
	Federal Reserve Bank

BORROWER-IN-CUSTODY OF COLLATERAL CERTIFICATION
to be completed by depository institution



	Institution Name: _________________________
	ABA#: _______________________

	Address: ________________________________
	City/State: ___________________

	Contact (Primary):__________________________

Title:____________________________________
	Telephone: ___________________

Email: __________________________

	Contact (Collateral/Operations):_________________

Title:____________________________________
	Telephone: ___________________

Email: __________________________

	Collateral Type: _________________________________________________________

(consumer loans, Installment Loans, Home Equity Loans, Student Loans, Auto Loans and Leases)


	The following certification should be completed by the internal audit function of your institution.  If your institution does not have an internal audit function, two officials of your institution can complete the certification, pending the reserve bank’s approval.  

	A.
Please answer the following questions.

	1.  Indicate below how your institution uses or intends to use the BIC arrangement?

	
 FORMCHECKBOX 
 Discount Window 

 FORMCHECKBOX 
 Treasury Tax & Loan (your institution  must complete separate agreements with the TT&L Division of the Federal Reserve Bank to use BIC collateral for the Special Direct Investment (SDI) or term investment option (TIO) programs.  Collateral eligibility for each program is determined by Treasury Guidelines.   http://www.publicdebt.treas.gov/gsr/gsrttl.htm#ttl) 

 FORMCHECKBOX 
 Payment System Risk



	2.
Indicate the type of documentation supporting the loans that are being pledged to the Federal Reserve Bank under the BIC arrangement. original notes are required for home equity loans. Copies of notes for other consumer loans are acceptable if your institution implements image and destroy or originates electronic notes. If not, originals must be retained  (check all that apply)


	
 FORMCHECKBOX 
 promissory note  FORMCHECKBOX 
 installment note  FORMCHECKBOX 
 revolving note 


 FORMCHECKBOX 
 other (please specify) ____________________________________




	3.
Indicate other agreements being maintained between your institution and the borrower relating to the loan arrangements.

	


 FORMCHECKBOX 

credit agreement   FORMCHECKBOX 
 security agreement   FORMCHECKBOX 
 other (please specify) __________________


	4.
in regards to the original promissory note does your institution do any of the following: 

	 FORMCHECKBOX 
 image and destroy  FORMCHECKBOX 
 image and store on site  FORMCHECKBOX 
 image and store off site  FORMCHECKBOX 
 not applicable
If first option is selected please complete the image and destroy certification form 
Please refer to the bic guidelines for the location of the certification form

If your institution implements image and destroy for home equity loans please contact discount window before continuing  with the certification 

	5. are the pledged loans originated electronically? 

	      FORMCHECKBOX 
   Yes         FORMCHECKBOX 
   No

If yes, please complete the electronic note certification form

Please refer to the bic guidelines for the location of the certification form

If your institution originates electronic notes for home equity loans please contact discount window before continuing  with the certification

	6.
Please provide the address, city, and state where the above referenced collateral is located. 

	
Notes:



	
Credit agreements and other documents:



	6a.
Does your institution utilize a custodian for servicing or storing the loan documentation? If yes, please provide the name address, city and state of the above referenced collateral.

	
Notes:


	
Credit agreements and other documents:



	6b
Is the custodian affiliated with your institution?  Is the custodian a subsidiary of your bank or bank holding company?



	

	7.
Are the notes made payable to your institution?  

	 FORMCHECKBOX 
   Yes         FORMCHECKBOX 
   No



	7a. If no, which entity are the loans originated by?


	 FORMCHECKBOX 
 An affiliate of your institution

 FORMCHECKBOX 
 A subsidiary of your bank holding company

 FORMCHECKBOX 
 Other_____________________________



	7b. If the loans were not originated by your institution, how were the loans assigned or transferred to you?

	

	8.
Describe the physical storage facility where the notes are held (e.g. vault, teller area, etc.).  How is the collateral protected against loss from fire, theft and other dangers?

	

	9. How does your institution monitor access and the removal of key documents from the collateral area?

	

	10. Explain your institution’s policy for tracking insurance on pledged collateral.  Provide details on your institution’s errors and omissions policy.

	

	11.
Indicate below how your bank identifies the collateral as pledged to the FRB. if your institution images and destroys the original promissory note or originates the loan electronically the pledged collateral must be identified electronically on the general ledger or loan system.  It is a requirement of the Borrower-in-Custody Program that collateral pledged to the Federal Reserve Bank be identified prominently at participating institutions. 

	 FORMCHECKBOX 
 Notation on General Ledger

 FORMCHECKBOX 
 Notation on loan system

 FORMCHECKBOX 
 Label on Individual Files

 FORMCHECKBOX 
 Visible Notice in Specific Custody Area



	12.
How does your institution monitor collateral levels ensuring that the pledge balance does not fall below the stated guidelines?  Note: it is a requirement of the borrower-in-custody guidelines that monthly collateral levels do not fall below 10 percent of value between reporting dates.

	

	13.     THE FOLLOWING QUESTIONS REFER TO YOUR INSTITUTION’S PROCESS FOR IDENTIFYING AND EXTENDING CREDIT TO “HIGHER RISK” OR “SUB-PRIME” BORROWERS, AS ADDRESSED IN REGULATORY GUIDANCE (E.G. FDIC – ASSESSMENTS, LARGE BANK PRICING; 1999/ 2001 INTERAGENCY GUIDANCE FOR SUBPRIME LENDING PROGRAMS).

	

	13a.   HOW DOES YOUR INSTITUTION DEFINE “HIGHER RISK” OR “SUBPRIME” BORROWER (E.G. CREDIT SCORE CRITERIA, DTI RATIO, WEAK CREDIT HISTORIES [PAST JUDGMENTS/ BANKRUPTCIES/ ETC.] AND/ OR REDUCED REPAYMENT CAPACITIES)?

	

	13b.    HOW FREQUENTLY DOES YOUR INSTITUTION REFRESH CREDIT SCORES AND/ OR RE-EVALUATE RISK CHARACTERISTICS OF CONSUMER LOANS?  BASED ON THE RESULTS, WILL LOANS MOVE INTO OR OUT OF THE “HIGHER RISK” CATEGORY?

	

	13c.    WHAT TYPE OF RISK MITIGATION DOES YOUR INSTITUTION APPLY TO LOANS TO “HIGHER RISK” OR “ SUB-PRIME” BORROWERS (E.G. RISK – BASED PRICING, LOWER LTV RATIO, SHORTER TERM, ETC.)?

	

	13d.   HAS YOUR INSTITUTION ESTABLISHED A PORTFOLIO TARGET AND/ OR LIMITATION FOR “HIGHER RISK” OR “SUB-PRIME” LOANS?

         

	               FORMCHECKBOX 
   Yes         FORMCHECKBOX 
   No


	13e.   WHAT PERCENTAGE OF YOUR INSTITUTION’S PLEDGED LOANS ARE “HIGHER RISK” OR “SUB-PRIME”?

	

	14. Explain the method by which loans are monitored to ensure that those determined ineligible per the borrower-in-custody guidelines are removed from the collateral pool in a timely manner.

	15. Indicate the date of your institutions last internal audit review covering the loan operations area(s) relating to the pledged loans?  Please comment on the findings noted in the audit and any subsequent management actions required.  


	16. Does any other party have a lien (Blanket or Specific) on the loans being pledged to the Federal Reserve? ____Yes   ____No

If Yes, what is the name of the organization that has a lien on the loans being pledged to the Federal Reserve (i.e. FHLB, Corporate Credit Union, other):



	Name:_____________________________________________

Contact:__________________________________________

Phone:     _________________________________________



	17.
Please indicate the following:

	Dollar amount of loans being pledged
	$________________

	Number of loans being pledged
	  ________________

	B.
Inspection information

	Please provide the following required information:

· names of any acquired financial institutions in which current, pledged loans originated.

· a complete copy of your institution’s most recent Internal/external Audit covering applicable loan operations areas including any findings, management’s response, and corrective action plan.
· for existing borrower in custody arrangements, a complete copy of your institution’s most recent internal/external audit attesting to compliance with borrower–in-custody program guidelines.

· If applicable, a complete copy of the most recent internal audit regarding the imaging and destruction of original promissory notes 

· if applicable, a complete copy of the most recent internal audit regarding the adequacy of internal controls for the electronic note process 
if applicable, policies and procedures regarding the imaging and destruction of original promissory notes and/or electronic notes
· if applicable, a completed copy of the image and destroy certification form and/or electronic note certification form
· a complete copy of your institution’s most recent internal /external loan review report.

· a complete copy of your institution’s loan policy relating to the type of loans pledged.

· Any Additional information needed to support questionnaire comments.



	Send all documentation Electronically to:

	Intralinks


	C.
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*


Title 



      Date

        ____________________

___________________

___________




Authorized Signature*


Title 



      Date

   [*Number of required signatures determined by the Borrowing Resolution on file with the Federal Reserve Bank]



	Auditor Attestation
I certify that I am in receipt of, and have reviewed the Borrower-In-Custody of Collateral Program Guidelines and Operating Circular 10.  Further, for existing Borrower-In-Custody relationships, 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**


Title 



      Date

  ☐ INTERNAL AUDITOR** or ☐ EXTERNAL AUDITOR** or ☐ RESPONSIBLE DIRECTOR** 
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