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(Pub. L. 92–181, title II, § 2.14, formerly § 2.15, as 
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 
101 Stat. 1636; renumbered § 2.14, Pub. L. 100–399, 
title IV, § 401(w), Aug. 17, 1988, 102 Stat. 999.) 

PRIOR PROVISIONS 

A prior section 2096, Pub. L. 92–181, title II, § 2.15, Dec. 
10, 1971, 85 Stat. 601; Pub. L. 96–592, title II, § 210, Dec. 
24, 1980, 94 Stat. 3442; Pub. L. 99–205, title II, § 205(b), 
Dec. 23, 1985, 99 Stat. 1703; Pub. L. 100–233, title IV, 
§ 431(f), title VIII, § 805(i), Jan. 6, 1988, 101 Stat. 1660, 
1715; Pub. L. 100–399, title IV, § 415(b), Aug. 17, 1988, 102 
Stat. 1004, related to short- and intermediate-term 
loans, participation, other financial assistance, terms, 
conditions, interest, and security, prior to the general 
amendment of this subchapter by Pub. L. 100–233, § 401. 

A prior section 2.14 of Pub. L. 92–181 was classified to 
section 2095 of this title and was repealed by Pub. L. 
100–399, § 401(v). 

§ 2097. Liens on stock 

Each Federal land bank association shall have 
a first lien on the stock and participation cer-
tificates it issues, except on stock or participa-
tion certificates held by other Farm Credit Sys-
tem institutions, for the payment of any liabil-
ity of the stockholder to the association or to 
the bank, or to both of them. 

(Pub. L. 92–181, title II, § 2.15, formerly § 2.16, as 
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 
101 Stat. 1637; renumbered § 2.15, Pub. L. 100–399, 
title IV, § 401(w), Aug. 17, 1988, 102 Stat. 999.) 

PRIOR PROVISIONS 

A prior section 2097, Pub. L. 92–181, title II, § 2.16, Dec. 
10, 1971, 85 Stat. 602; Pub. L. 96–592, title II, § 211, Dec. 
24, 1980, 94 Stat. 3443, related to other services, prior to 
the general amendment of this subchapter by Pub. L. 
100–233, § 401. 

A prior section 2.15 of Pub. L. 92–181 was renumbered 
section 2.14 and is classified to section 2096 of this title. 

§ 2098. Taxation 

Each Federal land bank association and the 
capital, reserves, and surplus thereof, and the 
income derived therefrom, shall be exempt from 
Federal, State, municipal, and local taxation, 
except taxes on real estate held by a Federal 
land bank association to the same extent, ac-
cording to its value, as other similar property 
held by other persons is taxed. The mortgages 
held by the Federal land bank associations and 
the notes, bonds, debentures, and other obliga-
tions issued by the associations shall be consid-
ered and held to be instrumentalities of the 
United States and, as such, they and the income 
therefrom shall be exempt from all Federal, 
State, municipal, and local taxation, other than 
Federal income tax liability of the holder there-
of under the Public Debt Act of 1941 (31 U.S.C. 
3124). 

(Pub. L. 92–181, title II, § 2.16, formerly § 2.17, as 
added Pub. L. 100–233, title IV, § 401, Jan. 6, 1988, 
101 Stat. 1637; renumbered § 2.16 and amended 
Pub. L. 100–399, title IV, § 401(w), (x), Aug. 17, 
1988, 102 Stat. 999.) 

PRIOR PROVISIONS 

A prior section 2098, Pub. L. 92–181, title II, § 2.17, Dec. 
10, 1971, 85 Stat. 602; Pub. L. 99–205, title II, § 205(e)(16), 
Dec. 23, 1985, 99 Stat. 1705; Pub. L. 100–233, title VIII, 
§ 805(j), Jan. 6, 1988, 101 Stat. 1715, related to taxation, 

prior to the general amendment of this subchapter by 
Pub. L. 100–233, § 401. 

A prior section 2.16 of Pub. L. 92–181 was renumbered 
section 2.15 and is classified to section 2097 of this title. 

AMENDMENTS 

1988—Pub. L. 100–399, § 401(x), substituted ‘‘derived 
therefrom, shall’’ for ‘‘derived therefrom shall’’, ‘‘by 
the associations’’ for ‘‘by the banks’’, and ‘‘3124’’ for 
‘‘742(a)’’. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective immediately 
after amendment made by section 401 of Pub. L. 100–233, 
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under 
section 2002 of this title. 

SUBCHAPTER III—BANKS FOR 
COOPERATIVES 

PART A—BANKS FOR COOPERATIVES 

AMENDMENTS 

1988—Pub. L. 100–233, title IV, § 415(1), Jan. 6, 1988, 101 
Stat. 1642, inserted part A heading. 

§ 2121. Establishment; titles; branches 

The banks for cooperatives established pursu-
ant to sections 2 and 30 of the Farm Credit Act 
of 1933, as amended, shall continue as federally 
chartered instrumentalities of the United 
States. The Farm Credit Administration shall 
approve amendments consistent with this chap-
ter to charters and organizational certificates of 
banks for cooperatives. Unless an existing bank 
for cooperatives is merged with another bank, 
there shall be a bank for cooperatives in each 
farm credit district and a Central Bank for Co-
operatives. A bank for cooperatives may include 
in its title the name of the city in which it is lo-
cated or other geographical designation. The 
Central Bank for Cooperatives may be located in 
such place as its board of directors may deter-
mine with the approval of the Farm Credit Ad-
ministration. When authorized by the Farm 
Credit Administration each bank for coopera-
tives may establish such branches or other of-
fices as may be appropriate for the effective op-
eration of its business. 

(Pub. L. 92–181, title III, § 3.0, Dec. 10, 1971, 85 
Stat. 602; Pub. L. 100–233, title IV, § 414(b), title 
VIII, § 802(m), Jan. 6, 1988, 101 Stat. 1641, 1711; 
Pub. L. 100–399, title IV, § 406(b), title IX, § 901(c), 
Aug. 17, 1988, 102 Stat. 1000, 1007.) 

REFERENCES IN TEXT 

Sections 2 and 30 of the Farm Credit Act of 1933, as 
amended, referred to in text, were classified to sections 
1134 and 1134f, respectively, of this title prior to their 
repeal by section 5.26 of Pub. L. 92–181, which enacted 
this chapter. 

AMENDMENTS 

1988—Pub. L. 100–399, § 901(c), substituted ‘‘merged 
with another bank’’ for ‘‘merged with one or more 
other such banks under section 2181 of this title’’. 

Pub. L. 100–233, § 802(m), substituted ‘‘The Farm Cred-
it Administration shall approve amendments consist-
ent with this chapter to charters and organizational 
certificates of banks for cooperatives’’ for ‘‘Their char-
ters or organization certificates may be modified from 
time to time by the Farm Credit Administration, not 
inconsistent with the provisions of this subchapter, as 
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may be necessary or expedient to implement this chap-
ter’’. 

Pub. L. 100–233, § 414(b), which designated existing 
provisions as subsec. (a), and added subsec. (b) reading 
‘‘Each bank for cooperatives shall elect from its voting 
stockholders a board of directors of such number, for 
such term, in such manner, and with such qualifica-
tions as may be required in its bylaws, except that, at 
least one member shall be elected by the other direc-
tors, which member shall not be a director, officer, em-
ployee, or stockholder of a System institution.’’, was 
repealed by section 406(b) of Pub. L. 100–399. See Con-
struction of 1988 Amendment note below. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

CONSTRUCTION OF 1988 AMENDMENT 

Section 406(b) of Pub. L. 100–399 provided that section 
414(b) of Pub. L. 100–233, cited as a credit to this sec-
tion, is repealed and that the Agricultural Credit Act of 
1987 (Pub. L. 100–233) and this chapter shall be applied 
and administered as if such section had not been en-
acted. 

VOLUNTARY MERGER OF BANKS FOR COOPERATIVES 

Section 413 of Pub. L. 100–233, as amended by Pub. L. 
100–399, title IV, § 405, Aug. 17, 1988, 102 Stat. 1000, pro-
vided that: 

‘‘(a) SUBMISSION OF PROPOSAL.— 
‘‘(1) SPECIAL COMMITTEE.— 

‘‘(A) IN GENERAL.—Not later than 15 days after the 
date of the enactment of this section [Jan. 6, 1988], 
a special committee shall be selected pursuant to 
subparagraph (B), for the purpose of developing a 
proposal for the voluntary merger of the banks for 
cooperatives. 

‘‘(B) COMPOSITION.—The special committee se-
lected under subparagraph (A) shall be composed 
of— 

‘‘(i) one member of each district board elected 
by the voting stockholders of the bank for co-
operatives in the district; and 

‘‘(ii) one member chosen from the board of di-
rectors of the Central Bank for Cooperatives by 
the board of such Bank. 
‘‘(C) DEVELOPMENT OF PLAN.—Not later than 75 

days after the date of the enactment of this section 
[Jan. 6, 1988], the special committee shall develop a 
plan of merger for all such banks and the Central 
Bank for Cooperatives into a National Bank for Co-
operatives. 
‘‘(2) PREREQUISITES TO MERGER.— 

‘‘(A) SUBMISSION TO FCA.—On completion of the 
plan of merger pursuant to paragraph (1)(C), the 
special committee shall submit the proposed plan, 
together with all information that is to be distrib-
uted to the stockholders concerning such plan, to 
the Farm Credit Administration for approval. 

‘‘(B) EXPEDITED REVIEW.—Not later than 30 days 
after the Farm Credit Administration receives the 
plan of merger, the Administration shall promptly 
review such plan and advise the special committee 
concerning any required changes that are necessary 
to the plan. 
‘‘(3) SUBMISSION TO STOCKHOLDERS.—On approval of 

the plan by the Farm Credit Administration, the spe-
cial committee shall, under such procedures as may 
be established by the committee, submit the plan and 
recommendations to all voting stockholders of the 
district banks for cooperatives and the Central Bank 
for Cooperatives. 
‘‘(b) VOTING REQUIREMENTS.— 

‘‘(1) MAJORITY VOTE REQUIRED.—An approval of the 
plan of merger developed and submitted under sub-
section (a) shall— 

‘‘(A) require a majority vote of the stockholders 
of each district bank for cooperatives voting, in 
person or by proxy, at a duly authorized stockhold-
ers’ meeting, computed both— 

‘‘(i) in accordance with the requirement that, 
except as provided in section 3.3(d) [12 U.S.C. 
2124(d)], each cooperative that is the holder of 
voting stock in the bank for cooperatives shall be 
entitled to cast one vote; and 

‘‘(ii) on the basis of the total equity interests in 
the bank (including allocated, but not unallo-
cated, surplus and reserves) held by such stock-
holders; 
‘‘(B) require a majority vote of the voting stock-

holders of the Central Bank for Cooperatives voting 
on a one-bank-one-vote basis; 

‘‘(C) take place not later than 180 days after the 
date of the enactment of this section [Jan. 6, 1988]; 
and 

‘‘(D) take place prior to any other merger vote in-
volving a bank for cooperatives. 
‘‘(2) APPROVAL BY ALL BANKS FOR COOPERATIVES.—If 

the stockholders of all of the banks for cooperatives 
approve the merger, the merger shall take place. 

‘‘(3) EFFECT OF LESSER VOTE.—If the stockholders of 
more than one but fewer than all of the banks ap-
prove the plan, each such bank whose stockholders 
voted to approve the merger shall be merged into a 
single bank for cooperatives, as provided in para-
graphs (4) or (5). 

‘‘(4) NATIONAL BANK FOR COOPERATIVES.— 
‘‘(A) CREATION.—If the stockholders of eight or 

more of the district banks for cooperatives approve 
the merger, such banks, and the Central Bank for 
Cooperatives, shall be merged into a single bank, 
which shall be referred to as the ‘National Bank for 
Cooperatives’. 

‘‘(B) SERVICES PROVIDED.—The National Bank for 
Cooperatives may offer credit and related services 
to eligible borrowers located within any territory 
that may be served by Farm Credit System institu-
tions under section 5.0 [12 U.S.C. 2221], or to any 
borrower otherwise eligible under section 3.7(b) [12 
U.S.C. 2128(b)]. 
‘‘(5) UNITED BANK FOR COOPERATIVES.— 

‘‘(A) CREATION.—If the stockholders of more than 
one but fewer than eight of the district banks ap-
prove the plan, each such bank, and the Central 
Bank for Cooperatives (if approved by a numerical 
majority of its stockholders), shall be merged into 
a single bank, which shall be referred to as the 
‘United Bank for Cooperatives’. 

‘‘(B) SERVICES PROVIDED.—The United Bank for 
Cooperatives shall offer credit and related services 
only in the territory included, as of the date of the 
enactment of this section [Jan. 6, 1988], within the 
boundaries of the districts that had been served by 
the constituent banks of the United Bank for Co-
operatives, and to any borrower otherwise eligible 
under section 3.7(b) [12 U.S.C. 2128(b)]. 
‘‘(6) NONCONSENTING BANKS.— 

‘‘(A) IN GENERAL.— 
‘‘(i) NATIONAL BANK FOR COOPERATIVES.—Any of 

the district banks whose stockholders did not ap-
prove the plan of merger may offer credit and re-
lated services to any eligible borrowers within 
any territory or area that may be served by the 
National Bank. 

‘‘(ii) UNITED BANK FOR COOPERATIVES.—Any of 
the district banks whose stockholders did not ap-
prove the plan of merger shall continue as dis-
trict banks for cooperatives and shall continue to 
serve only the territory within the boundaries of 
the district that such banks served as of the date 
of the enactment of this section [Jan. 6, 1988]. 
‘‘(B) NONDISCRIMINATION.—Any district bank 

whose stockholders did not approve the plan of 
merger shall be entitled to the availability, from 
the National Bank for Cooperatives or the United 
Bank for Cooperatives, as the case may be, of the 
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same credit and related services now provided by 
the Central Bank for Cooperatives as of the date of 
the enactment of this section [Jan. 6, 1988], regard-
less of the decision not to merge. 

‘‘(C) SUBSEQUENT MERGERS.—Any district bank re-
ferred to in subparagraph (A) may subsequently 
merge with the National Bank for Cooperatives or 
the United Bank for Cooperatives, as the case may 
be, on the approval of the voting stockholders of 
both banks proposing to merge based on the voting 
requirement of subsection (b)(1). 

‘‘(c) REFERENCES.—References in this section to vot-
ing stockholders shall include subscribers to the guar-
anty fund.’’ 

BANK FOR COOPERATIVES INITIAL BOARD OF DIRECTORS 

Section 414(a) of Pub. L. 100–233, as amended by Pub. 
L. 100–399, title IV, § 406(a), Aug. 17, 1988, 102 Stat. 1000, 
provided that: ‘‘Notwithstanding section 3.2 [probably 
means section 3.2 of Pub. L. 92–181, 12 U.S.C. 2123], the 
initial board of each district bank for cooperatives 
shall be composed of the members of the district board 
(which is dissolved upon the creation of the district 
Farm Credit Bank) elected by the stockholders of the 
bank for cooperatives and one member elected by the 
other two members, which member shall not be a direc-
tor, officer, employee, or stockholder of a System insti-
tution. The initial board shall operate for such term as 
is agreed to by the members of the board, except that 
such period shall not exceed two years. Thereafter, the 
board shall be elected and serve in accordance with sec-
tion 3.0 of the Farm Credit Act of 1971 [12 U.S.C. 2121].’’ 

§ 2122. Corporate existence; general corporate 
powers 

Each bank for cooperatives shall be a body 
corporate and, subject to regulation by the 
Farm Credit Administration, shall have power 
to— 

(1) Adopt and use a corporate seal. 
(2) Have succession until dissolved under the 

provisions of this chapter or other Act of Con-
gress. 

(3) Make contracts. 
(4) Sue and be sued. 
(5) Acquire, hold, dispose, and otherwise exer-

cise all of the usual incidents of ownership of 
real and personal property necessary or conven-
ient to its business. 

(6) Make loans and commitments for credit, 
provide services and other assistance as author-
ized in this chapter, and charge fees therefor. 

(7) Operate under the direction of its board of 
directors. 

(8) Elect by its board of directors a president, 
any vice presidents, a secretary, a treasurer, and 
provide for such other officers, employees, and 
agents as may be necessary, including joint em-
ployees as provided in this chapter, define their 
duties and require surety bonds or make other 
provisions against losses occasioned by employ-
ees. 

(9) Prescribe by its board of directors its by-
laws not inconsistent with law providing for the 
classes of its stock and the manner in which its 
stock shall be issued, transferred, and retired; 
its officers, employees, or agents elected or pro-
vided for; its property acquired, held, and trans-
ferred; its loans made; its general business con-
ducted; and the privileges granted it by law ex-
ercised and enjoyed. 

(10) Borrow money and issue notes, bonds, de-
bentures, or other obligations individually or in 
concert with one or more other banks of the 

System, of such character, and such terms, con-
ditions, and rates of interest as may be deter-
mined. 

(11)(A) Participate in loans under this sub-
chapter with one or more other banks for co-
operatives and with commercial banks and other 
financial institutions upon such terms as may 
be agreed among them, and participate with one 
or more other Farm Credit System institutions 
in loans made under this subchapter or other 
subchapters of this chapter on the basis pre-
scribed in section 2206 of this title. 

(B)(i) Participate in any loan of a type other-
wise authorized under this subchapter that is 
made to a similar entity by any institution in 
the business of extending credit, including pur-
chases of participations in loans to finance 
international trade transactions involving the 
sale of agricultural commodities or the products 
thereof, except that— 

(I) a bank for cooperatives may not partici-
pate in a loan— 

(aa) if the participation would cause the 
total amount of all loan participations by 
the bank under this subparagraph involving 
a single credit risk to exceed 10 percent of 
the bank’s total capital; or 

(bb) if the participation by the bank will 
itself equal or exceed 50 percent of the prin-
cipal of the loan or, when taken together 
with participations in the loan by other 
Farm Credit System institutions, will cause 
the cumulative amount of the participations 
by all Farm Credit System institutions in 
the loan to equal or exceed 50 percent of the 
principal of the loan; 

(II) a bank for cooperatives may not partici-
pate in a loan to a similar entity under this 
subparagraph if the similar entity has a loan 
or loan commitment outstanding with a Farm 
Credit Bank or an association chartered under 
this chapter, unless agreed to by the Bank or 
association; and 

(III) the cumulative amount of participa-
tions that a bank for cooperatives may have 
outstanding under this subparagraph at any 
time may not exceed 15 percent of the bank’s 
total assets. 

(ii) As used in this subparagraph, the term 
‘‘similar entity’’ means an entity that, while 
not eligible for a loan under section 2129 of this 
title, is functionally similar to an entity eligi-
ble for a loan under section 2129 of this title in 
that it derives a majority of its income from, or 
has a majority of its assets invested in, the con-
duct of activities functionally similar to those 
conducted by the entity. 

(iii) As used in this subparagraph, the term 
‘‘participate’’ or ‘‘participation’’ refers to multi-
lender transactions, including syndications, as-
signments, loan participations, subparticipa-
tions, or other forms of the purchase, sale, or 
transfer of interests in loans, other extensions of 
credit, or other technical and financial assist-
ance. 

(12) Deposit its securities and its current funds 
with any member bank of the Federal Reserve 
System or any insured State nonmember bank 
(within the meaning of section 1813 of this title) 
or, to the extent necessary to facilitate trans-
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actions which may be financed under section 
2128(b) of this title, any other financial organi-
zation, domestic or foreign, as may be author-
ized by its board of directors, and pay fees there-
for and receive interest thereon as may be 
agreed. When designated for that purpose by the 
Secretary of the Treasury, it shall be a deposi-
tory of public money, except receipts from cus-
toms, under such regulations as may be pre-
scribed by the Secretary; may be employed as a 
fiscal agent of the Government, and shall per-
form all such reasonable duties as a depository 
of public money or financial agent of the Gov-
ernment as may be required of it. No Govern-
ment funds deposited under the provisions of 
this subsection shall be invested in loans or 
bonds or other obligations of the bank. 

(13)(A) Buy and sell obligations of or insured 
by the United States or of any agency thereof, 
or securities backed by the full faith and credit 
of any such agency and make such other invest-
ments as may be authorized under regulations 
issued by the Farm Credit Administration. 

(B) As may be authorized by its board of direc-
tors, buy from and sell to Farm Credit System 
institutions interests in loans and in other fi-
nancial assistance extended and nonvoting 
stock. 

(C) As may be authorized by its board of direc-
tors, and solely for the purposes of obtaining 
credit information and other services needed to 
facilitate transactions which may be financed 
under section 2128(b) of this title, invest in own-
ership interests in foreign business entities that 
are principally engaged in providing credit in-
formation to and performing such servicing 
functions for their members in connection with 
the members’ international activities. 

(14) Conduct studies and adopt standards for 
lending. 

(15) Amend and modify loan contracts, docu-
ments, and payment schedules, and release, sub-
ordinate, or substitute security for any of them. 

(16) Exercise by its board of directors or au-
thorized officers, employees, or agents all such 
incidental powers as may be necessary or expe-
dient to carry on the business of the bank. 

(17) As may be authorized by the board of di-
rectors, maintain credit balances and pay or re-
ceive fees or interest thereon, for the purpose of 
assisting in the transfer of funds to or from par-
ties to transactions that may be financed under 
section 2128(b) of this title: Provided, however, 
That nothing herein shall authorize the banks 
for cooperatives to engage in the business of ac-
cepting domestic deposits. 

(18) As may be authorized by its board of direc-
tors, agree with other Farm Credit System in-
stitutions to share loan or other losses, whether 
to protect against capital impairment or for any 
other purpose. 

(Pub. L. 92–181, title III, § 3.1, Dec. 10, 1971, 85 
Stat. 602; Pub. L. 96–592, title III, § 301, Dec. 24, 
1980, 94 Stat. 3443; Pub. L. 99–205, title II, 
§ 205(e)(1), Dec. 23, 1985, 99 Stat. 1705; Pub. L. 
100–233, title VIII, § 802(n), Jan. 6, 1988, 101 Stat. 
1712; Pub. L. 100–399, title IX, § 901(b), Aug. 17, 
1988, 102 Stat. 1007; Pub. L. 102–552, title V, § 502, 
Oct. 28, 1992, 106 Stat. 4130; Pub. L. 103–376, §§ 2, 
6, Oct. 19, 1994, 108 Stat. 3497, 3500; Pub. L. 
107–171, title V, § 5401(a), May 13, 2002, 116 Stat. 
349.) 

AMENDMENTS 

2002—Par. (11)(B)(iii), (iv). Pub. L. 107–171 redesig-
nated cl. (iv) as (iii) and struck out former cl. (iii) 
which read as follows: ‘‘With respect to similar entities 
that are eligible to borrow from a Farm Credit Bank or 
association under subchapter I or II of this chapter, the 
authority of a bank for cooperatives to participate in 
loans to the entities under this subparagraph shall be 
subject to the prior approval of the Farm Credit Bank 
or Banks in whose chartered territory the entity is eli-
gible to borrow. The approval may be granted on an an-
nual basis and under such terms and conditions as may 
be agreed on between the bank for cooperatives and the 
Farm Credit Bank or Banks that serve the territory.’’ 

1994—Par. (11)(B)(i)(I)(bb). Pub. L. 103–376, § 6, sub-
stituted ‘‘other Farm Credit System institutions’’ for 
‘‘the other banks for cooperatives under this subpara-
graph’’ and ‘‘all Farm Credit System institutions’’ for 
‘‘all banks for cooperatives’’. 

Par. (11)(B)(iv). Pub. L. 103–376, § 2, added cl. (iv). 
1992—Par. (11). Pub. L. 102–552 designated existing 

provisions as subpar. (A) and added subpar. (B). 
1988—Par. (12). Pub. L. 100–399 substituted ‘‘(within 

the meaning of section 1813 of this title)’’ for ‘‘as de-
fined in section 1812 of this title.’’ 

Pars. (12), (13)(B), (C), (17), (18). Pub. L. 100–233 struck 
out ‘‘and approved by the Farm Credit Administration’’ 
after ‘‘board of directors’’. 

1985—Pub. L. 99–205 substituted ‘‘regulation’’ for ‘‘su-
pervision’’ in provision preceding par. (1). 

Par. (13)(A). Pub. L. 99–205 inserted ‘‘under regula-
tions issued’’ after ‘‘authorized’’. 

Pars. (16) to (19). Pub. L. 99–205 struck out par. (16) re-
specting power of bank for cooperatives to perform any 
function delegated to it by the Farm Credit Adminis-
tration, and redesignated pars. (17) to (19) as (16) to (18), 
respectively. 

1980—Par. (11). Pub. L. 96–592, § 301(1), inserted provi-
sions respecting participation with one or more other 
Farm Credit System institutions in loans. 

Par. (12). Pub. L. 96–592, § 301(2), inserted applicability 
to any insured State nonmember bank and to other do-
mestic or foreign financial organizations. 

Par. (13). Pub. L. 96–592, § 301(3), designated existing 
provisions as subpar. (A) and added subpars. (B) and (C). 

Pars. (18), (19). Pub. L. 96–592, § 301(4), added pars. (18) 
and (19). 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2123. Board of directors 

(a)(1) Each bank for cooperatives not merged 
into the United Bank for Cooperatives or the 
National Bank for Cooperatives shall elect a 
board of directors of such number, for such 
term, in such manner, and with such qualifica-
tions as may be required in its bylaws, except 
that at least one member shall be elected by the 
other directors, which member shall not be a di-
rector, officer, employee, or stockholder of a 
System institution. 

(2)(A) If approved by the stockholders through 
a bylaw amendment, the nomination and elec-
tion of one member from a bank for cooperatives 
(other than the National Bank for Cooperatives) 
shall be carried out with each voting stock-
holder of a bank for cooperatives having one 
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1 So in original. There probably should be a semicolon after 

‘‘banks’’. 

vote, plus a number of votes (or fractional part 
thereof) equal to— 

(i) the number of stockholders eligible to 
vote; multiplied by 

(ii) the percentage (or fractional part there-
of) of the total equity interest (including allo-
cated, but not unallocated, surplus and re-
serves) in the bank of all stockholders held by 
the individual voting stockholder at the close 
of the immediately preceding fiscal year of the 
bank. 

(B) The total number of votes under this para-
graph shall be the number of voting stockhold-
ers of a bank for cooperatives multiplied by two. 

(b) The board of directors of the Central Bank 
for Cooperatives shall consist of one member 
elected by the board of each bank for coopera-
tives, including the United Bank for Coopera-
tives if the Central Bank for Cooperatives is not 
merged into such bank, and one member ap-
pointed by the Farm Credit Administration. 

(Pub. L. 92–181, title III, § 3.2, Dec. 10, 1971, 85 
Stat. 603; Pub. L. 99–205, title II, § 205(e)(2), Dec. 
23, 1985, 99 Stat. 1705; Pub. L. 100–399, title IX, 
§ 901(d), Aug. 17, 1988, 102 Stat. 1007; Pub. L. 
102–552, title V, § 503, Oct. 28, 1992, 106 Stat. 4130.) 

AMENDMENTS 

1992—Subsec. (a). Pub. L. 102–552 designated existing 
provisions as par. (1) and added par. (2). 

1988—Subsec. (a). Pub. L. 100–399 amended subsec. (a) 
generally. Prior to amendment, subsec. (a) read as fol-
lows: ‘‘In the case of a district bank for cooperatives, 
the board of directors shall be the farm credit district 
board and in the case of the Central Bank for Coopera-
tives shall be a separate board of not more than thir-
teen members, one from each farm credit district and 
one at large. One district director of the Central Bank 
Board shall be elected by each district farm credit 
board and the member at large shall be appointed by 
the Farm Credit Administration.’’ 

Subsec. (b). Pub. L. 100–399 amended subsec. (b) gener-
ally. Prior to amendment, subsec. (b) read as follows: 
‘‘For the purposes of this section the provisions of sec-
tions 2222(b) and (c), 2225, 2226, and 2227 of this title 
shall apply to and shall be the authority of the Central 
Bank for Cooperatives the same as though it were a dis-
trict bank.’’ 

1985—Subsec. (a). Pub. L. 99–205 substituted ‘‘Farm 
Credit Administration’’ for ‘‘Governor with the advice 
and consent of the Federal Farm Credit Board’’. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective immediately 
after amendment made by section 401 of Pub. L. 100–233, 
which was effective 6 months after Jan. 6, 1988, see sec-
tion 1001(b) of Pub. L. 100–399, set out as a note under 
section 2002 of this title. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2124. Stock of banks for cooperatives 

(a) Amount 

The Capital stock of each bank for coopera-
tives shall be in such amount as its board deter-
mines is required for the purpose of providing 
adequate capital to permit the bank to meet the 
credit needs of borrowers from the bank and 
such amounts may be increased or decreased 
from time to time in accordance with such 
needs. 

(b) Value 

The capital stock of each bank shall be divided 
into shares of par value of $100 each and may be 
of such classes as the board may determine. 
Such stock may be issued in fractional shares. 

(c) Eligible holders of voting stock 

Voting stock may be issued or transferred to 
and held only by (i) cooperative associations eli-
gible to borrow from the banks 1 (ii) other cat-
egories of persons and entities described in sec-
tions 2128 and 2129 of this title eligible to borrow 
from the bank, as determined by the bank’s 
board of directors; and (iii) other banks for co-
operatives, and shall not be otherwise trans-
ferred, pledged, or hypothecated except as con-
sented to by the issuing bank under regulations 
of the Farm Credit Administration. 

(d) Entitlement to vote 

Each holder of one or more shares of voting 
stock which is eligible to borrow from a bank 
for cooperatives shall be entitled only to one 
vote and only in the affairs of the bank in the 
district in which its principal office is located 
unless otherwise authorized under regulations 
issued by the Farm Credit Administration, ex-
cept that if such holder has not been a borrower 
from the bank in which it holds such stock with-
in a period of two years next preceding the date 
fixed by the Farm Credit Administration prior 
to the commencement of voting, it shall not be 
entitled to vote. 

(e) Nonvoting investment stock 

Nonvoting investment stock may be issued in 
such series and in such amounts as may be de-
termined by the board and may be exchanged for 
voting stock or sold or transferred to any person 
subject to the approval of the issuing bank. 

(f) Participation certificates 

Participation certificates may be issued to 
parties to whom voting stock may not be issued. 

(Pub. L. 92–181, title III, § 3.3, Dec. 10, 1971, 85 
Stat. 603; Pub. L. 96–592, title III, § 302, Dec. 24, 
1980, 94 Stat. 3443; Pub. L. 99–205, title II, 
§ 205(e)(3), (4), Dec. 23, 1985, 99 Stat. 1705; Pub. L. 
100–233, title VIII, §§ 802(o), 805(k), Jan. 6, 1988, 
101 Stat. 1712, 1715; Pub. L. 110–234, title V, 
§§ 5402, 5403(a), May 22, 2008, 122 Stat. 1154; Pub. 
L. 110–246, § 4(a), title V, §§ 5402, 5403(a), June 18, 
2008, 122 Stat. 1664, 1915.) 

CODIFICATION 

Pub. L. 110–234 and Pub. L. 110–246 made identical 
amendments to this section. The amendments by Pub. 
L. 110–234 were repealed by section 4(a) of Pub. L. 
110–246. 

AMENDMENTS 

2008—Subsec. (b). Pub. L. 110–246, § 5402, which di-
rected substitution of ‘‘par’’ for ‘‘per’’, could not be ex-
ecuted because ‘‘per’’ did not appear. 

Subsec. (c)(ii), (iii). Pub. L. 110–246, § 5403(a), added cl. 
(ii) and redesignated former cl. (ii) as (iii). 

1988—Subsec. (a). Pub. L. 100–233, § 802(o)(1), struck 
out ‘‘, with the approval of Farm Credit Administra-
tion,’’ after ‘‘board determines’’. 

Subsec. (b). Pub. L. 100–233, § 802(o)(2), struck out 
‘‘with the approval of the Farm Credit Administration’’ 
after ‘‘board may determine’’. 
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Subsec. (d). Pub. L. 100–233, § 805(k), substituted ‘‘by’’ 
for ‘‘by by’’ after ‘‘regulations issued’’. 

Subsec. (e). Pub. L. 100–233, § 802(o)(3), struck out ‘‘and 
approved by the Farm Credit Administration’’ after 
‘‘Board’’. 

1985—Subsec. (d). Pub. L. 99–205, § 205(e)(3), inserted 
‘‘under regulations issued by’’ after ‘‘authorized’’. 

Subsec. (e). Pub. L. 99–205, § 205(e)(4), struck out 
‘‘, except for stock held by the Governor,’’ before ‘‘may 
be exchanged’’. 

1980—Subsec. (f). Pub. L. 96–592 added subsec. (f). 

EFFECTIVE DATE OF 2008 AMENDMENT 

Amendment of this section and repeal of Pub. L. 
110–234 by Pub. L. 110–246 effective May 22, 2008, the 
date of enactment of Pub. L. 110–234, see section 4 of 
Pub. L. 110–246, set out as an Effective Date note under 
section 8701 of Title 7, Agriculture. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2125. Dividends 

Dividends may be payable only on nonvoting 
investment stock, if declared by the board of di-
rectors of the bank, subject to the general direc-
tion of the Farm Credit Administration. 

(Pub. L. 92–181, title III, § 3.4, Dec. 10, 1971, 85 
Stat. 604; Pub. L. 99–205, title II, § 205(e)(5), title 
VI, § 606, Dec. 23, 1985, 99 Stat. 1705, 1711; Pub. L. 
100–233, title VIII, § 805(l), Jan. 6, 1988, 101 Stat. 
1715.) 

AMENDMENTS 

1988—Pub. L. 100–233 struck out ‘‘other than stock 
held by the Farm Credit Administration,’’ after ‘‘in-
vestment stock,’’. 

1985—Pub. L. 99–205 struck out ‘‘the Governor of’’ be-
fore ‘‘the Farm Credit Administration’’ and inserted 
‘‘, subject to the general direction of the Farm Credit 
Administration’’. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2126. Retirement of stock 

Nonvoting investment stock and participation 
certificates may be called for retirement at par. 
With the approval of the issuing bank, the hold-
er may elect not to have the called stock or par-
ticipation certificates retired in response to a 
call, reserving the right to have such stock or 
participation certificates included in the next 
call for retirement. Voting stock may also be re-
tired at par, on call or on such revolving basis as 
the board may determine with due regard for its 
total capital needs: Provided, however, That all 
equities in the district banks issued or allocated 
with respect to 1971 and prior years shall be re-
tired on a revolving basis according to the year 
of issue with the oldest outstanding equities 
being first retired. Equities issued for subse-
quent years shall not be called or retired until 
equities described in the preceding sentence of 
this proviso have been retired. 

(Pub. L. 92–181, title III, § 3.5, Dec. 10, 1971, 85 
Stat. 604; Pub. L. 96–592, title III, § 303, Dec. 24, 
1980, 94 Stat. 3444; Pub. L. 99–205, title II, 
§ 205(e)(6), Dec. 23, 1985, 99 Stat. 1705; Pub. L. 

100–233, title VIII, § 802(p), Jan. 6, 1988, 101 Stat. 
1712.) 

AMENDMENTS 

1988—Pub. L. 100–233 struck out ‘‘with approval of the 
Farm Credit Administration’’ after ‘‘board may deter-
mine’’. 

1985—Pub. L. 99–205 substituted ‘‘Nonvoting invest-
ment stock’’ for ‘‘Any nonvoting stock held by the 
Governor of the Farm Credit Administration shall be 
retired to the extent required by section 2151(b) of this 
title before any other outstanding voting or nonvoting 
stock or participation certificates shall be retired ex-
cept as may be otherwise authorized by the Farm Cred-
it Administration. When those requirements have been 
satisfied, nonvoting investment stock’’, and sub-
stituted ‘‘Voting’’ for ‘‘When the requirements of sec-
tion 2151(b) of this title have been met, voting’’. 

1980—Pub. L. 96–592 inserted provisions respecting ap-
plicability to participation certificates and struck out 
provisions relating to maximum amount of fair book 
value at retirement. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2127. Guaranty fund subscriptions in lieu of 
stock 

If any cooperative association is not author-
ized under the laws of the State in which it is 
organized to take and hold stock in a bank for 
cooperatives, the bank shall, in lieu of any re-
quirement for stock purchase, require the asso-
ciation to pay into or have on deposit in a guar-
anty fund, or the bank may retain out of the 
amount of the loan and credit to the guaranty 
fund account of the borrower, a sum equal to the 
amount of stock which the association would 
otherwise be required to own. Each reference to 
stock of the banks for cooperatives in this chap-
ter shall include such guaranty fund equiva-
lents. The holder of the guaranty fund equiva-
lent and the bank shall each be entitled to the 
same rights and obligations with respect thereto 
as the rights and obligations associated with the 
class or classes of stock involved. 

(Pub. L. 92–181, title III, § 3.6, Dec. 10, 1971, 85 
Stat. 604.) 

§ 2128. Loans, commitments, and technical and fi-
nancial assistance 

(a) Authorities 

The banks for cooperatives are authorized to 
make loans and commitments to eligible cooper-
ative associations and to extend to them other 
technical and financial assistance at any time 
(whether or not they have a loan from the bank 
outstanding), including but not limited to dis-
counting notes and other obligations, guaran-
tees, currency exchange necessary to service in-
dividual transactions that may be financed 
under subsection (b) of this section, collateral 
custody, or participation with other banks for 
cooperatives and commercial banks or other fi-
nancial institutions in loans to eligible coopera-
tives, under such terms and conditions as may 
be determined to be feasible by the board of di-
rectors of each bank for cooperatives under reg-
ulations of the Farm Credit Administration. 
Such regulations may include provisions for 
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avoiding duplication between the Central Bank 
and district banks for cooperatives. Each bank 
may own and lease, or lease with option to pur-
chase, to stockholders eligible to borrow from 
the bank equipment needed in the operations of 
the stockholder and may make or participate in 
loans or commitments and extend other tech-
nical and financial assistance to other domestic 
parties for the acquisition of equipment and fa-
cilities to be leased to such stockholders for use 
in their operations in the United States. 

(b) Additional authorities 

(1) A bank for cooperatives is authorized to 
make or participate in loans and commitments 
to, and to extend other technical and financial 
assistance to a domestic or foreign party with 
respect to its transactions with an association 
that is a voting stockholder of the bank for the 
import of agricultural commodities or products 
thereof, agricultural supplies, or aquatic prod-
ucts through purchases, sales or exchanges, if 
the bank for cooperatives determines, under reg-
ulations of the Farm Credit Administration, 
that the voting stockholder will benefit substan-
tially as a result of such loan, commitment, or 
assistance. 

(2)(A) A bank for cooperatives may make or 
participate in loans and commitments to, and 
extend other technical and financial assistance 
to— 

(i) any domestic or foreign party for the ex-
port, including (where applicable) the cost of 
freight, of agricultural commodities or prod-
ucts thereof, agricultural supplies, or aquatic 
products from the United States under policies 
and procedures established by the bank to en-
sure that the commodities, products, or sup-
plies are originally sourced, where reasonably 
available, from one or more eligible coopera-
tive associations described in section 2129(a) of 
this title on a priority basis, except that if the 
total amount of the balances outstanding on 
loans made by a bank under this clause that— 

(I) are made to finance the export of com-
modities, products, or supplies that are not 
originally sourced from a cooperative, and 

(II) are not guaranteed or insured, in an 
amount equal to at least 95 percent of the 
amount loaned, by a department, agency, 
bureau, board, commission, or establishment 
of the United States or a corporation whol-
ly-owned directly or indirectly by the 
United States, 

exceeds an amount that is equal to 50 percent 
of the bank’s capital, then a sufficient interest 
in the loans shall be sold by the bank for co-
operatives to commercial banks and other 
non-System lenders to reduce the total 
amount of such outstanding balances to an 
amount not greater than an amount equal to 
50 percent of the bank’s capital; and 

(ii) except as provided in subparagraph (B), 
any domestic or foreign party in which an eli-
gible cooperative association described in sec-
tion 2129(a) of this title (including, for the pur-
pose of facilitating its domestic business oper-
ations only, a cooperative or other entity de-
scribed in section 2129(b)(1)(A) of this title) has 
an ownership interest, for the purpose of fa-
cilitating the domestic or foreign business op-

erations of the association, except that if the 
ownership interest by an eligible cooperative 
association, or associations, is less than 50 
percent, the financing shall be limited to the 
percentage held in the party by the associa-
tion or associations. 

(B) A bank for cooperatives shall not use the 
authority provided in subparagraph (A)(ii) to 
provide financial assistance to a party for the 
purpose of financing the relocation of a plant or 
facility from the United States to another coun-
try. 

(3) A bank for cooperatives is authorized to 
provide such services as may be customary and 
normal in maintaining relationships with do-
mestic or foreign entities to facilitate the ac-
tivities specified in paragraphs (1) and (2), con-
sistent with this chapter. 

(4) DEFINITION OF AGRICULTURAL SUPPLY.—In 
this subsection, the term ‘‘agricultural supply’’ 
includes— 

(A) a farm supply; and 
(B)(i) agriculture-related processing equip-

ment; 
(ii) agriculture-related machinery; and 
(iii) other capital goods related to the stor-

age or handling of agricultural commodities or 
products. 

(c) Applicable policies 

Loans, commitments, and assistance author-
ized by subsection (b) of this section shall be ex-
tended in accordance with policies adopted by 
the board of directors of the bank under regula-
tions of the Farm Credit Administration. 

(d) Regulatory limitations 

The regulations of the Farm Credit Adminis-
tration implementing subsection (b) of this sec-
tion and other provisions of this subchapter re-
lating to the authority under subsection (b) of 
this section may not confer upon the banks for 
cooperatives powers and authorities greater 
than those specified in this subchapter. The 
Farm Credit Administration shall, during the 
formulation of such regulations, closely consult 
on a continuing basis with the Board of Gov-
ernors of the Federal Reserve System to insure 
that such regulations conform to national bank-
ing policies, objectives, and limitations. 

(e) Speculative futures transactions 

Notwithstanding any other provision of this 
subchapter, the banks for cooperatives shall not 
make or participate in loans or commitments 
for the purpose of financing speculative futures 
transactions by eligible borrowers in foreign 
currencies. 

(f) Installation, expansion, or improvement of 
water and waste disposal facilities 

The banks for cooperatives may, for the pur-
pose of installing, maintaining, expanding, im-
proving, or operating water and waste disposal 
facilities in rural areas, make and participate in 
loans and commitments and extending other 
technical and financial assistance to— 

(1) cooperatives formed specifically for the 
purpose of establishing or operating such fa-
cilities; and 

(2) public and quasi-public agencies and bod-
ies, and other public and private entities that, 
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under authority of State or local law, estab-
lish or operate such facilities. 

For purposes of this subsection, the term ‘‘rural 
area’’ means all territory of a State that is not 
within the outer boundary of any city or town 
having a population of more than 20,000 based on 
the latest decennial census of the United States. 

(Pub. L. 92–181, title III, § 3.7, Dec. 10, 1971, 85 
Stat. 605; Pub. L. 96–592, title III, § 304, Dec. 24, 
1980, 94 Stat. 3444; Pub. L. 101–624, title XXIII, 
§ 2323(a), Nov. 28, 1990, 104 Stat. 4013; Pub. L. 
102–237, title V, § 502(e)(1), Dec. 13, 1991, 105 Stat. 
1868; Pub. L. 102–552, title V, §§ 504, 505, Oct. 28, 
1992, 106 Stat. 4131; Pub. L. 103–376, § 3, Oct. 19, 
1994, 108 Stat. 3497; Pub. L. 107–171, title V, § 5402, 
May 13, 2002, 116 Stat. 350.) 

AMENDMENTS 

2002—Subsec. (b)(1), (2)(A)(i). Pub. L. 107–171, § 5402(1), 
substituted ‘‘agricultural supplies’’ for ‘‘farm sup-
plies’’. 

Subsec. (b)(4). Pub. L. 107–171, § 5402(2), added par. (4). 
1994—Subsec. (b)(1). Pub. L. 103–376, § 3(A), substituted 

‘‘assistance to’’ for ‘‘assistance to (A)’’, ‘‘bank for the 
import’’ for ‘‘bank for the export or import’’, and ‘‘if 
the bank for cooperatives’’ for ‘‘and (B) a domestic or 
foreign party in which such an association has at least 
the minimum ownership interest approved under regu-
lations of the Farm Credit Administration for the pur-
pose of facilitating the association’s export or import 
operations of the type described in subparagraph (A): 
Provided, That a’’. 

Subsec. (b)(2). Pub. L. 103–376, § 3(B), added par. (2) 
and struck out former par. (2) which read as follows: ‘‘A 
bank for cooperatives is authorized to make or partici-
pate in loans and commitments, and to extend other 
technical and financial assistance, to any domestic or 
foreign entity that is eligible for a guarantee or insur-
ance as described in subparagraphs (A) and (B) with re-
spect to transactions involving the Soviet Union (its 
successor entities or any of the individual republics of 
the Soviet Union) or an emerging democracy (as de-
fined in section 1542(f) of the Food, Agriculture, Con-
servation, and Trade Act of 1990 (7 U.S.C. 5622 note)) for 
the export of agricultural commodities and products 
thereof from the United States, including (where appli-
cable) the cost of freight, if in each case— 

‘‘(A) the loan involved is unconditionally guaran-
teed or insured by a department, agency, bureau, 
board, commission, or establishment of the United 
States or any corporation wholly owned directly or 
indirectly by the United States; and 

‘‘(B) the guarantee or insurance— 
‘‘(i) covers at least 95 percent of the amount 

loaned for the purchase of the commodities or prod-
ucts; and 

‘‘(ii) is issued on or before September 30, 1995.’’ 
1992—Subsec. (a). Pub. L. 102–552, § 504, inserted ‘‘at 

any time (whether or not they have a loan from the 
bank outstanding)’’ after ‘‘assistance’’ in first sen-
tence. 

Subsec. (f). Pub. L. 102–552, § 505, in introductory pro-
visions, substituted ‘‘installing, maintaining, expand-
ing, improving, or operating’’ for ‘‘the installation, ex-
pansion, or improvement of’’ and ‘‘extending’’ for ‘‘to 
extend’’. 

1991—Subsec. (b). Pub. L. 102–237 designated existing 
provisions as par. (1), redesignated cl. (1) as (A) and in-
serted ‘‘or products thereof’’ after ‘‘commodities’’, re-
designated cl. (2) as (B) and substituted ‘‘subparagraph 
(A)’’ for ‘‘clause (1) of this subsection’’, and added pars. 
(2) and (3). 

1990—Subsec. (f). Pub. L. 101–624 added subsec. (f). 
1980—Pub. L. 96–592 designated existing provisions as 

subsec. (a), inserted provisions relating to currency ex-
changes and provisions relating to loans, etc., to do-
mestic parties, and added subsecs. (b) to (e). 

§ 2129. Eligibility 

(a) Any association of farmers, producers or 
harvesters of aquatic products, or any federa-
tion of such associations, which is operated on a 
cooperative basis, and has the powers for proc-
essing, preparing for market, handling, or mar-
keting farm or aquatic products; or for purchas-
ing, testing, grading, processing, distributing, or 
furnishing farm or aquatic supplies or furnish-
ing farm or aquatic business services or services 
to eligible cooperatives and conforms to either 
of the two following requirements: 

(1) no member of the association is allowed 
more than one vote because of the amount of 
stock or membership capital he may own 
therein; or 

(2) does not pay dividends on stock or mem-
bership capital in excess of such per centum 
per annum as may be approved under regula-
tions of the Farm Credit Administration; and 
in any case 

(3) does not deal in farm products or aquatic 
products, or products processed therefrom, 
farm or aquatic supplies, farm or aquatic busi-
ness services, or services to eligible coopera-
tives with or for nonmembers in an amount 
greater in value than the total amount of such 
business transacted by it with or for members, 
excluding from the total of member and non-
member business transactions with the United 
States or any agency or instrumentality 
thereof or services or supplies furnished as a 
public utility; and 

(4) a percentage of the voting control of the 
association not less than 80 per centum (60 per 
centum (A) in the case of rural electric, tele-
phone, public utility, and service cooperatives; 
(B) in the case of local farm supply coopera-
tives that have historically served needs of the 
community that would not adequately be 
served by other suppliers and have experienced 
a reduction in the percentage of farmer mem-
bership due to changed circumstances beyond 
their control such as, but not limited to, ur-
banization of the community; and (C) in the 
case of local farm supply cooperatives that 
provide or will provide needed services to a 
community and that are or will be in competi-
tion with a cooperative specified in paragraph 
(B)) or, with respect to any type of association 
or cooperative, such higher percentage as es-
tablished by the bank board, is held by farm-
ers, producers or harvesters of aquatic prod-
ucts, or eligible cooperative associations as 
defined herein; 

shall be eligible to borrow from a bank for co-
operatives. Any such association that has re-
ceived a loan from a bank for cooperatives shall, 
without regard to the requirements of para-
graphs (1) through (4), continue to be eligible for 
so long as more than 50 percent (or such higher 
percentage as is established by the bank board) 
of the voting control of the association is held 
by farmers, producers or harvesters of aquatic 
products, or eligible cooperative associations. 

(b) Notwithstanding any other provision of 
this section: 

(1) The following entities shall also be eligi-
ble to borrow from a bank for cooperatives: 

(A) Cooperatives and other entities that 
have received a loan, loan commitment, or 
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loan guarantee from the Rural Electrifica-
tion Administration, or a loan or loan com-
mitment from the Rural Telephone Bank, or 
that are eligible under the Rural Electrifica-
tion Act of 1936 (7 U.S.C. 901 et seq.) for a 
loan, loan commitment, or loan guarantee 
from the Administration or the Bank (or a 
successor of the Administration or the 
Bank), and subsidiaries of such cooperatives 
or other entities. 

(B) Any legal entity that (i) holds more 
than 50 percent of the voting control of an 
association or other entity that is eligible to 
borrow from a bank for cooperatives under 
subsection (a) of this section or subpara-
graph (A) of this paragraph, and (ii) borrows 
for the purpose of making funds available to 
that association or entity, and makes funds 
available to that association or entity under 
the same terms and conditions that the 
funds are borrowed from a bank for coopera-
tives. 

(C) Any cooperative or other entity de-
scribed in subsection (b) or (f) of section 2128 
of this title. 

(D) Any creditworthy private entity that 
satisfies the requirements for a service coop-
erative under paragraphs (1), (2), and (4), or 
under the last sentence, of subsection (a) of 
this section and subsidiaries of the entity, if 
the entity is organized to benefit agriculture 
in furtherance of the welfare of its farmer- 
members and is operated on a not-for-profit 
basis. 

(2) Notwithstanding the provisions of section 
2130 of this title, the board of directors of a 
bank for cooperatives may determine that, 
with respect to a loan to any borrower eligible 
to borrow from a bank under paragraph (1)(A) 
that is fully guaranteed by the United States, 
no stock purchase requirement shall apply, 
other than the requirement that a borrower el-
igible to own voting stock shall purchase one 
share of such stock. 

(3) Each association and other entity eligible 
to borrow from a bank for cooperatives under 
this subsection, for purposes of section 2128(a) 
of this title, shall be treated as an eligible co-
operative association and a stockholder eligi-
ble to borrow from the bank. 

(4) Nothing in this subsection shall be con-
strued to adversely affect the eligibility, as it 
existed on January 6, 1988, of cooperatives and 
other entities for any other credit assistance 
under Federal law. 

(Pub. L. 92–181, title III, § 3.8, Dec. 10, 1971, 85 
Stat. 605; Pub. L. 94–184, § 1(a), Dec. 31, 1975, 89 
Stat. 1060; Pub. L. 96–592, title III, § 305, Dec. 24, 
1980, 94 Stat. 3445; Pub. L. 99–198, title XIII, 
§ 1322, Dec. 23, 1985, 99 Stat. 1534; Pub. L. 100–233, 
title IV, § 421, title VIII, § 805(m), Jan. 6, 1988, 101 
Stat. 1654, 1715; Pub. L. 100–399, title IV, § 410, 
title IX, § 901(e), Aug. 17, 1988, 102 Stat. 1003, 1007; 
Pub. L. 101–624, title XXIII, § 2323(b), Nov. 28, 
1990, 104 Stat. 4013; Pub. L. 102–237, title V, 
§ 502(e)(2), (f), Dec. 13, 1991, 105 Stat. 1869; Pub. L. 
102–552, title V, § 506, Oct. 28, 1992, 106 Stat. 4131; 
Pub. L. 103–376, § 4, Oct. 19, 1994, 108 Stat. 3498; 
Pub. L. 104–105, title II, §§ 204, 205, Feb. 10, 1996, 
110 Stat. 172.) 

REFERENCES IN TEXT 

The Rural Electrification Act of 1936, referred to in 
subsec. (b)(1)(A), is act May 20, 1936, ch. 432, 49 Stat. 
1363, as amended, which is classified generally to chap-
ter 31 (§ 901 et seq.) of Title 7, Agriculture. For complete 
classification of this Act to the Code, see section 901 of 
Title 7 and Tables. 

AMENDMENTS 

1996—Subsec. (a). Pub. L. 104–105, § 204(a), inserted at 
end ‘‘Any such association that has received a loan 
from a bank for cooperatives shall, without regard to 
the requirements of paragraphs (1) through (4), con-
tinue to be eligible for so long as more than 50 percent 
(or such higher percentage as is established by the 
bank board) of the voting control of the association is 
held by farmers, producers or harvesters of aquatic 
products, or eligible cooperative associations.’’ 

Subsec. (b)(1)(A). Pub. L. 104–105, § 205, substituted 
‘‘are eligible under the Rural Electrification Act of 1936 
(7 U.S.C. 901 et seq.) for’’ for ‘‘have been certified by the 
Administrator of the Rural Electrification Administra-
tion to be eligible for such’’ and ‘‘loan guarantee from 
the Administration or the Bank (or a successor of the 
Administration or the Bank), and’’ for ‘‘loan guarantee, 
and’’. 

Subsec. (b)(1)(D). Pub. L. 104–105, § 204(b), substituted 
‘‘and (4), or under the last sentence, of subsection (a) of 
this section’’ for ‘‘and (4) of subsection (a) of this sec-
tion’’. 

1994—Subsec. (b)(1)(B) to (E). Pub. L. 103–376 redesig-
nated subpars. (C) to (E) as (B) to (D), respectively, re-
aligned margin of subpar. (D), and struck out former 
subpar. (B) which read as follows: ‘‘Any legal entity 
more than 50 percent of the voting control of which is 
held by one or more associations or other entities that 
are eligible to borrow from a bank for cooperatives 
under subsection (a) of this section or subparagraph (A) 
of this paragraph, except that any such legal entity, 
when considered together with one or more such asso-
ciations or other entities that hold such control, meet 
the requirement of subsection (a)(3) of this section.’’ 

1992—Subsec. (b)(1)(E). Pub. L. 102–552 added subpar. 
(E). 

1991—Subsec. (a)(4). Pub. L. 102–237, § 502(f)(1), sub-
stituted ‘‘a percentage’’ for ‘‘A percentage’’. 

Subsec. (b)(1)(D). Pub. L. 102–237, § 502(e)(2), (f)(2), sub-
stituted ‘‘subsection (b) or (f) of section 2128 of this 
title’’ for ‘‘section 2128(f) of this title’’ and realigned 
margin of subpar. (D). 

1990—Subsec. (b)(1)(D). Pub. L. 101–624 added subpar. 
(D). 

1988—Pub. L. 100–399, § 901(e), substituted ‘‘bank 
board’’ for ‘‘district board’’ in subsec. (a)(4). 

Pub. L. 100–399, § 410, substituted ‘‘makes’’ for 
‘‘make’’ in subsec. (b)(1)(C). 

Pub. L. 100–233, § 805(m), redesignated subsec. (1) as 
subsec. (a) and pars. (a) to (d) as pars. (1) to (4), respec-
tively, in par. (4) redesignated cls. (1) to (3) as (A) to 
(C), respectively, and in cl. (C) substituted ‘‘paragraph 
(B)’’ for ‘‘paragraph (2)’’. 

Pub. L. 100–233, § 421, added subsec. (b) and struck out 
former subsec. (2) which read as follows: ‘‘Notwith-
standing any other provision of this subchapter, co-
operatives and other entities that have received a loan, 
loan commitment, or loan guarantee from the Rural 
Electrification Administration, or a loan or loan com-
mitment from the Rural Telephone Bank, or that have 
been certified by the Administrator of the Rural Elec-
trification Administration to be eligible for such a 
loan, loan commitment, or loan guarantee, and subsidi-
aries of such cooperatives or other entities, shall also 
be eligible to borrow from a bank for cooperatives.’’ 

1985—Pub. L. 99–198, § 1322(1), designated existing pro-
visions as subsec. (1) and added subsec. (2). 

1980—Pub. L. 96–592, § 305(1), inserted reference to 
aquatic business in introductory text. 

Subsec. (c). Pub. L. 96–592, § 305(2), inserted reference 
to aquatic business services or services to eligible co-
operatives. 
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Subsec. (d). Pub. L. 96–592, § 305(3), substituted ‘‘60’’ 
for ‘‘70’’, and designated former parenthetical material 
as item (1), and added items (2) and (3) and limitation 
with respect to any type of association or cooperative. 

1975—Subsec. (d). Pub. L. 94–184 inserted provision re-
lating to 70 per centum of voting control in the case of 
rural electric, telephone, and public utility coopera-
tives. 

EFFECTIVE DATE OF 1991 AMENDMENT 

Amendment by section 502(f) of Pub. L. 102–237 effec-
tive as if included in the provision of the Food, Agri-
culture, Conservation, and Trade Act of 1990, Pub. L. 
101–624, to which the amendment relates, see section 
1101(b)(4) of Pub. L. 102–237, set out as a note under sec-
tion 1421 of Title 7, Agriculture. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

§ 2130. Ownership of stock by borrowers 

(a) Each borrower entitled to hold voting 
stock shall, at the time a loan is made by a 
bank for cooperatives, own at least one share of 
voting stock and shall be required by the bank 
to invest in additional voting stock or non-
voting investment stock at that time, or from 
time to time, as the lending bank may deter-
mine, but the requirement for investment in 
stock at the time the loan is closed shall not ex-
ceed an amount equal to 10 per centum of the 
face amount of the loan. Such additional owner-
ship requirements may be based on the face 
amount of the loan, the outstanding loan bal-
ance or on a percentage of the interest payable 
by the borrower during any year or during any 
quarter thereof, or upon such other basis as the 
bank determines will provide adequate capital 
for the operation of the bank and equitable own-
ership thereof among borrowers. In the case of a 
direct loan by the Central Bank, the borrower 
shall be required to own or invest in the nec-
essary stock in a district bank or banks and 
such district bank shall be required to own a 
corresponding amount of stock in the Central 
Bank, but voting stock shall be in the one dis-
trict bank, designated by the Farm Credit Ad-
ministration. 

(b) Notwithstanding the provisions of sub-
section (a) of this section, the purchase of stock 
need not be required with respect to that part of 
any loan made by a bank for cooperatives which 
it sells to or makes in participation with finan-
cial institutions other than any of the banks for 
cooperatives. In such cases the distribution of 
earnings of the bank for cooperatives shall be on 
the basis of the interest in the loan retained by 
such bank. 

(Pub. L. 92–181 title III, § 3.9, Dec. 10, 1971, 85 
Stat. 605; Pub. L. 96–592, title III, § 306, Dec. 24, 
1980, 94 Stat. 3445; Pub. L. 100–233, title VIII, 
§ 802(q), Jan. 6, 1988, 101 Stat. 1712.) 

AMENDMENTS 

1988—Subsec. (a). Pub. L. 100–233 substituted ‘‘by the 
bank to invest’’ for ‘‘by the bank with the approval of 
the Farm Credit Administration to invest’’, ‘‘or upon 
such other basis as the bank determines’’ for ‘‘or upon 
such other basis as the bank, with the approval of the 
Farm Credit Administration, determines’’, and ‘‘in a 

district bank or banks and such district bank shall be 
required’’ for ‘‘in a district bank or banks as may be 
approved by the Farm Credit Administration and such 
district bank shall be required’’. 

1980—Subsec. (a). Pub. L. 96–592 inserted provisions 
respecting entitlement to hold voting stock. 

§ 2131. Loans 

(a) Interest rates and charges 

Loans made by a bank for cooperatives shall 
bear interest at a rate or rates determined by 
the board of directors of the bank from time to 
time. In setting rates and charges, it shall be 
the objective to provide the types of credit need-
ed by eligible borrowers at the lowest reasonable 
cost on a sound business basis, taking into ac-
count the net cost of money to the bank, nec-
essary reserves and expenses of the bank, and 
services provided. The loan documents may pro-
vide for the interest rate or rates to vary from 
time to time during the repayment period of the 
loan, in accordance with the rate or rates cur-
rently being charged by the bank. 

(b) Security 

Loans shall be made upon such terms, condi-
tions, and security, if any, as may be determined 
by the bank in accordance with regulations of 
the Farm Credit Administration. 

(c) Lien 

Each bank for cooperatives shall have a first 
lien on all stock or other equities in the bank as 
collateral for the payment of any indebtedness 
of the owner thereof to the bank. In the case of 
a direct loan to an eligible cooperative by the 
Central Bank, the Central Bank shall have a 
first lien on the stock and equities of the bor-
rower in the district bank and the district bank 
shall have a lien thereon junior only to the lien 
of the Central Bank. 

(d) Cancellation; application on indebtedness 

In any case where the debt of a borrower is in 
default, or in any case of liquidation or dissolu-
tion of a present or former borrower from a 
bank for cooperatives, the bank may, but shall 
not be required to, retire and cancel all or a part 
of the stock, allocated surplus or contingency 
reserves, or any other equity in the bank owned 
by or allocated to such borrower, at the fair 
market value thereof not exceeding par, and, to 
the extent required in such cases, corresponding 
shares and allocations and other equity inter-
ests held by a district bank in another district 
bank on account of such indebtedness, shall be 
retired or equitably adjusted. In no event shall 
the bank’s equities be retired or canceled if the 
retirement or cancellation would adversely af-
fect the bank’s capital structure, as determined 
by the Farm Credit Administration. 

(Pub. L. 92–181, title III, § 3.10, Dec. 10, 1971, 85 
Stat. 606; Pub. L. 96–592, title III, § 307, Dec. 24, 
1980, 94 Stat. 3445; Pub. L. 99–509, title I, § 1033(c), 
Oct. 21, 1986, 100 Stat. 1877.) 

AMENDMENTS 

1986—Subsec. (a). Pub. L. 99–509 struck out ‘‘, with 
the approval of the Farm Credit Administration as pro-
vided in section 2205 of this title’’ after ‘‘from time to 
time’’. 

1980—Subsec. (a). Pub. L. 96–592, § 307(1), inserted ref-
erence to section 2205 of this title. 
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Subsec. (d). Pub. L. 96–592, § 307(2), substituted ‘‘mar-
ket’’ for ‘‘book’’ and inserted provisions respecting re-
tirement or cancellation of equities as affected by the 
capital structure. 

§ 2132. Earnings and reserves; application of sav-
ings 

(a) Application of savings 

At the end of each fiscal year, the net savings 
shall, under regulations prescribed by the Farm 
Credit Administration, continue to be applied on 
a cooperative basis with provision for sound, 
adequate capitalization to meet the changing fi-
nancing needs of eligible cooperative borrowers 
and prudent corporate fiscal management, to 
the end that current year’s patrons carry their 
fair share of the capitalization, ultimate ex-
penses, and reserves related to the year’s oper-
ations and the remaining net savings shall be 
distributed as patronage refunds as provided in 
subsections (b) and (c) of this section. Such reg-
ulations may provide for application of net sav-
ings to the restoration or maintenance of an al-
located surplus account, reasonable additions to 
unallocated surplus, or to unallocated reserves 
after payment of operating expenses, and pro-
vide for allocations to patrons not qualified 
under title 26, or payment of such per centum of 
patronage refunds in cash, as the board may de-
termine. 

(b) Patronage refunds 

The net savings of each district bank for co-
operatives, after the earnings for the fiscal year 
have been applied in accordance with subsection 
(a) of this section shall be paid in stock, partici-
pation certificates, or cash, or in any of them, 
as determined by its board, as patronage refunds 
to borrowers to whom such refunds are payable 
who are borrowers of the fiscal year for which 
such patronage refunds are distributed. Except 
as provided in subsection (c) below, all patron-
age refunds shall be paid in proportion that the 
amount of interest and service fees on the loans 
to each borrower during the year bears to the in-
terest and service fees on the loans of all bor-
rowers during the year or on such other propor-
tionate patronage basis as may be approved by 
the board of directors. 

(c) Savings of Central Bank for Cooperatives 

The net savings of the Central Bank for Co-
operatives after the earnings for the fiscal year 
have been applied in accordance with subsection 
(a) of this section shall be paid in stock or cash, 
or both, as determined by the board, as patron-
age refunds to the district banks on the basis of 
interests held by the Central Bank in loans 
made by the district banks and upon any direct 
loans made by the Central Bank to cooperative 
associations, or on such other proportionate pa-
tronage basis as may be approved by the board 
of directors. In cases of direct loans, such refund 
shall be paid to the district bank or banks which 
issued their stock to the borrower incident to 
such loans, and the district bank or banks shall 
issue a like amount of patronage refunds to the 
borrower. 

(d) Loss carryover 

In the event of a net loss in any fiscal year 
after providing for all operating expenses (in-

cluding reasonable valuation reserves and losses 
in excess of any applicable reserves), such loss 
may be carried forward or carried back, if appro-
priate, or otherwise shall be absorbed by charges 
to unallocated reserve or surplus accounts es-
tablished after December 10, 1971; charges to al-
located contingency reserve account; charges to 
allocated surplus accounts; charges to other 
contingency reserve and surplus accounts; the 
impairment of voting stock; or the impairment 
of all other stock. 

(e) Charge of unrecognized costs or expenses to 
reserve, surplus, or patronage allocations 

Notwithstanding any other provisions of this 
section any costs or expenses attributable to a 
prior year or years but not recognized in deter-
mining the net savings for such year or years 
may be charged to reserves or surplus of the 
bank or to patronage allocations for such years, 
as may be determined by the board of directors. 

(f) Payment of patronage refunds in cash 

A bank for cooperatives may pay in cash such 
portion of its patronage refunds as will permit 
its taxable income to be determined without 
taking into account savings applied as allocated 
surplus, allocated contingency reserves, and pa-
tronage refunds under subsection (a) of this sec-
tion. 

(Pub. L. 92–181, title III, § 3.11, Dec. 10, 1971, 85 
Stat. 606; Pub. L. 96–592, title III, § 308, Dec. 24, 
1980, 94 Stat. 3445; Pub. L. 99–205, title II, 
§ 205(e)(7), (8), Dec. 23, 1985, 99 Stat. 1705; Pub. L. 
100–233, title VIII, §§ 802(r), 805(n), Jan. 6, 1988, 101 
Stat. 1712, 1716.) 

AMENDMENTS 

1988—Subsec. (a). Pub. L. 100–233, §§ 802(r)(1), 805(n)(1), 
(5), redesignated subsec. (b) as (a), substituted ‘‘(b) and 
(c)’’ for ‘‘(c) and (d)’’, struck out ‘‘as may be approved 
by the Farm Credit Administration’’ after ‘‘payment of 
operating expenses’’, and struck out at end ‘‘If during 
the fiscal year but not at the end thereof a bank shall 
have had outstanding capital stock held by the United 
States, provision will be made for payment of franchise 
taxes required in section 2151 of this title.’’ 

Subsec. (b). Pub. L. 100–233, §§ 802(r)(2), 805(n)(2), (5), 
redesignated subsec. (c) as (b) and substituted ‘‘(a) of 
this section’’ for ‘‘(b) of this section, whichever is appli-
cable,’’, ‘‘(c) below’’ for ‘‘(d) below’’, and ‘‘may be ap-
proved by the board of directors’’ for ‘‘the Farm Credit 
Administration may approve’’. Former subsec. (b) re-
designated (a). 

Subsec. (c). Pub. L. 100–233, §§ 802(r)(3), 805(n)(3), (5), 
redesignated subsec. (d) as (c) and substituted ‘‘(a) of 
this section’’ for ‘‘(b) of this section whichever is appli-
cable,’’ and ‘‘may be approved by the board of direc-
tors’’ for ‘‘the Farm Credit Administration may ap-
prove’’. Former subsec. (c) redesignated (b). 

Subsecs. (d), (e). Pub. L. 100–233, § 805(n)(5), redesig-
nated subsecs. (e) and (f) as (d) and (e), respectively. 
Former subsec. (d) redesignated (c). 

Subsecs. (f), (g). Pub. L. 100–233, § 805(n)(4), (5), redes-
ignated subsec. (g) as (f), substituted ‘‘A bank for co-
operatives’’ for ‘‘For any year that a bank for coopera-
tives is subject to Federal income tax, it’’, and struck 
out ‘‘or (b)’’ after ‘‘subsection (a)’’. Former subsec. (f) 
redesignated (e). 

1985—Subsec. (a). Pub. L. 99–205, § 205(e)(7), struck out 
subsec. (a) which provided for application of savings 
when bank for cooperatives has outstanding stock held 
by the Governor. 

Subsec. (b). Pub. L. 99–205, § 205(e)(8)(A), substituted 
‘‘At the end of each fiscal year, the net’’ for ‘‘Whenever 



Page 1277 TITLE 12—BANKS AND BANKING § 2141 

at the end of any fiscal year a bank for cooperatives 
shall have no outstanding capital stock held by the 
Governor of the Farm Credit Administration, the net’’. 

Subsecs. (c), (d). Pub. L. 99–205, § 205(e)(8)(B), sub-
stituted ‘‘subsection (b) of this section’’ for ‘‘subsection 
(a) or (b) of this section’’. 

1980—Subsec. (b). Pub. L. 96–592, § 308(1), struck out 
provisions relating to 25 per centum requirement for 
net savings. 

Subsec. (c). Pub. L. 96–592, § 308(2), inserted applicabil-
ity to participation certificates and to borrowers to 
whom refunds are payable. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2133. Distribution of assets on liquidation or 
dissolution 

In the case of liquidation or dissolution of any 
bank for cooperatives, after payment or retire-
ment, first, of all liabilities; second, of all cap-
ital stock issued before January 1, 1956, at par, 
and all nonvoting stock at par; and third, all 
voting stock at par; any surplus and reserves ex-
isting on January 1, 1956, shall be paid to the 
holders of stock issued before that date, and vot-
ing stock pro rata; and any remaining allocated 
surplus and reserves shall be distributed to 
those entities to which they are allocated on the 
books of the bank, and any other remaining sur-
plus shall be paid to the holders of outstanding 
voting stock. If it should become necessary to 
use any surplus or reserves to pay any liabilities 
or to retire any capital stock, unallocated re-
serves or surplus, allocated reserves and surplus 
shall be exhausted in accordance with rules pre-
scribed by the Farm Credit Administration. 

(Pub. L. 92–181, title III, § 3.12, Dec. 10, 1971, 85 
Stat. 608; Pub. L. 99–205, title II, § 205(e)(9), Dec. 
23, 1985, 99 Stat. 1705; Pub. L. 100–233, title VIII, 
§ 805(o), Jan. 6, 1988, 101 Stat. 1716.) 

AMENDMENTS 

1988—Pub. L. 100–233 inserted ‘‘the’’ before ‘‘Farm 
Credit Administration’’. 

1985—Pub. L. 99–205 struck out ‘‘, any stock held by 
the Governor of the Farm Credit Administration at 
par’’ before ‘‘, and all nonvoting stock at par’’, and 
struck out ‘‘stock held by the Governor of the Farm 
Credit Administration,’’ before ‘‘and voting stock pro 
rata’’ in first sentence. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

§ 2134. Taxation 

Each bank for cooperatives and its obligations 
are instrumentalities of the United States and 
as such any and all notes, debentures, and other 
obligations issued by such bank shall be exempt, 
both as to principal and interest from all tax-
ation (except surtaxes, estate, inheritance, and 
gift taxes) now or hereafter imposed by the 
United States or any State, territorial, or local 
taxing authority, except that interest on such 
obligations shall be subject to Federal income 
taxation in the hands of the holder. 

(Pub. L. 92–181, title III, § 3.13, Dec. 10, 1971, 85 
Stat. 608; Pub. L. 99–205, title II, § 205(e)(10), Dec. 

23, 1985, 99 Stat. 1705; Pub. L. 100–233, title VIII, 
§ 805(p), Jan. 6, 1988, 101 Stat. 1716.) 

AMENDMENTS 

1988—Pub. L. 100–233 inserted before period at end 
‘‘, except that interest on such obligations shall be sub-
ject to Federal income taxation in the hands of the 
holder’’. 

1985—Pub. L. 99–205 struck out last two sentences re-
lating to exemption of banks for cooperatives and their 
property, franchises, capital, reserves, surplus, other 
funds, and income from Federal and non-Federal tax-
ation except for Federal income taxation of interest on 
obligations of such banks and for Federal and non-Fed-
eral taxation of real and tangible personal property of 
such banks to same extent as similar property is taxed, 
and making such exemption provisions applicable only 
for any year or part thereof in which stock in such 
banks was held by the Governor of the Farm Credit Ad-
ministration. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

PART B—UNITED AND NATIONAL BANKS FOR 
COOPERATIVES 

§ 2141. Charter, powers, and operation 

(a) Charter 

The National Bank for Cooperatives or the 
United Bank for Cooperatives, as the case may 
be (hereinafter in this part referred to as the 
‘‘consolidated bank’’), established under section 
413 of the Agricultural Credit Act of 1987, shall 
be a federally chartered instrumentality of the 
United States and an institution of the Farm 
Credit System. 

(b) Powers 

The consolidated bank and the board of direc-
tors of such bank shall have all of the powers, 
rights, responsibilities, and obligations of the 
district banks for cooperatives and the Central 
Bank for Cooperatives and the boards of direc-
tors of such banks, except as otherwise provided 
for in this chapter. 

(c) Operation 

The consolidated bank shall be organized and 
operated on a cooperative basis. 

(Pub. L. 92–181, title III, § 3.20, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1642; amended Pub. L. 100–399, title IV, § 407(a), 
(b), Aug. 17, 1988, 102 Stat. 1000.) 

REFERENCES IN TEXT 

Section 413 of the Agricultural Credit Act of 1987, re-
ferred to in subsec. (a), is section 413 of Pub. L. 100–233, 
as amended, which is set out as a note under section 
2121 of this title. 

AMENDMENTS 

1988—Subsec. (a). Pub. L. 100–399, § 407(a), struck out 
‘‘in this section’’ after ‘‘referred to’’ and inserted 
‘‘, established under section 413 of the Agricultural 
Credit Act of 1987,’’ before ‘‘shall’’. 

Subsec. (b). Pub. L. 100–399, § 407(b), inserted ‘‘except’’ 
before ‘‘as otherwise’’. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
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was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

§ 2142. Board of directors provisions 

(a) Initial board of directors 

The initial board of directors of a consolidated 
bank shall include the members of the boards of 
directors of the farm credit districts who were 
elected by voting stockholders of the constitu-
ent district banks for cooperatives (as such 
banks existed on January 6, 1988) and who shall 
serve out the terms for which they were elected. 

(b) Permanent board of directors 

(1) Composition 

The permanent board of directors of a con-
solidated bank shall consist of— 

(A) three members, elected by the voting 
stockholders of the consolidated bank, from 
each of the farm credit districts that had 
been served by constituent banks, as such 
districts existed on January 6, 1988, at least 
one of whom, from each such district, shall 
be a farmer; 

(B) one member elected by the voting 
stockholders of each district bank for co-
operatives that is not a constituent of the 
consolidated bank; and 

(C) one member appointed by the members 
chosen under subparagraphs (A) and (B) who 
shall not be a stockholder or borrower of a 
System institution or an officer or director 
of any such stockholder or borrower. 

(2) Nomination and election 

For purposes of nominating and electing 
members of the board of directors under para-
graph (1)(A): 

(A) First member 

The nomination and election of the first 
member from each district shall be carried 
out on the basis provided for in section 
2124(d) of this title. 

(B) Second member 

(i) In general 

The nomination and election of the sec-
ond member from each district shall be 
carried out with each voting stockholder 
of the consolidated bank located in the 
district having one vote, plus a number of 
votes (or fractional part thereof) equal to 
the number of stockholders eligible to vote 
in that district multiplied by the percent-
age (or fractional part thereof) of the total 
equity interest (including allocated, but 
not unallocated, surplus and reserves) in 
the consolidated bank of all such stock-
holders located in that district held by the 
individual voting stockholder— 

(I) at the close of the immediately pre-
ceding fiscal year of the consolidated 
bank; or 

(II) with respect to the first election 
held under this subsection, as of such 
date as the Farm Credit Administration 
shall prescribe. 

(ii) Total number of votes 

The total number of votes for each dis-
trict under this subparagraph shall be the 

number of voting stockholders of the con-
solidated bank located in the district mul-
tiplied by two. 

(C) Third member 

The nomination and election of the third 
member from each district shall be carried 
out in accordance with procedures pre-
scribed in the bylaws of the consolidated 
bank. 

(3) Terms 

(A) In general 

The members of the board of directors of 
the consolidated bank shall serve for a term 
of 3 years. 

(B) Timing of elections 

Procedures for electing members of the 
board of directors of the consolidated bank 
under this subsection shall ensure that the 
beginning of the terms of such members co-
incide with the expiration of the terms of 
members of the interim board of directors of 
the bank under subsection (a) of this section. 

(4) FCA regulations 

The nomination and election of the members 
of the board of directors of the consolidated 
bank under this subsection shall be carried out 
in accordance with regulations issued by the 
Farm Credit Administration. 

(c) Modification of board of directors provisions 

The provisions of subsection (b) of this section 
relating to the board of directors of the consoli-
dated bank, other than the provisions relating 
to the initial composition, nomination, and elec-
tion of the members of the board, may be modi-
fied on an affirmative vote of at least two-thirds 
of the voting stockholders of the bank, with 
each such stockholder to have, for such pur-
poses, only one vote. Any proposals for modify-
ing such provisions shall be submitted for a vote 
by such stockholders in accordance with proce-
dures prescribed by the Farm Credit Adminis-
tration. 

(Pub. L. 92–181, title III, § 3.21, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1642; amended Pub. L. 100–399, title IV, § 407(c), 
(d), Aug. 17, 1988, 102 Stat. 1000.) 

AMENDMENTS 

1988—Subsec. (b)(2)(B)(i)(I). Pub. L. 100–399, § 407(d), 
amended subcl. (I) generally. Prior to amendment, 
subcl. (I) read as follows: ‘‘as of the final date of the fis-
cal year of the consolidated bank; or’’. 

Subsec. (b)(2)(C). Pub. L. 100–399, § 407(c), added sub-
par. (C). 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

§ 2143. Credit delivery office 

On a determination by the board of directors 
of the consolidated bank that the bank’s loan 
portfolio is concentrated in any one district or 
districts (according to the district boundaries in 
effect immediately prior to the effective date of 
the establishment of the bank under section 413 
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of the Agricultural Credit Act of 1987), the bank 
may consider the creation of regional service 
centers to accommodate such loan concentra-
tions. 

(Pub. L. 92–181, title III, § 3.22, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1643; amended Pub. L. 100–399, title IV, § 407(e), 
Aug. 17, 1988, 102 Stat. 1000.) 

REFERENCES IN TEXT 

Section 413 of the Agricultural Credit Act of 1987, re-
ferred to in text, is section 413 of Pub. L. 100–233, as 
amended, which is set out as a note under section 2121 
of this title. 

AMENDMENTS 

1988—Pub. L. 100–399 substituted ‘‘consolidated bank’’ 
for ‘‘United Bank for Cooperatives or the National 
Bank for Cooperatives’’ and ‘‘establishment of the bank 
under section 413 of the Agricultural Credit Act of 1987’’ 
for ‘‘merger’’. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

§ 2144. Consolidation of functions 

Subject to section 2143 of this title, to the 
greatest extent practicable, the functions of the 
consolidated bank shall be consolidated in the 
central office of the bank. 

(Pub. L. 92–181, title III, § 3.23, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1644.) 

§ 2145. Exchange of ownership interests 

On the establishment of the consolidated 
bank, ownership interests of the stockholders 
and subscribers to the guaranty funds of the 
constituent district banks for cooperatives (in-
cluding stock, participation certificates, and al-
located equities) shall be exchanged for like 
ownership interests in the consolidated bank on 
a book value basis. 

(Pub. L. 92–181, title III, § 3.24, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1644.) 

§ 2146. Capitalization 

In accordance with section 2154a of this title, 
each consolidated bank shall provide, through 
bylaws and subject to Farm Credit Administra-
tion regulations, for the capitalization of the 
bank and the manner in which bank stock shall 
be issued, held, transferred, and retired and 
bank earnings distributed. 

(Pub. L. 92–181, title III, § 3.25, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1644; amended Pub. L. 100–399, title IV, § 407(f), 
Aug. 17, 1988, 102 Stat. 1000.) 

AMENDMENTS 

1988—Pub. L. 100–399 amended section generally. Prior 
to amendment, section read as follows: ‘‘The board of 
directors of the consolidated bank shall provide for the 
capitalization of such bank in accordance with the pro-
visions of section 2154a of this title.’’ 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 

was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

§ 2147. Patronage pools 

Under such terms and conditions as may be de-
termined by its board of directors, the consoli-
dated bank may— 

(1) for a period of at least 3 years following 
January 6, 1988, establish separate patronage 
pools consisting of loans to eligible borrowers 
located in each constituent farm credit dis-
trict (as such district existed on January 6, 
1988); and 

(2) allocate revenues, expenses, and net sav-
ings among such pools on an equitable basis. 

(Pub. L. 92–181, title III, § 3.26, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1644.) 

§ 2148. Transactions to accomplish merger 

The receipt of assets or assumption of liabil-
ities by the consolidated bank, the exchange of 
stock, equities, or other ownership interests, 
and any other transaction carried out in accom-
plishing the merger of the banks for coopera-
tives shall not be treated as a taxable event 
under the laws of the United States or of any 
State or political subdivision thereof. The pre-
ceding sentence shall also apply to the receipt of 
assets and liabilities by a cooperative to the ex-
tent that the net amount of the distribution is 
immediately reinvested in stock of a consoli-
dated bank (and in such case the basis of such 
stock shall be appropriately reduced by the 
amount of gain not recognized by reason of this 
sentence). 

(Pub. L. 92–181, title III, § 3.27, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1644; amended Pub. L. 100–399, title IV, § 407(g), 
Aug. 17, 1988, 102 Stat. 1001.) 

AMENDMENTS 

1988—Pub. L. 100–399 substituted ‘‘cooperative’’ for 
‘‘taxable institution’’. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

§ 2149. Lending limits 

The Farm Credit Administration may not es-
tablish lending limits for the consolidated bank 
with respect to any loans or borrowers that are 
more restrictive than the combined lending lim-
its that were previously established by the Farm 
Credit Administration for a district bank for co-
operatives and the Central Bank for Coopera-
tives with respect to such loans or borrowers. 

(Pub. L. 92–181, title III, § 3.28, as added Pub. L. 
100–233, title IV, § 415(2), Jan. 6, 1988, 101 Stat. 
1644.) 

§ 2149a. Reports by merged banks for coopera-
tives 

(a) In general 

When two or more banks for cooperatives 
merge, the resulting bank shall, not later than 
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December 31 of each year of the succeeding 5 
years following the date of the merger, file an 
annual report with the Farm Credit Administra-
tion that— 

(1) analyzes the effect of the merger; 
(2) includes a breakdown of loans outstand-

ing according to the size of the cooperative 
stockholders of the bank; and 

(3) describes the adequacy of credit and 
other assistance services provided to smaller 
cooperatives. 

(b) Availability 

A copy of the report required in subsection (a) 
of this section shall be made available to the 
Committee on Agriculture of the House of Rep-
resentatives and the Committee on Agriculture, 
Nutrition, and Forestry of the Senate. 

(Pub. L. 92–181, title III, § 3.29, formerly title VII, 
§ 7.5, as added Pub. L. 100–233, title IV, § 416, Jan. 
6, 1988, 101 Stat. 1646; renumbered § 3.29, Pub. L. 
100–399, title IV, § 408(e), Aug. 17, 1988, 102 Stat. 
1001.) 

CODIFICATION 

Section was classified to section 2279a–5 of this title 
prior to renumbering by Pub. L. 100–399. 

SUBCHAPTER IV—PROVISIONS APPLICA-
BLE TO TWO OR MORE CLASSES OF IN-
STITUTIONS OF THE SYSTEM 

PART A—FUNDING 

§ 2151. Revolving fund 

The revolving fund established by this section 
(in effect immediately before January 6, 1988) 
shall be available to the Farm Credit Adminis-
tration and the Assistance Board during the pe-
riods, and for the purposes, provided for in sec-
tions 2278a–13 and 2278a–7 of this title, respec-
tively. 

(Pub. L. 92–181, title IV, § 4.0, Dec. 10, 1971, 85 
Stat. 609; Pub. L. 99–205, title I, § 101(1), Dec. 23, 
1985, 99 Stat. 1678; Pub. L. 100–233, title II, § 202, 
Jan. 6, 1988, 101 Stat. 1605; Pub. L. 100–399, title 
II, § 202, Aug. 17, 1988, 102 Stat. 992.) 

REFERENCES IN TEXT 

For explanation of the revolving fund established by 
this section (in effect immediately before January 6, 
1988), referred to in text, see Revolving Funds note 
below. 

AMENDMENTS 

1988—Pub. L. 100–399 amended section generally. Prior 
to amendment, section read as follows: 

‘‘(a) REVOLVING FUND.—The revolving fund estab-
lished by this section (in effect immediately before 
January 6, 1988) shall be available to the Farm Credit 
Administration during the period, and for the purposes 
provided for, in sections 2278a–7(b) and 2278a–13 of this 
title. 

‘‘(b) FARM CREDIT INSURANCE FUND.—On the date the 
first premium is due and payable under section 
2277a–5(c) of this title, any funds remaining in the re-
volving fund shall be transferred to the Farm Credit In-
surance Fund in accordance with the terms and condi-
tions established by the Farm Credit Administration.’’ 

Pub. L. 100–233 amended section generally. Prior to 
amendment, section read as follows: ‘‘The revolving 
fund established by Public Law 87–343, 75 Stat. 758, as 
amended, and the revolving fund established by Public 

Law 87–494, 76 Stat. 109, as amended, and continued by 
Public Law 96–592, shall be merged and shall be avail-
able to the Farm Credit Administration for the pur-
chase, on behalf of the United States, of capital stock 
of the Capital Corporation. The Farm Credit Adminis-
tration may make such purchases of stock as the Farm 
Credit Administration determines, in its discretion, are 
necessary to achieve the purposes of this chapter.’’ 

1985—Pub. L. 99–205 substituted provisions relating to 
revolving funds and investments for provisions respect-
ing stock purchased by the Governor for the Farm 
Credit Administration, retirement, and franchise tax. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–399 effective as if enacted 
immediately after enactment of Pub. L. 100–233, which 
was approved Jan. 6, 1988, see section 1001(a) of Pub. L. 
100–399, set out as a note under section 2002 of this title. 

EFFECTIVE DATE OF 1985 AMENDMENT 

Amendment by Pub. L. 99–205 effective thirty days 
after Dec. 23, 1985, see section 401 of Pub. L. 99–205, set 
out as a note under section 2001 of this title. 

REVOLVING FUNDS 

The revolving fund established by this section (in ef-
fect immediately before January 6, 1988), referred to in 
text, means the revolving fund created by former provi-
sions of this section, which merged the revolving fund 
established by Public Law 87–343, 75 Stat. 758, as 
amended (described below as ‘‘first fund’’), with the re-
volving fund established by Public Law 87–494, 76 Stat. 
109, as amended (described below as ‘‘second fund’’), 
which was regarded as continued by Pub. L. 96–592. 

At the time of enactment of former section 2152 of 
this title (see second par. of note under former section 
2152 of this title) by Pub. L. 92–181 funds for temporary 
investment by the Governor of the Farm Credit Admin-
istration in the farm credit system were available from 
two revolving funds. 

The first fund, providing moneys for investment in 
production credit associations and intermediate credit 
banks, was covered by former section 1131i of this title. 
Such fund was itself the result of an earlier merger of 
two revolving funds, the first having been created by 
the Farm Credit Act of 1933 and the second having been 
created by the Federal Farm Mortgage Corporation Act 
of 1934. These two were combined into a single fund 
pursuant to Pub. L. 87–343, § 2(1), Oct. 3, 1961, 75 Stat. 
758. Each of the statutory steps in the establishment of 
such fund was cast in the form of an amendment to the 
Farm Credit Act of 1933. Since such Farm Credit Act of 
1933 has been repealed by section 5.26 of Pub. L. 92–181, 
section 1131i of this title is carried as repealed. Not-
withstanding such apparent repeal, statements of Con-
gressional intent indicate an intention to retain the 
fund using as its statutory base the law (Pub. L. 87–343) 
which had effected the consolidation in 1961. 

The second fund, providing moneys for investment in 
banks for cooperatives, is covered by section 1141d of 
this title. Although the basic authority for such fund 
would be the Agricultural Marketing Act of 1929, a 
more updated authority for such fund is the Agricul-
tural Marketing Act Amendment of 1962, Pub. L. 87–494, 
June 25, 1962, 76 Stat. 109, under which the fund was re-
duced to $150,000,000 and the amount in such fund in ex-
cess of such figure was returned to the Treasury as mis-
cellaneous receipts. 

Pub. L. 96–592, referred to above as continuing the re-
volving fund established by Pub. L. 87–494, is the Farm 
Credit Act Amendment of 1980, Pub. L. 96–592, Dec. 24, 
1980, 94 Stat. 3437. For complete classification of this 
Act to the Code, see Short Title of 1980 Amendment 
note set out under section 2001 of this title and Tables. 

§ 2152. Repealed. Pub. L. 100–233, title II, 
§ 207(a)(1), Jan. 6, 1988, 101 Stat. 1607 

Section, Pub. L. 92–181, title IV, § 4.1, as added Pub. L. 
99–205, title I, § 104, Dec. 23, 1985, 99 Stat. 1687, contained 
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