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PART 614-LOAN POLICIES AND OPERATIONS

PART 619-DEFINITIONS

AGENCY: Farm Credit Administration.

ACTION: Final Rule.

SUMMARY. This rule amends the regulations governing loss sharing agreements which Farm Credit banks and associations may enter into with other institutions of the Farm Credit System, and the lending limits established for banks for cooperatives. The amendments to the loss sharing agreement provisions are being made to distinguish between general loss sharing authority and specific authority for loss sharing to protect against capital impairment. The amendment to the regulations covering lending limits for banks for cooperatives is being made as a result of a task force study which pointed up the need for a clearer definition of "single credit exposure" which would be generally applicable to the lending operations of the banks for cooperatives.

EFFECTIVE DATE: April 6, 1977.

FOR FURTHER INFORMATION CONTACT:

Jon F. Greeneisen, Deputy Governor, Office of Administration, Farm Credit Administration, 490 L'Enfant Plaza SW., Washington, D.C. 20578. (202-755-2181).

SUPPLEMENTARY INFORMATION:  The Farm Credit Administration, by its Federal Farm Credit Board, took final action on amendments to its regulations which would: (1) Specify the types of loss sharing agreements which may be entered into by Farm Credit banks and associations; (2) specify the type of guaranty agreement which may be entered into by Farm Credit banks and associations; (3) specify the factors which are relevant to a determination of single versus separate credit exposures; and (4) redefine loss sharing agreements.

By a notice published in the FEDERAL REGISTER on March 3, 1977, interested persons were afforded the opportunity to file written comments or suggestions on these amendments. No comments were received and the Federal Farm Credit Board therefore adopted without change the regulations published on March 3, 1977.

KENNETH J. AUBERGER,

Acting Governor,
Farm Credit Administration.

Chapter VI of Title 12 of the Code of Federal Regulations is amended by revising §§ 614.4340, 614.4345, 614.4354(e), and 619.9200 as follows:

§ 614.4340 General.

With approval of the boards of directors of the respective banks, Farm Credit banks and associations may enter into agreements to share losses as provided in paragraph (a) and (b) of this section. The loss sharing agreements shall cover, but not be limited to, definition of terms, terms and conditions for activation, determination of assessment formulas, limitation on assessments, reimbursements, administration, arbitration, and provisions for amendment and termination. All loss sharing agreements shall be subject to Farm Credit Administration approval.

(a) Loss sharing agreements to protect against the impairment of capital stock and participation certificates may, unless otherwise authorized by the Farm Credit Administration, be entered into by:

(1) The 12 Federal land banks;

(2) The 12 Federal intermediate credit banks;

(3) The 12 district banks for cooperatives; and

(4) The 37 Farm Credit banks.

(b) Loss sharing agreements other than those provided for in paragraph (a) of this section may be entered into:

(1) By a Federal land bank with Federal land bank associations in its district for sharing the gain or losses on loans or on security held therefore or acquired in liquidation thereof;

(2) With the approval of the supervising bank, by a Federal land bank association with other like associations in its district for sharing losses on loans endorsed by each association that is a party to such agreement;

(3) By a Federal intermediate credit bank with production credit associations in its district, and with other Federal intermediate credit banks;

(4) With the approval of the supervising bank, by a production credit association with other like associations in its district.

§ 614.4345 Guaranty agreements.

With approval of the Farm Credit Administration, guaranty agreements under which a percentage of the risk associated with specific loans is assumed may be entered into: (a) By those parties authorized to enter into loss sharing agreements in § 614.4340(b) , and (b) by banks for cooperatives.

§ 614.4354 Banks for cooperatives.
	
*	*	*	*	*

(e) The term "one borrower" is generally defined as a cooperative organization and, if any, its affiliated organizations which are controlled by a common directorate or management, or wherein such primary organization owns in excess of 50 percent of the net worth or voting stock of an affiliated organization; Provided, however, That any such affiliated organization shall be defined as a separate borrower under certain conditions, subject to prior approval by the Farm Credit Administration. Such definition shall be based primarily on the conclusion that the affiliated organization would be viable in the event of the demise of the other organization. Particular consideration should be given to, but not limited to, the following items:

(1) Composition and independence of directorate and management.

(2) Independence and control of operations and funds flow.

(3) Strength and diversity of other equity holders.

(4) Ability to generate and to retain earnings and cash flow.

(5) Diversity of product or service.

§ 619.9200 Loss sharing agreements.

A contractual arrangement under which the parties agree to share losses associated with loans or otherwise, as may be provided for in the agreement. (Secs. 5.9, 5.12, 5.18, 85 Stat. 619, 620, 621.)

DONALD E. WILKINSON,

Governor,
Farm Credit Administration.
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