	Federal Reserve Bank of Chicago

Borrower-In-Custody (“BIC”) of Collateral Certification

To be Completed by Depository Institution 

(updated March 2011)

	Institution Overview

	Date:      
Institution Name:      
ABA #:      
Address:      
City/State/Zip:      
Contact (Primary):      
            Title:                                                                    

            Phone:      
            Email:      
Contact (Secondary):      
             Title:      
             Phone:      
             Email:      


	Pledge Arrangement Overview

	1. Collateral Type: Commercial Loans
 (check all that apply)

	 FORMCHECKBOX 
Commercial Loans 

 FORMCHECKBOX 
Agricultural Loans

 FORMCHECKBOX 
Leases
 FORMCHECKBOX 
SBA Loans
  

 FORMCHECKBOX 
Other US Agency Guaranteed2:      
 FORMCHECKBOX 
Other:      


	2. Indicate how your institution uses the BIC arrangement.
 FORMCHECKBOX 
Federal Reserve                     
 FORMCHECKBOX 
US Treasury (Your institution must complete  separate agreements with the US Treasury)
Only Commercial and US Agency Guaranteed (including SBA) loans are eligible for Treasury purposes.


	3. Is your institution a member of a Federal Home Loan Bank?       

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No



	  If yes, what loan types are currently being pledged with the Federal Home Loan Bank?

  
     

	4. Do you pledge or sell loans to other institutions? If so, which institutions and what loan types are pledged and/or sold? Do they have a lien on your institution? 

     

	5. Are key personnel (including management, loan operations, etc.) familiar with the BIC program and guidelines?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No


	Documentation Overview

	Indicate the type of documentation that supports loans pledged in a BIC arrangement at the Federal Reserve Bank of Chicago.

 

Note: All legal documentation must be original (check all that apply)

	1. Commercial Loans, SBA Loans, US Agency Guaranteed Loans, and Leases: 

	 FORMCHECKBOX 
Promissory Note

 FORMCHECKBOX 
Installment Note

 FORMCHECKBOX 
Master Note

 FORMCHECKBOX 
Revolving Note
 FORMCHECKBOX 
Noteless Agreement
 FORMCHECKBOX 
Participation Note
 FORMCHECKBOX 
Syndicated Note
 FORMCHECKBOX 
Floor Plan Note
 FORMCHECKBOX 
Security Agreement
 FORMCHECKBOX 
Credit Agreement

 FORMCHECKBOX 
UCC Filing

 FORMCHECKBOX 
Title
 FORMCHECKBOX 
Guaranty                                 
 FORMCHECKBOX 
Insurance                              
 FORMCHECKBOX 
Other (please specify):      


	2. Agricultural Loans:

	 FORMCHECKBOX 
Promissory Note
 FORMCHECKBOX 
Guaranty
 FORMCHECKBOX 
Title
 FORMCHECKBOX 
Security Agreement

 FORMCHECKBOX 
UCC Filing
 FORMCHECKBOX 
Crop Insurance

 FORMCHECKBOX 
Insurance                                    
 FORMCHECKBOX 
Other (please specify):      


	3. Does your institution image the loan documentation?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If yes, does your institution then destroy the documentation?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If yes, please contact the Federal Reserve Bank of Chicago immediately for information on our policy regarding imaged documentation.

	4. List and describe the software and/or system that your institution utilizes to board and house loan information. Please include the vendor name. 

     

	5. Do the loans that are pledged to the Federal Reserve Bank of Chicago designate your institution as lender or payee?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
 If no, please answer the following questions:

5a. Which entity originated the loans?
 FORMCHECKBOX 
Affiliate of your institution/Subsidiary of your bank holding company

 FORMCHECKBOX 
Subsidiary of your institution

 FORMCHECKBOX 
Dealership (i.e. indirect loans)

 FORMCHECKBOX 
Other (please specify):       
5b. How were the loans assigned or transferred? If a master purchase agreement exists, please submit a copy along with this certification.

     

	6. Is your institution pledging loan participations?
 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If yes, please answer the following questions (answer all that apply):

6a. Are these participation loans originated at your institution or purchased?

 FORMCHECKBOX 
Originated    

 FORMCHECKBOX 
Purchased

 FORMCHECKBOX 
Both

6b. If your institution originated the loan, does your institution have possession of the original loan documents and the original participation certificate/agreement?
 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If no, please explain (per Federal Reserve Bank of Chicago guidelines, the originating institution should have possession of original borrowing documentation):

     
6c. If your institution purchased the loan, does your institution have copies of the loan documents and an original participation certificate/agreement to evidence your institution's interest?
 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If no, please explain (per Federal Reserve Bank of Chicago guidelines, an original participation certificate/agreement is required):

     

	6d. Only the portion of the participation retained or purchased by your institution is eligible for pledge. Please explain how this will be accurately reported on the monthly collateral listing. 

     
6e. How does your institution ensure that there are not assignability restrictions or restrictions requiring consent from another party to pledge your portion of the loan?

     
6f. Is there any further obligation to lend funds under these participations?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If yes, please explain:

     

	7. Is your institution pledging loan syndications?
 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No
If yes, please answer the following questions (answer all that apply):

7a. Is your institution the lead agent or syndicate member of these loan syndications?

 FORMCHECKBOX 
Lead Agent    

 FORMCHECKBOX 
Syndicated Member

 FORMCHECKBOX 
Both

7b. If your institution is the lead agent, does your institution have possession of the original loan documentation, including the note and/or the syndication credit agreement?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If no, please explain (per Federal Reserve Bank of Chicago guidelines, the lead agent should have possession of original borrowing documentation):

      
7c. If your institution is a syndicate member, does your institution have the original note and/or syndication credit agreement and copies of the loan documents? 
 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If no, please explain (per Federal Reserve Bank of Chicago guidelines, an original document signed by the borrower evidencing the terms of the loan is required):
     
7d. Only the portion of the syndication funded by your institution is eligible for pledge. Please explain how this will be accurately reported on the monthly collateral listing. 
     
7e. How does your institution ensure that there are not assignability restrictions or restrictions requiring consent from another party to pledge your portion of the loan?          

Please explain:

     
7f. Are there any further obligations to lend funds under these syndications?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, please explain:

     

	Storage/Servicing Overview

	1. Please provide the address, city, and state of where the above referenced collateral is located. For example, depository institutions may store promissory notes in a centralized location, but keep all other loan documentation at branch offices. 

If collateral is stored at different locations, this must also be indicated on the monthly collateral listing. If a branch/location code is utilized, please provide a list of the codes with the corresponding addresses.

 Promissory Notes:

     
Other Original Loan Documents: 

          

Credit Files: 

     

	2. Describe the physical storage facility where the loan documentation is held (e.g. vault, teller area, file cabinet, etc.). Explain how the collateral is protected against loss from fire, theft, and other dangers.

Promissory Notes: 

     
Other Original Loan Documents:

     

	3. How does your institution monitor the access and the removal of loan documents from the storage area?

     

	4. Does your institution utilize a servicer for the maintenance or storage of these loans?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, please answer the following questions and contact the Federal Reserve Bank of Chicago 

for information on these arrangements:

4a. Provide the servicer name, address, city, state, and phone number.

Promissory Notes:

           
Other Original Loan Documents: 

      
4b. Is the servicer related to your institution?

Affiliate:        FORMCHECKBOX 
 Yes          FORMCHECKBOX 
 No

Subsidiary:   FORMCHECKBOX 
 Yes          FORMCHECKBOX 
 No

Other (please specify):      
4c. What operations does this servicer provide?

 FORMCHECKBOX 
Origination

 FORMCHECKBOX 
Servicing/Maintenance

 FORMCHECKBOX 
Storage

Please note: An additional Loan Servicer Certification may be required for completion. 
Please contact the Federal Reserve Bank of Chicago with any questions.

	5. It is a requirement of the BIC Program that collateral pledged to the Federal Reserve Bank of Chicago is identified prominently at participating institutions. We require either a physical label to be appended to individual files or a visible notice to be displayed in the custody area. We also prefer the use of pledge codes to individually identify pledged loans. Please indicate how the loans (notes and other documents) are identified as being pledged to the Federal Reserve Bank of Chicago:

 FORMCHECKBOX 
 Label on Individual Files

 FORMCHECKBOX 
 Visible Notice in Specific Custody Area

 FORMCHECKBOX 
 Notation on General Ledger/Loan System; Indicate Pledge Code(s):      
 FORMCHECKBOX 
 Physical Segregation of the Collateral

 FORMCHECKBOX 
 Other (please specify):       



	Monitoring Overview

	1. It is a requirement of the BIC program that if the aggregate outstanding principal balance of the loans on the most recently submitted pledge listing decreases by 10% or more between reporting periods, a new/updated pledge listing and cover letter must be submitted immediately. 

For example, if the aggregate outstanding principal balance of your most recently submitted monthly pledge is $1.0 million, a new listing would need to be submitted immediately if the balance of that pledge falls to $900 thousand or below at any point prior to the next required reporting period. Typical declines in a monthly pledge consist of payments, delinquent loans, risk rating changes, and maturities. Furthermore, an updated listing must be submitted prior to pledging additional loans. As a general rule, weekly monitoring of collateral levels should be sufficient to fulfill this requirement. 
1a. How does your institution monitor collateral levels to ensure that the pledge balance does not fall below the stated guidelines? Your response should include the frequency of the monitoring, how the data is monitored, and the department/individual responsible for this task. 

     
1b. Explain the method(s) by which loans are monitored to ensure that matured, delinquent, sold, and other ineligible loans are removed from the collateral pool in a timely manner.

     

	2. Does your institution utilize loan ratings to monitor the credit quality of these loans?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, please provide the Federal Reserve Bank of Chicago with a copy of your loan ratings.

If no, please explain how the quality is continuously monitored.

                    

	3. How are outstanding documentation exceptions tracked?

     
3a. How are loans with documentation exceptions removed from the collateral pledge?

     

	4. Explain your institution's policy for tracking insurance on pledged collateral. 

     
4a. Does your institution have a policy regarding force placed insurance for uninsured clients? 

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, please provide the Federal Reserve Bank of Chicago with a copy of this policy.

	Foreign Banking Organization

	1. Is your institution a foreign banking organization? 

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, are all loans pledged to the Federal Reserve Bank of Chicago originated to this branch office?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If no, please explain:

     
1a. Foreign obligor loans are loans to entities that are incorporated outside of the US or whose principal place of business or main office is outside of the US. In the case of loans that rely on the strength of guarantors, the domicile of the guarantor determines the classification. In general, foreign obligor loans are not accepted as collateral unless a legal opinion is submitted to and deemed satisfactory by the Federal Reserve Bank of Chicago.

Does your institution engage in lending to foreign obligors?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, explain below how your institution complies with the eligibility and acceptance 

criteria established by the Federal Reserve Bank of Chicago.

     


	Dealer Floor Plan Loans

	1. Is your institution pledging Dealer Floor Plan Loans under this arrangement?

 FORMCHECKBOX 
Yes     

 FORMCHECKBOX 
No

If yes, please answer the following questions:
2. Has your institution, and/or its Board of Directors, adopted a written floor plan loan policy? Please submit a copy of your institution's policy(s) on dealer floor plan loans. 

     
3. How often are floor plan checks and physical inventories conducted? Are these visits conducted on a surprise basis? What action(s) is taken if floor plan checks and inventories do not match your institution's records? 

     
4. Are more frequent floor plan checks required if the dealer is experiencing financial difficulties? 
     


	Please send all documentation to:

Federal Reserve Bank of Chicago

Credit Risk Management, 12th Floor

230 South LaSalle Street

Chicago, IL 60604

Attention: BIC Program

For more information, please call the Credit Risk Management Department at: 

(800) 380-3762

Please submit the following documentation with this certification:

· Portion of your loan policy that defines your internal loan rating system(s) for the type(s) you are pledging

· Most recent internal audit report(s) pertaining to the loan type(s) you wish to pledge, including management responses to any findings

· Delinquency report(s) pertaining to the loan type(s) you wish to pledge

· Copy of your blanket bond coverage and/or copy of the errors and omissions policy

· Blanket insurance policies covering collateral within your pledged loan portfolios (if applicable)

· Dealer floor plan policy (if applicable)

· Master purchase agreements (if applicable)



	Authorization

Please have the appropriate officials of your institution review and sign this form.



	I have reviewed the above responses to the Borrower-in-Custody Certification and attest that the responses are accurate.

 

     
     
Authorized Signature*

Name and Title

Date

     
     
Authorized Signature*

Name and Title

Date

     [*Number of authorized signers required depends on designation provided in the Operating  

        Circular 10 Authorizing Resolution on file with the Federal Reserve Bank of Chicago] 



	The following must be signed by an external auditor, internal auditor, or responsible director that did not authorize the above:

I certify that I am in receipt of, and have reviewed the Federal Reserve Bank of Chicago’s Borrower-In-Custody of Collateral Program Guidelines
 and Operating Circular 10
. Further, I attest that all relevant internal policies and procedures have been reviewed and examined for Borrower-In-Custody Program conformance and confirm this institution to be in compliance.

     
     
Authorized Signature*

Name and Title

Date




� For Reserve Bank pledging purposes, loans should be classified and coded according to Schedule RC-C of the FFIEC’s Report of Condition and Income (“call report”), Schedule SC of the Thrift Financial Report, or the NCUA’s 5300 Call Report definitions. Contact us at 800-380-3762 with any questions.


� All US Agency Guaranteed loans with assignability or transferability restrictions are ineligible for pledge. Contact us at 800-380-3762 if you plan to pledge these loans.


� Available at �HYPERLINK "http://www.frbdiscountwindow.org/07_bicguidelines.cfm"�http://www.frbdiscountwindow.org/07_bicguidelines.cfm�


� Operating Circular 10 & Appendices are available in Adobe PDF format at �HYPERLINK "http://www.frbservices.org/files/regulations/pdf/operating_circular_10.pdf"�http://www.frbservices.org/files/regulations/pdf/operating_circular_10.pdf� 
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