
Custodial Services Standard Terms and Conditions for 
Public Unit Deposits 

These Custodial Services Standard Terms and Conditions for Public Unit Deposits (the “Terms and 
Conditions”), effective on a continuing basis as of the Effective Date, govern all future custodial 
services among the Member, the Depositor, and the Custodian. 

Section 1. Definitions 

Capitalized terms not defined elsewhere herein have the respective meanings ascribed to such terms in the 
Agreement. 

“Agreement” means with respect to each Depositor an Agreement to Secure Public Unit Deposits 
among the Member, such Depositor, and the Custodian substantially in the form of Exhibit I attached 
hereto pursuant to which the Parties have decided to make a portion of the proceeds of the Letter of 
Credit available to the Depositor to collateralize the Depositor Accounts as outlined in such agreement and 
which such agreement incorporates the Terms and Conditions herein. 

“Allocated Letter of Credit Amount” means with respect to each Public Unit Beneficiary the dollar 
amount that the Public Unit Beneficiary may from time to time instruct, in accordance with these Terms 
and Conditions, the Custodian to draw under the Letter of Credit and remit to the Public Unit 
Beneficiary, as such amount is reduced from time to time by any amounts the Custodian draws under 
the Letter of Credit and remits to such Public Unit Beneficiary, and includes the Public Unit 
Beneficiary’s Allocated Share of any Cash Collateral that the Custodian holds on behalf of one or more 
Public Unit Beneficiaries. 

“Allocated Share” means with respect to any Public Unit Beneficiary Cash Collateral multiplied 
by a percentage, the numerator of which is the Public Unit Beneficiary’s Allocated Letter of Credit 
Amount and the denominator of which is the aggregate Allocated Letter of Credit Amounts of all 
Public Unit Beneficiaries, both calculated immediately prior to a draw under the Letter of Credit by the 
Custodian pursuant to Section 4.6 of these Terms and Conditions. 

“Business Day” means any day on which FHLBank Dallas is open for business. 

“Cash Collateral” has the meaning ascribed to such term in Section 4.7 hereof. 

“Claim” has the meaning ascribed to such term in Section 6 hereof. 

“Custodian” has the meaning ascribed to such term in the preamble of the Agreement. 

“Depositor” has the meaning ascribed to such term in the preamble of the Agreement. 

“Depositor Accounts” has the meaning ascribed to such term in the first recital of the 
Agreement.  

“Effective Date” has the meaning ascribed to such term in the Agreement. 

“Exhibit II Instruction” has the meaning ascribed to such term in Section 2.4 hereof. 



“Exhibit III Instruction” has the meaning ascribed to such term in Section 3.2 hereof. 

“Exhibit Instruction” means each of an Exhibit I Instruction and an Exhibit II Instruction. 

“Letter of Credit” means collectively one or more irrevocable letters of credit issued by FHLBank 
Dallas on behalf of the Member, naming the Custodian as beneficiary thereunder, and authorizing the 
Custodian to make draws under such letters of credit upon the presentation to FHLBank Dallas of a 
sight draft and the original of the applicable letter of credit, as such letters of credit may from time to time 
be increased in amount, extended as to maturity, or replaced upon their maturity, all in accordance with 
the terms of these Terms and Conditions. 

“Public Unit”  means any state, county, city, municipal, or other local government and any 
subdivision or agency of any of the foregoing. 

“Public Unit Beneficiary” means any Public Unit that has entered into an agreement with and 
among the Custodian and the Member, substantially in the form of the Agreement, pursuant to which the 
proceeds of the Letter of Credit are available to collateralize Public Unit Deposits, and, for the avoidance 
of doubt, Public Unit Beneficiary includes the Depositor. 

“Public Unit Deposits” means the funds maintained by a Public Unit in deposit accounts at the 
Member. 

“Term” means the period commencing on the Effective Date and ending on the Termination 
Date. 

“Termination Date” means the earlier of (i) the date on which the Parties agree in writing to 
terminate the Agreement and (ii) the date by which the Custodian has drawn under the Letter of Credit 
the full amount of the Allocated Letter of Credit Amount of the Depositor and remitted the proceeds of 
such draw under the Letter of Credit to the Depositor. 

“Termination Time” means the close of business on the Termination Date. 

Section 2. Rights and Obligations of the Member 

2.1 The Member covenants that during the Term it shall cause the Letter of Credit to remain 
in full force and effect and in an amount, together with Cash Collateral held by the Custodian on 
behalf of Public Unit Beneficiaries, equal to or greater than the aggregate Allocated Letter of Credit 
Amounts of all Public Unit Beneficiaries. 

2.2 The Member covenants that during the Term it shall cause the Allocated Letter of Credit 
Amount of the Depositor at all times to be equal to or greater than the aggregate amount of funds in the 
Depositor Accounts, as such amount may change from time to time. 

2.3 From time to time, the Member, the Custodian, and the Depositor shall execute an 
Agreement directing the Custodian to increase the Allocated Letter of Credit Amount of the Depositor; 
provided, however, that the Parties acknowledge that any such increase in the Allocated Letter of Credit 
Amount of the Depositor pursuant to an Agreement shall become effective only upon, and at the 
time of, the Custodian’s written acknowledgement of such instruction. 

2.4 Provided that it is not in default of any of its obligations under the Agreement or any 
agreement governing the Depositor Accounts, the Member shall be entitled to require the Depositor to 
execute and deliver to the Custodian (with a copy to the Member) a written instruction, in the form 
attached hereto as Exhibit II (each an “Exhibit II Instruction”), instructing the Custodian to reduce the 
Allocated Letter of Credit Amount of the Depositor in accordance with the provisions of Section 3.1 of 
these Terms and Conditions; provided, however, that the Parties acknowledge that: (i) the Custodian 
shall have no obligations to ascertain whether the Member has any rights under this Section 2.4; (ii) that 
the Custodian shall be obligated to reduce the Allocated Letter of Credit Amount of the Depositor only 



upon the receipt of an Exhibit II Instruction executed by the Depositor and the Member; and (iii) that any 
such decrease shall become effective only upon, and at the time of, the Custodian’s written 
acknowledgement of such instruction. 

2.5 The appointment of a conservator or receiver for the Member shall be deemed to be a 
breach of the Member’s obligations under Section 2.2 of these Terms and Conditions. 

Section 3. Rights and Obligations of the Depositor 

3.1 Provided that the Member is not in default of any of its obligations under the 
Agreement or any agreement governing the Depositor Accounts, the Depositor shall from time to time, at 
the request of the Member, execute and deliver to the Custodian (with a copy to the Member) an 
Exhibit II Instruction, instructing the Custodian to reduce the Allocated Letter of Credit Amount of the 
Depositor by an amount equal to the amount by which the Allocated Letter of Credit Amount of the 
Depositor exceeds the aggregate amount of funds (including accrued interest, if any) in the Depositor 
Accounts; provided, however, that the Parties acknowledge that: (i) the Custodian shall have no 
obligations to ascertain whether the Depositor has any obligation under this Section 3.1; (ii) that the 
Custodian shall be obligated to execute any such acknowledgement only upon the receipt of the 
written instruction provided for in this Section 3.1; and (iii) any such decrease shall become 
effective only upon, and at the time of, the Custodian’s written acknowledgement of such instruction. 

3.2 If, at any time during the Term, the Member is in default of any of its obligations under 
the Agreement or any agreement governing the Depositor Accounts, the Depositor may execute and 
deliver to the Custodian a written instruction, in the form attached hereto as Exhibit III (each an “Exhibit 
III Instruction”), instructing the Custodian to draw under the Letter of Credit an amount equal to the 
lesser of (i) the Allocated Letter of Credit Amount of the Depositor and (ii) the aggregate amount of 
funds (including accrued interest, if any) in the Depositor Accounts and to remit to the Depositor the 
proceeds of such draw under the Letter of Credit. 

3.3 The Depositor agrees that its receipt of any and all funds pursuant to Section 3.2 of 
these Terms and Conditions shall (i) reduce the Allocated Letter of Credit Amount of the Depositor 
by the amount of funds received by the Depositor from the Custodian and (ii) be deemed to be 
withdrawals from such of the Depositor Accounts, as the Depositor shall in its discretion determine. 
The Depositor agrees to notify the Member promptly of those Depositor Accounts from which 
withdrawals pursuant to this Section 3.3 have been made. 

Section 4. Rights and Obligations of the Custodian 

4.1 The Custodian shall not enter into any agreement or execute any other document or 
instrument (including without limitation an Agreement) if as a result the aggregate Allocated Letter of 
Credit Amounts of all Public Unit Beneficiaries shall exceed the sum of (i) the amount available to be 
drawn by the Custodian under the Letter of Credit and (ii) the aggregate amount of the Cash Collateral 
held by the Custodian. 

4.2 Subject to the provisions of Section 4.1 of these Terms and Conditions, upon the receipt 
of an executed Agreement from the Member and the Depositor, the Custodian shall within one (1) 
Business Day either (i) acknowledge in writing the Agreement, increase the Allocated Letter of Credit 
Amount of the Depositor by the amount of increase specified in such Agreement, and deliver to the 
Member and the Depositor a copy of such Agreement; or (ii) reject such Agreement and promptly notify the 
Depositor and the Member of such rejection. 

4.3 Upon the receipt of an Exhibit II Instruction from the Depositor and the Member, the 
Custodian shall acknowledge in writing the Exhibit II Instruction, decrease the Allocated Letter of 
Credit Amount of the Depositor by the amount of the decrease specified in such Exhibit II Instruction, and 
deliver to the Member and the Depositor a copy of such written acknowledgement. 



4.4 Upon the receipt of an Exhibit III Instruction, the Custodian shall draw under the Letter of 
Credit and remit to the Depositor the amount specified in such Exhibit III Instruction; provided, however, 
that the Custodian shall have no obligation to draw under the Letter of Credit the amount specified in such 
Exhibit III Instruction to the extent that such amount exceeds the Allocated Letter of Credit Amount of 
the Depositor; and provided further, that the Custodian may reduce the amount it draws under the 
Letter of Credit by the amount of the Depositor’s Allocated Share of Cash Collateral held by the 
Custodian. Any amount remitted to the Depositor pursuant to this Section 4.4 shall automatically reduce 
the Allocated Letter of Credit Amount of the Depositor. 

4.5 The Parties agree that the Custodian shall be entitled to rely on any document, 
including without limitation any Agreement, any Exhibit II Instruction, or Exhibit III Instruction, that is or 
purports to be executed by an officer, employee, or agent of the Party on behalf of which such 
document is executed. 

4.6 To the extent that: (i) the Letter of Credit or any portion thereof is scheduled to expire, 
(ii) such expiration would result in the aggregate Allocated Letter of Credit Amounts of all Public Unit 
Beneficiaries to exceed the sum of (a) the amount available to be drawn under the Letter of Credit after 
such expiration and (b) Cash Collateral held by the Custodian prior to such expiration, (iii) the Member 
does not, on or before such expiration date, cause either the maturity date of the expiring portion of the 
Letter of Credit to be extended by no fewer than thirty (30) days or the expiring portion to be replaced 
with one or more letters of credit issued by FHLBank Dallas for the benefit of the Custodian and having 
maturity dates at least thirty (30) days beyond the maturity date of the expiring portion of the Letter of 
Credit, and (iv) pursuant to the terms of the Application For Standby Letter of Credit Advances 
executed by the Member, FHLBank Dallas does not, on or before such expiration date, cause the 
expiring portion to be replaced with one or more letters of credit issued by FHLBank Dallas for the 
benefit of the Custodian and having maturity dates at least thirty (30) days beyond the maturity date of 
the expiring portion of the Letter of Credit, the Custodian shall draw under the Letter of Credit. 

4.7            The proceeds of any and all draws under the Letter of Credit pursuant to Section 
4.6 of these Terms and Conditions (the “Cash Collateral”) shall be retained by the Custodian for the 
benefit of the Public Unit Beneficiaries. The Custodian may reduce the amount that it is otherwise 
obligated to draw under the Letter of Credit pursuant to any Exhibit III Instruction to the extent that Cash 
Collateral is used to remit to the Depositor the amount specified in such Exhibit III Instruction. 

Section 5. Term and Termination 

The Agreement shall continue in full force and effect until the Termination Time. 

Section 6. Indemnification 

The Member hereby agrees to indemnify and hold harmless the Custodian and the Custodian’s 
officers, directors, employees, and agents from and against any losses, damages, expenses (including 
reasonable attorneys’ fees and costs), costs, penalties, and liabilities (each a “Claim”) that arise out of 
or in connection with (i) the Custodian’s performance of its duties under the Agreement and (ii) any 
action or claim against the Custodian by a third party (including the Depositor) arising from or related to 
the Member’s performance of, or failure to perform, its obligations under the Agreement or the 
Member’s breach of any representation, warranty, or covenant hereunder. To the extent that the amount 
available to be drawn under the Letter of Credit exceeds the aggregate Allocated Letter of Credit 
Amounts, the Custodian may draw under the Letter of Credit to reimburse itself for any Claim. The 
Member’s obligations under this Section 6 shall survive the expiration or termination of the Agreement. 

Section 7. Representations and Warranties 

Each Party represents and warrants to the other Parties that it is duly organized and in good 
standing under the jurisdiction of its organization; that the execution and delivery of the Agreement has 
been duly authorized by all required corporate action; and that no contract or other obligation by 
which the Party is bound prohibits or restricts the Party’s executing, delivering, or performing its 
obligations under the Agreement. 



Section 8. Notices 

Any notice required or permitted to be given or made under the Agreement or any Exhibit 
Instruction to the Agreement, including a notice to effect a change in a Party’s address or facsimile 
number for notice, must be in writing and addressed to the Party or Parties at the address or 
facsimile number of the Party or Parties set forth in the Agreement, as amended in accordance with 
this Section 8, and will be deemed to be properly given or made on the earliest of (i) actual delivery, (ii) 
two (2) Business Days after being sent, with delivery charges paid by the sending party, by a nationally 
recognized commercial courier service for delivery on the next Business Day, (iii) three (3) Business 
Days after being sent through the United States Postal Service, certified mail, return receipt requested, 
postage prepaid and (iv) on the day of delivery (or the next Business Day if such day is not a Business 
Day) by confirmed facsimile transmission; provided, however, that any Exhibit Instruction shall be 
deemed to have been received by the Custodian only upon the Custodian’s actual receipt of such Exhibit 
Instruction. 

Section 9. Statutorily Required Language

9.1 The Member hereby verifies that it and its parent company, wholly- or majority-owned 
subsidiaries, and other affiliates, if any, do not boycott Israel and, to the extent this Agreement is a contract 
for goods or services, will not boycott Israel during the term of this Agreement.  The foregoing verification is 
made solely to comply with Section 2271.002, Texas Government Code, and to the extent such Section 
does not contravene applicable Federal law.  As used in the foregoing verification, “boycott Israel” means 
refusing to deal with, terminating business activities with, or otherwise taking any action that is intended to 
penalize, inflict economic harm on, or limit commercial relations specifically with Israel, or with a person or 
entity doing business in Israel or in an Israeli-controlled territory, but does not include an action made for 
ordinary business purposes.  The Member understands affiliate” to mean an entity that controls, is controlled 
by, or is under common control with the Member and exists to make a profit.

9.2 The Member represents that neither it nor any of its parent company, wholly- or majority-
owned subsidiaries, and other affiliates is a company identified on a list prepared and maintained by the 
Texas Comptroller of Public Accounts under Section 2252.153 or Section 2270.0201, Texas Government 
Code, and posted on any of the following pages of such officer’s internet website: 

https://comptroller.texas.gov/purchasing/docs/sudan-list.pdf,
https://comptroller.texas.gov/purchasing/docs/iran-list.pdf, or
https://comptroller.texas.gov/purchasing/docs/fto-list.pdf.  
The foregoing representation is made solely to comply with Section 2252.152, Texas Government 

Code, and to the extent such Section does not contravene applicable Federal law neither the Member nor 
any wholly- or majority-owned subsidiaries, and other affiliates, if any, that the United States government has 
affirmatively declared to be excluded from its federal sanctions regime relating to Sudan or Iran or any 
federal sanctions regime relating to a foreign terrorist organization.  The Member understands “affiliate” to 
mean any entity that controls, is controlled by, or is under common control with the Member and exists to 
make a profit.

Section 10. Miscellaneous 

10.1 The Agreement, which includes these Terms and Conditions and any Exhibit Instructions to 
the Agreement, represents the entire agreement of the Parties and supercedes all prior written and oral 
agreements and understandings of the Parties with respect to the subject matter of the Agreement. 

https://comptroller.texas.gov/purchasing/docs/sudan-list.pdf
https://comptroller.texas.gov/purchasing/docs/iran-list.pdf
https://comptroller.texas.gov/purchasing/docs/fto-list.pdf


10.9  The headings used in the Agreement are for convenience of reference only and shall 
not affect the construction or interpretation of the Agreement. 

10.2 The Agreement may be amended only by a writing executed by a duly authorized 
representative of each Party. 

10.3 If any provision of the Agreement is found invalid or unenforceable, the remainder of 
the Agreement shall remain in full force and effect and the invalid or unenforceable provision shall be 
deemed amended to the least extent necessary to eliminate such invalidity or unenforceability and to 
carry out the intention of the Parties. 

10.4 No Party shall have the right to assign its rights or delegate its duties under the 
Agreement without the prior written consent of the other Parties, which will not be unreasonably withheld 
or delayed, provided the assigning or delegating Party continues to be liable to the other Parties for the 
performance of the assigning or delegating Party’s obligations under the Agreement. 

10.5 In the event of any conflict between any provision of the Agreement and any 
Exhibit Instruction to the Agreement, the provisions that require the higher degree of performance in 
favor of the Bank shall govern. 

10.6 The Agreement shall be governed by the applicable law of the United States of 
America and the law of the State of Texas without regard to its choice of law provisions; and each 
Party irrevocably consents to the non-exclusive jurisdiction of the state courts of, and 
U.S. District Court located in, Dallas County, Texas. 

10.7 The Agreement may be executed in two or more counterparts each of which shall be an 
original and all of which together shall constitute one and the same agreement. 

10.8 No Party shall be liable for any failure or delay in its performance under the 
Agreement if such performance is prevented, hindered, or delayed by reason of any cause beyond 
its reasonable control, including without limitation any labor dispute, strike or other industrial 
disturbance, act of God, flood, earthquake, casualty, war, act of public enemy, riot, insurrection, 
embargo, law or court action, or regulation or order of any governmental agency or subdivision thereof 
(each a “Force Majeure Event”). If a Force Majeure Event occurs, a Party’s time to perform any obligation 
under the Agreement shall be extended by a period of time equal to the period during which the Force 
Majeure Event prevented the Party’s performance of its obligations. 




