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RESERVES OF MEMBER BANKS 
Revision of Operating Circular No. 2

To All Member Banks in the
Second Federal Reserve District:

Effective September 12, 1968, several changes in the computation of 
reserve requirements by member banks became effective. Those changes were 
effected by an amendment to Regulation D of the Board of Governors of the 
Federal Reserve System, a copy of which was sent to you with our Circular 
No. 6157, dated April 29, 1968.

Enclosed is a copy of our Operating Circular No. 2, “ Reserves of Member 
Banks, ’ ’ Revised effective September 12, 1968. The operating circular has been 
revised to reflect those changes and to provide new requirements for filing 
reports with this Bank of deposits, currency and coin, and Federal funds trans
actions by member banks. In addition, the revised operating circular contains 
editorial changes and deletes, from paragraph 9 (formerly 10), provision for 
the treatment, by member banks in their weekly reports, of Armed Forces Leave 
Bonds, which they are no longer qualified to pay, as cash items in process of 
collection.

Additional copies of the enclosure will be furnished upon request.

A lfred H ayes,
President.
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F e d e r a l  R e s e r v e  B a n k

o f  N e w  Y o r k

[ Operating Circular No. 2 "I
Revised effective September 12, 1968 J

RESERVES OF M E M B E R  BANKS

To All Member Banks in the 
Second Federal Reserve District:

This circular contains information regarding the reserve require
ments of member banks, the method of determining required reserves, 
the making of certain reports relating to reserves, and penalties for 
deficiencies in reserves.

Statutory requirements
1. Section 19 of the Federal Reserve Act (hereinafter referred to 

as the “Act”) requires every member bank to maintain reserves 
against its deposits in ratios determined, within certain stated limits, 
by the Board of Governors of the Federal Reserve System; and author
izes the Board of Governors, by regulation, to define certain terms 
used in the Act, to permit member banks to count all or part of their 
currency and coin as required reserves, and to prescribe penalties for 
deficient reserves.

Regulation D
2. Pursuant to section 19 of the Act, the Board of Governors has 

issued its Regulation D, to which reference should be made for com
plete details on reserve requirements and for the penalties prescribed 
for deficiencies in reserves. A  Supplement to Regulation D sets forth 
the reserve requirements applicable at any given time and prescribes 
the amount of a member bank’s currency and coin that may be counted 
as reserves in determining compliance with such requirements.

Establishment and maintenance of reserve balances
3. Reserve balances may be established and maintained by credits 

for deposits of currency and coin, of checks and other cash items, and 
of noncash items, and for advances and discounts, transfers of funds, 
dividends paid on our capital stock, and other payments made to and 
received and accepted by us for the account of a member bank. For
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the timing of such credits, our circulars relating to the different types 
of transactions should be consulted. Subject to the imposition of 
penalties for deficiencies in reserves, member banks are authorized by 
section 19 of the Act to check against and withdraw reserve balances 
for the purpose of meeting existing liabilities.

Determination of required reserves
4. Reserve requirements are determined on the basis of average 

daily net deposit balances and average daily currency and coin cover
ing seven-day computation periods that end at the close of business on 
Wednesday of each week. The reserves of each member bank consist 
of the average daily balance with this Bank held by the member bank 
at the close of business of each day during the computation period 
for which the computation is made and the average daily currency and 
coin held by the member bank at the close of business each day during 
the second computation period prior to the computation period for 
which the computation is made. The required reserve balance of such 
bank is based upon the average daily net deposit balances held by the 
member bank at the close of business each day during the second com
putation period prior to the computation period for which the compu
tation is made.

Weekly reports by member banks of deposits, currency and coin, 
and Federal funds transactions
5. Each member bank in the Second Federal Reserve District is 

required to file with this Bank, on a form furnished by us, a weekly 
report of its daily net demand deposits, time deposits, currency and 
coin, and Federal funds transactions, computed as of the close of busi
ness of each day. The report form, “Report of Deposits, Vault Cash 
and Federal Funds Transactions,” when properly folded and sealed, 
will serve as a postage-prepaid envelope addressed to this Bank. The 
report should be mailed by the first business day after each Wednes
day, to the office of this Bank with which the member bank maintains 
its reserve account.

Forms RB 13B and RB 29

6. After receipt of the member bank’s weekly report form, this 
Bank will prepare and send to each member bank:

(a) Form RB 13B, “Report of Deposits Subject to Reserve Require
ments, and Currency and Coin,” showing the computations of that bank’s 
average required reserves and currency and coin for the period; and
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(b) Form RB 29, “Final Reserve Computation,” showing the com
putations of that bank’s average required reserves, currency and coin, 
reserves maintained with us, excess or deficient reserves for the period, 
and allowable carryover to the next reserve period.
Reconciliation of reports

7. If a member bank discovers any discrepancy it cannot resolve 
between its own records and the reports of this Bank on Form 
RB 13B or Form RB 29, the discrepancy should be reported promptly 
to the Accounting Division of this Bank’s Head Office or Branch at 
which that bank’s reserve account is maintained.

Form RB 24

8. Form RB 24 is a worksheet designed to assist member banks 
to determine their cumulative reserve positions daily. Form RB 24 
should not be filed with this Bank. Copies of the worksheet and the 
weekly reporting form, “Report of Deposits, Vault Cash and Federal 
Funds Transactions,” will be furnished upon request addressed to the 
Accounting Division of this Bank’s Head Office or Branch.

Treatment of paid United States Savings Bonds
9. In preparing the weekly “Report of Deposits, Vault Cash and 

Federal Funds Transactions,” a member bank qualified to make pay
ment of United States Savings Bonds should treat paid bonds as 
follows:

(a) If the bank follows a practice of forwarding paid bonds to this 
Bank on the day it makes payment or on the following business day, it 
should treat such bonds as cash items in process of collection during the 
period prior to receipt of settlement from us, and should include the 
amount of such bonds in Column 4 of the weekly report.

(b) If the bank follows a practice of holding paid bonds beyond the 
business day following the day of payment, it should treat such bonds as 
cash items not in process of collection until the day they are forwarded 
to this Bank, and should then treat them as cash items in process of col
lection until receipt of settlement from this Bank. Cash items not in 
process of collection should not be reported on the weekly report.

Excess or deficiencies in reserves
10. Any excess or deficiency in a member bank’s required reserves 

for any computation period will be carried forward to the next follow
ing computation period to the extent that such excess or deficiency 
does not exceed two percent of such required reserves, except that any 
portion of such excess or deficiency not offset in the next period may 
not be carried forward to additional computation periods.
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Penalties

11. Deficiencies in reserves remaining after the application of 
paragraph 10 above will be subject to penalty in accordance with 
section 204.3(6) of Regulation D of the Board of Governors of the 
Federal Reserve System.

12. Member banks should make reasonable efforts to hold and 
maintain their required reserves from day to day, making allowance 
for unforeseen fluctuations in deposits and reserves.

Revision of this circular
13. The right is reserved to withdraw, add to, or amend at any 

time any of the provisions of this circular.

Effect of this circular on previous circular
14. This circular supersedes our Operating Circular No. 2, Revised 

effective July 28, 1962.

A l f r e d  H a y e s ,
President.
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