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12 CFR Ch. II (1–1–11 Edition) § 206.5 

1 As used in this part, the term ‘‘adequately 
capitalized’’ is similar but not identical to 
the definition of that term as used for the 
purposes of the prompt corrective action 
standards. See, e.g. 12 CFR part 208, subpart 
D. 

that the transactions are secured by 
government securities or readily mar-
ketable collateral, as defined in para-
graph (f) of this section, based on the 
current market value of the collateral; 

(2) The proceeds of checks and other 
cash items deposited in an account at a 
correspondent that are not yet avail-
able for withdrawal; 

(3) Quality assets, as defined in para-
graph (f) of this section, on which the 
correspondent is secondarily liable, or 
obligations of the correspondent on 
which a creditworthy obligor in addi-
tion to the correspondent is available, 
including but not limited to: 

(i) Loans to third parties secured by 
stock or debt obligations of the cor-
respondent; 

(ii) Loans to third parties purchased 
from the correspondent with recourse; 

(iii) Loans or obligations of third par-
ties backed by stand-by letters of cred-
it issued by the correspondent; or 

(iv) Obligations of the correspondent 
backed by stand-by letters of credit 
issued by a creditworthy third party; 

(4) exposure that results from the 
merger with or acquisition of another 
bank for one year after that merger or 
acquisition is consummated; and 

(5) The portion of the bank’s expo-
sure to the correspondent that is cov-
ered by federal deposit insurance. 

(e) Credit exposure of subsidiaries. In 
calculating credit exposure to a cor-
respondent under this part, a bank 
shall include credit exposure to the 
correspondent of any entity that the 
bank is required to consolidate on its 
Report of Condition and Income or 
Thrift Financial Report. 

(f) Definitions. As used in this section: 
(1) Government securities means obli-

gations of, or obligations fully guaran-
teed as to principal and interest by, the 
United States government or any de-
partment, agency, bureau, board, com-
mission, or establishment of the United 
States, or any corporation wholly 
owned, directly or indirectly, by the 
United States. 

(2) Readily marketable collateral means 
financial instruments or bullion that 
may be sold in ordinary circumstances 
with reasonable promptness at a fair 
market value determined by 
quotations based on actual trans-

actions on an auction or a similarly 
available daily bid- ask-price market. 

(3)(i) Quality asset means an asset: 
(A) That is not in a nonaccrual sta-

tus; 
(B) On which principal or interest is 

not more than thirty days past due; 
and 

(C) Whose terms have not been re-
negotiated or compromised due to the 
deteriorating financial conditions of 
the additional obligor. 

(ii) An asset is not considered a 
‘‘quality asset’’ if any other loans to the 
primary obligor on the asset have been 
classified as ‘‘substandard,’’ ‘‘doubtful,’’ 
or ‘‘loss,’’ or treated as ‘‘other loans spe-
cially mentioned’’ in the most recent 
report of examination or inspection of 
the bank or an affiliate prepared by ei-
ther a federal or a state supervisory 
agency. 

[Reg. F, 57 FR 60106, Dec. 18, 1992, as amended 
by Reg. F, 68 FR 53283, Sept. 10, 2003] 

§ 206.5 Capital levels of correspond-
ents. 

(a) Adequately capitalized correspond-
ents.1 For the purpose of this part, a 
correspondent is considered adequately 
capitalized if the correspondent has: 

(1) A total risk-based capital ratio, as 
defined in paragraph (e)(1) of this sec-
tion, of 8.0 percent or greater; 

(2) A Tier 1 risk-based capital ratio, 
as defined in paragraph (e)(2) of this 
section, of 4.0 percent or greater; and 

(3) A leverage ratio, as defined in 
paragraph (e)(3) of this section, of 4.0 
percent or greater. 

(b) Frequency of monitoring capital lev-
els. A bank shall obtain information to 
demonstrate that a correspondent is at 
least adequately capitalized on a quar-
terly basis, either from the most re-
cently available Report of Condition 
and Income, Thrift Financial Report, 
financial statement, or bank rating re-
port for the correspondent. For a for-
eign bank correspondent for which 
quarterly financial statements or re-
ports are not available, a bank shall 
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obtain such information on as frequent 
a basis as such information is avail-
able. Information obtained directly 
from a correspondent for the purpose of 
this section should be based on the 
most recently available Report of Con-
dition and Income, Thrift Financial 
Report, or financial statement of the 
correspondent. 

(c) Foreign banks. A correspondent 
that is a foreign bank may be consid-
ered adequately capitalized under this 
section without regard to the min-
imum leverage ratio required under 
paragraph (a)(3) of this section. 

(d) Reliance on information. A bank 
may rely on information as to the cap-
ital levels of a correspondent obtained 
from the correspondent, a bank rating 
agency, or other party that it reason-
ably believes to be accurate. 

(e) Definitions. For the purposes of 
this section: 

(1) Total risk-based capital ratio means 
the ratio of qualifying total capital to 
weighted risk assets. 

(2) Tier 1 risk-based capital ratio means 
the ratio of Tier 1 capital to weighted 
risk assets. 

(3) Leverage ratio means the ratio of 
Tier 1 capital to average total consoli-
dated assets, as calculated in accord-
ance with the capital adequacy guide-
lines of the correspondent’s primary 
federal supervisor. 

(f) Calculation of capital ratios. (1) For 
a correspondent that is a U.S. deposi-
tory institution, the ratios shall be cal-
culated in accordance with the capital 
adequacy guidelines of the correspond-
ent’s primary federal supervisor. 

(2) For a correspondent that is a for-
eign bank organized in a country that 
has adopted the risk-based framework 
of the Basel Capital Accord, the ratios 
shall be calculated in accordance with 
the capital adequacy guidelines of the 
appropriate supervisory authority of 
the country in which the correspondent 
is chartered. 

(3) For a correspondent that is a for-
eign bank organized in a country that 
has not adopted the risk-based frame-
work of the Basel Capital Accord, the 
ratios shall be calculated in accordance 
with the provisions of the Basel Capital 
Accord. 

[Reg. F, 57 FR 60106, Dec. 18, 1992, as amended 
by Reg. F, 68 FR 53283, Sept. 10, 2003] 

§ 206.6 Waiver. 

The Board may waive the application 
of § 206.4(a) of this part to a bank if the 
primary Federal supervisor of the bank 
advises the Board that the bank is not 
reasonably able to obtain necessary 
services, including payment-related 
services and placement of funds, with-
out incurring exposure to a cor-
respondent in excess of the otherwise 
applicable limit. 

PART 207—DISCLOSURE AND RE-
PORTING OF CRA-RELATED 
AGREEMENTS (REGULATION G) 

Sec. 
207.1 Purpose and scope of this part. 
207.2 Definition of covered agreement. 
207.3 CRA communications. 
207.4 Fulfillment of the CRA. 
207.5 Related agreements considered a sin-

gle agreement. 
207.6 Disclosure of covered agreements. 
207.7 Annual reports. 
207.8 Release of information under FOIA. 
207.9 Compliance provisions. 
207.10 Transition provisions. 
207.11 Other definitions and rules of con-

struction used in this part. 

AUTHORITY: 12 U.S.C. 1831y. 

SOURCE: Reg. G, 66 FR 2092, Jan. 10, 2001, 
unless otherwise noted. 

§ 207.1 Purpose and scope of this part. 
(a) General. This part implements 

section 711 of the Gramm-Leach-Bliley 
Act (12 U.S.C. 1831y). That section re-
quires any nongovernmental entity or 
person, insured depository institution, 
or affiliate of an insured depository in-
stitution that enters into a covered 
agreement to— 

(1) Make the covered agreement 
available to the public and the appro-
priate Federal banking agency; and 

(2) File an annual report with the ap-
propriate Federal banking agency con-
cerning the covered agreement. 

(b) Scope of this part. The provisions 
of this part apply to— 

(1) State member banks and their 
subsidiaries; 

(2) Bank holding companies; 
(3) Affiliates of bank holding compa-

nies, other than banks, savings associa-
tions and subsidiaries of banks and sav-
ings associations; and 
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