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§390.255

§390.255 How may a State savings as-
sociation exercise its salvage power
in connection with a service cor-
poration or lower-tier entities?

(a) In accordance with this section, a
State savings association (‘‘you’) may
exercise your salvage power to make a
contribution or a loan (including a
guarantee of a loan made by any other
person) to a lower-tier entity (‘‘salvage
investment’’) that exceeds the max-
imum amount otherwise permitted
under law or regulation. You must no-
tify the FDIC at least 30 days before
making such a salvage investment.
This notice must demonstrate that:

(1) The salvage investment protects
your interest in the lower-tier entity;

(2) The salvage investment is con-
sistent with safety and soundness; and

(3) You considered alternatives to the
salvage investment and determined
that such alternatives would not ade-
quately satisfy paragraphs (a)(1) and (2)
of this section.

(b) If the FDIC notifies you within 30
days that the Notice presents super-
visory concerns, or raises significant
issues of law or policy, you must apply
for and receive the FDIC’s prior writ-
ten approval before making a salvage
investment.

(¢c) If your lower-tier entity is a
GAAP-consolidated subsidiary, your
salvage investment under this section
will be considered an investment in a
subsidiary for purposes of subpart Z.

Subpart P—Lending and
Investment

§390.260 General.

(a) Authority and scope. This subpart
is being issued by the FDIC under its
general rulemaking and supervisory
authority under the Federal Deposit
Insurance Act (FDIA), 12 U.S.C. 1811 et
seq. Sections 390.264, 390.265, and 390.267
through 390.272 contain safety-and-
soundness based lending and invest-
ment provisions applicable to State
savings associations.

(b) General lending standards. Each
State savings association is expected
to conduct its lending and investment
activities prudently. Each State sav-
ings association should use lending and
investment standards that are con-
sistent with safety and soundness, en-
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sure adequate portfolio diversification
and are appropriate for the size and
condition of the institution, the nature
and scope of its operations, and condi-
tions in its lending market. Each State
savings association should adequately
monitor the condition of its portfolio
and the adequacy of any collateral se-
curing its loans.

§390.261 [Reserved]

§390.262 Definitions.

For purposes of this subpart:

Consumer loans include loans for per-
sonal, family, or household purposes
and loans reasonably incident thereto,
and may be made as either open-end or
closed-end consumer credit (as defined
at 12 CFR 226.2(a)(10) and (20)). Con-
sumer loans do not include credit ex-
tended in connection with credit card
loans, bona fide overdraft loans, and
other loans that the State savings as-
sociation has designated as made under
investment or lending authority other
than section 5(c)(2)(D) of the HOLA.

Credit card is any card, plate, coupon
book, or other single credit device that
may be used from time to time to ob-
tain credit.

Credit card account is a credit account
established in conjunction with the
issuance of, or the extension of credit
through, a credit card. This term in-
cludes loans made to consolidate credit
card debt, including credit card debt
held by other lenders, and participa-
tion certificates, securities and similar
instruments secured by credit card re-
ceivables.

Home loans include any loans made
on the security of a home (including a
dwelling unit in a multi-family resi-
dential property such as a condo-
minium or a cooperative), combina-
tions of homes and business property
(i.e., a home used in part for business),
farm residences, and combinations of
farm residences and commercial farm
real estate.

Loan commitment includes a loan in
process, a letter of credit, or any other
commitment to extend credit.

Real estate loan is a loan for which
the State savings association substan-
tially relies upon a security interest in
real estate given by the borrower as a
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condition of making the loan. A loan is
made on the security of real estate if:

(1) The security property is real es-
tate pursuant to the law of the state in
which the property is located;

(2) The security interest of the State
savings association may be enforced as
a real estate mortgage or its equiva-
lent pursuant to the law of the state in
which the property is located;

(3) The security property is capable
of separate appraisal; and

(4) With regard to a security property
that is a leasehold or other interest for
a period of years, the term of the inter-
est extends, or is subject to extension
or renewal at the option of the State
savings association for a term of at
least five years following the maturity
of the loan.

Small business includes a small busi-
ness concern or entity as defined by
section 3(a) of the Small Business Act,
15 U.S.C. 632(a), and implemented by
the regulations of the Small Business
Administration at 13 CFR part 121.

Small business loans and loans to small
businesses include any loan to a small
business as defined in this section; or a
loan that does not exceed $2 million
(including a group of loans to one bor-
rower) and is for commercial, cor-
porate, business, or agricultural pur-
poses.

§390.263 [Reserved]

§390.264 Real estate lending stand-
ards; purpose and scope.

This section, and §390.265, issued pur-
suant to section 18(o) of the Federal
Deposit Insurance Act, (12 TU.S.C.
1828(0)), prescribe standards for real es-
tate lending to be used by State sav-
ings associations and all their includ-
able subsidiaries, as defined in §390.461,
over which the State savings associa-
tions exercise control, in adopting in-
ternal real estate lending policies.

§390.265
ards.

Real estate lending stand-

(a) BEach State savings association
shall adopt and maintain written poli-
cies that establish appropriate limits
and standards for extensions of credit
that are secured by liens on or inter-
ests in real estate, or that are made for

§390.265

the purpose of financing permanent im-
provements to real estate.

(b)(1) Real estate lending policies
adopted pursuant to this section must:

(i) Be consistent with safe and sound
banking practices;

(ii) Be appropriate to the size of the
institution and the nature and scope of
its operations; and

(iii) Be reviewed and approved by the
State savings association’s board of di-
rectors at least annually.

(2) The lending policies must estab-
lish:

(i) Loan portfolio
standards;

(ii) Prudent underwriting standards,
including loan-to-value limits, that are
clear and measurable;

(iii) Loan administration procedures
for the State savings association’s real
estate portfolio; and

(iv) Documentation, approval, and re-
porting requirements to monitor com-
pliance with the State savings associa-
tion’s real estate lending policies.

(c) BEach State savings association
must monitor conditions in the real es-
tate market in its lending area to en-
sure that its real estate lending poli-
cies continue to be appropriate for cur-
rent market conditions.

(d) The real estate lending policies
adopted pursuant to this section should
reflect consideration of the Inter-
agency Guidelines for Real Estate
Lending Policies established by the
Federal banking agencies.

diversification

APPENDIX TO §390.265—INTERAGENCY GUIDE-
LINES FOR REAL ESTATE LENDING POLICIES

The agencies’ regulations require that each
insured depository institution adopt and
maintain a written policy that establishes
appropriate limits and standards for all ex-
tensions of credit that are secured by liens
on or interests in real estate or made for the
purpose of financing the construction of a
building or other improvements.! These
guidelines are intended to assist institutions
in the formulation and maintenance of a real
estate lending policy that is appropriate to
the size of the institution and the nature and
scope of its individual operations, as well as
satisfies the requirements of the regulation.

1The agencies have adopted a uniform rule

on real estate lending. See 12 CFR part 365
and §§390.264-390.265 (FDIC); 12 CFR part 208,
subpart C (FRB); and 12 CFR part 34, subpart
D (OCC).
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