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REGULATION D, SERIES OP 1527 
(Superseding Regulat ion D of 1924) 

RESERVES OF MEMBER BASICS 

(As T e n t a t i v e l y Approved by Federal 
Reserve Board on June 31, 1927 . ) 

SECTION I . STATUTORY PROVISIONS 

Sect ion 19 of the Federal re serve act prov ides , in p a r t , as f o l l o w s : 

BANK RESERVES 
s h a l l 

Sec. 19. Demand d e p o s i t s wi th in the meaning of t h i s ac t / compr i se a l l de 
p o s i t s payable w i th in t h i r t y days, and time d e p o s i t s s h a l l comprise a l l 
d e p o s i t s payable a f t e r t h i r t y days, a l l sav ings accounts and c e r t i f i c a t e s 
of depos i t which are subjec t to not l e s s than t h i r t y days' n o t i c e b e f o r e 
payment, and a l l p o s t a l sav ings d e p o s i t s . 

Every bank, banking a s s o c i a t i o n , or t r u s t company which i s or which be-
comes a member of any Federal reserve bank s h a l l e s t a b l i s h and maintain 
reserve ba lances wi th i t s Federal re serve bank as f o l l o w s : 

(a) I f not in a reserve or c e n t r a l reserve c i t y , as no? or h e r e a f t e r de 
f i n e d , i t s h a l l hold and maintain wi th the Federal r e serve bank of i t s d i s 
t r i c t an ac tua l net balance equal to not l e s s than seven per centum of the 
aggregate amount of i t s demand d e p o s i t s and three per centum of i t s time 
d e p o s i t s . 

(b) I f in a re serve c i t y , as now or h e r e a f t e r d e f i n e d , i t sha.ll ho ld 
and maintain with the Federal reserve bank of i t s d i s t r i c t an a c t u a l net 
balance equal to not l e s s than ten per centum of the aggregate amount of 
i t s demand d e p o s i t s and three per centum of i t s time d e p o s i t s : Provided, 
however, That i f l o c a t e d in the o u t l y i n g d i s t r i c t s of a re serve c i t y or 
in t e r r i t o r y added to such a c i t y by the extens ion of i t s corporate charte 
i t may, upon the a f f i r m a t i v e vote of f i v e members of the Federal Reserve 
Board, ho ld and maintain the reserve ba lances s p e c i f i e d in paragraph (a) 
h e r e o f . 

( c ) I f in a c en tra l r e serve c i t y , as now or h e r e a f t e r d e f i n e d , i t s h a l l 
ho ld and maintain wi th the Federal re serve bank of i t s d i s t r i c t an ac tua l 
net ba lance equal to not l e s s than t h i r t e e n per centum of the aggregate 
amount of i t s demand d e p o s i t s and three per centum of i t s time d e p o s i t s : 
Provided, however, That i f l o c a t e d in the o u t l y i n g d i s t r i c t s of a c e n t r a l 
r e serve c i t y or in t e r r i t o r y added to such c i t y by the ex tens ion of i t s 
corporate char ter , i t may, upon the a f f i r m a t i v e vote of f i v e members of 
the Federal Reserve Board, ho ld and maintain the re serve ba lances s p e c i -
f i e d in paragraphs (a) or (b) t h e r e o f . 

* * # * * * * 

The required "balance carr ied by a member bank with, a Federal r e s e r v e 
bank may, under the r e g u l a t i o n s and subject to such p e n a l t i e s as may be 
prescr ibed by the Federal Reserve Board, be checked a g a i n s t and withdrawn 
"by such member bank f o r the purpose of meeting e x i s t i n g l i a b i l i t i e s : Pro-
v ided , however, That no bank s h a l l at any time make new loans or s h a l l 
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pay any dividends unless and "until the t o t a l balance required by law i s 
f u l l y restored. 

In est imating the balances required by th i s ac t , the net d i f f erence 
of amounts due to and from other banks s h a l l be taken as the b a s i s for 
ascerta in ing the depos i t s against which required balances with Federal 
reserve banks s h a l l be determined. 

The various Liberty bond acts (act of April 24, 1917, sec . 7; act of 
September 24, 1917, sec . 8; act of April 4, 1918, sec . 8) provide, in 
part , as fo l lows: 

That the provis ions * * * with reference to the reserves required to be 
kept by nat ional banking assoc ia t ions and other member banks of the Federal 
Reserve System, sha l l not apply -co deposi ts of public moneys by the United 
States in designated depos i tar ie s . 

SECTIOIT II . DEFINITIONS 

(a) Demand depos i t s . - The term 11 demand deposits" sha l l include a l l de-
p o s i t s which are payable within 30 days except "savings accounts," 11 time 
c e r t i f i c a t e s of deposit ," and "postal savings deposi ts ," as def ined below. 

(o) Time depos i t s . - The term "time deposits" sha l l include a l l "time 
depos i ts , open accounts," a l l "savings accounts," a l l "time c e r t i f i c a t e s of 
deposit ," and a l l "postal savings deposi ts ," as def ined below. 

(c) Time depos i t s , open accounts. - The term 11 time depos i t s , open ac-
counts" s h a l l mean depos i t s not evidenced by c e r t i f i c a t e s of deposit or 
savings pass books, in respect to which a writ ten contract i s entered into 
with the depositor at the time the deposit i s made that ne i ther the whole 
nor any part of such deposit may be withdrawn, by check or otherwise, ex-
cept on a given date, not l e s s than 30 days a f t e r the date of the deposi t , 
or on wri t ten n o t i c e which must be given by the depositor a cer ta in spec i -
f i e d number of days in advance, in no case l e s s than 30 days. 

(d) Savings accounts. - The term "savings accounts" s h a l l mean those 
deposi ts in respect to which -

sS^rSiaine^k"' c e r t i f i c a t e , or other s imilar form of rece ip t de l iver -
ed/by the depositor must ac tua l ly be presented to the bank whenever a with-
drawal i s made, 

(2) The depositor may at any time be required by the bank to give no t i ce 
of an intended withdrawal not l e s s than 30 days before a withdrawal i s made, 
and 

(3) The bank's printed regulat ions , accepted by the depositor at the 
time the account i s opened, include the above requirements. 

Deposits which are permitted to be withdrawn by check or otherwise, 
without the actual presentat ion of the pass-book, c e r t i f i c a t e , or other simi 
lar form of rece ip t whenever a withdrawal i s made, s h a l l not be considered 
"savings accounts" within the meaning of t h i s regulat ion. The re tent ion of 
the pass-book, c e r t i f i c a t e , or other similar form of r e c e i p t , or a duplicat 
of same, by the bank and the presentat ion of same by the bank to i t s e l f i s 
not an "actual presentation" within the meaning of t h i s regu la t ion . 

Deposits of one bank in another sha l l not in any case be considered 
"savings accounts" within the meaning of t h i s regulat ion . 

(e) Time c e r t i f i c a t e s of deposi t . - A "time c e r t i f i c a t e of deposit" i s 
def ined as a wri t ten instrument del ivered to and reta ined by the depositor 
evidencing the deposit xrith a bank, e i ther with or without i n t e r e s t , of a 
cer ta in sum s p e c i f i e d on the face of the c e r t i f i c a t e payable in whole or in 
part to the depositor or on h i s order -
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(1) On a certa in date, s p e c i f i e d on the c e r t i f i c a t e , not l e s s 
than 30 days a f t e r the date of the depos i t , or 

(2) After the lapse of a certa in s p e c i f i e d t ine subsequent to 
the date of the c e r t i f i c a t e , in no case less, than 30 dp.ys, or 

(3) Upon writ ten n o t i c e , which the bank may at Sb option require 
to be given a certa in s p e c i f i e d number of days, not l e s s than 30 days, 
before the date of repayment, and 

(4) In a l l cases only upon actual presentat ion of the c e r t i f i c a t e 
at each, withdrawal for proper indorsement of surrender. 
The re tent ion of the c e r t i f i c a t e , or a duplicate of same, by the bank 

and the presentat ion of same by the bank to i t s e l f i s not an "actual pres-
entation" within the meaning of this regulat ion. 

A c e r t i f i c a t e of deposit which i s o r i g i n a l l y a time deposit wi thin the 
meaning of t h i s regulat ion becomes a demand deposit when i t s actual maturi-
ty becomes l e s s than 30 days. 

' ( f ) Posta l savings depos i t s . - The term "postal savings deposits" sha l l 
mean deposi ts of pdsta l savings funds in banks under1 the terms of the pos-
t a l savings ac t , approved June 25, IS10, as amended. 

(g) Government deposits* - the term "Government deposits" sha l l mean 
deposi ts of public moneys by the United States in designated depos i tar i e s .? 

Deposits made by United States postmasters of Government funds, other 
than pos ta l savings deposits , received by them in their o f f i c i a l capacity , 
cons t i tu te "Government deposits" within the meaning of t h i s regulat ion and, 
when made in designated depos i tar ies , are exempt from the reserve require-
ments of sec t ion 19. The fo l lowing c l a s s e s of depos i t s , however, are not 
"Government deposits" within such meaning and are not exempt from reserve 

f requirements: 
(1) Deposits of Phi l ippine funds made by the Phi l ippine Government and 

carried under the t i t l e "Treasurer of the Phi l ippine Is lands cufrency re-
* serve fund account." 

(2) Deposits of Porto Rican funds made by the Porto Bican Government. 
(3) Deposits of Indian funds under the control of the Department of the 

In ter ior . 
(4) Deposits of States , count i e s^ or munic ipa l i t i e s . 
(5) Deposits of the United States Shipping Board and the Emergency 

Fleet Corporation. 

I 
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sec t ion . i i i . coliputatiok of r e s e r v e s 

(&) Amounts of reserves to be maintained., - -Every member bank of 
the Federal reserve system i s required by law to maintain on deposit 
with the Federal reserve bank of i t s d i s t r i c t an actual net balance 
equal to 3 per cent of i t s time deposi ts plus -

Seven per cent of i t s demand depos i t s i f not in a reserve or 
central reserve c i t y . 

Ten per cent of i t s demand deposi ts i f in a. reserve c i t y , ex-
cept that i f located in an out ly ing d is tr ic t® of a reserve c i t y , or 
in t e r r i t o r y added to- such c i t y by the extension of the c i t y ' s cor-
porate l i m i t s such bank may, upon the a f f i rmat ive vote of f i v e 
members of the Federal Reserve Board, be permitted to maintain 7 per 
cont reserves against i t s demand depos i t s . 

Thirteen per cent of its demand deposi ts i f located in a central 
reserve c i t y , except that i f located in an out ly ing d i s t r i c t of a 
central reserve c i t y or in t e r r i t o r y added to such c i t y by the ex-
tension of the c i t y ' s corporate l i m i t s , such bank may, upon the 
a f f i rmat ive vote of f i v e members of the Federal Reserve Board, be 
permitted to maintain 7 per cent or 10 per cent reserves against 
i t s demand depos i t s . 

Ho reserves are required to be maintained against Government de-
p o s i t s as def ined above. 

A member bank exerc i s ing trust powers need not carry reserves a-
gainst trust funds which i t keeps segregated and apart from i t s general 
a s s e t s or which i t deposi ts in another i n s t i t u t i o n to the c r e d i t of i t -
s e l f as trus tee or other f iduc iary . I f , however, such funds are mingled 
with the general a s s e t s of the bank, as permitted to nat ional banks un-
der authority of Section l l ( k ) of the Federal Reserve Act, a deposit 
l i a b i l i t y thereby a r i s e s against which reserves must be carr ied. In, com-
puting reserve requirements, trust funds deposited in a member bank/oahK to" 6 

the credi t of such other bank as trustee or other f iduc iary must be 
c l a s s i f i e d by the member bank as individual deposi ts rather than bank de-
pos i t s . . 

(b) Deductions allowed in computing reserves . - Member banks in de-
termining the amount against which reserves must be carr ied may deduct: 

The term "outlying d i s t r i c t" i s construed to mean that port ion of 
a c i t y which i s located outs ide o f , and at a considerable dis tance from, 
the recognized business and f i n a n c i a l center of such c i t y , and includes 
a l l suburban d i s t r i c t s . 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



x-4988 3 5 6 

(1) from gross demand deposits, a l l Government deposits as defined 
above. 

(2) From the amount of balances das to other banks, the amount of 
balances duo from other beaks (except federal reserve banks and foreign, 
banks), including in the amount due to other banks cer t i f i ed , cashiers', 
and treasurers' checks outstanding, and including in the amount due from 
other banks out of town items placed in the mail and charged to the ac-
count of correspondent banks, items with a federal reserve bank in 
process of col lection, checks drawn on banks located in the same c i t y , and 
exchanges for clearing houses. 

(c) Ava i lab i l i ty of checks &a reserve. - Checks forwarded to a Federal 
reserve bank for collection or credit can not be counted as part of the mini-
mum reserve balance to be carried by a member bank with i t s Federal reserve 
bank u n t i l such timp as may be specified in the appropriate time schedule 
referred to in Section IV of Regulation J. I f aunember bank draw against 
checks before such time, the draft w i l l be charged against i t s reserve bal -
ance i f Such balance be suf f ic ient in amount to pay i t ; but any result ing 
impairment of reserve balances w i l l be subject # a l l the penalties provided 
by the act , and by this Regulation. 

SBCTIOH IV. F w m i m fOH BSFICIMCISS bf wssmm 
Inasmuch as i t is essential that the law in respect to the maintenance by 

member banks of the required minimum reserve balance shal l be s t r i c t l y com-
p l ied with, the Federal Reserve Board, under authority vested in i t by sec-
tion 19 of the Federal Reserve Act, hereby prescribes the following rules 
governing deficiencies in reserves: 

1, Deficiencies in reserve balances of a l l member banks w i l l be computed 
on the basis of actual not deposit balances, tho required reserve balance 
of each member bank at the close of business each day being based on i t s 
net deposit balances at the close of business on the preceding business day; 

3# Penalties for such deficiencies w i l l be assessed monthly on the basis 
of actual dai ly deficiencies during the preceding month; 

3. Such penalties shal l be assessed at a basic rate of 2$ per annum a-
bove the Federal reserve bank discount rate on commercial paper; 

4. When a member bank has an actual deficiency in reserves for f i f t e e n 
or more days in any month,: there shall be assessed, in addition to the 
penalty at the basic ra te , a progressive penalty on dai ly reserve deficiencies, 
u n t i l such member bank has maintained the required reserves every day for a 
month. Such progressive penalty shall be at the rate of 1$6 for the f i r s t 
month and shall increase at the rate of 1# for each subsequent month there-
af ter in which the bank's actual reserves have been deficient for f i f t e e n days 
or more; provided that the maximum penalty charged shal l not exceed 10$; 

5. Whenever any member bank is subject to the maximum penalty of 10$, 
tho Federal Bo serve Agent shall promptly report tho fact to the Federal Reserve 
Board with a recommendation as to whether or not the Board should; 

(a^ In the case Of a national bank, diroct the Comptroller of thd Currency 
to brj^g suit to f o r f e i t the charter of such national bank under He "provisions 
of Section 2 of the Federal Reserve Act; or 

(b) I n tho case of a State member bank, inst i tu te proceedings to require 
such bqnk to surrender i t s stock in the Federal reserve bank end to f o r f e i t a l l 
f ights and privi leges of membership, pursuant to the provisions of Section 9 of 
the Federal Reserve Act; or 

(c) I n either case, to take such other action as the Federal Reserve A-
geaat may recommend or the federal Beserre Board may consider advisable. -Digitized for FRASER 
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SECTION V. IOANS MB DIVIDENDS WHILE 
RESERVES ARE DEFICIENT ' * ' 

I t i s unlawful for any member "bank the reserves of which are at any-
time d e f i c i e n t to make any new loans or pay any dividends u n l e s s and 
•until the t o t a l reserves required by law are f u l l y restored, and the 
payment of p e n a l t i e s for d e f i c i e n c i e s in reserves does not exempt mem-
ber banks from t h i s prohibi t ion of law. 

The Federal Reserve Agent in each D i s t r i c t s h a l l promptly report 
to the Federal Reserve Board any w i l f u l disregard of t h i s proh ib i t ion 
by member banks in h i s D i s t r i c t and sha l l in each case recommend whether 
or not the Board should: 

(a) In the case of a nat ional bank, d irec t the Comptroller of the 
Currency to bring s u i t to f o r f e i t the charter of such nat ional bank 
under theprovisions of Section 2 of the Federal Reserve Act; or 

(b) In the case of a State member bank, i n s t i t u t e proceedings to 
require such bank to surrender i t s stock in the Federal reserve bank and 
to f o r f e i t a l l r i g h t s and p r i v i l e g e s of membership pursuant to the pro-
v i s ions of Section 9 of the Federal Reserve Act; or 

(c) In e i ther case take such other act ion as the Federal Reserve Agent 
may recommend or the Federal Reserve Board may consider advisable . 
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