
90 

12 CFR Ch. II (1–1–05 Edition) § 225.3 

that are not well managed or have not 
been examined shall be considered to 
be well managed if the Board deter-
mines, after a review of the managerial 
and other resources of the resulting de-
pository institution and after con-
sulting with the appropriate Federal 
and state banking agencies for the in-
stitutions involved in the merger, as 
applicable, that the resulting institu-
tion is well managed. 

(3) Foreign banking organizations. Ex-
cept as otherwise provided in this part, 
a foreign banking organization is con-
sidered well managed if the combined 
operations of the foreign banking orga-
nization in the United States have re-
ceived at least a satisfactory com-
posite rating at the most recent annual 
assessment. 

(t) Depository institution. For purposes 
of this part, the term ‘‘depository in-
stitution’’ has the same meaning as in 
section 3(c) of the Federal Deposit In-
surance Act (12 U.S.C. 1813(c)). 

[Reg. Y, 62 FR 9319, Feb. 28, 1997, as amended 
at 65 FR 3791, Jan. 25, 2000; 65 FR 15055, Mar. 
21, 2000; 66 FR 414, Jan. 3, 2001] 

§ 225.3 Administration. 
(a) Delegation of authority. Designated 

Board members and officers and the 
Federal Reserve Banks are authorized 
by the Board to exercise various func-
tions prescribed in this regulation and 
in the Board’s Rules Regarding Delega-
tion of Authority (12 CFR part 265) and 
the Board’s Rules of Procedure (12 CFR 
part 262). 

(b) Appropriate Federal Reserve Bank. 
In administering this regulation, un-
less a different Federal Reserve Bank is 
designated by the Board, the appro-
priate Federal Reserve Bank is as fol-
lows: 

(1) For a bank holding company (or a 
company applying to become a bank 
holding company): the Reserve Bank of 
the Federal Reserve district in which 
the company’s banking operations are 
principally conducted, as measured by 
total domestic deposits in its sub-
sidiary banks on the date it became (or 
will become) a bank holding company; 

(2) For a foreign banking organiza-
tion that has no subsidiary bank and is 
not subject to paragraph (b)(1) of this 
section: the Reserve Bank of the Fed-
eral Reserve district in which the total 

assets of the organization’s United 
States branches, agencies, and com-
mercial lending companies are the 
largest as of the later of January 1, 
1980, or the date it becomes a foreign 
banking organization; 

(3) For an individual or company sub-
mitting a notice under subpart E of 
this part: The Reserve Bank of the Fed-
eral Reserve district in which the 
banking operations of the bank holding 
company or state member bank to be 
acquired are principally conducted, as 
measured by total domestic deposits on 
the date the notice is filed. 

§ 225.4 Corporate practices. 
(a) Bank holding company policy and 

operations. (1) A bank holding company 
shall serve as a source of financial and 
managerial strength to its subsidiary 
banks and shall not conduct its oper-
ations in an unsafe or unsound manner. 

(2) Whenever the Board believes an 
activity of a bank holding company or 
control of a nonbank subsidiary (other 
than a nonbank subsidiary of a bank) 
constitutes a serious risk to the finan-
cial safety, soundness, or stability of a 
subsidiary bank of the bank holding 
company and is inconsistent with 
sound banking principles or the pur-
poses of the BHC Act or the Financial 
Institutions Supervisory Act of 1966, as 
amended (12 U.S.C. 1818(b) et seq.), the 
Board may require the bank holding 
company to terminate the activity or 
to terminate control of the subsidiary, 
as provided in section 5(e) of the BHC 
Act. 

(b) Purchase or redemption by bank 
holding company of its own securities—(1) 
Filing notice. Except as provided in 
paragraph (b)(6) of this section, a bank 
holding company shall give the Board 
prior written notice before purchasing 
or redeeming its equity securities if 
the gross consideration for the pur-
chase or redemption, when aggregated 
with the net consideration paid by the 
company for all such purchases or re-
demptions during the preceding 12 
months, is equal to 10 percent or more 
of the company’s consolidated net 
worth. For the purposes of this section, 
‘‘net consideration’’ is the gross con-
sideration paid by the company for all 
of its equity securities purchased or re-
deemed during the period minus the 
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gross consideration received for all of 
its equity securities sold during the pe-
riod. 

(2) Contents of notice. Any notice 
under this section shall be filed with 
the appropriate Reserve Bank and shall 
contain the following information: 

(i) The purpose of the transaction, a 
description of the securities to be pur-
chased or redeemed, the total number 
of each class outstanding, the gross 
consideration to be paid, and the terms 
and sources of funding for the trans-
action; 

(ii) A description of all equity securi-
ties redeemed within the preceding 12 
months, the net consideration paid, 
and the terms of any debt incurred in 
connection with those transactions; 
and 

(iii) (A) If the bank holding company 
has consolidated assets of $150 million 
or more, consolidated pro forma risk- 
based capital and leverage ratio cal-
culations for the bank holding com-
pany as of the most recent quarter, 
and, if the redemption is to be debt 
funded, a parent-only pro forma balance 
sheet as of the most recent quarter; or 

(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, and, if the redemption is to be debt 
funded, one-year income statement and 
cash flow projections. 

(3) Acting on notice. Within 15 cal-
endar days of receipt of a notice under 
this section, the appropriate Reserve 
Bank shall either approve the trans-
action proposed in the notice or refer 
the notice to the Board for decision. If 
the notice is referred to the Board for 
decision, the Board shall act on the no-
tice within 30 calendar days after the 
Reserve Bank receives the notice. 

(4) Factors considered in acting on no-
tice. (i) The Board may disapprove a 
proposed purchase or redemption if it 
finds that the proposal would con-
stitute an unsafe or unsound practice, 
or would violate any law, regulation, 
Board order, directive, or any condi-
tion imposed by, or written agreement 
with, the Board. 

(ii) In determining whether a pro-
posal constitutes an unsafe or unsound 
practice, the Board shall consider 
whether the bank holding company’s 

financial condition, after giving effect 
to the proposed purchase or redemp-
tion, meets the financial standards ap-
plied by the Board under section 3 of 
the BHC Act, including the Board’s 
Capital Adequacy Guidelines (Appendix 
A of this part) and the Board’s Policy 
Statement for Small Bank Holding 
Companies (Appendix C of this part). 

(5) Disapproval and hearing. (i) The 
Board shall notify the bank holding 
company in writing of the reasons for a 
decision to disapprove any proposed 
purchase or redemption. Within 10 cal-
endar days of receipt of a notice of dis-
approval by the Board, the bank hold-
ing company may submit a written re-
quest for a hearing. 

(ii) The Board shall order a hearing 
within 10 calendar days of receipt of 
the request if it finds that material 
facts are in dispute, or if it otherwise 
appears appropriate. Any hearing con-
ducted under this paragraph shall be 
held in accordance with the Board’s 
Rules of Practice for Formal Hearings 
(12 CFR part 263). 

(iii) At the conclusion of the hearing, 
the Board shall by order approve or dis-
approve the proposed purchase or re-
demption on the basis of the record of 
the hearing. 

(6) Exception for well-capitalized bank 
holding companies. A bank holding com-
pany is not required to obtain prior 
Board approval for the redemption or 
purchase of its equity securities under 
this section provided: 

(i) Both before and immediately after 
the redemption, the bank holding com-
pany is well-capitalized; 

(ii) The bank holding company is 
well-managed; and 

(iii) The bank holding company is not 
the subject of any unresolved super-
visory issues. 

(c) Deposit insurance. Every bank that 
is a bank holding company or a sub-
sidiary of a bank holding company 
shall obtain Federal Deposit Insurance 
and shall remain an insured bank as de-
fined in section 3(h) of the Federal De-
posit Insurance Act (12 U.S.C. 1813(h)). 

(d) Acting as transfer agent or clearing 
agent. A bank holding company or any 
nonbanking subsidiary that is a 
‘‘bank,’’ as defined in section 3(a)(6) of 
the Securities Exchange Act of 1934 (15 
U.S.C. 78c(a)(6)), and that is a transfer 
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agent of securities, a clearing agency, 
or a participant in a clearing agency 
(as those terms are defined in section 
3(a) of the Securities Exchange Act (15 
U.S.C. 78c(a)), shall be subject to 
§§ 208.31–208.33 of the Board’s Regula-
tion H (12 CFR 208.31–208.33) as if it 
were a state member bank. 

(e) Reporting requirement for credit se-
cured by certain bank holding company 
stock. Each executive officer or director 
of a bank holding company the shares 
of which are not publicly traded shall 
report annually to the board of direc-
tors of the bank holding company the 
outstanding amount of any credit that 
was extended to the executive officer 
or director and that is secured by 
shares of the bank holding company. 
For purposes of this paragraph, the 
terms ‘‘executive officer’’ and ‘‘direc-
tor’’ shall have the meaning given in 
§ 215.2 of Regulation O (12 CFR 215.2). 

(f) Suspicious activity report. A bank 
holding company or any nonbank sub-
sidiary thereof, or a foreign bank that 
is subject to the BHC Act or any 
nonbank subsidiary of such foreign 
bank operating in the United States, 
shall file a suspicious activity report in 
accordance with the provisions of 
§ 208.62 of the Board’s Regulation H (12 
CFR 208.62). 

(g) Requirements for financial holding 
companies engaged in securities under-
writing, dealing, or market-making activi-
ties. (1) Any intra-day extension of 
credit by a bank or thrift, or U.S. 
branch or agency of a foreign bank to 
an affiliated company engaged in un-
derwriting, dealing in, or making a 
market in securities pursuant to sec-
tion 4(k)(4)(E) of the Bank Holding 
Company Act (12 U.S.C. 1843(k)(4)(E)) 
must be on market terms consistent 
with section 23B of the Federal Reserve 
Act. (12 U.S.C. 371c–1). 

(2) A foreign bank that is or is treat-
ed as a financial holding company 
under this part shall ensure that: 

(i) Any extension of credit by any 
U.S. branch or agency of such foreign 
bank to an affiliated company engaged 
in underwriting, dealing in, or making 
a market in securities pursuant to sec-
tion 4(k)(4)(E) of the Bank Holding 
Company Act (12 U.S.C. 1843(k)(4)(E)), 
conforms to sections 23A and 23B of the 
Federal Reserve Act (12 U.S.C. 371c and 

371c–1) as if the branch or agency were 
a member bank; 

(ii) Any purchase by any U.S. branch 
or agency of such foreign bank, as prin-
cipal or fiduciary, of securities for 
which a securities affiliate described in 
paragraph (g)(2)(i) of this section is a 
principal underwriter conforms to sec-
tions 23A and 23B of the Federal Re-
serve Act (12 U.S.C. 371c and 371c–1) as 
if the branch or agency were a member 
bank; and 

(iii) Its U.S. branches and agencies 
not advertise or suggest that they are 
responsible for the obligations of a se-
curities affiliate described in para-
graph (g)(2)(i) of this section, con-
sistent with section 23B(c) of the Fed-
eral Reserve Act (12 U.S.C. 371c–1(c)) as 
if the branches or agencies were mem-
ber banks. 

(h) Protection of nonpublic personal in-
formation. A bank holding company, in-
cluding a bank holding company that 
is a financial holding company, shall 
comply with the Interagency Guide-
lines Establishing Standards for Safe-
guarding Customer Information, as set 
forth in appendix F of this part, pre-
scribed pursuant to sections 501 and 505 
of the Gramm-Leach-Bliley Act (15 
U.S.C. 6801 and 6805). 

[Reg. Y, 62 FR 9319, Feb. 28, 1997, as amended 
at 63 FR 58621, Nov. 2, 1998; 65 FR 14442, Mar. 
17, 2000; 66 FR 8636, Feb. 1, 2001] 

EFFECTIVE DATE NOTE: At 69 FR 77618, Dec. 
28, 2004, § 225.4 was amended by revising para-
graph (h), effective July 1, 2005. For the con-
venience of the user the revised text is set 
forth as follows: 

§ 225.4 Corporate practices. 

* * * * * 

(h) Protection of customer information and 
consumer information. A bank holding com-
pany shall comply with the Interagency 
Guidelines Establishing Information Secu-
rity Standards, as set forth in appendix F of 
this part, prescribed pursuant to sections 501 
and 505 of the Gramm-Leach-Bliley Act (15 
U.S.C. 6801 and 6805). A bank holding com-
pany shall properly dispose of consumer in-
formation in accordance with the rules set 
forth at 16 CFR part 682. 

* * * * * 
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