
FEDERAL RESERVE BANK
OF NEW YORK

CCircular No. 8 6 8 3 * 1  
November 19, 1979 J

SUPERVISION OF FOREIGN BANKING ORGANIZATIONS 
AND EDGE CORPORATIONS BY FEDERAL RESERVE BANKS

Amendments to Regulation Y ; Rules of Procedure; Rules Regarding Delegation of Authority

To All Member Banks and Bank Holding Companies, 
and Others Concerned, in the Second Federal Reserve District:

The B o ard  of G overnors o f the Fed eral R eserve System  has amended its R egulation  Y , “ B ank 
H olding Com panies and Change in B an k  C ontrol,”  its “ R ules o f Procedure,”  and its “ Rules R e
g ard in g  D elegation o f A uthority”  in order to centralize the supervisory responsibilities o f Federal 
R eserve B an ks over the operations o f E d ge  C orporations and foreign  banking organizations. In 
subm itting the am endm ents fo r publication in the Federal Register, the B o ard  o f G overnors issued 
the follow ing notice:

FEDERAL RESERVE SYSTEM
12 C FR  PA R T 225—B A N K  H O LD IN G  C O M PA N IES AND CH A N GE IN  B A N K  CO N TRO L 

12 C FR  PA R T  262—R U L E S  O F PR O C ED U R E 

12 C FR  PA R T  265—R U L E S  R EG A R D IN G  D E LE G A T IO N  O F A U T H O R IT Y

Supervision of Foreign Banking Organizations and Edge Corporations 
by Federal Reserve Banks 

[Docket No. R-0255]

A G E N C Y : Board of Governors of the Federal 
Reserve System.

A C T IO N : Final rule.

SU M M A R Y : The Board has amended its regu
lations to assign responsibility for receiving ap
plications and reports from a foreign bank that 
does not have a subsidiary bank in the United 
States to the Federal Reserve Bank of the dis
trict in which banking assets of the foreign 
bank are the largest. In addition, the Board has 
amended its regulations to transfer primary re
sponsibility for the supervision, examination, 
and processing of applications of an Edge Cor
poration from the Reserve Bank of the district 
in which such Corporation is located to the Re
serve Bank responsible for supervising the Cor
poration’s parent holding company or bank. The 
amendments are being adopted in order to 
centralize in one Reserve Bank the responsibility 
for supervising the operations of banking or
ganizations headquartered in its district.

D A T E : Effective October 24, 1979.

FO R  F U R T H E R  IN FO R M A T IO N  CON
T A C T : C. Keefe Hurley, Senior Counsel (202- 
452-3269), or Michael L. Kadish, Attorney 
(202-452-3428), Legal Division, Board of Gov
ernors of the Federal Reserve System.

S U P P L E M E N T A R Y  IN FO R M A T IO N : 
Section 25(a) of the Federal Reserve Act (12 
U.S.C. §§611-631) provides for the organiza
tion of corporations for the purpose of engaging 
in international or foreign banking and financial 
operations ( “ Edge Corporations” ), subject to 
such rules and regulations as the Board may 
prescribe. In accordance with the Board’s Reg
ulation K, the Board’s Rules of Procedure, and 
the Board’s Rules Regarding Delegation of Au
thority, each Edge Corporation is required to 
submit reports to and subject itself to examina
tions by the Reserve Bank of the district in 
which the Edge Corporation is located. On June 
14, 1979, the Board revised Regulation K, 12 
C.F.R. 211, affording Edge Corporations wider
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banking and investment powers. There has been 
significant growth in the number and size of 
Edge Corporations, most of which are wholly 
owned subsidiaries of United States banks or 
bank holding companies. Because of the close 
relationship between Edge Corporations and 
their parent institutions, the Reserve Bank re
sponsible for supervision of the parent organi
zations should also have responsibility for super
vising their subsidiary Edge Corporations. The 
Board has revised its procedures so that the Re
serve Bank of the district where an Edge Cor
poration’s parent holding company or bank is 
located will be responsible for all of the organi
zation’s out-of-district facilities.

A foreign bank that operates one or more 
branches, agencies, or commercial lending com

panies in the United States is subject to certain 
provisions of the Bank Holding Company Act 
(12 U.S.C. § 1841 et seq.) and to other super
visory and regulatory requirements as a result 
of the International Banking Act of 1978. The 
Board has assigned responsibility for receiving 
applications and reports from such an institu
tion to the Reserve Bank in whose district the 
foreign bank’s banking assets are largest.

As rules of agency procedure and practice, 
the notice and public participation provisions of 
5 U.S.C. § 553 with regard to the Board’s ac
tion are not applicable. This action is taken pur
suant to the Board’s authority under sections 11 
and 25(a) of the Federal Reserve Act (12 
U.S.C. §§ 248, 615), and section 5 of the Bank 
Holding Company Act (12 U.S.C. § 1844).

Enclosed are copies o f the amendm ents to R egulation  Y  and to the B o ard ’s R ules o f Procedure. 
( fn  addition to the current amendment, the enclosed slip sheet fo r the R ules o f Procedure incorpo
rates all o f the previous am endm ents to these R u le s). The amendm ent to the B o ard ’s R ules R e
gard in g  D elegation o f A uthority  is being incorporated by the B o ard  into a  revision o f that pam 
phlet, which will be sent to you as soon as it is available.

Any questions regard in g  these am endm ents m ay be directed to our D om estic B an k in g A ppli
cations D epartm ent (T e l. No. 212-791-5861).

T h o m a s  M . T i m l e n ,
First Vice President.
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AM EN D M EN TS

BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

RULES OF PROCEDURE

1. Section 262.3(g)(4) is amended by deleting 
the words. “Each such Order is published in the 
Federal Register.”

2. Effective November 6, 1978, section 262.3 
is amended by adding a new subsection (b) to read 
as follows:

SECTION 262.3 — APPLICATIONS 
* * * * *

(b) Notice of applications. (1) In the case of 
applications,

(i) for membership in the Federal Reserve 
System where such membership would confer 
Federal deposit insurance on a bank,

(ii) by a State member bank for the establish
ment of a domestic branch or other facility 
that would be authorized to receive deposits,

(iii) by a State member bank for the reloca
tion of a domestic branch office.

(iv) for merger, consolidation, or acquisition 
of assets or assumption of liabilities, if the 
acquiring, assuming, or resulting bank is to be 
a State member bank,

(v) to become a bank holding company, and
(vi) by a bank holding company to acquire 

ownership or control of shares or assets of a 
bank, or to merge or consolidate with any other 
bank holding company,

the applicant shall, prior to filing such application, 
cause to be published on the same day of each of 
two consecutive weeks a notice containing the 
name of the applicant or applicants, the subject 
matter of the application, the location at which 
the applicant proposes to engage in business, and 
an invitation to the public to give written comment 
upon the application to the appropriate Federal 
Reserve Bank no later than thirty days after the 
date of publication of the first notice. Such notice 
shall be published in a newspaper of general cir
culation in (A) the community in which the head 
office of the bank is or is to be located in the case 
of an application for membership that would con

fer deposit insurance, (B) the community or com
munities in which the head office of the bank and 
the proposed branch or other facility (other than 
an electronic funds transfer facility) are located in 
the case of an application for the establishment 
of a domestic branch or other facility that would 
be authorized to receive deposits, (C) the commu
nity or communities in which the head office of 
the bank, the office to be closed, and the office 
to be opened are located in the case of an applica
tion for the relocation of a domestic branch office.
(D) the community or communities in which the 
head office of each of the banks to be party to the 
merger, consolidation, or acquisition of assets or 
assumption of liabilities are located in the case of 
an application by a bank for merger, consolida
tion, or acquistion of assets or assumption of 
liabilities, or (E) the community or communities 
in which the head offices of the largest subsidiary 
bank, if any, of an applicant and of each bank, 
shares of which are to be directly or indirectly 
acquired, are located in the case of applications 
under section 3 of the Bank Holding Company 
Act.

(2) In addition to the foregoing notice, an ap
plicant, in the case of an application to relocate a 
domestic branch office or other facility that would 
be authorized to receive deposits, shall post in a 
conspicuous public place in the lobby of the office 
to be closed a notice containing the information 
specified in section 262.3(b)(1). Such notice 
should be posted on the date of the first notice 
required by section 262.3(b)(1).

* * * * *
3. Effective October 19. 1978, section 262.3 is 

amended by adding a new subsection 262.3 (d) to 
read as follows:

SECTION 262.3 — APPLICATIONS 
* * * * *

(d) Submission of comments and requests for 
hearing. The Board will consider a comment or 
request for hearing with respect to an applica-

F o r th is  R e g u la tio n  to  be c o m p le te  re ta in :

1) R e g u la tio n  p a m p h le t da ted  M a rc h  1976.

2) T h is  s lip  sheet.

OCTOBER 1979
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tion only if it is in writing and is sent to the 
Secretary of the Board or the appropriate Fed
eral Reserve Bank on or before the date pre
scribed in the Federal Register notice with re
spect to applications filed under sections 3 
or 4 of the Bank Holding Company Act or. in 
the case of other applications, the date specified 
in the newspaper notice with respect to such 
applications, or where no such date is prescribed, 
on or before the thirtieth day after the date such 
notice is first published. Similarly, the Board will 
consider comments on an application from the 
Attorney General or a banking supervisory 
authority to which notification of receipt of an 
application has been given, only if such comment 
is received by the Secretary of the Board within 
thirty days of the date of the letter giving such 
notification. Any comment on an application that 
requests a hearing must include a statement of 
why a written presentation would not suffice in 
lieu of a hearing, identifying specifically any 
questions of fact that are in dispute and summa
rizing the evidence that would be presented at a 
hearing. In every case where a timely comment or 
request for hearing is received as provided 
herein, a copy of such comment or request shall 
be forwarded promptly to the applicant for its re
sponse. The Board will consider the applicant’s 
response only if it is in writing and sent to the 
Secretary of the Board on or before the tenth day 
after the date of the letter by which it is for
warded to the applicant. At the same time it 
transmits its response to the Board, the applicant 
should transmit a copy of its response to the per
son or supervisory authority making such com
ment or requesting a hearing. Notwithstanding 
the foregoing, the Board may, in its sole discre
tion and without notifying the parties, take into 
consideration the substance of comments with re
spect to an application, (but not requests for hear
ing) that are not received within the time periods 
provided herein.

* * * * *

4 . Effective October 19, 1978, section 262.3 
is amended by adding a new subsection 262.3 (i) 
to read as follows:

SECTION 262.3 — APPLICATIONS
♦  * * * *

(i) Reconsideration of certain Board actions.
The Board may reconsider any action taken by it 
on an application upon receipt by the Secretary of 
the Board of a written request for reconsidera
tion from any party to such application, on or 
before the fifteenth day after the effective date of 
the Board’s action. Such request should specify 
the reasons why the Board should reconsider its 
action, and present relevant facts that, for good

cause shown, were not previously presented to 
the Board. Within ten days of receipt of such a 
request, the General Counsel, acting pursuant to 
delegated authority (12 C.F R. 265.2 (b) (7)). 
shall determine whether or not the request for 
reconsideration should be granted, and shall notify 
all parties to the application orally by telephone of 
this determination within ten days. Such notifica
tion will be confirmed promptly in writing. In the 
exercise of this authority, the General Counsel 
shall confer with the Directors of other interested 
Divisions of the Board or their designees. Not
withstanding the foregoing, the Board may, on its 
own motion if it deems reconsideration appropri
ate, elect to reconsider its action with respect to 
any application, and the parties to such applica
tion shall be notified by the Secretary of the 
Board of its election as provided above. If it is 
determined that the Board should reconsider its 
action with respect to an application, such action 
will be stayed and will not be final until the 
Board has acted on the application upon reconsid
eration. If appropriate, notice of reconsideration 
of an application will be published promptly in 
the Federal Register.

* * * * *
As an incident to these amendments, para

graph 262.3(g)(5) is withdrawn. Subsections (b),
(c), (d), (e). (f). (g), and (h) are redesignated (c),
(e), (f), (g), (h), (j), and (k).

5. Effective October 24. 1979. section 262.3 is 
amended by deleting subparagraph (k)(5) and revis
ing subparagraph (c) to read as follows:

SECTION 262.3 — APPLICATIONS
* * * * *

(c) Filing of applications. Any application 
should be sent to the Federal Reserve Bank of the 
district in which the head office of the parent bank
ing organization is located, except as otherwise spe
cified on application forms, and that Bank will lor- 
ward it to the Board when appropriate: however, in 
the case of a foreign bank holding company, as de
fined in section 225.4(g) of this chapter, applica
tions shall be sent to the Federal Reserve Bank of 
the district in which the operations of the organiza
tion's subsidiary banks are principally conducted. 
In the case of a foreign banking organization that is 
not a bank holding company but that has one or 
more branches, agencies, or commercial lending 
companies in any State of the United States or the 
District of Columbia, applications shall be sent to 
the Federal Reserve Bank of the district in which 
the organization's banking assets are the largest. 
Applications of a member bank subsidiary, how
ever. should be filed with the Reserve Bank of the 
district in which the member bank is located.
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Board of Governors of the Federal Reserve System

BANK HOLDING COMPANIES AND CHANGE IN BANK CONTROL

A M E N D M E N T S  T O  R E G U L A T IO N  Y

(effective October 24 , 19 79 )

Sections 225.1(c) and 2 2 5 .4 (g)(3 ) are 
amended to read as follows:

SE C T IO N  225.1—A U T H O R IT Y , SCO PE, 
AND D E F IN IT IO N S

*  *
(c) Federal Reserve Bank. The term “ Fed

eral Reserve Bank” as used in this Part with 
respect to action by, on behalf of, or directed to 
be taken by a bank holding company or other 
organization shall mean either the Federal Re
serve Bank of the Federal Reserve district in 
which the operations of the bank holding com
pany or other organization are principally con
ducted, as measured by total deposits held or 
controlled by it in subsidiary banks on the date 
on which it became, or is to become, a bank 
holding company, or such Reserve Bank as the 
Board may designate. In the case of a foreign 
banking organization that is not a bank holding 
company but which has one or more branches, 
agencies, or commercial lending companies lo
cated in any State of the United States or the 
District of Columbia, “ Federal Reserve Bank” 
shall mean, unless otherwise determined by the 
Board, the Reserve Bank of the district in which 
its banking assets are the largest as of the later

of January 1, 1980, or the date that it establishes 
its first branch, agency, or commercial lending 
company. With respect to notices filed and other 
actions taken under the Control Act, the term 
refers to the Federal Reserve Bank for the in
stitution to be acquired, as determined by the 
preceding sentence in the case of bank holding 
companies and by section 9 of the Federal Re
serve Act in the case of State member banks.

*  *  *

SE C T IO N  225.4— N O N BA N K IN G  
A C T IV IT IE S

*  *  *

(g ) Foreign bank holding companies.
*  *  *

(3) A foreign bank holding company that is 
of the opinion that other activities or irivest- 
ments may, in particular circumstances, meet 
the conditions for an exemption under section 
4 (c ) (9) of the Act may apply to the Board for 
such determination by submitting to its Reserve 
Bank a letter setting forth the basis for that 
opinion.

*  *  *

For this Regulation to be complete, retain :
1) Regulation Y pamphlet, as amended effective April 5, 1978.
2) Amendments effective January 1, 1979, March 10, 1979, April 2, 1979 

and December 5, 1979.
3) This slip sheet.
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