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BOARD OF GOVERNORS5 SEMIANNUAL AGENDA OF REGULATIONS 
APRIL 1, 1983 — OCTOBER 1, 1983

To the Addressee:

Printed below is the text of the Board of Governors’ Semiannual Regulatory Flexibility Agenda for the period 
April 1, 1983 through October 1, 1983, which has been reprinted from the Federal Register. The Agenda provides 
you with information on those regulatory matters that the Board now has under consideration or anticipates 
considering over the next six months, and is divided into three parts: (1) regulatory matters that have been proposed 
and that are under Board consideration; (2) major regulatory reviews in progress under the Board’s Regulatory 
Improvement Project and other regulatory matters the Board may consider during the next six months; and (3) 
regulatory matters from the Board’s previous Semiannual Agenda on which final action has been taken.

Comments regarding any of the Agenda items may be submitted directly to the Board of Governors or to the 
Regulations Division of this Bank at any time during the next six months.

FEDERAL RESERVE SYSTEM 

12 CFR Ch. II

Semoaminiyal Regulatory Flexibility 
Agenda
AGENCY: Board of Governors of the 
Federal Reserve System. 
a c t i o n : Semiannual Agenda.

SUMMARY: Pursuant to the Regulatory 
Flexibility Act, and the Board’s 
Statement of Policy Regarding Expanded 
Rulemaking Procedures, the Board 
anticipates having under consideration 
regulatory matters as indicated below 
during the period from April 1, 1983 
through October 1, 1983. The Board’s 
next Semiannual Agenda will be 
published in October 1983.
DATE: Comments may be received any 
time during the next six months. 
ADDRESS: Comments should be 
addressed to William W. Wiles, 
Secretary of the Board, Board of 
Governors of the Federal Reserve 
System, Washington, D.C 20551.
FOR FURTHER INFORMATBON CONTACT:
A staff contact for each item is indicated 
with the regulatory description below. 
SUPPLEMENTARY 8WFORMAT80N: The 
Board's Semiannual Agenda is divided 
into three sections: Section A reports on 
regulatory matters that have been 
proposed and that are under Board 
consideration: Section B reports on 
major regulatory reviews in progress 
under the Board’s Regulatory

Improvement Project and other 
regulatory matters the Board may 
consider for public comment during the 
next six months; and Section C reports 
those regulatory matters from the 
Board’s last Semiannual Agenda 
(October 1,1982 through April 1,1983) 
on which final action has been taken.

A double asterisk (**) in Sections A 
and B indicates those matters listed on 
the Board’s previous Semiannual 
Agenda: a dagger (t) indicates a 
proposal that is likely to have a 
significant economic impact on a 
substantial number of small entities (see 
Entries A.7 C.2 and C.8).
A. Regulatory Matters that have been 
Proposed and will Involve Further Board 
Consideration
1. R egu lation: D— R eserv e  R eq u irem en ts o f  
D ep o sito ry  In stitu tion s (12 CFR Part 204)

Action Taken: Under the Board's 
current Regulation D, a banker’s 
acceptance (“BA”) that does not meet 
the criteria of section 13 of the Federal 
Reserve Act (“ineligible BA”) is 
regarded as a reservable deposit only if 
it is created, discounted, and sold by the 
same depository institution. In order to 
avoid reserve requirements, some banks 
have recently entered into arrangements 
with brokers and other third parties that 
provided for the issuance of an ineligible 
BA by the bank and the subsequent 
discount and/or resale by a third party. 
To prevent the use of this device as a 
means of avoiding reserve requirements, 
the Board proposes to amend Regulation

A n t h o n y  M. S o l o m o n ,

President.

D such that the creation of an ineligible 
BA results in a reservable liability 
regardless of whether the depository 
institution that creates the BA 
subsequently discounts and/or sells it 
(48 FR 5750, February 8,1983). The 
Board believes that its proposed action 
would not add any reserve requirement 
burden to small depository institutions 
that have zero reserve requirements as a 
result of section 411 of the Garn-St 
Germain Depository Institutions Act of 
1982. In addition, small entities typically 
do not issue ineligible BAs. No new 
recordkeeping or reporting requirements 
will be Imposed as a result of this 
action.

The Board will review the public 
comments and is expected to take 
further action during the next six 
months.

Authority: Section 19(a) of the Federal 
Reserve Act, 12 U.S.C. 461(a).

Docket Number: R-0451.
Staff Contact: Gilbert T. Schwartz, 

Associate General Counsel, Legal 
Division, (202-452-3625).

**2. Regulation: D—Reserve Requirements of 
Depository Institutions and Regulation Q— 
Interest on Deposits (12 CFR Parts 204 and
217)

Action Taken: In August 1982, the 
Board requested public comment on a 
proposal to amend Regulations D and Q 
to reduce the minimum maturity of all 
time deposit to seven days (47 FR 38138, 
August 30,1982). At present, time 
deposits are defined as deposits or
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accounts with a minimum maturity or 
required notice period of 14 days. Small 
banks would likely benefit from this 
proposal because it will provide an 
additional tool for them to use in 
competing with larger institutions for 
short-term, large-denomination deposits.

The Board will review the public 
comments and is expected to take 
further action during the next six 
months.

Authority: Section 19(a) of the Federal 
Reserve Act, 12 U.S.C. 461(a).

Docket Number: R-G417.
Staff Contact: Gilbert T. Schwartz, 

Associate General Counsel. (202—152- 
3625); and Paul S. Pilecki, Senior 
Attorney, (202-452-3281), Legal Division.
°*3. R egu lation: D— R eserv e  R eq u irem en ts o f 
D e p o s ito r  In stitu tion s and  R egu la tion  Q —  
in terest o n  D ep o s its  (12 CFR Parts 204 and  
217)

Action Taken: In August 1982, the 
Board requested public comment on a 
proposal to amend Regulations D and Q 
to increase the maximum size limitation 
on business savings accounts at member 
banks to $250,000 (47.FR 38137, August 
30,1982). Currently, member banks are 
not permitted to accept savings deposits 
in excess of $150,000 per depositor from 
organizations operated for profit. The 
Board also invited comment on the 
possibility of eliminating this limitation 
completely. Small banks would benefit 
from either a liberalization or 
elimination of this limit because the 
change would allow these institutions to 
compete more effectively with thrift 
institutions, which currently are subject 
to no such limitation. Further, small 
businesses should be aided by the 
opportunity to place larger cash 
balances in interest-bearing accounts.

The Board will review the public 
comments and is expected to take 
further action during the next six 
months.

Authority: Section 19(a) of the Federal 
Reserve Act, 12 U.S.C. 461(a).

Docket Number: R-0420.
Staff Contacts: Gilbert T. Schwartz, 

Associate General Counsel, (202-452- 
3625); and Paul S. Pilecki, Senior 
Attorney, (202-452-3281), Legal Division.
4. R egu lation: E— E lectron ics F und T ransfers  
(12 CFR Part 205)

Action Taken: In February 1983, the 
Board published for comment proposed 
technical amendments to Regulation E 
to correct provisions that refer to 
Regulation Z (Truth in Lending) (48 FR 
4667, February 2,1983). These provisions 
describe the relationship between the 
rules governing electronic fund transfers 
and Regulation Z. The changes are 
necessary to reflect sections in 
Regulation Z that were redesignated 
when the Board revised Regulation Z

under the Truth in Lending 
Simplification and Reform Act of 1980. 
Because the proposal is solely technical 
in nature, the changes will not have any 
impact on any firms offering access 
devices.

The Board will review the comments 
and is expected to take final action 
within the next six months.

Authority: The Electronic Fund 
Transfer Act, 15 U.S.C. 1693b.

Docket Number: R-0449.
Staff Contact: John C. Wood, Senior 

Attorney, Division of Consumer and 
Community Affairs, (202-452-2412).
“ 5. R egu lation: G— S ecu r itie s  Credit by 
P erso n s O ther T han B an k s, Brokers, or 
D ea lers (12 CFR Part 207); R egu la tion  T—■ 
C redit by  B rokers an d  D ea lers  (12 CFR Part 
220); and  R egu lation  U — Credit by  B an k s for  
the P u rp ose o f  P urch asin g  or Carrying M argin  
S to c k s (12 CFR Part 221)

Action Taken: In February 1982, the 
Board issued for public comment a 
regulatory framework that could be used 
to establish margin requirements on 
futures contracts based on stock indexes 
{47 FR 8788, March 2,1982). This action 
was taken in connection with the 
Board’s review of an application by the 
Kansas City Board of Trade (KCBOT) to 
trade in stock market index futures 
contracts.

The Board noted actions taken by the 
KCBOT to increase its own initial 
margin requirements on these futures 
contracts and to narrow the definition of 
hedging for margin purposes. In view of 
this, the Board decided not to take 
immediate action of its own.

However, the Board indicated that 
formal margin requirements on stock 
index futures contracts may be 
appropriate later. The Board plans to 
monitor the development and operation 
of this market closely.

The Board therefore asked for 
comment both on specific issues related 
to establishment of margin requirements 
on stock index futures contract and 
related instruments and on a proposed 
framework for such regulation. It is not 
expected that the proposals would have 
a significant impact on a substantial 
number of small firms.

The Board will review the comments 
on the proposals and may take further 
action during the next six months.

Authority: Securities Exchange Act of 
1934,15 U.S.C. 78c, g and w.

Docket Number: R-0385.
Staff Contacts: Laura Homer, 

Securities Credit Officer; and Robert 
Lord, Attorney, Division of Banking 
Supervision and Regulation, (202-452- 
2781).

6. R egulation: G— S ecu r itie s  C redit by  
P erso n s O ther than  B an k s, B rok ers or D ea lers  
(12 CFR Part 207); an d  R egu la tion  U —  
S ecu rities  Credit b y  B a n k s (12 CFR Part 221)

Action Taken: In February 1983, the 
Board proposed for comment a complete 
revision of Regulations U and G, 
governing securities credit extended by 
banks or by lenders other than banks 
and broker-dealers (48 FR 8466, March 1,
1983).

The proposed revision of Regulations 
U and G, two of the Board’s four 
regulations concerning margin 
requirements, is part of the Board’s 
Regulatory Improvement Project in 
which the Board is reviewing and 
revising all its regulations to update 
them, simplify their language, eliminate 
obsolete or unneeded language or 
provisions and lighten the burden of 
compliance.

Proposed revisions to Regulation U 
encompass amendments adopted in 
January 1982, and in addition, would:

—Permit banks to lend on margin 
stock to Employee Stock Ownership 
Plans (ESOPsJ on a "good faith” basis;

—Eliminate a restriction on unsecured 
loans to lenders other than banks and 
broker-dealers, including collateral 
lenders, since Regulation G directly 
applies to their lenders; and

—Delete requirements for reports 
presently required of OTG market- 
makers, third market-makers and block 
positioners.

Proposed revisions to Regulation G 
also incorporate amendments made to 
the regulation in January 1982. In 
addition, the proposals would:

—Raise the registration threshold for 
G-lenders from $100,000 to $200,000 and 
eliminate the registration requirements 
for those who arrange but do not extend 
credit secured by margin securities;

—Allow G-lenders to extend 
unsecured credit to a broker or dealer; 
and

—Permit companies and their 
affiliates to finance employee purchases 
of company stock without a specific 
scheduled paydown of the loan or a 
three-year lockup of the stock, as is 
presently required.

The Board is also seeking specific 
public comment on whether Regulations 
U and G should be combined to form a 
new comprehensive regulation with 
various subchapters or whether the two 
regulations should be maintained 
separately in their simplified forms.

The changes proposed are not 
expected to have an adverse impact on 
a substantial number of small 
businesses. The Board will review the 
comments on the proposed revisions 
and is expected to take further action
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during the next six months.
Authority: Securities Exchange Act of 

1934, as amended 15 (J.S.C. 78c, g, h, and 
w .

Docket Numbers: R-0457 (Regulation 
G); R-0458 (Regulation U).

Staff Contacts: Laura HomeT,
Securities Credit Officer; and Robert 
Lord, Attorney, Division of Banking 
Supervision and Regulation, (202-452- 
2781), Board of Governors of the Federal 
Reserve System, Washington, D.C.; or 
Mindy R. Silverman, Assistant Counsel, 
(212-791-5032), Federal Reserve Bank of 
New York.
t  ® * 7. R egu lation: J— C o llectio n  o f  C h eck s  
and  O ther Item s and -W ire T ransfer o f  F unds  
(12 CFR Part 210)

Action Taken: In April 1982, the Board 
requested public comment on a proposal 
that would allow Federal Reserve Banks 
to charge depository institutions for 
cash letters that are made available to 
them on a weekday that is a banking 
day for the Reserve Bank but not for the 
paying bank (47 FR 15349, April 9,1982). 
The purpose of the amendment is to 
eliminate the float generated when 
depository institutions regularly close on 
weekdays, and to promote equity with 
other depository institutions that remain 
open on such days. The proposal will 
not impose any additional reporting, 
recordkeeping, or other compliance 
requirements on any institution, or 
duplicate, overlap, or conflict with any 
other federal rule. Board staff does 
expect, however, that affected 
institutions (approximately 450 of them 
with deposits of less than $20 million) 
could experience some reduction of 
earnings.

The Board will review the public 
comments and is expected to take 
further action within the next six 
months.

Authority: Sections 13,16 and ll(i) of 
the Federal Reserve Act, 12 U.S.C. 342, 
248(o), 360, and 248(i).

Docket Number: R-0392.
Staff Contact Joseph R. Alexander, 

Attorney, Legal Division, (202-452-2489).
*0 8. R egu lation: J— C o llectio n  o f  C h eck s and  
O ther Item s an d  W ire T ransfer o f  F unds (12 
CFR Part 210)

Action Taken: In May 1981, the Board 
issued for public comment proposals to 
amend Subpart A of Regulation J by (1) 
redefining the terms “sender” and 
“bank” to include a depository 
institution as defined in 12 U.S.C. 461(b), 
namely, banks and thrift institutions; (2) 
imposing on a paying bank that returns 
an item an indemnity for loss or expense 
resulting from return of the item beyond 
the deadlines provided in the regulation:
(3) incorporating provisions for

collecting coupons and other securities 
similar to provisions regarding the 
payment and return of cash items; and
(4) imposing a warranty and related 
indemnity regarding wire advice of 
nonpayment on a paying bank which 
returns a cash item (46 FR 24576, May 1, 
1981). After considering the comments 
received, the Board adopted the first 
proposakin substantially the form 
proposed (46 FR 42059, August 19, 1981). 
Final action on the other three items has 
been deferred pending further study. In 
its consideration of these proposals, the 
Board has concluded that none of the 
proposals is expected to have a 
significant economic impact on a 
substantial number of small entities.

Authority: Sections 13,16 and ll(i) of 
the Federal Reserve Act, 12 U.S.C. 342, 
248(o), 360, and 248(i).

Docket Number: R-0357.
Staff Contact: Joseph R. Alexander, 

Attorney, Legal Division, (202-452-2489).
9. R egu lation: K— Intern ational B an k in g  
O p erations (12 CFR Part 211)

Action Taken: In January 1983, the 
Board published for comment proposed 
regulations implementing the Bank 
Export Services Act which permits bank 
holding companies. Edge Act and 
Agreement corporations, and bankers’ 
banks to invest in export trading 
companies (48 FR 3375, January 25,
1983). The draft proposal requires that 
investors provide 60 day’s prior written 
notice to the Board of the investor’s 
intent to invest in export trading 
companies. It also requires that the 
investor detail the activities in which 
the export trading company will engage, 
and implements and interprets certain 
investment and lending limitations 
contained in the statute.

It is expected that small business 
entities would benefit from the 
simplicity and brevity of the proposed 
regulations, as well as from a liberal 
definition of an export trading company.

The Board will review the public 
comments and is expected to take 
further action in the next six months.

Authority: Bank Holding Company 
Act, 12 U.S.C 1843(c)(14).

Docket Number: R-0445.
Staff Contacts: James S. Keller, 

Manager, International Banking 
Applications, Division of Banking 
Supervision and Regulation, (202-452- 
2523); and Nancy P. Jacklin, Assistant 
General Counsel, Legal Division, (202- 
452-3428).
*”*10. R egu laton: L— M an agem en t O ffic ia l 
In terlock s (12 CFR Part 212)

Action Taken: In September 1982, the 
Board adopted an amendment to 
Regulation L, which implements the 
prohibitions of the Depository

Institution Management Interlocks Act 
(12 U.S.C. 3201 et seq .) (47 FR 47371, 
October 26,1982). The amendment 
conformed the regulations’s provisions 
to recent statutory amendments to the 
Interlocks Act.

At the same time, the Board issued for 
public comment proposed amendments 
to Regulation L that would update, 
clarify, and make technical changes in 
light of the Board’s experience with the 
regulation and the recent amendments 
to the Interlocks Act. On December 22, 
1982, the Board adopted one of the 
proposed amendments regarding 
grandfathered interlocks (48 FR 5534 
February 7,1983). It is anticipated that 
the Board will review the public 
comments and take further action on the 
remaining proposals within the next six 
months.

The final amendment, as well as the 
proposed amendments, if adopted, will 
not have a significant economic impact 
on a substantial number of small 
entities. Since the amendments wmuld 
ease the application of the regulation on 
depository institutions, their effect is 
expected to be beneficial rather than 
adverse and small institutions would, 
share the benefits with large 
organizations.

Authority: Depository Institutions 
Management Interlocks Act, 12 U.S.C. 
3207.

Docket Number: R-0431.
Staff Contacts: Melanie L. Fein, 

Attornery, (202-452-3594); and Bronwen 
Chaiffetz, Senior Counsel, (202-452- 
3564), Legal Division.

*°11. R egu lation: T— C redit b y  B rokers and  
D ea lers (12 CFR Part 220)

Action Taken: In March 1982, the 
Board proposed for public comment a 
complete revision of Regulation T (47 FR 
13376, March 30,1982). The proposal is 
part of the Board’s Regulatory 
Improvement Project in which the Board 
is reviewing and revising all of its 
regulations to simplify their language 
and ease the burden of compliance. In 
its last semiannual agenda the Board 
indicated that it would consider issuing 
for public comment an amendment to 
Regulation T to facilitate the covered 
writing of options by institutions and 
other entities w'hich are prevented by 
law from using margin accounts, such a 
proposed amendment has been included 
as part of the Board’s complete revision 
of Regulation T (proposed section 220.7, 
Cash Account).

The Federal Register documents 
published in June and July of 1981 (46 FR 
32592 and 46 FR 37516) by the Board 
contained an Initial Regulatory
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Flexibility Analysis for the complete 
revision of Regulation T. Comments 
received on the proposals appear to 
agree with the Board’s analysis. The two 
new items in this proposal concerning 
options clearing firms and option writing 
in the cash account should not have any 
substantial impact on small businesses.

The Board will review the comments 
on the proposals and is expected to take 
further action during the next six 
months.

Authority: Securities Exchange Act of 
1934, 15 U.S.C. 78 g and w.

Docket Number: R-0389.
Staff Contacts: Laura Homer, 

Securities Credit Officer, and Robert 
Lord, Attorney, Division of Banking 
Supervision and Regulation, (202-452- 
2781); Robert Rewald, Division of 
Research and Statistics, (202-452-3637), 
Board of Governors of the Federal 
Reserve System, Washington, D.C.; or 
Mindy R. Silverman, Assistant Counsel, 
(212-791-5032), Federal Reserve Bank of 
New York.
12. R egulation: Y— B ank H old ing  C om p an ies  
and  C han ge in  B ank  C ontrol (12 CFR Part 
225)

Action Taken: In February 1983, the 
Board requested public comment on a 
proposal that would add discount 
securities brokerage and security credit 
lending to the list of nonbanking 
activities in Regulation Y that are 
generally permissible for bank holding 
companies (48 FR 7746, February 24, 
1983). This action was recommended by 
several persons who commented on the 
application by BankAmerica 
Corporation to acquire the Charles 
Schwab Corporation, which was 
subsequently approved by the Board in 
January 1983. Adoption of this proposal 
would not have a significant economic 
impact on any bank holding company 
and would expand the list of activities, 
which upon application, could be 
conducted by bank holding companies 
and bank service corporations.

The Board will review the comments 
and is expected to take further action 
within the next six months.

Authority: Bank Holding Company 
Act, 12 U.S.C. 1844(b).

Docket Number: R-0455.
Staff Contacts: Richard Whiting, 

Senior Attorney, (202-452-3779); and 
Richard Ashton, Assistant General 
Counsel, (202-452-3750), Legal Division.
13. R egulation: Z— Truth in  L ending (12 CFR  
Part 226)

Action Taken: In February 1983, the 
Board published for comment proposed 
amendments to Regulation Z to 
implement amendments made to the 
Regulation in the Garn-St Germain 
Depository Institutions Act (48 FR 4669, 
February 2,1983). The proposal would

amend 12 CFR Part 226 to delete from 
coverage “arrangers of credit” and to 
exempt certain student loans. For 
purposes of the administrative 
enforcement, the proposal would also 
amend two footnotes relating to 
disclosure errors resulting from the use 
of faulty calculation tools.

The proposals would not have a 
significant impact on small institutions. 
Since the proposed amendments ease 
the application of the regulation on all 
institutions and offer some protection to 
those institutions, their effect is 
expected to be beneficial rather than 
adverse, and small institutions would 
share the benefits with larger 
organizations.

The Board will review the comments 
and is expected to take final action 
within the next six months.

Authority: The Truth in Lending Act, 
15 U.S.C. 1601 et seq.

Docket Number: R-0450.
Staff Contact: Claudia J. Yarus, Staff 

Attorney, Division of Consumer and 
Community Affairs, (202-452-3667).
B. Regulatory Matters the Board May 
Consider During the Next Six Months
oat.  R egu latory  Im p rovem en t P roject

Anticipated Action: The Board’s 
Regulatory Improvement Project 
involves, among other things, a 
substantive, zero-based review of all 
Federal Reserve regulations that affect 
the public to determine (1) the 
fundamental objectives of the regulation 
and the extent to which it is meeting 
current policy goals, (2) nonregulatory 
alternatives that would accomplish the 
objectives, (3) costs and benefits of the 
regulation, (4) unnecessary burdens 
imposed by the regulation, and (5) the 
clarity of the regulation.

During the next six months, the staff 
should complete its review of Regulation 
Y (Bank Holding Companies and Change 
in Bank Bank Control), and public 
comment on proposed changes is 
expected to be sought during this period. 
These proposals are being designed to 
reduce regulatory burdens, and none is 
expected to have a significant adverse 
economic impact on any bank holding 
company. In addition, the Project will be 
continuing to develop simplified 
revisions of the “margin credit” 
regulations: Regulation G (Securities 
Credit by Persons Other Than Banks, 
Brokers, or Dealers), Regulation T 
(Credit by Brokers and Dealers), 
Regulation U (Credit by Banks for the 
Purposes of Purchasing or Carrying 
Margin Stocks), and Regulation X (Rules 
Governing Borrowers Who Obtain 
Securities Credit). As a first step, 
substantive amendments of these 
regulations were made in January 1982 
to afford immediate regulatory relief. As
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the next stage in the process, a 
simplified version of Regulation T was 
proposed for public comment in March 
1982 (see Entry A.11) and simplified 
revisions of Regulations G and U were 
proposed in February 1983 (see Entry 
A.6). The Project will also participate in 
other regulatory actions listed in this 
agenda to ensure that the objectives of 
the Project are met.

Authority: Financial Regulation 
Simplification Act of 1980,12 U.S.C. 
3501.

Staff Contact: Barbara R. Lowrey, 
Associate Secretary, Office of the 
Secretary, (202^52-3742).
°°2 . R egu la tion  K— Intern ational B an k in g  
O p eration s (12 CFR Part 211)

Anticipated Action: The Board will 
consider publishing for comment a 
revised proposal that would permit Edge 
Corporations to provide a broader range 
of banking services than is now 
permissible to a limited class of 
customers. While Edge Corporations are 
in most instances owned by major 
banks, the proposal would also afford 
scope for smaller banks to compete 
more effectively in development and 
supply of services to support U.S. trade. 
Pursuant to the International Banking 
Act, a similar proposal was published 
for comment in February 1979 to 
improve the competitive position of 
Edge Corporations (44 FR 10509, 
February 21,1979). If the Board 
determines to reconsider the proposal, it 
will be taken up in connection with the 
revision of regulation K in early 1984.

Action on this matter would represent 
a relaxation of regulatory burden on 
Edge Corporations and would permit a 
shift to a more cost-effective method of 
supervision of Edge Corporations.

Authority: International Banking Act 
of 1978,12 U.S.C. 3101; Federal Reserve 
Act, 12 U.S.C. 601 and 605.

Staff Contacts: Nancy P. Jacklin, 
Assistant General Counsel, (202-452- 
3582); and Kathleen O’Day, Senior 
Attorney, (202-452-3786), Legal Division.
3. R egu lation  O — L oans to E x ecu tiv e  O fficers, 
D irectors and  P rincipal S h areh old ers o f  
M em b er B a n k s (12 CFR Part 215)

Anticipated Action: The Garn-St 
Germain Depository Institutions Act, 
Pub. L. 97-320, (Gam Bill) amended 
sections 22(g) and 22(h) of the Federal 
Reserve Act to eliminate the specific 
dollar limitations applicable to loans by 
member banks to their insiders. The 
Gam Bill granted the Board the 
authority to establish limits on certain 
loans by state member banks to their 
executive officers and to establish the 
amount above which loans by state 
member banks to their insiders must be 
approved in advance by the bank's
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board of directors.
In October 1982, the Board reaffirmed, 

on a temporary basis, the previous limits 
applicable to such loans (47 FR 49347, 
November 1,1982). The Board will 
consider publishing for comment during 
the next six months an amendment to 
Regulation O that changes the limits.
The maximum loan that could be made 
to an executive officer would be based 
on a fixed percentage of the capital of 
the member bank subject to a maximum 
dollar amount. Similarly, the maximum 
loan that could be made to an insider 
without the prior approval of the state 
member bank’s board of directors would 
also be based on a fixed percentage of 
the bank’s capital subject to a maximum 
dollar amount.

This action is not likely to have any 
significant economic impact on a 
substantial number of small entities.

Authority: 12 U.S.C. 375a, 375b.
Staff Contact: Jennifer Johnson, Senior 

Counsel, Legal Division, (202-452-3584),
**4. Regulation: Y—Bank Holding Companies 
and Change in Bank Control (12 CFR Part 
225)

Anticipated Action: The Board will 
consider issuing for public comment a 
proposal to amend Regulation Y with 
respect to the kinds of insurance 
activities that are generally permissible 
for bank holding companies under 
section 4(c)(8) of the Bank Holding 
Company Act. This action would be 
taken to conform the regulation to Title 
VI of the Garn-St Germain Depository 
Institutions Act, which was adopted in 
October, 1982. That statute essentially 
prohibits bank holding companies from 
engaging in any insurance agency or 
underwriting activities, unless the 
activities fall within one of the specific 
exceptions in the new law as 
determined by the Board.

Adoption of the proposal would 
impose no additional burden on any 
bank holding company.

Authority: Bank Holding Company 
Act, 12 U.S.C. 1843(c)(8).

Staff Contact: Richard Whiting, Senior 
Attorney, Legal Division, (202-452-3779).
5. R egu lation: Y— B ank H old ing  C om p an ies  
and  C hange in  B ank  C ontrol (12 CFR Part 
225)

Anticipated Action: The Board will 
consider issuing for public comment a 
proposal to amend Regulation Y by 
adding authority for member banks to 
invest individually or jointly in bank 
service corporations under the recent 
amendment to the Bank Service 
Corporation Act made by section 709 of 
the Garn-St Germain Depository 
Institutions Act of 1982.

Under the new law, banks may invest 
without any prior regulatory approval in 
corporations offering “back office”

clerical service to other depository 
institutions. In addition, if they obtain 
the prior approval of the Board, member 
banks may invest in corporations that 
offer to any person services that the 
bank may offer under state or federal 
law or services that have been found by 
regulation to be permissible under 
section 4(c)(8) of the Bank Holding 
Company Act.

Adoption of regulations to implement 
the change would enable all banks, large 
and small, to engage in certain activities 
that previously were not available to 
them. It is not expected that adoption of 
this proposal would have a significant 
economic impact on a substantial 
number of small banks.

Authority: Bank Service Corporation 
Act, 12 U.S.C. 1861.

Staff Contact: Richard Whiting, Senior 
Attorney, Legal Division, (202-452-3779),
**6. Regulation: A A —Unfair or Deceptive 
Acts and Practices (12 CFR Part 227)

Anticipated Action: The Board is 
required by the Federal Trade 
Commission Act to adopt a rule 
applicable to banks that is substantially 
similar to a trade regulation rule 
adopted by the FTC prohibiting certain 
acts or practices of other creditors as 
unfair or deceptive, unless the Board 
finds that such acts or practices of 
banks are not unfair or deceptive or that 
implementation of a similar rule with 
respect to banks would seriously 
conflict with essential monetary and 
payments systems policies of the Board.

in response to a proposed FTC rule 
(governing the preservation of 
consumers’ claims and defenses), in 
1976 the Board published a comparable 
proposal for comment (41 FR 7110). The 
proposal would require the insertion in 
certain credit contracts of a notice 
preserving a consumer’s claim and 
defenses against a seller of goods or 
services so that they can be raised 
against any holder of the contract. The 
FTC published a revised version of its 
creditor rule for comment in November 
1979. When a final FTC rule is adopted, 
the Board will consider appropriate 
regulatory action.

Authority: Section 18(f) of the Federal 
Trade Commission Act, 15 U.S.C. 41 et. 
seq.

Docket Number: R-0006.
Staff Contact: Lucy H. Griffin, Senior 

Attorney, Division of Consumer and 
Community Affairs, (202-452-2412),
C. Regulatory Matters From the October 
1» 1982, Through April 1,1983, 
Semiannual Agenda on Which Final 
Action has Been Taken
1. Regulation: B—Equal Credit Opportunity 
(12 CFR Part 202)

Action Taken: In October 1982 
following review of public comments, 
the Board adopted two interpretations 
concerning how the specific rules of 
Regulation B should apply to various 
credit scoring practices'(47 FR 46074, 
October 15,1982). The first deals with 
consideration of income and the second 
with the selection and disclosure of 
reasons for adverse action. The 
interpretations primarily affect larger 
creditors that use credit scoring systems. 
(Very few small businesses use credit 
scoring systems.) The economic impact, 
of either interpretation is unlikely to be 
significant.

Authority: Section 703(a) of the Equal 
Credit Opportunity Act, 15 U.S.C,
1691b(a).

Docket Number: R-Q203.
Staff Contact; Lucy H. Griffin, Senior 

Attorney, Division of Consumer and 
Community Affairs, (202-452-2412),
f2. Regulation: B—Equal Credit Opportunity 
(12 CFR Part 202)

Action Taken: In October 1982, the 
Board withdrew proposed amendments 
to Regulation B (47 FR 46108, October 15, 
1982). The proposals would have 
affected creditors that extend credit to 
small businesses by applying 
recordkeeping and adverse action 
notification requirements to business 
loans of under $100,000. Inquires as to 
marital status of applicants would have 
been prohibited in all business credit 
applications. The Board withdrew the 
proposals after determining, based on a 
review of the comments, that the 
amendments would not substantially 
further the purposes of the act.

The proposed amendments, if 
adopted, would have imposed on 
commercial lending institutions 
additional notice and recordkeeping 
requirements for business loans of less 
than $100,000. These requirements 
would have adversely affected the large 
number of small Senders that make 
business loans of such limited size.

Authority: Equal Credit Opportunity 
Act, 15 U.S.C. 1691b.

Docket Number: R-0185.
Staff Contact: Claudia J. Yarus, Staff 

Attorney, Division of Consumer and 
Community Affairs, (202-452-3667).
3. R egulation: C— H om e M ortgage Disclosure 
(12 CFR Part 203)

Action Taken: In October 1982, 
following review of public comments,, 
the Board approved the applications of 
Connecticut, Massachusetts, New 
Jersey, and New York for continued 
exemption from the Home Mortgage 
Disclosure Act (HMDA) and Regulation 
C (47 FR 49954, November 4,1982). The 
Board also formally terminated 
California's prior exemption.
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State exemptions from federal law 
that are granted by the Board result in 
fewer burdens on depository institutions 
subject to HMDA and located in those 
states (without significant loss of 
consumer protection) because 
duplicative requirements are eliminated.

Authority: Home Mortgage Disclosure 
Act, 12 U.S.C. 2801 et. seq.

Docket Numbers: R-0406 and R-0434.
Staff Contact: John C. Wood, Senior 

Attorney, Division of Consumer and 
Community Affairs, (202-452-2412).
4. R egu lation: D— R eserv e  R eq u irem en ts o f  
D ep ository  In stitu tion s (12 CFR Part 204)

Action Taken: In August 1980, the 
Board stated that it was disposed 
toward returning to contemporaneous 
reserve accounting if investigation 
indicated that such a system was 
practical. In November 1981, the Board 
solicited additional public comments on 
a proposal to adopt contemporaneous 
reserve accounting (46 FR 58184, 
November 30,1981). The proposal would 
change the reserve maintenance 
schedule of depository institutions to 
coincide with reserve computation 
periods as a means of improving the 
System’s ability to meet its monetary 
policy objectives. Such a proposal 
would affect the reserve management 
practices of all depository institutions 
with $15 million or more in total 
deposits.

Following review of public comments, 
the Board in September 1982 adopted 
the proposal (47 FR 44705, October 12, 
1982). The amendment is not expected to 
have an adverse economic impact on 
small depository institutions.

Authority: 12 U.S.C. 461 et. seq.
Docket Number: R-0371.
Staff Contacts: David Lindsey, 

Assistant Director, Division of Research 
and Statistics, (202-452-2601); and 
Gilbert T. Schwartz, Associate General 
Counsel, Legal Division, (202-452-3625).
5. R egu lation: E— E lectron ic Fund T ransfers  
(12 CFR Part 205)

Action Taken: In October 1982 
following review of public comments, 
the Board adopted four amendments to 
regulation E that provide (1) an 
exemption for small institutions for all 
preauthorized transfers to or from a 
depositor’s account; (2) an exemption 
from the provision that requires a 
periodic statement for each account 
when there is an intrainstitutional 
transfer between accounts of the same 
consumer; (3) modifications to the 
requirements for documentation and 
error resolution procedures for transfers 
initiated outside of the United States; 
and (4) an exemption from the provision 
that requires a terminal receipt to 
disclose the type of account involved in 
an automated teller machine

transaction, even if only a single 
account can be accessed (47 FR 44708, 
October 12,1982).

The action taken will relieve creditor 
burdens in complying with the 
regulation; particularly for small 
institutions, while not significantly 
reducing consumer protection.

Authority: Electronic Fund Transfer 
Act, 15 U.S.C. 1693b.

Docket Number: R-0388.
Staff Contacts: John C. Wood, Senior 

Attorney; and Jesse Filkins, Senior 
Attorney, Division of Consumer and 
Community Affairs, (202-452-2412).
6. R egu la tion  T— C redit b y  B rokers and  
D ea lers (12 CFR Part 220)

Action Taken: In September 1982, the 
Board issued for public comment a 
proposed amendment to regulation T 
that would permit private mortgage 
pass-through securities meeting 
specified criteria to be used as collateral 
for margin credit at securities brokers 
and dealers (47 FR 43070, September 30, 
1982).

Following review of the public 
comments, the Board adopted the 
amendment (47 FR 55912, December 14, 
1982), to be effective on January 17,1983. 
Private mortgage pass-through securities 
may now be given “good faith” margin 
treatment if they meet the following 
three criteria: (1) An original issue of 
$25,000,000 (rather than an outstanding 
principal amount at the time credit is 
extended) that may be sold in separate 
series, (2) current filings with the 
Securities and Exchange Commission, 
and (3) the passing through of mortgage 
interest and principal payments by the 
servicing agent according to the terms of 
the offering.

It is not expected that this rule will 
have a significant economic impact on a 
substantial number of small entities.

Authority: Securities Exchange Act of 
1934, 15 U.S.C. 78g and w.

Docket Number: R-0423.
Staff Contacts: Laura Homer, 

Securities Credit Officer; and Robert 
Lord, Attorney, Division of Banking 
Supervision and Regulation (202-452- 
2781); or David Seiders, Senior 
Economist, Division of Research and 
Statistics (202-452-2694).
7. R egulation: Z— Truth in Lending (12 CFR  
Part 226)

A ctio n  Taken: In February 1983, 
following review of public comments, 
the Board made final preemption 
determinations concerning certain 
provisions of Arizona, Florida and 
Missouri law. A request for a 
determination regarding South Carolina 
law was subsequently withdrawn
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because the state law provisions in 
question had been revised (48 FR 4454, 
February 1,1983).

Determinations that state laws are 
inconsistent and thus preempted by 
federal laws result in fewer burdens on 
creditors in those states (without 
significant loss of consumer protection) 
because in each case duplicative 
requirements are eliminated.

Authority: The Truth in Lending Act, 
15 U.S.C. 1601 e t  seq.

Docket Number: R-0395.
Staff Contacts: Rugenia Silver, Staff 

Attorney (202-452-2412); and Gerald 
Hurst, Staff Attorney (202^152-3867), 
Division of Consumer and Community 
Affairs.
+8. R egu la tion : Z— T ruth  in  L en d in g  (12  CFR 
Part 2 2 6 )

Action Taken: In July 1982, the Board 
proposed for public comment two 
alternative methods for the treatment of 
seller’s points and reduced rate 
financing under revised Regulation Z (47 
FR 32433, July 27,1982). One alternative 
would remove the current exclusion for 
seller’s points from the finance charge 
disclosed under Truth in Lending. The 
other alternative would require that a 
disclosure be given to advise the 
consumer that the seller has paid money 
to obtain the financing and that, if the 
cost is passed on in the form of a higher 
sales price or other charge, the annual 
percentage rate and the other 
disclosures understate the cost of credit.

In September 1982, the Board 
withdrew its proposal, thus leaving in 
place Regulation Z’s exclusion of seller’s 
points from the finance charge (47 FR 
44741, October 12,1982). The Board took 
this action primarily as a result of 
comments received on the proposal, 
particularly the uncertainty concerning 
the extent to which seller’s points are 
passed on to consumers and the 
consumer benefit of the proposals. The 
Board was also concerned about the 
cost and disruption that could result 
from adoption of the proposals.

Authority: Truth in Lending Act, 15 
U.S.C. 1601 et. seq.

Docket Number: R-0413.
Staff Contacts: Clarence B. Cain, Staff 

Attorney; and Gerald P. Hurst, Staff 
Attorney, Division of Consumer and 
Community Affairs (202-452-2412).

Board of Governors of the Federal Reserve 
System, March 24,1983.
Barbara R, Lowrey.
A ssociate Secretary of the Board.
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