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ASSEMBL Y, No. 3469 

STATE OF NEW JERSEY
 

INTRODUCED JUNE 8, 1981 

By Assemblymen T. GALLO, BORNHEIMER, ADUBATO, KOSCO
 

and HURLEY
 

(Without Reference)
 

AN ACT to amend" Tbe Banking Act of 1948, " approved April 29, 

1948 (P. L. 1948, c. 67). 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New Jersey: 

1 1. Section 187 of P. L. 1948, c. 67 (C. 17 :9A-187) IS amended 

2 to read as follows: 

3 187. [Cash] Reserve balances. 

4 A. Every savings bank shall maintain [cash] reserve balances 

5 on deposits and on such other liabilities of the savings bank in 

6 amounts ·as presc1'ibed by the Federal Reserve Board pursuant 

7 to the "Depository Institutions Deregulation and Monetary Control 

8 Act of 1980," P. L. 96-221, and in such additional amounts· as the 

9 Commissioner of Banking may presc'ribe from time to time by 

10 regulation ·if he deems those additional amounts necessary for 

11 the safety and soundness of the institution·. [of not Jess than 3% 

12 of its aggregate deposits other than capital deposits.] The [cash] 

13 reserve balances may consist of (1) lawful currency of the United 

14 States, (2) demand deposits made (a) in a reserve depositary as 

15 defined in section 49, or (b) in a federal home loan bank of which 

16 the savings bank is a member, or (c) subject to the approval of the 

17 commissioner, in any bank", savings bank" or trust company 

18 incorporated under the laws of any state of the United States or 

19 the District of Columbia, whether or not such bank", savings 

20 bank" or trust company is a member of the Federal Reserve Sys­

21 tern [or], (3) immediately available funds which are transferred 

22 or sold by such savings bank to a member or nonmember bank of 
EXPLANATION-Matter enclosed in bold-faced brackets [thns] in the above bill 

is not enacted and is intended to be omitted in the law. 



2
 

23 the Federal R.eserve System for a period not to exceed the opening 

24 of business on the next succeeding banking day for such savings 

24A bank or (4) such other assets as the Commissione?' of Banking may 

24B from time to time prescribe by reg1.tlation. "'[In establishing such 

240 amounts, the commissioner shall be guided by the reserve req1.tire­

24n ments established by the Federal Reservp Board for member bamks 

24E and other depository institutions. 

25 The amount of any additional reserve requirements imposed by 

26 the commissioner may not exceed the amount of reserve balances 

27 established by the Federal Reserve Board for member banks. 

28 He shall also consider the reserve requirements established by 

29 the Federal Reserve Board for savings banks. If the commissioner 

30 deems the reserve requirements established by the Federal Reserve 

31 Board for such savings banks as being adequate, he need not impose 

32 any additional reserve requirement for savings banks pursuant to 

33 the provisions of this section. Said [required cash] reserve bal­

34 ances, to the extent of not more than [11;2%] 50% of the total 

35 required reserve balances]· •Any additional reserve amounts pre­

36 scribed by the commiss'ioner pursuant to this subsection shall not 

37 exceed the amo'U/nts established for like institutions by the Federal 

38 Reserve Board*""[, whether member banks or nonmember 

39 banks]*"'. ""[Not more than 50% of the additional reserve bal­

40 ances required by the commissioner 1.tnder this subsection'" [aggre­

41 gate deposits other than capital deposits] may be made up of 

42 obligations of the United States or of instrumentalities of the 

43 United States maturing within 1 year.]'" 

44 B.[A savings bank shall be de,emed to have complied with the 

45 requirements of subsection A of this section if its daily available 

46 funds, averaged over semimonthly periods beginning with the first 

47 and the sixteenth days of each month, shall at least equal the 

48 minimum amount prescribed by subsection A of this section.] The 

49 Commissioner of Banking may by regulation prescribe the method 

50 to be used in compu,ting the req1.tired reserve. 

1 2. This act shall take effect immediately. 



I ' 

2
 

25 The amount of any additional reserve requirements imposed hI 

26 the commissioner may not exceed the anwunt of reserve balances 

27 established by the Fedeml Reset"ve Board for member banb. 

28 He shall also considc1' the reselTe requirements cstabli.,hcd f,y 

29 the Pedeml Reserue BoaTd for sGl'ings [J(mks. If the cOJilmis:;ioi!CI' 

30 deents the reserve requirements established by the F edeml Rest' ref! 

31 Boat"d for such savings banks as being adeq1tate, he need not impose 

32 any additional reseTve H~q1lire11'/'ent for savings banks p1lrsuant to 

33 the provisions of this section. Said [required cash] reserve bal­

34 ances, to the extent of Jlot more than [11j2%] 50% of the total 

35 required reserve balances [aggregate deposits other than capital 

30 deposits] may be made up of obligations of the United States or 

37 of instrumentalities of the Uniteu States maturing within 1 year. 

38 B.[A savings bank shall be deeme(l to have complied with the 

39 requirements of subsection A of this section if its daily available 

40 funds, averaged over semimonthly periods beginning with the first 

41 and the sixteenth days of each month, shall at least equal the 

42 minimum amount prescribed by subsection A of this section.] The 

43 Commissioner of Banking may by t'egulation prescribe the method 

44 to be 1lsed in computing the required reserve. 

1 2. This act shall take effect immediately. 

STATEMENT 

On March 31, 1980, President Carter signed into law the "n(~­

pository Institutions Deregulation and Monetary Control Act of 

1980." Among its provisions is a requirement that various financial 

institutions, including savings banks, must maintain reserves 

against deposit and other liability accounts as prescribed by the 

Federal Reserve regardless of the provisions in State law. 

Under the Federal law, the new reserve requirements for all 

depository institutions will be phased in beginning October 30, 

1980. (For savings hanks, the phase in period is to be o\-er an 8 

year period). 

To assure that our State chartered savings banks may contiuue 

to operate on a parity with other financial institutions, it is nece~.;­

sary to amend our existing law uealing with reserve (cash) bal­

ances. Adoption of this bill will give the Commissioner of Banking 

the ability to effect an orderly phase in of the mandated Federal 

program on reserves. 

This bill permits the Commissioner of Banking to examine the 

level of reserves established by the Federal Reserve Board for 

savings banks, and to determine wheth? those)levels are adequate. 

fl 31.f6 elf LII til 
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If so, no additional State reserve requirement need be imposed. 

If that level is deemed inadequate, the commissioner may impose 

additional reserve requirements, but in no event may that addi­

tional reserve requirement exceed the level established by tlv 

Federal Reserve by member hUllks. For example, if the !i'ederal 

Reserve established U 4% level of reserves for member hanks, the 

commissioner may, in addition to the reserves established b)" the 

Federal Reserve for savings banks, impose a maximum of 45/0 

upon such savings banks. 
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SENA TE A1n~XD.MENTS TO 

ASSEl\IBLY, No. 3469 

STATE OF NEW JERSEY
 

ADOPTED .TUNJ1j 29, 1981 

Amend page 1, sectio'l 1, Jille 17, aftt>r "ballk", insert ", savings bank". 

Amend page 1, seetioll 1, line 19, aftpT' "hank", insert", savings bank". 

~<\1nelld page 2, section 1, line 38, aft(~r "hanks.", omit "Not". 

Amelld page 2, seetion 1, liTH>S :19-4:-{, omit in entirety. 

S']' A'I'.KMgN']' 

This amendment pCl1llits reserve Imlallces to include lawfnl ('UITeJWY 

ill other savings hanks. Tt also d(~If\tes tlH~ n~quirelllmit that not lIlore 

than 50% of any additional reserve halances lllay he made up of obliga­

tions of the Ullited States or of instrumentalities of the Ullited States 

maturing within 1 year. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

Sl'ATKMj1~XT TO 

ASSEll,IBL Y, No. 3469 
with Senate cOlllmittee C\melldmelltfl 

STATE OF NEW JERSEY
 

DNFFm: .TTJNl'j 18, 1981 

On March 31,1980, President Cart!'r signed into law the "Depository 

InstitutiOlls Deregulation awl Monetary ConTrol Act of 1980 

(DIDAMCA)." Among its provisio!U'; is a requinnuellt that various 

financial institutions. illelnding saving'S lJallks, must maintain l'f'sprves 

against deposit and other liability accounts as prescrihed by theF\~(h~ral 

Reserve Board. Th(~ law was desig"!Il'd to allow more effeetiveP'<'deral 

control ow~r lllouetar.Y !Jolic.v by allowing trw F(~d('ral Reserve Board 

to establish reserve lev(~ls for all depository illStil:utiolls. "~fter tIll' 

initial H-year phasing··i]! IJPriod. all depoRitory institutions will maintain 

the same reserVl~ balance. 

'l'his bill would alIa,,\, tlw COIllIllissiolwr of Banking, by rcglliatiou, 

to pres(~ribe additional r(~s(~rve ]"(~quirelllel!ts which eould not excppd 

the alllOunh; estabht·d}(~d for savi ugs ban ks by the P'(~deral Heserve 

Board. At pre~';<~llt, savings banks ollly have Ntate res('rv(~ requin~mPllts 

of not less than ;3% of all institution's aggregate depm.;its other tl1aJI 

capital dOJlo:5its. 'I'll<''' J)elJ()sitoJ'~' II i stitutions Deregulatioll and "..\1one­

tary Control Act of l!)tSU" cmated Federally-chartered mutual suvil1g:o; 

banks and brought Stah~-chartered :mving's hanks ullder Ow reserve 

authority of the Federal R(~SerH~ Board. 

This bill would delete tlw statutory ltIinilllUIll for State-establishpd 

reserves of 3% ill favor or re:5erVl~ l'I~quin~ltIellts to be established by 

the cOlllmissioner ill amounts which he deems llecessary for the safety 

and soundness of State-('hal'ttH't~d savillgs hank..,. 

Federal and Stat<~ reserve n:~quil'elll()J1ts serve different purposes. 

Federal reserve requiremellts under DTDAMCA may be imposed solel~' 

for the purpose of implementing monetary policy (~103(1» (2) (A)). 

'rhis purpose is unrelated to the principal reason for State-imposed 

reserve requirements, i.e.. liquidity and asset quality. Congressional 

recognition of the very different functions of State amI Federal reserve 

requirellJellts is evident ill ~ 104(a) (2) of DIDAMCA, which IJl'ovides 

that balances maintained to Ineet Federal reserve requirements lllay 

be used to satisfy liquidity requirements which may be imposed under 

State law. 
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The Senate Labor, Industry, and Professions Conmlittee understands 

that the Commissioner of Banking does not plan to depart from reserve 

requirement amounts established hy the Federal Reserve Board. This 

bill, however, gives the commissioOl~r authority to set additional 1'1' ­

serves, should they be necessary under extraordinary circumstances, 

to insure the safety and soundness of New Jersey's savings banks. 

rfhe committee further understands that there is no intention under 

this legislation to establish any additional reserve requirement which 

would result in a competitive disadvalltag-e for State-chartered savings 

banks. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMr.lITTEE
 

STATE:Jn~~T TO 

ASSElVIBLY, No. 3469 

STATE OF NE\NJERSEY
 
DATED: JUNE 18,1981 

On March 31, 1980, Presiclent Carter sigl1ed into law the "Depository 

Institutions Deregulation and Monetary Control Act of 19S0.~' Among 

its provisions is a requirement that various financial institntiolls, includ­

ing savings banks. must maintain reserves against deposit and other· 

liability accounts as prescribed by the Federal Reserve Boure1. 

This bill would allo,,,- the Commissioner of Ballh.'i.ng, hy regulation, to 

prescribe additional resene requirements in amounts which he dePllls 

necessary for the safety and sonndness of the institutions. 

.Additional reserve amonnts prescribed hr the Comrui;;;sioner ('ould 

..	 not exceed the amounts established for like institutions by the Federal 

Res~rve Board, whetber member banks or non-member banks. :Kot more 

than 50% of the additional reserve balances required bY the Coinmis':: 

sioner could be made up of ohligations of the United States or of instIll ­

mentalities of the Uniteel States maturing within 1 year. 
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