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GRIFFITH NAMED S.F. FED
FIRST VICE PRESIDENT

Richard T. Griffith will assume the

duties of First Vice President of the

Federal Reserve Bank of San Fran

cisco after John B. Williams retires

at the end of July. Griffith was ap
pointed by the Board of Directors
of the San Francisco Fed with the

approval of the Board of Governors
of the Federal Reserve System. His
appointment becomes effective
August 1, 1983.

As First Vice President, Griffith will
be the Bank's Chief Operating Offi
cer, responsible for all operating
and financial services activities of

its five offices in San Francisco, Los
Angeles, Portland, Salt Lake City
and Seattle. In addition, he will be
responsible for the Twelfth District's
Computer Services, Administrative
Services, Personnel and Protection
activities, and he will continue to

serve on the Bank's Management
Committee—its top policymaking
body.

Since January 1, 1982, Griffith has
been the Bank's Executive Vice

President in charge of District Oper
ations. He first joined the San Fran
cisco Fed in 1975 and has served as

Vice President of Computer Ser
vices, Senior Vice President of
Computer Services and Senior Vice
President of Bank Operations. Be
fore joining the Fed, he held several
top managerial positions in data
processing, computer systems,
bank operations and other phases
of corporate banking at Crocker
National Bank and was Executive

Vice President of the Banking Divi-

JOHN B. WILLIAMS

sion of Teknekron, Inc. in Berkeley,
California.

John B. Williams has been a prom
inent representative of the Federal
Reserve Bank in the financial com

munity of the Twelfth District for
over a decade. He assumed his

present position as First Vice Presi
dent in 1973 and has had overall

responsibility for the management
and supervision of all operating
departments in a period of major
regulatory and financial market
changes. Williams joined the Bank
in 1949 and has served in numerous

administrative and supervisory
positions. Transferred to the Los
Angeles Branch in 1957 as a Branch
Auditor, he was named Assistant
Cashier in San Francisco in 1961

and was appointed an Assistant
Vice President four years later. He
was promoted to Vice President in
1967 and Senior Vice President in

1971 before his present position. ij|ji

RICHARD T. GRIFFITH

FED BEGINS CHECK
FLOAT REDUCTION
PROGRAM

Beginning July 1, 1983, the Federal
Reserve Board will implement the
interterritory portion of its program
to reduce and price Federal Reserve
check float. Such float is created

when there is a difference between

the stated availability schedule on
which the Fed credits a collecting
bank's reserve account and the ac

tual clearing time on which it debits
the paying bank's reserve account.

Under the program, depositors of
Mixed and Other Fed cash letters

will receive a calculated credit avail

ability based on current interterri
tory availability schedules for items
contained in the cash letters and

additional weighting by the local
Reserve Office's average collection
experience to all endpoints.

Depositors in either the Consoli-

(Continued on page 4)



REGULATIONS AND OPERATIONS UPDATE-
FOR PUBLIC COMMENT

Regulation O—Loans to Execu
tive Officers, Directors, and Prin
cipal Shareholders of Member
Banks: The Federal Reserve Board

proposed for public comment by
June 20, 1983 certain revisions of
its rule concerning loans by state
member banks to executive officers,
directors, principal shareholders
and their related interests—called

bank "insiders" (Docket R-0469).

The proposed revisions further
implement the Garn-St. Germain
Depository Institutions Act of 1982
which changed the relevant Section
22 of the Federal Reserve Act. The

Board is proposing that:

—With respect to loans for pur
poses other than home mort
gages or education, a state
member bank would be permitted
to lend to an executive officer up
to $25,000 or 2.5% of its capital
whichever is greater, with an
overall limit of $100,000.

—Prior approval would be required
of a state member bank's board of

directors for a loan to an insider

that, taken together with other
such loans, exceeds $25,000 or
5% of the bank's capital (or
$500,000 regardless of the per
centage of capital).

—Lending to an insider could not
exceed, in the aggregate, the limit
of credit that may be extended to
any one borrower under Revised
Statute Section 5200 (12 U.S.C.
84).

Before passage of the Garn-St
Germain Act, the Federal Reserve
Act and the Board's Regulation O
limited loans by a state member
bank to executive officers to specific
dollar amounts for a home mortgage
($60,000), education of an execu
tive officer's children ($20,000), and
for all other purposes ($10,000).
The new legislation eliminated
these specific dollar limitations, and
in October 1982 the Board amended

Regulation O with respect to home
mortgage and education loans.

The Comptroller of the Currency is
proposing similar rules for national
banks (Federal Register May 23,
1983).

For further information, please con
tact Wayne Rickards in Supervi
sion, Regulation and Credit at (415)
974-2242. The full text of the

Board's proposals is available from
our Corporate Services Department
at (415)974-2752.

Regulation Y—Bank Holding
Companies: A complete overhaul
and updating of the Federal Re
serve Board's Regulation Y has
been proposed for public comment
by July 18, 1983 (Docket R-0470).
The revision is designed to reduce
regulatory burdens by reducing the
number of required applications for
nonbanking activities, simplifying
procedures for filing such applica
tions, and expediting the processing
of ail applications.

In addition, the proposed revision of
Regulation Y would reorganize,
simplify and clarify the regulation,
add several activities to those gen
erally permissible for bank holding
companies, incorporate Board rul
ings (including its recently restated
definition of "bank" for purposes of
bank holding company regulation),
and make a number of technical

changes.

The proposed revision is part of the
Board's regulatory improvement
program under which all Federal
Reserve regulations are being re
viewed, simplified, and modernized.
The full text of the proposed revision
of Regulation Y is available from our
Corporate Services Department at
(415) 974-2752. For further infor
mation, please contact Robert
Johnston in Supervision, Regula
tion and Credit at (415) 974-2352.

BALLES ON RESERVE
BANKS AND FED
INDEPENDENCE

In a wide-ranging talk that covered
the structure of the Federal Reserve

Banks and the Banks' role in shap
ing monetary policy, John Balles,
President of the San Francisco

Reserve Bank, argued that an inde
pendent Federal Reserve System
operating within government is
needed for long-term price stability.
Balles made his observations on

May 10 at the Journal of Money,
Credit and Banking Lecture at Ohio
State University.

He compared the Federal Reserve
System to the nation in terms of its
geographical diversity and varying
points of view. Balles stated that the
central bank serves the country's
needs through a careful balance be
tween the centralization and decen

tralization of its major functions.

The Fed president said that System
decentralization is evident in the

structure of twelve Reserve Banks,
with their boards of directors and

presidents, that form a regional in
formation network to provide valu
able input to the monetary policy
decisions of the System's Board of
Governors in Washington, D.C.
Each Reserve Bank has a board of

nine directors, six of whom repre
sent non-banking interests such as
agriculture, commerce, industry,
services, labor, and consumers.

The directors can initiate changes in
the Fed's discount rate, subject to
the Board of Governors' approval,
and provide timely information
about regional economies to Re
serve Bank presidents serving on
the Federal Open Market Commit
tee (FOMC)—the System's princi
pal monetary policymaking body.

Said Balles, "Directors often help us
to detect trends in the economy be
fore they show up in the formal
data.... They also keep us apprised
of the impact of policy on different
sectors and regions—the informa
tion which is often difficult to get
from aggregate numbers.

"The voting participation of the



JOHN J. BALLES

(Federal Reserve Bank) presidents
on the FOMC and the participation
of the Reserve Bank directors in set

ting the discount rate reflects the
original, and still valid, premise of
the Federal Reserve Act of 1913,
that 'all wisdom does not reside in

Washington.' Adequate geographi
cal representation in monetary pol
icy at the key decision-making
levels is of crucial importance."

Balles cited two contributions in par
ticular made by this decentralized
policymaking structure: 1) the St.
Louis Bank's role in convincing the
System to place more emphasis on
monetary aggregates and less on
interest rates as a target for mone
tary policy and 2) the San Francisco
Bank's development of a money
market model that is unique among
such models for emphasizing the
important role changes in bank
credit can have on money growth.

He noted that when Congress cre
ated a broad-based central bank, it
also wisely provided for "a degree of
independence within, but not of, the
government in (the bank's) day-to
day conduct of monetary policy."
This decision reflected, Balles said,
"a tacit recognition, underscored by
abundant historical experience, that
control over the power to create
money should be kept out of the
hands of those charged with the re-

HIGH DOLLAR GROUP SORT PROGRAM EXPANDED

The Federal Reserve Board pro
posed for public comment (by June
17, 1983) certain criteria for includ
ing additional depository institutions
in the Fed's program for accelerat
ing the collection of checks.

The proposals would implement the
final phase of a program that was
approved by the Board in December
1982. The first phase of the pro
gram, implemented in February, ex
tended deposit deadlines for checks
drawn on institutions in cities with

Federal Reserve offices and on in-

sponsibility of fashioning spending
programs and paying the nation's
bills." He called the fact that the

System "derives its power from, and
ultimately is responsible to, Con
gress," an appropriate form of
"checks and balances."

Balles then proceeded to give evi
dence of the effectiveness of a

largely independent central bank.
He cited some international exam

ples: "Associated with central bank
independence in Switzerland and
West Germany are very impressive
records of price stability." Both
countries had the best records

among the advanced industrialized
nations in the decade of the 1970s

and in the early 1980s in this regard.
Consumer prices grew only about 5
percent each year in the two coun
tries in that period.

Balles cautioned, however, that
"central bank independence alone
will not guarantee general price sta
bility, (and that) national resolve to
promote non-inflationary economic
policies also is necessary."

In addition to speaking about Fed
independence, Balles also com
mented on the System's regulatory
and supervisory policy, the provi
sion of financial services by Re
serve Banks, and regulatory reform
in the context of promoting financial
stability. ij|ji

stitutions located in Federal Re

serve regional check processing
zones. It also extended the time for

presentment or dispatch of checks
for such city institutions (effective
February 24, 1983).

The first phase of the program im
proved the efficiency of the nation's
payments mechanism by accelerat
ing the collection of $2 billion worth
of checks by one day. The proposed
inclusion of non-city institutions in
the program would allow an addi
tional $1 billion of checks to be col
lected a day earlier. Furthermore,
the inclusion of non-city institutions
responds to the substantial increase
in the dollar value of checks pre
sented for collection to them and

corrects any potential inequity that
may arise between "city" and "non-
city" institutions if the program were
not expanded.

The Board proposed the following
criteria for the inclusion of non-city
institutions in a special group sort
program:

1. Initially, include all non-city insti
tutions from which checks are col

lected by the Federal Reserve with a
daily average value of $20 million or
more.

2. Include, on one or more of the
following bases, non-city institu
tions from which checks with a daily
average value of less than $20 mil
lion are collected by the Federal
Reserve:

—Using standards based on aver
age check size or on the number
of large dollar checks presented
for collection by the Federal Re
serve to an institution, or

—Based upon an analysis of re
quests received from depository
institutions.

The full text of the Board's propos
als (Docket R-0464) is available
from the Corporate Services De
partment at (415) 974-2752. The
Check Officer of local Federal

Reserve Offices can supply further
information.ljjp



TT -

£006

Nouneiaisiu "rvNy3j.Ni
MNV8 3AH3S3M 1VH3033

AHvaan Hoavasay
nohdoio wviyrw

WX&KdllVO 'OOSIONVd
ZS/ ON 1IWH3

aivd

aovisod sn
1IVW SSV13 ISdld

FED STARTS ACH PROGRAM
FOR CORPORATE TRADE

In response to findings by the National Automated Clearinghouse Association
that corporations are interested in making trade payments through automated
clearing houses (ACH), the Federal Reserve Board has initiated a pilot pro
gram for making corporate trade payments by electronic means through
ACHs. At present, ACH payments are made chiefly in connection with con
sumer transaction deposits.

The pilot program began June 2,1983 with a limited number of originators and
recipients and is expected to be completed by the end of 1983. The use of the
ACH for corporate trade payments will then be available to any company
wishing to use the service.

The Federal Reserve Board approved the following interim fee schedule for
the pilot program:

INTERIM FEE SCHEDULE

Intra-ACH New York Intra-ACH

Debits Originated 4.5C Debits Originated 1.5C

Credits Received 4.5C Credits Received 1.5C

Each Addenda Record

after the first 15 0.1C

Inter-ACH New York Inter-ACH

Debits Originated 7.50 Debits Originated 4.5C

Credits Received 7.5C Credits Received 4.5C

Each Addenda Record Each Addenda Record

after the first 15 0.2C after the first 15 0.1C

The ACH Department at each Federal Reserve Office can supply further
information on the ACH Corporate Trade Payments pilot program.
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CHECK FLOAT
REDUCTION PROGRAM
(Continued from page 1)

dated or Direct Send shipment pro
grams may choose between Fixed
Availability and Fractional Availa
bility credit. Each of the two credit
availability options offers three pay
ment methods:

Fixed availability credit is based on
published schedules. Any float in
curred would be charged to the de
positor through an "as of" reserve
adjustment, an explicit charge, or
the requirement that a clearing bal
ance be maintained.

Fractional availability credit is
based on a moving average of the
depositor's actual collection experi
ence to each endpoint. Separate
fractions will apply to consolidated
and direct send shipments. The
averaged float will be charged to the
depositor in the form of deferred
credit, an explicit charge, or the
maintenance of a clearing balance.

Additional information about float

and credit availability is available
through the Check Officer or Finan
cial Services Officer at local Federal

Reserve Offices, •flfji


