
REGULATION Y—BANK HOLDING COMPANIES 

Notice of Proposed Amendment

TO ALL MEMBER BANKS,
BANK HOLDING COMPANIES,

AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

T he  Board of Governors  of the  Federal R eserve  System has issued  for 
public  comment a p roposed  amendment to its Regulation Y which would make check  
verification an act iv i ty  pe rm iss ib le  for bank  holding company su b s id ia r i e s .  The 
Board has  before  it an applicat ion to engage  in check  verification which the a p ­
p licant d e sc r ib e s  a s  follows:

T he  bank holding company would e s tab l ish  a s u b s id ia ry ,  to 
engage  in check  verif ica t ion .  Merchants would pay a fee to su b ­
s c r ib e  to the  s e rv ice s  of the  verif ication company. The  company 
would au thor ize  su b sc r ib in g  m erchan ts  to accep t  c e r ta in  personal  
checks  as  payment for goods and  s e rv ice s .  If an  au thor ized  check  
t u r n s  out to be  bad ,  the s u b s id ia ry  will buy  it from the m erchan t .

T he  Board may act  on the sub jec t  applicat ion p r io r  to the final decision  on the 
act iv i ty .

P r in ted  on the  following pages  is the tex t  of the B oard 's  proposal as  
submitted to the  F e d e r a l  R e g i s t e r .  Any comments should be submitted in wri t ing 
and rece ived  by the S e c re ta r y ,  Board of G overnors  of the  Federal Rese rve  System, 
Washington, D .C .  20551, no la ter  than  A ugust  14, 1978. All materia ls  submitted 
should inc lude  the  docke t  num ber  R-0171.

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

Circular No. 78-97
Ju ly  20, 1978

Sincerely yours,

Robert H . Boykin

F irs t Vice President

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



FEDERAL RESERVE SYSTEM

(12 CFR P a r t  225)

(Regulation Y)

BANK HOLDING COMPANIES

(Docket No. R-0171)

Proposed  Rulemaking Relating to Providing 
Check Verif ication S e rv ices

BARNETT BANKS OF FLORIDA, INC.

Formation of V er i f ica t ions , Inc. to 
Provide  Check Verification Serv ices

AGENCY: Board of G overnors  of the Federal R ese rve  System.

ACTION: Proposed ru le  and  action on individual applicat ion.

SUMMARY: The  Board p roposes  to adopt  a regu la t ion  that would perm it  bank holding 
companies to engage  in p rov id ing  check  verif ication s e rv ic e s ,  sub jec t  to p a r t icu la r  p r o ­
c e d u r e s  in individual c a se s .  T he  Board will also c o n s id e r  act ing  by o rd e r ,  p r io r  to action 
on the p roposed  ru le ,  on the applicat ion of Barnet t  Banks of F lorida,  I n c . , to p rov ide  check 
verification se rv ice s  th ro u g h  a newly formed s u b s id ia ry .  Verif ica t ions ,  Inc.

DATE: Comments must be rece ived  on or before  A ugust  14, 1978.

ADDRESS: S e c re ta ry ,  Board of G overnors  of the Federal Rese rve  System, Washington, D .C . 
20551. All material submitted should include the docket  num ber  R-0171.

FOR FURTHER INFORMATION CONTACT: Ju l iu s  L. Loeser ,  Senior Attorney (202/452-3236) 
o r  J . H arry  J o rg e n so n ,  Attorney (202/452-3778), Board of G overnors  of the Federal Rese rve  
System, Washington, D .C .  20551.

SUPPLEMENTARY INFORMATION:

The  Board of Governors  has rece ived  an  applicat ion filed by Barnet t  Banks of 
F lorida ,  I n c . ,  J ack sonv i l le ,  Florida ("A p p l ican t" ) , p u r s u a n t  to section 4(c) (8) of the Bank 
Holding Company Act (12 U .S .C .  § 1843(c) (8)) and  section 225.4(b) (2) of the B oard 's  
Regulation Y (12 CFR § 225.4(b) (2 ) ) ,  for p r io r  approva l  to engage  d e  n o v o  th rough  a s u b ­
s id ia ry  to be  known as  Verif ica t ions ,  Inc. in p rov id ing  check verif ication se rv ice s  to 
m erchan ts .
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Applicant p roposes  to engage  in p rov id ing  check  verif ication s e rv ice s  as
follows:

In considera t ion  of fees paid by a s u b sc r ib in g  m erchan t .  Verif ications ,
Inc. will au tho r ize  accep tance  by the m erchan t  of c e r ta in  personal  checks 
ten d e red  by the  m erchan t 's  cus tom ers  in payment of goods and  s e rv ice s .
In the even t  a va l id ly  au thor ized  check  is su b seq u en t ly  d ish o n o red ,  Verif i ­
ca t ions ,  Inc. will p u rc h a se  such check from the m erchant .

Section 4(c) (8) of the Bank Holding Company Act p rov ides  tha t  a bank  holding 
company may, with Board ap p ro v a l ,  a cq u i re  " sh a re s  of any  company the act iv it ies  of which 
the Board af ter  d ue  notice and opportun i ty  for hear ing  has de te rm ined  (by o rd e r  o r  r e g u la ­
tion) to be  so closely re la ted  to banking  a s  to be a p ro p e r  inc ident  th e re to ."  Applicant b e ­
lieves tha t  the p roposed  act ivity  is so c lose ly  re la ted  to banking  as  to be a p ro p e r  inc ident  
the re to  and  the  Board be lieves  tha t  a reasonab le  bas is  ex is ts  for Applicant 's  opinion.

In connection with th is  app l ica t ion ,  the Board will co n s id e r  amending Regulation Y 
(12 CFR § 225.4(a))  to add  the  act ivity  of p rov id ing  check  verif ication se rv ice s  to the list of 
act ivit ies  tha t  the Board has p rev ious ly  de te rm ined  to be pe rm iss ib le  for bank holding com­
pan ies .  In te res ted  pe rso n s  may e x p re s s  th e i r  views on the quest ion w he ther  p rov id ing  check  
verif ication s e rv ice s  is "so c lose ly  re la ted  to banking  or managing or  contro l l ing  banks  as  to 
be a p ro p e r  inc ident  thereto"  within the  meaning of section 4(c) (8) .

The  Board will also co n s id e r  act ing  by  o r d e r ,  p r io r  to action on the proposed  ru le ,  
on the  applicat ion of Barnet t  Banks of F lor ida ,  I n c . , to p rov ide  check  verification se rv ices  
th rough  a newly formed s u b s id ia ry .  Verif ica t ions ,  Inc. In te res ted  pe rso n s  may a lso  e x ­
p re s s  the ir  views on the  quest ion  w he ther  consummation of the proposal by Applicant can 
" reasonab ly  be expec ted  to p roduce  benefits  to the public  such a s  g r e a te r  convenience ,  in ­
c reased  competition, or  ga ins  in efficiency, tha t  outweigh possib le  a d v e r se  effects,  such 
as undue  concentra t ion  of r e s o u rc e s ,  d ec rea sed  o r  unfa ir  competition, conflicts  of in te re s ts ,  
o r  unsound  banking  p ra c t ic e s . "

Any re q u e s t  for a hear ing  on these  quest ions  should be accompanied by a s ta te ­
ment summarizing the  ev idence  the  p e rso n  reques t ing  the hear ing  proposes  to submit or to 
elicit  a t  the  hear ing  and  a statement of the reasons  why th is  matter should not be  reso lved  
without a h e a r in g .

T h e  applicat ion of B arnet t  Banks of F lor ida ,  I n c . , may be inspected at the  of­
fices of e i the r  the Board of G overnors  o r  the Federal  Reserve  Bank of A t lan ta . E xpress ions  
of views received  by the  Board may be inspec ted  a t  the  offices of the Board of G overnors .

Any views o r  r e q u e s ts  for hear ing  e i th e r  on the p roposed  ru le  o r  on the ind iv id ­
ual applicat ion should be submitted  in w ri t ing  and  rece ived  by the S e c re ta ry ,  Board of Gov­
e rn o r s  of the  Federal R eserve  System, Washington, D .C . 20551, not later than August 14, 1978.

Board of G overnors  of the  Federal Rese rve  System, J u ly  12, 1978.

Theodore  E. Allison 
S e c re ta ry  of the  Board

(SEAL)




