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(1) Would be entitled to priority
under otherwise applicable law; and

(2) Is an actual bona fide purchaser
for value of such collateral or is an ac-
tual secured party whose security in-
terest in such collateral is perfected in
accordance with applicable state law.

§ 935.11 Pledged collateral; verifica-
tion.

(a) Collateral safekeeping. (1) A Bank
may permit a member that is a deposi-
tory institution to retain documents
evidencing collateral pledged to the
Bank, provided that the Bank and such
member have executed a written secu-
rity agreement pursuant to § 935.4(c) of
this part whereby such collateral is re-
tained solely for the Bank’s benefit and
subject to the Bank’s control and di-
rection.

(2) A Bank shall take any steps nec-
essary to ensure that its security inter-
est in all collateral pledged by non-de-
pository institutions for an advance is
as secure as its security interest in col-
lateral pledged by depository institu-
tions.

(3) A Bank may at any time perfect
its security interest in collateral secur-
ing an advance to a member.

(b) Collateral verification. Each Bank
shall establish written procedures,
with standards similar to those estab-
lished by the Auditing Standards Board
of the American Institute of Certified
Public Accountants, for verifying the
existence of collateral securing the
Bank’s advances, and shall regularly
verify the existence of the collateral
securing its advances in accordance
with such procedures.

§ 935.12 Collateral valuation; apprais-
als.

(a) Each Bank shall establish written
procedures for determining the value of
the collateral securing the Bank’s ad-
vances, and shall determine the value
of such collateral in accordance with
such procedures.

(b) Each Bank shall apply the valu-
ation procedures consistently and fair-
ly to all borrowing members, and the
valuation ascribed to any item of col-
lateral by the Bank shall be conclusive
as between the Bank and the member.

(c) A Bank may require a member to
obtain an appraisal of any item of col-

lateral, and to perform such other in-
vestigations of collateral as the Bank
deems necessary and proper.

§ 935.13 Restrictions on advances to
members that are not qualified
thrift lenders.

(a) Restrictions on advances to non-
QTL members. (1) Except as provided in
paragraphs (a)(4) and (a)(5) of this sec-
tion, a Bank may make or renew an ad-
vance to a non-QTL member only
under the following conditions:

(i) The advance is for the purpose of
purchasing or funding new or existing
residential housing finance assets, as
determined pursuant to paragraph
(a)(2) of this section;

(ii) The member holds Bank stock at
the time it receives the advance in an
amount equal to at least five percent of
the outstanding principal amount of
the member’s total advances, divided
by such member’s ATIP, calculated
pursuant to paragraph (a)(3) of this sec-
tion; and

(iii) Making the advance will not
cause the aggregate amount of ad-
vances issued by the twelve Banks to
non-QTL members to exceed 30 percent
of the aggregate amount of the twelve
Banks’ total outstanding advances.

(2) Prior to approving an application
for an advance by a non-QTL member,
a Bank shall determine that the prin-
cipal amount of all advances outstand-
ing to the member at the time the ad-
vance is requested does not exceed the
total book value of residential housing
finance assets held by such member,
which shall be determined using the
most recent Report of Condition and
Income or financial statement made
available by the member.

(3)(i) A Bank shall calculate each
non-savings association member’s
ATIP at least annually, between July 1
and October 31, based upon financial
data as of June 30 of that calendar
year. The Bank may, in its discretion,
calculate a member’s ATIP more fre-
quently than annually.

(ii) In determining a non-savings as-
sociation member’s annual ATIP, a
Bank shall use the financial informa-
tion from the member’s June 30 call re-
port as the primary source of informa-
tion. A Bank making ATIP determina-
tions other than as part of the annual
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QTL determination (whether for exist-
ing members or new members) shall
use the member’s most recent call re-
port, except that in determining the
amount of a member’s loan to small
businesses a Bank may use the infor-
mation for such loans on the member’s
most recent June 30 call report. If any
information necessary for determining
the member’s ATIP is not separately
identified on a member’s call report,
the Bank may rely on a written certifi-
cation provided by the member that at-
tests to the dollar amount and com-
position of those other assets that
meet the definitions of ‘‘qualified
thrift investments’’ or ‘‘portfolio as-
sets’’ as of the date of the call report.
Notwithstanding the preceding two
sentences, a Bank may, at its option,
accept from a non-savings association
member preliminary information as to
the dollar amount and composition of
assets that meet the definitions of
‘‘qualified thrift investments’’ or
‘‘portfolio assets,’’ provided that the
Bank thereafter verifies against the
most recent call report the accuracy of
any items that are also available from
the call report. In any case in which a
Bank relies on a certification from a
non-savings association member as to
its level of ‘‘qualified thrift invest-
ments’’ or ‘‘portfolio assets,’’ the cer-
tification must recite that the infor-
mation is accurate as of the date speci-
fied, must be in writing and be signed
and dated by the chief executive officer
of the member. The chief executive of-
ficer may delegate authority to sign
and date the certification to the chief
financial officer, chief operating offi-
cer, or controller of the member.

(iii) For purposes of this section, the
term‘‘call report’’ shall include:

(A) With respect to a commercial
bank, the annual or quarterly ‘‘Report
of Condition and Income‘‘ submitted to
its appropriate Federal banking agen-
cy;

(B) With respect to a credit union,
the quarterly or semi-annual call re-
port submitted to the National Credit
Union Administration; and

(C) With respect to an insurance com-
pany, its National Association of Insur-
ance Commissioners annual regulatory
filing.

(iv) For purposes of this section, the
amount of a member’s ‘‘loans to small
businesses’’ shall include any commer-
cial business loan (or series of loans to
the same borrower) in the original
amount of $1 million or less, any farm
loan (or series of loans to the same bor-
rower) in the original amount of
$500,000 or less, and any loan to a
‘‘small business’’ as that term is de-
fined by section 3(a) of the Small Busi-
ness Act, 15 U.S.C. 632(a), and imple-
mented by the Small Business Admin-
istration at 13 CFR part 121, or any
successor provisions.

(4) The requirements of paragraphs
(a) (1), (2), and (3) of this section shall
not apply to:

(i) A savings bank, as defined in sec-
tion 3(g) of the Federal Deposit Insur-
ance Act, as amended (12 U.S.C.
1813(g)); or

(ii) A Federal savings association in
existence as such on August 9, 1989
that:

(A) Was a state chartered savings
bank or cooperative bank before Octo-
ber 15, 1982; or

(B) Acquired its principal assets from
an institution that was a state char-
tered savings bank or cooperative bank
before October 15, 1982.

(5) The requirements of paragraph
(a)(2) of this section shall not apply to
applications from non-savings associa-
tion members for AHP or CIP ad-
vances.

(b) Priority for QTL members. (1) Ex-
cept as provided in paragraph (b)(3) of
this section, if a Bank is unable to
meet the aggregate advance demand of
all of its members, the Bank shall give
priority to applications for advances
from its QTL members, subject to the
following considerations:

(i) The effect of making the advances
on the financial integrity of the Bank;

(ii) The member’s creditworthiness;
(iii) The availability of funding with

maturities compatible with advances
applications; and

(iv) Any other factors that the Bank
determines to be relevant.

(2) The institutions identified in
paragraph (a)(4) of this section shall be
treated as QTLs for purposes of this
paragraph (b).

(3) The requirement of paragraph
(b)(1) of this section shall not apply to
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a Bank’s special, or otherwise limited,
advance offerings.

(c) Additional restrictions on advances
to non-QTL savings associations. (1) Ei-
ther the Bank’s written advances
agreement required by § 935.4(b)(2) of
this part or the written advances appli-
cation authorized in § 935.4(a) of this
part shall require that each savings as-
sociation member, which pursuant to
the QTL requirements of the OTS be-
comes ineligible for Bank advances,
immediately provide its Bank with
written notification of its ineligibility.

(2) Except as requested in writing by
the OTS, or as authorized in § 935.18(c)
of this part, a Bank shall not make an
advance to a savings association mem-
ber after receiving written notification
from such member or from the OTS
that such member is ineligible for ad-
vances pursuant to the QTL require-
ments of the OTS.

(d) Repayment of advances by non-QTL
savings association members. (1) Each
Bank, if informed by a savings associa-
tion member or the OTS that the mem-
ber has failed to regain its QTL status
and is required to repay said member’s
advances prior to maturity, shall, in
conjunction with the non-QTL savings
association member, develop a sched-
ule for the prompt and prudent repay-
ment of any outstanding advances held
by that member, consistent with the
member’s and the Bank’s safe and
sound operations.

(2) The schedule agreed to under
paragraph (d)(1) of this section shall be
provided promptly by the Bank to the
Board and the OTS.

(e) Advance commitments. Either the
Bank’s written advances agreement re-
quired by § 935.4(b)(2) of this part or the
written advances application author-
ized in § 935.4(a) of this part shall stipu-
late that the Bank shall not honor ad-
vance commitments previously made
to members whose access to advances
is subsequently restricted pursuant to
paragraphs (a) or (c) of this section.

(The Office of Management and Budget ap-
proved the information collection require-
ments contained in this section and assigned
control number 3069–0057 with an expiration
date of April 30, 2000)

[58 FR 29469, May 20, 1993, as amended at 62
FR 52015, Oct. 6, 1997]

§ 935.14 Limitations on long-term ad-
vances.

(a) A Bank shall make long-term ad-
vances only for the purpose of enabling
a member to purchase or fund new or
existing residential housing finance as-
sets.

(b)(1) Prior to approving an applica-
tion for a long-term advance, a Bank
shall determine that the principal
amount of all long-term advances cur-
rently held by the member does not ex-
ceed the total book value of residential
housing finance assets held by such
member. The Bank shall determine the
total book value of such residential
housing finance assets, using the most
recent Thrift Financial Report, Report
of Condition and Income, or financial
statement made available by the mem-
ber.

(2) Applications for AHP and CIP ad-
vances are exempt from the require-
ments of this section.

§ 935.15 Capital stock requirements;
unilateral redemption of excess
stock.

(a) Capital stock requirement for ad-
vances. (1) At no time shall the aggre-
gate amount of outstanding advances
made by a Bank to a member exceed 20
times the amount paid in by such
member for capital stock in the Bank.

(2) A non-QTL member shall hold
stock in the Bank at the time it re-
ceives an advance in an amount equal
to at least the amount of stock re-
quired to be held pursuant to
§ 935.13(a)(1)(ii) of this part.

(b) Unilateral redemption of excess
stock. A Bank, after providing 15 cal-
endar days advance written notice to a
member, may unilaterally redeem that
amount of the member’s Bank stock
that exceeds the stock requirements
set forth in paragraph (a) of this sec-
tion or, in the case of a non-QTL mem-
ber, the stock requirements set forth in
§ 935.13(a)(1)(ii) of this part, provided
the minimum amount required in sec-
tions 6(b)(1) and 10(e)(3) of the Act is
maintained. The Banks shall have the
discretion to determine the timing of
such unilateral redemption, provided
that the Bank’s redemption policy is
consistent with the requirement of sec-
tion 7(j) of the Act (12 U.S.C. 1427(j))
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