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(c) Value of a dissenting stockholder’s
interest. You must pay a dissenting
stockholder according to the liquida-
tion provision in your bylaws, except
that you must pay at least par or face
value for eligible borrower stock (as
defined in section 4.9A(d)(2) of the Act).
If we determine that the liquidation
provision is inequitable to stock-
holders, we will require you to cal-
culate their share in accordance with
another formula that we deem equi-
table.

(d) Calculation of interest of a dis-
senting stockholder. Before you retire
any equity, you must make the fol-
lowing adjustments to the amount of
stockholder equity as stated in the fi-
nancial statements on the termination
date:

(1) Deduct any taxes due to the ter-
mination that you have not yet re-
corded;

(2) Deduct the amount of the exit fee;
and

(3) Make any adjustments described
under §611.1250(c) that we may require
as we deem appropriate.

(e) Form of payment to a dissenting
stockholder. You must pay dissenting
stockholders for their equities as fol-
lows:

(1) Pay cash for the par or face value
of purchased stock, less any impair-
ment;

(2) For equities other than purchased
equities, you may:

(i) Pay cash;

(ii) Cause or otherwise provide for
the successor institution to issue, on
the date of termination, subordinated
debt to the stockholder with a face
value equal to the value of the remain-
ing equities. This subordinated debt
must have a maturity date of 7 years
or less, must have priority in liquida-
tion ahead of all equity, and must
carry a rate of interest not less than
the rate (at the time of termination)
for debt of comparable maturity issued
by the U.S. Treasury plus 1 percent; or

(iii) Provide for a combination of
cash and subordinated debt as de-
scribed above.

(f) Payment to holders of special class of
stock. If you have adopted bylaws under
§611.1210(f), you must pay a dissenting
stockholder who owns shares of the
special class of stock an amount equal
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to the lower of the par (or face) value
or the value of such stock as deter-
mined under §611.1280(c) and (d).

(9) Notice to equity holders. The notice
to equity holders required in
§611.1240(f) must include a form for
stockholders to send back to you, stat-
ing their intention to exercise dis-
senters’ rights. The notice must con-
tain the following information:

(1) A description of the rights of dis-
senting stockholders set forth in this
section and the approximate value per
share that a dissenting stockholder can
expect to receive. State whether the
successor institution will require bor-
rowers to be stockholders or whether it
will require stockholders to be bor-
rowers.

(2) A description of the current book
and par value per share of each class of
equities, and the expected book and
market value of the stockholder’s in-
terest in the successor institution.

(3) A statement that a stockholder
must return the enclosed form to you
within 30 days if the stockholder choos-
es to exercise dissenters’ rights.

(h) Notice to subsequent equity holders.
Equity holders that acquire their equi-
ties after the termination vote must
also receive the notice described in
paragraph (g) of this section. You must
give them at least 5 business days to
decide whether to request retirement
of their stock.

(i) Reconsideration. If a reconsider-
ation vote is held and the termination
is disapproved, the right of stock-
holders to exercise dissenters’ rights is
rescinded. If a reconsideration vote is
held and the termination is approved,
you must retire the equities of dis-
senting stockholders as if there had
been no reconsideration vote.

§611.1285 Loan refinancing by bor-
rowers.

(a) Disclosure of credit and loan infor-
mation. At the request of a borrower
seeking refinancing with another Sys-
tem institution before you terminate,
you must give credit and loan informa-
tion about the borrower to such insti-
tution.
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(b) No reassignment of territory. If, at
the termination date, we have not as-
signed your territory to another Sys-
tem institution, any System institu-
tion may lend in your territory, to the
extent otherwise permitted by the Act
and the regulations in this chapter.

§611.1290 Continuation of borrower
rights.

You may not require a waiver of con-
tractual borrower rights provisions as
a condition of borrowing from and own-
ing equity in the successor institution.
Institutions that become other financ-
ing institutions on termination must
comply with the applicable borrower
rights provisions in the Act and part
617 of this chapter.
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§612.2130 Definitions.

For purposes of this part, the fol-
lowing terms are defined:
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(a) Agent means any person, other
than a director or employee, who cur-
rently represents a System institution
in contacts with third parties or who
currently provides professional serv-
ices to a System institution, such as
legal, accounting, appraisal, and other
similar services.

(b) A conflict of interest or the appear-
ance thereof exists when a person has a
financial interest in a transaction, re-
lationship, or activity that actually af-
fects or has the appearance of affecting
the person’s ability to perform official
duties and responsibilities in a totally
impartial manner and in the best inter-
est of the employing institution when
viewed from the perspective of a rea-
sonable person with knowledge of the
relevant facts.

(c) Controlled entity and entity con-
trolled by mean an entity in which the
individual, directly or indirectly, or
acting through or in concert with one
Or more persons:

(1) Owns 5 percent or more of the eg-
uity;

(2) Owns, controls, or has the power
to vote 5 percent or more of any class
of voting securities; or

(3) Has the power to exercise a con-
trolling influence over the manage-
ment of policies of such entity.

(d) Employee means any salaried offi-
cer or part-time, full-time, or tem-
porary salaried employee.

(e) Entity means a corporation, com-
pany, association, firm, joint venture,
partnership (general or limited), soci-
ety, joint stock company, trust (busi-
ness or otherwise), fund, or other orga-
nization or institution.

(f) Family means an individual and
spouse and anyone having the fol-
lowing relationship to either: parents,

spouse, son, daughter, sibling, step-
parent, stepson, stepdaughter, step-
brother, stepsister, half brother, half
sister, uncle, aunt, nephew, niece,

grandparent, grandson, granddaughter,
and the spouses of the foregoing.

(g) Financial interest means an inter-
est in an activity, transaction, prop-
erty, or relationship with a person or
an entity that involves receiving or
providing something of monetary value
or other present or deferred compensa-
tion.



