§211.33

(b) The terms bank, company and sub-
sidiary have the same meanings as
those contained in section 2 of the BHC
Act (12 U.S.C. 1841).

§211.33 Investments and extensions of
credit.

(a) Amount of investments. In accord-
ance with the procedures of §211.34 of
this subpart, an eligible investor may
invest no more than 5 percent of its
consolidated capital and surplus in one
or more export trading companies, ex-
cept that an Edge or Agreement cor-
poration not engaged in banking may
invest as much as 25 percent of its con-
solidated capital and surplus but no
more than 5 percent of the consolidated
capital and surplus of its parent bank
holding company.

(b) Extensions of credit—(1) Amount.
An eligible investor in an export trad-
ing company or companies may extend
credit directly or indirectly to the ex-
port trading company or companies in
a total amount that at no time exceeds
10 percent of the investor’s consoli-
dated capital and surplus.

(2) Terms—(i) An eligible investor in
an export trading company may not ex-
tend credit directly or indirectly to the
export trading company or any of its
customers or to any other investor
holding 10 percent or more of the
shares of the export trading company
on terms more favorable than those af-
forded similar borrowers in similar cir-
cumstances, and such extensions of
credit shall not involve more than the
normal risk of repayment or present
other unfavorable features.

(if) For the purposes of this provi-
sion, an investor in an export trading
company includes any affiliate of the
investor.

(3) Collateral requirements. Covered
transactions between a bank and an af-
filiated export trading company in
which a bank holding company has in-
vested pursuant to this subpart are
subject to the collateral requirements
of section 23A of the Federal Reserve
Act (12 U.S.C. 371c), except where a
bank issues a letter of credit or ad-
vances funds to an affiliated export
trading company solely to finance the
purchase of goods for which:

12 CFR Ch. I (1-1-99 Edition)

(i) The export trading company has a
bona fide contract for the subsequent
sale of the goods; and

(ii) The bank has a security interest
in the goods or in the proceeds from
their sale at least equal in value to the
letter of credit or the advance.

§211.34 Procedures
processing notices.

(a) Filing notice—(1) Prior notice of in-
vestment. An eligible investor shall give
the Board 60 days’ prior written notice
of any investment in an export trading
company.

(2) Subsequent notice—(i) An eligible
investor shall give the Board 60 days’
prior written notice of changes in the
activities of an export trading com-
pany that is a subsidiary of the inves-
tor if the export trading company ex-
pands its activities beyond those de-
scribed in the initial notice to include:

(A) Taking title to goods where the
export trading company does not have
a firm order for the sale of those goods;

(B) Product research and design;

(C) Product modification; or

(D) Activities not specifically cov-
ered by the list of activities contained
in section 4(c)(14)(F)(ii) of the BHC Act.

(if) Such an expansion of activities
shall be regarded as a proposed invest-
ment under this subpart.

(b) Time period for Board action. (1) A
proposed investment that has not been
disapproved by the Board may be made
60 days after the Reserve Bank accepts
the notice for processing. A proposed
investment may be made before the ex-
piration of the 60-day period if the
Board notifies the investor in writing
of its intention not to disapprove the
investment.

(2) The Board may extend the 60-day
period for an additional 30 days if the
Board determines that the investor has
not furnished all necessary information
or that any material information fur-
nished is substantially inaccurate. The
Board may disapprove an investment if
the necessary information is provided
within a time insufficient to allow the
Board reasonably to consider the infor-
mation received.

(3) Within three days of a decision to
disapprove an investment, the Board
shall notify the investor in writing and
state the reasons for the disapproval.
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