No: 95-14

Date: August 9, 1995

FEDERAL HOUSI NG FI NANCE BQARD

Interpretation of Financial Management Policy

WHEREAS, the Federal Home Loan Bank of ( FHLBank) has entered into four interest
rate cap transactions that have final maturities greater than the maxinum allowable effective

maturity for interest rate exchange agreenents set forth in the Federal Housing Finance Board s
(Finance Board) Financial Mnagenent Policy (FMP); and

V\HEREAS, the FHLBank has a unilateral and unconditional right to termnate each of these

agreenents within the maximmeffective mturity linmt contained in the FMP at its then current
mar ket val ue; and

V\HEREAS, the FHLBank has suggested that, for this reason, the optional ternination date

shoul d be considered the effective maturity date of each agreement for the purpose of conplying
with the effective maturity limts in the FMP, and

VHEREAS, the Finance Board agrees that the effective maturity date of interest rate exchange
agreenents may be considered the optional termination date of an agreement, provided that the

FHLBank has the unilateral and unconditional ability to terninate the agreement on or before that
date;

NON THEREFORE BE I T RESCLVED, that the Finance Board hereby determines that the

effective maturity of interest rate exchange agreements may be considered the termfrom
settlement to the date on which a FHLBank has the unilateral and unconditional option to
termnate the agreement at its then current market val ue.
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