Farm Credit Administration

will provide ongoing information to the
Funding Corporation to enable it to
fulfill its funding and disclosure duties.
The Funding Corporation may, at its
option, be a party to the agreement to
the extent necessary to fulfill its du-
ties with respect to financing and dis-
closure.

(2) If you and the other Farm Credit
banks are unable to reach agreement
within 90 days before the proposed ter-
mination date, we will specify the man-
ner in which you will make adequate
provision for the payment of the liabil-
ities in question and how we will make
joint and several calls for those obliga-
tions outstanding on the termination
date.

(3) Notwithstanding any other provi-
sion in these regulations, the successor
institution will be jointly and severally
liable for consolidated and Systemwide
debt outstanding on the termination
date (other than the obligations on
which you are primarily liable). The
successor institution will also be liable
for interest on other banks’ individual
obligations as described in section
4.4(a)(1) of the Act and outstanding on
the termination date. The termination
application must include evidence that
the successor institution will continue
to be liable for consolidated and Sys-
temwide debt and for interest on other
banks’ individual obligations.

(d) Payment to the FAC. (1) Before ter-
mination, you must pay to the FAC the
amounts required by section
6.9(e)(3)(C)(ii) of the Act and by sub-
paragraphs (c)(5)(E)(1) and (d)(1)(C)(iv)
of section 6.26 of the Act. To make the
calculations for section 6.26, you must
include your retail loan volume, the re-
tail loan volume of the associations
that are terminating with you, and the
retail loan volume of the affiliated as-
sociations that continue their direct
lending relationships with the suc-
cessor institution, but you must not in-
clude the retail loan volume of associa-
tions that reaffiliate with another
bank and transfer or repay their direct
loan on or before termination.

(2) The FAC must make the present
value estimations, subject to our ap-
proval, based on an appropriate dis-
count rate. The appropriate discount
rate is the non-interest-bearing U.S.
Treasury security rate for securities
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with a maturity as near as possible to
the period remaining until your obliga-
tions under this paragraph would be
due (but before the due date).

(3) If your bank or your predecessor
bank has redeemed early any preferred
stock issued to the FAC, we may re-
quire you to confirm in writing that
your successor institution will assume
responsibility for any and all of your
contingent liabilities under any FAC-
preferred stock redemption agreement
and indemnification agreement.

§611.1275 Retirement of equities held
by other System institutions.

(a) Retirement at option of equity hold-
er. If your institution is a terminating
institution, System institutions that
own your equities have the right to re-
quire you to retire the equities on the
termination date.

(b) Value of equity holders’ interests.
You must retire the equities in accord-
ance with the liquidation provisions in
your bylaws unless we determine that
the liquidation provisions would result
in an inequitable distribution to stock-
holders. If we make such a determina-
tion, we will require you to distribute
the equity in accordance with another
method that we deem equitable to
stockholders. Before you retire any eq-
uity, you must make the following ad-
justments to the amount of stock-
holder equity as stated in the financial
statements on the termination date:

(1) Make deductions for any FAC ob-
ligations and taxes due to the termi-
nation that you have not yet recorded;

(2) Deduct the amount of the exit fee;
and

(3) Make any adjustments described
under §611.1250(c) that we may require
as we deem appropriate.

(c) Transfer of affiliated association’s
investment. As an alternative to equity
retirement, an affiliated association
that reaffiliates with another Farm
Credit bank instead of terminating
with its bank has the right to require
the terminating bank to transfer its in-
vestment to its new affiliated bank
when it reaffiliates. If your institution
is a terminating bank, at the time of
reaffiliation you must transfer the pur-
chased and allocated equities held by
the association, as well as its share of
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unallocated surplus, to the new affili-
ated bank. Calculate the association’s
share before deduction of the exit fee
as of the month end preceding the re-
affiliation date (or the termination
date if it is the same as the reaffilia-
tion date) in accordance with the lig-
uidation provisions of your bylaws, un-
less we determine that the liquidation
provisions would result in an inequi-
table distribution. If we make such a
determination, we will require you to
distribute the association’s share of
your unallocated surplus in accordance
with another method that we deem eq-
uitable to stockholders. Before you dis-
tribute any unallocated surplus, you
must make the following adjustments
to stockholder equity as stated in the
financial statements as of the month
end preceding the reaffiliation date (or
the termination date if it is the same
as the reaffiliation date):

(1) Add back any deductions of FAC
obligations due to the termination,
taxes due to the termination, and the
exit fee; and

(2) Make any adjustments described
under §611.1250(c) that we may require
as we deem appropriate.

(d) Prohibition on certain affiliations.
No Farm Credit institution may retain
an equity interest otherwise prohibited
by law in a successor institution.

§611.1280 Dissenting
rights.

(a) Definition. A dissenting stock-
holder is an equity holder (other than a
System institution) in a terminating
institution on the termination date
who either:

(1) Was eligible to vote on the termi-
nation resolution and voted against
termination;

(2) Was an equity holder on the vot-
ing record date but was not eligible to
vote; or

(3) Became an equity holder after the
voting record date.

(b) Retirement at option of a dissenting
stockholder. A dissenting stockholder
may require a terminating institution
to retire the stockholder’s equity in-
terest in the terminating institution.

(¢c) Value of a dissenting stockholder’s
interest. You must pay a dissenting
stockholder according to the liquida-
tion provision in your bylaws, except

stockholders’
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that you must pay at least par or face
value for eligible borrower stock (as
defined in section 4.9A(d)(2) of the Act).
If we determine that the liquidation
provision is inequitable to stock-
holders, we will require you to cal-
culate their share in accordance with
another formula that we deem equi-
table.

(d) Calculation of interest of a dis-
senting stockholder. Before you retire
any equity, you must make the fol-
lowing adjustments to the amount of
stockholder equity as stated in the fi-
nancial statements on the termination
date:

(1) Deduct any FAC obligations and
taxes due to the termination that you
have not yet recorded;

(2) Deduct the amount of the exit fee;
and

(3) Make any adjustments described
under §611.1250(c) that we may require
as we deem appropriate.

(e) Form of payment to a dissenting
stockholder. You must pay a dissenting
stockholder for his equities as follows:

(1) Pay cash for the par or face value
of purchased stock, less any impair-
ment;

(2) For equities other than purchased
equities, you may:

(i) Pay cash;

(ii) Cause or otherwise provide for
the successor institution to issue, on
the date of termination, subordinated
debt to the stockholder with a face
value equal to the value of the remain-
ing equities. This subordinated debt
must have a maturity date of 7 years
or less, must have priority in liquida-
tion ahead of all equity, and must
carry a rate of interest not less than
the rate (at the time of termination)
for debt of comparable maturity issued
by the U.S. Treasury plus 1 percent; or

(iii) Provide for a combination of
cash and subordinated debt as de-
scribed above.

(f) Payment to holders of special class of
stock. If you have adopted bylaws under
§611.1210(f), you must pay a dissenting
stockholder who owns shares of the
special class of stock an amount equal
to the lower of the par (or face) value
or the value of such stock as deter-
mined under §611.1280(c) and (d).

(g) Notice to equity holders. The notice

to equity holders required in



