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DETAILS

As we near the year 2000, industries worldwide are reviewing their computer systems 
and taking action to plan for the century date change (CDC). The Federal Reserve System is no 
exception. We are committed to ensuring that our computer systems will continue to function 
correctly, thus providing you with high quality services as we approach the end of the century and 
go beyond.

To minimize future problems stemming from date coding practices in both software 
and hardware, the Federal Reserve System has completed its planning stage and is now identifying 
potential trouble areas. The enclosed newsletter explains what has been done to prepare for the 
century date change and how these actions will affect financial institutions. Please take a moment 
to familiarize yourself with this information.

Other information sources are also available for your use. For example, this Bank 
distributed century date change information to all financial institutions in Notice 96-75 dated 
August 19, 1996 (referred to as SR 96-16, July 3, 1996 in the enclosed newsletter). In addition, 
business development representatives in each office will have a video available in July that explains 
the impact of the century date change.

For additional copies, bankers and others are encouraged to use one o f  the following toll-free numbers in contacting the Federal 
Reserve Bank o f Dallas: Dallas Office (800) 333 -4460; El Paso Branch Intrastate (800) 592-1631, Interstate (800) 351-1012; Houston  

Branch Intrastate (800) 392-4162, Interstate (800) 221-0363; San A ntonio Branch Intrastate (800) 292-5810.

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



ENCLOSURE

A copy of the Federal Reserve System’s Spring 1997 edition of Century Date Change 
News is enclosed.

MORE INFORMATION

For more information, please contact Sam Gray via E-mail at sam.a.gray@dal.frb.org 
or by phone at (214) 922-5723. For additional copies of this Bank’s notice, please contact the Public 
Affairs Department at (214) 922-5254.

Sincerely,

mailto:sam.a.gray@dal.frb.org
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Year 2000 -  just around the corner!

I
n just over 30 months the world will stand on the brink o f the 21st 

Century. Needless to say, the move to the 21st century will be quite 

differentfrom the one that our ancestors experienced movingfrom the 

19th to 20th century. As just one example, in the last 50 years o f this cen

tury, our world has exploded with the use o f new technologies that affect 

every aspect o f our daily lives. From elevators to computers, bar codes, newer 

automobiles, and the ever-popular ATMs...all o f these technologies are run 

by software and hardware. Because o f the way dates have been coded into 

the hardware and software, the conveniences that enhance the quality o f 

our lives may not work as we cross into the year 2000.

The move to the year 2000 will affect all industries worldwide, and many 

businesses are carefully looking at the computer systems that run physical 

plants (e.g., heating, security, elevators), as well as those systems that run 

their accounting and business functions. Estimates abound in the popular 

and technicalpress about the amount o f time it is going to take any business 

to address the century date change issue. Experts indicate that the time to 

start addressing the challenge for many businesses already has passed, and 

that the costs and staff hours involved will be substantial.

Planning for the century date change (CDC) has started at many banks, 

savings institutions and credit unions. Because this is such a complex topic, 

this newsletter will be thefirst o f many communications to bringyou infor

mation on the Federal Reserve System’s plans and to provide you with in

formation that can help you plan for the move to the year 2000.

In this issue:

Year 2 0 0 0  -  just around the corner!  

So...exactly  what is the  problem? 

What is the Federal Reserve doing?  

What d o e s  my financial institution  
need to do? 

What do I do about my vendors?  

What about softw are  provided by 
th e  Federal Reserve?  

What happens if our institution’s  
century date  change project isn’t 
finished on time?  

How can I g e t  more information?

Please rou te  this information to:
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S o . . .  exactly what is the problem?
The year 2000 issue stems from date coding practices in both software and hardware. 
Specifically, hardware and software developers have often used two-digit numbers, rather 
than four-digit numbers to represent years. This was not negligence on their part, but 
rather a conscious decision to provide cost effective and efficient business solutions, given 
resource constraints and requirements in the past. Consequently, when the year turns to 
2000, the software may calculate the date as 1900 because the century has not been de
fined. The software won’t be able to perform certain functions since the date is “incorrect” 
according to the logic built into the software.

Unfortunately, this is not a problem that can be fixed overnight, or even in a day or two. 
In fact, depending on the business, the move to a CDC-compliant software and hardware 
environment may be a multi-year project. Most business consultants in the financial ser
vices industry estimate that once the recoding process is complete, testing alone will take 
approximately 50 percent o f the overall project effort. The testing process is critical to 
verifying that the modifications made will ensure correct processing for the year 2000 and 
beyond.

What is the Federal Reserve doing?
The Federal Reserve System has been working on its Century Date Change project for 
some time, in order to ensure that our own business and processing functions continue to 
provide you with high quality services. The planning stage has been completed and Fed
eral Reserve staff currently is assessing potential obstacles or identifying coding issues for 
many o f our hardware and software systems. In addition, recoding has been started with a 
number o f our systems.

In this issue o f  the C D C  newsletter we are providing information on the planning and 
assessment stages. In future issues, we will provide a status on our progress with coding and 
testing.

* Planning
The Federal Reserve uses hundreds o f  different vendor-provided and proprietary software 
products for internal use and external customer use. All o f these products must be certified 
to be year 2000 compliant. The Federal Reserve System and each Federal Reserve District 
have been developing a comprehensive approach to the project and assessing our systems 
for the past year.

Teams have been formed at both the national and local levels to address the C D C  chal
lenge. These teams are made up o f  all affected areas and management o f the Federal Re
serve System. Project plans and implementation plans are nearly complete and the teams 
have moved into impact assessment and preliminary code modifications. The Federal Re
serve System expects all o f its critical applications to be year 2000 compliant by the end o f 
1998.

The Federal Reserve’s C D C  project strategy has three distinct activities that will help us to 
achieve readiness for the century date change. These are:

--------------------

The Federal 
Reserve System 
expects  all of its 
critical applica
tions to  be year 
2 000  compliant 
by the  end of 
1998.
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Compliance: identifying problem areas and correcting them, testing and re-imple
menting CDC-ready components into production;

Communication: sharing information about problems and their solutions within 
the Federal Reserve System, with depository institutions, and with other external 
organizations; and

Administration: tracking the project and coordinating activities to make sure that 
all o f  our goals for a smooth and complete conversion are met.

provide any 
century  da te  
enhancem en ts  to 
the  cu rren t 
Fedline product 
before October 
1998.

As a first step o f the C D C  project, the Federal 
Reserve System developed this defin ition  o f  
compliance:

Software and hardware systems are defined as 
compliant i f  they can demonstrate correct man
agement and manipulation of data involving 

dates, including single-century and multi-cen
turyformulas, without causing an abnormally 

ended scenario within the system of data ex
changes via application interfaces, as well as 
data spanning the period before, during, and 

after the turn of the century.

* Assessment
During the assessment portion o f  our project, the various areas o f the Federal Reserve 
have been reviewing applications and hardware to identify potential trouble areas. This 
is a time-consuming (but very important) process to ensure that nothing goes awry when 
the year 2000 arrives.

Our assessment to date o f Fedline, Bulkdata and CIPS may be o f particular interest to you.

Changes to Fedline: To assess any Fedline changes that will be needed for the century date 
change, we are conducting an analysis o f  the generic operating functions o f the Fedline 
product, as well as each the business applications (i.e., Funds Transfer, Accounting and 
ACH) that are a part o f Fedline.

Our assessment may lead us to some decisions that may affect an institution’s back end 
software used to process Fedline transactions. For example, date fields with two-digit 
years may be expanded to include the century in the year. This change may require that 
you alter your back end software to accept an expanded field, or that you add logic that 
will determine the correct century from the two-digit year designation. The Federal Re
serve will inform affected Fedline users o f  any known changes to file or message formats 
by the end o f  1997. We also plan to provide any century date enhancements to the 
current Fedline product before October 1998.

07376839
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The new Fedline for the Windows®95 and Windows NT" Operating Systems product, cur
rently in development, has been designed to fully accommodate the century date change. 
Additional information regarding the new product will be released as it becomes available.

Changes to Bulkdata: A preliminary impact assessment has been reviewed by Federal Reserve 
staff involved with the Bulkdata product, with the final version o f  the document due shortly. 
As with the Fedline product, identification o f software code in need o f  modification is an 
on-going process. The impact analysis also addresses coordinating user testing, and respond
ing to customer inquiries.

In order to ensure continuous operations, there will be one MVS Bulkdata and one Unisys 
Bulkdata release that will accommodate the necessary century date change requirements. 
The anticipated schedule is the following:

RELEASE ANTICIPATED DATE

MVS (XA/ESA only) Bulkdata Version 5.1.3C First Quarter, 1998

Unisys V Series Bulkdata Version 2.4.1 April, 1997

Unisys A Series Bulkdata Version 3.0 October, 1998

DOS/VSE Bulkdata will not be made year-2000 compliant and should be replaced by year- 
end 1998, with one o f the releases listed above.

The Bulkdata User File Headers currently in use will not be expanded from the current 2
digit year to a 4-digit year (i.e., 2000 will appear as 00). As a result, no Bulkdata Computer 
Interface Protocol Specifications (CIPS) changes will be required. However, if your applica
tion interprets the Bulkdata User File Header as part o f your application process, you may 
need to modify your code to calculate 00 as greater than 99.

The Federal Reserve will be communicating any changes to Bulkdata directly to our contacts 
in those institutions using the Bulkdata utility as soon as possible.

Changes to CIPS documentation: All o f the applications are currently being reviewed for 
changes that will impact the CIPS documentation. While we will publish the exact schedule 
for CIPS documentation release in our next C D C  Newsletter, our schedule calls for the 
release o f all CIPS changes for each application no later than year-end 1997.

What does my financial institution need to do?
Each institution needs to assess its hardware and software for year 2000 readiness. This assess
ment should include: a detailed plan from the owners o f  the software or hardware that 
outlines actions related to Year 2000 compliance; an estimate o f the time it will take to 
change the code; any anticipated issues or problems; milestone dates for the various stages o f 
the plan; the approximate testing windows; and any other contingencies or dependencies.

. . .  our schedule 
calls for the  
re lease  of all CIPS 
changes for each 
application no 
la ter than  year- 
end 1997.
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Once these plans are in place, you may need to prioritize your hardware and software appli
cations, by taking into account those that are the most critical to your business, those that 
may take longer to recode because o f the number o f changes required, or those applications 
that will take longer to test. Your priorities will help determine your C D C  work effort.

There are many phases in the century date compliance project you may want to include in 
your C D C  project:

• Planning: This step may include formation o f a project team with membership drawn from 
every department o f the institution, including Legal and Audit. It also is important at this 
stage to obtain senior management support for the project. You may want to consider the 
use o f software tools and/or outside consultants that can supplement your own internal 
resources. You also will want to consider training that may be needed as well as possible 
changes to policies and procedures as a result o f the century date change.

• Assessment: At this point in the project, a complete inventory o f all the software and hard
ware utilized by every department in your institution will need to be completed. Each de
partment should begin to evaluate the scope o f the changes needed to bring your institution’s

software and hardware into compliance and 
the resources required to make the changes. 
In addition, an assessment should be done 
o f  how various application systems, such as 
your DDA and Loan software, use dates in 
their calculations. You also will need to as
sess how your outside vendors are perform
ing date calculations.

As part o f  the assessment process, you will 
want to receive an assurance from any com
pany selling you new hardware and software 
that the product is year 2000 compliant. 
Upon receipt, you will want to check all soft
ware and hardware for year 2000 compliance 
and consider returning any software or hard
ware that was certified as compliant by the 
vendor, but is not compliant.

• Coding: Now comes the good part! All the changes necessary to make your hardware and
software compliant have been identified and it’s time to make it happen. In this phase the
programming staff will be modifying program code and performing some testing.

• Testing: This is the most important phase o f the entire project. In this step everyone gets 
involved - your own staff and outside end-users (if any). Some experts have estimated that 
up to 50 percent o f the project should be devoted to testing. All aspects of your hardware 
and software should be thoroughly tested not just for January 1, 2000, but for dates before 
and afterjanuary 1,2000, as well. For critical applications, we recommend regression testing 
to ensure that date changes have not affected other code.

• Implementation: If rigorous testing has been completed, this step should be quite painless.
Your testing should be completed early enough so that if implementation uncovers any

5
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hidden problems, you will have time to correct errors. However, in case o f potential prob
lems, you may want to include both documentation and contingency planning as part o f 
your project plan.

One aspect o f your planning process should be determining the appropriate tools you may 
want to use. While some institutions may have in-house resources that can be allocated to 
the century date change project, others will need to turn to outside consultants or vendors. 
There are a number o f  companies that offer software that can assess, test, and manage your 
code changes. In addition, there are a number o f companies that provide both consulting 
and outsourcing services. When going through your consultant or vendor evaluations, be 
very clear about your needs, the resources you have available, your time table, and the 
range o f services the consultant or vendor offers (e.g., training, consulting, and problem 
identification).

What do I do about my vendors?
One of the first steps you will want to take is to ensure that your vendors provide you with 
information on the status o f C D C  compliance o f their software and/or hardware. I f  you 
have not started this vendor assessment process, you may want to work with your legal 
counsel to develop a letter to send to all vendors requesting information on the compli
ance o f the products you use.

Here is a list o f  some common industry activities that you might want to incorporate into 
your planning to ensure that your vendor products are year 2000 compliant. Depending 
on your institution, you may need to tailor or supplement this list to meet your needs.

* Develop a complete inventory of all vendor-supplied software and hardware. Identify 
interdependencies with other vendor-supplied or proprietary software and hardware.

* Contact the vendors to request specific information on their plans for year 2000 
compliance.

* Rank the products to identify which are the most critical or sensitive to the on-going 
operation of your institution.

* Identify non-compliant products, the date that products are scheduled to be compliant, 
and issues you will need to address (e.g., finding replacement products) based on the 
responses you receive from your vendors.

* Install and thoroughly tes t  products vendors have certified as compliant to make sure 
that all interfaces with your software and hardware work and that the software operates 
as stated by the vendor.

* Develop contingency plans for any problems you encounter, and develop a strategy for 
unanticipated problems that occur at the last minute.

6
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What about software provided by the Federal Reserve?
Since the Federal Reserve is considered by financial institutions to be a vendor, we already 
have received letters and requests from some of our customers asking us to provide infor
mation on our certification process. As stated previously, we are in the various stages o f the 
assessment, planning, and certification process on our software. As we have more specific 
information, we will be notifying all users o f changes we are making to the software, changes 
required o f  the customer, and testing required by the customer. We will be doing this 
through newsletters, such as this one, individual letters to affected institutions, a Web site 
devoted to the century date change issues, and other communication vehicles.

What happens if our institution's century date change project isn't finished on time?
As part o f your project plan, mission-critical software and hardware should have been 
identified, tested, and implemented long before the end o f 1999. However, if there is a 
possibility that modifications cannot be completed or processing may not be correct for 
some of your software or hardware, you should develop contingency plans to provide an 
alternate mode o f operation. Please keep in mind that coding problems will not be easy to 
determine at the last minute so every effort should be made to ensure that all changes are 
tested and in place.

One last note:
Because the Federal Reserve and the other regulatory agencies recognize the critical impor
tance o f the century date change process, a letter (SR 96-16, July 3, 1996) has been sent to 
the C E O ’s o f all financial institution alerting them to the need to plan for the century date 
change in all o f  their information system applications. The letter also notes that examina
tion staff will be reviewing the century date change project plans your institution has put 
in place and the progress you have made. You can obtain a copy o f this letter from your
local Federal Reserve Bank. Other communications on the move to the new century and
the impact on computer software and hardware will be forthcoming.

How can I get more information?
A video on the impact o f the century date change will be available in early June to inter
ested institutions. If you would like to obtain a copy, please contact the Business Develop
ment Department at the Federal Reserve office serving your area.

If you have specific questions about the Federal Re
serve System’s plans, please contact the person serving 
your institution listed on the cover letter. If you have 
questions about your vendor software, please contact 
your vendor representative.

Finally, we have added several references to the last page 
o f  this newsletter in case you are interested in obtain
ing more information on the impact o f  the century date 
change.



Thefollowing articles on the impact o f the century date change may be 
ofinterest to you andyour colleagues. While the list includes commonly 
cited articles, it is not inclusive nor does the Federal Reserve Bank nec
essarily endorse all o f the ideas presented. In addition to these articles, 
please watch your local and national trade association periodicals for  
more information.

Barthel, M. “ Laggards Apart, Banks Get Ready for Computer Code Glitch in 2 0 0 0 .”
American Banker, February 3, 1997, p 11 A.

Barthel, M. “ With 2 0 0 0  Comes a Big Challenge in Bank S ys tem s .”
American Banker, March 7, 1996, p 16.

Best, E. “ New Year Nightmare 2 0 0 0 . ”
The International Economy, January/February 1997, pp 9-13.

Celko, J. “ Start Fixing Year 2 0 0 0  Problems Now.”
Datamation, v 42 (January 1, 1996), pp 36- 38.

De Jager, P. “ Take the  Year 2 0 0 0  Test!”
Datamation, v 42 (October 1996), pp 76-78.

De Jager, P. “ How Big Is Your Year 2 0 0 0  M ess?”
Datamation, v 42 (September 1996), pp 109- 110.

Gomes, L. “ Even Som e New Softw are Won’t Work in 2 0 0 0 .”
The Wall Street Journal, September 18, 1996, p Bl.

Spiro, L. N. “ Panic In the Year Zero Zero.”
Business Week, August 12, 1996, 72-73.

Petzinger Jr., T. “ B u s in esse s  Make a Date to Battle Year 2 0 0 0  Problem.”
The Wall Street Journal, July 26, 1996, p Bl.

Taninecz, G. “ Tick Tock 2 0 0 0 . ”
The Management Magazine, v 245, September 2, 1996: 36-37.

In addition to the articles listed above, you w illfind a lot o f information on the 
Internet i f  you search under either “century date change” or “year 2000. ’’ Many 
hardware and software providers have information on the products you me and 
the solutions they are proposing for the move to the new century. In addition, a 
number o f papers and speeches reviewingyear 2000 issues have been posted.




