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Effective August 16, 1936

RESERVE REQUIREMENTS

To the Member Banks of District No. 11:

This circular supersedes all previous circulars on this subject and its provisions are subject to change 
without notice. Unless otherwise stated, the term “Federal Reserve Bank of Dallas” includes its El Paso, 
Houston and San Antonio Branches.

STATUTORY PROVISIONS

The actual net balance which each member bank is required to maintain on deposit with its Federal Re
serve bank as a reserve against its deposit liabilities is subject to change by such percentage, within the 
limitations prescribed by law, as the Board of Governors of the Federal Reserve System shall prescribe from 
time to time, pursuant to the sixth paragraph of Section 19 of the Federal Reserve Act, as amended.

Effective at the opening of business August 16, 1936, member banks will be required to maintain reserve 
balances with the Federal Reserve bank of their district equal to 4y2 % of their time deposits plus—

Ten and one-half per cent of their net demand deposits if not in a reserve or central reserve city.
Fifteen per cent of their net demand deposits if in a reserve city.
Nineteen and one-half per cent of their net demand deposits if located in a central reserve city.
There are no central reserve cities in the Eleventh Federal Reserve District, but there are seven reserve 

cities—Dallas, El Paso, Fort Worth, Galveston, Houston, San Antonio and Waco.

DEMAND AND TIME DEPOSITS DEFINED

Demand deposits—The term “demand deposits” includes all deposits except “ time deposits.”
Time deposits—The term “time deposits” means “ time certificates of deposit” and “ time deposits, open 

account,” with maturities of not less than thirty days after the date of deposits, and “ savings deposits” in 
respect to which the depositor is required, or may at any time be required, to give not less than thirty days 
notice in writing of intended withdrawal.

For more detailed definitions of “Demand” and “Time” deposits and for detailed information regarding 
deductions allowed in computing reserves, refer to Regulation “D” of the Board of Governors of the Federal 
Reserve System.

CONTINUANCE OF “ TIME DEPOSIT’’ STATUS

A deposit which at the time of deposit was a “ deposit evidenced by a time certificate of deposit,” “ time 
deposit, open account,” or “ savings deposit” continues to be a “ time deposit” until maturity or the expira
tion of the period of notice of withdrawal, although it has become payable within thirty days. After the 
date of maturity of any time deposit, such deposit is a demand deposit. After the expiration of the period 
of notice given with respect to the repayment of any savings deposit or other time deposit, such deposit 
is a demand deposit, except that if the owner of such deposit advises the bank in writing that the deposit 
will not be withdrawn pursuant to such notice or that the deposit will thereafter again be subject to the 
contract or requirements applicable to such deposits, the deposit will again constitute a savings deposit or 
other time deposit, as the case may be, after the date upon which such advice is received by the bank.
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PENALTIES FOR DEFICIENCIES IN REQUIRED RESERVES

The required balance carried by a member bank with the Federal Reserve Bank of Dallas may, under 
the regulations and subject to such penalties as may be prescribed by the Board of Governors of the Federal 
Reserve System, be checked against and withdrawn by such member bank for the purpose of meeting exist
ing liabilities: Provided, however, that no bank shall at any time make new loans or pay any dividends unless 
and until the total balance required by law is fully restored. The payment of penalties for deficiencies in 
reserves does not exempt member banks from this prohibition of law. Penalties for deficiencies in reserves 
are computed on the basis of the average reserve balances for semi-weekly, weekly, or semi-monthly periods; 
but this prohibition of law applies whenever the reserves are deficient for one day or more, regardless of 
whether or not the average balances for the semi-weekly, weekly, or semi-monthly period are deficient.

Deficiencies in reserve balances of member banks in cities in which there is an office of the Federal 
Reserve Bank of Dallas, and in such other reserve cities as the Board of Governors of the Federal Reserve 
System may designate from time to time, will be computed on the basis of average daily net deposit balances 
covering semi-weekly periods.

Deficiencies in reserve balances of member banks in all other reserve cities will be computed on the basis 
of average daily net deposit balances covering weekly periods.

Deficiencies in reserve balances of other member banks will be computed on the basis of average daily net 
deposit balances covering semi-monthly periods.

Penalties for such deficiencies will be assessed monthly on the basis of average daily deficiencies during 
each of the reserve computation periods ending in the preceding calendar month.

The penalty for deficiencies in reserves has been fixed by the Board of Governors of the Federal Reserve 
System at a rate of 2% per annum above the rate of the Federal Reserve Bank of Dallas applicable to dis
counts of 90-day commercial paper for member banks in effect on the first day of the calendar month in 
which the deficiencies occurred.

RESERVE ACCOUNTING

Average reserve balances are determined from the balances maintained by member banks as shown by 
the books of the Federal Reserve Bank of Dallas.

For their own convenience and in their own interest member banks are urged to carry on their general 
ledger two accounts with us; one to be known as “Reserve Account— Collected Funds” and the other “ De
ferred Account—Uncollected Funds.”  All items forwarded to us for credit, whether available for immediate 
credit or not, should be charged into the “Deferred Account—Uncollected Funds,” and on the date such items 
are available for reserve they should be charged into the “Reserve Account—Collected Funds” and credited 
out of the “Deferred Account—Uncollected Funds.” By adopting this system and checking our transcript 
daily, member banks will be able to determine accurately the amount of their available reserve balances.

It is also recommended that each member bank make a daily calculation of the amounts of demand and 
time deposits subject to reserve and determine the amount of its required reserve from day to day. A con
venient form for this purpose is shown on the last page of this circular and a formula is likewise shown on 
the reverse side of forms furnished member banks for reporting their demand and time deposits.

REPORTS OF DEMAND AN D  TIME DEPOSITS

In order that the Federal Reserve bank may determine whether reserves have been maintained as re
quired by law, each member bank is required to report on forms provided for that purpose the amounts of 
its gross demand deposits, its balances subject to immediate withdrawal due from other banks, its cash 
items in process of collection and its time deposits.

In rendering the report the amounts reflected opposite each date must represent the balances as shown 
by the books of the member bank at the opening of business; on that date. The balances reported for Sunday 
must represent the balances at the close of business the preceding Saturday and such figures must be 
repeated for the Monday following. The balances reported for a holiday must represent the balances at the 
close of the preceding business day and the same figures must be repeated for the day following the holiday.

NOTICE TO DIRECTORS

The regulations of the Board of Governors of the Federal Reserve System provide that whenever it 
appears that a member bank is not paying due regard to the maintenance of its reserves the Federal Reserve 
bank shall address a letter to each director of such bank calling attention to the situation and advising him



of the requirements of the law and the regulations of the Board of Governors of the Federal Reserve System 
regarding the maintenance of reserves and the personal liability of the directors permitting violations of 
the law.

CONTINUED DEFICIENCIES

If, after the notice provided for abo.ve has been given, it shall appear that the member bank is continu
ing its failure to pay due regard to the maintenance of its reserves, the Federal Reserve bank shall report 
such fact to the Board of Governors of the Federal Reserve System with a recommendation as to whether 
or not the Board should—

(1) In the case of a national bank, direct the Comptroller of the Currency to bring suit to forfeit 
the charter of such national bank pursuant to Section 2 of the Federal Reserve Act; or

(2) In the case of a State member bank, institute proceedings to require such bank to surrender 
its stock in the Federal Reserve bank and to forfeit all rights and privileges of membership 
pursuant to Section 9 of the Federal Reserve Act; or

(3) In either case, take such other action as the Federal Reserve bank may recommend or the 
Board of Governors of the Federal Reserve System may consider advisable.

Yours very truly,
b . a . McKin n e y ,

President



COMPUTATION OF RESERVE TO BE CARRIED WITH THE FEDERAL RESERVE
BAN K  BY MEMBER BANKS

(For definitions of the terms “ Gross Demand Deposits” , “Deductions Allowed in 
Computing Reserves” , “ Cash Items in Process of Collection” , “Net Demand 
Deposits” and “Time Deposits” , see Regulation D of the Board of Governors 
of the Federal Reserve System)

1. GROSS DEMAND DEPOSITS, including U. S. Government deposits and demand balances 
of other b a n k s .......................... ................................... - .......................................................... $-

(See Schedule J of the Quarterly condition report for items constituting demand de
posits)

2. DEDUCTIONS ALLOWED IN COMPUTING RESERVES:
(a) Balances subject to immediate withdrawal due from other 

banks* (except balances due from Federal Reserve banks, 
from foreign banks or branches thereof, from foreign 
branches of domestic banks, or from private banks) - - - $.

(Corresponds to item 1 in Schedule I of the quarterly 
condition report)

(b) Cash items in process of collection, except to the extent in
cluded in item 2-a (including checks with Federal Reserve 
banks in process of collection and checks on hand which 
will be presented for payment or forwarded for collection 
on the following business day)...............................................-

(Corresponds to item 2 in Schedule I of the quarterly 
condition report)

3. NET DEMAND DEPOSITS (item 1 minus item 2)

4. TIME DEPOSITS - - - - - - - - - - ................................................................... ......  ..........

(See Schedule K of the quarterly condition report for items constituting time deposits)

5. RESERVES REQUIRED:
(a) On net demand deposits (item 3 above):

Banks in central reserve cities, 19% percent;
Banks in reserve cities, 15 percent;
Banks located elsewhere, 10% percent . ................................................................... .......................................

(b) On time deposits (item 4 above): 4% percent - .................................................... - ___________________

(c) Total reserve to be maintained with Federal Reserve bank - - -  - -  - -  - . ________

including cash items forwarded to a correspondent bank for collection and credit and charged to item “Due from 
banks.”




