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(i) Keep itself informed of the general
character and amount of the loans and
investments of a depository institution
as provided in section 4(8) of the Fed-
eral Reserve Act (12 U.S.C. 301); and

(ii) Consider such information in de-
termining whether to extend credit.

(d) Indirect credit for others. Except for
depository institutions that receive
primary credit as described in §201.4(a),
no depository institution shall act as
the medium or agent of another deposi-
tory institution in receiving Federal
Reserve credit except with the permis-
sion of the Federal Reserve Bank ex-
tending credit.

[Reg. A, 67 FR 67786, Nov. 7, 2002]

§201.4 Availability and terms of credit.

(a) Primary credit. A Federal Reserve
Bank may extend primary credit on a
very short-term basis, usually over-
night, as a backup source of funding to
a depository institution that is in gen-
erally sound financial condition in the
judgment of the Reserve Bank. Such
primary credit ordinarily is extended
with minimal administrative burden on
the borrower. A Federal Reserve Bank
also may extend primary credit with
maturities up to a few weeks as a
backup source of funding to a deposi-
tory institution if, in the judgment of
the Reserve Bank, the depository insti-
tution is in generally sound financial
condition and cannot obtain such cred-
it in the market on reasonable terms.
Credit extended under the primary
credit program is granted at the pri-
mary credit rate.

(b) Secondary credit. A Federal Re-
serve Bank may extend secondary cred-
it on a very short-term basis, usually
overnight, as a backup source of fund-
ing to a depository institution that is
not eligible for primary credit if, in the
judgment of the Reserve Bank, such a
credit extension would be consistent
with a timely return to a reliance on
market funding sources. A Federal Re-
serve Bank also may extend longer-
term secondary credit if the Reserve
Bank determines that such credit
would facilitate the orderly resolution
of serious financial difficulties of a de-
pository institution. Credit extended
under the secondary credit program is
granted at a rate above the primary
credit rate.

§201.4

(c) Seasonal credit. A Federal Reserve
Bank may extend seasonal credit for
periods longer than those permitted
under primary credit to assist a small-
er depository institution in meeting
regular needs for funds arising from ex-
pected patterns of movement in its de-
posits and loans. An interest rate that
varies with the level of short-term
market interest rates is applied to sea-
sonal credit.

(1) A Federal Reserve Bank may ex-
tend seasonal credit only if:

(i) The depository institution’s sea-
sonal needs exceed a threshold that the
institution is expected to meet from
other sources of liquidity (this thresh-
old is calculated as a certain percent-
age, established by the Board of Gov-
ernors, of the institution’s average
total deposits in the preceding calendar
year); and

(ii) The Federal Reserve Bank is sat-
isfied that the institution’s qualifying
need for funds is seasonal and will per-
sist for at least four weeks.

(2) The Board may establish special
terms for seasonal credit when deposi-
tory institutions are experiencing un-
usual seasonal demands for credit in a
period of liquidity strain.

(d) Emergency credit for others. In un-
usual and exigent circumstances and
after consultation with the Board of
Governors, a Federal Reserve Bank
may extend credit to an individual,
partnership, or corporation that is not
a depository institution if, in the judg-
ment of the Federal Reserve Bank,
credit is not available from other
sources and failure to obtain such cred-
it would adversely affect the economy.
If the collateral used to secure emer-
gency credit consists of assets other
than obligations of, or fully guaranteed
as to principal and interest by, the
United States or an agency thereof,
credit must be in the form of a dis-
count and five or more members of the
Board of Governors must affirmatively
vote to authorize the discount prior to
the extension of credit. Emergency
credit will be extended at a rate above
the highest rate in effect for advances
to depository institutions.

(e) Term auction facility. (1) A Federal
Reserve Bank may make an advance to
a depository institution pursuant to an



§201.5

auction conducted under this para-
graph and at the rate specified in
§201.51(e) if, in the judgment of the Re-
serve Bank, the depository institution
is in generally sound financial condi-
tion and is expected to remain in that
condition during the term of the ad-
vance. An auction under this paragraph
shall be conducted subject to such con-
ditions, including conditions regarding
the participants, size and duration of
the facility, minimum bid amount,
maximum bid amount, term of ad-
vance, minimum bid rate, use of pro-
ceeds, and schedule of auction dates, as
the Board may establish from time to
time in connection with the term auc-
tion facility. The Board may appoint
one or more Reserve Banks or others to
conduct the auction.

(2) Authorization for the term auc-
tion facility established by §201.4(e)(1)
shall expire on such date as set by the
Board.

[Reg. A, 67 FR 67786, Nov. 7, 2002, as amended
at 72 FR 71203, Dec. 17, 2007]

§201.5 Limitations on availability and
assessments.

(a) Lending to undercapitaliced insured
depository institutions. A Federal Re-
serve Bank may make or have out-
standing advances to or discounts for a
depository institution that it knows to
be an undercapitalized insured deposi-
tory institution, only:

(1) If, in any 120-day period, advances
or discounts from any Federal Reserve
Bank to that depository institution are
not outstanding for more than 60 days
during which the institution is an
undercapitalized insured depository in-
stitution; or

(2) During the 60 calendar days after
the receipt of a written certification
from the chairman of the Board of Gov-
ernors or the head of the appropriate
federal banking agency that the bor-
rowing depository institution is viable;
or

(3) After consultation with the Board
of Governors. In unusual cir-
cumstances, when prior consultation
with the Board is not possible, a Fed-
eral Reserve Bank should consult with
the Board as soon as possible after ex-
tending credit that requires consulta-
tion under this paragraph (a)(3).
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(b) Lending to critically undercapital-
ized insured depository institutions. A
Federal Reserve Bank may make or
have outstanding advances to or dis-
counts for a depository institution that
it knows to be a critically under-
capitalized insured depository institu-
tion only:

(1) During the 5-day period beginning
on the date the institution became a
critically undercapitalized insured de-
pository institution; or

(2) After consultation with the Board
of Governors. In unusual cir-
cumstances, when prior consultation
with the Board is not possible, a Fed-
eral Reserve Bank should consult with
the Board as soon as possible after ex-
tending credit that requires consulta-
tion under this paragraph (b)(2).

(c) Assessments. The Board of Gov-
ernors will assess the Federal Reserve
Banks for any amount that the Board
pays to the FDIC due to any excess loss
in accordance with section 10B(b) of
the Federal Reserve Act. Each Federal
Reserve Bank shall be assessed that
portion of the amount that the Board
of Governors pays to the FDIC that is
attributable to an extension of credit
by that Federal Reserve Bank, up to 1
percent of its capital as reported at the
beginning of the calendar year in which
the assessment is made. The Board of
Governors will assess all of the Federal
Reserve Banks for the remainder of the
amount it pays to the FDIC in the
ratio that the capital of each Federal
Reserve Bank bears to the total capital
of all Federal Reserve Banks at the be-
ginning of the calendar year in which
the assessment is made, provided, how-
ever, that if any assessment exceeds 50
percent of the total capital and surplus
of all Federal Reserve Banks, whether
to distribute the excess over such 50
percent shall be made at the discretion
of the Board of Governors.

[Reg. A, 67 FR 67787, Nov. 7, 2002]

§201.51 Interest rates applicable to
credit extended by a Federal Re-
serve Bank.!

(a) Primary credit. The interest rates

for primary credit provided to deposi-
tory institutions under §201.4(a) are:

secondary, and seasonal
credit rates described in this section apply to



