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(g) Notify directors, officers, and em-
ployees of the conflict-of-interest pol-
icy and any subsequent changes there-
to and allow them a reasonable period 
of time to conform to the policy. 

§ 651.3 Implementation of policy. 

(a) The Corporation shall disclose 
any unresolved material conflicts of in-
terest involving its directors, officers, 
and employees to: 

(1) Shareholders through annual re-
ports and proxy statements; and 

(2) Investors and potential investors 
through disclosure documents supplied 
to them. 

(b) The Corporation shall make avail-
able to any shareholder, investor, or 
potential investor, upon request, a 
copy of its policy on conflicts of inter-
est. The Corporation may charge a 
nominal fee to cover the costs of repro-
duction and handling. 

(c) The Corporation shall maintain 
all reports of all potential conflicts of 
interest and documentation of materi-
ality determinations and resolutions of 
conflicts of interest for a period of 6 
years. 

§ 651.4 Director, officer, employee, and 
agent responsibilities. 

(a) Each director, officer, employee, 
and agent of the Corporation shall: 

(1) Conduct the business of the Cor-
poration following high standards of 
honesty, integrity, impartiality, loy-
alty, and care, consistent with applica-
ble law and regulation in furtherance 
of the Corporation’s public purpose; 

(2) Adhere to the requirements of the 
conflict-of-interest policy established 
by the Corporation and provide any in-
formation the Corporation deems nec-
essary to discharge its responsibilities 
under this subpart. 

(b) Directors, officers, employees, 
and agents of the Corporation shall be 
subject to the penalties of part C of 
title V of the Farm Credit Act of 1971, 
as amended, for violations of this regu-
lation, including failure to adhere to 
the conflict-of-interest policy estab-
lished by the Corporation. 

PART 652—FEDERAL AGRICULTURAL 
MORTGAGE CORPORATION 
FUNDING AND FISCAL AFFAIRS 

Subpart A—Investment Management 

Sec. 
652.1 Purpose. 
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652.10 Investment management and require-

ments. 
652.15 Interest rate risk management and 

requirements. 
652.20 Liquidity reserve management and 

requirements. 
652.25 Non-program investment purposes 

and limitation. 
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tions. 

652.35 Eligible non-program investments. 
652.40 Stress tests for mortgage securities. 
652.45 Divestiture of ineligible non-program 
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Subpart B—Risk-Based Capital 
Requirements 

652.50 Definitions. 
652.55 General. 
652.60 Corporation board guidelines. 
652.65 Risk-based capital stress test. 
652.70 Risk-based capital level. 
652.75 Your responsibility for determining 

the risk-based capital level. 
652.80 When you must determine the risk- 

based capital level. 
652.85 When to report the risk-based capital 

level. 
652.90 How to report your risk-based capital 

determination. 
652.95 Failure to meet capital requirements. 
652.100 Audit of the risk-based capital stress 

test. 

APPENDIX A TO SUBPART B—RISK-BASED CAP-
ITAL STRESS TEST 

AUTHORITY: Secs. 4.12, 5.9, 5.17, 8.11, 8.31, 
8.32, 8.33, 8.34, 8.35, 8.36, 8.37, 8.41 of the Farm 
Credit Act (12 U.S.C. 2183, 2243, 2252, 2279aa– 
11, 2279bb, 2279bb–1, 2279bb–2, 2279bb–3, 2279bb– 
4, 2279bb–5, 2279bb–6, 2279cc); sec. 514 of Pub. 
L. 102–552, 106 Stat. 4102; sec. 118 of Pub. L. 
104–105, 110 Stat. 168. 

SOURCE: 70 FR 40644, July 14, 2005, unless 
otherwise noted. 

Subpart A—Investment 
Management 

§ 652.1 Purpose. 
This subpart contains the Farm Cred-

it Administration’s (FCA) rules for 
governing liquidity and non-program 
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investments held by the Federal Agri-
cultural Mortgage Corporation (Farm-
er Mac). The purpose of this subpart is 
to ensure safety and soundness, con-
tinuity of funding, and appropriate use 
of non-program investments consid-
ering Farmer Mac’s special status as a 
Government-sponsored enterprise 
(GSE). The subpart contains require-
ments for Farmer Mac’s board of direc-
tors to adopt policies covering such 
areas as investment management, in-
terest rate risk, and liquidity reserves. 
The subpart also requires Farmer Mac 
to comply with various reporting re-
quirements. 

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

lowing definitions will apply: 
Affiliate means any entity established 

under authority granted to the Cor-
poration under section 8.3(b)(13) of the 
Farm Credit Act of 1971, as amended. 

Asset-backed securities (ABS) means 
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 
below. 

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. 

Farmer Mac, Corporation, you, and 
your means the Federal Agricultural 
Mortgage Corporation and its affili-
ates. 

FCA, our, or we means the Farm 
Credit Administration. 

Final maturity means the last date on 
which the remaining principal amount 
of a security is due and payable (ma-
tures) to the registered owner. It does 
not mean the call date, the expected 
average life, the duration, or the 
weighted average maturity. 

General obligations of a state or polit-
ical 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. 

Government agency means an agency 
or instrumentality of the United 
States Government whose obligations 
are fully and explicitly 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 cor-
poration chartered or established to 
serve public purposes specified by the 
United States Congress but whose obli-
gations are not explicitly guaranteed 
by the full faith and credit of the 
United States Government, including 
but not limited to any Government- 
sponsored enterprise. 

Liquid investments are assets that can 
be promptly converted into cash with-
out significant loss to the investor. A 
security is liquid if the spread between 
its bid price and ask price is narrow 
and a reasonable amount can be sold at 
those prices promptly. 

Long-Term Standby Purchase Commit-
ment (LTSPC) is a commitment by 
Farmer Mac to purchase specified eligi-
ble loans on one or more undetermined 
future dates. In consideration for 
Farmer Mac’s assumption of the credit 
risk on the specified loans underlying 
an LTSPC, Farmer Mac receives an an-
nual commitment fee on the out-
standing balance of those loans in 
monthly installments based on the out-
standing balance of those loans. 

Market risk means the risk to your fi-
nancial condition because the value of 
your holdings may decline if interest 
rates or market prices change. Expo-
sure to market risk is measured by as-
sessing the effect of changing rates and 
prices on either the earnings or eco-
nomic value of an individual instru-
ment, a portfolio, or the entire Cor-
poration. 

Maturing obligations means maturing 
debt and other obligations that may be 
expected, such as buyouts of long-term 
standby purchase commitments or re-
purchases of agricultural mortgage se-
curities. 
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