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or capable of being controlled, by the
investor or an affiliate of the investor
under any authority. Among other cir-
cumstances, an investor is considered
to control an organization if:

(1) The investor or an affiliate is a
general partner of the organization; or

(2) The investor and its affiliates di-
rectly or indirectly own or control
more than 50 percent of the equity of
the organization.

(x) Tier 1 capital has the same mean-
ing as provided under the Capital Ade-
quacy Guidelines.

(y) Well capitalized means:

(1) In relation to a parent member or
insured bank, that the standards set
out in §208.43(b)(1) of Regulation H (12
CFR 208.43(b)(1)) are satisfied;

(2) In relation to a bank holding com-
pany, that the standards set out in
§225.2(r)(1) of Regulation Y (12 CFR
225.2(r)(1)) are satisfied; and

(3) In relation to an Edge or agree-
ment corporation, that it has tier 1 and
total risk-based capital ratios of 6.0
and 10.0 percent, respectively, or great-
er.

(z) Well managed means that the Edge
or agreement corporation, any parent
insured bank, and the bank holding
company received a composite rating
of 1 or 2, and at least a satisfactory rat-
ing for management if such a rating is
given, at their most recent examina-
tion or review.

§211.3 Foreign branches of U.S. bank-
ing organizations.

(a) General—(1) Definition of banking
organization. For purposes of this sec-
tion, a banking organization is defined
as a member bank and its affiliates.

(2) A banking organization is consid-
ered to be operating a branch in a for-
eign country if it has an affiliate that
is a member bank, Edge or agreement
corporation, or foreign bank that oper-
ates an office (other than a representa-
tive office) in that country.

(3) For purposes of this subpart, a
foreign office of an operating sub-
sidiary of a member bank shall be
treated as a foreign branch of the mem-
ber bank and may engage only in ac-
tivities permissible for a branch of a
member bank.

(4) At any time upon notice, the
Board may modify or suspend branch-
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ing authority conferred by this section
with respect to any banking organiza-
tion.

(b) (1) Establishment of foreign
branches. (i) Foreign branches may be
established by any member bank hav-
ing capital and surplus of $1,000,000 or
more, an Edge corporation, an agree-
ment corporation, any subsidiary the
shares of which are held directly by the
member bank, or any other subsidiary
held pursuant to this subpart.

(if) The Board grants its general con-
sent under section 25 of the FRA (12
U.S.C. 601-604a) for a member bank to
establish a branch in the Common-
wealth of Puerto Rico and the overseas
territories, dependencies, and insular
possessions of the United States.

(2) Prior notice. Unless otherwise pro-
vided in this section, the establishment
of a foreign branch requires 30 days’
prior written notice to the Board.

(3) Branching into additional foreign
countries. After giving the Board 12
business days prior written notice, a
banking organization that operates
branches in two or more foreign coun-
tries may establish a branch in an ad-
ditional foreign country.

(4) Additional branches within a foreign
country. No prior notice is required to
establish additional branches in any
foreign country where the banking or-
ganization operates one or more
branches.

(5) Branching by nonbanking affiliates.
No prior notice is required for a non-
banking affiliate of a banking organi-
zation (i.e., an organization that is not
a member bank, an Edge or agreement
corporation, or foreign bank) to estab-
lish branches within a foreign country
or in additional foreign countries.

(6) Expiration of branching authority.
Authority to establish branches, when
granted following prior written notice
to the Board, shall expire one year
from the earliest date on which the au-
thority could have been exercised, un-
less extended by the Board.

(c) Reporting. Any banking organiza-
tion that opens, closes, or relocates a
branch shall report such change in a
manner prescribed by the Board.
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(d) Reserves of foreign branches of mem-
ber banks. Member banks shall main-
tain reserves against foreign branch de-
posits when required by Regulation D
(12 CFR part 204).

(e) Conditional approval; access to in-
formation. The Board may impose such
conditions on authority granted by it
under this section as it deems nec-
essary, and may require termination of
any activities conducted under author-
ity of this section if a member bank is
unable to provide information on its
activities or those of its affiliates that
the Board deems necessary to deter-
mine and enforce compliance with U.S.
banking laws.

8§211.4 Permissible activities and in-
vestments of foreign branches of
member banks.

(a) Permissible activities and invest-
ments. In addition to its general bank-
ing powers, and to the extent con-
sistent with its charter, a foreign
branch of a member bank may engage
in the following activities and make
the following investments, so far as is
usual in connection with the business
of banking in the country where it
transacts business:

(1) Guarantees. Guarantee debts, or
otherwise agree to make payments on
the occurrence of readily ascertainable
events (including, but not limited to,
nonpayment of taxes, rentals, customs
duties, or costs of transport, and loss
or nonconformance of shipping docu-
ments) if the guarantee or agreement
specifies a maximum monetary liabil-
ity; however, except to the extent that
the member bank is fully secured, it
may not have liabilities outstanding
for any person on account of such guar-
antees or agreements which, when ag-
gregated with other unsecured obliga-
tions of the same person, exceed the
limit contained in section 5200(a)(1) of
the Revised Statutes (12 U.S.C. 84) for
loans and extensions of credit;

(2) Government obligations. (i) Under-
write, distribute, buy, sell, and hold ob-
ligations of:

(A) The national government of the
country where the branch is located
and any political subdivision of that
country;

(B) An agency or instrumentality of
the national government of the coun-
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try where the branch is located where
such obligations are supported by the
taxing authority, guarantee, or full
faith and credit of that government;

(C) The national government or polit-
ical subdivision of any country, where
such obligations are rated investment
grade; and

(D) An agency or instrumentality of
any national government where such
obligations are rated investment grade
and are supported by the taxing au-
thority, guarantee or full faith and
credit of that government.

(ii) No member bank, under author-
ity of this paragraph (a)(2), may hold,
or be under commitment with respect
to, such obligations for its own account
in relation to any one country in an
amount exceeding the greater of:

(A) 10 percent of its tier 1 capital; or

(B) 10 percent of the total deposits of
the bank’s branches in that country on
the preceding year-end call report date
(or the date of acquisition of the
branch, in the case of a branch that has
not been so reported);

(3) Other investments. (i) Invest in:

(A) The securities of the central
bank, clearinghouses, governmental
entities other than those authorized
under paragraph (a)(2) of this section,
and government-sponsored develop-
ment banks of the country where the
foreign branch is located;

(B) Other debt securities eligible to
meet local reserve or similar require-
ments; and

(C) Shares of automated electronic-
payments networks, professional soci-
eties, schools, and the like necessary to
the business of the branch;

(i) The total investments of a bank’s
branches in a country under this para-
graph (a)(3) (exclusive of securities
held as required by the law of that
country or as authorized under section
5136 of the Revised Statutes (12 U.S.C.
24, Seventh)) may not exceed 1 percent
of the total deposits of the bank’s
branches in that country on the pre-
ceding year-end call report date (or on
the date of acquisition of the branch,
in the case of a branch that has not
been so reported);

(4) Real estate loans. Take liens or
other encumbrances on foreign real es-
tate in connection with its extensions
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