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Funding and Fiscal Affairs, Loan Policies and Operations, and Funding Operations


ACTION: Suspension of rule.  

SUMMARY: The Farm Credit Administration (FCA), by the Farm Credit Administration Board (Board), adopts a temporary suspension, through December 31, 1994, of certain provisions of the regulations governing the computation of permanent capital ratios of Farm Credit System (System) institutions. The effect of the suspension is to allow Farm Credit Banks and direct lender associations through the end of 1994 to determine by agreement whether, and to what extent, an association's investment in a Farm Credit Bank is considered as part of the association's permanent capital for the purpose of computing the permanent capital ratio.  

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

FOR FURTHER INFORMATION CONTACT:  
   
Robert S. Child, Policy Analyst, Office of Examination, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4498, TDD (703) 883-4444, or  
   
Rebecca S. Orlich, Senior Attorney, Office of General Counsel, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4020, TDD (703) 883-4444.  

[bookmark: _GoBack]SUPPLEMENTARY INFORMATION: On May 14, 1992, the FCA Board adopted a proposal to suspend, for a period of 2 years, certain provisions of FCA regulation § 615.5210(d) governing the computation of permanent capital ratios of Farm Credit System (System) banks and associations. See 57 FR 26788 (June 16, 1992). Specifically, those provisions are:  
   
1. Paragraph (d)(2)(i) 

This provision states that, until January 1, 1993, each Farm Credit Bank shall, with the agreement of a majority of the direct lender associations in its district, adopt a districtwide plan specifying a percentage allocation of an association's investment in the bank between the bank and the association. The bank and associations are permitted to amend the plan each year. In the event that the bank and the associations are unable to reach agreement on the allocation, the direct lender associations' investments are required to be allocated 20 percent to the bank and 80 percent to the associations. In this provision, only the phrase "until January 1, 1993," was proposed to be suspended.  
   
 2. Paragraph (d)(2)(ii)  

This provision states that, beginning January 1, 1993, and thereafter, all equities of a Farm Credit Bank that were purchased by direct lender associations must be allocated to the bank. This provision was proposed to be suspended in its entirety.  
   
3. Paragraph (d)(2)(iii)  

This provision requires equities of a Farm Credit Bank allocated to direct lender associations to be counted as permanent capital at the Farm Credit Bank and deducted from the capital of the direct lender associations, and sets forth a phase-in period for such requirement. The phase-in period commences on January 1, 1993 and specifies for each year until 1998 the minimum percentage of bank equities allocated to the association that must be counted as bank capital and deducted from association capital. In 1993, associations are permitted to count up to 100 percent of the bank equities allocated to the association; the permissible allocation to the association decreases by 20 percentage points each following year until 1998. In 1998 and thereafter, all of the bank equities allocated to the association as a distribution of earnings must be counted by the bank and deducted from association capital. This provision was proposed to be suspended in its entirety.  

During the proposed suspension period, other provisions of the regulation would remain in effect. This means that a Farm Credit Bank, with the agreement of a majority of the direct lender associations in its district, could adopt a districtwide plan specifying that a percentage of the direct lender association's investment in the bank could be counted as association capital for the purpose of computing the permanent capital ratio. In the absence of such an agreement, 20 percent of the associations' investment in the bank would be counted by the bank, and 80 percent would be counted by the associations.  

The FCA received comments from the Farm Credit Council (FCC) on behalf of its member Farm Credit Banks, the Federal Intermediate Credit Bank of Jackson, and direct lender associations, and from 10 System institutions. The commentors unanimously supported the proposed suspension of the regulations. In addition, most commentors expressed their opinion that the 2-year suspension should be made permanent -- i.e., that the regulations in question should be revoked rather than merely suspended. Several commentors commented that a temporary suspension of the regulation for only 2 years would not provide System institutions with an adequate basis upon which to make long-term capital and business plans. 

The Board understands the needs of System institutions to be able to make long-term plans and is aware that a temporary suspension will not have the same effect as a withdrawal. The Board is committed to moving forward with a reconsideration of the regulation to address System concerns. For System institutions' planning and convenience purposes, the Board has decided to extend the suspension period through December 31, 1994, to coincide with the end of a calendar year. This extension would result in a suspension period of approximately 26 to 27 months.  

As was stated in the supplementary information to the proposed suspension, the Board intends during the suspension period to re-examine the computation issue in light of System concerns and to propose amendments to the capital regulations to address those concerns as soon as practicable. The Board fully appreciates the concerns of commentors that the existing phase-in period as set forth in § 615.5210(d)(2) could not practicably be reinstated at the end of the suspension period and will address these concerns in the course of the review.  

Some of the comments received pertained to the substance of the capital regulations,which is beyond the scope of the proposed suspension on which the FCA solicited comments. These comments are not addressed here but will be considered by the FCA in its re-examination of and proposed revisions to the capital adequacy regulations.  
   
List of Subjects in 12 CFR Part 615  

Accounting, Agriculture, Banks, Banking, Government securities, Investments, Rural areas.  

For the reasons stated in the preamble, the following provisions of part 615 of chapter VI, title 12 of the Code of Federal Regulations are hereby suspended through December 31, 1994:  

PART 615 -- FUNDING AND FISCAL AFFAIRS, LOAN POLICIES AND OPERATIONS, AND FUNDING OPERATIONS  

1. The authority citation for part 615 continues to read as follows:  

Authority: Secs. 1.5, 1.11, 1.12, 2.2, 2.3, 2.4, 2.5, 2.12, 3.1, 3.7, 3.11, 3.25, 4.3, 4.9, 4.14B, 4.25, 5.9, 5.17, 6.20, 6.26 of the Farm Credit Act; 12 U.S.C. 2013, 2019, 2020, 2073, 2074, 2075, 2076, 2093, 2122, 2128, 2132, 2146, 2154, 2160, 2202b, 2211, 2243, 2252, 2278b, 2278b-6; sec. 301(a) of Pub. L. 100-233, 101 Stat. 1568, 1608.  

§ 615.5210 [Amended]  

2. Section 615.5210 is amended by suspending, through December 31, 1994, the phrase "until January 1, 1993," in paragraph (d)(2)(i); and paragraphs (d)(2)(ii) and (d)(2)(iii) in their entirety.  

Dated: August 13, 1992.  
   
Curtis M. Anderson, 

Secretary, Farm Credit Administration Board.  

[FR Doc. 92-20152 Filed 8-21-92; 8:45 am]  
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