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October 21, 1980

QUESTIONS AND ANSWERS CONCERNING REGULATION D,
RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS

Nontransferability

What does "Not Transferable" mean?

"Not Transferable” means that a time deposit may not
be transferred by the named depositor except in the following
ways:

1. a change in ownership that is reflected on the books 
or records of the institution;

2. a pledge as collateral for a loan; or

3. a transaction that occurs due to circumstances arising 
from death, incompetency, marriage, divorce, attachment, 
or otherwise by operation of law.

In other words, in addition to pledges and transfers 
by operation of law, any transaction that is reflected 
on the books of the institution (thus giving the institution 
an opportunity to reclassify the deposit, if necessary, 
as personal/nonpersonal for reserve reporting purposes) 
is permissible. The following examples of legends concerning 
transferability may be used:

1. "Not Transferable."

2. "Transferable only on the records of the institution.”

3. "Transferable only with the permission of the institution.

4. "Not transferable except as collateral for a loan
or as otherwise permitted by regulations of the Federal 
Reserve Board."

The following statements will not satisfy the requirement 
concerning nontransferability:

1. Not Assignable.

2. Not Negotiable.

Do NOW account statements need a nontransferability legend?

No. NOW accounts are transaction accounts which are 
reservable even if held by a natural person. Transaction 
accounts need not have the nontransferable legend on 
any document.



Passbook savings accounts opened prior to October 1,

1980, need not have a nontransferability legend placed 
on them at the time of opening. Does the legend need 
to be stamped on such accounts if deposits are made after 
October 1?

No. Any personal savings or time deposit account originally 
issued before October 1 does not have to carry a legend 
concerning transferability on any document evidencing 
its existence, even if additional deposits are made to 
the account or the deposit is automatically renewed after 
October 1, 1980.

Does an institution have to notify its customers who 
have accounts outstanding prior to October 1, 1980, of 
the new nontransferability provision of the regulation?

No. Deposits issued to natural persons before October 1,
1980, do not have to be nontransferable to be regarded 
as personal time deposits. However, if an institution 
modifies its existing contracts to make such accounts 
nontransferable, then it should notify its depositors 

of the change.

The legend need not be placed on a time deposit issued 
before October 1 that is automatically rolled-over after 
that date. If the institution sends a letter to the 
depositor reminding him of the upcoming roll-over, must 
the letter indicate nontransferability?

No. However, if the institution issues a new certificate
to the depositor when the old one matures, the term nontransferable

must appear on the deposit.

Can depository institutions stamp the words "nonnegotiable 
and nonassignable," rather than "nontransferable," on 
time and savings deposits documents?

No. It appears that in some jurisdictions transfers
may be made that are not considered assignments. Therefore,
"nonassignable" may not be used in place of "nontransferable."
The inclusion of other words along with "nontransferable" 
is permissible so long as the latter term is not conditioned 
by the other words. "Nonnegotiable" may be added to 
the legend but may not be used as a substitute for "non

transferable.”

Are Holiday Club accounts considered to be transferable 
if the depository institution has accepted an instruction 
to send the payment check to a third party?



So long as the instruction is received at the time of 

withdrawal, transmittal of a payment check for a Holiday 
Club account to a third party does not constitute a transfer.
This is the equivalent of closing a time or savings account 
and remitting the proceeds to someone other than the 
depositor. If the instruction were accepted at the opening 
of the account, then the depositor is presumed to have 
a transferable deposit.

Explain the difference between "nontransferable" and 

"nonnegotiable."

A negotiable instrument is one which a buyer may take
free of most defenses that the debtor on the instrument

has against the original creditor. For example, if a
salesman accepts a promissory note in exchange for a
product, and the product is defective, the buyer may
refuse to pay the salesman when the note becomes due;
however, if the salesman sells the note to another person
and the note is negotiable, then the buyer's contention
that the product is defective may not, in and of itself,
be a successful defense to an action for payment brought
by the third person. Negotiability is concerned simply
with the cutting off of defenses. A nonnegotiable instrument
can be transferred; the difference is that the buyer
of the instrument is subject to the same defenses to

which the original creditor was subject. A person who
is willing to accept the risk of those defenses is willing
to buy a nonnegotiable instrument as well as a negotiable
one. The Board of Governors is concerned that if transferability
were not prohibited, a secondary market in nonnegotiable
certificates of deposit might develop in order to avoid
reserve requirements, and that nonreservable personal
time deposits would be sold to corporations. Such a

practice could have an adverse impact upon the effectiveness
of monetary policy.

A personal time deposit may be transferred under Regulation D 
if the depository institution either changes the name 
of the account holder on its books or issues a replacement 
deposit instrument with the new owners' name. If the 
depository institution takes either of these actions, 
does this constitute an early withdrawal of a time deposit 
under Regulation Q?

No. Under existing Board interpretations, the sale by 
a depositor of his other time deposits does not constitute 
early withdrawal and the depository institution may record 
that transfer on its books without having to treat the 
transfer as an early withdrawal. The principal, maturity, 
and interest rate of the deposit must be unchanged.



In order for a deposit issued to a natural person on
or after October 1, 1980, to be considered a personal
time deposit, where must the legend regarding nontransferability

appear?

1. For certificates of deposit or share certificates, 
it must appear on the certificate itself.

2. For passbook accounts, it must be on the passbook 

itself.

3. For any time or savings deposit not evidenced by
a certificate or passbook, it must be on the agreement 
or contract which evidences the account if a copy 
of the agreement or contract is given to the customer 

when the account is opened.

A legend of nontransferability is not required on any 
periodic statements where such legend appears on a certificate, 
passbook, contract or agreement given to the depositor.
For any time or savings deposit not evidenced by a certificate 
or passbook, if a copy of the agreement is not given 
to the customer, then the nontransferability legend must 
be on periodic statements sent to the customer. The 
legend does not have to appear on the following: deposit
slips, teller receipts, club account coupons, identification 
cards, IRS Form 1099, and signature cards and other documents 
retained by the depository institution as its own records.

Six-month money market certificates are required by Regulation Q 
to be nonnegotiable. May the nonnegotiability requirement 
be omitted from such certificates if they state that 
they are nontransferable.?

Yes.

Transaction Accounts

Are savings accounts subject to ACH debits and credits 
included in the definition of transaction accounts?

Under the definition of "transaction account," (section 
204.2(e)(6)) orders received from an automated clearing 
house (ACH) to debit an account constitute preauthorized 
transfers. Such an account must be treated as a transaction 
account unless the deposit contract limits the number 
of such debits to three per month and it is the practice 
of the institution to limit such transfers to no more 
than three. If credits only may be made to the account, 
then it is not a transaction account, regardless of the 
number of credits made per month.



If a customer has a savings account from which no third 
party or automatic withdrawals are permissible except 
for a weekly transfer to the depositor's club account, 
is that savings account a transaction account?

Yes. The weekly transfer falls within the definition 
of a preauthorized transfer. If the account were limited 
to three such transactions per month, then the account 
would not be treated as a transaction account. In this 
case, if the deduction were made every two weeks, then 
the three-transfer-per-month limitation could be met.

How is a depository institution to treat compensating 
balances of the United States Government kept in Treasury 
Tax and Loan deposit accounts?

If the deposit is subject to immediate withdrawal by 
the Government, then it must be treated as a demand deposit 
of the Government and reserved against as a transaction 
account. Note balances in TT&L accounts are exempt from 
reserves and other funds received from the U. S. Government 
in the form of borrowings, rather than deposits, are 
exempt from reserves.

Does the three-transfer-per-month exception pertain only 
to calendar months?

Yes. Billing or statement cycles or other similar periods 
may not be used as the relevant time period.

Money market certificate owners are often allowed to 
have their interest credited periodically by the institution 
to another account. Does that make the certificate a 
transaction account?

No. The crediting of interest earned on one account 
to another account is not a "transfer" from the account 
on which the interest was earned.

Is a savings account a transaction account merely because 
a depositor is permitted to mail a request to an institution 
to transfer funds to a third party?

No. The Board of Governors has always treated letter 
requests as the functional equivalent to the depositor 
coming into the banking office; thus, the ability to 
make transfers from a personal account in response to 
a letter mail request does not make that account a transaction 
account. Transfers in response to requests by telephone 
or other electronic means are not covered by this rule; 
the capability to make such transfers may cause the account
to  be a t ra n sa c t io n  account.
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7. Q. Are intra-family allocations of a direct payroll deposit

regarded as part of the three telephone or preauthorized 
transfers allowable per month in section 204.2(e)(6)?

A. Direct deposit transactions at many depository institutions 
require that all funds be deposited initially only to 
one account of a customer. Institutions and depositors 
have entered into agreements whereby funds involving 
direct deposit transactions are subsequently transferred 
to other accounts of the employee or his or her family 
at the same institution. Where a deposit is made directly 
to one account but within a very short time routine disbursements 
of a portion of a payroll deposit are made to family 
member accounts or other accounts of the depositor, such 
disbursements are an element of the deposit transaction 
and are not to be regarded as "transfers." Thus, the 
capability of a depositor to distribute funds in this 
manner would not in and of itself render an account to 
which the payroll funds are initially deposited to be 
a transaction account.

8. Q. Does an account which by its terms or pursuant to an

agreement permits transfers to a checking, NOW, or share 
draft account to cover occasional overdrafts fall within 
the definition of transaction account?

A. A number of institutions have entered into agreements 
with their customers providing that in the event the 
customer should overdraw a checking, NOW, or share draft 
account, the institution will transfer from that customer's 
savings account an amount sufficient to cover the overdraft.
Under Regulation D, an account, including a regular savings 
account or regular share account, is considered to be 
a transaction account, if under its terms, or by practice 
of the depository institution, the depositor is permitted 
or authorized to make more than three withdrawals per 
month for purposes of transferring funds to another account 
or for making a payment to a third party by means of 
a preauthorized or telephone agreement, order or instruction.
The availability of the overdraft protection plan that 
is described above would not in and of itself require 
that the savings account or share account from which 
transfers could be made be regarded as a transaction 
account if no more than three such transfers are permitted 
or authorized in a calendar month. If, however, more 
than three transfers from a savings account not otherwise 
regarded as a transaction account are permitted, or if 
the plan is promoted as something other than overdraft 
protection, then the savings account would be regarded 
as a transaction account and the entire balance in the 
account would be subject to transaction account reserve 
requirements.



Is a savings account a transaction account by virtue 
of transfers being made into the account by telephone 
or preauthorized order?

No. The fact that transfers are made into an account 
does not make that account a transaction account.

Time Deposits (and Savings Deposits)

Must passbook savings be broken down between personal 
and nonpersonal?

Yes. Savings accounts are treated as a class of time 
accounts, and therefore savings deposits must be classified 
as personal or nonpersonal and reported separately.

Are time deposits of a "personal corporation" considered 
to be personal time deposits?

A time deposit of any corporation, including a corporation 
owned by one person, is nonpersonal. In order to be 
a personal time deposit, the entire beneficial interest 
of a nontransferable time deposit must be held by a natural 
person(s) or a sole proprietorship.

Are time deposits of an "estate" considered to be personal 
time deposits?

A time deposit held in the name of an estate will be 
personal or nonpersonal depending on the status of the 
named beneficiaries of the estate. If all of the beneficiaries 
are natural persons, the deposit is a personal time deposit.
If any beneficiary is not a natural person, the deposit 
is nonpersonal. Creditors of the estate are not considered 
beneficiaries of the estate.

Because a transfer of a time deposit to an estate upon 
the death of the owner need not be done with notice to 
the institution, how can the institution be required 
to determine whether all of the beneficiaries are natural 
persons?

If such a transfer occurs without notice to the institution, 
then it need not make that determination. However, if 
the institution is asked to change the name on the account 
to that of the estate, then it must make that determination.



The account of a decedent's estate is personal only if 

all of the beneficiaries are natural persons. In many 

cases, this is impossible to determine. For example, 
many wills have contingent interests, in which any remainder 

will go to a charity. Also, many wills give the executor 

a power of appointment, and it may not be known who the 

executor will appoint. Also, many institutions do not 

accept wills on advice of counsel in order to avoid being 
held liable for not acting in accordance with the will.

The same is true in many cases for trusts. How are these 

cases to be treated?

The regulation requires that beneficiaries be natural 

persons in order to treat the account as personal. Remainder 

interests and powers of appointment may be ignored.

In addition, an institution may reasonably rely on the 

representation of the executor or trustee that all beneficiaries, 

with the exception of contingent interests and powers 

of appointment, are natural persons, so long as the institution 

does not know and has no reason to know that the contrary 

is true.

Many decedents' estates are in the hands of the public 

administrator because the person died intestate (i.e., 

without a will). In such cases, how is the beneficial 

interest to be determined?

In the case of decedents' estates in the hands of the 

administrator, the funds usually end up in the hands 

of natural persons or are escheated to the State. For 

purposes of convenience, these accounts may all be treated 

as personal.

For time and savings accounts opened before October 1, 

the rule is that such accounts of natural persons be 

treated as personal. How must a bank handle trust and 

estate accounts issued before October 1? In most cases 

the institution will not be able to know the status of 

the beneficiaries from existing documentation.

Institutions will need to obtain a representation, which 

they may rely on so long as they do not know and have 

no reason to know that the contrary is true, from the 

trustee or executor that all beneficiaries are natural 

persons, unless the institution is able to ascertain 

that fact from existing documents. In the absence of 

such a representation or documents, the account must 

be treated as nonpersonal.



Is an account personal if it is held in the name of an 

association such as a bowling club or vacation club, 

or of a monastery or convent?

No. Accounts in which any beneficial interest is held 

by anyone other than a natural person are nonpersonal.

Are Keogh (or Defined Benefit Keogh) Accounts in the 

name of a partnership excluded from reserve requirements?

Yes. Nontransferable time deposits held in Keogh or

IRA accounts are presumed to be for the beneficial interest

of individuals under section 204.2(f)(2).

Many trust departments often place funds in a single 

time or savings account in the commercial department 

of the institution. May an institution determine the 

proportion of funds in that account that are allocable 

to trusts or estates in which the entire beneficial interest 

is owned by natural persons and regard that amount as 

a personal deposit? May the institution establish a 

percentage of the account that is personal and use that 

percentage each day?

No. The trust department may place its funds in two 

accounts, one personal and one nonpersonal, but the funds 

in the personal account must be from trusts and estates 

in which the beneficial interest is held entirely by 

natural persons, and this may not be determined by estimation 
or percentages.

Are holiday or vacation club accounts reservable?

Club accounts are treated as either time or savings deposits 

and are either personal or nonpersonal. If the deposit 

qualifies as a personal time or savings deposit, it is 

not reservable.

Are the trust deposits of pension plans, profit-sharing 

plans, or other similar plans classified as personal 

or nonpersonal time deposits?

The classification of such deposits as personal or nonpersonal 

depends on the terms of the specific plan underlying 

the deposit. Such deposits shall be classified as personal 

only if they are nontransferable and if the entire beneficial 

interest is held by natural persons. If any beneficial 

interest is held by other than a natural person, no matter 

how small the beneficial interest held, the entire deposit 

shall be classified as nonpersonal.



A savings or time deposit in the name of a trustee may 

be treated as personal only if all of the beneficiaries 

are natural persons. Does this rule apply in the case 

of Totten trusts?

No. Totten trusts are not true trusts covered by this 

rule. A Totten trust is one in which the owner of the 

funds states that the account is in the name of himself 

in trust for another, and the intent of the depositor 

is simply to make it possible for the other to obtain 

the funds from the institution upon the depositor's death.

The intent of the depositor is not to give any beneficial 

interest to the other during the depositor's lifetime; 

the depositor has the right to revoke the Totten trust 

at any time, and the other has no beneficial interest 

in the funds during that time. Accordingly, a Totten 

trust in the name of a natural person in trust for an 

entity that is not a natural person (for example, "Mary 

Jones in trust for St. Luke's Church") is personal, and 

exempt from reserves, so long as the depositor has the 

right to revoke the designation. An institution is responsible 

for determining that accounts in such names are in fact 

Totten trusts rather than real trusts. If the institution 

is satisfied that there is no real trust involved in 

operating such an account, it may treat the account as 

a Totten trust.

A financial administrator for a court holds funds in 

time deposit accounts on behalf of the court pending 

the outcome of litigation. In the case of funds awaiting 

disposition due to litigation, how may a determination 

of ownership be made?

In the case of funds awaiting disposition due to litigation,

the institution will need to determine from whom the

funds were obtained. That person is treated as having

the beneficial interest until final disposition is determined.

If that person is a natural person, then the account

may be treated as personal.

How should escrow accounts be classified on the reports?

If there is an agreement between the depositor and the 

institution requiring the funds to be placed in a specific 

type of account (demand, savings, or time), the escrow 

funds must be reported as that type of account. If there 

is no such agreement, the institution, acting as agent 

for itself, may place those funds in the type of account 

the institution deems appropriate.



How is the determination to be made as to whether escrow 

funds held in a time or savings account, established 

in connection with a loan extended by the same institution, 

are personal or nonpersonal deposits?

Such escrow accounts are to be identified as either personal 

or nonpersonal based on the identity of the party who 

has the beneficial interest in the account, as determined 

by State law. If the beneficial interest is held entirely 

by natural persons, the account may be classified as 

personal.

How are other escrow accounts determined to be personal 

or nonpersonal?

Other escrow accounts, such as landlord security deposits 

and earnest money deposits, are identified as personal 

or nonpersonal deposits on the basis of whether, under 

State law, the entire beneficial interest in the funds 

is held by a natural person.

Which type of transactions involving mortgage pass-through 

securities and mortgage loan participations are reservable 

under Regulation D?

If the originating depository institution is obligated 

to incur more than the first ten per cent of loss associated 

with a pool of conventional non-Federally insured mortgages, 

then any funds raised through issuance and sale of such 

securities to nonexempt entities are subject to reserve 
requirements. This, however, does not apply to normal 

mortgage loan participation transactions where the buyer 

and seller of a participation in a mortgage loan or pool 

of mortgages share all risk of loss on a pro rata basis.

In such instances any funds raised through the sale of 

such participations ar enot subject to reserve requirements.

Bankers' Acceptances

Does the sale of an eligible acceptance under a repurchase 

agreement create a reservable liability?

Yes. Only as government and agency securities may be 

sold under repurchase agreement to entities other than 

depository institutions free of reserves.



Federal Funds

A depository institution purchases Federal funds through 

a broker (not a depository institution) that is acting 

as agent for a depository institution. Are the Federal 

funds reserve-free?

Yes. Under section 204.2(a)(1)(vii)(A)(1), Federal funds 

purchased from a depository institution are not considered 

to be a deposit. If the broker acts solely as agent, 

the funds in the example are considered to have been 

purchased from the depository institution.

Are borrowings from corporate central credit unions exempt 

from reserve requirements?

Yes. All credit unions, including corporate centrals, 

are "exempt" entities regardless of whether or not they 

are required to hold reserves with the Federal Reserve.

Thus, borrowings by depository institutions from corporate 

central credit unions are not subject to reserve requirements.

Calculations and Reporting

Does Item 2, "U. S. Government Demand Deposits," apply 

only to those institutions that have been designated 

as Treasury tax and loan depositories?

No. Regardless of whether or not an institution has 

been designated as a depository, any institution that 

has deposit accounts subject to withdrawal on demand 

that are due to, or subject to control or regulation 

by, the U. S. Government must report such balances in 

Item 2. For example, any institution that withholds 

Federal income taxes, social security taxes, or other 

Federal tax payments from the salaries of its employees 

must report the unremitted balance of such deposits in 

Item 2. However, TT&L note balances are not to be reported 

as deposits in this item or elsewhere on the report.
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2. Q. How are time deposit ratios for old reserve requirements

to be calculated for member banks (and former member 

banks) that are involved in mergers subsequent to August 6,

1980.

A. The time deposit ratios for a combination of member banks 

(or former member banks) will be calculated as a weighted 

average of the individual ratios. The weights are to 

be based on the daily average amount of time deposits 

for each of the institutions involved over the two-week 

period July 24-August 6, 1980 (or the first two-week 

reporting period for any former member bank that was 

not reporting during the July 24-August 6 period).

For example, suppose that two member banks that had total 

time deposits of $15 million and $35 million and ratios 

of .0325 and .0340, respectively, merge subsequent to 

August 6, 1980. The required reserve ratio on time deposits 

for the merged bank would be (0.0325 x (15/50)) -l- (0.0340 

x (35/50)) = 0.03355.

3. Q. What is the definition of total deposits to be used to

determine whether quarterly reporters have exceeded $5 

million?

A. Gross deposits, the sum of items 7, 12, and 15 on the

FR 2900, will be used to determine the continuing eligibility 

of quarterly reporters.

4. Q. For de novo institutions, how will the amount of total

deposits be determined for purposes of quarterly reporting?

A. All de novo nonmember institutions organized after December 31,

1979, will be considered to be under $5 million in total 

deposits and therefore eligible for quarterly reporting.

All such institutions will be required to report in January 1981,

along with all quarterly reporters. In order that those

de novo nonmember institutions whose total deposits are

less than $1 million would not have to complete the entire

deposits report for a week, we will try to work out an

alternate reporting scheme for those institutions. Those

de novo nonmember institutions that have less than $1

million in daily average gross deposits at that time

will have reporting and reserve requirements deferred

until May 1981. Other de novo nonmember institutions

will continue to report quarterly until such time as

daily average gross deposits exceed $5 million for two

consecutive quarterly reporting periods, at which time

they would become weekly reporters.



De novo member banks organized after December 31, 1979,

and before September 1, 1980, should already be reporting

weekly on the Report of Deposits and will continue reporting

weekly until January 1981. De novo member banks organized

between September 1, 1980, and October 30, 1980, will

begin reporting weekly as of October 30, 1980, and continue

reporting weekly until January 1981. De novo member

banks organized after October 30, 1980, will begin reporting

weekly as of the date of organization and will continue

reporting weekly until January 1981. Those de novo member

banks that have daily average gross deposits of less

than $5 million as of the first reporting period in January 1980,

may begin reporting quarterly at that time; those that

have daily average gross deposits of $5 million or more

must continue to report weekly.

How should transaction accounts that meet the criteria 

for more than one type of account be reported on the 

FR 2900?

All demand deposit accounts should be classified as demand 

deposits (Items 1, 2, or 3) even if preauthorized or 

telephone transfers or third party payments through the 

use of debit cards, A1NS, or RSUs are allowed. Similarly, 

all NOW accounts or share draft accounts should be classified 

as NOW/share draft accounts (Item 6), even if preauthorized 

or telephone transfers or third-party payments through 

the use of debit cards, ATMs, or RSUs are allowed. Savings 

or time deposit accounts that meet the criteria for ATS 

accounts should be classified as ATS accounts (Item 4), 

even if telephone or preauthorized transfers or third- 

party payments through the use of debit cards, ATMs, 

or RSUs are allowed. Savings or time deposit accounts 

other than NOW, share draft, and ATS accounts that permit 

more than three telephone or preauthorized transfers 

per month or that permit third-party payments through 

the use of debit cards, AIMS, or RSUs should be reported 

as telephone or preauthorized transfer accounts (Item 5).

Are time deposits with a current balance of $100,000 

or more reported on line 16 of FR 2900, or does it include 

only time deposits with an initial deposit of at least 

$100,000?

All time deposits with balances of $100,000 or more at 

the time of reporting must be reported on line 16 of 

FR 2900.
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7. Q. If a corporation presents a credit union with a check

drawn on another depository institution for the purpose 

of depositing in the credit union the corporation employee's 

withheld savings from a payroll but does not provide 

the credit union with a listing showing the distribution 

of such withheld savings, how should the creidt union 

report this transaction on the FR 2900?

A. The credit union should report the liability for the 

deposited payroll savings in Item 3 (Other Demand) of 

the FR 2900 but this amount may be offset by the deduction 

for cash items in process of collection during the time 

required for the check to clear.

After the check clears, if the distribution listing is 

still not provided to the credit union or if the credit 

union does not distribute the lump sum deposit among 

the appropriate members, the credit union is not entitled 

to the cash items in process of collection deduction 

from those funds. The payroll deposit remains in Other 

Demand and reserves must be held against the deposit 

until the funds are distributed to the proper members' 

accounts.

Eligible Reserve Assets

Vault Cash

Q.

A.

May coin sent by an institution to a coin-wrapping servicer 

and kept there for several days be treated as vault cash?

Yes, so long as the institution continues to book the 

coin as an asset and has the right to obtain possession 

of the coin immediately to satisfy depositors' claims.

May a depository institution sell its excess vault cash 

to another institution for use in satisfying reserve 

requirements by means of an overnight trust receipt?

The selling institution will continue to hold the currency 

and coin in its vault.

A. No. Such transactions are regarded as a device to avoid 

reserve requirements and such temporary "sales" are not 

regarded as effective for reserve maintenance purposes.

Q. Are redeemed savings bonds counted as vault cash?

A. No. Vault cash consists of United States currency and

coin (except for coin and currency whose numismatic 

value exceeds face value, such as gold and silver coin) 

owned and held by the depository institution. However, 

redeemed savings bonds give rise to a "cash item in process 
of collection" deduction while in the collection process 
if shipped for collection on the next business day.

1

2

3
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Pass-Throughs

Q. If a correspondent is assessed a penalty for a deficiency 

in reserves maintained that arose because a respondent 

depository institution was deficient, may the correspondent 

pass the penalty on to the respondent?

A. Yes. The Reserve Bank will impose the penalty on the

correspondent and the correspondent is not prohibited

by Federal Reserve rules from passing it on to the respondent, 

but is not required to.

Q. Regulation D states that an institution may have only 

one pass-through correspondent. Does this rule apply 

to a foreign bank with offices in more than one State?

A. No. If a foreign bank has United States offices that

are required to keep reserves at more than one Reserve 

Bank, each reporting unit is treated separately and may 

have a different pass-through correspondent.

Q. May a former member bank that is required to maintain

full reserves pass the reserves through a correspondent?

A. Yes. Such a bank may maintain its reserve account directly 

with the Reserve Bank or it may pass its reserves through 

a correspondent.

1

2

3

Balances Due to/Due From Depository Institutions

1. Q. What is the proper treatment of excess reserves of a

depository institution that maintains reserves on a pass

through basis?

A. As noted in the detailed reporting instructions, all

reserve balances passed through to the Federal Reserve 

by a correspondent on behalf of a respondent must be 

excluded from Item 8, "Demand Balances Due frcm Depository 

Institutions," of the respondent's FR 2900, even if a 

portion of the amount passed through on behalf of the 

respondent was in excess of the respondent's required 

reserves. On the other hand, a respondent may include 

as a "due from" any demand balances that it has at a 

correspondent that were not passed through by a correspondent 

to the Federal Reserve.



Are demand balances held by a depository institution 

with the Federal Hone Loan Banks or with the NCUA Central 

Liquidity Facility to be reported in Item 8, "demand 

balances due from depository institution," on the FR 2900?

No. Such balances are not eligible for the "due from" 

deduction since neither the Federal Home Loan Banks nor 

the NCUA Central Liquidity Facility will hold required 

reserves on such balances.

Are "checking-type" accounts that a credit union maintains 

at a corporate central to be included as a deduction 

under Item 8, "demand balances due from depository institu

tions," on the FR 2900?

Only those accounts in the form of demand deposits (i.e., 

payable on demand or with less than 14 days notice) that 

are due from a corporate central are to be included as 

a deduction under Item 8. If the corporate central reserves 

the right to require at least 14 days written notice 

before an intended withdrawal, regardless of whether 

or not the corporate central actually exercises this 

right and regardless of how the credit union uses the 

account, such accounts do not meet the definition of 

demand deposits and, therefore, may not be included in 

Item 8.

An overdraft in an Edge Corporation's demand deposit 

account at its parent bank is raised to zero for computing 

reserves and the amount is considered a loan from the 

parent to the Edge. Is the amount of the loan exempt 
frcm reserves?

The loan is not reservable to the parent bank. The Edge 

Corporation is permitted to treat the loan as a borrowing 

from another depository institution (at page 21 of the 

instructions), and therefore it is not reservable.

Are excess reserves maintained with a pass-through correspondent 

in a deposit subject to immediate withdrawal a reservable 
liability of the correspondent?

If the entire amount on deposit with the correspondent 

is passed through to a Federal Reserve office, then none 

of it is to be treated as a balance due to banks. Any 

amount not actually passed through to a Federal Reserve 

office must be treated as a balance due to banks, and 

accordingly is reservable.



Is a balance due from another depository institution 

subject to immediate availability which the State banking 

authorities count in satisfaction of an institution's 

State reserve .requirements deductible as a balance due 

from other banks?

Yes. All balances at other depository institutions subject 

to immediate availability are deductible from gross trans

action accounts in arriving at required reserves.

Eurocurrency Liabilities

How are balances due to foreign offices of a reporting 

institution and to foreign offices of other depository 

institutions treated?

Borrowings from such offices are treated as nonpersonal 

time deposits and are reported on the Eurocurrency report 

form. Balances due to, and borrowings from, an institution's 

own foreign branches, whether or not subject to immediate 

withdrawal, are reported as Eurocurrency liabilities and 

are reservable net of balances due from those offices.

Demand balances and borrowings due to foreign offices 

of affiliated banks are treated as balances and borrowings 

due to other banks.

If a foreign bank parent places funds with its United 

States branch in a capital account, is that account exempt 

from Eurocurrency reserves?

No. That must be treated as a balance due to parent.

The capital equivalency deduction takes the place of capital 

for reserve requirement purposes.

There are two de minimis exceptions to the Eurocurrency 

reserve requirement on loans to United States residents,

i.e., the $1 million per branch exception and the $100,000 

per borrower exception. How do these exceptions interrelate?

Example One: If Mr. Jones, a U. S. resident, has a $50,000

loan at a bank's Nassau branch and a $90,000 loan at the 

bank's London branch and both branches have more than 

$1 million in loans outstanding to U. S. residents, then 

the resident exception does not apply since aggregate 

loans to Mr. Jones exceeds $100,000.
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Example Two; In Example One, if the London branch had 

less than $1 million in loans to 0. S. residents and the 

Nassau branch had more than $1 million, only the Nassau 

branch loans would be subject to reserve requirements. 

Reservable loans to Mr. Jones would be $50,000 since aggregate 

credit extended to him by the bank's foreign branches 

exceeds $100,000. The London branch loan to Mr. Jones 

is not reservable, however, because total loans to 0. S. 

residents at that branch do not exceed $1 million.

Example Three: If a bank's Nassau branch has twelve loans

of $90,000 each to twelve different U. S. residents and 

no other foreign branch has any loans to any of the twelve 

U. S. residents, then the Nassau branch would have no 

reportable loans. The branch's total loans are more than 

$1 million, but its loan to any one U. S. resident is 

less than $100,000.

Example Four: In Example Three, if one of those U. S.

residents had an additional loan at the London branch 

of $20,000, the Nassau branch must report $90,000 in loans. 

This is true regardless of whether London has more or 

less than $1 million in loans. If London has more than 

$1 million, it must report the $20,000 loan to the resident 

because in the aggregate the bank's loan to that resident 

totals more than $100,000.




