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exceed the amount of the low reserve 
tranche allocated to such office or of-
fices. If the low reserve tranche or re-
serve requirement exemption cannot be 
fully utilized by a single office or by a 
group of offices filing a single report of 
deposits, the unused portion of the 
tranche or exemption may be assigned 
to other offices or groups of offices of 
the same institution until the amount 
of the tranche (or net transaction ac-
counts) or exemption (or reservable li-
abilities) is exhausted. The tranche or 
exemption may be reallocated each 
year concurrent with implementation 
of the indexed tranche and exemption, 
or, if necessary during the course of 
the year to avoid underutilization of 
the tranche or exemption, at the begin-
ning of a reserve computation period. 

(e) Computation of transaction ac-
counts. Overdrafts in demand deposit or 
other transaction accounts are not to 
be treated as negative demand deposits 
or negative transaction accounts and 
shall not be netted since overdrafts are 
properly reflected on an institution’s 
books as assets. However, where a cus-
tomer maintains multiple transaction 
accounts with a depository institution, 
overdrafts in one account pursuant to a 
bona fide cash management arrange-
ment are permitted to be netted 
against balances in other related trans-
action accounts for reserve require-
ment purposes. 

(f) The Board and the Federal Re-
serve Banks will not hold a pass- 
through correspondent responsible for 
guaranteeing the accuracy of the re-
ports of deposits submitted by its re-
spondents. 

(g)(1) For purposes of this section, a 
depository institution, a U.S. branch or 
agency of a foreign bank, or an Edge or 
Agreement corporation is located in 
the Federal Reserve District that con-
tains the location specified in the in-
stitution’s charter, organizing certifi-
cate, license, or articles of incorpora-
tion, or as specified by the institution’s 
primary regulator, or if no such loca-
tion is specified, the location of its 
head office, unless otherwise deter-
mined by the Board under paragraph 
(g)(2) of this section. 

(2) If the location specified in para-
graph (g)(1) of this section, in the 
Board’s judgment, is ambiguous, would 

impede the ability of the Board or the 
Federal Reserve Banks to perform 
their functions under the Federal Re-
serve Act, or would impede the ability 
of the institution to operate effi-
ciently, the Board will determine the 
Federal Reserve District in which the 
institution is located, after consulta-
tion with the institution and the rel-
evant Federal Reserve Banks. The rel-
evant Federal Reserve Banks are the 
Federal Reserve Bank whose District 
contains the location specified in para-
graph (g)(1) of this section and the Fed-
eral Reserve Bank in whose District 
the institution is proposed to be lo-
cated. In making this determination, 
the Board will consider any applicable 
laws, the business needs of the institu-
tion, the location of the institution’s 
head office, the locations where the in-
stitution performs its business, and the 
locations that would allow the institu-
tion, the Board, and the Federal Re-
serve Banks to perform their functions 
efficiently and effectively. 

[45 FR 56018, Aug. 22, 1980] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 204.3, see the List of CFR 
Sections Affected, which appears in the 
Finding Aids section of the printed volume 
and at www.fdsys.gov. 

§ 204.4 Computation of required re-
serves. 

(a) In determining the reserve re-
quirement under this part, the amount 
of cash items in process of collection 
and balances subject to immediate 
withdrawal due from other depository 
institutions located in the United 
States (including such amounts due 
from United States branches and agen-
cies of foreign banks and Edge and 
Agreement corporations) may be de-
ducted from the amount of gross trans-
action accounts. The amount that may 
be deducted may not exceed the 
amount of gross transaction accounts. 

(b) United States branches and agen-
cies of a foreign bank may not deduct 
balances due from another United 
States branch or agency of the same 
foreign bank, and United States offices 
of an Edge or Agreement Corporation 
may not deduct balances due from an-
other United States office of the same 
Edge or Agreement Corporation. 
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(c) Balances ‘‘due from other deposi-
tory institutions’’ do not include bal-
ances due from Federal Reserve Banks, 
pass-through accounts, or balances 
(payable in dollars or otherwise) due 
from banking offices located outside 
the United States. An institution exer-
cising fiduciary powers may not in-
clude in balances ‘‘due from other de-
pository institutions’’ amounts of trust 
funds deposited with other banks and 
due to it as a trustee or other fidu-
ciary. 

(d) For institutions that file a report 
of deposits weekly, required reserves 
are computed on the basis of the insti-
tution’s daily average balances of de-
posits and Eurocurrency liabilities dur-
ing a 14-day computation period ending 
every second Monday. 

(e) For institutions that file a report 
of deposits quarterly, required reserves 
are computed on the basis of the insti-
tution’s daily average balances of de-
posits and Eurocurrency liabilities dur-
ing the 7-day computation period that 
begins on the third Tuesday of March, 
June, September, and December. 

(f) For all depository institutions, 
Edge and Agreement corporations, and 
United States branches and agencies of 
foreign banks, required reserves are 
computed by applying the reserve re-
quirement ratios below to net trans-
action accounts, nonpersonal time de-
posits, and Eurocurrency liabilities of 
the institution during the computation 
period. 

Reservable liability Reserve requirement 

NET TRANSACTION ACCOUNTS: 
$0 to reserve requirement exemption amount ($10.7 million) .................... 0 percent of amount. 
Over reserve requirement exemption amount ($10.7 million) and up to 

low reserve tranche ($58.8 million).
3 percent of amount. 

Over low reserve tranche ($58.8 million) .................................................... $1,443,000 plus 10 percent of amount over 
$58.8 million. 

Nonpersonal time deposits ......................................................................... 0 percent. 
Eurocurrency liabilities ................................................................................ 0 percent. 

[Reg. D, 74 FR 25637, May 29, 2009, as amend-
ed at 74 FR 52875, Oct. 15, 2009; 75 FR 65564, 
Oct. 26, 2010] 

§ 204.5 Maintenance of required re-
serves. 

(a)(1) A depository institution, a U.S. 
branch or agency of a foreign bank, and 
an Edge or Agreement corporation 
shall maintain required reserves in the 
form of vault cash and, if vault cash 
does not fully satisfy the institution’s 
required reserves, in the form of a bal-
ance maintained 

(i) Directly with the Federal Reserve 
Bank in the Federal Reserve District in 
which the institution is located, or 

(ii) With a pass-through cor-
respondent in accordance with 
§ 204.5(d). 

(2) Each individual institution sub-
ject to this part is responsible for satis-
fying its reserve balance requirement, 
if any, either directly with a Federal 
Reserve Bank or through a pass- 
through correspondent. 

(b)(1) For institutions that file a re-
port of deposits weekly, the balances 

that are required to be maintained 
with the Federal Reserve shall be 
maintained during a 14-day mainte-
nance period that begins on the third 
Thursday following the end of a given 
computation period. 

(2) For institutions that file a report 
of deposits quarterly, the balances that 
are required to be maintained with the 
Federal Reserve shall be maintained 
during each of the 7-day maintenance 
periods during the interval that begins 
on the fourth Thursday following the 
end of the institution’s computation 
period and ends on the fourth Wednes-
day after the close of the institution’s 
next computation period. 

(c) Cash items forwarded to a Federal 
Reserve Bank for collection and credit 
shall not be counted as part of the re-
serve balance to be carried with the 
Federal Reserve until the expiration of 
the time specified in the appropriate 
time schedule established under Regu-
lation J, ‘‘Collection of Checks and 
Other Items by Federal Reserve Banks 
and Funds Transfers Through Fedwire’’ 
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