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To All Depository Institutions, and Branches and Agencies 
of Foreign Banks, in the Second Federal Reserve District:

The current instructions for Form FR2900, the Weekly Report of Transactions, under 
Regulation D require a written agreement between a reporting institution and a depositor 
before the institution may deduct overdrafts in one transaction account from balances in 
other transaction accounts of the same depositor that are part of a bona fide cash management 
program. Normally an institution may not reduce the total amount of its transaction accounts 
by the amount of overdrafts in such accounts. However, an exception allows an overdraft in 
one account to be subtracted for reserve purposes from the positive balance in another account 
if the accounts are part of a bona fide cash management program.

Many institutions have questioned whether a written agreement is necessary in order to 
implement the purposes of the exception. As a result, the Legal Division of the Board of 
Governors of the Federal Reserve System has issued an interpretation containing new guide
lines for determining whether two accounts may be found to be part of a bona fide cash manage
ment program. Because of the high degree of interest shown by many depository institutions 
in this issue, we are informing you of this new interpretation by means of this circular.

A cash management program can be regarded as bona fide if there is some indication that 
the depositor intends to use two or more checking accounts in order to control receipts and 
disbursements more accurately. For example, establishing one account for receipts and another 
account for disbursements normally would constitute a bona fide cash management program. 
However, establishing one account for payroll and another account to handle both receipts and 
disbursements normally would not be considered a bona fide cash management program. An 
institution may not subtract an overdraft in one account from a positive balance in another 
account of the same depositor primarily in order to reduce its total reserve requirement.

If an institution is treating two or more accounts of a depositor as part of a bona fide cash 
management program, it should be prepared to present to the Federal Reserve or to financial 
institution examiners upon request some indication that the accounts in fact are part of such a 
program. This may be done in one of several ways. For instance, there may be a written agree
ment with the depositor to that effect, or the pattern of transactions in the accounts may 
furnish such an indication. In order to provide flexibility to institutions, the Board’s Legal 
Division does not want to specify a particular method by which institutions must verify this 
indication.

The Board’s staff has also interpreted the bona fide cash management exception to be 
applicable to accounts of different corporations so long as the corporations are controlled by the 
same parent corporation and the accounts are operated by the same person (for example, the 
parent corporation’s treasurer or controller). The above guidelines would have to be complied 
with in the same manner in order for such accounts to be treated as bona fide cash management 
accounts.

Questions about this matter may be directed, at this Bank, to Kathleen A. O’Neil, 
Accounting Officer (Tel. No. 212-791-7768). Future revisions of the instructions for Form 
FR2900 will reflect this interpretation in place of the superseded rule.

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