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Gramm-Leach-Bliley Act Privacy

SEC. 509. <<NOTE: 15 USC 6809.>> DEFINITIONS.

    As used in this subtitle:

            (1) Federal banking agency.--The term ``Federal banking 

        agency'' has the same meaning as given in section 3 of the 

        Federal Deposit Insurance Act.

            (2) Federal functional regulator.--The term ``Federal 

        functional regulator'' means--

                    (A) the Board of Governors of the Federal Reserve 

                System;

                    (B) the Office of the Comptroller of the Currency;

                    (C) the Board of Directors of the Federal Deposit 

                Insurance Corporation;

                    (D) the Director of the Office of Thrift 

                Supervision;

                    (E) the National Credit Union Administration Board; 

                and

                    (F) the Securities and Exchange Commission.

            (3) Financial institution.--

                    (A) In general.--The term ``financial institution'' 

                means any institution the business of which is engaging 

                in financial activities as described in section 4(k) of 

                the Bank Holding Company Act of 1956.

                    (B) Persons subject to cftc regulation.--

                Notwithstanding subparagraph (A), the term ``financial 

                institution'' does not include any person or entity with 

                respect to any financial activity that is subject to the 

                jurisdiction of the Commodity Futures Trading Commission 

                under the Commodity Exchange Act.

                    (C) Farm credit institutions.--Notwithstanding 

                subparagraph (A), the term ``financial institution'' 

                does not include the Federal Agricultural Mortgage 

                Corporation or any entity chartered and operating under 

                the Farm Credit Act of 1971.

                    (D) Other secondary market institutions.--

                Notwithstanding subparagraph (A), the term ``financial 

                institution'' does not include institutions chartered by 

                Congress specifically to engage in transactions 

                described in section 502(e)(1)(C), as long as such 

                institutions do not sell or
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                transfer nonpublic personal information to a 

                nonaffiliated third party.

            (4) Nonpublic personal information.--

                    (A) The term ``nonpublic personal information'' 

                means personally identifiable financial information--

                          (i) provided by a consumer to a financial 

                      institution;

                          (ii) resulting from any transaction with the 

                      consumer or any service performed for the 

                      consumer; or

                          (iii) otherwise obtained by the financial 

                      institution.

                    (B) Such term does not include publicly available 

                information, as such term is defined by the regulations 

                prescribed under section 504.

                    (C) Notwithstanding subparagraph (B), such term--

                          (i) shall include any list, description, or 

                      other grouping of consumers (and publicly 

                      available information pertaining to them) that is 

                      derived using any nonpublic personal information 

                      other than publicly available information; but

                          (ii) shall not include any list, description, 

                      or other grouping of consumers (and publicly 

                      available information pertaining to them) that is 

                      derived without using any nonpublic personal 

                      information.

            (5) Nonaffiliated third party.--The term ``nonaffiliated 

        third party'' means any entity that is not an affiliate of, or 

        related by common ownership or affiliated by corporate control 

        with, the financial institution, but does not include a joint 

        employee of such institution.

            (6) Affiliate.--The term ``affiliate'' means any company 

        that controls, is controlled by, or is under common control with 

        another company.

            (7) Necessary to effect, administer, or enforce.--The term 

        ``as necessary to effect, administer, or enforce the 

        transaction'' means--

                    (A) the disclosure is required, or is a usual, 

                appropriate, or acceptable method, to carry out the 

                transaction or the product or service business of which 

                the transaction is a part, and record or service or 

                maintain the consumer's account in the ordinary course 

                of providing the financial service or financial product, 

                or to administer or service benefits or claims relating 

                to the transaction or the product or service business of 

                which it is a part, and includes--

                          (i) providing the consumer or the consumer's 

                      agent or broker with a confirmation, statement, or 

                      other record of the transaction, or information on 

                      the status or value of the financial service or 

                      financial product; and

                          (ii) the accrual or recognition of incentives 

                      or bonuses associated with the transaction that 

                      are provided by the financial institution or any 

                      other party;

                    (B) the disclosure is required, or is one of the 

                lawful or appropriate methods, to enforce the rights of 

                the financial institution or of other persons engaged in 

                carrying out the financial transaction, or providing the 

                product or service;

                    (C) the disclosure is required, or is a usual, 

                appropriate, or acceptable method, for insurance 

                underwriting at the
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                consumer's request or for reinsurance purposes, or for 

                any of the following purposes as they relate to a 

                consumer's insurance: Account administration, reporting, 

                investigating, or preventing fraud or material 

                misrepresentation, processing premium payments, 

                processing insurance claims, administering insurance 

                benefits (including utilization review activities), 

                participating in research projects, or as otherwise 

                required or specifically permitted by Federal or State 

                law; or

                    (D) the disclosure is required, or is a usual, 

                appropriate or acceptable method, in connection with--

                          (i) the authorization, settlement, billing, 

                      processing, clearing, transferring, reconciling, 

                      or collection of amounts charged, debited, or 

                      otherwise paid using a debit, credit or other 

                      payment card, check, or account number, or by 

                      other payment means;

                          (ii) the transfer of receivables, accounts or 

                      interests therein; or

                          (iii) the audit of debit, credit or other 

                      payment information.

            (8) State insurance authority.--The term ``State insurance 

        authority'' means, in the case of any person engaged in 

        providing insurance, the State insurance authority of the State 

        in which the person is domiciled.

            (9) Consumer.--The term ``consumer'' means an individual who 

        obtains, from a financial institution, financial products or 

        services which are to be used primarily for personal, family, or 

        household purposes, and also means the legal representative of 

        such an individual.

            (10) Joint agreement.--The term ``joint agreement'' means a 

        formal written contract pursuant to which two or more financial 

        institutions jointly offer, endorse, or sponsor a financial 

        product or service, and as may be further defined in the 

        regulations prescribed under section 504.

            (11) Customer <<NOTE: Regulations.>> relationship.--The term 

        ``time of establishing a customer relationship'' shall be 

        defined by the regulations prescribed under section 504, and 

        shall, in the case of a financial institution engaged in 

        extending credit directly to consumers to finance purchases of 

        goods or services, mean the time of establishing the credit 

        relationship with the consumer.

SEC. 510. <<NOTE: 15 USC 6801 note.>> EFFECTIVE DATE.

    This subtitle shall take effect 6 months after the date on which 

rules are required to be prescribed under section 504(a)(3), except--

            (1) to the extent that a later date is specified in the 

        rules prescribed under section 504; and

            (2) that sections 504 and 506 shall be effective upon 

        enactment.

From FTC Gramm-Leach-Bliley Act Rule

(k)(1) Financial institution means any institution the business of 

which is engaging in financial activities as described in section 4(k) 

of the Bank Holding Company Act of 1956 (12 U.S.C. 1843(k)). An 

institution that is significantly engaged in financial activities is a 

financial institution.

    (2) Examples of financial institution. (i) A retailer that extends 

credit by issuing its own credit card directly to consumers is a 

financial institution because extending credit is a financial activity 

listed in 12 CFR 225.28(b)(1) and referenced in section 4(k)(4)(F) of 

the Bank Holding Company Act and issuing that extension of credit 

through a proprietary credit card demonstrates that a retailer is 

significantly engaged in extending credit.

    (ii) A personal property or real estate appraiser is a financial 

institution because real and personal property appraisal is a financial 

activity listed in 12 CFR 225.28(b)(2)(i) and referenced in section 

4(k)(4)(F) of the Bank Holding Company Act.

    (iii) An automobile dealership that, as a usual part of its 

business, leases automobiles on a nonoperating basis for longer than 90 

days is a financial institution with respect to its leasing business 

because leasing personal property on a nonoperating basis where the 

initial term of the lease is at least 90 days is a financial activity 

listed in 12 CFR 225.28(b)(3) and referenced in section 4(k)(4)(F) of 

the Bank Holding Company Act.

    (iv) A career counselor that specializes in providing career 

counseling services to individuals currently employed by or recently 

displaced from a financial organization, individuals who are seeking 

employment with a financial organization, or individuals who are 

currently employed by or seeking placement with the finance, accounting 

or audit departments of any company is a financial institution because 

such career counseling activities are financial activities listed in 12 

CFR 225.28(b)(9)(iii) and referenced in section 4(k)(4)(F) of the Bank 

Holding Company Act.

    (v) A business that prints and sells checks for consumers, either 

as its sole business or as one of its product lines,
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is a financial institution because printing and selling checks is a 

financial activity that is listed in 12 CFR 225.28(b)(10)(ii) and 

referenced in section 4(k)(4)(F) of the Bank Holding Company Act.

    (vi) A business that regularly wires money to and from consumers is 

a financial institution because transferring money is a financial 

activity referenced in section 4(k)(4)(A) of the Bank Holding Company 

Act and regularly providing that service demonstrates that the business 

is significantly engaged in that activity.

    (vii) A check cashing business is a financial institution because 

cashing a check is exchanging money, which is a financial activity 

listed in section 4(k)(4)(A) of the Bank Holding Company Act.

    (viii) An accountant or other tax preparation service that is in 

the business of completing income tax returns is a financial 

institution because tax preparation services is a financial activity 

listed in 12 CFR 225.28(b)(6)(vi) and referenced in section 4(k)(4)(G) 

of the Bank Holding Company Act.

    (ix) A business that operates a travel agency in connection with 

financial services is a financial institution because operating a 

travel agency in connection with financial services is a financial 

activity listed in 12 CFR 211.5(d)(15) and referenced in section 

4(k)(4)(G) of the Bank Holding Company Act.

    (x) An entity that provides real estate settlement services is a 

financial institution because providing real estate settlement services 

is a financial activity listed in 12 CFR 225.28(b)(2)(viii) and 

referenced in section 4(k)(4)(F) of the Bank Holding Company Act.

    (xi) A mortgage broker is a financial institution because brokering 

loans is a financial activity listed in 12 CFR 225.28(b)(1) and 

referenced in section 4(k)(4)(F) of the Bank Holding Company Act.

    (xii) An investment advisory company and a credit counseling 

service are each financial institutions because providing financial and 

investment advisory services are financial activities referenced in 

section 4(k)(4)(C) of the Bank Holding Company Act.

    (3) Financial institution does not include:

    (i) Any person or entity with respect to any financial activity 

that is subject to the jurisdiction of the Commodity Futures Trading 

Commission under the Commodity Exchange Act (7 U.S.C. 1 et seq.);

    (ii) The Federal Agricultural Mortgage Corporation or any entity 

chartered and operating under the Farm Credit Act of 1971 (12 U.S.C. 

2001 et seq.); or

    (iii) Institutions chartered by Congress specifically to engage in 

securitizations, secondary market sales (including sales of servicing 

rights) or similar transactions related to a transaction of a consumer, 

as long as such institutions do not sell or transfer nonpublic personal 

information to a nonaffiliated third party other than as permitted by 

Secs. 313.14 and 313.15 of this part.

    (iv) Entities that engage in financial activities but that are not 

significantly engaged in those financial activities.

    (4) Examples of entities that are not significantly engaged in 

financial activities. (i) A retailer is not a financial institution if 

its only means of extending credit are occasional ``lay away'' and 

deferred payment plans or accepting payment by means of credit cards 

issued by others.

    (ii) A retailer is not a financial institution merely because it 

accepts payment in the form of cash, checks, or credit cards that it 

did not issue.

    (iii) A merchant is not a financial institution merely because it 

allows an individual to ``run a tab.''

    (iv) A grocery store is not a financial institution merely because 

it allows individuals to whom it sells groceries to cash a check, or 

write a check for a higher amount than the grocery purchase and obtain 

cash in return.

    (l)(1) Financial product or service means any product or service 

that a financial holding company could offer by engaging in a financial 

activity under section 4(k) of the Bank Holding Company Act of 1956 (12 

U.S.C. 1843(k)).

    (2) Financial service includes your evaluation or brokerage of 

information that you collect in connection with a request or an 

application from a consumer for a financial product or service.

From Section 4(k) of Bank Holding Act
(k)  ENGAGING IN ACTIVITIES THAT ARE FINANCIAL IN NATURE.-- 
    (1)  IN GENERAL.--Notwithstanding subsection (a), a financial holding company may engage in any activity, and may acquire and retain the shares of any company engaged in any activity, that the Board, in accordance with paragraph (2), determines (by regulation or order)-- 
      (A)  to be financial in nature or incidental to such financial activity; or 
      (B)  is complementary to a financial activity and does not pose a substantial risk to the safety or soundness of depository institutions or the financial system generally. 
    (2)  Coordination between the board and the secretary of the treasury.-- 
      (A)  PROPOSALS RAISED BEFORE THE BOARD.-- 
        (i)  CONSULTATION.--The Board shall notify the Secretary of the Treasury of, and consult with the Secretary of the Treasury concerning, any request, proposal, or application under this subsection for a determination of whether an activity is financial in nature or incidental to a financial activity. 
        (ii)  TREASURY VIEW.--The Board shall not determine that any activity is financial in nature or incidental to a financial activity under this subsection if the Secretary of the Treasury notifies the Board in writing, not later than 30 days after the date of receipt of the notice described in clause (i) (or such longer period as the Board determines to be appropriate under the circumstances) that the Secretary of the Treasury believes that the activity is not financial in nature or incidental to a financial activity or is not otherwise permissible under this section. 
{{12-30-99 p.6046.01}} 
      (B)  PROPOSALS RAISED BY THE TREASURY.-- 
        (i)  TREASURY RECOMMENDATION.--The Secretary of the Treasury may, at any time, recommend in writing that the Board find an activity to be financial in nature or incidental to a financial activity. 
        (ii)  TIME PERIOD FOR BOARD ACTION.--Not later than 30 days after the date of receipt of a written recommendation from the Secretary of the Treasury under clause (i) (or such longer period as the Secretary of the Treasury and the Board determine to be appropriate under the circumstances), the Board shall determine whether to initiate a public rulemaking proposing that the recommended activity be found to be financial in nature or incidental to a financial activity under this subsection, and shall notify the Secretary of the Treasury in writing of the determination of the Board and, if the Board determines not to seek public comment on the proposal, the reasons for that determination. 
    (3)  FACTORS TO BE CONSIDERED.--In determining whether an activity is financial in nature or incidental to a financial activity, the Board shall take into account-- 
      (A)  the purposes of this Act and the Gramm-Leach-Bliley Act; 
      (B)  changes or reasonably expected changes in the marketplace in which financial holding companies compete; 
      (C)  changes or reasonably expected changes in the technology for delivering financial services; and 
      (D)  whether such activity is necessary or appropriate to allow a financial holding company and the affiliates of a financial holding company to-- 
        (i)  compete effectively with any company seeking to provide financial services in the United States; 
        (ii)  efficiently deliver information and services that are financial in nature through the use of technological means, including any application necessary to protect the security or efficacy of systems for the transmission of data or financial transactions; and 
        (iii)  offer customers any available or emerging technological means for using financial services or for the document imaging of data. 
    (4)  ACTIVITIES THAT ARE FINANCIAL IN NATURE.--For purposes of this subsection, the following activities shall be considered to be financial in nature: 
      (A)  Lending, exchanging, transferring, investing for others, or safeguarding money or securities. 
      (B)  Insuring, guaranteeing, or indemnifying against loss, harm, damage, illness, disability, or death, or providing and issuing annuities, and acting as principal, agent, or broker for purposes of the foregoing, in any State. 
      (C)  Providing financial, investment, or economic advisory services, including advising an investment company (as defined in section 3 of the Investment Company Act of 1940). 
      (D)  Issuing or selling instruments representing interests in pools of assets permissible for a bank to hold directly. 
      (E)  Underwriting, dealing in, or making a market in securities. 
      (F)  Engaging in any activity that the Board has determined, by order or regulation that is in effect on the date of the enactment of the Gramm-Leach-Bliley Act, to be so closely related to banking or managing or controlling banks as to be a proper incident thereto (subject to the same terms and conditions contained in such order or regulation, unless modified by the Board). 
      (G)  Engaging, in the United States, in any activity that-- 
        (i)  a bank holding company may engage in outside of the United States; and 
        (ii)  the Board has determined, under regulations prescribed or interpretations issued pursuant to subsection (c)(13) (as in effect on the day before the date of the enactment of the Gramm-Leach-Bliley Act) to be usual in connection with the transaction of banking or other financial operations abroad. 
      (H)  Directly, or indirectly acquiring or controlling, whether as principal, on behalf of 1 or more entities (including entities, other than a depository institution or subsidiary of a depository institution, that the bank holding company controls), or otherwise, shares, 
{{12-30-99 p.6046.02}}assets, or ownership interests (include debt or equity securities, partnership interests, trust certificates, or other instruments representing ownership) of a company or other entity, whether or not constituting control of such company or entity, engaged in any activity not authorized pursuant to this section if-- 
        (i)  the shares, assets, or ownership interests are not acquired or held by a depository institution or subsidiary of a depository institution; 
        (ii)  such shares, assets, or ownership interests are acquired and held by-- 
          (I)  a securities affiliate or an affiliate thereof; or 
          (II)  an affiliate of an insurance company described in subparagraph (I)(ii) that provides investment advice to an insurance company and is registered pursuant to the Investment Advisers Act of 1940, or an affiliate of such investment adviser; 
as part of a bona fide underwriting or merchant or investment banking activity, including investment activities engaged in for the purpose of appreciation and ultimate resale or disposition of the investment; 
        (iii)  such shares, assets, or ownership interests are held for a period of time to enable the sale or disposition thereof on a reasonable basis consistent with the financial viability of the activities described in clause (ii); and 
        (iv)  during the period such shares, assets, or ownership interests are held, the bank holding company does not routinely manage or operate such company or entity except as may be necessary or required to obtain a reasonable return on investment upon resale or disposition. 
      (I)  Directly or indirectly acquiring or controlling, whether as principal, on behalf of 1 or more entities (including entities, other than a depository institution or subsidiary of a depository institution, that the bank holding company controls) or otherwise, shares, assets, or ownership interests (including debt or equity securities, partnership interests, trust certificates or other instruments representing ownership) of a company or other entity, whether or not constituting control of such company or entity, engaged in any activity not authorized pursuant to this section if-- 
        (i)  the shares, assets, or ownership interests are not acquired or held by a depository institution or a subsidiary of a depository institution; 
        (ii)  such shares, assets, or ownership interests are acquired and held by an insurance company that is predominantly engaged in underwriting life, accident and health, or property and casualty insurance (other than credit-related insurance) or providing and issuing annuities; 
        (iii)  such shares, assets, or ownership interests represent an investment made in the ordinary course of business of such insurance company in accordance with relevant State law governing such investments; and 
        (iv)  during the period such shares, assets, or ownership interests are held, the bank holding company does not routinely manage or operate such company except as may be necessary or required to obtain a reasonable return on investment. 
    (5)  ACTIONS REQUIRED.-- 
      (A)  IN GENERAL.--The Board shall, by regulation or order, define, consistent with the purposes of this Act, the activities described in subparagraph (B) as financial in nature, and the extent to which such activities are financial in nature or incidental to a financial activity. 
      (B)  ACTIVITIES.--The activities described in this subparagraph are as follows: 
        (i)  Lending, exchanging, transferring, investing for others, or safeguarding financial assets other than money or securities. 
        (ii)  Providing any device or other instrumentality for transferring money or other financial assets. 
        (iii)  Arranging, effecting, or facilitating financial transactions for the account of third parties. 
    (6)  REQUIRED NOTIFICATION.-- 
      (A)  IN GENERAL.--A financial holding company that acquires any company or commences any activity pursuant to this subsection shall provide written notice to the 
{{12-30-99 p.6046.03}}Board describing the activity commenced or conducted by the company acquired not later than 30 calendar days after commencing the activity or consummating the acquisition, as the case may be. 
      (B)  Approval not required for certain financial activities.--Except as provided in subsection (j) with regard to the acquisition of a savings association, a financial holding company may commence any activity, or acquire any company, pursuant to paragraph (4) or any regulation prescribed or order issued under paragraph (5), without prior approval of the Board. 
    (7)  MERCHANT BANKING ACTIVITIES.-- 
      (A)  JOINT REGULATIONS.--The Board and the Secretary of the Treasury may issue such regulations implementing paragraph (4)(H), including limitations on transactions between depository institutions and companies controlled pursuant to such paragraph, as the Board and the Secretary jointly deem appropriate to assure compliance with the purposes and prevent evasions of this Act and the Gramm-Leach-Bliley Act and to protect depository institutions. 
      (B)  Sunset of restrictions on merchant banking activities of financial subsidiaries.--The restrictions contained in paragraph (4)(H) on the ownership and control of shares, assets, or ownership interests by or on behalf of a subsidiary of a depository institution shall not apply to a financial subsidiary (as defined in section 5136A of the Revised Statutes of the United States) of a bank, if the Board and the Secretary of the Treasury jointly authorize financial subsidiaries of banks to engage in merchant banking activities pursuant to section 122 of the Gramm-Leach-Bliley Act. 

[Codified to 12 U.S.C. 1843k]

[Source: Section 4k of the Act of May 9, 1956 (Pub. L. No. 511), as added by section 103(a) of title I of the Act of November 12, 1999 (Pub. L. No. 106--102; 113 Stat. 1342), effective March 12, 2000] 
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                       TITLE 12--BANKS AND BANKING

                   CHAPTER II--FEDERAL RESERVE SYSTEM

PART 216--PRIVACY OF CONSUMER FINANCIAL INFORMATION (REGULATION P)--Table of Contents

Sec. 216.3  Definitions.

(k)(1) Financial institution means any institution the business of 

which is engaging in activities that are financial in nature or 

incidental to such financial activities as described in section 4(k) of 

the Bank Holding Company Act of 1956 (12 U.S.C. 1843(k)).

    (2) Financial institution does not include:

    (i) Any person or entity with respect to any financial activity that 

is subject to the jurisdiction of the Commodity Futures Trading 

Commission under the Commodity Exchange Act (7 U.S.C. 1 et seq.);

    (ii) The Federal Agricultural Mortgage Corporation or any entity 

chartered and operating under the Farm Credit Act of 1971 (12 U.S.C. 

2001 et seq.); or

    (iii) Institutions chartered by Congress specifically to engage in 

securitizations, secondary market sales (including sales of servicing 

rights), or similar transactions related to a transaction of a consumer, 

as long as such institutions do not sell or transfer nonpublic personal 

information to a nonaffiliated third party.

    (l)(1) Financial product or service means any product or service 

that a financial holding company could offer by engaging in an activity 

that is financial in nature or incidental to such a financial activity 

under section 4(k) of the Bank Holding Company Act of 1956 (12 U.S.C. 

1843(k)).

    (2) Financial service includes your evaluation or brokerage of 

information that you collect in connection with a request or an 

application from a consumer for a financial product or service.
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