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Circular No. 71-73 
March 26, 1971

REGULATION Y (BANK HOLDING COMPANIES):
One Amendment and Three Hearings on Proposed Amendments

To All Banks and Others Concerned
in the Eleventh Federal Reserve District:

Attached is a copy of an amendment adding a new paragraph (d) to 
§222.U of Federal Reserve Regulation Y (Bank Holding Companies). This new 
paragraph implements the BoardTs authority under §^(c)(l2) of the Bank 
Holding Company Act, which permits companies brought under the Act by the 
December 31> 1970, amendments to make non-bank acquisitions if they comply 
with conditions imposed by the Board and agree to make certain divestitures 
by January 1, 1981. This amendment is effective immediately. A printed 
copy will be provided at a later date for inclusion in the binder of Federal 
Reserve Regulations furnished to all member banks.

On January 25, 1971? the Board issued for comment a proposed 
amendment to Regulation Y relating to activities "closely related to banking" 
which would be permitted to bank holding companies under §Mc)(8) of the 
Bank Holding Company Act. The Board has now scheduled three hearings on 
this proposed amendment. Attached is a copy of the BoardTs press release 
setting out the dates and topics for these hearings.

For further details with respect to each hearing, consult the 
notices published in the Federal Register with respect to each hearing; 
copies of these notices are also included with this circular. The notices 
set forth the times, places, and topics to be considered, as well as the 
procedures and deadlines to be met by parties participating in the hear
ings or presenting written comments. •

Yours very truly,

P. E. Coldwell

President

Enclosures

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)



C O W ,

k F E D E R A L R E S E R V E

§ p r e s s  r e l e a s e
f* A L Rt .̂

For immediate release March 22, 1971

The Board of Governors of the Federal Reserve System today 

scheduled three separate hearings in April and May on the regulatory 

amendments it proposed last January as a first step toward implementing 

the "Bank Holding Company Act Amendments of 1970."

The Board on January 25 proposed 10 activities to be regarded 

under the new law as closely related to banking or managing or con

trolling banks, and thus permissible for bank holding companies, 

subject to Board action in individual cases.

Companies subject to the Bank Holding Company Act are re

quired to register with the Federal Reserve and generally must limit 

their activities to banking and activities closely related to banking. 

The 1970 amendments extended the Board's regulatory authority over such 

companies to those that control only one bank.

The schedule of hearings is as follows:

--April 14 on all questions raised by the proposal announced 

last January except for two activities on which separate hearings will 

be held as listed below.

--April 16 on one provision of the proposed regulatory amend

ment that would permit bank holding companies to provide bookkeeping 

or data processing services for (a) the holding company and its sub

sidiaries, (b) other financial institutions, or (c) others, provided
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that the value of services performed by the company for such persons 

is not a principal portion of the total value of all such services 

performed.

— May 12 on another provision that would permit such 

companies to act as insurance agent or broket, principally in ccrmsc- 

tion with extensions of credit by the holding company or any of its 

subsidiaries.

Under proposed activities to be covered in the April 14 

hearing, a bank holding company could apply to the Board for permission 

to acquire an interest in a company that engages solely in one or more 

of these activities:

1. Making loans for its own account or for the account of 

others. This would include, for example, operations as a mortgage, 

finance or factoring company.

2. Operating as an industrial bank.

3. Servicing loans.

4. Acting as fiduciary.

5. Acting as investment or financial adviser.

6. Leasing personal property where the initial lease pro* 

vides for payment of rentals that will reimburse the lessor for the full 

purchase price of the property.

7. Acting as insurer for the holding company and its sub

sidiaries or with respect to insurance sold by the holding company or 

any of its subsidiaries as agent or broker.
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8. Making equity investments in coinmunity rehabilitation 

and development corporations engaged in providing housing and employ

ment opportunities for low and moderate income persons.

The large number of comments already received on the proposed 

regulatory amendments together with material presented at the hearings 

will be evaluated by the Board prior to a final decision on changes to 

be made in its Regulation Y relating to bank holding companies.

Because of the number and variety of comments received and 

the number of persons who may wish to participate, the Board adopted 

for the hearing on insurance activities a series of preliminary pro

cedures designed to identify the issues and provide ample opportunity 

for presentation of differing views* These procedures are set forth 

in the attached notice of hearing.

Persons interested in appearing at the hearing on data pro

cessing activities are invited to focus on the following issues:

--What, if any, limitations should apply to a holding company 

performing payroll, accounts receivable and payable, and billing 

services.

--To what extent, if any, and by what measure, should the 

holding company be limited in the other data processing services that 

it may perform for persons other than itself, its subsidiaries, and 

other financial institutions.

In a separate action on another proposal issued last January, 

the Board adopted, effective immediately, a regulatory amendment spell

ing out the procedures it will use in implementing section 4(c)12 of
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the Act, That section permits a company covered by the 1970 amend

ments to acquire shares of any company--subject to conditions prescribed 

by the Board--until January 1, 1981, so long as it divests itself by 

that date of either its bank or of activities unrelated to banking.

Under these procedures, if a company files an irrevocable 

declaration that it will cease to be a bank holding company by January 1, 

1981, it may enter a newly launched activity either directly or through 

a new subsidiary without further action by the Board unless its autho

rity to do so is suspended by the Board. The same company may acquire 

a going concern 45 days after it has informed the district Federal 

Reserve Bank of the proposed acquisition, unless the company is 

notified to the contrary within that time or is permitted to make the 

acquisition at an earlier date because of exigent circumstances.

If no such declaration is filed, no acquisitions may be made 

or activity commenced under section 4(c)12 without prior Board 

approval, in such cases, the Board generally will approve only those 

applications in which the company demonstrates that the activities 

sought are necessary to enable the more efficient marketing of assets 

subject to divestiture.

Attached are copies of the notices of hearings and the 

regulatory amendment implementing section 4(c)12, including a sample 

form of irrevocable declaration.
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[Reg. Y]

BANK HOLDING COMPANIES

Notice of Hearing Regarding Proposed Implementation 
of § 4(c)(8) of Bank Holding Company Act

By notice published in the Federal Register on January 29, 

1971 (36 F.R. 1430), the Board of Governors proposed to implement its 

regulatory authority governing acquisition by holding companies of 

interests in nonbanking organizations engaged in activities that are 

"so closely related to banking or managing or controlling banks as 

to be a proper incident thereto."

In view of comments received and requests for a hearing, 

the Board has decided to conduct a hearing on this matter before 

available members of the Board in the Board Room of its building at 

20th Street and Constitution Avenue, Washington, D. C., on Wednesday, 

April 14, 1971, beginning at 10 o ’clock a.m.

Interested persons are invited to participate by presenting 

their views on all issues raised by the pending proposal, except the 

extent to which data processing and insurance agency activities are 

closely related to banking. Separate hearings xzill be conducted on 

those issues.

Persons interested in the proposal are not required to 

participate in the hearing. All views expressed in written comments 

on the pending proposal are under consideration by the Board.

FEDERAL RESERVE SYSTEM

[12 CFR Part 222]
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Persons interested in participating in the hearing should 

inform the Secretary of the Board in writing not later than March 31, 

1971. Each person admitted as a party to the proceeding will be 

given up to 30 minutes to present his views.

By order of the Board of Governors, March 18, 1971.

(Signed) Kenneth A. Kenyon

Kenneth A, Kenyon 
Deputy Secretary

[SEAL]



[Reg. Y]

BANK HOLDING COMPANIES

Notice of Hearing Regarding Data Processing Services

By notice published in the Federal Register on January 29, 

1S71 (36 F.R. 1430), the Board of Governors proposed to implement 

its regulatory authority governing acquisition by holding companies 

of interests in nonbanlcing organizations engaged in activities that 

are "so closely related to banking or managing or controlling banks 

as to be a proper incident thereto.!l

One of the activities the Board proposed as meeting that 

test is data processing, subject to certain limitations on the extent 

to which the services may be performed for persons other than the 

holding company involved, its subsidiaries, and other financial 

institutions.

In view of comments received and requests fora hearing, 

the Board has decided to conduct a hearing on this matter before 

available members of the Board in the Board Room of its building at 

20th Street and Constitution Avenue, Washington, D, C., on Friday, 

April 16, 1971, beginning at 10 o*clock a.m.

Interested persons are invited to participate by presenting 

their views on the following issues:

(1) What, if any, limitations should apply to a holding 

company performing (itself or through a nonbanlc subsidiary) payroll, 

accounts receivable and payable, and billing services?

FEDERAL RESERVE SYSTEM

[12 CFR Part 222]



(2) To what extent, if any, and by what measure, should

the holding company be limited in the other data processing services

that it may perform for persons other than itself, its subsidiaries,

and other financial institutions?

Several letters of comment suggest alternative language

for consideration by the Board in describing data processing services

that are closely related to banking. Some of the alternatives are:

A. "(9) providing bookkeeping or data processing services

(i) for the holding company and its subsidiaries, (ii) for other

financial institutions, (iii) of a financially related nature

(such as, but not limited to payroll, accounts receivable and payable

and billing services and financial analyses and reports) and (iv) other

bookkeeping and data processing services for others, Provided, That

the operating revenues derived from services performed by the company

and not authorized under (i), (ii), or (iii) hereof shall not exceed

fifty percent of the total operating revenues of such company;".

NOTE: A possible alternative proviso would be that the
operating revenues derived from services performed under

(iv) shall not become a significant amount of the holding 
company’s consolidated revenues from data processing services.

"(9) providing bookkeeping or data processing services 

for the holding company and its subsidiaries and other financial 

institutions (including bank holding companies, banks, savings 

banks, savings and loan associations, leasing companies, insurance 

companies, loan, finance and mortgage companies, factors, credit 

unions, real estate investment trusts, investment companies, companies 

managing such trusts or companies, trustees of pension and profit 

sharing plans, and other similar institutions or persons engaged

-2-
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in similar activities), and for others, Provided, That at the time 

of acquisition of such company the value of all bookkeeping and data 

processing services performed by the group consisting of it and the 

holding company and all its other subsidiaries for persons other than 

such group and such financial institutions shall not be more than one 

half the total value of such services performed by such group;".

C. n(9) providing bookkeeping or data processing services 

for (i) the holding company and its subsidiaries, (ii) other financial 

institutions, and (iii) others, Provided, That such services performed 

for others are banking-related, as, for example, the performance of 

payroll accounting, accounts receivable accounting, accounts payable 

accounting and inventory accounting;".

Persons interested in presenting their views on these issues 

should inform the Secretary of the Board in writing not later than 

April 2, 1971, Each person admitted as a party to the proceeding 

will be given up to 30 minutes to present his views.

Anyone wishing to submit written comments on the issues on 

which the hearing will be held may do so at any time before the close 

of business on Monday, April 26, 1971,

By order of the Board of Governors, March 18, 1971,

(Signed) Kenneth A, Kenyon

Kenneth A, Kenyon 
Deputy Secretary

[SEAL]



[Reg. YJ 

BANK HOLDING COMPANIES

Notice of Hearing Regarding Insurance Agency Activities

By notice published in the Federal Register on January 29, 

1971 (36 F.R. 1430), the Board of Governors proposed to implement its 

regulatory authority governing acquisition by holding companies of 

interests in nonbanking organizations engaged in activities that 

are “so closely related to banking or managing or controlling banks 

as to be a proper incident thereto.”

One of the activities the Board proposed as meeting the 

test is acting as insurance agent or broker principally in connection 

with extensions of credit by the holding company or any of its 

subsidiaries.

In view of comments received and requests for a hearing, 

the Board has decided to conduct a hearing on this matter before 

available members of the Board. Because of the number of issues 

raised and the number of persons who may wish to participate, the 

Board has adopted the following schedule of preliminary procedures:

(1) A person interested in participating as a party in the 

hearing must file with the Secretary of the Board by March 31, 1971, 

a request to be permitted to do so, and a list of the issues he intends 

to raise.

FEDERAL RESERVE SYSTEM

[12 CFR Part 222]



(2) All persons admitted as parties in the proceeding (a) will 

be notified by the Secretary of the identity of the other parties and

of all issues raised by them and (b) will be invited to submit written 

material by April 14, 1971, and (c) must send copies of any such material 

to all other parties.

(3) Any party may submit by April 20, 1971, written comments 

on material submitted by other parties and must send copies thereof

to all other parties.

(4) Each party will be given a specified time, not to exceed 

30 minutes, to present his views orally at the hearing to be held in 

the Board Room of the Federal Reserve Building, 20th Street and 

Constitution Avenue, Washington, D. C., beginning at 10 o*clock a.m. 

on Wednesday, May 12, 1971.

By order of the Board of Governors, March 18, 1971.

(Signed) Kenneth A. Kenyon

-2-
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Kenneth A. Kenyon 
Deputy Secretary



TITLE 12— BANKS AND BANKING 

CHAPTER II— FEDERAL RESERVE SYSTEM 

SUBCHAPTER A— BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM

[Reg. Y]

PART 222— BANK HOLDING COMPANIES 

Nonbanking Acquisitions by Certain One-Bank Holding Companies

1. Effective immediately, § 222.4 of Regulation Y is 

amended by adding a new paragraph as follows:

§ 222.4 Interests in nonbanking organizations.

* * *

(d) Certain acquisitions by companies that became bank 

holding companies on December 31. 1970, as a result of the 1970 

amendments. Except as provided in this paragraph, no bank holding 

company may acquire, directly or indirectly, any shares or commence 

to engage in any activities on the basis of section 4(c)(12) of the 

Act, A company may file with the Board an irrevocable declaration, 

in the form approved by the Board, that it will cease to be a bank 

holding company by January 1, 1981, unless it is granted an exemption 

under section 4(d) of the Act. A company that has filed such a decla

ration may (1) commence new activities 3̂e novo, either directly or 

through a subsidiary, without further action under this paragraph, 

until such time as the Board notifies the company to the contrary, and

(2) make an acquisition of a going concern 45 days after the company has 

informed its Reserve Bank of the proposed acquisition, unless the
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company is notified to the contrary within that time or unless it 

is permitted to make the acquisition at an earlier date, based on 

exigent circumstances of a particular case. If the company has not 

filed such a declaration, no acquisition may be made, or activity 

commenced, on the basis of section 4(c)(12) except with prior 

approval of the Board. Normally only requests with respect to 

acquisitions or expansion of activities that the company demonstrates 

to the satisfaction of the Board are necessary to enable it more 

efficiently to market its assets subject to divestiture will be 

approved. This paragraph does not apply to acquisitions made 

pursuant to a binding commitment entered into before March 23, 1971.

* * * * *

2a, This amendment implements the Boardfs authority to 

impose conditions upon holding company acquisitions and expansions 

on the basis of section 4(c)(12) of the Bank Holding Company Act.

Under the amendment, acquisitions of going concerns by a company 

that became a bank holding company as a result of the 1970 amendments 

and elects to divest itself of its bank may normally be made following 

a simple notification procedure, and novo expansion may be under

taken without further action. Acquisitions by other such companies 

require the Board*s approval. That approval will normally be limited 

to acquisitions a holding company demonstrates are necessary to assure



that the company's required divestitures can be made as quickly as 

possible, as efficiently as possible, and with as little economic 

loss to the divesting company as possible.

b. A form for use in filing an irrevocable declaration 

under this amendment has been adopted by the Board, Copies are 

available at the Federal Reserve Banks.

c. Notice of proposed rule making with respect to this 

amendment was published in the Federal Register on January 29, 1971 

(36 F.R. 1432). The effective date was deferred for less than the 

30-day period referred to in section 553(d) of Title 5, United States 

Code, because the Board found that making its action effective imme

diately is necessary in the public interest. Permitting unrestricted 

acquisitions by companies that became bank holding companies as a 

result of the enactment of the 1970 amendments to the Holding Company 

Act is inconsistent with the purposes of the Act and its equitable 

application between such companies and holding companies that were 

registered with the Board before the recent amendments or those that 

might be formed in the future.

By order of the Board of Governors, March 18, 1971.

(Signed) Kenneth A. Kenyon

Kenneth A. Kenyon 
Deputy Secretary

-3-
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FORM OF IRREVOCABLE DECLARATION PURSUANT TO 
SECTION 4(c)(12) OF THE BANK HOLDING COMPANY ACT

RESOLVED, that (Name of Company)
will cease to be a bank holding company, as that term is defined 
in the Bank Holding Company Act, by divesting itself of whatever 
interest it may have in (Name of Bank and Location)
[unless the Company is granted an exemption under section 4(d)
of the Act, for which application will be made by (Date) «3*
All appropriate steps will be taken to accomplish such divestiture
[as may be required]* b y __________(Date) , but in

any event by January 1, 1981, It is further resolved that
___________(Name)_____________________ , the (Title of Officer) and
___________(Name) , the (Title of Officer) of
the Company, or either of them, be and hereby are empowered for and 
in the name and on behalf of the Company to deliver to the Board of 
Governors of the Federal Reserve System a certified copy of this 
resolution, pursuant to section 4(c)(12) of the Act, and section 
222.4(d) of the Board's Regulation Y, for the purpose of relieving 
the Company of certain legal restrictions otherwise applicable to 
it. The corporate decision reflected by this resolution will, 
upon delivery to the Board of Governors, become irrevocable, 
subject to all penalties that may be imposed under applicable law.

CERTIFICATE

I HEREBY CERTIFY that the foregoing is a true and 

correct copy of a resolution adopted by the (Governing Body) 

of (Name of Company) at a meeting duly

called and held at ________________ _____________  on the day of

____________________ , 19 . at which meeting a quorum was present

and voted.

(Secretary)

^Bracketed phrases should be included only if the company believes 
itself qualified for, and intends to apply for, an exemption under 

§ 4(d). The date by which an application will be filed for such 
an exemption should be within the reasonably near future.




