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Farm Credit Administration § 652.60 

Farmer Mac, Corporation, you, and 
your means the Federal Agricultural 
Mortgage Corporation and its affiliates 
as defined in subpart A of this part. 

Our, us, or we means the Farm Credit 
Administration. 

Regulatory capital means the sum of 
the following as determined in accord-
ance with generally accepted account-
ing principles: 

(1) The par value of outstanding com-
mon stock; 

(2) The par value of outstanding pre-
ferred stock; 

(3) Paid-in capital, which is the 
amount of owner investment in Farmer 
Mac in excess of the par value of stock; 

(4) Retained earnings; and, 
(5) Any allowances for losses on loans 

and guaranteed securities. 
Risk-based capital means the amount 

of regulatory capital sufficient for 
Farmer Mac to maintain positive cap-
ital during a 10-year period of stressful 
conditions as determined by the risk- 
based capital stress test described in 
§ 652.65. 

Rural utility guarantee fee means the 
actual guarantee fee charged for off- 
balance sheet volume and the earnings 
spread over Farmer Mac’s funding 
costs for on-balance sheet volume on 
rural utility loans. 

[71 FR 77253, Dec. 26, 2006, as amended at 76 
FR 23467, Apr. 27, 2011] 

§ 652.55 General. 

You must hold risk-based capital in 
an amount determined in accordance 
with this subpart. 

§ 652.60 Corporation board guidelines. 

(a) Your board of directors is respon-
sible for ensuring that you maintain 
total capital at a level that is suffi-
cient to ensure continued financial via-
bility and—provide for growth. In addi-
tion, your capital must be sufficient to 
meet statutory and regulatory require-
ments. 

(b) No later than 65 days after the be-
ginning of Farmer Mac’s planning year, 
your board of directors must adopt an 
operational and strategic business plan 
for at least the next 3 years. The plan 
must include: 

(1) A mission statement; 

(2) A review of the internal and exter-
nal factors that are likely to affect you 
during the planning period; 

(3) Measurable goals and objectives; 
(4) Forecasted income, expense, and 

balance sheet statements for each year 
of the plan; and, 

(5) A capital adequacy plan. 
(c) The capital adequacy plan must 

include capital targets necessary to 
achieve the minimum, critical and 
risk-based capital standards specified 
by the Act and this subpart as well as 
your capital adequacy goals. The plan 
must address any projected dividends, 
equity retirements, or other action 
that may decrease your capital or its 
components for which minimum 
amounts are required by this subpart. 
You must specify in your plan the cir-
cumstances in which stock or equities 
may be retired. In addition to factors 
that must be considered in meeting the 
statutory and regulatory capital stand-
ards, your board of directors must also 
consider at least the following factors 
in developing the capital adequacy 
plan: 

(1) Capability of management; 
(2) Strategies and objectives in your 

business plan; 
(3) Quality of operating policies, pro-

cedures, and internal controls; 
(4) Quality and quantity of earnings; 
(5) Asset quality and the adequacy of 

the allowance for losses to absorb po-
tential losses in your retained mort-
gage portfolio, securities guaranteed as 
to principal and interest, commitments 
to purchase mortgages or securities, 
and other program assets or obliga-
tions; 

(6) Sufficiency of liquidity and the 
quality of investments; and, 

(7) Any other risk-oriented activities, 
such as funding and interest rate risks, 
contingent and off-balance sheet liabil-
ities, or other conditions warranting 
additional capital. 

EFFECTIVE DATE NOTE: At 78 FR 65149, Oct. 
31, 2013, § 652.60 was revised, effective Jan. 3, 
2014. For the convenience of the user, the re-
vised text is set forth as follows: 

§ 652.60 Corporate business planning. 
(a) Farmer Mac’s board of directors is re-

sponsible for ensuring that Farmer Mac 
maintain capital at a level that is sufficient 
to ensure continued financial viability and 
provide for growth. In addition, Farmer 
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Mac’s capital must be sufficient to meet 
statutory and regulatory requirements as 
well as the goals and objectives required by 
paragraph (b)(5) of this section, including the 
Tier 1 ratio required in § 652.61(c)(2)(ii)(A). 
Farmer Mac must notify the OSMO within 10 
calendar days of determining that capital is 
not sufficient to meet those goals and objec-
tives. 

(b) No later than 65 days after the end of 
each calendar year, Farmer Mac’s board of 
directors must adopt an operational and 
strategic business plan for at least the next 
3 years. The plan must include: 

(1) A mission statement; 
(2) A business and organizational overview 

and an assessment of management capabili-
ties; 

(3) An assessment of Farmer Mac’s 
strengths and weaknesses; 

(4) A review of the internal and external 
factors that are likely to affect Farmer Mac 
during the planning period; 

(5) Measurable goals and objectives; 
(6) A discussion of how these factors might 

impact Farmer Mac’s current financial posi-
tion and business goals; 

(7) Forecasted income, expense, and bal-
ance sheet statements for each year of the 
plan; 

(8) A marketing plan, and 
(9) A capital plan in accordance with 

§ 652.61. 

§ 652.61 Capital planning. 
(a) Purpose. This section establishes 

capital planning requirements for 
Farmer Mac. 

(b) Definitions. For purposes of this 
section and § 652.62, the following defi-
nitions apply: 

Basel III means the Basel Committee 
on Banking Supervision’s document 
‘‘Basel III: A Global Regulatory Frame-
work for More Resilient Banks and 
Banking Systems,’’ June 2011 and as it 
may be updated from time to time. 

Capital action means any issuance of 
an equity capital instrument, and any 
capital distribution, as well as any 
similar action that OSMO determines 
could impact Farmer Mac’s consoli-
dated capital. 

Capital distribution means a redemp-
tion or repurchase of any equity cap-
ital instrument, a payment of common 
or preferred stock dividends, a pay-
ment that may be temporarily or per-
manently suspended by the issuer on 
any instrument that is eligible for in-
clusion in the numerator of any min-
imum capital ratio, and any similar 
transaction that OSMO determines to 

be in substance a distribution of cap-
ital. 

Capital plan means a written presen-
tation of Farmer Mac’s capital plan-
ning strategies and capital adequacy 
process that includes the mandatory 
elements set forth in paragraph (c)(2) 
of this section. 

Capital policy means Farmer Mac’s 
written assessment of the principles 
and guidelines used for capital plan-
ning, capital issuance, usage and dis-
tributions, including internal capital 
goals; the quantitative or qualitative 
guidelines for dividend and stock re-
purchases; the strategies for addressing 
potential capital shortfalls; and the in-
ternal governance procedures around 
capital policy principles and guide-
lines. 

Planning horizon means the period of 
at least 12 quarters, beginning with the 
quarter preceding the quarter in which 
Farmer Mac submits its capital plan, 
over which the relevant projections ex-
tend. 

Tier 1 Capital means the components 
meeting the criteria of Common Eq-
uity Tier 1 Capital and Additional Tier 
1 Capital and the regulatory adjust-
ments as set forth in Basel III, or Tier 
1 Capital as defined in regulations of 
the Office of the Comptroller of the 
Currency, the Board of Governors of 
the Federal Reserve, or the Federal De-
posit Insurance Corporation, as revised 
from time to time; or another measure 
of high quality capital as approved for 
use under this regulation by the Direc-
tor of OSMO. 

Tier 1 ratio means the ratio of Farmer 
Mac’s Tier 1 Capital to Total Risk- 
Weighted Assets. 

Total Risk-Weighted Assets means a 
risk-weighting approach that is appro-
priate given Farmer Mac’s business ac-
tivities and consistent with broadly ac-
cepted banking practices and standards 
(e.g., one of the frameworks of the 
Basel Committee on Banking Super-
vision or similar U.S. regulations). 

(c) General requirements. (1) Annual 
capital planning. 

(i) Farmer Mac must develop and 
maintain a capital plan each year. 

(ii) Farmer Mac must submit its 
complete annual capital plan to OSMO 
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