FEDERAL RESERVE BANK
OF NEW YORK

J' Circular No. 543 4 "l
L December 26, 1963 J

Deposits of Business Corporations Not Classifiable
As “ Savings Deposits” Under Regulations Q and D

To the Member Banks of the Second Federal Reserve District:

The following statement was made public today by the Board of Governors of the
Federal Reserve System:

The Board of GCovernors lies recenvad irguiries i anintaﬁaﬂm‘ iIssd by the Comp-
udlerofjmmrremyu_ﬂerobueofDecet@r 19, %rdtor%Eeﬂét “aratadl k%/qkmay p
aooept savings aocoounts wirthout regard towhether tre funds dgoosited are o te asdiit of ae or more
ndmglalg,cr of a coporatian, assoaiatian, ar other aganilzatian, whether gperated for profit or

As members of the Federal Resene Systam, ratiasl banks are sbject to the provisias of sscian
19 of tre Federal Resene Act which prdhibit member banks from paying intarest, directly or irdi-
rectly, on any demand dgoosit and which require the Board of Governnors 1o Iimit tre rate ofF interest
et may be paid by such barks on tire and savirgs dyasits. To thised, it srecsssary tocefire te
terms ““demand > and “‘savings dgposits”; and_tre law eqressly auttorizes te Board of
Covermors 1o cefire such terms and o presrile regulatias o effectuate purposes of tre statute
and prevent eesias.

The Boards Regulation Q cefires a ““ssvings dgposit” in a manner thett permints such dgaosits
© be made anly by irdividals or by ax 105, asciahias, and other iIzatias which are rot
for pofrt but for religas, ik Cc, daiteble, edllcatiasl, , or similar pur-
poees. This It hes been in efliect sie X
Accordirgly, a dgoosit by a corporatian goerated for profit may ot ke diessified member
ek, imlmr?garau_cml_%(,asasayirgs i thess_s,dﬁ)élcamitmwi iﬂ%@ﬁi—
tion of a “time dgposit” itwould costitute a nd dgaosit under Regullation Q and payment of
interest on such dgoosit by a retaaal bank woulld violate the prahibirtaon of the law againstt payment
of interest on demand dqIsIts.

Failure of a matiasl bank t© comply with prosisias of tte Federal Resenve Act costitutes
grouds for istitutirg lecpl procedings o dice e k.. The law allso provides thet any director
of a natical bank participating in or assatrg © a violatian Sl be persoelly | for any
glragegeﬁij'atmaybesstalredbyﬂetﬂk, its dadoldas, ar any other persos N cosequance of

In addrtaan, Federal Resene Regullation D, relatirg o resenes required o be naintained by
member banks In the Federal Reserve System, antains a cefinrtaan of savings dgosits il o thet
of lation Q. No dgxosit of a bhusiress corporatian in a member bank may be diessifierd as a sav-
IS for reene purposes ad, wnless it fllswithin the cefinftaion of atime @ reticel
bank must mairntain agalrsltzsm a dgosit the resenes gplicble to demand dauosits (1012 per aant

per

for reene aty banks and ant for otter member barks), rather then ttoe gplicble o tine
and savings dgoosits (4 per aait for dl member barks).  Clessification of such a &8 a s
dgposit would viokate lation D and sbject tre member bank t© a paalty any resularg
reene cefidany.

A lfred H ayes,
President.
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