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Collateral Acceptability
	· Loans must be owned by the pledging DI (or held in an FRBB-approved affiliate pledge arrangement), stored on the pledging DI’s premises, and maintained free of any adverse claim;
· Loans must be current in terms of both interest and principal (not past due more than 30 days for commercial loan types, or 60 days for loans to consumers).  Additionally, loans must be excluded if they are part of a relationship where one or more loans have been classified/criticized, have exhibited past collection issues, are on nonaccrual status, restructured/renegotiated (as defined in call report instructions), or frozen;  
· Loan participations must be clearly structured as a purchase-sale transaction (as opposed to a loan from the participant to the lead bank) and must not contain any assignability restrictions (e.g., lead bank consent to assignment is not required);
· Loans to insiders (as defined in Regulation O) may not be pledged;
· Loans must be payable exclusively in U.S. dollars.  Loans to (or guaranteed by) foreign obligors may not be pledged without prior, written FRBB consent; 
· Loans to affiliates may only be pledged with prior, written FRBB consent; 
· Noted loans must be pledged at the note level (e.g., if a drawdown under a master note is pledged, the master note itself must also be pledged).  The maturity dates and outstanding balances of all draw-downs may not exceed the maturity date and face amount of a pledged master note.

	
Location of Collateral
	Pledged notes and loan participation certificates must be stored in a secure, limited-access area.  If stored separately, loan/syndication/participation agreements must be readily accessible from the location where the notes are stored.  

	




Pledge Identification
	Any electronic and physical reports containing one or more loans pledged to FRBB must include 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.  
Additionally, pledged notes, loan/syndication agreements, and participation certificates/ agreements must be prominently identified as pledged to the Reserve Bank in one or more of the following ways.
· The file folder containing the documentation is labeled to indicate that it is pledged to the Reserve Bank;
· The documentation is segregated in one or more file cabinets/drawers that are labeled to indicate that the contents are pledged to the Reserve Bank; and/or
· The documentation is held in a defined area where a highly visible sign indicates that the contents are pledged to the Reserve Bank.
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	Documentation Requirements
	At a minimum, the loan file must contain the original note (and original note amendments) and, if not included explicitly in the note but referenced therein, a copy of supporting documentation specifying the loan amount and/or maturity date.  For purchased loans, original assignment documentation must be included.  Other supporting documentation does not have to be filed with the above documents, but should be identified and readily available.  Reserve Bank staff may review additional documentation during on-site inspections.

	


Periodic 
Reporting Requirements
	An updated loan credit/administration policy must be submitted to FRBB annually and any time changes are made.  Similarly, if loans subject to internal risk ratings are pledged, an updated internal risk rating policy must be submitted annually and any time changes are made.
Federal Reserve System policy provides for periodic audits of the pledged loan portfolio on the same cycle (at least every 12-18 months) as that applied to a DI’s unpledged loan portfolio.  Such audits should include a review of the DI’s compliance with the FRBB BIC requirements, which are summarized within this document.  
Any time an internal/external loan review/audit covering pledged loans is conducted, the auditor should complete an audit certification form (available from FRBB or at www.frbdiscountwindow.org) and submit it to FRBB along with a copy of the relevant audit report, as well as any management response. 

	

Collateral Updates
	A BIC Collateral Cover Letter and updated loan detail must be submitted to the Reserve Bank (i) by the 10th day of each month and (ii) any time the aggregate outstanding principal balance of the pledged loans declines by 10% or more in between monthly updates.  
Monitoring for declines of 10% or more should be conducted at least every two weeks.
A written withdrawal request should be submitted if an entire loan type or all pledged loans are being withdrawn.  Submissions can be made electronically (upon FRBB approval) or by mail.

	
Collateral Listing Components
	DIs should make every attempt to submit trials as Excel files, with each loan type (as determined by call report/TFR/NCUA code) in a separate tab (alternatively, each loan type may be in a separate file).  Loan trials should mirror FRBB’s Trial Template (available from FRBB or at www.frbdiscountwindow.org) and, once approved, must not be altered by the DI.  Trials must be submitted securely through FRBB’s secure website.  To register, access https://web1.zixmail.net/s/login?b=bgfrs (FRBB no longer supports other encryption methods).  Once registered, please forward all BIC program materials to crmops.bos@bos.frb.org.     



Please contact Karen McGee at 617-973-3772 with any questions regarding the BIC Program.
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