Federal Reserve System

(i) Operates a branch, agency, or
commercial lending company sub-
sidiary in the United States;

(ii) Controls a bank in the United
States; or

(iii) Controls an Edge corporation ac-
quired after March 5, 1987; and

(2) Any company of which the foreign
bank is a subsidiary.

(p) Home country, with respect to a
foreign bank, means the country in
which the foreign bank is chartered or
incorporated.

(q) Home country supervisor, with re-
spect to a foreign bank, means the gov-
ernmental entity or entities in the for-
eign bank’s home country with respon-
sibility for the supervision and regula-
tion of the foreign bank.

(r) Licensing authority means:

(1) The relevant state supervisor,
with respect to an application to estab-
lish a state branch, state agency, com-
mercial lending company, or represent-
ative office of a foreign bank; or

(2) The Comptroller, with respect to
an application to establish a federal
branch or federal agency.

(s) Limited branch means a branch of
a foreign bank that receives only such
deposits as would be permitted for a
corporation organized under section
26A of the Federal Reserve Act (12
U.S.C. 611-631).

(t) Office or office of a foreign bank
means any branch, agency, representa-
tive office, or commercial lending com-
pany subsidiary of a foreign bank in
the United States.

(u) A parent of a foreign bank means
a company of which the foreign bank is
a subsidiary. An immediate parent of a
foreign bank is a company of which the
foreign bank is a direct subsidiary. An
ultimate parent of a foreign bank is a
parent of the foreign bank that is not
the subsidiary of any other company.

(v)  Regional administrative office
means a representative office that:

(1) Is established by a foreign bank
that operates two or more branches,
agencies, commercial lending compa-
nies, or banks in the United States;

(2) Is located in the same city as one
or more of the foreign bank’s branches,
agencies, commercial lending compa-
nies, or banks in the United States;

(3) Manages, supervises, or coordi-
nates the operations of the foreign
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bank or its affiliates, if any, in a par-
ticular geographic area that includes
the United States or a region thereof,
including by exercising credit approval
authority in that area pursuant to
written standards, credit policies, and
procedures established by the foreign
bank; and

(4) Does not solicit business from ac-
tual or potential customers of the for-
eign bank or its affiliates.

(w) Relevant state supervisor means
the state entity that is authorized to
supervise and regulate a state branch,
state agency, commercial lending com-
pany, or representative office.

(X) Representative office means any of-
fice of a foreign bank which is located
in any state and is not a Federal
branch, Federal agency, State branch,
State agency, or commercial lending
company subsidiary.

(y) State means any state of the
United States or the District of Colum-
bia.

(z) Subsidiary means any organization
that:

(1) Has 25 percent or more of its vot-
ing shares directly or indirectly owned,
controlled, or held with the power to
vote by a company, including a foreign
bank or foreign banking organization;
or

(2) Is otherwise controlled, or capable
of being controlled, by a foreign bank
or foreign banking organization.

§211.22 Interstate banking operations
of foreign banking organizations.

(a) Determination of home state. (1) A
foreign bank that, as of December 10,
1997, had declared a home state or had
a home state determined pursuant to
the law and regulations in effect prior
to that date shall have that state as its
home state.

(2) A foreign bank that has any
branches, agencies, commercial lending
company subsidiaries, or subsidiary
banks in one state, and has no such of-
fices or subsidiaries in any other
states, shall have as its home state the
state in which such offices or subsidi-
aries are located.

(b) Change of home state—(1) Prior no-
tice. A foreign bank may change its
home state once, if it files 30 days’
prior notice of the proposed change
with the Board.
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(2) Application to change home state. (i)
A foreign bank, in addition to changing
its home state by filing prior notice
under paragraph (b)(1) of this section,
may apply to the Board to change its
home state, upon showing that a na-
tional bank or state-chartered bank
with the same home state as the for-
eign bank would be permitted to
change its home state to the new home
state proposed by the foreign bank.

(ii) A foreign bank may apply to the
Board for such permission one or more
times.

(iii) In determining whether to grant
the request of a foreign bank to change
its home state, the Board shall con-
sider whether the proposed change is
consistent with competitive equity be-
tween foreign and domestic banks.

(3) Effect of change in home state. The
home state of a foreign bank and any
change in its home state by a foreign
bank shall not affect which Federal Re-
serve Bank or Reserve Banks supervise
the operations of the foreign bank, and
shall not affect the obligation of the
foreign bank to file required reports
and applications with the appropriate
Federal Reserve Bank.

(4) Conforming branches to new home
state. Upon any change in home state
by a foreign bank under paragraph
(b)(1) or (b)(2) of this section, the do-
mestic branches of the foreign bank es-
tablished in reliance on any previous
home state of the foreign bank shall be
conformed to those which a foreign
bank with the new home state could
permissibly establish or operate as of
the date of such change.

(c) Prohibition against interstate de-
posit production offices. A covered inter-
state branch of a foreign bank may not
be used as a deposit production office
in accordance with the provisions in
§208.7 of Regulation H (12 CFR 208.7).

§211.23 Nonbanking activities of for-
eign banking organizations.

(a) Qualifying foreign banking organi-
zations. Unless specifically made eligi-
ble for the exemptions by the Board, a
foreign banking organization shall
qualify for the exemptions afforded by
this section only if, disregarding its
United States banking, more than half
of its worldwide business is banking;
and more than half of its banking busi-

12 CFR Ch. Il (1-1-03 Edition)

ness is outside the United States.l0 In
order to qualify, a foreign banking or-
ganization shall:

(1) Meet at least two of the following
requirements:

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

(i1) Revenues derived from the busi-
ness of banking outside the United
States exceed total revenues derived
from its worldwide nonbanking busi-
ness; or

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

(2) Meet at least two of the following
requirements:

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

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

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

(b) Determining assets, revenues, and
net income. (1)(i) For purposes of para-
graph (a) of this section, the total as-
sets, revenues, and net income of an or-
ganization may be determined on a
consolidated or combined basis.

(ii) The foreign banking organization
shall include assets, revenues, and net
income of companies in which it owns
50 percent or more of the voting shares
when determining total assets, reve-
nues, and net income.

(iii) The foreign banking organiza-
tion may include assets, revenues, and
net income of companies in which it
owns 25 percent or more of the voting

10None of the assets, revenues, or net in-

come, whether held or derived directly or in-
directly, of a subsidiary bank, branch, agen-
cy, commercial lending company, or other
company engaged in the business of banking
in the United States (including any territory
of the United States, Puerto Rico, Guam,
American Samoa, or the Virgin Islands) shall
be considered held or derived from the busi-
ness of banking ‘‘outside the United States”.

368



