No. : 98- 54
Date:  Novenber 4, 1998

FEDERAL HOUSI NG FI NANCE BQARD

Vi ver of the Nine Mnth Maturity Limts for Certain Mney Mirket Investments Listed in
Sections I1.B.1. through 5 of the Federal Housing Finance Board's Financial
Management Policy for the Federal Home Loan Bank pm

VWHEREAS, The Federal Home Loan Bank (FHLBank) WM  w shes to offer a new
advance program (Program to its menbers to address nenbers’ concerns about the availability
of liquidity in the fourth quarter of 1999 and the first quarter of 2000 (Y2K Advances):

VHEREAS. in order to hedge the interest rate risk associated with the Program the
FHLBank 1icemmm woul d use the proceeds from consolidated obligations issued at the tine of
the coomtnment for the Y2K Advance. and invest those proceeds in money market instrunents
with maturities that would coincide with the date the Y2K Advance is scheduled to be drawn:

WHEREAS Sections I1.B.1 through I1.B.5 of the Federal Housing Finance Board's
(Finance Board) Financial Mnagenent Policy (FMP) (Fin. Bd. Res. No. 96-45 (July 3, 1996);
Fin. Bd. Res. No. 97-21 (March 5, 1997)) limts the maturity of certain noney market

investnents (including US. Dollar deposits. comercial paper bank and thrift notes and
bankers' acceptances) to nine nonths;

VWHEREAS, as described above. hedging the interest rate risk associated with the

Program woul d involve investnents in noney market instrunents with maturities of nore than
nine nonths;

VWHEREAS, the FHLBank IEEMas requested a waiver of the nine nonth maturity
limts on the money market instruments listed in sections I1.B.1 through I1.B.5 of the FMP to

allow for the FHLBank to use such investments to hedge interest rate risk associated with the
Program and

VHEREAS, the staff of the Finance Board has no |egal concerns if the waiver is granted
pursuant to the conditions contained in this resolution;

WHEREAS, the staff has advised that the Program can be managed safely and soundly,
subject to the conditions contained in this resolution;

NOW THEREFORE, BE |IT RESOLVED that the Board of Directors of the Finance
Board hereby waives the nine month maturity limts on the noney market instruments listed in
sections I1.B. 1 through I'l1.B.5 of the FMP for FHLBank mm 5o that the FH.Bank ]

ml) hedge the interest rate risk associated with its proposed Y2K Advances Program
PROVIDED THAT the follow ng conditions are net:
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The FHLBank’s board of directors nust approve the FHLBank’s offering of the Program and
the terms and conditions thereof:

The Program will be initially limited to 100 percent of the FH.Bank | capi tal

however. the FHLBank may request an
increase in thisratio, if necessary;

In addition to existing limtations inposed by the FMP exposure to any counterpatty by
virtue of investnents made under the Programshall be limited to the lesser of 10 percent of

the counterparty's Tier 1 capital (or tangible capital if Tier | is not available) or 10 percent of
the FH.Bank [ capital;

The FHLBank shall have an advance conmitment with an anount and take-down date
matching the amount and maturity date of the investment. which nust occur during the 4th
quarter of 1999; the investments nust mature on or before Decenber 31, 1999;

The FHLBank shall place investments only with counterparties with both (1) long-term

ratings of double-A or higher fromMody’s or Standard and Poors or A/B or higher from

Thonmson Bankwatch. and (2) short-termratings of P-I from Mody's and A-1 from
Standard and Poors;

To the extent that the FHLBank does not match fund the advance. it must advise the Finance
Board's Ofice of Supervision of its hedging strategy;
The FHLBank shall require that a menber not have an “unsatisfactory* Y2K rating fromits
primry regulator at the time it enters into the advance comitment. and that it have a
“satisfactory” Y2K rating at the time it takes down the advance:

The FHLBank shalt include a provision in the commitment documentation that it shall not be

required to fund the advance at the time of take-down if the menber does not meet all of the
FH.Bank's credit criteria at that tine.

For the Board of Directors of the
Federal Housing Finance Board
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