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On November 8, 1996, the Board of Governors of 
the Federal Reserve System (Board) adopted a final 
rule implementing a change to 12 CFR 215 (Regu- 
lation 0). Regulation 0 governs loans to executive 
officers, directors, and principal shareholders of 
member banks. The Office of Thrift Supervision has 
incorporated Regulation 0 by reference at 12 CFR 
563.43. The provisions of Regulation 0, therefore, 
apply to a savings associations, its subsidiaries and 
insiders (directors, officers, and related interests) in 
the same manner and to the same extent as if the 
association were a bank and a member bank. 

The final rule became effective on Novem- 
ber 8,1996. Attached is a copy of the full text of 
the change from the Federal Regkxer (Volume 61, 
No. 218, pp. 57769-57770, including a correction 
published on November 19, 1996 in Vol. 61, No. 
224, p. 58782), which permits insiders of an in- 
stitution or its affiliates to obtain loans under com- 
pany-wide employee benefit plans. This 
amendment conforms the regulations to the Ec- 
onomic Growth and Regulatory Paperwork Re- 
duction Act of 1996 (EGRPRA). In this final 
rulemaking, the Board also simplified the pro- 

cedure for an institution’s board of directors to ex- 
clude executive officers and directors of an affiliate 
from policymaking functions of the bank, and thereby 
from the restrictions of Regulation 0. 

The Board also adopted a supplemental notice of pro- 
posed rulemaking on November 8, 1996 CFederalReg- 
IsterVolume 61, No. 218, pp. 57797-57799). The 
supple-mental rulemaking proposes to amend Regu- 
lation 0 by exempting executive officers or directors 
of the institution’s affiliates from the restrictions on 
extensions of credit if the following conditions exist: 

l The individual is not engaged in major pol- 
icymaking functions of the institution; and 

l The affiliate did not account for more than 10 per- 
cent of the consolidated assets of the institution’s 
holding company. 

This supplemental proposal results from a recent 
change in the exemptive authority of the Board under 
the EGRPRA. Comments on this proposal are due to 
the Board by December 9, 1996. Questions may be 
directed to Donna Deale, Supervision Policy, (202) 
906-7488 or Karen Osterloh, Regulations and Legisla- 
tion Division, Chief Counsel’s Office, (202) 906-6639. 

Jo 
Executive Director, Supervision 
Office of Thrift Supervision 
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Section 22(h) of the Federal Resew% 
Act restvicts budder lending by banks. 
and Reguiatton 0 Jmplements sectton 
22(h). 12 U..%C. 375b: 12 CFR Part 225. 
Rnguhtion 0 impwe qwnutattve 
hnitl on loam to insiden and rqIims 
that such loam not be on “pnferenw 
t-t is, on the same terma a 
plrnon not afmiated with the bank 
wrmld mceive. 12 CPR 215.4la). For tJUs 
purpose. an “intider” means an 
-tiva of5oK dtmctor. a* prtncipai 
shamholder. and loam to an insider 
include loam to any “r&ted interest” 
of the insider. including my compa.ny 
contmlied by the insider. 12 CFR 
215.2&.). section 22(b) also restvicts 
landing to J&den of II bank’s parent 
bank holding company and any other 
subddiary of that bank holding 
mmpany. 12 USC 22fh,(tl,. 
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0.’ Ccmgsw amendud the 
pmfenmtJa1 landing pmhibiUon of 
sectton ZZfbl(2) by adding M exceptron 
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