No: 96-90
Date.  Decenber 6, 1996

FEDERAL HOUSI NG FI NANCE BQARD

Anendnent to the Financial Management Policy
of the Federal Home Loan Bank System

WHEREAS, Section 11(c) of the Federal Home Loan Bank Act (Act) [12 U S.C 1431 (c)]
authorizes the Federal Housing Finance Board (Finance Board) to issue consolidated Federal
Hone Loan Bank (Bank) bonds (CGs); and

WHEREAS, Finance Board regulations [12 C.F.R 8910.1(a)] require the Finance Board to
determne and authorize the issuance of all consolidated bonds, including terns and conditions,
and other characteristics of such bonds, but permt the Finance Board to delegate this
responsibility; and

VWHEREAS, Section 2B(b)(1) of the Act [ 12 U.S.C. 1422b(b)(1)] authorizes the Finance Board
to delegate mnisterial functions, including issuing C0s, to a joint office of the Federal Home
Loan Bank System (Systen); and

VWHEREAS, the Office of Finance (OF) under the management of its Board of Directors (OF
Board) has been established by the Finance Board as a joint office of the Systemto act as the
Fiscal Agent for the FHLBanks; and

VHEREAS, the Finance Board prescribes the types of debt structures that may be offered by the
OF Board in an annual debt issuance authorization; and

WHEREAS, the Financial Mnagenent Policy (FMP) adopted by the Finance Board sets forth the
terms and conditions under which the Federal Honme Loan Banks (FHLBanks) may participate in
CGs; and

VWHEREAS, the proposed revision to the FMP will allow the FHLBanks to participate in debt
offered by the OF

NOW THEREFORE, BE | T RESOLVED, that Footnote Nunber 5 of the FMP is amended to
read as follous:

5 A “financial index" is defined as an index that pertains to: 1) interest rates, 2) baskets of
equities, 3) currencies, or (4) aggregate measures of inflation, sanctioned by a national



government, including those derived from aggregate neasures of economc performance
and prices. In the event of debt tied to a basket of equities, the basket should include a
sufficient nunber of equities to ensure that the novement of the index is not dictated by
the performance of just one equity in the basket. To be considered “eligible,” an index
must be publicly available and verifiable independent of underwiters or selling group
nmenbers. For an index that pertains to a foreign country, that country must be assigned a
Country Risk Rating of not lower than AA- by Thomson Bankwatch. In the event a
country is not rated by Thomson Bankwatch, Sovereign Risk Ratings from Mody's or
Standard & Poor’s may be used subject to the following requirements: a country nust be
assigned a Sovereign Risk Rating for long-term bonds or deposits from Mody's of not
lower than Aa3 or a Sovereign Risk Rating for Foreign Currency from Standard & Poor’s

of not lower than AA-. The European Currency Unit (EQU) shall be deemed an eligible
i ndex.

By the Board of Directors of the
Federal Housing Finance Board
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Bruce A. Morrison, Chair




