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Federal Reserve System

§ 204.3

(u) Teller’s check means a check
drawn by a depository institution on
another depository institution, a Federal Reserve Bank, or a Federal Home
Loan Bank, or payable at or through a
depository institution, a Federal Reserve Bank, or a Federal Home Loan
Bank, and which the drawing depository institution engages or is obliged
to pay upon dishonor.
(v) Clearing balance means the average balance held in an account at a
Federal Reserve Bank by an institution
over a reserve maintenance period to
satisfy its contractual clearing balance
with a Reserve Bank.
(w) Clearing balance allowance means
the greater of $25,000 or two percent of
an institution’s contractual clearing
balance.
(x) Contractual clearing balance means
an amount that an institution agrees
or is required to maintain in its account at a Federal Reserve Bank in addition to any reserve balance requirement. An institution that has a reserve
balance requirement of zero may still
have a contractual clearing balance.
(y) Eligible institution means—
(1) Any depository institution as described in § 204.1(c) of this part;
(2) Any trust company;
(3) Any corporation organized under
section 25A of the Federal Reserve Act
(12 U.S.C. 611 et seq.) or having an
agreement with the Board under section 25 of the Federal Reserve Act (12
U.S.C. 601 et seq.); and
(4) Any branch or agency of a foreign
bank (as defined in section 1(b) of the
International Banking Act of 1978, 12
U.S.C. 3101(b)).
(z) Excess balance means the average
balance held in an account at a Federal
Reserve Bank by or on behalf of an institution over a reserve maintenance
period that exceeds the sum of the required reserve balance and any clearing
balance.
(aa) Excess balance account means an
account at a Reserve Bank pursuant to
§ 204.10(d) of this part that is established by one or more eligible institutions through an agent and in which
only excess balances of the participating eligible institutions may at any
time be maintained. An excess balance
account is not a ‘‘pass-through account’’ for purposes of this part.

(bb) Required reserve balance means
the average balance held in an account
at a Federal Reserve Bank by or on behalf of an institution over a reserve
maintenance period to satisfy the reserve requirements of this part.
(cc) Targeted federal funds rate means
the federal funds rate established from
time to time by the Federal Open Market Committee.
[Reg. D, 45 FR 56018, Aug. 22, 1980, as amended at 46 FR 27092, May 18, 1981; 46 FR 32428,
June 23, 1981; 47 FR 44707, Oct. 12, 1982; 48 FR
28973, June 24, 1983; 51 FR 9632, 9635, Mar. 20,
1986; 52 FR 47694, 47695, Dec. 16, 1987; 55 FR
50541, Dec. 7, 1990; 56 FR 15494, Apr. 17, 1991;
57 FR 38427, Aug. 25, 1992; 57 FR 40598, Sept.
4, 1992; 61 FR 69025, Dec. 31, 1996; 63 FR 64841,
Nov. 24, 1998; 74 FR 25628, 25636, May 29, 2009]

§ 204.3 Reporting and location.
(a) Every depository institution, U.S.
branch or agency of a foreign bank, and
Edge or Agreement corporation shall
file a report of deposits (or any other
form or statement that may be required by the Board or by a Federal Reserve Bank) with the Federal Reserve
Bank in the Federal Reserve District in
which it is located, regardless of the
manner in which it chooses to maintain required reserve balances.
(b) A foreign bank’s U.S. branches
and agencies and an Edge or Agreement corporation’s offices operating
within the same State and the same
Federal Reserve District shall prepare
and file a report of deposits on an aggregated basis.
(c) For purposes of this part, the obligations of a majority-owned (50 percent
or more) U.S. subsidiary (except an
Edge or Agreement corporation) of a
depository institution shall be regarded as obligations of the parent depository institution.
(d) A depository institution, a foreign
bank, or an Edge or Agreement corporation shall, if possible, assign the
low reserve tranche and reserve requirement exemption prescribed in
§ 204.4(f) to only one office or to a group
of offices filing a single aggregated report of deposits. The amount of the reserve requirement exemption allocated
to an office or group of offices may not
exceed the amount of the low reserve
tranche allocated to such office or offices. If the low reserve tranche or reserve requirement exemption cannot be
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§ 204.4

12 CFR Ch. II (1–1–10 Edition)

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 accounts) or exemption (or reservable liabilities) 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 beginning of a reserve computation period.
(e) Computation of transaction accounts. 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 customer maintains multiple transaction
accounts with a depository institution,
overdrafts in one account pursuant to a
bona fide cash management arrangement are permitted to be netted
against balances in other related transaction accounts for reserve requirement purposes.
(f) The Board and the Federal Reserve Banks will not hold a passthrough correspondent responsible for
guaranteeing the accuracy of the reports of deposits submitted by its respondents.
(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 contains the location specified in the institution’s charter, organizing certificate, license, or articles of incorporation, or as specified by the institution’s
primary regulator, or if no such location is specified, the location of its
head office, unless otherwise determined by the Board under paragraph
(g)(2) of this section.
(2) If the location specified in paragraph (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 Reserve Act, or would impede the ability

of the institution to operate efficiently, the Board will determine the
Federal Reserve District in which the
institution is located, after consultation with the institution and the relevant Federal Reserve Banks. The relevant Federal Reserve Banks are the
Federal Reserve Bank whose District
contains the location specified in paragraph (g)(1) of this section and the Federal Reserve Bank in whose District
the institution is proposed to be located. In making this determination,
the Board will consider any applicable
laws, the business needs of the institution, the location of the institution’s
head office, the locations where the institution performs its business, and the
locations that would allow the institution, the Board, and the Federal Reserve Banks to perform their functions
efficiently and effectively.
[45 FR 56018, Aug. 22, 1980]
EDITORIAL NOTE: For FEDERAL REGISTER citations affecting § 204.3, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and on GPO Access.

§ 204.4 Computation of required reserves.
(a) In determining the reserve requirement 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 agencies of foreign banks and Edge and
Agreement corporations) may be deducted from the amount of gross transaction accounts. The amount that may
be deducted may not exceed the
amount of gross transaction accounts.
(b) United States branches and agencies 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 another United States office of the same
Edge or Agreement Corporation.
(c) Balances ‘‘due from other depository institutions’’ do not include balances due from Federal Reserve Banks,
pass-through accounts, or balances
(payable in dollars or otherwise) due
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