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ACTION:  Final rule.

The Farm Credit Administration, by Its Federal Farm Credit Board, took final action on amendments to its regulations and authorized their issuance effective September 29, 1973. These amendments, (1) clarify the provision for compensation of district board members, (2) clarify that special assignments of district board members may be requested by the Farm Credit Administration, (3) provide for the exclusion of certain special assignments of district board members from the 30-day limitation thereon, (4) provide for the establishment by the district board of policies regarding the compensation of association directors and members, (5) provide for the reemployment of annuitants under certain circumstances, (6) specify the circumstances under which certain bank or association facilities and resources may be used in the interest of candidates for certain offices, (7) substitute the designation "finance committee or subcommittee" for the former "bond or debenture committee," (8) authorize the supervisory bank in place of the bank board to act in possible conflict of interest cases where the employee interest is trivial, (9) delegate to the district bank authority to make prior determinations of eligibility of subsidiaries of certain legal entities subject to post review by the Farm Credit Administration, (10) omit the provision dealing with the financing of other requirements of eligible borrowers and incorporate guidelines therefore in a revised section dealing with lending objectives, (11) require bank board to adopt policies subject to the approval of the Farm Credit Administration to achieve System lending objectives, (12) provide for making special intermediate term loans to producers and harvesters of aquatic products, (13) remove the present expiration date of the provision for production credit association lending limits, (14) restate loan approval requirements, (15) broaden the authority for first lien determinations, (16) substitute the designation "consolidated obligations" for "bond and debenture" as a change in terminology, (17) provide for approval by the supervising bank in place of the bank board of the purchase, construction, or sale of association buildings, with a report to the board and within board guidelines, (18) require annual review by the supervising bank of association investment portfolios instead of the annual listing by the association, (19) authorize associations also to deposit current funds with savings institutions insured by the Federal Deposit Insurance Corporation, (20) authorize a bank for cooperatives to retire equities in accordance with bank board policy in place of board action, (21) revise the land bank provisions for losses, (22) provide for approval by the land bank of Federal land bank association declaration of dividends, (23) include the premium rate for the shipment of valuables by registered airmail, (24) provide for mailing of negotiable securities by registered insured mail, (25) provide for the development and adoption by an association board of travel regulations subject to approval by the supervising bank, (26) clarify the circumstances under which access to association borrower records by certain agency representatives will be authorized, (27) authorize the supervising bank to approve association records disposal schedules.

By a notice published in the FEDERAL REGISTER on August 23, 1973, interested persons were afforded the opportunity to file written comments or suggestions on the proposed amendments not later than September 21, 1973.  Written comments were received both before and after September 21. All comments were considered prior to the final action on the proposed amendments by the Federal Farm Credit Board. Copies of all communications received are available for examination by interested persons in the Office of the Director of Information, Farm Credit Administration.

Chapter VI of Title 12 of the Code of Federal Regulations is amended by revising § § 611.1020, 611.1030, 611.1031,  611.1080, 612.2050, paragraph (b) of § 612.2130, paragraph (i) of § 612.2160, § 612.2170, revising paragraph (d) and deleting paragraph (g) of § 613.3020, revising §§ 614.4160, paragraph (c) of § 614.4200, 614.4353, 614.4450, deleting § 614.4490, adding § § 614.4460, 614.4470, deleting § 614.4501, revising paragraph (a) of § 615.5060, paragraph (o) and the unlettered last paragraph of § 615.5140, §§ 615.5150 (a) and (b), 615.5180, 615.-5190, 615.5260 (a), 615.5340, 615.5410, 615.5500, 615.5530, 618.8270, paragraph (b) (2) of § 618.8320, § 618.8370. These amendments are as follows:

PART 611 ORGANIZATION

§ 611.1020 Compensation of district board members.

Directors may be compensated for attendance at board meetings and special assignments, including reasonable travel time from and to their residences. Such compensation shall not exceed $75 per day plus reasonable travel, subsistence, and other related expenses incurred in connection with such meetings and assignments.

§ 611.1030 Special assignments of district board members.

Special assignments requiring the services of a director shall be authorized under a policy established by either the district board or the board of one of the banks, whichever is appropriate. Special assignments also may be requested by the Farm Credit Administration.

§ 611.1031 Limitation on special assignments.

Special assignments requiring service in one calendar year totaling more than 30 days (not counting time needed for attendance at board meetings) must have the prior approval of the Farm Credit Administration. Prior approval is hereby given for the following and they may be excluded from the 30 day limitation: attendance at the National Farm Credit Directors Conferences; meetings of the Fiscal Agency Committee; meetings of the District Directors Policy Coordinating Committee; and attendance at a particular time or place requested by the Farm Credit Administration.

§ 611.1080 Association establishment, election of directors, and compensation of members.

As used throughout these regulations, the term "association" is restricted to Federal land bank associations and production credit associations. Section 1.13 of the Act provides for the establishment of Federal land bank associations and sec. 1.14 provides for the election of their boards of directors. Section 2.10 of the Act provides for the establishment of the production credit associations and sec. 2.11 provides for the election of their boards of directors. The district board shall establish policies regarding the compensation of association directors and members performing special services for the association which include the amount and number of honoraria which may be paid to one individual for service on one day and the manner in which reasonable travel, subsistence and other related expenses will be paid. Additional provisions are contained in the bylaws for both.

PART 612 PERSONNEL ADMINISTRATION

§ 612.2050 Reemployment of annuitants.

As a general policy, plans should be made in advance by banks and associations to recruit and train qualified replacements for prospective vacancies because of approaching retirements or other reasons which can be anticipated. When definite recruiting efforts have failed to produce other qualified applicants for the positions, an annuitant may be reemployed as follows:

(a) An annuitant may be reemployed on a temporary basis to any position, including a position in which he will assume the full range of duties and responsibilities that he had prior to retirement. A temporary appointment is defined as an appointment not to exceed one year.

(b) An annuitant may be reemployed on a permanent basis, provided he does not assume the full range of duties and responsibilities that he had prior to retirement.

(c) A former senior officer may not be reemployed in a position having senior officer responsibilities. 

(d) If the annuitant has retired under the Civil Service Retirement Act, he may be appointed as provided in paragraphs (a) and (b) of this section, only after a break in service of more than three consecutive calendar days.

(e) Other cases require prior approval of the Farm Credit Administration.

§ 612.2130 Soliciting support in polls for district or Federal Farm Credit Board membership.
 
  *         *        *           *         *

(b) No bank or association property, transportation, communications and official stationery shall be used in the interest of any candidate, unless the same facilities and resources are simultaneously made known to and are available for use by all candidates.

 *         *        *           *         *

§ 612.2160 Prohibited acts for salaried employees.

 *         *        *           *         *

(i) Shall, while he serves on a finance committee or subcommittee thereof, purchase or acquire, directly or indirectly, ownership of any interest in any obligations of the bank or banks for which he participated in establishing rates; or

 *         *        *           *         *

§ 612.2170 Cases involving trivial interest or relationship.

If the degree of interest, relationship or benefit in any case, as determined by the supervisory bank, is so trivial as to create little probability that officer's or employee's impartiality of judgment and action has been affected, no question under § 612.2160 shall be deemed involved. Each case shall be determined on its own facts, proper weight being given to the nature, amount and importance of the benefit involved, the degree or kind of relationship in question, and the character of the person concerned. Each determination made by the bank shall be reported to the bank board at its next meeting for consideration.

PART 613 ELIGIBILITY AND SCOPE OF FINANCING

§ 613.3020 Farmers and ranchers.

 *         *        *           *         *

(d) In addition, any loan to a legal entity in which at least 50 percent of ownership or the control is vested in another legal entity that does not meet at least one of the preceding three requirements shall be subject to prior approval of the appropriate bank and submitted to the Farm Credit Administration for post review. Unless it can be found that such owned or controlled legal entity can operate its business as a counterpart to the normal farm businesses eligible to borrow, without jeopardy to such normal farm businesses or the general agricultural economy, approval will not be granted. Submissions shall fully document the ownership structure, the business affiliations of those owning or controlling the applicant, and the compatibility of the applicant's farming business to the normal farm business operating in the area or to the general agricultural economy.

 *         *        *           *         *

(g) [Deleted]

PART 614 LOAN POLICIES AND OPERATIONS

§ 614.4160 Lending objective.

(a) It is the objective of the Farm Credit System to ensure the availability of: (1) full credit, to the extent of credit worthiness, to the full-time bona fide farmer (farming is his primary business and vocation) and (2) conservative credit to less than full-time farmers for agricultural enterprises, and more restricted credit for other credit requirements as needed to ensure a sound credit package or to accommodate a borrower's needs as long as the total credit results in being primarily an agricultural loan. However, the part-time farmer who needs to seek off-farm employment to supplement his farm income or who desires to supplement his off-farm income by living in a rural area and is carrying on a valid farming operation, shall have availability of credit for mortgages, other agricultural purposes, and family needs in the preferred position along with full-time farmers. Loans to farmers shall be on an increasingly conservative basis as the emphasis moves away from the full-time bona fide farmer, to the point where agricultural needs only will be financed for the applicant whose business is essentially other than farming. Credit shall not be extended where investment in agricultural assets for speculative appreciation is a primary factor.

(b) It is also the objective of the Farm Credit System to provide a full range of credit services to farmer cooperatives to assist them in increasing the income of their members as patrons. The type of farmer cooperative operation, quality of management, and basic financial factors shall be carefully evaluated as to their effect upon the long-range benefit to members. Bank boards shall establish policies and banks for cooperatives, develop procedures for administration of quality standards that fully consider the needs of, support by, and service performed for members, and risk protection afforded the lender.

(c) Each bank board shall adopt policies adequate to provide the direction it desires management to follow in administering credit and lending standards to ensure attainment of the System's objective. Bank management shall prescribe operating procedures to effectively administer board policies including provision that proper weight be given the infinite combination of person, property, and purpose which can exist. Guidelines shall be included which provide for identification of that portion of mixed value (agricultural and nonagricultural) assets which may be considered agricultural for lending purposes.

§ 614.4200 Production credit associations.

 *         *        *           *         *

(c) Special intermediate-term loans, exclusive of loans to nonfarm rural residents, and farm-related businesses, may be made with maximum maturity not to exceed 9 years realizing, however, when establishing repayment that forbearance or extension may be necessary under the following circumstances.

(1) When specific capital items are being financed, such as new equipment, new or remodeled buildings, or facilities with a useful life and value, after normal depreciation and obsolescence, which exceeds the term of the loan at all times.

(2) When real estate mortgage credit is unavailable, not acceptable to the applicant, or impractical for reasons such as cost or delay in availability.

(3) When earnings' history, repayment record and net earnings projections satisfactorily support the loan and provide assurance for final repayment within three additional years if forbearance or extension is granted.

(4) Before any special intermediate-term loans shall be made, the district board shall adopt a policy, and the Federal intermediate credit bank and the Federal land bank of the district shall develop procedures regulating the making of such loans, all of which shall be subject to approval of the Farm Credit Administration. Such policies and procedures shall include but are not limited to the following:

(i) Provisions for cooperation between production credit associations and Federal land bank associations in the consideration of any loans bordering on the long-term mortgage category.

(ii) Procedures to be followed in credit reviews and credit examinations whereby loans of this type, made during the period covered by the examination, will be reviewed and commented upon as to compliance with policy and procedures.

(iii) Provisions for adequate reporting on loans of this type to enable timely supervision by the bank.

§ 614.4353 Production credit associations.

 *         *        *           *         *

Production credit associations shall have a lending limit (including participations) of 50 percent of the capital and surplus of the lending association. A lending limit of 100 percent of the capital and surplus of the lending association shall apply whenever an approved loss-sharing agreement is in force.

§ 614.4450 General requirements.

Authority for loan approval is primarily vested in the Farm Credit banks and associations. However, to provide proper supervision of the System's lending functions, the Act vests in the Farm Credit Administration the authority to prescribe the loans which can be made only with the prior approval of the Farm Credit Administration or the respective banks. Prior loan approval limits shall be established on an individual bank basis according to the adequacy and administration of policies and procedures relating to credit extension. Consideration shall also be given to performance in making proper credit analysis and decisions and compliance with Farm Credit law and regulations. For the Federal land banks and Federal intermediate credit banks particular consideration shall be given to policies and procedures and bank performance relating to delegation of loan-making authority to associations, credit reviews and association supervision.

§ 614.4460 Loan approval responsibility.

Approval of the following loans is the responsibility of each district board of directors. The responsibility may be discharged by prior approval of such loans by the appropriate bank board, establishment of a policy under which such loans are to be submitted to the Farm Credit Administration for prior approval, or establishment of a policy under which the authority to approve such loans is delegated to bank management (except paragraphs (d) and (e) of this section which cannot be delegated to management). If the approval of such loans is to be delegated to bank management, the loans are to be submitted promptly for post review by the bank board and the Farm Credit Administration and a report disclosing all material facts relating to the credit relationship involved shall be submitted annually by bank management to the district board with a copy to the Farm Credit Administration for post review.

(a) Loans to a member of the Federal Farm Credit Board.

(b) Loans to a member of the district board.

(c) Loans to a cooperative of which a member of the district bank or Central Bank board of directors or a member of the Federal Farm Credit Board is a member of the board of directors, an officer, or employee.

(d) Loans to the President of Farm Credit bank.

(e) Loans to employees of the Farm Credit Administration.

(f) Loans where directors, officers or employees designated above

(i) are to receive proceeds of the loan in excess of an amount prescribed by an appropriate bank board and approved by the Farm Credit Administration, or

(ii) are stockholders or owners of equity in a legal entity to which the loan is to be made wherein they have a significant personal or beneficial interest in the loan proceeds thereof or the security.

§ 614.4470 Loans subject to bank prior approval.

The following loans shall be subject to prior approval of the district bank.

(a) Loans to a member of an association board.
(b) Loans to an officer or employee of a Farm Credit bank or an employee of an association.
(c) Loans to any borrower where the directors or employees designated above
(i) are to receive proceeds of the loan in excess of amount prescribed by the appropriate bank board and approved by the Farm Credit Administration, or

(ii) are stockholders or owners of equity in a legal entity to which a loan is to be made wherein they have a significant personal or beneficial interest in the loan, the proceeds thereof or the security.

(d) Any loan which will result in any one borrower being obligated, as defined in § 614.4360, in excess of an amount established by the district bank under its policies for delegation of authority to associations.

§ 614.4501 [Reserved]

PART 615 FUNDING AND FISCAL AFFAIRS

§ 615.5060 Eligible Federal land bank collateral.

 *         *        *           *         *

(a) To the extent of the net asset value thereof, notes and other obligations representing loans made or acquired under these regulations are eligible as collateral for long-term notes, bonds, or similar obligations upon certification by the bank attorney or another attorney designated to act for the bank that the interest of the bank in the primary real estate loan security is a first lien or its equivalent from a security standpoint. The attorney lien certification need not be obtained prior to the time such notes and other obligations are accepted as collateral if the chief counsel for the bank has determined in writing that title examination, loan closing, and other appropriate bank procedures provide sufficient safeguards to assure that a loan made by the bank will be secured by a first lien or its equivalent from a security standpoint on the primary real estate security; however, a note or other obligation taken in connection with a loan shall be withdrawn from collateral upon the expiration of one year from the date of loan closing unless, before the end of such period, an attorney has certified that the interest of the bank in the primary real estate security for that loan is a first lien or its equivalent from a security standpoint.

§ 615.5140 Investment eligibility.

 *         *        *           *         *

(o) Other types of obligations authorized by the Farm Credit Administration. Any eligible investment with a maturity of 12 months or less from the date of pledge shall be valued at face value for collateral purposes supporting consolidated obligations issues. Any eligible investment with a maturity of over 12 months from the date of pledge shall be valued at market value for collateral purposes supporting consolidated obligations issues.

§ 615.5150 Real and personal property.

(a) Real estate and personal property may be acquired, held or disposed of by any Farm Credit institution for the necessary and normal operations of its business. The purchase or construction of office quarters shall be limited to facilities reasonably necessary to meet the foreseeable requirements of the institution. Property shall not be acquired if it involves, or appears to involve, to a substantial degree, a bank or association in the real estate or other unrelated business.

(b) The purchase, construction, or sale of Farm Credit bank buildings and appurtenances shall have approval of the Farm Credit Administration. Likewise, purchase, construction, or sale of Federal land bank association or production credit association buildings and appurtenances shall have the approval of the appropriate supervising bank which shall keep the bank board currently advised of such actions. In the case of joint association office buildings, these actions shall be approved jointly by the supervising banks. It shall be the responsibility of the district board to approve guidelines for all associations in the district to follow regarding the purchase, construction, or sale of office space. Within the framework of said guidelines, the Federal land banks and Federal intermediate credit banks may prescribe criteria which can include giving limited prior approval to an association board of directors for office facilities actions.

 *         *        *           *         *

§ 615.5180 Association investment portfolios.

The Federal land banks and the Federal intermediate credit banks shall review annually as of June 30 or December 31 the investment portfolio and investment objectives of each association. Associations shall own such securities selected from approved investments in § 615.5140 as the supervising bank shall require. The banks shall assist the associations in the management of their investment portfolios.

§ 615.5190 General.

All institutions of the Farm Credit System may deposits securities and current funds with and receive interest from any member bank of the Federal Reserve System, or any savings institution insured by the Federal Savings and Loan Insurance Corporation. Associations may deposit funds with their supervising bank, any commercial bank insured by the Federal Deposit Insurance Corporation, or any savings institution insured by the Federal Savings and Loan Insurance Corporation.

§ 615.5260 Retirement of capital stock and allocated equities of banks for cooperatives.

(a) In case of liquidation or dissolution of a present or former borrower, the bank may, but shall not be required to, retire and cancel at book value, not exceeding part, all or a part of the capital stock or any allocated equity in the bank owned by or allocated to such borrower. Before any such retirement shall be made, the banks shall have reasonable assurance that the liquidation or dissolution is or soon will be completed and the business of the borrower is not being continued under circumstances in which it would be appropriate and feasible for any successor to acquire and hold the investment interests of the present or former borrowers in the bank. Retirements under this provision shall be authorized in accordance with bank board policy.

 *         *        *           *         *

§ 615.5340 Land bank system provision for losses.

(a) Each bank shall establish and maintain a provision for losses account on loans, participations purchased, real estate sales contracts, advances, accrued interest on loans, acquired property, and loans in the process of liquidation or foreclosure, and judgments.

(b) Each association shall establish and maintain a provision for losses to the extent that it shows assets of the above type on its books of account or has a contingent liability to restore losses on such assets by reason of its endorsement, loss sharing agreement(s), or pledge. The amount of the association's indemnity account credits may be used to meet an equal amount of its provisions for losses requirements.

(c) The provision for losses provided in paragraphs (a) and (b) of this section shall be in such reasonable amounts as, in the judgment of the bank and association, are considered adequate to meet such losses, subject to the following minimum fiscal year end requirements:

(1) The total of each association's provision for losses and indemnity account shall equal at least one percent of the amount of its contingent liability on the unmatured balance of loans outstanding.

(2) Each bank's provision for losses shall include:

(i) The amount of any association indemnity account credits used by associations to meet their provision for losses requirements, plus

(ii) One percent of that portion, not guaranteed by the endorsement liability, of the unmatured balance of its loans outstanding, plus

(iii) The aggregate amount that each association's provision for losses and indemnity account credits are less than the minimum amounts required by this section.

An association's provision for losses program and changes therein shall be approved by the association board of directors and the bank. The bank's provision for losses program and changes therein shall be approved by the bank board of directors and the Farm Credit Administration.

§ 615.5410 Federal land bank system.

(a) Noncumulative dividends may be paid out of earnings or from earned surplus on stock and participation certificates at varying rates on different classes and issues on a basis of the comparative contribution of the holders to the capital or earnings, but otherwise dividends shall be paid without preference.

(b) Dividends as in paragraph (a) of this section may be paid in accordance with the provisions of the bylaws after the establishment and maintenance of the provisions for losses required in § 615.5340 of these regulations, the reserve described in secs. 1.17(a) and 1.18 (a) and (b) of the Act and after the payment of its franchise tax to the United States Government, if any.

(c) Declarations of Federal land bank dividends are subject to the approval of the Farm Credit Administration.

(d) Declarations of Federal land bank association dividends are subject to the approval of the bank.

§ 615.5500 Shipment of valuables.

Shipments of valuables by the Federal land banks, Federal land bank associations, Federal intermediate credit banks, banks for cooperatives, and production credit associations, when made to or by others for the account of the assured, shall be covered by an insurance policy issued in the name of five companies, through John L. Swan & Co., Inc., broker, copies of which have been furnished the land banks, credit banks, and banks for cooperatives. Premium rates per $1,000 On general shipments of securities and other valuables shall be $0.04 by registered mail or registered airmail, and on shipments of canceled coupons and canceled securities shall be $0.01 by registered mail or express ($0.02 by registered airmail).

§ 615.5530 Mail shipments.

Negotiable securities shall be declared at their market value on the date of mailing and shipped by registered insured mail. Nonnegotiable or canceled securities, warehouse receipts, and valuable papers such as checks, drafts, deeds, abstracts and similar documents may be declared at no value and sent by registered mail. If it is determined that no indemnity from the post office will be required should such papers be lost or destroyed, the shipper may send them by certified mail or first class mail in his discretion.

PART 618 GENERAL PROVISIONS

§ 618.8270 Travel.

Travel and subsistence expenses of officials and employees of the banks shall be allowed in accordance with travel regulations adopted by the district board. Similar travel regulations shall be prescribed for associations by the supervising bank under policy established by the district board oar shall be developed and adopted by the board of directors of the associations and approved by the bank.  The regulations shall contain a statement of policy on the use of official cars for private use and will take into consideration regulations issued by the Internal Revenue Service which are applicable to the employer.

§ 618.8320 Data regarding borrowers and loan applicants.

 *         *        *           *         *

(b) * * *

(2) Accredited representatives of the offices named in § 617.7080 may, upon presentation of official identification and a written request identifying the individual case on which information is sought, the particular information desired and a certification that such information is pertinent to the official information of the case and is requested for confidential use of the investigating office, be given access to information pertinent to their official investigations of individual cases.

 *         *        *           *         *

§ 618.8370 Records disposal.

Each bank shall maintain an up-to-date records disposal schedule which has the approval of its board. Each association shall maintain an up-to-date records disposal schedule which has the approval of its supervising bank.

(Secs. 5.9, 5.18, 5.26, 85 Stat. 619, 621, 624.)

JEROME P. WEISS,
Acting Governor,
Farm Credit Administration.

[FR Doc.73-21425 Filed 10-5-73;8:45 am]
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