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May 3, 1982 

David  B.  H .  M a r t i n ,  J r . ,  E s q u i r e  
O f f i c e  o f  C h i e f  C o u n s e l  
D i v i s i o n  of C o r p o r a t i o n  F i n a n c e  
S e c u r i t i e s  and  Exchange Commission 
Wash ing ton ,  D.C .  20549 

R e :  F e d e r a t e d  F i n a n c i a l  C o r p o r a t i o n  
R e g u l a t i o n  D - R e q u e s t  f o r  i n t e r p r e t a t i v e  a d v i c e  

Dear Mr. M a r t i n :  

Our f i r m  r e p r e s e n t s  Federated F i n a n c i a l  C o r p o r a t i o n  
( 'IF"C't), a f i n a n c i a l  se rv ices  and mortgage b a n k i n g  f i r m  which 
s p e c i a l i z e s  i n  f i s c a l  a d v i s o r y  s e r v i c e s  and  management of  debt 
i s s u e s  g u a r a n t e e d  by the  U n i t e d  S t a t e s  Government.  FFC 
proposes t o  o f f e r  and  s e l l  i n t e r e s t s  i n  a l i m i t e d  p a r t n e r s h i p  
t o  s e r v i c e  c o r p o r a t i o n  s u b s i d i a r i e s  of s a v i n g s  and  l o a n  
a s s o c i a t i o n s  w i t h o u t  r e g i s t r a t i o n  u n d e r  t h e  S e c u r i t i e s  A c t  o f  
1 9 3 3 ,  as amended ( t h e  "1933 A c t " )  i n  r e l i a n c e  upon Ru le  506 of 
1933  A c t  R e g u l a t i o n  D. 

Release No. 33-6389, a n n o u n c i n g  t he  a d o p t i o n  o f  R e g u l a t i o n  
D ,  n o t e d  t h a t  t h e  s t a f f  o f  the  D i v i s i o n  o f  C o r p o r a t i o n  F i n a n c e  
w i l l  i s s u e  i n t e r p r e t a t i v e  l e t t e r s  t o  ass is t  p e r s o n s  i n  comply ing  
w i t h  R e g u l a t i o n  D.  I n  r e s p o n s e  t o  t h a t  o f f e r  o f  i n t e r p r e t a t i v e  
a d v i c e ,  w e  are w r i t i n g  t o  o b t a i n  a n  i n t e r p r e t a t i v e  l e t t e r  f rom 
t h e  s t a f f  with respect t o  the  d e f i n i t i o n  o f  "accredited 
i n v e s t o r "  i n  1933  A c t  R u l e  5 0 1 ( a ) ( 5 ) .  

A s  you are  aware, R u l e  5 0 l ( a ) ( 5 )  p r o v i d e s  t h a t  t h e  term 
"accredi ted i n v e s t o r "  as u s e d  i n  R e g u l a t i o n  D i n c l u d e s :  

"Any p e r s o n  who p u r c h a s e s  a t  l e a s t  $150,000 
o f  t h e  s e c u r i t i e s  b e i n g  o f f e r e d ,  where t he  
p u r c h a s e r ' s  t o t a l  p u r c h a s e  pr ice  does n o t  
e x c e e d  20 p e r c e n t  of t h e  p u r c h a s e r ' s  n e t  
worth a t  the  t i m e  o f  sa le . .  . .'I 
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We a re  not aware of any Regulation D provision which 
spec i f i ca l ly  permits a corporate subsidiary purchaser t o  
combine i t s  net worth wi th  t ha t  of i t s  parent corporation. 
Because FFC intends t o  o f f e r  limited partnership i n t e r e s t s  
primarily t o  service corporation subsidiar ies  of savings and 
loan associat ions,  we are  requesting the s t a f f ' s  
i n t e rp re t a t ive  advice tha t  the consolidated net worth of a 
parent savings and loan associat ion may be considered i n  
determining compliance with Rule 501(a ) (5 )  by i t s  wholly-owned 
service corporation subsidiary . 

* 

. 
Such a conclusion does not appear t o  be inconsistent w i t h  

the current provisions of Regulation D.  Rule 5 0 1 ( a ) ( 5 )  as 
adopted permits a natural  purchaser 's  net worth t o  be combined 
with the n e t  worth of h i s  or  her spouse. We believe that  tne 
net worth of a parent savings and loan association should 
s imi la r ly  be combined wi th  the net worth of i t s  wholly-owned 
service corporation subsidiary. 

We understand the basic premise of Rule 5 0 l ( a ) ( 5 )  t o  be 
t h a t  a person capable of investing a s ign i f i can t  amount of 
c a p i t a l  i n  an of fe r ing  ought t o  be deemed an accredited inves- 
tor. Although a wholly-owned service corporation s u b s i d i a r y  
investing $150,000 i n  an o f f e r ing  by FFC may individually lack 
the net worth necessary for accredited investor consideration 
under Rule 5 0 1 ( a ) ( 5 ) ,  the parent savings and loan associat ion 
assumes the ultimate r i s k  of l o s s  i n  such an investment. I n  
our view, it is both appropriate and necessary to  consider the 
savings and loan a s soc ia t ion ' s  consolidated net worth i n  
determining whether accredited investor s t a tus  would be 
avai lable  i n  such circumstances. 

* Federally-chartered savings and loan associations a re  
permitted under regulations of the Federal Home Loan Bank Board 
t o  es tab l i sh  service corporation subsidiar ies  for the  purpose 
of engaging i n  a c t i v i t i e s  reasonably re la ted  t o  permitted 
a c t i v i t i e s  of the parent association. 



0 

. .  
- 

0' 

-0 

HAMEL, P A R K ,  MCCABE & S A U N D E R S  
W A S H I N G T O N  

David B.  3. Martin, Jr., Esquire 
May 3, 1982 
Page 3 

Recent legislation and regulations have eliminated most of 
the traditional distinctions between banks and savings and loan 
associations. As a result, although a savings and loan 
association may not be a ''bank" as defined in Section 3(a)(2) 
of the 1933 Act and thus not an accredited investor as defined 
by Rule SOl(a)(l), there are many similarities between the 
present businesses of banks and savings and loan associations. 
We believe that the sophistication necessary for a savings and 
loan association to compete effectively with banks and other 
financial institutions further supports our view that a 
wholly-owned subsidiary of a savings and loan association 
should be accorded accredited investor status. 

In view of the foregoing, we respectfully request your 
confirmation that the staff will interpret Rule SOl(a)(S) in 
the manner we have requested. 

If you have any questions regarding this matter, please do 
not hesitate to call the undersigned or James Fleischer of our 
firm. We are available to meet with you, if a meeting will 
facilitate your consideration of our interpretative request. 

Very truly yours, 

HAMEL, PARK, McCABE & SAUNDERS 

Edward B. Crosland, J r u  

EBC : mmp 


