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other similar obligations given to co-
operatives and private dealers by farm-
ers and ranchers eligible to borrow
from such associations.

(b) Such notes and other obligations
evidencing purchases of farm machin-
ery, supplies, equipment, home appli-
ances, and other items of a capital na-
ture handled by cooperatives and pri-
vate dealers will be eligible for pur-
chase as investments.

(c) The total amount which an asso-
ciation may invest in such obligations
at any one time shall not exceed 15 per-
cent of the balance of its loans out-
standing at the close of the associa-
tion’s preceding fiscal year. In addi-
tion, the total amount which an asso-
ciation may invest in such obligations
that are originated by any one coopera-
tive or private dealer, at any one time,
shall not exceed 50 percent of associa-
tion capital and surplus.

(d) All notes in which an association
invests shall be endorsed with full re-
course against the cooperative or deal-
er. The association shall contact each
notemaker who meets the association’s
credit standards to encourage him to
become a borrower.

[54 FR 1158, Jan. 12, 1989, as amended at 55
FR 24888, June 19, 1990; 55 FR 38313, Sept. 18,
1990. Redesignated at 58 FR 63056, Nov. 30,
1993]

§ 615.5173 Stock of the Federal Agri-
cultural Mortgage Corporation.

Banks and associations of the Farm
Credit System are authorized to pur-
chase and hold Class B common stock
of the Federal Agricultural Mortgage
Corporation pursuant to section 8.4 of
the Farm Credit Act.

[58 FR 63058, Nov. 30, 1993]

§ 615.5174 Mortgage-related securities
issued or guaranteed by the Federal
Agricultural Mortgage Corporation.

(a) Pursuant to sections 1.5(15),
3.1(13)(A), and 7.2(a) of the Farm Credit
Act, Farm Credit Banks, banks for co-
operatives, and agricultural credit
banks are authorized to purchase and
hold mortgage-backed securities
(MBSs), as defined by § 615.5131(l),
collateralized mortgage obligations
(CMOs), as defined by § 615.5131(e), and
Real Estate Mortgage Investment Con-
duits (REMICs), as defined by

§ 615.5131(p), that are guaranteed as to
both principal and interest by the Fed-
eral Agricultural Mortgage Corpora-
tion, in an amount that does not ex-
ceed 20 percent of the total outstanding
loans of such banks.

(b) Eligible securities under para-
graph (a) of this section shall be
backed by either:

(1) Adjustable rate mortgages, as de-
fined by § 615.5131(b), that have a repric-
ing mechanism of 12 months or less
that are tied to an index; or

(2) Fixed-rate mortgages.
(c) Stripped mortgage-backed securi-

ties, as defined in § 615.5131(r) of this
part, including Interest Only (IO) and
Principal Only (PO) classes, and residu-
als, as defined by § 615.5131(s) are not el-
igible investments for the purposes of
this section;

(d) The board of directors of each
Farm Credit Bank, bank for coopera-
tives, and agricultural credit bank
shall adopt written policies and proce-
dures that bank managers shall follow
in purchasing, holding and managing
eligible mortgage-related securities
that are fully guaranteed as to both
principal and interest by the Federal
Agricultural Mortgage Corporation.
Quarterly reports about the perform-
ance of all investments in securities
that are guaranteed as to both prin-
cipal and interest by the Federal Agri-
cultural Mortgage Corporation shall be
made to the board of directors. The
board of directors of each Farm Credit
Bank, bank for cooperatives, or agri-
cultural credit bank shall, on an an-
nual basis, review these policies and
procedures, as well as the performance
of eligible Federal Agricultural Mort-
gage Corporation securities that such
bank holds as an investment pursuant
to this section. At a minimum, the
written policy should address:

(1) The purpose and objectives of the
bank’s investment in securities of the
Federal Agricultural Mortgage Cor-
poration;

(2) Parameters concerning the size,
characteristics, and quality of guaran-
teed Federal Agricultural Mortgage
Corporation securities that the Farm
Credit bank shall purchase and hold.
At a minimum, this policy should ad-
dress:
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