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Orders Issued Under Section 3 of the Bank Holding Company Act

Banco do Brasil, S.A.

Brasilia, Brazil

Caixa de Previdência dos Funcionarios do Banco do Brasil

Rio de Janiero, Brazil

Order Approving the Acquisition of a Bank

Banco do Brasil, S.A. (“Banco do Brasil”), Brasilia, and Caixa de Previdência dos Funcio-

narios do Banco do Brasil (“Previ”), Rio de Janiero, both of Brazil (together, “Appli-

cants”), have requested the Board’s approval under section 3 of the Bank Holding Com-

pany Act of 1956, as amended (“BHC Act”),1 to acquire EuroBank, Coral Gables, Florida

(“EuroBank”).

Notice of the proposal, affording interested persons an opportunity to submit comments,

has been published (76 Federal Register 36923 (2011)). The time for filing comments has

expired, and the Board has considered the proposal and all comments received in light of

the factors set forth in section 3 of the BHC Act.

Banco do Brasil, with total consolidated assets equivalent to $520.1 billion, is the largest

banking organization in Brazil based on asset size.2 Banco do Brasil also operates branches

in New York, New York, and Miami, Florida; maintains representative offices in Washing-

ton, D.C., Orlando, Florida, and White Plains, New York; and wholly owns indirectly BB

Money Transfers, Inc., a licensed money transmitter operating in 14 states. Banco do Brasil

also maintains a securities broker-dealer subsidiary in New York, New York, Banco do

Brasil Securities LLC, and owns 50 percent of the shares of Banco Votorantim, a Brazilian

bank that owns a securities broker-dealer subsidiary in New York, New York, Banco

Votorantim Securities, Inc.

Banco do Brasil is and would remain a qualifying foreign banking organization under the

Board’s Regulation K and is treated as a financial holding company under section 4(l) of

the BHC Act. The Brazilian government owns approximately 59.1 percent of Banco do

1 12 U.S.C. § 1842.
2 Asset and ranking data are as of September 30, 2011, and are based on the exchange rate as of that date.



Brasil’s shares.3 Previ, the pension plan for Banco do Brasil employees, owns approximately

10.4 percent of Banco do Brasil’s shares.4

EuroBank, with total consolidated assets of $83 million operates only in Florida and is the

245th largest depository organization in Florida, controlling deposits of approximately

$81 million (less than 1 percent of deposits in the state).5 Banco do Brasil does not

currently operate an insured depository institution in Florida.

Competitive Considerations

Section 3 of the BHC Act prohibits the Board from approving a proposal that would result

in a monopoly or would be in furtherance of an attempt to monopolize the business of

banking in any relevant banking market. The BHC Act also prohibits the Board from

approving a proposed bank acquisition that would substantially lessen competition in any

relevant banking market unless the anticompetitive effects of the proposal are clearly out-

weighed in the public interest by the probable effect of the proposal in meeting the conve-

nience and needs of the community to be served.6

Banco do Brasil does not currently compete with EuroBank in any relevant banking mar-

ket.7 Accordingly, the Board concludes, based on all the facts of record, that consumma-

tion of the proposal would not have a significantly adverse effect on competition or on the

concentration of banking resources in any relevant banking market and that competitive

considerations are consistent with approval.

Financial, Managerial, and Other Supervisory Considerations

Section 3 of the BHC Act requires the Board to consider the financial and managerial

resources and future prospects of the companies and banks involved in the proposal and

certain other supervisory factors. The Board has carefully considered these factors in light

of all the facts of record, including confidential supervisory and examination information

from the U.S. banking supervisors of the institutions involved, and publicly reported and

other financial information, including information provided by Applicants. In addition, the

Board has consulted with Banco Central do Brasil (“BCB”), the agency with primary

responsibility for the supervision and regulation of Brazilian banking organizations,

including Banco do Brasil. The Board also has consulted with the Federal Deposit Insur-

ance Corporation (“FDIC”) and the Florida Office of Financial Regulation (“FOFR”),

the federal and state agencies, respectively, with primary responsibility for the supervision

and regulation of EuroBank.

3 Banco do Brasil share ownership data are as of June 30, 2011.
4 Previ is a subsidiary of Banco do Brasil for purposes of the BHC Act because Banco do Brasil selects three of

the six Previ directors; a Banco do Brasil appointee on the Previ board is granted tie-breaking voting power;
and Banco do Brasil selects three of the six Previ executive board members (and each Previ executive board
decision must be approved by at least one Banco do Brasil appointee). Previ is considered to be a parent of
Banco do Brasil by virtue of its share ownership in Banco do Brasil and its disproportionate voting power to
elect three of the seven directors on the Banco do Brasil board. Consequently, Previ has also applied for
approval to acquire EuroBank. Previ is and would remain subject to all activity restrictions applicable to quali-
fying foreign banking organizations.

5 Asset data are as of September 30, 2011. Statewide deposit and ranking data are as of June 30, 2010.
6 12 U.S.C. § 1842(c)(1).
7 Banco do Brasil operates a branch office in the Miami banking market that does not offer insured deposits. On

consummation of the proposal, Banco do Brasil’s home state under the BHC Act would be Florida.
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In evaluating the financial factors in proposals involving banking organizations, the Board

reviews the financial condition of the applicants and the target depository institution.8 In

assessing financial resources, the Board consistently has considered capital adequacy to be

especially important. The Board also evaluates the financial condition of the combined

organization, including its capital position, asset quality, and earnings prospects, and the

impact of the proposed funding of the transaction.

The Board has carefully considered the financial resources of the organizations involved in

the proposal. The capital levels of Banco do Brasil exceed the minimum levels that would

be required under the Basel Capital Accord and are considered to be equivalent to the capi-

tal levels that would be required of a U.S. banking organization seeking to acquire

EuroBank. The proposed transaction is structured as a cash purchase of shares. Banco do

Brasil would use existing resources to fund the purchase of shares. In light of the relative

size of Banco do Brasil in relation to EuroBank, the transaction would have a minimal

impact on Banco do Brasil’s financial condition. Banco do Brasil has been profitable and

would inject additional capital into EuroBank, causing EuroBank to be well capitalized.

Based on its review of the record, the Board finds that Applicants have sufficient financial

resources to effect the proposal.

The Board also has considered the managerial resources of the organizations involved and

the proposed combined organization. The Board has reviewed the examination records of

Banco do Brasil’s U.S. operations and of EuroBank. In addition, the Board has considered

its supervisory experience and that of other relevant banking supervisory agencies with the

organizations and their records of compliance with applicable banking and anti-money-

laundering laws. As noted, the Board has consulted with the BCB. The Board also has con-

sidered Banco do Brasil’s plans for implementing the acquisition, including the proposed

management after consummation.

Section 3 of the BHC Act provides that the Board may not approve an application involv-

ing a foreign bank unless the bank is subject to comprehensive supervision or regulation on

a consolidated basis by the appropriate authorities in the bank’s home country.9 As noted,

the BCB is the primary supervisor of Brazilian banks, including Banco do Brasil. The

Board previously has determined that Banco do Brasil is subject to comprehensive supervi-

sion on a consolidated basis by its home country supervisor.10 Banco do Brasil continues to

be supervised by the BCB on substantially the same terms and conditions. Based on this

finding and all the facts of record, including consultation with the BCB, the Board has

concluded that Banco do Brasil continues to be subject to comprehensive supervision on a

consolidated basis by its home country supervisor.

8 A commenter expressed concerns about EuroBank’s financial condition and management, including concerns
based on a Notice of Charges and of Hearing issued by the FDIC on May 3, 2011. The Board has reviewed the
financial and managerial factors in this proposal, including those comments, in the context of the financial and
managerial condition of Applicants and the resulting organization. Moreover, as noted above, the Board has
consulted with the FDIC and the FOFR.

9 12 U.S.C. § 1842(c)(3)(B). As provided in Regulation Y, the Board determines whether a foreign bank is subject
to consolidated home country supervision under the standards set forth in Regulation K. See 12 CFR
225.13(a)(4). In assessing this standard under section 211.24 of Regulation K, the Board considers, among
other indicia of comprehensive, consolidated supervision, the extent to which the home country supervisors:
(i) ensure that the bank has adequate procedures for monitoring and controlling its activities worldwide;
(ii) obtain information on the condition of the bank and its subsidiaries and offices through regular examina-
tion reports, audit reports, or otherwise; (iii) obtain information on the dealings with and relationship between
the bank and its affiliates, both foreign and domestic; (iv) receive from the bank financial reports that are con-
solidated on a worldwide basis or comparable information that permits analysis of the bank’s financial condi-
tion on a worldwide consolidated basis; (v) evaluate prudential standards, such as capital adequacy and risk
asset exposure, on a worldwide basis. No single factor is essential, and other elements may inform the Board’s
determination.

10 See Board letter to Kathleen A. Scott, Esq. dated April 13, 2010.
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In evaluating this proposal, the Board also considered whether Previ is subject to compre-

hensive supervision or regulation on a consolidated basis by the appropriate authorities in

its home country. The Board has previously determined that the system of comprehensive

supervision or regulation of a company may vary, depending on the nature of the acquiring

company and the proposed investment.11 The Board believes that Previ may be found to be

subject to an appropriate type and level of comprehensive regulation on a consolidated

basis, given its nature, and structure, and the fact that Banco do Brasil would exercise effec-

tive control over and manage the operations of EuroBank. Previ is the pension plan for

Banco do Brasil employees and, as such, is subject to regulation by the Superintendência

Nacional de Previdência Complementar, the supervisor of pension funds in Brazil

(“PREVIC”), and Comissão de Valores Mobiliários, the securities and exchange commis-

sion of Brazil (“CVM”). PREVIC and CVM conduct annual and periodic inspections of

Previ, respectively, and require Previ to submit reports about its operations. Specifically,

Previ files reports with PREVIC concerning its investments, benefits provided, actions

taken to prevent and combat money laundering and concealment of assets, internal con-

trols, and updates on new statutes and regulations applicable to Previ. Based on all the facts

of record, the Board has determined that Previ is subject to comprehensive supervision on

a consolidated basis by its appropriate home country authorities for purposes of this

application.

Section 3 of the BHC Act also requires the Board to take into consideration the extent to

which the proposed acquisition would result in greater or more concentrated risk to the sta-

bility of the U.S. banking or financial system.12 The Board has carefully considered the

proposal’s potential impacts under the financial stability factor. Based on its review of the

record, including consideration of the small size and scope of the operations of EuroBank,

the Board finds that the proposed acquisition would not result in greater or more concen-

trated risk to the stability of the U.S. banking or financial system.

Based on all the facts of record, the Board has concluded that considerations relating to the

financial and managerial resources and future prospects of the organizations involved in

the proposal are consistent with approval, as are the other supervisory factors under the

BHC Act.13

Convenience and Needs Considerations

In acting on a proposal under section 3 of the BHC Act, the Board is required to consider

the effects of the proposal on the convenience and needs of the communities to be served

and to take into account the records of the relevant insured depository institutions under

11 See Chuo Mitsui Trust Holdings, Inc., 97 Federal Reserve Bulletin 30 (2011); China Investment Corporation, 96
Federal Reserve Bulletin B31 (2010).

12 12 U.S.C. § 1842(c)(7), as added by section 604(d) of the Dodd-Frank Wall Street Reform and Consumer Pro-
tection Act, Public Law 111-203, 124 Stat. 1376.

13 Section 3 of the BHC Act also requires the Board to determine that an applicant has provided adequate assur-
ances that it will make available to the Board such information on its operations and activities and those of its
affiliates that the Board deems appropriate to determine and enforce compliance with the BHC Act. 12 U.S.C.
§ 1842(c)(3)(A). The Board has reviewed the restrictions on disclosure in the relevant jurisdictions in which
Banco do Brasil operates and has communicated with relevant government authorities concerning access to
information. In addition, Banco do Brasil has committed that, to the extent not prohibited by applicable law, it
will make available to the Board such information on the operations of its affiliates that the Board deems neces-
sary to determine and enforce compliance with the BHC Act, the International Banking Act, and other appli-
cable federal laws. Banco do Brasil also has committed to cooperate with the Board to obtain any waivers or
exemptions that may be necessary to enable its affiliates to make such information available to the Board. Based
on all facts of record, including the conditions in this order, the Board has concluded that Banco do Brasil has
provided adequate assurances of access to any appropriate information the Board may request.
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the Community Reinvestment Act (“CRA”).14 The CRA requires the federal financial

supervisory agencies to encourage insured depository institutions to help meet the credit

needs of the local communities in which they operate, consistent with their safe and sound

operation, and requires the appropriate federal financial supervisory agency to take into

account a relevant depository institution’s record of meeting the credit needs of its entire

community, including low- and moderate-income neighborhoods, in evaluating bank

expansionary proposals.15

The Board has considered carefully all the facts of record, including evaluations of the

CRA performance record of EuroBank,16 data reported by EuroBank under the Home

Mortgage Disclosure Act (“HMDA”),17 other information provided by Applicants, confi-

dential supervisory information, and public comment received on the proposal. The com-

menter alleged that EuroBank had engaged in disparate treatment of African American

individuals in home mortgage lending.

A. CRA Performance Evaluations

As provided in the CRA, the Board has reviewed the convenience and needs factor in light

of the evaluations by the appropriate federal supervisors of the relevant insured depository

institution’s CRA performance records. An institution’s most recent CRA performance

evaluation is a particularly important consideration in the applications process because it

represents a detailed, on-site evaluation of the institution’s overall record of performance

under the CRA by its appropriate federal supervisor.18

EuroBank received a “Satisfactory” rating at its most recent CRA performance evaluation

by the FDIC, as of March 17, 2009. The Board also has consulted with the FDIC regard-

ing the activities of EuroBank since the 2009 CRA performance evaluation.

B. HMDA and Fair Lending Records

The Board has carefully considered the HMDA data for 2009 and 2010 reported by

EuroBank in its assessment area and in the Miami metropolitan statistical area of concern

to the commenter and has also considered the fair lending records of EuroBank, in light of

public comment received on the proposal. Commenter alleged, based on HMDA data

reported in 2009, that EuroBank had engaged in disparate treatment of African American

individuals in home mortgage lending.

Although the HMDA data might reflect certain disparities in the rates of loan applications,

originations, and denials among members of different racial or ethnic groups in certain

local areas, they provide an insufficient basis by themselves on which to conclude whether

or not EuroBank is excluding or imposing higher costs on any group on a prohibited basis.

The Board recognizes that HMDA data alone, even with the recent addition of pricing

information, provide only limited information about the covered loans.19 HMDA data,

14 12 U.S.C. § 2901 et seq.; 12 U.S.C. § 1842(c)(2).
15 12 U.S.C. § 2903.
16 Banco do Brasil currently does not operate an insured depository institution in the United States. Accordingly,

Banco do Brasil’s U.S. operations are not subject to performance evaluations under the CRA.
17 12 U.S.C. § 2801 et seq.
18 See Interagency Questions and Answers Regarding Community Reinvestment, 75 Federal Register 11642 at 11665

(2010).
19 The data, for example, do not account for the possibility that an institution’s outreach efforts may attract a

larger proportion of marginally qualified applicants than other institutions attract and do not provide a basis
for an independent assessment of whether an applicant who was denied credit was, in fact, creditworthy. In
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therefore, have limitations that make them an inadequate basis, absent other information,

for concluding that an institution has engaged in illegal lending discrimination.

The Board is nevertheless concerned when HMDA data for an institution indicate dispari-

ties in lending and believes that all lending institutions are obligated to ensure that their

lending practices are based on criteria that ensure not only safe and sound lending but also

equal access to credit by creditworthy applicants, regardless of their race or ethnicity.

Because of the limitations of HMDA data, the Board has considered these data carefully

and taken into account other information, including examination reports that provide on-

site evaluations of compliance with fair lending laws by EuroBank.

The record of this proposal, including confidential supervisory information, indicates that

EuroBank has taken steps to ensure compliance with fair lending and other consumer pro-

tection laws. EuroBank has in place a formal fair lending policy and program that includes

its home mortgage and small business lending operations. EuroBank also provides internal

compliance training, and the bank’s staffs in bank management, line-of-business, and com-

pliance attend outside conferences and seminars and other fair lending and consumer pro-

tection training sessions. Banco do Brasil has indicated that the combined institution would

continue to have such policies and procedures on consummation of the proposal.

The Board also has considered the HMDA data in light of other information, including the

overall performance record of EuroBank under the CRA. EuroBank’s established efforts

and records of performance demonstrate that the institution is not excluding individuals or

geographies on a prohibited basis, contrary to the allegations of the commenter.20 In fact,

in the fair lending review conducted at the most recent CRA examination of EuroBank, the

FDIC found no evidence of illegal credit discrimination. Moreover, the FDIC determined

in the 2009 examination that the geographic distribution of the bank’s small business loans

reflected a strong performance in the assessment area.

C. Conclusion on Convenience and Needs and CRA Performance

The Board has considered carefully all the facts of record, including reports of examina-

tion of the CRA records of the institutions involved, information provided by Applicants,

the public comment received on the proposal, and confidential supervisory information.

Applicants represent that the proposal would result in increased credit availability and

access to a broader array of financial products and services for customers of the combined

organization. Based on a review of the entire record, and for the reasons discussed above,

the Board concludes that considerations relating to the convenience and needs factor and

the CRA performance records of the relevant insured depository institutions are consistent

with approval of the proposal.

addition, credit history problems, excessive debt levels relative to income, and high loan amounts relative to the
value of the real estate collateral (reasons most frequently cited for a credit denial or higher credit cost) are not
available from HMDA data.

20 Banco do Brasil has represented that EuroBank does not engage in extensive marketing of consumer credit
products and that EuroBank’s loans consist largely of commercial loans, including small business loans. As a
result, EuroBank received a small number of HMDA-reportable loan applications, including applications from
minority individuals, and made a small number of HMDA-reportable loans. The application and lending vol-
umes were too small to draw any statistically significant conclusions.
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Conclusion

Based on the foregoing, and in light of all the facts of record, the Board has determined

that the application should be, and hereby is, approved.21 In reaching its conclusion, the

Board has considered all the facts of record in light of the factors that it is required to con-

sider under the BHC Act and other applicable statutes.22 Should any restrictions on access

to information on the operations or activities of Banco do Brasil or any of its affiliates sub-

sequently interfere with the Board’s ability to obtain information to determine and enforce

compliance by Banco do Brasil or its affiliates with applicable federal statutes, the Board

may require termination of any of Banco do Brasil’s or its affiliates’ direct or indirect

activities in the United States. The Board’s approval is specifically conditioned on compli-

ance by Applicants with the conditions in this order and all the commitments made to the

Board in connection with the proposal. For purposes of this action, these commitments

and conditions are deemed to be conditions imposed in writing by the Board in connection

with its findings and decision and, as such, may be enforced in proceedings under appli-

cable law.

The proposal may not be consummated before the fifteenth calendar day after the effective

date of this order, or later than three months after the effective date of this order, unless

such period is extended for good cause by the Board or by the Federal Reserve Bank of

New York, acting pursuant to delegated authority.

By order of the Board of Governors, effective December 16, 2011.

Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Duke,

Tarullo, and Raskin.

Robert deV. Frierson

Deputy Secretary of the Board

Brookline Bancorp, Inc.
Brookline, Massachusetts

Order Approving the Acquisition of a Bank Holding Company

Brookline Bancorp, Inc. (“Brookline”), Brookline, Massachusetts, has requested the

Board’s approval under section 3 of the Bank Holding Company Act (“BHC Act”)1 to

acquire Bancorp Rhode Island, Inc. (“BancorpRI”) and its subsidiary bank, Bank Rhode

Island (“BankRI”), both of Providence, Rhode Island.

21 Commenter requested that the Board hold a public hearing on the proposal. Section 3(b) of the BHC Act does
not require the Board to hold a public hearing on an application unless the appropriate supervisory authorities
for the bank to be acquired make a timely written recommendation of denial of the application. 12 CFR
225.16(e). The Board has not received such a recommendation from the appropriate supervisory authorities.
Under its regulations, the Board also may, in its discretion, hold a public hearing on an application to acquire a
bank if necessary or appropriate to clarify factual issues related to the application and to provide an opportu-
nity for testimony. 12 CFR 262.3(e) and 262.25(d). The Board has considered carefully the commenter’s request
in light of all the facts of record. In the Board’s view, the commenter had ample opportunity to submit views
and, in fact, submitted written comments that the Board has considered carefully in acting on the proposal.
The request fails to identify disputed issues of fact that are material to the Board’s decision that would be clari-
fied by a public hearing. For these reasons, and based on all the facts of record, the Board has determined that
a public hearing or meeting is not required or warranted in this case. Accordingly, the request for a public hear-
ing on the proposal is denied.

22 The commenter also alleged that Banco do Brasil is funding environmentally harmful projects in Brazil. The
comments concern matters that are beyond the statutory factors the Board is authorized to consider. See West-
ern Bancshares, Inc. v. Board of Governors, 480 F.2d 749 (10th Cir. 1973).

1 12 U.S.C. § 1842.
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Notice of the proposal, affording interested persons an opportunity to submit comments,

has been published (76 Federal Register 35893 (2011)). The time for filing comments has

expired, and the Board has considered the application and all comments received in light of

the factors set forth in section 3 of the BHC Act.

Brookline, with total consolidated assets of approximately $3.1 billion, is the 227th largest

insured depository organization in the United States, controlling $2.2 billion in deposits.2

Brookline controls two subsidiary insured depository institutions, Brookline Bank,

Brookline, and The First National Bank of Ipswich (“FNBI”), Ipswich, both of Massa-

chusetts, that operate only in Massachusetts. Brookline is the 15th largest depository orga-

nization in Massachusetts, controlling deposits of approximately $1.7 billion, which repre-

sent less than 1 percent of the total amount of deposits of insured depository institutions

in the state.

BancorpRI, with total consolidated assets of $1.6 billion, controls BankRI, which operates

only in Rhode Island. BankRI is the sixth largest insured depository institution in Rhode

Island, controlling deposits of $1.1 billion.

On consummation of the proposal, Brookline would become the 165th largest depository

organization in the United States, with total consolidated assets of approximately $4.7 bil-

lion. Brookline would control deposits of approximately $3.3 billion, which represent less

than 1 percent of the total amount of deposits of insured depository institutions in the

United States.

Interstate Analysis

Section 3(d) of the BHC Act allows the Board to approve an application by a bank holding

company to acquire control of a bank located in a state other than the bank holding com-

pany’s home state if certain conditions are met. For purposes of the BHC Act, the home

state of Brookline is Massachusetts,3 and BancorpRI is located in Rhode Island.4

Based on a review of all the facts of record, including relevant state statutes, the Board

finds that the conditions for an interstate acquisition enumerated in section 3(d) are met in

this case.5 In light of all facts of record, the Board is permitted to approve the proposal

under section 3(d) of the BHC Act.

2 Deposit data are as of June 30, 2011, updated to reflect mergers through that date. In this context, insured
depository institutions include commercial banks, savings associations, and savings banks. National deposit
data and rankings are as of June 30, 2011.

3 See 12 U.S.C. § 1842(d). A bank holding company’s home state is the state in which the total deposits of all
banking subsidiaries of such company were the largest on July 1, 1966, or the date on which the company
became a bank holding company, whichever is later.

4 For purposes of section 3(d) of the BHC Act, the Board considers a bank to be located in the states in which
the bank is chartered or headquartered or operates a branch. See 12 U.S.C. §§ 1841(o)(4)–(7) and 1842(d)(1)(A)
and 1842(d)(2)(B).

5 12 U.S.C. §§ 1842(d)(1)(A)–(B) and 1842(d)(2)–(3). Brookline is well capitalized and well managed, as defined
by applicable law. BankRI has been in existence and operated for the minimum period of time required by
Rhode Island law and for more than five years. See 12 U.S.C. § 1842(d)(1)(B)(i)–(ii). On consummation of the
proposal, Brookline would control less than 10 percent of the total amount of deposits of insured depository
institutions in the United States. 12 U.S.C. § 1842(d)(2)(A). Brookline also would control less than 30 percent of
the total amount of deposits in insured depository institutions in Rhode Island. 12 U.S.C. § 1842(d)(2)(B)–(D).
All other requirements of section 3(d) of the BHC Act would be met on consummation of the proposal.
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Competitive Considerations

Section 3 of the BHC Act prohibits the Board from approving a proposal that would result

in a monopoly or would be in furtherance of any attempt to monopolize the business of

banking in any relevant banking market. The BHC Act also prohibits the Board from

approving a proposed bank acquisition that would substantially lessen competition in any

relevant banking market unless the anticompetitive effects of the proposal are clearly out-

weighed in the public interest by the probable effect of the proposal in meeting the conve-

nience and needs of the community to be served.6

Brookline and BancorpRI do not compete directly in any relevant banking market. Based

on all the facts of record, the Board has concluded that consummation of the proposal

would not have a significantly adverse effect on competition or on the concentration

of banking resources in any relevant banking market and that competitive factors are con-

sistent with approval of the proposal.

Financial, Managerial, and Other Supervisory Considerations

Section 3 of the BHC Act requires the Board to consider the financial and managerial

resources and future prospects of the companies and banks involved in the proposal and

certain other supervisory factors.7 The Board has carefully considered those factors in light

of all the facts of record, including confidential supervisory and examination information

received from the relevant federal and state supervisors of the organizations involved in the

proposal, other publicly available financial information, information provided by

Brookline, and public comment received on the proposal.

In evaluating financial factors in expansionary proposals by banking organizations, the

Board reviews the financial condition of the organizations involved on both a parent-only

and consolidated basis, as well as the financial condition of the subsidiary depository insti-

tutions and the organizations’ significant nonbanking operations. In this evaluation, the

Board considers a variety of information, including capital adequacy, asset quality, and

earnings performance. In assessing financial factors, the Board consistently has considered

capital adequacy to be especially important. The Board also evaluates the financial condi-

tion of the combined organization at consummation, including its capital position, asset

quality, and earnings prospects, and the impact of the proposed funding of the transaction.

The Board has considered the proposal carefully under the financial factors. Brookline,

Brookline Bank, BancorpRI, and BankRI are well capitalized and will remain so on con-

summation of the proposal. FNBI is adequately capitalized and also will remain so on con-

summation of the proposal. The proposed transaction is structured as a partial share

exchange and a partial cash purchase of shares. Brookline will fund the cash portion of the

acquisition from a special dividend from Brookline Bank, which the Office of the Comp-

troller of the Currency (“OCC”) has approved. Based on its review of the record, the

Board finds that Brookline has sufficient financial resources to effect the proposal.

The Board also has considered the managerial resources of the organizations involved and

of the proposed combined organization. The Board has reviewed the examination records

of Brookline, BancorpRI, and their subsidiary depository institutions, including assess-

ments of their management, risk-management systems, and operations. In addition, the

Board has considered its supervisory experiences and those of other relevant bank supervi-

6 12 U.S.C. § 1842(c)(1).
7 12 U.S.C. § 1842(c)(2) and (3).
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sory agencies with the organizations and their records of compliance with applicable bank-

ing and anti-money-laundering laws. Brookline and its subsidiary depository institutions

are considered to be well managed. The Board has carefully considered the comment it

received on the proposal.8 The Board also has considered Brookline’s plans for implement-

ing the proposal, including the proposed management after consummation. In addition,

the Board has considered the future prospects of the organizations involved in the proposal

in light of financial and managerial resources and Brookline’s proposed business plan.

Based on all the facts of record, the Board has concluded that considerations relating to the

financial and managerial resources and future prospects of the organizations involved in

the proposal are consistent with approval, as are the other supervisory factors.

Convenience and Needs Considerations and Financial Stability

In acting on a proposal under section 3 of the BHC Act, the Board must consider the

effects of the proposal on the convenience and needs of the communities to be served and

take into account the records of the relevant depository institutions under the Community

Reinvestment Act (“CRA”).9 The CRA requires the federal financial supervisory agencies

to encourage financial institutions to meet the credit needs of the local communities in

which they operate, consistent with their safe and sound operation, and requires the appro-

priate federal financial supervisory agency to take into account an institution’s record of

meeting the credit needs of its entire community, including low- and moderate-income

neighborhoods, in evaluating bank acquisition proposals. Accordingly, the Board has care-

fully considered the convenience and needs factor and the CRA performance records of

Brookline Bank, FNBI, and BankRI in light of all the facts of record.

As provided in the CRA, the Board has evaluated the convenience and needs factor in light

of the evaluations by the appropriate federal supervisors of the CRA performance records

of the relevant insured depository institutions. An institution’s most recent CRA perfor-

mance evaluation is a particularly important consideration in the applications process

because it represents a detailed, on-site evaluation of the institution’s overall record of per-

formance under the CRA by its appropriate federal supervisor.10 Brookline Bank, FNBI,

and BankRI received “satisfactory” ratings at their most recent examinations for CRA per-

formance by the Office of Thrift Supervision, the OCC, and the Federal Deposit Insurance

Corporation, as of November 3, 2008, June 2, 2008, and June 25, 2010, respectively. More-

over, the facts of record do not reflect a subsequent decline in the CRA performance of any

of the three institutions since those examinations.

8 A commenter alleged that management of Brookline Bank is deficient because the bank used commenter’s
material regarding reverse mortgages in violation of copyright and trademark law. The commenter also alleged
that Brookline Bank has not provided reverse mortgage candidates with counseling in violation of state law.
Brookline represented that it was not subject to state approval requirements for reverse mortgage loan pro-
grams, has not made reverse mortgage loans since 2009, and has no plans to resume originating reverse mort-
gage loans. Brookline Bank also has replaced its chief executive officer, hired a full-time compliance officer, and
added compliance staff since 2009, which should strengthen its monitoring procedures and compliance audit
process. Moreover, Brookline noted that with the assistance of an independent compliance company, it is
reviewing all relevant loans and will remedy any identified compliance issues to ensure that none of the borrow-
ers has been or will be overcharged because of inadequate disclosure. In evaluating the financial and managerial
factors that the Board must consider under section 3 of the BHC Act, the Board has considered these and
other facts of record with respect to litigation involving the copyright and trademark matters, information pro-
vided by Brookline regarding its reverse mortgage loans, and confidential supervisory information, including
records of compliance with consumer laws and regulations.

9 12 U.S.C. §§ 2901 et seq.; 12 U.S.C. § 1842(c)(2).
10 See Interagency Questions and Answers Regarding Community Reinvestment, 75 Federal Register 11642 at 11665

(2010).
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Based on all the facts of record and for the reasons discussed above, the Board concludes

that considerations relating to convenience and needs, including the CRA performance

records of the relevant depository institutions, are consistent with approval of the proposal.

The Board has also carefully considered information relevant to risks to the stability of the

United States banking or financial system. The Board concludes that financial stability

considerations in this proposal are consistent with approval.

Conclusion

Based on the foregoing, and in light of all the facts of record, the Board has determined

that the application should be, and hereby is, approved. In reaching its conclusion, the

Board has considered the application record in light of the factors that it is required to con-

sider under the BHC Act and other applicable statutes. The Board’s approval is specifically

conditioned on compliance by Brookline with all the conditions imposed in this order and

the commitments made to the Board in connection with the application, including receipt

of all required regulatory approvals. For purposes of this action, the conditions and com-

mitments are deemed to be conditions imposed in writing by the Board in connection with

its findings and decision herein and, as such, may be enforced in proceedings under appli-

cable law.

The proposed transaction may not be consummated before the fifteenth calendar day after

the effective date of this order, or later than three months after the effective date of this

order, unless such period is extended for good cause by the Board or the Federal Reserve

Bank of Boston, acting pursuant to delegated authority.

By order of the Board of Governors, effective December 9, 2011.

Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Duke,

Tarullo, and Raskin.

Robert deV. Frierson

Deputy Secretary of the Board

Goering Management Company, LLC
Moundridge, Kansas

Goering Financial Holding Company Partnership, L.P.
Moundridge, Kansas

Bon, Inc.
Moundridge, Kansas

Order Approving the Acquisition of a Bank Holding Company

Goering Management Company, LLC (“Goering Management”) and its subsidiaries,

Goering Financial Holding Company Partnership, L.P. (“Goering Financial”) and Bon,

Inc. (collectively, “Bon”), all of Moundridge,1 have requested the Board’s approval under

1 Goering Management, Goering Financial, and Bon are bank holding companies under the BHC Act that have
made effective elections to be financial holding companies. Goering Management and Goering Financial are
bank holding companies because they control Bon, Inc., a bank holding company that directly controls one
bank, The Citizens State Bank, also of Moundridge.
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section 3 of the Bank Holding Company Act (“BHC Act”)2 to acquire Home State Banc-

shares, Inc. (“Home State”) and its subsidiary bank, Home State Bank & Trust Company

(“Home State Bank”), both of McPherson, all of Kansas.

Notice of the proposal, affording interested persons an opportunity to submit comments,

has been published (76 Federal Register 56760 (2011)). The time for filing comments has

expired, and the Board has considered the application and all comments received in light of

the factors set forth in section 3 of the BHC Act.

Bon, with total consolidated assets of approximately $265 million, is the 2612th largest

insured depository organization in the United States.3 Bon’s subsidiary bank, The Citizens

State Bank, operates only in Kansas. Bon is the 57th largest insured depository organiza-

tion in Kansas, controlling deposits of approximately $218.3 million, which represent less

than 1 percent of the total amount of deposits of insured depository institutions in the

state.

Home State, with total consolidated assets of $133 million, controls Home State Bank,

which also operates only in Kansas. Home State Bank is the 110th largest insured deposi-

tory institution in Kansas, controlling deposits of $105.4 million, which represent less than

1 percent of the total amount of deposits of insured depository institutions in the state.

On consummation of the proposal, Bon would become the 1754th largest insured deposi-

tory organization in the United States, with total consolidated assets of approximately

$398 million. Bon would control deposits of approximately $323.7 million, which represent

less than 1 percent of the total amount of deposits of insured depository institutions in the

United States. In Kansas, Bon would become the 38th largest depository organization and

control less than 1 percent of deposits of insured depository institutions in the state.

Competitive Considerations

Section 3 of the BHC Act prohibits the Board from approving a proposal that would result

in a monopoly or would be in furtherance of any attempt to monopolize the business of

banking in any relevant banking market. The BHC Act also prohibits the Board from

approving a proposed bank acquisition that would substantially lessen competition in any

relevant banking market unless the anticompetitive effects of the proposal are clearly out-

weighed in the public interest by the probable effect of the proposal in meeting the conve-

nience and needs of the community to be served.4

The Citizens State Bank and Home State Bank compete directly in the McPherson, Kansas

banking market.5 The Board has reviewed carefully the competitive effects of the proposal

in this banking market in light of all the facts of record. In particular, the Board has con-

sidered the number of competitors that would remain in the banking market, the relative

shares of total deposits in depository institutions in the market (“market deposits”) con-

trolled by Bon and Home State,6 the concentration levels of market deposits and the

increase in those levels as measured by the Herfindahl-Hirschman Index (“HHI”) under

2 12 U.S.C. § 1842.
3 Asset data are as of September 30, 2011. Deposit data are as of June 30, 2011. In this context, insured deposi-

tory institutions include commercial banks, savings associations, and savings banks.
4 12 U.S.C. § 1842(c)(1).
5 The McPherson market is defined as McPherson County and the towns of Crawford, Little River, and Mitchell

in Rice County, all in Kansas.
6 Deposit and market share data are as of June 30, 2011.
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the Department of Justice Bank Merger Competitive Review guidelines (“DOJ Guide-

lines”),7 and other characteristics of the market.

The structural effects that consummation of the proposal would have on the McPherson

banking market warrant a detailed review because the concentration level on consumma-

tion would exceed the threshold levels in the DOJ Guidelines. The Citizens State Bank is

the second largest insured depository institution in the McPherson banking market, con-

trolling deposits of approximately $113.2 million, which represent approximately 16.2 per-

cent of the market deposits. Home State Bank is the third largest insured depository insti-

tution in the McPherson banking market, controlling deposits of approximately

$105.4 million, which represent approximately 15.1 percent of the market deposits. On con-

summation, the HHI in this market would increase by 489 points, from 1577 to 2066, and

The Citizens State Bank would become the largest banking firm in the market with a pro

forma share of market deposits of approximately 31.3 percent.

The Board has considered carefully whether other factors either mitigate the competitive

effects of the proposal or indicate that the proposal would have a significantly adverse

effect on competition in the McPherson banking market.8 Several factors indicate that the

increase in concentration in the McPherson banking market, as measured by the HHI and

share of market deposits, overstates the potential competitive effects of the proposal in the

market. After consummation of the proposal, 12 other commercial bank competitors

would remain, some with a significant presence in the market. The second largest bank

competitor in the market would closely approximate the size of Bon on consummation,

controlling about 29.5 percent of market deposits. Another bank competitor would control

more than 10 percent of market deposits. In addition, the market deposits of six other

bank competitors in the market have recently increased at a rate well above the growth rate

of market deposits for Bon or Home State.9

The DOJ also has conducted a detailed review of the potential competitive effects of the

proposal and has advised the Board that consummation would not likely have a signifi-

cantly adverse effect on competition in any relevant banking market. In addition, the

appropriate banking agency has been afforded an opportunity to comment and has not

objected to the proposal.

Based on these and other facts of record, the Board has concluded that consummation of

the proposal would not have a significantly adverse effect on competition or on the concen-

tration of resources in any relevant banking market. Accordingly, based on all the facts of

record, the Board has determined that competitive considerations are consistent with

approval.

7 Under the DOJ Guidelines, a market is considered unconcentrated if the post-merger HHI is under 1000, mod-
erately concentrated if the post-merger HHI is between 1000 and 1800, and highly concentrated if the post-
merger HHI exceeds 1800. The Department of Justice (“DOJ”) has informed the Board that a bank merger or
acquisition generally would not be challenged (in the absence of other factors indicating anticompetitive effects)
unless the post-merger HHI is at least 1800 and the merger increases the HHI by more than 200 points.
Although the DOJ and the Federal Trade Commission recently issued revised Horizontal Merger Guidelines,
the DOJ has confirmed that its guidelines for bank mergers or acquisitions, which were issued in 1995, were not
changed. Press Release, Department of Justice (August 19, 2010), available at www.justice.gov/opa/pr/2010/
August/10-at-938.html.

8 The number and strength of factors necessary to mitigate the competitive effects of a proposal depend on the
size of the increase in, and resulting level of, concentration in a banking market. See NationsBank Corp., 84
Federal Reserve Bulletin 129 (1998).

9 From 2005 to 2010, the market deposits of six banks with market shares smaller than Bon and Home State
increased at rates ranging from 28 percent to 113 percent. During the same time period, the market deposits of
Bon and Home State increased by 15 percent and 19 percent, respectively.
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Financial, Managerial, and Other Supervisory Considerations

Section 3 of the BHC Act requires the Board to consider the financial and managerial

resources and future prospects of the companies and banks involved in the proposal and

certain other supervisory factors.10 The Board has carefully considered these factors in

light of all the facts of record, including supervisory and examination information received

from the relevant federal and state supervisors of the organizations involved in the pro-

posal, and other available financial information, including information provided by Bon.

In evaluating financial factors in expansion proposals by banking organizations, the Board

reviews the financial condition of the organizations involved on both a parent-only and

consolidated basis, as well as the financial condition of the subsidiary depository institu-

tions and the organizations’ significant nonbanking operations. In this evaluation, the

Board considers a variety of information, including capital adequacy, asset quality, and

earnings performance. In assessing financial factors, the Board consistently has considered

capital adequacy to be especially important. The Board also evaluates the financial condi-

tion of the combined organization at consummation, including its capital position, asset

quality, and earnings prospects, and the impact of the proposed funding of the transaction.

The Board has considered the proposal carefully under the financial factors. Bon, Home

State, and their subsidiary depository institutions are well capitalized and would remain so

on consummation of the proposal. The proposed transaction is structured as a cash pur-

chase of shares. Bon will use existing cash resources and the proceeds of a new debt issu-

ance to fund the purchase. Based on its review of the record, the Board finds that Bon has

sufficient financial resources to effect the proposal.

The Board also has considered the managerial resources of the organizations involved and

of the proposed combined organization. The Board has reviewed the examination records

of Bon, Home State, and their subsidiary depository institutions, including assessments of

their management, risk-management systems, and operations. In addition, the Board has

considered its supervisory experiences and those of the other relevant bank supervisory

agencies with the organizations and their records of compliance with applicable banking

law, including anti-money-laundering laws. Bon and its subsidiary depository institution

are considered to be well managed. The Board also has considered Bon’s plans for imple-

menting the proposal, including the proposed management after consummation of the pro-

posal. In addition, the Board has considered the future prospects of the organizations

involved in the proposal in light of the financial and managerial resources and the proposed

business plan.

Based on all the facts of record, the Board concludes that considerations relating to the

financial and managerial resources and future prospects of the organizations involved in

the proposal are consistent with approval, as are the other supervisory factors under the

BHC Act.

Convenience and Needs Considerations and Financial Stability

In acting on a proposal under section 3 of the BHC Act, the Board must consider the

effects of the proposal on the convenience and needs of the communities to be served and

take into account the records of the relevant depository institutions under the Community

Reinvestment Act (“CRA”).11 The CRA requires the federal financial supervisory agencies

10 12 U.S.C. § 1842(c)(2) and (3).
11 12 U.S.C. § 2901 et seq.; 12 U.S.C. § 1842(c)(2).

14 Federal Reserve Bulletin | July 2012



to encourage financial institutions to meet the credit needs of the local communities in

which they operate, consistent with their safe and sound operation, and requires the appro-

priate federal financial supervisory agency to take into account an institution’s record of

meeting the credit needs of its entire community, including low- and moderate-income

neighborhoods, in evaluating bank acquisition proposals. Accordingly, the Board has care-

fully considered the convenience and needs factor and the CRA performance records of

The Citizens State Bank and Home State Bank in light of all the facts of record.

As provided in the CRA, the Board has evaluated the convenience and needs factor in light

of the evaluations by the appropriate federal supervisors of the CRA performance records

of the relevant insured depository institutions. An institution’s most recent CRA perfor-

mance evaluation is a particularly important consideration in the applications process

because it represents a detailed, on-site evaluation of the institution’s overall record of per-

formance under the CRA by its appropriate federal supervisor.12 The Citizens State Bank

and Home State Bank received “satisfactory” ratings at their most recent examinations for

CRA performance by the Federal Deposit Insurance Corporation as of November 3, 2008,

and January 11, 2010, respectively.

Based on all the facts of record and for the reasons discussed above, the Board concludes

that considerations relating to the convenience and needs, including the CRA performance

records of the relevant depository institutions, are consistent with approval of the proposal.

The Board has also carefully considered information relevant to risks to the stability of the

United States banking or financial system. The Board concludes that financial stability

considerations in this proposal are consistent with approval.

Conclusion

Based on the foregoing and all the facts of record, the Board has determined that the appli-

cation under section 3 of the BHC Act should be, and hereby is, approved. In reaching its

conclusion, the Board has considered all the facts of record in light of the factors that it is

required to consider under the BHC Act. The Board’s approval is specifically conditioned

on compliance by Bon with all the conditions imposed in this order and all the commit-

ments made to the Board in connection with the application and on receipt of all other

required regulatory approvals for the proposal. These conditions and commitments are

deemed to be conditions imposed in writing by the Board in connection with its findings

and decision and, as such, may be enforced in proceedings under applicable law.

The proposal may not be consummated before the fifteenth calendar day after the effective

date of this order, or later than three months after the effective date of this order, unless

such period is extended for good cause by the Board or the Federal Reserve Bank of Kan-

sas City, acting pursuant to delegated authority.

By order of the Board of Governors, effective November 28, 2011.

Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Duke,

Tarullo, and Raskin.

Robert deV. Frierson

Deputy Secretary of the Board

12 See Interagency Questions and Answers Regarding Community Reinvestment, 75 Federal Register 11642 at 11665
(2010).
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The PNC Financial Services Group, Inc.
Pittsburgh, Pennsylvania

PNC Bancorp, Inc.
Wilmington, Delaware

Order Approving Acquisition of a State Member Bank

The PNC Financial Services Group, Inc., a financial holding company within the meaning

of the Bank Holding Company Act (“BHC Act”), and its wholly owned subsidiary, PNC

Bancorp, Inc., a bank holding company within the meaning of the BHC Act (jointly,

“PNC”), have requested the Board’s approval under section 3 of the BHC Act1 to acquire

RBC Bank (USA), Raleigh, North Carolina (“RBC Bank”), a state member bank, from

RBC USA Holdco Corporation, a wholly owned subsidiary of the Royal Bank of

Canada.2

Notice of the proposal, affording interested persons an opportunity to submit comments,

has been published (76 Federal Register 50480 (2011)). The time for filing comments has

expired, and the Board has considered the proposal and all comments received in light of

the factors set forth in section 3 of the BHC Act.

PNC, with total consolidated assets of approximately $263 billion as of June 30, 2011, is

the seventh largest depository organization in the United States, controlling deposits of

approximately $180 billion, which represent approximately 2 percent of the total amount of

deposits of insured depository institutions in the United States. PNC Bank operates in six-

teen states and the District of Columbia3 and engages in numerous nonbanking activities

that are permissible under the BHC Act.4 PNC Bank is the largest insured depository orga-

nization in Pennsylvania, controlling deposits of approximately $62 billion, which represent

21 percent of the total amount of deposits of insured depository institutions in the state.

PNC Bank is the 14th largest insured depository organization in Florida, controlling

deposits of approximately $5 billion, and the 82nd largest insured depository institution in

Georgia, controlling deposits of $237 million, which represent 1.2 percent and less than

1 percent of the total amount of deposits of insured depository institutions in those states,

respectively.

RBC Bank, with total consolidated assets of approximately $27 billion as of June 30, 2011,

operates in Alabama, Florida, Georgia, North Carolina, South Carolina, and Virginia. In

North Carolina, RBC Bank is the fifth largest depository institution, controlling deposits

in the state of approximately $10 billion. RBC Bank is the 20th largest insured depository

institution in Florida and the eighth largest insured depository institution in Georgia, con-

trolling deposits of approximately $3 billion in each of those states.

1 12 U.S.C. § 1842.
2 After the acquisition, PNC plans to merge RBC Bank with and into its only subsidiary depository institution,

PNC Bank, National Association, Pittsburgh (“PNC Bank”).
3 PNC Bank currently operates branches in Delaware, Florida, Georgia, Illinois, Indiana, Kentucky, Maryland,

Michigan, Missouri, New Jersey, New York, Ohio, Pennsylvania, Virginia, West Virginia, Wisconsin, and the
District of Columbia. PNC Bank also has limited-purpose branches in Toronto, Canada, and Nassau, The
Bahamas.

4 PNC has a 21 percent financial interest in Blackrock, Inc. (“Blackrock”), New York, New York, and holds
almost 24 percent of the voting shares of Blackrock. In addition, PNC selects two members of Blackrock’s sev-
enteen-member board of directors, and PNC and Blackrock have a number of business relationships. For BHC
Act purposes, PNC is considered to control Blackrock. For accounting and financial reporting purposes, PNC
treats its interest in Blackrock as an equity investment. Blackrock is a publicly traded company and one of the
largest asset managers in the world, with approximately $3.4 trillion in assets under management.
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On consummation of the proposal, PNC Bank would become the fifth largest depository

organization in the United States, with consolidated deposits of $201 billion, representing

approximately 2.2 percent of the total amount of deposits of insured depository institu-

tions in the United States. In Pennsylvania, PNC Bank would remain the largest depository

organization, controlling deposits of approximately $62 billion (approximately 21 percent

of deposits of insured depository institutions in the state). In Florida, PNC Bank would

become the ninth largest depository organization, controlling deposits of approximately

$8 billion (approximately 2 percent of deposits of insured depository institutions in the

state), and in Georgia, PNC Bank would become the eighth largest depository organiza-

tion, controlling deposits of approximately $3.1 billion (approximately 1.7 percent of

deposits of insured depository institutions in the state).

Interstate and Deposit Cap Analyses

Section 3 of the BHC Act imposes certain requirements on interstate transactions. Section

3(d) generally provides that the Board may approve an application by a bank holding com-

pany (“BHC”) that is well capitalized and well managed5 to acquire a bank located in a

state other than the home state of the BHC without regard to whether the transaction is

prohibited under state law. However, this section further provides that the Board may not

approve an application that would permit an out-of-state BHC to acquire a bank in a host

state that has not been in existence for the lesser of the state statutory minimum period of

time or five years.6 In addition, the Board may not approve an application by a BHC to

acquire an insured depository institution if the home state of such insured depository insti-

tution is a state other than the home state of the BHC, and the applicant controls or would

control more than 10 percent of the total amount of deposits of insured depository insti-

tutions in the United States (“nationwide deposit cap”).7

For purposes of the BHC Act, the home state of PNC is Pennsylvania and RBC Bank’s

home state is North Carolina.8 PNC is well capitalized and well managed under applicable

law. North Carolina law has no minimum age requirement,9 and RBC Bank has been in

existence for more than five years.

Based on the latest available data reported by all insured depository institutions in the

United States, the total amount of deposits of insured depository institutions is $8.9 tril-

lion. On consummation of the proposed transaction, PNC would control approximately

2.2 percent of the total amount of deposits in insured depository institutions in the United

States. Accordingly, in light of all the facts of record, the Board is not required to deny the

proposal under section 3(d) of the BHC Act.

5 The standard was changed from adequately capitalized and adequately managed to well capitalized and well
managed by section 607(a) of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-
Frank Act”), Pub. L. No. 111–203, 124 Stat. 1376, codified at 12 U.S.C. § 1842(d)(1)(A).

6 12 U.S.C. § 1842(d)(i)(B).
7 12 U.S.C. § 1842(d)(2)(A). For a detailed discussion of the nationwide deposit cap, see Bank of America

Corporation/LaSalle, 93 Federal Reserve Bulletin 109, 109–110 (2007); Bank of America Corporation/Fleet, 90
Federal Reserve Bulletin 217, 219–220 (2004).

8 A bank holding company’s home state is the state in which the total deposits of all subsidiary banks of the
company were the largest on July 1, 1966, or the date on which the company became a bank holding company,
whichever is later. 12 U.S.C. § 1841(o)(4)(C). For purposes of section 3(d) of the BHC Act, the Board considers
a bank to be located in the states in which the bank is chartered or headquartered or operates a branch.
12 U.S.C. §§ 1841(o)(4)–(7), 1842(d)(1)(A), and 1842(d)(2)(B).

9 SeeN.C.G.S. § 53-224.19 (permitting interstate merger acquisitions but not imposing an age requirement).
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Competitive Considerations

Section 3 of the BHC Act prohibits the Board from approving a proposal that would result

in a monopoly or would be in furtherance of any attempt to monopolize the business of

banking in any relevant banking market. The BHC Act also prohibits the Board from

approving a proposal that would substantially lessen competition in any relevant banking

market, unless the anticompetitive effects of the proposal are clearly outweighed in the

public interest by the probable effect of the proposal in meeting the convenience and needs

of the community to be served.10

The Board has considered the competitive effects of the proposal in light of all the facts of

record. PNC Bank and RBC Bank compete directly in ten local markets: Brevard, Daytona

Beach, Fort Pierce, Indian River, Miami-Fort Lauderdale, Naples, Orlando, Tampa Bay,

and West Palm Beach, all in Florida; and Atlanta, Georgia. The Board has considered the

number of competitors that would remain in the markets, the relative shares of total depos-

its in depository institutions in the markets controlled by PNC Bank and RBC Bank, the

concentration levels of market deposits and the increases in those levels as measured by the

Herfindahl-Hirschman Index (“HHI”) under the Department of Justice Bank Merger

Competitive Review guidelines (“DOJ Guidelines”),11 and other characteristics of the

markets.

Consummation of the proposal would be consistent with Board precedent and within the

thresholds in the DOJ Guidelines in each of the ten banking markets. On consummation of

the proposal, eight markets would remain moderately concentrated and two markets would

remain unconcentrated, as measured by the HHI. Numerous competitors would remain in

all ten markets. The change in the HHI’s measure of concentration would be less than 100

points in nine of the ten markets. In Indian River, the change in the HHI’s measure of con-

centration would be 184 points, and the post-merger HHI would be 1477, which is within

the limits of the DOJ Guidelines.

The DOJ has conducted a detailed review of the potential competitive effects of the pro-

posal and has advised the Board that consummation of the transaction would not likely

have a significantly adverse effect on competition in any relevant banking market. In addi-

tion, the appropriate banking agencies have been afforded an opportunity to comment and

have not objected to the proposal.

Based on all the facts of record, the Board has concluded that consummation of the pro-

posal would not have a significantly adverse effect on competition or on the concentration

of resources in any relevant banking market and that competitive considerations are consis-

tent with approval.

10 12 U.S.C. § 1842(c)(1).
11 Under the DOJ Guidelines, a market is considered unconcentrated if the post-merger HHI is under 1000, mod-

erately concentrated if the post-merger HHI is between 1000 and 1800, and highly concentrated if the post-
merger HHI exceeds 1800. The Department of Justice (“DOJ”) has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of other factors indicating anticompetitive effects)
unless the post-merger HHI is at least 1800 and the merger increases the HHI by more than 200 points. The
DOJ has stated that the higher-than-normal HHI thresholds for screening bank mergers and acquisitions for
anticompetitive effects implicitly recognize the competitive effects of limited-purpose and other nondepository
financial entities. Although the DOJ and the Federal Trade Commission issued revised Horizontal Merger
Guidelines in 2010, the DOJ has confirmed that its guidelines for bank mergers or acquisitions, which were
issued in 1995, were not changed. Press Release, Department of Justice (August 19, 2010), available at www
.justice.gov/opa/pr/2010/August/10-at-938.html.
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Other Section 3(c) Considerations

Section 3(c) of the BHC Act requires the Board to take into consideration a number of

other factors in acting on bank acquisition applications. These are: the financial and mana-

gerial resources (including consideration of the competence, experience, and integrity of

officers, directors, and principal shareholders) and future prospects of the company

and banks concerned; effectiveness of the company in combatting money laundering; the

convenience and needs of the community to be served; and the extent to which the pro-

posal would result in greater or more concentrated risks to the stability of the United States

banking or financial system. The Board has considered all these factors and, as described

below, has determined that all considerations are consistent with approval of the applica-

tion.12 The review was conducted in light of all the facts of record, including supervisory

and examination information from various U.S. banking supervisors of the institutions

involved, publicly reported and other financial information, and information provided

by PNC.

A. Financial, Managerial, and Other Supervisory Considerations

In evaluating financial factors in expansionary proposals by banking organizations, the

Board reviews the financial condition of the organizations involved on both a parent-only

and consolidated basis, as well as the financial condition of the subsidiary banks and sig-

nificant nonbanking operations. In this evaluation, the Board considers a variety of infor-

mation, including capital adequacy, asset quality, and earnings performance. The Board

evaluates the financial condition of the pro forma organization, including its capital posi-

tion, asset quality, and earnings prospects, and the impact of the proposed funding on the

transaction. The Board also considers the ability of the organization to absorb the costs of

the proposal and the proposed integration of the operations of the institutions. In assessing

financial factors, the Board consistently has considered capital adequacy to be especially

important.

The Board has considered the financial factors of the proposal. PNC and PNC Bank are

well capitalized and would remain so on consummation of the proposed acquisition. The

proposed transaction is structured as a stock purchase of all the shares of RBC Bank (and

the related credit card portfolio of RBC’s Georgia bank affiliate), for a total payment of

$3.6 billion. The purchase would be financed with the proceeds from $1.0 billion of noncu-

mulative preferred stock, $1.25 billion of five-year subordinated debt that was issued in the

third quarter of 2011, and other available cash resources. Although capital ratios would

decline upon consummation, PNC and PNC Bank would have capital ratios well above the

established regulatory minimums. In addition, PNC has been performing capital stress test-

ing since the second quarter of 2009. Under its most recent testing, PNC Bank projected

that it would be able to maintain a baseline tier 1 common equity ratio at a level acceptable

to the Board. Asset quality and earnings prospects are consistent with approval, and PNC

appears to have adequate resources to absorb the costs of the proposal and the proposed

integration of the institutions’ operations. Based on its review of the record, the Board

finds that PNC has sufficient financial resources to effect the proposal.

The Board also has considered the managerial resources of the organizations involved. The

Board has reviewed the examination records of PNC, PNC Bank, and RBC Bank, includ-

ing assessments of their management, risk-management systems, and operations. In addi-

12 Because each factor under section 3(c) was independently consistent with approval in this case, there was no
need for the Board to consider weighing one factor against others. The Board notes that section 4, which deals
with acquisitions of nonbanks including insured depository institutions that are not banks, specifically requires
a weighing of public benefits against adverse effects.
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tion, the Board has considered its supervisory experiences and those of other relevant

banking supervisory agencies with the organizations and their records of compliance with

applicable banking law, including anti-money-laundering laws.

PNC and PNC Bank are each considered to be well managed. PNC has a demonstrated

record of successfully integrating large organizations into its operations and risk-manage-

ment systems following acquisitions, including its integrations of Riggs National Corpora-

tion in 2005, Mercantile Bancshares Corporation in 2007, Sterling Financial Corporation

in 2008, and National City Corporation, an institution of roughly equal size to PNC at the

time of its acquisition, in 2009. PNC is devoting significant financial and other resources to

address all aspects of the post-acquisition integration process for this proposal. PNC would

implement its risk-management policies, procedures, and controls at the combined organi-

zation that are acceptable from a supervisory perspective. In addition, PNC’s management

has the experience and resources to ensure that the combined organization operates in a

safe and sound manner, and PNC is proposing to integrate RBC Bank’s existing manage-

ment and personnel in a manner that augments PNC’s management.

PNC’s integration record, managerial and operational resources, and plans for operating

the combined institutions after consummation provide a reasonable basis to conclude that

managerial factors are consistent with approval. Based on all the facts of record, the Board

has concluded that considerations relating to the financial and managerial resources and

future prospects of the organizations involved are consistent with approval.

B. Convenience and Needs Considerations

Under section 3, the Board must consider the effects of the proposal on the convenience

and needs of the communities to be served and take into account the records of the rel-

evant depository institutions under the Community Reinvestment Act (“CRA”).13 The

CRA requires the federal financial supervisory agencies to encourage insured depository

institutions to help meet the credit needs of the local communities in which they operate,

consistent with their safe and sound operation,14 and requires the appropriate federal

financial supervisory agency to take into account a relevant depository institution’s record

of meeting the credit needs of its entire community, including low- and moderate-income

(“LMI”) neighborhoods, in evaluating bank expansionary proposals.15

The Board has considered the convenience and needs factor and the CRA performance

records of the relevant insured depository institutions. As provided in the CRA, the Board

evaluates the record of performance of an institution in light of examinations by the

appropriate federal supervisors of the CRA performance records of the relevant institu-

tions.16 An institution’s most recent CRA performance evaluation is a particularly impor-

tant consideration in the applications process because it represents a detailed, on-site evalu-

ation of the institution’s overall record of performance under the CRA by its appropriate

federal supervisor. PNC Bank received an “outstanding” rating at its most recent CRA per-

formance evaluation by the Office of the Comptroller of the Currency, as of September 30,

2009, and RBC Bank received a “satisfactory” rating at its most recent CRA performance

evaluation by the Federal Reserve, as of June 21, 2010. Moreover, the facts of record do not

reflect a subsequent decline in the CRA performance of the two institutions since those

13 12 U.S.C. § 1842(c)(2); 12 U.S.C. § 2901 et seq.
14 12 U.S.C. § 2901(b).
15 12 U.S.C. § 2903.
16 See Interagency Questions and Answers Regarding Community Reinvestment, 75 Federal Register 11642 at 11665

(2010).
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examinations. The Board has also received 121 comments on the proposal, all in support of

the transaction, including 104 comments from community groups.

The Board has considered all the facts of record, including reports of examination of the

CRA records of the institutions involved, information provided by PNC, and confidential

supervisory information. PNC represents that the proposal will benefit the convenience and

needs of the communities currently served by RBC Bank in several ways. PNC intends to

offer its treasury management, capital markets, and other corporate services to RBC

Bank’s corporate clients and to enhance RBC Bank’s consumer products with PNC home

mortgage loans, including loans designed for the credit needs of LMI borrowers. Consum-

mation of the proposal would provide access to a larger ATM network to current custom-

ers of PNC Bank and RBC Bank. PNC also plans to extend its community development

activities to the communities currently served by RBC Bank, offering deposit and lending

products designed to address the banking needs of LMI families and communities, com-

munity-based organizations, and small businesses. PNC intends to deploy teams from its

community development banking group into areas currently served by RBC Bank to

ensure the promotion of community development lending, investment, and outreach. These

efforts would include monetary grants and volunteer services supporting school readiness

and Head Start programs in communities served by PNC Bank; a dedicated team focusing

on small business lending in certain LMI areas; and strategic investments through a com-

munity development subsidiary and specialized New Market Tax Credit and Low-Income-

Housing Tax Credit programs designed to foster small business job growth and afford-

able-housing development. The proposal would result in increased geographic

diversification that could reduce the combined company’s exposure to regional economic

downturns and that could increase administrative efficiency, thereby providing indirect ben-

efits to customers. Based on all the facts of record, the Board has concluded that consider-

ations relating to the convenience and needs of the communities to be served and the CRA

performance records of the relevant depository institutions are consistent with approval.

C. Financial Stability

The Dodd-Frank Act amended section 3 of the BHC Act to require the Board also to con-

sider “the extent to which a proposed acquisition, merger, or consolidation would result in

greater or more concentrated risks to the stability of the United States banking or financial

system.”17 In analyzing this factor, the Board has considered whether the proposal would

result in a material increase in risks to financial stability due to the increase in size of the

combining firms, a reduction in the availability of substitute providers for the services

offered by the combining firms, the extent of interconnectedness among the combining

firms and the rest of the financial system, the extent to which the combining firms contrib-

ute to the complexity of the financial system, and the extent of cross-border activities of

the combining firms.18 The Board has also considered the relative degree of difficulty of

17 Section 604(d) of the Dodd-Frank Act, Pub. L. No. 111–203, 124 Stat. 1376, codified at 12 U.S.C. § 1842(c)(7).
Other provisions of the Dodd-Frank Act impose a similar requirement that the Board consider or weigh the
risks to financial stability posed by a merger, acquisition, or expansionary proposal by a financial institution.
See sections 163, 173, and 604(e) and (f) of the Dodd-Frank Act. A special process was established by the
Dodd-Frank Act for requiring the divestiture of a business by a financial firm. Section 121 of the act provides
that the Board shall require a financial firm to divest or terminate a business only if the Board determines that
the company “poses a grave threat to the financial stability of the United States,” the Financial Stability Over-
sight Council (“FSOC”) by a vote of two-thirds of its members approves the requirement to divest or terminate
the business, and the Board has determined that actions other than divestiture or termination of the business
are inadequate to mitigate the grave threat. 12 U.S.C. § 5331.

18 These categories correspond to those used by the Basel Committee to assess the systemic importance of glob-
ally active banking organizations. See Basel Committee of Banking Supervision, “Global systemically impor-
tant banks: assessment methodology and the additional loss absorbency requirement. Rules text.” Novem-
ber 2011. These categories are not exhaustive, and additional categories could inform the Board’s decision. The
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resolving the combined firm.19 The Board has assessed these factors individually and in

combination and has based its assessment on quantitative analysis,20 using publicly avail-

able data, data compiled through the supervisory process, and data obtained through infor-

mation requests to the institutions involved in the proposal, as well as on qualitative judg-

ments.21

Size. An organization’s size is one important indicator of the risk the organization poses to

the financial system. Congress has imposed a specific 10 percent nationwide deposit limit

and a 10 percent nationwide liabilities limit on potential combinations by banking organi-

zations.22 Other provisions of the Dodd-Frank Act impose special or enhanced supervisory

requirements on large banking organizations.23

The Board has considered measures of PNC’s size relative to the USFS, including PNC’s

consolidated assets, its total leverage ratio exposures,24 and its U.S. deposits. As a result of

the proposed acquisition, PNC would become the 19th largest USFI based on assets, with

$291 billion or 1.1 percent of USFS assets. PNC would become the 16th largest USFI

based on leverage exposures, with $420 billion or 1.2 percent of USFS leverage exposures.

PNC also would become the fifth largest USFI based on U.S. deposits, with $201 billion or

2.2 percent of total U.S. deposits.

Board expects to issue a notice of proposed rulemaking implementing the provisions of the Dodd-Frank Act
that require the Board to take into account a proposal’s impact on the risks to the stability of the U.S. financial
or banking system. The public would have an opportunity through the rulemaking process to provide the
Board with views on how it should take the financial stability factor into account when reviewing applications
and notices.

19 Blackrock is considered to be a subsidiary of PNC for purposes of the BHC Act. However, PNC owns only a
minority of the shares of Blackrock, and neither GAAP nor public reporting rules require Blackrock to be con-
solidated into PNC’s balance sheet. PNC’s financial operations are not integrated with those of Blackrock, and
other operational ties between the two are relatively limited. Based on these and other facts of record, the
Board has treated Blackrock as an equity investment of PNC for purposes of the financial stability analysis.
This analysis might change if facts regarding their relationship change; for example, if PNC were to increase its
stake in Blackrock or establish more significant operational linkages with Blackrock. PNC would require Board
approval under section 163(b) of the Dodd-Frank Act to increase its investment in Blackrock, which would
require a review of whether the transaction would result in “greater or more concentrated risks to the stability
of the United States banking or financial system.” Section 163(b) of the Dodd-Frank Act, Pub. L. No. 111–
203, 124 Stat. 1376, codified at 12 U.S.C. § 5363.

20 Much of the data considered by the Board represent measures of an institution’s activities relative to the U.S.
financial system (“USFS”). For this purpose, the USFS comprises all U.S. financial institutions (“USFIs”) used
in computing total liabilities for purposes of calculating the limitation on liabilities of a financial company
required under section 622 of the Dodd-Frank Act and includes U.S.-based bank and nonbank affiliates of
foreign banking organizations. In connection with its supervision of nonbank financial institutions that
the FSOC determines could pose a threat to the financial stability of the United States, the Board may require
financial and other reporting by these institutions, which would increase the pool of available data for financial
stability analyses. See sections 113 and 151 of the Dodd-Frank Act, codified at 12 U.S.C. §§ 5323 and 5341,
respectively.

21 In developing the financial stability analysis used in this proposal, the Board has taken into consideration
related Board initiatives on financial stability to the extent appropriate, such as proposals to set capital sur-
charges for global systemically important financial institutions and to identify nonbank systemically important
financial institutions. The Board recognizes that a merger analysis is unique in financial stability reviews
because it focuses on preventing the formation of an institution that poses significant risks to financial stability
rather than regulating an existing institution that poses similar risks. Accordingly, the stability framework for a
merger analysis may overlap with, but not be identical to, the framework associated with the other stability
initiatives.

22 12 U.S.C. §§ 1842(d) and 1852. See also section 623 of the Dodd-Frank Act, codified at 12 U.S.C. § 1852.
23 Section 165 of the Dodd-Frank Act, codified at 12 U.S.C. § 5365, requires the Board to subject all bank hold-

ing companies with total consolidated assets of $50 billion or more and any nonbank financial company desig-
nated by the FSOC for supervision by the Board to enhanced prudential standards, in order to prevent or
mitigate risks to the financial stability of the United States that could arise from the material distress or failure
of these firms.

24 Total leverage exposure is calculated in a manner roughly equivalent to the methodology set out in “Basel III: A
global regulatory framework for more resilient banks and banking systems” and takes into account both on-
and off-balance-sheet assets.
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These measures suggest that, although the combined organization would be large on an

absolute basis, PNC would have only a modest share of USFS assets, leverage exposures,

and U.S. deposits. PNC also is significantly smaller than the largest USFIs. Three USFIs

each would have between six and eight times the assets of PNC, and seven other institu-

tions would have at least twice the assets of PNC. PNC’s share of and rank in U.S. depos-

its, 2.2 percent and fifth, respectively, are higher than the other measures of its size because

PNC is primarily engaged in commercial banking activities, which is not the case with

many of the largest USFIs. PNC’s deposit share would nonetheless be relatively modest.

There are three USFIs that would each have between 3.5 and 5 times the U.S. deposits of

PNC and three institutions that would each have between 0.9 and 1.5 times the U.S. depos-

its of PNC. PNC’s overall national market share for deposits of approximately 2.2 percent

and its market share of national liabilities of approximately 1.4 percent are both well below

the 10 percent limits set by Congress.25

Both PNC and RBC Bank engage in a relatively traditional set of commercial banking

activities, and the increased size of the combined organization would not increase the diffi-

culty of resolving the organization’s activities. Accordingly, although the proposed transac-

tions would increase PNC’s overall size, and its ranking to the fifth largest bank in the

United States based on U.S. deposits, its larger size alone would not result in materially

greater or more concentrated risks to the stability of the United States banking or financial

system.

Measures of a financial institution’s size on a pro forma basis could either understate or

overstate risks to financial stability posed by the financial institution. For instance, a rela-

tively small institution that operates in a critical market for which there is no substitute pro-

vider or that could transmit its financial distress to other financial organizations through

multiple channels, could present material risks to the stability of the USFS. Conversely, an

institution that is relatively large could engage in activities that are not complex for which

there are several substitute providers in the event of failure or severe financial distress and,

accordingly, may present only limited risks to U.S. financial stability.

PNC’s size does not rise to the level when the Board would be inclined, solely on that basis,

to restrict its ability to make a $27 billion acquisition. Accordingly, the Board has consid-

ered other factors, both individually and in combination with size, to evaluate the likely

impact of this transaction on financial stability.

Substitutability. The Board has examined whether PNC or RBC Bank engages in any

activities that are critical to the functioning of the USFS and whether substitute providers

would remain that could quickly step in to perform such activities should the combined

entity suddenly be unable to do so as a result of severe financial distress.

PNC and RBC Bank both provide business and consumer credit. RBC Bank has a de mini-

mis market share (less than 1 percent) in a variety of business- and consumer credit-related

activities that the Board has considered. Although PNC has a larger share in some of these

markets, numerous other USFIs provide business and consumer credit, and the transaction

does not create, solidify, or maintain the position of a single entity that is likely to pose an

unacceptable risk to U.S. financial stability. The Board also considered a number of critical

activities that are performed either by PNC or RBC Bank (but not by both) and in no case

would the combined entity provide a service for which many substitute providers could not

be readily identified.

25 In this context, liabilities have been computed under the limitations on consolidated liabilities of section 622 of
the Dodd-Frank Act, codified at 12 U.S.C. § 1852.
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Interconnectedness. The Board has examined data to determine whether financial distress

experienced by the merged entity could create financial instability by being transmitted to

other institutions or markets within the U.S. financial or banking system. In particular, the

Board has considered whether the combined entity’s relationships to other market partici-

pants and the similarity of product offerings could transmit material financial distress

experienced by the combined entity to its counterparties directly, transmit such distress

indirectly through a fire sale of assets or erosion of asset prices, or trigger contagion result-

ing in the withdrawal of liquidity from other financial institutions.26

PNC does not currently engage, and as a result of this transaction would not engage in the

future, in business activities or participate in markets to a degree that in the event of finan-

cial distress of the combined entity, would pose material risk to other institutions. The pro

forma merged entity’s expected use of wholesale funding is lower relative to all USFIs than

is its corresponding share of consolidated assets. On a pro forma basis, the transaction also

would not concentrate exposure to any single counterparty that was among the top three

counterparties of either PNC or RBC Bank before the merger. The record does not show

other evidence that the pro forma combined entity would be so interconnected with mar-

kets and institutions in the U.S. financial or banking system as to make it likely that the

combined entity would transmit financial distress to other market participants or to the

market generally in a manner or to a degree that would cause material risks to the U.S.

financial or banking system. Although distress in a large institution such as PNC could

clearly have an effect on other market participants, that effect would not appear to be so

adverse as to have a material impact on market stability.

Complexity. The Board has considered the extent to which the pro forma entity contributes

to the overall complexity of the USFS. The pro forma entity’s share of complex assets in

the aggregate USFS appears to be largely consistent with its corresponding share of con-

solidated assets. The Board also has considered whether the complexity of the pro forma

entity’s assets and liabilities would hinder its timely and efficient resolution in the event it

were to experience financial distress. PNC and RBC Bank do not engage in complex activi-

ties, such as serving as a core clearing and settlement organization for critical financial mar-

kets, that might complicate the resolution process by increasing the complexity, costs, or

timeframes involved in a resolution. Under these circumstances, resolving the pro forma

organization would not appear to involve a level of cost, time, or difficulty such that it

would cause a material increase in risks to the stability of the USFS.27

Cross-border activity. The Board has examined the cross-border activities of PNC and

RBC Bank to determine whether the cross-border presence of the combined organization

would create difficulties in coordinating a resolution, thereby materially increasing the risks

to U.S. financial stability. PNC has several indirect subsidiaries outside the United States,

and PNC Bank operates branches in Toronto, Canada, and Nassau, The Bahamas. RBC

Bank’s cross-border activities are limited to a branch in Georgetown, Cayman Islands.28

The combined organization is not expected to engage in any additional activities outside

the United States as a result of the proposed transaction. In addition, the combined orga-

nization would not engage in critical services whose disruption would impact the macroeco-

26 The source of the contagion could include a belief on the part of market participants that a particular institu-
tion is related to the merged entity because it has a similar business model or risk profile, or because the institu-
tion is thought to have counterparty exposures to the merged entity.

27 As noted previously, the Dodd-Frank Act requires bank holding companies like PNC that hold more than
$50 billion in total consolidated assets to submit resolution plans, which are intended to assist an institution in
managing its risks and plan for a rapid and orderly resolution in the event of material distress or failure and to
enable the regulators to understand an institution’s complexity. See 12 U.S.C. § 5365.

28 On consummation of the merger of PNC Bank and RBC Bank, PNC intends to transfer all assets and liabili-
ties of the Cayman Branch to PNC Bank’s branch in Nassau, The Bahamas, and to close the Cayman Branch.
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nomic condition of the United States by disrupting trade or resulting in increased difficul-

ties for the resolution process. Based on this review, the Board considers that the cross-

border presence of the consolidated organization would not result in a material increase in

risks to the stability of the U.S. financial or banking system.

Financial stability factors in combination. The Board has assessed the foregoing factors in

combination to determine whether interactions among them might mitigate or exacerbate

risks suggested by looking at them individually. The Board also has considered whether the

proposed transaction would provide any stability benefits and whether enhanced prudential

standards applicable to the combined organization would tend to offset any potential

risks.29

For instance, concerns regarding PNC’s size would be greater if PNC were also highly

interconnected to many different segments of the USFS through its counterparty relation-

ships, participation in short-term funding and capital markets, or other channels. The

Board’s level of concern about its size would also be greater if the structure and activities

of PNC were sufficiently complex that, if PNC were to fail, it would be difficult to resolve

its failure quickly without causing significant disruptions to other financial institutions or

markets.

As discussed above, the combined entity would not be highly interconnected. Furthermore,

the organizational structure and operational regime of the combined organization would be

centered on a commercial banking business, and the resolution process would be handled

in a predictable manner by the Federal Deposit Insurance Corporation. The Board has also

considered other measures that are suggestive of the degree of difficulty with which PNC

could be resolved in the event of a failure. These measures suggest that PNC would be sig-

nificantly more straightforward to resolve than large universal banks or large investment

banks.

Based on these and all the other facts of record, the Board has concluded that the proposal

would not materially increase risks to the stability of the U.S. financial or banking system.

Accordingly, the Board has determined that considerations relating to financial stability are

consistent with approval.

D. Conclusion on Section 3(c) Factors

As described above, the Board has considered the financial and managerial resources and

future prospects of the companies and banks concerned; effectiveness of the companies in

combatting money laundering; the convenience and needs of the community to be served;

and the extent to which the proposal would result in greater or more concentrated risks to

the stability of the United States banking or financial system. Based on all the facts of

record, including those described above, the Board has determined that all of the factors

are consistent with approval.

Conclusion

Based on the foregoing and all the facts of record, the Board approved the proposal effec-

tive December 19, 2011. In reaching its conclusion, the Board has considered all the facts

of record in light of the factors that it is required to consider under the BHC Act and other

applicable statutes. The Board’s approval is specifically conditioned on compliance by

PNC, PNC Bancorp, and PNC Bank with all the commitments made to and relied on by

29 Section 165 of the Dodd-Frank Act, Pub. L. No. 111–203, 124 Stat. 1376, codified at 12 U.S.C. § 5365.

Legal Developments: Fourth Quarter, 2011 25



the Board in connection with the application and on receipt of all other regulatory approv-

als. For purposes of this action, the conditions and commitments are deemed to be condi-

tions imposed in writing by the Board in connection with its findings and decision herein

and, as such, may be enforced in proceedings under applicable law.

The proposal may not be consummated before the fifteenth calendar day after Decem-

ber 19, 2011, or later than three months thereafter, unless such period is extended for good

cause by the Board or the Federal Reserve Bank of Cleveland, acting pursuant to delegated

authority.

Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Duke,

Tarullo, and Raskin.

December 23, 2011

Robert deV. Frierson

Deputy Secretary of the Board

Order Issued Under Section 4 of the Bank Holding Company Act

Westpac Banking Corporation
Sydney, Australia

Order Approving Notice to Engage in Nonbanking Activities

Westpac Banking Corporation (“Westpac”), Sydney, Australia, a foreign banking organiza-

tion subject to the provisions of the Bank Holding Company Act (“BHC Act”), has

requested the Board’s approval under sections 4(c)(8) and 4(j) of the BHC Act and sec-

tion 225.24 of the Board’s Regulation Y1 to engage in certain nonbanking activities

through the acquisition of all the voting shares of JOHCM (USA) General Partner Inc.

(“JOHCMUSA”), Wilmington, Delaware, and its foreign parent company, J O Hambro

Capital Management Limited (“JOHCM”), London, England. JOHCM and JOHCM

USA would be acquired through Westpac’s subsidiary, BT Investment Management Lim-

ited (“BTIM”), Sydney, and BTIM’s wholly owned subsidiary, BTIM UK Limited, Lon-

don. As a result of the acquisition, Westpac and its subsidiaries would engage in the United

States in the following activities:

1. providing financial and investment advisory services, in accordance with section 225.28(b)(6) of

Regulation Y;2

2. providing private placement services, in accordance with section 225.28(b)(7) of Regu-

lation Y;3 and

3. acting as the general partner for private investment limited partnerships that invest in

assets in which a bank holding company is permitted to invest.

Notice of the proposal, affording interested persons an opportunity to comment, has been

published in the Federal Register (76 Federal Register 46,808 (2011)). The time for filing

comments has expired, and the Board has considered the proposal and all comments

received in light of the factors set forth in section 4 of the BHC Act.

Westpac, with total assets of approximately $644 billion, is the third largest bank in Austra-

lia by asset size and engages in a broad range of banking and financial services throughout

1 12 U.S.C. §§ 1843(c)(8) and (j); 12 CFR 225.24.
2 12 CFR 225.28(b)(6).
3 12 CFR 225.28(b)(7).
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Australia, New Zealand, and the South Pacific region.4 Westpac operates a federal branch,

with total consolidated assets of $25.5 billion, in New York, New York, and engages in

investment advisory activities in the United States through its subsidiary, Hastings Funds

Management (USA), San Antonio, Texas.

JOHCM, with approximately $11 billion in assets under management, is an equity invest-

ment management firm registered with the Securities and Exchange Commission (“SEC”)

under the Investment Advisors Act of 1940. JOHCMUSA serves as the general partner to

a private fund, the JOHCM International Select Fund (“the Fund”), Wilmington, Dela-

ware, a limited partnership that invests in a portfolio of publicly traded international equity

securities.5 JOHCMUSA privately places limited partnership interests in the Fund with

accredited investors, as defined under SEC rules.6 In addition, JOHCMUSA has retained

JOHCM to provide investment advice to the Fund.7

The Board previously has determined by regulation that financial and investment advisory

activities and private placement activities are closely related to banking for purposes of sec-

tion 4(c)(8) of the BHC Act.8 In addition, the Board previously has determined by order

that private investment limited partnership activities are permissible for bank holding com-

panies when conducted within certain limits.9 Westpac has committed that it will conduct

the activities of JOHCM and JOHCMUSA in accordance with the limitations set forth in

Regulation Y and the Board’s orders and interpretations relating to each of the proposed

activities.

Section 619 of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-

Frank Act”), which prohibits a banking entity from “acquir[ing] or retain[ing] any equity,

partnership, or other ownership interest in or sponsor[ing] a hedge fund or private equity

fund,”10 may restrict the activities in which Westpac proposes to engage. The Board and

other federal regulatory agencies recently requested public comment on a proposed regula-

tion to implement section 619 of the Dodd-Frank Act.11 The regulation has not been final-

ized and, accordingly, the Board expresses no view on whether the proposed activities

would be permissible for Westpac to conduct after the effective date of any final rule the

Board may adopt. Westpac has committed that it will conform its activities to comply with

the final rule within the deadline established for compliance with section 619 of the Dodd-

Frank Act.

To approve the proposal, the Board is required by section 4(j)(2)(A) of the BHC Act to

determine that the proposed acquisition of JOHCMUSA and the conduct of activities in

the United States by JOHCM “can reasonably be expected to produce benefits to the pub-

lic that outweigh possible adverse effects, such as undue concentration of resources,

decreased or unfair competition, conflicts of interests, unsound banking practices, or risk

to the stability of the United States banking or financial system.”12 As part of its evalua-

4 Asset and ranking data are as of March 31, 2011.
5 The Fund is exempt from registration with the SEC under section 3(c)(1) of the Investment Company Act of

1940. 15 U.S.C. § 80a-3(c)(1).
6 SEC Regulation D, 17 CFR 230.501.
7 Currently, the Fund is the only U.S. limited partnership for which JOHCMUSA serves as the general partner

and places limited partnership interests. Westpac proposes to conduct these activities for similar limited part-
nerships that might be established in the future.

8 12 CFR 225.28(b)(6), (7).
9 See Dresdner Bank AG, 84 Federal Reserve Bulletin 361 (1998);Meridian Bancorp, Inc., 80 Federal Reserve Bul-

letin 736 (1994).
10 Pub. L. No. 111–203, 124 Stat. 1376, 1620 (2010).
11 See www.federalreserve.gov/newsevents/press/bcreg/20111011a.htm.
12 12 U.S.C. § 1843(j)(2)(A)
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tion of a proposal under these public interest factors, the Board reviews the financial and

managerial resources of the companies involved, the effect of the proposal on competition

in the relevant markets, and the public benefits of the proposal.13

Financial and Managerial Resources

In reviewing the proposal under section 4 of the BHC Act, the Board has considered the

financial and managerial resources of the companies involved and the effect of the pro-

posal on those resources. The Board has considered, among other things, confidential

reports of examination, information provided by Westpac, and publicly reported and other

financial information in assessing the financial and managerial strength of Westpac.

In evaluating the financial factors of this proposal, the Board has considered a number of

factors, including capital adequacy and earnings performance. Westpac’s capital ratios

exceed the minimum levels that would be required by the Basel Capital Accord and are con-

sidered equivalent to the capital that would be required of a U.S. banking organization.

Moreover, consummation of this proposal would not have a significant impact on the

financial condition of Westpac. Based on its review, the Board finds that Westpac has suffi-

cient financial resources to effect the proposal.

In addition, the Board has carefully considered the managerial resources of Westpac, the

supervisory experiences of other banking supervisory agencies with Westpac, and West-

pac’s record of compliance with applicable U.S. banking laws. The Board has also reviewed

reports of examination from the appropriate federal supervisors of the U.S. operations of

Westpac that assessed its managerial resources. Based on all the facts of record, the Board

has concluded that the financial and managerial resources of the organizations involved in

the proposal are consistent with approval.

Competitive Considerations and Financial Stability

The Board has carefully considered the competitive effects of the proposal. There are

numerous existing and potential competitors in the industries for the relevant nonbanking

activities. In addition, the markets for the proposed services are regional or national in

scope. Based on all the facts of record, the Board concludes that consummation of the pro-

posal would have no significantly adverse competitive effects in any relevant market.

The Board has also carefully considered information relevant to risks to the stability of the

United States banking and financial systems. Specifically, the Board has considered

whether the proposal would result in a material increase in risks to financial stability due to

an increase in the size of the acquirer, a reduction in the availability of substitute providers

of critical financial products or services, or an increase in the extent of the interconnected-

ness of the financial system. Consummation of this proposal would not result in a signifi-

cant decrease in the availability of substitute providers of critical financial services or a sig-

nificant increase in the size of Westpac and would not result in a significant increase in the

interconnectedness of the financial system. Based on these and other factors, the Board

concludes that financial stability considerations in this proposal are consistent with

approval.

13 See 12 CFR 225.26; see, e.g., BancOne Corporation, 83 Federal Reserve Bulletin 602 (1997).
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Public Benefits

As part of its evaluation of the public interest factors under section 4 of the BHC Act, the

Board has reviewed carefully the public benefits and possible adverse effects of the pro-

posal. The record indicates that consummation of the proposal would result in benefits to

the public by enhancing Westpac’s ability to serve its customers.

For the reasons discussed above and based on all the facts of record, the Board has deter-

mined that the conduct of the proposed nonbanking activities within the framework of

Regulation Y and Board precedent is not likely to result in significantly adverse effects,

such as undue concentration of resources, decreased or unfair competition, conflicts of

interests, unsound banking practices, or risk to the stability of the United States banking or

financial system. Based on all the facts of record, the Board has concluded that consum-

mation of the proposal can reasonably be expected to produce public benefits that would

outweigh any likely adverse effects. Accordingly, the Board has determined that the balance

of the public benefits under the standard of section 4(j)(2) of the BHC Act is consistent

with approval.

Conclusion

Based on the foregoing and all the facts of record, the Board has determined that the

notice should be, and hereby is, approved. In reaching its conclusion, the Board has consid-

ered all the facts of record in light of the factors that it is required to consider under the

BHC Act. The Board’s approval is specifically conditioned on compliance by Westpac with

the conditions imposed in this order and the commitments made to the Board in connec-

tion with the notice. The Board’s approval is also subject to the conditions set forth in

Regulation Y, including those in sections 225.7 and 225.25(c),14 and to the Board’s author-

ity to require such modification or termination of the activities of Westpac or any of its

subsidiaries as the Board finds necessary to ensure compliance with, and to prevent evasion

of, the provisions of the BHC Act and the Board’s regulations and orders issued thereun-

der. For purposes of this action, these conditions and commitments are deemed to be con-

ditions imposed in writing by the Board in connection with its findings and decision herein

and, as such, may be enforced in proceedings under applicable law.

By order of the Board of Governors, effective October 24, 2011.

Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Duke and

Tarullo. Absent and not voting: Governor Raskin.

Robert deV. Frierson

Deputy Secretary of the Board

Order Issued Under Sections 3 and 4 of the Bank Holding Company Act

Green Dot Corporation
Monrovia, California

Order Approving the Formation of a Bank Holding Company

Green Dot Corporation (“Green Dot”), Monrovia, California, has requested the Board’s

approval under section 3 of the Bank Holding Company Act of 1956, as amended (“BHC

14 12 CFR 225.7 and 225.25(c)
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Act”),1 to acquire Bonneville Bancorp (“Bonneville”) and thereby indirectly acquire Bonn-

eville’s wholly owned subsidiary bank, Bonneville Bank (“Bank”), both of Provo, Utah.2

Green Dot and Bonneville also have filed with the Board elections to become financial

holding companies on consummation of the proposal pursuant to sections 4(k) and (l) of

the BHC Act and section 225.82 of the Board’s Regulation Y.3

Notice of the proposal, affording interested persons an opportunity to submit comments,

has been published (75 Federal Register 7598 (February 22, 2010)). The time for filing com-

ments has expired, and the Board has considered the proposal in light of the factors set

forth in section 3 of the BHC Act.

Green Dot, with total consolidated assets of approximately $322 million, provides bank-is-

sued, general-purpose reloadable prepaid debit cards (“GPR cards”)4 and provides settle-

ment services for prepaid debit cards. Green Dot’s GPR cards are network branded and are

linked to pooled accounts that are held at depository institutions and insured by the Fed-

eral Deposit Insurance Corporation (“FDIC”). Green Dot sells its GPR cards through

national retail chains and on the Internet.5 Green Dot’s GPR cards currently are issued by

third-party banks that maintain accounts on behalf of Green Dot’s customers.

Green Dot proposes that Green Dot Bank issue Green Dot GPR cards linked to FDIC-in-

sured accounts and provide settlement services.6 Green Dot Bank’s settlement services

would include collecting funds generated from sales of Green Dot GPR cards and related

products, distributing funds to issuing banks for cards serviced by Green Dot, and distrib-

uting funds to other banks for Green Dot Network7 acceptance partners. Green Dot would

provide administrative services to Green Dot Bank, such as human resources, accounting

and tax, marketing, and information technology, and infrastructure services under an inter-

company service agreement.8 Green Dot does not propose to engage in other activities to

any significant extent.

Bank, with total assets of approximately $35.7 million, is the 60th largest insured deposi-

tory institution in Utah, controlling deposits of approximately $29.6 million, which repre-

sent less than 1 percent of the total amount of deposits of insured depository institutions

in the state.9 On consummation of the proposal, no company would own 10 percent or

more of Green Dot’s shares.

1 12 U.S.C. § 1842.
2 Bonneville and Bank would be renamed Green Dot Bancorp and Green Dot Bank on consummation of the

proposal.
3 12 U.S.C. §§ 1843(k) and (l); 12 CFR 225.82.
4 Green Dot also offers private-label programs to retailers.
5 A large majority of Green Dot’s GPR cards are sold through a single retail chain. The structure of the current

agreement between the retail chain and Green Dot appears designed to encourage the parties to continue their
business relationship and more closely align the financial interests of the two companies.

6 Green Dot expects to complete the transfer of its GPR card operations within twelve to eighteen months after
consummation of the proposed transaction. Bank would retain its existing assets and liabilities and would con-
tinue to engage in current lending activities as well as prepaid card activities.

7 Green Dot Network is a scalable technology platform and payments network that supports card sales, pur-
chases, and reloading services to cardholders, retailers, and issuing banks.

8 The provision of such services must comply with the restrictions of sections 23A and 23B of the Federal
Reserve Act and the Board’s Regulation W on affiliate transactions. 12 U.S.C. §§ 371c, 371c-1; 12 CFR
part 223.

9 Asset data are as of June 30, 2011. Deposit and ranking data are as of June 30, 2011, and reflect merger activ-
ity through that date. In this context, insured depository institutions include commercial banks, savings banks,
and savings associations.
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Competitive Considerations

The Board has considered carefully the competitive effects of the proposal in light of all the

facts of the record. Section 3 of the BHC Act prohibits the Board from approving a pro-

posal that would result in a monopoly or would be in furtherance of any attempt to

monopolize the business of banking in any relevant banking market. The BHC Act also

prohibits the Board from approving a proposed bank acquisition that would substantially

lessen competition in any relevant banking market, unless the anticompetitive effects of the

proposal are clearly outweighed in the public interest by the probable effect of the proposal

in meeting the convenience and needs of the community to be served.10

Green Dot does not currently control a depository institution. Based on all the facts of

record, the Board has concluded that consummation of the proposal would not have a sig-

nificantly adverse effect on competition or on the concentration of banking resources in

any relevant banking market and that competitive considerations are consistent with

approval.

Financial, Managerial, and Supervisory Considerations and Future Prospects

Section 3 of the BHC Act requires the Board to consider the financial and managerial

resources and future prospects of the companies and depository institutions involved in the

proposal and certain other supervisory factors.11 The Board has considered those factors in

light of all the facts of record, including supervisory and examination information received

from the relevant federal and state supervisors of the organizations involved, and publicly

reported and other available financial information, including information provided by

Green Dot. In addition, the Board has consulted with the state and primary federal super-

visors of Bank. The Utah Department of Financial Institutions (“Utah DFI”) and FDIC

have not objected to Green Dot’s proposal. The Board has considered the BHC Act factors

and related information in light of Green Dot’s proposal that Green Dot Bank’s operations

would be substantially focused on the prepaid card business.

In evaluating financial factors, the Board consistently has considered capital adequacy to

be an especially important aspect. Green Dot, Bonneville, and Bank are well capitalized. In

addition, Green Dot would make an initial cash injection of $13.6 million in Bank from

cash on hand and would maintain a tier 1 leverage ratio of at least 15 percent at Green Dot

Bank for five years after consummation. Green Dot has no long-term debt. The Board has

consulted with the FDIC and Utah DFI regarding these required capital levels. Green Dot

would remain well capitalized on consummation of the proposal. In connection with the

proposal to issue its GPR cards through and settle its GPR card transactions at Green Dot

Bank, Green Dot has committed to maintain, at Green Dot and/or Green Dot Bank, cash

and/or cash equivalents equal to the amount of insured deposits at Green Dot Bank gener-

ated through its GPR card operations. The Board also has taken into account Green Dot’s

record of offering GPR cards to the public, the company’s financial strength, and the com-

pany’s ability to serve as a source of strength to Green Dot Bank. The Board has reviewed

Green Dot’s operating plan for Green Dot Bank and Green Dot’s projections that Green

Dot and Green Dot Bank would be able to remain well-capitalized and profitable even

under certain stress scenarios that could negatively affect the prepaid card operations that

would be conducted at Green Dot and Green Dot Bank.

10 12 U.S.C. § 1842(c)(1).
11 12 U.S.C. § 1842(c)(2) and (3).
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The Board also has considered the managerial resources of the organizations involved and

of the proposed combined organization. The Board has reviewed the examination records

of Bonneville and Bank and has conducted inspections of Green Dot,12 including assess-

ments of its current management, risk-management systems, and operations. The Board

also has considered the supervisory experience of the other relevant banking agencies with

the organizations, including their records of compliance with applicable banking and

anti-money-laundering laws.13 In addition, the Board has considered Green Dot’s plans for

implementing the proposal and for the proposed management of the organizations

involved after consummation. Moreover, the Board has considered information regarding

Green Dot’s enterprise-wide risk-management program collected by examiners with the

Federal Reserve, FDIC, and Utah DFI. The Board has also considered that Green Dot has

retained management with significant experience in the prepaid card industry as well as

management experienced in commercial and community banking.

In addition, the Board has considered the future prospects of Green Dot, Bonneville, and

Bank in light of the financial and managerial resources and the proposed business plan. As

noted, Green Dot Bank’s business activity would be focused narrowly on the issuance of

GPR cards. A business plan that focuses on a narrow business activity14 and depends on a

limited number of key business partners carries significantly greater risks than a business

plan that employs broad diversification of activities and counterparties. The Board expects

banking organizations with a narrow focus to address these increased risks with financial

resources, managerial systems, and expertise commensurate with that additional level of

risk. In this case, the Board has relied on the significant level of capital that Green Dot and

its bank will have on consummation and Green Dot’s commitment to maintain Green Dot

Bank as well capitalized with a tier 1 leverage ratio of at least 15 percent for five years after

consummation. This capital level is well in excess of the tier 1 leverage ratio needed to be

considered well capitalized but is appropriate in light of the single focus of Green Dot and

Green Dot Bank’s activity. Green Dot has committed that Green Dot Bank will not pay

dividends for three years after consummation of the proposal. The Board has also consid-

ered that Green Dot Bank’s primary source of deposits would be the funds associated with

GPR cards purchased by individuals, which Green Dot has committed to balance with

equal levels of cash or cash equivalents. In addition, the Board has considered Green Dot’s

enterprise-wide risk-management program and Green Dot’s retention of management with

significant experience in the prepaid card industry as well as management experienced in

commercial and community banking.

On this basis, including the commitments made by Green Dot to the Board, the Board has

concluded that considerations relating to the financial and managerial resources and future

prospects involved in the proposal are consistent with approval, as are the other supervisory

factors.

Convenience and Needs Considerations

In acting on a proposal under section 3 of the BHC Act, the Board also must consider the

effects of the proposal on the convenience and needs of the communities to be served and

12 The Federal Reserve Bank of San Francisco, FDIC, and Utah DFI conducted on-site reviews of Green Dot’s
operations in connection with the proposal.

13 Green Dot is currently registered with the United States Treasury Department’s Financial Crimes Enforcement
Network as a Money Service Business and files Suspicious Activity Reports and Currency Transaction Reports.

14 Green Dot has committed to balance Green Dot Bank’s GPR card deposits with equal levels of cash or cash
equivalents at Green Dot or Green Dot Bank. Accordingly, the proposal does not appear to present increased
credit risk associated with narrowly focused business plans that are dependent on one asset category, such as a
particular type of lending. As discussed below, the Board has considered the risks posed by Green Dot’s busi-
ness plan in light of its proposal to mitigate such risks, including its commitments.
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take into account the records of the relevant insured depository institutions under the

Community Reinvestment Act (“CRA”).15 The CRA requires the federal financial supervi-

sory agencies to encourage insured depository institutions to help meet the credit needs of

the local communities in which they operate, consistent with their safe and sound opera-

tion, and requires the appropriate federal financial supervisory agency to take into account

a relevant depository institution’s record of meeting the credit needs of its entire commu-

nity, including low- and moderate-income neighborhoods, in evaluating banking propos-

als.16

The Board has considered carefully all the facts of record, including evaluations of the

CRA performance record of Bank, information provided by Green Dot, and confidential

supervisory information. Bank has received a “satisfactory” rating at its most recent CRA

performance evaluation by the FDIC, as of May 21, 2007. To ensure that Bank will con-

tinue to meet its CRA obligation in the Provo community, Green Dot has committed to

submit a proposed strategic plan for Green Dot Bank to its primary federal regulator

within six months of consummation of the proposal.17 Green Dot also has stated that

Bank would maintain its current level of lending to its local community.

On May 19, 2011, the Office of the Attorney General of Florida (“Florida AG’s Office”)

announced that it is investigating five prepaid debit card companies, including Green Dot,

for possible deceptive and unfair practices. The Board has consulted with the Florida AG’s

Office regarding this matter and has been advised by that office that Green Dot is fully

cooperating with the investigation.18 Green Dot has also represented that it is developing

and will issue GPR cards with improved disclosures that are designed to address the mat-

ters raised by the Florida AG’s Office and to comply with Florida law.

Based on a review of the entire record, the Board has concluded that convenience and

needs considerations and the CRA performance record of Bank are consistent with

approval of the proposal.

Financial Holding Company Elections

As noted, Green Dot and Bonneville have filed elections to become financial holding com-

panies pursuant to sections 4(k) and (l) of the BHC Act and section 225.82 of the Board’s

Regulation Y. Green Dot and Bonneville have certified that Bank is well capitalized and

well managed and have provided all the information required under Regulation Y. Green

Dot and Bonneville have also certified that they are well capitalized and well managed, pur-

suant to section 4(l) of the BHC Act, as amended by section 606 of the Dodd-Frank Wall

Street Reform and Consumer Protection Act.19 Based on all the facts of record, the Board

has determined that the elections of Green Dot and Bonneville to become financial holding

companies will become effective on consummation of the proposal, if on that date Green

Dot, Bonneville, and Bank remain well capitalized and well managed and if Bank has

received a rating of at least “satisfactory” at its most recent performance evaluation under

the CRA.

15 12 U.S.C. §§ 2901–2908; 12 U.S.C. § 1842(c)(2).
16 12 U.S.C. § 2903.
17 Under the strategic plan alternative, a bank is required to develop a plan, using input from members of the

public in the bank’s assessment area(s), that provides measurable goals for meeting the credit needs of the
bank’s assessment area(s). See, e.g., 12 CFR 228.27. The bank’s primary federal regulator is responsible for
evaluating the plan and, if approved, the bank’s success in achieving the goals of the approved plan.

18 The Board’s action on this application does not limit in any manner the authority of the State of Florida to
take any action that it considers appropriate with respect to Green Dot.

19 Pub. L. No. 111–203, 124 Stat. 1376, codified at 12 U.S.C. § 1843(l)(1).
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Financial Stability

As required by section 3 of the BHC Act, the Board has considered the effects of the pro-

posal on the stability of the United States banking or financial system.20 Based on a review

of the entire record, the Board has concluded that the proposal would not result in greater

or more concentrated risks to the stability of the United States banking or financial system.

Conclusion

Based on the foregoing, and in light of all facts of record, the Board has determined that

the application should be, and hereby is, approved. In reaching its conclusion, the Board

has considered the application record in light of the factors that it is required to consider

under the BHC Act and other applicable statutes. The Board’s approval is specifically con-

ditioned on compliance by Green Dot with all the conditions imposed in this order and the

commitments made to the Board in connection with the application. For purposes of this

action, those conditions and commitments are deemed to be conditions imposed in writing

by the Board in connection with its findings and decision herein and, as such, may be

enforced in proceedings under applicable law.

The proposed transaction may not be consummated before the fifteenth calendar day after

the effective date of this order, or later than three months after the effective date of this

order, unless such period is extended for good cause by the Board or the Federal Reserve

Bank of San Francisco, acting pursuant to delegated authority.

By order of the Board of Governors, effective November 23, 2011.

Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Tarullo

and Raskin. Voting against this action: Governor Duke.

Robert deV. Frierson

Deputy Secretary of the Board

Dissenting Statement of Governor Duke

I am not in favor of approving this application. As a general matter, I have concerns about

business plans that focus narrowly on one or a few products. Companies with narrow busi-

ness plans face risks that are different than those faced by more diversified companies and

are more vulnerable to unexpected shocks. In this case, I have specific concerns about the

risks presented by Green Dot’s proposal to implement a business plan at Green Dot Bank

focused on the issuance of general-purpose, reloadable prepaid debit cards (“GPR cards”).

Green Dot’s proposal to implement a business plan at Green Dot Bank predominantly

focused on issuing GPR cards would directly tie the future prospects of Green Dot to suc-

cess in the specialized market for prepaid debit cards. The prepaid debit card industry is

subject to various risks, including the possibility that the technology currently employed by

industry participants could become obsolete, that consumers’ demand for prepaid debit

cards as an alternative to more traditional banking products and services could decline, that

potential legislative or regulatory changes could reduce or eliminate the profitability of

issuing prepaid debit cards, and that competition in the prepaid debit card industry may

increase as a result of full-service banking organizations entering the market. In addition,

the business model employed by prepaid debit card providers, including the model

20 Section 604 of the Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111–203, 124
Stat. 1376, codified at 12 U.S.C. § 1842(c)(7).
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employed by Green Dot, involves significant exposure to operational, concentration, con-

sumer, counterparty, settlement, and compliance risks. Moreover, in addition to the

increased risks presented by a business plan focused on a narrow business activity, Green

Dot currently relies on a single retail partner for a large majority of its revenues, and a loss

of the relationship would have a materially adverse impact on Green Dot’s revenues.

Furthermore, I do not believe that the steps Green Dot proposed to mitigate risk, including

its commitments that Bank would maintain increased capital levels for five years and

refrain from paying dividends for three years and its commitment to maintain certain levels

of cash and cash equivalents, adequately address the risks posed by Green Dot’s proposal

to operate Green Dot Bank primarily as a GPR card issuer. These commitments may

increase the ability of Green Dot to absorb losses, but they do not address the fundamental

source of the risk posed by Green Dot’s narrow business plan and, consequently, do not

actually reduce the risks associated with that business plan.

For these reasons, in my view the considerations related to the future prospects of Green

Dot and Green Dot Bank are not consistent with approval.

Accordingly, I would deny this proposal.

November 23, 2011

Order Issued Under Bank Merger Act

The Croghan Colonial Bank

Fremont, Ohio

Order Approving the Acquisition of Branches

The Croghan Colonial Bank (“Bank”), a state member bank and a subsidiary of Croghan

Bancshares, Inc., both of Fremont, Ohio, has applied under section 18(c) of the Federal

Deposit Insurance Act1 (“Bank Merger Act”) to acquire four branches from The Home

Savings and Loan Company of Youngstown, Ohio (“Home Savings”), Youngstown, in Tif-

fin, Fremont, and Clyde, all in Ohio.2 Bank has also applied under section 9 of the Federal

Reserve Act3 (“FRA”) to establish branches at three of those locations.

Notice of the proposal, affording interested persons an opportunity to submit comments,

has been given in accordance with the Bank Merger Act and the Board’s Rules of Proce-

dure.4 As required by the Bank Merger Act, reports on the competitive effects of the

merger were requested from the United States Attorney General and the Federal Deposit

Insurance Corporation (“FDIC”). The time for filing comments has expired, and the

Board has considered the application and all comments received in light of the factors set

forth in the Bank Merger Act and section 9 of the FRA.

1 12 U.S.C. § 1828(c).
2 The four branches to be acquired are listed in the appendix.
3 12 U.S.C. § 321.
4 12 CFR 262.3(b).
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Bank is the 44th largest insured depository institution in Ohio, with less than 1 percent of

all deposits in Ohio banks and thrift institutions.5 Home Savings is the 16th largest insured

depository institution in Ohio, with less than 1 percent of deposits in the state.

Competitive Considerations

The Bank Merger Act prohibits the Board from approving an application if the proposal

would result in a monopoly or would be in furtherance of any attempt to monopolize the

business of banking.6 The Bank Merger Act also prohibits the Board from approving a

proposal that would substantially lessen competition or tend to create a monopoly in any

relevant market, unless the Board finds that the anticompetitive effects of the proposed

transaction are clearly outweighed in the public interest by the probable effects of the

transaction in meeting the convenience and needs of the communities to be served.7

The proposal would affect competition in the Fremont, Ohio banking market, where Bank

and Home Savings directly compete.8 The Board has reviewed carefully the competitive

effects of the proposal on the banking market in light of all the facts of record, including

the number of competitors that would remain in the market, the relative share of the total

deposits in insured depository institutions in the market (“market deposits”) that Bank

would control,9 the concentration level of market deposits and the increase in this level as

measured by the Herfindahl-Hirschman Index (“HHI”) under the Department of Justice

Bank Merger Competitive Review guidelines (“DOJ Bank Merger Guidelines”),10 and

other characteristics of the markets.

Bank has the largest share of market deposits in the Fremont banking market with

37.6 percent, and Home Savings has the ninth largest share of market deposits with 2.7 per-

cent. On consummation of the proposal, Bank’s share of market deposits would increase

to 41.9 percent, and the HHI would increase 302 points, from 1971 to 2273.

In addition to banks and thrift institutions, there are two credit unions that operate in the

Fremont banking market: Fremont Federal Credit Union and Clyde-Fremont Area Credit

Union. Both credit unions have broad membership criteria that include all the residents in

the banking market. In addition, both credit unions compete actively with area banks for

retail customers and offer services such as street-level offices, drive-up lanes, and ATMs.

5 Data are as of June 30, 2011. In this context, insured depository institutions include insured commercial banks,
savings banks, and savings associations.

6 12 U.S.C. § 1828(c)(5)(A).
7 12 U.S.C. § 1828(c)(5)(B).
8 The Fremont banking market is defined as Sandusky County, excluding the city of Bellevue, all in Ohio.
9 Data are based on calculations in which the pre-acquisition deposits of Home Savings are included at 50 per-

cent. The Board previously has indicated that thrift institutions have become, or have the potential to become,
significant competitors of commercial banks. See, e.g.,Midwest Financial Group, 75 Federal Reserve Bulletin
386 (1989); National City Corporation, 70 Federal Reserve Bulletin 743 (1984). Thus, the Board regularly has
included thrift deposits in the market share calculation on a 50 percent weighted basis. See, e.g., First Hawaiian,
Inc., 77 Federal Reserve Bulletin 52 (1991). The post-acquisition deposits of Home Savings are weighted at
100 percent because the deposits will be owned by a commercial banking organization. See, e.g., Norwest Cor-
poration, 78 Federal Reserve Bulletin 452 (1992).

10 Under the DOJ Bank Merger Guidelines, a market is considered unconcentrated if the post-merger HHI is
under 1000, moderately concentrated if the post-merger HHI is between 1000 and 1800, and highly concen-
trated if the post-merger HHI exceeds 1800. The Department of Justice (“DOJ”) has informed the Board that a
bank merger or acquisition generally would not be challenged (in the absence of other factors indicating anti-
competitive effects) unless the post-merger HHI is at least 1800 and the merger increases the HHI by more than
200 points. Although the DOJ and the Federal Trade Commission recently issued revised Horizontal Merger
Guidelines, the DOJ has confirmed that its Bank Merger Guidelines, which were issued in 1995, were not modi-
fied. Press Release, Department of Justice (August 19, 2010), available at www.justice.gov/opa/pr/2010/August/
10-at-938.html.
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The Board finds that these circumstances warrant including the deposits of these credit

unions on a 50 percent weighted basis.11

If both credit unions are included on a weighted basis, Bank’s pro forma share of market

deposits would be 36 percent, and the HHI would increase by 231 points, from 1554 to

1785. The Board has concluded that the activities of these credit unions exert a competitive

influence that mitigates, in part, the potential effects of the proposal in the Fremont bank-

ing market. In addition, numerous competitors would remain in the banking market. Four

banks would each have shares of market deposits ranging from 8 percent and 11 percent.

The DOJ has reviewed the anticipated competitive effects of the proposal and has advised

the Board that consummation of the proposal would not likely have a significantly adverse

effect on competition in the relevant banking market. The FDIC has been afforded an

opportunity to comment and has not objected to the proposal.

The Board has reviewed carefully all the facts of record and, for the reasons discussed in

this order, has concluded that consummation of the proposal is not likely to affect competi-

tion or the concentration of resources in a significantly adverse manner in the relevant

banking market. Accordingly, based on all the facts of record, the Board has determined

that competitive factors are consistent with approval of the proposal.

Financial, Managerial, and Other Supervisory Factors

In reviewing this proposal under the Bank Merger Act and section 9 of the FRA, the

Board has considered the financial and managerial resources and future prospects of the

institutions involved. The Board has reviewed these factors in light of all the facts of

record, including supervisory reports of examination assessing the financial and manage-

rial resources of Bank and information provided by the bank. The Board notes that Bank

would remain well capitalized on consummation of the proposal. Based on all the facts of

record, the Board concludes that the financial and managerial resources and future pros-

pects of the institutions involved and other supervisory factors are consistent with approval

of the proposal.

Convenience and Needs Considerations and Financial Stability

The Bank Merger Act also requires the Board to consider the convenience and needs of the

communities to be served and to take into account the records of the relevant depository

institutions under the Community Reinvestment Act (“CRA”).12 The CRA requires the

federal financial supervisory agencies to encourage financial institutions to meet the credit

needs of the local communities in which they operate, consistent with their safe and sound

operation, and requires the appropriate federal financial supervisory agency to take into

account an institution’s record of meeting the credit needs of its entire community, includ-

ing low- and moderate-income neighborhoods, in evaluating bank acquisition proposals.

Accordingly, the Board has carefully considered the convenience and needs factor and the

CRA performance records of Bank and Home Savings in light of all the facts of record.

As provided in the CRA, the Board has evaluated the convenience and needs factor in light

of the evaluations by the appropriate federal supervisors of the CRA performance records

11 The Board previously has considered the competitiveness of certain active credit unions as a mitigating factor.
See, e.g., The PNC Financial Services Group, Inc., 93 Federal Reserve Bulletin C65 (2007); Regions Financial
Corporation, 93 Federal Reserve Bulletin C16 (2007);Wachovia Corporation, 92 Federal Reserve Bulletin C183
(2006); and F.N.B. Corporation, 90 Federal Reserve Bulletin 481 (2004).

12 12 U.S.C. § 2901 et seq.
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of the relevant insured depository institutions. An institution’s most recent CRA perfor-

mance evaluation is a particularly important consideration in the applications process

because it represents a detailed on-site evaluation of the institution’s overall record of per-

formance under the CRA by its appropriate federal supervisor.13

Bank received an overall rating of “satisfactory” at its most recent CRA performance

examination by the Federal Reserve Bank of Cleveland, as of June 2011. Home Savings

received an overall rating of “satisfactory” from the FDIC at its most recent evaluation for

CRA performance, as of July 2008.

Based on all the facts of record and for the reasons discussed above, the Board concludes

that considerations relating to the convenience and needs, including the CRA performance

records of the relevant depository institutions, are consistent with approval of the proposal.

The Board has also carefully considered information relevant to risks to the stability of the

United States banking or financial system. The Board concludes that financial stability

considerations in this proposal are consistent with approval.

Establishment of Branches

As noted above, Bank has also applied under section 9 of the FRA to establish branches at

three of the acquired offices of Home Savings. Bank has indicated that it intends to close

the branch in Clyde, Ohio, that it would acquire from Home Savings and to consolidate its

operations into a branch that Bank currently operates that is less than one-tenth of a mile

away.14 The Board has considered the factors it is required to consider when reviewing an

application for establishing branches pursuant to section 9 of the FRA15 and for the rea-

sons discussed in this order, finds those factors are consistent with approval.

Conclusion

Based on the foregoing and all the facts of record, the Board has determined that the appli-

cations should be, and hereby are, approved. In reaching its conclusion, the Board has con-

sidered all the facts of record in light of the factors that it is required to consider under the

Bank Merger Act and the FRA. Approval of the applications is specifically conditioned on

compliance by Bank with all the commitments made in connection with this proposal and

the conditions set forth in this order. The commitments and conditions are deemed to be

conditions imposed in writing by the Board and, as such, may be enforced in proceedings

under applicable law.

The acquisition may not be consummated before the fifteenth calendar day after the effec-

tive date of this order, or later than three months after the effective date of this order,

unless such period is extended for good cause by the Board or by the Federal Reserve Bank

of Cleveland, acting pursuant to delegated authority.

By order of the Board of Governors, effective November 28, 2011.

13 See Interagency Questions and Answers Regarding Community Reinvestment, 75 Federal Register 11642 at 11665
(2010).

14 Both branches are in the Fremont banking market. The proposed branch closure qualifies as a “short distance”
consolidation. See Joint Policy Statement Regarding Branch Closings, 64 Federal Register 34844 at 34846.
Accordingly, the closure is not subject to the notice requirements of section 42 of the Federal Deposit Insur-
ance Act. 12 U.S.C. § 1831r-1(e); 64 Federal Register 34844 at 34846.

15 See 12 U.S.C. § 322.
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Voting for this action: Chairman Bernanke, Vice Chair Yellen, and Governors Duke,

Tarullo, and Raskin.

Robert deV. Frierson

Deputy Secretary of the Board

Appendix

Branches in Ohio to be Acquired from Home Savings

1. 48 E. Market Street, Tiffin 44883

2. 796 W. Market Street, Tiffin 44883

3. 910 Sean Drive, Fremont 43420

4. 225 N. Main Street, Clyde 43410 (to be closed)

Orders Issued Under International Banking Act

Banco do Estado do Rio Grande do Sul S.A.
Port Alegre, Brazil

Order Approving Establishment of a Branch

Banco do Estado do Rio Grande do Sul S.A. (“Bank”), Port Alegre, Brazil, a foreign bank

within the meaning of the International Banking Act (“IBA”), has applied under sec-

tion 7(d) of the IBA1 to establish a limited federal branch in Miami, Florida. The Foreign

Bank Supervision Enhancement Act of 1991, which amended the IBA, provides that a for-

eign bank must obtain the approval of the Board to establish a branch in the United States.

Notice of the application, affording interested persons an opportunity to comment, has

been published in a newspaper of general circulation in Miami (Miami Daily Business

Review, March 12, 2010). The time for filing comments has expired, and the Board has

considered all comments received.

Bank, with total assets of approximately $19.0 billion,2 is the eleventh largest bank in Bra-

zil. The State of Rio Grande do Sul owns approximately 99.6 percent of Bank’s voting

stock. Bank provides a range of banking services and financial products to retail custom-

ers, small- and medium-sized companies, and public-sector entities. Bank currently operates

a branch in New York, New York, and this branch will be closed soon after the proposed

limited federal branch in Miami is established. Bank also operates a branch in the Cayman

Islands. Bank meets the requirements for a qualifying foreign banking organization under

Regulation K.3

Bank proposes to relocate the operations of its existing branch in New York to Miami in

order to better serve the needs of its customers in the United States. Consistent with the

restrictions on a limited branch, the proposed branch would not take any deposits

other than those permitted for a corporation organized under section 25A of the Federal

Reserve Act.4

1 12 U.S.C. § 3105(d).
2 Asset and ranking data are as of June 30, 2011.
3 12 CFR 211.23(a).
4 To convert the limited branch into a branch, Bank must apply pursuant to section 7 of the IBA. 12 U.S.C.

§ 3105(d). Under section 25A of the Federal Reserve Act, an Edge corporation may receive deposits outside the
United States and only such deposits within the United States that are incidental to or for the purpose of carry-
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Under the IBA and Regulation K, in acting on an application by a foreign bank to estab-

lish a branch, the Board must consider whether the foreign bank (1) engages directly in the

business of banking outside the United States; (2) has furnished the Board with the infor-

mation it needs to assess the application adequately; and (3) is subject to comprehensive

supervision on a consolidated basis by its home country supervisors.5 The Board also con-

siders additional standards as set forth in the IBA and Regulation K.6

As noted above, Bank engages directly in the business of banking outside the United

States. Bank also has provided the Board with information necessary to assess the applica-

tion through submissions that address the relevant issues.

With respect to supervision by home country authorities, the Board previously has deter-

mined that other banks in Brazil are subject to home country supervision on a consolidated

basis by the Central Bank of Brazil (“Central Bank”), which has primary responsibility for

the regulation of financial institutions in Brazil.7 Bank is supervised by the Central Bank

on substantially the same terms and conditions as these other banks. Based on all the facts

of record, it has been determined that Bank is subject to comprehensive supervision on a

consolidated basis by its home country supervisor.

The additional standards set forth in section 7 of the IBA and Regulation K have also been

taken into account.8 The Central Bank has no objection to the establishment of the pro-

posed branch.

With respect to the financial and managerial resources of Bank, taking into consideration

the bank’s record of operations in its home country, its overall financial resources, and its

standing with its home country supervisors, financial and managerial factors are consistent

with approval of the proposed limited branch. Brazil has adopted risk-based capital stan-

ing out transactions in foreign countries. 12 U.S.C. § 615(a). Regulation K defines the extent of permissible
deposit-taking activities of Edge corporations. 12 CFR 211.6(a)(1). Under section 5 of the IBA, a foreign bank
may establish a branch outside its home state if the branch limits its deposit-taking to that of an Edge corpo-
ration operating under section 25A of the Federal Reserve Act. 12 U.S.C. § 3103(a)(7)(A). Currently, Bank’s
home state is New York. Regulations implementing the IBA allow foreign banks to change their home state one
time with prior notice to the Federal Reserve. 12 CFR 211.22(b). With the closure of the New York branch,
Bank will change its IBA home state from New York to Florida.

5 12 U.S.C. § 3105(d)(2); 12 CFR 211.24. In assessing this standard, the Board considers, among other indicia of
comprehensive, consolidated supervision, the extent to which the home country supervisors: (i) ensure that the
bank has adequate procedures for monitoring and controlling its activities worldwide; (ii) obtain information
on the condition of the bank and its subsidiaries and offices through regular examination reports, audit
reports, or otherwise; (iii) obtain information on the dealings with and relationship between the bank and its
affiliates, both foreign and domestic; (iv) receive from the bank financial reports that are consolidated on a
worldwide basis or comparable information that permits analysis of the bank’s financial condition on a world-
wide consolidated basis; (v) evaluate prudential standards, such as capital adequacy and risk asset exposure, on
a worldwide basis. No single factor is essential, and other elements may inform the Board’s determination.

6 12 U.S.C. § 3105(d)(3)–(4); 12 CFR 211.24(c)(2)–(3). The additional standards set forth in section 7 of the IBA
and Regulation K include the following: whether the bank’s home country supervisor has consented to the
establishment of the office; the financial and managerial resources of the bank; whether the bank has proce-
dures to combat money laundering, whether there is a legal regime in place in the home country to address
money laundering, and whether the home country is participating in multilateral efforts to combat money laun-
dering; whether the appropriate supervisors in the home country may share information on the bank’s opera-
tions with the Board; whether the bank and its U.S. affiliates are in compliance with U.S. law; the needs of the
community; the bank’s record of operation. The Board may also take into account, in the case of a foreign
bank that presents a risk to the stability of the United States, whether the home country of the foreign bank
has adopted, or is making demonstrable progress toward adopting, an appropriate system of financial regula-
tion for the financial system of such home country to mitigate such risk. 12 U.S.C. § 3105(d)(3)(E).

7 The Board has determined that three Brazilian banks, Banco Itaú S.A., Banco Bradesco S.A., and Banco do
Brasil S.A., were subject to comprehensive consolidated supervision by the Central Bank in connection with
each bank’s election to be treated as a financial holding company (effective in February 2002 for Banco Itaú, in
January 2004 for Banco Bradesco S.A., and in April 2010 for Banco do Brasil).

8 See, supra, note 6.
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dards that are consistent with those established by the Basel Capital Accord (“Accord”).

Bank’s capital is in excess of the minimum levels that would be required by the Accord and

is considered equivalent to capital that would be required of a U.S. banking organization.

Managerial and other financial resources of Bank also are consistent with approval, and

Bank appears to have the experience and capacity to support the proposed branch. In addi-

tion, Bank has established controls and procedures for the proposed branch to ensure com-

pliance with U.S. law and for its operations in general.

Brazil is a member of the Financial Action Task Force and subscribes to its recommenda-

tions on measures to combat money laundering. In accordance with these recommenda-

tions, Brazil has enacted laws and created legislative and regulatory standards to deter

money laundering, terrorist financing, and other illicit activities. Money laundering is a

criminal offense in Brazil, and financial institutions are required to establish internal poli-

cies, procedures, and systems for the detection and prevention of money laundering

throughout their worldwide operations. Bank has policies and procedures to comply with

these laws and regulations, and Bank’s compliance with applicable laws and regulations is

monitored by governmental entities responsible for anti-money-laundering compliance.

With respect to access to information about Bank’s operations, the Board has reviewed the

restrictions on disclosure in relevant jurisdictions in which Bank operates and has commu-

nicated with relevant government authorities regarding access to information. Bank has

committed to make available to the Board such information on the operations of Bank and

any of its affiliates that the Board deems necessary to determine and enforce compliance

with the IBA, the Bank Holding Company Act, and other applicable federal law. To the

extent that the provision of such information to the Board may be prohibited by law or

otherwise, Bank has committed to cooperate with the Board to obtain any necessary con-

sents or waivers that might be required from third parties for disclosure of such informa-

tion. In light of these commitments and other facts of record, and subject to the condition

described below, the Board has determined that Bank has provided adequate assurances of

access to any necessary information that the Board may request.

Information relevant to the standard regarding risk to the stability of the United States

financial system has also been reviewed. In particular, consideration has been given to the

absolute and relative size of Bank in its home country, the scope of Bank’s activities,

including the type of activities it proposes to conduct in the United States and the potential

for those activities to increase or transmit financial instability, and the framework in place

for supervising Bank in its home country. Based on these and other factors, financial stabil-

ity considerations in this proposal are consistent with approval.

On the basis of all the facts of record, and subject to the commitments made by Bank, as

well as the terms and conditions set forth in this order, Bank’s application to establish a

limited federal branch is hereby approved by the Director of the Division of Banking

Supervision and Regulation, with the concurrence of the General Counsel, pursuant to

authority delegated by the Board.9 Should any restrictions on access to information on the

operations or activities of Bank and its affiliates subsequently interfere with the Board’s

ability to obtain information to determine and enforce compliance by Bank or its affiliates

with applicable federal statutes, the Board may require termination of any of Bank’s direct

or indirect activities in the United States, or in the case of any such operation licensed by

the Office of the Comptroller of the Currency (“OCC”), recommend termination of such

operation. Approval of this application also is specifically conditioned on compliance by

Bank with the commitments made in connection with this application and with the condi-

9 12 CFR 265.7(d)(12).
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tions in this order.10 The commitments and conditions referred to above are conditions

imposed in writing by the Board in connection with this decision and may be enforced in

proceedings under 12 U.S.C. § 1818 against Bank and its affiliates.

By order, approved pursuant to authority delegated by the Board, effective October 6,

2011.

Robert deV. Frierson

Deputy Secretary of the Board

Bankia, S.A.

Valencia, Spain

Order Approving Establishment of a Branch

Bankia, S.A. (“Bankia”), a foreign bank within the meaning of the International Banking

Act (“IBA”), has applied under section 7(d) of the IBA1 to establish a branch in Miami,

Florida. The Foreign Bank Supervision Enhancement Act of 1991, which amended the

IBA, provides that a foreign bank must obtain the approval of the Board to establish a

branch in the United States.2

Notice of the application, affording interested persons an opportunity to comment, has

been published in a newspaper of general circulation (Miami Herald, June 14, 2011). The

time for filing comments has expired, and the Board has considered all comments received.

Bankia, with total assets of approximately $406.3 billion,3 is the fourth largest bank in

Spain. Banco Financiero y de Ahorros, S.A. (“BFA”), Madrid, Spain, owns 52.4 percent of

Bankia.4 No other shareholder owns more than 5 percent of the shares of Bankia. Bankia

is a commercial bank that offers services and products in retail banking, corporate banking

and finance, capital markets, asset management, and personal banking. Bankia intends to

take over the international operations previously conducted by the savings banks that own

BFA. Bankia’s indirect parents, Caja Madrid and Bancaja, maintain an agency and

10 The Board’s authority to approve the establishment of the proposed branch parallels the continuing authority
of the OCC to license offices of a foreign bank. The Board’s approval of this application does not supplant the
authority of the OCC to license the proposed office of Bank in accordance with any terms or conditions that it
may impose.

1 12 U.S.C. § 3105(d).
2 Id.
3 Asset and ranking data are as of September 30, 2011.
4 BFA was created through a Sistema Institucional de Protección (Integration Agreement), an integration trans-

action supported by the Bank of Spain to address the effects of the global financial crisis on Spanish financial
institutions by consolidating a number of Spanish savings banks, or cajas de ahorros, operating in Spain. BFA
was established by seven Spanish savings banks, including Caja de Ahorros y Monte de Piedad de Madrid,
Caja Madrid (“Caja Madrid”), which owns 52.1 percent of BFA, and Caja de Ahorros de Valencia, Castellón y
Alicante, Bancaja (“Bancaja”), which owns 37.7 percent. Each of the remaining five savings banks owns less
than 3 percent of the issued shares of BFA. The Board approved BFA’s application to become a bank holding
company on December 16, 2010. See Caja de Ahorros de Valencia, Castellón y Alicante, Bancaja, 97 Federal
Reserve Bulletin 4 (2011). BFA received €4.465 billion from the Fondo de Reestructuración Ordenada Bancaria
(“FROB”) in exchange for perpetual convertible preference shares of BFA. FROB was created by the Spanish
government to support and facilitate integrations transactions among Spanish financial institutions. FROB is a
bank holding company by virtue of its ownership interest in BFA. See Caja de Ahorros de Valencia, Castellón y
Alicante, Bancaja, supra. FROB’s investment in BFA represents approximately 17 percent of the total equity
and, if converted to voting shares, would represent 17 percent of BFA’s voting shares. The current proposal
would not increase FROB’s indirect ownership of any bank in the United States.
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branch, respectively, in Miami, Florida. Bankia meets the requirements for a qualifying for-

eign banking organization under Regulation K.5

Bankia, as part of a corporate reorganization,6 proposes to establish the branch to assume

the operations of Caja Madrid’s agency and Bancaja’s branch, and those offices would be

closed. The proposed branch would offer substantially the same products and services cur-

rently provided by the Caja Madrid and Bancaja offices.

Under the IBA and Regulation K, in acting on an application by a foreign bank to estab-

lish a branch, the Board must consider whether the foreign bank (1) engages directly in the

business of banking outside the United States; (2) has furnished the Board the information

it needs to assess the application adequately; and (3) is subject to comprehensive supervi-

sion on a consolidated basis by its home country supervisors.7 The Board also considers

additional standards as set forth in the IBA and Regulation K.8

As noted above, Bankia engages directly in the business of banking outside the United

States. Bankia also has provided the Board with information necessary to assess the appli-

cation through its submissions that address the relevant issues.

With respect to supervision by home country authorities, the Board previously has deter-

mined that BFA, Caja Madrid, and Bancaja are subject to comprehensive supervision on a

consolidated basis by their home country supervisor.9 The Board also has determined that

other banks in Spain that are supervised under the same regime as Bankia were subject to

home country supervision on a consolidated basis.10 Bankia is supervised by the Bank of

Spain on substantially the same terms and conditions as BFA, Caja Madrid, Bancaja, and

those other banks. Based on all the facts of record, the Board has determined that Bankia

is subject to comprehensive supervision on a consolidated basis by its home country

supervisor.

5 12 CFR 211.23(a).
6 Subsequent to BFA’s creation, BFA and the savings banks agreed to transfer certain BFA assets and liabilities,

including the group’s banking business, to Bankia.
7 12 U.S.C. § 3105(d)(2); 12 CFR 211.24. In assessing this standard, the Board considers, among other indicia of

comprehensive, consolidated supervision, the extent to which the home country supervisors (i) ensure that the
bank has adequate procedures for monitoring and controlling its activities worldwide; (ii) obtain information
on the condition of the bank and its subsidiaries and offices through regular examination reports, audit
reports, or otherwise; (iii) obtain information on the dealings with and relationship between the bank and its
affiliates, both foreign and domestic; (iv) receive from the bank financial reports that are consolidated on a
worldwide basis or comparable information that permits analysis of the bank’s financial condition on a world-
wide consolidated basis; (v) evaluate prudential standards such as capital adequacy and risk asset exposure, on
a worldwide basis. No single factor is essential, and other elements may inform the Board’s determination.

8 12 U.S.C. § 3105(d)(3)–(4); 12 CFR 211.24(c)(2)–(3). The additional standards set forth in section 7 of the IBA
and Regulation K include the following considerations: whether the bank’s home country supervisor has con-
sented to the establishment of the office; the financial and managerial resources of the bank; whether the bank
has procedures to combat money laundering, whether there is a legal regime in place in the home country to
address money laundering, and whether the home country is participating in multilateral efforts to combat
money laundering; whether the appropriate supervisors in the home country may share information on the
bank’s operations with the Board; whether the bank and its U.S. affiliates are in compliance with U.S. law; the
needs of the community; the bank’s record of operation; in the case of a foreign bank that presents a risk to
the stability of the United States, whether the home country of the foreign bank has adopted, or is making
demonstrable progress toward adopting, an appropriate system of financial regulation for the financial system
of such home country to mitigate such risk.

9 See Caja de Ahorros de Valencia, Castellón y Alicante, Bancaja, supra; Caja de Ahorros y Monte de Piedad de
Madrid, 95 Federal Reserve Bulletin B23 (2009); Caja de Ahorros de Valencia, Castellón y Alicante, Bancaja, 84
Federal Reserve Bulletin 231 (1998).

10 See, e.g., Banco Popular Español S.A., 92 Federal Reserve Bulletin C130 (2006); Banco Bilbao Vizcaya Argen-
taria, S.A., 91 Federal Reserve Bulletin 258 (2005); Banco Pastor, S.A., 87 Federal Reserve Bulletin 555 (2001).
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The additional standards set forth in section 7 of the IBA and Regulation K have also been

taken into account.11 The Bank of Spain has no objection to the establishment of the pro-

posed branch.

With respect to the financial and managerial resources of Bankia, taking into consideration

the bank’s record of operations in its home country, its overall financial resources, and its

standing with home country supervisors, financial and managerial factors are consistent

with approval of the proposed branch. Spain has adopted risk-based capital standards that

are consistent with those established by the Basel Capital Accord (“Accord”). Bankia’s

capital is in excess of the minimum levels that would be required by the Accord and is con-

sidered equivalent to capital that would be required of a U.S. banking organization for a

similar proposal. Managerial and other financial resources of Bankia are also consistent

with approval, and Bankia appears to have the experience and capacity to support the pro-

posed branch. In addition, Bankia has established controls and procedures for the pro-

posed branch to ensure compliance with U.S. law.

Spain has enacted laws and regulations to deter money laundering that are consistent with

the Financial Action Task Force recommendations. Money laundering is a criminal offense

in Spain, and financial institutions are required to establish internal policies, procedures,

and systems for the detection and prevention of money laundering throughout their world-

wide operations. Bankia has policies and procedures to comply with these laws and regula-

tions, and its compliance with applicable laws and regulations is monitored by governmen-

tal entities responsible for anti-money-laundering compliance.

With respect to access to information about Bankia’s operations, the restrictions on disclo-

sure in relevant jurisdictions in which Bankia operates have been reviewed and relevant

government authorities have been contacted regarding access to information. Bankia has

committed to make available to the Board such information on the operations of Bankia

and any of its affiliates that the Board deems necessary to determine and enforce compli-

ance with the IBA, the Bank Holding Company Act, and other applicable federal law.

To the extent that the provision of such information to the Board may be prohibited by law

or otherwise, Bankia has committed to cooperate with the Board to obtain any necessary

consents or waivers that might be required from third parties for disclosure of such infor-

mation. In light of these commitments and other facts of record, and subject to the condi-

tion described below, it has been determined that Bankia has provided adequate assurances

of access to any necessary information that the Board may request.

Section 173 of the Dodd-Frank Act amended the IBA to provide that the Board may con-

sider, for a foreign bank that presents a risk to the stability of the United States financial

system, whether the home country of the foreign bank has adopted, or is making demon-

strable progress toward adopting, an appropriate system of financial regulation for the

financial system of such home country to mitigate such risk.12 Spain has made progress

toward adopting a system of financial regulation for its financial system to mitigate the risk

to financial stability from its banks. The Bank of Spain and the Spanish government have

taken a number of measures to strengthen the overall financial supervisory regime. These

measures include supporting the integration of Spanish savings banks into financial

groups, adopting legislative measures that increase minimum capital requirements for

Spanish financial institutions, and requiring financial institutions to implement their

recapitalization plans. The Bank of Spain also established a Financial Stability Department

to monitor and analyze financial stability risks and issues in the Spanish and global finan-

11 See, supra, note 8.
12 12 U.S.C. § 3105(d)(3)(E).
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cial systems and produces an annual Financial Stability Report that includes an assessment

of the key macroeconomic and financial market risks in Spain. In addition, Spanish

authorities have been actively involved in advancing international financial stability discus-

sions in various fora, including the Organisation for Economic Co-operation and Develop-

ment, the International Monetary Fund, the Basel Committee on Banking Supervision,

and the Financial Stability Board. More recently, Spain actively participated in the G-20

meeting of finance ministers and central bank governors where agreement was reached on

a set of guidelines that measure potentially destabilizing imbalances in the global economy

as a first step toward making the world less prone to financial crisis.

On the basis of all the facts of record, and subject to the commitments made by Bankia

and its parent companies, as well as the terms and conditions set forth in this order,

Bankia’s application to establish a branch in Miami is hereby approved by the Director of

the Division of Banking Supervision and Regulation, with the concurrence of the General

Counsel, pursuant to authority delegated by the Board.13 Should any restrictions on access

to information on the operations or activities of Bankia and its affiliates subsequently

interfere with the Board’s ability to obtain information to determine and enforce compli-

ance by Bankia’s or its affiliates with applicable federal statutes, the Board may require ter-

mination of any of Bankia or its affiliates’ direct or indirect activities in the United States.

Approval of this application also is specifically conditioned on compliance by Bankia with

the commitments made in connection with this application and with the conditions in this

order.14 The commitments and conditions referred to above are conditions imposed in writ-

ing by the Board in connection with this decision and may be enforced in proceedings

under 12 U.S.C. § 1818 against Bankia and its affiliates.

By order, approved pursuant to authority delegated by the Board, effective December 16,

2011.

Robert deV. Frierson

Deputy Secretary of the Board

13 12 CFR 265.7(d)(12).
14 The Board’s authority to approve the establishment of the proposed branch parallels the continuing authority

of the State of Florida to license branches of a foreign bank. The Board’s approval of this application does not
supplant the authority of the State of Florida or its agent, the Office of Financial Regulation (“OFR”), to
license the proposed branch of Bankia in accordance with any terms or conditions that the OFR may impose.
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