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Organization; Director Compensation


ACTION: Proposed rule.  

SUMMARY: The Farm Credit Administration (FCA) by the Farm Credit Administration Board (Board) proposes to amend § 611.400 so that it conforms with the Farm Credit Act of 1971 (1971 Act) as amended by the Agricultural Credit Technical Corrections Act of 1988 (1988 Act).  n1 The proposed amendment to § 611.400 would authorize Farm Credit System (FCS) banks to pay their directors fair and reasonable compensation that does not exceed the amount set forth in section 4.21 of the 1971 Act, as amended. The proposed regulation would also require FCS banks to identify the amount of reimbursement that directors receive for travel, subsistence, and other related expenses separately from cash compensation in annual disclosures to shareholders and reports to the FCA.  

   n 1 Pub. L. No. 100-399, 102 Stat. 989 (1988).  

DATES: Comments should be received on or before July 16, 1992.  

ADDRESSES: Comments may be mailed or delivered (in triplicate) to Jean Noonan, General Counsel, Office of 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: Linda C. Sherman, Senior Credit Specialist, Policy and Risk Analysis Division, Office of Examination, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4498, TDD (703) 883-4444, or Richard A. Katz, Senior Attorney, Regulatory and Legislative Law Division, Office of General Counsel, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4020, TDD (703) 883-4444.  

SUPPLEMENTARY INFORMATION:  

In August 1988, Congress amended the 1971 Act to: (1) Limit the compensation paid to a bank director to $15,000 per annum; n2 and (2) abolish the district boards.  n3 The FCA now proposes to amend § 611.400 n4 so it conforms with the 1971 Act, as amended by the 1988 Act. Accordingly, the FCA proposes to delete the provision in current § 611.400(b)(2) that prohibits FCS banks from paying directors more than $200 per day. Instead, proposed § 611.400(b)(2) would authorize FCS banks to pay their directors compensation in an amount that does not exceed the limit set by the 1971 Act, as amended. Proposed technical amendments to § 611.400 include: (1) Replacing the terms "district board" and "district directors" with "bank board" and "bank directors" respectively throughout the regulation; and (2) changing the reference to the 1971 Act in § 611.400(a) from "section 5.5" to "section 4.21."  

n 2 Section 414 of the 1988 Act, which added section 4.21 to the 1971 Act.  

n 3 Section 409 of the 1988 Act repealed sections 5.1 through 5.6 of the 1971 Act.  

n 4 See 52 FR 36012, (September 25, 1987), as redesignated and amended at 53 FR 50381, (December 15, 1988).  

The FCA also proposes to add a new paragraph (c)(6) to § 611.400 which would require each bank to distinguish the reimbursement of travel, subsistence, and other related expenses incurred by a director from cash compensation paid to the director, both in disclosures to shareholders pursuant to § 620.5(i)(1), n5 and in reports to the FCA. While the bank is not required to include travel, subsistence, and other related expenses as an element of total compensation for the purposes of computing the maximum compensation allowed by statute, such reimbursable expenses should be reasonable and well documented. Proposed § 611.400(c)(6) would ensure that any party reviewing the annual compensation figures will be able to clearly identify the various components of director compensation paid during the year. Currently, all forms of director compensation are reported in a lump sum in each FCS bank's call report to the FCA. The FCA is withdrawing its proposed rule that was published at 52 FR 43081 (November 9, 1987) because FCS banks are currently required by § 620.5(i)(1) to disclose director compensation to their shareholders.  

n 5 See 56 FR 29412 (June 27, 1991), as corrected at 56 FR 42649 (August 28, 1991).  

The FCA has not made any other substantive changes to the remainder of § 611.400, but the agency proposes several technical changes in order to provide greater clarity and consistency in this regulation. Accordingly, the FCA continues to believe that it is necessary for FCS banks to develop written policies and maintain records documenting all compensation and expense allowances paid to directors by each board. Furthermore, the proposed regulation would continue to prohibit any FCS bank from compensating a director for rendering services to an FCS association, a service corporation, the Federal Farm Credit Banks Funding Corporation, or a cooperative of which the director is a member, or for performing other assignments of a nonofficial nature.  
   
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.  

For the reasons stated in the preamble, part 611 of chapter VI, title 12, of the Code of Federal Regulations is proposed to be 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, 3.21, 4.12, 4.15, 5.9, 5.10, 5.17, 7.0-7.13, 8.5(e) of the Farm Credit Act; 12 U.S.C. 2011, 2021, 2071, 2091, 2121, 2142, 2183, 2203, 2243, 2244, 2252, 2279a-2279f-1, 2279aa-5(e); secs. 411 and 412 of Pub. L. 100-233; secs. 409 and 414 of Pub. L. 100-399.  

Subpart D -- Rules for Compensation of Board Members  

2. Section 611.400 is amended by removing the words, "district directors" and adding in their place, "bank directors" in paragraph (b) introductory text and paragraph (b)(2); by removing the words, "$200 per day" and adding their place, "limits established by the Farm Credit Act of 1971, as amended" in paragraph (b)(2); by adding the words "travel, subsistence, and other related" after the word "for" in paragraph (b)(3); by removing the words "and subsistence" and adding in their place, the words", subsistence, and other related" in paragraph (b)(5); by removing the words "district board" and adding in their place, the words "bank board" each place it appears in paragraphs (b) introductory text and (c) introductory text; by revising paragraph (a); and by adding a new paragraph (c)(6) to read as follows:  

§ 611.400 Compensation of Bank Board members.  

(a) Farm Credit banks are authorized to pay, in accordance with section 4.21 of the Farm Credit Act of 1971, as amended, fair and reasonable compensation to directors for services performed in an official capacity. No Farm Credit bank shall compensate any director for rendering services on behalf of any other Farm Credit institution or a cooperative of which the director is a member, or for performing other assignments of a nonofficial nature.  
   
 * * * * *  

(c) * * *  

(6) Such compensation shall be disclosed to shareholders on an annual basis, in compliance with § 620.5(i)(1) of this chapter. Such disclosure, and any requisite reporting to the Farm Credit Administration shall identify cash compensation paid to directors separately from the reimbursement of travel, subsistence, and other related expenses paid to each director.  

Dated: June 10, 1992.  
   
Curtis M. Anderson,  

Secretary, Farm Credit Administration Board.  
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