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AMENDMENTS TO REGULATIONS D AND J  

Effective September 21, 1972

To the Chief Executive Officers of A ll Banks 
in the Second Federal Reserve District:

Follow ing  is the tex t o f a s ta tem en t released today  by the B oard  o f G overnors o f the F ederal 
R eserve S ystem :

T h e  B oard  of G overnors of the F ed era l R eserve System  today announced its unan im ous approval of 
tw o  regu la to ry  changes designed to re s tru c tu re  on a m ore equitable basis the  reserve requ irem en ts of 
m em ber banks, and  to m odern ize the  na tio n ’s check collection system .

T h e  changes w ill go in to  effect in tw o steps in late S eptem ber and  early  O ctober. T h ey  w ill:

— A pply  the  sam e reserve requ irem en ts to m em ber banks of like size, regard less of a ban k ’s location 
(am end ing  R egu la tion  D , govern ing  reserves of m em ber b an k s).

— R equire  all banks, also regard less of location, served by the F ed era l R eserve check collection 
system  (v irtu a lly  all of the  n a tio n ’s banks) to  pay— in im m ediately collectible fu n d s— for checks d raw n 
on them , the sam e day the F edera l R eserve p resen ts the checks for paym ent (am en d in g  R egulation  J, 
govern ing  collection of checks and  o ther item s by F edera l R eserve B a n k s) .

T h e  changes, w hile basically the sam e as the proposals published for public com m ent M arch  28, have 
been m odified in detail and  m ethod  of application , in the light of com m ent received. T hese  m odifications 
include fu rth e r  revisions of the re s tru c tu re d  reserve schedule affecting m em ber b an k s’ net dem and deposits 
ran g in g  from  $10 m illion to $100 m illion, and  tem porary  w aivers of penalties on reserve deficiencies 
a ttribu tab le  to  the new  check collection p rocedures, o r to the res tru c tu rin g  of reserve requ irem en ts.

In  m aking the announcem ent the B oard  s a id :
T h e  B oard  received le tte rs  d u rin g  the  seven-w eek period fo r com m ent th ro u g h  M ay 15 from  less 

than  5 per cent o f the n a tio n ’s 13,800 com m ercial banks. A lthough  m any banks suggested  m odifica­
tions in the orig inal proposals— chiefly to  m inim ize effects of the new  check collection procedures upon 
th e ir  funds available for loans and  investm en ts— m ost of them  approved of the p ro g ram  fully or in 
principle.

T h e  correspondence the B oard  received, and  the  special efforts m ade by the F edera l R eserve 
B anks d u rin g  the com m ent period  to  assess the effects of the proposed changes, indicate th a t a 
num ber of banks, especially those not served by m ost F edera l R eserve offices and  F edera l R eserve 
Regional Check P rocessing  C enters (R C P C s ) ,  w ould be adversely  affected.

T h e  B oard  has given careful a tten tion  to situations w here a ban k ’s funds available fo r investm ent 
w ould be significantly  reduced  by the new  check collection procedures. T h e  changes in the regulations, 
as now adopted, and  the early  activation  of S ystem -w ide R C P C  arrangem en ts, will substan tia lly  lessen 
the effects upon  investable funds of m em ber banks.

G iven the norm al g ro w th  of deposits, these provisions should m ake it possible fo r m em ber banks to 
adap t w ithou t undue difficulty to  the new  check collection procedures.

In  th is respect, it should  be noted th a t the  B oard  has fo rm ulated  its new  reserve requirem ents in 
such a w ay th a t the  sm aller the  m em ber bank, the m ore its reserve requ irem ents a re  reduced. F o r 
exam ple, m em ber banks in the up to $2 m illion net dem and deposit category  w ould experience a reduc­
tion  in requ ired  reserves of 36 per cent, while m em ber banks w ith net dem and deposits of $400 million 
and  up w ould have th e ir  requ ired  reserves low ered by 9  per cent.

T h e  B oard  is seeking sim ultaneously  to equalize com petitive conditions am ong banks— and  fu rth e r 
ease ad ju s tm en t to  the new  check collection procedures— by giv ing  high p rio rity  a tten tion  to ex tend ing  
F edera l R eserve R C P C  clearing  services and  equalizing cutoff hours.

W ith in  the  con tex t of im proving  services, the B o a rd ’s m ost im m ediate and  h ighest p rio rity  aim  
is accelera ting  the developm ent of R egional Check P rocessing  C enters. T h is  will g rea tly  assist the 
tran sitio n  to  the new  conditions by a large num ber of banks— nonm em ber as well as m em ber. By 
m aking  possible ea rlier receip t of funds due to banks depositing  checks for clearance, these facilities
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for overn igh t check gathering , p rocessing  and  clearing will fu rth e r  offset the earlier paym ent fo r checks 
requ ired  by the change in R egulation  J .

R egional Check P rocessing  C enters located a t F edera l R eserve offices will serve areas as large as 
can be reached on an  overn igh t basis. Such expanded  zones of overn igh t check clearance are already  in 
operation  a t B altim ore, M iam i (F lo r id a ) ,  Chicago, K ansas City, O m aha and  D enver. C enters a t new 
locations w ill be established w here needed to  serve banks th a t cannot be reached overn igh t from  p res­
ent F edera l R eserve offices.

T h e  B oard  believes th a t the revisions of its regulations, as adopted , w ill resu lt in a m ore efficient, 
m ore com petitive and  productive banking system , better able to take advantage of m odern  com m unica­
tions and  accounting technology to serve business and  p rivate  deposito rs in a g row ing  economy.

T h e  regu la to ry  changes— and  the m ethod to  be used in  im plem enting them — will resu lt in a net release 
of reserves of about $1.5 b illion : a to tal release of about $3.5 billion from  the res tru c tu rin g  of reserves and 
the w aiver of penalties, w hich will be partia lly  absorbed  by the im m ediate $2 billion reduction  in float 
resu lting  from  the change in R egula tion  J . T h is  float arises out of the p resen t practice w hereby so-called 
“coun try  b anks” pay for checks presen ted  by the F edera l R eserve in funds th a t are no t available fo r use 
un til the n ex t business day follow ing p resen tm en t of the checks fo r paym ent. A dditional reduction  in float 
w ill occur as tran sp o rta tio n  arran g em en ts  are im proved.

T h e  net release of reserves w ill be accom plished in tw o steps. I t  is in tended  th a t F edera l R eserve open 
m arke t operations will be adapted  as needed, w hen the am endm ents go into effect, to neutra lize the effects 
on m onetary  policy.

E ffects of the  changes on the reserve positions of individual banks w ill vary  and  there will be some 
transitiona l im balances despite the m odifications adopted by the B oard . T h e  B oard  expects th a t d iscount 
officers a t the R eserve B anks will be responsive to  requests  of any  m em ber banks tem porarily  in need of 
cred it to tide them  over a period  of ad ju s tm en t to the new  check collection basis.

Reserve restructuring (Regulation D)
T h e B o a rd ’s am endm ent re s tru c tu rin g  reserve requ irem en ts on net dem and deposits will m odernize 

the system  of reserves in the light of banking p a tte rn s  th a t have evolved over the last 25 years. I t  will 
prov ide m em ber banks of equal size w ith  equal reserve requirem ents.

U n d er the basic re stru c tu rin g , reserve requ irem en ts on net dem and deposits will be based on the am ount 
of such deposits held by a  m em ber bank w ithou t reg ard  to  its  location. T h e  re s tru c tu rin g  will apply the fol­
low ing ra tios to  all m em ber b a n k s :

Amount of net demand deposits Reserve percentages applicable
F irs t  $2 m illion or less 8 p er cent
O ver $2 m illion to $10 m illion 10 p er cent
O v er $10 m illion to  $100 m illion 12 per cent
O ver $100 m illion to $400 m illion 13 p er cent
O ver $400 m illion 17y2 p e r  cent

T hese  ratios will become effective in tw o steps ju s t p r io r  to the period  w hen there  is a seasonal need 
fo r reserves in  the banking  system . B eginning  in the sta tem ent w eek of S eptem ber 21 to  S eptem ber 27, 
the first th ree  ra tios— 8 per cent, 10 per cent and  12 per cent — will apply to net dem and deposits of $100 
m illion and  less, based on the average level of deposits held by the  bank  d u ring  the  w eek ending  Septem ber 
13. T h is  will coincide w ith the Septem ber 21 effective date fo r the R egulation  J  change. In  addition , the 
17y2 p e r  cent ra tio  th a t now  applies to  dem and deposits betw een $100 m illion and  $400 m illion (fo r 

p resen t R eserve C ity  banks) will be reduced to  16l/2 p er cent as p a r t of the first step. D u rin g  the s ta te ­
m ent w eek from  S eptem ber 28 to O ctober 4, th is la tte r ra tio  w ill be reduced  to 13 per cent based on the 
average level of deposits held by the bank  du rin g  the week ending  S eptem ber 20.

A t p resen t, m em ber banks are  divided in to  tw o classes on a geographical basis for the purpose of com ­
p u ting  reserve requ irem en ts on dem and deposits. T h e  ratios fo r reserve city banks— typically the la rger banks 
in the la rger cities— are cu rren tly  17 per cent on the first $5 m illion of dem and deposits and  \7l/ 2 p er cent
on dem and deposits exceeding $5 million. T h e  reserve ra tios fo r all o ther m em ber banks__often called
“coun try  ban k s”— are  cu rren tly  \2 l/ 2 p er cent on th e  first $5 m illion of dem and deposits and  13 per cent on 
dem and deposits exceeding $5 million.

A s orig inally  proposed, a ra tio  of 13 per cent w ould have applied to net dem and deposits from  $10 
m illion to  $400 m illion. T h e  B oard  decided to  include an  additional category— a 12 per cent ra tio  fo r net 
dem and deposits betw een $10 m illion and  $100 m illion— to help offset the absorp tion  of reserves th rough  
float reduction  u n d er the new  check collection ru les tha t will have a sh a rp  im pact on banks of th is size.

T h is  p a rticu la r action will release $400 m illion in reserves, and  of th is am ount $250 m illion will go to 
co u n try  banks w ith net dem and deposits of m ore than  $10 million.

O ne p a r t of the  reserve res tru c tu rin g  will change the m anner in w hich “ reserve city ban k s” are  desig­
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nated. U n d e r the am endm ent, a bank is a  reserve city bank au tom atically  w henever the average of its net 
dem and deposits for the reserve period  rises above $400 million.

In  au tho riz ing  the F edera l R eserve B anks to g ran t tem porary  w aivers of penalties on certa in  deficien­
cies in reserves a ttribu tab le  to  the changes in R egulations J  and  D, the B oard  set the follow ing g u id e lin e s :

— A  w aiver w ill be g ran ted  initially  only for penalties on reserve deficiencies equal to a reduction  in 
available funds th a t exceeds tw o per cent of a m em ber ban k ’s net dem and deposits.

— T h e am ount of deficiency eligible for w aiver of penalties will decrease one per cent of net dem and 
deposits fo r each q u a rte r  beginning Ja n u a ry  1, 1973.

— N o fu rth e r  w aivers will be g ran ted  under th is  au th o rity  afte r Ju n e  30, 1974.

Check collection (Regulation J)
T h e B oard  adopted  the proposals it m ade in M arch for rev ising  its R egulation  J , covering collection 

of checks by the F edera l R eserve System . A t the sam e tim e, it took steps to a ttenua te  and  m itigate the 
im pact on affected banks of faste r check collection.

C om m ercial banks th a t a re  m em bers of the F ed era l R eserve System  send to the F ed era l R eserve for 
collection checks deposited by the ir custom ers th a t a re  d raw n  for the m ost p a rt on banks ou tside th e ir  local 
clearing  system s. T h e  F edera l R eserve p resen ts the checks, for collection, to the banks aga in st w hich they are  
draw n. N onm em ber banks use F edera l R eserve collection facilities by sending th e ir  checks to  the  F edera l 
R eserve th rough  a m em ber bank. T he F edera l R eserve cred its the reserve account of m em ber banks w hich 
send checks to it for collection. T h e  R eserve B ank  recovers the am ounts it has cred ited  w hen it collects 
from  banks w hose custom ers w ro te the checks.

T h e  revised  check collection regulation  requ ires all banks to pay for th e ir  checks the sam e day the 
F edera l R eserve p resen ts them  fo r paym ent, and to  m ake the paym ent in funds th a t a re  available to  the 
F edera l R eserve th a t day, i.e., to  pay in im m ediately available funds. In  no case, how ever, w ould a bank  be 
expected  to pay fo r its checks p rio r to  receipt of its cash le tte r from  the R eserve B ank. N o r w ould the 
rig h t of a bank to re tu rn  any check on the follow ing day be affected.

N early  all banks in the  12 cities w here the F ed era l R eserve banks are located, and  the 25 cities w ith  
o ther F edera l R eserve offices, have been on such an  im m ediate paym ent basis. P aym en t for checks by these 
banks and  th e ir  custom ers are not affected by the new  check collection procedures. T hey  will, of course, 
benefit from  earlier cred it from  banks w hose earlier paym ent is passed on by the F edera l R eserve.

In  recent m onths, in fu rtherance  of F edera l R eserve policy aim ed at m odernizing the n a tio n ’s paym ents 
m echanism , the F edera l R eserve B anks have begun establishing Regional Check P rocessing  C enters (R C P C s)  
to  serve expanded  “ zones of im m ediate paym en t” around , as well as in, the ir cities. B anks and  th e ir  cu s­
tom ers in these zones also have been on an  im m ediate paym ents basis and  the ir paym ent practices a re  thus 
not affected by the  new  check collection procedures.

T h e  banks th a t m ay be adversely  affected m ost by the revised check collection procedure are  those o u t­
side cities w ith F edera l R eserve facilities, and  outside the im m ediate paym ent a reas served by the R C P C s. Such 
banks, w hich will go on an  im m ediate paym ent basis, generate  some 15 per cent of the do llar volum e o f all 
checks, and  about half of the 100 m illion checks cu rren tly  w ritten  in the U n ited  S ta tes each business day. 
W h e th e r o r not they  are  adversely  affected depends upon the offsetting am ount of ea rlier cred its they w ill 
receive and  reduction  of the ir requ ired  reserves.

T hese  “co u n try ” banks had  previously  paid for checks p resen ted  to them  in funds collectible one day 
o r m ore a fte r p resen tation . T h is  p ractice— rooted  in tim es of slow er com m unications— m ade available to  
such banks for investm ent an  average of approx im ate ly  $2 billion a day in funds th a t w ere in  the  process 
of collection th ro u g h  the F edera l R eserve. T h is  $2 billion “ float” will be elim inated un d er the new  sam e- 
day-paym ent check collection procedure.

T h e  new  check collection ru les thus place all banks— city and  coun try , m em ber and  nonm em ber__on
the sam e footing as reg a rd s check collection by the F edera l R eserve. A  num ber of the m em ber “ c o u n try ” 
banks not now  paying  in im m ediately available funds are  m edium  to  large banks, located in the m any sizeable 
cities th a t do not have F edera l R eserve offices and  in suburban  areas a round  F ed era l R eserve cities.

In  m aking  im m ediate ra th e r  than  d efe rred  paym ent for the ir checks, banks not a lread y  on an  im m ediate 
paym ent basis could— in the absence of offsetting action by the B oard— lose investable funds. T h e  B o ard ’s 
action will provide new ly investable funds resu lting  from  the low er reserves the new  reserve schedule p e r­
m its. A nd the effect of hav ing  to  pay the F edera l R eserve for th e ir  checks earlier w ill be offset by  ea rlier 
cred it from  the F edera l R eserve on checks w ritten  in th e ir  favor. W h e re  ea rlier cred it is g iven fo r checks 
due to  e ither m em ber o r nonm em ber banks opera ting  th ro u g h  a  co rresponden t bank, the F ed era l R eserve 
an ticipates th a t co rresponden t banks will pass the  earlier cred it back to the banks they rep resen t.

D espite these offsets, som e banks will nevertheless still have to  give up funds prev iously  available to  
them  in the form  of float. T o  a ttenua te  and  m itigate the effect of th is reduction  of funds, the B oard  has
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au tho rized  the R eserve B anks to w aive penalties on certa in  deficiencies in reserves fo r periods of up to 
21 m onths.

T h e  am ount of funds on w hich penalties in itially  w ill be w aived, afte r the  new  check collection p ro ­
cedure goes in to  effect, w ill depend upon the am ount of net loss of funds a bank experiences. T h e  net loss 
of reserves will be (1 )  the reserve reduction  due to im m ediate ra th e r  than  deferred  paym ent for checks 
th a t (2 )  is no t offset by the B o a rd ’s new  reserve requ irem en t s tru c tu re  o r ( 3 )  by receip t of earlier cred it 
for checks un d er the new  check collection rules. F o r  the few banks w hose reserve requ irem ents w ould be 
increased, the additional reserves requ ired  w ould be added to calculate the to ta l loss of reserves. T h e  
am ount w ill be figured as a per cen t of the ban k ’s net dem and deposits.

W h ere  a bank ’s net reduction  of funds is less than  2 per cent of its  net dem and deposits, no w aiver of 
penalties w ill be g ran ted . P enaltie s will be w aived on reserve deficiencies in  excess of 2 p e r cent of net 
dem and deposits th ro u g h  the rem ainder of th is  year. T herea fte r, the w aiver of penalties w ill be reduced 
a t the beginn ing  of each q u a rte r  on an am ount equal to 1 per cent of the  b an k ’s net dem and deposits, up to a 
m axim um  o f six  quarte rs .

Copies of the am endm ents are enclosed. The B oard’s order on w aiver of penalties for 
deficiencies in reserves is printed below. 

A dditional copies of this circular and its enclosures will be furnished upon request.

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

President.

W a iv e r  o f  P e n a l t i e s  f o r  D e f ic ie n c ie s  i n  R e s e r v e s

O n  M arch  28, 1972, the B oard  announced  th a t it 
w as considering  am ending  its R egu la tions D and  J  
to re s tru c tu re  and  reduce reserve requ irem en ts and  to 
req u ire  banks to pay checks on the day of p resen tm en t 
in im m ediately available funds. A fte r  rev iew ing  the 
com m ents received, the B oard  has determ ined  th a t m em ­
ber banks th a t w ill be adversely  affected to a substan tia l 
degree by adoption of these proposals should be p e r­
m itted  a reasonable tim e to  a d ju s t to  the effects of the 
new  regula tions. Below  is the  te x t o f a le tte r to the 
F edera l R eserve B anks se tting  out th is m easu re :

T h e  B oard  regards it as ap p ro p ria te  for a R eserve 
B ank to  waive penalties in  som e cases for m em ber 
bank reserve deficiencies th a t resu lt from  the im ple­
m entation  of the proposed  am endm ents to R egulations 
D and  J , announced on M arch  28, 1972. In  those cases 
w here the im plem entation  of these changes w ould resu lt 
in a net loss of funds (as  com puted by the R eserve 
B ank) in an am ount m ore than  tw o per cent of the 
m em ber ban k ’s net dem and deposits, it seems a p p ro p ri­
ate to  waive certa in  of the penalties for reserve defi­
ciencies. F o r  the reserve periods ending on o r before 
Ja n u a ry  1, 1973, it is regarded  as ap p ro p ria te  in such 
cases to wraive penalties on deficiencies in am ounts of 
the full loss, less the tw o per cent of net dem and de­
posits. F o r  each subsequent q u arte r, an  additional one

per cent of net dem and deposits w ould be subtracted  
from the am ount o f deficiencies eligible for w aiver, 
until the am ount of the w aiver is eventually  zero. T h is 
au thorization  for w aivers w ill te rm inate  on Tune 30 
1974.

T h e  loss to each m em ber bank  should be calculated 
as the average am o u n t1 of the  b an k ’s F edera l R eserve 
cash le tter fo r w hich it w ould m ake earlier paym ent, 
less the average am ount of sam e-te rrito ry  country  item s 
for w hich the bank  w ould receive earlier credit, o r 
tw o per cent of its net dem and deposits, w hichever is 
less, less the average reduction  in reserve requirem ents 
due to the change in R egulation  D. (F o r  those few 
banks w hose reserve requ irem en ts w ould be increased, 
the change in reserves w ould be added  ra th e r  than  
sub trac ted .)

A pplications for w aiver should be subm itted  by a 
m em ber bank p rio r to  A u g u st 15, 1972.

i The average amount will be calculated over the 4-week period 
ending on June 28, 1972. However, if an RCPC has been 
implemented during 1972, the Reserve Bank should choose a 
4-week period prior to the date of such implementation. In 
addition, for purposes of these calculations, the figure for net 
demand deposits should be the average amount of net demand 
deposits over that same period.
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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 se r v e  S y s t e m

RESERVES OF MEMBER BANKS

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

1. Effective September 21, 1972, sections 204.51 
through 204.57 are revoked.

2. Effective September 21,1972, sections 204.2(a) (2) 
and (3) are amended to read as follows:

SE C T IO N  204.2—C O M P U T A T IO N  OF 
R ESE R V E S

(a) A m o u n ts  o f rese rves to  b e  m a in ta in e d .
* * *

(2) A member bank in a reserve city is deemed to 
have a character of business similar to banks outside 
of reserve cities whenever it has average net demand 
deposit balances of $400 million or less for the second 
computation period preceding the current reserve main­
tenance period. The Board grants permission to any 
such bank or banks to maintain for the current period 
the reserve balances that are in effect for member 
banks not located in reserve cities. Such permission 
and any other permission granted by the Board to 
maintain reduced reserves is automatically suspended 
for the current reserve maintenance period with respect 
to any member bank in a reserve city that has average 
net demand deposit balances of more than $400 million 
for the second computation period preceding the cur­
rent reserve maintenance period. Any such bank shall 
maintain for the current period the reserve balances 
in effect for banks located in reserve cities.

(3) For the purposes of this Part, each city having 
a Federal Reserve office is a reserve city. In addition, 
any city, town, village or other community, whether 
or not incorporated, is a reserve city for a reserve 
computation period if it contains a head office of any 
member bank that had average daily net demand de­
posit balances of more than $400 million for the second 
computation period preceding the current reserve main­
tenance period.

3. Effective during the period from September 21 to 
September 27, 1972, sections 204.5(a) (1) (iii) and 
(2) (iii) are amendeed to read as follows:

SE C T IO N  204.5—R E S E R V E  R E Q U IR E M E N T S

(a) R e serv e  p ercen tag es . Pursuant to the provi­
sions of section 19 of the Federal Reserve Act and 
§204.2(a ) and subject to paragraph (c) of this section, 
the Board of Gove nors of the Federal Reserve System 
hereby prescribes the following reserve balances that 
each member bank of the Federal Reserve System is 
required to maintain on deposit with the Federal Re­
serve Bank of its d is tric t:

(1) I f  n o t in  a rese rv e  c ity —
* * *

(iii) (a) 8 per cent of its net demand deposits if its 
aggregate net demand deposits are $2 million or less,

(b) $160,000 plus 10 per cent of its net demand de­
posits in excess of $2 million if its aggregate net de­
mand deposits are in excess of $2 million but less than 
$10 million, (c) $960,000 plus 12 per cent of its net de­
mand deposits in excess of $10 million if its aggregate 
net demand deposits are in excess of $10 million but 
less than $100 million, or (d) $11,760,000 plus 13 per 
cent of its net demand deposits in excess of $100 mil­
lion, except that in the case of a bank that was con­
sidered located in a reserve city prior to September 21, 
1972, the reserve percentage shall be 1 6 ^  per cent of 
its net demand deposits in excess of $100 million.

(2) I f  in  a re se rv e  c ity  (except as to any bank 
located in such a city that is permitted by the Board 
of Governors of the Federal Reserve System, pursuant 
to §204.2(a) (2), to maintain the reserves specified in 
subparagraph ( 1) of this paragraph)—

* * *
(Hii) $61,260,000 plus \7y2 per cent of its net demand 

deposits in excess of $400 million.

4. Effective September 28, 1972, sections 204.5(a)
(1) (iii) «Cnd (2) (iii) are amended to read as follows:

SE C T IO N  204.5—R E S E R V E  R E Q U IR E M E N T S

(a) R eserv e  p erc en ta g es . Pursuant to the pro­
visions of section 19 of the Federal Reserve Act and 
§204.2(a) and subject to paragraph (c) of this sec­
tion, the Board of Governors of the Federal Reserve 
System hereby prescribes the following reserve balances 
that each member bank of the Federal Reserve System 
is required to maintain on deposit with the Federal 
Reserve Bank of its d is tric t:

(1) I f  n o t in  a re se rv e  c ity —
* * *

(iii) (a) 8 per cent of its net demand deposits if its 
aggregate net demand deposits are $2 million or less,
(b) $160,000 plus 10 per cent of its net demand de­
posits in excess of $2 million if its aggregate net de­
mand deposits are in excess of $2 million but less than 
$10 million, (c) $960,000 plus 12 per cent of its net de­
mand deposits in excess of $10 million if its aggregate 
net demand deposits are in excess of $10 million but 
less than $100 million, or (d) $11,760,000 plus 13 per 
cent of its net demand deposits in excess of $100 mil­
lion.

(2) I f  in  a re se rv e  c ity  (except as to any bank 
located in such a city that is permitted by the Board 
of Governors of the Federal Reserve System, pursuant 
to §204.2(a ) (2 ), to maintain the reserves specified in 
subparagraph (1) of this paragraph)—

* * *
(iii) $50,760,000 plus \7y2 per cent of its net demand 

deposits in excess of $400 million.
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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 se r v e  S y s t e m

COLLECTION OF CHECKS AND OTHER ITEMS 
BY FEDERAL RESERVE BANKS

A M E N D M E N T S  T O  R E G U L A T IO N  J

Effective September 21, 1972, the Board has amended 
its Regulation J as follow s:

1. Section 210.9(a) is amended to read:

SE C T IO N  210.9—R E M IT T A N C E  AND 
PA Y M E N T

(a) (1) C ash  item . A paying bank becomes ac­
countable for the amount of each cash item received by 
it from or through a Federal Reserve Bank at the 
close of the paying bank’s banking day on which the 
cash item was so received4 if it retains such item after 
the close of such banking day, unless, prior to such 
time, it pays or remits for the item as herein provided. 
Payment or remittance therefor shall be effected on 
such day of receipt by:

(1) debit to an account on the books of a Federal 
Reserve Bank; or

(ii) payment in cash;-or
(iii) in the discretion of the Federal Reserve Bank, 

any other form of payment or rem ittance:
Provided, that the proceeds of any such payment or 
remittance in any form herein stated shall be available 
to the Federal Reserve Bank not later than the close 
of the banking day for such Federal Reserve Bank on 
the day on which such item was so received by the 
paying bank. If the banking day on which an item is 
received by a paying bank is not a banking day for the 
Federal Reserve Bank from which the item was re­
ceived, any payment or remittance made hereunder 
shall be effected on the banking day of both such 
Federal Reserve Bank and such paying bank next 
following the day of receipt of such item.

(2) N o n cash  item . A Federal Reserve Bank may 
require the paying bank or collecting bank to which 
it has presented, sent, or forwarded any noncash 
item pursuant to §210.7 to pay or remit for such 
item in cash, but is authorized, in its discretion, to 
permit such paying bank or collecting bank to author­
ize or cause payment or remittance therefor to be 
made by a debit to an account on the books of such 
Federal Reserve Bank or to pay or remit therefor in 
any of the following which is in a form acceptable to 
such Federal Reserve B ank : Bank draft, transfer of 
funds or bank credit, or any other form of payment 
or remittance authorized by applicable State law.

(3) N o n b a n k  p ay o r. A Federal Reserve Bank 
may require the nonbank payor to which it has pre­
sented any cash item or noncash item pursuant to 
§210.7 to pay therefor in cash, but is authorized, in

4 A  cash item received by a paying bank shall be deemed to 
have been received by the bank on its next banking day if the 
item is received under one of the following circumstances:
(1 ) on a day other than a banking day for it, or (2 ) on a 
banking day for it, but (a) after its regular banking hours, or 
(b) after a “ cut-off hour”  established by it in accordance with 
applicable State law, or (c ) during afternoon or evening periods 
when it is open for limited functions only.

its discretion, to permit such nonbank payor to pay 
therefor in any of the following which is in a form 
acceptable to such Federal Reserve Bank: Cashier’s 
check, certified check, or other bank draft or obliga­
tion.

2. Section 210.12(a) is amended to read:
SE C T IO N  210.12—R E T U R N  O F CASH  IT E M S

(a) A paying bank that receives a cash item from 
or through a Federal Reserve Bank, otherwise than 
for immediate payment over the counter, and that pays 
or remits for such item as provided in §210.9(a) of 
this P a rt shall have the right to recover any payment 
or remittance so made if, before it has finally paid the 
item, it returns the item before midnight of its banking 
day next following the banking day of receipt or takes 
such other action to recover such payment or remit­
tance within such time and by such means as may be 
provided by applicable State la w : Provided, that the 
foregoing provisions shall not extend, nor shall the 
time herein provided for return be extended by, the 
time for return of unpaid items fixed by the rules and 
practices of any clearing house through which the item 
was presented or fixed by the provisions of any special 
collection agreement pursuant to which it was pre­
sented.

3. Section 210.13 is amended to re a d :
SE C T IO N  210.13—C H A RG EBA CK  O F U N P A ID

CA SH  IT E M S AND  N O N C A SH  IT E M S
If a Federal Reserve Bank does not receive payment 

for any cash item in accordance with the provisions of 
§210.9(a ) , the amount of such item may be charged 
back to the sender, regardless of whether or not the 
item itself can be returned. If a Federal Reserve Bank 
does not receive payment in actually and finally col­
lected funds for any cash item or noncash item for 
which it gave credit subject to payment in actually 
and finally collected funds, the amount of such item 
shall be charged back to the sender, regardless of 
whether or not the item itself can be returned. In the 
event the amount of the item is charged back, neither 
the owner or holder of any such item nor the sender 
shall have the right of recourse upon, interest in, or 
right of payment from, any reserve balance, clearing 
account, deposit account, or other funds of the paying 
bank or of any collecting bank, in the possession of the 
Federal Reserve Bank. No draft, authorization to 
charge, or other order, upon any reserve balance, clear­
ing account, deposit account, or other funds in the 
possession of a Federal Reserve Bank, issued for the 
purpose of paying or remitting for any cash items or 
noncash items handled under the terms of this Part, 
will be paid, acted upon, or honored after receipt by 
such Federal Reserve Bank of notice of suspension or 
closing of the bank making the payment or remittance 
for its own or another’s account.

4. Section 210.15 is amended to substitute the term 
“§210.9” for the term “§210.12” appearing at the end 
of §210.15.
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