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CASH TRANSPORTATION
PRICING SET TO BEGIN

Effective January 28,1982, the Fed
eral Reserve will implement the fee
schedule for cash transportation
services as mandated by the Mone
tary Control Act of 1980.

The fee schedule consists of a vol

ume charge ($.50 per bag of cur
rency or coin) plus a per-stop
charge (a delivery zone fee based
upon the distance the money is
shipped and the carrier route). The
Fed does not own any armored
cars, but contracts for them from

common carriers.

The fee schedule includes a mark

up of 16 percent as a private sector
adjustment factor to the System's
administrative costs in providing
coin and currency transportation
services.

Registered mail is used to provide
service to those endpoints where
armored carrier service is unavail

able. There is no volume charge for
mail service, since fees reflect
actual mail costs such as postage,
registered fees and full insurance.
The Board adopted a ceiling of
$37.50 for one-way mail service for
1982.

Per-stop charges will vary accord
ing to zone in each area of the
Twelfth District, which is served by
the Bank's offices in San Francisco,
Los Angeles, Portland, Salt Lake
City and Seattle. To obtain informa
tion about delivery stops included in
a particular zone, users may contact
the cash department at the following
offices of the Reserve Bank:

(Continued on page 4)

Caroline Ahmanson Alan Furth

AHMANSON, FURTH HEAD FED BOARD

The Federal Reserve Board of Gov

ernors this month named Caroline

Leonetti Ahmanson of Beverly Hills
as chairman of the board of direc

tors of the Federal Reserve Bank of

San Francisco for 1982. The Board

appointed Alan C. Furth, president
of Southern Pacific Company, to re
place Mrs. Ahmanson as deputy
chairman.

Mrs. Ahmanson, chairman of the

board of Caroline Leonetti Ltd. of

Hollywood, succeeds Kaiser
Aluminum executive Cornell C.

Maier, who has served for seven
years on the Fed Board. Maier's tour
of duty included three years as de
puty chairman and the final two as
chairman.

In addition, the Board named Fred
W. Andrew, president of Superior
Farming Company of Bakersfield
and a director of the Los Angeles
branch of the San Francisco Fed, to
fill the unexpired portion of Maier's

three-year term as a public (Class
C) director. Separately, District
member banks elected two mem

bers to the San Francisco board—

George H. Weyerhaeuser, presi
dent and chief executive officer of

the Weyerhaeuser Corporation
(Tacoma, Wash.) and Robert A.
Young, president and board
chairman of Northwest National

Bank (Vancouver, Wash.).

In addition to serving as chairman of
the self-improvement educational
organization bearing her name,
Mrs. Ahmanson is active in national

and regional civic affairs. She
serves on the board of Walt Disney
Productions and is a member of the

County and City of Los Angeles
Economic Advisory Council. She
has received presidential appoint
ments as a member of the National

Council on the Humanities and as

an executive-board member of the

(Continued on page 3)



FED SEEKS TO CHANGE
RESERVES ACCOUNTING

The Federal Reserve Board of Gov

ernors has requested public com
ment by January 15 on a staff pro
posal to introduce contempor
aneous reserve requirements for
larger depository institutions that of
fer transaction (check-type)
accounts.

The proposal would change the way
such institutions maintain reserves.

Under the present lagged reserve
system, depository institutions must
post their required reserves in any
given week, based on their deposit
levels two weeks earlier. Under the

proposal for contemporaneous re
serve accounting, required re
serves on transaction deposits
would be computed on the basis of
average deposit levels over a two-
week period ending on Monday,
with required-reserve maintenance
occurring two days later on Wed
nesday. Reserves for other reserv-
able liabilities would continue to be

on a lagged basis.

The staff report said contemporane
ous reserve requirements "have
some potential" for improving the
implementation of monetary policy
by strengthening the linkage be
tween the reserves held by deposi
tory institutions and the money sup
ply. However, the Board cautioned
that the potential gains should not
be exaggerated, in view of the in
herent volatility of short-run money
flows and the sizable remaining slip
pages between reserves and
money.

Weighed against any possible gains
in monetary control would be the
added costs to depository institu
tions in shifting to contemporane
ous reserve accounting, plus the
complications that might result in re
serve management.

The proposal would apply only to
institutions that report their deposit
levels weekly to the Federal Re
serve—this would include most in

stitutions with more than $15 million
in total deposits.

The Board asked specifically for

FED LOWERS DISCOUNT RATE

In several actions in late November and early December, the Feder
Reserve lowered its basic discount rate and lifted the borrowing si
charge it had instituted one year ago in an attempt to discourage fr
quent borrowings from the discount window.

The Fed removed the penalty rate November 17 after deciding it w?
unnecessary in light of the prevailing level of short-term market interes
rates and the reduced level of adjustment borrowing. The surcharge had
been lowered from four to three percentage points on September
then to two points on October 12.

The Fed then reduced the basic discount rate, from 13 to 12 percent,
of December 4. It took this action in order to bring the discount rate ir
better alignment with short-term rates that have been prevailing recent);

NEW CHARGE FOR OVERDRAWN ACCOUNTS

The Federal Reserve Bank of San

Francisco has implemented a re
vised interest charge for overdrawn
accounts, effective November 30.

The new overdraft interest charge
will be assessed at an annual rate of

2 percentage points above the
(daily average) Federal-funds rate
in effect on the date the overdraft

occurred, or a straight 10 percent,
whichever is greater. (The Fed-
funds in late November averaged
around 12 percent.) The change re
flects a Federal Reserve System-
wide policy to keep the charge in
line with market interest rates.

The Federal Reserve Bank of San

Francisco will continue to offer as

sistance in resolving problems that
may be causing overdrafts. For
each overdraft occurrence, the
Bank will contact the affected insti

tution to discuss the problem, so
that each overdraft will be reviewed

on a case-by-case basis.

Since the passage of the Monetary
Control Act of 1980, depository in-

comment on the implications of the
proposed change for the fluctuating
of the money markets and the op
erations of depository institutions,
including the probable impact on
reserve-management and deposit-
monitoring systems. The Board also
would like specific estimates of
start-up and continuing costs. In ad
dition, the Board asked for comment
on possible variations of the ac
counting shift.

stitutions have increased sharply
the number of accounts maintained

with Federal Reserve Banks. In ad

dition, they have increased the
turnover in balances maintained in

deposit accounts. Both of these
factors have expanded the potential
for overdrafts.

Under a policy implemented in
January 1980, the Federal Reserve
began imposing a 10-percent in
terest charge on overdrafts. Very
few account holders ever incur

overdrafts; nonetheless, the in
creased potential for overdrawn ac
counts led the Fed to modify that
1980 policy. Any institution with
questions concerning overdraft pol
icy should contact the Reserve Ac
counting unit at the nearest Reserve
Bank office. Wi

INTEREST RATE PRIMER

The Federal Reserve Bank of New

York has published a 32-page book
let explaining how interest rates are
calculated on loans, deposits and
investments. The "Arithmetic of In

terest Rates" provides a basic un
derstanding of interest rates, and
tells how mortgage, installment loan
and securities interest rates are

calculated. Interest-rate tables are

included.

Copies of the booklet are available
free from the Public Information De

partment of the Federal Reserve
Bank of San Francisco, Box 7702,
San Francisco 94120.
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Peace Corps' National Advisory
Council.

On the regional scene, Mrs.
Ahmanson serves on the boards of

trustees of the California Museum of

Science and Industry and the Los
Angeles County Museum of Art, on
the board of governors of the
Performing Arts Council of the
Music Center, and as vice chairman
of the American Association of

Museums' Trustees Committees. In

addition, she serves as vice presi
dent of the board of the Los Angeles
Area Chamber of Commerce, the
board of the Los Angeles World Af
fairs Council and the National Com

mittee on United States-China Re

lations. She also is a director of the

Greater Los Angeles Visitors and
Convention Bureau and board

chairman of the Los Angeles-
Guangzhou (Canton) Sister City
Association.

Furth is a native of Oakland and

graduate of the University of
California and Boalt Hall law school

at Berkeley. He has spent his entire
corporate career with Southern
Pacific. Recently, Furth was named
chairman and chief executive officer

of Southern Pacific Communica

tions Company. He serves on the
board of directors of Southern

Pacific Company, Southern Pacific

George Weyerhaeuser

Transportation Company, Ticor and
the Industrial Indemnity Company.
In addition, he is a trustee of Pacific

League Foundation, Samuel Merritt
Hospital and Pomona College.

Andrew, a magna cum laude ag
ronomy graduate of the University
of Arizona, joined the Los Angeles
Fed board of directors in January
1980. He has operated as both an
individual and corporate farmer. Be
fore becoming president of Superior
Farming and directing its 37,000-
acre operation in California and
Arizona since 1970, he was with
Bruce Church, Inc., one of the
world's largest independent veget
able growers.

Weyerhaeuser, an honors graduate
of Yale, was named chairman of the

Seattle branch of the Federal Re

serve in September 1980. He has
been associated with the Weyer
haeuser Company since 1947 and
has been president and CEO since
1966. The forest products company
has approximately 49,000
employees.

A Seattle native, Weyerhaeuser
serves as chairman of Weyer
haeuser Export, Inc. and the
Washington Council on Interna
tional Trade. He holds directorships
in a number of major companies,
including the Boeing Company and
Standard Oil of California. In addi

tion, he is a trustee of the Rand Cor-

Robert Young

poration and the Weyerhaeuser
Company Foundation. He is a
member of the Committee on Inter

national Trade of the National

Forest Products Association, the
Board of Visitors of the University of
Puget Sound Law School, the
Council on Foreign Relations, the
Japan-California Association, and
several other major national and in
ternational organizations.

Young served for two years as a di
rector of the Portland branch before

being named to the nine-member
headquarters board at San Fran
cisco in 1979. A World War II navy
veteran, he later became a bank ex

ecutive in his hometown of Peoria,
Illinois, before moving West in 1954
to serve as vice president and area
administrator for United California

Bank. He was chairman and presi
dent of Everett (Washington) Trust
and Savings Bank when he joined
Northwest National Bank in 1966.

Holder of an economics degree
from the University of Iowa and a
graduate of the UCLA Graduate
School of Management, Young is a
member of the executive committee

and the government relations com
mittee of the American Bankers As

sociation. In addition, he serves on
the Federal Reserve's Monetary
Control Act Advisory Group in the
12th District. He is past national
president of Robert Morris
Associates. 1j|p
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DIDC OKAYS IRAs MINUS INTEREST CAP

The Depository Institutions Deregu
lation Committee (DIDC) has reaf
firmed its earlier decision to allow

financial institutions to offer new 18-

month Individual Retirement Ac

counts (IRAs) and Keogh accounts
without any limit on the interest rate,
effective December 1, 1981. The
Committee consists of representa
tives of each of the Federal finan

cial-regulatory agencies.

The Committee reversed itself on a

related issue, however, by deciding
that an IRA or Keogh account-
holder must pay a withdrawal pen
alty if he transfers his funds to a new
account before the current account

matures. Federal banking rules re
quire that a saver forgo the equiva
lent of three months' simple interest
for early withdrawal from an account
with a maturity of less than one year,
and six months' simple interest on
an account with a longer maturity.

The Deregulation Committee said
that elimination of the penalty-free
conversion option may deny some
current IRA/Keogh account holders
a higher return on their funds until
those deposits mature, but added
that the action would not inhibit the

accounts' main objectives—to en
courage savings and to allow de
pository institutions to compete
more effectively for funds.

Last summer, Congress expanded
the eligibility for individual retire
ment accounts to all individuals,
starting January 1, 1982. Currently,
only individuals not covered by
other pension funds can set up an
IRA/Keogh account. The latter indi
viduals also began qualifying for the
new deregulated accounts starting
December 1.

In its November 20 decision, the
DIDC indicated that member

agencies will carefully monitor the
rates offered on IRA/Keogh ac
counts. The Committee said it would
take "appropriate actions" ifthere is
evidence the new retirement ac

counts are endangering the safety
and soundness of individual de
pository institutions.

Richard T. Pratt, chairman of the
Federal Home Loan Bank Board
and a member of the Deregulation
Committee, had sought an interest
limit and early-withdrawal penalty.
He wanted the Committee to place a
ceiling, indexed to the yield on
Treasury securities, on the new ac
counts because the financially
troubled thrift industry couldn't af
ford to pay unlimited interest.

The new accounts offer major tax
advantages. Effective January 1,
1982, contributions of up to $2,000
per person can be made to an ac-

CASH PRICING
(Continued from page 1)

San Francisco

Los Angeles
Portland

Salt Lake City
Seattle

(415)544-2449
(213)683-8466
(503)221-5964
(801)322-7815
(206) 442-7763

The Fed will reconsider the $75 and
$37.50 ceilings on these services in
late 1982 before approving fees for
1983. The Board hopes that Re
serve Banks and depository institu
tions can find ways, meanwhile, of
reducing the cost of cash transpor
tation services to remote points.

In addition, the Board adopted an
access policy providing that by the
end of 1983 all Federal Reserve

Offices will offer access, at a

minimum, to all depository institu
tions seeking cash services on the
following basis: a) one office per in
stitution, or b) one office of a deposi
tory institution per municipality. The
Fed regards sorting, counting,
cancelling and destroying currency
as a government activity and
therefore, this processing is not
priced.^p

count and deducted from gross in
come. Interest earned on an ac

count is tax-free until the funds are

withdrawn after the person reaches
age 59V2 or is on disability."^


