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-" The fdllowing sug gosu*ons rel¢tlrg to cneck ci .rances ars suhﬁl‘"ed to ths
Board for ﬁts con5¢derazloﬂ‘ :

While high sounding phrases can be framed about the avoidancs of favoritism’
and the according of unifors trsatment to all customers of a bank, there is in
reality no such vniformiiy ner would :thers be any justics im sesking to .avply what
might appear tc de superficially the same rule to all: Banks do a vast arount cf
unprofitable business, ‘and nsarly all of tham carry many accounts as a wattar of
courtesy and convénience to the dopos;tors which retsult in actual loss. .

) ' Fev:, if any, praciical bankars would conceds that thare is any 1n1ust1ce in
. allow1ng irterest on soms uccounts and refusing it on others, or ir furnishing fres
exchange facilities to some customers and declining to do so in othér cases. These
matters are-usually reguluted by rutual agreement and are bassd upon the general
value of an uccount to the bumk, the. balance and character of ths itams received
b on depesit being taken into consideration. Some dealers prefcer to rscszive interest
or. their currsnt balences und ars willing to¢ pay exchange; othars do not cars to
recsive intsrest but prefer te have their exchanges handled without chargs. Vhile
from the view point of the dank it might feel justifiszd in allowing intsrest on
accounts showirg constant and unifcrm balances, it would not consider paying any-
) thing on spasrmodic accounts; then again a bank right very well afford to give free
z exchange facilities to a customer depositing chacks in largs arounts on New York
and other financial centers while it cculd nct afford to dc so in the case of a
customer who deposits only chacks on small towns. ‘

It is not belivved that a Federal reserve bank could legally charge to a bankIs
resgrve account, over its pretest, checks drawn upon ths membar bank wiaich it had
navsr sesn.or hsard of, ror has a baszk, in fact, ths right to authorize ths payment
of a check drawn upor it at a place oth:r than at its own counter, as it might
thereby deprive the draver of his right io stop payment cn thes check.

It seerms, therefors, that ths system of clearances authorizad by the Act must
be develapad in an orderly and gradual mammer and through the cooperation of the
rnember banks. The problems invoived ir the clearance of intra-district checks are
not very different from those which must e solved in inter-district clsarirngs.

No check coming from aifher vithin or cuitsids of a district should ba. charged
to the account of u membar benk oxcept by .its consent, and no Faderal reserve bank
shoulc credit o member bunk at per on receipt with any chack irposing upon it the
burden of the time in trunsit. It is clear that a Fedoral reserve bank car credit
at pur om receipti checks druwn on rember bvarks in ite Fedsral reservea, city and
that comron business rivalry will, no doubt, induce member banks in other citiss
of a raserve districi to urrnge with ths Fadercl reservs bank, by carrying 2 de-
p051t in excass of the ressrve deposit requirzd, to churgs their ucccunts with checls
I drawn upon therselves, thereby eliminating ths factor of time in trarsit so far as
the Feder.l reserve bank is concemnsd. It is not bvelieved, howsver; that the memwbd er
banks would curse io provide for wun imiediate debit at ‘the reservs bank of any and
all checks ta.t tieir customers wmight druw und which might come into the hands of
the resarve benk. Ths Fenar¢l Reserve Act oxpressly rscognizes the principls of com-
Psnsaﬁlnn_fo‘ « member bank in paving customrers' chacks thsat have baen sent ¢ a
distant city o providing that the Feder:l Peserve Board may fix a charge thuiuv sy
be imposed bv o mamber bank upen its customers for such service. All dunkirg ox-
. parience, howsver, goes to show thut such . direct charge, at least &t tae cniset,
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