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the limitations of section 6(f) of the 
Bank Act (12 U.S.C. 1426(f)). 

(c) A member’s stock holdings shall 
not be reduced under this section to an 
amount less than required by sections 
6(b) and 10(c) of the Bank Act (12 U.S.C. 
1426(b), 1430(c)). 

§ 1263.23 Excess stock. 
(a) Sale of excess stock. Subject to the 

restriction in paragraph (b) of this sec-
tion, a member may purchase excess 
stock as long as the purchase is ap-
proved by the member’s Bank and is 
permitted by the laws under which the 
member operates. 

(b) Restriction. Any Bank with excess 
stock greater than 1 percent of its 
total assets shall not declare or pay 
any dividends in the form of additional 
shares of Bank stock or otherwise issue 
any excess stock. A Bank shall not 
issue excess stock, as a dividend or oth-
erwise, if after the issuance, the out-
standing excess stock at the Bank 
would be greater than 1 percent of its 
total assets. 

Subpart E—Consolidations 
Involving Members 

§ 1263.24 Consolidations involving 
members. 

(a) Consolidation of members. Upon the 
consolidation of two or more institu-
tions that are members of the same 
Bank into one institution operating 
under the charter of one of the consoli-
dating institutions, the membership of 
the surviving institution shall con-
tinue and the membership of each dis-
appearing institution shall terminate 
on the cancellation of its charter. Upon 
the consolidation of two or more insti-
tutions, at least two of which are mem-
bers of different Banks, into one insti-
tution operating under the charter of 
one of the consolidating institutions, 
the membership of the surviving insti-
tution shall continue and the member-
ship of each disappearing institution 
shall terminate upon cancellation of 
its charter, provided, however, that if 
more than 80 percent of the assets of 
the consolidated institution are de-
rived from the assets of a disappearing 
institution, then the consolidated in-
stitution shall continue to be a mem-
ber of the Bank of which that dis-

appearing institution was a member 
prior to the consolidation, and the 
membership of the other institutions 
shall terminate upon the effective date 
of the consolidation. 

(b) Consolidation into nonmember—(1) 
In general. Upon the consolidation of a 
member into an institution that is not 
a member of a Bank, where the consoli-
dated institution operates under the 
charter of the nonmember institution, 
the membership of the disappearing in-
stitution shall terminate upon the can-
cellation of its charter. 

(2) Notification. If a member has con-
solidated into a nonmember that has 
its principal place of business in a 
State in the same Bank district as the 
former member, the consolidated insti-
tution shall have 60 calendar days after 
the cancellation of the charter of the 
former member within which to notify 
the Bank of the former member that 
the consolidated institution intends to 
apply for membership in such Bank. If 
the consolidated institution does not 
so notify the Bank by the end of the 
period, the Bank shall require the liq-
uidation of any outstanding indebted-
ness owed by the former member, shall 
settle all outstanding business trans-
actions with the former member, and 
shall redeem or repurchase the Bank 
stock owned by the former member in 
accordance with § 1263.29. 

(3) Application. If such a consolidated 
institution has notified the appropriate 
Bank of its intent to apply for member-
ship, the consolidated institution shall 
submit an application for membership 
within 60 calendar days of so notifying 
the Bank. If the consolidated institu-
tion does not submit an application for 
membership by the end of the period, 
the Bank shall require the liquidation 
of any outstanding indebtedness owed 
by the former member, shall settle all 
outstanding business transactions with 
the former member, and shall redeem 
or repurchase the Bank stock owned by 
the former member in accordance with 
§ 1263.29. 

(4) Outstanding indebtedness. If a 
member has consolidated into a non-
member institution, the Bank need not 
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