
180

12 CFR Ch. VI (1–1–04 Edition)§ 615.5260 

and conditions, the description shall 
disclose: 

(i) That the equity is an at-risk in-
vestment and not a compensating bal-
ance; 

(ii) That the equity is retirable only 
at the discretion of the board of direc-
tors and only if minimum permanent 
capital standards established under 
subpart H of this part are met; 

(iii) Whether the institution pres-
ently meets its minimum permanent 
capital standards; and 

(iv) Whether the institution knows of 
any reason the institution may not 
meet its permanent capital standard on 
the next earnings distribution date. 

(b) Notwithstanding the provisions of 
paragraph (a) of this section, no mate-
rials previously provided to a pur-
chaser need be provided again unless 
the purchaser requests, except the dis-
closure required by paragraph (a)(4) of 
this section. 

(c) Other equities. (1) No stock or 
participation certificates other than 
those required to be purchased as a 
condition of obtaining a loan may be 
offered for sale except pursuant to a 
disclosure statement containing all of 
the information required by 12 CFR 
part 620 in the annual report to share-
holders as of a date within 135 days of 
the proposed sale, which disclosure 
statement must have been reviewed 
and cleared by the Farm Credit Admin-
istration. The most recent annual re-
port to shareholders and the most re-
cent quarterly report filed with the 
Farm Credit Administration may be in-
corporated by reference into the disclo-
sure statement in satisfaction of this 
requirement. In addition, the disclo-
sure statement shall include items in 
(3) and (4) of paragraph (a) of this sec-
tion and a discussion of the intended 
use of the sale proceeds. No materials 
previously provided to the purchaser 
need be provided again unless the pur-
chaser requests it, except the disclo-
sure required by paragraph (a)(4) of 
this section and a discussion of the use 
of sale proceeds. 

(2) At least 45 days prior to the pro-
posed sale of such equities, the institu-
tion shall submit the disclosure state-
ment required by paragraph (c)(1) of 
this section to the Farm Credit Admin-
istration for review and clearance. 

(3) Within 30 days of the receipt of 
such disclosure statement and any 
clarifying information the Farm Credit 
Administration may request, the Farm 
Credit Administration shall inform the 
institution whether the Farm Credit 
Administration will consider the 
issuance permanent capital for the pur-
pose of meeting the minimum perma-
nent capital standards established 
under subpart H and shall inform the 
institution of any required changes or 
additions to the disclosure materials. 

(4) No officer, director, employee, or 
agent of a System institution shall 
make any disclosure, through the dis-
closure statement or otherwise, in con-
nection with the sale of equities that is 
inaccurate or misleading, or omit to 
make any statement needed to make 
other disclosures made by such person 
not misleading. 

(5) For a class of stock, the FCA may 
waive any or all of the disclosure re-
quirements of paragraph (c)(1) of this 
section when each investor acquires at 
least $100,000 of the stock if the sophis-
tication of the purchaser warrants, 
provided that subsequent transfers of 
the stock in amounts of less than 
$100,000 must receive the prior written 
approval of the FCA. 

(d) The requirements of this section 
shall not apply to the sale of Farm 
Credit System institution equities to 
other Farm Credit System institutions, 
other financing institutions, or non-
Farm Credit System lenders. 

[53 FR 40046, Oct. 13, 1988, as amended at 56 
FR 2675, Jan. 24, 1991; 61 FR 67187, Dec. 20, 
1996; 62 FR 4447, Jan. 30, 1997; 66 FR 16844, 
Mar. 28, 2001; 68 FR 18534, Apr. 16, 2003]

Subpart J—Retirement of Equities
§ 615.5260 Retirement of eligible bor-

rower stock. 
(a) Definitions. For the purposes of 

this subpart the following definitions 
shall apply: 

(1) Eligible borrowers stock means: 
(i) Stock, participation certificates 

or allocated equities outstanding on 
January 6, 1988, or purchased as a con-
dition of obtaining a loan prior to the 
earlier of the date of shareholder ap-
proval of capitalization bylaws under 
section 4.3A of the Act or October 6, 
1988; and 
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(ii) Any stock, participation certifi-
cates or allocated equities for which 
such eligible borrower stock is ex-
changed in connection with a merger, 
consolidation, or other reorganization 
or a transfer of territory. Eligible bor-
rower stock does not include equities for 
which eligible borrower stock is re-
quired to be exchanged pursuant to the 
bylaws adopted under section 4.3A or 
equities for which eligible borrower 
stock is voluntarily exchanged except 
in connection with a merger, consolida-
tion or other reorganization or a trans-
fer of territory. 

(2) Retirement in the ordinary course of 
business means: 

(i) Retirement upon repayment of a 
loan or under a retirement or 
revolvement plan in effect prior to 
January 6, 1988, and for eligible bor-
rower stock issued after that date, at 
the time the loan was made; or 

(ii) Retirement pursuant to §§ 615.5280 
and 615.5290. 

(3) Par value means: 
(i) In the case of stock, par value; 
(ii) In the case of participation cer-

tificates and other equities, face or 
equivalent value; or 

(iii) In the case of participation cer-
tificates and allocated surplus subject 
to retirement under a revolving cycle 
and retired out or order pursuant to 
§§ 615.5280 and 615.5290 or otherwise 
under the Act, par or face value dis-
counted at a rate determined by the in-
stitution to reflect the present value of 
the equity as of the date of such retire-
ment. 

(b) When an institution retires eligi-
ble borrower stock in the ordinary 
course of business, such equities shall 
be retired at par, even if book value is 
less than par. 

(c) When a Farm Credit Bank retires 
stock for the sole purpose of enabling 
an association to retire eligible bor-
rower stock that was issued in connec-
tion with a long term real estate loan, 
such stock shall be retired at par even 
if its book value is less than par. 

[53 FR 40048, Oct. 13, 1988; 54 FR 7029, Feb. 16, 
1989, as amended at 62 FR 4447, Jan. 30, 1997; 
63 FR 39228, July 22, 1998]

§ 615.5270 Retirement of other equi-
ties. 

(a) Equities other than eligible bor-
rower stock shall be retired at not 
more than their book value. 

(b) No equities shall be retired, ex-
cept pursuant to §§ 615.5280 and 615.5290, 
or term stock at its stated maturity 
unless after the retirement the institu-
tion would continue to meet the min-
imum permanent capital standards es-
tablished under subpart H of this part. 

[53 FR 40048, Oct. 13, 1988; 54 FR 7029, Feb. 16, 
1989, as amended at 62 FR 4447, Jan. 30, 1997]

§ 615.5280 Retirement in event of de-
fault. 

(a) When the debt of a holder of eligi-
ble borrower stock issued by a produc-
tion credit association, Federal land 
bank association, Federal land credit 
association or agricultural credit asso-
ciation is in default, such institution 
may, but shall not be required to, re-
tire at par eligible borrower stock 
owned by such borrower on which the 
institution has a lien, in total or par-
tial liquidation of the debt. 

(b) When the debt of a holder of 
stock, participation certificates or 
other equities issued by a production 
credit association, Federal land bank 
association, Federal land credit asso-
ciation or agricultural credit associa-
tion is in default, such institution 
may, but shall not be required to, re-
tire at book value not to exceed par all 
or part of such equities, other than eli-
gible borrower stock as defined in 
§ 615.5260(a)(1), owned by such borrower 
on which the institution has a lien, in 
total or partial liquidation of the debt. 

(c) When the debt of a holder of equi-
ties or guaranty fund certificates 
issued by a bank for cooperatives or ag-
ricultural credit bank is in default the 
bank may, but shall not be required to, 
retire all or part of such equities qual-
ify or guaranty fund investments 
owned by the borrower on which the 
bank has a lien, in total or partial liq-
uidation of the debt. If such invest-
ments qualify as eligible borrower 
stock, it shall be retired at par, as de-
fined in § 615.5260(a)(3). All other invest-
ments shall be retired at a rate deter-
mined by the institution to reflect its 
present value on the date of retire-
ment. 
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