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value of assets collateralizing the secu-
rities issuance (any assets of the sub-
sidiary, including any guarantees of its 
securities issuance you have made); 

(5) The interest or dividend rates and 
yields, or the range thereof, and the 
frequency of payments on the subsidi-
ary’s securities; 

(6) The minimum denomination of 
the subsidiary’s securities; and 

(7) Where the subsidiary marketed or 
intends to market the securities. 

[61 FR 66571, Dec. 18, 1996, as amended at 69 
FR 68249, Nov. 24, 2004] 

§ 559.13 How may a savings associa-
tion exercise its salvage power in 
connection with a service corpora-
tion or lower-tier entities? 

(a) In accordance with this section, a 
savings association (‘‘you’’) may exer-
cise your salvage power to make a con-
tribution or a loan (including a guar-
antee of a loan made by any other per-
son) to your service corporation or 
lower-tier entity (‘‘salvage invest-
ment’’) that exceeds the maximum 
amount otherwise permitted under law 
or regulation. You must notify OTS at 
least 30 days before making such a sal-
vage investment. This notice must 
demonstrate that: 

(1) The salvage investment protects 
your interest in the service corporation 
or 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 
(a)(2) of this section. 

(b) If OTS notifies you within 30 days 
that the Notice presents supervisory 
concerns, or raises significant issues of 
law or policy, you must apply for and 
receive OTS’s prior written approval 
under the standard treatment proc-
essing procedures at part 516, subparts 
A and E of this chapter before making 
a salvage investment. 

(c) If your service corporation or 
lower-tier entity is a GAAP-consoli-
dated subsidiary, your salvage invest-
ment under this section will be consid-
ered an investment in a subsidiary for 
purposes of part 567 of this chapter. 

[61 FR 66571, Dec. 18, 1996, as amended at 66 
FR 13007, Mar. 2, 2001] 

PART 560—LENDING AND 
INVESTMENT 

Sec. 
560.1 General. 
560.2 Applicability of law. 
560.3 Definitions. 

Subpart A—Lending and Investment 
Powers for Federal Savings Associations 

560.30 General lending and investment pow-
ers of Federal savings associations. 

560.31 Election regarding categorization of 
loans or investments and related calcula-
tions. 

560.32 Pass-through investments. 
560.33 Late charges. 
560.34 Prepayments. 
560.35 Adjustments to home loans. 
560.36 De minimis investments. 
560.37 Real estate for office and related fa-

cilities. 
560.40 Commercial paper and corporate debt 

securities. 
560.41 Leasing. 
560.42 State and local government obliga-

tions. 
560.43 Foreign assistance investments. 
560.50 Letters of credit and other inde-

pendent undertakings—authority. 
560.60 Suretyship and guaranty. 

Subpart B—Lending and Investment Provi-
sions Applicable to all Savings Asso-
ciations 

560.93 Lending limitations. 
560.100 Real estate lending standards; pur-

pose and scope. 
560.101 Real estate lending standards. 
560.110 Most favored lender usury preemp-

tion. 
560.120 Letters of credit and other inde-

pendent undertakings to pay against doc-
uments. 

560.121 Investment in State housing cor-
porations. 

560.130 Prohibition on loan procurement 
fees. 

560.160 Asset classification. 
560.170 Records for lending transactions. 
560.172 Re-evaluation of real estate owned. 

Subpart C—Alternative Mortgage 
Transactions 

560.210 Disclosures for variable rate trans-
actions. 

560.220 Alternative Mortgage Transaction 
Parity Act. 

AUTHORITY: 12 U.S.C. 1462, 1462a, 1463, 1464, 
1467a, 1701j–3, 1828, 3803, 3806; 42 U.S.C. 4106. 

SOURCE: 61 FR 50971, Sept. 30, 1996, unless 
otherwise noted. 

VerDate Aug<31>2005 13:45 Jan 20, 2006 Jkt 208039 PO 00000 Frm 00180 Fmt 8010 Sfmt 8010 Y:\SGML\208039.XXX 208039



171 

Office of Thrift Supervision, Treasury § 560.2 

§ 560.1 General. 
(a) Authority and scope. This part is 

being issued by OTS under its general 
rulemaking and supervisory authority 
under the Home Owners’ Loan Act 
(HOLA), 12 U.S.C. 1462 et seq. Subpart A 
of this part sets forth the lending and 
investment powers of Federal savings 
associations. Subpart B of this part 
contains safety-and-soundness based 
lending and investment provisions ap-
plicable to all savings associations. 
Subpart C of this part addresses alter-
native mortgages and applies to all 
savings associations. 

(b) General lending standards. Each 
savings association is expected to con-
duct its lending and investment activi-
ties prudently. Each association should 
use lending and investment standards 
that are consistent with safety and 
soundness, ensure adequate portfolio 
diversification and are appropriate for 
the size and condition of the institu-
tion, the nature and scope of its oper-
ations, and conditions in its lending 
market. Each association should ade-
quately monitor the condition of its 
portfolio and the adequacy of any col-
lateral securing its loans. 

§ 560.2 Applicability of law. 
(a) Occupation of field. Pursuant to 

sections 4(a) and 5(a) of the HOLA, 12 
U.S.C. 1463(a), 1464(a), OTS is author-
ized to promulgate regulations that 
preempt state laws affecting the oper-
ations of federal savings associations 
when deemed appropriate to facilitate 
the safe and sound operation of federal 
savings associations, to enable federal 
savings associations to conduct their 
operations in accordance with the best 
practices of thrift institutions in the 
United States, or to further other pur-
poses of the HOLA. To enhance safety 
and soundness and to enable federal 
savings associations to conduct their 
operations in accordance with best 
practices (by efficiently delivering low- 
cost credit to the public free from 
undue regulatory duplication and bur-
den), OTS hereby occupies the entire 
field of lending regulation for federal 
savings associations. OTS intends to 
give federal savings associations max-
imum flexibility to exercise their lend-
ing powers in accordance with a uni-
form federal scheme of regulation. Ac-

cordingly, federal savings associations 
may extend credit as authorized under 
federal law, including this part, with-
out regard to state laws purporting to 
regulate or otherwise affect their cred-
it activities, except to the extent pro-
vided in paragraph (c) of this section or 
§ 560.110 of this part. For purposes of 
this section, ‘‘state law’’ includes any 
state statute, regulation, ruling, order 
or judicial decision. 

(b) Illustrative examples. Except as 
provided in § 560.110 of this part, the 
types of state laws preempted by para-
graph (a) of this section include, with-
out limitation, state laws purporting 
to impose requirements regarding: 

(1) Licensing, registration, filings, or 
reports by creditors; 

(2) The ability of a creditor to require 
or obtain private mortgage insurance, 
insurance for other collateral, or other 
credit enhancements; 

(3) Loan-to-value ratios; 
(4) The terms of credit, including am-

ortization of loans and the deferral and 
capitalization of interest and adjust-
ments to the interest rate, balance, 
payments due, or term to maturity of 
the loan, including the circumstances 
under which a loan may be called due 
and payable upon the passage of time 
or a specified event external to the 
loan; 

(5) Loan-related fees, including with-
out limitation, initial charges, late 
charges, prepayment penalties, serv-
icing fees, and overlimit fees; 

(6) Escrow accounts, impound ac-
counts, and similar accounts; 

(7) Security property, including 
leaseholds; 

(8) Access to and use of credit re-
ports; 

(9) Disclosure and advertising, in-
cluding laws requiring specific state-
ments, information, or other content 
to be included in credit application 
forms, credit solicitations, billing 
statements, credit contracts, or other 
credit-related documents and laws re-
quiring creditors to supply copies of 
credit reports to borrowers or appli-
cants; 

(10) Processing, origination, serv-
icing, sale or purchase of, or invest-
ment or participation in, mortgages; 

(11) Disbursements and repayments; 
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