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12 CFR Part 617 

Examinations, Audits, and Irregularities 

AGENCY: Farm Credit Administration

ACTION: Proposed rule. 

SUMMARY: The Farm Credit Administration, by its Federal Farm Credit Board, publishes for comment miscellaneous amendments to its regulations in Part 617 which govern examinations, audits, and investigations of institutions of the system, and their agents. These amendments are for clarification and updating because of the new authorities conferred on institutions of the Farm Credit System by the Farm Credit Act Amendments of 1980 (Pub. L. 96-592). 

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

ADDRESS: 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 the 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, S.W., Washington, D.C. 20578 (202-755-2181). 

TEXT: 
SUPPLEMENTARY INFORMATION: 

Part 617 of Chapter VI, Title 12 of the Code of Federal Regulations is amended as shown: 

1. The title of Part 617 is revised to read as follows: 

PART 617 -- EXAMINATIONS, AUDITS, AND INVESTIGATIONS 

Subpart A -- Examinations and Audits 

2. Section 617.7000 is revised to read as follows: 

§ 617.7000 Farm Credit System institutions. 

The Farm Credit Administration is required by section 5.20 of the Act to examine and audit each institution of the System, and each of their agents, at such times as the Governor may determine, but each bank and each production credit association shall be examined and audited not less frequently than once each year. Such examinations and audits shall be under the direction of the chief Farm Credit Administration examiner. Sections 4.27 and 5.6(a)(5) of the Act specify that the service corporations authorized pursuant to section 4.25 and unincorporated service organizations formed pursuant to agreements authorized by section 5.6(a)(5), respectively, are institutions of the Farm Credit System and subject to supervision and examination by the Farm Credit Administration. 

3. Section 617.7020 is amended by revising the introductory paragraph and paragraph (a) and (b) to read as follows: 

§ 617.7020 Other financing institutions. 

Upon request of the Governor or any Farm Credit bank, Farm Credit examiners shall make examinations and written reports of the condition of any organization, except national banks, to which, or with which, any institution of the System contemplates making a loan or discounting paper. 

(a) As a condition precedent to securing discount privileges with a bank of the Farm Credit System, any organization other than State banks, trust companies, and savings associations shall file with such bank its written consent to examination by Farm Credit examiners as may be directed by the Farm Credit Administration (section 5.22 of the Act). Such organizations shall also agree to furnish the bank, the Farm Credit Administration, or any Farm Credit examiner, at any time upon call, full and current information regarding its financial conditions and operations. 

(b) A State bank, trust company, and saving association shall, as a condition precedent to establishing an access relationship with a Federal intermediate credit bank, consent that reports of its examination by constituted state authorities may be furnished by such authorities to the Farm Credit Administration upon request. 

4. Section 617.7060 is revised to read as follows: 

§ 617.7060 Frequency of examinations and audits. 

Farm Credit System institutions, and other related activities shall be examined and audited in accordance with the following schedule and at such times as the Governor may determine. 

(a) Each bank and production credit association -- once each year. 

(b) Each Federal land bank association -- once each 18 months. 

(c) Each incorporated and unincorporated service organization -- once each year. 

(d) Each data processing installation -- once each year. 

(e) All other agents of the banks and associations -- once each year. 

5. Section 617.7080 is revised to read as follows: 

§ 617.7080 Reports. 

(a) The results of FCA examinations and audits of banks shall be reported to the respective bank board and such meeting shall include an executive session with the board. Reports of examination and audit of associations by examiners shall be submitted to the supervising bank for transmittal to the respective board of directors for review and appropriate action at the first scheduled board meeting subsequent to receipt of the report by the institution examined. 

(b) Reports of examinations and audits are the property of the Farm Credit Administration and are furnished to the institution examined for its confidential use and may be disclosed only with the consent of the Governor or the Chief Examiner. Consent is given for disclosing reports of regular examinations and audits to the banks and associations involved or interested but such disclosure of reports of special examinations and investigations shall be only by action or consent of the Governor or Chief Examiner in each instance. Information needed for filing claims with surety companies, for establishing lines of credit, and maintenance of relations with other financial institutions may be extracted from such reports without further consent. 

(c) Consent is also given for disclosing reports of regular examinations and audits to authorized representatives of the Farm Credit administration and, when requested for confidential use in official investigations, to agents of the Federal Bureau of Investigation, Department of Justice; the Bureau of the Chief Postal Inspector, United Postal Service; the Secret Service; the Internal Revenue Service; and the Office of the Inspector General United States Department of Agriculture. 

6. Section 617.7090 is revised to read as follows: 

§ 617.7090 Liquidation. 

In the event of voluntary or involuntary liquidation of a Farm Credit bank, association, or other institution of the Farm Credit System, or any of their agents, and upon completion of such liquidation, the books and records of the institutions shall be forwarded to the appropriate divisional examination office for final examination and audit. If circumstances warrant, such final examination and audit shall be made at the institution's offices. 

Subpart B -- Investigations -- Personnel 

7. The title of Subpart B is revised to read as above: 

8. Section 617.7100 is revised to read as follows: 

§ 617.7100 Investigation. 

(a) The Farm Credit Administration shall make an investigation of any case involving possible violation of Federal criminal statutes by the following persons upon a determination by the Governor or Chief Examiner that an investigation is necessary: 

(1) Bank or association personnel. 

(2) Directors or borrowers of the System when preliminary information indicates that an applicable statute, described in paragraph (b) of this section, was violated in collusion with bank or association personnel. 

(b) Investigations most commonly involve actions prohibited by 18 U.S.C. 371, 18 U.S.C. 657, 18 U.S.C. 1006, and 18 U.S.C. 1014. Section 371 of the criminal code refers to a conspiracy between two or more persons to defraud an institution of the Farm Credit System. Section 657 of the criminal code makes it unlawful to embezzle or willfully misapply any funds or other things of value belonging to the institution or entrusted to its care. Section 1006 of the criminal code makes it unlawful to make any false entry in any book, report, or statement with the intent to defraud or to deceive; to participate or share in or receive directly or indirectly any money, profit, or benefits through any transaction of such institution; or, without being duly authorized, to draw obligations on the institution with the intent to defraud. Section 1014 of the criminal code makes it unlawful to knowingly make a false statement or report for the purpose of influencing the action of the association or bank upon any application or related documents. Other statutes that may be applicable are 18 U.S.C. 212, 213, 215, 216, 493, 1011, 1013, 1907, and 1909. 

9. Section 617.7110 is amended by revising the introductory paragraph and paragraphs (a) through (c) to read as follows: 

§ 617.7110 Reporting of violations. 

Violations or possible violations of Federal criminal statutes involving the banks and associations shall be immediately reported to the president of the bank and the attorney or other person designated by the bank for the purpose. The violation or possible violation shall then be promptly reported to the Farm Credit Administration. 

(a) If any bank or association employee or director discovers irregularities in the funds and accounts of a bank or association, or has reasonable grounds for the belief that Federal criminal statutes may have been violated, the employee or director shall report the matter to the appropriate officer of the bank and furnish such information as he has obtained or developed. 

(b) The bank shall immediately notify the Chief Examiner of the Farm Credit Administration, and make available all information concerning the matter. The Chief Examiner will advise the bank what further steps, if any, should be taken by the representative in the case. 

(c) The bank shall bring to the attention of the board of directors of an association concerned, any irregularity found to exist, and shall keep it informed of all significant developments in order that the board may take such action as may be required to protect the association's interests. The bank shall keep the bank board informed of all irregularities. 

* * * * * 

10. Section 617.7120 is revised to read as follows: 

§ 617.7120 Cases for referral. 

It shall be the function of the Chief Examiner of the Farm Credit Administration to refer directly to the local United States attorney all cases investigated which concern violations of Federal criminal statutes for consideration of criminal action. 

Subpart C -- Investigations -- Borrowers and Others 

11. The title of Subpart C is revised to read as above: 

12. Section 617.7160 is revised to read as follows: 

§ 617.7160 Cases for referral 

It shall be the function of the general counsel of the Farm Credit district (or a designated bank attorney) to determine if there is substantial evidence that a violation has been committed of any of the foregoing as well as other Federal criminal statutes, and to refer the matter to the United States attorney for consideration of prosecution under established procedures. Violations reported to the United States attorney shall also be reported to the General Counsel of the Farm Credit Administration. After it appears to an association or a bank that a violation may have occurred, at no time shall any employee of the association or bank threaten the borrower with criminal prosecution, whether in an effort to collect the indebtedness, recover property, or otherwise. 

(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. 81-33647 Filed 11-20-81; 8:45 am] 
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