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12 CFR Part 615 

Funding and Fiscal Affairs, Loan Policies and Operations, and Funding Operations 

AGENCY: Farm Credit Administration. 

ACTION: Proposed rule. 

SUMMARY: The Farm Credit Administration, by its Federal Farm Credit Board, proposes new and amended regulations to implement a number of the major authorities conferred on institutions of the Farm Credit System by the Farm Credit Act amendments of 1980 (Pub. L. 96-592) The proposed actions concern (1) the development of debt maturity guidelines, priorities, and objectives for the Farm Credit System; (2) the authority for banks for cooperatives to invest in foreign business entities; (3) the authority for banks for cooperatives to pay patronage refunds in participation certificates; and (4) the authority for banks for cooperatives to contribute more than 25 percent of earnings to allocated surplus. 

DATE: Written comments must be received on or before October 5, 1981. 

ADDRESS: Submit any comments or suggestions in writing to Donald E. Wilkinson, Governor, Farm Credit Administration, Washington, DC 20578. Copies of all communications received will be available for examination by interested persons in the Office of Director, Public Affairs Division, Office of Administration, Farm Credit Administration. 

FOR FURTHER INFORMATION CONTACT: 

Larry H. Bacon, Deputy Governor, Office of Administration, 490 L'Enfant Plaza, S.W., Washington, DC 20578, (202-755-2181). 

TEXT: 
SUPPLEMENTARY INFORMATION: The Farm Credit Administration proposes amendments to its current regulations for a debt maturity program so as to require the finance committees of the three groups of Farm Credit System institutions to develop debt maturity guidelines, priorities, and objectives that will help guide the Farm Credit System's Fiscal Agency. 

A new regulation is proposed to implement the authority conferred on the banks for cooperatives of the Farm Credit System under § 3.1(13)(C) of the Farm Credit Act of 1971, as amended, 12 U.S.C. 2001, et. seq., to invest in foreign business entities. 

It is proposed that current regulations concerning banks for cooperatives' surplus and reserves be revised to authorize the payment of patronage refunds by banks for cooperatives in participation certificates as well as in stock or cash. In addition, revisions are proposed to amend regulations concerning banks for cooperatives' earnings so as to authorize the banks for cooperatives to apply more than 25 percent of net earnings, after payment of operating expenses, to the restoration or maintenance of the allocated surplus account. 

For the reasons set out in the preamble, Part 615 of Chapter VI, Title 12 of the Code of Federal Regulations is amended as shown. 

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

1. Section 615.5103 is revised to read as follows: 

Subpart C -- Issuance of Bonds, Notes, Debentures and Similar Obligations 

* * * * * 

§ 615.5103 Debt Maturity Program. 

The three Finance Committees directly or through their subcommittee structures shall develop and maintain Systemwide debt maturity guidelines based on individual bank maturity policies and requirements of the market, and shall plan and set funding priorities and objectives for each banking system and for the 37 Farm Credit banks to be provided to the Fiscal Agency. These guidelines, priorities, and objectives shall be designed to ensure that the debt marketing responsibilities of the Fiscal Agency will continue to provide flexibility for the banks and are fiscally sound. These guidelines, priorities, and objectives shall be subject to approval of the Farm Credit Administration. 

* * * * * 

2. Section 615.5143 is added to read as follows: 

Subpart E -- Investments 

* * * * * 

§ 615.5143 Banks for cooperatives. 

As may be authorized by the banks for cooperatives' boards of directors and approved by the Farm Credit Administration, ownership investments may be made in foreign business entities solely for the purpose of obtaining credit information and other services needed to facilitate transactions which may be financed under section 304 of the Farm Credit Act Amendments of 1980. The investment should be the minimum required to access the credit and other services and should not be of a size which constitutes an investment for earnings purpose. These business entities must be principally engaged in providing credit information to and performing such servicing functions for their members to the extent that such activities constitute a meaningful line of business with their members. The reason for the investment must be to facilitate transactions financed under section 304 of the Farm Credit Act Amendments of 1980. Also, investments must be made by a bank for cooperatives for its own account and not on behalf of its members. The bank for cooperatives may use only those services provided by the business entity, as necessary, to facilitate transactions authorized by section 304 of the Farm Credit Act Amendments of 1980, on behalf of eligible cooperatives. 

* * * * * 

3. Section 615.5330 is amended by revising paragraphs (a) and (c) to read as follows: 

Subpart K -- Surplus and Reserves 

§ 615.5330 Banks for cooperatives. 

(a) Surplus. "Surplus" is defined as the net accumulation of net savings which has not been appropriated by the board of directors for a specific purpose and has not been distributed as a patronage dividend in the form of Class C stock, participation certificates, or cash. Amounts therein may be allocated to patrons or unallocated. Amounts not allocated shall not be distributed as patronage refunds. Each bank shall maintain in surplus an amount not less than 25 percent of all capital stock and participation certificates outstanding unless otherwise approved by the Farm Credit Administration. 

(b) * * * 

(c) Allowance for loan losses. Each bank shall maintain an allowance for loan losses account sufficient to fairly present the realizable value of loans and loan-related assets on the bank's balance sheet. In determining the adequacy of the allowance for loan losses account, the banks should consider, at a minimum, the estimated potential losses in loans or loan-related assets, historical loan loss experience, the specialized agricultural enterprises being financed, the current economic environment, and the current phase of the industry's business cycle. 

* * * * * 

4. Section 615.5370 is amended by revising paragraph (a) and by adding paragraph (d) to read as follows: 

Subpart L -- Distribution of Earnings 

§ 615.5370 Banks for cooperatives earnings. 

(a) Whenever at the end of any fiscal year a bank shall have no outstanding capital stock held by the Governor, the net savings shall first be applied to the restoration of the amount of the impairment, if any, of capital stock, as determined by the bank board. Any remaining net savings or losses shall be distributed as authorized by the bank board. Twenty-five percent of such remaining net savings, or such other amount as determined by the bank board, derived from business done with or for patrons may be used to maintain an allocated surplus account. Not more than 10 percent of the net savings derived from business done with or for patrons, plus the total amount of any net earnings derived from nonpatronage (including nonmember) sources, may be used to create or maintain an unallocated surplus or unallocated reserve account. The amount so determined shall be first reduced by related income taxes. For purposes of this regulation, all net savings shall be deemed to be from patronage sources unless otherwise determined by the bank. Cash patronage refunds shall not exceed 25 percent of the total amount of net savings allocated or paid to patrons except with Farm Credit Administration approval. Patronage refunds not paid in cash or allocated in surplus shall be paid in capital stock and participation certificates as determined by the bank board. A net loss in any fiscal year shall be absorbed on the basis determined by the bank board. Any costs or expenses attributable to a prior year shall not be charged to reserves, surplus, or patronage allocations without the approval of the Farm Credit Administration. 

(b) * * * 

(c) * * * 

(d) Banks for cooperatives may allocate earnings from leveraged lease transactions and transactions involving letters of credit, bankers acceptance financing, and finance trade receivables with foreign borrowers in either of the two following ways: (1) as patronage dividends in cash and equity allocations resulting from transactions which have been initially capitalized by the borrowers by the purchase of equity or (2) allocation to unallocated surplus from those transactions which have not been initially capitalized and have been priced to reflect the use of the bank's capital. The allocation of earnings shall be the same for substantially identical transactions. 

(Secs. 5.9, 5.12, 5.18, Pub. L. 92-181, 85 Stat. 619, 620, 621, 12 U.S.C. 2243, 2246 and 2252) 

C. T. Fredrickson, 

Acting Governor. [FR Doc. 81-22909 Filed 8-5-81; 8:45 am] 
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