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(2) Provisions applicable to under-
capitalized, significantly undercapital-
ized, and critically undercapitalized
banks. Immediately upon receiving no-
tice or being deemed to have notice, as
provided in § 6.3, that the bank is
undercapitalized, significantly under-
capitalized, or critically undercapital-
ized, the bank shall become subject to
the provisions of section 38 of the FDI
Act—

(i) Restricting payment of capital
distributions and management fees
(section 38(d));

(ii) Requiring that the OCC monitor
the condition of the bank (section
38(e)(1));

(iii) Requiring submission of a cap-
ital restoration plan within the sched-
ule established in this subpart (section
38(e)(2));

(iv) Restricting the growth of the
bank’s assets (section 38(e)(3)); and

(v) Requiring prior approval of cer-
tain expansion proposals (section
38(e)(4)).

(3) Additional provisions applicable to
significantly undercapitalized, and criti-
cally undercapitalized banks. In addition
to the provisions of section 38 of the
FDI Act described in paragraph (a)(2) of
this section, immediately upon receiv-
ing notice or being deemed to have no-
tice, as provided in this subpart, that
the bank is significantly undercapital-
ized, or critically undercapitalized or
that the bank is subject to the provi-
sions applicable to institutions that
are significantly undercapitalized be-
cause it has failed to submit or imple-
ment, in any material respect, an ac-
ceptable capital restoration plan, the
bank shall become subject to the provi-
sions of section 38 of the FDI Act that
restrict compensation paid to senior
executive officers of the institution
(section 38(f)(4)).

(4) Additional provisions applicable to
critically undercapitalized banks. In addi-
tion to the provisions of section 38 of
the FDI Act described in paragraphs (a)
(2) and (3) of this section, immediately
upon receiving notice or being deemed
to have notice, as provided in § 6.3, that
the bank is critically undercapitalized,
the bank shall become subject to the
provisions of section 38 of the FDI
Act—

(i) Restricting the activities of the
bank (section 38(h)(1)); and

(ii) Restricting payments on subordi-
nated debt of the bank (section
38(h)(2)).

(b) Discretionary supervisory actions.
In taking any action under section 38
that is within the OCC’s discretion to
take in connection with a bank that is
deemed to be undercapitalized, signifi-
cantly undercapitalized, or critically
undercapitalized, or has been reclassi-
fied as undercapitalized or signifi-
cantly undercapitalized; an officer or
director of such bank; or a company
that controls such bank, the OCC shall
follow the procedures for issuing direc-
tives under subpart B of this part and
subpart N of part 19 of this chapter, un-
less otherwise provided in section 38 or
this part.

Subpart B—Directives To Take
Prompt Corrective Action

§ 6.20 Scope.

The rules and procedures set forth in
this subpart apply to insured national
banks, insured federal branches and
senior executive officers and directors
of banks that are subject to the provi-
sions of section 38 of the Federal De-
posit Insurance Act (section 38) and
subpart A of this part.

§ 6.21 Notice of intent to issue a direc-
tive.

(a) Notice of intent to issue a directive—
(1) In general. The OCC shall provide an
undercapitalized, significantly under-
capitalized, or critically undercapital-
ized bank prior written notice of the
OCC’s intention to issue a directive re-
quiring such bank or company to take
actions or to follow proscriptions de-
scribed in section 38 that are within
the OCC’s discretion to require or im-
pose under section 38 of the FDI Act,
including section 38 (e)(5), (f)(2), (f)(3),
or (f)(5). The bank shall have such time
to respond to a proposed directive as
provided under § 6.22.

(2) Immediate issuance of final direc-
tive. If the OCC finds it necessary in
order to carry out the purposes of sec-
tion 38 of the FDI Act, the OCC may,
without providing the notice prescribed
in paragraph (a)(1) of this section, issue
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a directive requiring a bank imme-
diately to take actions or to follow
proscriptions described in section 38
that are within the OCC’s discretion to
require or impose under section 38 of
the FDI Act, including section 38 (e)(5),
(f)(2), (f)(3), or (f)(5). A bank that is
subject to such an immediately effec-
tive directive may submit a written ap-
peal of the directive to the OCC. Such
an appeal must be received by the OCC
within 14 calendar days of the issuance
of the directive, unless the OCC per-
mits a longer period. The OCC shall
consider any such appeal, if filed in a
timely matter, within 60 days of receiv-
ing the appeal. During such period of
review, the directive shall remain in ef-
fect unless the OCC, in its sole discre-
tion, stays the effectiveness of the di-
rective.

(b) Contents of notice. A notice of in-
tention to issue a directive shall in-
clude:

(1) A statement of the bank’s capital
measures and capital levels;

(2) A description of the restrictions,
prohibitions or affirmative actions
that the OCC proposes to impose or re-
quire;

(3) The proposed date when such re-
strictions or prohibitions would be ef-
fective or the proposed date for com-
pletion of such affirmative actions; and

(4) The date by which the bank sub-
ject to the directive may file with the
OCC a written response to the notice.

§ 6.22 Response to notice.
(a) Time for response. A bank may file

a written response to a notice of intent
to issue a directive within the time pe-
riod set by the OCC. The date shall be
at least 14 calendar days from the date
of the notice unless the OCC deter-
mines that a shorter period is appro-
priate in light of the financial condi-
tion of the bank or other relevant cir-
cumstances.

(b) Content of response. The response
should include:

(1) An explanation why the action
proposed by the OCC is not an appro-
priate exercise of discretion under sec-
tion 38;

(2) Any recommended modification of
the proposed directive; and

(3) Any other relevant information,
mitigating circumstances, documenta-

tion, or other evidence in support of
the position of the bank regarding the
proposed directive.

(c) Failure to file response. Failure by
a bank to file with the OCC, within the
specified time period, a written re-
sponse to a proposed directive shall
constitute a waiver of the opportunity
to respond and shall constitute consent
to the issuance of the directive.

§ 6.23 Decision and issuance of a
prompt corrective action directive.

(a) OCC consideration of response.
After considering the response, the
OCC may:

(1) Issue the directive as proposed or
in modified form;

(2) Determine not to issue the direc-
tive and so notify the bank; or

(3) Seek additional information or
clarification of the response from the
bank, or any other relevant source.

(b) [Reserved]

§ 6.24 Request for modification or re-
scission of directive.

Any bank that is subject to a direc-
tive under this subpart may, upon a
change in circumstances, request in
writing that the OCC reconsider the
terms of the directive, and may pro-
pose that the directive be rescinded or
modified. Unless otherwise ordered by
the OCC, the directive shall continue in
place while such request is pending be-
fore the OCC.

§ 6.25 Enforcement of directive.
(a) Judicial remedies. Whenever a bank

fails to comply with a directive issued
under section 38, the OCC may seek en-
forcement of the directive in the appro-
priate United States district court pur-
suant to section 8(i)(1) of the FDI Act.

(b) Administrative remedies. Pursuant
to section 8(i)(2)(A) of the FDI Act, the
OCC may assess a civil money penalty
against any bank that violates or oth-
erwise fails to comply with any final
directive issued under section 38 and
against any institution-affiliated party
who participates in such violation or
noncompliance.

(c) Other enforcement action. In addi-
tion to the actions described in para-
graphs (a) and (b) of this section, the
OCC may seek enforcement of the pro-
visions of section 38 or this part
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through any other judicial or adminis-
trative proceeding authorized by law.

PART 7—BANK ACTIVITIES AND
OPERATIONS

Subpart A—Bank Powers

Sec.
7.1000 National bank ownership of property.
7.1001 National bank acting as general in-

surance agent.
7.1002 National bank acting as finder.
7.1003 Money lent at banking offices or at

other than banking offices.
7.1004 Loans originating at other than

banking offices.
7.1005 Credit decisions at other than bank-

ing offices.
7.1006 Loan agreement providing for a share

in profits, income, or earnings or for
stock warrants.

7.1007 Acceptances.
7.1008 Preparing income tax returns for cus-

tomers or public.
7.1009 National bank holding collateral

stock as nominee.
7.1010 Postal service by national bank.
7.1011 National bank acting as payroll

issuer.
7.1012 Messenger service.
7.1013 Debt cancellation contracts.
7.1014 Sale of money orders at nonbanking

outlets.
7.1015 Receipt of stock from a small busi-

ness investment company.
7.1016 Independent undertakings to pay

against documents.
7.1017 National bank as guarantor or surety

on indemnity bond.
7.1018 Automatic payment plan account.
7.1019 Furnishing of products and services

by electronic means and facilities.
7.1020 Purchase of open accounts.

Subpart B—Corporate Practices

7.2000 Corporate governance procedures.
7.2001 Notice of shareholders’ meetings.
7.2002 Director or attorney as proxy.
7.2003 Annual meeting for election of direc-

tors.
7.2004 Honorary directors or advisory

boards.
7.2005 Ownership of stock necessary to qual-

ify as director.
7.2006 Cumulative voting in election of di-

rectors.
7.2007 Filling vacancies and increasing

board of directors other than by share-
holder action.

7.2008 Oath of directors.
7.2009 Quorum of the board of directors;

proxies not permissible.
7.2010 Directors’ responsibilities.
7.2011 Compensation plans.

7.2012 President as director; chief executive
officer.

7.2013 Fidelity bonds covering officers and
employees.

7.2014 Indemnification of institution-affili-
ated parties.

7.2015 Cashier.
7.2016 Restricting transfer of stock and

record dates.
7.2017 Facsimile signatures on bank stock

certificates.
7.2018 Lost stock certificates.
7.2019 Loans secured by a bank’s own

shares.
7.2020 Acquisition and holding of shares as

treasury stock.
7.2021 Preemptive rights.
7.2022 Voting trusts.
7.2023 Reverse stock splits.

Subpart C—Bank Operations

7.3000 Bank hours and closings.
7.3001 Sharing space and employees.

Subpart D—Preemption

7.4000 Visitorial powers.
7.4001 Charging interest at rates permitted

competing institutions; charging interest
to corporate borrowers.

7.4002 National bank charges.
7.4003 Establishment and operation of a re-

mote service unit by a national bank.
7.4004 Establishment and operation of a de-

posit production office by a national
bank.

7.4005 Combination of loan production of-
fice, deposit production office, and re-
mote service unit.

AUTHORITY: 12 U.S.C. 1 et seq. and 93a.

SOURCE: 61 FR 4862, Feb. 9, 1996, unless oth-
erwise noted.

Subpart A—Bank Powers
§ 7.1000 National bank ownership of

property.
(a) Investment in real estate necessary

for the transaction of business—(1) Gen-
eral. Under 12 U.S.C. 29(First), a na-
tional bank may invest in real estate
that is necessary for the transaction of
its business.

(2) Type of real estate. For purposes of
12 U.S.C. 29(First), this real estate in-
cludes:

(i) Premises that are owned and occu-
pied (or to be occupied, if under con-
struction) by the bank, its branches, or
its consolidated subsidiaries;

(ii) Real estate acquired and in-
tended, in good faith, for use in future
expansion;
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