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after the date of receipt of the notice if 
the Reserve Bank or the Board has not 
objected to the proposal during that 
time. 

(d) Application required upon objection. 
The Reserve Bank or the Board may 
object to a proposal during the notice 
period by providing the bank holding 
company with a written explanation of 
the reasons for the objection. In such 
case, the bank holding company may 
file an application for prior approval of 
the proposal pursuant to § 225.15 of this 
subpart.

Subpart C—Nonbanking Activities 
and Acquisitions by Bank 
Holding Companies

SOURCE: Reg. Y, 62 FR 9329, Feb. 28, 1997, 
unless otherwise noted.

§ 225.21 Prohibited nonbanking activi-
ties and acquisitions; exempt bank 
holding companies. 

(a) Prohibited nonbanking activities 
and acquisitions. Except as provided in 
§ 225.22 of this subpart, a bank holding 
company or a subsidiary may not en-
gage in, or acquire or control, directly 
or indirectly, voting securities or as-
sets of a company engaged in, any ac-
tivity other than: 

(1) Banking or managing or control-
ling banks and other subsidiaries au-
thorized under the BHC Act; and 

(2) An activity that the Board deter-
mines to be so closely related to bank-
ing, or managing or controlling banks 
as to be a proper incident thereto, in-
cluding any incidental activities that 
are necessary to carry on such an ac-
tivity, if the bank holding company 
has obtained the prior approval of the 
Board for that activity in accordance 
with the requirements of this regula-
tion. 

(b) Exempt bank holding companies. 
The following bank holding companies 
are exempt from the provisions of this 
subpart: 

(1) Family-owned companies. Any com-
pany that is a ‘‘company covered in 
1970’’ (as defined in section 2(b) of the 
BHC Act), more than 85 percent of the 
voting securities of which was collec-
tively owned on June 30, 1968, and con-
tinuously thereafter, by members of 
the same family (or their spouses) who 

are lineal descendants of common an-
cestors. 

(2) Labor, agricultural, and horti-
cultural organizations. Any company 
that was on January 4, 1977, both a 
bank holding company and a labor, ag-
ricultural, or horticultural organiza-
tion exempt from taxation under sec-
tion 501 of the Internal Revenue Code 
(26 U.S.C. 501(c)). 

(3) Companies granted hardship exemp-
tion. Any bank holding company that 
has controlled only one bank since be-
fore July 1, 1968, and that has been 
granted an exemption by the Board 
under section 4(d) of the BHC Act, sub-
ject to any conditions imposed by the 
Board. 

(4) Companies granted exemption on 
other grounds. Any company that ac-
quired control of a bank before Decem-
ber 10, 1982, without the Board’s prior 
approval under section 3 of the BHC 
Act, on the basis of a narrow interpre-
tation of the term demand deposit or 
commercial loan, if the Board has deter-
mined that: 

(i) Coverage of the company as a 
bank holding company under this sub-
part would be unfair or represent an 
unreasonable hardship; and 

(ii) Exclusion of the company from 
coverage under this part is consistent 
with the purposes of the BHC Act and 
section 106 of the Bank Holding Com-
pany Act Amendments of 1970 (12 
U.S.C. 1971, 1972(1)). The provisions of 
§ 225.4 of subpart A of this part do not 
apply to a company exempt under this 
paragraph.

§ 225.22 Exempt nonbanking activities 
and acquisitions. 

(a) Certain de novo activities. A bank 
holding company may, either directly 
or indirectly, engage de novo in any 
nonbanking activity listed in § 225.28(b) 
(other than operation of an insured de-
pository institution) without obtaining 
the Board’s prior approval if the bank 
holding company: 

(1) Meets the requirements of para-
graphs (c) (1), (2), and (6) of § 225.23; 

(2) Conducts the activity in compli-
ance with all Board orders and regula-
tions governing the activity; and 

(3) Within 10 business days after com-
mencing the activity, provides written 
notice to the appropriate Reserve Bank 
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describing the activity, identifying the 
company or companies engaged in the 
activity, and certifying that the activ-
ity will be conducted in accordance 
with the Board’s orders and regulations 
and that the bank holding company 
meets the requirements of paragraphs 
(c) (1), (2), and (6) of § 225.23. 

(b) Servicing activities. A bank holding 
company may, without the Board’s 
prior approval under this subpart, fur-
nish services to or perform services for, 
or establish or acquire a company that 
engages solely in servicing activities 
for: 

(1) The bank holding company or its 
subsidiaries in connection with their 
activities as authorized by law, includ-
ing services that are necessary to ful-
fill commitments entered into by the 
subsidiaries with third parties, if the 
bank holding company or servicing 
company complies with the Board’s 
published interpretations and does not 
act as principal in dealing with third 
parties; and 

(2) The internal operations of the 
bank holding company or its subsidi-
aries. Services for the internal oper-
ations of the bank holding company or 
its subsidiaries include, but are not 
limited to: 

(i) Accounting, auditing, and apprais-
ing; 

(ii) Advertising and public relations; 
(iii) Data processing and data trans-

mission services, data bases, or facili-
ties; 

(iv) Personnel services; 
(v) Courier services; 
(vi) Holding or operating property 

used wholly or substantially by a sub-
sidiary in its operations or for its fu-
ture use; 

(vii) Liquidating property acquired 
from a subsidiary; 

(viii) Liquidating property acquired 
from any sources either prior to May 9, 
1956, or the date on which the company 
became a bank holding company, 
whichever is later; and 

(ix) Selling, purchasing, or under-
writing insurance, such as blanket 
bond insurance, group insurance for 
employees, and property and casualty 
insurance. 

(c) Safe deposit business. A bank hold-
ing company or nonbank subsidiary 
may, without the Board’s prior ap-

proval, conduct a safe deposit business, 
or acquire voting securities of a com-
pany that conducts such a business. 

(d) Nonbanking acquisitions not requir-
ing prior Board approval. The Board’s 
prior approval is not required under 
this subpart for the following acquisi-
tions: 

(1) DPC acquisitions. (i) Voting securi-
ties or assets, acquired by foreclosure 
or otherwise, in the ordinary course of 
collecting a debt previously contracted 
(DPC property) in good faith, if the 
DPC property is divested within two 
years of acquisition. 

(ii) The Board may, upon request, ex-
tend this two-year period for up to 
three additional years. The Board may 
permit additional extensions for up to 5 
years (for a total of 10 years), for 
shares, real estate or other assets 
where the holding company dem-
onstrates that each extension would 
not be detrimental to the public inter-
est and either the bank holding com-
pany has made good faith attempts to 
dispose of such shares, real estate or 
other assets or disposal of the shares, 
real estate or other assets during the 
initial period would have been detri-
mental to the company. 

(iii) Transfers of DPC property with-
in the bank holding company system 
do not extend any period for divesti-
ture of the property. 

(2) Securities or assets required to be di-
vested by subsidiary. Voting securities 
or assets required to be divested by a 
subsidiary at the request of an exam-
ining federal or state authority (except 
by the Board under the BHC Act or this 
regulation), if the bank holding com-
pany divests the securities or assets 
within two years from the date ac-
quired from the subsidiary. 

(3) Fiduciary investments. Voting secu-
rities or assets acquired by a bank or 
other company (other than a trust that 
is a company) in good faith in a fidu-
ciary capacity, if the voting securities 
or assets are: 

(i) Held in the ordinary course of 
business; and 

(ii) Not acquired for the benefit of 
the company or its shareholders, em-
ployees, or subsidiaries. 

(4) Securities eligible for investment by 
national bank. Voting securities of the 
kinds and amounts explicitly eligible 
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by federal statute (other than section 4 
of the Bank Service Corporation Act, 
12 U.S.C. 1864) for investment by a na-
tional bank, and voting securities ac-
quired prior to June 30, 1971, in reliance 
on section 4(c)(5) of the BHC Act and 
interpretations of the Comptroller of 
the Currency under section 5136 of the 
Revised Statutes (12 U.S.C. 24(7)). 

(5) Securities or property representing 5 
percent or less of a company. Voting se-
curities of a company or property that, 
in the aggregate, represent 5 percent or 
less of the outstanding shares of any 
class of voting securities of a company, 
or that represent a 5 percent interest 
or less in the property, subject to the 
provisions of 12 CFR 225.137. 

(6) Securities of investment company. 
Voting securities of an investment 
company that is solely engaged in in-
vesting in securities and that does not 
own or control more than 5 percent of 
the outstanding shares of any class of 
voting securities of any company. 

(7) Assets acquired in ordinary course of 
business. Assets of a company acquired 
in the ordinary course of business, sub-
ject to the provisions of 12 CFR 225.132, 
if the assets relate to activities in 
which the acquiring company has pre-
viously received Board approval under 
this regulation to engage. 

(8) Asset acquisitions by lending com-
pany or industrial bank. Assets of an of-
fice(s) of a company, all or substan-
tially all of which relate to making, 
acquiring, or servicing loans if: 

(i) The acquiring company has pre-
viously received Board approval under 
this regulation or is not required to ob-
tain prior Board approval under this 
regulation to engage in lending activi-
ties or industrial banking activities; 

(ii) The assets acquired during any 
12-month period do not represent more 
than 50 percent of the risk-weighted as-
sets (on a consolidated basis) of the ac-
quiring lending company or industrial 
bank, or more than $100 million, which-
ever amount is less; 

(iii) The assets acquired do not rep-
resent more than 50 percent of the sell-
ing company’s consolidated assets that 
are devoted to lending activities or in-
dustrial banking business; 

(iv) The acquiring company notifies 
the Reserve Bank of the acquisition 

within 30 days after the acquisition; 
and 

(v) The acquiring company, after giv-
ing effect to the transaction, meets the 
Board’s Capital Adequacy Guidelines 
(Appendix A of this part), and the 
Board has not previously notified the 
acquiring company that it may not ac-
quire assets under the exemption in 
this paragraph. 

(e) Acquisition of securities by sub-
sidiary banks—(1) National bank. A na-
tional bank or its subsidiary may, 
without the Board’s approval under 
this subpart, acquire or retain securi-
ties on the basis of section 4(c)(5) of the 
BHC Act in accordance with the regu-
lations of the Comptroller of the Cur-
rency. 

(2) State bank. A state-chartered bank 
or its subsidiary may, insofar as fed-
eral law is concerned, and without the 
Board’s prior approval under this sub-
part: 

(i) Acquire or retain securities, on 
the basis of section 4(c)(5) of the BHC 
Act, of the kinds and amounts explic-
itly eligible by federal statute for in-
vestment by a national bank; or 

(ii) Acquire or retain all (but, except 
for directors’ qualifying shares, not 
less than all) of the securities of a com-
pany that engages solely in activities 
in which the parent bank may engage, 
at locations at which the bank may en-
gage in the activity, and subject to the 
same limitations as if the bank were 
engaging in the activity directly. 

(f) Activities and securities of new bank 
holding companies. A company that be-
comes a bank holding company may, 
for a period of two years, engage in 
nonbanking activities and control vot-
ing securities or assets of a nonbank 
subsidiary, if the bank holding com-
pany engaged in such activities or con-
trolled such voting securities or assets 
on the date it became a bank holding 
company. The Board may grant re-
quests for up to three one-year exten-
sions of the two-year period. 

(g) Grandfathered activities and securi-
ties. Unless the Board orders divesti-
ture or termination under section 
4(a)(2) of the BHC Act, a ‘‘company 
covered in 1970,’’ as defined in section 
2(b) of the BHC Act, may: 

(1) Retain voting securities or assets 
and engage in activities that it has 
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1 A bank holding company may acquire 
voting securities or assets of a savings asso-
ciation or other insured depository institu-
tion that is not a bank by using the proce-
dures in § 225.14 of subpart B if the bank hold-
ing company and the proposal qualify under 
that section as if the savings association or 
other institution were a bank for purposes of 
that section.

lawfully held or engaged in continu-
ously since June 30, 1968; and 

(2) Acquire voting securities of any 
newly formed company to engage in 
such activities. 

(h) Securities or activities exempt under 
Regulation K. A bank holding company 
may acquire voting securities or assets 
and engage in activities as authorized 
in Regulation K (12 CFR part 211).

§ 225.23 Expedited action for certain 
nonbanking proposals by well-run 
bank holding companies. 

(a) Filing of notice—(1) Information re-
quired. A bank holding company that 
meets the requirements of paragraph 
(c) of this section may satisfy the no-
tice requirement of this subpart in con-
nection with the acquisition of voting 
securities or assets of a company en-
gaged in nonbanking activities that 
the Board has permitted by order or 
regulation (other than an insured de-
pository institution),1 or a proposal to 
engage de novo, either directly or indi-
rectly, in a nonbanking activity that 
the Board has permitted by order or by 
regulation, by providing the appro-
priate Reserve Bank with a written no-
tice containing the following:

(i) A certification that all of the cri-
teria in paragraph (c) of this section 
are met; 

(ii) A description of the transaction 
that includes identification of the com-
panies involved in the transaction, the 
activities to be conducted, and a com-
mitment to conduct the proposed ac-
tivities in conformity with the Board’s 
regulations and orders governing the 
conduct of the proposed activity; 

(iii) If the proposal involves an acqui-
sition of a going concern: 

(A) If the bank holding company has 
consolidated assets of $150 million or 
more, an abbreviated consolidated pro 
forma balance sheet for the acquiring 
bank holding company as of the most 
recent quarter showing credit and debit 

adjustments that reflect the proposed 
transaction, consolidated pro forma 
risk-based capital ratios for the acquir-
ing bank holding company as of the 
most recent quarter, a description of 
the purchase price and the terms and 
sources of funding for the transaction, 
and the total revenue and net income 
of the company to be acquired; 

(B) If the bank holding company has 
consolidated assets of less than $150 
million, a pro forma parent-only bal-
ance sheet as of the most recent quar-
ter showing credit and debit adjust-
ments that reflect the proposed trans-
action, a description of the purchase 
price and the terms and sources of 
funding for the transaction and the 
sources and schedule for retiring any 
debt incurred in the transaction, and 
the total assets, off-balance sheet 
items, revenue and net income of the 
company to be acquired; 

(C) For each insured depository insti-
tution whose Tier 1 capital, total cap-
ital, total assets or risk-weighted as-
sets change as a result of the trans-
action, the total risk-weighted assets, 
total assets, Tier 1 capital and total 
capital of the institution on a pro forma 
basis; 

(iv) Identification of the geographic 
markets in which competition would be 
affected by the proposal, a description 
of the effect of the proposal on com-
petition in the relevant markets, a list 
of the major competitors in that mar-
ket in the proposed activity if the af-
fected market is local in nature, and, if 
requested, the market indexes for the 
relevant market; and 

(v) A description of the public bene-
fits that can reasonably be expected to 
result from the transaction. 

(2) Waiver of unnecessary information. 
The Reserve Bank may reduce the in-
formation requirements in paragraphs 
(a)(1) (iii) and (iv) of this section as ap-
propriate. 

(b)(1) Action on proposals under this 
section. The Board or the appropriate 
Reserve Bank shall act on a proposal 
submitted under this section, or notify 
the bank holding company that the 
transaction is subject to the procedure 
in § 225.24, within 12 business days fol-
lowing the filing of all of the informa-
tion required in paragraph (a) of this 
section. 

VerDate jul<14>2003 00:10 Jan 18, 2004 Jkt 203036 PO 00000 Frm 00105 Fmt 8010 Sfmt 8010 Y:\SGML\203036T.XXX 203036T


