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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, publishes for comments miscellaneous amendments to its regulations in Part 615 which cover funding and fiscal affairs, loan policies and operations, and funding operations of the Farm Credit Administration. These amendments are for clarification and updating because of new authorities conferred on institutions of the Farm Credit System by the Farm Credit Act Amendments of 1980 (Pub. L. 96-592). 

DATES: Written comments must be received on or before January 19, 1982. 

ADDRESSES: Submit any comments or suggestions in writing to Donald E. Wilkinson, Governor, Farm Credit Administration, Washington, D.C. 20578. Copies of all communications received will be available for examination by interested persons in the Office of Director, Congressional and 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, SW., Washington, DC 20578 (202-755-2181). 

TEXT: 
SUPPLEMENTARY INFORMATION: 

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

Part 615 of Chapter VI, Title 12 of the Code of Federal Regulations is amended as shown: 

Subpart A -- Funding 

1. Section 615.5000 is revised to read as follows: 

§ 615.5000 General responsibilities. 

(a) System -- Primary responsibility for the procurement of loan funds rests with the System acting through its finance committees or subcommittees. These finance committees or subcommittees shall determine the amount, maturities, rates of interest, and participation by the banks in each issue of joint, consolidated, or Systemwide obligations. 

(b) Farm Credit Administration -- The Farm Credit System has significant impact upon the investment community, the general public, and the national economy in both the volume and the manner by which loan funds are raised. The Farm Credit Administration holds a significant responsibility to supervise the collateral integrity of the debt obligations issued, to ensure ready accessibility to the money and capital markets, to preserve the stature and respect for the System's securities in the marketplace, and to maintain appropriate liaison with the U.S. Treasury Department and the financial community in general. Whenever each bank of the Farm Credit System obtains funds from the sale of obligations, the amount, maturities, rates of interest, and participation of each bank in each issue shall be subject to the approval of and shall be executed by the Governor of the Farm Credit Administration. In the exercise of responsibility to supervise the funding of the Farm Credit System, the Governor or, at his discretion, a designated representative shall be present whenever the terms and conditions of publicly issued obligations are determined. 

(c) The Treasury Department -- The Farm Credit Administration shall keep the U.S. Treasury Department informed of all public financing plans and actions by the institutions under its supervision and shall consult with the Secretary of the Treasury or his representative prior to taking any action relative to the amounts, maturities, rates of interest, and such terms and conditions of a sale of debt obligations. 

2. Section 615.5010 is revised to read as follows: 

§ 615.5010 Fiscal agency. 

(a) The Fiscal Agency of the Farm Credit banks is authorized under Title IV, section 4.9, of the Act to market System obligations, to maintain accurate and timely records, and to assist the banks in the handling and investment of bank flows of funds and investment portfolios at the request of the banks. Under Title IV, section 4.8, the banks provide for the sale of obligations through the Fiscal Agency by negotiation, offer, bid, syndicate sale, and for the delivery of such obligations by book entry, wire transfer, or such other means as may be appropriate. The Fiscal Agency shall conduct the funding for the Banks at the direction of the appropriate finance committees under broad policy direction of the district boards acting in concert. By resolutions of agreement adopted by the boards of each of the banks, appropriate committees may be established for the instruction and direction of the Fiscal Agency. 

(b) The interaction of the Farm Credit System with the financial community is principally through the Fiscal Agency. In order to aid in the process of ensuring continued and independent access to the national and international money and capital markets, to provide for an adequate and reliable supply of credit to meet the objectives of the Act, and to assure cooperation and coordination among the institutions of the System, the Fiscal Agency shall be subject to supervision and examination by the Farm Credit Administration. 

§ 615.5020 [Removed] 

3. Part 615 is amended by removing § 615.5020. 

Subpart B -- Collateral 

4. Section 615.5050 is amended by revising paragraphs (a), (b), (d), (e)(3), and by removing paragraph (e)(5), as follows: 

§ 615.5050 Policy. 

(a) Each bank shall have on hand at the time of issuance of any long-term notes, bonds, debentures, or similar obligations, and at all times thereafter maintain, free from any lien or other pledge, assets consisting of notes and other obligations representing loans made under the authority of the Act, notes of Federal land banks, Federal intermediate credit banks, and banks for cooperatives representing secured interbank or intersystem loans, readily marketable securities approved by the Farm Credit Administration or cash, in an aggregate value equal to the amount of long-term notes, bonds, debentures, or similar obligations outstanding for which the bank is primarily liable. 

(b) The collateral value of eligible investments shall be the lower of cost or market value. 

* * * * * 

(d) When there is loan servicing, such as reamortization, extension, deferment or partial release, the new unpaid balance may be used as the collateral carrying value. In case of Federal land banks the carrying value shall not exceed 85 percent (97 percent if guaranteed by Federal, State or other governmental agencies) of the appraisal value established by the most recent appraisal report of the primary security. 

(e) * * * 

(3) Provide a certified report by a bank officer at each regular meeting of the board of directors. The report should certify to the eligibility and the adequacy of collateral. Items to be reported will include but not be limited to the total amount of eligible collateral, amount of ineligible loans, amount of deductions, and the amount of excess collateral. 

* * * * * 

§ 615.5060 [Removed] 

5. Part 615 is amended by removing § 615.5060. 

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

6. Section 615.5101 is revised to read as follows: 

§ 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. Each such resolution shall cover all authorities to issue or borrow as stated in sections 4.2 and 4.3(b) of the Farm Credit Act of 1971, as amended, and § 615.5050 (e)(3) of the regulations. 

7. Section 615.5102 is revised to read as follows: 

§ 615.5102 Finance committee. 

Each finance committee, composed of the president of each bank or the president's designee, for the banks organized and operating under the separate title of the Farm Credit Act of 1971, as amended, 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 Governor. The subcommittees or representatives of the finance committees shall establish, subject to the approval of the Governor, their organization, responsibilities, and procedures to cover their operations and those of their subcommittees for the issuance of Systemwide obligations. 

Subpart D -- Other Funding 

8. Section 615.5135 is revised to read as follows: 

§ 615.5135 Investment policy. 

(a) Banks are authorized to hold investment portfolios for the purpose of maintaining sufficient liquidity, as a means of investing short-term surplus funds, and for short-term debt management purposes. The banks are not authorized to maintain investment portfolios primarily as a means of generating additional income. 

(b) Each bank's board of directors shall adopt a policy, subject to the approval of the Farm Credit Administration, regarding the management of its investments. Within this policy, the following items shall be addressed. 

(1) The purpose of the bank's investments. 

(2) The portfolio objectives. 

(3) The bank's liquidity needs. 

(4) The portfolio size and quality. 

(5) Maturity guidelines. 

(6) Authorization to manage investment activities. 

(7) Reporting and monitoring requirements. 

Additional areas shall be addressed in the policy as deemed appropriate by each bank. 

9. Section 615.5140 is revised to read as follows: 

§ 615.5140 Eligible investments. 

(a) The approved list of eligible investments for Farm Credit banks shall include the following securities: 

(1) Consolidated and Systemwide obligations of the Farm Credit banks. 

(2) Direct and full faith obligations of the United States Government. 

(3) Fully guaranteed obligations of the United States Government. 

(4) Federal Home Loan Bank bonds and notes. 

(5) Federal Home Loan Mortgage Corporation obligations. 

(6) Federal National Mortgage Association short-term notes, debentures and participation certificates. 

(7) Tennessee Valley Authority obligations. 

(8) International Bank for Reconstruction and Development obligations denominated in dollars (World Bank). 

(9) Bankers acceptances. 

(10) Negotiable certificates of deposit. 

(11) Prime Commercial Paper (Rated P[1] or A[1] and limited to 15 percent of total portfolio). 

(12) Prime Finance Paper (Rated P[1] or A[1] and limited to 15 percent of total portfolio). 

(13) Repurchase agreements of eligible investments. 

(14) Full faith and credit obligations of a state, municipality, political subdivision, or public agency or instrumentality thereof, when approved by the bank on a case basis within the following limitations: Investments in bonds except revenue obligations, that have rated A or better (or the equivalent) by a recognized rating service, that mature within approximately 10 years, and are readily marketable. 

(15) Other types of investments authorized by the Farm Credit Administration. 

(b) The collateral value of eligible investments supporting outstanding System obligations shall be the lower of cost or market value. 

10. Section 615.5141 is revised to read as follows: 

§ 615.5141 Production credit associations. 

Production credit associations shall invest in securities selected from eligible investments in § 615.5140, as authorized by the supervising bank. 

11. Section 615.5142 is revised to read as follows: 

§ 615.5142 Federal land bank associations. 

A Federal land bank association shall invest its excess cash in unsecured obligations of its supervising bank or in eligible investments in § 615.5140 as authorized by the supervising bank. 

Subpart J -- Prescription, Subscription and Retirement of Stock 

12. Section 615.5260 is amended by substituting "fair market value" for "book value" in paragraphs (a) and (b). As amended § 615.5260(a) and (b) introductory text read as follows: 

§ 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 the fair market value, not exceeding par, all or 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 interest of the present or former borrowers in the bank. Retirements under this provision shall be authorized in accordance with bank board policy. 

(b) When the debt of a borrower to the bank is in default, such bank may, but shall not be required to, retire and cancel all or part of any stock or allocated equities of the bank on which the bank has a lien as collateral for the debt, at the fair market value thereof, not exceeding par value, in total or partial liquidation of the debt, under any of the following conditions: 

* * * * * 

13. Section 615.5270 is amended by removing the word "fair" as a modifier of book value in paragraph (b). As amended § 617.5270(b) reads as follows: 

§ 615.5270 Purchase of class B stock of the Federal intermediate credit bank by production credit associations. 

* * * * * 

(b) When making such allotments, the bank may transfer, retire, or reissue outstanding class B stock among the associations as may be necessary to establish the proportion indicated in the preceding paragraph. Stock that is retired or transferred for this purpose shall first be the stock purchased by the associations to the extent it is available unless otherwise approved by the Farm Credit Administration. The bank shall pay the associations for all stock so retired or transferred and shall collect therefore from any association to which such stock is transferred or reissued, at the book value thereof not to exceed par. 

* * * * * 

§§ 615.5300 and 615.5310 [Removed] 

14. Part 615 is amended by removing §§ 615.5300 and 615.5310. 

15. Section 615.5320 is amended by removing the word "fair" as a modifier of book value in paragraphs (a), (b)(1), (b)(2), and (b)(3), as amended § 615.5320(a), (b)(1), (b)(2), and (b)(3) read as follows: 

§ 615.5320 Retirement of Federal intermediate credit bank class B stock participation certificates, and allocated legal reserve. 

(a) When there is no stock held by the Governor, the bank may retire class B stock at par, participation certificates at face amount, and allocated legal reserve at book value without preference to all holders thereof and in such manner that the oldest outstanding stock, participation certificates, or allocated legal reserve will be retired first, provided that after such retirements, the net worth structure of the bank meets the minimum requirements approved by the Farm Credit Administration. 

(b) * * * 

(1) Class B stock, participation certificates, and allocated legal reserve may be retired at book value thereof, not exceeding par or face amount as the case may be, in the event of an equalization of the ownership by production credit associations of capital stock, participation certificates, and allocated legal reserve of the bank, whether in connection with an assessment for capital stock or otherwise, provided that when an association surrenders stock, participation certificates, or allocated legal reserve, it shall first, unless otherwise approved by the Farm Credit Administration, surrender that which was acquired by purchase to the extent available and thereafter, surrender that acquired by patronage distributions from the bank; 

(2) When authorized by the bank board, class B stock, participation certificates, and allocated legal reserve may be retired at the book value thereof, not exceeding par value or face amount as the case may be: 

* * * * * 

(3) The bank board may authorize the retirement of unimpaired participation certificates at face amount and allocated legal reserve at book value owned by an other institution as follows: 

* * * * * 

16. Part 615 is amending by adding § 615.5325 to read as follows: 

§ 615.5325 Contributions of capital. 

Subject to the approval of the Farm Credit Administration, Federal land banks may accept contributions of capital and Federal land bank associations may contribute capital to the Federal land bank under circumstances including, but not limited to, provisions of district capital preservation, loss-sharing, or recapitalization programs. 

* * * * * 

Subpart K -- Surplus and Reserves 

17. Section 615.5335 is amended by revising paragraph (a) to read as follows: 

§ 615.5335 Federal intermediate credit bank system provision for losses on loans. 

(a) Each bank shall evaluate its loans and discounts, accrued interest on loans, and other loan assets at the close of each fiscal year and establish and maintain an adequate provision for losses thereon which will reflect the reasonable net value of such assets. 

* * * * * 

18. Section 615.5360 is revised to read as follows; 

§ 615.5360 Federal land bank association earnings. 

Any Federal land bank association may pay patronage refunds out of the whole or part of net earnings which remain after (a) the restoration of the amount of any impairment of capital stock, and (b) the maintenance of a reserve account as provided in section 1.18(a) of the Farm Credit Act of 1971, as amended. Patronage refunds may be distributed in the form of allocated equities or cash or both with the approval of the bank. 

Subpart O -- Book-Entry Issuance of Farm Credit Securities 

19. Section 615.5451 is revised to read as follows: 

§ 615.5451 Consolidated systemwide notes. 

The 12 Federal land banks, the 12 Federal intermediate credit banks, and the 13 banks for cooperatives issued consolidated Systemwide notes only in bearer definitive form in denominations of $50,000, $100,000, $500,000, $1,000,000, and $5,000,000. 

(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. 81-33646 Filed 11-20-81; 8:45 am] 
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