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(5) Pricing pass-through. A Bank may
require that borrowers receiving ad-
vances made under CICA programs pass
through the benefit of any price reduc-
tion from regular advance pricing to
their borrowers.

(6) Discount Fund. (i) A Bank may es-
tablish a Discount Fund which the
Bank may use to reduce the price of
CIP or other advances made under
CICA programs below the advance
prices provided for by this part.

(if) Price reductions made through
the Discount Fund shall be made in ac-
cordance with a fair distribution
scheme.

[63 FR 65546, Nov. 27, 1998, as amended at 65
FR 8264, Feb. 18, 2000; 65 FR 44431, July 18,
2000; 66 FR 50296, Oct. 3, 2001; 67 FR 12852,
Mar. 20, 2002]

§952.6 Reporting.

(a) By July 1, 1999, each Bank shall
provide to the Finance Board an initial
assessment of the credit needs and
market opportunities in a Bank’s dis-
trict for targeted community lending.

(b) Effective in 2000, each Bank annu-
ally shall provide to the Finance
Board, on or before January 31, a Tar-
geted Community Lending Plan.

(c) Each Bank shall provide such
other reports concerning its CICA pro-
grams as the Finance Board may re-
quest from time to time.

[63 FR 65546, Nov. 27, 1998. Redesignated at 65
FR 8256, Feb. 18, 2000, as amended at 65 FR
44431, July 18, 2000]

§952.7 Documentation.

(a) A Bank shall require the borrower
to certify to the Bank that each
project funded under a CICA program
(other than AHP) meets the respective
targeting requirements of the CICA
program. Such certification shall in-
clude a description of how the project
meets the requirements, and where ap-
propriate, a statistical summary or list
of incomes of the borrowers, rents for
the project, or salaries of jobs created
or retained.

(b) For those CICA-funded projects
that also receive funds from another
targeted Federal economic develop-
ment program that has income tar-
geting requirements that are the same
as, or more restrictive than, the tar-
geting requirements of the applicable
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CICA program, the Bank shall permit
the borrower to certify that compli-
ance with the criteria of such Federal
economic development program will
meet the requirements of the respec-
tive CICA program.

(c) Such certifications shall satisfy
the Bank’s obligations to document
compliance with the CICA funding pro-
visions of this part.

[63 FR 65546, Nov. 27, 1998. Redesignated at 65
FR 8256, Feb. 18, 2000, as amended at 66 FR
50296, Oct. 3, 2001]
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§955.1 Definitions.

As used in this part:

Affiliate means any business entity
that controls, is controlled by, or is
under common control with, a member.

Expected losses means the base loss
scenario in the methodology of an
NRSRO applicable to that type of AMA
asset.

Residential real property has the
meaning set forth in §950.1 of this
chapter.

[67 FR 12852, Mar. 20, 2002]

§955.2 Authorization to hold acquired
member assets.
Subject to the requirements of part
980 of this chapter, each Bank may
hold assets acquired from or through
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Bank System members or housing as-
sociates by means of either a purchase
or a funding transaction (AMA), sub-
ject to each of the following require-
ments:

(a) Loan type requirement. The assets
are either:

(1) Whole loans that are eligible to
secure advances under 8§950.7(a)(1)(i),
(@)@ (i), (a)(4), or (b)(1) of this chapter,
excluding:

(i) Single-family mortgages where
the loan amount exceeds the limits es-
tablished pursuant to 12 U.S.C.
1717(b)(2); and

(ii) Loans made to an entity, or se-
cured by property, not located in a
state;

(2) Whole loans secured by manufac-
tured housing, regardless of whether
such housing qualifies as residential
real property; or

(3) State and local housing finance
agency bonds;

(b) Member or housing associate nexus
requirement. The assets are:

(1) Either:

(i) Originated or issued by, through,
or on behalf of a Bank System member
or housing associate, or an affiliate
thereof; or

(i) Held for a valid business purpose
by a Bank System member or housing
associate, or an affiliate thereof, prior
to acquisition by a Bank; and

(2) Acquired either:

(i) From a member or housing asso-
ciate of the acquiring Bank;

(i) From a member or housing asso-
ciate of another Bank, pursuant to an
arrangement with that Bank, which, in
the case of state and local finance
agency bonds only, may be reached in
accordance with the following process:

(A) The housing finance agency shall
first offer the Bank in whose district
the agency is located (local Bank) a
right of first refusal to purchase, or ne-
gotiate the terms of, its proposed bond
offering;

(B) If the local Bank indicates, with-
in a three day period, that it will nego-
tiate in good faith to purchase the
bonds, the agency may not offer to sell
or negotiate the terms of a purchase
with another Bank; and

(C) If the local Bank declines the
offer, or has failed to respond within
the three day period, the acquiring

§955.3

Bank will be considered to have an ar-
rangement with the local Bank for pur-
poses of this section and may offer to
buy or negotiate the terms of a bond
sale with the agency;

(iii) From another Bank; and

(c) Credit risk-sharing requirement. The
transactions through which the Bank
acquires the assets either:

(1) Meet the credit risk-sharing re-
quirements of §955.3 of this part; or

(2) Were authorized by the Finance
Board under section 11.B.12 of the FMP
and are within any total dollar cap es-
tablished by the Finance Board at the
time of such authorization.

§955.3 Required
structure.

credit risk-sharing

(a) Determination of necessary credit
enhancement. At the earlier of 270 days
from the date of the Bank’s acquisition
of the first loan in a pool, or the date
at which the amount of a pool’s assets
reaches $100 million, a Bank shall de-
termine the total credit enhancement
necessary to enhance the asset or pool
of assets to a credit quality that is
equivalent to that of an instrument
having at least the fourth highest cred-
it rating from an NRSRO, or such high-
er credit rating as the Bank may re-
quire. The Bank shall make this deter-
mination for each AMA product using a
methodology that is confirmed in writ-
ing by an NRSRO to be comparable to
a methodology that the NRSRO would
use in determining credit enhancement
levels when conducting a rating review
of the asset or pool of assets in a
securitization transaction.

(b) Credit risk-sharing structure. A
Bank acquiring AMA shall implement,
and have in place at all times, a credit
risk-sharing structure for each AMA
product under which a member or
housing associate of the Bank or, with
the approval of both Banks, a member
or housing associate of another Bank,
provides a sufficient credit enhance-
ment from the first dollar of credit loss
for each asset or pool of assets such
that the acquiring Bank’s exposure to
credit risk for the life of the asset or
pool of assets is no greater than that of
an asset rated in the fourth highest
credit rating category, as determined
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