
FEDERAL RESERVE BANK
OF NEW YORK

December 19, 1967

SECURITIES OF MEMBER STATE BANKS 

Amendments to Regulation F

To State Member Banks in the Second 
Federal Reserve District:

The following statement was recently made public by the Board of Governors of the 
Federal Reserve System:

The Board of Governors of the Federal Reserve System announced the adoption of amendments 
to its Regulation F, “ Securities of Member State Banks,”  to add (a) a definition of “ beneficial owner­
ship”  and (b) a provision relating to inclusion of minority stockholder proposals in a bank’s proxy 
soliciting material. The amendments, previously published for comment on October 2, 1967, were 
adopted without change and become effective December 31, 1967.

Beneficial Ownership
The principal effect of the definition of beneficial ownership is to require the reporting of shares 

owned by the spouse (except where legally separated) and minor children of every director, officer 
and principal stockholder. Shares owned by any relative who lives in the same home are also required 
to be reported.

The definition does not specify the only situations where ownership of shares held in the name of 
others should be reported. For example, certain trust interests should be reported (see section 206.6(d) 
of Regulation F ), as should shares owned by a partnership or corporation in which the person report­
ing has a substantial interest. In addition, a person is regarded as the beneficial owner of securities 
held in the name of another person, if there exists a contract, understanding, relationship, or other 
arrangement that gives him benefits or powers substantially equivalent to those of ownership.

Also, the definition is not intended to create a legal presumption for other purposes that the per­
son reporting is, in fact, the beneficial owner of securities held by other persons; for example, with 
respect to tax consequences or forfeiture of short-swing trading profits under section 16(b) of the 
Securities Exchange Act. The person reporting is privileged by section 206.6(c) of Regulation F to 
disclaim beneficial ownership of such securities in ownership reports filed under section 16(a) of the 
Act, and the bank also may include such a disclaimer in its registration statement, proxy statements, 
and other reports. A final determination of the existence of beneficial ownership can be made, of 
course, only by a court of appropriate jurisdiction in the light of the facts of the particular case.

In addition, adoption of the new definition does not impose any additional duties or liabilities 
with respect to reporting of transactions or holdings prior to its effective date. Although documents 
filed prior to January 1, 1968, are not required to be amended, all ownership reports, proxy solicita­
tion material, registration statements, and other reports filed after that date should reflect beneficial 
ownership, as newly defined. If the most recent ownership report that was filed by an officer, director 
or principal stockholder pursuant to section 16(a) of the Securities Exchange Act does not reflect 
current beneficial ownership, as newly defined, then a report on Form F-8, “ Statement of Changes in 
Beneficial Ownership of Securities,”  should be filed by January 10, 1968. evpn though no transactions
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occurred during the previous month. [In this connection, it is suggested that, in reporting indirect 
ownership that has not previously been reported, an explanation be provided on Form F-8 under the 

Remarks ’ ’ section in language substantially as follows: ‘ ‘ This report is being filed to reflect beneficial 
ownership as defined in section 206.2 (ff) of Regulation F .”  No information need, of course, be fur­
nished under inapplicable columns of the form.]

Minority Stockholder Proposals

In the light of experience gained since Regulation F was adopted in 1964, the Board of Governors 
believes that it is in the public interest to adopt requirements relating to management presentation of 
stockholder proposals in a bank’s proxy soliciting material.

The amendment requires the inclusion of stockholder proposals relating to matters, other than 
elections to office, if submitted to management within the time period specified. However, specified 
types of stockholder proposals are not required to be included. In addition, in order to avoid unwar­
ranted annual repetition of proposals, a bank can omit a stockholder’s proposal for a three-year period 
if substantially the same proposal had been considered at previous stockholders’ meetings and received 
less than a specified percentage of the votes cast.

The Board believes that the new provisions will promote corporate democracy and, at the same 
time, protect bank management in its relationships with minority stockholders.

Notice that these amendments were being proposed was published in the Federal Register 
of October 7, 1967, and was sent to you in our letter dated October 10, 1967. 

Enclosed is a copy of the amendments; additional copies will be furnished upon request.

A l f r e d  H a y e s ,

President.
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SECURITIES OF MEMBER STATE BANKS

AMENDMENTS TO REGULATION F 

Issued by the Board of G overnors of the Federal R eserve System  

Effective Decem ber 31, 1967, Regulation F is amended as follow s:

1. The following paragraph is added to section 
206.2:

SECTION 206.2— D EFIN IT IO N S 

* * * * *
(ff) The terms “beneficial ownership”, “benefi­

cially owned” , and the like, when used with re­
spect to the reporting o f  ownership o f  the bank’s 
equity securities in any statement or report re­
quired by this Regulation, shall include, in addi­
tion to direct and indirect beneficial ownership by 
the reporting person, ownership o f  such securities
(1) by the spouse (except where legally separated) 
and minor children o f  such reporting person, and
(2) by any other relative o f  the reporting person 
who has the same home as such person.

2. Section 206.5 is amended by (1) revising sub- 
paragraphs (d)(1) and (3) to read as set forth be­
low  and (2) adding paragraph (k) as set forth 
below:

SECTIO N  206.5— PRO XIES, P R O X Y  
ST A TE M E N TS, A N D  STA TE M E N TS 

W H E R E  M A N A G E M E N T  DOES N O T 
SO LICIT PRO XIES

(d) Requirements as to proxy. (1) The form  o f 
proxy (A ) shall indicate in bold-face type whether 
or not the proxy is solicited on behalf o f  the man­
agement o f  the bank, (B ) shall provide a specifi­
cally designated blank space for  dating the proxy, 
and (C ) shall identify clearly and impartially each 
matter or group o f  related matters intended to be 
acted upon, whether proposed by the management 
or by security holders. N o reference need be 
made, however, to proposals as to which discre­
tionary authority is conferred pursuant to sub- 
paragraph (3 )  o f  this paragraph.

* * * * *

(3 )  A  proxy may confer discretionary author­
ity with respect to other matters that may com e 
before the meeting, if (A )  the persons on whose

behalf the solicitation is made are not aware a 
reasonable time prior to the time the solicitation 
is made that any such other matters are to be 
presented for  action at the meeting and (B ) a spe­
cific statement to that effect, except with respect 
to proposals omitted pursuant to section 206.5 (k ) 
for  which discretionary authority may also be con ­
ferred, is made in the proxy statement or form  o f 
proxy.

si« si« sfc

(k) Proposals of security holders. (1) If any
security holder entitled to vote at a meeting o f 
security holders o f  the bank shall submit to the 
management o f  the bank, within the time herein­
after specified, a proposal which is accom panied 
by notice o f  his intention to present the proposal 
for action at the meeting, the management shall 
set forth the proposal in its proxy statement and 
shall identify it in its form  o f  proxy and provide 
means by which security holders can approve or 
disapprove the proposal. The management o f  the 
bank shall not be required by this section to in­
clude the proposal in its proxy statement for an 
annual meeting unless the proposal is submitted 
to management not less than 60 days in advance 
o f  a day corresponding to the first date on which 
the management’s Statement was released to secu­
rity holders in connection with the preceding an­
nual meeting o f  security holders. A  proposal to 
be presented at any other meeting shall be sub­
mitted to the management o f  the bank a reason­
able time before the solicitation is made. This 
paragraph (k ) shall not apply, however, to elec­
tions to office.

(2) If the management opposes the proposal, it 
shall also, at the written request o f  the security 
holder, include in the proxy statement ( i)  the 
name and address o f the security holder, or a 
statement that such name and address will be fur­
nished upon request, and (ii)  a statement o f  the 
security holder (which shall not include such 
name and address) o f  not more than 100 words 
in support o f  the proposal. The statement and re­
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quest o f  the security holder shall be furnished to 
the management at the same time that the pro­
posal is furnished. Neither the management nor 
the bank shall be responsible for  such statement.

(3 )  Notwithstanding subparagraphs (1 )  and 
(2 )  o f  this paragraph, the management may omit 
a proposal and any statement in support thereof 
from  its proxy statement and form  o f  proxy under 
any o f the follow ing circumstances:

( i )  if the proposal is impossible to accomplish 
or, under applicable law, is not a proper subject 
for action by security holders; or

(ii)  if the proposal consists o f  a recom m enda­
tion or request that the management take action 
with respect to a matter relating to the conduct o f  
the ordinary business operations o f  the bank; or

(iii) if it appears that the proposal is submitted 
by the security holder principally for  the purpose 
o f  enforcing a personal claim or redressing a per­
sonal grievance against the bank or its manage­
ment, or principally for  the purpose o f  promoting 
general econom ic, political, racial, religious, so­
cial, or similar causes; or

(iv ) if the management has at the security 
holder’s request included a proposal in its proxy 
statement and form  o f  proxy relating to either o f  
the two preceding annual meetings o f  security 
holders or any special meeting held subsequent to 
the earlier o f  such two annual meetings, and such 
security holder has failed without good cause to 
present the proposal, in person or by proxy, for 
action at the meeting; or

(v )  if substantially the same proposal has pre­
viously been submitted to security holders in the 
management’s proxy statement and form  o f  proxy 
relating to any meeting o f  security holders held 
within the preceding five calendar years, it may 
be omitted from  the proxy statement relating to 
any meeting o f security holders held within the 
three calendar years after the latest such previous 
submission, provided that (a )  if the proposal was

submitted at only one meeting during such pre­
ceding period, it received less than 5 per cent o f  
the total number o f  votes cast in regard thereto, 
or ( b ) if the proposal was submitted at only two 
meetings during such preceding period, it received 
at the time o f its second submission less than 10 
per cent o f  the total number o f votes cast in re­
gard thereto, or ( c )  if the proposal was submitted 
at three or more meetings during such period, it 
received at the time o f  its latest submission less 
than 20 per cent o f  the total number o f  votes cast 
in regard thereto; or

(v i) if, prior to the receipt o f  such proposal, 
substantially the same proposal has been received 
by the management from  another security holder 
and is to be included in the bank’s proxy solicit­
ing material.

(4 )  W henever the management asserts that a 
proposal and any statement in support thereof may 
properly be omitted from  the proxy statement and 
form  o f proxy, it shall file with the Board, not 
later than 20 days prior to the date the prelimi­
nary copies o f  the proxy statement and form  o f 
proxy are filed pursuant to section 2 0 6 .5 ( f ) (1 )  or 
such shorter period prior to such date as the 
Board may permit, a copy o f  the proposal and any 
statement in support thereof as received from  the 
security holder, together with a statement o f  the 
reasons why the management deems such om is­
sion to be proper in the particular case, and, 
where such reasons are based on matters o f  law, 
a supporting opinion o f counsel. The management 
shall at the same time, if it has not already done 
so, notify the security holder submitting the pro­
posal o f  its intention to omit the proposal from  
its proxy statement and shall forward to him a 
copy o f  the statement o f  the reasons why the 
management deems the omission o f  the proposal 
to be proper and a copy o f  such supporting opin­
ion o f  counsel.
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