
	Federal Reserve Bank of Boston
BORROWER-IN-CUSTODY AUDIT CERTIFICATION
to be completed by depository institution



	A.  Institution Information

	Legal Name of Institution:

	ABA#:

	Address:
	City/State:

	Contact name (primary): 

Telephone: 

e-mail address:
	Contact name (collateral/operations):  Telephone: 

e-mail address:

	New BIC:     FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No                                                        Existing BIC:     FORMCHECKBOX 
 Yes      FORMCHECKBOX 
 No
NOTE:  If new BIC, please respond to the questions below indicating the method that you would employ to meet the established BIC program requirements.      

	Is your institution an FHLB member?                FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No
DOES ANY party other than the fhlb have a lien on the pledged loans?  If so, provide detail(s).



	B.  BIC Overview

	1.  Pledged Loan Types (based on CALL, TFR, or NCUA report coding;  check all that apply):        

 FORMCHECKBOX 
 1-4 family mortgages-owner-occupied                    FORMCHECKBOX 
1-4 family mortgages-non-owner-occupied             FORMCHECKBOX 
 HEL/HELOC               FORMCHECKBOX 
 Consumer-Secured              FORMCHECKBOX 
 Consumer-Unsecured          FORMCHECKBOX 
 Agricultural                        FORMCHECKBOX 
 C&I                                 FORMCHECKBOX 
 Municipal C&I                          FORMCHECKBOX 
 Private Banking                       FORMCHECKBOX 
 CRE                                           FORMCHECKBOX 
 Municipal CRE          FORMCHECKBOX 
 Multi-Family/5+                      FORMCHECKBOX 
 Construction                           FORMCHECKBOX 
 Raw Land                                FORMCHECKBOX 
 U.S. Guaranteed     FORMCHECKBOX 
 Non-Profit                               FORMCHECKBOX 
 Other (please specify): _________________

	2.  Program for which loans are pledged:


 FORMCHECKBOX 

Discount Window 


 FORMCHECKBOX 

Treasury Tax & Loan (your institution must complete separate agreements with the U.S.

               Treasury)


 FORMCHECKBOX 

Payments System Risk

	3.  type of notes evidencing pledged loans (check all that apply): 
Note:   All documentation must be original (i.e., copies are ineligible). 

       FORMCHECKBOX 
 Promissory Note      FORMCHECKBOX 
  Discount Note         FORMCHECKBOX 
 Grid Note                            FORMCHECKBOX 
 Installment Note                           FORMCHECKBOX 
 Master Note                FORMCHECKBOX 
 Revolving Note        FORMCHECKBOX 
 No-Note Agreement       FORMCHECKBOX 
 Participation certificate                        FORMCHECKBOX 
 Syndicated Note        FORMCHECKBOX 
 Participation Agreement (must be original if lead bank)                                                             FORMCHECKBOX 
 Other (please specify) ____________________________________ 


	4.a.   Are the notes made payable to your institution?                FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

	4.b.   If you answered no to 4a, which entity originated the loans? 

 FORMCHECKBOX 
 An institution acquired by your institution (Name(s) of acquired bank(s):___________________)

 FORMCHECKBOX 
 An affiliate of your institution

 FORMCHECKBOX 
 Other________________________________________


	4.c.  If you answered no to   4a, how were the notes assigned or transferred to your institution?

	5. type of supporting documentation applicable to pledged loans (check all that apply):  

       FORMCHECKBOX 
 Mortgage                      FORMCHECKBOX 
 Appraisal                      FORMCHECKBOX 
 title policy            FORMCHECKBOX 
 Torrens Certificate

       FORMCHECKBOX 
 Deed of Trust              FORMCHECKBOX 
  loan agreement        FORMCHECKBOX 
 security agreement     
        FORMCHECKBOX 
 participation agreement (may be a copy if not lead bank)    

       FORMCHECKBOX 
 Other (please specify) _____________________


	C.  Storage/Servicing

	 1.a.   Name of Facility, Address, City, and State where the Original Notes /Original Note 
             Amendments/Original Note Assignments Are Held.   

             Note:   if this documentation is not held by your institution, provide a description of the 

             arrangement, and the name, address, and city and state of the custodian/servicer.



	  1.b.  Describe the controls in place at the physical storage facility where the pledged 

            notes/note amendments/note assignments are held to protect against fire, theft, loss, and 

            other dangers.


	   2.a.  Name of Facility, Address, City, and State where Loan/Participation Agreements Are Held.

             Note:  if this documentation is not held by your institution, provide a description of the  

             Arrangement and the name, address, and city and state of the custodian/servicer.



	   2.b.  Describe the controls in place at the physical storage facility where the  

             loan/participation agreements are held to protect against fire, theft, loss, and other 
             dangers.


	
3.a.  Name of Facility, Address, City, and State where Mortgage Documentation/Title Is Held.
             Note: if this documentation is not held by your institution, provide a description of the   

             arrangement and the name, address, and city and state of the custodian/servicer.



	     3.b.  Describe the controls in place at the physical storage facility where the mortgage 
              documentation is held to protect against fire, theft, loss, and other dangers.


	    4.a.  Name of Facility, Address, City, and State where Credit Files Are Held.
              Note: if this documentation is not held by your institution, provide a description of the 

              arrangement and the name, address, and city and state of the custodian/servicer.



	     4.b.  Describe the controls in place at the physical storage facility where the credit files are  

              held to protect against fire, theft, loss, and other dangers.


	D. BIC Notice Provisions

	1. How does your bank comply with the requirement that any report containing one or more pledged loans (either in detail or in aggregate) include either a legend indicating that some or all of the loans listed on the report are pledged to FRBB or another coding mechanism to put employees and third parties on notice of FRBB’s interest in the loans?  


	2.   How does your bank comply with the physical notice requirement of the bic program 
      (check all that apply)?

 FORMCHECKBOX 
 Visible notice in specific custody area

 FORMCHECKBOX 
 Label on individual files
 FORMCHECKBOX 
 Physical Segregation of the Collateral
 FORMCHECKBOX 
 Other (please specify) ____________________________________


	E. Ongoing Monitoring

	1.  Explain the method by which loans are monitored to ensure that matured, sold, delinquent, troubled (e.g., borrower has declared bankruptcy or HELOC has been frozen), restructured/renegotiated loans, or loans pledged to another party (including the FHLB), are excluded from the pledge.  



	2. How does your institution ensure that loans to insiders and affiliates are excluded from the pledge?



	3.    How does your institution monitor the value of the pledged loan portfolio to ensure that a new trial is submitted to the federal reserve bank if the aggregate principal outstanding balance of the pledged loans decreases by 10% or more in between reporting dates?

        Note:   Such monitoring must be done on at least a bi-weekly basis.  Loans that were not  

        included on the last trial submitted to FRBB may not be considered in assessing a 10% 

        Decline.



	4.    How does your institution ensure that the data provided on the trials submitted to FRBB accurately reflect the current terms of the notes between the institution and its customers?



	F.   Audit/Loan Review

	1. What was the date of the last internal/external audit/loan review relating to the pledged loans?  

               Note:   Pledged loans must be audited at least annually, on the same cycle as loans that are

               not pledged.  In addition to an assessment of your institution’s compliance with its loan 

               policies and risk rating accuracy, such an audit should assess your institution’s compliance 

               with FRBB’s BIC requirements, including a review of the trial most recently submitted to 

               FRBB to ensure that the trial accurately reflects the current terms of the note between

              the institution and its customer.  


	2. Please describe the audit process that was involved. 

	        3.   Please comment on the findings noted in the audit and any subsequent action taken.

               Note:  the audit/loan review report must be submitted to FRBB along with this form.  



	G.  Questions specific to 1-4 family mortgage loans 

	        1.
Explain the method by which payment of property taxes is monitored.



	        2.
Explain the method by which property insurance policies are kept current for both  

               escrowed and non-escrowed customers.  Is there current property insurance coverage on  

               all mortgage loans pledged?



	3. Explain how your institution screens mortgage loans to ensure that owner-occupied and 
non-owner-occupied 1-4 family mortgage loans are separately reported on the trial.
Note:  non-owner-occupied 1-4 family mortgages must be separately reported on the trial and will be valued as CRE.  



	H. Questions Specific To Loan Participations 


	1. Does your institution pledge loan participations to FRBB?                   FORMCHECKBOX 
 Yes
        FORMCHECKBOX 
 No

	2.   If you answered yes to 1 and your institution is the lead, does your institution have possession of the original note and original participation agreement?         
                                                                                                                                                  FORMCHECKBOX 
 Yes        FORMCHECKBOX 
 No


	3.   If you answered yes to 1 and your institution is NOT the lead, does your institution have the original participation certificate and/or participation agreement (agreement may be a copy) to evidence your institution’s interest?                                                             FORMCHECKBOX 
 Yes
        FORMCHECKBOX 
 No
  

	4.   If you answered yes to 1, how does your institution ensure that only loan participations that 
      are clearly structured as a purchase-sale transaction are included in the pledge?



	5.    If you answered yes to 1, how does your institution ensure that loan participations with assignability restrictions are not included in the pledge?



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



	I. Loans to Foreign Obligors

	       1.  Does your institution engage in lending to foreign obligors?                       FORMCHECKBOX 
 Yes      FORMCHECKBOX 
 No 


	       2.  If you answered yes to 1, explain how your institution complies with the eligibility and  

            acceptance criteria established by the FRBB.    
            Note:  foreign obligor loans are not accepted as collateral unless a legal opinion is submitted  

            To and deemed satisfactory by FRBB.  Foreign obligor loans are loans to entities that are 

            incorporated outside of the U.S. or whose principle place of business or main office is outside
            of the U.S.  In the case of loans that rely on the strength of guarantors, the domicile of the  

            guarantor determines the classification.



	 

	An individual authorized to pledge collateral to FRBB per the OC-10 resolution your institution has filed with FRBB must review the responses above and sign below.  

Note:  If your institution’s OC-10 resolution requires two individuals to authorize the pledging of collateral, two authorized individuals must sign below.  

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

____________________________
____________________     ____________________      ____________
   Authorized Signature
                  Printed Name       
                    Title(s) 

           Date

____________________________   ____________________      ____________________     ____________
   Authorized Signature
                  Printed Name       
                    Title(s) 

           Date



	The institution’s internal/external auditor or a responsible director must sign below. 
Note:   an auditor’s signature is not necessary if the new bic box was checked off in section a.


	I certify that I am in receipt of, and have reviewed the Borrower-In-Custody Program Requirements, and have reviewed a sample of pledged loans to verify compliance with these requirements.  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
                Printed Name     
                      Title 

            Date




	Send all documentation in one mailing to:

	Ms. Karen A. McGee 

Federal Reserve Bank of Boston

Supervision, Regulation, and Credit, H-3

P.O. Box 55882

Boston, MA 02205

Alternative, the information may be e-mailed to CRMOps.bos@bos.frb.org

For more information, please call (617) 973-3772.


For FRB Internal Use Only

Received (by/date):______________________________________________________

Authorized Individual(s) Verified (by/date):____________________________________

Audit Certification Reviewed (by/date):_______________________________________
June 2010


