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FARM CREDIT ADMINISTRATION 

12 CFR Part 615 

Funding and Fiscal Affairs; Use of Debt Management Policies To Control Amount of Outstanding Discount Notes 

AGENCY: Farm Credit Administration.

ACTION: Final rule. 

SUMMARY: The Farm Credit Administration by its Federal Farm Credit Bureau is amending its regulations on funding and fiscal affairs, loan policies and operations, and funding operations. These amended regulations will allow the Farm Credit System Banks to use debt management policies to control the amount of outstanding discount notes as an alternative to maintaining back-up lines of credit, require bank management to adopt policies regarding the formulation of electronic data processing programs, and authorize Federal land banks to make patronage distributions. These amendments are primarily for the purpose of implementing the Farm Credit Act Amendments of 1980 (Pub. L. 96-592) and for clarification. 

EFFECTIVE DATE: July 30, 1982. 

FOR FURTHER INFORMATION CONTACT: 

Larry H. Bacon, Deputy Governor, Office of Administration, 490 L'Enfant Plaza, SW., Washington, D.C. 20578, (202-755-2181). 

TEXT: 
[bookmark: _GoBack]SUPPLEMENTARY INFORMATION: On March 17, 1982, the Farm Credit Administration ("FCA") noticed and published for public comment proposed amendments to 12 CFR Part 615 (47 FR 11536), specifically §§ 615.5105, 615.5150, and 615.5350. The Federal Farm Credit Board ("Board") considered each of the comments received on the proposed amendments and adopted final regulations at its June 7-9, 1982 meeting. 

The Board amended 12 CFR 615.5105 to authorize the Farm Credit System ("System") banks to use debt management policies to control the amount of outstanding discount notes as an alternative to maintaining formalized commercial bank lines of credit. Six comments were received on the proposal, all of which favored the regulation as proposed. 

The Board amended 12 CFR 615.5150 to require each board of directors of a System bank to adopt policies regarding the formulation of electronic data processing ("EDP") and word processing ("WP") programs. Such policies shall require each System bank to develop short- and long-term EDP/WP plans for the bank and any land bank associations or production credit associations for which it has supervisory responsibility. Bank board EDP/WP policies and bank plans shall be subject to FCA approval prior to implementation. Three comments were received regarding the proposal, all of which favored the regulation as proposed. 

The Board amended 12 CFR 615.5350 to implement provisions of the Farm Credit Act Amendments of 1980 (Pub. L. 96-592) which authorize the Federal land banks to make patronage distributions out of net earnings. All five commentators agreed with the proposal and one commentator suggested moving the regulation from Subpart K -- Surplus and Reserves to Subpart L -- Distribution of Earnings. Since the Board believed the suggestion had merit, a technical correction has been made by moving §§ 615.5350 and 615.5360 which deal with earnings from Subpart K -- Surplus and Reserves to Subpart L -- Distribution of Earnings. 

List of Subjects in 12 CFR Part 615 

Accounting, Agriculture, Banks, banking, Government securities, Investments, Rural areas. 

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

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. 

1. Section 615.5105 is amended by revising paragraph (c) to read as follows: 

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

* * * * * 

§ 615.5105 Consolidated Systemwide notes. 

* * * * * 

(c) Each bank shall either identify in the debt management policy required under § 615.5104 a maximum amount of discount notes that can be outstanding at any one time, or maintain unencumbered formalized lines of credit from commercial banks or other financial institutions at least equal to one-third of its participation in notes outstanding. 

2. Section 615.5150 is amended by revising paragraph (c) to read as follows: 

Subpart E -- Investments 

* * * * * 

§ 615.5150 Real and personal property. 

* * * * * 

(c) Each bank board shall adopt policies to provide bank management with direction in the formulation of electronic data processing (EDP) and word processing (WP) programs. These policies shall require the management of each bank to develop short- and long-term plans to forecast the EDP and WP hardware, software, and communications requirements of the bank and any associations for which it has supervisory responsibility. In accordance with such plans, bank management shall formally approve the purchase or lease of computer systems by the bank or an association, and any replacement equipment, additional components, and data terminals to ensure compatibility between the bank and its associations, adherence to Farm Credit System EDP/WP standards and efficiency of operation. The establishment of computer centers, acquisition of mainframe processors, creation of teleprocessing networks, and major software development efforts shall be addressed in the bank's long-term plan. Bank board policies shall require FCA approval prior to implementation. Bank plans shall require prior FCA approval whenever the agency determines that the EDP operation of a bank does not meet acceptable standards of efficiency or effectiveness. 

3. Part 615 is amended by moving §§ 615.5350 and 615.5360 to the beginning of Subpart L. 

4. Section 615.5350 is revised to read as follows: 

§ 615.5350 Federal land bank earnings. 

Federal land banks may pay patronage refunds out of the whole or any part of net earnings which remain after the restoration of the amount of any impairment of capital stock and the maintenance of a reserve account as provided in section 1.17(a) of the Act. Patronage refunds may only be distributed to borrowers and shall be in the form of allocated equities or cash or both under policies prescribed by the bank's board of directors and approved by FCA. A bank may make a patronage refund to borrowers indirectly through an association which shall make a corresponding patronage distribution of like kind and equivalent value to the borrower. 

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

Donald E. Wilkinson, 

Governor. 
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