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MUTUAL ALERT 

FEDERAL RESERVE BOARD PROPOSES SWEEPING REFORMS  
TO ITS MUTUAL HOLDING COMPANY RULES REG MM. 

LONG AWAITED RELIEF IS IN THE OFFING. 

On Friday, July 31, 2026, the Federal Reserve Board released a significant notice of proposed 
rulemaking to modernize the regulatory framework governing mutual holding companies (MHCs) and 
mutual banking organizations. This marks the first comprehensive update to these rules since 1993. 
The Board assumed responsibility for the sector from the former Office of Thrift Supervision in 2011, 
and the existing regulations have long been viewed as overly burdensome and complex. 

The 150 page proposal aims to reduce regulatory burden, increase flexibility for mutual institutions to 
raise capital, streamline mutual-to-stock conversions, and preserve the unique depositor-owned 
structure of mutual banks while supporting their continued ability to serve communities. More than 90 
percent of mutual banking organizations have less than $3 billion in assets. This proposal marks the 
culmination of years of outreach by AMB to the Fed, Congress and national and state trade groups. It 
provides everything we have worked for and much more. 

Key Proposed Changes 

1. Expanded Access to Capital 

• Clarifies that mutual capital certificates and certain special deposits may qualify as Common 
Equity Tier 1 (CET1), Additional Tier 1 (AT1), or Tier 2 capital under the Board’s capital rule 
(Regulation Q), provided they meet the applicable qualifying criteria. 

• Adds model term sheets as new appendices to the capital rule to guide the issuance of 
qualifying mutual capital certificates (one for CET1 eligibility and one for AT1 eligibility). 
These incorporate feedback from earlier public comment, including clarity on nonbinding 
target distribution rates, subordination, and the treatment of certificate holders. It impliedly 
authorizes investment certificates to count as tier 1 capital similar to those issued by Walden 
Bank. 

• Updates the Model Mutual Holding Company Charter to include optional language 
authorizing the issuance of mutual capital certificates. 

2. Dividend Waiver Relief (Regulation MM § 239.8(d)) 
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• Perhaps the most significant feature of the proposal is the practical elimination of the 
prohibition on dividend waivers. It undoubtedly will revive the appeal of the MHC with 
minority stockholders as a long-term structure choice. The elimination of the prohibition on 
dividend waivers facilitating the ability of investors to rely on the additional earnings will 
enhance the value of the stock, increase valuations and most importantly remove a major 
impetus to convert to a full stock company. 

•   For legacy MHCs (those that waived dividends before December 1, 2009): 

Eliminates the annual requirement for the board to affirm that a majority of eligible members 
approved the waiver within the prior 12 months. Boards must still determine that waivers are 
consistent with their fiduciary duties to members, and new members must receive 
disclosures about potential conflicts of interest. 

• For non-legacy MHCs:  

Makes it easier to waive dividends by requiring only an affirmation of member approval within 
the past 10 years (based on a majority of votes cast) and removing certain board abstention 
and insider waiver requirements, while retaining safety-and-soundness limits. These 
changes are the most significant and will revive the formation of MHCs. 

3. Streamlined Mutual-to-Stock Conversions 

• Eliminates the requirement to file Form OC (Offering Circular) and Form OF (Order Form) 
with the Board (these were viewed as duplicative of SEC requirements) and streamline Form 
PS. 

• Removes rigid conversion share pricing restrictions (including the previous $5–$50 price 
range and the 15% variance from midpoint limits). 

• Revises the definition of “qualifying deposits” to include demand accounts, in some cases, 
(in addition to savings accounts). 

• Allow first-year stock repurchases if they were contemplated in the conversion or issuance 
plan and reviewed by the Board. 

• Simplifies post-conversion employee stock plan limits to an aggregate 15% of shares issued 
in the conversion for the first 12 months. 

• Codifies the ability to make loans to tax-qualified ESOPs for the purchase of conversion 
shares (subject to affiliate transaction rules). 

• Limits state securities registration requirements for non-exchange-listed institutions to states 
where 5% or more of eligible depositors reside. 

• Corrects a mathematical error in the allocation of liquidation accounts and makes various 
other technical and clarifying changes. 

4. Greater Flexibility for Subsidiary Holding Companies 

• Eliminates the longstanding requirement that subsidiary holding companies of MHCs obtain 
federal charters. State charters (from any state) would be permitted, while Regulation MM 
would continue to apply to stock issuances and related activities. This will allow the MHC to 
select the state of incorporation which provides the most legal protection. 
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5. Additional Modernization and Burden Reduction 

• Replaces outdated “mail” requirements with “send” language to permit electronic 
communications for notices, offerings, and other materials. 

• Extends membership rights in the context of MHC acquisitions. 

• Codifies factors the Board considers when determining whether member approval is 
required for certain acquisitions. 

• Removes the mandatory adoption of model charters and bylaws (they remain available as 
examples). 

• Makes numerous technical corrections, reduces unnecessary cross-references, and clarifies 
governance, stock issuance, and dissolution provisions. 

Next Steps 

Comments on the proposal will be due 60 days after its publication in the Federal Register (expected 
shortly). The Federal Reserve has indicated that the changes are intended to help mutual banks grow 
and better serve their communities while retaining their mutual form. 

Mutual banks and mutual holding companies are encouraged to review the full proposal and related 
materials on the Federal Reserve’s website and consider submitting comments. Governor Bowman has 
invested a great deal of time and effort to lead the regulatory review and develop this proposal. Industry 
groups such as the American Bankers Association have already expressed support for expanded capital 
options for mutual institutions. 

It is likely that these changes will influence the OCC to review and revise its conversion regulations 
which are similarly out of date. Further, the Federal Reserve Board’s action will also influence change 
at the state level. 
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