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Funding and Fiscal Affairs, Loan Policies and Operations, and Funding Operations; Management of Investments;
Liquidity; Interest Rate Risk; Eligible Investments

 
ACTION: Proposed rule; comment period extension.  

[bookmark: _GoBack]SUMMARY: On December 18, 1991, the Farm Credit Administration (FCA) published for comment proposed regulations that would govern the investment activities, liquidity reserve requirements, and interest rate risk management practices at Farm Credit System (FCS or System) banks. See 56 FR 65691 (Dec. 18, 1991). The comment period expired on February 18, 1992. In order to allow affected organizations additional time to respond, the FCA extends the comment period until May 1, 1992, and invites public comment on the impact of the proposed regulations on economic growth.  

DATES: Comments should be received on or before May 1, 1992.  

ADDRESSES: Comments may be mailed or delivered (in triplicate) to Jean Noonan, 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:  
   
Michael J. LaVerghetta, Senior Financial Analyst, Technical Support Division, Office of Examination, Farm Credit Administration, McLean, VA 22102-5090, (703) 883-4231, TDD (703) 883-4444, or  
   
Richard Katz, Senior Attorney, Regulatory and Legislative Law Branch, Office of General Counsel, Farm Credit Administration, McLean, VA 22102-5090 (703) 883-4020, TDD (703) 883-4444.  

SUPPLEMENTARY INFORMATION: On December 18, 1991, the FCA published proposed regulations in the Federal Register that would allow each System bank to hold specified eligible investments, in an amount not to exceed 20 percent of its total outstanding loans for: (1) Maintaining a liquidity reserve; (2) investing short-term surplus funds; and (3) reducing interest rate risk. The FCA also proposed to strengthen existing regulations that require each board of directors to adopt investment policies and procedures that ensure that the bank conducts its investment activities in a safe and sound manner. Furthermore, proposed § 615.5134 would establish a liquidity reserve requirement for all FCS banks, while proposed § 615.5135 would require System banks to follow certain procedures for measuring and managing interest rate risk. Section 615.5140 of the proposed regulations would expand the list of eligible investments and require System banks to diversify their investment portfolios. Finally, § 615.5142 of the proposed regulations would require System banks to divest of investments that do not comply with proposed § 615.5140 within a certain period of time. The comment period for these proposed regulations expired on February 18, 1992.  

On January 30, 1992, the President of the United States unveiled an initiative for economic growth. The President's initiative requires Federal agencies to review their regulations during a 90-day period in order to: (1) Identify those regulations which impede economic growth; and (2) accelerate action on those regulations that promote growth. The President's initiative establishes five criteria for evaluating the impact of a regulation upon economic growth. First, the expected benefits of the regulation to society should clearly outweigh its costs. Second, the regulation should be fashioned to maximize the net benefits to society. Third, the regulation should rely, to the maximum extent possible, on performance standards instead of prescriptive command-and-control requirements. Fourth, the regulation should, to the maximum extent possible, rely upon market mechanisms. Finally, the regulation should be expressed with clarity and certainty to guide regulated entities, and it should be designed to avoid needless litigation.  

The FCA, as an independent agency in the executive branch of the United States government, is not required to comply with the President's initiative. Nevertheless, the FCA will voluntarily conduct a review of pending regulations. The FCA solicits public comment on the impact of proposed §§ 615.5131 through 615.5142 in light of the President's initiative, and accordingly, the agency extends the comment period until May 1, 1992. The FCA requests that commentors specifically discuss the above-listed five criteria in the President's initiative as they evaluate the impact of the proposed regulations on economic growth.  

Dated: February 27, 1992.  

Curtis M. Anderson,  

Secretary, Farm Credit Administration Board.  
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