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(1) That the Corporation has received
a valid claim certification from the
creditor agency;

(2) The date on which salary offset
will begin;

(3) The amount of the debt; and

(4) The amount of such deductions.

(b) If, after the creditor agency has
submitted the claim certification to
the Corporation, the employee trans-
fers to a different agency before the
debt is collected in full, the Corpora-
tion must certify the total amount col-
lected on the debt. The Corporation
shall send a copy of this certification
to the creditor agency and a copy to
the employee. If the Corporation is
aware that the employee is entitled to
payments from the Civil Service Re-
tirement Fund and Disability Fund, or
other similar payments, it shall pro-
vide written notification to the agency
responsible for making such payments
that the debtor owes a debt (including
the amount).

§1408.43 Nonwaiver of rights by pay-
ments.

An employee’s involuntary payment
of all or any portion of a debt being
collected under this subpart shall not
be construed as a waiver of any rights
the employee may have under 5 U.S.C.
5514 or any other provisions of a writ-
ten contract or law unless there are
statutory or contractual provisions to
the contrary.

PART 1410—PREMIUMS

Sec.

1410.1 Purpose and scope.

1410.2 Definitions.

1410.3 Calculation and reporting of pre-
miums due.

1410.4 Payment of premiums.

1410.5 Delinquent premium payments and
premium overpayments.

1410.6 Certified statements.

1410.7 Documentation.

AUTHORITY: 12 U.S.C. 2277a-5; 12 U.S.C.
2277a—1.

SOURCE: 56 FR 3201, Jan. 29, 1991, unless
otherwise noted.

§1410.1 Purpose and scope.

This part sets forth the rules for:

(a) The calculation of premiums;

(b) The time for payment of the pre-
mium required by sections 5.55 and 5.56

§1410.2

of the Farm Credit Act of 1971, as
amended;

(c) Interest charges on delinquent
payments;

(d) The form and content of certified
statements; and,

(e) Documentation supporting cer-
tified statements.

§1410.2 Definitions.

(a) Act means the Farm Credit Act of
1971, as amended.

(b) Average principal outstanding
means:

(1) For calendar year 1989, the aver-
age annual principal outstanding using
balances as of monthend for each of the
13 months beginning with December
1988 and ending with December 1989;

(2) For calendar year 1990 and there-
after, the average annual principal out-
standing on a daily basis using bal-
ances as of the close of each day. In
computing the average annual prin-
cipal outstanding in this manner, the
closing balance of the most recent past
business day shall be the closing bal-
ance for days when an institution is
closed.

(c) Direct lending association means
any production credit association or
any other association making direct
loans under authority provided under
section 7.6 of the Act, including, with-
out limitation, agricultural credit as-
sociations and Federal land credit asso-
ciations.

(d) Government-guaranteed loans
means loans or credits, or portions of
loans or credits, that are guaranteed:

(1) By the full faith and credit of the
United States Government or any
State government; or,

(2) By an agency or other entity of
the United States Government whose
obligations are explicitly guaranteed
by the United States Government; or,

(3) By an agency or other entity of a
State government whose obligations
are explicitly guaranteed by such State
government.

(e) Insured bank means any Farm
Credit bank whose participation in
notes, bonds, debentures, and other ob-
ligations issued under subsection (c) or
(d) of section 4.2 of the Act is insured
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under part E of title V of the Act, in-
cluding, without limitation, the Fed-
eral Intermediate Credit Bank of Jack-
son and banks that are in or are placed
in receivership or conservatorship to
the extent that those banks’ participa-
tion in such obligations is insured.

(f) Loan means any extension of cred-
it or lease resulting from direct nego-
tiations between a lender and a bor-
rowing entity that is recorded as an
asset of an insured bank, a direct lend-
ing association, or an other financing
institution. The term ‘‘loan” includes
loans, contracts of sale, notes receiv-
able, and other similar obligations and
lease financings. The term ‘‘loan’ in-
cludes loans originated through direct
negotiations between the insured bank,
direct lending association, or other fi-
nancing institution and a borrowing
entity and loans or interests in loans
purchased from another lender. Loans
purchased subject to recourse shall be
considered loans of the seller to the ex-
tent of the recourse.

(g)(1) Nonaccrual loan means any loan
where—

(i) Any amount of outstanding prin-
cipal and all past and future interest
accruals, considered over the full term
of the asset, are determined to be
uncollectible for any reason; or,

(ii) It has been classified ‘‘loss’ as a
result of a periodic credit evaluation
and has not been charged off; or,

(iii) The loan is severely past due and
is not adequately secured, in process of
collection, and fully collectible with
respect to all principal and interest.

(2) For the purposes of determining
whether a loan is considered as accrual
or nonaccrual under this part, all loans
on which a borrowing entity, or a com-
ponent of a borrowing entity, is pri-
marily obligated to the institution
shall be considered as one loan unless a
review of all pertinent facts supports a
reasonable determination that a par-
ticular loan constitutes an independent
credit risk and such determination is
adequately documented in the loan
file.

(h) Other financing institution means
any bank, company, institution, cor-
poration, union, or association de-

12 CFR Ch. XIV (1-1-07 Edition)

scribed in section 1.7(b)(1)(B) of the
Act.

[66 FR 3201, Jan. 29, 1991; 56 FR 10302, Mar. 11,
1991]

§1410.3 Calculation and reporting of
premiums due.

(a) Premium base. For purposes of
computing the annual premium, each
insured bank shall:

(1) Report its premium base for each
category of loan described in paragraph
(a)(2) of this section based on the total
of the average annual principal bal-
ances of:

(i)(A) Loans of each direct lending as-
sociation that were able to be made be-
cause the direct lending association is
receiving, or has received, funds pro-
vided through the insured bank;

(B) Loans of each other financing in-
stitution that were able to be made be-
cause the other financing institution is
receiving, or has received, funds pro-
vided through the insured bank; and,

(C) The bank’s loans, other than
loans made to direct lending associa-
tions and other financing institutions.

(ii) For purposes of this section,
loans of an other financing institution
were able to be made because of funds
provided through the insured bank
only if they are loans which resulted
from funding provided through the in-
sured bank and which are pledged to or
discounted by the insured bank.

(2) Segregate the loans of each entity
described in paragraph (a) of this sec-
tion into:

(i) Loans in accrual status, excluding
the guaranteed portions of State and
Federal government-guaranteed loans;

(ii) The guaranteed portions of State
government-guaranteed loans that are
in accrual status;

(iii) The guaranteed portions of Fed-
eral government-guaranteed loans that
are in accrual status; and,

(iv) Nonaccrual loans.

(b) Calculating the 1989 premium pay-
ment. The 1989 premium payment shall
be equal to the sum of:

(1) The total annual average prin-
cipal outstanding for calendar year 1989
on the loans in accrual status as de-
scribed in paragraph (a)(2)(i) of this
section of each entity described in
paragraph (a)(1) of this section multi-
plied by 0.0015;
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(2) The total annual average prin-
cipal outstanding for calendar year 1989
on loans in accrual status as described
in paragraph (a)(2)(ii) of this section of
each entity described in paragraph
(a)(1) of this section multiplied by
0.0003; and,

(3) The total annual average prin-
cipal outstanding for calendar year 1989
on loans in accrual status as described
in paragraph (a)(2)(iii) of this section of
each entity described in paragraph
(a)(1) of this section multiplied by
0.00015.

(c) Calculating the premium payment
for 1990 and subsequent years. Except as
provided in paragraph (d) of this sec-
tion, the annual premium payment for
1990 and for each subsequent year shall
be equal to the sum of:

(1) The total annual average prin-
cipal outstanding for each calendar
year on the loans in accrual status as
described in paragraph (a)(2)(i) of this
section of each entity described in
paragraph (a) of this section multiplied
by 0.0015;

(2) The total annual average prin-
cipal outstanding for each calendar
year on the loans in accrual status as
described in paragraph (a)(2)(ii) of this
section of each entity described in
paragraph (a)(1) of this section multi-
plied by 0.0003;

(3) The total annual average prin-
cipal outstanding for each calendar
year on the loans in accrual status as
described in paragraph (a)(2)(iii) of this
section of each entity as described in
paragraph (a)(1) of this section multi-
plied by 0.00015; and,

(4) The total annual average prin-
cipal outstanding for each calendar
year on the nonaccrual loans as de-
scribed in paragraph (a)(2)(iv) of this
section of each entity described in
paragraph (a)(1) of this section multi-
plied by 0.0025.

(d) Secure base amount. Upon reaching
the secure base amount determined by
the Corporation in accordance with
section 5.55 of the Act, the annual pre-
mium to be paid by each insured bank,
computed in accordance with para-
graph (c) of this section, shall be re-
duced by a percentage determined by
the Corporation so that the aggregate
of the premiums payable by all of the
Farm Credit banks for the following

§1410.5

calendar year is sufficient to ensure
that the Insurance Fund balance is
maintained at not less than the secure
base amount. The Corporation shall an-
nounce any such percentage no later
than December 31 of the year prior to
the January in which such premiums
are to be paid.

[66 FR 3201, Jan. 29, 1991; 56 FR 13211, Mar. 29,
1991]

§1410.4 Payment of premiums.

(a) Calendar years 1989 and 1990. Each
insured bank shall pay to the Corpora-
tion the amount of the premium due to
the Corporation computed in accord-
ance with §1410.3 of this part, and
shown on its certified statement, at
the time its certified statement is
filed. The certified statement for cal-
endar years 1989 and 1990 must be filed
with the Corporation and the premium
must be received by the Corporation on
or before March 29, 1991.

(b) Calendar year 1991 and subsequent
years. Each insured bank shall pay to
the Corporation the amount of the pre-
mium due to the Corporation computed
in accordance with §1410.3 of this part,
and shown on its certified statement,
at the time the statement is filed. Cer-
tified statements shall be considered to
have been filed and payments made in
a timely manner if they are received on
or before January 31 following the end
of the calendar year on which the cer-
tified statement is based.

(c) Premiums as obligations of insured
banks. Premiums required to be paid by
§1410.3 are obligations of the insured
banks, and are to be paid at the times
required by this section, regardless of
whether the insured bank has assessed
and collected any assessments under
section 1.12 of the Act.

[66 FR 3201, Jan. 29, 1991; 56 FR 10302, Mar. 11,
1991]

§1410.5 Delinquent premium pay-
ments and premium overpayments.

(a) Delinquent payments. Each insured
bank shall pay to the Corporation in-
terest on delinquent premium pay-
ments. All premiums will be considered
delinquent if they are received after
the time for payment specified in
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§1410.6

§1410.4 of this part, including late pay-
ments caused by bank errors in the cer-
tified statement. The interest rate will
be the United States Treasury Depart-
ment’s current value of funds rate,
which is issued under the Treasury Fis-
cal Requirements Manual (TFRM rate)
and published quarterly in the FED-
ERAL REGISTER. The interest rate will
be determined as follows:

(1) Current year. (i) For delinquent
days occurring on or prior to March 31,
the rate will be the TFRM rate that is
published in the preceding December.

(ii) For delinquent days occurring
from April 1 to June 30, the rate will be
the TFRM rate that is published in
March for the second quarter of the
year.

(iii) For delinquent days occurring
from July 1 to September 30, the rate
will be the TFRM rate that is pub-
lished in June for the third quarter.

(iv) For delinquent days occurring
from October 1 to December 31, the
rate will be the TFRM rate that is pub-
lished in September for the fourth
quarter.

(2) Prior years. The interest will be
calculated quarterly and compounded
annually at the rates applicable for
each quarter as issued under the
TFRM. For the initial year, the rate
will be applied to the gross amount of
the delinquent payment. For each addi-
tional year or portion thereof the rate
will be applied to the net amount of
the delinquent payment after it has
been reduced by any premium credit
under paragraph (c) of this section.

(b) Other rights and remedies. Payment
of the interest specified in paragraph
(a) of this section does not affect any
other rights and remedies available to
the Corporation.

(c) Overpayments. To the extent that
any payment by a bank exceeds the re-
quired amount:

(1) The excess shall be credited
against future premium payments by
the bank which overpaid; or,

(2)(1) Upon written request to the
Corporation by the bank which over-
paid, the excess shall be refunded to
the bank within 30 days of receipt of
the written request; and

(ii) If the Corporation fails to make a
refund within such 30-day period, and
the Corporation determines that a re-

12 CFR Ch. XIV (1-1-07 Edition)

fund is in order, the Corporation shall
pay to the bank interest on the amount
of the overpayment, from the end of
such 30-day period through the date the
refund is issued.

§1410.6 Certified statements.

(a) Forms. The certified statements
required to be filed by insured banks
under the provisions of section 5.56 of
the Act shall be filed with the Corpora-
tion. The certified statement forms
will be furnished to all insured banks
by, or may be obtained from, the Cor-
poration. The following forms are
available from the Corporation:

(1) Form FCSIC 90-001: First Certified
Statement. The form shows the pre-
mium base for calendar years 1989 and
1990. The premium payment period is
from January 1 of each year to Decem-
ber 31 of each year. The form must
show the computation of the premium
base and the bank’s calculation of the
premium due the Corporation.

(2) Form FCSIC 90-002: Certified State-
ment. This form must be used for cal-
endar year 1991 and subsequent years.
The form shows the premium base for
the annual premium payment period.
The premium payment period is from
January 1 of each year to December 31
of each year. The form must show the
computation of the premium base and
the bank’s calculation of the amount of
the premium due the Corporation.

(b) Amendments to certified statements.
In the event of an amendment or cor-
rection of a previously submitted cer-
tified statement, the amending insured
bank shall resubmit to the Corporation
the appropriate certified statement
along with a letter of explanation re-
garding the amendment or correction.

[66 FR 3201, Jan. 29, 1991, as amended at 56
FR 57233, Nov. 8, 1991]

§1410.7 Documentation.

Each insured bank shall:

(a) Prepare and maintain accurate
and complete records as necessary to
prepare certified statements, includ-
ing, but not limited to, records relating
to the loans of each direct lending as-
sociation and other financing institu-
tion that are able to make such loans
because they are receiving, or have re-
ceived, funding from the insured bank.
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(b) Prepare and maintain on its
premises books and records in such a
manner as to facilitate reconciliation
with certified statements prepared
from them.

(c) Maintain in its books and records
documentation supporting its certified
statement for a period no less than 5
years following the date of each cer-
tified statement, unless the bank shall
have requested in writing, and the Cor-
poration shall have granted to the
bank, written permission to dispose of
such documentation prior to the expi-
ration of 5 years.

(d) Make all records and any sup-
porting documentation available, with-
out limitation, to Corporation officials
upon request.

PART 1411—RULES OF PRACTICE
AND PROCEDURE

AUTHORITY: Secs. 5.58(10), 5.65(c) and (d) of
the Farm Credit Act; 12 U.S.C. 2277a-7(10),
2277a-14(c) and (d)); 28 U.S.C. 2461 note.

Subpart A—Rules and Procedures
for Assessment and Collection
of Civil Money Penalties

§1411.1 Inflation adjustment of civil
money penalties for failure to file a
certified statement, pay any pre-
mium required or obtain approval
before employment of persons con-
victed of criminal offenses.

In accordance with the Federal Civil
Money Penalties Inflation Adjustment
Act of 1990, as amended by the Debt
Collection Improvement Act of 1996, a
civil money penalty imposed pursuant
to section 5.65(c) or (d) of the Act for a
violation occurring on or after October
23, 1996 shall not exceed $117 per day for
each day the violation continues.

[66 FR 44027, Aug. 22, 2001]

PART 1412—GOLDEN PARACHUTE
AND INDEMNIFICATION PAYMENTS

Sec.

1412.1 Scope.

1412.2 Definitions.

1412.3 Golden parachute payments prohib-
ited.

1412.4 Prohibited
ments.

indemnification pay-

§1412.2

1412.5 Permissible golden parachute pay-
ments.

1412.6 Permissible indemnification pay-
ments.

1412.7 Filing instructions.
1412.8 Application in the event of receiver-
ship.

AUTHORITY: 12 U.S.C. 2277a-10b.

SOURCE: 71 FR 7405, Feb. 13, 2006, unless
otherwise noted.

§1412.1 Scope.

(a) This part limits and/or prohibits,
in certain circumstances, the ability of
Farm Credit System (System) institu-
tions, their service corporations, sub-
sidiaries and affiliates from making
golden parachute and indemnification
payments to institution-related parties
(IRPs).

(b) This part applies to System insti-
tutions in a troubled condition that
seek to make golden parachute pay-
ments to their IRPs.

(c) The limitations on indemnifica-
tion payments apply to all System in-
stitutions, their service corporations,
subsidiaries and affiliates regardless of
their financial health.

§1412.2 Definitions.

(a) Act or Farm Credit Act means
Farm Credit Act of 1971 (12 U.S.C.
2002(a)), as amended by the Farm Cred-
it System Reform Act of 1996, amend-
ing 12 U.S.C. 2277a-10.

(b) Farm Credit System institution or
System institution means any ‘‘institu-
tion” enumerated in section 1.2 of the
Act including, but not limited to, asso-
ciations, banks, service corporations,
the Federal Farm Credit Banks Fund-
ing Corporation, the Farm Credit Leas-
ing Services Corporation and their sub-
sidiaries and affiliates, as well as, the
Federal Agricultural Mortgage Cor-
poration and its subsidiaries and affili-
ates, as described in 12 U.S.C. 2279aa—
1(a).

(c) Benefit plan means any plan, con-
tract, agreement or other arrangement
which is an ‘‘employee welfare benefit
plan” as that term is defined in section
3(1) of the Employee Retirement In-
come Security Act of 1974, as amended
(29 U.S.C. 1002(1)), or other usual and
customary plans such as dependent
care, tuition reimbursement, group
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