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date the financial holding company ac-
quires shares or control of the com-
pany, all activities that are not finan-
cial in nature, incidental to a financial
activity, or otherwise permissible for
the financial holding company under
section 4(c) (12 U.S.C. 1843(c))of the
BHC Act.

(ii) Definition of ‘‘substantially en-
gaged.” Unless the Board determines
otherwise, a company will be consid-
ered to be ‘‘substantially engaged’ in
activities permissible for a financial
holding company for purposes of para-
graph (a)(3)(A) of this section if at least
85 percent of the company’s consoli-
dated total annual gross revenues is de-
rived from and at least 85 percent of
the company’s consolidated total as-
sets is attributable to the conduct of
activities that are financial in nature,
incidental to a financial activity, or
otherwise permissible for a financial
holding company under section 4(c) of
the BHC Act (12 U.S.C. 1843(c)).

(b) Locations in which a financial hold-
ing company may conduct financial ac-
tivities. 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 jurisdiction in which the activity is
conducted.

(c) Circumstances under which prior
notice to the Board is required—(1) Acqui-
sition 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 BHC Act (12 U.S.C. 1843(j))
and either §225.14 or §225.24, as appro-
priate, prior to acquiring control or
more than 5 percent of the outstanding
shares of any class of voting securities
of a savings association or of a com-
pany that owns, operates, or controls a
savings association.

(2) Supervisory actions. The Board
may, if appropriate in the exercise of
its supervisory or other authority, in-
cluding under §225.82(g) or §225.83(d) or
other relevant authority, require a fi-
nancial holding company to provide no-
tice to or obtain approval from the
Board prior to engaging in any activity
or acquiring shares or control of any
company.
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§225.86 What activities are permis-
sible for any financial holding com-
pany?

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

(a) Activities determined to be closely
related to banking. (1) Any activity that
the Board had determined by regula-
tion 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:

(i) Providing administrative and
other services to mutual funds (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 and authen-
ticating the identity of persons con-
ducting financial and nonfinancial
transactions (Bayerische Hypo- und
Vereinsbank AG, et al., 86 Federal Re-
serve 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
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(vii) Real estate title abstracting
(The First National Company, 81 Federal
Reserve Bulletin 805 (1995)).

(b) Activities determined to be usual in
connection with the transaction of bank-
ing abroad. Any activity that the Board
had 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;

(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 BHC Act (12 TU.S.C.
1843(k)(4)). Any activity defined to be
financial in nature under sections
4(k)(4)(A) through (E), (H) and (I) of the
BHC Act (12 TU.S.C. 1843(k)4)(A)
through (E), (H) and (1)).

(d) Activities determined to be financial
in nature or incidental to financial activi-
ties by the Board—(1) Acting as a finder—
Acting as a finder in bringing together
one or more buyers and sellers of any
product or service for transactions that
the parties themselves negotiate and
consummate.

(1) What is the scope of finder activities?
Acting as a finder includes providing

§225.86

any or all of the following services
through any means—

(A) Identifying potential parties,
making inquiries as to interest, intro-
ducing and referring potential parties
to each other, and arranging contacts
between and meetings of interested
parties;

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

(C) Transmitting information con-
cerning products and services to poten-
tial parties in connection with the ac-
tivities described in paragraphs
(A)(@A)(E)(A) and (B) of this section.

(i1) What are some examples of finder
services? The following are examples of
the services that may be provided by a
finder when done in accordance with
paragraphs (d)(1)(iii) and (iv) of this
section. These examples are not exclu-
sive.

(A) Hosting an electronic market-
place on the financial holding com-
pany’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
company’s servers the Internet web
site of—

(I) A buyer (or seller) that provides
information 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 in-
terest, bids, offers, orders and con-
firmations relating to such products or
services; or

(2) A government or government
agency that provides information con-
cerning the services or benefits made
available by the government or govern-
ment agency, assists persons in com-
pleting applications to receive such
services or benefits from the govern-
ment or agency, and allows persons to
transmit their applications for services
or benefits to the government or agen-
cy.

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

(D) Operating a telephone call center
that provides permissible finder serv-
ices.

(iii) What limitations are applicable to
a financial holding company acting as a
finder? (A) A finder may act only as an
intermediary 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 transaction on behalf of a
buyer or seller, except that a finder
may—

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

(2) BEstablish rules of general applica-
bility 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 cir-
cumstances under which the finder
service will match bids and offers sub-
mitted by buyers and sellers; and

(i1) Govern the manner in which buy-
ers and sellers may bind themselves to
the terms of a specific transaction.

(C) A finder may not—

(1) Take title to or acquire or hold an
ownership interest in any product or
service offered or sold through the find-
er service;

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

(3) Own or operate any real or per-
sonal property that is used for the pur-
pose of manufacturing, storing, trans-
porting, or assembling physical prod-
ucts offered or sold by third parties; or

(4) Own or operate any real or per-
sonal property that serves as a phys-
ical location for the physical purchase,
sale or distribution of products or serv-
ices offered or sold by third parties.

(D) A finder may not engage in any
activity that would require the com-
pany to register or obtain a license as

12 CFR Ch. Il (1-1-06 Edition)

a real estate agent or broker under ap-
plicable 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 serv-
ice.

(2) [Reserved]

(e) Activities permitted under section
4(k)(5) of the Bank Holding Company Act
(12 U.S.C. 1843(k)(5)). (1) The following
types of activities are financial in na-
ture or incidental to a financial activ-
ity when conducted pursuant to a de-
termination by the Board under para-
graph (e)(2) of this section:

(i) Lending, exchanging, transferring,
investing for others, or safeguarding fi-
nancial assets other than money or se-
curities;

(ii) Providing any device or other in-
strumentality for transferring money
or other financial assets; and

(iii) Arranging, effecting, or facili-
tating financial transactions for the
account of third parties.

(2) Review of specific activities—@1) Is a
specific request required? A financial
holding company that wishes to engage
on the basis of paragraph (e)(1) of this
section in an activity that is not other-
wise permissible for a financial holding
company must obtain a determination
from the Board that the activity is per-
mitted under paragraph (e)(1).

(ii) Consultation with the Secretary of
the Treasury. After receiving a request
under this section, the Board will pro-
vide the Secretary of the Treasury
with a copy of the request and consult
with the Secretary in accordance with
section 4(k)(2)(A) of the Bank Holding
Company Act (12 U.S.C. 1843(k)(2)(A)).

(iii) Board action on requests. After
consultation with the Secretary, the
Board will promptly make a written
determination regarding whether the
specific activity described in the re-
quest is included in an activity cat-
egory listed in paragraph (e)(1) of this
section and is therefore either finan-
cial in nature or incidental to a finan-
cial activity.

(3) What factors will the Board con-
sider? In evaluating a request made
under this section, the Board will take
into account the factors listed in sec-
tion 4(k)(3) of the BHC Act (12 U.S.C.
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1843(k)(3)) that it must consider when
determining whether an activity is fi-
nancial in nature or incidental to a fi-
nancial activity.

(4) What information must the request
contain? Any request by a financial
holding company under this section
must be in writing and must:

(i) Identify and define the activity
for which the determination is sought,
specifically describing what the activ-
ity would involve and how the activity
would be conducted; and

(ii) Provide information supporting
the requested determination, including
information regarding how the pro-
posed activity falls into one of the cat-
egories listed in paragraph (e)(1) of this
section, and any other information re-
quired by the Board concerning the
proposed activity.

[Reg. Y, 66 FR 415, Jan. 3, 2001, as amended at
66 FR 19081, Apr. 13, 2001]

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

(a) Post-transaction notice generally re-
quired to engage in a financial activity. A
financial holding company that com-
mences an activity or acquires shares
of a company engaged in an activity
listed in §225.86 must notify the appro-
priate Reserve Bank in writing within
30 calendar days after commencing the
activity or consummating the acquisi-
tion by using the appropriate form.

(b) Cases in which notice to the Board
is not required—(1) Acquisitions that do
not involve control of a company. A no-
tice under paragraph (a) of this section
is not required in connection with the
acquisition of shares of a company if,
following the acquisition, the financial
holding company does not control the
company.

(2) No additional notice required to en-
gage de novo in an activity for which a
financial holding company already has
provided notice. After a financial hold-
ing company provides the appropriate
Reserve Bank with notice that the
company is engaged in an activity list-
ed in §225.86, a financial holding com-
pany may, unless otherwise notified by
the Board, commence the activity de
novo through any subsidiary that the
financial holding company is author-
ized to control without providing addi-
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tional notice under paragraph (a) of
this section.

(3) Conduct of certain investment activi-
ties. Unless required by paragraph (b)(4)
of this section, a financial holding
company is not required to provide no-
tice under paragraph (a) of this section
of any individual acquisition of shares
of a company as part of the conduct by
a financial holding company of securi-
ties underwriting, dealing, or market
making activities as described in sec-
tion 4(k)(4)(E) of the BHC Act (12
U.S.C. 1843(k)(4)(E)), merchant banking
activities conducted pursuant to sec-
tion 4(k)(4)(H) of the BHC Act (12
U.S.C. 1843(k)(4)(H)), or insurance com-
pany investment activities conducted
pursuant to section 4(k)(4)(I) of the
BHC Act (12 U.S.C. 1843(k)(4)(1)), if the
financial holding company previously
has notified the Board under paragraph
(a) of this section that the company
has commenced the relevant securities,
merchant banking, or insurance com-
pany investment activities, as rel-
evant.

(4) Notice of large merchant banking or
insurance company investments. Not-
withstanding paragraph (b)(1) or (b)(3)
of this section, a financial holding
company must provide notice under
paragraph (a) of the section if:

(i) As part of a merchant banking ac-
tivity conducted under section
4(k)(4)(H) of the BHC Act (12 U.S.C.
1843(k)(4)(H)), the financial holding
company acquires more than 5 percent
of the shares, assets, or ownership in-
terests of any company at a total cost
that exceeds the lesser of 5 percent of
the financial holding company’s Tier 1
capital or $200 million;

(ii) As part of an insurance company
investment activity conducted under
section 4(k)(4)(I) of the BHC Act (12
U.S.C. 1843(k)(4)(I)), the financial hold-
ing company acquires more than 5 per-
cent of the shares, assets, or ownership
interests of any company at a total
cost that exceeds the lesser of 5 percent
of the financial holding company’s Tier
1 capital or $200 million; or

(iii) The Board in the exercise of its
supervisory authority notifies the fi-
nancial holding company that a notice
is necessary.
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