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§917.1 Definitions.

As used in this part:

Business risk means the risk of an ad-
verse impact on a Bank’s profitability
resulting from external factors as may
occur in both the short and long run.

Community financial institution has
the meaning set forth in §925.1 of this
chapter.

Contingency liquidity means the
sources of cash a Bank may use to
meet its operational requirements
when its access to the capital markets
is impeded, and includes:

(1) Marketable assets with a matu-
rity of one year or less;

(2) Self-liguidating assets with a ma-
turity of seven days or less;

(3) Assets that are generally accepted
as collateral in the repurchase agree-
ment market; and

(4) Irrevocable lines of credit from fi-
nancial institutions rated not lower
than the second highest credit rating
category by an NRSRO.

Credit risk means the risk that the
market value, or estimated fair value
if market value is not available, of an
obligation will decline as a result of de-
terioration in creditworthiness.

Immediate family member means a par-
ent, sibling, spouse, child, dependent,
or any relative sharing the same resi-
dence.

Internal auditor means the individual
responsible for the internal audit func-
tion at the Bank.
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§917.2

Liquidity risk means the risk that a
Bank will be unable to meet its obliga-
tions as they come due or meet the
credit needs of its members and associ-
ates in a timely and cost-efficient man-
ner.

Market risk means the risk that the
market value, or estimated fair value
if market value is not available, of a
Bank’s portfolio will decline as a result
of changes in interest rates, foreign ex-
change rates, equity and commodity
prices.

Operational liquidity means sources of
cash from both a Bank’s ongoing access
to the capital markets and its holding
of liquid assets to meet operational re-
quirements in a Bank’s normal course
of business.

Operations risk means the risk of an

unexpected loss to a Bank resulting
from human error, fraud, unenforce-
ability of legal contracts, or defi-
ciencies in internal controls or infor-

mation systems.

Reportable conditions means matters
that represent significant deficiencies
in the design or operation of the inter-
nal control system that could ad-
versely affect a Bank’s ability to
record, process, summarize and report
financial data consistent with the as-
sertions of management.

[65 FR 25274, May 1, 2000, as amended at 67
FR 12846, Mar. 20, 2002]

§917.2 General authorities and duties
of Bank boards of directors.

(a) Management of a Bank. The man-
agement of each Bank shall be vested
in its board of directors. While Bank
boards of directors may delegate the
execution of operational functions to
Bank personnel, the ultimate responsi-
bility of each Bank’s board of directors
for that Bank’s management is non-
delegable.

(b) Duties of Bank directors. Each
Bank director shall have the duty to:

(1) Carry out his or her duties as di-
rector in good faith, in a manner such
director believes to be in the best in-
terests of the Bank, and with such
care, including reasonable inquiry, as
an ordinarily prudent person in a like
position would use under similar cir-
cumstances;



