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RECOVERY OF INTERTERRITORY CHECK FLOAT 

Proposal to Eliminate Fractional Availability Crediting Option

To All Depository Institutions, and Others Concerned, 
in the Second Federal Reserve District:

Following is the text of a statement issued by the Board of Governors of the Federal Reserve System:

The Federal Reserve Board has published for public comment a proposal to eliminate the “ fractional availability 
crediting” option for the recovery of interterritory check float. The Board requests comment by September 7.

The Board acted under the provisions of the Monetary Control Act of 1980 which provides that any Federal Reserve 
float that remains after operational improvements must be priced. Federal Reserve float is the value of checks for which 
the Federal Reserve has given credit to the institution that deposited the checks with the Federal Reserve for collection, but 
for which the Federal Reserve has not yet received payment.

Under the fractional crediting procedures, credit is given to depository institutions on the basis of an availability 
schedule1 — based on past collection experience — unique to each institution that has opted to use this method of 
permitting the Federal Reserve to recover the value of float the institution’s checks generate. Float is recovered on an 
average basis over time, resulting in an over- or under-recovery at any given period of time that should be offset by under- 
or over-recoveries in other periods. Experience suggests that a significant amount of float generated by depository institu­
tions selecting this crediting option will not be recovered. Pending final Board action on this proposal, no additional 
depository institutions will be permitted to use the fractional availability option.

Institutions depositing interterritory checks with the Federal Reserve may continue to use the “ fixed availability” 
method for the recovery by the Federal Reserve of the value of interterritory check float they generate. Under this option, a 
depository is given credit on the basis of a fixed schedule for depositing its checks and the amount of float generated is 
determined based upon actual performance. This float is then recovered by the Federal Reserve through accounting 
adjustments, clearing balance earnings credits, or explicit charges.

Enclosed, for depository institutions in this District, is the text of the Board’s notice in this matter. Comments 
thereon should be submitted by September 7, 1984, and may be sent to James O. Aston, Vice President, who will 
forward them to the Board of Governors. Copies of the enclosure will be furnished to others upon request directed to 
our Circulars Division.

A n t h o n y  M. S o l o m o n , 

President.

An availability schedule is a time schedule under which credit is given for checks deposited with the Federal Reserve based on average collection times.
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FEDERAL RESERVE SYSTEM

[ D o c k e t  N o .  R - 0 5 2 5 ]

F e d e r a l  R e s e r v e  S e r v i c e s

AGENCY: B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m , ,

ACTION: R e q u e s t  f o r  c o m m e n t .

SUMMARY:* The  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  

i s  r e q u e s t i n g  p u b l i c  c o m m e n t  o n  a p r o p o s a l  t o  e l i m i n a t e  o n e  o f  

t h e  o p t i o n s  t h a t  F e d e r a l  R e s e r v e  B a n k s  c u r r e n t l y  o f f e r  t o  

d e p o s i t o r y  i n s t i t u t i o n s  f o r  t h e  r e c o v e r y  o f  i n t e r t e r r i t o r y  

c h e c k  f l o a t .  U n d e r  t h e  p r o p o s a l ,  t h e  " f r a c t i o n a l  a v a i l a b i l i t y  

c r e d i t i n g  o p t i o n "  w o u l d  b e  e l i m i n a t e d , ,  No a d d i t i o n a l  

d e p o s i t o r y  i n s t i t u t i o n s  w i l l  b e  p e r m i t t e d  t o  b e g i n  u s i n g  t h e  

f r a c t i o n a l  a v a i l a b i l i t y  o p t i o n ,  p e n d i n g  f i n a l  B o a r d  a c t i o n  o n  

t h i s  p r o p o s a l .

DATE: C om m en ts  m u s t  b e  r e c e i v e d  b y  S e p t e m b e r  7 ,  1 9 8 4 .

ADDRESS: C o m m e n ts ,  w h i c h  s h o u l d  r e f e r  t o  D o c k e t  N o .  R - 0 5 2 5 ,

may b e  m a i l e d  t o  Mr. W i l l i a m  W. W i l e s ,  S e c r e t a r y ,  B o a r d  o f  

G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m ,  2 0 t h  S t r e e t  a n d  

C o n s t i t u t i o n  A v e n u e ,  N . W . ,  W a s h i n g t o n ,  D . C .  2 0 5 5 1 ,  o r  

d e l i v e r e d  t o  Room B - 2 2 2 3  b e t w e e n  8 : 4 5  a . m .  a n d  5 : 1 5  p . m .  

Com m en ts  r e c e i v e d ^ m a y  b e  i n s p e c t e d  a t  Room B - 1 1 2 2  b e t w e e n  8 : 4 5  

a . m .  a n d  5 : 1 5  p . m . ,  e x c e p t  a s  p r o v i d e d  i n  § 2 6 1 . 6 ( a )  o f  t h e  

B o a r d ’ s  R u l e s  R e g a r d i n g  A v a i l a b i l i t y  o f  I n f o r m a t i o n ,  12  C . F . R .  

§ 2 6 1 . 6 ( a ) .

[Enc. Cir. No. 9705]
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FOR FURTHER INFORMATION CONTACT: E l l i o t t  C. M c E n t e e ,  A s s o c i a t e

D i r e c t o r  ( 2 0 2 = 4 5 2 - 2 2 3 1 ) ,  o r  W i l l i a m  B r o w n ,  M a n a g e r  

( 2 0 2 - 4 5 2 - 3 7 6 0 ) ,  D i v i s i o n  o f  F e d e r a l  R e s e r v e  B an k  O p e r a t i o n s ;  

G i l b e r t  T .  S c h w a r t z ,  A s s o c i a t e  G e n e r a l  C o u n s e l  ( 2 0 2 - 4 5 2 - 3 6 2 5 ) ,  

D a n i e l  L .  R h o a d s ,  A t t o r n e y  ( 2 0 2 = 4 5 2 - 3 7 1 1 ) ,  o r  R o b e r t  G. B a l l e n ,  

A t t o r n e y  ( 2 0 2 - 4 5 2 - 3 2 6 5 ) ,  L e g a l  D i v i s i o n ,  B o a r d  o f  G o v e r n o r s  o f  

t h e  F e d e r a l  R e s e r v e  S y s t e m ,  W a s h i n g t o n ,  D . C .  2 0 5 5 1 „  

SUPPLEMENTARY INFORMATION: B a c k g r o u n d . The  M o n e t a r y  C o n t r o l

A c t  o f  1 9 8 0  ( P u b .  L „ 9 6 - 2 2 1 )  ("MCA") r e q u i r e s  t h a t  f e e s  b e

e s t a b l i s h e d  f o r  R e s e r v e  Bank s e r v i c e s .  The  MCA a l s o  r e q u i r e s  

t h a t  t h e  R e s e r v e  B a n k s  p r i c e  f o r  F e d e r a l  R e s e r v e  f l o a t  t h a t  

r e m a i n s  a f t e r  o p e r a t i o n a l  m e a n s  t o  r e d u c e  f l o a t  a r e  

i m p l e m e n t e d

I n  F e b r u a r y  1 9 8 3 ,  t h e  B o a r d  a p p r o v e d  a p r o g r a m  t o  

e l i m i n a t e  o r  p r i c e  F e d e r a l  R e s e r v e  i n t e r t e r r i t o r y  c h e c k  f l o a t  

t h r o u g h  c h a n g e s  i n  R e s e r v e  B an k  c r e d i t i n g  p r o c e d u r e s  f o r  

i n t e r t e r r i t o r y  c h e c k  d e p o s i t s .  U n d e r  t h e  p r o g r a m ,  d e p o s i t o r y  

i n s t i t u t i o n s  t h a t  s e n d  i n t e r t e r r i t o r y  c h e c k s  d i r e c t l y  t o  t h e  

R e s e r v e  Bank s e r v i n g  t h e  p a y i n g  i n s t i t u t i o n  w e r e  o f f e r e d  a  

c h o i c e  b e t w e e n 1 t w o  c r e d i t i n g  o p t i o n s :  f i x e d  a v a i l a b i l i t y  o r

f r a c t i o n a l  a v a i l a b i l i t y .  U n d e r  t h e  f i x e d  a v a i l a b i l i t y  o p t i o n ,  

a d e p o s i t o r y  i n s t i t u t i o n  i s  g i v e n  c r e d i t  o n  t h e  b a s i s  o f  a 

" f i x e d "  a v a i l a b i l i t y  s c h e d u l e .  The  a m o u n t  o f  f l o a t  g e n e r a t e d

A /  1 2 6  C o n g .  R e c .  S 3 1 6 7  ( d a i l y  e d .  M arch  2 7 ,  1 9 8 0 )
( s t a t e m e n t  o f  S e n a t o r  P r o x m i r e ) .
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u n d e r  t h i s  o p t i o n  i s  t h e n  d e t e r m i n e d  b a s e d  u p o n  a c t u a l  d e l i v e r y -  

p e r f o r m a n c e  * The  f l o a t  i s  r e c o v e r e d  t h r o u g h  " a s - o f "  

a d j u s t m e n t s ,  c l e a r i n g  b a l a n c e  e a r n i n g s  c r e d i t s ,  o r  e x p l i c i t  

c h a r g e s  t o  t h e  i n s t i t u t i o n ' s  a c c o u n t  f o r  t h e  v a l u e  o f  t h e  

f l o a t c  U n d e r  t h e  f r a c t i o n a l  a v a i l a b i l i t y  o p t i o n ,  c r e d i t  i s  

g i v e n  t o  d e p o s i t o r y  i n s t i t u t i o n s  o n  t h e  b a s i s  o f  a n  

a v a i l a b i l i t y  s c h e d u l e  u n i q u e  t o  e a c h  i n s t i t u t i o n ,  w h i c h  i s  

b a s e d  o n  p a s t  c o l l e c t i o n  e x p e r i e n c e .  C o n s e q u e n t l y ,  u n d e r  t h e  

f r a c t i o n a l  a v a i l a b i l i t y  o p t i o n  f l o a t  i s  r e c o v e r e d  o n  a n  a v e r a g e  

b a s i s  o v e r  t i m e ,  r e s u l t i n g  i n  a n  o v e r  o r  u n d e r r e c o v e r y  a t  a n y  

g i v e n  p e r i o d  o f  t i m e  t h a t  s h o u l d  b e  o f f s e t  b y  u n d e r  o r  

o v e r r e c o v e r i e s  i n  o t h e r  p e r i o d s .

P i  s c u s s i o n .

A ,  E x p e r i e n c e  w i t h  f r a c t i o n a l  a v a i l a b i l i t y . The  

F e d e r a l  R e s e r v e ' s  e x p e r i e n c e  t o  d a t e  s u g g e s t s  t h a t  a 

s i g n i f i c a n t  a m o u n t  o f  t h e  f l o a t  g e n e r a t e d  b y  d e p o s i t o r y  

i n s t i t u t i o n s  s e l e c t i n g  t h e  f r a c t i o n a l  a v a i l a b i l i t y  c r e d i t i n g  

o p t i o n  w i l l  n o t  b e  r e c o v e r e d .  T h i s  u n d e r r e c o v e r y  i s  d u e  t o  t h e  

f a c t  t h a t  t h e  f r a c t i o n s  d o  n o t  p r e c i s e l y  m a t c h  a c t u a l  

c o l l e c t i o n  e x p e r i e n c e  a n d  c o l l e c t i o n  p a t t e r n s  c h a n g e .  T h e  

f r a c t i o n s  f o r  e a c h  i n s t i t u t i o n  a r e  b a s e d  o n  h i s t o r i c a l  

c o l l e c t i o n  e x p e r i e n c e ,  u s i n g  a f o u r  m o n t h  m o v i n g  a v e r a g e .  F o r  

e x a m p l e ,  f r a c t i o n s  e f f e c t i v e  i n  J a n u a r y  a r e  b a s e d  o n  c o l l e c t i o n  

e x p e r i e n c e  f r o m  A u g u s t  t o  N o v e m b e r .  The  J a n u a r y  f r a c t i o n s  w i l l  

l i k e l y  b e  m o r e  f a v o r a b l e  t h a n  t h e  a c t u a l  e x p e r i e n c e  i n  J a n u a r y  

b e c a u s e  o f  t h e  i n c r e a s e d  l i k e l i h o o d  f o r  p o o r e r  w e a t h e r
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c o n d i t i o n s  i n  J a n u a r y D H o w e v e r ,  t h e  c o l l e c t i o n  e x p e r i e n c e  i n  

J a n u a r y  w i l l  b e  r e f l e c t e d  i n  f r a c t i o n s  i n  e f f e c t  i n  M a r c h ,  

A p r i l ,  May a n d  J u n e D S i n c e  t h e  l i k e l i h o o d  i s  f o r  b e t t e r

c o l l e c t i o n  e x p e r i e n c e  i n t h e s p r i n g t h a n  i n J a n u a r y , t h e

u n d e r r e c o v e r y  e x p e r i e n c e d i n J a n u a r y w o u l d o r d i n a r i l y b e

e x p e c t e d  t o  b e  o f f s e t  i n t h e s p r i n g m o n t h s „ H o w e v e r , t h i  s

u n d e r r e c o v e r y  w i l l  n o t  b e  o f f s e t  i f  t h e  v a l u e  o f  c h e c k s  s e n t  

f o r  c o l l e c t i o n  d o e s  n o t  r e m a i n  - f a i r l y  c o n s t a n t  o v e r  t i m e 0 When 

t h e  f r a c t i o n s  u s e d  a r e  l e s s  f a v o r a b l e  t h a n  a c t u a l  c o l l e c t i o n  

e x p e r i e n c e ,  d e p o s i t o r y  i n s t i t u t i o n s  h a v e  e c o n o m i c  i n c e n t i v e s  t o  

s h i f t  t o  o t h e r  c o l l e c t i o n  o p t i o n s  t h a t  e n a b l e  t h e m  t o  o b t a i n  

b e t t e r  a v a i l a b i l i t y „

T h e  u n d e r r e c o v e r y  o f  i n t e r t e r r i t o r y  c h e c k  f l o a t  f r o m

i n s t i t u t i o n s  u s i n g  f r a c t i o n a l  a v a i l a b i l i t y  i s  i n e q u i t a b l e  t o

o t h e r  i n s t i t u t i o n s  d e p o s i t i n g  c h e c k s  w i t h  t h e  F e d e r a l  R e s e r v e

b e c a u s e  t h e  v a l u e  o f  t h i s  u n d e r r e c o v e r e d  f l o a t  m u s t  b e

i n c o r p o r a t e d  i n t o  t h e  c o s t  b a s e  t h a t  i s  u s e d  t o  d e t e r m i n e  c h e c k

2 /  .c o l l e c t i o n  f e e s . — T h i s  s i t u a t i o n  i s  i n c o n s i s t e n t  w i t h  t h e  

B o a r d ' s  f l o a t  r e c o v e r y  p r i n c i p l e  t h a t ,  t o  t h e  e x t e n t  

p r a c t i c a b l e ,  t h e  c o s t  o f  f l o a t  s h o u l d  b e  r e c o v e r e d  f r o m  t h e  

i n s t i t u t i o n  t h a t  b e n e f i t s  f r o m  t h e  f l o a t c

2 /  T h e  f r a c t i o n a l  a v a i l a b i l i t y  m e t h o d  c r e a t e s  a n  a d d i t i o n a l  
i n e q u i t y  b e c a u s e  t h e  s a m e  f r a c t i o n  a p p l i e s  t o  a l l  d e p o s i t o r y  
i n s t i t u t i o n s  u s i n g  a n y  g i v e n  r o u t e  o f  t h e  ITS n e t w o r k o  
A c c o r d i n g l y ,  i f  a  d e p o s i t o r y  i n s t i t u t i o n  w i t h  l a r g e  d o l l a r  
v o l u m e s  u s e s  t h e  ITS n e t w o r k  o n l y  d u r i n g  b a d  w e a t h e r ,  t h i s  
w o u l d  h a v e  a s i g n i f i c a n t  n e g a t i v e  i m p a c t  u p o n  t h e  f r a c t i o n s
a p p l i c a b l e  t o  t h e  o t h e r  d e p o s i t o r y  i n s t i t u t i o n s  t h a t  r o u t i n e l y  
u s e  t h e  I T S  n e t w o r k o
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Bo M o d i f i c a t i o n  o f  c u r r e n t  f r a c t i o n a l  

a v a i l a b i l i t y  m e t h o d o l o g y . The  B o a r d  r e c o g n i z e s  t h a t  t h e r e  a r e  

s o m e  a d v a n t a g e s  t o  f r a c t i o n a l  a v a i l a b i l i t y „ F r a c t i o n a l

a v a i l a b i l i t y  a s s i s t s  d e p o s i t o r y  i n s t i t u t i o n s  i n  a l l o c a t i n g  

f l o a t  c o s t s  b a c k  t o  t h e i r  own d e p o s i t o r s  a n d  i t  p r o v i d e s  

d e p o s i t o r y  i n s t i t u t i o n s  w i t h  p r e d i c t a b i l i t y  w i t h  r e s p e c t  t o  t h e  

c o s t  o f  f l o a t  t h e y  w i l l  i n c u r 0

I n  v i e w  o f  t h e s e  a d v a n t a g e s ,  t h e  B o a r d  a n a l y z e d  

w h e t h e r  i t  i s  p o s s i b l e  t o  r e v i s e  f r a c t i o n a l  a v a i l a b i l i t y  t o  

e l i m i n a t e  t h e  i n e q u i t i e s  a s s o c i a t e d  w i t h  t h e  c u r r e n t  

m e t h o d o l o g y =  S p e c i f i c a l l y ,  t h e  B o a r d  c o n s i d e r e d  s h o r t e r  t i m e  

p e r i o d s  t o  c a l c u l a t e  t h e  f r a c t i o n s  ( i „ e 0 , c a l c u l a t e  f r a c t i o n s  

b a s e d  u p o n  t h e  p r i o r  m o n t h ' s  e x p e r i e n c e ) ,  s e p a r a t e  f r a c t i o n s  

f o r  e a c h  u s e r  o f  I T S ,  a n d  a r e q u i r e m e n t  t h a t  d e p o s i t o r y  

i n s t i t u t i o n s  p a y  f o r  t h e  v a l u e  o f  u n r e c o v e r e d  f l o a t  a t  

r e g u l a r l y  s c h e d u l e d  i n t e r v a l s ,  s u c h  a s  q u a r t e r l y , .  T h e  f i r s t  

m o d i f i c a t i o n  w o u l d  n o t  e l i m i n a t e  t h e  i n c e n t i v e  f o r  i n s t i t u t i o n s  

t o  c h a n g e  t h e i r  c o l l e c t i o n  p a t t e r n s  d e p e n d i n g  u p o n  t h e  f r a c t i o n  

i n  e f f e c t ;  t h e  s e c o n d  m o d i f i c a t i o n  w o u l d  r e s o l v e  t h e  p r o b l e m  

o n l y  f o r  t h o s e  i n s t i t u t i o n s  t h a t  u s e  t h e  ITS n e t w o r k  a n d  w o u l d  

h a v e  n o  e f f e c t  u p o n  i n s t i t u t i o n s  t h a t  a r r a n g e  t h e i r  own  

t r a n s p o r t a t i o n .  T h e  o n l y  m o d i f i c a t i o n  t h a t  w o u l d  e l i m i n a t e  a l l  

o f  t h e  i n e q u i t i e s  a s s o c i a t e d  w i t h  f r a c t i o n a l  a v a i l a b i l i t y  w o u l d  

r e q u i r e  e a c h  d e p o s i t o r y  i n s t i t u t i o n  t o  p a y  a t  r e g u l a r l y  

s c h e d u l e d  i n t e r v a l s  f o r  t h e  v a l u e  o f  u n r e c o v e r e d  f l o a t  

r e s u l t i n g  f r o m  t h e  c h e c k s  i t '  d e p o s i t e d , ,  H o w e v e r ,  t h i s  p a y - u p
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p r o v i s i o n  w o u l d  make  f r a c t i o n a l  a v a i l a b i l i t y  i n  p r a c t i c e  t h e  

f u n c t i o n a l  e q u i v a l e n t  o f  f i x e d  a v a i l a b i l i t y  b e c a u s e  d e p o s i t o r y  

i n s t i t u t i o n s  w o u l d  n o t  know a t  t h e  t i m e  t h e y  d e p o s i t  c h e c k s  

w h a t  t h e i r  f l o a t  c o s t s  w o u l d  b e . In  a d d i t i o n ,  m o d i f y i n g  

f r a c t i o n a l  a v a i l a b i l i t y  w o u l d  r e s u l t  i n  i n c r e a s e d  o p e r a t i o n a l  

c o s t s  t o  d e p o s i t o r y  i n s t i t u t i o n s  a n d  t h e  F e d e r a l  R e s e r v e „

I t  d o e s  n o t  a p p e a r  t h a t  t h e  f r a c t i o n a l  a v a i l a b i l i t y  

o p t i o n  c a n  b e  m o d i f i e d  t o  e n s u r e  t h a t  d e p o s i t o r y  i n s t i t u t i o n s  

u s i n g  t h i s  o p t i o n  b e a r  t h e  f u l l  c o s t s  o f  t h e i r  i n t e r t e r r i t o r y  

c h e c k  f l o a t  w h i l e  a t  t h e  s a m e  t i m e  p r e s e r v e  t h e  b e n e f i t s  o f  

f r a c t i o n a l  a v a i l a b i 1 i t y „ N e v e r t h e l e s s ,  t h e  B o a r d  r e q u e s t s  

p u b l i c  c o m m e n t  o n  w h e t h e r  t h e  f r a c t i o n a l  a v a i l a b i l i t y  o p t i o n  

c o u l d  b e  m o d i f i e d o

Co B o a r d  p r o p o s a l 0 T h e  B o a r d  p r o p o s e s  t o

e l i m i n a t e  t h e  f r a c t i o n a l  a v a i l a b i l i t y  c r e d i t i n g  o p t i o n  

c u r r e n t l y  o f f e r e d  t o  d e p o s i t o r y  i n s t i t u t i o n s  f o r  t h e  r e c o v e r y  

o f  i n t e r t e r r i t o r y  c h e c k  f l o a t o  I n  o r d e r  t o  a v o i d  a d d i t i o n a l  

i n e q u i t i e s ,  t h e  B o a r d  h a s  a l s o  d e t e r m i n e d  n o t  t o  p e r m i t  

a d d i t i o n a l  d e p o s i t o r y  i n s t i t u t i o n s  t o  b e g i n  t o  u s e  f r a c t i o n a l  

a v a i l a b i l i t y  u n t i l  a f i n a l  d e t e r m i n a t i o n  i s  made o n  t h i s  

p r o p o s a l o

T h e  B o a r d  a n t i c i p a t e s  t h a t  t h e  i m p a c t  o n  t h e  b a n k i n g  

i n d u s t r y  o f  e l i m i n a t i n g  f r a c t i o n a l  a v a i l a b i l i t y  w i l l  b e  

m i n i m a l *  As o f  J u n e  2 2 ,  1 9 8 4 ,  o n l y  85  o f  t h e  5 , 0 0 0  d e p o s i t o r y  

i n s t i t u t i o n s  d e p o s i t i n g  c h e c k s  w i t h  t h e  F e d e r a l  R e s e r v e  u s e d  

f r a c t i o n a l  a v a i l a b i l i t y 0 To m i n i m i z e  t h e  i m p a c t  o n  t h e
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i n s t i t u t i o n s  c u r r e n t l y  u s i n g  f r a c t i o n a l  a v a i l a b i l i t y ,  t h e  

R e s e r v e  B a n k s  w o u l d ,  i f  r e q u e s t e d ,  c o n t i n u e  t o  c a l c u l a t e  a n d  

p r o v i d e  f r a c t i o n s  t o  d e p o s i t o r y  i n s t i t u t i o n s  t o  e n a b l e  t h e m  t o  

c o n t i n u e  u s i n g  t h e  f r a c t i o n s  t o  a l l o c a t e  f l o a t  t o  t h e i r  

d e p o s i t o r s *  F u r t h e r ,  u n d e r  t h e  p r o p o s a l ,  t h e s e  i n s t i t u t i o n s  

c o u l d  c o n t i n u e  t o  p a y  f o r  f l o a t  t h r o u g h  f r a c t i o n a l  a v a i l a b i l i t y  

u n t i l  D e c e m b e r  1 9 8 4 *

W i t h  r e g a r d  t o  d e p o s i t o r y  i n s t i t u t i o n s  t h a t  d e p o s i t  

i n t e r t e r r i t o r y  c h e c k s  d i r e c t l y  w i t h  t h e i r  l o c a l  R e s e r v e  B a n k s ,  

c r e d i t  i s  c u r r e n t l y  p r o v i d e d  o n  a c a l c u l a t e d  a v a i l a b i l i t y  

b a s i s o  U n d e r  t h i s  a p p r o a c h ,  c r e d i t  i s  p r o v i d e d  o n  t h e  b a s i s  o f  

t h e  h i s t o r i c a l  c o l l e c t i o n  e x p e r i e n c e  o f  t h e  ITS n e t w o r k s ,  T h e  

i n e q u i t i e s  d i s c u s s e d  a b o v e  h a v e  n o t  a r i s e n  w i t h  r e g a r d  t o  t h e s e  

c h e c k s  b e c a u s e  t h e  c o l l e c t i o n  p a t t e r n s  o f  t h e  d e p o s i t o r y  

i n s t i t u t i o n s  t h a t  u s e  t h i s  o p t i o n  a r e  g e n e r a l l y  c o n s t a n t  o v e r  

t i m e  a n d  t h e  d o l l a r  v a l u e  o f  t h e s e  d e p o s i t s  i s  r e l a t i v e l y  

s m a l h  ( A p p r o x i m a t e l y  10  p e r c e n t  o f  t h e  d o l l a r  a m o u n t  o f  t o t a l  

i n t e r t e r r i t o r y  c h e c k s  c o l l e c t e d  b y  t h e  F e d e r a l  R e s e r v e  a r e  

d e p o s i t e d  b y  i n s t i t u t i o n s  w i t h  t h e i r  l o c a l  R e s e r v e  B a n k s . ) 

M o r e o v e r ,  i t  w o u l d  b e  o p e r a t i o n a l l y  c u m b e r s o m e  a t  t h i s  t i m e  t o  

e x t e n d  t h e  f i x e d  a v a i l a b i l i t y  f l o a t  r e c o v e r y  o p t i o n  t o  s u c h  

c h e c k s .  H o w e v e r ,  t o  e n s u r e  t h a t  i n e q u i t i e s  d o  n o t  a r i s e ,  t h e

B o a r d  p r o p o s e s  t h a t  a n y  u n d e r r e c o v e r y  o f  f l o a t  c o s t s  a r i s i n g  

f r o m  s u c h  c h e c k s  b e  r e c o v e r e d  f r o m  t h e  d e p o s i t o r y  i n s t i t u t i o n s  

s p e c i f i c a l l y  u s i n g  t h i s  s e r v i c e .
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T h e  i m p a c t  o f  t h i s  p r o p o s a l  o n  s m a l l  e n t i t i e s  h a s  b e e n  

c o n s i d e r e d  i n  a c c o r d a n c e  w i t h  t h e  R e g u l a t o r y  F l e x i b i l i t y  A c t  

( P u b .  L . 9 6 - 3 5 4 ;  5 U . S . C .  § 6 0 3 )  . S m a l l  d e p o s i t o r y

i n s t i t u t i o n s  t y p i c a l l y  d e p o s i t  i n t e r t e r r i t o r y  c h e c k s  d i r e c t l y  

w i t h  t h e i r  l o c a l  R e s e r v e  B a n k s  a n d  a c c o r d i n g l y  w o u l d  n o t  b e  

a f f e c t e d  b y  t h i s  p r o p o s a l • F i n a l l y ,  t h e  p r o p o s a l  i m p o s e s  n o  

ne w  r e p o r t i n g  o r  r e c o r d k e e p i n g  r e q u i r e m e n t s  o n  d e p o s i t o r y  

i n s t i t u t i o n s „

By  o r d e r  o f  t h e  B o a r d  o f  G o v e r n o r s ,  J u l y  1 6 ,  1 9 8 4 c

(signed) William W. Wiles

W i l l i a m  W0 W i l e s  
S e c r e t a r y  o f  t h e  B o a r d
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