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SUSBJECT: Revision of Member Rank Reserve Requirements,

Dear Sir:

Under date of April 12, 1928, the Board addressed a
letter to all Governors of Federal reserve banks, a copy of
which was sent to each Agent, submitting the following topic
to be placed on the program for the Governors' Conference.

"Desirability of rccommending legislation amending
Section 19 of Federal Reserve Act relating to re-
quired reserves of member banks and of writing into
law a complete definition (along lines of the Board's
Regulation D) of what constitutes savings and other
time deposits."

This question was discussed at the Governors' Confer-
ence and the Governor of your bank will acquaint you with the
action taken.

The Board would like to have at your early convcnience
your views with reference to the proposals outlined in the memo-
randum prepared by the Chief of the Board's Division of Bank
Operations (3t.5420) and the suggested bill prepared by the
Board's Counsel which would write into law the changes suggested
in the memorandun, :

The proposed bill through inadvertence failed to in-
clude the provision contained in paragraph one on page three of
the memorandum to the effect that,

"(d) no withdrawal in excess of $500 on any one day
shall be made unless the depositor has given notice
of such inteaded withdrawal not less than 30 days
before the withdrawal is made, "

It will be appreciated if you will change the words
"may at its option" apnearing in sub-paragraph three on page
two of the bill to "must", so that the sub-paragraph will read
"After written notice which the bank must require to be given--".
For your information we are enclosiug an additional
copy of the memorandum and the proposed bill,

Very truly yours,

J. C. Noell,

70 ALL F.R.AGENTS. Assistant Secretary.

Enclosurcs:

Federal Reserve Bank of St. Louis



A BILL
To amend Section 19 of the Federal Reserve Act.
BE IT ENACTED BY THE SENATZ AXND HOUSE OF REPRESZENTATIVES
OF THE UNITED STATES OF AMERICA IN CONGRESS ASSEMBLED, That the
first paragraph of Section 19 of the Federal Reserve Act, as
amended, be further amended and re-enacted to read as follows:

"Bank Reserves."

"Sec..19. The term 'demend deposits' within the mean-
ing of this act shall include all deposits of public
moneys of the United States, all certified checks, cash-
ier's checks, treasurer's checks, demand letters of
credit, and travellers' checks oatstarding, and all
other deposits except 'time deposits' and "bank deposits'
as hereinafter defined.

"The term 'time deposits' within the meaning of this
act snagll include all 'savings accounts', 'time certifi-
cates of deposit', 'vostal savings deposits' and 'open
account time deposits' as hereinafter defined, excent
that wicnever, by the lapse of time or the giving of
notice of an intended withdrawal, savings accounts, time
certificates of deposit, and open account time deposits
become payatle in less than 30 days, such deposits shall
be considered demand deposits.

"The term 'savings accounts' shall mean deposits of
individuals and religious, charitable or similar corpora-
tions, in respect to Whlch— : ’ ‘

}

(1) A pass. book, certlflcate or other similar form of
receint, delivered to and retained by the depos1tor
or his assignee, must actually be vresented to the
bank whenever a withdrawal is made;

() The depositor or his assignee may at any time be
required by the bank to give notice of an intend-
ed witlhdrawal not less than tnirty days before
a withdrawal is made; and

(3) The btark's priated regulations, accepted bty the
depositor iaclude the above requirements.

"Deposits which are permitted to be withdrawn by check
or otherwise, without the actual prescntation of the pass
book, certificate, or other similar form of receipt whenever
a withdrawal is made, shall not be considered 'savings ac-
counts' within the meaning of this act. The retention of
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the pass book, certificate or other zimilar form of
receipt or a duplicate of same, by the bank or by an
officer, agent or employee thercof, and the presen-
tation of same by the bank, or by an officer, agent

or emoloyee thereof, shall not be considered an actual
presentation within the meaning of this act. A de-
posit made by one bank in another or a deposit of a
,business corporation or firm shall not in eny case be
considered a 'savings account' within the meaning of
this act. :

"Tre term 'time certificate of deposit' shall
mean a ceposit evidenced by written instrument deliver-
ed to and retained by the deposlitor evidencing the de-
posit with a benk, either with or without interest, of
a certain sum specified on the face of the certificate,
payatle in whole or in part to the depositor or on his
order-

(1) On a certain datc, snecified on the certificate,
more than thirty days after the date of the de-
posit; or

(2) After the lapse of a certain time subsequent to
the date of the certificate, in no case less
tasn thirty days; or

(3) After written notice wnich the bank may at its
option require to be given a certain specified
number of days, not less than thirty days betfore
the date of repayment; and

’ (4) In all cases only upen the actual presentation
of the certificate at each withdrawal for proper
endorsement or surrender.

"The retention of the certificate, or a duplicate of same,
by the bank or by an officer, agent or employee thereof, and
the presentation of same by the bank or by an oificer, agent
or employee thereof shall not be considered an actusl presenta-
tion within the meaning of this act. A deposit made by one benk
in another shall not in any case be considered a 'time certificate
of deposit' within thc meaning of this act.

"The term 'postal savings deposits! &8 usud in trie act
shall mean deposits of postal savings funds in banks under the
terms of the postal ravings act. approved June 25, 1919, as aménded.
"The term 'open account time deposits' as used in this act
shall mean deposits not evidenced by certificates of deposits or
savings pass books, in respect to which a written contract is en-
tered into with the depositor at the time the deposit is mzde pro-
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withdrawn, by check or otherwise, excewt on o riven date, more than
thirty days after the dute of the depo-it, or ou written notice
which must be given by the depositor & certain coecified number of
days in advance, in no case less than thirty days. In order for
deposits to be classified as topen account tine decosits! the bank
in which such deposits are made must actually require such written
notice before wermitting withdrawals to be made,

"The term 'bank deposits! shall include all devosit balaice:
due to other banks, bankers, and trust comparies in the United
States anu foreign countries.

"Bvery bank, baniking association, and trust company which is
or wnich becomes a member of any Federal reserve bank shall
establish and maintain a reserve consisting of an actual nct
balance with the Federal reserve bank of its district equal
to not less than thirteen per centum of the aggregate amount
of its bank deposits, three per centum of the ac.gregate amount
of its time deposits, and the following per centum of the ag—
gregate arount of its net demand deposits:

Banks in central reserve cities, 13 per centum;
Barks in reserve cities, 9 per ceutum; and
Other banks, 7 per centum;

"PROVIDED, HOWEVER, That, upon the affirmative vote of five
members of the Federal Reserve Board, any bank located in an oui—
lying district of a centiral reserve city may be permitted to main-
tain a reserve balance equal to not less than seve: or nine per -
centum of its net demand deposits, and any bank located in an out—
lying district of a reserve city may be permitted to maintain a
reserve balance equal to not less than seven per ceutum of its
net demand devosits; AND PROVIDED FURTHER, That, in computing tie
amounts of net demand deposits against which reserves must be
maintained, all member banks may deduct from the awount of their
gross demand deposits, all balances due to them from other banics
(except Federal reserve banks and for ign Ttaiks), all cask items
deposited by them with Federal reserve baiks and other bazks in
process of collectio:, all exchaunges for the clearing louse,
and all cheelzs in other banks in the same place.

"The Federal Reserve Board shall have autihority to prescribe
regulations gnaverning the maintenance of the reserves required
by this sectioxn and rurther definirg the various classes of de-
pesits herein mentioned.
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"No member bank shall keep on deposit with any State bank
or trust company which is not a member bank a sum in excess of
ten per centum or its own paid-up capital and surplus. No mem-
ber bank shall act as the medium or agent of a nonmember bank
in applying for or receiving discounts from a Federal reserve
bank under the provisions of this Act, except by permission
of the Federsl Reserve Board.

"The required balance carried by a member baik with a
Federal reserve bank may, under the regulaticns and subject
to such penalties as may be prescrited by the Federal Reserve
Board, be cnecked against and wi thdrawn by such member bank
for the purpose of meeting existing liabilities: PROVIDED,
HOWEVER, That no bank shall at any time make new loans or
shall pay any dividends unless and until the total balance
required by law is fully restored.

"National banks, or banks organized under local laws,
located in Alaska or in a dependency or insular possession
or any part of the United States outside the continental
United States may remain nonmember banks, and shall in that
event maintain reserves and comply with all the condittians
now provided by law regulating them; or said banks may, =ith
the consent of the Reserve Board, become member banks of
any one of the reserve districts, and shall in that event
take stock, maintain reserves, and be subject to all the
other provisions of this Act."
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