§561.6

association, owns an interest of 25 per-
cent or more in the partnership; or

(4) Directly or indirectly either alone
or with his or her spouse and the mem-
bers of his or her immediate family
who are also affiliated persons of the
association, owns or controls 10 per-
cent or more of any class of equity se-
curities or owns or controls, with other
directors, officers, and controlling per-
sons of such association and their
spouses and their immediate family
members who are also affiliated per-
sons of the association, 25 percent or
more of any class of equity securities;
and

(5) Any trust or other estate in which
a director, officer, or controlling per-
son of such association or the spouse of
such person has a substantial bene-
ficial interest or as to which such per-
son or his or her spouse serves as trust-
ee or in a similar fiduciary capacity.

[59 FR 18476, Apr. 19, 1994]

§561.6 Audit period.

The audit period of a savings associa-
tion means the twelve month period (or
other period in the case of a change in
audit period) covered by the annual
audit conducted to satisfy §563.170.

§561.7 BIF.

The term BIF means the Bank Insur-
ance Fund established by the Federal
Deposit Insurance Act. (12 U.S.C. 1821 et
seq.)

§561.8 [Reserved]

§561.9 Certificate account.

The term certificate account means a
savings account evidenced by a certifi-
cate that must be held for a fixed or
minimum term.

§561.10 Closed-end consumer credit.

The term closed-end consumer credit
means consumer credit other than
open-end consumer credit.

§561.11 Closing date.

The term closing date means any an-
nual or semiannual closing date.

12 CFR Ch. V (1-1-98 Edition)

§561.12 Consumer credit.

The term consumer credit means cred-
it extended to a natural person for per-
sonal, family, or household purposes,
including loans secured by liens on real
estate and chattel liens secured by mo-
bile homes and leases of personal prop-
erty to consumers that may be consid-
ered the functional equivalent of loans
on personal security: Provided, the sav-
ings association relies substantially
upon other factors, such as the general
credit standing of the borrower, guar-
anties, or security other than the real
estate or mobile home, as the primary
security for the loan. Appropriate evi-
dence to demonstrate justification for
such reliance should be retained in a
savings association’s files. Among the
types of credit included within this
term are consumer loans; educational
loans; unsecured loans for real prop-
erty alteration, repair or improvement,
or for the equipping of real property;
loans in the nature of overdraft protec-
tion; and credit extended in connection
with credit cards.

§561.13 Consumer credit classified as
a loss.

The term consumer credit classified as
a loss means closed-end consumer cred-
it delinquent 120 days or more (5
monthly payments or more) and open-
end consumer credit delinquent 180
days or more (7 zero billing cycles or
more). For the purposes of computing
delinquency, a payment of 90 percent
or more of the contractual payment
will be considered as a full payment. If
a savings association can clearly dem-
onstrate that repayment would occur
regardless of delinquency status—for
example, the loan is well-secured by
collateral and is in the process of col-
lection; the loan is supported by a valid
guarantee or insurance; or it is a loan
where claims have been filed against a
solvent estate—then such loan need
not be classified as a loss. The follow-
ing table illustrates the delinquency
computation:

CLOSED-END CONSUMER CREDIT

Due date Period

Delinquency status Classification

3/10-4/09 ......cccovvnee

Not delinquent.
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CLOSED-END CONSUMER CREDIT—Continued
Due date Period Delinquency status Classification
6/10-7/09 ... 90 days or 4 payments Slow.
7/10-8/09 120 days or 5 payments Loss.
8/10-9/09 ... 150 days or 6 payments .... Loss.
OPEN-END CONSUMER CREDIT
Zero billing Days
Statement Class
Day Cycle Payment record Delinquent
1 I R N 0
7 180 6 | No payment ...... 150 | Slow.
8 210 7 | No payment .. 180 | Loss.
9 240 8 | No payment ...... 210 | Loss.

[54 FR 49545, Nov. 30, 1989, as amended at 61
FR 65179, Dec. 11, 1996]

§561.14 Controlling person.

The term controlling person of a sav-
ings association means any person or
entity which, either directly or indi-
rectly, or acting in concert with one or
more other persons or entities, owns,
controls, or holds with power to vote,
or holds proxies representing, ten per-
cent or more of the voting shares or
rights of such savings association; or
controls in any manner the election or
appointment of a majority of the direc-
tors of such savings association. How-
ever, a director of a savings association
will not be deemed to be a controlling
person of such savings association
based upon his or her voting, or acting
in concert with other directors in vot-
ing, proxies:

(a) Obtained in connection with an
annual solicitation of proxies, or

(b) Obtained from savings account
holders and borrowers if such proxies
are voted as directed by a majority
vote of the entire board of directors of
such association, or of a committee of
such directors if such committee’s
composition and authority are con-
trolled by a majority vote of the entire
board and if its authority is revocable
by such a majority.

§561.15 Corporation.

The terms Corporation and FDIC
mean the Federal Deposit Insurance
Corporation.

§561.16 Demand accounts.

(a) The term demand accounts means
non-interest-bearing demand deposits
which are subject to check or to with-
drawal or transfer on negotiable or
transferable order to the savings asso-
ciation and which are permitted to be
issued by statute, regulation, or other-
wise and are payable on demand.

(b) A fee paid by a savings associa-
tion to a person who introduces a de-
positor to the savings association shall
not be deemed a payment of interest to
the depositor if the fee:

(1) Consists of bonuses in cash or
merchandise to the savings associa-
tion’s employees for participation in an
account drive, contest or other incen-
tive plan: Provided, That such bonuses
are tied to the total amount of deposits
solicited; or

(2) Is paid to a bona fide broker if:

(i) The broker is principally engaged
in the business of acting as a broker or
dealer in regard to deposits, securities,
or money market instruments;

(i) The relationship between the
broker and savings association is me-
morialized in a written agreement, a
copy of which is retained by the sav-
ings association and made available to
examiners; and

(iii) An officer of the broker certifies
that no portion of the fee paid to the
broker is directly or indirectly passed
on to the depositor, and a copy of the
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