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1263.27 Involuntary termination of member-
ship. 

1263.28 [Reserved] 

Subpart G—Orderly Liquidation of 
Advances and Redemption of Stock 

1263.29 Disposition of claims. 

Subpart H—Reacquisition of Membership 

1263.30 Readmission to membership. 

Subpart I—Bank Access to Information 

1263.31 Reports and examinations. 

Subpart J—Membership Insignia 

1263.32 Official membership insignia. 

AUTHORITY: 12 U.S.C. 1422, 1423, 1424, 1426, 
1430, 1442, 4511, 4513. 

SOURCE: 75 FR 690, Jan. 5, 2010, unless oth-
erwise noted. 

Subpart A—Definitions 
§ 1263.1 Definitions. 

For purposes of this part: 
Adjusted net income means net in-

come, excluding extraordinary items 
such as income received from, or ex-
pense incurred in, sales of securities or 
fixed assets, reported on a regulatory 
financial report. 

Aggregate unpaid loan principal means 
the aggregate unpaid principal of a 
subscriber’s or member’s home mort-
gage loans, home-purchase contracts 
and similar obligations. 

Allowance for loan and lease losses 
means a specified balance-sheet ac-
count held to fund potential losses on 
loans or leases, which is reported on a 
regulatory financial report. 

Appropriate regulator means: 
(1) In the case of an insured deposi-

tory institution or CDFI credit union, 
the Federal Deposit Insurance Corpora-
tion, Board of Governors of the Federal 
Reserve System, National Credit Union 
Administration, Office of the Comp-
troller of the Currency, Office of Thrift 
Supervision, or appropriate State regu-
lator that has regulatory authority 
over, or is empowered to institute en-
forcement action against, the institu-
tion, as applicable, and 

(2) In the case of an insurance com-
pany, an appropriate State regulator 
accredited by the National Association 
of Insurance Commissioners. 

CDFI credit union means a State- 
chartered credit union that has been 
certified as a CDFI by the CDFI Fund 
and that does not have Federal share 
insurance. 

CDFI Fund means the Community 
Development Financial Institutions 
Fund established under section 104(a) 
of the Community Development Bank-
ing and Financial Institutions Act of 
1994 (12 U.S.C. 4703(a)). 

CFI asset cap means $1 billion, as ad-
justed annually by FHFA, beginning in 
2009, to reflect any percentage increase 
in the preceding year’s Consumer Price 
Index (CPI) for all urban consumers, as 
published by the U.S. Department of 
Labor. 

Class A stock means capital stock 
issued by a Bank, including subclasses, 
that has the characteristics specified 
in section 6(a)(4)(A)(i) of the Bank Act 
(12 U.S.C. 1426(a)(4)(A)(i)) and applica-
ble FHFA regulations. 

Class B stock means capital stock 
issued by a Bank, including subclasses, 
that has the characteristics specified 
in section 6(a)(4)(A)(ii) of the Bank Act 
(12 U.S.C. 1426(a)(4)(A)(ii)) and applica-
ble FHFA regulations. 

Combination business or farm property 
means real property for which the total 
appraised value is attributable to resi-
dential, and business or farm uses. 

Community development financial insti-
tution or CDFI means an institution 
that is certified as a community devel-
opment financial institution by the 
CDFI Fund under the Community De-
velopment Banking and Financial In-
stitutions Act of 1994 (12 U.S.C. 4701 et 
seq.), other than a bank or savings as-
sociation insured under the Federal De-
posit Insurance Act (12 U.S.C. 1811 et 
seq.), a holding company for such a 
bank or savings association, or a credit 
union insured under the Federal Credit 
Union Act (12 U.S.C. 1751 et seq.). 

Community financial institution or CFI 
means an institution: 

(1) The deposits of which are insured 
under the Federal Deposit Insurance 
Act (12 U.S.C. 1811 et seq.); and 

(2) The total assets of which, as of 
the date of a particular transaction, 
are less than the CFI asset cap, with 
total assets being calculated as an av-
erage of total assets over three years, 
with such average being based on the 
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institution’s regulatory financial re-
ports filed with its appropriate regu-
lator for the most recent calendar 
quarter and the immediately preceding 
11 calendar quarters. 

Composite regulatory examination rat-
ing means a composite rating assigned 
to an institution following the guide-
lines of the Uniform Financial Institu-
tions Rating System (issued by the 
Federal Financial Institutions Exam-
ination Council), including a CAMELS 
rating or other similar rating, con-
tained in a written regulatory exam-
ination report. 

Consolidation includes a consolida-
tion, a merger, or a purchase of all of 
the assets and assumption of all of the 
liabilities of an entity by another enti-
ty. 

Dwelling unit means a single room or 
a unified combination of rooms de-
signed for residential use. 

Enforcement action means any written 
notice, directive, order, or agreement 
initiated by an applicant for Bank 
membership or by its appropriate regu-
lator to address any operational, finan-
cial, managerial or other deficiencies 
of the applicant identified by such reg-
ulator. An ‘‘enforcement action’’ does 
not include a board of directors’ resolu-
tion adopted by the applicant in re-
sponse to examination weaknesses 
identified by such regulator. 

Funded residential construction loan 
means the portion of a loan secured by 
real property made to finance the on- 
site construction of dwelling units on 
one-to-four family property or multi-
family property disbursed to the bor-
rower. 

Gross revenues means, in the case of a 
CDFI applicant, total revenues re-
ceived from all sources, including 
grants and other donor contributions 
and earnings from operations. 

Home mortgage loan means: 
(1) A loan, whether or not fully amor-

tizing, or an interest in such a loan, 
which is secured by a mortgage, deed of 
trust, or other security agreement that 
creates a first lien on one of the fol-
lowing interests in property: 

(i) One-to-four family property or 
multifamily property, in fee simple; 

(ii) A leasehold on one-to-four family 
property or multifamily property 
under a lease of not less than 99 years 

that is renewable, or under a lease hav-
ing a period of not less than 50 years to 
run from the date the mortgage was ex-
ecuted; or 

(iii) Combination business or farm 
property where at least 50 percent of 
the total appraised value of the com-
bined property is attributable to the 
residential portion of the property, or 
in the case of any community financial 
institution, combination business or 
farm property, on which is located a 
permanent structure actually used as a 
residence (other than for temporary or 
seasonal housing), where the residence 
constitutes an integral part of the 
property; or 

(2) A mortgage pass-through security 
that represents an undivided ownership 
interest in: 

(i) Long-term loans, provided that, at 
the time of issuance of the security, all 
of the loans meet the requirements of 
paragraph (1) of this definition; or 

(ii) A security that represents an un-
divided ownership interest in long-term 
loans, provided that, at the time of 
issuance of the security, all of the 
loans meet the requirements of para-
graph (1) of this definition. 

Insured depository institution means 
an insured depository institution as de-
fined in section 2(9) of the Bank Act, as 
amended (12 U.S.C. 1422(9)). 

Long-term means a term to maturity 
of five years or greater. 

Manufactured housing means a manu-
factured home as defined in section 
603(6) of the National Manufactured 
Housing Construction and Safety 
Standards Act of 1974, as amended (42 
U.S.C. 5402(6)). 

Multifamily property means: 
(1) Real property that is solely resi-

dential and includes five or more dwell-
ing units; 

(2) Real property that includes five or 
more dwelling units combined with 
commercial units, provided that the 
property is primarily residential; or 

(3) Nursing homes, dormitories, or 
homes for the elderly. 

Nonperforming loans and leases means 
the sum of the following, reported on a 
regulatory financial report: 

(1) Loans and leases that have been 
past due for 90 days (60 days, in the 
case of credit union applicants) or 
longer but are still accruing; 
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(2) Loans and leases on a nonaccrual 
basis; and 

(3) Restructured loans and leases (not 
already reported as nonperforming). 

Nonresidential real property means 
real property that is not used for resi-
dential purposes, including business or 
industrial property, hotels, motels, 
churches, hospitals, educational and 
charitable institution buildings or fa-
cilities, clubs, lodges, association 
buildings, golf courses, recreational fa-
cilities, farm property not containing a 
dwelling unit, or similar types of prop-
erty. 

One-to-four family property means: 
(1) Real property that is solely resi-

dential, including one-to-four family 
dwelling units or more than four fam-
ily dwelling units if each dwelling unit 
is separated from the other dwelling 
units by dividing walls that extend 
from ground to roof, such as row 
houses, townhouses or similar types of 
property; 

(2) Manufactured housing if applica-
ble State law defines the purchase or 
holding of manufactured housing as the 
purchase or holding of real property; 

(3) Individual condominium dwelling 
units or interests in individual cooper-
ative housing dwelling units that are 
part of a condominium or cooperative 
building without regard to the number 
of total dwelling units therein; or 

(4) Real property which includes one- 
to-four family dwelling units combined 
with commercial units, provided the 
property is primarily residential. 

Operating expenses means, in the case 
of a CDFI applicant, expenses for busi-
ness operations, including, but not lim-
ited to, staff salaries and benefits, pro-
fessional fees, interest, loan loss provi-
sion, and depreciation, contained in the 
applicant’s audited financial state-
ments. 

Other real estate owned means all 
other real estate owned (i.e., foreclosed 
and repossessed real estate), reported 
on a regulatory financial report, and 
does not include direct and indirect in-
vestments in real estate ventures. 

Regulatory examination report means a 
written report of examination prepared 
by the applicant’s appropriate regu-
lator, containing, in the case of insured 
depository institution applicants, a 
composite rating assigned to the insti-

tution following the guidelines of the 
Uniform Financial Institutions Rating 
System, including a CAMELS rating or 
other similar rating. 

Regulatory financial report means a fi-
nancial report that an applicant is re-
quired to file with its appropriate regu-
lator on a specific periodic basis, in-
cluding the quarterly call report for 
commercial banks, thrift financial re-
port for savings associations, quarterly 
or semi-annual call report for credit 
unions, the National Association of In-
surance Commissioners’ annual or 
quarterly report for insurance compa-
nies, or other similar report, including 
such report maintained by the appro-
priate regulator on a computer on-line 
database. 

Residential mortgage loan means any 
one of the following types of loans, 
whether or not fully amortizing: 

(1) Home mortgage loans; 
(2) Funded residential construction 

loans; 
(3) Loans secured by manufactured 

housing whether or not defined by 
State law as secured by an interest in 
real property; 

(4) Loans secured by junior liens on 
one-to-four family property or multi-
family property; 

(5) Mortgage pass-through securities 
representing an undivided ownership 
interest in 

(i) Loans that meet the requirements 
of paragraphs (1) through (4) of this 
definition at the time of issuance of 
the security; 

(ii) Securities representing an undi-
vided ownership interest in loans, pro-
vided that, at the time of issuance of 
the security, all of the loans meet the 
requirements of paragraphs (1) through 
(4) of this definition; or 

(iii) Mortgage debt securities as de-
fined in paragraph (6) of this definition; 

(6) Mortgage debt securities secured 
by 

(i) Loans, provided that, at the time 
of issuance of the security, substan-
tially all of the loans meet the require-
ments of paragraphs (1) through (4) of 
this definition; 

(ii) Securities that meet the require-
ments of paragraph (5) of this defini-
tion; or 

(iii) Securities secured by assets, pro-
vided that, at the time of issuance of 
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the security, all of the assets meet the 
requirements of paragraphs (1) through 
(5) of this definition; 

(7) Home mortgage loans secured by a 
leasehold interest, as defined in para-
graph (1)(ii) of the definition of ‘‘home 
mortgage loan,’’ except that the period 
of the lease term may be for any dura-
tion; or 

(8) Loans that finance properties or 
activities that, if made by a member, 
would satisfy the statutory require-
ments for the Community Investment 
Program established under section 10(i) 
of the Bank Act (12 U.S.C. 1430(i)), or 
the regulatory requirements estab-
lished for any CICA program. 

Restricted assets means both perma-
nently restricted assets and tempo-
rarily restricted assets, as those terms 
are used in Financial Accounting 
Standard No. 117, or any successor pub-
lication. 

Total assets means the total assets re-
ported on a regulatory financial report 
or, in the case of a CDFI applicant, the 
total assets contained in the appli-
cant’s audited financial statements. 

Unrestricted cash and cash equivalents 
means, in the case of a CDFI applicant, 
cash and highly liquid assets that can 
be easily converted into cash that are 
not restricted in a manner that pre-
vents their use in paying expenses, as 
contained in the applicant’s audited fi-
nancial statements. 

[75 FR 690, Jan. 5, 2010, as amended at 78 FR 
2324, Jan. 11, 2013] 

Subpart B—Membership 
Application Process 

§ 1263.2 Membership application re-
quirements. 

(a) Application. An applicant for 
membership in a Bank shall submit to 
that Bank an application that satisfies 
the requirements of this part. The ap-
plication shall include a written reso-
lution or certification duly adopted by 
the applicant’s board of directors, or by 
an individual with authority to act on 
behalf of the applicant’s board of direc-
tors, of the following: 

(1) Applicant review. Applicant has re-
viewed the requirements of this part 
and, as required by this part, has pro-
vided to the best of applicant’s knowl-

edge the most recent, accurate, and 
complete information available; and 

(2) Duty to supplement. Applicant will 
promptly supplement the application 
with any relevant information that 
comes to applicant’s attention prior to 
the Bank’s decision on whether to ap-
prove or deny the application, and if 
the Bank’s decision is appealed pursu-
ant to § 1263.5, prior to resolution of 
any appeal by FHFA. 

(b) Digest. The Bank shall prepare a 
written digest for each applicant stat-
ing whether or not the applicant meets 
each of the requirements in §§ 1263.6 to 
1263.18, the Bank’s findings, and the 
reasons therefor. 

(c) File. The Bank shall maintain a 
membership file for each applicant for 
at least three years after the Bank de-
cides whether to approve or deny mem-
bership or, in the case of an appeal to 
FHFA, for three years after the resolu-
tion of the appeal. The membership file 
shall contain at a minimum: 

(1) Digest. The digest required by 
paragraph (b) of this section. 

(2) Required documents. All documents 
required by §§ 1263.6 to 1263.18, including 
those documents required to establish 
or rebut a presumption under this part, 
shall be described in and attached to 
the digest. The Bank may retain in the 
file only the relevant portions of the 
regulatory financial reports required 
by this part. If an applicant’s appro-
priate regulator requires return or de-
struction of a regulatory examination 
report, the date that the report is re-
turned or destroyed shall be noted in 
the file. 

(3) Additional documents. Any addi-
tional document submitted by the ap-
plicant, or otherwise obtained or gen-
erated by the Bank, concerning the ap-
plicant. 

(4) Decision resolution. The decision 
resolution described in § 1263.3(b). 

§ 1263.3 Decision on application. 
(a) Authority. FHFA hereby author-

izes the Banks to approve or deny all 
applications for membership, subject 
to the requirements of this part. The 
authority to approve membership ap-
plications may be exercised only by a 
committee of the Bank’s board of di-
rectors, the Bank president, or a senior 
officer who reports directly to the 
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