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12 CFR Ch. I (1–1–08 Edition) § 31.2 

§ 31.2 Insider lending restrictions and 
reporting requirements. 

(a) General rule. A national bank and 
its insiders shall comply with the pro-
visions contained in 12 CFR part 215. 

(b) Enforcement. The Comptroller of 
the Currency administers and enforces 
insider lending standards and reporting 
requirements as they apply to national 
banks and their insiders. 

APPENDIX A TO PART 31— 
INTERPRETATIONS 

Section 1. Loans Secured by Stock or 
Obligations of an Affiliate 

A bank that makes a loan to an unaffili-
ated third party may take a security inter-
est in securities of an affiliate as collateral 
for the loan without the loan being deemed a 
‘‘covered transaction’’ under section 23A of 
the Federal Reserve Act (12 U.S.C. 371c) if: 

a. The borrower provides additional collat-
eral that, taken alone, meets or exceeds the 
collateral requirements specified in section 
23A(c) (12 U.S.C. 371c(c)); and 

b. The loan proceeds: 
1. Are not used to purchase the bank affili-

ate’s securities that serve as collateral; and 
2. Are not otherwise used for the benefit of, 

or transferred to, any affiliate. 

Section 2. Deposits Between Affiliated Banks 

a. General rule. The OCC considers a deposit 
made by a bank in an affiliated bank to be a 

loan or extension of credit to the affiliate 
under 12 U.S.C. 371c. These deposits must be 
secured in accordance with 12 U.S.C. 371c(c). 
However, a national bank may not pledge as-
sets to secure private deposits unless other-
wise permitted by law (see, e.g., 12 U.S.C. 90 
(permitting collateralization of deposits of 
public funds); 12 U.S.C. 92a (trust funds); and 
25 U.S.C. 156 and 162a (Native American 
funds)). Thus, unless one of the exceptions to 
12 U.S.C. 371c noted in paragraph b. of this 
interpretation applies or unless another ex-
ception applies that enables a bank to meet 
the collateral requirements of 12 U.S.C. 
371c(c), a national bank may not: 

1. Make a deposit in an affiliated national 
bank; 

2. Make a deposit in an affiliated State- 
chartered bank unless the affiliated State- 
chartered bank can legally offer collateral 
for the deposit in conformance with applica-
ble State law and 12 U.S.C. 371c; or 

3. Receive deposits from an affiliated bank. 
b. Exceptions. The restrictions of 12 U.S.C. 

371c (other than 12 U.S.C. 371c(a)(4), which 
requires affiliate transactions to be con-
sistent with safe and sound banking prac-
tices) do not apply to deposits: 

1. Made in the ordinary course of cor-
respondent business; or 

2. Made in an affiliate that qualifies as a 
‘‘sister bank’’ under 12 U.S.C. 371c(d)(1). 

[61 FR 54536, Oct. 21, 1996] 

APPENDIX B TO PART 31—COMPARISON OF SELECTED PROVISIONS OF PART 31 AND 
PART 32 (AS OF OCTOBER 1, 1996) 

NOTE: Even though part 31 now simply requires that national banks comply with the in-
sider lending provisions contained in Regulation O (Reg. O) (12 CFR part 215), the chart in 
this appendix refers to part 31 because Reg. O is a Federal Reserve Board regulation and part 
31 is the means by which several provisions of Reg. O are made applicable to national banks 
and their insiders. 

DEFINITION OF ‘‘LOAN OR EXTENSION OF CREDIT’’ 

Renewals ............. In most cases, the two definitions of ‘‘loan or extension of credit’’ will be 
applied in the same manner. A difference exists, however, in the treat-
ment of renewals. Under Part 31, a renewal of a loan to an ‘‘insider’’ 
(which, unless noted otherwise, includes a bank’s executive officers, di-
rectors, principal shareholders, and ‘‘related interests’’ of such per-
sons) is considered to be an extension of credit. Under Part 32, renewals 
generally are not considered to be an extension of credit if the bank ex-
ercises reasonable efforts, consistent with safe and sound banking 
practices, to bring the loan into conformance with the lending limit. 
Renewals would be considered an extension of credit under Part 32, 
however, if new funds are advanced to the borrower, a new borrower re-
places the original borrower, or the OCC determines that the renewal 
was undertaken to evade the lending limits. 
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