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POLICY DEVELOPMENTS

Discount Rate

Lowered

NEW SERVICES

FedLine Enhanced

On December 24, 1984, the Federal Reserve Board approved a reduction in the discount rate from
8V2 to 8 percent. The discount rate is the rate charged depository institutions for borrowings from
Federal Reserve Banks.

The Federal Reserve wi

1)

enhance FedLine in two major ways in 1985:

Communications Protocol: A new advanced communication capability will replace the existing
asynchronous mode. "System Network Architecture", or SNA, has state-of-the-art electronic
transmission capability and superior error checking and correction techniques that should result
in smoother and more trouble-free communications through FedLine.

2) Improved Encryption: Encryption is a process of scrambling information sent over electronic
communication lines. As part of a continuing series of efforts to enhance security, the Federal
Reserve will adopt a new, more comprehensive and reliable encryption standard during 1985.

To support these two enhancements, the Federal Reserve will supply and install new FedLine hard
ware consisting of a component board containing both the SNA application and the new encryption
capability. Federal Reserve Installation Management personnel will contact each institution using
FedLine to schedule the conversion.

For further information, please call: Bob O'Donoghue in San Francisco at (415) 974-2135, Mary
Ellen Martin in Los Angeles at (213) 683-8318, Dean Gonnerman in Portland at (503) 221-5903, Bob
Richards in Salt Lake City at (801) 322-7887, or Ed Bonheur in Seattle at (206) 442-5105.

REGULATIONS AND OPERATIONS UPDATE

Cash Ordering
through FedLine

1985 Fee Schedules

for Wire Transfer

and ACH

New software is available for FedLine users to make use of the Twelfth District's revised currency
packaging standards that took effect January 2, 1985. Those revisions, in essence, allow the San
Francisco Bank to accommodate orders for smaller quantities of currency.

The FedLine: Cash Order User Guide has been updated with the information needed to use the new
software. For further information, please contact Installation Management at your local Federal
Reserve Office.

The Federal Reserve Board has approved (Da reduction in the fee the Reserve Banks charge for
originating or receiving a transfer of funds over the Federal Reserve System's wire transfer of funds
network and (2) a revised schedule of fees for automated clearing house services.

1) Wire Transfer Fees. The Board approved the following schedule of standard fees for wire
transfers and net settlement service, effective December 27, 1984. The new schedule reflects a
reduction in the fee for basic wire transfers from 60 cents to 55 cents per transfer:

Wire Transfer of Funds

Basic Transfer Originated $0.55

Basic Transfer Received $0.55

Off-Line Origination $5.50
Telephone Advice $3.00

2) Automated Clearing House Fees. The revised fee schedule for automated clearing house services
is intended to recover 80 percent of costs, compared to 60 percent in 1984. This accords with
previously announced plans to phase out the subsidy that has been provided for the ACH and to
achieve full cost recovery in 1986. The new fee schedule also restructures the pricing methodology
to make the fees charges for ACH services match more closely the costs incurred in providing them.

Net Settlement

Settlement Entry $1.30

Off-Line Settlement $8.00

Telephone Advice $3.00



REGULATIONS AND OPERATIONS UPDATE (continued)

Regulation Z
Truth-in-Lending

The Federal Reserve Board adopted an amendment to Regulation Z to clarify that all credit cards are
subject to the provisions of the regulation regarding the issuance of credit cards and liability for
unauthorized use. Regulation Z prohibits the issuance of cards that have not been requested and
limits the cardholder's liability for unauthorized use of his card to $50.

The amendment mainly affects credit cards issued for use in certain extensions of credit of more than
$25,000, and for extensions of credit for public utility services. Telephone calling cards, for exam
ple, constitute the vast majority of cards affected.

The amendment became effective December 31, 1984, except for the prohibition on unsolicited is
suance, which takes effect January 29, 1985.

Copies of the Board's notice are available from Corporate Services at (415) 974-2752. For further in
formation, please contact David Vandre in Consumer Affairs at (415) 974-2965.

FOR PUBLIC COMMENT

Regulation AA
Unfair or Deceptive
Acts or Practices

Regulations E and Z
Commentaries

Book Entry
Treasury Securities

The Federal Reserve Board requests comment by January 28, 1985, on a proposal to amend Regula
tion AA that would apply to banks' rules similar to those recently adopted by the Federal Trade
Commission. These rules prohibit certain debt collection practices in consumer credit obligations.

The Board's notice is available from Corporate Services at (415) 974-2752. For further information,
please contact David Vandre in Consumer Affairs at (415) 974-2965.

Proposed changes to the official staff commentaries to Regulations E (Electronic Fund Transfers)
and Z (Truth-in-Lending) have been published for comment by January 30, 1985. Comments
should be addressed to the Federal Reserve Board. Copies of the Board's notice is available from
Corporate Services at (415) 974-2752. For further information, please contact David Vandre in Con
sumer Affairs at (415) 974-2965.

The United States Treasury recently determined that Reserve Banks should provide book entry
transfer and account maintenance services for U.S. Treasury securities as fiscal agents of the United
States. These services are currently priced by the Federal Reserve Bank of San Francisco under the
provisions of the Monetary Control Act of 1981.

The Treasury has therefore proposed a fee schedule for the transfer of its book entry securities and is
requesting comment by January 16, 1985. Comments should be addressed to the Office of Financing,
Bureau of the Public Debt, Room 310, Washington Building, Washington, D.C. 20239.

In conjunction with the Treasury's proposal, the Federal Reserve also is requesting comment by
January 16, 1985, on a fee of 75 cents to cover payment settlement costs associated with a transfer
of U.S. Treasury issues. Comments should be sent to William W. Wiles, Secretary, Board of Gover
nors of the Federal Reserve System, 20th Street and Constitution Avenue, N.W., Washington,
D.C. 20551, and should refer to Docket R-0534.

Federal Register notices describing in detail both the Treasury's and the Federal Reserve's proposals
can be obtained from Corporate Services at (415) 974-2752. For further information, please contact
David Kerr at (415) 974-2345. The Treasury contact is Carl Locken, Jr., Acting Assistant Commis
sioner (Financing) at (202) 376-0319 or Anne M. Meister, Federal Reserve Liaison Officer at (202)
376-0249.


