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A BILL
To provide for control and regulation of bank holding ccmpenies, and
for other purposes.

Be it eqacted by the Senate and House of Representatives of the

United Stateé of America in Congress assembled, That this Act may be

cited as the Bank Holding Company Act of 1949.

SEC. 2. DEFINITIONS.--(a) "Bank holding company" mezns (1) any
company which directly or indirectly owns, controls or holds with
power to vote 15 per centum or more of the voting shares of each of
two or more banks or of & company which is a bank holding company by
virtue of this section, or any company which is & bank and which di-
rectly or indirectly owns, controls, or holds with power to vote 15
per centum or more of the voting shares of one or more other banks, or
any company which directly or indirectly owns, controls, or holds with
power to vote 15 per centum or more of the voting shares of one bank
provided such bank operates one or more braznches, unless the Board as
hereinafter provided by order declares such comnany not to be a bank
holding company; (2) any company which the Bosrd determines, after
notice and opportunity for heering, directly or indirectly exercises
(either alone or pursuant to an arrengement or understanding with one
or more other persons) such a controlling influence over the mansgement
or policies of two or more banks or of only one bank if such bank oper-
ates one or more branches as to make it necessary or appropriate in the

public interest or for the protection of investors or depositors that
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such company be subject to the obligetions, duties and liabilities im-
posed in this Act upon benk holding companies; and (3) eny compeny
which is a bank and which the Board determines, after notice and oppor-
tunity for hearing, directly or indirectly exercises (either alone or
pursuant to sn arrangement or understanding with one or more other
persons) such a controlling influence over the management or policies
of one or more other banks as to maxe it necessary or appropriate in
the public interest or for the protection of investors or depositors
that such company be subject to the obligations, duties and liabilities
imposed in this Act upon bank holding companies.

The Board, upon application, shall by order declare that a company
is not a bank holding company under clause (1) above if the Board finds
that the applicant does not, either alone or pursuant to an arrangement
or understanding with one or more other persons, exercise such a con-
trolling influence over the management or policies of the stated number
of banks as to make it necessary or appropriate in the public interest
or for the protection of investors or depositors thzt such company be
subject to the obligations, duties, and liabilities imposed in this Act
upon bank holding companies.

(b) "Bank" means any naticnzl bank, or any State bank, banking
association, savings bank, or trust company but shall not include any
orgenization which does not receive deposits nor conducts a trust busi-
ness within the United States, "State member bank" means any State

bank which is a member of the Federal Reserve System. "District bank®
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means any State bank organized or opersting under the Code of Law for
the District of Columbia.

(¢) "Company" means any bank, corporation, partnership, joint-
stock company, business trust, voting trust, association, or an amy
similar organized group of persons, whether incorporated or not, or any
receiver, trustee, or other liquidatiné agent of any of the foregoing
in his capacity as such; excluding, however, any such company which is

owned by the United States.

(d) "Board" means the Board of Governors of the Federal Reserve
System.

(e) "Subsidiary", with respect to a specified bank holding company,
means (1) any company 15 per centum or more of whose outstanding voting
shares (excluding shares owned by the United States or by any company
vwholly owned by the United States) is owned or controlled by such bank
holding company, unless the Board as hereinafter provided by order de-
cleres such company not to be a subsidiary of such bank holding company;
or (2) any company the management and policies of which the Board de-
termines, after notice and opportunity for hearing, are subject to a
controlling influence by thé specified bank holding company.

The Board, upon application, shall by order declare that & compeny
is not a subsidiary compeny of a specified bank holding company under
clause (1) sbove if the Board finds that the management or policies of
the applicant are not subject to a controlling influence, directly or
indirectly, by such bank holding company (either alone or pursuant to

an arrangement or understanding with one or more other persons).
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(f) For the purposes of this section there shall be excluded from
consideration all voting :shares of banks acquired or held by mutual
savings banks; also, there shall be excluded from comnsideration all vot-
ing shares of banks or other compenies acquired or held by a bank in a
fiduciary capacity, except where such voting shares are accuired or
held for the benefit of all or a majority of the persons beneficially
interested in such bank or except where the Board, after notice and op-
portunity for hearing, finds that such acquisition or holding is being
employed as a device for avoiding the provisions of this Act.

SEC. 3. REGISTRATION, REPORTS AND EXAMINATIONS.--(2) Within
ninety days after the effective date of this Act, or within ninety deys
after becoming a bank holding company, whichever is later, every bank
holding company shall register with the Board on forms prescribed by
the Board, which shall include, with such other information as the
Board may require, statements chowing (1) its financial condition at
the end of its fiscal year last preceding the date of registration, in-
cluding therein the amount of its accumulated net income at such time;
(2) name and address of each of the bank holding company's subsidiary
banks and address of each branch of each such bank; (3) name and ad-
dress of each other bank of which the bank holding company owns shares;
(4) number of shares of each class of stock of each bank owned by the
bank holding company; (5) information concerning the menner in which
such shares are owned; (6) name, address, and nature of business of

each of the bank holding company's subsidiaries, other than banks, and
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the manner in which the relationship arises; and (7) such information
as the Board may deem necessary or approvriate.

The Board may, in its discretion, extend the time within which a
bank holding company shall register and file the requisite statement.

(b) Eech bank holding company shall furnish to the Board from time
to time such reports as may be required by the Board and in such form
and detail as the Board may prescribe. Such reports shall contain such
information concerning the bank holding compeny and its subsidiaries as
the Board shall deem necessary tc disclose fully the relations among
such companies, the effect of such relations upon the affzirs of the
subsidiary banks, and whether the provisions of this Act have been com-
plied with.

(¢) Each bank holding company and each subsidiary thereof shell be
subject to such examinations by exeminers selected or anproved by the
Board as shall be necessary to disclose fully the reletions between
such bank holding company and its subsidiazries, the effect of such re-
lations upon the affairs of the subsidiary banks, and whether the pro-
visions of this Act or of the Board's orders, rules, or regulations
have been complied with; and the exeminer making such an examination
shall have power to administer oaths and to examine any of the offi-
cers, directors, employees, and agents of such bank holding company or
subsidiary under oath. The expenses of any such examination may, in
the discretion of the Board, be assessed against the bank holding com-

pany and, when so assessed, shall be paid by such bank holding compary.
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To the extent that the information contained therein is adequate for

the purposes of this section the Board‘is suthorized to use the reportis

of examination made by the Comptroller of the Currency, the Federal

Deposit Insurance Corporation or the appropriste State bank supervisory

authority.
SEC, 4. INTERCSTS IN NONBANKING ORGANIZATIONS,--(a) Except es

otherwise provided in this Act it shall be unlawful for any bank hold-
ing company, after two years after the effective date hereof, to own
any voting shares or other securities or cbligations of any company
other than a hank or to engage in any business other than that of bank-

ing or managing or controlling subsidisry banks. The Board is author-

ized, upon application by a bank holding company, to extend this period

from time to time as_to _such company for not more than one year at a

time if, in its judgment, such an extension would not be detrimental to

the public interest. However, nothing herein provided shall be con-

strued to‘authorize the Board to extend any such veriod bevond a date

five years after the enactment hereof.

{b) The prohibitions in this section shall not apply to voting
shares or other securities or obligations owned or accuired by a bank
holding company in any company engaged solely in holding and operating
property in which the bank premises are located, or engaged solely in
conducting a safe-deposit business, or engaged solgly in the business
of furnishing managerial, auditing, supervisory, purchasing, and other
similar services seiely to such bank holding company and its subsidi-

aries, e¥-in-the-business-ef-preeuring-and-servieing-selely-for-sueh
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bank-kelding-eompary-anrd-itc-cubsidiarice-investnents-ond-paper-etigi-
ble-fer-bank-investmenty or solely in the business of liquidating
assets acguired from such bank holding company and its subsidieries, or
in any other company all the activities of which the Board has deter-
mined are so closely related to the business of menaging, operating, or
controlling banks as to be a proper incident thereto.

(c¢) Nor shall the prohibitions in this section apply to voting
shares or securities or obligations accuired by a bank holding company
from any of its subsidiaries which have been requested to dispose of
such voting shares, securities or obligations by any Federal or State
authority having statutory power to examine such subsidiaries or which
have been acquired from such subsidiaries with the prior epproval of
the Board; but such bank holding company shall dispose of such shares,
securities, or obligetions within a reasonable time. If, while such
bank holding company owns or controls such shares, securities, or obli-
gations, the Board, after notice and opportunity for hearing, deterv
mines that the ownership or control of such shares, securities, or ob-
ligations is resulting in the violztion or evasion of any of the provi-
sions of this Act, it may by order require such bank holding company to
dispose of all or any part thereof forfhwith.

(d) Nor shall the prohibitions of this section aprly to voting
shares or other securities or obligestions which are held or accuired by
& bank, which is a bank holding company, in a fiduciary capacity or

vwhich are otherwise lawfully owned by such bank or eny of its wholly
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owned subsidiaries on the effective date of this Act; nor as_to any

bank holding company shall the prohibitions in this section apply to

investment securities of the inds and amounts eligible for investment
by nationsl banks under the provisions of section 5136 of the Revised
Stetutes. If, while such bank or bank holding company owns or controls
such shares, securities or other obligstions, the Board, after notice
end opportunity for hearing, determines thet the ownership or control
of such shares, securities or obligations is being employed as a device
for avoiding the provisions of this Act, it may by order require such
bank or bank holding company to dispose of a1l or any part thereof
forthwith.

(e) Nor shall the prohibitions of this section apply to voting

shares or other securities or obligations of & company which is regis-

tered with the Securities gnd Exchange Commission pursuant to the re-

quirements of the Investment Compeny Act of 1940.

SEC. 5. ACQUISITIONS OF BANK SHARES OR BAWK ASSETS.~--(a) No plan,
undertaking, or agreement by or on behalf of zny company which would
result in that company becoming a bank holding compeny, as defined in
section 3(a)(1l) of this Act, and no plan, undertaking, or agreement by
or on behalf of any bank holding company to sccuire either directly or
indirectly any voting shares of & benk, shall be consummated, effectu-
ated, and completed except with the prior epnroval of the Board: Pro-
vided, however, That nothing herein conteined shall be construed to

apply to the acouisition by a bank holding company of eny additional
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voting shares of a bank in any case where such bank holding company,
prior to such acquisition, owned a mejority of the voting shares there-
of.

(b) No plen, undertazking, or agreement by or on behalf of any bank
holding company or any of its nonbanking subsidiaries to acquire all or
substantially all of the assets of any bank shall be consummated, ef-
fectuated, or completed except with the prior approval of the Bozrd.

(¢) No plan, undertaiting, or agreement by or on behalf of a benk-
ing subsidiary of a bank holding company to scquire all or substantially
all of the assets of any bank shall be consummated, effectusted, or com-
pleted except with the prior approval of (1) the Comptroller of the
Currency if the accuiring bank is a nationsl bank or district bank; or
(2) the Board if the accuiring bank is a State member bank; or (3) the
Federal Deposit Insurance Corporstion in the case of any other accuir-

ing bank. Nor shall any State member bank, which is & subsidiary of a

bank holding company, esteblish any branch within the limits of the

city, town or village in which the head office of such bank is located

excert with the prior zpnroval of the Board.

(d) In determining whether to approve any cccuisition subject to
paragraphs (a), (b), or (c) of this section consideration shall be
given to the financial history and condition of the applicant and the
banks concerned; their prospects; the chezracter of their menagement,
the convenience, needs, and welfare of the communities and the area

concerned; and-the-nationsi-peliey-againct-restraint-ef-trade-and-undue
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eoneentratien-ef-ceconemie-power-and-in-faver-ef-the-naintenanee-os-ecm-
petitien-in-ihe-field-of-bankings--Providedj-kevwevers-Thad-nething
herein-eontained-shall-be-eenstrued-te-authorige-the-approvel-of-sny
seeuisition-subjeet-to-paragraphs-{a}y-{b)j-er-{e}-of-this-seebion
wheres-regardlece-of-its-competitive-er-other-acpeetsy-the-effeat-of
sueh-aesguicition-may-be-to-expand-the-sige-and-extent-of-a-bonx-helding
company-system-beyend-1imits-ecensistent-with-adecuate-and-ceund-banking

end-the-publie-interect and vhether or not the effect of such accuisi-

tion may be to expand the size and extent of a bank holding company

system beyond limits consistent with adecuate and sound banking and the

public interest. The factors stated in this section shall likewise be

considered by the Board, the Comptroller of the Currency or the Federal
Deposit Insurance Corporation in determining whetker to approve an zp-
plication of any bank, which is & part of a bank holding comvneny system,
to establish a branch or branches of such bank.

(e) Before determining whether to aporove any accuisition or ap-

plication pursuant to this section, the Comptroller of the Currency,

the Federal Deposit Insurance Corporation, or the Board, as the case

may be, shall notify the bank supervisory suthority in the Stote in

vhich the acouiring or applying bank is located and shell afford such

State banking authority a period of sl than thirty days within

which to submit a written statement of his views and recomanendations

as to whether such acculsition or application should be avproved. Such

statement and recommendation shgll be taken into consideration by the
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Comptroller of the Currency, the Federzl Deposit Insurance Corporation

or the Board, as the case may be, in determining whether to approve

any accuisition or application pursuant to this section., It is further

provided that such statement and recommendation shall be made a part of

the record upon which such accuisition or applicetion is approved or

rejected.
SEC. 6. BORROWING BY BANK KHOLDING COMPANY OR ITS SUBSIDIARIES.--

(a) No bank shall invest any of its funds in the capital stock of (1) a
bank holding company of which it is a subsidiary, or (2) a subsidiary
of such benk holding company.

(b) No bank shall accept the capitel stock of (1) a bank holding
company of which it is & subsidiary, or (2) a subsidiary of such bank
holding company as collateral security for advances made to eny person,
partnership, associztion, or corporation: Provided, however, That any
bank may, with the prior approval of the Board, accept such capital
stock as a security for debts previously contracted,

(c) No bank shall (1) meke any loan or zny extension of credit to,
or purchase securities under repurchase agreement from, (a) a bank hold-
ing company of which it is a subsidiary, or (b) a subsidiwry of such

bank holding company; or (z) invest any of its funds in the bonds,
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