January 31, 1945.

TO: Board of Governors Subject: Revision of Regulation P
and Standard Application for Voting
FROM: Messrs. Dreibelbis and Leachman Permit by Holding Company Affiliates

e alar AN S
We have prepared and submit herewith:

1. A suggested form of letter to all holding company affil-
iates having voting permits;

2. A suggested revision of the Board's Regulation P which
reflects the proposed changes and revisions; and

3. A suggested revision of the Board's standard form of Appli-
cation for a Voting Permit which would combine the present Application
and Agreement and which reflects the proposed changes and revisions.

The adoption of a program such as is embraced in the foregoing
would involve a termination of 2ll outstanding permits and a reconsidera-
tion of each case in which the holding company affiliate elected to apply
for a new permit. This would involve certain administrative problems
concerning which the Division of Examinations is better able to advise.
It has the merit, however, of setting up rules of general application
under which no holding company could validly complain that it was being
singled out for special treatment. Moreover (recognizing that holding
companies are not ;eguired to obtain voting permits), we believe that it
goes about as far as the Board can go within the framework of section 5144
of the Revised Statutes toward achieving the objectives outlined in its
Annual Report for 1943.

The effectiveness of the program, as stated, depends upon the
need which a particular holding company might have for a voting permit.

No company is required to obtain a permit, but if it does obtain one,
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it will be required tc make certzin agreenents which we believe will
accomplish much along the lines of the Board's exprzssed objectives.
Also, we peint out that, under the program, = holding company which
insists on engaging in & ncnbanking business will lose its exemption-

from the "Investment Company Act of 1940" whether or not it applies for

a voting permit.
The high lights of the proposed changes are as follows:
REGULATION P

L. A "Foreword" to the Regulation is suggested. This con-
stitutes a declarstion of policy to serve as notice to all helding
company aifiliates that the Board, in granting voting vermits, will
censider and undertake to mest its responsibilities for the enforcemeunt
of section 7 of the Clayton Act; that voting permits will be granted,
other requirements being met, only where the holding company affiliate
would have a voting permit for all subsidiary momber banks; and that
no helding compeny affiliate will be determmined by the Board to be
primarily engaged in maneging or controlling banks znd thus be made
exempt from the "Investment Company Act of 1940" if a substantial or
important part of its business is unrslated thereto.

O

2. The Regulation will be shortened materially by the elim-
ination of mere restatements of the statute.

3. The specific provision for "limited" voting permits will
be eliminated - although it will still be possible to grant a limited
permit if the occasion requires such.

4. Provision is made Tor the surrender, temmination or revo-
cation of a voting permit. So far as we have been abie to ascertain,
the circumstances under which a holding company affiliate may surrender
a voting permit or the Board terminzte cune (as distinguished from rovok-
ing it after hearing) has never been definitively stated.

STANDARD APPLICATION FOR VOTING PERMIT

1. We have combined the standard Application and standard
Agreement into one deocument, eliminating that which seemed to us to be
surplusage.

&. We have inserted a paragraph requiring every holding com-

pany affiliate which obtains a permit to agree that it will not there-

o~ after acquire the stock of any bank unless it has made an affirmative
-
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showing to the Board thet the acquisition will not vielate the
Cilayton Act and has cbtained the approval of the Board. Assuming
that the Board has responsibilities under the Clayton Act and that
section 7 is applicable to bank holding companies, both of whictk
assumptions we believe to be correct, we believe that under the re-
cent decisiens of the Supreme Cour —/ the foregoing requirement 1is
clearly within the Board's authority. Violation of this provision
would result in the automatic termination of the voting permit.

3. A corresponding paragraph relating to the acquisition
of nonbanking subsidiaries also has been inserted.

4. We have inserted a paragraph reguiring every holding
pany affiliate wnich obtains o permit to agree not to lend in ex
sg of $2,500 to ite own executive officers or those of its uu051d~
y banks. This, in a messure, would write +1on 22(g) of the

B6(
deral Reserve A(t into the liolding company affilieste's agrseament.
& 4
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5. A provision regarding dealing or trading in or lending
upon its own stock or any of its subsidiaries has been inserted.

6. The circ ImS*&DCub under which a holding company affili-
ate may surrender a permit are defined. It would permit surrender at
the option of the holding ccmpany affiliate but a surrender of a per-
mit covering ono subsidiary bank would operate as 2 surrender of all
permits held by such company. This would represent a distinct change
in the existing situation.

O

7. We have inserted a provision which would require & held-
ing company affiliate obtaining a2 permit t¢ agree that the retention
of such permit is conclusive evidence that the bank covered by the per-

mit is in fact a subsidisry.

8. Tinally, we have insecrted a provision reaquiring every
helding company affiliete whickh obtained a permit to agree that all
of its undertakings with the Board, 2s evidenced by its Application
and any special agreement, are considered inseparable. Consequently,
i’ one provisicn falls, all would fall; the permit would be termi-
nated and the company would have to file & new application if it
wishes te have a permis.

L/ Federsl Communications Cormission vs Pottsville Broadcasting
Company, 309 U.S. 134, 138; Federal Radio Commission vs. Nelsonm
Brothers Company, 289 U.S. “66, 285; le_pd States vs. uropcknt
Amusement Co., et al., December 11, 1944, 65 Sup. Ct. Repdrt'r
254 (Advance Sheets)

Vs
b 4
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In the light of our comprehensive study of the subject we
believe that all of these proposed measures can be defended both as
to their soundness and as o the Board's legal authority.

The Board's authority to terminate voting permits is cru-
cial to the entire program recommended herein; and it may be that such
autbority will be gquestioned, because such right was not expressly
reserved when a particular voting permit was granted or for some other
reason. We do not believe such an attack would be sustained by the
courts.

Under section 5144, Revised Statutes, the Board of Governors

¢f the Federal Reserve System may, in ifs discretion, grant or with-

hold a voting permnit to or from a holding company affiliate "as the pub-

&
b
lic interest may reguire." This is 2 legally sufficient criterion.™

There is no requirement that the Board shall grant voting permits for
an indefinite or for any particular reriod of time. The Beard's statu-
tory duty in this respect would seem to require that it retain rather
than surrender jurisdiction over all such permits "as the public inter-
est might require"™ even in absence of violaticn of any of the provi-
sions of the Banking Act of 1933 or any agreement made pursuant to
section 5144, Revised Statutes. The power to withhold the permit in

the Tirst instance in the public interest would imply that the Board

/ Federal Communications Commissicn vs. Pettsville Broadcasting
Company, 309 U.S. 134, 1%8; Federal Radio Commissicnh vs. Nelson
Brothers Company, 289 U.S. 266, £285.

feo
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has the power to and shcould terminate outstanding permits should the
publie interest require it.

The appiicant is required by statute to meke certein repre-
sentations and agreements in its application. In acting upon an ap-
nlication, the Beoard must, under such statute, consider certain speci-
fied matters; and if such permit is granted, the Board must impose

certain specified conditions.

Procedure is provided by section 5144, Revised Statutes,

o

for the "revocation™ of

such permit in the discreticn of the Beard
should it appear that the helding compeny affiliate "has violated any
the provisions of the Banking Act of 1933 or of any agreement made

3

pursuant to this scction" (Sec. 5144). Certain statutory penalties

flow from a "revcecation" of such permit.

These statutory requirements however are noet considered as
a limitation upon the exercise by the Beard of its discretion for the
touchstone provided by Ccngress is the reguiremsnts of the public in-

terest. Congress did give the Board a mandate to consider certain

specified matters and to impose certain specified conditions in the’

o

exercise of the Board's discretion; but in so deoing it did not attempt

an itemized catalogus of the specific menifestations of the general
problems for the solution of which it gavs to the Board discretion to
be exercised in the public interest.

Section 5144 refers to "the period that the permit remains

in force,™ indicating the right on the part of the Board tg fix an

expiraticn date either at the time the permit is issued or thersafier.
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Throughout the Torm of Applicaticn, the same term is used. Thus, in
paragraph 6, the prohibited parti ation by the Applicant in the
management or direction of securities companies is limited to the time
"that such permit remains in force." Paragraph 7 of the Torm of Ap-

plication provides that, "until the termination of any permit which

may be granted hereunder, by revocation or otherwise,” it will nct di-

ractly or indirectly poy dividends except cut of achual net earnings.
Paragraph 8 of the Board's standard form of Application for
Voting Permit, which we understand has been filed by all helding com-

=

pany affiliates having general voting peruits, provides as follows:

p.

"The Applicant expressly agrees that the rermit
applied for hereunder may be granted for such period
and for such purposes as the Board may determine, and
that, before the date of expiraticn of such periocd, or

- before such other date as_ the Board may fix, the Appli-
cant, if 5o requested by the Board, will file & new ap-
plicaticn or applications, in form prescribed by the
Board, for a permit or permits to vote the stack owned
or controlled directly or indirectly by the Applican
or held by any trustee for the benefit of the sharsholders
or members of the Applicant, in gny subsidiary member
bank."

The protection of the public interest by the Board is a con-
tinuing duty which cennct be completely and finally discharged or abdi-
cated by the Board on any specific date by granting a voting permit to

1 holding company affiliste on such specific date for an indeterminate
period subject cnly to termination by revocation proceedings upon con-
viction of violations above referred te. Sheuld this be true, the
measure of the public interest wceuid be nerrowed down to such vicla-

tions, and the public interest would thus become static.
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A distinection is therefore drawn between (a) a termination
of the voting permit pursuant to the provisions of paragraph 8 of the
Application for a Voting Permit or the exercise by the Board of its
inherent power over voting permits and (b) & "revocation" of said per-
mit for convicted violations of the Benking Act cof 1933 or agreements
made in the application pursusnt to the provisions of section 5144,

U.S

w

P RS

It seems appurent that wheres the public interest may require
it the Board may terminate permits without revocation procecdings.
This is implicit in the power cf the Doard to issue the permit. This

power is limited only by good faith on the part of the Board in the

exercise of it in the requirements of the public interest. OStated dif-

O

ferently, such power may not be exercised purely as & subterfuge to
bring about or as a substitute for procesdings leading to a revocation
of a permit where the complaint is a violation cf the Banklug Act
of 1933 or of agrecments made pursusnt to section 5144, Revised Statutes.
Moreover, if, contrary tc the above conclusion, it be ascumed
that the Board does not have the inherent powser to terminate voting
permits except by revocation proceedings, there would still remain the
question of a holding company's obligaticn under paragraph 8 of the
Application already gquoted. If this paragraph is given any mesning,
it would seem that & holding compspy wili have breached its agreement
when, after the Board has requested the company to file a new applica-

tion within & fixed date, the company shall have failed to do so. Atb
s pa

most, therefore, a holding company's choice would seem tc be between

o~
o
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termination with the prospect of securing & new permit under a new
application on the one band and revecation with the resulting sanc-
tions and without prospect ¢f a new permit on the other.

The documents herewith submitted have been prepared without
the technical advice of the Division of Examinations. If the Board
iooks with favor on the program embraced in the documents, they should
be reviewed by that Division. Also, the Beard may wish to submit them
to the Federal Reserve Banks for their comments and te deal with the
holding company affiliastes involved through the Federal Reserve Banks.
Subject to this, we recommend the adoption of the program.

= Attachments
W
W
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DRAFT FOR DISCUSSION OF A PROPOSED LETTER TO ALL
HOLDING COMPANY AFFILTIATES HAVING VOTING PLRMITS

Tﬁis letter is addressed to you because of the voting permit
which the Board has heretofore granted authorizing you to vote the
shares held in the bank or banks named in the permit. Similar letters
are being addresced to all "holding company affiliates" which have
been granted voting permits.

The Board's experience in administering bank holding company
legislaticn has now extended over approximately a ten-year period. As
you perhaps know, the Board's observation of the operations and poli-
cies of bank holding companies over this period led it, in its Annual

Report for the year 1943, to point out certain developments in the

O

bank holding company field and to express certain conclusions which it
had reached. These developments have continued seriocusly to concern
the Board.

As a result, in addition to recommending the enactment of
comprehensive legislation in its Annusl Report, the Bosrd has devoted
itself to a special review of the terms, conditions and undertakings
which prevail under the present voting permit arrangements in their re-
lation to the Board's responsibilities under court decisions and the
statutes which it is specifically authorized %o administer.

The question is now raised whether, in the public interest,
it is not timely and appropriate for the Board now to revise its exist-
ing Regulation P and the terms and conditions under which voting permits

will be granted to "holding company affiliates". Accordingly, the Board,
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under its discretionary authority, is considering terminating all pres-
ent voting pefmits and requiring each "holding company affiliate™, pur-
suant to paragraph 8 of its application, to file a new zpplication.

The Board contemplates prescribing new forms to be used in

applying for a voting permit and fixing the date within which the new

(=5

application should be made. Likewise, certain revisions and changes in
the standard requirements which the Board would impose incident to
granting a voting permit are contemplated. The revisions and changes
now under consideration sre set out in the two enclosures. The first

reflects the changes which would be made in the Board's Regulation P.

The second, with the changes therein reflected, would combine the exist-

N

-~ ing standard application for & permit and the standard agreement into
- one document. The Board belisves that both drafts are self-explanatory
and need no comment.

Following the Board's usual policy in such matters, they are
being submitted to you for such recommendations and comments as you
may wish to meke. In order that none may be overlooked, the Board sug-
gests that any such comments or recommendations be submitted by letter
as prompbtly as possible within the next two wesks.

Very truly yours,

Chester Morrill,
Secretary.

- Enclosures
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Draft of Regulation P Revised for Discussion

FOREWORD

SECTION 5144 OF TIE REVISED STATUTES COF THE UNITED STATES PROVIDES
THAT THE BOARD MAY, IN ITS DISCREIION, GRANT OR WITHHOLD A VOTING PERMIT
TO OR FROM A HOLDIWNG COMPANY AFFILIATE AS THE PUBLIC INTEREST MAY RE-
QUIRE.

IN ACTING UPON AN APPLICATICN FOR A VOTING PERMIT THE BOARD I5
REQUIRED TO CONSIDER THE FINANCIAL CONDITION OF THE APPLICANT, TiHE GEN-
HRAL CHARACTER OF ITS MANAGEMINT, AND THE PROBABLE EFFLCT OF THE GRANT-
ING OF SUCH PERMIT UPON THE AFFAIRS OF THE BANK IFOR WHICE TEE VOTING
PERMIT IS SOUGHT. 1IN ADDITION, IT IS TEE POLICY OF THE BOARD, ACTING
UNDER ITS DISCRETIONARY AUTHORITY, TO IMPOSE CERTAIN UNIFORM CONDITIONS

AND REQUIREMENTS INCIDENT TOU GRANTING A VOTING PERMIT TO ANY HOLDING

O

COMPANY AFFILIATE. THESE REQUIREMENTS ARE CONDPAINED IN THE STANDARD
FORM OF APPLICATION WHICH THE BOARD HAS PRESCRIBED.

IT IS CONTRARY TO THE PUBLIC INTEREST FOR ANY HOLDING COMPANY A¥-
FILIATE TO ACQUIRE OR TO RETAIN THE STOCK OF TWO OR MORE BANKS IF SUCH
ACQUISITION OR RETENTION WOULD BE IN VIOLATION OF SECTION 7 OF THE
CLAYTON ACT. SECTION 7 OF THE CLAYTON ACT GOVERNS THE ACQUISITION BY
CORPORATIONS OF STOCK IN TWO OR MORFE CORPORATIONS ENGAGED IN COMMERCE
WHERE THE EFFECT MAY BE TC SUBSTANTTIALLY LESSEN COMPETITION BETWEEN
SUCH CORPORATIONS, OR TO RESTRAIN SUCH COMIERCE IN ANY SECTION OR COM-
MUNITY, OR TEND TO CREATE 4 MONOPOLY. SECTION 11 OF THAT ACT VESTS
AUTHORITY TO ENFORCE COMPLIANCE OF SECTION 7 IN THE BOARD WHERE APPLI-

CABLE TO BANKS, BANKING ASSCCIATIOHNES sND TRUST COMPANIES., ACCORDINGLY,

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



Tl

O

THE POLICY OF THE BOARD IS TO WITHHOLD A VOTING PERMIT UNTIL THE AP-
PLICANT HAS MADE AN AFFIRMATIVE SHEOWING SATISFACTORY TO ThYE BOARD THAT
THEE RETENTION OR USE OF THE STQCK HELD BY THE APPLICANT IN ANY BANK IS
NOT AND WILL NOT BX IN VIOLATION OF SUCH SECTION. ANY HOLDING COMPANY
AFFILIATE WHICH APPLIES FOR A VOTING PERMIT WILL BE REQUIRED, AS AN
INCIDERT TO THE RETENTION GI" THE PERMIT, IF ONE IS GRANTED, TO AGREE
THAT IT WILL NOT THEREAFTER ACQUIRE ANY STOCK OF ANY BANK WITHOUT HAV-
ING FIRST MADE AN AFFIRMATIVE SHOWING TO THE BOARD, SATISFACTORY TO IT,
THAT SUCH ACQUISITION OR USE THERECEF WILL NOT BE IN VIOLATION OF SEC-
TION 7 AFCRESALD AWD WITHOUT HAVING OBTAINED THE PRIOR APPROVAL OF THE
BOARD.

IT IS NOT THE PCLICY CF THE BOARD TO GRaNT A VOTING PERMIT TO A

HOLDING COMPANY AFFILIATE EXCEPT UNDER SUCH CIRCUMSTANCES AS WOULD RE-

O

SULT IN SUCH HOLDING COMPANY AFFILIATE HAVING s VOTING PERMIT FOR ALL
OF ITS SUBSIDIARY MEMBER BANKS. WHERN IT DERMS IT IN THE PUBLIC INTER-
EST SO TO DO, THE BOARD, TN CONSULTATICON WITH OTHER APPROPRIATE SUPER-
VISCRY AUTHORITIES, MAY REQUIRE ANY NONMEMBER SUBSIDIARY BANKS TO BE-
COME MIMBERS AS AN INCIDENT TO THE BOARD GRANTING AND THE HOLDING COMPANY
AFFILIATE RETAINING A VOTING PERMIT.

SECTION 3(C)(4) OF THE INVESTMENT CUMPANY ACT OF 1940 EXCLUDES ‘FROM
THE DEFINITION Of INVESTMENT COMPANIES OTHERWISE SUZJECT TO SUCH ACT,
ANY HOLDING COMPANY AFFILIATE, WHICH IS UNDER [HE BOARD'S SUPERVISION
BY REASCN OF THE FACT THAT IT HGLDE A GINERAL VOTING PERMIT 4ND WHICH
IS DETERMINED BY THE BOARD TG BE PRIMARILY FNGAGED IN THE BUSINESS OF
MANAGING OR CONTROLLING BANKS. WHERE A SUBSTANTIAL OR IMPORTANT PART

f""
W
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OF THE BUSINESS QF AN ORGANIZATION IS UNRELATED TO THE OPERATION aND
MANAGEMENT OF CONTROLLED BANKS aND IS OF SUCH & TYPE AS OTHERWISE TO
CAUSE IT TO BE SUBJECT TO THE INVESTMENT COMPANY ACT OF 1940, THE
BOARD CANNOT DETERMINE THAT SUCH ORGANIZATION IS PRIMARILY ENGAGED IN
THE BUSINESS OF MANAGING OR CONTROLLING BANKS.

THE BOARD, IN PARTICULAR CASES, WILL IMPOSE SUCH SPECIAL CONDI-
TIONS AND REQUIREMENTS AS IT MAY DEIFRMINE ARE NECESSARY OR APPROPRIATE
IN THE PUBLIC INTERES’I‘. |

ANY INQUIRY RELATING TO TdIS REGULATION SHOULD BE ADDRESSED TO THE
FEDERAL RESERVE BANK OR THE FEDERAL RESERVE BRANCH BaNK OF THE DISTRICT

IN WHICH THE INQUIRY ARISES.

f’-\
p -
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Regulation P
Revised, Effective Famuary MAY 1, 1936 1945

(Superseding Regulation P, Series of 1933)

Holding Company Affiliates--

Voting Permits

Statutory Provisions
This regulation is based-upem-and issued pursuant to AUTHORITY
VESTED IN THE BOARD BY LAW INCLUDING wariecus-previsiens-ef section 5144
of the Revised Statutes of the United States, ard-ef SECTIONS 7 AND 11
OF THE CLAYTON ACT (TITLE 15 U.S.C.A., SECS. 18 AND 21), AND the Federal
Reserve Act the-mess-imporsani-of-whieks-together-with-retabed-provisions

of-laws-are-publishea-in-the-Appendix-hevrels.

Section 1. Definitions
Yor the purposes of this regulation--

(a) Holding company affiliate.--The term "holding company affiliate"

shall have the meaning given to it by section 2(¢) of the Banking Act of
1953.£/ {See-Appendixy-page-8+}
(b) Affiliate.--The term "affiliate" shall have the meaning given to
it by section 2(b) of the Banking Act of 1933. LSee-Appendix,-page_B-Lg/
(c) Subsidiary.--The term "subsidiary" means any corporation, busi-
ness trust, association, or other similar organization engaged in any

kind of business whatsoever (including any member or nommember bank)--

1/ An organization is not a holding company affiliate of a bank (national
or State) unless the bank is a member of the Federal Reserve System.

§/ For the purpcses of certasin provisions of sections 9 and 23A cf the
Federal Reserve Act and section 5211 of the Revised Statutes of the
United States, the term "affiliate" also includes any "holding company
affiliate."

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



9
- -

(1) Of which any corporaticn, business trust, association,
or other similar organization owns or controls, directly or in-
directly, a majority of the shares of capital stock; or

(2) Of which any corporation, business trust, association,
or other similar organization owns or controls, directly or in-
directly, more than 50 per centum of the number of shares voted
for the elsction of the directors, trustees, or other persons
exercising simiiar functions at the preceding election; or

(3) Of which any corporation, business trust, association,
or other similar organization controls in any mesnner the elec-
tion of & majority of the directors, trusteces, or other pecrsons

exercising similar functions; or

O

(4) Of which all or substantially all the capital stock is
held by trustees for the benefit of the sharsheolders or members
of any corporation, business trust, associztion, or cther similar
organization.

(d) Affiliated.--Any corporation, business trust, associztion, or
other similar organization (including any member or nonmember bank) shall
be deemed to be "affiliated" with ancther such organization:

(1) If either orgenizetion owms or controls, directly or
indirectly, a majority of the shares or of the voting shares
of the other or more than 50 per centum of the number of sheares
of the other veoted for the electicn of directors, trustees, or
other persons exercising similar functions at the preceding

election; or
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(2) If either controls in any marner the election of a
majority of the other's directors, trustees, or other persons
exercising similar functions; or

(3) If control of either is held, directly or indirectly,
through stock ovmership or in any other manner, by share-
holders of the other who @lso own or control a majority of the
shares of the latter or more than 50 per centum of the number
of shares of the latter voted for the election of directors,
trustees, or other versons exercising similar functions at the
preceding election; or

(4) If control of either is held, directly or indirectly,
through stock cwnership or in any other manner, by trustees
for the benefit cf the shareholders of the other; or

(5) If a majority of the directors, trustees, or other
perscons exercising similar functions of either have similar
connections with the other.

{e) Member basnk.--The term "msmber bank™ means any national bank,
State bank, savings bank, trust company, Morris Plan bank, mutual sav-
ings bank, or other bunking institution which is = member of the Federal
Reserve System,

(f) Nonmember bank.--The term "nonmember bank" means any banking

institution which is not a member of the Federal Reserve System.

{e}-Goperal-vebing-permibe--FTho-berm-tgenerat-vobing-perrit!-neans

apy-¥etbing-permis-enditliing-a-hotding-cempany-afritiate-so-vobe-the
stcek-whiech-it-owns-or-conbvels-nf-a-subsidiary-member-bank-as-atl-need-
o ingo-af-the-pharshetders-ef-suek-bank-sna-for-all-surresess
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fh}-Linited-vobing-pormit---The-serm-Yiirpited-vobing-pormislt

MEBRS-8Ry-¥ebing-permit-avbherising-a-helding-company-afritiste-s6-voke
the-sboek-whieh-ib-owns-or-contreis-ef-u-subsidiary-member-bank-enty-as
a-designated-meebing-sr-Hectinge-of-she-charckotders-of-suek-bank-er-ad
a-meshing-or-rectings-hetd-within-a-desigrated-period-of-$ime-and-for
AHx¥-BHeh-purnesSes-ag-ave-siated-in~the-permis~

t4} (G) Board.--The term "Board" means the Board of Governors of

the Federal Reserve System.

Section 2. Organizations Not Ingaged Ac o Business in Holding
Stock of, Or Managing Or Contrclling, Banks

The term "holding company affiliate" does not include (except for
the purposes of Sec. 23A of the Federal Reserve Act) any organization
which is determined by the Board not to be engoged, directly or indirect-
ly, as a business in holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust ccmpanies. The
Board will consider this metter in acting upon applications for voting
permits and if, on the basis of the available information, it determines
that an applicant is not so engeged within the meaning of the law, it
will advise such applicant accordingly.

If any organization which does not have a voting permit application
pending before the Board desires that the Board determine that it is not
engaged, directly or indirectly, &s & husiness in holding the stock of,
or managing o>r controlling, banks, banking asscciations, savings banks,
or trust compasnies, it shall file & request for such determination.

Any such request shall be accempanied by full informstion concern-

ing all matters having a bearing on the question, including the purpose
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for which the organization filing the reaquest was organized, the nature

and purposc of its present activities, the description and value of its

various clzsses of assets, its rel

o
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w

with affiliated crganiza-
tions (including namec and address of cach such organization, the charac-
ter of its business or other activities, and the nature of the relation-
ship), and the bank stocks which it directly or indirectly owns or
controls (including the number and value of the shares cwned or con-

trolled of each bank, the total number of ocutstanding shares of each

bank, and the manrer in and purpose for which such stock, or control
thereof, was scquired znd is held).g/

Any such request and the supporting information shall be in writing
and shall be filed in auplicate with the Federal Reserve agen$-at-tke
Federal-Reserve bank of the district in which the principal office of
such organization is located. The Federal Reserve ageas BANK shall for-
warc to the Bosrd the original thereof together with his ITS recommenda-
tions and the opinion of ITS counsel fey-ihe-Federsl-Reserve-bank-ef-suek
disgbries,

Section 3. Otate lember Banks Musb-0btain-srd-Fite-Agreements-by
Heozding-Gompany-Affitiates

Ezch State member bank which is or hereafter becomes a subsidiary

cf a heolding company affiliate shall obtain {rom such holding company

affiliate an agreement (Form P-5) that such holding company affiliate

ﬁ/ If the organization filing the request has previcusly been granted a

general veting permit, it need only file such information as is nec-
essary to supplement and bring up to date the information contained
in its application for such permit.
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will be subject to the same conditions end limitations as are appli-
cable to holding company affilistes of national banks under the pro-
visions of section 5144 of the Revised Statutes. Such agreement shall
be obtained within 90 days after such member bank shall have become a
subsidiary of the holding company affiliute.i/

The originzl and one copy of such agreement must be filed promptly
with the Federai-Reserve-agens-ad~the Federal Reserve vank of the dis-
trict in which the holding company afrfiliate's principal off'ice is
located, and the original o¢f such agreement shall be sent by such Fed-
eral Reserve agen$ DANK to the Board.

Any State banking institution cpplying for membership in the Fed-
eral Reserve System will be required to obtain and file s similar agree-
ment (Form P-6) by sny corporation, business trust, association, or
other similar organization which will become a holding company affiliate
of such banking institution upon the latter's admission tc membership in

the Federal Reserve System.

Seetion-4---Heeespisy-for-Obsairing-Vobing-Permnisa
Ne-holdirng-eompany-affiliste-of-a-nationat-benk-or-af-a-State
rember-bapk-whiech-has-executed-the-agrecneni-roguired-by-seetian-3-6f

this-regutation-mey-tawfutly-vyebe-any-share-af-stoek-of-sueh-bank-for

é/ Upon the failure of a State member bank which is now or hereafter
beccmes a subsidiary of a holiding company affiliate to obtain the
requisite agreement within the time prescribed, the law makes it
the duty of the Board to reauire such bank to surrender its stock

the Federal Reserve bank and to forfeit all rights and privi-

leges of membership in the Federal Reserve System.

o
=
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BRY-purYpesSes-obher-than-te-nlage-sueh-bark-ir-vyetunbary-tiquidasion-o¥r
to-take-any-other-aetion-periaining-so-the-votunbary-tiquidation-of-suel
banky~uAatess-8ueh-hotding-conpany~-affitiate-sghaltl-have-firss-obsained-a
vobing-pernity-pursuens-se-the-provisicns-of-seetion-ot4d-of-the-Hevisged
Statutes-and-ef-this-reguiation;-and-untess-sueh-vobing-permit-shati-be
in-fopee-at-the-tire-ouek-shares-are-yoseds

No State banking institution will be admitted to membership in the
Federal Reserve System until each corporation, business trust, associa-
tion, or other similar organization which will become & holding company
affiliate of such banking instituticn upon the latter's admission to
membership in the Federal Reserve System hus filed an application for a
¥osing permit TO VOTE SUCH STOCK IN SUCH BANKING INSTITUTION. A$-i%s
diserebiony-she-Beard-witl-cither-fa)-require-thas-cach-~suek-applieand
for-a-¥obing-vermit-cepBryrwith-ati-eondibiens-fe-she-granting-of-a-gen-
erat-voting-permit-prieov-ia-the-adnissisn-ef-she-pank-to-memberships
or-{b}-adnit-she-bank-so-memberehip-cubjees-to-she-cendition-that-eaeh

sush-anpiieant-ebiain-a-generat-vobing-permit-within-a-vreasensbie-bimer

Segtion-6+--Cranting-ef-Votinz-Rermits
Apy-helding-eompany-affiliate-of-a~nerber-bank;-aAnd-ary-sueh-ergani~
zatier-of-whickh-a-renmember-bapk-aopiriag-for-rembership-in-she-Federad
Reserve-System-i6-a-subsidiary;-may-make-apprication-so-the-Bogrd-for-a
vobiag-permit-entibting-15-to-vebe-fhe-shares-owned-or-eentrotied-by-it
at-any-ey-ati-mecbings-of-sharehotrders-ef-cach-ef-it6-subsidiary-menber
bapks-or-ensibring-the-frussec-er-$rustecn-hording-the-phares-for-ita-ben-

efit~er-the-bepefit-of-iss-shavehelders-opr-nembers-se-5e-vote-cneh-sharess
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In-cebing-upen-an-appiiention-fopr-a-vobing-perniby-the-Board-is
required-se-eonsider-she-finsnejat-cenditien~cf-fhe-appriesnty-the-gen~
erat-ehavaeber-of-ife-managenenty-and-5ke-prabable-eftfeed-of-the-grans-
ing-of-sueh-permit-upen-the-arfairs-ef-eaeh-cf-is-subeidiary-nember
baaksv—«The-Bearé-is—ves%eé—with—disgfetienafy-authe£ity—%e—g?&n%«@f
withliele-any-vebina-permit-anpticd-for-as-the-pubtie-intorest-nay-re-
guires-proevidedy-howevers-thut-no-voting-permis-shati-be-granted-exeert
uBoR-eersain-condibions-preseribed-by-tawr-~Ageerdingiyy-eaeh-apptigans
fer-a-vobing-perFris-witi-be-reguived-te-exeguie-cerisin-agreensnss-watel
spe-eontoined-in-Eorm-F-i~{she-appiieation-rornf-end-she-Boardy-in-grans-
IRE-Fo5iRg-permisy-wist-preseribe-puen-addittonsat-condidions-ag-i5-mey;

iA-the-eircumSisHesS; ~desh-PRESORAbE f-alE ~BFeBeY-aRa~1A-the-vubitic-interest -

Section 6 4. Prsecedure-Relating-%e Anplications for Voting Permits
An-appiiceapi-fer-a-vebing-pernid-nesd-filo-enty-one-appticatien-nes-
withstending-she-faeb-fhad-i5-may-desire-verpissisn-se-Yobe-skares-ef
HOPe-bhaR-cRe-baRKy~-The-anpiieasion A HOLDING COMPANY AFUILIATE WILL
NOT BE GRANTED A VOTING PERMIT ¥OR 4 SUBSIDIARY MIMBER BANK IF, AFTER THE
GRANTING OF SUCH PERMIT, IT WQULD CONTINUE 70 HaVE SUBSIDIARY MEMBER BANKS

FOR WHICH IT WOULD HAVE NCO VOTING PE

.  APPLICATIONS MAY COVER MORE
THAN ONE BANK AND shall be submitted on Form P-1 znd the applicant shall
furnish the exhibits referrcd to therein &8s & part of ite application.
Exhibits C, L, N, P, and Q shall be furnished on Forms P-2, P-3, P-4,

P-5, and P-8, respectively. ALl forms (except signatures of persons
execubing same) should be filled out by typewriter. Instructions concern-
ing the preparation of the other exhihbits should be obtained from the

Federal Reserve ageans BANK.

Ll
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The application and the exhibits reforred to in the application
blank shall be executed and filed in duplicate with $ke-Federai-Reserve
agens-a4 the Federal Reserve bank of the district in which the appii-
cant's principal office is lccated srd-s-cepy-thereef-shali-be-filed
with-the~-Federal-Reserve-agent-at-she-Federai-Reserve-bark-of-eaeh-ather
disbrieb-in-whiekh-s-gubsidiary-nember-benk-or-subsidiary-nonmenber-bank
appiyiag-rev-membership-is-teeased. The Eeéérai—Reserve~agen$-a$~%h§

Federal Reserve bank of the district in which the applicant's principal

9

£
4

(31

%

“ice is located will forward the originel application to the Board,

"

na

with his ITS recommendation and that of $ke ITS executive committes of
%he-Federal-ReserVe«baak—aﬁ-his—distyietq~—?he-Eeéeyal-Resé?ve-agaax-at
the-Eederal-Reserve-bank-sf-ary-cther-district-in-whiek-a-subsidiary
member-bank-or-a-subsidiary-nepmenber-bank-apst+ying-for-membershio-is
reeabed-witli-forvard-fo-the-Beard-his-reccrmendation-and-that-ef-the
cxeernfive-eommibice-af-the-Federat-Reserve-bark-ar-cuekh-distries.
HOLDING COMPANY AFFILIATES, IN MAKING APPLICATION FOR A VOTING
PERMIT, WILL BE REQUIRED TO ASSUME CERTAIN UNIFORM OBLIGATIONS: AND, IN
PARTICULAR CASES, SPECIAL CONDITIONS AND REQUIREMENTS WILL BE IMPOSED
AS MAY BE FOUND TO BE NECESSARY OR APPROPRIATE IN THE PUEBLIC INTEREST.
THE GRANTING OF ANY VOTING PERMIT SHALL BE SUBJECT TO THE CONDI-
TION THAT IT SHALL REMAIN IN FORCE AND EFFECT ONLY FOR SUCH PERIOD AND
FOR SUCH PURFOSES AS IT MAY BE GRANTED AND, IN ANY EVENT, ONLY UNTIL
(1) IT HAS BEEN SURRINDFRED IN ACCORDANCE WITH SUCH TERMS AND CONDI-
TIONS AS MAY HAVE BEEN PROVIDED WHEN IT WAS GRANTED OR (2) IT HAS BEEN

TERMINATED BY OPERATION OF LAW OR BY OPERATION OF ANY OF THE PROVISIONS
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OF THE TERMS AND CONDITIONS UNDER WHICH IT WAS GRANTED OR (3) IT HAS

BEEN REVOKED IN THE MANNER PROVIDED IR SECTION 5144 OF THE REVISED STAT-

UTES OF THE UNITED STATES.
If a holding company affiliate, which has filed an application for
a voting permit, desires to vote shares of & subsidiary member bank at
any meeting of the bank's shareholders before the Board grants it a gen-
eral voting permit, such holding company affiliate may request the Board
to grant a limited permit entitling it to vote the shares at such meet-
ing. The request shall be in writing and shall be signed by a duly
authorized officer of the applicant. It shall state the approximate
date of the meeting and shall contain full information concerning the
o matters to be acted upon at such meeting. E$-shati-be-fiied-in-dupki-
o eate-with-the-Federal-Reserye-ageni-~with-whom-the-apetication-for-a-vos-
iRE-perrif-has-been-Fited-and-she-Fedorat-Resssryve-agens-shati-forwara

the-originai-ef-sueh-requesb-so-the-Bogrd-with-kis-Peeonnenrdabions

Seebion-P---Hoserve-Reguivencris

Begipning-Fune-165-1938;-every-hotding-company-afritiate-nrusss
during-the~iife-of-any-vobing-permis-grantcd-so-ib;-compiy-with-the-pro-
visieps-ef-seebion-oidd-af-she-Revised-Siatutes-retaiing-fo-reserves-of
?eadi;y~ma?ke%ab}e—ase%s—e%he;—%haa-@aﬂk-steek—Lsee-Aﬁpeaéix7-§age-;Q}?
The-assets-requirea-se-be-maintained-ag-rescrves-nay-be-used-by-5he
hetding-eompany-afiitiate-for-repiaecnend-of-eapitat-in-panks-affili-
ated-with-is-and-fer-the-etimination-ef-Losses-ineurred-in-sueh-hankes

Bus-any-derieicrey-ir-Luch-aeseba-resutiing-from-sueh-use-Russ-be-made
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ap-within-a-pericd-ef-iwe-years-afier-she-dase-gueh-es8eis-ave-go6-4de-
Brebedy-uniess-the-Beards-in-its-diceresions-exbends~sueh-period-£for

eauser

Seetion-8r--Revoeasion-ef-RPermit
If-i%-éﬁﬁeafa¢%a—%he—Beayé—%hat-anyﬁhe;éiag-eemgaay«a££i;iate—hae
vietabed-any-ef-she-provisicns-ef-the-s3eRking-Aet-0f-1985-cr-0f -any
agrecrent-made-pursdant-o-ceesion-b144-of-the-Revised-Ssatutesy-he
Board-mayy-in-its-diceretion;-revoke-any-votiag-pernis-thervetofore
gronted-to-suek-Relding- eompany-affiliate-afber-giving-60-dayFst -potiece
By-registered-maii-af-ise-intention-so-the-kolding-company-affitiate

and-avfording-ii-on-opperiuniiy-te-be-hesrd-

- Section 9 5. Participation by Subsidizry Member Banks in Nomination
Or Election of Directors of Federal Rescrve Banks
Whenever two or more member banks within the sume Federal Reserve

district are subsidiaries of the same holding company affiliate, only
one such bank may participate in any nomination or election of directors
of the Federal Reserve bank for such district, and the holding company
affiliate of such subsidiary member banks may designate the particular
subsidiary member bank whiech ie to psrticipate in such nomination or
election. A holding company affiliate may designate one of its subsid-
iary member banks in each of the three groups into which member banks
of each Federal Reserve district are divided for electoral purposes to
participate in the nominaticn and electicn of each director chosen by

the group of which such bank is a member.
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Secticn 0 6. Forms
All forms referred to in this regulation and all such forms as
they may be emended from time to time shall be a part of this regulation.

{
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Federal Reserve System
Form P-1 (Page 1}

Board of Governors of the

(Revised --1926 1945)

Digitized for FRASER
http://fraser.stlouisfed

(Name)

(Address)

FOR A VOTING PEMMIT UNDEK AUTHORITY OF

SLECTION 5144, REVISED STATUTES

This application and all exhibits should be forwarded in dupliicate
to the Pederal-Reserve-azenb-at-tke Federal Reserve bank of the district
in which Applicant's principal office is located srd-a-eepv-thereef
sieuld-bs-~erwarded-to-the-Foderat-Ressrye—asornb-ab-the-Federal-Resarye
bens-eof-cneh-ether-dintrigd-in-whieh-a-subsidigry-mepber-bank-er-sub-
sidiaFy-RcRAeRbBer-bapd-appiyina-for-nembership-is-1ogated.

Exhibits C, by-Hy~By X, U, N, and § O should be furnished on Forms
P-z, P-3, P-4, P-5, and P~-6, respectively. Instructions concerning the
preparation of Exhibits D, E, ¥, G, H, and ¥ should be obtained from the
Eoeerat-Recerye-apepb-af-3a6 Foderal Reserve bank of the district in

which Applicant's principal office is located.

.org/
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APPLICATION FOR VOTING PERMIT

(Name of Applicant)

{hereinafter called the Applicant), a

(Here Indicate Whether Corporation,

organized
Business Trust, Association, or Other Similar Organization)
and existing under the laws of , and regis-
tered and/or licensed to do business in
-
and having its principal place cf business at )

, hereby applies to the Board of Governcrs

of the Federal Reserve System (hereincfter called the Board) for a per-

mit entitling

(Applicant or Trustee--Indicate and Name Trustee, If Any)

to vote, at any or all meetings of sharehoilders of the banking institu-
tions listed in Exhibit A sttached hereteo and made a part hereof, the
stock of each such banking institution directly or indirectly owned or
controliled by the Applicant, or held by any trustee for the benefit of
the shareholders or members of the Applicant. For the purpose of cb-
taining such permit, the Applicant represents and agrees as follows:

1. The Applicant expressiy agrees to submit to examinstion by
examiners duly authorized to examine banks with which it is affiliated;

that such examinations may be made c¢n dates identical with those fixed

for the examination of such banks or a2t such other times as the Board,
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the Federal Reserve ager$ BANK, the Comptroller of the Currency, the
appronriate State authority, or other duly constituted authority may de-
cide; that such examiners may make such examinations of the Appliicant,
and that the reports of such examinations shall contain such information
as shall be necessary to disclose fully the relations between the Ap-
plicant and such banks, its other subsidiaries, and other corporations,
business trusts, asscciations, or other organizations with which the Ap-

i

(a7
h
‘__l
i

plicant or its subsidiaries may be a iated, and the effect of such
relations upon the affairs of such banks, subsidiaries, and other or-
ganizations; that such reports sliell contain such other and additional
information as the Board, the Federal Reserve ageas BANK, the Comptroller
of the Currency, the appropriate State authority, or other duly consti-
tuted anthority may require; that the Applicant will do everything
necessary to facilitate such examinctions and will make available to the
examiners all information which they may require; and that the Applicant
will pay the expenses of all such examinations as determined by the
Board, the Federal Reserve sgen$ BANK, the Compntroller of the Currency,

the appropriate State authority, or other duly constituted authority, and

at such times &s it may be called upon to pay such expenses.

w

2. The Applicant expressiy agrees that examiners duly authorized
to examine vtanks with which the Applicant is effiliated may examine
every bank or other orgunization owned or controlled by the Applicant
either individually or in conjunction with other banks or other organi-
zations owned or controlied by the Applicant in any mamnner whatsoever,

and at such times as may be fixed by the Board, the Federal Reserve

.org/
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agens BANK, the Comptroller of the Currency, the appropriate State au-
thority, or other duly constituted authority, as the case may be; and
that, when called upon to do so, the Applicant will pay the expenses of
all such examinations as determined by the Board, the Federal Rescrve
agenrt BANK, the Comptroller of the Currency, the appropriate State au-
thority, or other duly constituted authority.

Z. The Applicant ex»nressiy agrees that it will publish or cause to
be published, if required by the Board, either individual or consolidated
statements of banks with which it is affiliated and of any other cor-
poration, business trust, assccizaticn, or other organization with which
it or any of its subsidiaries is aflilisted, and thet publicatiocn of

such statements wiil be made at sSuch times and. in such menner and in such

form &s may De prescribed by the Board, and without expense to the Board.

O

4. The Applicant expressiy agrses that reports of examinations of
duly constituted authorities, and any other informstion they may have
relating to the Applicant, its subsidiaries, or other organizations with
which the Applicant or any of its subsidiaries is zaffiliated, may be
furnished by any such authority to the Bosrd, the Federal Reserve agent
BANK, the Comptreller of the Currency, the asppropriate State authority,
or other duly constituted authority upcn reguest therefor, and the Ap-
plicant authorizes the interchange of such reports and information among
such authorities.

5. The Applicant represents that it dees not directly or indirectly
own, control, or have any interest in, and is not directly or indirectly
perticipating in the menagement or direction of, any corporaticn, busi-

- ness trust, association, or other similar organization formed for the
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http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Fa

purpose of, or engaged principally in, the issue, flotation, underwrit-
ing, public sale, or distribution, at wholesale or retail or through
syndicate participation, or otherwise, of stocks, bonds, debentures,
notes, or other securities of any sort (hereinafter referred to as
"securities company") exeeps-sueh-seauribics-compeniesy-if-anyy-as-Ray
be-listed-in-Exhibit-O-attacked-hereto-and-pade-a-pars-hereof;-and-the
Applieant-expressiy-agrecs-shabs-within-O-yesrs-arber-bhe-dute-ofF~-Hhis
appiieabiors-it-witi-divest-ibself-of-all-iss-ownershipy-eonirely-and
inbteresi-in-the-securibies- CcOMPUAY-OP-CORpaRI ey -+ T ~aRyr-2i8%6d-3R
Exhibis-0-hereefy-apd-witi-censge~-o-parsietpate-in-bhe-nonagemcns-and
girectien-thereoiy-and-witi-pes-theysaitsrs-durirg-the-peried-that-any
Bermit-gransed-hereunder-penains-in-forecy-direesiv-ar-indireebty-robain
a¥-aequire-eay-fursher-ownershipy-eenirots-ov-interesti-in-any-sueh-se~
enriticc-eomBaRY s -A¥-pePiietsats-in-bho-nansgenerb-or-direction-shereafy
in-aRy-MeRRer-wratS0eve?,

6. The Applicant expressiy agrees that, in the event a voting per-
mit is granted hereunder, the Applicant will not directly or indirectly
acquire any ownership, control, or interest in any securities company,
and will not directly or indirectly participate in the management or di-
rection of any securifies company red-iisied-in-Exhibid-O-hereef; during
the period that such permit remains in forcey-and-the-Azpiieant-fursher
expressry-agrees-bheds-between-she-date-of-fiting-ef-shis-appliicadion-and
the-issusHec-o¥~-refusat-af-a-¥obina-perpis-hereundery-op-thae-withdrawal
of-5gid-appiicationy-id-wili-Ros-aequirs-any-ewnershipy-eensrel;-or-in-

teresb-IR-2RF-SeeuPtbic8- COMpARY -tR-ARY -HARREP-WhassaVer.
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- 7. THE APPLICANT AGREES THAT IT WILL TAKE SUCE ACTION WITHIN ITS
POWER A5 MAY BE NECESSARY TO CAUSE THE MANAGHEMENT OF APPLICANT AND OF
EACH OF ITS SUBSIDIARIES TO BE CONDUCTEL UNDER SOUND POLICIES GOVERNIKNG
FINANCIAL AND OTHER OPERATIONS, INCLUDING STATIMENTS ISSUED RELATING
THERETO; THAT APPLICANT WILL MAINTAIN A S0UND FINANCIAL CONDITION; AND
TEAT ITS NET CAPITAL AND SURPLUS FUKNDS SHALL BE ADFQUATE IN RELATION T0O
THE CHARACTHER AND CONDITION OF ITS ASSETS AND TO ITS LIABILITIES AND
OTHER CORPORATE RISPONSIBILITIES. The Applicant expressiy FURTHER agrees

ing of this appiication until the termina-

bt

thet from the date of the fi
tion of any permit which may be granted heresundsr, by revocation or other-
wise, it will not directly or indirectly, by any device whatsoever,
declare, pay, or s&t aside any dividend other then s stock dividend, or
order or make sny distrvibutien, whether in cash, property, or otharwise,
on any shares of its capital stock unless and cxcept to the extent that
the actual net earnings of the Applicant are sufficient therefor, and
unless provision has first been made for any impairment in its capital,
and such reserves have been established and such transfers have been made
to surplus as may be required by law or provided for herein.

8, The Applicant exsyessiy agrees that the permit applied for here-
under mey be grauted for such period ard for such purposes as the Board
may determine, and that, befores the date of expiration of such pericd,
¢r before such other date &s the Board may fix, the Applicant, if so re-
gquested by the Board, will file 2 new appliczation or epplications, in
form prescribed by the Board, for a permit or permits to vete the stock

owned cor controlied directly or indirectly by the Appliceant, or held by
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any trustee for the benefit of the sharehclders or members of the Appli-
cant, in any subsidiary member bank.

9. The Applicant represents that no certificate representing stock
of the Applicant represents stock of any other corporation, and that
igither the ownership, sale, nor transfer of any certificate represent-
ing the stock of the Applicant is confitioned in any manner whatsoever
upon the ownership, sale, or transfer of a certificate representing the
stock of any other corporation, except to the extent and in the manner,
if any, set forth in Exhibit M L attasched heretoc and made a part hereof.

10. THE APFLICANT REPRESENTS THAT, IF THE PERMIT HERWIN APPLIED
TOR IS GRANTED, APPLICANT WILL HAVE IO SUESIDIARY MEMBER BANKS FOR WHICH
IT DOES NOT HAVE A VOTING PERMIT. THE APPLICANT AGREES THAT IT WILL NOT
HEREAFTER ACQUIRE, DIRECTLY COR INDIRECTLY, THE WAOLE OR ANY PART OF THE

S STOCK CF ANY BAIEK, BANKING ASSOCIATION OLR TREUST COMPANY UNLESS IT SHALL
HAVE TIRST (1) MADE AN AFFIRMATIVE SHOWING TC THE BOAKD, SATISFACTORY TO
THE BOARD, TEAT THE ACLUISITION 0¥ SUCH STCCK WOULD NOT BE IN VIOLATION

OF SECTION 7 OF THE CLAYTON ACT (TITLE 15, SEC. 18, U.S.C.A.); (2) OBTAIN-

ED THE APPROVAL OF THE BOARD TC SUCE ACUISITICN; AND (3) IF THE ACLUISI-
TION WILL KESULT IN THE APPLICANT HAVING A SUBSIDIARY MEMBRR ZANK FOR WHICH
IT WILL NOT HAVE A VOTING PERMIT, APPLIED FOL AND OBTAINED A PERMIT FROM

TiE BOARD ENTITLING IT TO VOTE THE STCCK WHEN ACQUIRED. THIS PARAGRAPH
SHALL NOT APPLY TO THE ACQUISITICN CF ANY ADDITIONAL STOCK IN ANY SUB-
SIDIARY BANK LISTED IN EXHIBIT A OF THIS APPLICATION. THE APPLICANT FUKRTHER
AGREES THAT THE ACQUISITICN BY IT OF ANY STOCK IN ANY BANK, BANKING ASSOCI-
ATION OR TRUST COMPANY, WHICH ACQUISITION HAS NOT EEEN AUTZCRIZED PURSUANT

TO THIS PARAGRAPH, SHALL, IN ADDITION TO EEING A VIOLATION OF THE APPLICANT'S
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AGREEMENTS AND UNDERTAKINGS HEIZIN, OPEIATE AS AN AUTQMATIC TERMINATION
" ANY VOTING PERMIT GRANTED BY T BOAKD PURSUANT TO TuUIS APPLICATION.
11, THE APFLICANT AGREES THAT IT wWILL TAKE SUCH ACTION WITHIN ITS
POWER AS MAY BE NECESSARY TO CAUSE FACH OF ITS SUBSIDIARY BANKING IN-
STITUTIONS TO MAINTATN A SOUND FINAINCIAL CONDITION AND TO CAUSL THE NET
CAPITAL AND SURPLUS FUNDS OF EACH SUCH SUBSIDIARY BANKING INSTITUTION
TO BE ADEQUATE 1IN KELATION TO THE CHARACTER AND CONDITION OF ITS ASSETS
AND TO THE DEPOSIT LIABILITIES AND OTHER CORPORATE RESPONSIBILITIES OF
SUCH SUBSIDIARY BANKING INSTITUTION. SUCH ACTION SHALL INCLUDE CAUSING
EACH OF ITS SUBSIDIARY BANKING INSTITUTICONS TO MAKE CHARGE-OFFS OF ITS
ESTIMATED LOSSES AND ADJUST THE CARRYING VALUE OF ITS ASSETS IN AC-
CORDANCE WITE THE SUPERVISORY PROCELULE TFOLLOWED BY THE SUPERVISORY
- AUTHORITY HAVING JURISDICTION OVER EACH SUCH BANKING INSTITUTION., THE
APFLICANT ALSO AGREES.THAT IT WILL TAKE ALL NECESSARY ACTION WITHIN ITS
POWER TO CAUSE ALL OF ITS SUBSIDIARY BANKS AND ANY COTHER BANKS WITH
WwiICH IT OR ANY OF ITS SUBSIDIARIES IS AFFILIATED TO COMPLY WITH THE
PROVISIONS CF SECTION 23A OF THE FEDERAL RESERVE ACT TO THE SAME EXTENT

AS IF THE

<

WELE MEMBER BANKS.

36 12. The Applicant expressiy agrees that ifs-during-ths-iife-ef
8Ay-peFmit-=ranted-heroundery-it-shati-appear-se-the-Socard-shat-any-Shate
senMeRber-banking-institudion-is-a-snbeidiary-ef-she-Arpliceanty-and-thad
tre-<canbinuenee-of-the-retationship-ef-$hc-Appiicani-snd-ibs-gubsidiary
Hember-banks-$6-aRy-sueh-subsidiary-Ronrerber-Bans-i6-neb-compatible-with

bhe-publie-inboresty-bhe-Appiieant, if se requested IN WRITING by the
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Board, IT will cause any sueh ZLIGIBLE subsidiary nonmember bank to apply
for AND OBTAIN membership in the Federal Reserve Systemy-er-wiil-fordth-
with-surrender-any-vobing-pormit-prunted-te-the-Appiicani-by-dhe-Hoawrd
upen-the-fatiure-ef-any-suek-bank-$o-make~sueh-appliieatien-and-beesme-a
memher-e£-#he-Fadefa}-Reserve—SystemT or will divest itself of its owner-
ship or control of such bankj-srdy-fezr-failure-se-te-doy-anry-and-sii
rights-undor-any-vebing-permis-granted-se-the-Applicans-by-the-Board-may
be-fepfeited. THE APPLICANT FURTHER AGHEES THAT IF AT THE EXPIRATION COF
90 DAYS ¥ROM THE DATE OF THE BOARD'S RHELUEST, THE APPLICANT HAS NEITHER
CAUSED SUCH SUBSIDIARY NONMEMBER EANK TO APPLY FOR AND OBTAIN SUCH MEMBER-

W ERSH 1P

SHEIP NOR HAS DIVERTED Or CONTRCL OF SUCH SUB-

£
3
0
=
'E-l
Frf
O
el
[l
3
&)

SIDIARY, ANY VOTING PERMIT GRANTED BY THE BOAKL PURSUANT TO THIS APPLICA-
TION SHALL AUTOMATICALLY TERMINATE UNLESS THE BOARD, BY OKDER, SHALL HAVE
EXTENDED THE PERICD WITHIN WHICH THE APPLICANT MAY TAXE EITHER CF SUCH
ACTIONS.

13, THE APPLICANT REFPRESENTS TEAT IT HAS NO NONBANKING SUBSIDIAKIES
OTHER THAN TEOSE LISTED IN EXHIBIT G OF THIS APPLICATION., THE APPLICANT
AGREES THAT IT WILL NOT HIREAFTER, DIRECTLY OR INDIRECTLY, ACGUIRE ANY
NCNBANKING SUBSIDIARY UNLESS IT SHALL HAVE FIRST OBTAINED THE APPROVAL OF
THE BOARD TC SUCH ACQUISITICON. THE APPLICANT FURTHER AGREES THAT THE
ACQUISITION BY IT OF ANY NONBANKING SUBSIDIARY, #HICH ACQUISITION HAS

NOT BEEN AUTEORIZED PURSUANT TO THIS PAKAGRAPH, SHALL OPEEATE AS AN
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AUTOMATIC TERMINATION OF ANY VOTING PERMIT GRANTED BY THE BOARD PUR-
SUANT TO THIS APPLICATION.

14. THE APPLICANT AGREES THAT IT WILL NOT MAKE ANY LOAN OR EXTEND
ANY CHEDIT IN ANY OTHER MANNER TCO ANY OF IS EXECUTIVE OFFICERS NOR TO
ANY FXECUTIVE CFFICER OF ANY OF IS5 SUBSIDIAKY BANKS IN AN AMOUNT EX-
CEEDING $2500.

3+ 15. The Applicant represeats that it is not engaged erineipaiiys
AS A BUSINESS, in the issue, flotation, underwriting, publiec sale, or dis-
tribution, at wholesale or retail or through syndicate participation, or
otherwise, of stocks, bonds, debentures, notes, or other securities of

any sort, and AGREES that it will not, during the life of any permit

O

granted hereunder, engage pripeipaiiy in any such business ir-sRY~RERREF
whatzeever. THE APPLICANT FURTHER AGREES THAT IT WILL NOT DUEAL IN NOR
TRADE IN NOR MAKE LCAWS CN THE SECURITY OF STOCK IN THE APPLICANT Ok ANY
CF ITS SUBSIDIARIES. THIS PARAGRAPH SHALL NOT APPLY TO THE INITIAL SALE
F0n CASH OF ANY NEW STOCK IN APPLICANT OR ANY OF ITS SUBSIDIARIES ISSUED
PURSUANT T0O AN AUTHORIZED INCREASE OF CAPITAL NOR TC THE DISPOSITION,
FOR CASH OF ON CRELDIT, OF ANY STOCK AC4UIRED IN THE LIGUIDATION OF A BONA
FIDE DEBT PREVIOUSLY CONTRACTED.

13 16. The Applicant expressiy agrees that if it acquires the owner-
ship or control cof any organization of any kind whatsoever by any device |

whatsoover during the life of any permit granted hereunder, it will forthwith
,‘
W
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notify the Board in writing of the acguisition of the ownership or con-
trol of any such organization.
23 17. The Applicant submits herewith as part of this application

the following documents and represents that the information contained

o

therein is true and complete tc the best of its knowledge and belief:

Exhibit A-~-Two copies of ligt of all subsidiary member banks and all
subsidisry ncnmember banks eppiying-fer-membersiisn,
showing the address of each,

Exhibit B--Two certified copies of chearter or article of incorpora-
tion and by-laws of Applicant, with all amendments to
date.

xhibit C--Two certified copies of resolubtion of Applicant's Board

of Directors (Form P-2).

O

Exhibit D--Two copies of statement of financial condition of Appli-

cant as of date of application or a date not in excess
cf 60 days prior theretc, together with the required
supplemental schedules and information in duplicate.
Exhibit E--Two copiss of report of Llust asudit of Applicent by inde-
pendent suditors and of last report of examination, if
any, of Applicant (unless Applicant is & member bank)
by State authority degesther-with-she-requirved-suppre-
menbal-infermabticn-in-dupliease.
Exhibit F--Twe copics of daetailed statement regarding management and
perscnnel of 5 plicant, including names, addresses and
- principal business connectinns of all directors and ofri-
W cers and a list of the principal sharcholders.
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Exhibit G--Two copies of list of all of Applicant's subsidiaries
and all other corporations, business trusts, associa-
tions, and oth;r gimilar organizations with which Appli-
cant or any of its subsidiaries is affiliated, together
with the required informetion in duplicate regarding
their functions, financial condition, and relationships.

Exhibit H~--Two copies of statement of financial condition of each
subsidiary bank as of the date of the statement of fi-
nancial condition of Applicant contained in Exhibit D,
together with the required supplemental schedules and
information in duplicate.

Exhibit I--Two copies of report of last examination, if any, by State
authorities of each of Applicant's subsidiaries and of
each other corporation, business trust, association, or
other similar organization with which Applicant or any
of its subsidiaries is affiliated (other than & member
bank) .

Exhibit J--Two copies of repopt of last examinatiom, if any, by or
for Applicant cof each of its subsidiaries and of each
other corporation, business trust, association, or other
similar orgenization with which Applicant or any of its
subsidiaries is affiliated.

Exhibit-K--Twe-copics-ef-detaited-sbatemeat-of-any-pran-of-reergani-
2atiern-iR¥elv¥ins-any-subsidiary-a¥-any-ether-corperationy
Business-srusby-asseetations-er-obher-sinitar-erganiza~
tien-with-whiak-Appiieuni-op-any-ef-iis-subsidiaries-is
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e~

affiliated,-eifected-sinece-lapt-examinatian-of-any
sueh-organization,-and-of-any-such- reorganization- pro-
p@%ed~er—§éa§iag1

Exhibit-b-K--Two copies of agreement by each subsidiary ncnmember
bark and by sach other corporation, business trust,
agsociation, or other similar organization with which
Applicant or any of its subsidiaries is affiliated
(other then a member bank) to submit to examinations
and furnish repcrte of conditicn (Form P-3).

m

Exhibit-M-L--Two copies of statement wheth

(43

r certificate representing
stock of Applicant represents stock of any other cor-
poration, and effect of ownership, sele, or transfer
of stock of Applicant on ownership, sale or transfer
of stock of any other corporation.

Exhibit-N-M--Two copies of authorization tc other authorities and
organizations to furnish information to Board and au-
thorization to Board to interchange information
(Form P-4).

Exhibit-0----Twn-conies-cf-gompiese~list-of-geeuritict-esmpaRies
whigh-Applicant-owRs-ar-eonbreiss-er-in-the-Ranagenent
er-dirceticn-of-which-is-parsieipasess-crd-futl-in-
formatior-as-ba-prbure-oE-snek-ownershipy-centroly-o¥
parsieipaticis

Exhibit-P-N--Two copies of agresment (Form P-5) by Applicant to ac-
cept provisions of section 5144, Revised Statutes.
(This exhibit is not required unless Applicant is hold-

ing company affiliate of a State member bank.)
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Exhibit-Q-0--Two covies of agreement (Form P-8) by Applicant to
accept provisions of section 5144, Revised Statutes.
(This exhibit is not reguired unless Applicant is
holding company of a subsidiary ncenmember bank apply-
ing for membership in the Federal Reserve System.)

44 18. The Applicant expressiy agrees that it will comply at all
times with all the provisions of sesction 5144 of the Revised Statubes,
and with any end all regulations issued by the Board pursuvant thereto,
and with all other applicable provisions end requirements of law, includ-
ing but not Limited to the establishment znd maintenance of requisite
reserves of readily marketable assetes; thut it will require its subsidiary
banks to comply with all provisions end reguirements of law applicable
thereto; thet it will not vioiat: or participate in the violation of any

such provision or reguirercnont; and that, if the Board so reguires, it

(]

will eliminate from its employ any officer or employee who shall be
guilty of doing any act prohibited by section 5209 of the Revised Statutes,
the provisions of which are made applicable to officers and employees of
the Applicant by law.

15-~-Phe-Lppliesns-cxnressty-ag¥ees-bhai-if-af-any-sime-15-shati-sn-
peay-ta-bhe-Beard-shet-the-Applieaub-nae-viatated-cr-£failed-to-comp3
wWitb-any-af-the-proviciens-of-bac-Borkinz-Let-of-1925-pgr-af-any-agroenend
rade-pursnarb-to-seetion-6idd-sf-bhe-Revined-Shasubea-ep-af-any-roguta-
$ion-icpued-byrfhe-Board-pursuand-thorebey-or-upen-defauti~in-perfornsnes
vnder-3his-appiieasisn-cr-sny-ether-abiigetin-ef-the-Appriecuni-b5-the
Beards-er-unor-defruls-in-performanee-by-the-abligep-ynder-any-ssher
ag?eemeﬁ%—yequi?eé-hereuﬁder;—tac—éeayd-may;-ia—é%s-éise?egiea7-reveke
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~14-

sRY-Febing-pepmib-gransed-pursusnb-to-thic-spplicatioa-and-sRry-abuey

¥obing-perRis-grarbed-by-3he-Bosrd-te-the-hpptiesnss-RProvideds-Roweveyry

Thaf-the-Beard-shatl-first-zive-the-Appliiesns-60-daysl-netice-by-regis-
tered-mait-ef-ibn-intention-se-revelke-suek-permis-and-afford-i%-an
epperiunisy-s-be-heards
16 19. It is expwessty understood snd agreed that the terms "Board,"
"member bank,"™ "nonmember bank," "subsidiary," and "affiiiate," shall
have the meunings assigned to them, respectively, in Regulation P, issued
by the Board and in force on the date of this application, which regula-
ticn is expressly incorporated by rcference hercin and made a part hereof.
iZr--Ip-gase-a-germit-is-granbed-hepeundowy-bhis-anpiieation-and
aRF-agrceRcRES-required-Rerounder-aRa-aay-eendiiisces-tnposed-by-the-Boara
ir-grandiag-sueh-poymib-shatli-be-and-beeome-binding-ypen-the-Applieans
ard-the-othey-pariies-exeonting-sueh-agrechents---14-is-expressiy-under-
steea-ard-agreed-snat-the-veding-priviieges-under-2ny-such-permis~shatd
Red-exsend-te-tEe-puecessnYE-or-a88igRE-aF-she-Appiieand
If-any-pard-er-previsicn-of-the-eentregi-sa-greated-sghall-fopr-any
reasen-be~adindged-by-any-eouri-ef-competent-juriseiesion-to-be-invakidy
sueh-adindientien-ghatl-nof-impair-er¥-invatidate-the-venuinder-of-sueh
eentraety-bus-shali-be-gonfined -ip-ifs-oper-ticn-diveetiy-te-the-nari-or
PFO¥iSteR~iAVotVed-in-She-eondreversy-ir-nhieh-such-adiudiension~-skali
have-beern-rPenderad-
20. THE REPRESENTATIQNS, AGRFEMENTS, AND UNDERTAKINGS OF THE APPLI-
CANT SET OUT IN THTS APPLICATION, sND ANY OTHER REPRESENTATIONS, AGREE-
MENTS OR UNDERTAKINGS MADE BY THE APPLICANT AS AN INCIDENT 10 THE GReNTING
OF A VOTING PERMIT PURSUANT TO THIS APPLICATION, SHALL, IF SUCH PERMIT IS
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=15

GRANTED, BE EFFECTIVE AND BINDING UPON THE APPLICANT AS OF THE DATE OF
THIS AFPLICATION AND SHALL CONTINUE TO BE SO UNTIL THE PERMIT (OR PER-
MITS IF THERE BE MORE THAN ONE) SHALL BAVE BEEN SURRENDERED BY THE AP-
PLICANT, OR TERMINATED OR REVOKED, THE APPLICANT AGREES THAT THE
CONTINUED RETENTION OF A VOTING PERMIT ENTITLING IT TO VOTE ITS STOCK
IN A PARTICULAR BANK SHALL BE CONCLUSIVE EVIDENCE THAT APPLICANT IS A
HOLDING COMPANY AFFILIATE OF SUCH BANK AND THAT THE SURRENDER OF SUCH
PERMIT SHALL OPERATE AS A SURRENDER OF ANY sND ALL VOTING PERMITS WHICH
THE BOARD HAS GRANTED THE APPLICANT. THE APPLICANT UNDERSTANDS AND
AGREES THAT THE VOTING PRIVILEGES GRANTED UNDER ANY SUCH PERMIT ARE
GRANTED TO THE APPLICANT PFRSONALLY AND SHALL NOT RUN TO0 sNY SUCCESSOR
OR ASSIGNEE. THE APPLICANT FURTHER UNDERSTANDS AND AGRELS THAT ALL OF
ITS AGREEMENTS #ND UNDERTAKINGS HERLIN, aS WELL AS ANY SPECIAL AGREE-
MENTS OR UNDERTAKINGS WHICE ARE REQUIRED OF IT AS AN INCIDENT TO THE
GR&NTING OF THE VOTING PERMIT APPLIED FOR EXREIN, ARE INSEPARAELE AND
THE INVALIDATION OF ANY SUCH AGREEMENT OR UNDERT4KING BY LEGAL PRO-
CEDURE OR OTHERWISE SHALL TERMINATE ANY VOTING PERMIT OR PERMITS GRaNTED

PURGUANT TO THIS APPLICATION.

Executed this ‘ day of i
[Seal]
By

(Authorized Officer)

Attest:

Secretary.
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