Federal Reserve System

§ 225.142

on a regular basis concerning their ongoing efforts. Fair market value should
be derived from appraisals, comparable
sales or some other reasonable method.
In any case, ‘‘dpc’’ real estate would
not be permitted to be held beyond 10
years from the date of its acquisition.
(e) With respect to the transfer by a
subsidiary of other ‘‘dpc’’ shares or assets to another company in the holding
company system, including a section
4(c)(1)(D) liquidating subsidiary, or to
the holding company itself, such transfers would not alter the original divestiture period applicable to such shares
or assets at the time of their acquisition. Moreover, to ensure that assets
are not carried at inflated values for
extended periods of time, the Board expects, in the case of all such
intracompany transfers, that the
shares or assets will be transferred at a
value no greater than the fair market
value at the time of transfer and that
the transfer will be made in a normal
arms-length transaction.
(f) With regard to ‘‘dpc’’ assets acquired by a banking subsidiary of a
holding company, so long as the assets
continue to be held by the bank itself,
the Board will regard them as being
solely within the regulatory authority
of the primary supervisor of the bank.
(12 U.S.C. 1843 (c)(1)(d), (c)(2), (c)(8), and 1844
(b); 12 U.S.C. 1818)
[45 FR 49905, July 28, 1980]

§ 225.141 Operations subsidiaries of a
bank holding company.
In orders approving the retention by
a bank holding company of a 4(c)(8)
subsidiary, the Board has stated that it
would permit, without any specific regulatory approval, the formation of a
wholly owned subsidiary of an approved 4(c)(8) company to engage in activities that such a company could
itself engage in directly through a division or department. (Northwestern Financial Corporation, 65 Federal Reserve
Bulletin 566 (1979).) Section 4(a)(2) of
the Act provides generally that a bank
holding company may engage directly
in the business of managing and controlling
banks
and
permissible
nonbank activities, and in furnishing
services directly to its subsidiaries.
Even though section 4 of the Act generally prohibits the acquisition of

shares of nonbanking organizations,
the Board does not believe that such
prohibition should apply to the formation by a holding company of a whollyowned subsidiary to engage in activities that it could engage in directly.
Accordingly, as a general matter, the
Board will permit without any regulatory approval a bank holding company to form a wholly-owned subsidiary to perform servicing activities
for subsidiaries that the holding company itself could perform directly or
through a department or a division
under section 4(a)(2) of the Act. The
Board believes that permitting this
type of subsidiary is not inconsistent
with the nonbanking prohibitions of
section 4 of the Act, and is consistent
with the authority in section 4(c)(1)(C)
of the Act, which permits a bank holding company, without regulatory approval, to form a subsidiary to perform
services for its banking subsidiaries.
The Board notes, however, that a servicing subsidiary established by a bank
holding company in reliance on this interpretation will be an affiliate of the
subsidiary bank of the holding company for the purposes of the lending restrictions of section 23A of the Federal
Reserve Act. (12 U.S.C. 371c)
(12 U.S.C. 1843(a)(2) and 1844(b))
[45 FR 54326, July 15, 1980]

§ 225.142 Statement of policy concerning bank holding companies
engaging in futures, forward and
options contracts on U.S. Government and agency securities and
money market instruments.
(a) Purpose of financial contract positions. In supervising the activities of
bank holding companies, the Board has
adopted and continues to follow the
principle that bank holding companies
should serve as a source of strength for
their subsidiary banks. Accordingly,
the Board believes that any positions
that bank holding companies or their
nonbank subsidiaries take in financial
contracts should reduce risk exposure,
that is, not be speculative.
(b) Establishment of prudent written
policies, appropriate limitations and internal controls and audit programs. If the
parent organization or nonbank subsidiary is taking or intends to take positions in financial contracts, that
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