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securities, except as an interim meas-
ure to facilitate orderly, prudent de-
ployment of proceeds during the three 
years following the conversion, or as 
part of a properly managed leverage 
strategy. 

(iii) The risks associated with the 
plan for deployment of conversion pro-
ceeds, and the effect of this plan on 
management resources, staffing, and 
facilities. 

(iv) The expertise of the mutual hold-
ing company and saving association 
subsidiary’s management and board of 
directors, or that the mutual holding 
company has planned for adequate 
staffing and controls to prudently man-
age the growth, expansion, new invest-
ment, and other operations and activi-
ties proposed in its business plan. 

(2) The mutual holding company may 
not project returns of capital or special 
dividends in any part of the business 
plan. A newly converted company may 
not plan on stock repurchases in the 
first year of the business plan. 

(c) Management and board review of 
business plan. (1) The chief executive of-
ficer and members of the board of di-
rectors of the mutual holding company 
must review, and at least two-thirds of 
the board of directors must approve, 
the business plan. 

(2) The chief executive officer and at 
least two-thirds of the board of direc-
tors of the mutual holding company 
must certify that the business plan ac-
curately reflects the intended plans for 
deployment of conversion proceeds, and 
that any new initiatives reflected in 
the business plan are reasonably 
achievable. The mutual holding com-
pany must submit these certifications 
with its business plan, as part of the 
conversion application under para-
graph (b) of this section. 

(d) Board review of the business plan. 
(1) The Board will review the business 
plan to determine whether it dem-
onstrates a safe and sound deployment 
of conversion proceeds, as part of its 
review of the conversion application. In 
making its determination, the Board 
will consider how the mutual holding 
company has addressed the applicable 
factors of paragraph (b) of this section. 
No single factor will be determinative. 
The Board will review every case on its 
merits. 

(2) The mutual holding company 
must file its business plan with the ap-
propriate Reserve Bank. The Board or 
appropriate Reserve Bank may request 
additional information, if necessary, to 
support its determination under para-
graph (d)(1) of this section. The mutual 
holding company must file its business 
plan as a confidential exhibit to the 
Form AC. 

(3) If the Board approves the applica-
tion for conversion and the mutual 
holding company completes the con-
version, the resulting stock holding 
company must operate within the pa-
rameters of the business plan. The 
Board must approve any material devi-
ation from the business plan in writing 
prior to such material deviation. 

(e) Disclosure of business plan. 
(1) The mutual holding company may 

discuss information about the conver-
sion with individuals that it authorizes 
to prepare documents for the conver-
sion. 

(2) Except as permitted under para-
graph (e)(1) of this section, the mutual 
holding company must keep all infor-
mation about the conversion confiden-
tial until the board of directors adopts 
the plan of conversion. 

(3) If the mutual holding company 
violates this section, the Board may re-
quire it to take remedial action. For 
example, the Board may require the 
mutual holding company to take any 
or all of the following actions: 

(i) Publicly announce that the mu-
tual holding company is considering a 
conversion; 

(ii) Set an eligibility record date ac-
ceptable to the Board; 

(iii) Limit the subscription rights of 
any person who violates or aids in a 
violation of this section; or 

(iv) Take any other action to ensure 
that the conversion is fair and equi-
table. 

§ 239.54 Plan of conversion. 
(a) Adoption by the board of directors. 

Prior to filing an application for con-
version, the board of directors of the 
mutual holding company must adopt a 
plan of conversion that conforms to 
§§ 239.59 through 239.62 and 239.63(b). 
The board of directors must adopt the 
plan by at least a two-thirds vote. The 
plan of conversion is required, under 
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§ 239.55(b), to be included in the conver-
sion application. 

(b) Contents of the plan of conversion. 
The mutual holding company must in-
clude the information included in 
§§ 239.59 through 239.62 and 239.63(b) in 
the plan of conversion. The Board may 
require the mutual holding company to 
delete or revise any provision in the 
plan of conversion if the Board deter-
mines the provision is inequitable; is 
detrimental to the mutual holding 
company, the account holders, other 
mutual holding companies, or other 
savings associations; or is contrary to 
public interest. 

(c) Notice of board of directors’ ap-
proval of the plan of conversion. (1) No-
tice. The mutual holding company must 
promptly notify its members that the 
board of directors adopted a plan of 
conversion and that a copy of the plan 
is available for the members’ inspec-
tion in the mutual holding company’s 
home office and in each of the sub-
sidiary savings association’s branch of-
fices. The mutual holding company 
must mail a letter to each member or 
publish a notice in the local newspaper 
in every local community where the 
savings association has an office. The 
mutual holding company may also 
issue a press release. The Board may 
require broader publication, if nec-
essary, to ensure adequate notice to 
the members. 

(2) Contents of notice. The mutual 
holding company may include any of 
the following statements and descrip-
tions in the letter, notice, or press re-
lease. 

(i) The board of directors adopted a 
proposed plan to convert from mutual 
to stock form. 

(ii) The mutual holding company will 
send its members a proxy statement 
with detailed information on the pro-
posed conversion before the mutual 
holding company convenes a members’ 
meeting to vote on the conversion. 

(iii) The members will have an oppor-
tunity to approve or disapprove the 
proposed conversion at a meeting. At 
least a majority of the eligible votes 
must approve the conversion. 

(iv) The mutual holding company 
will not vote existing proxies to ap-
prove or disapprove the conversion. 
The mutual holding company will so-

licit new proxies for voting on the pro-
posed conversion. 

(v) The Board must approve the con-
version before the conversion will be 
effective. The members will have an 
opportunity to file written comments, 
including objections and materials sup-
porting the objections, with the Board. 

(vi) The IRS must issue a favorable 
tax ruling, or a tax expert must issue 
an appropriate tax opinion, on the tax 
consequences of the conversion before 
the Board will approve the conversion. 
The ruling or opinion must indicate 
the conversion will be a tax-free reor-
ganization. 

(vii) The Board might not approve 
the conversion, and the IRS or a tax 
expert might not issue a favorable tax 
ruling or tax opinion. 

(viii) Savings account holders will 
continue to hold accounts in the sav-
ings association with the same dollar 
amounts, rates of return, and general 
terms as existing deposits. The FDIC 
will continue to insure the accounts. 

(ix) The mutual holding company’s 
conversion will not affect borrowers’ 
loans, including the amount, rate, ma-
turity, security, and other contractual 
terms. 

(x) The savings association’s business 
of accepting deposits and making loans 
will continue without interruption. 

(xi) The current management and 
staff will continue to conduct current 
services for depositors and borrowers 
under current policies and in existing 
offices. 

(xii) The subsidiary savings associa-
tion may continue to be a member of 
the Federal Home Loan Bank System. 

(xiii) The mutual holding company 
may substantively amend the proposed 
plan of conversion before the members’ 
meeting. 

(xiv) The mutual holding company 
may terminate the proposed conver-
sion. 

(xv) After the Board approves the 
proposed conversion, the mutual hold-
ing company will send proxy materials 
providing additional information. After 
the mutual holding company sends 
proxy materials, members may tele-
phone or write to the mutual holding 
company with additional questions. 

(xvi) The proposed record date for de-
termining the eligible account holders 
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who are entitled to receive subscrip-
tion rights to purchase the shares. 

(xvii) A brief description of the cir-
cumstances under which supplemental 
eligible account holders will receive 
subscription rights to purchase the 
shares. 

(xviii) A brief description of how vot-
ing members may participate in the 
conversion. 

(xix) A brief description of how direc-
tors, officers, and employees will par-
ticipate in the conversion. 

(xx) A brief description of the pro-
posed plan of conversion. 

(xxi) The par value (if any) and ap-
proximate number of shares that will 
be issued and sold in the conversion. 

(3) Other requirements. 
(i) The mutual holding company may 

not solicit proxies, provide financial 
statements, describe the benefits of 
conversion, or estimate the value of 
the shares upon conversion in the let-
ter, notice, or press release. 

(ii) If the mutual holding company 
responds to inquiries about the conver-
sion, it may address only the matters 
listed in paragraph (c)(2) of this sec-
tion. 

(d) Amending a plan of conversion. The 
mutual holding company may amend 
its plan of conversion before it solicits 
proxies. After the mutual holding com-
pany solicits proxies, it may amend the 
plan of conversion only if the Board 
concurs. 

§ 239.55 Filing requirements. 

(a) Applications under this subpart. 
Any filing with the Board required 
under this subpart must be filed in ac-
cordance with § 238.14 of this chapter. 
The Board will review any filing made 
under this subpart in accordance with 
§ 238.14 of this chapter. 

(b) Requirements. (1) The application 
for conversion must include all of the 
following information. 

(i) A plan of conversion meeting the 
requirements of § 239.54(b). 

(ii) Pricing materials meeting the re-
quirements paragraph (g)(2) of this sec-
tion. 

(iii) Proxy soliciting materials under 
§ 239.57(d), including: 

(A) A preliminary proxy statement 
with signed financial statements; 

(B) A form of proxy meeting the re-
quirements of § 239.57(b); and 

(C) Any additional proxy soliciting 
materials, including press releases, 
personal solicitation instructions, 
radio or television scripts that the mu-
tual holding company plans to use or 
furnish to the members, and a legal 
opinion indicating that any marketing 
materials comply with all applicable 
securities laws. 

(iv) An offering circular described in 
§ 239.58(a). 

(v) The documents and information 
required by Form AC. The mutual 
holding company may obtain Form AC 
from the appropriate Reserve Bank and 
the Board’s Web site (http:// 
www.federalreserve.gov). 

(vi) Where indicated, written con-
sents, signed and dated, of any ac-
countant, attorney, investment bank-
er, appraiser, or other professional who 
prepared, reviewed, passed upon, or cer-
tified any statement, report, or valu-
ation for use. See Form AC, instruction 
B(7). 

(vii) The business plan, submitted as 
a separately bound, confidential ex-
hibit. See paragraph (c) of this section. 

(viii) Any additional information the 
Board requests. 

(2) The Board will not accept for fil-
ing, and will return, any application 
for conversion that is improperly exe-
cuted, materially deficient, substan-
tially incomplete, or that provides for 
unreasonable conversion expenses. 

(c) Filing an application for conversion. 
(1) The mutual holding company must 
file the application for conversion on 
Form AC with the appropriate Reserve 
Bank. 

(2) Upon receipt of an application 
under this subpart, the Reserve Bank 
will promptly furnish notice and a copy 
of the application to the primary fed-
eral supervisor of any subsidiary sav-
ings association. The primary super-
visor will have 30 calendar days from 
the date of the letter giving notice in 
which to submit its views and rec-
ommendations to the Board. 

(d) Confidential treatment of portions of 
an application for conversion. (1) The 
Board makes all filings under this sub-
part available to the public, but may 
keep portions of the application for 
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