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C ircu la r  No. 75-137
September 11, 1975

FOREIGN ACTIVITIES OF MEMBER BANKS

AMENDMENTS TO REGULATION M 
REVISED INTERPRETATION OF REGULATION O

TO ALL MEMBER BANKS
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of G o v e rn o rs  of the  Federal  R ese rv e  System has  am ended its Regulation M, 
"Fore ign  A ctiv it ies  of National B an k s ,"  r e g a rd in g  (a) ex tens ions  of c re d i t  to execu t ive  off icers  
of fore ign  b ra n ch es  and  (b) in su ran c e  agen cy  and  b ro k e ra g e  ac t iv i t ies  of fo re ign  b ra n c h e s .  In 
connection with th is  am endm ent the  Board h as  a lso  r e v ise d  an  in te rp re ta t io n  co n ce rn in g  loans 
to execu t ive  officers of fore ign  b ra n c h e s .

In subm itt ing  the amendments  and  re v ise d  in te rp re ta t io n  for publica t ion  in the  FED
ERAL REGISTER, the Board of G ov e rn o rs  made the  following statement:

On March 27, 1975, a proposa l  r e g a rd in g  am endments  to §213.3(b) was 
pu b l ish ed  in the  FEDERAL REGISTER (40 F .R .  13524) . In te res ted  p e r so n s  w ere  
g iv en  until May 9, 1975, to submit w ri t ten  com m ents ,  s u g g es t io n s ,  or ob jec tions .
The Board  has rev iew ed  all comments rece ived  and  has d ec ided  to adop t  the 
following am endm ents .

The  f i r s t  am endment c o n c e rn s  the  amount of c r e d i t  which a fore ign  b ra n c h  
of a m ember b ank  may ex tend  to an  execu t ive  officer of the b ra n c h  in o rd e r  to 
f inance the acqu is i t ion  or  cons t ru c t io n  of living q u a r t e r s  to be u sed  as  h is  r e s i 
dence  a b ro a d ,  p ro v id ed  each  su ch  c r e d i t  ex tension  is p rom ptly  re p o r ted  to its 
home office. T he  orig ina l  am endment p ro p o sed  by the Board would have  in
c rea se d  the loan limit to $100,000 and  d id  not p ro v id e  for any  c ircu m stan ces  
u n d e r  which th a t  limit could be ex ceed ed .  Most comments rece iv ed  from com
mercial banks  in re sp o n se  to the B o ard 's  p roposa l  po inted  out th a t  in many 
cou n tr ie s  the $100,000 f ig u re  would be inadequa te .  A lthough the specif ic  d o l 
lar limit has the  ad v a n tag e  of un iform ity ,  the Board was co n ce rn ed  that  the 
p u rp o s e  of the  reg u la t ion  might be f r u s t r a te d  by the wide v a r ia t io n s  in housing  
costs  from one c o u n t ry  to th e  nex t .  T h e re fo re ,  in view of the  comments r e 
ce ived ,  the  Board has  adopted an  am endment w hich p ro v id e s  more flexibi l i ty  
to the  fore ign  b ra n ch es  in ex ten d in g  c r e d i t  to th e i r  ex ecu t ive  off icers .  Under 
the am endment the  p ro p o sed  $100,000 limit is r e ta in e d ,  bu t  it may be ex ceed ed ,  
with  the  p r io r  specif ic  app rova l  of the  p a r e n t  b a n k 's  board  of d i r e c to r s ,  in o r 
d e r  to com pensate  for the  d i s p a r i ty  of housing  cos ts  among c o u n t r ie s .  The  p r o 
ce d u re s  conta ined  in the am endment a r e  s imilar  to those  of Section 22(g) of the 
Federal  R ese rv e  Act,  12 U .S .C .  375(a ) .
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In connection with th is  am endment,  the Board is rev is in g  P ub lished  
In te rp re ta t ion  S5620, 12 CFR 215.103 in o r d e r  to (1) re f lec t  the new amendment 
to Regulation M and  (2) c o r re c t  the re fe ren ces  to Section 213.4(f) to read 
"213 .3(b)

The second am endment to Regulation M allows foreign b ra n ch es  of member 
banks  to eng ag e  in in su ran c e  agen cy  and  b ro k e ra g e  ac t iv i t ies  w h ere  such  
ac t iv i t ies  a r e  usual in connection with the t ransac t ion  of the b u s in e s s  of b a n k 
ing in the  place w h e re  the fore ign  b ra n ch  t r a n s a c ts  its b u s in e s s .  The Board 
has  rece ived  seve ra l  comments s u p p o r t in g  the p roposed  am endment.  No com
ments have been  rece ived  opposing  adoption of the am endm ent.  The am end 
ment has thus  been adopted without any  ch a n g es .

In cons id e ra t io n  of the comments rece ived  and  p u r s u a n t  to Section 25 of the 
Federal  R ese rv e  Act (76 Sta t .  388; 12 U .S .C .  604a), 12 CFR P ar ts  21 3 and  21 5 
a r e  am ended as  se t  forth  below. As these  am endments  a r e  in tended to re l ieve  
a re s t r ic t io n  or  g r a n t  an  exem ption ,  they  shall  become effective immediately.

The  tex t  of the  p ro p o sed  am endments  to Regulation M was sen t  to you with o u r  C i r 
cu la r  No. 75-47, da ted  A pril  8, 1975.

Enclosed a r e  copies  of the  amendments  and  re v ise d  in te rp re ta t io n .  Any ques t ions  
re g a rd in g  the  amendments  to Regulation M may be d i rec ted  to this  B ank 's  Regulations D epar t 
ment and  the re v ise d  in te rp re ta t ion  to this  B ank 's  Examination Departm ent.

S incere ly  y o u r s ,

T .  W. Plant

F ir s t  Vice P re s id en t

E nclosures  (2)



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

FOREIGN ACTIVITIES OF NATIONAL BANKS

AMENDMENTS TO REGULATION Mf

Effective August 25, 1975, Regulation M is 
amended by revising § 213.3(b) subparagraph (6), 
by substituting a semicolon for the period at 
the end of subparagraph (7), and by adding a new 
subparagraph (8). As amended § 213.3(b) reads 
as follows:

SECTION 213.3 — FOREIGN BRANCHES 

* * * * *

(b) Further powers of foreign branches. In
addition to its other powers, a foreign branch may, 
subject to paragraph (c) of this section and 
§ 213.6 and so far as usual in connection with the 
transaction of the business of banking in the places 
where it shall transact business:

* * * * *

(6) Extend credit to an executive officer of the 
branch in an amount not to exceed $100,000 or 
its equivalent in order to finance the acquisition or 
construction of living quarters to be used as his 
residence abroad, provided each such credit ex
tension is promptly reported to its home office; 
Provided, however, That, with the specific prior 
approval of the parent bank’s board of directors, 
such amount limitation may be exceeded when 
necessary to meet local housing costs.

(7) Pay to any officer or employee of the 
branch a greater rate of interest on deposits than 
that paid to other depositors on similar deposits 
with the branch;

(8) Act as insurance agent or broker.

t  F o r  this Regulation to be com plete as am ended effective A ugust 25, 1975, re ta in :
1) Prin ted  R egulation pam phle t containing R egulation M  dated  January  7, 1971;

2) A m endm ents, effective M ay 22, 1975, to Section 2 1 3 .7 (a ) and  2 1 3 .7 (b ) ;  and
3) T his slip sheet.



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

LOANS TO EXECUTIVE OFFICERS OF MEMBER BANKS

INTERPRETATION OF REGULATION O

Effective August 25, 1975, paragraphs (a) and
(c) of Section 215.103 are amended to read as 
follows:

SECTION 215.103— LOANS TO EXECU
TIVE OFFICERS OF FOREIGN BRANCHES 
OF N A T IO N A L  AND  STA TE M EM BER 

BANKS

*  *  *  *  *

(a) Section 22(g) of the Federal Reserve Act 
(12 U.S.C. 375a) provides, with certain excep
tions, that “no executive officer of any member 
bank shall borrow from or otherwise become in
debted to, any member bank of which he is an 
executive officer, and no member bank shall make 
any loan or extend credit in any other manner 
to any of its own executive officers * * Pur
suant to the authority conferred by the ninth 
paragraph of section 25 of the Federal Reserve 
Act (12 U.S.C. 604a), which was added to that 
section by the Act of August 15, 1962 (Public 
Law 87-588), the Board of Governors in 
§ 213.3(b) of this subchapter (Regulation M) has,

subject to certain conditions, authorized foreign 
branches of national banks to make certain home 
loans to their executive officers. The question has 
arisen whether foreign branches of State member 
banks would violate section 22(g) by extending 
credit to their executive officers to the same extent 
and subject to the same conditions as foreign 
branches of national banks. A separate but related 
question is whether executive officers of foreign 
branches of national (and State member) banks 
may borrow from their respective branches as 
envisaged by § 213.3(b) of this subchapter.

* * * * *

(c) On the basis of the foregoing considerations, 
the Board of Governors is of the opinion that 
foreign branches of State member banks would 
not violate section 22(g) by extending credit to 
their executive officers subject to the same restric
tions and conditions as apply to foreign branches 
of national banks under § 213.3(b) of this sub
chapter. * * *

« *  * * *




