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Q&A (15 MINUTES)

•SUBMIT QUESTIONS IN Q&A BOX

•FEEL FREE TO SUBMIT QUESTIONS THROUGHOUT THE 
PRESENTATION

•QUESTIONS WILL BE ANSWERED AT THE END
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INTRODUCING THE
NEW CAPITAL PLAN
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What We’ll Cover Today:
Why a New Plan?

Key Changes and Benefits

Stock Redemptions and Repurchases

Timeline and Impact

Key Takeaways

Questions
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Why a New Plan?
The current Capital Plan was approved in 2002, with minor amendments in 
subsequent years. Our member composition and needs have changed. The 2015 
comprehensive member survey provided clear direction.

Key findings:
• All members value dividends.
• Advance users support a 2nd stock class offering a shorter redemption period 

and lower activity requirement.
• Members want membership stock to be simple.
• Community depositories did not favor regular stock repurchases and prefer to 

hold stock as an investment.

Members prefer options and flexibility.
• Our classes of stock address these attributes.

34FHLBANK INDIANAPOLIS



VISIT FHB.COM FOR MORE INFORMATION 45

Key Changes and Benefits
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Key Changes and Benefits
1. Simplified membership stock requirement.
2. Members will have more options for fulfilling activity stock requirements.
3. Activity is rewarded.
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1. Simplified membership stock requirement
• Based on total assets versus total mortgage assets.
• Initial membership cap of $5 million.
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2. Members will have more options for fulfilling 
activity stock requirements

• Advantage MPP users will have the flexibility to acquire activity stock 
related to their mortgage sales.

• Plan introduces Class A-stock option with a shorter redemption period 
and the potential for greater leverage in exchange for a lower dividend.
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3. Activity is rewarded
Under the new plan, members can be rewarded with competitive dividends when 
they use the Bank’s products. The Board has the flexibility to establish different 
dividend rates for each stock class.

• B-2 stock (Activity Stock) can pay a higher dividend or those that are 
actively using credit products and/or “opt-in” to the MPP stock 
requirement.

• A-stock, when available, would likely receive a lower dividend and a 
shorter 6-month redemption period.

• Activity stock under redemption no longer receives a reduced dividend.
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3. Activity is rewarded
IMPACT ON ADVANCES: 1-YEAR BULLET

$1 million advance: posted rates*

FHLBANK INDIANAPOLIS

* P O S T E D  R A T E S  A S  O F  9 / 1 7 / 2 0 .   A C T U A L  R A T E S  M A Y  D I F F E R  A N D  A R E  D E T E R M I N E D  A S  T H E  T I M E  O F  I S S U A N C E .
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3. Activity is rewarded
ADVANTAGE MPP OPT-IN

• Capital Plan includes a provision for members to purchase Activity Stock 
to support MPP loan sales.
- Class B activity requirement set at 4.5% of principal balance of loans 

sold.
- Opt-in at the MDC level within an MCC.

• Members have the right to “opt-in” and later decide to “opt-out” within an 
MCC.

• Stock requirement stays with the life of the loans sold associated with the 
MDC.
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3. Activity is rewarded
IMPACT ON MPP (WITH OPT-IN)

$5 million MDC: 30 Yr Mtg, 3.25% Rate, 6% CPR*

12FHLBANK INDIANAPOLIS
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STOCK REDEMPTIONS AND REPURCHASES
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Stock Redemptions (section VI.B.)
• Members may submit a written notice to redeem stock.

- 5 years from date of receipt for class B stock.
- 6 months from date of receipt for class A stock.

• Members may cancel a redemption request by notifying the Bank in 
writing.

• At the end of the redemption period, stock must be excess stock to be 
redeemed by the Bank.
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Stock Repurchases (section VI.C.)
• Upon 15 days notice, the Bank may repurchase any excess 

capital stock.
- Repurchases will be managed on a pro rata basis. 
- May repurchase excess class A or class B stock.

• Mandatory stock repurchases.
- If the Bank exceeds 6% regulatory capital ratio at month end:

o Must provide members 5 days advance notice.
o Bank will repurchase sufficient excess stock to return to a 

regulatory capital ratio of 5.75% or less.
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TIMELINE AND IMPACT
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September 25, 2020 Last day of existing capital plan

September 26, 2020 New capital plan implementation date

April 1, 2021 Annual membership calculation date

Timeline Overview
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Implementation Requirements
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September 26, 2020:
CAPITAL PLAN EFFECTIVE DATE

• Current stock reclassified to B-1 or B-2.
- Activity stock reclassified as B-2.
- All other stock becomes B-1.

• Members may elect to “Opt-in” to a 4.5% activity requirement on MPP 
loan sales.
- Members will “Opt-in” at the MDC level.

• Class A stock not being offered initially.
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Sample Impact Scenario
STOCK RECLASSIFICATION

• $1,732,500 of stock owned.
• $15,000,000 of advances outstanding (@ 4.5%).
• $5,000,000 of line of credit (@ 4.5%).
• $5,000,000 of letters of credit (@ 0.10%).

Current As of 9/26/2020
Class B-1  Stock Class B-1 Class B-2

Member ABC $1,732,500 $827,500 $905,000
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April 1, 2021:
MEMBERSHIP STOCK RECALCULATION

• Annual Membership calculation:
- Used for calculating voting shares
- Performed annually

• Initial requirement of 0.10% of total assets:
- Based on December 31, 2020 total assets
- Minimum of $7,500 and maximum of $5 million
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Sample Impact Scenario
MEMBERSHIP STOCK REQUIREMENT

• Total assets of $700 million as of 12/31/2020.
- Membership requirement equals 0.10% of total assets.

• Residential mortgage assets of $85 million as of 12/31/2019
- Supports current membership requirement.
- Membership requirement equals 0.75% of residential mortgage assets.

Current Membership 
Stock

Projected Membership 
Stock Change

Member ABC $637,500 $700,000 $62,500
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KEY TAKEAWAYS
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We Heard You.
1. Simplified membership stock requirement.
2. Members will have more options for fulfilling activity stock requirements.
3. Activity is rewarded.
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Put your FHLBank Indianapolis 
membership to work for you!
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QUESTIONS?
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Disclaimer
The Federal Home Loan Bank of Indianapolis (Bank) expressly disclaims that it 
is providing any legal advice in this presentation. The foregoing analysis is 
presented for general informational and educational purposes only. This 
presentation is of necessity incomplete and every transaction presents its own 
unique sets of facts and applications of the law. Please consult a qualified 
attorney for competent legal advice. 

Copyright © 2020 Federal Home Loan Bank of Indianapolis. All rights reserved. 
The Bank does not, through its employees, agents or financial models supplied 
to the membership, provide legal or investment advice and the information 
supplied is presented “AS IS.” The Bank does not warrant its accuracy.  
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