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FEDERAL RESERVE BOARD 

WASHINGTON 

a d d r e s s o f f i c i a l c o r r e s p o n d e n c e t o 
t h e f e d e r a l r e s e r v e b o a r d X-7193 

June 30, 1932. 

SUBJECT: Pro tes t of Checks i n Event of Closing of 
Drawee Bank. 

Dear S i r ; 

I i nc lo se herewith a copy of a l e t t e r received "by 

the Federal Reserve Board from Mr. George DeCamp, Chairman 

of the Board of Directors of the Federal Reserve Bank of 

Cleveland, advis ing tha t h i s "bank has decided to d iscont inue 

the p r a c t i c e of r equ i r ing the p r o t e s t of checks f o r which 

a c t u a l payment has not "been received due to the c los ing of 

the drawee "bank and which have been t r ea t ed as dishonored a t 

the request of the indorsers under the provis ions of the 

Uniform Bank Col lec t ion Code, together with a copy of the 

l e t t e r of advice used "by the Federal reserve hank i n such 

cases . This i s submitted f o r the information and considera-

t i o n of your hank. 

Yours very t r u l y , 

Chester Mor r i l l , 
Secre ta ry . 

Inc losu res . 

TO CHAIRMEN OF ALL F. R. BANKS EXCEPT CLEVELAND. 
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C O P Y X-7193-a 

FEDERAL RESERVE BAM 

OF CLEVELAND 

June 25, 1932. 

Mr. Chester Mor r i l l , Secre tary , 
Federal Reserve Board, 

Washington, D. C. 

Dear Mr, M o r r i l l j 

I have your l e t t e r of June 22, with r e fe rence to your 
l e t t e r of Apr i l 4 and my reply of Apr i l 11, regarding the p r o t e s t 
of a check f o r $28.00 drawn on the Ci t izens National Bank, Harlan, 
Kentucky, which was t r ea t ed as dishonored under the Uniform Bank 
Col lec t ion Code i n e f f e c t i n the Commonwealth of Kentucky. 

I advised you i n my l e t t e r of Apr i l 11, t h a t we had un-
der cons idera t ion and would undoubtedly adopt a change i n our i n -
s t r u c t i o n s regarding the p ro t e s t of checks dishonored as a r e s u l t 
of the c los ing of the drawee bank. Wa have now d e f i n i t e l y decid-
ed upon a po l icy which w i l l make i t unnecessary to change the pro-
v i s ions of our c i r c u l a r l e t t e r . 

You w i l l note from the enclosed current c i r c u l a r l e t t e r 
No. 7 on the subjec t "Collect ion of Cash Items" t h a t t h e r i g h t i s 
reserved to r e t u r n without p re sen ta t ion any items drawn on "banks 
which may have withdrawn, or may have been removed, from the par 
l i s t , or which may have been reported c losed. I t has long been 
our p r a c t i c e to waive p r o t e s t on checks which a r e re tu rned as a 
r e s u l t of the c los ing of the drawee bank; t h i s disposes of the 
matter of p r o t e s t i n so f a r as i t app l i e s to checks which a r e ac tu -
a l l y re turned be fore they a re charged to the maker's account . 

With respec t to checks which have been charged to the 
drawer 's account p r i o r to suspension but f o r which a c t u a l payment 
has not been rece ived , i t was our p r a c t i c e as ind ica ted i n my l e t -
t e r of Apr i l 11 to r e q u i r e the p r o t e s t of such checks as may have 
been t r e a t e d as dishonored a t the request of the endorsers under 
the provis ions of the Uniform Bank Col lect ion Code adopted i n sev-
e ra l of the s t a t e s i n t h i s d i s t r i c t . We have now d e f i n i t e l y 
changed our p r a c t i c e i n t h i s regard , and sha l l h e r e a f t e r when such 
checks a r e charged back to the endorsers under the provis ions of 
Regulation J and our c i r c u l a r , n o t i f y the endorsers t h a t the r i g h t 
to t r e a t as dishonored may be exerc ised , but t ha t i n the event the 
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FEDERAL EE SERVE BAH 

OF CLEVELAND 

Mr. Chester Mor r i l l , Secretary - 2 - June 25, 1932. 

endorsers e l ec t to t r e a t such checks as dishonored, p r o t e s t w i l l 
be waived unless we a r e i n s t ruc t ed to the cont rary . A specimen 
copy of our l e t t e r of advice i n such cases i s a l so enclosed. 

Our counsel a r e of the opinion tha t t h i s p r a c t i c e i s 
sound and w i l l avoid the r e p e t i t i o n of complaints such as t ha t 
which was the subjec t of your l e t t e r of Apri l 4 . 

Very t r u l y yours , 

(S) Geo. DeCamp 

Chairman of the Board. 

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



C O P Y . W l 9 3 - b 

FEDERAL EBSERVE BAH 

OF CLEVELAND 

Date 

Nat ional Bank 

Gentlemen: 

We have charged your account to cover the 
items l i s t e d below forwarded to the 
f o r c o l l e c t i o n and remit tance , hut t h a t hank was placed 
i n the hands of the National Bank Examiner be fo re ac tua l 
payment was rece ived . 

Unless you n o t i f y us to do otherwise, we w i l l 
include these items i n the claim which we w i l l f i l e a~ 
ga ins t the a s s e t s of the f a i l e d bank. 

Under the law now i n e f f e c t we as the agent 
co l l ec t i ng bank a r e a l so permit ted by giving no t i ce to 
the Receiver or Examiner i n charge to e l ec t to t r e a t 
checks drawn on a closed bank as dishonored and secure 
t h e i r r e t u r n . In the event such checks a re t r e a t e d as 
dishonored the holders w i l l have recourse aga ins t p r i o r 
p a r t i e s but they cannot be included i n our claim. 

The s t a t u t e r equ i res t h i s e l ec t ion to be 
"exercised with reasonable d i l i gence" . Therefore , i n 
the event you d e s i r e tha t we e l ec t to t r e a t any of the 
checks as dishonored, you must forward your i n s t r u c t i o n s 
together with the name of the Drawer and Payee t o us as 
soon as p o s s i b l e . P ro tes t w i l l be waived on a l l items 
so re turned un less we a r e s p e c i f i c a l l y i n s t r u c t e d t o the 
con t ra ry . 

Very t r u l y yours , 

Ass i s t an t Cashier . 
Date and t o t a l of your cash l e t t e r Amount of items 

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




