
RE: Pot ntial Modifications to th  F d ral R s rv  Banks' National S ttl m nt S rvic 
and F dwir  Funds S rvic  
Dock t No. OP-1664

D ar Ms. Misback:

On b half of th  National Association of F d rally-Insur d Cr dit Unions (NAFCU), I am writing 
in r spons  to th  proposal issu d by th  Board of Gov rnors of th  F d ral R s rv  Syst m 
(Board) r garding pot ntial modifications to th  National S ttl m nt S rvic  (NSS) and F dwir  
Funds S rvic  op rating hours and cutoff tim s. NAFCU advocat s for all f d rally-insur d not- 
for-profit cr dit unions that, in turn, s rv  ov r 117 million consum rs with p rsonal and small 
busin ss financial s rvic  products. NAFCU supports th  propos d chang s, which would 
accommodat  cr dit unions’ ability to tak  advantag  of a lat r window for sam -day s ttl m nt 
of automat d cl aringhous  (ACH)  ntri s and allow cr dit union m mb rs to s nd and r c iv  
fast r ACH paym nts.

Th  Board has propos d  xt nding th  daily op rating hours of th  NSS by on  hour to allow th  
privat -s ctor ACH op rator—Th  Cl aring Hous  (TCH), through th  El ctronic Paym nts 
N twork—to s ttl  in-n twork transactions r sulting from NACHA’s adoption of a third sam - 
day ACH window in S pt mb r 2018. To support lat r sam -day s ttl m nt, th  R s rv  Banks 
would also  xt nd th  daily op rating hours of th  F dwir  Funds S rvic . NAFCU supports th s  
chang s, which ar  n c ssary to allow th  third s ttl m nt window to b com   ff ctiv , and 
b li v s that th  pot ntial risks addr ss d in th  proposal ar  minimal and do not d tract from th  
b n fits associat d with lat r cl aring of ACH transactions.

Th  proposal indicat s that  xt nding th  closing tim  of th  F dwir  Funds S rvic  could aff ct 
th  f  s an institution pays for daylight ov rdrafts; how v r, any incr as  is unlik ly to hav  a 
mat rial impact on cr dit unions. Aft r accounting for chang s to both th  f   rat  and av rag  
uncollat raliz d daylight ov rdraft calculation, th  Board acknowl dg s that gross f  s b for  
application of f   waiv rs would incr as  by l ss than on -t nth of on  p rc nt.

Th  proposal also not s that th  R s rv  Banks’ curr nt windows b tw  n s rvic  closings and 
cutoffs would b  r duc d by 50 p rc nt, which would limit th  tim  availabl  to r position 
balanc s and manag  liquidity aft r th  proc ssing and s ttl m nt of an NSS fil  or third-party-
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initiat d F dwir  Funds transactions. As a r sult, cr dit unions may n  d to mak  t chnical and 
op rational chang s to adjust to th  propos d  nd-of-day tim lin . NAFCU anticipat s that cr dit 
unions will n  d to  xpand staffing hours and cov rag  to accommodat  th  lat r s ttl m nt 
window and “ nd-of-day compr ssion” d scrib d in th  proposal. Whil  th s  adjustm nts will 
hav  som  costs,  xt nsion of th  NSS and F dwir  op rating hours will mak  it  asi r for 
originating d pository financial institutions (ODFIs) outsid  th   ast rn tim  zon  to tak  
advantag  of sam -day ACH and provid  broad r  nhanc m nts that could h lp r duc  c rtain 
typ s of risk.

Th  pot ntial for d lay d r op nings of th  F dwir  Funds S rvic  is an issu  that should b  
addr ss d s parat ly by r visiting th  R s rv  Banks’ und rlying policy for granting F dwir  
 xt nsions and providing a two-hour window b tw  n closing and r op ning of th  s rvic . As 
th  Board consid rs ways to minimiz  disruption to th  r op ning of F dwir , it should d vot  
att ntion to how mor  r strictiv  crit ria for  xt nsions or a short n d window b tw  n closing 
and r op ning might impact cr dit unions. How v r, th s  consid rations should not frustrat  
tim ly adoption of a final rul . In g n ral, improving th  sp  d of paym nts will introduc  n w 
chall ng s that must b  w igh d against th  b n fits of incr as d conv ni nc  and  ffici ncy.

As d scrib d in th  F d ral R s rv ’s 2015 pap r, Strat gi s for Improving th  U.S. Paym nt 
Syst m,  xpansion of th  op rating hours and capabiliti s of th  NSS will h lp facilitat  broad r 
mod rnization and innovation within th  paym nts syst m. Whil  th  propos d s rvic  
 nhanc m nts fulfill that goal with r sp ct to sam -day ACH s ttl m nt, NAFCU  ncourag s th  
Board to proc  d with a proposal for a n w, r al-tim  capability that builds upon th  Octob r 2018 
r qu st for comm nt r garding int rbank s ttl m nt of fast r paym nts. NAFCU also asks that th  
Board continu  to  ngag  clos ly with cr dit unions and oth r financial institution stak hold rs as 
it  xplor s diff r nt approach s for managing paym nt syst m risks in a fast r s ttl m nt 
 nvironm nt.

NAFCU appr ciat s th  opportunity to provid  comm nts on th  Board’s proposal. If you hav  
any qu stions or conc rns, pl as  do not h sitat  to contact m  at amorris@nafcu.org or 703-842-
2266.

Sinc r ly,

Andr w Morris
S nior Couns l for R s arch and Policy
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