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these transactions promptly after commencement of an insolvency proceeding with
respect to the Affiliated Broker-Dealer."*

Bank would continue to be subject to the market-terms requirement of
section 23B of the Federal Reserve Act in its securities-borrowing transactions
with affiliates. Section 23B requires that these transactions be on terms that are
substantially the same, or at least as favorable to the bank, as those prevailing at
the time for comparable transactions with unaffiliated companies."

Granting the exemption would have public benefits. The exemption
would reduce the cost of securities-borrowing transactions for Bank and would,
therefore, make Bank more competitive when pricing equity derivative and other
transactions for customers.

Conclusion

In light of these considerations and all the facts presented, the request
appears to be consistent with safe and sound banking practices and the purposes of
section 23A. Accordingly, the Board hereby grants the requested exemption,
subject to the conditions and limits discussed above. This exemption also is
available to Wachovia’s other subsidiary banks, subject to the condition that those
transactions are on the same terms as those between Bank and the Affiliated
Broker-Dealers, including the terms and conditions outlined in this letter.

This determination is specifically conditioned on compliance by
Wachovia and Bank with all the commitments and representations made to the
Board in connection with the exemption request. These commitments and
representations are deemed to be conditions imposed in writing by the Board in
connection with granting the request and, as such, may be enforced in proceedings
under applicable law. This determination is based on the specific facts and

" If a securities-borrowing transaction between Bank and an Affiliated Broker-
Dealer qualifies as a securities contract under the Bankruptcy Code, Bank’s ability
to liquidate the transaction in the event of the bankruptcy of the Affiliated Broker-
Dealer generally cannot be stayed, avoided, or otherwise limited by operation of
any provision of the Bankruptcy Code. See, e.g., 11 U.S.C. § 555.

1 See 12 U.S.C. § 371c-1(a)(1).
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circumstances of the securities-borrowing transactions described in your
correspondence and in this letter. Any material change in those facts and
circumstances or any failure by Wachovia or Bank to observe any of its
commitments or representations may result in a different view or in a revocation of

the exemption.
Very truly yours,

[ A4V Tee

Robert deV. Frierson
Deputy Secretary of the Board

cc: Federal Reserve Bank of Richmond
Office of the Comptroller of the Currency





