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REGULATION E 
ELECTRONIC FUND TRANSFERS

Proposed Rule

TO ALL MEMBER BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of Governors of the Federal Reserve System has
published for comment proposed amendments to Regulation E, Electronic
Fund Transfers. The proposals are in response to requests from financial 
institutions, and are designed to reduce regulatory burdens without 
giving up significant consumer protection.

Enclosed are copies of the Board's press release dated March
22, 1982, and the material as submitted for publication in the Federal
Register. Interested persons are invited to submit comments to the 
Secretary, Board of Governors of the Federal Reserve System, 20th Street 
and Constitution Avenue, N.W., Washington, D.C. 20551, to be received no 
later than May 7, 1982. Please refer to Docket No. R-0388 when
submitting comments.

Questions regarding the proposed rule should be directed to 
this Bank's Legal Department, Ext. 6171.

Additional copies of this circular and enclosure will be 
furnished upon request to the Department of Communications, Financial 
and Community Affairs, Ext. 6289.

Sincerely yours,

William H. Wallace
First Vice President

Enclosure

Banks and others are encouraged to use the following incoming WATS numbers in contacting this Bank:
1-800-442-7140 (intrastate) and 1-800-527-9200 (interstate). For calls placed locally, please use 651 plus the
extension referred to above.
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For immediate release March 22, 1982

The Federal Reserve Board today proposed for public comment four 

amendments to its Regulation E —  Electronic Fund Transfer —  to assist 

small financial institutions subject to the Electronic Fund Transfer Act and 

otherwise reduce the burden of compliance.

By the use of electronic transfer services, payments may be made 

for goods or services and withdrawals and deposits may be initiated electronically 

rather than by check.

The proposed amendments would:

1. Exempt from requirements of Regulation E transactions involving 

direct deposits made by the federal government into accounts at financial 
institutions with $15 million or less assets.

This exemption would cover only direct federal deposits to 

individual accounts in such institutions, such as deposits of interest, wage 

and salary and benefit payments to individuals. The proposed exemption would 

make no change in the requirements for financial institutions to make direct 

federal deposits promptly available to the consumer.

2. Make an exception in certain cases from the Regulation E 
requirement that a financial institution must identify, on the receipt provided 
by an EFT terminal, the type of account (such as savings or checking account) 
from which the funds were transferred. The exemption would apply to transfers 
made through an automated teller machine (ATM) that is part of a nationwide 
cash dispensing service.

The Board was asked to make this exception on the grounds that the 

consumer can make use of only one type of account in such a transaction and 

that when the transaction is made through an ATM used by many financial 

institutions the ATM is not capable of providing the information on the receipt.

The Board has previously made a similar exception applicable to point of sale 

transactions.
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3. Allow an institution that permits customers to make transfers

by telephone between savings and checking accounts to produce a monthly record 
of the transaction only on the customer's checking account statement.

At present the record of such a transaction must be provided on

monthly statements of the customer's savings and check accounts. The

customer would continue to get a report of such transactions on the monthly

checking account statement while savings account passbooks or statements would

continue to be updated in keeping with the institution's normal practice.

4. Allow banks participating in programs in which fund transfers 
are initiated by debit cards used in ATMs in foreign countries to comply with 
requirements for recording the transaction and for error resolution different 
from those applying to transactions in the United States.

This would take account of differing operational capabilities of ATMs

in use in the United States and other countries and of the time required to

obtain from abroad information necessary to settle error allegations.

The Board's proposals are stated in detail in the attached notice.

ATTACHMENT
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FEDERAL RESERVE SYSTEM

[12 CFR Par t  205]

[Req. E; Docket No. R-0388]

ELECTRONIC FUND TRANSFERS

Exemptions 
Documentation of Transfers  

Procedures for  Resolving Errors

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Proposed ru l e .

SUMMARY: Th.e Board i s  publ i shing for  comment four proposed amendments to
Regulation E. The amendments would (1) exempt from the regu la t ion  preau th or ­
ized e l e c t r o n i c  fund t r a n s f e r s  i n i t i a t e d  by the federal  government to accounts 
a t  small f inanc ia l  i n s t i t u t i o n s ;  (2) provide t h a t  in a regional or nationwide 
ATM interchange system, the  terminal  r ece ip t  need not d i sc lo se  the type of 
account a f fe c te d ;  (3) p a r t i a l l y  exempt from the  per iod ic  statement requirements 
c e r t a in  telephone t r a n s f e r s  between a consumer's accounts held a t  the same 
i n s t i t u t i o n ;  and (4) modify the documentation and e r r o r  reso lu t ion  requirements 
fo r  t r a n s f e r s  i n i t i a t e d  outs ide  the United S t a t e s .  The Board i s  a l so publ ishing 
for  comment an economic impact a n a ly s i s ,  as required by § 904(a) of the a c t .
These proposals are in response to request s from f inanc ia l  i n s t i t u t i o n s ,  and 
are designed to  reduce regula tory burdens without giving up s i g n i f i c a n t  consumer 
p ro te c t io n .

DATE: Comments must be received on or before May 7, 1982.

ADDRESS: Comments may be mailed to the Secretary,  Board of Governors of the
Federal Reserve System, Washington, D. C. 20551, or de l ivered to  Room B-2223,
20th & Cons t i tut ion Avenue, N. W., Washington, D. C. ,  between 8:45 a.m. and 5:15 
p.m. weekdays. Comments may be inspected in Room B-1122 between 8:45 a.m. and 
5:15 p.m. weekdays. All material  submitted should r e f e r  to  Docket No. R-0388.

FOR FURTHER INFORMATION: Regarding the reg u la t io n ,  con tact :  Barbara D. Ranagan,
S t a f f  Attorney,  or  John C. Wood, Senior Attorney,  Division of Consumer and Com­
munity A f f a i r s ,  Board of Governors of  the Federal Reserve System, Washington,
D. C. 20551 (202-452-3667).  Regarding the economic impact a n a l y s i s ,  con tac t :  
Frederick J .  Schroeder,  Economist, Division of Research and S t a t i s t i c s ,  Board 
of Governors of the Federal Reserve System, Washington, D. C. 20551 (202-452-2584).

SUPPLEMENTARY INFORMATION: (1) General . The major por t ion of the Elect ronic
Fund Transfer Act (15 U.S.C. 1693 et  seq.) and Regulation E went in to  e f f e c t  on 
May 10, 1980. As di scussed more fuTly below, the Board now proposes ce r t a in  
amendments in response to p e t i t i o n s  i t  has received.
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Section 904(a)(2)  of the EFT Act requi res  the Board to prepare an 
ana lys i s  of the economic impact of the regu lat ion  t h a t  con s iders ,  among other  
t h i n g s ,  the impact of the regu la t ion  on the  various p a r t i c i p a n t s  in e l e c t r o n i c  
fund t r a n s f e r  systems,  the  e f f e c t s  upon competi t ion in the provision of e l e c ­
t r o n i c  fund t r a n s f e r  se rv ices  among large  and small f inanc ia l  i n s t i t u t i o n s ,  
and the a v a i l a b i l i t y  of such se rv ices  to d i f f e r e n t  c la s se s  of consumers, 
p a r t i c u l a r l y  low-income consumers. In a d d i t i o n ,  § 603 of  the Regulatory F lex i ­
b i l i t y  Act (5 U.S.C. 603) requ i res  t h a t  proposed regu la t ions  be accompanied by 
an i n i t i a l  regu latory f l e x i b i l i t y  a n a l y s i s .  The statement  appearing in sec t ion 
(3) below s a t i s f i e s  both of these requirements .  The statement and the proposed 
amendments have been t ransm i t ted  to Congress,  as required by § 904(a)(4) of 
the EFT Act.

The Board be l ieves  t h a t  an expedited rulemaking procedure is  in the 
publ ic i n t e r e s t .  Accordingly,  the Board i s  providing a comment period shor te r  
than the 60 days spec i f ied  in the expanded procedures published by the Board 
in i t s  policy statement of  January 19, 1979 (44 FR 3957).

(2) Regulatory prov is i ons .  Section 205.3(g) - -  Preauthorized govern­
ment t r a n s f e r s  to accounts a t  small f inanc ia l  i n s t i t u t i o n s ^  The EFT Act and 
Regulation E cover preauthor ized e l e c t r o n i c  fund t r a n s f e r s  to or from consumer 
as se t  accounts ,  whether the o r ig in a to r  i s  government or p r iva t e  s e c t o r ,  whether 
t he  t r a n s f e r  i s  received in machine-readable or paper form, and whether the 
t r a n s f e r  i s  received d i r e c t l y  from an automated c lea r ing  house (ACH) or through 
a correspondent i n s t i t u t i o n  or other  intermediary.  This includes t r a n s f e r s  
(such as Social Securi ty payments) under the federal  government 's recur r ing pay­
ments program because they are made by the U.S. Treasury through an ACH.

Unlike the o f fe r ing  of other  EFT se rv ices  such as automated t e l l e r  
s e rv i c e ,  an i n s t i t u t i o n ' s  involvement in preauthor ized government t r a n s f e r s  
i s  r e l a t i v e l y  pass ive .  In the case of Social Securi ty payments, for  example, 
t he  customer takes the i n i t i a t i v e  by completing a U. S. Treasury au thor iza t ion  
form and de l ive r ing  i t  to  the f inanc ia l  i n s t i t u t i o n .  The i n s t i t u t i o n  completes 
i t s  port ion of the form and sends i t  on to the Social Secur i ty Administ rat ion,  
which then s t a r t s  sending the funds d i r e c t l y  to the i n s t i t u t i o n .  The i n s t i t u ­
t i on  may agree to  p a r t i c i p a t e  as an accommodation to the customer because t h i s  
method of payment provides g rea te r  s e cu r i ty  to the r e c i p i e n t .

Frequently a small i n s t i t u t i o n  receiving federal  recurr ing  payments 
does not engage in e l e c t r o n i c  process ing.  I t  receives  the t r a n s f e r s  through a 
correspondent  i n s t i t u t i o n ,  which sends a paper l i s t i n g  of  r e c ip i e n t s  and pay­
ment amounts to the account-holding i n s t i t u t i o n ,  al lowing i t  to  post  the  ac ­
counts manually.  The Board i s  concerned t h a t  the re  may be an undue compliance 
burden on these small i n s t i t u t i o n s ,  p a r t i c u l a r l y  in cases where the t r a n s f e r s  
a f f e c t  r e l a t i v e l y  few accounts .  Coverage by the regu lat ion  means t h a t  the 
i n s t i t u t i o n  must give i n i t i a l  d i sc losures  about the account terms,  send c e r t a i n  
addi t ional  d i sc los ures  and no t i ce s ,  maintain prescr ibed e r ro r  reso lu t ion  proce­
dures ,  and provide per iodic  statements or passbook updates in compliance with 
the  regu la t ion .
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The Board has special  au th o r i t y  with respect  to the no d i f ic a t io n  of 
regulatory  requirements for  small i n s t i t u t i o n s ;  § 904(c) of the EFT Act s t a t e s  
in par t :

The Board shal l  by regu la t ion  modify the r eq u i r e ­
ments imposed by t h i s  t i t l e  on small f inanc ia l  
i n s t i t u t i o n s  i f  the Board determines t h a t  such 
modi fica t ions  are necessary to  a l l e v i a t e  any 
undue compliance burden on small f i nanc ia l  i n s t i ­
t u t i o n s  and such modif icat ions  are co ns i s t en t
with the purpose and ob jec t ive  of t h i s  t i t l e .

The Board i s  proposing to  exerci se  t h i s  a u t hor i t y  by amending Regulation E to 
exempt federal  recurr ing  payments t h a t  are made to an account at  a f inanc ia l  
i n s t i t u t i o n  whose as se t s  are  $15 mi l l ion  or l e s s .  The $15 mi l l ion  asse t  level 
was se lected  because i t  corresponds to an as se t  level used in another  Board reg­
u la t ion  t h a t  d i f f e r e n t i a t e s  among i n s t i t u t i o n s  based on as se t  s i z e .  The Board 
s o l i c i t s  comment on whether a d i f f e r e n t  as se t  c u t - o f f  should be used, and on 
whether the re  i s  an asse t  s ize at  which compliance would not be unduly burden­
some. The Board a l so  notes t h a t  the level  of burden imposed by Regulation E 
with respect  to these t r a n s f e r s  may not be a funct ion of the f i nanc ia l  i n s t i t u ­
t i o n ' s  asse t  s ize a lone,  and s o l i c i t s  comment on what o ther  f ac tor s  might be 
taken in to  account in assess ing  the need for  an exemption. Industry commenters
should recognize,  however, t h a t  the  Board has a r e s p o n s i b i l i t y  to  consider  not
only the cos ts  and burdens on f inanc ia l  i n s t i t u t i o n s  but a l so  the cos ts  and 
be nef i t s  to  consumers.

Comment i s  a l so requested on whether the  exemption should apply 
to a broader (or to  a narrower) c las s  of  preauthor ized t r a n s f e r s .  For example, 
should there  be an exemption for  a l l  preauthorized t r a n s f e r s ,  both government 
and p r iva te  sec tor?  The Board i s  aware t h a t  preauthor ized t r a n s f e r s  i n i t i a t e d  
by the p r iva te  sec tor  may c rea te  s im i l a r  i f  not g r e a t e r  operat ional  problems for  
small f inanc ia l  i n s t i t u t i o n s .  Under present  ACH operat ing  r u l e s ,  however, an 
i n s t i t u t i o n  t h a t  agrees to accept  p r i v a t e - s e c t o r  p reauthor ized c r e d i t s  must 
also accept p r i v a t e - s e c t o r  preauthorized d e b i t s ,  p lacing consumers a t  somewhat 
g r ea t e r  r isk  i f  things  qo wrong. Comment i s  requested on whether the exemption 
might be expanded without reducing s i g n i f i c a n t  consumer pro tec t io ns  provided 
by the EFT Act and Regulation E.

Financial  i n s t i t u t i o n s  are asked to include in t h e i r  comments i n f o r ­
mation about t h e i r  asse t  s i z e ,  whether they cu r re n t ly  receive both federal  
government and pr iv a te  sec tor  t r a n s f e r s ,  and whether they o f fe r  other  EFT 
se rv ices  such as telephone b i l l  payment or ATM se rv ic e .

The proposed amendment would exempt federal  government payments from 
a l l  requirements of the EFT Act and Regulation E. The Board s o l i c i t s  comment 
on whet her  some provisions of the act  or regu la t ion  should continue to  apply - ­
f o r  example ,  t h e  prohib i t ion  on compulsory use of FFT, found in § 913 of 
t h e  a c t ,  or  the e r ro r  reso lu t ion  procedures,  se t  fo r th  in § 205.11 of the 
r e g u l a t i o n .  Commenters should  discuss the reasons they bel ieve p a r t i c u l a r  
provisions of t h i s  sor t  should (or should not) remain app l i cab le ,  and the 
r e l a t i v e  d i f f i c u l t i e s  and cost s  of compliance with the provisions in ques t ion .
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The proposal ,  s t r i c t l y  speakinq,  exempts a category of t r a n s f e r s  and 
not the  i n s t i t u t i o n .  Thus, a small i n s t i t u t i o n  t h a t  wishes to o f f e r  telephone 
b i l l  payment se rv ic e s ,  for  example, may continue to  take advantage of the 
exemption for  i t s  federal  recur r ing payments, al though the telephone t r a n s f e r s  
would be subject  to the r eg u la t i on .  A small i n s t i t u t i o n  tha t  o f fe rs  no EFT 
serv ices  o ther  than federal  recur r ing payments, of course,  would be completely 
exempt from the act  and reg u l a t io n .

Proposed § 205.3(g)(1)  se t s  for th  the  exemption, and se t s  December 31 
of each year  as the date fo r  determining whether an i n s t i t u t i o n ' s  as se t s  exceed 
the  $15 mi l l ion  l e v e l .  The Board request s comment on whether some o ther  d e t e r ­
mination date would be more appropr i a t e .  Proposed § 205.3(g)(2)  provides a 
grace period for  i n s t i t u t i o n s  t h a t  lose the exemption for  p reauthorized govern­
ment t r a n s f e r s  because t h e i r  a s se t s  grow beyond the $15 mi l l ion  l e v e l .  This 
grace period would allow time for  br inging operat ions  into compliance.

Section 205 .9(a) (3)  - -  Interchange cash dispensing s e r v i c e . For 
t r a n s f e r s  i n i t i a t e d  at  an e l e c t r o n i c  t e rmina l ,  Regulation E requi res  t ha t  the 
terminal r ece ip t  i nd ic a t e  the type of account accessed.  A bank card organiza­
t ion  has requested t h a t  the Board grant an exemption from t h i s  requirement for  
use of deb i t  cards in ATMs or cash di spensers in a planned nationwide cash d i s ­
pensing system.

Regulation E cu r re n t l y  provides an exemption from the requirement 
to  i d e n t i fy  type of account for  p o i n t - o f - s a l e  (POS) t r a n s f e r s  in which the 
access device can access only one account at  point  of s a l e .  The planned cash 
dispensing system apparent ly  faces operat ional  d i f f i c u l t i e s  s im i l a r  to  those 
t h a t  led to the Board's adoption of the POS except ion.  As in the POS s i t u a t i o n  
the consumer can access only one p a r t i c u l a r  account in the interchange system. 
However, n e i t h e r  the debi t  card nor the interchange system, involving many 
d i f f e r e n t  f i nanc ia l  i n s t i t u t i o n s  a l l  over the country,  can provide information 
on the terminal r ece ip t  regarding the type of account being accessed.

The proposed amendment would revi se  the l a s t  sentence of footno te  3 
to  § 205 .9(a ) (3) .  The rev is ion would t r e a t  t r a n s f e r s  i n i t i a t e d  in an i n t e r ­
change system the same as POS t r a n s f e r s .  As in the case of POS t r a n s f e r s ,  
the exemption would be av a i l ab l e  i f  the access device used can access only one 
p a r t i c u l a r  account when used in the interchange system. S imi lar ly ,  i t  would 
remain ava i l ab l e  in the interchange s e t t i n g  even i f  the access device can 
access more than one account when used at  the account-holding i n s t i t u t i o n ' s  
own ATMs.

"Interchange system" i s  intended to  r e f e r  to  a network or system in 
which ATMs or cash di spensers  of various f i nanc ia l  i n s t i t u t i o n s  are a va i l ab le  
to  customers of o ther  i n s t i t u t i o n s  to allow them access to t h e i r  accounts .
The Board s o l i c i t s  comment on whether t h i s  terminology adequately descr ibes  
such a system.

Section 205.9(c) ,  (d) .  and (h) - -  Telephone t r a n s f e r s  between savings 
and checking accounts. Regulation E requi res  i n s t i t u t i o n s ,  as a general r u l e ,  
to  provide a per iodic account statement for  each EFT-accessible account .  Excep 
t io ns  cu r re n t ly  e x i s t  only for  accounts ac ces s ib le  by preauthor ized c r e d i t s  but
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by no other  type of e l e c t r o n i c  fund t r a n s f e r s .  The Board has been asked to  
c r e a te  a new exception for  c e r t a in  accounts t ha t  are acces s ib le  by telephone 
t r a n s f e r s .

An as soc i a t io n  of mutual savings banks has pe t i t i one d  the Board to 
permit i n s t i t u t i o n s  o f fe r in g  telephone t r a n s f e r s  (between t r an sa c t io n  and 
savings accounts ,  fo r  example) to s a t i s f y  the per iodic  statement  requirements 
of  § 205.9(b) by providing a complying statement fo r  the t r an sa c t io n  account ,  
but not the savings account .  The as soc i a t io n  bel ieves  t h a t  the d u p l i ca t i ve  
statements cu r re n t ly  required by the regu la t ion are unnecessary for  consumer 
pro tec t ion  and are unduly cos t ly  fo r  i n s t i t u t i o n s  to  provide,  t h a t  the telephone 
t r a n s f e r  se rv ice  i s  benef ic ia l  to consumers, and th a t  many i n s t i t u t i o n s  t h a t  
have offered the se rvice  e i t h e r  have discontinued i t  or will  be forced to  do 
so because of the du p l i ca t i ve  co s t s .

Section 904(c) of the act  author izes  the Board, in adopting regu la ­
t io ns  to  implement the a c t ,  to  make such adjustments and except ions as the 
Board bel ieves  necessary and proper .  Section 904(a) d i r e c t s  the Board to 
consider  and weigh the cos ts  and ben ef i t s  of the implementing regu la t ions  to  
i n s t i t u t i o n s  and consumers, including the  exten t  to which "addit ional  docu­
mentat ion,  r e p o r t s ,  records ,  or o ther  paper work would be requ ired ."  The 
cur ren t  requirement to  produce per iodic  statements for  both accounts a f fec ted  
by a telephone t r a n s f e r  may be one whose cos ts  outweigh i t s  b e n e f i t s .  Each 
telephone t r a n s f e r  cu r re n t ly  appears ,  in e s s e n t i a l l y  dup l i ca t e  form, on the 
statement for  each account a f fe c te d .  Documentation of the t r a n s f e r  on only 
one statement may be adequate,  s ince the de scr ip t i on  shows not only the amount 
and date but a l so the type of t r a n s f e r  and type of account a f fec te d  ( for  
example, "telephone t r a n s f e r  from sav ings" ) .  In a d d i t io n ,  the customary forms 
of documentation ( e . g . ,  passbook updates or q u a r te r l y  s ta tements)  would cont inue 
to  be av a i lab le  to the consumer.

Accordingly,  the Board i s  proposing to modify the per iod ic  statement 
requirements by adding a new paragraph (h) t o  § 205.9.  The proposed paragraph 
s t a t e s  t h a t  an i n s t i t u t i o n  need not provide a per iod ic  statement for  an account 
access ib le  by telephone t r a n s f e r s  between accounts ,  so long as s ta tements  
complying with § 205.9(b) are being provided for  the o ther  account involved in 
the se rv ic e .  To qua l i fy  for  t h i s  except ion,  both accounts must be maintained 
a t  the same i n s t i t u t i o n  and be held by the same consumer; in a dd i t io n ,  the 
account for  which a complying statement i s  not provided would have to be ac ces ­
s i b l e  by telephone t r a n s f e r s  but by no other  type of e le c t r o n i c  t r a n s f e r .

The proposal would a lso amend § 205.9(c) and (d) by adding a foo tnote 
to  the e f fe c t  t h a t  an account q u a l i f i e s  fo r  the  special  t reatment  provided in 
paragraphs (c) and (d) even i f  the account i s  ac ces s ib le  by telephone t r a n s f e r s  
of the type described in paragraph (h) in addi t ion to  preauthor ized c r e d i t s .

Sect ions 205.9 ( i )  and 205.11(c)(4)  — F o r e i g n - i n i t i a t e d  t r a n s f e r s .
The EFT Act appl ies  to  f i nanc ia l  i n s t i t u t i o n s  holding consumer accounts within 
the United S ta tes  and i t s  t e r r i t o r i e s .  Althouah an ATM cash withdrawal may be 
i n i t i a t e d  abroad, i t  is  covered by the act  and Regulation E i f  i t  u l t imate ly  
deb i t s  a consumer account at  a U.S. bank. Several bank as soc ia t ions  have
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asked the Roard to  exempt e l e c t ro n ic  fund t r a n s f e r s  i n i t i a t e d  outs ide  the 
United S t a t e s .  In the a l t e r n a t i v e ,  they ask t h a t  such t r a n s f e r s  be exempted 
from c e r t a in  por t ions of the documentation and e r r o r  reso lu t ion  requirements .

Many fore ign ATMs do not comply with Regulation E r e c e ip t  re q u i re ­
ments,  nor do they nec es sa r i l y  capture the information t h a t  enables t he  I). S. 
bank to  descr ibe  the  t r a n sa c t io n  on per iod ic  s ta tements in keeping with the 
Regulation E requirements .  The f a i l u r e  to capture c e r t a i n  information a l so  
makes i t  d i f f i c u l t  fo r  a U. S. bank to  i n v e s t i g a te  a consumer's a l l e g a t i o n  of 
e r r o r  and to comply with the s t r i c t  time periods fo r  e r r o r  reso lu t ion  sp ec i f i ed  
in the reg u l a t i on .

The Board recoqnized the  same type of problem in the c r e d i t  card 
environment,  and provided r e l i e f  by relaxing the per iod ic  statement requirements 
in Regulation Z (Truth in Lending) with regard to the descr i p t ion  of foreign 
t r a n s a c t i o n s .  Similar  recogni t ion of the problems with foreign EFT t r a n sa c t i o n s  
seems appropr i a te ,  and the Board i s  proposinq to modify c e r t a in  requirements.

The f i r s t  proposed amendment would add a new paragraph ( i )  to  § 205.9.  
I t  s t a t e s  t h a t  f a i l u r e  to comply with the terminal  r ece ip t  and per iodic  s t a t e ­
ment requirements of  § 205.9 i s  not a v io l a t i o n  for  a t r a n s f e r  i n i t i a t e d  abroad,  
provided the account-holding i n s t i t u t i o n  t r e a t s  a request  fo r  documentation or 
c l a r i f i c a t i o n  concerning the  t r a n s f e r  as a not ice  of  e r ro r  and follows the e r r o r  
cor rec t i on  provis ions  of § 205.11. This means, for  example, t h a t  i f  the account 
holder request s documentation,  the i n s t i t u t i o n  must provide i t  as required by 
§ 205.11(e) .

The o ther  proposed amendment would add a new paragraph (4) to 
§ 205.11(c) .  For a l l eged  e r ro r s  involving t r a n s f e r s  i n i t i a t e d  outs ide  the 
United S t a t e s ,  the new paragraph would s u b s t i t u t e  a 90-calendar-da.y deadl ine 
for  the  45-calendar-day deadl ine t h a t  i s  genera l ly  ap p l i ca b le .  The o ther  
p rovisions of § 205.11 ( including the requirement for  provisional  re c r e d i t in g  
i f  the reso lu t ion  process t akes  longer than 10 business days) remain ap p l i ca b le .

(3) Economic impact a n a l y s i s . Section 20 5 .3(g ) . The Board proposes 
to exempt from Regulation E a l l  preauthorized federal  recurr ing  payments made 
to  consumer accounts at  f inanc ia l  i n s t i t u t i o n s  t ha t  have t o t a l  as se t s  of $15 
mi l l ion  or l e s s .  The proposal i s  based on the prel iminary f indinq tha t  
small i n s t i t u t i o n s  receiving such payments may bear a d i sp ro por t io na te ly  large 
and undue regu la tory  compliance burden r e l a t i v e  to  t h e i r  involvement in EFT.

Many small i n s t i t u t i o n s  may be sub jec t  to  Regulation E so le ly  because 
they receive preauthorized federal  recurr ing payments t h a t  were e l e c t r o n i c a l l y  
i n i t i a t e d .  These payments are p r imar i ly  Social Secur i ty  be nef i t s  t h a t  are 
c red i ted  to consumer accounts .  The compliance cos ts  incurred may be subs tan ­
t i a l .  I n s t i t u t i o n s  t h a t  receive only one or a few of those t r a n s f e r s  and tha t  
engage in no o ther  type of EFT must comply with a l arge  proport ion of Regula­
t ion  E requirements .  Moreover, many small i n s t i t u t i o n s  receive t r a n s f e r s  in 
paper form from a correspondent  bank, se rvice bureau,  or other  intermediary 
and do not themselves engage in e l e c t r o n i c  processing.
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Evidence cu r re n t l y  a va i l ab le  i nd ica tes  t h a t  r e l a t i v e l y  few small 
i n s t i t u t i o n s  o f fe r  EFT services  other  than automatic preauthorized t r a n s f e r s  
to or from consumers'  accounts .  Information is not av a i lab le  on the s izes  of 
i n s t i t u t i o n s  a c tu a l ly  o f fer ing  preauthorized t r a n s f e r s ,  but the number of small 
i n s t i t u t i o n s  o f fe r ing  those t r a n s f e r s  is  l a rge  and l i k e l y  to grow.JV The pro­
posed exemption would provide r e l i e f  for  the many small i n s t i t u t i o n s ,  including 
a l arge  number of c r e d i t  unions,  t h a t  now p a r t i c i p a t e  in the Treasury Depart­
ment 's  Direct  Deposit Program or t h a t  are expected to jo in  the program in the 
next few ye ar s .  Without the exemption, a l l  i n s t i t u t i o n s  would become subject  
to Regulation E by jo in ing  the program.

The exten t  of the cost  savings depends on the d e f i n i t i o n  of small .
The exemption could p o t e n t i a l l y  provide s i g n i f i c a n t  cos t  savings to  small 
i n s t i t u t i o n s  by reducing t h e i r  cur rent  compliance expenses and l im i t in g  t h e i r  
l i a b i l i t y  exposure for noncompliance. If  small i n s t i t u t i o n s  are defined to 
have to ta l  a s se t s  of $15 mi l l ion or l e s s ,  the exemption would p o t e n t i a l l y  a f f e c t  
4,637 (or 31.4 percent  of a l l )  commercial banks,  583 (or 14.6 percent  of a l l )  
savings and loan a s so c i a t i o n s ,  67 (or 9.2 percent  of a l l )  mutual savings banks, 
and 17,243 (or 95.5 percent  of a l l )  c r e d i t  unions.  Not a l l  small i n s t i t u t i o n s  
would ac tu a l l y  b e n e f i t ,  however. The amount of r e l i e f  would be l imi ted in t h a t
(1) not a l l  small i n s t i t u t i o n s  receive the exempted t r a n s f e r s  and (2) those small 
i n s t i t u t i o n s  t h a t  have already invested in compliance programs may f ind i t  
uneconomical to  drop t h e i r  programs, p a r t i c u l a r l y  when other  EFT se rv ices  
a re  offered or planned. I t  is  est imated t h a t  l ess  than f i ve  percent  of a l l  
U.S. t r ansac t ion  account depos i t  d o l l a r s  would be exempted.

If the proposed exemption were to  be extended to p r i v a t e - s e c t o r  
preauthorized e l e c t r o n i c  t r a n s f e r s ,  more r e l i e f  would be a va i l ab le  to small 
i n s t i t u t i o n s .  This would requi re  exempting both deb i t s  and c r e d i t s  to consumer 
accounts,  however, because deb i t s  and c r e d i t s  are op era t i on a l l y  in d i s t i n g u i sh a b le  
fo r  ACH p a r t i c i p a n t s .  The Board s o l i c i t s  comment on the  d e s i r a b i l i t y  of a 
smal1- i n s t i t u t i o n  exemption of p r i v a t e - s e c t o r  t r a n s f e r s ,  including d e b i t s ,  from 
coverage by the regu la t i on .

Consumer bene f i t s  are not l i k e l y  to  be diminished s i g n i f i c a n t l y  by 
the proposed exemption. Many consumer pro tec t ions  provided by Regulation E 
are  l ik e ly  to be provided by U.S. Treasury r u le s ,  ex i s t i n g  i n s t i t u t i o n a l  prac­
t i c e s ,  and s t a t e  laws. Furthermore, the l ikel ihood of e r ro rs  in these t r a n s ­
ac t ions  is very small .  Consumers will  benef i t  from increased a v a i l a b i l i t y  of 
automatic preauthorized federal  payments.

1/ In November 1981 the re  were 10,982 banks and 3,052 t h r i f t  i n s t i t u t i o n s  
p a r t i c i p a t i n g  in automated c lear ing  houses (ACHs) and ther e f o re  engaging 
in e l e c t r o n i c  fund t r a n s f e r ,  according to NACHA SurePay Update (Washington, 
D.C.: National Automated Clearing House Assoc ia t ion) ,  December 1981.
Because almost a l l  large i n s t i t u t i o n s  cu r re n t l y  p a r t i c i p a t e  in ACHs, fu r t her  
growth in the number of p a r t i c ip a n t s  will  come pr imari ly from small i n s t i ­
t u t i o n s .
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Public comment i s  requested on the po ten t ia l  e f f e c t s  of  the proposed 
exemption on cost s to i n s t i t u t i o n s  and on costs  and be nef i t s  to consumers.
In p a r t i c u l a r ,  comment i s  requested on the appropr ia te  asse t  level d e f i n i t i o n  of 
small i n s t i t u t i o n .  Comments should take in to  account the s ize  level  at  which 
f i na nc ia l  i n s t i t u t i o n s  are so automated or involved with other  EFT se rv ices  
t ha t  the proposed exemption would provide l i t t l e  r e l i e f .

Section 2 0 5 . 9 (a ) (3 ) . The Board proposes to  exempt t r a n s f e r s  made 
in an interchange system from the requirement t ha t  the f i nanc ia l  i n s t i t u t i o n  
id e n t i f y  the type of account accessed.  This exemption, by removing a r eq u i re ­
ment t h a t  would be p r o h i b i t i v e l y  c os t ly  to implement, i s  l i k e l y  to remove a 
b a r r i e r  to the a v a i l a b i l i t y  of nat ional  interchange se rv ices  for  consumers.
No s i g n i f i c a n t  loss  of information to consumers i s  expected from the exemption 
because only one of a consumer's accounts at  a p a r t i c u l a r  i n s t i t u t i o n  can be 
accessed by t h i s  means.

Section 205 .9(c) ,  (d) ,  and ( h ) . Some f inanc ia l  i n s t i t u t i o n s ,  i n c lu ­
ding many mutual savings banks, permit telephone t r a n s f e r s  between a consumer's 
accounts a t  the same i n s t i t u t i o n .  Monthly statements are cu r re n t ly  required 
for  both accounts involved in telephone t r a n s f e r s .  The Board proposes to  amend 
the  regulat ion so t h a t  i t  would requi re  a monthly per iodic  statement for  only 
one of the two accounts involved in such a t r a n s f e r ;  for  these t r a n s a c t i o n s ,  
the o ther  account would be exempted from Regulation E requi rements . This amend­
ment i s  expected to  reduce compliance cos ts  s i g n i f i c a n t l y  for  many i n s t i t u t i o n s  
and e l iminate  du pl ic a t iv e  paperwork. There would be no loss  of e r r o r  reso lu t ion  
procedure p r o t e c t io n s .  Evidence i s  s o l i c i t e d  on the number of i n s t i t u t i o n s ,  
accounts ,  t r a n s a c t i o n s ,  and per iodic  sta tements a f fec ted  and on the po ten t ia l  
cost  savings for  f inanc ia l  i n s t i t u t i o n s .

Sections 205.9 ( i )  and 2 05 .1 1 (c ) (4 ) . The Board proposes to exempt 
a l l  e l e c t r o n i c  fund t r a n s f e r s  i n i t i a t e d  abroad from the r e g u l a t i o n ' s  terminal  
r ec e i p t  and per iodic  statement documentation requirements .  Financial  i n s t i t u ­
t i ons  are unable to control  t erminals  used by consumers abroad,  and the proposed 
exemption would e l imina te  po ten t ia l  l i a b i l i t y  for  noncompliance with these re ­
quirements.  Error reso lu t ion  time l i m i t s  would also be relaxed to allow i n s t i ­
t u t i o n s  more time to  i n v e s t i g a te  and resolve al l eged e r ro r s  involving t r a n s f e r s  
i n i t i a t e d  abroad.  The proposed exemption may make EFT serv ices  more ac ces s ib le  
to  U.S. consumers t r a v e l i n g  abroad. There is  no expectat ion t h a t  consumer 
pro tec t ions  would be s i g n i f i c a n t l y  reduced. Comment is  requested on the a n t i c ­
ipated e f f e c t s  on cost s  to i n s t i t u t i o n s  and b en ef i t s  to consumers.

(4) Pursuant to the a u t ho r i ty  granted in 15 U.S.C. 1693b, the Board 
proposes to  amend Regulation E, 12 CFR Part  205, by adding a new paragraph (g) 
to  § 205.3,  revi s ing the l a s t  sentence of footnote  3 to § 205 .9(a ) (3) ,  a d d i n g  
a new footnote 9a to § 205.9(c) and (d),  adding new Da r a g r a p h s  (h)  and ( i )  to 
§ 205.9,  and adding a new paragraph (4) to § 205.11(c) ,  as fol lows:
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★  ★  *  -k  *

(g) Government t r a n s f e r s  to small f i nanc ia l  i n s t i t u t i o n s . (1) Any 
preauthorized t r a n s f e r  by the federal  government to  an account i f  the as se t s  of 
the account-holding f inanc i a l  i n s t i t u t i o n  a re  $15 mi l l ion  or l ess  on December 31.

(2) I f  the account-holding f i nanc ia l  i n s t i t u t i o n ' s  a s se t s  subsequently 
exceed $15 m i l l i o n ,  i t s  exemption for  t h i s  c las s  of t r a n s f e r s  shal l  terminate  
one year  from the end of the period in which the a s se t s  exceed $15 mi l l i on .

★  ★  ★  ★  *

S E C T I O N  2 0 5 . 3  - -  EXEMPTIONS

SECTION 205.9 — DOCUMENTATION OF TRANSFERS

(a) Receipts at  e l e c t r o n i c  t e r m i n a l s .***

(3) The type of  t r a n s f e r  and the type of the consumer's account (s)2/***

2/***In a t r a n s f e r  i n i t i a t e d  a t  point  of sa le  or at  remote t erminals  in an 
interchange system, the type of account need not be i d e n t i f i e d  i f  the access 
device may access only one account in such a t r a n s f e r .

* * * ★  ★

(c) Documentation for  c e r ta in  passbook accounts . In the case of a 
consumer's passbook account which may not be accessed by any e l e c t r o n i c  fund 
t r a n s f e r s  o ther  than preauthor ized t r a n s f e r s  to the account ,  9a/***

(d) Per iodic  statements for  c e r ta in  non-passbook accounts . If a 
consumer's account o ther  than a passbook account may not be accessed by any 
e l e c t r o n i c  fund t r a n s f e r s  o ther  than preauthorized t r a n s f e r s  to  the account ,  9a/***

9a/Accounts tha t  a l so are access ib le  by telephone t r a n s f e r s  described in 
paragraph (h) of t h i s  sect ion may continue to be documented in accordance with 
paragraph (c) or (d) of t h i s  sec t ion .

* ★  * * *

(h) Per iodic  statements for  telephone t r a n s f e r s . A f inanc i a l  i n s t i ­
t u t i o n  need not provide the per iodic  statement requi red by paragraph (b) of t h i s  
sect ion for  an account t h a t  may be accessed only by e l e c t ro n ic  fund t r a n s f e r s  
i n i t i a t e d  by the consumer under a telephone t r a n s f e r  plan,  i f  the telephone 
t r a n s f e r s  are to  or from an account fo r  which the f inanc ia l  i n s t i t u t i o n  provides 
a per iod ic  statement to the consumer in compliance with paragraph (b) of t h i s  
sec t i  on.
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( i )  Documentation for  f o r e i g n - i n i t i a t e d  t r a n s f e r s . Fa i lure  to  
provide the terminal  r ece ip t  and per iodic  statement reauired bv paragraphs j
(a) and (b) of t h i s  sect ion for  a p a r t i c u l a r  e l e c t r o n i c  fund t r a n s f e r  sha l l  
not be deemed a f a i l u r e  to  comply with t h i s  reg u la t i o n ,  i f :

»

(1) the t r a n s f e r  i s  not i n i t i a t e d  in a s t a t e  as defined in 
§ 205.2(k) ;  and

(2) the  f in an c i a l  i n s t i t u t i o n  t r e a t s  an inqui ry fo r  c l a r i f i c a t i o n  or 
documentation as a not ice  of e r r o r ,  and co r re c t s  the e r r o r  in accordance with
§ 205.11.

★  ★  ★  ★  ★

SECTION 205.11 - -  PROCEDURES FOR RESOLVING ERRORS

*  * *  * ★

(c) Inves t iga t ion  of e r r o r s .***

(4) If  a no t ice  of an e r r o r  involves an e l e c t r o n i c  fund t r a n s f e r  
t h a t  was not i n i t i a t e d  in a s t a t e  as defined in § 205.2(k) ,  a f i nanc ia l  i n s t i t u ­
t ion  may take up to  90 calendar  days ins tead of the 45 calendar  days sp ec i f i ed  
in paragraph (c )(2)  of  t h i s  sec t ion  to  resolve  the e r r o r .

★  *  *  ★  *

By order  of the Board of Governors, March 22, 1982.

(signed) William W. Wiles 
William W. Wiles 

Secretary  to the Board

[SEAL]




