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Amendment to Regulation Y 
and Reprinting o f Regulations E and Q

To All Banks, and Others Concerned,
in the Second Federal Reserve District:

Enclosed is a copy of an amendment, effective July 1, 1960, to 
Regulation Y  (Bank Holding Companies) of the Board of Governors 
of the Federal Reserve System. The amendment provides for publica
tion in the Federal Register of a notice of receipt of each application 
for acquisition of bank shares or assets under Section 4 of the regula
tion, such notice to contain information on the application and to allow 
time for the submission of written comments or views. The amend
ment also contains a provision requiring the submission of four copies 
of each application, instead of three, if the application involves both 
a national bank and a State bank.

Also enclosed for those on our mailing list to receive them are 
copies o f Regulations E and Q, and the Supplement to Regulation Q, 
which have been reprinted only to incorporate outstanding amendments 
and to conform with the style of the Code of Federal Regulations.

Additional copies of any of the enclosures will be furnished upon 
request.

A l f r e d  H a y e s ,

President.
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BANK HOLDING COMPANIES

AMENDMENT TO REGULATION Y

ISSU E D  B Y  T H E  B O A R D  O F  G O V E R N O R S  O F  T H E  F E D E R A L  R E S E R V E  S Y S T E M

E ffective July 1, I960, paragraphs (d) and ( e )  o f section  4 o f Regu
lation Y are amended to read as follow s:

(d ) Submission o f  app lica tion s.-A n  application for approval by the 
Board o f any transaction requiring such approval under paragraph (a) 
o f  this section shall be filed with the Federal R eserve Bank.* Three 
cop ies  o f such application shall be filed except where, pursuant to 
the provisions o f paragraph (e )  o f  this section , cop ies  o f the appli
cation are required to be transmitted to both the Comptroller o f the 
Currency and the appropriate State supervisory authority, in which 
circum stances four cop ies o f the application shall be filed. The 
application shall be filed not. le s s  than 60 days before the date on 
which it is proposed that the transaction requiring approval be con
summated. 3 However, the Board in its discretion may, upon good 
cause shown, accept an application although submitted within such 
period o f  60 days. A separate application shall be filed with respect 
to each bank the voting shares or assets  o f which are sought to be 
acquired by an existing bank holding company or nonbanking sub
sidiary thereof.

(e )  Procedure on applications.— (1) A Federal R eserve Bank re
ceiving an application under this section will retain one copy thereof 
and will forward all other cop ies  to the Board. If either the applicant 
or the bank the voting shares or assets o f which are sought to be 
acquired is a national bank or a D istrict bank, the Board will trans
mit a copy o f the application to the Comptroller o f the Currency. 
If either the applicant or the bank the voting shares or assets o f

* T h e  term " F e d e r a l  R e s e rve  B a n k " ,  as used herein ,  means the Federal 
R e se rve  Bank of the Fed eral R eserve  d i s t r ic t  in w hich the a p p lic a n t  has 
its  pr in cip al off ice.

3 In some cases it may not be p o s s ib le  for the Board to act  upon an 
ap p lica t io n  w ith in  such period of 60 da ys  and th is  requirement should not 
be regarded as suggesting  that the Board w i l l  act upon all a p p lica t io n s  w it h 
in that period of time, a l though every  effort w i l l  be made to expe dite  such 
action.Digitized for FRASER 
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which are sought to be acquired is  a State bank, the Board will trans
mit a copy o f the application to the bank supervisory authority o f 
the State in which such bank is located.

(2) Follow ing the receipt o f an application under this section , 
the Board will publish in the Federal Register a notice o f such re
ceipt, stating the names and addresses o f the applicant and the bank 
or banks involved, indicating the general nature o f  the proposed 
transaction, and allowing 30 days (or a shorter period in exceptional 
circum stances) for the submission o f written comments or view s. 
Such comments or view s shall be submitted to the Board or to the 
Federal R eserve Bank for transmission to the Board.
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BO AR D O F GOVERNORS  

o f the

FEDERAL RESERVE SYSTEM

PURCHASE OF WARRANTS

'W

REGULATION E 
(1 2  CFR 2 0 5 )

As amended effective August 21 , 1959
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INQUIRIES REGARDING THIS REGULATION

Any inquiry relating to this regulation should be addressed to 
the Federal Reserve Bank of the District in which the inquiry
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REGULATION E
(12 CFR 205)

As amended effective August 21, 1959

PURCHASE OF WARRANTS *

SECTION 205.1—STATUTORY REQUIREMENTS

Section 14 o f the Federal Reserve A ct reads in part as follow s: 1

Every Federal Reserve Bank shall have power—
To buy and sell, at home or abroad, bonds and notes of the United States, bonds 

of the Federal Farm Mortgage Corporation having maturities from date of pur
chase of not exceeding 6 months, bonds issued under the provisions of subsection
(c) of section 4 of the Home Owners’ Loan Act of 1933, as amended, and having 
maturities from date of purchase of not exceeding 6 months, and bills, notes, 
revenue bonds, and warrants with a maturity from date of purchase of not exceed
ing 6 months, issued in anticipation of the collection of taxes or in anticipation of 
the receipt of assured revenues by any State, county, district, political subdivision, 
or municipality in the continental United States, including irrigation, drainage and 
reclamation districts, such purchases to be made in accordance with rules and regu
lations prescribed by the Board of Governors of the Federal Reserve System: * * *

SECTION 205.2—DEFINITIONS

W ithin the meaning o f this part:

(a) The term “ warrant”  shall be construed to mean “ bills, notes, 
revenue bonds, and warrants with a m aturity from  date o f purchase 
o f not exceeding six months.”

(b ) T he term “ m unicipality”  shall be construed to mean “ State, 
county, district, political subdivision, or m unicipality in the States of 
the United States and the D istrict o f Colum bia, including irrigation, 
drainage, and reclam ation districts.”

(c ) The term “ net funded indebtedness”  shall be construed to mean 
the legal gross indebtedness o f the m unicipality (including the amount 
o f any school district or other bonds which depend for their redemption 
upon taxes levied upon property within the m unicipality) less the 
aggregate o f the follow ing items:

(1) The amount o f outstanding bonds or other debt obligations 
made payable from current revenues;

(2 ) The amount o f outstanding bonds issued for the purpose 
o f providing the inhabitants o f a m unicipality with public utilities,

* The text corresponds to the Code o f  Federal R e fla t io n s , Title 12, Chapter II, Part 205; 
cited as 12 CFR 205.

1 12 U.S.C., sec. 355.
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4 REGULATION E

such as waterworks, docks, electric plants, transportation facil
ities, etc.: Provided, T hat evidence is submitted showing that the 
incom e from  such utilities is sufficient for maintenance, for pay 
ment o f interest on such bonds, and for the accum ulation o f a 
sinking fund sufficient for their redemption at m aturity;

(3 ) T he amount o f outstanding im provem ent bonds, issued 
under laws which provide for the levying o f special assessments 
against abutting property in amounts sufficient to insure the 
paym ent o f interest on the bonds and the redemption thereof at 
m aturity: Provided, That such bonds are direct obligations of 
the m unicipality and included in the gross indebtedness o f the 
m unicipality; and

(4 ) The total o f all sinking funds accum ulated for the redem p
tion o f the gross indebtedness o f the m unicipality, except sinking 
funds applicable to  bonds described in subparagraphs (1 ) , (2 ) , 
and (3 ) o f this paragraph.

SECTION 205.3—CLASS OF WARRANTS ELIGIBLE FOR PURCHASE

A ny Federal Reserve B ank m ay purchase warrants issued by  a 
m unicipality in anticipation o f the collection o f taxes or in anticipation 
o f the receipt o f assured revenues, provided:

(a ) T hey  are the general obligations o f the entire m unici
p a lity ; it being intended to exclude as ineligible for purchase 
all such obligations as are payable from  “ local benefit”  and 
“ special assessment”  taxes when the m unicipality at large is not 
d irectly or ultim ately liable;

( b ) T h ey  are issued in anticipation o f taxes or revenues which 
are due and payable on or before the date o f m aturity o f such 
warrants; but the Federal Reserve B oard m ay w aive this condition 
in specific cases. For the purposes o f this part, taxes shall be 
considered as due and payable on the last day on which they m ay 
be paid w ithout penalty ;

(c )  T hey are issued by  a m unicipality:
(1 ) W hich  has been in existence for a period o f 10 years;
(2) W hich for a period o f 10 years previous to the pur

chase has not defaulted for longer than 15 days in the p a y 
ment o f any part o f either principal or interest o f any 
funded debt authorized to be contracted by  it ;

(3 ) W hose net funded indebtedness does not exceed 10 
per centum o f the valuation o f its taxable property, to  be

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



REGULATION E 5

ascertained by  the last preceding valuation o f property for 
the assessment o f taxes.

SECTION 205.4 - “ EXISTENCE” AND “ NONDEFAULT”

W arrants will be construed to com ply with that part o f §205.3 (c ) 
relative to term o f existence and nondefault, under the following 
conditions:

(а ) W arrants issued by  or in behalf o f any m unicipality which 
was, subsequent to the issuance o f such warrants, consolidated with 
or merged into an existing political division which meets the require
ments o f these regulations, will be deemed to be the warrants o f such 
political division: Provided, T hat such warrants were assumed by 
such political division under statutes and appropriate proceedings the 
effect o f which is to  make such warrants general obligations o f such 
assuming political division and payable, either directly or ultimately, 
without lim itation to a special fund from  the proceeds o f taxes levied 
upon all the taxable real and personal property within its territorial 
limits.

(б ) W arrants issued by  or in behalf o f  any m unicipality which was, 
subsequent to the issuance o f such warrants, w holly succeeded by  a 
newly organized political division whose term of existence, added to 
that o f such original political division or o f any other political division 
so succeeded, is equal to a period o f 10 years will be deemed to be 
warrants o f such succeeding political division: P rovided , T hat during 
such period none o f such political divisions shall have defaulted for a 
period exceeding 15 days in the paym ent o f any part o f either princi
pal or interest o f any funded debt authorized to be contracted by  it: 
And Provided further, T hat such warrants were assumed by  such new 
political division under statutes and appropriate proceedings the effect 
o f which is to  make such warrants general obligations o f such assuming 
political division and payable, either d irectly or ultim ately, without 
lim itation to a special fund from  the proceeds o f taxes levied upon all 
the taxable real and personal property within its territorial limits.

(c )  W arrants issued by or in behalf o f any m unicipality which, 
prior to such issuance, became the successor o f one or more, or was 
form ed by  the consolidation or merger o f tw o or more, pre-existing 
political divisions, the term o f existence o f one or more o f which, added 
to that o f such succeeding or consolidated political division, is equal 
to a period o f 10 years, will be deemed to be warrants o f a political 
division which has been in existence for a period o f 10 years: Provided,
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6 REGULATION E

T hat during such period none o f such original, succeeding, or con 
solidated political divisions shall have defaulted for a period exceeding 
15 days in the paym ent o f any part o f either principal or interest o f 
any funded debt authorized to  be contracted by  it.

SECTION 205.5—LIMITATIONS

(a ) Except with the approval o f the Federal Reserve B oard, no 
Federal Reserve B ank shall purchase and hold an amount in excess o f 
25 per cent o f the total am ount o f warrants outstanding at any time 
and issued in conform ity with provisions o f section 1 4 (b ) , quoted in 
§205.1 and actually sold b y  a m unicipality.

(b ) E xcept with the approval o f the Federal Reserve B oard, the 
aggregate amount invested by  any Federal Reserve Bank in warrants 
o f all kinds shall not exceed at the time o f purchase a sum equal to 
10 per cent o f the deposits kept by its m em ber banks with such Federal 
Reserve Bank.

(c )  E xcept with the approval o f the Federal Reserve B oard, the 
maximum amount which m ay be invested at the tim e o f purchase by  
any Federal Reserve B ank in warrants o f any single m unicipality 
shall be limited to the follow ing percentages o f the deposits kept in 
such Federal Reserve Bank b y  its mem ber banks:

(1) Five per cent o f such deposits in warrants o f a m unicipality 
o f 50,000 population or over;

(2) Three per cent o f such deposits in warrants o f a m unici
pality  o f over 30,000 population, but less than 50,000;

(3) One per cent o f such deposits in warrants o f a m unicipality 
o f over 10,000 population, but less than 30,000.

(d ) A ny  Federal Reserve Bank m ay purchase from  any o f its 
member banks warrants o f any m unicipality, indorsed by  such m em 
ber bank, with waiver o f dem and, notice, and protest if such warrants 
com ply with §§205.3, 205.5 (b ) except that where a period o f 10 years 
is mentioned in §205.3 (c )  a period o f 5 years shall be substituted for 
the purposes o f this clause.

SECTION 205.6—WARRANTS OF SMALL MUNICIPALITIES

W arrants o f a m unicipality o f 10,000 population or less shall be 
purchased only with the special approyal o f the Federal Reserve Board.

The population o f a m unicipality shall be detennined by  the last 
Federal or State census. W here it cannot be exactly determined the 
Federal Reserve Board will make special rulings.
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REGULATION E 7

SECTION 205.7—OPINION OF COUNSEL

Opinion o f recognized counsel on m unicipal issues or o f the regu
larly appointed counsel o f  the m unicipality as to the legality o f the 
issue shall be secured and approved in each case by  counsel for the 
Federal Reserve Bank.
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SUPPLEMENT T O  REGULATION Q
SECTION 217.6

Maximum Rates o f Interest Payable on Tim e and Savings 
Deposits by Member Banks

I s s u e d  b y  t h e  B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  

Effective January 1, 1957

Pursuant to the provisions o f section 19 o f the Federal R eserve 
A ct and § 217.3, the Board o f Governors o f the Federal R eserve 
System hereby prescribes the follow ing maximum rates 1 o f  interest 
payable by member banks o f the Federal R eserve System on time and 
savings deposits :

(a) Maximum rate o f 3 per cen t.— No member bank shall pay inter
est accruing at a rate in ex cess  o f  3 per cent per annum, compounded 
quarterly, 2 regardless o f the basis upon which such interest may 
be computed:

(1 ) On any savings deposit,
(2 ) On any time deposit having a maturity date six  months or 

more after the date o f deposit or payable upon written notice  o f 
six months or more,

(3 ) On any P ostal Savings deposit which constitutes a time 
deposit.

(b )  Maximum rate o f  2x/i per c e n t .—No member bank shall pay 
interest accruing at a rate in ex cess  o f 2% per cent per annum, com
pounded quarterly, 2 regardless o f the basis upon which such inter
est may be computed:

(1) On any time deposit (except Postal Savings deposits which 
constitute time deposits ) having a maturity date le s s  than six 
months and not le ss  than 90 days after the date o f deposit or

1 T h e  m axim um  rates o f  in terest paya b le  b y  m em ber banks o f  the Federa l R eserve  System  
on  tim e  and sa v in gs  deposits  as prescribed  herein  a re  n o t  ap p licab le  t o  any  d eposit w h ich  is 
payable on ly  a t an  office o f  a m em ber ban k loca ted  outside o f  th e  States o f  the U nited  States 
and the D istr ic t  o f  Colum bia.

* T h is  lim ita tion  is n o t t o  b e  in terp reted  as p rev en tin g  the com p ou n d in g  o f  in terest a t 
oth er than qu arterly  in tervals , provided  th at the a g g reg a te  am ou n t o f  such  in terest b o  

com pounded  does n o t exceed  the a g g reg a te  am ou n t o f  in terest a t the ra te  above prescribed 
w hen com pounded quarterly .
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payable upon written notice  o f le s s  than six  months and not less 
than 90 days.

( c )  Maximum rate o f 1 per cen t.—No member bank shall pay inter
est accruing at a rate in ex cess  o f 1 per cent per annum, compounded 
quarterly, 2 regardless o f the basis  upon which such interest may be 
computed:

(1 ) On any time deposit (except P ostal Savings deposits 
which constitute time deposits) • having a maturity date less  
than 90 days after the date o f deposit or payable upon written 
notice o f  le s s  than 90 days.

* Th is lim ita tion  is n o t  to  b e  in terp reted  as p rev en tin g  the com p ou n d in g  o f  in terest a t 
o th er  than qu arterly  in tervals , provided  th at the a g g reg a te  am ou n t o f  su ch  in terest so 
com pounded  does n o t exceed  the a g g reg a te  am ou n t o f  in terest a t the ra te  above prescribed  
w hen com pounded quarterly .
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BO AR D OF GOVERNORS  

of the
FEDERAL RESERVE SYSTEM

PAYMENT OF INTEREST ON DEPOSITS

REGULATION Q 
(1 2  CFR 2 1 7 )

As amended effective October 1, 1959
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INQUIRIES REGARDING TH IS REGULATION

Any inquiry relating to this regulation should be addressed to 
the Federal Reserve Bank of the district in which the inquiry 
arises.
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(12 CFR 217)
As amended effective October 1, 1959

REGULATION Q

PAYMENT OF INTEREST ON DEPOSITS *

SECTION 217.0—SCOPE OF PART

(a) This regulation is issued under authority o f provisions o f section 
19 o f the Federal R eserve A ct which, together with related provisions 
o f law, are cited in the note [A ppendix] preceding this section:

(b ) This part relates to the paym ent o f deposits and interest thereon 
by  m em ber banks o f the Federal Reserve System and not to  the 
com putation and maintenance o f the reserves which mem ber banks 
are required to maintain against deposits. T he rules concerning re
serves o f member banks are contained in Part 204 o f this chapter.

(c ) The provisions o f this part do not apply  to  any deposit which 
is payable only at an office o f a member bank located outside o f the 
States o f the United States and the D istrict o f Columbia.

SECTION 217.1—DEFINITIONS

(a) Demand deposits.— The term "any  deposit which is payable on 
dem and” , hereinafter referred to  as a “ demand deposit” , includes every 
deposit which is not a “ tim e deposit”  or “ savings deposit” , as defined 
in this section.

(6 ) Tim e deposits.— The term “ tim e deposits”  means “ time cer
tificates o f deposit”  and “ tim e deposits, open account” , as defined in 
this section.

(c )  Tim e certificates of deposit.— The term “ tim e certificate o f 
deposit”  means a deposit evidenced by  a negotiable or nonnegotiable 
instrument which provides on its face that the amount o f such deposit 
is payable to bearer or to any specified person or to his order:

(1) On a certain date, specified in the instrument, not less 
than 30 days after date o f the deposit, or

(2 ) A t the expiration o f a certain specified time not less than 
30 days after the date o f the instrument, or

* T h e  te x t  corresp on ds to  the C ode o f  Federal R egu la tions, T itle  12, C h apter I I , P a rt  217; 
c ited  as 12 C F R  217.

5
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6 REGULATION Q

(3) Upon notice in writing which is actually required to be 
given not less than 30 days before the date o f repaym ent,1 and

(4) In  all cases only upon presentation and surrender o f the 
instrument.

(d) Tim e deposits, open account.— The term “ time deposit, open 
account”  means a deposit, other than a “ tim e certificate o f deposit”  
or a “ savings deposit” , with respect to which there is in force a written 
contract with the depositor that neither the whole nor any part o f 
such deposit m ay be withdrawn, by  check or otherwise, prior to the 
date o f m aturity, which shall be not less than 30 days after the 
date o f the deposit,2 or prior to the expiration o f the period o f notice 
which must be given by  the depositor in writing not less than 30 days 
in advance o f w ithdrawal.3

(e) Savings deposits.— The term “ savings deposit”  means a deposit, 
evidenced by  a pass book , consisting o f funds deposited to the credit 
o f one or more individuals, or o f a corporation, association or other 
organization operated prim arily for religious, philanthropic, charitable, 
educational, fraternal or other similar purposes and not operated for 
p rofit;4 or in which the entire beneficial interest is held by  one or 
more individuals or by  such a corporation, association or other organi
zation, and in respect to which deposit:

(1) The depositor is required, or m ay at any time be required, 
by the bank to give notice in writing o f an intended withdrawal 
not less than 30 days before such withdrawal is m ade;

1 A  d eposit w ith  respect to  w h ich  the bank m erely  reserves the r ig h t  to  requ ire  n o tice  o f  not 
less than 30 days b e fo re  any  w ithdraw al is m ade is n o t a “ tim e certifica te  o f  d e p o s it"  w ith in  
the m ean in g  o f  the above defin ition .

2 D eposits, such as Christm as club accou n ts and vacation  clu b  accou n ts, w h ich  a re  m ade 
under w ritten  con tracts  p rov id in g  th at n o  w ithdraw al shall be  m ade until a  certa in  num ber 
o f  period ic  deposits have been m ade during a period  o f  n ot less than 3 m onths con stitu te  
“ tim e deposits, open  accou n t”  even though som e o f  the deposits  a re  m ade w ith in  30 days 
from  the end o f  such period.

3 A  d eposit w ith  respect to  w h ich  the ban k m erely  reserves the r ig h t to  requ ire  n o tice  o f  not 
less than 30 days b e fo re  any  w ithdraw al is m ade is not a “ tim e deposit, open a ccou n t” , 
w ith in  the m ean in g  o f  the above defin ition .

* D eposits in  jo in t  accounts o f  tw o  or  m ore  individuals m ay be  classified as savings deposits 
i f  they m eet the other requirem ents o f  the above defin ition  but deposits o f  a partnersh ip  
operated  fo r  p ro fit  m ay n o t be so classified . D eposits to  th e  cred it o f  an individual o f  funds 
in w h ich  a n y  beneficia l in terest is held b y  a co rp ora tion , partn ersh ip , a ssocia tion  o r  other 
organ iza tion  operated  f o r  profit o r  n o t operated  prim a rily  f o r  relig ious, ph ilan th rop ic, ch ar
itable, educational, fra tern a l o r  o th er  s im ilar pu rposes m ay n ot be  classified as savings 
deposits.
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REGULATION Q 7

(2 ) W ithdraw als are permitted in on ly tw o ways, either (i) 
upon presentation o f the pass book , through paym ent to  the 
person presenting the pass book , or (ii) without presentation o f 
the pass book , through paym ent to the depositor himself but not 
to any other person whether or not acting for the depositor.5

T he presentation by  any officer, agent or em ployee o f the bank 
o f a pass book  or a duplicate thereof retained by  the bank or by  any 
o f its officers, agents or em ployees is not a presentation o f the pass 
book  within the meaning o f this part except where the pass book  is 
held by  the bank as a part o f an estate o f which the bank is a trustee 
or other fiduciary, or where the pass book  is held by  the bank as 
security for a loan. I f  a pass book is retained by  the bank, it m ay 
not be delivered to  any person other than the depositor for the purpose 
o f enabling such person to present the pass book  in order to make a 
withdrawal, although the bank m ay deliver the pass book  to a duly 
authorized agent o f the depositor for transmittal to the depositor.

E very withdrawal made upon presentation o f a pass book shall be 
entered in the pass book  at the tim e o f the withdrawal, and every 
other withdrawal shall be entered in the pass book  as soon as practi
cable after the withdrawal is made.

The term “ savings deposit”  also means a deposit evidenced by  a 
written receipt or agreement although not by  a pass book , consisting 
o f funds o f the kind described above in this paragraph and in respect 
to which deposit the depositor is required, or m ay at any time be 
required, b y  the bank to give notice in writing o f an intended w ith
drawal not less than 30 days before such withdrawal is made, and 
withdrawals are perm itted only through paym ent to the depositor 
himself but not to any other person whether or not acting for the 
depositor.50

SECTION 217.2—DEMAND DEPOSITS

(a) Interest prohibited.— Except as provided in paragraph (b) 
o f this section, no m em ber bank o f the Federal Reserve System shall, 
d irectly or indirectly, by  any device whatsoever, pay any interest on 
any demand deposit.

W ithin this part, any paym ent to or for the account o f any depositor

0 P resen tation  o f  a  pass book  m ay be  m ade over  the cou n ter o r  th rou gh  the m ails ; and 
p aym en t m a y  be  m ade over  the cou n ter, th rou gh  the m ails or  otherw ise, su b je ct to  the lim ita 
t ion s  o f  th is su bp a ra grap h  as to  the person  to  w hom  such p aym en t m ay be m ade.

s* P a ym en t m a y  be  m ade to  the d epositor  o v e r  the counter, th rou gh  the m ails o r  otherw ise.
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8 REGULATION Q

as com pensation for the use o f funds constituting a deposit shall be 
considered interest.

(6 ) Exceptions.— The prohibition stated in paragraph (a ) o f this 
section does not apply  to :

(1 ) Paym ent o f interest accruing before August 24, 1937, on 
any deposit made by  a savings bank as defined in section 12B 
o f the Federal R eserve A ct, as amended (49 Stat. 706; 12 U.S.C., 
264 (c ) ( 7 ) ) ,  or by  a mutual savings bank;

(2 ) Paym ent o f interest accruing before August 24, 1937, on 
any deposit o f public funds 7 m ade by  or on behalf o f any State, 
county, school district, or other subdivision or m unicipality, or 
on any deposit o f trust funds, if the paym ent o f interest with 
respect to  such deposit o f public funds or o f trust funds is required 
by  State law when such deposits are made in State banks;

(3) Paym ent o f interest in accordance with the terms o f any 
certificate o f deposit or other contract which was law fully entered 
into in good faith before June 16, 1933 (or, if the bank becam e 
a mem ber o f the Federal R eserve System thereafter, before the 
date upon which it becam e a m em ber), which was in force on such 
date, and which m ay not legally be terminated or m odified by 
such bank at its option or without lia b ility ; but no such certificate 
o f deposit or other contract m ay be renewed or extended unless 
it be modified to eliminate any provision for the paym ent o f 
interest on demand deposits, and every mem ber bank shall take 
such action as m ay be necessary, as soon as possible consist
ently with its contractual obligations, to eliminate from  any such 
certificate o f deposit or other contract any provision fo r  the 
paym ent o f interest on demand deposits.

SECTION 2175—MAXIMUM RATE OF INTEREST ON TIME AND 
SAVINGS DEPOSITS

(a ) M aximum rate prescribed from  time to time.— E xcept in a c
cordance with the provisions o f this part, no mem ber bank shall pay 
interest on any tim e deposit or savings deposit in any manner, d i
rectly or indirectly, or b y  any m ethod, practice, or device whatsoever. 
N o  m em ber bank shall pay interest on any time deposit or savings 
deposit at a rate in excess o f such applicable maximum rate as the 
B oard o f G overnors o f the Federal Reserve System shall prescribe 
from  lim e to tim e; and any rate or rates which m ay be so prescribed

i Deposits of moneys paid into State courts by private parties pending the outcome of 
litigation are not deposits of “public funds", within the meaning of the above provision.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis
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by  the B oard will be set forth in supplements to  this part, which will 
be issued in advance o f the date upon which such rate or rates becom e 
effective.

(6 ) M od ifica tion  o f  con tra cts  to  c o n fo r m  to  reg u la tion .— N o
certificate o f deposit or other contract shall be renewed or extended 
unless it be m odified to  conform  to  the provisions o f this part, and 
every m em ber bank shall take such action as m ay be necessary, as 
soon as possible consistently with its contractual obligations, to  bring 
all o f its outstanding certificates o f deposit or other contracts into 
conform ity with the provisions o f this part.

(c )  M em b er  b an k s lim ited  to  m a x im u m  rate f o r  State ban k s.—
T he rate o f interest paid b y  a mem ber bank upon a tim e deposit or 
savings deposit shall not in any case exceed (1) the applicable m axi
mum rate prescribed pursuant to the provisions o f paragraph (a) o f 
this section, or (2 ) the applicable maximum rate authorized by  law to 
be paid upon such deposits b y  State banks or trust com panies organized 
under the laws o f the State in which such m em ber bank is located, 
whichever m ay be less.

(d ) G race  p e r io d s  in  c o m p u tin g  in terest o n  savings d ep osits .—
A  mem ber bank m ay pay  interest on a savings deposit received during 
the first 10 calendar days o f any calendar month at the applicable 
maximum rate prescribed pursuant to paragraph (a ) o f this section 
calculated from  the first day o f such calendar month until such de
posit is withdrawn or ceases to  constitute a savings deposit under the 
provisions o f this part, whichever shall first occu r; and a member 
bank m ay pay interest on a savings deposit withdrawn during its last 
3 business days o f any calendar month ending a regular quarterly or 
semiannual interest period at the applicable maximum rate prescribed 
pursuant to paragraph (a ) o f this section calculated to the end o f such 
calendar month.

(e ) C on tin u an ce  o f  tim e d ep os it  status.— A  deposit which was a 
tim e deposit at the date o f deposit continues to  be such until m aturity 
although it has becom e payable within 30 days, and interest at a 
rate not exceeding that prescribed pursuant to the provisions o f para
graph (a ) o f this section m ay be paid until m aturity upon such 
deposit. A  tim e deposit or a savings deposit with respect to  which 
notice o f withdrawal has been given continues to  be such until the 
expiration o f the period o f such notice, and interest m ay be paid upon 
such deposit until the expiration o f the period o f such notice at a rate 
not exceeding that prescribed pursuant to  the provisions o f paragraph
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(a ) o f  this section. Interest at a rate not exceeding that prescribed 
pursuant to the provisions o f paragraph (a ) o f this section m ay be 
paid upon savings deposits with respect to which notice o f intended 
withdrawal has not actually been required or given. N o  interest shall 
be paid by  a mem ber bank on any am ount which, b y  the term s o f any 
certificate or other contract or agreement or otherwise, the bank m ay 
be required to pay within 30 days from  the date on which such am ount 
is deposited in such bank.8

(/)  No interest after maturity or expiration of notice.— A fter the 
date o f m aturity o f any tim e deposit, such deposit is a demand deposit, 
and no interest m ay be paid on such deposit for any period subsequent 
to such date. A fter the expiration o f the period o f notice given with 
respect to the repaym ent o f any tim e deposit or savings deposit, such 
deposit is a demand deposit and no interest m ay be paid on such 
deposit for any period subsequent to the expiration o f such notice, 
except that, if the owner o f such deposit advise the bank in writing 
that the deposit will not be withdrawn pursuant to such notice or that 
the deposit w ill thereafter again be subject to  the contract or require
ments applicable to such deposit, the deposit will again constitute a 
tim e deposit or savings deposit, as the case m ay be, after the date upon 
which such advice is received b y  the bank.

SECTION 217.4—PAYMENT OF TIME DEPOSITS BEFORE MATURITY

(a ) Tim e deposits payable on a specified date.— N o m em ber bank 
shall pay any tim e deposit, which is payable on a specified date, be
fore such specified date, except as provided in paragraph (d ) o f this 
section.

(b ) Tim e deposits payable after a specified period.— N o mem ber 
bank shall pay any tim e deposit, which is payable at the expiration 
o f a certain specified period, before such specified period has expired, 
except as provided in paragraph (d ) o f this section.

(c )  Tim e deposits payable after a specified notice.— N o mem ber 
bank shall pay any tim e deposit, with respect to which notice is re
quired to be given a certain specified period before any withdrawal 
is made, until such required notice has been given and the specified 
period thereafter has expired, except as provided in paragraph (d ) of 
this section.

8 D eposits , such as Christm as club accou n ts and vacation  clu b  accou n ts, w h ich  are m ade 
under w ritten  con tra cts  p rov id in g  th at n o  w ithdraw al shall be  m ade until a  certa in  num ber 
o f  p er iod ic  deposits have been  m ade d u rin g  a period  o f  n o t less than 3 m onths con stitu te  
“ tim e  deposits, open  a ccou n t”  even  though  som e o f  the deposits a re  m ade w ith in  30 days from  
th e  end o f  such  period.
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(d ) Payment in emergencies.— In an em ergency where it is neces
sary to  prevent great hardship to  the depositor, a member bank m ay 
pay before m aturity a tim e deposit or the portion thereof necessary 
to meet such em ergency: Provided, T hat before making such paym ent 
the depositor shall sign an application describing fu lly  the circum 
stances constituting the emergency which is deemed to ju stify  the 
paym ent o f the deposit before m aturity, which application shall be 
approved by an officer o f the bank who shall certify  that, to  the best o f 
his knowledge and belief, the statements in the application are true. 
Such application shall be retained in the bank ’s files and made avail
able to the examiners authorized to examine the bank. W here a time 
deposit is paid before m aturity the depositor shall forfeit accrued 
and unpaid interest for a period o f not less than three months on the 
am ount withdrawn if an am ount equal to the amount withdrawn has 
been on deposit three months or longer, and shall forfeit all accrued 
and unpaid interest on the amount withdrawn if an am ount equal 
to the am ount withdrawn has been on deposit less than three months. 
W hen a portion o f a tim e certificate o f deposit is paid before m aturity, 
the certificate shall be canceled and a new certificate shall be issued 
for the unpaid portion o f the deposit with the same terms, rate, date 
and m aturity as the original deposit.

(e ) Loans upon security o f time deposits.— A mem ber bank may 
make a loan to the depositor upon the security o f his time deposit 
provided that the rate o f interest on such loan shall be not less than 
2 per cent per annum in excess o f the rate o f interest on the time 
deposit.

SECTION 217.5—NOTICE OF WITHDRAWAL OF SAVINGS DEPOSITS

(a ) Requirements regarding notice.— A  mem ber bank shall ob 
serve the requirements set forth below in requiring notice o f intended 
withdrawal o f any savings deposit, or in w aiving such notice, or in 
repaying any savings deposit, or part thereof, without requiring such 
notice, whether such notice o f intended withdrawal is required to be 
given in each case by  the terms o f the bank ’s contract with the deposi
tor or m ay, under such contract, be required by  the bank at any time 
at its option.

(1) I f  a member bank waive such notice o f intended with
drawal as to any am ount or percentage o f the savings deposits 
o f any depositor, it shall waive such notice as to the same amount 
or percentage o f the savings deposits o f every other depositor 
which are subject to  the same requirement.
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(2) I f  a m em ber bank pay  any amount or percentage o f the 
savings deposits o f any depositor, w ithout requiring such notice, 
it shall, upon request and without requiring such notice, pay the 
same amount or percentage o f the savings deposits o f every other 
depositor which are subject to the same requirement.

(3) I f  a m em ber bank require such notice before the paym ent 
o f any am ount or percentage o f the savings deposits o f  any 
depositor, it shall require such notice before the paym ent o f the 
same amount or percentage o f the savings deposits o f any other 
depositor which are subject to the same requirement.

A  m em ber bank is not prevented from  paying during the next suc
ceeding interest period, w ithout requiring notice o f withdrawal, inter
est on a savings deposit which has accrued during the preceding inter
est period: Provided, T hat it shall, upon request and without requiring 
such notice, pay  in the same manner interest which has accrued dur
ing the preceding interest period on the savings deposits o f every other 
depositor.

(6 ) Requirements regarding change o f practice.— N o member 
bank shall change its practice with respect to the requiring or waiving 
o f notice o f intended withdrawal o f savings deposits except a fter duly 
recorded action o f its board o f directors or o f its executive com m ittee 
properly authorized, and no practice in this respect shall be adopted 
which does not conform  to the requirements o f paragraph ( a ) ( 1 ) ,
(2) ,  or (3 ) o f this section.

(c ) Change o f practice for purpose of discrimination.— N o
change in the practice o f a m em ber bank with respect to the requiring 
or w aiving o f notice o f intended withdrawal o f savings deposits shall 
be m ade for the purpose o f discrim inating in favor o f or against any 
particular depositor or depositors.

(d) Requirements applicable although no interest paid.— A
mem ber bank shall observe the requirements o f this section with 
respect to savings deposits even though no interest be paid on such 
deposits.

(e ) Loans upon security of savings deposits.— I f it is not the
practice o f a mem ber bank to require notice o f intended withdrawal 
o f savings deposits, no restrictions are imposed by  this part upon loans 
by  such bank to  its depositors upon the security o f such deposits. I f  
it is the practice o f a mem ber bank to require notice o f intended 
withdrawal o f savings deposits or any amount or percentage thereof,
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such bank m ay make loans to its depositors upon the security o f such 
deposits and, in each such case, the rate o f interest on such loan shall 
be not less than 2 per cent per annum in excess o f the rate o f interest 
on the savings deposit.

(Section 217.6 Maximum rates of interest payable on time and savings deposits 
by member banks, is printed separately.)
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A P P E N D I X

STATUTORY PROVISIONS

Section 19 o f the Federal Reserve A ct (12 U.S.C., sec. 461), pro
vides in part as follow s:

Sec. 19. The Board o f G overnors o f the Federal Reserve System 
is authorized, for the purposes o f this section, to define the terms 
“ demand deposits” , “ gross demand deposits” , “ deposits payable on 
dem and” , “ tim e deposits” , “ savings deposits” , and “ trust funds” , to 
determine what shall be deemed to be a paym ent o f interest, and 
to  prescribe such rules and regulations as it m ay deem necessary 
to effectuate the purposes o f this section and prevent evasions 
thereof: * * *

(12 U.S.C., sec. 371a)

N o  member bank shall, d irectly or indirectly, by  any device 
whatsoever, pay any interest on any deposit which is payable on 
dem and: Provided, T hat nothing herein contained shall be construed 
as prohibiting the paym ent o f interest in accordance with the terms 
of any certificate o f deposit or other contract entered into in good 
faith which is in force on the date on which the bank becomes 
subject to  the provisions o f this paragraph; but no such certificate 
o f deposit or other contract shall be renewed or extended unless it 
shall be m odified to conform  to this paragraph, and every member 
bank shall take such action as m ay be necessary to  conform  to  this 
paragraph as soon as possible consistently with its contractual ob li
gations: Provided further, That this paragraph shall not apply  to 
any deposit o f such bank which is payable on ly  at an office thereof 
located outside o f the States o f the United States and the D istrict 
o f C olum bia: Provided further, T hat until the expiration o f two 
years after the date o f enactment o f the Banking A ct o f 1935 this 
paragraph shall not apply (1 ) to any deposit made b y  a savings 
bank as defined in section 12B o f this A ct, as amended, or b y  a 
mutual savings bank, or (2 ) to any deposit o f public funds m ade by  
or on behalf o f  any State, county, school district, or other sub
division or m unicipality, or to any deposit o f trust funds if the 
paym ent o f interest with respect to such deposit o f public funds or 
o f trust funds is required by  State law. So much o f existing law 
as requires the paym ent o f interest with respect to any funds
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deposited by  the United States, by  any Territory, D istrict, or pos
session thereof (including the Philippine Islands), or by  any public 
instrumentality, agency, or officer o f the foregoing, as is incon
sistent with the provisions o f this section as amended, is hereby 
repealed.

(12 U.S.C., sec. 371b)

The B oard o f Governors o f the Federal Reserve System shall 
from  tim e to  tim e lim it by  regulation the rate o f interest which 
m ay be paid by  m em ber banks on time and savings deposits, and 
shall prescribe different rates for such paym ent on tim e and savings 
deposits having different maturities, or subject to different conditions 
respecting withdrawal or repaym ent, or subject to  different condi
tions by  reason o f different locations, or according to the varying 
discount rates o f m em ber banks in the several Federal Reserve 
districts. N o  m em ber bank shall pay any tim e deposit before its 
m aturity except upon such conditions and in accordance with such 
rules and regulations as m ay be prescribed by  the said B oard, or 
w aive any requirement o f notice before paym ent o f any savings 
deposit except as to all savings deposits having the same require
m ent: Provided, T hat the provisions o f this paragraph shall not 
apply to  any deposit which is payable only at an office o f  a member 
bank located outside o f the States o f the United States and the 
D istrict o f Colum bia.
Section 24 o f the Federal Reserve A ct (12 U.S.C., sec. 371), provides 

with respect to national banking associations in part as follow s:
A ny such association m ay continue hereafter as heretofore to  re

ceive tim e and savings deposits and to pay interest on the same, 
but the rate o f interest which such association m ay pay upon such 

time deposits or upon savings or other deposits shall not exceed the 
maximum rate authorized by  law to be paid upon such deposits by 
State banks or trust com panies organized under the laws o f the State 
in which such association is located.
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