
f e d e r a l  R e s e r v e  B a n k  o f  D a l l a s

DALLAS, TEXAS 7 5 2 2 2

C ircu la r  No. 78-35 
March 31, 1978

AMENDMENT TO REGULATION Y 

Municipal Secur i t ies  Dealer Activit ies

TO ALL MEMBER BANKS,
BANK HOLDING COMPANIES,

AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

The  Board of G overnors  has  amended its Regulation Y effective 
April  5, 1978, to r e q u i r e  bank  holding companies au tho r ized  by the  Board 
to conduct  municipal s ecu r i t ie s  d ea le r  ac t iv i t ies  to file ce r ta in  information 
with the  B o a r d .

On March 30, 1977, the Board is sued  for  comment p roposed  
amendments  to its Regulation H (State Member Banks) and  Regulation Y 
(Bank Holding Companies) to r e q u i r e  those tha t a r e  municipal secur i t ies  
d e a le rs  for which the  Board is the ap p ro p r ia te  regu la to ry  agency  u n d e r  sec 
tion 3(a) (34) of the  Secur i t ie s  Exchange Act of 1934 (15 U .S .C .  78c(a) (34)) 
to file with the Board information about pe rso n s  who a r e  associated  with them 
as  municipal s ecu r i t ie s  p r in c ip a ls  o r  municipal secur i t ie s  re p re se n ta t iv e s .
In conjunction with that p roposa l ,  the  Board also p roposed  Form MSD-4, 
"Uniform Application for Municipal Secur i t ies  Principal o r  Municipal S e c u r i 
t ies  R epresen ta t ive  Associated with a Bank Municipal Secur i t ie s  D ealer ,"  and  
Form MSD-5, "Uniform Term ination Notice for Municipal Secur i t ies  Principal  
o r  Municipal Secur i t ies  R ep resen ta t ive  Associated with a Bank Municipal Se
c u r i t ie s  D ea le r ,"  for u se  in complying with the p roposed  amendments  to Reg
ulations H and  Y.

After cons ide r ing  the  comments submitted on the  p roposed  am end 
ments and  p roposed  form s,  the  Board ,  on Sep tem ber 1, 1977, adopted the 
p roposed  amendment to Regulation H and  the a t tendan t  forms bu t  decided  to 
defer  adoption of the  p roposed  amendment to Regulation Y in view of its action 
of October 19, 1976, d e fe r r in g  action on applicat ions  filed u n d e r  section 4(c) 
(8) of the  Bank Holding Company Act for  au thor i ty  to u n d e rw r i te  and  deal in 
Federal gove rnm ent  and  municipal s ec u r i t ie s .

Banks and others are encouraged to use the following incoming W ATS numbers in contacting this Bank:
1-800-492-4403 (intrastate) and 1-800-527-4970 (interstate). For calls placed locally, please use 651 plus
the extension referred to above.
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On J a n u a ry  26, 1978, the  Board announced  that  it would resume 
p rocess ing  of applica t ions  from bank  holding companies to engage  in Federal 
governm ent  and  municipal secu r i ty  d e a le r  act iv i t ies  on a c a s e -b y -c a s e  b a s is .  
T h e re fo re ,  th is  amendment to Regulation Y will extend to bank  holding com
pan ies  and  ce r ta in  of th e i r  su b s id ia r ie s  the  fil ing req u irem en ts  tha t  a r e  now 
imposed on State member banks  with re sp ec t  to municipal secur i t ie s  dea le r  
a c t iv i t i e s .

Member b a n k s ,  bank  holding com panies ,  and  o the rs  tha t  maintain 
Regulations B inde rs  should file the enclosed amendment in the i r  b in d e r s .
Any ques t ions  co nce rn ing  the  amendment should  be d irec ted  to ou r  Holding 
Company S uperv is ion  Department,  Ext.  6182.

Additional copies of the amendment will be fu rn ish ed  upon re q u e s t  
to the  S e c re ta r y 's  Office of th is  Bank, Ext. 6267.

S incere ly  y o u r s ,

Robert  H . Boykin

F irs t  Vice P res iden t

Enclosure



B O A R D  O F  G O V E R N O R S  O F  T H E  F E D E R A L  R E S E R V E  S Y S T E M

INTEREST ON DEPOSITS

AMENDMENT TO REGULATION Y

Effective April  5, 1978, Section 225.5 is am end 
ed by adding new  pa rag rap h  (f) as follows:

S E C T IO N  225.5— A D M I N IS T R A T IO N

(f) Bank holding companies, certain of their sub
sidiaries, and subsidiaries, departments, or divi
sions of such subsidiaries, which are municipal 
securities dealers.

(1 )  F o r  purposes of this parag raph ,  the  te rm s 
herein  have the meanings given them  in section 
3 ( a )  o f  the Securi ties Exchange A ct  o f  1934 (15  
U.S.C. § 7 8 c ( a ) )  and  the rules o f  the  M unic ipal 
Securi ties R u lem aking  Board . T h e  te rm  A c t  shall 
m ean  the Securities E xchange  A ct  of 1934 (15  
U .S.C. §78a et seq .) .

(2 )  A  b an k  holding com pany , o r  a subsidiary 
of a b ank  holding com pany  w hich  is a  bank  
(o the r  than  a national bank  o r  a b a n k  operat ing  
u n d e r  the  C ode  of Law  fo r  the Distric t of C o 
lum bia  o r  a  ban k  insured by  the  F ede ra l  Deposit 
Insurance  C o rp o ra t io n ) ,  or a  subsidiary o r  a de 
p a r tm en t  o r  a division o f  such a subsidiary, which  
is a  munic ipa l securities dealer shall n o t  perm it  
a  person to be associated with it as a municipal 
securit ies principal o r  municipal securit ies rep re 
s e n t a t i v e  unless it has filed w ith  the  B oard  an 
original and  two copies of F o r m  M SD -4 ,  “U n i 
fo rm  Applica tion  fo r  M unic ipal Securities Princ i 
pal o r  M unic ipal Securi ties Representative A sso
ciated with  a B ank  M unic ipa l Securi ties D ea le r ,” 
com pleted  in accordance  with the instructions 
conta ined  therein, fo r  th a t  person. F o rm  M SD -4 
is prescribed by the  B oard  for  purposes of p a ra 
g raph  (b) of M unicipal Securities R ulem aking  
B oard  R ule  G-7, “In fo rm a t ion  C oncern ing  A sso
ciated Persons.”

(3 )  W henever  a  municipal securities dealer 
receives a sta tem ent pu rsuan t  to  pa rag raph  (c)  
of M unic ipa l Securi ties R ulem aking  Board  Rule  
G-7, “ In fo rm a t ion  C oncern ing  Associated P e r 
sons,” f rom  a person  fo r  w hom  it has  filed a  F o rm  
M S D -4  with the  B oard  pursuan t  to  subparagraph  
(2 )  of this parag raph ,  such dealer shall, within 
ten days thereafter ,  file th ree  copies of th a t  s ta te 
m en t  w ith  the  B oard  accom panied  by  an  original 
and  tw o copies of a transm itta l  le tte r  which in 

cludes the nam e  o f  the dealer and  a reference 
to  the m a te ria l  transm it ted  identifying the  person 
involved and  is signed by a munic ipa l securities 
principal associated with  the  dealer.

(4 )  W ith in  30 days a f ter  the te rm ina t ion  o f  the 
associa tion of a municipal securit ies principal or 
municipal securities representative w ith  a m unic i 
pal securit ies dealer  which has filed a F o r m  M SD - 
4  with the  B oard  fo r  th a t  person  p u rsu an t  to  
subparagraph  (2 )  of this pa ragraph ,  such dealer 
shall file an original and  two copies of a notifica
tion o f  te rm ination  with the  B oard  o n  F o rm  M SD - 
5, “ U n ifo rm  T erm ina t ion  N otice  fo r  M unic ipal 
Securi ties Principal o r  M unic ipa l Securities R e p 
resenta tive Associated with a B ank  Munic ipal 
Securities Dealer,” com pleted  in accordance  with  
the ins tructions con ta ined  therein.

(5 )  A m unic ipa l securities dealer which  files 
a F o rm  M SD -4 ,  F o r m  M SD-5, o r  sta tem ent with 
the B oard  u nder  this pa rag raph  shall re ta in  a  copy 
of each such F o rm  M SD -4,  F o r m  M SD -5 ,  o r  
sta tem ent unti l  at least th ree  years af ter  the te r 
mination of the em ploym ent o r  o ther  association 
with such dealer  o f  the municipa l securities p r in 
cipal or munic ipa l securities representative to 
w ho m  the  fo rm  o r  s ta tem ent relates.

(6) T h e  date  th a t  the  B oard  receives a F o rm  
MSD-4, F o rm  M SD-5, o r  s ta tem ent filed with the  
B oard  u nder  this p a rag raph  shall be  the  date  of 
filing. Such a  F o rm  M SD-4, F o rm  MSD-5, or 
s ta tem ent which is no t p repa red  and  executed 
in accordance  with the  applicable requirem ents  
m ay  be re tu rned  as unacceptable  fo r  filing. A c 
ceptance fo r  filing shall n o t  constitute  any finding 
tha t a F o rm  MSD-4, F o rm  M SD-5, o r  s ta tem ent 
has been com pleted  in  accordance  with  the ap 
plicable requirem ents  o r  tha t  any  in fo rm ation  re 
ported  therein is true, current,  complete, o r  no t 
misleading. Every F o rm  MSD-4, F o rm  M SD-5, or 
s ta tem ent filed with the  B oard  u n d e r  this p a ra 
g raph  shall constitute a filing with the  Securities 
and  E xchange  C om m iss ion fo r  purposes of section 
17(c)(1) o f  the  A c t  (15 U.S.C. section 78q(c)(l)  
an d  a  “repor t ,” “application,” or “d ocum en t” 
within the  m eaning  o f  section 32(a) o f  the A ct  
(15 U.S.C. 78ff(a)).

tF o r  this Regulation to be complete as amended effective April 5, 1978, retain:
1) Printed Regulation Y pamphlet as amended effective June 24, 1974;
2) Technical correction in Regulation Y pamphlet covering Sections 225.3 and 225.4;
3) Amendment effective December 1, 1975, Section 225 .5 (c) ;
4) Amendment effective May 15, 1976, adding a new Section 225.6;
5) Amendment effective October 13, 1976, adding footnote 4 at the end of paragraph 225.4(a) (6) ( i i i ) ;
6) Amendment effective October 3, 1977, Section 225.5(d) and (e);
7) Amendment effective Decemer 31, 1977, adding paragraph (4) to Section 225.5(c); and
8) This slip sheet.




