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B O A R D  O F  G O V E R N O R S  O F  T H E  F E D E R A L  R E S E R V E  SY S T E M

RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS

A M E N D M E N T S  TO R E G U L A T IO N  D  +

As amended effective June 17, 1981 ’r) < t ‘ \ .  /

E ffec t ive  N ov em b er  13. 1980. sections 204 .2 .  
204.3 . and 204.4  are amended as follows:

1. In section 204 .2 .  paragraph (h)(1) is revised to 
read as follows:

S E C T IO N  2 0 4  2 — D E F IN IT IO N S

Sk SfC 5?C

(h) “ E urocurrency liabilit ies"  means the sum 
o f  the following:

(1) Transactions with re la ted  offices outside  
the United Stales.

( j ) *  *  *

( A )  * * *

(B) assets ( including participations) held 
by its non-U nited  States offices or by non-L'nited 
S tates off iccs o f  an affiliated Edge or Agreement 
C o rp o ra t io n  that were acqu ired  after  O c tob e r  6. 
1979. from its United States offices.

(ii) * * *
( A )  * * *

(B) assets (including participations) held 
by its foreign bank ( including off iccs the reo f  lo
cated outside the United Stales). by its parent hold
ing company, or by non-United States offices of an 
affiliated Edge or Agreement Corporation that were 
acquired  af ter  O c tob e r  6. 1979. from the United 
States branch or agency (other than assets required 
to be sold by Federal or State supervisory authori
ties).

* * * * *

2. In sec t ion  204.3 , p a rag rap h  (d) is rev ised  to 
read as follows:

S E C T I O N  2 0 4 .3 — C O M P U T A T I O N  A N D  

M A I N T E N A N C E  

* * * * *

(d) Special rule for depository institutions that 
have total deposits o f  less than $15 million.

( 1 ) A  depository institution with total deposits 

o f  less than $15 mill ion  shall file a report o f  de 
posits once each calendar quarter for a seven-day 

computation period that begins on the third Thurs
day o f  a given month during the calendar quarter. 
Each Reserve Bank shall divide the depository in
stitutions in its District that qualify under this para
graph into three substantially equal groups and as 
sign each group a different month to report during 
each calendar quarter.

 ̂*) J * * *

(3) A depository institution that has less than 
$15 mill ion  in to tal deposi ts  as o f  D ecem ber 31. 

1979. shall quality under this paragraph until it re
ports total deposits o f  SI5 million or more for two 

consecutive calendar quarters.

3. In sec t io n  2 0 4 .4 .  pa rag ra p h  (g) i'. revised  to 
read as follows:

S E C T IO N  2 0 4 .4 — T R A N S IT IO N A L  

A D J U S T M E N T S  

* * * * *

(g) M ergers and consolidations. The following 
rules conccrning transitional adjustments apply to 
m ergers  and conso l ida t ions  o f  depository insti tu 

tions.

( I )  Where all depository institutions involved 
in a merger or consolidation are subject to the same 
paragraph o f  the transitional adjustment rules con 
tained in paragraphs (a) through (f) o f  this section 
during the reserve computation period immediately 
preceding the merger, the surviving institution shall 
continue to com pute  its transitional adjustment of 
required reserves under such applicable paragraph.

+ F o r  th is  R eg u la t io n  to be c o m p le t e  retain:

1) Printed Regulation pamphlet dated November 13. I9K0
2) S u p p le m e n t  sl ip  shee t d a te d  A u g u s t  1980.

3) T h i s  sl ip  shee t.  (D e s t ro y  sl ip  shee t  da te d  Apri l 1981.)

J U N E  1981



except tha t the am ount o f  reserves which shall be 
m a in ta ined  shall be reduced  by an am oun t d e te r 
mined by multiplying the amount by which the re 
quired reserves during the com putation period im 
m e d ia t e ly  p re c e d in g  th e  d a te  o f  the  m e rg e r  
( c o m p u te d  as i f  the  d e p o s i to r y  in s t i tu t io n s  had  
merged) exceeds the sum of  the actual required re 
se rv e s  o f  each  d e p o s i to ry  in s t i tu t io n  d u r in g  the 
sam e  co m p u ta t io n  p e r io d ,  t im es  the app rop r ia te  

percentage as specified in the following schedule:

M aintenance periods occurring 
during quarterly periods 

fo llow ing merger

1
2
3
4

5
6
7

8 and succeeding

Percentage applied to 
difference to compute 

amount to be subtracted

87.5

75.0
62.5
50.0

37.5
25.0
12.5 

0

(2) (i) W h ere  the d e po s i to ry  insti tu t ions in 
volved in a merger or consolidation are not subject 
to the same paragraph o f  the transitional adjustment 
rules contained in paragraphs (a) through (f) of this 
section and such merger or consolidation occurs

(A) on or after July 1, 1979, be tween a 
n o n m e m b e r  bank and a bank that was a m em ber 
bank on or after July 1. 1979, and the survivor is a 
nonm em ber bank;

(B) on or after March 31, 1980, between 
a m e m b e r  bank  and  a n o n m e m b e r  bank  and the 
survivor is a member bank; or

(C) on o r  af ter  S ep te m b er  1, 1980, b e 
tween any other depository institutions

the  requ ired  reserves  o f  the surv iv ing  ins ti tu tion  
shall be computed by allocating its deposits. Euro
currency  liabil it ies ,  o ther  reservab le  cla im s, b a l 
an ces  due  from  o th e r  deposi to ry  insti tu t ions and 
cash items in process o f  collection to each deposi
tory institution involved in the merger transaction 

and applying to  such am ounts the transitional ad 
jus tm en t  rule o f  paragraphs (a) through (f) o f  this 
section  to  w hich  each such deposi to ry  institution 
was subject during the reserve computation period 
immediate ly prior to the merger or consolidation.

(ii) The deposits o f  the surviving institution 
shall be allocated according to the ratio that daily 
average total required  reserves o f  each depository 
insti tution involved in the merger were to the sum

o f  daily average total required reserves o f  all insti
tutions involved in the merger or consolidation dur
ing the  re se rv e  co m p u ta t io n  per iod  im m ed ia te ly  
preceding the date o f  the merger.

(A ) If  the  m e rg e r  o ccu rs  befo re  N o 
v em ber  6, 1980, such ratio  o f  daily  average total 
requ ired  reserves shall be com puted  using the re 
serve requirement ratios in section 204.8(b).

(B ) I f  the  m e rg e r  oc cu rs  on o r  a f te r  
N ovember 6, 1980, such ratio o f  daily average total 
requ ired  reserves shall be com puted  using the re 
serve requirement ratios in section 204.8(a) without 

regard  to  the transitional ad justm ents  o f  this sec 
tion.

(iii) The low reserve tranche on transaction 
accou n ts  (sec tion  2 0 4 .8 (a ) )  shall be allocated  to 
each institution involved in the merger or consoli
da t ion  us ing  the ra t io  co m p u ted  in subparagraph
(2)(ii) and the reserve requirement tranches on de 
mand deposits (section 204.8(b)) shall be allocated 
to m em ber bank deposits using such ratio of daily 

average total required reserves.
(iv) The vault cash of the surviving deposi

tory institution also will be allocated to each institu
tion involved in the merger or consolidation accord
ing to  the  ra t io  tha t  d a i ly  a v e rag e  vault cash  o f  
each depository  insti tution involved in the merger 
was to  the sum o f  daily  average vault cash o f  all 
institutions involved in the merger or consolidation 
during the reserve computation period immediately 

preceding the date o f  the merger.
(v) The am ount o f  reserves which shall be 

m ain ta ined  shall be reduced  by an am ount de te r 

mined by multiplying the amount by which the re
quired reserves during the computation period im

m e d ia te ly  p re c e d in g  th e  d a te  o f  the m e rg e r  
( c o m p u te d  as i f  the  d e p o s i to r y  in s t i tu t io n s  had 
merged) exceeds the sum of  the actual required re
se rv es  o f  e ach  d e p o s i to ry  in s t i tu t io n  d u r ing  the 
sam e c o m p u ta t io n  p e r io d ,  t im es  the appropr ia te  
percentage as specified in the following schedule:

Maintenance periods occurring 
during quarterly periods 

fo llow ing merger

2
3
4
5
6
7
8 and succeeding

Percentage applied to 
difference to compute 

amount to be subtracted

87.5
75.0
62.5

50.0
37.5
25.0
12.5 

0



1. In sec t ion  204.2(eM 6), the second  sentence is 
amended to read as set forth below:

SECTION 2 0 4 .2 — DEFINITIONS  

* * * * *

(e) “ Transaction account”  * * *

*  *  *  *  5-:

(6) * * * An accoun t that perm its  o r  au th o 
rizes more than three such withdrawals in a calen
dar month, or statement cycle (or similar period) of 
at leas t  fo u r  w e e k s ,  is a ‘ ‘t ran sac t ion  a c c o u n t”  
w hether  or not more than three such withdrawals 
actually are made during such period. * * *

* * * * *

2. In sec t io n  2 0 4 . 2 ( b ) ( I ) (v ii ) .  by in se r t ing  the 
word “ w h ic h "  after the words “ withdrawal period 
has expired a n d "  and before the words “ have not 
been renew ed .”

3. In section 204.3(a). the third sentence is revised 
by deleting “ $5 m ill ion"  and inserting in its place 
“ $15 m ill ion ."

4. In section  2 04 .3 (a ) .  subparagraphs  ( l ) ( i i )  and
(2)(ii) are revised to read as follows:

SECTION 2 0 4 .3 — COM PUTA TIO N  A N D  

M A IN T E N A N C E

(a) M aintenance o f  required reserves. * * *
(1) U nited  S la te s  b ran ch es  a n d  a g en c ies  o f  

foreign banks.

(i) * * *

(ii) * * * If the low reserve tranche cannot 
be fully utilized by a single office or by a group of 
offices filing a single report of deposits, the unused 
portion o f  the tranche may be assigned to other of
fices o f  the same foreign bank until the amount of 
the tranche is exhausted. The foreign bank shall de
te rm ine  this ass ignm ent subject to the restriction 
that if a portion o f  the tranche is assigned to an of
fice in a particular State, any unused portion must 
first be assigned to other offices located within the 
sam e State and with in  the same Federal Reserve 
Distric t ,  that is. to o the r  o ff ices  inc luded on the 
same aggregated report o f  deposits. If necessary in 
order to avoid under-utilization o f  the low reserve 
tranche, the allocation may be changed at the be 
ginning o f  a calendar month. Under other c ircum

E f fe c t iv e  D e c e m b e r  I .  1980 s ec t io n s  2 0 4 .2 ,
204.3 .  204.4  and 204.6 are amended as follows:

stances, the low reserve tranche may be reallocated 
at the beginning o f  a calendar year.

(2) Edge a n d  A greem ent Corporations.
*  *  *

(ii) * * * If the low reserve tranche cannot 
be fully utilized by a single office or by a group of 
offices filing a single report o f  deposits, the unused 
portion o f  the tranche may be assigned to other of

fices of the same institution until the amount o f  the 
tranche is exhausted. An Edge or Agreement C or 
poration shall determine this assignment subject to 

the restriction that if a portion o f  the tranche is as
signed to an office in a particular State, any unused 
portion must first be assigned to o ther offices lo 
ca ted  w ith in  the sam e State and with in  the same 
Federal Reserve District, that is, to other offices in
cluded on the same aggregated report o f  deposits. 
If necessary  in o rder  to avoid under-utilization of 
the  low  re s e rv e  t r a n c h e ,  the a l lo c a t io n  m ay  be 
changed at the beginning o f  a calendar month. Un
d e r  o th e r  c i rcu m s tan ces ,  the low reserve tranche 
may be reallocated at the beginning o f  a calendar 
year.

* * * * *

5. In sections 204.4(b)( I )(ii) and (2)(ii). by delet
ing the word “ excee d s”  and inserting in its place 
“ e xceed ."

6. In sec t ion  204 .4 (b ) (2 ) .  by deleting  the p aren 
theses that appear around the phrase “ than its re 
quired reserves computed using the reserve ratios in 
effect on August 31. 1980.”

7. In s e c t io n  2 0 4 .4 ( g ) ( 2 ) ( i v ) .  by d e le t in g  the 

phrase  “ dai ly  average  vault c a s h "  and inserting 
“ da i ly  a v e rag e  to tal req u ired  r e s e rv e s ”  in both 
places that it appears.

8. In sec t io n  2 0 4 .6 (b ) (1 ) .  by de le t ing  the word 
“ o n ”  which appears after the word “ im posed" and 
before the word “ fo r ."

Effective D ecem ber 11, 1980, section 204 .2  is 

amended to read as follows:

In section 204.2 , paragraph (h) is revised to read as 
follows:

S E C T IO N  2 0 4 .2 — D E F IN IT IO N S  

* * * * *

(h) “ Eurocurrency liabilities”  means:
( I ) For a depository institution or an Edge or



Agreement Corporation organized under the laws of 

the United States, the sum, if positive, o f  the fol
lowing:

(i) net balances due to its non-United States 
offices from its United States offices.

(ii) assets (including participations) held by 
its n o n -U n i te d  S ta te s  o f f ic e s  o r  by n o n -U n i te d  
States off ices o f  an affiliated Edge or A greement 
C o rp o ra t io n  tha t w ere  acqu ired  af ter  O c tob e r  6. 
1979. from its United States offices, and

(iii) credit outs tanding from its non-United 
States offices to United States residents (other than 
a ss e ts  a c q u i re d  and  net b a la n c e s  due  from  its 
United States offices), except credit extended (i) in 
the ag g reg a te  am oun t  o f  S I 0 0 .0 0 0  o r  less to any 
United States resident, (ii) by a non-United States 
office that at no time during the computation period 
had credit outstanding to United States residents ex
ceed ing  SI m ill ion ,  o r  (iii) to an ins ti tu tion  that 
will be maintaining reserves on such credit pursuant 
to this  Part . Credit ex tended  to a foreign branch, 
o ff ice ,  subsidiary, affil iate or other foreign estab 
lishment ( “ foreign affiliate” ) controlled by one or 

m o re  d o m e s t i c  c o rp o r a t io n s  is not reg a rd ed  as 
c red i t  ex tended  to a United  S tates resident if the 
proceeds will be used in its foreign business or that 
o f  other foreign affiliates o f  the controlling domes

tic corporation(s).
(2) For a United States branch or agency o f  a 

foreign bank, the sum. if positive, o f  the following:
(i) net balances due to its foreign bank (in

cluding offices the reof  located outside the United 
S ta tes) a f ter  deduc t ing  an am oun t equal to 8 per 
cent o f  the following: the United States branch's or 
agency 's  total assets less the sum of  United States 
currency and coin, cash items in process of collec
tion. unposted debits, balances due from depository 
institutions organized under the laws o f  the United 
States, balances due from other foreign banks, bal
ances due from foreign central banks, and net bal
ances  due from  its fo re ign  bank and the foreign 
bank 's  United States and non-United States offices, 
and

(ii) assets (including participations) held by 
its foreign bank (including offices thereof located 
ou ts id e  the United  S ta tes) ,  by its paren t holding 
com pany, or by non-United States offices of an af
filiated Edge or A greem ent C orpora tion  that were 
acqu ired  after  O c tob e r  6. 1979. from the United 
States branch or agency (other than assets required 
to be sold by Federal or State supervisory authori
ties).

Effective January 15. 1981, section 204.3 (d) is 
am ended  by revis ing  subparagraph  (2) to read as 

follows:

S E C T IO N  2 0 4 .3 — C O M P U T A T IO N  A N D  
M A IN T E N A N C E  

*  *  *  *  *

(d) Special rule for depository institutions that
have total deposits o f  less than $15 million.

* * * * *

(2)  R eq u ired  re se rv e s  are  c o m p u ted  on the 
basis  o f  the deposi tory  in s ti tu t ion ’s daily average 
deposit balances during the seven-day computation 
period . In d e te rm in ing  the reserve balance that a 
depository institution is required to maintain with 
the Federal R eserve ,  the average daily vault cash 
held  d u r in g  the  c o m p u ta t io n  per iod  is dedu c ted  
from  the am ou n t  o f  the in s t i tu t io n 's  requ ired  re 
serves. The reserve balance that is required to be 
maintained with the Federal Reserve shall be main
tained during a corresponding period that begins on 
the  fo u r th  T h u r s d a y  fo l lo w in g  the end  o f  the 
in s t i tu t io n 's  co m p u ta t io n  period  and ends on the 
third W ednesday after the close of the insti tution's 
next computation period. Such reserve balance shall 
be maintained in the amount required on a daily av

e rage basis during each week o f  the quarterly re 
serve maintenance period.

* * * * *

E f fe c t iv e  A pril  3 0 .  1981. sec t ion  2 0 4 .2 ( f )  is 
amended by revising subparagraph (2) to read as fol

lows:

S E C T I O N  2 0 4 . 2 — D E F I N IT IO N S

* * * * *

* * *

(2) “ N onpersonal time deposi t”  does not in
clude nontransferable time deposits to the credit of 
or in which the entire beneficial interest is held by 
an individual pursuant to an Individual Retirement 
Account or Keogh (H.R. 10) Plan under 26 U .S.C. 
(I .R.C. 1954) §§ 408. 401. or nontransferable time 
deposits held by an employer as part o f  an unfunded 
deferred compensation plan established pursuant to 
subtitle D o f  the Revenue Act of 1978 (Pub. L. No. 
95-600, 92 Stat. 2763).



S E C T IO N  2 0 4 .2 — D E F IN IT IO N S

For purposes o f  this Part, the following definitions 
apply unless otherwise specified:

* * * * *

(t) " A n y  deposit that is payable only at an office 

located outside the United S ta tes"  means (1) a de 
posit o f  a United States resident1 that is in a denom i
nation of S100.000 or more, and as to which the de
p osi to r  is en t i t le d ,  u nd er  the ag reem en t  with the 
ins t i tu t ion ,  to dem a n d  pay m e n t  only  o u ts ide  the 
United States or (2) a deposit o f  a person who is not 
a United States resident1 as to which the depositor is 
entitled, under the agreement with the institution to 
demand payment only outside the United States.

Effective December 3. 1981. section 204.2. para
graph (h) is revised to read as follows:

S E C T IO N  2 0 4 .2 — D E F IN IT IO N S  

* * * * *

(h) “ Eurocurrency liabilities”  means:
(1) For a depository institution o r  an Edge or 

Agreement Corporation organized under the laws of 
the United States, the sum. if positive, o f  the fol
lowing:

(i) net balances due to its non-United States 
o f f ic e s  and  its in te rn a t io n a l  b a n k in g  fa c i l i t i e s  
( " I B F s " )  from its United States offices;

(i i)  (A) for  a dep os i to ry  ins ti tu t ion  o rg a 
nized under the laws o f  the United States, assets (in
c lu d in g  p a r t ic ip a t io n s )  a cq u i red  fro m  its United  
States offices and held by its non-United States o f 
fices, by its IBF. or by non-United States offices of 

an affiliated Edge or Agreement Corporation;' or

E f f e c t iv e  M a y  14. 1981 ,  s ec t ion  2 0 4 .2  is
amended by adding a new paragraph (t) as follows:

I A deposit o f  a foreign b ranch, o ffice , su b s id ia ry  affilia te  or 
other foreign establishment ("foreign  affilia te '‘ j controlled b> one or 
more domestic corporations is not regarded as a deposit o f  a United 
States resident if the funds serve a purpose in connection with its for
eign or international business or that o f  other foreign affiliates o f  the 
controlling domestic corporalion(s)

' This subparagraph does not apply to assets ( I )  that were acquired 
before October 7. 1979. o r (2) that were acquired by an IBF from its 
establishing entity before the end  o f  the fourth reserve computation 
period after its establishment

(B) for an Edge o r  A greem ent C o rpo ra 
tion. assets (including participations) acquired from 

its United States offices and held by its non-United 
States offices, by its IBF, by non-United States of
fices o f  its U .S. or foreign parent institution, or by 
non-U nited  States offices o f  an affiliated Edge or 
Agreement Corporation;1 and

(iii) credit outs tanding from its non-United 
States offices to United States residents (other than 

assets acquired and net balances due from its United 
States offices), except credit extended (A) from its 
non-United States offices in the aggregate amount of 
$100,000 or less to any United States resident, (B) 
by a non-United States office that at no time during 
the co m pu ta t io n  period  had cred it  ou ts tand ing  to 
United States residents exceeding SI million. (C) to 
an international banking facility, o r  (D) to an institu
tion that will be maintaining reserves on such credit 
pursuan t to  this Part .  C red i t  ex tended  from n o n 
U n ite d  S ta te s  o f f ic e s  o r  f ro m  IBFs to a fo re ign  
branch, office, subsidiary, affiliate or other foreign 
establishment (" fore ign  affil iate” ) controlled by one 
o r  m ore dom estic  co rpora tions  is not regarded as 

credit extended to a United States resident if the pro
ceeds will be used to finance the operations outside 
the United States o f  the borrower or o f  other foreign 
affiliates o f  the controlling domestic corporation(s).

(2) For a United States branch or agency o f  a 
foreign bank, the sum, if positive, o f  the following:

(i) net balances due to its foreign bank (in
cluding offices th e reo f  located outside the United 
States) and its international banking facility after de 
ducting an amount equal to 8 per cent o f  the follow
ing: the United States b ranch 's  or agency 's  total as
sets less the sum o f  (A) cash items in process  of 
collection: (B) unposted debits: (C) demand balances 
due from depository institutions organized under the 
laws o f  the United  States and from o ther foreign 
banks: (D) balances due from foreign central banks; 
and (E) positive net balances due from its IBF. its 
foreign bank, and the foreign bank 's  United States 

and non-United States offices: and
(ii) assets (including participations) acquired 

from the United States branch or agency (other than 
assets required to be sold by Federal or State super
visory authorities) and held by its foreign bank (in

c luding offices the reo f  located outside the United 
S ta te s ) ,  by its paren t ho ld in g  c o m p a n y ,  by n o n 
United States offices or an IBF o f  an affiliated Edge 
or Agreement Corporation, or by its IBFs.'



2. In 'Section 204 .2(t),  footnote 1 is redesignated 
as footnote 2.

3. Section 204.8 is redesignated section 204.9.

4. By adding a new section 204.8 , as follows:

SECTION 2 0 4 .8 — IN TE R N A TIO N A L  
B A N K IN G  FACILITIES

(a) Definitions. For purposes o f  this Part, the fol
lowing definitions apply:

(1) "International banking fa c i l i ty” or “IB F ” 

means a set o f  asset and liability accounts segregated 
on the books and records o f  a depository institution, 
United States branch o r  agency o f  a foreign bank, or 
an Edge o r  A g reem en t  C orpo ra t io n  that inc ludes 
only international banking facility time deposits and 
international banking facility extensions o f  credit.

(2) “ In te rn a t io n a l  bank ing  fa c i l i t y  tim e d e 
p o s i t ’ ’ o r  “ IB F  tim e  d e p o s i t ' ' m eans  a d epo s i t ,  
p lacem ent ,  borrow ing  or similar obligation repre 
sented by a promissory note, acknowledgment of ad 
vance, or similar instrument that is not issued in ne
gotiable or bearer form, and

(i) (A) that must rem ain  on deposit at the 
IBF at least overnight: and

(B) that is issued to
(1) any  o f f ic e  lo c a ted  o u ts id e  the 

United States o f  another depository institution orga

nized under the laws o f  the United States or o f  an 
Edge or Agreement Corporation:

(2) any  o f f ic e  lo c a te d  o u ts id e  the 
United States of a foreign bank:

(3) a U n i te d  S ta te s  o ff ic e  o r  a n o n 
United States off ice  o f  the entity establish ing the 
IBF:

(4) another IBF: or
(5) an insti tution whose time deposits 

are exempt from interest rate limitations under sec
tion 217.3(g) o f  Regulation Q (12 CFR 217.3(g)): or

(ii) (A) that is payable
(1) on a specified date not less than two 

business days after the date o f  deposit;
(2) upon expiration o f  a specified per 

iod o f  time not less than two business days after the 
date o f  deposit: or

(3) upon written notice that actually is 
required to be given by the depositor not less than 
two business days prior to the date o f  withdrawal;

(B) that represents funds deposited to the 

credit o f  a non-U nited  States resident or a foreign 
branch, office, subsidiary, affiliate, or other foreign 
establishment ( “ foreign affil iate” ) controlled by one 
o r  more dom estic  corpora tions provided that such 
funds are used only to support the operations outside 

the United States of the depositor or o f  its affiliates 
located outside the United States: and

(C) that is maintained under an agreement 

o r  a r ra n g e m e n t  u n d e r  w h ich  no  d eposi t  or w i th 
drawal o f  less than $1 00 ,00 0  is perm itted, except 

that a withdrawal o f  less than $100,000 is permitted 

if such withdrawal closes an account.
(3) “International banking fac ility  extension o f  

credit’’ or “IBF loan ’’ means any transaction where 

an IBF supplies funds by making a loan, or placing 
funds in a deposit account. Such transactions may be 
re p re se n te d  by a p ro m is s o ry  n o te ,  se cu r i ty ,  a c 
k n o w le d g m e n t  o f  ad v a n c e ,  due  b i l l ,  re pu rchase  
agreement, o r  any other form of credit transaction. 

Such credit may be extended only to
(i) any o f f ic e  loc a ted  o u ts id e  the U nited  

States of another depository institution organized un

der the laws o f  the United States or o f  an Edge or 
Agreement Corporation:

(ii) any  o ff ice  located  o u ts ide  the United  
States o f  a foreign bank:

(iii) a United States or a non-United States 
office o f  the institution establishing the IBF:

(iv) another IBF;

(v) an institution whose time deposits are ex 
em pt from  in teres t rate l im i ta t ions  under  section  
217.3(g) o f  Regulation Q (12 C FR 217.3(g)): or

(vi) a non-United States resident or a foreign 
branch, office, subsidiary, affiliate or other foreign 
establishment ( “ foreign affiliate” ) controlled by one 
or m ore  dom es tic  c o rp o ra t ion s  prov ided  that the 
funds are used only to finance the operations outside 
the United States o f  the borrower or of its affiliates 

located outside the United States.

(b) A ck n o w le d g m en t  o f  use o f  IB F dep osits  
and ex te n s io n s  o f  c re d i t .  An IB F shall p rov ide  
written notice to each o f  its customers (other than 

those specified in § 204 .8(a)(2)( i)(B ) and §204.8  
(a)(3)(i) through (v)) at the time a deposit relation
ship or a credit relationship is first established that it 
is the policy o f  the Board of Governors of the Fed
eral Reserve System that deposits received by inter
national banking facilities may be used only to sup



port the depo s i to r 's  opera t ions outside the United 
States as specified in § 204.8(a)(2)(i i)(B) and that 

extensions o f  credit hy IBFs may be used only to fi
nance  o p e ra t io ns  ou ts ide  o f  the U nited  S ta tes  as 
specified in § 204.8(a)(3)(vi).  In the case o f  loans to 
or deposits from foreign affiliates o f  U .S. residents, 
receipt o f  such notice must be acknowledged in writ
ing whenever a deposit or credit relationship is first 
established with the IBF.

(c) Exem ption from reserve requirements. An
institution that is subject to the reserve requirements 

o f  th is  Part is not req u i red  to m a in ta in  rese rves  
against its IBF time deposits or IBF loans. Deposit- 
tak ing  ac t iv i ties  o f  IBFs are lim ited  to accep ting  
only IBF time deposits and lending activities o f  IBFs 

are restricted to making only IBF loans.

(d) Establishm ent of an international banking  
facility. A depository institution, an Edge or Agree
m e n t  C o rp o ra t io n  o r  a U n i te d  S ta te s  b ran ch  o r  
agency of a foreign bank may establish an IBF in 
any location where it is legally authorized to engage 
in IBF business. How-ever. only one IBF may be es
tablished for each reporting entity that is required to 
submit a Report o f  Transaction Accounts. Other De
posits and Vault Cash (Form FR 2900).

(e) N otif ica tion  to F ed era l R eserve .  At least 
fourteen days prior to the first reserve computation

period that an institution intends to establish an IBF 
it shall notify the Federal Reserve Bank o f  the dis
trict in which it is located o f  its intent. Such notifi
cation shall include a statement of intention by the 
institution that it will comply with the rules of this 
P art  c o n c e rn in g  IB F s ,  in c lu d in g  re s t r ic t io n s  on 
sources and uses o f  funds, and recordkeeping and 
accounting requirements. Failure to comply with the 
requirements o f  this Part shall subject the institution 
to reserve requirements under this Part and to inter
est payment limitations that may be applicable under 
Regulation Q (12 CFR Part 217) on its IBF time de 
posits, or result in the revocation o f  the institution’s 

ability to operate an IBF.

(f) R ecordkeeping requirem ents. A depository 
institution shall segregate on its books and records 
the asset and liability accounts of its IBF and submit 
reports concerning the operations o f  its IBF as re 

quired by the Board.

5. In sec t ions 2 0 4 .3 (a ) .  204.3(a)!  1 )(ii).  204 .3  
(a ) (2)( i i) .  2 0 4 .3 (c ) ,  2 0 4 .4 (b ) (1 ) .  204 .4(b)(  I )(ii). 
2 0 4 .4 (b ) (2 ) ,  2 0 4 .4 (b ) (2 ) ( i i ) .  2 0 4 .4 (d ) .  20 4 .4 (g )
(2 ) ( i i ) (A ) .  2 0 4 . 4 ( g ) ( 2 ) ( i i ) ( B ) .  and 2 0 4 .4 (g ) (2 )
(iii), references to sections “ 2 0 4 .8 .”  “ 2 04 .8 (a ) . ’’ 
or “ 2 0 4 .8 (b )"  are redesignated as references to sec
tions “ 2 0 4 .9 .”  " 2 0 4 .9 ( a ) , "  or “ 204 .9(b) .”  respec
tively.




