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CHAPTER.  Statutory Requirenents PAGE: 1 of 2

SUBJECT: Duly Organi zed DATE:  Novenber 17, 1993
L PURPCSE. This section sets forth procedures to determne if

an Applicant neets the statutory eligibility requirenent
that the institution "is duly organized under the |aws of
any State or of the United States.™”

2. REFERENCE. Federal Hone Loan Bank Act, 12 U S.C. § 1424
(a)(1)(A); 12 CFR 8§ 933.4(a)(l).

3. SPECI AL CONDI TI ONS.
o None.



STATUTORY REQUI REMENT: DULY ORGANI ZED

The Applicant "is duly organi zed under the
|aws of any State or of the United States.™

Backgr ound

The statutory requirenent stipulates that the Applicant be

duly organi zed under federal or state laws. To date, this

requirenent has not posed any unusual policy questions for

applicants.

Il.  Docunentation
The follow ng nmust be included in the digest:

1. The Applicant's organization and the nanes of any hol ding
conpani es (both inmmediate and top tier), if applicable. The
FHLBank nust [ist any depository institution subsidiaries,

i ndi cating which are FHLBank menbers. State the consolidated
asset size of the top-tier holding conpany and the date of the
information in the digest. If the date of the holdin
conpany's consolidated assets differs from the date of the
Applicant's asset size, please explain.

2. Wiere and when the Applicant was organized and chartered as
well as the charter type (e.g., insurance conpany, nationa
bank, state-chartered commercial bank, federal credit union
state-chartered savings bank).

3. The |aws under which the Applicant was organi zed (e.g.
banking, corporate, insurance) and the jurisdiction thereof
(i.e., federal, or state-specific, references should be
gi ven).

II'l, Special Conditions
o None.

NOTE: Applicants that fail this requirement are ineligible for

menber shi p.
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CHAPTER.  Statutory Requirenents PACE: 1 of 2
SUBJECT:  Subject to Inspection DATE:  Novenber 17, 1993

and- Regul at i on-

1. PURPCSE.  This section sets forth Iprocedures to determne if
an Applicant neets the statutory eligibility requirenent that
the institution "is subject to inspection and regul ation under
the banking laws, or under simlar laws, of the State or of
the United States."”

2. REFERENCE. Federal Hone Loan Bank Act, 12 U S.C. § 1424
(a)(1)(B); 12 CF.R 8§ 933.4(a)(2).

3. SPECI AL CONDI TI ONS.
o None.



STATUTORY REQUI REMENT:  SUBJECT TO | NSPECTI ON AND REGULATI ON

The Applicant "is subject to inspection and
regul ati on under the banking |aws, or under simlar
laws, of the State or of the United States."

Backar ound

An Applicant nust be subject to inspection and regul ation
under banki ng or simlar laws of a state or federal regulatory
agency. at this requirenent has not posed any unusual 1Sssues
as the fi nanC| aI institution charter types of Applicants have been
regul ated by either a state or federal regulatory agency.

1. Docunent ati on

An a pllcatlon and digest should clearly identify the
regul ator(s) and the I'quns iction of the regulator(s). Al
agencies regulating the Applicant at the federal and state |evel
(rncluding situations in ich the Aﬁphcant I's regulated by nore
t han one state) should be noted in the digest. -Acceptable
rSeguI ators include the following: FDC, FRB, NCUA, OCC, OIS and
tat e.

The digest should note if the Applicant is a nmenber of the
Federal Reserve System

I1l. Special Conditions

o None.

NOTE: Applicants that fail this requirenent are ineligible for
menber shi p.
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VOLUME: Mermber ship Applications CHAPTER: [1-C
CHAPTER.  Statutory Requirenents PAGE: 1 of 4
SUBJECT: Makes Long-term Home DATE: Novenber 17, 1993

Mort gage Loans

PURPCSE. This section sets forth Frocedures to determne if
an Applicant neets the statutory eligibility requirenment that
the institution "makes such home nortgage |oans as, in the
judgment of the Board, are long-term | oans."

REFERENCE. Federal Home Loan Bank Act, 12 U S.C. § 1424
(a)(1)(Q; 12 CFR 88 933.1(i), (1), 933.4(a)(3).

SPECI AL CONDI Tl ONS.

o Delegation criteria. An Applicant satisfies this statutory

requirenment for purposes of del egated approval if the
institution makes |ong-term hone nortgage | oans.

o Home nortgage loans with a maturity of less than 5 years.

The FHLBank must provide justification for approval of an
Applicant that does not neet the regulatory definition.

o Mrtgage banking operation

o QOher assets may be included as "home nortgage |oans"
subject to Finance Board approval on a case-by-case basis.



STATUTORY REQUI REMENT:  MAKES LONG TERM HOVE MORTGAGE LOANS

The Applicant "nmakes such home nortgage |oans as,
in the judgment of the Board, are long-term |oans."”

| Backar ound

Long-term hone nDrtga%e | oans have been defined by regulation
as hone nortgage loans wth a termto maturity of five years or
nmore or any other termto naturity which the Finance Board in its,
discretion determnes is long-term An Applicant may also qualify
under this section by purchasing and holding eligible

nort gage- backed securities.

The regulation provides that the follow ng donestic assets
qualify as "home nortgage |oans": |oans secured by first liens on
one-to-four famly or nulti-famly property, including |oans
secured by first liens on certain |easeholds, realty nmanufactured
housing, dormtories, retirement hones, nursing hones, and
si ngl e-room occupancy properties. Conbination farm or business
| oans may be included tor purposes of the "makes" requirenment as
long as at l|east 50 percent of the total appraised value of the
combi ned pro ert% is attributable to the residential portion of the
property. El i gible nortgage pass-through securities are also
I ncludabl e, but collateralized nortgage obligations are not
eligible for inclusion for purposes of the "nmakes" requirenent.

[, Docunent ati on

1. Asset s qualifyin% under the "nakes" test nust be disclosed by
type including the total dollar anount and the total as a
percentage of assets. The attached worksheet-(Exhibit A)
provides a working approach for determ ning whether an
Aﬂpllcant satisfies this statutory requirement and conpiling
the necessary information for the digest. The worksheet nust
be included In the documentation sent to the Finance Board.

2. The maturity and anortization of home nortgage |oans being
used to qualify under this statutory requirenment should be
stated. State whether these |oans are being originated
presently or are being purchased.

3. Mort gage- backed securities ("MBS') nust be disclosed as a dol -
lar volume and a percentage of total assets. [|f the Applicant
Is being qualified on the basis of MBS state so in the digest.

4. The FHLBank nust have docunentation from the Applicant
concerning the qualifying |ong-term hone nortgage |oans. Cal
Report data (or other financial statenents filed with the
appropriate regulator) mnmust be used to confirm qualification
under this requirenent.

2



STATUTORY REQUI REMENT:  MAKES LONG TERM HOME MORTGAGE LOANS

Speci al Condi tions

Del egation criteria. An Afplicant satisfies this statutory
requi renent for purposes of delegated approval if the
institution nmakes |ong-term honme nortgage | oans.

Home nortgage loans with a maturity of less than five ﬁears.
[f the Applicant does not hold home nortgage loans with a
maturity of five years or greater, the FHLBank nust describe
in detail the hone nortgage loans with a shorter duration it
believes qualifies the Applicant as making "long-terni hone
nort gage | oans.

The digest should contain a description of the terms of the
hone nortgage |oans, including: the dollar amunt; the
anortization schedule; whether there are balloon paynents
maturities; and whether and under what conditions the
Applicant would "roll over" or refinance nortgages at
maturity. Al so note whether balloon nortgage |oan rollover
approvals are based only on a new rate acceﬁtance by the
borrower; whether any additional fees are charged at the
rollover date, and if so, for what purpose; and how often
rol l overs are approved or denied.

The FHLBank's counsel nust provide as an attachment to the
digest a signed opinion wth docunentation and analysis
supporting why the loan product qualifies as "long-ternt.

Applicants that do not satisfy the five years-or-nore

requi renent are considered exceptions and are not eligible for
processing under the del egated application aﬁproval process
(See Chapter IV). They may be approved by the Finance Board,
In its discretion, on a case-by-case basis.

Mortgage banking operation. If the qualifying home nortgage
| oans are being purchased and sold but not held, (i.e.,
engagi ng in nortgage banking), please provide docunentation
indicating the dollar volune and nunber of nortgage-backed
securities issues or other hone nortgage |oans.

Addi tional docunentation confirmng the existence of such
transactions may also be required, particularly if there is no
evi dence of qualifying home nortgage |oans on the nost recent
Call Report or appropriate financial statements. A witten
confirmation of nortgage-backed securities or whole |oan
transactions would be sufficient.

If the Applicant does not satisfy the definition of makes
| ong-term hone nortgage |oans, the Applicant may still qualify
for menbership approval on a case-by-case basis.

3



Exhibit A

MAKES LONG TERM HOVE MORTGAGE LOANS:
ASSESSMENT  WORKSHEET

Place an (X) next to all of the long-term hone nDrtPage | oans nade
by the Applicant (include loans originated that wll subsequently
be sold wthin the secondary market and those originated through
subsi di ari es):

Oiginal Mturity Fi xed Rate Variable Rate Anortization Period

S-year ball oon: years
7-year balloon: years
| o-year ball oon: years
15-year: years
30-year: years
Q her:

QO her comments regarding hone nortgage |oan prograns offered:




Membership Applications
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VOLUME: Menber ship Applications CHAPTER  II-D
CHAPTER  Statutory Requirenents PAGE: 1 of 4
SUBJECT: 10 Percent Residenti al DATE: Novenber 17, 1993,

Mort gage Loans

PURPCSE. This section sets forth procedures to determne if
an Applicant meets the statutory eligibility requirenent that
the Institution "has at |east 10 percent of its total assets
in residential nortgage |oans".

REFERENCE. Federal Hone Loan Bank Act, 12 U S.C. § 1424
(a)(2)(A):; 12 CF R 88 933.1(r); 933.4(b)(l).

SPECI AL CONDI Tl ONS.

o Oher assets may be included in the 10 percent cal cul ation
subject to Finance Board approval on a case-by-case basis.



STATUTORY REQUI REMENT: 10 PERCENT RESI DENTI AL
MORTGACE LOANS REQUI REMENT

The Applicant "has at |east 10 percent of its
total assets in residential nortgage |oans."

Backagr ound

The Federal Hone Loan Bank Act requires that, in order to
qualify for nenbershlP, an insured depository institution nust have
residential nortgage loans ("RW") equal to at |east 10 percent of
total assets. Because the-statute explicitl¥ requires only insured
depository institutions to hold 10 percent of their total assets in
residential nortgage loans, the regulation does not apply the 10
percent requirement to insurance conpanies. Thus, all Af l'icants
except for insurance conpanies are required to neet the per cent
test upon aPprova!, based upon the nost recently avail able
regulatory financial statements. Once approved, an institution is
not required to maintain a 10 percent RML ratio to retain its
menber shi p.

The regul ation provides that the follow ng donestic assets are
included in the definition of "residential nortgage loans": hone
mort gage |oans; |oans secured by junior liens on one-to-four fanily
or multifamly ﬁroperty such as honme equity loans; eligible
mort gage pass-through securities; funded residential construction
| oans; home nortgage |oans secured by certain |easehold interests;
eligible nnrtgage debt securities including FNMA and FHLMC
col lateralized nortgage obligations; and privately-issued
collateralized nortgage obligations. Realty and consuner
manuf actured housing, dormitory, retirement hone, nursing home, and
si ngl e-room occupancy loans are included within this definition
Conbi nation farm or business |oans may be included for purposes of
the 10 percent requirenent as long as at |east 50 percent of the
total appraised value of the conbined property is attributable to
the residential portion of the property. Certain other assets may
be included in the 10 percent calculation, subject to Finance Board
approval on a case-by-case basis.

[. Docunent ati on

The RML ratio must be calcul ated based on quarter-end data.
The FHLBank is required to report the RV ratio to the Finance
Board in the digest.

The FHLBank may use Call Report data gor ot her appropriate
regul atory financial statenents) adjusted for information provided
by the Applicant for Call Report line itens that are not
sufficiently detailed for a precise RM. ratio calculation. The



STATUTORY REQUI REMENT: 10 PERCENT RESI DENTI AL
MORTGAGE LOANS REQUI REMENT

information provided by the Applicant nust be documented by the
plicant's internal reports which provide the data requested by

the FHLBank. The FHLBank should then conpare the reported

information to Call Report data as a "reasonability" check

[1l. Calculation of the 10% Residential Mrtgage Loans Requirenent

The following information fromthe Call Report may be used in
calculating the 10% requiremnent:

L 1-4 famly residential nortgage loans. Add RCG-C lines |.c.(l)
and (2)(a) & (b) which include construction [oans with termns
to maturity over five years. Subtract out vacant |ot |oans
and unfunded construction |oans. The ampunts of vacant |ot
| oans and unfunded construction |oans are not broken out on
the Call Report and nust be obtained from the Applicant.

2. Multifamly residential nDrt?age loans. Add RGCline 1.d
whi ch includes construction [oans with terns to maturity over
5 years. Subtract out vacant lot |oans and unfunded
construction |oans.

3. Funded residential construction loans. Add RC-C line 1.a.
whi ch includes only such loans with terms of 5 years or |ess,
but subtract out unfunded |oans, nonresidential |oans and |and
devel opnent | oans.

4, Consumer loans. Add RC-C line 6.(b) which includes nobile
hone | oans not secured by real estate, but subtract out other
consuner |oans, such as auto and educational | oans.

5. PCs & Pass-throughs. Add RC-B line4A & 4B FNMA/FHLMC
participation certificates ("PCs") and pass-throughs, RCB
line ¥ .a.(2) -- G\MA guaranteed PCs and pass-throughs, and
RC-B line 4,a.b private PCs and pass-throughs.

6. Mort gage-derivative securities. Add RGB line 4.b.(I) --
FNMY FHLMC CMOs and REM Cs, and RC-B line 4.b.m -- private
CM>s and REM Cs, and that portion of RGF line 4 -- other
assets -- representing CM residuals, HH:S

Additional loans that may be used to satisfy the 10% residenti al
nnrtgage | oans requirement, if needed, include the follow ng |oans
whi ch nust be obtained from the Applicant:

1. Conbi nation farm | oans where at |east 50% of the total
apprai sed value of the conbined property is attributable to
the residential portion of the property.



STATUTORY REQUI REMENT: 10 PERCENT RESI DENTI AL
MORTGAGE LOANS REQUI REMENT

2. Conbi nati on business |oans where at |east 50% of the total
aﬁpral sed value of the conbined property is attributable to
the residential portion of the property.

3. G her loans such as SRO, dormtory, retirenent home, nursing
home, and consumer nanufactured housing |loans. Please note
the breakdown by type of loan and dollar anount.

V. Speci al _Condi tions

1 QO her assets. Qher types of loans not listed here or in the
regulation which are residential in nature may also qualify
for the 10 percent requirement and will be reviewed by the
Fi nance Board on a case-by-case basis.

NOTE:  Applicants that fail this requirenent are ineligible for
menber shi p.
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CHAPTER  Statutory Requirenents PAGE: 1 of 2

SUBJECT:  Financial Condition DATE:  Novenber 17, 1993
L PURPOSE. This section sets forth procedures to determne if

an Applicant meetsthe statutory eligibility requirenent that
the institution's "financial condition is such that advances
may be safely nade to such institution.”

2. REFERENCE. Federal Honme Loan Bank Act, 12 U S.C. § 1424
(a)(2)(B); 12 CF. R § 933.4(a)(4).

3. SPECI AL CONDI TI ONS
o Additional justification

o Lending conditions



STATUTORY REQUI REMENT: FI NANCI AL CONDI TI ON

The Applicant's "financial condition is such that
advances may be safely made to such institution.”

Backgr ound

The financial condition of the Applicant is determned by an
analysis of the Review Standards discussed in Chapters I11-A
through I1l1-H as well as the reconmmendati ons and concl usions of
the financial condition analysis (See Chapters IV-B, IV-C and |V-D
for sanple financial condition analyses). The results of the
financial condition analysis provide critical evidence for
satisfying this statutory requirement. |f it is deternmined that an
institution's financial condition is unsatisfactory, the Applicant
must be deemed ineligible for menbership.

[. Docunent ati on

1. Recommendati on and conclusions of the financial condition
anal ysi s,

2. Satisfaction of the Review Standards set forth in Chapter I
especially the first and the third through the seventn.

3. Based on a credit review, recomendation on ability to extend
advances to the Applicant under the FHLBank's credit policies.

4, Recommendation as to whether this statutory requirenment is
net .

I1l. Special Conditions

1. Additional Justification. If an Applicant fails to satisfy
any of the general requirenents that relate to financia
condition, additional justification for approval is required.
D scussion in the financial condition analysis is particularly
important in this regard.

2. Lending Conditions. If the Applicant's financial condition is
such that the FHLBank will lend to the Applicant only on an
exception basis under the FHLBank's credit policies, please
provide an explanation for this conclusion.

NOTE: Applicants that fail this requirement are not eligible for
menber shi p.



Membership Applications
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VOLUME: Mermber ship Applications CHAPTER: Il-F
CHAPTER.  Statutory Requirenents PAGE 1 of 5
SUBJECT: Character of Managenent DATE:  Novenber 17, 1993,

and Home- Fi nanci ng
Pol i cy

PURPCSE. This section sets forth procedures to determne if
an Applicant neets the statutory eligibility requirement that
"the character of its nmanagement and its home-financing policy
are consistent with sound and econom cal home financing."

REFERENCE. Federal Hone Loan Bank act, 12 U.S.C. § 1424
(a)(2)(0; 12 CF.R 8§ 933.4(a)(5).

SPECI AL CONDI TI ONS.

o Exanples of situations that require additional
justification in order to denonstrate conpliance.



STATUTORY REQUI REMENT: CHARACTER OF NMANAGEMENT
AND HOVE- FI NANCI NG PQLI CY

"The character of [the Applicant's] nanagenent
and its hone-financing policy are consistent
with sound and econom cal hone financing."

Backgr ound

This statutory requirement has been interpreted to require
that the Applicant operate in a nmanner consistent with safe and
sound banki ng and Iending practices. It is evaluated on the
basis of the Review Standards, especially the second and the
eighth Review Standards discussed in chapters [Il1-B and I11-H

The character of nmanagenment qualification requires
subm ssion of a determnation that the Applicant, its directors
and senior officers are not subject to any crimnal, civil or
adm ni strative proceedi ngs against the designated officials or
the institution reflecting on creditworthiness, business
judgenent or noral turpitude since the |last examnation by its
rimary regulator, and that there are no known potential nonetary
labilities, material pending lawsuits or unsatisfied judgnents
against the institution. There should also be a review o
exam nation reports for any evidence of a pattern of poor
judgnment on the part of management which may be grounds for a
determnation that the institution does not conply with this
requirenent.

The Finance Board currently determ nes qualification under
the hone-financing policy requirement based on the nost recent
Community Reinvestnment Act ("CRA") rating and a review of the
Applicant's lending policies to demonstrate that established
policies are consistent wth the FHLBank System s hone-financing
mssion. In addition, the financial condition of the Applicant
Is also relevant in determning whether the Applicant is in
conpliance with this requirenent.

1. Docunent ati on

L An individual delegated the authority to sign on behalf of
the Applicant's board of directors nust certify that neither
the institution nor any of its directors or senior officers
has been the subject of any relevant crimnal, civil or
admnistrative proceeding reflecting on creditworthiness,
busi ness judgnment or noral turpitude since the |ast

examination by its primary regulator,land that there are no

nown potential monetary Itabilities, material pending

| awsuits or unsatisfied judgnments against the institution.




STATUTORY REQUI REMENT:  CHARACTER OF MANAGEMENT
AND HOME- FI NANCI NG POLI CY

o \N ‘UD\(\Q\)-U

The FHLBank ‘i s encouraged, but not required, to use a
Lexi s/ Nexis search as confirmation. See Exhibit A for a
sanple certification. This required certification
represents a change from prior policy.

CRA documentation is discussed under Chapter [I11-B

The Applicant should provide in its application to the
FHLBank a copy of its home-financing policy or equival ent
Iending policy and a list of residential nortgage products
offered detailing maturity and terns.

Speci al Condi ti ons

Presented bel ow are exanples of situations that require

additional justification in order to denmonstrate conpliance wth
the character of managenment requirenent:

1

An institution in weak or deteriorating financial condition
or wwth examnation criticisns related to problens regarding
managenent judgnment or controls. Exanples of such
critrcisms include: inadequate |oss allowance in order to

i nprove reported earnings; dividend pay-outs greater than
100 percent of net income; unsatisfactory underwiting
standards; inconsistent/inaccurate valuation nmethodol ogy; or
substantive violations of law (e.g., 8 23A - Loans to
Affiliates).

M srepresentation of financial statenents.

Lawsuits that are material in nature reflecting upon the
Applicant's decision-making or |ending operations.

Any lawsuits material in nature against the Applicant, its
directors or management nust be explained in detail in the
application and simlarly sumarized in the digest. The
FHLBank shall make a "nmateriality" determ nation using the
following guidelines: (1) dollar anount of |awsuit,

(2) potential financial exposure éless any insurance
coverage) relative to capital, and (3) nature of the

| awsuit, i.e., whether the claim arises outside of nornal
busi ness practi ces.



STATUTORY REQUI REMENT:  CHARACTER OF MANAGEMENT
AND HOVE- FI NANCI NG PQLI CY

Presented bel ow are exanples of situations that require

additional justification in order to denonstrate conpliance wth
the honme-financing policy requirenent:

1.

NOTE:

A bel ow satisfactory CRA rating (less than a "2" or |ess
than "Satisfactory"). Requires additional analysis and
justification for a recomrendation for approval. ( Chapt er
[11-B discusses this issue in greater detail).

Lack of a commtment to housing as represented by a bel ow
satisfactory housing policy or no housing policy at all, or

failure to conply wth any other factor deemed appropriate
by the FHLBank.

Applicants that fail these requirements are not eligible
for menbership.



Exhibit A

Appl i cant Narme:

Oficer Certification on
Corporate, Director, and Senior Oficer Conduct

This is to certify that, except as set forth below, neither the
Aﬁpllcant nor any of its directors or senior managenment has been
the subject of any crimnal, civil or admnistrative proceedings
reflecting on creditworthiness, business judgnent, or nora
turpitude since the nost recent examnation by the institution's
Prinary_regulator;_and that there are no known potential monetary

fabilities, material pending lawsuits, or unsatisfied judgnents
agai nst the institution,

Dat e:

Chal r man

Pr esi dent



Membership Applications

Federal Housing Finance Board
District Banks Directorate

VOLUME: Member ship Applications CHAPTER: I11-A

CHAPTER.  Revi ew Standards PACE: 1 of 5

SUBJECT: Regul atory Exam nations DATE:  Novenber 17, 1993
L PURPCSE. This section sets forth general requirenents of

and procedures for satisfying the Finance Board Review
Standard for regul atory exam nations for the financial
condition statutory requirenent.

2. REFERENCE. Federal Hone Loan Bank Act, 12 U S.C. § 1442(a);
12 CF.R 88 933.4(a)(4), 933.18(b).

3. SPECI AL CONDI Tl ONS.
0 Below satisfactory ratings
o Stale exam nations
0 State exam nations
o No exam nation

o Of-site exam nations

o

Del egati on

0 Insurance conpanies



REVI EW STANDARD:  REGULATORY EXAM NATI ONS

Backar ound

At the conclusion of both federal and state supervisory
exam nations, BIF-insured financial institutions and credit
unions receive a conposite CAMEL rating summarizing the
exam nation agency's assessnent of the institution. The rating
Is based on a "1" to "5" scale with a "1" being the best rating.
The FHLBank must review and report on the nost recent (i.e.
either state or federal) examnation findings of the Applicant.

[, Docunent ati on

1. Ootain and review the Applicant's nmpbst recent exam nation
report. In the examnation request letter, ask if the nost
recent examreport is over two years old. [|f so, ask that

the regulator indicate when the next examnation is
scheduled to occur, if possible. Provide the Applicant's
CAMEL or equivalent rating, the date of the rating and the
name of the regulatory agency in the digest.

2. In the financial condition analysis, sunmarize the _
Aﬂplicant's strengths and weaknesses (criticisnms) cited in
the exam nation and actions taken by the Applicant to
respond to exam nation weaknesses. Use a "bullet-point"
format. (See Sanpl e Anal yses, Chapter V)

3. 5bcunFnt verbal comments by regulators giving the follow ng
etails:

- Date of contact

Contact's nane and title
Agency nanme and address
Contact's tel ephone nunber

- H ghlights of the discussion

[11. Special Conditions

1. CAMEL ratings of "3" through "5" are considered bel ow
satisfactory by rating agencies. Such ratings require
addi tional documentation including evidence of the
Applicant's efforts to inprove its rating. Specifically,
note the follow ng:

0 Reasons for such rating and specific managenent actions to
i mprove the condition and/or achieve conpliance. Wen
possi bl e, provide financial ratios and data to support
%hat the condition(s) has inproved. Use a bullet-point

ormat .
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0 Copies of docunentation from the Applicant or the
Applicant's regulator to the FHLBank which clarify the
exam nation findings or confirm progress since the date of
the exam nation

o Indicate when the next examnation is scheduled to occur,

Stale Examinations. An examnation is considered to be
stal e when the nost recent examnation and CAMEL rating are
dated nore than two years prior to receipt of the
aPpI!catlon at the Finance Board. For exanple, if the
closing date of an Applicant's exam nation report was
January 1, 1990, and the application package was received at
the Finance Board after January 1, 1992, the exam nation
rating is considered "stale" and the follow ng requirenents
shal | apply:

0 Note the existence of a stale rating in the digest.

o If the examreport is stale and the regul ator does not
notify the FHLBank of the next schedul ed exam nation date
as requested, verbally confirmwth the appropriate
reﬁulator(s) that a nore recent exam nation has_not been
schedul ed or conducted, if possible. Indicate in the
di gest the contact nane and date of contact.

0 Conduct a review of the stale exam nation and report
findings as instructed above.

0 Indicate in the digest whether the Applicant's financial
condition has changed materially since the [|ast
exam nat i on. I nclude a group of short bullet-points
commrenting on asset growth, asset quality, earnings
performance, capital adequacy and growth, |oss allowance
adequacy and managenent changes. [f there have not been
material changes, a_statenent nust be included in the
digest to the effect that based upon the anal -
perfornmed in connection wth-the_genpership application
the FHLBank believes that the ' ' ' '

ndition has not chan teriall ince the |ast

e t

o Provide justification for approval based on trends in
financial condition since the nost recent exam nation.
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State Exam nations. |f the npbst recent exanm nation was
performed by a state regulatory agency, obtain the

exam nation report and rating if possible. Should the
FHLBank be refused access to the examnation report, provide
written docunmentation of the efforts undertaken to obtain

the report. The letter requesting the report and a response
fromthe regulator is preferred documentati on.

| f arrangements to share such confidential data have been
pursued wth the state, provide the letter requesting this
and any response fromthe state agency. Alternatively, note
in the digest that the FHLBank has a "blanket letter™ from
the state indicating that the state is prohibited by law to

rel ease confidential examnation-data. If the letter is
older than one year, please renew the request.

If the FHLBank is able to obtain the rating but not the

exam nation report, please indicate the rating in the digest
with the date and nane of the regulator. |In all cases, at a
mninum obtain and review the nore dated federa

exam nation report and attach all docunmentation of efforts
to secure the state exam nation report.

No Exam nation. |f the Applicant is a de novo institution
a recently nerged institution, or an institution that has
converted froma state insurance charter to a federal insur-
ance charter, an examnation may not have been conducted to
date. The lack of an examnation and justification for
approval should be stated in the "justification" section of
t he di gest. (See Chapter VII1-A for procedures related to
de novo institutions and Chapter VIII-B for procedures
related to recently nerged institutions.)

I ndicate the following in the Review Standards section

0 Reason no exam nati on has been conduct ed;

o Nane _and date of regulatory contact who confirned that no
exam nation has been conduct ed;

0 Approxi mate date of next schedul ed exam nation, if
avaiTable. Tf an exam nation has not been schedul ed,
indicate the regulator's best estimate of the date of the
next exam nati on;

o Provide a copy of the FHLBank's letter requesting a copy
of the exam nation report.
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Of-site Exam nations. There is no substitute for an
on-site visit. However, if the nost recent exam nation was
"off-site", then obtain and review the exam nation r port as
well as the nost recent "on-site" exam nation report The
"on-site" exam nation is considered the nost relevant, sSince
"of f-site exam nations" nay sianK be off-site nonitoring
and not as definitive. Provide the ratings from both

exami nations and summarize the Applicanti' s_strengith _and
weaknesses described therein. [Indicate the approxi mte date
of the next schedul ed on-site exam nation.

Del egat i on. |f the CAMEL ratings for the on-site and
off-site exans are both "1" or "2", the application is
eligible for consideration under delegation if the Applicant
qualifies under all of the other delegation criteria
discussed in Chapter V-A  [|f the CAMEL rating on either of
the two exams is a "3", the application nust be sent to the
Fi nance Board for approval

I nsurance Conpanies. |nsurance conpanies are exam ned bK
the state insurance conmi ssioner in the state in which the
conpany is chartered, but they do not receive a conposite
rating conparable to the CAMEL rating. Nevertheless, the
FHLBank should obtain the State insurance exam nation report
and summarize the results as it would for insured depository
institution Applicants.

The FHLBank should obtain two or nore current ratings from
any of the major independent rating agencies if readily
avai | abl e. | nsurance rating agencies include A°M Best,
Mbody's, Standard and Poors, Duff & Phelps, Fitch Investor
Services and Wiss Research

Provide the date, rating, rating scale and agency. A nar-
rative description of the rating, sunmary conmments by the
agency and the type of rating (such as clains-paying
ability) should also be provided. [If the insurance conpany
has not been rated by an independent agency, the lack of a
rating and the reason should be disclosed in the digest.
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VOLUME: Mermber ship Applications CHAPTER: I11-B
CHAPTER: Review Standards PAGEE 1 of 5
SUBJECT:  Community Rei nvest nent DATE:  Novenber 17, 1993

Act Performance
Eval uati ons

PURPCSE.  This section sets forth general requirements of
and procedures for satisfying the Finance Board Review
Standard for the hone-financing policy statutory

requirement.  The FHLBank must obtain and review an
Applicant's nost recent Community Reinvestnment Act ("CRA")
Performance Eval uation. |f the Applicant has not been rated

under the federal banking agencies’ revised CRA guidelines,
the FHLBank nust obtain the nost recent eval uation
containing the CRA rating.

REFERENCE. Federal Home Loan Bank Act, 12 U. S.C
§ 1424(a)(2)(C; 12C.F.R §933.4(a)(5).

SPECI AL CONDI TI ONS.

o Eval uation unavail able
o Not subject to CRA

o0 No CRA rating

0 Below satisfactory CRA rating

Revi sed CRA guidelines becane effective after July 1, 1990,

See 55 Fed. Reg. 18163.
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PERFORVANCE EVALUATI ON

Backgr ound

The CRA generally requires that thrifts and commercial banks
provide credit throughout their market area. 12 U S.C § 2901 et
§%qi The CRA defines specific requirenments of the banks and
thrifts in documenting and discharging their community investnent
responsibilities. Bank and thrift regulatory agencies supervise
and exam ne these depository institutions to determne conpliance
with the CRA

CRA Performance Eval uation reports fafter July 1, 1990ghave
descriptive ratings of "Qutstanding", " satisfactory™ s to
[ nprove", and "Substantial Nonconpliance". CRA ratings preceding

this date have nuneric ratings on a "1" to "5" scale wth a "1"
representing the best rating.

The CRA rating is to be used as part of the determ nation of
whet her the institution's "home financing policy is consistent
with sound and econom cal hone financing." plicants with CRA
ratings of "I", "2", "Qutstanding", or "Satistactory" in nost
cases are considered in conpliance with the Review Standard
related to the CRA. If the CRA rating is below "Satisfactory" or
a ", It requires additional justification for nenbership

approval .

[, Docunent ati on

L Obtain and review the Applicant's nost recent CRA _
Performance Evaluation. Provide the Applicant's CRA rating,
the date of the rating and the regulatory agency that
conducted the eval uation.

If the evaluation occurred after July 1, 1990, only a review
of the(fublic di scl osure portion of the CRA evaluation is
required.

2. Summarize the Applicant's conpliance with the CRA and
activities undertaken to achieve or naintain conpliance.

[11. Social Conditions

L Eval uation Unavail abl e. If the rating but not the actua
evaluation is available fromthe regulator, that information
should be noted in the Digest. The effort to obtain the
eval uation through the appropriate regulatory agency nust be
documented. Submt w th the digest any correspondence
related to the inability to locate the evaluation

2
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Not Subject to CRA. Credit union and insurance conpany
applicants are not subject to the CRA and, therefore, wll
not have a CRA rating. The digest for such institutions
shoul d state that a CRA rating is not required.

Informati on about the Applicant's efforts relating to its
comunity investment and housing finance activities is
required to ensure adherence to the FHLBank System s housing
finance m ssion.

- Describe in general how the Applicant has denonstrated
support for the FHLBank Systenmis housing finance m ssion

- Ootain docurmentation and a description fromthe Applicant
denonstrating how the Applicant's credit policies and
Il ending practices (if applicable) neet the credit needs
of its commnity.

No CRA Rating., If the Applicant has not had a CRA

eval uation and, therefore, does not have a CRA rating (e.g.

a de novo or a recently merged institution), that fact nust
be documented. The FHLBank must provide a discussion of how
the Applicant intends to conply with the CRA, as well as
efforts expended thus far to ensure conpliance. In

addition, the FHLBank shall request and submt a description
of how the Applicant's credit policies and |ending practices
meet the credit needs of its community.

For recently merged institutions with no CRA rating for the
nmerged entity, the FHLBank must review the CRA evaluation of
the acquirer and provide the CRA rating and the date of
evaluation for each party to the merger.

Bel ow satisfactory CRA Ratings. CRA ratings of "3, “4”

"5  "Needs to Inprove" or "Substantial Nonconpliance" are
consi dered bel ow satisfactory by the rating agencies. Such
ratings require additional docunmentation including evidence
of the Applicant's efforts to inprove its rating. Special
procedures are described bel ow

Bel ow Satisfactory CRA Ratings

Pr ocedur es

The FHLBank should list in bullet-point format the CRA
deficiencies or criticisms cited in the CRA Perfornance
Eval uation or in any conpliance exam nation report and
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assess the Applicant's efforts to respond to the stated
defi ci enci es. Supporting docunentation and the basis for
t hose assessnents nust be provided.

2. In addition to an assessnent of the Applicant's deficiencies
regarding CRA, the FHLBank should furnish, if available:
correspondence from the regulator; any follow up CRA review,
rel evant board actions concerning its efforts to correct
deficiencies; public coment regarding Applicant's CRA
progranms; and docunentation about studies or consulting work
that the Applicant has comm ssioned or done internally to
revise its policies and procedures.

3. The Applicant should furnish the FHLBank with docunentation
of its efforts to inprove its CRA deficiencies. As
appropriate, the FHLBank shoul d discuss the Applicant's
progress in correcting CRA deficiencies in order to verify
that the Applicant is making substantial progress.

Witten docunentation regarding the Applicant's satisfactory
progress is preferable to verbal conversation with the

regul ator. If witten correspondence fromthe regulator is
not provided or is insufficient to illustrate progress for
all cited deficiencies, justification for approval nust be
provided in the digest. ~Correspondence between the
regulator and either the FHLBank or the Applicant is the
preferred documentation and is likely to carry nore weight.

B. Docunent ati on

Information related to Aﬂplicants with bel ow satisfactory
CRA ratings is submtted to the Housing Finance Directorate
"HFD') for review. Continued processing of the application
epends on HFD concurrence. Al discussion and comuni cation
relating to the application nust be addressed to the D strict
Banks D rectorate.

nmust be submtted

The following information, if avail able, _
bel ow sati sfactory CRA

I
to the Finance Board for Applicants with
ratings:

a

L The public disclosure section from the Applicant's nost
recent CRA Performance Evaluation (post-July 1, 1990
exam nations);

2. The CRA rating from the evaluation prior to the nost recent
eval uati on;
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Correspondence between the Applicant and its regul ator
related to actions undertaken to inBrove the Applicant's CRA
performance including prograns established since the

eval uation;

A statement from the Applicant, as submitted to the FHLBank
regarding steps taken to inprove CRA performance subsequent
to the evaluation; and

Any additional information the Applicant chooses to submit
to present an up-to-date and accurate description of its CRA
activities.
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VOLUVE: Member ship Applications CHAPTER  1I1I-C
CHAPTER: Revi ew Standards PAGE: 1 of 4
SUBJECT:  Capital DATE:  Novenber 17, 1993

1. PURPOCSE. This section sets forth general requirements of and
procedures for satisfying the Finance Board Review Standard
for capital for the financial condition statutory
requirenent.  Generally, the institution nust be in
conpliance with its mninum regulatory capital requirenents
established by its regulator(s).

2.  REFERENCE. Federal Honme Loan Bank Act, 12 U. S.C
8§ 1424 (a)(2)(B); 12 CF.R 8§ 933.4(a)(4).

3. SPECI AL CONDI Tl ONS.
o Special capital requirenents

o Capital plans
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. Background

All financial institutions are subject to capital
requirements.  Thrifts and comercial banks are subject to
| everage and risk-weighted capital requirenents. In certain
circunstances, including for sone de novo institutions and sone
institutions under supervisory agreenents, such thrifts and
commerci al banks may be subject to additional capital
requirements.  Although credit unions do not have simlar
speci fic mandated requirenents, regulators conpare credit union
capital ratios to their peer group in reviewing their capita
adequacy. Credit unions nust transfer a certain percentage of
incone to reserves if their statutory reserves as a percent of
risk assets fall below certain prescribed |evels. | nsur ance
conpanies are typically required to maintain a certain dollar
amount of capital and surplus but not a specific capital ratio.

The required capital ratios may change fromtine to tinme.
The FHLBanks are encouraged to remmin current wth changes in
capital requirements. As it beconmes aware of such changes, the
Fi nance Board w |l communicate these changes to the FHLBanks.

The Applicant's regulatory capital requirements and actua
ratios are to be provided in the digest and financial condition
analysis. The capital information in the digest should be based
on the nost recent quarter-end regulatory report available. The
FHLBank nust obtain the information from the Applicant, as
reported to its regulator, and not calculate the ratios or assume
capital requirenents based upon the CAMEL rating. I nstitutions
with assets less than $1 billion that are well-capitalized are not
required to conplete risk-based or |everage capital reports. In
this case, the Applicant and the FHLBank may use the estimated
%apitaB ratios reported in the Uniform Bank Performance Report

"UBPR") .

[I* Docunentation

1. Commercial Banks and Thrifts

The FHLBank shall provide the name of the regulator, the
ri sk-based and |everage capital ratios, the m ninmm
requi renents for each ratio, and the date of the

cal cul ati on. The FHLBank shoul d explain the reason that
ratios other than the leverage and risk-based ratios are
required.
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In order to demonstrate conpliance with the total capital to
ri sk-wei ghted assets ratio, the FHLBank shoul d request that
the Applicant provide the actual ratio and subsequently
confirmthe calculation. For institutions that may not

be required by the regulator to calculate a risk-weighted
ratio, the FHLBank should use Call Report data to calcul ate
an estimated ratio and verify that the ratio exceeds the
mnimum requirenent. This latter option is not the
preferred nethodol ogy, as precise capital ratio calculations
require nore detailed infornmation than is provided on the
Call Report.

Capital ratios should be carried out to two decimal points.

Credit Unions

Credit unions are not required to nmeet m nimumregul atory
capital requirements. Credit union capital ratios are
conpared to their peer group in reviemng their capital
adequacy. A certalin percentage of incone nust be
transferred to reserves if the credit union's statutory
reserves as a percent of risk assets fall below 6 percent.

The FHLBank shall provide the name of the regulator and a
description of the required ratio, such as statutory
reserves to outstanding loans and risk assets. |If the
|atter ratio is less than 6 percent, a credit union is
required to make transfers of 5 percent of gross income (10
percent, if the ratio is below 4 percent). The FHLBank nust
stgte and provi de docunentation that this transfer has been
made.

nsurance Conpani es

I nsurance conpani es do not have mninum regul atory capita
requirenents.  They must sinply neet a mninum dollar anount
establ i shed upon approval of the charter.

Absent regulatory requirenents, the FHLBank nust analyze the
adequacy of the conpany's capital relative to the insurance
industry and to its peer group. The FHLBank will take into
account such factors as the conpany's investnent strategy,.
product mx and ability to raise additional capital
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The insurance industry is currently in the process of

devel oping a measure for appropriate |levels of risk
adjusted capital. This neasure, once approved by

the National Association of Insurance Conm ssioners|
é"NAICﬁ, shal | becone a requirement of the application
igest. In the interim the FHLBank must provide an
estimate of the conpany's risk adjusted capital ratio from
the Insurstat report.

Special Conditions

Special Capital Requirements. Additional capital ratios
and hi gher requirenents nust be noted in the digest.
Exanpl es of institutions that may have special capital

requi renents include de novo institutions and institutions
under supervisory agreenents.

Capital Plans. The digest nust indicate whether the
Applicant is under a regul ator-mandated capital plan, a
description of the requirenents of the plan, and whether
the Applicant is in conpliance with the plan.

I ncl ude copies of correspondence between the Applicant and
regul ator, if appropriate. The Finance Board does not
consi der an Applicant that is in conpliance with a capita
plan to be in conpliance with its m ni numregul atory
capital requirements. Accordingly, the FHLBank must
provide sufficient justification for approval, as
expl ai ned above.
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CHAPTER:  Revi ew Standards PAGE: 1 of 3
SUBJECT:  Earni ngs DATE:  Novenber 17, 1993

1. PURPOSE. This section sets forth general requirements of and
procedures for satisfying the Finance.Board Review Standard
for earnings for the financial condition statutory
requirement. Cenerally, the institution nust have been
profitable in at least four of the nbst recent six quarters.

2.  REFERENCE. Federal Honme Loan Bank Act, 12 U S. C
8 1424(a)(2)(B); 12 CF.R § 933.4(a)(4).

3. SPECI AL CONDI TI ONS.
o Zero incone is not considered a profitable quarter

o Securities gains/losses and extraordinary itens nust be
exan ned

0 Credit unions report sem-annually and quarterly
o De novo institutions

Recent and pending mnergers

o
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Backgr ound

Conpliance with this Review Standard in nost cases
requires an Applicant to be profitable in at least four o the
nost recent six quarters. The FHLBank shall present in the
di gest the nunber of profitable quarters among the last six for
all institutions.

Applicants that na% be eligible for del egated approva
must be profitable in the nost recent quarter. This

cal culation nust be performed net of securities gains/l|osses
and extraordinary items. (See Chapter V-A for procedures
related to the delegation criteria.)

[1* Docunentation

L Provi de the nunber of profitable quarters in the last six
quarters and the date of the final quarter under review.
Call Report data nust be the basis for this determnation.
This information should appear in the digest and the
financial condition analysis.

2. If the Call Report has been amended since the origina
subm ssion and the revision resulted in a change In
profitability for the quarter, please provide the revised
Information In the digest with a notation

3. If the Applicant has not been profitable in four of the
six most recent quarters, the FHLBank is required to
provide additional justification for approva

I1l. Special Conditions

1. Zero profit. A "0" profit is not considered a profitable
quarter for purposes of this Review Standard

2. Securities gains and extraordinary itens. |ndicate
whet her any profitable quarters were due solely to
securities gains or extraordinary itens.

3. Credit unions. Credit unions reporting on a seniannua
basis general ly nust show Profitability in at |east three
of the last four sem annual periods to neet this Finance
Board Review Standard. Credit Unions filing on a
quarterly basis generally nmust show a profit for at |east
four out of the six nost recent quarters to nmeet the

Review Standard. |f the credit union does not show such
profitability, additional justification is required for
approval ,

2
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For credit unions beginning to file quarterly, a phase-in
process will be used until six quarters of Call Reports are
avai l abl e. 2

o If the nunber of quarters being used is greater than or
equal to the nunber of sem annual periods, obtain the six
most recent filing periods of Call Reports;

o |f the nunmber of quarters being used is less than the
number of sem annual periods, obtain the four nost recent
filing periods of Call Reports.

De novo institutions. Provide any quarterly information
avai l able for Applicants in business fewer than six quarters
(or four semannual periods as applicable). Further dis-
cussion about projected profitability should be contained in
the FHLBank's review of the institution's business plan and
financial condition analysis. (See Chapter VIII-A for
detail ed procedures regarding de novo applicants.)

Pending and recent nergers. Review earnings over the nost
recent six quarters by conbining the earnings on a pro forma
basis for those quarters prior to the merger or acquisition

The NCUA anended section 741.13 of its regulations to require
that all credit unions with assets of $50 million or greater
file Financial and Statistical Reports ("Call Reports") on a
quarterly basis beginning March 31, 1993. See 58 Fed. Reg
5571 (January 22, 1993). Those credit unions with tota
assets of $100 million or greater began filing quarterly Call
Reports on March 31, 1992.



. . Federal Housing Finance Board
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VOLUME: Menber ship Applications CHAPTER: [11-E

CHAPTER  Revi ew Standards PAGEE 1 of 5

SUBJECT: Enforcement Actions DATE:  Novenmber 17, 1993
I PURPCSE. This section sets forth general requirenments of

and procedures for satisfying the Finance Board Revi ew Standard
for enforcenent actions for the character of managenent statutory
requirenent. Generally, the institution or its nanagenent nust
not be subject to any enforcenent actions.

2. REFERENCE. Federal Honme Loan Bank Act, 12 U S.C
§ 1424(a)(2)(C); 12 CF.R 8 933.4(a)(5).

3. SPECI AL CONDI TI ONS
o Board resolutions

o Enforcement actions executed with insufficient time to
achi eve conpliance

o Plans of action.
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| Backar ound

Regul ators may brin? enforcement actions agai nst _
institutions to prevent further or possible deterioration in
financial condition or the perpetuation of serious CRA
deficiencies. An enforcement action is determned to be in force
when the regulator has initiated actions to secure a signed
notice of enforcenent action fromthe institution. Enforcenent
actions include Letters of Conmtnent and Menoranda of
Understanding or other witten agreenents, which are considered
r-entorcement actions. Enforcenent actions also include
tenporary or final cease and desist orders, civil nnner
penal ties, suspensions or renmovals of directors and officers from
office and prohibitions from further participation, and tenporary
suspensions or termnations of insurance, which are considered
formal enforcement actions under 12 U S.C. § 1818 and enforceable
in court. State regulatory agencies may have other enforcement
powers. It is critical that a FHLBank be aware of the existence
of any such enforcenent actions and that it determne the
Applicant's conpliance with any orders as required by the
regulator(s). The FHLBank should review all documentation and
related correspondence between the ApPIicant and its regulator
regarding the enforcenent action in effect.

Federal Enforcenent Actions in Order of Severity:

1 Letter of Commtnent or Commitment Letter. This |etter
typically states the weaknesses cited in the exam nation and
i's signed by both the regulator and the board of directors
of the institution with corrective action to be undertaken

2. Menorandum of Understanding. This docunent outlines a plan
of action the institution Is re3U|red to inplenent to cor-
rect what are usually considered nore serious deficiencies
in its operations. It can require periodic reports to the
regul ator, or revised policies and procedures.

3. Tenporary or Final Cease and Desist Order. This action
requires the institution to cease and desist fromcertain
actions and to nake certain affirmative changes in bank
operations. Tenporary cease and desist orders becone
effective immedi atel y upon service of the order upon the
institution, and remain in effect pending conpletion of the
adm nstrative proceedln?s. Fi nal cease and desist orders
becone effective only after the conpletion of the
adm ni strative proceedings.
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Gvil Mney Penalties. Gvil noney penalties may be
assessed in the event of non-conpliance with an enforcenent
agreenent or order. The FHLBank nust disclose any civil
money penalties assessed as discussed in the nost recent
exam nation or subsequent thereto, the amount, and whet her
assessed against any current enployees of the Applicant.

Suspension or Renmoval from Office or Prohibition from
Further Participation. A suspension or prohibition order
suspends a director or officer from office or prohibits such
person from further participation in any manner in the
conduct of the affairs of the institution if the agency
determnes such action is necessary for the protection of
the institution or the interests of its depositors. The
order beconmes effective imediately and remains in effect
until the conpletion of the adm nistrative proceedings.

A final renoval or prohibition order renoves a director or
officer fromoffice or prohibits such person from further
participation in any manner in the conduct of the affairs of
the institution, and becomes effective only after the
conpletion of the admnistrative proceedings.

Tenporary Suspensions or Term nations of I|nsurance. A
tenporary suspension of insurance order suspends deposit

I nsurance on all deposits received by an institution if the
institution has no tangible capital. The order is effective
not earlier than 10 days from the date of service upon the
Institution, and remains in effect pending the conpletion of
the admnistrative proceedings.

A termnation of insurance order term nates the insured
status of the institution, and is effective only after the
conpletion of the admnistrative proceedings.

In addition, where an institution agrees to conply with an
enforcenent action without challenging it through the

adm ni strative process, the regulator issues a consent order
which is signed by the institution.

Docunent ati on

Report the existence of any enforcement action. The digest
shoul d indicate the type of action, date of the action and
the regulator initiating the action.
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(btain a copy of the action, if not provided in the

exam nation report, any subsequent progress reports and
regul atory agency indication of conpliance, if available
Note any comments made in the report specifically regarding
the enforcenent action.

The nost likely source of regulatory agency conpliance
information is a subsequent examnation. The FHLBank is
encouraged but not required to indicate whether the
Applicant has been the subject of an enforcenent action that
has been term nated.

In the additional justification section of the digest,
sunmmarize the requirements of the enforcement action
whet her the institution is in "substantial conpliance",
"partial conpliance" or "non-conpliance" for each of the
requirenents, and the basis for that determnation. For
areas of partial or non-conpliance, include a summary of
anticipated actions and time franes to achieve total
conpliance. In all cases, where appropriate, provide
relevant financial ratio analysis which may denonstrate
progress toward conpliance.

Witten correspondence from the regulator related to the
enforcenent action is the preferred docunentation for
evidence of conpliance. |If such docunentation is |acking, a
menor andum summari zi ng a di scussion with the regul ator may
suffice if the information is definitive and not so genera
as to be inconclusive. The least acceptable docunentation
Is a witten summary of discussions with the Applicant.
Dependi ng upon the quality of the information provided and
the type of action in effect, the last two forns of
documentation may not be acceptable as proof of conpliance.

Speci al Conditions

Board Resolution. A board resolution is not considered a
Letter of Agreenent or Menorandum of Understanding.

Di sclosure of the existence and terns of the resolution is
optional ; however, a general discussion of the contents is
useful if such resolution was adopted in response to
criticisns in an examnation report.

Enforcenent actions executed with insufficient time to
achieve conpliance. If insufficient tine has passed to
determne or to achieve conpliance with an enforcement
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action prior to application, the application may have to be
pl aced on hold until such an assessnent can be nade.
However, there may be cases where an Applicant will be
approved prior to 100 percent conpliance.

Pl ans of action. Describe specific plan(s) of action
undertaken to conply with an enforcenent action. Note in
the discussion a forecast of when conpliance m ght
reasonably be expected.
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. . Federal Housing Finance Board
GUlde]meS District Banks Directorate

VOLUME: Menber ship Applications CHAPTER  III-F
CHAPTER  Revi ew Standards PAGE: 1 of 4
SUBJECT:  Audit Opinion DATE:  Novenber 17, 1993

1. PURPCSE.  This section sets forth general requirenents of
and procedures for satisfyin? t he Finance Board Review
Standard for audit opinions for the financial condition
statutory requirement. Generally, the institution nust have
received an unqualified opinion fromits external auditor
relating to the nost recent audit of its financial
st at ement s.

2. REFERENCE. Federal Home Loan Bank Act, 12 U. S.C
§ 1424(a)(2)(B); 12 CF.R 8 933.4(a)(4).

3. SPECI AL CONDI Tl ONS.

o Alternatives to audited financial statenents:

Hol di ng conpany audit

Director's exam nation/report

| nternal audit

Publ i shed financial statenents



REVI EW STANDARD:  AUDI T OPI NI ON

Backgr ound

This Review Standard requires generally that the Applicant
receive an unqualigied opinion fromits external auditors based
on the nost recent” audited financial statements. An unqualified
audit opinion indicates that the financial statenents are fairly
stated and accounted for under Generally Accepted Accounting
Principles ("GAAP'). The opinion may be generally stated in the
followng form

I n our oPinion, the acconpanying [financial statenents{
present fairly, in all material respects, the financia
position of [Bank/Conpany ... and are] in conformty wth
general |y accepted auditing principles. These financial
statenents are the responsibility of the [Bank's/
Conmpany' s] nmanagenent; our responsibility is to express
an opi nion on these financial statenents based on our
audits. W conducted our audits of these statenents in
accordance with generally accepted auditing standards
which require that we plan and performthe audit to
obtai n reasonabl e assurance about whether the financia
statenents are free of material msstatenent. An audit
includes examning, on a test basis, evidence supporting
the amounts and disclosures in the financial statenents,
assessing the accounting principles used and significant
estimtes made by managenent, and eval uating the overal
financial statement presentation. W believe that our
audits provide a reasonable basis for the opinion
expressed above. +'

The OCC encourages nationally chartered banks to have their
financial statements audited, but does not require it.
Nationally chartered banks nay also have an independent party's
review, an internal audit of major general |edger accounts, or
publi d financial statements to satisfy this Review Standard.

"Most recent” or "current" is defined to be the nost
recent avail able audit docunent(s) not older than two fisca
years.

* Source: Price Waterhouse.

> The OCC considers the internal audit departnent of a
rel ated organization, e.g., a bank holding conpany or the
internal department of a correspondent bank, to be "external"
insofar as the audited bank is concerned. ( Sour ce:
Conptroller's Handbook for National Bank Exam ners, Section
102.1, p. 9, August 1987). )
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~For state-chartered banks, the prinmary regulatory
requirenents may vary. Each FHLBank is responsible for ensuring
that the state requirenments have been satisfied for each

Appl i cant.

As secondary regulators, the FDIC and the Federal Reserve
Board of Covernors encourage state-chartered banks to have
audited financial statements. Otherwise, an independent party's
review, an internal audit of major general |edger accounts, or
publ i shed financial statements/annual report to the regulator are
typically required.

[, Docunent ati on

L To satisfy this Review Standard, the application should
state that the Applicant received an unqualified opinion
from external auditors based on financial statenents as of
[date]. Additional justification for nenbership approval is
required if the opinion is qualified or if no opinion could
be expressed based on the audited financial statements. |f
the opinion is qualified, the qualification should be
explained. |If the auditor expresses no opinion, a
di scussion of the auditor's reasons should be provided.

[11. Special Conditions

L Hol di ng Conpany Audit. |f the Applicant has no current
audited financial statements, but its holding conpan% has
current consolidated audited financial statements, the
holdgngdconpany's audit may be used to satisfy this Review
St andar d.

2. Director's Exam nation/Report. [f no current audited
financial statenents are available at the Applicant |evel or
at the holding company level, a Director's Exam nation/
Report or other outside party's review may be used to
satisfy this Review Standard. Any procedures perforned b
outside auditors that do not consYitute an opinioned aud
in accordance with Cenerally Accaﬁted Audi ting Standards
("GAASY will vary according to what is agreed upon between
the Applicant and the audit firmin connection with the
review engagement. \Wen a Director's Exam nation/Report or
other outside party's review is being used to satisfy this
requirement, the FHLBank should state first that no current
opi nioned audit is available, that the outside party
perfornmed an outside review, the date of the review, and
whet her any material or significant findings were noted.

Any material findings should be summarized and disclosed to
t he Finance Board.
3
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3. Internal Audit. |f neither current audited financial
statenents nor current outside party's review are avail abl e,
any current internal audit of major general |edger accounts
(i.e., loans, deposits, investnents, etc.) may be used to
satisfy this Review Standard. Any significant findings
shoul d be sunmarized and disclosed to the Finance Board.

4, Publ i shed Financial Statenments. |f no current external or
internal audit of any kind is available, the FHLBank shoul d
state that no audit 1s available and that the Applicant
provided its nost recent published financial statements wth
certification froman officer of the Applicant that the
published financial statements were prepared according to

GAAP

NOTE: If no documents are made available fromthe Applicant to
satisfy any of these alternatives, the FHLBank should state
whet her the Applicant is subject to any audit or published
financial statement requirenents by its regulator(s).
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. . Federal Housing Finance Board
Guldehnes District Banks Directorate

VOLUME: Member ship Applications CHAPTER: I11-G
CHAPTER: Revi ew St andar ds PACE: 1 of 2
SUBJECT: Per f or mance Trends DATE: Novenber 17, 1993

1. PURPCSE. This section sets forth general requirenents of and
procedures for satisfying the Finance Board Revi ew Standard
for performance trends for the financial condition statutory
requirement. Cenerally, the institution nust not have
experienced serious deterioration in financial condition
since its last regulatory exam nation.

2.  REFERENCE, Federal Honme Loan Bank Act, 12 U S.C.
§ 1424 (a)(2)(B); 12 CF.R § 933.4(a)(4).

3. SPECI AL CONDI TI ONS
o Delegated approvals
o De novo institutions

o Recent and pending nergers



REVI EW STANDARD:  PERFORVMANCE TRENDS

. Backgr ound

This Review Standard requires an analﬁsis of performance
trends to ensure that generally there has been no deterioration
in financial condition since the nost recent exam nation. This
anal ysis provides support for a FHLBank's recomrendation t hat

t he A?plicant's “financial condition is such that advances may
be safely made to such institution".

[, Docunent ati on

1. The performance trend analysis must cover the most recent -
ix.quarters of operation and the past three vggE:EﬁHE:Iﬁ
order to accurately portray the trends in an Applicant’s
financial condition.

2. The basis for a determnation that there has been no
deterioration in the Applicant's financial condition since
the nost recent examnation is described in Chapters |V-B,
[V-C and IV-D. These chapters present an outline for the
financial condition analysis for commercial bank, thrift,
credit union and insurance conpany applicants.

At a mnimum the FHLBank nmust address each of the areas
presented in the financial condition analysis outline in
order to provide proper docunentation under this Review

St andar d. However, analysis criteria will differ for each
Appl i cant dependi ng upon uni que business conditions,
operating Philosophies, conpetitive/ econom c environment
and other ftactors. The analysis nmust adequately address
these unique concerns and issues, particularly as they
relate to each Applicant institution

Such financial condition anaIYses are required for all
Applicants and are particularly inportant for Applicants
wth stale exam nations.

3. The di gest nust confirmconpliance with this Review
Standard by summarizing the conclusions of the financia
condition analysis and state whether there has been
significant deterioration since the |ast exam nation.

I1l. Special Conditions
o Delegated approvals (See Chapter V-A)

o De_Novo institutions (See Chapter VIII-A)
0 Recent and pending nmergers (See Chapter VIII-B)

2



PR T Federal Housing Finance Board
Gmdehnes District Banks Directorate

VOLUME: Member ship Applications CHAPTER: I11-H
CHAPTER: Revi ew Standards PAGE 1 of 2
SUBJECT:  Character of Managenent DATE:  Novenber 17, 1993

1. PURPCSE. This section sets forth general requirenents of and
procedures for satisfying the Finance Board Revi ew Standard
for the character of managenent statutory requirenent.
Generally, neither the Applicant nor any of its directors or
senior officers shall have been the subject of anY rel evant
crimnal, civil or admnistrative proceedings reflecting on
credi tworthiness, business judgnment or noral turpitude since
the last regulatory exam nation reviewed in connection wth
the application, and there are no known potential nonetary
liabilities, material pending |lawsuits, or unsatisfied
judgments against the i1nstitution.

2. REFERENCE. Federal Honme Loan Bank Act, 12 U S. C
§ 1424(a)(2)(C; 12 CF.R § 933.4(a)(5).

3. SPECI AL CONDI TI ONS.

o Bank counsel certification
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Backar ound

A FHLBank should obtain the nanes of directors and senior
managenent and be prepared to request additional background as
required. Any naterial |awsuits should be explained in detail
along with an estimate of the financial inpact on the
Applicant relative to capital levels. The status of the
| awsuit should be indicated with any available information on
the anticipated outcone. Such infornmation, especially since
the nost recent exam nation, nust be disclosed. A database
search, such as Lexis/Nexis,\1 recommended, but not required
particularly if the certificaxion discussed bel ow or other
appropriate docunentation indigates (potential) nateria
lawsuits. Any material information arising fromthe search

shoul d be reported in the digest ,
e

A certification by the Applicant is required éSee Chapt er
II-F, Exhibit A). The certification nust be signed by an

I ndi vidual who has been delegated the authority to sign on
behal f of the Applicant's board of-directors. At a mninmm
satisfaction of this Review Standard in nost cases requires
subm ssion of an affirmation such as the foll ow ng:

[, Docunent ati on

"Neither the Applicant nor any of its directors
or seni or nana?enent has been the subject of
crimnal, civil or admnistrative proceedings
reflecting upon creditworthiness, business
judgment, or noral turpitude since the nost

recent examnation by the institution's primry
regulator; and that there are no known
mor%@mmm '
or _unsatistied |udgnments agal nst the -

institution.”

A review of the nost recent exam nation and annual report
may provide additional support in this regard.

I11. Special Conditions

Bank counsel certification. Bank counsel is required to
review and certify to the Applicant's conpliance with this
requi renent (See Chapter |IV-F and Exhibit A thereto).
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K . ' Federal Housing Finance Board
GUldelmeS District Banks Directorate

VOLUME: Menber ship Applications CHAPTER | V- A
CHAPTER.  Application Docurentation PAGE: 1 of 6
SUBJECT:  Sanple Application D gest DATE:  Novenber 17, 1993,

L. PURPCSE.  This section provides an exanple of the
application Digest that may be used by the FHLBanks for al
appl i cati ons.

2. REFERENCE.  None.

3. SPECI AL CONDI TI ONS.

o None.



APPLI CATI ON DOCUMENTATI ON: SAVPLE APPLI CATI ON DI GEST

Applicant Institution
~CGty, State
Assets $250.2 million - As of March 31, 1992

Prepared by the Federal Home Loan Bank of [FHLBank]

In accordance with Section 4 of the Federal Hone Loan Bank
Act (12 U S.C § 1424), as anended by the Financial Institutions
Reform Recovery and Enforcenment Act of 1989 ("FIRREA"),
Applicant Institution ("Applicant") is applying to the Federa
Home Loan Bank of [FHLBank] ("FHLBank") for nenbership.

W have analyzed the application of Applicant. It is our
opinion that this institution neets the statutory eligibility
criteria and Review Standards established bK the Federal Housing
Fi nance Board ("Finance Board") for menbership in the Federa
Home Loan Bank System ("FHLBank Systeni).

We have reviewed the follow ng information

0 Applicant's board of directors, resolution authorizing the
Applicant's application for FHLBank menber ship;

0 Cal culation of the Applicant's holdings of hone nortgage
| oans, home-purchase contracts, and simlar obligations, and
the amount of FHLBank stock to be purchased based thereon

0 Latest Call Report filed with the Federal Deposit |nsurance
Corporation ("FDIC'), dated March 31, 1992, and for the five
nost recent prior quarters, and the three nost recent
year - ends;

0 Mbst recent Report of Exam nation prepared by the FD C
dated August 31, 1991;

0 Most recent Community Rei nvestnent Act Perfornance

Eval uation ("CRA Evaluation") prepared by the FD C, dated
Sept enber 15, 1991;

0 Audi ted financial statements, dated January 16, 1992,
prepared by KPM5 Peat Marwi ck, Certified Public Accountants;

0 Applicant's hone-financing policy; and

0 [List any additional information reviewed that supports the

application for nenbership.]
0 [List special delegation criteria, if applicable.]

2



APPLI CATI ON  DOCUMENTATI ON:  SAVPLE APPLI CATI ON DI GEST

Applicant Institution Name, Cty, State

Statutory Eliqgibility Criteria

1.

Organi zation. The Applicant is federally chartered
comrer ci al bank incorporated in 1868 and governed under the
laws of the United States. It is a wholly owned subsidiary
of Parent Corporation, a [unitary or nultiple] bank holding
conpany |ocated in [Clty, State] which had consolidate
assets of $1.6 billion as of March 31, 1992.

I nspection and Regul ation, The @SI icant is subject to
i nspection and regulation by the FDIC. The Applicant's
deposit accounts are insured by the FDI C.

Makes Long-term Hone Mrtgage Loans. The Applicant |
originates long-term honme nortgage |loans with maturities up
to 30 years. In addition, the Applicant holds $8.5 million
I n nortgage- backed securities which represent 3.4 percent of
total assets. [Insert conpliance with delegation criteria,

i f applicabl €]

Insured Depository Institution with at Least 10 Percent of
Total Assets in Residential Mrtgage Loans. As of March 31,
1992, the Applicant had total assets of $250.2 nmillion, of
which 48.5 percent were in residential nortgage |oans
(residential nortgage |loans ratio, "RW").

The ApPIicant's actual thrift investnent gercentage (" ATIP")
or qualified assets ratio ("QAR') was 67. percent The
institution is a qualified thrift |ender ("QIL").

Fi nanci al Condition Such That Advances May Be Safely Made.
W have reviewed the Applicant's financial condition and
have determined the institution to be in satisfactory
financial condition. The Applicant received a CAMEL rating
of "2" in its nost recent supervisory exam nation, dated
August 31, 1991.

W believe that advances nay be safely made to this
institution. Gven the institution's present financial
condition, the Applicant would qualify for advances under
the FHLBank's credit pol i cies:

Character of Mnagenent and Hone-Financing Policy. The
character of the Applicant's managenent and its hone
financing policies are consistent wth sound and econom ca
home financing. The Applicant evidences strong comunity
i nvol venent by its activity in area housing projects. The
Applicant's nost recent CBA Eval uation, dated
Septenber 15, 1991, resulted in a CBA rating of
"Satisfactory”.

3
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Applicant Institution Name, City, State

The Applicant has certified that neither the Applicant, nor
any of its directors, officers or senior managenent has been
the subject of crimnal, civil or admnistrative proceedings
reflecting upon creditworthiness, business judgnment or nora
turpitude since the nost recent exam nation by the
institution's primary regulator, and that there are no known
potential nonetary liabilities, material pending |lawsuits or
unsatisfied judgnments against the institution

Fi nance Board Revi ew St andards

1. CAMEL Rating. The Applicant received a CAMEL rating of "2"
in its nost recent FDIC exam nation, dated August 31, 1991

2. CRA Rating. The Applicant received a CRA rating of
"Satisfactory" in its nobst recent CRA Eval uation, dated

September 15, 1991.

3. Capital Conpliance, The Applicant neets the mninmm
statutory capital requirenents set forth by FDICIA its
regul ator, the FDIC, has not required the Applicant to hold
capital levels above this requirement. As of March 31
1992, the Applicant's actual capital and capital

requirenents were:
\/—"'\

a. Risk-based capital: 10.86% FDIC requirenment 8.00%
b. Leverage ratio: 8.73% FDIC requirenent 4.00%

4, Recent Earnings. The Applicant reported earnings in six of
the nost recent six quarters of operation

ol

Enforcenment Actions. No enforcenment actions are known to be
in effect at the time of this analysis, according to the
docurments reviewed and discussions with the Applicant.

6. Auditor's Opinion, The Applicant received an unqualified
audit opinion fromits outside auditor based on financia
statements as of Decenber 31, 1991 and 1990.

7. Recent Trends, [Provide a brief summary conmmenting on the
Applicant's current financial condition. It should
enphasi ze performance trends since the nost recent
exam nation. The summary should be based on the concl usions
of the conprehensive financial analysis.]

For exanple, "capital exceeds regulatorr requi renents;
earnings have increased in each of the [ast three years; and
nonperformng assets were a nodest 0.20 percent of |oans as
of March 31, 1992. There has been no significant

4
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Applicant Institution Name, Cty, State

deterioration in the financial condition of the Applicant
since the nost recent supervisory exam nation."

8. Managenment. The Applicant certified that neither the
Applicant nor any of its directors, officers, or senior:
managenent has been the subject of crimnal, civil or
adm nistrative proceedings reflecting on credit worthiness ,
busi ness judgnment, or noral turpitude since the nost recent
exam nation by the Applicant's primary regul ator, and that
there are no known potential nonetary liabilities, materia
pending lawsuits or unsatisfied judgnents against the
I nstitution. In addition, a Lexis search of the Applicant,
its directors and officers revealed no such relevant
proceedi ngs since the |ast exam nation

QG her Requirenents: (If applicable)

1. Additional Justification. [If the Applicant is required to
provide additional justifications under any of the Finance
Board Review Standards, specifically explain the
circunstances requiring additional justification and the

reasons justifying a reconmendation for approval.]

Recommendat i on

We hereby certify that the above information is accurate,
and that it is based on a diligent and conprehensive review of
all available information. W are aware of nothing of a materia
nature that would otherw se influence or bear upon the approva
of this application. W recommend Finance-Board approval of the
application of Applicantlnstitution for nmenbership Th the
Federal Home Loan Bank of [FHLBank].

Prepared by:

Signature

Title [ Anal yst ]
Revi ewed Dy:

Signature

Title [ Supervi sor]

Approval Reconmmended by:

Signature
President (or his/her designee)
Dat e
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FEDERAL HOVE LOAN BANK OF [ FHLBANK]

VEMORANDUM
TO Menmbership Application File
FROM Bank Counse
DATE: [Date of Bank Counsel's Certification]
RE: [ Appl i cant ]

| am the Bank Counsel for the Federal Home Loan Bank of
[ FHLBank] ("FHLBank") and have reviewed the application for
menbership from the above-referenced institution ("Applicant").

Based on ny review, it is ny opinion that the Applicant is
aut horized under the laws of the United States and the |aws of
[State of Applicant's charter], to purchase stock in, do business
with, maintain deposits in, and becone a nenber of the FHLBank.
To the best of my know edge, there are no outstanding |ega
I ssues which should adversely affect the FHLBank's or the Finance
Board's decision to approve nembership. | render no | egal
oplqun or business judgnment as to the institution's financia
condi tion.

Bank Counsel
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. . Federal Housing Finance Board
GUldehneS District Banks Directorate

VOLUME: Member ship Applications CHAPTER: | V-B
CHAPTER:  Application Documentation '"PACE 1 of 9
SUBJECT: Financial Condition Analysis DATE:  Novenber 17, 1993

and Qutline - Thrifts and
Commerci al Banks

PURPCSE. This section sets forth procedures to prepare the
financial condition analysis required for all menbership
applications. The section also provides an outline of the
financial condition analysis for comercial bank and thrift
Applicants that nust be used.

REFERENCE. None.
SPECI AL CONDI TI ONS.

o Al applications require preparation of a financial
condition analysis pursuant to these Cuidelines.

o Delegated approval. Any application that cannot be
aﬁproved under del egated authority nmust be submtted to
the Finance Board for action. Such applications nust
include the financial condition analysis, regardless of
the rating the Applicant has received.

o Automatic approval. SAIF-insured state-chartered savings
associations and federally chartered savings associations
automatical ly become nenbers. Therefore, it is not
necessary to prepare an application for these
institutions.



APPLI CATI ON DOCUMENTATI ON:

FI NANCI AL CONDI TI ON ANALYSI S
- THRIFTS AND COWMERCI AL BANKS

Backqgr ound

The Federal Hone Loan Bank Act generally contains six
statutory requirenments for nenbership. Among the statutory
requirenents is the requirement that an insured depository
institution's "financial condition is such that advances may be
safely made to such institution".

The follow ng six Finance Board Review Standards were
devel oped exFressI_ to determne conpliance in nost cases with
the financial condition requirenent:

o The Applicant's CAMEL rating or equivalent rating, if
appl i cabl e;

o The Applicant's capital strength;
o The Applicant's earnings;
o The existence of any enforcement actions;

o The Applicant's independent or directors' audit report;
and

o The evaluation of recent perfornmance trends.

This section discusses the Financial Condition Analysis
("Analysis"), which presents an evaluation of the financia
condition of an Applicant, including an assessnent of the
Applicant's profile related to the above itens.

In order to streamine the application requirements, a.
"bul l et-point" format for the Analysis has been devel oped to
assist in summarizing the FHLBank's eval uation of the
institution's financial condition. The length of a bullet-
point is at the discretion of the FHLBank, provided that
required information and naj or issues have been addressed.
Additional bullet-points nay be provided that support the
approval decision and others may be deleted that are not
rel evant for the particular Applicant under consideration. An
outline for the Analysis is presented in this chapter
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FI NANCI AL CONDI TI ON ANALYSI S
- THRIFTS AND COMMERCI AL BANKS

. FHLBank Responsibilities

The FHLBank mnust conplete an Analysis for each Applicant,
regardiess of financial condition or type of institution, Any
application that nay not be approved under delegated authority
nust be submtted to the Finance Board for action with the
financial condition analysis.

[11. Docunent ati on

The financial data submtted to the Applicant's
regulatorgs) (e.g., Call Reports) will be used as the source
docunent tor a nmjority of the financial information required
for the Analysis. This information na¥ be obtained in either
“hard copy" printed formor generated from a conputer database,
including CD-ROM  The database may be either from a regul atory
agency system (e.g., BITS) or a commercially available system
(e.g., Ferguson & Co.).

A Conmer ci al  banks

~Unless the FHLBank provides justification, the Analysis
requires a review of the follow ng information:

L Call Report data for at least the last six quarters and
the last three year-ends.

2. The nost recent audited financial statements, if
available. (See Chapter IIl-F for detailed requirenents)

3. The nost recent regul atory exam nation available. (See
Chapter IIl1-A for detailed requirenents)

4, Any existing enforcement actions, response by the
Applicant and reports as required by the action. (See
Chapter III-E for detailed requirenents)

~Wile the follow ng docunents are optional, they often
provide valuable information that would enhance the FHLBank's
anal ysis and research:

5. Optional: The nost recent annual report and quarterly
reports, if available.



requi
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FI NANCI AL CONDI TI ON ANALYSI S
- THRIFTS AND COMMERCI AL BANKS

tional: If the Applicant is part of a holding conpany
&fth consol i dated assets over $500 million, the nost
recent two year-end Federal Reserve Y-9 hol ding conpany
reports should be reviewed for the top-tier holding

conpany.

|f applicable, both the Y9-C and Y9-LP reports shall be
revi ewed.

Opti onal : If filed by the Applicant or the hol ding
company, the last 10-K report filed with its Federal

ban |n? regul ator or the SEC and any 10-Q filed with its
ngera banking regulator or the SEC since the nost recent
10- K.

Thrift Institutions

Unl ess the FHLBank provides justification, the Analysis
res a review of the follow ng information:

Thrift Financial Report data for at |east the last six
quarters and the last three year-ends.

The nost recent audited financial statenents, if
avai | abl e. (See Chapter I111-F for detailed requirenents)

The nost recent regulatory exam nation available. (See
Chapter IIl1-A for detailed requirenents)

Any existing enforcement actions, response by the
Applicant and reports as required by the action. (See
Chapter III-E for detailed requirenents)

Special Conditions

o Al applications. Al applications require preparation
of a financial condition analysis pursuant to these
gui del i nes.

o Delegated approval. Applications that cannot be
aﬁproved under delegated authority nust be submtted to
the Finance Board wth the financial condition
anal ysi s.
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FI NANCI AL CONDI TI ON° ANALYSI S
- THRIFTS AND COMVERCI AL BANES

Automatic approval. SAIF-insured state-chartered
savings associations and federally chartered savings
assocl ations autonatically becone nmenbers. In
addition, insured depository institutions that convert
from one type of charter to another automatically
becone menbers if the resulting institution continues
to be an insured depository institution and the assets
of the institution Imrediately before and inmmediately
after the conversion are identical. Therefore, it is
not necessary to prepare an application for these
institutions. See 12 CF.R § 933.2(d), (e).



APPL| CATI ON DOCUMENTATI ON:

FI NANCI AL CONDI TI ON ANALYSI S QUTLI NE
- THRIFTS AND COMMERCI AL BANKS

Recommendati on and basis for the recommendati on

Li st

of data and information used to conpile the anal ysis

Recent exam nation findi ngs

Summary of exam nation criticisms and strengths

0

Conposite rating, agency that prepared the exanination
and date of |ast exam nation.

Summary of exam nation criticisms for each of the CAMEL
conpogents -- Capital, Assets, Mnagenent, Earnings and
Liquidity.

The Applicant's prepared response to any nateria
criticisms in its nost recent exanination.

Actions undertaken by the Applicant to ensure inprovenent,
i f applicable.

Fi nanci al anal ysi s

Summary of overall strengths and weaknesses

Profitability

0

Summary assessnment of profitability including whether
current level is sustainable and anticipated changes in
the future.

Trends in adjusted ROA, RCE and net income (adj usted
meani ng net of securities gains and |osses and
extraordinary itens).

Earnings for the last six quarters.

Prepare a bullet point on each of the follow ng
individual factors, if applicable.

net interest incone

interest rate sensitivity

noni nterest incone

noni nterest operating expenses

| oss provision

nonoperating income, including securities gains
and | osses on securities and extraordinary itens

6
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C. Asset quality

0

0

Statenment about general asset quality condition.

Prepare a bullet point on each of the follow ng
i ndividual factors, if applicable:

nonperform ng asset trends

| oss al | owance adequacy

asset conposition

unusual |oan growth or shrinkage
donmestic risk real estate-related assets

D. Capita

0

Statement about capital adequacy taking into account
the follow ng individual factors:

additions to equity conpared to asset growth

| oss al | owance adequacy

mar ket to book val ue conparison of the securities
portfolio

di vi dend payouts

Statement of regulatory capital requirenents vs. actua
capital ratios.

Trends in conparison to regulatory requirenents.

|f applicable, special issues related to capital
including the raising of additional capital within the
|ast two years, anticipated raising of capital or
capital infusion from the parent conpany.

E. Liquidity

o0 Cenera

comrent on liquidity or funding risk taking into
account funding sources, marketability of assets and
general financial condition.

Assessnent of "core" deposits. Core deposits are defined

as certificates of deposit less than $100,000 and
donmestic deposits other than certificates of deposit.
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o Prepare a bullet point on each of the follow ng
i ndividual factors, if applicable.

- Ability of unpledged nmarketable assets to cover
pur chased or non-core funding

- Core deposit funding as a percentage of assets
and |l oans including a comrent on the degree of
reliance on core funding

- Annual percentage change in core deposit trends

Hol di ng Conpany (if applicable)

The purpose of this section is to assist the FHLBank in
determning if the holding conpany is a source of strength
for the Applicant or a potential drain on the Applicant's
resources. It does not suggest that a conplete analysis
of the holding conpany is required. The follow ng
information is only relevant if the Applicant is part of a
bank hol di ng conpany structure:

0 List all depository institution subsidiaries of the
holdln% conpany and note especially whether they are
in weak or strong financial conditlon.

0 | ndi cate those subsidaries that are already FHLBank
Syst em nenbers

o Prepare a bullet point on each of the follow ng
individual factors related to the consolidated
entity, if applicable:

- general financial condition of the consolidated
entity

- consol idated earnings vs. Applicant's earnings

- consolidated asset quality vs. Applicant's asset
quality _

- consolidated capital ratios vs. Applicant's
capital ratio

o Prepare a bullet point on each of the follow ng
individual factors related to the parent conpany only:

- ability to service debt _ _
- ability to nmake dividend paynents and financi al
performance trends
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- liabilities to equity capital trends

- liquidity

- identify dividend paynents required to be
upstreaned by the Applicant to the parent conpany

0 Forei gn holding companies. |If a holding conmpany is
outside the United States, please so state and
provide the consolidated assets, city, state or
country of both tiers of the holding company
structure, if applicable.

G Available Collateral

o Indicate whether the FHLBank is able to extend advances
to the Applicant under the FHLBank's credit policies.

o Indicate ang special conditions anticipated on
borrowing ability.

V. Recommendati on

The Analysis concludes with a recomrendation from the
FHLBank. At a mininum the recomendation is signed by the
anal yst and the analyst's supervisor, or his or her designee.
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. . Federal Housing Finance Board
GUldehIleS District Banks Directorate

VOLUME: Menber ship Applications CHAPTER | V-C.
CHAPTER.  Application Documentation PAGE: 1 of 7
SUBJECT: Fi nancial Condition Analysis DATE: Novenber 17, 1993

and Qutline - Credit Unions

PURPCSE. This section sets forth procedures to prepare the
financial condition analysis required for all menbership
applications. The section also provides an outline of the
financial condition analysis for credit union Applicants
that may be used by the FHLBanks.

REFERENCE. None.
SPECI AL CONDI TI ONS.

o Requires review and approval by the Finance Board.
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Backgr ound

The Federal Home Loan Bank Act generally contains six
statutory requirements for nenbership. Among the statutory
requirenents is the requirement that an insured depository
institution's "financial condition is such that advances may be
safely nade to such institution".

The follow ng six Finance Board Review Standards were
devel oped exFressI_ to determne conpliance in nmost cases wth
the financial condition requirenent:

o The Applicant's CAMEL rating or equivalent rating, if
appl i cabl e;

o The Applicant's capital strength;

o The Applicant's earnings;

o The existence of any enforcenent actions;

o The auditor's opinion; and

0 The evaluation of recent performance trends.

This section discusses the Financial Condition Analysis
("Analysis"? whi ch presents an evaluation of the financia
condition of an Applicant, including an assessnment of the
Applicant's profile related to the above itens.

In order to streamine the application requirenents, a
"bullet-point" format for the Analysis has been devel oped to
assist in sumarizing the FHLBank's eval uation of the
institution's financial condition. The length of a "bullet
point" is at the discretion of the FHLBank, provided that
required information and najor issues have been addressed.

Addi tional bullet points may be provided that support the
approval decision and others may be deleted that are not relevant
for the particular Applicant under consideration. An outline for
the Analysis is presented in this chapter.

I, FHLBank Responsibilities

The FHLBank must conplete an Analysis for each Applicant
regardless of its financial condition. Applications from credit
unions may not be approved by the FHLBank under del egated
authority, and must be subnmitted to the Finance Board with the
ot her application docunents and financial condition analysis for
Fi nance Board acti on. )
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[11. Docunent ati on

The financial data submtted to the Applicant's regul a-
tor(sg (e:?i’ NCUA Reports such as the Financial Perfornmance
. W

Report) _ be used as the source docunent for a majority of
the financial information required for the Analysis.  This
information may be obtained in either "hard copy" printed form or
generated from a conputer database, including The

dat abase may be either froma regul atory agency Sésteﬁl(e.%.
BITS) or a comercially available system (e.g., Ferguson Co.).

~Unless the FHLBank provides justification, the Analysis
requires a review of the follow ng information

1. For credit unions filing semannually, the nost recent four
sem annual Call Reports, including the nost recent three
year-end reports submtted to NCUA

For credit unions filing quarterly, the nost recent six
quarterly Call Reports, including the nost recent three
gear-end reports submtted to the NCUA.  For credit unions
eginning to file quarterly, a phase-in process will be used
until six quarters of Call Reports are available.'

o If the nunber of quarters being used is greater than or
equal to the nunber of sem annual periods, obtain the six
most recent filing periods of Call Reports;

o |If the nunber of quarters being used is |less than the
nunber of sem annual periods, obtain the four nost recent
filing periods of Call Reports.

2. The nost recent Financial Performance Report conpiled by
NCUA.

The NCUA Board anended section 741.13 of its regulations
to require that all credit unions with assets of $50 mllion or
greater file Financial and Statistical reports ("Call Reports")
on a quarterly basis beginning March 31, 1993. See 58 Fed. Reg.
5571 (January 22, 1993). Those credit unions with total assets
of $100 mllion or greater began filing quarterly Call Reports on
March 31, 1992.
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The nost recent audited financial statenents, if available.
The nost recent regulatory exam nation.

Any existing enforcenent actions, response by the Applicant
and reports as required by the action.

The credit union financial condition analysis is prepared in

a simlar format to the comercial bank format described in
Chapter |V-B. The simlarities in required information as well
as certain differences in the analysis are described in this

section.

|'V.

0

Speci al Conditions

Fi nance Board review and approval required. Credit union
applications cannot be approved under delegated authority
and nust be submtted to the Finance Board for action. Such
applications nust include the FHLBank's financial condition

anal ysi s.
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Recommendati on and basis for the recomendati on

List of data and information used to conpile the anal ysis

Recent exam nation findings

Summary of exam nation criticisnms and strengths

0 Conposite rating, agency that prepared the exam nation
and date of |ast exam nation.

o Summary of examnation criticisns for each of the CAMEL
conponents -- Capital, Assets, Mnagenent, Earnings and
Liquidity.

o The Applicant's prepared response to any nateri al
criticisms in its nmbst recent examination.

Actions undertaken by the Applicant to ensure
I nprovenment, if applicable.

Fi nanci al _anal ysi s

Sunmary of overall strengths and weaknesses
Profitability

0 Summary assessnment of profitability including whether
current level is sustainable and anticipated changes in
the future

o Trends in ROA, return on total capital and net incone.

o Earnings for the last six quarters.

o Prepare a bullet point on each of the foll ow ng
i ndividual factors, if applicable:

- operating expenses/average assets
- net interest incone before and after statutory reserve
transfers/average assets
- noninterest incone
| oss provision
nonoperating incone, including securities gains and
| osses on securities and extraordinary itens

Asset quality

o Statement about general asset quality condition.

0 Statement on interest rate sensitivity.
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o Prepare a bullet point on each of the follow ng
i ndi vi dual factors:

- nonperform ng asset trends

- loan | oss reserve adequacy

- asset composition

- unusual | oan ?romﬁh or shrinkage
- net charge-offs/average |oans

- delinquent |oans/total |oans

- nonearning assets/total assets

D. Capita

o Statenment about capital adequacy taking into account the
follow ng individual factors:

- additions to equity conpared to asset growth

- loss allowance adequacy

- market to book val ue conparison of the investnent
portfolio

- capital/total assets

- net capital/total assets

o Statement of regulatory capital requirements, including
the regular reserve to loans and risk asset' ratio, vs.
actual capital ratios.

Under the NCUA regul ations, 58 Fed. Reg. 4004 (July 27,
1993) (to be codified in 12 CF.R § 700.1) risk assets include
all assets except the following: 1) cash on hand; 2) deposits
and/or shares in federally or state insured banks, savings and
| oan associations and credit unions that have a remaining
maturity,of three years or less; 3) assets that have a remaining
maturity of three years or less and are insured by, fully
guaranteed as to principal and interest by, or due fromthe U S
government, its agencies, FNMA, FHLMC, or GNVA.  Collateralized
nmort gage obligations that are conprised of governnment guaranteed
nmort gage |oans shall be included; 4) loans to other credit unions
that have a remaining maturity of three years or less; 5) student
| oans insured under the provision of Title IV, Part B of the
H gher Education Act of 1965 (20 U.S.C. 1071, et seqg.) or simlar
state insurance prograns that have a remaining maturity of three
years or |ess; 6? | oans that have a remaining maturity of three
years or less and are fully insured or guaranteed by the Federa
or a state governnment or any agency of either; and 7) shares or
deposiis | N @ central or corporate credit union that have a
remaining maturity of three years or |ess.

6
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o Financial performance trends in conparison to regul atory
requi rements.

o |If applicable, special issues related to capital
including the raising of additional capital within the
| ast two years, anticipated raising of capital or capita
infusion from the parent conpany.

E. Liquidity
o Assessment of liquidity or funding risk taking into

account funding sources, marketability of assets and
general financral condition.

o Assessnent of trends in shares and deposits.
o Estimated short-term cash availability.
o Long-term assets/total assets.
o Net long-term assets/total assets.
F. Avai l abl e Col | ateral

o Any special conditions anticipated on borrow ng ability.

V. Recommendat i on

The Anal ysis concludes with a recommendati on fromthe
FHLBank. At a minimum the recommendation is signed by the
anal yst and the analyst's supervisor, or his or her designee.
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VOLUME: Menmbership Applications CHAPTER: | V-D

CHAPTER.  Application Documentation PAGEE 1 of 7

SUBJECT: Fi nancial Condition Analysis DATE: Novenber 17, 1993
and Qutline - |nsurance
Conpani es

1. PURPOCSE. This section sets forth procedures to prepare the
financial condition analysis required for all menbership
applications. The section also provides an outline of the
financial condition analysis for insurance conpany applicants
that may be used by the FHLBanks.

2.  REFERENCE. None.
3. SPECI AL CONDI TI ONS
o Requires review and approval by the Finance Board.

o Insurance conpany applicants are not subject to the 10
percent residential nortgage |oans requirenent.
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Backar ound

The Federal Home Loan Bank Act generally contains six
statutory requirenents for nenbership of insured depositor
I nstitutions. Pursuant to regulation, the Finance Board has
determned that all of these requirements apply to all _
i nsurance conpany applicants except the 10 percent residentia
nmortgage loans requirement. Anong the statutory requirenents
Is the requirement that an institution's "financial condition
Is such that advances may be safely nade to such institution".
This section of the Quidelines sets forth requirenments and
procedures to determ ne generally whether an insurance conpany
applicant qualifies under the financial condition criterion.

The follow ng six Finance Board Review Standards were
devel oped exPressI_ to determne conpliance in nost cases wth
the financial condition requirenent:

o The Applicant's CAMEL rating or equivalent rating, if
appl i cabl e;

o The Applicant's capital strength;
o The Applicant's earnings;
o The existence of any enforcenent actions;

0 Thg Applicant's independent or directors' audit report;
an

o The evaluation of recent perfornance trends.

This section discusses the Financial Condition Analysis
("Analysis"? whi ch presents an evaluation of the financia
condition of an Applicant, including an assessnent of the
Applicant's profile related to the above itens.

In order to streamine the application requirenents, a
"bul let-point" format for the Analysis has been devel oped to
assist in summarizing the FHLBank's eval uation of the
conpany's financial condition. The length of a bullet-point is
at the discretion of the FHLBank, provided that required
information and najor issues have been addressed. Additiona
bul | et-points may be provided that support the approva
decision and others may be deleted that are not relevant for
the particular Applicant under consideration. An outline for
the Analysis is presented in this chapter.

2
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Il. FHLBank Responsibilities

The FHLBank nust conplete an Analysis for each Applicant
regardless of the financial condition Or {ype Oof conpany.
Applications from I nsurance compani es may not be approved by
the FHLBank under delegated authority and nust be submtted to
the Finance Board with the other application docunents and the
financial condition analysis for Finance Board action.

[11. Docunent ati on

The financial data submtted to the Applicant's =
regul ator will be used as the source docunent for a majority of
the financial information required for the Analysis. This
information may be obtained in either "hard copy" printed form
or generated from a conputer database, including CO-ROM  The
dat abase nmay be either trom a regulatory agency systemor a
commercially available system (e.g., NAIC, Mchael Conn
Associ at es).

~Unless the FHLBank provides justification, the Analysis
requires a review of the follow ng information

1. Financial statenent data for at |east the nost recent five
year - ends.

2. The nost recent audited financial statenents, if
avail abl e'. (See Chapter I11-F for detailed requirenents)

3. The nost recent requlatory examnation available. (See
Chapter II1-A for detailed requirenents)

4, Any existing enforcenent actions, response by the
plicant and reports as required by the action. (See
apter 111-E for detailed requirenents)

5. Optional: The nost recent annual report and quarterly
reports, if available.

6. Ootional: If filed by the Applicant or the holding
conpany, the last 10-K report filed with the SEC and any
10-Q filed with the SEC since the nost recent 10-K

[ V. Speci al Conditions

o Al applications nmust be submtted to the Finance Board.

o Insurance conpanies are not subject to the 10 percent
residential nortgage |oans test,
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Recommendati on and basis for the recomendati on

List of data and information used to conpile the Analysis

Recent exam nation findings

Summary of exam nation criticisms and strengths

o State insurance comm ssioner responsible for the
conpany's regul ation and exam nation, and date of the
| ast exam nati on.

o Summary of exam nation criticismns.

o The Applicant's prepared response to any materia
criticisms in its nost recent exam nation.

Actions undertaken by the Applicant to ensure inprovenent,
i f applicable.

Information as to whether the insurance conm ssioner that
conducted the exam nation is accredited pursuant to the
requi renents established by the National Association of

I nsurance Conm ssioners ("NAIC').

Rati ng agency reviews

Mbst current rating by each agency that rates the

I nsurance conpany, date of the rating, rating scale used
by the agency and narrative statement indicating the
definition of the rating of the insurance conpany
Applicant, type of rating (e.g., clainms paying ability),
and sunmary comrents.

Fi nanci al anal ysi s

Sunmary of overall strengths and weaknesses
Qper at i ons

o Summary of nmmjor lines of business and any specialty
products of fered.

o Relative inportance of each line of business as a
percent of total prem uns.

o Gowh patterns and changes in trends by |ine of
busi ness; changes in product m x.

o Conparison to peer group; both industry and
st ock/ nut ual conpani es.
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C. Profitability

o Summary assessnent of overall profitability including
whet her current level is sustainable and anticipated
changes in the future; issues that could inpact
continued profitability.

o Trends in adjusted ROA, RCE and net inconme (adjusted
meani ng net of securities gains and |osses and
extraordinary itens).

o FEarnings for the last five years.

o Assessnment of individual |ines of business compared to
%he i ndustry and peer group for each of the follow ng
actors:

- net increase in premuns and reserves

- profitability (before and after tax)

- Brofit mar gi n

enefits

- conmm ssions and expenses

- average size of new policy _

- average prem um per thousand on new policies
- credited interest rate

- retention rates and |apsation ratio

o Inportance of reinsurance activities - trends and
ear ni ngs.

D. Asset Quality

o Statement about general asset quality condition.
o Assessment of each of the follow ng 1ndividual factors:

- asset conposition

- unusual asset growth or shrinkage

- distribution of invested assets

- net yield on invested assets, conpared to peer
grow, expected return given risk characteristics

- managenent’'s overall investnent strategy; changes
and consistency with product m x
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Asset Quality (Continued)

- conposition of investnent portfolio _
- quality of the corporate equity and bond portfolios
- market value vs. book value of investnent portfolio

conposition of the real estate portfolio
quality of the real estate portfolio
trends in nonperformng assets

trends in delinquency rate

- relative inportance of affiliated investnents - type
and size

Capita

o Statenent about capital adequacy taking into account
t he conpany's assets investnent strategy, product mnx
and the follow ng individual factors conpared to peer:

additions to equity conpared to asset growh

| everage ratio _

risk adjusted capital ratio

val uation reserve adequacy for both the |oan and
securities portfolios

- dividend payouts

o |If applicable, special issues related to capita
including the raising of additional capital wthin the
| ast five years, anticipated raising of capital or
capital infusion fromthe parent conpany, and access to
capital markets.

Liquidity

o Assessment of liquidity or funding risk taking into
account funding sources, narketability of assets and
general financial condition.

o Liquidity ratio conpared to peer group

o Access to funding sources.

Hol di ng Conpany (if applicable)

The purpose of this section is to assist the FHLBank in
determining if the holding conpany is a source of strength
for the Applicant or a potential drain on the Applicant's
resour ces. It does not suggest that a conplete analysis
of the holding conpany is required.

6
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The following information is only relevant if the
Applicant is part of a holding conpany structure:

0 List all depository institution subsidiaries of the
hol di ng conpany, and note especially whether they are
in weak or strong financial condition.

0 I ndicate those subsidiaries that are already FHLBank
Syst em nenber s

o Assess the following factors related to the
consol idated entity:

- general financial condition of the consolidated
entity

- consolidated vs. Applicant's earnings

- consolidated vs. Applicant's asset quality

- consolidated vs. Applicant's capital ratios

o Prepare a bullet point on each of the follow ng
individual factors related to the parent conpany only:

- ability to service debt

- ability to nmake dividend paynents and financi al
performance trends _

- liabilities to equity capital trends

- liquidity

- dividend paynents required to be upstreaned by the
Applicant to the parent conpany

H  Available Collateral
o Any special conditions anticipated on borrowing ability.

o Any special conditions anticipated on availability of
col | ateral

V. Recommendati on

The Analysis concludes with a recommendation from the
FHLBank. At a mininum the recommendation is signed by the
FHLBank anal yst and the analyst's supervisor, or his or her
desi gnee.
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VOLUME: Menber ship Applications CHAPTER: | V-E
CHAPTER:  Application Docunentation PAGE: 1 of 3

SUBJECT: Bank Managerment Certification DATE: Novenber 17, 1993

1. PURPCSE. This section sets forth procedures for FHLBank
managenent to certify a conpleted application for nenbership. i

2. REFERENCE.  None.

3. SPECI AL CONDI TI ONS.
o Certification by designee of FHLBank president.
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Backgr ound

After conF]eting the review and ﬁreparation of each
menbership application according to the fornat provided j
Chapters IV-A IV-B, IV-C and IV-D, the FHLBank anal yst
forwards the docunentation to aﬁprppr|ate FHLBank managenent to
certify as to the accuracy of the information and the
conPJeteness of the review, and to recomrend approval of the
Applicant for FHLBank memnbership. The followi ng section
outlines procedures for conpleting this certification process.

. Docunent ati on

1 Format of Certification. Page 5 of the Sanmple Application
Di gest (Chapter |V-A) provides the preferred format for
the nanagement certification. Specifically, the
certification requires the FHLBank analyst, senior
management (or the FHLBank analyst's supervisor) and the
FHLBank president (or designee) to certify the follow ng:

o Accuracy of information contained therein

o Application was reviewed in a diligent and
conpr ehensi ve manner

o Al material facts have been discl osed

o Recommendation for approval of the applicant for
nmenbership in the FHLBank

The certification format was devel oped to ensure that
FHLBank representatives are fully aware of the inportance
of the application review process in approving Applicants
for FHLBank menbership. Specifically, the Finance Board
provi des the FHLBanks with Quidelines that represent the-
m ninmum | evel of financial analysis required. The FHLBank
Is responsible for ensuring that all material facts are
disclosed and that the financial analysis is conducted in
accordance with the Finance Board's Cuidelines.
Accordingly, the Finance Board will not permt deviations
fromthis certification fornat.

2. Signature Requirenments. The FHLBank anal yst must sign the
certification and include his/her title. Al
docunentation is then forwarded to his/her senior |eve
manager or supervisor for thorough review and signature.
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Bank counsel's certification should be prepared after the
appl i cati on docunentation has been reviewed and signed by
seni or managenment (See Chapter |V-F, Exhibit A).

Finally, the application docunentation and counsel's
certification are forwarded to the FHLBank president for
review, and the president signs and dates the managenent
certification.

Speci al Conditions

Certification of FHLBank president's designee. The
FHLBank president is required to certify to the accuracy
of the analysis and conpleteness of information presented
in the application docunents. However, the aPPIication
may be signed by another individual specifica

designated to sign corporate docunents for the FHLBank
president in his or her absence. This special condition
Is designed to allow for flexibility as an exception case
and is not intended to be the normal operating procedure.
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L N . ' Federal Housing Finance Board
GMdehneb District Banks Directorate

VOLUME: Menber ship Applications CHAPTER: | V-F
CHAPTER  Application Docunentation PAGE: 1 of 5
SUBJECT: Bank Counsel Certification DATE:  Novenber 17, 1993

1. PURPCSE. This section sets forth procedures for the
FHLBank's counsel to certify a conpleted application for
menber shi p, including an explanation of counsel's role in the
certification process and the m ni mum scope of review
expect ed.

2. REFERENCE.  None.
3. SPECI AL CONDI TI ONS

o FHLBanks wi thout in-house counsel
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, Backar ound

The Finance Board requires a review of the application!
docunmentation and a certification by the FHLBank's counsel
The follow ng section outlines procedures for conPIeting this
certification process, including an explanation of the nature
of the certification

. Docunent ati on

1 Format of Certification. Previous procedure allowed for a
certification by counsel within the context of the
application digest. Exhibit A provides the format for
counsel's certification which should be attached to the
di gest as a separate docunent.

2. Content of Certification. FHLBank counsel is required to
certify to the follow ng:

o The Applicant is authorized under the laws of the
United States and the |laws of the appropriate state to
becone a nenber of, purchase stock 1n, do business
with, and naintain deposits in the FHLBank.

This item requires FHLBank counsel to review applicable
law to ensure that nenbership in the FHLBank is not
precl uded and that the Applicant is authorized to hold
stock and maintain deposits in the FHLBank System

o The ApEIipant is authorized to becone a nember of the
FHLBank, i.e., the six statutory eligibility criteria
must have been net.

This second itemrequires, at a mninum a review of
the contents of the Digest. However, the Finance Board
believes that a review of only the contents of the
digest is generally insufficient and provides too
narrow a view. At the least, counsel should have
available for review the entire file of the FHLBank
that forms the basis for its recomrendation to the
Finance Board. Utimately, the judgment of the
appropriate extent of FHLBank counsel review is
necessarily dependent upon what notice either the file
or the FHLBank's review gives to counsel that the
approval decision raises issues requiring counsel's
attention.
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Revi ew of managenent's certification. FHLBank's counse
Is required to review the certification bg the Applicant's
managenent and the results of the search by the FHLBank of
avail able public records or related docunentation, if a
search was conpleted, which should indicate that neither
the Applicant nor any of its directors or senior
managenent has been the subject of relevant crimnal
civil or admnistrative proceedings reflecting on
credi tworthi ness, business judgnent or noral turpitude
since the nost recent examination by the institution's
"primary regulator, andlthat there are no known potential
monetary liabilities, naterial pending |awsuits or
unsatisfied judgements against the institution

This third itemrequires a review by FHLBank counsel of
the certification by the Applicant's nanagenent for
information of relevant crimmnal, civil or admnistra-
tive proceedings, etc., as described above. |f such
information is identified, an appropriate analysis of its
effect on the Applicant and subsequent recommrendation by
the FHLBank shoul d be undertaken by counsel.

If a search of public records was al so done, counsel _
shoul d review the results with the same standards used in
the review of the certification

If any crimnal, civil or admnistrative proceedings or

| egal issues are identified which may inpact on a decision
to approve or deny an Applicant for nmenbership, counse
must determne the relevancy of and the inpact on the
FHLBank and the Applicant of the possible results of such
proceedi ngs or |egal issues.

The FHLBank counsel's certification is not intended to
require a replication of each step taken by the FHLBank
anal ysts.  However, the scope of this process nust be
sufficiently extensive to neet professional standards.
The certification format provided in Exhibit A represents
the m ni mum scope of review the Finance Board w |l accept.
Accordingly, the Finance Board will not permt deviation
fromthis certification fornmat except when additiona
factors or itens are incorporated in this certification
process.
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Speci al Condi tions

FHLBanks without in-house counsel. FHLBanks that do not
retain in-house counsel nust submt alternative procedures
for counsel's review and certification of nenbership

applications to the Finance Board for approval. The
Finance Board's District Banks Directorate and Ofice of
Legal & External Affairs - Legal Division will jointly

review and take action on such FHLBank's alternative
procedures.  FHLBanks that do retain in-house counsel nust
follow the procedures set forth in this chapter.



EXHBIT A

VEMORANDUM
TO Menbership Application File
FROM Bank Counse
DATE: [Date of Bank Counsel's Certification]
RE: [ Appl i cant ]

| am the Bank Counsel for the Federal Home Loan Bank of
[ FHLBank] ("FHLBank") and have reviewed the application for
menbership from the above-referenced institution ("Applicant").

Based on ny review, it is my opinion that the Applicant is
aut hori zed under the laws of the United States and the |aws of
[State of plicant's charter] to buy stock in, do business with,

mai ntai n deposits in, and become a nmenber of the FHLBank. To the
best of ny know edge, there are no outstanding |egal issues which
shoul d adversely affect the FHLBank's or the Finance Board's
decision to approve menbership. | render no |egal opinion or
busi ness judgnent as to the institution's financial condition

Bank Counsel



Membership Applications

Federai Housing Finance Board
District Banks Directorate

VOLUME: Menber ship Applications CHAPTER V-A
CHAPTER  Approval Process PAGE: 1 of 13
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and Procedures

PURPCSE. This section sets forth procedures for assessing
whet her an application nmeets the criteria for del egated
approval, and, if so, how to prepare the application and the
necessary communi cation to the Finance Board.

REFERENCE. Federal Home Loan Bank Act, 12 U S.C. § 1424;
12 CF. R 8 933.3, 933.4.

SPECI AL CONDI TI ONS

o Applications ineligible for del egated approval



APPROVAL PROCESS: DELEGATI ON CRI TERI A AND PROCEDURES

Backdgr ound

Section 933.3(a? of the Finance Board's nenbership
regul ation provides for dele%at|on of the authority to approve
nmenbership applications to the board of directors of eacﬁ
FHLBank, provided the applications meet all of the statutory and
regul atory criteria and conditions set forth by the Finance
Board. This chapter outlines criteria that nust be nmet for a
menbership application to be approved by a FHLBank pursuant to
del egated authority.

. Docunent ati on

A, Delegation Criteria

To be approved for menbership by the FHLBank, the Applicant
must neet the follow ng delegation criteria:

L. The institution nust neet all of the statutory requirenents
for menbership, as outlined in Chapter I, including:

o Duly organized under the |aws of any State or of the
United States (See Chapter |I1-A);

o Subject to inspection and regul ati on under the banking
|aws, or under simlar laws, of the State or of the
United States (See Chapter |I-B)

o Mkes long-term hone nortgage |oans (See Chapter 11-0Q);

o Has at |east 10 percent of its total assets in
residential nortgage loans (See Chapter 11-D);

o Financial condition is such that advances nmay be safely
made (See Chapter I1-E); and

o Character of managenent and hone-financing policy are
consi stent with sound and econom cal honme fi nanci ng
(See Chapter 11-F).

2. The institution nust neet all of the Finance Board Review
Standards for nenbership, as outlined in Chapter I|II,
I ncl udi ng:
o CAMEL or MACRO rating of "1" or "2" (See ChaFter L11-A,
and delegation criteria 3. for greater detail);
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The institution received a Comunity Rei nvest ment Act
Performance Evaluation rating of "Satisfactory" or better
in its nmost recent evaluation (See Chapter |11-B). | f
the Applicant has not been reviewed for CRA purposes
since July 1, 1990 when the new rating system was
established, but received a CRA rating of "2" or better
under the old system the delegation criteria for this

I tem has been satisfied.

|f, after reasonable efforts have been undertaken to
obtain the CRA evaluation, only the CRArating is
available, the rating nay be used in processing the
appl i cation.

The institution's capital ratios as of the nost recent
reportln% period nmeet or exceed all capital requirenents
i nposed by its appropriate Federal and State banking
agency, and a capital plan inposed by the institution's
lﬁﬁd%Sal or State regulator is not in effect (See Chapter

The institution reported earnings fromoperations (net of
securities gains/losses and/or extraordinary itens) in
four out of six quarters imrediately preceding its
application for menbership, with earnings reported from
operations in the nost recent quarter for which such
financial information is available (See Chapter 111-D);

Neither the institution, nor any of its directors or
senior officers, at the tinme of application, is subject
to any enforcenent actions by the institution's
appropriate Federal or State banking agency (See Chapter

[11-E);

The institution received an unqualified auditor's opinion
conducted according to CGenerally AcceFted Audi ting
Standards as of the nost recent fiscal year-end, or has
one of the follow ng acceptable alternatives to audited
financial statements (See Chapter |11-F for further
detail):

- Hol di ng conpany audit

- Director's examnation/report

- Internal audit

- Published financial statenents;
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Performance trends reflect no significant deterioration
in financial condition since the date of the |ast
regulatory examnation (See Chapter 111-Q:

- CAMEL "1" rated institutions by definition
automatically neet this Review Standard

- CAMEL "2" rated institutions satisfy this Review
Standard if they neet all five financial ratios set
forth under section 3 of the delegation criteria; and

o0 Character of managenent reflects that neither the

Applicant nor any of its directors or senior nmanagenent
has been the subject of crimnal, civil or admnistrative
proceedi ngs reflecting upon creditworthiness, business
judgenent, or noral turpitude since the nost recent

exam nation by the institution's primary regulator; and
that there are no known potential nonetary liabilities,
no material pending |lawsuits, or unsatisfied judgenents
against the institution, as indicated in the
certification by the Applicant (See Chapter I[Il-H).

3. The institution nust neet the follow ng delegation criteria:

0

The institution received a conposite CAMEL or MACRO
rating of "1" in its nmost recent exam nation conpleted by
either its appropriate Federal or State banki ng agency
within the two-year period imediately preceding its
application for nenbership;

- OR -

The institution received a conposite CAMEL or MACRO rating
of "2" in its nost recent examnation conpleted by its
appropri ate Federal or State banking agency within the
two-year period inmmediately preceding 1ts application for
menbership, AND net the follow ng conditions in four of
the six quarters inmediately preceding the institution's

application for nenbership, including the nost recent
quarter:

(i) the annualized return on average assets (net of
securities gains/losses and/or extraordinary itemns)
was greater than or equal to 60 basis points;

(i) the ratio of non-performng |oans plus other real
estate owned ("OREO') to total |oans plus other real
estate owned was |ess than 4 percent;
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(ii1) the ratio of nonperformng assets to equity plus
| oan | oss reserves was |ess than 30 percent;

(iv) the ratio of loan |oss reserves to non-performng
| oans was greater than or equal to 60 percent; and

(V) the ratio of donmestic risk real estate loans to
total donmestic loans was |ess than 35 percent;

NOTE: Exhibit A provides the cal culation methodol ogy,
using the appropriate Call Report line items.

Exhibit B provides the cal culation methodol ogy,
usi ng Ferguson and Conpany BankSource dat a.

Del egation Procedures

After determning an application is eligible for del egated
approval, the follow ng procedures should be followed:

An application digest and financial condition analysis shal
be prepared with docunmentation as outlined in these

Cui del i nes. (This requirement shall appIK regardl ess of
whet her the application is forwarded to the Finance Board
for approval or approved under delegated authority.)

Al docunentation and anal yses for del egated applications
shall be kept on file and subject to review by the Finance
Board's Exami nation and Regul atory Oversight Division to
ensure conpl eteness and conpliance with these Cuidelines.
When necessary, a letter to the file noting that by the
request of the regul ator the exam nation report was returned
or destroyed is sufficient docunentation that an exam nation
report was reviewed.

Pursuant to section 933.3(b) of the Finance Board's
nmenbership regulation, the FHLBank nust notify the Finance
Board of any apProvaI action within 10 cal endar days of
approval. The tollow ng information nust be provided to the
Fi nance Board on a weekly basis for all approvals during the
reporting period (See Exhibit O:

o Date of approva
o Institution name and |ocation

o Charter type

o Insurer

o Holding Conpany

o Total assets (date)

o Residential nortgage loans ratio (date)

o Qualified thrift investnents ratio (date)

5
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o CAMEL rating (date) and regul ator

o CRA rating (date) and regul ator

o Risk-based and |everage capital (requirenents vs. ratios)
o Adjusted earnings (x/6 quarters)

o Enforcenent actions

o Audit opinion (date)

o Preformance trends

o Character of managenent certification

0 Adjusted ROA

o Non-performng loans to total loans ratio

o Non-performng assets to e?uity ratio

o Loan loss reserve to non-pertormng loans ratio

o Domestic risk real estate loans to total donestic |oans

The definition and nethodol ogy for the last five itens above
are found in Exhibits A and B of this chapter. The |ast
five itens do not need to be cal culated for CAVEL or MACRO
"1" rated institutions,

In addition, the FHLBank nust send the conpleted "Mkes
Long-term Home Mortgage Loans: Assessment Wrksheet" (See
Chapter II1-C, Exhibit A) and the conpl eted docket nunber
request formalong with the Del egated Approval Wrksheet
(See Exhibit C for all delegated approvals.

The FHLBank nust also submt to the Finance Board a nonthly
report, Wthin five business days after the close of the
month, that includes mninum stock purchases by new nenbers
during the month. These reports shall be prepared in
connection with and pursuant to current guidelines devel oped
by the Finance Board s Financial Reporting and Qperations

D vi si on.

Speci al Condi tions

Applications not eligible for delegation. Certain
applications nust be submtted to the Finance Board for
review and approval, regardless of conpliance with the
CQuidelines outlined in this chapter. hi s includes
applications from the follow ng:

o Insurance conpani es;
o De novo institutions;

o Credit unions;
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o Institutions resulting from a nmerger or acquisition
within the six quarters inmmedi ately preceding their
application for nmenbership or institutions in the process
of acquirin% another institution within the two quarters
followng the date of the digest (See Chapter VIII-B for
detail on the materiality of the nerger); and

o Institutions that fail to comply with all of the
conditions for delegated approval, as outlined above.

Exam nation report 1ssues. The FHLBank nust obtain and
review the institution's nost recent examination report (See
Chapter I1l1-A). This exam nation nust have been conducted
within the two-year period inmrediately preceding the

aﬂpl ication for nenbership. | f any of the follow ng apply,
the application my not be approved under del egated

authority:

O Stale exam nation. The npst recent exam nation was
conducted nore than two years prior to the date of
receipt by the FHLBank of the institution's application
for menbershi p.

o State examnation. The nost recent exam nation was
conducted by the State regulator, the examnation rating
I's known, but the State will not permt the FHLBank
access to the exam nation report for review, and a
federal exam nation report has been obtained for review,
but was conducted nore than two years prior to the date
of the application.

o State exam nation. The nost recent examination was
conducted by the State regulator, the examnation rating
Is known and resulted in a rating of CAMEL 3 or worse,
but the State will not permt the FHLBank access to the
exam nation report for review, and the nost recent
federal exam nation report has been obtained for review
and was conducted within the two year time frane, and the
federal examnation resulted in a rating of CAMEL 1 or 2.



EXHBIT A

Cal cul ation of Perfornmance Ratios -
Using Call Report Line ltens

The follow ng summary provides the cal cul ati on net hodol ogy
for the five qualifying performance ratios, assumng an Applicant
received a conposite CAMEL rating of "2" in its nost recent
exam nation and the FHLBank needs to assess whether menbership
aﬁproval can be delegated. Ratios nust be calculated for each of
the nost recent six quarters and nmust neet or exceed designated
thresholds in at least four of these six quarters, including the
most recent quarter. The summary utilizes the Call Report as the
primary source of financial data:

L. Annual i zed Return on Average Assets (adjusted):
Threshold: Geater than or equal to .60 percent

Cal cul ati on:

RIAD 4301: Income (loss) bef. taxes, extra. itens & other
adj ustnents - _
RIAD 4091: Gain (loss) on sec. not held in trading

Di vided by:

RIAD 4301: Inconme (loss) bef. taxes, extra. items & other
adj ust ment s

Mil tiplied by:

RIAD 4300: Income (loss) bef. extra. itenms & other
adj ustment s

Di vi ded by:
RIAD 4340: Net incone (loss)
Mil tiplied by:

Unadj ust ed ROAA*

*Unadj usted ROAA equals annualized RIAD 4340 on a quarterly
basi s divided by RCON 3368.



EXH BIT A (Conti nued)

(2) Nonperformng loans & OREO to total |oans & OREQ

Threshol d: Less than 4.00 percent

Cal cul ati on:

RCON 5525:  Total

90+ day past due |oans -

RCON 3506: 90+ day debt securities +

RCON 5526:  Tot al

nonaccrual |oans -

RCON 3507: Nonaccrual debt securities +
RCON 1616: Restructured | oans +

RCON 2150: O her
Di vi ded by:

RCON 2122: Tot al
RCON 2150: O her

real estate owned

| oans and | eases +
real estate owned

(3) Nonperformng assets to equity + |loan |oss reserves:

Threshol d: Less than 30.00 percent

Cal cul ation

RCON 5525:  Tot al

90+ day past due | oans and debt

securities +

RCON 5526:  Tot al

nonaccrual |oans and debt securities +

RCON 1616: Restructured | oans +

RCON 2150: O her
Di vi ded by:
RCON 3210: Tot al

real estate owned

equity capital +

RCON 3123: Al l owance for |oan | osses +
RCON 3128: Allocated transfer risk reserve



EXH BIT A (Continued)

(4) Loan | oss reserves to non-performng |oans:

Thr eshol d:
Cal cul ati on:

RCON 3123:
RCON 3128:

Di vi ded by:

RCON 5525:
RCON 3506:
RCON 5526:
RCON 3507:
RCON 1616:

G eater than or equal to 60.00 percent

Al | owance for |oan | osses +
Allocated transfer risk reserve

Total 90+ day past due |oans -
90+ day debt securities +
Total nonaccrual | oans -
Nonaccrual debt securities +
Restructured | oans

(5) Domestic risk real estate loans to total domestic |oans:

Thr eshol d:
Cal cul ati on:

RCON 1415:
RCON 1420:
RCON 1460:
RCON 1480:

Di vi ded by:
RCON 2122:

Less than 35.00 percent

Construction and | and devel opnent +
Secured by farm and +

Secured by multi-famly (5 or nore) +
Nonfarm nonresidential properties

Total |oans and | eases



EXHBIT B

Calculation of Perfornmance Ratios -
Usi ng Ferquson & Conmpanv BankSource Data

The follow ng sunmary provi des the cal cul ati on et hodol ogy
for the five qualifying performance ratios, assumng an Applicant
received a conposite CAMEL rating of "2" in its nost recent
exam nation and the FHLBank needs to assess whet her nenbership
aﬂproval can be delegated. Ratios nust be cal culated for each of
the nost recent six quarters and nust neet or exceed designated
thresholds in at least four of these six quarters including the
nost recent quarter. The summary utilizes the Ferguson database
as the primary source of financial data:

(1) Annualized Return on Average Assets (adjusted):
Threshold: Geater than or equal to .60 percent

Cal cul ation:

Cperatin? i ncome (loss) bef. taxes & extra. itens /
| ncome (loss) bef. taxes & extra. itens

Multiplied by:

Net incone (loss) bef. extra. items /
Net income (Iloss

Mul tiplied by:
Unadj ust ed ROA

(2) Nonperformng loans & OREO to total |oans & OREQ
Threshold: Less than 4.00 percent

Cal cul ati on:

Total 90+ day past due |oans +
Total nonaccrual |oans +
Restructured | oans +

OREO

Di vided by:

Total | oans +
OREO



EXH BI T B (Conti nued)

(3) Nonperform ng assets to equity + |oan |o0ss reserves:

Thr eshol d: Less than 30.00 percent

Cal cul ation

Total 90+ day past due loans +
90+ day debt securities +
Nonaccrual |oans +

Nonaccrual debt securities +
Restructured |oans +

CREO

Di vi ded by:

Total equity +

Loan | 0ss reserve +
Allocated transfer risk

(4) Loan loss reserves to non-performng |oans:
Threshold: G eater than or equal to 60.00 percent
Cal cul ati on:

Loan | oss reserve +
Al l ocated transfer risk

Di vided by:
Total 90+ day past due |oans +

Total nonaccrual |oans +
Restructured | oans

(5) Donestic risk real estate loans to total donestic |oans:
Threshol d: Less than 35.00 percent

Cal cul ation:

Total construction and devel opnent | oans +
Secured by farm and |oans +

5 or nore famly unit loans +

Nonfarm nonresidential |oans

Di vi ded by:

Total donestic |oans and | eases



Exhibit C
DELEGATED APPROVAL
FHLBank District

Date of Approvai:

Institution Name & Location:
Charter Type:

Insurer:

Holding Company:

Total Assets & Date:

QTL & Date:

RML ratio & Date:

.:'CAMEL Rating, Date & Regulatﬁr:
CRA Rating, Date & Regulator:
Risk-based Capital & Date: Requirement:
Leverage Capital & Date; Requirement:
Adjusted Earnings (i.e., 6/6, 5/6):

Enforcement_Actions:

Audit Opinion & Date:

Performance Trends:

Character of Management Certification:

Cui’rem Qtr. Qtr. #2 Qtr. #3 Qtr, #4 Qtr. #5 Gtr. #6

Annualized adjusted ROA
Nonperforming loans + OREQ/
total loans +OREQO
Nonperforming assets/

Equity & loan loss reserves
Loan loss reserves/
Nonperforming loans

Domestic risk real estate loans/
Total domestic loans

MAKES LONGsTEBMMHOMEMORTY

Does the Applicant originate or purchase home mortgage loans with a maturity of 5 years or greater?

Yes " No




. . ~ Federal Housing Finance Board
GUldelmeS District Banks Directorate

VOLUME: Menber ship Applications CHAPTER: V-B
CHAPTER  Approval Process PAGE: 1 of 8
SUBJECT:  Conpl ete Application DATE:  Novenber 17, 1993

Requi renent's

1. PURPOSE. This section sets forth requirenents that _
constitute a conplete application upon receipt at the Fi nance
Boar d.

2. REFERENCE. 12 CF.R § 933.2(a).

3. SPECI AL CONDI TI ONS.

o None.



APPROVAL PROCESS:  COVPLETE APPLI CATI ON REQUI REMENTS

Docunent ati on Requi renents

Al applications.

(1) Digest including a response for all statutory
eligibility and Finance Board Review Standards,

(2) Financial condition analysis, and

(3) Any additional justification or information required
under Revi ew Standards.

De novo institution.
(1) D gest*,

(2) Financial condition analysis*,

(3) Analysis of institution's perfornmance agai nst original
and revised business plans including conparative
tables that review budget to actual performance, and

(4) Any additional justification or information required
under Revi ew Standards.

*See Chapter VIII-A for special requirenents.
Credit Union.
(1) D gest,

(2) Financial condition analysis, and

(3) Any additional justification or information required
under Review Standards.

| nsurance Conpany.

(1) D gest,
(2) Financial condition analysis, and

(3) Any additional justification or information required
under Review St andards.
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Recent and Pendi ng Mergers.
(1) D gest*,

(2) Financial condition analysis*, and

(3) Any additional justification or information required
under Revi ew Standards

*See Chapter VIII-B for special requirenents.

Fi nanci al Data Consi stency

(1) Al financial data nust be based on the nost currently
avai l able quarter-end regulatory financial report for
which there is a conplete set of financial data. All
financial data and financial ratios in the FHLBank
subm ssion nust be as of the sane date.

I nformati on Requirenents for Statutory Criteria

Or gani zati on

(1) Date of charter and type of charter.

(2) Whether it is part of a holding conpany, the nane,
asset size and location of the holding conpany;
whet her any other affiliates of the holding conpany
agF_FHLBan menbers and any depository institution
affiliates.

| nspecti on and Requl ati on

(1) Primary and secondary regul ator(s).

(2) Agency that insures the deposits; if it is an
I nsurance conpany, indication that there are no
I nsured deposits.

Makes Long-Term Honme Mbrtgage Loans

(1) Statenment that the Applicant qualifies under this
requirenent.

(2) Description of the qualifying product.

(3) Whet her nort gage-backed securities are held, dollar
anount of the nortgage-backed securities and
percentage of nortgage-backed securities to tota
assets.

3
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APPROVAL PROCESS: COVPLETE APPLI CATI ON REQUI REMENTS

The 10 Percent Test

(1) Statenment that the Applicant qualifies under this
requirenent.

(2) Amount of residential nortgage |oans and total assets.

(3) Residential nortgage |loans ("RW") as a percentage of
total assets; an% assets used in the calculation that
require Finance Board consideration on a case-by-case
basis in order to qualify; if such assets are
included, the calculation should be nade both
excluding and including such assets.

Fi nanci al Conditi on Such That Advances Can Be Safely Made

(1) Statement that the Applicant qualifies under this
requirenent.

(2) Basis for the conclusion under (1).

(3) Indication that the Applicant qualifies to take down
advances under the FHLBank's credit policy. Not e and
explain any reasons the Applicant would not qualify
for advances under the FHLBank's credit policy.

(4) Estimate of eligible collateral.

Character of Mnagenent and Hone-Fi nancing Policy

(1) Statement that the Applicant qualifies under this
requirenent.

(2) Certification from the Applicant's managenent on
character of management. FHLBank search of publicly
avail able information al so recomrended.

(3) Any other issues that may reflect adversely on
character of managenent.

(4) Description of the home financing policy; if the
Applicant does not have one, discussion of why it does
not have one.

(5) CRA rating and date of the rating.
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Informati on Requirenents for Finance Board Revi ew
St andar ds

CAMEL Rati ng

(1) The rating, date of the rating and the regulatory
agency for the Applicant's npst recent exam nation
reviewed in connection with the application

(2) If the rating is nmore than two years old or the
Appl i cant has never been rated, such information nust
be disclosed as well as a justification for the
approval reconmendat i on.

(3) If the mostrecent exam nation was performed by a
State regulatory agency that refuses the FHLBank
access to the examnation report, docunent the efforts
to obtain the exam nation and provide information on
the nore dated Federal exam nation. [ f possible,
provide the date and the rating for the State
exam nati on

CRA Rati ng

(1) The rating, date of the rating and the rating agency
must be provi ded.

(2) If the CRA rating is below satisfactory, docunented
evi dence must acconpany the application to indicate
the steps taken to correct the CRA deficiency
i ncl udi ng correspondence with the regulator and/or a
statement of corrective action.

If the evaluation was performed after July 1, 1990,
provide a copy of the public portion of the CRA
eval uation for review by the Housing Finance

D rectorate,

(3) If the Applicant is not subject to a CRA rating,
a description by the Applicant nust acconpany the
aﬁpllcat[on to Indicate that the institution serves
the credit needs of its comunity.

Capital

(1) Capital ratios, Al mininum capital ratios required
by the regulator along with the name of the regul ator

must be listed. The Applicant's actual capital ratios
must al so be |isted.



APPROVAL PROCESS: COWPLETE APPLI CATI ON REQUI REMENTS

(2) If the regulatory requirenents are not net, then a
justification for approval nust be presented in the
Di gest.

Recent Earni ngs

(1) The nunber of quarters with positive net incone over
the nost recent six quarters.

(2) Credit union applicants nust provide Call Reports
showi ng earnings for filing periods as follows: For
credit unions filing sem annually, obtain the four
most recent semannual Call Reports; for credit unions
filing quarterly, a phase-in process wll be used
until a full six quarters of Call Reports are
avai | abl e. [f the nunber of quarters being used is
greater than or equal to the number of sem annua
periods, obtain the six nost recent filing periods of
Call Reports; if the number of quarters being used is
| ess than the nunber of sem annual periods, obtain the
four nost recent filing periods of Call Reports. The
proposed rule by the NCUA for federally insured credit
unions is as follows:

Credit unions with assets greater than $100 million
file quarterly as of March 31, 1992

Credit unions with assets greater than $50 mllion
file quarterly as of March 31, 1993

Credit unions with assets greater than $20 nmillion
ile quarterly as of March 31, 1994.

Indicate the nunber of periods resulting in positive
earnings due to securities gains or extraordinary
items. To satisfy the Review Standard, credit unions
must show a profit for at least three of the nost
recent four semannual filing periods or at |east four
of the nost recent six filing periods, as applicable.

(2) If a de novo institution has been operating for |ess
than six quarters, report the nunmber of profitable
quarters out of the total nunber of quarters in
business. Note: a de novo institution nust be able
to report at least three quarters of operating data to
be considered for menbership.

(3) If this Review Standard is not net, a justification
for approval must be presented in the Digest.

6



APPROVAL PROCESS: COVPLETE APPLI CATI ON REQUI REMENTS

5. Enf or cenent Acti on

(1) Date, type of enforcenent action and regulatory agency
initiating the action.

(2) Description of the requirenents of the action and
whet her the Applicant is in conpliance with such
requi renents.

(3) If the requirenments of this Review Standard are not
net, additional justification for approval nust be
presented in the digest.

6. Audit Reports

(1) The results of the nost recent audit. Acceptable
docunent ation includes: the opinion of the independent
audit of the Applicant; or if audited financia
statements of the Applicant are |acking, audited
financial statenents at the hol ding conpany |evel nay

be used. In the absence of any audited financial
statenents, a director's exam nation/report or outside
party's review may be used. |f any of the
aforenmentioned are lacking, an intérnal audit may be
used. If no internal or external audit of any kind is

avail abl e, published financial statenents with
certification froman officer of the Applicant that
the published financial statenents were prepared in
accordance with GAAP nust be provided

(2) If the ﬁfplicant has never been audited or is not
required to have an audit of any kind, such nust be
indicated with supporting documentation for the
FHLBank' s determ nation.

(3) If the above cannot be satisfied, additional
justification for approval nust be presented in the
Di gest.

1. Recent Fi nancial Perfornance Trends

(1) A statenent whether there has been any deterioration
since the nost recent regulatory exam nation.

(2) N@%or strengths and weaknesses described nore fully in
the financial condition analysis.

(3) If the requirenents of this Review Standard are not
met, then additional justification for approval nust
be presented in the digest.

7



APPROVAL PRCCESS: COWPLETE APPLI CATI ON REQUI REMENTS

8. Character of Minagenent

(1) Character of management. The application nust include
a certification by the Applicant regarding the
exi stence of relevant crimnal, civil or
adm ni strative proceedings reflecting on
credi tworthiness, business judgnent or noral turpitude
since the last regulatory examnation, and any
known potential nonetary liabilities, pending nateria
| awsuits, or unsatisfied judgnents agalnst the
institution.

The Finance Board also recommends, but does not
require, a diligent review of public records (e.?.
Lexi s/ Nexis) for directors and officers, particularly
those of insurance conpany applicants.

(2) If the requirenents of this Review Standard are not
nmet, then additional justification for approval nust
be presented in the digest.

9. Additional Justification

(1) Additional justification. Additional justification
for approval nust be provided where the above
referenced requirenents cannot be satisfied.

(2) Inconplete Documentation. Description of efforts
undertaken by the FHLBank to obtain and review
requi red docunentation and justification for approva
absent such documents nust be submtted for
applications where required docunentation is
unavail able (i.e., CRA exam nations, State
exam nations).

10. Reconmmendati on

(1) The digest must include a recommendation. The _
recomrendation must be signed by the president (or his
desi gnee) .

(2) The digest nmust also include a certification from
FHLBank counsel .

NOTE: If in doubt about application requirenents, contact
the Finance Board before the application is
subm tted. I nconpl ete document ati on del ays al
appl i cation processing.

8



Membership Applications

7 1° Federal Housing Finance Board
GUldelmeS District Banks Directorate

VOLUME: Mermber ship Applications CHAPTER V-C
CHAPTER:  Approval Process PAGEE 1 of 4
SUBJECT: Processing Time Franes DATE:  Novenber 17, 1993

1. PURPCSE, This section sets forth the time franes for
processing applications for menbership.

N

REFERENCE. None.
SPECI AL CONDI Tl ONS.
o None.

.(A.)



APPROVAL PROCESS:  PROCESSI NG TI ME FRAMES

[ Backar ound

The followng time frames are internal guidelines
established to provide the FHLBanks with an estimte of approva
tining_for menber shi p apPllcatlons. The time franes vary
dependi ng upon the profile and financial characteristics of
Applicant institutions.

In general, an application qualifies for 10-day processin
if it nmeets all of the statutory criteria and the Finance Boar
Review Standards and the full docunmentation required is received
in the original application. Al other applications fall under a
30-day approval deadline unless policy issues arise that require
approval by the Board of the Finance Board. [In such cases
processing tine franes are |onger.

1. Appl i cati ons Recei ving 10-day Processing

o Meets all statutory requirenents:
- Duly organi zed under State or United States |aws

- Subject to inspection and regul ation under banking or
simlar |aws

- Makes hone nortgage loans with a maturity of five
years or nore

- 10 percent of total assets in residential nortgage
| oans

- Financial condition is such that advances may be
safely made to such Applicant

- Character of managenment and hone-financing policy are
consistent with sound and econom cal home financing

o Meets all of the follow ng Finance Board Review Standards
requi rements:

- CAMEL 1 or 2 within the last two years from subm ssion
of application to the Finance Board

- CRA rating of "SatisfactoryN or better

Capital ratios nmeet regulatory mnimmrequirenents

Earnings in 4 of the past 6 quarters of operation



APPROVAL PROCCESS: PROCESSI NG Tl ME FRAMES

No enforcenent actions currently in place

Unqual i fied auditor's opinion or directors' report
with no material findings

Recent performance trends indicate no significant
deterioration in financial condition since the [ast
exam nation

- Neither the Applicant nor any of its directors or
seni or managenment has been the subject of crimnal,
civil or admnistrative proceedings reflecting upon
credi tworthiness, business judgnent, or nora
turpitude since the nost recent exam nation by the
institution's primary regulator, and there are no
potential nonetary liabilities, material pending
[awsuits, or unsatisfied judgnents against the
institution

o Meets all of the above Finance Board Review Standards
requirements, but fails one or nore of the five
performance ratios required for del egated approval by the
FHLBank described below in three of the six quarters
i medi ately preceding the application for menbership or
the nost recent quarter:

annual i zed return on average assets (net of securities
gai ns/l osses and/or extraordinary items) of greater
than or equal to 60basis points;

ratio of non-performng |oans plus other real estate
owned to total loans plus other real estate owned of
| ess than 4percent;

ratio of non-performng assets to equity plus |oan- |oss
reserves of less than 30percent;

ratio of loan | oss reserves to non-performng | oans of
greater than or equal to 60percent; or

ratio of domestic risk real estate |oans to total
domestic | oans of |ess than 35percent.

Appl i cati ons Receiving 30-day Processing

o CAMEL 1 or 2 rated institution that fails any one of the
requirenents in paragraph 1 above or the Delegation
Criteria (other than the five ratios described above).



APPROVAL PROCESS: PROCESSI NG TI ME FRAMES

o CAMEL 3 rated institution

o De novo institution

o Insurance conpany

o Credit union

o Institution that has nerged within the past six quarters
or plans to nmerge in the next two quarters (See Chapter
VII1-B)

o Institutions where recent financial performance trends are
negative, including institutions which were unprofitable
in the nost recent quarter, had consecutive quarterly

i ncreases_in nonperformng assets, or had materia
declines in profitability, capital or |oss allowances.

O her  Applications
o CAMEL 4 or 5 rated institution

o Institution with policy determnations that require
approval by the Board of the Finance Board. For exanple

- Institution makes 3-year balloon paynent nortgages
anortized over 30 years and holds no nortgage- backed
securities.

- Institution is part of a large bank hol ding conpany
structure with subsidiaries in weak financial
condition. Holding conpany does not provide a source
of strength to its subsidiaries.

- Institution does not neet capital requirenments and is
under a regulatory capital plan.



Membership Applications

RPRE . Federal Housing Finance Board
Guidelines District Banks Directorate

VOLUME: Menber ship Application CHAPTER: VI-A
CHAPTER  Capital Stock PACE: 1 of 8
SUBJECT: Capital Stock Calculation DATE: Novenber 17, 1993

1. PURPCSE. This section sets forth procedures to calculate an
Applicant's FHLBank stock requirenent.

2.  REFERENCE. Federal Home Loan Bank Act, 12 U S.C. 88 1426(b),
and 1430(e)(3); 12 CF.R 8 933.7(a).

3. SPECI AL CONDI TI ONS

o Calculation for thrift applicants after first quarter of
operati on.

o Insurance conpany calcul ation



CAPI TAL STOCK:  CAPI TAL STOCK CALCULATI ON

| . Backgr ound

Section 6(b) of the Federal Honme Loan Bank Act requires al
menbers to purchase FHLBank stock equal to one percent of the
menber's aggregate unpaid |oan principal, but not |ess than $500.
Addi tional Iy, section 10(e)(3) requires each menber to purchase
FHLBank stock as if at least 30%of its total assets were home
nmortgage | oans. Therefore, a nenmber is required to maintain
FHLBank stock equal to the greater of one percent of aggregate
unpaid [oan principal or one percent of 30% of total assets.

To ensure that the FHLBanks are uniforn1{ interpreting and
applying the definitions for the FHLBank stock requirenent
calculation, this chapter provides instructions and definitions
for calculating the mninum capital stock requirenent.

1. Docunentation

1 acertification indicating an agreenment to purchase FHLBank
stock must be conpleted at the tmethe nenbership
application is filed with the FHLBank (See sanple
certification attached as Exhibit A). The certification nust
be signed by a majority of the Applicant's board menbers or
by a representative delegated the authority to sign for the
board and whose signature is attested to by the corporate
secretary.

The purpose of such a certification is to ensure that the
Appl i cant understands the stock purchase requirenment and
knows the approximate amount of stock required to be
purchased after approval

2. Exhibits B through D provide line item definitions and
cal culation methodology for the mnimm FHLBank stock
requirenent for commercial banks, thrifts and credit unions.

NOTE: The line item definitions contained on the attached
forms also can be used during the annual FHLBank stock

adj ust nent process or upon approval for menbership (See
Chapter VI-B)

(11, Special Condi ti ons

1 Thrift Calculation. The line item definitions provided for
the thrift calculation incorporate line itens fromthe
year-end Annual Supplenent. Consequently, the FHLBank shoul d
devel op a conparable quarterly line item definition for
thrift applicants filing for nembership after the first
quarter of operation.



CAPI TAL STOCK:  CAPI TAL STOCK CALCULATI ON

I nsurance Conpany Calculation. In calculating the FHLBank
stock requirenment for insurance conpany applicants, the
FHLBank wll need to obtain a conplete listing of all
permanent single and nultifamly nortgages and all
residential nortgage-backed securities.



Exhibit A

FEDERAL HOME LOAN BANK OF

Appl i cant Nane:

APPL| CATI ON FOR MEMBERSH P AND PURCHASE OF
STOCK I N FEDERAL HOVE LOAN BANK

(Date of Application)

The undersi gned Applicant hereby applies for nenbership in the

Federal Home Loan Bank of (FHLBank) and, if approved
for menmbership, wll purchase shares of stock in
the par value of $100 each in the FHLBank, and agrees to nake
payment in the amount of $ as paynent of said stock

purchase within 60 cal endar days of approval for FHLBank.
menber shi p.

Applicant is of the opinion that it is eligible to beconme a
menber of the FHLBank and that it is authorized to purchase and
hol d capital stock in the FHLBank and to nmintain deposits there.
Applicant understands that this application nmust be considered,
acted upon, and approved by the Federal Housing Finance Board
(Finance Board) before becom ng a nenber of the FHLBank

IR submtting this application, Applicant understands and agrees
t hat:

(1) It will be advised whether or not its application for
menbership is approved.

(2) If admtted to nmenbership, it will conformto all
requi renents of the Federal Hone Loan Bank Act, as now
,or hereafter amended, and to the rules and regul ations
t her eunder.

(3) In applying for, and if Applicant is admtted to
nmenbership, the Finance Board and the FHLBank are
authorized to receive any information, exam nation
reports and other supervisory materials provided by the
aPPropriate State or Federal regulatory authority or
officer exercising supervisory authority over Applicant
regarding Applicant and its affairs.

(4) It will not represent itself to be a nenber of the
FHLBank until it has received notice of approval of
menber ship and has purchased its m ninmm stock
requirenent.



Exhibit A (Continued)

FEDERAL HOVE LOAN BANK OF

APPL| CANT NAME:

Applicant by its duly authorized representative and the

undersi gned nenmbers of Applicant's board of directors severally
represent that each such person has read this application and
that in the opinion of each such person, he or she has made such
exam nation and investigation as is necessary (or is relying in
good faith upon information received from qualified persons) to
enable himor her to express an informed opinion that this
apP!lcatlon conplies, to the best of his or her know edge and
belief, with the apPI|cabIe requi renents of the Federal Hone Loan
Bank Act and the rules and regul ations thereunder.

(Exact Name of Applicant as Specified in Charter)

(Street Address of Applicant)

(Gty, State, and Zip Code)

o (Duly Authorized Representative)
ATTEST:
(Secretary)
S| GNATURES OF AT LEAST A
MAJORITY OF THE DI RECTORS/ TRUSTEES*
Name (print) Corporate Title Si gnature

*Opt i onal



Sum of:

TOTAL MORTGAGE ASSETS (1)
1% OF (1) (2)
TOTAL ASSETS (3)

. 3% of (3) (4)

Exhibit B
COMMERCIAL BANKS

Conputati on of FHLBank Stock Requirenent

As of
(nost recent quarter)

-4 Fam |y l\/lbrtgages - Revol ving
ne lc

(RG-C, Line Ic(l))

|-4 Fam |y Mortgages - O her
(RCG-C, Line Ic(2)ath)

Multifam |y Loans

(RCG-C, Line 1d)
FNMA & FHLMC PCs & Passt hroughs

(RGB, Line a(l))
G\MA PCs & Passt hroughs

(RGB, Line a(2))

O her Private Residential PCs &
Passt hr oughs

(mﬁ,u%4mé)

REQUI RED STOCK PURCHASE:

Geater of (2) or (4
Round (5) tg) )next i)ghest $100 ()

Pl ease enter total (in thousands) as reported on the nost

regul atory financial report.

recent



Exhibit C
THRIFTS

Conput ati on of FHLBank Stock Requirenent

As of
(nost recent quarter)

Mortgage Loans and Contracts

(AS 150)
M nus:
Resi dential Construction Loans
(SC 230 plus SC 235)
M nus:
Bal ance of |oans in process/undi sbursed
comm tments on residential property
(AS 140)
NET MORTGAGE LOANS 1)
1% of (1) (2)
TOTAL ASSETS (3)
(SC 060)
.3% of (3) (4)

REQUI RED STOCK PURCHASE:

Greater of (2) or (4) (5)

Round (5) to next highest $100.

Pl ease enter total (in thousands) as reported on the nost recent
Thrift Financial Report.



Exhibit D
CREDIT UNIONS

Conmput ati on of FHLBank Stock Requirenent

As of
(most recent quarter)

First Mdrtgage Real Estate

(NCUA 5300, Line 703)

M nus:
Portion of Line 703 representing
construction |oans
TOTAL MORTGAGE REAL ESTATE ASSETS (1)
Pl us:
G her Real Estate (2)
(NCUA 5300, Line 386)
Federal Agency Mortgage- Backed _
Securities (Include only the portion (3)
of NCUA 5300, Line 742c that is MBS)
NET MORTGAGE LOANS (4)
(1) +(2) +(3)
1% OF (4) (5)
TOTAL ASSETS (6)

(NCUA 5300, Line 010)

. 3% of (6) (7)

REQUI RED STOCK PURCHASE:
Geater of (5) or (7) (8)

Round (8) to next highest $100.

Pl ease enter total (in thousands) as reported on the nost recent
NCUA Fi nanci al Report.



. Membership Applications

dCr 88

. . Federal Housing Finance Board
GUldelmeS District Banks Directorate
VOLUME: Mermbership Applications CHAPTER  VI-B
CHAPTER:  Capital Stock PAGE: 1 of 3
SUBJECT:  Capital Stock Purchase DATE:  Novenber 17, 1993

Procedur es
1. PURPOCSE. This section sets forth procedures for capita
stock purchase by newy approved nenbers.

2.  REFERENCE. Federal Hone Loan Bank Act, 12 U S.C. 88 1426(c);
12 CF.R 88 933.7(h), (c), (d).

3. SPECI AL CONDI TI ONS

o Failure to purchase stock w thin designated time
period after menbership approval

o Failure to purchase full anount of stock after having
purchased a portion of the mninmm stock requirenent.

o Timng of initial stock purchase.



CAPI TAL STOCK:  CAPI TAL STOCK PURCHASE PROCEDURES

Backgr ound

Section 933.7(b) of the nenbership regulation provides that

an Applicant need not pay for stock until 1ts application for
menbership in the FHLBank has been approved. This chapter
provides pertinent information about the capital stock purchase
procedur es.

Il
1.

Docunent ati on

Upon approval for nenbership, the Applicant has 60 cal endar
daYs in which to pay for its mninmm stock purchase, as
calculated in Chapter VI-A.

Alternatively, the Applicant may elect to pay for the stock
ininstallments. If so, the first one-quarter installnent
nust be paid within 60 cal endar days of approval, with a
further sum of not |ess than one-fourth of the total anount
payable at the end of each succeeding period of four nonths
until the total is paid.

An Applicant's menbership in the FHLBank System begins upon
payment of its mninmm stock requirement or the first
Installnent of its mninum stock requirement. See 12 C. F.R
8 933.7(c). The Applicant is then entitled to the
privileges of membership, including the ability to obtain
advances fromits FHLBank. However, borrowi ng capacity
would be limted by the advances-to-capital stock

requi rements of section 10(c) and (e) of the Federal Home
Loan Bank Act (See Chapter VI-C, herein). See 12 U.S.C

§ 1430(c), (e).

Speci al Conditions

Failure to purchase stock within designated time period.: |If
an approved Applicant fails to pay for its mninmm stock
purchase or its first quarterly installment within 60

cal endar days of its approval for nenbership, the approva
shall be rescinded. The institution will then be required
to submt a new application for nenbership if it wants to be
a menber. See 12 CF.R § 933.7(d).

The FHLBank mnust provide appropriate notification to the

Fi nance Board of each such rescinded approval. Such
notification should be received by the Finance Board within
10 cal endar days after the expiration of the stock purchase
tinme period described above.



CAPI TAL STOCK:  CAPI TAL STOCK PURCHASE PROCEDURES

Failure to purchase the full anount of the m nimum stock
requirement. After electing to purchase stock in

install nments, Applicants who fail to purchase the fulb
amount of the mninum stock requirement after Purchasing at
| east one installnent may be subject to renoval from
menbership at the Finance Board' s discretion, pursuant to
368550?4933'14 of the menbership regulation. See 12 CF.R

Timng of initial stock purchase. An applicant shall not be
permtted to purchase FHLBank stock until its application
for nmenbership has been approved.




Membership Applications

K . . Federal Housing Finance Board
GMdehneS District Banks Directorate

§

\

VOLUME: Menber ship Applications CHAPTER  VI-C
CHAPTER  Capital Stock PAGE: 1 of 6
SUBJECT: ATIP Cal cul ation DATE:  Novenber 17, 1993

and Borrowi ng Capacity

1. PURPOCSE. This section sets forth procedures for calculating
an Applicant's Actual Thrift Investment Percentage ("ATIP")
or Qualified Asset Ratio ("QAR'), including the nethodol ogy
for applying the percentage in determ ning the borrow ng
capacity froma FHLBank based on a new nenber's initial stock
pur chase.

2. REFERENCE. Qualified Thrift Lender Reform Act of 1991
Home Oaners Loan Act, 12 U S-C. 8 1467a(m(i); Federal Hone
Loan Bank Act, 12 U-S-C 8§ 1430(e)8|); 12 CF,.R § 935.13
(Finance Board Advances Regul ation

3. SPECI AL CONDI TI ONS

o GCalculating ATIP for de novo institutions



CAPI TAL STOCK:  ATI P CALCULATI ON AND BORROW NG CAPACI TY

Backagr ound \

Section 10(m [Anended Section 1467a(n of the Home Owners
Loan Act and the Qualified Thrift Lender Reform Act of 1991
require thrift institutions to maintain 65% of portfolio assets
in certain donmestic residential or manufactured housing or
housi ng-rel ated investnents (Qualified Thrift Investnents
("QIIs")) or be subject to certain penalties, including limted
access to the FHLBanks' advances w ndow. Fl RREA inposed further
restrictions on all borrow ng nenbers, including comrercial banks
and credit unions, that do not hold the required |evel of QIls.
See 12 U S.C. § 1430(e). Consequently, the FHLBanks nust nonitor
the ATIP (or QAR) of all non-savings "association menbers
?pcprdyng to established procedures and inpose appropriate
imtations.

To ensure that the FHLBanks are uniformy interpreting and
applying the definitions for the ATIP calculation, particularly
wth regard to new nenbers, this chapter provides instructions
and defirnitions for calculating the ATIP and the borrow ng
capacity based on the initial capital stock purchase.

. Docunent ati on

1. The attached worksheets (Exhibits A and B) can be conpl eted
by either the FHLBank (upon receipt of a menbership
application) or the Applicant (upon subm ssion of a
menbership application) to calculate the ATIP. |f the
Applicant conpletes the worksheet, the FHLBank shoul d
conduct a conparative analysis, using appropriate financial
data from the nost recent regulatory financial report.
Significant discrepancies nmust be resolved with the
Applicant. Should new financial data beconme available prior
to or at the time the Applicant is approved for nenbership,
a new ATIP shoul d be cal cul at ed

2. Based on the initial stock purchase, borrow ng capacity is
determ ned as follows:

Borrowi ng Capacity = [Stock Amount x ATIP] divided by 5%

For exanpl e:
Initial Stock Purchase: $250, 000
ATI P; 42. 7%

[$250, 000 x 42.7% divided by 5%
$2, 135, 000

Therefore, the new nenber nay receive advances of $2,135, 000
before additional capital stock nust be purchased.

2

Borrow ng Capacity



CAPI TAL STOCK:  ATI P CALCULATI ON AND BORROW NG CAPACI TY

I1l. Special Conditions

1. De novo institutions. Internal reports provided by the
institution may be used to calculate an ATIP for
automatically approved thrift de novo institutions that

may
not yet have filed regulatory financial data.



EXHIBIT A
COMMERCIAL BANKS
QUALIFIED ASSET RATIO WORKSHEET USING CALL REPORT DATA
'Institution Name City/State ‘
‘ ! | ! !
act ' Account Number | Phone | Period Ending
The caiculation of the QAR is as follows: Total Qualified Investments
Total Portfolio Assets
The line items from your institution's call report can be used to estimate your Qualified Asset Ratio as follows:
'CALCULATION OF DENOMINATOR: TOTAL PORTFOLIO ASSETS CALL REPORT 1
LINE ITEMS ‘
1. Total assets. RCFD2170 or RCON2170  ....cceiivniirininin 1.
i LESS: |
' 2. Goodwill and other intangible assats. RCFD2143 or RCON2143 2.
; 3. Premises and fixed assets. RCFD2145 or RCON2145 3.
| Liquidity — limited to 20% of total assets and less than
; 1 year except as noted.
| 4. Cash and balances dus from depository institutions. " RCON0010 of RCONOOBT  ...cocvrivninirennenenns 4,
5. Federal funds sold. ' RCON0276 5.
. 6. Securities purchased under agreements to reseil. RCON0277 6.
7. Investments in mutual funds. ROONSBEB37 ooooevreveemnirertereeniine serrerarisesmesseneeranenes 7. ]
RCON1756 RCON1757
: 8. Domestic banker's acceptances. or RCON1T755 v 8. | !
! 9. U.S.Treasury securities with a maturity of 5 years or less.* RCONOA00  ..ooieicceireriieerinns serversesssmmassesssasesons 9. !
10. Other U.S.Government agency and corporation obligations (
with maturities of 5 years or less.* RCON3765 & RCONB766  .....cccrnirvervraneeeenens 10.
_ 11. Secuwrities issued by state and local political subdivisions RCON3767 & RCON3768 : |
i with maturities of 2 years or less.* & RCONS7E9  ...oomrreenerceersncenens . |
' 12. Other domestic debt sacuritias with a matsity of 3 years or less* RCONS363 or RCONS457 .. 12. i
:‘ 13. The sum of lines 4 through 12. 13.
14, 20% of line 1. 14,
‘= The lesser of lines 13 or 14, 15.
Total Portfolio Assets (Line 1 minus lines 2, 3, and 15) 16.

CALCULATION OF NUMERATOR: QUALIFIED INVESTMENTS
i Roal estate related loans and FHLB stock:

| 17. Open ended 14 family residential properties. RCONITI7  oooeeeeererneivensses cvneesssessssssssssnsanns 17. |
t 18. Closed—ended 1st & 2nd loans secured by 1-4 family residential (
( properties. RCONS367 & RCONSB368  .....ccovveecnereicenenns 18.
 19. Loans secured by multifamily 1 esidential properties. RCONT4B0 ..ot ceerceeetene e e 19. |
E 20. Construction loans related to 1—4 family residential RCONTA15 e e 20. |
i propeny." ;
| 21. Other Real Estate Owned(residential only) RCONBSI0  oooeeereeeeesresnncne sereceeeteesraessnseeneans 21, ‘_{
| 22. Stock issued by the Federal HOME LOAN BAMK  .ceuucurmeriesisesesrse s s ks s 22,
| 23. Total Real Estate Related Loans and FHLB Stock (Sum of lines 17, 18,19,20,21and22) 23.
! -2 - .
./ Mortgage pool securities: -+ {;ﬁ{ wag+ 1 701 \N\”“\\.\\\
| 24, WS, gavernment—-issued or —guararteed certificates of participation RCON3760 & RCON3762 N
/1 in pools of residential morigages, CMO{s) and REMIC(). g4l & rconares 11411162 24 A
] ‘ 25. Privately—issued certificates of participation in pools of ‘70 RCONO0408 or RCONOD429 | 7 8/ + 17 3, ;
i residential mortgages, CMO(s) and REMIC(s). & RCONS361 of RCONS462 .....0cccimremrecnnes 25. '
. Total Mortgage Pool Securities (Sum of lines 24 and 25) M3 17 3? 26. .
;‘ Items limited to 20% of portfolio assets:
| 27. 50% of residential mortgage loans sold during the quarter. ** RCONBA3T e tsssnstssresserrsreanns 27.
, 28. Stock issued by the Federal Home L.oan Mortgage Corporation (FHLMC) and/or
1 the Federal National Mortgage Corporation (FNIMA). ... iomismreesemsissessisemssessasssesssmesesssssssamsssssnssessassasisesessessssnmsessersesssiosse 28.
| 29. Loans for personal, family, household. or educational purposes. RCON2008 & RCON2011 it 29.
| 30, 10% of line 16. 30.
~° The lesser of lines 29 or 30. ‘ 31. i
The sum of lines 27, 28, and 31. 32. l
o3. 20% of line 16. 33.
(; 34, The lesser of lines 32 or 33. 34
}‘ 35. Total Qualified Investments {Sum of lines 23, 26 and 34) 35. l




EXHIBIT A (Continued)

E:Quﬂlifiec.l Asset Ratio (QAR): Total Qualified Investments (line 35). X 100 =

Total Portfolio Assets (line 16).

|* The amount due in 5 years can be estimated by multtiplying the balance by the ratio of: ~ (RCONO343 + RCON0344 + RCON0345)
i RCONO0347
!
|
| The amount due in 3 years can be estimated by multiplying the balance by the ratio of: (RCONO343 + RCOND344 + (0.50 x RCON0345))
RCON0347
The amount due in 2 years can be estimated by multiplying the balance by the ratio of: (RCONO0343 + RCONO0344 + (0.25 x RCON0345))
ACONO0347 \
RCONO0343 -~ Fixed rate debt secwrities maturing in 3 months or less.
FCONO344 -~ Fixed rate debt secwities maturing in over 3 months through 12 months.
RCONO0345 — Fixed rate debt securitios maturing in over 1 year through 5 years.
RCON0347 - Total fixed rate debt secuities.

All cali report line items are book value.
** This total includes all real estate construction and land development loans. An actual Qualified Asset
Ratio would only include residential—related construction loans.
i *** This total includes ail loans sold. An actual Qualified Assat Ratio would only include residential
mortgage loans originated and sold within 90 days of origination.

Revised 12/92
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o B rier Boks Docetos

i
VOLUME: Menber ship Applications CHAPTER  VII-A
CHAPTER:  Menbership District PAGE: 1 of 3

SUBJECT:  Principal Place of Business DATE:  Novenber 17, 1993

1. PURPCSE. This section sets forth procedures to determne an
Applicant's principal place of business for purposes of
determning I1ts appropriate menbership district.

2.  REFERENCE. Federal Home Loan Bank Act, 12 U S.C § 1424(b);
12 CF.R § 933.5.

3. SPECI AL CONDI TI ONS.

o Principal place of business for insurance conpanies.



MEMBERSHI P DI STRI CT: : PRI NCl PAL PLACE OF BUSI NESS

Backar ound

Under section 4(b) of the Federal Hone Loan Bank Act, an
institution neeting the nenbership eligibility requirements my
only becone a nenber of the FHLBank of the District in which
its principal place of business is located, or of a FHLBank in
an adjoining District if demanded by convenience and with the
approval of the Finance Board. Section 933.5 of the Finance
Board's nenbership regulation defines the term "principal place
of business" and identifies criteria for assessing whether a
state represents an institution's principal place of business.
Accordingly, this chapter provides procedures for determ ning
an Applicant's principal place of business.

. Docunent ati on

L. Definition of Principal Place of Business. Unless
otherw se designated in accordance with paragraph 2 bel ow,
a menber's or Applicant's principal place of business is
the state in which the institution maintains its hone
office, established as such in conformty with the |aws
under which the institution is organized.

2. Transfer of Menbership. A nmenber or an Aﬁflicant may
request in witing to the FHLBank in the D strict where
the institution maintains its home office (i.e., "hone
office" FHLBank) that a state other than the state in
which it maintains its hone office be designated as its
principal place of business. Wthin 90 days of receipt of
such witten request, the board of directors of the "hone
of fice" FHLBank shall designated the state as the
institution's principal place of business, provided all of
the followng factors are satisfied:

o At least 80% of the institution's accounting
books, records and |edgers are maintained, [ocated
or held in such state;

o A mjority of nmeetings of the institution's board
of directors and constituent conmttees are conducted
in such state; and

o A mjority of the institution's five highest paid
officers have their place of enploynent |ocated in
such state.



MEMBERSHI P DI STRI CT: PRI NCI PAL PLACE OF BUSI NESS

The "home office" FHLBank shall send a witten notice of
such designation to the FHLBank to which the institution
woul d be transferred for menbership purposes, as well as
to the Finance Board and the institution. However, a
re-designation by the "home office" FHLBank cannot take
effect until both FHLBank districts involved agree on an
orderly method of transfer of menbership. |[|f such
agreenment is not reached, the Finance Board shall
determne the conditions of the transfer.

Additionally, if the "home office" FHLBank fails to make
the designation requested, the Applicant or nenmber may
request In witing that the Finance Board make the

desi gnat i on.

Speci al Condi tions

Principal place of business for insurance conpanies.

Under insurance |aw, an insurance conpany may designate as
its principal place of business a |ocation other than the
hone office listed in its articles of incorporation. For
menber shi p purposes, the FHLBank may designate an

I nsurance conpany's principal place of business to be the
| ocation the insurance conpang has desi gnated, provided
that the Applicant docunents both its designation of such
other principal place of business and its regulator's
agreenment to the designation



Membership Applications

B . Federal Housing Finance Board
GUldelmeS District Banks Diréctorate

T

VOLUME: Menber ship'  Applications CHAPTER.  VIII-A
CHAPTER Uni que Cases PAGE: 1 of 4
SUBJECT: De Novo Institutions DATE: Novenber 17, 1993

1. PURPCSE. This section sets forth procedures for processing
an application froma de novo institution.

REFERENCE. 12 U.S.C. § 1424(a)(2).
SPECI AL CONDI TI ONS.
o Review and approval by Finance Board required

o CAMEL ratings

W~

o Mninum capital requirenments
o Conpliance with CRA
o Special regulatory conditions

o 10 percent residential nortgage |oans requirenent



UNI QUE CASES: DE NOVO | NSTI TUTI ONS

Backar ound

For purposes of nenbership application approval analysis,
a de novo institution is generally defined as an institution
t hat has been in operation for three years or |ess.
Cccasionally, the institution's Federal or State regulator wl
extend the He novo status over a longer period of tine. n
that case, the regulator's definition will be used. The
foll owi ng procedures are required in evaluating and anal yzing
the eligibility of de novo Applicants:

. Docunent ati on

1. Digest, financial condition analysis and additional
justification/information for all areas of non-conpliance
must be submtted to the Finance Board.

2. An analysis of financial perfornmance in relation to its
regul atory business plan Is required. The information
shoul d be presented as an attachnment to the financia
condi tion anal ysis.

3. Applicants nust have a mninmum of three quarters of
operating history to be considered for nenbership.

[11. Business Plan Review

~ The purpose of a review of the Applicant's regulatory
business "plan is to ensure that the de novo institution is:

(a) profitable or noving toward profitability;
(b) adequately capitalized; and
(c) growing in a nmanner consistent with the business plan.

De novo Applicants often do not have the full six quarters
or four sem annual periods of financial data and performance
history required for nenbership applications. Additionally,
these Applicants often have not been formally rated by their
regulator(s). A business plan review, therefore, wll assist
the FHLBank in making a determnation about the institution's
current and projected financial condition for purposes of
menbership eligibility.



UNI QUE CASES: DE NOVO | NSTI TUTI ONS

The business plan review nust be presented as an appendi X
to the financial condition analysis and nust include the
fol | ow ng:

L. A discussion of the Applicant's regulatory business plan
covering the first three years of operation, including a
conparison of balance sheet and income statenent
projections relative to actual results.

I nclude a discussion of whether the business plan strategy
is being followed, particularly relating to
asset/liability growth and conposition, and

i ncome/ expenses.

2. In addition to the summary discussion above, provide
financial tables (balance sheet and income statenents)
i ndi cating variances from the business plan since
operations began on an annual basis. |f operations began
wthin the last six quarters or four sem annual periods,
prepare quarterly or sem annual conparisons, respectively.

3. In the event that the institution has not yet becone
profitable, provide an evaluation of start-up costs and
projections for anticipated break-even or profitability.

4, Specific information about any special requirenments or
limtations set forth by the prinmary regulator in the
busi ness plan should be addressed, including conpliance
with these requirenents.

5. NOTE: If there have been any material revisions to the
original business plan, briefly describe the reasons for
such revisions and the institution's subsequent progress
under the revised plan.

V. Speci al __Condi ti ons

1 Revi ew and approval by the Finance Board required.

2. CAMEL Ratings. De novo institutions may not have CAMEL
ratings. sent a formal rating, provide infornmation
about any evaluations by the institution's regulator(s),
if available. Informal evaluations often occur prior to

the first formal regulatory examnation (including CRA
exam nation) that result in prelimnary ratings.

NP



UNIQUE CASES: DE NOVQO INSTITUTIONS

M nimum Capital Requirenents. Regulators usually set
forth specific capital requirenents for newy organized
financial institutions that are higher than the
requirements for other institutions. Address the
institution's ponFIiance with special de novo mnimm
regul atory capital requirenents.

Conpliance with CRA.  Absent a CRA rating, provide a

di scussion of how the Applicant intends to conply wth

the CRA. If the Applicant is not subject to the CRA
provide information about the Applicant's efforts relating
to its comunity investment and housing finance activities
to ensure adherence to the FHLBank Systenis housing
finance mssion. Describe how the Applicant has
denonstrated support for the FHLBank System s m ssion.

(ot ai n docunentation and a description which indicates how
the Applicant's credit policies and |ending practices (if
applicable) serve the credit needs of its community.

Special regulatory requirements. Discuss any special
requi renents inposed on the institution by iys

regul ator(s), such as limtations on asset grow h.
Conpliance wth any special requirenents should be
addressed in the standard format used for enforcenent
actions.

&ﬁecifically, list the special requirenments and state

et her the ApFI|cant is in "substantial conpliance",
/' partial conpliance" or "nonconpliance" wth each
requirenent.  Please provide evidence to support
conpl i ance.

Satisfaction of the 10 percent residential nortgage |oans
requirenent. Absent initial satisfaction of the 10
percent requirenent, ensure that the Applicant intends to
neet the 10 percent requirenent within the first twelve
months of its operations, as required by 12 U S.C § 1424

(a)(2).



Membership Applications
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VOLUME: Menber ship Applications CHAPTER VIII-B

CHAPTER: Uni que Cases PAGE: 1 of 10

SUBJECT: Recent and Pending Mergers DATE:  Novenber 17, 1993
L. PURPCSE.  This section sets forth procedures for processing

an application froman institution that (1) has nerged with
or acquired another institution wthin the past six quarters
of operation; or (2) has a merger or acquisition pending
wi thin the next two quarters of operation.

2. REFERENCE. None.

3. SPECI AL CONDI TI ONS
o Review and approval by Finance Board required

o Acquisitions fromthe Resolution Trust Corporation
("Rrrc') and FDI C-assisted acquisitions.

o Acquisition or assunption of certain assets and
liabilities.



UNI QUE CASES: RECENT AND PENDI NG MERGERS

Backgr ound

_ The follow ng guidelines are designed to assist the FHLBank
In evaluatln? and analyzing the eligibility of plicants that
are the result of nergers and acquisitions that have occurred
within the last six quarters of operation. These guidelines
also apply to institutions that have an application pending at a
regul atory agenc% or that have entered into serious nerger

di scussions at the time of application for menbership, where
such nerger is expected to occur within the next two quarters.
Merger discussions that have reached at |east the definitive
agreenent or binding letter of intent stage are an indication of

serious nerger discussions. In some cases, the FHLBank may be
aware that there is a potential merger but the nerger
di scussions are only at a prelimnary stage. In such cases, the

FHLBank need only note in the Digest the status of the nerger/
acqui sition proposal and the names of the parties involved.

1. Application Processing

Atimng test and a materiality test have been established
to determne how merged or pendinﬁ mer ger applicants shall be
processed for purposes of nenbership eligibility. The
transaction nust fall under both of the tests for additiona
anal ysis and documentation to be required for the nenbership
aﬁpllcatlon. An application that satisfies only one or none of
the tests is processed under the standard GCuidelines.

A. Timng Test

If the transaction does not fall under either of the
followng two timng tests, then the nerger is not
considered relevant to the application analysis and
decision. Process the application under the standard
Quidelines, and note the transaction in the D gest and
financial condition analysis.

1. The Applicant nerged within the [ast six quarters prior
to subm ssion of the Digest; or

2. The Applicant is party to a pending nmerger expected to
occur wWithin the next two quarters from subm ssion of
the D gest.



UNI QUE CASES: RECENT AND PENDI NG MERCGERS

B. Materiality Test

If the transaction does not fall under either of the
followng two nateriality tests, then the merger is not
considered relevant to the application analysis and
decision. Process the application under the standard
Quidelines, and note the transaction in the digest and
financial condition analysis.

o The Applicant accounts for |ess than 75 percent of the
conbi ned assets of the resulting entity; or

o The disappearing entity accounted for 25 percent or
greater of the conbined assets of the Applicant at the
tinme of the nerger.

[11. Consummated Merger - Requirenents \Were Applicant Meets
Both the Timng and the Materiality Tests.

Exanple: Institution A nerged with Institution B within
the past six quarters resulting in Institution C  |nstitution C
applies for nenbership. Enphasis should be placed on the
current eligibility of Institution C with a review of the
financial condition of each institution prior to the nerger.
The Applicant and proposed new nenber is Institution C

A Statutory Requirenents

Conpliance with the statutory requirenents is based on the
most current information available on the Applicant follow ng
t he merger.

B. Fi nance Board Revi ew St andards

_ ~Compliance with Finance Board Review Standards for those
institutions which have been exam ned and rated subsequent to
the merger is only required for the Applicant institution.

Conpliance with the Finance Board Review Standards for
those Applicants which have not been rated and exam ned
subsequent to the nerger is required for each institution
involved in the merger in addition to the Applicant institution.

Anal ysis of the Finance Board Review Standards shall be as
fol | ows:

L CAMEL Rating: Review exam nation(s) and provide rating(s).

2. CR-A Rating: Review evaluation(s) and provide rating(s).
3



UNI QUE CASES: RECENT AND PENDI NG MERGERS

Capital Conpliance: Provide the Applicant's nost recent
capital ratios and regulatory capital requirenents.

Earnings: Review the Applicant's earnings over the nost

recent six quarters of operation. Conbine the earnings on
a pro fornma basis for those quarters prior to the nerger.

Enforcement Action: Indicate whether the Applicant is
currently subject to any enforcement action or specia
conditions pursuant to the nerger. |f applicable, follow
the procedures outlined in Chapter III-E

Auditor's Qpinion: Review the auditor's opinion
(director's report, etc.) for the Applicant subsequent to
the nerger. Auditor's opinions prior to the nerger are not
required.

Recent Financial Performance Trends: Sunmarize the
financial performance trends described in the conprehensive
financial analysis with particular attention to the
Applicant. Any significant trends |eading up to-the nerger
or as a result of the merger should be discussed.

Managenent:  Oobtain the "character of managenent”
certification for the resulting managenent team. |t is
al so recormended that the FHLBank conduct a search of
public records on the new nanagenent team.

See Exhibit A for a summary of the requirenents described

above.

C.

Compr ehensi ve Fi nanci al Anal ysi s

Subm ssion of the conprehensive financial analysis is

required. The bullet-point comentary should address the
financial performance trends since the nerger. For those
institutions which have been rated subsequent to the merger, a

i th

rehensive analysis of the Applicant only is required al ong

a discussion of the background of the merger as detailed in

Section D.

For those institutions which have not been rated subsequent

to the merger, a conprehensive analysis of each party to the
nmerger and the Afpl|cant is required along with a discussion of
0

t he background

the nerger as detailed In Section D



UNI QUE CASES: RECENT AND PENDI NG MERGERS

D. G her  Requirenents

o Discuss the background and specific reasons for the
merger including the follow ng:

- Name of all entities involved and charter types.

General statenent regarding the financial condition of
each entity.

- What are the business benefits that will result from
the nerger (economes of scale, reduced overhead, |ess

conpetition)?

- Wich personnel will nanage the nerged entity? Is
executive staff being reduced?

- Does the certification of the character of managenent
and the FHLBank's search of public records, if any,
include all appropriate personnel in the new entity?

- What will be the new entity's loan portfolio focus ana
expected product m x?

- What is the expected asset growh rate for the new
entity?

V. Pendi ng Merger - Requirenents Wiere Applicant ©Meets Both
the Timng and Materiality Tests

Exanpl e: Institution A plans to nmerge with Institution B
within the next two quarters resulting in Institution C
Institution A applies for nenbership. Wile Institution Ais
the Applicant, Institution Cwll be the new proposed nenber.
Institution B is the target. Therefore, enphasis should be
placed on the current eligibility of Institution A, wth
consideration given to the financial condition of Institution B
and the proposed Institution C

A Statutory Requirenents

Conpliance with the statutory requirenents is based on the
most recent information available on the Applicant. Also
Frovide an estimate of the post-merger residential nortgage

oans ratio for Institution C




UNI QUE CASES: RECENT AND PENDI NG MERCGERS

B. Finance Board Review Standards

Anal ysis of the Review Standards shall be as foll ows:

CAMEL Rating: Cbtain and review the exam nation report for
t he Aﬂplicant. Ootain and review the exam nation report
for the target, if available. |f unable to obtain the
target's examnation report, obtain the CAMEL rating and
cite the efforts undertaken to obtain the exam nation
report.

CRA Rating: Obtain and review the CRA Performance

Eval uation or conpliance exam nation report for the
Applicant. Obtain and review the same for the target, if
available. If unable to obtain this information on the
target, seek to obtain the rating and cite the efforts
undertaken to obtain the conpliance examnation report if
not made available by the regul ator.

Any regulator's coments on CRA conpliance and perfornance
made in relation to the proposed transaction should also be
not ed.

Capital Conpliance: Provide the npbst recent capital ratios
and regulatory capital requirenents for the Applicant.
Prepare an estimate of the capital ratios versus regulatory
capital requirements for the resulting entity.

Earnings: Review the earnings fromthe nost recent six
quarters of operation for both the Applicant and the
target. Calculate the earnings on a pro forma basis for
the conbined entity over this same period prior to the
mer ger

Enforcement Action: Indicate whether the Applicant is
currently subject to any enforcenent action. If
applicable, follow the procedures outlined in Chapter

I11-E

Indicate whether the target is currently subject to any
enforcenent action. |f applicable, follow the procedures
outlined in Chapter III-E

Descri be any special conditions anticipated pursuant to or
as a condition of the merger. |s it contenplated that the
resulting entity will be subject to any special agreenents?
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UNI QUE CASES: RECENT AND PENDI NG MERGERS

6. Auditor's Qpinion: Review the auditor's opinion
(director's report, etc.) for the Applicant and the target.

7. Recent Trends: Summarize the trends described in the conp-
rehensive financial analysis with particular attention to
the Applicant. Sunmarize relevant trends for the target.

8. Managenent: Cbtain the "character of managenent"”
certification for the resulting nmanagenent team Perform a
search of public records (e.g., Lexis/Nexis) for _
information on the managenent team of the proposed entity,

I f possible.

See Exhibit B for a summary of the above requirenents.

C. Financial Condition Analysis

Subm ssion of a financial condition analysis is required.
The bullet-point commentary should address trends in the
Applicant's financial condition prior to the nerger, with a
di scussion of trends in financial performance for the target
prior to the merger. Only pre-nerger financial data for the
Applicant is required.

D. G her  Requirenents

Di scuss the background and specific reasons for the merger
as described in II1l.D. above.

In cases involving nergers pending wth existing nmenbers,.
statutory requirement i1nformation and Finance Board Review
Standards are only required for the non-member institution; a
comprehensive analysis of the non-member is required. In
addition, a discussion of the background of the merger as
detailed in Section D is also required.

v. Speci al Conditions

1 Revi ew and approval by the Finance Board is required.

2. RTC and FDI C- Assisted Acquisitions. Due to the unique
nature of RTC acquisitions and FD Cassisted acquisitions,
t he above requirenents do not apply in full. If both
assets and liabilities are acquired, the FHLBank shoul d
report the total growth that occurred as a result of the
acquisition, how long the assets/liabilities were under RTC
or FDIC control, and any income recorded while under such
control. The FHLBank is not required to conbine any past
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RTC/ FDI C net incone with the Applicant's net incone. If
only assets were acquired, the FHLBank should report the
total growth that occurred as a result of the acquisition

Acqui sition/ Assunption of certain assets and liabilities

o ldentify source of acquisition/assunption (i.e., another
institution, acquisition from a regul atory agency).

o Determne materiality of the transaction. |f the assets
acqui red/ assumed represent greater than 50 percent of
the total consolidated assets of the resulting entity:

Identify the conposition of assets/liabilities
acquired or assuned;

I dentify the anount of nonperform ng assets val ued at
the current nmarket val ue;

Identify the source of funds supporting the
acquisition or assunption (i.e., capital infusion,
prem um paid by RTC);

I dentify and di scuss any other special conditions
related to the acquisition or assunption which would
have a naterial effect on the Applicant.




EXHBIT A

Applicant Resulting from a Consunmated Merger
- Statutory Criteria and Finance Board Review Standards

Element Institution A + Institution B = Applicant
Statutory X
Criteria

ICAMEL * * x
Rating

CRA * * X
Rating

Risk-based X
Capital

Leverage X
Capital

Earnings X X X
Enforcement %
Action

jAuditor’s X
Opinion

Recent X X X
Tr ends

Provide the CAMEL and CRA ratings of Institution A and

Institution B only if the Applicant has not yet been rated.
If the Applicant has been rated since the merger, then
ratings prior to the nmerger are not required.




EXH BIT B

Applicant Involved in Pending Merger
- Statutory Criteria and Finance Board Review Standards

|

[Element Institution A* + Institution B = Institution C |
tatutory X X X
riteria
AMEIL X X
ating
RA X X
ating
isk-based X X X
apital

IFeverage X X X

Capital

Earnings X X X

IEnforcement X X X

Action
uditor’'s X X

l pinion

Recent X X

Tr ends

* Institution Ais the Applicant.

10
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i i Federal Housing Finance Board
FLHAEeHNeS District Banks Directorate
VOLUME: Menber ship Applications CHAPTER MIII-C
CHAPTER: Uni que Cases PAGEE 1 of 3
SUBJECT:  Automatic Menbership DATE: Novenber 17, 1993

1. PURPCSE. This section sets forth procedures to determ ne
whether a newly chartered or converted institution is
automatically a nenmber of the FHLBank.

2. REFERENCE. Home Owners' Loan Act, 12 U.S.C. § 1464(f);
Fi nance Board Menbership Regulation, 12 CF. R § 933.2

(d), (e).
3. SPECIAL CONDI TIONS,

o Menbership withdrawal s




UNI QUE CASES: AUTOVATI C MEMBERSHI P

Backgr ound

Section S(Eg of the Home Owmners' Loan Act nakes nenbership
in the FHLBank System automatic for all federal savings
associ ations and federal savin?s banks upon receiving their
federal charters. By OIS regulation, nenbership is also
automatic for state-chartered SAIF-insured savings associations
until April 19, 1995. See 58 Fed. Reg. 14510 (March 18, 1993).
The Finance Board believes that the factors considered in
approving such institutions' charters are conparable to those
factors which would be considered in approving an institution
for FHLBank menbership. In addition, the Finance Board's
menbership regul ation provides that any insured depository
institution nenber that converts to a different charter
automatically becomes a nenber on the effective date of such
conversion, provided the resulting institution continues to be
an insured depository institution and the assets of the
institution immediately DPEIoTe and after—the—eenversighi—are
identical. Therefore, requiring such institutions to file
membership applications is unnecessary and such institutions
automatically become menbers of the FHLBank of the district in
which their principal place of business is located. No appli-
cation for nenbership Is required to be filed with the FHLBank

[, Docunent ati on

L. New Charters. Institutions receiving either a federa
savings association, federal savings bank, or state
savi ngs association charter have 60 cal endar days from
receipt of their charters (i.e., the date of nenmbership
approval) to purchase stock in the appropriate FHLBank

The FHLBank will be notified of the existence of new
automatic nmenbers through the nmenbership data base
process. The FHLBank must record the addition of such
Institutions to its menbership on all related reports,
records, and files.

2. Charter Conversions. Any insured depository institution
menber that converts to a different charter automatically
beconmes a nenber on the effective date of such conversion
provided the resulting institution continues to be an
I nsured depository institution and the assets of the
institution imediately before and after the conversion
are identical. For exanple, a SAIF-insured savings
association that converts to a commercial bank or state
chartered savings bank automatically becones a nmenber on
the effective date of such conversion

The FHLBank nust record the change in such institutions to
its menbership on all reIaEed reports, records and files.
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Speci al Condi ti ons

Menbership Wthdrawal. As with any other institution
exiting the FHLBank System a federal savings association
menber that converts to a commercial bank or state savings
bank charter may w thdraw from nenbership only after
submtting a six-nmonth witten notice of its intention to
termnate its menbership to both the Finance Board and the
appropriate FHLBank. See 12 U S.C. § 1426(e); 12 CF.R

§ 933.13(a).

While the nenber may cancel the notice of withdrawal
during the six-nmonth period of notification, see 12 C. F. R
§ 933.19(b), after nenbership has been terninated, the
institution is prohibited from reacquiring nenbership for
a period of ten years fromthe effective date of
termnation. See 12 U.S.C 8§ 1426(h).




