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December 8 , 1980

AMENDMENT TO REGULATION Y 
Real Estate Advisory and Appraisal Services by Bank Holding Companies

To A ll Bank Holding Companies, and Others Concerned, 
in the Second Federal Reserve District:

The Board o f Governors o f the Federal Reserve System has issued an amendment, effective 
December 31, 1980, to its Regulation Y, “ Bank Holding Companies and Change in Bank Control,”  in 
order to add the performance o f real estate appraisal services to the list o f  activities permissible for 
bank holding companies.

The following is quoted from the text o f  the Board’s statement announcing the amendment:

T he B oard  con firm ed , in connection  w ith an  ap p lica tio n  by F irst C h icago  C o rp o ra tio n , C h icago , 
Illinois, th a t it regards tw o fu rth e r activities as falling w ith in  the scope o f  n o nb ank ing  activities a lready  
ap p ro ved  fo r ban k  ho ld ing com panies. These are  “ advising S ta te  an d  local governm ents ab o u t m ethods 
availab le  to  finance real estate  developm ent p ro je c ts ,”  and  “ evalua tion  o f  p ro jec ted  incom e to  determ ine 
fo r S ta te  and  local governm ents w hether deb t resu lting  from  prop osed  developm ent p ro jects  can  be 
adeq uate ly  serv iced .”

T he B oard  con curren tly  app ro v ed  the ap p lica tio n  o f  F irst C h icago  C o rp o ra tio n  to  re ta in  the shares o f 
its subsid iary , Real E sta te  R esearch C o rp o ra tio n , sub ject to  p rov isions o f  the B o a rd ’s o rder o f  Ju n e  26, 
1980, requ iring  Real E sta te  R esearch C o rp o ra tio n  to  cease by D ecem ber 31, 1980, engaging in six o f  13 
activities listed in the [ B o a r d ’s] O rder.

Enclosed is a copy o f the text o f  the amendment to Regulation Y.

In connection with the amendment to Regulation Y, the Board also issued an Order approving an 
application by First Chicago Corporation to retain its subsidiary, Real Estate Research Corporation, 
the text o f  which is enclosed for bank holding companies. The Order, which is published in the notice 
section (p. 79909) o f the December 2, 1980 issue o f the Federal Register, will be furnished to others 
upon request directed to the Circulars Division o f this Bank.

Questions regarding this matter may be directed to our Domestic Banking Applications Depart
ment (Tel. No. 212-791-5861).

A n t h o n y  M. So l o m o n ,
President.
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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  T O  R E G U L A T IO N  Y

(effective December 31, 1980)

Proposal to Permit Bank Holding Companies 
to Engage in Real Estate Advisory Services and 

Real Estate Appraisal Services

AGENCY: B o ard  o f  G overno rs o f  the F ederal 
R eserve system .

ACTION: F inal rule.

SUMMARY: T he B oard  has ad o p ted  a final 
ru le  th a t add s the  pe rfo rm an ce  o f  app ra isa ls  o f  
real esta te  to  th e  list o f  those  activities perm issi
ble fo r b an k  ho ld ing  com panies. T he B oard  
m od ified  the  p rop osed  ru le  by including a p 
pra isa ls  o f  single-fam ily residences in the  final 
ru le  an d  invited public  com m en t on  this 
m od ifica tio n .

T he  B o ard  a lso  determ ined  th a t the  activities 
o f  “ advising S ta te  and  local governm ents ab o u t 
m eth ods availab le  to  finance real estate  
developm ent p ro je c ts ,’’ and  “ evaluating  p ro 
jec ted  incom e to  determ ine fo r S tate  an d  local 
governm ents w hether deb t resu lting  from  p ro 
posed  developm ent p ro jec ts  can  be adeq uate ly  
se rv iced ,”  a re  au th o rized  by the prov ision  o f  
R egula tion  Y (12 C .F .R . §225.4(a)(5)(v)) th a t 
perm its ban k  ho ld ing com panies to  prov ide 
financia l advice to  S tate  and  local governm ents.

EFFECTIVE DATE: D ecem ber 31, 1980. 
C o m m en ts  will be accep ted  on  the  m o d ifica tion  
m ade  to  the  p ro p o sa l un til J a n u a ry  15, 1981.

ADDRESS: C o m m en ts, w hich should  refer to  
D ocket N o . R-0310, m ay be m ailed  to  
T h eo d o re  E . A llison, S ecretary , B oard  o f  
G overno rs o f  the  F ederal R eserve System , 20th 
S tre e t a n d  C o n s ti tu t io n  A v en u e , N .W ., 
W ash in g to n , D .C . 20551, o r delivered to  R oom  
B-2223 betw een 8:45 a .m . and  5:15 p .m . C o m 

m ents received m ay be inspected  a t R oom  
B-1122 betw een  8:45 a .m . an d  5:15 p .m ., ex
cep t as p rov id ed  in section  261.6(a) o f  the 
B o a rd ’s R ules R egard ing  A vailab ility  o f  In fo r 
m a tio n  (12 C .F .R . §261.6(a)).

FOR FURTHER INFORMATION CON
TACT: M ichael E . Bleier, S en ior C ounsel 
(202-452-3721), o r M ichael L. K ad ish , A tto rn e y  
(202-452-3428), Legal D ivision , B o ard  o f  
G o verno rs  o f  the  F ederal Reserve System .

SUPPLEMENTAL INFORMATION: In  co n 
ju n c tio n  w ith  an  app lica tio n  by F irst C h icago  
C o rp o ra tio n , C h icago , Illinois, th e  B o ard  in 
Ju n e  1980, published  no tice o f  a  p rop osed  
am en d m en t to  its R egu la tion  Y th a t w ould  add  
the  p e rfo rm an ce  o f  app ra isa ls  o f  real esta te  
o th e r th a n  single-fam ily  residences to  th e  list o f  
activ ities perm issib le fo r b an k  ho ld ing  com 
pan ies an d  th e ir n o n b an k  subsid iaries. 45 Fed. 
Reg. 44963 (1980). In  the  pub lished  no tice , the 
B o ard  a lso  requested  com m ents as to  w hether 
th e  activities o f  “ advising S ta te  an d  local 
g o v ern m en ts  a b o u t m e th o d s  av a ilab le  to  
finance  real esta te  developm ent p ro je c ts ,”  and  
“ evaluating  p ro jec ted  incom e to  de term ine  fo r 
S ta te  an d  local governm ents w hether deb t 
resu lting  from  p rop osed  developm ent p ro jec ts  
can  be adeq u a te ly  serv iced ,”  are  closely re la ted  
to  b an k ing .

In the  case o f  pe rfo rm ing  ap p ra isa ls  o f  real 
esta te  o th e r th a n  single-fam ily residences, the 
reco rd  reflec ted  th a t ban ks have p erfo rm ed  this 
service e ither in con nection  w ith  ex tensions o f  
cred it involving real esta te  lending o r as a 
d iscrete  ac tiv ity . In  ad d itio n , it app ears  th a t 
the  p ro p o sed  ap p ra isa l activ ity  calls u p o n  the 
necessary skills and  resources o ften  possessed 
by b an k ing  o rgan iza tion s. T he reco rd  ind icated

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, October 24, 1979, and December 5, 1979.
3) This slip sheet.
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th a t ban ks also  p e rfo rm  app ra isa ls  o f  single
fam ily  residences. O n  the  basis o f  th e  record , 
the  B o ard  de term ined  th a t the  activ ity  o f  p e r
fo rm ing  app ra isa ls  o f  real esta te , including 
single-fam ily residences, is closely re la ted  to  
ban k ing  and  th a t its p e rfo rm an ce  by  b an k  
ho ld ing  com panies is likely, in genera l, to  yield 
net benefits to  the  public . T he  B o ard  requests 
in terested  persons to  com m en t on  the  ru le  as 
m od ified .

T he B oard  also  determ in ed  th a t the  p ro p o sed  
real esta te  adv iso ry  services are  cu rren tly  
au th o rized  by section  225.4(a)(5)(v) o f  R egu la
tio n  Y (12 C .F .R . §225.4(a)(5)(v)), w hich p ro 
vides th a t a b an k  ho ld ing  com p any  m ay engage 
in the  n o n b an k in g  activity  o f  “ acting  as invest
m en t adviser to  the  ex ten t o f  . . . (v) p rov id ing  
financia l advice to  S ta te  and  local governm ents, 
such as w ith  respect to  the issuance o f  their 
secu ritie s .”

C erta in  com m ents received by the  B o ard  
no ted  th a t aspects o f  these adv iso ry  services 
m ay be w ith in  the  scope o f  the  activ ity  o f  
“ m anagem en t c o n su ltin g ,”  as defined  in fo o t
no te  tw o to  section  225.4(a)(5) o f  R egu la tion  Y 
(12 C .F .R . §225.4(a)(5)(n .2)). T he  B o ard  has 
prev iously  fou n d  th a t it is n o t perm issib le  fo r 
b an k  ho ld ing  com pan ies to  o ffe r  m anag em en t 
consu lting  services to  n o n a ffilia ted  com pan ies, 
w ith  th e  exception  o f  ban k s. T he  B o a rd ’s ac
tion  does n o t au th o rize  b an k  ho ld ing  com 
panies to  engage in such m anag em en t co n 
sulting  activities; how ever, the  B o ard  ind ica ted  
th a t in view o f  the  re la tionsh ip  th a t has tra d i

tion a lly  existed betw een ban k s an d  S ta te  and 
local governm ents, and  the net public  benefits 
th a t w ould  resu lt from  prov ision  o f  advice to  
these governm ents by ban k  ho ld ing  com panies, 
the  B oard  w ould  be m ore  flexible in d e te rm in 
ing th a t p a rticu la r services con stitu te  “ p ro 
viding financia l adv ice”  ra th e r  th an  “ m anag e
m ent con su ltin g ”  w hen the services are  p ro v id 
ed solely to  S ta te  an d  local governm ents ra th e r 
th a n  o th er n o n b an k  o rgan iza tions.

A  fuller d iscussion o f  the  B o a rd ’s co n sid era
tio n  o f  these activities is included in its O rder 
regard ing  the associa ted  app lica tio n  by F irst 
C h icago  C o rp o ra tio n  to  re ta in  its subsid iary , 
R eal E sta te  R esearch  C o rp o ra tio n , w hich has 
been published  in the  F e d e r a l  R e g i s t e r  fo r the 
in fo rm a tio n  o f  in terested  persons. This ac tion  
is tak en  p u rsu a n t to  the  B o a rd ’s a u th o rity  
u n der section  4(c)(8) and  5(b) o f  the  B ank 
H o ld ing  C o m p any  A ct, 12 U .S .C . §§ 1843(c)(8) 
an d  1844(b).

E ffe c tiv e  D ecem b er 31, 1980, sec tio n
225.4(a) o f  P a r t  225 o f  12 C F R  C h ap te r II is 
a m e n d e d  by  a d d in g  th e  fo llo w in g  new 
p a r a g r a p h  (1 4 ) im m e d ia te ly  fo l lo w in g  
§225.4 (a)(l 3):

S E C T IO N  225.4 
N O N B A N K IN G  A C T IV IT IE S

*  *  *

(a) *  *  *

(14) P e rfo rm in g  app ra isa ls  o f  real estate .
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