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PROPOSED AMENDMENTS TO REGULATIONS O AND Y

Comments Invited by March 23

To A ll State M em ber Banks and Bank Holding Companies
in the Second Federal Reserve District, and Others Concerned:

The following statement has been issued by the Board of Governors of the Federal Reserve 
System:

The Federal Reserve Board has issued for public comment a proposal to revise the Board’s Reg
ulations O and Y to conform the regulations to the amendments of section 22(h) of the Federal Reserve 
Act (12 U.S.C. §375b) made by section 306 of the Federal Deposit Insurance Corporation Improvement 
Act of 1991.

Comment is requested by March 23, 1992.

Printed on the following pages is the text of the proposal, which has been reprinted from the 
Federal Register. Comments thereon should be submitted by March 23, and may be sent to the Board 
of Governors, as specified in the Board’s notice, or to our Domestic Banking Department.

E. G erald Corrigan,
President.
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FEDERAL RESERVE SYSTEM 

12CFR Parts 215 and 225

[Docket No. R-0747]

Regulation O— Loans to Executive 
Officers, Directors, and Principal 
Shareholders of Member Banks; 
Regulation Y— Bank Holding 
Companies and Change in Bank 
Control

AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Proposed rule.

SUMMARY: The Board is proposing to 
revise Regulations O and Y to conform 
the regulations to the amendments of 
section 22(h) of the Federal Reserve Act 
(12 U.S.C. 375b) made by section 306 of 
the Federal Deposit Insurance 
Corporation Improvement Act of 1991 
(“FDICIA”). Section 22(h) restricts the 
amount and terms of extensions of 
credit from a bank to its executive 
officers, directors, and principal 
shareholders and to any company or 
political campaign controlled by a 
bank’s executive officers, directors, or 
principal shareholders. The Board 
promulgated Regulation O to implement 
this statute.

The proposal would revise Regulation 
O to implement the amendments of 
section 22(h) made by the FDICIA and to 
make certain technical corrections. The 
proposal also would revise Regulation Y 
to implement a loan reporting 
requirement created by the FDICIA that 
applies to executive officers and 
directors of certain bank holding 
companies.

DATES: Comments must be received by 
March 23,1992.
ADDRESSES: Comments, which should 
refer to Docket No. R-0747, may be 
mailed to the Board of Governors of the 
Federal Reserve System, 20th Street and 
Constitution Avenue, NW., Washington, 
DC 20551, to the attention of Mr.
William W. Wiles, Secretary; or 
delivered to the Board’s Mail Room 
between 8:45 a.m. and 5:15 p.m., or to the 
Board’s Security Control Room outside 
of those hours. Both the Mail Room and 
the Security Control Room are 
accessible from the courtyard entrance 
on 20th Street between Constitution 
Avenue and C Street, NW. Comments 
may be inspected in room B-1122 
between 9 a.m. and 5 p.m. weekdays, 
except as provided in § 261.8 of the 
Board's Rules Regarding Availability of 
Information, 12 CFR 261.8.

FOR FURTHER INFORMATION CONTACT:
Andrew Karp, Attorney (202/452-3554), 
Legal Division; Stephen M. Lovette, 
Manager (202/452-3622), or William G. 
Spaniel (202/452-3469), Senior Financial 
Analyst, Division of Banking 
Supervision and Regulation. For the 
hearing impaired only, 
Telecommunications Device for the Deaf 
(“TDD”), Dorothea Thompson (202/452- 
3544).
SUPPLEMENTARY INFORMATION: On
December 19,1991, the President signed 
into law the Federal Deposit Insurance 
Corporation Improvement Act of 1991 
("FDICIA”).1 Section 306 of the FDICIA 
amends section 22(h) of the Federal 
Reserve Act (12 U.S.C. 375b).1 2 Section 
22(h) restricts the amount and terms of 
extensions of credit from a bank to its 
executive officers, directors, and 
principal shareholders (collectively, 
"insiders”) and to any company or 
political campaign controlled by an 
insider ("related interests”). The Board 
promulgated Regulation O to implement 
this statute. In general, section 22(h):

1. Requires a bank’s board of directors 
to approve any extension of credit to an 
insider or a related interest in excess of 
a threshold amount (generally the higher 
of $25,000 or five percent of the bank’s 
capital and unimpaired surplus, up to 
$500,000);

2. Prohibits any extension of credit to 
an insider or a related interest on 
preferential terms;

3. Limits the amount a bank may lend 
to each of its executive officers and 
principal shareholders and their related 
interests; and

4. Prohibits overdrafts to executive 
officers and directors (but not to 
principal shareholders).

Section 306 of the FDICIA replaces the 
language of section 22(h) with the 
provisions of the Board's Regulation O 
without making substantial changes. 
Specifically, section 306 makes the 
following substantive modifications of 
and additions to section 22(h):

1. Requires that, when lending to an 
insider, a bank follow credit 
underwriting procedures that are “not 
less stringent than those applicable to 
comparable transactions by the bank 
with (persons outside the bank).”

2. Subjects directors (and their related 
interests) to the same aggregate lending 
limit currently applicable to executive 
officers and principal shareholders (and

1 Pub. L. No. 102-242,105 Stat. 2230 (1991).
2 The FDICIA requires the Board to promulgate

regulations that implement the FDICIA am endm ents 
by April 17.1992.

of their related interests) under section 
22(h).3

Previously, section 22(h) did not limit 
the amount directors and their related 
interests could borrow from their banks.

3. Creates a new limitation on the 
total amount a bank may lend in the 
aggregate to its insiders and their 
related interests as a class. In general, 
this limit is equal to the bank’s 
unimpaired capital and surplus.

4. Defines the term “member bank” to 
include any subsidiary of the member 
bank, clarifying that an extension of 
credit from a subsidiary of a member 
bank is subject to the same insider 
restrictions as an extension credit from 
the member bank itself.

5. Tightens the definition of principal 
shareholder for banks located in small 
communities. Currently, a principal 
shareholder is a person who owns or 
controls more than 10 percent of a class 
of the voting shares of a bank, except for 
banks located in communities with 
populations of less than 30,000, in which 
case the amount is 18 percent. The 10 
percent definition now applies to all 
banks, regardless of the size of the 
community where the bank is located.

6. Covers all companies that owns 
banks, regardless of whether the 
company is technically a bank holding 
company.

7. Prohibits insiders from knowingly 
receiving (or knowingly permitting their 
related interests to receive) any 
extension of credit not authorized by 
section 22(h).

8. Defines the terms “company,” 
"control,” “executive officer,”
"extension of credit,” "related interest,” 
and "subsidiary.” Each definition is 
consistent with the corresponding 
definitions in current Regulation O.

9. Requires executive officers and 
directors of member banks and bank 
holding companies without publicly 
traded stock to report to their 
institutions annually the outstanding 
amount of any loan that is secured by 
shares of the insider’s institution.

The proposal would revise Regulation 
O to implement the amendments of 
section 22(h) made by the FDICIA and to 
make certain technical corrections. The 
proposal does not modify the present 
regulation where the statutory 
amendments track the present

2 This am ount is 15 percent of the bank 's 
unim paired capital and  unim paired surplus in the 
case of loans tha t are not fully secured and an 
additional 10 percent of the bank 's unim paired 
capital and  unim paired surplus in the case  of loans 
tha t are fully secured. In calculating this limit, all of 
the bank 's  loans to the insider and the insider's 
re la ted  interests are  aggregated.
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regulatory language.4 T he proposal a lso  
w ou ld  rev ise  R egulation Y to im plem ent 
a loan  reporting requirem ent created  by  
the FDICIA that ap p lies to ex ecu tiv e  
officers and directors o f  certain  bank  
holding com panies.

T he FDICIA provides that 
am endm ents m ade by  the FDICIA do  
not affect the v a lid ity  o f  an y  ex ten sio n  
o f credit or other transaction  law fu lly  
entered  into on  or before the e ffectiv e  
date o f  the FDICIA am endm ents. T he  
effec tiv e  date o f the am endm ents  
relating to R egulation  O is  the earlier o f
(i) the date on  w h ich  the required  
rev is io n s to R egulation  O  b ecom e  
effec tiv e  or (ii) 150 d a y s after the d ate  o f  
enactm ent o f  the FDICIA.

A s  n oted  ab ove , the FDICIA  
am endm ents esta b lish  a n ew  lim it on  
the total am ount a m em ber bank m ay  
len d  to  its in sid ers a s  a c la ss . T he  
statute gen erally  restricts that am ount to  
an  am ount no greater than the bank’s 
unim paired cap ita l and surplus, but 
authorizes the Board to (i) se t  a m ore  
stringent general lim it and (ii) m ake an  
ex cep tio n  to the lim it for banks w ith  
d ep o sits  o f  le s s  than $100 m illion  if  the 
Board determ ines that the ex cep tio n  
w ou ld  be "im portant to avoid  
constricting the a va ilab ility  o f  credit in  
sm all com m unities or to attract directors  
to such  banks." T he statu te provides  
that a  lim it im plem ented  under the sm all 
bank ex cep tio n  m ay not e x c e e d  200 
percent o f  the bank’s unim paired cap ita l 
and surplus.

T he proposed  total lim it— 100 percent 
o f  a ban k ’s unim paired cap ita l and  
unim paired surplus— is the sam e a s  
provided  in  the statu te. T he Board  
requests com m ent regarding w h eth er to 
provide an ex cep tio n  to the general lim it 
for b anks w ith  d ep o sits  o f le s s  than $100  
m illion. In particular, the Board requests  
com m ent on  w heth er a 100 percent lim it 
w ou ld  inhibit unduly lend ing by  sm all 
banks or lim it the av a ila b ility  o f  
directors for such  banks, e sp ec ia lly  w ith  
respect to b an k s that m ay rely  on  
certain  ex cep tio n s  to  the N a tio n a l Bank  
A ct’s lo a n s to  on e borrow er ru les (such  
a s  the ex cep tio n s  for lo a n s secu red  by  
b ills  o f lading, w a reh o u se  receip ts or 
sim ilar d ocum ents covering  m arketable  
stap les, or lo a n s secu red  b y  liv esto ck , or 
dairy cattle). In co n n ectio n  w ith  th ese  
requests, the Board req u ests that 
com m enters subm it sp ec ific  data  a s  to  
the effect o f  the n ew  aggregate lim it.

T he proposa l a lso  co n ta in s sev era l

4 Thus, for exam ple, the existing regulatory 
definitions of "control," "executive officer," 
“extension of credit,” “overdraft,” “related 
interest," and "subsidiary" rem ain unchanged, as 
the new  statu tory  definitions are  fully consistent 
w ith the present regulatory definitions.

techn ica l rev is io n s to  conform  
R egulation O  w ith  sec tio n  306 and to 
correct ex istin g  am biguities. In this 
respect, the proposal w ou ld , for 
exam ple:

1. C larify that, w h ere  R egulation  O  
provides m ore liberal lim its on  m em ber  
bank ex ten s io n s  o f  credit to their 
ex ecu tiv e  o fficers to fin an ce a resid en ce, 
the resid en ce  m ust be the ex ecu tiv e  
officer’s  prim ary resid en ce .

2. M odify the requirem ent that 
m em ber bank lo a n s to ex ecu tiv e  o fficers  
be "m ade subject to the cond ition  that 
the ex ten s io n  o f  credit w ill, at the option  
of the m em ber bank, b eco m e due and  
p a y a b le” to  clarify  that the cond ition  
m ust be in writing.

3. R ep lace the term  "bank” w ith  the 
term “insured  d ep ository  in stitu tion” 
w here appropriate to reflect statutory  
usage.

4. Provide a d ed ica ted  defin ition  o f  
foreign bank that is  the sam e a s the 
ex istin g  defin ition  that is  provided  in the 
defin ition  o f  m em ber bank.

5. R ep lace the term  “cap ita l sto ck ” 
w ith  "unim paired ca p ita l” w h ere  
appropriate to reflect statu tory  usage.

6. A dd a d ate  sp ec ifica tio n  to the 
calcu lation  o f  va lu ation  reserv es for 
pu rp oses o f  determ ining a b an k ’s 
unim paired cap ita l and  unim paired  
surplus under R egulation  O.

7. C larify the defin ition  o f ex ten s io n  o f  
credit on  w h ich  a party m ay b e  liab le .

S ection -b y-S ection  A n a ly sis

T he fo llow in g  d escr ib es the proposed  
rev is io n s to R egulation  O.

S ections 215.2(a), 215.9: T he proposed  
rev ision  rep laces the term "bank” w ith  
the term “d ep ository  institution" to  
reflect statutory usage.

S ections 215.2 (c), (d), an d  (k),
215.4(c): T he prop osed  rev ision  rep laces  
the term “bank hold ing com p an y” w ith  
the term "com pany” and  rem oves the 
reference to the statutory defin ition  o f  
bank holding com pany.

Section  215.2(e): T he proposed  
rev ision  crea tes a n ew  paragraph (e) 
that re lo ca tes the ex istin g  R egulation  O 
defin ition  o f  the term “foreign bank.” 
T he defin ition , w h ich  rem ains  
unchanged, w a s  p rev iou sly  .part o f  the 
R egulation  O defin ition  o f “m em ber  
bank.”

Section  215.2(e) through (1): T he  
proposed  rev ision  red esig n a tes th ese  
paragraphs a s § 215.2 (f) through (m) to 
accom m odate n ew  § 215.2(e).

Section  215.2(g): T he p roposed  
rev ision  rep laces the regulatory term  
"capital sto ck ” w ith  the statutory term  
"unim paired capital" and  a d d s a date  
sp ecifica tion  to  the defin ition  o f  
valuation  reserv es for p urposes o f
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ca lcu latin g  a b an k ’s cap ita l.
Section  215.2(h): T he p roposed  

rev is ion  c lar ifies that the term  “m em ber  
b ank” in c lu d es an y  su b sid iary  o f  the 
m em ber bank.

Section  215.2(k): T he p roposed  
rev is io n  rep la ces the phrase “an  
ind iv id u al or com p an y” w ith  the term  
“p erso n ” to reflect statutory u sage . T he  
prop osed  rev is io n  a lso  str ik es the  
sen ten ce  that im plem ented  the control 
standard  for determ ining “principal 
sh areh o ld er” o f  b a n k s lo ca ted  in  
com m unities w ith  p op u la tion s o f  le s s  
than 30,000 p erson s.

Section  215.2(1): T he prop osed  
rev is io n  a d d s the phrase “o f  a p erso n ” 
to the defin ition  o f  “rela ted  interest" to  
reflect statutory usage.

Section  215.3(a)(4): T he proposed  
rev is io n  rep la ces the term “p erson ” w ith  
the ph rase “an  ex e c u tiv e  officer, 
director, or principal shareholder o f  the  
acquiring m em ber b an k ” to  clarify  that 
the d efin ition  a p p lies w h en  the party  
lia b le  is  a  bank  insider.

Section  215.4(a)(1): T he proposed  
rev is io n  a d d s to the ex istin g  qualita tive  
requirem ents the n e w  requirem ent that, 
in  ex ten d in g  cred it to  an  insider, a 
m em ber bank fo llo w  credit underw riting  
procedures no le s s  stringent than th ose  
p revailing for com parab le  transactions  
w ith  n on-insiders. T he proposed  
rev is ion  a lso  rep la ces the term  
"repaym ent” w ith  the term “d efau lt” to  
characterize  m ore accurately  the risk  
described .

Section  215.4(b)(2): T he proposed  
rev is io n  reorgan izes sectio n  215.4(b) by  
creating a n e w  subparagraph (2) to 
conta in  the ex istin g  $500,000 lim itation . 
T he lim itation  p ro v is io n  is not m odified  
su b stan tive ly .

Section  215.4(b) (2) an d  (3): T he  
prop osed  rev is ion  red esig n a tes ex istin g  
§ 215.4(b) (2) and (3) a s  215.4(b) (3) and  
(4) to accom m od ate  n ew  § 215.4(b)(2).

Section  215.4(c): T he proposed  
rev ision  a d d s the term “d irectors” to the  
list o f  p erson s subject to the aggregate  
lending lim it. T his reflects the FDICIA 
rev ision  to sec tio n  22(h) that subjects  
directors to the sectio n  22(h) aggregate  
lending limit.

Section  215.4(e): T he proposed  
rev ision  crea tes a n ew  paragraph (e). 
T his paragraph im plem ents the n ew  
aggregate lim it on ex ten s io n s  o f credit to 
all in sid ers as a c la ss  m andated  by the 
FDICIA.

Section  215.5(a), footnote 4: The  
proposed  rev ision  strikes the first 
sen ten ce  to reflect the FDICIA rev ision s  
that rev ise  sec tio n  22(g) o f the Federal 
R eserve A ct to cover  non-m em ber  
insured banks.

Section  215.5(c)(3): The proposed  
rev ision  ad d s the term “the primary" to
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clarify that the am ount lim it under th is  
subparagraph app lies to an ex ecu tiv e  
officer’s prim ary resid en ce.

Section  215.5(d): T he proposed  
rev ision  adds the p h a se  "in writing" 
after the term “con d ition ” to clarify that 
the cond ition  required by this 
subparagraph m ust be in writing. T he 
p roposed  rev ision  a lso  ad d s the term  
“corresponding" before the phase  
"category o f credit."

Section  215.6: T he p roposed  revision  
creates a n ew  § 215.6 that im plem ents  
FDICIA rev is io n s to sec tio n  22(h) that 
prohibit an in sider from know ingly  
receiv ing  (or know ingly  perm itting the 
in sid er’s related  in terest from receiving) 
an  ex ten s io n  o f credit that is  not 
authorized under R egulation  O.

Section  215.5 through 215.9: The 
p roposed  rev ision  red esign ates these  
sec tio n s  a s §§ 215.7 through 215.10 to 
accom m od ate n ew  § 215.6.

Section  215.9: T he proposed  revision  
ad d s the term “corresponding” before  
the phrase “category o f  cred it.”

Section  215.11: T he p roposed  revision  
red esign ates § 215.11 a s  § 215.12 and  
ad d s a n ew  5 215.11 to im plem ent the 
FDICIA requirem ent that ex ecu tiv e  
officers and d irectors o f certain  m em ber  
banks report certain  cred its to the board  
o f directors o f the ex ecu tiv e  officer’s or 
director’s m em ber bank.

T he fo llow in g  d escr ib es the proposed  
rev ision  to R egulation  Y.

Section  225.4(f): T he proposed  
am endm ent adds a n ew  paragraph (f) to 
im plem ent the FDICIA requirem ent that 
ex ecu tiv e  officers and d irectors o f  
certain  bank hold ing com p an ies report 
certain  cred its to the board o f d irectors 
o f  the ex ecu tiv e  officer’s or d irector’s 
bank holding com pany.

Regulatory Flexibility Act Analysis
T he F ederal R eserve Board d o es not 

b e liev e  that adoption  o f the proposed  
am endm ents w o u ld  h a v e  a sign ificant 
eco n o m ic  im pact on a substantia l 
num ber o f  sm all b u sin ess  en tities (in 
this ca se , sm all banking.organizations).

List of Subjects
12 CFR Part 215

Credit, Federal R eserve System , 
R eporting and recordkeeping  
requirem ents, Security  m easures.

12 CFR Part 225
A dm in istrative practice and  

procedure, A ppraisa ls, Banks, Banking, 
C apital adequacy , F ederal R eserve  
System , H olding co m p an ies, R eporting  
and recordkeeping requirem ents, 
Securities, S tate  m em ber banks.

For the reason s se t forth in  this

proposed  rule, and pursuant to the 
B oard’s authority under sec t io n s  22(g) 
and 22(h) o f the F ederal R eserve A ct (12 
U.S.C. 375a and  375b), sec tio n  5(b) o f the 
Bank H olding C om pany A ct (12 U.S.C. 
1844(b)), and  sec tio n  306 o f  the F ederal 
D ep osit Insurance C orporation  
Im provem ent A ct (Pub. L. N o. 102-242, 
105 Stat. 2236 (1991), the Board is  
proposing to am end 12 CFR part 215 
subpart A  and  12 CFR part 225 subpart 
A  to read a s  fo llow s:

PART 215—LOANS TO EXECUTIVE 
OFFICERS, DIRECTORS, AND 
PRINCIPAL SHAREHOLDERS OF 
MEMBER BANKS

S ubpart A—L oans by M ember Banks 
to  Their Executive Offices, D irectors, 
and  Principal S hareho lders

1. T he authority c ita tion  for part 215 
con tin u es to read  a s fo llow s:

Authority: Sections ll(i), 22(g) and 22(h) of 
the Federal Reserve Act (12 U.S.C. 248(i), 
375a, and 375(b)) and 12 U.S.C. 1817(k)(3).

2. In part 215, the fo o tn o tes are 
red esign ated  a s sh o w n  below :

Section and paragraph Current
No. New No.

§§ 215.4(c).............................. 3 (*)•
215.4(d).................................. 4 3
215.5(a).................................. 5 4
215.8..................................... 6 5
215.9..................................... 7 6
215.10.................................... 8 7

1 Removed.
3 .1 2  CFR 215.2 is  am ended  by rev ising  

paragraph (a), redesignating paragraphs
(e) through (1) a s paragraphs (f) through
(m), adding a n ew  paragraph (e), and  
revising red esign ated  paragraphs (g), (h),
(k). and (1) to read as fo llow s:

§215.2 Definitions.
* * * * *

(a) “C o m p a n y' means any 
corporation, partnership, trust (business 
or otherwise), association, joint venture, 
pool syndicate, sole proprietorship, 
unincorporated organization, or any 
other form of business entity not 
specifically listed herein. However the 
term does not include (1) an insured 
depository institution (as defined in 12 
U.S.C. 1813) or (2) a corporation the 
majority of the shares of which are 
owned by the United States or by any 
State.
* * * * *

(e) “Foreign bank" has the meaning 
given in 12 U.S.C. 3101(7). 
* * * * *

(g) The “lending limit” for a member 
bank is an amount equal to the limit of 
loans to a single borrower established

by sec tio n  5200 o f  the R ev ised  S ta tu tes,2 * * * 
12 U.S.C. 84. T his am ount is  15 percent 
o f the ban k ’s unim paired cap ita l and  
unim paired surplus in the ca se  o f loans  
that are not fu lly  secured , and  
ad d ition al 10 percent o f  the b ank’s 
unim paired cap ita l and  unim paired  
surplus in  the ca se  o f  lo a n s that are fully 
secu red  by  read ily  m arketable colla tera l 
having a m arket va lu e, a s determ ined  by  
reliab le  and co n tin u ou sly  av a ila b le  
price quotations, at lea s t  equal to the 
am ount o f  the loan . T he lend ing  lim it 
a lso  in c lu d es a n y  higher am ount that are 
perm itted  b y  sec tio n  5200 o f the R ev ised  
S tatu es for the ty p es o f ob ligations  
lis ted  therein  a s  ex cep tio n s  to the limit. 
A  m em ber b an k ’s unim paired cap ita l 
and unim paired surplus eq u a ls the sum  
o f (1) the "total equ ity  ca p ita l” o f the 
m em ber bank  reported  on  its m ost 
recent co n so lid a ted  report o f condition  
filed  under 12 U .S.C. 1817(a)(3), (2) any  
subord inated  n o tes  and  debentures  
approved  as an  add ition  to the m em ber  
ban k ’s cap ita l structure by the 
appropriate federal banking agency, and
(3) an y  v a lu ation  reserv es created  b y  
charges to the m em ber bank’s incom e as 
reported  on  its m ost recent co n so lid a ted  
report o f  con d ition  filed  under 12 U.S.C. 
1817(a)(3).

(h) “M em ber bank" m ean s any  
banking institu tion  that is a m em ber of 
the F ederal R eserve  System , including  
any su b sid iary  o f  a m em ber bank. The  
term  d o es  not include any foreign bank  
that m ain ta ins a branch in the U n ited  
S tates, w h eth er or not the branch is 
insured (w ith in  the m eaning o f 12 U.S.C. 
1813(s)) and  regard less o f the operation  
o f 12 U.S.C. 1813(h) and 12 U.S.C. 
1838(j)(2).
* * * * *

(k) "Principal shareholder” m ean s a 
person  (other than an  insured  bank) that 
directly  or ind irectly , or acting through 
or in concert w ith  o n e  or m ore persons, 
o w n s, contro ls, or h as the p ow er to vote  
m ore than 10 percent o f any  c la ss  o f  
voting secu rities o f  a m em ber bank or 
com pany. Shares o w n ed  or controlled  
by a m em ber o f  an in d iv id u a l’s 
im m ediate fam ily  are co n sid ered  to be  
held  by  the ind ividual. A  principal 
shareholder o f a m em ber bank includes
(1) a principal shareholder o f  a com pany  
o f  w h ich  the m em ber bank is  a 
su b sid iary  and (2) a principal 
shareholder o f  any other subsid iary o f  
that com pany.

(l) "Related in terest” o f  a person  
m ean s (1) a com pany that is controlled

2 W here state  law  establishes a lending limit for a
state  mem ber bank that is low er than the amount 
perm itted in section 5200 of the Revised Statues, the
lending limit established by applicable state law s
shall be the lending limit for the state  member bank.

4

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



(j^lr Alfa

b y  that person  or (2) a p o litical or 
cam paign  com m ittee that is  controlled  
b y that person  or the funds or serv ices  
o f w h ich  w ill b en efit that person.
* * * * *

4 .1 2  CFR 215.3 is am ended  by revising  
paragraph (a)(4) to read a s  fo llow s:

§ 215.3 Extension of credit.
(a) * * *
(4) A n  acqu isition  by d iscount, 

purchase, exch an ge, or o th erw ise  o f any  
note, draft, b ill o f exch an ge, or other  
ev id en ce  o f in d eb ted n ess upon w h ich  an  
ex ecu tiv e  officer, director or principal 
shareholder o f the acquiring m em ber  
bank m ay be liab le  a s  m aker, drawer, 
endorser, guarantor, or surety: 
* * * * *

5 .1 2  CFR 215.4 is am ended  by revising  
paragraphs (a)(1) and (c), and  adding  
paragraph (e) to read a s  fo llow s:

§215.4 General prohibitions.
(a)* * *
(1) is m ade on  su b stan tia lly  the sam e  

term s, (including in terest rates and  
co lla tera l) as, and  fo llow in g  credit 
underw riting procedures that are not 
le s s  stringent than, th ose prevailing at 
the tim e for com parable transactions by  
the bank w ith  other person s that are not 
co v ered  by  th is part and  w ho are not 
em p loyed  by  the bank, and  (2) d o es not 
in v o lv e  m ore than the norm al risk o f  
default or presen t other unfavorable  
features.
* * * * *

(c) A ggregate lending lim it. N o  
m em ber bank m ay ex ten d  credit to any  
of its ex ecu tiv e  officers, d irectors, or 
principal shareholders or to any  related  
in terest o f that person  in an am ount 
that, w h en  aggregated w ith  the am ount 
o f all other ex ten s io n s  o f credit by the 
m em ber bank to that person  and to a ll 
related  in terests o f  that person, ex c e e d s  
the lending lim it o f  the m em ber bank  
sp ec ified  in § 215.2(g) o f th is part. This 
prohibition  d o e s  not apply to an  
ex ten s io n  o f  credit b y  a m em ber bank to 
a com pany o f w h ich  the m em ber bank  is  
a subsid iary or to any other subsid iary  
of that com pany.
* * * * *

(e) Aggregate lim it on ex tensions o f  
cred it to a ll execu tive  officers, directors, 
an d prin cipa l shareholders. A  m em ber  
bank m ay ex ten d  credit to any  ex ecu tiv e  
officer, d irector or principal shareholder, 
or to any related  in terest o f such  a 
person, if  the ex ten s io n  o f credit is  in an  
am ount that, w h en  aggregated w ith  the 
am ount o f  a ll outstanding ex ten s io n s  of 
credit by that bank to its ex ecu tiv e  
officers, directors or principal 
shareholders and  the related  in terests o f

th ose persons w ou ld  not ex c e e d  the 
bank’s unim paired cap ita l and  
unim paired surplus (as d efin ed  at 
§ 215.2(g)).

6 .1 2  CFR 215.5 is am ended  by revising  
redesignated  footnote  4 in paragraph (a), 
and paragraph (c)(2) and (d) to read as 
fo llow s:

215.5 Additional restrictions on loans to 
executive officers of member banks.

(a) * * * 4
* * * * *

(c) * * *
(2) in any am ount o f finance the 

purchase, construction , m ain tenance, or 
im provem ent o f the prim ary resid en ce  o f  
the ex ecu tiv e  officer, if  the ex ten sio n  o f  
credit is secured  by a first lien  on the 
resid en ce and the resid en ce  is ow n ed  
(or exp ected  to be ow n ed  after the 
ex ten sio n  o f credit) by the ex ecu tiv e  
officer: and  
* * * * *

(d) A ny ex ten sio n  o f credit by a 
m em ber bank to any  o f its ex ecu tiv e  
officers shall be: (1) Prom ptly reported  
to the m em ber ban k ’s board o f directors:
(2) in com pliance w ith  the requirem ents 
o f § 215.4(a) o f this part; (3) preceded  by  
the subm ission  o f a d eta iled  current 
financial sta tem ent o f the ex ecu tiv e  
officer: and (4) m ade subject to the 
condition  in w riting that the ex ten sio n  
o f credit w ill, at the option  o f the 
m em ber bank, b ecom e due an p ayab le  
at any tim e that the officer is  in debted  
to any bank or banks in an aggregate  
am ount greater than the am ount 
sp ecified  for a corresponding category o f  
credit in paragraph (c) o f this section .

7 .1 2  CFR 215.11 is  red esign ated  as  
§ 215.13, §§ 215.6 through 215.10 are 
redesignated  a s §§ 215.7 through 215.11, 
resp ectively , and a n ew  § 215.6 is added  
to read as fo llow s:

§ 215.6 Prohibition of knowingly receiving 
unauthorized extension of credit.

N o ex ecu tiv e  officer, director, or 
principal shareholder o f a m em ber bank  
sh a ll know ingly  rece iv e  (or k now ingly  
perm it any o f that p erson ’s related  
in terests to receive) from  a m em ber  
bank, d irectly  or indirectly , any  
ex ten sio n  o f credit not authorized under 
this section .

8. R edesignated  12 CFR 215.9 is  
rev ised  to read as fo llow s:

§215.9 Reports by executive officers.

4 For the purposes IS 215.5, 215.9 and 215.10 of 
this part, an executive officer of a member bank 
does not include an executive officer of a bank 
holding com pany of which the member bank is a 
subsidiary or any other subsidiary of that bank 
holding company.
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Each ex ecu tiv e  officer 8 o f a m em ber  
bank w h o  b eco m es in d eb ted  to any  
other bank or banks in  an  aggregate  
am ount greater than the am ount 
sp ecified  for a corresponding category o f  
credit in § 215.5(c) o f this part, shall, 
w ith in  10 d a y s o f the date the 
in d eb ted n ess rea ch es such  a lev e l, m ake  
a w ritten  report to the board o f directors 
o f  the officer’s bank. T he report shall 
sta te  the len d er’s nam e, the date and  
am ount o f  ea ch  ex ten s io n  o f credit, any  
security  for it, and the purposes for 
w h ich  the p roceed s h a v e  b een  or are to 
be used .

§215.11 [Added]
9. A  n ew  12 CFR 215.11 is ad d ed  to 

read as fo llow s:
Each ex ecu tiv e  officer or d irector o f a 

m em ber bank the sh ares o f w h ich  are 
not publicly  traded sh a ll report annually  
to the board o f d irectors o f the m em ber  
bank  the ou tstand ing am ount o f any  
credit that w a s  ex ten d ed  to the 
ex ecu tiv e  officer or director and  that is  
secu red  by sh ares o f the m em ber bank.

PART 225—BANK HOLDING 
COMPANIES AND CHANGE IN BANK 
CONTROL

S ubpart A—G eneral P rovisions

1. T he authority for part 225 con tin u es  
to read as fo llow s:

Authority: 12 U.S.C. 1817(j)(13), 1818i, 
1831(i), 1843(c)(8), 1844(b) 3106, 3108, 3907, 
3909, 3310, and 3331-3351.

2 .1 2  CFR 225.4 is am ended  by adding  
paragraph (f) to read a s fo llow s:

§ 225.4 Corporate practices.
* * * * *

(f) Loan reporting requirem ents. Each  
ex ecu tiv e  officer or d irector o f  a bank  
holding com pany the sh ares o f  w h ich  
are not publicly  traded sh a ll report 
annually  to the board o f d irectors o f the 
bank holding com pany the outstanding  
am ount o f any credit that w a s  ex ten d ed  
to the ex ecu tiv e  officer or director and  
that is secured  by  shares o f the bank  
holding com pany. For purposes o f this 
paragraph, the term s "executive  officer” 
and “director” shall have the m eaning  
given  in § 215.2 o f R egulation 0 , 12 CFR
215.2

Board of Governors of the Federal Reserve 
System, February 13,1992.
Jennifer J. Johnson,
Associate Secretary o f  the Board.
[FR Doc. 92-3879, Filed 2-19-92: 8:45 am]
BILLING CODE 6210-01-M 6

6 See footnote 4 to 8 215.5(a).
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