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and approved undertakings require par-
ticular protections against credit,
operational, and market risk:

(i) In the event that the undertaking
is to honor by delivery of an item of
value other than money, the State sav-
ings association should ensure that
market fluctuations that affect the
value of the item will not cause the
State savings association to assume
undue market risk;

(ii) In the event that the undertaking
provides for automatic renewal, the
terms for renewal should allow the
State savings association to make any
necessary credit assessment prior to
renewal;

(iii) In the event that a State savings
association issues an undertaking for
its own account, the underlying trans-
action for which it is issued must be
within the State savings association’s
authority and comply with any safety
and soundness requirements applicable
to that transaction.

(3) Operational expertise. The State
savings association should possess
operational expertise that is commen-
surate with the sophistication of its
letter of credit or independent under-
taking activities.

(4) Documentation. The State savings
association must accurately reflect its
letters of credit or approved under-
takings in its records, including any
acceptance or deferred payment or
other absolute obligation arising out of
its contingent undertaking.

§390.268 Investment in State housing
corporations.

(a) Any State savings association to
the extent it has legal authority to do
s0, may make investments in, commit-
ments to invest in, loans to, or com-
mitments to lend to any state housing
corporation; provided, that such obli-
gations or loans are secured directly,
or indirectly through a fiduciary, by a
first lien on improved real estate which
is insured under the National Housing
Act, as amended, and that in the event
of default, the holder of such obliga-
tions or loans has the right directly, or
indirectly through a fiduciary, to sub-
ject to the satisfaction of such obliga-
tions or loans the real estate described
in the first lien, or the insurance pro-
ceeds.

§390.270

(b) Any State savings association
that is adequately capitalized may, to
the extent it has legal authority to do
so, invest in obligations (including
loans) of, or issued by, any state hous-
ing corporation incorporated in the
state in which such State savings asso-
ciation has its home or a branch office;
provided (except with respect to loans),
that:

(1) The obligations are rated in one of
the four highest grades as shown by the
most recently published rating made of
such obligations by a nationally recog-
nized rating service; or

(2) The obligations, if not rated, are
approved by the FDIC. The aggregate
outstanding direct investment in obli-
gations under paragraph (b) of this sec-
tion shall not exceed the amount of the
State savings association’s total cap-
ital.

(c) Each state housing corporation in
which a State savings association in-
vests under the authority of paragraph
(b) of this section shall agree, before
accepting any such investment (includ-
ing any loan or loan commitment), to
make available at any time to the
FDIC such information as the FDIC
may consider to be necessary to ensure
that investments are properly made
under this section.

§390.269 Prohibition on loan procure-
ment fees.

If you are a director, officer, or other
natural person having the power to di-
rect the management or policies of a
State savings association, you must
not receive, directly or indirectly, any
commission, fee, or other compensa-
tion in connection with the procure-
ment of any loan made by the State
savings association or a subsidiary of
the State savings association.

§390.270 Asset classification.

(a)(1) BEach State savings association
must evaluate and classify its assets on
a regular basis in a manner consistent
with, or reconcilable to, the asset clas-
sification system used by the FDIC.

(2) In connection with the examina-
tion of a State savings association or
its affiliates, the FDIC examiners may
identify problem assets and classify
them, if appropriate. The association
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