
TITLE 12—BANKS AND BANKING § 1861 

§ 1850. Acquisition of subsidiary, nonbanking ac-
tivity or business, and tying arrangement: 
Federal Reserve Board proceedings; applica-
tion for authorization; competitor as party in 
interest and person aggrieved; judicial re-
view 

With respect to any proceeding before the Fed-
eral Reserve Board wherein an applicant seeks 
authority to acquire a subsidiary which is a 
bank under section 1842 of his title, to engage di-
rectly or indirectly in a nonbanking activity 
pursuant to section 1843 of this title, or to en-
gage in an activity otherwise prohibited under 
chapter 22 of this title, a party who would be-
come a competitor of the applicant or subsidiary 
thereof by virtue of the applicant’s or its sub-
sidiary’s acquisition, entry into the business in-
volved, or activity, shall have the right to be a 
party in interest in the proceeding and, in the 
event of an adverse order of the Board, shall 
have the right as an aggrieved party to obtain 
judicial review thereof as provided in section 
1848 of this title or as otherwise provided by law. 

(Pub. L. 91–607, title I, § 105, Dec. 31, 1970, 84 Stat. 
1766.) 

CODIFICATION 

Section was enacted as part of the Bank Holding 
Company Act Amendments of 1970, and not as part of 
the Bank Holding Company Act of 1956 which comprises 
this chapter. 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in sections 1841, 3106 of this 
title.  
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§ 1861. Short title and definitions 

(a) This chapter may be cited as the ‘‘Bank 
Service Corporation Act’’. 

(b) For the purpose of this chapter— 
(1) the term ‘‘appropriate Federal banking 

agency’’ shall have the meaning provided in 
section 1813(q) of this title; 

(2) the term ‘‘bank service corporation’’ 
means a corporation organized to perform 
services authorized by this chapter, all of the 
capital stock of which is owned by one or more 
insured banks; 

(3) the term ‘‘Board’’ means the Board of 
Governors of the Federal Reserve System; 

(4) the term ‘‘depository institution’’ means 
an insured bank, financial institution subject 
to examination by the Federal Home Loan 
Bank Board or the National Credit Union Ad-
ministration Board, or a financial institution 
the accounts or deposits of which are insured 
or guaranteed under State law and are eligible 
to be insured by the Federal Deposit Insurance 
Corporation, the Federal Savings and Loan In-
surance Corporation, or the National Credit 
Union Administration Board; 

(5) the term ‘‘insured bank’’ shall have the 
meaning provided in section 1813(h) of this 
title; 

(6) the term ‘‘invest’’ includes any advance 
of funds to a bank service corporation, wheth-
er by the purchase of stock, the making of a 
loan, or otherwise, except a payment for rent 
earned, goods sold and delivered, or services 
rendered prior to the making of such payment; 
and 

(7) the term ‘‘principal investor’’ means the 
insured bank that has the largest dollar 
amount invested in the capital stock of a bank 
service corporation. In any case where two or 
more insured banks have equal dollar amounts 
invested in a bank service corporation, the 
corporation shall, prior to commencing oper-
ations, select one of the insured banks as its 
principal investor and shall notify the bank’s 
appropriate Federal banking agency of that 
choice within 5 business days of its selection. 

(Pub. L. 87–856, § 1, Oct. 23, 1962, 76 Stat. 1132; 
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96 
Stat. 1540; Pub. L. 97–457, § 32(a), Jan. 12, 1983, 96 
Stat. 2511.) 

AMENDMENTS 

1983—Subsec. (b)(4). Pub. L. 97–457 substituted ‘‘a’’ for 
‘‘or another’’ after ‘‘insured bank,’’ and inserted ref-
erence to a financial institution insured by State law 
and eligible to be insured by certain Federal agencies. 

1982—Subsec. (a). Pub. L. 97–320 substituted provision 
that this chapter may be cited as the ‘‘Bank Service 
Corporation Act’’ for provision that term ‘‘Federal su-
pervisory agency’’ meant the Comptroller of the Cur-
rency, the Board of Governors of the Federal Reserve 
System, or the Board of Directors of the Federal De-
posit Insurance Corporation. 

Subsec. (b). Pub. L. 97–320 substituted definitions of 
‘‘appropriate Federal banking agency’’, ‘‘bank service 
corporation’’, ‘‘Board’’, ‘‘depository institution’’, ‘‘in-
sured bank’’, ‘‘invest’’, and ‘‘principal investor’’ for 
provision that term ‘‘bank services’’ meant services 
such as check and deposit sorting and posting, com-
putation and posting of interest and other credits and 
charges, preparation and mailing of checks, state-
ments, notices, and similar items, or any other clerical, 
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bookkeeping, accounting, statistical, or similar func-
tions performed for a bank. 

Subsec. (c). Pub. L. 97–320 redesignated provisions of 
subsec. (c) defining ‘‘bank service corporation’’ as 
(b)(2), and revised definition. 

Subsec. (d). Pub. L. 97–320 redesignated provisions of 
subsec. (d) as (b)(6). 

TRANSFER OF FUNCTIONS 

Federal Home Loan Bank Board and Federal Savings 
and Loan Insurance Corporation abolished and func-
tions transferred, see sections 401 to 406 of Pub. L. 
101–73, set out as a note under section 1437 of this title. 

§ 1862. Amount of investment in bank service cor-
poration 

Notwithstanding any limitation or prohibition 
otherwise imposed by any provision of law ex-
clusively relating to banks, an insured bank 
may invest not more than 10 per centum of paid- 
in and unimpaired capital and unimpaired sur-
plus in a bank service corporation. No insured 
bank shall invest more than 5 per centum of its 
total assets in bank service corporations. 

(Pub. L. 87–856, § 2, Oct. 23, 1962, 76 Stat. 1132; 
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96 
Stat. 1541.) 

AMENDMENTS 

1982—Pub. L. 97–320 substituted provisions relating to 
the maximum permissible amount of investment in a 
bank service corporation by an insured bank for provi-
sions which read as follows: 

‘‘(a) No limitation or prohibition otherwise imposed 
by any provision of Federal law exclusively relating to 
banks shall prevent any two or more banks from in-
vesting not more than 10 per centum of the paid-in and 
unimpaired capital and unimpaired surplus of each of 
them in a bank service corporation. 

‘‘(b) If stock in a bank service corporation has been 
held by two banks, and one of such banks ceases to uti-
lize the services of the corporation and ceases to hold 
stock in it, and leaves the other as the sole stockhold-
ing bank, the corporation may nevertheless continue to 
function as such and the other bank may continue to 
hold stock in it.’’ 

§ 1863. Permissible bank service corporation ac-
tivities for depository institutions 

Without regard to the provisions of sections 
1864 and 1865 of this title, an insured bank may 
invest in a bank service corporation that per-
forms, and a bank service corporation may per-
form, the following services only for depository 
institutions: check and deposit sorting and post-
ing, computation and posting of interest and 
other credits and charges, preparation and mail-
ing of checks, statements, notices, and similar 
items, or any other clerical, bookkeeping, ac-
counting, statistical, or similar functions per-
formed for a depository institution. 

(Pub. L. 87–856, § 3, Oct. 23, 1962, 76 Stat. 1132; 
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96 
Stat. 1541.) 

AMENDMENTS 

1982—Pub. L. 97–320 substituted provisions relating to 
permissible bank service corporation activities for de-
pository institutions for provisions that a bank service 
corporation must provide bank services to a bank that 
applied for them if the applying bank competed with a 
bank which held stock in the corporation unless com-
parable services were available elsewhere at competi-

tive cost or furnishing the services would be beyond the 
practical capacity of the corporation. 

§ 1864. Permissible bank service corporation ac-
tivities for other persons 

(a) Services permissible other than taking depos-
its 

A bank service corporation may provide to 
any person any service authorized by this sec-
tion, except that a bank service corporation 
shall not take deposits. 

(b) Services to be performed in State where 
shareholders are located 

Except with the prior approval of the Board 
under section 1865(b) of this title in accordance 
with subsection (f) of this section— 

(1) a bank service corporation shall not per-
form the services authorized by this section in 
any State other than that State in which its 
shareholders are located; and 

(2) all insured bank shareholders of a bank 
service corporation shall be located in the 
same State. 

(c) Performance where State bank is shareholder 

A bank service corporation in which a State 
bank is a shareholder shall perform only those 
services that such State bank shareholder is au-
thorized to perform under the law of the State 
in which such State bank operates and shall per-
form such services only at locations in the State 
in which such State bank shareholder could be 
authorized to perform such services. 

(d) Performance where national bank is share-
holder 

A bank service corporation in which a na-
tional bank is a shareholder shall perform only 
those services that such national bank share-
holder is authorized to perform under the law of 
the United States and shall perform such serv-
ices only at locations in the State at which such 
national bank shareholder could be authorized 
to perform such services. 

(e) Performance where State bank and national 
bank are shareholders 

A bank service corporation that has both na-
tional bank and State bank shareholders shall 
perform only those services that may lawfully 
be performed by both its national bank share-
holder or shareholders under the law of the 
United States and its State bank shareholder or 
shareholders under the law of the State in which 
such State bank or banks operate and shall per-
form such services only at locations in the State 
at which both its State bank and national bank 
shareholders could be authorized to perform 
such services. 

(f) Geographic location 

Notwithstanding the other provisions of this 
section or any other provision of law, other than 
the provisions of Federal and State branching 
law regulating the geographic location of banks 
to the extent that those laws are applicable to 
an activity authorized by this subsection, a 
bank service corporation may perform at any 
geographic location any service, other than de-
posit taking, that the Board has determined, by 
regulation, to be permissible for a bank holding 
company under section 1843(c)(8) of this title. 
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(Pub. L. 87–856, § 4, Oct. 23, 1962, 76 Stat. 1132; 
Pub. L. 97–320, title VII, § 709, Oct. 15, 1982, 96 
Stat. 1542; Pub. L. 97–457, § 32(b)(2), Jan. 12, 1983, 
96 Stat. 2511.) 

AMENDMENTS 

1983—Subsecs. (d), (e). Pub. L. 97–457 substituted 
‘‘under the law of the United States’’ for ‘‘under this 
chapter’’. 

1982—Pub. L. 97–320 substituted provisions relating to 
bank service corporation activities for other persons 
for provisions which read: ‘‘No bank service corpora-
tion may engage in any activity other than the per-
formance of bank services for banks.’’ 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in sections 1863, 1865 of this 
title. 

§ 1865. Prior approval for investments in bank 
service corporations 

(a) Approval of Federal banking agency 

No insured bank shall invest in the capital 
stock of a bank service corporation that per-
forms any service under authority of subsection 
(c), (d), or (e) of section 1864 of this title without 
prior notice, as determined by the bank’s appro-
priate Federal banking agency. 

(b) Approval of Board 

No insured bank shall invest in the capital 
stock of a bank service corporation that per-
forms any service under authority of section 
1864(f) of this title and no bank service corpora-
tion shall perform any activity under section 
1864(f) of this title without the prior approval of 
the Board. 

(c) Considerations in determining approval 

In determining whether to approve or deny 
any application for prior approval or whether to 
approve or disapprove any notice under this sec-
tion, the Board or the appropriate Federal bank-
ing agency, as the case may be, is authorized to 
consider the financial and managerial resources 
and future prospects of the bank or banks and 
bank service corporation involved, including the 
financial capability of the bank to make a pro-
posed investment under this chapter, and pos-
sible adverse effects such as undue concentra-
tion of resources, unfair or decreased competi-
tion, conflicts of interest, or unsafe or unsound 
banking practices. 

(d) Failure to act on application for approval 

In the event the Board or the appropriate Fed-
eral banking agency, as the case may be, fails to 
act on any application under this section within 
ninety days of the submission of a complete ap-
plication to the agency, the application shall be 
deemed approved. 

(Pub. L. 87–856, § 5, Oct. 23, 1962, 76 Stat. 1133; 
Pub. L. 95–630, title III, § 308, Nov. 10, 1978, 92 
Stat. 3677; Pub. L. 97–320, title VII, § 709, Oct. 15, 
1982, 96 Stat. 1542; Pub. L. 103–325, title III, § 323, 
Sept. 23, 1994, 108 Stat. 2227.) 

AMENDMENTS 

1994—Subsec. (a). Pub. L. 103–325, § 323(1), substituted 
‘‘prior notice, as determined by’’ for ‘‘the prior ap-
proval of’’. 

Subsec. (c). Pub. L. 103–325, § 323(2), inserted ‘‘or 
whether to approve or disapprove any notice’’ after 
‘‘approval’’. 

1982—Pub. L. 97–320 substituted provisions relating to 
prior approval for investments in bank service corpora-
tions for provisions relating to regulation and examina-
tion of bank services for a regularly examined bank or 
its subsidiary or affiliate whether performed on or off 
its premises. See section 1867(c) of this title. 

1978—Pub. L. 95–630 among other changes, substituted 
provisions requiring banks regularly examined by a 
Federal supervisory agency, which cause to be per-
formed, by contract or otherwise, any bank service for 
itself, to notify such supervisory agency of the exist-
ence of a service relationship within 30 days after mak-
ing such service contract or performance of service, 
whichever occurs first for provisions requiring that no 
bank subject to examination by a Federal supervisory 
agency may cause to be performed, by contract or 
otherwise, any bank service for itself unless satisfac-
tory assurances are furnished to such supervisory agen-
cy by both the bank and the party performing such 
services that the performances thereof will be subject 
to regulation and examination by such agency to the 
same extent as if such services were being performed by 
the bank itself. 

EFFECTIVE DATE OF 1978 AMENDMENT 

Amendment by Pub. L. 95–630 effective on expiration 
of 120 days after Nov. 10, 1978, see section 2101 of Pub. 
L. 95–630, set out as an Effective Date note under sec-
tion 375b of this title. 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in sections 1863, 1864 of this 
title. 

§ 1866. Services to nonstockholders 

No bank service corporation shall unreason-
ably discriminate in the provision of any serv-
ices authorized under this chapter to any deposi-
tory institution that does not own stock in the 
service corporation on the basis of the fact that 
the nonstockholding institution is in competi-
tion with an institution that owns stock in the 
bank service corporation, except that— 

(1) it shall not be considered unreasonable 
discrimination for a bank service corporation 
to provide services to a nonstockholding insti-
tution only at a price that fully reflects all of 
the costs of offering those services, including 
the cost of capital and a reasonable return 
thereon; and 

(2) a bank service corporation may refuse to 
provide services to a nonstockholding institu-
tion if comparable services are available from 
another source at competitive overall costs, or 
if the providing of services would be beyond 
the practical capacity of the service corpora-
tion. 

(Pub. L. 87–856, § 6, Oct. 23, 1962, as added Pub. L. 
97–320, title VII, § 709, Oct. 15, 1982, 96 Stat. 1543.) 

§ 1867. Regulation and examination of bank serv-
ice corporations 

(a) Principal investor 

A bank service corporation shall be subject to 
examination and regulation by the appropriate 
Federal banking agency of its principal investor 
to the same extent as its principal investor. The 
appropriate Federal banking agency of the prin-
cipal shareholder of such a bank service corpora-
tion may authorize any other Federal banking 
agency that supervises any other shareholder of 
the bank service corporation to make such an 
examination. 
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1 So in original. Probably should be ‘‘Federal savings associa-

tions.’’ 

(b) Applicability of section 1818 of this title 

A bank service corporation shall be subject to 
the provisions of section 1818 of this title as if 
the bank service corporation were an insured 
bank. For this purpose, the appropriate Federal 
banking agency shall be the appropriate Federal 
banking agency of the principal investor of the 
bank service corporation. 

(c) Services performed by contract or otherwise 

Notwithstanding subsection (a) of this section, 
whenever a bank that is regularly examined by 
an appropriate Federal banking agency, or any 
subsidiary or affiliate of such a bank that is sub-
ject to examination by that agency, causes to be 
performed for itself, by contract or otherwise, 
any services authorized under this chapter, 
whether on or off its premises— 

(1) such performance shall be subject to reg-
ulation and examination by such agency to 
the same extent as if such services were being 
performed by the bank itself on its own prem-
ises, and 

(2) the bank shall notify such agency of the 
existence of the service relationship within 
thirty days after the making of such service 
contract or the performance of the service, 
whichever occurs first. 

(d) Issuance of regulations and orders 

The Board and the appropriate Federal bank-
ing agencies are authorized to issue such regula-
tions and orders as may be necessary to enable 
them to administer and to carry out the pur-
poses of this chapter and to prevent evasions 
thereof. 

(Pub. L. 87–856, § 7, Oct. 23, 1962, as added Pub. L. 
97–320, title VII, § 709, Oct. 15, 1982, 96 Stat. 1543; 
amended Pub. L. 97–457, § 32(b)(1), Jan. 12, 1983, 96 
Stat. 2511.) 

AMENDMENTS 

1983—Subsec. (b). Pub. L. 97–457 substituted reference 
to section 1818 of this title for reference to the Finan-
cial Institutions Supervisory Act of 1966 (12 U.S.C. 
1818(b) et seq.).  

CHAPTER 19—SECURITY MEASURES FOR 
BANKS AND SAVINGS ASSOCIATIONS 
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(a) Rules for installation, maintenance, 
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(b) Time for compliance with standards. 
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1884. Penalties for violations. 

§ 1881. ‘‘Federal supervisory agency’’ defined 

As used in this chapter the term ‘‘Federal su-
pervisory agency’’ means— 

(1) The Comptroller of the Currency with re-
spect to national banks and district banks, 

(2) The Board of Governors of the Federal 
Reserve System with respect to Federal Re-
serve banks and State banks which are mem-
bers of the Federal Reserve System, 

(3) The Federal Deposit Insurance Corpora-
tion with respect to State banks which are not 
members of the Federal Reserve System but 
the deposits of which are insured by the Fed-

eral Deposit Insurance Corporation and State 
savings associations, and 

(4) The Director of the Office of Thrift Su-
pervision with respect to Federal savings.1 

(Pub. L. 90–389, § 2, July 7, 1968, 82 Stat. 294; Pub. 
L. 101–73, title VII, § 744(h), Aug. 9, 1989, 103 Stat. 
439.) 

AMENDMENTS 

1989—Par. (3). Pub. L. 101–73, § 744(h)(2), inserted ref-
erence to State savings associations. 

Par. (4). Pub. L. 101–73, § 744(h)(1), substituted ‘‘Direc-
tor of the Office of Thrift Supervision’’ for ‘‘Federal 
Home Loan Bank Board’’, struck out ‘‘and loan’’ after 
‘‘Federal savings’’, and struck out ‘‘associations, and 
institutions the accounts of which are insured by the 
Federal Savings and Loan Insurance Corporation’’ be-
fore period at end. 

SHORT TITLE 

Section 1 of Pub. L. 90–389 provided: ‘‘That this Act 
[enacting this chapter and amending section 1729 of 
this title] may be cited as the ‘Bank Protection Act of 
1968’.’’ 

SECTION REFERRED TO IN OTHER SECTIONS 

This section is referred to in section 1883 of this title. 

§ 1882. Security measures 

(a) Rules for installation, maintenance, and oper-
ation of security devices and procedures 

Within six months from July 7, 1968, each Fed-
eral supervisory agency shall promulgate rules 
establishing minimum standards with which 
each bank or savings and loan association must 
comply with respect to the installation, mainte-
nance, and operation of security devices and 
procedures, reasonable in cost, to discourage 
robberies, burglaries, and larcenies and to assist 
in the identification and apprehension of per-
sons who commit such acts. 

(b) Time for compliance with standards 

The rules shall establish the time limits with-
in which banks and savings and loan associa-
tions shall comply with the standards. 

(Pub. L. 90–389, § 3, July 7, 1968, 82 Stat. 295; Pub. 
L. 101–73, title IX, § 911(a), Aug. 9, 1989, 103 Stat. 
478.) 

AMENDMENTS 

1989—Subsec. (b). Pub. L. 101–73 struck out ‘‘and shall 
require the submission of periodic reports with respect 
to the installation, maintenance, and operation of secu-
rity devices and procedures’’ before period at end. 

EFFECTIVE DATE OF 1989 AMENDMENT 

Amendment by Pub. L. 101–73 applicable with respect 
to reports filed or required to be filed after Aug. 9, 1989, 
see section 911(i) of Pub. L. 101–73, set out as a note 
under section 161 of this title. 

§ 1883. Insurance rates; report to Congress 

The Federal supervisory agencies shall consult 
with 

(1) insurers furnishing insurance protection 
against losses resulting from robberies, bur-
glaries, and larcenies committed against fi-
nancial institutions referred to in section 1881 
of this title, and 


