
Department of the Treasury 

Office of Thrift Supervision 

April 17, 1997 Number: 171 

A rule change to make it easier for more mutual 
depository institutions to convert to a federal mu- 
tual savings association is proposed by the Office 
of Thrift Supervision COTS) in the attached docu- 
ment. 

Currently OTS permits stock depository institutions 
to convert directly to a federal stock thrift charter. 
OTS also permits state-chartered mutual savings 
banks and savings and loans to convert directly to 
a federally chartered mutual savings association in 
one step. 

However, other mutual institutions, such as credit 
unions, must go through several steps to convert 
to a federal mutual charter. They must first obtain 
a new federal mutual savings association charter 
and then merge the existing institution into the 
new federal association. This involves several dif- 
ferent regulatory approvals, which is more burden- 
some. OTS is proposing that all mutual institutions 
be permitted the option of a one-step conversion. 

Convertmg mutual institutions would come under 
all existing regulations currently applicable to fed- 

eral thrifts. For example, the proposal would re- 
quire all converting institutions to obtain deposit 
insurance from the Federal Deposit Insurance Cor- 
poration (FDIC), and they would have to meet in- 
vestment limitations of federal thrifts within a 
specified time. The proposed rule would also 
make minor revisions to the existing conversion 
provisions. 

The proposed rule was published in the April 9, 
1997, edition of the Federal Register, Vol. 62, No. 
68, pp. 1711~17117. Written comments must be 
received on or before June 9, 1997, and should be 
addressed to: Manager, Dissemination Branch, 
Records Management and Information Policy Divi- 
sion, Office of Thrift Supervision, 1700 G Street, 
N.W., Washington, DC 20552. Comments may be 
e-mailed to: public.info@ots.treas.gov. Those com- 
menting by e-mail should include their name and 
telephone number. 

For further information contact: 
Scott Ciardi (202) 906-6960 
David A Permut (202) 906-7505 

Nicolas I’. Retsinas 
Dxector 
Office of Thrift Supervision 

Attachment 
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DEPARTMENT OF THE TREASURY 

Office of Thrift Sup~~~lsion 

12 CFR Part 643 

Incorporation. Organization. and 
Conversion of Federal Mutual 
Associations 

AGENCY: Office of Thrift Supervision. 
TI.XsUry. 
ACTION: Pmposed rule with request for 
comments. 

SOMMIRY: The Office of Thrift 
Supervision (OTSJ proposes to amend 
its regulations governing conversions to 
fedeml mutual savings associations to 
permit the direct conversion of all types 
of mutual depository institutions into 
federal mutual savings associations. 
This proposal would simplify the 
conversion process. 
DATES: Comments must be received on 
or before June 9.1997. 
*ooRESSESz Send comments to Manager. 
Dissemination Branch. Records 
Management and Information Policy, 
Office of Thrift Supervision. 1700 G 
Street, NW., Wesbington. D.C. 20552. 
Attention Docket No. 97-31. These 
submissions may be hand-delivered te 
1700 G Street. NW., fmom 9:oo a.m. to 
5:OO p.m. on business days: they may be 
sent by facsimile transmission to FAX 
Number (202) 9067755; or they may be 
sent by e-mail: 
public.infc43ots.tmes.gov. Those 
commenting by e-mail should include 
their name end telephone number. 
Comments will be available for 
inspection at 1700 G Street, NW.. fmm 
9~00 em. until 4:o0 pm. on business 
days. 
FOR NRlWER INFORMATION WINTACT: 
Scott Ciwli. Senior Analyst. Corporate 
Activities Division (202/9o6_696oJ: 
David A. Permut. Counsel (Bunking and 
Finance1 @02/9067505) or Kevin A. 
Corcoran, Assistant Chief Counsel for 
Business Transections 1202/906696zl. 
Business Trensactions i)ivision. C&iii’ 
Counsel’s Office, Office of Thrift 
Supervision, 1700 G Street. NW., 
Washington. D.C. 20552. 

SUPPLWEMARY INFORY*TION: 
I. Background 

Various types of depository 
institutions have expressed interest in 
converting to a federal savings 
association cherter.’ The OTS has 
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~eivsd. for -pie. tnqulrtes fmm 
credit uniooe and commerctd banks on 
the process of converting to e fbdeml 
thrift chelter. Depository bJstihltions 
may determine that b&awe their 
bosineseea focus on housing or 
consumer credit needs. these operetlons 
mey be conducted meet effidently 
through a federal tMft cberter. The 
Home Ownem’ Loan Act (HOLA) 2 sets 
forth the purposss of e federal thrift 
cherter es providing for the deposit of 
funds end for the extension of credit for 
homes end other goods and services.’ 

The OTS bee long t&en tbe position 
that depository institutions sboold be 
free to opente under whatever cberter 
best suits their businew needs. 
consistent wttb aefety and soundness. 
To tbet end. the OTS bee gianted federel 
saving8 essocletions explicit euthorlty to 
convert directly to e bank cbartert and 
has pmmulgeted mguletions enabling 
stock depository Instih~tions to convert 
directly to II federal atock sevtngs 
essocietton cberter.5 The pupose of 
todey’s proposed regulation is to permlt 
mutuel depository l~Uh~tiona to 
convert directly to e swings association 
charter. 

Il. c-t Lew 

Sections S(i) and 5(o) of the HOLA 
provide for direct conversions of, 
respectively. state saving8 esaocietlons 
end atetecbutemd savings benks that 
ere Bank Izuuence Fund members to e 
federal charter.6 Seperetely. punuant to 
Section 5(a) of the HOLA. the OTS has 
pmmulgeted P regulation permitting tbe 
direct convemion to e federel stock 
sevtngs esmctetion charter of any stock 
depository lnetlhttton thet Is. or is 
eligible to become, e member of e 
Federal Home Loen Se&.’ 

LIeposttory inetitutions in mutuel or 
stock form also may convmt to a federal 
association charter idimdy. by 
obteining e new federel eevings 
eeeocietton cherter. end causing the 
extsttng t~Utotion to combine wttb tbe 
new federal luocietion in e merger or 
porcbeee and essumptton trensectio,,.~ 
This method. however, is more 
burdensome to the applicant becues it 

blvolvsa severel dI&xent regldatory 

eP~~g(a)tsebroedgreatof 
autborIty to tbe Dtrector of the OTS. 
~rnpawblg ~emong other things) 
approval of direct conversions of mutual 
depository instihaions to a fedeml 
mutual cberter. Section 5(a) authorizes 
the Director of the OTS. under such 
reguletions es the Director mey 
prescribe. to provide for the 
organization. exembletion. operation 
end mgoletion of federel sevtnge 
eeeocietions. Section 5(a) of the HOW 
gives the OTS plenary authority to 
provide for the orgentzatton and 
mguleUon of federal eevinga 
Msocietionr. consistent with the “best 
pmcticee” of thrift instihltions in the 
LIntted States end for the pupoae of 
encouraging such institutions to provide 
credit for housing safely and soundl .9 

In addition. recent rwtsions to H B LA 
provisions governtog permlesible 
investments ISection 5(c)). and to its 
definition of “qualified thrift 
investment” (Sectton lo(m)) reflect e 
congressional totent for federal ewings 
essocietlons and swings banks to beve 
e significant mle in many kinds of 
conson~er finance. es well es in home 
mortgage lending.“J The OTS believes 
tbet non-thrift depository institutiona 
thet conclude tbet their operations in 
providing credit for housing end other 
consumer-related purposes m&e the 
federal wings association charter tbe 
optimal charter should be able to 
convert to that cherter without 
r;;_=tw me===Y regulatory 

The OTS elreedy bee amended its 
ragulettons to fecilttate the direct 
conversion of stc& depository 
butitttttona to federal stock savinga 
essociettoos.~ 1 The OTS bea now 
determined. pweuant to it8 Section S(a) 
authority. to emend its mguletions to 
ficilitite direct conversions of mutual 
depository institutions to a federal 
mutual thrift charter. 

III. Fmpmed Amendmente 

The pmposed rule would revise 13 
CFR 543.8 end 543.9 to permU any type 
of mutual depository institution to 
convert to e federal mutual savings 
association. The proposed rule would 
apply ell existing regulatory 
mqutl-ementa currently applicable to 
direct conversions by state mutual 
associations and savings banks to tbis 
expanded class of epplicants end would 

revise Sedions ~13.8 and 543.0 BS 
described below. Pmposed Section 
543.8 would permit conversion subject 
to three requirements. 

First. the tnstitotion must, dpon 
consummeiion of the conversion, have 
deoosita insured bv the Federal Deoosit 
Illkance corpomiion (“FDIC”). srr 
dso g 543.9(cl[31. 

Second. tbe devositorv lnstitutlon. in 
accomplIsbing &e conv&sion, must 
comply with all applicable state and 
federal stetutes and regulations, end 
OTS policies. end obtain ell necessary 
regulatory end member approwls. This. 
provision requtres. among other things, 
that the converting depository 
ln8tihltion heve authority to convert to 
e federal essocietion under the stetlltes 
end regulettons applicable to the 
converting institution. and the 
conversion be approved by a vote of its 
members pursuant to the laws 
applicable to the converting institotion. 

Third, depository lnstihltions 
converttng to e federel mutual 
associetion charter must conform with 
the investment lirdtetions of Section 
S(c) of the HOLA ‘2 wttbb~ e time frame 
prescribed by the OTS. Section 553.3- 
6 of tbe OTS regulations already 
contains this requirement for federal 
stock essociettons. 

The propoael elso would revtae 
sectton 543.0(e) to set forth the filing 
requtrements. Section 543.8(c) would be 
revised to eltmtnete tbe statement thet 
the OTS wtll not consider the 
applicelion of e converting lnstitotton 
oat toewed by the FDIC until the FDIC 
completes en eligibiltty exeminetion. 
The OTS does not belteVe it is necessary 
to delay conslderetton of en application 
until the eligibUIty exeminetion hen 
been completed. Moreover. the OTS has 
tbe ability to deem e conversion 
application incomplete. if proceeetng of 
tbe application binges on the find 
reeulte of the eligibility sxamine 
under the application prncess~$~~’ 
procedures et Section 518.3. 

In addition. Section 543.W would be 
revised to provide explicitly that the 
OTS will consider appltartions to 
convert to e federal muhml charter 
under the standa& set forth et eection 
5(e) of the HOLA. es well en Section 
543.Z(el. Momover the revised 
regulation would explicitly state that 
converting tnstitutions that have been in 
existence en depository instituttons for 
less tbaa three years will be subject to 
all eppmvel criteria and otbe- 
requirements applicable to de nova 
federal assOCtetiOns.” 




