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PART 556—STATEMENTS OF POLICY

Sec.
556.5 Branching by Federal savings associa-

tions.
556.13 Receipt of interest expressed as a per-

centage of other income.

AUTHORITY: 5 U.S.C. 552, 559; 12 U.S.C. 1464,
1701j–3; 15 U.S.C. 1693–1693r.

SOURCE: 54 FR 49538, Nov. 30, 1989, unless
otherwise noted.

§ 556.5 Branching by Federal savings
associations.

(a) General. A Federal association
may branch in any state or states of
the United States and its territories,
except as provided in paragraph (b) of
this section, subject to the require-
ments of paragraph (c) of this section.

(b) Limitations. No branching will be
permitted under paragraph (a) of this
section that will result in the follow-
ing:

(1) Establishment or operation of a
branch outside the state in which the
association has its home office in vio-
lation of section 5(r) of the Home Own-
ers’ Loan Act;

(2) Formation by any company of a
multiple savings and loan holding com-
pany controlling savings associations
in more than one state in violation of
section 10(e)(3) of the Home Owners’
Loan Act; or

(3) Acquisition of a savings associa-
tion and the establishment and oper-
ation of new branches by such savings
association in violation of section
13(k)(4) of the Federal Deposit Insur-
ance Act.

(c) Branching applications. (1) General.
Prior to opening a branch, an associa-
tion must obtain approval of a branch-
ing application pursuant to § 545.92 of
this chapter. The Office may approve
or deny an application based on infor-
mation available from any source and
supervisory objection may be inter-
posed at any point during the process-
ing of the application. In granting su-
pervisory clearance to an applicant,
the Office will consider whether the
policies, condition, and operation of
the applicant are satisfactory and af-
ford no basis for supervisory objection.

(2) Regulatory capital. For supervisory
clearance, an association’s regulatory
capital should meet or exceed the mini-

mum requirements established by law
and applicable regulations of the Office
upon acquisition or establishment of
the proposed branch or branches, ex-
cept as otherwise permitted under sec-
tion 38(e)(4) of the Federal Deposit In-
surance Act.

(3) Community reinvestment. Pursuant
to the Community Reinvestment Act
of 1977 (12 U.S.C. 2901), the Office en-
courages savings associations to help
meet in an affirmative and continuing
manner the credit needs of all commu-
nities in which they do business, in-
cluding low- and moderate-income
neighborhoods, consistent with safe
and sound operation. The Office will
evaluate an applicant’s record under
part 563e of this chapter, may deny an
application based on the assessment of
the association’s CRA record, and may
approve a branch application on the
condition that the association improve
specific aspects of its community in-
vestment-related practices and per-
formance to the satisfaction of the Of-
fice. However, in most cases, commit-
ments by an applicant to improve its
record of compliance with the CRA
shall not be regarded as sufficient to
overcome a seriously deficient CRA
record at the time of application.

(4) Comment procedures. Comments on
applications for branches must be sub-
mitted in writing and factually docu-
mented. Comment procedures are set
forth in subpart C of part 516 of this
chapter, § 563e.29 (c) and (d) of this
chapter, the OTS Application Process-
ing Handbook, and other supervisory
guidance issued by the OTS.

(5) Expiration of approvals. If an asso-
ciation does not open a branch within
the time specified in the approval, and
the Director or his or her designee
finds that the association is not mak-
ing a good-faith effort to open the
branch promptly, the approval will be
deemed to have expired and the asso-
ciation will be required to reapply if it
wants to branch in that location.

(d) Federal preemption. This exercise
of the OTS’s authority is preemptive of
any state law purporting to address the
subject of branching by a Federal sav-
ings association.

[57 FR 12207, Apr. 9, 1992, as amended at 60
FR 66718, Dec. 26, 1995; 62 FR 64146, Dec. 4,
1997]
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§ 556.13 Receipt of interest expressed
as a percentage of other income.

(a) With limited exceptions, Federal
savings associations lack the statutory
authority to acquire an equity interest
either in real estate or in a corpora-
tion. Accordingly, Federal savings as-
sociations cannot, as part of a loan
transaction, acquire an ownership in-
terest in the security property or in a
corporate borrower. The issue has aris-
en as to whether the receipt of a share
of the income generated by the secu-
rity property or of a corporate bor-
rower, or any similar participation
with the borrower in the loan project,
necessarily constitutes an unauthor-
ized acquisition of an equity interest.

(b) The Office has determined that
the receipt of such income or the right
to receive income should not be consid-
ered an equity interest if it in sub-
stance constitutes no more than a part
of the compensation received for the
use of the Federal savings association’s
funds. Accordingly, if the borrower has
an unconditional obligation to repay
the loan principal, and if a Federal sav-
ings association receives a substantial
payment of interest calculated periodi-
cally as a percentage of the outstand-
ing principal loan balance, it may re-
ceive additional interest calculated on
the basis of the income from or the ap-
preciation of the security property, the
income of a corporate borrower, or
some other measure of a venture’s suc-
cess. The means by which a Federal
savings association calculates its share
of the income is not a material consid-
eration in determining whether the
share constitutes an equity interest in
the property.

PART 557—DEPOSITS

SUBPART A—GENERAL

Sec.
557.1 What does this part do?

Subpart B—Deposit Activities of Federal
Savings Associations

557.10 What authorities govern the issuance
of deposit accounts by a federal savings
association?

557.11 To what extent does Federal law pre-
empt deposit-related State laws?

557.12 What are some examples of pre-
empted state laws affecting deposits?

557.13 What state laws affecting deposits are
not preempted?

557.14 What interest rate may I pay on sav-
ings accounts?

557.15 Who owns a deposit account?

Subpart C—Deposit Activities of All Savings
Associations

557.20 What records should I maintain on
deposit activities?

AUTHORITY: 12 U.S.C. 1462a, 1463, 1464.

SOURCE: 62 FR 54764, Oct. 22, 1997, unless
otherwise noted.

Subpart A—General

§ 557.1 What does this part do?

This part applies to the deposit ac-
tivities of savings associations. If you
are a federal savings association, sub-
part B of this part applies to your de-
posit activities. Subpart C of this part
applies to the deposit activities of all
federal and state-chartered savings as-
sociations.

Subpart B—Deposit Activities of
Federal Savings Associations

§ 557.10 What authorities govern the
issuance of deposit accounts by a
federal savings association?

A federal savings association (‘‘you’’)
may raise funds through accounts and
may issue evidence of accounts under
section 5(b)(1) of the HOLA (12 U.S.C.
1464(b)(1)), your charter, and this part.
Additionally, 12 CFR parts 204 and 230
apply to your deposit activities.

§ 557.11 To what extent does Federal
law preempt deposit-related State
laws?

(a) Under sections 4(a) and 5(a) of the
HOLA, 12 U.S.C. 1463(a), 1464(b), OTS is
authorized to promulgate regulations
that preempt State laws affecting the
operations of Federal savings associa-
tions when appropriate to:

(1) Facilitate the safe and sound op-
erations of federal savings associa-
tions;

(2) Enable federal savings associa-
tions to operate according to the best
thrift institutions practices in the
United States; or

(3) Further other purposes of HOLA.
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