




Institutions that expand their consumer, small business, agricultural, or other 
business lending must do so in a safe and sound manner. Once implementing 
regulations are in place, institutions planning any significant increase in these types of 
loans should prepare thorough business plans and acquire the necessary personnel and 
expertise. The OTS will monitor changes in lending activity, utilizing off-site 
surveillance and the on-site examination process. 

The OTS is committed to ensuring that thrift institutions have the regulatory 
information they need to accurately assess their business options. Please do not hesitate 
to contact us if we can provide additional information. 

We also remain committed to working with the Administration and Congress to 
further modernize federal depository institution charters so that all institutions can 
better meet the needs of their communities. As you know, the Economic Growth Act 
anticipates the merger of the bank and thrift deposit insurance funds in 1999 if no 
savings associations exist at that time. But the 1999 date in the Economic Growth Act is 
not a sunset date for the savings association charter. Unless further legislation is passed, 
the federal thrift charter will continue to exist indefkitely. 

Given the unique operating flexibility provided by the federal thrift charter, 
especially now that federal thrifts have broader lending authority, we believe thrifts 
will continue to serve an important function in providing credit to families, farms, and 
small businesses. The OTS will strive to ensure that any reform legislation puts both 
thrifts and banks in a better position than they are today. 
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longer count against the commerc+l investment limits of the parent thrift.lg In other 
words, commercial loans made by service corporations will not count against the 
20%-of-assets and 4OO%-of-capital limits described above. 

Finally, under the HOLA, federal thrifts are also permitted to hold loans fully 
guaranteed by a federal government agency without investment restriction.20 Thus, 
when originating or investing in loans guaranteed by the Small Business 
Administration or the Farmers Home Administration, only the unguaranteed portion of 
those loans counts against a federal thrift’s limits on business and agricultural lending. 

As the tables in Appendices A and B indicate, the amount of small business, 
agricultural, and other commercial loans permitted under the foregoing authorities 
compares quite favorably to the actual percentage of assets that most commercial banks 
invest in commercial loans of all types. 

IV. Overview of Key Regulatory Parameters for the Federal Thrift Charter 

l Lending. Thrifts must comply with the HOLA and QTL lending restrictions 
described above. However, as recently amended, those restrictions do not prevent 
federal thrifts from investing in consumer, small business, agricultural, and other 
business loans in amounts that are at least comparable (measured as a percentage of 
total assets) to the actual investments of most commercial banks. Thus, as a practical 
matter, the primary difference between thrifts and banks is that thrifts, by virtue of 
the QTL test, must hold a substantial portion of their portfolio in mortgage, 
consumer, and small business loans, whereas banks have greater leeway to invest in 
other assets. In other words, thrifts are required by law to function as communtty 
banks, reinvesting a substantial portion of their funds in loans to individuals and 
small businesses. 

l Holding company powers. Thrifts can generally affiliate with holding companies 
engaged in any line of business, including insurance sales and underwriting, 
securities brokerage and underwriting, real estate brokerage and development, and 
other commercial enterprises. 

l Service corporation powers. Federal thrii service corporations are authorized to 
engage in any activity OT’S deems reasonably related to the business of thrifts. For 
example, thrift service corporations can engage in real estate development, provided 
appropriate capital reserves are established. In addition, thrift service corporations 
can sell insurance without being subject to the town-of-5,000 limitation applicable to 
banks. However, thrift service corporations are subject to any state laws prohibiting 
insurance sales by depository institutions. 

lg See 61 Fed. ~.5CE351,50957-58 (September Xl, 1996). However, loans of a service corporation are aggregated 
with those of the parent for purposes of determining compliance with the Imn-to-one borrower (LTOB) limits. Thus, 

” 12 L&C. 3 1464(c)(l)(C) and 0. 
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