§250.180

banks. State member banks must ob-
tain approval from the appropriate Re-
serve Bank prior to redeeming before
maturity subordinated debt or manda-
tory convertible debt included in cap-
ital.” A Reserve Bank will not approve
such early redemption unless it is sat-
isfied that the capital position of the
bank will be adequate after the pro-
posed redemption.

(2) By bank holding companies. While
bank holding companies are not for-
mally required to obtain approval prior
to redeeming subordinated debt, the
risk-based capital guidelines state that
bank holding companies should consult
with the Federal Reserve before re-
deeming any capital instruments prior
to stated maturity. This also applies to
any redemption of mandatory convert-
ible debt with proceeds of an equity
issuance that were dedicated to the re-
demption of that debt. Accordingly, a
bank holding company should consult
with its Reserve Bank prior to redeem-
ing subordinated debt or dedicated por-
tions of mandatory convertible debt in-
cluded in capital. A Reserve Bank gen-
erally will not acquiesce to such a re-
demption unless it is satisfied that the
capital position of the bank holding
company would be adequate after the
proposed redemption.

(3) Special concerns involving manda-
tory convertible debt. Consistent with
appendix B to Regulation Y, bank hold-
ing companies wishing to redeem be-
fore maturity undedicated portions of
mandatory convertible debt included in
capital are required to receive prior
Federal Reserve approval, unless the
redemption is effected with the pro-
ceeds from the sale or common or per-
petual preferred stock. An organization
planning to effect such a redemption
with the proceeds from the sale of com-
mon or perpetual preferred stock is ad-
vised to consult informally with its Re-
serve Bank in order to avoid the possi-
bility of taking an action that could
result in weakening its capital posi-

7Some agreements governing mandatory
convertible debt issued prior to the risk-
based capital guidelines provide that the
bank may redeem the notes if they no longer
count as primary capital as defined in appen-
dix B to Regulation Y. Such a provision does
not obviate the requirement to receive Fed-
eral Reserve approval prior to redemption.
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tion. A Reserve Bank will not approve
the redemption of mandatory convert-
ible securities, or acquiesce in such a
redemption effected with the sale of
common or perpetual preferred stock,
unless it is satisfied that the capital
position of the bank holding company
will be satisfactory after the redemp-
tion.s
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§250.180 Reports of changes in control
of management.

(@) Under a statute enacted Sep-
tember 12, 1964 (Pub. L. 88-593; 78 Stat.
940) all insured banks are required to
report promptly (1) changes in the out-
standing voting stock of the bank
which will result in control or in a
change in control of the bank and (2)
any instances where the bank makes a
loan or loans, secured, or to be secured,
by 25 percent or more of the out-
standing voting stock of an insured
bank.

(b) Reports concerning changes in
control of a State member bank are to
be made by the president or other chief
executive officer of the bank, and shall
be submitted to the Federal Reserve
Bank of its district.

(c) Reports concerning loans by an
insured bank on the stock of a State
member bank are to be made by the
president or other chief executive offi-
cer of the lending bank, and shall be
submitted to the Federal Reserve Bank
of the State member bank on the stock
of which the loan was made.

(d) Paragraphs 3 and 4 of this legisla-
tion specify the information required
in the reports which, in cases involving
State member banks, should be ad-
dressed to the Vice President in Charge
of Examinations of the appropriate
Federal Reserve Bank.

(12 U.S.C. 1817)

8The guidance contained in this paragraph

applies to mandatory convertible debt issued
prior to the risk-based capital guidelines
that state that the banking organization
may redeem the notes if they no longer
count as primary capital as defined in Ap-
pendix B to Regulation Y. Such provisions do
not obviate the need to consult with, or ob-
tain approval from, the Federal Reserve
prior to redemption of the debt.
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