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BOARD OF GOVERNORS 496
OF THE

FEDERAL RESERVE SYSTEM
) oo MASHINETRN

ADDRESS OFFICIAL CORRESPONDENCE
TO THE BOARD

SUBJECT: Applicability of Public Utility Holding
Compeny Act of 1935 to banks.

Dear Sir:

There is inclosed a copy of a letter dated april 7, 1936,
addressed to the Chairmen of the Board by the Chairman of the Securi-
ties and Exchange Commission, with reference to the applicability
of the Public Utility Holding Company ict of 1935 to banke, as well
as a copy of the letter referred to therein and & copy of the Com-
mission's Rule 345-1 and of its Form U-ZA3-1.

In view of the fact that the matter has been brought to
the attention of & number of the largest banks in the country and
that a statement regarding it has been released to the press, the
office of the Comptroller of the Currency has not thought it desir-
able to circularize the national banks regarding the matter, and
it is not suggzested that you should circularize the State member
banks in your district. iowcver, the matter is being brought to
your atitention in order that you may be in a position to answer
any questions which may arise in connectiorn with member banks in
your district.

Very truly yours,
Chester Morrili,
seeretary.

Inclosures.
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COPL X-9568-a
SECURITIZS AND EXCiudGE COZISSION

WaSHINGTON

the Choirman c e e
April 7, 1936

iir. Marriner . Zecies, Canirmon
Board of Governors of the Federa

Reserve System
Yiaghington, D. C.

Dear Mr. Eccles:

It has come to my attention that ntil just rscently
two of the larger barks whicih hold voting securitios of pub-
lic utility companies in one cap:i.city or wnother were unuware
of the fact thut they muy be subject to the provisicns of tie
Public Utility Holding Coupany .ict of 1935 und were equaily
unawzre of the rules adopted by this Commission granting them
cxemptions in connection witn certain typcs of holdings, e
have felt that it would be unforituncte if zny bonks siaould
inadvertently cone into conflict with the stututory previcions
50 I am sending the enclosed lctter to tae hundred largest
banks of the country as listc:d in the amoricen Bunker of Jun-
uary 21, 1936, and to mutual sovings bonks having deposits of
$50,000,000 or more, as listud in the samc pubiication. The
letter hos also been releasced to the press.

I hope that, directly ond indirectly, this lotter
will result in a generwl understanding of tiae situation cmong
the banks of the country. It is obvious, however, that *there
may be many smaller banks which own, control, or hold substun-—
tial blocks of voting securitivs in utility or holding com-
panies. =nccordingly, the Commission will greatly aporoecicte
anything you can do to promote & more gener:l understanding
of the situation.

Very truly yours,

(Signed)  Jemes M. Lendis

Encl.
Holding Company sct
Rule 3:13-1
Form U-345-1

Copies to:
J. F. T. O0'Connor
Comptroller of the Curreacy

Robert V. Fioming, President
american Bankers association

http://fraser.stlouisfed.org/
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COPY

£-9068-p
SECURITIES aND EXCHANGE CO#EIISSION
itASHINGTON

Office of the Chairman

Digitized for FRASER

Gentlemen:

It has come to cur attention that a number of banks

are apparently unawarc of the fact that, as a result of ccquir-

ing public utility sccuritics in liquidation of debts or holding -
them in trust capacities, or otherwise, such banks may constitute
"holding companies" as defined in the Public Utility Holding Tom-
pany 4ct of 1935.

section 2(2)(7) of the ict defines 2s a "holding com-
pany" any company which owns, controls, or holds with power to
vote, 10% or more of the outstunding voting securities of & public
utility company. 4 public utility company is defined in Scection
2{(:)(5) &8s an electric or gus utility company, and the latier are
further defined in pursgraphs (%) and (4) of Section 2(u).

Section 4(a) of the Act requires all holding companies
which use the mails or intzrstute commerce in any of the ways
thercin specified, to register with this Commission, except that
the Commission is directed by Section 3(a) to exempt certein
clusses of holding companies. Acting pursuant to this authority,
the Commission has promulgated Rule 34%-1 exempting certuin béanks
from the provisions of the act applicable to them as holding com-
panics, subject to the condition that they file quarterly state-
ments with this Commission on Form U-8A3-1. The first of these
statements is due not later then April 230, 193%6.

Enclosed you will find copies of the aAct «nd also of
the Rule and Form mentioned above.

Very truly yours,
(8igned) Jomes M. Landis

Jumes M. Landis
Cheirman

Enclosures.
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Rule 34%-1, &s promulgoted November £5, 1955 (felense Ho. 24)
and amended March 18, 19%6 (Releuse Yo. 115)

Rule 343-1l. Lxemption of certain banks. (2) any benii as dorined in
paragraph (b) of this Rule shall, except insofur us specified in paragrophs
(c) and (d) of this Rule, bz exempt from any obli,stion, duty, or liability
imposed by the nct upon such bank as @ holding company, if such bank docg
not own, control, or hold with powcr to voie, 10% per cent or more of the
voting sccurities of any public-utility or holding company other than

(1) securities of which such bank is not the beneficial ovner;

(2) securitics pledged as security for, or acquired in connsction with
the liquidation of, 2 debt resulting from a loan or other credit
at any time in geod faitn extonded by such bank cither aloune or in
conjunction with other lenders;

() securities acquired by such bank, under any nlen of rcorg.nization
or otherwise, in suatisfaction in whole or in part of any such debt
or in exchonge for such debt;

(4) securitics acquircd by sucin bank in exchonge for securities de-
seribed in paragraphs (1), (&) =ad (3) sbove, as o rcsult of any
reorganizetion or recopitalization of the issucr of such securitics.

(b)  The torm "bunk" =s used in this Bule shall mesn (1) o banking in-
stitution organizod under the ilaws of the United Stutes, (2) o benking insti-
tution or trust compony incorporated under the lows of any State or of the
District of Columbia, which is primarily cngaged in the commercial benking
busincss or in the business of cxercising fiduciary povers, or both, or (3)

a receiver, conservator, or othor liguidating agent of any of the foregoing
in his capacity as such.

(¢)  =any bank cxempted under poragraph (u) of this Rule shall, within
thirty deys after the lost day of February, mey, sugust and Novemboer in ecech
year or such later date thercafter os the Commission muy by order prescribe,
file with the Commission « statement on Form U-3.b-1, as required by the
instructicns for said form, contoining the informotion therzin specified ond
such further information as the Commissicn may require; provided, however,
that the statement for the quarter ending February 29, 1926, may be filed
not later than April %0, 1936.

(d)  No bank exempted by peragruph (o) of this Rule shall enter into
or tuke any step in the perfermance of any service contract, 28 the term is
used in Section 13(a), whereby such bank is given the exclusive right to
render financitl services tc any associcte compzny thercof which is @ public-
utility or holding company.

‘ (e) In addition to its power tc amerd or rescind this Rule, the Commis-
sicn by order, after notice und opportunity for henring, may terminste, sus-

pend, or modify the exempticn provided by this Rule os to any benk, if
1) such bank shail fail te comply with any of the provisions of paragraphs
- L - I & graep
(¢) or (d) of this Rule, or () such bunk shull evade, seck to evade, or be
Digitzedk3@Radorevade the provieisns of the sct,
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