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12 CFR Part 611

Organization; Director Compensation

AGENCY: Farm Credit Administration.

ACTION: Proposed rule.  

SUMMARY: The Farm Credit Administration (FCA), by the Farm Credit Administration Board (FCA Board), publishes for comment a proposed regulation relating to the compensation of members of Farm Credit System (System) district boards. The proposed regulation implements Farm Credit Administration Order No. 866 and section 5.5 of the Farm Credit Act of 1971, 12 U.S.C. 2226, as amended (Act), as the statute authorizes the FCA to approve the compensation paid district directors for undertaking certain functions or activities.  

DATE: Written comments must be received on or before February 9, 1987.  

ADDRESS: Submit any comments (in triplicate) in writing to Frederick R. Medero, General Counsel, Farm Credit Administration, McLean, VA 22102-5090. Copies of all communications received will be available for examination by interested parties in the Office of General Counsel, Farm Credit Administration.

FOR FURTHER INFORMATION CONTACT: Gary L. Norton, Senior Attorney, Office of General Counsel, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4020.  

TEXT: SUPPLEMENTARY INFORMATION: Section 5.5 of the Act authorizes the payment of compensation, including reasonable allowances for necessary expenses, to members of district boards, subject to certain limitations that may be imposed by the FCA. Specifically, district board members can be compensated for attending meetings of the board as district board and while acting as directors of the district banks. In addition to attending such meetings, directors may receive compensation and allowances for acting in an official capacity up to 30 days or parts of days in 1 calendar year, but for service in excess of 30 days, compensation may not be paid without the approval of the FCA.  

The Farm Credit Amendments Act of 1985 (1985 Amendments) restructured the FCA into an arm's-length financial institution regulator and removed it from the management of Systems institutions. Consistent with this action, the FCA Board issued FCA Order No. 866 on August 6, 1986, to afford district boards the flexibility to responsibly monitor and control the number of days for which compensation and allowances can be paid to district board members. Specifically, the Order authorized the payment of compensation and allowances to district board members, at a rate not in excess of the amount specified in FCA regulations, for any special assignments beyond the 30-day limitation in section 5.5 of the Act, provided justification for such service is documented and made available for review by FCA examiners. 

In this manner, the responsibility to determine the number of days of service beyond the statutory standard for which district board members can be paid compensation and allowances will be placed with the district board, the body in the best position to make policy decisions concerning the events and functions requiring the attendance of district directors.  

In order to fully implement the intent of the 1985 Amendments, the FCA Board has determined that amendment to existing regulations is necessary. The FCA Board is proposing to combine existing regulations §§ 611.1020, 611.1021, 611.1022, 611.1030, and 611.1031, which implement section 5.5 of the Act, into a new § 611.1020. Existing § 611.1020 describes the activities for which district directors may be compensated, establishes a maximum level of compensation, and sets parameters for the payment of compensation during travel. Sections 611.1021 and 611.1022 prohibit the payment of compensation for district directors expending time on association affairs or other self-imposed nonofficial activities and describe the terms under which reimbursement for the expenses of spouses may be made. Sections 611.1030 and 1031 provide for the establishment of a policy by either the district or bank board authorizing special assignments for district directors and enumerate specific special assignments that are excluded from the 30-day limitation.  

The proposed regulation specifies that district board members may be compensated for services performed in an official capacity, except that compensation may not be provided a director for undertaking activities on behalf of associations or for performing other nonofficial assignments. The proposed regulation directs each district board to adopt a policy on director compensation in accordance with section 5.5 of the Act and the regulation. This policy shall address, at a minimum, activities or functions for which directors may be compensated, the maximum rate of compensation, the extent of compensation allowed for travel time, and the circumstances under which expenses for directors' spouses may be reimbursed. The existing maximum rate of compensation would be unchanged. The proposed regulations are consistent with the authority of the FCA under section 5.17(5) of the Act, as provided in the 1985 Amendments, to grant required approvals through procedures established in regulations.  

The FCA Board believes that because the disclosure regulations require that directors make available to their shareholders and the public information concerning compensation paid to directors, it is unnecessary for the FCA to provide specific approval for the number of compensation days. Should stockholders object to the amount of compensation paid directors, they can effect their will through the election of directors who will address director activity and remuneration. Furthermore, should the FCA find that director compensation is beyond reasonable bounds, the FCA retains the authority under 5.5 to adjust the ceiling on director compensation and to address any related unsafe or unsound practices in a System bank.  

In order to ensure that district boards and their members are complying with the regulation, the proposed regulation requires each district board to maintain records documenting all compensation paid to directors and their spouses and certain other related information. These records shall be kept on a current basis and shall be available to FCA examiners for their review as part of the examination process.  

The Board notes that, at this time, no changes are proposed to 12 CFR 618.8270 -- Travel. In relevant part, this regulation authorizes the payment of travel and subsistence expenses for directors, officers, and employees of the banks and their spouses in accordance with travel regulations adopted by the district board. The FCA Board expects the travel regulations to be consistent with proposed § 611.1020 and the district board policy required thereunder. The FCA Board intends to further examine the operation of § 618.8270 in the near future.  
   
List of Subjects in 12 CFR Part 611  

Accounting, Agriculture, Archives and records, Banks, Banking, Credit, Government securities, Investments, 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 amended as follows:  

PART 611 -- ORGANIZATION  

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

Authority: 12 U.S.C. 2031, 2091, 2182, 2183. 2216-2216k, 2243, 2244, 2250, 2252.  

Subpart F -- General Rules for the Districts  

2. Section 611.1020 is revised to read as follows:  

§ 611.1020 Compensation of district board members.  

(a) Each district board director may be compensated for services performed in that person's official capacity as a director of the district banks or as a member of the district board, provided such compensation is fair and reasonable. Payment of such compensation shall be consistent with the compensation policy established by a district board in accordance with 5.5 of the Act and this regulation. A district board director may not be compensated for undertaking activities on behalf of Federal land bank associations, production credit associations, cooperatives of which the director is a member, or for  

(b) Each district board shall develop a written policy regarding the compensation of district directors. The policy shall address, at a minimum, the following areas:  

(1) The activities or functions for which the attendance of directors is necessary and appropriate and may be compensated.

(2) The rate of compensation to be paid district directors, which shall not exceed $200 per day, plus reasonable allowances for travel, subsistence, and other related expenses incurred in connection with such activities or functions.  

(3) The formula used to determine each director's rate of compensation and allowance for expenses, and the timing and frequency when such compensation and allowance is periodically adjusted. 

(4) The extent of the compensation to be allowed directors for travel time involved in attending such activities or functions.  

(5) The circumstances, if any, under which travel and subsistence expenses for directors' spouses are a necessary expense for which reimbursement may be made.  

(c) Each district board shall maintain records documenting all compensation and expense allowances paid to directors by such board. These records shall specify:  

(1) The activity or function for which the director is being compensated;  

(2) The reason the attendance of the director and the director's spouse at such activity or function is necessary and appropriate;  

(3) The duration of the director's stay and the location of such activity or function;  

(4) The compensation paid the director and the total payments made by the institution in order for the director to attend the activity or function; and  

(5) The amount of necessary expenses of the director and the director's spouse that are reimbursed and an itemized explanation of the purpose and justification for the expenses.  

§§ 611.1021, 611,1022, 611.1030, and 611.1031 [Removed]  

3. Sections 611.1021, 611.1022, 611.1030, and 611.1031 are removed.  
   
Kenneth J. Auberger,  

Secretary, Farm Credit Administration Board. 

[FR Doc. 86-27651 Filed 12-8-86; 8:45 am]  
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