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ORGANIZATION, PERSONNEL ADMINISTRATION, AND FUNDING OPERATIONS

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 pertaining to the organization, personnel administration, and funding operations of the Farm Credit System. The amendment to the regulations covering organization clarifies the existing policy of requiring Farm Credit Administration approval prior to the establishment of a branch or other office by a Farm Credit bank.  The amendment to the regulations covering personnel administration deletes a section requiring reports of certain conflict-of-interest situations because of its limited applicability.  The amendments to the regulations covering funding operations authorize the issuance of Farm Credit Investment Bonds in denominations of $100,000 or more, make all employees of the Farm Credit Administration ineligible to purchase Farm Credit Investment Bonds, and clarify that such bonds may be issued either in book-entry or definitive forms.
	
EFFECTIVE DATE: October 4, 1978.

FOR FURTHER INFORMATION CONTACT:

Lee R. Brobst, Acting Deputy Governor, Office of Administration, Farm Credit Administration, 490 L'Enfant Plaza SW., Washington, D.C. 20578, 202-755-2181.

SUPPLEMENTARY INFORMATION: By notices published in the FEDERAL REGISTER on July 5, 1978, and August 15, 1978, interested persons were afforded the opportunity to file written comments or suggestions on these proposed amendments. Two comments were received on the proposed revision of the regulation dealing with establishment of branch offices. One favored the amendment as drafted. The other suggested that the present regulations sufficiently met the requirements of the Farm Credit Act of 1971 regarding the establishment of branch offices. The Farm Credit Administration does not believe that the present regulation fully reflects its policy of requiring approval. Therefore, no changes were made in the regulation as proposed. Three comments were received on the revision dealing with personnel administration and all favored deletion of the reporting requirement. No comments were received on the proposed revision of the regulations governing the funding operation of the Farm Credit System. The proposed amendments were adopted by the Federal Farm Credit Board as written.

FCA's regulations on personnel administration have required a Farm Credit institution to report to FCA any credit based on an obligation of a director, officer, or employee which it extends to another financing institution. Experience has demonstrated that there is no substantial need for this reporting requirement. Therefore, it has been deleted.

The regulations on funding have limited investment bonds issued by the Farm Credit banks to denominations under $100,000. In order to better meet the requirements of member-borrowers of the Farm Credit System and to provide the banks for cooperatives with a viable addition to their funding program, the regulations have been amended to provide for the issuance of the investment bonds in denominations of $100,000 or more.  These bonds are subject to the limitations in the Federal Reserve Board’s Regulation Q which currently prescribes interest rate ceilings on consumer-type deposits under $100,000.

Chapter VI of title 12 of the Code of Federal Regulations is amended by revising §§ 611.1070, 615.5110, and 615.5120 as follows and by deleting § 612.2260:

PART 611-ORGANIZATION

§ 611.1070 Branches.

A bank may establish branches or other offices necessary for the effective operation of its business if authorized by its board and approved by the Farm Credit Administration. An association may establish such branches or other offices necessary for the effective service to borrowers when approved by the supervising bank.

PART 612-PERSONNEL ADMINISTRATION

§ 612.2260 [Deleted] 

PART 615-FUNDING AND FISCAL AFFAIRS LOAN POLICIES AND OPERATIONS AND FUNDING OPERATIONS

§ 615.5110 Authority to issue (other funding).

Any Farm Credit bank may issue Farm Credit Investment Bonds directly to those eligible as set forth in § 615.5120(a). The bonds are subject to the limitations contained in the Federal Reserve Board's regulation Q.

§ 615.5120 Purchase eligibility requirement.

(a) Limitations. Eligibility to purchase Farm Credit Investment Bonds shall be limited to members and employees of the Farm Credit banks and associations, except any bank officers, directors, and employees who are involved in setting the term or rate, to retired employees who are beneficiaries of a pension or retirement program of the Farm Credit banks or associations, and to retired employees of the Farm Credit Administration. A member of a Farm Credit association or a bank for cooperatives need not be an active borrower to be eligible. A member of any Farm Credit institution may purchase investment bonds from any of the institutions in the district which offer the purchase program. Patrons, members, employees, or stockholder of other financing institutions discounting loans with the Federal intermediate credit bank or of any legal entity which is a borrower from any Farm Credit institution as such are ineligible as they are not members of a Farm Credit institution. Stock or participation certificates shall not be sold merely to qualify a party for the purchase of Farm Credit Investment Bonds. For purposes of this section "member" means a stockholder or participation certificate holder who acquired stock or participation certificates to obtain a loan, to purchase stock for investment or to qualify for other services of the association or bank. A person who assumes a loan is not a member unless he becomes a stockholder or participation certificate holder in connection with that loan. Employee means a regular full-time employee of a Farm Credit bank or association. Retired employee means a retiree who is a direct beneficiary of a pension or retirement program of a Farm Credit bank or association or the Farm Credit Administration under civil service retirement.

(b) Form and ownership. Farm Credit Investment Bonds are registered bonds issued in definitive or book-entry form depending on investor preference. The registration used must express the actual ownership of an interest in the bond and will be considered by the issuing institution as conclusive of such ownership and interest. No designation of an attorney, agent, or other representative to request or receive payment on behalf of the owner or co-owner, nor any restriction on the right of the owner or co-owner to receive payment of the bond or interest, except as provided in this section, may be made in the registration or otherwise. Registrations requested in applications for the purchase shall be clear, accurate, complete, and conform with one of the registration provisions set forth in this section, and include the appropriate taxpayer identifying number. Registrations requested will be inscribed on the face of the bond if in definitive form or on the confirmation of investment if in book-entry form. The following provisions shall apply for registration of Farm Credit Investment Bonds:

(1) In all cases the member's name (whether a natural person, fiduciary, or legal entity) or employee's name must appear as owner of the bond.

(2) A bond may be registered in the name of a fiduciary only if the fiduciary is in fact the member.

(3) A member or employee may not use a form of registration (such as a gift to a minor, irrevocable trust, etc.) which would divest himself of ownership. However, a minor may be named as co-owner or beneficiary.

(4) If a member is a natural person, a second natural person, member or nonmember, may be named as co-owner or beneficiary. Co-ownership may not involve a fiduciary or private organization.

(5) In the co-ownership form the connective "or" shall serve the same purpose as "joint tenants with right of survivorship."

C. K. CARDWELL,

Acting Governor,

Farm Credit Administration,
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