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§ 619.9230 Open-end mortgage loan 
plans. 

A mortgage loan which permits the 
borrower to obtain additional sums 
during the term of the loan.

§ 619.9240 Participation agreement. 

A contract under which a lender 
agrees to sell a portion of a loan to one 
or more purchasers under specific 
terms set forth in the agreement.

§ 619.9250 Participation certificates. 

Evidence of investment in a bank or 
association to which all the rights and 
obligations of stock attach with the ex-
ception of the right to vote in the af-
fairs of the institution.

§ 619.9260 Primary security. 

The basic collateral securing the 
loan.

§ 619.9330 Speculative purposes. 

To buy or sell with the expectation of 
profiting by fluctuations in price. 

[40 FR 49078, Oct. 21, 1975]

§ 619.9340 Variable interest rate. 

An interest rate on the outstanding 
loan balances, which may be changed 
from time to time during the period of 
the loan, if provision is made in the 
note or loan document.

PART 620—DISCLOSURE TO 
SHAREHOLDERS

Subpart A—General

Sec.
620.1 Definitions. 
620.2 Preparing and filing the reports. 
620.3 Prohibition against incomplete, inac-

curate, or misleading disclosure.

Subpart B—Annual Report to Shareholders

620.4 Preparing and providing the annual re-
port. 

620.5 Contents of the annual report to 
shareholders.

Subpart C—Quarterly Report

620.10 Preparing the quarterly report. 
620.11 Content of quarterly report to share-

holders.

Subpart D—Notice to Shareholders

620.15 Notice. 
620.17 Contents of the notice.

Subpart E—Association Annual Meeting 
Information Statement

620.20 Preparing and providing the informa-
tion statement. 

620.21 Contents of the information state-
ment and other information to be fur-
nished in connection with the annual 
meeting.

Subpart F—Bank Director Disclosure 
Requirements

620.30 Disclosure statement for bank direc-
tor candidates. 

620.31 Contents of disclosure statements.

Subpart G—Annual Report of Condition of 
the Federal Agricultural Mortgage Cor-
poration

620.40 Content, timing, and providing of the 
Federal Agricultural Mortgage Corpora-
tion’s annual report of condition.

AUTHORITY: Secs. 5.17, 5.19, 8.11 of the Farm 
Credit Act (12 U.S.C. 2252, 2254, 2279aa–ll) sec. 
424 of Pub. L. 100–233, 101 Stat. 1568, 1656.

Subpart A—General

§ 620.1 Definitions. 
For the purpose of this part, the fol-

lowing definitions shall apply: 
(a) Affiliated organization means any 

organization, other than a Farm Credit 
organization, of which a director, sen-
ior officer or nominee for director of 
the reporting institution is a partner, 
officer, or majority shareholder. 

(b) Association means any of the asso-
ciations as described in § 619.9050 of this 
chapter. 

(c) Bank means any of the Farm 
Credit banks as described in § 619.9140 of 
this chapter. 

(d) Direct lender association means any 
association that is a direct lender as 
described in § 619.9135 of this chapter. 

(e) Immediate family means spouse, 
parents, siblings, children, mothers- 
and fathers-in-law, brothers- and sis-
ters-in-law, and sons- and daughters-in-
law. 

(f) Institution means any bank or as-
sociation chartered by the Act. 

(g) Loan means any extension of cred-
it or lease that is recorded as an asset 
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of a reporting institution, whether 
made directly or purchased from an-
other lender. The term ‘‘loan’’ in-
cludes, but is not limited to, loans 
originated through direct negotiations 
between the reporting institution and a 
borrower; purchased loans or interests 
in loans, including participation inter-
ests, retained subordinated participa-
tion interests in loans sold, interests in 
pools of subordinated participation in-
terests that are held in lieu of retain-
ing a subordinated participation inter-
est in loans sold; contracts of sale; 
notes receivable; and other similar ob-
ligations and lease financings. 

(h) Material. The term material, when 
used to qualify a requirement to fur-
nish information as to any subject, 
limits the information required to 
those matters to which there is a sub-
stantial likelihood that a reasonable 
person would attach importance in 
making shareholder decisions or deter-
mining the financial condition of the 
institution. 

(i) Normal risk of collectibility means 
the ordinary risk inherent in the lend-
ing operation. Loans that are deemed 
to have more than a normal risk of col-
lectibility include, but are not limited 
to, any adversely classified loans. 

(j) Permanent capital shall have the 
same meaning as set forth in 
§ 615.5201(l) of this chapter. 

(k) Protected borrower capital means 
eligible borrower stock as defined in 
§ 615.5260 of this chapter. 

(l) Related association means an asso-
ciation within the reporting bank’s 
chartered territory that generates 
loans for the bank or whose operations 
the bank funds. 

(m) Related bank means a reporting 
association’s funding bank or the bank 
for which it generates loans. 

(n) Related organization means any 
Farm Credit institution that is a 
shareholder of the reporting institu-
tion or in which the reporting institu-
tion has an ownership interest. 

(o) Report refers to the annual report, 
quarterly report, notice, or informa-
tion statement, regardless of form, re-
quired by this part unless otherwise 
specified. 

(p) Senior officer means any person 
designated by the board of directors as 

responsible for a major management 
function. 

(q) Shareholder means a holder of any 
equity interest in an institution. 

(r) Signed, when referring to paper 
form, means a manual signature, and, 
when referring to electronic form, 
means marked in a manner that au-
thenticates each signer’s identity. 

(s) Significant event means any event 
that is likely to have a material im-
pact on the reporting institution’s fi-
nancial condition, results of oper-
ations, cost of funds, or reliability of 
sources of funds. The term ‘‘significant 
event’’ includes, but is not limited to, 
actual or probable noncompliance with 
the regulatory minimum permanent 
capital standards or capital adequacy 
requirements, stock impairment, the 
imposition of or entering into enforce-
ment actions, execution of financial as-
sistance agreements with other institu-
tions, collateral deficiencies that im-
pact a bank’s ability to obtain loan 
funds, or defaults on debt obligations. 

[51 FR 8656, Mar. 13, 1986, as amended at 51 
FR 42086, Nov. 21, 1986; 53 FR 3337, Feb. 5, 
1988; 56 FR 29421, June 27, 1991; 56 FR 42649, 
Aug. 28, 1991; 58 FR 48791, Sept. 20, 1993; 59 FR 
37406, July 22, 1994; 62 FR 15092, Mar. 31, 1997; 
63 FR 39229, July 22, 1998; 67 FR 16633, Apr. 8, 
2002]

§ 620.2 Preparing and filing the re-
ports. 

For the purposes of this part, the fol-
lowing shall apply: 

(a) Copies of each report required by 
this section, including financial state-
ments and related schedules, exhibits, 
and all other papers and documents 
that are a part of the report must be 
sent to the Chief Examiner, or to an-
other office designated by the Chief Ex-
aminer. If sending paper copies, send 
three copies to Chief Examiner, Farm 
Credit Administration, 1501 Farm Cred-
it Drive, McLean, VA 22102–5090. If pro-
viding electronic copies, send accord-
ing to our instructions to you. The 
Farm Credit Administration must re-
ceive the report the report within the 
period prescribed under applicable sub-
part sections. The reports shall be 
available for public inspection at the 
issuing institution and the farm Credit 
Administration office with which the 
reports are filed. Bank reports shall 

VerDate Dec<13>2002 05:55 Jan 30, 2003 Jkt 200038 PO 00000 Frm 00212 Fmt 8010 Sfmt 8010 Y:\SGML\200038T.XXX 200038T



213

Farm Credit Administration § 620.2 

also be available for public inspection 
at each related association office. 

(b) At least one of the reports pro-
vided to the Farm Credit Administra-
tion shall be dated and manually 
signed on behalf of the institution by: 

(1) The person designated by the 
board of directors to certify the reports 
of condition and performance in ac-
cordance with § 621.14 of this chapter; 

(2) The chief executive officer; and 
(3)(i) For each quarterly report or no-

tice required under this section, each 
member of the board or one of the fol-
lowing board members formally des-
ignated by action of the board to cer-
tify reports of condition and perform-
ance on behalf of the individual board 
members: The chairperson of the board; 
the chairperson of the audit com-
mittee; or a board member designated 
by the chairperson of the board. 

(ii) For all other reports, each mem-
ber of the board. 
The name and position title of each 
person signing the report shall be 
printed beneath his or her signature. 
The statement to which the signers of 
the report shall attest shall read as fol-
lows:

The undersigned certify that this report 
has been prepared in accordance with all ap-
plicable statutory and regulatory require-
ments and that the information contained 
herein is true, accurate, and complete to the 
best of his or her knowledge and belief.

If any officer or any member of the 
board is unable to or refuses to sign the 
report, the institution shall disclose 
the individual’s name and position title 
and the reasons such individual is un-
able or refuses to sign the report. 

(c) The report sent to shareholders 
shall be signed and dated by and on be-
half of the institution and its board of 
directors by its chief executive officer 
and the chairman of the board of direc-
tors. If any person required to sign the 
report submitted to the Farm Credit 
Administration pursuant to paragraph 
(b) of this section has not signed the 
report, the name and position title of 
the individual and the reasons such in-
dividual is unable or refuses to sign 
shall be disclosed in the report sent to 
shareholders. 

(d) Shareholders must agree to elec-
tronic disclosures of reports required 
by this part. 

(e) Information in any part of this re-
port may be incorporated by reference 
in answer or partial answer to any 
other item of the report. 

(f) All items of essentially the same 
character as items required to be re-
ported in the reports of condition and 
performance pursuant to part 621 of 
this chapter shall be prepared in ac-
cordance with the rules set forth in 
part 621. 

(g) No disclosure required by sub-
parts B and E of this part shall be 
deemed to violate any regulation of the 
Farm Credit Administration. 

(h) Each Farm Credit institution 
shall present its reports in accordance 
with generally accepted accounting 
principles and in a manner that pro-
vides the most meaningful disclosure 
to shareholders. 

(1) Any Farm Credit institution that 
presents its annual and quarterly fi-
nancial statements on a combined or 
consolidated basis shall also include in 
the report the statement of condition 
and statement of income of the institu-
tion on a stand-alone basis. The stand-
alone statements may be in summary 
form and shall disclose the basis of 
presentation if different from account-
ing policies of the combined or consoli-
dated statements. 

(2) Any bank that prepares its finan-
cial statements on a stand-alone basis 
shall provide in the footnotes accom-
panying its annual report supplemental 
information containing a condensed 
statement of condition and statement 
of income for the bank’s related asso-
ciations on a combined basis. The con-
densed statements may be unaudited 
and shall disclose the basis of presen-
tation if different from accounting 
policies of the bank-only statements. 

(i)(1) Each institution’s annual report 
or notice must state, in a prominent 
location within the report or notice: 

(i) That the institution’s quarterly 
reports are available free of charge on 
request; 

(ii) The approximate dates the quar-
terly reports will be available; and 

(iii) The telephone numbers and ad-
dresses (including information on any 
other distribution method the institu-
tion makes available) where share-
holders can request or obtain copies of 
the quarterly reports. 
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(2) Each association must state, in a 
prominent location within each report: 

(i) That the shareholders’ investment 
in the association may be materially 
affected by the financial condition and 
results of operations of the related 
bank; 

(ii) That (if not otherwise provided) a 
copy of the bank’s financial reports to 
shareholders will be made available 
free of charge on request; and 

(iii) The telephone numbers and ad-
dresses (including information on any 
other distribution method the associa-
tion makes available) where share-
holders can request or obtain copies of 
the related bank’s financial reports. 

(3) Each institution shall, after re-
ceiving a request for a report, provide 
the report to the requestor. The first 
copy of the requested report shall be 
provided to the requestor free of 
charge. 

(j) Any events that have affected one 
or more related organizations of the re-
porting institution that are likely to 
have a material effect on the financial 
condition, results of operations, cost of 
funds, or reliability of sources of funds 
of the reporting institution shall be 
considered significant events for the 
reporting institution and shall be dis-
closed in the reports. Any significant 
event affecting the reporting institu-
tion that occurred during the preceding 
fiscal quarters that continues to have a 
material effect on the reporting insti-
tution shall be considered significant 
events of the current fiscal quarter and 
shall be disclosed in the reports. 

[51 FR 8656, Mar. 13, 1986, as amended at 51 
FR 21340, June 12, 1986; 56 FR 29421, June 27, 
1991; 58 FR 27923, May 12, 1993; 58 FR 48791, 
Sept. 20, 1993; 62 FR 15092, Mar. 31, 1997; 66 FR 
14301, Mar. 12, 2001; 67 FR 16633, Apr. 8, 2002]

§ 620.3 Prohibition against incomplete, 
inaccurate, or misleading disclo-
sure. 

No institution and no employee, offi-
cer, director, or nominee for director of 
the institution shall make any disclo-
sure to shareholders or the general 
public concerning any matter required 
to be disclosed by this part that is in-
complete, inaccurate, or misleading. 
When any such person makes disclo-
sure that, in the judgment of the Farm 
Credit Administration, is incomplete, 

inaccurate, or misleading, whether or 
not such disclosure is made in disclo-
sure statements required by this part, 
such institution or person shall make 
such additional or corrective disclosure 
as is necessary to provide shareholders 
and the general public with a full and 
fair disclosure. 

[56 FR 29422, June 27, 1991]

Subpart B—Annual Report to 
Shareholders

§ 620.4 Preparing and providing the 
annual report. 

(a) Each institution of the Farm 
Credit System shall prepare and pro-
vide to its shareholders an annual re-
port within 90 days of the end of its fis-
cal year. 

(b)(1) A bank must provide its annual 
report to the shareholders of all related 
associations if the bank experiences a 
significant event that has a material 
effect on those associations. 

(2) Any bank that is required by 
paragraph (b)(1) of this section to pro-
vide its annual report must coordinate 
its distribution with its related asso-
ciations. 

(c) The report shall contain, at a 
minimum, the information required by 
§ 620.5 and, in addition, such other in-
formation as is necessary to make the 
required statements, in light of the cir-
cumstances under which they are 
made, not misleading. 

[51 FR 8656, Mar. 13, 1986. Redesignated and 
amended at 56 FR 29421, 29422, June 27, 1991; 
62 FR 15093, Mar. 31, 1997; 66 FR 14301, Mar. 
12, 2001; 67 FR 16633, Apr. 8, 2002]

§ 620.5 Contents of the annual report 
to shareholders. 

The report shall contain the fol-
lowing items in substantially the same 
order: 

(a) Description of business. The de-
scription shall include a brief discus-
sion of the following items: 

(1) The territory served; 
(2) The persons eligible to borrow; 
(3) The types of lending activities en-

gaged in and related services offered. 
Each bank shall also briefly describe 
the lending and related services offered 
by its related associations, as well as 
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