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12 CFR Part 611 

Incorporation of Service Organizations by Farm Credit System Banks 

AGENCY: Farm Credit Administration. 

ACTION: Proposed rule. 

SUMMARY: The Farm Credit Administration (FCA), by its Federal Farm Credit Board (Federal Board), publishes for comment a proposed amendment to its regulation dealing with the incorporation of service organizations by Farm Credit System (System) banks. This proposed amendment will allow System banks to incorporate service organizations with limited liability. 

DATES: Written comments must be received on or before September 19, 1985. 

ADDRESS: Comments or suggestions should be submitted in writing to Donald E. Wilkinson, Governor, Farm Credit Administration, 1501 Farm Credit Drive, McLean VA 22102-5090. Copies of all communications received will be available for examination by interested parties in the Office of Director, Congressional and Public Affairs Division, Office of Administration, Farm Credit Administration. 

FOR FURTHER INFORMATION CONTACT: 

Kenneth L. Peoples, Office of General Counsel, (703) 883-4024, or 

Thomas J. Holland, Office of Examination and Supervision, Farm Credit Administration, 1501 Farm Credit Drive, McLean, VA 22102-5090, (703) 883-4452. 

TEXT: 
SUPPLEMENTARY INFORMATION: FCA regulations 12 CFR 611.1150 provides procedures for the incorporation of service organizations by System banks for the purpose of performing any function or service that the bank can perform except the extension of credit and the sale of insurance. The present regulation requires that Articles of Incorporation include a requirement that stockholders pay all valid claims of creditors in the event of the service organization's insolvency. Such a restriction prevents System banks from making full use of their statutory authority to incorporate such subsidiaries.

Amendment of the current regulation will enable System banks to limit their liability in the event of a service organization's insolvency to the extent of their investment consistent with general corporate law. 

The FCA may continue to restrict the ability of service organizations to incur indebtedness to nonrecourse obligations and obligations guaranteed by the banks who are their stockholders. The Federal Board believes that this approach is sufficient to accomplish the purpose of the regulatory restriction. 

List of Subjects in 12 CFR Part 611 

Agriculture, Banks, banking, Organization and functions (Government agencies), Rural areas. 
As stated in the preamble, it is proposed that Part 611 of Chapter VI, Title 12, of the Code of Federal Regulations, be revised as follows: 

PART 611 -- [AMENDED] 

1. The authority citation for Part 611 continues to read as follows: 

Authority: Secs. 1.13, 2.10, 4.12, 5.9, 5.12, 5.18, Pub. L. 92-181, 85 Stat. 619, 620, 621 (12 U.S.C. 2031, 2091, 2183, 2243, 2246, and 2252). 

§ 611.1150 [Amended] 

2. Section 611.1150 is amended by removing paragraph (b)(3)(xii). 

Marvin Duncan, 

Acting Governor. 
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