§347.110

§347.110 Affiliate holdings.

References in §§347.107, 347.108, and
347.109 to equity interests of foreign or-
ganizations held by an affiliate of a
bank include equity interests held in
connection with an underwriting or for
distribution or dealing by an affiliate
permitted to do so by §§362.8 or 362.18 of
this chapter or section 4(c)(8) of the
Bank Holding Company Act (12 U.S.C.
1843(c)(8)).

§347.111 Underwriting and dealing
limits applicable to foreign organi-
zations held by insured state non-
member banks.

A bank that holds an equity interest
in one or more foreign organizations
which underwrite, deal, or distribute
equity securities outside the United
States as authorized by §347.105(b)(14)
is subject to the following limitations:

(a) Underwriting commitment limits.
(1) The aggregate underwriting com-
mitments by the foreign organizations
for the equity securities of a single en-
tity, taken together with underwriting
commitments by any affiliate of the
bank under the authority of 12 CFR
211.10(b), may not exceed the lesser of
$60 million or 25 percent of the bank’s
Tier 1 capital, except as otherwise pro-
vided in this paragraph.

(2) Underwriting commitments in ex-
cess of this limit must be either:

(i) Covered by binding commitments
from subunderwriters or purchasers; or

(ii) Deducted from the capital of the
bank, with at least 50 percent of the de-
duction being taken from Tier 1 cap-
ital, with the bank remaining well cap-
italized after this deduction.

(b) Distribution and dealing limits.
The equity securities of any single en-
tity held for distribution or dealing by
the foreign organizations, taken to-
gether with equity securities held for
distribution or dealing by any affiliate
of the bank under the authority of 12
CFR 211.10:

(1) May not exceed the lesser of $30
million or 5 percent of the bank’s Tier
1 capital, subject to the following:

(i) Any equity securities acquired
pursuant to any underwriting commit-
ment extending up to 90 days after the
payment date for the underwriting
may be excluded from this limit;
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(ii) Any equity securities of the enti-
ty held under the authority of §§347.105
through 347.109 or 12 CFR 211.10 for pur-
poses other than distribution or deal-
ing must be included in this limit; and

(iii) Up to 75 percent of the position
in an equity security may be reduced
by netting long and short positions in
the same security, or offsetting cash
positions against derivative instru-
ments referenced to the same security
so long as the derivatives are part of a
prudent hedging strategy; and

(2) Must be included in calculating
the general consent limits under
§347.117(b)(3) if the bank relies on the
general consent provisions as authority
to acquire equity interests of the same
foreign entity for investment or trad-
ing.

(c) Additional distribution and deal-
ing limits. With the exception of eq-
uity securities acquired pursuant to
any underwriting commitment extend-
ing up to 90 days after the payment
date for the underwriting, equity secu-
rities of a single entity held for dis-
tribution or dealing by all affiliates of
the bank (this includes shares held in
connection with an underwriting or for
distribution or dealing by an affiliate
permitted to do so by §§362.8 or 362.18 of
this chapter or section 4(c)(8) of the
Bank Holding Company Act), combined
with any equity interests held for in-
vestment or trading purposes by all af-
filiates of the bank, must conform to
the limits of §§347.105 through 347.109.

(d) Combined limits. The aggregate
of the following may not exceed 25 per-
cent of the bank’s Tier 1 capital:

(1) All equity interests of foreign or-
ganizations held for investment or
trading under §347.109 or by an affiliate
of the bank under the corresponding
paragraph of 12 CFR 211.10.

(2) All underwriting commitments
under paragraph (a) of this section,
taken together with all underwriting
commitments by any affiliate of the
bank under the authority of 12 CFR
211.10, after excluding the amount of
any underwriting commitment:

(i) Covered by binding commitments
from subunderwriters or purchasers
under paragraph (a)(1) of this section
or the comparable provision of 12 CFR
211.10; or
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(ii) Already deducted from the bank’s
capital under paragraph (a)(2) of this
section, or the appropriate affiliate’s
capital under the comparable provi-
sions of 12 CFR 211.10; and

(3) All equity securities held for dis-
tribution or dealing under paragraph
(b) of this section, taken together with
all equity securities held for distribu-
tion or dealing by any affiliate of the
bank under the authority of 12 CFR
211.10, after reducing by up to 75 per-
cent the position in any equity secu-
rity by netting and offset, as permitted
by paragraph (b)(1)(iii) of this section
or the comparable provision of 12 CFR
211.10.

§347.112 Restrictions applicable to
foreign organizations that act as fu-
tures commission merchants.

(a) If a bank acquires or retains an
equity interest in a foreign organiza-
tion that acts as a futures commission
merchant pursuant to §347.105(b)(16),
the foreign organization may not be a
member of an exchange or clearing as-
sociation that requires members to
guarantee or otherwise contract to
cover losses suffered by other members
unless the:

(1) Foreign organization’s liability
does not exceed two percent of the
bank’s Tier 1 capital, or

(2) Bank has obtained the prior ap-
proval of the FDIC under §347.120(d).

(b) [Reserved]

§347.113 Restrictions applicable to ac-
tivities by a foreign organization in
the United States.

(a) A bank, acting under the author-
ity provided in this subpart, may not
directly or indirectly hold:

(1) Equity interests of any foreign or-
ganization that engages in the general
business of buying or selling goods,
wares, merchandise, or commodities in
the United States; or

(2) More than 5 percent of the equity
interests of any foreign organization
that engages in activities in the United
States unless any activities in which
the foreign organization engages in the
United States are incidental to its
international or foreign business.

(b) For purposes of this section:

(1) A foreign organization is not en-
gaged in any business or activities in

§347.115

the United States unless it maintains
an office in the United States other
than a representative office.

(2) The following activities are inci-
dental to international or foreign busi-
ness:

(i) Activities that are permissible for
an Edge corporation in the United
States under 12 CFR 211.6; or

(i1) Other activities approved by the
FDIC.

§347.114 Extensions of credit to for-
eign organizations held by insured
state nonmember banks; shares of
foreign organizations held in con-
nection with debts previously con-
tracted.

(a) Loans or extensions of credit. A
bank that directly or indirectly holds
equity interests in a foreign organiza-
tion pursuant to the authority of this
subpart may make loans or extensions
of credit to or for the accounts of the
organization without regard to the pro-
visions of section 18(j) of the FDI Act
(12 U.S.C. 1828(j)).

(b) Debts previously contracted. Eqg-
uity interests acquired to prevent a
loss upon a debt previously contracted
in good faith are not subject to the
limitations or procedures of this sub-
part; however, they must be disposed of
promptly but in no event later than
two years after their acquisition, un-
less the FDIC authorizes retention for
a longer period.

§347.115 Permissible activities for a
foreign branch of an insured state
nonmember bank.

In addition to its general banking
powers and if permitted by the law of
the state in which the bank is char-
tered, a foreign branch of a bank may
conduct the following activities to the
extent that they are consistent with
banking practices in a foreign country
where the bank maintains a branch:

(a) Guarantees. Guarantee debts, or
otherwise agree to make payments on
the occurrence of readily ascertainable
events including, without limitation,
nonpayment of taxes, rentals, customs
duties, or costs of transport and loss or
nonconformance of shipping docu-
ments, if:

(1) The guarantee or agreement speci-
fies a maximum monetary liability;
and
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