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Federal Housing Finance Board § 950.3 

(1) Any loan or instrument that qualifies 
as eligible security for an advance under 
§ 1266.7(a) of this part; 

(2) Any loan that qualifies as a small agri- 
business loan, small business loan or small 
farm loan, under definitions set forth in this 
section; or 

(3) Consumer loans or credit extended to 
one or more individuals for household, fam-
ily or other personal expenditures. 

* * * * * 

FHFA means the Federal Housing Finance 
Agency. 

* * * * * 

Residential housing finance assets means any 
of the following: 

(1) Loans secured by residential real prop-
erty; 

(2) Mortgage-backed securities; 
(3) Participations in loans secured by resi-

dential real property; 
(4) Loans or investments providing financ-

ing for economic development projects for 
targeted beneficiaries; 

(5) Loans secured by manufactured hous-
ing, regardless of whether such housing 
qualifies as residential real property; 

(6) Any loans or investments which FHFA, 
in its discretion, otherwise determines to be 
residential housing finance assets; and 

(7) For CFI members, and to the extent not 
already included in categories (1) through 
(6), small business loans, small farm loans, 
small agri-business loans, or community de-
velopment loans. 

* * * * * 

Targeted beneficiaries has the meaning set 
forth in § 952.1 of this title. 

§ 950.2 Authorization and application 
for advances; obligation to repay 
advances. 

(a) Application for advances. A Bank 
may accept oral or written applica-
tions for advances from its members. 

(b) Obligation to repay advances. (1) A 
Bank shall require any member to 
which an advance is made to enter into 
a primary and unconditional obligation 
to repay such advance and all other in-
debtedness to the Bank, together with 
interest and any unpaid costs and ex-
penses in connection therewith, accord-
ing to the terms under which such ad-
vance was made or other indebtedness 
incurred. 

(2) Such obligations shall be evi-
denced by a written advances agree-

ment that shall be reviewed by the 
Bank’s legal counsel to ensure such 
agreement is in compliance with appli-
cable law. 

(c) Secured advances. (1) Each Bank 
shall make only fully secured advances 
to its members as set forth in the Act, 
the provisions of this part and policy 
guidelines established by the Finance 
Board. 

(2) The Bank shall execute a written 
security agreement with each bor-
rowing member which establishes the 
Bank’s security interest in collateral 
securing advances. 

(3) Such written security agreement 
shall, at a minimum, describe the type 
of collateral securing the advances and 
give the Bank a perfectible security in-
terest in the collateral. 

(d) Form of applications and agree-
ments. Applications for advances, ad-
vances agreements and security agree-
ments shall be in substantially such 
form as approved by the Bank’s board 
of directors, or a committee thereof 
specifically authorized by the board of 
directors to approve such forms. 

[58 FR 29469, May 20, 1993, as amended at 64 
FR 71278, Dec. 21, 1999; 65 FR 8262, Feb. 18, 
2000. Redesignated at 65 FR 44429, July 18, 
2000; 67 FR 12851, Mar. 20, 2002] 

EFFECTIVE DATE NOTE: At 75 FR 76623, Dec. 
9, 2010, § 950.2 was redesignated as § 1266.2 and 
amended by adding (e), effective Jan. 10, 2011. 
For the convenience of the user, the added 
text is set forth as follows: 

§ 1266.2 Authorization and application for 
advances; obligation to repay advances. 

* * * * * 

(e) Status of secured lending. All secured 
transactions, regardless of the form of the 
transaction, for money borrowed from a 
Bank by a member of any Bank shall be con-
sidered an advance subject to the require-
ments of this part. 

§ 950.3 Purpose of long-term advances; 
Proxy test. 

(a) A Bank shall make long-term ad-
vances only for the purpose of enabling 
any member to purchase or fund new or 
existing residential housing finance as-
sets, which include, for CFI members, 
small business loans, small farm loans 
and small agri-business loans. 

(b)(1) Prior to approving an applica-
tion for a long-term advance, a Bank 

VerDate Mar<15>2010 14:45 Apr 04, 2011 Jkt 223041 PO 00000 Frm 00109 Fmt 8010 Sfmt 8010 Y:\SGML\223041.XXX 223041w
w

oo
ds

2 
on

 D
S

K
1D

X
X

6B
1P

R
O

D
 w

ith
 C

F
R



100 

12 CFR Ch. IX (1–1–11 Edition) § 950.4 

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, financial 
statement or other reliable documenta-
tion made available by the member. 

(2) Applications for CICA advances 
are exempt from the requirements of 
paragraph (b)(1) of this section. 

[58 FR 29469, May 20, 1993, as amended at 63 
FR 65545, Nov. 27, 1998. Redesignated and 
amended at 65 FR 44429, July 18, 2000] 

EFFECTIVE DATE NOTE: At 75 FR 76623, Dec. 
9, 2010, § 950.3 was redesignated as § 1266.3 and 
revised, effective Jan. 10, 2011. For the con-
venience of the user, the revised text is set 
forth as follows: 

§ 1266.3 Purpose of long-term advances; 
Proxy test. 

(a) A Bank shall make long-term advances 
only for the purpose of enabling any member 
to purchase or fund new or existing residen-
tial housing finance assets. 

(b)(1) Prior to approving an application for 
a long-term advance, a Bank shall determine 
that the principal amount of all long-term 
advances currently held by the member does 
not exceed the total book value of residen-
tial housing finance assets held by such 
member. The Bank shall determine the total 
book value of such residential housing fi-
nance assets, using the most recent Thrift 
Financial Report, Report of Condition and 
Income, financial statement or other reliable 
documentation made available by the mem-
ber. 

(2) Applications for CICA advances are ex-
empt from the requirements of paragraph 
(b)(1) of this section. 

§ 950.4 Limitations on access to ad-
vances. 

(a) Credit underwriting. A Bank, in its 
discretion, may: 

(1) Limit or deny a member’s applica-
tion for an advance if, in the Bank’s 
judgment, such member: 

(i) Is engaging or has engaged in any 
unsafe or unsound banking practices; 

(ii) Has inadequate capital; 
(iii) Is sustaining operating losses; 
(iv) Has financial or managerial defi-

ciencies, as determined by the Bank, 
that bear upon the member’s credit-
worthiness; or 

(v) Has any other deficiencies, as de-
termined by the Bank; or 

(2) Make advances and renewals only 
if the Bank determines that it may 
safely make such advance or renewal 
to the member, including advances and 
renewals made pursuant to this sec-
tion. 

(b) New advances to members without 
positive tangible capital. (1) A Bank shall 
not make a new advance to a member 
without positive tangible capital un-
less the member’s appropriate federal 
banking agency or insurer requests in 
writing that the Bank make such ad-
vance. The Bank shall promptly pro-
vide the Finance Board with a copy of 
any such request. 

(2) A Bank shall use the most re-
cently available Thrift Financial Re-
port, Report of Condition, and Income 
or other regulatory report of financial 
condition to determine whether a 
member has positive tangible capital. 

(c) Renewals of advances to members 
without positive tangible capital—(1) Re-
newal for 30-day terms. A Bank may 
renew outstanding advances, for suc-
cessive terms of up to 30 days each, to 
a member without positive tangible 
capital; provided, however, that a Bank 
shall honor any written request of the 
appropriate federal banking agency or 
insurer that the Bank not renew such 
advances. 

(2) Renewal for longer than 30-day 
terms. A Bank may renew outstanding 
advances to a member without positive 
tangible capital for a term greater 
than 30 days at the written request of 
the appropriate federal banking agency 
or insurer. 

(d) Advances to capital deficient but 
solvent members. (1) Except as provided 
in paragraph (d)(2)(i) of this section, a 
Bank may make a new advance or 
renew an outstanding advance to a cap-
ital deficient member that has positive 
tangible capital. 

(2)(i) A Bank shall not lend to a cap-
ital deficient member that has positive 
tangible capital if it receives written 
notice from the appropriate federal 
banking agency or insurer that the 
member’s use of Bank advances has 
been prohibited. The Bank shall 
promptly provide the Finance Board 
with a copy of any such notice. 

VerDate Mar<15>2010 14:45 Apr 04, 2011 Jkt 223041 PO 00000 Frm 00110 Fmt 8010 Sfmt 8010 Y:\SGML\223041.XXX 223041w
w

oo
ds

2 
on

 D
S

K
1D

X
X

6B
1P

R
O

D
 w

ith
 C

F
R


		Superintendent of Documents
	2014-08-21T15:29:33-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




