January 17, 1992

BY FAX

Premerger Notification Office
Bureau of Competition, Room 303
Federal Trade Commission
Washington, D.C. 20580

Attention: Richard B. Smith, Esquire

Re:

- Gentlemen:

On behalf of our client, A
% [ expect very soon to make @ Hart-Scott-Rodino filing in
nncctl h the Partnership’s acquisition on December 30, 1991 of an
undivided 15% j ‘ i i d and i

constituting:
this filing solely as’an"Acquired Person after having made & good fait
determination that the value of its undivided 15% interest as a tenant in comtuon.
in the s worth less than $15,000,000. The purpose of this letter is to
cxplain the dascs for that dctermination.

Th‘c*s aware that will make a
contcrmporancous filing, in connection with the same transaction, as both an

Acquiring and Acquired Person and, in its filing, will qtate that the value of the

cntire Project is approximately $125,000,000. The, does not know the

basis on which has concluded that the valu
i $129,000,000. belicves that the value |of its 1570 Undivided

interest as tenant in com n the Project is worth ldss than $15,000,000 for the
following rcasons:

will make

(1)  Itis a well known and accepted fact in the real estate industry that
the value of a minority interest in a real estate|investment is always
substantially less (by a factor of 28% to 40%) %ﬁm-its proportionate share

of the value of the whole. The diminution in value of a minority ingerest
results from two factors: first, the difficulty in selling @ minority interest
because the number of potential buyers of a minority interest {s less than
the number of potential buyers for the whole groject; and, second, the
owner of a minority intcrest (as is true of th undivided 15%
intcrest as tenant in common in the ' the right to
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participate_in. or to control, the management ¢
even lmesnmatc that the value of the
million the value of the

{2)  The current assessed value of the!
purposes, which according to 3
market value, is During 1991,

in successfully challenging an i

at its assessed value for real estate tax|

 Based upon these iderations and its detailed know
estate market, the

market value of its minority interest in the Project will

If you have any questions or comments conce

)f the investment. Finally,

entire- s $129° A
undi b interest i | °

'for real estatée tax

reent discount forthe |
is applied. .

of fair

nd

E purposes 10 value the

purposes.

ledge of the relevant real i
has made a good faith determination that the fair !
be less than $1S million. !

|

i mige the determination that 1 have
described, please call either me or my partner, '

Very truly yours,

W o
\ A4

&

$B1.16°C<)(

MQ:& '& |
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§211.23

determination of control has bdeen
made on the basis of the facts summa.
rized in the communication. In the
event of & preliminary determination
of control by the Board; the parties
shall within 30 days (or such longer
period as may be permitted by the
Bourd): ]

i) [ndicate to the Board a willing-
ness to terminate the control relation-

sh!}'!;ﬂ Qr
(i) Set forth such facts and cireum-
that actual control does not exist (and
may reguest a hearing to contest the
Board's preliminary determination); or
(iit) Accede to the Board's prelimi-
mary determination, in which event
the parties shall be regarded as one
foreign bank and shall be entitled to
orie home State.

{45.FR 67058, Oct. 9, 1980)

§211.23- Nonbanking activities of foreign
bankihg organizations.

(a) Desinitions. The definitions of
§ 211.2 in Subpart A apply to this sec-
tion subiject to the following:

(13 “Directly or indirectly” when
used in reference to dactivities or in-
vestments of & foreign banking organi-
zatfon means activities or investments
of-the foreign banking organization or
of any subsidiary of the foreign bank-
ing organization.

t2) “Foreign banking organization™
means a foreign bank (as defined in
sectiont 1 (bx7) of the IBA) that oper-
ates & branch, agency, or commercial
ending company subsdiary in the
Inited States -or that controls & bank
in the United States: and a company
of which such foreign bank is a subsid-

- dary,

¢3) “Subsidiary” means any organi-
zatfon 25 percent or more of whose
voting shares is directly or indirectly
owned, controlled or held with power
to:-vote by a foreign banking organiza-
tion, or which is otherwise controlled
or capable of being controlled by & for-
eign banking organization.

(b) Qual{fying foreign banking orga-
nizations. Uniess specifically made eli-
gible for the exemptions by the Board,
a foreign banking organization shall
qualify {or the exemptions afforded by
this section only if, disregarding its
United States banking, more than half

12 CFR Ch. I (1-1-91 Edition)

of its worldwide business is banking;
and more than half of its banking
business is outside the United
States.’In order to qualify, a foreign
banking organization shall:

(1) Meet at least two of the follow-
ing requirements:

(i) Banking assets held outside the
United States exceed total worldwide
nonbanking assets;

(ii) Revenues derived from business
of banking outside the United States
exceed total revenues derived from its
worldwide nonbanking business; or

(iii) Net income derived from the
business of banking outside the United
States exceeds total net income de-
rived from its worldwide nonbanking
businesses; and

(2) Meet at least two of the follow-
ing requirements:

(i) Banking assets held outside the
United States exceed banking assets
held in the United States;

(ii) Revenues derived from the busi-
ness of banking outside the United
States exceed revenues derived from
the business of banking in the United
States; or

(3ii) Net income derived from the
business of banking outside the United
States exceeds net income derived
from the business of banking in the
United States.

(¢c) Determining assets, revenues, and
net income. (1) For purposes of para-
graph (b) of this section, the total
assets, revenues, and net income of an
organization may be determined on &
consolidated or combined basis. Assets,
revenues and net income of companies
in which the foreign banking organiza-
tion owns 50 per cent or more of the
voting shares shall be included when
determining total assets, revenues, and
net income. The foreign banking orga-
nization may include assets, revenues.

None of the assets, revenues, or net
income, whether held or derived directly or
indirectly, of a subsidiary bank, branch.
agency, commercial lending company, oF
other company engaged in the business of
banking in the United States tinciuding any
territory of the United States, Puerto Rico,
Guam, American Samoa, or the Virgin Is-
lands) shall be considered held or derived
from the business of banking ‘‘outside the
Unmnited States.”
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federal Reserve System

and net income of companies in wi
it owns 25 per cent or more of

voting shares if all such compa;
within the organization are include-

(2) Assets devotet to, or revenue
pet income derived from, artiv.
listed in §211.5(d) shall be conejg
panking assets, or revenues or
income derived frof the banking ¢
pess, when conducted within the
eign banking organization by « for
bank or its subsidiarfes.

(d) Loss of eligibility fur ezempts.
A foreign banking organizatun -
qualified under paragraph %, of
section or an organization tha: q.
fied as a “foreign bank holding <or:
py” under § 225.4(g) of Regulil
(12 CFR 225.4(g) (1980.,)* sba’ &
to be eligible for the exempirmg

- this section if it fails W Mmee wup

quirements. of pPBIARTALL (B, for
consecutive- years @s refiecas
Annual Reports (FR Y-7, iz o
the Board, A fOreign. banking oy,
gation that ceases (O be eligips ap
exemptions may CONLnue w exgay:
sctivities or retain ipvesimeny o
menced or acquired prior o woe ez
the first fiscal year I<r wogec
Annual Report reflers mouzryr
mance with paragraph T, of tax
tion. Activities commences or o,
ments made after the: e s
terminated or divestes wTizoc o
months of the filing <I %e
Annual Report uriess tue b
grants consent to continue hs g
or retain the investmer: unes -
graph (e) of this seclior

(e) Specific delerminclion o e
ity for nongualiying fs-ogr o=,
‘organizations. A foreigs nras -
nization that does noOt qualsr
paragraph. () of this sectror ‘o
exemptions. affordedl 27 & o
or that. has lost its gy o
exemptions under DPErEgTEpr <
this section, may &8pplr & = &,
for a specific determinelior ¢’ .
ity for the exemptiozs. £ [

B ————
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225.4(g i1} (19800,
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gt pet income of companies in which
g-owns 25 per cent or more of the
sting shares. if all such companies
sithin the organization are included;
(2) Assels devoted to, or revenues or
¢ {ncome derived from, activitles
gsted - § 211.5(d) shall be considered
fenking assets, or revenues or net
- gwome. derived from the banking busi-
! aess, when conducted within the for-
} ignbanking organization by a foreign
! park or its-subsidiaries,
«d) Loss of €ligibility for exemptions.
4 foreign: banking organization that
ified under paragraph (b) of this
. géction or an organization that quali.
{ Ged as a “forejgn bank holding compa-
! py” under § 225.4(g) of Regulation Y
* (12 CFH 225.4(g) (19802} ? shall cease
i to-be eligible for the exemptions of
' this section if it falls to meet the re-
quirements- of paragraph ¢b) for two
consecutive years as reflected in its
" Annual Reports (FR Y-T) filed with
i the Board. A foreign banking organi.
ation that ceases to be eligible for the
£Xemptions may continue to engage in
F activities or retain investments com-
senced-or acquired prior to the end of
. the first fiscal year for which its
"~ Annual. Report reflects nonconfor-
mance with paragraph (b) of this sec-
tion. Activities commenced or invest-
ments made after that date shall be
términated or divested within three
momhs. of the filing of the second
Anrual' Report unless the Board
grants consent to continue the activity
or retainy the investment under para-
griiph (e) of this section,

(¥ Specific determinution of eligibil-
ity for nongualifying foreign danking
ofganisations. A foreign banking orga-
nization that does not. qualify under
atagraph (b) of this section for the
exemptions afforded by this section,
or that has lost its eligibility for the
- exemptions uarnder paragraph (d) of
: this gection; may apply to the Board

{for the exemptions. A foreign

Y —co SRR

w(Florelgn bank holding company’
-- fhearis- a bark holdirnig company organized
under the laws of & foreign couniry, more
than half of: whose consofidated sssets are
located or consolidated: revenues derived,
outside the United States.” (12 CFR
225.4cg X111 (1980

aéig specific determination of eligibil-

W% O-91——10

§211.23

banking organization may apply for a
specific determination prior to the
time it ceases to be eligible for the ex-
emptions afforded by this section. In
determining whether eligibility for the
exemptions would be consistent with
the purposes of the BHCA and in the
public interest, the Board shall consid-
er the history and the financial and
managerial resources of the organiza-
tion; the amount of its business in the
United States; the amount, type and
location of its nonbanking activities;
and whether eligibility of the foreign
banking organization would result in
undue concentration of resources, de-
creased or unfair competition, con-
flicts of interests, or unsound banking
practices. Such determinstion shall be
subject to any conditions and limita-
tions imposed by the Board.

(1) Permissible activities and invest-
ments. A foreign banking organization
that qualifies under paragraph (b) of
this section may:

(1) Engage in activities of any kind
outside the United States;

(2) Engage directly in activities in
the United States that are incidential
to its activities outside the United
States;

(3) Own or control voting shares of
any company that is not engaged, di-
rectly or indirectly, in any activities in
the United States other than those
that are incidental to the internation-
al or foreign business of such compa-
ny;
(4) Own or control voting shares of
any company in a fiduciary capacity
under circumstances that would enti-
tle such shareholding to an exemption
under section 4(c)4) of the BHCA if
the shares were held or acquired by a
bank:

(5) Own or control voting shares of a
foreign company that is engaged di-
rectly or indirectly in business in the
United States other than that which is
incidental to its international or for-
eign business, subject to the following
limitations:

(1) More than 50 percent of the for-
elgn company's consolidated assets
shall be located, and consolidated reve-
nues derived from, outside the United
States;

(ii) The foreign company shall not
directly underwrite, sell, or distribute,
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§211.23

nor own or control more than 5 per-
cent of the voting shares of a company
that underwrites, sells, or distributes
securities {n1 the United States except
to the extent permitted bank holding
compafiies;

ctil)-§f the forelgn company Is a sub-
sidlary of the foreign banking organi-
gation, the foreign company must be,
Or control, an operating company and
{ts direct or indirect activities in the
United States shall be subject to the
{ollowing limitatjons:

(AY The {orelgn company’s activities
n the Unfted States shall be the same
kind:of activities: or related to the ac-
tivities engaged in directly or indirect-
Iy By the foreign company abroad as
measured by the “establishment” cate-
gorles of the-Standard Industrial Clas-
sificationn (SIC) (an activity in the
United States shall be considered re-

lated to an activity outside the United °

States if it consists of supply, distribu-
tion or sales in furtherance of the ac-
tivitys;

¢B) The foreign company. may
enpgage in activities in the United
States that consist of banking or fi-
nancial operations, or types of activi-
ties permitted by regulation or order
under sectiont 4(cX8) of the BHCA,
only with the prior approval of the
Board, Activities within Division H
(Finance, Insurance, and Real Estate)
of the SIC shall.be considered banking
or {inancial operations for this pur-
pose, with the exception of acting as
operators of nonresidential buildings
(SIC 6512), operators of apartment
bulldings (SIC 6513), operators of
dwellings other than apartment build-
ings «SIC 651%), and operators of resi-
dential mobile. home sites (SIC 6515);
ad operating title abstract offices
(SIC 65312 In addition, the following
activities shall be considered banking
or {inancial operations and may be en-
g2aged i only with the approval of the
Board under subsection (g): computer
and data processing services (SIC 1372,
1374 and 7379); management consult-
ing (SIC 7392); certain rental and leas-
ing activities (SIC 7394, 7512, 7513 and
"519); eccounting; auditing and book-
keeping services (SIC 6931); and ar-
rangement of passenger transporta-
tlon (SIC 4722).

12 CFR Ch. I (1-1-93 Editicy

(g) Ezemptions under section 4tcxs
of the BHCA. A foreign organizatj.
that is of the opinion that other actiy
ties or investments may, in particul;
circumstances, meet the conditions .
an exemption under section 4(cx8)
the BHCA may apply to the Board ¢
such a determination by submitting ;-
the Reserve Bank of the district i
which its banking operations in t.
United States are principally conduc
ing a letter setting forth the basis f-
that opinion.

(h) Reports. (1) The foreign bankir;
organization shall inform the Boar
through the organization’s Resen.
Bank within 30 days after the close ¢
each quarter of all shares of compm
nies engaged, directly or indirectly, -
ectivities in the United States th:
were acquired during such quarte
under the authority of this sectior
The foreign banking organizatic:
shall also report any direct activitie
in the United States commence:
during such quarter by a foreign sut
sidiary of the foreign banking orgar:
zation. This information shall (unles
previously furnished) include a brie
description of the nature and scope c!
each company’s business in the Unite:
States, including the 4-digit SIC nur
bers of the activities in which the cor

pany engages. Such information sha. -
also include the 4-digit SIC number: |
of the direct parent of any U.S. cor |

pzny acquired, together with a state
ment of total assets and revenues ¢
the direct parent.

(2) If any required information =
unknown and not reasonably availab::
to the foreign banking organization

either because obtaining it would ir !

volve unreasonable effort or expens
or because it rests peculiarly withs
the knowledge of a company that =
not controlled by the organizations
the organization shall (i) give such iz
formation on the subject as it possess
€5 Oor can reasonably acquire togetht’
with the sources thereof; and (ii) ir
clude a statement either showing tha

unreasonable effort or expense wowic !’

be involved or indicating that the cor:
pany whose shares were acquired ¥
not controlled by the organization an®
stating the resuit of a request for ir
formation.
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tederal Reserve Sysfem

(12 U.S,C. 3101 et-geq.; 12:0.5.C. 1841 el-geq.
sec. 25(a) of the Federal Resetve Act (1
U.S.C. 611 et seq.)

45 FR 81540, Det: 11, 1880. «s amended a
i’t FR 51005, Nov. 12, 1982 50 FR 39DBt
Oct. 1. 19852

Subpart C—Export Trading
Companies

SoURCcE: 48 FR 26448, June 8, 1983, unles
otherwise noied.

§211.31 Authority, purpose and scope.

(a) Authority. This subpart is issue
by the Board of Goverriors of the Fet
ern) Reserve System (“Board™) unde
the authority of the Bank Holdin
Company Act of 1956, as amended (1
U.S.C. 1841 et seq.) C'BHC Act”)an
the Bank Export Services Act (Title L
Pub. L. 97-290, 96 Stat. 1235 (1882
(“BESA™. . -

(b) Purpose and scope. This subpar
is in furtherance of the purposes ¢
the BHC Act and the BESA, the latte
statute being designed to increase U.¢
exports by encouraging investmem
and participation in export trad
companies by bank holding companic
and the specified investors. The prov
slons of this subpart apply to:

(1) Bank holding companies as ¢
fined in section 2 of the BHC Act (1
U.B.C. 1841(a’);

(2) Edge and Agreement corpor:
tions, as described in § 211.1(b)> of th
part, that are subsidiaries of bar
holding companies but are not subsic
aries of banks: .

(3) Bankers' banks aes described i
section 4(cX14XFXiii) of the BHC A
(12 U.S.C. 1843(cX 14)(17')(~iii—))_; and

(4) Foreign banking organizations :
defined in §211.23(aX2) of this pa:
These entities are hereinaiter referre
to as “eligible investors.”

§211.32 Definitions.

The definitions of § 211.2 in Subpa
A apply to this subpart subject to tt
following:

(a) “Export trading compan:
means a company that is exclusive
engaged in activities related to inte
national trade and, by engaging in o;
or more export trade services, deriv

~ more than one-half its revenues

each consecutive two-year period frc
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federal Resorve System

" (1205 3101 et ¢eq.; 12 U.5.C. 1841 ¢ seq.;

#oe. 25(8) of the Federal Reserve Act (12
USLC. 811et4eg.)

(45 FR B1540. Dec. 11, 1980, as amended at
€7 FR 51095, Nov. 12, 1982; 50 FR 39986,
Oct. 1, 1985)

Subpart C—Export Trading
Companies

SoURcr 48 FR 26448, June 8, 1983, unless
stherwise noved.
421131 Authority, purpose snd scope.

@) Authority. This subpart is issued
by the Board of Governors of the Fed-
eral Reserve System (“Board™) under

1e. authority of the Bank Holding

ompany Act of 1958, as amended (12
USC. 1841 2 seq.) (“BHC Act”) and
the Bank Export Services Act (Title 11,
qg: L. 97-290, 96 Stat. 1235 (1982)
(“BES4A”).

{b) Purpose and scope. This subpart
& in furtherance of the purposes of
the BHC Act and the BESA, the latter
statute veing designed to increase U.S.
exports: by encouraging investments
and participation in export trading
compariies by bank holding companies
And the specified investors. The provi-
$1ons-ofthis:subpart apply to:

(I» Bank holding companies as de-
{ined in section 2 of the BHC Act <12
US.C. 1841cax;

(2) Edge end Agreement corpora.
tions, as described in § 211.1(b) of this
part, that are subsidiaries of bank
holding companies but are not subsidi-
aries of banks;

€3) Bankers’ banks as described in
gection #(eX14XF¥iii) of the BHC Act
Q2 US.C. 1843(c X 14 XF XiiD)); and

(1!)\ Forelgn banking organizations as
defined in §.211.23(ax(2) of this part.
These entities are herelnafter referred
to-as “eligible investors.”

$211.32 Definitions.

The definitions of §.211.2 in Subpart
A apply to this subpart subject to the
following:

@) “Export trading company”
means a company that is exclusively
engaged in actlvitles related to inter-
nationzl trade and, by engaging in one
Or More export trade services, derives
tore than one-half its revenues in
each consecutive two-year period from

§211.33

the export of, or from facilitating the
export of, goods and services produced
in the United States by persons other
than the export trading company or
ts subsidiaries. For purposes of this
subsection, revenues. shall include net
sales revenues from exporting, import.
ing; or third party trade in goods by
the- export trading company for its
own account and gross revenues de-
rived from all other activities of the
export trading company.

(b) The terms “bank,” “company”
and “subsidiary” have the same mean-
ings as those contained in section 2 of
the BHC Act (12 U.S.C. 1841).

§211.33 Investments and extensions of
credit.

(8) Amount of investments. In ac-
cordance with the procedures of
§ 211.34 of this subpart, an eligible in-
vestor may invest no more than five
per cent of its consolidated capital and
surplus in one or more export trading
companies, except that an Edge or
Agreement corporation not engaged in
banking may invest as much as 25 per
cent of its consolidated capital and
surplus but no more than five per cent
of the consolidated capital and surplus
of its parent bank holding company.

(b) Extensions of credit—(1) Amount.
An eligible investor in an export trad-
ing company or companies may extend
credit directly or indirectly to the
export trading company or companies
in a total amount that at no time ex.
ceeds 10 per cent of the investor's con-
solidated capital and surplus.

(2) Terms. An eligible investor in an
export trading ecompany may not
extend credit directly or indirectly to
the export trading company or any of
its customers or to any other investor
holding 10 per cent or more of the
shares of the export trading company
on terms more favorable than those
afforded similar borrowers in similar
circumstances, and such extensions of
credit shall not involve more than the
normal risk of repayment or present
other unfavorable features. For the
purposes of this provision, an investor
in an export trading company includes
any affiliate of the investor.

(3) Collateral requirements. Covered
transactions between a bank and an

283
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Page 1180 TITLE 12-BANKS AND BANKING 1843

Aany such provision of law to be (n effect as if no such
amendment had taken effect before Aug. 27, 1986, see
settion 1(c) of Pub. L. 99-400, set out as & note under
section 1484 of this title.

SECTION-REFERRED £0 IN OTHIR SZCTIONS
Thissection i3 referred to {n sections 619, 1817, 1823,

1843, 1849, 1850, 2002, 3103, 3106 of this title; title 16
section 18a.

§ 1843, Interests in nonbanking organizations

(s) Ownership or control of voting shares of any
company not a bank; engagement in activities
other than banking

Except as otherwise provided in this chapter,
no bank holding company shall—

(1) after May 0, 1956, acquire direct or indi-
rect ownership or control of any voting shares
of any company which is not & bank, or -

(2) aftey two years from the date as of
which it becomes a bank holding company, or
in the case of a company which has been-con-
tinuously affiliated since May 15, 1855, with &
company which was registered under the In-
vestment Company Act of 1840 [153 U.S.C.
80a-1 et seq.], prior to May 15, 1955, in such a
manner as to constitute an affillated compa.
ny within the meaning of that Act, after De-
cember 31, 1978, or, in the case of any compa-
ny which becomes, &s a result of the enact-
ment of the Bank Holding Company Act
Amendments of 1970, & bank holding compa-
ny on December 31, 1970, after December 31,
1980, retain direct or indirect ownership or
control of any voting shares of any company
which is not.a bank or bank holding company
or ehgage in any activities other than (A)
those of banking or of managing or control-
iing banks and other subsidiaries authorized
under this chapter or of furnishing services to
or performing services for its subsidiaries, and
(B) those permitted under paragraph (8) of
subsection (¢) of this section subject to ail the
conditions specified in such paragraph or in
any order or regulation issued by the Board
under such paragraph: Provided, That a com-
pany covered in 1970 may also engage in
those activities in which directly or through a
subsidiary (i) it was lawfully engaged on June
30, 1968 (or on a date subsequent to June 30,

1968 in the case of activities carried on as the
result of the acquisition by such company or
subsidiary, pursuant to a binding written con-
tract entered into on or before June 30, 1968,
of another company engaged in such activi-
ties at the time of the acquisition), and A1) it
has.been continuously engaged since June 30,
1988 cor such subsequent date). The Board by
order, after opportunity for hearing, may ter.
minste the authority conferred by the pre-
ceding proviso on any company to engage di-
rectly or through a subsidiary in any activity
otherwise permitted by that proviso if it de-
termines, having due regard to the purposes
of this chapter, that such action is necessary
to prevent undue concentration of resources,
decreased or unfair competition, conflicts of
interest, or unsound banking practices; and in
the case of any such company controlling a
bark having bank assets in excess of
$60,000,000 on or after December 31, 1970, the

Boara shall determine, within two years after
guch date (or, if later, within two years affer
the date on which the bank assets first
exceed $80,000,000), whether the authority
conferred by the preceding proviso with. se-
spect to such company should-be terpiinated
as provided in this sentence. Nothing (n- thiis.
paragraph shall be construed to suthorize
any bank holding company referred to. i1 the
preceding proviso, or any subsidiary thereof,
t0 engage in activities authorized by that pro-
viso through the acquisition, pursuant to a
contract entered into after June 30, 1968, of
any interest in or the assets of a going con-
cern etigaged in such activities. Any company
which is authorized to engage in any activity
pursuant to the preceding proviso or subseec-
tion (d) of this gection but, as. & result of
action of the Board, is required to termiinate.
such activity may (notwithstanding- any
otherwise applicable time Imft prescdbed in
this paragraph) retain the ownership or: con-
trol of shares in any company carrying on
such activity for s period of ten years:from
the date on which its authority was 0 termi-
nated by the Board. Notwithstanding eny .
other provision of this paragraph, if any com-
pany that became a bank holding company as
a result of the enactment of the Competitive-
Equality Amendments of 1987 acquired, be-
tween March 5, 1987, and August 10, 1987, an
institution that became a bank as a result of
the enactment of such Amendments, that
company shall, upon enactment of such
Amendments, immediately come into.compli-
ance with the requirements of this chapter.

The Board is authorized, upon epplicatiorn-by &
bank holding comparny, to extend the tW¢- year
period referred to in paragraph (2) above from
time to time as to such bank holding company
for not more than one year st a time; tf, i1 its
judgment, such an extension would not be det-
rimental to the publit interest, but no such ex.
tensions shall in the aggregate exceed three
years. Notwithstanding any other provisfon of
this chapter, the perfiod ending December 31,

1980, referred to in paragraph (2) above, may
be extended by the Board of Governors to De-
cember 81, 1984, but only for the divestiture by
a bank holding company of real estate or inter-
ests in real estate lawfully acquired for {nvest.

ment or development. In making its degision
whether to grant such extensfon, the: Board
shall consider whether the company has made
& gopd faith effort to divest such interests and
whether such extension is necessary to avert
substantial loss to the company.

(b) Statement purporting to represent shares. of any
company except & bank or bank holding com.
pany

Afier two years from May 9, 1958, no.certifi-
cate: evidencing shares of any bank holding
company shell bear any statement purporting
to represent shares of any other company
except a bank or a bank holding compary, nor
shall the ownership, sale, or transfer of shares
of any bank holding company be conditioned in
any manner whatsoever upon the ownership,
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proved to be sold on or before May 1, 1982, if
such new locations are confined to the State
in which-the principal place of business of the
bank holdirig company is located, any State
or States immediately adjacent to such State,
ard any State or States in which insurance
activities were conducted by the bank holding
cornpany or any of its subsidiaries on May 1,
1982, or were approved to be conducted by
the bank holding company or any of its sub-
gidiarfes on or before May 1, 1982, and (i)
sales of insurance coverages which may
become avallable after May 1, 1982, 50 long &8s
those coverages insure against the same types
of risks as, or are otherwise functionally
equivalent to, coverages sold on May 1, 1982,
or approved to be sold on or before May 1,
1982 (for purposes of this subparagraph, ac-
tivities engaged in or epproved by the Board
on May 1, 1982, shall include activities carried
on subsequent to that date as the result of an
application to engage in such activities pend-
ing on May 1, 1982, and approved subsequent
to that date or of the acquisition by such
company pursuant to a binding written con-
tract entered into on or before May 1, 1982, of
anpther company engaged in such ectivities
at the time of the acquisition); (E) any insur-
arce activity where the activity is limited
solely to supervising on behalf of insurance
underwriters the activities of retail insurance
agents who sell (i) fidelity insurance and
property and casualty insurance on the real
and personal property used in the gperations
of the bank holding company or any of its
subsidiaries, and (ii) group insurance that
protects the employees of the bank holding
company or any of its subsidiaries; (F) any in-
surance agency activity engaged in by a bank
holding company, or any of its subsidiaries,
which bank holding company has total assets
of $50.000,000 or less: Provided, Aowever,
That suth a bank holding company and its
subsidiaries may not engage in the sale of life
insurance or annuities except as provided in
subparagraph (A), (B), or (C); or (G) where
the activity is performed, or shares of the
company involved are owned, directly, or indi-
rectly, by a bank holding company which is
registered with the Board of Governors of the
Federal Reserve System and which, prior to
January 1, 1971, was engaged, directly or indi-
rectly, in insurance agency activities as & con-
sequence of approval by the Board prior to
January 1, 1971. In determining whether a
partfcular activity is a proper incident to
banking or managing or controlling banks the
Board shall consider whether its performance
by an affiliate of a holding company can rea-
sonably be expected to produce benefits to
the public, such as greater convenience, in-
creased competition, or gains in efficiency,
that outweigh possible adverse effects, such
as undue concentration of resources, de-
creased or unfair competition, conflicts of in.
terests, or unsound banking practices. In
orders and regulations under this subsection,
the Board may differentiate between activi-
ties: commenced de novo and activities com-
menced by the acquisition, in whole or in
part, of a going concern. Notwithstanding any
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other provision of this chapter, if the Board
finds that an emergency exists which requires
the Board to act immediately on any applica-
tion under this subsection involving a thrift
institution, and the primary Fedeéral regula-
tor of such institution concurs in suth {ind.
ing, the Board may dispense with. the fiotice-
and hearing requirement of this: subsection.
and the Board may approve or deny. any such
application without notice of hearing. If an-
application 1s filed under this pmtﬁph ln
connection with an application to make an
quisition pursuant to section 13(f) of the Fed-
eral Deposit Insurance Act {12 US.C.
1823(N], the Board may dispense with the
notice and hearing requirement of this para-
graph and the Board may approve or deny
the application under this paragraph without
notice or hearing. If an application described
in the preceding sentence is approved, the
Board shall publish ifi the Federal Register,
not later than 7 days after such approval is
granted, the crder approving the application
and a description of the nonbanking activities
involved in the acquisition;

(9) shares held or activities conducted by
any company organized under the 18ws of &
foreign country the greater part of whose
business is conducted outside the United
States, if the Board by regulation or order de-
termines that, under the circumstaricés and
subject to the conditions set forth in the reg-
ulation or order, the exemption would not be
substantially at variance with the purposes of
this chapter and would be in the public inter-
est;

(10) shares lawfully acquired and owned
prior to May 8, 1956, by a bank which is &
bank holding company, or by any of Its
wholly owned subsidiaries;

(11) shares owned directly or indirectly by &
company covered in 1970 in a company which
does not engage in any activities other than
those in which the bank holding company, or
its subsidiaries, may engage by virtue of this
section, but nothing in this parsgraph an-
thorizes any bank holding company, or sub-
sidiary thereof, to acquire any interest in or
the assets of any going concern (except pur-
suant to a binding written contract entered
into before June 30, 1868, or pursuant to an-
other provision of this chapter) other than
one which was a subsidiary on June 30, 1968;

(12) shares retained or acquired, or activi-
ties engaged in, by any company which be-
comes, as a result of the enactment. of the
Bank Holding Company Act Amnendmefts: of
1970, a bank holding company on Deceniber
81, 1970, or by any subsidiary thereof, if such
company—

(A) within the applicable time limits pre-
scribed in subsection (a)2) of this section
(i) ceases to be a bank holding company, or
(ii) ceases to retain direct or indirect owner-
ship or control of those shares and to
engage in those activities not authorized
under this section; and

(B) complies with such other conditions
a5 the Board may by reguilation or order
prescribe;
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sale, or transfer of shares of any other compa-
ny except a bank or a bank holding company.
(c) Exemptions

The prohibftions In this section shall not
apply 10 (1) any company that was on January
4, 1977, both & bank holding company and a
labor, agricultural, or horticultural organiza.
uon:%xe'xﬁpt from taxation under section 501 of
title 26, or to any labor, sgricultural, or horti-
cultural: organtzation to6 which all or substan-
tially all of the assets of such company are
hereatter transferred, or (1) company covered
in {970 more than 85 per ¢entum of the voting
stock of which was collectively owned on June
30, 1988, and continuously thereafter, directly
or indirectly, by or for members of the same
family, or their spouses, who are lineal descend-
ants of common ancestors; and such prohibi-
tions-shall not, with respect to any other bank
holding ‘ﬁompmy. apply to—

(1) shares of any company engaged or to be
engaged solely in one or more of the follow-
ing activities: (A) holding or operating proper-
ties used wholly or substantially by any bank-
ing subsidiary of such bank holding company
in the operations of such banking subsidiary
or acquired for such future use; or (B) con-
ducting & safe deposit business: or (C) fur-
nishing services to or performing services for
suth bank holding company or its banking
subsidiaries; or (D) Hquidating assets acquired
from such bank holding company or its bank-
ing subsidiaries or sacquired from any other
source prior to May 0, 1956, or the date on
which such company became a bank holding
company. whichever is later;

(2¥ shares scquired by a bank holding com-
pany or any of its subsidiaries in satisfaction
of a.debt previously contracted In good faith,
but:-such shares shall be disposed of within a
period: of two years from the date on which
they were acquired, except that the Board is
authorized upon application by such bank
holding company to extend such period of
two years from time to time as to such hold-
ing company for not more than one year at a
time if, in {ts judgment. such an extension
would not be detrimental to the public inter-
est, but no such extensions shall extend
beyond a date five years after the date on
which such shares were acquired;

(3) shares acquired by such bank holding
company from any of its subsidiaries which
subsidiary has been requested to dispose of
such shares:-by any Federal or State authority
having:statutory power to examine such sub-
sidiary, but such barnk holding company shall
dispose: of such shares within a period of two
years from the date on which they were zc-
qQuired;

(4)- shares held or acquired by & bank in
good: faith in a fiduciary capacity, except
where such shares are held under a trust that
constitutes a company as defined in section
1841(b) of this title and except as provided in
paragraphs (2) and (3) of section 1841(g) of
this title;

(5)> shares which are of the kinds and
amommts eligible for investment by national
banking associations under the provisions of
section 24 of this title;
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(6) shares of any company which do not in-
clude more than 5 per centum of the out-
standing voting shares of such company;

(7) shares of an investment company which
is not a bank holding company and which is
not engaged in any business other than in-
vesting in securities, which securities do not
include more than 5 per centumi of the out-
standing voting shares of any company;

(8) shares of any company the activities of
which the Board after due notice and oppot«
tunity for hearing has determined (by order
or regulation) to be so closely related to bank-
ing or managing or controlling banks as to be
a proper incident thereto, but for purposes of
this subsection it is not closely related to
banking or managing or controlling banks for
a bank holding company to provide insurance
as & prineipal, agent, or broker except (A)
where the insurance is limited to assuring re-
payment of the outstanding balance dueon a
specific extension of credit by & bank holding
company or its subsidiary in the event of the
death, disability, or involuntary unemploy-
ment of the debtor; (B) in the case of & fi-
nance company which is e subsidiary of a
bank holding company, where the insuratice
is also limited to assuring repaymernt of the
outstanding balance on an extension of credit
in the event of loss or daraage to any proper-

ty used as collateral on such extention? of.

credit and, during the period beginning on
October 15, 1982, and ending on December 81,
1982, such extension of credit is not more
than $10,000 ($25,000 in the case of an exten-

sion of credit which is made to finance the

purchase of a residentfal manufactured home
and which is secured by such residential- man-
ufactured home) and for any given year after
1982, such extension of credit is not more
than an amount egual to $10,000 ($25.000 {n
the case of an extension of credit which is
made to finance the purchase of a residential
manufactured home and which is secured by
such residential manufactured home) {n-
creased by the percentage incresse in the
Consumer Price Index for Urban Wage Earn-
ers and Clerical Workers published monthly
by the Bureau of Labor Statistics for the
period beginning on January 1, 1982, and
ending on December 31 of the year preceding
the year inn which such extension of credit is
made; (C) any insurance agency activity in a
place that (i) has a population not exceeding
five thousand (as shown by the last preceding
décennial census), or (if) the bank holding
company, after notice and opportunity for a
hearing, demonstrates has inadequate nsur-
ance agency facilities; (D) any Insurance
agency activity which was engaged in-by the
bank holding company or any of its subsidiar-
ies on May 1, 1982, or which the Board ap-
proved for such company or any of its subsidi.
aries on or before May 1, 1982, including )
sales of insurance at new locations of the
same bank holding company or the same sub-
sidiary or subsidiaries with respect to which
insurance was sold on May 1, 1982, or ap-
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(13): shares: of, or activities conducted by,

sy company: which does no business in the
United Statss: except as an Incident to its
Intarnational or forelgn business, if the Board
by regulation. or order determines that, under
the: circumstances and subject to the condi-
tions set. forth in the regulation or order, the
exemption would not be substantially at vari-
ance with. the purposes of this chapter and
would be in the public interest; or
(13) ghares- of any company which is an
yport. trading company whose sacquisition
anéludlnt each acquisition of shares) or for-
mation by & bark holding company has not
begn disapproved by the Board gursuant to
this paragraph, except that such investments,
whether- direct or indirect, in such shares
shall. not exceed 5 per centum of the bank
holdji,gx company’s consolidated capital and
surplus,

(A)XI) No bank holding company shall
invest in an export trading company under
this paragraph atiless the Board has been
given: sixty days' prior written notice of
such proposed investment and within such
period has not issued a notice disapproving
the proposed investment or extending for
af:to arnotlier thirty days the period during
whichsuchi disapproval may be issued.

(11) The pertod for disapproval may be ex-
vegde {or such additional thirty-day period
g the Board determines that & bank

uIdtnz company proposing to invest in an
€XpOrt trading company has not furnished
&1} the informution required to be submit-
ud or- that ity the Board’s judgment any

erial information submitted is substan.
9 {naccurate.

(ifi) The notice required to be filed by a
bank holdihg company shail contain such
relevant information. as the Board shall re-
quire by regulation or by specific request in
connection with any: particular notice.

(v The Board may disapprove any pro-
posed investment only if—

(1) such disapproval is necessary to pre-
vent unsafe or unsound banking practices,
unaue concentration of resources, de-
creased-or unfair competition, or conflicts
of-interest;

(II> the Board finds that such invest.
ment would affect the financial or mana-
gerial resources.of-a bank Holding compa-
ay to-an extent which is likely to have a
materially: advetse effect on the safety
and:soundness of any subsidiary bank of

such bank holding company, or

dn) the barik holding company fails to
furnish the information required under
clause €.

(v) LEverxcE.—The Board may not disap-
prove eny proposed investment solely aon
the basit of the anticipated or proposed
asset-to-equity ratio of the export trading
company with respett to which such invest-
ment. {$ proposed, urntess the anticipated or

proposed annual average dssel:to-eqQuity
ratio Sgreater chan 20-to- 1.

vl)y Within: three days: aﬂer a decision to
disapprove: dn: {NVestMant fhis Qan-a -7
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of the disapproval end shall provide a writ-
ten statement of the basis for the disap-
proval.

(vi]) A proposed investment may be made
prior to the expiration of the-disapproval
period if the Board issues written notice of
its intent not to disapprove the investment.

(B)({) The total amount of extensions of
credit by & bank holding company which in-

., Vvests in an export trading company, when
..  combined with all such extensions of credit

by all the subsidiaries of such bank holding
company, to an export trading company
shall not exceed at any one time 10 per
centum of the bank holding company’s coti-
solidated capital end surplus. For purposes
of the preceding sentence, an extension of
credit shall not be deemed to include any
amount invested by & bank holding compa-
ny in the shares of an export trading com-
pany.

(ii) No provision of any other Federal law
in effect on October 1, 1982, relating specifi-
eally to collateral requirements shall apply
with respect to any such extersion of
credit.

(iii) No bank holding eompany or subsidi.
ary of such company which invests in an
export trading company may extend credit
to such export trading company or to cus-
tomers of such export trading company on
terms more favorable than those afforded
similar borrowers in similar circumstances,
and such extension of credit shall not in-
volve more than the normal risk of repay-
ment or present other unfaverable featnres.

(C) For purposes ef this paragraph, an
export trading company—

(i) may engage in or hold shares of a
company engaged in the business of un-
derwriting, selling, or distributing securi-
ties in the United States only to the
extent that any bank holding company
which invests in such export trading com-
pany may do so under applicable Federal
mg State banking laws and regulations;
an

(ii) may not engage in agricuitural pro-
duction activities or in manufacturing,
except for such incidental product modifi-
cation including repackaging, reassem-
bling or extracting byproducts, as is nec-
essary to enable United States goods or
services to conform with requirements of
a foreign country and to facilitate their
sale in foreign countries.

(D) A bank holding company which in.
vests in an export trading company may be
required, by the Board, to terminate its in-
vestment or may be made subject to such
limitations or canditions as may be imposed
by the Board, if the Board determines that
the export trading company has taken posi.
tions in commodities or commodity con-
tracts, in securities, or in foreign exchange.
other than as may be necessary in the
course of the export trading company's
business operations,
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