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of equities entitled to your residual as-
sets in liquidation that retirement be-
fore termination would extinguish 
their right to dissent from the termi-
nation and have their equities retired. 

(e) Terminating bank’s right to continue 
issuing debt. Through the termination 
date, a terminating bank may continue 
to participate in the issuance of con-
solidated and Systemwide obligations 
to the same extent it would be able to 
participate if it were not terminating. 

(f) Special class of stock. Notwith-
standing any requirements to the con-
trary in § 615.5230(b) of this chapter, 
you may adopt bylaws providing for 
the issuance of a special class of stock 
and participation certificates between 
the date of adoption of a commence-
ment resolution and the termination 
date. Your stockholders must approve 
the special class before you adopt the 
commencement resolution. The equi-
ties must comply with section 4.3A of 
the Act and be identical in all respects 
to existing classes of equities that are 
entitled to the residual assets of the in-
stitution in a liquidation, except for 
the value a holder will receive in a ter-
mination. In a termination, the holder 
of the special class of stock receives 
value equal to the lower of either par 
(or face) value, or the value calculated 
under § 611.1280(c) and (d). A holder 
must have the same right to vote (if 
the equity is held on the voting record 
date) and to dissent as holders of simi-
lar equities issued before the com-
mencement resolution. If the termi-
nation does not occur, the special 
classes of stock and participation cer-
tificates must automatically convert 
into shares of the otherwise identical 
equities. 

§ 611.1215 Prohibited acts. 
(a) Statements about termination. Nei-

ther the institution nor any director, 
officer, employee, or agent may make 
any untrue or misleading statement of 
a material fact, or fail to disclose any 
material fact, about the termination to 
a current or prospective equity holder. 

(b) Representations regarding FCA ap-
proval. Neither the institution nor any 
director, officer, employee, or agent 
may make an oral or written represen-
tation to anyone that a preliminary or 
final approval of the termination by us 

is, directly or indirectly, either a rec-
ommendation on the merits of the pro-
posal or an assurance that the informa-
tion you give to your equity holders is 
adequate or accurate. 

§ 611.1220 Filing of termination appli-
cation. 

(a) Adoption of termination resolution. 
Your board must adopt a termination 
resolution authorizing the application 
for termination and for a new charter. 

(b) Contents of termination application. 
Send us an original and five copies of 
the termination application for review 
and preliminary approval. If you send 
us the application in electronic form, 
you must send us at least one hard 
copy application with original signa-
tures. The application must contain: 

(1) A certified copy of the termi-
nation resolution; 

(2) A copy of the plan of termination 
required under § 611.1222; 

(3) An information statement that 
complies with § 611.1223; 

(4) All other information that you 
give to current or prospective equity 
holders in connection with the termi-
nation; and 

(5) Any additional information that 
either we request or your board of di-
rectors wishes to submit in support of 
the application. 

(c) Requirement to update application. 
You must immediately send us any ma-
terial changes to information in the 
plan of termination, including finan-
cial information, that occur between 
the date you file the application and 
the termination date. In addition, send 
us copies of any additional written in-
formation on the termination that you 
give to current or prospective equity 
holders before termination. 

§ 611.1221 Filing of termination appli-
cation—timing. 

If we receive the termination appli-
cation required in § 611.1220 less than 30 
days after receiving the advance no-
tice, we may in our discretion dis-
approve the application. 

§ 611.1222 Plan of termination—con-
tents. 

The plan of termination must in-
clude: 
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(a) Copies of all contracts, agree-
ments, and other documents on the 
proposed termination and organization 
of the successor institution. 

(b) A statement of how you will 
transfer assets to, and have your liabil-
ities assumed by, the successor institu-
tion. 

(c) Your plan to retire outstanding 
equities or convert them to equities of 
the successor institution. 

(d) A copy of the charter application 
for the successor institution, with any 
exhibits or other supporting informa-
tion. 

(e) A statement, if applicable, wheth-
er the successor institution will con-
tinue to borrow from a Farm Credit 
bank and how such a relationship will 
affect your provision for payment of 
debts. The plan of termination must in-
clude evidence of any agreement and 
plan for satisfaction of outstanding 
debts (including amounts you owe to 
the FAC because of the termination). 

§ 611.1223 Information statement—con-
tents. 

(a) Plain language requirements. (1) 
Present the contents of the informa-
tion statement in a clear, concise, and 
understandable manner. 

(2) Use short, explanatory sentences, 
bullet lists or charts where helpful, and 
descriptive headings and subheadings. 

(3) Minimize the use of glossaries or 
defined terms. 

(4) Write in the active voice when 
possible. 

(5) Avoid legal and highly technical 
business terminology. 

(b) Disclaimer. Place the following 
statement in boldface type in the ma-
terial sent to equity holders, either on 
the notice of meeting or the first page 
of the information statement: 

The Farm Credit Administration has not deter-
mined if this information is accurate or com-
plete. You should not rely on any statement to 
the contrary. 

(c) Summary. The first part of the in-
formation statement must be a sum-
mary that concisely explains: 

(1) Which stockholders have a right 
to vote on termination; 

(2) The material changes the termi-
nation will cause to the rights of 
stockholders, borrowers, and other eq-
uity holders; 

(3) The effect of those changes; 
(4) The potential benefits and dis-

advantages of the termination; 
(5) The right of certain stockholders 

to dissent and receive payment for 
their existing equities; and 

(6) The proposed termination date. 
(d) Remaining requirements. The rest 

of the information statement must 
contain the following: 

(1) Plan of termination. Describe the 
plan of termination. 

(2) Benefits and disadvantages. Provide 
the following information: 

(i) An enumerated statement of the 
anticipated benefits and potential dis-
advantages of the termination; 

(ii) An explanation of the prelimi-
nary exit fee estimate, with any ad-
justments we require, and estimated 
expenses of termination and organiza-
tion of the successor institution; and 

(iii) An explanation of the board’s 
basis for recommending the termi-
nation. 

(3) Initial board of directors. List the 
initial board of directors and senior of-
ficers for the successor institution, 
with a brief description of the business 
experience of each person, including 
principal occupation and employment 
during the past 5 years. 

(4) Bylaws and charter. Summarize 
the provisions of the bylaws and char-
ter of the successor institution that 
differ materially from your bylaws and 
charter. The summary must state: 

(i) Whether the successor institution 
will require a borrower to hold an eq-
uity interest as a condition for having 
a loan; and 

(ii) Whether the successor institution 
will require stockholders to do business 
with the institution. 

(5) Changes to equity. Explain any 
changes in the nature of equity invest-
ments in the successor institution, 
such as changes in dividends, patron-
age, voting rights, preferences, retire-
ment of equities, and liquidation pri-
ority. If equities protected under sec-
tion 4.9A of the Act are outstanding, 
the information statement must state 
that the Act’s protections will be ex-
tinguished on termination. 

(6) Effect of termination on statutory 
and regulatory rights. Explain the effect 
of termination on rights granted by the 

VerDate Aug<31>2005 09:49 Jan 25, 2006 Jkt 208040 PO 00000 Frm 00084 Fmt 8010 Sfmt 8010 Y:\SGML\208040.XXX 208040


