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Federal Reserve System § 201.4 

(i) Keep itself informed of the general 
character and amount of the loans and 
investments of a depository institution 
as provided in section 4(8) of the Fed-
eral Reserve Act (12 U.S.C. 301); and 

(ii) Consider such information in de-
termining whether to extend credit. 

(d) Indirect credit for others. Except for 
depository institutions that receive 
primary credit as described in § 201.4(a), 
no depository institution shall act as 
the medium or agent of another deposi-
tory institution in receiving Federal 
Reserve credit except with the permis-
sion of the Federal Reserve Bank ex-
tending credit. 

[Reg. A, 67 FR 67786, Nov. 7, 2002] 

EFFECTIVE DATE NOTE: At 74 FR 65016, Dec. 
9, 2009, § 201.3 was amended by adding para-
graph (e), effective Jan. 8, 2010. For the con-
venience of the user, the added text is set 
forth as follows: 

§ 201.3 Extensions of credit generally. 

* * * * * 

(e) Credit ratings for Term Asset-Backed Secu-
rities Loan Facility (TALF). (1) If the Board 
requires that a TALF advance, discount, or 
other extension of credit be against collat-
eral (other than commercial mortgage- 
backed securities) that is rated by one or 
more credit rating agencies, the Federal Re-
serve Bank of New York may only accept the 
ratings of any credit rating agency that: 

(i) Is registered with the Securities and Ex-
change Commission as a Nationally Recog-
nized Statistical Rating Organization for 
issuers of asset-backed securities; 

(ii) Has a current and publicly available 
rating methodology specific to asset-backed 
securities in the particular TALF asset sec-
tor (as defined in the TALF haircut sched-
ule) for which it wishes its ratings to be ac-
cepted; and 

(iii) Demonstrates that it has sufficient ex-
perience to provide credit ratings that would 
assist in the Federal Reserve Bank of New 
York’s risk assessment on the most senior 
classes of newly issued asset-backed securi-
ties in the particular TALF asset sector by 
having made public or made available to a 
paying subscriber base, since September 30, 
2006, ratings on at least ten transactions de-
nominated in U.S. dollars within the par-
ticular category to which the particular 
TALF asset sector is assigned as set out 
below— 

(A) Category 1—auto, floorplan, and equip-
ment TALF sectors; 

(B) Category 2—credit card and insurance 
premium finance TALF sectors; 

(C) Category 3—mortgage servicing ad-
vances TALF sector; and 

(D) Category 4—student loans TALF sec-
tor. 

(2) For purposes of the requirement in 
paragraph (e)(1)(iii) of this section, ratings 
on residential mortgage-backed securities 
may be included in Category 3 (servicer ad-
vances). 

(3) The Federal Reserve Bank of New York 
may in its discretion review at any time the 
eligibility of a credit rating agency to rate 
one or more types of assets being offered as 
collateral. 

(4) Process. (i) Credit rating agencies that 
wish to have their ratings accepted for TALF 
transactions should send a written notice to 
the Credit, Investment, and Payment Risk 
group of the Federal Reserve Bank of New 
York including information on the factors 
listed in paragraph (e)(1) of this section with 
respect to each TALF asset sector for which 
they wish their ratings to be accepted. 

(ii) The Federal Reserve Bank of New York 
will notify the submitter within 5 business 
days of receipt of a submission whether addi-
tional information needs to be submitted. 

(iii) Within 5 business days of receipt of all 
information necessary to evaluate a credit 
rating agency pursuant to the factors set out 
in paragraph (e)(1) of this section, the Fed-
eral Reserve Bank of New York will notify 
the credit rating agency regarding its eligi-
bility. 

(5) Conditions. The Federal Reserve Bank of 
New York may accept credit ratings under 
this subsection only from a credit rating 
agency that agrees to— 

(i) Discuss with the Federal Reserve its 
views of the credit risk of any transaction 
within the TALF asset sector that has been 
submitted to TALF and upon which the cred-
it rating agency is being or has been con-
sulted by the issuer; and 

(ii) Provide any information requested by 
the Federal Reserve for the purpose of deter-
mining that the credit rating agency con-
tinues to meet the eligibility requirements 
under paragraph (e)(1) of this section. 

§ 201.4 Availability and terms of credit. 
(a) Primary credit. A Federal Reserve 

Bank may extend primary credit on a 
very short-term basis, usually over-
night, as a backup source of funding to 
a depository institution that is in gen-
erally sound financial condition in the 
judgment of the Reserve Bank. Such 
primary credit ordinarily is extended 
with minimal administrative burden on 
the borrower. A Federal Reserve Bank 
also may extend primary credit with 
maturities up to a few weeks as a 
backup source of funding to a deposi-
tory institution if, in the judgment of 
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the Reserve Bank, the depository insti-
tution is in generally sound financial 
condition and cannot obtain such cred-
it in the market on reasonable terms. 
Credit extended under the primary 
credit program is granted at the pri-
mary credit rate. 

(b) Secondary credit. A Federal Re-
serve Bank may extend secondary cred-
it on a very short-term basis, usually 
overnight, as a backup source of fund-
ing to a depository institution that is 
not eligible for primary credit if, in the 
judgment of the Reserve Bank, such a 
credit extension would be consistent 
with a timely return to a reliance on 
market funding sources. A Federal Re-
serve Bank also may extend longer- 
term secondary credit if the Reserve 
Bank determines that such credit 
would facilitate the orderly resolution 
of serious financial difficulties of a de-
pository institution. Credit extended 
under the secondary credit program is 
granted at a rate above the primary 
credit rate. 

(c) Seasonal credit. A Federal Reserve 
Bank may extend seasonal credit for 
periods longer than those permitted 
under primary credit to assist a small-
er depository institution in meeting 
regular needs for funds arising from ex-
pected patterns of movement in its de-
posits and loans. An interest rate that 
varies with the level of short-term 
market interest rates is applied to sea-
sonal credit. 

(1) A Federal Reserve Bank may ex-
tend seasonal credit only if: 

(i) The depository institution’s sea-
sonal needs exceed a threshold that the 
institution is expected to meet from 
other sources of liquidity (this thresh-
old is calculated as a certain percent-
age, established by the Board of Gov-
ernors, of the institution’s average 
total deposits in the preceding calendar 
year); and 

(ii) The Federal Reserve Bank is sat-
isfied that the institution’s qualifying 
need for funds is seasonal and will per-
sist for at least four weeks. 

(2) The Board may establish special 
terms for seasonal credit when deposi-
tory institutions are experiencing un-
usual seasonal demands for credit in a 
period of liquidity strain. 

(d) Emergency credit for others. In un-
usual and exigent circumstances and 

after consultation with the Board of 
Governors, a Federal Reserve Bank 
may extend credit to an individual, 
partnership, or corporation that is not 
a depository institution if, in the judg-
ment of the Federal Reserve Bank, 
credit is not available from other 
sources and failure to obtain such cred-
it would adversely affect the economy. 
If the collateral used to secure emer-
gency credit consists of assets other 
than obligations of, or fully guaranteed 
as to principal and interest by, the 
United States or an agency thereof, 
credit must be in the form of a dis-
count and five or more members of the 
Board of Governors must affirmatively 
vote to authorize the discount prior to 
the extension of credit. Emergency 
credit will be extended at a rate above 
the highest rate in effect for advances 
to depository institutions. 

(e) Term auction facility. (1) A Federal 
Reserve Bank may make an advance to 
a depository institution pursuant to an 
auction conducted under this para-
graph and at the rate specified in 
§ 201.51(e) if, in the judgment of the Re-
serve Bank, the depository institution 
is in generally sound financial condi-
tion and is expected to remain in that 
condition during the term of the ad-
vance. An auction under this paragraph 
shall be conducted subject to such con-
ditions, including conditions regarding 
the participants, size and duration of 
the facility, minimum bid amount, 
maximum bid amount, term of ad-
vance, minimum bid rate, use of pro-
ceeds, and schedule of auction dates, as 
the Board may establish from time to 
time in connection with the term auc-
tion facility. The Board may appoint 
one or more Reserve Banks or others to 
conduct the auction. 

(2) Authorization for the term auc-
tion facility established by § 201.4(e)(1) 
shall expire on such date as set by the 
Board. 

[Reg. A, 67 FR 67786, Nov. 7, 2002, as amended 
at 72 FR 71203, Dec. 17, 2007] 

§ 201.5 Limitations on availability and 
assessments. 

(a) Lending to undercapitalized insured 
depository institutions. A Federal Re-
serve Bank may make or have out-
standing advances to or discounts for a 
depository institution that it knows to 
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