
FEDERAL RESERVE BOARD 
WASHINGTON 

ADDRESS OFFICIAL CORRESPONDENCE TO 
THE FEDERAL RESERVE BOARD L-16 

February 3, 1933. 

Dear S i r : 

For your information in connection with the proposal to rev ise 

Sections 32 and 34 of Treasury Department Circular Ho. 176 in accord-

ance with the recommendations made "by the l a s t Conference of Counsel, 

I inclose a copy of S. 257, "A B i l l au thor iz ing adjustment of the 

claim of the Baltimore Branch of the Federal Reserve Bank of Richmond',1, 

and a copy of the repor t thereon "by the Senate Committee on Claims. 

I am informed "by the Manager of the Baltimore Branch tha t the 

item in quest ion was charged to the account of i t s indorse r , the 

Merchants n a t i o n a l Bank of Baltimore, as soon as i t was re turned "by the 

Treasury Department "but that the Merchants National Bank has never 

accepted the charge and the item remains in suspense. The Manager of 

the Branch takes the view tha t the Federal Reserve Bank had a p e r f e c t 

r igh t to charge the item "back to i t s member "bank and has obtained r e -

imbursement by doing so and t h a t , t he re fo re , i t does not need any r e -

l i e f . He says the Baltimore Branch did not request the passage of 

t h i s b i l l but t h a t i t s in t roduc t ion was brought about by the a c t i v i t i e s 

of the Merchants National Bank and i t s successor, the F i r s t National 

Bank of Balt imore. 

I am somewhat d i s turbed by the s i t u a t i o n which has been crea ted 

as a r e s u l t of the Comptroller General of the United S ta t e s taking the 
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pos i t i on tha t the Baltimore Branch of the Federal Reserve Bank of 

Richmond i s the holder in due course f o r value of t h i s Government 

check and "by the precedent which would be created i f t h i s t i l l i s 

enacted on the theory tha t the Baltimore Branch has a claim as the 

"bona f i d e owner of the check. I would g r e a t l y apprec ia te an expres-

sion of your views, t he r e fo r e , as to what s t eps , i f any, should "be 

taken to p r o t e c t the i n t e r e s t s of the Federal reserve banks with 

respect to the quest ions of law involved. 

In view of the assurances f r equen t ly given "by o f f i c i a l s of 

the Treasury Department t h a t , in the event of a Federal reserve bank 

sus ta in ing any loss as a r e s u l t of "cashing" Government checks, they 

would obta in the passage of a b i l l to r e l i eve the Federal reserve 

bank, i t i s i n t e r e s t i n g to note tha t a b i l l f o r the r e l i e f of the 

Federal Reserve Bank of Richmond in the small sum of $643 has not ye t 

been enacted, al though i t was recommended by the Comptroller General 

of the United S ta tes on May 11, 1928. I t i s a lso i n t e r e s t i n g to note 

t h a t , al though the Comptroller General says t h a t , " I t i s c l e a r l y i n -

equi table and u n j u s t t h a t the holder of t h i s check should s u f f e r l o s s 

because of a mistake made in the f i r s t ins tance by the War Department 

in i t s erroneous repor t to the United S ta tes Veterans1 Bureau",1 the 

b i l l provides f o r reimbursement of only the face amount of the check 

and even i f the b i l l i s enacted, the owner of the check w i l l lose the 

use of the money from May 30, 1927, u n t i l the date of reimbursement. 

Having heard nothing from the Treasury Department regarding 

the conference wi th o f f i c i a l s of t h a t Department requested by the com-
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mi t tee appointed, a t the l a s t Conference of Counsel to nego t i a t e with 

the Treasury Department with a view of obta in ing amendments to Sections 

32 and. 34 of Treasury Department Circular No. 176, I d iscussed the 

subject a week or ten days ago with Mr. Be l l , Commissioner of Accounts 

and Deposits and again yesterday with Mr. Douglas, Ass i s t an t Secretary 

of the Treasury and f i n a l l y obtained a promise tha t Mr. Douglas w i l l 

l e t me know the f i r s t of next week when i t w i l l be poss ib le f o r the 

o f f i c i a l s of the Treasury Department to confer with the committee. I t 

appears t ha t the committee's l e t t e r to the Secretary of the Treasury 

inc los ing a copy of i t s r epor t and request ing a conference was r e f e r r e d 

to Mr. Bel l and tha t he referred, i t to two men in h i s d iv i s i on who have 

prepared, memoranda on the sub jec t , but t ha t Mr. Bel l has not ye t found 

an opportuni ty to study the mat ter and i s not prepared, f o r a conference 

and does not th ink he w i l l have time f o r such a conference u n t i l a f t e r 

the p resen t Congress adjourns on the 4th of March. However, I have 

pointed, out to both Mr. Douglas and Mr. Be l l the importance of d ispos-

ing of the mat te r without f a r t h e r delay, and I th ink there i s some 

chance of obta in ing a conference sometime t h i s month. 

Very t r u ly yours, 

Walter Vfyatt, 
General Counsel. 

TO COUNSEL FOB ALL FEDERAL RESERVE B.SKS (HEAD OFFICES ONLY) 
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