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Bank or group of Banks pursuant to 
§ 1268.8. 

(2) Only qualified insurers may pro-
vide private loan insurance on AMA el-
igible assets or the loan or pool insur-
ance allowed as part of the credit en-
hancement structure for AMA products 
under paragraphs (c)(2)(ii) or (iii) of 
this section. 

(f) Appropriate methodology for calcu-
lating credit enhancement. A Bank shall 
use a model and methodology for esti-
mating the amount of credit enhance-
ment for an asset or pool. A Bank shall 
provide to FHFA upon request informa-
tion about the model and methodology, 
including and without limitation re-
sults of any model runs and the results 
of any tests of the model performed by 
the Bank. FHFA reserves the right to 
direct a Bank to make changes to its 
model and methodology, and a Bank 
promptly shall institute any such 
FHFA-directed changes. 

§ 1268.6 Servicing of AMA loans. 

(a) Servicing of AMA loans may be 
performed by or transferred to any in-
stitution, including an institution that 
is not a member of the Bank System, 
provided that the loans, after such 
transfer, continue to meet all require-
ments to qualify as AMA under 
§§ 1268.3, 1268.4, and 1268.5. 

(b) The transfer of mortgage serv-
icing rights and responsibilities must 
be approved by the Bank or Banks that 
own the loan or a participation inter-
est in the loan. 

(c) A Bank shall have in place poli-
cies and procedures to ensure that the 
transfer of mortgage servicing rights 
does not negatively affect the credit 
enhancement on the loans in question 
or substantially increase the Bank’s 
exposure to the credit risk for the asset 
or pool. 

§ 1268.7 Reporting requirements for 
acquired member assets. 

Each Bank shall report information 
related to AMA in accordance with the 
instructions provided in the Data Re-
porting Manual issued by FHFA, as 
amended from time to time. 

§ 1268.8 Administrative transactions 
and agreements between Banks. 

(a) Delegation of administrative duties. 
A Bank may delegate the administra-
tion of an AMA program to another 
Bank whose administrative office has 
been examined and approved by FHFA, 
or previously examined and approved 
by the Federal Housing Finance Board, 
to process AMA transactions. The ex-
istence of such a delegation, or the pos-
sibility that such a delegation may be 
made, must be disclosed to any poten-
tial participating financial institution 
as part of any AMA-related agreements 
signed with that participating finan-
cial institution. A Bank may contract 
with one or more parties, including 
without limitation another Bank, to 
provide services related to the adminis-
tration of its own AMA program or the 
AMA program of another Bank for 
which it has been delegated adminis-
trative responsibility, without the ne-
cessity for further disclosure to the 
participating financial institutions. 

(b) Termination of agreements. Any 
agreement made between two or more 
Banks in connection with the adminis-
tration of any AMA program may be 
terminated by any party after a rea-
sonable notice period. 

(c) Delegation of pricing authority. A 
Bank that has delegated its AMA pric-
ing function to another Bank shall re-
tain a right to refuse to acquire AMA 
at prices it does not consider appro-
priate, pursuant to contractual provi-
sions among the parties. 

PART 1269—STANDBY LETTERS OF 
CREDIT 

Sec. 
1269.1 Definitions. 
1269.2 Standby letters of credit on behalf of 

members. 
1269.3 Standby letters of credit on behalf of 

housing associates. 
1269.4 Obligation to Bank under all standby 

letters of credit. 
1269.5 Additional provisions applying to all 

standby letters of credit. 

AUTHORITY: 12 U.S.C. 1429, 1430, 1430b, 1431, 
4511, 4513 and 4526. 

SOURCE: 63 FR 65699, Nov. 30, 1998, unless 
otherwise noted. Redesignated at 65 FR 8256, 
Feb. 18, 2000, and further redesignated at 67 
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FR 12853, Mar. 20, 2002, and 75 FR 8240, Feb. 
24, 2010. 

§ 1269.1 Definitions. 
As used in this part: 
Applicant means a person or entity at 

whose request or for whose account a 
standby letter of credit is issued. 

Beneficiary means a person or entity 
who, under the terms of a standby let-
ter of credit, is entitled to have its 
complying presentation honored. 

Community lending means providing 
financing for economic development 
projects for targeted beneficiaries, and, 
for community financial institutions 
(as defined in § 1263.1 of this title), pur-
chasing or funding small business 
loans, small farm loans or small agri- 
business loans (as defined in § 1266.1 of 
this chapter). 

Confirm means to undertake, at the 
request or with the consent of the 
issuer, to honor a presentation under a 
standby letter of credit issued by a 
member or housing associate. 

Document means a draft or other de-
mand, document of title, investment 
security, certificate, invoice, or other 
record, statement, or representation of 
fact, law, right, or opinion that is pre-
sented under the terms of a standby 
letter of credit. 

Issuer means a person or entity that 
issues a standby letter of credit. 

Presentation means delivery of a doc-
ument to an issuer, or an entity that 
has undertaken a confirmation at the 
request or with the consent of the 
issuer, for the giving of value under a 
standby letter of credit. 

Residential housing finance means: 
(1) The purchase or funding of ‘‘resi-

dential housing finance assets,’’ as that 
term is defined in § 1266.1 of this chap-
ter; or 

(2) Other activities that support the 
development or construction of resi-
dential housing. 

SHFA associate means a housing asso-
ciate that is a ‘‘state housing finance 
agency,’’ as that term is defined in 
§ 1264.1 of this chapter, and that has 
met the requirements of § 1269.3(b) of 
this chapter. 

Standby letter of credit means a defi-
nite undertaking by an issuer on behalf 
of an applicant that represents an obli-
gation to the beneficiary, pursuant to a 

complying presentation: to repay 
money borrowed by, advanced to, or for 
the account of the applicant; to make 
payment on account of any indebted-
ness undertaken by the applicant; or to 
make payment on account of any de-
fault by the applicant in the perform-
ance of an obligation. The term standby 
letter of credit does not include a com-
mercial letter of credit, or any short- 
term self-liquidating instrument used 
to finance the movement of goods. 

[63 FR 65699, Nov. 30, 1998, as amended at 65 
FR 8265, Feb. 18, 2000; 65 FR 44431, July 18, 
2000. Redesignated and amended at 67 FR 
12853, Mar. 20, 2002; 75 FR 8240, Feb. 24, 2010; 
75 FR 76623, Dec. 9, 2010; 78 FR 2324, Jan. 11, 
2013; 78 FR 67009, Nov. 8, 2013] 

§ 1269.2 Standby letters of credit on 
behalf of members. 

(a) Authority and purposes. Each Bank 
is authorized to issue or confirm on be-
half of members standby letters of 
credit that comply with the require-
ments of this part, for any of the fol-
lowing purposes: 

(1) To assist members in facilitating 
residential housing finance; 

(2) To assist members in facilitating 
community lending; 

(3) To assist members with asset/li-
ability management; or 

(4) To provide members with liquid-
ity or other funding. 

(b) Fully secured. A Bank, at the time 
it issues or confirms a standby letter of 
credit on behalf of a member, shall ob-
tain and maintain a security interest 
in collateral that is sufficient to secure 
fully the member’s unconditional obli-
gation described in § 1269.4(a)(2) of this 
part, and that complies with the re-
quirements set forth in paragraph (c) of 
this section. 

(c) Eligible collateral. (1) Any standby 
letter of credit issued or confirmed on 
behalf of a member may be secured in 
accordance with the requirements for 
advances under § 1266.7 of this chapter. 

(2) A standby letter of credit issued 
or confirmed on behalf of a member for 
a purpose described in paragraphs (a)(1) 
or (a)(2) of this section may, in addi-
tion to the collateral described in para-
graph (c)(1) of this section, be secured 
by obligations of state or local govern-
ment units or agencies, where such ob-
ligations have a readily ascertainable 
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value, can be reliably discounted to ac-
count for liquidation and other risks, 
and can be liquidated in due course. 

[63 FR 65699, Nov. 30, 1998, as amended at 65 
FR 8265, Feb. 18, 2000; 65 FR 44431, July 18, 
2000. Redesignated and amended at 67 FR 
12853, Mar. 20, 2002; 75 FR 8240, Feb. 24, 2010; 
75 FR 76623, Dec. 9, 2010; 78 FR 67009, Nov. 8, 
2013] 

§ 1269.3 Standby letters of credit on 
behalf of housing associates. 

(a) Housing associates. Each Bank is 
authorized to issue or confirm on be-
half of housing associates standby let-
ters of credit that are fully secured by 
collateral described in § 1266.17(b)(1)(i) 
or (ii) of this chapter, and that other-
wise comply with the requirements of 
this part, for any of the following pur-
poses: 

(1) To assist housing associates in fa-
cilitating residential housing finance; 

(2) To assist housing associates in fa-
cilitating community lending; 

(3) To assist housing associates with 
asset/liability management; or 

(4) To provide housing associates 
with liquidity or other funding. 

(b) SHFA associates. Each Bank is au-
thorized to issue or confirm on behalf 
of SHFA associates standby letters of 
credit that are fully secured by collat-
eral described in § 1266.17(b)(2)(i)(A),(B) 
or (C) of this chapter, and that other-
wise comply with the requirements of 
this part, for the purpose of facilitating 
residential or commercial mortgage 
lending that benefits individuals or 
families meeting the income require-
ments in section 142(d) or 143(f) of the 
Internal Revenue Code (26 U.S.C. 142(d) 
or 143(f)). 

[63 FR 65699, Nov. 30, 1998, as amended at 65 
FR 8265, Feb. 18, 2000; 65 FR 44431, July 18, 
2000; 75 FR 8240, Feb. 24, 2010; 75 FR 76623, 
Dec. 9, 2010] 

§ 1269.4 Obligation to Bank under all 
standby letters of credit. 

(a) Obligation to reimburse. A Bank 
may issue or confirm a standby letter 
of credit only on behalf of a member or 
housing associate that has: 

(1) Established with the Bank a cash 
account pursuant to 
§§ 1266.17(b)(2)(i)(B), 1266.17(d), or 1270.3 
of this chapter; and 

(2) Assumed an unconditional obliga-
tion to reimburse the Bank for value 
given by the Bank to the beneficiary 
under the terms of the standby letter 
of credit by depositing immediately 
available funds into the account de-
scribed in paragraph (a)(1) of this sec-
tion not later than the date of the 
Bank’s payment of funds to the bene-
ficiary. 

(b) Prompt action to recover funds. If a 
member or housing associate fails to 
fulfill the obligation described in para-
graph (a)(2) of this section, the Bank 
shall take action promptly to recover 
the funds that such member or housing 
associate is obligated to repay. 

(c) Obligation financed by advance. 
Notwithstanding the obligations and 
duties of the Bank and its member or 
housing associate under paragraphs (a) 
and (b) of this section, the Bank may, 
at its discretion, permit such member 
or housing associate to finance repay-
ment of the obligation described in 
paragraph (a)(2) of this section by re-
ceiving an advance that complies with 
sections 10 or 10b of the Bank Act (12 
U.S.C. 1430, 1430(b)) and part 1266 of this 
title. 

[63 FR 65699, Nov. 30, 1998, as amended at 65 
FR 8265, Feb. 18, 2000; 65 FR 44431, July 18, 
2000. Redesignated and amended at 67 FR 
12853, Mar. 20, 2002; 75 FR 8240, Feb. 24, 2010; 
75 FR 76623, Dec. 9, 2010; 78 FR 2324, Jan. 11, 
2013; 81 FR 76298, Nov. 2, 2016] 

§ 1269.5 Additional provisions apply-
ing to all standby letters of credit. 

(a) Requirements. Each standby letter 
of credit issued or confirmed by a Bank 
shall: 

(1) Contain a specific expiration date, 
or be for a specific term; and 

(2) Require approval in advance by 
the Bank of any transfer of the standby 
letter of credit from the original bene-
ficiary to another person or entity. 

(b) Additional collateral provisions. (1) 
A Bank may take such steps as it 
deems necessary to protect its secured 
position on standby letters of credit, 
including requiring additional collat-
eral, whether or not such additional 
collateral conforms to the require-
ments of § 1269.2 or § 1269.3.3 of this 
part. 

(2) Collateral pledged by a member or 
housing associate to secure a letter of 
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credit issued or confirmed on its behalf 
by a Bank shall be subject to the provi-
sions of §§ 1266.7(d), 1266.7(e), 1266.8, 
1266.9 and 1266.10 of this chapter. 

[63 FR 65699, Nov. 30, 1998, as amended at 65 
FR 8265, Feb. 18, 2000; 65 FR 44431, July 18, 
2000. Redesignated and amended at 67 FR 
12853, Mar. 20, 2002; 75 FR 8240, Feb. 24, 2010] 

PART 1270—LIABILITIES 

Subpart A—Definitions 

Sec. 
1270.1 Definitions. 

Subpart B—Sources of Funds 

1270.2 Authorized liabilities. 
1270.3 Deposits from members. 

Subpart C—Consolidated Obligations 

1270.4 Issuance of consolidated obligations. 
1270.5 Bank operations. 
1270.6 Transactions in consolidated obliga-

tions. 
1270.7 Lost, stolen, destroyed, mutilated or 

defaced consolidated obligations. 
1270.8 Administrative provision. 
1270.9 Conditions for issuance of consoli-

dated obligations. 
1270.10 Joint and several liability. 
1270.11 Savings clause. 

Subpart D—Book-Entry Procedure for 
Consolidated Obligations 

1270.12 Law governing rights and obliga-
tions of Banks, FHFA, Office of Finance, 
United States and Federal Reserve 
Banks; rights of any Person against 
Banks, FHFA, Office of Finance, United 
States and Federal Reserve Banks. 

1270.13 Law governing other interests. 
1270.14 Creation of Participant’s Security 

Entitlement; security interests. 
1270.15 Obligations of the Banks and the Of-

fice of Finance; no Adverse Claims. 
1270.16 Authority of Federal Reserve Banks. 
1270.17 Liability of Banks, FHFA, Office of 

Finance and Federal Reserve Banks. 
1270.18 Additional requirements; notice of 

attachment for Book-entry consolidated 
obligations. 

1270.19 Reference to certain Department of 
Treasury commentary and determina-
tions. 

1270.20 Consolidated obligations are not ob-
ligations of the United States or guaran-
teed by the United States. 

AUTHORITY: 12 U.S.C. 1431, 1432, 1435, 4511, 
4512, 4513, and 4526. 

SOURCE: 76 FR 18369, Apr. 4, 2011, unless 
otherwise noted. 

Subpart A—Definitions 
§ 1270.1 Definitions. 

As used in this part, unless the con-
text otherwise requires or indicates: 

Adverse Claim means a claim that a 
claimant has a property interest in a 
Book-entry consolidated obligation 
and that it is a violation of the rights 
of the claimant for another Person to 
hold, transfer, or deal with the Secu-
rity. 

Book-entry consolidated obligation 
means a consolidated obligation main-
tained in the book-entry system of the 
Federal Reserve Banks. 

Consolidated obligation means any 
bond, debenture or note on which the 
Banks are jointly and severally liable 
and which was issued under section 11 
of the Bank Act (12 U.S.C. 1431) and in 
accordance with any implementing 
regulations, whether or not such in-
strument was originally issued jointly 
by the Banks or by the Federal Hous-
ing Finance Board on behalf of the 
Banks. 

Deposits in banks or trust companies 
means: 

(1) A deposit in another Bank; 
(2) A demand account in a Federal 

Reserve Bank; 
(3) A deposit in, or a sale of Federal 

funds to: 
(i) An insured depository institution, 

as defined in section 2(9)(A) of the 
Bank Act (12 U.S.C. 1422(9)(A)), that is 
designated by a Bank’s board of direc-
tors; 

(ii) A trust company that is a mem-
ber of the Federal Reserve System or 
insured by the FDIC, and is designated 
by a Bank’s board of directors; or 

(iii) A U.S. branch or agency of a for-
eign bank, as defined in the Inter-
national Banking Act of 1978, as 
amended (12 U.S.C. 3101 et seq.), that is 
subject to the supervision of the Fed-
eral Reserve Board, and is designated 
by a Bank’s board of directors. 

Entitlement Holder means a Person or 
a Bank to whose account an interest in 
a Book-entry consolidated obligation is 
credited on the records of a Securities 
Intermediary. 

Federal Reserve Bank means a Federal 
Reserve Bank or branch, acting as fis-
cal agent for the Office of Finance, un-
less otherwise indicated. 
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