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Bank, or the European Bank for Recon-
struction and Development; 

(B) Any organization, if at least 25 
percent of such an obligation or of the 
total credit is also supported by the 
full faith and credit of, or participated 
in by, any institution designated in 
paragraph (b)(3)(vi)(A) of this section 
in such manner that default to the 
lender would necessarily include de-
fault to that entity. The total loans 
and extensions of credit under this 
paragraph (b)(3)(vi)(B) to any person 
shall at no time exceed 100 percent of 
the tier 1 capital of the Edge corpora-
tion. 

(c) Capitalization. (1) An Edge cor-
poration shall at all times be capital-
ized in an amount that is adequate in 
relation to the scope and character of 
its activities. 

(2) In the case of an Edge corporation 
engaged in banking, the minimum 
ratio of qualifying total capital to 
risk-weighted assets, as determined 
under the Capital Adequacy Guidelines, 
shall not be less than 10 percent, of 
which at least 50 percent shall consist 
of tier 1 capital. 

(3) For purposes of this paragraph (c), 
no limitation shall apply on the inclu-
sion of subordinated debt that qualifies 
as tier 2 capital under the Capital Ade-
quacy Guidelines. 

§ 211.13 Supervision and reporting. 
(a) Supervision—(1) Foreign branches 

and subsidiaries. U.S. banking organiza-
tions conducting international oper-
ations under this subpart shall super-
vise and administer their foreign 
branches and subsidiaries in such a 
manner as to ensure that their oper-
ations conform to high standards of 
banking and financial prudence. 

(i) Effective systems of records, con-
trols, and reports shall be maintained 
to keep management informed of their 
activities and condition. 

(ii) Such systems shall provide, in 
particular, information on risk assets, 
exposure to market risk, liquidity 
management, operations, internal con-
trols, legal and operational risk, and 
conformance to management policies. 

(iii) Reports on risk assets shall be 
sufficient to permit an appraisal of 
credit quality and assessment of expo-
sure to loss, and, for this purpose, pro-

vide full information on the condition 
of material borrowers. 

(iv) Reports on operations and con-
trols shall include internal and exter-
nal audits of the branch or subsidiary. 

(2) Joint ventures. Investors shall 
maintain sufficient information with 
respect to joint ventures to keep in-
formed of their activities and condi-
tion. 

(i) Such information shall include au-
dits and other reports on financial per-
formance, risk exposure, management 
policies, operations, and controls. 

(ii) Complete information shall be 
maintained on all transactions with 
the joint venture by the investor and 
its affiliates. 

(3) Availability of reports and informa-
tion to examiners. The reports specified 
in paragraphs (a)(1) and (2) of this sec-
tion and any other information deemed 
necessary to determine compliance 
with U.S. banking law shall be made 
available to examiners of the appro-
priate bank supervisory agencies. 

(b) Examinations. Examiners ap-
pointed by the Board shall examine 
each Edge corporation once a year. An 
Edge or agreement corporation shall 
make available to examiners informa-
tion sufficient to assess its condition 
and operations and the condition and 
activities of any organization whose 
shares it holds. 

(c) Reports—(1) Reports of condition. 
Each Edge or agreement corporation 
shall make reports of condition to the 
Board at such times and in such form 
as the Board may prescribe. The Board 
may require that statements of condi-
tion or other reports be published or 
made available for public inspection. 

(2) Foreign operations. Edge and agree-
ment corporations, member banks, and 
bank holding companies shall file such 
reports on their foreign operations as 
the Board may require. 

(3) Acquisition or disposition of shares. 
Member banks, Edge and agreement 
corporations, and bank holding compa-
nies shall report, in a manner pre-
scribed by the Board, any acquisition 
or disposition of shares. 

(d) Filing and processing procedures— 
(1) Place of filing. Unless otherwise di-
rected by the Board, applications, no-
tices, and reports required by this part 
shall be filed with the Federal Reserve 

VerDate Aug<31>2005 22:45 Feb 05, 2008 Jkt 214036 PO 00000 Frm 00407 Fmt 8010 Sfmt 8010 Y:\SGML\214036.XXX 214036m
st

oc
ks

til
l o

n 
P

R
O

D
1P

C
66

 w
ith

 C
F

R



398 

12 CFR Ch. II (1–1–08 Edition) § 211.20 

Bank of the District in which the par-
ent bank or bank holding company is 
located or, if none, the Reserve Bank of 
the District in which the applying or 
reporting institution is located. In-
structions and forms for applications, 
notices, and reports are available from 
the Reserve Banks. 

(2) Timing. The Board shall act on an 
application under this subpart within 
60 calendar days after the Reserve 
Bank has received the application, un-
less the Board notifies the investor 
that the 60-day period is being ex-
tended and states the reasons for the 
extension. 

Subpart B—Foreign Banking 
Organizations 

SOURCE: Reg. K, 66 FR 54374, Oct. 26, 2001, 
unless otherwise noted. 

§ 211.20 Authority, purpose, and scope. 

(a) Authority. This subpart is issued 
by the Board of Governors of the Fed-
eral Reserve System (Board) under the 
authority of the Bank Holding Com-
pany Act of 1956 (BHC Act) (12 U.S.C. 
1841 et seq.) and the International 
Banking Act of 1978 (IBA) (12 U.S.C. 
3101 et seq.). 

(b) Purpose and scope. This subpart is 
in furtherance of the purposes of the 
BHC Act and the IBA. It applies to for-
eign banks and foreign banking organi-
zations with respect to: 

(1) The limitations on interstate 
banking under section 5 of the IBA (12 
U.S.C. 3103); 

(2) The exemptions from the non-
banking prohibitions of the BHC Act 
and the IBA afforded by sections 2(h) 
and 4(c)(9) of the BHC Act (12 U.S.C. 
1841(h), 1843(c)(9)); 

(3) Board approval of the establish-
ment of an office of a foreign bank in 
the United States under sections 7(d) 
and 10(a) of the IBA (12 U.S.C. 3105(d), 
3107(a)); 

(4) The termination by the Board of a 
foreign bank’s representative office, 
state branch, state agency, or commer-
cial lending company subsidiary under 
sections 7(e) and 10(b) of the IBA (12 
U.S.C. 3105(e), 3107(b)), and the trans-
mission of a recommendation to the 
Comptroller to terminate a federal 

branch or federal agency under section 
7(e)(5) of the IBA (12 U.S.C. 3105(e)(5)); 

(5) The examination of an office or 
affiliate of a foreign bank in the United 
States as provided in sections 7(c) and 
10(c) of the IBA (12 U.S.C. 3105(c), 
3107(c)); 

(6) The disclosure of supervisory in-
formation to a foreign supervisor under 
section 15 of the IBA (12 U.S.C. 3109); 

(7) The limitations on loans to one 
borrower by state branches and state 
agencies of a foreign bank under sec-
tion 7(h)(2) of the IBA (12 U.S.C. 
3105(h)(2)); 

(8) The limitation of a state branch 
and a state agency to conducting only 
activities that are permissible for a 
federal branch under section (7)(h)(1) of 
the IBA (12 U.S.C. 3105(h)(1)); and 

(9) The deposit insurance require-
ment for retail deposit taking by a for-
eign bank under section 6 of the IBA 
(12 U.S.C. 3104). 

(10) The management of shell 
branches (12 U.S.C. 3105(k)). 

(c) Additional requirements. Compli-
ance by a foreign bank with the re-
quirements of this subpart and the 
laws administered and enforced by the 
Board does not relieve the foreign bank 
of responsibility to comply with the 
laws and regulations administered by 
the licensing authority. 

§ 211.21 Definitions. 
The definitions contained in §§ 211.1 

and 211.2 apply to this subpart, except 
as a term is otherwise defined in this 
section: 

(a) Affiliate of a foreign bank or of a 
parent of a foreign bank means any 
company that controls, is controlled 
by, or is under common control with, 
the foreign bank or the parent of the 
foreign bank. 

(b) Agency means any place of busi-
ness of a foreign bank, located in any 
state, at which credit balances are 
maintained, checks are paid, money is 
lent, or, to the extent not prohibited 
by state or federal law, deposits are ac-
cepted from a person or entity that is 
not a citizen or resident of the United 
States. Obligations shall not be consid-
ered credit balances unless they are: 

(1) Incidental to, or arise out of the 
exercise of, other lawful banking pow-
ers; 
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