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capacity to meet financial commit-
ments if the risk of its default is low
and the full and timely repayment of
principal and interest is expected.

(p) Loan or extension of credit means
all direct and indirect advances of
funds to a person, government, or enti-
ty made on the basis of any obligation
of that person, government, or entity
to repay funds.

(q) Organization or entity means a
corporation, partnership, association,
bank, or other similar entity.

(r) NRSRO means a nationally recog-
nized statistical rating organization as
designated by the Securities and Ex-
change Commission.

(s) Representative office means an of-
fice that engages solely in representa-
tive functions such as soliciting new
business for its home office or acting as
liaison between the home office and
local customers, but which has no au-
thority to make business or con-
tracting decisions other than those re-
lating to the personnel and premises of
the representative office.

(t) Subsidiary means any organiza-
tion more than 50 percent of the voting
equity interests of which are directly
or indirectly held by another organiza-
tion.

(u) Tier 1 capital means Tier 1 cap-
ital as defined in §324.2 of this chapter.

(v) Well capitalized means well cap-
italized as defined in §324.403 of this
chapter.

[70 FR 17560, Apr. 6, 2005, as amended at 78
FR 55595, Sept. 10, 2013; 83 FR 9143, Mar. 5,
2018; 83 FR 17741, Apr. 24, 2018]

§347.103 Effect of state law on actions
taken under this subpart.

A bank may acquire and retain eq-
uity interests in a foreign organization
or establish a foreign branch, subject
to the requirements of this subpart, if
it is authorized to do so by the law of
the state in which the bank is char-
tered.

§347.104 Insured state nonmember
bank investments in foreign organi-
zations.

(a) Investment in foreign banks or for-
eign banking organizations. A bank may
directly or indirectly acquire and re-
tain equity interests in a foreign bank
or foreign banking organization.

§347.105

(b) Investment in other foreign organi-
zations. A bank may only:

(1) acquire and retain equity inter-
ests in foreign organizations, other
than foreign banks or foreign banking
organizations in amounts of 50 percent
or less of the foreign organization’s
voting equity interests, if the equity
interest is held through a domestic or
foreign subsidiary; and

(2) The bank meets its minimum cap-
ital requirements.

§347.105 Permissible financial activi-
ties outside the United States.

(a) Limitation on authoriced activities.
A bank may not directly or indirectly
acquire or hold equity interests in a
foreign organization that will result in
the bank and its affiliates:

(1) Holding more than 50 percent, in
the aggregate, of the voting equity in-
terest in such foreign organization; or

(2) Controlling such foreign organiza-
tion, unless the activities of a foreign
organization are limited to those au-
thorized under paragraph (b) of this
section.

(b) Authorized activities. The following
financial activities are authorized out-
side the United States:

(1) Commercial and other banking ac-
tivities.

(2) Financing, including commercial
financing, consumer financing, mort-
gage banking, and factoring, subject to
compliance with any attendant restric-
tions contained in 12 CFR 225.28(b).

(3) Leasing real or personal property,
acting as agent, broker or advisor in
leasing real or personal property, sub-
ject to compliance with any attendant
restrictions in 12 CFR 225.28(b).

(4) Acting as a fiduciary, subject to
compliance with any attendant restric-
tions in 12 CFR 225.28(b).

(5) Underwriting credit life, credit ac-
cident and credit health insurance.

(6) Performing services for other di-
rect or indirect operations of a domes-
tic banking organization, including
representative functions, sale of long-
term debt, name saving, liquidating as-
sets acquired to prevent loss on a debt
previously contracted in good faith,
and other activities that are permis-
sible for a bank holding company under
sections 4(a)(2)(A) and 4(c)(1)(C) of the
Bank Holding Company Act.
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§347.106

(7) Holding the premises of a branch
of an Edge corporation or insured state
nonmember bank or the premises of a
direct or indirect subsidiary, or holding
or leasing the residence of an officer or
employee of a branch or a subsidiary.

(8) Providing investment, financial,
or economic services, subject to com-
pliance with any attendant restrictions
in 12 CFR 225.28(b).

(9) General insurance agency and bro-
kerage.

(10) Data processing.

(11) Organizing, sponsoring, and man-
aging a mutual fund if the fund’s
shares are not sold or distributed in
the United States or to U.S. residents
and the fund does not exercise manage-
ment control over the firms in which it
invests.

(12) Performing management con-
sulting services, provided that such
services when rendered with respect to
the domestic market must be re-
stricted to the initial entry.

(13) Underwriting, distributing, and
dealing in debt securities outside the
United States.

(14) With the prior approval of the
FDIC under section 347.119(d), under-
writing, distributing, and dealing in eq-
uity securities outside the TUnited
States.

(15) Operating a travel agency in con-
nection with financial services offered
outside the United States by the bank
or others.

(16) Providing futures commission
merchant services, subject to compli-
ance with any attendant restrictions in
12 CFR 225.28(b).

(17) Engaging in activities that the
FRB has determined in Regulation Y
(12 CFR 225.28(b)) are closely related to
banking under section 4(c)(8) of the
Bank Holding Company Act.

(18) Engaging in other activities,
with the prior approval of the FDIC.

(c) Limitation on activities authorized
under Regulation Y. If a bank relies
solely on the cross-reference to Regula-
tion Y contained in paragraph (b)(17) of
this section as authority to engage in
an activity, compliance with any at-
tendant restrictions on the activity
that are contained in 12 CFR 225.28(b)
is required.

(d) Approval of other activities. Activi-
ties that are not specifically author-

12 CFR Ch. lll (1-1-23 Edition)

ized by this section, but that are au-
thorized by 12 CFR 211.10 or FRB inter-
pretations of activities authorized by
that section, may be authorized by spe-
cific 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 211.10 or FRB interpretations of
activities authorized under that sec-
tion, 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.

§347.106 Going concerns.

Going concerns. If a bank acquires an
equity interest in a foreign organiza-
tion that is a going concern, no more
than 5 percent of either the consoli-
dated assets or revenues of the foreign
organization may be attributable to ac-
tivities that are not permissible under
§347.105(b).

§847.107 Joint ventures.

(a) Joint ventures. If a bank, directly
or indirectly, acquires or holds an eq-
uity interest in a foreign organization
that is a joint venture, and the bank or
its affiliates do not control the foreign
organization, no more than 10 percent
of either the consolidated assets or rev-
enues of the foreign organization may
be attributable to activities that are
not permissible under §347.105(b).

(b) Joint venture defined. For purposes
of this section, the term ‘‘joint ven-
ture’” means any organization in which
20 percent or more but not in excess of
50 percent of the voting equity inter-
ests, in the aggregate, are directly or
indirectly held by a bank or its affili-
ates.

§347.108 Portfolio investments.

(a) Portfolio investments. If a bank, di-
rectly or indirectly, acquires or holds
an equity interest in a foreign organi-
zation as a portfolio investment and
the foreign organization is not con-
trolled, directly or indirectly, by the
bank or its affiliates:

(1) No more than 10 percent of either
the consolidated assets or revenues of
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