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unless otherwise noted. 
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1 Code of Federal Regulations, title 12, 
chapter II, part 225. 

§ 225.1 Authority, purpose, and scope. 
(a) Authority. This part 1 (Regulation 

Y) is issued by the Board of Governors 
of the Federal Reserve System (Board) 
under section 5(b) of the Bank Holding 
Company Act of 1956, as amended (12 
U.S.C. 1844(b)) (BHC Act); sections 8 and 
13(a) of the International Banking Act 
of 1978 (12 U.S.C. 3106 and 3108); section 
7(j)(13) of the Federal Deposit Insur-
ance Act, as amended by the Change in 
Bank Control Act of 1978 (12 U.S.C. 
1817(j)(13)) (Bank Control Act); section 
8(b) of the Federal Deposit Insurance 
Act (12 U.S.C. 1818(b)); section 914 of 
the Financial Institutions Reform, Re-
covery and Enforcement Act of 1989 (12 
U.S.C. 1831i); section 106 of the Bank 
Holding Company Act Amendments of 
1970 (12 U.S.C. 1972); and the Inter-
national Lending Supervision Act of 
1983 (Pub. L. 98–181, title IX). The BHC 
Act is codified at 12 U.S.C. 1841, et seq. 

(b) Purpose. The principal purposes of 
this part are to: 

(1) Regulate the acquisition of con-
trol of banks by companies and individ-
uals; 

(2) Define and regulate the non-
banking activities in which bank hold-
ing companies and foreign banking or-
ganizations with United States oper-
ations may engage; and 

(3) Set forth the procedures for secur-
ing approval for these transactions and 
activities. 

(c) Scope—(1) Subpart A contains gen-
eral provisions and definitions of terms 
used in this regulation. 

(2) Subpart B governs acquisitions of 
bank or bank holding company securi-
ties and assets by bank holding compa-
nies or by any company that will be-
come a bank holding company as a re-
sult of the acquisition. 

(3) Subpart C defines and regulates 
the nonbanking activities in which 
bank holding companies and foreign 
banking organizations may engage di-
rectly or through a subsidiary. The 
Board’s Regulation K governs certain 
nonbanking activities conducted by 
foreign banking organizations and cer-
tain foreign activities conducted by 
bank holding companies (12 CFR part 
211, International Banking Operations). 

(4) Subpart D specifies situations in 
which a company is presumed to con-
trol voting securities or to have the 
power to exercise a controlling influ-
ence over the management or policies 
of a bank or other company; sets forth 
the procedures for making a control de-
termination; and provides rules gov-
erning the effectiveness of divestitures 
by bank holding companies. 

(5) Subpart E governs changes in bank 
control resulting from the acquisition 
by individuals or companies (other 
than bank holding companies) of vot-
ing securities of a bank holding com-
pany or state member bank of the Fed-
eral Reserve System. 

(6) Subpart F specifies the limitations 
that govern companies that control so- 
called nonbank banks and the activi-
ties of nonbank banks. 

(7) Subpart G prescribes minimum 
standards that apply to the perform-
ance of real estate appraisals and iden-
tifies transactions that require state 
certified appraisers. 

(8) Subpart H identifies the cir-
cumstances when written notice must 
be provided to the Board prior to the 
appointment of a director or senior of-
ficer of a bank holding company and 
establishes procedures for obtaining 
the required Board approval. 

(9) Subpart I establishes the proce-
dure by which a bank holding company 
may elect to become a financial hold-
ing company, enumerates the con-
sequences if a financial holding com-
pany ceases to meet a requirement ap-
plicable to a financial holding com-
pany, lists the activities in which a fi-
nancial holding company may engage, 
establishes the procedure by which a 
person may request the Board to au-
thorize additional activities as finan-
cial in nature or incidental thereto, 
and establishes the procedure by which 
a financial holding company may seek 
approval to engage in an activity that 
is complementary to a financial activ-
ity. 

(10) Subpart J governs the conduct of 
merchant banking investment activi-
ties by financial holding companies as 
permitted under section 4(k)(4)(H) of 
the Bank Holding Company Act (12 
U.S.C. 1843(k)(4)(H)). 

(11) Subpart K governs the period of 
time that firms subject to section 13 of 
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the Bank Holding Company Act (12 
U.S.C. 1851) have to bring their activi-
ties, investments and relationships 
into compliance with the requirements 
of such section. 

(12) Appendix B contains the Board’s 
Capital Adequacy Guidelines for meas-
uring leverage for bank holding compa-
nies and state member banks. 

(13) Appendix C contains the Board’s 
policy statement governing small bank 
holding companies. 

(14) Appendix D contains the Board’s 
Capital Adequacy Guidelines for meas-
uring tier 1 leverage for bank holding 
companies. 

(15) Appendix E contains the Board’s 
Capital Adequacy Guidelines for meas-
uring market risk of bank holding 
companies. 

(16) Appendix F contains the Inter-
agency Guidelines Establishing Infor-
mation Security Standards. 

[Reg. Y, 62 FR 9319, Feb. 28, 1997, as amended 
at 65 FR 16472, Mar. 28, 2000; 66 FR 414, Jan. 
3, 2001; 66 FR 8484, Jan. 31, 2001; 66 FR 8636, 
Feb. 1, 2001; 76 FR 8275, Feb. 14, 2011] 

§ 225.2 Definitions. 

Except as modified in this regulation 
or unless the context otherwise re-
quires, the terms used in this regula-
tion have the same meaning as set 
forth in the relevant statutes. 

(a) Affiliate means any company that 
controls, is controlled by, or is under 
common control with, another com-
pany. 

(b)(1) Bank means: 
(i) An insured bank as defined in sec-

tion 3(h) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1813(h)); or 

(ii) An institution organized under 
the laws of the United States which 
both: 

(A) Accepts demand deposits or de-
posits that the depositor may withdraw 
by check or similar means for payment 
to third parties or others; and 

(B) Is engaged in the business of 
making commercial loans. 

(2) Bank does not include those insti-
tutions qualifying under the exceptions 
listed in section 2(c)(2) of the BHC Act 
(12 U.S.C. 1841(c)(2)). 

(c)(1) Bank holding company means 
any company (including a bank) that 
has direct or indirect control of a bank, 

other than control that results from 
the ownership or control of: 

(i) Voting securities held in good 
faith in a fiduciary capacity (other 
than as provided in paragraphs (e)(2)(ii) 
and (iii) of this section) without sole 
discretionary voting authority, or as 
otherwise exempted under section 
2(a)(5)(A) of the BHC Act; 

(ii) Voting securities acquired and 
held only for a reasonable period of 
time in connection with the under-
writing of securities, as provided in 
section 2(a)(5)(B) of the BHC Act; 

(iii) Voting rights to voting securi-
ties acquired for the sole purpose and 
in the course of participating in a 
proxy solicitation, as provided in sec-
tion 2(a)(5)(C) of the BHC Act; 

(iv) Voting securities acquired in sat-
isfaction of debts previously con-
tracted in good faith, as provided in 
section 2(a)(5)(D) of the BHC Act, if the 
securities are divested within two 
years of acquisition (or such later pe-
riod as the Board may permit by 
order); or 

(v) Voting securities of certain insti-
tutions owned by a thrift institution or 
a trust company, as provided in sec-
tions 2(a)(5)(E) and (F) of the BHC Act. 

(2) Except for the purposes of 
§ 225.4(b) of this subpart and subpart E 
of this part, or as otherwise provided in 
this regulation, bank holding company 
includes a foreign banking organiza-
tion. For the purposes of subpart B of 
this part, bank holding company in-
cludes a foreign banking organization 
only if it owns or controls a bank in 
the United States. 

(d)(1) Company includes any bank, 
corporation, general or limited part-
nership, association or similar organi-
zation, business trust, or any other 
trust unless by its terms it must termi-
nate either within 25 years, or within 
21 years and 10 months after the death 
of individuals living on the effective 
date of the trust. 

(2) Company does not include any or-
ganization, the majority of the voting 
securities of which are owned by the 
United States or any state. 

(3) Testamentary trusts exempt. Unless 
the Board finds that the trust is being 
operated as a business trust or com-
pany, a trust is presumed not to be a 
company if the trust: 
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(i) Terminates within 21 years and 10 
months after the death of grantors or 
beneficiaries of the trust living on the 
effective date of the trust or within 25 
years; 

(ii) Is a testamentary or inter vivos 
trust established by an individual or 
individuals for the benefit of natural 
persons (or trusts for the benefit of 
natural persons) who are related by 
blood, marriage or adoption; 

(iii) Contains only assets previously 
owned by the individual or individuals 
who established the trust; 

(iv) Is not a Massachusetts business 
trust; and 

(v) Does not issue shares, certifi-
cates, or any other evidence of owner-
ship. 

(4) Qualified limited partnerships ex-
empt. Company does not include a 
qualified limited partnership, as de-
fined in section 2(o)(10) of the BHC Act. 

(e)(1) Control of a bank or other com-
pany means (except for the purposes of 
subpart E of this part): 

(i) Ownership, control, or power to 
vote 25 percent or more of the out-
standing shares of any class of voting 
securities of the bank or other com-
pany, directly or indirectly or acting 
through one or more other persons; 

(ii) Control in any manner over the 
election of a majority of the directors, 
trustees, or general partners (or indi-
viduals exercising similar functions) of 
the bank or other company; 

(iii) The power to exercise, directly 
or indirectly, a controlling influence 
over the management or policies of the 
bank or other company, as determined 
by the Board after notice and oppor-
tunity for hearing in accordance with 
§ 225.31 of subpart D of this part; or 

(iv) Conditioning in any manner the 
transfer of 25 percent or more of the 
outstanding shares of any class of vot-
ing securities of a bank or other com-
pany upon the transfer of 25 percent or 
more of the outstanding shares of any 
class of voting securities of another 
bank or other company. 

(2) A bank or other company is 
deemed to control voting securities or 
assets owned, controlled, or held, di-
rectly or indirectly: 

(i) By any subsidiary of the bank or 
other company; 

(ii) In a fiduciary capacity (including 
by pension and profit-sharing trusts) 
for the benefit of the shareholders, 
members, or employees (or individuals 
serving in similar capacities) of the 
bank or other company or any of its 
subsidiaries; or 

(iii) In a fiduciary capacity for the 
benefit of the bank or other company 
or any of its subsidiaries. 

(f) Foreign banking organization and 
qualifying foreign banking organization 
have the same meanings as provided in 
§ 211.21(n) and § 211.23 of the Board’s 
Regulation K (12 CFR 211.21(n) and 
211.23). 

(g) Insured depository institution in-
cludes an insured bank as defined in 
section 3(h) of the Federal Deposit In-
surance Act (12 U.S.C. 1813(h)) and a 
savings association. 

(h) Lead insured depository institution 
means the largest insured depository 
institution controlled by the bank 
holding company as of the quarter end-
ing immediately prior to the proposed 
filing, based on a comparison of the av-
erage total risk-weighted assets con-
trolled during the previous 12-month 
period by each insured depository insti-
tution subsidiary of the holding com-
pany. 

(i) Management official means any of-
ficer, director (including honorary or 
advisory directors), partner, or trustee 
of a bank or other company, or any em-
ployee of the bank or other company 
with policy-making functions. 

(j) Nonbank bank means any institu-
tion that: 

(1) Became a bank as a result of en-
actment of the Competitive Equality 
Amendments of 1987 (Pub. L. 100–86), on 
the date of enactment (August 10, 1987); 
and 

(2) Was not controlled by a bank 
holding company on the day before the 
enactment of the Competitive Equality 
Amendments of 1987 (August 9, 1987). 

(k) Outstanding shares means any vot-
ing securities, but does not include se-
curities owned by the United States or 
by a company wholly owned by the 
United States. 

(l) Person includes an individual, 
bank, corporation, partnership, trust, 
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2 For purposes of this subpart and subparts 
B and C of this part, a bank holding company 
with consolidated assets of less than $500 
million that is subject to the Small Bank 
Holding Company Policy Statement in ap-
pendix C of this part will be deemed to be 
‘‘well-capitalized’’ if the bank holding com-
pany meets the requirements for expedited/ 
waived processing in appendix C. 

association, joint venture, pool, syn-
dicate, sole proprietorship, unincor-
porated organization, or any other 
form of entity. 

(m) Savings association means: 
(1) Any federal savings association or 

federal savings bank; 
(2) Any building and loan association, 

savings and loan association, home-
stead association, or cooperative bank 
if such association or cooperative bank 
is a member of the Savings Association 
Insurance Fund; and 

(3) Any savings bank or cooperative 
that is deemed by the director of the 
Office of Thrift Supervision to be a sav-
ings association under section 10(l) of 
the Home Owners Loan Act. 

(n) Shareholder—(1) Controlling share-
holder means a person that owns or 
controls, directly or indirectly, 25 per-
cent or more of any class of voting se-
curities of a bank or other company. 

(2) Principal shareholder means a per-
son that owns or controls, directly or 
indirectly, 10 percent or more of any 
class of voting securities of a bank or 
other company, or any person that the 
Board determines has the power, di-
rectly or indirectly, to exercise a con-
trolling influence over the manage-
ment or policies of a bank or other 
company. 

(o) Subsidiary means a bank or other 
company that is controlled by another 
company, and refers to a direct or indi-
rect subsidiary of a bank holding com-
pany. An indirect subsidiary is a bank 
or other company that is controlled by 
a subsidiary of the bank holding com-
pany. 

(p) United States means the United 
States and includes any state of the 
United States, the District of Colum-
bia, any territory of the United States, 
Puerto Rico, Guam, American Samoa, 
and the Virgin Islands. 

(q)(1) Voting securities means shares of 
common or preferred stock, general or 
limited partnership shares or interests, 
or similar interests if the shares or in-
terest, by statute, charter, or in any 
manner, entitle the holder: 

(i) To vote for or to select directors, 
trustees, or partners (or persons exer-
cising similar functions of the issuing 
company); or 

(ii) To vote on or to direct the con-
duct of the operations or other signifi-
cant policies of the issuing company. 

(2) Nonvoting shares. Preferred shares, 
limited partnership shares or interests, 
or similar interests are not voting secu-
rities if: 

(i) Any voting rights associated with 
the shares or interest are limited sole-
ly to the type customarily provided by 
statute with regard to matters that 
would significantly and adversely af-
fect the rights or preference of the se-
curity or other interest, such as the 
issuance of additional amounts or 
classes of senior securities, the modi-
fication of the terms of the security or 
interest, the dissolution of the issuing 
company, or the payment of dividends 
by the issuing company when preferred 
dividends are in arrears; 

(ii) The shares or interest represent 
an essentially passive investment or fi-
nancing device and do not otherwise 
provide the holder with control over 
the issuing company; and 

(iii) The shares or interest do not en-
title the holder, by statute, charter, or 
in any manner, to select or to vote for 
the selection of directors, trustees, or 
partners (or persons exercising similar 
functions) of the issuing company. 

(3) Class of voting shares. Shares of 
stock issued by a single issuer are 
deemed to be the same class of voting 
shares, regardless of differences in divi-
dend rights or liquidation preference, if 
the shares are voted together as a sin-
gle class on all matters for which the 
shares have voting rights other than 
matters described in paragraph (o)(2)(i) 
of this section that affect solely the 
rights or preferences of the shares. 

(r) Well-capitalized—(1) Bank holding 
company. In the case of a bank holding 
company, 2 well-capitalized means that: 

(i) On a consolidated basis, the bank 
holding company maintains a total 
risk-based capital ratio of 10.0 percent 
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or greater, as defined in appendix A of 
this part; 

(ii) On a consolidated basis, the bank 
holding company maintains a Tier 1 
risk-based capital ratio of 6.0 percent 
or greater, as defined in appendix A of 
this part; and 

(iii) The bank holding company is not 
subject to any written agreement, 
order, capital directive, or prompt cor-
rective action directive issued by the 
Board to meet and maintain a specific 
capital level for any capital measure. 

(2) Insured and uninsured depository 
institution—(i) Insured depository institu-
tion. In the case of an insured deposi-
tory institution, ‘‘well capitalized’’ 
means that the institution has and 
maintains at least the capital levels re-
quired to be well capitalized under the 
capital adequacy regulations or guide-
lines applicable to the institution that 
have been adopted by the appropriate 
Federal banking agency for the institu-
tion under section 38 of the Federal De-
posit Insurance Act (12 U.S.C. 1831o). 

(ii) Uninsured depository institution. In 
the case of a depository institution the 
deposits of which are not insured by 
the Federal Deposit Insurance Corpora-
tion, ‘‘well capitalized’’ means that the 
institution has and maintains at least 
the capital levels required for an in-
sured depository institution to be well 
capitalized. 

(3) Foreign banks—(i) Standards ap-
plied. For purposes of determining 
whether a foreign banking organization 
qualifies under paragraph (r)(1) of this 
section: 

(A) A foreign banking organization 
whose home country supervisor, as de-
fined in § 211.21 of the Board’s Regula-
tion K (12 CFR 211.21), has adopted cap-
ital standards consistent in all respects 
with the Capital Accord of the Basle 
Committee on Banking Supervision 
(Basle Accord) may calculate its cap-
ital ratios under the home country 
standard; and 

(B) A foreign banking organization 
whose home country supervisor has not 
adopted capital standards consistent in 
all respects with the Basle Accord shall 
obtain a determination from the Board 
that its capital is equivalent to the 
capital that would be required of a U.S. 
banking organization under paragraph 
(r)(1) of this section. 

(ii) Branches and agencies. For pur-
poses of determining, under paragraph 
(r)(1) of this section, whether a branch 
or agency of a foreign banking organi-
zation is well-capitalized, the branch or 
agency shall be deemed to have the 
same capital ratios as the foreign 
banking organization. 

(s) Well managed—(1) In general. Ex-
cept as otherwise provided in this part, 
a company or depository institution is 
well managed if: 

(i) At its most recent inspection or 
examination or subsequent review by 
the appropriate Federal banking agen-
cy for the company or institution (or 
the appropriate state banking agency 
in an examination described in section 
10(d) of the Federal Deposit Insurance 
Act (12 U.S.C. 1820(d)), the company or 
institution received: 

(A) At least a satisfactory composite 
rating; and 

(B) At least a satisfactory rating for 
management, if such rating is given. 

(ii) In the case of a company or de-
pository institution that has not re-
ceived an inspection or examination 
rating, the Board has determined, after 
a review of the managerial and other 
resources of the company or depository 
institution and after consulting with 
the appropriate Federal and state 
banking agencies, as applicable, for the 
company or institution, that the com-
pany or institution is well managed. 

(2) Merged depository institutions—(i) 
Merger involving well managed institu-
tions. A depository institution that re-
sults from the merger of two or more 
depository institutions that are well 
managed shall be considered to be well 
managed unless the Board determines 
otherwise after consulting with the ap-
propriate Federal and state banking 
agencies, as applicable, for each deposi-
tory institution involved in the merg-
er. 

(ii) Merger involving a poorly rated in-
stitution. A depository institution that 
results from the merger of a depository 
institution that is well managed with 
one or more depository institutions 
that are not well managed or have not 
been examined shall be considered to 
be well managed if the Board deter-
mines, after a review of the managerial 
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and other resources of the resulting de-
pository institution and after con-
sulting with the appropriate Federal 
and state banking agencies for the in-
stitutions involved in the merger, as 
applicable, that the resulting institu-
tion is well managed. 

(3) Foreign banking organizations. Ex-
cept as otherwise provided in this part, 
a foreign banking organization is con-
sidered well managed if the combined 
operations of the foreign banking orga-
nization in the United States have re-
ceived at least a satisfactory com-
posite rating at the most recent annual 
assessment. 

(t) Depository institution. For purposes 
of this part, the term ‘‘depository in-
stitution’’ has the same meaning as in 
section 3(c) of the Federal Deposit In-
surance Act (12 U.S.C. 1813(c)). 

[Reg. Y, 62 FR 9319, Feb. 28, 1997, as amended 
at 65 FR 3791, Jan. 25, 2000; 65 FR 15055, Mar. 
21, 2000; 66 FR 414, Jan. 3, 2001; 71 FR 9901, 
Feb. 28, 2006] 

§ 225.3 Administration. 
(a) Delegation of authority. Designated 

Board members and officers and the 
Federal Reserve Banks are authorized 
by the Board to exercise various func-
tions prescribed in this regulation and 
in the Board’s Rules Regarding Delega-
tion of Authority (12 CFR part 265) and 
the Board’s Rules of Procedure (12 CFR 
part 262). 

(b) Appropriate Federal Reserve Bank. 
In administering this regulation, un-
less a different Federal Reserve Bank is 
designated by the Board, the appro-
priate Federal Reserve Bank is as fol-
lows: 

(1) For a bank holding company (or a 
company applying to become a bank 
holding company): the Reserve Bank of 
the Federal Reserve district in which 
the company’s banking operations are 
principally conducted, as measured by 
total domestic deposits in its sub-
sidiary banks on the date it became (or 
will become) a bank holding company; 

(2) For a foreign banking organiza-
tion that has no subsidiary bank and is 
not subject to paragraph (b)(1) of this 
section: the Reserve Bank of the Fed-
eral Reserve district in which the total 
assets of the organization’s United 
States branches, agencies, and com-
mercial lending companies are the 

largest as of the later of January 1, 
1980, or the date it becomes a foreign 
banking organization; 

(3) For an individual or company sub-
mitting a notice under subpart E of 
this part: The Reserve Bank of the Fed-
eral Reserve district in which the 
banking operations of the bank holding 
company or state member bank to be 
acquired are principally conducted, as 
measured by total domestic deposits on 
the date the notice is filed. 

§ 225.4 Corporate practices. 
(a) Bank holding company policy and 

operations. (1) A bank holding company 
shall serve as a source of financial and 
managerial strength to its subsidiary 
banks and shall not conduct its oper-
ations in an unsafe or unsound manner. 

(2) Whenever the Board believes an 
activity of a bank holding company or 
control of a nonbank subsidiary (other 
than a nonbank subsidiary of a bank) 
constitutes a serious risk to the finan-
cial safety, soundness, or stability of a 
subsidiary bank of the bank holding 
company and is inconsistent with 
sound banking principles or the pur-
poses of the BHC Act or the Financial 
Institutions Supervisory Act of 1966, as 
amended (12 U.S.C. 1818(b) et seq.), the 
Board may require the bank holding 
company to terminate the activity or 
to terminate control of the subsidiary, 
as provided in section 5(e) of the BHC 
Act. 

(b) Purchase or redemption by bank 
holding company of its own securities—(1) 
Filing notice. Except as provided in 
paragraph (b)(6) of this section, a bank 
holding company shall give the Board 
prior written notice before purchasing 
or redeeming its equity securities if 
the gross consideration for the pur-
chase or redemption, when aggregated 
with the net consideration paid by the 
company for all such purchases or re-
demptions during the preceding 12 
months, is equal to 10 percent or more 
of the company’s consolidated net 
worth. For the purposes of this section, 
‘‘net consideration’’ is the gross con-
sideration paid by the company for all 
of its equity securities purchased or re-
deemed during the period minus the 
gross consideration received for all of 
its equity securities sold during the pe-
riod. 
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(2) Contents of notice. Any notice 
under this section shall be filed with 
the appropriate Reserve Bank and shall 
contain the following information: 

(i) The purpose of the transaction, a 
description of the securities to be pur-
chased or redeemed, the total number 
of each class outstanding, the gross 
consideration to be paid, and the terms 
and sources of funding for the trans-
action; 

(ii) A description of all equity securi-
ties redeemed within the preceding 12 
months, the net consideration paid, 
and the terms of any debt incurred in 
connection with those transactions; 
and 

(iii) (A) If the bank holding company 
has consolidated assets of $500 million 
or more, consolidated pro forma risk- 
based capital and leverage ratio cal-
culations for the bank holding com-
pany as of the most recent quarter, 
and, if the redemption is to be debt 
funded, a parent-only pro forma balance 
sheet as of the most recent quarter; or 

(B) If the bank holding company has 
consolidated assets of less than $500 
million, a pro forma parent-only bal-
ance sheet as of the most recent quar-
ter, and, if the redemption is to be debt 
funded, one-year income statement and 
cash flow projections. 

(3) Acting on notice. Within 15 cal-
endar days of receipt of a notice under 
this section, the appropriate Reserve 
Bank shall either approve the trans-
action proposed in the notice or refer 
the notice to the Board for decision. If 
the notice is referred to the Board for 
decision, the Board shall act on the no-
tice within 30 calendar days after the 
Reserve Bank receives the notice. 

(4) Factors considered in acting on no-
tice. (i) The Board may disapprove a 
proposed purchase or redemption if it 
finds that the proposal would con-
stitute an unsafe or unsound practice, 
or would violate any law, regulation, 
Board order, directive, or any condi-
tion imposed by, or written agreement 
with, the Board. 

(ii) In determining whether a pro-
posal constitutes an unsafe or unsound 
practice, the Board shall consider 
whether the bank holding company’s 
financial condition, after giving effect 
to the proposed purchase or redemp-
tion, meets the financial standards ap-

plied by the Board under section 3 of 
the BHC Act, including the Board’s 
Capital Adequacy Guidelines (appendix 
A of this part) and the Board’s Policy 
Statement for Small Bank Holding 
Companies (appendix C of this part). 

(5) Disapproval and hearing. (i) The 
Board shall notify the bank holding 
company in writing of the reasons for a 
decision to disapprove any proposed 
purchase or redemption. Within 10 cal-
endar days of receipt of a notice of dis-
approval by the Board, the bank hold-
ing company may submit a written re-
quest for a hearing. 

(ii) The Board shall order a hearing 
within 10 calendar days of receipt of 
the request if it finds that material 
facts are in dispute, or if it otherwise 
appears appropriate. Any hearing con-
ducted under this paragraph shall be 
held in accordance with the Board’s 
Rules of Practice for Formal Hearings 
(12 CFR part 263). 

(iii) At the conclusion of the hearing, 
the Board shall by order approve or dis-
approve the proposed purchase or re-
demption on the basis of the record of 
the hearing. 

(6) Exception for well-capitalized bank 
holding companies. A bank holding com-
pany is not required to obtain prior 
Board approval for the redemption or 
purchase of its equity securities under 
this section provided: 

(i) Both before and immediately after 
the redemption, the bank holding com-
pany is well-capitalized; 

(ii) The bank holding company is 
well-managed; and 

(iii) The bank holding company is not 
the subject of any unresolved super-
visory issues. 

(7) Exception for certain bank holding 
companies. This section 225.4(b) shall 
not apply to any bank holding com-
pany that is subject to § 225.8 of Regu-
lation Y (12 CFR 225.8). 

(c) Deposit insurance. Every bank that 
is a bank holding company or a sub-
sidiary of a bank holding company 
shall obtain Federal Deposit Insurance 
and shall remain an insured bank as de-
fined in section 3(h) of the Federal De-
posit Insurance Act (12 U.S.C. 1813(h)). 

(d) Acting as transfer agent or clearing 
agent. A bank holding company or any 
nonbanking subsidiary that is a 
‘‘bank,’’ as defined in section 3(a)(6) of 
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the Securities Exchange Act of 1934 (15 
U.S.C. 78c(a)(6)), and that is a transfer 
agent of securities, a clearing agency, 
or a participant in a clearing agency 
(as those terms are defined in section 
3(a) of the Securities Exchange Act (15 
U.S.C. 78c(a)), shall be subject to 
§§ 208.31–208.33 of the Board’s Regula-
tion H (12 CFR 208.31–208.33) as if it 
were a state member bank. 

(e) Reporting requirement for credit se-
cured by certain bank holding company 
stock. Each executive officer or director 
of a bank holding company the shares 
of which are not publicly traded shall 
report annually to the board of direc-
tors of the bank holding company the 
outstanding amount of any credit that 
was extended to the executive officer 
or director and that is secured by 
shares of the bank holding company. 
For purposes of this paragraph, the 
terms ‘‘executive officer’’ and ‘‘direc-
tor’’ shall have the meaning given in 
§ 215.2 of Regulation O (12 CFR 215.2). 

(f) Suspicious activity report. A bank 
holding company or any nonbank sub-
sidiary thereof, or a foreign bank that 
is subject to the BHC Act or any 
nonbank subsidiary of such foreign 
bank operating in the United States, 
shall file a suspicious activity report in 
accordance with the provisions of 
§ 208.62 of the Board’s Regulation H (12 
CFR 208.62). 

(g) Requirements for financial holding 
companies engaged in securities under-
writing, dealing, or market-making activi-
ties. (1) Any intra-day extension of 
credit by a bank or thrift, or U.S. 
branch or agency of a foreign bank to 
an affiliated company engaged in un-
derwriting, dealing in, or making a 
market in securities pursuant to sec-
tion 4(k)(4)(E) of the Bank Holding 
Company Act (12 U.S.C. 1843(k)(4)(E)) 
must be on market terms consistent 
with section 23B of the Federal Reserve 
Act. (12 U.S.C. 371c–1). 

(2) A foreign bank that is or is treat-
ed as a financial holding company 
under this part shall ensure that: 

(i) Any extension of credit by any 
U.S. branch or agency of such foreign 
bank to an affiliated company engaged 
in underwriting, dealing in, or making 
a market in securities pursuant to sec-
tion 4(k)(4)(E) of the Bank Holding 
Company Act (12 U.S.C. 1843(k)(4)(E)), 

conforms to sections 23A and 23B of the 
Federal Reserve Act (12 U.S.C. 371c and 
371c–1) as if the branch or agency were 
a member bank; 

(ii) Any purchase by any U.S. branch 
or agency of such foreign bank, as prin-
cipal or fiduciary, of securities for 
which a securities affiliate described in 
paragraph (g)(2)(i) of this section is a 
principal underwriter conforms to sec-
tions 23A and 23B of the Federal Re-
serve Act (12 U.S.C. 371c and 371c–1) as 
if the branch or agency were a member 
bank; and 

(iii) Its U.S. branches and agencies 
not advertise or suggest that they are 
responsible for the obligations of a se-
curities affiliate described in para-
graph (g)(2)(i) of this section, con-
sistent with section 23B(c) of the Fed-
eral Reserve Act (12 U.S.C. 371c–1(c)) as 
if the branches or agencies were mem-
ber banks. 

(h) Protection of customer information 
and consumer information. A bank hold-
ing company shall comply with the 
Interagency Guidelines Establishing 
Information Security Standards, as set 
forth in appendix F of this part, pre-
scribed pursuant to sections 501 and 505 
of the Gramm-Leach-Bliley Act (15 
U.S.C. 6801 and 6805). A bank holding 
company shall properly dispose of con-
sumer information in accordance with 
the rules set forth at 16 CFR part 682. 

[Reg. Y, 62 FR 9319, Feb. 28, 1997, as amended 
at 63 FR 58621, Nov. 2, 1998; 65 FR 14442, Mar. 
17, 2000; 66 FR 8636, Feb. 1, 2001; 69 FR 77618, 
Dec. 28, 2004; 71 FR 9901, Feb. 28, 2006; 76 FR 
74644, Dec. 1, 2011] 

§ 225.5 Registration, reports, and in-
spections. 

(a) Registration of bank holding compa-
nies. Each company shall register with-
in 180 days after becoming a bank hold-
ing company by furnishing information 
in the manner and form prescribed by 
the Board. A company that receives 
the Board’s prior approval under sub-
part B of this part to become a bank 
holding company may complete this 
registration requirement through sub-
mission of its first annual report to the 
Board as required by paragraph (b) of 
this section. 
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(b) Reports of bank holding companies. 
Each bank holding company shall fur-
nish, in the manner and form pre-
scribed by the Board, an annual report 
of the company’s operations for the fis-
cal year in which it becomes a bank 
holding company, and for each fiscal 
year during which it remains a bank 
holding company. Additional informa-
tion and reports shall be furnished as 
the Board may require. 

(c) Examinations and inspections. The 
Board may examine or inspect any 
bank holding company and each of its 
subsidiaries and prepare a report of 
their operations and activities. With 
respect to a foreign banking organiza-
tion, the Board may also examine any 
branch or agency of a foreign bank in 
any state of the United States and may 
examine or inspect each of the organi-
zation’s subsidiaries in the United 
States and prepare reports of their op-
erations and activities. The Board shall 
rely, as far as possible, on the reports 
of examination made by the primary 
federal or state supervisor of the sub-
sidiary bank of the bank holding com-
pany or of the branch or agency of the 
foreign bank. 

§ 225.6 Penalties for violations. 

(a) Criminal and civil penalties. (1) Sec-
tion 8 of the BHC Act provides criminal 
penalties for willful violation, and civil 
penalties for violation, by any com-
pany or individual, of the BHC Act or 
any regulation or order issued under it, 
or for making a false entry in any 
book, report, or statement of a bank 
holding company. 

(2) Civil money penalty assessments 
for violations of the BHC Act shall be 
made in accordance with subpart C of 
the Board’s Rules of Practice for Hear-
ings (12 CFR part 263, subpart C). For 
any willful violation of the Bank Con-
trol Act or any regulation or order 
issued under it, the Board may assess a 
civil penalty as provided in 12 U.S.C. 
1817(j)(15). 

(b) Cease-and-desist proceedings. For 
any violation of the BHC Act, the Bank 
Control Act, this regulation, or any 
order or notice issued thereunder, the 
Board may institute a cease-and-desist 
proceeding in accordance with the Fi-
nancial Institutions Supervisory Act of 

1966, as amended (12 U.S.C. 1818(b) et 
seq.). 

§ 225.7 Exceptions to tying restric-
tions. 

(a) Purpose. This section establishes 
exceptions to the anti-tying restric-
tions of section 106 of the Bank Holding 
Company Act Amendments of 1970 (12 
U.S.C. 1971, 1972(1)). These exceptions 
are in addition to those in section 106. 
The section also restricts tying of elec-
tronic benefit transfer services by bank 
holding companies and their nonbank 
subsidiaries. 

(b) Exceptions to statute. Subject to 
the limitations of paragraph (c) of this 
section, a bank may: 

(1) Extension to affiliates of statutory 
exceptions preserving traditional banking 
relationships. Extend credit, lease or 
sell property of any kind, or furnish 
any service, or fix or vary the consider-
ation for any of the foregoing, on the 
condition or requirement that a cus-
tomer: 

(i) Obtain a loan, discount, deposit, 
or trust service from an affiliate of the 
bank; or 

(ii) Provide to an affiliate of the 
bank some additional credit, property, 
or service that the bank could require 
to be provided to itself pursuant to sec-
tion 106(b)(1)(C) of the Bank Holding 
Company Act Amendments of 1970 (12 
U.S.C. 1972(1)(C)). 

(2) Safe harbor for combined-balance 
discounts. Vary the consideration for 
any product or package of products 
based on a customer’s maintaining a 
combined minimum balance in certain 
products specified by the bank (eligible 
products), if: 

(i) The bank offers deposits, and all 
such deposits are eligible products; and 

(ii) Balances in deposits count at 
least as much as nondeposit products 
toward the minimum balance. 

(3) Safe harbor for foreign transactions. 
Engage in any transaction with a cus-
tomer if that customer is: 

(i) A corporation, business, or other 
person (other than an individual) that: 

(A) Is incorporated, chartered, or 
otherwise organized outside the United 
States; and 

(B) Has its principal place of business 
outside the United States; or 
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(ii) An individual who is a citizen of 
a foreign country and is not resident in 
the United States. 

(c) Limitations on exceptions. Any ex-
ception granted pursuant to this sec-
tion shall terminate upon a finding by 
the Board that the arrangement is re-
sulting 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 anti- 
competitive 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 re-
strictions 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 com-
mercial lending company subsidiary of 
a foreign bank that is subject to sec-
tion 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. 

§ 225.8 Capital planning. 

(a) Purpose. This section establishes 
capital planning and prior notice and 
approval requirements for capital dis-
tributions by certain bank holding 
companies. 

(b) Scope and effective date. (1) This 
section applies to every top-tier bank 
holding company domiciled in the 
United States: 

(i) With total consolidated assets 
greater than or equal to $50 billion 
computed on the basis of the average of 
the company’s total consolidated as-
sets over the course of the previous 
four calendar quarters, as reflected on 
the bank holding company’s consoli-
dated financial statement for bank 
holding companies (FR Y–9C (the cal-
culation shall be effective as of the due 
date of the bank holding company’s 

most recent FR Y–9C required to be 
filed under 12 CFR 225.5(b))); or 

(ii) That is subject to this section, in 
whole or in part, by order of the Board 
based on the institution’s size, level of 
complexity, risk profile, scope of oper-
ations, or financial condition. 

(2) Beginning on December 30, 2011, 
the provisions of this section shall 
apply to any bank holding company 
that is subject to this section pursuant 
to paragraph (b)(1) of this section, pro-
vided that: 

(i) Until July 21, 2015, this section 
will not apply to any bank holding 
company subsidiary of a foreign bank-
ing organization that is currently rely-
ing on Supervision and Regulation Let-
ter SR 01–01 issued by the Board (as in 
effect on May 19, 2010); and 

(ii) A bank holding company that be-
comes subject to this section pursuant 
to paragraph (b)(1)(i) of this section 
after the 5th of January of a calendar 
year shall not be subject to the re-
quirements of paragraphs (d)(1)(ii), 
(d)(4), and (f)(1)(iii) of this section until 
January 1 of the next calendar year. 

(3) Nothing in this section shall limit 
the authority of the Federal Reserve to 
issue a capital directive or take any 
other supervisory or enforcement ac-
tion, including action to address unsafe 
or unsound practices or conditions or 
violations of law. 

(c) Definitions. For purposes of this 
section, the following definitions 
apply: 

(1) Capital action means any issuance 
of a debt or equity capital instrument, 
any capital distribution, and any simi-
lar action that the Federal Reserve de-
termines could impact a bank holding 
company’s consolidated capital. 

(2) Capital distribution means a re-
demption or repurchase of any debt or 
equity capital instrument, a payment 
of common or preferred stock divi-
dends, a payment that may be tempo-
rarily or permanently suspended by the 
issuer on any instrument that is eligi-
ble for inclusion in the numerator of 
any minimum regulatory capital ratio, 
and any similar transaction that the 
Federal Reserve determines to be in 
substance a distribution of capital. 

(3) Capital plan means a written pres-
entation of a bank holding company’s 
capital planning strategies and capital 
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adequacy process that includes the 
mandatory elements set forth in para-
graph (d)(2) of this section. 

(4) Capital policy means a bank hold-
ing company’s written assessment of 
the principles and guidelines used for 
capital planning, capital issuance, 
usage and distributions, including in-
ternal capital goals; the quantitative 
or qualitative guidelines for dividend 
and stock repurchases; the strategies 
for addressing potential capital short-
falls; and the internal governance pro-
cedures around capital policy prin-
ciples and guidelines. 

(5) Minimum regulatory capital ratio 
means any minimum regulatory cap-
ital ratio that the Federal Reserve may 
require of a bank holding company, by 
regulation or order, including the bank 
holding company’s leverage ratio and 
tier 1 and total risk-based capital ra-
tios as calculated under Appendices A, 
D, E, and G to this part (12 CFR part 
225), or any successor regulation. 

(6) Planning horizon means the period 
of at least nine quarters, beginning 
with the quarter preceding the quarter 
in which the bank holding company 
submits its capital plan, over which 
the relevant projections extend. 

(7) Tier 1 capital has the same mean-
ing as under Appendix A to this part or 
any successor regulation. 

(8) Tier 1 common capital means tier 1 
capital less the non-common elements 
of tier 1 capital, including perpetual 
preferred stock and related surplus, mi-
nority interest in subsidiaries, trust 
preferred securities and mandatory 
convertible preferred securities. 

(9) Tier 1 common ratio means the 
ratio of a bank holding company’s tier 
1 common capital to total risk-weight-
ed assets. This definition will remain 
in effect until the Board adopts an al-
ternative tier 1 common ratio definition 
as a minimum regulatory capital ratio. 

(10) Total risk-weighted assets has the 
same meaning as under Appendices A, 
E, and G to this part, or any successor 
regulation. 

(d) General requirements—(1) Annual 
capital planning. (i) A bank holding 
company must develop and maintain a 
capital plan. 

(ii) A bank holding company must 
submit its complete capital plan to the 
appropriate Reserve Bank and the 

Board each year by the 5th of January, 
or such later date as directed by the 
Board or the appropriate Reserve 
Bank, after consultation with the 
Board. 

(iii) The bank holding company’s 
board of directors or a designated com-
mittee thereof must at least annually 
and prior to submission of the capital 
plan under paragraph (d)(1)(ii) of this 
section: 

(A) Review the robustness of the 
bank holding company’s process for as-
sessing capital adequacy, 

(B) Ensure that any deficiencies in 
the bank holding company’s process for 
assessing capital adequacy are appro-
priately remedied; and 

(C) Approve the bank holding com-
pany’s capital plan. 

(2) Mandatory elements of capital plan. 
A capital plan must contain at least 
the following elements: 

(i) An assessment of the expected 
uses and sources of capital over the 
planning horizon that reflects the bank 
holding company’s size, complexity, 
risk profile, and scope of operations, 
assuming both expected and stressful 
conditions, including: 

(A) Estimates of projected revenues, 
losses, reserves, and pro forma capital 
levels, including any minimum regu-
latory capital ratios (for example, le-
verage, tier 1 risk-based, and total 
risk-based capital ratios) and any addi-
tional capital measures deemed rel-
evant by the bank holding company, 
over the planning horizon under ex-
pected conditions and under a range of 
stressed scenarios, including any sce-
narios provided by the Federal Reserve 
and at least one stressed scenario de-
veloped by the bank holding company 
appropriate to its business model and 
portfolios; 

(B) A calculation of the pro forma 
tier 1 common ratio over the planning 
horizon under expected conditions and 
under a range of stressed scenarios and 
discussion of how the company will 
maintain a pro forma tier 1 common 
ratio above 5 percent under expected 
conditions and the stressed scenarios 
required under paragraphs (d)(2)(i)(A) 
and (ii) of this section; 

(C) A discussion of the results of any 
stress test required by law or regula-
tion, and an explanation of how the 

VerDate Mar<15>2010 19:34 Mar 07, 2012 Jkt 226037 PO 00000 Frm 00170 Fmt 8010 Sfmt 8010 Q:\12\12V3 ofr150 PsN: PC150



159 

Federal Reserve System § 225.8 

capital plan takes these results into 
account; and 

(D) A description of all planned cap-
ital actions over the planning horizon. 

(ii) A detailed description of the bank 
holding company’s process for assess-
ing capital adequacy, including: 

(A) A discussion of how the bank 
holding company will, under expected 
and stressful conditions, maintain cap-
ital commensurate with its risks, 
maintain capital above the minimum 
regulatory capital ratios and above a 
tier 1 common ratio of 5 percent, and 
serve as a source of strength to its sub-
sidiary depository institutions; 

(B) A discussion of how the bank 
holding company will, under expected 
and stressful conditions, maintain suf-
ficient capital to continue its oper-
ations by maintaining ready access to 
funding, meeting its obligations to 
creditors and other counterparties, and 
continuing to serve as a credit inter-
mediary; 

(iii) The bank holding company’s 
capital policy; and 

(iv) A discussion of any expected 
changes to the bank holding company’s 
business plan that are likely to have a 
material impact on the firm’s capital 
adequacy or liquidity. 

(3) Data collection. Upon the request 
of the Board or appropriate Reserve 
Bank, the bank holding company shall 
provide the Federal Reserve with infor-
mation regarding— 

(i) The bank holding company’s fi-
nancial condition, including its cap-
ital; 

(ii) The bank holding company’s 
structure; 

(iii) Amount and risk characteristics 
of the bank holding company’s on- and 
off-balance sheet exposures, including 
exposures within the bank holding 
company’s trading account, other trad-
ing-related exposures (such as 
counterparty-credit risk exposures) or 
other items sensitive to changes in 
market factors, including, as appro-
priate, information about the sensi-
tivity of positions to changes in mar-
ket rates and prices; 

(iv) The bank holding company’s rel-
evant policies and procedures, includ-
ing risk management policies and pro-
cedures; 

(v) The bank holding company’s li-
quidity profile and management; and 

(vi) Any other relevant qualitative or 
quantitative information requested by 
the Board or the appropriate Reserve 
Bank to facilitate review of the bank 
holding company’s capital plan under 
this section. 

(4) Re-submission of a capital plan. (i) 
A bank holding company must update 
and re-submit its capital plan to the 
appropriate Reserve Bank within 30 
calendar days of the occurrence of one 
of the following events: 

(A) The bank holding company deter-
mines there has been or will be a mate-
rial change in the bank holding com-
pany’s risk profile, financial condition, 
or corporate structure since the bank 
holding company adopted the capital 
plan; 

(B) The Board or the appropriate Re-
serve Bank objects to the capital plan; 
or 

(C) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, directs the bank holding com-
pany in writing to revise and resubmit 
its capital plan for any of the following 
reasons: 

(1) The capital plan is incomplete or 
the capital plan, or the bank holding 
company’s internal capital adequacy 
process, contains material weaknesses; 

(2) There has been or will likely be a 
material change in the bank holding 
company’s risk profile (including a ma-
terial change in its business strategy 
or any risk exposure), financial condi-
tion, or corporate structure; 

(3) The stressed scenario(s) developed 
by the bank holding company is not ap-
propriate to its business model and 
portfolios, or changes in financial mar-
kets or the macro-economic outlook 
that could have a material impact on a 
bank holding company’s risk profile 
and financial condition require the use 
of updated scenarios; or 

(4) The capital plan or the condition 
of the bank holding company raise any 
of the issues described in paragraph 
(e)(2)(ii) of this section. 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, may, at its discretion, extend 
the 30-day period in paragraph (d)(4)(i) 
of this section for up to an additional 
60 calendar days. 
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(iii) Any updated capital plan must 
satisfy all the requirements of this sec-
tion; however, a bank holding company 
may continue to rely on information 
submitted as part of a previously sub-
mitted capital plan to the extent that 
the information remains accurate and 
appropriate. 

(e) Review of capital plans by the Fed-
eral Reserve—(1) Considerations and in-
puts. (i) The Board or the appropriate 
Reserve Bank, after consultation with 
the Board, will consider the following 
factors in reviewing a bank holding 
company’s capital plan: 

(A) The comprehensiveness of the 
capital plan, including the extent to 
which the analysis underlying the cap-
ital plan captures and addresses poten-
tial risks stemming from activities 
across the firm and the company’s cap-
ital policy; 

(B) The reasonableness of the bank 
holding company’s assumptions and 
analysis underlying the capital plan 
and its methodologies for reviewing the 
robustness of its capital adequacy proc-
ess; and 

(C) The bank holding company’s abil-
ity to maintain capital above each 
minimum regulatory capital ratio and 
above a tier 1 common ratio of 5 per-
cent on a pro forma basis under ex-
pected and stressful conditions 
throughout the planning horizon, in-
cluding but not limited to any stressed 
scenarios required under paragraphs 
(d)(2)(i)(A) and (ii) of this section. 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, will also consider the following 
information in reviewing a bank hold-
ing company’s capital plan: 

(A) Relevant supervisory information 
about the bank holding company and 
its subsidiaries; 

(B) The bank holding company’s reg-
ulatory and financial reports, as well 
as supporting data that would allow for 
an analysis of the bank holding com-
pany’s loss, revenue, and reserve pro-
jections; 

(C) As applicable, the Federal Re-
serve’s own pro forma estimates of the 
firm’s potential losses, revenues, re-
serves, and resulting capital adequacy 
under expected and stressful condi-
tions, including but not limited to any 
stressed scenarios required under para-

graphs (d)(2)(i)(A) and (ii) of this sec-
tion, as well as the results of any stress 
tests conducted by the bank holding 
company or the Federal Reserve; and 

(D) Other information requested or 
required by the appropriate Reserve 
Bank or the Board, as well as any other 
information relevant, or related, to the 
bank holding company’s capital ade-
quacy. 

(2) Federal Reserve action on a capital 
plan. (i) The Board or the appropriate 
Reserve Bank, after consultation with 
the Board, will object, in whole or in 
part, to the capital plan or provide the 
bank holding company with a notice of 
non-objection to the capital plan: 

(A) By March 31 of the calendar year 
in which a capital plan was submitted 
pursuant to paragraph (d)(1)(ii) of this 
section, and 

(B) By the date that is 75 calendar 
days after the date on which a capital 
plan was resubmitted pursuant to para-
graph (d)(4) of this section. 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, may object to a capital plan if 
it determines that: 

(A) The bank holding company has 
material unresolved supervisory issues, 
including but not limited to issues as-
sociated with its capital adequacy 
process; 

(B) The assumptions and analysis un-
derlying the bank holding company’s 
capital plan, or the bank holding com-
pany’s methodologies for reviewing the 
robustness of its capital adequacy proc-
ess, are not reasonable or appropriate; 

(C) The bank holding company has 
not demonstrated an ability to main-
tain capital above each minimum regu-
latory capital ratio and above a tier 1 
common ratio of 5 percent, on a pro 
forma basis under expected and stress-
ful conditions throughout the planning 
horizon; or 

(D) The bank holding company’s cap-
ital planning process or proposed cap-
ital distributions otherwise constitute 
an unsafe or unsound practice, or 
would violate any law, regulation, 
Board order, directive, or any condi-
tion imposed by, or written agreement 
with, the Board. In determining wheth-
er a capital plan or any proposed cap-
ital distribution would constitute an 
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unsafe or unsound practice, the appro-
priate Reserve Bank would consider 
whether the bank holding company is 
and would remain in sound financial 
condition after giving effect to the cap-
ital plan and all proposed capital dis-
tributions. 

(iii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, will notify the bank holding 
company in writing of the reasons for a 
decision to object to a capital plan. 

(iv) If the Board or the appropriate 
Reserve Bank, after consultation with 
the Board, objects to a capital plan and 
until such time as the Board or the ap-
propriate Reserve Bank, after consulta-
tion with the Board, issues a non-objec-
tion to the bank holding company’s 
capital plan, the bank holding com-
pany may not make any capital dis-
tribution, other than those capital dis-
tributions with respect to which the 
Board or the appropriate Reserve Bank 
has indicated in writing its non-objec-
tion. 

(3) Request for reconsideration or hear-
ing. Within 10 calendar days of receipt 
of a notice of objection to a capital 
plan by the Board or the appropriate 
Reserve Bank: 

(i) A bank holding company may sub-
mit a written request to the Board re-
questing reconsideration of the objec-
tion, including an explanation of why 
reconsideration should be granted. 
Within 10 calendar days of receipt of 
the bank holding company’s request, 
the Board will notify the company of 
its decision to affirm or withdraw the 
objection to the bank holding com-
pany’s capital plan or a specific capital 
distribution; or 

(ii) As an alternative to paragraph 
(e)(3)(i) of this section, a bank holding 
company may submit a written request 
to the Board for a hearing. Any hearing 
shall follow the procedures described in 
paragraph (f)(5)(ii)–(iii) of this section. 

(f) Approval requirements for certain 
capital actions—(1) Circumstances requir-
ing approval. Notwithstanding a notice 
of non-objection under paragraph 
(e)(2)(i) of this section a bank holding 
company may not make a capital dis-
tribution under the following cir-
cumstances, unless it receives approval 
from the Board or appropriate Reserve 

Bank pursuant to paragraph (f)(4) of 
this section: 

(i) After giving effect to the capital 
distribution, the bank holding com-
pany would not meet a minimum regu-
latory capital ratio or a tier 1 common 
ratio of at least 5 percent; 

(ii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, notifies the company in writing 
that the Federal Reserve has deter-
mined that the capital distribution 
would result in a material adverse 
change to the organization’s capital or 
liquidity structure or that the com-
pany’s earnings were materially under-
performing projections; 

(iii) Except as provided in paragraph 
(f)(2) of this section, the dollar amount 
of the capital distribution will exceed 
the amount described in the capital 
plan for which a non-objection was 
issued under this section; or 

(iv) The capital distribution would 
occur after the occurrence of an event 
requiring resubmission under para-
graphs (d)(4)(A) and (C) of this section 
and before the Federal Reserve acted 
on the resubmitted capital plan. 

(2) Exception for well capitalized bank 
holding companies. (i) A bank holding 
company may make a capital distribu-
tion for which the dollar amount ex-
ceeds the amount described in the cap-
ital plan for which a non-objection was 
issued under this section if the fol-
lowing conditions are satisfied: 

(A) The bank holding company is, 
and after the capital distribution 
would remain, well capitalized as de-
fined in § 225.2(r) of Regulation Y (12 
CFR 225.2(r)); 

(B) The bank holding company’s per-
formance and capital levels are, and 
after the capital distribution would re-
main, consistent with its projections 
under expected conditions as set forth 
in its capital plan under paragraph 
(d)(2)(i) of this section; 

(C) The annual aggregate dollar 
amount of all capital distributions (be-
ginning on April 1 of a calendar year 
and ending on March 31 of the fol-
lowing calendar year) would not exceed 
the total amounts described in the 
company’s capital plan for which the 
bank holding company received a no-
tice of non-objection by more than 1.00 
percent multiplied by the bank holding 
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company’s tier 1 capital, as reported to 
the Federal Reserve on the bank hold-
ing company’s first quarter FR Y–9C; 

(D) The bank holding company pro-
vides the appropriate Reserve Bank 
with notice 15 calendar days prior to a 
capital distribution that includes the 
elements described in paragraph (f)(3) 
of this section; and 

(E) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, does not object to the trans-
action proposed in the notice. In deter-
mining whether to object to the pro-
posed transaction, the Board or the ap-
propriate Reserve Bank, after consulta-
tion with the Board, shall apply the 
criteria described in paragraph (f)(4)(iv) 
of this section. 

(ii) The exception in this paragraph 
(f)(2) shall not apply if the Board or the 
appropriate Reserve Bank notifies the 
bank holding company in writing that 
it may not take advantage of this ex-
ception. 

(3) Contents of request. (i) A request 
for a capital distribution under this 
section shall be filed with the appro-
priate Reserve Bank and the Board and 
shall contain the following informa-
tion: 

(A) The bank holding company’s cur-
rent capital plan or an attestation that 
there have been no changes to the cap-
ital plan since it was last submitted to 
the Federal Reserve; 

(B) The purpose of the transaction; 
(C) A description of the capital dis-

tribution, including for redemptions or 
repurchases of securities, the gross 
consideration to be paid and the terms 
and sources of funding for the trans-
action, and for dividends, the amount 
of the dividend(s); and 

(D) Any additional information re-
quested by the Board or the appro-
priate Reserve Bank (which may in-
clude, among other things, an assess-
ment of the bank holding company’s 
capital adequacy under a revised stress 
scenario provided by the Federal Re-
serve, a revised capital plan, and sup-
porting data). 

(ii) Any request submitted with re-
spect to a capital distribution de-
scribed in paragraph (f)(1)(i) of this sec-
tion shall also include a plan for re-
storing the bank holding company’s 
capital to an amount above a minimum 

level within 30 days and a rationale for 
why the capital distribution would be 
appropriate. 

(4) Approval of certain capital distribu-
tions. (i) A bank holding company must 
obtain approval from the Board or the 
appropriate Reserve Bank, after con-
sultation with the Board, before mak-
ing a capital distribution described in 
paragraph (f)(1) of this section. 

(ii) A request for a capital distribu-
tion under this section must be filed 
with the appropriate Reserve Bank and 
contain all the information set forth in 
paragraph (f)(3) of this section. 

(iii) The Board or the appropriate Re-
serve Bank, after consultation with the 
Board, will act on a request under this 
paragraph (f)(4) within 30 calendar days 
after the receipt of a complete request 
under paragraph (f)(4)(ii) of this sec-
tion. The Board or the appropriate Re-
serve Bank may, at any time, request 
additional information that it believes 
is necessary for its decision. 

(iv) In acting on a request under this 
paragraph, the Board or appropriate 
Reserve Bank will apply the consider-
ations and principles in paragraph (e) 
of this section. In addition, the Board 
or the appropriate Reserve Bank may 
disapprove the transaction if the bank 
holding company does not provide all 
of the information required to be sub-
mitted under paragraphs (f)(3) and 
(f)(5)(iii) of this section. 

(5) Disapproval and hearing. (i) The 
Board or the appropriate Reserve Bank 
will notify the bank holding company 
in writing of the reasons for a decision 
to disapprove any proposed capital dis-
tribution. Within 10 calendar days after 
receipt of a disapproval by the Board, 
the bank holding company may submit 
a written request for a hearing. 

(ii) The Board will order a hearing 
within 10 calendar days of receipt of 
the request if it finds that material 
facts are in dispute, or if it otherwise 
appears appropriate. Any hearing con-
ducted under this paragraph shall be 
held in accordance with the Board’s 
Rules of Practice for Formal Hearings 
(12 CFR part 263). 

VerDate Mar<15>2010 19:34 Mar 07, 2012 Jkt 226037 PO 00000 Frm 00174 Fmt 8010 Sfmt 8010 Q:\12\12V3 ofr150 PsN: PC150



163 

Federal Reserve System § 225.12 

(iii) At the conclusion of the hearing, 
the Board will by order approve or dis-
approve the proposed capital distribu-
tion on the basis of the record of the 
hearing. 

[76 FR 74644, Dec. 1, 2011] 

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 sec-
tion 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 com-
pany. Any action that causes a bank or 
other company to become a bank hold-
ing 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 con-
trol of any voting securities of a bank 
or bank holding company, if the acqui-
sition results in the company’s control 
of more than 5 percent of the out-
standing shares of any class of voting 
securities of the bank or bank holding 
company. 

(2) An acquisition includes the pur-
chase 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 com-
pany’s proportional share of any class 
of voting securities. 

(d) Acquisition of bank assets. The ac-
quisition 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 as-
sumption of liabilities. 

(f) Transactions by foreign banking or-
ganization. Any transaction described 
in paragraphs (a) through (e) of this 
section by a foreign banking organiza-
tion 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 bank-
ing organization were a bank holding 
company. 

§ 225.12 Transactions not requiring 
Board approval. 

The following transactions do not re-
quire 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 secu-
rities of a bank or bank holding com-
pany in good faith in a fiduciary capac-
ity, unless: 

(1) The acquiring bank or other com-
pany has sole discretionary authority 
to vote the securities and retains this 
authority for more than two years; or 

(2) The acquisition is for the benefit 
of the acquiring bank or other com-
pany, or its shareholders, employees, 
or subsidiaries. 

(b) Acquisition of securities in satisfac-
tion of debts previously contracted. The 
acquisition by a bank or other com-
pany 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 com-
pany of additional voting securities of 
a bank or bank holding company if 
more than 50 percent of the out-
standing voting securities of the bank 
or bank holding company is lawfully 
controlled by the acquiring bank hold-
ing 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 
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