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PROPOSED AMENDMENTS TO REGULATION Y 
To Implement Bank Holding Company Act 

Amendments of 1970

To the Member Banks o f  the Second Federal Reserve. District:

F ollow in g  is  the text o f  a sta tem en t is su e d  today by the B oa rd  o f  G o v e rn o rs  o f  the F ed era l R e s e rv e  
System :

The B oard  o f  G o v e r n o r s  o f  the F e d e ra l R e s e rv e  System  today p r o p o se d  am endm en ts to its  bank holding 
com pa n y  regu la tion  as a f i r s t  step  tow ard  im p lem en tin g  the "B an k  H olding C om pany A ct A m endm ents o f  1970 ." 
That law  exten ded  the B o a r d 's  re g u la to ry  authority  o v e r  bank holding co m p a n ie s  to th ose  that c o n tro l only 
one bank.

The reg u la tory  am endm en ts p r o p o s e  ten a c t iv it ie s  to be re g a rd e d  as c lo s e ly  re la ted  to banking o r  m a n ­
aging  o r  c o n tro ll in g  banks u nder the new law , and thus p e r m is s ib le  fo r  bank hold in g  co m p a n ies , su b je ct  to 
B oa rd  ap p rova l in indiv idu al c a s e s .  The p r o p o s a l a lso  s p e lls  out the g e n e ra l p r o c e d u r e s  the B oa rd  w ould 
fo llo w  in p r o c e s s in g  a p p lica tio n s  by in div idu al co m p a n ie s  to en gage in th ese  lin e s  o f  b u s in e ss .

C om m en ts on the p r o p o s e d  am en d m en ts to R egu lation  Y (Bank H olding C om p an ies ) should be r e c e iv e d  by 
the B oa rd  no la te r  than F eb ru a ry  26.

U nder the Bank H olding C om pany A ct o f  1956, on ly  th ose  hold ing  co m p a n ie s  that co n tro lle d  25 p e r  cent 
o r  m o r e  o f  the votin g  s to ck  o f  tw o o r  m o r e  banks w e re  re q u ire d  to r e g is te r  with the F ed era l R e s e rv e  and 
lim it  th e ir  a c t iv it ie s  to banking and c lo s e ly  re la ted  a c t iv it ie s . In the 1970 am end m en ts C o n g re ss  expanded 
the law to c o v e r  c o r p o r a t io n s  and o th e r  e n tit ie s  that c o n tro l on ly  one bank, gave  the B oa rd  g re a te r  latitude to 
d e te rm in e  when c o n tro l e x is t s , and am ended  o th er  p a rts  o f  the A ct under w hich  bank holding co m p a n ie s  m ay 
en ga ge  in b a n k -re la te d  a c t iv it ie s .

About 1,100 c o m m e r c ia l  banks with tota l d e p o s its  o f  $140 b illio n  w e re  b e lie v e d  a ffilia ted  with on e-ban k  
hold ing  co m p a n ie s  as o f  A p r il 1, 1970. A s  o f  la st D e ce m b e r  31, th ere  w ere  119 r e g is te r e d  bank holding c o m ­
p a n ies  — th ose  c o n tro ll in g  tw o o r  m o r e  banks. T h e ir  su b s id ia ry  banks held d e p o s its  o f  m o re  than $70 b illio n .

One o f the re g u la to ry  am endm en ts p r o p o s e d  by the B oa rd  today w ould apply to se c t io n  4 (c )(8 ) o f  the A ct 
w hich  s ta te s , in p a rt, that a bank h old in g  com pany m ay a cq u ire  " s h a r e s  o f  any com pany  the a c t iv it ie s  o f 
w hich  the B oa rd  a fte r  due n o tice  and opportu n ity  f o r  h earin g  has d e term in ed  (by o r d e r  o r  regu lation ) to be so  
c lo s e ly  re la ted  to banking o r  m anaging o r  c o n tro llin g  banks as to be a p r o p e r  in ciden t th e re to ."  Under the 
p r o p o s a l to im p lem en t th is s e c t io n  o f  the A ct, a bank holding com p an y  cou ld  apply to the B oa rd  fo r  p e r m is s io n  
to reta in  o r  a cq u ire  an in te re s t  in a com p an y  that en ga ges s o le ly  in one o r  m o re  o f  the fo llow in g  a c tiv it ie s :

1. M aking loan s f o r  its  own accou n t o r  fo r  the accou n t o f  o th e r s . T h is  w ould in clu d e , fo r  ex a m p le , o p e r a ­
tio n s  as a m o rtg a g e , fin a n ce  o r  fa c to r in g  com pa n y .

2. O perating  as an in d u str ia l bank.
3. S erv ic in g  loa n s .
4. A ctin g  as f id u c ia r y .
5. A cting  as in vestm en t o r  fin a n cia l a d v is e r .
6. L easin g  p e rso n a l p ro p e rty  w h ere  the in itia l le a se  p r o v id e s  fo r  paym ent o f  ren ta ls  that w ill r e im b u rse  

the le s s o r  fo r  the fu ll p u rch a se  p r ic e  o f  the p r o p e rty .
7. A ctin g  as in su ra n ce  agent o r  b r o k e r , p r in c ip a lly  in con n ection  with e x te n s io n s  o f  c re d it  by the holding 

com p a n y  o r  any o f  its  s u b s id ia r ie s .
8. A ctin g  as in s u r e r  fo r  the h old ing  com pany  and its s u b s id ia r ie s  o r  with r e s p e c t  to in su ran ce  so ld  by 

the h old ing  com p an y  o r  any o f  its  s u b s id ia r ie s  as agent o r  b r o k e r .
9. P rov id in g  book k eep in g  o r  data p r o c e s s in g  s e r v ic e s  fo r  (a) the holding com pan y  and its su b s id ia r ie s ,

(b) o th er  fin an cia l in stitu tion s , o r  (c) o th e rs , p rov id ed  that the value o f  s e r v ic e s  p e r fo rm e d  by the com pany 
f o r  such  p e rso n s  is  not a p r in c ip a l p o rtio n  o f  the total value o f  a ll such  s e r v ic e s  p e r fo r m e d .

10. M aking equ ity  in vestm en ts in com m u n ity  reh a b ilita tion  and d ev e lop m en t c o rp o r a t io n s  engaged  in 
p ro v id in g  housing and em p loym en t op p ortu n ities  fo r  lo w -  and m o d e ra te -in co m e  p e r s o n s .

The B oa rd  e x p e c ts  to c o n s id e r  additional a c t iv it ie s  fo r  in clu s ion  in the regu lation  fr o m  tim e to tim e  and 
w ill c o n s id e r  s u b m is s io n s  a fte r  the in itia l re g u la to ry  am endm en ts are  adopted.
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W h ile  the p r o p o s e d  re g u la to ry  change re la tin g  to s e c t io n  4 (c )(8 )  is  u nder c o n s id e ra tio n , the B oa rd  d o e s  
not p lan to p r o c e s s  a p p lica tion s  f ile d  u n der that se c tio n  a fte r  D e ce m b e r  3 1 , 1 9 7 0 , the e ffe c t iv e  date o f  the 
new  statute, e x ce p t  in unusual and ex igen t c ir c u m s ta n c e s . A fo r m  to be u sed  in su bm ittin g  a p p lica tion s  to 
a cq u ire  c lo s e ly  re la te d  a c t iv it ie s  is  now b e in g  p re p a re d  by the B oa rd .

In outlin ing  p r o p o s e d  p r o c e d u r e s  to be fo llo w e d  in se c t io n  4 (c )(8 ) c a s e s ,  the B oa rd  sa id  n otice  o f  any 
a p p lica tion  to a cq u ire  an in te re s t  in an e x is t in g  com pan y  w ould  be pu b lish ed  in a n ew sp ap er  in the a ffe c te d  
a re a  and in the F e d e ra l R e g is te r . In terested  p e r s o n s  w ill be  g iven  an opportu n ity  to e x p r e s s  th e ir  v ie w s  — in ­
c lu d in g  by m eans o f  a h earin g , w h ere  a p p rop r ia te  — on the qu estion  w hether p e r fo r m a n c e  o f  the a ctiv ity  by 
the h old ing  com pan y  "c a n  rea son a b ly  be e x p e cte d  to p ro d u ce  p u b lic  b e n e fits  . . .  that outw eigh  p o s s ib le  a d v e rse  
e f fe c t s  . . . . "

In c a s e s  w here  a h old in g  com pany  f i le s  an ap p lica tion  to en gage in an a ctiv ity  not s p e c if ie d  in the r e g u la ­
tion  as adopted, the B oa rd  w ould p u b lish  n o tice  o f  the ap p lica tion  in the F e d e ra l R e g is te r  and g iv e  in te re s te d  
p e r s o n s  an opportu n ity  to re q u e st a h earin g  not on ly  on p u b lic  ben e fit a s p e c ts  but a ls o  on the qu estion  w hether 
the a ctiv ity  sought is  c lo s e ly  re la te d  to banking.

A p p lica tion s  to en ga ge  in new ly launched b a n k -re la te d  a c t iv it ie s  that the B oa rd  d e te rm in e s  by regu lation  
to be p e r m is s ib le  w ould  be d eem ed  a p p rov ed  u n less  the ap p lican t w e re  n o tified  to the co n tra ry  within 45 days 
a fte r  the B oa rd  a d v ised  that h is a p p lica tion  had been  r e c e iv e d . The ap p lican t w ould be  re q u ire d  to pu b lish  
n o t ice  o f  h is planned a c tiv ity  in the com m u n ity  a ffe c te d .

At a la te r  t im e , the B oa rd  co n te m p la te s  co n s id e ra tio n  o f  ex ten d in g  th is ap p rova l p r o ce d u r e  to a cq u is it io n s  
o f  e x is t in g  f ir m s  u nder g u id e lin e s  d es ign ed  to iden tify  s itu a tion s  in w hich  su ch  a cq u is itio n s  w ould p r o m o te  
co m p e titio n .

A s p r o p o se d , the reg u la tion  w ould  not lim it  the lo ca tio n  o f  a p e r m is s ib le  a ctiv ity  to any State o r  o th e r  
g e o g ra p h ica l a re a . Such lim ita tio n s  m ight be im p o se d , h o w e v e r , by regu lation  o r  o r d e r  in p a r t icu la r  c a s e s .

At the sa m e tim e  the B oa rd  p ro p o s e d  adding new language to the regu lation  sp e llin g  out the p r o c e d u r e s  
it w ill u se  in im p lem en tin g  se c t io n  4 (c )  (12) o f  the A ct. That se c t io n  p e r m its  a com pan y  c o v e r e d  by the 1970 
am en d m en ts to a cq u ire  s h a re s  o f  any com pan y  — su b je ct  to c o n d itio n s  p r e s c r ib e d  by the B oa rd  — until January
1, 1981, so  long as it d iv e s ts  i t s e lf  by that date o f  e ith e r  its  bank o r  o f  a c t iv it ie s  u n rela ted  to banking.

U nder th ese  p r o c e d u r e s , sch ed u led  in the p r o p o s a l to take e ffe c t  as o f  January 26, 1971, p r io r  ap p rova l 
o f  the B oa rd  w ould  be re q u ire d  b e fo r e  any com pany  m ay en gage  in any a ctiv ity  pursuant to se c t io n  4 ( c ) (12). 
If the com pan y  file d  an ir r e v o c a b le  d e c la ra t io n  that it w ould c e a s e  to be a bank hold in g  com pan y  by January 1, 
1981, an a p p lica tion  f ile d  by it w ould be co n s id e r e d  a p p rov ed  45 days a fter  the com pan y  w as in fo rm e d  that its 
re q u e st has been  r e c e iv e d  by the F e d e ra l R e s e rv e  u n le ss  the com pany  w as n otified  o th e rw ise  within that 
t im e . If a com pa n y  had not f i le d  the d e c la ra t io n , the B oa rd  w ould ap p rove  on ly  th ose  a p p lica tio n s  in w hich the 
com p a n y  d em on stra ted  that the a c t iv it ie s  sought w e re  n e c e s s a r y  to en ab le  the m o r e  e ff ic ie n t  m a rk etin g  o f 
a s s e ts  su b je ct  to d iv e s t itu re .

The B oa rd  a lso  announced that it is  c o n s id e r in g  lim itin g  the s co p e  o f  p e r m is s ib le  a c t iv it ie s  under section  
4 (c) (d) — w hich  re la te s  to the a cq u is itio n  o f  sh a re s  e l ig ib le  fo r  in vestm en t by national banks — to lending o r  
f id u c ia r y  a c t iv it ie s  co m m e n ce d  by a new com pa n y . The on ly  ex cep tion  w ould be w h ere  the s h a re s  in volved  
a r e  o f  the kinds and am ounts e x p lic it ly  e l ig ib le  fo r  in vestm en t by national banks u nder F ed era l law .

A r e g is tra t io n  statem en t to be u sed  by on e -b a n k  h old in g  co m p a n ie s  is  be in g  p re p a re d  by the B oa rd  and is  
e x p e cte d  to be  is su e d  in the n ea r  fu tu re . Such co m p a n ie s  m u st r e g is te r  with the F e d e ra l R e s e rv e  by June 29, 
w hich  is  180 days a fte r  the new le g is la t io n  w as sign ed  into law .

P rin ted  b e low  is  the text o f  the p r o p o s e d  am end m en ts. C om m en ts  th ereon  shou ld  be subm itted  by F ebru ary
26 and m ay be  sent to ou r  Bank A p p lica tio n s  D epartm ent. A dd ition al c o p ie s  o f  th is c ir c u la r  w ill be fu rn ish ed  
upon requ est.

A lfre d  H ayes,
P resid en t.

(Reg. Y)
BANK H O LD IN G  COMPANIES

Interests in Nonbanking Activ it ies

By A ct o f  C o n g re s s  a p p rov ed  D e ce m b e r  31, 
1970 (P u b lic  Law 91 -60 7 ) the Bank H olding C om pany 
A ct w as expanded to c o v e r  co m p a n ie s  that c o n tro l 
on ly  one bank. In con ju n ction  with that expan sion  
C o n g re s s  am ended se c t io n  4 (c ) (8 )  o f  that A ct, under 
w hich bank holding co m p a n ie s  m ay a cq u ire  in te re s ts  
in nonbanking a c t iv it ie s  su b je c t  to ce rta in  r e s t r i c ­
tion s and upon ce rta in  co n d it io n s . Under that se c t io n  
as am ended, the B oard  is  au th or ized  to p rom u lg a te  
regu la tion s  g ov ern in g  a cq u is itio n  o f  com p a n ies  w hose

a c t iv it ie s  a re  " s o  c lo s e ly  re la ted  to banking o r  
m anaging o r  c o n tro llin g  banks as to be a p r o p e r  
in cident th e r e to ."

In d e term in in g  w hether a p a rt icu la r  a ctiv ity  is  
a p r o p e r  in cident to banking o r  m anaging o r  c o n tro l -  
ling banks, the B oard  is  req u ired  to " c o n s id e r  
w hether its p e r fo rm a n ce  by an a ffi lia te  o f  a holding 
com pan y  can  reason ab ly  be ex p ected  to p ro d u ce  
b en e fits  to  the pu b lic , such as g r e a te r  co n v e n ie n ce , 
in c r e a s e d  com p etition , o r  ga in s in e f f ic ie n c y , that 
outw eigh p o s s ib le  a d v e rse  e f fe c t s ,  such  as undue 
co n ce n tra tio n  o f  r e s o u r c e s , d e c re a s e d  o r  u n fa ir  
com p etition , c o n flic t s  o f  in te r e s ts , o r  unsound bank­
ing p r a c t ic e s ."  In p rom u lg atin g  regu lation s under
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that s e c t io n , the B oa rd  is  au th orized  to "d iffe re n t ia te  
betw een  a c t iv it ie s  c o m m e n ce d  de n ovo and a c t iv it ie s  
co m m e n ce d  by the a cq u is ition , in w hole  o r  in p a rt, 
o f  a go in g  c o n c e r n " .

A s its in itia l im p lem en ta tion  o f  th is au th ority , 
the B oa rd  is  g iv ing  co n s id e ra tio n  to am ending § 
2 2 2 .4 (a ) o f  R egulation  Y to read  as fo llo w s :
§ 222 .4  In terests  in nonbanking o rg a n iz a t io n s .

(а) S h ares o f  co m p a n ie s  w hose a c t iv it ie s  a r e 
c lo s e ly  re la ted  to banking o r  m anaging o r  c o n ­
tro llin g  banks. Any bank hold in g  com pany  m ay ap ­
p ly  to the B oa rd , by filin g  an ap p lica tion  with its 
F e d e ra l R e s e rv e  Bank, fo r  p e r m is s io n  to reta in  o r  
a cq u ire  an in te re s t  in a com pan y  that en ga ges 
so le ly  in one o r  m o re  o f  the fo llow in g  a c tiv it ie s :

(1) m akin g, fo r  its own accou n t o r  fo r  the a c ­
count o f  o th e r s , loans su ch  as w ould be m ade, fo r  
ex a m p le , by a m o rtg a g e , fin a n ce , o r  fa c to r in g  
com pany;

(2) op era tin g  as an in du str ia l bank;
(3) s e r v ic in g  loans;
(4) actin g  as fid u c ia ry ;
(5) acting  as in vestm en t o r  fin an cia l a d v is e r , 

in clud ing  fo r  a m ortg a g e  in vestm en t tru st o r  a rea l 
e sta te  in vestm en t tru st;

(б) lea sin g  p e rso n a l p r o p e rty , w h ere  the in itia l 
le a se  p r o v id e s  fo r  paym ent o f  ren ta ls  that w ill 
r e im b u r s e  the le s s o r  fo r  the fu ll p u rch a se  p r ic e  o f  
the p ro p e rty ;

(7) a ctin g  as in su ra n ce  agent o r  b ro k e r  p r in ­
c ip a lly  in con n ection  with e x te n s io n s  o f  c r e d it  by 
the h old in g  com pany  o r  any o f  its su b s id ia r ie s ;

(8) a ctin g  as in su re r  fo r  the holding com pany  
and its su b s id ia r ie s  o r  with r e s p e c t  to in su ra n ce  
so ld  by the holding com pany o r  any o f  its s u b s id ia r ­
ie s  as agent o r  b ro k e r ;

(9) p ro v id in g  book k eep ing  o r  data p r o c e s s in g  
s e r v ic e s  fo r  (i) the holding com pany  and its su b ­
s id ia r ie s ,  (ii) o th er  fin an cia l in stitu tions o r  (iii) 
o th e rs , P r o v id e d , That the va lu e o f  s e r v ic e s  p e r ­
fo rm e d  by the com pany  fo r  such  p e r so n s  is  not a 
p r in c ip a l p ortion  o f  the total value o f  all such  
s e r v ic e s  p e r fo rm e d ; o r

(10) m aking equity in vestm en ts in com m u n ity  
reh a b ilita tion  and deve lopm en t c o rp o r a t io n s  engaged 
in p ro v id in g  b e tte r  housing and em p loym en t o p ­
p o r tu n itie s  fo r  lo w -in co m e  and m o d e ra te -in co m e  
popu la tion .
E very  ap p lica tion  filed  under th is se c t io n  sh all 
be  a cco m p a n ie d  by a cop y  o f  a n o tice  o f  the p r o ­
p o sa l p u b lish ed  within the p re ce d in g  30 days in a 
n ew sp ap er  o f  g en era l c ir cu la t io n  in the com m u n ities  
in w hich o f f ic e s  o f  the com p an y  a re  o r  a re  to be 
lo ca te d . The B oard  w ill ca u se  to be pu blish ed  in 
the F ed era l R e g is te r  n o tice  o f  any ap p lica tion  to 
a cq u ire  an in terest in a g o in g  co n ce rn  and w ill g iv e  
in te re ste d  p e r so n s  an op portu n ity  to e x p re s s  th e ir  
v ie w s  (including w here a p p ro p r ia te , by m eans o f  a 
h earin g ) on the qu estion  w hether p e r fo rm a n ce  o f  the 
a c tiv ity  p ro p o se d  by the holding com p an y , under the 
p a r t icu la r  c ir c u m s ta n ce s  in vo lved  can rea son a b ly  be 
e x p e cte d  to p ro d u ce  b en e fits  to the p u b lic , su ch  as 
g r e a te r  co n v e n ie n ce , in cre a s e d  com p etition , o r  ga in s 
in e f f ic ie n c y , that outw eigh  p o s s ib le  a d v e rse  e f fe c t s ,  
such  as undue con cen tra tion  o f  r e s o u r c e s ,  d e c re a se d  
o r  u n fa ir  com p etition , c o n flic t s  o f  in te re s ts , o r  
unsound banking p r a c t ic e s .  A p p lica tion s  to en gage in

the fo r e g o in g  a c tiv it ie s  de n ovo  shall be d eem ed  to 
be a p p rov ed , u n less  the app lican t is  n otified  to the 
co n tra ry  w ithin 45 days a fte r  b e in g  ad vised  that the 
ap p lica tion  has been  file d . E xcep t to the exten t 
o th e rw ise  p ro v id e d  in an o r d e r  in a p a rt icu la r  c a s e , 
the fo llow in g  con d ition s  sh a ll apply  with r e s p e c t  to 
e v e ry  a cq u is itio n  con su m m ated  o r  a ctiv ity  en gaged  
in on auth ority  o f  th is s e c t io n : (1) p e r fo rm a n ce  o f  
s e r v ic e s  o f  the com pan y  sh a ll not be su b je ct  to any 
con d ition  w hich , i f  im p o se d  by a bank, w ould c o n ­
stitute an unlaw ful t ie - in  a rra n g em en t u nder se c t io n  
106 o f  the Bank H olding C om pany A c t  A m en dm en ts 
o f  1970; (2) a c t iv it ie s  o f  the com p a n y  a cq u ired  sh a ll 
not be a lte re d  in any s ig n ifica n t r e s p e c t  fr o m  th o se  
c o n s id e re d  by the B oa rd  in m aking the d e term in a tion , 
n or  p ro v id e d  at any lo ca tio n  o th er  than th ose  d e ­
s c r ib e d  in the ap p lica tion  fo r  su ch  d e term in a tion , 
ex ce p t upon co m p lia n ce  with the fo r e g o in g p r o c e d u r e s  
fo r  en gagin g  in an a ctiv ity  de n o v o ; and (3) no 
m e r g e r , a cq u is ition  o f  a s s e ts , o r  assu m ption  o f  
lia b ilit ie s  to w hich  the a cq u ire d  com pan y  is  a pa rty  
shall be con su m m ated  w ithout p r io r  B oa rd  a p ­
p ro v a l, i f  th e re a fte r  the bank h old ing  com p an y  w ill 
continue to ow n, d ire c t ly  o r  in d ire c t ly , m o r e  than 
fiv e  p e r  cen t o f  the votin g  sh a re s  o f  such  com p an y  
o r  its s u c c e s s o r .

* * * * *
The regu lation  as p ro p o se d  d o e s  not lim it the 

lo ca tion  at w hich  p e r m is s ib le  a c t iv it ie s  m ay be 
con d u cted  to any State o r  o th er  g e o g ra p h ica l a re a . 
Such lim ita tion s  m ight be im p o se d  by regu la tion , 
o r  by o r d e r  in p a rt icu la r  c a s e s .

In v iew  o f  the am endm ent to se c tio n  4 (c ) (8 ) ,  the 
B oard  i s  c o n s id e r in g  lim itin g  the s c o p e  o f  a c q u is i ­
tion s  by hold ing  com p a n ies  that m ay be m ade on 
the b a s is  o f  se c tio n  4 (c )(5 ) o f  the A ct. U nder that 
s e c t io n , hold in g  com p a n ies  m ay a cq u ire  s h a re s  o f  
the kinds and am ounts e lig ib le  fo r  in vestm en t by 
national banks under the p r o v is io n s  o f  se c t io n  
5136 o f  the R ev ised  Statutes. U nder p re se n t in te r ­
p re ta tion s  o f  the B oa rd , a hold ing  com pany  m ay 
a cq u ire  in te r e s ts  in many o f  the types o f  co m p a n ie s  
d e s c r ib e d  above  i f  loca ted  at a p la ce  at w hich  one 
o f  the banks in the holding com pan y  m ay engage in 
the a c t iv it ie s  in vo lved  and su ch  a c t iv it ie s  a re  o th e r ­
w ise  con d u cted  in a c c o rd a n c e  with certa in  o th er  
lim ita tion s  on the a c t iv it ie s  o f  national banks.

The am endm ent to se c t io n  4 (c )(8 ) r e q u ire s  the 
B oa rd  to c o n s id e r  a cq u is itio n s  by a bank hold ing  
com pan y  not on ly  fr o m  the standpoint o f  w hether 
the a c t iv it ie s  o f  the com pan y  to be a cq u ired  a re  
c lo s e ly  re la te d  to banking, but a lso  fr o m  the sta n d ­
poin t o f  an titru st and re la ted  c o n s id e r a t io n s . A c ­
co rd in g ly , the B oa rd  b e l ie v e s  that it should e x e r c is e  
its  g e n e ra l reg u la tory  au th ority  o v e r  holding c o m ­
pan ies u nder se c tio n  5 o f  the A ct to lim it the s c o p e  
o f  p e r m is s ib le  a c t iv it ie s  u nder se c t io n  4 (c ) (5 )  to 
lending and fid u c ia ry  a c t iv it ie s  c o m m e n ce d  de n o v o , 
ex ce p t w h ere  the sh a re s  in vo lved  a re  o f  the kinds 
and am ounts e x p lic it ly  e lig ib le  fo r  in vestm en t by a 
national bagk under F ed era l statute law . O th erw ise  
C o n g r e s s ' p u rp o se  in am ending se c t io n  4 (c )(8 ) m ight 
be su bsta n tia lly  n u llified . Any lim ita tion s  on se c t io n  
4 (c )(5 ) w ould not a ffe c t  the s c o p e  o f  a c t iv it ie s  p e r ­
m itted  to a banking su b s id ia ry  o f  a bank hold in g  
com pa n y , but cou ld  a ffe c t  a cq u is it io n s  o f  a n on ­
banking com pa n y  by such  a bank, s in ce  any a c ­
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qu is ition  by  a su b s id ia ry  bank w ould  re p re s e n t  an 
in d ir e c t  a cq u is it io n  by the pa ren t hold in g  com p a n y .

T o  aid  in the co n s id e ra t io n  by the B oa rd  o f  the 
p r o p o s e d  regu la tion , in te re s te d  p e r s o n s  a re  in vited  
to su bm it re leva n t data, v ie w s , o r  a rg u m en ts . In 
a c c o r d a n c e  with the p r o v is io n s  o f  se c t io n  4 (c )(8 )  
in te re s te d  p e r s o n s  a re  a ls o  g iven  opportu n ity  to 
re q u e st a h ea r in g  on the qu estion  w hether an a c ­
tiv ity  s p e c i f ie d  in the p r o p o s e d  am endm ent is  " s o  
c lo s e ly  re la te d  to banking o r  m anaging  o r  c o n t r o l ­
lin g  banks as to be a p r o p e r  in ciden t th e r e to " .

The B oa rd  a n ticip a tes  p r o p o s in g  fr o m  tim e  to 
tim e  ad d itiona l a c t iv it ie s  f o r  in clu s io n  in the r e g u la ­
tion . A c co r d in g ly , hold in g  co m p a n ie s  o r  o th er  in ­
te r e s te d  p e r s o n s  m ay d e s ir e  to su bm it p r o p o s a ls  
that they w ish  to have the B o a rd  c o n s id e r  fo r  that 
p u rp o se . H ow ever, to fa c ilita te  p ro m p t im p le m e n ta ­
tion  o f  the am ended  se c t io n  4 (c ) (8 ) ,  the B oa rd  d o e s  
not intend to c o n s id e r  su ch  p r o p o s a ls  until a fter  
adoption  by the B oa rd  o f  its  in itia l regu la tion . F o r  
s im ila r  r e a so n s , the B oa rd  d o e s  not an ticip ate  p r o ­
c e s s in g  until that tim e  a p p lica tio n s  fo r  a cq u is itio n s  
on the b a s is  o f  s e c t io n  4 (c ) (8 )  r e c e iv e d  by the R e ­
s e r v e  Banks a fte r  D e ce m b e r  31, 1970, e x ce p t  in 
unusual and ex igen t c ir c u m s ta n c e s .

Any su ch  m a te r ia l o r  re q u e sts  fo r  h earin g  should  
be  su bm itted  in w ritin g  to the S e cre ta ry , B oa rd  o f  
G o v e r n o r s  o f  the F ed era l R e s e rv e  System , W a sh in g ­
ton, D .C . 20551, to be r e c e iv e d  not la te r  than 
F e b ru a ry  26, 1971. Such m a te r ia l w ill be m ade 
a v a ila b le  f o r  in sp ection  and cop y in g  upon req u est, 
e x ce p t  as p ro v id e d  in § 26 1 .6 (a ) o f  the B o a rd 's  
R u les R egard in g  A v a ila b ility  o f  In form ation .

(Reg. Y)
BANK H O L D IN G  COMPANIES

Nonbanking Acquisitions by One-Bank Holding Companies

T he B oa rd  o f  G o v e r n o r s  p r o p o s e s  to add a new 
p a ra gra p h  to se c t io n  222.4  o f  R egu lation  Y to read  
as fo llo w s :
§ 222 .4  In terests  in nonbanking org a n iz a tio n s .

* * *
(d) C erta in  a cq u is itio n s  by com pan y  c o v e r e d  in

1970. E xcep t with r e s p e c t  to a cq u is itio n s  m ade 
pu rsuant to a binding co m m itm e n t en tered  into b e ­
fo r e  January 26, 1971, no bank holding com pan y  
m ay a fte r  that date, d ir e c t ly  o r  in d ire ct ly , a cq u ire  
any sh a r e s  o r  c o m m e n ce  to en gage  in any a c t iv it ie s  
on the b a s is  o f  s e c t io n  4 ( c ) (12) o f  the Bank H olding 
C om pan y A c t , e x ce p t with p r io r  ap prova l o f  the 
B oa rd . If the com pa n y  has fi le d  with the B oa rd  an

ir r e v o c a b le  d e c la ra t io n  that, u n less  granted  an e x ­
em ption  u nder se c t io n  4(d ) o f  the A ct, it w ill c e a s e  
to be a bank h old ing  com pa n y  by  January 1, 1981, 
req u ests  fo r  su ch  ap prova l sh a ll be deem ed  to be 
ap p roved  45 days a fte r  the com pa n y  is  in fo rm e d  that 
the re q u e st has been  r e c e iv e d  by its  R e s e rv e  Bank, 
u n less  the com pan y  is  n otified  to the co n tra ry  w ithin 
that tim e . If the com pan y  has not f ile d  such  a 
d e c la ra t io n , on ly  re q u e sts  with r e s p e c t  to a c q u is i­
tions o r  expan sion  o f  a c t iv it ie s  that the com pan y  
d e m o n stra te s  to the sa tis fa c t io n  o f  the B oa rd  a re  
n e c e s s a r y  to en ab le  it m o re  e ffic ie n t ly  to m a rk et 
its  a s s e ts  su b je c t  to d iv e st itu re  w ill be a p p rov ed .

* * * * *
S ection  4 (c )  (12) o f  the Bank H olding C om pany 

A ct p e r m its  a com pan y  c o v e r e d  by the 1970 am en d ­
m en ts to reta in  o r  a cq u ire  any sh a re s  o r  engage 
in any a c t iv it ie s  until January 1, 1981, if  the holding 
com pan y  c o m p lie s  with su ch  con d ition s  as the B oa rd  
m ay by regu la tion  p r e s c r ib e .  In en actin g  th is e x ­
em p tion , C o n g re s s  had tw o ty p es  o f  com p a n ies  in 
m ind. The B oa rd  b e l ie v e s  that the fo re g o in g  sy ste m  
o f  p r io r  a p p ro v a ls  is  n e c e s s a r y  to a ssu re  that the 
exem p tion  is  u sed  on ly  by th ose  com p a n ies  fo r  p u r ­
p o s e s  co n s is te n t  with the A ct.

The tw o types o f  co m p a n ie s  C o n g re ss  had in 
m ind in en actin g  se c tio n  4 (c ) (12) a re  (1) a com pan y  
that e le c t s  to d iv est it s e lf  o f  its  bank b e fo r e  1981 
and th ereb y  c e a s e  to be a bank h old ing  com pany  and
(2) a com p a n y  that w ill be re q u ire d  to d iv e st a 
nonbanking su b s id ia ry  o r  c e a s e  to engage in a n on ­
banking a ctiv ity  ow ned o r  engaged  in on D e ce m b e r  
31, 1970.

U nder the p ro p o sa l, a p p rov a l o f  a cq u is itio n s  by 
a com p an y  that e le c ts  to d iv e st it s e lf  o f  its bank 
would n o rm a lly  be granted , u nder a s im p le  n o t if ic a ­
tion p r o c e d u r e . A cq u is itio n s  by o th er  co m p a n ie s  
n o rm a lly  w ould  not be ap p roved , u n less the c o m ­
pany d e m o n stra te s  that the a cq u is ition  is  n e ce s s a r y  
to a s su re  that the co m p a n y 's  req u ired  d iv e s t itu re s  
can be m ade as qu ick ly  as p o s s ib le , as e ffic ie n t ly  
as p o s s ib le , and with as little  e c o n o m ic  lo s s  to the 
d iv estin g  com pan y  as p o s s ib le .

T o  aid in the co n s id e ra tio n  o f  this m a tter  by 
the B oa rd , in terested  p e r so n s  a re  invited to su bm it 
re leva n t data, v iew s , o r  argum ents. Any such  
m a ter ia l shou ld  be subm itted  in w ritin g  to the 
S e cre ta ry , B oa rd  o f  G o v e rn o rs  o f  the F edera l R e ­
se r v e  System , W ashington , D .C . 20551, to be r e ­
c e iv e d  not la te r  than F ebru ary  26, 1971. Such 
m a ter ia l w ill be m ade a v a ilab le  fo r  in spection  and 
cop y in g  upon requ est, e x cep t as p rov id ed  in § 
261 .6 (a ) o f  the B o a rd 's  R u les R egard in g  A v a ilab ility  
o f  In form ation .
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