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DALLAS, TEXAS 75222

Circular No. 82-145 
November 10, 1982

AMENDMENT TO REGULATION E

ELECTRONIC FUND TRANSFERS

TO ALL MEMBER BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of Governors of the Federal Reserve System has amended,
effective  October 12, 1982, its Regulation E, Electronic Fund Transfers. The Board 
acted a fte r consideration of comments received on proposals published in March 
1982. The proposals were outlined in Circular No. 82-37 dated April 2, 1982.

The Board has adopted four amendments to  Regulation E which call for:

1. An exemption from the regulation, for financial institutions whose 
assets do not exceed $25 million, for preauthorized transfers by 
government agencies and private corporations.

2. An exemption from the need to disclose, on term inal receipts, the 
type of account involved in an autom ated te ller machine transaction, 
where only a single account can be accessed.

3. An exemption from the requirem ent to provide a periodic sta tem ent 
for each account when a transfer is made between accounts of the 
same consumer in the same institution.

4. Modifications to the requirem ents for documentation and error 
resolution procedures for transfers initiated outside the United 
States.

A ttached are copies of the Board's press release dated October 7, 1982 
and the m aterial submitted to the Federal Register detailing the amendments to 
Regulation E.

Any questions regarding this circular should be directed to this Bank's 
Legal Departm ent, Extension 6171.

Additional copies of this circular will be furnished upon request to the 
Departm ent of Communications, Financial and Community Affairs, Extension 6289.

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.

Sincerely yours,

William H. Wallace 
First Vice President

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



FEDERALRESERVEpressrelease

For immediate release October 7, 1982

The Federal Reserve Board today announced adoption of amendments 

to Regulation E, Electronic Fund Transfers. These amendments are effective 

October 12, 1982. The Board acted after consideration of comment received 

on proposals published in March.

The amendments call for:

1. An exemption from the regulation, for financial institutions 

whose assets do not exceed $25 million, for preauthorized transfers by 

government agencies and private corporations.

2. An exemption from the need to disclose, on terminal receipts,

the type of account involved in an automated teller machine transaction,

where only a single account can be accessed.

3. An exemption from the requirement to provide a periodic 

statement for each account when a transfer is made between accounts of the 

same consumer in the same institution.

4. Modifications to the requirements for documentation and

error resolution procedures for transfers initiated outside the United

States.

The rules are intended to reduce regulatory burdens without 

giving up significant consumer protection.

Separately, the Board decided to take no action on its proposals 

of July and August 1982 to amend Regulation Z (Truth in Lending) with 

respect to disclosures in connection with seller's points.

The Board's notice amending Regulation E is attached.
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FEDERAL RESERVE SYSTEM

12 CFR Part  205 

[Reg. 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: Final r u le .

SUMMARY: The Board is  adopting four amendments to Regulation E, Elec tronic
Fund Trans fe rs ,  The amendments will  (1) exempt from the regulat ion  pre 
authorized e l e c t ro n ic  fund t r a n s f e r s  to  or from accounts a t  f inancial  i n s t i t u 
t io n s  with a s se t s  of $25 mi l l ion  or l e s s ;  (2) provide t h a t  the terminal rece ip t  
need not d i sc lo se  the type of account involved,  in an automated t e l l e r  machine 
t r a n sac t io n  where only one p a r t i c u l a r  account can be accessed by the consumer;
(3) exempt from d up l ica t ive  per iodic  statement requirements c e r t a in  t r a n s f e r s  
between a consumer's accounts held at  the same i n s t i t u t i o n ;  and (4) modify 
documentation and e r ro r  reso lu t ion  requirements for  the t r a n s f e r s  i n i t i a t e d  
ou ts ide  the United S ta t e s .  These amendments are in response to requests  from 
f inanc ia l  i n s t i t u t i o n s ,  and are designed to  reduce regulatory burdens without 
giving up s i g n i f i c a n t  consumer p ro tec t ion .

EFFECTIVE DATE: October 12, 1982.

FOR FURTHER INFORMATION: Regarding the r egu la t ion ,  con tact :  Jesse  B. F i lk ins
or  John C. Wood, Senior Attorneys,  Division of Consumer and Community A f fa i r s ,  
Board of Governors of the Federal Reserve System, Washington, D.C. 20551 
(202-452-3867). Regarding the economic impact a n a ly s i s ,  contact :  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 E lect ronic  Fund Transfer  Act
(15 U.S.C. 1693 et  seq. ) governs any t r a n s f e r  of funds t h a t  i s  e l e c t r o n i c a l ly  
i n i t i a t e d  and thaT deo i t s  or c r e d i t s  a consumer's account .  This s t a t u t e  i s  
implemented by the  Board's Regulation E. In March 1982 (47 FR 12997), the 
Board proposed four  amendments to the regulat ion  t h a t  would reduce f inanc ia l  
i n s t i t u t i o n s '  compliance cos ts  and allow for  the continued development of 
e l e c t r o n i c  fund t r a n s f e r  (EFT) se rv ic e s .  The Board has now adopted the 
amendments.
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Section 904(a)(2)  of the EFT Act requires  the Board to  prepare an 
ana lys is  of the economic impact of the regulat ion  th a t  cons iders ,  among other  
t h i n g s ,  the impact of the regulat ion on the var ious p a r t i c ip a n t s  in the e l e c 
t r o n ic  fund t r a n s f e r  system, the e f f e c t  upon competit 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 inancial  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 ses  of consumers, p a r t i c u 
l a r l y  low-income consumers. In a d d i t io n ,  § 604 of  the Regulatory F l e x i b i l i t y  
Act (5 U.S.C. 604) requires  t h a t  f inal  r egu la t ions be accompanied by a regula tory  
f l e x i b i l i t y  a n a ly s i s .  The statement  appearing in sect ion (3) below s a t i s f i e s  
both of these requirements .  Two ta b l e s  of data used in the ana lys is  are not 
being publ ished,  but may be obtained by wri t ing  to  Frederick J .  Schroeder a t  
the address indicated above under ("For Further  Information").

To the extent  t h a t  these amendments modify pos i t ions  s ta te d  in the 
Off ic ia l  S ta f f  Commentary to  Regulation E, the commentary i s  superseded. Changes 
r e f l e c t i n g  the amendments will  be incorporated when the commentary is  updated.

(2) Regulatory p rov is ions . Section 205.3(g) - -  Preauthorized 
t r a n s f e r s  t o  and from 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 a l l  fund t r a n s f e r s  th a t  are  
e l e c t r o n i c a l l y  i n i t i a t e d  and th a t  access accounts es tab l i shed  pr imari ly  for  
persona l ,  family,  or household purposes.  This includes preauthorized e l e c t r o n i c  
fund t r a n s f e r s  (such as Social Securi ty  payments, payrol l d e p o s i t s ,  and 
insurance payments) which o r ig in a te  with an au thor iza t ion  by the consumer whose 
account i s  a f fec ted .  Applicable requirements of Regulation E include d isc lo sure  
of c e r t a in  account terms, per iodic  s tatements of a c t i v i t y  in the account ,  and 
prescr ibed  e r ro r  reso lu t ion  procedures,  among o the rs .

In March 1982, the Board proposed to  exempt from the requirements of 
the  regulat ion  t r a n s f e r s  under the federal  recurr ing payments program for  a l l  
f inanc ia l  i n s t i t u t i o n s  with as se t s  of $15 mil l ion  or l e s s .  Small f inanc ia l  
i n s t i t u t i o n s  of ten receive preauthorized e l e c t ro n i c  fund t r a n s f e r s  through a 
correspondent i n s t i t u t i o n ,  a se rv ice  bureau,  or an automated clear inghouse 
(ACH), sometimes in the form of paper p r in to u t s .  Many of these i n s t i t u t i o n s  
receive no e le c t ro n ic  fund t r a n s f e r s  other  than federal  recurr ing payments 
and, th e r e fo r e ,  are required to  comply with the regulat ion  simply because they 
p a r t i c i p a t e  in the government's program.

The exemption was proposed under the Board's s t a tu to r y  au tho r i ty  to  
exempt small f inancial  i n s t i t u t i o n s  from undue burdens of complying with the 
r e g u la t io n .  An a s s e t - s i z e  cu tof f  was proposed because of the s im p l ic i ty  of 
implementation and the c e r t a in ty  with which f inancial  i n s t i t u t i o n s  can determine 
whether or not they q u a l i ty  for  the exemption.

Asset s i z e . The great  major i ty  of commenters requested th a t  the 
a s s e t - s i z e  l im i t a t io n  e i t h e r  be increased or removed t o t a l l y .  They bel ieved 
th a t  large i n s t i t u t i o n s  would benef i t  from the exemption as much as small 
i n s t i t u t i o n s ,  t h a t  the re  was no loss  of consumer p ro tec t io n ,  and th a t  the same 
benef i t  should extend to  a l l  i n s t i t u t i o n s .
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There i s  no es tab l i shed  d e f i n i t i o n  of a small f inancial  i n s t i t u t i o n .
The $15 mil l ion  cu to f f  contained in the March proposal was se lec ted  in par t  
because i t  corresponded to  the a s se t  level  cu to f f  used in Regulation D, which 
also 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  on the basis  of a s se t  s i z e .  The data 
av a i l ab le  regarding p a r t i c ip a t io n  of banks in e l e c t ro n ic  t r a n s f e r  se rvices  
supports the premise th a t  i n s t i t u t i o n s  under $50 mil l ion  in a s se t  s ize  play a 
more l imited role in providing e l e c t ro n i c  fund t r a n s f e r  serv ices  to consumers.
For example, a 1981 survey conducted by the American Bankers Association showed 
t h a t  of 191 bank respondents under $50 m i l l io n ,  only 6.3 percent  offered auto
mated pay-by-phone, 8.4 percent  had automated t e l l e r  machines, and .5 percent 
had cash dispensing machines. (There i s  no ava i lab le  breakdown below $50 
mi 11i on.)

The Board has chosen to  r e ta in  an as se t  l i m i t a t i o n ,  but has increased 
the asse t  ce i l in g  to  $25 m i l l ion .  The Board bel ieves  an a s s e t - s i z e  cu to f f  of 
$25 mi l l ion s t r i k e s  a balance in maximizing the number of i n s t i t u t i o n s  exempted 
and minimizing the number of consumers a f fec te d .  Such an increase more e f f e c t i v e ly  
implements the Board's s t a tu to ry  mandate to  provide regulatory r e l i e f  from 
compliance burdens for  small i n s t i t u t i o n s .

Private  sec to r  preauthorized t r a n s f e r s . Some commenters expressed 
concern t h a t  the narrow exemption proposed would i n h i b i t  f inancial  i n s t i t u t i o n s  
from expanding t h e i r  EFT involvement. If only government payments were 
exempted, f inancial  i n s t i t u t i o n s  might be discouraged from expanding t h e i r  
programs to  include p r iva te  sector  preauthorized t r a n s f e r s  because of the 
addi t ional  compliance costs  th a t  would be incurred.  Such a c t ion ,  they bel ieved,  
would be contrary to  the Board's mandate to  provide a regulatory scheme th a t  
will  encourage the development of EFT se rv ices .

The Board has determined th a t  exemption for  only federal  recurr ing 
payments would provide minimal benef i t s  for  small f inancial  i n s t i t u t i o n s  th a t  
receive both p r iva te  and publ ic preauthorized t r a n s f e r s ,  but provide no other  
EFT se rv ices .  The i n s t i t u t i o n  receiving pr iva te  sector  t r a n s f e r s  would s t i l l  
incur  the costs  and burdens of compliance even though the p r iv a te  secto r  
t r a n s f e r s  are accomplished in the same manner as the government- ini t ia ted 
t r a n s f e r s .  Both types of t r a n s f e r s  are made through ACH systems using the same 
equipment and procedures,  and may a r r iv e  at  the receiving f inancial  i n s t i t u t i o n  
in te r spe rsed  on the same tape .  I t  would be d i f f i c u l t  and cos t ly  for  a f inanc ial  
i n s t i t u t i o n  to separate  these t r ansac t ions  in order  to  take advantage of an 
exemption for  government t r a n s f e r s .

The Board i s  exempting these preauthorized t r a n s f e r s  from a l l  r equ i re 
ments of the regulat ion r a th e r  than re ta in ing  some provis ions,  such as e r ro r  
re so lu t ion  procedures.  Retention of some of the provisions would not provide 
the desired r e l i e f  fo r  small f inancia l  i n s t i t u t i o n s  because, in th a t  event ,  
they s t i l l  would incur the costs  of determining what i s  required by those 
provisions and e s tab l i sh ing  procedures to  assure compliance. The Board bel ieves  
t h a t  l i t t l e  consumer pro tec t ion  is  l o s t  because p r iva te  secto r  agreements, 
such as the National Automated Clearing House Associat ion ru l e s ,  and Treasury 
regu la t ions  provide pro tec t ions s im i la r  to  Regulation E.
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Section 205 .3 (g ) (1 ) ,  as adopted, exempts preauthorized t r a n s f e r s  as 
a c l a s s ,  not the f inancial  i n s t i t u t i o n s  themselves.  Therefore,  a small f inancial  
i n s t i t u t i o n  th a t  provides EFT se rv ices  other  than preauthorized t r a n s f e r s  must 
comply with the regulat ion  for  those other  s e rv ices .  For example, a small 
f inanc ia l  i n s t i t u t i o n  th a t  o f fe r s  i t s  customers ATM serv ices  must comply with 
Regulation E concerning the issuance of debi t  ca rds ,  terminal r e c e ip t s ,  per iodic  
s t a temen ts ,  and other  requirements.

In add i t io n ,  provis ions of the act  th a t  apply to  the f inancia l  
i n s t i t u t i o n ' s  conduct r a th e r  than the exempted t r a n s f e r s ,  such as the proh ib i t ion  
aga ins t  compulsory use of e l e c t ro n ic  fund t r a n s f e r s  in § 913, will  cont inue to  
apply.  This proh ib i t ion  i s  re ta ined  by applying ex i s t ing  footnote la to  the 
exemption being adopted.

The determinat ion as to  whether a f inancial  i n s t i t u t i o n  meets the 
a s s e t - s i z e  t e s t  is  to  be made on December 31. Financial i n s t i t u t i o n s  should 
use to t a l  as se t s  on December 31, 1981, to  determine coverage on the e f f e c t iv e  
date of t h i s  amendment. An i n s t i t u t i o n  whose a s se t s  exceed $25 mil l ion  at  the 
end of a subsequent calendar  year  will  have a one-year grace period for  comply
ing with the regu la t ion .  For example, i f  an i n s t i t u t i o n  i s  exempt on December 31, 
1982, but exceeds the $25 mi l l ion cu to f f  on December 31, 1983, i t  need not 
comply with the regulat ion  u n t i l  January 1, 1985.

Section 205.9(a)(3)  - -  Disclosure of type of account on terminal r e c e i p t .

For t r a n s f e r s  i n i t i a t e d  a t  an e l ec t ro n ic  te rm ina l ,  Regulation E 
requ i re s  tha t  the terminal rece ip t  ind ica te  the "type of account" accessed.  The 
Board proposed an exemption from t h i s  requirement for  t r a n s f e r s  taking place 
a t  remote terminals  in an interchange or shared ATM system, i f  only one of the 
consumer's accounts may be accessed in such t r a n s f e r s .

Most of the commenters supported the basic t h r u s t  of the proposal;  
however, many suggested an expansion of the scope of the exemption. They 
bel ieved tha t  r e l i e f  from the requirement to  ind ica te  the type of account is  
appropr ia te ,  and needed, in ci rcumstances beyond those covered in the proposal .  
They said th a t  in some interchange systems i t  may be j u s t  as d i f f i c u l t  to 
provide information on the type of account a t  the account-holding i n s t i t u t i o n ' s  
own terminals  as i t  i s  a t  terminals  of other  i n s t i t u t i o n s  in the system. They 
indicated th a t  some p ropr ie ta ry  ATM systems face the same so r t  of d i f f i c u l t y .

The EFT Act requi res  th a t  a f inancial  i n s t i t u t i o n  provide "the 
i d e n t i t y  of the consumer's account . . . from which or to  which funds are 
t r a n s f e r r e d . "  The regula t ion  implements t h i s  requirement by providing t h a t  the 
terminal rece ip t  id e n t i fy  the "type of account" accessed.  The Board bel ieves  
t h a t  in circumstances where the consumer may, in f a c t ,  access only one account,  
t h i s  i d e n t i f i c a t i o n  requirement is  s a t i s f i e d  by the d isc losure of the card number 
or  the account number on the terminal r e c e ip t ,  which consumers a lready receive 
under cur rent  requirements of Regulation E.

Accordingly, the Board i s  expanding the exemption, making i t  a p p l i 
cable to  any t r a n s f e r  i n i t i a t e d  a t  an e l e c t ro n ic  terminal where the consumer 
can access only one account a t  t h a t  terminal and hence knows which account is
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involved.  The exemption appl ies  in any ATM system - -  shared,  interchange,  
or p ropr ie ta ry  - -  in which the consumer's access device can only access a 
p a r t i c u l a r  account.  Ownership of the terminal i s  not a fac to r  as to  whether 
the exemption app l ie s .

The ex is t ing  exemption from "type of account" d isc losure  for  po in t -o f -  
sa le  t r a n s f e r s  where only one account may be accessed i s  subsumed in to  the new 
amendment, which has been implemented by revis ing the f inal  sentence in fo o t 
note 3 to  § 205 .9 (a ) (3 ) .

One commenter pointed out th a t  in some ATM interchange systems con
sumers can access mult ip le  accounts of a p a r t i c u l a r  type at  terminals  operated 
by the account-holding i n s t i t u t i o n ,  but can access only one account of each type 
(for  example, one checking and one savings account) a t  terminals  operated by 
i n s t i t u t i o n s  other  than the one holding the account.  The commenter requested 
the same so r t  of exemption for  t h i s  system as was proposed for  other  interchange 
systems,  i . e . ,  t h a t  the terminal r ece ip t  need not uniquely id e n t i fy  the account 
accessed although i t  would id e n t i fy  the type of account.  The Board bel ieves  
t h a t  the ex i s t i ng  language of the regula t ion  permits such a procedure,  and the 
s t a f f  will  revise  the Regulation E commentary to  r e f l e c t  t h i s  i n t e r p r e t a t i o n .

The Board's act ion reverses question 9-9 of the commentary to  Regu
l a t io n  E, which cu r ren t ly  sp e c i f i e s  th a t  the type of account accessed must be 
i d e n t i f i e d  on an ATM rece ip t  even though only one account may be accessed at  
t h a t  te rminal .  Question 9-9 of the commentary will  be revised to  r e f l e c t  the 
amendment.

Section 205.9(c ) ,  (d) ,  and (h) - -  Nonautomatic t r a n s f e r s  between consumer accounts .

Current ly ,  Regulation E requires  th a t  a f inancia l  i n s t i t u t i o n  must 
provide a per iodic  s ta tement ,  usual ly monthly, for  each account th a t  may be 
accessed by e l ec t ro n ic  fund t r a n s f e r s .  Therefore,  for  telephone t r a n s f e r s  of 
funds between a consumer's accounts ( fo r  example, a savings account and a 
checking account) ,  a statement must be provided fo r  each account.

The March 1982 proposal would have rel ieved f inancial  i n s t i t u t i o n s  
of the need to provide a statement for  each account where such telephone t r a n s f e r s  
take  place within the same i n s t i t u t i o n ,  so long as one of the accounts received 
a complying s ta tement .  Consumer pro tect ion  would be maintained because th a t  
s ta tement would properly id e n t i fy  each e l e c t ro n ic  fund t r a n s f e r  t h a t  occurred 
between the two accounts .  I f ,  a t  a l a t e r  da te ,  the consumer received information 
t h a t  an e r ro r  was r e f lec te d  in the account for  which the per iodic  statement 
had not been provided (for  example, on the customary statement or passbook 
update provided for  the account) ,  the e r ro r  reso lu t ion  procedure would s t i l l  
be ava i lab le  to the consumer.

Under the March proposal ,  the exemption from the per iodic  statement 
requirement would have been unavai lable  for  accounts access ib le  by EFTs other  than 
telephone t r a n s f e r s .  Commenters indicated t h a t  in order  to  accomplish the 
ob jec t ive of e l imina t ing dup l ica t ive  s ta tements ,  the exception should be expanded 
t o  include i n t r a - i n s t i t u t i o n a l  t r a n s f e r s  i n i t i a t e d  by the consumer a t  an ATM.
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Otherwise, they sa id ,  s tatements would have to  be provided for  both accounts 
when these ATM t r a n s f e r s  occurred even though they are func t iona l ly  the same 
as those i n i t i a t e d  through a telephone.  Accordingly, the amendment adopted by 
the  Board expands the exemption to  apply to  e l e c t r o n i c  t r a n s f e r s  between a 
consumer's accounts a t  the same f inanc ia l  i n s t i t u t i o n ,  regard less  of the manner 
in which the t r a n s f e r  i s  e f fec te d .

Commenters a lso requested t h a t  the r e s t r i c t i o n  agains t  access by 
e l e c t r o n i c  fund t r a n s f e r s  other  than telephone t r a n s f e r s  be el iminated.
Removing the r e s t r i c t i o n  would make the exemption ava i lab le  (in months when 
the account i s  accessed only by i n t r a - i n s t i t u t i o n a l  t r a n s f e r s )  to  an account 
t h a t  i s  accessib le  by o ther  EFTs - -  f o r  example, cash withdrawals from an ATM.

In response to  t h i s  suggest ion,  the Board has deleted the requirement 
t h a t  the exemption apply to  accounts t h a t  are access ib le  e l e c t r o n i c a l l y  only 
by such i n t r a - i n s t i t u t i o n a l  t r a n s f e r s .

While the amendment re l i eves  f inancial  i n s t i t u t i o n s  of the need to 
provide a per iodic  statement th a t  complies with Regulation E requirements as to  
frequency and content ,  a l l  other  provisions of the regulat ion  cont inue to  apply 
to  these i n t r a - i n s t i t u t i o n a l  t r a n s f e r s .  In p a r t i c u l a r ,  i t  should be noted t h a t  
e r r o r  reso lu t ion  r ig h ts  are  app l icable  and t h a t  the time l im i t s  will  run from 
the consumer's r ece ip t  of the customary form of documentation provided by the 
f inanc ia l  i n s t i t u t i o n  - -  passbook updates or qua r te r ly  per iodic  s ta tements ,  
fo r  example.

As indicated in footnote 9a, the exemption does not modify the special  
per iodic  statement requirements for  accounts th a t  are access ib le  by preauthorized 
t r a n s f e r s  to the account as se t  fo r th  in § 205.9(c) and (d) .  That i s ,  accounts 
receiving preauthorized t r a n s f e r s  may cont inue to be documented in accordance 
with the provisions of § 205.9(c) and (d) desp i te  the f ac t  th a t  the account is 
accessed by t r a n s f e r s  to  or from another  account of the consumer a t  the same 
f inanc ia l  i n s t i t u t i o n .

Sections 205 .9 ( i ) and 205.11(c)(4)  — F o re ig n - in i t i a t e d  t r a n s f e r s .

The EFT Act appl ies  to  f inanc ia l  i n s t i t u t i o n s  holding consumer accounts 
within the United Sta tes  and i t s  t e r r i t o r i e s .  Therefore,  e l e c t ro n ic  fund t r a n s 
fe r s  to  or from these accounts t h a t  are  i n i t i a t e d  outs ide of the U.S. and i t s  
t e r r i t o r i e s  are  subjec t  to  the provis ions of the act  and the regu la t ion .

In March, in response to  requests  from bank card organizat ions t h a t  
were developing in te rna t iona l  EFT t r a n s f e r  systems, the Board proposed to  
exempt 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  from the rece ip t  and per iodic  statement 
requirements of the regu la t ion ,  and to  modify the e r ro r  reso lu t ion  procedure 
for  such t r a n s f e r s  by extending the period in which i n s t i t u t i o n s  could respond 
to  a l l eg a t io n s  of e r ro r  from 45 calendar  days to  90 calendar  days. These U.S. 
based organizat ions s t a t e  t h a t  they do not have the bargaining power to  negot ia te  
the  content  or language of terminal rece ip t  d i s c lo s u re s ,  and th a t  foreign 
terminal operators  may not provide the U.S. based i n s t i t u t i o n  with the necessary 
information to  comply with the per iodic  statement  informational  requirements.
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Addit ional ly ,  language d if fe rences  and geographical (mailing) di s t ances  make 
e r r o r  reso lu t ion  with the 4 5 days prescr ibed by the regulat ion v i r t u a l l y  
impossible.

Commenters overwhelmingly supported the proposal .  However, many of 
them suggested th a t  the Board also expand the time in which i n s t i t u t i o n s  could 
resolve e r ro r  a l l e g a t io n s  without p rov is iona l ly  rec red i t ing  an account,  from 
10 business days t o  20 business days. They say th a t  most e r ro r  claims in domes
t i c  t r a n s f e r s  are resolved within 10 business days,  but in l i g h t  of the language 
and d is t ance problems assoc iated with 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 ,  re ten t ion  of 
the  10-business-day rule  regarding provisional  r ec red i t ing  presents a problem 
and could expose U.S. i n s t i t u t i o n s  to  possible  f raud.

The Board i s  now adopting the amendment proposed in March regarding 
the rece ip t  and per iodic  statement requirements and the extension of the time 
period in which e r ro rs  must be resolved by f inancial  i n s t i t u t i o n s .  The amend
ment a l so  extends the time period th a t  a f inanc ia l  i n s t i t u t i o n  has fo r  resolving 
an e r ro r  before i t  i s  necessary to  p rov is iona l ly  r e c re d i t  the account - -  from 
10 business days t o  20 business days.

The Board expects t h a t  f inanc ia l  i n s t i t u t i o n s  taking advantage of the 
re laxa t ion  of documentation requirements will make a good f a i t h  attempt to  ob ta in ,  
and provide the consumer with,  the information required by the regu la t ion .  At 
a minimum, the f inancia l  i n s t i t u t i o n  should be able to  provide the consumer with 
enough information so t h a t  the consumer may asce r ta in  th a t  the t r an sac t io n  i s  
v a l id .  For example, even though the f inancial  i n s t i t u t i o n  may not be able to  
provide the locat ion of the sp e c i f i c  te rmina l ,  i t  should, i f  poss ib le ,  iden t i fy  
the country and the c i t y  in which the t r a n s f e r  was i n i t i a t e d .

Section 2 0 5 .1 1 (b ) ( l ) ( i )  of the regula t ion  provides th a t  a not ice  of 
e r ro r  from a consumer must be received by the f inancia l  i n s t i t u t i o n  no l a t e r  
than 60 days a f t e r  the occurrence of c e r t a in  events described in t h a t  . sect ion.
As adopted,  the amendment does not provide the consumer with addi t iona l  time 
beyond the 60 days prescr ibed in § 205.11(b) ( 1 ) ( i ) .

(3) Economic impact a n a l y s i s . Section 205 .3 (g ) .

The Board exempts from Regulation E a l l  preauthorized e l e c t ro n ic  
t r a n s f e r s  to  or from consumer accounts a t  f inancial  i n s t i t u t i o n s  t h a t  have 
t o t a l  a s se t s  of $25 mi l l ion or l e s s .  The exemption i s  based on the finding 
t h a t  small i n s t i t u t i o n s  bear an undue compliance burden with respect  to  p re 
authorized t r a n s f e r s .

Many small i n s t i t u t i o n s  appear to  be subject  to  Regulation E so le ly  
because they receive preauthorized c r e d i t s  and debi t s  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 .  Most of these t r a n s f e r s  are federal  recurr ing payments, pr imarily  
Social Securi ty benef i t s  t h a t  are c red i ted  monthly to  consumer accounts.

Substant ia l  compliance costs  can be incurred by f inancia l  i n s t i t u t i o n s  
receiving preauthorized t r a n s f e r s .  For i n s t i t u t i o n s  th a t  receive no other  
types of e l e c t ro n ic  t r a n s f e r s ,  the rece ip t  of preauthorized t r a n s f e r s  requires  
fu l l  compliance with many of the most cos t ly  provisions of Regulation E, some 
of  which en ta i l  r e l a t i v e l y  large set -up  expenses regardless  of the number of
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consumer accounts or t r a n s f e r s  involved.  Among the most cos t ly  compliance 
a c t i v i t i e s  required for  i n s t i t u t i o n s  receiving preauthorized e l e c t ro n ic  t r a n s f e r s  
are the establ ishment  of e r ro r  reso lu t ion  procedures,  design of d isc losure  
documents, t r a in in g  of personnel ,  and changes in statement con ten t ,  format,  and 
frequency.  Moreover, many small i n s t i t u t i o n s  may receive such t r a n s f e r s  in 
paper form from correspondent banks, se rv ice  bureaus,  or other  in te rm ed ia r ie s ,  
in which case the small i n s t i t u t i o n s  do not engage d i r e c t l y  in e l ec t ro n ic  
processing and do not perceive such paper-based t r a n s f e r s  as e l e c t ro n ic  items 
requir ing compliance with Regulation E.

Available evidence ind ica tes  th 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 serv ices  other  than preauthorized t r a n s f e r s .  (Tables of data used 
in preparing t h i s  ana lys is  are av a i l ab le  on request  from the Board. See the 
"For Further Information" sect ion above.) Moreover, the number of small i n s t i 
t u t i o n s  o f fe r ing  preauthorized e l e c t r o n i c  t r a n s f e r s  i s  l i k e ly  to  grow rap id ly .
In May 1982 th ere  were 10,709 banks and 3,304 t h r i f t  i n s t i t u t i o n s  p a r t i c ip a t in g  
in automated clea r ing  houses and th e re fo re  l i k e l y  to  be handling preauthorized 
t r a n s f e r s .  1/  Because almost a l l  l arge banks and t h r i f t s  cu r ren t ly  p a r t i c i p a t e  
in automated clea r ing  houses,  f u r th e r  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 .

The cost  advantages of preauthorized e l e c t ro n ic  t r a n s f e r s  over paper 
checks are evident  from a recent  study of the U.S. Treasury 's  Direct  Deposit 
Program. 2/ The study revealed t h a t  the average cost  incurred by an i n s t i t u t i o n  
in processing a Social Securi ty payment was $0.59 fo r  a check received in the 
mai l ,  $0.24 for  a check received over the counter ,  and $0.07 for  an e l e c t ro n ic  
d i r e c t  depos i t .  The cost  advantage,  coupled with promotional e f f o r t s  by the 
Federal Reserve System, Treasury, and p r iva te  firms to  encourage use of the 
automated clea r ing  house network, ensures increasing p a r t i c ip a t io n  by small 
i n s t i t u t i o n s  in preauthorized payment programs.

Consumer demand for  preauthorized t r a n s f e r s  i s  subs tan t i a l  and growing 
rap id ly .  For example, by the end of the  1980, 10.3 m i l l i o n ,  or 31 pe rcen t ,  of 
a l l  Social Security  payments were made e l e c t r o n i c a l l y  through the Direct  Deposit 
Program. The U.S. Treasury has t a rge ted  p a r t i c ip a t io n  to  increase to  55 percent  
by 1985 and 80 percent  by 1990. V Other types of federal  recurr ing payments have 
a l so  been the subjects  of successful  promotional e f f o r t s  to encourage consumer 
use of preauthorized e l e c t ro n ic  t r a n s f e r s .  For example, over 82 percent  of a l l  
Air Force ac t ive  duty personnel receive t h e i r  pay e l e c t r o n i c a l l y ,  and a l l  the 
armed forces  and federal agencies are  promoting the use of d i r e c t  depos i t . . ! /

1/ NACHA SurePay Update (Washington, D.C.: National Automated Clearing House 
Associat ion,  June 1982).

2J Costs and Benefi ts of P a r t i c ip a t io n  in the Treasury Direct  Deposit Program 
(Park Ridge, I l l i n o i s :  The Bank Administration I n s t i t u t e ,  1981).

3/ I b i d .

4 /  Direct  Deposit Volume Report (Washington, D.C.: U.S. Department of the 
Treasury,  June 1982).



-  9 -

As more ind iv idua ls  demand e lec t ro n ic  t r a n s f e r s ,  more f inanc ial  
i n s t i t u t i o n s  will o f fe r  them. Without the exemption, Regulation E compliance 
r e s p o n s i b i l i t i e s  might deter  many small i n s t i t u t i o n s  from of fer ing preauthorized 
t r a n s f e r s .  The exemption is  expected to  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 la rge number of c r e d i t  unions,  t h a t  now o f fe r  preauthorized 
t r a n s f e r s .  I t  will  a lso benef i t  the  many small i n s t i t u t i o n s  expected to begin 
of fe r ing  preauthorized t r a n s f e r s  in the fu tu re .  Compliance cost  savings will 
a r i s e  from a reduct ion in cur rent  compliance expenses and from the l im i ta t io n  of 
small i n s t i t u t i o n s '  exposure to c iv i l  and criminal l i a b i l i t y  fo r  noncompliance.

The potent ia l  aggregate compliance cost  savings is  large because of 
the large number of  f inancial  i n s t i t u t i o n s  e l i g i b l e  fo r  r e l i e f  under the exemp
t i o n .  The extent  of the cost savings depends on the d e f in i t io n  of a small 
i n s t i t u t i o n .  In a r r iv ing  at  the $25 mi l l ion asse t  level d e f in i t io n  for  the 
purposes of t h i s  exemption, the Board considered the d i s t r i b u t io n  of depository 
i n s t i t u t i o n s  by as se t  s iz e .  Data on the number of i n s t i t u t i o n s  and the amount 
of t r ansac t ion  deposi ts  for  selected as se t  s ize  groupings were considered.
By def ining small i n s t i t u t i o n s  as those having to t a l  asse ts  of $25 mil l ion or 
l e s s ,  the exemption could p o te n t i a l l y  benef i t  7,422 (or 50.3 percent  of a l l )  
commercial banks, 1,022 (or 25.7 percent  of a l l )  savings and loan a s so c ia t ions ,  
101 (or 13.8 percent of a l l )  mutual savings banks, and 17,572 (or 97.4 percent 
of a l l )  c r e d i t  unions.  In the aggregate ,  26,117 (or 69.6 percent of a l l )  
deposi tory i n s t i t u t i o n s  would p o te n t i a l l y  benef i t  from the exemption.

The $25 mi l l ion  asse t  level  d e f in i t io n  provides r e l i e f  to a r e l a t i v e l y  
l arge  proport ion of i n s t i t u t i o n s  while a t  the same time a f fec t ing  a r e l a t i v e l y  
small proport ion of consumer t r ansac t ion  depos i t s .  Only 9.3 percent  of aggregate 
t r an sac t io n  deposi ts  would be p o t e n t i a l l y  a f fec te d .  Moreover, only 9.1 
percent of bank t ransac t ion  accounts with balances of $100,000 or le ss  would 
be p o t e n t i a l l y  a f fec ted .  §J

The exemption would be l i k e l y  to  provide le s s  benef i t  to i n s t i t u t i o n s  
l a rge r  than approximately $50 mil l ion in to ta l  a s se t s .  Those i n s t i t u t i o n s  are 
l i k e l y  to be s i g n i f i c a n t l y  more automated than smaller i n s t i t u t i o n s  and to  
provide other  EFT serv ices  requiring compliance programs and expendi tures .
(Survey evidence on the extent  of commercial bank automation in selected a c t i v i 
t i e s  by bank s ize  is  ava i l ab le  upon reques t ,  as noted above.)

Not a l l  small i n s t i t u t i o n s  would ac tu a l ly  benef i t  from the exemption. 
The amount of r e l i e f  would be l imited in tha t  (1) not a l l  small i n s t i t u t i o n s

5/ I f  small i n s t i t u t i o n s  were defined as those having to ta l  a s se t s  of $50 
mil l ion or l e s s ,  the exemption would encompass 82.2 percent of a l l  
deposi tory i n s t i t u t i o n s  and 18.5 percent  of aggregate t r ansac t ion  depos i ts .

6j Based on June 30, 1981, data for  commercial banks and mutual savings banks, 
banks with as se t s  of $25 mil l ion or less  held 9.1 percent  of a l l  bank demand 
and savings accounts t h a t  had account balances of $100,000 or l e s s .  Banks 
with as se t s  of $50 mi l l ion or l e s s  held 20.9 percent of a l l  such accounts.  
These f igures  are for  accounts owned by ind iv idua ls ,  pa r tne rsh ips ,  and 
co rpora t ions .
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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  th a t  have 
al ready  invested in compliance programs may f ind i t  disadvantageous 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  are offered or planned.

Consumer benef 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 exemption. Many of the consumer p ro tec t ions  provided by Regulation E for  
preauthorized t r a n s f e r s  are  l i k e ly  to be provided by U.S. Treasury ru l e s ,  
ex i s t i ng  i n s t i t u t i o n a l  p r a c t i c e s ,  National Automated Clearing House Association 
r u l e s ,  and s t a t e  laws. Furthermore, the l ikel ihood  of e r ro r s  in preauthorized 
e l ec t ro n ic  t r a n s f e r s  i s  very small .

Consumers will  benef i t  from increased a v a i l a b i l i t y  of automatic pre
authorized t r a n s f e r s .  To the extent  th a t  the exemption promotes the use of 
such t r a n s f e r s ,  the exemption will  lead to  a number of consumer b e n e f i t s ,  
including (1) increased sa fe ty  in t r a n s a c t io n s ,  (2) increased c e r t a in ty  as to  
when t r a n s f e r s  will  be made, and (3) e a r l i e r  a v a i l a b i l i t y  of funds to consumers.

Section 2 0 5 .9 (a ) (3 ) . The regulat ion  is  amended to  exempt f inancial  
i n s t i t u t i o n s  from the requirement th a t  terminal t r ansac t ion  rece ip t s  show the 
type of account accessed.  In order  fo r  the exemption to  apply,  the consumer 
must be able to  access only one account a t  the terminal a t  the time the t r a n s 
act ion occurs.  The amendment pr imari ly  benef i t s  i n s t i t u t i o n s  and consumers 
involved in e l e c t ro n ic  fund t r a n s f e r  interchange networks, where d isc losure  of 
the type of account accessed would present  enormous operat ional  d i f f i c u l t i e s .
A consumer using terminals  in an interchange network would know the type of 
account being accessed.  No loss  of information would occur for  the consumer.

By removing a requirement t h a t  would be p ro h ib i t iv e ly  cos t ly  for  i n t e r 
change networks to  implement, the exemption removes a b a r r i e r  to  network member
ship growth and to  the a v a i l a b i l i t y  of nat ional  interchange serv ices  for  con
sumers. The amendment could have a s ig n i f i c a n t  pos i t ive  e f f e c t  on the a b i l i t y  
of  some i n s t i t u t i o n s ,  p a r t i c u l a r l y  small i n s t i t u t i o n s ,  to  use network p a r t i c i p a 
t ion  as a means to compete in the rapidly evolving marketplace for  consumer 
t r a n sac t io n  se rv ice s .  One study has i d e n t i f i e d  130 shared automated t e l l e r  
machine (ATM) networks in exis tence as of June 1, 1982. U With an est imated 
26,800 ATMs in operat ion a t  the end of 1981, and with an average of 66,000 
t r a n sa c t io n s  per ATM, excluding balance i n q u i r i e s , ^ /  there  are  s u f f i c i e n t  
terminals  and consumer acceptance to support subs tan t ia l  growth in e l e c t ro n ic  
i nterchange.

Section 205 .9 (c ) ,  (d ) ,  and ( h ) . Many f inancial  i n s t i t u t i o n s  permit 
t e l ep h o n e - in i t i a t e d  or ATM-initiated t r a n s f e r s  of funds between a consumer's 
accounts a t  the same i n s t i t u t i o n .  Regulation E i s  amended to  re l i eve  i n s t i t u t i o n s  
of the need to  provide a monthly per iod ic  statement  for  each of the two accounts 
involved in such i n t r a - i n s t i t u t i o n a l  t r a n s f e r s ,  regard less  of how the t r a n s f e r s

7/  National Directory and Research Report of Shared ATM Networks (Cambridge, 
Maryland: Trans Data Corporat ion,  June 1982).

j}/ Linda Fenner Zimmer, "ATMs: Time to  Fine-Tune and to  Plan," Magazine of Bank
Administ rat ion,  vol .  58 (May 1982), pp. 20-30.
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are  i n i t i a t e d .  The amendment does not change the requirement t h a t  the consumer 
be furnished with a per iodic  statement  for  one account according to  the ex i s t ing  
provis ions of Section 205.9; i t  does provide t h a t  the consumer need not be 
furnished dup l ica t ive  documentation of the same t r a n s f e r  for  the other  account 
involved.  This amendment is  expected to  reduce compliance costs  s i g n i f i c a n t l y  
f o r  many i n s t i t u t i o n s  and el iminate  dup l ica t ive  paperwork. Consumers would 
continue to  receive t imely documentation of a l l  e l e c t ro n ic  t r a n s f e r s ,  and there  
would be no loss  of e r ro r  reso lu t ion  p ro tec t ions .

Sect ions 205 .9 ( i )  and 205 .11 (c ) (4 ) . All e l ec t ro n ic  fund t r a n s f e r s  
i n i t i a t e d  abroad are exempted from the r e g u la t io n ' s  terminal rece ip t  and per iodic  
statement documentation requirements.  U.S. f inancial  i n s t i t u t i o n s  may be unable 
to  control  the capture of fund t r a n s f e r  information or the issuance of rece ip ts  
a t  termina ls  located in foreign na t ions .  The exemption el iminates  po ten t ia l  
l i a b i l i t y  for  noncompliance with the r e g u la t io n ' s  documentation requirements 
with respect  to  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 .  Time l im i t s  for  e r ro r  reso lu t ion  
and the provis ional  r e c re d i t in g  of funds are a l so  relaxed by t h i s  amendment, 
thereby allowing i n s t i t u t i o n s  more f l e x i b i l i t y  to  inv es t ig a te  and resolve al leged 
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 amendment i s  expected to  make EFT serv ices  more access ib le  t o  
U.S. consumers t r av e l in g  abroad. Consumer pro tec t ions are not l i k e l y  to be 
reduced s i g n i f i c a n t l y  by the longer time periods allowed for  resolving e r ro rs  
and p rov is io na l ly  r ec re d i t ing  funds.

L is t  of Subjects in 12 CFR Part  205

Banks, banking; Consumer pro tect ion;  E lec tronic  fund t r a n s f e r s ;  Federal 
Reserve System; Pena l t ies .

(4) Pursuant to  the au thor i ty  granted in 15 U.S.C.' 1693b, the Board 
amends Regulation E, 12 CFR Part  205, by adding a new paragraph (g) to  § 205.3,
rev is ing  the l a s t  sentence of footnote  3 to  § 205 .9 (a ) (3 ) ,  adding a new fo o t 
note 9a to  § 205.9(c) and (d ) ,  adding new paragraphs (h) and ( i )  to  § 205.9,  
and adding a new paragraph (4) to  § 205.11(c) ,  as fol lows:

SECTION 205.3 — EXEMPTIONS

★ ★ ie ★ ★

(g) Preauthorized t r a n s f e r s  to small f inanc 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  to or from an account i f  the asse ts  of the account-
holding f inancial  i n s t i t u t i o n  are  $25 mil l ion or le s s  on December 31. 1<L/

(2) I f  the account-holding f inancial  i n s t i t u t i o n ' s  a s se t s  subsequently 
exceed $25 m i l l io n ,  the i n s t i t u t i o n ' s  exemption for  t h i s  c la s s  of t r a n s f e r s  
shal l  terminate  one year  from the end of the calendar  year  in which the a s se t s  
exceed $25 m i l l io n .

l a / * * *
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★ ★ ★ ★ ★ 

SECTION 205.9 — DOCUMENTATION OF TRANSFERS

(a) Receipts a t  e l e c t r o n i c  t e r m in 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/***

3/***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 a t  t h a t  te rminal .

* * * * *

(c) Documentation for  c e r t a in  passbook accounts . In the case of a 
consumer's passbook account which may not be accessed by any e l e c t ro n ic  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/***

(d) Per iodic s tatements for  c e r t a in  non-passbook accounts. I f  a 
consumer's account other  than a passbook account may not be accessed by any 
e l ec t ro n ic  fund t r a n s f e r s  other  than preauthorized t r a n s f e r s  to  the account ,  _?a/***

9a/  Accounts t h a t  a l so  are  access ib le  by the i n t r a - i n s t i t u t i o n a l  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 sta tements fo r  c e r t a in  i n t r a - i n s t i t u t i o n a l  t r a n s f e r s .
A f inancial  i n s t i t u t i o n  need not provide the per iodic  statement required by 
paragraph (b) of t h i s  sect ion  for  an account 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 to  or from another  account of the consumer 
f o r  which the f inancial  i n s t i t u t i o n  documents t r a n s f e r s  in compliance with 
paragraph (b) of t h i s  sec t ion .

( 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 . Fai lure  to  
provide the terminal rece ip t  and per iodic  statement required by paragraphs 
(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 ro n ic  fund t r a n s f e r  shall  
not be deemed a f a i l u r e  to  comply with t h i s  regu la t ion ,  i f :

(1) the t r a n s f e r  is  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) in accordance with § 205.11, the f inanc ia l  i n s t i t u t i o n  t r e a t s
an inquiry fo r  c l a r i f i c a t i o n  or documentation as a not ice  of e r ro r  and co r rec ts  
th e  e r ro r .
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* * * * *

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

(4) If a not ice  of an e r ro r  involves an e le c t ro n ic  fund t r a n s f e r  
th a t  was not i n i t i a t e d  in a s t a t e  as def ined in § 205.2(k ) ,  the appl icab le  time 
per iods fo r  act ion in subsect ions (c ) ,  ( e ) ,  and (f)  shal l  be 20 business  days 
in place of  10 business days,  and 90 calendar  days in place of  45 calendar  days.

* * * * *

By order of the Board of Governors of the Federal Reserve System, 
October 5, 1982.

(signed) William W. Wiles 
William W. Wiles 

Secretary  to  the Board

[SEAL]




