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Order Declaring Insolvency and Appointing Receiver; Puget Sound Production Credit Association 

ACTION: Notice. 


On October 7, 1983, the Governor of the Farm Credit Administration ("FCA"), pursuant to the provisions of § 4.12 of the Farm Credit Act of 1971, 12 U.S.C. 2183(b), and 12 CFR 611.1130, issued an order which declared the Puget Sound Production Credit Association ("PCA") insolvent and appointed Dan Williams as receiver for purposes of liquidating its assets, paying its creditors and winding up its affairs. 

In his capacity as receiver, Dan Williams, as agent of the FCA, is granted possession of all of the assets of Puget Sound PCA and is empowered to execute, acknowledge, and deliver any instrument necessary for any authorized purpose and such instruments are valid and effectual as if they had been executed by the PCA's officers by authority of its board of directors. For the purpose of alleviating certain logistical problems associated with obtaining the receiver's signature on documents during his unavailability or absence, the Order Insolvency and Appointing Receiver is hereby amended to authorize the receiver to delegate signatory authority to an employee of the PCA in receivership. As with all of the receiver's duties and authorities, this authority will be exercised in accordance with the specific requirements and controls contained in the FCA Receivership Manual. 

In order to facilitate the performance of his duties as receiver of the Puget Sound PCA, and to clarify his authority as agent of the FCA, the Order Declaring Insolvency and Appointing Receiver, as hereby amended, is published in its entirety: 

Order Declaring Insolvency and Appointing Receiver 

On 10 August, 1983, the Farm Credit Administration ("FCA") determined that the capital of the Puget Sound Production Credit Association ("PCA"), Mt. Vernon, Washington, was impaired and, pursuant to 12 CFR 611.1140, imposed special supervisory procedures upon the further operations of the Puget Sound PCA until further notice. 48 FR 39289, as corrected by 48 FR 40319. 

The FCA has now further determined that the impairment of the Puget Sound PCA's capital cannot be corrected through structural or operating changes and that the Puget Sound PCA is in default upon its obligation to the Federal Intermediate Credit Bank of Spokane. Therefore, pursuant to the provisions of § 4.12 of the Farm Credit Act of 1971, 12 U.S.C. 2183(b) and 12 CFR 611.1130, I hereby declare the Puget Sound PCA insolvent and appoint Dan Williams as receiver for the purpose of liquidating its assets, paying its creditors and winding up it affairs. 

I. Actions To Be Taken Immediately 

This order shall constitute notice that the receiver is hereby granted possession of all assets of the Puget Sound and shall take the following actions: 

A. Post a notice in substantially the following form on the door of the PCA's home office and each branch office: 

Puget Sound Production Credit Association, Mt. Vernon, Washington, is in the possession and charge of the undersigned as receiver appointed by the Farm Credit Administration. 

By: -- -- -- -- Receiver 

Date: -- -- -- -- 

B. Provide notice that Puget Sound PCA has been declared insolvent and appointing a receiver by written notice, served personally or by first class mail on all persons and entities that the receiver knows to own any equities in the PCA or to be holding or in possession of any assets of the PCA. 

II. The Powers and Duties of the Receiver 

A. The receiver, subject to the terms of this order and the FCA Receivership Manual, is authorized and empowered to: 

(1) Take any action the receiver considers appropriate or expedient to carry on the business of the PCA during the process of liquidating its assets and winding up its affairs; 

(2) Extend credit to existing borrowers as necessary to honor existing commitments and to effectuate the purposes of the receivership; 

(3) Borrow such sums as may be necessary to effectuate the purpose of the receivership; 

(4) Pay any sum the receiver deems necessary or advisable to preserve, conserve, or protect the PCA's assets or property, or rehabilitate or improve such property and assets; 

(5) Pay any sum the receiver deems necessary or advisable to preserve, conserve, or protect any asset or property on which the PCA or the receiver has a lien or in which the PCA or receiver has an interest of value, and pay off and discharge any liens, claims, or charges of any nature against such property; 

(6) Institute, prosecute, maintain, defend, intervene, and otherwise participate in any legal proceeding by or against the receiver or the PCA or in which the receiver, the PCA or its creditors or members has any interest, and represent in every way the PCA, its members and creditors; 

(7) Employ attorneys to give legal advice and assistance for the receivership generally or on particular matters, and pay their retainers, compensation, and expenses, including litigation costs; 

(8) Hire any employees necessary for proper administration of the receivership, including the hiring of liquidation agents, which employees shall be covered by a bond satisfactory to the receiver and the FCA; 

(9) Execute, acknowledge, and deliver, in person or through a general or specific delegation, any instrument necessary for any authorized purpose, and any instrument executed under this paragraph shall be valid and effectual as if it had been executed by the PCA's officers by authority of its board of directors; 

(10) Sell for cash any mortgage, deed of trust, chose in action, note, contract, judgment or decree, stock or debt owing to the association or any property (real or personal, tangible or intangible) acquired in satisfaction thereof; 

(11) Purchase or lease office space, automobiles, furniture, equipment, and supplies necessary for the conduct of the receivership; 

(12) Release any asset, or property of any nature, regardless of whether the subject of pending litigation, and repudiate, with cause, any lease or executory contract the receiver considers burdensome; 

(13) Settle, release, or obtain release of, for cash or other consideration, claims and demands against, or in favor of, the PCA or the receiver; 

(14) Pay out of the assets of the PCA all expenses of the receivership and all costs of carrying out or exercising the rights, powers, privileges, and duties as receiver, as determined by the receiver, except as otherwise provided herein; 

(15) Pay out of the assets of the PAC all approved claims of indebtedness in accordance with priorities established herein; 

(16) Take all actions and have such rights, powers and privileges as are necessary and incident to the exercise of any specific power; and 

(17) Take such actions, and have such additional rights, powers, privileges, immunities, and duties as the FCA authorizes, directs, confers or imposes by order or by amendment or this order of by regulation. 

B. All rights, privileges and powers of the board of directors and officers of Puget Sound PCA are hereby suspended, and the positions of said individuals with the PCA are hereby terminated. 

III. Preservation of Equity 

No capital stock, participation certificates, equity reserves or other allocation equities of Puget Sound PCA shall be issued, allocated, retired, sold, distributed, transferred, assigned, or applied against any indebtedness of the owners of such equities, except as provided for in this order or as otherwise approved by the FCA. 

IV. Notice to Stockholders 

As soon as practicable after the receiver takes possession of the Puget Sound PCA, the receiver shall notify each holder of stock and participation certificates of the following matters: 

(1) The number of such holders owns; 

(2) The options available to such holder regarding the repayment or transfer of loans; 

(3) The services available to current borrowers during the winding up of the affairs of the Puget Sound PCA; 

(4) The names and locations of the other production credit associations to which the Puget Sound PCA's territory has been assigned; and 

(5) Such other matters as the receiver or the FCA deems necessary. 

V. Creditors Claims 

A. The receiver is directed to publish promptly a notice to creditors to present their claims against the Puget Sound PCA, with proof thereof, to the receiver by a date specified in the notice, which shall be 90 calendar days after the first publication. The notice shall be published again 30 days and 60 days, respectively, after the first publication. Claims filed after the specified date shall be disallowed, except as the receiver, with the concurrence of the FCA, may approve them for full or partial payment from the PCA's assets remaining undistributed at the time of approval. The receiver shall promptly mail a similar notice to any creditor shown on the PCA's books at the creditor's last address appearing thereon. 

B. The receiver, with the approval of the FCA, shall allow any claim that is timely received and proved to the receiver's satisfaction. The receiver may disallow in whole or in part any creditor's claim or claim of security, preference, or priority which is not proved to the receiver's satisfaction or is not timely received and shall notify the claimant of the disallowance and reason therefore. Mailing notice of the disallowance to the claimant's last address appearing on the PCA's association's books or on the proof of claim shall be sufficient notice. Unless, within 30 days after notice of disallowance is mailed, the claimant files a written request for payment regardless of the disallowance, disallowance shall be final. The receiver shall reconsider any claim upon the timely request of the claimant and, with the concurrence of the FCA, may approve or disapprove such claim in whole or in part. 

C. The receiver shall cause to be filed with the FCA, at such times and in such manner as FCA shall require, a complete list of claims presented, indicating the character of each claim and whether allowed by the receiver. 

D. Creditors' claims which are allowed and approved by the FCA shall be paid by the receiver from time to time, to the extent funds are available therefore and in accordance with the priorities established herein and in such manner and amounts as the receiver deems appropriate, with the approval of the FCA. 

VI. Sale and Transfer of Loans 

A. The receiver is authorized to sell loans to any commercial lending institution at fair market value (including the amount borrowed to purchase stock in the Puget Sound PCA); and 

B. The receiver is authorized to sell loans to a PCA that has been authorized, by charter amendment, agreement or otherwise, to make loans in the territory heretofore served by the Puget Sound PCA ("purchasing PCA") only on the following basis: 

(1) A loan may be sold at its fair market value (including the amount borrowed to purchase stock or participation certificates in the Puget Sound PCA) and the borrower will immediately make the required capital investment in the purchasing PCA by providing cash sufficient therefore or by increasing the loan by an amount necessary to make such capital investment; or 

(2) The loan may be sold at its fair market value (including the amount borrowed to purchase stock or participation certificates in Puget Sound PCA) in conjunction with an agreement between the borrower, the receiver, the Federal Intermediate Credit Bank of Spokane, and the purchasing PCA, which provides for a loan from the Federal Intermediate Credit Bank of Spokane for the required capital investment in the purchasing PCA, to be repaid on or before the completion of the liquidation of Puget Sound PCA, on terms set forth in the agreement. 

VII. Priority of Claims 

A. The following priority of claims shall apply to the distribution of assets: 

(1) All costs, expenses and debts of the PCA in receivership that were incurred or, with the approval of the FCA, expressly assumed on or after the date of the appointment of the receiver. 

(2) All claims for taxes incurred prior to the appointment of the receiver. 

(3) All claims for costs, expenses and debts of the PCA in receivership that were incurred or, with the approval of the FCA, expressly assumed after the date Puget Sound PCA was placed under procedures of the FCA pursuant to FCA Regulation 12 CFR 611.1140. 

(4) All claims for wages or salaries, including vacation, severance, and sick leave pay incurred during the 90 days prior to the order imposing special supervisory procedures of the FCA upon the PCA's operations, pursuant to FCA Regulation 12 CFR 611.1140. 

(5) All claims of creditors which are secured by, or constitute a lien on, assets or property of the PCA in accordance with the laws of the jurisdiction in which the Puget Sound PCA is located, and in the order of priority established by such laws. Such claims shall be paid in accordance with the "equity rule" whereby the claimant shall have the right to receive, consistent with the priorities established in this section, full dividends from the receivership on the total claim with the collateral securing such claim to be held available to pay any deficiency between the total claim and such dividends. 

(6) All secured claims of the FICB except those provided for in subsection (5), including interest accrued before and after the appointment of the receiver, except claims it may have by reason of its ownership of stock in the PCA, minus any setoff for stock of the FICB owned by the Puget Sound PCA. 

(7) All claims of general creditors. 

(8) All claims of stockholders and holders of participation certificates and other equities in accordance with the priorities set forth in the bylaws of the Puget Sound PCA. 

B. All claims of any class described in section (A) shall be paid in full, or provision made for such payment, prior to the payment of any claim of a lesser priority. If there are insufficient funds to pay any class of claims in full, distribution on such class shall be on a pro rata basis. 

VIII. Inventory, Examination and Audit 

A. As soon as practicable after taking possession, the receiver shall make an inventory of the assets of the Puget Sound PCA as of the date possession was taken. Such inventory shall include the book value and the fair market value of the association's assets and any security therefore. The method of listing assets must provide such information to the satisfaction of the FCA. One copy of the inventory shall be filed with the FCA. 

B. The Puget Sound PCA in Receivership shall be examined and audited by the FCA on an annual basis. The cost of such examination and audit, as determined by the FCA, shall be paid from the assets of the Puget Sound PCA in Receivership. 

C. The FCA may from time to time prescribe accounting practices to be followed and require such reports as it deems appropriate on such forms as it may prescribe. One copy of the reports required by this section shall be filed with the Deputy Governor, Office of Examination and Supervision, Region II, FCA, and one copy shall be retained in the receiver's principal office. 

IX. Final Discharge and Release of Receiver 

When the receiver recommends final distribution of assets or is otherwise relieved of its duties by the FCA, the receiver shall file with the FCA a detailed report in a form satisfactory to the FCA. Unless the FCA otherwise directs, upon final liquidation of the receivership or when the receiver completes or is otherwise relieved of its duties, the receivership shall be examined and audited pursuant to 12 CFR 617.7090. The receiver's accounts shall thereupon be approved or disapproved, and if approved, the receiver shall thereby be completely and finally released. 

X. Adjoining Production Credit Associations 

A. Pending appropriate amendment to their respective charters, the production credit associations which are chartered to operate in territories adjoining that of the Puget Sound PCA are hereby authorized to extend credit and other services as authorized by law to any eligible borrower located within the territory of the Puget Sound PCA on such terms and conditions as may be approved by the FICB of Spokane. 

B. The representative of the FCA at the Puget Sound PCA and the President of the FICB of Spokane shall be notified of this declaration of insolvency and appointment of receiver immediately upon execution of this order and a copy of same shall be transmitted to them by electronic mail. The representative of the FCA is hereby authorized to act as the agent of the receiver for purposes of this order. 

This order is effective October 7, 1983, at 11:50 a.m., Eastern Standard Time. 

C.T. Fredrickson, 

Senior Deputy Governor. 

[FR Doc. 84-19345 Filed 7-20-84; 8:45 am] 
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