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(A) Divestiture shall occur within 15
years of the date of acquisition of the
shares of, or other ownership interests
in, any company acquired pursuant to
this paragraph (g); and

(B) A bank holding company may re-
tain such shares or ownership interests
if such retention is otherwise permis-
sible at the time required for divesti-
ture.

(iii) Report to Board. The bank hold-
ing company shall report to the Board
on its plans for divesting an invest-
ment made under this paragraph (g)
two years prior to the final date for di-
vestiture, in a manner to be prescribed
by the Board.

(iv) Other conditions requiring divesti-
ture. All investments made pursuant to
this paragraph (g) are subject to para-
graph (e) of this section requiring
prompt divestiture (unless the Board
upon application authorizes retention),
if the company invested in engages in
impermissible business in the United
States that exceeds in the aggregate 10
percent of the company’s consolidated
assets or revenues calculated on an an-
nual basis; provided that such company
may not engage in activities in the
United States that consist of banking
or financial operations (as defined in
§211.23(f)(5)(iii)(B)) of this part, or
types of activities permitted by regula-
tion or order under section 4(c)(8) of
the BHC Act (12 U.S.C. 1843(c)(8)), ex-
cept under regulations of the Board or
with the prior approval of the Board.

(4) Investment procedures—(i) General
consent. Subject to the other limita-
tions of this paragraph (g), the Board
grants its general consent for invest-
ments made under this paragraph (g) if
the total amount invested does not ex-
ceed the greater of $25 million or 1 per-
cent of the tier 1 capital of the inves-
tor.

(ii) All other investments shall be
made in accordance with the proce-
dures of §211.9(f) and (g) of this part,
requiring prior notice or specific con-
sent.

(6) Conditions—(i) Name. Any com-
pany acquired pursuant to this para-
graph (g) shall not bear a name similar
to the name of the acquiring bank
holding company or any of its affili-
ates.
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(ii) Confidentiality. Neither the bank
holding company nor its affiliates shall
provide to any company acquired pur-
suant to this paragraph (g) any con-
fidential business information or other
information concerning customers that
are engaged in the same or related
lines of business as the company.

[66 FR 54374, Oct. 26, 2001, as amended at 66
FR 58655, Nov. 23, 2001]

§211.9 Investment procedures.

(a) General provisions.® Direct and in-
direct investments shall be made in ac-
cordance with the general consent, lim-
ited general consent, prior notice, or
specific consent procedures contained
in this section.

(1) Minimum capital adequacy stand-
ards. Except as the Board may other-
wise determine, in order for an investor
to make investments pursuant to the
procedures set out in this section, the
investor, the bank holding company,
and the member bank shall be in com-
pliance with applicable minimum
standards for capital adequacy set out
in the Capital Adequacy Guidelines;
provided that, if the investor is an
Edge or agreement corporation, the
minimum capital required is total and
tier 1 capital ratios of 8 percent and 4
percent, respectively.

(2) Composite rating. Except as the
Board may otherwise determine, in
order for an investor to make invest-
ments under the general consent or
limited general consent procedures of
paragraphs (b) and (c) of this section,
the investor and any parent insured
bank must have received a composite
rating of at least 2 at the most recent
examination.

(3) Board’s authority to modify or sus-
pend procedures. The Board, at any
time upon notice, may modify or sus-
pend the procedures contained in this
section with respect to any investor or
with respect to the acquisition of
shares of organizations engaged in par-
ticular kinds of activities.

5When necessary, the provisions of this
section relating to general consent and prior
notice constitute the Board’s approval under
section 25A(8) of the FRA (12 U.S.C. 615) for
investments in excess of the limitations
therein based on capital and surplus.
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(4) Long-range investment plan. Any
investor may submit to the Board for
its specific consent a long-range in-
vestment plan. Any plan so approved
shall be subject to the other procedures
of this section only to the extent deter-
mined necessary by the Board to assure
safety and soundness of the operations
of the investor and its affiliates.

(5) Prior specific consent for initial in-
vestment. An investor shall apply for
and receive the prior specific consent
of the Board for its initial investment
under this subpart in its first sub-
sidiary or joint venture, unless an affil-
iate previously has received approval
to make such an investment.

(6) Ezxpiration of investment authority.
Authority to make investments grant-
ed under prior notice or specific con-
sent procedures shall expire one year
from the earliest date on which the au-
thority could have been exercised, un-
less the Board determines a longer pe-
riod shall apply.

(7T) Conditional approval;, Access to in-
formation. The Board may impose such
conditions on authority granted by it
under this section as it deems nec-
essary, and may require termination of
any activities conducted under author-
ity of this subpart if an investor is un-
able to provide information on its ac-
tivities or those of its affiliates that
the Board deems necessary to deter-
mine and enforce compliance with U.S.
banking laws.

(b) General consent. The Board grants
its general consent for a well capital-
ized and well managed investor to
make investments, subject to the fol-
lowing:

(1) Well capitalized and well managed
investor. In order to qualify for making
investments under authority of this
paragraph (b), both before and imme-
diately after the proposed investment,
the investor, any parent insured bank,
and any parent bank holding company
shall be well capitalized and well man-
aged.

(2) Individual limit for investment in
subsidiary. In the case of an investment
in a subsidiary, the total amount in-
vested directly or indirectly in such
subsidiary (in one transaction or a se-
ries of transactions) does not exceed:

12 CFR Ch. Il (1-1-10 Edition)

(i) 10 percent of the investor’s tier 1
capital, where the investor is a bank
holding company; or

(ii) 2 percent of the investor’s tier 1
capital, where the investor is a member
bank; or

(iii) The lesser of 2 percent of the tier
1 capital of any parent insured bank or
10 percent of the investor’s tier 1 cap-
ital, for any other investor.

(3) Individual limit for investment in
joint venture. In the case of an invest-
ment in a joint venture, the total
amount invested directly or indirectly
in such joint venture (in one trans-
action or a series of transactions) does
not exceed:

(i) b percent of the investor’s tier 1
capital, where the investor is a bank
holding company; or

(ii) 1 percent of the investor’s tier 1
capital, where the investor is a member
bank; or

(iii) The lesser of 1 percent of the tier
1 capital of any parent insured bank or
5 percent of the investor’s tier 1 cap-
ital, for any other investor.

(4) Individual limit for portfolio invest-
ment. In the case of a portfolio invest-
ment, the total amount invested di-
rectly or indirectly in such company
(in one transaction or a series of trans-
actions) does not exceed the lesser of
$25 million, or

(i) b percent of the investor’s tier 1
capital in the case of a bank holding
company or its subsidiary, or Edge cor-
poration engaged in banking; or

(ii) 25 percent of the investor’s tier 1
capital in the case of an Edge corpora-
tion not engaged in banking.

(5) Investment in a general partnership
or unlimited liability company. An in-
vestment in a general partnership or
unlimited liability company may be
made under authority of paragraph (b)
of this section, subject to the limits set
out in paragraph (c) of this section.

(6) Aggregate investment limits—@1) In-
vestment limits. All investments made,
directly or indirectly, during the pre-
vious 12-month period under authority
of this section, when aggregated with
the proposed investment, shall not ex-
ceed:

(A) 20 percent of the investor’s tier 1
capital, where the investor is a bank
holding company;
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(B) 10 percent of the investor’s tier 1
capital, where the investor is a member
bank; or

(C) The lesser of 10 percent of the tier
1 capital of any parent insured bank or
50 percent of the tier 1 capital of the
investor, for any other investor.

(i1) Downstream investments. In deter-
mining compliance with the aggregate
limits set out in this paragraph (b), an
investment by an investor in a sub-
sidiary shall be counted only once, not-
withstanding that such subsidiary
may, within 12 months of the date of
making the investment, downstream
all or any part of such investment to
another subsidiary.

() Application of limits. In deter-
mining compliance with the limits set
out in this paragraph (b), an investor is
not required to combine the value of
all shares of an organization held in
trading or dealing accounts under
§211.10(a)(15) of this part with invest-
ments in the same organization.

(c) Limited general comsent—(1) Indi-
vidual limit. The Board grants its gen-
eral consent for an investor that is not
well capitalized and well managed to
make an investment in a subsidiary or
joint venture, or to make a portfolio
investment, if the total amount in-
vested directly or indirectly (in one
transaction or in a series of trans-
actions) does not exceed the lesser of
$25 million or:

(i) 5 percent of the investor’s tier 1
capital, where the investor is a bank
holding company;

(ii) 1 percent of the investor’s tier 1
capital, where the investor is a member
bank; or

(iii) The lesser of 1 percent of any
parent insured bank’s tier 1 capital or
5 percent of the investor’s tier 1 cap-
ital, for any other investor.

(2) Aggregate limit. The amount of
general consent investments made by
any investor directly or indirectly
under authority of this paragraph (c)
during the previous 12-month period,
when aggregated with the proposed in-
vestment, shall not exceed:

(i) 10 percent of the investor’s tier 1
capital, where the investor is a bank
holding company;

(ii) 5 percent of the investor’s tier 1
capital, where the investor is a member
bank; and

§211.9

(iii) The lesser of 5 percent of any
parent insured bank’s tier 1 capital or
25 percent of the investor’s tier 1 cap-
ital, for any other investor.

(3) Application of limits. In calculating
compliance with the limits of this
paragraph (c), the rules set forth in
paragraphs (b)(6)(ii) and (b)(7) of this
section shall apply.

(d) Other eligible investments under
general consent. In addition to the au-
thority granted under paragraphs (b)
and (c) of this section, the Board
grants its general consent for any in-
vestor to make the following invest-
ments:

(1) Investment in organization equal to
cash dividends. Any investment in an
organization in an amount equal to
cash dividends received from that orga-
nization during the preceding 12 cal-
endar months; and

(2) Investment acquired from affiliate.
Any investment that is acquired from
an affiliate at net asset value or
through a contribution of shares.

(e) Investments ineligible for general
consent. An investment in a foreign
bank may not be made under authority
of paragraphs (b) or (c¢) of this section
if:

(1) After the investment, the foreign
bank would be an affiliate of a member
bank; and

(2) The foreign bank is located in a
country in which the member bank and
its affiliates have no existing banking
presence.

(f) Prior motice. An investment that
does not qualify for general consent
under paragraph (b), (c¢), or (d) of this
section may be made after the investor
has given the Board 30 days’ prior writ-
ten notice, such notice period to com-
mence at the time the notice is re-
ceived, provided that:

(1) The Board may waive the 30-day
period if it finds the full period is not
required for consideration of the pro-
posed investment, or that immediate
action is required by the circumstances
presented; and

(2) The Board may suspend the 30-day
period or act on the investment under
the Board’s specific consent proce-
dures.

(g) Specific consent. Any investment
that does not qualify for either the
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general consent or the prior notice pro-
cedure may not be consummated with-
out the specific consent of the Board.

[66 FR 54374, Oct. 26, 2001, as amended at 66
FR 58655, Nov. 23, 2001]

§211.10 Permissible activities abroad.

(a) Activities usual in connection with
banking. The Board has determined
that the following activities are usual
in connection with the transaction of
banking or other financial operations
abroad:

(1) Commercial and other banking ac-
tivities;

(2) Financing, including commercial
financing, consumer financing, mort-
gage banking, and factoring;

(3) Leasing real or personal property,
or acting as agent, broker, or advisor
in leasing real or personal property
consistent with the provisions of Regu-
lation Y (12 CFR part 225);

(4) Acting as fiduciary;

(5) Underwriting credit life insurance
and credit accident and health insur-
ance;

(6) Performing services for other di-
rect or indirect operations of a U.S.
banking organization, including rep-
resentative functions, sale of long-term
debt, name-saving, holding assets ac-
quired to prevent loss on a debt pre-
viously contracted in good faith, and
other activities that are permissible
domestically for a bank holding com-
pany under sections 4(a)(2)(A) and
4(c)(1)(C) of the BHC Act (12 U.S.C.
1843(a)(2)(A), ()(1)(C));

(7) Holding the premises of a branch
of an Edge or agreement corporation or
member bank or the premises of a di-
rect or indirect subsidiary, or holding
or leasing the residence of an officer or
employee of a branch or subsidiary;

(8) Providing investment, financial,
or economic advisory services;

(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-
rial control over the firms in which it
invests;

(12) Performing management con-
sulting services, if such services, when

12 CFR Ch. Il (1-1-10 Edition)

rendered with respect to the U.S. mar-
ket, shall be restricted to the initial
entry;

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

(14) Underwriting and distributing
equity securities outside the United
States as follows:

(i) Limits for well-capitaliced and well-
managed investor—(A) General. After
providing 30 days’ prior written notice
to the Board, an investor that is well
capitalized and well managed may un-
derwrite equity securities, provided
that commitments by an investor and
its subsidiaries for the shares of a sin-
gle organization do not, in the aggre-
gate, exceed:

(I) 15 percent of the bank holding
company’s tier 1 capital, where the in-
vestor is a bank holding company;

(2) 3 percent of the investor’s tier 1
capital, where the investor is a member
bank; or

(3) The lesser of 3 percent of any par-
ent insured bank’s tier 1 capital or 15
percent of the investor’s tier 1 capital,
for any other investor;

(B) Qualifying criteria. An investor
will be considered well-capitalized and
well-managed for purposes of para-
graph (a)(14)(i) of this section only if
each of the bank holding company,
member bank, and Edge or agreement
corporation qualify as well-capitalized
and well-managed.

(i1) Limits for investor that is nmot well
capitalized and well managed. After pro-
viding 30 days’ prior written notice to
the Board, an investor that is not well
capitalized and well managed may un-
derwrite equity securities, provided
that commitments by the investor and
its subsidiaries for the shares of an or-
ganization do not, in the aggregate, ex-
ceed $60 million; and

(iii) Application of limits. For purposes
of determining compliance with the
limitations of this paragraph (a)(14),
the investor may subtract portions of
an underwriting that are covered by
binding commitments obtained by the
investor or its affiliates from sub-un-
derwriters or other purchasers;

(15) Dealing in equity securities out-
side the United States as follows:
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