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Federal Reserve Delays Effective Date of
New, More Flexible ‘Control’ Rule for Six
Months

March 31, 2020

On Jan. 30, 2020, the Federal Reserve Board (“Board”) issued a final rule

(to be published in 12 C.F.R. Parts 225 and 238) (“Final Rule”)[1] simplifying

and increasing the transparency of its regulations governing

determinations of whether a company “controls” another company for

purposes of the Bank Holding Company Act (“BHCA”)[2] or the Home

Owners’ Loan Act (“HOLA”).[3] At that time, the Final Rule was scheduled

to become effective tomorrow, April 1, 2020.

However, the Board announced today that it will delay the effective date

for its revised control framework by six months (i.e., from April 1, 2020 to

Sept. 30, 2020). The Board indicated that the delay “will reduce

operational burden and allow institutions to focus on current economic

conditions.” No changes were made to the Final Rule itself.

As discussed in our prior Alert on the Final Rule,[4] we expect it will make

investments in bank holding companies, savings and loan holding

companies and depository institutions (collectively, “Banking

Organizations”) more attractive to investors (including private equity

funds, hedge funds and activist investors) and will better facilitate joint

ventures and minority investments by Banking Organizations. We also

expect the Final Rule to benefit Banking Organizations that sponsor

investment funds.
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If you have any questions concerning this Alert, please contact your

attorney at Schulte Roth & Zabel or one of the authors.

[1] The Final Rule is available here.

[2] 12 U.S.C. §§ 1841, et seq.

[3] 12 U.S.C. §§ 1461, et seq.

[4] “Federal Reserve Provides Greater Clarity and Flexibility for

Noncontrolling Investments in (and by) Banking Organizations,” SRZ Alert,

Jan. 31, 2020, available here.
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