
FEDERAL RESERVE BANK 
OF NEW YORK

[Circular No. 10401 "I 
November 21, 1990 J

FEDWIRE
Revision of Operating Circular No. 8 

Effective January 1, 1991

Responses Requested by November 30 and December 14

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

Enclosed is a revision, effective January 1, 1991, of our Operating Circular No. 8, entitled 
“Funds Transfers Through Fedwire.” The revision results from the recently revised Subpart B of 
Regulation J of the Board of Governors of the Federal Reserve System, which has been adopted 
to conform to Article 4A of the Uniform Commercial Code. Article 4A has already been enacted 
in 12 States, including New York, and is expected to be adopted by most, if not all, of the remaining 
States within the next few years.

For many years, Subpart B of Regulation J, relating to funds transfers handled by Federal 
Reserve Banks, constituted the only body of statutory or regulatory law on funds transfers. No body 
of law covered private sector funds transfers. In addition, Regulation J did not cover relationships 
between depository institutions and their customers that were parties to funds transfers over Fedwire.

Subpart B has been revised to conform to Article 4A, which is designed to address the rights 
and responsibilities of all participants in wholesale funds transfers. All Fedwire funds transfers will 
be subject to the revised Subpart B effective January 1, 1991, even in States that have not yet adopted 
Article 4A.

The principal provisions governing Fedwire transfers are contained in Subpart B. We would 
like to call your attention, however, to important new provisions* in the enclosed operating circular, 
which is issued in conformity with Subpart B:

• Appendix A describes security procedures and includes (as Appendix A-l) the text of a security 
agreement that will be required from all institutions having access to Fedwire. P le a s e  n o te  th a t  th is  
s e c u r ity  a g re e m e n t m u s t  b e  e x e c u te d  a n d  s e n t to  th is  B a n k  b y  D e c e m b e r  1 4 , 1 9 9 0 .

• Paragraph 5 of the operating circular specifies the definition of a “payment order” and identifies those 
Fedwire funds transfer type and subtype codes that are payment orders. Excluded from the definition 
of payment order are certain accounting transactions used by Reserve Banks that may be transmitted 
over the same communications system and have some characteristics of a funds transfer. These trans-

*Appendix C, “Third-Party Wire Transfer Arrangements,” and Appendix D, “Licensed Software Agreement,” both dated June 29, 1988, 
to Operating Circular No. 8 remain in effect.
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actions, and non-value transactions, such as requests for credit transfer and requests for reversal, 
are not considered payment orders and are addressed separately in paragraphs 22 and 23.

•  Paragraph 8 indicates that the Reserve Bank will rely on the routing number in a payment order that 
is provided by an originator. This Bank will continue to provide copies of the Routing Directory 
to each institution. However, we are not responsible for changes in a routing number after the ef
fective date of the directory, to which the sender, or Reserve Bank, may refer to obtain the number.

•  In paragraph 15, a provision has been added to indicate that an institution should be able to receive 
a payment order during a Reserve Bank’s funds transfer business day. A  receiving institution that 
delays the execution of a payment order may be liable for interest payments to the beneficiary of 
the transfer.

•  Paragraph 17 contains examples of how reserve account adjustments may be made to the accounts 
of immediate sending and receiving institutions to compensate for various types of errors.

•  Paragraph 20 requires an institution to notify its Reserve Bank immediately of information from any 
source about possible errors in payment orders.

In  co n ju n c tio n  w ith  the  Jan u ary  1, 1991 e ffec tiv e  date  o f  S u b p a rt B o f  R eg u la tio n  J, th is  B ank  

w ill req u ire  ev ery  F edw ire  p a rtic ip a n t to  execu te  the  new  se c u rity  ag reem en t n o ted  above, w h ich  
is en c lo sed  as A p p en d ix  A -1. W e w ill a lso  change  o u r p ro c e d u re s  fo r h an d lin g  o ff-lin e  fu n d s tra n sfe r  

m essag es  to  p rov ide  an  en h an ced  m easu re  o f  security .

A  le tte r  d e sc rib in g  the  new  o ff-line  p ro ced u res  has  been  sen t, u n d e r separa te  cover, to  a ll in 

s titu tio n s  (b o th  o ff-line  and  o n -lin e ) th a t cu rren tly  access  F edw ire. (O n -lin e  in s titu tio n s  m ay need  

to  use  o ff-lin e  p ro ced u res  w hen  they  are  ex p erien c in g  o p era tio n a l p ro b lem s.)  A n  im p o rta n t asp ec t 
o f  th e  new  p ro c e d u re s  w ill req u ire  th a t all o ff-line  tran sfe rs  o rig in a te d  be  c o n firm e d  by  a  second  

perso n  at th e  send ing  in s titu tio n  b efo re  th e  tra n sfe r  req u est is accep ted . T h is  B ank  w ill in itia te  a 

ca ll b a c k  to  th e  send ing  in s titu tio n  to  v e rify  th e  v a lid ity  o f  th e  m essage . T h is  p ro c e d u re  w ill req u ire  
all in s titu tio n s  to  su b m it, by November 30, 1990, th e  n am es and  te lephone  n u m b ers  o f  all p e rso n s 

a u th o riz e d  to  ca ll in  a  tran sfe r req u est and  all p e rso n s au th o riz e d  to  c o n firm  th e  va lid ity  o f  th e  tra n s 

fe r  req u est. P lease  ensure  th a t y o u r fu n d s  tra n sfe r  d e p a rtm e n t co m p lies  w ith  th is  req u est.

In  a d d itio n , th e  F ee S chedu le  (A p p en d ix  E ) has been  rev ised  to  re flec t an  in c rease  in  th e  d e d 
ica ted  leased  line  m o n th ly  co n n ec tio n  fee  from  $ 600  to  $ 7 0 0  and  an  in c rease  in  th e  so ftw are  c o m 
p a tib ility  te s tin g  fee from  $ 4 ,0 0 0  to  up  to  a m ax im u m  o f  $ 8 ,0 0 0 . B o th  in c reases  are  in ten d ed  to  
m o re  accu ra te ly  re flec t the  co sts  o f  p ro v id ing  th ese  serv ices.

T h e  B oard  o f  G o v ern o rs  h as  a lso  app roved  ch arg in g  a new  “gatew ay” access  fee  in  1991. U n d er 
gatew ay access , d ep o sito ry  in s titu tio n s  w ith  o p era tio n s in  d iffe ren t F ed era l R eserv e  d is tr ic ts  can  
fu n n e l th e ir  tran sac tio n s  th ro u g h  one p h y sica l access  p o in t o r gateway. T h e  d is tr ic t  in  w h ich  the  

d e p o sito ry  in s titu tio n  accesses  the  F ed era l R eserv e  w ill ch a rg e  a m o n th ly  c o n n ec tio n  fee  an d  each  

d is tr ic t a ffec ted  by  gatew ay da ta  tra n sm iss io n  w ill assess  a  $ 1 0 0  m o n th ly  su rch arg e  to  reco v er a d 

d itio n a l in te rd is tr ic t d a ta  co m m u n ica tio n s costs.

I f  you have any questions ab o u t th is  O p era tin g  C ircu lar, p lease  ca ll A n d rew  H eik au s, M a n ag e r 

o f  o u r F u n d s T ransfer D e p a rtm en t (Tel. No. 2 1 2 -7 2 0 -5 5 6 1 ) o r  M ary an n  M aro n , C h ief, F u n d s T ran s

fe r D iv ision  (Tel. No. 2 1 2 -720 -5569).

E . G e r a l d  C o r r i g a n ,

President.
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Federal Reserve Bank 
of New York

[
Operating Circular No. 8

Revised Effective January 1, 1991 ]
FUNDS TRANSFERS THROUGH FEDWIRE

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

Scope
1. Subpart B of Regulation J (“Regulation J”) of the Board of Governors 

of the Federal Reserve System (12 CFR Part 210, Subpart B) and this Circular 
apply to funds transfers through Fedwire and this Bank. This Circular is issued 
in conformity with Section 210.25(c) of Regulation J and is an operating cir
cular as referred to in Section 4A-107 of Article 4A of the Uniform Commercial 
Code. It is binding on any sender that sends a payment order directly to this 
Bank, any receiving bank that receives a payment order directly from this Bank, 
and any beneficiary that receives a credit with respect to a payment order to 
an account maintained or used at this Bank. In addition, it is binding on other 
parties to a funds transfer any part of which is carried out through Fedwire to 
the same extent that Regulation J is binding on those parties.

2 . This Circular includes the following documents:

Appendix A 
Appendix B 
Appendix C 
Appendix D 
Appendix E

Security Procedures 
Time Schedule
Third Party Wire Transfer Arrangements 
Licensed Software Agreement 
Fee Schedules

3. Each Federal Reserve Bank has issued an operating circular substan
tially similar to this Circular. When we issue a payment order to another Federal 
Reserve Bank, that Federal Reserve Bank processes the payment order under 
its circular.

Definitions

4. Unless otherwise stated in this Circular, all terms defined in Regula
tion J, including terms defined in Article 4A to the extent consistent with Reg
ulation J, have the same meanings in this Circular.

[Enc. Cir. No. 10401]
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5. The term “payment order,” for the purposes of Subpart B of Regula
tion J and this Circular, includes only messages:

(a) designated as type code 10 or 12 (funds transfer), 15 (foreign transfer), 
or 16 (settlement transaction); and

(b) designated as subtype code 00 (structured funds transfer), 02 (reversal 
of transfer), 08 (reversal o f a prior day transfer), 20 (as o f adjustment), 32 (funds 
transfer honoring request for funds), or 40 (structured funds transfer).

6. The term “on-line” refers to the transmission of a payment order to 
or from this Bank by electronic data transmission, excluding transmission by 
telephone orally.

7. Unless otherwise stated in this Circular, all references to “this Bank”, 
“we”, “our”, and “us” include our head office and our Buffalo Branch.

Issuance of orders

8. A payment order must be in the media and format we prescribe. This 
Bank is not bound by instructions to us in a payment order other than informa
tion required by our format specifications. This Bank is not responsible for the 
accuracy of a routing number contained in and/or verbally supplied from a pub
lication, list or automated file issued or maintained by a Reserve Bank if the 
routing number becomes inaccurate after the effective date of the publication, 
list, or automated file.

Security procedures

9. The security procedures we offer to verify the authenticity of a pay
ment order are prescribed in Appendix A of this Circular. Before issuing a pay
ment order to or receiving a payment order from this Bank, a sender or receiving 
bank must execute an agreement with this Bank in the form shown in Appendix 
A -l. A sender is deemed to agree to a security procedure used in issuing a pay
ment order to us.

10. Each sender and receiving bank shall prevent any disclosure, except 
on a “need to know” basis, of any aspects of the security procedures agreed 
to by it with this Bank. The sender or receiving bank shall notify us immediately 
if the confidentiality of these security procedures is compromised, and shall 
act to prevent the security procedure from being further compromised.

Receipt, acceptance and execution of payment orders

11. If an on-line sender does not receive an acknowledgement of receipt 
of a payment order it issues to us, the sender should notify us promptly.

2
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12. If we notify a sender that a payment order has been lost because of 
computer outage or other reason, the sender should be prepared to resend the 
payment order to us.

13. We may record by audio recording device any telephone call relating 
to a payment order.

14. A receiving bank must manage its communications connection so as 
to permit it to receive on a timely basis payment orders sent to it during its funds 
transfer business day.

15. A receiving bank, whether off-line or on-line, agrees to indemnify 
us for any loss incurred by us as a result of its delay in receiving a payment 
order, if the delay results from the bank’s failure to be able to receive payment 
orders from us during our funds transfer business day.

16. We do not assume any responsibility for completion of a funds trans
fer on the day requested except as provided in Regulation J.

As of adjustments

17. We may make an as of adjustment pursuant to Section 210.32(b) of 
Regulation J as follows:

(a) We will normally process and apply an as o f adjustment to the reserve 
maintenance period during which the transaction giving rise to the obligation 
to pay interest occurred, so that there will be no impact on aggregate reserves. 
If we determine that procedure is not feasible, in our sole discretion, we will 
process and apply the as o f adjustment to the current reserve period.

(b) If an as o f  adjustment would be applied to one o f the last three days 
of a reserve maintenance period, we may apply it to either the current or future 
reserve maintenance periods.

(c) If we delay execution of a payment order (see Section 4A-305(a) o f Ar
ticle 4A), we may make an as of credit adjustment to the receiving bank’s ac
count. If the sender was not debited at the appropriate time, we will make an 
offsetting as o f debit adjustment to the sender’s account.

(d) If we misdirect a payment order (see Sections 4A-303(c) and 
4A-305(b) of Article 4A), we may make an as o f credit adjustment to the account 
of the bank that should have received the order. If agreed by the bank that re
ceived the misdirected order, we will make an offsetting as o f debit adjustment 
to the receiving bank’s account.

(e) If we issue a payment order in an amount less than the amount that 
was intended (see Sections 4A-303(b) and 4A-305(b) o f Article 4A), we may 
make an as o f credit adjustment to the receiving bank’s account. If the sender 
was not debited in the appropriate amount, we will make an as o f debit adjust
ment to the sender’s account.

3

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



(f) If we issue a duplicate payment order or a payment order that is in an 
amount more than was intended (see Sections 4A-303(a) and 4A-305(b) o f Ar
ticle 4A), we may, if  the sender’s account was not debited in the appropriate 
amount, make an as o f credit adjustment to the sender’s account. If agreed by 
the bank that received the order, we will make an as o f debit adjustment to the 
receiving bank’s account.

(g) If we delay rejection o f a payment order (see Sections 4A-209(b) and 
4A-210(b) of Article 4A), we may make an as o f credit adjustment to the send
er’s account.

(h) We will apply offsetting as of adjustments to the same reserve main
tenance periods to the extent feasible.

Cut-off hours

18. Our time schedule, contained in Appendix B to this Circular, shows 
our funds transfer business days and the latest hour on each funds transfer busi
ness day (“cut-off hour”) by which we will execute a payment order received 
on that day. We may, in our discretion, extend our cut-off hour or our funds 
transfer business day. In the case of a payment order calling for an interdistrict 
funds transfer received during an extended funds transfer business day, execu
tion of a corresponding payment order on that day is also discretionary with the 
receiving bank’s Federal Reserve Bank.

Advices of credit and debit; reporting of errors

19. We provide an advice of credit by electronic data transmission to an 
on-line receiving bank that receives a payment order or notice from us. We pro
vide an advice of credit by telephone to an off-line receiving bank that receives 
a payment order or notice from us. We do not give telephone advice of credit 
for a transfer identified as a type code 16 settlement transaction to an off-line 
receiving bank unless the receiving bank has notified us in writing that it main
tains an account for another bank or has otherwise requested telephone advice 
for these transfers. We also provide an advice of credit to a receiving bank and 
an advice of debit to a sender in its account statement.

20. In addition to the requirement for prompt notice under Section 
210.28(c) of Regulation J and Sections 4A-204 and 4A-304 of Article 4A, a 
sender or receiving bank shall notify us immediately if it learns of or discovers, 
from any source other than an advice of debit from this Bank, the possibility 
of error or lack of authority in the transmission or processing of a payment or
der. A receiving bank must also notify us immediately of any discrepancy be
tween a payment order or advice of credit we send to the receiving bank by tel
ephone or electronic data transmission and an advice of credit we subsequently 
mail or deliver to the receiving bank. (See also paragraph 10.)
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Charges

21. The fees imposed for funds transfer services are listed in our fee 
schedule.

Non-value messages

22. We handle messages that do not result in accounting entries, desig
nated as subtype code 01 (request for reversal), 07 (request for reversal of prior 
day transfer), 31 (request for credit transfer), 33 (refusal of request for funds), 
or 90 (service message). These messages are not payment orders, but are subject 
to our format and media requirements, security procedures and time and fee 
schedules. This Circular does not impose any obligation on the recipient to re
spond to a request for reversal or credit transfer. A Federal Reserve Bank’s li
ability for damage caused by its failure to exercise ordinary care or act in good 
faith in processing a non-value message may not exceed the amount of any fee 
paid to a Reserve Bank for the message.

Cancellation and amendment of payment orders

23. By requesting cancellation or amendment of a payment order, the 
sender may be liable under Section 4A-211 of Article 4A unless the request 
states “NO INDEMNITY”.

Right to amend

24. We reserve the right to amend this Circular at any time.

Effect of this circular on previous circular.

25. This circular supersedes Operating Circular No. 8, revised 
June 29, 1988.

E. G e r a l d  C o r r ig a n ,
President.
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Federal Reserve Bank 
of New York

Appendix A to 
Operating Circular No. 8

Revise effective January 1, 1991

FUNDS TRANSFER SECURITY PROCEDURES

General

The following security procedures are offered by the Federal Reserve Bank 
of New York to each sender that is authorized to send a payment order to us, 
and to each receiving bank that receives a payment order from us, for the pur
pose of verifying the authenticity of a payment order or a communication 
amending or canceling a payment order (collectively a “payment order”). The 
security procedures are not used to detect an error in the transmission or the 
content of the payment order.

On-Line Security Procedure

The On-Line Security Procedure is available to any bank that issues or re
ceives a payment order by means of an encrypted dedicated or dial-up commu
nications line between its computer and this Bank’s computer utilizing a 
hardware/software system certified by this Bank.

The On-Line Security Procedure is incorporated in the hardware and soft
ware associated with the computer. In general, the procedure includes access 
controls such as an identification code and a confidential password that allows 
a customer to access this Bank’s funds transfer system, and also includes en
cryption of a payment order during the transmission process. The procedure is 
more specifically described in the Computer Interface Protocol Specifications 
(CIPS), the Fedline Users Guide and the Local Security Administrator Guide, 
which are available from this Bank.

Off-Line Security Procedure

The Off-Line Security Procedure is available to any bank that issues or 
receives a payment order orally by telephone. It is also used when a bank that 
normally issues or receives a payment order by means of an encrypted dedicated 
or dial-up communications line using the On-Line Security Procedure is unable 
to do so because of an equipment or communications failure or other circum
stances.

[Enc. Cir. No. 10401]
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In general, when a payment order is issued, the Off-Line Security Proce
dure involves the use of an identification code by an employee of the sender 
and may involve a call back or listen back procedure by us. When our customer 
is acting as a receiving bank, the security procedure involves the use of an iden
tification code provided by us to an employee of the customer, and the customer 
is required to call us back to authenticate the payment order before making the 
proceeds available to its customer or otherwise acting with respect to the pay
ment order.

The names of the employees of the sender or receiving bank who are au
thorized to authenticate or issue a payment order must be on a list of employees 
provided to us by the bank.

Effect of this Appendix

This Appendix supersedes Appendix A, revised June 29, 1988, to Oper
ating Circular No. 8.

E. G e r a l d  C o r r ig a n ,
President.
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APPENDIX A-l

FUNDS TRANSFER SECURITY PROCEDURE AGREEMENT

(Date)

Federal Reserve Bank of New York
33 Liberty Street
New York, New York 10045

Attention: Manager
Funds Transfer Department

We agree to the provisions of your Operating Circular No. 8 and its appen
dices A and B (“Circular”), as amended from time to time.

If we use an encrypted communications line with access controls for the 
transmission or receipt of a payment order to or from the Reserve Bank, we 
choose the On-Line Security Procedure offered by you as generally described 
in Appendix A to the Circular, as such security procedure may be modified from 
time to time by you. This security procedure will be used for the purpose of 
verifying that a payment order or a communication amending or canceling a 
payment order (collectively a “payment order”) was issued or received by us.

If we use the telephone to orally transmit or receive a payment order to 
or from the Reserve Bank, we reject the On-Line Security Procedure offered 
by you and choose the Off Line Security Procedure generally described in Ap
pendix A to the Circular, as such security procedure may be modified from time 
to time by you. This security procedure will be used for the purpose of verifying 
that a payment order was issued or received by us. We understand that the Off 
Line Security Procedure may be deemed commercially reasonable pursuant to 
Section 4A-202(c) of Article 4A.

Whenever we use your Off-Line Security Procedure, we agree to be bound 
by any payment order, whether or not authorized, issued in our name and ac
cepted by you in compliance with such procedure.

We understand that the On-Line and Off-Line Security Procedures will not 
be used to detect an error in the transmission or content of a payment order.
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We also understand and agree that the security procedures established by 
this Agreement may be changed only by an amendment to Appendix A or other 
written agreement. The Agreement may not be changed by an oral agreement 
or by a course of dealing or custom.

[Name of sender!receiving bank!agent]

By:
[Authorized signature]
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Federal Reserve Bank 
of New York

Appendix B to 
Operating C ircular No. 8

Revise effective January 1, 1991

TIME SCHEDULE FOR 
FUNDS TRANSFERS THROUGH FEDWIRE

Opening Hour

1. We accept payment orders beginning at 8:30 a.m. Eastern Time. In un
usual circumstances, and in our discretion, we may accept payment orders be
fore this time.

Cut-off Hours

2. We accept funds transfer payment orders on-line until 6:00 p.m. East
ern Time, and funds transfer payment orders off-line until 5:30 p.m. Eastern 
Time each funds transfer business day.

3. We accept settlement payment orders from an on-line sender until 6:30 
p.m. Eastern Time and from an off-line sender until 6:00 p.m. Eastern Time 
each funds transfer business day. A settlement payment order sent during the 
settlement period must be designated by type code 16. A settlement payment 
order is a payment order in which the originator and the beneficiary are each 
either (i) a bank subject to Federal Reserve reserve requirements (whether or 
not it actually maintains reserves), or (ii) a participant in a net settlement ar
rangement approved by a Reserve Bank as an eligible originator or beneficiary 
of a settlement payment order sent during the settlement period.

Funds Transfer Business Days

4. Our funds transfer business days include all days except the following 
standard holidays that are observed by Reserve Banks:1

All Saturdays,
All Sundays,
New Year’s Day (January 1),
Martin Luther King’s Birthday (third Monday in January),

1 The New Orleans Branch of the Federal Reserve Bank of Atlanta closes on Mardi Gras.

[Enc. Cir. No. 10401]
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Washington’s Birthday (third Monday in February),
Memorial Day (last Monday in May),
Independence Day (July 4),
Labor Day (first Monday in September),
Columbus Day (second Monday in October),
Veterans’ Day (November 11),
Thanksgiving Day (fourth Thursday in November), and 
Christmas Day (December 25).

If January 1, July 4, November 11, or December 25 fall on a Sunday, the next 
following Monday is a standard Reserve Bank holiday.

Effect of this Appendix on previous Appendix

5. This Appendix supersedes Appendix B, revised effective January 1, 
1989, to Operating Circular No. 8, and the Second Supplement, dated August 
1, 1990, to Operating Circular No. 8.

E. G e r a l d  C o r r ig a n ,
President.
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Federal Reserve Bank 
of New York

Appendix E to 
Operating Circular No. 8

Revised effective January 1, 1991

WIRE TRANSFERS OF FUNDS 

Fee Schedules

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

T h is  B a n k ’s schedu le  o f  ch arg es for w ire  tran sfe rs  o f  fu n d s is as 
follow s:

Wire Transfers of Funds and Other Messages

A . O rig in a to r:

B asic ch a rg e  p e r m e s s a g e .......................................  $ 0 .5 0

S urcharge:
O ff-lin e  o r ig in a t io n .......................................... $ 6 .0 0

B. Receiver:
B asic ch arg e  p er m e s s a g e .......................................  $ 0 .5 0
Surcharge:

T elephone adv ice  to  r e c e iv e r ........................ $ 4 .0 0

[Enc. Cir. No. 10401] (OVER)
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Fixed Monthly Fees for On-line Connections

D ed ica ted  leased  l i n e ............................................................  $ 700
D ia l-u p  l in e ................................................................................. $ 65
G atew ay S u rc h a rg e .................................................................  $ 100

Installation Fees for On-line Connections

B asic in s ta l la t io n ......................................................................  $ 300
H ardw are  c o m p a tib ility  t e s t i n g .......................................  $ 2 ,5 0 0
S oftw are  co m p a tib ility  t e s t i n g .......................................... up  to  $ 8 ,0 0 0
R e tr a in in g ...................................................................................  $ 150

Effect of this Appendix on previous Appendix

T his A ppendix  supersedes A ppendix  B , revised effective January  1, 
1989, to  O perating  C ircu lar No. 8.

E . G e r a l d  C o r r ig a n ,

President.
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