
FEDER AL RESERVE BANK  
OF NEW  YORK

[
Circular No. 8865  

July 1, 1980 ]

M O N E T A R Y  C O N T R O L  A C T  O F  1 9 8 0  

P r o p o s e d  G u id e l in e s  F o r  R e q u ir e d  R e s e r v e  B a la n c e  P a s s - T h r o u g h  A r r a n g e m e n t s

To All Depository Institutions, and Others Concerned, 
in the Second Federal Reserve District :

Under the Monetary Control Act of 1980, depository institutions are required to maintain 
reserve balances on transaction accounts and nonpersonal time accounts. A depository institution 
may satisfy reserve requirements by holding vault cash or by placing a balance at a Federal Reserve 
Bank or Branch. The Act permits a nonmember depository institution to maintain its required 
reserve balance directly with the Federal Reserve or on a pass-through basis with a depository 
institution maintaining a reserve account at a Federal Reserve office, with a Federal Home Loan 
Bank, or with the National Credit Union Administration’s Central Liquidity Facility.

The Board of Governors of the Federal Reserve System has proposed for comment a set of 
guidelines for required reserve balance pass-through arrangements. The following is quoted from 
the text of a statement issued by the Board of Governors regarding the proposed guidelines:

Under the Monetary Control Act of 1980, depository institutions are required to hold Federal reserve 
balances on their transaction and nonpersonal time acccounts. These reserves may be held in vault cash, or, if 
vault cash does not satisfy reserve requirements, balances may be held directly with Federal Reserve Banks 
or Branches. Nonmember depository institutions may also pass their required reserves through to the Federal 
Reserve.

Depository institutions that are members of the Federal Reserve System must hold their reserves, as 
previously, with their local Federal Reserve Bank or Branch. . . . Some highlights of the proposals are:

—Correspondent institutions that may receive and pass through the reserve balances of nonmember 
depositories would be Federal Home Loan Banks, the National Credit Union Administration Central Liquidity 
Facility, or a depository institution (member or nonmember ) that holds a reserve balance directly at a Federal 
Reserve Bank or Branch.

—The correspondent institution passing balances through would maintain the reserve balances it receives, 
dollar-for-dollar, with the Federal Reserve Bank or Branch in whose territory the main office of the respond
ent is located.

—A respondent would be able to choose only one correspondent, which may be initiated, terminated or 
changed as the respondent institution desires by providing to the Federal Reserve documentation specified in 
the proposals.

—In pass-through arrangements, it would be the responsibility of the correspondent to assure the main
tenance of the correct level of its respondent’s reserve balances.

—The Board requested comment on the following proposed procedure for the maintenance by correspon
dents of reserve balance accounts:

—Maintenance, in the Federal Reserve territory where the correspondent has its main office, of a
reserve account commingling correspondent and respondent reserves, and, in each  other territory where
respondents have head offices, maintenance of an account in which respondent reserves would be commingled.
—Idle Board also requested comment on the following possible alternative procedure:

Maintenance of the correspondent s own account, and—separately—of a commingled account for
respondents in the Federal Reserve territory where the correspondent’s main office is located, and, for
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respondents located in other territories, maintenance of a separate commingled respondent account in 
each territory where respondents have head offices.
—A depository institution maintaining a reserve balance on a pass-through basis would be eligible for 

Federal Reserve System services provided directly from its local Federal Reserve office.

Enclosed is the text of the Board’s proposed guidelines. Your comments on the proposal are 
requested by July 31 and may be sent to this Bank’s Accounting Officer, the Manager of our Con
sumer Affairs and Bank Regulations Department, or to Theodore Allison, Secretary of the Board, 
Board of Governors of the Federal Reserve System, Washington, D.C. 20551.

A n t h o n y  M. S o l o m o n ,

President.
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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  S Y S T E M

[ 1 2  C F R  P a r t  2 0 4 ]  

( D o c k e t  N o .  R - 0 3 0 9 )

P R O P O S E D  R E Q U I R E D  R E S E R V E  B A L A N C E  P A S S - T H R O U G H  G U I D E L I N E S

A G E N C Y :  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  S y s t e m .

A C T I O N : N o t i c e  o f  P r o p o s e d  G u i d e l i n e s .

S U M M A R Y : T h e  M o n e t a r y  C o n t r o l  A c t  o f  1 9 8 0  ( T i t l e  I o f  P .L .  9 6 - 2 2 1 )  i m p o s e s
F e d e r a l  r e s e r v e  r e q u i r e m e n t s  o n  a l l  d e p o s i t o r y  i n s t i t u t i o n s  t h a t  m a i n t a i n  t r a n s a c t i o n  
a c c o u n t s  or  n o n p e r s o n a l  t i m e  d e p o s i t s .  A  d e p o s i t o r y  i n s t i t u t i o n  m a y  s a t i s f y  r e s e r v e  
r e q u i r e m e n t s  b y  h o ld in g  v a u l t  c a s h  o r  b y  p l a c i n g  a  b a l a n c e  a t  t h e  F e d e r a l  R e s e r v e .  
T h e  A c t  a u t h o r i z e s  a  d e p o s i t o r y  i n s t i t u t i o n  t h a t  is  n o t  a  m e m b e r  o f  t h e  F e d e r a l  
R e s e r v e  S y s t e m  t o  h o ld  i t s  r e q u ir e d  r e s e r v e  b a l a n c e  a t  t h e  F e d e r a l  R e s e r v e  in  o n e  o f  
t w o  w a y s .  I t  m a y  d e p o s i t  i t s  r e q u ir e d  r e s e r v e  b a l a n c e  d i r e c t l y  w i t h  t h e  F e d e r a l  
R e s e r v e  B a n k  o r  B r a n c h  w h ic h  s e r v e s  t h e  t e r r i t o r y  in  w h ic h  i t  is  l o c a t e d .

A l t e r n a t i v e l y ,  in  a c c o r d a n c e  w i t h  p r o c e d u r e s  a d o p t e d  b y  t h e  B o a r d , i t  m a y  e l e c t  t o  
p a s s  t h r o u g h  i t s  r e q u ir e d  r e s e r v e  b a l a n c e  t h r o u g h  a  c o r r e s p o n d e n t .  In o r d e r  t o  
i m p l e m e n t  t h e  p a s s - t h r o u g h  p r o v i s io n s  o f  t h e  M o n e t a r y  C o n t r o l  A c t ,  t h e  B o a r d  is  
p r o p o s in g  g u i d e l i n e s  u n d e r  w h ic h  p a s s - t h r o u g h  a r r a n g e m e n t s  c o u ld  b e  m a i n t a i n e d .

D A T E :  I n t e r e s t e d  p a r t i e s  a r e  i n v i t e d  t o  s u b m it  r e l e v a n t  d a t a ,  v i e w s  a n d  o t h e r
c o m m e n t s .  C o m m e n t s  m u s t  b e  r e c e i v e d  b y  J u ly  3 1 ,  1 9 8 0 .

A D D R E S S :  C o m m e n t s ,  w h ic h  s h o u ld  r e f e r  t o  D o c k e t  N o .  R - 0 3 0 9 ,  s h o u ld  b e  a d d r e s s e d  
t o  T h e o d o r e  E .  A l l i s o n ,  S e c r e t a r y ,  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  S y s t e m ,  
2 0 t h  S t r e e t  a n d  C o n s t i t u t i o n  A v e n u e ,  N .W .,  W a s h in g t o n ,  D .C .  2 0 3 5 1 ,  o r  d e l i v e r e d  t o  
r o o m  B - 2 2 2 3  b e t w e e n  8 : 4 5  a .m .  a n d  5 : 1 5  p .m .  C o m m e n t s  r e c e i v e d  m a y  b e  i n s p e c t e d  in  
r o o m  B - 1 1 2 2  b e t w e e n  8 :4 5  a .m .  a n d  5 :1 5  p .m . ,  e x c e p t  a s  p r o v id e d  in  s e c t i o n  2 6 1 .6 ( a )  o f  
t h e  B o a r d 's  R u l e s  R e g a r d in g  A v a i l a b i l i t y  o f  I n f o r m a t i o n  (1 2  C F R  2 6 1 .6 ( a ) ) .

F O R  F U R T H E R  I N F O R M A T I O N  C O N T A C T :  B e n j a m in  W o lk o w i t z ,  S e c t i o n  C h i e f
( 2 0 2 / 4 5 2 - 2 6 8 6 ) ,  P a u l  P .  B u r ik , E c o n o m i s t  ( 2 0 2 / 4 5 2 / 2 5 5 6 ) ,  G i lb e r t  T . S c h w a r t z ,  
A s s i s t a n t  G e n e r a l  C o u n s e l  ( 2 0 2 / 4 5 2 - 3 6 2 5 ) ,  o r  L e e  S . A d a m s ,  S e n io r  A t t o r n e y  ( 2 0 2 / 4 5 2 -  
3 6 2 3 ) ,  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  S y s t e m ,  W a s h in g t o n ,  D .C .  2 0 5 5 1 .

S U P P L E M E N T A R Y  I N F O R M A T I O N : U n d e r  t h e  p r o v i s io n s  o f  t h e  M o n e t a r y  C o n t r o l
A c t  o f  1 9 8 0  ( T i t l e  I o f  P .L .  9 6 - 2 2 1 ) ,  f e d e r a l  r e s e r v e s  a r e  r e q u ir e d  f o r  a l l  d e p o s i t o r y  
i n s t i t u t i o n s  w i t h  n o n p e r s o n a l  t i m e  d e p o s i t s  o r  t r a n s a c t i o n  a c c o u n t s  a s  t h o s e  t e r m s  a r e  
d e f i n e d  in  S e c t i o n  1 0 3  o f  t h e  A c t .  If t h e s e  r e s e r v e  r e q u i r e m e n t s  a r e  n o t  m e t  b y  
h o ld in g s  o f  v a u l t  c a s h ,  a  d e p o s i t o r y  i n s t i t u t i o n  t h a t  is  a  m e m b e r  o f  t h e  F e d e r a l  
R e s e r v e  S y s t e m  m u s t  h o ld  i t s  r e q u ir e d  r e s e r v e  b a l a n c e  a t  i t s  l o c a l  F e d e r a l  R e s e r v e
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B a n k  o r  B r a n c h .  A  d e p o s i t o r y  i n s t i t u t i o n  t h a t  i s  n o t  a  m e m b e r  o f  t h e  F e d e r a l  R e s e r v e  
S y s t e m  m a y  h o ld  i t s  r e q u ir e d  r e s e r v e  b a l a n c e  in  o n e  o f  t w o  w a y s .  I t  m a y  d e p o s i t  i t s  
r e q u ir e d  r e s e r v e  b a l a n c e  d i r e c t l y  w i t h  t h e  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  w h ic h  
s e r v e s  t h e  t e r r i t o r y  in  w h ic h  i t  is  l o c a t e d ,  j u s t  a s  m e m b e r  b a n k s  d o . A l t e r n a t i v e l y ,  
s u c h  a  d e p o s i t o r y  i n s t i t u t i o n  m a y  e l e c t  t o  p a s s  i t s  r e q u ir e d  r e s e r v e  b a l a n c e  t h r o u g h  a  
c o r r e s p o n d e n t .  S u c h  a  c o r r e s p o n d e n t  m a y  b e  a  ( i )  F e d e r a l  H o m e  L o a n  B a n k , ( i i )  t h e  
N a t i o n a l  C r e d i t  U n io n  A d m i n i s t r a t i o n  C e n t r a l  L i q u id i t y  F a c i l i t y ,  o r  ( i i i )  a  d e p o s i t o r y  
i n s t i t u t i o n  w h ic h  h o ld s  a  r e s e r v e  b a l a n c e  d i r e c t l y  a t  a  F e d e r a l  R e s e r v e  B a n k  o f  
B r a n c h .  H o w e v e r ,  t h e  d e p o s i t o r y  i n s t i t u t i o n  p a s s in g  t h r o u g h  r e q u ir e d  r e s e r v e  b a l a n c e s  
t o  o n e  o f  t h e s e  c o r r e s p o n d e n t s  m u s t  b e  p e r m i t t e d  b y  la w  o r  r e g u l a t i o n  t o  m a i n t a i n  a n  
a c c o u n t  a t  t h e  i n s t i t u t i o n  i t  h a s  s e l e c t e d .  T h e  c o r r e s p o n d e n t  w i l l  p a s s  t h r o u g h  t h e s e  
r e q u ir e d  r e s e r v e  b a l a n c e s  d o l l a r - f o r - d o l l a r  t o  t h e  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  in  
t h e  t e r r i t o r y  in  w h ic h  t h e  m a in  o f f i c e  o f  t h e  r e s p o n d e n t  i n s t i t u t i o n  is  l o c a t e d .

If a  n o n m e m b e r  d e p o s i t o r y  i n s t i t u t i o n  ( r e s p o n d e n t )  c h o o s e s  t h e  p a s s 
t h r o u g h  o p t i o n ,  t h e  F e d e r a l  R e s e r v e  B o a r d  p r o p o s e s  t h a t  t h e  f o l l o w i n g  p r o c e d u r e s  
a p p ly :

I. P a s s - t h r o u g h  C o r r e s p o n d e n t  1

1 . T h e  n o n m e m b e r  r e s p o n d e n t  m a y  s e l e c t  o n ly  o n e  c o r r e s p o n d e n t  t o  p a s s  
t h r o u g h  i t s  r e q u ir e d  r e s e r v e s .  A n  i n s t i t u t i o n  m a y  a c t  a s  a  p a s s - t h r o u g h  
c o r r e s p o n d e n t  o n ly  i f  i t  m a in t a in s  i t s  o w n  r e q u ir e d  r e s e r v e s  a t  a  F e d e r a l  
R e s e r v e  o f f i c e .  T h e  c o r r e s p o n d e n t  c h o s e n  s u b s e q u e n t l y  m u s t  p a s s  t h r o u g h  
t h e  r e q u ir e d  r e s e r v e  b a l a n c e s  o f  i t s  r e s p o n d e n t s  a n d  i t s  o w n  r e q u ir e d  
b a l a n c e s  t o  t h e  a p p r o p r i a t e  F e d e r a l  R e s e r v e  o f f i c e .  T h e  c o r r e s p o n d e n t  
p l a c i n g  f u n d s  w i t h  t h e  F e d e r a l  R e s e r v e  o n  b e h a l f  o f  r e s p o n d e n t s  w i l l  b e  
r e s p o n s i b l e  f o r  r e s e r v e  a c c o u n t  m a i n t e n a n c e  a s  d e s c r i b e d  b e l o w .

2 . T h e  B o a r d  r e q u e s t s  c o m m e n t s  o n  a n  a l t e r n a t i v e  t o  t h e  a b o v e  p a s s - t h r o u g h  
p r o c e d u r e s  t h a t  w o u ld  p e r m i t  a  n o n m e m b e r  p a s s - t h r o u g h  c o r r e s p o n d e n t  t h e  
o p t i o n  o f  s u b s e q u e n t l y  p a s s in g  t h r o u g h  t o  a n o t h e r  d e p o s i t o r y  i n s t i t u t i o n  i t s  
o w n  r e q u ir e d  r e s e r v e s  a n d  t h o s e  o f  i t s  r e s p o n d e n t s .  T h e  s e c o n d  
c o r r e s p o n d e n t  w o u ld  b e  r e q u ir e d  t o  p a s s  t h r o u g h  t h e s e  r e s e r v e  b a l a n c e s  
d o l l a r - f o r - d o l l a r  t o  t h e  a p p r o p r i a t e  F e d e r a l  R e s e r v e  o f f i c e  a n d  w o u ld  b e  
r e s p o n s i b l e  f o r  r e s e r v e  a c c o u n t  m a i n t e n a n c e  f o r  t h e  f i r s t  c o r r e s p o n d e n t  
a n d  i t s  r e s p o n d e n t s  a s  d e s c r i b e d  b e l o w .

3 . R e s p o n d e n t  d e p o s i t o r y  i n s t i t u t i o n s  o r  p a s s - t h r o u g h  c o r r e s p o n d e n t s  m a y  
i n s t i t u t e ,  t e r m i n a t e ,  o r  c h a n g e  p a s s - t h r o u g h  a r r a n g e m e n t s  f o r  t h e  
m a i n t e n a n c e  o f  r e q u ir e d  r e s e r v e  b a l a n c e s  b y  p r o v id in g  a l l  d o c u m e n t a t i o n  
r e q u ir e d  f o r  t h e  e s t a b l i s h m e n t  o f  t h e  n e w  a r r a n g e m e n t  a n d /o r  t e r m i n a t i o n  
o f  t h e  e x i s t i n g  a r r a n g e m e n t  t o  t h e  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  in  
w h o s e  t e r r i t o r y  t h e  r e s p o n d e n t  o r  p r o s p e c t i v e  r e s p o n d e n t  is  l o c a t e d .  T h e  
e f f e c t i v e  d a t e  o f  s u c h  c h a n g e  w i l l  b e  t h e  b e g in n in g  o f  t h e  f i f t h  r e s e r v e  
m a i n t e n a n c e  p e r io d  f o l l o w i n g  n o t i f i c a t i o n ,  o f  a n  e a r l i e r  d a t e  a s  d e t e r m i n e d  
b y  t h e  a f f e c t e d  R e s e r v e  B a n k  o r  B r a n c h .
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II. R e p o r t s

1. E v e r y  d e p o s i t o r y  i n s t i t u t i o n  t h a t  m a i n t a i n s  t r a n s a c t i o n  a c c o u n t s  or  
n o n p e r s o n a l  t i m e  d e p o s i t s  is  r e q u ir e d  t o  f i l e  i t s  r e p o r t  o f  d e p o s i t s  (o r  a n y  
o t h e r  r e q u ir e d  f o r m  or s t a t e m e n t )  d i r e c t l y  w i t h  i t s  l o c a l  F e d e r a l  R e s e r v e  
B a n k  o r  B r a n c h ,  r e g a r d l e s s  o f  t h e  m a n n e r  in  w h ic h  i t  c h o o s e s  t o  m a i n t a i n  
r e q u ir e d  r e s e r v e  b a l a n c e s .

2 . T h e  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  r e c e i v i n g  s u c h  r e p o r t s  s h a l l  n o t i f y  t h e  
r e p o r t in g  d e p o s i t o r y  i n s t i t u t i o n  o f  i t s  r e s e r v e  r e q u i r e m e n t s .  W h e r e  a  p a s s 
t h r o u g h  a r r a n g e m e n t  e x i s t s ,  t h e  R e s e r v e  B a n k  o r  B r a n c h  w i l l  a l s o  n o t i f y  
t h e  c o r r e s p o n d e n t  p a s s in g  r e s e r v e s  t h r o u g h  t o  t h e  F e d e r a l  R e s e r v e  o f  t h e  
r e s p o n d e n t ' s  r e q u ir e d  r e s e r v e  b a l a n c e .

III. A c c o u n t  M a in t e n a n c e  1 * * IV.

1. A  c o r r e s p o n d e n t  t h a t  p a s s e s  t h r o u g h  r e q u ir e d  r e s e r v e  b a l a n c e s  o f  
r e s p o n d e n t s  s h a l l  m a in t a in  s u c h  b a l a n c e s  in  a  s i n g l e  c o m m i n g l e d  a c c o u n t  in
e a c h  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  in  w h o s e  t e r r i t o r y  i t s  r e s p o n d e n t ' s  
m a in  o f f i c e  is  l o c a t e d .  T h e  r e q u ir e d  r e s e r v e  b a l a n c e  o f  e a c h  
c o r r e s p o n d e n t ,  m a in t a in e d  a t  t h e  F e d e r a l  R e s e r v e  o f f i c e  f o r  t h e  t e r r i t o r y  
in  w h ic h  i t s  m a in  o f f i c e  is  l o c a t e d ,  s h a l l  b e  c o m m i n g l e d  in  a  s i n g l e  a c c o u n t  
w i t h  t h e  r e q u ir e d  r e s e r v e  b a l a n c e s  o f  i t s  r e s p o n d e n t s  w i t h  m a in  o f f i c e s  in  
t h e  c o r r e s p o n d e n t ' s  F e d e r a l  R e s e r v e  t e r r i t o r y .

2 . T h e  F e d e r a l  R e s e r v e  B o a r d  r e q u e s t s  c o m m e n t s  o n  a n  a l t e r n a t i v e  t o  t h e  
a b o v e  a c c o u n t  m a i n t e n a n c e  p r o c e d u r e .  U n d e r  t h i s  a l t e r n a t i v e ,  a  
c o r r e s p o n d e n t  w o u ld  m a i n t a i n  i t s  o w n  r e q u ir e d  r e s e r v e s  in  o n e  a c c o u n t  
w i t h  t h e  F e d e r a l  R e s e r v e  o f f i c e  in  w h o s e  t e r r i t o r y  i t s  m a in  o f f i c e  i s  
l o c a t e d .  T h e  c o r r e s p o n d e n t  w o u ld  m a i n t a i n  in  a  s e p a r a t e  a c c o u n t  r e q u ir e d  
r e s e r v e s  p a s s e d  t h r o u g h  f o r  r e s p o n d e n t s  w h o s e  m a in  o f f i c e  is  l o c a t e d  in  
t h a t  s a m e  F e d e r a l  R e s e r v e  t e r r i t o r y .  F o r  r e s p o n d e n t s  l o c a t e d  in  o t h e r  
F e d e r a l  R e s e r v e  t e r r i t o r i e s ,  t h e  c o r r e s p o n d e n t  w o u ld  m a in t a in  a  s e p a r a t e  
c o m m i n g l e d  a c c o u n t  f o r  p a s s in g  t h r o u g h  r e s p o n d e n t ' s  r e q u ir e d  r e s e r v e s  a t  
e a c h  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  in  w h o s e  t e r r i t o r y  t h e  r e s p o n d e n t ' s  
m a in  o f f i c e  is  l o c a t e d .

IV . R e s p o n s i b i l i t i e s  o f  P a r t i e s  t o  P a s s - t h r o u g h  A r r a n g e m e n t s

1 . T h e  r e s p o n s i b i l i t y  o f  m a in t a i n i n g  r e s e r v e  r e q u i r e m e n t s  is  w i t h  t h e  
in d iv id u a l  d e p o s i t o r y  i n s t i t u t i o n .  H o w e v e r ,  w h e r e  p a s s - t h r o u g h  
a r r a n g e m e n t s  e x i s t  f o r  p u r p o s e s  o f  r e s e r v e  m a i n t e n a n c e ,  t h e  c o r r e s p o n d e n t  
p a s s in g  t h r o u g h  r e s e r v e s  t o  t h e  F e d e r a l  R e s e r v e  s h a l l  b e  r e s p o n s i b l e  f o r  
a s s u r in g  t h e  m a i n t e n a n c e  o f  t h e  a p p r o p r ia t e  l e v e l  o f  i t s  r e s p o n d e n t ' s  
r e q u ir e d  r e s e r v e  b a l a n c e s  in  t h e  s a m e  m a n n e r  a s  i f  t h e  b a l a n c e s  w e r e  
m a in t a i n e d  b y  t h e  r e s p o n d e n t  d i r e c t l y  w i t h  a  R e s e r v e  B a n k  o r  B r a n c h .  
R e s e r v e  B a n k s  a n d  B r a n c h e s  w i l l  t r e a t  e a c h  c o r r e s p o n d e n t  a c c o u n t  a s  a  
s i n g l e  a c c o u n t  fo r  p u r p o s e s  o f  d e t e r m i n i n g  r e q u ir e d  r e s e r v e  d e f i c i e n c i e s ,  
im p o s in g  o r  w a iv in g  p e n a l t i e s  f o r  d e f i c i e n c i e s  in  r e q u ir e d  r e s e r v e s ,  p a y in g
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i n t e r e s t  o n  s u p p l e m e n t a l  r e s e r v e s ,  a n d  f o r  o t h e r  r e s e r v e  m a i n t e n a n c e  
p u r p o s e s .  H o w e v e r ,  c o r r e s p o n d e n t s  w i l l  b e  r e q u ir e d  t o  m a in t a in  r e c o r d s  in  
o r d e r  t o  p a s s  t h r o u g h  p e n a l t i e s  f o r  r e s e r v e  d e f i c i e n c i e s  o r  i n t e r e s t  o n  
s u p p l e m e n t a r y  r e s e r v e s  t o  in d iv id u a l  r e s p o n d e n t s  a s  i f  t h o s e  r e s p o n d e n t s  
h e ld  t h e i r  r e q u ir e d  b a l a n c e s  d i r e c t l y  w i t h  t h e  F e d e r a l  R e s e r v e .

2 . T h e  B o a r d 's  p r o p o s e d  R e g u l a t i o n  D  d o e s  n o t  c o n t e m p l a t e  t h e  i m p o s i t i o n  o f  
s u p p l e m e n t a l  r e s e r v e  r e q u i r e m e n t s  a t  t h i s  t i m e .  I f ,  h o w e v e r ,  s u p p l e m e n t a l  
r e s e r v e s  a r e  e v e r  r e q u ir e d  in  t h e  f u t u r e  t h e  F e d e r a l  R e s e r v e  w o u ld  c r e d i t  
e a r n in g s  o n  s u c h  b a l a n c e s  t o  t h e  p a s s - t h r o u g h  a c c o u n t s  m a in t a in e d  b y  t h e  
c o r r e s p o n d e n t .  A r r a n g e m e n t s  f o r  t h e  s u b s e q u e n t  d i s t r ib u t io n  o f  t h e  
e a r n in g s  w o u ld  b e  t h e  r e s p o n s i b i l i t y  o f  t h e  c o r r e s p o n d e n t  a n d  i t s  
r e s p o n d e n t ,  n o t  t h e  F e d e r a l  R e s e r v e .  If a  s u p p l e m e n t a l  r e s e r v e  
r e q u i r e m e n t  i s  e v e r  i m p o s e d ,  a n d  a  r e s e r v e  a c c o u n t  i s  d e f i c i e n t  in  t o t a l  
r e q u ir e d  r e s e r v e s ,  t h e  b a l a n c e s  m a i n t a i n e d  w i l l  b e  u s e d  f i r s t  t o  s a t i s f y  
b a s i c  r e s e r v e  r e q u i r e m e n t s ,  a n d  i f  a n y  u n u s e d  b a l a n c e s  r e m a in ,  t h e y  w i l l  b e  
u s e d  n e x t  t o  s a t i s f y  t h e  s u p p l e m e n t a l  r e s e r v e  r e q u i r e m e n t .  A  p e n a l t y  w i l l  
t h e n  b e  a s s e s s e d  f o r  a n y  r e m a in in g  d e f i c i e n c y  o n  t o t a l  r e q u ir e d  r e s e r v e  
b a l a n c e s .

3 . A  c o r r e s p o n d e n t  p a s s in g  t h r o u g h  a  r e s p o n d e n t ' s  r e s e r v e  b a l a n c e s  s h a l l  
m a i n t a i n  r e c o r d s  a n d  m a k e  r e p o r t s  a s  t h e  F e d e r a l  R e s e r v e  S y s t e m  r e q u i r e s  
in  o r d e r  t o  in s u r e  t h e  c o r r e s p o n d e n t ' s  c o m p l i a n c e  w i t h  i t s  r e s p o n s i b i l i t i e s  
f o r  t h e  m a i n t e n a n c e  o f  a  r e s p o n d e n t ' s  r e s e r v e  b a l a n c e s .  S u c h  r e c o r d s  s h a l l  
b e  a v a i l a b l e  t o  t h e  F e d e r a l  R e s e r v e  S y s t e m  a s  r e q u ir e d .  T h e  F e d e r a l  
R e s e r v e  S y s t e m  m a y  t e r m i n a t e  a n y  p a s s - t h r o u g h  r e l a t i o n s h i p  in  w h ic h  t h e  
c o r r e s p o n d e n t  i s  d e f i c i e n t  in  i t s  r e c o r d k e e p i n g  o r  o t h e r  r e s p o n s i b i l i t i e s .

4 . E a c h  F e d e r a l  R e s e r v e  B a n k  o r  B r a n c h  w i l l  p r o v id e  r e s e r v e  a c c o u n t  
s t a t e m e n t s  t o  t h e  d e p o s i t o r y  i n s t i t u t i o n s  m a i n t a i n i n g  r e q u ir e d  r e s e r v e s  o r  
t o  c o r r e s p o n d e n t s  p a s s in g  t h r o u g h  r e s e r v e  b a l a n c e s  t o  t h e  F e d e r a l  R e s e r v e .

V . S e r v i c e s

1 . A  d e p o s i t o r y  i n s t i t u t i o n  m a i n t a i n i n g  i t s  r e s e r v e  b a l a n c e s  o n  a  p a s s - t h r o u g h  
b a s i s  m a y  o b t a i n  a v a i l a b l e  F e d e r a l  R e s e r v e  S y s t e m  s e r v i c e s  d i r e c t l y  f r o m  
i t s  l o c a l  F e d e r a l  R e s e r v e  o f f i c e .  F o r  t h i s  p u r p o s e ,  t h e  p a s s - t h r o u g h  
a c c o u n t  in  w h ic h  a n  i n s t i t u t i o n ' s  r e q u ir e d  r e s e r v e  b a la n c e  is  m a i n t a i n e d  
m a y  b e  u s e d  b y  t h e  i n s t i t u t i o n  f o r  t h e  p o s t i n g  o f  e n t r i e s  a r i s i n g  f r o m  
t r a n s a c t i o n s  i n v o l v i n g  t h e  u s e  o f  s u c h  F e d e r a l  R e s e r v e  s e r v i c e s ,  i f  t h e  
p o s t i n g  o f  t h e  in d iv id u a l  t r a n s a c t i o n s  o r  t y p e s  o f  t r a n s a c t i o n s  h a v e  b e e n  
a u t h o r i z e d  b y  t h e  c o r r e s p o n d e n t  a n d  t h e  F e d e r a l  R e s e r v e .  F o r  e x a m p l e ,  
a c c e s s  t o  t h e  w ir e  t r a n s f e r ,  s e c u r i t i e s  t r a n s f e r ,  a n d  s e t t l e m e n t  s e r v i c e s  
t h a t  i n v o l v e  c h a r g e s  t o  t h e  c o m m i n g l e d  r e s e r v e  a c c o u n t  a t  t h e  R e s e r v e  
B a n k  o r  B r a n c h  w i l l  r e q u ir e  a u t h o r i z a t i o n  f r o m  t h e  c o r r e s p o n d e n t  a n d  t h e  
R e s e r v e  B a n k  f o r  a  s p e c i f i c  t r a n s a c t i o n  o r  f o r  t h e  t y p e  o f  t r a n s a c t i o n  t h a t  
i s  o c c u r r i n g .
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3.

[S E A L  ]

A c c o u n t s  a t  F e d e r a l  R e s e r v e  o f f i c e s  c o n s i s t i n g  o f  r e s p o n d e n t s '  r e s e r v e  
b a l a n c e s  w h ic h  a r e  p a s s e d  t h r o u g h  b y  a  c o r r e s p o n d e n t  t o  a  F e d e r a l  R e s e r v e  
B a n k  or  B r a n c h  a t  w h ic h  t h e  c o r r e s p o n d e n t  d o e s  n o t  m a i n t a i n  i t s  o w n  
r e q u ir e d  r e s e r v e  b a l a n c e  m a y  b e  u s e d  o n ly  f o r  t r a n s a c t i o n s  f o r  t h e  a c c o u n t  
o f  t h e  r e s p o n d e n t s .  A  c o r r e s p o n d e n t  w i l l  n o t  b e  p e r m i t t e d  t o  u s e  p a s s 
t h r o u g h  a c c o u n t s  m a in t a i n e d  o u t s i d e  o f  t h e  F e d e r a l  R e s e r v e  t e r r i t o r y  in  
w h ic h  t h e  c o r r e s p o n d e n t  m a i n t a i n s  i t s  o w n  r e q u ir e d  r e s e r v e s  f o r  p u r p o s e s  
o t h e r  t h a n  s e r v i n g  i t s  r e s p o n d e n t ' s  n e e d s .

In  o b t a in in g  F e d e r a l  R e s e r v e  s e r v i c e s ,  r e s p o n d e n t s  m a in t a in in g  t h e i r  
r e q u ir e d  r e s e r v e s  o n  a  p a s s - t h r o u g h  b a s i s  m a y  c h o o s e  t o  h a v e  e n t r i e s  
a r i s in g  f r o m  t h e  u s e  o f  F e d e r a l  R e s e r v e  s e r v i c e s  p o s t e d  t o  a n y  o f  t h e  
f o l l o w i n g  a c c o u n t s  m a in t a i n e d  a t  t h e  l o c a l  F e d e r a l  R e s e r v e  o f f i c e :  (1 )  t h e  
p a s s - t h r o u g h  r e s e r v e  a c c o u n t  in  w h ic h  i t s  r e q u ir e d  r e s e r v e s  a r e  m a i n t a i n e d ,  
(2 )  w i t h  t h e  p r io r  a u t h o r i z a t i o n  o f  a l l  p a r t i e s  c o n c e r n e d ,  t h e  r e s e r v e  
a c c o u n t  m a i n t a i n e d  b y  a n y  o t h e r  d e p o s i t o r y  i n s t i t u t i o n  a t  t h e  l o c a l  F e d e r a l  
R e s e r v e  o f f i c e ,  o r  (3 )  a  c l e a r i n g  a c c o u n t  m a i n t a i n e d  b y  t h e  r e s p o n d e n t  
i n s t i t u t i o n  d i r e c t l y  w i t h  i t s  l o c a l  F e d e r a l  R e s e r v e  o f f i c e .  A  s t a t e m e n t  
c o n c e r n i n g  t h e  c l e a r i n g  b a l a n c e  p r o c e d u r e  w i l l  b e  a n n o u n c e d  w h e n  t h e  
F e d e r a l  R e s e r v e  p u b l i s h e s  i t s  p r o p o s e d  p r i c in g  s c h e d u l e .

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  S y s t e m ,  J u n e  2 6 ,  1 9 8 0 .

( s ig n e d )  G r i f f i t h  L . G a r w o o d )  
G r i f f i t h  L . G a r w o o d  

D e p u t y  S e c r e t a r y  o f  t h e  B o a r d
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