HOME OWNERS’ LOAN ACT

(48 Stat. 128; 12 U.S.C. 1461 et seq.)

AN ACT To previde emergency relief with respect to home mortgage indebtedness,
to refinance home mortgages, to extend relief to the owners of homes occupied by
them and who are unable to amortize their debt elsewhere, to amend the Federal
Home Loan Bank Act, to increase the market for obligations of the United States
and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

SECTION 1. [12 U.S.C. 1461] SHORT TITLE AND TABLE OF CONTENTS
This Act may be cited as the “Home Owners’ Loan Act”,

TABLE OF CONTENTS
. 8hort title and table of contents
Definitions.
Director of the Office of Thnﬁ Supervision,
Supervision of savings associations.
Federal savings associations.
Liquid asset mqmremants 1
. Applicability.
District associations.
. Examination fees,
0 Regulation of holdin companies.
1. Transactions with iates; extensions of credit to executive oﬂicars. direc-
tors, and principal shareholders.
12, Advertising. -
13. Powers of examiners.
14. Separability provigion.

SEC. 2. [12 U.8.C. 1482] DEFINITIONS.
For purposes of this Act—

(1) DIRECTOR.—The term “Director” means the Director of
the Office of Thrift Supervision.

(2) CORPORATION.—The term “Corporation” means the
Federal Deposit Insurance Corporation.

, (3) OFFICE.—The term “Office” means the Office of Thrift
Supervision. .

(4) SAVINGS ASSOCIATION.—The term “savmgs association”
means a savings association, as defined in section 3 of the Fed-
eral Deposit Insurance Act, the deposits of which are insured
by the Corporation. .. - .

(5) FEDERAL SBAVINGS ASSOCIATION.—The term “Federal
savings association” means a Federal savings association or a
Federal savings bank chartered under section 5 of this Act.

Labod

ﬁ”ﬁ"? ??????????E’

18ection 6 was repealed by section 1201(a) of the Financial Regulatory Relief and Economic
Efficiency Act of 2000 (114 Stat. 8032) without making a conforming amendment s’mhng the
item relating to such section in the table of contents, .
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(6) NATIONAL BANK~—The term “national bank” has the
same meaning as in section 3 of the Federal Deposit Insurance

(7) FEDERAL BANKING AGENCIES.—The term “Federal bank-
ing agencies” means the Office of the Comptroller of the Cur-
rency, the Board of ‘Governors of the Federal Reserve System,
and the Federal Deposit Insurance Corporation.

(8) STATE.—The term “State” has the same meaning as in
section 3 of the Federal Deposit Insurance Act.

(9) AFFILIATE.—The term “affiliate” means any person that
-controls, is controlled by, or is under common control with, a
savings association, except as provided in section 10,

SEC. 3. [12 U‘.?I.s(%blr%ﬁ2a] DIRECTOR OF THE OFFICE OF THRIFT SUPER-

(a) ESTABLISHMENT OF OFFICE.—There i3 established the Office
of Thrift Supervision, which shall be an office in the Department
of the Treasury: o

(b) ESTABLISHMENT OF POSITION OF DIRECTOR.—

(1) IN GENERAL—There is established the position of the
Director of the Office of Thrift Supervision, who shall be the
head of the Office of Thrift Supervision and shall be subject to
the general oversight of the Secretary of the Treasury.

(2) AUTHORITY TO PRESCRIBE REGULATIONS.—The Director
may prescribe such regulations and issue such orders as the
Director may determine to be necessary for carrying out this
Act and all other laws within the Director’s jurisdiction. :

(3) AUTONOMY OF DIRECTOR.—The Secretary of the Treas-
ury may not intervene in any matter or proceeding before the
Director (including agency enforcement actions) unless other-
wise sgeciﬁcally provided by law.

(4) BANKING AGENCY RULEMAKING.—The Secretary of the
Treasury may not delay or prevent the issuance of any rule or
the promulgation of any regulation by the Director.

{c) APPOINTMENT; TERM.-—

(1) APPOINTMENT.—The Director shall be appointed by the
President, by and with the advice and consent of the Senate,
from among individuals who are citizens of the United States.

(2) TERM.—The Director shall be appointed for a term of
b years.

(3) Vacancy.—A vacancy in the position of Director which
occurs before the expiration of the term for which a Director
was appointed shall be filled in the manner established in
paragraph (1) and the Director appointed to fill such vacancy
shall be appointed only for the remainder of such term.,

{4) SERVICE AFTER END OF TERM.—An individual may serve
as Director after the expiration of the term for which appointed
until a successor Director has been appointed. .

(5} TRANSITIONAL PROVISION.—Notwithstanding para-

aphs (1) and (2), the Chairman of the Federal Home

ank Board on the date of enactment of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989, shall be
the Director until the date on which that individual’s term as

Chairrcrllan of the Federal Home Loan Bank Board would have

expired.
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(d) PROHIBITION ON FINANCIAL INTERESTS.—The Director shall
not have a direct or indirect financial interest in any insured
depository institution, as defined in section 3 of the Federal De-
posit Insurance Act, : :

~.(e) POWERS -OF THE DIRECTOR.—The Director shall have all
powers which— : : SR o

(1) -were vested in the Federal Home Loan Bank Board (in

the Board’s. capacity as such) or the Chairman of such Board
- on the day before the date of the enactment of the Financial

Insc{:itutions Reform, Recovery, and Enforcement Act: of 1989;

an, . .

(2) were not— T

- . (A) transferred to the Federal Deposit Insurance Cor-

paration, the Federal Houging Finance Board, the Resolu-

- tion-Trust Corporation, or the Federal Home Loan Mort-
gage Corporation  pursuant to any amendment made by

-puch Act; or - : '

{B) established under any provision.of law repealed by
- puch Act, - . «

(f) STaTE HOMESTEAD PROVISIONS.—No provision of this Act or
any other provision of law administered by the Director shall be
construed as superseding any homestead provision of any State
constitution, including any implementing State statute, in effect on
the date of enactment of the Riegle-Neal Interstate Banking and
Branching Efficiency Act of 1994, or any subsequent amendment to
such a State constitutional or statutory provision in effect on such
date, that exempts the homestead of any person from foreclosure,
or forced sale, for the payment of all debts, other than a purchase
money obligation relating to the homestead, taxes due on the
homestead, or an obligation arising from work and material used
in constructing improvements on the homestead. '

(g) ANNUAL REPORT REQUIRED.—The Director shall make an
annual report to the Congress. Such report shall include— '

(1) a description of any changes the Director has made or
is considering making in the district offices of the Office, in-
cluding a description of the geographic allocation of the Office’s
resources and personnel used to carry out examination and
supervigion functions; and

(2) a description- of actions taken to carry out section 308
of the Financial Institutions Reform, Recovery, and Enforce-
ment Act of 1989.. : : .

(h) STAFF.— .-

(1) APPOINTMENT AND COMPENSATION.—The Director shall
fix the compensation and number of, and appoint and direct,
all employees of the Office of Thrift Supervision notwith-
standing section 301(f)(1) of title 31, United States Code. Such
compensation shall be paid without regard to the provisions of
céther laws applicable to officers or employees of the United

tates. ‘

(2) RATES OF BASIC PAY.—Rates of bagic pay for employees
of the Office may be set and adjusted by the Director without
regard to the provisions of chapter 51 or subchapter III of
chapter 53 of title 5, United States Code.
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(3) ADDITIONAL COMPENSATION AND BENEFITS.--The Direc- -
tor may provide additional compensation and benefits to em-
ployees of the Office if the same type of compensation or bene-
fits are then being provided by any Federal banking agency or,
if not then being provided, could be provided by such an agency
under applicable provisions of law, rule, or regulation. In set-
ting and -adjusting the total amount of compensation and bene-
fits for employees: of the Office, the Director shall consult, and
seek to maintain comparability ‘with, the Federal banking
agencies, : :

(4) DELEGATION AUTHORITY.—

(&) IN GENERAL.—The Director may—

(i) designate who shall act as Director in the
Director’s absence; and -

(ii) delegate to any employee, representative, or
agent any power of the Director.

(B) LmnTATIONS.—Notwithstanding subparagraph

(AXii), the Director shall not, directly or indirectly—

@i) after October 10, 1989, delegate to any Federal
home lean bank or to any officer, ‘director, or employee
of a Federal home loan bank, any power involving
examining, supervising, taking enforcement action
with respect to, or otherwise regulating any savings
association, savings and loan holding company, or
other person subject to regulation by the Director; or

- (ii) delegate the Director’s authority to serve as a
member of the Corporation’s Board of Directors.

(i) FuNDING THROUGH ASSESSMENTS.—The compensation of the
Director and cther employees of the Office and all other expenses
thereof may be paid from assessments levied under this Act. :

(i) GAO AUDIT.—The Director shall make available to the
Comptroller General of the United States all books and records
necessary to audit all of the activities of the Office of Thrift Super-
vision.

SEC. 4. [12 U.S.C. 1463) SUPERVISION OF SAVINGS ASSOCIATIONS.

(a) FEDERAL SAVINGS ASSOCIATIONS.—

_ (1) IN GENERAL.—The Director shall provide for the exam-
ination, safe and sound operation, and regulation of savings
associations. :

(2) REGULATIONS.—The Director may issue such regula-
tions as the Director determines to be appropriate to carry out
the responsibilities of the Director or the Office,

(3) SAFE AND SOUND HOUSING CREDIT TO BE ENCOUR-
AGED.—The Director shall exercise all powers granted to the
Director under this Act so as to encourage savings associations
to provide credit for housing safely and soundly.

(b) ACCOUNTING AND DISCLOSURE.—

(1) IN GENERAL.—The Director shall, by regulation, pre-
scribe uniform accounting and disclosure standards for savings
associations, to be used in determining savings associations’
compliance with all applicable regulations.
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. {2) SPECIFIC: REQUIREMENTS FOR ACCOUNTING STAND-
ARDS.—Subject to section 5(t), the uniform accounting stand-
ards prescribed under- paragraph (1) shall—

(A) incorporate - generally accepted accounting prin-
ciples to the same degree that such principles are used to
determine compliance with' regulations ‘prescribed by the
Federal banking agencies; -

(B) allow for no deviation from full compliance with
suc(:lh standards a8 are in effect after December 31, 1993;
an
Q) prior to January 1, 11994, require full compliance
'by savings associations w1th accountmg standards in effect

- gt any time before such date not later than provided under

the schedule in section 563.23—3 of title 12, Code of Fed-
eral Regulations (as in effect on May 1, 198_9).
" {3) AUTHORITY TO PRESCRIBE MORE STRINGENT ACCOUNTING
STANDARDS.~—The Director may at any time prescribe account-
ing standards more, stringent than required under paragraph
(2) if the Director determines that the more stringent stand-
ards are necessary to ensure the safe and sound operation of
savings associations.
. {c) BTRINGENCY OF STANDARDS.—AIl regulations and policies of
the Director governing the safe and sound. operation of savings
associations, including regulations and policies governing asset
classification and. appraisals, shall be no less stringent than.those .
established by the Comptroller of the Currency for national banks.
" {(d) INVESTMENT OF CERTAIN FUNDS.IN ACCOUNTS OF SAVINGS
ASSOCIATIONS.—The savings -accounts and: gshare accounts of gav-
ings associations.insured by the Corporation shall be lawful invest-
ments and -may be accepted as security for all -public funds of the
United States, fiduciary and -trust funds under.the authority or
control of the United States or any officer. thereof, and for the
funds of all corporations organized under the laws of the- United
States (subject to any. regulatory authority otherwise a ?phcable),
regardless of any limitation of law upon the investment of any such
funds. or upon t{"le acceptance of secunty for the investment or de-
posit of any of such funds.

(e) PARTICIPATION BY SAVINGS ASSOCIATIONS IN -LOTTERIES AND
‘RELATED ACTIVITIES.—

(1) PARTICIPATION .PROHIBITED.—No savmgs assomatlon

may—

(A) deal in lottery tickets; -

(B} deal in bets used as a means or substltute for par-
ticipation in a lottery;

C). announce, advertuse, or publicize the existence of
any lottery; or .

{D) announce, advemse, or publicize the existence or
identity of any participant or winner, as such, in a lottery.
(2) USE oF FACILITIES PROHIBITED. —No savmgs association

may permit—

(A) the use of any part of any of its own offices by any
person for any purpose forbidden to the mstltutton under
paragraph (1); or
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(B) direct access by the public from any of its own of-
fices to any premises used by any person for any purpose
forbidden to the institution under paragraph (1).

(3) DEFINITIONS.—For purposes of this subsection—

(A) Deay, IN.—The term “deal in” includes making,
ta.king, buying, sellin%,hredeeming, or collecting.

(B) LoTTERY.—The term “lottery” includes any
arrangement under which— _

(i) 3 or more persons (hereafter in this subpara-
graph referred to as the “participants™) advance money
or credit to another in exchange for the ?ossibih'ty or
expectation that 1 or more but not all of the partici-
pants (hereafter in this paragraph referred to as the
'winners”) will receive by reason of those participants’
advances more than the amounts those participants
have advanced; and

(ii) the identity of the winners is determined by
any means which includes—

{I) a random selection; _
(II) a game, race, or contest; or
(III) any record or tabulation of the result of

1 or more events in which any participant has no

interest except for the bearing that event has on

the possibility that the participant may become a

winner:

(C) LOTTERY TICKET.—The term “lottery ticket” in-
cludes any right, privilege, or possibility (and any ticket,
receipt, record, or -other evidence of any such right, privi-
lege, or possibility) of becoming a winner in a lottery.

(4) EXCEPTION FOR STATE LOTTERIES.—Paragraphs (1) and
(2) shall not apply with respect to any savings association ac-
cepting funds from, or performing any lawful services for, any
State o%erating a lottery, or any officer or employee of such a
State who is charged with administering the lottery.

(5) REGULATICNS.—The Director shall prescribe such regu-
lations as may be necessary to provide for enforcement of this
subsection and to prevent any evasion of any provision of this
subsection.

() FEDERALLY RELATED MORTGAGE LOAN DISCLOSURES.—A
savings association may not make a federally related mortgage
loan to an agent, trustee, nominee, or other person acting in a fidu-
ciary capacity without requiring that the identity of the person re-
ceiving the beneficial interest of such loan shall at all times be re-
vealed to the savings association. At the request of the Director,
the savings association shall report to the Director the identity of
such person and the nature and amount of the loan. .

(g) PREEMPTION OF STATE USURY LAws.—(1) Notwithstanding
any gtate law, a savings association may charge interest on any
extension of credit at a rate of not more than 1 percent in excess
of the discount rate on 90-day commercial paper in effect at the
Federal Reserve bank in the Federal Reserve district in which such
savings. association is located or at the rate allowed by the laws of
the State in which such savings association is located, whichever
is greater.
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.0 (2).If the rate prescribed in. paragraph. (1) .exceeds the rate

such savings association: would be permitted to charge in the ab-
sence of this subsection, the receiving or charging a greater rate of

interest -than that preseribed by paragraph (1), when knowmﬁly‘
e

done; shall be deemed a forfeiture of the entire interest which
extension of credit carries with it, or which has.been agreed to be
paid thereon. If such greater rate of interest has been paid, the
perscn who .paid it may recover, in. a civil-action commenced in a
court of appropriaté: jurisdiction not later than 2 years after the
date of such payment, an amount equal to twice:the amount of the
interest paid from the savings association taking or receiving such
interest. L. : e L - .
(h) FORM AND MATURITY OF SECURITIES.—No savings associa-
tion shall-— S P S '
- (1) issue securities which gaarantee a definite maturity ex-
- cept with the specific approval of the Director, or -
(2) issue any securities the form of which has not been ap-
- ‘proved by the Director. Sl .
SEC. 5. [12 US.C. 1464] FEDERAL SAVINGS ASSOCIATIONS.

‘(a) IN GENERAL.—In order to provide thrift institutions for the
deposit of funds and for the extension of credit for homes and other
goods and services, the Director is authorized, under such regula-
tions as the Director may prescribe— o

. (1) to provide for the organization, incorporation, examina-
tion, o;lzeration, and regulation of .associations to be known as
savings associations (including Federal savings banks},

Feder:
. and . L : o
(2) to issue charters therefor, ..

giving primary consideration of the best practices of thrift. institu-

tions in the United States. The lending and investment powers con-

ferred by this section -are intended to. encourage such institutions

to provide credit for housing safely and soundly. - .-
{(b) DEPOSITS AND RELATED POWERS.— .
(1) DEPOSIT ACCOUNTS.— Ce
. (A)-Subject to the terms of its charter and regulations
of the Director, a Federal savings association may— -

(i) raise funds through such d?fmsit, share, or
other accounts, including-demand deposit accounts
(h?eafter.in... this section referred to as “accounts”);
and - : :

(ii) issue passbooks, certificates, or other evidence
of accounts. :

(B) A Federal savings association may not—
: (i) pay interest on a demand account; or -

(ii) permit any overdraft.(including an intrada
overdraft) on behalf of an affiliate, or incur any su
overdraft in such savings association’s account at a
Federal reserve bank or Federal home loan bank on
behalf of an affiliate. .

All: savings accounts and demand accounts shall have the
- same priority u(fon liguidation. Holders of accounts and
obligors of a Federal savings association shall, to such ex-
tent as may be provided by its charter or by regulations
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: therebg rovided.

of the Director, be members of the savings association, and
shall have such voting rights and such other rights as are
(C) A Federal savings association may require not less
than 14 -days notice prior to payment of savings accounts
if the charter of the savings association or. the regulations

.of the Director 8o provide.

(D) If a Federal savings association does not pay all
withdrawals in full (subject to the right of the association,
where apiglicable, to require notice), the payment. of with-
drawals from. accounts shall be subject to- such rules and
procedures as may be prescribed by the savings associa-
tion’s charter or by regulation of the Director. Except as
authorized in writing by the Director, any Federal savings
association that fails to make full- payment of -any with-
drawal when due shall be deemed to be in an unsafe or
unsound condition. . . . . _

(E) Accounts may be subject to check or to withdrawal
or transfer on negotiable or transferable or other order or
autherization to the Federal savings association, as the Di-
rector may by regulation provide, e o

" (F) A Federal savings assecciation may establish re-

" mote service units for the purpose of crediting savings or

demand accounts, debiting such ‘accounts, crediting pay-
ments on loans, and the disposition of related financial
transactions, ag provided in regulations prescribed by the
Director. - - o -

(2) OTHER LIABILITIES.—To such extent as the Director

may authorize in writing, a Federal savings association ma;
‘borrow, may give security, may be surety as defined by the Di-
rector and may issue such notes, bonds, debentures, or other
obligations, or other securities, including capital stock.

(3} LOANS FROM STATE HOUSING FINANCE AGENCIES.—

(A) IN GENERAL.—Subject to regulation by the Director
but without regard to any other provision of this sub-
section, any Federal savings association that is in compli-
ance with the capital standards in effect under subsection
(t) may borrow funds from a State mortgafge finance
agency of the State in: which the head office of such sav-
ings association is situated to-the same extent as State law
authorizes a savings association organized under the laws
of such State to borrow from the State mortgage finance

gency.

(g) INTEREST RATE.—A- Federal savings association
may not make any loan of funds borrowed under subpara-
%raph (A) at an interest rate which exceeds by more than

%4 percent per annum the interest rate paid to the State
mortgage finance agency on the obligations issued to ob-
tain the funds so borrowed. o
(4) MUTUAL CAPITAL CERTIFICATES.—In:accordance with

regulations issued. by the Director, mutual capital certificates
mag be issued and sold directly to subscribers or through
unde

rwriters. Such certificates may be included in caleulati

capital for the purpose of subsection (t) to the extent permitte




109 HOME OWNERS' LOAN -ACY Sec. §

by the Director. The issuance of certificates under this para-

graph does not constitute a change of control or ownership

under this Act or any other law unless there is in fact a change

- in control or- reorganization. Regulations relating to the

issuance and sale .of mutual capital certificates shall provide

that such certificates— B .

(A) are subordinate to all savings accounts, savings
certificates, and debt obligations; o

(B) constitute a claim in liquidation on the general re.
serves, surplus, and undivided profits of the Federal sav-

. .ings -association remaining after the payment in full of all
savings accounts, savi.t;is certificates, and debt obligations;

(C) are entitled to the payment of dividends; and

: (D) may have a fixed or variable dividend rate.

(c) LoaNs AND INVESTMENTS.—To the extent specified in regu-
lations of the Director, a Federal savi.nfs association may invest in,
sell, or otherwise deal in the following Ioans and other investments:

(1) LOANS OR INVESTMENTS WITHOUT PERCENTAGE OF AS-

SETS. LIMITATION.—Without limitation as a percentage of as-

sets, the following are permitted: :

e (A) ACCOUNT LOANS.—Loans on the security of its sav-
ings accounts and loans specifically related to transaction
accounts, . : .

(B) RESIDENTIAL REAL PROPERTY LOANS.—Loans on the
security of liens upon residential real property..

(C) UNITED STATES GOVERNMENT SECURITIES.—Invest-
ments in obligations of, or fully guaranteed as to principal
and interest by, the United States.

-~ (D) FEDERAL HOME LOAN BANK AND FEDERAL NATIONAL
MORTGAGE ASSOCIATION SECURITIES.—Investments in the
stock or bonds of a Federal home loan bank or in the stock
of the Federal National Mortgage Association.

(E) FEDERAL HOME LOAN MORTGAGE CORPORATION IN-
STRUMENTS.—Investments in mortgages, obligations, or
other securities which are or have been sold by the Federal
Home Loan Mortgage Corporation pursuant to section 305
K-ctsoﬁ of the Federal Home Loan Mortgage Corporation

(F) OTHER GOVERNMENT SECURITIES.-—Investments in
obligations, participations, securities, or other instruments
issued by, or fully guaranteed as to principal and interest
by, the Federal National Mortgage Association, the Stu-
dent' Loan Marketing Association, the Government Na-
tional Mortgage Association, or any agency -of the United
States. A savings association may issue and sell securities
which are guaranteed pursuant to section 306(g) of the Na-
tional Housing Act.: : )

. {G) DEPOSITS.—Investments in accounts of any in-
sured deBository institution, as defined in section 3 of the -
Federal Deposit Insurance Act. g .

-(H) STATE SECURITIES.—Investments in obligations
issued by any State or political subdivision thereof (includ-
ing any agency, corporation, or instrumentality of a State
or political subdivision). A Federal savings association may




Sec. 5

HOME OWNERS! LOAN ‘ACT 110

.not invest-more than 10 [iercent of its capital in obliga-

tions of any one issuer, exclusive of investments in general
obligations of any issuer. o ,
- (I) PURCHASE OF INSURED LOANS.—Purchase of loans

. secured by liens on imgoved'real.estate which are insured

or guaranteed under the National Housing Act, the Serv-
icemen's Readjustment Act of 1944, or chapter 37 of title
38, United States Code.. - -+ -

(J) HOME IMPROVEMENT AND MANUFACTURED HOME
LoANS.—Loans. made to repair, equip, - alter, or improve
any residential real property, and loans made for manufac-
tured home ing. :

(K} INSURED: LOANS TO.FINANCE THE PURCHASE OF FEE
SIMPLE.—Loans insured under section 240 of the National
Housing Act. . A
(L) LOANS TO FINANCIAL INSTITUTIONS, BROKERS, AND

. DEALERS.—Loans to— ,

(i)-financial institutions with respect to which the

United States or an agency or instrumentality thereof

has any function of examination or supervision, or

(ii} any broker or dealer registered with the Secu-

rities -and Exchange Commission; .
which are secured by loans, obligations, or investments in
which the Federal savings association has the statutory
authority to invest directly.

- (M) LIQUIDITY INVESTMENTS.—Investments (other than
equity investments), identified by the Director; for liquid-
ity purposes, including cash, funds on deposit at a Federal
reserve bank or a Federal home loan bank, or bankers’

acceptances. - - ‘ -

(N) INVESTMENT .IN THE NATIONAL HOUSING PARTNER-
SHIP CORFORATION, PARTNERSHIPS, AND JOINT VENTURES.—
Investments: in shares: of stock issued by a corporation
authorized to be created pursuant to title IX of the Hous-

- ing and Urban Development Act of 1968, and investments

in any partnership, limited partnership, or joint venture
formed pursuant to.section 907(a). or 907(c) of such Act.
: {O) CERTAIN HUD INSURED OR GUARANTEED INVEST-

' MENTS.—Loans that are secured by mortgages—

Acf (i) insured under title X of the National. Housing
, OF : '

- (ii) guaranteed under title IV of the Housing and
Urban Development Act of 1968, under part-B of the
‘National Urban Policy and New Community Develop-

- ment Act of 1970, or under section 802 of the Housing
and Community Development Act of 1974.
(P) STATE HOUSING CORPORATION INVESTMENTS.-—Ohli-

. gations of and loans to any State housing corporation, if—

(i) such obligations or loans are secured directly,
or indirectly through an agent or fiduciary, by a first
lien on improved real estate which is insured under
the provisions of the National Housing Act, and
v . (i) in the event of default; the holder of thg obli-
gations or loans has the right directly, or indirectly
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through an agent or fiduciary, to cause to be subject
to the satisfaction of such obligations or-loans the resl
estate described in the first lien or the insurance pro-
ceeds under the National Housing Act.

(Q) INVESTMENT COMPANIES.—A Federal savings asso-

. ciation may invest in, redeem, or hold shares or certificates

issued by any open-end management investment company

which— - : -

(1) is registered with the Securities and Exchange
Commission under the Investment Company Act of
1940, and

(ii) the portfolio of which is restricted by such

. management company’s investmernt polic{ (changeable

_ only if authorized by shareholder vote) solely to invest-

ments that a Federal: savings association by law or

regulation may, without limitation as to percentage of

- assets, invest in, sell, redeem, hold, or otherwise deal

(R) MORTGAGE-BACKED SECURITIES.—Investments in

securities that— . . . . .

(i) are offered and sold pursuant to section 4(5) of
the Securities Act of 1933; or .

(ii) are mortgage related securities (as defined in
ﬁs%tit)m 3(a)(41) of the Securities Exzchange Act of

subject to such regulations as the Director may prescribe,
including regulations prescribing minimum size of the

issue (at the time of initial distribution) or minimum

aggreg te sales price, or both. .
(S) SMALL BUSINESS RELATED SECURITIES.—Invest-

" ments in small business -related securities (as defined in

section 3(a}(53) of the Securities Exchangé Act of 1934),
subject to such regulations as the Director may prescribe,
including regulations concerning the minimum size of the
issue (at the time of the initial distribution), the minimum

'aggrggate sales price; or both.

) CREDIT CARD LOANS.—Loans made through credit
cards or ¢redit card accounts.
" (U) EDUCATIONAL LOANS.—Loans made for the pay-
ment of educational expenses. :
(2) LOANS OR INVESTMENTS LIMITED TO A PERCENTAGE OF

ASSETS OR CAPITAL.—-The following loans or investments are
permitted, but only to the extent specified: ' ‘

(A) COMMERCIAL AND OTHER LOANS.—Secured or unse-
cured loans for commercial, corporate, business, or agricul-
tural purposes. The aggregate amount of loans made under
this subiparagraph may not exceed 20 percent of the total
assets of the Federal savings association, and amounts in
excess of 10 percent of such total assets may be used
under this subparagraph only for small business loans, as
that term is defined by the Director.

(B) NONRESIDENTIAL REAL PROPERTY LOANS,—

(i) IN' GENERAL.—Loans on the security of liens
upon nonresidential real property. Except as provided
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in clause (ii), the aggregate amount of such loans shall

not exceed 400 percent of the Federal savings associa-

tion’s capital, as determined under subsection (t).

(ii) ExCEPTION.—The Director may permit a sav-
ings association to exceed the limitation set forth in
clause (i) if the Director determines that the increased
authority— .

(I) poses no significant risk to the safe and
sound operation of the association, and

" (IT) is consistent with prudent operating prac-

ces.

(iii) MONITORING.—If the Director permits any in-
creased authority pursuant to clause. (ii), the Director
shall closely monitor the Federal savings association’s
condition and lending activities to ensure that the sav-
ings association carries out all authority under this
paragraph in a safe and sound manner and complies
with this subparagraph and all relevant laws and
regulations.

(C) INVESTMENTS IN PERSONAL PROPERTY.—Invest-
ments -in tangible personal property, including vehicles,
manufactured homes, machinery, equipment, or furniture,
for rental or sale. Investments under this subparagraph
may not exceed 10 percent of the assets of the Federal sav-
ings association.

(D) CONSUMER LOANS AND CERTAIN SECURITIES.—A
Federal savings association may make loans for personal,
family, or household purposes, including loans reasonabl
incident to providing such credit, and may invest in, sell,
or hold commercial paper and corporate debt securities, as
defined and apgroved by the Director. Loans and other
investments under this subparagraph may not-exceed 35

percent of the assets of the Federal savings.association, ex-

cept that amounts in excess of 30 percent of the assets
may be invested only in loans which are made by the asso-
ciation directly to the original obligor and with respect to
which the association does not pay any finder, referral, or
other fee, directly or indirectly, to any third party.

(3) LOANS OR INVESTMENTS LIMITED TO 5 PERCENT OF AS-

SETS.—The following loans or investments are permitted, but
not to exceed 5 percent of assets of a Federal savings associa-
tion for each subparagraph:

(A) COMMUNITY DEVELOPMENT INVESTMENTS.—Invest-
mentg in real property and obligations secured by liens on
real property located within a geographic area or neighbor-
hood receiving concentrated development assistance by a
local government under title I"of the Housing and Commu-
nity Development Act of 1974. No investment under this
subparagraph in such real property may exceed an aggre-
gate of 2 percent of the assets of the Federal savings asso-
ciation.

(B} NONCONFORMING LOANS.—Loans upon the security
of or respecting real property or interests therein used for
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-primarily residential or farm purposes that do not comply

with the limitations of this subsection.

(C) . CONSTRUCTION LOANS -~ WITHOUT SECURITY.—
(i) the principal purpose of which is to provide fi-
nancing with respect to what is or is expected to be-
come primarily residential real estate; and

(i1) with respect to which the association—

(I) relies substantially -on the borrower’s gen-
eral credit standing and projected future income
for reﬁaymgnt, without other security; or

(3I) relies on other assurances for repayment,

- including a guarantee or similar obligation of a
third party. Co

- The aﬁgregate amount of such investments shall not ex-

tion:
below: - -
- (A) BUSINESS DEVELOPMENT CREDIT CORPORATIONS.—A
Federal savings association that is in compliance with the
capital standards prescribed under subsection (t) may in-
vest in, lend to, or to! commit itself to lend to, any busi-
ness development credit corporation incorporated in the
State in which the home office of the association is located
in the same manner and to the same extent as savings
associations chartered bﬁ such State are authorized. The
aggregate amount of such investments, loans, ‘and commit-
ments of any such Federal savings association shall not ex-
ceed one-half of 1 percent of the-association’s total out-
standing loans or $250,000, whichever is less.”

(B) SERVICE CORPORATIONS.~Investments in the cap-
ital stock, obligations, or other securities of any corpora-
tion organized under the laws of the State in which the
Federal savings association’s home-office is located, if such
corporation’s entire capital stock is available for purchase
only by savings associations of such State and by Federal
associations having their home offices in such State. No
Federal savings association may make any investment
under this subparagraph if the association’s a%]gregate out-
standing investment under this subparagraph would ex-
ceed 3 percent of the association’s assets. Not less than
one-half of the investment permitted: under this subpara-
gr:ﬁh which exceeds 1 percent of the association’s assets
shall be used grimar-ily for -community, inner-city, and
community -development purposes. '

(C) FOREIGN ASSISTANCE INVESTMENTS.—Investments
in housing project loans having the benefit of any guaranty
under section 221 of the Foreign Assistance Act of 1961 or
loans having the benefit of any guarantee under section
224 of such Act, or any commitment or agreement with re-

ceed the greater of the Federal savings association’s cap-
ital or 6 percent of its assets. e Bl

(4) OTHER LOANS AND INVESTMENTS.—The following addi-
al loans and other investments to the extent authorized

180 in original.
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spect to such loans made pursuant to either of such sec-
tions and in the share capital and capital reserve of the
Inter-American Savings and Loan Bank. This authoritiy ex-
tends to the acquisition, holding, and disposition of loans
guaranteed under section 221 or 222 of such Act. Invest-
ments under this subparagraph shall not exceed 1 percent
of the Federal savings association’s assets.

(D) SMALL BUSINESS INVESTMENT COMPANIES.—A Fed-
eral savings association may invest in stock, obligations, or
other securities of any small business investment company
formed pursuant to section 301(d) of the Small Business
Investment Act of 1958 for the Rui?ose of aiding members
of a Federal home loan bank, ederal savings associa-
tion may not make any investment under this subpara-
graph i its‘aggrﬁiate outstanding investment under this
subparagraph would exceed 1 percent of the assets of such’
savmﬁs association. : :

(BE) BANKERS' BANKS.—A Federal savings association
may purchase for its own account shares of stock of a
bankers’ bank, described in Paragraph Seventh of section
5136 of the Revised Statutes or in. section 5169(b) of the
Revised Statutes, on the same terms and conditions as a
national bank may purchase such shares,

(F) NEW MARKETS VENTURE CAPITAL COMPANIES.—A
Federal savings association may invest in stock, obliga-
tions, or other securities of any New Markets Venture
Capital company as defined in section 351 of the Small
Business Investment Act.of 1958, except that a Federal
savings -association may not make any investment under
this suifa‘glaragraph if ite aggregate outstanding investment
under this subparagraph would exceed § percent of the
capital and surplus of such savings association.

(5) TRANSITION RULE FOR SAVINGS ASSOCIATIONS ACQUIRING

(A) IN GENERAL.~If, under section 5(d)(3).of the Fed-
eral Deposit Insurance Act, a savings association acquires
all or substantially all of the assets of a bank that is a
member. of the Bank Insurance Fund, the Director may

ermit the savings. association to retain any such asset
guring the 2-year period beginning on the date of the ac-
uisition.
d (B) ExTENSION.—The Director may extend the 2-year
pericd described. in subparagraph (A) for not more than 1
year at a time and not more than 2 years in the aggregate,
if the Director determines that the extension is consistent
with the purposes of this Act. o
(6) DEFINITIONS.—As used in this subsection— )

(A) RESIDENTIAL PROPERTY.—The terms “residential
real property” or “residential real estate” mean leaseholds,
homes (including condominjums and cooperatives, except
that in connection with loans on individual cooperative
units, such loans shall be adequately secured as defined by
the Director) and, combinations of homes or dwelling units
and business property, involving only minor or incidental
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- business use, or property to be improvedby construction of

- such-structures; ; ‘

@

(B) LoANS.~—The term “loans” includes obligations and
extensions or advances. of credit; and any reference to a-
loan or ‘investment includes an interest in such a loan or
investment, o s '
REGULATORY- AUTHORITY, —

(1) IN GENERAL— -~ = =« : ‘ '

(A} ENFORCEMENT.—The Director shall have power to
enforce this section, section 8 of the Federal Deposit Insur-
ance Act, and regulations prescribed hereunder. In enforc-
ing any provision of this section, regulations prescribed
under this section, or any other law or regulation, or in
any other action, suit, or proceeding to which the Director
is a party or in which the Director is interested, and in the
_administration of conservatorships and. receiverships, the
Director may act in the Director’s own name and tﬂrough
the Director’s own attorneys. Except as otherwise pro-
vided, the Director shall be subject to suit (other tﬁan
suits on claims for money damages) lt).ﬁ any Federal sav-
ings association or director or officer thereof with respect

. to any matter under this section ¢r any other applicable

law, or regulation theréunder, in the United States district

.. court for the judicial district in which the savings associa-
_tion’s home office is located, or in the United States Dis-

trict Court for the District of Columbia, and the Director
may be served with process in thé manner prescribed by
the Federal Rules of Civil Procedure. )

(B) ANCILLARY .PROVISIONS.—(i) In making examina-

'_ tions of savings asgociations, examiners appointed by the

Director shall have power to make such examinations of
the affairs of all affiliates of such savings associations as
shall be necessary to disclose fully the relations between
such savings associations and their affiliates and the effect
of such relations upon such sdvings associations. For pur-
poses. of this subsection, the term “affiliate” has the same
meaning as in section 2(b) of the Banking Act of 1933, ex-
_cept-that the term “member bank” in section 2(b) shall be
deemed to refer to a savings association. E

(ii).In the course of any examination of any savings
-association; upon request by the Director, prompt and com-
plete access shall be given to all savings asscciation offi-
cers, -directors, em(flo_yees, and agents, and to all relevant
books, records, or documents.of any type.
. (1ii) Upon request made in the course.of supervision or
oversight of any savings association, for the purpose of act-
ing on any application or determining the condition of any
-savings association, -including whether- operations are
being conducted safely, soundly, .or in compliance with
charters, laws, regulations, directives, written agreements,
or conditions imposed. in writing in - connection with the
granting .of an application. or other request, the Director

. shall be given prompt and complete access to all savings
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association officers, directors, employees, and agents, and
to all relevant books, records, or documents of any type.

. (iv) If prompt and complete access upon request is not
given as required in this subsection, the Director may
apply to the United States district court for the judicial
district (or the United States court in any territory) in
which the principal office of the institution is located, or in
whlph the iperson denying such access resides or carries on
business, for an order requiring that such information be
promptly provided. _ o .

(v} In connection with examinations of savings associa-
tions and affiliates thereof, the Director may—

(I) administer oaths and affirmations and examine
and to take and preserve testimony under oath as to
any matter in respect of the affairs or ownership of
any such savings association or affiliate, and

_ (II) issue subpenas and, for the enforcement
thereof, aplpg to the United States district court for
the judicial district (or the United States court in any
territory) in which the principal office of the savings
association or affiliate is located, or in which the wit-
ness resides or carries on business.

Such courts shall have jurisdiction and power to order and
require compliance with any such subpena,

(vi) In any proceeding under this section, the Director
masr administer oaths and affirmations, take depositions,
and issue subpenas. The Director may prescribe regula-
tions with respect to any such proceedings. The attendance
of witnesses and the production of documents provided for
in this subsection may be required from any place in any
State or in any territory at any designated place where
such proceeding is being conducted.

(vii) Any {.}arty to a proceeding under this section may
anly to the United States District Court for the District
of Columbia, or the United States district court for the ju-
dicial district (or the United States court in any territory)
in which such proceeding is being conducted, or where the
witness resides or carries on business, for enforcement of
any subpena issued pursuant to this subsection or section
10(c) of the Federal Deposit Insurance Act, and such courts
shall have jurisdiction and power to order and require
compliance therewith. Witnesses subpenaed under this
section shall be paid the same fees and mileage that are
paid witnesses in the district courts of the Umted States.
All expenses of the Director in connection with this section
shall Ee considered as nonadministrative expenses. Any
court having jurisdiction of any proceeding instituted
under this section by a savings association, or a director
or officer thereof, may allow to any such party reasonable
expenses and attorneys’ fees, Such expenses and fees shall
be paid by the savings association.

(2) CONSERVATORSHIPS AND RECEIVERSHIPS.~—

(A) GROUNDS FOR APPOINTING CONSERVATOR OR RE-

CEIVER FOR INSURED SAVINGS ASSOCIATION.—The Director
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of the Office of Thrift Supervision may appoint a conser-
vator. or receiver for any insured savings-association if the
Director determines, in the Director’s discretion, that 1 or
more of the gIrounds specified in section 11(c)(5) of the Fed-
eral Deposit Insurance Act exists. : ,

(B) POWER OF APPOINTMENT; JUDICIAL REVIEW.—The
Director shall have exclusive power and: jurisdiction to ap-
point-a conservator or receiver for a Federal savings asso-
ciation, If, in the opinion of the Director; a ground for the
appointment of -a conservator or receiver for a savings
association exists, the Director is authorized to appoint ex
parte and without notice a conservator or receiver for the
savings association. In the event of such appointment, the
assoclation may, within 30 days thereafter, g) ing an action
in.the United States district court. for the judicial district
in which the home office of such association is located, or
in the United States District Court for the District of Co-
lumbia, for an order requiring the Director. to remove such
conservator or receiver, and the court shall upon the mer-
its dismiss such action or direct the Director to remove

-such conservator or receiver. Upon the commencement of

such an action, the court having jurisdiction of any other
action or proceeding asuthorized under this subsection to
which the association is a J)arty shall stay such action or
proceeding during the pendency of the action for removal

.of the conservator or receiver.

(C) REPLACEMENT.—The Director may, without any

- prior notice, hearing, or other action, replace a conservator
.with another conservator or with a’ receiver, but- such

replacement shall not affect any right which the associa-

tion 'may have to obtain judicial review of the original

appointment, except that any removal under this subpara-

graph shall be removal of the conservator or receiver in of-
ce at the time of such removal. '

(D} COURT ACTION.—Except as otherwise provided in
this subsection, no court may take any action for or toward
the removal of any conservator or receiver or, except at the
request of the Director, to restrain or affect the exercise of
powers or functions of a conservator or receiver.

(E) POWERS.— : :

() IN GENERAL.—A conservator shall have all the
powers of the members; the stockholders, the direc-
tors, and the officers of the association and shall be
authorized to operate the association in its own name
or to conserve its assets ih the manner and to the ex-
tent authorized by the Director.

(ii) FDIC OR RTC AS CONSERVATOR OR RECEIVER.—
Except as provided in section 21A of the Federal Home
Loan B Act, the Director, at the Director’s discre-
tion, may appoint the Federal Deposit Insurance
Corporation or the Resolution Trust Corporation, as
appropriate, as conservator for ‘a savings association.
’I‘Yle irector shall appoint only ‘the Federal Deposit
Insurance Corporation or the Resolution Trust Cor-

71-726 2001 - 36
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-poration, as appropriate, as receiver for.a savings
association for the purpose of liquidation or -winding
up the affairs of such savings association. The conser-
vator or receiver so- appointed -shall, as such, have
power to buy at its own sale. The Federal Deposit
Insurance Corporation, as .such conservator or re-
ceiver; shall have all the powers of a conservator or re-
ceiver, as appropriate, (glranted under the Federal De-
posit Insurance Act, and (when not inconsistent there-

- with) any other rights,” powers, and privileges pos-

sessed by conservators or receivers, as appropriate, of

- savings associations under thig Act and any other pro-

visions of law: o e
- (F) DISCLOSURE REQUIREMENT FOR THOSE ACTING ON
BEHALF 'OF CONSERVATOR.—A -conservator shall require
that ‘any’ independent contractor, consultant, ‘or counsel
employed by the conservator in - connection with the con-
servatorship of a savings association pursuant to this sec-
“tion shall fully disclose to all parties with which such con-
tractor, consultant, or counsel is negotiating, any limita-
‘tion on the authority of such contractor, consultant, or
counsel to make legally binding representations on behalf
of the conservator, S o :
(3) REQULATIONSB.— .

(A) IN GENERAL.—The Director may prescribe regula-
tions for the reorganization, consolidation, liquidation, and
dissolution of savings associations, for the merger of in-
sured savings associations with insured savings associa-
tions, for savings asgociations in conservatorship and
receivership, and for the conduct of conservatorships and
receiverships. The Director may, by regulation or other-
wise, provide for the exercise of functiong by members,

- stockholders, directors, or officers of a savings association

.during conservatorship and receivership.

(B) ¥DIC OR RTC AS CONSERVATOR OR RECEIVER.—In
any case where the Federal Deposit. Insurance Corporation
or the Resolution Trust Corporation is the conservator or
receiver, any regulations prescribed by the Director shall
be consistent with any regulations prescribed by the Fed-
eral Deposit Insurance Corporation pursuant to the Fed-
eral Deposit Insurance Act. :

(4) REFUSAL TO COMPLY WITH DEMAND.-~Whenever a
conservator or receiver appointed by the Director demands pos-
sezsion of the property, business, and assets of any savings
association, or of any part thereof, the refusal by any divector,

-officer, employee, or agent of such association to comply with

the demand shall be punishable by a fine of not more than
$5,000 or imprisonment for not more than one year, or both.

(5) DEFINITIONS.—As used .in this subsection, the term
“savings association” includes any savingg association or

. former savings association that retains deposits insured by the

Corporation, notwithstanding termination of its status as an

_ institution insured by the Corperation.
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(6) COMPLIANCE WITH MONETARY TRANSACTION RECORD-
KEEFPING AND REPORT REQUIREMENTS.— . oo

(A). COMPLIANCE PROCEDURES REQUIRED.—The Direc-
- tor shall prescribe regulations requiring savings associa-
tions to establish and maintain procedures reasonably de-
signed to assure and monitor the compliance of such asso-
ciations with the reguirements of subchapter II of chapter

53 of title 31, United States Code.

(B} EXAMINATIONS OF SAVINGS ASSOCIATIONS TO IN-

CLUDE REVIEW OF COMPLIANCE PROCEDURES.— '
(i) IN GENERAL—Each examination of a savings
association by the Director shall include a review of
the procedures required to be established and main-

tained under subparagraph (4).

. (i) EXAM REPORT REQUIREMENT.—The report of
examination shall describe any problem with the pro-
cedures maintained by the association.

(C) ORDER TO COMPLY WITH REQUIREMENTS.—If the Di-
rector determines that a savings association—

(i) has failed to establish and maintain the proce-

dures described in subparagraph (A); or
(ii) has failed to correct any problem ‘with the pro-
cedures maintained by such association which was
reviously reported to the association by the Director,
the Director shall issue an order under section 8 of the
Federal Deposit Insurance Act requiring such association
to cease and desist from its violation of this paragraph or

regulations prescribed under this paragraph.
(7) REGULATION AND EXAMINATION OF SAVINGS ASSOCIATION
SERVICE COMPANIES, SUBSIDIARIES, AND SERVICE PROVIDERS.—

(A) GENERAL, EXAMINATION AND  REGULATORY
AUTHORITY.—A service  company or subsidiary that is
owned in whole or in part by a savings association shall
be subject to examination and regulation by the Director
to the same extent as that savings association.

(B) EXAMINATION BY OTHER BANKING AGENCIES—The
Director may authorize any other Federal banking agency
that supervises any other owner of part of the service com-
pany or subsidiary to perform an examination described in
subparagraph-(A).

(C) APPLICABILITY ‘OF SECTION 8 OF THE FEDERAL DE-
POSIT INSURANCE ACT.—A service company or subsidiary
that is owned in whole or in part by a saving association
shall be subject to the provisions of section 8 of the Fed-
eral Deposit Insurance Act as if the service company or
subsidiary were an insured depository institution. In any
such case, the Director shall be deemed to be the appro-.
priate Federal banking agency, pursuant to section 3(q) of
the Federal Depogit Insurance Act.

(D) SERVICE PERFORMED: BY CONTRACT OR OTHER-
WISE.—Notwithstanding - subparagraph (A), if a savings
association, a subsidiary thereof, or any savi and loan
affiliate or entity, as identified by section 8(bX9) of the
Federal Deposit Insurance Act, that is regularly examined
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- or subject to'examination by the Director, causes to be per-

forméd for itself, by contract or otherwise, any :service

-authorized under this Act or, in'the case of a State savings

association, any 'ﬁp_p_l_i_cab_l_e Stat‘e.;la_w, whether on or off its

o premises— o

- = (i) such performanee shall be subject to regulation
* and examination’ by the Director to the same extent as
if such servicés were being ‘performed by the savings
association on its own premises; and ‘
“(ii} the savings association * shall notify the
‘Director of the exigtence of the setvice relationship not
later than 30 days after the earlier of-=
' (I the date on which the contract is entered
into; or = - T T
" (IT) the date on which the performance of the
: service is initiated. |
(E). ADMINISTRATION BY ‘THE DIRECTOR.—The Director
may issue such regulations and orders, including those

_issued pursuant to section 8 of the Federal Deposit Insur-

ance Act, as may be necessary to enable the Director to
administer and carry out this paragraph and to.prevent
evagion of this paragraph. . '

' (8) DEFmNITIONS,—For purposésfof "t:hi_s section—

&)

(A) the term “service company” means—
.. (i) any corporation-— S
al(lf; . that is organized to perform services
- authorized by this Act or, in the case.of a corpora-
.. tion owned in part by a State savings association,
- guthorized by applicable State law; and ..
(IT) all of the capital stock of which is owned
by 1 or more insured savings associations; and
(1) any limited liability company—
¢ (I). that is organized to perform services
_authorized by this Act or, in the cage of a com-
. pany, 1 of :the members. of which is a State sav-
ings -association, authorized by applicable State
law, and = - . .
. {II) all of the members of which are 1 or more
insured savings associations;

(B) the term “limited liability company” means any
company, partnership, trust, or similar business entity
organized under the law of a State (as defined: in section
3 of the Federal Deposit Insurance Act) that provides that
a member -or manager of such com%a.ny -is not personally
liable for:a debt, obligation, or liability of the company

-gsolely by reason of being, or acting as, a member or man-

ager of such company;and - .. ) .

(C) the terms “State savings association” and “sub-
gidiary” have the same meanings as in section 3 of the
Federal Deposit Insurance:Act. ' :
CHARACTER * AND "~ RESPONSIBILITY.—A charter may be

granted only— :

(1) to persons of good character and respo'néibi]ity,
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(2) if in the judgment of the Director a necessity exists for
-such an institution in the community to be served, -

(3) if there is a reasonable probability of its usefulness and
success, and. : :

(4) if the association can be established without undue in-
jury to properly conducted. existing local thrift and home fi-
nancing institutions. - SR

. (fy FEDERAL HOME LoAN BANK MEMBERSHIP.—After the end of
the 6-month period beﬁinnin ‘on the date of the enactment of the
Federal Home Loan Bank System Modernization Act of 1999, a
Federal savings association may become a member of the Federal
Home Loan Bank System, and shall qualify for such membership
in the manner provided by the Federal Home Loan Bank Act.

(g) PREFERRED SHARES.—[Repealed,]

). DISCRIMINATORY - STATE  AND' LocCAL TAXATION PROHIB-
ITED.—No State, county, municipal, or local taxing authority may
impose any tax-on Federal savings associations or their franchise,
capital, reserves; surplus, loans, or income: greater than that im-
posed. by -such authority on other similar local mutual or coopera-
tive thrift and home financing institutions.

- () CONVERSIONS.— . . ,

(1) IN GENERAL.— savings association which is, or is
eligible to become, a -mem{)er of a Federal home loan bank may
convert into a Federal savings association (and in so doing may
change directly from the mutual form to the stock form, or
from the stock form to the mutual form). Such conversion si'nall
be subject to such regulations as the Director shall prescribe.
Thereafter such Federal savings association shall be entitled to
all the benefits of this section and shall be subject to examina-
tion and regulation to the same extent as other associations
incorgorate pursuant to this Act.

(2) AUTHORITY OF DIRECTOR.—(A) No savings association
may convert from the mutual to the stock form, or from the
stock form to the mutual form; except in accordance with the
regulations of the Director.

(B) Any aggrieved person may obtain review -of a final ac-
tion of the Director which approves or disapproves a plan of
conversion pursuant to this subsection only by complying with
the provisions of section 10(j) of this Act within the time limit
and in the manner therein prescribed, which provisions shall
apply in all respects as if such final action were an order the
review of which is therein provided for, except that such time
limit shall commence upon .publication of notice of such final
action in the Federal Register or upon the giving of such gen-
eral notice of such final action as is required by or approved
under regulations of the Director, whichever is later.

(C) Any Federal savings association may change its des-
jgnation from a Federal savings association to a Federal sav-
ings bank, or the reverse. :

(3) CONVERSION TO STATE ASSOCIATION.—(A) Any Federal
savings association may convert itself into a savings associa-
tion or savings bank organized pursuant to the laws of the
State in which the principal - office of such Federal savings
association is located if—
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(i) the State permits the conversion of any savings
association or savings bank of such State into a Federal
savings association;

(i1) such conversion of a Federal savings association
into such a State savings association is determined—

(I) upon the vote in favor of such conversion cast
in person or by proxy at a special meeting of members
or stockholders called to consider such action, specified
by the law of the State in which the home office of the

ederal savings association is located, as required by
such law for a State-chartered institution to convert
itself into a Federal savings association, but in no
event upon a vote of less than 51 percent of all the
votes cast at such meeting, and :

{II) upon cor;llpliance with other requirements
reciprocally equivalent- to the requirements of such
State law for the conversion of a State-chartered insti-
tution into a Federal savings association;

(iii) notice of the meeting to vote on conversion shall
be aﬁiven as herein provided and no other notice thereof
shall be necessary; the notice shall expressly state that
such meeting is called to vote thereon, as well as the time
and place thereof; and such notice shall be mailed, postage
prepaid, at least 30 and not more than 60 days prior to the
date of the meeting, to the Director and to each member
or stockholder of record of the Federal savings association
at the member’s or stockholder’s last address as shown on
the books of the Federal savings association;

(iv) when a mutual savings association is dissclved
after conversion, the members or shareholders of the sav-
ings association will share on a mutual basis in the assets
of the association in exact proportion to their relative
share or account credits;

(v) when a stock savings association is dissolved after
conversion, the stockholders will share on an equitable
basis in the assets of the association; and

(vi) such conversion shall be effective upon the date
that all the provisions of this Act shall have been fully
complied with and upon the issuance of a new charter by
the State wherein the savings association is located.

(BY3) The act of conversion constitutes consent by the
institution to be bound by all the requirements that the Direc-
tor may impose under this Act.

(ii) The savings association shall upon conversion and
thereafier be authorized to issue securities in any form cur-
rently a%proved at the time of issue by the Director for
issuance by similar savings associations in such State.

(iii) If the insurance of accounts is terminated in connec-
tion with such conversion, the notice and other action shall be
taken as provided by law end regulations for the termination
of insurance of accounts. :

(4) SAVINGS BANK ACTIVITIES.—(A) To the extent author-
ized by the Director; but subject to section 18(m)(3) of the Fed-
eral Deposit Insurance Act—
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(i) any Federal savings bank chartered as such prior
to October 15, 1982, may continue to make any investment
or engage in any activity not otherwise authorized under
this section, to the degree it was permitted to do so as a
Federal savings bank prior to October 15, 1982; and

(ii} any Federal savings bank in existence on the date
of the enactment of the Financial Ingtitutions Reform, Re-
covery, and Enforcement Act of 1989 and formerly orga-
nized as 2 mutual savings bank under State law may con-
tinue to- make any investment or engage in any activity
not otherwise authorized under this section, to the degree
it wag authorized to do g0 ag a mutual savings bank under
State law. '

(B) The authority conferred by this paragraph may be uti-
lized by any Federal savings association that acquires, by
merger or consolidation, -a Federal savings bank enjoying
grandfather rights hereunder.

{5) CONVERSION TO NATIONAL OR STATE BANK.—

(A} IN GENERAL.—Any Federal ssvings association
chartered and in operation before the date of the enact-
ment of the Gramm-Leach-Bliley Aect, with branches in
operation before such date of enactment in 1 or more
States, may convert, at its option, with the approval of the
Comptroller of the Currency or the appropriate State bank
supervisor, into 1 or more national or State banks, each of
which may encompass 1 or more of the branches of the
Federal savings association in operation before such date
of enactment in 1 or more States, but only if each resulting
national or State bank will meet all financial, manage-
ment, and capital requirements applicable to the resulting
national or State han(l:. T

(B) DEFINITIONS.~—For purposes of thisparagraph, the
terms “State bank” and “State bank supervisor” have the
meanings given those terms in section 3 of the Federal De-
posit Insurance Act.

j) SUBSCRIPTION FOR SHARES.—[Repealed.] _

} DEPOSITORY OF PUBLIC MONEY.—When degignated for that
purpose by the Secretary of the Treasury, a savings association the
deposits of which are insured by the Corporation shall be a deposi-
tory of public money and may be employed as fiscal aiznt of the
Government under such regulations as may be prescribed by the
Secretary and shall perform all such reasonable duties as fiscal
agent of the Government as may be required of it. A savings asso-
ciation the deposits of which are insured by the Corporation may
act as agent for any other instrumentality of the United States
when designated for that purpose by such mstrumentality, includ-
ing services in connection with the collection of taxes and other
obligations owed the United States, and the Secretary cof the Treas-
ury may deposit public money in any such savings association, and
shall prescribe such regulations as may be necessary to carry out
the purgo;es of this subsection. - )

(1) RETIREMENT ACCOUNTS.-—A Federal savings association is
authorized to act as trustee of any trust created or organized in the
United States and forming part of a stock bonus, pension, or profit-
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sharing plan which quelifies or qualified for specific tax treatment
under section 401(d) of the Internal Revenue Code of 1986 and to
act as trustee or custodian of an individual retirement account
within the meaning of section 408 of such Code if the funds of such
trust or account are invested only in savings accounts or deposits
in such Federal gsavings asgociation or in obligations or securities
issued by such Feder: savinfs association, All funds held in such
fiduciary capacity by any Federal savings association may be com-
mingled for appropriate purgoses of investment, but individual
records shall be kept by the fiduciary for each (f)articipant and shall
showhin proper detail all transactions engage

graph. ‘ ‘

(m) BRANCHING.—
(1) IN GENERAL— -

" . (A) No savings associgtion incorporated under the
laws of the District of Columbia or organized in the Dis-
trict or doing business in the District shall establish any
branch or move its principal office or any branch without
the Director’s prior written approval. .

(B) No savings association shall establish any branch
in the District of Columbia or move its principal office or
any branch in the District without the Director's prior
written approval.

(2) DEFINITION.—For purposes of this subsection the term

in under this para-

“branch” means any office, place of business, or facility, other:

‘than the principal office as defined by the Director, of a sav-
ings association at which accounts are opened or payments are

received or withdrawals are made, of any other office, place of

business, or facility of a savings association defined by the Di-
rector as a branch within the meaning of such sentence.
(n) TRUSTS.—
(1) PErMITS.—The Director may grant by special permit to
..a Federal savings association applying therefor the right to act
as trustee, executor, administrator, guardian, or in any other
fiduciary capacity in which State banks, trust companies, or
other corporations which compete with Federal sa asso-
ciations are permitted to act under the laws of the State in
which the Federal savings association is located. Subject to the
regulations of the Director, service corporations may invest in
State or federally chartered corporations which are located in
the State in which the home office of the Federal savings asso-
ciation is located and which are engaged in trust activities,

{2) SEGREGATION OF ASSETS.—A Federal savings associa-
tion exercising any or all of the powers enumerated in this sec-
tion shall segregate all assets held in any fiduciary capacity
from the general assets of the association and shall keep a sep-
arate set of books and records showing in proper detail
transactions engaged in under this subsection. The State bank-
ing authority involved may have access to reports of examina-
tion made by the Director insofar as such reports relate to the
trust department of such association but nothing in this sub-
section shall be construed as authorizing such State banki
authority to examine the books, records, and assets of su
asgociations, :
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(3) PROHIBITIONS.—No Fedeéral savings association shall
receive in its trust department deposits of current funds sub-

" ject to check or the deposit of checks, drafts, bills of exchange,

or other items for collection or exchange purposes. Funds
deposited or held in trust by the association awaiting invest-
ment shall be carried in a separate account and shaﬁ not be
used by the association in the conduct of its business unless it
shall first set aside in the trust department United States
bonds or other securities approved by the Director.

(4) SEPARATE LIEN.—In the event of the failure of a Fed-
eral savings association, the owners of the funds held in trust
for investment shall have a lien on the bonds or other securi-
ties g0 set apart in addition to their claim against the estate
of the association.

(5) DEPOSITS.—Whenever the laws of a State require cor-
porations acting in a fiduciary capacity to deposit securities
with the State authorities for the protection of private or court
trusts, Federal savings associations so acting sllm)all be required
to make similar degosits. Securities so deposited shall be held
for the protection of private or court trusts, as provided by the
State law. Federal savings associations in such cases shall not
be required to execute the bond wsually required of individuals
if State corporations under similar circumstances are exempt
from this requirement. Federal savings associations shall have
power to execute such bond when so required by the laws of

~ the State involved.

(6) OATHS AND AFFIDAVITS.—In any cage in which the laws
of a State require that a corporation acting as trustee, execu-
tor, administrator, or in any capacity specified in this section,
shall take an oath or make an affidavit, the president, vice
president, cashier, or trust officer of such association may take
the necessary oath or execute the necessary affidavit.

(7} CERTAIN LOANS PROHIBITED.—It shall be unlawful for
any Federal savinss association to lend any officer, director, or
employee any funds held in trust under the powers conferred
by this section. Any officer, director, or employee making such
loan, or to whom such loan is made, may be fined not more
than $50,000 or twice the amount of that person’s gain from
the loan, whichever is greater, or may be imprisoned not more
than 5 years, or may be both fined and impriscned, in the dis-
cretion of the court.

(8) FACTORS TO BE CONSIDERED.—In reviewing applications
for permission to exercise the powers enumerated in this sec-
tion, the Director may consider—

. (A) the amount of capital of the applying Federal sav-
ings association,
(B) whether or not such capital is sufficient under the
circumstances of the case,
(C) the needs of the community to be served, and
(D) any other facts and circumstances that seem to it
roper.
The Ii)ilgt)act‘,or may grant or refuse the application accordingly,
except that no permit shall be issued to any association having
capital less than the capital required by State law of State
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banks, trust companies, and corporations exercising such pow-
ers. ; .

(9) SURRENDER OF CHARTER.—A) Any Federal savings
association may surrender its right to exercise the powers
granted under this subsection, and have returned to it an
securities which it may have deposited with the State authori-
ties, by filing with the Director a certified copy of a resolution
of 1122 board of directors indicating its intention to surrender its
right. _ _ .

(B) Upon receipt of such resolution, the Director, if satis-
fied that such Federal savings association has been relieved in

. accordance with State law of all duties as trustee, executor,
administrator, guardian or other fiduciary, may in the Direc-
tor’s discretion, 1ssue to such association a certificate that such
asgociation is no longer authorized to exercigse the powers
granted[t;y this subsection.

(C) Upon the issuance of such a certificate by the Director,
such Federal savings association (i) shall no longer be subject
to the provisions of this section or the regulations of the Direc-
tor made pursuant thereto, (ii) shall be entitled to have re-
turned to it any securities which it may have deposited with
State authorities, and (iii) shall not exercise thereafter any of
the powers granted by this section without first applying for
and obtaining a new permit to exercise such powers pursuant
to the provisions of this section. =

(D) The Director may prescribe regulations necessary to
enforce compliance with. the provisions of this subsection.

(10) REVOCATION.—(A) In addition to the authority con-
ferred by other law, if, in the opinion of the Director, a Federal
savings association is unlawfully or unsoundly exercising, or
has unlawfully or unsoundly exercised, or has failed for a pe-
riod of 5 consecutive years to exercise, the f)owers granted b
this subsection or otherwise fails or hag failed to comply wi
the requirements of this subsection, the Director may issue
and serve upon the association a notice of intent to revoke the
authority of the association to exercise the powers granted by
this subsection. The notice shall contain a statement of the
facts constituting the alleged unlawful or unsound exercise of
powers, or failure to. exercise powers, or failurée to comply, and
shall fix a time and place at which a hearing will be held to
determine whether an order revoking authority to exercise
such gowers should issue against the association.

(B) Such hearing shall be conducted in accordance with the
provisions of subsection (d)(1)(B), and subject to judicial review
as therein provided, and shall be fixed for a date not earlier
than 30 days and not later than 60 days after service of such
notice unless the Director sets an earlier or later date at the
request of any Federal savings association so served.

(C) Unless. the Federal savings association so served shall
appear at the hearing by a duly authorized representative, it
shall be deemed to have consented to the issuance of the rev-
ocation order. In the event of such consent, or if upon the
record made at any such hearing, the Director shall find that
any allegation specified in the notice of charges has been estab-
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lished, the Director may issue and serve upon the association

an order prohibiting it from accepting any new or additional

trust accounts -and revoking authority to exercise any and all
powers granted by this subsection, except that such order shall -

-permit- the association to continue to service all previously

-accepted trust accounts pending their expeditious divestiture

or termination. -

(I») A revocation order shall become effective not earlier
than the expiration of 30 days after service of such order upon
the association so served (except in the case of a revocation
order issued upon consent; which shall become effective at the
time specified therein), and shall remain effective and enforce-
able, except to such extent as it is stayed, modified, termi-
nated, or set aside by action of the Director or a reviewing
court. :
(0)-CONVERSION OF STATE SAVINGS BANKS.—(1) Subject to the

provisions of this subsection and under regulations of the Director,
the Director may authorize the conversion of a State-chartered sav-
ings bank that is a Bank Insurance Fund member into a Federal
savings bank, if such conversion is not in contravention of State
law, and provide for the organization, incorporation, operation,
examination, and regulation of such institution.

(2XA) Any Federal savings bank chartered pursuant to this
subsection shall continue to be a Bank Insurance Fund member
until such time as it changes its status to a Savings Association
Insurance Fund member. ‘

(B) The Director shall notify the Corporation of any application
under this Act for conversion to a Federal charter by an institution
insured by the Corporation, shall consult with the Corporation be-
fore disposing of the application, and shall notify the Corporation
of the Director’s determination with respect to such application.

(C) Notwithstanding any other provigion of law, if the Corpora-
tion determines that conversion into a Federal stock savings bank
or the chartering of a Federal stock savings bank iz necessary to
prevent the default of a savings bank it insures or to reopen a zav-
ings bank in default that it insured, or if the Corporation deter-
mines, with the concurrence of the Director, that severe financial
conditions exist that threaten the stability of a savings bank in-
sured by the Corporation and that such a conversion or charter is
likely to improve the financial condition of such savings bank, the
Corporation shall provide the Director with a certificate of such
determination, the reasons therefor in conformance with the
requirements of this Act, and the bank shall be converted or char-
tered by the Director, pursuant to the regulations thereof, from the
time the Corporation issues the certificate.

(D) A bank may be converted under subparagraph (C) only if
the board of trustees of the bank— .

(i) has specified in writing that the bank is in danger of
closing or is closed, or that severe financial conditions exist
that threaten the stability-of the bank and a conversion is
likely to improve the financial condition of the bank; and
: (ii) has requested in writing that the Corporation use the
authority of subparagraph (C). :
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(EXi). Before making a determination under subparagraph (D),
the Corporation shall consult the- State bank supervisor of the
‘State in which the bank in danger of cloging is chartered. The
State bank supervisor shall be given a reasonable opportunity, and

in no event less than 48 hours, to object to the. use of the provisions

of subparagraph (D). S : :

(i1) If the State supervisor objects during such period, the Cor-
poration may use the authority of subparagraph (D) only by an
affirmative vote of three-fourths of the Board of Directors. The
Board of Directors shall provide the State supervisor, as soon as
practicable, with a written certification of its determination.

(3) A Federal savings bank chartered under this subsection
shall-have the same authority with respect. to investments, oper-
ations, and activities, and shall be subject to the same restrictions,
including those applicable to branching and discrimination, as
would apply to it 1.tP it were chartered as a Federal savings bank
under any other provision of this Act. . :

(p) CoNvVERsIONS.—(1) Notwithstanding any other provision. of
law, and consistent with the purposes of this Act, the Director may
authorize (or in the case of a Federal savings association, require)
the conversion of any mutual savings association or Federal mutual
savings bank that is insured by the Corporation into .a Federal
stock savings association or Federal stock savings bank, or charter
a Federal stock savings association or Federal stock savings bank
to acquire the assets of, or merge with such a mutual institution
under the regulations of the Director. :

(2) Authorizations under this subsection may be made only—

(A) if the Director has determined that severe financial
conditions exist which threaten the stability of an association
and that such authorization is likely to improve the financial
condition of the association, ‘ :

(B) when the Corporation has contracted to provide assist-
ance to such association under section 13 of the Federal De-
pogit Insurance Act, or -

(C) to asgist an institution in receivership.

(3) A Federal savings bank chartered under this subsection
shall have the same authority with respect to investments, oper-
ations and activities, and shall be subject to the same restrictions,
including those applicable to branching and discrimination, as
would apply to it if it were chartered as a Federal savings bank
under any other provision of this Act, and may engage in any
investment, activity, or operation that the institution it acquired
was engaged in if that institution was a Federal savings bank, or
would have been aunthorized to engage in had that institution con-
verted to a Federal charter. .

(q) TYING ARRANGEMENTS.—(1) A savings association may not
in any manner extend credit, lease, or sell property of any kind, or
furnish any service, or fix or vary the consideration for any of the
foregoing, on the condition or requirement— .

(A) that the customer shall obtain additional credit, prop-
erty, or service from such savings.association, or from any
service corporation or affiliate of such association, other than
a loan, discount, deposit, or trust service;
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(B) that the customer provide additional credit, property,
or service to such association, or to any service corporation or
affiliate of such association, other than those related to and
usually provided in connection with a similar loan, discount,
deposit, or trust service; and '

(C) that the customer shall not obtain some other credit,
roperty, or service from a competitor of such association, or
om a competitor of any service corporation or affiliate of such

association, other than a condition or requirement that such

association shall reasonably impose in connection with credit
transactions to assure the soundness of credit. :

(2)A) Any person may sue for and have injunctive relief, in
any court of the United States having jurisdiction over the parties,
against threatened loss or damage by reason of a violation of para-
graph (1), under.the same conditions -and princiﬁvles as. injunctive
relief against threatened conduct that will cause loss or damage is
granted by courts of equity and under the rules governing such
proceedings. : :

(B) Upon the execution .of proper bond against damages for an
injunction improvidently granted and a showing that the danger of
irreparable Joss or damage is immediate, a preliminary injunction
may issue.

{3) ‘Any person-injured by a' violation of paragraph (1) ma
1b1:in§.:an action in any district court of the United States.in whi
the defendant resides or is found or has an agent, without regard
to the amount in controversy, or in any other court of competent
jurisdiction, and shall be entitled to recover three times the
amount of the damages sustained, and the cost of suit, including
a reasonable attorney’s fee. Any such action . shall be brought
within 4 years from the date of the occurrence of the violation,

4) Isfcr)t}ﬁng contained in this subsection affects in any manner
the right of the United States or any other party to bring an action
under any other law of the United States or of any State, including
any right which may exist in addition to specific statutory author-
ity, challenging the legality of any act or practice which may be
Broscribed by this subsection. No regulation or order issued by the

irector under this subsection shall in any manner constitute a de-
fense to such action. :

(5} For purposes of this subsection, the term “loan” includes
obligations and extensions or advances of credit. -

(6)1 ExcepPTIONS.—The Director may, by regulation or
order, permit such exceptions to the prohibitions of this sub-
section as the Director considers will not be contrary to the
purposes of this subsection and which conform {o exceptions
granted by the Board of Governors of the Federal Reserve Sys-
tem pursuant to. section 106(b) of the Bank Holding Company
Act Amendments of 1970.

(r) OUT-0F-STATE BRANCHES.—(1) No Federal savings associa-
tion may establish, retain, or operate a branch outside the State in
which the Federal savings association has its home office, unlqss
the association qualifies as a domestic building and loan associa-
tion under section 7701(a)(19) of the Internal Revenue Code of 1986

1Indentation 8o in law.
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or meets the asset composition test imposed by subparagraph (C)
of that section on institutions seeking so to qualify, or qualifies as
a qualified thrift lender, as determined under section 10(m) of this
Act. No out-of-State branch so established shall be retained or
operated unless the total assets of the Federal savings association
attributable to all branches of the Federal savings association in
that State would qualify the branches as a whole, were they other-
wise eligible, for treatment as a domestic building and loan associa-
tion under section 7701(a)(19) or as a qualified thrift lender, as
determined under section 10(m) of this Act, as applicable,

(2) The limitations of paragraph (1) shall not apply if—

(A) the branch results from a transaction authorized under
section 13(k) of the Federal Deposit Insurance Act;

(B) the branch was authorized for the Federal savings
asgociation prior to October 15, 1982;

(C) the law of the State where the branch is located, or is
to be located, would permit establishment of the branch if the
association was a savings association or savings bank char-
tered by the State in which its home office is located; or

(D) the branch was operated lawfully as a branch under
State law prior to the association’s conversion to a Federal
charter.

(3) The Director, for good cause shown, may allow Federal sav-
ings associations up to 2 years to comply with the requirements of
this subsection,

(s) MINIMUM CAPITAL REQUIREMENTS,—

(1) IN GENERAL.—Consistent with the purposes of section
908 of the International Lending Supervision Act of 1983 and
the capital requirements established pursuant to such section
by the appropriate Federal banking agencies (as defined in sec-
tion 903(1) of such Act), the Director shall require all savings
associations to achieve and maintain adequate capital by—

(A) establishing minimum levels of capital for savings
associations; and

(B) using such other methods. as the Director deter-
mines to be appropriate.

(2) MINIMUM CAPITAL LEVELS MAY BE DETERMINED BY DI-
RECTOR CASE-BY-CASE.—The Director may, consistent with sub-
section (t), establish the minimum level of capital for a savings
association at such amount or at such ratio of capital-to-assets
as the Director determines to be necessary or appropriate for
such association in light of the particular circumstances of the
association.

(3) UNBAFE OR UNSOUND PRACTICE.—In the Director's dis-
cretion, the Director may treat the failure of any savings asso-
ciation to maintain capital at or above the minimum level re-
quired by the Director under this subsection or subsection (t}
as an unsafe or unsound practice. .

{4) DIRECTIVE TO INCREASE CAPITAL.—

(A) PLAN MAY BE REQUIRED,~—In addition to any other

action authorized by law, including paragraph (3}, the Di-

rector may issue a directive requiring any savings associa-

tion which fails to maintain capital at or above the min-
imum level required by the Director to submit and adhere
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to a plan for increasing capital which is acceptable to the
Director. :

(B) ENFORCEMENT -OF PLAN,—Any directive issued and
plan approved under subparagraph (A) shall be enforce-
able under section 8 of the Federal Deposit Insurance Act
to the same extent and in the same manner as an out-
standing order which was issued under section 8 of the
Federal Deposit Insurance Act and has become final.

(5) PLAN TAKEN INTO ACCOUNT IN OTHER PROCEEDINGS.—

The Director may—

(A) consider a savings association’s progress in adher-
ing to any plan required under paragraph (4) whenever
such association cr any affiliate of such association (includ-
ing any company which controls such association) seeks
the Director’s- approval for any proposal which would have
the effect of diverting earnings, diminishing capital, or oth-
erwise impeding such association’s progress in meeting the
minimum level of capital required by the Director; an

_(B) disapprove any proposal referred to in subpara-
graph (A) if the Director determines that the proposal
would adversely affect the ability of the association to com-

ly with such plan,
APITAL STANDARDS.—
(1) IN GENERAL.— '

(A) REQUIREMENT FOR STANDARDS TO BE FPRE-
SCRIBED.—The Director shall, by regulation, prescribe and
maintain uniformly applicable capital standards for sav-
ings associations. Those standards shall include—

(i) a leverage limit;
(ii) a tangible capital requirement; and
(iii) a risk-based capital requirement. :

(B) COMPLIANCE.—-A savings association is not in com-
pliance with capital standards for purposes of this sub-
gection unless it complies with all capital standards pre-
scribed under this paragraph. :

(C) STRINGENCY.—The standards prescribed under this
paragraph shall be no less stringent than the capital
standards applicable to national banks.

(D) DEADLINE FOR REGULATIONS.—The Director shall
Promulgate final regulations under this paragraph not
ater than 90 days after the date of enactment of the
Financial Institutions Reform, Recovery, and Enforcement
Act of 1989, and those regulations shall become effective
not later than 120 days after the date of enactment.

(2) CONTENT OF STANDARDS,—

(A) LEVERAGE LIMIT.—The leverage limit prescribed
under paragraph (1) shall require a savings association to
maintain core capital in an amount not less than 3 percent
of the savings association’s total assets. .

(B) TANGIBLE CAPITAL REQUIREMENT.—The tangible
capital requirement prescribed under paragraph (1) shall
require a savings association to maintain tangible capital

- 'in an amount not less than 1.5 percent of the savings asso-

ciation’s total assets.
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(C) RISK-BASED CAPITAL REQUIREMENT.—Notwith-
standing paragraph (1XC), the risk-based capital require-
ment prescribed under paragraph (1) may deviate from the
risk-based capital standards applicable to national banks
to reflect interest-rate risk or other risks, but such devi-
ations shall not, in the aggregate, result in materially
lower levels of capital being required of savings associa-
tions under the risk-based capital requirement than would
be required under the risk-based capital standards applica-
ble to national banks.

(3) TRANSITION RULE.—

(A) CERTAIN QUALIFYING SUPERVISORY GOODWILL IN-
CLUDED IN CALCULATING CORE CAPITAL.—Notwithstanding
paragraph (9)A), an eligible savings association may in-
clude qualifying supervisory goodwill in calculating core
capital. The amount of qualifying supervisory goodwill that
may be included may not exceed the applicable percentage
of total assets set forth in the following table:

For the following : The applicable
period: percentage is:
Prior to Jan 1, 1982 ... 1.500 percent
January 1, 1992-December 31, 1992 1.000 percent
January 1, 1993-December 31, 1993 0.750 percent
Jan 1, 1994~-December 31, 1994 0.375 percent

Thereafter ........ 0 percent

(B) ELIGIBLE SAVINGS ASSOCIATIONS.—For purposes of
subparagraph (A), a savings association is an eligible sav-
ings association so long as the Director determines that—

(i) the savings association’s management is com-
petent;

(iij the savings association is in substantial com-
pliance with all applicable statutes, regulations, or-
ders, and supervisory agreements and directives; and

(iii) the savinge association’s management has not
engaged in insider dealing, speculative practices, or
any other activities that have jeopardized the associa-
tion’s safety and soundness or contributed to impair-
ing the association’s capital.

(4) SPECIAL RULES FOR PURCHASED MORTGAGE SERVICING

RIGHTS.—

(A) IN GENERAL—Notwithstanding paragraphs (1}C)
and (9), the standards prescribed under paraﬁrcth (1) may
permit a savings asscciation to include in ¢ ating cap-
ital for the purpose of the leverage limit and risk-based
capital requirement prescribed under paragraph (1), on
terms. no less stringent than under both the capital stand-

-ards applicable to State nonmember banks and (except as

to the amount that may be included in calculating capital)
the capital standards applicable to national banks, 90 per-
cent of the fair market value of readily marketable pur-
chased mortgage servicing.rights. )
(B) TANGIBLE CAPITAL REQUIREMENT.—Notwith-
standing paragraphs (1(C} and (9XC), the standards pre-
scribed under paragraph (1) may permit a savings associa-
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tion to include in calculating capital for the purpose of the
tangible capital requirement prescribed under paragraph
(1), on terms no less siringent than under both the capital
standards applicable to State nonmember banks and (ex-
cept as to the amount that may be included in calculating
capital) the capital standards applicable to national banks,
90 percent of the fair market valie of readily marketable
purchased mortgage servicing rights.

(C) PERCENTAGE LIMITATION PRESCRIBED BY FDIC.—
Notwithstanding paragraph (1)(C) and subparagraphs (A)

~ and (B) of this paragraph—

(1) for the purpose -of subparagraph (4), the max-
imum amount of purchased mortgage servicing rights
that may be included in calculating capital under the
leverage limit and the risk-based capital requirement
prescribed under paragraph (1) may not exceed the
amount that could be included if the savings associa-
tion were an insured State nonmember bank; and

(ii) for the purpose of subparagraph (B), the Cor-
poration shall ESrescribe a maximum percentage of the
tangible capital requirement that savings associations

" may satisfy by including purchased mortgage servicing
rights in calculating such capital,

(D) QUARTERLY VALUATION.—The fair market value of
purchased mortgage servicing rights shall be determined
not less often than quarterly. '

{5) SEPARATE CAPITALIZATION REQUIRED FOR CERTAIN SUB-

SIDIARIES,—.

(A) IN GENERAL,—In determining compliance with cap-
ital standards prescribed under paragraph (1), ail of a sav-
ings association’s investments in and extensions of credit
to any subsidiary engaged in activities not permissible for
a national bank shall be deducted from the savings asso-
ciation’s capital. .

(B) EXCEPTION FOR AGENCY ACTIVITIES.—Subpara-
graph (A) shall not apply with respect to a subsidiary en-
gaged, solely as agent for its customers, in activities not
permissible for a national bank unless the Corporation, in
its sole discretion, determines that, in the interests of
safety and soundness, this subparagraph should cease to
apply to that subsidiary.

(C) OTHER EXCEPTIONS.—Subparagraph (A) shall not
apply with respect to any of the following:

{i) MORTGAGE BANKING SUBSIDIARIES.—A savings
association’s investments in and extensions of credit to
a subsidiary engaged solely in mortgage-banking
activities.

(ii) SURBSIDIARY INSURED DEPOSITORY INSTITU-
TIONS.—A savinge association’s investments in and
extensions of credit to a subsidiary— '

(I} that is itself an insured depository institu-
tion or a company the sole investment of which is
an insured depository institution, and
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(II) that was acquired by the parent insured

depository institution prior to May 1, 1989.

(ii1) CERTAIN FEDERAL BAVINGS BANKS.—Any Fed-
eral savings association existing as a Federal savings
association on the date of enactment of the Financial
Ilgssigt_utions Reform, Recovery, and Enforcement Act of

{I) that was chartered prior to October 15,
1982, as a savings bank or a cooperative bank
under State law; or

(IT) that acquired its principal assets from an
-association that was chartered prior to October 15,
1982, as a savings bank or a cooperative bank

- under State law.
(D) TRANSITION RULE.— :

(i) INCLUSION IN CAPITAL.—Notwithstanding sub-
paragraph (A), if a savings association’s subsidiary
was, as of April 12, 1989, :E-Eaged in activities not per-
missible for 'a national bank, the savings association
may include in calculating capital the applicable per-
centage (set forth in clause (ii);l of the lesser of—

_ ) the savings association’s investments in
and extensions of credit to the subsidiary on April

12, 1989; or

(IT) the savings association’s investments in
and extensions of credit to the subsidiary on the
date as of which the savings association’™s capital
is being determined.

(ii) APPLICABLE PERCENTAGE.—For purposes of
clause (i), the applicable percentage is as follows:

For the following ) The applicable
g:lriod: percentage is:
ior to July 1, 1990 ’

100 percent
July 1, 19 une 30, 1991 ...... 90 percent
July 1, 1991-October 31, 1992 75 percent
November 1, 1992—June 30, 1993 . 60 percent
July 1, 1993—June 30, 1994 .......... 40 percent
Thereafter .......ccocvmmnemnmmmeriennn 0 percent

 (iii)) AGENCY DISCRETION TO 'PRESCRIBE GREATER
PERCENTAGE.—Subject to clauses (iv), (v), and (vi), the
Director may prescribe by order, with respect to a par-
ticular qualified savings association, an applicable per-
centage greater than that provided in clause (ii) if the
Director determines, in the Director’s sole discretion,
. that the use of the greater percentage, under the
circumstances-—
(D) would not constitute an unsafe or unsound
practice;
(IT) would not increase the risk to the affected
deposit insurance fund; and
(II1} would not be likely to result in the asso-
ciation’s being in an unsafe or unsound condition.
(iv) SUBSTANTIAL COMPLIANCE WITH APPROVED
CAPITAL PLAN.~In the case of a'savings association
which is subject to a plan submitted under paragraph
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(7XD) of this subsection or an order issued under this
subsection, a directive issued or plan approved under
subsection (s), or a capital restoration plan approved
or order issued under section 38 or 39 of the Federal
Deposit Insurance Act, an order issued under clause
(iii) with respect to the asgociation shall be effective
only so long as the association is in substantial compli-
ance with such plan, directive, or order. -

(V) LIMITATION" ON INVESTMENTS TAKEN INTO AC-
COUNT.—In prescribing the amount by which an appli-
cable percentage under clause (iii) ‘may exceed the ap-
plicable percentage under clause (i) with respect to a
particular gualified savings association, the Director
may take into account only the sum of—

(I) the association’s “investments in, and
extensions of credit to, the subsidiary that were
made on or before April 12, 1989; and

. (II) the association’s investments in, and
extensions of credit to, the subsidiary that were
made after April 12, 1989, and were necessary to
complete projects initiated before April 12, 1988,

(vi) LiMIT.—The applicable percentage limit al- -

lowed by the Director in an order under clause (iii)
shall not exceed the following limits:

For the following period: . The limit is;
Prior to July 1, 1994 75 percent
Juiy 1, 1994 through June 30, 1996 . . 60 percent
July 1, 1895 through June 30, 1996 ......cccccivvevennrinrirnsecrsasnas 40 percent
After June 30, 1996 .........ccoornrrrerrniiiriens 0 percent

{vii) CRITICALLY UNDERCAPITALIZED INSTITUTION.—
In the case of a savings association that becomes criti-
cally undercapitalized (as defined in section 38 of the
Federal Deposit Insurance Act) as determined under
this subparagraph - without applying clause (iii),
clavses (iii) through (v) shall be applied by sub-
stituting “Corporation” for “Director” each place such
term appears.

{(viii) QUALIFIED SAVINGS ASSOCIATION DEFINED.—
For purposes of clause (iii), the term “qualified savings
association” means an eligible savings association (as
defined in paragraph (3XB)) which is subject to this
paragraph solely because of the real estate invest-
ments or other real estate activities of the associa-
tion's subsidiary, and— )

(1) is adequately ca]ii’talized (as defined in see-
tion 38 of the Federal Deposit Insurance Act); or

(IT) is in compliance with an approved capital
restoration plan meeting the requirements of sec-
tion 38 of the Federal Deposit Insurance Act, and
is not critically undercapitalized (as defined in
such section).

(ix) FDIC'S DISCRETION TO PRESCRIBE LESSER PER-
CENTAGE.—The Corporation may prescribe by order,
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with respect to a particular savings association, an ap-

_plicable percentage less than that provided in clause

(1) or prescribed under clause (jii) if the Corporation

determines, in ite sole discretion, that the use of a

greater percentage would, under the circumstances,

constitute an unsafe or unsound practice or be likely
to result in the association’s being in an unsafe or un-
sound condition.

(E) CONSOLIDATION OF SUBSIDIARIES NOT SEPARATELY
CAPITALIZED.—In determining compliance with capital
standards prescribed under paragraph (1), the assets and
liabilities of each of a savings association’s subsidiaries
(other than any subsidiary described in subparagraph
(C)(ii)) shall be consgolidated with the savings association’s
assets and liabilities, unless all of the savings association’s
investments in and extensions of credit to the subsidiary
are deducted from the savings association’s capital pursu-
ant to subparagraph (A).

(6) CONSEQUENCES OF FAILING TG COMPLY WITH CAPITAL

STANDARDS.—

(A) PRIOR TO JANUARY 1, 1091.—Prior to January 1,
1991, the Director—

(i) may restrict the asset growth of any savings

association not in compliance with capital standardgs;

(ii) shall, beginning 60 days following the promul-
gation of final regulations under this subsection, re-
quire any savings association not in compliance with-
capital standards to submit a plan under subsection
(sX(4XA) that—

(I) addresses the savings association’s need
for increased capital; ' :

(II) describes the manner in which the sav-
ings association will increase its cagital 80 as to
achieve compliance with capital standards;

(IIT) specifies the types and levels of activities
in which tﬁe savings association will engage;

"IV} requires any increase in assets to be
accompanied by an increase in tangible capital not
less in percentage amount than the leverage limit
then applicable;

(Vg, requiregs any increage in agsets to he
accompanied by an increase in capital not less in

ercentage amount than required under the risk-

Eased capital standard then applicable; and

(V) is acceptable to the Director.

(B) ON OR AFTER JANUARY 1, 1991.—On or after Jan-
uary 1, 1991, the Director— .

(i) shall prohibit any asset growth by any savmdgs
association not in compliance with capital standards,
except as provided in subparagraph (C); and )

ii) shall require any savings association not in
compliance with capital standards to comply with a
capital directive issued by the Director (which may in-
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clude - such: restrictions, including restrictions on the

payment of dividends and on compensation, as the Di-

rector determines to be appropriate),

. (C) LIMITED: GROWTH EXCEPTION.—The Director may
permit any savings association that is subject to subpara-
graph (B) to increase its assets in an amount not exceeding
the amount of net interest credited to the savings associa-
tion’s deposit liabilities if— -

(1) the savings association  obtains the Director’s
prior approval;

. (i) any increase in assets is accompsanied by an

increase in tangible capital in an amount not less than

6 percent of the increase in assets (or, in the Director’s

discretion if the leverage limit then applicable is less

than 6 percent, in an amount equal to the increase in
assets multiphied -by the percentage amount of the
leverage limit); -

(i) any increase in assets is accompanied by an
increase in capital not less in percentage amount than
required under the risk-basels) capital standard them
applicable;

{iv) any increase in assets is invested in low-risk
assets, such as first mortgage loans secured by 1- to
4-f3mi1y residences and fully secured consumer loans;
an o

(v) the savings association’s ratio of core capital to
total asgets is not less than the ratio existing on Janu-
ary 1, 1991, S :

(D) ADDITIONAL RESTRICTIONS IN CASE OF EXCESSIVE
RISKS OR RATES.—The IDirector may restrict the asset
growth of any savings association that the Director deter-
mines is taking excessive risks or paying excessive rates
for deposits. .

(1) FAILURE TO COMPLY WITH PLAN, REGULATION, OR
ORDER.—The Director shall treat as an unsafe and un-
sound practice any material failure by a savings associa-
tion to complg with any plan, regulation, or order under
this paragraph. :

(F) EFFECT ON OTHER REGULATORY AUTHORITY.—This
paragraph does not limit any authority of the Director
under other provisions of law.

(7) EXEMPTION FROM CERTAIN SANCTIONS.— )

(A) APPLICATION FOR EXEMPTION —Any savings asso-
ciation not in compliance with the capital standards pre-
scribed under paragraph (1) may apply to the Director for
an exemption from any applicable sanction or penalty for
noncompliance which the Director may impose under this
Act.

(B) EFFECT OF GRANT OF EXEMPTION.—If the Director
approves anK savings association’s application under sub-
garagra h (A), the only sanction or penalty to be imposed

y the Director under this Act for the savings association’s
failure to comply with the capital standards prescribed
under paragraph (1) is the growth limitation contained in
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giaragraph (6)(B) or paragraph (6XC), whichever is applica-
e _ . .

(C) STANDARDS FOR APPROVAL OR DISAPPROVAL.—

_ (i) APPROVAL.—The Director may approve an ap-
“plication for an exemption if the Director determines
that— : )
. (I} such exemption would pose no significant
risk to the affected deposit insurance fund; -

(I1y the savings association’s management is
competent; ‘

(I11) the savings association is in substantial
compliance with all applicable statutes, regula-
tions, orders, and supervisory agreements and
directives; and :

(IV) the savings association’s management
has not engaged in insider dealing, speculative
practices, or any other activities that have jeop-
ardized the association’s safety and soundness or
contributed to impairing the association’s capital.
(it} DENIAL OR REVOCATION OF APPROVAL.—The Di-

rector shall deny any application submitted under

clause (i) and revoke any prior approval granted with

- respect to any such application if the Director deter-

mines that the association’s failure to meet any capital

standards prescribed under paragraph (1) is accom-
panied by— - - '

(I) & pattern of consistent losses;

(II) substantial dissipation of assets;

(II1} evidence of imprudent management or
business behavior; o -

(IV) a material violation of any Federal law,
any law of any State to which such association is
subject, or any applicable regulation; or

(V) any other unsafe or unsound condition or
activity, otier than the failure to meet such cap-
ital standards.

(D) SUBMISSION OF PLAN REQUIRED.—Any application
submitted under subparagraph (A) shall be accompanied
by a plan which— : .
(i) meets the requirements of paragraph (6)(A)ii);

(ii) is acceptable to the Director.

(E) .FAILURE TO COMPLY WITH PLAN.—The Director
shall treat as an unsafe and unsound practice any mate-
rial failure by any savings association which has been
granted an:exemption under this pam‘a:lgraph to comply
with the provisions of any plan submitted by such associa-
tion under subparagraph (D). '

(F) EXEMPTION NOT AVAILABLE WITH RESPECT TO UN-
SAFE OR UNSOUND PRACTICES.—This garagraph does not
limit any authority of the Director under any other provi-
sion of law, including section 8 of the Federal Deposit
Insurance Act, to take any appropriate action with respect
to any unsafe or unsound practice or condition of any sav-

and
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ings association, other than the failure of such savings

association to comply with the capital standards prescribed

under paragraph (1). _

(8) TEMPORARY AUTHORITY TO MAKE EXCEPTIONS FOR ELIGI-
BLE SAVINGS ASSOCIATIONS,—

(A) IN GENERAL—Notwithstanding paragraph (1)(C),
the Director may, by order, make exceptions to tﬁe capital
standards prescribed under paragraph (1) for eligible sav-
ings associations. No exception under this paragraph shall
be effective after January 1, 1991, :

(B) STANDARDS FOR . APPROVAL.OR DISAPPROVAL.—In
determining whether to grant an exception under subpara-
gra;l)h (A), the Director shall apply the same standards as
ag)p y to determinations under paragraph (7XC).

(9) DEFINITIONS.—For purposes of this subsection—
(A) CORE caPITAL.—Unless the Director prescribes a

. more strin%ent definition, the term “core capital” means

core capital as defined by the Comptroller of the Currency
for national banks, less any unidentifiable intangible as-
sets, cf)luss B.IRI purchased mortgage servicing rights ex-
cluded from the Comptroller’s definition of capital but in-
cluded in calculating the core capital of savings associa-
tions pursuant to paragraph (4).

(B) QUALIFYING SUPERVISORY GOODWILL—~The term
“qualifying supervisory goodwill” means supervisory good-
will existing on April 12, 1989, amortized on a straightline
basis over the shorter of—

(i) 20 years, or S

(i) the remaining period for amortization in effect
on April 12, 1989, . _

(C) TANGIBLE CAPITAL.—The term “tangible capital”
means core capital minus any intangible assets (as intan-
gible assets are defined by the Comptroller of the Currency
or national banks). _

(D) TOTAL ASSETS.—The term “total assets” means
total assets (as total asgets are defined by the Comptroller
of the Currency for national banks) adjusted in the same
manner as total assets would be adjusted in determinin%
compliance with the leverage limit applicable to nationa
banﬁs if the savings association were a national bank.

(10) USE OF COMPTROLLER’S DEFINITIONS.—

(A) IN GENERAL—The standards prescribed under
paragraph (1) shall include all relevant substantive defini-
tions established by the Comptroller of the Currency for
national banks,

(B) SpECIAL RULE.—If the Comptroller of the Currency
has not made effective regulations defining core capital or
establishing a risk-based capital standard, the Director
shall use the definition and standard contained in the
Comptroller's most recently published final regulations.

(u) LiMITs ON LOANS TO0 ONE BORROWER.— o

(1) IN GENERAL.—Section 5200 of the Revised Statutes
shall apply to savings associations in the same manner and to
the same extent as it applies to national banks.
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(2) SPECIAL RULES.—

. (A) Notwithstanding paragraph (1), a savings associa-
tion may make loans to one borrower under one of the fol-
lowing clauses: - .

{i)! for any purpose, not to exceed $500,000; or

(ii)? to develop domestic residential housing units,
not to exceed the lesser of $30,000,000 or 30 percent
of the savings association’s unimpaired capital and
unimpaired surplus, if— '

(I) the purchase price of each single famil
dwelling unit the development of which is fi-
nanced under this clause does not exceed

~ $500,000; -

(IT) the savings association is and continues to
be in compliance with the fully phased-in capital
standardsﬂgrescribed under subsection (t);

(IIT) the Director, by order, permits the sav-
ings association to avail itself of the higher limit
provided by this clause;

(IV) loans made under this clause to all bor-

- rowers do not, in aggregate, exceed 150 percent of
the savings association’s unimpaired capital and
unimpaired surplus; and

('8) such loans comply with all applicable
loan-to-value requirements. - ‘

(B) A savings association’s loans to one borrower to fi-
nance the sale of real property acquired in satisfaction of
debts previously contracted in good faith shall not exceed
50 dper-'.:eni: of the savings assocciation’s unimpaired capital
and unimpaired surplus. . _

(3) AUTHORITY TO IMPOSE MORE STRINGENT RESTRIC-

TiIONS.—The Director may impose more stringent restrictions
on a savings association’s loans to one borrower if the Director
determines that such restrictions are necessary to protect the
safety and soundness of the savings association.

(v) REPORTS OF CONDITION.—

(1) IN GENERAL.—Each association shall make reports of

conditions to the Director which shall be in a form prescribed
by the Director and shall contain—

(A) information sufficient to allow the identification of
potential interest rate and credit risk;

(B) a description of any assistance being received by
the association, including the type and monetary value of
such assistance;

(C) the identity of all subsidiaries and affiliates of the
association; ‘ ‘

(D) the identity, value, t{ge, and sector of investment
of all equity investments of the associations and subsidi-
aries; and .

(E) other information that the Director may prescribe.
(2) PUBLIC DISCLOSURE.—

180 jn original. In clauses (i) and (ii) the first letter of the first word probably should be cap-
italized. Alsc in clause (i) probably should strike  or” and insert a period.
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_ (A) Reports required under paragraph (1) and all
information contained therein shall be available to the
public upon request, unless the Director determines—

{i) that a particular item or classification of infor-
mation should not be made public in order to protect
the safety or soundness of the institution concerned or
institutions concerned, the Savings Association Insur-
ance Fund; or : '

(ii) that public disclosure would not otherwise be
in the public interest.

(B) Any determination made by the Director under
subparagraph (A) not to permit the public disclosure of
information shall be made in.writing, and if the Director
restricts any item of information for savings institutions
generally, the Director shall disclose the reason in detail
in the Federal Register.

(C) The Director’s determinations under subparagraph

. (A) shall not be subject to judicial review,
. (3) ACCESS BY CERTAIN PARTIES.—

(A) .Notwithstanding ﬁaragraph (2), the persons de-
scribed in subparagraph (B) shall not be denied access to
any information contained in a report of condition, subject
to reasomable requirements of confidentiality. Those
requirements shall not prevent such information from
being transmitted to the Comptroller General of the
United States for analysis.

(B) The following persons are described in this sub-
paragraph for purposes of subparagraph (A):

(i) the Chairman and ranking minority member of

the Committee on Banking, Housing, and Urban Af-

fairs of the Senate and their designees; and

(ii) the Chairman and ranking minority member
of the Committee on Banking, Finance and Urban Af-
fairs of the House of Representatives and their des-
ignees.

(4) FIRST TIER PENALTIES.—Any savings associaticn
which—

(A) maintains procedures reasonably adapted to avoid
any inadvertent and unintentional error. and, as a result
of such an error— -

(i) fails to submit or publish any report or infor-
mation required by the Director under para&;ra%l} )
or (2), within the period of time specified by the Direc-
tor; or

(il) submits or publiches any false or misleading
report or information; or .

(B})) inadvertently transmits or publishes any report
which is minimally late, . '
shall be subject to a gfnalty of not more than $2,000 for each
day during which such failure continues or such false or mis-
leading information is not corrected. The savings association
shall have the burden of proving by a preponderence of the evi-
dence that an error was inadvertent and unintentional and
that a report was inadvertently transmitted or published late.
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iy c(}?) SECOND TIER PENALTIES.—Any savings association
which— g '

(A) fails to submit-or publish any report or information
required by the Director under tgaragrap (1) or (2), within
the period of time specified by the Director; or

(B) submits or publishes any false or misleading re-
port or information, : ‘

in a manner not described in paragraph (4) shall be subject to
a penalltfr of not more than $20,000 for each day during which
such failure continues or such false or misleading information
is not corrected. : : '

{(6) THIRD TIER PENALTIES—If .any savings association
knowingly or with reckless disregard for the accuracy of any
information or report described in paragraph (5) sjgmits or
publishes any false or misleading report or information, the Di-
rector may assess a penalty of not more than $1,000,000 or 1
percent of total assets, whichever is less, per day for each day
during which such failure continues or such false or misleading
information is not corrected. - :

(7) ASSESSMENT.—Any penalty imposed under paragraph
(4), (5), or {8) shall be assessed and collected by the Director
in the manner provided in subparagraphs (E), (F), (&), and (I)
of section 8(i)(2§)'0f the Federal Deposit Insurance Act (for pen-
alties imposed under such section), and any such assessment
(including the determination of the amount of the penalty)
shall be subject to the provisions of such subsection.

(8) HEARING.--Any savings association against which any
Eena]ty is assessed under this subsection shall be afforded a

earing if such savings association submits a request for such
hearing within 20 days after the issuance of the notice of
assessment. Section 8(h) of the Federal Deposit Insurance Act
shall apply to any proceeding under this subsection.
(w) FORFEITURE OF FRANCHISE FOR MONEY LAUNDERING OR
CasH TRANSACTION REPORTING OFFENSES.—

(1) IN GENERAL.—

{A) CONVICTION OF TITLE 18 OFFENSE.—

(I>1 Duty TO NOTIFY.—If a Federal savings asso-
ciation has been convicted of any criminal offense
under section 1956 ar 1957 of title 18, United States
Code, the Attorney General shall provide to the Direc-
tor a written notification of the conviction and shall
include a certified cogy of the order of conviction from
the court rendering the decigion.

(II})* NOTICE OF TERMINATION; PRETEEMINATION
HEARING.—After receiving written notification from
the Attorney General of such a conviction, the Director
shall issue to the savings association a notice of the
Director’s intention to terminate all rights, privileges,
and franchises of the savings association and schedule
a pretermination hearing.

(B) CONVICTION OF TITLE 81 OFFENSES.—If a Federal
savings association is convicted of any criminal offense

180 in original, Probably should redesignate subclauses (I) and (II) as clauses (i) and (i),
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under section 5322 or 5324 of title 31, United States Code,
after receiving written notification from the Attorney Gen-
eral, the Director may issue to the savings association a
notice of the Director’s intention to terminate all rights,
privileges, and franchises of the savings association and
schedule a pretermination hearing. . :

(C} JUDICIAL - REVIEW.—Subsection (d)}1)(B)(vii) shall
apply to any proceeding under this subsection. :

(2) FACTORS TO BE CONSIDERED.—In determining whether
a franchise shall be forfeited under paragraph (1), the Director
shall take into account the following factors:

(A) The extent to which directors or semior executive

- officers of the savings association knew of, were involved
in, the commission of the money laundering offense of
which the association was found guilty. -

-(B) The extent to which the offense occurred despite
the existence of policies and procedures within the savings
association which were designed to prevent the occurrence
of any such offense.

(C) The extent to which the savings association has
fully cooperated with law enforcement authorities with re-
spect to the investigation of the money laundering offense
of which the association was found gmfty

(D) The extent to which the savings association has
implemented additional internal controls (since the com-
mission of the offense of which the savings association was
found guilty) to prevent the occurrence of any other money
laundering offense.

(E) The extent to which the interest of the local com-
munity in having adequate deposit and credit services
gl\lrjaila le would be threatened by the forfeiture of the fran-

se, '

(8) SUCCESSOR LIABILITY.—This subsection shall not apply
to a successor to the interests of, or a person who acquires, a
savings association that violated a provision of law described
in paragraph (1), if the successor succeeds to the interests of
the violator, or the acquisition is made, in good faith and not
for purposes of evading this subsection or regulations pre-
scribed under this subsection.

(4) DEFINITION.—The term “senior executive officer” has
the same meaning as in regulations prescribed under section
32(f) of the Federal Deposit Insurance Act.

SEC, 7. [12 U.8.C. 1468] APPLICABILITY.!

. The provisions of this Act shall a;ipiy-to the United States and
to Puerto Rico, Guam, and the Virgin Islands.
SEC. B. [12 U.S.C. 1468a) DISTRICT ASSOCIATIONS.

(a) IN GENERAL.—The Director shall, with respect to all incor-
orated or unincorporated building, building or loan, building and
oan, or homestead associations, and similar institutions, of or

transacting or doing business in the District of Columbia, or main-

18action 6 was regggled by section 1201(a) of the American Homeownership and Economic
Opportunity Act of 2000 (P.L. 106-5669; 114 Stat. 3032),
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taining any office in the District of Columbia (other than Federal
savings associations), have the same powers and functions as to
examination, operation, and regulation as the Director has with re-
spect to Federal savings associations. : :

(b) ADDITIONAL POWERS.—Any such association or institution
incorporated under the laws of, or organized in, the District of Co-
lumbia shall have in addition to any existing statutory authority
islpch statutory authority as is vested in Federal savings associa-

ons.

(c) CHARTER AMENDMENTS,—Charters, certificates of incorpora-
tion, articles of incorporation, constitutions, bylaws, or other or-

ganic documents of associations or institutions referred to in sub-

section (b) of this section may, without regard to anything con-
tained therein or otherwise, be amended in such manner and to
such extent and upon such votes if any as the Director may by reg-
ulation or otherwise provide.

(d) LIMITATION.——Nothing in this section shall cause; or permit
the Director to cause, District of Columbia associations to be or be-
come Federal savings associations, or require the Director to im-
pose on District of Columbia associations the same regulations as
are imposed on Federal savings asgociations.

SEC. 9. [12 U.8.C. 1467] EXAMINATION FEES,

(a) EXAMINATION OF SAVINGS ASSOCIATIONS.—The cost of con-
ducting examinations of savings associations pursuant to section
5(d) shall be assessed by the Director against each such savings
association as the Director deems necessary or appropriate.

(b) EXAMINATION OF AFFILIATES.—The cost of conducting
examinations of affiliates of savings associations pursuant to this
Act may be assessed by the Director against each affiliate that is
examined as the Director deems necessary or agpropriate.

(c) ASSESSMENT AGAINST ASSOCIATION IN CASE OF AFFILIATE'S
ReFusaL To Pay—

(1) IN GENERAL.—Subject to paragraph (2), if any affiliate
of any savings association— ' .

®) (A) refuses to pay any assessment under subsection

; Or
(B) fails to pag any such assessment before the end of
the 60-day period beginning on the date of the assessment,
the Director may assess such cost against, and collect such cost
from, such savings association.

(2} AFFILIATE OF MORE THAN 1 SAVINGS ASSQCIATION.—If
any affiliate referred to in paragraph (1} is an affiliate of more
than 1 savings association, the assessment with respect to the
affiliate against, and collected from, any affiliated savings
association in such proportions as the Director may prescribe.
(d) CriviL MONEY NALTY -FOR AFFILIATE'S REFUSAL To

COOPERATE.—

(1) PENALTY MPOSED.—If any affiliate -of any savings
association—

' (A) refuses to permit any examiner appointed by the

Director to make an examination; or

(B) refuses to provide any information required to.be
disclosed in the course of any examination,
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the savings association shall forfeit and pay a civil penalty of

not more than $5,000 for each day that any such refusal con-

tinues. :

(2). ASSESSMENT AND COLLECTION. -—Any nalty imposed
under paragraph (1) shall be assessed and collected by the Di-
rector, in the manner. prmnded in section 8(i)(2) of the Federal
Deposlt Insurance Act, - -

(e) REGULATIONS. --Only the Dlrector may prescnhe regulat:ons
with respect to—

(1) the computation of, and the assessment for, the cost of
conducting examinations pursuant to this section; and- '

(2) the collection and use of such assessments and any fees
under this section. -

Such regulations may -establish formulas to- determine a fee or
schedule of fees to cover the costs of examinations and also to cover
the cost of processing applications, filings, notices, and requests for
approvals by the Director or the Director’s designee. :

(f) COLLECTION ' THROUGH ‘FDIC ‘OR FEDERAL' HOME: LOAN
BANKS.—The Corporation or the Federal home loan banks-shall,
upon request of and by agreement with the Director, collect fees
and assessments on behalf of the Director and be reimbursed for
the actual cost of collection.

{g) CoSTS OF OTHER EXAMINATIONS.—

-+ - (1} EXAMINATION OF FIDUCIARY ACTIVITIES.—In addmon to
-any assessment imposed pursuant to subsection (a), the cost of
conducting examinations of fiduciary activities of savings asso-
ciations which exercise fiduciary powers (including savings
associations or similar institutions in the District of Columbia)
shall be assessed by the Director against such savmgs associa-
tions (or similar institutions).

'(2) EXAMINATIONS IN EXCESS OF 2 PER CALENDAR YEAR —
If any savings association or affiliate of a savings association
is examined by the Director, or the Corporation, as the case
may be, more than 2 times in any calendar year, the cost of
conducting such additional examinations shall be assessed, in
addition to any assessment imposed pursuant to subgection (a),
by the Director or the Corporation, as the case may be, against
such savings association or affiliate.

(h) ADDITIONAL INFORMATION.—AnNy savings association and
any affiliate of any savings association shall provide the Director
with access to any information or report with respect to any exam-
ination made by any public regulatory authority and furnish any
additional information with respect thereto as the Director may re-
_quire,

(i) TREATMENT OF EXAMINATION ASSESSMENTS.—

(1) DEPOSITS.—Amounts received by the Director from
assessments under this section (other than an assessment
under subsection (dX2)) or section 10(b}(4) may be deposited in
the manner provided in section 5234 of the Revised Statutes
with respect to assessments by the Comptroller of the Cur-
rency.

(2) ASSESSMENTS ARE NOT GOVERNMENT FUNDS.—The
amounts received by the Director from any assegsment under
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this section shall not be construed to be Government or public
funds or appropriated money. R
(3) ASSESSMENTS ARE NOT SUBJECT TO APPORTIONMENT OF

FUNDS.—Notwithstanding any other provision of law, the

amounts received by the Director from any assessment under

-this section shall not be subject to apportionment for the pur-

pose of chapter 15 of title 31, United States Code, or under any

other suthority. . .

() ProCEsSSING FEE.—The Director may, in the Director’s sole
discretion, assess against any person that submits to the Director
an application, filing, notice, or request a fee to cover the cost of
proceseing such submission. ' ‘

(k) FEES FOR EXAMINATIONS AND SUPERVISORY ACTIVITIES.—
The Director may assess against institutions for which the Director
is the appropriate Federal banking agency, as defined in gection 3
of the Federal Deposit Insurance Act, fees to fund the direct and
indireet expenses of the Office as the Director deems necessary or
ﬂpropriate. The fees may be imposed more frequently than annu-

ly at the discretion of the Director. _ :

(1) WorkING CAPITAL.—The Director is. authorized to impose
fees and assessments pursuant to subsections (a), (b), (e), and (k)
of this section, in excess of actual expenses for any given year, to
permit the Director to maintain a working capital fund. The Direc-
tor shall remit to the payors of such fees and assessments any
funds collected in excess of what he deems necessary to maintain
such working capital fund. :

{m) USE oF FUNDS.—The Director is authorized to use the com-
bined resources retained through fees and assessments imposed
pursuant to this section to tﬁay all direct and indirect salary and
administrative expenses of the Office, including contracts and pur-
chases of property and services, and the direct and indirect ex-
penses of the examinations and supervisory activities of the Office.

SEC. 10. [12 US.C. 1467a] REGULATION OF HOLDING COMPANIES.
(a) DEFINITIONS.—
(1) IN GENERAL.—As used in this section, unless the con-
text otherwise requires— : :

(A) SAVINGS ASSOCIATION.—The term “savings associa-
tion” includes a savings bank or cooperative bank which is
deemed by the Director to be a Bavings association under
subsection (I). - :

(B) UNINSURED INSTITUTION—The term “uninsured
institution” means any depository institution the deposits
of which are not insured by the Federal Deposgit Insurance
Corporation.

(C) CoMPaNY—The term “company” means any cor-
oration, partnership, trust, joint-stock company, or simi-
ar organization, but does not include the Federal Deposit

Insurance Corporation, the Resolution Trust Corporation,
any Federal home loan bank, or any company the majority
of the shares of which is owned by the United States or
any State, or by an instrumentality of the United States
or any State. : .

(%) SAVINGS AND LOAN HOLDING COMPANY.—
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(i} IN GENERAL.—Except as provided in clause (ii),
the term “savings and loan helding company” means
any company that directly or indirectly controls a sav-
ings association or that controls any other company
that is a savings and loan holding company.

(ii) EXCLUSION.—The term “savings and loan hold-
ing company” does not include a bank holding com-

any that is registered under, and subject to, the Bank

olding Company Act of 1956, or to any company di-
rectly or indirectly controlled By such company (other
than a savinge association). _

(E) MULTIPLE SAVINGS AND LOAN HOLDING COMPANY.—
The term “multiple savings and loan holding compancﬁ"
means any savings and loan holding company which di-
rectly or indirectly controls 2 or more savings associations.

i a?) DIVERSIFIED SAVINGS AND LOAN HOLDING COM-

PANY.—The term “diversified savings and loan holding
company” means any savings aind loan holding company
whose subsidiary savings association and related activities
as permitted under paragraph (2) of subsection (¢) of this
section represented, on either an actual or a pro forma
basis, less than 50 percent -of its consolidated net worth at
the close of its preceding fiscal year and of its consolidated
net earnings for such fiscal year, as determined in accord-
ance with regulations issued by the Director.

(G) SUBSIDIARY.—The term “subsidiary” has the same
Keaning'as in section 3 of the Federal Deposit Insurance

ct. . . .-

(H) AFFILIATE.—The term “affiliate” of a savings asso-

ciation means any person which controls, is controlled by,

or is under common control with, such savings association.

(I) BANK HOLDING COMPANY.—The terms “bank hold-

ing company” and “bank” have the meanings.given to such
t%rggs in section 2 of the Bank Holding Company Act of

1956. : - :

(J) ACQUIRE.—The term “acquire” has the meaning
given to such term in section 13(f)8) of the Federal De-
posit Insurance Act:

{(2) CoNTROL.—For purposes of this section, a person shall

be deemed to have control of—

(A) a savings association if the person directly or indi-
rectly or acting in concert with one or more other persons,
or through one or more subsidiaries, owns, controls, or
holds with power to vote, or holds proxies representing,
more than 25 percent of the voting shares of such savings
association, or controls in any manner the election of a ma-
jority of the directors of such association; :

B) any other company if the person directly or indi-
rectly or acting in concert with one or more other persons,
or through one or more subsidiaries, owns, controls, or
holds -with power to vote, or holds proxies representing,
more than 25 percent of the voting shares or rights of su
other company, or controls in any manner the election or
appointment of a majority of the directors or trustees of




Sec. 10 HOME ‘OWNERS' LOAN ACT 1148

such other company, or is a general partner in or has con-

tributed more than 25 percent of the capital of such other

company; ' :

(C) a trust if the person is a trustee thereof; or

(D) a savings association or any other company if the

- Director determines, after reasonable notice and oppor-
tunity for hearing, that such person directly or indirectly
exercises a controlling influence over the management or
policies of such association or other company. :

(3) ExcLusioNs.—Notwithstanding any other provision of
this subsection, the term “savings and loan holding company”
does not include— _ _ :

(A) any company by virtue of its ownership or control
of voting shares of a-savings assodiation or a savings and
loan holding company acquired in connection with the
underwriting of securities if such shares are held only for
such period of time (not exceeding 120 days unless ex-
tended by the Director) as will permit the sale thereof on
a reasonable bagis; and :

(B) any trust (other than a pension, profit-sharing,
shareholders’, voting, or business trust) which conirols a
savings association or a savings and loan holding company
if such trust by its terms must terminate within 25 years
or not later than 21 years and 10 months after the death
of individuals living on the effective date of the trust, and
is (i) in existence on June 26, 1967, or (ii) a testamentary
trust created on or after June 26, 1967.

(4) SPECIAL RULE RELATING TO QUALIFIED STOCK
ISSUANCE.—No savings and loan holding company shall be
deemed to control a savings association solely by reason of the
purchase by such savings and loan holding company of shares
issued by such savings association, or issued by any savings
and loan holding company (other than a bank holding com-
pany) which controls such savings association, in connection
with a qualified stock issuance if such purchase is approved by
the Director under subsection (qX1XD), unless the acquiring
savings and loan holding company, directly or indirectly, or
acting in concert with 1 or more cther persons, or through 1
or more subsidiaries, owns, controls, or holds with power to
vote, or holds proxies representing, more than 15 percent of
the voting shares of such savings association or holding com-
pany. :

(b) REGISTRATION AND EXAMINATION.—

(1) IN GENERAL,—Within 90 days after becoming a savings
and loan holding company, each savings and loan holding com-
pany shall register with the Director on forms prescribed b
the Director, which shall include such information, under oat
or otherwise, with respect to the financial condition, cwner-
ship, operations, management, and intercompany relationships
of such holding company and its subsidiaries, and related mat-
ters, as the Director may deem necessary or appropriate to
carry out the purposes of this section. Upon application, the
Director may extend the time within which a savings and loan
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il_olding company shall register and file the requisite informa-
10N, ' B :

(2) REPORTS.—Each savings and loan holding company and
each subsidiary thereof, other than a savings association, shall
file with the Director, and the regional office of the Director of
the district in which its principal office is located, such reports
as may be required by the Director. Such reports shall be made

- under oath or otherwise, and shall be in such form and for

such periods, as the Director may prescribe. Each report shall
contain such information concerning the operations of such

" savings and loan holding company and its subsidiaries as the

Director may require,

(3) BOOKs AND RECORDS.—Each savings and loan holding
company shall maintain such books and records as may be pre-
scribed by the Director, o
~ (4) EXAMINATIONS.—Each savings and. loan holding com-
pany and each subsidiary thereof (other than a bank) shall be
subject to such examinations as the Director may prescribe.
The cost of such examinations shall be assessed against and
paid by such holding company. Examination and other reports
may be furnished by the Director to the appropriate State
supervisory authority. Theé Director shall, to the extent deemed
feasible, use for the purposes of this subsection reports filed
with or examinations made by other Federal agencies or the
approg)riate State supervisory authority. _

(5) AGENT FOR SERVICE OF PROCESS.—The Director may re-
quire any savings and loan holding company, or persons con-
nected therewith if it is not a corporation, to execute and file
a prescribed form of irrevocable appointment of agent for serv-
ice of process. - ' '

(6) RELEASE FROM REGISTRATION.—The Director may at
any time, upon the Director’s own motion or upon application,
release a 'registered savings and loan holding company from
any registration theretofore made by such company, if the Di-
rector determines that such company no longer has control of
any savings association. '

(c) HOLDING COMPANY ACTIVITIES,— '

(1) PROHIBITED ACTIVITIES.—Except as otherwise provided
in this subsection, no savings and loan helding company and
no subsidiary which is not a savings association shall—

(A) engage in any activity or render any service for or
on behalf of a savings association subsidiary for the pur-
pose or with the effect of evading any law or regulation ap-
plicable to such savings association;

(B) commence any business activity, other than the
activities described in paragraph (2); or:

{C) continue any business activity, other than the
activities described in paragraph (2), after the end of the
2.year period beginning on the date on which such com-
pany received approval under subsection (e) of this section
to become a savings and loan holding company subject to
the limitations contained in this subﬂlaragraph.

(2) ExEMPT ACTIVITIES,—The prohibitions of subpara-
graphs (B) and (C) of paragraph (1) shall not apply to the fol-

71-726 2001 - 37
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lowing business activities.of any savings and loan holding com-
pany or any subsidiary (of such company) which is not a sav-
ings association: _
Furnishing or performing management services for
a savings association subsidiary of such company.
(B) Conducting an insurance agency or escrow busi-
ness,
(C) Holding, managing, or liquidating assets owned or
acquired from a savings essociation subsidiary of such
company. :

(D) Holding or managing properties used or occupied

by a savings association subsidiary of such company.
(E) Acting as trustee under deed of trust.
(F) Any other activity— _

(i) which the Board of Governors of the Federal
Reserve System, by regulation, has determined to be
permissible for bank holding companies under section
4(c) of the Bank Holding Company Act of 1956, unless
the Director, by regulation, prohibits or limits any
such activity for savings and loan holding companies;

or
" (i) in which multiple savings and loan holding
companies were authorized (by regulation) to directly

engage on March 5, 1987. _

(G) In the case of a savings and loan holding company,
purchasing, holding, or disposing of stock acquired in con-
nection with a qualified stock issuance if the purchase of
such stock by such savings and loan holding company is
approved by the Director pursuant to subsection (q)(1XD).
(3) CERTAIN LIMITATIONS ON ACTIVITIES NOT APPLICABLE TO

CERTAIN HOLDING COMPANIES.~—~Notwithstanding paragraphs
{4) and (6) of this subsection, the limitations contained in sub-
paragraphs (B) and (C) of paragraph (1) shall not apply to an
savings and loan holding company {or any subsidiary of su
company) which controls—

(A) only 1 savings association, if the savings associa-
tion subsidiary of such company is a qualified thrift lender

_ (a8 determined under subsection (m)); or

(B) more than 1 savings association, if—

() all, or all but 1, of the savings association sub-
sidiaries of such company were imtially acquired by
the company or by an individual who would be deemed
to control such company if such individual were a
company—— .

(I) pursuant to an acgquisition under section

13(c} or 13(k) of the Federal Deposit Insurance Act

or section 408(m) of the National Housing Act; or

(I) pursuant to an acquisition in which
assistance was continued to a savi association
under section 13(i) of the Federal Deposit Insur-
ance Act; and . -

(ii) all of the savings association subsidiaries of
such company are qualified thrift lenders (as deter-
mined under subsection (m})).
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(4) PRIOR APPROVAIL, OF CERTAIN NEW ACTIVITIES RE-
QUIRED.—"

(A) IN GENERAL.—No savings and loan holding com-
pany and no subsidiary which is not a savings association
shall commence, either de novo or by an acquisition (in
whole or in Eart) of a going concern, any activity described
in paragraph (2YF)i) of this subsection without the prior

- approval of the Director, '

{B) FACTORS TO BE CONSIDERED BY DIRECTOR.—In con-
sidering any application under subparagraph (A) by any
savings and loan holding company or any subsidiary of
such company which is not a savings association, the Di-
rector sghall consider—

(i) whether the performance of the activity de-
scribed in such application by the company or the sub-
gidiary can reasonably be expected to produce benefits
to the public (such as greater convenience, increased
competition, or gains in efficiency) that outweigh pos-
sible adverse. effects of such activity (such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound financial
practices);

(ii) the managerial resources of the companies in-
volved; and '

(iii) the adequacy of the financial resources, in-
cluding capital, of the companies involved. '
(C) DIRECTOR MAY DIFFERENTIATE BETWEEN NEW AND

ONGOING ACTIVITIES.—In prescribing any regulation or con-

sidering any application under this paragraph, the Direc-

tor may differentiate between activities commenced de
novo and activities commenced by the aequisition, in whole
or in part, of a going concern.

{D) APPROVAL OR DISAPPROVAL BY ORDER.—The ap-
proval or disapproval of any application under this para-
graph by the Director shall be made in an order issued by
the Director containing the reagons for such approval or
disapproval. .

(5) GRACE PERIOD TO ACHIEVE COMPLIANCE-~-If any sav-
ings association referred to in paragraph (3) fails to maintain
the status of such association ag a qualified thrift lender, the
Director may allow, for good cause shown, any company that
controls such association (or any subsidiary of such company
which is not a savings association) up to 3 years to comply
with the limitations contained in paragraph (1)C).

(6) SPECIAL PROVISIONS RELATING TO CERTAIN COMPANIES
AFFECTED BY 1987 AMENDMENTS.—

- (A) EXCEPTION TO 2-YEAR GRACE PERIOD FOR ACHIEV-

ING COMPLIANCE.—Notwithstanding paragraph (1XC), any

company which received approval under subsection (e) of

this section to acquire control of a savings association be-
tween March 5, 1987, and August 10, 1987, shall not con-
tinue any business activity other than an activity de-

scribed in paragraph (2) after August 10, 1987.
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(B) EXEMPTION FOR ACTIVITIES LAWFULLY ENGAGED IN
BEFORE MARCH 5, 1987 —Notwithstanding paragraph (1XC)
and subject to subparagraphs (C) and (]f)%, any savings and
loan holding company which received approval, before
March §, 1987, under subsection (e) of this section to ac-
quire control of a savings association may engage, directly
or through any subsidiary (other than a savings associa-
tion subsidiary of such company), in any activity in which
such company or such subsidiary wae lawfully engaged on
such date. .

(C) TERMINATION OF SUBPARAGRAPH (B) EXEMPTION.—
The exemption provided under subparagraph (B) for activi-
ties engaged in by any savings and loan holding company
or a subsidiary of such company (which is not a savings
association) which would otllflerwise be prohibited under
paragraph (1)C) shall terminate with respect to such
activities of such company or subsidiary upon the occur-
rence (after August 10, 1987) of any of the following:

(i) The savings and loan holding company acquires
control of a bank or an additional savings association
(other than a savings association achired pursuant to
section 13(c) or 13(k) of the Federal Deposit Insurance
ﬁct)or section 406{f) or 408(m) of the National Housing

ct).

(ii) Any savings association subsidiary of the sav-
ings and lean holding company fails to qualify as a do-
mestic building and loan association under section
7701(aX19) of the Internal Revenue Code of 1986.

(iii) The savings and loan holding company en-
gages in any business activity—

(I) which is not described in paragraph (2); .

and
o (II) in which it was not engaged on March 5,
1987,

(iv) Any savings association subsidiary of the sav-
inge and loan holding company increases the number
of locations from which such savings association con-
ducts business after March 5, 1987 (other than an in-
crease which occurs in connection with a transaction
under section 13(c) or (k) of the Federal Deposit Insur-
Knce Act or section 408(m) of the National Housing

ct.

(v) Any savings association subsidiary of the sav-
ings and loan holding company permits any overdraft
(including an intraday overdraft), or incurs any such
overdraft in its account at a Federal Reserve hank, on
behalf of an affiliate, unless such overdraft is the re-
sult of an inadvertent comjputer or accounting error
that is beyond the control of both the savings associa-
tion subsidiary and the affiliate,

(D) ORDER BY DIRECTOR TO TERMINATE SUBPARAGRAPH
(B} ACTIVITY.—Any activity described in subparagraph (B)
may also be terminated by the Director, after opportunity
for hearing, if the Director determines, having due regard




HOME OWNERS' LOAN ‘ACT “Sec. 10

" country.

for the purposes of this title, 1 that such action is necessary

to S:-event conflicts of interest or unscund practices or is

in the public interest. : : :

(7) FOREIGN SAVINGS AND LOAN HOLDING COMPANY.—Not-
withstanding any other provision of this section, any savings
and loan holding company organized under the faws of a for-
eign country as of June 1, 1984 (including any subgidjary
thereof which is not a savi association), whic{l controls a
single savings association on August 10, 1987, shall not be sub-
ject to this subsection with re?ect to any activities of such

olding company which are conducted exclusively in a foreign

{8) EXEMPTION FOR' BANK HOLDING COMPANIES,—Except for
paragraph (1XA), this subsection shall not apply to any com-
pany that is treated as a bank holding company for purposes
of section 4 of the Bank Holding Company Act of 1956, or any
of its subsidiaries. . -

(9) PREVENTION OF NEW AFFILIATIONS BETWEEN S&L HOLD-
ING COMPANIES AND COMMERCIAL FIRMS,— '

(A) IN GENERAL—Notwithstanding paragraph (3), no
company may directly or indirectly, including through any
merger; consolidation, or other type of business combina-
tion, acquire conirol of a savings association after May 4,
1999, unless the company is engaﬁfd-, directly or indirectly
(including through a subsidiary other than a savings asso-
ciation), only in activities that are permitted—

(i) under paragraph (1XC) or (2) of this subsection;
or :
(ii) for financial holding companies under section

4(k) of the Bank Holding Company Act of 1956.

(B) PREVENTION OF NEW COMMERCIAL AFFILIATIONS.~
Notwithstanding paragraph (3), no savings and loan hold-
ing company may enga%e directly or indirectly (including
through a subsidiary other then a savin%s asgociation) in
any activity other than as described in clauses (i) and (i)
of subparagraph (A).

(C) PRESERVATION OF AUTHORITY OF EXISTING UNITARY
8&1 HOLDING COMPANIES.—Subparagraphs (A) and (B) do
not apply with respect to any company that was a savings
and loan holding company on May 4, 1999, or that be-
comes a savings and loan holding company pursuant to an
application pending before the Office on or before that
date, and that— '

(i) meets and continues to meet the requirements
of paragraph (3); and )

(ii) continues to control not fewer than 1 savings
association that it controlled on May 4, 1999, or that
it acquired pursuant to an application pending before
the Office on or before that date, or the successor to
such savings association. _ -

(D) CORPORATE REORCANIZATIONS PERMITTED.—This
paragraph does not prevent a transaction that—

180 in original. This Act does not contain titles.
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(i) involves solely a company under common con-
trol with a savings and loan holding company from ac-
quiring, directly or indirectly, control of the savings
and loan holding company or any savings association
that is already a subsidiary of the savings and loan
holding company; or

(ii) involves solely a merger, consolidation, or
other type of business combination as a result of which
a company. under common control with the savin,
and loan holding company acquires, directly or indi-
rectly, control of the savings and loan holding com-
pany or any savings association that is already a sub-
sidiary of the savings and loan holding company.

(E) AUTHORITY TO PREVENT EVASIONS.—The Director
may issue interpretations, regulations, or orders that the
Director determimes necessary to administer and carry out
the purpose and prevent evasions of this par:ﬁra h, in-
cluding a determination that, notwithstanding the E)rm of
a transaction, the transaction would in substance result in
a comlpany acquiring control of a savings association.

. (F) PRESERVATION OF AUTHORITY FOR FAMILY
TRUSTS.—Subparagraphs (A) and (B) do not apply with re-
spect to any trust that becomes a savings and loan holding
company with respect to a savings association, if—

_ (i) not less than 85 percent of the beneficial own-
ership interests in the trust are continuously owned,
directly or indirectly, by or for the benefit of members
of the same family, or their spouses, who are lineal

descendants of common ancestors who controlled, di-

rectly or indirectly, such savings association on May 4,

1999, or a subsequent date, pursuant to an application

pelclld.ing before the Office on or before .May 4, 1999;

an

(ii) at the time at which such trust becomes a sav-
ix;fa and loan holding company, such ancestors or lin-
eal descendants, or spouses of such descendants, have
directly or indirectly controlled the savings association
continucusly since May 4, 1999, or a subsequent date,
pursuant to an application pending before the Office
on or before-May 4, 1999. .

(d) TRANSACTIONS WITH AFFILIATES.—Transactions between
any subsidiary savings association of a savings and loan holdin,
company and any aﬂ%.iate (of such savings association subsidiary%
shall be subject to the limitations and prohibitions specified in sec-
tion 11 of this Act. :

(e) ACQUISITIONS.—

(1) IN GENERAL.~-It shall be unlawful for—

(A) any savings and loan holding company directly or
indirectly, or through one or more subsidiaries or through
one or more transactione—

- (i) to acquire, except with the prior written ap-
proval of the Director, tl‘:le control of a savings associa-
tion or a savings and loan holding company, or to re-
tain the control of such an association or holding com-




1155

HOME OWNERS' LOAM ACT Sec. 10

pany acquired or retained in violation of this section
as heretofore or hereafter in effect;

(ii) to acquire, except with the prior written ap-
proval of the Director, by the process of merger, con-
solidation, or purchase of assets, another savings asso-
ciation or a savinﬁ -and loan holding company, or all
or substantially all of the assets of any such associa-
tion or holding company;

(iii) to acquire, by purchase or otherwise, or to re-
tain, except with the prior written approval of the Di-
rector, more than 5 percent of the voting shares of a
savings association not a subsidiary, or of a savings
and loan holding company not a subsidiary, or in the
case of a-multiple savings and loan holding company
(other than a company described in subsection (c}8)),
to acquire or retain, and the Director may not author-
ize ‘acquisition or retention of, more than 5 percent of
the voting sharss of any company not a subsidiary
which is engaged in any business activity other than

. the activities specified in subsection (c}2). This clause

shall not apply to shares of a savings association or of
a gavings and loan holding company—

(I) held as a bona fide fiduciary (whether with
or without the sole discretion to vote such shares);

(I} held temporarily pursuant to an under-
writing commitment in the normal course of an
underwriting busineas;

(IIT} held in an account solely for trading pur-
poses;

(IV) over which no control is held other than
control of voting rights acquired in the normal
course of a proxy solicitation;

(V) acquired in securing or collecting a debt
previously contracted in good faith, during the 2-
year period beginning on the date of such acquisi-
tion or for such additional time (not exceeding 3
years) as the Director may permit if the Director
determines that such an extension will not be det-
rimental to the public interest; :

(V1) acquired under section 408(m) of the Na-
tional Housing Act or section 13(k) of the Federal
Deposit Insurance Act; '

(VID) beld by any insurance company, as de-
fined in section 2(a)(17) of the Investment Com-
pa)ny Act of 1940, except as provided in paragraph
(6); or '

(VIII} acquired pursuant toa qualified stock
issuance if such purchase is approved by the Di-
rector under subsection (q)(l)(Dg; :

' except that the aggregate amount of shares held under

this clause (other than under subclauses (I), (II), (111},
(IV), and (V1)) may not exceed 15 percent of all out-
standing shares or of the voting &(:iwﬂ of a savings
association-or savings and loan holding company; or
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(iv) to acquire the control of an uninsured institu-
tion, or to retain for more than one year after Feb-
ruary 14, 1968, or from the date on which such control
was acquired, whichever is later, except that the Di-
rector may upon apglication by such company extend
such one-year period from year to year, ?or an addi-
tiona) period not exceeding 3 years, if the Director
finds such extension is warranted and is not detri-
mental to the public interest; and
(B) any other company, without the prior written ap-

proval of the Director, directly or indirectly, or through one
or more subsidiaries or through one or more transactions,
to acquire the control of one or more savings associations,
except that such ap]iroval shall not be required in connec-
tion with the control of a savings association, (i) acquired
by devise under the terms of a will creating a trust which
is excluded from the definition of “savings and loan hold-
ing company” under subsection (a) of this section, (ii} ac-
quired in connection with a reorganization in which a per-
son or group of persons, having had control of a savings
association for more than 3 years, vests control of that
association in a newly formed holding company subject to
the control of the same person or group of persons, or (iii)
acquired by a bank holding co_mlgandir that is registered
under, and subject to, the Bank Holding Company Act of
1956, or any company controlled by such bank holding
company. The Director shall apgrove an acquisition of a
savings association under this subparagraph unless the Di-
rector finds the financial and managenial resources and fu-
ture prospects of the company and association involved to
be such that the acquisition would be detrimental to the
association or the insurance risk of the Savings Associa-
tion Insurance Fund or Bank Insurance Fund, and shall
render a decision within 90 days after submission to the
Director of the complete record on the application.
Consideration of the managerial resources of a company or sav-
ings association under gubparagraph (B) shall include consider-
ation of the competence, experience, and integrity of the offi-
cers, directors, and principal shareholders of the company or
association,
{2) FACTORS TO BE CONSIDERED.—The Director shall not
a})prove any acquisition under subparagraph (A)i) or (A)ii), or
o

more than one savings association under subpara%raph (B)

of paragraph (1) of this subsection, any acquisition of stock in
connection with a qualified stock issuance, any acquisition
under paragraph (4)(A), or any transaction under section 13(k)
of the Federa.{) Deposit Insurance Act, except in accordance
with this paragraph. In every case, the Director shall take into
consideration the financial and managerial resources and fu-
ture prospects of the company and association involved, the ef-
fect of the acquisition on the association, the insurance risk to
the Savings Association Insurance Fund or the Bank Insurance
Fund, and the convenience and needs of the community to be
gerved, and shall render a decision within 90 days after sub-
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mission to the Director of the complete record on the applica-
tion. Consideration of the managerial resources of a company
or savings association shall include consideration of the com-
petence, experience, and integrity of the officers, directors, and
principal shareholders of the company or association. Before
approving any such acquisition, except a transaction under sec-
tion 13(k) of the Federal Deposit Insurance Act, the Director
shall request from the Attorney General and consider any re-
port rendered within 30 days on the competitive factors in-
volved. The Director sh not approve -any . proposed
acquisition— .

(A) which would result in a monopoly, or which would
be in furtherance of any combination or conspiracy to
monopolize or to attempt to monopolize the savings and
loan business in any part of the United States

B) the effect of which in any-section of the country
may be substantially to lessen competition, or tend to cre-
ate a monopoly, or which in any other manner would be
in restraint of trade, unless it finds that the anticompeti-
tive effects of the. proposed acquisition are clearly out-
weighed in the public-interest by the probable effect of the
acquigition in meeting the convenience and needs of the
community to be served, :

(C) if the company fails to provide adequate assur-
ances to the Director that the company will make available
to the Director such information on the operations or
activities of the company, and any affiliate of the company,
as the Director determines to be appropriate to determine
and enforce compliance with this Act, or

D) in the case of an application involving a foreign
bank, if the foreign bank is not subject to comprehensive
supervision or regulation on a consolidated basis by the
appropriate authorities in the bank’s home country.

(3) INTERSTATE ACQUISITIONS.—No acquisition shall be ap-
proved by the Director under this subsection which will result
in the formation by any company, through one or more subsidi-
aries or through one or more transactions;, of a multiple sav-
ings and loan holding company controlling savings asgsociations
in more than one State, unless— \ .

(A) such company, or a savings association subsidiary
of such company, is authorized to acquire control of a sav-
ings association subsidiary, or to operate a home or branch
office, in the additional State or States pursuant to section
13(k) of the Federal Deposit Insurance Act; .

(B) such company controls a savings association sub-
sidiary which operated a home or branch office in the addi-
tional State or States as of March 5, 1987; or

(C) the statutes of the State in which the savings asso-
ciation to be acquired is located permit a savings associa-
tion chartered by such State to be acquired by a savings
association chartered by the State where the acquiring
savings association or savings and loan holding company is
located or by a holding company that controls such a State
chartered savings association, and such statutes specifi-




Sec. 10 HOME OWNERS' LOAN ACT 1158

cally authorize such an acquisition by language to that ef-
fect and not merely by impcllication. v angneg

{4) ACQUISITIONS BY CERTAIN INDIVIDUALS.—

(A) IN GENERAL~—Notwithstanding subsection hX2),
any director or officer of a savings and loan holding com-
pany, or any individual who owns, controls, or holds with
power to vote (or holds proxies representing) more than 25
percent of the voting shares of such holding company, may
acquire control of any savings association not a subsidiary
of such savings and loan heolding company with the prior
written glerova.l of the Director,

(B) TREATMENT OF CERTAIN HOLDING COMPANIES,—If
any individual referred to in sublparagraph (A) controis
more than 1 savings and loan holding company or more
than 1 savings association, any savings andp loan holding
company controlled by such individual shall be subject to
the activities limitations contained in subsection (c) to the
same extent such limitations apply to multiple savings and
loan holding companies, unless or all but 1 of the sav-
ings associations (including any institution deemed to be a
savings association under subsection (1)? of this section)
controlled directly or indirectly by such individual was ac-

uired pursuant to an acquisition described in subclause
) or (I) of subsection (eX3XBXi).

(6} ACQUISITIONS PURSUANT TO CERTAIN SECURITY INTER-
ESTS.—This subsection and subsection (¢)(2) of this section do
not agply to any savings and loan holding company which ac-
quired the control of a savings association or of a savings and
loan holding company pursuant to a pledge or hypothecation to
secure a loan, or in connection with the liquidation of a loan,
made in the ordinary course of business. It shall be unlawful
for any such company to retain such control for more than one
vear after February 14, 1968, or from the date on which such
control was acquired, whichever is later, except that the Direc-
tor may upon application by such com&)any extend such one-
year period from year to year, for an additional period not ex-
ceeding 3 years, if the Director finds such extension is war-
ranted and would not be detrimental to the public interest.

(6) SHARES HELD BY INSURANCE AFFILIATES.—Shares de-
scribed in clause (iii)(VII) of paragraph (1)A) shall not be ex-
cluded for purposes of clause (iii} of such paragraph if—

(A) z:ilp shares held under such clause GiiXVID) by all
insurance company affiliates of such savings association or
savings and loan holding company in the aggregate exceed
5 percent of all outstanding shares or of the voting power
of the savings association or savings and loan holding com-

any; or .

P (B) such shares are acquired or retained with a view

to acquiring, exercising, or transferri control of the sav-

ings association or savings and loan holding company.-
(f) DECLARATION OF DIVIDEND.—Every subsidiary savings asso-
ciation of a savings and loan holding company shall give the Direc-

E So in original. Probably should be “subsection (1)”.
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tor not }ess than 30 days’ advance notice of the proposed declara-
tion by its directors of any dividend on its guaranty, permanent, or
other nonwithdrawable stock. Such notice period shall commence to
run from the date of receipt of such notice by the Director. Any
such dividend declared within such period, or without the giving of
such notice to the Director, shall be invalid and shall confer no
rights or benefits upon the holder of any such stock. '
(g) ADMINISTRATION AND ENFORCEMENT.—

(1) IN GENERAL.—The Director is authorized to issue such
regulations and orders as the Director deems necessary or
appropriate to enable the Director to administer and carry out
the purposes of this section, and to require compliance there-
with and prevent evasions thereof.

(2) INVESTIGATIONS.—The Director may make such inves-
tigations as the Director deems necessary or appropriate to
determine whether the provisions of this section, and regula-
tions and orders thereunder, are being and have been complied
with by savings and loan holding companies and subsidiaries
and affiliates thereof. For the purpose. of any investigation
under this section, the Director may administer oaths and
affirmations, issue subpenas, take evidence, and require the
production of any books, papers, correspondence, memoran-
dums, or other records which may be relevant or material to
the inquiry. The attendance of witnesses and the production of
any such records may be required from any place in any State.
The Director may apply to the United States district court for
the judicial district (or the United States court in any territory)
in which any witness or company subpenaed resides or carries
on business, for enforcement of any subpena issued pursuant
to this paragraph, and such courts shall have jurisdiction and
power to order and require compliance. _ .

(3) PROCEEDINGS.—(A) In any proceeding under subsection
(2)(2XD) or under paragraph (5) o? this section,! the Director
may administer oaths and affirmations, take or cause to be
taken depositions, and issue subpenas. The Director may make
regulations with respect to any such proceedings. The attend-
ance of witnesses and the production of documents provided for
in this paragraph may be required from any place in any State
or in any territory at any %esignabed place where such pro-
ceeding is being conducted. Any party to such proceedings may
apply to the United States District Court for the District of Co-
lumbia, or the United States district court for the judicial dis-
trict or the United States court in any territory in which such
proceeding is being conducted, or where the witness resides or
carries on business, for enforcement of any subpena issued pur-
suant to this paragraph, and such courts shall have jurisdic-
tion and power to order and require compliance therewith. Wit-
nesses subpenaed under this section shall be paid the same
fees and mileage that are paid witnesses in the district courts
of the United States.

180 in original. Probably should be “subsection,”.
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(B) Any hearing })rm_rided for in subsection (a)(2)D) or
under paragraph (5) of this section?! shall be held in the Fed-
eral judicial district or in the territory in which the principal
office of the association or other company is located unless the
garty afforded the hearing consents to another place, and shall

e conducted in accordance with the provisions of chapter & of
title 5, United States Code.

(4) INJUNCTIONS. —Whenever it appears to the Director
that any person . is engaged or has engaged or is about to en-
gage in any acts or practices which constitute or will constitute
a violation of the dprovisions of this section or of any regulation
or order thereunder, the Director may bring an action in the
proper United States district court, or the l?nited States court
of any territory or other place subject to the jurisdiction of the
United States, to enjoin such acts or practices, to enforce com-
pliance with this section or any regugation or order, or to re-
quire the divestiture of any acquisition in viclation of this sec.
tion, or for any combination of the foregoing, and such courts
shall have jurisdiction of such actions. Upon a proper showing
an injunction, decree, restraining order, order of divestiture, or
other apgropriate order shall be granted without bond.

(5} CEASE AND DESIST ORDERS,—(A) Notwithstanding any
other provision of this section, the Director may, whenever the
Director has reasonable cause to believe that the continuation
by a savings and Joan holding company of any activity or of
ownership or control of any of its noninsured subsidiaries con-
stitutes a serious risk to the financial safety, soundness, or sta-
bility of a savings and loan holding company’s subsidiary sav-
ings association and is-inconsistent with the sound operation
of a savings association or with the purposes of this section or
section 8 of the Federal Deposit Insurance Act, order the sav-
ings and loan holding company or any of its subsidiaries, after
due notice and opportunity for hearing, to terminate such
activities or to terminate (within 120 days or such longer pe-
riod as the Director directs in unusual circumstances) its own-
ership or control of any such noninsured subsidiary either by
sale or by distribution of the shares. of the subsidiary to the
shareholders of the savings and loan holding company. Such
distribution shall be pro rata with respect to all of the share-
holders of the distributing savings and loan holding company,
and the holding company shall not make any charge to 1ts
shareholders arising out of such a distribution.

(B) The Director may in the Director’s discretion a?pli\;to
the United States district court within the jurisdiction of which
the principal office of the company is located, for the enforce-
ment of any effective and outstanding order issued under this
section, and such court shall have jurisdiction and power to
order and require compliance therewith. Except as provided in
subsection (j), no court shall have jurisdiction to affect by
injunction or otherwise the issuance or enforcement of any no-
tice or order under this section, or to review, modify, suspend,
terminate, or set aside any such notice or order.

180 in original. Probably should be “subsection,”.
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(h) PROHIBITED ACTS.—It shall be unlawful for—

(1) any savings and loan holdinf company or subsidiary
thereof, or any director, officer, employee, or person owning,
controlling, or holding with power to vote, or ﬁol ing proxies
representing, more than 26 percent of the voting shares, of
such holding company or subsidiary, to hold, solicit, or exercise
any proxies in respect of any voting rights in a savings associa-
tion which is a mutual association;

(2) any director or officer of a savings and loan holding
company, or any individual who owns, controls, or holds with
power to vote (or holds proxies representing) more than 25 per-
cent of the voting shares of such holding company, to acquire

.control of any savings association not a subgidiary of such sav-

ings and loan holding company, unless such acquisition is ap-
proved by the Director pursuant to subsection (e}4); or

(3) any individual, except with the prior approval of the
Director, to serve or act as a director, officer, or trustee of, or
become a partner in, any savings and loan holding company

- after having been convicted of any criminal offense involving

dishonesty or breach of trust.
(i) PENALTIES.— ' o :

{1) CRIMINAL PENALTY.—(A) Whoever knowingly violates
any provision of this section or being a company, violates any
regulation or order issued by the Director under this section,
shall be imprisoned not more than 1 year, fined not more than
$100,000 per day for each day during which the viclation con-
tinues, or both. :

(B) Whoever, with the intent to deceive, defraud, or profit
significantly, knowingly violates any provision.of this section
shall be fined not more than $1,000,000 per day for each day
during which the violation continues, imprisoned not more
than 5 years,-or both. - o S

(2) CIvIL MONEY PENALTY.—

(A) PENALTY.—Any company which violates, and any
person who participates in a violation of, any provision of
this section, or any regulation or order issued pursuant
thereto, shall forfeit and pay a civil penalty of not more
than $25,000 for each day during which such violation con-
tinues. . :

"(B) ASSESSMENT.—Any penalty imposed under sub-
paragraph (A) may be assessed and collected by the Direc-

tor in the manner provided in subparagraphs (E), (F); (Q),

and (I) of section 8(iX2) of the Federal Deposit Insurance

Act for penalties imposed (under such section) and an

such assessment shall be subject to the provisions of su

section. S

(C) HEARING.-~The company or other person- against
whom any civil penalty is. assessed under this paragraph
shall be afforded a hearing if such company or person sub-
mits a request for such hearing within 20 days after the
issuance of the notice of assessment. Section 8(h) of the

Federal Deposit Insurance Act shall apply to any pro-

ceeding under this paragraph.
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tinues.

(D) D1sBURSEMENT.—AIl penalties collected under au-
thority of this paragraph shall be deposited into the Treas-

. (E) VIOLATE DEFINED.—For purposes of this. section,
the term “violate” includes any action (alone or with an-
other or others) for or toward causing, bringing about, par-
ticipating in, counseling, or aiding or abetting a violation.

(F) REGULATIONS.—The Director. shall prescribe regu-
lations establishing such l!l)rocedures as may be necessary
to carry out this paragraph.

(3) CIVIL MONEY PENALTY.~ :

(A) PENALTY.—Any company which violates, and any
person who participates in a violation of, any provision of
this section, or any regulation or order issued pursuant
thereto, shall forfeit and pay a civil cEena.li:y of not more
than $25,000 for each day during which such violation con-

(B) ASSESSMENT; ETC.—Any penalty imposed under
subparagraph (A) may be assessed and collected by the Di-
rector in the manner provided in subgaragraphs (E), (F),
(®), and (I) of section 8(iX2) of the Federal Deposit Insur-
ance Act for penalties imposed (under such section) and
any such assessment shall be subject to the provisions of
such section.

(C) HEARING.—The company or other person against
whom any penalty is assessed under this paragraph shall
be afforded an agency hearing if such company or person
submits a request for such hearing within 20 days after
the issuance of the notice of assessment. Section 8(h) of
the Federal Deposit Insurance Act shall apply to any pro-
ceeding under this paragraph.

(D) DISBURSEMENT.—AII ]jaenalties collected under au-
thority of this paragraph shall be deposited into the Treas-
ury.
(E) VIOLATE DEFINED.—For purposes of this section,
the term “violate” includes any action (alone or with an-
other or others) for or toward causing, bringing about, par-
ticipating in, counseling, or aiding or abetting a violation.

(F) REGULATIONS.—The Director shall prescribe regu-
lations establishing such l§l)r(:-ced111'e55 as may be necessary
to carry out this paragraph.

(5)1 NOTICE UNDER THIS SECTION AFTER SEPARATION FROM

SERVICE.—The resignation, termination of employment or par-
ticipation, or separation of an institution-affiliated party
(within the meaning of section 3(u) of the Federal Deposit
Insurance Act) with respect to a savings and loan holding com-
pany or subsidiary thereof (including a separation caused by
the deregistration of such a company or such a subsidiary)
shall not affect the jurisdiction and authority. of the Director to
issue any notice and proceed under this section against any
such party, if such notice is served before the end of the 6-year
period beginning on the date such party ceased to be such a

180 in original. Probably should be {4).
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party with respect to such holding company or its subsidiary

(whether such date occurs before, on, or after the date of the

enactment of this paragraph).

() JUDICIAL REVIEW.—Any party aggrieved by an order of the
Director under this section may obtain & review of such order by
filing in the court of appeals of the United States for the circuit in
which the principal office of such party is located, or in the United
States Court of Appeals for the District of Columbia Circuit, within
30 days after the date of service of such order, a written petition
praying that the order of the Director be modified, terminated, or
set aside. A copy of the petition shall be forthwith transmitted by
the clerk of the court to the Director, and thereupon the Director
shall file in the court the record in the proceeding, as provided in
section 2112 of title 28, United States Code. Upon the filing of such
petition, such court shall have jurisdiction, which upon the filing
of the record shall be exclusive, te affirm, modify, terminate, or set
aside, in whole or in part, the order of the Director. Review of such
proceedings shall be had as provided in chapter 7 of title &, United
States Code. The judgment and decree of the court shall be final,
except that the same shall be subject to review by the Supreme
Court upon certiorari as provided in section 1254 of title 28, United
States Code. : . _

(k) SaviNgs CLAUSE.—Nothing contained in this section, other
. than any transaction approved under subsection (¢)(2) of this sec-
tion or section 13 of the Federal Deposit Insurance Act, shall be
interpreted or construed as approving any act, action, or conduct
which is or has been or may Ee in violation of existing law, nor
shall anything herein contained constitute a defense to any action,
suit, or proceeding pending or hereafter instituted on account of
any act, action, or conduct in violation of the antitrust laws.

(1) TREATMENT OF FDIC INSURED STATE SAVINGS BANKS AND
‘COOPERATIVE. BANKS AS SAVINGS ASSOCIATIONS.— .

(1) IN GENERAL.—Notwithstanding any other provision of
law, a savings bank (as defined in section 3(g) of the Federal
Deposit Insurance Act) and a cooperative bank that is an in-
sured bank (as defined in section 3(h) of the Federal Deposit
Insurance Act) upon application shall be deemed to be a sav-
ings association for the purpose of this section, if the Director
determines that such bank is a qualified thrift lender (az deter-
mined under subsection (m)). .

(2) FAILURE TO MAINTAIN QUALIFIED THRIFT LENDER STA-
TUS,—If any savings bank which is deemed to be a savings
association under paragraph (1) subsequently fails to maintain
its status as a qualified thrift lender, as determined by the Di-
rector, such bank may not thereafter be a qualified thrift
lender for a period of 5 years,

(m) QUALIFIED THRIFT LENDER TEST.—

(1) IN GENERAL.—Ezxcept as provided in paragraphs (2} and
(7), any savings association is a qualified thrift lender if-—

(A) t%le savings association qualifies as a domestic
building and loan association, as such term is defined in
. section 7701(a)(19).of the Internal Revenue Code of 1986;
or ‘
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(B)i) the savings association’s qualified thrift invest-
ments equal or exceed 65 percent of the savings associa-
tion's portfolio assets; and

(ii) the savings association’s .qualified thrift invest-
ments continue to equal or exceed 65 percent of the sav-

- ings association’s portfolio assets on a monthly average
basis in 9 out of every 12 months.

(2) EXCEPTIONS GRANTED BY DIRECTOR.—Notwithstanding
paragraph (1), the Director may grant such temporary and lim-
1ted exceptions from the minimum actual thrift investment
B?rcentage requirement contained in such paragraph as the

rector deems necessary if— .

- (A) the Director determines that extraordinary cir-

cumstances exist, such as when the effects of high interest

rates reduce mortgage demand to such a degree that an
insufficient opportunity exists for a savings association to
meet such investment requirements; or

(B) the Director determines that—

(i) the grant of any such exception will signifi-
cantly facilitate an acquisition under section 13(c) or
13(k) of the Federal Deposit Insurance Act;

(ii) the acquired association will comply with the
transition requirements of paragraph (7)(%), as if the
date of the exemption were the starting date for the
transition period described in that paragraph; and

{(iii) the Director determines that the exemption
will not have an undue adverse effect on compet;ivl;ﬁ
savings associations in the relevant market and wi
further the purposes of this subsection. .

(3) FAILURE TO BECOME AND REMAIN A QUALIFIED THRI

LENDER.-~
(A) IN GENERAL.—A savings association that fails to
become or remain a qualified thrift lender shall either be-

come one or more banks (other than a savings bank) or be
subject to subparagraph (B), except as provided in sub-
paragraph (D),

) RESTRICTIONS APPLICABLE TO SAVINGS . ASSOCIA-
TIONS THAT ARE NOT QUALIFIED THRIFT LENDERS.—

(i) RESTRICTIONS EFFECTIVE IMMEDIATELY.—The
following restrictions shall apply to a savings associa-
tion beginning on the date on which the savings asso-
ciation should have become or ceases to be a qualified
thrift lender:

(I) AcTiviTiES.—The savings association shall
not make .any new investment (including an
investment in a subsidiary) or engage, directly or
indirectly, in any other new activity unless that
investment or activity would be permisgible for
the savings association if it were a national bank,
and is also permissible for the savings association
as a savings association,

(II) BRANCHING.—The savings association
shall not establish any new branch office at any
location at which a national bank located in the
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savings association’s home State may not estab-
lish a branch office. For purposes of this sub-
clause, a savings association’s home State is the
State in which the savings association’s total de-
posits were largest on the date on which the sav-
ings association should have become or ceased to
be a qualified thrift lender.

(III) DivipENDS.—The savings association
shall be subject to all statutes and regulations
goverm'ng the payment of dividends by a national

ank in the same manner and to the same extent

as if the savings association were a national bank. .

(i1) ADDITIONAL RESTRICTIONS EFFECTIVE AFTER 3
YEARS.—Beginning 3 years after the date on which a
savings association should have become a qualified
thrift lender, or the date on which the savings associa-
tion ceases to be a qualified thrift lender, as applica-
ble, the savings association shall not retain any
investment (including an investment in any sub-
sidiary) or engage, directly or indirectly, in any activ-
ity, unless that investment or activity—

(I) would be permissible for the savings asso-
ciation if it were a national bank; and

(II) is permissible for the savings association
as a savings association,

{C) HOLDING COMPANY REGULATION.--Any company
that controls a savings association that is subject to any
provision of subparagraph (B) shall, within one year after
the date on which the savings association should have be-
come or ceases to be a qualified thrift lender, register as
and be deemed to be a bank holding company subject to
all of the provisions of the Bank Holding Company Act of
1956, section 8 of the Federal Deposit Insurance Act, and
other statutes applicable to bank holding companies, in the
same manner and to the same extent as if the company
were a bank holding company and the savings association
were a bank, as those terms are defined in the Bank Hold-
ing Company Act of 1956.

(D) REQUALIFICATION.—A savings association that
should have become or ceases to be a qualified thrift
lender shall not be subject to subparagraph (B) or (C) if
the savings association becomes a qualified thrift lender by
meeting the qualified thrift lender requirement in para-
graph (1) on a monthly average basis in 9 out of the pre-
ceding 12 months and remains a qualified thrift lender. If
the savings association (or any savings association that ac-
quired all or substantially ali of its assets from that sav-
ings association) at any time thereafter ceases to be a
qualified thrift lender, it shall immediately be subject to
all provisions of subparagraphs (B) and (C) as if all the pe-
rio g described in subparagraphs (B)ii) and (C) had ex-

ired.
d (E) DEPOSIT INSURANCE ASSESSMENTS.—Any bank
chartered as a result of the requirements of this section
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shall be obligated until December 31, 1993, to pay to the
Sevings Association Insurance Fund the assessments as-
sessed on savings associations under the Federal Deposit
Insurance Act. Such association shall also be assessed, on
the date of its change of status from a Savings Association

Insurance Fund member, the exit fee and entrance fee pro- .

vided in section 5(d) of the Federal Deposit Insurance Act.
Such institution shall not be obligated to pay the assess-
ments assessed on banks under the Federal Deposit Insur-
ance Act until— : e
(i) December 31, 1993, or
(it) the institution’s change of status from a Sav-
ings Association Insurance Fund member to & Bank

Insurance Fand member,
whichever is later. ‘

(F)} EXEMPTION FCR SPECIALIZED SAVINGS ASSOCIATIONS
SERVING CERTAIN MILITARY PERSONNEL.~—Subparagraph (A)
shall not apply to a savings association subsidiary of a sav-
ings and loan holding company if at least 90 percent of the
customers of the savings and loan holding company and its
subsidiaries and affiliates are active or former members in
the United States military services or the widows, wid-
owers, divorced spouses, or current or former dependents
of such members. _

(G) EXEMPTION FOR CERTAIN FEDERAL SAVINGS ASSO-
ciaTIoNS—This paragraph shall not apply to any Federal
savings association in existence as a Federal savings asso-
ciation on the date of enactment of the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989

(i) that was chartered before October 15, 1982, as

2 savings bank or a cooperative bank under State law;

or .

(i1) that acquired its principal assets from an asso-

‘ciation that was chartered before October 15, 1982, as

a savings bank or a cooperative bank under State law.

(H) NO CIRCUMVENTION OF EXIT MORATORIUM.—Sub-
paragraph (A) of this paragraph shall not.be construed as
permitting any-insureg depository institution to engage in
any conversion transaction prohibited under section 5(d) of
the Federal Deposit Insurance Act.

(4) DEFINITIONS.—For purposes of this subsection, the fol-

lowing definitions shall apply:

(A) ACTUAL THRIFT INVESTMENT . PERCENTAGE.—The
term “actual thrifi investment percentage” means the per-
centage determined by dividing— :

(i} the amount of a savings association’s qualified
thrift investments, by ' _

(ii) the amount of the savings association’s port-
folio assets.

(B) PoRrTFOLIO ASSETS.—The term “portfolic assets”
means, with respect to any savings association, the total
assets of the savings association, minus the sum of—

(i) goodwill and other intangible assets;
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(ii) the value of property used by the savings asso-
ciation to conduct its business; and

(iii) Hquid assets of the t_yﬁ)e required to be main-
tained under section 6 of the Home Owners’ Loan Act,
as in effect on the day before the date of the enact-
ment of the Financial Regulatory Relief and Economic
Efficiency Act of 2000, in an amount not exceeding the
amount equal to 20 percent of the savings association’s
total assets.

(C) QUALIFIED THRIFT INVESTMENTS.—

(i) IN GENERAL.—The term “qualified thrift invest-
ments” means, with respect to any savings association,
the assets of the savings association that are described
in clauses (ii) and (iii). '

(ii) ASSETS INCLUDIBLE WITHOUT LIMIT.—The fol-
lowing assets are described in this clause for purposes
of clause (i) o

(I) The aggregate amount of loans held by the
savings association that were made to purchase,
refinance, construct, improve, or repair domestic
regidential housing or manufactured housing.

(II) Home-equity loans.

(ITI) Securities backed by or representing an
interest in morigages on domestic residential
housing or manufactured housing.

(I% EXISTING OBLIGATIONS OF DEPOSIT INSUR-
ANCE AGENCIES.—Direct or indirect obligations of
the Federal Deposit Insurance Corporation or the
Federal Savings and Loan Insurance Corporation
issued in accordance with the terms of agreements
entered into prior to July 1, 1989, for the 10-year
period beginning on the date of issuance of such
obligations.

(V) NEW OBLIGATIONS OF DEPOSIT INSURANCE
AGENCIES.—ODbligations of the Federal Deposit
Insurance Corporation, the Federal Savings and
Loan Insurance Corporation, the FSLIC Resolu-
tion Fund, and the Resolution Trust Corporation
issued in accordance with the terms of agreements
entered into on or after July 1, 1989, for the 5-
year period beginning on the date of issuance of
such obligations, .

(VI) Shares of stock issued by any Federal
home loan bank.

(VID) Loans for educational purposes, loans to
small businesses, and loans made through credit
cards or credit card accounts.

(iii) ASSETS INCLUDIBLE SUBJECT TO PERCENTAGE
RESTRICTION.—The following assets are described in
this clause for purposes of clause (i): .

I) 50 percent of the dollar amount of the resi-
dential mortgage loans originated by such savings
association and gold within 90 days of origination.
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(II) Investments in the capital stock or obliga-
tions -of, and any other security issued by, any
service corporation if such service corporation de-
rives at least 80 percent of its annual gross reve-
nues from activities' directly related to purchasing,
refinancing, constructing, improving, or repairi
domestic residential real estate or manufact;rlgg

.housing.. :

(111) 200 percent of the dollar amount of loans
and investments made to acquire, develop, and
construct 1- to 4-family residences the purchase
price of which is or is guaranteed to be not greater
than 60 percent of the median value of com-
parable newly constructed 1- to 4-family resi-
dences within the local community in which such
real estate is located, except that not more than
25 percent of the amount included under this sub-
clause may consist of commercial properties re-
lated to the development if those properties are di-
rectly related to providing services to residents of
the development. .

IV) 200 percent of the dollar amount of loans
for the acquisition or improvement of residential
real property, churches, schools, and nursing
homes located within, and loans for any other pur-
pose to any small businesses located within any
area which has been identified by the Director, in
connection - with any review or examination of
community reinvestment practices, as a geo-
graphic area or neighborhood in which the credit

" needs of the low- and moderate-income residents
of such area or neighborhood are not being ade-
quately met.

('Vg Loans for the purchase or construction of
churches, schools, nursing homeg, and hospitals,
other than those qualifying under clause (IV), and
loans for the improvement and upkeep of such
properties. .

- (VI) Loans for personal, family, or household
_ purposes (other than loans for personal, family, or

household purposes described in clause (ii)(VII)).

(VII} Shares of stock:issued by the Federal
Home Loan Mortgage Corporation or the Federal
National Mortgage Association.

(iv) PERCENTAGE RESTRICTION APPLICABLE TO CER-
TAIN ASSETS.—The aggregate amount of the assets de-
scribed in clause (iii) which may be taken into account
in determining the amount of the qualified thrift
investments of any savings association shall not ex-
ceed the amount which is equal to 20 percent of a sav-
ings association’s portfolio assets.

&) The term “gualified thrift investments”
excludes—
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(I)_except for home equity loans, that portion
of any loan or investment that is used for any pur-
pose other than those expressly qualifying under
any subparagraph of clause (ii) or (iii); or

(IT) goodwill or any other intangible asset.

(D) CREDIT CARD.—The Director shall issue such regu-
latig’r’ls as may be necessary to define the term “credit
card”.

(E) SmaLL BUSINESS.—The Director shall issue such
regulations as may be necessary to define the term “small
business”. '

(5) CONSISTENT ACCOUNTING REQUIRED.—

(A) In determining the amount of a savings associa-
tion's portfolio assets, the assets of any subsidiary of the
savings association shall be consolidated with the assets of
the savings association if—

(1) Assets of the subsidiary are consolidated with
the assets of the savings association in determining
the savings association’s qualified thrift investments;
or

(ii) Residential mortgage loans originated by the
subsidiary are included pursuant to paragraph
(4)CXiiiXI) in determining the savings association’s

ualified thrift investments.

(B) In determining the amount of a savings associa-
tion’s portfolio assets and qualified thrift investments, con-
sistent accounting principles shall be applied.

(6) SPECIAL RULES FOR PUERTO RICO AND VIRGIN ISLANDS
SAVINGS ASSOCIATIONS,—

(A) PUERTO RICO SAVINGS ASSQCIATIONS,—With respect
to any savings association headquartered and operating
primarily in Puerto Rico—

(i) the term “qualified thrift investments” in-
clt;ies, in addition to the items specified in paragraph
4

(I) the aggregate amount of loans for personal,
family, educational, or household purposes made
to persons residing or domiciled in the Common-
wealth of Puerto Rico; and :

(IT1) the aggregate amount of loans for the ac-
quisition or improvement of churches, schools, or
nursing homes, and of loans to small businesses,
locgted within the Commonwealth of Puerto Rico;
an
(i) the aggregate amount of loans related to the

purchase, acquigition, development and construction of
1- to 4-family residential real estate—

(I) which is located within the Commonwealth
of Puerto Rico; and .

(II) the vaiue of which (at the time of acquisi-
tion or upon completion of the development and
construction) is below the median value of newly
constructed 1- to 4-family residences in the Com-
monwealth of Puerte Rico, which may be taken
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TIONS,—

Into account in determining the amount of the
qualified thrift investments and of such savings
- association shall be doubled.

(B) VIRGIN ISLANDS SAVINGS ASSOCIATIONS.—With re-
spect to_ any_saymis agsociation headquartered and oper-
ating primarily in the Virgin Islands—

(i). the term “qualified thrift investments” in-
cludes, in addition to the items specified in paragraph

(4)— : .

(I} the aggregate amount of loans for personal,
family, educational, or household purposes made
to persons residing. or domiciled in the Virgin Is-
lands; and - :

. _(I’.I) the aggregate amount of loans for the ac-
quisition or improvement of churches, schools, or
nursing homes, and of loans to small businesses,
located within the Virgin Islands; and

- (i) the aggregate amount of loans related to the
purchase, acquisition, development and construction of
1- to 4-family residential real estate— _

(I) which is located within the Virgin Islands;

d

(IT) the value of which (at the time of acquisi-
tion or upon completion of the development and
construction) is below the median value of newly
constructed 1- to 4-family residences in the Virgin
Islands, which may be taken into account in deter-
mining the amount of the gualified thrift invest-
ments and of such savings association shall be

doubled. :
(7) TRANSITIONAL RULE FOR CERTAIN SAVINGS ASSOCIA-

(A) IN GENERAL.—If any Federal savings association in
existence as a Federal savings association on the date of
enactment of the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989— .

(i) that was chartered as a savings bank or a coop-

erative bank under State law before October 15, 1982;

or

(ii) that acquired its principal assets from an asso-
ciation that was chartered before October 15, 1982, as

a savings bank or a cooperative bank under State law,
meets the requirements of subparaglr]sjt__lph (B), such savings
association shall be treated ag a qualified thrift lender dur-
ing period ! ending on September 30, 1995. i

(B) SUBPARAGRAPH (B) REQUIREMENTS.—A savings
association meets the requirements of this subparagraph
if, in the determination of the Director—

(i) the actual thrift investment percentage of such
association does not, after the date of enactment of the
Financial Institutions Reform, Recovery, and Enforce-
ment Act of 1989, decrease below the actual thrift

180 in original. Probabiy should be “the peried”.
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investment percentage of such asscciation on July 15,
1989; and
(ii) the amount by which—

(I) the actual thrift investment percentage of
such association. at the end of each period de-
scribed in the following table, exceeds

(IT) the actual thrift investment percentage of
such association on July 15, 1989,

is equal to or greater than the apphcable percentage
(as determined under the following table) of the
amount by which 70 percent exceeds the actual thrift
investment percentage of such association on such
date of enactment:

For the following The applii:able

period: percentage is:
.July 1, 1991-September 30, 1992 25 percent
October 1, 1992-March 31, '1994 " 60 percent
Tgn.l 1, 1994~September 30 1995 75 percent
100 percent

(C) For purposes of this paragraph, the actual thrift
investment percentage of an association on July 15, 1989,
shall be determined by applying the definition of “actual
i}énft investment percentage” that takes effect on July 1,

91

(n) TYING RESTRICTIONS.—A. savings and loan holding company
and any of its affiliates shall be subject to section 5(q) and regula-
tions prescribed under such section, in connection with transactions
involving the products or services of such eompany or affiliate and
those of an affiliated savings association as if such company or
affiliate were a savings association.

(0) MUTUAL HOLDING COMPANIES. -~

(1) IN GENERAL.—A savings association operatmg in mu-

{:)ual form may reorganize so as to become a holdmg company

(A) chartering an interim savings association, the
stock. of which is to be wholly owned, except as otherwise
provided in this section, by the mutual association; and

(B) transferring the substantial part of its assets and
liabilities, including all of its insure(;] liabilities, to the in-
terim savings association..

(2) DIRECTORS AND CERTAIN ACCOUNT HOLDERS' APPROVAL

OF PLAN REQUIRED.—A reorganization is not authorized under

this subsection unlegg—

(A) a plan providing for such reorganization has been
approved by a majority of the board of directors of the mu-
tual savings association; an

(B) in the case of an association in which holders of ac-
counts and obligors exercise voting rights, such plan has
been submitted to and approved by a majority of such indi-
viduals at a meeting held at the call of the directors in
accordance with the procedures prescribed by the associa-
tion’s charter and bylaws,

(3) NOTICE TO THE DIRECTOR; DISAPPROVAL PERICD.—




Sec. 10

HOME DWNERS' LOAN ACT 172

(A) NOTICE REQUIRED.—At least 60 days prior to tak-
ing any action described in paragraph (1), a savings asso-
ciation seeking to establish a mutual holding company
shall provide written notice to the Director. The notice
shall contain such relevant information as the Director
shall require by regulation or by specific request in connec-
tion with any particular notice.

(B) TRANSACTION ALLOWED IF NOT DISAPPROVED.—Un-
less .the Director within such 60-day notice period dis-
approves -the proposed holding company formation, or ex-
tends for another 30 days the period during which such
disapproval may be issued, the savings association pro-
viding such notice may proceed with the transaction, if the
requirements of paragraph (2) have been met.

(C) GROUNDS FOR DISAPPROVAL.—The Director may
disapprove any proposed holding company formation only
e .

(i) such disapproval is necessary to prevent unsafe
or unsound practices; _
- (ii) the financial or management resources of the
- savings association involved warrant disapproval;
(i1i) the savings association fails to furnish the
information required under subpar:ﬁraph {A); or
(iv) the savinfgs association fails to comply with

the requirement of paragraph (2).

(D) RETENTION OF CAPITAL ASSETS.—In connection
with the transaction described in parz:grafph (1), a savings
association may, subject to the approval of the Director, re-
tain capital assets at the holding company level to the ex-
tent that such capital exceeds the association’s capital
requirement established by the Director pursuant to sec-
tions! 5 (s) and (t) of this Act. :

(4) OWNERSHIP,—

(A) IN GENERAL.—Persons having ownership rights in
the mutual association pursuant to section B5(b)(1)(B) of
this Act or State law shall have the same ownership rights
with respect to the mutual holding company.

(B) HOLDERS OF CERTAIN ACCOUNTS.—Holders of sav-
ings, demand or other accounts of—

(i) a savings association chartered as part of a
transaction described in paragraph (1); or
(ii) a mutual savings association acquired pursu-
ant to paragraph (5XB),
shall have the same ownership rights with respect to the
mutual holding company as persons described in subpara-
graph (A} of this paragraph. ‘
(5) PERMITTED ACTIVITIES.—A mutual holding company

may engage only in the following activities:

(A} Investing in the stock of a savings association.
(B} Acquiring a mutual association through the
merger of such association into a savings association sub-

180 in original. Probably should be “subsections (a) and (t) of section 5”.
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sidiary of such ho]din% com%any or an interim savings
association subsidiary of such holding company.

{C) Subject to paragraph (6), merging with or acquir-
ing another holding company, one of whose subsidiaries is
a savings association,

(D) Investing in a corporation the capital stock of
which is available for purchase by a savings association
under Federal law or under the law of any State where the
subsidiary savings association or associations have their
home offices.

(E) Engaging in the activities described in subsection
(eX(2) or (c)9)(AX1).

(6) LIMITATIONS ON CERTAIN ACTIVITIES OF ACQUIRED HOLD-
ING COMPANIES.—

(A) NEW ACTIVITIES.—If a mutual holding company ac-
quires or merges with another holding company under
Earagraph (5)C), the holding company acquired or the

olding company resulting from such merger or acquisition
may only invest in assets and engage in activities which

are authorized under paragraph (5).

(B) GRACE PERIOD FOR DIVESTING PROHIBITED ASSETS
OR DISCONTINUING PROHIBITED ACTIVITIES.—Not later than
2 years following a merger or acquisition described in

aragraph (5XC), the acquired holding company or the
}(;Lc]lling company resulting from such merger or acquisition

B —

(i) dispose of any asset which is an asset in which

a mutual holding company may not invest under para-

graph (5); and

(ii) cease any activity which is an activity in which

a mutual holding company may not engage under

paragraph (5).

(7) REGULATION.—A mutual holding company shall be
chartered by the Director and shall be subject to such regula-
tions as the Director may prescribe. Unless the context other-
wise requires, a mutual holding company shall be subject to
the other requirements of this section regarding regulation of
holding companies.

(8) CAPITAL IMPROVEMENT.—

{(A) PLEDGE OF STOCK OF SAVINGS ASSOCIATION SUB-
SIDIARY.—This section shall not prohibit a mutual holding
company from pledging all or a portion of the stock of a
savings association chartered as part of a transaction de-
scribed in paragraph (1) to raise capital for such savings
association,

(B) ISSUANCE OF NONVOTING SHARES.—This section
shall not prohibit a savings association chartered as part
of a transaction described in paragraph (1) from issuing
any nonvotin%lshares or less than 50 percent of the voting
shares of such association to any person other than the
mutual holding company.

{9) INSOLVENCY AND LIQUIDATION.—

(A) IN GENERAL.—Notwithstanding any provision of
law, upon—
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(i) the default of any savings association—
(I) the stock of which 1s owned by any mutual
- holding company; and -
- (II) which was chartered in & transaction de-
scribed in paragraph (1);
(ii} the default of a mutual holding company; or
(ili) a foreclosure on a pledge by a mutual holding
company described in paragraph (8)}(A),
a trustee shall be appointed receiver of such mutual hold-
ing company and such trustee shall have the authority to
liquidate the assets of, and satisfy the liabilities of, such
mutual holding company pursuant to title 11, United
States Code. .
(B) DISTRIBUTION OF NET PROCEEDS.—Except as pro-
vided in subparagraph (C), the net proceeds of any liquida-
tion of any mutual holding company pursuant to subpara-

. graph (A) shall be transferred to persons who hold owner-

ship interests in such mutual holding company.

(C) RECOVERY BY CORPORATION.—If the -Corporation
incurs a loss as a result of the default of any savings asso-
ciation subsidiary of a mutual holding company which is
liquidated pursuant to subparagraph (A), the Corporation
shall succeed to the ownership interests of the depositors
of such savings association in the mutual holding com-
pany, to the extent of the Corporation’s loss:

(10) DEFINITIONS.—For purposes of this subsection—

(A) MUTUAL HOLDING . COMPANY.—The term “mutual
holding company” means a corporation organized as a
holding company-under this subsection.

(B) MUTUAL ASSOCIATION.—The term “mutual associa-
tion” means a savings association which is operating in
mutual form.

(C) DEFAULT.—The term “default” means an adjudica-
tion or other official determination of a court of competent
Jjurisdiction or other public authority pursuant to which a

- conservator, receiver, or other legal custodian is appointed.

(p) HOLDING COMPANY ACTIVITIES CONSTITUTING SERIOUS RISK
TO SUBSIDIARY SAVINGS ASSOCIATION,— ' :

(1) DETERMINATION AND IMPOSITION OF RESTRICTIONS.—If

the Director determines that there is reasonable cause to be-
lieve that the continuation by a savings and loan holding com-
pany of any activity constitutes a serious risk to the financial
safety, soundness, or stability of a savings and loan holding
company's subsidiary savings association, the Director may im-
pose such restrictions as the Director determines to be nec-
essary to address such risk. Such restrictions shall be issued
in the form of a directive to the holding company and any of
its subsidiaries, limiting—

(A) the payment of dividends by the savings associa-
tion; : : ‘

{B) transactions between the savings association, the
holding company, and the subsidiaries or affiliates of
either; and
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(C) any activities of the savings association that might
create a serious risk that the liabilities of the holding com-
pany and its other affiliates may be imposed on the sav-
ings association, -

Such directive shall be effective as a cease and desist order
that has become final. - :

(2) REVIEW OF DIRECTIVE.— o :

- '(A) ADMINISTRATIVE REVIEW.—After a directive re-
ferred to in paragraph (1) is issued, the savings and loan
holding company, or any subsidiary of such holding com-
pany subject to the directive, may object and present in
writing its reasons why the directive should be modified or
rescinded. Unless within 10 days after receipt of such re-
sponse the Director affirms, modifies, or rescinds the direc-
tive, such directive shall automatically lapse.

(B) JupiciaL REVIEW.—If the Director affirms or modi-
fies a directive pursuant to subparagraph (A}, any affected
party may immediately thereafter petition the United
States district court for the district in which the savings
and loan holding company has its main office or in the
United States District Court for the District of Columbia
to stay, modify, terminate or set aside the directive. Upon
a showing of extraordinary cause, the savings and loan
holding company, or any subsidiary of such holding com-
pany subject to a directive, may petition a United States
district court for relief without first pursiing or exhaust-
ing flhe administrative remedies set forth in this para-
graph.

{q) QUALIFIED STOCK ISSUANCE BY UNDERCAPITALIZED SAVINGS
ASSOCIATIONS OR HOLDING COMPANIES.— i}

(1) IN GENERAL.—For purposes of this section, any issue of
shares of stock shall be treated as a qualified stock issuance
if the following conditions are met:

(A) The shares of stock are issued by—

(i) an undercapitalized savings association; or

(ii) a savings and loan holding company which is
not a bank holding company but which controls an
undercapitalized savings association if, at the time of
issuance, the savings and loan holding company is le-
gally obligated to contribute the net proceeds from the
issuance of such stock to the capital of an under-
capitalized savings association subsidiary of such hold-
ing company,

(B) All shares of stock issued consist of previously
unissued stock or treasury shares.

(C) All shares of stock issued are purchased by a sav-
ings and loan holding company that is registered, as of the
date of purchase, with the Director in accordance with the
provisions of subsection (b)1) of this section.

(D) Subject to paragraph (2), the Director approved
the purchase of the shares of stock by the acquiring sav-
ings and lean holding company.
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. (E) The entire consideration for the stock issued is
paid in cash by the acquiring savings and loan holding
company. : '

(F) At the time of the stock issuance, each savings
association subsidiary of the acquiring savings and loan
holding company (other than an association acquired in a
transaction pursuant to subsection {c¢). or (k) of section 13
of the Federal Deposit Insurance Act or section 408(m) of
the National Housing Act) has capital (after deducting
subordinated debt, intangible assets, and = defe ,
unameortized gains or losszfl;s%1 of not less than 6% percent
of the total assets of such savings association.

(G) Immediately after the stock issuance, the acquir-
ing savings and loan holding company holds not more than
15 dpercent of the outstanding voting stock of the issuing
undercapitalized savings association or savings and loan
holding company.

(H) Not more than one of the directors of the issuing
association or company is an officer, director, employee, or
other representative of the acquiring company or any of its
affiliates.

{I) Transactions. between the savings association or
savings and loan holding company that issues the shares

-pursuant to this section and the acquiring company and

any ‘iti its affiliates shall be subject to the provisions of sec-
tion 11.
(2) APPROVAL OF ACQUISITIONS . — ‘ o

(A} ADDITIONAL . CAPITAL COMMITMENTS NOT RE-
QUIRED.—The Director shall not disapprove any applica-
tion for the purchase of stock in connection with a quali-
fied stock issuance on the grounds that the acquiring sav-
ings and loan holding company has failed to undertake to
make subsequent additional capital contributions to main-
tain the capital of the undercapitalized savings association
at or above the minimum levelprequired by the Director or
any other Federal agency having jurisdiction.

(B) OTHER CONDITIONS.—Notwithstanding subsection
(a)4), the Director may impose such conditions on any ap-
proval of an application for the purchase of stock in con-
nection with a qualified stock issuance as the Director
determines to be appropriate, including— _

(i) a requirement that any savings association
subsidiary of the acquiring savings and loan holding
company limit dividends paid to such holding company
fordsuch period of time as the Director may require;
an

(ii) such other conditions as the Director deems
necessary or appropriate to prevent evagions of this
section. '

(C) APPLICATION DEEMED APPROVED IF NOT DIS-
APPROVED WITHIN 90 DAYS.—An application for approval of
a purchase of stock in connection with a qualified stock
issuance shall be deemed to have been a(zproved by the Di-
rector if such application has not been disapproved by the
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Director before the end of the 90-day period beginning on
the date such application has been deemed sufficient
under regulations issued by the Director.

(8) NO LIMITATION ON CLASS OF 8TOCK 188UED.—The shares
of stock issued in connection with a qualified stock issuance
may be shares of any class. .

(4) UNDERCAPITALIZED SAVINGS ASSOCIATION  DEFINED.—
For purposes of this subsection, the term “undercapitalized
savings association” means any savings association—

(A) the assets of which exceed the liabilities of such
association; and

(B) which does not comply with one or more of the cap-
ital standards in effect under section 5(t). B

(r) PENALTY FOR FAILURE TO PROVIDE TIMELY AND ACCURATE
. REPORTS.— : : : )

(1) FIRST TIER.—Any savings and loan. holding company,
and any subsidiary of such holding company, which—

(A) maintains procedures reasonably adapted to avoid
-any inadvertent and unintentional error xa.m{,J as a result
of such an error~-

(i) fails to submit or publish any report or infor-
mation required under this section or regulations
prescribed by the Director, within the period of time
specified by the Director; or

(ii} submits or publishes any false or misleading
report or information; or
(B) inadvertently transmits or publishes any report

which is minimally late,
shall be subjéct to a penalty of not more than $2,000 for each
day during which such failure continues or such false or mis-
leading information ig not corrected. Such holding company or
subsidiary shall have the burden of proving by a
preponderence of the evidence that an error was inadvertent
antf’ unintentional and that a report was inadvertently trans-
mitted or published late.

(2) SECOND TIER.—Any savings and loan holding company,
and any subsidiary of such holding company, which—

(A) fails to submit or publish any report or information
required under this section or under regulation;grescribed
by the Director, within the period of time specified by the
Director; or

(B) submits or publishes any false or misleading re-

- port or information, ' .
in a manner not described in paragraph (1) shall be subject to
a penalty of not more than $20,000 for each day during which
such failure continues or such false or misleading information
is not corrected. _

(3) THIRD TIER.—If any savings and loan holding compan
or any subsidiary of such a holding company knowingly or wi
reckless disregard for the accuracy of any information or report
described in paragraph (2) submits or Bub]jshes any false or
misleading report or information, the Director may assess a
penalty of not more than $1,000,000 or 1 percent of total assets
of such company or subsidiary, whichever is less, per day for
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each day during which such failure continues or such false or
migleading information is not corrected.

(4) ASSESSMENT.—Any penalty imposed under paragraph
(1), (2), or (3) shall be assessed and collected by the Director
in the manner provided in subparagraphs (E), (F), (G), and (I)
of section 8(1)(2) of the Federal Deposit Insurance Act (for pen-
alties imposed under such section) and any such assessment
(including the determination of the amount of the penalty)
shall be subject to the provisions of such subsection.

(5) HEARING.~—Any savings and loan holding company or
any subsidiary of such a holding company against which any
penalty is assessed under this subsection shall be afforded a
hearing if such savings and loan holding company or such sub-
sidiary, as the case may be, submits a request for such hearing
within 20 days after the issuance of the notice of assessment.
Section 8(h) of the Federal Deposit Insurance Act shall apply
to any proceeding under this subsection.

(s) MERGERS, CONSOLIDATIONS, AND OTHER ACQUISITIONS
AUTHORIZED.— : '

- (1) IN GENERAL.—Subject to sections 5(d)3) and 18(¢c) of
the Federal Deposit Insurance Act and all other applicable
laws, any Federal savings association may acquire or be ac-
quired by any insured depository institution.

(2) EXPEDITED APPROVAL OF ACQUISITIONS.—

(A) IN GENERAL.—Any application by a savings asso-
ciation to acquire or be acquired by another insured
depository instituticn which is required to be filed with the
Director under any applicable law or regulation shall be
approved or disapproved in writing by the Director before
the end of the 60-day period beginning on the date such
application is filed with the agency. .

(B) EXTENSION OF PERIOD.—The period for approval or
disapproval referred to in subparagraph (A) may be ex-
tended for an additional 30-day period if the Director
determines that—

(i) an applicant has not furnished all of the infor-
mation required to be submitted; or
(ii} in the Director’s judgment, any material infor-
mation submitted is substantially inaccurate or incom-
lete.

3) A%QU]RE DEFINED.—For purposes of this subsection, the
term “acquire” means to acquire, directly or indirectly, owner-
ship or control through a merger or consolidation or an acquisi-
tion of assets or assumption of liabilities, provided that fol-
lowing such merger, consolidation, or acquisition, an acquiring
insured depository institution may not own the shares of the
acquired insured depository institution.

(4) REGULATIONS.—

(A) REQUIRED.—The Director shall prescribe such reg-
ulations as may be necessary to carry out paragraph (1).

(B) EFFECTIVE DATE.—The regulations reguired under
subparagraph (A) shall—
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(i) be prescribed in final form before the end of the
90-day period beginning on the date of the enactment
of this subsection; and

(ii) take effect before the end of the 120-day period
beginning on such date.

(5) LiMrTaTION.—No provision of this section shall be con-
strued to authorize a national bank or any subsidiary thereof
to engage in any activity not otherwise authorized under the
National Bank Act or any other law governing the powers of
a national bank,

{t) EXEMPTION FOR BANK HOLDING COMPANIES.—This section
shall not apply to a bank holding company that is subject to the
Bank Holding Company Act of 1856, or any company controlled by
such bank holding company,

SEC. 11. [12 US.C. 1468] TRANSACTIONS WITH AFFILIATES; EXTEN.-
SIONS OF CREDIT TO EXECUTIVE OFFICERS, DIRECTORS,
AND PRINCIPAL SHAREHOLDERS,

(a) AFFILIATE TRANSACTIONS.—

(1) IN GENERAL.—Sections 23A and 23B of the Federal Re-
serve Act shall apply to every savings association in the same
manner and to the same extent as if the savings association
were 8 member bank (as defined in such Act), except that—

(A) no loan or other extension of credit may be made
to any affiliate unless that affiliate is engaged only in
activities described in section 10{c)2)F)(i); and

(B) no savings association may enter into any trans-
action described in section 23AMbX7)(B) of the Federal Re-
serve Act with any affiliate other than with respect to
shares of a subsidiary.

(2) SISTER BANK EXEMPTION MADE AVAILABLE TO SAVINGS
ASSOCIATIONS, - .

(A) SAVINGS ASSOCIATIONS CONTROLLED BY BANK HOLD-
ING COMPANIES.—Every savings association more than 80
percent of the voting stock of which is owned by a company
described in section 10(c)8) shall be treated as a bank for
purposes of section 23A(dX1) and section 23B of the Fed-
eral.-lp Reserve Act, if every savings association and bank
controlled by such compani?lr1 comEIies with all applicable
capital requirements on a fully phased-in basis and with-
out reliance on goodwill.

(B) SAVINGS ASSOCIATIONS GENERALLY.—Effective on
and after January 1, 1995, every savings association shall
be treated as a bank for purposes of section 23A(d)1) and
section 23B of the Federaal}J Reserve Act.

(3) AFFILIATES DESCRIBED.—Any company that would be
an affiliate (as defined in sections 23A and 23B of the Federal
Reserve Act) of any savings association if such savings associa-
tion were a member bank (as such term is defined in such Act)
shall be deemed to be an affiliate of such savings association
for purposes of paragraph (1).

{4) ADDITIONAL RESTRICTIONS AUTHORIZED.—The Director
may impose such additional restrictions on any transaction be-
tween any savings association and any affiliate of such savings
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association as the Director determines to be necessary to pro-

tect the safety and soundness of the savings association.

(b) EXTENSIONS OF CREDIT TO EXECUTIVE OFFICERS, DIREC-
TORS, AND PRINCIPAL SHAREHOLDERS.~—

(1) IN GENERAL.—Subsections (g) and (h) of section 22 of
the Federal Reserve Act shall apply to every savings associa-
tion in the same manner and to the same extent as if the sav-
ings association were a member bank (as defined in such Act).

(2) ADDITIONAL RESTRICTIONS AUTHORIZED.—The Director
may impose such additional restrictions on loans or extensions
of credit to any director or executive officer of any savings
association, or any person who directly or indirectly owns, con-
trols, or has the power to vote more than 10 perceant of any
class of voting securities of a savings association, as the Direc-
tor determines to be necessary to protect the safety and sound-
ness of the savings association.

(¢) ADMINISTRATIVE ENFORCEMENT.—The Director may take
enforcement action with respect to violations of this section pursu-
ant to section 8 or 18(j) of the Federal Deposit Insurance Act, as
appropriate. '

SEC. 12. [12 U.8.C. 1488a] ADVERTISING.

No savings association shall carry on any sale, plan, or prac-
tices, or any advertising, in violation of regulations promulgated by
the Director. :

SEC. 18. [12 U.8.C. 1468b] POWERS OF EXAMINERS.

For the purposes of this Act, examiners appointed by the Direc-
tor shall—

(1) be subject to the same requirements, responsibilities,
and penalties as are applicable to examiners under the Federal
Reserve Act and title &II of the Revised Statutes; and

- (2) have, in the exercise of functions under this Act, the
_ 1szelme powers and privileges as are vested in such examiners hy
aw,
SEC. 14. [12 U.S.C. 1468¢] SEPARABILITY PROVISION.

If any provision of this Act, or the application thereof to any
person or circumstances, is held invalid, the remainder of the Act,
and the application of such provision to other persons or cir-
cumstances, shall not be affected thereby.




