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FARM CREDIT ADMINISTRATION

12 CFR Part 611

Organization 


ACTION: Interim rule with request for comments.  

SUMMARY: The Farm Credit Administration (FCA) Board adopts interim regulations and requests comments thereon, relating to the operation of receiverships of Farm Credit System (System) institutions. The interim regulations implement provisions of the Agricultural Credit Act of 1987 (1987 Act), by providing for the protection of equities owned by System borrowers during a receivership, permitting receivers to issue preferred stock to the Farm Credit System Financial Assistance Corporation, and making certain technical changes which eliminate any confusion regarding the implementation of joint and several liability on Systemwide and consolidated obligations.  

DATES: This regulation is effective May 20, 1988. Written comments must be received on or before June 23, 1988.  

ADDRESSES: Submit comments (in triplicate) in writing to Anne E. Dewey, General Counsel, Farm Credit Administration, 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: Gary L. Norton, Office of General Counsel, Farm Credit Administration, McLean, Virginia 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 (System) institutions. On April 5, 1988, the FCA Board approved proposed regulations which implemented the new reorganization authorities of System institutions. The proposed regulations were provided to the appropriate committees of the House of Representatives and the Senate for a 30-day review period in accordance with section 5.17 of the Farm Credit Act of 1971, as amended (1971 Act) and were published in the Federal Register on May 12, 1988. (53 FR 16934). 

Among the proposed regulations published on May 12, 1988 were proposed amendments to 12 CFR 611.1162(c), 611.1167(d), 611.1172(c) and 611.1174(f), which provide the authority under which receivers of System institutions can retire "eligible borrower stock" of an institution in receivership, in accordance with the provision in the section 4.9A(c) of the Farm Credit Act of 1971, as amended. The proposed regulations would also delete the provisions of §  611.1174(c) relating to the procedures for the assignment of joint and several liability on consolidated and systemwide notes and bonds when a System bank is placed in receivership. The FCA Board determined that these procedures were superseded by the provisions of section 4.4 of the 1971 Act, as amended by the 1987 Act. The proposed regulations also clarified the authority of a receiver to issue preferred stock to the Financial Assistance Corporation in accordance with Title VI of the 1971 Act. 

The FCA Board has recently taken the action of placing a Federal land bank and a Federal land bank association in receivership. In light of this action the FCA Board determined that it is necessary to adopt these amendments as an interim regulation in order to avoid any confusion or uncertainty as to the legal requirements applicable to receiverships. The interim regulations implement express requirements of amendments made by the 1987 Act and neither expand nor restrict those requirements. Accordingly, the FCA Board adopts these amendments as an interim regulation with an effective date of May 20, 1988 and a 30-day comment period. 

In accordance with 5 U.S.C. 553(b) and (c), the FCA Board finds that additional public comments prior to the effective date of this interim regulation would be impracticable and contrary to the public interest. The FCA Board considered all of the comments received in response to the Advance Notice of Proposed Rulemaking relating to the implementation of the new reorganization authorities contained in the 1987 Act. In light of the statutory requirements relating to joint and several liability and the requirement that borrower stock be protected in accordance with section 4.9A of the 1971 Act, as amended, and the appointment of a receiver for two institutions, the FCA Board determined that any delay in the effective date of this regulation could create uncertainty as to the exact scope and effect of these statutory rights and procedures which could be detrimental to the operations of System institutions and the confidence of their member/borrowers. For the same reasons, the FCA Board finds that, in accordance with section 5.17(c)(2) of the 1971 Act, 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, Organization 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 to read 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.  

Subpart L -- Liquidation of Associations 

2. Section 611.1162 is amended by adding new paragraph (c) to read as follows: 

§  611.1162 Preservation of Equity. 

* * * * * 

(c) Notwithstanding (a) and (b) of this section, eligible borrower stock shall be retired in accordance with section 4.9A of the Act. 

3. Section 611.1166 is amended by adding a new paragraph (d) to read as follows: 

§  611.1166 Priority of Claims. 

* * * * * 

(d) Notwithstanding this section, eligible borrower stock shall be retired in accordance with section 4.9A of the Act. 

Subpart M -- Liquidation of Banks 

4. Section 611.1172 is amended by adding new paragraphs (c) and (d) to read as follows: 

§  611.1172 Preservation of Equity. 

* * * * * 

(c) Notwithstanding paragraphs (a) and (b) of this section, eligible borrower stock shall be retired in accordance with section 4.9A of the Act. 

(d) Nothing in this section shall affect the authority of a bank in receivership to issue preferred stock in accordance with Title VI of the Act. 

5. Section 611.1174 is amended by removing paragraph (c); by redesignating paragraphs (d), (e) and (f) as paragraphs (c), (d), and (e), respectively; newly redesignated paragraph (d) is amended by removing references to "(d)" and adding in their place, "(c)"; by revising paragraph (c)(5); and by adding new paragraph (f) to read as follows: 

§  611.1174 Creditors Claims and Priority of Claims. 

* * * * * 

(c) * * * 

(5) All claims of holders of consolidated and Systemwide bonds and claims of the other System banks arising from their payments pursuant to section 4.4 of the Act. 

* * * * * 

(f) Notwithstanding this section, eligible borrower stock shall be retired in accordance with section 4.9A of the Act.  

Date: May 20, 1988. 

David A. Hill, 

Secretary, Farm Credit Administration Board. 
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