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§25.45

notice for branch offices. Only an in-
sured national bank that is an affiliate
of a holding company shall include the
next to the last sentence of the notices.
An insured national bank shall include
the last sentence of the notices only if
it is an affiliate of a holding company
that is not prevented by statute from
acquiring additional banks. Only a sav-
ings association that is an affiliate of a
holding company shall include the last
two sentences of the notices.

§25.45 Publication of planned exam-
ination schedule.

The appropriate Federal banking
agency publishes at least 30 days in ad-
vance of the beginning of each calendar
quarter a list of banks and savings as-
sociations scheduled for CRA examina-
tions in that quarter.

Subpart D—Transition Provisions

§25.51 Consideration of Bank Activi-
ties.

(a) In assessing a bank’s CRA per-
formance, the appropriate Federal
banking agency will consider any loan,
investment, or service that was eligible
for CRA consideration at the time the
bank conducted the activity.

(b) Notwithstanding paragraph (a), in
assessing a bank’s CRA performance,
the appropriate Federal banking agen-
cy will consider any loan or investment
that was eligible for CRA consideration
at the time the bank entered into a le-
gally binding commitment to make the
loan or investment.

§25.52 Strategic Plan Retention.

A bank or savings association stra-
tegic plan approved by the appropriate
Federal banking agency and in effect
as of December 31, 2021, remains in ef-
fect, except that provisions of the plan
that are not consistent with this part
in effect as of January 1, 2022, are void,
unless amended pursuant to §25.27.

Subpart E—Prohibition Against Use
of Interstate Branches Pri-
marily for Deposit Production

§25.61 Purpose and scope.

(a) Purpose. The purpose of this sub-
part is to implement section 109 (12

12 CFR Ch. | (1-1-23 Edition)

U.S.C. 1835a) of the Riegle-Neal Inter-
state Banking and Branching Effi-
ciency Act of 1994 (Interstate Act).

(b) Scope. (1) This subpart applies to
any national bank that has operated a
covered interstate branch for a period
of at least one year, and any foreign
bank that has operated a covered inter-
state branch that is a Federal branch
for a period of at least one year.

(2) This subpart describes the re-
quirements imposed under 12 U.S.C.
1835a, which requires the appropriate
Federal banking agencies (the OCC, the
Board of Governors of the Federal Re-
serve System, and the FDIC) to pre-
scribe uniform rules that prohibit a
bank from using any authority to en-
gage in interstate branching pursuant
to the Interstate Act, or any amend-
ment made by the Interstate Act to
any other provision of law, primarily
for the purpose of deposit production.

§25.62 Definitions.

For purposes of this subpart, the fol-
lowing definitions apply:

(a) Bank means, unless the context
indicates otherwise:

(1) A national bank; and

(2) A foreign bank as that term is de-
fined in 12 U.S.C. 3101(7) and 12 CFR
28.11(1).

(b) Covered interstate branch means:

(1) Any branch of a national bank,
and any Federal branch of a foreign
bank, that:

(i) Is established or acquired outside
the bank’s home State pursuant to the
interstate branching authority granted
by the Interstate Act or by any amend-
ment made by the Interstate Act to
any other provision of law; or

(ii) Could not have been established
or acquired outside of the bank’s home
State but for the establishment or ac-
quisition of a branch described in para-
graph (b)(1)(i) of this section; and

(2) Any bank or branch of a bank con-
trolled by an out-of-State bank holding
company.

(c) Federal branch means Federal
branch as that term is defined in 12
U.S.C. 3101(6) and 12 CFR 28.11(h).

(d) Home State means:

(1) With respect to a State bank, the
State that chartered the bank;
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(2) With respect to a national bank,
the State in which the main office of
the bank is located;

(3) With respect to a bank holding
company, the State in which the total
deposits of all banking subsidiaries of
such company are the largest on the
later of:

(i) July 1, 1966; or

(ii) The date on which the company
becomes a bank holding company
under the Bank Holding Company Act;

(4) With respect to a foreign bank:

(i) For purposes of determining
whether a U.S. branch of a foreign
bank is a covered interstate branch,
the home State of the foreign bank as
determined in accordance with 12
U.S.C. 3103(c) and 12 CFR 28.11(n); and

(ii) For purposes of determining
whether a branch of a U.S. bank con-
trolled by a foreign bank is a covered
interstate branch, the State in which
the total deposits of all banking sub-
sidiaries of such foreign bank are the
largest on the later of:

(A) July 1, 1966; or

(B) The date on which the foreign
bank becomes a bank holding company
under the Bank Holding Company Act.

(e) Host State means a State in which
a covered interstate branch is estab-
lished or acquired.

(f) Host state loan-to-deposit ratio gen-
erally means, with respect to a par-
ticular host state, the ratio of total
loans in the host state relative to total
deposits from the host state for all
banks (including institutions covered
under the definition of ‘“‘bank’ in 12
U.S.C. 1813(a)(1)) that have that state
as their home state, as determined and
updated periodically by the appro-
priate Federal banking agencies and
made available to the public.

(g) Out-of-State bank holding company
means, with respect to any State, a
bank holding company whose home
State is another State.

(h) State means state as that term is
defined in 12 U.S.C. 1813(a)(3).

(1) Statewide loan-to-deposit ratio
means, with respect to a bank, the
ratio of the bank’s loans to its deposits
in a state in which the bank has one or
more covered interstate branches, as
determined by the OCC.

§25.64

§25.63 Loan-to-deposit ratio screen.

(a) Application of screen. Beginning no
earlier than one year after a covered
interstate branch is acquired or estab-
lished, the OCC will consider whether
the bank’s statewide loan-to-deposit
ratio is less than 50 percent of the rel-
evant host State loan-to-deposit ratio.

(b) Results of screen. (1) If the OCC de-
termines that the bank’s statewide
loan-to-deposit ratio is 50 percent or
more of the host state loan-to-deposit
ratio, no further consideration under
this subpart is required.

(2) If the OCC determines that the
bank’s statewide loan-to-deposit ratio
is less than 50 percent of the host state
loan-to-deposit ratio, or if reasonably
available data are insufficient to cal-
culate the bank’s statewide loan-to-de-
posit ratio, the OCC will make a credit
needs determination for the bank as
provided in §25.64.

§25.64 Credit needs determination.

(a) In general. The OCC will review
the loan portfolio of the bank and de-
termine whether the bank is reason-
ably helping to meet the credit needs
of the communities in the host state
that are served by the bank.

(b) Guidelines. The OCC will use the
following considerations as guidelines
when making the determination pursu-
ant to paragraph (a) of this section:

(1) Whether covered interstate
branches were formerly part of a failed
or failing depository institution;

(2) Whether covered interstate
branches were acquired under cir-
cumstances where there was a low
loan-to-deposit ratio because of the na-
ture of the acquired institution’s busi-
ness or loan portfolio;

(3) Whether covered interstate
branches have a high concentration of
commercial or credit card lending,
trust services, or other specialized ac-
tivities, including the extent to which
the covered interstate branches accept
deposits in the host state;

(4) The CRA ratings received by the
bank, if any;

(5) Economic conditions, including
the level of loan demand, within the
communities served by the covered
interstate branches;

(6) The safe and sound operation and
condition of the bank; and
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§25.65

(7) The OCC’s CRA regulations (sub-
parts A through D of this part) and in-
terpretations of those regulations.

§25.65 Sanctions.

(a) In general. If the OCC determines
that a bank is not reasonably helping
to meet the credit needs of the commu-
nities served by the bank in the host
state, and that the bank’s statewide
loan-to-deposit ratio is less than 50 per-
cent of the host state loan-to-deposit
ratio, the OCC:

(1) May order that a bank’s covered
interstate branch or branches be closed
unless the bank provides reasonable as-
surances to the satisfaction of the OCC,
after an opportunity for public com-
ment, that the bank has an acceptable
plan under which the bank will reason-
ably help to meet the credit needs of
the communities served by the bank in
the host state; and

(2) Will not permit the bank to open
a new branch in the host state that
would be considered to be a covered
interstate branch unless the bank pro-
vides reasonable assurances to the sat-
isfaction of the OCC, after an oppor-
tunity for public comment, that the
bank will reasonably help to meet the
credit needs of the community that the
new branch will serve.

(b) Notice prior to closure of a covered
interstate branch. Before exercising the
OCC’s authority to order the bank to
close a covered interstate branch, the
OCC will issue to the bank a notice of
the OCC’s intent to order the closure
and will schedule a hearing within 60
days of issuing the notice.

(c) Hearing. The OCC will conduct a
hearing scheduled under paragraph (b)
of this section in accordance with the
provisions of 12 U.S.C. 1818(h) and 12
CFR part 19.

APPENDIX A TO PART 25—RATINGS

(a) Ratings in general. (1) In assigning a rat-
ing, the appropriate Federal banking agency
evaluates a bank’s or savings association’s
performance under the applicable perform-
ance criteria in this part, in accordance with
§§25.21 and 25.28. This includes consideration
of low-cost education loans provided to low-
income borrowers and activities in coopera-
tion with minority- or women-owned finan-
cial institutions and low-income credit
unions, as well as adjustments on the basis

12 CFR Ch. | (1-1-23 Edition)

of evidence of discriminatory or other illegal
credit practices.

(2) A bank’s or savings association’s per-
formance need not fit each aspect of a par-
ticular rating profile in order to receive that
rating, and exceptionally strong perform-
ance with respect to some aspects may com-
pensate for weak performance in others. The
bank’s or savings association’s overall per-
formance, however, must be consistent with
safe and sound banking practices and gen-
erally with the appropriate rating profile as
follows.

(b) Banks and savings associations evaluated
under the lending, investment, and Sservice
tests—(1) Lending performance rating. The ap-
propriate Federal banking agency assigns
each bank’s or savings association’s lending
performance one of the five following rat-
ings.

(i) Outstanding. The appropriate Federal
banking agency rates a bank’s or savings as-
sociation’s lending performance ‘‘out-
standing”’ if, in general, it demonstrates:

(A) Excellent responsiveness to credit
needs in its assessment area(s), taking into
account the number and amount of home
mortgage, small business, small farm, and
consumer loans, if applicable, in its assess-
ment area(s);

(B) A substantial majority of its loans are
made in its assessment area(s);

(C) An excellent geographic distribution of
loans in its assessment area(s);

(D) An excellent distribution, particularly
in its assessment area(s), of loans among in-
dividuals of different income levels and busi-
nesses (including farms) of different sizes,
given the product lines offered by the bank
or savings association;

(E) An excellent record of serving the cred-
it needs of highly economically disadvan-
taged areas in its assessment area(s), low-in-
come individuals, or businesses (including
farms) with gross annual revenues of $1 mil-
lion or less, consistent with safe and sound
operations;

(F) Extensive use of innovative or flexible
lending practices in a safe and sound manner
to address the credit needs of low- or mod-
erate-income individuals or geographies; and

(G) It is a leader in making community de-
velopment loans.

(ii) High satisfactory. The appropriate Fed-
eral banking agency rates a bank’s or sav-
ings association’s lending performance ‘‘high
satisfactory’ if, in general, it demonstrates:

(A) Good responsiveness to credit needs in
its assessment area(s), taking into account
the number and amount of home mortgage,
small business, small farm, and consumer
loans, if applicable, in its assessment area(s);

(B) A high percentage of its loans are made
in its assessment area(s);

(C) A good geographic distribution of loans
in its assessment area(s);
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