r 9 a . 
Washington Hotel, Washington, D.C. Those present were: 

m. in the 

Mr. A. H. Weed, 
Mr. K. K. Carritik, 
Mr. !7. S. Logan, 
Mr. J . S. S i n c l a i r , 
Mr. S. Newell, 
Mr. P . L. Hoiden, 
Mr. M. G. Wallade> 
Mr. J . 8 . Walden, 
Mr. R. S. Parker , 
LIr. Carl Meyer, 
Hr. J . 4. iicCoskey, 
ivir. Ai Ueland, 
Mi-. Sigiifrd tJelAhdj 
Mr. IB. d . teedy# 
Mr. 3 . B. Stroud, J r . , 
Mr. A. C. Agnew, 

Bank of Boston, 
it " Boston, 
ii " New York, 
M " Phi ladelphia , 

. II " Cleveland, 
II " Cleveland, 
II " Richmond, 
n " Richmond, 
H " At lanta , 
II " Chicago, 
II 11 S t . Louist 
II " Minneapolis, 
II " Minneapolis, 
It " Kansas City, 
II " Dallas , 
II 11 San Francisco. 

Mr. Newton D. Baker was present during p a r t of the time on Apri l 1 s t . 

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

Af te r a "brief in t roductory statement, Mr. Wyatt, who was a t a previous 
conference e l e c t e d permanent chairman of a l l such conferences, explained 
tha t i t would he necessary f o r him to "be absent f o r a few hours to a t t end 
the argument i n the Court of Appeals of the D i s t r i c t of Columbia, of the 
case of United S t a t e s ex r e l . Apfel , e t a l . v. Mellon, e t a l . , to he argued 
on "behalf of the Federal Reserve Board "by Honorable Newton D. Baker. Mr. 
Wyatt asked l ir . Weed to a c t as temporary chairman during h i s absence. Mr. 
Weed took the cha i r and Mr. Wyatt l e f t the meeting. 

The conference then proceeded to the cons idera t ion of the business be-
fo re i t : The quest ion whether reserve balances, c o l l a t e r a l accounts and 
the proceeds of cance l led Federal reserve bank stock should be u t i l i z e d by 
Federal reserve banks to pay checks handled by them fo r c o l l e c t i o n which 
have been rcarked p a i d by the drawee banks and charged to the accounts of 
the drawers, but f o r which no remit tance or remit tances not f i n a l l y co l -
l e c t i b l e have been made, on account of tho insolvency of the drawee banks. 
In consider ing these quest ions the view tha t the reserve balances, co l -
l a t e r a l accounts and proceeds of Federal reserve bank stock should be so 
used was designated f o r convenience as Pol icy A and the contrary view as 
Pol icy B. In order to open up the d iscuss ion the temporary chairman ca l l ed 
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upon Messrs. tJeland and Mn WallSidd to explain t h e i r views with regard 
to the ques t ions before the conference. Messrs. Ueland and Mr. Wallace, 
Who favored Pol icy A, then presen ted t h e i r Views i n the mat ter , other 
members of the conference in te tpbl&t ing comments or asking quest ions 
from time to t ime. This wds fal lowed "by a statement of the views of Mr. 
Stroud, who favored Po l icy B, on the quest ions a t i s sue , with a continua-
t i o n of i n t e r r o g a t i o n s and expressions from other members of the confer-
ence. 

A f t e r some f u r t h e r d iscuss ion Mr. Weed, the temporary chairman, 
asked f o r an express ion of the views of counsel to each Federal reserve 
tank on the quest ions which were under cons idera t ion . I t was found tha t 
counsel fo r e igh t of the Federal reserve banks favored Pol icy B. Counsel 
fo r four of the Federal reserve "banks - Phi lade lphia , Richmond, Chicago 
an̂ L Minneapolis - favored Pol icy A. 

At t h i s po in t Mr. Wyatt re turned to the conference and assumed 
the c h a i r . Honorable Newton D. Baker a l so came in a t t h i s time* 

A r e s o l u t i o n was then submitted by Mr. Agnew with regard to the 
d e s i r a b i l i t y of a uniform po l i cy among Federal reserve banks on the ques-
t i ons under cons idera t ion . The r e s o l u t i o n as o r i g i n a l l y submitted was as 
fol lows: . 

"RESOLVED, That i t be the sense of t h i s conference 
tha t un i formi ty among a l l of the Federal reserve banks in the 
treatment of reserve balances, c o l l a t e r a l accounts and the 
cash surrender value of c a p i t a l stock i n r e l a t i o n to out-
s tanding cash items, i s des i rab le and tha t whether the 
p o l i c y ou t l i ned by Messrs. tJoland and Wallace on the one 
hand or the po l i cy ou t l ined by Mr. Stroud on the o ther hand 
be adopted, the a c t i o n of a l l of the Federal reserve banks 
i n r e l a t i o n to the matter under d iscuss ion should be of one 
accord ." 

Mr. Logan moved as an amendment tha t the p a r t of the p ro-
posed r e s o l u t i o n fo l lowing the word "des i rab le" be s t r i c k e n ou t . This 
op t ion was c a r r i e d and the r e s o l u t i o n in the fol lowing form was then 
unanimously adopted: 

"RESOLVED, That i t be the sense of t h i s conference 
tha t un i fo rmi ty among a l l of the Federal reserve banks in 
the t rea tment of reserve balances, c o l l a t e r a l accounts and 
the cash surrender value of c a p i t a l s tock i n r e l a t i o n to 
outs tanding cash items, i s des i r ab l e . " 

Mr. Parker then read the following d r a f t of a r e s o l u t i o n 
embodying what he considered to be the views of the ma jo r i ty of the 
conference: 

"BE IT RESOLVED tha t the fol lowing r ep resen t s the 
consensus of opinion of a m a j o r i t y of Counsel to the various 
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Federal Reserve Banks, assembled ill conference pursuant 
to the c a l l of the General Counsel to the Federal Reserve 
Board? 

"1, We construe Regulation J of the Federal Re-
serve Board as providing tha t the Federal Reserve Banks 
s h a l l take f o r c o l l e c t i o n checks sent to them f o r such pu r -
pose "by other "banks, merely as agents of the "banks from 
which the same are rece ived . We regard the po l i cy of the 
Board i n t h i s regard as being economically sound, l e g a l l y 
proper and equi tab le i n i t s a p p l i c a t i o n . 

"2. We "believe tha t i t would "be unwise to take 
any step or to formulate any po l i cy which would tend to 
change t h i s r e l a t i o n s h i p and, s p e c i f i c a l l y , t h a t i t would 
"be unwiee to attempt to superimpose upon a pure agency 
s t a t u s any i n d i c i a of ownership with respec t to the sub-
j e c t mat te r of tho agency. 

"3, We bel ieve tha t i t i s incompatible with 
such agency s t a t u s f o r Federal Reserve Banks t o s e t - o f f 
amounts doe to them, as agents f o r c o l l e c t i o n , aga ins t 
indebtedness due by them to insolvent member banks or to 
non-member c l ea r i ng banks; hence, we are of the opinion 
tha t a f t e r a bank has been c losed the Reserve Bank of i t s 
D i s t r i c t should not t h e r e a f t e r attempt to charge unre-
mi t t ed cash l e t t e r s aga ins t the reserve account of the 
c losed bank. For the same reason we bel ieve tha t a f t e r 
insolvency a remit tance d r a f t , drawn by the closed bank, 
should not be charged agains t i t s reserve account. 

"4. When a Federal Reserve Bank takes from 
one of i t s members c o l l a t e r a l f o r the payment of indebted-
ness due to i t by such member, such c o l l a t e r a l should be 
app l icab le only to the s a t i s f a c t i o n and discharge of the 
ob l i ga t i ons doe to the Reserve Bank i t s e l f . I t would be 
an unwise po l i cy , i n our opinion, to permit such c o l l a t e r -
a l to be u t i l i z e d i n the l i q u i d a t i o n or s a t i s f a c t i o n of 
debts payable to the Federal Reserve Bank as a c o l l e c t i o n 
agent . 

"5 . The s t a t u s of the c a p i t a l stock holdings 
of a member bank i n i t s Federal Reserve Bank, upon the 
insolvency or l i q u i d a t i o n of such member, i s f i x e d by the 
Federal Reserve Act and, as we construe the same, the 
proceeds of sueh holdings could only be app l i ed i n or 
toward the s a t i s f a c t i o n of debts due to the Federal Re-
serve Bank i t s e l f , as cont radis t inguished from debts 
which might be payable to the Reserve Bank as a co l l ec -
t i o n agen t . 

"6 . In our opinion, any devia t ion from the 
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p o l i c i e s , i n fu r therance of which Regulation J (as we con-
s t rue i t ) was promulgated, would e n t a i l grave dangers to 
Federal He serve Banks and would r e s u l t in the p r e f e r r i n g 
of a l i m i t e d number of c r e d i t o r s of an insolvent bank, 
cont ra ry to the l e t t e r and s p i r i t of the law as i t e x i s t s 
i n the var ious S ta t e s and as Administered i n the Courts 
of the United S t a t e s . " 

Mr. Stroud moved tha t the chairman of the conference appoint 
two committees, one represen t ing Pol icy B, the major i ty view, and one repre -
sen t ing Pol icy A, the minori ty view, to d r a f t proposed amendments to the 
Federal Reserve Board 's Regulation J and to the check c o l l e c t i o n c i r c u l a r s 
which would have the e f f e c t of incorpora t ing into the Regulat ion and the 
c i r c u l a r s the views of the major i ty and of the minor i ty , r e spec t ive ly ; 
these committees to repor t back to the conference a t 5:00 p . m. The cha i r -
man then appointed as the committee tha t represented the m a j o r i t y view, 
Mr. Stroud, Chairman, Mr. Parker , Mr. Agnew and Mr. Newell; and as the com-
mi t tee represen t ing the minor i ty view, Judge Ueland, Chairman, Mr. Wallace, 
Uti Mbyer and Mr. S i n c l a i r . 

The conference then recessed, to meet again a t 5:00 p . m. 

The conference re-convened a t 5 p.m. Mr. Stroud s t a t e d tha t 
h i s committee had not yet formulated a r e p o r t . Judge Ueland s t a t e d t h a t 
h i s committee had prepared a r e so lu t ion but tha t i t was not ye t typewri t -
t en . 

The Secre tary to the Governors• Conference a t tended t h i s 
sess ion of the Conference of Counsel and repor ted tha t the Governors would 
be glad to confer with the Conference of Counsel and suggested 2:30 p.m. 
on Tuesday as the time f o r such j o i n t conference. 

On motion made and duly adopted i t was decided to meet with 
the Governors on Tuesday a t 2:30 p . m. The Conference then adjourned to 
meet a t 9 a.m. on Tuesday. 
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Tuesday Session. 

The conference again assembled on Tuesday, Apri l 2, a t 9:00 a. m. 

Mr. Stroud then "presented to the conference the fol lowing repor t 
of the committee represen t ing Pol icy B, the major i ty view: 

"WHEREAS there now ex i s t s a lack of un i formi ty among 
the twelve Federal reserve "banks in t h e i r cons t ruc t ion of 
•Regulation J , as promulgated by the Federal Reserve Board, 
which lack of un i formi ty has given r i s e to l i t i g a t i o n in 
the pas t and holds promise of increased l i t i g a t i o n in the 
f u t u r e with c o n f l i c t i n g decis ions in var ious j u d i c i a l d i s -
t r i c t s ; and 

"WHEREAS, we deem i t of the utmost importance tha t 
a l l of the Federal reserve banks follow a uniform po l i cy 
in the respect s t a t ed : 

"BE IT RESOLVED that the fol lowing represen ts the 
consensus of opinion of the Conference of Counsel to the 
var ious Federal rese rve banks, assembled pursuant to the 
c a l l of t he General Counsel to the Federal Reserve Board: 

"1. We construe Regulation J of the Federal Reserve Board as 
intended to -nrovide tha t the Federal reserve banks sha l l take 
f o r c o l l e c t i o n checks sent to them f o r such purpose by o ther 
banks, merely as agents of the banks from which the same are 
rece ived . We regard t h i s po l i cy as being economically sound, 
l e g a l l y proper and f a i r in i t s opera t ion . 

"2. We be l ieve t h a t i t would be extremely unwise to take 
any s t ep or to formulate any po l i cy which would tend to 
change t h i s r e l a t i onsh ip and, s p e c i f i c a l l y , t ha t i t would 
be unwise to attentat to superimpose upon a pure agency s t a t u s 
any i n d i c i a of ownership with respec t to the subjec t mat ter 
of the agency. 

"3» We be l i eve tha t i t i s incompatible with such agency 
s t a t u s f o r Federal reserve banks to s e t - o f f pmounts due to 
them, as agents f o r c o l l e c t i o n , against indebtedness due by 
them to insolvent member or non-member c l ea r i ng banks; hence, 
we are of t h e opinion that a f t e r a bank has been closed the 
reserve bank of i t s d i s t r i c t being n o t i f i e d of i t s suspen-
s ion , should not t h e r e a f t e r attempt to charge unpaid cash 
items against the reserve account of the closed bank. For 
the same reason we be l i eve tha t a f t e r no t i ce of suspension 
a remit tance d r a f t , drawn by the closed bank, should not be 
charged against i t s reserve account. 

"U. When a Federal reserve bank td res from one of i t s 
members c o l l a t e r a l f o r the payment of indebtedness due to 
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i t "by such member, such c o l l a t e r a l should "be appl icab le only 
to the s a t i s f a c t i o n and discharge of the ob l iga t ions due to 
the reserve hank in i t s own r ight* I t would he an unwise 
po l icy , i n our opinion, to permit such c o l l a t e r a l to he 
u t i l i z e d in the l i q u i d a t i o n or s a t i s f a c t i o n of debts payable 
to the Federal reserve bank as a c o l l e c t i o n agent . 

"5. The s t a t u s of the c a p i t a l stock holdings of a member 
bank in i t s Federal reserve bank, upon the insolvency or 
l i q u i d a t i o n of such member, i s f i x e d by the Federal Reserve 
Act and, as we construe the same, the proceeds Of such hold-
ings could only be appl ied i n or tbwafd the s a t i s f a c t i o n of 
debts due to the Federal z'efeerve batik in i t s o*n r i g h t , as 
con t rad i s t ingu ished from debts which might be payable to 
the reserve bank as a c o l l e c t i o n agent* 

"6 . In our opinion, any deviat ion from tiieste polici tes; in 
fu r the rance of which Regulation J was promulgated, would en-4 

t a i l grave dangers to Federal reserve banks arid would r e s u l t 
i n the p r e f e r r i n g of a l imi t ed number of c r e d i t o r s of an ill-
solvent bank, contrary to the l e t t e r and s p i r i t 6f thfe law as 
i t e x i s t s in the var ious S ta t e s and as administered i n the 
Courts of the United S t a t e s . 

"7. In view of the c o n f l i c t i n g i n t e r p r e t a t i o n s which have 
been p laced upon Regulation J by the Federal reserve banks, 
r e s u l t i n g in c o n f l i c t i n g j u d i c i a l decis ions i n r e l a t i o n 
t h e r e t o , we deem i t of the utmost importance tha t Regulation 
J be so c l a r i f i e d by amendment as to r e s u l t in uni formity i n 
i t s i n t e r p r e t a t i o n and app l i ca t i on . Such amendment, we be-
l i e v e , should be made a t the e a r l i e s t poss ib le t ime. To 
accomplish t h i s purpose we recommend tha t paragraph 6 of 
Sect ion V of Regulation "J be amended to read as fo l lows; 

1 (6) The amount of any check f o r which payment 
in a c t u a l l y and f i n a l l y co l l ec t ed funds i s not r e -
ceived sha l l be charged back to the forwarding bank, 
r ega rd l e s s of whether or not the check i t s e l f can be 
r e tu rned . The owner or holder of any such check so 
charged back s h a l l , in such event, have no r i g h t of 
recourse upon, i n t e r e s t i n or r i g h t s of payment from 
any fund, r ese rve , c o l l a t e r a l or other p roper ty i n 
the possess ion of the Federal reserve bank,1 

V.e f u r t h e r recommend the e l imina t ion from paragraph 4 of 
Sect ion V of Regulation J the following: 

'or a t the option of such Federal reserve bank 
to au thor ize such Federal reserve bank to charge 
t h e i r reserve accounts or c lea r ing accounts.111 

The repor t of the committee represent ing the ma jo r i ty view was 
then made the subjec t of general d iscuss ion. Certain, amendments to the 
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language of the repor t of the committee represent ing the m a j o r i t y view Were 
then o f f e r e d and adopted. The report as thus amended, i s as fo l lows: 

"TvHEREAS there now e x i s t s a lack of uni formi ty among 
the twelve Federal reserve banks i n t h e i r cons t ruc t ion of 
Regulat ion J , as promulgated "by the Federal Reserve Board, 
which lack of un i formi ty has given r i s e to l i t i g a t i o n in 
the pas t and holds promise of increased l i t i g a t i o n in the 
f u t u r e with c o n f l i c t i n g decis ions in var ious j u d i c i a l d i s -
t r i c t s | and 

I, we deem i t of the utmost Importance tha t 
a l l of the Federal reserve barikd follow a uniform po l i cy 
in the respec* s t a t e d ! 

"BE IT RBSQLVBD tha t the fol lowing represen ts the con-
sensus of opinion of the, Conference of Counsel to the various 
Federa l reserve "banks, agseimhled pursuant to the c a l l of the 
General Cduftsel to the Jfeder&l Reserve Board: 

"1 . We construe Regtil&titiivJ of the Federal Reserve Bdftfd 
as intended to provide tha t the f e d e r a l reserve hanks sha l l 
take f o r c o l l e c t i o n checks sent to them f o r such purpose % 
other banks, merely as agents of the banks from which the 
sajze are rece ived . We regard t h i s po l i cy as being economic-
a l l y sound, l e g a l l y proper and f a i r i n i t s opera t ion . 

"2 . We be l ieve t h a t i t would be extremely unwise to take 
any s tep or to formulate any po l i cy which would tend to change 
t h i s r e l a t i o n s h i p and* S p e c i f i c a l l y , t h a t i t would be unwise 
to at tempt to superimpose upon a pure agency s t a t u s any i n -
d i c i a of ownership with respec t to the subject mat ter of the 
agency. 

"3 . We be l ieve tha t i t i s incompatible with such agency 
s t a t u s f o r Federal reserve banks to s e t - o f f amounts due to 
them, as agents f o r c o l l e c t i o n , aga ins t indebtedness due 
by them to insolvent member or non-pember c l e a r i n g banks; 
hence, we a re of the opinion tha t a f t e r a bank has been 
c losed the reserve bank of i t s d i s t r i c t being n o t i f i e d of 
i t s suspension, should not t h e r e a f t e r attempt to charge un-
p a i d cash items aga ins t the reserve account of the closed 
bank. For the same reason we bel ieve tha t a f t e r no t i ce 
of suspension a remit tance d r a f t , drawn t>y the closed bank, 
should not be charged agains t i ' t s reserve account. 

"4 . When a Federal reserve bank takes from one of i t s 
members c o l l a t e r a l f o r the payment of indebtedness due to 
i t by such member, such c o l l a t e r a l should be app l icab le only 
to the s a t i s f a c t i o n and discharge of the ob l iga t ions due to 
the reserve bank i n i t s own r i g h t . I t would be an unwise 
po l i cy , i n our opinion, to permit such c o l l a t e r a l to be 
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u t i l i z e d in the l i q u i d a t i o n or s a t i s f a c t i o n of debts payable 
to the Federal reserve bank as a co l l ec t i on a&ent. 

"5. The s t a t u s of the c a p i t a l stock holdings of a member 
bank in i t s Federal reserve batik,, upon the insolvency or 
l i q u i d a t i o n of such member,, i s f i xed by the Federal Reserve 
Act and, as we construe the same, the proceeds of such hold-
ings could only be appl ied in or toward the s a t i s f a c t i o n of 
debts due to the Federal reserve bank i n i t s own r i g h t , as 
con t rad i s t ingu i shed from debts which might be payable to 
the reserve bank as a c o l l e c t i o n agent . 

*6. I n our opinion, any devia t ion from these p o l i c i e s , 
in fu r the rance of which Regulation J was promulgated, would 
e n t a i l grave dangers to Federal reserve banks and would r e -
s u l t i n the p r e f e r r i n g of a: l imi t ed number of c r e d i t o r s of 
an insolvent bank, contrary to the l e t t e r and s p i r i t < e f the 
law as i t e x i s t s i n the various S ta t e s and as administered 
i n the Courts of the United S t a t e s . 

• "7 . I n view of the c o n f l i c t i n g i n t e r p r e t a t i o n s which 
have been p laced upon Regulation J by the Federal reserve 
banks, . r e su l t ing i n c o n f l i c t i n g J u d i c i a l decis ions i n r e -
l a t i o n t h e r e t o , we deem i t of tho utmost importance tha t 
Regulat ion J be so c l a r i f i e d by amendment as to r e s u l t in 
un i fo rmi ty i n i t s i n t e r p r e t a t i o n and a p p l i c a t i o n . Such a -
mendmeat, we be l i eve , should be made a t the e a r l i e s t pos s ib l e 
time- So accomplish t h i s purpose we recommend t h a t subjec t 
to the approval of General Counsel to the Federal Reserve 
Board* paragraph 6 of Section 7 of Regulation J be amended 
to read s u b s t a n t i a l l y as follows* 

i (6) The amount of any check f o r which payment 
i n a c t u a l l y and f i n a l l y co l l ec t ed funds i s not r e -
ce ived s h a l l be charged back to the forwarding bank, 
r e g a r d l e s s of whether or not the check i t s e l f can 
be r e tu rned . The owner or holder of any such check 
so charged back s h a l l , in such event, have no r i g h t 
of recourse upon, i n t e r e s t i n or r i g h t s of payment 
from any fund, rese rve , c o l l a t e r a l or other proper ty 
i n the possess ion of the Federal reserve bank . ' 

Tte fu r the r - recommend t h a t subjec t to the approval of 
General Counsel to the Federal Reserve Board, paragraph 4 of 
Sect ion V of Regulat ion J be amended to read s u b s t a n t i a l l y 
as fo l lows: 

• 1(4) Chocks recoivod by a Federal reserve bank on 
I t s , member or nonmember c l ea r ing banks w i l l o rd ina r i l y bo 
forwarded or presented d i r ec t to such banks and such 
banks w i l l be requ i red to. remit or pay t he r e fo r a t pa r . 
Such remit tance or payment, may be made i n cash, by bank 
d r a f t acceptable to the co l l e c t i ng Federal reserve bank, 
by o ther funds or t r a n s f e r s acceptable to the co l l e c t i ng 
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Federal reserve "bank, or "by au thor iz ing the c o l l e c t i n g 
Federal reserve hank to charge t h e i r reserve accounts 
or c l ea r i ng acccu nts.1 1 1 

Mr, Agnew then moved the adoption "by the conference of the 
amended repor t of the committee represent ing the major i ty view. Mr. Weed 
moved as a s u b s t i t u t e t h a t the repor t he re turned to tho committoo with 
i n s t r u c t i o n s tha t a r e se rva t i on clause he d r a f t e d "by the committee to 
cover the r i g h t of Federal reserve hanks i n specia l or exceptional cases 
to charge unremit ted f o r cash l e t t e r s to c o l l a t e r a l taken f o r t h i s 
s p e c i f i c purpose. Mr. Weed's subs t i t u t e motion was put to a vote and 
was l o s t hy a vote of th ree to f i v e , counsel f o r the Federal reserve 
hanks of Ph i l ade lph ia , Richmond, Chicago and Minneapolis not voting on 
t h i s motion. Counsel f o r the Federal reserve hanks of Boston, New York 
and Dallas voted in the a f f i r m a t i v e on the motion. 

Mr. Agnew's motion tha t the conference adopt the repor t of 
the ma jo r i ty committee was then voted upon. The motion was adopted hy 
a vote of e ight to four , counsel fo r the Federal reserve hanks of Boston, 
Hew York, Cleveland, At l an ta , S t . Louis, Kansas City, Dallas and San Francisco 
•ffoting i n the a f f i r m a t i v e , and counsel fo r the Federal reserve hanks of Ph i l a -
delphia , Richmond, Chicago and Minneapolis voting i n the negative* 

In connection with the vote on the adoption of the repor t of the 
ma jo r i t y committee, Messrs. Weed, Logan and Stroud s t a t e d tha t they voted 
f o r t h i s r epor t with the understanding tha t the r epor t of the committee i s 
not intended to ca r ry with i t any impl ica t ion tha t a Federal reserve hank may 
not make spec ia l arrangements to insure the payment of checks i n s p e t i a l cases. 

The fo l lowing repor t of the committee r ep resen t ing Pol icy A, the 
minori ty view, was r e a l to the conference: 

"We, the undersigned, represen t ing the Federal Reserve Banks 
of Chicago, Minneapolis, Ph i lade lph ia and Richmond, are unable 
to concur in the recommendation of the ma jo r i ty of the Conference 
of Counsel and i n l i e u of the amendment recommended hy tho major i ty 
we recommend tha t paragraph 4 of Sect ion V of Regulat ion J ho a -
mended to read as fo l lows: 

•(4)Checks received hy a Federal reserve hank on i t s 
member or no member c l ea r i ng banks w i l l o r d i n a r i l y be forwarded 
or p resen ted d i r e c t to such banks and such banks w i l l be requ i red 
to remit or pay the re fo r a t par* Such remit tance or payment may 
be made in cash, by bank d r a f t acceptable to the c o l l e c t i n g Fed-
e r a l r e se rve ba$k, by other funds or t r a n s f e r s acceptable to tho 
c o l l e c t i n g Federal reserve bank, or by au thor iz ing the c o l l e c t i n g 
Federal reserve bank to charge t h e i r reserve accounts or cloarii^g 
accounts .* 

"The objec t <5f t h i s amendment i s merely to c l a r i f y the mean-
ing of the e x i s t i n g paragraph. 
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"We recommend, that? paragraph 6 of Sect ion V of Regulation 
J be amended so as to Have i t read as fol lows: 

*(6) The amount of any check f o r which payment in 
a c t u a l l y and f i n a l l y co l l ec t ed funds i s not received may "be 
charged "back to the forwarding "bank regard less of whether or 
not the check i t s e l f can "be re turned, "but the Federal reserve 
"bank nay charge the amount of any chock n o t re turned unpaid 
to the reserve account, or c l ea r ing account, as the caso may 
be, of the bank from which such payment was not received, and. 
nay ho ld any othor proper ty of such bank i n i t s possess ion as 
s ecu r i t y f o r payment of such check. The r i g h t so to do s h a l l , 
however, bo subordinate and without p re jud ice to a l l o ther 
r i g h t s of the Federal reserve bank upon such reserve account 
and c l e a r i n g account and to such other proper ty i n i t s possess ion . 1 

"Our reasons f o r recommending the amendment l a s t mentioned 
a re as fo l lows; 

"The Federal Reserve Board i n promulgating Regulation J has 
s t a t e d t h a t i t de s i r e s to a f f o r d to the publ ic and to the various 
banks of the country a d i r e c t , expedi t ious, and economical system 
of check c o l l e c t i o n and set t lement of balances and f o r t h a t purpose 
has arranged to have each Federal reserve bank exerc ise the func-
t i o n of a c l ea r i ng house and co l l ec t checks for such of i t s member 
and non-member c l ea r ing banks as des i re to ava i l themselves of the 
p r i v i l e g e and the Board f u r t h e r requ i red in it s Regulation t h a t 
each Federal reserve bank sha l l exerc i se the func t ion of a c l e a r -
ing house and c o l l e c t chocks under the general terms and condi t ions 
t h e r e i n a f t e r sot f o r t h and tha t each member bank and non-member 
c lear ing tank s h a l l cooperate f u l l y in the system of check c l e a r -
ance and c o l l e c t i o n f o r which p rov is ion i s made i n the Regulat ions . 
When the Federal r e se rve banks were made c l e a r i n g houses f o r t h e i r 
member banks we th ink i t was not contemplated t h a t the banks on 
which chocks wore drawn should be a t l i b e r t y to convert the chocks 
and p lace the owners of chocks presented through the c loar i rg sys-
tem in the p o s i t i o n of c r e d i t o r s of an insolvent bank. This amondr-
ment i s suggested from the po in t of view tha t the Federal Reserve 

Board should make p rov i s ion f o r holding each member of the c l ea r i ng 
house as f a r as poss ib le to i t s ob l iga t ion to the o ther members of 
the c l e a r i n g house. 

"Whenever a check i s cancel led by the drawee bank and charged 
to the account of the drawer, the drawer i s by the grea t weight 
of a u t h o r i t y r e l eased from l i a b i l i t y to the holder and the holder 
i s r equ i r ed to look to the drawee bank. The holder seldom knows 
or has oppor tuni ty to i n v e s t i g a t e the condi t ion of the bank upon 
which a check h e l d by him i s drawn. Hence, when he i s forced to 
r e l e a s e the drawer, h i s o r ig ina l debtor , and to assume the p o s i t i o n 
of a c r e d i t o r of the drawee bank and sus ta ins any l o s s because such 
bank f a i l s to remit or pay f o r a check Which has been cance l led so 
t h a t he can n e i t h e r obta in the r e t u r n of the check nor c o l l e c t the 
amount of i t , the holder f e e l s tha t he has a j u s t cause of d i s -
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s a t i s f a c t i o n with the System which has p laced him in t h i s 
p o s i t i o n . 

"Since the check c o l l e c t i o n system was, as we have poin ted 
out above, e s t ab l i shed pr imar i ly fo r the s a f e t y , conveniences, 
and "benefit of the "business publ ic , i t i s h ighly des i rable to 
avoid l o s s e s to the publ ic from such a s i t u a t i o n whenever i t 
i s pos s ib l e to do so and such los ses can be avoided i n most 
cases i f the Federal reserve bank has the r i g h t to r e s o r t to 
the reserve balance of a f a i l e d member bank and to the proceeds 
of e x i s t i n g c o l l a t e r a l to p ro t ec t the holders of checks deposi ted 
f o r c o l l e c t i o n a f t e r the p r i o r demands of the Federal rese rve 
banks a re s a t i s f i e d . 

"We consider t h a t the primary purpose of the reserve balance 
i s to enable the member banks to meet withdrawals and the p r i n c i -
p a l way i n which withdrawals a re made i s by checks drawn on the 
member bank, most of which are presented through the Federal r e -
serve banks. Hencfe, the reserve deposi t of a member bank i n the 
hands of a Federal reserve bank may appropr ia te ly and cons i s t en t l y 
wi th in the s p i r i t of the Federal Reserve Act be made app l icab le 
to the payment of checks presen ted through the Federal reserve 
banks r a t h e r than he ld as a p ro t ec t i on f o r the general c r e d i t o r s 
of the member bank, 

"We are informed tha t commercial banks i n the p a s t , while 
l i m i t i n g t h e i r l i a b i l i t y f o r f a i l u r e to c o l l e c t checks deposi ted 
with them, have, never the less , used any funds or proper ty i n 
t h e i r possess ion belonging to the drawee bank for the b e n e f i t of 
endorsers . P r a c t i c a l l y a l l j u d i c i a l decis ions that have come to 
our a t t e n t i o n are i n accord i n sus t a in ing the r i g h t of the forward-
ing bank to do t h i s and we be l ieve tha t Federal reserve banks 
should adopt the p o s i t i o n so sanctioned by the p r i o r usage of 
commercial banks in co l l ec t i ng checks and a f f o r d to the deposi tors 
complete p r o t e c t i o n aga ins t the de fau l t of the drawee bank when i t 
i s ^prac t icable to do so. 

"We do not th ink that t h i s p lan , which we recomnen&d,gives 
any undue p re fe rence to persons c o l l e c t i n g checks through f e d e r a l 
rese rve banks, f o r such persons only obta in payment on checks on 
which the drawers a re r e l eased and which a re , t h e r e f o r e , ' deemed 
p a i d so f a r a s the drawers, who are the deposi tors of the f a i l e d 
bank, a re concerned. 

"Federal reserve banks are f r equen t ly under compulsion to 
forward items d i r e c t to a member bank known to bo i n an extended 
condi t ion . To send a messenger to c o l l e c t i n cash i n such a case 
would o f t e n r e s u l t i n the suspension of the drawee bank, owing to 
a mere temporary shortage of ava i l ab le funds . Yet any o ther method 
of c o l l e c t i o n i n such a .case might c o n s t i t u t e negligence and 
c r e a t e l i a b i l i t y on the p a r t of the Federal rese rve bank to de-
p o s i t o r s of checks. The po l icy we suggest has the advantage of 

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



—8— X-6289 3 5 * 7 

reducing such l i a b i l i t y , which we "believe i s unavoidable in 
many cases , to a minimum." 

Counsel f o r the Federal reserve banks of Ph i lade lph ia , Richmond, 
Chicago and Minneapolis s t a t e d tha t they favored the adoption of the above 
repor t r ep resen t ing the minori ty view. 

On motion of Mr. Agnew, the conference then adopted the fol lowing 
r e s o l u t i o n prepared by a committee cons i s t ing of Messrs. Parker , McConkey, 
and Wallace, in respec t to the memory of the l a t e Mr. Charles L. Powell, 
who was u n t i l h i s recent death, counsel f o r the Federal Reserve Bank of 
Chicago: 

"The Counsel represen t ing the var ious Federal 
Reserve Banks have learned with the deepest 
r e g r e t of the death of Mr. Charles L. Powell, 
l a t e of the Chicago Bar and f o r many years 
counsel to the Federal Reserve Bank of t h a t 
C i ty . 

*He passed from the scene of h i s va r i ed and 
u s e f u l e a r t h l y a c t i v i t i e s on the eve of a Confer-
ence of h i s col leagues , the counsel of the several 
Reserve Banks. In that Conference, now prepar ing 
to ad journ , h i s genia l presence and h i s sound 
conservat ive advice have been sore ly missed, and 
i t i s des i r ed t h a t a t r i b u t e be pa id to h i s l i f e 
and c h a r a c t e r . 

"He was a lawyer of splendid a t ta inments and of un-
usua l a b i l i t y , profoundly learned i n the law and 
possessed of a fund of wholesome common sense . 

"As an advocate he was persuasive and f o r c e f u l , 
and, being a man who respected the law and loved 
h i s p rof ease ion, h i s viewpoints were never molded 
by cons idera t ions of mere expediency. Having a 
l o g i c a l and j u d i c i a l mind, he was p e c u l i a r l y 
f i t t e d to serve as an adviser and counse l lo r . 

"He was the soul of honor and i n t e g r i t y - honest 
i n thought as wel l as in h i s a c t a . His p e r s o n a l i t y 
a t t r a c t e d a t f i r s t acquaintance and h i s s t e r l i n g 
q u a l i t i e s r ipened such a t t r a c t i o n s in to r e a l a f -
f e c t i o n and f r i e n d s h i p s . 

"Within the r e s t r i c t e d bounds of a r e s o l u t i o n of 
sympathy and esteem i t i s impossible to do j u s t i c e 
to the cha rac te r , a t ta inments and r e a l worth .of the 
f r i e n d , whose l o s s we so deeply f e e l . I t is f i t t i n g , 
however, t ha t o thers should know something of the 
h igh opinion i n which he was he ld by those with whom 
he came i n con tac t , 
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"THEREFORE, to the end. tha t h i s memory may "bo honored. 
and. t ha t the sympathy of t h i s "body may "be expressed to 
the "bereaved family, EE IT RESOLVED by the Counsel to 
the twelve Federal Reserve Banks, i n conference a s -
sembled, t h a t the above and foregoing "be adopted as 
express ing i n some measure our admiration, esteem and 
a f f e c t i o n f o r Mr. Powell; t ha t a copy of t h i s reso lu-
t i on "be spread upon the records of t h i s Conference and 
a copy he fu rn i shed by the Secretary to the members of 
h i s fami ly ." 

The Conference then adjourned, a t 12;30 p . n . 

Meeting with Governors. 

At 2:30 p . m. the Conference of Counsel net with the Governors' 
Conference to discuss the sub jec t s which had been under cons idera t ion by 
the Counsel. The Chairman of the Governors' Conference f i r s t c a l l ed upon 
Mr, Wyatt, the Chairman of the Conference of Counsel, to make a statement 
a s to the mat ters under d iscuss ion and the recommendations of the Counsel. 
Mr. Wyatt s tated, the problem and the ac t ion taken by the Conference of 
Counsel4 He read the r e s o l u t i o n of the Conference of Counsel express ing 
the d e s i r a b i l i t y of a uniform po l i cy and then read the r epor t of the com-
mi t t ee r ep resen t ing the ma jo r i t y view as adopted by the Conference, t o -
gether with the statement of r e se rva t ion of Messrs. Weed, Logan and Stroud. 
He a l so read the repor t of the committee represen t ing the minor i ty view. 
The Chairman of the Governors' Conference then c a l l e d upon various members 
of the Conference of Counsel to express t h e i r views upon the quest ions under 
cons idera t ion . Questions were addressed by the Governors to the Counsel and 
the sub jec t genera l ly discussed between the Governors and the Counsel. 

Mo a c t i o n was taken by the Governors while the Counsel were p r e s -
ent and a t 5:15 the j o i n t conference between the Governors and the Counsel 
was concluded. 

(Signed) George B. Vest, 
Sec re ta ry . 
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