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(based on full-time equivalent posi-
tions) will be held by low- and mod-
erate-income persons; and 

(F) Providing technical assistance, 
credit counseling, research, and pro-
gram development assistance to low- 
and moderate-income persons, small 
businesses, or nonprofit corporations 
to help achieve community develop-
ment; 

(2) The investment is permitted by 
state law; 

(3) The investment will not expose 
the member bank to liability beyond 
the amount of the investment; 

(4) The aggregate of all such invest-
ments of the member bank does not ex-
ceed the sum of five percent of its cap-
ital stock and surplus; 

(5) The member bank is well capital-
ized or adequately capitalized under 
§§ 208.43(b) (1) and (2); 

(6) The member bank received a com-
posite CAMELS rating of ‘‘1’’ or ‘‘2’’ 
under the Uniform Financial Institu-
tions Rating System as of its most re-
cent examination and an overall rating 
of ‘‘1’’ or ‘‘2’’ as of its most recent con-
sumer compliance examination; and 

(7) The member bank is not subject 
to any written agreement, cease-and- 
desist order, capital directive, prompt- 
corrective-action directive, or memo-
randum of understanding issued by the 
Board or a Federal Reserve Bank. 

(c) Notice to Federal Reserve Bank. Not 
more than 30 days after making an in-
vestment under paragraph (b) of this 
section, the member bank shall advise 
its Federal Reserve Bank of the invest-
ment, including the amount of the in-
vestment and the identity of the entity 
in which the investment is made. 

(d) Investments requiring Board ap-
proval. (1) With prior Board approval, a 
member bank may make public welfare 
investments under paragraph 23 of sec-
tion 9 of the Federal Reserve Act (12 
U.S.C. 338a), other than those specified 
in paragraph (b) of this section. 

(2) Requests for Board approval under 
this paragraph (d) shall include, at a 
minimum: 

(i) The amount of the proposed in-
vestment; 

(ii) A description of the entity in 
which the investment is to be made; 

(iii) An explanation of why the in-
vestment is a public welfare invest-

ment under paragraph 23 of section 9 of 
the Federal Reserve Act (12 U.S.C. 
338a); 

(iv) A description of the member 
bank’s potential liability under the 
proposed investment; 

(v) The amount of the member bank’s 
aggregate outstanding public welfare 
investments under paragraph 23 of sec-
tion 9 of the Federal Reserve Act; 

(vi) The amount of the member 
bank’s capital stock and surplus; and 

(vii) If the bank investment is not el-
igible under paragraph (b) of this sec-
tion, explain the reason or reasons why 
it is ineligible. 

(3) The Board shall act on a request 
under this paragraph (d) within 60 cal-
endar days of receipt of a request that 
meets the requirements of paragraph 
(d)(2) of this section, unless the Board 
notifies the requesting member bank 
that a longer time period will be re-
quired. 

(e) Divestiture of investments. A mem-
ber bank shall divest itself of an in-
vestment made under paragraph (b) or 
(d) of this section to the extent that 
the investment exceeds the scope of, or 
ceases to meet, the requirements of 
paragraphs (b)(1) through (b)(4) or para-
graph (d) of this section. The divesti-
ture shall be made in the manner speci-
fied in 12 CFR 225.140, Regulation Y, for 
interests acquired by a lending sub-
sidiary of a bank holding company or 
the bank holding company itself in sat-
isfaction of a debt previously con-
tracted. 

§ 208.23 Agricultural loan loss amorti-
zation. 

(a) Definitions. For purposes of this 
section: 

(1) Accepting official means: 
(i) The Reserve Bank in whose dis-

trict the bank is located; or 
(ii) The Director of the Division of 

Banking Supervision and Regulation in 
cases in which the Reserve Bank can-
not determine that the bank qualifies. 

(2) Agriculturally related other property 
means any property, real or personal, 
that the bank owned on January 1, 
1983, and any additional property that 
it acquired prior to January 1, 1992, in 
connection with a qualified agricul-
tural loan. For the purposes of para-
graph (d) of this section, the value of 
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such property shall include the amount 
previously charged off as a loss. 

(3) Participating bank means an agri-
cultural bank (as defined in 12 U.S.C. 
1823(j)(4)(A)) that, as of January 1, 1992, 
had a proposal for a capital restoration 
plan accepted by an accepting official 
and received permission from the ac-
cepting official, subject to paragraphs 
(d) and (e) of this section, to amortize 
losses in accordance with paragraphs 
(b) and (c) of this section. 

(4) Qualified agricultural loan means: 
(i) Loans that finance agricultural 

production or are secured by farm land 
for purposes of Schedule RC-C of the 
FFIEC Consolidated Report of Condi-
tion or such other comparable sched-
ule; 

(ii) Loans secured by farm machin-
ery; 

(iii) Other loans that a bank proves 
to be sufficiently related to agriculture 
for classification as an agricultural 
loan by the Board; and 

(iv) The remaining unpaid balance of 
any loans described in paragraphs (a)(4) 
(i), (ii) and (iii) of this section that 
have been charged off since January 1, 
1984, and that qualify for deferral under 
this section. 

(b)(1) Provided there is no evidence 
that the loss resulted from fraud or 
criminal abuse on the part of the bank, 
the officers, directors, or principal 
shareholders, a participating bank may 
amortize in its Reports of Condition 
and Income: 

(i) Any loss on a qualified agricul-
tural loan that the bank would be re-
quired to reflect in its financial state-
ments for any period between and in-
cluding 1984 and 1991; or 

(ii) Any loss that the bank would be 
required to reflect in its financial 
statements for any period between and 
including 1983 and 1991 resulting from a 
reappraisal or sale of agriculturally-re-
lated other property. 

(2) Amortization under this section 
shall be computed over a period not to 
exceed seven years on a quarterly 
straight-line basis commencing in the 
first quarter after the loan was or is 
charged off so as to be fully amortized 
not later than December 31, 1998. 

(c) Accounting for amortization. Any 
bank that is permitted to amortize 
losses in accordance with paragraph (b) 

of this section may restate its capital 
and other relevant accounts and ac-
count for future authorized deferrals 
and authorization in accordance with 
the instructions to the FFIEC Consoli-
dated Reports of Condition and Income. 
Any resulting increase in the capital 
account shall be included in capital 
pursuant to part 217 of this chapter. 

(d) Conditions of participation. In order 
for a bank to maintain its status as a 
participating bank, it shall: 

(1) Adhere to the approved capital 
plan and obtain the prior approval of 
the accepting official before making 
any modifications to the plan; 

(2) Maintain accounting records for 
each asset subject to loss deferral 
under the program that document the 
amount and timing of the deferrals, re-
payments, and authorizations; 

(3) Maintain the financial condition 
of the bank so that it does not deterio-
rate to the point where it is no longer 
a viable, fundamentally sound institu-
tion; 

(4) Make a reasonable effort, con-
sistent with safe and sound banking 
practices, to maintain in its loan port-
folio a percentage of agricultural 
loans, including agriculturally-related 
other property, not less than the per-
centage of such loans in its loan port-
folio on January 1, 1986; and 

(5) Provide the accepting official, 
upon request, with any information the 
accepting official deems necessary to 
monitor the bank’s amortization, its 
compliance with the conditions of par-
ticipation, and its continued eligi-
bility. 

(e) Revocation of eligibility for loss am-
ortization. The failure to comply with 
any condition in an acceptance, with 
the capital restoration plan, or with 
the conditions stated in paragraph (d) 
of this section, is grounds for revoca-
tion of acceptance for loss amortiza-
tion and for an administrative action 
against the bank under 12 U.S.C. 
1818(b). In addition, acceptance of a 
bank for loss amortization shall not 
foreclose any administrative action 
against the bank that the Board may 
deem appropriate. 
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9 A standby letter of credit does not in-
clude: (1) Commercial letters of credit and 
similar instruments, where the issuing bank 
expects the beneficiary to draw upon the 
issuer, and which do not guaranty payment 
of a money obligation; or (2) a guaranty or 
similar obligation issued by a foreign branch 
in accordance with and subject to the limita-
tions of 12 CFR part 211 (Regulation K). 

(f) Expiration date. The terms of this 
section will no longer be in effect as of 
January 1, 1999. 

[63 FR 37641, July 13, 1998, as amended by 
Reg. H, 78 FR 62282, Oct. 11, 2013] 

§ 208.24 Letters of credit and accept-
ances. 

(a) Standby letters of credit. For the 
purpose of this section, standby letters 
of credit include every letter of credit 
(or similar arrangement however 
named or designated) that represents 
an obligation to the beneficiary on the 
part of the issuer: 

(1) To repay money borrowed by or 
advanced to or for the account of the 
account party; or 

(2) To make payment on account of 
any evidence of indebtedness under-
taken by the account party; or 

(3) To make payment on account of 
any default by the party procuring the 
issuance of the letter of credit in the 
performance of an obligation. 9 

(b) Ineligible acceptance. An ineligible 
acceptance is a time draft accepted by 
a bank, which does not meet the re-
quirements for discount with a Federal 
Reserve Bank. 

(c) Bank’s lending limits. Standby let-
ters of credit and ineligible accept-
ances count toward member banks’ 
lending limits imposed by state law. 

(d) Exceptions. A standby letter of 
credit or ineligible acceptance is not 
subject to the restrictions set forth in 
paragraph (c) of this section if prior to 
or at the time of issuance of the credit: 

(1) The issuing bank is paid an 
amount equal to the bank’s maximum 
liability under the standby letter of 
credit; or 

(2) The party procuring the issuance 
of a letter of credit or ineligible ac-
ceptance has set aside sufficient funds 
in a segregated, clearly earmarked de-
posit account to cover the bank’s max-

imum liability under the standby let-
ter of credit or ineligible acceptance. 

[63 FR 37641, July 13, 1998, as amended by 
Reg. H, 78 FR 62282, Oct. 11, 2013] 

§ 208.25 Loans in areas having special 
flood hazards. 

(a) Purpose and scope—(1) Purpose. 
The purpose of this section is to imple-
ment the requirements of the National 
Flood Insurance Act of 1968 and the 
Flood Disaster Protection Act of 1973, 
as amended (42 U.S.C. 4001–4129). 

(2) Scope. This section, except for 
paragraphs (f) and (h) of this section, 
applies to loans secured by buildings or 
mobile homes located or to be located 
in areas determined by the Director of 
the Federal Emergency Management 
Agency to have special flood hazards. 
Paragraphs (f) and (h) of this section 
apply to loans secured by buildings or 
mobile homes, regardless of location. 

(b) Definitions. For purposes of this 
section: 

(1) Act means the National Flood In-
surance Act of 1968, as amended (42 
U.S.C. 4001–4129). 

(2) Building means a walled and 
roofed structure, other than a gas or 
liquid storage tank, that is principally 
above ground and affixed to a perma-
nent site, and a walled and roofed 
structure while in the course of con-
struction, alteration, or repair. 

(3) Community means a State or a po-
litical subdivision of a State that has 
zoning and building code jurisdiction 
over a particular area having special 
flood hazards. 

(4) Designated loan means a loan se-
cured by a building or mobile home 
that is located or to be located in a 
special flood hazard area in which flood 
insurance is available under the Act. 

(5) Director of FEMA means the Direc-
tor of the Federal Emergency Manage-
ment Agency. 

(6) Mobile home means a structure, 
transportable in one or more sections, 
that is built on a permanent chassis 
and designed for use with or without a 
permanent foundation when attached 
to the required utilities. The term mo-
bile home does not include a rec-
reational vehicle. For purposes of this 
section, the term mobile home means a 
mobile home on a permanent founda-
tion. The term mobile home includes a 
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