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(b) Prepare and maintain on its
premises books and records in such a
manner as to facilitate reconciliation
with certified statements prepared
from them.

(c) Maintain in its books and records
documentation supporting its certified
statement for a period no less than 5
years following the date of each cer-
tified statement, unless the bank shall
have requested in writing, and the Cor-
poration shall have granted to the
bank, written permission to dispose of
such documentation prior to the expi-
ration of 5 years.

(d) Make all records and any support-
ing documentation available, without
limitation, to Corporation officials
upon request.

PART 1411—RULES OF PRACTICE
AND PROCEDURE

AUTHORITY: Secs. 5.58(10), 5.65(c) and (d) of
the Farm Credit Act (12 U.S.C. 2277a–7(10),
2277a–14(c) and (d)).

Subpart A—Rules and Procedures
for Assessment and Collection
of Civil Money Penalties

§ 1411.1 Inflation adjustment of civil
money penalties for failure to file a
certified statement, pay any pre-
mium required or obtain approval
before employment of persons con-
victed of criminal offenses.

A civil money penalty imposed pur-
suant to section 5.65(c) or (d) of the Act
for a violation occurring on or after
October 23, 1996 shall not exceed $110
per day for each day the violation con-
tinues.

[61 FR 55079, Oct. 24, 1996]
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SUBCHAPTER A—GENERAL PROVISIONS

PARTS 1502–1503 [RESERVED]

PARTS 1505–1507 [RESERVED]

SUBCHAPTER B—RESOLUTION FUNDING CORPORATION

PART 1510—RESOLUTION FUNDING
CORPORATION OPERATIONS

Sec.
1510.1 Definitions.
1510.2 General authority.
1510.3 Authorization of establishment of in-

vestment policies and procedures.
1510.4 Authority to issue obligations.
1510.5 Federal Reserve banks to be deposi-

tories and fiscal agents.
1510.6 Budget and expenses.
1510.7 Billing of administrative expenses.
1510.8 Issuance expenses.
1510.9 Capitalization of Funding Corpora-

tion.
1510.10 Funding Corporation Principal Fund

Reserve Account.
1510.11 Interest payments and interest re-

serve account.
1510.12 Request for funds for interest pay-

ments.
1510.13 Reports to Board.
1510.14 Reports to Congress.
1510.15 Review of books and records.

AUTHORITY: 12 U.S.C. 1441b.

SOURCE: 54 FR 41950, Oct. 13, 1989, unless
otherwise noted.

§ 1510.1 Definitions.
General. Unless another definition is

provided in this subchapter, the follow-
ing definitions will apply to terms used
in this subchapter.

Act means the Federal Home Loan
Bank Act as amended (12 U.S.C. 1421 et
seq.).

Administrative expenses means costs
incurred as necessary to carry out the
functions of the Funding Corporation,
including custodian fees; but does not
include any interest on, or redemption
premium with respect to, any obliga-
tion of the Funding Corporation or any
issuance costs.

Bank or banks means a Federal home
loan bank or all the Federal home loan
banks.

Board means the Oversight Board es-
tablished in section 21A(a)(1) of the
Act.

Custodian fees means any fee incurred
by the Funding Corporation in connec-
tion with the transfer of any security
to, or the maintenance of any security
in, the Funding Corporation Principal
Fund and any other expense incurred
in connection with the establishment
or maintenance of the Funding Cor-
poration Principal Fund.

Deficient bank means a bank whose
allocation under section 21B(e)(5) of
the Act exceeds the amount applicable
to such bank under section 21B(e)(3) of
the Act as provided in section 21B(e)(6)
of the Act.

Directorate means the Directorate of
the Funding Corporation.

Excess amount means the amount by
which a bank’s required contribution
pursuant to section 21B(e)(5) of the Act
exceeds the maximum amount limita-
tion applicable to such Bank pursuant
to section 21B(e)(3) of the Act as pro-
vided in section 21B(e)(6) of the Act.

FDIC means the Federal Deposit In-
surance Corporation established pursu-
ant to section 1 of the Federal Deposit
Insurance Act, as amended, 12 U.S.C.
1811, et seq.

Financing Corporation means the Fi-
nancing Corporation established pursu-
ant to section 21(a) of the Act.

FSLIC Resolution Fund means the
FSLIC Resolution Fund established
pursuant to section 11A(a)(1) of the
Federal Deposit Insurance Act, as
amended 12 U.S.C. 1811, et seq.

Funding Corporation means the Reso-
lution Funding Corporation established
pursuant to section 21B(b) of the Act.

Funding Corporation Principal Fund
means the separate account established
under section 21B(g)(2) of the Act.
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Issuance costs means issuance fees
and commissions incurred by the Fund-
ing Corporation in connection with the
issuance or servicing of any obligation
of the Funding Corporation, and in-
cludes legal and accounting expenses,
trustee and fiscal and paying agent
charges, costs incurred in connection
with preparing and printing offering
materials, and advertising expenses, to
the extent that any such cost or ex-
pense is incurred by the Funding Cor-
poration in connection with the
issuance of any obligation.

Net earnings means net earnings with-
out reduction for chargeoffs or ex-
penses incurred by a bank for the pur-
chase of capital stock of the Financing
Corporation or payments relating to
the Funding Corporation required by
the Board under sections 21B (e) and (f)
of the Act.

Remaining bank means a bank that is
not allocated an amount under section
21B(e)(5) of the Act that exceeds its
maximum amount limitation applica-
ble to such bank under section 21B(e)(3)
of the Act as provided in section
21B(e)(6) of the Act.

RTC means the Resolution Trust Cor-
poration established pursuant to sec-
tion 21A(b)(1)(A) of the Act.

§ 1510.2 General authority.

The Funding Corporation may exer-
cise all authority granted to it by the
Act and by its bylaws, whether or not
specifically implemented by Board reg-
ulations, subject to the limitations and
interpretations contained in this part
and such regulations, orders and direc-
tions as the Board may prescribe.

§ 1510.3 Authorization of establish-
ment of investment policies and
procedures.

The Directorate may establish from
time to time, with the approval of the
Board, investment policies and proce-
dures from time to time with respect
to assets of the Funding Corporation
which are not required to be invested
in the capital certificates issued by the
RTC and are not needed for current in-
terest payments. These investment
policies and procedures shall be con-
sistent with the provisions of section
21B(g) of the Act.

§ 1510.4 Authority to issue obligations.

(a) Upon direction by the Board, the
Directorate is authorized to cause the
Funding Corporation to create and
issue in one or more issues, one or
more series of Funding Corporation
bonds, notes, debentures or similar ob-
ligations in an aggregate principal
amount up to the maximum permis-
sible from time to time under section
21B(f)(1) of the Act and having such
other terms and conditions as may be
specified by the Directorate at the
time or times of their issuance. Before
any issue is offered for sale, the ap-
proval of the Department of Treasury
shall be obtained pursuant to section
21B(h)(3) of the Act and 31 U.S.C. 9108.

(b) The net proceeds of each obliga-
tion issued by the Funding Corporation
shall be used in accordance with the
provisions of section 21B(f)(4) of the
Act.

§ 1510.5 Federal Reserve bank to be
depositaries and fiscal agents.

The Federal Reserve banks are to act
as depositaries for or fiscal agents or
custodians of the Funding Corporation.
Subject to approval by the Oversight
Board, the Directorate may also au-
thorize establishment of demand de-
posit accounts at one or more financial
institutions.

§ 1510.6 Budget and expenses.

(a) The Funding Corporation shall
annually submit to the Directorate by
November 15, a budget of its proposed
expenditures, including administrative
expenses for the following year.

(b) By December 1 of each year the
Directorate shall submit an approved
budget to the Board for final approval.

(c) After such budget has been ap-
proved by the Board, the Directorate
shall transmit a copy of the budget to
each bank president.

(d) In the event that the Funding
Corporation projects or anticipates in-
curring expenses which exceed its ap-
proved budget, then an amended budget
shall be submitted for approval by the
Board in the same manner as the origi-
nal budget.
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§ 1510.7 Billing of administrative ex-
penses.

(a) All administrative expenses of the
Funding Corporation shall be paid by
the banks.

(b) The amount each bank shall pay
shall be determined in the manner pro-
vided in section 21B(c)(7)(B) of the Act.

(c) On a periodic basis but not less
than semiannually, the Directorate
shall determine, based upon a method
approved by the Board and in accord-
ance with section 21B(c)(7)(B) of the
Act, each bank’s pro rata share of the
Funding Corporation’s administrative
expenses, as approved by the Board
pursuant to § 1510.6 of this part, and the
Directorate shall bill each bank ac-
cordingly.

(d) Each bank shall remit its pro rata
share of the administrative expenses
within ten (10) business days after re-
ceipt of the bill as provided by para-
graph (c) of this section.

(e) The aggregate amount of adminis-
trative expenses for which the banks
may be billed for any period, under a
budget approved pursuant to § 1510.6 of
this part, shall be adjusted as nec-
essary to reflect any differences be-
tween such aggregate expenses pro-
jected for the period and those actually
incurred in prior periods during the
calendar year or to reflect any changes
in the estimate of such aggregate ex-
penses expected to be incurred in the
coming period; however, in no event
shall the aggregate of all bills issued to
the banks exceed the budget, or the
amended budget approved pursuant to
§ 1510.6 of this part.

§ 1510.8 Issuance expenses.

After receipt of the proceeds (less
any discount, plus any premium) of
any obligation issued by the Funding
Corporation and prior to the purchase
of capital certificates issued by the
RTC, pursuant to section 21A of the
Act, or refunding any previously issued
obligation, pursuant to section 21B(f)(1)
of the Act, the Funding Corporation
shall deduct its issuance costs as budg-
eted in the budget approved by the
Board.

§ 1510.9 Capitalization of Funding Cor-
poration.

(a) Funding projections. (1) Not later
than December 15 and June 15 of each
year, the Directorate shall project how
it will raise funds for the Funding Cor-
poration (including the amount of
funds needed from the banks) and pay
interest on outstanding obligations of
the Funding Corporation during the
following year, specifically including
the projected dollar amount to be
raised and the projected settlement
date(s). Not later than March 15, June
15, September 15, and December 15 of
each year, the Directorate shall update
its projections for the remainder of the
year and confirm the dollar amount
raised and the settlement dates and
amount of interest paid in the preced-
ing period.

(2) Not later than December 15 of
each year, each bank shall submit to
the Directorate a statement prepared
by an officer at such bank containing
such bank’s earning projections for the
following year. Not later than March
15, June 15, September 15 and December
15 of each year, such officer shall pro-
vide to the Directorate an updated re-
port containing the previous quarter’s
earnings and updating the projections
for the remainder of the year.

(3) Not later than each December 20
and June 20, the Directorate shall sub-
mit the funding projections to the
Board for review. Not later than March
20, June 20, September 20 and December
20 of each year, the Directorate shall
submit the updated projections to the
Board for review.

(4) Not later than December 31 and
June 30, the Directorate shall notify
each bank of the amount of projected
funds needed by the Directorate from
the banks, the aggregate amount avail-
able from all the banks and each
bank’s projected pro rata share cal-
culated in accordance with the provi-
sions of section 21B of the Act. In no
event shall the amount projected to be
requested from the banks in any given
calendar year exceed the three hundred
million dollar ($300,000,000) maximum
amount limitation set forth in sections
21B(e)(3)(B) and (C) of the Act, plus ap-
plicable amounts in section 21B(e)(3)(A)
of the Act.
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(5) Once the funding projections are
approved by the Board, not later than
December 31 and June 30 of each year,
the Directorate shall provide the banks
with projections of how it will raise
funds for the Funding Corporation (in-
cluding the amount of funds needed
from the banks) and pay interest on
outstanding obligations of the Funding
Corporation during the following year,
specifically including the projected
dollar amount to be raised and the pro-
jected settlement date(s). Once the up-
dated projections are approved by the
Board, not later than March 31, June
30, September 30, and December 31 of
each year, the Directorate shall pro-
vide the banks with a report updating
its projections for the remainder of the
year and confirming the dollar amount
raised and the settlement dates and
amount of interest paid in the preced-
ing quarter.

(6) The projections required by this
subsection shall not apply to amounts
required to capitalize the Funding Cor-
poration prior to October 31, 1989.

(b) Capital assessments of Federal home
loan banks—(1) General. (i) Upon direc-
tion by the Board, the Directorate
shall require each bank to invest in
nonvoting capital stock of the Funding
Corporation so that the Funding Cor-
poration may defease its obligations
proposed to be issued pursuant to sec-
tion 21B of the Act.

(ii) The banks collectively are di-
rected to purchase, when and as in-
structed by the Directorate, in one or
more issues, Funding Corporation non-
voting capital stock at a purchase
price of $1.00 per share. Such stock
shall be subject to such terms and con-
ditions as are prescribed in the bylaws
of the Funding Corporation, as the
same may be amended from time to
time. The amount of stock which each
bank shall be required to purchase
within each issue shall be:

(A) As to the amount of Funding Cor-
poration stock purchased pursuant to
section 21B(e)(3) of the Act and Financ-
ing Corporation stock purchased pursu-
ant to section 21(d)(3) of the Act, in the
aggregate, up to the initial one billion
dollars ($1,000,000,000) in accordance
with the ratios prescribed in section
21B(e)(4) of the Act.

(B) As to the amount of Funding Cor-
poration stock purchased pursuant to
section 21B(e)(3) of the Act and Financ-
ing Corporation stock purchased pursu-
ant to section 21(d)(3) of the Act, in the
aggregate, in excess of one billion dol-
lars ($1,000,000,000), in accordance with
the ratios prescribed in section
21B(e)(5) of the Act.

(iii) (A) If the amount any bank is re-
quired to invest in capital stock of the
Funding Corporation exceeds its maxi-
mum investment limitation as deter-
mined pursuant to section 21B(e)(3) of
the Act, the Directorate is authorized
to require each remaining bank to in-
vest in such additional capital stock of
the Funding Corporation as provided
for in section 21B(e)(6) of the Act.

(B) The amount of Funding Corpora-
tion stock required to be purchased by
the banks shall be determined by de-
ducting, pursuant to sections
21B(e)(3)(A) and (B) of the Act, the
amount of Financing Corporation cap-
ital stock that the banks are required
to purchase pursuant to section 21 of
the Act. If the amount of Financing
Corporation capital stock that the
banks are required to purchase exceeds
the annual three hundred million dol-
lar ($300,000,000) limitation on pur-
chases of Funding Corporation capital
stock prescribed by sections
21B(e)(3)(B) and (C) of the Act, then the
amount of Financing Corporation cap-
ital stock purchased in excess of such
limitations shall be credited in the fol-
lowing year or years, as the case may
be.

(iv) The shares shall have a par value
of $1.00 per share and may be transfer-
able at not less than par value only
among the banks.

(v) Shares of Funding Corporation
stock shall be issued in certificate or in
book entry form. The Directorate shall
establish procedures for appointing a
registrar and a transfer agent.

(2) Request for funds to capitalize the
Funding Corporation. (i) Approximately
forty-five (45) days in advance of the
date that funds are needed by the RTC,
the Board shall advise the Directorate
in writing of the amount of funds re-
quired and the due date.

(ii) The Directorate shall determine,
according to a method approved by the
Board, and in accordance with sections
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21B(e)(4) and (5) of the Act, each bank’s
pro rata share of the amount needed to
defease the obligations issued by the
Funding Corporation in accordance
with the provisions of section 21B of
the Act. The Directorate shall notify
each bank, in writing, at least 15 days
in advance of the amount and due date
of its pro rata share.

(iii) Each bank shall wire imme-
diately available and finally collected
funds to the Funding Corporation on
the due date.

(iv) The time for the notice require-
ments shall not apply to requests for
funds to capitalize the Funding Cor-
poration made prior to October 31, 1989.

(c) Industry assessments. (1) The Fund-
ing Corporation is authorized to col-
lect, with the approval of the Board of
Directors of the FDIC, the assessments
of SAIF members, pursuant to section
21B(e)(7)(A) of the Act, through a joint
collection agent.

(2) The Funding Corporation, based
upon projections of the amount needed
for the Funding Corporation Principal
Fund and projections of the amounts
available from the banks and from
SAIF members’ assessments, shall de-
termine the amount of available bank
funds pursuant to sections 21B(e) (3),
(4), (5), and (6) of the Act and shall also
determine the percentage of assess-
ments on SAIF members needed, if
any, to fund the Funding Corporation
Principal Fund. In making the deter-
mination of the percentage of assess-
ments needed from SAIF members, the
Funding Corporation shall deduct the
amount assessed, if any, by the Financ-
ing Corporation, pursuant to section
21B(e)(7)(A)(iii) of the Act and the limi-
tations prescribed in section
21B(e)(7)(A) of the Act.

(3) Based upon the determination
made under paragraph (c)(2) of this sec-
tion, the Funding Corporation shall no-
tify the FDIC, the Financing Corpora-
tion and the joint collection agent of
the percentage of assessments from
SAIF members it needs.

(d) Receivership proceeds. To the ex-
tent the amounts available pursuant to
paragraphs (b) and (c) of this section
are insufficient to fund the Funding
Corporation Principal Fund, upon writ-
ten request from the Directorate, the
FDIC shall transfer funds to the Fund-

ing Corporation representing proceeds
from liquidating dividends and pay-
ments made on claims received by the
FSLIC Resolution Fund from receiver-
ships. Such written request shall state
the amount of funds needed and the
date by which the funds are needed.

§ 1510.10 Funding Corporation Prin-
cipal Fund Reserve Account.

(a) Upon becoming a deficient bank,
a bank shall set aside in a reserve ac-
count the amounts required by section
21B(e)(6)(D) of the Act.

(b) The balance in the reserve ac-
count, which shall not exceed the
amount of the total deficiency of the
deficient bank, shall be available for
the sole purpose of purchasing capital
stock from the remaining banks that
was purchased on behalf of the defi-
cient bank.

(c) Each quarter, each deficient bank
shall, prior to any payment of divi-
dends, set aside in the reserve account
from net earnings and any reimburse-
ments received from other deficient
banks an amount that shall be used to
make the purchases of stock required
under section 21B(e)(6)(C) of the Act.
Pursuant to section 21A(e)(6)(D)(ii) of
the Act, the Board shall not require
that such amount exceed an amount
equal to twenty percent (20%) of the
net earnings of the deficient bank.
Such limitation, however, shall not
prohibit a deficient bank from reserv-
ing additional amounts, from reim-
bursements received from other defi-
cient banks or from other sources, for
the purpose of purchasing stock pur-
chased on its behalf by remaining
banks.

(d) Interest shall begin to accrue two
(2) years after the investments under
section 21B(e)(6)(A) of the Act are made
on behalf of a deficient bank. Interest
shall accrue on the deficient amount at
a rate equal to the annual average cost
of funds of all banks in the most recent
year. Interest payments shall be made
annually or quarterly in the manner
described in paragraph (e) of this sec-
tion. Such interest payments are not
subject to the limitations on reserve
accounts set forth in paragraph (c) of
this section.

(e) Annually, not later than each
January 31, all amounts set aside in
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the reserve account shall be remitted
to the remaining banks in the amounts
determined by the Directorate, in ac-
cordance with a method approved by
the Board and in accordance with sec-
tion 21B of the Act, and shall be remit-
ted in the order that each investment
was made on behalf of a deficient bank.
Notwithstanding the first sentence of
this paragraph (e), however, amounts
set aside in the reserve account may be
remitted quarterly, not later than the
close of the month following each quar-
ter, provided that the total amounts
remitted with respect to any year shall
be equal to what would have been re-
mitted if a single annual payment were
made as set forth in the first sentence
of this paragraph (e).

(f) When appropriate, the Directorate
shall direct a remaining bank to trans-
fer the necessary shares of Funding
Corporation stock to a deficient bank
upon receipt of funds disbursed from
the deficient bank’s reserve account.

[54 FR 41950, Oct. 13, 1989, as amended at 56
FR 57483, Nov. 12, 1991]

§ 1510.11 Interest payments and inter-
est reserve account.

(a) The Directorate shall make a
written request for funds to pay inter-
est on obligations of the Funding Cor-
poration from the following sources
and in the following order:

(1) Earnings of the Funding Corpora-
tion not invested in the Funding Cor-
poration Principal Fund.

(2) Proceeds from:
(i) The liquidating dividends and pay-

ments made on claims received by the
RTC from receiverships to the extent
such proceeds are determined by the
Board to be in excess of funds presently
necessary for resolution costs; and

(ii) Warrants and participations ac-
quired by the RTC.

(3) To the extent funds from para-
graphs (a)(1) and (2) of this section are
not sufficient to cover the amount of
interest payments due on obligations
of the Funding Corporation, the banks
shall pay the Funding Corporation
each calendar year the aggregate
amount as set forth in section
21B(f)(2)(C) of the Act.

(i) Each bank’s individual share of
such amount shall be as prescribed in
sections 21B(f)(2)(C) (i) and (ii) of the

Act. In instances where any bank(s) is
(are) unable to fund interest payments
in the amounts prescribed by section
21B(f)(2)(C)(ii) of the Act, out of re-
tained earnings, the banks which have
no such deficiency shall fund the
amount of the aggregate deficiencies in
accordance with the calculation set
forth in sections 21B(f)(2)(C)(ii) (I) and
(II) of the Act. Notwithstanding the
preceding sentence, a bank’s contribu-
tions for such interest payments on be-
half of other bank(s) shall not be made
to the extent it causes such bank to
have deficit retained earnings.

(ii) Any bank on whose behalf inter-
est payments were made under para-
graph (a)(3)(i) of this section shall
quarterly, prior to the payment of divi-
dends, and after making the payments
required by § 1510.10, excluding any in-
terest payments made pursuant to
§ 1510.10(d), set aside in a reserve ac-
count separate from the reserve ac-
count required for reimbursements of
capital contributions to the Funding
Corporation, twenty percent (20%) of
net earnings, or the amount of the defi-
ciency if such deficiency is less than
twenty percent (20%) of net earnings,
which funds will be used to reimburse
the banks that made payments on be-
half of the bank(s) which was unable to
fund its interest payments. Until such
time as the deficiency amount has been
repaid, the bank on whose behalf inter-
est payments were made shall continue
to set aside twenty percent (20%) of net
earnings on a quarterly basis. Notwith-
standing the foregoing, the amounts
set aside in the reserve account pursu-
ant to this paragraph (a)(3)(ii) and
§ 1510.10 of this part and pursuant to
section 21(d) of the Act, in the aggre-
gate, are not required to exceed twenty
percent (20%) of net earnings.

(iii) Annually, not later than each
January 31, all amounts set aside in
the reserve account shall be remitted
to the banks that made interest pay-
ments on behalf of another bank(s) in
amounts determined by the Direc-
torate. Banks which have made inter-
est expense payments on behalf of
other banks shall receive reimburse-
ment in the order of the interest ex-
pense contributions made by such
banks. In determining the amount due
to each bank for interest payments
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made on behalf of another bank, the
Directorate shall multiply the avail-
able funds in the reserve account by
the percentage arrived at by dividing,
for each separate deficiency—

(A) The cumulative amount of inter-
est expenses paid by a bank on behalf
of such bank; by

(B) The cumulative amount of inter-
est expenses paid by all the banks on
behalf of such bank for that deficiency.

(4) Any net proceeds from the sale of
assets received from the RTC by the
FSLIC Resolution Fund.

(b) To the extent that the funds from
the sources identified in paragraph (a)
of this section are insufficient, the De-
partment of Treasury shall pay to the
Funding Corporation such additional
amounts as may be necessary to pay
such interest, upon receipt of a certifi-
cation from the Directorate, in a form
satisfactory to the Department of the
Treasury. The certification at a mini-
mum shall state the total amounts
paid by the Funding Corporation from
the sources listed in paragraph (a) of
this section and the amounts necessary
to make up the deficiency. Any amount
paid by the Department of Treasury
shall become a liability of the Funding
Corporation to be repaid to the Depart-
ment of Treasury upon the dissolution
of the Funding Corporation, to the ex-
tent of its remaining assets.

§ 1510.12 Request for funds for interest
payments.

(a) Prior to the date that funds are
needed by the Funding Corporation for
interest payments pursuant to section
21B(f)(2) of the Act, the Directorate
shall determine each bank’s pro rata
share in accordance with the provisions
of section 21B(f)(2) of the Act and a
methodology approved by the Board.
The Directorate shall notify each bank
in writing at least three business days
in advance of such date of the amount
and due date of payment of its pro rata
share.

(b) Each bank shall wire immediately
available and finally collected funds to
the Funding Corporation on the due
date.

[54 FR 41950, Oct. 13, 1989, as amended at 56
FR 57483, Nov. 12, 1991]

§ 1510.13 Reports to Board.

Within ten (10) business days of the
close of each calendar quarter com-
mencing with the quarter ended Sep-
tember 30, 1989, the Directorate shall
submit to the Board a report for the
previous calendar quarter stating:

(a) The number of shares of the cap-
ital stock of the Funding Corporation
which the banks were required to pur-
chase and the dates of the purchases;

(b) The types and amounts of securi-
ties purchased pursuant to section
21B(g) of the Act;

(c) The amount of any obligations
issued during the quarter pursuant to
section 21B(f)(1) of the Act and the
basic terms and conditions of such obli-
gations; the amount of any obligations
proposed to be issued during the cur-
rent quarter and any anticipated sig-
nificant differences in the basic terms
and conditions of those obligations
from previously issued obligations; and
the aggregate amount of obligations
issued as of the end of the last quarter
and the maximum amount of obliga-
tions which the Funding Corporation
was permitted to issue as of that date
pursuant to section 21B(f)(1) of the Act;

(d) The amount of capital certificates
purchased from the RTC during the
last quarter and the aggregate amount
purchased during all previous quarters
and the percentage of all proceeds from
obligations which the Funding Cor-
poration had invested in the RTC as of
the end of the last quarter;

(e) The aggregate amount assessed
against the banks, the aggregate
amount assessed against the SAIF
members, and the aggregate amounts
collected from the other specified
sources;

(f) Any significant changes in the
Funding Corporation’s investment poli-
cies or any other developments that
the Directorate deems significant
which occurred during the last quarter
or are expected to occur during the
current quarter;

(g) The amount of funds distributed
to remaining banks from the reserve
accounts established pursuant to
§§ 1510.10 and 1510.11 of this part; and

(h) Such other information as the
Board may require.
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§ 1510.14 Reports to Congress.
The Directorate and the Board shall

prepare such reports as are necessary
to enable the Board to comply with the
reporting requirements set forth in sec-
tion 21B(i) of the Act for submission of
the reports to Congress and the Presi-
dent.

§ 1510.15 Review of books and records.
An office designated by the Board

shall review the books and records of
the Funding Corporation at least annu-
ally to determine whether the Funding
Corporation is performing its functions
in accordance with the provisions of
section 21B of the Act and this part.

PART 1511—BOOK-ENTRY
PROCEDURE

Sec.
1511.0 Applicability.
1511.1 Definition of terms.
1511.2 Law governing rights and obligations

of the Funding Corporation and Federal
Reserve Banks; rights of any Person
against the Funding Corporation and the
Federal Reserve Banks.

1511.3 Law governing other interests.
1511.4 Creation of Participant’s Security

Entitlement; security interests.
1511.5 Obligations of Funding Corporation;

no adverse claims.
1511.6 Authority of Federal Reserve Banks.
1511.7 Liability of the Funding Corporation

and Federal Reserve Banks.
1511.8 Notice of attachment.

AUTHORITY: 12 U.S.C. 1441b.

SOURCE: 61 FR 66875, Dec. 19, 1996, unless
otherwise noted.

§ 1511.0 Applicability.
The regulations in this part apply to

Book-entry Funding Corporation Secu-
rities.

§ 1511.1 Definitions of terms.
In this part, unless the context indi-

cates otherwise:
Act means the Federal Home Loan

Bank Act as amended (12 U.S.C. 1421 et
seq.).

Adverse Claim means a claim that a
claimant has a property interest in a
Book-entry Funding Corporation Secu-
rity and that it is a violation of the
rights of the claimant for another Per-
son to hold, transfer, or deal with the

Book-entry Funding Corporation Secu-
rity.

Book-entry Funding Corporation Secu-
rity means a Funding Corporation Se-
curity in book-entry form that is
issued or maintained in the Book-entry
System. Solely for the purposes of this
Part, it also means the separate inter-
est and principal components of a
Book-entry Funding Corporation Secu-
rity if such security has been divided
into such components as authorized by
the Securities Documentation and the
components are maintained separately
on the books of one or more Federal
Reserve Banks.

Book-entry System means the auto-
mated book-entry system operated by
the Federal Reserve Banks acting as
the fiscal agent for the Funding Cor-
poration, on which Book-entry Fund-
ing Corporation Securities are issued,
recorded, transferred and maintained
in book-entry form.

Entitlement Holder means a Person to
whose account an interest in a Book-
entry Funding Corporation Security is
credited on the records of a Securities
Intermediary.

Federal Reserve Bank or Reserve Bank
means a Federal Reserve Bank or
Branch.

Federal Reserve Bank Operating Cir-
cular means the publication issued by
each Federal Reserve Bank that sets
forth the terms and conditions under
which the Reserve Bank maintains
book-entry Securities accounts (in-
cluding Book-entry Funding Corpora-
tion Securities) and transfers book-
entry Securities (including Book-entry
Funding Corporation Securities).

Funding Corporation means the Reso-
lution Funding Corporation established
pursuant to section 21B(b) of the Act.

Funding Corporation Security or Secu-
rity means a Funding Corporation
bond, note, debenture and similar obli-
gations issued under section 21B of the
Act.

Funds Account means a reserve and/or
clearing account at a Federal Reserve
Bank to which debits or credits are
posted for transfers against payment,
book-entry securities transaction fees,
or principal and interest payments.

Participant means a Person that
maintains a Participant’s Securities
Account with a Federal Reserve Bank.
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Participant’s Securities Account means
an account in the name of a Partici-
pant at a Federal Reserve Bank to
which Book-entry Funding Corporation
Securities held for a Participant are or
may be credited.

Person means and includes an individ-
ual, corporation, company, govern-
mental entity, association, firm, part-
nership, trust, estate, representative,
and any other similar organization, but
does not mean or include the United
States, the Funding Corporation, or a
Federal Reserve Bank.

Revised Article 8 means Uniform Com-
mercial Code, Revised Article 8, Invest-
ment Securities (with Conforming and
Miscellaneous Amendments to Articles
1, 3, 4, 5, 9, and 10) 1994 Official Text.
Revised Article 8 of the Uniform Com-
mercial Code is incorporated by ref-
erence in this Part pursuant to 5 U.S.C.
552(a) and 1 CFR Part 51. Article 8 was
adopted by the American Law Institute
and the National Conference of Com-
missioners on Uniform State laws and
approved by the American Bar Associa-
tion on February 14, 1995. Copies of this
publication are available from the Ex-
ecutive Office of the American Law In-
stitute, 4025 Chestnut Street, Philadel-
phia, PA 19104, and the National Con-
ference of Commissioners on Uniform
State Laws, 676 North St. Clair Street,
Suite 1700, Chicago, IL 60611. Copies are
also available for public inspection at
the Department of the Treasury Li-
brary, Room 5030, main Treasury
Building, 1500 Pennsylvania Avenue,
NW., Washington DC 20220, and in the
Office of the Federal Register, 800
North Capitol St., NW., Suite 700,
Washington DC.

Securities Documentation means the
applicable offering circular, supple-
ment, or other documents establishing
the terms of a Book-entry Funding
Corporation Security.

Securities Intermediary means:
(1) A Person that is registered as a

‘‘clearing agency’’ under the Federal
securities laws; a Federal Reserve
Bank; any other Person that provides
clearance or settlement services with
respect to a Book-entry Funding Cor-
poration Security that would require it
to register as a clearing agency under
the Federal securities laws but for an
exclusion or exemption from the reg-

istration requirement, if its activities
as a clearing corporation, including
promulgation of rules, are subject to
regulation by a Federal or State gov-
ernmental authority; or

(2) A Person (other than an individ-
ual, unless such individual is registered
as a broker or dealer under the federal
securities laws) including a bank or
broker, that in the ordinary course of
its business maintains securities ac-
counts for others and is acting in that
capacity.

Security Entitlement means the rights
and property interest of an Entitle-
ment Holder with respect to a Book-
entry Funding Corporation Security.

State means any State of the United
States, the District of Columbia, Puer-
to Rico, the Virgin Islands, or any
other territory or possession of the
United States.

Transfer message means an instruc-
tion of a Participant to a Federal Re-
serve Bank to effect a transfer of a
Book-entry Funding Corporation Secu-
rity, as set forth in Federal Reserve
Bank Operating Circulars.

§ 1511.2 Law governing rights and ob-
ligations of the Funding Corpora-
tion and Federal Reserve Banks;
rights of any Person against the
Funding Corporation and the Fed-
eral Reserve Banks.

(a) Except as provided in paragraph
(b) of this section, the following are
governed solely by the regulations con-
tained in this part 1511, the Securities
Documentation and Federal Reserve
Bank Operating Circulars:

(1) The rights and obligations of the
Funding Corporation and the Federal
Reserve Banks with respect to:

(i) A Book-entry Funding Corpora-
tion Security or Security Entitlement;
and

(ii) The operation of the Book-entry
System as it applies to Funding Cor-
poration Securities; and

(2) The rights of any Person, includ-
ing a Participant, against the Funding
Corporation and the Federal Reserve
Banks with respect to:

(i) A Book-entry Funding Corpora-
tion Security or Security Entitlement;
and

(ii) The operation of the Book-entry
System as it applies to Funding Cor-
poration Securities.
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(b) A security interest in a Security
Entitlement that is in favor of a Fed-
eral Reserve Bank from a Participant
and that is not recorded on the books
of a Federal Reserve Bank pursuant to
§ 1511.4(c)(1), is governed by the law
(not including the conflict-of-law rules)
of the jurisdiction where the head of-
fice of the Federal Reserve Bank main-
taining the Participant’s Securities
Account is located. A security interest
in a Security Entitlement that is in
favor of a Federal Reserve Bank from a
Person that is not a Participant, and
that is not recorded on the books of a
Federal Reserve Bank pursuant to
§ 1511.4(c)(1), is governed by the law de-
termined in the manner specified in
§ 1511.3.

(c) If the jurisdiction specified in the
first sentence of paragraph (b) of this
section is a State that has not adopted
Revised Article 8 (incorporated by ref-
erence, see § 1511.1), then the law speci-
fied in paragraph (b) shall be the law of
that State as though Revised Article 8
had been adopted by that State.

§ 1511.3 Law governing other interests.
(a) To the extent not inconsistent

with the regulations in this part, the
law (not including the conflict-of-law
rules) of a Securities Intermediary’s
jurisdiction governs:

(1) The acquisition of a Security En-
titlement from the Securities Inter-
mediary;

(2) The rights and duties of the Secu-
rities Intermediary and Entitlement
Holder arising out of a Security Enti-
tlement;

(3) Whether the Securities Inter-
mediary owes any duties to an adverse
claimant to a Security Entitlement;

(4) Whether an Adverse Claim can be
asserted against a Person who acquires
a Security Entitlement from the Secu-
rities Intermediary or a Person who
purchases a Security Entitlement or
interest therein from an Entitlement
Holder; and

(5) Except as otherwise provided in
paragraph (c) of this section, the per-
fection, effect of perfection or non-per-
fection and priority of a security inter-
est in a Security Entitlement.

(b) The following rules determine a
‘‘Securities Intermediary’s jurisdic-
tion’’ for purposes of this section:

(1) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder specifies that it is gov-
erned by the law of a particular juris-
diction, that jurisdiction is the Securi-
ties Intermediary’s jurisdiction.

(2) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify the gov-
erning law as provided in paragraph
(b)(1) of this section, but expressly
specifies that the securities account is
maintained at an office in a particular
jurisdiction, that jurisdiction is the Se-
curities Intermediary’s jurisdiction.

(3) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify a juris-
diction as provided in paragraph (b)(1)
or (b)(2) of this section, the Securities
Intermediary’s jurisdiction is the juris-
diction in which is located the office
identified in an account statement as
the office serving the Entitlement
Holder’s account.

(4) If an agreement between the Secu-
rities Intermediary and its Entitle-
ment Holder does not specify a juris-
diction as provided in paragraph (b)(1)
or (b)(2) of this section and an account
statement does not identify an office
serving the Entitlement Holder’s ac-
count as provided in paragraph (b)(3) of
this section, the Securities
Intermediary’s jurisdiction is the juris-
diction in which is located the chief ex-
ecutive office of the Securities Inter-
mediary.

(c) Notwithstanding the general rule
in paragraph (a)(5) of this section, the
law (but not the conflict-of-law rules)
of the jurisdiction in which the Person
creating a security interest is located
governs whether and how the security
interest may be perfected automati-
cally or by filing a financing state-
ment.

(d) If the jurisdiction specified in
paragraph (b) of this section is a State
that has not adopted Revised Article 8
(incorporated by reference, see § 1511.1),
then the law for the matters specified
in paragraph (a) of this section shall be
the law of that State as though Re-
vised Article 8 had been adopted by
that State. For purposes of the applica-
tion of the matters specified in para-
graph (a) of this section, the Federal

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00784 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T



789

Department of the Treasury § 1511.5

Reserve Bank maintaining the Securi-
ties Account is a clearing corporation,
and the Participant’s interest in a
Book-entry Funding Corporation Secu-
rity is a Security Entitlement.

§ 1511.4 Creation of Participant’s Secu-
rity Entitlement; security interests.

(a) A Participant’s Security Entitle-
ment is created when a Federal Re-
serve Bank indicates by book-entry
that a Book-entry Funding Corpora-
tion Security has been credited to a
Participant’s Securities Account.

(b) A security interest in a Security
Entitlement of a Participant in favor
of the United States to secure deposits
of public money, including without
limitation deposits to the Treasury tax
and loan accounts, or other security in-
terest in favor of the United States
that is required by Federal statute,
regulation, or agreement, and that is
marked on the books of a Federal Re-
serve Bank is thereby effected and per-
fected, and has priority over any other
interest in the securities. Where a se-
curity interest in favor of the United
States in a Security Entitlement of a
Participant is marked on the books of
a Federal Reserve Bank, such Reserve
Bank may rely, and is protected in re-
lying, exclusively on the order of an
authorized representative of the United
States directing the transfer of the se-
curity. For purposes of this paragraph,
an ‘‘authorized representative of the
United States’’ is the official des-
ignated in the applicable regulations or
agreement to which a Federal Reserve
Bank is a party, governing the security
interest.

(c)(1) The Funding Corporation and
the Federal Reserve Banks have no ob-
ligation to agree to act on behalf of
any Person or to recognize the interest
of any transferee of a security interest
or other limited interest in favor of
any Person except to the extent of any
specific requirement of Federal law or
regulation or to the extent set forth in
any specific agreement with the Fed-
eral Reserve Bank on whose books the
interest of the Participant is recorded.
To the extent required by such law or
regulation or set forth in an agreement
with a Federal Reserve Bank, or the
Federal Reserve Bank Operating Cir-
cular, a security interest in a Security

Entitlement that is in favor of a Fed-
eral Reserve Bank, the Funding Cor-
poration, or a Person may be created
and perfected by a Federal Reserve
Bank marking its books to record the
security interest. Except as provided in
paragraph (b) of this section, a security
interest in a Security Entitlement
marked on the books of a Federal Re-
serve Bank shall have priority over any
other interest in the securities.

(2) In addition to the method pro-
vided in paragraph (c)(1) of this sec-
tion, a security interest in a Security
Entitlement, including a security in-
terest in favor of a Federal Reserve
Bank, may be perfected by any method
by which a security interest may be
perfected under applicable law as de-
scribed in § 1511.2(b) or § 1511.3. The per-
fection, effect of perfection or non-per-
fection and priority of a security inter-
est are governed by such applicable
law. A security interest in favor of a
Federal Reserve Bank shall be treated
as a security interest in favor of a
clearing corporation in all respects
under such law, including with respect
to the effect of perfection and priority
of such security interest. A Federal Re-
serve Bank Operating Circular shall be
treated as a rule adopted by a clearing
corporation for such purposes.

§ 1511.5 Obligations of Funding Cor-
poration; no adverse claims.

(a) Except in the case of a security
interest in favor of the United States
or a Federal Reserve Bank or otherwise
as provided in § 1511.4(c)(1), for the pur-
poses of this part 1511, the Funding
Corporation and the Federal Reserve
Banks shall treat the Participant to
whose Securities Account an interest
in a Book-entry Funding Corporation
Security has been credited as the Per-
son exclusively entitled to issue a
Transfer Message, to receive interest
and other payments with respect there-
of and otherwise to exercise all the
rights and powers with respect to such
Security, notwithstanding any infor-
mation or notice to the contrary. Nei-
ther the Federal Reserve Banks nor the
Funding Corporation is liable to a Per-
son asserting or having an Adverse
Claim to a Security Entitlement or to
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a Book-entry Funding Corporation Se-
curity in a Participant’s Securities Ac-
count, including any such claim arising
as a result of the transfer or disposi-
tion of a Book-entry Funding Corpora-
tion Security by a Federal Reserve
Bank pursuant to a Transfer Message
that the Federal Reserve Bank reason-
ably believes to be genuine.

(b) The obligation of the Funding
Corporation to make payments of in-
terest and principal with respect to
Book-entry Funding Corporation Secu-
rities is discharged at the time pay-
ment in the appropriate amount is
made as follows:

(1) Interest on Book-entry Funding
Corporation Securities is either cred-
ited by a Federal Reserve Bank to a
Funds Account maintained at such
Bank or otherwise paid as directed by
the Participant.

(2) Book-entry Funding Corporation
Securities are redeemed in accordance
with their terms by a Federal Reserve
Bank withdrawing the securities from
the Participant’s Securities Account in
which they are maintained and by ei-
ther crediting the amount of the re-
demption proceeds, including both
principal and interest where applica-
ble, to a Funds Account at such Bank
or otherwise paying such principal and
interest, as directed by the Partici-
pant. The principal of such Securities
shall be paid using the proceeds of the
noninterest bearing instruments main-
tained by the Funding Corporation for
such purpose.

§ 1511.6 Authority of Federal Reserve
Banks.

(a) Each Federal Reserve Bank is
hereby authorized as fiscal agent of the
Funding Corporation to perform func-
tions with respect to the issuance of
Book-entry Funding Corporation Secu-
rities offered and sold by the Funding
Corporation, in accordance with the
Securities Documentation, and Federal
Reserve Bank Operating Circulars; to
service and maintain Book-entry Fund-
ing Corporation Securities in accounts

established for such purposes; to make
payments of principal and interest
with respect to such Book-entry Fund-
ing Corporation Securities as directed
by the Funding Corporation; to effect
transfer of Book-entry Funding Cor-
poration Securities between Partici-
pants’ Securities Accounts as directed
by the Participants; and to perform
such other duties as fiscal agent as
may be requested by the Funding Cor-
poration.

(b) Each Federal Reserve Bank may
issue Operating Circulars not incon-
sistent with this Part, governing the
details of its handling of Book-entry
Funding Corporation Securities, Secu-
rity Entitlements, and the operation of
the Book-Entry System under this
Part.

§ 1511.7 Liability of the Funding Cor-
poration and Federal Reserve
Banks.

The Funding Corporation and the
Federal Reserve Banks may rely on the
information provided in a Transfer
Message, or other documentation, and
are not required to verify the informa-
tion. The Funding Corporation and the
Federal Reserve Banks shall not be lia-
ble for any action taken in accordance
with the information set out in a
Transfer Message, other documenta-
tion, or evidence submitted in support
thereof.

§ 1511.8 Notice of attachment.
The interest of a debtor in a Security

Entitlement may be reached by a credi-
tor only by legal process upon the Se-
curities Intermediary with whom the
debtor’s securities account is main-
tained, except where a Security Enti-
tlement is maintained in the name of a
secured party, in which case the debt-
or’s interest may be reached by legal
process upon the secured party. The
regulations in this part do not purport
to establish whether a Federal Reserve
Bank is required to honor an order or
other notice of attachment in any par-
ticular case or class of cases.
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