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December 7, 1962

Proposed New Regulation S 
“ Bank Service Arrangements”

To All State Member Banks
in the Second Federal Reserve District:

The Board of Governors of the Federal Reserve System is considering the adoption of 
a new Regulation S, pursuant to the Bank Service Corporation Act, approved October 23,
1962. The proposed new regulation is designed to implement section 5 of the Act, requiring 
the furnishing of certain assurances to the Board in connection with arrangements for the 
performance of bank services for State-chartered banks that are members of the Federal 
Reserve System.

Printed 011 the reverse side of this letter is an excerpt from the Federal Register of 
December 5, 1962, containing a Notice of Proposed Rule Making, setting forth the text of the 
proposed regulation. On October 24, 1962, we sent you a copy of the Board’s statement 011 
the Bank Service Corporation Act. The proposed regulation differs from that statement in 
the following essential respects:

The Board’s statement indicates that if a servicing agency performs bank services for a State 
member bank, the bank must furnish assurances that it and the agency have agreed that the perform
ance of the services will be subject to regulation and examination by the Board of Governors. The 
proposed regulation requires such assurances from the servicing agency as well.

The proposed regulation contains additional conditions that must be met in lieu of furnishing 
assurances covering bank-servicing arrangements in emergencies or short periods of unusually heavy 
work.

The notice states that the Board of Governors will consider any relevant data, views, 
01* arguments that may be received in writing not later than 30 days after December 5. Any 
comments you may have should be sent to this Bank, for transmittal to the Board of 
(j overnors.

A Notice of Proposed Rule Making by the Federal Deposit Insurance Corporation lias 
also been published in the Federal Register of December 5, indicating that the Corporation 
is considering the adoption of a proposed regulation comparable to the Board’s.

FEDERAL RESERVE BANK
OF NEW YORK

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

President.

( o v e r )
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FEDERAL RESERVE SYSTEM
{  12 CFR Part 219 J

[Reg. S]
BANK SERVICE ARRANGEMENTS 

Notice of Proposed Rule Making

The Board of Governors o f the Federal 
Beserve System is considering the adoption 
of a new Part 219 (Regulation S) pursuant 
to the Bank Service Corporation Act, Public 
Law 87-856, approved October 23, 1962 
(76 Stat. 1132).

The proposed Part 219 is designed to im
plement section 5 o f the aforementioned Act 
which requires that certain assurances be 
furnished to the Board in connection with 
arrangements for the performance of bank 
services for State member banks of the 
Federal Beserve System.

The proposed Part 219 is as follows:
Sec.
219.1 Authority and scope.
219.2 Form of assurances.
219.3 Time for furnishing assurances.
219.4 Special situations.

§ 219.1 Authority and scope.
This part implements the provisions of 

section 5 of the Bank Service Corporation 
Act, Public Law 87-856, approved October 
23, 1962 (76 Stat. 1132), in the application 
thereof to arrangements for the performance 
of bank services for State banks that are 
members of the Federal Beserve System. 
Under that section of the Act, no State 
member bank may cause to be performed, by 
contract or otherwise, any bank services for 
itself, whether on or off its premises, unless 
assurances satisfactory to the Board of Gov
ernors of the Federal Reserve System are 
furnished to the Board by both the bank 
and the party performing such services that 
the performance thereof will be subject to 
regulation and examination by the Board to 
the same extent as if  such services were 
being performed by the bank itself on its 
own premises. Such assurances are required 
by the Act whether the bank services are 
performed by bank service corporations in 
which the Act authorizes banks to invest, or 
by others. Under section 1 (b ) of the Act,

the term “ bank services”  means services 
such as check and deposit sorting and post
ing, computation and posting o f interest and 
other credits and charges, preparation and 
mailing of checks, statements, notices, and 
similar items, or other clerical, bookkeeping, 
accounting, statistical, or similar functions 
performed for a bank.

§ 219.2 Form of assurances.
Unless additional or different assurances 

are considered necessary by the Board in 
specific cases, the assurances referred to in 
§ 219.1 o f this part will be deemed to be 
satisfactory to the Board i f  submitted in the 
form of a joint letter signed by a duly 
authorized officer of the State member bank 
and by the party (or a duly authorized 
officer or representative of such party) per
forming the bank services for the bank, 
stating, in substance, that the bank and the 
party performing such services have entered 
into an agreement that the performance of 
the services will be subject to regulation 
and examination by the Board to the same 
extent as i f  such services were being per
formed by the bank itself on its own 
premises; except that, in lieu of a joint 
letter, the bank and the party performing 
the bank services for the bank may submit 
separate letters which otherwise comply with 
this section. All such letters o f assurances 
shall be addressed to the Board of Governors 
of the Federal Beserve System in care of 
the Federal Reserve Bank of the district in 
which the State member bank has its main 
office.

§ 219.3 Time for furnishing assurances.
As to any arrangement for the perform

ance of bank services entered into or renewed 
after the effective date of this part, assur
ances complying with § 219.2 shall be fur
nished prior to the performance of any 
service for the bank under the bank service 
arrangement. With respect to any bank 
service arrangement entered into prior to 
the effective date of this part, such assur
ances shall be furnished within 30 days after 
the effective date of this part, unless a letter 
of assurances covering such bank service ar
rangement has been furnished previously 
pursuant to the Board’s “ Statement for

State Member Banks on the ‘ Bank Service 
Corporation A ct’ ”  issued October 23, 1962 
(Federal Reserve Bulletin, November 1962, 
page 1428).

§ 219.4 Special situations.
Assurances complying with $ 219.2 need 

not be furnished in connection with arrange
ments for bank services which are immedi
ately necessary because of emergency condi
tions or situations or are required for short 
periods of time due to unusually heavy work 
demands, i f  the State member bank promptly 
advises the Federal Reserve Bank of its 
district of the circumstances involved and 
of the length of time during which any of 
the bank’s books or records or any banking 
media will be removed from the bank’s 
premises and of the location thereof, and 
unless the bank is advised by the Federal 
Reserve Bank that such assurances must be 
furnished. Unless specifically requested by 
the Board, assurances complying with 
$ 219.2 need not be furnished in connection 
with any arrangement by a State member 
bank for the performance of legal services 
or administrative services, such as transpor
tation or guard services.

This notice is published pursuant to sec
tion 4 of the Administrative Procedure Act 
and the Rules of Procedure of the Board of 
Governors of the Federal Reserve System 
(12 CFR 262.1).

To aid in the consideration of this matter, 
the Board will be glad to receive from in
terested persons any relevant data, views, or 
arguments. Although such material may be 
sent directly to the Board, it is preferable 
that it be sent to the Federal Reserve Bank 
of the district which will forward it to the 
Board to be considered. All such material 
should be submitted in writing to be received 
not later than 30 days from the date of 
publication of this notice in the F e d e r a l  
R e g i s t e r .

B oard  o r  G o v e r n o r s  o r  t h e  
F e d e r a l  R e s e r v e  S y s t e m ,

[ s e a l ] M e r r it t  S h e r m a n ,
Secretary.

[F.R. Doc. 62-12031; Filed, Dec. 4, 1962;
8:52 a.m.]

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




