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[bookmark: _GoBack]SUMMARY: The Farm Credit Administration (FCA), by the FCA Board, publishes for comment proposed amendments and new regulations pertaining to Farm Credit System (System) institutions' investment activities. The proposed regulations broaden the investment standards for System bank investment policies, eliminate FCA prior approval of such policies, and propose additional types of investments that System banks may make under the authority of the Farm Credit Act Amendments of 1980 (1980 Amendments). The FCA initially published proposed new and amended regulations relating to System investment authorities on December 12, 1985 (50 FR 50798). The public was invited to submit written comments on or before February 10, 1986. In response to the comments received and further FCA analysis of System investment policies and needs, the FCA Board amended the proposed regulations and determined that, due to the nature of the amendments, the FCA would benefit from additional comments from interested parties. Accordingly, the FCA Board ordered that the comment period be extended on the proposed regulations, as amended.  

The proposed regulations give System institutions more investment flexibility, establish basic criteria for investment policies, ease limitations on the amount, type, and purpose of investments, and require that banks maintain investments for liquidity purposes that meet minimum standards established by the FCA. They also eliminate the FCA prior approval of bank investment policies.  

DATE: Written comments must be received on or before January 8, 1987.  

ADDRESSES: Submit any comments (in triplicate) in writing to Frederick R. Medero, General Counsel, Farm Credit Administration, McLean, VA 22102-5090. Copies of all communications received will be available for examination by interested parties in the Office of General Counsel, Farm Credit Administration.

FOR FURTHER INFORMATION CONTACT: Kenneth L. Peoples, Office of General Counsel, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4020.  

TEXT: SUPPLEMENTARY INFORMATION: On December 12, 1985, the FCA, by its Federal Farm Credit Board proposed regulations governing System investment activities. The FCA Board at its regular meeting held on September 3, 1986, adopted several amendments to the regulations to give banks more investment flexibility to meet increasing liquidity and other investment needs at the least cost. The proposed regulations establish basic criteria for investment activity that bank policies must address and ease the limitations on the amount, type, and purpose of investments. The proposed regulations further the directives embodied in the Farm Credit Amendments Act of 1985 (1985 Amendments) for the FCA to become a more arm's-length regulator and remove itself from bank management activities. Accordingly, the FCA prior approval of bank investment policies has been removed. In addition, the proposed regulation requires that investments for liquidity purposes be convertible to cash within one business day. The role of the bank board of directors in directing the management of the investment portfolio has been emphasized.  

Several commentators stated that the restriction in the liquidity formula makes the minimum level also the maximum level. They stated that the liquidity formula does not take into account heavy seasonal disbursements, surplus funds from seasonal or unexpected loan repayments, debt restructuring or debt management needs, or new loan disbursements. One System bank stated that it is inappropriate for the FCA to make any changes to the System liquidity formula, though consultation with the System is acceptable.  

One party commented that requiring the analysis of the financial condition of any investment issuer under proposed 12 CFR 615.5135, including the United States Government and agencies, may be proper in some instances but that for regulatory purposes, analyses by public rating services should be sufficient for evaluating investment risks. The party also commented that the appropriate person to receive investment activity reports should be decided by each individual bank and that person may not always be the chief executive officer.  

In reviewing the written comments and analyzing the investment regulations as proposed, the FCA Board decided that restructuring and substantial refinement of the regulations were necessary. First, the bank investment policy requirements need more clarity and specificity regarding those items that the FCA considers necessary for safe and sound management of investment activities. Definitions relating to investment have been set forth at the beginning of the subpart as the new 12 CFR § 615.5130. The proposed regulation 12 CFR 615.5135(a) as amended sets forth the minimum subject areas that a bank board must address in its investment policy. Paragraph (b) of that section has been amended to set forth specific requirements that a bank board must follow in adopting an investment policy. Many of these requirements were previously found in other sections but have been transferred to 12 CFR 615.5135(b) because they relate to the overall investment framework within which the bank must operate its investment activity. Other requirements were expanded from the proposed regulation or added to ensure that bank investment activities are conducted in a safe and sound manner and that the FCA examiners have specific benchmarks from which to measure these activities. These requirements are not designed to insure the bank against risk or prevent the banks from taking risks.  

The FCA Board finds that regulating investment practices is an appropriate activity of an arm's-length regulator. Setting standards for prudent investment management is a proper area of FCA regulation relating to the safety and soundness of System institutions. In addition, the amended regulations remove significant restrictions on the types, amounts, and purposes of System investment activities. However, the boards of directors of System institutions are required to provide management with more direction on the conduct of bank investment activities in a manner that protects the safety and soundness of the institution. The FCA Board disagrees with the commentators that the chief executive officer may not always be the appropriate person to receive investment activity reports in addition to the board of directors. The chief executive officer of the bank is responsible for all bank operations including investment activities and, therefore, should receive investment reports. However, because the FCA Board believes an institution should organize its own reporting operations to senior management, the reporting requirement to the chief executive officer in the proposed regulation has been deleted. This does not in any way remove the responsibility of the chief executive officer to oversee the management of investment activities.  

The first item in paragraph (b) of proposed 12 CFR 615.5135 concerns the liquidity formula to which all System banks must adhere. The commentators correctly state that the FCA should not interfere in System operations by making unilateral changes to the System liquidity formula. The System liquidity formula is established for the collective System bank asset and liability management needs. As an arm's-length banking regulator, the FCA should develop its own standard for setting the minimum level of liquidity that should be maintained by a System bank to ensure the safety and soundness of the institution and ensure that the System banks are in a position to repay maturing System securities as they become due. Such standard should be a minimum that no bank should go below. The System may establish its own formula above that standard for purposes internal to the System. This approach neither interferes with the FCA regulatory concerns, nor with bank management. A reference has been made to the collateral policy that bank boards must also adopt to support outstanding Consolidated and Systemwide obligations.  

The second item in paragraph (b) establishes that a System bank may hold up to 20 percent of the bank's total capital in investments of any one obligor not guaranteed by the United States. Total capital is defined as total net worth. The FCA Board believes that such limit is necessary for the safety and soundness of System institutions if other limitations on the amount and purposes of investments are removed. The FCA Board considers 20 percent an appropriate limit given the quality and type of instrument in which the banks are permitted to invest.  

The third item in paragraph (b) concerns the analysis that each bank must make of any issuer before an investment can be made in that issuer's obligations except for obligations issued or guaranteed by the United States. Currently, the FCA permits the banks to use national rating services for issuers to aid their analysis of each issuer. One party commented that such services are sufficient for regulatory purposes and that the FCA should not require additional analysis. The FCA Board believes that the bank should not be permitted to disavow its responsibility to conduct its own analysis and that such services should be supplemental to the bank's analysis. The proposed regulation has been amended to permit use of such services to supplement the bank's analysis. The amended regulation also requires regular updating of such analysis at least every quarter so long as the bank holds the investment.  

The next item requires investments to be denominated in U.S. dollars unless the foreign exchange risk of foreign currency denominated investments is hedged. The FCA prior approval requirement for investing in foreign currency has been deleted. The banks have relatively little, if any, foreign currency business and therefore little experience in dealing with foreign currency denominations and foreign exchange risk. The BCs have separate authority to engage in foreign currency transactions with respect to their international lending activities. However, there is no current need to expand this activity to investments. 

The fifth item sets forth those institutions with which a System bank may deposit investments not held in its possession. In recent years, several banks have from time to time deposited investment portfolios with brokerage houses or in commercial banks under the control of a brokerage house. The proposed amendment makes it clear that this activity is impermissible.  

The next paragraph requires banks to establish adequate internal controls over the bank's investment strategy and activity. Examination information would support a finding that current internal controls are generally nonexistent or ineffective. As a part of the controls, the bank must maintain records of its investment strategy, activities implementing the strategy, portfolio performance against objectives, and analysis supporting the selection of an investment issuer.  

The last item of paragraph (b) requires System banks to develop an investment strategy updated at least quarterly. The removal of FCA prior approvals and the easing of restrictions on bank investment activities make strategic planning very important, particular in view of the potential size of investment portfolios permitted by the proposed regulation. At a minimum, the banks should develop a strategy updated at least quarterly for their investment portfolio based on market and economic conditions.  

The FCA Board amended proposed 12 CFR 615.5136 to establish the following three categories of investments: (1) System banks are authorized to invest in instruments from the list of investments set forth in 12 CFR 615.5140 for maintaining sufficient liquidity to meet the minimum standard set by the FCA under 12 CFR 615.5135; (2) System banks are authorized to invest in a number of instruments for asset and liability management and other purposes closely related to the business of the bank; and (3) System banks are authorized to invest in all types of service organizations and other entities in which a bank may invest to further its business operations. The proposed 12 CFR 615.5136 also provides that the FCA may approve any other investment not covered by the regulation.  

The first investment category under paragraph (a) authorized System banks to invest in instruments from the list of investments set forth in 12 CFR 615.5140 for maintaining sufficient liquidity to meet the minimum standard set by the FCA under 12 CFR 615.5135(b)(1). The eligible list of investments enumerated in 12 CFR 615.5140 has been revised to include only liquid investments that can be converted to cash within one business day. The System's primary need for liquidity investments is to provide a source of funds to pay maturing principal and interest of Consolidated and Systemwide obligations. Accordingly, the definition of liquidity has been strengthened by requiring all instruments to be quickly convertible to cash and by paring down the list of investments to those that are so convertible. For these reasons, the FCA Board disagrees with the commentators' suggestions to permit investment in term Federal funds, nonnegotiable certificates of deposit, or callable Federal funds of 30 days or less for liquidity purposes. Investments in Consolidated and Systemwide obligations are no longer eligible as liquidity investments because, though there is a secondary market for such obligations, the market may not be active in the event System banks experience a liquidity crisis. Each of these investments is permitted, however, under the second category of investments discussed below. 

The second category of investments authorized System banks to invest in a number of instruments for asset and liability management and other purposes closely related to the business of the banks. The list of investments enumerated under this paragraph includes several instruments previously on the list of eligible investments but which are either not convertible into cash in one business day or would not likely be liquid in the event the System banks have extraordinary liquidity needs. These investments are, however, considered suitable for bank asset and liability management activities. The third item of the list permits the BCs to invest in certain international financing instruments that were originated by other financial institutions to finance international transactions of voting BC stockholders. This provision was proposed in December 1985 as a further implementation of the international financing authorities granted the BCs by the 1980 Amendments. Within the limitation of 15 percent of the total investment portfolio, a BC can serve as a liquidity facility to other financial institutions holding paper financing international transactions to voting stockholders. This is designed to give voting BC stockholders greater sources of liquidity for their international financing needs. The list also includes investments in any instrument from the list of eligible investments but without regard to limitations on maturity or liquidity of such instruments. Investments for asset and liability management need not be as readily convertible to cash as those held for liquidity purposes. Investments of greater maturities, as suggested by the commentators, are permitted under this category. The limitations on this type of investment are few, thus leaving to the banks the responsibility to develop their own policy objectives and portfolio mix for asset and liability management.  

The third category of investments covers all types of service organizations and other entities in which a bank may invest to further its business operations. These include FCA-chartered service organizations such as the recently chartered Farm Credit System Capital Corporation, any partnership, joint venture, unincorporated association, or any corporation or organization not chartered by the FCA where the investment is closely related to the business of the bank. This provision also permits the BCs to invest in foreign branches or representative offices in furtherance of their international activities or in foreign entities principally engaged in credit information and member international financial services. Both of these provisions further implement the BC international financing authority granted by the 1980 Amendments. In addition, the System banks are permitted to invest in any System financial assistance plan involving the purchase of acquired property, stock, loans, or other assets of any bank or association.  

Finally, 12 CFR 615.5136(d) provides that the FCA may approve any other investment not already covered in the regulation. This permits the agency to approve new investment instruments as developed by the marketplace without the necessity of first amending the regulation. However, any investments approved under this authority should be added to the list wherever the regulation is amended.  

Contrary to one System bank comment, the Farm Credit Investment Bond program would be an inappropriate addition to the types of investments. Proposed 12 CFR 615.5136 covers investments of System institutions in instruments of other entities for liquidity and other investment purposes. Farm Credit Investment Bonds are investments in obligations of System institutions. These investments shall be covered by revisions to 12 CFR §§ 615.5110 and 615.5120. 

The proposed 12 CFR 615.5140 was revised to limit liquidity investments to securities and instruments that are convertible to cash within one business day. This necessitates a more complete definition of Federal funds (commonly known as "Fed funds") as a loan to a federally insured financial institution for one business day or under a continuing contract not requiring notice for termination.  

In addition, the term "repurchase agreement" has been deleted in favor of a more precise definition of the permissible investment for liquidity purposes. Repurchase agreements are entered into in two ways, both of which involve the same transaction but from different sides. A repurchase agreement occurs when an institution that owns securities obtains funds by transferring the securities to another institution under an agreement to repurchase the same securities at a later agreed-upon date. A reverse repurchase agreement involves an institution that provides funds and acquires securities pursuant to an agreement to resell the securities at a later agreed-upon date. The latter is the type of activity authorized by 12 CFR 615.5140 as an investment. The former type, a true repurchase agreement, is a borrowing. System banks have authority to enter into such borrowings pursuant to section 4.2(a) of the Act, which allows System banks to borrow from commercial banks or other lending institutions. Because traders, treasurers, and financial officers frequently interchange the terms or use one term when describing the other transaction, the regulation has been written using language describing the transaction envisioned by a reverse repurchase agreement.  

One System bank commented that letters of credit should be added to the list of eligible investments for liquidity purposes. However, letters of credit are not liquid investments convertible to cash within one business day and are therefore inappropriate for the list of eligible investments. The BCs have been given sufficient flexibility in being able to invest in letters of credit under the proposed 12 CFR 615.5136(b).  

Responding to other System bank comments, the provision listing prime corporate paper has been modified to require that such instruments are readily marketable and that the bank's investment in such obligations may not exceed 50 percent of the total investment portfolio in the first two categories of investments. The FCA Board declined the suggestion to exclude prime corporate paper issued by a commercial bank or supported by a commercial bank letter of credit. The proposed regulation does not establish specific limits on the maximum size of the investment portfolio. However, percent of total bank capital may be limited in the instruments of one obligor. The FCA Board believes that this 20-percent limitation enables System banks to take advantage of available safe and sound investments.  

The FCA Board declined other System banks' suggestions that investments in open-end management investment companies be deleted because the banks saw no need for the investment. The FCA Board considers such investments to be acceptable for liquidity purposes. No system bank must invest in all types of eligible investments merely because they are permissible. The National Credit Union Administration and the Federal Financing Bank were deleted from the list as neither institution is currently issuing any notes, bonds, debentures, or similar obligations.  

The proposed regulation deletes a reference to the requirement that the collateral value of liquidity investments be the lower of cost or market value. That requirement is established in 12 CFR Part 615, Subpart B, and further reference here is unnecessary.  

The FCA Board disagrees with a trade association's comments on the unfair expansion of the list of eligible investments relative to commercial banks. System banks are currently authorized to invest in the items on the lists cited by the trade association as unfair expansion. The regulation primarily expands the flexibility in the amount of and purposes for investments.  

The FCA Board proposes 12 CFR §§ 615.5141 and 615.5142 to restrict investments by production credit associations (PCAs) and Federal land bank associations (FLBAs) by requiring that such investments, when approved by the supervising bank, must be undertaken in accordance with bank policy. This will ensure that a bank does not attempt to circumvent the bank policy requirements, particularly in a district where there is only one PCA or FLBA, by conducting the bank investment portfolio activities at the association level.  

Finally, the FCA Board amended proposed 12 CFR 615.5144 to include the new Farm Credit System Capital Corporation and to permit service organization investment in all three categories of investments enumerated in 12 CFR 615.5136 as permitted by the articles of incorporation of the service corporation. The FCA Board declined one suggestion that System service organizations not be permitted to invest their funds like System banks. The FCA Board believes that the banks should be given flexibility in allowing their service organizations to carry out tasks and perform many functions the banks themselves may do except extend credit and sell insurance.  
   
List of Subjects in 12 CFR Part 615  

Accounting, Agriculture, Banks, banking, Capital, Government securities, Investments, Rural areas.  

As stated in the preamble, it is proposed that Part 615 of Chapter VI, Title 12 of the Code of Federal Regulations be amended to read as follows:  

PART 615 -- FUNDING AND FISCAL AFFAIRS  

1. The authority citation of Part 615 continues to read as follows:  

Authority: 12 U.S.C. 2154, 2243, and 2252.  

§ 615.5130 [Redesignated as § 615.5121]  

2. Subpart D is amended by redesignating § 615.5130 as § 615.5121.  

3. Subpart E is amended by adding a new § 615.5130 to read as follows:  

Subpart E -- Investments  

§ 615.5130 Definitions.  

(a) "Continuing contract" means a contract or agreement that remains in effect for more than one business day but has no specified maturity and does not require advance notice of either party to terminate. 

(b) "Immediately available funds" means funds that the borrowing bank can either use or dispose of on the same business day that the transaction giving rise to the receipt or disposal of the funds is executed.  

(c) "Liquidity investment" means convertible to cash within one business day.  

(d) "Marketable" means that current bid and ask prices are available on a regional or national securities exchange or from an association of brokers and dealers.  

(e) "Total capital" means total net worth.  

4. Section 615.5135 is redesignated from Subpart D to Subpart E and revised to read as follows:  

§ 615.5135 Investment policy.  

(a) The board of directors of each System bank shall adopt a policy regarding the management of the institution's investments and review the policy at least annually. The policy shall address the following matters:  

(1) The purpose of the bank's investment portfolio, the objectives to be achieved in the management of the portfolio, and the relation of the portfolio investments to the management of the bank's assets and liabilities and the business of the bank.  

(2) The level of liquidity necessary to meet regulatory requirements and the institution's needs.  

(3) The requirements to be imposed on the size, quality, and concentration of investments in the portfolio.  

(4) The conditions and limitations for trading and other means of active management of the investment portfolio.  

(5) The methods of managing investment maturities including the acceptable range of maturities for all types of investments.  

(6) The internal controls to be established over investment activities.  

(7) The identification of bank personnel authorized to manage investment activities and a statement of the scope of their respective authorities and responsibilities.  

(8) The requirements to be imposed relating to reporting and monitoring investment activities, including reporting to the bank board of directors.  
   
Additional areas shall be addressed in the policy as deemed appropriate by each bank board.  

(b) Each bank board shall follow the requirements set forth below in adopting a policy for bank investment activity authorized by §§ 615.5136 and 615.5140: 

(1) Liquidity investments shall be maintained only in instruments from the list of eligible investments set forth in § 615.5140 and in an amount meeting at least the minimum standard established by the Farm Credit Administration. The Farm Credit Administration may direct changes to such standard as necessary. Investments for liquidity purposes shall be available for collateral to support the issuance of consolidated or Systemwide obligations in accordance with the collateral policy set forth in § 615.5050.  

(2) A bank may not at any time hold liquidity investments or investments authorized under § 615.5136(b) of any one obligor in excess of 20 percent of the total capital of the bank unless issued or guaranteed as to principal and interest by the United States.  

(3) A bank may invest in obligations not guaranteed as to principal and interest by the United States of any issuer or obligor only after the appropriate analysis has been made of the financial condition of the issuer and the bank has determined in its judgment that the issuer or obligor will be able to perform everything in connection with the obligation to assure repayment of principal and interest. The bank may use a nationally recognized rating service to supplement its analysis of any issuer. The analysis shall be updated regularly, but at least every quarter, as long as the bank holds the investment.  

(4) All investments must be denominated in dollars ($U.S.) unless the related foreign exchange risk has been hedged by appropriate means.  

(5) All investment instruments not held in the possession of the bank must be deposited with a Federal Reserve bank, a member of the Federal Reserve System, or an insured State nonmember bank as defined in section 2 of the Federal Deposit Insurance Act, except that banks for cooperatives may deposit such instruments with any financial organization by only to the extent necessary to facilitate transactions financed pursuant to section 3.7(b) of the Act.  

(6) Each bank shall establish and maintain adequate internal controls and adopt procedures to assure that the bank's investment strategy; investment type, issuer, and transactions; and the market value of each investment are reported at least monthly to the bank board of directors, and shall maintain information in its files adequate to demonstrate that it is exercising prudent judgment in making investments under §§ 615.5136 and 615.5140 and in continuing such investments.  

(7) Each bank shall develop an investment strategy based on current and projected market and economic conditions consistent with the investment portfolio's purpose, liquidity requirements, and asset and liability management objectives. The strategy shall be updated regularly but at least quarterly.  

5. Section 615.5136 is added to Subpart E to read as follows:  

§ 615.5136 Classes of investments.  

(a) Banks are authorized to hold investment portfolios in instruments from the list of eligible investments set forth in § 615.5140 for the purpose of maintaining sufficient liquidity required by § 615.5135(b)(1).  

(b) Banks are authorized to hold investments for purposes of asset and liability management and other purposes closely related to the business of the bank in the following types of instruments:  

(1) Notes, bonds, debentures, bills, or similar obligations of any State, territory, or possession of the United States, or political subdivision thereof, including any agency, corporation, or instrumentality of any State, territory, possession, or political subdivision thereof, provided:  

(i) The obligations are rated A or better (or the equivalent) by a nationally recognized rating service; and  

(ii) The obligations mature within 10 years.  

(2) Bankers acceptances, letters of credit, and other extensions of credit to foreign or domestic parties that a bank for cooperatives could have made under § 614.4120 of this chapter to serve as a liquidity facility for obligations arising out of transactions authorized by section 3.7(b) of the Act with voting stockholders of the banks for cooperatives. Except for bankers acceptances, such investments may be made only by banks for cooperatives and shall not exceed 15 percent of the bank's outstanding loans and other credits extended pursuant to section 3.7(b) of the Act.  
(3) Notes, bonds, debentures, or other similar obligations of the System banks issued individually or jointly and severally as consolidated or Systemwide obligations.  

(4) Any investment from the list of eligible investments set forth in § 615.5140 without regard to the limitations in that section on the maturity of such instrument.  

(c) Banks are authorized to hold investment portfolios for purposes closely related to the business of the bank in the securities or other instruments of the following entities or plans:  

(1) Farm Credit System service organizations chartered by the Farm Credit Administration under Title IV, Part D, of the Act.  

(2) The Farm Credit System Capital Corporation chartered by the Farm Credit Administration under Title IV, Part D1, of the Act.  

(3) Partnerships, joint ventures, and unincorporated associations organized to conduct activities the banks are authorized to perform as shall be approved by the Farm Credit Administration.  

(4) Foreign branches or representative offices of banks for cooperatives for engaging in activities of the banks for cooperatives authorized under section 3.7(b) of the Act and under § 614.4120 of this chapter.  

(5) Foreign entities principally engaged in providing credit information to and performing such servicing functions for their members in connection with the members' international activities as set forth in § 615.5143. Such credit information and service functions must be the major sector of the entity's business.  

(6) A corporation or organization not chartered by the Farm Credit Administration where the Farm Credit Administration determines that such investment is closely related to the business of the bank.  

(7) A System financial assistance plan to any System bank or association approved by the Farm Credit Administration, for the participation or purchase of, including without limitation, loans, acquired property, stock, or other assets of the bank or association.  

(d) Such other investments as may be approved by the Farm Credit Administration.  

6. Section 615.5140 is revised to read as follows:  

§ 615.5140 Eligible liquidity investments.  

The list of eligible investments for the System banks for liquidity requirements as set forth in § 615.5135 shall include the following securities or other investments: (a) Notes, bonds, bills, debentures, or other similar obligations issued or guaranteed by:  

(1) The United States Government  

(2) Federal Home Loan Bank chartered pursuant to 12 U.S.C. §§ 1421-1459.  

(3) The Federal Home Loan Mortgage Corporation.  

(4) The Federal National Mortgage Association.  

(5) The Student Loan Marketing Association.  

(6) The Tennessee Valley Authority.  

(7) The International Bank for Reconstruction and Development, the International Development Association, the International Finance Corporation, or such other public international financial institutions approved by the Farm Credit Administration.  

(b) Bankers acceptances.  

(c) Negotiable certificates of deposit.  

(d) Prime corporate notes, drafts, and bills of exchange, provided that such corporate debt obligations continue to be rated in the highest category by the most recently published rating of such obligations by a nationally recognized investment rating service and that such obligations are readily marketable. Total investments of this category are not to exceed 50 percent of the bank's total portfolio of investments authorized in § 615.5136 (a) and (b).  

(e) Agreements to resell investments of the type enumerated in this section, which agreements shall have a term of one business day or be a continuing contract.  

(f) Federal funds, which shall mean loans to a federally insured bank or other federally insured financial institution that increase that bank's or institution's reserve account with a Federal Reserve bank of immediately available funds for one business day or under a continuing contract, regardless of the nature of the contract or of the collateral, if any.  

(g) Shares or certificates in any open-end management investment company registered with the Securities and Exchange Commission under the Investment Company Act of 1940 where the portfolio of such company is restricted to investments authorized by this section.  

(h) A Systemwide funding reserve maintained by the fiscal agency or other System institution for the retirement of Systemwide debt. Investments of such reserve must be eligible under this section.  

(i) Other types of investments authorized by the Farm Credit Administration.  

7. Section 615.5141 is revised to read as follows:  

§ 615.5141 Production credit associations.  

Production credit associations may invest in obligations from the list of eligible investments set forth in § 615.5140, for liquidity purposes, as authorized by the supervising bank in accordance with the bank policy adopted under § 615.5135(a) with respect to liquidity investments.  

8. Section 615.5142 is revised to read as follows:  

§ 615.5142 Federal land bank associations.  

A Federal land bank association may invest its excess cash in unsecured obligations of its supervising bank or in obligations from the list of eligible investments set forth in § 615.5140 for liquidity purposes, as authorized by the supervising bank in accordance with the policy adopted under § 615.5135(a) with respect to liquidity investments.  

9. Section 614.5144 is added to subpart to read as follows:  

§ 615.5144 System service organizations.  

A service organization incorporated by the Farm Credit System banks under Title IV, Part D, of the Act and § 611.1150, and the Farm Credit System Capital Corporation chartered under Title IV, Part D1 of the Act and §§ 611.1140-611.1142 of this chapter, may invest in obligations from the list of eligible investments set forth in § 615.5140 for liquidity purposes and in other investments set forth in § 615.5136 (b) and (c) where authorized in the related articles of incorporation.  
   
Kenneth J. Auberger,  

Secretary, Farm Credit Administration Board.  

[FR Doc. 86-27652 Filed 12-8-86; 8:45 am]  
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