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§ 931.3
unrestricted retained
shares of Class B stock.

§ 931.1 Classes of capital stock.
The authorized capital stock of a
Bank shall consist of the following instruments:
(a) Class A stock, which shall:
(1) Have a par value as determined by
the board of directors of the Bank and
stated in the Bank’s capital plan;
(2) Be issued, redeemed, and repurchased only at its stated par value; and
(3) Be redeemable in cash only on sixmonths written notice to the Bank.
(b) Class B stock, which shall:
(1) Have a par value as determined by
the board of directors of the Bank and
stated in the Bank’s capital plan;
(2) Be issued, redeemed, and repurchased only at its stated par value;
(3) Be redeemable in cash only on
five-years written notice to the Bank;
and
(4) Confer an ownership interest in
the retained earnings, surplus, undivided profits, and equity reserves of the
Bank; and
(c) Any one or more subclasses of
Class A or Class B stock, each of which
may have different rights, terms, conditions, or preferences as may be authorized in the Bank’s capital plan,
provided, however, that each subclass
of stock shall have all of the characteristics of its respective class, as specified in paragraph (a) or (b) of this section.

earnings

§ 931.3 Minimum investment in capital
stock.
(a) A Bank shall require each member to maintain a minimum investment in the capital stock of the Bank,
both as a condition to becoming and remaining a member of the Bank and as
a condition to transacting business
with the Bank or obtaining advances
and other services from the Bank. The
amount of the required minimum investment shall be determined in accordance with the Bank’s capital plan
and shall be sufficient to ensure that
the Bank remains in compliance with
its minimum capital requirements. A
Bank shall require each member to
maintain its minimum investment for
as long as the institution remains a
member of the Bank and for as long as
the member engages in any activity
with the Bank against which the Bank
is required to maintain capital.
(b) A Bank may establish the minimum investment required of each
member as a percentage of the total assets of the member, as a percentage of
the advances outstanding to the member, as a percentage of any other business activity conducted with the member, on any other basis that is approved
by the Finance Board, or any combination thereof.
(c) A Bank may require each member
to satisfy the minimum investment requirement through the purchase of either Class A or Class B stock, or
through the purchase of one or more
combinations of Class A and Class B
stock that have been authorized by the
board of directors of the Bank in its
capital plan. A Bank, in its discretion,
may establish a lower minimum investment for members that invest in Class
B stock than is required for members
that invest in Class A stock, provided
that such reduced investment provides
sufficient capital for the Bank to remain in compliance with its minimum
capital requirements.
(d) Each member of a Bank shall at
all times maintain an investment in
the capital stock of the Bank in an
amount that is sufficient to satisfy the
minimum investment required for that

§ 931.2 Issuance of capital stock.
(a) In general. A Bank may issue either one or both classes of its capital
stock (including subclasses), as authorized by § 931.1, and shall not issue any
other class of capital stock. A Bank
shall issue its stock only to its members and only in book-entry form, and
the Bank shall act as its own transfer
agent. All capital stock shall be issued
in accordance with the Bank’s capital
plan.
(b) Initial issuance. In connection
with the initial issuance of its Class A
and/or Class B stock (or any subclass of
either), a Bank may issue such stock in
exchange for its existing stock,
through a conversion of its existing
stock, or through any other fair and
equitable transaction or method of distribution. As part of its initial stock
issuance transaction, a Bank may distribute any portion of its then-existing
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member in accordance with the Bank’s
capital plan.

imum amount of Bank stock that it is
required to hold as a condition of membership. Any such stock transfers shall
be at par value and shall be effective
upon being recorded on the appropriate
books and records of the Bank. The
Bank may, in its capital plan, require a
member to receive the approval of the
Bank before a transfer of the Bank’s
stock, as allowed under this section, is
completed.

[66 FR 8310, Jan. 30, 2001, as amended at 70
FR 9510, Feb. 28, 2005]

§ 931.4

Dividends.

(a) In general. A Bank may pay dividends on Class A or Class B stock, including any subclasses of such stock,
only out of previously retained earnings or current net earnings, and shall
declare and pay dividends only as provided by its capital plan. The capital
plan may establish different dividend
rates or preferences for each class or
subclass of stock, which may include a
dividend that tracks the economic performance of certain Bank assets, such
as Acquired Member Assets. A member,
including a member that has provided
the Bank with a notice of intent to
withdraw from membership or one
whose membership is otherwise terminated, shall be entitled to receive any
dividends that a Bank declares on its
capital stock while the member owns
the stock.
(b) Limitation on payment of dividends.
In no event shall a Bank declare or pay
any dividend on its capital stock if
after doing so the Bank would fail to
meet any of its minimum capital requirements, nor shall a Bank that is
not in compliance with any of its minimum capital requirements declare or
pay any dividend on its capital stock.

[66 FR 8310, Jan. 30, 2001, as amended at 66
FR 54108, Oct. 26, 2001]

§ 931.7 Redemption and repurchase of
capital stock.
(a) Redemption. A member may have
its capital stock in a Bank redeemed
by providing written notice to the
Bank in accordance with this section.
For Class A stock, a member shall provide six-months written notice, and for
Class B stock a member shall provide
five-years written notice. The notice
shall indicate the number of shares of
Bank stock that are to be redeemed,
and a member shall not have more
than one notice of redemption outstanding at one time for the same
shares of Bank stock. A member may
cancel a notice of redemption by so informing the Bank in writing, and the
Bank may impose a fee (to be specified
in its capital plan) on any member that
cancels a pending notice of redemption.
At the expiration of the applicable notice period, the Bank shall pay the
stated par value of that stock to the
member in cash. A request by a member (whose membership has not been
terminated) to redeem specific shares
of stock shall automatically be cancelled if the Bank is prevented from redeeming the member’s stock by paragraph (c) of this section within five
business days from the end of the expiration of the applicable redemption notice period because the member would
fail to maintain its minimum investment in the stock of the Bank after
such redemption. The automatic cancellation of a member’s redemption request shall have the same effect as if
the member had cancelled its notice to
redeem stock prior to the end of the redemption notice period, and a Bank
may impose a fee (to be specified in its
capital plan) for automatic cancellation of a redemption request. A Bank

[66 FR 8310, Jan. 30, 2001, as amended at 66
FR 54108, Oct. 26, 2001]

§ 931.5 Liquidation, merger, or consolidation.
The respective rights of the Class A
and Class B stockholders, in the event
that the Bank is liquidated, or is
merged or otherwise consolidated with
another Bank, shall be determined in
accordance with the capital plan of the
Bank.
§ 931.6

Transfer of capital stock.

A Bank in its capital plan may allow
a member to transfer any excess capital stock of the Bank to another member of that Bank or to an institution
that has been approved for membership
in that Bank and that has satisfied all
conditions for becoming a member,
other than the purchase of the min-
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