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in district where it determines that
such transfer:

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

(2) Is necessary to provide financial
support to one or more other like asso-
ciations in the district based on appli-
cation of the criteria set forth in para-
graph (b)(2) or (b)(4) of this section to
the associations, provided that in ap-
plying paragraph (b)(4)(ii) of this sec-
tion the ratio of outstanding indebted-
ness to capital and surplus of the re-
ceiving association(s) shall not exceed
9to1l;or

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

(d) A direction by the FCA for a
transfer of funds or equities pursuant
to this section shall be signed by the
Chairman and shall establish the
amount, timing, duration, repayment,
and other terms of assessments nec-
essary to accomplish such transfer,
taking into consideration the financial
condition of each institution to be as-
sessed. Where the FCA directs a trans-
fer of funds or equities between asso-
ciations under paragraph (c) (1) or (2) of
this section, it may authorize the dis-
trict bank in which such associations
are stockholders to accomplish the
necessary assessments through debits
and credits to the accounts of the
bank.

[60 FR 36986, Sept. 11, 1985. Redesignated at
51 FR 8666, Mar. 13, 1986, as amended at 51 FR
41945, Nov. 20, 1986; 58 FR 48790, Sept. 20, 1993;
59 FR 21643, Apr. 26, 1994]

Subpart I—Service Organizations

SOURCE: 66 FR 16843, Mar. 28, 2001, unless
otherwise noted.

§611.1135 Incorporation of service cor-
porations.

(a) What is the process for chartering a

service corporation? A Farm Credit bank

or association (you or your) may orga-
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nize a corporation acting alone or with
other Farm Credit banks or associa-
tions to perform, for you or on your be-
half, any function or service that you
are authorized to perform under the
Act and Farm Credit Administration
(we, us, or our) regulations, with two
exceptions. Those exceptions are that
your corporation may not extend cred-
it or provide insurance services. To or-
ganize a service corporation, you must
submit an application to us following
the applicable requirements of para-
graph (c) of this section. If what you
propose in your application meets the
requirements of the Act, our regula-
tions, and any other conditions we may
impose, we may issue a charter for
your service corporation making it a
federally chartered instrumentality of
the United States. Your service cor-
poration will be subject to examina-
tion, supervision, and regulation by us.

(b) Who may own equities in your serv-
ice corporation? All Farm Credit banks
and associations are eligible to become
stockholders in your service corpora-
tion. Your service corporation may
also issue non-voting and voting stock
to persons that are not Farm Credit in-
stitutions, provided that at least 80
percent of the voting stock is at all
times held by Farm Credit institutions.
For the purposes of this subpart, we de-
fine persons as individuals or legal en-
tities organized under the laws of the
United States or any state or territory
thereof.

(c) What must be included in your ap-
plication to form a service corporation?
Your application for a corporate char-
ter must include:

(1) The certified resolution of the
board of each organizing bank or asso-
ciation authorizing the incorporation;

(2) A request signed by the presi-
dent(s) of the organizing bank(s) or as-
sociation(s) to us to issue a charter,
supported by a detailed statement dem-
onstrating the need and the justifica-
tion for the proposed entity; and

(3) The proposed articles of incorpo-
ration addressing, at a minimum, the
following:

(i) The name of your corporation;

(ii) The city and state where the
principal offices of your corporation
are to be located;
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(iii) The general purposes for the for-
mation of your corporation;

(iv) The general powers of your cor-
poration;

(v) The procedures for a Farm Credit
bank or association or persons that are
not Farm Credit institutions to become
a stockholder;

(vi) The procedures to adopt and
amend your corporation’s bylaws;

(vii) The title, par value, voting and
other rights, and authorized amount of
each class of stock that your corpora-
tion will issue and the procedures to
retire each class;

(viii) The notice and quorum require-
ment for a meeting of shareholders,
and the vote required for shareholder
action on various matters;

(ix) The procedures and shareholder
voting requirements for the merger,
voluntary liquidation, or dissolution of
your corporation or the distribution of
corporate assets;

(x) The standards and procedures for
the application and distribution of
your corporation’s earnings; and

(xi) The length of time your corpora-
tion will exist.

(4) The proposed bylaws, which must
include the provisions required by
§615.5220(b) of this chapter;

(56) A statement of the proposed
amounts and sources of capitalization
and operating funds;

(6) Any agreements between the orga-
nizing banks and associations relating
to the organization or the operation of
the corporation; and

(7) Any other supporting documenta-
tion that we may request.

(d) What will we do with your applica-
tion? If we approve your completed ap-
plication, we will issue a charter for
your service corporation as a corporate
body and a federally chartered instru-
mentality. We may condition the
issuance of a charter, including impos-
ing minimum capital requirements, as
we deem appropriate. For good cause,
we may deny your application.

(e) Omce your service corporation is
formed, how are its articles of incorpora-
tion amended? Your service corpora-
tion’s articles of incorporation may be
amended in either of two ways:

(1) The board of directors of the cor-
poration may request that we amend
the articles of incorporation by sending
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us a certified resolution of the board of
directors of the service corporation
that states the:

(i) Section(s) to be amended;

(ii) Reason(s) for the amendment;

(iii) Language of the articles of in-
corporation provision, as amended; and

(iv) Requisite shareholder approval
has been obtained. The request will be
subject to our approval as stated in
paragraphs (a) and (c) of this section.

(2) We may at any time make any
changes in the articles of incorporation
of your service corporation that are
necessary and appropriate for the ac-
complishment of the purposes of the
Act.

(f) When your service corporation issues
equities, what are the disclosure require-
ments? Your service corporation must
provide the disclosures described in
§615.5255 of this chapter.

[66 FR 16843, Mar. 28, 2001, as amended at 70
FR 53907, Sept. 13, 2005]

§611.1136 Regulation and examination
of service organizations.

(a) What regulations apply to a service
organization? Because a service organi-
zation is formed by banks and associa-
tions, it is subject to applicable Farm
Credit Administration (we, our) regula-
tions.

(b) Who examines a service organiza-
tion? We examine service organizations.

(c) What types of service organizations
are subject to our regulations and exam-
ination? All incorporated service cor-
porations and unincorporated service
organizations formed by banks and as-
sociations are subject to our regula-
tions and examination.

§611.1137 Title VIII service corpora-
tions.

(a) What is a title VIII service corpora-
tion? A title VIII service corporation is
a service corporation organized for the
purpose of exercising the authorities
granted under title VIII of the Act to
act as an agricultural mortgage mar-
keting facility.

(b) How do I form a title VIII service
corporation? A title VIII service cor-
poration is formed and subject to the
same requirements as a service cor-
poration formed under §611.1135, with



