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Farm Credit Administration § 652.30 

§ 652.25 Management of ineligible invest-
ments and reservation of authority. 

(a) Investments ineligible when purchased. In-
vestments that do not satisfy the eligibility 
criteria set forth in § 652.20 at the time of 
purchase are ineligible. You must not pur-
chase ineligible investments. If you deter-
mine that you have purchased an ineligible 
investment, you must notify the OSMO with-
in 15 calendar days after such determination. 
You must divest of the investment no later 
than 60 calendar days after the determina-
tion unless we approve, in writing, a plan 
that authorizes you to divest of the invest-
ment over a longer period of time. 

(b) Investments that no longer satisfy eligi-
bility criteria. If you determine that an in-
vestment (that satisfied the eligibility cri-
teria set forth in § 652.20 when purchased) no 
longer satisfies the eligibility criteria, you 
must notify the OSMO within 15 calendar 
days of the determination. 

(c) Requirements for investments that are in-
eligible or no longer satisfy eligibility criteria— 
(1) Reporting requirements. Each quarter, you 
must report to the OSMO and your board on 
the status of investments identified in para-
graph (a) or (b) of this section. Your report 
must demonstrate the effect that these in-
vestments may have on the Corporation’s 
capital, earnings, and liquidity position. Ad-
ditionally, the report must address how the 
Corporation plans to reduce its risk exposure 
from these investments or exit the posi-
tion(s). 

(2) Other requirements. Investments identi-
fied in paragraph (a) or (b) of this section 
may not be used to satisfy the liquidity re-
quirement(s) in § 652.40. These investments 
must continue to be included in the invest-
ment portfolio limit calculation established 
in § 652.15(b). 

(d) Reservation of authority. FCA retains the 
authority to require you to divest of any in-
vestment at any time for failure to comply 
with § 652.15(a) or for safety and soundness 
reasons. The timeframe set by FCA for such 
required divestiture will consider the ex-
pected loss on the transaction (or trans-
actions) and the effect on the Corporation’s 
financial condition and performance. 

§ 652.30 Temporary regulatory waivers 
or modifications for extraordinary 
situations. 

Whenever the FCA determines that 
an extraordinary situation exists that 
necessitates a temporary regulatory 
waiver or modification, the FCA may, 
in its sole discretion: 

(a) Modify or waive the minimum li-
quidity reserve requirement in § 652.20 
of this subpart; and/or 

(b) Modify the amount, qualities, and 
types of eligible investments that you 

are authorized to hold pursuant to 
§ 652.25 of this subpart. 

EFFECTIVE DATE NOTE: At 77 FR 66382, Nov. 
5, 2012, § 652.30 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: 

§ 652.30 Interest rate risk management. 
(a) The board of directors of Farmer Mac 

must provide effective oversight (direction, 
controls, and supervision) of interest rate 
risk management and must be knowledge-
able of the nature and level of interest rate 
risk taken by Farmer Mac. 

(b) The board of directors of Farmer Mac 
must adopt an interest rate risk manage-
ment policy that establishes appropriate in-
terest rate risk exposure limits based on the 
Corporation’s risk-bearing capacity and re-
porting requirements in accordance with 
paragraphs (c) and (d) of this section. At 
least annually, the board of directors, or a 
designated committee of the board, must re-
view the policy. Any changes to the policy 
must be approved by the board of directors. 
You must report any changes to the policy 
to the OSMO within 10 business days of adop-
tion. 

(c) The interest rate risk management pol-
icy must, at a minimum: 

(1) Address the purpose and objectives of 
interest rate risk management; 

(2) Identify the causes of interest rate risk 
and set appropriate quantitative limits con-
sistent with a clearly articulated board risk 
tolerance; 

(3) Require management to establish and 
implement comprehensive procedures to 
measure the potential effect of these risks on 
the Corporation’s projected earnings and 
market values by conducting interest rate 
stress tests and simulations of multiple eco-
nomic scenarios at least quarterly. Your 
stress tests must gauge how interest rate 
fluctuations affect the Corporation’s capital, 
earnings, and liquidity position. The meth-
odology that you use must be appropriate for 
the complexity of the structure and cash 
flows of your on- and off-balance sheet posi-
tions, including the nature and purpose of 
derivative contracts, and establish 
counterparty risk thresholds and limits for 
derivatives. It must also ensure an appro-
priate level of consistency with the stress- 
test scenarios considered under § 652.10(f)(4). 
Assumptions applied in stress tests must, to 
the maximum extent practicable, rely on 
verifiable information. You must document 
the basis for all assumptions that you use. 

(4) Describe and authorize management to 
implement actions needed to achieve Farmer 
Mac’s desired risk management objectives; 
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(5) Ensure procedures are established to 
evaluate and document, at least quarterly, 
whether actions taken have actually met the 
Corporation’s desired risk management ob-
jectives; 

(6) Identify exception parameters and ap-
provals needed for any exceptions to the pol-
icy’s requirements; 

(7) Describe delegations of authority; and, 
(8) Describe reporting requirements, in-

cluding exceptions to policy limits. 
(d) At least quarterly, management must 

report to the Corporation’s board of direc-
tors, or a designated committee of the board, 
describing the nature and level of interest 
rate risk exposure. Any deviations from the 

board’s policy on interest rate risk must be 
specifically identified in the report and ap-
proved by the board, or a designated com-
mittee of the board. 

§ 652.35 Eligible non-program invest-
ments. 

(a) You may hold only the types, 
quantities, and qualities of non-pro-
gram investments listed in the fol-
lowing Non-Program Investment Eligi-
bility Criteria Table. These invest-
ments must be denominated in United 
States dollars. 
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