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[OFFICIAL COpy REPRINT] 

ASSE l\JI:BL.Y, N0.3470 

INTRODUCED JUNE 8, 1981
 

By Assemblymen T. GALLO, BORNHEIMER, ADUBATO, KOSCO
 

and HURLEY 

(Without Reference) 

AN ACT to amend "The 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 48 of P. L. 1948, c. 67 (C. 17 :9A-48) is amended to 

2 read as follows: 

3 48. Nonmembers of Federal Reserve System. 

4 A. A bank which is not a member of the Federal Reserve System 

5 shall, subject to the provision of subsection B of this section, at all 

6 times have in available funds consisting- of (1) lawful currency of 

7 the United States, or (2) balances due on demand from reserve 

8 depositaries, or (3) direct obligations of the United States which 

9 have a maturity of not more than 18 months, [not less than an 

10 amount equal to the aggregate of 15% of its immediate liabilities 

11 3% of its time liabilities.] or (4) such other assets as the Com­

12 missioner of Banking may from time to time prescribe by regula­

13 tion, reserve balances on deposits and such other liabilities in 

14 amounts !t as prescribed by the Federal Reserve Board pursuant to 

15 the "Depository Institutions Deregulation and Monetary Control 

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

17 Commissioner of Banking may prescribe by regulation. "'[In estab­

18 lishing such amounts, the commissioner shall be guided by the 

19 reserve requirements established by the Federal Reserve Board 

20 for member banks and other depository institutions. He shall also 

21 consider the reserve requirements established by the Federal Re­

22 serve Board for nonmember banks. If the commissioner deems the 

23 reserve requirements established by the Federal Reserve Board 
EXPLANATION-Mauer enclosed in bold-faced brackets [thus] in the above biU 

is not enacted and is. intended to.beomiued in the law. 
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23A for such nonmember banks as being adequate, he need not impose 

23n any additional reserve requirement for nonmember banks pursuant 

23c to the provisions of this section. 

24 The amount of any additional reserve requirements imposed by 

25 the commissioner may not exceed the amount of reserve balances 

26 established by the Federal Reserve Board for member banks. 

27 The amount of direct obligations of the United States, if any, 

28 which may be included in available funds shall be established by 

29 regulation of the Commissioner of Banking but in no case shall 

30 such amount exceed 50% of the total required available fund.]'" 

30A "'if he deems those additional amounts necessary for the safety and 

30n soundness of the institution. Any additional reserve amounts pre­

30c scribed by the commissioner pursuant to this subsection shall not 

30D exceed the amount established for like institutions by the Federal 

30E Reserve BoardU 
[, whether membe't" banks or non-member 

30F banks]f."~. Not more than 50~6 of the additional reserve balances 

30G 'required by the commissioner under this s'nbsection may be made up 

30H of obligations of the United States or of instrumentalities of the 

31 United States maturing within 1 year. * [The commissioner may 

32 from time to time with the concurrence of the banking advisory 

33 board, increase or decrea::;e such percentages; provided, that, in the 

34 case of immediate liabilities, such percentage shall not be lower than 

35 15 or higher than 30 and, in the case of time liabilities, such percent­

36 age shall not be lower than 3 or higher than 6. Notwithstanding the 

37 foregoing provisions of this section, the amount of available funds 

38 required of such a bank shall at no time exceed the amount of the 

39 reserve balances it would be required to maintain were such a bank 

40 a member of the Federal Reserve System. The sufficiency of the 

41 available funds of any such bank upon a particular day shall be 

42 determined upon the basis of the bank's immediate liabilities at the 

43 opening of business on that day.]
 

44 B. [A bank shall be deemed to have complied with the requil'e­


45 ments of subsection A of this section if its daily available funds,
 

46 averaged over semimonthly periods beginning with the first and
 

47 the sixteenth liays of each month, shall at least equal the minimum 

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

49 m'is.siot~er of Banking may by regulation prescribe the method to 

50 be used in computing the requ'ired reserve. 

1 2. Section 49 of P. L. 1948, c. 67 (C. 17 :9A-49) is amended to 

2 read as follows: 

3 49. Definitions. For the purposes of this article. 

4 [(1)]"Reserve depositary" includes 

5 (a) A Federal Reserve bank, 
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6 (b) A member of a Federal Reserve bank organized in a Federal 

7 Reserve district which includes all or any part of this State, which 

8 shall be approved by the commissioner as a reserve depositary, 

9 (c) A bank which is not a member of the Federal Reserve System, 

10 but which shall be approved by the conunissioner as a reserve 

11 depositary, and 

12 (d) A member of a Federal Reserve bank organized in a Federal 

13 reserve district which does not include all or any part of this State; 

14 provided, such member is approved by the conunissioner as a 

15 reserve depositary; 

16 [(2) "Inunediate liabilities" shall include all deposits payable 

17 on demand, or in less than 30 days, or in less than 30 days after 

18 demand, and all other claims payable on demand; 

19 (3)" Time liabilities" shall include all liabilities other than 

20 inunediate liabilities; 

21 (4) The commissioner, with the concurrence of the banking 

22 advisory board, may from time to time modify or supplement the 

23 dl'finitions of inunediate liabilities and time liabilities as set forth 

24 ir. this section, except that demand deposits shall always be included 

25 in the definition of immediate liabilities and time deposits shall 

26 always be included in the definition of time liabilities.] 

1 3. This act shall take effect immediately. 
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lU (3)" Time liabilities" shall include all liabilities other than 

20 immediate liabilities; 

21 (4) The commissioner, with the concurrence of the banking 

:!2 l)(l'\"isory board, may from time to time modify or supplement the 

23 definitions of immediate liabilities and time Ii abilities as set forth 

~4 in this section, except that demand deposits shHll always be included 

25 in the definition of immediate liabilities amI time deposits shall 

26 always be included in the definition of time liabilities.] 

1 3. This act shall take effect immediately. 

STATEME~T 

On March 31, 1980, President Cnl'tcr siglwd into law the "De­

pository Institutions Deregulation and :Mondary Control Act of 

1980." Among its provisions is a requirement that banks, regard­

l('ss of whether tbey are members of the T1'ederal Reserve or not, 

must maintain reserves against deposit and other liability accounts 

as prescribed by the Federal Reserve, and 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 non-member banks, the phase in period is to be over 

an 8 year period.) 

To assure that our State chartered commercial. banks may 

continue to operate on a parity with national banks, it is necessary 

to amend our existing law dealing with reserves so that the 

commissioner will have the ability to effect all orderly phas,e in of 

the mandated Federal program on reserves. 

The bill permits the commissioner to examine the level of 

reserves established by the Federal Reserve Board for non-member 

banks, and to determine wllether those levels are adequate. If so, 

no additional State reserve requirement need be imposed. If that 

level is deemed inadequate, the commissioner may impose additional 

reserve requirements, but ill no event may that additional reserve 

requirement exceed the level established hy the Federal Reserve for 

member banks. For example, if the Federal Reserve established a 

4% level of reserves for member banks, the commissioner may, in 

addition to the reseI'ves established by the Federal Reserve for 

non-member banks, impose a maXImum of 4% upon such non­

member banks. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

~rrAT]{;MENrl' '1'0 

ASSEl'IBLY, No. 3470 
with Senate committee amendments 

STATE OF NEW JERSEY
 
DArr:BJD: JUNm 18, 1981 

On March 31, 1980, PJ'(~sidellt Cartel' signed into law the "Depository 

Institutions Dereg-ulati OIl GUld ~fOJLetaTY Control Act of 1980 

(DIDAMCA)." AIfl()llg its provisi ons is a requir<~ment that various 

financial illstitutions, illcluding ha nks which are not members of the 

Federal Res(~rve System, must maintain reserves ag'ai1lst deposit and 

other liahility ac.counts as preRcrihrd hy th(· Fed(~ra I ReRPrve Boa rd. 

rehe law was designed to allow more effective Federal cOlltrol over 

monetary policy hy allowing the Federal Reserve Board to establish 

reserve levels for all de]Jository institutions. After the ilJitial 8-year 

phasing-in period, all depository institutions will JWlintaiJL tlw saHle 

reserve halance. No distinction will he made hetween member and nOll­

member banks. 

This hill would allow the COJlllJlissioner of Banking, hy reh'lllatioll, 

to prescrihe additional reserve requirements which eould Hot exeeed the 

amounts established for like illsritutiom; by the E'ederal Reserve Board. 

As present, the Commissioner of Banking estahlislws reserves for 

State-chartered ballks which arp !lot members of the Federal Reserve 

System; these reserves ma:' 1lot he less than all Ulll0U11t equal to the 

aggregate of 15% of the bank's immediate liabilitieR and 3% of its time 

liabilities. At ltO time <'un the reserve set by the COllllnissioner exceed 

the reserves established hy the F'pc]eral R(~sel"Ve Hoard for member 

hanks. This bill would ddete the statutory minimunu; for State-estab­

lished reserves of 15~, and 3~!o i II fa VOl' of reserve balances to he 

established by the COllllllissioner ill alllounts which he demus necessary 

for the safety and soulldlless of Rtate-<'hartcred nonmember banks. 

Federal and State J"(~sprve requinmwllts s(~rve different purposes. 

Federal Reserve requirements under DTDAMCA may be imposed solely 

for the purpose of implemelltiug' 1Il01letar:' policy (§ 103(b) (2) (A)). 

This purpose is unrelated to the pri1lcipal reason for State-imposed 

reserve requirements, i.E'., liquidity mid asset quality. Congressional 

recognition of the vpry difF(~rellt fUllctioJls of State and Federal reserve 

requirements is evident in ~ l04(u) (2) of DTDAMCA, which provides 
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that balances maintained to meet Federal Reserve requirements may 

be used to satisfy liquidity requirements which may be imposed under 

State law. 

The Senate Labor, Industry, and Professions Committee understands 

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

requirement amounts established by the Federal Reserve Board. This 

bill, however, gives the COllilllissiolJer authority to set additional re­

serves, should they be necessary under extraordinary circumstances, 

to insure the safety and soulldllPSS of New .Jersey's banking insti­

tutions. 

The cOlllmittee understands that there is no intention under this 

legislation to establish any additional reserve requirement which would 

result ill a competitive disadvantage for State-chartered nonmember 

banks. 



SENATE LABOR, INDUSTRY AND
 
PROFESSIONS CO!\1M:IITEE 

STATEMENT TO 

ASSEMBLY, No. 3470 

STATE OF NEW JERSEY
 
DATED: JUNE 18, 1981 

On March 31, 1980, President Carter signed into law the "Depository 

Institutions Deregulation and :Monetary Control Act of 1980." Among 

its provisions is a requirement that various financial institutions, in-­

eluding banks which are not members of the Federal Reserve S)'stem, 

must maintain reserves against deposit and other liability accounts as 

prescribed by the Federal Reserve Board. 

This bill would allow the Commissioner of Banking, by regulation, to 

prescribe additional reserve requirements in amounts which he deems 

necessary for the safety a~d soundne~s of the institutions. 

Additional reserve amounts prescribed by the commissioner could not 

exceed the amounts established for like institutions by the Federal 

Reserve Board, whether member banks or non-member banks. Not more 

than 50% of the additional reserve balances required by the Commis­

sionercould be made up of obligations of the United States or of instru­

mentalities of the United States maturing within 1 year. 
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