§563.190

(3) Such a report shall be filed within
15 days after the person making it
learns of the change in control or the
activity which necessitates filing the
report, except that a report required
under paragraph (b) of this section
shall be filed within 15 days after the
effective date of the change or replace-
ment of the chief executive officer or
director, or within 15 days after the of-
ficer making the report obtains knowl-
edge of the change or replacement,
whichever occurs later.

(d) Other reports. The Office may also
require savings associations and indi-
viduals or other persons who have or
have had any connection with the man-
agement of any savings association, in-
cluding any present or former director,
officer, controlling person, or agent of
a savings association, to provide such
periodic or other reports as it may de-
termine to be necessary or appropriate
for protection of investors or the Of-
fice.

[54 FR 49552, Nov. 30, 1989, as amended at 60
FR 66718, Dec. 26, 1995; 66 FR 13008, Mar. 2,
2001]

§563.190 Bonds for directors, officers,
employees, and agents; form of and
amount of bonds.

(a) Each savings association shall
maintain fidelity bond coverage. The
bond shall cover each director, officer,
employee, and agent who has control
over or access to cash, securities, or
other property of the savings associa-
tion.

(b) The amount of coverage to be re-
quired for each savings association
shall be determined by the associa-
tion’s management, based on its assess-
ment of the level that would be safe
and sound in view of the association’s
potential exposure to risk; provided,
such determination shall be subject to
approval by the association’s board of
directors.

(c) Each savings association may
maintain bond coverage in addition to
that provided by the insurance under-
writer industry’s standard forms,
through the use of endorsements, rid-
ers, or other forms of supplemental
coverage, if, in the judgment of the as-
sociation’s board of directors, addi-
tional coverage is warranted.
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(d) The board of directors of each sav-
ings association shall formally approve
the association’s bond coverage. In de-
ciding whether to approve the bond
coverage, the board shall review the
adequacy of the standard coverage and
the need for supplemental coverage.
Documentation of the board’s approval
shall be included as a part of the min-
utes of the meeting at which the board
approves coverage. Additionally, the
board of directors shall review the as-
sociation’s bond coverage at least an-
nually to assess the continuing ade-
quacy of coverage.

[57 FR 12698, Apr. 13, 1992]

§563.191 Bonds for agents.

In lieu of the bond provided in
§563.190 of this part in the case of
agents appointed by a savings associa-
tion, a fidelity bond may be provided in
an amount at least twice the average
monthly collections of such agents,
provided such agents shall be required
to make settlement with the savings
association at least monthly, and pro-
vided such bond is approved by the
board of directors of the savings asso-
ciation. No bond need be obtained for
any agent that is a financial institu-
tion insured by the Federal Deposit In-
surance Corporation.

§563.200 Conflicts of interest.

If you are a director, officer, or em-
ployee of a savings association, or have
the power to direct its management or
policies, or otherwise owe a fiduciary
duty to a savings association:

(a) You must not advance your own
personal or business interests, or those
of others with whom you have a per-
sonal or business relationship, at the
expense of the savings association; and

(b) You must, if you have an interest
in a matter or transaction before the
board of directors:

(1) Disclose to the board all material
nonprivileged information relevant to
the board’s decision on the matter or
transaction, including:

(i) The existence, nature and extent
of your interests; and

(ii) The facts known to you as to the
matter or transaction under consider-
ation;
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(2) Refrain from participating in the
board’s discussion of the matter or
transaction; and

(3) Recuse yourself from voting on
the matter or transaction (if you are a
director).

[61 FR 60178, Nov. 27, 1996]

§563.201 Corporate opportunity.

(a) If you are a director or officer of
a savings association, or have the
power to direct its management or
policies, or otherwise owe a fiduciary
duty to a savings association, you
must not take advantage of corporate
opportunities belonging to the savings
association.

(b) A corporate opportunity belongs
to a savings association if:

(1) The opportunity is within the cor-
porate powers of the savings associa-
tion or a subsidiary of the savings asso-
ciation; and

(2) The opportunity is of present or
potential practical advantage to the
savings association, either directly or
through its subsidiary.

(c) OTS will not deem you to have
taken advantage of a corporate oppor-
tunity belonging to the savings asso-
ciation if a disinterested and inde-
pendent majority of the savings asso-
ciation’s board of directors, after re-
ceiving a full and fair presentation of
the matter, rejected the opportunity as
a matter of sound business judgment.

[61 FR 60179, Nov. 27, 1996]

Subpart H—Notice of Change of
Director or Senior Executive
Officer

SOURCE: 63 FR 51274, Sept. 25, 1998, unless
otherwise noted.

§563.550 What does this subpart do?

This subpart implements 12 U.S.C.
1831i, which requires certain savings
associations and savings and loan hold-
ing companies to notify the OTS before
appointing or employing directors and
senior executive officers.

§563.555 What definitions apply to this
subpart?

The following definitions apply to
this subpart:

§563.555

Director means an individual who
serves on the board of directors of a
savings association or savings and loan
holding company. This term does not
include an advisory director who:

(1) Is not elected by the shareholders;

(2) Is not authorized to vote on any
matters before the board of directors or
any committee of the board of direc-
tors;

(3) Provides only general policy ad-
vice to the board of directors or any
committee of the board of directors;
and

(4) Has not been identified by the
OTS in writing as an individual who
performs the functions of a director, or
who exercises significant influence
over, or participates in, major policy-
making decisions of the board of direc-
tors.

Senior executive officer means an indi-
vidual who holds the title or performs
the function of one or more of the fol-
lowing positions (without regard to
title, salary, or compensation): presi-
dent, chief executive officer, chief oper-
ating officer, chief financial officer,
chief lending officer, or chief invest-
ment officer. Senior executive officer
also includes any other person identi-
fied by the OTS in writing as an indi-
vidual who exercises significant influ-
ence over, or participates in, major
policymaking decisions, whether or not
hired as an employee.

Troubled condition means:

(1) A savings association that has a
composite rating of 4 or 5, as composite
rating is defined in §516.5(c) of this
chapter.

(2) A savings and loan holding com-
pany that has an unsatisfactory rating
under the OTS’s holding company rat-
ing system, or that is informed in writ-
ing by the OTS that it has an adverse
effect on its subsidiary savings associa-
tion;

(3) A savings association or savings
and loan holding company that is sub-
ject to a capital directive, a cease-and-
desist order, a consent order, a formal
written agreement, or a prompt correc-
tive action directive relating to the
safety and soundness or financial via-
bility of the savings association, unless
otherwise informed in writing by the
OTS; or

231



