§225.85

§225.85 Is notice to or approval from
the Board required prior to engag-
ing in a financial activity?

(a) No prior approval required gen-
erally—(1) In general. A financial hold-
ing company and any subsidiary (other
than a depository institution or sub-
sidiary of a depository institution) of
the financial holding company may en-
gage in any activity listed in §225.86, or
acquire control or shares of a company
engaged exclusively in any activity
listed in §225.86, without providing
prior notice to or obtaining prior ap-
proval from the Board unless required
under paragraph (c) of this section.

(2) May a financial holding company
acquire a company engaged in other per-
missible activities? In addition to the ac-
tivities listed in §225.86, a company ac-
quired or to be acquired by a financial
holding company under paragraph
(a)(1) of this section may engage in ac-
tivities otherwise permissible for a fi-
nancial holding company under this
part in accordance with any applicable
notice, approval, or other requirement.

3) May a financial holding company
acquire a financial company engaged in
limited nonfinancial activities? A finan-
cial holding company may control or
acquire more than 5 percent of the vot-
ing shares of a company that is not en-
gaged exclusively in activities that are
financial in nature or incidental to a
financial activity or otherwise permis-
sible for a financial holding company
if:

(i) Substantially all of the activities
conducted by the company are finan-
cial in nature, incidental to a financial
activity, or otherwise permissible for
the financial holding company;

(ii) As part of the notice provided
under §225.87, the financial holding
company commits to the Board to ter-
minate or divest all activities that are
not financial in nature or incidental to
a financial activity or otherwise per-
missible for the financial holding com-
pany and the financial holding com-
pany completes that termination or di-
vestiture within 2 years of the date the
financial holding company acquires the
company; and

(iii) Following the acquisition of the
company by the financial holding com-
pany, the company does not engage in
or acquire shares of any company en-
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gaged in any activity that is not per-
missible for the financial holding com-
pany.

(b) In what locations may a financial
holding company conduct financial activi-
ties? A financial holding company may
conduct any activity listed in §225.86 at
any location in the United States or at
any location outside of the United
States subject to the laws of the juris-
diction in which the activity is con-
ducted.

(c) Under what circumstances is prior
notice to the Board required? (1) Acquisi-
tion of more than 5 percent of the shares
of a savings association. A financial
holding company must obtain Board
approval in accordance with section
4(j) of the Bank Holding Company Act
(12 U.S.C. 1843(j)) and either §225.23 or
§225.24, as appropriate, prior to acquir-
ing control or more than 5 percent of
the voting shares of a savings associa-
tion.

(2) Supervisory actions. The Board
may, if appropriate in supervisory
cases, including under §225.82(d) or
§225.83(d) or other relevant authority,
require a financial holding company to
provide prior notice to or obtain prior
approval from the Board to engage in
any activity or acquire shares or con-
trol of any company.

[Reg. Y, 65 FR 14438, Mar. 17, 2000]

§225.86 What activities are permis-
sible for financial holding compa-
nies?

The following activities are financial
in nature or incidental to a financial
activity:

(a) Activities that were closely related to
banking. (1) Any activity that the
Board had determined by regulation
prior to November 12, 1999, to be so
closely related to banking as to be a
proper incident thereto, subject to the
terms and conditions contained in this
part, unless modified by the Board.
These activities are listed in §225.28.

(2) Any activity that the Board had
determined by an order that was in ef-
fect on November 12, 1999, to be so
closely related to banking as to be a
proper incident thereto, subject to the
terms and conditions contained in this
part and those in the authorizing or-
ders. These activities are:
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(i) Providing administrative and
other services to mutual funds (see,
e.g., Societe Generale, 84 Federal Reserve
Bulletin 680 (1998));

(ii) Owning shares of a securities ex-
change (J.P. Morgan & Co, Inc., and
UBS AG, 86 Federal Reserve Bulletin 61
(2000));

(iii) Acting as a certification author-
ity for digital signatures (Bayerische
Hypo-und Vereinsbank AG, et.al., 86 Fed-
eral Reserve Bulletin 56 (2000));

(iv) Providing employment histories
to third parties for use in making cred-
it decisions and to depository institu-
tions and their affiliates for use in the
ordinary course of business (Norwest
Corporation, 81 Federal Reserve Bul-
letin 732 (1995));

(v) Check cashing and wire trans-
mission services (Midland Bank, PLC,
76 Federal Reserve Bulletin 860 (1990)
(check cashing); Norwest Corporation, 81
Federal Reserve Bulletin 1130 (1995)
(money transmission));

(vi) In connection with offering bank-
ing services, providing notary public
services, selling postage stamps and
postage-paid envelopes, providing vehi-
cle registration services, and selling
public transportation tickets and to-
kens (Popular, Inc., 84 Federal Reserve
Bulletin 481 (1998)); and

(vii) Real estate title abstracting
(The First National Company, 81 Federal
Reserve Bulletin 805 (1995)).

(b) Activities that are usual in connec-
tion with the transaction of banking
abroad. Any activity that the Board
has determined by regulation in effect
on November 11, 1999, to be usual in
connection with the transaction of
banking or other financial operations
abroad (see §211.5(d) of this chapter),
subject to the terms and conditions in
part 211 and Board interpretations in
effect on that date regarding the scope
and conduct of the activity. In addition
to the activities listed in paragraphs
(a) and (c) of this section, these activi-
ties are:

(1) Providing management consulting
services, including to any person with
respect to nonfinancial matters, so
long as the management consulting
services are advisory and do not allow
the financial holding company to con-
trol the person to which the services
are provided;
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(2) Operating a travel agency in con-
nection with financial services offered
by the financial holding company or
others; and

(3) Organizing, sponsoring, and man-
aging a mutual fund, so long as:

(i) The fund does not exercise mana-
gerial control over the entities in
which the fund invests; and

(ii) The financial holding company
reduces its ownership in the fund, if
any, to less than 25 percent of the eq-
uity of the fund within one year of
sponsoring the fund or such additional
period as the Board permits.

(c) Activities permitted under section
4(k)(4) of the Bank Holding Company Act
(12 U.S.C. 1843(k)(4)). Any activity de-
fined to be financial in nature under
sections 4(k)(4)(A) through (E), (H) and
(I) of the Bank Holding Company Act
(12 U.S.C. 1843(k)(4)(A) through (E) (H)
and (D)).

[Reg. Y, 65 FR 14438, Mar. 17, 2000]

EFFECTIVE DATE NOTE: At 65 FR 80740, Dec.
22, 2000, §225.86 was amended by adding para-
graph (d), effective Jan. 22, 2001. For the con-
venience of the user, the added text is set
forth as follows:

§225.86 What activities are permissible for
financial holding companies?

* * * * *

(d) Activities determined to be financial in na-
ture or incidental to financial activities by the
Board—(1) Acting as a finder—Acting as a
finder in bringing together one or more buy-
ers and sellers of any product or service for
transactions that the parties themselves ne-
gotiate and consummate.

(i) What is the scope of finder activities? Act-
ing as a finder includes providing any or all
of the following services through any
means—

(A) Identifying potential parties, making
inquiries as to interest, introducing and re-
ferring potential parties to each other, and
arranging contacts between and meetings of
interested parties;

(B) Conveying between interested parties
expressions of interest, bids, offers, orders
and confirmations relating to a transaction;
and

(C) Transmitting information concerning
products and services to potential parties in
connection with the activities described in
paragraphs (d)(1)(i)(A) and (B) of this sec-
tion.

(ii) What are some examples of finder services?
The following are examples of the services
that may be provided by a finder when done
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in accordance with paragraphs (d)(1)(iii) and
(iv) of this section. These examples are not
exclusive.

(A) Hosting an electronic marketplace on
the financial holding company’s Internet
web site by providing hypertext or similar
links to the web sites of third party buyers
or sellers.

(B) Hosting on the financial holding com-
pany’s servers the Internet web site of—

(I) A buyer (or seller) that provides infor-
mation concerning the buyer (or seller) and
the products or services it seeks to buy (or
sell) and allows sellers (or buyers) to submit
expressions of interest, bids, offers, orders
and confirmations relating to such products
or services; or

(2) A government or government agency
that provides information concerning the
services or benefits made available by the
government or government agency, assists
persons in completing applications to receive
such services or benefits from the govern-
ment or agency, and allows persons to trans-
mit their applications for services or bene-
fits to the government or agency.

(C) Operating an Internet web site that al-
lows multiple buyers and sellers to exchange
information concerning the products and
services that they are willing to purchase or
sell, locate potential counterparties for
transactions, aggregate orders for goods or
services with those made by other parties,
and enter into transactions between them-
selves.

(D) Operating a telephone call center that
provides permissible finder services.

(iii) What limitations are applicable to a fi-
nancial holding company acting as a finder?

(A) A finder may act only as an inter-
mediary between a buyer and a seller.

(B) A finder may not bind any buyer or
seller to the terms of a specific transaction
or negotiate the terms of a specific trans-
action on behalf of a buyer or seller, except
that a finder may—

(I) Arrange for buyers to receive preferred
terms from sellers so long as the terms are
not negotiated as part of any individual
transaction, are provided generally to cus-
tomers or broad categories of customers, and
are made available by the seller (and not by
the financial holding company); and

(2) Establish rules of general applicability
governing the use and operation of the finder
service, including rules that—

(i) Govern the submission of bids and offers
by buyers and sellers that use the finder
service and the circumstances under which
the finder service will match bids and offers
submitted by buyers and sellers; and

(ii) Govern the manner in which buyers and
sellers may bind themselves to the terms of
a specific transaction.

(C) A finder may not—
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(1) Take title to or acquire or hold an own-
ership interest in any product or service of-
fered or sold through the finder service;

(2) Provide distribution services for phys-
ical products or services offered or sold
through the finder service;

(3) Own or operate any real or personal
property that is used for the purpose of man-
ufacturing, storing, transporting, or assem-
bling physical products offered or sold by
third parties; or

(4) Own or operate any real or personal
property that serves as a physical location
for the physical purchase, sale or distribu-
tion of products or services offered or sold by
third parties.

(D) A finder may not engage in any activ-
ity that would require the company to reg-
ister or obtain a license as a real estate
agent or broker under applicable law.

(iv) What disclosures are required? A finder
must distinguish the products and services
offered by the financial holding company
from those offered by a third party through
the finder service.

(2) [Reserved]

§225.87 Is notice to the Board re-
quired after engaging in a financial
activity?

(a) Post-commencement notice is gen-
erally required to engage in a financial
activity. A financial holding company
that commences an activity or ac-
quires shares of a company engaged in
an activity listed in §225.86 must notify
the appropriate Federal Reserve Bank
in writing within 30 calendar days after
commencing the activity or consum-
mating the acquisition. The notice
must describe, as relevant:

(1) The activity commenced and the
identity of each subsidiary engaged in
the activity; or

(2) The identity of the company ac-
quired and the activities conducted by
the company.

(b) Are there any cases in which notice
to the Board is not required? (1) Acquisi-
tions that do not result in control of a
company. A notice under paragraph (a)
of this section is not required to ac-
quire shares of a company if, following
the acquisition, the financial holding
company does not control the com-
pany.

(2) Conduct of certain investment activi-
ties. Except as otherwise provided in
this part or as determined by the Board
in the exercise of its supervisory au-
thority, no post-commencement notice
is required as part of the conduct by a
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