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Managenment O ficial Interlocks

AGENCIES: O fice of the Conptroller of the Currency, Treasury; Board of
Governors of the Federal Reserve System Federal Deposit |nsurance
Corporation; Ofice of Thrift Supervision, Treasury.

ACTION: Joint final rule.

SUVMMARY: The O fice of the Conptroller of the Currency (OCC), Board of
Governors of the Federal Reserve System (Board), Federal Deposit

I nsurance Corporation (FDIC), and O fice of Thrift Supervision (OTS)
(the Agencies) are revising their rules regardi ng nanagenent
interlocks. The final rule confornms the interlocks rules to recent
statutory changes, nodernizes and clarifies the rules, and reduces
unnecessary regul atory burdens where feasible, consistent with
statutory requirenents.

EFFECTI VE DATE: This joint rule is effective January 1, 2000.

FOR FURTHER | NFORMATI ON CONTACT: OCC. Emily R MNaughton, National
Bank Exaniner, Senior Policy Analyst, Core Policy Devel opnent (202)
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874-5190; Jacki e Durham Seni or Licensing Policy Analyst, Bank

Organi zation and Structure (202) 874-5060; Sue E. Auerbach, Senior
Attorney, Bank Activities and Structure (202) 874-5300; or Mark
Tenhundfel d, Assistant Director, Legislative and Regulatory Activities
(202) 874-5090. Ofice of the Conptroller of the Currency, 250 E
Street, SW Washi ngton, DC 20219.

Board: Thomas M Corsi, Senior Counsel (202) 452-3275, or Andrew
Baer, Attorney (202) 452-2246, Legal Division, Board of Governors of
the Federal Reserve System For the hearing inpaired only,

Tel econmuni cati on Device for Deaf (TDD), Dorothea Thonpson (202) 452-
3544, Board of Governors of the Federal Reserve System 20th and C
Streets, NW Washi ngton, DC 20551

FDIC. Curtis Vaughn, Exanination Specialist, Division of
Supervi si on, (202) 898-6759; or Mark Mellon, Counsel, Regulation and
Legi sl ation Section, Legal D vision, (202) 898-3854, Federal Deposit
I nsurance Corporation, 550 17th Street, NW Washi ngton, DC 20429.

OrS: David Bristol, Senior Attorney, Business Transactions
Di vi sion, Chief Counsel's Ofice (202) 906-6461; or Joseph M Casey,
Supervi sion Policy, (202) 906-5741, Ofice of Thrift Supervision, 1700
G Street, NW Washi ngton, DC 20552

SUPPLEMENTARY | NFORMATI ON
I . Background

The Depository Institution Managenent Interlocks Act (12 U S.C
3201-3208) (the Interlocks Act or Act) generally prohibits bank
managenent officials fromserving sinultaneously with two unaffiliated
depository institutions or their holding conpani es (depository
organi zations). The scope of the prohibition depends on the size and
| ocation of the organi zations involved. For instance, the Act prohibits
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i nterlocks between unaffiliated depository organizations, regardl ess of
size, if each organization has an office <SUP>1</SUP> in the sane
community (the conmunity prohibition). Interlocks are al so prohibited
bet ween unaffiliated depository organi zations if each organi zati on has
total assets of $20 million or nore and has an office in the sane

rel evant netropolitan statistical area (RVBA) (the RVMSA prohibition).
The Interlocks Act also prohibits interlocks between unaffiliated
depository organi zations, regardl ess of location, if each organization
has total assets exceeding specified thresholds (the major assets

prohi bition).

\'1\ Each of the Agencies' regul ations generally define
““office'' as a home or branch office. See 12 CFR 26.2 (0OCC), 212.2
(Board), 348.2 (FDIC, and 563f.2 (OTS).

Sunmary of Statutory Changes

Section 2210 of the Economi ¢ Growt h and Regul atory Paperwork
Reducti on Act of 1996 (Pub. L. 104-208, 110 Stat. 3009-409) (the EGRPR
Act) anended sections 204, 206 and 209 of the Interlocks Act (12 U S.C
3203, 3205 and 3207). Section 2210(a) of the EGRPR Act anended the
Interl ocks Act by changing the thresholds for the najor assets
prohi bition under 12 U S.C. 3203. Prior to the EGRPR Act, nmnagenent
officials of depository organizations with total assets exceeding $1
billion were prohibited fromserving as nanagenent officials of
unaffiliated depository organi zations with assets exceedi ng $500
mllion, regardless of the location of the organi zati ons. <SUP>2</ SUP>
The EGRPR Act raised the thresholds to $2.5 billion and $1.5 billion
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respectively. The anendnent al so authorized the Agencies to adjust the
threshol ds by regul ation, as necessary to allow for inflation or market
condi tions.

\2\ The Agencies define " “total assets'' of diversified savings
and | oan hol di ng conpani es and bank hol di ng conpani es exenpt from
section 4 of the Bank Hol di ng Conpany Act (12 U.S.C. 1843) to
include only the assets of their depository institution affiliates.
See 12 CFR 26.2(r) (0CC, 212.2(q) (Board), 348.2(q) (FDIC), and
563f.2(r) (OTS).

Section 2210(b) of the EGRPR Act pernanently extended the
gr andf at her exenptions for nanagenent officials whose service began
bef ore Novenber 10, 1978, which appear at 12 U. S.C. 3205(a) and (b)
which were due to expire in 1998. The EGRPR Act repeal ed section
3205(c) whi ch nmandat ed Agency review of these grandfathered interl ocks
bef ore March 1995.

The EGRPR Act al so anended 12 U.S.C. 3207 to provide that the
Agenci es nmay adopt regulations that permit service by a nanagenent
official that would otherw se be prohibited by the Interlocks Act, if
such service would not result in a nonopoly or substantial |essening of
conpetition. This change repeal ed the specific "““regulatory standards'
and " " nmanagenent consignment'' exenptions added by the Riegle Conmmunity
Devel opnment and Regul atory | nprovenent Act of 1994 (CDR
Act), <SUP>3</ SUP> and restored the Agencies' broad authority to create
regul atory exenptions to the statutory prohibitions on interl ocks.

\'3\ The Agenci es adopted final regulations inplenenting the
managenent interlocks provisions of the CDRI Act, effective Cctober
1, 1996. See 61 FR 40293 (August 2, 1996).

Il. The Proposa

On August 11, 1998, the Agencies published a joint notice of
proposed rul emaki ng (the Proposal) (63 FR 43052) to inplenent the
statutory changes nade by the EGRPR Act. In addition, the Proposa
renewed an earlier proposal for a small narket share exenption that the
Board, OCC, and FDI C had advanced before enactnent of the CDRl Act.

Il'l. The Final Rule and Comments Recei ved

The Agencies received a total of seven comments, <SUP>4</ SUP> sone
of which were sent to nore than one agency. Conmenters generally
supported the Proposal. A few comenters, while supporting the
Proposal , suggested that the Agencies nmake additional changes as
di scussed later in this preanble. Mst of the proposed changes received
either no comments or uniformy favorable comments. Accordingly, except
where noted in the text that follows, the Agenci es have adopted the
Proposal wi thout change. The foll ow ng di scussion summari zes the
anendnents to the Agenci es' managenent interlocks rules and the
coments received

\'4\ The Board received 4 comments fromthe public, while the
OCC, FDIC, and OIS received 4, 6, and 5 respectively.

A. Definitions

The Agencies' regul ations define key terns inplenenting the
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Interl ocks Act. The Agenci es added or revised a nunber of these
definitions in 1996 to inplenment the CDRI Act.<SUP>5</SUP> Wth the
repeal of the specific exenptive standards in the CDRI Act, two of

these definitions becanme unnecessary, specifically, "~ “anticonpetitive
effect'' and ““critical''. The Agencies therefore proposed that they be
removed

The Agencies received only one comment on the proposed elimnation
of these terns. The commenter agreed that these definitions should be
renoved. The Agencies therefore adopt this provision wthout any
changes.

B. Major Assets Prohibition

Prior to the EGRPR Act, if a depository institution or depository
hol di ng conpany had total assets exceeding $1 billion, a nanagenent
official of the institution or any of its affiliates could not serve as
a managenent official of any other nonaffiliated depository institution
or depository hol di ng conpany having total assets exceedi ng $500
mllion or as a nmanagenent official of any affiliates of the other
institution, regardl ess of |location. The EGRPR Act revised the asset
thresholds for the nmajor assets prohibition from$1 billion and $500
mllion to $2.5 billion and $1.5 billion, respectively. The | egislation
al so aut horized the Agencies to adjust the threshold fromtine to tine
to reflect inflation or market changes.

The Agenci es proposed to anend the regulations to reflect the new
threshol d anpbunts, and to add a nechani sm provi ding for periodic
adj ustnents of the thresholds. The adjustnent woul d be based on changes
in the Consuner Price Index for Urban Wage Earners and Cerical Wrkers
(the Consuner Price Index). In those years when changes in the Consuner
Price Index would change the thresholds by nore than $100 nillion, the
Agencies will adjust the threshold and announce the change by a fina
rule without notice and opportunity for comment published in the
Federal Register. For those years in which changes in the Consuner
Price Index would not change the thresholds by nore than $100 million
the Agencies will not adjust the threshold. The Agencies invited
conmment on ot her types of narket changes that nmay warrant subsequent
adjustnents to the major assets prohibition. The Agencies, however,
wish to clarify that if they do not adjust the threshold to reflect a
Consuner Price Index change in any given year, they will consider the
change for that year in conputing adjustnents to the threshold in
subsequent years.

Two conmenters supported the proposed adjustnent of the najor asset
t hreshol ds based on the Consuner Price |Index. One comenter, however,
suggested that the Agencies notify financial institutions of threshold
anounts at |east annually even if they are not adjusted.

The Agencies believe that the $100 mllion benchmark will nake it
easy for the banking industry to keep track of the thresholds while
preserving the flexibility to reflect changes in the econony that are
significant enough to
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warrant changi ng the asset thresholds. Accordingly, the Agencies adopt
the mechani sm providing for periodic adjustnments of the thresholds set
forth in the Proposal w thout any changes.

C. Regul atory Standards and Managenent Consi gnnent Exenptions

The current regul ations contain Regul atory Standards and Managenent
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Consi gnnent exenptions which were predicated on section 3207 of the
Interlocks Act. The EGRPR Act renpved the specific exenptions fromthe
Interlocks Act and substituted a general authority for the Agencies to
create exenptions by regulation. Accordingly, the Proposal recomended
renoval of these regul atory exenptions.

The Agencies received only one comment on this provision. The
comment er supported renoval of the Regulatory Standards and Managenent
Consi gnnent exenptions. The Agencies find the renoval of the exenptions
appropriate in light of their statutory repeal and therefore adopt this
provision as set forth in the Proposal w thout any changes.

D. General Exenptive Authority

Section 2210(c) of the EGRPR Act authorizes the Agencies to adopt
regul ations pernmitting service by a nanagenent official that would
otherwi se be prohibited by the Interlocks Act, if that official's
service would not result in ~“a nonopoly or substantial |essening of
conpetition.'' To inplement this authority, the Agencies proposed to
exenpt ot herw se prohibited nmanagenent interl ocks where the dua
service would not result in a nonopoly or substantial |essening of
conpetition, and would not otherw se threaten safety and soundness. As
noted in the preanble to the Proposal, the process for obtaining such
exenptions will be set out in each Agency's procedural regul ations or
in the case of the OCC, in the Managenent I|nterlocks booklet of the
Conptroller's Corporate Manual

The Agencies also proposed to create a rebuttable presunption that
an interlock would not result in a nonopoly or substantial |essening of
conpetition, if: (1) The depository organi zation prinmarily serves | ow
or noderate-incone areas; (2) the depository organization is controlled
or managed by nenbers of a mnority group or wonen; (3) the depository
institution has been chartered for less than two years; or (4) the
depository organization is deened to be in a troubled condition'' under
regul ations inplenenting section 914 of the Financial Institutions
Ref orm Recovery, and Enforcenment Act of 1989 (12 U.S.C. 1831i).

Under the proposal, interlocks granted in reliance on one of these
presunpti ons may continue for three years unless the Agency granting
the interlock provides otherwise in witing.

Three comenters supported the general exenption. One conmenter
suggested that the rebuttabl e presunption be extended to depository
institutions that have been chartered for |less than five years rather
than the two-year linit suggested in the Proposal. The comenter argued
that the tine period should be extended to take into consideration the
chal | enges facing a de novo depository institution inits first or
second market cycle. Another commenter, however, cautioned agai nst
allowing an interlock to continue when the original reason for granting
the interlock in the first place no |onger applies. For exanple, the
commenter noted that if an interlock is granted to strengthen an
institution in a troubled condition and the bank is still in that
status at the end of the three-year tine period, the appropriate
supervi sory agency shoul d consi der other courses of action instead of
allowing the interlock to continue.

A fourth comenter stated that the justification offered by the
Agencies was insufficient to establish a rebuttable presunption for a
depository organi zation controll ed or nanaged by menbers of a mnority
group or wonen or for a newy chartered depository institution. The
comrenter further questioned the reason for presum ng that interlocks
in these conditions automatically would not result in a nonopoly or
reduction of conpetition. The commenter argued that proper nanagenent
shoul d be addressed in the chartering process and that the burden of
managenent oversi ght rests there. The commenter therefore recomended
that these two categories be dropped fromthe list of those eligible
for the rebuttabl e presunption.

In response, the Agencies note that when the regulatory exceptions
for these two categories of interlocks were created in 1979, the
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Agenci es found the exceptions were appropriate for the pronotion of
conpetition over the long termand to encourage the devel opnent and
preservation of these depository organi zations, thereby contributing to
the conveni ence and needs of the public and the well-being of the
financial conmmunity. The Agencies continue to believe that the
exception for a depository organi zation controlled or nmanaged by
menbers of a mnority group or wonen does not create an unfair

advant age but instead recognizes that it has historically been nore
difficult for institutions controlled by wonen and ninorities to
recruit seasoned managenent and that, accordingly, conpetition to serve
traditionally underserved markets may have suffered. By pernmitting
interlocks that inprove the quality of nanagenent in nminority and
wonen-owned institutions, the Agencies believe that these institutions
are better able to conpete with other institutions in the rel evant

mar ket to serve traditionally underserved custoners and markets.
Simlarly, because de novo entrants into a market are presuned to
enhance conpetition in that nmarket, the Agencies believe that an
interlock that inproves the nanagenent of newly chartered institutions
al so enhances conpetition.

For these reasons, the Agencies have retained the two categories of
rebuttabl e presunptions. As noted by the Agencies in the Proposal
however, a claimthat factors exist giving rise to a presunption does
not preclude an Agency from denying a request for an exenption if the
Agency finds that the interlock nevertheless would result in a nonopoly
or substantial |essening of conpetition. See 63 FR 43054.

The Proposal stated that these presunptions would be applied in a
manner consistent with the Agencies' past analysis of the factors to
nmeet the legitinmate needs of the institutions and organi zati ons
i nvol ved for qualified and skilled rmanagenent. The Proposal further
stated that the definitions of "“area nedian incone'' and " | ow and
noder at e-i ncone areas'' added to the regulations in 1996 to inpl enent
the CDRI Act anendrments would be retained to provide guidance as to
when an organi zation would qualify for one of the presunptions. Under
the Proposal, interlocks based on a rebuttable presunption would be
all owed to continue for three years, unless otherw se provided in the
approval order. The Proposal would not prevent an organi zation from
appl ying for an extension of an interlock exenption if the factors
continued to apply. The organi zation would al so be free under the
Proposal to utilize any other exenption that may be avail able. The
Agenci es proposed that any interlock approved under this section nay
continue so long as it would not result in a nonopoly or a substanti al
| esseni ng of conpetition, becones unsafe or unsound, or is subject to a
condition requiring termnation at a specific tine. The Agencies are
adopting the proposed section without any changes.

The Agencies also decline to extend the eligibility period for the
rebuttabl e
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presunption to depository institutions that have been chartered for

| ess than five years rather than the two-year limt as suggested by
anot her commenter. The Agencies believe that extending the rebuttable
presunption to depository institutions that have been chartered for

| ess than five years woul d cause de novo depository organi zations to
rely on interlocking service, rather than to obtain independent
managenent from ot her nore appropriate sources. Once a de novo
depository institution is granted a general exenption, the exenption
woul d continue for a period of three years.

E. Snmall Market Share Exenption
The Proposal sought comment on an exenption for interlocks

involving institutions that, on a conbined basis, control |ess than 20
percent of the deposits in a conmunity or relevant MSA. The Agencies
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proposed the small narket share exenption to enlarge the pool of
managenent tal ent upon which depository institutions nay draw, thereby
resulting in nore conpetitive, better nmanaged institutions w thout
causing significant anticonpetitive effects. As stated in the Proposal
financial institutions seeking to forman interlock pursuant to the
smal | market share exenption nust deternine their eligibility by using
deposit share data published by the FDIC in its Summary of Deposits.

Al'l seven commenters supported the snmall narket share exenption. In
addition, five conmmenters found the FDI C Sunmary of Deposits to be the
best avail abl e database for determining eligibility for the exception
(with the other two comenters expressing no opinion on this question).
Four comenters did not believe that institutions would abuse this
exception by devel opi ng webs of interlocking relationships (hub and
spoke interlocks). One of these four commenters urged the Agencies to
approach such interlocks on a case-by-case basis.

Four comenters stated that 20 percent of deposits was an
appropriate threshold to deternine eligibility for the exception. One
commenter in this group recommended, however, that the Agencies
peri odically reexan ne the appropri ateness of the 20 percent limt in
Iight of the declining narket shares of banks generally. Another
commenter argued that the Agencies should increase the threshold to 30
percent due to a shortage of talent in sone snmall towns. A second
comment er suggested that the Agenci es adopt a hi gher percentage for
depository organi zations in small communities. This commenter noted
that depository organi zations in sparsely popul ated areas often contro
a |l arge share of deposits and that there would be no benefit in
depriving small or rural banks of eligibility for this exenption. Two
commrent ers suggested that credit union deposits should be taken into
account when ascertaining the total anpunt of deposits in a particular
communi ty.

The Agencies agree with the majority of comenters that 20 percent
of deposits within the relevant community is the appropriate threshold
to determine eligibility for the small market share exenption. Wile
there will be highly concentrated markets where this threshold will not
affect institutions' ability to forminterlocks, the Agencies believe
that interlocks between unaffiliated institutions that together contro
nore than 20 percent of the deposits in a market create the risk that
the interlocked institutions will be able to adversely affect the
availability or terns of credit in that market. The Agencies note,
however, that the rule permts institutions that do not qualify for the
smal | market share exenption to apply for a general exenption. The
general exenption is available even to institutions that control nore
than 20 percent of the deposits in the relevant narket if the
institutions are able to denonstrate that the interlock will not result
in a nonopoly or substantial |essening of conpetition and woul d not
present safety and soundness concerns.

The Agencies do not agree with the comenters' suggestion of
i ncluding data on credit union deposits along with depository
institution deposits when deternmning the total anount of deposits in a
gi ven market. The Agencies continue to believe <SUP>6</SUP> that the
deposit data naintained in the FDIC s Summary of Deposits, which does
not include credit union data, provides a reliable approxinmation of the
mar ket for a given location. To the extent that credit unions hold a
significant anount of the total deposits in a given nmarket, this
i nformati on may be used to denonstrate that an interlock will not
result in a nonopoly or substantial |essening of conpetition under the
general exenption. This approach is consistent with the Agencies
treatment of credit union deposits in the nerger context, where the
Agenci es consider credit union deposits as one of nany mitigating
factors if a nerger transaction exceeds a specified
t hr eshol d. <SUP>7</ SUP>

\ 6\ The Agencies' snall nmarket share exenption proposal in 1994
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al so did not include credit union deposit data in the determ nation
of the market.

\'7\" The National Credit Union Adm nistration in its proposed
rul emaking to revise its managenent interlocks regul ation, however,
considers credit union deposits when determ ning the total anount of
deposits in a given market. See 63 FR 57947 (Cctober 29, 1998).

The small market share exenption criteria remain as outlined in the
Proposal . Organi zations claimng the exenpti on nust determ ne the
mar ket share in each RVMBA and community in which both depository
organi zations (or their depository institution affiliates) have
of fices. The rel evant narket used for the snmall nmarket share exception
(that is, the RVBAs or communities in which both depository
organi zations or their depository institution affiliates have offices)
are the sanme narkets described in the comunity and RMSA prohibitions.
The smal|l market share exenption is not available for interlocks
subject to the major assets prohibition

The exenptions continue to apply as long as the organi zati ons neet
the applicable conditions. Any event, such as an expansi on or nmerger,
that causes the | evel of deposits controlled to exceed 20 percent of
deposits in any RVMBA or community is considered a change in
circunstances. Accordingly, the depository organi zati ons have 15 nonths
(or such shorter period as directed by the appropriate Agency) to
address the prohibited interlock. Conform ng changes relating to
term nation have been nmade to the Agencies' change of circunstances
provi si ons.

No prior Agency approval is required in order to claimthe proposed
smal | market share exenption. Managenent is responsible for conplying
with the terns of a small market share exenption and for nmintaining
sufficient supporting docunentation. Each depository organi zati on nust
mai ntain records sufficient to support its determination of eligibility
for the exenption and nust reconfirmthat determ nation on an annua
basi s.

V. Effective Date of Final Rule

Subj ect to certain exceptions, 12 U S.C. 4802(b) provides that new
regul ati ons and anendnents to regul ations prescribed by a federa
banki ng agency which i npose additional reporting, disclosures, or other
new requirenents on an insured depository institution shall take effect
on the first day of a cal endar quarter which begins on or after the
date on which the regulations are published in final form In addition
the Adninistrative Procedure Act generally provides that rules wll
becone effective 30 days after publication. 5 U S.C. 553. Accordingly,
compliance with the final rule is not nandatory until the effective
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date provided earlier in this docunent. Section 4802(b), however, also
pernmits any person subject to the regulation to conply with the

regul ation voluntarily, prior to the effective date. Consequently,

af fected insured depository institutions nay elect to conply
voluntarily with the final rule imediately. If an insured depository
institution or foreign bank elects to conply voluntarily with any
section of the managenent interlocks rules, the institution or bank
nmust conply with the entire part.

V. Paperwork Reduction Act
The Agencies may not conduct or sponsor, and an organi zation is not
required to respond to, an information collection unless it displays a

currently valid OVB control nunber. The OMB control nunbers are |isted
bel ow
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OCC: 1557-0196
Board: 7100-0134
FDI C. 3604-0118
OrS: 1550- 0051

The Agenci es sought comment on the burden estinmates for the
information collections |isted bel ow and recei ved no conments that
specifically addressed the burden stemming fromthese infornation
col | ecti ons.

OCC:. The collection of information requirenents contained in this
final rule have been approved by the O fice of Managenent and Budget in
accordance with the Paperwork Reduction Act of 1995 (44 U.S.C. 3507).
Persons interested in comenting on these requirenents should send
comments to the OFfice of Managenent and Budget, Paperwork Reduction
Project (1557-0196), Washington, D.C. 20503, with copies to the
Comuni cations Division, Third Floor, Attention: 1557-0196, O fice of
the Conptroller of the Currency, 250 E Street, SW Washi ngton, DC
20219.

The collection of information requirenents in this final rule are
found in 12 CFR 26.4(h)(1)(i), 26.6(b), and 26.6(c). This infornmation
is required to evidence conpliance with the requirenents of the
Interl ocks Act by national banks and District banks.

Esti nmat ed average annual burden hours per respondent: 4 hours.

Esti nmat ed nunber of respondents: 7.

Estimated total annual reporting burden: 29 hours.

Start-up costs to correspondents: None.

Board: In accordance with section 3506 of the Paperwork Reduction
Act of 1995 (44 U . S.C. Ch. 35; 5 CFR 1320 Appendix A 1), the Board
reviewed the rule under the authority delegated to the Board by the
O fice of Managenent and Budget.

The collection of information requirenents in the final rule are
found in 12 CFR 212.4(h)(1)(i), 212.5(a)(2), 212.6(b), and 212.6(c).
This information is required to evidence conpliance with the Interl ocks
Act. The respondents are state nenber banks and subsidi ary depository
institutions of bank hol ding conpanies (for-profit financia
institutions, including small businesses).

Esti mat ed nunmber of respondents: 6 applicants per year

Esti nmat ed average annual burden per respondent: 4 hours.

Esti mat ed annual frequency of reporting: One-tine application

Estimated total annual reporting burden: 24 hours.

Start-up costs to respondents: None.

The Board has a continued interest in the public's opinions of
Federal Reserve collections of information. At any time, coments
regarding the burden estimte, or any other aspect of this collection
of information, including suggestions for reducing the burden, may be
sent to: Secretary, Board of Governors of the Federal Reserve System
20th and C Streets, N.W, Washington, DC 20551; and to the Ofice of
Managenment and Budget, Paperwork Reduction Project (7100-0134),
Washi ngt on, DC 20503.

FDI C. The collections of information contained in this final rule
have been revi ewed and approved by the O fice of Managenent and Budget
under control nunber 3604-0118 in accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3507). Comments on the collections of
i nformati on should be sent to the Ofice of Managenent and Budget,
Paperwor k Reduction Project (3604-0118), Washington, D.C. 20503, with
copi es of such conmments to be sent to Steven F. Hanft, O fice of the
Executive Secretary, Room F-453, Federal Deposit Insurance Corporation,
550 17th Street, NW, Washi ngton, DC 20429.

OrS: The collection of information requirenents in this rule have
been approved by the Ofice of Managenent and Budget in accordance with
t he Paperwork Reduction Act of 1995 (44 U.S.C. 3507) under QOVB contro
number 1550-0051

Persons interested in comenting on these requirenents should send
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comments to the OFfice of Managenent and Budget, Paperwork Reduction
Proj ect (1550-0051), Washington, DC 20503, with copies to the
Regul ations and Legi sl ation Division, Chief Counsel's Ofice, Ofice of
Thrift Supervision, 1700 G St., NW, Washi ngton, DC 20552

Under the Paperwork Reduction Act of 1995, no persons are required
to respond to a collection of information unless it displays a
currently valid OVB control nunber. The valid OVB control nunber
assigned to the collection of information in this final rule is
di spl ayed at 12 CFR 506.1

The collection of information requirenents are found in 12 CFR
563f.4(h)(1) (i), 563f.6(b) and 563f.6(c). OIS requires this information
to evidence conpliance with the Managenent Interlocks Act by savings
associations. The likely respondents are savings associations and their
hol di ng conpani es.

VI. Regulatory Flexibility Act

Pursuant to section 605(b) of the Regulatory Flexibility Act (RFA)
(5 U.S.C 605(b)), the regulatory flexibility anal ysis otherw se
required under section 603 of the RFA (5 U. S.C. 603) is not required if
the head of the agency certifies that the rule will not have a
significant econonic inpact on a substantial nunber of snmall entities
and t he agency publishes such certification and a statenent explaining
the factual basis for such certification in the Federal Register along
with its final rule.

Pursuant to section 605(b) of the RFA, the Agencies hereby certify
that this rule will not have a significant econonic inpact on a
substantial nunber of snmall entities. The Agencies expect that this
rule will not create any additional burden on small entities. The rule
rel axes the criteria for obtaining an exenption fromthe interl ocks
prohi bitions, and specifically addresses the needs of small entities by
creating the small market share exenption. Accordingly, a regulatory
flexibility analysis is not required.

VI1. Snall Business Regul atory Enforcenent Fairness Act

Title Il of the Small Business Regul atory Enforcenent Fairness Act
of 1996 (SBREFA) <SUP>8</SUP> provi des generally for agencies to report
rules to Congress and the General Accounting Ofice for review The
reporting requirenent is triggered when a Federal agency issues a fina
rule. The Agencies will file the appropriate reports with Congress and
the GAO as required by SBREFA. The O fice of Managenent and Budget has
deternmined that the rules promul gated by the Agencies do not constitute
““major rules'' as defined by SBREFA.

\8\ Pub. L. 104-121, 110 Stat. 857.

[[ Page 51678]]
VI1l. Executive Order 12866

The OCC and OTS have determined that this Proposal is not a
significant regulatory action under Executive O der 12866

| X. Unfunded Mandates Act of 1995

OCC and OTS: Section 202 of the Unfunded Mandates Act of 1995
(Unfunded Mandates Act) requires that an agency prepare a budgetary
i mpact statenent before promulgating a rule likely to result in a
Federal mandate that may result in the annual expenditure of $100
mllion or nore in any one year by State, local, and triba
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governnents, in the aggregate, or by the private sector. If a budgetary
i mpact statenent is required, section 205 of the Unfunded Mandates Act
requires an agency to identify and consider a reasonabl e nunber of
alternatives before pronulgating the rule.

The OCC and OTS have deternmined that this final rule will not
result in expenditures by State, local, and tribal governnents, or by
the private sector, of nore than $100 million in any one year
Accordingly, neither the OCC nor the OTS has prepared a budgetary
i mpact statenent or specifically addressed the regulatory alternatives
consi der ed.

X. Assessnent of Inpact of Federal Regulation on Fanmilies

The Agencies have determned that this anendment will not affect
famly well-being within the neaning of section 654 of the Treasury
Department Appropriations Act, 1999, enacted as part of the Omi bus
Consol i dated and Enmergency Suppl enental Appropriations Act, 1999 (Pub
L. 105-277, 112 Stat. 2681).
Li st of Subjects
12 CFR Part 26

Antitrust, Banks, banking, Hol ding conpani es, Managenent officia
i nterlocks, National banks, Reporting and recordkeepi ng requirenents.

12 CFR Part 212

Antitrust, Banks, banking, Hol ding conpani es, Managenent officia
i nterl ocks, Reporting and recordkeepi ng requirenents.

12 CFR Part 348

Antitrust, Banks, banking, Hol ding conpanies, Reporting and
r ecor dkeepi ng requi renents.

12 CFR Part 563f

Antitrust, Hol ding conpanies, Reporting and recordkeeping
requi renents, Savings associations.

O fice of the Conptroller of the Currency
12 CFR Chapter |
Aut hority and |ssuance

For the reasons set out in the joint preanble, the OCC anends
chapter | of title 12 of the Code of Federal Regulations as follows:

PART 26- - MANAGEMENT OFFI Cl AL | NTERLOCKS
1. The authority citation for part 26 continues to read as foll ows:

Authority: 12 U S.C. 93a and 3201- 3208.

Sec. 26.2 [ Anmended]

2. Section 26.2 is anended by renoving paragraphs (b) and (f) and
redesi gnati ng paragraphs (c) through (s) as paragraphs (b) through (q),
respectively.

3. Section 26.3 is anended by revising paragraph (c) to read as
fol | ows:
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Sec. 26.3 Prohibitions.

* * *x * %

(c) Major assets. A nanagenent official of a depository
organi zation with total assets exceeding $2.5 billion (or any affiliate
of such an organi zation) nay not serve at the sane tine as a nanagenent
official of an unaffiliated depository organi zation with total assets
exceeding $1.5 billion (or any affiliate of such an organization),
regardl ess of the location of the two depository organi zati ons. The OCC
wi Il adjust these threshol ds, as necessary, based on the year-to-year
change in the average of the Consuner Price Index for the U ban Wage
Earners and Cerical Wrkers, not seasonally adjusted, with rounding to
the nearest $100 million. The OCC will announce the revised threshol ds
by publishing a final rule without notice and comment in the Federa
Regi ster.

4, Section 26.5 is revised to read as foll ows:

Sec. 26.5 Snmall nmarket share exenption.

(a) Exenption. A managenent interlock that is prohibited by
Sec. 26.3 is pernissible, if:

(1) The interlock is not prohibited by Sec. 26.3(c); and

(2) The depository organi zations (and their depository institution
affiliates) hold, in the aggregate, no nore than 20 percent of the
deposits in each RVMSA or comunity in which both depository
organi zations (or their depository institution affiliates) have
of fices. The anount of deposits shall be deternined by reference to the
nost recent annual Sunmmary of Deposits published by the FDIC for the
RVMSA or comrunity.

(b) Confirmation and records. Each depository organi zati on nust
mai ntain records sufficient to support its determination of eligibility
for the exenption under paragraph (a) of this section, and nust
reconfirmthat determination on an annual basis.

5. Section 26.6 is revised to read as foll ows:

Sec. 26.6 General exenption.

(a) Exenption. The OCC nay by order issued follow ng receipt of an
application, exenpt an interlock fromthe prohibitions in Sec. 26.3 if
the OCC finds that the interlock would not result in a nonopoly or
substantial |essening of conpetition and woul d not present safety and
soundness concer ns.

(b) Presunptions. In reviewing an application for an exenption
under this section, the OCC will apply a rebuttable presunption that an
interlock will not result in a nonopoly or substantial |essening of
conpetition if the depository organi zati on seeking to add a nanagenent
of ficial

(1) Primarily serves | ow and noderate-i ncone areas;

(2) I's controlled or managed by persons who are nmenbers of a
mnority group, or wonen;

(3) Is a depository institution that has been chartered for |ess
than two years; or

(4) Is deened to be in ““troubled condition'' as defined in 12 CFR
5.51(c)(6).

(c) Duration. Unless a specific expiration period is provided in
the OCC approval, an exenption permtted by paragraph (a) of this
section nmay continue so long as it does not result in a nonopoly or
substantial |essening of conpetition, or is unsafe or unsound. If the
OCC grants an interlock exenption in reliance upon a presunption under
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paragraph (b) of this section, the interlock may continue for three
years, unless otherw se provided by the OCC in witing.

6. Section 26.7 is anended by revising paragraph (a) to read as
fol |l ows:

Sec. 26.7 Change in circunstances.

(a) Term nation. A nanagenent official shall terminate his or her
service or apply for an exenption if a change in circunstances causes
the service to becone prohibited. A change in circunstances may include
an increase in asset size of an organization, a change in the
delineation of the RVBA or comunity, the establishnent of an office,
an increase in the aggregate deposits of the depository organization
or an acquisition, nerger, consolidation, or any reorganization of the
ownership structure of a depository organi zation

[[ Page 51679]]

that causes a previously pernissible interlock to beconme prohibited.
Dated: July 12, 1999.

John D. Hawke, Jr.

Conptroller of the Currency.

Federal Reserve System
12 CFR Chapter |1
Aut hority and |ssuance

For the reasons set out in the joint preanble, the Board anmends
chapter Il of title 12 of the Code of Federal Regul ations as foll ows:

PART 212-- MANAGEMENT OFFI Cl AL | NTERLOCKS

1. The authority citation for part 212 continues to read as
fol |l ows:

Authority: 12 U S.C. and 3201-3208; 15 U. S.C 109.

Sec. 212.2 [ Amended]

2. Section 212.2 is anended by renoving paragraphs (b) and (f) and
redesi gnati ng paragraphs (c) through (r) as paragraphs (b) through (p),
respectively.

3. Section 212.3 is anended by revising paragraphs (b) and (c) to
read as foll ows:

Sec. 212.3 Prohibitions.

* * % * %

(b) RVBA. A managenent official of a depository organization nay
not serve at the sane tine as a nanagenent official of an unaffiliated
depository organization if the depository organi zations in question (or
a depository institution affiliate thereof) have offices in the sane
RVMBA and, in the case of depository institutions, each depository
organi zation has total assets of $20 nmillion or nore.

(c) Mpjor assets. A nanagenent official of a depository
organi zation with total assets exceeding $2.5 billion (or any affiliate
of such an organi zation) nay not serve at the sane tine as a nanagenent
official of an unaffiliated depository organi zation with total assets

http://www.gpo.ucop.edu/cgi-bin/gpogatewai sdoc=1& doctype=TEXT.../frwais.access.gpo.go  9/24/99



Page 14 of 18

exceeding $1.5 billion (or any affiliate of such an organization),
regardl ess of the location of the two depository organi zations. The
Board wi Il adjust these thresholds, as necessary, based on the year-to-
year change in the average of the Consumer Price |Index for the Urban
Wage Earners and Clerical Wrkers, not seasonally adjusted, with
rounding to the nearest $100 million. The Board will announce the
revi sed thresholds by publishing a final rule without notice and
commrent in the Federal Register

4. Section 212.5 is revised to read as foll ows:

Sec. 212.5 Small market share exenption.

(a) Exenption. A managenent interlock that is prohibited by
Sec. 212.3 is permissible, if:

(1) The interlock is not prohibited by Sec. 212.3(c); and

(2) The depository organi zations (and their depository institution
affiliates) hold, in the aggregate, no nore than 20 percent of the
deposits in each RVSA or comunity in which both depository
organi zations (or their depository institution affiliates) have
of fices. The anount of deposits shall be deternmined by reference to the
nost recent annual Sunmmary of Deposits published by the FDIC for the
RVMSA or comrunity.

(b) Confirmation and records. Each depository organi zati on nust
mai ntain records sufficient to support its determination of eligibility
for the exenption under paragraph (a) of this section, and nust
reconfirmthat determination on an annual basis.

5. Section 212.6 is revised to read as foll ows:

Sec. 212.6 Ceneral exenption.

(a) Exenption. The Board may, by agency order, exenpt an interlock
fromthe prohibitions in Sec. 212.3, if the Board finds that the
interlock would not result in a nonopoly or substantial |essening of
conpetition, and would not present safety and soundness concerns.

(b) Presunptions. In reviewing an application for an exenption
under this section, the Board will apply a rebuttable presunption that
an interlock will not result in a nonopoly or substantial |essening of
conpetition if the depository organi zati on seeking to add a nanagenent
of ficial

(1) Primarily serves | ow and noderate-incone areas;

(2) I's controlled or managed by persons who are nmenbers of a
mnority group, or wonen;

(3) Is a depository institution that has been chartered for |ess
than two years; or

(4) Is deened to be in ““troubled condition'' as defined in 12 CFR
225. 71.

(c) Duration. Unless a shorter expiration period is provided in the
Board approval, an exenption permtted by paragraph (a) of this section
may continue so long as it does not result in a nonopoly or substantial
| essening of conpetition, or is unsafe or unsound. |If the Board grants
an interlock exenption in reliance upon a presunption under paragraph
(b) of this section, the interlock may continue for three years, unless
otherwi se provided by the Board in witing.

6. Section 212.7 is anmended by revising paragraph (a) to read as
fol | ows:

Sec. 212.7 Change in circunstances.
(a) Term nation. A nanagenent official shall terminate his or her

service or apply for an exenption if a change in circunstances causes
the service to becone prohibited. A change in circunstances may include

http://www.gpo.ucop.edu/cgi-bin/gpogatewai sdoc=1& doctype=TEXT.../frwai s.access.gpo.go

9/24/99



Page 15 of 18

an increase in asset size of an organization, a change in the
delineation of the RVBA or comunity, the establishnent of an office,
an increase in the aggregate deposits of the depository organization
or an acquisition, nerger, consolidation, or reorganization of the
ownership structure of a depository organi zation that causes a
previously permssible interlock to becone prohibited.
* * * % *

By order of the Board of Governors of the Federal Reserve
System

Dat ed at Washington, DC, this 13th day of Septenber, 1999.

Board of Governors of the Federal Reserve System
Jenni fer J. Johnson
Secretary of the Board.

Federal Deposit Insurance Corporation
12 CFR Chapter |11
Aut hority and | ssuance

For the reasons set forth in the joint preanble, the Board of
Directors of the FDI C anends chapter 11l of title 12 of the Code of
Federal Regul ations as foll ows:

PART 348-- MANAGEMENT OFFI Cl AL | NTERLOCKS

1. The authority citation for part 348 continues to read as
fol |l ows:

Authority: 12 U.S.C. 1823(k), 3207.

Sec. 348.2 [ Anended]

2. Section 348.2 is anmended by renoving paragraphs (b) and (f) and
redesi gnati ng paragraphs (c) through (r) as paragraphs (b) through (p),
respectively.

3. Section 348.3 is anended by revising paragraph (c) to read as
fol |l ows:

Sec. 348.3 Prohibitions.

* * % * %

(c) Mpjor assets. A nanagenent official of a depository
organi zation with total assets exceeding $2.5 billion (or any affiliate
of such an organi zation) nay not serve at the sane tine as a nanagenent
official of an unaffiliated depository organi zation with total assets
exceeding $1.5 billion (or any affiliate of such an organization),
regardl ess of the location of the two depository organi zations. The
FDIC wi || adjust these thresholds, as necessary, based on the year-to-
year change in the average of the Consumer Price |Index for the Urban

[[ Page 51680]]

Wage Earners and Clerical Wrkers, not seasonally adjusted, with
rounding to the nearest $100 nillion. The FDIC wi |l announce the
revi sed thresholds by publishing a final rule without notice and
comment in the Federal Register

4. Section 348.5 is revised to read as foll ows:
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Sec. 348.5 Smmll market share exenption.

(a) Exenption. A managenent interlock that is prohibited by
Sec. 348.3 is permissible, if:

(1) The interlock is not prohibited by Sec. 348.3(c); and

(2) The depository organi zations (and their depository institution
affiliates) hold, in the aggregate, no nore than 20 percent of the
deposits in each RVSBA or comunity in which both depository
organi zations (or their depository institution affiliates) have
of fices. The anount of deposits shall be deternined by reference to the
nost recent annual Sunmmary of Deposits published by the FDIC for the
RVMSA or comrunity.

(b) Confirmation and records. Each depository organi zati on nust
mai ntain records sufficient to support its determination of eligibility
for the exenption under paragraph (a) of this section, and nust
reconfirmthat determination on an annual basis.

5. Section 348.6 is revised to read as fol |l ows:

Sec. 348.6 Ceneral exenption.

(a) Exenption. The FDI C nay by agency order exenpt an interlock
fromthe prohibitions in Sec. 348.3 if the FDIC finds that the
interlock would not result in a nonopoly or substantial |essening of
conpetition and would not present safety and soundness concerns.

(b) Presunptions. In reviewing an application for an exenption
under this section, the FDIC will apply a rebuttabl e presunption that
an interlock will not result in a nonopoly or substantial |essening of
conpetition if the depository organi zati on seeking to add a nanagenent
of ficial

(1) Primarily serves | ow and noderate-i ncone areas;

(2) I's controlled or managed by persons who are nmenbers of a
mnority group, or wonen;

(3) Is a depository institution that has been chartered for |ess
than two years; or

(4) Is deened to be in " “troubled condition'' as defined in
Sec. 303.101(c).

(c) Duration. Unless a shorter expiration period is provided in the
FDI C approval, an exenption permtted by paragraph (a) of this section
may continue so long as it does not result in a nonopoly or substantial
| essening of conpetition, or is unsafe or unsound. If the FDIC grants
an interlock exenption in reliance upon a presunption under paragraph
(b) of this section, the interlock may continue for three years, unless
otherwi se provided by the FDIC in witing.

(d) Procedures. Procedures for applying for an exenption under this
section are set forth in 12 CFR 303. 250.

6. Section 348.7 is anended by revising paragraph (a) to read as
fol |l ows:

Sec. 348.7 Change in circunstances.

(a) Term nation. A nmanagenent official shall terminate his or her
service or apply for an exenption if a change in circunstances causes
the service to becone prohibited. A change in circunstances may include
an increase in asset size of an organization, a change in the
delineation of the RVBA or comunity, the establishnent of an office,
an increase in the aggregate deposits of the depository organization
or an acquisition, nerger, consolidation, or reorganization of the
ownership structure of a depository organi zation that causes a
previously permssible interlock to becone prohibited.

* * *x * %

By order of the Board of Directors.
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Dat ed at Washington, DC, this 31st day of August, 1999.

Federal Deposit Insurance Corporation
Robert E. Fel dman,
Executive Secretary.

O fice of Thrift Supervision
12 CFR Chapter V
Aut hority and |ssuance

For the reasons set out in the joint preanble, the OIS anends
chapter V of title 12 of the Code of Federal Regulations as follows:

PART 563f - - MANAGEMENT OFFI Cl AL | NTERLOCKS

1. The authority citation for part 563f continues to read as
fol | ows:

Authority: 12 U.S.C. 3201-3208.
Sec. 563f.2 [Anended]

2. Section 563f.2 is anended by renovi ng paragraphs (b) and (f) and
redesi gnati ng paragraphs (c) through (s) as paragraphs (b) through (q),
respectively.

3. Section 563f.3 is anended by revising paragraph (c) to read as
fol |l ows:

Sec. 563f.3 Prohibitions.

* * *x * %

(c) Mpjor assets. A nanagenent official of a depository
organi zation with total assets exceeding $2.5 billion (or any affiliate
of such an organi zation) nay not serve at the sane tine as a nanagenent
official of an unaffiliated depository organi zation with total assets
exceeding $1.5 billion (or any affiliate of such an organization),
regardl ess of the location of the two depository organi zati ons. The OIS
wi Il adjust these threshol ds, as necessary, based on the year-to-year
change in the average of the Consuner Price Index for the U ban Wage
Earners and Cerical Wrkers, not seasonally adjusted, with rounding to
the nearest $100 million. The OIS will announce the revised threshol ds
by publishing a final rule without notice and comment in the Federa
Regi ster.

4. Section 563f.5 is revised to read as foll ows:

Sec. 563f.5 Small narket share exenption.

(a) Exenption. A managenent interlock that is prohibited by
Sec. 563f.3 is pernissible, if:

(1) The interlock is not prohibited by Sec. 563f.3(c); and

(2) The depository organi zations (and their depository institution
affiliates) hold, in the aggregate, no nore than 20 percent of the
deposits in each RVSBA or comunity in which both depository
organi zations (or their depository institution affiliates) have
of fices. The anount of deposits shall be deternined by reference to the
nost recent annual Sunmmary of Deposits published by the FDIC for the
RVMSA or community.

(b) Confirmation and records. Each depository organi zati on nust
mai ntain records sufficient to support its determination of eligibility
for the exenption under paragraph (a) of this section, and nust
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reconfirmthat determ nation on an annual basis.
5. Section 563f.6 is revised to read as foll ows:

Sec. 563f.6 General exenption.

(a) Exenption. The OIS nay by agency order exenpt an interlock from
the prohibitions in Sec. 563f.3 if the OIS finds that the interlock
woul d not result in a nonopoly or substantial |essening of conpetition
and woul d not present safety and soundness concerns. A depository
organi zation nmay apply to the OIS for an exenption as provided by
Sec. 516.2 of this chapter.

(b) Presunptions. In reviewing an application for an exenption
under this section, the OTS will apply a rebuttable presunption that an
interlock will not result in a nonopoly or substantial |essening of
conpetition if the depository organi zati on seeking to add a nanagenent
of ficial

(1) Primarily serves | ow and noderate-incone areas;

(2) I's controlled or managed by persons who are nmenbers of a
mnority group, or wonen;

[[ Page 51681]]

(3) Is a depository institution that or has been chartered for |ess
than two years; or

(4) Is deened to be in " “troubled condition'' as defined in
Sec. 563.555 of this chapter

(c) Duration. Unless a shorter expiration period is provided in the
OrS approval, an exenption pernitted by paragraph (a) of this section
may continue so long as it does not result in a nonopoly or substantial
| essening of conpetition, or is unsafe or unsound. If the OIS grants an
interlock exenption in reliance upon a presunption under paragraph (b)
of this section, the interlock may continue for three years, unless
otherwi se provided by the OIS in witing.

6. Section 563f.7 is anended by revising paragraph (a) to read as
fol |l ows:

Sec. 563f.7 Change in circunstances.

(a) Term nation. A nanagenent official shall terminate his or her
service or apply for an exenption if a change in circunstances causes
the service to becone prohibited. A change in circunstances may include
an increase in asset size of an organization, a change in the
delineation of the RVBA or comunity, the establishnent of an office,
an increase in the aggregate deposits of the depository organization
or an acquisition, nerger, consolidation, or reorganization of the
ownership structure of a depository organi zation that causes a
previously permissible interlock to becone prohibited.

* * % * %

Dat ed: June 30, 1999.
El l en Sei dman,
Di rector.
[FR Doc. 99-24881 Filed 9-23-99; 8:45 anj
Bl LLI NG CODE 4810-33-P, 6210-01-P, 6714-01-P, 6720-01-P
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