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FED PRICING STARTS WITH WIRE TRANSFERS

On January 29, the Federal Reserve
began pricing for wire transfer of
funds and net settlement entries—

the first services priced for use by
all depository institutions under
terms of the Monetary Control Act
(MCA).

In addition, the Board of Governors
approved fees for services pro
vided by Reserve Bank automated
clearinghouse (ACH) operations,
effective August 1. Still pending are
Fed fee schedules for check clear

ing and collection, transportation of
currency and coin, cost of check
float, noncash collection, and se
curities handling (see table).

The Fed will provide funds-transfer
services through its FEDWIRE, a
nationwide communications link

among Federal Reserve offices,
participating depository institutions
and various government agencies.

The net settlement service involves

the posting of debit and credit ad

vices generated by a third party to
accounts held on the books of the

Federal Reserve. The third party is
typically a provider of services to
depository institutions, such as pri
vate-sector clearinghouse associa
tions. The basic charge for each in
dividual net settlement will be 80

cents, with additional surcharges of
$1.80 if telephone advice is re
quested and $2.70 if the settlement
is originated off-line.

The Fed will advise depository insti
tutions daily of their wire-transfer
and net-settlement charges on a
Service Charge Notification (SCN)
report and will charge institutions
for aggregate transactions the next
business day. To aid institutions in
preparing for the billing process,
the Fed sent them sample SCNs, on
a daily basis, one week prior to the
January 29 startup of access and
pricing.

(Continued on page 4)

FED SERVICES SCHEDULE

Schedule for Access and PricingService

Check Collection & Clearing

Securities Handling

Noncash Collection

Coin and Currency Transport

Coin Wrapping

Check Float

August 1, 1981*

October 1981

October 1981

January 1, 1982

(not available in Twelfth District)

Pending further study

ccess by all depository institutions to local RCPC arrangements began o
ecember31,1980. n

MCA ADVISORY
GROUP CONVENES

The Federal Reserve Bank of San

Francisco held an initial meeting
January 29 of its MCA Advisory
Group, a 12-member panel de
signed to help Reserve Bank man
agement deal with the problems as
sociated with implementation of the
historic Monetary Control Act.

Describing the purposes of the Act
to the advisory panel, Reserve Bank
President John J. Balles said, "Con
gress tried to promote greater
equity and improved monetary con
trol by extending reserve require
ments to all depository institutions
with transaction (check-type) ac
counts and nonpersonal time de
posits. Moreover, Congress tried to
promote greater efficiency in fi
nancial markets, by providing
access to Federal Reserve ser

vices, at explicit prices, for all
depository institutions subject to
reserve requirements."

Balles noted that, with the imple
mentation of the Monetary Control
Act, the Federal Reserve has estab
lished direct business relationships
with thrift institutions, and also has
begun to change the way it does
business with commercial banks.

He added that the System's consti
tuency nationwide has increased
seven-fold, and that the increase
has been even greater in the nine
Western states served by the San
Francisco Reserve Bank.

The Fed's Board of Governors and

Reserve Bank Presidents voted in

December to establish liaison ar

rangements with nonmember insti-

(Continued on page 3)



FEDWIRE READY
FOR NEW CONSTITUENTS

This article is the first in a series

highlighting Federal Reserve oper
ations. In each issue, this publica
tion will contain an article covering
one of the many banking operations
maintained by the Federal Reserve
System. This month, the funds
transfer (FEDWIRE) service is fea
tured. This service became acces

sible on January 29 to all depository
institutions as part of the provisions
of the Depository Institutions De
regulation and Monetary Control
Act of 1980.

Wire transfer of funds is one of the

most useful services offered by the
Federal Reserve Bank. It provides a
communications link among Fed
eral Reserve offices, participating
depository institutions, and several
government agencies. It has the
capacity to debit an account at a
Reserve Bank and generate an
equivalent credit in an account at
the same, or any other, Fed office. It
also has the capability of trans
ferring Government and Agency
securities.

These services are made possible
by the Federal Reserve Communi
cations System, commonly known
as the FEDWIRE. The FEDWIRE is

a sophisticated telecommunica
tions network, organized around
switching facilities in the head
quarters office of each Reserve Dis-
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trict and a central, national switch

for inter-district transfers, located in
Culpeper, Virginia.

The FEDWIRE provides an efficient
mechanism for depository institu
tions to manage the balances they
maintain at their regional Reserve
Bank. It enables an institution to

transfer funds between its own re

serve account and the account of

another institution with same-day
settlement. Transfers may accom
modate purchase or sale of funds,
settlement of accounts between

institutions, and account replen
ishment. In addition, financial in
stitutions can conduct transactions

on behalf of third parties through
FEDWIRE.

FEDWIRE Access

To obtain access to the FEDWIRE, a

depository institution must maintain
a direct accounting relationship
with the Federal Reserve System.
Any institution not wishing to main
tain a direct account may establish
a correspondent banking relation
ship, which permits it to gain in
direct access to the FEDWIRE

through its correspondent.

Depository institutions maintaining
direct reserve accounts at a Re

serve Bank can gain access to the
FEDWIRE through either on-line
or off-line facilities (see box of
options).

On-line institutions have direct ac

cess to the FEDWIRE through their
own terminal devices or computer
links. Their originations and re
ceipts are processed automati
cally, with no manual intervention
required by the Reserve Bank. De
pository institutions with sufficient
funds transfer activity (generally 10
or more transactions per day) may
find it cost-and-time-effective to be

on-line to the FEDWIRE.

On-line service provides for im
mediate availability of a confirma
tion produced on the printer of a
financial institution's terminal. With

this arrangement, the financial insti
tution receives faster service for it

self and its customers, as well as
more efficient money management.
In addition, lower per-transfer fees
may help an institution recognize

Five FEDWIRE
Service Options Cost

1. On-line origination of a trans- $ .80
fer without telephone advice
(notification) to the receiver.

2. On-line origination of a trans- 2.60*
fer with telephone advice to the
receiver.

3. Off-line origination without 3.50
telephone advice to the
receiver.

4. Off-line origination with tele- 5.30*
phone advice to the receiver.

5. Standing order for telephone 1.80
advice of all credits to the re

ceiver regardless of instruc
tions by the originator.

'Effective March 26,1981

substantial savings if many trans
actions are conducted each day.

Off-line Uses Telephone
Off-line institutions do not have di

rect computer terminal links to the
Reserve Banks, and must initiate
wire transfers by calling the central
ized wire room in San Francisco via

special WATS telephone lines or by
another arrangement approved by
the Federal Reserve Bank. The Re

serve Bank operator enters the
transaction directly into a wire-
transfer data bank in the Reserve

Bank's computer. To complete this
process, the Reserve Bank must
authenticate, process, and validate
the transfer request before releas
ing it into the FEDWIRE.

An off-line institution does not

receive an immediate advice of a

transaction unless specifically re
quested by the sender or the re
ceiver. If requested, the Federal
Reserve Bank telephones the ad
vice to the institution. Advices of all

off-line transactions are sent to

depository institutions the fol
lowing day with the daily account
statement.

Any institution with a direct Federal
Reserve Bank account can provide
correspondent service for other in
stitutions. In this capacity, the cor
respondent institution may use the
FEDWIRE to accommodate its re

spondents in the transfer of funds.

A uniform service charge, based on
actual costs plus a 16-percent
markup to match private-sector

(Continued on page 4)



ADVISORY GROUP
(Continued from page 1)

tutions as soon as possible. The
San Francisco Bank thereupon set
up its advisory group, which in
cludes three representatives each
from member banks, nonmember
banks, savings-and-loan associa
tions (including mutual savings
banks) and credit unions.

In its initial meeting, the advisory
group considered several major is
sues dealing with MCA implemen
tation, including reporting and re
serve accounting, charges for Fed
services, and access to Fed bor

rowing privileges. The group plans
to meet every other month during
the year.

Members of the Bank's MCA Advis

ory Group include:

Member Banks. Spencer F. Eccles,
president and chief operating of
ficer, First Security Corp., Salt Lake
City; Rayburn S. Dezember, chair
man and president, American Na
tional Bank, Bakersfield, California;
Robert A. Young, chairman and
president, Northwest National
Bank, Vancouver, Washington.

Nonmember Banks. Richard N.

Adams, president, The Bank of
Commerce, Idaho Falls, Idaho;
Nimei Akamatsu, president, Sumi
tomo Bank of California, San Fran
cisco; Hugh R. Pingree, president,
First Hawaiian Bank, Honolulu.

Savings and Loan Associations.
Joseph T Forgatch, executive vice
president, California Federal Sav
ings and Loan, Los Angeles; George
E. Leonard, chairman of the board
and chief executive officer, First Fed
eral Savings and Loan of Phoenix,
Arizona; Robert B. Weber, president
and chief executive officer, Puget
Sound Mutual Savings Bank, Seattle,
Washington.

Credit Unions. Wilfred F. Broxter-

man, president, WESCORP, Pomona,
California; William B. Eckhardt, pres
ident, ALASKA U.S.A., Anchorage;
Cleo E. Denham, manager and trea
surer, Klamath Lake Teachers Fed
eral Credit Union, Klamath Falls,
Oregon. W.B. Eckhardt C.E. Denham
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FEDWIRE READY
(Continued frompage 2)

fees, will be levied for each funds
transfer.

Uniform Hours

The FEDWIRE will institute uniform

operating hours nationwide on May
1. The deadline for transfers be

tween Fed districts will be 4:30 p.m.
Eastern time. At present, closing
times for the FEDWIRE are stag
gered across time zones. Under the
new uniform operating hours, Fed
District Banks may operate the sys
tem at their option from 4:30 to 6
p.m. Eastern time but solely for
transfers within a district.

To gain access to the FEDWIRE, a
direct-account institution will need

to take some preparatory steps. It
must provide its regional Reserve
Bank with a list of personnel author
ized to handle transactions, as well
as the specific address where all
procedures and memos should be
sent. In return, the Reserve Bank
will provide the institution with a
special packet containing detailed
instructions on FEDWIRE, including
contacts, procedures and code
words.

Institutions wishing to obtain detail
ed information on specific aspects
of FEDWIRE should contact the

Communications Department of the
Federal Reserve Bank of San Fran

cisco at (415) 544-2680. Iffa

INSTITUTIONS START
QUARTERLY REPORTS

On January 15, depository institu
tions with total deposits of $2 million
to $15 million began providing the
Federal Reserve with quarterly re
ports of vault cash, transaction
(check-type) accounts and other
deposits. They provided these re
ports under guidelines established
by the Depository Institutions De
regulation and Monetary Control
Act of 1980.

The broadened constituency of
quarterly reporters will begin main
taining reserves with the Federal
Reserve Bank of San Francisco on

March 19.

The Reserve Bank held technical

seminars for the quarterly reporters
at all of its five offices in early
January. The seminars included a
review of Regulation D, which per
tains to reserve requirements of
depository institutions, reserve-
account and pass-through agree
ments. In addition, they covered the
1981 reporting and reserve main
tenance schedule, as well as detail
ed instructions for the preparation of
a new form called "Report of Trans
action Accounts, Other Deposits
and Vault Cash (form FR 2900)."
The data collected will be used to

determine reserve requirements
and to measure the nation's money
supply. ||
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FED PRICING
(Continued frompage 1)

For ACH services, the Fed set a
one-cent cost for each item han

dled within any Reserve Bank (with
the exception of the New York Fed).
ACH items handled among Fed Dis
tricts (with the exception of New
York) will cost 1.5 cents apiece. The
fees at the New York Reserve Bank

will be 0.3 cents per item for intra-
ACH services.

In determining fees, the Federal Re
serve followed pricing principles
designed to encourage competi
tion among depository institutions
and to provide for an adequate level
of services nationwide. These prin
ciples included pricing all services
explicitly, establishing fees based
on full long-run costs, adding a 16-
percent markup as an adjustment
factor to private-sector charges,
and matching revenues for major
services with costs. 'flip

VOLCKER TESTIMONY

Copies are now available of Mone
tary Policy Objectives for 1981—
the report presented by Federal
Reserve Chairman Volcker to Con

gress on February 25-26, 1981. For
free copies of the report, call or write
the Public Information Section, Fed
eral Reserve Bank of San Francisco,
P.O. Box 7702, San Francisco, CA
94120. Phone (415) 544-2184. *Ji


