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All depository institutions in the Eleventh Federal 
Reserve District

Chief Executive Officer

Request for public comment on a proposal to permit 
Federal Reserve Banks to use a two-tier check 
collection fee schedule

The Board of Governors of the Federal Reserve System 
is requesting public comment on a proposal to assess 
different fees for the collection of certain checks 
depending upon whether they are destined for high or 
low unit cost endpoints. Complete details are 
provided in the Board's press release and material as 
submitted for publication in the Federal Register.

Interested parties are invited to submit comments to 
William W. Wiles, Secretary, Board of Governors of the 
Federal Reserve System, 20th Street and Constitution 
Avenue, N.W., Washington, D.C. 20551. Comments must 
be received by January 11, 1985, and should refer to 
Docket No. R-0532.

Board's press release and material as submitted for 
publication in the Federal Register

Robert L. Whitman, (214) 698-4357 at the Head
Office; Robert W. Schultz, (915) 544-4730 at the
El Paso Branch; Vernon L. Bartee, (713) 659-4433 
at the Houston Branch; or John A. Bullock, (512) 
224-2141 at the San Antonio Branch

Public Affairs Department, 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.

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



FEDERALRESERVEpressj^lease

For immediate release

The Federal Reserve Board has approved 1985 fee schedules for the check 

collection services of the Federal Reserve Banks, effective December 27, 1984.

At the same time the Board issued for comment a proposal to permit the 

Federal Reserve Banks to use a two-tier fee schedule for the collection of certain 

checks depending upon whether they are destined for high or lew unit cost endpoints.

Additionally, the Board (1) approved a statement of policy with respect 

to the handling of surpluses and shortfalls arising from the provision of Federal 

Reserve priced services of all types, and (2) the private sector adjustment factor 

that will be used in establishing Federal Reserve check collection and other service 

fees in 1985. These are being published separately.

The 1985 check collection fees are generally about the same as in 1984.

The System's check collection fees are set to recover anticipated costs, including 

the cost of check float and the private sector adjustment factor. This last repre

sents imputed taxes that would have been paid, and the return on capital that would 

have been provided for had the services been furnished by a private business firm. 

Federal Reserve check float results frcm the Federal Reserve giving credit to 

depository institutions that sent the checks to the Federal Reserve for collection 

but for which the Federal Reserve has not yet received payment fran the institutions 

to which the check was sent for payment.

The 1985 fee schedules are available frcm the Reserve Banks.

The Federal Reserve estimates that revenues for check collection in 1985 

will be approximately $433 million and that the System's costs will be approx

imately $415 million. These estimates include the public sector adjustment factor 

and the anticipated cost of float during the year.
(OVER)



Proposal for Public Cannent

The Board proposed for public canment, in the attached notice, a plan 

that has been under study at the Reserve Banks for charging more for checks 

where collection costs are higher (usually at lew volume collection points) and 

less where collection costs are lower, within the same collection zone.

- 0-

Attachment



FEDERAL RESERVE SYSTEM 

[Docket No. R-0532]

Fees for Federal Reserve Bank Check Collection

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Request for comment.

SUMMARY: The Board of Governors is requesting public comment

on a proposal to assess different fees for certain checks 

deposited with the Reserve Banks for collection depending upon 

whether they are destined for high or low unit cost endpoints. 

DATE: Comments must be received by January 11, 1985.

ADDRESS: Comments, which should refer to Docket No. R-053 2,

may be mailed to Mr. William W. Wiles, Secretary, Board of 

Governors of the Federal Reserve System, 20th Street and 

Constitution Avenue, N.W., Washington, D.C. 20551, or delivered 

to Room B-2223 between 8:45 a.m. and 5:15 p.m. Comments 

received may be inspected at Room B-1122 between 8:45 a.m. and 

5:15 p.m., except as provided in § 261.6(a) of the Board's 

Rules Regarding the Availability of Information, 12 C.F.R.

§ 261.6(a) .

FOR FURTHER INFORMATION CONTACT: Elliott C. McEntee, Associate

Director (202/452-22 31), or William S. Brown, Manager 

(202/452-3760) , Division of Federal Reserve Bank Operations; 

Gilbert T. Schwartz, Associate General Counsel (202/452-362 5),
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or Robert G. Ballen, Attorney (202/452-3265), Legal Division, 

Board of Governors of the Federal Reserve System, Washington, 

D.C. 20551.

SUPPLEMENTARY INFORMATION: Under the current fee structure,

Reserve Banks assess the same fee for all checks drawn on 

institutions within the same availability zone. For example, 

the fees imposed on the depositor are the same so long as the 

checks to be collected are drawn on institutions located in the 

same RCPC zone.

The Reserve Banks have been studying the feasibility 

of two-tiered pricing, that is, assessing a different fee 

depending upon whether the check is sent to a high or low unit 

cost endpoint. Unit costs generally are higher for items 

destined for low volume endpoints because transportation and 

fixed processing costs, which do not vary with volume, are 

spread across fewer items. Low unit cost endpoints are 

typically (1) large institutions or (2) smaller institutions 

that have their checks delivered to bank or nonbank processors 

that either receive relatively large volumes of checks or are 

located close to the Federal Reserve. Operational improvements 

are being implemented that would enable Reserve Banks to charge 

different fees for checks drawn on institutions located in the 

same zone without requiring depositing institutions to perform 

additional sorting. To assist commenters in evaluating the 

proposal, the fees that two Reserve Banks would charge
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depending upon whether the check is sent to a high or low unit 

cost endpoint are attached.

The Board believes two-tiered pricing has the 

potential for improving the efficiency of the check collection 

system by enabling Federal Reserve fees to reflect more closely 

the cost of clearing checks, based upon the actual mix of 

checks deposited. In this regard, two-tiered pricing could 

enable institutions depositing checks for collection to 

determine better the lowest cost method of collecting a 

particular check. In addition, it is anticipated that 

two-tiered pricing should not have any significant operational 

effects on depository institutions nor result in any 

significant increase in Federal Reserve volume.

The impact of this proposal on small entities has been 

considered in accordance with the Regulatory Flexibility Act 

(Pub. L. 96-354; 5 U.S.C. § 603). As indicated above, the

proposal could result in a reduction in costs for small 

depository institutions to the extent that they are collecting 

banks by enabling them to determine better the lowest cost 

method of collection. Moreover, the projposal should not

adversely impact the operations of such depository 

institutions. Finally, the proposal imposes no new reporting 

or recordkeeping requirements on depository institutions.

By order of the Board of Governors, November 2, 198 4.

(signed) William W. Wiles

William W. Wiles 
Secretary of the Board



ATTACHMENT

SAMPLE TOO-TIERED PRICES

Kansas City:

Low Unit Cost 

High Unit Cost 

Minneapolis:

Low Unit Cost 

High Unit Cost

Item Prices for 
Processed Volume 
______(RCPC)______

Regular Premium

2.1

3.0

3.6

4.4

Item Prices for 
Processed Volume 

(Country)

2.5

3.5

Item Prices for 
Fine Sort 

(RCPC)

.7

1.4

Item Prices for 
Fine Sort 
(Country)

1.2

2.0

*Two-tiered pricing not applicable




