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(B) Has its principal place of business
outside the United States; or
(ii) An individual who is a citizen of
a foreign country and is not resident in
the United States.
(c) Limitations on exceptions. Any exception granted pursuant to this section shall terminate upon a finding by
the Board that the arrangement is resulting in anti-competitive practices.
The eligibility of a bank to operate
under any exception granted pursuant
to this section shall terminate upon a
finding by the Board that its exercise
of this authority is resulting in anticompetitive practices.
(d) Extension of statute to electronic
benefit transfer services. A bank holding
company or nonbank subsidiary of a
bank holding company that provides
electronic benefit transfer services
shall be subject to the anti-tying restrictions applicable to such services
set forth in section 7(i)(11) of the Food
Stamp Act of 1977 (7 U.S.C. 2016(i)(11)).
(e) For purposes of this section, bank
has the meaning given that term in
section 106(a) of the Bank Holding
Company Act Amendments of 1970 (12
U.S.C. 1971), but shall also include a
United States branch, agency, or commercial lending company subsidiary of
a foreign bank that is subject to section 106 pursuant to section 8(d) of the
International Banking Act of 1978 (12
U.S.C. 3106(d)), and any company made
subject to section 106 by section 4(f)(9)
or 4(h) of the BHC Act.

Subpart B—Acquisition of Bank
Securities or Assets
SOURCE: Reg. Y, 62 FR 9324, Feb. 28, 1997,
unless otherwise noted.

§ 225.11 Transactions requiring Board
approval.
The following transactions require
the Board’s prior approval under section 3 of the Bank Holding Company
Act except as exempted under § 225.12
or as otherwise covered by § 225.17 of
this subpart:
(a) Formation of bank holding company. Any action that causes a bank or
other company to become a bank holding company.

(b) Acquisition of subsidiary bank. Any
action that causes a bank to become a
subsidiary of a bank holding company.
(c) Acquisition of control of bank or
bank holding company securities. (1) The
acquisition by a bank holding company
of direct or indirect ownership or control of any voting securities of a bank
or bank holding company, if the acquisition results in the company’s control
of more than 5 percent of the outstanding shares of any class of voting
securities of the bank or bank holding
company.
(2) An acquisition includes the purchase of additional securities through
the exercise of preemptive rights, but
does not include securities received in
a stock dividend or stock split that
does not alter the bank holding company’s proportional share of any class
of voting securities.
(d) Acquisition of bank assets. The acquisition by a bank holding company
or by a subsidiary thereof (other than a
bank) of all or substantially all of the
assets of a bank.
(e) Merger of bank holding companies.
The merger or consolidation of bank
holding companies, including a merger
through the purchase of assets and assumption of liabilities.
(f) Transactions by foreign banking organization. Any transaction described
in paragraphs (a) through (e) of this
section by a foreign banking organization that involves the acquisition of an
interest in a U.S. bank or in a bank
holding company for which application
would be required if the foreign banking organization were a bank holding
company.
§ 225.12 Transactions not requiring
Board approval.
The following transactions do not require the Board’s approval under
§ 225.11 of this subpart:
(a) Acquisition of securities in fiduciary
capacity. The acquisition by a bank or
other company (other than a trust that
is a company) of control of voting securities of a bank or bank holding company in good faith in a fiduciary capacity, unless:
(1) The acquiring bank or other company has sole discretionary authority
to vote the securities and retains this
authority for more than two years; or
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(2) The acquisition is for the benefit
of the acquiring bank or other company, or its shareholders, employees,
or subsidiaries.
(b) Acquisition of securities in satisfaction of debts previously contracted. The
acquisition by a bank or other company of control of voting securities of a
bank or bank holding company in the
regular course of securing or collecting
a debt previously contracted in good
faith, if the acquiring bank or other
company divests the securities within
two years of acquisition. The Board or
Reserve Bank may grant requests for
up to three one-year extensions.
(c) Acquisition of securities by bank
holding company with majority control.
The acquisition by a bank holding company of additional voting securities of
a bank or bank holding company if
more than 50 percent of the outstanding voting securities of the bank
or bank holding company is lawfully
controlled by the acquiring bank holding company prior to the acquisition.
(d) Acquisitions involving bank mergers
and internal corporate reorganizations—
(1) Transactions subject to Bank Merger
Act. The merger or consolidation of a
subsidiary bank of a bank holding company with another bank, or the purchase of assets by the subsidiary bank,
or a similar transaction involving subsidiary banks of a bank holding company, if the transaction requires the
prior approval of a federal supervisory
agency under the Bank Merger Act (12
U.S.C. 1828(c)) and does not involve the
acquisition of shares of a bank. This
exception does not include:
(i) The merger of a nonsubsidiary
bank and a nonoperating subsidiary
bank formed by a company for the purpose of acquiring the nonsubsidiary
bank; or
(ii) Any transaction requiring the
Board’s prior approval under § 225.11(e)
of this subpart.
The Board may require an application under this subpart if it determines
that the merger or consolidation would
have a significant adverse impact on
the financial condition of the bank
holding company, or otherwise requires
approval under section 3 of the BHC
Act.
(2) Certain acquisitions subject to Bank
Merger Act. The acquisition by a bank

holding company of shares of a bank or
company controlling a bank or the
merger of a company controlling a
bank with the bank holding company,
if the transaction is part of the merger
or consolidation of the bank with a
subsidiary bank (other than a nonoperating subsidiary bank) of the acquiring bank holding company, or is part of
the purchase of substantially all of the
assets of the bank by a subsidiary bank
(other than a nonoperating subsidiary
bank) of the acquiring bank holding
company, and if:
(i) The bank merger, consolidation,
or asset purchase occurs simultaneously with the acquisition of the
shares of the bank or bank holding
company or the merger of holding companies, and the bank is not operated by
the acquiring bank holding company as
a separate entity other than as the survivor of the merger, consolidation, or
asset purchase;
(ii) The transaction requires the
prior approval of a federal supervisory
agency under the Bank Merger Act (12
U.S.C. 1828(c));
(iii) The transaction does not involve
the acquisition of any nonbank company that would require prior approval
under section 4 of the BHC Act (12
U.S.C. 1843);
(iv) Both before and after the transaction, the acquiring bank holding
company meets the Board’s Capital
Adequacy Guidelines (appendices A, B,
C, D, and E of this part);
(v) At least 10 days prior to the transaction, the acquiring bank holding
company has provided to the Reserve
Bank written notice of the transaction
that contains:
(A) A copy of the filing made to the
appropriate federal banking agency
under the Bank Merger Act; and
(B) A description of the holding company’s involvement in the transaction,
the purchase price, and the source of
funding for the purchase price; and
(vi) Prior to expiration of the period
provided in paragraph (d)(2)(v) of this
section, the Reserve Bank has not informed the bank holding company that
an application under § 225.11 is required.
(3) Internal corporate reorganizations.
(i) Subject to paragraph (d)(3)(ii) of
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this section, any of the following transactions performed in the United States
by a bank holding company:
(A) The merger of holding companies
that are subsidiaries of the bank holding company;
(B) The formation of a subsidiary
holding company; 1
(C) The transfer of control or ownership of a subsidiary bank or a subsidiary holding company between one
subsidiary holding company and another subsidiary holding company or
the bank holding company.
(ii) A transaction described in paragraph (d)(3)(i) of this section qualifies
for this exception if:
(A) The transaction represents solely
a corporate reorganization involving
companies and insured depository institutions that, both preceding and following the transaction, are lawfully
controlled and operated by the bank
holding company;
(B) The transaction does not involve
the acquisition of additional voting
shares of an insured depository institution that, prior to the transaction, was
less than majority owned by the bank
holding company;
(C) The bank holding company is not
organized in mutual form; and
(D) Both before and after the transaction, the bank holding company
meets the Board’s Capital Adequacy
Guidelines (appendices A, B, C, D, and
E of this part).
(e) Holding securities in escrow. The
holding of any voting securities of a
bank or bank holding company in an
escrow arrangement for the benefit of
an applicant pending the Board’s action on an application for approval of
the proposed acquisition, if title to the
securities and the voting rights remain
with the seller and payment for the securities has not been made to the seller.
(f) Acquisition of foreign banking organization. The acquisition of a foreign
banking organization where the foreign
banking organization does not directly
or indirectly own or control a bank in
the United States, unless the acquisi1 In the case of a transaction that results in
the formation or designation of a new bank
holding company, the new bank holding company must complete the registration requirements described in § 225.5.

tion is also by a foreign banking organization and otherwise subject to
§ 225.11(f) of this subpart.
§ 225.13 Factors considered in acting
on bank acquisition proposals.
(a) Factors requiring denial. As specified in section 3(c) of the BHC Act, the
Board may not approve any application
under this subpart if:
(1) The transaction would result in a
monopoly or would further any combination or conspiracy to monopolize,
or to attempt to monopolize, the business of banking in any part of the
United States;
(2) The effect of the transaction may
be substantially to lessen competition
in any section of the country, tend to
create a monopoly, or in any other
manner be in restraint of trade, unless
the Board finds that the transaction’s
anti-competitive effects are clearly
outweighed by its probable effect in
meeting the convenience and needs of
the community;
(3) The applicant has failed to provide the Board with adequate assurances that it will make available such
information on its operations or activities, and the operations or activities of
any affiliate of the applicant, that the
Board deems appropriate to determine
and enforce compliance with the BHC
Act and other applicable federal banking statutes, and any regulations
thereunder; or
(4) In the case of an application involving a foreign banking organization,
the foreign banking organization is not
subject to comprehensive supervision
or regulation on a consolidated basis
by the appropriate authorities in its
home
country,
as
provided
in
§ 211.24(c)(1)(ii) of the Board’s Regulation K (12 CFR 211.24(c)(1)(ii)).
(b) Other factors. In deciding applications under this subpart, the Board
also considers the following factors
with respect to the applicant, its subsidiaries, any banks related to the applicant through common ownership or
management, and the bank or banks to
be acquired:
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