§932.6

Bank. Alternatively, the Bank may ob-
tain independent validation by an out-
side party qualified to make such de-
terminations. Validations shall be done
on an annual basis, or more frequently
as required by the Finance Board.

(2) The results of such independent
validations shall be reviewed by the
Bank’s board of directors and provided
promptly to the Finance Board.

(d) Finance Board approval of Bank in-
ternal market risk model or internal cash
flow model. Each Bank shall obtain Fi-
nance Board approval of an internal
market risk model or an internal cash
flow model, including subsequent ma-
terial adjustments to the model made
by the Bank, prior to the use of any
model. Each Bank shall make such ad-
justments to its model as may be di-
rected by the Finance Board.

(e) Date of calculations. Unless other-
wise directed by the Finance Board,
each Bank shall perform any calcula-
tions or estimates required under this
section using the assets and liabilities,
off-balance sheet items, and derivative
contracts held by the Bank, and if ap-
plicable, the values of any such hold-
ings, as of the close of business of the
last business day of the month for
which the market risk capital require-
ment is being calculated.

§932.6 Operations risk capital require-
ment.

(a) General requirement. Except as au-
thorized under paragraph (b) of this
section, each Bank’s operations risk
capital requirement shall at all times
equal 30 percent of the sum of the
Bank’s credit risk capital requirement
and market risk capital requirement.

(b) Alternative requirements. With the
approval of the Finance Board, each
Bank may have an operations risk cap-
ital requirement equal to less than 30
percent but no less than 10 percent of
the sum of the Bank’s credit risk cap-
ital requirement and market risk cap-
ital requirement if:

(1) The Bank provides an alternative
methodology for assessing and quanti-
fying an operations risk capital re-
quirement; or

(2) The Bank obtains insurance to
cover operations risk from an insurer
rated at least the second highest in-
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vestment grade credit rating by an
NRSRO.

§932.7 Reporting requirements.

Each Bank shall report to the Fi-
nance Board by the 15th business day of
each month its risk-based capital re-
quirement by component amounts, and
its actual total capital amount and
permanent capital amount, calculated
as of the close of business of the last
business day of the preceding month,
or more frequently, as may be required
by the Finance Board.

§932.8 Minimum
ments.

In addition to meeting the deposit 1li-
quidity requirements contained in
§965.3 of this chapter, each Bank shall
hold contingency liquidity in an
amount sufficient to enable the Bank
to meet its liquidity mneeds, which
shall, at a minimum, cover five busi-
ness days of inability to access the con-
solidated obligation debt markets. An
asset that has been pledged under a re-
purchase agreement cannot be used to
satisfy minimum liquidity require-
ments.

liquidity require-

§932.9 Limits on unsecured extensions
of credit to one counterparty or af-
filiated counterparties; reporting
requirements for total extensions of
credit to one counterparty or affili-
ated counterparties.

(a) Unsecured extensions of credit to a
single counterparty. A Bank shall not
extend unsecured credit to any single
counterparty (other than a GSE) in an
amount that would exceed the limits of
this paragraph. A Bank shall not ex-
tend unsecured credit to a GSE in an
amount that would exceed the limits
set forth in paragraph (c) of this sec-
tion. If a third-party provides an irrev-
ocable, unconditional guarantee of re-
payment of a credit (or any part there-
of), the third-party guarantor shall be
considered the counterparty for pur-
poses of calculating and applying the
unsecured credit limits of this section
with respect the to guaranteed portion
of the transaction.

(1) Term limits. All unsecured exten-
sions of credit by a Bank to a single
counterparty that arise from the
Bank’s on- and off-balance sheet and
derivative transactions (but excluding
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