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§347.211

include the amount of that asset
among eligible assets until the FDIC
determines that sufficient documenta-
tion exists. Such a determination may
be made either at the next federal ex-
amination, or upon request of the in-
sured branch, by the appropriate re-
gional director;

(5) Any asset not in the insured
branch’s actual possession unless the
insured branch holds title to such asset
and the insured branch maintains
records sufficient to enable inde-
pendent verification of the insured
branch’s ownership of the asset, as de-
termined at the most recent state or
federal examination;

(6) Any intangible asset;

(7) Any other asset not considered
bankable by the FDIC.

(c) A foreign bank which has more
than one insured branch in a state may
treat all of its insured branches in the
same state as one entity for purposes
of compliance with paragraph (a) of
this section and shall designate one in-
sured branch to be responsible for
maintaining the records of the insured
branches’ compliance with this section.

(d) The average book value of the in-
sured branch’s liabilities for a quarter
shall be, at the insured branch’s op-
tion, either an average of the balances
as of the close of business for each day
of the quarter or an average of the bal-
ances as of the close of business on
each Wednesday during the quarter.
Quarters end on March 31, June 30, Sep-
tember 30, and December 31 of any
given year. For days on which the in-
sured branch is closed, balances from
the previous business day are to be
used. Calculations of the average book
value of the insured branch’s liabilities
for a quarter shall be retained by the
insured branch until the next federal
examination.

§347.211 Examination of branches of
foreign banks.

(a) Frequency of on-site examination.
Each branch or agency of a foreign
bank shall be examined on-site at least
once during each 12-month period (be-
ginning on the date the most recent ex-
amination of the office ended) by:

(1) The FRB;

(2) The FDIC, if an insured branch;
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(3) The OCC, if the branch or agency
of the foreign bank is licensed by the
OCC; or

(4) The state supervisor, if the office
of the foreign bank is licensed or char-
tered by the state.

(b) 18-month cycle for certain small in-
stitutions—(1) Mandatory standards. The
FDIC may conduct a full-scope, on-site
examination at least once during each
18-month period, rather than each 12-
month period as provided in paragraph
(a) of this section, if the insured
branch:

(i) Has total assets of less than $3 bil-
lion;

(ii) Has received a composite ROCA
supervisory rating (which rates risk
management, operational controls,
compliance, and asset quality) of 1 or 2
at its most recent examination;

(iii) Satisfies the requirement of ei-
ther the following paragraph (b)(iii)(A)
or (B):

(A) The foreign bank’s most recently
reported capital adequacy position con-
sists of, or is equivalent to, Tier 1 and
total risk-based capital ratios of at
least 6 percent and 10 percent, respec-
tively, on a consolidated basis; or

(B) The insured branch has main-
tained on a daily basis, over the past
three quarters, eligible assets in an
amount not less than 108 percent of the
preceding quarter’s average third party
liabilities (determined consistent with
applicable federal and state law) and
sufficient liquidity is currently avail-
able to meet its obligations to third
parties;

(iv) Is not subject to a formal en-
forcement action or order by the FRB,
FDIC, or the OCC; and

(v) Has not experienced a change in
control during the preceding 12-month
period in which a full-scope, on-site ex-
amination would have been required
but for this section.

(2) Discretionary standards. In deter-
mining whether an insured branch that
meets the standards of paragraph (b)(1)
of this section should not be eligible
for an 18-month examination cycle pur-
suant to this paragraph (b), the FDIC
may consider additional factors, in-
cluding whether:

(i) Any of the individual components
of the ROCA supervisory rating of an
insured branch is rated ‘‘3”’ or worse;
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(ii) The results of any off-site moni-
toring indicate a deterioration in the
condition of the insured branch;

(iii) The size, relative importance,
and role of a particular insured branch
when reviewed in the context of the
foreign bank’s entire U.S. operations
otherwise necessitate an annual exam-
ination; and

(iv) The condition of the parent for-
eign bank gives rise to such a need.

(c) Authority to conduct more frequent
examinations. Nothing in paragraphs (a)
and (b) of this section limits the au-
thority of the FDIC to examine any in-
sured branch as frequently as it deems
necessary.

(d) From December 2, 2020, through
December 31, 2021, for purposes of de-
termining eligibility for the extended
examination cycle described in para-
graph (b) of this section, the total as-
sets of an insured branch shall be de-
termined based on the lesser of:

(1) The assets of the insured branch
as of December 31, 2019; and

(2) The assets of the insured branch
as of the end of the most recent cal-
endar quarter.

[70 FR 17560, Apr. 6, 2005; 70 FR 20704, Apr. 21,
2005, as amended at 72 FR 17803, Apr. 10, 2007;
81 FR 10070, Feb. 29, 2016; 83 FR 43965, Aug. 29,
2018; 85 FR 77364, Dec. 2, 2020]

§347.212 FDIC approval to conduct ac-
tivities that are not permissible for
federal branches.

(a) Scope. A foreign bank operating
an insured state branch which desires
to engage in or continue to engage in
any type of activity that is not permis-
sible for a federal branch, pursuant to
the National Bank Act (12 U.S.C. 21 et
seq.) or any other federal statute, regu-
lation, official bulletin or -circular,
written order or interpretation, or de-
cision of a court of competent jurisdic-
tion, must file a written application for
permission to conduct such activity
with the FDIC.

(b) Exceptions. If the FDIC has al-
ready determined, pursuant to part 362
of this chapter, ‘‘Activities and Invest-
ment of Insured State Banks,” that an
activity does not present a significant
risk to the Deposit Insurance Fund, no
application is required under paragraph
(a) of this section for a foreign bank
operating an insured branch to engage
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or continue to engage in the same ac-
tivity.

(c) Agency activities. A foreign bank
operating an insured state branch is
not required to submit an application
pursuant to paragraph (a) of this sec-
tion to engage in or continue engaging
in an activity conducted as agent if the
activity is:

(1) permissible agency activity for a
state-chartered bank located in the
state which the state-licensed insured
branch of the foreign bank is located;

(2) permissible agency activity for a
state-licensed branch of a foreign bank
located in that state; and

(3) permissible pursuant to any other
applicable federal law or regulation.

(d) Conditions of approval. (1) Ap-
proval of such an application required
by paragraph (a) of this section may be
conditioned on the agreement by the
foreign bank and its insured state
branch to conduct the activity subject
to specific limitations, which may in-
clude pledging of assets in excess of the
asset pledge and asset maintenance re-
quirements contained in §§347.209 and
347.210.

(2) In the case of an application to
initially engage in an activity, as op-
posed to an application to continue to
conduct an activity, the insured state
branch shall not commence the activ-
ity until it has been approved in writ-
ing by the FDIC pursuant to this part
and the FRB, and any and all condi-
tions imposed in such approvals have
been satisfied.

(e) Divestiture or cessation. (1) If an ap-
plication for permission to continue to
conduct an activity is not approved by
the FDIC or the FRB, the applicant
shall submit a plan of divestiture or
cessation of the activity to the appro-
priate regional director.

(2) A foreign bank operating an in-
sured state branch which elects not to
apply to the FDIC for permission to
continue to conduct an activity which
is rendered impermissible by any
change in statute, regulation, official
bulletin or circular, written order or
interpretation, or decision of a court of
competent jurisdiction shall submit a
plan of divestiture or cessation to the
appropriate regional director.

(3) All plans of divestitures or ces-
sation required by this paragraph must
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