
Cheetah™
Banking and Finance Law Daily Wrap Up, CHECKS AND ELECTRONIC
TRANSFERS—Fed delays amendments to Payment System Risk
policy, (Mar. 25, 2020)

Banking and Finance Law Daily Wrap Up

Click to open document in a browser

By Colleen M. Svelnis, J.D.

The Fed is delaying for six months the implementation of policy changes to procedures governing the provision
of intraday credit to U.S. branches and agencies of foreign banking organizations.

The Federal Reserve Board has announced a six-month delay in the planned implementation of policy changes
to part II of the Federal Reserve Policy on Payment System Risk (PSR) related to procedures for determining
the net debit cap and maximum daylight overdraft capacity of a U.S. branch or agency of a foreign banking
organization (FBO). The Fed issued a notice attributing the delay to challenges posed by the coronavirus.
According to the Fed, the additional time will allow FBOs and the Federal Reserve Banks to focus on heightened
priorities rather than establishing new arrangements for accessing intraday credit. The changes were initially
scheduled to become effective on April 1, 2020, and the new date for implementation will be Oct. 1, 2020.

Amendments. The Fed approved the amendments to the policy statement on April 1, 2019 (see Banking and
Finance Law Daily, March 29, 2019). The policy establishes the maximum levels of daylight overdrafts that
depository institutions may incur in their Federal Reserve accounts. The changes involve procedures governing
the provision of intraday credit to U.S. branches and agencies of FBOs.

The availability of intraday credit from the Federal Reserve Banks supports the smooth functioning of payment
systems and the settlement and clearing of transactions across a range of credit markets. According to the
notice, the coronavirus outbreak has disrupted economic activity and financial markets in the United States.
Extending the transition period will give FBOs and the Reserve Banks the ability to "focus on other heightened
priorities" rather than establishing new arrangements for accessing intraday credit.

The delayed amendments remove references to the Strength of Support Assessment ranking; remove
references to FBOs’ financial holding company status; and adopt alternative methods for determining an FBO’s
eligibility for a positive net debit cap, the size of its net debit cap, and its eligibility to request a streamlined
procedure to obtain maximum daylight overdraft capacity.
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