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FARM CREDIT ADMINISTRATION

 12 CFR Part 611

Organization; Director Compensation 

AGENCY: Farm Credit Administration.

ACTION: Final rule.  

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

EFFECTIVE DATE: The revisions shall become effective upon the expiration of 30 days after this publication during which either or both Houses of Congress are in session. Notice of the effective date will be published.  

FOR FURTHER INFORMATION CONTACT: Nancy E. Lynch, Senior Attorney, or, Joanne P. Ongman, Attorney, Office of General Counsel, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4020, TDD (703) 883-4444.  

[bookmark: _GoBack]TEXT: SUPPLEMENTARY INFORMATION: On December 9, 1986 the FCA published for comment a proposed regulation relating to the compensation of members of System district boards (51 FR 44308). The proposed regulation combined existing regulations § §  611.1020, 611.1021, 611.1022, 611.1030, and 611.1031 into a new §  611.1020. The FCA received comments from the Farm Credit Corporation of America (FCCA), the Farm Credit District of Texas (Texas District) and the Farm Credit District of Baltimore (Baltimore District). The FCA Board has carefully analyzed and considered each comment and responds to them on the basis of a thorough consideration of the merits of the positions expressed. 
The FCCA stated that its comments were made on behalf of its member banks. The Texas District also submitted a separate letter expressing its agreement with these comments. In its comments, the FCCA first noted that language had been omitted from the last sentence of §  611.1020(a) of the proposed regulation. The FCA Board acknowledges that language was inadvertently omitted from this sentence. The omitted language has been added to the final regulation at the end of the last sentence of §  611.1020(a) 

The FCCA also expressed concern that the last sentence of proposed §  611.1020(a) could be construed to prohibit persons serving as district board directors from being compensated by a Federal land bank association (FLBA), production credit association (PCA), or cooperative of which they are a member, for activities undertaken on behalf of these organizations. The Baltimore District also raised this concern in the comments that it submitted. 

The FCA Board did not intend to prohibit district board directors from receiving compensation for services performed on behalf of a FLBA, PCA or cooperative. However, such service is not part of a district board director's official responsibilities. Therefore, as a clarification, the last sentence of §  611.1020(a) has been revised to read "* * * may not be compensated as a district board director * * * ." 

The Baltimore District stated a general concern that the proposed regulation requires submission of more detailed information than is appropriate for FCA, as an arm's-length regulator, to require. It suggested that the decision-making authority regarding what information is to be acquired pursuant to the regulation should rest with the district boards. The Baltimore District did not specifically object to any particular type of information that the regulation requires to be maintained and did not dispute the need for the information. The FCA Board has determined that the documentation of compensation and expense allowances that district boards are required to maintain pursuant to §  611.1020(c) provides a reasonable means of helping to ensure compliance with the regulation. 

The Baltimore District also commented that, because of the daily limit on compensation and the requirement that district boards base their compensation policy primarily on meeting attendance, sufficient recognition is not given to the effort required by directors to handle routine matters and constituent problems. It also requested FCA to clarify whether compensation is allowed for participation in duly called telephone meetings. A method of payment suggested by the Baltimore District consisted of an annual retainer to cover regular monthly meetings and preparation time for such meetings with a per diem allowance for nonroutine matters. The Baltimore District stated that precedent for this arrangement is found in the compensation allowed to directors of the Federal National Mortgage Association (Fannie Mae) and Student Loan Marketing Association (Sallie Mae). 
At the present time, the FCA Board declines to amend the regulation to specifically provide for a retainer method of compensation, such as the one used by Fannie Mae and Sallie Mae. A difference exists between the organization of Fannie Mae and Sallie Mae and the Farm Credit System. Unlike Fannie Mae and Sallie Mae, the System is not a single, centralized entity. In addition, section 5.5 of the Act expressly authorizes compensation to district board members for attending meetings of the board as district board and while acting as directors of the district banks, and directs FCA to set the level of compensation. Accordingly, under the regulation, payment for meeting attendance remains an important part of a district board director's overall compensation. However, as the Baltimore District notes in its comments, the Farm Credit Amendments Act of 1985 restructured FCA into an arm's-length regulator. The regulation implements this congressional directive by providing district boards with the opportunity to make policy decisions regarding other types of services for which district directors may be compensated. While the prior §  611.1020 based compensation on "attendance at board meetings and special assignments," §  611.1020(b) of the final regulation directs "(e)ach district board to develop a written policy addressing compensation." Therefore, district boards are provided the flexibility to monitor and control the number of days for which compensation and allowances are paid. 

Moreover, §  611.1020(b) specifically states that the list of items to be addressed in the written policy of each district board regarding director compensation is a "minimum," thereby affording flexibility to include additional types of official services in the compensation policy. The district board's policy-making authority is limited by the requirement that only those services performed in a district board director's official capacity are eligible for compensation. Should a district board determine that some kind of retainer method of compensation is appropriate, the FCA would review the documentation justifying the decision in the normal examination process. Should FCA find that director compensation set by any district board is beyond reasonable bounds, FCA retains the authority under section 5.5 of the Act to require adjustment of the level of compensation and to address any related unsafe of unsound practices in a System bank. 

In response to the Baltimore District's specific concern about participation by telephone at duly convened meetings, the FCA Board would not object if a district board policy included a provision for compensation for such participation. However, the Board expects any such district board policy to include standards defining the level of active participation in, and contribution to, telephone meetings necessary in order to be compensated for such meetings. The documentation requirements set forth in §  611.1020(c) would apply to compensation paid pursuant to such a policy. 

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, Part 611 of Chapter VI, Title 12 of the Code of Federal Regulations is revised as follows: 

PART 611 -- ORGANIZATION 

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

Authority: 12 U.S.C. 2031, 2061, 2162, 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 as a district board director for undertaking activities on behalf of Federal land bank associations, production credit associations, cooperatives of which the director is a member, or for performing other assignments of a nonofficial nature.  

(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 or 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 and Reserved] 

3. Sections 611.1021, 611.1022, 611.1030, and 611.1031 are removed and reserved. 

Elizabeth A. Kirby, 

Acting Secretary, Farm Credit Administration Board.  

[FR Doc. 87-22133 Filed 9-24-87; 8:45 am] 

BILLING CODE 6705-01-M 




		
	

