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(4) Step #4—Produce the WARMN by con-
verting the WARM to a percentage and then 
multiplying the percentage by the total adjusted 
gross notional. (i) Divide the WARM, as cal-
culated in paragraph (b)(3) of this appendix, 
by ten to convert it to a percentage (e.g., 7.75 
WARMN is translated to 77.5 percent); and 

(ii) Multiply the WARM converted to a per-
centage, as described in paragraph (c)(4)(i) of 
this appendix, by total adjusted gross no-
tional, described in paragraph (c)(2) of this 
appendix. 

(5) Compare WARMN calculation to the 
WARNM limit for compliance. The total in step 

four (4) must be less than the limit in para-
graph (a)(1)(ii) or (a)(2)(ii) of this appendix, 
as applicable. 

(6) Example calculations for compliance with 
this subpart: WARMN. The table below pro-
vides an illustrative example of the WARMN 
limit calculations for a sample Federal cred-
it union that has entry level authority. The 
sample Federal credit union has a net worth 
of $100 million and total assets of $1 billion; 
its notional limit authority is $65 million (65 
percent of net worth). 

TABLE 4—EXAMPLE WARMN LIMIT CALCULATION 

Options Swaps Futures Total 

Gross Notional (Step #1) ...................................... $100,000,000 $50,000,000 $5,000,000 $155,000,000 
Adjustment Factor ................................................. 33% 100% 100% 
Adjusted Notional (Step #2) .................................. $33,000,000 $50,000,000 $5,000,000 $88,000,000 
Weighted Average Remaining Maturity (WARM) 

(Step #3) ............................................................ 7.00 8.50 5.00 7.74 

Weighted Average Remaining Matu-
rity Notional (WARMN) (Step #4): 

1 $68,100,000 

Notional Limit Authority (65% of net 
worth) 

$65,000,000 

Under/(Over) Notional Limit Authority ($3,100,000) 

1 (77.4% of Step #3.) 
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§ 704.1 Scope. 

(a) This part establishes special rules 
for all federally insured corporate cred-
it unions. Non federally insured cor-
porate credit unions must agree, by 
written contract, to both adhere to the 
requirements of this part and submit 
to examinations, as determined by 
NCUA, as a condition of receiving 
shares or deposits from federally in-
sured credit unions. This part grants 
certain additional authorities to fed-
eral corporate credit unions. Except to 
the extent that they are inconsistent 
with this part, other provisions of 
NCUA’s Rules and Regulations (12 CFR 
chapter VII) and the Federal Credit 
Union Act apply to federally chartered 
corporate credit unions and federally 
insured state-chartered corporate cred-
it unions to the same extent that they 
apply to other federally chartered and 
federally insured state-chartered credit 
unions, respectively. 

(b) The Board has the authority to 
issue orders which vary from this part. 
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This authority is provided under Sec-
tion 120(a) of the Federal Credit Union 
Act, 12 U.S.C. 1766(a). Requests by 
state-chartered corporate credit unions 
for waivers to this part and for expan-
sions of authority under appendix B of 
this part must be approved by the state 
regulator before being submitted to 
NCUA. 

§ 704.2 Definitions. 
As used in this part: 
Adjusted trading means any method 

or transaction whereby a corporate 
credit union sells a security to a ven-
dor at a price above its current market 
price and simultaneously purchases or 
commits to purchase from the vendor 
another security at a price above its 
current market price. 

Applicable state regulator means the 
prudential state regulator of a state 
chartered corporate credit union. 

Asset-backed security (ABS) means a 
security that is primarily serviced by 
the cashflows of a discrete pool of re-
ceivables or other financial assets, ei-
ther fixed or revolving, that by their 
terms convert into cash within a finite 
time period plus any rights or other as-
sets designed to assure the servicing or 
timely distribution of proceeds to the 
security holders. Mortgage-backed se-
curities are a type of asset-backed se-
curity. 

Available to cover losses that exceed re-
tained earnings means that the funds 
are available to cover operating losses 
realized, in accordance with generally 
accepted accounting principles 
(GAAP), by the corporate credit union 
that exceed retained earnings and eq-
uity acquired in a combination. Like-
wise, available to cover losses that exceed 
retained earnings and perpetual contrib-
uted capital (PCC) means that the funds 
are available to cover operating losses 
realized, in accordance with GAAP, by 
the corporate credit union that exceed 
retained earnings and equity acquired 
in a combination and PCC. Any such 
losses must be distributed pro rata at 
the time the loss is realized first 
among the holders of PCC, and when 
all PCC is exhausted, then pro rata 
among all nonperpetual capital ac-
counts (NCAs) and unconverted mem-
bership capital accounts, all subject to 
the optional prioritization described in 

appendix A of this part. To the extent 
that any contributed capital funds are 
used to cover losses, the corporate 
credit union must not restore or re-
plenish the affected capital accounts 
under any circumstances. In addition, 
contributed capital that is used to 
cover losses in a calendar year previous 
to the year of liquidation has no claim 
against the liquidation estate. 

CLF-related bridge loan means interim 
financing, extending up to ten business 
days, that a corporate credit union pro-
vides for a natural person credit union 
from the time the CLF approves a loan 
to the natural person credit union 
until the CLF funds the loan. To repay 
a CLF-related bridge loan, the bor-
rowing natural person credit union as-
signs the proceeds of the CLF advance 
to the corporate credit union making 
the CLF-related bridge loan for the du-
ration of the bridge loan. 

Collateralized debt obligation (CDO) 
means a debt security collateralized by 
mortgage-backed securities, asset- 
backed securities, or corporate obliga-
tions in the form of loans or debt. Sen-
ior tranches of Re-REMIC’s consisting 
of senior mortgage- and asset-backed 
securities are excluded from this defi-
nition. 

Collateralized mortgage obligation 
(CMO) means a multi-class mortgage- 
backed security. 

Commercial mortgage-backed security 
(CMBS) means a mortgage-backed se-
curity collateralized primarily by 
multi-family and commercial property 
loans. 

Compensation means all salaries, fees, 
wages, bonuses, severance payments, 
current year contributions to employee 
benefit plans (for example, medical, 
dental, life insurance, and disability), 
current year contributions to deferred 
compensation plans and future sever-
ance payments, including payments in 
connection with a merger or similar 
combination (whether or not funded; 
whether or not vested; and whether or 
not the deferred compensation plan is a 
qualified plan under Section 401(a) of 
the IRS Code). Compensation also in-
cludes expense accounts and other al-
lowances (for example, the value of the 
personal use of housing, automobiles or 
other assets owned by the corporate 
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