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(A) At least a satisfactory composite
rating; and

(B) At least a satisfactory rating for
management; or

(ii) In the case of a depository insti-
tution that has not received an exam-
ination rating, the Board has deter-
mined, after a review of managerial
and other resources of the depository
institution and after consulting the ap-
propriate Federal banking agency for
the institution, that the institution is
well managed.

(2) Merged institutions. A depository
institution that results from the merg-
er of two or more depository institu-
tions that are well managed shall be
considered to be well managed unless
the Board determines otherwise after
consulting with the appropriate Fed-
eral banking agency for each deposi-
tory institution involved in the merg-
er.

(d) Requirements for foreign banks that
are or are owned by bank holding compa-
nies—(1) Foreign banks with U.S.
branches or agencies. A foreign bank
that is a bank holding company and
that operates a branch or agency or
owns or controls a commercial lending
company in the United States must
comply with the requirements of this
section, § 225.82 and §§ 225.90 through
225.93 in order to be a financial holding
company.

(2) Bank holding companies that own
foreign banks with U.S. branches or agen-
cies. A bank holding company that
owns a foreign bank that operates a
branch or agency or owns or controls a
commercial lending company in the
United States must comply with the
requirements of this section and
§ 225.82, and the foreign bank must
comply with §§ 225.90 through 225.93 in
order for the company to be a financial
holding company.

Reg. Y, 65 FR 3791, Jan. 25, 2000, as amended
at 65 FR 15055, Mar. 21, 2000]

§ 225.82 How does a company elect to
become a financial holding com-
pany?

(a) Filing requirement. A bank holding
company may elect to become a finan-
cial holding company by filing a writ-
ten declaration with the appropriate
Federal Reserve Bank.

(b) Contents of declaration. The dec-
laration must:

(1) State that the bank holding com-
pany elects to be a financial holding
company;

(2) Provide the name and head office
address of the company and of each de-
pository institution controlled by the
company;

(3) Certify that all depository institu-
tions controlled by the company are
well capitalized as of the date the com-
pany files its election;

(4) Provide the capital ratios for all
relevant capital measures (as defined
in section 38 of the Federal Deposit In-
surance Act) as of the close of the pre-
vious quarter for each depository insti-
tution controlled by the company on
the date the company files its election;
and

(5) Certify that all depository institu-
tions controlled by the company are
well managed as of the date the com-
pany files its election.

(c) Under what circumstances will the
Board find an election to be ineffective?
An election to become a financial hold-
ing company shall not be effective if,
during the period provided in para-
graph (f) of this section, the Board
finds that as of the date the election is
received by the appropriate Federal
Reserve Bank:

(1) Any insured depository institu-
tion controlled by the bank holding
company (except an institution ex-
cluded under paragraph (e) of this sec-
tion) has not achieved at least a rating
of ‘‘satisfactory record of meeting com-
munity credit needs’’ under the Com-
munity Reinvestment Act at the insti-
tution’s most recent examination; or

(2) Any depository institution con-
trolled by the bank holding company is
not both well capitalized and well man-
aged.

(d) May the Board impose supervisory
limits on financial holding companies?
The Board may, in the exercise of its
supervisory authority, restrict or limit
the commencement or conduct of addi-
tional activities or acquisitions of a fi-
nancial holding company, or take other
appropriate action, if the Board finds
that the financial holding company
does not have the financial resources,
including capital resources, or manage-
rial resources to engage in activities,
make acquisitions, or retain ownership

VerDate 11<MAY>2000 01:55 Feb 09, 2001 Jkt 194035 PO 00000 Frm 00109 Fmt 8010 Sfmt 8010 Y:\SGML\194035T.XXX pfrm09 PsN: 194035T



110

12 CFR Ch. II (1–1–01 Edition)§ 225.83

of companies permitted for financial
holding companies.

(e) How is CRA performance of recently
acquired insured depository institutions
considered? An insured depository insti-
tution will be excluded for purposes of
the review of CRA ratings described in
paragraph (c)(1) of this section if:

(1) The bank holding company ac-
quired the insured depository institu-
tion during the 12-month period pre-
ceding the filing of an election under
paragraph (a) of this section;

(2) The bank holding company has
submitted an affirmative plan to the
appropriate Federal banking agency
for the institution to take actions nec-
essary for the institution to achieve at
least a rating of ‘‘satisfactory record of
meeting community credit needs’’
under the Community Reinvestment
Act at the next examination of the in-
stitution; and

(3) The appropriate Federal banking
agency for the institution has accepted
that plan.

(f) When is an election effective? (1) In
general. An election described in para-
graph (a) of this section is effective on
the 31st day after the date that the
election was received by the appro-
priate Federal Reserve Bank, unless
the Board notifies the bank holding
company prior to that time that the
election is ineffective.

(2) Earlier notification that an election
is effective. The Board or the appro-
priate Federal Reserve Bank may no-
tify a bank holding company that its
election to become a financial holding
company is effective prior to the 31st
day after the election was filed with
the appropriate Federal Reserve Bank.
Such a notification must be in writing.

§ 225.83 What are the consequences of
failing to continue to meet applica-
ble capital and management re-
quirements?

(a) Notice by the Board. If the Board
finds that any depository institution
controlled by a financial holding com-
pany ceases to be well capitalized or
well managed, the Board will notify
the company in writing that it is not in
compliance with the applicable re-
quirement(s) for a financial holding
company and identify the areas of non-
compliance.

(b) Notification by a financial holding
company required. Promptly upon be-
coming aware that any depository in-
stitution controlled by the financial
holding company has ceased to be well
capitalized or well managed, the com-
pany must notify the Board and iden-
tify the depository institution involved
and the area of noncompliance.

(c) Execution of agreement acceptable to
the Board—(1) Agreement required; time
period. Within 45 days after receiving a
notice under paragraph (a) of this sec-
tion, the company must execute an
agreement acceptable to the Board to
comply with all applicable capital and
management requirements.

(2) Extension of time for executing
agreement. Upon request by a company,
the Board may extend the 45-day period
under paragraph (c)(1) of this section if
the Board determines that granting ad-
ditional time is appropriate under the
circumstances. A request by a company
for additional time must include an ex-
planation of why an extension is nec-
essary.

(3) Agreement requirements. An agree-
ment required by paragraph (c)(1) of
this section to correct a capital or
management deficiency must:

(i) Explain the specific actions that
the company will take to correct all
areas of noncompliance;

(ii) Provide a schedule within which
each action will be taken;

(iii) Provide any other information
that the Board may require; and

(iv) Be acceptable to the Board.
(d) Limitations during period of non-

compliance. Until the Board determines
that a company has corrected the con-
ditions described in a notice under
paragraph (a) of this section:

(1) The Board may impose any limi-
tations or conditions on the conduct or
activities of the company or any of its
affiliates as the Board finds to be ap-
propriate and consistent with the pur-
poses of the Bank Holding Company
Act; and

(2) The company and its affiliates
may not engage in any additional ac-
tivity or acquire control or shares of
any company under section 4(k) of the
Bank Holding Company Act without
prior approval from the Board.
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