§563b.100

OTS approves your conversion and will
only occur if OTS has not approved
your conversion within 15 months after
the eligibility record date.

Supplemental eligible account holders
are any persons, except your officers,
directors, and their associates, holding
qualifying deposits on the supple-
mental eligibility record date.

Tax-qualified employee stock benefit
plan is any defined benefit plan or de-
fined contribution plan, such as an em-
ployee stock ownership plan, stock
bonus plan, profit-sharing plan, or
other plan, and a related trust, that is
qualified under sec. 401 of the Internal
Revenue Code (26 U.S.C. 401).

Underwriter is any person who pur-
chases any securities from you with a
view to distributing the securities, of-
fers or sells securities for you in con-
nection with the securities’ distribu-
tion, or participates or has a direct or
indirect participation in the direct or
indirect underwriting of any such un-
dertaking. Underwriter does not in-
clude a person whose interest is limited
to a usual and customary distributor’s
or seller’s commission from an under-
writer or dealer.

Subpart A—Standard Conversions
PRIOR TO CONVERSION

§563b.100 What must I do before a
conversion?

(a) Your board, or a subcommittee of
your board, must meet with OTS before
you pass your plan of conversion. The
meeting may occur at OTS or your of-
fices at your option. At that meeting
you must provide OTS with a written
strategic plan that outlines the objec-
tives of the proposed conversion and
the intended use of the conversion pro-
ceeds.

(b) You should also consult with OTS
before you file your application for
conversion. OTS will discuss the infor-
mation that you must include in the
application for conversion, general
issues that you may confront in the
conversion process, and any other per-
tinent issues.

12 CFR Ch. V (1-1-08 Edition)

§563b.105 What information must I in-
clude in my business plan?

(a) Prior to filing an application for
conversion, you must adopt a business
plan reflecting your intended plans for
deployment of the proposed conversion
proceeds. Your business plan is re-
quired, under §563b.150, to be included
in your conversion application. At a
minimum, your business plan must ad-
dress:

(1) Your projected operations and ac-
tivities for three years following the
conversion. You must describe how you
will deploy the conversion proceeds at
the converted savings association (and
holding company, if applicable), what
opportunities are available to reason-
ably achieve your planned deployment
of conversion proceeds in your pro-
posed market areas, and how your de-
ployment will provide a reasonable re-
turn on investment commensurate
with investment risk, investor expecta-
tions, and industry norms, by the final
year of the business plan. You must in-
clude three years of projected financial
statements. The business plan must
provide that the converted savings as-
sociation must retain at least 50 per-
cent of the net conversion proceeds.
OTS may require that a larger percent-
age of proceeds remain in the institu-
tion.

(2) Your plan for deploying conver-
sion proceeds to meet credit and lend-
ing needs in your proposed market
areas. OTS strongly discourages busi-
ness plans that provide for a substan-
tial investment in mortgage securities
or other securities, except as an in-
terim measure to facilitate orderly,
prudent deployment of proceeds during
the three years following the conver-
sion, or as part of a properly managed
leverage strategy.

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

(4) The expertise of your manage-
ment and board of directors, or that
you have planned for adequate staffing
and controls to prudently manage the
growth, expansion, new investment,
and other operations and activities
proposed in your business plan.
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