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Presidential Documents

Title 3—
The President

Executive Order 12352 of March 17, 1982

Federal Procurement Reforms

By the authority vested in me as President by the Constitution and laws of the
United States of America, and in order to ensure effective and efficient
spending of public funds through fundamental reforms in Government procure-
ment, it is hereby ordered as follows:

Section 1. To make procurement more effective in support of mission accom-
plishment, the heads of executive agencies engaged in the procurement of
products and services from the private sector shall:

(a) Establish programs to reduce administrative costs and other burdens
which the procurement function imposes on the Federal Government and the
private sector. Each program shall take into account the need to eliminate
unnecessary agency procurement regulations, paperwork, reporting require-
ments, solicitation provisions, contract clauses, certifications, and other ad-
ministrative procedures. Private sector views on needed changes should be
solicited as appropriate;

(b) Strengthen the review of programs to balance individual program needs
against mission priorities and available resources;

(c) Ensure timely satisfaction of mission needs at reasonable prices by
establishing criteria to improve the effectiveness of procurement systems;

(d) Establish criteria for enhancing effective competition and limiting noncom-
petitive actions. These criteria shall seek to improve competition by such
actions as eliminating unnecessary Government specifications and simplifying
those that must be retained, expanding the purchase of available commercial
goods and services, and, where practical, using functionally-oriented specifi-
cations or otherwise describing Government needs so as to permit greater
latitude for private sector response;

(e) Establish programs to simplify small purchases and minimize paperwork
burdens imposed on the private sector, particularly small businesses;

(f) Establish administrative procedures to ensure that contractors, especially
small businesses, receive timely payment;

(g) Establish clear lines of contracting authority and accountability;

(h) Establish career management programs, covering the full range of person-
nel management functions, that will result in a highly qualified, well managed
professional procurement work force; and

(i) Desigpate a Procurement Executive with agency-wide responsibility to
oversee development of procurement systems, evaluate system performance in
accordance with approved criteria, enhance career management of the pro-
curement work force, and certify to the agency head that procurement systems
meet approved criteria.

Sec. 2, The Secretary of Defense, the Administrator of General Services, and
the Administrator for the National Aeronautics and Space Administration
shall continue their joint efforts to consolidate their common procurement
regulations into a single simplified Federal Acquisition Regulation (FAR) by
the end of calendar year 1982,

Sec. 3. The Director of the Office of Personnel Management, in consultation
with the heads of executive agencies, shall ensure that personnel policies and
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classification standards meet the needs of executive agencies for a pro-
fessional procurement work force.

Sec. 4. The Director of the Office of Management and Budget, through the
Office of Federal Procurement Policy as appropriate, shall work joiatly with
the heads of executive agencies to provide broad policy guidance and overall
leadership necessary to achieve procurement reform, encompassing:

(a) Identifying desirable Government-wide procurement system criteria, such
as minimum requirements for training and appointing contracting officers;

(b) Facilitating the resolution of conflicting views among those agencies
having regulatory authority with respect to Government-wide procurement
regulations;

(c) Assisting executive agencies in streamlining guidance for procurement
processes;

(d) Assisting in the development of criteria for procurement career manage-
ment programs;

(e) Facilitating interagency coordination of common procurement reform
efforts;

(f) Identifying major inconsistencies in law and policies relating to procure-
ment which impose unnecessary burdens on the private sector and Federal
procurement officials; and, following coordination with executive agencies,
submitting necessary legislative initiatives for the resolution of such inconsis-
tencies; and

(g) Reviewing agency implementation of the provisions of this Executive Order
and keeping me informed of progress and accomplishments.

THE WHITE HOUSE,
March 17, 1982.
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Presidential Documents

Proclamation 4910 of March 18, 1982

National Agriculture Day, 1982

By the President of the United States of America

A Proclamation

The production, distribution, and preservation of America’s food and fiber
supply is basic to this nation’s economic, physical, and social well-being.

American agriculture has achieved a record of productivity unmatched by any
other food and fiber system on earth. In 1820, a farmer in this country
produced enough food to feed himself and three other persons. By 1940, that
same farmer was feeding himself and eleven other people. Today a single
American farmer is capable of satisfying the food requirements of seventy-
seven individuals—a sevenfold increase in the course of forty years. This
quantum leap in the productivity of our agricultural community makes it
possible for the United States to respond to the demands of a burgeoning
international population without imposing unnecessarily high food prices on
American consumers.

The contributions of this nation's agricultural sector are not limited to its
capacity to produce a plentiful supply of food. Once agricultural commodities
leave the farmgate, they generate economic activity which creates job oppor-
tunities for 19 million nonfarm workers. The success of our farmers in
marketing their production abroad has enabled this nation to sharply reduce
its balance of trade deficit and to pay for its energy imports. Our farmers are
the critical link in a food production chain that consistently yields the most
wholesome and varied range of foodstuffs known to man. In addition, the farm
community enhances our quality of life by helping preserve the family and the
individual as meaningful components of modern American society.

To recognize agriculture's contribution to the nation and create a better
understanding of each person’s stake in a reliable food and fiber supply, the
97th Congress has by S.J. Res. 148 proclaimed March 18, 1982, as National
Agriculture Day. : .

NOW, THEREFORE, 1, RONALD REAGAN, President of the United States of
America, do hereby call upon the people of the United States to observe
Thursday, March 18, 1982, as National Agriculture Day with appropriate
ceremonies and activities.

IN WITNESS WHEREOF, I have hereunto set my hand this 18th day of March,
in the year of our Lord nineteen hundred and eighty-two, and of the Independ-
ence of the United States of America the two hundred and sixth.

it







12129

Rules and Regulations

Federal Register
Vol. 47, No. 55
Monday, March 22, 1882

This section of the FEDERAL REGISTER
contains regulatory documents: having
general applicability and legal effect, most
of which are keyed to and codified in
the Code of Federal Regulations, which is
published under 50 titles pursuant to 44
U.S.C. 1510.

The Code of Federal Regulations is sold
by the Superintendent of Documents.
Prices of new books are listed in the
first FEDERAL REGISTER issue of each
month.

—— - —

DEPARTMENT OF JUSTICE

Immigration and Naturalization
Service

8 CFR Parts 204, 212, 214, 223, 237,
242, 245, 248, and 265

Aliens and Naticonality; Immigration
and Nationality Act Amendments of
1881

AGENCY: Immigratior; and Naturalization
Service, Justice.

ACTION: Interim rule with request for
comments.

sUMMARY: These rule changes are
necessitated by the enactment of the
Immigration and Nationality Act
Amendments of 1981. The changes to
these rules are intended to improve the
efficiency of the Service through
elimination of unnecessary paperwork
and to provide remedial and technical
changes to existing regulations. The rule
is being published as an interim rule
with a request for comments so that the
amendments to the Service regulations
may be speedily enacted.

EFFECTIVE DATE: March 19, 1982. Dates:
Comments must be received on or
before April 22, 1982.

ADDRESSES: Please submit written
comments in duplicate to the
Commissioner of Immigration and
Naturalization, Room 7100, 425 Eye
Street, NW,, Washington, D.C. 20536.

FOR FURTHER INFORMATION CONTACT:
For General Information: Stanley J.
Kieszkiel, Acting Instructions Officer,
Immigration and Naturalization Service,
425 Eye Street, NW., Washington, D.C.
205386, Telephone: (202) 633-3048.

For Specific Information about Alien
Change of Status: Bert C. Rizzo,
Immigration Examiner, Immigration and
Naturalization Service, 425 Eye Street,

NW., Washington, D.C. 20536,
Telephone: (202) 633-3946.

For Specific Information about Alien
Admission and Exclusion: Edward F.
Burns, Immigration Inspector,
Immigration and Naturalization Service,
425 Eye Street, NW., Washingten, D.C.
20536, Telephone: (202) 633-3996.

SUPPLEMENTARY INFORMATION: The
following is a section by section
analysis of those regulations
implementing the provisions of Pub. L.
97-1186, 95 Stat. 1611, the "“Immigration
and Nationality Act Amendments of
1981", affecting the adjudication of
benefits and requiring corresponding
changes in the regulations contained in
Title 8, Code of Federal Regulations.

8 CFR 204.2(c)(7) is amended to reflect
that a child adopted under the age of
sixteen years, rather than under the age
of fourteen years, is considered a
“child” for the purposes of sections
101(b)(1)(E) and 101(b)(2) of the Act.
This change recognizes relationships
created by adoption of a child under the
age of sixteen years whether the
adoption occurred prior to or after
December 29, 1981, the effective date of
Pub. L. 97-118.

8 CFR 212.2(a)-{f) are revised to
remove the reguirement that an alien,
who was previously deported or
removed from the United States, must
obtain consent before applying for a
visa, admission, or change of status if
the alien has remained outside the
United States for more than five
successive years after the date of the
last deportation or removal. Section 4 of
Pub. L. 87-118 amends section 212(a)(17)
of the Act to remove the consent
requirement where the alien meets the
requisite period of absence from the
United States. :

8 CFR 212.7(b) is revised for technical
correction and to improve readability.
The Refugee Act of 1980, Pub. L. 96-212,
section 203 (94 Stat. 107) removed
conditional entrant status (formerly
section 203(a)(7)) from the Immigration
and Nationality Act. This revision
removes the reference to the former
subsection 203(a)(7) from the medical
waiver provisions of § 212.7(b).

8 CFR 212.10 is added to provide
waiver procedures under the new
section 212(k) of the Act which waives
certain technical defects in immigrant
visas which are not the fault of the alien
involved.

8 CFR 214.2(j)(2)(ii) is revised to
incorporate changes mandated by Pub.
L. 97-116: Section 212(j)(1) of the Act
sets forth the requirements which an
alien foreign exchange visitor must meet
in order to participate in a program of
graduate medical education and
training. Section 5 of Pub. L. 97-116 has
amended these requirements, including
section 212(1)(2)(A) of the Act, which
waives certain requirements if a
substantial disruption in health services
would result from an alien’s inability to
participate in a residency training
program. The “substantial disruption
waiver” provision, which was to expire
on December 31, 1981, was also
extended to December 31, 1983.

8 CFR 214.2(j)(3) is revised to show
that the Director of the International
Communication Agency is responsible
for notifying the Immigration and
Naturalization Service of the
cancellation of exchange of visitor
programs, Section 7(a)(8) of the
Reorganization Plan No. 2 of 1977 (81
Stat. 1637) transferred the ,
administration of the exchange visitor
program from the Secretary of State to
the Director, International
Communication Agency.

8 CFR Part 223 is revised to remove
any reference to extension of reentry
permits. Certain reentry permits already
issued may be revalidated by consular
or immigration officers for the maximum
period of two years. Section 223(b) of
the Act, as amended by section 6 of Pub.
L. 97-116, now provides that reentry
permits may be issued for a maximum
period of two years with no extension
beyond that time.

8 CFR Part 237.8 is added to set forth
the procedures to be followed regarding
excludable aliens. Section 7 of Pub. L.
97-116, 95 Stat. 1615, amended section
237 of the Act (8 U.S.C. 1227) dealing
with the deportation of excludable
aliens: Prior to amendment of section
237 of the Act, the law required an
exluded alien to be removed only to the
country “whence he came" to the United
States; if that country did not recognize
the alien’s right to be returned, there
was no authority to return the alien to
any other country, even the country of
the alien's nationality or, another
country willing to accept the alien.

The phrase ‘‘country whence he
came” in the former section 237(a) of the
Act has been interpreted both judicially
and administratively to mean the alien's
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last place of abode outside the United
States. In U.S. v. Holland, 231 F.2d 373~
376 (2d Cir. 1956) the court defined “the
country from whence an alien comes’ as
“* * * that country in which the alien
has a place of abode and which he
leaves with the intention of coming
ultimately to this country. This need not
be technically either a residence or
domicile * * * though no doubt it will in
fact often prove to be the country in
which the alien was last domiciled,”

The amendment to section 237 of the
Act eliminates the use of the confusing
term “whence he came” and provides
the Attorney General with the same
flexibility to remove excludable aliens
as is permitted under section 243(a) of
the Act dealing with aliens who have
entered the United States and are
subsequently deported.

The new § 237.6 of 8 CFR sets forth
the procedure to be followed under the
amended section 237 of the Act when an
excludable alien attempts to enter the
United States from a foreign contiguous
territory or any island adjacent to the
United States, and the alien is not a
native, citizen, subject, or national of, or
does not have a residence in the
adjacent territory. In such case, the alien
shall be deported to the country from
which the alien embarked for the
contiguous territory or island adjacent
to the United States.

Where the excludable alien cannot be
deported to the country of birth,
citizenship, nationality, or where last
embarked, then the alien may be
deported to any country willing to
accept the alien into its territory,
including the country contiguous to the
United States where there is a reciprocal
agreement between the United States
and the foreign contiguous territory to
accept the excluded alien.

In instances where the excludable
alien does not meet the citizenship,
native, citizen, subject, or national
definition, but where a reciprocal
agreement exists between the United
States and a foreign government to
accept excluded aliens, the rule defines
“residence in foreign contiguous
territory or adjacent islands" as being
satisfied by any physical presence in
contiguous territory where the foreign
government agrees under a reciprocal
agreement to take the alien back. For
example, there presently exists the
“Reciprocal Arrangement of 1949"
between Canada and the United States.
Under this arrangement, excludable
aliens may be returned to either Canada
or the United States with the consent of
the receiving country. It is clear from the
House Report to the 1981 amendments
(H.R. 97-264, October 2, 1981, at page 24)
that such existing arrangements

remained unaffected by the revisions to
section 237 of the Act. It is also clear
from the House Report that the
amendments were intended to facilitate
the deportation of excludable aliens.
Defining residence to allow return
authorized under a reciprocal agreement
is consistent with this interpretation,

This definition of residence for
purposes of section 237 of the Act does
not conflict with the definition of
residence contained in section 101(a)(33)
of the Act, 8 U.S.C. 1101(a)(33). That
section relates to residence for purposes
of the nationality provisions of Title III
of the Act. The section 101(a)(33)
definition was derived from the
Nationality Act of 1940, and reflected
the desire of Congress to codify the
judicial construction of the 1940 Act
contained in Savorgnan v. United
States, 338 U.S. 491 (1950). House Report
No. 1365 (1952).

8 CFR 242.8 is revised to make
technical corrections by updating the
references to pertinent sections of the
Act and by replacing the title “special
inquiry officer" with “immigration
judge.” Immigration judges are
authorized to decide applications under
sections 208, 212(k), 241(a)(11), 241(f), as
well as 244, 245, and 249 of the Act
during deportation and exclusion
proceedings. .

8 CFR 242,17 is amended by adding
new paragraph (d) which provides for
discretionary waiver of deportation by
an immigration judge under the new
§ 241(f) of the Act. Section 8 of Pub. L.
97-116 amended section 241(f) of the Act
to eliminate the mandatory waiver of
deportation for family members and
replaces it with a discretionary waiver.

8 CFR 245.1 is amended by adding
foreign medical graduates who qualify
for special immigrant classification
under section 101(a)(27)(H) of the Act to
the class of aliens who are exempt from
the provisions of section 245(c) of the
Act. For the purpose of qualifying for
adjustment of status as a special
immigrant under section 101(a)(27)(H) of
the Act, the term “continuously present”
is defined in 8 CFR 245.1(c) as including
applicants who make brief, temporary
trips abroad of 30 days or less. In
addition, the reference to conditional
entrants is removed from 8 CFR 245.1(a)
since this category was eliminated by
the Refugee Act of 1980 (Pub. L. 96-
212).

8 CFR 245.1(b) is revised to provide an
orderly arrangement of the categories of
aliens who are ineligible to apply for
adjustment of status to permanent
resident under section 245 of the Act.
This is a technical change to improve
the readability of section 245.1(b) of 8
CFR. !

8 CFR 245.1(c) is amended by adding
the provisions of Section 19 of Pub. L,
97-116 (95 Stat. 1621) relating to certain
nonpreference investors who are
exempted from the numerical limitations
contained in sections 201 and 202 of the
Act. Investors within this category must
have qualified as nonpreference
investors, and must have applied for
adjustment of status on or before June 1,
1978. In addition, the investment must
have resulted in the employment of at
least one U.S. citizen or permanent
resident other than the investor's spouse
or child.

8 CFR 245.3 is revised to add stricter
requirements for those foreign officials
who seek adjustment of status under
section 13 of the Act of September 11,
1957 (71 Stat. 842). Section 17 of Pub. L.
97-116 (95 Stat. 1619) amended the Act
of September 11, 1957 to further require
that the status of an alien diplomat
cannot be adjusted to permanent
residence status unless the alien has
shown compelling reasons :
demonstrating both that the alien is
unable to return to the country of
accreditation and that the adjustment
would be in the national interest of the
United States.

8 CFR 248.2 is amended to include
among the ineligible classes for any
change of nonimmigrant classification
under section 248 of the Act, any alien
classified as a nonimmigrant under
section 101(a)(15)(K) of the Act, and a
foreign medical graduate classified as a
nonimmigrant under section 101(a){15)(])
of the Act, who came to the United
States, or acquired such classification,
to receive graduate medical education or
training. It further provides that a J-1
(other than a foreign medical graduate)
who is subject to the foreign residence
requirement of section 212(e) of the Act
may change to classification under
section 101(a)(15)(A) or (G) of the Act;
or, if not subject to section 212(e) of the
Act, or if the residence requirement has
been waived, to change to any other
ncnimmigrant classification.

8 CFR 265.1 is amended to eliminate
the annual registration requirement for
permanent resident aliens who were
required to file Form I-53 each year;
however, they must continue to report
new addresses and changes of address
using Form AR-11, Aliens who are
nonimmigrants in lawful temporary
status shall continue to report their
addresses on Form AR-11 every three
months while residing in the United
States. While section 11 of Pub. L. 97—
116 removes the annual registration
requirement, it still retains the authority

- for the Attorney General, upon ten days

notice, to require any aliens, or class of
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aliens to report their current addresses
and other information as may be
required.

Compliance with 5 U.S.C. 553 as to
notice of proposed rulemaking and
delayed effective date is unnecessary
because the changes are mandated by
law and delay would be contrary to the
public interest.

In accordance with 5 U.S.C. 805(d), the
Commissioner of Immigration and
Naturalization certifies that this rule will
not have significant economic impact on
a substantial number of small entities.

This rule is not a major rule within the
meaning of section 1(b) of E.O. 12291.

Accordingly, Title 8 of the Code of
Federal Regulations is amended as
follows:

PART 204—PETITION TO CLASSIFY
ALIEN AS IMMEDIATE RELATIVE OF A
UNITED STATES CITIZEN OR AS A
PREFERENCE IMMIGRANT

1. In § 204.2, paragraph (c}(7) is
revised to read as follows:

§204.2 Documents.

" - * - -

(c) L B

(7) Relationship by adoption. If the
petitioner and the beneficiary are
related to each other by adoption, a
certified copy of the adoption decree
must accompany the petition.
Immigration benefits may be obtained
under 101(b)(1)(E) or 101(b)(2) of the Act
by virtue of an adoptive relationship if
the child was adopted while under the
age of sixteen and the child has been in
the legal custody of, and has resided
with, the adopting parent or parents for
at least two years. Legal custody must
occur after the adoption. Residence
occurring prior to the adoption will
satisfy the residence requirement, A
child adopted under the age of sixteen
years is a “child"” for purposes of
sections 101(b)(1)(E) and section
101(b)(2) of the Act.
(Secs. 103, 204, 66 Stat. 173, 179; sec. 2, Pub. L.
97-118, 95 Stat. 1611 (8 U.S.C. 1103, 1154))

PART 212—DOCUMENTARY
REQUIREMENTS: NONIMMIGRANTS;
WAIVERS; ADMISSION OF CERTAIN
INADMISSIBLE ALIENS; PAROLE

2.In § 212.2, a new paragraph (a) is
added; former paragraphs (a), (b), (c),
(d), (e) and (f) are revised and
redesignated as paragraphs (b), (c), (d),
(e}, (), and (g); and the remaining
paragraphs (g), (h) and (i) are
redesignated as (h), (i) and (j), as
follows; y

§212.2 Consent to reapply for admission
after deportation, removal or departure at
Government expense.

(a) Evidence, Any alien who has been
deported or removed from the United
States, who is applying for a visa,
admission to the United States, or
adjustment of status, must present proof
to the satisfaction of the consular or
immigration officer that the alien has
remained outside the United States for
more than five successive years
following the last deportation or
removal. Any alien who does not
present proof of more than five
successive years absence from the
United States which is satisfactory to
the consular or immigration officer, or
who has not remained outside the
United States for this requisite period,
must apply for permission to reapply as
provided under this part, Authorization
for temporary admission into the United
States under section 212(d)(3) of the Act
does not interrupt the five year absence
requirement.

(b) Alien applying to consular officer
for nonimmigrant visa or nonresident
border crossing card. Permission to
reapply for admission to the United
States after deportation or removal
within five years of the date of such
deportation or removal for an alien who
is applying or will apply to a consular
officer for a nonimmigrant visa or a
nonresident border crossing card shall
be requested through the consular
officer and may be granted only in
accordance with section 212(a)(17) and
(d)(3)(A) of the Act and § 212.4 of this
part. However, the alien may apply for
such permission on Form I-212
submitted to the consular officer, if the
consular officer is willing to accept such
application and if that officer, in
forwarding Form 1-212 for decision to
the district director having jurisdiction
over the place where the deportation or
removal proceedings were held,
recommends to the district director that
;he alien be permitted to apply on Form

~-212.

(c) Applicant for nonimmigrant visa
under section 101(a)(15)(K) of the Act.
Notwithstanding the provisions of
paragraph (b) of this section, any
applicant for a nonimmigrant visa under
section 101(a)(15)(K) of the Act who is
the beneficiary of a valid visa petition
approved by the Service to accord
classification under that section shall
apply for permission to reapply for
admission to the United States after
deportation or removal by submitting
Form I-212 to the consular officer. The
consular officer will forward the Form I-
212 to the Service officer having
jurisdiction over the area within which
the consular officer is located. If the

alien is ineligible on grounds which may
be waived under section 212(g), (h), or
(i), of the Act upon the applicant's
marriage to the United States citizen
petitioner, the consular officer will also
forward a recommendation whether the
benefits of section 212(a)(17) and
(d)(3)(A) of the Act shall be accorded to
authorize the applicant's temporary
admission to the United States despite
those grounds.

(d) Applicant for immigrant visa. Any
applicant for an immigrant visa who is
not physically present in the United
States, and who requires permission to
reapply, shall file Form 1-212 with the
district director having jurisdiction over
the place where the deportation or
removal proceedings were held, If the
applicant also requires a waiver under
section 212(g), (h), or (i) of the Act, a
Form I-601 must be filed simultaneously
with the American consul having
jurisdiction over the alien's place of
residence. The consul shall forward the
applications to the appropriate Service
officer abroad who has jurisdiction over
the area within which the consul is
located.

(e) Applicant for adjustment of status.
Any applicant for adjustment of status
under section 245 of the Act and Part 245
of this chapter who requires permission
to reapply in conjunction with the
application for adjustment of status
shall file Form I-212 with the district
director having jurisdiction over the
place where the alien resides. If the
application under section 245 of the Act
has been initiated, renewed, or is
pending in a proceeding before an
immigration judge, the district director
shall refer the Form [-212 to the
immigration judge for adjudication.

(f) Applicant for admission at port of
entry. Permission to reapply for
admission to the United States after
deportation or removal within five years
of the date of such deportation or
removal for an alien seeking admission
at a port of entry shall be requested by
the alien by filing Form 1-192 with the
district director having jurisdiction over
the port of entry if the alien is seeking
temporary admission, or Form 1-212 if
the alien is seeking lawful admission for
permanent residence, However, the
district director may authorize an alien
seeking temporary admission at a port
of entry to apply on Form 1-212 for
permission to reapply after deportation
or removal.

(g) Other applicants. Any applicant
for permission to reapply for admission
under circumstances other than those
described in paragraphs (b), (c), (d), (e),
or (f) of this section shall file Form [-212
with the district director having
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jurisdiction over the place where the
deportation or removal proceedings
were held, or with the district director
who exercised or is exercising
jurisdiction over the most recent
proceeding relating to the applicant. If
the applicant is physically present in the
United States but is ineligible to apply
for adjustment of status, the application
must be filed with the district director
having jurisdiction over the alien's place
of residence.

* * - * *

3. In § 212.7, paragraph (b) is revised
to read as follows:

§ 212.7 Waiver of certain grounds of
excludability.

* - - * -

(b) Section 212(g) (tuberculosis and
certain mental conditions), Any alien
who is ineligible for a visa and is
excluded from admission into the United
States under section 212(a) (1), (3), or ()
of the Act may file an Application for
Waiver of Grounds of Excludability
(Form I-601) under section 212(g) of the
Act with the following:

(1) American consulate where the
application for a visa is being
considered if the alien is outside the
United States;

(2) Service office having jurisdiction
over the port of entry where the alien is
applying for admission into the United
States; or

(8) Service office having jurisdiction
over the alien if the alien is in the
United States.

The family member specified in
section 212(g) of the Act may file the
waiver for the applicant if the applicant
is incompetent to file the waiver
personally,

- - * - -

4. In Part 212 a new § 212.10 is added
to read as follows:

§212.10 Section 212(k) waiver.

Any applicant for admission who is in
possession of an immigrant visa, and
who is excludable under section 212(a)
(14), (20), or (21) of-the Act, may apply to
the district director at the port of entry
for a waiver under section 212(k) of the
Act. If the application for waiver is
denied by the district director, the
application may be renewed in
exclusion proceedings before an
immigration judge as provided in Part
236 of this chapter.

(Secs. 103, 203, 212, Immigration and
Nationality Act, as amended by secs. 4, 5, 18
of Pub. L. 97-116, 95 Stat. 1611, 1620, (8 U.S.C.
1103, 1153, 1182)

PART 214—NONIMMIGRANT CLASSES

5. In § 214.2, paragraphs (j)(2)(ii) and
(3) are revised to read as follows:

§214.2 Special requirements for
admission, extension, and maintenance of
status,

- - . * »

(i) L I

(2) L B

(ii) Exemptions. From January 10, 1978
until December 31, 1983, any alien who
has come, or seeks to come to the
United States as an exchange visitor to
participate in an accredited program of
graduate medical education or training,
or any alien who seeks to change
nonimmigrant status for such purpose,
may be admitted to participate in such
program without regard to the
requirements stated in subparagraphs
(A) and (B)(ii)(I) of section 212(j)(1) of
the Act if there would be substantial
disruption in the health sevices provided
in such program because the alien was
not permitted to enter the United States
or change nonimmigrant status to
participate in the program on account of
the alien's inability to comply with such
requirements: Provided that an
exemption will not increase the total
number of aliens then participating in
such programs to a level greater than
that participating on January 10, 1978.

(3) Aliens in cancelled programs.
When the approval of an exchange visitor
program is withdrawn by the Director of
the International Communication
Agency, the district director shall send a
notice of the program's cancellation to
each participant in the program and a
copy of each notice shall also be sent to
the program sponsor, If the exchange
visitor is currently engaged in activities
authorized by the former program, the
participant is authorized to remain in
the United States to engage in those
activities until expiration of the period
of stay previously authorized. The
district director shall also notify

articipants in cancelled programs that

permission to remain in the United
States as an exchange visitor, or
extension of stay may be obtained, if the
participant is accepted in another
approved program and a Form IAP-66,
executed by the new program sponsor,
is submitted. In this case, a release from
the sponsor of the cancelled program
will not be required.
(Secs. 103, 214, 66 Stat. 173, 189; sec. 5, Pub. L.
97-116, 95 Stat. 1612 (8 U.S.C. 1103, 1184))

PART 223—REENTRY PERMITS

6. Section 223.2 is revised to read as
follows:

§223.2 Periodof validity.

A reentry permit is valid for a
maximum period of 2 years unless
otherwise restricted. The period of
validity commences from the date of
issuance and not from the date the
application for the permit was submitted
to the Service. A reentry permit cannot
be renewed.

7. Section 223.4 is added to read as
follows:

§223.4 Revalidation.

A reentry permit issued after
December 29, 1980 is revalidated for a
period of two years from the original
date of issuance, except a restricted
permit which: (a) is valid for less than
the maximum period allowed, or (b)
authorizes a limited number of entries.

(Secs. 103, 223, 66 Stat. 173, 194; sec. 6, Pub. L.
97-116, 95 Stat. 1615 (8 U.S.C. 1108, 1203))

PART 237—DEPORTATION OF
EXCLUDED ALIENS

8. In Part 237 a new § 237.6 is added to
read as follows:

§ 237.6 Deportation.

(a) Definition of terms. For.the
purposes of this section, the following
terms mean:

(1) Adjacent island—as defined in
section 101(b)(5) of the Act.

(2) Foreign contiguous territory—any
country sharing a common boundary
with the United States.

(3) Residence in foreign contiguous
territory or adjacent island—includes
any physical presence, regardless of
intent, in a foreign contiguous territory
or adjacent island if the government of
such territory or island agrees to accept
the alien.

(4) Aircraft or vessel—includes any
conveyance and other mode of travel by
which arrival is effected.

(b) Place of deportation. Any alien
other than an alien crewmember who is
ordered excluded shall be deported to
the country where the alien boarded the
vessel or aircraft on which the alien
arrived in the United States. If that
country refuses to accept the alien, the
alien shall be deported to:

(1) the country of which the alien is a
subject, citizen, or national;

(2) the country where the alien was
born;

(3) the country where the alien has a
residence; or

(4) any country willing to accept the
alien.

(c) Contiguous territory and adjacent
islands. Any alien ordered excluded
who boarded an aircraft or vessel in
foreign contiguous territory or in any
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adjacent island shall be deported to
such foreign contiguous territory or
adjacent island if the alien is a native,
citizen, subject, or national of such

' foreign contiguous territory or adjacent
island, or if the alien has a residence in
such foreign contiguous territory or
adjacent island. Otherwise, the alien
shall be deported, in the first instance,
to the country in which is located the
port at which the alien embarked for
such foreign contiguous territory or
adjacent island.

(d)} Land border pedestrian arrivals.
Any alien ordered excluded who arrived
at a land border on foot shall be
deported in the same manner as if the
alien had boarded a vessel or aircraft in
foreign contiguous territory,

(Secs, 103, 237, Immigration and Nationality
Act; as amended by sec. 7, Pub, L. 97-116, 95
Stat. 1615 (8 U.S.C. 1103, 1227))

PART 242—PROCEEDINGS TO
DETERMINE DEPORTABILITY OF
ALIENS IN THE UNITED STATES:
APPREHENSION, CUSTODY,
HEARING, AND APPEAL

9. In § 242.8, paragraph (a) is revised
to read as follows:

§242.8 Immigration judges.

(a) Authority. In any proceeding
conducted under this part the
immigration judge shall have the
authority to determine deportability and
to make decisions, including orders of
deportation as provided by section
242(b) of the Act; to reinstate orders of
deportation as provided by section
242(f) of the Act; to determine
applications under section 208, 212(k),
241(a)(11), 241(f), 244, 245, and 249 of the
Act; to determine the country to which
an alien's deportation will be directed in
accordance with section 243(a) cf the
Act; to order temporary withholding of
deportation pursuant to section 243(h) of
the Act, and to take any other action
consistent with applicable provisions of
law and regulation as may be
appropriate to the disposition of the
case. An immigration judge shall have
authority to certify a decision in any
case to the Board of Immigration
Appeals when it involves an unusually
complex or novel question of law or
fact. Nothing contained in this part shall
be construed to diminish the authority
conferred on immigration judges.

10. In § 242.17, paragraph (d) is
redesignated as paragraph (e) and a new
paragraph (d) is added to read as
follows:

§242.17 Ancillary matters, applications.

» * - *

(d) Application for relief urder
section 241(f). The respondent may
apply to the immigration judge for relief
from deportation under section 241(f) of
the Act.

* - * - -

(Secs. 103, 208, 242, Immigration and
Nationality Act, as amended (8 U.S.C. 1103,
1158, 1252))

PART 245—ADJUSTMENT OF STATUS
TO THAT OF PERSON ADMITTED FOR
PERMANENT RESIDENCE

11. In § 245.1, paragraphs (a), (b), and
(c) are revised to read as follows;
paragraphs (d) and (e) are removed;
paragraph (f) is revised and
redesignated (d) to read as follows; and
the remainng paragraphs (g) and (h) are
redesignated (e) and (f).

§ 245.1 Eligibility.

(a) General. Any alien who was
inspected and admitted or paroled into
the United States is eligible to apply for
adjustment of status to permanent
resident if the applicant is eligible to
receive an immigrant visa, and an
immigrant visa is immediately available
at the time of filing of the application,
except an alien who is ineligible to
apply for adjustment of status as noted
in paragraph (b] of this section.

(b) Ineligible aliens. The following
categories of aliens are ineligible to
apply for adjustment of status to
permanent residence under section 245
of the Act:

(1) Any alien who entered the United
States in transit without a visa.

(2) Any alien, who on arrival in the
United States, was serving in any
capacity on board a vessel or aircraft, or
was destined to join a vessel or aircraft
in the United States to serve in any
capacity thereon.

(3) Any alien who was not admitted or
paroled following inspection by an
immigration officer.

(4) Any alien who on or after January
1, 1977 was employed in the United
States without authorization prior to
filing an application for adjustment of
status, except for an applicant who is an
immediate relative as defined in section
201(b) of the Act, or a special immigrant
as defined in section 101(a)(27)(H) of the
Act.

(5) Any nonpreference alien who will
be seeking or engaging in gainful
employment in the United States who is
not the beneficiary of a valid individual
or blanket labor certification issued by
the Secretary of Labor or who is not
exempt therefrom under section 212.8(b)
of this chapter.

(6) Any alien who has or had the
status of an exchange visitor under

section 101(a)(15)(]) of the Act and who
is subject to the foreign residence
requirement of section 212{e) of the Act,
unless the alien has complied with the
foreign residence requirement of that
section or has been granted a waiver of
that requirement.

(7) Any alien who has a nonimmigrant
status under paragraph (15)(A), (15)(E),
or (15)(G) of section 101(a) of the Act, or
has an occupational status which would,
if the alien were seeking admission to
the United States, entitle the alien to
nonimmigrant status under these
paragraphs, unless the alien first
executes and submits the written waiver
required by section 247(b) of the Act and
Part 247 of this chapter.

(8) Any alien who claims immediate
relative status under section 201(b) or
preference status under section 203(a)(1)
through 203(a)(6) of the Act unless the
applicant is the beneficiary of a valid
unexpired visa petition filed in
accordance with Part 204 of this chapter.

(c) Special categories—{1) Alien
medical graduates. Any alien who is a
medical graduate qualified for special
immigrant classification under section
101(a)(27)(H) of the Act is eligible for
adjustment of status. An accompanying
spouse and children also may apply for
adjustment of status under this section.
Temporary absences from the United
States of 30 days or less do not interrupt
the continuous presence requirement
during which the applicant was
practicing or studying medicine.
Temporary absences authorized under
the Service's advance parole procedures
will not be considered interruptive of
continuous presence when the alien
applies for adjustment of status,

(2) Nonpreference investors.—(i) Any
alien investor, if otherwise qualified, is
eligible for adjustment of status if:

(A) The applicant was present in the
United States on or before June 1, 1978;

(B) The applicant qualified as a
nonpreference immigrant under section
203(a)(8) of the Act as in effect on June
1, 1978;

(C) The applicant applied for
adjustment of status on or before June 1,
1978;

(D) The applicant was determined to
be exempt from the labor certification
requirement of section 212(a)(14) of the
Act because the applicant had actually
invested capital in an enterprise in the
United States before that date;

(E) The applicant was a principal

" manager of that enterprise; and

(F) That enterprise employed one or
more U.S. citizens or permanent
residents other than a spouse or child of
the applicant.
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(ii) The employment of the U.S. citizen
or permanent resident may have
occurred at any time and for any period
of time in the enterprise or any
subsequent enterprise.

(iii) Any applicant under this section
may qualify with an investment in an
enterprise other than that used to
establish the applicant’s priority date, or
may qualify without a present
investment.

(iv) Any applicant will have qualified
as a nonpreference immigrant on or
before June 1, 1978 for purposes of this
section, if the application for investor
status was actually approved on or
before that date, or the application was
subsequently approved with a priority
date on or before June 1, 1978.

(v) Any alien qualified under this
subsection is exempt from the
restrictions of sections 212[a)(14) and
245(c)(2) of the Act.

(vi) A spouse or children of an
investor qualified under this section also
may apply for adjustment of status.

(d) Concurrent applications to
overcome exclusionary grounds. Except
as provided in Parts 235 and 249 of this
chapter, an application under this part
shall be the sole method of requesting
the exercise of discretion under sections
212(g), (h), (i), and (k) of the Act, as they
relate to the excludability of an alien in
the United States. Any applicant for
adjustment under this part may also
apply for the benefits of section 212(c) of
the Act, for permission to reapply after
deportation or removal and for the
benefits of section 212(a)(28)(1)(ii) of the
Act. No fee is required for filing an
application to overcome the
exclusionary grounds of the Act if filed
concurrently with an application for
adjustment of status under the
provisions of the Act of October 28,
1977, and of this part.

. - * * -

(Secs. 103, 245, 66 Stat, 173, 217, secs. 5, and
19, Pub. L. 87-118, 95 Stat, 1614, 1621 [8 U.S.C.
1103, 1255))

12. Section 245.3 is revised to read as
follows:

§245.3 Adjustment of status under
section 13 of the Act of September 11,
1957, as amended.

Any application for benefits under
section 13 of the Act of September 11,
1957, as amended, (section 13) must be
filed on Form 1-485 with the district
director having jurisdiction over the
applicant's place of residence. The
benefits under section 13 are limited to
aliens who were admitted into the
United States under section 101,
paragraphs (a)(15)(A)(i), (a)(15)(A)(ii),
(a)(15){G)(i), or (a)(15)(G)(ii) of the
Immigration and Nationality Act who

performed diplomatic or semidiplomatic
duties and to their immediate families,
and who establish that there are
compelling reasons why the applicant is
unable to return to the country
represented by the government which
accredited the applicant or the member
of the applicant's immediate family and
that adjustment of the applicant’s status
to that of an alien lawfully admitted for
permanent residence would be in the
national interest. Aliens whose duties
were of a custodial, clerical, or menial
nature, and members of their immediate
families, are not eligible for benefits
under section 13. In view of the annual
limitation of 50 on the number of aliens
whose status may be adjusted under
section 13, any alien who is prima facie
eligible for adjustment of status to that
of a lawful permanent resident under
another provision of law shall be
advised to apply for adjustment
pursuant to such other provision of law.
An applicant for the benefits of section
13 shall not be subject to the labor
certification requirement of section
212(a)(14) of the Immigration and
Nationality Act. The applicant shall be
notified of the decision and, if the
application is denied, of the reasons for
the denial and of the right to appeal
under the provisions of Part 103 of this
chapter. Any applications pending with
the Service before December 29, 1981
must be resubmitted to comply with the
requirements of this section.

(Secs. 103, 245, Immigration and Nationality
Act, as amended; 71 Stat. 642, as amended,

§ 17, Pub. L. 97118, 85 Stat. 1619 (8 U.S.C.
1103, 12585, 1255b))

PART 248—CHANGE OF
NONIMMIGRANT CLASSIFICATION

13. Section 248.2 is revised to read as
follows:

§248.2 Ineligible classes.

The following categories of aliens are
not eligible to change their
nonimmigrant status under section 248
of the Act:

{a) Any alien in immediate and
continuous transit through the United
States without a visa.

(b) Any alien classified as a
nonimmigrant under section
101(a)(15)(C), (D) or (K) of the Act.

(c) Any foreign medical graduate
admitted as a nonimmigrant under
section 101(a)(15)(]) of the Act, or who
acquired such status after admission in
order to receive graduate medical
education or training, whether or not the
alien was subject to, received a waiver,
or fulfilled the two-year foreign
residence requirement of section 212(e)
of the Act,

(d) Any alien classified as a
nonimmigrant under section 101(a)(15)(])
of the Act (other than an alien described
in paragraph (c)) who is subject to the
foreign residence requirement of section
212(e) of the Act, and who has not
received a waiver of the residence
requirement, except when the alien
applies to change to a classification
under section 101(a)(15)(A) or {G) of the
Act.

(Secs, 103, 248, Immigration and Nationality
Act, as amended; Sec. 10, Pub. L. 87-116, 95
Stat. 1617 (8 U.S.C. 1103, 1258))

PART 265—NOTICES OF ADDRESS

14. § 265.1 is revised to read as
follows:

§ 265.1 Forms.

Form AR-11 shall be completed and

mailed by each permanent resident alien
to report a change of address or a new
address. Any aliens residing in the
United States under lawful temporary
admissions shall report their addresses
on Form AR-11 at the end of each three-
month period. Form AR-11 is available
at post offices and Service offices in the
United States. The completed form must
be mailed to the Department of Justice,
Immigration and Naturalization Service,
Washington, D.C. 20536.
(Secs. 103, 265 Immigration and Nationality
Act, as amended by Sec. 11, Pub. L. 97-1186, 95
Stat. 1617 (8 U.S.C. 1103, 1305))

Dated: March 9, 1982.

Alan C. Nelson,

Commissioner of Immigration and
Naturalization.

[FR Doc. 82-7613 Filed 3-19-82; 8:45 am]
BILLING CODE 4410-10-M

DEPARTMENT OF AGRICULTURE
Food Safety and Iinspection Service
9 CFR Parts 303 and 381

[Docket No. 82-003N]

Exemptions for Retail Stores

AGENCY: Food Safety and Inspection
Service, USDA.

ACTION: Notice; Adjustment of Dollar
Limitations.

SUMMARY: This notice announces that
the dollar limitations currently in effect
for annual sales of meat and poultry
products by retail stores, exempt from
routine Federal inspection, to
nonhousehold consumers, such as
hotels, restaurants and similar
institutions, have been adjusted to
conform with price increases for meat
and poultry products as indicated by the
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Consumer Price Index. The adjustments
raise the present dollar limitations to
$28,800 per calendar year for meat
products and to $23,100 per calendar
year for poultry products.

EFFECTIVE DATE: March 22, 1982.

FOR FURTHER INFORMATION CONTACT:
Mr. Paul Ragan, Director, Regulations
Office, Policy and Program Planning,
Food Safety and Inspection Service, U.S.
Department of Agriculture, Washington,
DC 20250, (202) 447-3317.
SUPPLEMENTARY INFORMATION:

Background

Federal inspection of meat and
poultry products prepared for sale and
distribution in commerce and in certain
designated States is required by law and
administered by the Food Safety and
Inspection Service (FSIS). However,
section 301(c)(2) of the Federal Meat
Inspection Act (21 U.S.C. 661(c)(2)) and
section 5(c)(2) of the Poultry Products
Inspection Act (21 U.S.C. 454(c)(2)) state
that the general requirement of routine
Federal inspection “* * * shall not
apply to operations of types
traditionally and usually conducted at
retail stores * * * when conducted at
any retail store * * * for sale in normal
retail quantities * * * to consumers

The Department has promulgated
regulations (9 CFR 303.1(d) and
381.10(d)) defining retail stores which
qualify for exemption from routine
Federal inspection under these Acts.
Whether or not an establishment is
deemed by the Agency to be an exempt
establishment depends, in part, upon the
level of its trade with nonhousehold
consumers, such as hotels, restaurants
and similar institutions. Accordingly, the
Federal meat and pouliry products
inspection regulations state in terms of
dollars the maximum amount of meat
and poultry products which may be sold
to nonhousehold consumers if the
establishment is to remain an exempt
retail establishment. For meat products,
the maximum amount has been set at
$27,800 per calendar year. For poultry
products, the amount has been set at
$22,200 per calendar year.

The Federal meat and poultry
products inspection regulations (9 CFR
303.1(d)(2)(iii) and 381.10(d)(2)(iii), as
amended on April 25, 1980, (45 FR
27919-27922)) further provide that the
dollar limitations on the sales of meat
and poultry products by exempt retail
stores to nonhousehold consumers will
be automatically adjusted during the
first quarter of each calendar year,
whenever the Consumer Price Index,
published by the Bureau of Labor
Statistics, Department of Labor,

indicates a change of at least $500,
upward or downward.

The Consumer Price Indices for 1981
have been published by the Bureau of
Labor Statistics and for that year, they
indicate a price increase in meat
products of 3.8 percent and in poultry
products of 4.1 percent. As a percentage
of the existing dollar limitations, a
change in excess of $500 is indicated by
both meat and poultry products. When
rounded off to the nearest $100, the price
increases amount to $1,000 for meat
products and $900 for poultry products.

PART 303—EXEMPTIONS

PART 381—POULTRY PRODUCTS
INSPECTION REGULATIONS

Accordingly, pursuant to the
regulations, FSIS has automatically
raised the dollar limitations of permitted
sales of meat and poultry products to
nonhousehold consumers by
establishments desiring status as retail
establishments exempt from Federal
inspection requirements. The
adjustments raise the dollar limitations
on meat products specified in
§ 303.1(d)(2)(iii)() from $27,800 to
$28,800 and on poultry products
specified in § 381.10(d)(2)(iii)(5) from
$22,200 to $23,100.

Done at Washington, DC, on: March 17,
1982.

Donald L. Houston,

Administrator, Food Safety and Inspection
Service. :

{FR Doc. 82-7648 Filed 3-19-82; 8:45 am)

BILLING CODE 3410-DM-M

DEPARTMENT OF ENERGY
10 CFR Part 705

Hearing Rules for Sanction
Proceedings Under Executive Order
No. 11246 (Nondiscrimination in
Employment by Government
Contractors); Removal

AGENCY: Energy Department.
ACTION: Final rule.

SUMMARY: This motion removes 10 CFR
Part 705, entitled “Hearing Rules for
Sanction Proceedings Under Executive
Order No. 11246 (Nondiscrimination in
Employment by Government
Contractors),” of the Department of
Energy regulations. The regulations
contained in Part 705 implement
functions that were transferred to the
Department of Labor by Executive
Order No. 12086 dated October 5, 1978
(43 FR 46501, October 10, 1978).

EFFECTIVE DATE: March 22, 1982.

FOR FURTHER INFORMATION CONTACT:
Nathaniel H. Pierson, Director, Office of
Equal Opportunity, Department of
Energy, 1000 Independence Avenue,
SW., Washington, D.C. 20585, 202-252-
2218.

SUPPLEMENTARY INFORMATION: These
regulations are being removed from the
Code of Federal Regulations as a
consequence of the consolidation of the
Federal Government's contract
compliance functions for equal
opportunity in the Department of Labor.
This consolidation was mandated by
Executive Order No. 12086 dated
October 5, 1978. Since the Department of
Energy is no longer responsible for these
functions, Part 705 no longer has any
applicability.

The National Environmental Policy
Act of 1969 (42 U.S.C. 4321 et seq.)
requires Federal agencies to prepare
detailed statements on proposals for
major Federal actions significantly
affecting the quality of the human
environment.

The issuance of this rule by the
Department of Energy clearly will not _
have a significant environmental effect
since it merely reflects the transfer of
functions made by Executive Order
12086. Thus, the preparation of an
Environmental Impact Statement is not
required.

Pursuant to Section 501{c) of the
Department of Energy Organization Act
(DOE Act), I have determined that no
substantial issue of fact or law exists
and that this action will not have a
substantial impact on the Nation's
economy or large numbers of individuals
or businesses. Accordingly, the
Department of Energy is not bound by
the prior notice and hearing
requirements of section 501 (b), (c), and
(d) of the DOE Act, and may promulgate
this rule in accordance with the
rulemaking procedures outlined in 5
U.S.C. Section 553.

Subsection (b) of 5 U.S.C. 553 requires
that a notice of proposed rulemaking be
published in the Federal Register, except
when an agency for good cause finds
that notice and public procedures
thereon are impracticable, unnecessary,
or contrary to the public interest. I have
determined that the notice and comment
procedures of section 553 are
unnecessary since the purpose and
effect of this rule is merely to remove
regulations that no longer have any
applicability.

This action has béen reviewed in
accordance with Executive Order No.
12291, (46 FR 13193, February 19, 1981),
and it has been determined that it does
not constitute a major rule within the
meaning of the Executive Order because
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it will not result in: (a) An annual effect
on the economy of $100 million or more;
(b) a major increase in costs or prices
for consumers, individual industries,
Federal, State, or local government
agencies or geographic regions; or (c)
significant adverse effects on
competition, employment, investment,
productivity, innovation, or on the
ability of United States-based
enterprises to compete with foreign-
based enterprises in domestic or export
markets. Because no notice of proposed
rulemaking is required for this rule
under 5 U.S.C. 553(b), the requirement of
the Regulatory Flexibility Act, 5 U.S.C.
601 et seq., pertaining to regulatory
flexibility analyses, do not apply to this
rule.

I have determined that there is good
cause for this removal to be effective
upon publication inasmuch as these
regulations have had no applicability for
over three years.

For the reasons set out in the
preamble, Part 705 of Chapter III, Title
10 of the Code of Federal Regulations is
hereby removed.

Issued in Washington, D.C., March 11, 1982.
James B. Edwards,

Secretary, Department of Energy.

PART 705—HEARING RULES FOR
SANCTION PROCEEDINGS UNDER
EXECUTIVE ORDER NO. 11246
(NONDISCRIMINATION IN
EMPLOYMENT BY GOVERNMENT
CONTRACTORS) [REMOVED]

Chapter III of Title 10 of the Code of
Federal Regulations is hereby amended
by removing Part 705.

Authority: Sec. 644, Pub, L. No, 95-91, 91
Stat. 599 (42 U.S.C. 7254); E.O. No. 12086, 43
FR 46501.

[FR Doc. 82-7603 Filed 3-16-82: 8:45 am|
BILLING CODE 8450-01-M

EXPORT-IMPORT BANK OF THE
UNITED STATES

12 CFR Part 407

Regulations Governing Public
Observation of Eximbank Meetings

AGENCY: Export-Import Bank of the
United States (Eximbank).

ACTION: Final rule,

SUMMARY: Pursuant to the “"Government
in the Sunshine Act", 5 U.S.C. 552b,
notice is hereby given that regularly
scheduled meetings of Eximbank's
Board of Directors or Executive
Committee will be held at 9:00 a.m.
every Tuesday.

EFFECTIVE DATE: March 22, 1982,

FOR FURTHER INFORMATION CONTACT:

Warren W, Glick, General Counsel,
(202) 556-8334.

SUPPLEMENTARY INFORMATION: This rule
amends the following:

PART 407—REGULATIONS
GOVERNING PUBLIC OBSERVATION
OF EXIMBANK MEETINGS

§407.1 [Amended]

12 CFR Part 407.1 (¢} by removing “at
10:00 a.m. on Tuesday and Thursday of
each week.” and adding in lieu thereof
“at 9:00 a.m. on Tuesday of each week."

§407.3 [Amended]

12 CFR Part 407.3 (a) by removing “at
10:00 a.m. every Tuesday and Thursday"
and adding in lieu thereof “at 9:00 a.m.
on every Tuesday”

12 CFR Part 407.3 (a) by removing
*'382-2289" and adding in lieu thereof
"'566-8871".

Warren W. Glick,

General Counsel, Export-Import Bank of the
United States.

[FR Doc. 82-7658 Filed 3-19-82; 8:45 am]

BILLING CODE 6690-01-M

FARM CREDIT ADMINISTRATION

12 CFR Parts 611, 613, 614, 615, 616,
617,and 618

Implementation of Farm Credit Act
Amendments of 1980

AGENCY: Farm Credit Administration.
ACTION: Final rule.

SUMMARY: The Farm Credit
Administration, by its Federal Farm
Credit Board, adopts and publishes new,
amended, and revised regulations to
Title 12, Code of Federal Regulations,
Chapter VI. These additions, revisions
and amendments are adopted primarily
for the purpose of implementing the
Farm Credit Act Amendments of 1980
(Pub. L. 96-592) and for clarification.
EFFECTIVE DATE: April 18, 1982,

FOR FURTHER INFORMATION CONTACT:
Larry H. Bacon, Deputy Governor, Office
of Administration, Farm Credit
Administration, 490 L'Enfant Plaza,
S.W., Washington, DC 20578 (202-755—
2181).

SUPPLEMENTARY INFORMATION: On
November 23, 1981, the Farm Credit
Administration noticed and published
for public comment proposed new and
amended regulations to 12 CFR Parts
611, 613, 614, 615, 616, 617, and 618 (46
FR 57308-57322). The new regulations
are §§ 611.1160 and 615.5325. The
amended or revised regulations are Part
611, Subpart A, Subpart B, Subpart D,
§§ 611.1010, 611.1055, 611.1060, 611.1070,

611.1090, 611.1100, 611.1110, 611.1120;
Part 613, §§ 613.3000, 613.3020, 613.3110,
613.3020, 613.3110; Part 614, §§ 614.4051,
614.4070, 614.4180, 614.4230, 614.4310,
614.4340, 614.4511, 614.4520; Part 615,

§§ 615.5000, 615.5010, 615.5050, 615.5101,
615.5102, 615.5135, 615.5140, 615.5141,
615.5142, 615.5260, 615.5270, 615.5320,
615.5335, 615.5360, 615.5451; Part 616,

§ 616.6000, Subpart B, §§ 616.6020,
616.6030, 616.6050, 616.6060, Part 617,

§§ 617.7000, 617.7020; 617.7060, 617.7080,
617.7090, Subpart B, §§ 617.7100,
617.7110, 617.7120, Subpart C, § 617.7160,
Part 618, § § 618.8000, Subpart B, Subpart
C, § 618.8050, Subpart D, Subpart E,
Subpart F, Subpart G, Subpart H,
Subpart I, and Subpart J. Also, the
following 10 regulations are being
deleted or combined with another
regulation: §§ 613.3030, 613.3070,
613.3080, 613.3090, 613.3100, 613.3120,
615.5020, 615.5300, 615.5310, and
618.8240. For purposes of this
supplementary information, certain
terms are designated as follows: Farm
Credit Administration (FCA); Federal
Farm Credit Board (Federal Board);
Farm Credit System (System); Federal
Intermediate Credit Bank (FICB);
Production Credit Association (PCA};
Federal Land Bank (FLBJ; Federal Land
Bank Association (FLBA); Bank for
Cooperatives (BC); Farm Credit Act of
1971, as amended, 12 U.S.C. 2001, et seq.
(Act); Farm Credit Act Amendments of
1980, Pub. L. 86-592 (1980 Amendments).

Seven parties commented on the
proposed regulations—six System banks
and one trade association. The Federal
Board considered each of the comments
received and adopted final regulations
in the course of its January 1982 meeting.

Title 12, Code of Federal Regulations,
Part 611, Subpart A, is amended to
reference the 1980 Amendments in the
introductory section of Part 611. No
comments were received on the
proposal.

Subpart B of Part 611 is amended to
include “producers or harvesters of
aquatic products” among those
individuals benefiting from services
provided by the system, No substantive
comments were received on the
proposal.

Subpart D of Part 611 is amended to
expand the definition of the System to
include unincorporated service
organizations and service organizations
incorporated under section 4.25 of the
Act.

12 CFR 611,1010 is amended for clarity
and to include producers or harvesters
of aquatic products among those
individuals served by the System, No
comments were received on the
proposal. .
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12 CFR 611.1055 is amended to extend
the requirement for the maintenance of
full and complete minutes of meetings of
the Governing Body, applicable under
the prior regulation to Farmbank
Services, to all service organizations,
unincorporated and incorporated. The
requirement that minutes be sent to FCA
is revised to allow FCA flexibility to
impose the requirement as the
supervisory need arises. No comments
were received on the proposal.

12 CFR 611.1080 is amended by
making clarifying editorial changes. No
comments were received on the
proposal.

12 CFR 611.1070 is amended to extend
requirements for establishing branch
offices, applicable to System banks, to
service organizations. No comments
were received on the proposal.

12 CFR 611.1090 is amended by
changing the title from “Mergers of
Districts" to “District Changes" and
making clarifying editorial changes. No
comments were received on the
proposal.

12 CFR 611,1100 is amended to make
clarifying editorial changes and
incorporate a reference to the 1980
Amendments. No comments were
received on the proposal.

12 CFR 611.1110 is amended to make
clarifying editorial changes and to
incorporate a reference to the 1980
Amendments. No comments were
received on the proposal.

12 CFR 611.1120 is amended by
changing the format, making editorial
changes to achieve greater clarity and
readability, and incorporating a
reference to the 1980 Amendments. No
comments were received on the
proposal.

A new regulation, 12 CFR 611.1160, is
added which makes regulations
applicable to System banks and
associations applicable to service
organizations created by System banks.
No comments were received on the
proposal.

12 CFR 613.3000 is amended to (1)
reflect the expanded authority of the
FLBs to make loans to producers or
harvesters of aquatic products, (2)
reflect the new authority of the BCs to
finance certain international
transactions benefiting eligible
cooperatives and certain projects of
parties in which eligible cooperatives
have an ownership interest, and (3)
delete the reference to the extension of
credit by FICB to persons, No comments
were received on the proposal.

12 CFR 613.3020 is revised, combining
the provisions of §§ 613.3020 and
613.3030 and incorporating a reference
to the new authority granted to the FLBs
by the 1980 Amendments to make loans

to producers or harvesters of aquatic
products. 12 CFR 613.3030 is removed.
Two comments were received regarding
the proposed regulation. One commentor
suggested the regulation should provide
that an individual who has devoted his
or her career to farming and ranching
and subsequently retires from active
employment shall be deemed a bona
fide farmer or rancher. Another
commentor recommended that the
definition of “bona fide farmer or
rancher"” be restricted to persons owning
or leasing agricultural land who are or
intend to become directly engaged in
agricultural production. The Federal
Board did not accept the first suggestion
because it believes the Act was
intended to serve the credit needs of
agricultural enterprises, rather than the
credit needs of persons who formerly
engaged in agricultural enterprises. Of
course, a retired farmer who retains
ownership of agricultural land would
continue to be eligible to borrow for
agricultural purposes. The second
suggestion was rejected because the
Federal Board believes that the credit
needs of agriculture are best served
when reasonably priced credit for
agricultural purposes is widely available
without regard to the production
arrangements for a particular parcel of
land.

12 CFR 613.3110 is revised, combining
the provisions of §§ 613.3070, 613.3090,
613.3100, 613.3110, and 613.3120. The
revised § 613.3110 also incorporates the
1980 Amendments, which clarified that
BCs may extend credit to cooperative
associations which furnish aquatic
business services. The revised
regulation also reflects the reduction by
the 1980 Amendments of the minimum
percentage of voting control which must
be held by farmers, ranchers, producers
or harvesters of aquatic products, and
eligible cooperatives, for rural electric,
telephone and public utility
cooperatives (from 70 to 60 percentum)
and for service cooperatives and local
farm supply cooperatives, in certain
circumstances (from 80 to 60
percentum). “Service cooperative” has
been defined in the regulation, but
discretion to determine which services
qualify under the definition is reserved
by FCA. In addition, with FCA prior
approval, the bank board may, by
resolution, set voting control percentage
requirements higher than statutory
requirements for a particular type of
cooperative. Two comments were
received regarding the regulation. One
commenter pointed out that the law
does not require FCA prior approval of
board resolutions which establish higher
voting control percentages for particular
types of cooperatives. The Federal

Board recognizes that the statute does
not expressly require such approvals but
believes that the prior approval
requirement is necessary and
appropriate to the discharge of FCA's
supervisory responsibility for the
achievement of the Act's purposes. The
second commentor suggested the
restriction on dividends be raised from
10 to 12 percent or the limit imposed by
State law, The Federal Board rejected
this suggestion because it fears thata
higher limit would encourage the
cooperative to shift its emphasis from
providing service to realizing greater
stockholder returns.

12 CFR 614.4051 is amended to allow
association credit reviews to be used in
the bank’s review process upon certain
conditions. Two comments were
received regarding the regulation. One
commentor suggested that the
requirenient that the review be
supervised by a bank credit officer be
changed to require supervision by a
bank officer with credit experience and
ability. The commentor noted that
review departments are separate from
credit departments and, in any event,
the review should be conducted by an
individual having “credit skills" as
distinguished from “lending authority."
The other commentor suggested deleting
the words “relative progress being made
by individual borrowers" or otherwise
limiting its application to reviews of
lending by PCAs. The Federal Board
concurred with the first suggestion,
deleting the word “credit” as a modifier
of “officer” in paragraph (a)(1). The
Federal Board responded to the second
comment by adding wording to
§ 614.4051(a)(7) to indicate that
information about individual borrower
progress need only be obtained in the
course of usual borrower contacts.

12 CFR 614.4070 is amended by
deleting the requirement that farming or
livestock operations which are partially
within and partially outside the territory
of an association be regarded as one
farming or livestock unit for the purpose
of determining whether the operation
conducted outside the territory may be
financed. The concurrence of the
supervising bank(s) in whose
territory(ies) the operation is conducted
is still required to finance out-of-
territory operations. No comments were
received on the proposal.

12 CFR 614.4180 is amended to
implement the authority granted FEA by
the 1880 Amendments to set a higher
permissible loan-to-value ratio for loans
guaranteed by a governmental entity
than the statutory 85-percent ratio
applicable to loans not so guaranteed.
The regulation adopts the 97-percent




12138

Federal Register / Vol. 47, No. 55 / Monday, March 22, 1982 / Rules and Regulations

statutory ceiling for the loan-to-value
ratio for Government-guaranteed loans
as the permissible higher ratio for such
loans. No comments were received on
the proposal,

12 CFR 614.4230 is amended by adding
real estate used as an integral part of
eligible aquatic operations to the real
estate interests which are eligible as
primary security for an FLB loan. No
comments were received on the
proposal.

12 CFR 614.4310 is revised to permit
the limitations on rates charged the
borrower by non-System institutions on
loans discounted or purchased by the
FICB to be applied differently to fixed
and variable rate loans. The limitation
(no more than 4 percent higher than the
FICB rate) would be applied to fixed
rate loans at the time the loan is made,
but to variable rate loans at all times
during the life of the obligation. One
commentor suggested that the absolute
4-percent limitation be eliminated and
that the limitation be set by FCA
periodically. The Federal Board rejected
this suggestion because it believes that
its statutory obligation to provide
agricultural credit at reasonable rates is
best met by setting an absolute
limitation.

* 12 CFR 614.4340 is revised to reflect
the 1980 expansion of authority of Farm
Credit institutions to enter info
agreements to share loan and other
losses with other Farm Credit
institutions. The prior regulation
permitted loss-sharing/agreements for
the purpose of protecting against
impairment of capital stock and
participation certificates among the 12
FLBs, among the 12 FICBs, among the 12
BCs, or among all 37 Farm Credit banks.
Other loss-sharing agreements were
permitted only between like
associations in the same district or
between the association and its
supervising bank. Under the revised
regulation, agreements to share losses
for any purpose may be entered into
among the 12 FLBs, among the 12 FICBs,
among the 12 BCs, among the 37 Farm
Credit banks, between associations and
their supervising banks and, with the
approval of the supervising bank, among
associations operating under the same
title of the Act. No comments were
received on the proposal.

12 CFR 614.4511 is revised to require
FLBs to adopt, subject to FCA approval,
policies governing compensation of
FLBAs and to permit compensation
plans consistent with such policies to be
adopted by the bank board without FCA
approval. The prior regulation required
compensation plans to be approved by
FCA. No comments were received on
the proposal.

12 CFR 614.4520 is amended to extend
special lending programs to producers or
harvesters of aquatic products. No
comments were received on the
proposal. ’

12 CFR 615.5000 is amended to clarify
the responsibilities of the various parties
involved in the System's funding
program and to delineate the overall
approach to the procurement of funds.
Two comments were received regarding
§ 615.5000(c). One suggested the words
“debt obligation" be changed to
“bonds.” The other commentor noted
that consultation with the Treasury
Department is not required by the Act
and could result in an unduly
cumbersome procedure for issuing
discount notes, The Federal Board
rejected the use of the word “bonds" as
being too narrow for the purposes
intended. The second comment was
disregarded because consultation with
the Treasury Department is required by
the 1980 Amendment of section 5.10 of
the Act and facilitates the orderly
marketing of Farm Credit securities.
Furthermore, the regulation reflects
current practice, which has not proved
to be unduly cumbersome. One other
commentor felt the proposed regulation
conflicted with the Act because the
regulation limits the purpose to “loan”
funds and would restrict the use of
funds for other authorized purposes. The
Federal Board responded to this
comment by deleting "loan” as a
modifier of funds.

12 CFR 615.5010 is revised to
articulate more clearly the
responsibilities of the Fiscal Agency and
System institutions in the issuance and
marketing of System securities. No
comments were received on the
proposal.

12 CFR 615.5020, which directs Farm
Credit banks to borrow interbank or
intersystem funds prior to borrowing
from other institutions, is deleted
because it is deemed to be unnecessary
because of the added flexibility the
banks have through the issuance of
consolidated Systemwide bonds and
notes. No comments were received on
the proposal.

12 CFR 615.5050 is amended by adding
the requirement that bank management
certify the eligibility and adequacy of
the collateral each month to the board,
by redefining the method of evaluating
the value of investments for collateral
purposes, and by reflecting the new
authority granted FLBs by the 1980
Amendments to make loans in amounts
up to 97 percentum of the appraised
value of the collateral when the loans
are guaranteed by a governmental
entity. Two commentors felt that a
certified report at each regular board

meeting is excessive and unnecessary.
The Federal Board rejected this
suggestion because it feels the banks
should be encouraged lo take
appropriate steps to maintain collateral
and that bank boards of directors should
be apprised of collateral value on a
regular basis. One commentor suggested
changing the words “cost or market
value” to “cost or par value" and
another suggested changing the words to
“carrying or market value.” Both
suggestions were rejected because "cost
or market value” reflects more
accurately the intent of the regulation.

12 CFR 615,5101 is amended by adding
the collateral certification required by 12
CFR § 615.5050(e)(3) to the topics which
must be addressed in the resolution
authorizing the issuance of debt
obligations. No comments were received
on the proposal.

12 CFR 615.5102 is amended to reflect
the 1980 Amendments of the Act to
allow bank presidents to delegate their
authority to serve on the finance
committees. One commentor
recommended the deletion of the
requirement that the Governor approve
procedures and other organizational
matters related to the finance
committees and subcommittees. The
Federal Board rejected the suggestion
because of its belief that the Governor's
approval is necessary to ensure that
funding objectives are met and that the
overall responsibilities for funding of the
System are properly discharged.

12 CFR 615,5135 is revised to delineate
the permissible purposes for which
investments may be made and to
emphasize that banks are not authorized
to maintain large investment positions
solely for the purpose of generating
additional income. The amended
regulation also requires the bank boards
to adopt an investment policy which
addresses the.purpose of the
investments, the portfolio objectives, the
bank’s liquidity needs, the portfolio size
and quality, maturity guidelines,
management of investment activities,
and reporting and monitoring
requirements. No comments were
received on the proposal.

12 CFR 615.5140 is amended to expand
the list of obligations eligible as
investments for System institutions to
include World Bank obligations
denominated in dollars, prime
commerical and finance paper, and
repurchase agreements relating to
eligible investments. One commentor
suggested that limitations of commerical
and finance paper investments to 15
percent of the portfolio be applied at the
time of acquisition rather than during
the life of the investment. The Federal
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Board intends that the limitation be
applied at the time the investment is
made, The same commentor
recommended that subsection (b) be
modified to allow for evaluation of face
value of investments with maturities of
12 months or less. This suggestion was
also rejected.

12 CFR 615.5141, which delineates
permissible investments for PCAs, is
amended to conform the language to the
amended 12 CFR 615.5140. No comments
were received on the proposal.

12 CFR 615.5142, which delineates
permissible investments for FLBAs, is
amended to conform the language to the
amended 12 CFR 615.5140. No comments
were received on the proposal,

12 CFR 615.5260 is amended to reflect
the 1980 Amendments of the Act
permitting the retirement or cancellation
of borrowers' equity in a BC outside the
normal revolving cycle at fair market
value in the event of the borrower's
liguidation, dissolution, or default on
indebtedness to the bank. No comments
were received on the proposal.

12 CFR 615.5270(b) is amended to
reflect the 1980 Amendment of the Act
deleting the word “fair" as a modifier of
“boek value” wherever it appears in the
Act. The purpose of the amendment was
to remove the ambiguity created by the
use of the word "fair" as a modifier of
“book value.” No comments were
received on the proposal.

12 CFR 615.5300 and 615,56310 are
deleted because they merely describe
procedures for retiring FICB stock and
replacing lost or stolen FICB certificates,
which are more appropriately a subject
for bank manuals on practices and
procedures. No comments were received
on the proposal.

12 CFR 615.5320 is amended to delete
the word “fair” as a modifier of “book
value"” and to permit the FICB flexibility,
in circumstances approved by FCA, to
retire stock acquired through patronage
distributions before retiring stock
acquired by purchase. No comments
were received on the proposal.

12 CFR 615.5325 is added
implementing the 1980 Amendments to
the Act, authorizing FLBs to accept and
FLBAs to make capital contributions to
the FLB, subject to FCA approval. No
comments were received on the
proposal.

12 CFR 615.5335 is amended to require
the FICBs to maintain a loan loss
reserve adequate to reflect the “current
value” rather than the *fair book value"”
of its assets. The proposed amendment
of this regulation used the term
“reasonable net value." “Current value"
is substituted for “reasonable net value"
in the final regulations because it is a
more commonly understood accounting

term. No comments were received on
the proposal.

12 CFR 615.5360 is amended to
implement the new authority granted to
FLBs and FLBAs by the 1980
Amendments to pay patronage refunds
to borrowers. No comments were
received on the proposal.

12 CFR 615.5451 is amended to permit
consolidated Systemwide notes to be
issued in denominations of $500,000 and
$5,000,000, as well as in denominations
of $50,000, $100,000, and $1,000,000,
which were permitted under the prior
regulation. One commentor suggested
eliminating any reference to
denominations. The suggestion was
rejected because the Federal Board
believes the regulation an appropriate
method of providing public notice of the
denominations in which consolidated
Systemwide notes are available.

12 CFR 616.6000 is amended by
making minor editorial adjustments. No
comments were received on the
proposal.

12 CFR, Part 616, Subpart B, is
amended by adding the words “and
Technical Assistance” to the title. No
comments were received on the
proposal.

12 CFR 616.6020 is amended to
recognize that in addition to credit,
System institutions also provide
financially related services and
technical assistance and to clarify that
district policies should address these
services. Also, FLB and PCA lending to
small, eligible cooperatives is added to
the list of subjects which district policies
are required to address. No comments
were received on the proposal.

12 CFR 616.6030 is amended to clarify
that the list of lending authorities and
relationships which rural housing
policies should address which are
enumerated in the present regulation is
not exclusive. No comments were
received on the proposal.

12 CFR 616.6050 is amended to extend
the authority of the banks for
cooperatives to lend to eligible
cooperatives to fund extensions of credit
to their members to include extensions
of credit to producers or harvesters of
aquatic products. No comments were
received on the proposal.

12 CFR 616.6060 is amended by adding
“'persons eligible for services" to
borrowers, as persons eligible to utilize
financially related services. The Act
authorizes such services to be extended
to borrowers, members, and applicants.
One commentor felt the language “and
other persons eligible for services” was
too restrictive. The Federal Board
disagrees that the term is too restrictive
and understands the legislative intent of
the Act to be that such services shall be

extended only to borrowers and persons
eligible to borrow from System
institutions.

12 CFR, Part 617, is amended by
changing the word "Irregularities” to
“Investigations” in the title. No
comments were received on the
proposal.

12 CFR 617.7000 is amended to reflect
that service organizations will be
subject to FCA examination. No
comments were received on the
proposal.

12 CFR 617.7020 is amended by
deleting the introductory paragraph, as
unnecessary. No comments were
received on the proposal.

12 CFR 617.7060 is amended to
provide that any incorporated or
unincorporated service organizations
approved by FCA shall be examined
and audited by FCA and to clarify that
all bank and association activities are
subject to FCA examination and audit,
One commentor recommended that
“other related actitivies" be changed to
“other institutions.” The Federal Board
did not adopt the suggestion because all
activities of Farm Credit institutions are
subject to FCA examination and audit,
whether or not they are
institutionalized. An editorial change
was made in response to the comment,
however, for clarity.

12 CFR 617.7080 is amended to clarify
that the regulation is applicable to
examinations and audits of service
organizations and to delete the
requirement that the report of
examination or audit of banks and
service organizations be presented by
the examiner at the first scheduled
board meeting subsequent to receipt of
the report. The amended regulation -
continues to require, however, that the
report be reviewed with the bank’s
board of directors, and the requirement
that association examination and audit
reports be reviewed at the first
scheduled association board meeting
subsequent to receipt of the report is
retained. The regulation is further
amended to reguire the reports to be
transmitted to the board of directors
through its chairman, changing the
existing practice of transmitting the
report to the directors through bank
management. No comments were
received on the proposal.

12 CFR 617.7090 is amended to clarify
that the regulation is applicable to all
institutions of the Farm Credit System
and their agents. No comments were
received on the proposal.

12 CFR, Part 617, Subpart B, is
amended by changing the word
“Irregularities” to “Investigations™ in the
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title. No comments were received on the
proposal.

12 CFR 617.7100 is amended by
enumerating the Federal criminal
statutes most commonly involved in
System investigations. A commentor's
suggestion that 18 U.S.C. 658, be
included was accepted.

12 CFR 617.7110 is amended to shift
the responsibility for determining what
further actions should be taken when a
suspected violation is reported from the
bank to the Chief Examiner of FCA. In
addition, bank management is required
to keep the bank boards informed of all
irregularities. No comments were
received on the proposal.

12 CFR 617.7120 is amended to require
that the Chief Examiner of FCA, rather
than the bank’s attorney, refer cases
concerning violations of Federal
criminal statutes directly to the United
States attorney. One commentor
recommended the regulation not be
changed because the bank is in a better
position to know whether a criminal act
has been gommitted. The Federal Board
rejected the recommendation because it
believes that past experience has
demonstrated that the bank is not
always in the best position to determine
whether a crime has been committed
and that centralizing this function will
result in more effective prosecution of
Federal criminal offenses.

12 CFR, Part 617, Subpart C, is
amended by changing the word
“Irregularities” to “Investigations” in the
title. No comments were received on the
proposal.

12 CFR 617.7160 is amended to require
that suspected violations of Federal
criminal statutes by borrowers which
are reported to the United States
attorney also be reported to the General
Counsel of FCA. The prohibition of
threats to borrowers of criminal
prosecution by association or bank
employees is extended to directors and
is made to apply at any t/ime. Under the
former regulation, the prohibition
applied only after a criminal violation
appeared to have occurred. No
comments were received on the
proposal.

12 CFR 618.8000 is amended to include
aquatic operations among the
appropriate purposes for financially
related services. No comments were
received on the proposal.

12 CFR, Part 618, is amended by
reserving Subpart B for a regulation
regarding the sale of insurance to
members and renumbering existing
Subparts B through I accordingly. No
comments were received on the
proposal.

12 CFR 618.8050 is amended to include
facilities needed in aquatic operations

among facilities which FLBs and PCAs
may own and lease. No comments were
received on the proposal.

12 CFR 618.8240 is deleted because the
1980 Amendments remove the statutory
restriction on the location of FCA's
headquarters to the District of Columbia
and permit FCA to locate its principal
office in the Greater Metropolitan
Washington Area, Since the regulation
merely repeated the statute, it is deleted
rather than modified. No comments
were received on the proposal.

For the convenience of the reader, a
redesignation table showing the old
subparts of Part 618 and the new is
shown below.

PART 618—GENERAL PROVISIONS

For the reasons set out in the
preamble, Parts 611, 613, 614, 615, 6186,
617, and 618 of Chapter VI, Title 12 of
the Code of Federal Regulations are
amended or revised as follows:

PART 611—ORGANIZATION

1. 12 CFR, Part 611, Subpart A, is
revised to read as follows:

Subpart A—introduction

§611.100 The Farm Credit Act.

The Farm Credit Act of 1971, Public
Law 92-181, approved December 10,
1971, recodified and replaced the prior
laws under which the Farm Credit
Administration and the institutions of
the Farm Credit System were organized
and operated. The prior laws which
were repealed and superseded by the
1971 Act are identified in section 5.26(a)
of the Act. Section 5.26(b) retained the
effectiveness of the existing regulations
of the Farm Credit Administration and
the Farm Credit System, the institutions'
charters, bylaws, resolutions, stock
classifications, policy, and elections
until superseded, modified, or replaced
under the authority of the Act. The Farm
Credit Act Amendments of 1980, Public
Law 96-592, amended the Farm Credit
Act of 1971, effective December 24, 1981.

All references to “the Act" in this
subchapter shall be deemed to be
references to the Farm Credit Act of
1971, as amended. All obligations and
contracts under the prior laws remain
enforceable unless and until modified by
the Act. The purpose of these
regulations is to implement the
provisions of the Act. Contracts,
including but not limited to notes,
bonds, debentures, loans, security, and
collateral, entered into by the Farm
Credit Administration or any of the
institutions of the Farm Credit System
before the issuance of these regulations
shall remain valid and enforceable upon
their terms unless and until they are
subsequently modified in accordance
with the Act.

2.12 CFR, Part 611, Subpart B, is
revised to read as follows: )

Subpart B—Policy

§611.200 Farm Credit policies.

Recognizing as national policy that a
prosperous and productive agricultural
economy requires a permanent financing
system, Congress initially authorized *
prior law and continued under the 1971
Act, a System of limited-purpose,
farmer-owned banks and associations
designed to furnish sound, adequate,
and constructive credit to farmers and
ranchers and their cooperatives. The
1980 Amendments to the Farm Credit
Act of 1971 expanded the classes of
eligible borrowers to include producers
or harvesters of aquatic products, and
expanded the lending authority of
System insititutions to enable them to be
more responsive to the credit needs of
agriculture. This expanded authority
accentuates the impact of the System on
agricultural and aquatic economies, on
the other elements of the Nation's total
business community, and on the public
generally. Consequently, the public
interest will be protected under rules
dealing with supervision, examination,
audit, lending, and funding operations of
the System. These regulations identify
areas in which Systemwide and district
policies for the guidance of management
and operaticns of the banks and
associations are necessary to assure the
accomplishment of the Act's objectives.

8. 12 CFR, Part 611, Subpart D, is
revised to read as follows:

Subpart D—The Farm Credit System

§611.400 System organization.

(a) The Farm Credit System includes
the Federal land banks, the Federal land
bank associations, the Federal
intermediate credit banks, the
production credit associations, the
banks for cooperatives, service
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corporations authorized by section 4.25
of the Act and unincorporated service
organizations formed pursuant to
agreements authorized by section
5.6(a)(5) of the Act. Each institution is
chartered by the Farm Credit
Administration, an independent agency
of the executive branch of the United
States Government. Each of these
banks, associations, and service
corporations is an instrumentality of the
United States, created to carry out the
congressional policy and objectives of
the Act. These institutions are subject to
the regulation and supervision of the
Farm Credit Administration. Each bank
has immediate supervisory
responsibility over its respective
associations in its district. The banks
which are stockholders of a service
corporation have, through their boards
of directors, immediate supervisory
responsibility over the service
corporation.

(b) The banks have immediate
supervisory responsibility over
unincorporated service organizations as
owners or as participating users.
Through their boards, the banks
prescribe the powers, duties, authorities,
and functions of such organizations.
Unincorporated service organizations
are under the direction of their
governing bodies or similar managing
bodies.

4. Section 611.1010 is revised to read
as follows:

§611.1010 Powers, duties, and
responsibilities.

The district board, acting in that
capacity or as the board of a bank, as
appropriate, shall;

(a) Provide rules for its operation as a
district board and as a separate board
for each bank, and provide such other
rules, guidelines, and policy guidance
within the district as may be appropriate
for the effective implementation of the
Act and these regulations,

(b) Adopt bylaws for each bank and
approve bylaws for associations from
standard and optional bylaws approved
by the Farm Credit Administration.
Bylaws and amendments to bylaws
proposed by a bank or association
require Farm Credit Administration
approval before implementation.

(c) Authorize agreements for joint
services which can be most effectively
performed by joint undertakings within
or between districts for functions and
services to borrowers and to institutions
of the System. When such agreements
have impact on or implications for other
institutions of the System, the general
protection of borrowers' equities, or the
overall public interest, the proposals
shall be undertaken after prior

consultation with Farm Credit
Administration.

(d) Employ a chief executive officer
for each bank, and establish
performance standards for the office.
The board shall hold the officer
accountable for the responsibilities
delegated to him or her in administering
the bank's business. The chief executive
officer shall operate the bank according
to policies prescribed and approved by
the board, and according to the
provisions of these regulations, the
bylaws, and the Act.

{e) Adopt a policy to provide direction
for the district and each Farm Credit
entity in the district with regard to the
management of human resources. Such
policy shall include a statement of the
board concerning recruitment and
placement, employee development and
training, and compensation and benefits,

(f) Provide for the supervision of the
associations in the district to assure that
authorized services are available to
eligible persons in the most effective
and efficient manner. s

(g) Adopt and prescribe consistent
lending and operating policies for each
bank and for all associations in the
district as authorized by the Act and by
these regulations. Such policies shall
establish that the credit and other
services available to eligible persons are
uniform, to the extent feasible, and are
at the lowest reasonable cost consistent
with sound business operations. The
policies of the board shall recognize that
the strength of the Farm Credit System
lies substantially in its cooperative
character, that each institution is an
integral part of the statutory scheme for
the whole System, and shall require that
each institution shall consider the total
credit needs of and services available to
eligible borrowers.

(h) Formulate broad policy guidelines
concerning the funding operations of
banks in the district and in concert with
other district boards, furnish long-range
guidance to the System for future
funding of the System.

(i) Consider recommendations made
in examination and audit reports and
take appropriate corrective actions, as
determined by the board or as required
by the Farm Credit Administration. If
the district board does not concur with
corrective actions required by the Farm
Credit Administration, the Federal Farm
Credit Board shall determine the
appropriate corrective action.

(j) Provide a periodic review of the
credit and related service needs of
farmers, ranchers, producers or
harvesters of aquatic products, and
cooperatives in the district, and
recommend programs or program

modifications to the Federal Farm Credit
Board.

5. Section 611.1055 is revised to read
as follows:

§611.1055 Minutes of the governing
bodies of incorporated and unincorporated
service organizations.

The governing bodies of incorporated
and unincorporated service
organizations shall keep full and
accurate minutes of their meetings.
Copies of the minutes shall be sent, as
required, to the Farm Credit
Administration.

6. Section 611.1060 is revised to read
as follows:

§611.1060 District organization.

The district board shall provide a
means of facilitating and promoting
maximum communications among the
banks in the district. In addition, the
district board shall provide an efficient
and effective means of coordinating
communications of the banks in the
district with the Farm Credit
Administration, with other parts of the
System, with other organizations, with
borrowers, and with the public. The
district board shall provide for these
means of communications through a
committee of presidents of the three
banks in the district or through some
other organizational pattern. The
organizational pattern should encourage
and help effectuate closer relationships
among the banks as a means of
providing in the most efficient and
effective manner the best possible
service to members.

7. Section 611.1070 is revised to read
as follows:

§611.1070 Branches.

(a) A bank, an incorporated service
corporation, or an unincorporated
service organization may establish
branches or other offices necessary for
the effective operation of its business
upon approval of its board or governing
body. Such actions shall require the
approval of the Farm Credit
Administration,

(b) An association may establish such
branches or other offices necessary for
the effective service to borrowers when
approved by its board and the
supervisory bank.

8. Section 611.1090 is revised to read
as follows:

§611.1090 District changes.

District boards may recommend the
merger of two or more districts, the
transfer of territories between districts,
or a change in the name of a district.
The recommendation and justification
for the recommendation shall be
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submitted by the district boards to the
Farm Credit Administration for tentative
approval by the Federal Farm Credit
Board before they are submitted for any
required stockholder approval.
Following approval by the stockholders,
the proposed change shall be submitted
to the Farm Credit Administration for
approval by the Federal Farm Credit
Board,

9. Section 611.1100 is revised to read
as follows:

§611.1100 Mergers or consolidations of
banks.

As authorized by sections 4.10 and
5.18 of the Act, similar banks (operating
under the same title of the Act) may
merge or consolidate. Any of the banks
proposing to merge or consolidate shall
jointly submit to the Farm Credit
Administration for review the proposal
and justification for the proposed action
and recommendations for the
formulation of a board of directors for
the continuing or consolidated bank.
Approval of the merging or
consolidating banks' stockholders shall
be obtained after tentative approval by
the Federal Farm Credit Board.
Following approval by the stockholders,
the proposed merger or consolidation
shall be submitted to the Farm Credit
Administration for final approval by the
Federal Farm Credit Board.

10. Section 611.1110 is revised to read
as follows:

§611.1110 Creation of new associations,

Any application for the issuance of a
charter to a new Federal land bank
association shall meet the requirements
of section 1.13 of the Act, and any
application for the charter of a new
production credit association shall meet
the requirements of section 2.10 of the
Act. Along with the application and
recommendations required by said
sections, the proposed association shall
submit its proposed bylaws from the
standard or optional bylaws approved
by the Farm Credit Administration, or
its proposed additions and
modifications to approved standard
bylaws provisions.

11. Section 611.1120 is revised to read
as follows:

§611.1120 Amendments of association
charters.

(a) The Governor shall have the
power to direct at any time changes in
an association's charter that are
necessary to accomplish the purposes of
the Act.

(b) Subject to the approval of the bank
board and the Farm Credit
Administration, an association charter
may be amended. Proposals for

amendment may include, among others,
mergers or consolidations, transfers of
territories, and changes in association
headquarters and title, Proposals for any
charter amendments shall be submitted
by the bank to the Farm Credit
Administration. The proposal shall be
accompanied by the following:

(1) A certified copy of the
association's board of directors’
resolution approving the proposed
change.

(2) A certified statement from the
bank's board of directors approving the
proposed change.

(3) Any additional information that
would be helpful to the Farm Credit
Administration in acting upon the
proposed change.

(c) Proposals for mergers or
consolidations are subject to the
following procedures. The boards of
directors of two or more similar
associations may propose to merge or
consolidate associations. The
resolutions proposing such agreement
shall be submitted to the supervising
bank board for approval, together with
an agreement setting forth the terms and
conditions of the merger or
consolidation.

(1) The agreement for merger or
consolidation shall include:

(i) The proposed effective date. 2

(ii) The proposed name and location
of the continuing or consolidated
association.

(iii) The proposed charter and bylaws
of the continuing or consolidated
association.

(iv) The names of persons nominated
to serve as directors until the first
annual meeting after the merger or
consolidation. In a merger, present
directors of the merging associations
may serve as directors of the continuing
association until the expiration of their
terms. However, the directors must be
serving current terms of office that will
expire on a staggered basis to assure
that an election of director(s) occurs at
the first and subsequent annual
stockholders' meetings following the
merger. In such cases, the number of
directors cannot exceed the maximum
number of directors designated in the
continuing association's bylaws.

(v) The authority for transferring
assets to and for assuming liabilities by
the continuing or consolidated
association.

(vi) The provision relating to the stock
of the constituent associations and the
stock of the continuing or consolidated
assocation. No fractional shares of stock
shall be issued.

(vii) The granting of authority to
persons designated to carry out the
terms of the agreement, including the

authority to execute any documents
necessary to perfect title.

(2) Approval of a merger or a
consolidation follows two steps:

(i) If the bank board approves the
proposed merger or consolidation, the
bank shall certify and shall transmit the
tentative agreement to the Farm Credit
Administration for review and for
tentative approval. When the bank
obtains the tentative approval of the
Farm Credit Administration, the
proposed merger or consolidation shall
be submitted to the stockholders of the
merging or consolidating associations
for approval. Approval shall require a
majority of the voting stockholders
present and the written proxies (of
voting stockholders) which are
presented at a duly held stockholders’
meeting of each constituent association.
Voting may be by proxy, duly
authorized in writing. The bank shall
prescribe the form of proxy which shall
be furnished or made available to each
stockholder eligible to vote.

(ii) If the associations' stockholders
approve the proposed merger or
consolidation, the bank shall forward to
the Farm Credit Administration a copy
of the stockholders' resolution and a
certified statement from each
constituent association. The statement
shall certify that the quorum, including
proxies, was present at the
stockholders’ meeting and that a
majority of the members voting,
including proxies, approved the
proposed merger or consolidation. If the
Farm Credit Administration approves
the proposed merger or consolidation, it
shall amend the charter of the
continuing association or issue a new
charter to the consolidated association.
Thereafter, the designated directors of
the continuing or consolidated
association may take actions necessary
to transact the association’s business,
subject to ratification by the directors at
the first meeting after the effective date
of the merger or consolidation. The
execution of the agreement and the
merger or consolidation in its entirety
shall be under the direction of the bank.
Bylaws of the continuing or
consolidated association ghall be
submitted to the Farm Credit
Administration for approval when
appropriate,

(d) Territorial adjustments are subject
to the following requirements:

(1) All stockholders and all borrowers
whose operations are located in
adjusted territories shall be informed in
writing of the territory adjustment. Also,
they shall be notified of the transfer of
their loans and the exchange of related
equities for equities of like kinds and
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amounts in the transferee association. If
a like kind of equity is not available in
the transferee association, similar
equities shall be offered which will not
affect adversely the interests of the
owner. Upon writien request, each
stockholder shall be informed of the
availability of the association’s latest
financial and related information for
review by the stockholder.

(2) The Agreement of Transfer of
Territory and the notice of territory
transfer shall provide 60 days from the
date of the notice for stockholders to
notify either association in writing of
their decision to decline acceptance of
the equities of the transferee association
and to remain with the transferor
association for normal servicing until
the current loan is paid. Any application
by the borrower for renewal or for
additional credit shall be made to the
transferee association, except for those
applications permitted under § 614.4070.

12, Part 611 is amended by adding
§ 611.1160 to read as follows:

§611.1160 Incorporated and
unincorporated service organizations.
Incorporated and unincorporated
service organizations shall be subject to
regulations for the banks and
associations of the Farm Credit System.

PART 613—ELIGIBILITY AND SCOPE
OF FINANCING

1. Section 613.3000 is revised to read
as follows:

§613.3000 Authority.

Sections 1.8, 2.3, and 2.15 of the Act
authorize the Federal land banks and
production credit associations to make
loans to bona fide farmers, ranchers,
producers or harvesters of aquatic
products, rural residents, and persons
furnishing services directly related to
the onfarm operating needs of farmers
and ranchers. Similarly, sections 3.7 and
3.8 of the Act authorize banks for
cooperatives to make loans to eligible
cooperatives and loans to domestic or
foreign parties that substantially benefit
a cooperative which is a voting
stockholder.

2. Section 613.3020 is revised to read
as follows:

§813.3020 Farmers and ranchers and
producers or harvesters of aquatic
products.

(a) Definitions:

(1) A bona fide farmer or rancher is a
person owning agricultural land, or
engaged in the production of agricultural
products, including aquatic products
under controlled conditions.

(2) A producer or harvester of aguatic
products is a person engaged in

producing or harvesting aquatic
products for economic gain in open
waters under uncontrolled conditions.

(b) Eligibility:

(1) To be eligible to borrow, an
individual’s qualification as a bona fide
farmer, rancher, or producer or
harvester of aquatic products shall be
established as a part of the application
for credit.

(2) A legal entity shall meet the same
requirements in either paragraph (a) (1)
or (2) above and at least one of the
following qualifications to be eligible to
borrow:

(i) More than 50 percent of the value
or number of shares of its outstanding
voting stock or equity is owned by the
individuals conducting the farming,
livestock, or aquatic operation.

(ii) More than 50 percent of the value
of its assets consists of assets related to
the production of agricultural products
or production or harvest of aquatic
products.

(iii) More than 50 percent of its
income originates from its production of
agricultural products or production or
harvest of aquatic products.

(c) In addition, any loan to a legal
entity in which at least 50 percent of the
ownership or control is vested directly
or indirectly in another legal entity that
does not meet at least one of the
preceding three requirements shall be
subject to prior approval of the
appropriate bank and submitted to the
Farm Credit Administration for post-
review. The applicant must also
demonstrate that such owned or
controlled legal entity can operate as a
counterpart to the normal farm or
aquatic business eligible to borrow,
without jeopardy to such normal farm or
aquatic business or the general
agricultural or aquatic economy.
Submissions shall fully document the
ownership structure, the business
affiliations of those owning or
controlling the applicant, and the
compatibility of the applicant's farming
or aquatic business to normal farm or
aquatic business operating in the area or
to the general agricultural or aquatic
economy.

(d) A legal entity engaged in
agriculture or production or harvesting
of aquatic products for the primary
purpose of conducting its operation at a
loss to absorb taxable income from
nonagricultural or nonaquatic sources
shall not be eligible. The legal entity
shall demonstrate compliance with this
subsection.

§613.3030 [Removed]

3. Part 613, Subpart B, is amended by
removing § 613.3030.

§§ 613.3070, 613.3080, 613.3090 and
613.3100 [Removed]

4. Part 613, Subpart D, is amended by
removing §§ 613.3070, 613.3080, 613.3090,
and 613.3100.

5. Section 613.3110 is revised to read
as follows: s

§613.3110 Cooperative eligibility.

(a) Definitions. For the purpose of this
part—

(1) "Cooperative” means any
association of farmers, ranchers,
producers or harvesters of aquatic
products, or any federation of such
associations, or a combination of such
associations and farmers, ranchers, or
producers or harvesters of aquatic
products, which is operated on a
cooperative basis; is engaged in
processing, preparing for market,
handling, or marketing farm or aquatic
products; or purchasing, testing, grading,
processing, distributing, or furnishing
farm or aquatic supplies; or furnishes
farm or aquatic business or other
services to eligible farmers, ranchers,
producers or harvesters of aquatic
products, or eligible cooperatives.

(2) “Cooperative basis’ means the
conduct of business for the mutual
benefit of the members as patrons.

(3) “Farm or aquatic supplies and farm
or aquatic business services" are any
goods, business, or services normally
used by farmers, ranchers, or producers
or harvesters of aquatic products which
contribute to their business operations
or are in furtherance of the welfare or
security of the livelihood of such
persons.

(4) “Service cooperative" is a
cooperative predominantly involved in
providing a specialized business service
related to the agricultural or aquatic
business operations of farmers,
ranchers, or producers or harvesters of
aquatic products, or cooperatives as
approved by the Farm Credit

dministration.

(b) Eligibility. To be eligible to borrow
from a bank for cooperatives, a
cooperative shall meet the following
requirements:

(1) The percentage of voting control of
the cooperative held by farmers,
ranchers, producers or harvesters of
aquatic products, or cooperatives
eligible to borrow from a bank for
cooperatives shall be at least 80 percent
except:

(i) 60 percent in the case of rural
electric, telephone, public utility, and
service cooperatives;

(ii) 80 percent in the case of local farm
supply cooperatives which have
historically served needs of the
community that would not adequately
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be served by other suppliers and have
experienced a reduction in the
percentage of farmer membership due to
circumstances beyond their control such
as, but not limited to, urbanization of the
community;

(iii) 60 percent in the case of local
farm supply cooperatives which provide
or will provide needed services to a
community and which are or will be in
competition with a cooperative specified
in Section 3110(b)(1)(ii).

(2) Requirements for a higher
percentage of voting control by farmers,
ranchers, producers or harvesters of
aquatic products, or eligible
cooperatives may be established by
resolution of the bank board with
respect to any type of cooperative. Such
higher voting control percentage
requirements shall be applied uniformly
and consistently to any type of
cooperative so designated in the bank
board resolution. Such resolutions shall
be subject to the prior approval of the
Farm Credit Administration.

Bank board policies shall ensure that
bank procedures require good faith
representations on the part of borrowers
in applications for loans and in loan
covenants to affirm that the minimum
farmer, rancher, and aquatic producer or
harvester voting control percentage
requirements established by the Act are
met. The procedures shall require -
documentation in bank loan files of the
basis on which such representations are
made and accepted in the case of those
cooperatives whose records do not
establish the percentage of voting
control held by agricultural or aquatic
producers. Board policies concerning
cooperative voting control shall be
subject to Farm Credit Administration
approval. )

(3) The cooperative deals in farm or
aquatic products or products therefrom,
farm or aquatic supplies, or farm or
aquatic business services with or for
members in an amount at least equal‘in
value to the total amount of such
business transacted by it with or for
nonmembers, excluding from the total of
member and nonmember business
transactions with the United States or
any agencies or instrumentalities thereof
or services or supplies furnished as a
public utility,

(4) No member of the cooperative has
more than one vote because of the
amount of stock or membership capital
owned therein; or, the cooperative must
restrict dividends on stock or
membership capital to 10 percent per
year or the maximum percentage per
year permitted by the applicable State
statutes, whichever is less.

(5) A cooperative which is not eligible
under the foregoing requirements but
which was otherwise eligible and was a
borrower on May 17, 1972, will continue
to be eligible for further borrowing
provided it does not materially change
its entity structure or ownership and
control and continues to meet the
eligibility standards under which it was
qualified to borrow on May 17, 1972,

(c) Scope of financing. A bank for
cooperatives may make loans to meet
any credit need which will enable a
cooperative to perform those functions
or powers prescribed in § 613.3110(a)
which will benefit its members. A bank
may also make loans to a cooperative
otherwise eligible to borrow for
purposes not directly related to such
primary functions or powers, so long as
a finding is made that the amount to be
lent is reasonably modest in relation to
the total credit provided and such
business purpose(s) will enhance the
well-being of the members and patrons.

§613.3120 [Removed]

6. Part 613, Subpart D, is amended by
removing § 613,3120.

PART 614—LOAN POLICIES AND
OPERATIONS

1. Section 614.4051 is revised to.read
as follows:

§614.4051 Federal land bank and Federal
Intermediate credit bank credit review.

(a) It shall be the duty of each
supervising bank to review adequately
and evaluate annually the credit quality
of loans and related loan assets and the
quality of credit administration in each
Federal land bank association and each
production credit association. Each
bank board shall adopt policies
prescribing credit review criteria and
providing for the issuance of a report to
the association board. The adequacy
and reliability of bank reviews and the
completeness of reporting shall be major
considerations by Farm Credit
Administration examiners in
determining the scope of their audit and
examination of associations and banks,
Bank policies shall be subject to
approval by the Farm Credit
Administration. The policies shall
include at least the following:

(1) Evaluating and reporting shall at
all times be under the supervision of a
bank officer, properly trained and with
proven capability in analyzing loans,
credit administration, and personnel
performance.

(2) A credit review program shall be
prepared annually which will designate
the scope of review to be made in each
association. The extent of review may
range from a minimum sampling in

strong associations to a full review in
weaker associations. All associations
shall be subject to a comprehensive
review at intervals of no more than 3
years.

(i) Scope of review—production credit
associations. A comprehensive scope of
review shall include a review of loans,
acquired property, sales contracts,
liquidating assets, the total area of
credit administration, and the report
from the association board at yearend of
the number and amount of losses
estimated in its loan portfolio. The basis
for a decision to exclude any of these
areas from a minimum review should be
documented in the review report.

(ii) Scope of review—Federal land
bank associations. A comprehensive
scope of review shall include new loans
made, partial release and subordination
functions, forbearance cases, overall
loan servicing, the total area of credit
administration, including appraisal
accuracy, and the report from the
association board at yearend of the
number and amount of losses estimated
in its loan portfolio. The basis for a
decision to exclude any of these areas
from a minimum review should be
documented in the review report.

(3) An annual written report shall be
prepared on each Federal land bank
association and production credit
asgsociation detailing:

(i) The quality of credit,

(ii) The quality of credit
administration, and

(iii) An evaluation of management
(unlegs prepared by other bank
departments) and compliance with law,
regulations, and association and bank
policies.

(4) Loans shall be classified in
accordance with the following
Systemwide loan classification
standards:

(i) Acceptable loans. Loans of highest
quality, ranging down to and including
those having significant credit
weaknesses,

(ii) Problem loans. Loans having
serious credit weaknesses requiring
more than normal supervision but
believed to be collectible in full.

(iii) Vulnerable loans. High risk loans
still considered collectible but involving
probability of loss in the event
repayment from available sources does
not materialize.

(iv) Loss loans. Loans on which all or
any portion is deemed uncollectible.

(5) Statistical reporting shall comply
with minimum uniformity requirements
prescribed by the Farm Credit
Administration.
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(6) Association internal credit reviews
may be used as a part of the bank's
review program provided:

(i) Authority and direction is provided
in the bank board policy and the
program is approved by FCA.

(ii) The bank provides the necessary
training, supervision, and testing of the
association review process.

(7) Credit procedures will be issued to
bank personnel to facilitate the making
of credit reviews and the issuance of
reports. Where the bank and/or
association have adopted special
lending programs (i.e., specialized
enterprise financing, young farmer
programs, etc.), bank procedures will
provide that such loans be classified in
accordance with standards prescribed
in paragraph (a)(4) of this section but
that the reports also contain a specific
and separate analysis of each special
lending program. Such analysis should
cover the reasons for the program, the
characteristics of borrowers including,
the quality of service and control
exercised over the loan, relative
progress being made by individual
borrowers as indicated by information
obtained in connection with usual
loanmaking and servicing actions, and
the success or failure in meeting the
objectives of the program.

(b) Each Federal intermediate credit
bank policy shall provide for a credit
review of other financing institutions
borrowing, or discounting, or selling
paper. The bank’s credit review program
shall prescribe a scope of review for
such institutions commensurate with (1)
the capability and responsibility of the
institution, and (2) the ratio of peak debt
to capital and collateral pledged.
Frequency of review and loan
classification and reporting standards
will be generally the same as for
production credit associations,
recognizing that supervisory
responsibility is not a factor.

2. Section 614.4070 is revised to read
as follows:

§614.4070 Loans outside the established
territory—Federal land banks, Federal land
bank assoclations, and production credit
associations.

(a) A loan to finance eligible borrower
operations conducted wholly within the
territory of a bank or an association
may be made by the bank or association
in whose territory the operations are
conducted regardless of the residence of
the applicant.

(b) A loan to finance eligible borrower :

operations which are conducted
partially within and partially without
the territory of an association or bank
may be made if concurrence is obtained
from all like supervisory banks

responsible for territories in which the
operations are conducted.

(c) A loan to finance eligible borrower
operations conducted wholly outside the
chartered territory of an association or
bank may be made, provided such loans
are authorized under policies
established by the bank board and
approved by the Farm Credit
Administration, If a loan is made to an
eligible borrower whose operation is
conducted wholly outside the chartered
territory of the lending association or
bank, concurrence of like associations
and the supervising bank(s) in whose
territory(ies) the operation is conducted
shall be obtained.

3. Section 614.4180 is amended by
revising paragraph (b) to read as
follows:

§614.4180 Federal land banks.

(b) The outstanding loan balance on
any loan shall not at any time during the
life of the loan exceed 85 percent (97
percent if guaranteed by a Federal,

‘State, or other governmental agency) of

the appraised value established by the
most recent appraisal report on the
primary real estate security. This shall
not however, prohibit advancing taxes,
advancing insurance premiums with
respect to the real estate, capitalizing
past due interest, rescheduling loan
payments, or granting partial releases of
security interests in the real estate
when, (1) if there is adequate collateral
to support the total amount of the
outstanding debt, such action will
increase the ability of the debtor to
repay the debt, or (2) if there is not
adequate collateral to support the debt,
the actions are considered necessary to
protect the financial interest of the bank
in the collateral.

4. Section 614.4230 is amended by
revising paragraphs (a) and (c) to read
as follows:

§614.4230 Federal land banks.

(a) Primary security for a Federal land
bank loan shall consist of a first lien on
an interest in real estate comprising
agricultural property, an eligible farm-
related business, an eligible rural
residence, or real estate used as an
integral part of an eligible aquatic
operation, whichever is most
appropriate for the type of loan being
made. The real estate interest must be
mortgageable under deeds or leases
which reasonably may be considered
adequate to allow the bank to have the
security of a first lien upon such interest.
Collateral closely aligned with, an
integral part of, and normally sold with
real estate may be included in the

appraised value of the primary security
upon which a loan is based. Values shall
be determined within appraisal
standards approved by the bank.

(c) Personal property used in farming
or aquatic operations and considered as
collateral for short- and intermediate-
term credit will normally not be
included as additional security. Before
taking such personal property as
additional security, the Federal land
bank and Federal land bank
associations shall consider whether all
or a portion of the credit needs might be
met more satisfactorily by a short- or
imtermediate-term loan such as may be
obtained through a production credit
association in accordance with district
board policies under § 616.6020 of these
regulations.

5. Section 614.4310 is revised to read
as follows:

§614.4310 Interest rate limitations for
Federal intermediate credit banks.

(a) Federal intermediate credit banks
may not purchase, discount, or accept as
collateral for loans, notes or other
obligations on which the original
borrower has been charged an interest
rate which exceeds by more than 4
percent per annum the lending rate of
the Federal intermediate credit bank.
Payment of interest on other than a
simple interest rate basis (add-on,
interest after maturity, etc.) may be
accepted provided the effective simple
interest rate to the borrowers does not
exceed the 4-percent spread limitation.

(b) For fixed rate loans, the FICB
interest rate in effect on the date the
loan is closed shall be used to determine
whether the limitation in paragraph (a)
of this section is exceeded.

(c) For loans on which the interest
rates vary, the current rate charged the
borrower shall not at any time exceed
by more than 4 percent per annum the
current Federal intermediate credit bank
rate.

(d) Interest rates charged borrowers
by commercial banks on PCA-
commercial bank participation loans
shall not exceed by more than 6 percent
per annum the lending rate of the
Federal intermediate credit bank.

6. Section 614.4340 is revised to read
as follows:

§ 614.4340 General.

(a) With approval of the boards of
directors of the respective Farm Credit
System institutions, Farm Credit banks
and associations may enter into
agreements to share loan and other
losses as provided in paragraph (b) of
this section. The loss-sharing
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agreements shall cover, but not be
limited to, definition of terms, terms and
conditions for activation, determination
of assessment formulas, limitation on
assessments, reimbursements,
administration, arbitration, and
provisions for amendment and
termination. All loss-sharing agreements
shall be subject to Farm Credit
Administration approval,

(b) Loss-sharing agreements to pratect
against the impairment of capital stock
and participation certificates and for
gny other purpose may be entered into

V:

(1) The 12 Federal land banks;

(2) TL.. 12 Federal intermediate credit
banks;

(3) The 12 district banks for
cooperatives;

{4) The 37 Farm Credit banks;

(5) Federal land bank and district
Federal land bank associations;

(6) District Federal land bank
associations with the approval of the
supervisory bank;

(7) Federal intermediate credit bank
and district production credit
assoeiations; and

(8) District production credit
associations with the approval of the
supervisory bank.

7. Section 614.4511 is revised to read
as follows:

§614.4511 Federal land bank assoclation
compensation.

Bank financial policies on Federal
land bank association compensation are
subject to the approval of the bank
board and the Farm Credit
Administration. Compensation may be
paid to associations in an amount which
reflects the value of the services being
rendered for the bank and other
financial policies and objectives.
Compensation plans and changes
thereto shall be approved by the bank
board.

8. Section 614.4520 is revised to read
as follows:

§614.4520 General.

{a) To provide the best possible credit
service to farmers, ranchers, and >
producers or harvesters of aquatic
products, a district board may adopt
policies permitting banks and
associations to enter into agreements
(subject to approval by the bank) with
agents, dealers, cooperatives, other
lenders, and individuals to facilitate the
making of loans to eligible farmers,
ranchers, and producers or harvesters of
aquatic products.

(b) Federal land banks. A bank, or an
association with bank approval, may
enter into an agreement (which will
accrue to the benefit of the borrower

and lender) with third parties to perform
fuhctions in loanmaking or servicing
other than the evaluation and approval
of loans. When such an agreement is
developed, and the territory covered by
the agreement extends outside the

- territorial limits of the originating

association or bank, the written consent
of all affected banks or associations is
required, Reasonable compensation may
be paid for services rendered.

(c) Production credit associations may
enter into agreements with private
dealers or cooperatives permitting them
to take applications for loans from the
association to purchase farm or aquatic
equipment, supplies, and machinery.
Such agreements shall normally be
limited to persons or businesses selling
to farmers, ranchers, or producers or
harvesters of aquatic products and shall
contain credit limits consistent with
sound credit standards. When the sales
territory of a dealer or cooperative
extends outside the territory of the
originating association or the Farm
Credit district, written consent of each

“bank and association affected shall be

obtained before making such loans.
Reagonable compensation may be paid
or charged to a dealer or cooperative for
services rendered in connection with
such programs.

(d) Subject to the approval of the
respective bank’s board of directors,
Federal land banks, Federal
intermediate credit banks, banks for
cooperatives, and production credit
associations may enter into memoranda
of understanding among themselves or
with other lenders for the simultaneous
processing and closing of loans to a
mutual borrower. The basic policies and
principles of each System lender shall

apply.

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

1. Section 615.5000 is revised to read
as follows:

§615.5000 General Responsibilities.

(a) System—Primary responsibility for
the procurement of funds rests with the
System acting through its finance
committees or subcommittees. These
finance committees or subcommittees
shall determine the amount, maturities;
rates of interest, and participation by
the banks in each issue of joint,
consolidated, or Systemwide
obligations.

(b) Farm Credit Administration—The
Farm Credit System has significant
impact upon the investment community,
the general public, and the national

economy in both the volume and the
manner by which funds are raised. The
Farm Credit Administration holds a
significant responsibility to supervise
the collateral integrity of the debt
obligations issued, to ensure ready
accessibility to the money and capital
markets, to preserve the stature and’
respect for the System's securities in the
market-place, and to maintain
appropriate liaison with the U.S.
Treasury Department and the financial
community in general. Whenever each
bank of the Farm Credit System obtains
funds from the sale of obligations, the
amount, maturities, rates of interest, and
participation of each bank in each issue
shall be subject to the approval of and
the obligations shall be executed by the
Governor of the Farm Credit
Administration, In the exercise of
responsibility to supervise the funding of
the Farm Credit System, the Governor,
or a designated representative at the
Governor’s discretion, shall be present
whenever the terms and conditions of
publicly issued obligations are
determined. -«

(c) The Treasury Department—The
Farm Credit Administration shall keep
the U.S. Treasury Department informed
of all public financing plans and actions
by the institutions under its supervision
and shall consult with the Secretary of
the Treasury or his representative prior
to taking any action relative to the
amounts, maturities, rates of interest,
and such terms and conditions of a sale
of debt obligations.

2. Section 615.5010 is revised to read
as follows:

§615.5010 Fiscal Agency.

(a) The Fiscal Agency of the Farm
Credit banks is authorized to market
System obligations and to assist the
banks in the handling and investment of
bank flows of funds and investment
portfolios at the request of the banks,
and shall maintain accurate and timely
records. The banks shall provide for the
sale of obligations through the Fiscal
Agency by negotiation, offer, bid,
syndicate sale, and for the delivery of
such obligations by book entry, wire
transfer, or such other means as may be
appropriate. The Fiscal Agency shall
conduct the funding for the banks at the
direction of the appropriate finance
committees under broad policy direction
of the district boards acting in concert.
By resolutions of agreement adopted by
the boards of each of the banks,
appropriate committees may be
established for the instruction and
direction of the Fiscal Agency.

(b) The interaction of the Farm Credit
System with the financial community
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shall be conducted principally through *
the Fiscal Agency. In order to aid in the
process of ensuring continued and
independent access to the national and
international money and capital
markets, to provide for an adequate and
reliable supply of credit to meet the
objectives of the Act, and to assure
cooperation and coordination among the
institutions of the System, the Fiscal
Agency shall be subject to supervision
and examination by the Farm Credit
Administration.

§615,5020 [Removed]

3. Part 615, Subpart A, is amended by
removing § 615.5020,

4. Section 615,5050 is amended by
revising paragraphs (a), (b), (d), (e)(3),
(e)(4) and by removing paragraph (e)(5).

§ 615.5050 Poiicy.

(a) Each bank shall have on hand at
the time of issuance of any long-term
notes, bonds, debentures, or similiar
obligations, and at all times thereafter
maintain, free from any lien or other
pledge, assets consisting of notes and
other obligations representing loans
made under the authority of the Act,
notes of Federal land banks, Federal
intermediate credit banks, and banks for
cooperatives representing secured
interbank or intersystem loans, readily
marketable securities approved by the
Farm Credit Administration or cash, in
an aggregate value equal to the amount
of long-term notes, bonds, debentures, or
similar obligations outstanding for
which the bank is primarily liable.

(b) The collateral value of eligible
investments shall be the lower of cost or
market value.

. - - - -

{d) When there is loan servicing, such
as reamortization, extension, deferment
or partial release, the new unpaid
balance may be used as the collateral
carrying value. In case of Federal land
banks the carrying value shall not
exceed 85 percent (97 percent if
guaranteed by Federal, state or other
governmental agencies) of the appraisal
value established by the most recent
appraisal report of the primary security.

[e) 3N

(3) A certified report by a bank officer
at each regular meeting of the board of
directors. The report should certify to
the eligibility and the adequacy of
collateral. Items to be reported will
include but not be limited to the total
amount of eligible collateral, amount of
ineligible loans, amount of deductions,
and the amount of excess collateral.

(4) Written procedures and practices
to ensure that there will be a high degree

of accuracy in protecting and accounting
for the collateral.

6. Section 615.5101 is revised to read
as follows:

§615.5101 Resolution required.

Each bank's board of directors shall
by resolution authorize the issuance of
notes, bonds, debentures, and similar
obligations in such amounts as may be
required to meet the bank’s needs. Such
resolution shall specify the maximum
amount of obligations which shall be
outstanding at any one time, and shall
authorize the president of the bank, the
executive committee or appropriate
officers to do all things necessary and
proper to issue such obligations, Each
such resolution shall cover all
authorities to issue or borrow as stated
in sections 4.2 and 4.3(b) of the Act and
Regulations § 615.5050 (e)(3).

7. Section 615.5102 is revised to read
as follows:

§615.5102 Finance Committee.

Each finance committee for the banks
organized and operating under the
respective titles of the Act composed of
the president of each such bank or the
president’s designee may appoint
appropriate subcommittees and shall
establish its organization,
responsibilities, and procedures relating
to its operations and those of its
subcommittees, subject to the approval
of the Governor. The subcommittees or
representatives of the finance
committees shall establish, subject to
the approval of the Governor, their
organization, responsiblities, and
procedures to cover their operations and
those of their subcommittees for the
issuance of Systemwide obligations.

8. Section 615.5135 is revised to read
as follows:

§615.5135 Investment policy.

(a) Banks are authorized to hold
investment portfolios for the purposes of
maintaining sufficient liquidity,
investing short-term surplus funds, and
managing short-term debt. The bank are
not authorized to maintain investment
portfolios primarily as a‘means of
generating additional income.

(b) Each bank's board of directors
shall adopt a policy, subject to the
approval of the Farm Credit
Administration, regarding the
management of its investments. Within
this policy, the following items shall be
addressed:

(1) The purpose of the bank's
investments.

(2) The portfolio objectives.

(3) The bank's liquidity needs.

(4) The portfolio size and quality.

(5) Maturity guidelines.

(6) Authorization to manage
investment activities.

(7) Reporting and monitoring
requirements.
Additional areas may be addressed in
the policy as deemed appropriate by
each bank.

9. Section 615.5140 is revised to read
as follows:

§615.5140 Eligible investments.

(a) The approved list of eligible
investments for the Farm Credit banks
shall include the following securities:

(1) Consolidated and Systemwide
obligations of the Farm Credit banks.

(2) Direct and full faith obligations of
the United States Government.

(3) Fully guaranteed obligations of the
United States Government,

(4) Federal Home Loan Bank bonds
and notes,

(5) Federal Home Loan Mortgage
Corporation obligations.

(8) Federal National Mortgage
Association notes, debentures, and
participation certificates,

(7) Tennessee Valley Authority
obligations.

(8) International Bank for
Reconstruction and Development
obligations denominated in dollars
(World Bank).

(9) Bankers acceptances.

(10) Negotiable certificates of deposit.

(11) Prime Commercial Paper (Rates P,
or A, limited to 15 percent of total
portfolio).

(12) Prime Finance Paper (Rates P; or
A, are limited to 15 percent of total
portfolio).

(13) Repurchase agreements of eligible
investments. _

(14) Full faith and credit obligations of
a State, municipality, political
subdivision, or public agency or
instrumentality thereof, when approved
by the bank on a case-by-case basis
provided:

(i) The obligations are rated A or
better (or the equivalent) by a
recognized rating service.

(ii) The obligations mature within
approximately 10 years.

(iii) The obligations are readily
marketable.

(15) Other types of investments
authorized by the Farm Credit
Administration.

(b) The collateral value of eligible
investments supporting System
obligations shall be the lower of cost or
market value.

10. Section 615.5141 is revised to read
as follows:
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§615.5141 Production credit assoclations.
Production credit associations shall
invest in obligations eligible as
investments under § 615.5140, as
authorized by the supervising bank.
11. Section 615.5142 is revised to read
as follows:

§615.5142 Federal land bank
associations,

A Federal land bank association shall
invest its excess cash in unsecured
obligations of its supervising bank or in
obligations eligible as investments
under § 615.5140 as authorized by the
supervising bank.

12. Section 615.5280 is amended by
substituting “fair market value” for
“book value" in paragraphs (a) and (b)
to read as follows:

§615.5260 Early retirement of capital
stock and allocated equities of banks for
cooperatives.

(a) In case of liguidation or
dissolution of a present or former
borrower, the bank may, but shall not be
required to, retire and cancel at the fair
market value, not exceeding par, all or
part of the capital stock or any allocated
equity in the bank owned by or
allocated to such borrower. Before any
such retirement shall be made, the
banks shall have reasonable assurance
that the liquidation or dissolution is or
soon will be completed and the business
of the borrower is not being continued
under circumstances in which it would
be appropriate and feasible for any
successor to acquire and hold the
investment interest of the present or
former borrowers in the bank.
Retirements under this provision shall
be authorized in accordance with bank
board policy.

(b) Where the debt of a borrower to
the bank is in default, the bank may, but
shall not be required to, retire and
cancel all or part of any stock or
allocated equities of the bank on which
the bank has a lien as collateral for the
debt, at the fair market value thereof,
not exceeding par value, in total or
partial liquidation of the debt, under any
of the following conditions:

- * "

13. Section 615.5270 is amended by
deleting the word “fair" as a modifier of
book value in paragraph (b). |

§ 6155270 Purchase of class B stock of
the Federal intermediate credit bank by
production credit assoclations.

-

- L - *

(b) When making such allotments, the
bank may transfer, retire, or reissue
outstanding class B stock among the
associations as may be necessary to
establish the proportion indicated in the

preceding paragraph. Stock that is
retired or transferred for this purpose
shall first be the stock purchased by the
associations to the extent it is available,
unless otherwise approved by the Farm
Credit Administration. The bank shall
pay the associations for all stock so
retired or transferred and shall collect
therefor from any association to which
such stock is transferred or reissued, at
the book value thereof not to exceed
par.

§§ 615.5300 and 615.6310 [Removed].

14. Part 615, Subpart |, is amended by
removing §§ 615.5300 and 615.5310.

15. Section 615.5320 is amended by
deleting the word “fair" as a modifier of
book value in paragraphs (a), (b)(1),
(b)(2), and (b)(3).

§615.5320 Retirement of Federal
intermediate credit bank class B stock
participation certificates, and allocated
legal reserve.

(a) When there is no stock held by the
Governor, the bank may retire class B
stock at par, participation certificates at
face amount, and allocated legal reserve
at book value without preference to all
holders thereof and in such manner that
the oldest outstanding stock,
participation certificates, or allocated
legal reserve will be retired first,
provided that after such retirements, the
net worth structure of the bank meets
the minimum requirements approved by
the Farm Credit Administration. :

* * &

(1) Class B stock, participation
certificates, and allocated legal reserve
may be retired at book value thereof,
not exceeding par or face amount as the
case may be, in the event of an
equalization of the ownership by
production credit associations of capital
stock, participation certificates, and
allocated legal reserve of the bank,
whether in connection with an
assessment for capital stock or
otherwise, provided that when an
association surrenders stock,
participation certificates, or allocated
legal reserve, it shall first, unless
otherwise approved by the Farm Credit
Administration, surrender that which
was acquired by purchase to the extent
available and thereafter, surrender that
acquired by patronage distributions
from the bank;

(2) When authorized by the bank
board, class B stock, participation
certificates, and allocated legal reserve

may be retired at the book value thereof,

not exceeding par value or face amount
as the case may be:
* L * - *

(3) The bank board may authorize the
retirement of unimpaired participation

certificates at face amount and allocated
legal reserve at book value owned by
another institution as follows:

- - L - L

16. Part 615, Subpart ], is amended by
adding § 615.5325 to read as follows:

§615.5325 Contributions of capital.

Subject to the approval of the Farm
Credit Administration, Federal land
banks may accept coniributions of
capital and Federal land bank
associations may contribute capital to
the Federal land bank under
circumstances including, but not limited
to provisions of district capital
preservation, loss-sharing, or
recapitalization programs.

17. Section 615.5335 is amended by
revising paragraph (a) to read as
follows:

§615.5335 Federal Intermediate credit
bank system provision for losses on loans.

(a) Each bank shall evaluate its loans
and discounts, accrued interest on loans,
and other loan assets at the close of
each fiscal year and establish and
maintain a provision for losses adequate
to reflect the current value of such
assets.

18. Section 615.5360 is revised to read
as follows: ;

§ 615.5360 Federal land bank association
eamnings.

Any Federal land bank association,
with approval of its supervising bank,
may pay patronage refunds out of the
whole or part of net earnings which
remain after (a) the restoration of the
amount of any impairment of capital
stock, and (b) the maintenance of a
reserve account as provided in section
1.18(a) of the Act. Patronage refunds
shall be paid on the proportionate basis
approved by its supervising bank and
may be distributed in the form of stock,
allocated equities or cash or any
combination thereof with the approval
of its supervising bank.

19. Section 615.5451 is revised to read
as follows;

§615.5451 Consolidated systemwide
notes.

The 12 Federal land banks, the 12
Federal intermediate credit banks, and
the 13 banks for cooperatives issue
consolidated systemwide notes only in
bearer definitive form in denominations
Of 350.000. slmvml m-mo. sllw)t(m'
and $5,000,000.

PART 616—COORDINATION

1. Section 616.8000 is revised to read
as follows:
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§616.6000 Responsibility.

Each district board shall be
responsible for assuring that each bank,
association, and service organization in
its district carries on its functions in the
most efficient manner to the end that
eligible farmers, ranchers, producers or
harvesters of aquatic products, rural
residents, farm-related businesses and
cooperatives have access to complete,
convenient, and high quality credit and
financially related services at
reasonable cost. The broad lending and
service activity authority of the banks
and associations under the Act may
involve overlapping of services among
the units of the System in the absence of
appropriate coordination. Thus, the
interests of those using the System are
best served when the activities are
coordinated closely.

2. The title of Subpart B of Part 616 is
revised to read as follows:

Subpart B—Credit, Financially Related
Services, and Technical Assistance

3. Section 616.6020 is revised to read
as follows:

§616.6020 Overall policy.

District policies should minimize the
possibility of injurious competition
among institutions of the System and
maximize coordination among them in
providing credit services and other
financially related services and
technical services programs. Such
policies shall recognize that the Federal
land banks are long-ferm real estate
mortgage lenders, the production credit
associations and the Federal
intermediate credit banks make short-
and intermediate-term loans, and the
banks for cooperatives provide a
specialized credit service to
cooperatives. The absence of
coordination among institutions will
inevitably work to the detriment of
those using the services of other
institutions of the System. District
policies shall address such subjects as
collateral to be taken by each type
lender, Federal land bank open-end
advance and readvance mortgage plans,
limitation on the use of balloon-payment
provisions in loans by all banks and
associations, simultaneous or joint
lending to borrowers, Federal land bank
and production credit association
lending to small, eligible cooperatives,
joint or adjacent housing for
associations whenever possible, and
shared technical assistance, record
information, and counsel on specific
loan cases.

4, Section 616.6030 is amended by
revising the introductory paragraph to
read as follows:

§616.6030 Rural home lending

Coordination policies relative to rural
home lending shall define the
appropriate lending authorities and
relationships including the following:

5. Section 616.6050 is revised to read
as follows:

§616.6050 Loans to cooperatives for the
purpose of directly financing the operating
needs of their members.

Policies of district boards should be
designed to encourage farmers,
ranchers, and producers or harvesters of
aquatic products to obtain needed
financing directly from their appropriate
associations. These policies should
recognize that the interests of farmers,
ranchers and aquatic borrowers may at
times best be served by obtaining
financing from an eligible cooperative
which may in turn borrow from a bank
for cooperatives to fund such extensions
of credit. District boards shall give due
consideration to, among other things, the
borrowing cooperative's ability to
analyze and supervise credit extension;
the credit policy to be established; the
preference of the members; the quantity,
quality, availability, and convenience of
the credit service being offered by the
appropriate associations; the need by
cooperatives to offer the types of
financing services offered by their
competitors; and the natural
relationships which exist between a
cooperative's main functions of
marketing, providing supplies or
services, and financing services incident
to such marketing, supplies or services.
District policies should assure that such
lending activities do not conflict with
the objectives and responsibilities of the
Federal land banks and the Federal land
bank associations, the Federal
intermediate credit banks, and the
production credit associations, and that
in all cases the best interests of the
farmers, ranchers, and producers or
harvesters of aquatic products are
served.

6. Section 616.6060 is revised to read
as follows:

§ 616.6060 Financially related services.

Financially related services offered to
borrowers and other persons eligible for
the services by one institution in a Farm
Credit district shall be made available,
to the fullest extent possible, to the
borrowers and other persons eligible for
the services from the other banks and
associations in that district. Duplication
of financially related services by Farm
Credit System institutions in the same
district shall be avoided whenever
possible.

PART 617—EXAMINATIONS, AUDITS,
AND INVESTIGATIONS

1. The title of Part 617 is revised to
read as set forth above.

2. Section 617.7000 is revised to read
as follows:

§617.7000 Farm credit system
institutions.

The Farm Credit Administration is
required by section 5.20 of the Act to
examine and audit each institution of
the System, and each of its agents, at
such times as the Governor may
determine, but each bank and each
production credit association shall be
examined and audited not less
frequently than once each year. Such
examinations and audits shall be under
the direction of the Chief Examiner of
the Farm Credit Administration.
Sections 4.27 and 5.6(a)(5) of the Act
specify that the service corporations
authorized pursuant to section 4.25 and
unincorporated service organizations
formed pursuant to agreements
authorized by section 5.6{a)(5),
respectively, are institutions of the Farm
Credit System and subject to
supervision and examination by the
Farm Credit Administration.

3. Section 617.7020 is revised as set
forth below:

§617.7020 Other financing institutions.

(a) As a condition precedent to
securing discount privileges with a bank
of the Farm Credit System, any
organization other than State banks,
trust companies, and savings
associations shall file with such bank its
written consent to examination by Farm
Credit examiners as may be directed by
the Farm Credit Administration. 4
(Section 5.22 of the Act.) Such
organizations shall also agree to furnish
the bank, the Farm Credit
Administration, or any Farm Credit
examiner, at any time upon call, full and
current information regarding its

~ financial conditions and operations.

(b) State banks, trust companies, and
savings associations shall be required in
like manner to file a written consent that
reports of their examination by
constituted state authorities may be
furnished by such authorities upon the
request of the Farm Credit
Administration. (Section 5.22 of the Act.)

4, Section 617.7060 is revised to read
as follows:

§617.7060 Frequency of examinations
and audits.

Farm Credit System institutions and
their activities shall be examined and
audited in accordance with the
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following schedule and at such other
times as the Governor may determine.

(a) Each bank and production credit
association—once each year.

(b) Each Federal land bank
association—one each 18 months,

(c) Each incorporated and
unincorporated service organization—
once each year.

(d) Each data processing
installation—once each year.

(e) All other activities of the banks
and associations—as appropriate,

5. Section 617.7080 is revised to read
as follows:

§617.7080 Reports.

(a) The results of FCA examinations
and audits of banks and service
organizations shall be reported to the
respective boards of directors and such
meeting shall include an executive
session with the board. Reports of
examination and audit of associations
by examiners shall be submitted to the
supervising bank for transmittal to the
respective chairmen of the boards of
directors for review and appropriate
action at the first scheduled board
meeting subsequent to receipt of the
report by the institution examined.

(b) Reports of examinations and
audits are the property of the Farm
Credit Administration and are furnished
to the institution examined for its
confidential use and may be disclosed
only with the consent of the Governor or
the Chief Examiner. Consent is given for
disclosing reports of regular
examinations and audits to the banks
and associations involved or interested
but such disclosure of reports of special
examinations and investigations shall
be only by action or consent of the
Governor or Chief Examiner in each
instance. Information needed for filing
claims with surety companies, for
establishing lines of credit, and for
maintaining relations with other
financial institutions may be extracted
from such reports without further
consent.

(c) Consent is also given for disclosing
reports of regular examinations and
audits to authorized representatives of
the Farm Credit Administration and,
when requested for confidential use in
official investigations, to agents of the
Federal Bureau of Investigation,
Department of Justice; the Bureau of the
Chief Postal Inspector, United States
Postal Service; the Secret Service; the
Internal Revenue Service; and the Office
of Inspector General, United States
Department of Agriculture.

6. Section 617.7090 is revised to read
as follows:

§617.7090 Liquidation.

In the event of voluntary or
involuntary liquidation of a Farm Credit
bank, association, or other institution of
the Farm Credit System, or any of their
agents, and upon completion of such
liquidation, the books and records of the
institutions shall be forwarded to the
appropriate divisional examination
office for final examination and audit. If
circumstances warrant, such final
examination and audit shall be made at
the institution's offices.

7. The title of Subpart B of Part 617 is
revised to read as follows:

Subpart B—Investigations—Personnel

8. Section 617.7100 is revised to read
as follows:

§617.7100 Investigation.

(a) The Farm Credit Administration
shall make an investigation of any case
involving possible violation of Federal
criminal statutes by the following
persons upon a determination by the
Governor or Chief Examiner that an
investigation is advisable:

(1) Bank or association personnel.

(2) Directors or borrowers of the
System when preliminary information
indicates that an applicable statute,
such as those described in paragraph (b)
of this section, was violated in collusion
with bank or association personel.

(b) Investigations most commonly
involve actions prohibited by 18 U.S.C.
371, 18 U.S.C. 657, 18 U.S.C. 1008, and 18
U.S.C. 1014. Section 371 of the United
States Criminal Code refers to a
conspiracy between two or more
persons to defraud an institution of the
Farm Credit System. Section 657 of the
United States Criminal Code makes it
unlawful to embezzle or willfully
misapply any funds or other things of
value belonging to the institution or
entrusted to its care. Section 1006 of the
United States Criminal Code makes it
unlawful to make any false entry in any
book, report, or statement with the
intent to defraud or to deceive; to
participate or share in or receive
directly or indirectly any money, profit,
or benefits through any transaction of
such institution; or, without being duly
authorized, to draw obligations on the
institutions with the intent to defraud.
Section 1014 of the United States
Criminal Code makes it unlawful to
knowingly make a false statement or
report for the purpose of influencing the
action of the association or bank upon
any application or related documents,

Other Federal statutes that may be
applicable are 18 U.S.C. 212, 213, 215,
216, 493, 658, 1011, 1013, 1907, and 1909.

9. Section 617.7110 is amended by
revising the introductory paragraph and
paragraphs (a) through (c) to read as
follows:

§617.7110 Reporting of violations.

Violations or possible violations of
Federal criminal statues involving the
banks and associations shall be
immediately reported to the president of
the bank and the attorney or other
person designated by the bank for that
purpose. The violation or possible
violation shall then be promptly
reported to the Farm Credit
Administration.

(a) I