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The rescission of this Transmittal Letter does
not address the status of the conveyed docu-
ment. To determine the status of the conveyed
document, please check with the original

ear of conversion; and

its regulations govermng mutuai-to-stoch cotivei= -
sions of insured savings associations. The purpose
of these amendments is 1o revise, clarify and update
the current regulations to strengthen the conversion
standards and ensure the integrity of the conversion
process.

Key provisions of the attached interim final ruie:

* Prohibit use of conversion stock to fund man-
agement stock benefit and recognition plans
(called MRPs) at the time of conversion. MRP
and stock option plans may be proposed for
shareholder approval no sooner than the first an-
nual meeting following conversion.

* Grant eligible “local” account holders first priority
to purchase conversion stock. These are account
holders who have been depositors for at least a
year prior to the conversion application and who
reside in the converting association’s “local com-
munity” or within 1060 miles of a home or branch
office.

* Prohibit use of *running” proxies, which are
proxies previously obtained by a converting as-
sociation that could be used by management if a
voting member did not execute another proxy or
otherwise revoke the first one.

* Revise appraisal standards to require a more
complete report with sufficient detail to support
the appraiser’s conclusions on the market value
of the converting institution.

« Eliminate merger-conversions, except in super-
visory cases.

Other provisions of the rule require submission of a
business plan with the application; extend the pub-
lic comment period on applications from 10 to 20
days; prohibit the repurchase of a convernted associa-

Thany proiniinaaly Tonive Sion Proxy materials pllb-
licly available.

The OTS has determined to adopt the amendments
immediately as an interim final rule 1o protect the in-
tegrity of the conversion process. The interim final
rule is effective May 3, 1994. OTS, therefore, gener-
ally expects converting associations with pending
applications to comply with the revised regulations.
The OTS has consulted with the Federal Deposil In-
surance Corporation (“FDIC™) in developing these
changes to efisure consistent policy in this area.

OTS is soliciting comment on the rule, including the
following questions: should non-local depositors be
denied purchase rights to conversion stock; can a
thrift refuse to open accounts or can it close ac-
counts of non-local residents; should subscription
rights continue to be nontransferable and should
merger-conversions of healthy institutions be per-
mitted in the future, and if so, under what circum-
stances.

The interim final rule was published in the May 3,
1994 edition of the Federal Register, Vol. 59, No. 84,
pp. 22725-22735. Written comments must be re-
ceived on or before June 17, 1994, and should be
addressed to: Director, Information Services, Public
Affairs Office, Office of Thrift Supervision, 1700 G
Street, N W, Washington, DC 20552.
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