	Title:
	FINAL RULE--Organization; Funding and Fiscal Affairs; General Provisions; Miscellaneous Changes--12 CFR Chapter VI

	Date of Issuance:
	6/24/1977

	Agency:
	FCA

	Federal Register Cite:	
	42 FR 32226


[bookmark: _GoBack]FARM CREDIT ADMINISTRATION

12 CFR Chapter VI

Organization; Funding and Fiscal Affairs; General Provisions; Miscellaneous Changes

AGENCY: Farm Credit Administration.

ACTION: Final rule.

SUMMARY: The Farm Credit Administration, by its Federal Farm Credit Board, took final action to amend its regulations relating to the terms of office of directors of Farm Credit associations, funding programs of Farm Credit banks, and financially related service programs of Farm Credit associations. Based upon suggestions received by the Farm Credit Administration, the amendments to the terms of office provisions are being made to simplify Farm Credit association director election procedures used when Farm Credit associations merge. The Farm Credit Administration has found a need for the amendments to the regulations on funding programs of Farm Credit banks to make the regulations more comprehensive. The amendment to the regulations on financially related service programs of Farm Credit associations is intended to correct a technical problem in the regulation.

EFFECTIVE DATE: June 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 (1) in the case of a merger of two or more Federal land bank associations or production credit associations, provide a basis for allowing directors of a merging association to serve as directors of the continuing association until the expiration of their terms, (2) set forth the authority of the Farm Credit banks to issue Farm Credit securities, (3) define the responsibility of each bank's board of directors to authorize, by resolution, a bank to issue obligations up to a determined amount, (4) set forth the responsibilities of each Finance Committee, (5) require each Finance Committee to develop a debt maturity program, (6) require each bank's board of directors to adopt a debt management policy, (7) clarify the conditions under which Consolidated Systemwide Notes are issued, and (8) clarify that a Farm Credit bank board's approval for an association to offer a financially related service program shall be conditioned on the probability of recovery of all direct and indirect costs.

By notice published in the FEDERAL REGISTER on April 15, 1977, interested persons were afforded the opportunity to file written comments or suggestions on these proposed regulations. Of the thirty-seven responses received, thirty-two were either in agreement with or had no objection to the proposed regulations.

Five responses suggested changes in the proposals. As a result of one comment, a change was made in § 615.5103 to clarify that the debt maturity programs of each bank shall assure that funding programs are fiscally sound in the view of the capital markets. The other suggestions received had been presented previously to the Federal Farm Credit Board and were reconsidered in arriving at the final regulations. As changed the proposed regulations were adopted by the Federal Farm Credit Board.

Chapter VI of Title 12 of the Code of Federal Regulations is amended by revising § 611.1120 (a) (1); renumbering § § 615.5100, 615.5101, 615.5102, 615.5103, and 615.5104 to-be §§ 615.5101, 615.5106, 615.5107, 615.5108, 615.5109 respectively; adding § 615.5100; revising § 615.5101; adding §§ 615.5102, 615.5103, 615.5104, and 615.5105; and revising § 618.8010 (d) and (d) (3). These amendments and additions are as follows:

PART 611-ORGANIZATION

1. Section 611.1120 (a) (1) is revised to read

§ 611.1120 Amendments of association charters.

(a) * * *

(1) The agreement for merger or consolidation shall include the proposed effective date; the proposed name and location of the continuing or consolidated association; the designation of the charter and bylaws of one constituent association to be those of the continuing or consolidated association; the names of persons nominated to serve as directors until the first annual meeting after the merger or consolidation (in case of a merger, present directors of the merging associations may be named in the merger agreement to serve as directors of the continuing association until the expiration of their terms, provided, the number of directors so named does not exceed the maximum number of directors designated in the continuing association's bylaws, and provided further, the directors so named are currently serving terms of office which will expire on a staggered basis in order to assure that there will be an election of director(s) at the first and subsequent annual stockholders' meetings following the merger) ; the authority for transferring assets to and assumption of liabilities by the continuing or consolidated association; provision relating to the stock of the constituent associations and the stock of the continuing or consolidated association, provided no fractional shares of stock shall be issued; and the designation of persons and granting of authority to carry out the agreement, including authority to execute any documents necessary to perfect title.

*	*	*	*	*

PART 615-FUNDING AND FISCAL AFFAIRS

2. Sections 615.5100, 615.5101, 615.5102, 615.5103 and 615.5104 are renumbered §§ 615.5101, 615.5106; 615.5107, 615.5108 and 615.5109 respectively; § 615.5100 is added; § 615.5101 is revised; new §§ 615.5102, 615.5103, 615.5104, and 615.5105 are added to read as follows:

§ 615.5100 Authority to issue.

(a) The Farm Credit Act of 1971 authorizes, by appropriate resolution of individual bank boards of directors, the twelve Federal intermediate credit banks, the twelve Federal land banks and the thirteen banks for cooperatives: To issue notes, bonds, debentures or other similar obligations individually, fully collateralized; to join with any or all banks organized and operating under the same title of the Farm Credit Act in issuance of consolidated obligations; and to join with other banks of the Farm Credit System in the issuance of Systemwide obligations.

(b) Systemwide obligations are authorized to be issued only with the concurrence by appropriate resolutions of the boards of directors of each of the twelve districts and the Central Bank for Cooperatives and the approval of the Governor, which approval is conditioned on and evidenced by such concurrence.

(c) All joint, consolidated and Systemwide obligations are authorized to be issued in such amounts, maturities, rates of interest, participations, terms and conditions as may be determined by the Finance Committees of the banks or their Subcommittees and approved by the Governor.

§ 615.5101 Resolution required.

Each bank's board of directors shall by resolution authorize the issuance of notes, bonds, debentures, and similar obligations in such amounts as may be required to meet bank's needs. Such resolution shall specify the maximum amount of obligations which shall be outstanding at any one time, shall authorize the president of the bank, the executive committee or appropriate officers to do all things necessary and proper to issue such obligations and shall authorize the Governor to execute the consolidated and Systemwide obligations on behalf of the bank. Each such resolution shall cover all authorities to issue or borrow as stated in section 4.2 of the Farm Credit Act of 1971.

§ 615.5102 Finance Committee.

Each Finance Committee for the banks organized and operating under the separate titles of the Farm Credit Act of 1971 shall appoint appropriate subcommittees and establish its organization, responsibilities and procedures to cover its operations and those of its subcommittees, subject to the approval of the Farm Credit Administration.

§ 615.5103 Debt maturity program.

Each Finance Committee of a banking system shall develop a system debt maturity program, to assure that funding programs provide flexibility for the banks and are fiscally sound in the view of the capital markets, subject to the approval of the Farm Credit Administration.

§ 615.5104 Debt policy.

Each bank's board of directors shall adopt a policy, subject to approval by the Farm Credit Administration, regarding the management of its debt.

§ 615.5105 Consolidated systemwide notes.

Consolidated Systemwide notes authorized under § 615.5100(b) shall be subject to the following provisions unless otherwise approved by the Farm Credit Administration:

(a) Maturities shall be not less than five days nor more than 365 days.

(b) Prices shall be on a discount yield basis or as agreed by the Finance Committees.

(c) Each bank shall maintain unencumbered formalized lines of credit from commercial banks or other financial institutions at least equal to one-third of its participation of notes outstanding.

PART 618-GENERAL PROVISIONS

3. In § 618.8010 paragraph (d) introductory text, and (d) (3) are revised to read as follows:

§ 618.8010 District board policies.

*	*	*	*	*

(d) Bank board approval to offer a financially related service program shall be conditioned on a feasibility determination including the following four criteria:

*	*	*	*	*

(3) Probability of equitable cost recovery-based on a reasonable presumption that the proposed service program will, at the minimum, generate sufficient revenue to cover all direct and indirect costs. In any case a service program requiring a substantial subsidization from or interference with the lending function shall not be permitted.

(Secs. 5.9, 5.12, 5.18, 85 Stat. 619, 620, 621.)

DONALD E. WILKINSON,

Governor, Farm Credit
Administration.
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