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(x) The cost to the banking entity of 
divesting or disposing of the activity or 
investment within the applicable pe-
riod; 

(xi) Whether the divestiture or con-
formance of the activity or investment 
would involve or result in a material 
conflict of interest between the bank-
ing entity and unaffiliated clients, cus-
tomers or counterparties to which it 
owes a duty; 

(xii) The banking entity’s prior ef-
forts to divest or conform the activity 
or investment(s), including, with re-
spect to an illiquid fund, the extent to 
which the banking entity has made ef-
forts to terminate or obtain a waiver of 
its contractual obligation to take or 
retain an equity, partnership, or other 
ownership interest in, or provide addi-
tional capital to, the illiquid fund; and 

(xiii) Any other factor that the Board 
believes appropriate. 

(2) Timing of Board review. The Board 
will seek to act on any request for an 
extension under paragraph (a)(3) or 
(b)(1) of this section no later than 90 
calendar days after the receipt of a 
complete record with respect to such 
request. 

(3) Consultation. In the case of a 
banking entity that is primarily super-
vised by another Federal banking agen-
cy, the Securities and Exchange Com-
mission, or the Commodity Futures 
Trading Commission, the Board will 
consult with such agency prior to the 
approval of a request by the banking 
entity for an extension under para-
graph (a)(3) or (b)(1) of this section. 

(e) Authority to impose restrictions on 
activities or investments during any ex-
tension period—(1) In general. The Board 
may impose such conditions on any ex-
tension approved under paragraph 
(a)(3) or (b)(1) of this section as the 
Board determines are necessary or ap-
propriate to protect the safety and 
soundness of the banking entity or the 
financial stability of the United States, 
address material conflicts of interest 
or other unsound banking practices, or 
otherwise further the purposes of sec-
tion 13 of the Bank Holding Company 
Act (12 U.S.C. 1851) and this subpart. 

(2) Consultation. In the case of a 
banking entity that is primarily super-
vised by another Federal banking agen-
cy, the Securities and Exchange Com-

mission, or the Commodity Futures 
Trading Commission, the Board will 
consult with such agency prior to im-
posing conditions on the approval of a 
request by the banking entity for an 
extension under paragraph (a)(3) or 
(b)(1) of this section. 

§ 225.182 Conformance Period for 
Nonbank Financial Companies Su-
pervised by the Board Engaged in 
Proprietary Trading or Private 
Fund Activities. 

(a) Divestiture Requirement. A 
nonbank financial company supervised 
by the Board shall come into compli-
ance with all applicable requirements 
of section 13 of the Bank Holding Com-
pany Act (12 U.S.C. 1851) and this sub-
part, including any capital require-
ments or quantitative limitations 
adopted thereunder and applicable to 
the company, not later than 2 years 
after the date the company becomes a 
nonbank financial company supervised 
by the Board. 

(b) Extensions. The Board may, by 
rule or order, extend the two-year pe-
riod under paragraph (a) by not more 
than three separate one-year periods, 
if, in the judgment of the Board, each 
such one-year extension is consistent 
with the purposes of section 13 of the 
Bank Holding Company Act (12 U.S.C. 
1851) and this subpart and would not be 
detrimental to the public interest. 

(c) Approval Required to Hold Interests 
in Excess of Time Limit. A nonbank fi-
nancial company supervised by the 
Board that seeks the Board’s approval 
for an extension of the conformance pe-
riod under paragraph (b) of this section 
must— 

(1) Submit a request in writing to the 
Board at least 180 days prior to the ex-
piration of the applicable time period; 

(2) Provide the reasons why the 
nonbank financial company supervised 
by the Board believes the extension 
should be granted; and 

(3) Provide a detailed explanation of 
the company’s plan for conforming the 
activity or investment(s) to any appli-
cable requirements established under 
section 13(a)(2) or (f)(4) of the Bank 
Holding Company Act (12 U.S.C. 
1851(a)(2) and (f)(4)). 

(d) Factors governing Board determina-
tions—(1) In general. In reviewing any 
application for an extension under 
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1 Firewalls 5–8, 19, 21 and 22 of J.P. Morgan 
& Co., The Chase Manhattan Corp., Bankers 
Trust New York Corp., Citicorp, and Security 
Pacific Corp., 75 Federal Reserve Bulletin 192, 
214–16 (1989). 

paragraph (b) of this section, the Board 
may consider all the facts and cir-
cumstances related to the nonbank fi-
nancial company and the request in-
cluding, to the extent determined rel-
evant by the Board, the factors de-
scribed in § 225.181(d)(1). 

(2) Timing. The Board will seek to act 
on any request for an extension under 
paragraph (b) of this section no later 
than 90 calendar days after the receipt 
of a complete record with respect to 
such request. 

(f) Authority to impose restrictions on 
activities or investments during any ex-
tension period. The Board may impose 
conditions on any extension approved 
under paragraph (b) of this section as 
the Board determines are necessary or 
appropriate to protect the safety and 
soundness of the nonbank financial 
company or the financial stability of 
the United States, address material 
conflicts of interest or other unsound 
practices, or otherwise further the pur-
poses of section 13 of the Bank Holding 
Company Act (12 U.S.C. 1851) and this 
subpart. 

Subpart L—Conditions to Orders 

SOURCE: 76 FR 8275, Feb. 14, 2011, unless 
otherwise noted. 

§ 225.200 Conditions to Board’s section 
20 orders. 

(a) Introduction. Under section 20 of 
the Glass-Steagall Act (12 U.S.C. 377) 
and section 4(c)(8) of the Bank Holding 
Company Act (12 U.S.C. 1843(c)(8)), a 
nonbank subsidiary of a bank holding 
company may to a limited extent un-
derwrite and deal in securities for 
which underwriting and dealing by a 
member bank is prohibited. Pursuant 
to the Securities Act of 1933 and the 
Securities Exchange Act of 1934, these 
so-called section 20 subsidiaries are re-
quired to register with the SEC as 
broker-dealers and are subject to all 
the financial reporting, anti-fraud and 
financial responsibility rules applica-
ble to broker-dealers. In addition, 
transactions between insured deposi-
tory institutions and their section 20 
affiliates are restricted by sections 23A 
and 23B of the Federal Reserve Act (12 
U.S.C. 371c and 371c–1). The Board ex-
pects a section 20 subsidiary, like any 

other subsidiary of a bank holding 
company, to be operated prudently. 
Doing so would include observing cor-
porate formalities (such as the mainte-
nance of separate accounting and cor-
porate records), and instituting appro-
priate risk management, including 
independent trading and exposure lim-
its consistent with parent company 
guidelines. 

(b) Conditions. As a condition of each 
order approving establishment of a sec-
tion 20 subsidiary, a bank holding com-
pany shall comply with the following 
conditions. 

(1) Capital. (i) A bank holding com-
pany shall maintain adequate capital 
on a fully consolidated basis. If oper-
ating a section 20 authorized to under-
write and deal in all types of debt and 
equity securities, a bank holding com-
pany shall maintain strong capital on a 
fully consolidated basis. 

(ii) In the event that a bank or thrift 
affiliate of a section 20 subsidiary shall 
become less than well capitalized (as 
defined in section 38 of the Federal De-
posit Insurance Act, 12 U.S.C. 1831o), 
and the bank holding company shall 
fail to restore it promptly to the well 
capitalized level, the Board may, in its 
discretion, reimpose the funding, credit 
extension and credit enhancement fire-
walls contained in its 1989 order allow-
ing underwriting and dealing in bank- 
ineligible securities, 1 or order the bank 
holding company to divest the section 
20 subsidiary. 

(iii) A foreign bank that operates a 
branch or agency in the United States 
shall maintain strong capital on a fully 
consolidated basis at levels above the 
minimum levels required by the Basle 
Capital Accord. In the event that the 
Board determines that the foreign 
bank’s capital has fallen below these 
levels and the foreign bank fails to re-
store its capital position promptly, the 
Board may, in its discretion, reimpose 
the funding, credit extension and credit 
enhancement firewalls contained in its 
1990 order allowing foreign banks to 
underwrite and deal in bank-ineligible 
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