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Subpart A—Advances to
Members

§950.1 Definitions.

As used in this part:

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

Capital deficient member means a
member that fails to meet its min-
imum regulatory capital requirements
as defined or otherwise required by the

member’s appropriate federal banking
agency, insurer or, in the case of mem-
bers that are not federally insured de-
pository institutions, state regulator.

Cash equivalents means investments
that—

(1) Are readily convertible
known amounts of cash;

(2) Have a remaining maturity of 90
days or less at the acquisition date;
and

(3) Are held for liquidity purposes.

CFI member means a member that is a
Community Financial Institution, as
defined in §925.1 of this chapter, except
that, for purposes of this part, the
member’s average of total assets over
three years shall be calculated by the
Bank:

(1) Based on the average of total as-
sets drawn from the institution’s regu-
latory financial reports (as defined in
§925.1 of this chapter) filed with its ap-
propriate regulator (as defined in §925.1
of this chapter) for the three most re-
cent calendar year-ends; and

(2) Annually, and shall be effective
April 1 of each year.

Credit union means a credit union as
defined in section 101 of the Federal
Credit Union Act (12 U.S.C. 1752).

Depository institution means a bank,
savings association, or credit union.

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

Improved residential real property
means residential real property exclud-
ing real property to be improved, or in
the process of being improved, by the
construction of dwelling units.

Insurer means the FDIC for insured
depository institutions, as defined sec-
tion 3(c)(2) of the Federal Deposit In-
surance Act (12 U.S.C. 1813(c)(2)), and
the NCUA for federally-insured credit
unions.

Long-term advance means an advance
with an original term to maturity
greater than five years.

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

Mortgage-backed security means:

(1) An equity security representing
an ownership interest in:

(i) Fully disbursed, whole first mort-
gage loans on improved residential real
property; or

(ii) Mortgage pass-through or partici-
pation securities which are themselves
backed entirely by fully disbursed,
whole first mortgage loans on im-
proved residential real property; or

(2) An obligation, bond, or other debt
security backed entirely by the assets
described in paragraph (1)(i) or (ii) of
this definition.

Multifamily property means:

(1)(i) Real property that is solely res-
idential and which includes five or
more dwelling units; or

(ii) Real property which includes five
or more dwelling units with commer-
cial units combined, provided the prop-
erty is primarily residential.

(2) Multifamily property as defined in
this section includes nursing homes,
dormitories and homes for the elderly.

Nonresidential real property means
real property not used for residential
purposes, including business or indus-
trial property, hotels, motels, church-
es, hospitals, educational and chari-
table institutions, clubs, lodges, asso-
ciation buildings, golf courses, rec-
reational facilities, farm property not
containing a dwelling unit, or similar
types of property, except as otherwise
determined by the Finance Board in its
discretion.

One-to-four family property means any
of the following:

(1) Real property containing:

(i) One-to-four dwelling units; or

(ii) More than four dwelling units if
each unit is separated from the other
units by dividing walls that extend
from ground to roof, including row
houses, townhouses or similar types of
property;

(2) Manufactured housing if:

(i) Applicable state law defines the
purchase or holding of manufactured
housing as the purchase or holding of
real property; and

(ii) The loan to purchase the manu-
factured housing is secured by that
manufactured housing;
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(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 containing one-to-
four dwelling units with commercial
units combined, provided the property
is primarily residential.

Residential housing finance
means any of the following:

(1) Loans secured by residential real
property;

(2) Mortgage-backed securities;

(3) Participations in loans secured by
residential real property;

(4) Loans or investments qualifying
under the definition of ‘‘community
lending”’ in §900.1 of this chapter;

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

(6) Any loans or investments which
the Finance Board, in its discretion,
otherwise determines to be residential
housing finance assets.

Residential real property means:

(1) Any of the following:

(i) One-to-four family property;

(ii) Multifamily property;

(iii) Real property to be improved by
the construction of dwelling units;

(iv) Real property in the process of
being improved by the construction of
dwelling units;

(2) The term residential real property
does not include nonresidential real
property as defined in this section.

Savings association means a savings
association as defined in section 3(b) of
the Federal Deposit Insurance Act, as
amended (12 U.S.C. 1813(b)).

Small agri-business loans means loans
to finance agricultural production and
other loans to farmers that are within
the legal lending limit of the reporting
CFI member, and that are reported on
either: Schedule RC-C, Part I, item 3 of
the Report of Condition and Income
filed by insured commercial banks and
FDIC-supervised savings banks; or
Schedule SC300, SC303 or SC306 of the
Thrift Financial Report filed by sav-
ings associations (or equivalent suc-
cessor schedules).
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Small business loans means commer-
cial and industrial loans that are with-
in the legal lending limit of the report-
ing CFI member and that are reported
on either: Schedule RC-C, Part I, item
l.e or Schedule RC-C, Part I, item 4 of
the Report of Condition and Income
filed by insured commercial banks and
FDIC-supervised savings banks; or
Schedule SC300, SC303 or SC306 of the
Thrift Financial Report filed by sav-
ings associations (or equivalent suc-
cessor schedules).

Small farm loans means loans secured
primarily by farmland that are within
the legal lending limit of the reporting
CFI member, and that are reported on
either: Schedule RC-C, Part I, item 1.a.
or 1.b. of the Report of Condition and
Income filed by insured commercial
banks and FDIC-supervised savings
banks; or Schedule SC260 of the Thrift
Financial Report filed by savings asso-
ciations (or equivalent successor sched-
ules).

State housing finance agency or SHFA
has the meaning set forth in §926.1 of
this chapter.

State regulator means a state insur-
ance commissioner or state regulatory
entity with primary responsibility for
supervising a member borrower that is
not a federally insured depository in-
stitution.

Tangible capital means:

(1) Capital, calculated according to
GAAP, less ‘‘intangible assets’ except
for purchased mortgage servicing
rights to the extent such assets are in-
cluded in a member’s core or Tier 1
capital, as reported in the member’s
Thrift Financial Report for members
whose primary federal regulator is the
OTS, or as reported in the Report of
Condition and Income for members
whose primary federal regulator is the
FDIC, the OCC, or the FRB.

(2) Capital calculated according to
GAAP, less intangible assets, as de-
fined by a Bank for members that are
not regulated by the OTS, the FDIC,
the OCC, or the FRB; provided that a
Bank shall include a member’s pur-
chased mortgage servicing rights to
the extent such assets are included for

12 CFR Ch. IX (1-1-06 Edition)

the purpose of meeting regulatory cap-
ital requirements.

[68 FR 29469, May 20, 1993, as amended at 58
FR 29477, May 20, 1993; 59 FR 2949, Jan. 20,
1994; 62 FR 8871, Feb. 27, 1997; 62 FR 12079,
Mar. 14, 1997; 63 FR 35128, June 29, 1998; 63 FR
65545, Nov. 27, 1998; 64 FR 16621, Apr. 6, 1999;
65 FR 8262, Feb. 18, 2000; 656 FR 44428, July 18,
2000; 66 FR 50295, Oct. 3, 2001; 67 FR 12850,
Mar. 20, 2002]

§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
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