
FED ER A L R ESER VE BANK  
O F N E W  YO RK

November 18, 1980

RESERVE REQUIREMENTS 

Questions and Answers —  Fifth Series

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

Printed on the following pages is the fifth series of questions and answers regarding Regu
lation D, “ Reserve Requirements of Depository Institutions.” (The first, second, third and fourth 
series were sent to you on September 29, and October 8, 17 and 28, 1980.) These questions and 
answers were prepared by the legal staff of the Board of Governors of the Federal Reserve System 
and by the legal staff of the Federal Reserve Bank of New York in consultation with Board staff.

Institutions should note the following changes from previously published questions and answers:

(1 )  The answer to Question 23 under Transferability changes the answer to Question 20 
in the third series. The reason for the change is that the option to give a depositor a copy of the 
deposit agreement with the nontransferability legend vitiates the need for the exception contained 
in Question 20.

(2 )  The answer to Question 30 under Transaction Accounts allows ex post monitoring of 
savings accounts subject to the three-transfers-per-month limitation.

(3 )  The answer to Question 13 under Eurocurrency: Balances and Borrowings of Foreign 
Offices reverses the answer to Question 6 in the third series to allow foreign banks to include bal
ances due from Federal Reserve Banks in calculating their capital adequacy deduction.

(4 )  The answer to Question 13 under Balances Due to/Due From Depository Institutions 
requires checks drawn by institutions on zero balance accounts at other institutions to be reserved 
against as transaction accounts.

(5 )  The answer to Question 6 under Calculations and Reporting, concerning bona fide cash 
management accounts, reverses the answer to Question 18 under Transaction Accounts in the 
third series.

Additional questions regarding this material or other matters relating to Regulation D, reserve 
maintenance, or reporting requirements should be directed to the following:

Reporting Requirements
Richard J. Gelson, Assistant Vice President
Patricia H. Kuwayama, Manager, Statistics Department
Nancy Bercovici, Chief, Domestic Reports Division

(212) 791-7904 
(212) 791-6625 
(212) 791-5794

Reserve Maintenance and Pass-Through Procedures
Thomas J. Campbell, Accounting Officer
Jane L. Katz, Chief, Accounting Control Division
Patricia Lupack, Assistant Chief, Accounting Control Division
Robert J. McDonnell, Operations Officer (Buffalo Branch)

(212) 791-7769 
(212) 791-5250 
(212) 791-5249 
(716) 849-5022

Interpretation of Regulation D
Bradley K. Sabel, Assistant Counsel 
Raleigh M. Tozer, Senior Attorney 
Joyce E. Motylewski, Attorney

(212) 791-5033 
(212) 791-5009 
(212) 791-5037

A nthony  M . Solomon,
President.
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REGULATION D

Questions and Answers— Fifth Series

Transferability

22. Q: If a time or savings deposit is not evidenced by a cer
tificate or passbook, may the nontransferability legend 
appear on a disclosure statement given to the depositor 
by the institution at the time of opening the account?

A: Yes, under such circumstances the nontransferability
legend may appear in a disclosure statement required by 
Federal or State law or regulation that sets forth the 
terms of the deposit account.

23. Q: Personal savings and time accounts for which deposi
tors receive only monthly statements rather than 
passbooks or certificates of deposit are required to 
include the legend concerning nontransferability on 
the periodic statement if no contract, agreement or 
disclosure statement required by law is given to the 
depositor carrying the nontransferability legend. 
Instead of placing the legend on the statement itself, 
may the legend appear in a separate piece of paper 
mailed to the depositor along with the monthly state
ment?

A: No, the nontransferability legend must appear on a
document representing the account such as a certifi
cate, passbook, contract, disclosure statement, or 
periodic statement. A separate piece of paper 
enclosed with the monthly statement would not be a 
document representing the account.

Transaction Accounts

25. Q: Checks drawn by a foreign office of a bank on a domes
tic office of that bank must be included in the amount 
of officers' checks outstanding from the United States 
office. The amounts of such checks are reservable as 
transaction accounts. Many foreign banks do not have 
a communications system in place that would allow them 
to determine on a timely basis whether foreign branches 
have written checks on the United States office. Is 
there any de minimis amount of such checks outstanding 
that need not be reported in order that banks rarely 
having such checks outstanding need not set up such a 
communication system?
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A: No. In order to enforce domestic reserve requirements, 
it is necessary to require that these checks be reported 
and reserved against on the same basis as checks drawn 
by the United States office on itself.

26. Q: Many institutions allow Holiday and Club accounts to be 
opened by depositors in the name of another person. The 
purpose of this is that the other person is the one who 
will receive the funds in the account as a gift. Also, 
the account may be opened in the name of the depositor 
with an instruction that payment be made at maturity to 
another person. Does the fact that that other person is 
named on the account at the time of the opening of the 
account, or designated to receive payment, mean that the 
account is a transaction account?

A: No.

27. Q: Many credit unions receive payments from their share
holders' employers in two portions. One portion goes 
into the employee's own share account. The other por
tion is deposited in the credit union's commingled 
bills-payable account. The bills-payable account is 
used to pay bills of depositors on a preauthorized 
basis. For example, for all depositors whose Con Edison 
bills are paid by the credit union, the bills are paid 
from the funds in that account. These preauthorized 
transfers would make the share account a transaction 
account if the transfers were made from that account 
directly. Does this practice require the treatment of 
those share accounts as transaction accounts?

A: Yes. The use of a commingled account is the functional 
equivalent of making those transfers from the share 
accounts directly; the credit union is retaining those 
funds until payment is made to the creditors. To allow 
share accounts to avoid treatment as transaction 
accounts by the use of such a commingled account would 
create a large loophole in reserve coverage.

28. Q: Regulation E— Electronic Funds Transfers (12 C.F.R. 
Part 205)— requires that amendments to certain account 
agreements cannot be effective unless the customer is 
given 21 days' written notice. If a depository insti
tution desires to amend its account agreement to limit 
the number of preauthorized or telephone transfers to
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three or less per calendar month and the account is 
subject to the Regulation E notice requirement, when 
is the account agreement change effective for Regula
tion D reserve requirement purposes?

A: For purposes of reserve requirements, an amendment to
an account agreement is regarded as effective when sent 
by the depository institution. Accordingly, an account 
for which a Regulation E change of terms notice has 
been sent may be regarded as exempt from the definition 
of "transaction account" even though more than three 
transfers could be effected during the interim period 
until the Regulation E notice becomes effective.

29. Q: Is notification to customers required if a depository
institution desires to establish a limit on preautho
rized and telephone transfers of three per calendar 
month?

A: As a general matter, the Board has had a longstanding
position that customers should be notified in writing 
of any change in the terms of a deposit account that 
is adverse to the customer (12 C.F.R. § 217.148). The 
necessity of notifying customers of a limit imposed on 
telephone and preauthorized transfers depends on a num
ber of factors, including other regulatory requirements 
such as Regulations E and Q and those imposed under 
state law. A depository institution that has not 
explicitly provided in its deposit agreement or other 
representations the right of its depositors to make 
withdrawals by telephone may not necessarily have to 
send notice to its customers that such service will be 
limited in the future. However, a depository institu
tion that provides by written contract or agreement 
that telephone or preauthorized orders may be made 
would be required to notify each customer in writing 
of the change in terms. This notice, however, may be 
required by local law and disclosure requirements of 
other Federal and state regulatory requirements, not 
by Regulation D.

30. Q: If under the te 
permitted to ma 
rized transfers 
depository inst 
transfers? Is 
absolutely proh

rms of an account, a depositor is not 
ke more than three telephone or preautho 
per calendar month, what steps must a 

itution take to prevent more than three 
a fourth transfer in a calendar month 
ibited?
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A: As stated in the Federal Register preamble to Regula
tion D, "A depository institution is required to 
establish a system or other procedure to insure that no 
more than three [telephone or preauthorized] transfers 
are made during any calendar month from such accounts." 
(45 Fed. Reg. 56009) The purpose to be served by a 
monitoring system is to establish that it is not the 
practice of the depository institution (12 C.F.R.
§ 204.2(e)(6)) to allow more than three telephone or 
preauthorized transfers, notwithstanding a deposit con
tract term to that effect. A system under which a 
depository institution can identify prior to making a 
requested transfer whether the limit is being adhered 
to would meet this requirement.
An institution also is permitted to monitor on an ex 
post basis its accounts that have limited telephone and 
preauthorized transfer privileges. Under this proce
dure, an institution may determine which accounts made 
more than three transfers in a particular month. If 
the institution contacts the customer and informs him 
that the contract terms were violated and/or that the 
institution has other account services available if the 
customer desires an account for transaction purposes, 
this would indicate that it is not the practice of the 
institution to allow more than three transfers. Other 
factors that would be relevant in determining whether 
it is the practice of the institution to allow more than 
three telephone or preauthorized transfers per month 
under an e x post monitoring system would be the number 
of accounts that have restricted transfer privileges and 
the relative number that exceed the established limit.

It also is permissible for an institution to provide by 
contract that a fourth transfer in a calendar month will 
constitute an agreement by the customer to accept a new 
type of deposit account that allows unlimited telephone 
or preauthorized transfers. In this regard, a change in 
pricing in the new account may serve as a disincentive 
to customers making the fourth transfer. At the time 
the fourth transfer is made and into the future, the 
account would then be classified as a transaction 
account. (An institution may not establish an arrange
ment whereby a transaction account is converted to a 
nontransaction account because three or less transfers 
are made in a particular month.)
As an alternative approach to satisfy the three transfer 
per month rule, institutions may use a procedure of re
classifying as transaction accounts those accounts that
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Personal

26. Q:

A:

27. Q:

A:

28. Q:

incur more than three telephone or preauthorized trans
fers in a calendar month. Once an account is classified 
as a transaction account, then it may not revert to non
transaction account status.

and Nonpersonal Accounts

Many institutions often have a negative balance for a 
particular mortgagor in their mortgage escrow account. 
This comes about when taxes or other expenses must be 
paid by the institution on mortgaged property and the 
mortgagor is delinquent in making payment to the insti
tution. May such a negative balance reduce the amount 
of an institution's escrow account?
No. If an institution has such negative amounts for 
individual mortgagors, it must raise each of the nega
tive amounts to zero each day for purposes of reserve 
reporting.

If an institution marks on its records that a personal 
savings or time account has been used as collateral, 
can the account continue to be treated as a personal 
one?
Yes. The depositor continues to have the beneficial 
interest of the deposit while it is serving as col
lateral. This is so even if the institution changes 
the name on the account to that of the lender; such 
a transfer must occur in the case of savings accounts 
because otherwise the funds could be withdrawn from 
the account by the borrower. While the name is 
changed for this purpose, the account is transferred 
to the lender only as collateral, and accordingly it 
continues to be to the beneficial interest of the 
original owner unless foreclosed in the event of 
default.

The exceptions to nontransferability include a per
sonal account used as collateral for a loan. Can 
these accounts also be used as collateral for non-loan 
transactions? For example, such accounts may be used 
to collateralize an obligation to act as surety on a 
contract. Also, such accounts may be transferred to 
bail bondsmen.
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A: Yes. So long as the 
transfer an interest 
gation, he continues 
underlying funds and 
treated as personal.

intent of the depositor is to 
solely as collateral for an obli- 
to hold beneficial interest in 
the account may continue to be

29. Q: May a nontransferable deposit be used as collateral to
secure a loan made to someone other than the owner of 
the deposit?

A: Yes.

30. Q: Are time deposits issued to the Bureau of Indian Affairs
as custodian for an Indian tribe holding the entire bene
ficial interest in the funds personal or nonpersonal?

A: Such deposits are nonpersonal since an Indian tribe is
considered to be an organization or association.

Balances Due to/Due From Depository Institutions

11. Q: What is the proper treatment of a respondent depository
institution's reserves that are passed-through to a 
Federal Reserve Bank by the pass-through correspondent 
but are in excess of the amount required to satisfy 
reserve requirements?

A: As noted in the detailed reporting instructions, all
reserve balances passed through to the Federal Reserve 
by a correspondent on behalf of a respondent must be 
excluded from Item 8, "Demand Balances Due from Deposi
tory Institutions," of the respondent's FR 2900, even 
if a portion of the amount passed through on behalf 
of the respondent was in excess of the respondent's 
required reserves. On the other hand, a respondent may 
include as a "due from" any demand balances that it 
has at a correspondent that were not passed through 
by a correspondent to the Federal Reserve.

12. Q: Are "checking-type" accounts that a credit union main
tains at a corporate central to be included as a deduc
tion under Item 8, "Demand Balances Due from Depository 
Institutions," on the FR 2900?
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Only those accounts in the form of demand deposits (i .e ., 
payable on demand or with less than 14 days notice) that 
are due from a corporate central are to be included as a 
deduction under Item 8. If the corporate central reserves 
the right to require at least 14 days written notice be
fore an intended withdrawal, regardless of whether or not 
the corporate central actually exercises this right and 
regardless of how the credit union uses the account, such 
accounts do not meet the definition of demand deposits 
and, therefore, may not be included in Item 8.

13. Q: What is the proper treatment of a check drawn by a
depository institution on a zero balance account at a 
correspondent?

A: If a credit union, savings and loan association or other
depository institution draws checks on a zero balance 
account at a correspondent bank and remits funds when 
advised that the checks have been presented, then the 
amount of the checks represents an amount due to another 
depository institution. Although Regulation D (12 C.F.R, 
§ 204.2(b)(2)) provides that a check or draft drawn by a 
depository institution on another depository institution 
are not demand deposits, such rule applies only where 
the check or draft is drawn against a positive balance 
at another institution and would properly represent a 
reduction in an asset account. In the case of checks 
drawn on a zero balance account, a depository institu
tion is regarded as having issued a reservable liability,

Federal Funds

3. Q: Is the purchase of funds by a depository institution from
a nondepository institution reservable?

A: Yes, except for purchases from Article XII investment com
panies and other entities listed in Section 204.2(a)(1) 
(vii)(A) of Regulation D and in the Glossary to the 
instructions under "Exempt entities." Institutions such 
as private banks and American Express International Bank
ing Corporation may not sell reserve-free Federal funds.

Due Bills

3. Q: The securities collateralizing an outstanding due bill
must be of comparable maturity to the security covered
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by the due bill. What is a comparable maturity for this 
purpose?

A: All Treasury bills may be treated as of comparable matu
rity to each other. Other obligations that have maturi
ties within a range of time that is normally referred 
to as a common group may be substituted for each other.
In this regard, obligations that are referred to as "long 
term," for example, may be substituted for each other 
even though they might have maturities that vary by as 
much as ten years. This may be determined by common 
usage in the market place. Shorter term securities would 
have a narrower time range for the purpose of determining 
comparability of maturity. In determining the maturity 
comparability of two securities, maturity may be deter
mined on the basis of the time remaining to maturity of 
a particular obligation.

In determining common groups for this purpose, insti
tutions may use the following as ranges of time that 
comply with the above-described standard. In the case 
of Treasury notes and Treasury bonds, the comparable 
maturity range for Treasury notes is three years, and 
comparable maturity range for Treasury bonds is five 
years. Institutions are permitted to use the remaining 
period of time to maturity as the valid period of com
parison. Thus, if an institution has contracted to pur
chase a twenty-year bond with six years to run until 
maturity, it may use a thirty-year bond with four years 
remaining to maturity as collateral; the periods of time 
remaining to maturity are four years and six years 
respectively, and the two-year span is thus within the 
five-year time period. For municipal and corporate 
securities, the comparable maturity range is five years.

Pass-Throughs

4. Q; May a former member bank that is required to maintain 
reserves at the same level as a member bank pass the 
reserves through a correspondent?

A: Yes. Such a bank may maintain its reserve account
directly with the Reserve Bank or it may pass its 
reserves through a correspondent.

Q; If an institution is maintaining reserves on a pass
through basis and is closed by regulatory authorities,

5 .
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is the correspondent bank responsible for maintaining 
reserves for two weeks following that closing?

A: No. If the respondent is no longer capable of provid
ing reserves to be maintained, the correspondent is not 
liable for the amount of those reserves. In most cases, 
a closed institution's assets and liabilities are taken 
over by another institution, and as of that day during a 
computation period the new bank would be responsible for 
deposits that thereafter are on its books. In such a 
case, the maintenance of reserves for two weeks follow
ing the closing of a bank is not possible and reserves 
are not expected.

Eurocurrency: Balances and Borrowings from Foreign Offices

11. Q: A head office of a foreign bank opens a letter of credit
for a customer. That customer draws a draft under the 
letter, and the foreign bank's United States branch 
accepts it. The United States branch books an accep
tance outstanding, which is a liability account, and a 
due from parent account because the customer's obliga
tion is to the head office and not to the United States 
office. This would give a foreign bank an advantage in 
that the acceptance liability would not be reservable 
if the acceptance is eligible and the "due from" account 
would serve to reduce reservable "due to parent" accounts. 
Are these bookkeeping entries permissible?

A: No. Such entries would give a double benefit on the
transaction to foreign banks. The United States branch 
should show an entry due to customer, or it should show 
some kind of account due from its parent not reported 
in Column 3 of Form 2951. In addition, such an account 
should not be deducted from total assets in Column 4.

12. Q: Many United States offices of foreign banks set aside
an amount each year for city, state and Federal taxes. 
The amount is set aside from the profit that is calcu
lated by the office each year. Rather than remitting 
this amount to the parent as a profit, the amount is 
retained on the books of the United States office for 
purposes of paying these taxes, which are payable 
periodically during the following year. Must this 
account be treated as an amount due to parent?

A: Yes. The parent could have chosen to have those funds
remitted to it and then transfer those amounts back to 
the United States office at the time that taxes became 
due. By leaving those amounts on deposit at the United
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States office, it has allowed funds to remain available 
to the United States office during the time prior to 
their payment. Accordingly, for monetary policy pur
poses it is necessary to impose reserves on these funds.

13. Q: Are balances due from a Federal Reserve Bank to be sub
tracted from total assets in calculating a foreign bank's 
United States office's capital adequacy deduction?

A: No.

Miscellaneous

4. Q: Redeemed savings bonds are allowed to be treated as a 
cash item in process of collection if they are for
warded for collection at least every other day. Many 
institutions do not forward redeemed savings bonds 
until the end of a week. May they take a cash item 
deduction regardless of this?

A: No. If institutions do not follow the practice outlined 
in Regulation D, they may not take these items as a cash 
item deduction at any time. The demand deposits remain 
U.S. Government deposits until remitted.

Allocation by Foreign Banks and Edge 
Corporations of Low Reserve Tranche

1. Q: If the low reserve tranche is not being fully utilized 
by a foreign bank or an Edge or Agreement Corporation 
during each reserve computation period or is otherwise 
having an adverse impact on operations, can the alloca
tion of the tranche be changed?

A: Yes. In such a case, a foreign bank or Edge or Agreement 
Corporation may change its tranche allocation effective 
the reserve computation period beginning the first Thurs
day of any month. A request for a change in allocation 
must be filed (on a form that will be available from 
Reserve Banks) at least one week prior to the beginning 
of any such reserve computation period. The form should 
be filed with Reserve Banks in all districts in which the 
foreign bank or Edge or Agreement Corporation operates.

fO • lO Can the first of the annual changes in allocation of the 
$25 million low reserve tranche on transaction accounts 
for branches and agencies of a single foreign bank or 
for offices of an Edge or Agreement Corporation be made 
at the beginning of the 1981 calendar year?
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Yes. The allocation can be changed effective January 1, 
the first Thursday in January 1981.

3 . If an office (or group of offices filing a single aggre
gated report of deposits) now has net transaction 
accounts in excess of $25 million but it is anticipated 
that this amount will drop below $25 million during some 
reserve computation periods, is it necessary to allocate 
the entire low reserve tranche to this office?

A: No. In such a case, the initial allocation of the
tranche should take into account the anticipated minimum 
amount of net transaction accounts at each office during 
the year in order to avoid losing any portion of the low 
reserve tranche.

Calculations and Reporting

1. Q: Does Item 2, "U.S. Government Demand Deposits," apply
only to those institutions that have been designated 
as Treasury tax and loan depositories?

A: No. Regardless of whether or not an institution has
been designated as a depository, any institution that 
has deposit accounts subject to withdrawal on demand 
that are due to, or subject to control or regulation 
by, the U.S. Government must report such balances in 
Item 2. For example, any institution that withholds 
Federal income taxes, social security taxes, or other 
Federal tax payments from the salaries of its employ
ees must report the unremitted balance of such deposits 
in Item 2. However, TT&L note balances are not to be 
reported as deposits in this item or elsewhere on the 
report.

2. Q: How are time deposit ratios for old reserve require
ments to be calculated for member banks (and former 
member banks) that are involved in mergers subsequent 
to August 6, 1980?

A: The time deposit ratios for a combination of member banks
(or former member banks) will be calculated as a weighted 
average of the individual ratios. The weights are to be 
based on the daily average amount of time deposits for 
each of the institutions involved over the reserve compu
tation period immediately preceding the merger.
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For example, suppose that two member banks that had total 
time deposits of $15 million and $35 million and ratios 
of .0325 and .0340, respectively, merge subsequent to 
August 6, 1980. The required reserve ratio on time 
deposits for the merged bank would be (0.0325 x (15/50))
+ (0.0340 x (35/50)) = 0.03355.

3. Q: What is the definition of total deposits to be used to
determined whether quarterly reporters have exceeded $15 
million?

A: Gross deposits, the sum of Items 7, 12, and 15 on the
FR 2900, will be used to determine the continuing 
eligibility of quarterly reporters as set forth in Sec
tion 204.3(d)(3) of Regulation D.

4. Q: For c[e novo institutions, how will the amount of total
deposits be determined for purposes of quarterly report
ing?

A: All c3e novo nonmember institutions organized after
December 31, 1979, will be considered to be under $15 
million in total deposits and therefore eligible for 
quarterly reporting. All such institutions will be 
required to report in January 1981, along with all 
quarterly reporters. In order that those (3e novo non
member institutions whose total deposits are less than 
$2 million would not have to complete the entire deposits 
report for a week, we will try to work out an alternate 
reporting scheme for those institutions. Those c3e novo 
nonmember institutions that have less than $2 million 
in daily average gross deposits at that time will have 
reporting and reserve requirements deferred until May 
1981. Other c3e novo nonmember institutions will con
tinue to report quarterly until such time as daily aver
age gross deposits are $15 million or above for two 
consecutive quarterly reporting periods, at which time 
they would become weekly reporters.

De novo member banks organized after December 31, 1979, 
and before September 1, 1980, should already be report
ing weekly on the Report of Deposits and will continue 
reporting weekly until January 1981. De novo member 
banks organized between September 1, 1980, and October 30, 
1980, will begin reporting weekly as of October 30, 1980, 
and continue reporting weekly until January 1981. De 
novo member banks organized after October 30, 1980, will 
begin reporting weekly as of the date of organization and 
will continue reporting weekly until January 1981. Those 
de novo member banks that have daily average gross
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deposits of less than $15 million as of the first report
ing period in January 1980, may begin reporting quarterly 
at that time; those that have daily average gross deposits 
of $15 million or more must continue to report weekly.

5. Q: If a corporation presents a credit union with a check
drawn on another depository institution for the purpose 
of depositing in the credit union the corporation employ
ee's withheld savings from a payroll but does not provide 
the credit union with a listing showing the distribution 
of such withheld savings, how should the credit union 
report this transaction on the FR 2900?

A: The credit union should report the liability for the
deposited payroll savings in Item 3 (Other Demand) of 
the FR 2900 unless it determines from its past experience 
that all or a portion of such funds usually are treated 
otherwise. Thus, if a credit union finds that all such 
funds usually are credited to regular share accounts of 
natural persons, then the funds may be reported as per
sonal savings deposits and reserves are not required 
(note that funds credited to regular share accounts that 
are transaction accounts must be reported as transaction 
accounts). If the credit union found that its historical 
experience had been that twenty percent of such funds go 
to share draft accounts and the remainder to personal 
share accounts, then it may treat twenty percent of such 
funds each day as share draft accounts and the remainder 
as personal share accounts.
If the credit union does not use the above-described 
option, then the amount reported in Item 3 may be offset 
by the deduction for cash items in process of collection 
during the time required for the check to clear. After 
the check clears, the credit union is not entitled to the 
cash items in process of collection deduction from those 
funds. The payroll deposit remains in Other Demand and 
reserves must be held against the deposit until the funds 
are distributed to the proper members' accounts.

6. Q: The instructions to FR 2900 indicate that a bona fide
cash management arrangement must be evidenced by a prior 
written agreement between the reporting depository insti
tution and the customer authorizing transfers between 
transaction accounts of the customer. Does this mean 
that there must actually be a reduction on the books of 
the institution in order to reduce the balance by the 
overdraft amount for purposes of reserves?

A: An actual transfer on the books of the institution is
not necessarily required. Bona fide cash management
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purposes can be demonstrated in a number of situations. 
The fact that a depository institution has the ability 
to offset an overdraft with funds in another account 
is sufficient to serve the purposes of Regulation D.
A written agreement continues to be required in order 
to use the exception; however, the purpose of the 
agreement is simply to indicate the depositor's intent 
to serve a cash management purpose in having more than 
one demand account. Accordingly, the agreement need onl] 
state that (1) the multiple accounts are established to 
serve a cash management function and (2) the depositor 
acknowledges that the bank has the right of set-off 
against the positive balance in another demand account 
in the amount of the overdraft whenever an overdraft 
arises. Many institutions currently do not have agree
ments in place with depositors with cash management 
programs; institutions may continue to deduct over
drafts from positive balances of such depositors but 
must have an agreement in place by the end of this year.

7. Q: How are "loans in process" to be treated for purposes
of reporting on the FR 2900?

A; "Loans in process" arise in at least two different con
texts .
(1) Where a depository institution issues a cashier's 
check representing mortgage or other loan proceeds and 
delivers the check to a settlement agent in advance of 
the loan closing, the cashier's check represents a 
demand deposit and the amount of the check is reserv- 
able from time of issuance as a transaction account.

(2) Thrift institutions commonly have a liability 
"contra" account entited "loans in process" that 
represents unadvanced portions of construction loan 
commitments. Such commitments are contingent lia
bilities of the depository institution and are not
subject to reserves. When a portion of the loan com
mitment is advanced, a reservable liability would be 
created if disbursement were made by issuance of an 
officer's check or by credit to a deposit account.

8. Q: A depository institution ("seller") sells money orders
on consignment from a second depository institution 
("issuer"). Funds are not remitted to the issuer 
until it notifies the seller that the money orders 
have been received for payment and the funds are then 
remitted by the seller. How are the funds represent
ing the proceeds of the money order sale to be 
reported?

A
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A: The money order proceeds are a deposit of the selling
institution until remitted to the issuer. If the 
issuer is a depository institution, then the unremitted 
amount held by the seller represents a balance due to 
a depository institution.

9. Q: The instructions to Form FR 2900 for credit unions pro
vides under "Record-keeping":

"Note: If, according to your standard account
ing practices, closing balances for accounts 
reported on this report are not available on a 
daily basis, you may report the same closing 
balance for subsequent days provided that your 
closing balances for these accounts are updated 
at least once a week. For example, a credit 
union that uses a weekly batch system may have 
closing balances only as of each Friday. In 
this case, the balances for the preceding Fri
day should be reported for Thursday of the 
current computation week; the balances for 
Friday of the current computation week should 
be reported not only for Friday but also for 
the following Saturday, Sunday, Monday, Tues
day, and Wednesday, and for the first Thursday 
of the next computation period."

Does this reporting principle apply to other similarly 
situated depository institutions?

A: Yes. If a depository institution posts its general
ledger daily or generates a daily balance sheet, then 
all amounts reported for reserve requirements purposes 
on the FR 2900 must be updated daily. However, as indi
cated above, if it is the accepted accounting practice 
and standard for a particular segment of the industry to 
post the general ledger less frequently than daily, then 
weekly updating is permitted.

10. Q: Are depository institutions that have zero reserve
requirements required to report deposit and other data 
to the Federal Reserve?

A: Yes. All depository institutions, including "bankers'
banks," are required to submit data on From FR 2900 in 
accordance with Regulation D.
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