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5 For a banking organization with consoli-
dated assets, on a pro forma basis, of less than 
$150 million (other than a banking organiza-
tion that will control a de novo bank), this 
requirement is satisfied if the proposal com-
plies with the Board’s policy statement on 
small bank holding companies (Appendix C 
of this part).

(5) At the time of the reorganization, 
neither the bank nor any of its officers, 
directors, or principal shareholders is 
involved in any unresolved supervisory 
or enforcement matters with any ap-
propriate federal banking agency; 

(6) The company demonstrates that 
any debt that it incurs at the time of 
the reorganization, and the proposed 
means of retiring this debt, will not 
place undue burden on the holding 
company or its subsidiary on a pro 
forma basis; 5

(7) The holding company will not, as 
a result of the reorganization, acquire 
control of any additional bank or en-
gage in any activities other than those 
of managing and controlling banks; 
and 

(8) During this period, neither the ap-
propriate Reserve Bank nor the Board 
objected to the proposal or required the 
filing of an application under § 225.15 of 
this subpart. 

(b) Contents of notice. A notice filed 
under this paragraph shall include: 

(1) Certification by the notificant’s 
board of directors that the require-
ments of 12 U.S.C. 1842(a)(C) and this 
section are met by the proposal; 

(2) A list identifying all principal 
shareholders of the bank prior to the 
reorganization and of the holding com-
pany following the reorganization, and 
specifying the percentage of shares 
held by each principal shareholder in 
the bank and proposed to be held in the 
new holding company; 

(3) A description of the resulting 
management of the proposed bank 
holding company and its subsidiary 
bank, including: 

(i) Biographical information regard-
ing any senior officers and directors of 
the resulting bank holding company 
who were not senior officers or direc-
tors of the bank prior to the reorga-
nization; and 

(ii) A detailed history of the involve-
ment of any officer, director, or prin-
cipal shareholder of the resulting bank 

holding company in any administrative 
or criminal proceeding; and 

(4) Pro forma financial statements for 
the holding company, and a description 
of the amount, source, and terms of 
debt, if any, that the bank holding 
company proposes to incur, and infor-
mation regarding the sources and tim-
ing for debt service and retirement. 

(c) Acknowledgment of notice. Within 7 
calendar days following receipt of a no-
tice under this section, the Reserve 
Bank shall provide the notificant with 
a written acknowledgment of receipt of 
the notice. This written acknowledg-
ment shall indicate that the trans-
action described in the notice may be 
consummated on the 30th calendar day 
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
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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 
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;
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