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12 CFR Ch. II (1–1–10 Edition) § 208.1 

1 Under section 2 of the Federal Reserve 
Act, every national bank in any state shall, 
upon commencing business, or within 90 days 
after admission into the Union of the State 
in which it is located, become a member of 
the System. Under section 19 of the Federal 
Reserve Act, national banks and banks orga-
nized under local laws, located in a depend-
ency or insular possession or any part of the 
United States outside of the States of the 
United States and the District of Columbia, 
are not required to become members of the 
System but may, with the consent of the 
board, become members of the System. 

APPENDIX C TO PART 208—INTERAGENCY 
GUIDELINES FOR REAL ESTATE LENDING 
POLICIES 

APPENDIX D-1 TO PART 208—INTERAGENCY 
GUIDELINES ESTABLISHING STANDARDS 
FOR SAFETY AND SOUNDNESS 

APPENDIX D–2 TO PART 208—INTERAGENCY 
GUIDELINES ESTABLISHING INFORMATION 
SECURITY STANDARDS 

APPENDIX E TO PART 208—CAPITAL ADEQUACY 
GUIDELINES FOR STATE MEMBER BANKS; 
MARKET RISK MEASURE 

APPENDIX F TO PART 208—CAPITAL ADEQUACY 
GUIDELINES FOR BANKS: INTERNAL-RAT-
INGS-BASED AND ADVANCED MEASUREMENT 
APPROACHES 

AUTHORITY: 12 U.S.C. 24, 36, 92a, 93a, 248(a), 
248(c), 321–338a, 371d, 461, 481–486, 601, 611, 
1814, 1816, 1820(d)(9), 1823(j), 1828(o), 1831, 
1831o, 1831p–1, 1831r–1, 1831w, 1831x, 1835a, 
1882, 2901–2907, 3105, 3310, 3331–3351, and 3906– 
3909, 15 U.S.C. 78b, 78l(b), 78l(g), 78l(i), 78o– 
4(c)(5), 78q, 78q–1, 78w, 1681s, 1681w, 6801 and 
6805; 31 U.S.C. 5318, 42 U.S.C. 4012a, 4104a, 
4104b, 4106, and 4128. 

SOURCE: Reg. H, 17 FR 8006, Sept. 4, 1952, 
unless otherwise noted. 

Subpart A—General Membership 
and Branching Requirements 

SOURCE: 63 FR 37637, July 13, 1998, unless 
otherwise noted. 

§ 208.1 Authority, purpose, and scope. 

(a) Authority. Subpart A of Regula-
tion H (12 CFR part 208, Subpart A) is 
issued by the Board of Governors of the 
Federal Reserve System (Board) under 
12 U.S.C. 24, 36; sections 9, 11, 21, 25 and 
25A of the Federal Reserve Act (12 
U.S.C. 321–338a, 248(a), 248(c), 481–486, 
601 and 611); sections 1814, 1816, 1818, 
1831o, 1831p–1, 1831r–1 and 1835a of the 
Federal Deposit Insurance Act (FDI 
Act) (12 U.S.C. 1814, 1816, 1818, 1831o, 
1831p–1, 1831r–1, and 1835); and 12 U.S.C. 
3906–3909. 

(b) Purpose and scope of Part 208. The 
requirements of this part 208 govern 
State member banks and state banks 
applying for admission to membership 
in the Federal Reserve System (Sys-
tem) under section 9 of the Federal Re-
serve Act (Act), except for § 208.7, which 
also applies to certain foreign banks li-
censed by a State. This part 208 does 
not govern banks eligible for member-

ship under section 2 or 19 of the Act. 1 
Any bank desiring to be admitted to 
the System under the provisions of sec-
tion 2 or 19 should communicate with 
the Federal Reserve Bank with which 
it would like to become a member. 

(c) Purpose and scope of Subpart A. 
This Subpart A describes the eligibility 
requirements for membership of state- 
chartered banking institutions in the 
System, the general conditions im-
posed upon members, including capital 
and dividend requirements, as well as 
the requirements for establishing and 
maintaining branches. 

§ 208.2 Definitions. 
For the purposes of this part: 
(a) Board of Directors means the gov-

erning board of any institution per-
forming the usual functions of a board 
of directors. 

(b) Board means the Board of Gov-
ernors of the Federal Reserve System. 

(c) Branch. (1) Branch means any 
branch bank, branch office, branch 
agency, additional office, or any 
branch place of business that receives 
deposits, pays checks, or lends money. 
A branch may include a temporary, 
seasonal, or mobile facility that meets 
these criteria. 

(2) Branch does not include: 
(i) A loan origination facility where 

the proceeds of loans are not disbursed; 
(ii) An office of an affiliated or unaf-

filiated institution that provides serv-
ices to customers of the member bank 
on behalf of the member bank so long 
as the institution is not established or 
operated by the bank; 

(iii) An automated teller machine; 
(iv) A remote service unit; 
(v) A facility to which the bank does 

not permit members of the public to 
have physical access for purposes of 
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Federal Reserve System § 208.3 

2 A mutual savings bank not authorized to 
purchase Federal Reserve Bank stock may 
apply for membership evidenced initially by 
a deposit, but if the laws under which the 
bank is organized are not amended at the 
first session of the legislature after its ad-
mission to authorize the purchase, or if the 
bank fails to purchase the stock within six 
months of the amendment, its membership 
shall be terminated. 

making deposits, paying checks, or 
borrowing money (such as an office es-
tablished by the bank that receives de-
posits only through the mail); or 

(vi) A facility that is located at the 
site of, or is an extension of, an ap-
proved main office or branch. The 
Board determines whether a facility is 
an extension of an existing main or 
branch office on a case-by-case basis. 

(d) Capital stock and surplus means, 
unless otherwise provided in this part, 
or by statute, Tier 1 and Tier 2 capital 
included in a member bank’s risk-based 
capital (under the guidelines in appen-
dix A of this part) and the balance of a 
member bank’s allowance for loan and 
lease losses not included in its Tier 2 
capital for calculation of risk-based 
capital, based on the bank’s most re-
cent consolidated Report of Condition 
and Income filed under 12 U.S.C. 324. 

(e) Eligible bank means a member 
bank that: 

(1) Is well capitalized as defined in 
subpart D of this part; 

(2) Has a composite Uniform Finan-
cial Institutions Rating System (CAM-
ELS) rating of 1 or 2; 

(3) Has a Community Reinvestment 
Act (CRA) (12 U.S.C. 2906) rating of 
‘‘Outstanding’’ or ‘‘Satisfactory;’’ 

(4) Has a compliance rating of 1 or 2; 
and 

(5) Has no major unresolved super-
visory issues outstanding (as deter-
mined by the Board or appropriate Fed-
eral Reserve Bank in its discretion). 

(f) State bank means any bank incor-
porated by special law of any State, or 
organized under the general laws of 
any State, or of the United States, in-
cluding a Morris Plan bank, or other 
incorporated banking institution en-
gaged in a similar business. 

(g) State member bank or member bank 
means a state bank that is a member of 
the Federal Reserve System. 

§ 208.3 Application and conditions for 
membership in the Federal Reserve 
System. 

(a) Applications for membership and 
stock. (1) State banks applying for 
membership in the Federal Reserve 
System shall file with the appropriate 
Federal Reserve Bank an application 
for membership in the Federal Reserve 
System and for stock in the Reserve 

Bank, 2 in accordance with this part 
and § 262.3 of the Rules of Procedure, lo-
cated at 12 CFR 262.3. 

(2) Board approval. If an applying 
bank conforms to all the requirements 
of the Federal Reserve Act and this 
section, and is otherwise qualified for 
membership, the Board may approve 
its application subject to such condi-
tions as the Board may prescribe. 

(3) Effective date of membership. A 
State bank becomes a member of the 
Federal Reserve System on the date its 
Federal Reserve Bank stock is credited 
to its account (or its deposit is accept-
ed, if it is a mutual savings bank not 
authorized to purchase Reserve Bank 
stock) in accordance with the Board’s 
Regulation I (12 CFR part 209). 

(b) Factors considered in approving ap-
plications for membership. Factors given 
special consideration by the Board in 
passing upon an application are: 

(1) Financial condition and manage-
ment. The financial history and condi-
tion of the applying bank and the gen-
eral character of its management. 

(2) Capital. The adequacy of the 
bank’s capital in accordance with 
§ 208.4, and its future earnings pros-
pects. 

(3) Convenience and needs. The con-
venience and needs of the community. 

(4) Corporate powers. Whether the 
bank’s corporate powers are consistent 
with the purposes of the Federal Re-
serve Act. 

(c) Expedited approval for eligible 
banks and bank holding companies—(1) 
Availability of expedited treatment. The 
expedited membership procedures de-
scribed in paragraph (c)(2) of this sec-
tion are available to: 

(i) An eligible bank; and 
(ii) A bank that cannot be deter-

mined to be an eligible bank because it 
has not received CAMELS compliance 
or CRA ratings from a bank regulatory 
authority, if it is controlled by a bank 
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