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(2) To the extent the guarantee or
agreement is not subject to a separate
amount limit under state or federal
law, the amount of the guarantee or
agreement is combined with loans and
other obligations for purposes of apply-
ing any legal lending limits.

(b) Government obligations. Engage
in the following types of transactions
with respect to the obligations of for-
eign countries, so long as aggregate in-
vestments, securities held in connec-
tion with distribution and dealing, and
underwriting commitments do not ex-
ceed ten percent of the bank’s Tier 1
capital:

(1) Underwrite, distribute and deal,
invest in, or trade obligations of:

(i) The national government of the
country in which the branch is located
or its political subdivisions; and

(ii) An agency or instrumentality of
such national government if supported
by the taxing authority, guarantee, or
full faith and credit of the national
government.

(2) Underwrite, distribute and deal,
invest in or trade obligations?! rated as
investment grade of:

(i) The national government of any
foreign country or its political subdivi-
sions, to the extent permissible under
the law of the issuing foreign country;
and

(ii) An agency or instrumentality of
the national government of any foreign
country to the extent permissible
under the law of the issuing foreign
country, if supported by the taxing au-
thority, guarantee, or full faith and
credit of the national government.

(c) Local investments. (1) Acquire
and hold local investments in:

(i) Equity securities of the central
bank, clearinghouses, governmental
entities, and government sponsored de-
velopment banks of the country in
which the branch is located;

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

(iii) Shares of automated electronic
payment networks, professional soci-

1If the obligation is an equity interest, it
must be held through a subsidiary of the for-
eign branch and the insured state non-
member bank must meet its minimum cap-
ital requirements.
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eties, schools, and similar entities nec-
essary to the business of the branch.

(2) Aggregate local investments
(other than those required by the law
of the foreign country or permissible
under section 5136 of the Revised Stat-
utes (12 U.S.C. 24 (Seventh)) by all the
bank’s branches in a single foreign
country must not exceed 1 percent of
the total deposits in all the bank’s
branches in that country as reported in
the preceding year-end Report of In-
come and Condition (Call Report): 2

(d) Insurance. Act as an insurance
agent or broker.

(e) Employee benefits program. Pay
to an employee of a branch, as part of
an employee benefits program, a great-
er rate of interest than that paid to
other depositors of the branch.

(f) Repurchase agreements. Engage in
repurchase agreements involving secu-
rities and commodities that are the
functional equivalents of extensions of
credit.

(g) Other activities. Engage in other
activities, with the prior approval of
the FDIC.

(h) Approval of other activities. Ac-
tivities that are not specifically au-
thorized by this section, but that are
authorized by 12 CFR 211.4 or FRB in-
terpretations of activities authorized
by that section, may be authorized by
specific consent of the FDIC on an indi-
vidual basis and upon such terms and
conditions as the FDIC may consider
appropriate. Activities that will be en-
gaged in as principal (defined by ref-
erence to section 362.1(b) of this chap-
ter), and that are not authorized by 12
CFR 211.4 or FRB interpretations of ac-
tivities authorized under that section,
must satisfy the requirements of part
362 of this chapter and be approved by
the FDIC under this part as well as
part 362 of this chapter.

§347.116 Recordkeeping and super-
vision of foreign activities of in-
sured state nonmember banks.

(a) Records, controls and reports. A
bank with any foreign branch, any in-
vestment in a foreign organization of

2If a branch has recently been acquired by
the bank and the branch was not previously
required to file a Call Report, branch depos-
its as of the acquisition date must be used.

394



Federal Deposit Insurance Corporation

20 percent or more of the organiza-
tion’s voting equity interests, or con-
trol of a foreign organization must
maintain a system of records, controls
and reports that, at minimum, provide
for the following:

(1) Risk assets. To permit assessment
of exposure to loss, information fur-
nished or available to the main office
should be sufficient to permit periodic
and systematic appraisals of the qual-
ity of risk assets, including loans and
other extensions of credit. Coverage
should extend to a substantial propor-
tion of the risk assets in the branch or
foreign organization, and include the
status of all large credit lines and of
credits to customers also borrowing
from other offices or affiliates of the
bank. Appropriate information on risk
assets may include:

(i) A recent financial statement of
the borrower or obligee and current in-
formation on the borrower’s or
obligee’s financial condition;

(ii) Terms, conditions, and collateral;

(iii) Data on any guarantors;

(iv) Payment history; and

(v) Status of corrective measures em-
ployed.

(2) Liquidity. To enable assessment
of local management’s ability to meet
its obligations from available re-
sources, reports should identify the
general sources and character of the
deposits, borrowing, and other funding
sources employed in the branch or for-
eign organization with special ref-
erence to their terms and volatility.
Information should be available on
sources of liquidity—cash, balances
with banks, marketable securities, and
repayment flows—such as will reveal
their accessibility in time and any risk
elements involved.

(3) Contingencies. Data on the vol-
ume and nature of contingent items
such as loan commitments and guaran-
tees or their equivalents that permit
analysis of potential risk exposure and
liquidity requirements.

(4) Controls. Reports on the internal
and external audits of the branch or
foreign organization in sufficient detail
to permit determination of conform-
ance to auditing guidelines. Appro-
priate audit reports may include cov-
erage of:
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(i) Verification and identification of
entries on financial statements;

(ii) Income and expense accounts, in-
cluding descriptions of significant
chargeoffs and recoveries;

(iii) Operations and dual-control pro-
cedures and other internal controls;

(iv) Conformance to head office
guidelines on loans, deposits, foreign
exchange activities, accounting proce-
dures in compliance with applicable ac-
counting standards, and discretionary
authority of local management;

(v) Compliance with local laws and
regulations; and

(vi) Compliance with applicable U.S.
laws and regulations.

(b) Availability of information to ex-
aminers; reports. (1) Information about
foreign branches or foreign organiza-
tions must be made available to the
FDIC by the bank for examination and
other supervisory purposes.

(2) The FDIC may from time to time
require a bank to make and submit
such reports and information as may
be necessary to implement and enforce
the provisions of this subpart, and the
bank shall submit an annual report of
condition for each foreign branch pur-
suant to instructions provided by the
FDIC.

§347.117

(a) General consent to establish or
relocate a foreign branch. General con-
sent of the FDIC is granted, subject to
the written notification requirement
contained in section 303.182(a) and con-
sistent with the requirements of this
subpart, for an:

(1) Eligible bank to establish a for-
eign branch conducting activities au-
thorized by section 347.115 of this sec-
tion in any foreign country in which:

(i) The bank already operates one or
more foreign branches or foreign bank
subsidiaries;

(ii) The bank’s holding company op-
erates a foreign bank subsidiary; or

(iii) An affiliated bank or Edge or
Agreement corporation operates one or
more foreign branches or foreign bank
subsidiaries.

(2) Insured state nonmember bank to
relocate an existing foreign branch
within a foreign country.

(b) General consent to invest in a for-
eign organization. General consent of

General consent.
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