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FARM CREDIT ADMINISTRATION

12 CFR Part 611

Organization 


ACTION: Final rule.  

SUMMARY: The Farm Credit Administration (FCA) Board adopts as final an interim regulation which implements the provisions of section 412 of the Agricultural Credit Act of 1987 (1987 Act) Pub. L. 100-233. The final regulation provides 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 August 5, 1988.  

FOR FURTHER INFORMATION CONTACT: 

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

SUPPLEMENTARY INFORMATION: On May 11, 1988, the FCA Board adopted an interim regulation (53 FR 16695) and requested public comments thereon, which implemented provisions of the 1987 Act relating to the creation of a Special Committee to develop a proposal for the merger or consolidation of the Farm Credit Banks. The interim regulation set 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 interim regulation clarified that the proposal of the Special Committee may include individual merger plans involving two or more Farm Credit Banks. The interim regulation also provided that the Special Committee proposal and each individual merger plan, together with disclosure material, must be submitted to the FCA not later than 90 days prior to the effective date of the merger, which, in any event, must not be later than July 5, 1989. 

The FCA received comments only from the Special Committee. The Special Committee expressed the view that the regulation improperly and unnecessarily accelerates the times at which various steps must be accomplished. The Committee commented that although the 1987 Act requires that the consolidation proposals be developed not later than six months after the Special Committee's formation, the 1987 Act does not require that each proposed merger plan and accompanying disclosure materials be submitted to the FCA at that time. The Committee also stated that while the 1987 Act requires that stockholder votes be conducted by July 5, 1989, it does not require that the mergers be effective by that date. The Special Committee felt that the timeframes in the interim regulation, which require all documents to be submitted to the FCA by January 7, 1989 would not allow for comprehensive study and evaluation of potential mergers and financial viability of the resultant entities. The Special Committee recommended that the interim regulation be modified to provide for a two-step FCA approval process whereby the proposal for consolidation would be approved by January 7, 1989, and the individual consolidation plans and disclosure materials would be approved at a later time that would permit a vote of stockholders to occur by July 5, 1989. They further requested that the interim regulation be modified to permit the effective date of the mergers to take place not later than January 1, 1990. 

Upon careful consideration of the comments, the FCA Board has determined that the regulation will be amended to provide for stockholder votes to occur not later than July 5, 1989, and to permit the effective date of any merger to be delayed until not later than January 1, 1990. The Board agrees that in light of the potential complexity involved in analyzing the relevant issues, preparing the required documents, and providing sufficient time for implementation of statutorily mandated review requirements, it would be prudent to provide all parties involved with the maximum flexibility in scheduling as is possible. However, the FCA Board is concerned that while there are several benefits to a 6-month delay in the effective date of a merger, such a delay is not without risks. Accordingly, the final regulation has been amended to authorize the merger to be effective not later than January 1, 1990, but to require that if the proposed effective date is more than two months after the merger vote, the institutions involved must agree on the implementation of procedures and controls that will safeguard each institution's respective interests during the interim period.

The FCA has modified the timeframe for submission of the Special Committee proposal and each individual merger plan, together with disclosure material, to allow the Special Committee additional preparatory time. The final regulation requires the above submissions to be forwarded to the FCA not later than 120 days prior to the scheduled stockholder votes, which would, when considered in conjunction with the amended timeframe for the scheduled stockholder votes, be approximately two months later than required by the interim regulation. 

The FCA Board does not agree that a two-stage approval process would materially enhance either the study and evaluation of potential mergers and their related financial viability, or the review and analysis of the subsequent proposal submitted. The FCA Board believes that sufficient time for a meaningful exchange of preliminary information between the Special Committee and the FCA will be afforded by the modified timeframes contained in the final regulation; and that a mutually substantive use of that time by the Special Committee and the FCA would obviate the need for any segmentation of the process for gaining the FCA's approval. 

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 Act and in response to the interim regulation. In light of the statutory requirements relating to the completion of the Special Committee work, any delay in the effective date of the final regulation could prevent the Special Committee from completing its work in a timely fashion. For the same reasons, the FCA Board finds, in accordance with section 5.17(c)(2) of the Act, 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. 

[bookmark: _GoBack]Accordingly, the interim rule amending 12 CFR Part 611 which was published at 53 FR 16695 on May 11, 1988 is adopted as a final rule with the following changes: 

PART 611 -- ORGANIZATION 

1. The authority citation for Part 611 continues 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. Section 611.1140 is amended by revising paragraph (d) and adding a new paragraph (e) 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. 

* * * * * 

(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 120 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 July 5, 1989, and the effective dates of the mergers shall not be later than January 1, 1990. 
(e) If the proposed effective date of the merger is scheduled to occur more than 60 days after the stockholder vote, the boards of directors of the Farm Credit Banks involved shall enter into an agreement in connection with their approval of the merger agreement. The agreement shall contain adequate procedures and approval requirements that will govern the activities of the banks involved during the interim period between an affirmative stockholder vote and the effective date of the merger. 
 
Dated: July 29, 1988. 

David A. Hill, 

Secretary, Farm Credit Administration Board. 
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