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Regulation D – Monetary Reserve and Reporting Requirements

Introduction
The Federal Reserve Board’s (FRB) Regulation D became effective in 1980 and contains four
primary provisions that affect depository institutions, including natural person credit unions, with
more than $12.4 million in net transaction accounts. First, credit unions may be required to
maintain reserves, which are commonly referred to as “sterile reserves” because the funds held
in these reserve accounts do not earn interest. Second, credit unions may have to place limits
on certain deposit accounts in order to avoid having to reserve against those accounts. Third,
credit unions are required to impose certain penalties for early withdrawal from time deposit
accounts in order to avoid having to reserve against the time deposit. Fourth, credit unions may
be required to report account information to the FRB.
The FRB updates the provisions of Regulation D on a yearly basis.
Background
Regulation D controls how credit unions define certain terms and conditions of deposit
accounts, since the characteristics of the accounts determine whether the credit union must
reserve against the accounts. The following accounts are subject to Regulation D reserve
requirements: transaction accounts, time deposits, savings accounts, and Eurocurrency
deposits.
Transaction Accounts. For purposes of Regulation D, “transaction accounts” are defined as
those accounts that allow unlimited third party transfers and do not impose early withdrawal
penalties. The following types of accounts, for example, are transaction accounts:






Demand Deposits
Share Draft/Checking Accounts
Automatic Transfer Service (ATS) Accounts
Telephone Transfer Accounts
Negotiable Order of Withdrawal (NOW) Accounts

Time Deposits. “Time deposits” are defined as accounts where the member does not have the
right to withdraw funds during the first six days from the date of the last deposit, unless the
deposit is subject to an early withdrawal penalty. Share certificate accounts are examples of
time deposits. Any time deposit that authorizes the depositor to exceed the transfer/withdrawal
limits will be classified as a transaction account subject to reserve requirements. Also, every
share certificate for a natural person member must contain a specific statement that it is “Not
transferable” in order to be classified as a personal time deposit, which is not subject to reserve
requirements. While Regulation D sets a minimum penalty for early withdrawal, credit unions

may establish a higher penalty. However, there are some exceptions to the early withdrawal
penalty, including:







Upon the death of the time deposit (share certificate) owner;
When the owner is ruled by a court to be legally incompetent;
When the time deposit is maintained in an IRA, Keogh or 401(k) plan, and all of the
funds are paid within 7 days of opening the account;
When the time deposit is maintained in an IRA, Keogh or 401(k) plan, and the member
reaches 59 ½ or is disabled;
When the owner of the time deposit is in danger of losing its share insurance due to the
merger of two federally-insured credit unions; and
When a time deposit is withdrawn within 10 days after a specified maturity date, even if
the certificate contract provides for automatic renewal at maturity.

Savings Accounts. For the purposes of Regulation D, “savings accounts” are defined as those
accounts where the member may, at any time, be required by a credit union to give written
notice of an intention to withdraw funds. Regular share accounts and money market accounts
are included in the definition of a savings account. Regulation D imposes a six
transfer/withdrawal limit on savings accounts, which includes the following types of transactions:




Preauthorized or automatic withdrawals;
Telephone transfers; or
Transfers initiated by personal computer to another account at the same credit union or
to a third party during a calendar month or statement cycle.

Transactions not included in the six transfer/withdrawal limit are as follows:




Credits to an account;
Transfers from a credit union account to the same credit union for purposes of repaying
loans and associated expenses; and
Transfers or withdrawals the member makes in person, through an ATM, by mail, by
messenger, or by telephone (which results in the mailing of a share draft/check to the
member).

In order to ensure that no more than the permitted number of transfers/withdrawals are made
from a share/savings account, the credit union must either prevent transfers/withdrawals that
would be in excess of the transfer limitations, or adopt procedures to monitor those transfers
and contact members who exceed the established limits on more than one occasion. For
members who continue to violate the limits after they have been contacted by the credit union,
the credit union must either close the account and place the funds in another account that the
member is eligible to maintain, or take away the transfer and draft capabilities of the account.
Eurocurrency Liabilities. This category of deposits is subject to reserves, but only applies to
those depository institutions that collect funds from foreign sources or that have foreign
branches. The current reserving level is set at 0%.
Reserve Requirements
The new Reserve Requirements are as follows:
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Up to $12.4 million in net transactions (the Exempt from reserve requirements
reserve requirement exemption amount)
Between $12.4 and $79.5 million
3% reserve requirement
Over $79.5 million (the low reserve tranche)
$2,013,000 plus 10% of the amount over
$79.5 million

Reporting Requirements
Total deposits at or below $12.4 million

Exempt from reporting if deposits can be
estimated from other data resources
Net transaction accounts greater than the Must file the Annual Report of the Total
exemption amount of $12.4 million, with total Deposits and Reserve Liabilities
deposits less than $1.628 billion
Institutions with net transaction accounts over Must file the Report of Transaction Accounts,
$12.4 million with total deposits below $290.5 Other Deposits and Vault Cash FR 2900
million
quarterly
Institutions with net transaction accounts over Must file the Report of Transaction Accounts,
$12.4 million with total deposits at or above Other Deposits and Vault Cash FR 2900 on a
$290.5 million, or net transaction accounts of weekly basis.
$12.4 million or less, but have total deposits of
at least $1.628 billion

It should be noted that certain institutions that obtain funds from non-U.S. sources, have foreign
branches, or have international Bank Funds, are still required to file the Report of Certain
Eurocurrency Transactions at the same regularity as they file the form FR 2900.
The FRB may also require a depository institution to make weekly reports, regardless of the
amount of those outlined above, if that institution manipulates its total deposits and other
reserve liabilities so as to only be subject to quarterly reporting requirements. Furthermore,
weekly reports will be required if an institution that reports quarterly understates its reservable
liabilities or the amount of deductions allowed.
Compliance Dates
Institutions reporting weekly

Institutions reporting quarterly

Low reserve tranche adjustment and the
reservable liabilities exemption adjustment will
apply to the 14-day reserve computation
period beginning Tuesday, November 27,
2012, and the corresponding 14-day reserve
maintenance period that begins Thursday,
December 27, 2012.
Low reserve tranche adjustment and the
reservable liabilities exemption adjustment will
apply to the 7-day reserve computation period
beginning Tuesday, December 18, 2012, and
the corresponding 7-day reserve maintenance
period that begins Thursday, January 17,
2013.
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All depository institutions

Non-exempt deposit cutoff level, the reserve
requirement exemption amount, and the
reduced reporting limit will be used for 2012
deposit report screening for the 12 month
period beginning either June or September
2013.

This edition of OPS NOTES was prepared by the Michigan Credit Union League.
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