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Dear Sir:. 

I... send you herevvith for your information three copies of 

a report submitted to the Federal Reserve Board, under d~te of 

l>hrch 12th, by the Committee of Five of the Americ~n Ba.nkers As-

sociation. 

The Cornmitte.e of Five is the successor vf the Cormnittee 

of Twenty-five, which tried to work out und fina.lly offered in 

Congress 4n amendment to the Feder~l Reserve Act known us the 

~rdwick Amend~ent. 

In the opinion of the Feder"'"l Raserve Bo ... rd it would be 

very desira.ble if some equit ... ble method could be devised o·f har-

monizing a.ll bunking a.nd business interests of the country in the 

matter of check collections. However, we are not prepared to say 

that the method suggested by the Committee of Five is the best meth-

od. I huve entertained the opinion tha.t the small country banks 

were entitled to some concessions in the r.1c:~.tter of remitting to the 

large cities; thut at the present time the bunks in the larger 

cities, and especially in those cities where Federal Reserve Banks' 

or br ... nches thereof ~re loeuted, h~ve ~ very import~nt advantage 

over country banks; a.n adv~ntage which will grow as the f~cil-

ities of the Feder~l Reserve banks and the gold settlement fund dre 
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further developed. 

One w~y of meeting this, which has occurred to me would 

be to permit two cla.sses of checks to be used: Cl~ss "A"' checks, 

which might be printed in some uniform color, and Class "B'' checks 

which might be printed in (;1. different distinctive color. Class "A" 

checks would be collectible at pC;~.r with no deduction for collection 

chC;~.rge, but with a charge for immediate credit when credit is given 

in ddvunce of the collection of the funds. Cl~ss "B-'' checks o would 

be subject to ~ collection chC;~.rge a.nd the drawee bank would be per­

mi~ted to collect a ch~rge of, say 3~ or 4~ per item, with a uni­

form charge against the public of, say 5~ per item. 

If such a system were considered feasible, I would pro­

pose to deny banks in Federal Reserce Cities or in cities where 

there ~re brunches of Federal Reserve B~nks or in cities having ~ 

population of over, say 50,000 to 100,000 inh~bitants, the privi­

lege of using Class "ill' checks ~nd compel them to use Class "A" 

checks. Cities a.nd towns'outside of this clt:~.ss would be permitted 

to use Cluss "B" checks if they so desired. The udva.ntuge of this 

method would be thut the druwer of such a check would be on notice 

thut if he sent the check outside of his town it would be subject 

to a definite collection fee which he could add to the face of his 

remittance. 

~t is highly desirdble that the suggestion of the Committee 

of Five be considered at the coming meeting of Transit l!anagers, 

and even though no fina.l or definite conclusion is arrived at, it 
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is hoped· that it c<:~.n be discussed and that o. recomm~nda.tion be 

submitted to the B~ard or to the Eoa.rd 1 s Committee on Clearing. 

I will thank ¥ou, therefore, to bring this matter to the atten• 

tion of the Executive cffic.ers of your bank itnmec!iately, 

F. A. DELANO 

Chairman, Committee on Clearing. 
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