
381 

Federal Deposit Insurance Corporation § 347.110 

bank files a substantially complete ap-
plication with the FDIC, or upon such 
earlier time as authorized by the FDIC. 

(c) Inapplicability of general consent or 
expedited processing. General consent or 
expedited processing under this section 
do not apply: 

(1) For foreign investments resulting 
in the insured state nonmember bank 
holding 20 percent or more of the vot-
ing equity interests of a foreign organi-
zation or controlling such organization 
and the foreign organization would be 
located in a foreign country in which 
applicable law or practice would limit 
the FDIC’s access to information for 
supervisory purposes; or 

(2) If the FDIC at any time notifies 
the insured state nonmember bank 
that the FDIC is modifying or sus-
pending its general consent or expe-
dited processing procedure. 

(d) Specific consent. Any investment 
that is not authorized under general 
consent or expedited processing proce-
dures must not be made without the 
prior specific consent of the FDIC. 

(e) Computation of amounts. In com-
puting the amount that may be in-
vested in any foreign organization 
under this section, any investments 
held by an affiliate of the insured state 
nonmember bank must be included. 

(f) Procedures. Procedures for applica-
tions and notices under this section are 
set out in subpart J of part 303 of this 
chapter. 

[63 FR 17075, Apr. 8, 1998, as amended at 68 
FR 50461, Aug. 21, 2003] 

§ 347.109 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. An in-
sured state nonmember bank which di-
rectly or indirectly holds equity inter-
ests in a foreign organization 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 provisions of sec-
tion 18(j) of the FDI Act (12 U.S.C. 
1828(j)). 

(b) Debts previously contracted. Equity 
interests acquired to prevent a loss 
upon a debt previously contracted in 

good faith are not subject to the limi-
tations or procedures of this subpart; 
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. 

§ 347.110 Supervision and record-
keeping of the foreign activities of 
insured State nonmember banks. 

(a) Records, controls and reports. An 
insured state nonmember bank with 
any foreign branch, any investment in 
a foreign organization of 20 percent or 
more of the organization’s voting eq-
uity interests, or control 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 
insured state nonmember bank. Appro-
priate 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 resources, 
reports should identify the general 
sources and character of the deposits, 
borrowing, and other funding sources, 
employed in the branch or foreign or-
ganization with special reference to 
their terms and volatility. Information 
should be available on sources of li-
quidity-cash, balances with banks, 
marketable securities, and repayment 
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flows—such as will reveal their accessi-
bility in time and any risk elements in-
volved. 

(3) Contingencies. Data on the volume 
and nature of contingent items such as 
loan commitments and guarantees 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: 

(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, proper accounting 
procedures, and discretionary author-
ity 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 exam-
iners; reports. (1) Information about for-
eign branches or foreign organizations 
must be made available to the FDIC by 
the insured state nonmember bank for 
examination and other supervisory 
purposes. 

(2) If any applicable law or practice 
in a particular foreign country would 
limit the FDIC’s access to information 
for supervisory purposes, no insured 
state nonmember bank may utilize the 
general consent or expedited proc-
essing procedures under §§ 347.103 and 
347.108 to: 

(i) Establish any foreign branch in 
the foreign country; or 

(ii) Make any investment resulting in 
the state nonmember bank holding 20 
percent or more of the voting equity 
interests of a foreign organization in 
the foreign country or controlling such 
organization. 

(3) The FDIC may from time to time 
require an insured state nonmember 
bank to make and submit such reports 
and information as may be necessary 

to implement and enforce the provi-
sions of this subpart, and the insured 
state nonmember bank shall submit an 
annual report of condition for each for-
eign branch pursuant to instructions 
provided by the FDIC. 

Subpart B—Foreign Banks 
§ 347.201 Scope. 

(a)(1) Sections 347.203 through 347.207 
implement the insurance provisions of 
section 6 of the International Banking 
Act of 1978 (12 U.S.C. 3104). They set out 
the FDIC’s rules regarding domestic re-
tail deposit activities requiring a for-
eign bank to establish an insured bank 
subsidiary; deposit activities permis-
sible for a noninsured branch; author-
ity for a state branch to apply for an 
exemption from the insurance require-
ment; and, depositor notification re-
quirements. Sections 347.204, 347.205, 
347.206 and 347.207 do not apply to a 
Federal branch. The Comptroller of the 
Currency’s regulations (12 CFR part 28) 
establish such rules for Federal 
branches. However, Federal branches 
deemed by the Comptroller to require 
insurance must apply to the FDIC for 
insurance. 

(2) Sections 347.203 through 347.207 
also set out the FDIC’s rules regarding 
the operation of insured and non-
insured branches, whether state or 
Federal, by a foreign bank. 

(b) Sections 347.208 through 347.212 
set out the rules that apply only to a 
foreign bank that operates or proposes 
to establish an insured State or Fed-
eral branch. These rules relate to the 
following matters: an agreement to 
provide information and to be exam-
ined and provisions concerning record-
keeping, pledge of assets, asset mainte-
nance, and deductions from the assess-
ment base. 

§ 347.202 Definitions. 
For the purposes of this subpart: 
(a) Affiliate means any entity that 

controls, is controlled by, or is under 
common control with another entity. 
An entity shall be deemed to ‘‘control’’ 
another entity if the entity directly or 
indirectly owns, controls, or has the 
power to vote 25 percent or more of any 
class of voting securities of the other 
entity or controls in any manner the 
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