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AMENDMENT TO REGULATION K— CORPORATIONS 
ENGAGED IN FOREIGN BANKING AND FINANCING 

UNDER THE FEDERAL RESERVE ACT

TO ALL MEMBER BANKS,
BANK HOLDING COMPANIES,

AND OTHERS CONCERNED IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

The Board of Governors of the Federal Reserve System has amended 
its Regulation K to eliminate the 10 percent minimum reserve requirem ent on 
the U .S . deposits of corporations engaged in international banking and finan
cial operations ("Edge Corporations") . Th is  action was taken in order to con
form with the International Banking Act of 1978, which was signed into law on 
September 17, 1978.

Edge Corporations w ill now, under the International Banking Act 
and Regulation K, be subject to the same reserve requirements on the ir domes
tic deposits as those which apply to member banks in the Board's Regulation D. 
This  new ru le  w ill be effective with the reserve computation period beginning  
November 16, 1978. The new level of required reserves must be maintained 
beginning with the week ending December 6, 1978.

Printed on the following pages is a copy of the "Statement of the 
Federal Bank Regulatory Agencies Concerning the International Banking Act of
1978." The statement explains actions taken and planned by the three agencies 
to implement the International Banking Act.

Member banks and others should file  the enclosed copy of the amend
ment in their Regulations B inders. Any questions concerning the amendment 
should be directed to our Holding Company Supervision Department, Ext. 6182. 
Additional copies of the amendment w ill be furnished upon request to the Secre
tary 's  Office of this Bank, Ext. 6267.

S incerely yours,
Robert H . Boykin

First V ice President

Enclosure

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.

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



STATEMENT OF THE 
FEDERAL BANK REGULATORY AGENCIES 

CONCERNING THE INTERNATIONAL BANKING ACT OF 1978

This statement has been prepared in consultation with and on behalf of the:

Comptroller of the Currency 
Federal Deposit Insurance Corporation 
Federal Reserve Board.

On September 17, 1978, the President signed into law the International Banking 
Act of 1978, Pub. L. 95-369. Under this Act, foreign banks operating in the U .S . through 
branches, agencies, or commercial lending companies are to be subject to Federal supervi
sion and regulation in a manner similar to domestic banks. The Act is a significant step 
toward applying the principle of national treatment, or nondiscrimination, to foreign banks 
operating in the U .S.

Although certain aspects of the Act are self-implementing, others require ad
ministrative action by either the Board of Governors of the Federal Reserve System, the 
Secretary of the Treasury, the Comptroller of the Currency, or the Federal Deposit Insur
ance Corporation. The Board, the Comptroller, and the FDIC have primary responsibility 
for implementing the Act and have established a group to coordinate their efforts. Such a 
coordinated effort is aimed at establishing a uniform system of Federal examination and 
supervision for U .S . offices of foreign banks. The following information is provided to 
address certain questions that have been raised by organizations subject to the Act concern
ing their responsibilities between the time of the Act becoming law and the issuance of im
plementing regulations by the agencies.

(1) Reserve Requirements on Edge Corporations:

The Act amends section 25(a) of the Federal Reserve Act, 12 U .S .C . 611 (the 
"Edge Act"), by removing the 10 percent minimum reserve requirement on the domestic de
posits of an Edge Corporation. The Board has amended its Regulation K, 12 C .F .R . 211, 
to conform to the removal of the statutory minimum reserve requirement. Domestic deposits 
of an Edge Corporation will continue to be subject to the same reserve requirements as a 
member bank.

The Act also requires that the Board undertake a general revision of Regulation K 
within a statutorily prescribed time frame. The Board is proceeding with that revision in 
light of the Act's amendment of the Edge Act with respect to the purposes and powers of Edge 
Corporations.

(2) Reserve Requirements for Branches and Agencies of Foreign Banks:

The Act subjects Federal branches and agencies of foreign banks with total world
wide consolidated bank assets in excess of $1 billion to Federal Reserve reserve require
ments and interest rate limitations. In addition, the Act authorizes the Board to impose 
reserve requirements and interest rate limitations on State branches and agencies of foreign 
banks after consultation and cooperation with State bank supervisory authorities. The
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Board expects to commence the consultative process with appropriate State bank supervisory 
authorities in the near future. After consultation, any proposed regulations to subject State 
branches and agencies to reserve and interest rate requirements will be published for com
ment.

(3) Ownership of Edge Corporations by Foreign Banks:

The Act amends the Edge Act to permit foreign banks with the approval of the 
Board to acquire a majority of the shares of an Edge Corporation. The Act also permits non- 
U .S. citizens to serve as directors of an Edge Corporation. Foreign banks that seek to or
ganize an Edge Corporation or to acquire a majority of the shares of an Edge Corporation 
may file an application in letter form with the Federal Reserve Bank of the district in which 
the foreign bank's U .S . banking activities are principally conducted or, if not currently  
conducting banking operations in the U .S .,  with the Federal Reserve Bank of the district 
in which the Edge Corporation is, or is to be located. Application procedures and informa
tion requirements w ill, to the extent possible, be the same as for applications by domestic 
institutions to organize Edge Corporations. In this connection, the Board has revised its 
Form F .R . 151 (Articles of Association of an Edge Corporation) to conform to the changes in 
the Edge Act. Copies of the revised form will be available at the Reserve Banks.

(4) Licensing of Federal Branches and Federal Agencies:

The Act authorizes the Comptroller of the Currency to license and supervise 
Federal branches or agencies in any State in which the parent foreign bank is not operat
ing a State branch or agency, and in which the establishment of a foreign branch or agency 
is not prohibited by State law. The Comptroller also may license an interstate Federal 
branch of a foreign bank where the establishment of branches is permitted by State law 
and the foreign bank enters into an agreement with the Board to receive only deposits per
missible for an Edge Corporation. The Comptroller's Office is currently formulating appro
priate regulations and procedures to implement the Act. Those regulations should be 
published for comment prior to December 31, 1978. Applications for Federal branches and 
agencies received prior to the adoption of final regulations will be acknowledged, and will 
be held for consideration, subject to the final regulations.

(5) Deposit Insurance for Branches of Foreign Banks:

Under the Act, no foreign bank may establish or operate a Federal branch that 
receives deposits of less than $100,000 without obtaining Federal deposit insurance. State 
branches, in States that require deposit insurance for State-chartered banks, that receive 
deposits of less than $100,000, must be insured. An exemption from mandatory deposit 
insurance may be granted by the FDIC in the case of a State-licensed branch, or by the 
Comptroller of the Currency in the case of a Federal branch if the branch is not engaging in 
domestic retail deposit activity. Foreign bank branches that are not subject to mandatory 
insurance may voluntarily apply for FDIC coverage.

A branch established prior to the date of enactment must obtain deposit insurance 
by September 17, 1979, if the branch is subject to the mandatory insurance provisions. A 
branch established after the date of enactment is immediately subject to the Act's provisions.
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Procedures and forms to be used In applying for deposit insurance are being developed and 
are expected to be available at an early date. In the interim, applications may be filed in 
letter form. Applications for Federal Deposit Insurance received prior to the adoption of 
final regulations will be acknowledged and will be held for consideration subject to the 
final regulations.

(6) Registration with the Federal Reserve:

The Act subjects any foreign bank that operates a branch, agency, or commercial 
lending company in the U .S .,  to provisions of the Bank Holding Company Act in the same 
manner and to the same extent as bank holding companies. Applying section 5 of the Bank 
Holding Company Act to foreign banks subject to the Act requires that those banks register 
with the Board. The Board is in the process of drafting a registration form suitable for 
this purpose. When completed, these forms will be available at the Federal Reserve Banks.

(7) Registration of Representative Offices:

The Act also requires foreign banks that maintain offices, other than branches or 
agencies, in the United States to register with the Secretary of the Treasury by March 16,
1979, or, after that date, upon establishment of such an office. Procedures and forms for 
registration are being developed and should be available before year-end. Foreign banks 
are not expected to register with the Secretary of the Treasury until such forms are avail
able.

FOR FURTHER INFORMATION CONTACT: Frederick R. Dahl, Associate Director, 
Division of Banking Supervision and Regulation (202) 452-2727, C. Keefe Hurley, J r . ,  
Senior Attorney, Legal Division (202) 452-3269, Board of Governors of the Federal Reserve 
System; David Heleniak, Acting Assistant General Counsel for Domestic Finance, Depart
ment of Treasury (202) 566-2857; Timothy M. Sullivan, Assistant Director, International 
Examinations Division (202) 447-1699, James J . Gartner, Executive Assistant to the Deputy 
Comptroller for Bank Supervision (202) 447-0150, Comptroller of the Currency; Edward T .  
Lutz, Examination Specialist, Projects and Planning Branch (202) 389-4389, Margaret M. 
Olsen, Attorney (202) 389-4433, Federal Deposit Insurance Corporation.



BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

CORPORATIONS ENGAGED IN FOREIGN BANKING AND 
FINANCING UNDER THE FEDERAL RESERVE ACT

AMENDMENT TO REGULATION Kf

Effective November 16, 1978, the last sentence 
of Section 211.7(c)(2) is amended to read as 
follows:

SECTION 211.7—LIMITED OPERATIONS IN 
THE UNITED STATES

* * * * *

(c) Receipt of deposits.

* * » * *

(2) . . .  Such deposits shall be subject to Parts 
204 (Regulation D) and 217 (Regulation Q) of this 
chapter and shall be reported in the same manner 
as if the Corporation were a member bank of the 
Federal Reserve System.

t  For this Regulation to be complete effective November 16, 1978, retain:

1) Printed Regulation pamphlet effective January 7, 1969;

2) Amendment effective M arch 3, 1970, Section 211.9f b ) (4) ( i) ; and

3) This slip sheet.




