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

DALLAS. TEXAS 75222

Circular No. 82-157  
November 26, 1982

REGULATION K

INTERNATIONAL BANKING OPERATIONS

(Final Amendments)

TO ALL MEMBER BANKS,
BANK HOLDING COMPANIES,

EDGE AND AGREEMENT CORPORATIONS,
AND OTHERS CONCERNED IN THE

ELEVENTH FEDERAL RESERVE DISTRICT:

The Board o f  Governors o f  the Federal Reserve System  has amended its
Regulation K to sim plify procedures for establishing a U.S. branch o f  an Edge 
Corporation and to shorten the notif ication  period in Section  211.5(c)(2) o f  the  
regulation from 60 to 45 days. The Board also amended Regulation K relating to  
reporting requirem ents in regard to certain investm ents. In addition, a technical  
change in the language o f  the regulation was approved to conform to the  
corresponding statutory provision in the Bank Holding Company A ct.

Printed on the following pages is a copy o f  the Board's notice  as 
published in the Federal R eg ister . The am endments in slip sheet  form will be 
furnished as soon as they are available.

Any questions concerning the a ttached  m aterial may be d irected to 
David W. Dixon in this Bank's Holding Company Supervision Department, Ext. 6182.

Additional copies o f  this ciruclar will be furnished upon request to the  
Departm ent o f  Communications, Financial and Community Affairs, Ext. 6289.

Banks and others are encouraged to use the following incoming WATS numbers in contacting this Bank:
1-800-442-7140 (intrastate) and 1-800-527-9200 (interstate). For calls placed locally, please use 651 plus the
extension referred to above.

Sincerely yours,

William H. Wallace 
First Vice President

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

12 CFR Part 211 

[Docket No. R-0436]

Reg. K; International Banking 
Operations

AGENCY: Board of Governors of the 
Federal Reserve System. 
a c t i o n :  Final rule.

SUMMARY: The Board of Governors of 
the Federal Reserve System has 
amended its Regulation K to change the 
procedures for establishing a U.S. 
branch of an Edge corporation and to 
shorten the notification period in 
i  211.5(c)(2) of its Regulation K from 60 
to 45 days.

In addition, the Board has amended 
Regulation K governing the U.S. 
operations of foreign banking 
organization to delete an exception from 
a reporting requirement concerning 
information on U.S. investments not

readily available to the reporting 
organization. The Board also approved a 
technical change in the language of the 
regulation to conform it to the 
corresponding statutory provision in the 
Bank Holding Company Act.

EFFECTIVE DATE: November 8.1982.
FOR FURTHER INFORMATION CONTACT:
James S. Keller (202/452-2523). Division 
of Banking Supervision and Regulation 
or Nancy P. Jacklin (202/452-3428) or 
Kathleen O’Day (202/452-3786), Legal 
Division, Board of Governors of the 
Federal Reserve System, Washington, 
D.C. 20551.
SUPPLEMENTARY INFORMATION: Edge 
Corporation Branches. Under 
§ 211.4(c)(1) of Regulation K (12 CFR 
211.4(c)(1)), Edge corporations are 
authorized to establish domestic 
branches. Although the Board had 
previously delegated to the Reserve 
Banks the authority to approve the 
establishment of an Edge corporation 
branch where the branch represented 
the conversion of an existing Edge 
corporation, all other Edge branch 
applications required prior approval by 
the Board. The Board has now 
determined that Edge corporation 
proposals to establish U.S. branches 
should be processed under a 45-day 
prior notification procedure.

When the Board amended Regulation 
K to permit Edge corporations to branch 
domestically, the Board provided for the 
publication in the Federal Register of 
notices of applications for domestic 
branches and allowed a period for 
public comment on the proposals. In 
acting on an application to establish a 
branch, the Board considers the 
financial condition and history of the 
Edge corporation, the general character 
of its management, the convenience and 
needs of the community to be served 
with respect to international banking 
and financing services, and the effects 
of the establishment of the branch on 
competition. To date, the Board has 
approved applications involving about 
75 branches; no application for a 
domestic branch of an Edge corporation 
has been denied. In addition, no public 
comment has been received with respect 
to a branch application.

Under the new procedure, before 
submitting the proposal to the Reserve 
Bank and Edge corporation must publish 
notice of the proposal in a newspaper of 
general circulation in the geographic 
area of its proposed U.S. branch and in 
such areas that the branch proposes to 
serve. The notice must allow a 30-day 
comment period and provide that any 
comments on the proposal be sent to the 
appropriate Federal Reserve Bank, the
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address of which should be included. If 
the Reserve Bank receives no adverse 
comments in response to that notice and 
finds the proposal is consistent with the 
financial, managerial, convenience and 
needs, and competitive factors to be 
considered, and the proposal raises no 
significant policy issues on which the 
Board has not previously expressed its 
view, the Edge corporation may 
establish the branch 45 days after the 
Reserve Bank has received the 
notification.

Prior Notification for Investments. 
Under the investment procedures of 
Regulation K, a U.S. investor (member 
bank, bank holding company, Edge or 
Agreement corporation) may make 
certain investments pursuant to the prior 
notification procedures set forth in that 
section. Generally, such investments are 
of the type that could be made pursuant 
to general consent except that die 
absolute dollar amount of the 
investment or its size relative to the 
capital and surplus of the investor 
disqualifies it for those procedures; such 
investments may not, however, exceed 
10 percent of the investor's capital and 
surplus.

Currently, the notification period in 
§ 211.5(c)(2) is 60 days. Based on its 
experience in processing these 
notifications the Board has shortened 
the notification period to 45 days.

Reporting Requirement. Subpart B of 
the Board’s Regulation K (12 CFR 211.21 
et seq.) governs the activities and 
investments in the United States of 
foreign banking organizations. Section 
211.23(h)(1) of Regulation K requires that 
any foreign banking organization must 
inform the Board quarterly of any new 
investments made or activities 
commenced in the United States under 
the authority of Regulation K. Sections 
211.23(h) (2) and (3) of Regulation K 
allow a foreign banking organization, in 
certain situations, to omit from the 
reports information in the possession of 
other investors regarding a foreign 
nonbank company in which the foreign 
banking organization has an interest. 
These provisions essentially cover those 
situations where a foreign banking 
organization has a passive investment in 
a foreign nonbank company and may 
not have reasonably available to it 
information on the activities of the 
company.

In such a case, the organization must 
report to the Board such information as 
it can reasonably acquire, together with 
the sources thereof, and state either that 
unreasonable effort or expense would 
be involved in obtaining further 
information or that the company whose 
shares were acquired is not controlled 
by the organization. The organization

also must state the result of a request for 
the information. However § 211.23(h)(3) 
provides that such a request need not be 
made of any foreign government if, in 
the opinion of the organization, such 
request would be harmful to existing 
relationships.

It does not appear that the exception 
to the reporting requirement found in 
§ 211.23(h)(3) has been utilized by any 
foreign banking organization since its 
adoption by the Board in 1971. In light of 
the fact that the provision appears 
unnecessary and in order to prevent 
uncertainty as to the reporting 
obligations of foreign banking 
organizations, the Board has determined 
to delete this provision from the 
regulation. Foreign banking 
organizations will still be required under 
§ 211.23(h)(2) to report to the Board their 
efforts to obtain required information 
not in their possession.

Definition o f “Subsidiary." The Board 
has also amended § 211.23(a)(3) of 
Regulation K (12 CFR 211.23(a)(3)) to 
conform the definition of "subsidiary” to 
the statutory language in the Bank 
Holding Company Act. Section 211.23 
governs the U.S. nonbanking activities 
permitted to a foreign banking 
organization under the Bank Holding 
Company Act. The regulation currently 
defines “subsidiary" as an organization 
"more than 25 percent of the voting 
stock of which is held * * * by a foreign 
banking organization.” The amendment 
to the regulation makes clear that a 
"subsidiary” is any organization 25 
percent or more of the voting shares of 
which is held by the foreign banking 
organization.

Pursuant to section 605(b) of the 
Regulatory Flexibility Act (Pub. L. 96
354; 5 U.S.C. 601 et seq.), the Board of 
Governors of the Federal Reserve 
System certifies that the amendments 
adopted will not have significant 
economic impact on a substantial 
number of small entities that will be 
subject to the regulation.

The provisions of 5 U.S.C. 553 relating 
to notice, public participation, and 
deferred effective date are not followed 
in connection with the adoption of these 
amendments because the changes 
involved are procedural in nature and 
do not constitute substantive rules 
subject to the requirement of that 
section.

List of Subjects in 12 CFR Part 211

Banks, banking, Federal Reserve 
System, Foreign banking, Investments, 
Reporting and recordkeeping 
requirements.

For the reasons set out in the 
preamble and pursuant to its authority 
under section 25(a) of the Federal

Reserve Act (12 U.S.C. 611 et seq.) and 
under the Bank Holding Company Act 
(12 U.S.C. 1841 et seq.), the Board 
amends 12 CFR Part 211 as follows:

PART 211—[AMENDED]

1. By revising § 211.4(c)(1) to read as 
follows:

§ 211.4 E dge  an d  A greem ent 
Corpora tions.
* * * * *

(c) Branches. (1) An Edge Corporation 
may establish branches in the United 
States 45 days after the Edge 
Corporation has given notice to its 
Reserve Bank, which is to include a 
copy of the notice of the proposal 
published in a newspaper of general 
circulation in the communities to be 
served by the branch, unless the Edge 
Corporation is notified to the contrary 
within that time. The newspaper notice 
shall be placed in the classified 
advertising legal notices section of the 
newspaper and may appear no more 
than 90 calendar days prior to 
submission of notice of the proposal to 
the Reserve Bank. The newspaper notice 
must provide an opportunity for the 
public to give written comment on the 
proposal to the appropriate Federal 
Reserve Bank for at least 30 days after 
the date of publication. The factors 
considered in acting upon a proposal to 
establish a branch are those enumerated 
in § 211.4(a)(1).
* * * * *

2. By revising the first sentence of 
§ 211.5(c)(2) to read as follows:

$ 211.5 Investm en ts  In o th e r  
o rganizations.
* * * * *

(c )  * *  *

(2) Prior Notification. An investment 
in a subsidiary or joint venture that does 
not qualify under the general consent 
procedure may be made after the 
investor has given 45 days’ prior written 
notice to the Board if the total amount to 
be invested does not exceed 10 percent 
of the investor’s capital and surplus.
*  *  *

* * * * *

§211.23 [Am ended]

3. Section 211.23 is amended by 
removing paragraph (h)(3).

4. Section 211.23(a)(3) is revised to 
read as follows:

(a) * * *
(3) “Subsidiary” means any 

organization 25 percent or more of 
whose voting shares is directly or 
indirectly owned, controlled or held 
with power to vote by a foreign banking 
organization, or which is otherwise
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controlled or capable of being controlled 
by a foreign banking organization.
« • * * «

Board ef Governor* of the Federal Reserve 
System, November 8,1982.
William W. Wil«»,
Secretary ofthe Board.
[FR Doc S2-30MS F il'd  11-10-82; 8:45 am]
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