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HEARING SCHEDULES AND PROPOSED AMENDMENT TO REGULATION Y 
(Effect of Acquisition of Additional Bank on Benefits 
Conferred on Certain One-Bank Holding Companies)

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

The Board of Governors has scheduled three hearings 
during November on questions relating to the types of bank- 
related activities that may be made by bank holding companies. 
Persons interested in participating in the hearings by pre
senting material orally should contact the Regulations Depart
ment for pertinent information.

The Board also proposed an amendment to Regulation Y 
to clarify the status of one-bank holding companies that fall 
within one or more of the various grandfather clauses of the 
1970 amendments to the Bank Holding Company Act. Comments on 
this proposal should be submitted to the Secretary, Board of 
Governors of the Federal Reserve System, Washington, D. C. 
20551? to be received not later than December 1, 1971.

Enclosed is a copy of the Board’s press release and 
the proposed amendment.

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)
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For immediate release October 26, 1971

The Board of Governors of the Federal Reserve System today 

scheduled three hearings during November on questions relating to 

the types of bank-related acquisitions that may be made by bank holding 

companies.

The Board also proposed a regulatory amendment to clarify the 

status of one-bank holding companies that fall within one or more of 

the various grandfather clauses of the 1970 amendments to the Bank 

Holding Company Act, Comments on this proposal should be received by 

December 1, 1971.

In general, the proposed amendment to Regulation Y would 

provide that any grandfathered company which acquired a second bank 

would have two years from that date to dispose of any activities not 

closely related to banking. This time period would be shorter if the 

company's right to continue the activities expired sooner under the 

grandfather clause.

Under the grandfather clause, some companies that controlled 

one bank on December 31, 1970, are given 10 years within which to 

divest nonbanking activities; in other cases no divestiture is re

quired; and in a few cases exemptions from divestiture may be granted 

by the Board,

The Board set the following schedule of hearing dates on other 

bank holding company questions:
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1. November 8 on whether limits should be placed on the size, 

geographic area and types of activities of already established mort

gage companies that may be acquired by bank holding companies. The 

Board has seven applications of this type under consideration. It also 

expects that the hearing will enable it to adopt simplified procedures 

for acquisitions of mortgage companies where public interest factors 

are favorable. The hearing will be conducted by available members of 

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

and Constitution Avenue.

2. November 12 on an application by First National Factors, 

a subsidiary of First National Boston Corporation, to acquire certain 

assets of Crompton-Richmond Factors, New York. Competitive aspects of 

the factoring industry itself as they relate to bank holding companies 

will also be discussed at this presentation which will be in the Board 

Room.

3. November 12 on the Board*s proposal, announced August 17, 

to permit bank holding companies to serve as investment advisers to 

mutual funds. This presentation will begin at 10:00 a.m. in Room 1202.

Copies of the hearing orders and the proposed amendment to 

Regulation Y are attached.
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FEDERAL RESERVE SYSTEM

[12 CFR Part 222]

[Reg, Y]

BANK HOLDING COMPANIES

Effect of Acquisition of Additional Bank on Benefits 
Conferred on Certain One-Bank Holding Companies

Section 4 of the Holding Company Act generally requires 

holding companies to discontinue nonpermissible nonbanking activities 

within two years of their formation, but Congress conferred certain 

benefits with respect to nonbanking activities on those companies which 

controlled a single bank on December 31, 1970, and thus became subject 

to the Bank Holding Company Act by operation of law. In some cases, the 

companies are given ten years rather than two within which to divest, 

in others no divestiture is required, and in a few cases there may be 

an exemption from the section 4 prohibitions in their entirety, prospec

tively as well as retrospectively.

To clarify the nature of these benefits as privileges contingent 

upon their possessors' continuing status as one-bank holding companies 

rather than as vested rights, the Board is considering amending Regulation Y, 

under authority of section 3, section 4, and section 5(b) of the Act, to 

provide that the acquisition or merger by a one-bank holding company of 

an additional bank would cause that company to lose whatever special exemptions 

from section 4 that it had. In general, a company that controlled one bank 

on December 31, 1970, would have two years from its acquisition of a second 

bank in which to cease nonbanking activities or qualify them under another
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provision of section 4, unless its right to continue the activity 

would otherwise expire within a shorter period. The Board ivould 

reserve the right to preserve, by order, 1970 section 4 grandfather 

rights of a company which acquires an additional bank to save it from 

failing, or in any other situation in which the application of the 

general rule would be manifestly unfair or contrary to the public 

interest.

The Board proposes to amend § 222„3 of Regulation Y by adding 

a new subsection as follows:

§ 222.3 Acquisition of Bank Shares or Assets.

* * * * *

(c) Effect of bank acquisition on certain grandfather rights.

(1) For the purposes of this subsection:

( a ) The term "company grandfathered in 1970" means any company 

which became a bank holding company on December 31, 1970, as a result of 

the Bank Holding Company Act Amendments of 1970, and includes any company 

defined in section 2(b) of the Act as a "company covered in 1970."

(b) The term "1970 section 4 grandfather rights" means all

rights and privileges, whether arising under section 4(a)(2) or 4(c)(ii) 

of the Act or otherwise, held by a company grandfathered in 1970 to hold

or acquire any nonbank shares or engage in any nonbanking activities to

a greater extent or for a longer period than would be permitted under 

section 4 of the Act in the case of any bank holding company which is 

not a company grandfathered in 1970.



(2) Except to the extent otherwise provided by order of the 

Board in specific cases, any company grandfathered in 1970 which acquires 

any bank (by merger with its subsidiary bank or otherwise) or acquires 

control of any bank (as control is defined in section 2(a)(2) of the Act) 

after December 31, 1970, shall be deemed to have prospectively relinquished 

its 1970 section 4 grandfather rights on the date of such acquisition, and 

any such right shall terminate on the earlier of the following dates:

(i) the date upon which it would terminate if the company 

had become a bank holding company for the first time on the date of 

the acquisition;

(ii) the date upon which it would terminate without 

reference to this section.

* * *

To aid in the consideration of this matter by the Board, interested 

persons are invited to submit relevant data, views, or arguments. Any such 

material should be submitted in writing to the Secretary, Board of Governors 

of the Federal Reserve System, Washington, D. C. 20551, to be received not 

later than December 1, 1971. Such material will be made available for in

spection and copying upon request, ejccept as provided in § 261.6(a) of the 

Board's rules regarding availability of information.

By order of the Board of Governors, October 21, 1971.

(Signed) Tynan Smith

Tynan Smith 
Secretary of the Board
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