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and one executed Agreement to Trans-
fer Territory shall be forwarded to the 
Farm Credit Administration. The terri-
tory transfer shall be effective when 
thereafter finally approved and on the 
date as specified by the Farm Credit 
Administration. Notice of final ap-
proval shall be transmitted to the asso-
ciations and a copy provided to the 
bank. 

(i) No director, officer, or employee 
of a bank or an association shall make 
an oral or written representation to 
any person that a Preliminary or final 
approval by the Farm Credit Adminis-
tration of a territory transfer con-
stitutes, directly or indirectly, a rec-
ommendation on the merits of the 
transaction or an assurance concerning 
the adequacy or accuracy of any infor-
mation provided to any association’s 
stockholders in connection therewith. 

(j) The notice and accompanying in-
formation required under paragraph (f) 
of this section shall not be sent to 
stockholders until preliminary ap-
proval of the territory transfer has 
been granted by the Farm Credit Ad-
ministration. 

(k) Where a territory transfer is pro-
posed simultaneously with a merger or 
consolidation, both transactions may 
be voted on by stockholders at the 
same meeting. Only stockholders of a 
transferee or transferor association 
shall vote on a territory transfer. 

(l) Each borrower whose real estate 
or operations is located in a territory 
that will be transferred shall be pro-
vided with a written Notice of Terri-
tory Transfer immediately after the 
Farm Credit Administration has given 
final approval of the territory transfer. 
The Notice shall inform the borrower 
of the transfer of the borrower’s loan 
to the transferee association and the 
exchange of related equities for equi-
ties of like kinds and amounts in the 
transferee association. If a like kind of 
equity is not available in the trans-
feree association, similar equities shall 
be offered that will not adversely affect 
the interest of the owner. The Notice 
shall give the borrower 60 days from 
the effective date of the territory 
transfer to notify the transferor asso-
ciation in writing if the borrower de-
cides to stay with the transferor asso-
ciation for normal servicing until the 

current loan is paid. Any application 
by the borrower for renewal or for addi-
tional credit shall be made to the 
transferee association, except as other-
wise provided for by an agreement be-
tween associations in accordance with 
§ 614.4070 of this chapter. 

(m) This section shall not apply to 
territory transfers initiated by order of 
the Chairman of the Farm Credit Ad-
ministration or to territory transfers 
due to the liquidation of the transferor 
association. 

(n) Where a proposed action involves 
the transfer of a portion of an associa-
tion’s territory to an association oper-
ating in a different district, such pro-
posal must comply with the provisions 
of this section and section 5.17(a) of the 
Act. 

[51 FR 32442, Sept. 12, 1986, as amended at 71 
FR 54901, Sept. 20, 2006] 

§ 611.1125 Treatment of associations 
not approving districtwide mergers. 

(a) Issuance of charters. When issuing 
charters or certificates of territory for 
districtwide mergers or consolidations 
of associations, the Farm Credit Ad-
ministration will not issue any char-
ters or certificates of territory that in-
clude the territory of one or more asso-
ciations whose stockholders voted to 
disapprove the merger or consolida-
tion. 

(b) A district bank shall not take any 
of the following actions with respect to 
an association that has determined to 
not participate in a districtwide merg-
er or consolidation: 

(1) Discriminate in the provision of 
any financial service and assistance, 
including, but not limited to, access to 
loan funds and rates of interest on 
loans and discounts offered by the dis-
trict bank to associations and their 
member/borrowers; 

(2) Discriminate in the provision of 
any related services that are offered by 
the district bank to associations and 
their member/borrowers; 

(3) Discriminate in the provision of 
any professional assistance that may 
be normally provided by the district 
bank to associations; or 

(4) Discriminate in the provision of 
any technical assistance that may be 
normally provided by the district bank 
to associations. 
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(c) This regulation does not prohibit 
a district bank from taking any action 
with respect to an association, includ-
ing, but not limited to, charging dif-
ferent rates of interest or different 
prices for services, or declining to pro-
vide financial assistance; provided that 
any such action is fully documented 
and based on an objective analysis of 
applicable criteria that are uniformly 
and consistently applied by the district 
bank to all associations in the district. 

[51 FR 32443, Sept. 12, 1986, as amended at 60 
FR 34099, June 30, 1995] 

Subpart H—Rules for Inter-System 
Fund Transfers 

§ 611.1130 Inter-System transfer of 
funds and equities. 

(a) Section 5.17(a)(6) of the Act au-
thorizes the FCA to regulate the bor-
rowing, repayment, and transfer of 
funds and equities between institutions 
of the System, including banks, asso-
ciations, and service organizations or-
ganized under the Act. This section 
sets forth the circumstances and proce-
dures under which the FCA may direct 
such a transfer of funds and equities 
based on its determination with re-
spect to the financial condition of one 
or more institutions of the System. 
For purposes of this section, the term 
‘‘bond’’ refers to long-term notes, 
bonds, debentures, or other similar ob-
ligations, or short-term discount notes 
issued by one or more banks pursuant 
to section 4.2 of the Act. 

(b) The FCA may direct a transfer of 
funds or equities by one or more banks 
of the System to another bank of the 
System where it determines that: 

(1) The receiving institution will not 
be able to make payments of principal 
or interest on bonds for which it is pri-
marily liable within the meaning of 
section 4.4(a) of the Act; or 

(2) The common or preferred stock, 
participation certificates, or allocated 
equities of the receiving institution 
have a book value less than their par 
or stated values; or 

(3) The total bonds outstanding for 
which the receiving institution is pri-
marily liable exceed 20 times the com-
bined capital and surplus accounts of 
the bank; or 

(4) Based on application to it of one 
or more of the following ratios, the re-
ceiving institution is not financially 
viable in that it will not be able to con-
tinue to extend new or additional cred-
it or financial assistance to its eligible 
borrowers: 

(i) The ratio of stock to earned net 
worth (including legal reserve, 
unallocated and reserved surplus, un-
distributed earnings, and allowance for 
losses) exceeds 2 to 1; 

(ii) The ratio of the outstanding 
bonds to capital and surplus exceeds 15 
to 1; 

(iii) Nonearning assets (any non-
interest-bearing assets, including but 
not limited to cash, noninterest-earn-
ing loans, net fixed assets, other prop-
erty owned, accrued interest receiv-
able, and accounts receivable) exceed 
15 percent of total assets; 

(iv) Lendable net worth (interest- 
earning assets less interest-bearing li-
abilities) is zero or less. 

(c) The FCA may direct a transfer of 
funds or equities between two or more 
Federal land bank associations or two 
or more production credit associations 
in district where it determines that 
such transfer: 

(1) Is necessary to provide financial 
support to the district bank in which 
those associations are stockholders 
based on application of the criteria to 
the bank as set forth in paragraph (b) 
of this section; or 

(2) Is necessary to provide financial 
support to one or more other like asso-
ciations in the district based on appli-
cation of the criteria set forth in para-
graph (b)(2) or (b)(4) of this section to 
the associations, provided that in ap-
plying paragraph (b)(4)(ii) of this sec-
tion the ratio of outstanding indebted-
ness to capital and surplus of the re-
ceiving association(s) shall not exceed 
9 to 1; or 

(3) Is an integral part of a plan that 
has been adopted by other institutions 
of the System, and approved by the 
FCA, under which those institutions 
will extend financial assistance to the 
district bank in which those associa-
tions are stockholders. 

(d) A direction by the FCA for a 
transfer of funds or equities pursuant 
to this section shall be signed by the 
Chairman and shall establish the 

VerDate Nov<24>2008 12:26 Mar 02, 2010 Jkt 220040 PO 00000 Frm 00078 Fmt 8010 Sfmt 8010 Q:\12\12V6 ofr150 PsN: PC150


		Superintendent of Documents
	2014-09-02T16:30:09-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




