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TO: The Chief Executive Officer of 
all financial institutions in the 
Eleventh Federal Reserve District

SUBJECT

Additional information for those commenting on the automated 
clearinghouse (ACH) f lo a t  recovery proposal

DETAILS

The Federal Reserve Board of Governors has issued a series of 
questions and answers that should help bankers and others preparing comments 
on the ACH float proposal. This series cover the most commonly asked 
questions from both bankers and the public. The Federal Reserve Bank of 
Dallas encourages your comments —  which are due at the Board by December 22,
1986. Copies of your comments should be sent to Mr. Richard D. Ingram, 
Corporate Banking Department, Federal Reserve Bank of Dallas, Station K, 
Dallas, Texas 75222.

The ACH proposal relates to the cost of float generated by ACH 
transactions processed during the night cycle and a corresponding reduction in 
the current per item surcharge assessed on night cycle ACH transactions. 
Detailed information on this proposal was sent in our Circular 86-87, dated 
October 17, 1986.

ATTACHMENTS

Questions and answers on ACH float recovery are attached.

MORE INFORMATION

For more information on these questions or the ACH float proposal, 
please contact Mr. Larry C. Ripley at (214) 651-6118 or Ms. Jonnie K. Miller 
at (214) 651-6290.

Sincerely yours,

For additional copies of any circular please contact the Public Affairs Department at (214) 651-6289. Bank&and others are 
encouraged to use the following incoming WATS numbers in contacting this Bank (800) 442-7140 (intrastate) and (800) 
527-9200 (interstate).

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



FEDERAL RESERVE press release

For immediate release December 8, 1986

The Federal Reserve Board today issued a series of questions 

and answers relating to its automated clearing house (ACH) proposal 

that was issued on September 17. The proposal relates to the cost of 

float generated by ACH transactions processed during the night cycle 

and a corresponding reduction in the current per item surcharge assessed 

on night cycle ACH transactions. These questions and answers have been 

developed to aid the public with its comments on the proposal. Comment 

is requested by December 22. The Board*s notice is attached.
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Attachment



FEDERAL RESERVE SYSTEM 

[Docket No. R-0579]

Automated Clearing House Float Recovery

AGENCY: Board of Governors of the Federal Reserve System.

ACTION: Proposed rule: Questions and Answers.

SUMMARY: On September 17, 1986, the Board requested public

comment on proposals regarding recovery of the costs of 

automated clearing house ("ACH") float (Docket No. R-0579). 

This request set forth a proposed method of recovering the 

costs of float generated by ACH transactions processed during 

the night cycle and a corresponding reduction in the current 

per item surcharge assessed on night cycle ACH transactions. 

Several questions have been received regarding this proposal. 

To aid the public in its comments on the proposal, the Board's 

staff has drawn up the attached list of commonly asked 

questions and their answers.

DATE: Comments must be received by December 22, 1986.

ADDRESS: Comments, which should refer to Docket No. R-0579,

may be mailed to the Board of Governors of the Federal Reserve 

System, 20th Street and Constitution Avenue, N. W., Washington, 

D. C. 20551, to the attention of Mr. William W. Wiles, 

Secretary, or delivered to room B-2223 between 8:45 a.m. and 

5:15 p.m. Comments may be inspected in room B-1122 between 

8:45 a.m. and 5:15 p.m., except as provided in S 261.6(a) of 

the Board's Rules Regarding the Availability of Information, 12 

C.F.R. § 261.6(a).
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FOR FURTHER INFORMATION CONTACT: Earl G. Hamilton, Assistant

Director (202/452-3879), Florence M. Young, Advisor 

(202/452-3955), or Julius F. Oreska, Manager (202/452-3878), 

Division of Federal Reserve Bank Operations? or 

Telecommunications Device for the Deaf ("TDD") users, 

Earnestine Hill or Dorothea Thompson (202/452-3544), Board of 

Governors of the Federal Reserve System, Washington, D. C. 

20551.

SUPPLEMENTARY INFORMATION: The Board's staff has drawn up the

following list of questions and answers in response to the many 

questions that have arisen out of the Board's recent ACH float 

recovery proposal.

Q. 1. What is the Federal Reserve's objective in 

proposing the float factor approach?

A. The Federal Reserve's objective in proposing the 

float factor approach to recovering ACH float is to create a 

more equitable method of recovering ACH float costs. A Federal 

Reserve study found that the ACH night cycle surcharge was a 

barrier to small time-critical payments, such as POS 

transactions, that had to rely on the ACH night cycle for 

processing. The current ACH night cycle surcharge assumes that 

float is created equally by small and large dollar value ACH 

transactions. The study found, however, that most of the float 

was caused by a relatively few large dollar transactions. The 

float factor proposal is designed to recover the cost of ACH 

float on the basis of the dollar value of the transaction. The
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larger the size of the transaction the greater the amount of 

float that will be created if it is delayed in processing, 

therefore, the greater the share of float costs it should be 

assessed. An additional benefit of the proposal is that it 

encourages the use of the ACH for many small dollar 

applications.

Q. 2. How is the float factor to be calculated?

A. The float factor would be based on Federal Reserve 

annual estimates of ACH net debit float and the debit dollars 

to be processed at night. The float factor would be the ratio 

of ACH net debit float to debit dollars to be processed at 

night. This ratio would be applied to the total dollar value 

of each originating institution's night cycle debits to 

determine its ACH float charge. The total float recovery 

charge would be included in the monthly billing statement. 

Based on the cost of ACH debit float and the value of debit 

transactions processed at night during 1986, the float factor 

would have been $.0008 per thousand dollars of debit 

transactions originated. For an originator of $1 million in 

night cycle debit transactions the float charge would be $.80. 

(This is based on data for the first seven months of 1986.)

Q. 3. What is the difference between the night cycle 

surcharge and the float factor?

A. The current night cycle surcharge is 6 cents and 

was designed to recover two types of costs— the additional cost 

of processing ACH transactions at night and float costs. The
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Federal Reserve's proposal would recover these two costs 

separately. The increased cost of night processing would be 

recovered through a substantially lowered n ight surcharge of 

approximately 1.5 cents. Float costs would then be recovered 

through the float factor. Night cycle ACH credits, which 

create no debit float, would be assessed the surcharge of 1.5 

cents, but would not be assessed any float costs. They would 

be assessed the night processing surcharge of 1.5 cents to 

recover the higher costs of processing at night.

Q. 4. Why does float exist in the ACH mechanism?

A. Although very low relative to dollars processed, 

ACH float exists because the resources used to process ACH 

transactions are not fail-safe. Computer hardware and software 

occasionally fail and human beings, no matter how well trained, 

occasionally make mistakes. The Federal Reserve has tried to 

create a processing environment that strikes a balance between 

processing reliability and costs. The environment is 

characterized by relatively stable processing costs and ACH 

float that is already low and declining further.

Q. 5. What is the Federal Reserve doing to reduce ACH 

float so that the float factor is not unduly burdensome?

A. The Reserve Banks try to accommodate one another 

when processing delays occur. The Federal Reserve System will 

be looking at this issue carefully to determine what can be 

done to maximize late deposit times at all offices. In 

addition, the Reserve Banks have made other efforts to reduce
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float on the ACH including improving processing speed through

improvements in the ACH software and devoting a high level of

management attention to ACH float at all Fed offices. The 

results of these efforts have been that float cost has been 

reduced by 35 percent from the 1985 level, despite an increase 

in night cycle debit dollars of almost 40 percent during the 

same period. ACH float cost should be reduced even further in

1987.

Q. 6. What types of ACH items will be assessed the 

float factor?

A. The float factor will be assessed only to

originators of night cycle debits. No float factor would be 

associated with day cycle ACH items or night cycle credit 

items. The Federal Reserve Banks will not charge institutions 

who deposit day cycle items or night cycle credits for delayed 

file float.

Q. 7. Is the objective of the float factor proposal 

to drive away large-dollar transactions?

A. The Federal Reserve recognizes that some cash

concentration debit business may move to wire transfer or 

check, however, the intent is not to drive this business out of 

the ACH. Rather, it is to ensure that this business pays its 

fair share of the float cost that it may cause.

Q. 8. Will the reduction in night surcharges cause a 

large surge in night cycle volume? Is the Federal Reserve
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capable of handling significant increases in night volumes 

without operating problems and increased float?

A. It is possible that some day cycle items may 

migrate to the night cycle and some two-day credits may switch 

to the day cycle. However, the Federal Reserve does not expect 

a dramatic shift in volumes to the night cycle and does not 

anticipate difficulty accommodating new volumes during the 

night operations.

Q. 9. How is the float factor proposal linked to the 

Board*s policy to reduce payments system risk?

A. The proposal was not designed to address the 

question of payments system risk on the ACH. ACH risk is being 

addressed in a separate proposal.

Q. 10. Will the float factor be applied to government 

debit float as well as commercial?

A. No, the Reserve Banks will charge the fully 

allocated cost of processing, including float, to the 

government. The float associated with the processing of 

government ACH items would be excluded from the float factor 

calculations.

Board of Governors of the Federal Reserve System, 

December 3, 1986.

(signed) William W. Wiles

William W. Wiles 
Secretary of the Board




