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Interest on Business Checking (Repeal of Regulation Q)  (Last updated 06/01).

The House approved on April 3 legislation (H.R. 974) that would permit banks to pay interest on business checking accounts two years after enactment.  The bill would increase immediately the number of allowed transfers from money market deposit accounts (MMDAs) from six to 24 per month. The bill also would allow the government to pay interest on reserve balances that financial institutions are required to hold with Federal Reserve Banks.

In the Senate, Sen. Hagel (R-NE) has introduced a bill which parallels the House legislation.  Sen. Paul Sarbanes (D-MD) has assumed the chairmanship of the Committee on Banking, Housing and Urban Affairs -- replacing Sen. Gramm (R-TX). Sen. Sarbanes has been a vocal supporter of consumer and urban issues. He has not had significant involvement in banking legislative           issues with which AFP is currently involved (interest on business checking, deposit insurance reform).                         

Internet Tax Ban (Last updated 06/01)

Senate negotiators appear close to a compromise on legislation that will determine the future taxation of  remote sales, including Internet, catalog and telephone sales.

The compromise will likely extend the moratorium on new Internet taxes until 2006, and allow states to collect sales taxes on Internet and catalog sales if they adopt a simplification plan approved by Congress that will reportedly require one sales tax rate per state. The current Internet tax moratorium is scheduled to expire on October 21, 2001.

On May 4, the Payments and Technology Task Force of AFP's Government Relations Committee submitted letters stating AFP's position on Internet tax legislation to Senators Ron Wyden (D-OR) and Byron Dorgan (D-ND) and Rep. Christopher Cox (R-CA), sponsors of Internet tax bills. The letters were also sent to the full Senate and House Commerce Committees. AFP's letters encouraged 

Congress to adopt legislation that will: 

Extend the current moratorium on new, multiple and discriminatory taxes on Internet sales for an additional four years through October 21, 2005.

Encourage state and local governments to simplify and unify their complex sales tax structure.   Allow states that have adopted the simplified, uniform sales tax structure to impose sales taxes on purchases by their residents, regardless of the location of the seller or whether the purchase was made at a store, by telephone, by mail, or by the Internet   

Ensure that compliance with the simplified sales tax structure does not increase the burden placed on merchants.                      

To design, test and implement a sales and use tax system that radically simplifies sales and use taxes nationwide, many states banded together in the Streamlined Sales Tax Project. They approved a Uniform Sales and Use Tax Act and Agreement on December 22, 2000. Eleven states have already adopted versions of the agreement and 17 other states are actively considering the legislation. Each state must approve the agreement separately, and the agreement will likely encounter resistance in many states.

Settlement-day Finality for ACH Credits (Last updated 06/01)

On June 25, the Federal Reserve will implement settlement-day finality for ACH credits. ACH credits will be final when posted to depository financial institution accounts at 8:30 a.m. Eastern time on the settlement date. Current policy gives the Federal Reserve the right to reverse settlement until 8:30 a.m. Eastern time on the business day following the settlement date. AFP had urged adoption of settlement-day finality in a 1999 comment letter to the  Federal Reserve.

Electronic Check Images (Last updated 06/01)

AFP attended a meeting at the Federal Reserve on May 17 to discuss the Fed's draft legislation to replace paper checks with electronic or paper images. AFP -- the only corporate participant at the meeting attended by bankers and consumer groups -- was represented by Donald L. Hollingsworth, Assistant Treasurer, Ameren Corporation, and Chair of AFP's Payments Advisory Group.

If enacted by Congress, the law would permit electronic images of checks or machine-readable paper copies of the checks, called substitute checks, to replace physical checks in the clearing and return process. AFP supports the concept but recommended changes in the bill's language to ensure that businesses benefit from provisions that guarantee the legal equivalence of original checks and check images in a court of law.

AFP also urged the Fed to require financial institutions to provide the same indemnity and expedited re-credit protections to business account holders that they grant to consumers. The draft law would require banks to provide expedited re-credit to consumers who claim that checks were improperly charged to their accounts, and to indemnify consumers for losses incurred by the recipient of a substitute check because of the unavailability of the original check.

Payments & Standards

NACHA Update (Last updated 06/01)

Corporate check conversion to ACH debits -- A NACHA Rules Work Group is requesting comment on proposed rule amendments that would permit conversion of corporate checks to ACH debits at point-of-purchase locations and lockboxes. This proposal is similar in intent to the               U.S. Treasury Department's proposal on corporate check conversion debits. NACHA would also permit conversion of dishonored corporate checks to ACH. Only consumer checks may be converted under current rules for all three applications.

In each case, the dollar limit on converted checks would be set at $50,000 to help manage risk and to limit the conversion of large-value wholesale payments. According to NACHA, check conversion will reduce costs and risk and increase processing efficiencies. The proposal        recognizes that a converted check may be rejected because of an ACH debit block. It also recommends that depository institutions build links between ACH and  positive pay systems so that the positive pay system can recognize the check serial number included in the ACH record. Comments on the NACHA proposal are due July 18.

E-Sign for ACH debits -- A recently adopted amendment to the NACHA operating rules will allow electronic authorization for ACH debits to be authenticated by the consumer using a process that evidences the consumer's identity and his or her assent to the authorization.  This requirement complies with the new federal E-Sign legislation. Currently, NACHA requires a consumer debit to be authorized in writing, and signed or similarly authenticated. The new rule becomes effective January 1, 2002.

