
Federal
RESERVE BANK

Notes
FEDERAL RESERVE BAN^ OJF.SAIM FRANCISCO • January 1981
Serving Alaska, Arizona, California, Hawaii, Idaho, Nevada, Oregon, Utah & Washington

S.F. RESERVE BANK
BROADENS OPERATIONS

During 1980, the operations of the
Federal Reserve Bank of San Fran

cisco began to change dramatically,
in response to several historic finan
cial and legislative developments.
At the same time, the Reserve Bank
continued to provide central-bank
services—in the area of checks,
coin, currency, fiscal agency, and
electronic fund transfers—for a re

gional economy which again grew at
a faster pace than the rest of the
nation. The Twelfth District, which is
served by five Reserve Bank offices
(San Francisco, Los Angeles, Port
land, Salt Lake City and Seattle) is
the largest Federal Reserve District
in terms of both geographic size and
industrial activity.

The 1980 combination of high infla
tion and high interest rates created
an expanded workload for many of
the Bank's operating departments,
not to mention an increased de

mand for policy analyses by the
Bank's research economists. The

fiscal department, for one, came
under heavy pressure at times from
large crowds of individual investors
who wanted to take advantage of
the record-high interest rates avail
able on government securities.
Throughout the spring months, the
Bank's staff implemented the Spe
cial Credit Restraint program that
the Federal Reserve had unveiled

on March 14 as part of the govern
ment-wide drive to curb speculative
inflationary pressures. The Bank's
statistical-services department, for
example, thereafter became heavily

(Continued on page 2)
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MAIER, AHMANSON HEAD FED BOARD

The Federal Reserve Board of Gov

ernors has renamed Kaiser Alumi

num executive Cornell C. Maier as

chairman of the board of directors of

the Federal Reserve Bank of San

Francisco for 1981. At the same

time, the Board of Governors redes
ignated Caroline Leonetti Ahman
son, chairman of the board of Caro
line Leonetti Ltd. of Hollywood, as
deputy chairman.

Both Maier—board chairman, pres
ident and chief executive officer of

Kaiser Aluminum and Chemical

Corporation of Oakland—and Mrs.
Ahmanson are entering their sec
ond years in the top two positions
with the San Francisco Fed Board.

In addition, Maier has been reap
pointed to a three-year term as a
public (Class C) director by the
Board of Governors, effective Jan
uary 1.

Maier became president of Kaiser in
1972 and chairman of the board in

1978. His firm has assets in excess

of $2 billion, and is engaged in a
number of businesses—aluminum,
industrial and agricultural chemi
cals, refractories, international
commodity trading, and real-estate
development—in the United States
and 17 other countries.

A native of South Dakota, Maier
joined Kaiser Aluminum in 1949,
immediately following graduation
from the University of California with
a degree in electrical engineering.
He is a member of the national Bus

iness Roundtable, a director of the
California Chamber of Commerce,
and a member of the board of trust

ees of the National Urban League.

Mrs. Ahmanson is active in national

and regional civic affairs, in addition
to serving as chairman of the self-

(Continued on page 4)



RESERVE OPERATIONS
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involved in the implementation of
reporting procedures for nonbank
consumer lenders, who were sub
ject to a special deposit requirement
under the credit-restraint program.

Supervisory Developments
In the supervisory area, bank exam
inations and bank holding-company
inspections during 1980 confirmed
the generally healthy condition of
the institutions supervised by this
Reserve Bank. During the year, the
General Accounting Office (GAO)
conducted a review of procedures
used to monitor commercial-bank

compliance with the Treasury De
partment's recordkeeping and re
porting regulations. This review,
part of a broad GAO evaluation of
the effectiveness of Federal bank-

regulatory agencies, has involved
field work in San Francisco and three

other Federal Reserve Districts.

Supervisory personnel implement
ed several initiatives designed to
improve efficiency and strengthen
examination procedures. These in
cluded hosting two conferences on
the subject of international exami
nations. One conference concerned

the examiner's role in evaluating
"country risk"—the debt-manage
ment problems of individual coun
tries—and the second involved dis

cussions with other Federal and

state regulatory agencies concern
ing the Uniform Report of Examina
tion developed by the Federal Fi
nancial Institutions Examination

Council. Bank staff also improved
the examination coverage of Edge
Act corporations (firms involved in
international trade and finance) by
establishing working relationships
with the internal-audit teams sent to

review Edge corporations by their
parent firms located outside this
District. In the trust area, Bank staff
conducted a joint examination with
personnel of the Securities and Ex
change Commission (SEC), to com
pare operating procedures of de
pository trust institutions with stan
dards defined by the SEC.

The consumer-affairs staff con

ducted examinations at all state-

member banks, and also at about
one-fifth of their branches, in line
with an expanded System-wide pro
gram designed to achieve broad-
based compliance with consumer-
protection laws and regulations.
The Reserve Bank received numer

ous individual consumer complaints
against commercial banks, but none
of the complaints required the Bank
to resort to its enforcement powers
to compel remedial action. In addi
tion, the staff received several thou
sand requests for information from
the general public, many of them
in response to a series of Bank-
produced public-service announce
ments on consumer regulations,
which were shown on a number of

television stations in the District.

Computer Developments
The Bank continued to implement a
long-range automation plan during
1980. This plan calls for District-
wide standardization of processing
for most operations, and the central
ization of some activities. Under the

plan, all five offices are tied together
via a modern computer network
controlled from the San Francisco

data center. In 1980, the staff in
stalled a standard accounting sys
tem in all branches, in a major step
toward standardizing District sys
tems. To accommodate the increas

ing level of automation over the next
several years, computer personnel
installed a new computer in the San
Francisco data center, and made
plans to upgrade computers in Los
Angeles and Seattle during the first
part of 1981. This upgrading was
doubly necessary because of the
heavy workload created by imple
mentation of the new MCA programs.

Data-processing and fiscal person
nel continued work on the automa

tion of a Treasury-securities inven
tory and transfer system (called
SHARE). San Francisco is the lead
district on this project, which on
completion in 1981 will provide a
standardized on-line database ser

vicing 13 offices in the Kansas City,
St. Louis and San Francisco districts.

Payments Services
In 1980, as in earlier years, elec
tronic-payments systems continued
to expand rapidly. While check-

processing activity increased only
one percent, wire funds-transfer
volume jumped 27 percent, as Dis
trict member banks sent several tril

lion dollars through the Federal Re
serve's wire-transfer system during
the year. Moreover, a sharp 27-
percent gain in volume occurred at
automated clearinghouses (ACHs),
which move funds by electronically-
transmitted payment instructions
that take the place of paper checks.
To accommodate rapid volume
growth and improve operational
controls, the Bank consolidated its
wire-transfer function in San Fran

cisco during the year. ACH person
nel meanwhile installed new soft

ware to provide for an automated
reconcilement system as a means
of reducing operational errors.

In check-processing activity, Bank
staff handled 1.5 billion paper
checks during the year—a signifi
cant deceleration from earlier

growth patterns. However, drastic
changes in deposit schedules short
ened check-processing times and
increased pressure on equipment
and staff resources. The Bank be

gan to develop a major automation
project in the low-speed processing
function—which handles nonma-

chinable deposits and checks re
jected for poor encoding, mutilation,
improper size, etc.—to replace la
bor-intensive procedures. Reduc
tion of float (checks credited prior to
receiving payment) received high
priority during the year, especially in
view of the requirement to price float
under the Monetary Control Act.

Cash, Fiscal Activities

Despite the increase in check usage
and the rapidly accelerating growth
in electronic payments, the Reserve
Bank continued to handle substan

tial amounts of coin and currency in
1980. Altogether, it paid 4.9 billion
coins and 1.6 billion pieces of cur
rency into circulation during the
year. Efficiency in the cash function
improved with the installation of
more high-speed currency-sorting
machines, of which six are now in
operation at various District loca
tions. Each machine has an opti
mum feed rate of 1,200 notes a min-
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FED SELECTS
NEW DIRECTORS

Veteran Oregon lumberman John
C. Hampton has been designated
chairman of the Portland branch of

the Federal Reserve Bank of San

Francisco, and three other new di
rectors have been appointed to Fed
branch boards in Seattle, Salt Lake
City and Portland for three-year
terms that began in January.

Hampton, chairman of the board
and president, Willamina Lumber
Company, was appointed to the
Portland Board by the Federal Re
serve Board of Governors. A long
time resident of Portland, Hampton
succeeds lumber executive Loran L.

Stewart, who retired from the Port
land Fed Board after serving seven
years. Hampton currently serves on
the boards of Milne Construction

Company, Medford Corporation,
National Forest Products Associa

tion and the Portland Opera Associ
ation. He is also past president of
Western Wood Products Association.

Directors of the San Francisco Re

serve Bank meanwhile appointed
William S. Naito to the Portland

Board, Lonnie G. Bailey to the
Board of the Seattle Fed, and Albert
C. Gianoli to the Board of the Salt

Lake City Fed.

Naito, vice president of the Norcrest
China Company of Portland, re
places Kenneth Smith of the Con
federated Tribes of Warm Springs,
Oregon. Naito is well known for his
involvement in the renovation and

preservation of older buildings in
downtown Portland. He is a Port

land Chamber of Commerce board

member and a director of Reed

College.

Bailey is executive vice president
and chief executive officer of the

Farmers and Merchants Bank of

Rockford at Opportunity, Washing
ton. He succeeds Rufus C. Smith,
board chairman of the First National

Bank of Enumclaw (Washington).

Gianoli, president and board chair
man of the First National Bank of

Ely, Nevada, replaces Mary S.
Knox, board chairman of Idaho
State Bank. Gianoli currently serves
as treasurer and director of the

William S . Naito
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Lonnie G. Bailey

Albert C. Gianoli

LOS ANGELES EDUCATOR
NAMED TO FED COUNCIL

Nancy Z. Spillman, a Los Angeles
educator, is one of eight new mem
bers appointed to the Federal Re
serve Board's Consumer Advisory
Council. Council members, who
represent a broad range of U.S.
consumer and creditor interests,
advise the Board in the field of con

sumer-credit protection laws.

Ms. Spillman is a professor of eco
nomics at Los Angeles Trade Tech
nical College and director of the
college's Center for Economic Edu
cation. She edits a national con

sumer-education newsletter and

has been active in the consumer

field as a teacher, writer and lecturer.

White Pine Chamber of Commerce,
member of the Advisory Committee
of the Bristlecone Convention Cen

ter of Ely, and director and member
of the Legislative Committee of the
Nevada Bankers Association. Gia

noli also is a member of the Amer

ican Institute of Mining Engineers,
Western Independent Bankers As
sociation, American Bankers As
sociation and Small Business Ad

ministration Advisory Council.

Reappointed to new three-year
terms on branch boards of directors

were Lola McAlpin-Grant, assistant
dean of the Loyola Law School, and
James D. McMahon, president of
the Santa Clarita National Bank,
Valencia, at Los Angeles; J.L. Ter-
teling, president, The Terteling
Company, Inc., Boise, Idaho, at Salt
Lake City; and Virginia L. Parks,
vice president for finance and trea
surer, Seattle University, at Seattle.

Redesignated as branch Chairmen
for 1981 were Harvey A. Proctor,
chairman of Southern California

Gas Company, at Los Angeles;
Wendell J. Ashton, publisher, Des-
eret News, Salt Lake City; and
George H. Weyerhaeuser, presi
dent and chief executive officer,
Weyerhaeuser Company, at Seattle.
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RESERVE OPERATIONS
(Continued from page 2)

ute, and is capable both of detecting
counterfeits and of destroying, on
line, those notes which do not meet

fitness standards. To improve pro
duction capabilities as well as the
quality of currency in circulation, the
San Francisco and Los Angeles of
fices both started second-shift pro
cessing on the new equipment dur
ing the year.

In its role as fiscal agent for the U.S.
Government, the Reserve Bank
handled substantial amounts of

public-debt instruments in the form
of savings bonds, marketable Trea
sury securities and food stamps.
Activity in marketable securities in
creased 52 percent in volume, re
flecting strong investor interest in
the record-high rates offered on
such issues. Moreover, volume rose
because of an increase in the re

demption of savings bonds, which
paid a considerably lower rate of
interest than marketable securities.

During this same period, the Trea
sury Department recalled all Series
E and H savings-bond stock for re
placement with Series EE and HH
bonds. This process, which in
volved reconcilement with over

8,800 issuing agents, was a major
effort spanning the entire year.

These developments caused se
vere processing backlogs during

the first half of the year. The back
logs were overcome by midyear
with additional trained staff and

enhancements to automated sys
tems. The summer decline in inter

est rates provided time to react to
the rapidly changing securities mar
ket. As rates again surged upward in
late fall, the Bank was better posi
tioned to cope with significant in
creases in volume.

Improved Productivity
Throughout the year, the Bank's
management struck an appropriate
balance between cost-effectiveness

of operations and quality of output.
The San Francisco Reserve Bank

rated second in the System in cost
effectiveness, with aggregate unit
costs 7 percent below the System
average. Productivity (output per
worker hour) in these operational
activities has increased 74 percent
in the past six years, thus helping to
offset the sharply rising costs of sal
aries, material and equipment.
Meanwhile, as a result of a quality-
improvement program initiated
three years ago, the Bank ranked
among the System leaders in quality
of performance, as measured by re
ductions in errors and processing
times on various operational tasks.
Lastly, as a means of assuring the
effectiveness of future operations,
the Bank began construction of a
12-story 653,000-square-foot head
quarters building on San Francis
co's Market Street. "flli
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MAIER, AHMANSON
(Continued from page 1)

improvement educational organiza
tion bearing her name. She serves
on the board of directors of Walt

Disney Productions and the City of
Los Angeles Economic Advisory
Council. She has received presi
dential appointments as a member
of the National Council on the Hu

manities and as an executive-board

member of the Peace Corps' Na
tional Advisory Council.

On the regional scene, Mrs. Ahman
son serves on the boards of trustees

of the California Museum of Science

and Industry, the Los Angeles
County Museum of Art, the Perform
ing Arts Council of the Music Center,
and as vice chairman of the Ameri

can Association of Museums Trust

ees Committees. In addition, she
serves as vice president of the
board of directors of the Los An

geles Area Chamber of Commerce,
the board of directors of the Los

Angeles World Affairs Council, and
the National Committee on United

States-China Relations, Inc. She
also is a director of the Greater Los

Angeles Visitors and Convention
Bureau. 1j|p


