
104 

12 CFR Ch. IX (1–1–11 Edition) § 950.8 

borrowing member’s Bank stock is as-
signed as additional security by the 
member to the Bank. 

(3) The security interest of the Bank 
in such member’s Bank stock shall be 
entitled to the priority provided for in 
section 10(e) of the Act (12 U.S.C. 
1430(e)). 

(f) Advances collateral security requir-
ing formal approval. No home mortgage 
loan otherwise eligible to be accepted 
as collateral for an advance by a Bank 
under this section shall be accepted as 
collateral for an advance if any direc-
tor, officer, employee, attorney or 
agent of the Bank or of the borrowing 
member is personally liable thereon, 
unless the board of directors of the 
Bank has specifically approved such 
acceptance by formal resolution, and 
the Finance Board has endorsed such 
resolution. 

(g) Pledge of advances collateral by af-
filiates. Assets held by an affiliate of a 
member that are eligible as collateral 
under paragraphs (a) or (b) of this sec-
tion may be used to secure advances to 
that member only if: 

(1) The collateral is pledged to secure 
either: 

(i) The member’s obligation to repay 
advances; or 

(ii) A surety or other agreement 
under which the affiliate has assumed, 
along with the member, a primary obli-
gation to repay advances made to the 
member; and 

(2) The Bank obtains and maintains a 
legally enforceable security interest 
pursuant to which the Bank’s legal 
rights and privileges with respect to 
the collateral are functionally equiva-
lent in all material respects to those 
that the Bank would possess if the 
member were to pledge the same col-
lateral directly, and such functional 
equivalence is supported by adequate 
documentation. 

[58 FR 29469, May 20, 1993, as amended at 64 
FR 16621, Apr. 6, 1999; 65 FR 8262, Feb. 18, 
2000. Redesignated and amended at 65 FR 
44429, July 18, 2000; 67 FR 12851, Mar. 20, 2002] 

EFFECTIVE DATE NOTE: At 75 FR 76623, Dec. 
9, 2011, § 950.7 was redesignated as § 1266.7 and 
amended by revising (b)(1), effective Jan. 10, 
2010. For the convenience of the user, the re-
vised text is set forth as follows: 

§ 1266.7 Collateral. 

* * * * * 

(b) * * * 
(1) General. Subject to the requirements set 

forth in part 1272 of this chapter, a Bank is 
authorized to accept from CFI members or 
their affiliates as security for advances 
small business loans, small farm loans, small 
agri-business loans, or community develop-
ment loans, in each case fully secured by col-
lateral other than real estate, or securities 
representing a whole interest in such secured 
loans, provided that: 

(i) Such collateral has a readily ascertain-
able value, can be reliably discounted to ac-
count for liquidation and other risks, and 
can be liquidated in due course; and 

(ii) The Bank can perfect a security inter-
est in such collateral. 

* * * * * 

§ 950.8 Banks as secured creditors. 
(a) Except as provided in paragraph 

(b) of this section, notwithstanding any 
other provision of law, any security in-
terest granted to a Bank by a member, 
or by an affiliate of a member, shall be 
entitled to priority over the claims and 
rights of any party, including any re-
ceiver, conservator, trustee or similar 
party having rights of a lien creditor, 
to such collateral. 

(b) A Bank’s security interest as de-
scribed in paragraph (a) of this section 
shall not be entitled to priority over 
the claims and rights of a party that: 

(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. 

[58 FR 29469, May 20, 1993. Redesignated at 65 
FR 8256, Feb. 18, 2000 and further redesig-
nated at 65 FR 44429, July 18, 2000, as amend-
ed at 67 FR 12851, Mar. 20, 2002] 

§ 950.9 Pledged collateral; verification. 
(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 § 950.2(c) of 
this part whereby such collateral is re-
tained solely for the Bank’s benefit and 
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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 and 
standards for verifying the existence of 
collateral securing the Bank’s ad-
vances, and shall regularly verify the 
existence of the collateral securing its 
advances in accordance with such pro-
cedures and standards. 

[58 FR 29469, May 20, 1993, as amended at 64 
FR 16621, Apr. 6, 1999; 65 FR 8263, Feb. 18, 
2000. Redesignated at 65 FR 44430, July 18, 
2000; 67 FR 12851, Mar. 20, 2002] 

§ 950.10 Collateral valuation; apprais-
als. 

(a) Collateral valuation. Each Bank 
shall determine the value of collateral 
securing the Bank’s advances in ac-
cordance with the collateral valuation 
procedures set forth in the Bank’s 
member products policy established 
pursuant to § 917.4 of this chapter. 

(b) Fair application of procedures. Each 
Bank shall apply the collateral 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) Appraisals. A Bank may require a 
member to obtain an appraisal of any 
item of collateral, and to perform such 
other investigations of collateral as 
the Bank deems necessary and proper. 

[65 FR 44430, July 18, 2000] 

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

(a) Capital stock requirement for ad-
vances. At no time shall the aggregate 
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. 

(b) Unilateral redemption of excess cap-
ital stock; fee in lieu prohibited. (1) A 

Bank, after providing 15 calendar days 
advance written notice to a member, 
may require the redemption of that 
amount of the member’s Bank capital 
stock that exceeds the capital stock re-
quirements set forth in paragraph (a) 
of this section, provided the minimum 
amount required in section 6(b)(1) of 
the Act (12 U.S.C. 1426(b)(1)) is main-
tained. The Bank shall have the discre-
tion to determine the timing of such 
unilateral redemption. The Bank’s im-
plementation of its redemption policy 
shall be consistent with the require-
ment of section 7(j) of the Act (12 
U.S.C. 1427(j)) that the affairs of the 
Bank shall be administered fairly and 
impartially and without discrimina-
tion in favor of or against any member 
borrower. 

(2) A Bank may not impose on or ac-
cept from a member a fee in lieu of re-
deeming the member’s excess Bank 
capital stock. 

[58 FR 29469, May 20, 1993, as amended at 64 
FR 16791, Apr. 6, 1999; 65 FR 8263, Feb. 18, 
2000; 65 FR 13870, Mar. 15, 2000. Redesignated 
at 65 FR 44430, July 18, 2000, as amended at 67 
FR 12851, Mar. 20, 2002] 

EFFECTIVE DATE NOTE: At 75 FR 76623, Dec. 
9, 2011, § 950.11 was redesignated as § 1266.11 
and revised, effective Jan. 10, 2011. For the 
convenience of the user, the revised text is 
set forth as follows: 

§ 1266.11 Capital stock requirements; re-
demption of excess stock. 

(a) Capital stock requirement for advances. 
For a Bank that has not converted to the 
capital structure authorized by the Gramm- 
Leach-Bliley Act, the aggregate amount of 
outstanding advance made by the Bank to a 
member shall not exceed 20 times the 
amount paid in by such member for capital 
stock in the Bank. 

(b) Unilateral Redemption of excess stock. A 
Bank that has not converted to the capital 
structure authorized by the Gramm-Leach- 
Bliley Act: 

(1) May, after providing 15 calendar days 
advance written notice to a member, require 
the redemption of that amount of the mem-
ber’s Bank capital stock that exceeds the ap-
plicable capital stock requirements in para-
graph (a) of this section, provided that the 
member continues to comply with the min-
imum stock purchase requirement set forth 
in § 1263.20(a) of this chapter; and 

(2) May not impose on, or accept from, a 
member a fee in lieu of redeeming a mem-
ber’s excess stock. 
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