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FARM CREDIT ADMINISTRATION

12 CFR Part 611

Farm Credit System; Merger and Reorganization Proposals 


ACTION: Interim rule with request for comments.  

SUMMARY: The Farm Credit Administration (FCA) Board adopts interim regulations and requests public comments thereon, which implement the provisions of section 412 of the Agricultural Credit Act of 1987 (1987 Act), Pub. L. 100-233. The interim regulations provide for the establishment of a Special Committee on the Merger of Farm Credit Banks, the procedures for the selection of members to the Committee and the timeframes for obtaining required approvals and conducting stockholder votes on merger plans.  

DATES: This regulation is effective May 11, 1988.  Written comments must be received on or before June 10, 1988.  

ADDRESSES: Submit comments (in triplicate) in writing to Anne E. Dewey, General Counsel, Farm Credit Administration, 1501 Farm Credit Drive, McLean, Virginia 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: 

James F. Thies, Assistant Chief, Financial Analysis and Standards Division, Farm Credit Administration, 1501 Farm Credit Drive, McLean, VA 22102-5090, (703) 883-4475 
 or 
Gary L. Norton, Senior Attorney, Office of General Counsel, Farm Credit Administration, 1501 Farm Credit Drive, McLean, VA 22102-5090, (703) 883-4020, TDD (703) 883-4444.  

[bookmark: _GoBack]TEXT: SUPPLEMENTARY INFORMATION: On February 16, 1988, the FCA published an Advance Notice of Proposed Rulemaking (53 FR 4416) seeking public comments on the implementation of the provisions of the 1987 Act relating to the reorganization of Farm Credit System institutions. Among the provisions upon which comments were requested was section 412 of the 1987 Act which provides for the creation of a committee to develop a proposal for the merger of the district Farm Credit Banks.  
The FCA received comments from the Farm Credit Corporation of America (FCCA) and the banks in one Farm Credit district regarding section 412 of the 1987 Act. Both commentators recommended that the regulations include a provision for the selection of Special Committee members by current members of the district board, if the Farm Credit Bank is not established in the district prior to the expiration of the six-month period. Both commentators also suggested that the regulations address required procedures relating to the timeframes for the submission of the Committee's proposal to the FCA and the stockholders. In addition, the commentators suggested that the FCA authorize the Special Committee members to elect a chairman from among their members and provide for the election by each Farm Credit Bank Board of an alternate Special Committee member.  

The FCA Board adopts an interim regulation at 12 CFR 611.1140 which sets forth certain requirements governing the organization of the Special Committee and timetables for the submission of its report to the FCA and to stockholders. The regulation clarifies that the proposal of the Special Committee may include individual merger plans involving one or more Farm Credit Banks. The regulation provides that in a district where the board of directors of the Farm Credit Bank will not have its first meeting prior to July 5, 1988, the Special Committee member and alternate shall be elected prior to such date by the members of the District Board elected by the Federal land bank associations, production credit associations, and borrowers at large. Finally, the regulation provides that the Special Committee proposal and each individual merger plan, together with disclosure material, shall be submitted to the FCA not later than 90 days prior to the scheduled stockholder votes. In addition, the stockholder votes shall be scheduled to occur not later than 90 days prior to the effective date of the merger, which, in any event, shall not be later than July 5, 1989. 

In accordance with 5 U.S.C. 553 (b) and (c), the FCA finds that additional public comments prior to the effective date of this regulation would be impracticable and contrary to the public interest. The FCA Board considered all of the public comments received in response to the Advance Notice of Proposed Rulemaking relating to the implementation of section 412 of the 1987 Act. In light of the statutory requirement for the formation of the Special Committee, any delay in the effective date of the regulation would delay the selection of directors to the Special Committee and prevent the committee from commencing its work in a timely fashion. For the same reasons, the FCA Board finds, in accordance with section 5.17(c)(2) of the Farm Credit Act of 1971, as amended, that an emergency exists which requires that these regulations be effective prior to the expiration of the 30-day congressional review period.  

List of Subjects in 12 CFR Part 611 

Agriculture, Banks, banking, Organizations and functions (Government agencies), Rural areas.  

For the reasons stated in the preamble, Part 611 of Chapter VI, Title 12, of the Code of Federal Regulations is amended as follows: 

PART 611 -- ORGANIZATION 

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

Authority: Secs. 1.3, 1.13, 2.0, 2.10, 3.0, 4.12, 5.9, 5.10, 5.17; 12 U.S.C. 2011, 2031, 2071, 2091, 2121, 2183, 2243, 2244, 2252; Sec. 412 of Pub. L. 100-233.  

2. Part 611, Subpart J is revised to read as follows: 

Subpart J -- Merger and Reorganization Proposals Required by the Agricultural Credit Act of 1987 

§  611.1140 Consolidation of Farm Credit Banks. 
 
(a) In accordance with section 412 of the Agricultural Credit Act of 1987, representatives of each Farm Credit Bank Board are required to participate in the development of a proposal under which the stockholders of each or some of such banks will vote on merger plans. The proposal may provide for mergers of Farm Credit Banks that will result in the reduction in the number of Farm Credit Banks to no less than six such banks.  

(b)(1) For the purpose of developing the merger proposal for the Farm Credit Banks and the individual merger plans, there will be established not later than July 5, 1988, a Special Committee on the Merger of Farm Credit Banks. The Special Committee shall be composed of one director from the board of directors of each Farm Credit Bank and the members of the Farm Credit System Assistance Board. The Special Committee shall elect a chairman from among its members.  

(2) The Board of Directors of each Farm Credit Bank shall elect its representative to the Special Committee by majority vote from among its members. In those districts where the Farm Credit Bank will not have its first board of directors' meeting prior to July 5, 1988, the Special Committee member shall be elected prior to such date by the members of the District Board elected by the Federal land bank associations, production credit associations and borrowers at large. Each board of directors shall also elect an alternate member of the Special Committee who shall attend meetings and vote on matters when the principal representative is unable to attend.  

(c) The proposal developed by the Special Committee may include one or more merger plans involving two or more Farm Credit Banks. Upon approval of the entire proposal by a majority of the members of the Farm Credit System Assistance Board and approval of any merger plan contained in the proposal by the Special Committee representatives of the banks involved in such merger, the merger plans shall be submitted to the stockholders of the banks involved.  

(d) The proposal of the Special Committee and each merger plan, together with the disclosure materials, shall be submitted to the Farm Credit Administration for approval not later than 90 days prior to the scheduled date for the stockholder votes for each merger involved. The stockholder votes shall be scheduled to occur not later than 90 days prior to the effective date of the merger, which shall not be later than July 5, 1989.  

Dated: May 4, 1988.  

David A. Hill, 

Secretary, Farm Credit Administration Board.  
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