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beneficiary. Coownership may not in-
volve a fiduciary or private organiza-
tion. 

(5) In the coownership form the con-
nective ‘‘or’’ shall serve the same pur-
pose as ‘‘joint tenants with right of 
survivorship.’’ 

[43 FR 47489, Oct. 16, 1978; 43 FR 55239, Nov. 
27, 1978, as amended at 56 FR 2675, Jan. 24, 
1991; 61 FR 67187, Dec. 20, 1996] 

§ 615.5130 Procedures. 
Procedures relating to issuance, pric-

ing, payment of interest, redemption, 
replacement of lost or stolen bonds and 
other matters shall be promulgated 
under the authority of this regulation 
as operating instructions to banks and 
associations. 

[37 FR 11434, June 7, 1972] 

Subpart E—Investment 
Management 

§ 615.5131 Definitions. 
For purposes of this subpart, the fol-

lowing definitions apply: 
(a) Asset-backed securities (ABS) mean 

investment securities that provide for 
ownership of a fractional undivided in-
terest or collateral interests in specific 
assets of a trust that are sold and trad-
ed in the capital markets. For the pur-
poses of this subpart, ABS exclude 
mortgage securities that are defined in 
§ 615.5131(h). 

(b) Eurodollar time deposit means a 
non-negotiable deposit denominated in 
United States dollars and issued by an 
overseas branch of a United States 
bank or by a foreign bank outside the 
United States. 

(c) Final maturity means the last date 
on which the remaining principal 
amount of a security is due and pay-
able (matures) to the registered owner. 
It does not mean the call date, the ex-
pected average life, the duration, or 
the weighted average maturity. 

(d) General obligations of a State or 
political subdivision means: 

(1) The full faith and credit obliga-
tions of a State, the District of Colum-
bia, the Commonwealth of Puerto Rico, 
a territory or possession of the United 
States, or a political subdivision there-
of that possesses general powers of tax-
ation, including property taxation; or 

(2) An obligation that is uncondition-
ally guaranteed by an obligor pos-
sessing general powers of taxation, in-
cluding property taxation. 

(e) Liquid investments are assets that 
can be promptly converted into cash 
without significant loss to the inves-
tor. In the money market, a security is 
liquid if the spread between its bid and 
ask price is narrow and a reasonable 
amount can be sold at those prices. 

(f) Loans are defined by § 621.2(f) of 
this chapter and they are calculated 
quarterly (as of the last day of March, 
June, September, and December) by 
using the average daily balance of 
loans during the quarter. 

(g) Market risk means the risk to the 
financial condition of your institution 
because the value of your holdings may 
decline if interest rates or market 
prices change. Exposure to market risk 
is measured by assessing the effect of 
changing rates and prices on either the 
earnings or economic value of an indi-
vidual instrument, a portfolio, or the 
entire institution. 

(h) Mortgage securities means securi-
ties that are either: 

(1) Pass-through securities or partici-
pation certificates that represent own-
ership of a fractional undivided inter-
est in a specified pool of residential 
(excluding home equity loans), multi-
family or commercial mortgages, or 

(2) A multiclass security (including 
collateralized mortgage obligations 
and real estate mortgage investment 
conduits) that is backed by a pool of 
residential, multifamily or commercial 
real estate mortgages, pass-through 
mortgage securities, or other 
multiclass mortgage securities. 

(i) Nationally Recognized Statistical 
Rating Organization (NRSRO) means a 
rating organization that the Securities 
and Exchange Commission recognizes 
as an NRSRO. 

(j) Revenue bond means an obligation 
of a municipal government that fi-
nances a specific project or enterprise 
but it is not a full faith and credit obli-
gation. The obligor pays a portion of 
the revenue generated by the project or 
enterprise to the bondholders. 

(k) Weighted average life (WAL) means 
the average time until the investor re-
ceives the principal on a security, 
weighted by the size of each principal 
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payment and calculated under specified 
prepayment assumptions. 

(l) You means a Farm Credit bank, 
association, or service corporation. 

[64 FR 28895, May 28, 1999, as amended at 70 
FR 51589, Aug. 31, 2005] 

EFFECTIVE DATE NOTE: At 77 FR 66370, Nov. 
5, 2012, § 615.5131 was amended by removing 
designations for paragraphs (a) through (l) 
and maintaining alphabetical order; remov-
ing the reference to ‘‘615.5131(h)’’ from the 
definition for ‘‘asset-backed securities 
(ABS)’’ and adding in its place the words 
‘‘this section’’; and adding in alphabetical 
order definitions for ‘‘government agency’’ 
and ‘‘government-sponsored agency’’, effec-
tive 30 days after publication in the FEDERAL 
REGISTER during which either or both Houses 
of Congress are in session. For the conven-
ience of the user, the added text is set forth 
as follows: 

§ 615.5131 Definitions. 

* * * * * 

Government agency means the United 
States Government or an agency, instrumen-
tality, or corporation of the United States 
Government whose obligations are fully and 
explicitly insured or guaranteed as to the 
timely repayment of principal and interest 
by the full faith and credit of the United 
States Government. 

Government-sponsored agency means an 
agency, instrumentality, or corporation 
chartered or established to serve public pur-
poses specified by the United States Con-
gress but whose obligations are not fully and 
explicitly insured or guaranteed by the full 
faith and credit of the United States Govern-
ment, including but not limited to any Gov-
ernment-sponsored enterprise. 

* * * * * 

§ 615.5132 Investment purposes. 

Each Farm Credit bank is allowed to 
hold eligible investments, listed under 
§ 615.5140, in an amount not to exceed 35 
percent of its total outstanding loans, 
to comply with the liquidity reserve re-
quirement of § 615.5134, manage surplus 
short-term funds, and manage interest 
rate risk under § 615.5135. 

[70 FR 51589, Aug. 31, 2005] 

EFFECTIVE DATE NOTE: At 77 FR 66370, Nov. 
5, 2012, § 615.5132 was revised, effective 30 days 
after publication in the FEDERAL REGISTER 
during which either or both Houses of Con-
gress are in session. For the convenience of 

the user, the revised text is set forth as fol-
lows: 

§ 615.5132 Investment purposes. 
(a) Each Farm Credit bank may hold eligi-

ble investments, listed under § 615.5140, in an 
amount not to exceed 35 percent of its total 
outstanding loans, to comply with its liquid-
ity requirements in § 615.5134, manage sur-
plus short-term funds, and manage interest 
rate risk under § 615.5180. To comply with 
this calculation, the 30-day average daily 
balance of investments is divided by loans. 
Investments are calculated at amortized 
cost. Loans are calculated as defined in 
§ 615.5131. For the purpose of this calculation, 
loans include accrued interest and do not in-
clude any allowance for loan loss adjust-
ments. Compliance with the calculation is 
measured on the last day of every month. 

(b) The following investments may be ex-
cluded when calculating the amount of eligi-
ble investments held by the Farm Credit 
bank pursuant to § 615.5132(a): 

(1) Eligible investments listed under 
§ 615.5140 that are pledged by a Farm Credit 
bank to meet margin requirements for deriv-
ative transactions; and 

(2) Any other investments FCA determines 
are appropriate for exclusion. 

§ 615.5133 Investment management. 
(a) Responsibilities of Board of Direc-

tors. Your board must adopt written 
policies for managing your investment 
activities. Your board of directors 
must also ensure that management 
complies with these policies and that 
appropriate internal controls are in 
place to prevent loss. Annually, the 
board of directors must review these 
investment policies and make any 
changes that are needed. 

(b) Investment policies. Your board’s 
written investment policies must ad-
dress the purposes and objectives of in-
vestments, risk tolerance, delegations 
of authority, and reporting require-
ments. Investment policies must be ap-
propriate for the size, types, and risk 
characteristics of your investments. 

(c) Risk tolerance. Your investment 
policies must establish risk limits and 
diversification requirements for the 
various classes of eligible investments 
and for the entire investment portfolio. 
These policies must ensure that you 
maintain appropriate diversification of 
your investment portfolio. Risk limits 
must be based on your institutional ob-
jectives, capital position, and risk tol-
erance. Your policies must identify the 
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