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loan by a depository institution that 
has been made under a long-term com-
mitment of the depository institution 
to advance funds. For example, a 90-
day loan made under a five-year re-
volving line of credit may be sold to or 
placed with a third party by the deposi-
tory institution originating the loan. 
The depository institution originating 
the loan is obligated to renew the 90-
day note itself (by advancing funds to 
its customer at the end of the 90-day 
period) in the event the original partic-
ipant does not wish to renew the cred-
it. Since, under these arrangements, 
the depository institution is obligated 
to make another loan at the end of 90 
days (absent any event of default on 
the part of the borrower), the deposi-
tory institution selling the loan or par-
ticipation in effect must buy back the 
loan or participation at the maturity 
of the 90-day loan sold to or funded by 
the purchaser at the option of the pur-
chaser. Accordingly, these transactions 
bear the essential characteristics of a 
repurchase agreement and, therefore, 
are reportable and reservable under 
Regulation D. 

(c) Because many of these trans-
actions give rise to deposit liabilities 
in the form of promissory notes, ac-
knowledgments of advance or similar 
obligations (written or oral) as de-
scribed in § 204.2(a)(1)(vii) of Regulation 
D, the exemptions from the definition 
of deposit incorporated in that section 
may apply to the liability incurred by 
a depository institution when it offers 
or originates a loan strip facility. 
Thus, for example, loan strips sold to 
domestic offices of other depository in-
stitutions are exempt from Regulation 
D under § 204.2(a)(1)(vii)(A)(1) because 
they are obligations issued or under-
taken and held for the account of a 
U.S. office of another depository insti-
tution. Similarly, some of these trans-
actions result in Eurocurrency liabil-
ities and are reportable and reservable 
as such. 

[53 FR 24931, July 1, 1988]

§ 204.133 Multiple savings deposits 
treated as a transaction account. 

(a) Authority. Under section 19(a) of 
the Federal Reserve Act, the Board is 
authorized to define the terms used in 
section 19, and to prescribe regulations 

to implement and prevent evasions of 
the requirements of that section. Sec-
tion 19(b) establishes general reserve 
requirements on transaction accounts 
and nonpersonal time deposits. Under 
section 19(b)(1)(F), the Board also is au-
thorized to determine, by regulation or 
order, that an account or deposit is a 
transaction account if such account is 
used directly or indirectly for the pur-
pose of making payments to third per-
sons or others. This interpretation is 
adopted under these authorities. 

(b) Background. Under Regulation D, 
12 CFR 204.2(d)(2), the term ‘‘savings 
deposit’’ includes a deposit or an ac-
count that meets the requirements of § 
204.2(d)(1) and from which, under the 
terms of the deposit contract or by 
practice of the depository institution, 
the depositor is permitted or author-
ized to make up to six transfers or 
withdrawals per month or statement 
cycle of at least four weeks. The depos-
itory institution may authorize up to 
three of these six transfers to be made 
by check, draft, debit card, or similar 
order drawn by the depositor and pay-
able to third parties. If more than six 
transfers (or more than three third 
party transfers by check, etc.) are per-
mitted or authorized per month or 
statement cycle, the depository insti-
tution may not classify the account as 
a savings deposit. If the depositor, dur-
ing the period, makes more than six 
transfers or withdrawals (or more than 
three third party transfers by check, 
etc.), the depository institution may, 
depending upon the facts and cir-
cumstances, be required by Regulation 
D (Footnote 5 at § 204.2(d)(2)) to reclas-
sify or close the account. 

(c) Use of multiple savings deposits. De-
pository institutions have asked for 
guidance as to when a depositor may 
maintain more than one savings de-
posit and be permitted to make all the 
transfers or withdrawals authorized for 
savings deposits under Regulation D 
from each savings deposit. The Board 
has determined that, if a depository in-
stitution suggests or otherwise pro-
motes the establishment of or oper-
ation of multiple savings accounts with 
transfer capabilities in order to permit 
transfers and withdrawals in excess of 
those permitted by Regulation D for an 
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individual savings account, the ac-
counts generally should be considered 
to be transaction accounts. This deter-
mination applies regardless of whether 
the deposits have entirely separate ac-
count numbers or are subsidiary ac-
counts of a master deposit account. 
Multiple savings accounts, however, 
should not be considered to be trans-
action accounts if there is a legitimate 
purpose, other than increasing the 
number of transfers or withdrawals, for 
opening more than one savings deposit. 

(d) Examples. The distinction between 
appropriate and inappropriate uses of 
multiple accounts is illustrated by the 
following examples:

Example 1. (i) X wishes to open an account 
that maximizes his interest earnings but 
also permits X to draw up to ten checks a 
month against the account. X’s Bank sug-
gests an arrangement under which X estab-
lishes four savings deposits at Bank. Under 
the arrangement, X deposits funds in the 
first account and then draws three checks 
against that account. X then instructs Bank 
to transfer all funds in excess of the amount 
of the three checks to the second account 
and draws an additional three checks. Funds 
are continually shifted between accounts 
when additional checks are drawn so that no 
more than three checks are drawn against 
each account each month. 

(ii) Suggesting the use of four savings ac-
counts in the name of X in this example is 
designed solely to permit the customer to ex-
ceed the transfer limitations on savings ac-
counts. Accordingly, the savings accounts 
should be classified as transaction accounts. 

Example 2. (i) X is trustee of separate trusts 
for each of his four children. X’s Bank sug-
gests that X, as trustee, open a savings de-
posit in a depository institution for each of 
his four children in order to ensure an inde-
pendent accounting of the funds held by each 
trust. 

(ii) X’s Bank’s suggestion to use four sav-
ings deposits in the name of X in this exam-
ple is appropriate, and the third party trans-
fers from one account should not be consid-
ered in determining whether the transfer and 
withdrawal limit was exceeded on any other 
account. X established a legitimate purpose, 
the segregation of the trust assets, for each 
account separate from the need to make 
third party transfers. Furthermore, there is 
no indication, such as by the direct or indi-
rect transfer of funds from one account to 
another, that the accounts are being used for 
any purpose other than to make transfers to 
the appropriate trust. 

Example 3. (i) X opens four savings ac-
counts with Bank. X regularly draws up to 
three checks against each account and trans-

fers funds between the accounts in order to 
ensure that the checks on the separate ac-
counts are covered. X’s Bank did not suggest 
or otherwise promote the arrangement. 

(ii) X’s Bank may treat the multiple ac-
counts as savings deposits for Regulation D 
purposes, even if it discovers that X is using 
the accounts to increase the transfer limits 
applicable to savings accounts because X’s 
Bank did not suggest or otherwise promote 
the establishment of or operation of the ar-
rangement.

[57 FR 38427, Aug. 25, 1992]

§ 204.134 Linked time deposits and 
transaction accounts. 

(a) Authority. Under section 19(a) of 
the Federal Reserve Act (12 U.S.C. 
461(a)), the Board is authorized to de-
fine the terms used in section 19, and 
to prescribe regulations to implement 
and prevent evasions of the require-
ments of that section. Section 19(b)(2) 
establishes general reserve require-
ments on transaction accounts and 
nonpersonal time deposits. Under sec-
tion 19(b)(1)(F), the Board also is au-
thorized to determine, by regulation or 
order, that an account or deposit is a 
transaction account if such account is 
used directly or indirectly for the pur-
pose of making payments to third per-
sons or others. This interpretation is 
adopted under these authorities. 

(b) Linked time deposits and trans-
action accounts. Some depository insti-
tutions are offering or proposing to 
offer account arrangements under 
which a group of participating deposi-
tors maintain transaction accounts 
and time deposits with a depository in-
stitution in an arrangement under 
which each depositor may draw checks 
up to the aggregate amount held by 
that depositor in these accounts. Under 
this account arrangement, at the end 
of the day funds over a specified bal-
ance in each depositor’s transaction ac-
count are swept from the transaction 
account into a commingled time de-
posit. A separate time deposit is 
opened on each business day with the 
balance of deposits received that day, 
as well as the proceeds of any time de-
posit that has matured that day that 
are not used to pay checks or with-
drawals from the transaction accounts. 
The time deposits, which generally 
have maturities of seven days, are 
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