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For imedi ate rel ease Sept enber 27, 1999

The Federal Reserve Board announced today its approval
of the application of Caixa Geral de Depdsitos S. A, Lisbon,
Portugal, to establish a state-licensed branch in New York,

New Yor K.

Attached is the Board’s Order relating to this action.

At t achment



FEDERAL RESERVE SYSTEM

Cai xa CGeral de Depésitos S A
Li sbon, Port ugal

Order Approving Establishnment of a Branch

Cai xa Ceral de Depésitos S. A ("Bank"), Lisbon,
Portugal, a foreign bank within the neaning of the International
Banki ng Act ("IBA"), has applied under section 7(d) of the |IBA
(12 U. S.C. 8 3105(d)) to establish a state-licensed branch in
New Yor k, New York. The Foreign Bank Supervision Enhancenent Act
of 1991 ("FBSEA'), which anmended the |IBA, provides that a foreign
bank nust obtain the approval of the Board to establish a branch
in the United States.

Notice of the application, affording interested persons
an opportunity to submt comments, has been published in a
newspaper of general circulation in New York, New York (The
New York Tinmes, April 7, 1999). The time for filing coments has
expired, and all comrents have been consi dered.

Bank, with assets of approximtely $57 billion as of
year-end 1998, is the | argest banking organi zation in Portugal.
Founded in 1876 to serve as the tax collector for the State of
Portugal, Bank is now a full-service financial institution that
is wholly owned by the Portuguese State. Wthin Portugal, Bank
has one bank subsidi ary, several nonbank subsidiaries, and nore
t han 500 branches. Qutside Portugal, Bank has branches in
France, Luxenbourg, and Cape Verde and representative offices in
several countries. Bank also controls three banks in Spain, two

in Brazil, and one in each of Mdzanbi que and France. One of
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Bank's Brazilian subsidiaries, Banco Bandeirantes S. A, has a
branch in New York and a representative office in Mam . Bank
has no ot her banki ng or nonbanking operations in the United
St at es.

Through the proposed branch, Bank intends to provide
services to conpani es seeking to do business wth a Portuguese
bank in New York and to banks in Portuguese-speaking countries
that do not have a U S. presence. The branch al so would provide
U.S. -dollar products and services to Bank's affiliates.

In order to approve an application by a foreign bank to
establish a branch in the United States, the IBA and Regul ation K
require the Board to determ ne that the foreign bank applicant
engages directly in the business of banking outside the United
States and has furnished to the Board the information it needs to
assess the application adequately. The Board generally al so nust
determ ne that the foreign bank is subject to conprehensive
supervision or regulation on a consolidated basis by its hone
country supervisor.¥ The Board al so may take into account
addi ti onal standards as set forth in the | BA and Regul ation K ¢

Bank engages directly in the business of banking
outside the United States through its banking operations in
Portugal and el sewhere. Bank al so has provided the Board with
the informati on necessary to assess the application through

subm ssions that address the rel evant issues.

Y See 12 U.S.C. § 3105(d)(2).
2 See 12 U.S.C. § 3105(d)(3), (4): 12 C.F.R 211.24(c).
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Regul ation K provides that a foreign bank will be
considered to be subject to conprehensive supervision or
regul ation on a consolidated basis if the Board determ nes that
the bank is supervised and regulated in such a nanner that its
home country supervi sor receives sufficient information on the
wor | dwi de operations of the bank, including its relationship to
any affiliates, to assess the bank's overall financial condition
and its conpliance with | aw and regul ation.¥ The Board has made
the followng findings with regard to the supervision of Bank.

Supervi sion of Portuguese credit institutions,
i ncludi ng Bank, is the responsibility of the Bank of Portugal,
Portugal’s central bank. The Bank of Portugal requires Bank to
submt a sem annual consolidated financial statenent and an
annual report on a consolidated and nonconsol i dated basis. Bank
al so nust submt nonthly and/or quarterly information on solvency
and liquidity, risk exposure, adm nistrative organization, and

forei gn branches. The Bank of Portugal conducts on-site

8 See 12 CF.R 211.24(c)(1). In assessing this standard,
the Board considers, anong other factors, the extent to which the
home country supervisors: (i) ensure that the bank has adequate
procedures for nmonitoring and controlling its activities
wor |l dwi de; (ii) obtain information on the condition of the bank
and its subsidiaries and offices through regul ar exam nation
reports, audit reports, or otherwise; (iii) obtain information on
the dealings with and rel ati onship between the bank and its
affiliates, both foreign and donestic; (iv) receive fromthe bank
financial reports that are consolidated on a worl dw de basis, or
conparable information that permts analysis of the bank's
financial condition on a worldw de consoli dated basis;

(v) evaluate prudential standards, such as capital adequacy and
ri sk asset exposure, on a worldw de basis. These are indicia of
conpr ehensi ve, consolidated supervision; no single factor is
essential and other elenents may informthe Board's

determ nation
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i nspections of Bank and its donestic financial subsidiaries.?
Previ ous exam nations of Bank have included reviews of risk
concentration, risk managenent, credit quality, credit approval
systens, internal audit procedures, accounting control, and
capital ratios.

Control of Bank’s operations, inplenmented through
borrower, counterparty, issuer, and country limts, is subject to
oversight by Bank’s head office. Meetings between head office
managenent and managenent of Bank’s subsidiaries and foreign
of fices occur on a regular basis, and the head office al so
nmonitors the budgetary outlay for these operations. Bank’s
central auditing departnent annually prepares an auditing plan to
which all offices and subsidiaries nust conform The results of
all internal audits are provided to the Bank of Portugal in an
annual report on Bank’s internal control systens, which is
suppl enment ed by ongoi ng contact between Bank’s managenent and
staff of the Bank of Portugal.

Bank’s total exposure to its affiliates or to any
particular client or group of connected clients may not exceed a
certain percentage of Bank’s capital. Such |arge exposures nust

be reported to the Bank of Portugal .

4  Foreign subsidiaries of Bank are directly supervised by
the conpetent authorities in their respective host states.
Bank’ s donestic insurance subsidiary is supervised by the
Portuguese I nsurance Institute, which is required by law to
submt to the Bank of Portugal any information necessary for the
consol i dat ed supervi si on of Bank.
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An annual audit is conducted by independent external
auditors on Bank’s activities and policies, both donestic and
foreign. In addition, Bank has a statutory auditor that issues a
nmont hl y opinion on Bank’s accounts. These external audit reports
are made avail able to the Bank of Portugal, and external auditors
are under a statutory duty to report to the Bank of Portugal any
facts that mght constitute a serious breach of the |aw, affect
t he continuous functioning of the credit institution, or lead the
auditor to express reservations on or to refuse to certify the
accounts.

Bank al so is subject to an annual inspection conducted
by the Tribunal de Contas, an independent court that is part of
the judicial branch of the Portuguese governnent. The Tri bunal
de Contas reviews and audits state-owned conpanies and state
holdings in private [imted conpanies. The aimof the Tribunal
de Contas is to safeguard against any inpropriety involving the
use of state funds and to guarantee the application of sound
managenent practices and internal control procedures.

Based on all the facts of record, the Board concl udes
that Bank is subject to conprehensive supervision on a
consol idated basis by its home country supervisor.

The Board has taken into account the additional
standards set forth in the IBA and in Regulation K ¥ Bank has
provi ded the Board with the informati on necessary to assess the

application through subm ssions that address the rel evant issues.

¥ See 12 U.S.C. & 3105(d)(3), (4): 12 C.F.R 211.24(c)(2).



- b -
In addition, the Bank of Portugal has granted Bank approval to
establish the proposed branch.

Portugal 's risk-based capital standards conformto E U
capi tal standards which are consistent with those established by
the Basle Capital Accord. Bank's capital exceeds the m ni mum
| evel s that would be required by the Basle Capital Accord and is
consi dered equivalent to capital that would be required of a
U. S. banking organi zation. Managerial and other financi al
resources of Bank al so are consistent with approval, and Bank
appears to have the experience and capacity to support the
proposed branch. 1In addition, Bank has established controls and
procedures in the branch to ensure conpliance with applicable
U S law, and controls and procedures for its worl dw de
operations generally.

Finally, the Board has reviewed the restrictions on
di sclosure in relevant jurisdictions in which Bank operates and
has communi cated with rel evant government authorities about
access to information. Bank has commtted to nake available to
the Board such information on the operations of Bank and any
affiliate of Bank that the Board deens necessary to determ ne and
enforce conpliance with the I BA, the Bank Hol di ng Conpany Act,
and other applicable federal law. To the extent that the
provi sion of such informati on may be prohi bited or inpeded by |aw
or otherw se, Bank has conmtted to cooperate with the Board to
obtai n any necessary consents or waivers that m ght be required

fromthird parties in connection with disclosure of certain
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information. In addition, subject to certain conditions, the
Bank of Portugal may share information on Bank's operations with
ot her supervisors, including the Board. 1In light of these

comm tnents and other facts of record, and subject to the
condition described bel ow, the Board has concl uded that Bank has
provi ded adequat e assurances of access to any necessary
informati on the Board may request.

On the basis of all the facts of record, and subject to
the comm tnents nmade by Bank and the terns and conditions set
forth in this order, the Board has determ ned that Bank's
application to establish a state-licensed branch in New York
shoul d be, and hereby is, approved. Should any restrictions on
access to information on the operations or activities of Bank or
any of its affiliates subsequently interfere with the Board's
ability to determ ne and enforce conpliance by Bank or its
affiliates wth applicable federal statutes, the Board may
require or recommend term nation of any of Bank's direct or
indirect activities in the United States. Approval of this
application also is specifically conditioned on Bank's conpliance
with the commitnents nmade in connection with this application and

with the conditions in this order.¥ The commitnents and

8 The Board's authority to approve the establishnent of
the proposed office parallels the continuing authority of the
State of New York to license offices of a foreign bank. The
Board's approval of this application does not supplant the
authority of the State of New York and its agent, the New York
St at e Banki ng Departnment, to |icense the proposed office of Bank
in accordance with any ternms or conditions that the New York
St at e Banki ng Departnment may i npose.
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conditions referred to above are conditions inposed in witing by
the Board in connection with its decision and may be enforced in
proceedi ngs agai nst Bank, its offices, and its affiliates under
applicable | aw.
By order of the Board of Governors,Z effective

Sept enber 27, 1999.

(si gned)

Robert deV. Frierson
Associ ate Secretary of the Board

Z Voting for this action: Chairman G eenspan and
Governors Kell ey, Meyer, Ferguson, and G anlich.



