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Dear Sir or Madam,

It is our understanding that you are interested in establishing a Borrower-in-Custody (BIC) of collateral arrangement with the Federal Reserve Bank of Boston (FRBB).  The BIC program allows qualified institutions to retain possession of loans pledged to FRBB.  Generally, participants must be in sound financial condition, maintain appropriate document storage facilities, and have an acceptable automated record/reporting system to qualify for acceptance into the program.  

[If your DI has not executed Revised Operating Circular 10, effective October 15, 2006, in its entirety:  Enclosed is the Revised OC-10 announcement package that was sent to First District institutions in September 2006, which includes detailed instructions for executing the four key documents: Letter of Agreement, Authorizing Resolutions for Borrowers, Form of Certificate, and Official OC-10 Authorization List.  Please be advised that the incorporation of the relevant BIC provisions into the body of Revised OC-10 eliminated the need for the separate BIC agreement that was appended to the prior version of OC-10.  Therefore, you will need to execute Revised OC-10, as a precursor to establishing a BIC arrangement.  The required documents can be obtained at the website listed above.]  

[At the same time,] you may begin the BIC approval process by completing and submitting to FRBB the attached BIC Request Template identifying the specific type(s) of loans that you would like to pledge to FRBB through a BIC arrangement, as well as the location(s) where the original documentation is held.  The letter must be signed by an individual authorized  to pledge collateral to FRBB pursuant to the OC-10 currently on file with FRBB and  must be accompanied by a copy of your loan administration policy governing the relevant loan type(s) and a copy of your latest internal/external audit and/or loan review covering the loans to be pledged.  Additionally, if you anticipate pledging agricultural, commercial, construction, commercial real estate,  municipal, and/or raw land loans to FRBB, we ask that a copy of your internal risk rating policy be included.  Please be advised that FRBB determines loan type by its call report definition as opposed to purpose; accordingly, it is expected that all of the loans to be pledged will be grouped on the trial by call report type, with call report code provided.  To expedite the approval process, you may also submit a completed audit certification form (attached) at this time; alternatively, FRBB will request that it be completed upon review of the BIC request letter and accompanying documents. 

Upon receipt of your BIC request, FRBB staff will conduct a financial review to determine your overall financial condition and the creditworthiness of the loan type(s) you intend to pledge.  If we determine that your institution is eligible to participate in the BIC program, we will file a UCC-1 financing statement to perfect our interest in the loans to be pledged and, if the FHLB has filed a UCC-1 financing statement against your institution, we will ask it to subordinate to FRBB its interest in the loans you intend to pledge to FRBB.  To the extent that you are seeking to pledge an asset type that is also eligible for pledging to the FHLB, you may expedite this process by providing the FRBB with a “carve-out” amount that will serve as a cap for FRBB pledging purposes (i.e., the aggregate outstanding balance reported to the FRBB for loans of this type may not exceed this “carve-out” amount).  If the UCC search uncovers additional UCC-1 filings that may potentially conflict with FRBB’s security interest, we will contact you in an attempt to resolve these issues.  To allow FRBB to share with the FHLB subordination information relating to FHLB members, we are requesting that you also review and execute the Consent Agreement.

Further, you will also be asked to forward to the FRBB a sample loan trial (see the enclosed BIC Trial template for guidance) resembling that which you will submit to the FRBB on a monthly basis (along with the enclosed BIC Collateral Cover Letter, which will be customized for your institution) so that we may verify that it meets our requirements (see the enclosed BIC Requirements for detail on the required fields).  We will also work with you to establish a mutually agreeable time for us to review a sample of the loans to be pledged and to inspect the facilities where the loans are stored to ensure that both meet FRBB’s BIC requirements.  Lastly, please execute the Electronic Pledge Authorization Letter so that you may submit loan trials electronically (e.g., via e-mail) to the FRBB.

Lastly, we wish to request that you register to use our secure site.  To do so, type the following URL https://web1.zixmail.net/s/login?b=bgfrs onto your web browser, and click on the section that states "for first time users click here" to establish an account.  Once you have registered, we request that all BIC documents be forwarded to CRMOPS.BOS@BOS.FRB.ORG.
Please feel free to contact Karen McGee at 617-973-3772, Betty Zayas at 617-973-3194, or me at 617-973-3230, with any questions or concerns.
Sincerely,  

Stephanie Wallace, Esq

Supervisory Analyst, Credit Unit

Supervision, Regulation & Credit 
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