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DEFINITIONS OF MEASURES USED IN THE FINANCIAL RATIOS METHOD—Continued

Variables

Description

Net Income before Taxes/
Total Assets (%).

Nonperforming Loans and
Leases/Gross Assets (%).

Other Real Estate Owned/
Gross Assets (%).
Brokered Deposit Ratio ........

Weighted Average of C, A,
M, E, L, and S Component
Ratings.

Loan Mix Index .........cccecvennee

One-Year Asset Growth (%)

Income (before applicable income taxes and discontinued operations) for the most recent twelve months divided
by total assets.?

Sum of total loans and lease financing receivables past due 90 or more days and still accruing interest and total
nonaccrual loans and lease financing receivables (excluding, in both cases, the maximum amount recoverable
from the U.S. Government, its agencies or government-sponsored enterprises, under guarantee or insurance
provisions) divided by gross assets.2

Other real estate owned divided by gross assets.2

The ratio of the difference between brokered deposits and 10 percent of total assets to total assets. For institu-
tions that are well capitalized and have a CAMELS composite rating of 1 or 2, reciprocal deposits are deducted
from brokered deposits. If the ratio is less than zero, the value is set to zero.

The weighted sum of the “C,” “A,” “M,” “E”, “L”, and “S” CAMELS components, with weights of 25 percent
each for the “C” and “M” components, 20 percent for the “A” component, and 10 percent each for the “E”,
“L”, and “S” components.

A measure of credit risk described paragraph (a)(1)(ii)(B) of this section.

Growth in assets (adjusted for mergers 3) over the previous year in excess of 10 percent.# If growth is less than
10 percent, the value is set to zero.

1The ratio of Net Income before Taxes to Total Assets is bounded below by (and cannot be less than) —25 percent and is bounded above by

(and cannot exceed) 3 percent.

2(Gross assets are total assets plus the allowance for loan and lease financing receivable losses (ALLL).

3 Growth in assets is also adjusted for acquisitions of failed banks.

4The maximum value of the Asset Growth measure is 230 percent; that is, asset growth (merger adjusted) over the previous year in excess of
240 percent (230 percentage points in excess of the 10 percent threshold) will not further increase a bank’s assessment rate.

* * * * *

m 6. Revise § 327.16, paragraph (e)(2)(i)
to read as follows:

§327.16 Assessment pricing methods—
beginning the first assessment period after
June 30, 2016, where the reserve ratio of the
DIF as of the end of the prior assessment
period has reached or exceeded 1.15
percent.

* * * * *

(i) Application of depository
institution debt adjustment. An insured
depository institution shall pay a 50
basis point adjustment on the amount of
unsecured debt it holds that was issued
by another insured depository
institution to the extent that such debt
exceeds 3 percent of the institution’s
Tier 1 capital or, in the case of a
qualifying community banking
organization that elects to use the
community bank leverage ratio
framework under 12 CFR 3.12(a)(3), 12
CFR 217.12(a)(3), or 12 CFR
324.12(a)(3), CBLR tangible equity as
defined in 12 CFR 3.12(b)(2), 12 CFR
217.12(b)(2), or 12 CFR 324.12(b)(2), as
applicable. The amount of long-term
unsecured debt issued by another
insured depository institution shall be
calculated using the same valuation
methodology used to calculate the
amount of such debt for reporting on the

asset side of the balance sheets.
* * * * *

Dated at Washington, DC, on December 18,
2018.

By order of the Board of Directors.

Federal Deposit Insurance Corporation.
Robert E. Feldman,

Executive Secretary.

[FR Doc. 201902761 Filed 2—20-19; 8:45 am]
BILLING CODE 6714-01-P

FARM CREDIT ADMINISTRATION

12 CFR Part 614
RIN 3052-AD32

Advance Notice of Proposed
Rulemaking—Young, Beginning, and
Small Farmers and Ranchers

AGENCY: Farm Credit Administration.
ACTION: Advance notice of proposed
rulemaking.

SUMMARY: The Farm Credit
Administration (FCA, Agency, we, our)
is requesting comments on ways to
collect, evaluate, and report data on
how the Farm Credit System (FCS or
System) is fulfilling its mission to
finance and provide services to young,
beginning, and small (YBS) farmers,
ranchers, and producers or harvesters of
aquatic products (YBS Farmer(s)).
Additionally, we are seeking comments
on how FCA should define or clarify
key terms associated with the collection
and reporting of YBS data.

DATES: You may send comments on or
before May 22, 2019.

ADDRESSES: We offer a variety of
methods for you to submit comments on
this advance notice of proposed
rulemaking (ANPRM). For accuracy and
efficiency reasons, commenters are
encouraged to submit comments by

email or through the Agency’s website.
As facsimiles (fax) are difficult for us to
process and achieve compliance with
section 508 of the Rehabilitation Act, we
are no longer accepting comments
submitted by fax. Regardless of the
method you use, please do not submit
your comment multiple times via
different methods. You may submit
comments by any of the following
methods:

e Email: Send us an email at
regcomm@fca.gov.

e FCA website: https://www.fca.gov/.
Click inside the “Iwantto. . .” field
near the top of the page; select
“comment on a pending regulation”
from the dropdown menu; and click
“Go.”

o Federal eRulemaking Portal: http://
www.regulations.gov. Follow the
instructions for submitting comments.

e Mail: Barry F. Mardock, Deputy
Director, Office of Regulatory Policy,
Farm Credit Administration, 1501 Farm
Credit Drive, McLean, VA 22102-5090.

You may review copies of all
comments we receive at our office in
McLean, Virginia, or on our website at
http://www.fca.gov. Once you are in the
website, click inside the “I want to
. . .7 field near the top of the page;
select “find comment on pending
regulation” from the dropdown menu;
and click “Go.” We will show your
comments as submitted, but for
technical reasons we may omit items
such as logos and special characters.
Identifying information that you
provide, such as phone numbers and
addresses, will be publicly available.
However, we will attempt to remove



http://www.regulations.gov

http://www.regulations.gov

http://www.fca.gov

mailto:regcomm@fca.gov

https://www.fca.gov/



5390

Federal Register/Vol. 84, No. 35/ Thursday, February 21,

2019/Proposed Rules

email addresses to help reduce internet
spam.

FOR FURTHER INFORMATION CONTACT:
Salvatore Iannetta, Office of Regulatory
Policy, (703) 883—4326, David Grahn,
Office of General Counsel, (703) 883—
4145, TTY (703) 883—4056, Farm Credit
Administration, 1501 Farm Credit Drive,
McLean, VA 22102-5090.
SUPPLEMENTARY INFORMATION:

I. Objective

The purpose of this ANPRM is to
gather public input on how FCA might:

e Improve the accuracy, transparency,
and process by which FCA ensures that
YBS Farmer data is properly collected
and reported by the FCS.

e Clarify the definitions of terms
related to the collection, reporting, and
identification of YBS Farmer data.

¢ Ensure the definitions of YBS
Farmers and related terms remain
relevant and reflective of the evolving
agricultural economy.

¢ Evaluate the effectiveness of each
FCS institution’s YBS program to
achieve its mission of serving YBS
Farmers.

II. Background

The Farm Credit Act of 1971, as
amended (Act), requires each System
association to prepare a program for
furnishing sound and constructive
credit and related services to YBS
Farmers. Annually, each district bank
reports to FCA on the operations and
achievements by the associations under
the YBS programs. We provide a
summary and analysis of the results in
our annual report to Congress on the
condition of the System. We are
reviewing the methods used to collect
and report YBS data to ensure that it is
accurate, complete, and can be used
reliably in conjunction with other
related data reported by the System. As
part of our review, we are seeking
comments on methods and practices
that could be used to improve the
collection and reporting of YBS Farmer
data and the oversight of such.

The Act? authorizes the FCS 2 to
provide financing and services to
farmers and ranchers across the country
and Puerto Rico through FCS banks and
associations (collectively referred to as
“Institutions”). The Act also provides
FCA, an independent agency in the
executive branch of the Government,
authority to regulate and examine these

1See, 12 U.S.C. 2001 et seq.

2The System is comprised of borrower-owned
banks, associations, and service entities that
collectively provide financing and other services to
support agriculture and agriculture related
operations as well as certain related industries that
support U.S. agriculture.

Institutions.? The System is organized
around four banks that each supervise
and provide funding to associations
within each bank’s district. Except for
the authority of CoBank, ACB, to
finance and provide services to
agricultural cooperatives under title III
of the Act, agricultural lending and
other related services are provided
primarily through the associations.*

In establishing the FCS as a
government sponsored enterprise,
Congress provided farmers and ranchers
with an option of obtaining financing
through borrower-owned cooperatives
that give them the ability to participate
in the ownership, management, and
control of their lender and to ensure that
a source of financing dedicated to their
needs remains available.? One of the
specific Congressionally required
responsibilities of the System is
provided in section 4.19 of the Act (12
U.S.C. 2207), which requires FCS
associations to have a program “‘for
furnishing sound and constructive
credit and related services to young,
beginning, and small farmers and
ranchers”.® In addition, this section
requires that FCS banks report annually
to FCA about the operations and
achievements of the associations’
lending and service programs for YBS
Farmers.?” FCA’s regulations that
implement these requirements are
located at 12 CFR 614.4165. FCA
prepares an annual report on the
quantitative and qualitative results
achieved by the System and submits
this information to Congress when FCA
submits its annual report on the
condition of the System. FCA has
provided guidance and clarification on
the System’s YBS mission
responsibilities through bookletter (BL)
040 Revised—Providing Sound and
Constructive Credit to Young,
Beginning, and Small Farmers,
Ranchers, and Producers or Harvesters
of Aquatic Products 8 and annual call
reporting instructions. BL—040 Revised
provides the definition for each category
of YBS Farmers. As stated in the
bookletter, the three categories are
separate and distinct, and a loan to one
borrower may meet the definition for

3 See sections 5.7 and 5.9 of the Act (12 U.S.C.
2241 and 2243).

4CoBank, pursuant to title III of the Act, also has
authority to provide financing to certain rural
utilities projects. More detailed information on the
structure of the FCS can be found on at https://
www.fca.gov/.

5See section 1.1 of the Act (12 U.S.C. 2001).

6 See, section 4.19(a) of the Act (12 U.S.C.
2207(a)).

7 See. section 4.19(b) of the Act (12 U.S.C.
2207(b)).

8 BL—040 can be found at: FCA website—
Bookletters.

any or all of the categories, but a loan
does not have to meet all three to be
considered a loan to a YBS Farmer.

III. Potential Areas for Improvement

Reconciling YBS data can be
challenging. The current reporting
practices count the number of
transactions and volume of
commitments for System Institutions
that involve YBS Farmers. This
approach identifies the overall System
dollars committed to YBS Farmers
based on technology/data/standards
primarily developed in the 1990s. The
goal is to improve upon this approach
and provide more granularity for
reporting and tracking. For example, a
farmer can meet the requirements for
both a young and beginning farmer.
Under the current approach and
direction for reporting, this farmer’s
data would be separately counted and
reported in both the young and
beginning categories. This situation can
be compounded because more than one
Institution may be participating in the
financing of an individual YBS Farmer,
which allows each participation interest
to be counted and leads to further
duplication when the Institutions’
numbers are consolidated.

Due to the unique nature of this data,
some banks’ and associations’ collection
and reporting processes require
considerable manual review and
adjustment after retrieval from the core
accounting systems. This situation
creates difficulty in aligning YBS
Farmer data with other data sources and
reports generated from the Institutions’
core accounting systems. Finally, after
recent analysis of the YBS collection
and reporting practices of several banks
and associations, more guidance is
needed to ensure more uniform and
efficient collection and reporting of YBS
Farmer data.

The definitions for the YBS categories
have virtually remained the same since
1998, and other agricultural data
sources have similar, but not equivalent,
definitions. For example, since 1998, a
farmer falls within the “small” category
if the farmer “normally generates less
than $250,000 in annual gross sales of
agricultural or aquatic products”.
Several agricultural and economic
cycles have occurred since 1998, and we
are considering whether the $250,000
gross sales amount continues to be
appropriate or should be revised or
indexed to reflect the changes,
including the economic conditions
presently affecting agricultural
producers. In addition to these
challenges, several recent mergers of
FCS associations have resulted in
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unexpected variability in the YBS data
reported to FCA from the banks.

Based on the forgoing, FCA is
considering whether changes to our YBS
regulations are appropriate or needed.

IV. Request for Comments

We request and encourage any
interested person(s) to submit comments
on the following questions and ask that
you support your comments with
relevant data or examples. We remind
commenters that comments, and data
submitted in support of a comment, will
be available to the public through our
website.

We have organized our questions into
the following categories: Reporting of
YBS Farmer data and definitions of key
terms associated with YBS Farmer data.

A. Reporting of YBS Farmer Data

As described above, FCA requires
each FCS bank to obtain reports on the
activities for YBS Farmer programs from
the associations under its supervision.
These annual reports summarize the
operations and achievements of the YBS
Farmer programs in each district. The
banks then provide loan information for
YBS Farmers to FCA, and we include a
summary and analysis of the
information in our annual report to
Congress.

The reporting period for gross new
YBS lending is the calendar year.
Outstanding YBS loans include all loans
designated as YBS currently on the
books as of December 31st in the
reporting year. Because the YBS mission
is focused on each borrower group
separately, data are reported separately
for each of the three YBS borrower
categories. Since some loans fit within
more than one category, adding the
loans across categories cannot be done
to accurately measure of the System’s
YBS lending involvement. As such, we
are seeking comment on the following
questions to determine if the current
reporting structure is sufficient to
determine and report the FCS’s
activities that support Section 4.19 of
the Act:

1. Should loans continue to be
reported in all the existing categories in
which they fit? Alternatively, should
loans be reported in seven mutually
exclusive categories: Young; beginning;
small; young and small; young and
beginning; beginning and small; and
young, beginning, and small?

2. When reporting YBS Farmer
program performance, which would be
more useful, a focus on the dollar
volume of loans, the number of loans,
the number of YBS Farmers that
received credit and services, a
combination of these, or all?

3. Under FCA’s regulations, the term
‘“services,” as used in section 4.19(a) of
the Act, includes leases and related
services made by System banks and
direct lender associations under titles I
or IT authorities. As such, how
appropriate is it for lease activity to be
reported for YBS purposes? Should
leases and services be reported together
with or separately from loans?

The preamble to FCA’s Final Rule on
YBS Farmers (12 CFR 614.4165) © stated
the objective for the rule is to ensure
that the System provides sound and
constructive credit and services to YBS
farmers and ranchers through: Clear,
meaningful, and results-oriented
guidelines for System YBS policies and
programs; and enhanced reporting and
disclosure to the public on the System’s
performance and compliance with its
statutory YBS mission. To evaluate this
objective further, we are seeking
comment to determine if there is
additional information we should
collect to better measure the System’s
performance in fulfilling its YBS
mission.

4. What additional elements or
measurements would be useful in
determining the FCS’s compliance with
and mission performance under section
4.19 of the Act and FCA regulations at
12 CFR 614.41657

5. What are ways Institutions could
pool resources to ensure all eligible YBS
Farmers are being served?

6. In what ways could Institutions use
investment authorities to assist YBS
Farmers, and should such investments
be reported separately from YBS Farmer
loan data?

B. Definitions of Key Terms Associated
With YBS Farmer Data

FCA defines Young, Beginning, and
Small farmers in Bookletter 040—
Revised “Providing Sound and
Constructive Credit to Young,
Beginning, and Small Farmers,
Ranchers, and Producers or Harvesters
of Aquatic Products”. These definitions
have virtually remained the same since
1998. Additionally, the categories
remain separate and distinct. However,
a loan to one borrower may meet the
definition for any or all categories, but
a loan does not have to meet all three

to be considered a loan to a YBS Farmer.

The following are the current
definitions used for YBS farmers:

Young farmer: A farmer, rancher, or
producer or harvester of aquatic
products who is age 35 or younger as of
the loan transaction date.

Beginning farmer: A farmer, rancher,
or producer or harvester of aquatic

969 FR 16470, March 30, 2004.

products who has 10 years or less
farming, ranching, or aquatic experience
as of the loan transaction date.

Small farmer: A farmer, rancher, or
producer or harvester of aquatic
products who normally generates less
than $250,000 in annual gross sales of
agricultural or aquatic products.

We are seeking comments on the
following questions:

Young Farmer

7. Given the trends in the average age
of farmers, ranchers, and aquatic
operators and the transfer of operations
from one generation to the next, does
the current age limit remain
appropriate? If not, what would be a
more meaningful age threshold for a
“young” farmer and why?

8. Should the young farmer
designation change for a borrower’s
outstanding loans once they age beyond
the threshold?

9. What additional clarification is
needed on who qualifies as a young
farmer? For example, should the
following criteria apply to the
determination of whether a person is a
young farmer and to what extent:

a. Ownership in the agricultural or
aquatic operation.

b. Ownership of agriculture land only.

c. Financial control in the agricultural
or aquatic operation.

d. Exposure to production risk in the
agricultural or aquatic operation.

Beginning Farmer

10. Is the 10-year threshold still
appropriate, and if not, what would be
an appropriate threshold and why?

11. Should the beginning farmer
designation change for a borrower’s
outstanding loans once the years of
experience exceed the threshold?

12. What additional clarification is
needed on who qualifies as a beginning
farmer? For example, should the
following criteria apply to the
determination of whether a person is a
beginning farmer and to what extent:

a. Ownership in the agricultural or
aquatic operation.

b. Ownership of agriculture land only.

c. Financial control in the agricultural
or aquatic operation.

d. Exposure to production risk in the
agricultural or aquatic operation.

Small Farmer

13. What criteria should FCA consider
in determining whether to maintain or
change the $250,000 threshold? For
example, should we consider thresholds
adopted by other government agencies
for their definition of “small” farmers?

14. Would it be appropriate to index
or benchmark the economic measure
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used at specified points in the future to
ensure the threshold is current and a
reasonable measure? If so, what would
be an appropriate interval and
benchmark?

15. Should the terminology “normally
generates” be more clearly defined for
reporting purposes? Would a multi-year
median or olympic average 19 be a more
meaningful measure?

16. Should the measurement for farm
or aquatic income reflect a more stable
metric compared to the current measure
of annual gross sales of agricultural or
aquatic products?

17. Should a borrower be considered
a small farmer if:

a. They have not yet generated
agricultural or aquatic income?

b. They only own agricultural land
and no agricultural income is produced?

18. Should there be a time period
established over which no agricultural
or aquatic income is generated that
would disqualify the classification of
“small farmer” from continuing?

19. Should the small farmer
designation change for a borrower’s
outstanding loans if they grow beyond
the threshold?

20. Should the small farmer measure
account for such items as amount of
acreage farmed as well as the
production value generated?

Other Reporting Definitions: Material
Ownership and Closely Held Entity—
Determining whether an entity is a
young or beginning farmer.

21. What family connections among
individuals who own/operate an entity
should be considered to determine
whether the entity meets the age or
years of experience thresholds?

22. With respect to farming, ranching,
and aquatic operations performed
through legal entities:

a. What young or beginning farmer
ownership thresholds should be used to
determine that an operation/entity is a
young or beginning farmer? 11

b. How should the percentage of
ownership in the entity by individuals
that meet the requirements for a young
or beginning farmer affect the threshold?

c. If a single person’s ownership share
is not sufficient to meet the threshold,
should more than one person be
allowed to jointly meet the threshold?

d. What, if any, overall income
threshold should be considered for an
entity to be classified as a young or
beginning farmer?

10 Olympic average refers to an average of
numbers after removing the highest number and the
lowest number.

11 Ag a reference, section 506(m) of the Federal
Crop Insurance Act (7 U.S.C. 1508(m)) sets the
minimum beneficial interest level for crop
insurance purposes at 5 percent.

23. In determining whether an entity
is a young or beginning farmer, over
what minimum time period should the
Agency provide for an association to
make the determination, or should the
determination be made at a specific
point, for example, at the time the loan
is applied for or closed?

In addition to the questions listed
above, we are interested in receiving
comments on other aspects of the
collection and reporting of YBS Farmer
data. If providing such information,
please designate responses as
“Additional Comments”.

Dated: February 12, 2019.
Dale L. Aultman,
Secretary, Farm Credit Administration Board.
[FR Doc. 2019-02884 Filed 2—20-19; 8:45 am]
BILLING CODE 6705-01-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 71

[Docket No. FAA-2019-0036; Airspace
Docket No. 19—ACE-1]

RIN 2120-AA66

Proposed Amendment of Class E
Airspace; Charleston, MO

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of proposed rulemaking
(NPRM).

SUMMARY: This action proposes to
amend Class E airspace extending
upward from 700 feet above the surface
at Charleston, Mississippi County
Airport in Charleston, MO. The FAA is
proposing this action due to the
decommissioning of the Charleston non-
directional radio beacon (NDB).

DATES: Comments must be received on
or before April 8, 2019.

ADDRESSES: Send comments on this
proposal to the U.S. Department of
Transportation, Docket Operations,
West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590, telephone (202)
366—9826, or (800) 647-5527. You must
identify FAA Docket No. FAA-2019-
0036; Airspace Docket No. 19—ACE—1, at
the beginning of your comments. You
may also submit comments through the
internet at http://www.regulations.gov.
You may review the public docket
containing the proposal, any comments
received, and any final disposition in
person in the Dockets Office between
9:00 a.m. and 5:00 p.m., Monday
through Friday, except federal holidays.

FAA Order 7400.11C, Airspace
Designations and Reporting Points, and
subsequent amendments can be viewed
online at http://www.faa.gov/air_traffic/
publications/. For further information,
you can contact the Airspace Policy
Group, Federal Aviation
Administration, 800 Independence
Avenue SW, Washington, DC 20591;
telephone: (202) 267—-8783. The Order is
also available for inspection at the
National Archives and Records
Administration (NARA). For
information on the availability of FAA
Order 7400.11C at NARA, call (202)
741-6030, or go to https://
www.archives.gov/federal-register/cfr/
ibr-locations.html.

FAA Order 7400.11, Airspace
Designations and Reporting Points, is
published yearly and effective on
September 15.

FOR FURTHER INFORMATION CONTACT: John
Witucki, Federal Aviation
Administration, Operations Support
Group, Central Service Center, 10101
Hillwood Parkway, Fort Worth, TX
76177; telephone (817) 222—-5900.

SUPPLEMENTARY INFORMATION:
Authority for This Rulemaking

The FAA’s authority to issue rules
regarding aviation safety is found in
Title 49 of the United States Code.
Subtitle I, Section 106 describes the
authority of the FAA Administrator.
Subtitle VII, Aviation Programs,
describes in more detail the scope of the
agency’s authority. This rulemaking is
promulgated under the authority
described in Subtitle VII, Part A,
Subpart I, Section 40103. Under that
section, the FAA is charged with
prescribing regulations to assign the use
of airspace necessary to ensure the
safety of aircraft and the efficient use of
airspace. This regulation is within the
scope of that authority as it would
amend Class E airspace at Charleston,
Mississippi County Airport, in support
of standard instrument approach
procedures for IFR operations at the
airport.

Comments Invited

Interested parties are invited to
participate in this proposed rulemaking
by submitting such written data, views,
or arguments, as they may desire.
Comments that provide the factual basis
supporting the views and suggestions
presented are particularly helpful in
developing reasoned regulatory
decisions on the proposal. Comments
are specifically invited on the overall
regulatory, aeronautical, economic,
environmental, and energy-related
aspects of the proposal.
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Innovation) trade association); (4) the
expected average annual volume per
company, broken down by species or
product type; (5) the expected number
of labels per company, broken down by
species or product type; (6) company
size by expected revenue and number of
employees; (7) data on the consumer
benefits from labels that clearly identify
or differentiate cultured meat and
poultry products (e.g., saved research
costs); and (8) information on naming
conventions that would discourage
consumer purchases or producer
innovations and the associated
economic impact. FSIS also seeks
consumer research related to labeling
nomenclature for products made using
animal cell culture technology.

1V. Label Evaluation Prior to
Rulemaking

Should any establishment wish to
distribute a cultured meat or poultry
product in commerce prior to related
labeling rulemaking being completed,
the establishment would need to submit
the product label to FSIS for review. To
learn about the process for submitting
labels to FSIS, please see the “Labeling
and Label Approval” web page.1® As
discussed above, labels for cultured
product are not eligible for generic
approval at this time because neither
industry nor consumers have experience
with cultured products or their labels.
Therefore, FSIS will need to review and
approve cultured meat and poultry
product labels before they are used in
commerce to ensure they are not false or
misleading. During label review, FSIS
will ensure the labels clearly
differentiate cell cultured product from
slaughtered meat and poultry products
and will ensure the labels bear all
mandatory features required by the
regulations for meat and poultry
products. Labels approved for cell
cultured meat and poultry products
prior to the conclusion of this
rulemaking may need to be changed for
compliance with the requirements of
final regulations.

V. USDA Non-Discrimination Statement

In accordance with Federal civil
rights law and U.S. Department of
Agriculture (USDA) civil rights
regulations and policies, the USDA, its
Agencies, offices, and employees, and
institutions participating in or
administering USDA programs are
prohibited from discriminating based on
race, color, national origin, religion, sex,
gender identity (including gender

15 FSIS Labeling and Label Approval web page,
https://www.fsis.usda.gov/inspection/compliance-
guidance/labeling.

expression), sexual orientation,
disability, age, marital status, family/
parental status, income derived from a
public assistance program, political
beliefs, or reprisal or retaliation for prior
civil rights activity, in any program or
activity conducted or funded by USDA
(not all bases apply to all programs).
Remedies and complaint filing
deadlines vary by program or incident.

Persons with disabilities who require
alternative means of communication for
program information (e.g., Braille, large
print, audiotape, American Sign
Language, etc.) should contact the
responsible Agency or USDA’s TARGET
Center at (202) 720-2600 (voice and
TTY) or contact USDA through the
Federal Relay Service at (800) 877—8339.
Additionally, program information may
be made available in languages other
than English.

To file a program discrimination
complaint, complete the USDA Program
Discrimination Complaint Form, AD—
3027, found online at https://
www.usda.gov/oascr/how-to-file-a-
program-discrimination-complaint and
at any USDA office or write a letter
addressed to USDA and provide in the
letter all of the information requested in
the form. To request a copy of the
complaint form, call (866) 632—-9992.
Submit your completed form or letter to
USDA by: (1) Mail: U.S. Department of
Agriculture, Office of the Assistant
Secretary for Civil Rights, 1400
Independence Avenue SW, Washington,
DC 20250-9410; (2) fax: (202) 690—-7442;
or (3) email: program.intake@usda.gov.

USDA is an equal opportunity
provider, employer, and lender.

VI. Additional Public Notification

Public awareness of all segments of
rulemaking and policy development is
important. Consequently, FSIS will
announce this Federal Register
publication online through the FSIS
web page located at: https://
www.fsis.usda.gov/federal-register.

FSIS also will announce and provide
a link to it through the FSIS Constituent
Update, which is used to provide
information regarding FSIS policies,
procedures, regulations, Federal
Register notices, FSIS public meetings,
and other types of information that
could affect or would be of interest to
our constituents and stakeholders. The
Constituent Update is available on the
FSIS web page. Through the web page,
FSIS is able to provide information to a
much broader, more diverse audience.
In addition, FSIS offers an email
subscription service which provides
automatic and customized access to
selected food safety news and
information. This service is available at

https://www.fsis.usda.gov/subscribe.
Options range from recalls to export
information, regulations, directives, and
notices. Customers can add or delete
subscriptions themselves and have the
option to password protect their
accounts.

Paul Kiecker,

Administrator.

[FR Doc. 2021-19057 Filed 9-2-21; 8:45 am]
BILLING CODE 3410-DM-P

FARM CREDIT ADMINISTRATION

12 CFR Part 615
RIN 3052-AD44

Bank Liquidity Reserve

AGENCY: Farm Credit Administration.
ACTION: Advance notice of proposed
rulemaking; extension of comment
period.

SUMMARY: The Farm Credit
Administration (FCA or we) is
extending the comment period on its
Advance Notice of Proposed
Rulemaking (ANPRM) that seeks
comment from the public about whether
and how FCA should revise its liquidity
regulatory framework for Farm Credit
System (System) banks. FCA is
extending the comment period for an
additional 60 days, until November 27,
2021, so interested parties will have
additional time to provide comments on
the ANPRM.

DATES: The comment period for the
Advance Notice of Proposed
Rulemaking on Bank Liquidity Reserves,
published on June 30, 2021 (86 FR
34645), is extended from September 28,
2021, to November 27, 2021.

ADDRESSES: For accuracy and efficiency
reasons, please submit comments by
email or through FCA’s website. We do
not accept comments submitted by
facsimiles (fax), as faxes are difficult for
us to process and achieve compliance
with section 508 of the Rehabilitation
Act of 1973. Please do not submit your
comment multiple times via different
methods. You may submit comments by
any of the following methods:

e Email: Send us an email at reg-
comm@fca.gov.

e FCA website: http://www.fca.gov.
Click inside the “Iwantto. . .” field
near the top of the page; select
“comment on a pending regulation”
from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

e Mail: Kevin J. Kramp, Director,
Office of Regulatory Policy, Farm Credit
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Administration, 1501 Farm Credit Drive,
McLean, VA 22102-5090.

You may review copies of comments
we receive on our website at http://
www.fca.gov. Once you are on the
website, click inside the “I want to
. . .” field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.

We will show your comments as
submitted, including any supporting
data provided, but for technical reasons
we may omit items such as logos and
special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, we will
attempt to remove email addresses to
help reduce internet spam. You may
also review comments at our office in
McLean, Virginia. Please call us at (703)
883—4056 or email us at reg-comm@
fca.gov to make an appointment.

FOR FURTHER INFORMATION CONTACT:

Technical information: Ryan Leist,
LeistR@fca.gov, Senior Accountant, or
Jeremy R. Edelstein, Edelsteinj@fca.gov,
Associate Director, Finance and Capital
Markets Team, Office of Regulatory
Policy, Farm Credit Administration,
McLean, VA 22102-5090, (703) 883—
4414, TTY (703) 883—4056, or
ORPMailbox@fca.gov; or

Legal information: Richard Katz,
KatzR@fca.gov, Senior Counsel, Office
of General Counsel, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883-4020, TTY (703) 883—
4056.

SUPPLEMENTARY INFORMATION: On June
30, 2021, FCA published an ANPRM in
the Federal Register seeking public
comment on whether and how we
should amend our liquidity regulations
for System banks so they can better
withstand crises that adversely impact
liquidity and pose risks to their
viability. The comment period is
currently scheduled to close on
September 28, 2021. See 86 FR 34645.
On July 28, 2021, FCA received a
request to extend the comment period
for an additional 60 days. FCA is
granting this request, and accordingly,
the comment period is extended until
November 27, 2021.

Dated: August 30, 2021.
Dale Aultman,
Secretary, Farm Credit Administration Board.
[FR Doc. 2021-18984 Filed 9-2-21; 8:45 am]
BILLING CODE 6705-01-P

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 52

[EPA-R03-OAR-2021-0307; FRL-8894—01—
R3]

Air Plan Approval; Pennsylvania;
Allegheny County Area Fine
Particulate Matter Clean Data
Determination

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Proposed rule.

SUMMARY: The Environmental Protection
Agency (EPA) is proposing to determine
that the Allegheny County,
Pennsylvania nonattainment area has
clean data for the 2012 annual fine
particulate matter (PM, s) National
Ambient Air Quality Standard
(NAAQS). This proposed clean data
determination (CDD) under EPA’s Clean
Data Policy is based upon quality-
assured, quality-controlled, and
certified ambient air quality monitoring
data showing that the area has attained
the 2012 PM, s NAAQS based on 2018—
2020 data available in EPA’s Air Quality
System (AQS) database. Based on the
proposed clean data determination, EPA
is also proposing to determine that the
requirements for Pennsylvania to make
submissions to meet certain Clean Air
Act (CAA or the Act) requirements
related to attainment of the NAAQS for
this area are not applicable for as long
as the area continues to attain the 2012
annual PM, s NAAQS. This action is
being taken under the CAA.

DATES: Written comments must be
received on or before October 4, 2021.
ADDRESSES: Submit your comments,
identified by Docket ID No. EPA-R03—
OAR-2021-0307 at https://
www.regulations.gov, or via email to
gordon.mike@epa.gov. For comments
submitted at Regulations.gov, follow the
online instructions for submitting
comments. Once submitted, comments
cannot be edited or removed from
Regulations.gov. For either manner of
submission, EPA may publish any
comment received to its public docket.
Do not submit electronically any
information you consider to be
confidential business information (CBI)
or other information whose disclosure is
restricted by statute. Multimedia
submissions (audio, video, etc.) must be
accompanied by a written comment.
The written comment is considered the
official comment and should include
discussion of all points you wish to
make. EPA will generally not consider
comments or comment contents located
outside of the primary submission (i.e.,

on the web, cloud, or other file sharing
system). For additional submission
methods, please contact the person
identified in the FOR FURTHER
INFORMATION CONTACT section. For the
full EPA public comment policy,
information about CBI or multimedia
submissions, and general guidance on
making effective comments, please visit
https://www.epa.gov/dockets/
commenting-epa-dockets.

FOR FURTHER INFORMATION CONTACT:
Brian Rehn, Planning & Implementation
Branch (3AD30), Air & Radiation
Division, U.S. Environmental Protection
Agency, Region III, 1650 Arch Street,
Philadelphia, Pennsylvania 19103. The
telephone number is (215) 814-2176.
Mr. Rehn can also be reached via
electronic mail at rehn.brian@epa.gov.
SUPPLEMENTARY INFORMATION:
Throughout this document, wherever
“we”, “us” or “our” are used, it is
intended to refer to the EPA.

Table of Contents

1. Background

II. Clean Data Determination for the
Allegheny County, Pennsylvania 2012
PM, s NAAQS Nonattainment Area

I1I. Proposed Action

IV. Statutory and Executive Order Reviews

I. Background

On December 14, 2012, EPA
promulgated a revised primary annual
PM, s NAAQS to provide increased
protection of public health from fine
particle pollution (2012 PM 5
NAAQS).1 In that action, EPA
strengthened the primary annual PM, s
standard, lowering the level from 15.0
micrograms per cubic meter (nug/m3) to
12.0 pg/m3, and retained the 24-hour
PM,s NAAQS at a level of 35 pg/ms3.
The 2012 annual PM, s NAAQS is
attained when the 3-year average of the
annual arithmetic means does not
exceed 12.0 pug/ms3.2 Effective April 15,
2015, EPA established air quality
designations, as required by section
107(d)(1) of the CAA, for the 2012
annual PM, s NAAQS.3 In that action,
EPA designated the Allegheny County
Area in Pennsylvania as Moderate
nonattainment for the 2012 annual
PM, s NAAQS.

On August 24, 2016, EPA issued the
Fine Particulate Matter National
Ambient Air Quality Standards: State
Implementation Plan Requirements
(PM, s SIP Requirements Rule).# The
PMs; 5 SIP Requirements Rule is codified
at 40 CFR part 51, subpart Z and

178 FR 3086, January 15, 2013.

2 See 40 CFR 50.18 and 40 CFR part 50, appendix
N

380 FR 2206 (January 15, 2015).
481 FR 58010, effective October 24, 2016.
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second instance of “‘prerinse spray
valve” refers to the spring-style deck-
mounted prerinse unit defined in
section 6.8. In lieu of using
manufacturer installation instructions or

(ii) Perform calculations in
accordance with section 11.3.1
(Calculation and Report). Record the
water temperature (°F) and dynamic
water pressure (psi) once at the start for
each run of the test. Record the time
(min), the normalized weight of water in
the carboy (lb) and the resulting flow
rate (gpm) once at the end of each run
of the test. Record flow rate
measurements of time (min) and weight
(Ib) at the resolutions of the test
instrumentation. Perform three runs on
each unit, as specified in section 10.2.5
of ASTM F2324, but disregard any
references to Annex A1. Then, for each
unit, calculate the mean of the three
flow rate values determined from each
run. Round the final value for flow rate
to two decimal places and record that
value.

(2) Spray force. Test each unit in
accordance with the test requirements
specified in sections 6.2 and 6.4 through
6.9 (Apparatus), 9.1 through 9.5.3.2
(Preparation of Apparatus), and 10.3.1
through 10.3.8 (Procedure) of ASTM
F2324. In section 9.1 of ASTM F2324,
the second instance of “prerinse spray
valve” refers to the spring-style deck-
mounted prerinse unit defined in
section 6.8. In lieu of using
manufacturer installation instructions or
packaging, always connect the
commercial prerinse spray valve to the
flex tubing for testing. Record the water
temperature (°F) and dynamic water
pressure (psi) once at the start for each
run of the test. In order to calculate the
mean spray force value for the unit
under test, there are two measurements
per run and there are three runs per test.
For each run of the test, record a
minimum of two spray force
measurements and calculate the mean of
the measurements over the 15-second
time period of stabilized flow during
spray force testing. Record the time
(min) once at the end of each run of the
test. Record spray force measurements
at the resolution of the test
instrumentation. Conduct three runs on
each unit, as specified in section 10.3.8
of ASTM F2324, but disregard any
references to Annex A1. Ensure the unit
has been stabilized separately during
each run. Then for each unit, calculate
and record the mean of the spray force

Wyater = W1 x t

packaging, always connect the
commercial prerinse spray valve to the
flex tubing for testing. Normalize the
weight of the water to calculate flow
rate using Equation 1, where Wyager is

60s

values determined from each run.
Round the final value for spray force to

one decimal place.
* * * * *

[FR Doc. 2021-09708 Filed 5-19-21; 8:45 am]
BILLING CODE 6450-01-P

(Eq. D)

FARM CREDIT ADMINISTRATION
12 CFR Part 614

RIN 3052-AC94

Collateral Evaluation Requirements

AGENCY: Farm Credit Administration.
ACTION: Proposed rule.

SUMMARY: The Farm Credit
Administration (FCA, we, or our)
proposes amendments updating our
regulations on appraisal and evaluation
requirements for property serving as
collateral for loans made by the Farm
Credit System (System). We propose
reorganizing existing rules to remove
redundancies and add clarity on the
distinct valuation standards for each
type of collateral. We also propose
adding regulatory requirements for the
use of automated valuation tools and
releasing appraisal and evaluations to
borrowers.

DATES: Comments on this proposed rule
must be submitted on or before July 19,
2021.

ADDRESSES: We offer a variety of
methods for you to submit comments.
For accuracy and efficiency reasons,
commenters are encouraged to submit
comments by email or through the
FCA’s website. As facsimiles (fax) are
difficult for us to process and achieve
compliance with section 508 of the
Rehabilitation Act, we do not accept
comments submitted by fax. Regardless
of the method you use, please do not
submit your comment multiple times
via different methods. You may submit
comments by any of the following
methods:

e Email: Send us an email at reg-
comm@fca.gov.

e FCA website: http://www.fca.gov.
Click inside the “Iwant to. . .” field
near the top of the page; select
‘“‘comment on a pending regulation”

the weight normalized to a 1 minute
time period, W, is the weight of the
water in the carboy at the conclusion of
the flow rate test, and t; is the total
recorded time of the flow rate test.

from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

e Mail: Kevin J. Kramp, Director,
Office of Regulatory Policy, Farm Credit
Administration, 1501 Farm Credit Drive,
McLean, VA 22102-5090.

You may review copies of all
comments we receive at our office in
McLean, Virginia, or on our website at
http://www.fca.gov. Once you are in the
website, click inside the “I want to
. . .7 field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.
We will show your comments as
submitted, but for technical reasons we
may omit some items such as logos and
special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, we will
attempt to remove email addresses to
help reduce internet spam.

FOR FURTHER INFORMATION CONTACT:
Technical information: Darius J. Hale,
Senior Policy Analyst, or Dennis K.
Carpenter, Senior Policy Analyst, Office
of Regulatory Policy, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883—4414, TTY (703) 883—
4056.

Legal information: Laura McFarland,
Senior Counsel, Office of General
Counsel, Farm Credit Administration,
McLean, VA 22102-5090, (703) 883—
4020, TTY (703) 883-4056.
SUPPLEMENTARY INFORMATION:

1. Objectives

The objectives of this proposed rule
are to:

e Improve the organization and
readability of FCA appraisal and
evaluation regulations;

¢ Clarify expectations for internal
controls in appraisal and evaluation
practices;

e Expand authorities on using various
sources of appraisers and evaluators as
well as specifically authorizing use of
automated valuation tools; and

e Update existing terminology and
make other grammatical changes.
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II. Background

The prevailing body of law for
conducting collateral appraisals and
evaluations in financial transactions is
Title XI of the Financial Institutions
Reform, Recovery, and Enforcement Act
of 1989 (FIRREA).! Title XI of FIRREA
created the Appraisal Subcommittee
within the Federal Financial Institutions
Examination Council (FFIEC) 2 to
provide federal oversight of state
appraiser regulatory programs. Title XI
of FIRREA also requires certain
federally regulated lending institutions
to use appraisers that are either state
certified or state licensed under the
Uniform Standards of Professional
Appraisal Practice (USPAP).3 USPAP
provides standards and qualifications
for real estate appraisers and provides
guidance on recognized valuation
methods and techniques for all
evaluation professionals.

The Farm Credit Act of 1971, as
amended (Act) 4 charges FCA with
issuing regulations establishing loan
security requirements and the manner of
conducting collateral security reviews.5
The Act requires System direct lenders
to determine the value of loan security
“by appraisal under standards
prescribed by the [institution] in
accordance with [FCA] regulations.” 6
FCA is further tasked with examining
the quality and sufficiency of collateral
used to secure System loans.” Because
these provisions within the Act existed
before passage of FIRREA—and for other
reasons—Congress exempted the System
from Title XI of FIRREA, including
following USPAP. However, FCA’s
present collateral evaluation rules are

1Public Law 101—73, 103 Stat. 183, 12 U.S.C.
3331 et seq. (1989).

2The FFIEC was created in 1979 through Title X
of Public Law 95-630 and is composed of
representatives from the following federal financial
regulators: Board of Governors of the Federal
Reserve System, Federal Deposit Insurance
Corporation, National Credit Union Administration,
the Office of the Comptroller of the Currency, and
Consumer Financial Protection Bureau. As the
federal safety and soundness regulator of the
System, the Farm Credit Administration is not a
member of the FFIEC.

3 Title XI of FIRREA also requires appraisals used
in connection with certain real estate-related
financial transactions entered into by financial
institutions to be written and conform to the
appraisal standards promulgated by the Appraisal
Standards Board of the Appraisal Foundation, as
well as prescribes which categories of federally
related transactions must have appraisals performed
by a State certified appraiser and those where a
State licensed appraiser may be used.

4Public Law 92-181, 85 Stat. 583.

5 See, for example, sections 1.10(a)(3), 5.17(a)(6),
and 5.17(a)(7) of the Act.

6 See, for example, section 1.10(a)(3) of the Act
(12 U.S.C. 2018(a)(3)).

712 U.S.C. 2252(a)(6) and (a)(7).

generally similar, although not
identical, to FIRREA requirements.

In 1992, FCA issued subpart F of part
614, ‘“Collateral Evaluation
Requirements”’, which sets forth
minimum regulatory standards for
performing appraisals and evaluations
of collateral securing extensions of
credit (lending and leasing) by Farm
Credit banks and associations.8 The
1992 rulemaking applied many of the
evaluation standards used by the
banking industry under Title XI of
FIRREA, including requiring the use of
USPAP in certain loan transactions.® In
deciding to use these standards where
appropriate, FCA determined the
underlying policy behind Title XI of
FIRREA was relevant to the System’s
operations, particularly for ensuring that
reports on collateral values accurately
reflect the current market value of
collateral at the time of a credit decision
and that those values be recognized as
valid within the financial sector.
However, our regulations differ from
Title XI of FIRREA and USPAP where
needed to address the unique
cooperative structure of the System and
to address specific provisions in the
Act. For example, Title XI of FIRREA
provides that no USPAP appraisal is
required for a loan secured by real estate
when that loan is made based on
cashflow and not the value of real estate
collateral (i.e., abundance of caution
collateral). The System cannot use this
exception for loans made under the
authorities of Title I of the Act because
those loans require a first lien on the
real estate. Meaning those loans would
never be made without consideration of
the real estate collateral’s value.

Collectively, subpart F of Part 614 has
not been updated in over 25 years.10 As
System institutions move toward
increased use of fee appraisers and
technology in loan making, we believe
it is time to update our requirements for
collateral appraisals and evaluations.
We also believe our regulations should
be updated to reflect the increased
importance internal review and controls
play in today’s lending environment.
Internal controls are an integral part of
managing lending programs. Internal
controls are also necessary to protect

857 FR 54683, Nov. 20, 1992.

9FCA is not a FFIEC regulatory agency and
therefore not required to follow FFIEC standards.
However, we consider the policy positions of other
regulators to decide if we should follow them or
take a different approach if appropriate to
implement the requirements and expectations of the
Farm Credit Act of 1971, as amended.

10FCA regulation § 614.4265 on valuing real
estate was modified in 2006 to increase the business
loan exception allowing evaluations instead of
USPAP-compliant appraisals for transactions under
$1 million. 71 FR 65387, Nov. 8, 2006.

safety and soundness operations where
institutions engage in credit programs
using minimum information or where
institutions move away from the use of
staff appraisers and evaluators.

III. Section-by-Section Analysis

We discuss the specifics of our
proposal below in the same order as
they would appear in the regulation.

A. Organization

We propose general language changes
to subpart F of Part 614 to enhance
readability. We intend no change in the
meaning of the affected regulatory
provisions unless specifically stated in
the discussions of those provisions. We
also propose reorganizing existing
provisions to consolidate like items,
remove redundancy, and add clarity.

1. Section Consolidations

Among these proposed organizational
changes are:

e Consolidating into § 614.4250 the
existing basic appraisal and evaluation
policies and standards of §§ 614.4245(a)
and 614.4250(a) and proposing revisions
to these policies and standards.

¢ Revising and consolidating into
§614.4255 the existing appraiser and
evaluator independence requirements of
§§614.4255, 614.4260(e), and 614.4267.

e Merging the existing contents of
§614.4266(a) and (b) into § 614.4260, to
address in one section the evaluation
requirements for all chattel, including
personal and intangible property, while
also revising the existing provisions of
§614.4266.

e Revising § 614.4250 to add a
discussion of internal controls for
valuing collateral.

¢ Consolidating the existing appraisal
and evaluation requirements of
§§614.4260, 614.4265, and 614.4266
into §§614.4260 and 614.4265, as
appropriate for the type of collateral
under discussion.

¢ Adding a new §614.4270
discussing the use of appraisal and
evaluation tools, including computer-
based models.

e Moving to new §614.4275 the
existing contents of § 614.4260(d)
regarding our authority to require
appraisals and evaluations and
proposing clarifications.

2. Section Removals

We propose deleting as obsolete or
redundant the exiting requirements of:

e §§614.4250(b) and 614.4245(b), (c),
and (d);

e §614.4260(a); and

o §§614.4265(g) and 614.4266(d).
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3. Section Headings

In keeping with proposed
reorganizational changes, we propose
renaming the subpart and its section
headings as follows:

Subpart F—Collateral Appraisal and
Evaluation Requirements

§614.4240 as “Definitions”;

§614.4245 as “General”’;

§614.4250 as ‘“‘Policies, standards,
and internal controls for valuing
collateral”;

§614.4255 as “Appraiser and
evaluator qualifications and
independence”’;

§614.4260 as ‘“Valuing business
chattel, personal, and intangible
property’’;

§614.4265 as ‘“Valuing real property’’;

§614.4270 as “Appraisal and
evaluation tools”’; and

§614.4275 as ‘“‘Reservation of
authority”.

B. Definitions [Existing § 614.4240]

We propose general grammatical
changes to certain terms in § 614.4240 to
enhance readability. We intend no
change in the meaning of the affected
terms unless specifically stated. We also
propose clarification, removal, or
addition of certain terms as discussed
below.

1. Clarifications

As a general matter, we propose
adding introductory language
explaining how certain terms (e.g.,
paper, record, provide) may be
interpreted to permit the electronic
equivalent if allowed under our e-
commerce regulations in part 609. We
add this clarification to reduce
questions on how technology
adaptations in daily business activities
are to be treated.

We propose clarifying changes to the
following definitions:

a. “Abundance of Caution”

We propose replacing the phrase ‘““real
estate” with “asset” when discussing an
item taken out of an abundance of
caution. We propose the change to
recognize that not all collateral taken
out of an abundance of caution is in the
form of real estate. System lenders may
hold collateral taken in an abundance of
caution for real estate and non-real
estate financial transactions. As a
conforming change, we also propose
replacing a reference to collateral
required by regulations or the
institution policies with a reference to
assets legally required to secure the type
of credit being extended. This change is
intended to capture the variations in
loan underwriting requirements, which

allow for secured and unsecured
lending in certain situations. However,
the proposed clarification does not
change legal requirements to take real
estate as security for financing offered
under Title I of the Act nor allow real
estate taken as collateral for Title I
lending to be considered an abundance
of caution type of security.

b. “Appraisal”

We propose clarifying that the term
“appraisal” means USPAP compliant
valuations of real estate completed by
either a state licensed or state certified
appraiser. We propose this change as
part of our objective to clarify our
regulations by restricting the term
“appraisal” to always mean a USPAP
compliant real estate valuation. The
proposed change would prevent using
the term to identify non-USPAP
valuations, including values assigned to
non-real estate. We caution readers that
our regulatory definition of “appraisal”
is not meant to define the term as used
in the Act. Instead, we believe both
regulatory terms of “appraisal” and
“evaluation” represent the appropriate
interpretation of how the single term
“appraisal” is used in the Act.

c. “Business Loan”

We propose adding cooperatives to
the list of borrowing entities in
recognition of lending authorities
contained within Title IIT of the Act. In
doing so, we propose changing the order
of the list to aid in readability.

d. “Evaluation”

We propose clarifying changes to the
meaning of “evaluation” to explain an
evaluation is in writing and presents an
independent and impartial opinion of
market value supported by relevant
information. This clarification would
remove the necessity of repeating
throughout subpart F that evaluations
need to be in writing and prepared by
independent evaluators.

e. “Evaluator”

We propose changing the existing
term “qualified evaluator” to
“evaluator”, using the same definition
but with slight modifications. The term
as proposed would explain an evaluator
must always be qualified for the
evaluation assignment by being trained
and experienced in identifying values
for the types of assets under review. For
purposes of business chattel, personal
and intangible property collateral
evaluations, the term would continue to
include eligible bank or association
staff, certified public accountants,
equipment dealers, grain buyers,

livestock buyers, auctioneers, and other
industry experts.

f. “Fee Appraiser or Fee Evaluator”

We propose clarifying the term to
mean either an appraiser or evaluator of
assets who is not employed by the
System lender but acts as a third-party
contractor. We make this change to
further distinguish the term from
appraisals or evaluations prepared by
staff of the System lender. We also
propose removing the last sentence of
the existing definition that applies to
personal and intangible evaluations.
Instead, we propose moving that
sentence to the term “‘evaluator.” In this
definition we also propose conforming
changes to use new or revised terms
being proposed, such as replacing
“Farm Credit System institution” with
“System lender.”

g. “Highest and Best Use”

We propose clarifying changes to the
term “highest and best use” to explain
it means the legal use of the asset and
to remove language that gives the
impression the term only applies to real
estate and not other collateral.

h. “Personal Property”

We propose a clarifying change to the
definition of “personal property” to
exclude business chattel. As proposed,
the term “personal property”” would
refer to moveable non-real estate
property that is not in the form of
equipment, livestock or crops. We
propose the distinction to facilitate
proper valuation of business chattel,
which is commonly used as security for
System financing, from other forms of
chattel, such as household goods, which
require different valuation efforts and
resources. As a conforming change, we
also propose adding a new definition for
“business chattel”’, which is discussed
in section III.B.3 of this preamble.

i. “Real Estate or Real Property”’

We propose adding ““or real property”
to the existing term “real estate” to
recognize the interchangeable use of the
two terms. We also propose clarifying
that the term includes fixtures,
easements, rights of way, and other
rights commonly attached to the land
(e.g., mineral, water, gas, timber). We
make this clarification to ensure
appropriate identification and value
adjustments for these items are part of
the appraisals or evaluations of real
estate. As a conforming change, we
propose deleting the existing separate
definition for the term ‘“‘real property.”
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j. ““State Certified Appraiser”

We propose clarifying and conforming
language to the definition of “state
certified appraiser” that explains no
person will be accepted as meeting the
FCA definition unless that person
passed a state-administered examination
equivalent to those exams conducted
under the jurisdiction of the FFIEC
appraisal subcommittee. Currently, the
definition makes a definitive statement
of who is or is not a “‘state certified
appraiser.” Because FCA does not
actually certify any appraisers, we
believe the clarification is necessary.

2. Removals and Relocations

First, we propose moving the terms
““cost approach”, “income capitalization
approach”, and ‘“‘sales comparison
approach” from the definitions
contained in § 614.4240 and
incorporating them into proposed
§614.4265, discussing real estate
appraisals. This proposed movement
should facilitate compliance with the
requirements of real estate appraisals by
keeping the definitions with the terms
in the only place they are used within
the rule.

Next, we propose deleting the term
“Appraisal Foundation” because it is
not used in the proposed rule text. We
also propose removing the term
“valuation” as the term has become a
point of confusion. Currently, the term
is defined as an evaluation that is not an
appraisal. We propose removing this
term and its definition, leaving only the
terms “‘evaluation” and “‘appraisal”. In
conformance with this proposed change,
we also propose revisions to the
definitions of “evaluation” and
“appraisal”’, drawing a distinction
between the two types of reports. That
proposed distinction would use the
term “‘appraisal” only for USPAP
compliance reports valuing real estate.
All other reports of value, including
those for business chattel, other
personal property and intangible
property, would be “evaluations.”

3. Additions

We propose adding six terms that
would apply to all of subpart F, unless
otherwise stated in the regulations.
First, we propose adding a definition for
“appraiser” to limit application of the
term to only those persons state-
certified or state-licensed under USPAP
guidelines. The term as proposed would
also specify that an appraiser has
demonstrated experience in identifying
values for real property under USPAP.
We add this term as part of our efforts
to differentiate USPAP required values
from evaluations of non-real estate.

Second, we propose adding a
definition of “‘automated valuation
model” or AVM, explaining it means a
computer-based program that estimates
a property’s market value based on
certain factors. As proposed, the
definition would also explain certain
sub-set models used for particular
assets. We propose adding the term to
make clear what constitutes an
automated model, selecting a
description closely aligned with the
definition used by the FIRREA agencies.
We chose to use a definition similar to
FIRREA agencies in recognition that
vendors of most AVMs design their
models to comply with FIRREA
standards.

Third, we propose adding a new
definition for “business chattel” that
would apply to property kept for the
carrying on of any agricultural activity,
such as production or use in the farming
of land. We believe adding the
definition will help eliminate confusion
with other forms of chattel not in the
form of equipment, livestock or crops
(i.e., household goods, personal
property). We propose the distinction to
facilitate proper valuation of business
chattel separate from other chattel that
may not be subject to a lienhold by the
System lender. The new definition of
“business chattel” would explain it also
applies to both livestock (any creature
not in the wild but regarded as an asset)
used to produce food, wool, skins, fur
or similar purposes, and crops (growing,
harvested, or in storage) kept for
production or use in the farming of land
or the carrying on of any agricultural
activity.

Next, we propose adding a definition
for “intangible property” to clarify the
term refers to valuable items that are not
physical in nature (i.e., copyrights,
trademarks, goodwill, brand names,
etc.). As discussed earlier, this proposed
change would include a conforming
change to the existing definition of
“personal property.”

Fifth, we propose adding a definition
of “Other Financing Institutions (OFI)”,
using a definition consistent with that
used in other regulations.?* We propose
specifically including the OFI definition
to recognize the requirements of 12 CFR
part 614, subpart P that OFIs comply
with System underwriting standards,
including collateral evaluation
requirements.

Lastly, we propose adding a definition
of “System lender”, using a definition
consistent with the existing collateral

11“QFI” is defined elsewhere in our regulations
to mean other financing institutions that have
established an access relationship with a Farm
Credit Bank or an agricultural credit bank under
section 1.7(b)(1)(B) of the Act.

evaluation regulations explaining
subpart ] of 12 CFR part 614 applies to
any System institution engaged in
lending or leasing activities secured by
collateral. This proposal would add
greater readability to the rule through
the use of one term rather than the
existing use of several terms (identifying
various types of System institutions)
explaining who is responsible for
obtaining an appraisal or evaluation of
collateral used to secure an extension of
credit. We believe our proposed use of
the term “System lender” is in keeping
with the appraisal requirements of the
Act.

B. General [Proposed § 614.4245]

We propose § 614.4245 be an all-
purpose section identifying the
minimum expectations applicable to
every collateral appraisal or evaluation.
As part of the restructure, we propose
moving existing § 614.4245(a) to another
section and deleting, due to
redundancy, the exiting requirements of
§614.4245(b), (c), and (d), along with
other proposed changes.

1. Required Appraisals and Evaluations
[Proposed § 614.4245(a)]

We propose adding as new
§614.4245(a) the general rule that all
collateral must be valuated via an
evaluation or appraisal. This is not a
new requirement, but rather a
clarification of FCA’s long-standing
position that collateral securing a loan
must be assigned a value. FCA issued an
Informational Memorandum containing
this clarification in 2016 after our
examination staff identified some
institutions held the belief no valuation
was required in certain credit
transactions for certain types of
collateral.12 We recognize that non-real
estate collateral may not always be a
primary consideration or factor in
determining creditworthiness. However,
we believe that all security, including
property taken out of an abundance of
caution, should be properly valued. We
also recognize failing to assign a market
value to all collateral may negatively
affect capital treatment, servicing
decisions and loan classifications, as
well as create borrower confusion if the
property is later assigned the true
market value because it has become
essential to the credit. Therefore, FCA
believes that whenever property is used
to secure a loan, a market value must be
assigned and supported by an appraisal
or evaluation.

12 FCA Informational Memorandum, “Guidance
on Addressing Personal and Intangible Property
within Collateral Evaluation Policies and
Procedures (§ 614.4245)”, dated August 29, 2016.
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Also, we propose that, at a minimum,
an appraisal or evaluation be obtained
both when filing a lien against the
property and when the lender expects to
take liquidation actions. Ensuring an
asset’s value is the current market value
at the identified times ensures credit
decisions are using the best data
available. As proposed, the rule would
also require System lenders to act at
other times to ensure existing values are
adjusted when there are market
fluctuations.

2. Format and Minimum Content
Requirements [Proposed § 614.4245(b)]

We propose clarifying, reducing, and
consolidating the existing minimum
expectations for appraisals and
evaluations into new § 614.4245(b).
First, we propose adding a provision
that explicitly requires appraisals to
follow USPAP format requirements.
Next, we propose adding language
recognizing that an evaluation’s format
presentation will depend on the type of
asset being valued and the tools and
data sources used to set the value. For
example, if equipment is being valued
using an AVM, the evaluation format
may be a computer screen shot of the
recommended market value when that
screen shows all the required
information. Alternatively, the
evaluation format may consist of several
different documents with a cover
synopsis. We propose this flexibility in
recognition of the variety of data sources
available and the different ways in
which that data is obtained.

We are also proposing to establish
minimum content requirements needed
to support the final opinion of value.
We propose using some existing content
requirements and removing others in
the process. The existing content
provisions come from §§614.4245(a)
and 614.4250(a). As part of this
consolidation, we propose grammatical
changes as well as a few additional
changes. As proposed, new
§614.4245(b) would require that all
appraisals and evaluations:

e Have enough details to describe the
asset, including relevant characteristics;

¢ Provide information to aid the
reader in ascertaining the
reasonableness of the value; and

e Identify the data sources used for
setting the value, such as including the
name and version of any AVM or other
published source data used.

When applicable, we also propose that
the appraisal or evaluation include a
statement that different appraisal or
evaluation standards were used but use
of those standards was not a result of
any prohibited discriminatory factors.

We propose these requirements to
provide the reader of the report with
sufficient information as to how the
appraiser or evaluator chose the final
market value and to provide some
assurance on the validity of the process
used to reach a final value so that it is
recognized by other lenders as a fair
market value.

3. Age of Appraisal or Evaluation
Reports [Proposed § 614.4245(c)]

We propose a new provision
addressing when to obtain a new
appraisal or evaluation (outside the two
events proposed under § 614.4245(a)).
We are not proposing specific
evaluation or appraisal age requirements
at this time. Instead, proposed
§614.4245(c) would respect the existing
practice of allowing appraisals and
evaluations to be updated pursuant to
the System lender’s policies. This
would include updating benchmarking
methodologies used to track and
identify market conditions for a specific
type of asset. However, we propose
adding a requirement that an appraisal
or evaluation may only be used if the
reported value reflects market
conditions at the time the value is used
by the lender.

We had considered regulating the age
of appraisals and evaluations but
decided a fixed age may not capture
market changes in an appropriate
timeframe. Instead, we believe each
System lender is in a better position to
identify upward and downward
movement in market conditions within
its territory. For that reason, we
maintain high expectations that each
System lender will incorporate within
its appraisal and evaluation policies and
procedures timely reviews of collateral
value.

4. Using the Appraisal of Another
Lender [Proposed § 614.4245(d)]

We propose moving the existing
provision regarding sharing fee
appraisals among System institutions
from § 614.4255(d) to § 614.4245(d). We
also propose expanding this authority to
cover all types of real estate appraisals
when the applicant or borrower
consents. The ability to share collateral
appraisals and/or evaluations for the
sale and purchase of loans under
subpart H of part 614 is unaffected by
this proposal as System lenders are
expected to address the sharing of
collateral appraisals and/or evaluations
in those transactions through their
purchase of interests in loan agreements
under § 614.4325(c)(3), as appropriate
and necessary to satisfy underwriting
criteria.

As proposed, a System lender may
use the real estate appraisals of other
lenders when the lender obtaining the
appraisal will not be extending the
requested credit and agrees to transfer
the appraisal. FCA believes that it
would be beneficial to System
institutions and serve as a cost-savings
measure for applicant to allow sharing
appraisals among System lenders when
one or more are involved in a credit
transaction. To preserve the quality of
the transferred appraisal, we propose
retaining the existing requirement that
such transfers may only occur with
other System lenders or lenders subject
to Title XI of FIRREA. Additionally, we
propose that the System lender
receiving the transferred appraisal
assume responsibility for verifying the
accuracy of the appraisal.

5. Releasing Appraisal or Evaluations
[Proposed § 614.4245(e)]

We propose adding a provision on the
release of appraisals and evaluations to
applicants and borrowers. We are
proposing this provision to further
implement the requirements of section
4.13A of the Act, which provides that
borrowers have the right to obtain
reports valuing their assets anytime
during the life of the loan. Specifically,
borrowers must be given, when
requested, “‘copies of each appraisal of
the borrower’s assets made or used by
the qualified lender.” 13 Additionally,
we propose language specifying that a
System lender is to release a copy of the
collateral appraisal or evaluation to the
applicant or borrower when issuing an
adverse credit decision that relies in
whole or part upon collateral values.
This provision would align with
provisions in Part 617 and our guidance
regarding the contents of adverse credit
decisions.

As proposed, appropriate duplication
fees may be charged when more than
one copy is given, excepting those
copies included with notice of an
adverse credit decision. We also
propose that System lenders provide a
copy of a collateral appraisal or
evaluation within 7 days of the request.
We are proposing a fixed time to ensure
that applicants and borrowers receive
the report within a reasonable time. We
propose 7 calendar days in
consideration of other regulatory
timeframes where the asset’s value may
affect an applicant’s or borrower’s
decision making or review rights.

In coordination with our proposed
language on evaluation presentation
format (§ 614.4245(b)), we propose that
the appraisal or evaluation copies

1312 U.S.C. 2200.
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provided to applicants and borrowers
contain all the information required by
regulation or USPAP. These copies
serve an essential role in an applicant’s
or borrower’s decision on whether to
challenge the value assigned an asset
before the Credit Review Committee
(CRQ). Ensuring the applicant or
borrower receives the relevant
information forming the appraisal or
evaluation will also fulfill Congressional
intent behind section 4.13A.
Additionally, we believe that the
information provided in the
documentation should be presented in a
manner that is easily understood by the
applicant or borrower.

6. Recordkeeping [Proposed
§614.4245(f)]

We propose adding a requirement on
the amount of time System lenders are
required to maintain appraisal and
evaluation reports. As proposed, a
lender’s general recordkeeping policies
would apply to appraisals and
evaluations, except the lender would be
required, at a minimum, to maintain
them for the same duration as the
related credit file. We also specifically
propose that the lender preserve the
data set used in establishing the value
in effect as of the date of the appraisal
or evaluation. Our proposal is intended
to ensure that the appraisals and
evaluations used in the credit process
are preserved in case questions arise
about the credit decision that may lead
back to asset values and to inform
whether any updated value is required.
Additionally, the proposed requirement
to retain the data source(s) used for an
appraisal or evaluation reconciles this
provision with proposed § 614.4245(e).
Under new § 614.4245(e) we propose
requirements addressing the statutory
authority of a borrower to request, at
any time during the borrowing
relationship, copies of all appraisals
and/or evaluations used by the System
lender.

C. Policies, Standards, and Internal
Controls [Proposed § 614.4250]

We propose consolidating into
§614.4250 the existing requirement that
System lenders develop policies and
standards for conducting appraisals and
evaluations. The current requirements
are located in §§614.4245(a) and
614.4250(a). As part of this
consolidation, we propose additional
requirements and conforming changes.

1. Policies [Proposed § 614.4250(a)]

As proposed, § 614.4250(a) would
contain the existing requirement that
System lenders adopt and maintain
written policies on when and how to

issue collateral appraisals or
evaluations. The rule further proposes
required minimum contents for the
policies, including:

e Addressing when an evaluation
instead of an appraisal will be used
(where the regulations allow a choice);

o Establishing the frequency and
timing of when to complete either an
appraisal or evaluation;

¢ Monitoring market conditions;

e Authorizing or prohibiting the use
of shared appraisals or using out-of-
territory fee appraisers and evaluators;

e Setting parameters for using AVMs
and other tools;

¢ Verifying the independence of those
performing the valuation functions;

e Prohibiting any practice that would
base an appraisal or evaluation on a
requested minimum value or loan
amount; and

e Outlining internal controls needed
to ensure compliance with relevant laws
and regulations.

We believe these minimum
requirements provide the basic
foundation for a good appraisal and
evaluation policy.

Further, we propose requiring Farm
Credit banks to address within their
collateral appraisal and evaluation
policies OFI compliance with those
policies. Elsewhere in our regulations,
OFTI lending activities that are
discounted with a Farm Credit bank are
required to follow relevant policies and
procedures contained in subpart P of 12
CFR 614. We believe specifically
addressing OFIs in the collateral
regulations and related institution
policies will facilitate compliance with
those regulations.

2. Standards [Proposed § 614.4250(b)]

We propose § 614.4250(b) contain the
existing requirement of § 614.4250(a)
that System lenders adopt and maintain
written standards for appraisals and
evaluations. In addition, we propose
requiring those standards be designed to
represent current market values to
protect the lender’s interest in
maintaining adequate loan collateral.
The rule would continue to identify
minimum items the standards must
address, including support for the
identified market value, the selection
process for appraisers and evaluators,
continuous monitoring of market
conditions, and addressing inspections
of the subject property. The level of
information each System lender requires
within these standards is expected to be
specific to the type and nature of the
collateral securing the loan. A System
lender might also include addressing
what it considers appropriate evaluation
techniques for complex and specialized

assets or high-risk transactions. When
valuing complex and specialized assets,
additional information addressing the
unique characteristics and conditions
affecting the market value of such assets
demands providing more than the
minimums proposed to ensure a reader
of the evaluation receives sufficient
information on how the value was
established. We believe the System
lender is in the best position to
determine the level of this additional
information given territorial
considerations.

When considering how and in what
manner to conduct property
inspections, we expect the lender to
include controls addressing the
accuracy and integrity of the
inspections. We are aware industry
practices continue to place increased
reliance on various types of technology
to enhance or replace the physical
inspection process. When other
methods such as these are used,
additional controls may be necessary to
validate the data’s accuracy. While we
have not proposed prohibiting the use of
such technology, we continue to believe
physical inspections are the most
appropriate method to verify assets in
most cases.

3. Internal Controls [Proposed
§614.4250(c)]

We are proposing § 614.4250(c)
address internal controls in managing
the collateral appraisal and evaluation
process. We propose that each lender
have written internal control policies
and procedures specifically designed for
the collateral appraisal and evaluation
process. We believe the internal controls
process for collateral valuations should
be designed to protect the integrity of
those values and the process by which
they are determined. We propose
requiring the controls include
safeguarding the independence of those
setting values from the credit process,
verifying the condition of the asset
being valued, and recognizing and
reacting to changes in market
conditions.

We recognize that existing § 618.8430
contains general requirements for
internal controls in collateral valuations
and other processes, but we believe
there is a need for greater clarity on
what the internal controls for collateral
valuations should contain. We are not
proposing any changes to §618.8430
and do not intend for the proposed
§614.4250(c) to replace or supersede it.
Instead, we intend proposed
§614.4250(c) as an elaboration on the
requirements of § 618.8430. As such, we
encourage commenters to advise us if
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they read any conflict between the two
provisions.

D. Appraiser and Evaluator
Qualifications and Independence
[Proposed § 614.4255]

We propose consolidating into new
§614.4255 the existing appraiser and
evaluator independence standards from
§§614.4255 and 614.4267. We also
propose that System lenders verify an
appraiser’s or evaluator’s competency to
value the type of collateral under
review. In addition, we propose several
clarifying changes to existing conflict of
interest prohibitions for a lender’s staff.
As proposed, § 614.4255(b) would
require lenders to establish written
standards setting forth how
independence from the credit decision
will be determined. We had considered
removing the ability of a single person
to both establish the collateral value and
make the related credit decision.
However, we are mindful there are
smaller associations or service offices
where complete separation may not be
possible. Also, we took into
consideration the use of automated
credit approval processes. As a result,
we are not proposing to remove the
current regulatory authority allowing
one person to perform the valuation and
credit function. However, we propose
that those System lenders choosing to
embrace such a practice implement a
secondary review. We are proposing in
§614.4255 (b) that a secondary review
occur either before credit approval or
soon after loan closing. We believe
System institutions already have the
policies and procedures in place to
address this requirement. Additionally,
we propose in § 614.4255(b)(3) and (4)
that a review of that person’s work be
conducted by someone separate from
the credit transaction and the CRC. We
also propose clarifying language that the
CRC may not be treated as a secondary
review source. Notwithstanding this
proposed provision, all aspects of the
proposed § 614.4255(b) would remain
applicable to System lenders allowing a
single person to both establish the
collateral value and make the related
credit decision.

Finally, we propose moving existing
prohibitions on who may perform
collateral appraisals and evaluations to
new § 614.4255(c). We also propose
clarifying that the existing prohibition
against a fee appraiser or fee evaluator
having a financial interest in the loan or
subject property does not include fees
earned for valuation services. In
addition, we propose expanding the
existing prohibition against directors,
officers and employees of the System
lender performing real estate appraisals

and/or evaluations to include all assets
where that person has a direct financial
interest in the asset being valued. We do
not propose extending this prohibition
to those appraisals or evaluations
prepared by the lender’s staff where the
staff is engaged in marketing, lending,
collection, or credit decision process,
but holds no financial interest in the
asset and the appraisal or evaluation is
subject to the aforementioned secondary
review.

We propose new language in
paragraph(c)(6) to prohibit directors,
officers and employees of the System
lender from serving on the CRC when
that same director, officer or employee
performed an appraisal or evaluation
that is under review by the CRC. To
ensure continued independence in the
valuation process, we believe it is
important to restrict those performing
the appraisal or evaluation from serving
on the CRC when a credit decision
involving the appraisal or evaluation
prepared by that person is under review
by the CRC.

E. Valuing Business Chattel, Personal,
and Intangible Property [Proposed
§614.4260]

We propose renumbering existing
§614.4266 as new §614.4260 and
keeping the existing requirements of
§614.4266 that chattels are valued using
market-values and contain detailed
descriptions of the chattel as well as
identify the source(s) used to set the
value. We also propose providing a
nonexclusive list of acceptable sources.
Additionally, we propose adding
language to make clear that evaluations
of business chattel, personal and
intangible properties must use
recognized techniques and sources
when deriving the final value. We
believe limiting the manner of
identifying values to recognized
techniques and sources helps ensure the
accuracy of assigned values, which in
turn strengthens the soundness of the
related credit decision. It also furthers
the likelihood of those evaluations being
recognized as valid market values
within the financial sector. As a
conforming change, we propose adding
language to reference the proposed
regulatory sections on minimum
content, borrower access, and record-
keeping for chattel evaluations.
However, for intangible property, we
propose keeping, with slight
modification, the existing requirements
from §§614.4250(a)(6) and 614.4266(c)
that evaluations of intangible property
include discussion of the asset’s
marketability.

In developing this proposed rule, we
considered proposing a ““score card”

exemption or, in the alternative, a
reduced analysis for chattel taken out of
an abundance of caution. Ultimately, we
concluded that Congress expected all
forms of chattel to be valued when
making a loan. Within the Act, Congress
established certain loan making actions
to ensure safe and sound credit
decisions and provided legal rights for
borrowers regarding collateral. To
satisfy these congressional requirements
and expectations, all collateral needs a
substantiated value. This is true
particularly when an applicant seeks to
challenge the value through the CRC
process.?* Even though we have not
proposed any exemptions or offered
special provisions for chattel taken out
of an abundance of caution, we believe
our proposal to allow the expanded use
of AVM and other source data
procedures and our proposed changes in
documentation required for chattel
evaluations serve to address the
majority of concerns expressed on the
interaction of chattel evaluations and
automated loan processes.

F. Valuing Real Property [Proposed
§614.4265]

We propose revising the current
requirements of § 614.4265 by
consolidating like provisions currently
located in § 614.4260, reorganizing and
clarifying content, and adding some
additional requirements.

1. General [§614.4265(a) and (b)]

We propose clarifying in § 614.4265(a)
that all real estate collateral must be
appraised unless an evaluation is
specifically permitted by new
§614.4265(c). We propose moving to
new §614.4265(b) the existing
requirement of § 614.4260(b)(2) that if a
real estate-related financial transaction
is over $1 million dollars, then only a
state certified appraiser may issue the
appraisal report for the real estate
security. We also propose removing the
existing § 614.4260(b)(1) requirement
that appraisals for transactions over
$250,000 be completed by state-licensed
or state-certified appraiser. Our other
proposed changes, such as to the
definition of “appraisal,” remove the
need for this provision.

2. Permitted Use of Real Estate
Evaluations [Existing § 614.4260(c);
Proposed § 614.4265(c)]

We propose moving to new
§614.4265(c) the existing exceptions in
§614.4260(c) for when an evaluation of

14 Section 4.14 of the Act provides that applicants
and borrowers may obtain a review of appraisals
and evaluations used in the loan making or loan
servicing decision by obtaining an independent
evaluation and presenting it to the CRC.
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real estate may be used instead of an
appraisal. We also propose adding
clarifications to their use because over
the years we have had to issue guidance
and address questions on the meaning
and applicability of the regulatory
exceptions. We intend no change to the
original scope of the exceptions unless
otherwise provided for in the regulation
and as explained in this preamble.
Specifically, we are proposing to keep
the existing authorization to issue an
evaluation, not an appraisal, for real
estate collateral in the following loan
transactions when use of an exception is
justified.

a. Transactions Valued at or Below
$250,000

We propose moving the existing
exception in § 614.4260(c)(1) for
transactions that do not include a
business loan and which are valued at
or below $250,000 to new
§614.4265(c)(1) and naming it “non-
business loan transactions”.

b. Business Loan Transactions

We propose moving the existing
exception in § 614.4260(c)(2) for
transactions that are business loans
valued at or below $1 million to new
§614.4265(c)(2) and naming it
“business loan transactions”. Those
persons eligible for the business loan
exception include individuals,
corporations, sole proprietorships, et al.
that meet the eligibility requirements of
FCA regulations §§ 613.3000(b),
613.3010, and 613.3020.

Additionally, we clarify that we
propose no change to this exemption
being used for first-lien real estate taken
under 12 U.S.C. 2018(a). The value of
this first-lien security is used to
establish the Loan-to-Value lending
ratio (LTV) and so the Act requires it to
be “appraised” because Congress
intended values used in the LTV be
strong and supportable. When
developing the existing rule in 1992, we
set in §614.4265 the minimum
requirement that all real estate
evaluations determine market value
after analyzing the property’s value
under three approaches: Income
capitalization, sales comparison, and
cost. This was to afford System lenders
use of the FIRREA business loan
transaction exemption for first-lien real
estate taken under 12 U.S.C. 2018(a)
while also satisfying the requirements of
the Act. For that reason, in this
rulemaking we propose no changes to
allowing use of the business loan
transaction exemption for first lien real
estate taken under 12 U.S.C. 2018(a). In
coordination with this, we propose no
change in the requirement to use three

approaches when either appraising or
evaluating real estate, as discussed in
the following preamble section IIL.F.3.,
“Determining value.”

We are proposing changes to one of
the conditions for using the business
loan exception. Currently, our
regulations state that the repayment of
the business loan cannot be dependent
on income derived from the sale or cash
rental of real estate as the primary
source of repayment if using the
exception. We are proposing to relax
this limitation by restricting it to
repayment coming from cash rental
from nonagricultural operations. That is,
we propose allowing business loan
transactions at or below $1 million to
use evaluations when repayment of the
loan is from rental income derived from
agricultural sources. We believe renting
land for agricultural purposes should
not prevent use of this exception.
Farmers or ranchers who receive cash
rents from production on agricultural
land should not have to bear the cost of
an appraisal solely because the
repayment of their loan is from cash
rents off that land. This includes those
farmers or ranchers who have set aside
land and receive conservation payments
from a federal or state program.

c. Subsequent Loan Transactions

We propose moving the existing
exception in § 614.4260(c)(5) for
subsequent transactions that do not
involve new collateral or new monies to
new §614.4265(c)(3) and naming it
“subsequent loan transactions”. We
propose clarifying changes to the
existing language, but propose no
material change to this exception.

d. Pooled Loan Transactions

We propose moving the existing
exception in § 614.4260(c)(6) for loan
transactions where a System lender
purchases an interest in a loan or pool
of loans to new §614.4265(c)(4) and
naming it “purchased loans”. We
propose clarifying changes to existing
language, but propose no material
change to this exception.

e. Guaranteed Loan Transactions

We propose moving the existing
exception in § 614.4260(c)(7) for loan
transactions involving a U.S.
Government guarantee to new
§614.4265(c)(5) and naming it “U.S.
Government guarantee”. We propose
clarifying changes to existing language,
but propose no material change to this
exception. Specifically, we propose
clarifying the exception’s applicability
by converting the existing single
sentence into two separate sentences:
One for purchased loans already having

a guarantee and one for when the lender
is making the loan with a guarantee. We
believe this clarification will facilitate
use of the exception.

f. Additional Security in a Loan
Transaction

We propose moving and consolidating
the existing exceptions in
§614.4260(c)(3) and (c)(4) for loan
transactions involving real property that
is either not required by law or is taken
for a purpose other than the land’s value
to new §614.4265(c)(6), ‘“Additional
security”. As proposed, an evaluation
process would be available for real
estate taken under an abundance of
caution. We believe this proposed
change captures the intent of the
existing exceptions but presents them in
a simpler manner.

We considered adding a commercial
real estate transaction exception in
response to an exception of this nature
being added by those regulators subject
to FIRREA. The commercial real estate
transaction exception recently
authorized by other regulators, such as
the Federal Deposit Insurance
Corporation, provides that a commercial
loan using real estate security, but not
involving a single 1-to-4 family
residence,5 may use an evaluation
instead of an appraisal for the real estate
when the loan transaction is at or below
$500,000. The unique nature of the
System would have made the exception
of little value. Farm Credit direct
lenders are non-depository institutions
who primarily make commercial
business loans to the agricultural sector.
These System lenders have authority to
make owner-occupied home loans in
rural areas populated by 2,500 persons
or less, but these home loans may not
make up more than 15 percent of the
institution’s loan portfolio. Further, a
loan made to finance one of these homes
would not be a business loan or a
commercial transaction, so would be
ineligible for a commercial real estate
transaction exception. Additionally,
System institutions may make the
occasional consumer loan as part of an
agricultural operation’s ‘other credit
needs’ and these loans would also not
qualify for a commercial real estate
transaction exception because they too
would be consumer transactions.
However, System institutions may
finance certain commercial transactions
under the same ‘other credit needs’
authority and, if no residence were

15 A single 1 to 4 family residence is generally
considered to be a single-family home, a duplex, a
tri-plex or a four-plex. It generally does not include
farm or ranch properties that have a residence on
the farm or ranch-site unless the entire property is
primarily residential.
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involved, these loans might qualify for
a commercial real estate transaction
exception. In evaluating the volume of
loan transactions such an exception
would cover and considering the fact
that these loans would mainly be
commercial transactions so most would
already be eligible under the “business
loan” exception (if the loan transaction
is $1 million or less), we did not see the
value in adding an additional
exemption.

3. Determining Value [Proposed
§614.4265(d)]

We propose consolidating in new
§614.4265(d) the existing requirements
of §§614.4250(a)(6) and 614.4265. We
also propose moving from the existing
definitions those explanations for the
“cost approach”, “income capitalization
approach”, and ‘“‘sales comparison
approach”, incorporating them into new
§614.4265(d).

As proposed, new § 614.4265(d)
would continue to require real estate be
valued on the basis of market value but
would add clarification of how to arrive
at a market value. We propose clarifying
that market value is identified only after
considering the three valuation
methods: Income capitalization, sales
comparison, and cost approach. We
propose this clarification in part
through relocating the existing
definitions for “cost approach”,
“income capitalization approach”, and
““sales comparison approach” to new
paragraph (d)(1) through (3). We further
propose clarifying that arriving at a
market value includes identification of
nonagricultural influences, as is
currently required in existing
§614.4265(f). Also, we propose
requiring in all cases that real estate
appraisals and evaluations contain
detailed documentation of the best
approach to value as part of the written
report. We propose that details of the
other approaches only be required when
primarily used to identify the market
value. We propose these modifications
to provide better clarity as to why an
appraiser or evaluator may not have
chosen to use a specific valuation
approach. It also increases transparency
and allows the user to better understand
the logic behind the final market value.

In proposed new paragraph (d)(1), the
income capitalization approach would
be explained using the current
definition of such. Similarly, proposed
new paragraph (d)(2) would contain
expectations for the sales comparison
approach, using the current definition
and adding new requirements for using
at least three comparable sales, unless
the appraiser or evaluator provides
documentation that such comparable

sales are not available. FCA believes
that requiring appraisals and
evaluations to contain at least three
comparable properties provides
adequate information to form an
opinion on the market value of the
property in question. Additionally,
three comparable sales would provide
the end user with an adequate range of
values for the subject property for
comparison purposes.

Lastly, proposed new paragraph (d)(3)
would contain expectations for the cost
approach by using the current definition
and adding a documentation
requirement when the property has
unique improvements. FCA believes
adding the documentation requirement
would allow end users to better
understand the methodology chosen to
derive the final recommended market
value of the subject property.
Additionally, we believe the
documentation would provide greater
transparency to the end user regarding
the improvements on the property.

4. Valuation of Fixtures [Proposed
§614.4265(e)]

Proposed §614.4265(e) would retain
the existing requirement that real estate
fixtures be included in the value of real
estate. As proposed, greater specificity
would be added to clarify that buildings
capable of being used for income-
producing purposes related to
agriculture must have an assigned value.
However, we propose language
preserving the discretion of the
appraiser or evaluator to assign certain
obsolete buildings no value. In the past,
questions have arisen on whether such
buildings should be assigned even a
salvage value. Since appraisers and
evaluators are trained in assessing
market demands, we believe they need
to retain the final authority on what
value is given obsolete fixtures. To
ensure the fixtures are not prematurely
determined obsolete, we also propose
that the value assigned be premised
upon the average buyer. We believe this
will alleviate potential disputes among
the owner, the lender, the examiner, and
the appraiser/evaluator on whether the
building is obsolete or retains some
contributory value in each individual’s
opinion.

5. Additional Content Requirements
[Proposed § 614.4265(f)]

We propose keeping, with slight
modification, the existing requirements
from §§614.4250(a)(6) that real property
appraisals and evaluations include
discussion of the land’s marketability.
We also propose requiring that
appraisals and evaluations of real
property include certain information in

addition to the general contents
proposed in new § 614.4245(b).
Specifically, we propose that the
appraisal or evaluation include a
description of any permanent fixtures,
known water or mineral rights, and
recorded access rights associated with
the land being valued. In recent years,
we have had several situations arise
where these items were not properly
noted, resulting in disputes when the
lender later went to act on its lien or
there was a land transfer matter. We
believe having an appraisal or
evaluation notate known permanent
fixtures, water or mineral rights, and
recorded access rights will further aid
lenders in verifying the information
against title reports. We also propose
keeping the existing requirement that an
appraisal or evaluation name the
purpose(s) for which the property will
be used by the applicant or borrower
when that purpose will be different
from the land’s highest and best use.

Next, we propose that an appraisal or
evaluation of real property name readily
observable conditions on the subject
property that may pose an
environmental hazard. As proposed,
System lenders would have to inform
the appraiser or evaluator of any
reported or known potential hazards.
FCA believes the identification of
known hazards on the subject property
provides valuable information in
formalizing the valuation of the
property.

Finally, we propose requiring System
lenders provide appraisers and
evaluators Federal Emergency
Management Agency (FEMA) forms
prepared on the subject property.
Specifically, when the property
includes items listed in a Special Flood
Hazard Area, the lender would have to
supply to the appraiser or evaluator the
FEMA form showing the location of the
buildings. We propose this provision to
align our appraisal and evaluation rules
with our existing flood insurance rule of
§ 614.4940.

G. Computer-Based Models and Other
Tools [Proposed § 614.4270]

We propose adding a new §614.4270
discussing the use of certain appraisal
and evaluation tools. FCA previously
issued Informational Memoranda
addressing the use of automated
analytical tools in assigning values to
collateral 16 and we propose
incorporating most of that guidance into
this new regulatory section.

16 Referring to ORP-IM, “Collateral Evaluation
Requirements and Frequently Asked Questions”,
dated April 21, 2008 and OE-IM, “Computer-Based
Model Validation Expectations”, dated June 17,
2002.
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Specifically, we propose allowing
System institutions to establish
computer-based analytical methods and
technological tools for collateral
appraisal and evaluations, provided the
lender can demonstrate that the
method(s) used to establish a value is
consistent with safe and sound lending
practices and contains sufficient
information and analysis to provide a
market value conclusion. As proposed,
analysis tools may not be used as a
standalone appraisal or evaluation
because these tools are intended for use
in assisting appraisers and evaluators in
the collateral evaluation process, not
replacing them. For example, computer-
based models may be used if there is
sufficient data available for the type of
property being evaluated and if the
lender has the necessary expertise to
interpret the data.

We propose that use of automated
valuation models (AVM) be limited to
situations where the AVM uses
information specific to the subject
property, including the actual physical
condition of the subject property, rather
than generalized ‘assumptions.” As
proposed, assumptions used by the
evaluator will require sufficient support
and the evaluator will have to
demonstrate that the ‘assumption’ is
appropriate for the subject property.
Appropriate due diligence is also
essential when using these models,
including conducting independent
reviews to ensure institutions’ boards of
directors and senior managers are
receiving clear and informative
descriptions of the model’s assumptions
and limitations. As such, we propose
that System lenders perform due
diligence through an independent
validation process. We also propose that
System lenders retain staff or contract
with persons who have experience in
using the AVM chosen by the System
lender. FCA believes that lenders who
maintain staff with AVM expertise
would be better positioned to respond to
questions or concerns from the output of
the AVM or in the event the AVM does
not perform as anticipated.

We further propose allowing the use
of tax assessment values (TAV) when
there is additional support to show a
valid correlation between the TAV and
market value but would limit TAV use
to valuing real estate. As proposed, the
lender would be required to document
how the TAV is developed and updated
by the tax authorities. We also propose
using the TAV only in a manner
consistent with safe and sound lending
practices, which would involve using
additional support for final
recommended values rather than sole
reliance upon the TAV. We are not

proposing to allow use of TAVs for
chattel and personal property. We are
aware some states assess and tax chattel
and personal property, but we do not
believe those valuations processes are
refined enough to use in credit
decisions. As we understand them,
chattel valuation processes vary widely
by state, not all states provide such
valuations, and the values do not
consider any additional features or the
actual condition of the chattel.

Additionally, we propose requiring
System lenders using these tools have
policies and procedures in place that,
among other things, include appropriate
internal controls. In new § 614.4270(c)
we propose minimum control
requirements that the policies and
procedures must address. These
requirements include ensuring staff
training and expertise, validating model
results and setting criteria when the
models will be used and to what extent.
We believe the proposed minimum
internal control requirements are
common industry practice and provide
a sound basis for System institutions to
develop additional institution-specific
requirements.

H. Reservation of Authority [Proposed
§614.4275]

We propose moving to new
§614.4275 the existing contents of
§614.4260(d) regarding our authority to
require appraisals and evaluations. We
also propose clarifying that our
collateral evaluation regulations do not
prevent exercising this authority when
safety and soundness issues or
enforcement actions require it.

V. Regulatory Flexibility Act and
Congressional Review Act Conclusions

Pursuant to section 605(b) of the
Regulatory Flexibility Act (5 U.S.C. 601
et seq.), FCA hereby certifies that the
proposed rule will not have a significant
impact on a substantial number of small
entities. Each of the banks in the Farm
Credit System, considered together with
its affiliated associations, has assets and
annual income in excess of the amounts
that would qualify them as small
entities. Therefore, Farm Credit System
institutions are not “‘small entities” as
defined in the Regulatory Flexibility
Act.

List of Subjects in 12 CFR Part 614

Agriculture, Banks, banking, Foreign
trade, Reporting and recordkeeping
requirements, Rural areas.

For the reasons stated in the
preamble, the Farm Credit
Administration proposes to amend part
614 of chapter VI, title 12 of the Code
of Federal Regulations as follows:

PART 614—DISCLOSURE TO
SHAREHOLDERS

m 1. The authority citation for part 614
continues to read as follows:

Authority: 42 U.S.C. 4012a, 4104a, 4104b,
4106, and 4128; 12 U.S.C. 2011, 2013, 2014,
2015, 2017, 2018, 2019, 2071, 2073, 2074,
2075, 2091, 2093, 2094, 2097, 2121, 2122,
2124, 2128, 2129, 2131, 2141, 2149, 2183,
2184, 2201, 2202, 2202a, 2202d, 2202e, 2206,
2206a, 2207, 2211, 2212, 2213, 2214, 2219a,
2219b, 2243, 2244, 2252, 2279a, 2279a-2,
2279b, 2279c¢-1, 2279f, 227911, 2279aa,
2279aa-5; sec. 413 of Pub. L. 100-233, 101
Stat. 1568, 1639 (12 U.S.C. 2121 note).

m 2. Revise the heading of subpart F to
read as follows:

Subpart F—Appraisal and Evaluation
Requirements

m 3. Subpart F, consisting of §§ 614.4240
through 614.4275, is revised to read as
follows:

Subpart F—Appraisal and Evaluation

Requirements

Sec.

614.4240 Definitions.

614.4245 General.

614.4250 Policies, standards, and internal
controls for valuing collateral.

614.4255 Appraiser and evaluator
qualifications and independence.

614.4260 Valuing business chattel,
personal, and intangible property.

614.4265 Valuing real property.

614.4270 Appraisal and evaluation tools.

614.4275 Reservation of authority.

§614.4240 Definitions.

For the purposes of this subpart, the
following definitions apply excepting
that terms such as copy, document, file,
record, provide, written, and similar
words generally should be interpreted to
permit electronic transmissions and
communications as allowable under 12
CFR part 609:

Abundance of caution means a
decision to require an asset as security
for a loan when the asset is not used as
a basis for extending credit, a prudent
lender would extend credit without the
asset, and the asset is not legally
required as security for the type of
credit being extended.

Appraisal means a USPAP compliant
written evaluation prepared and issued
by a state licensed or state certified
appraiser setting forth an independent
and impartial opinion as to the market
value of real estate as of a specific
date(s), which value is supported by the
presentation and analysis of relevant
market information.

Appraisal Subcommittee means the
Appraisal Subcommittee of the Federal
Financial Institutions Examination
Council.





27318

Federal Register/Vol. 86, No. 96/Thursday, May 20, 2021/Proposed Rules

Appraiser means a state-certified or
state-licensed appraiser who is
competent, reputable, impartial, and has
demonstrated sufficient training and
experience in identifying values for real
property through issuance of USPAP
compliant reports.

Automated Valuation Model or AVM
means a computer program that
estimates a property’s market value
based on market, economic, and
demographic factors using a quantitative
method, system, or approach applying
statistical, economic, financial, or
mathematical theories, techniques, and
assumptions. Hedonic models generally
use property characteristics (such as
square footage and room count) and
methodologies to process information,
often based on statistical regression.
Index models generally use geographic
repeat sales data over time rather than
property characteristic data. Blended or
hybrid models use elements of both
hedonic and index models.

Business chattel means livestock (e.g.
any creature not in the wild which is
regarded as an asset such as those to
produce food, wool, skins, fur or similar
purposes) and crops (growing,
harvested, or in storage) kept for
production or use in the farming of land
or the carrying on of any agricultural
activity. The term also encompasses
equipment used in business operations,
including agricultural equipment.

Business loan means a loan or other
extension of credit to finance the
business activities of an individual, sole
proprietorship, general or limited
partnership, joint venture, cooperative,
corporation, business trust, or other
legal business entity (including those
engaged in farming enterprises).

Evaluation means an independent
and impartial written opinion of market
value for an identified interest in, or
aspects of, an asset, which value is
supported by the presentation and
analysis of relevant market information.

Evaluator means an individual who is
competent, reputable, impartial, and has
demonstrated sufficient training and
experience in identifying values for
assets. For purposes of business chattel,
personal, and intangible collateral
evaluations, the term may include, but
is not limited to, System lender staff,
certified public accountants, equipment
dealers, grain buyers, livestock buyers,
and auctioneers.

Fee appraiser or fee evaluator means
a qualified appraiser or evaluator of
assets who is not an employee of the
party contracting for the completion of
the appraisal or evaluation and who
performs an appraisal or evaluation on
a fee basis. For purposes of this subpart,
a fee appraiser or fee evaluator may

include staff from another System
lender only if the employing lender is
not operating under joint management
with the contracting System lender.

FIRREA means the Financial
Institutions Recovery, Reform, and
Enforcement Act of 1989.

Highest and best use means the
reasonable and most probable legal use
of the asset as of the date of valuation
that is physically possible,
appropriately supported, financially
feasible, and results in the highest
value.

Intangible property means an item of
worth that is not physical in nature,
including, but not limited to, a
copyright, trademark, goodwill,
easement, lease, corporate logo or brand
name.

Market value means the most
probable price that a property should
bring in a competitive and open market
under all conditions requisite to a fair
sale, the buyer and seller each acting
prudently, knowledgeably, and
assuming neither is under duress.
Implicit in this definition is the
consummation of a sale as of a specified
date and the passing of title from seller
to buyer under conditions whereby:

(1) Buyer and seller are typically
motivated;

(2) Both parties are well informed or
well advised, and acting in what they
consider their best interests;

(3) A reasonable time is allowed for
exposure in the open market;

(4) Payment is made in terms of cash
in United States dollars or in terms of
financial arrangements comparable
thereto; and

(5) The price represents the normal
consideration for the property sold
unaffected by special or creative
financing or sales concessions granted
by anyone associated with the sale.

Other Financing Institutions or OFI
means the entities described in 12
U.S.C. 2015(b)(1)(B), but only with
respect to loans discounted or pledged
under 12 U.S.C. 2015.

Personal property means all tangible
and movable property not considered
real property and its fixtures or business
chattel.

Real estate or real property means an
identified parcel or tract of land,
including fixtures, easements, rights of
way, improvements, if any, and
associated mineral, oil, gas, timber, or
water rights attached to the parcel or
tract of land.

Real estate-related financial
transaction means any transaction
involving:

(1) The sale, lease, purchase,
investment in, or exchange of real

property, including interests in property
or the financing thereof; or

(2) The refinancing of real property or
interests in real property; or

(3) The use of real property or
interests in real property as security for
a loan or investment, including
mortgage-backed securities.

State certified appraiser means any
individual who has satisfied the
requirements for and has been certified
as an appraiser by a State or territory
whose requirements for certification
currently meet or exceed the minimum
criteria for certification issued by the
Appraiser Qualification Board of the
Appraisal Foundation. No individual
will be accepted under these regulations
as a State certified appraiser who has
not achieved a passing grade on a state-
administered examination that is
consistent with, and equivalent to, the
Uniform State Certification Examination
issued or endorsed by the Appraiser
Qualification Board of the Appraisal
Foundation. In addition, the Appraisal
Subcommittee must not have issued a
finding that the policies, practices, or
procedures of the State or territory are
inconsistent with title XI of FIRREA.

State licensed appraiser means any
individual who has satisfied the
requirements for licensing and has been
licensed as an appraiser by a State or
territory in which the licensing
procedures comply with title XTI of
FIRREA and in which the Appraisal
Subcommittee has not issued a finding
that the policies, practices, or
procedures of the State or territory are
inconsistent with title XI of FIRREA.

System lender means a chartered
Farm Credit System institution that
engages in lending or leasing secured by
collateral.

Transaction value means:

(1) For loans or other extensions of
credit, the amount of the loan, loan
commitment, or other extensions of
credit;

(2) For sales, leases, purchases,
investments in, or exchanges of real
property, the market value of the
property interest involved; and

(3) For the pools of loans or interests
in real property, the transaction value of
the individual loans or the market value
of the real property interests comprising
the pool.

USPAP means the Uniform Standards
of Professional Appraisal Practice
adopted by the Appraisal Foundation.

§614.4245 General.

(a) Required appraisals and
evaluations. System lenders must obtain
appraisals or evaluations of all collateral
used to secure an extension of credit
(including leasing activities) or the
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purchased interest in credit extended by
another lender. System lenders must
maintain appraisals or evaluations
reflecting current market conditions. At
a minimum, every item of collateral
must be appraised or evaluated both at
the time a lien is obtained and when the
System lender expects to liquidate its
lienhold interest.

(b) Format and minimum content
requirements. An appraisal or
evaluation is a written impartial opinion
of an asset’s market value,
independently developed and
supported by analysis of relevant market
information. The market analysis
supporting the final opinion of value
may be conducted using a variety of
appraisal and evaluation tools and data
sources.

(1) All appraisals must follow the
format requirements of USPAP, or its
successor. For evaluations, the
presentation format may be in the form
of a report, a synopsis, a computer-
generated printout, or equivalent
records, depending upon the asset and
as permitted under the evaluation
standards of 12 CFR 614.4250. The
reporting format used for evaluations
must be appropriate for both the type of
asset being valued and the tools and
data sources used in setting the value.

(2) To support an opinion of value,
each appraisal or evaluation must, at a
minimum, include:

(i) A description of the asset in
sufficient detail to reflect the relevant
characteristics and complexity of the
subject asset;

(i1) Information that will enable the
reader to ascertain the reasonableness of
the estimated market value;

(iii) Identification of the data source(s)
used for determining the final market
value (e.g., real estate comparable
properties, the name and model version
of an AVM used, the name and date of
reputable publications used, validated
information specific to the System
lenders’ territory); and, if applicable,

(iv) In those situations when different
appraisal or evaluation standards are
used than those normally employed for
the type of asset being valued, the
appraiser or evaluator must attest that
use of the different standards was not
due to any prohibited discriminatory
factors like the age, race, or gender of
the asset owner or buyer.

(c) Age of appraisal or evaluation
reports. It is the responsibility of the
System lender to monitor market
conditions and trends, loan risk, and
collateral conditions to appropriately
determine the frequency for performing
new or updated collateral appraisals or
evaluations in keeping with regulatory
requirements. When making credit

decisions or approving new or
additional funds, the System lender may
use existing collateral appraisals or
evaluations reports only if the
appraisals or evaluations reflect current
market conditions at the time of use.

(d) Using the appraisals of another
lender. An appraisal ordered by another
financial institution on assets of a loan
applicant may be transferred to a
System lender when:

(1) The System lender will complete
the credit transaction instead of the
other financial institution;

(2) The other financial institution and
the applicant agree in writing to transfer
the report;

(3) The other financial institution is
either subject to Title XI of FIRREA or
a System lender; and

(4) The System lender receiving and
using the appraisal assumes full
responsibility for the integrity, accuracy
and thoroughness of the appraisal,
including the methods used by the other
financial institution to establish
collateral values.

(e) Releasing appraisals or
evaluations to applicants and
borrowers.

(1) At any time during the life of the
loan, an applicant or borrower may
request a copy of each appraisal and
evaluation made or used by the System
lender in the credit relationship. The
System lender must provide the copies
within 7 calendar days of receiving the
request. The copy of an appraisal or
evaluation provided to an applicant or
borrower must, at a minimum, contain
the final opinion of value, the
information required under 12 CFR
614.4245(b), and, as appropriate to the
type of asset being valued, the
information required under 12 CFR
614.4260 or 12 CFR 614.4265(d), (e),
and (f). The first copy of each appraisal
or evaluation given to the applicant or
borrower must be provided free of
charge, but the System lender may
assess reasonable copying charges for
any additional copies supplied during
the life of the loan, excluding copies
provided as part of an adverse credit
decision.

(2) When issuing an adverse credit
decision, a System lender must include
as an attachment to the decision letter
copies of those collateral evaluations
and appraisals used in the decision-
making process. The applicant or
borrower is not required to first request
such copies and the copies must be
provided at no cost to the applicant or
borrower. The copy of an appraisal or
evaluation provided to an applicant or
borrower must, at a minimum, contain
the final opinion of value, the
information required under 12 CFR

614.4255(b), and, as appropriate to the
type of asset being valued, the
information required under 12 CFR
614.4260 or 12 CFR 614.4265(d), (e),
and ().

(3) To the extent that an appraisal or
evaluation may contain confidential
third-party information, the lender may
protect such confidential information as
provided under 12 CFR 618.8325(b).

(f) Records. The System lender must
maintain collateral appraisals or
evaluations for the duration required by
the lender’s recordkeeping policies. The
records must capture source data used
as of the date of the evaluation. Ata
minimum, collateral appraisals or
evaluations made or used by a System
lender for making or servicing a loan
must be maintained in the related credit
file for the life of the loan. Appraisals
and evaluations used to deny a credit
request from a new applicant must be
maintained in the related credit file for
the same amount of time as the lender’s
recordkeeping policies and procedures
require the credit request to be
maintained.

§614.4250 Policies, standards, and
internal controls for valuing collateral.

(a) Policies. The board of directors of
each System lender must adopt and
maintain written policies on when and
how to issue collateral appraisals and
evaluations for all of the System
lender’s credit functions. in keeping
with regulatory requirements. Farm
Credit banks must include OFIs in their
policies and procedures for those
lending and leasing activities conducted
under 12 U.S.C. 2015(b)(1)(B). Ata
minimum, the policies must:

(1) Identify when an evaluation will
be used instead of an appraisal (when
the regulations allow either to be used);

(2) Establish parameters identifying
the frequency and timing of appraisals
and evaluations, including monitoring
portfolio collateral values on an ongoing
basis;

(3) Authorize or prohibit the use of
out-of-territory appraisers or sharing
appraisals;

(4) Establish parameters for using
AVMs and other tools in identifying
market values of real estate and/or
chattel;

(5) Ensure the independence of the
persons ordering, performing, and
reviewing appraisals and evaluations;

(6) Prohibit basing an appraisal or
evaluation on a requested minimum
valuation, specific value, or loan
amount;

(7) Implement internal controls that
promote compliance with applicable
laws, rules and policies; and, as
applicable,





27320

Federal Register/Vol. 86, No. 96/Thursday, May 20, 2021/Proposed Rules

(8) Require OFTs to follow collateral
appraisal and evaluation requirements.
(b) Standards. Each System lender

must adopt and maintain written
standards for appraisals and evaluations
that implement regulatory requirements,
and which are designed both to protect
the lender’s interest and adequately
represent real-time collateral values. At
a minimum, the standards must address:

(1) The level of information required
to support the value assigned beyond
regulatory minimum content
requirements, including considerations
for complex and specialized assets or
high-risk transactions;

(2) Using collateral appraisals and
evaluations in a manner consistent with
safe and sound practices;

(3) The qualifications of individuals
selected to perform an appraisal or
evaluation;

(4) Development and maintenance of
a list of approved fee appraisers and fee
evaluators, including the criteria to
follow when selecting and engaging a
fee appraiser or fee evaluator;

(5) Providing fee appraisers and fee
evaluators with a copy of the collateral
appraisal and evaluation regulations
contained in this subpart and
instructing the fee appraiser or fee
evaluator to apply the regulatory
requirements in formation of the
contracted appraisal or evaluation;

(6) On-going reviews of market
conditions, including how recognition
of special events affecting values, such
as natural disasters, will be handled;

(7) The frequency and form of
property inspections; and

(8) How existing appraisals and
evaluations will be handled in renewals,
refinancings, and other subsequent
credit transactions.

(c) Internal Controls. Each System
lender must have written internal
control policies and procedures for
managing its collateral appraisal and
evaluation activities. The internal
controls policies and procedures must
be kept up-to-date and, at a minimum,
include the following elements:

(1) Protecting the integrity of the
overall collateral appraisal and
evaluation function;

(2) Verifying the condition of pledged
collateral is as listed in the appraisal or
evaluation report;

(3) Safeguarding the independence of
appraisers and evaluators in activities
conducted under this subpart;

(4) Ensuring appraisals and
evaluations are used to verify collateral
market values contained within credit
analysis and financial statements; and

(5) Reviewing appraisals and
evaluations periodically for compliance

with applicable laws, regulations, policy
and industry standards.

§614.4255 Appraiser and evaluator
qualifications and independence.

System lenders are responsible for
verifying that persons performing
appraisals and evaluations for use by
the lender meet the requirements of this
section.

(a) Competency. An appraiser or
evaluator must have the requisite
knowledge and experience for both the
specific asset being valued and the
relevant market area.

(1) An appraiser or evaluator may not
be considered competent solely by
virtue of being certified, licensed, or
accredited. Any determination of
competency must be based on the
individual’s experience and educational
background as it relates to the specific
appraisal or evaluation assignment for
which such individual is being
considered.

(2) A State certified appraiser or a
State licensed appraiser may not be
excluded from consideration for an
assignment solely by virtue of
membership or lack of membership in
any particular appraisal organization.
System lenders may use State certified
or State licensed appraisers from any
State provided that:

(i) The appraiser is competent to
perform such appraisals;

(ii) The applicable System lender has
established policies providing for use of
interstate appraisals; and

(iii) The State appraiser licensing and
certification agency where the subject
property is located recognizes the
certification or license of the appraiser’s
State of permanent certification or
licensure.

(b) Staff appraisers and evaluators.
Each System lender must maintain
written standards implementing
regulatory requirements on appraiser
and evaluator independence from
lending activities, as well as real or
perceived conflicts of interest, for
collateral appraisal and evaluation
functions performed by staff of the
System lender. The standards must
address how a separate secondary
review of the assigned value(s) by a
person not connected to the credit
decision will be used and determine if
the secondary review will happen
before the final credit decision is made
or soon after loan closing. The written
standards on appraiser and evaluator
independence from lending activities, at
a minimum, must also:

(1) Facilitate the exercise of
independent judgment by staff
appraisers and evaluators when
developing collateral values by

providing protections from undue
influence by the loan production and
collection processes;

(2) Require staff appraisers and
evaluators to have no direct, indirect, or
prospective interest, financial or
otherwise, in the asset being valued;

(3) Require staff appraisers and
evaluators to have no direct, indirect, or
prospective interest, financial or
otherwise, in the transaction for which
the appraisal or evaluation will be used
when there is no separate secondary
review of the assigned value(s) by
another person who is not connected to
the credit decision nor a member of the
Credit Review Committee (CRC)
reviewing the credit decision; and

(4) Restrict staff appraisers and
evaluators from subsequent
participation in any decision related to
a loan connected to the collateral that
the staff member is valuing, including
the sale, purchase, or servicing of that
loan, when there is no separate
secondary review of the assigned
value(s) by another person who is not
connected to the credit decision
(including through service on the CRC)
or subsequent credit activities.

(c) Prohibitions. In addition to
required internal controls for managing
a System lender’s collateral appraisal
and evaluation activities, the following
prohibitions apply:

(1) No person may be a fee appraiser
or fee evaluator for the System lender
when such person has a direct or
indirect interest, financial or otherwise,
in the loan or subject property being
valued (excluding fees generated from
performing an appraisal or evaluation).

(2) No director of the System lender
may vote on or approve a loan decision
when that same person performed the
collateral appraisal or evaluation for the
loan under review.

(3) No director of the System lender
may perform a collateral appraisal or
evaluation in connection with any
transaction on which such person made,
or will be required to make, a credit
decision.

(4) No director, officer, or employee of
the System lender may perform an
appraisal or evaluation of an asset
serving as security for a credit request
when that person has a direct or indirect
interest, financial or otherwise, in the
asset.

(5) Absent a secondary review
process, no person may perform an
appraisal or evaluation of an asset
serving as security for a credit request
or loan when that person is engaged in
the marketing, lending, collection, or
credit decision processes of any of the
following:
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(i) A System lender making or
originating the loan;

(ii) A System lender operating under
common management with the System
lender making or originating the loan; or

(iii) A System lender purchasing an
interest in the loan.

(6) A director, officer, or employee of
the System lender performing a
collateral appraisal or evaluation for
assets connected to a credit or servicing
request may not also serve as a Credit
Review Committee member at a
committee meeting where that appraisal
or evaluation report, whether alone or as
part of a credit decision, is under
review. This prohibition extends to any
person performing the secondary review
process for an appraisal or evaluation
that was prepared by a staff appraiser or
evaluator.

§614.4260 Valuing business chattel,
personal, and intangible property.

(a) General. A market value-based
evaluation for business chattel,
personal, or intangible property taken as
collateral must employ the industry-
recognized methods and techniques
used to value similar property. Each
System lender is responsible for
identifying appropriate collateral
evaluation data sources and applying
proper criteria in evaluating business
chattel, personal, and intangible
property. When a request is made under
12 CFR 614.4245(e), the System lender
must provide to the requestor the
supporting information and criteria
used in the evaluation of the subject
asset(s).

(b) Data source(s). Data sources used
to establish the market value of business
chattel, personal, or intangible property
may include, but are not limited to,
AVMs, reputable industry publications,
validated information specific to the
System lender’s territory, equipment
dealers, grain buyers, livestock buyers,
auctioneers, commodities market, and
market sales reports. Identification of
data sources made pursuant to the
requirements of 12 CFR
614.4245(b)(2)(iii) must include the
name of the source and the date of the
publication/contact or version of AVM
used, as applicable.

(c) Business chattel and personal
property. When providing details of a
subject asset under the requirements of
12 CFR 614.4245(b)(2), an evaluation for
business chattel and personal property
must explain the quality, condition,
quantity, species, weight, value per unit,
etc. of the asset, as applicable to the
type of asset being valued. The
evaluation must also describe the
location of the chattel at time of
valuation.

(d) Intangible items. For intangibles
only, the evaluation must include a
review and description of the
documents supporting the interest(s) in
the asset and marketability of the
intangible property, including
applicable terms, conditions, and
restrictions contained in the document
that would affect the value of the
property.

§614.4265 Valuing real property.

(a) General. An appraisal is required
for all real estate collateral unless an
evaluation is specifically permitted by
this section.

(b) Appraiser limitations. Only a State
certified real estate appraiser may issue
an appraisal report for real estate-related
financial transactions over $1,000,000.

(c) Permitted use of evaluations.
System lenders may establish the value
of real estate collateral through an
evaluation in any of the following loan
transactions (if documentation justifies
use of such exceptions):

(1) Non-business loan transactions.
An evaluation of real estate may be used
instead of an appraisal for a non-
business loan with a transaction value at
or below $250,000.

(2) Business loan transactions. An
evaluation of real estate may be used
instead of an appraisal for a business
loan with a transaction value at or
below $1,000,000 provided repayment
of the loan is not primarily dependent
upon either:

(i) Income derived from the sale of
real estate, or

(ii) Income from the cash rental of real
property being rented for
nonagricultural purposes.

(3) Subsequent loan transactions. An
evaluation of real estate may be used
instead of an appraisal for subsequent
loan transactions that do not involve
new collateral or the advancement of
new loan funds, other than funds
necessary to cover reasonable closing
costs. Additionally, there must be no
obvious or material change in the
physical aspects of the existing real
estate collateral or market conditions
affecting the property.

(4) Purchased loans. An evaluation of
real estate may be used instead of an
appraisal when a System lender
purchases a loan or an interest in a loan,
pool of loans, or interests in real
property, including mortgage-backed
securities, provided that:

(i) The originating lender’s real estate
appraisal prepared for each loan, pooled
loan, or real property interest, when
originated, met the standards of this
subpart, other Federal regulations
adopted pursuant to FIRREA, or the
requirements of the government-

sponsored secondary market
intermediaries under whose auspices
the interest is sold; and

(ii) There has been no obvious or
material change in market conditions or
the physical aspects of the property that
would threaten the System lender’s
secured position.

(5) U.S. Government guarantee. An
evaluation of real estate may be used
instead of an appraisal when a System
lender makes a loan secured by real
estate and such loan is guaranteed by an
agency of the United States Government
and use of an evaluation conforms to the
requirements of the guaranteeing
agency. An evaluation of real estate may
be used instead of an appraisal when a
System lender purchases a loan secured
by real estate and such loan is both
guaranteed by an agency of the United
States Government and otherwise
supported by an appraisal that conforms
to the requirements of the guaranteeing
agency.

(6) Additional security. When a
System lender makes a loan secured, in
part or in whole, by real estate and some
or all of the real estate is taken out of
an abundance of caution, an evaluation,
in lieu of an appraisal, of the real estate
taken out of an abundance of caution is
permitted. All other real estate security
must be appraised, absent another
permitted use of evaluations being
applicable.

(d) Determining value. Real estate is
valued on its market value, which must
be developed from considering three
approaches: The income capitalization
approach, the sales comparison
approach, and the cost approach.
Consideration of all three approaches
includes identifying all relevant
influences, including, but not limited to,
urban development, mineral deposits,
and commercial activity in the area. All
real estate appraisals and evaluations
must include detailed documentation of
the main approach used to identify the
market value of the subject property,
including an explanation of why that
approach was the primary method
relied upon by the appraiser or
evaluator. The appraisal or evaluation
must include a general discussion of the
other approaches considered but not
relied upon to reach the final market
value. In situations where one or more
of the three approaches must be
excluded from consideration due to a
lack of data, the appraisal or evaluation
must include an explanation justifying
the exclusion.

(1) Income capitalization approach.
The income capitalization approach
measures the present value of the
expected future benefits of property
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ownership. This value is derived from
either:

(i) Capitalizing a single year’s income
expectancy or an annual average of
several years’ income expectancies at a
market-derived capitalization rate that
reflects a specific income pattern, return
on investment, and change in the value
of the investment; or

(ii) Discounting the annual cashflows
for the holding period and the reversion
at a specified yield rate or specified
yield rates which reflect market
behavior.

(2) Sales comparison approach. The
sales comparison approach compares
the subject property to similar
properties located in relatively close
proximity, having similar size and
utility, and which have been recently
sold in arm’s-length transactions
(comparable sales). Not less than three
comparable sales will be used unless the
appraiser or evaluator provides
documentation that such comparable
sales are not available. Under this
approach, the appraiser or evaluator
must estimate the degree of similarity
and difference between the subject
property and comparable sales. Such
comparison must be based on
conditions of sale, financing terms,
market conditions, location, physical
characteristics, and income
characteristics. Appropriate adjustments
to the sales prices of comparable
properties are allowed when there are
identified deficiencies or superiorities
of the subject property. The appraiser or
evaluator must use his or her knowledge
of the area and apply good judgment in
the selection of comparable sales that
are the best indicators of value for the
subject property.

(3) Cost approach. The cost approach
establishes an indicated value by
measuring the current market cost to
construct a reproduction of, or
replacement for, the improvements,
minus the amount of depreciation
(physical deterioration, or functional
obsolescence) evident in the structure
from all causes, plus the market value
of the land. If the appraiser or evaluator
considers the property to be unique or
have specialized improvements, the
appraiser or evaluator will identify the
source of the cost estimates and will
comment on the methodology used to
estimate depreciation, effective age and
remaining economic life.

(e) Valuation of fixtures. Real estate
fixtures closely aligned with, an integral
part of, and normally sold with real
estate are included in the value of the
real estate and must be identified in the
appraisal or evaluation. Structures
principally used, or capable of being
used, for income-producing agricultural

or farming commercial enterprise
purposes, such as barns, silos,
commercial greenhouses, or livestock
facilities, must be assigned a value. At
the discretion of the appraiser or
evaluator, non-dwelling structures no
longer used for a commercial purpose
and which the average buyer would
consider as adding no contributory role
to the real estate do not require
assignment of a value.

(f) Additional report content
requirements. In addition to the
minimum content requirements of 12
CFR 614.4245(b) and the requirements
of paragraphs (d) and (e) of this section,
an appraisal or evaluation for real estate
must include all of the following:

(1) A description of any permanent
fixtures, known water and mineral
rights, and recorded access rights
associated with the real estate being
valued.

(2) The purpose for which the
property is or will be used by the loan
applicant or borrower, if different from
the highest and best use.

(3) A list of readily observable
conditions that may pose a present
environmental hazard. If the System
lender knows, or is informed by another
party, of a potential hazard, that
information must be disclosed to the
appraiser or evaluator before the
appraisal or evaluation is completed.

(4) Identification of any structures
located in known flood hazard areas.
When the real property being valued
includes buildings or dwellings in a
Special Flood Hazard Area, the
appropriate Federal Emergency
Management Agency form identifying
the structure and its location on the
property, as required by § 614.4940 of
this part, must be made available to the
appraiser or evaluator before the
appraisal or evaluation report is
completed.

(5) The reasonable sales exposure
time, the current market conditions or
trends affecting, or likely to affect, the
value of the land, and the most probable
marketplace for the land.

§614.4270 Appraisal and evaluation tools.

A System lender may use a variety of
analytical methods and technological
tools in developing an appraisal or
evaluation, provided the lender can
demonstrate that the method(s) used is
consistent with safe and sound lending
practices and contains sufficient
information and analysis to support the
resulting market value conclusion. The
tools by themselves do not constitute
either an appraisal or evaluation.

(a) Automated models (AVM). Values
for real estate, business chattel,
personal, and intangible property may

be determined using computer-based
models only when there is sufficient
data enabling the model’s statistical
determination of accurate market
values.

(1) Scope of use. Use of an AVM must
be commensurate with the System
lender’s credit risk exposure and due
diligence in setting minimum
performance criteria for the model. Any
assumption used must be fully
supported and appropriate for the
subject property. A System lender must
have or engage persons with expertise
relative to a particular method or tool
before using that analysis tool.

(2) Validation. System lenders must
establish an independent validation
process to determine the appropriate
application of AVMs. Persons
overseeing the model validation must be
independent of the loan underwriting
and portfolio management process. If
the System lender adopts a third-party
vendor model, the lender must
periodically document the integrity and
applicability of the model and the
vendor’s maintenance of the model.

(b) Tax assessment values (TAV).
System lenders may use TAV only in
the appraisal or evaluation of real estate.
When using TAVs, the System lender
must determine and document how the
tax jurisdiction calculates the TAV and
how frequently TAVs are updated. A
System lender may rely on the data
provided by local tax authorities to
develop the resulting market value
unless inconsistent with safe and sound
lending practices or, when applicable,
USPAP. The use of a TAV requires
additional support to demonstrate a
valid correlation between the TAV and
market value.

(c) Internal controls when using
appraisal and evaluation tools. A
System lender must establish and
maintain written policies and
procedures providing a sound process
for using various methods or tools and
for verifying that a valuation method or
tool is employed in a consistent manner.
At a minimum, the policies and
procedures must:

(1) Define the requisite expertise and
training of staff in managing the
selection, use, and validation of an
analytical method or technological tool;

(2) Address the selection, use, and
validation of the analysis method or
tool;

(3) Establish criteria for determining
whether a particular method or tool is
appropriate for a given transaction or
lending activity, considering associated
risks for transaction size and purpose,
credit quality, and leverage tolerance
(loan-to-value);
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(4) Specify criteria identifying when a
market event or risk factor would
preclude the use of a particular method
or tool;

(5) Address standards for the use of
multiple methods or tools, if applicable,
for valuing the same property or to
support a particular lending activity;

(6) Provide criteria for ensuring that
the method or tool used produces a
reliable estimate of market value; and

(7) Address the extent to which an
inspection or research is necessary to
ascertain the property’s actual physical
condition and what supplemental
information is needed to assess the
effect of market conditions or other
factors on the AVM estimate of market
value.

§614.4275 Reservation of authority.

(a) Nothing in this subpart shall be
read to limit the authority of the Farm
Credit Administration to take
supervisory or enforcement action,
including action to address unsafe and
unsound practices or conditions, or
violations of law and regulation.

(b) FCA reserves the right to require
an appraisal or evaluation under this
subpart whenever it believes it is
necessary to address safety and
soundness issues.

(c) Nothing in this subpart prevents
the FCA from accessing appraisals and
evaluations during an examination,
enforcement action, or other exercise of
its regulatory authority.

Dated: May 10, 2021.
Dale Aultman,
Secretary, Farm Credit Administration Board.
[FR Doc. 2021-10200 Filed 5-19-21; 8:45 am]
BILLING CODE 6705-01-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2006-24733; Project
Identifier MCAI-2021-00139-R]

RIN 2120-AA64

Airworthiness Directives; Airbus
Helicopters (Type Certificate
Previously Held by Eurocopter France)
and Eurocopter France Helicopters

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Supplemental notice of
proposed rulemaking (SNPRM).

SUMMARY: The FAA is revising a notice
of proposed rulemaking (NPRM) to
supersede AD 2002-08-16, which
applies to certain Eurocopter France

SA341G, SA342], and SA-360C
helicopters. The NPRM proposed to
require removing certain main rotor
head torsion tie bars (tie bars) from
service and revising the limitations
section of the existing maintenance
manual for your helicopter by adding
life limits for those tie bars. The NPRM
was prompted by the determination that
another part-numbered tie bar was
affected by the same unsafe condition.
This action reopens the comment period
because a significant amount of time has
elapsed since the NPRM was published.
This action also revises the NPRM by
updating the type certificate holder’s
name, updating the estimated cost
information, clarifying the requirements
and compliance times, and adding parts
installation prohibitions. The FAA is
proposing this airworthiness directive
(AD) to address the unsafe condition on
these products. Since these actions
would impose an additional burden
over those in the NPRM, the agency is
requesting comments on this SNPRM.

DATES: The FAA must receive comments
on this SNPRM by June 21, 2021.

ADDRESSES: You may send comments,
using the procedures found in 14 CFR
11.43 and 11.45, by any of the following
methods:

e Federal eRulemaking Portal: Go to
https://www.regulations.gov. Follow the
instructions for submitting comments.

e Fax:(202) 493-2251.

e Mail: U.S. Department of
Transportation, Docket Operations,
M-30, West Building Ground Floor,
Room W12-140, 1200 New Jersey
Avenue SE, Washington, DC 20590.

e Hand Delivery: Deliver to Mail
address between 9 a.m. and 5 p.m.,
Monday through Friday, except Federal
holidays.

For Eurocopter service information
identified in this SNPRM, contact
Airbus Helicopters, 2701 N. Forum
Drive, Grand Prairie, TX 75052;
telephone 972—641-0000 or 800-232—
0323; fax 972-641-3775; or at https://
www.airbus.com/helicopters/services/
technical-support.html. You may view
this service information at the FAA,
Office of the Regional Counsel,
Southwest Region, 10101 Hillwood
Pkwy., Room 6N-321, Fort Worth, TX
76177. For information on the
availability of this material at the FAA,
call (817) 222-5110.

Examining the AD Docket

You may examine the AD docket at
https://www.regulations.gov by
searching for and locating Docket No.
FAA-2006-24733; or in person at
Docket Operations between 9 a.m. and
5 p.m., Monday through Friday, except

Federal holidays. The AD docket
contains the NPRM, this SNPRM, the
Direction Generale De L’Aviation Civile
(DGAC) ADs, any comments received,
and other information. The street
address for Docket Operations is listed
above.

FOR FURTHER INFORMATION CONTACT: Hal
Jensen, Aerospace Engineer, Operational
Safety Branch, FAA, 950 L’Enfant Plaza
N SW, Washington, DC 20024;
telephone (202) 267-9167; email
hal.jensen@faa.gov.

SUPPLEMENTARY INFORMATION:
Comments Invited

The FAA invites you to send any
written relevant data, views, or
arguments about this proposal. Send
your comments to an address listed
under ADDRESSES. Include ‘“Docket No.
FAA-2006-24733; Project Identifier
MCAI-2021-00139-R” at the beginning
of your comments. The most helpful
comments reference a specific portion of
the proposal, explain the reason for any
recommended change, and include
supporting data. The FAA will consider
all comments received by the closing
date and may again revise this proposal
because of those comments.

Except for Confidential Business
Information (CBI) as described in the
following paragraph, and other
information as described in 14 CFR
11.35, the FAA will post all comments
received, without change, to https://
www.regulations.gov, including any
personal information you provide. The
agency will also post a report
summarizing each substantive verbal
contact received about this proposed
AD.

Confidential Business Information

CBI is commercial or financial
information that is both customarily and
actually treated as private by its owner.
Under the Freedom of Information Act
(FOIA) (5 U.S.C. 552), CBI is exempt
from public disclosure. If your
comments responsive to this SNPRM
contain commercial or financial
information that is customarily treated
as private, that you actually treat as
private, and that is relevant or
responsive to this SNPRM, it is
important that you clearly designate the
submitted comments as CBI. Please
mark each page of your submission
containing CBI as “PROPIN.” The FAA
will treat such marked submissions as
confidential under the FOIA, and they
will not be placed in the public docket
of this SNPRM. Submissions containing
CBI should be sent to Hal Jensen,
Aerospace Engineer, Operational Safety
Branch, FAA, 950 L’Enfant Plaza N SW,



https://www.airbus.com/helicopters/services/technical-support.html
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plus an amount that transitions linearly
for each business day during that period
from:

(1) The difference between SOFR and
overnight LIBOR determined as of the
day immediately before the LIBOR
replacement date; to

(2) The tenor spread adjustment
identified in paragraph (c)(1) of this
section; or

(B) In place of the one-, three-, six-, or
12-month tenors of LIBOR, the
benchmark replacement shall be the
corresponding one-, three-, six-, or 12-
month CME Term SOFR plus an amount
that transitions linearly for each
business day during that period from:

(1) The difference between the
relevant CME Term SOFR and the
relevant LIBOR tenor determined as of
the day immediately before the LIBOR
replacement date; to

(2) The applicable tenor spread
adjustment identified in paragraph (c) of
this section.

(ii) On the date one year after the
LIBOR replacement date and thereafter:
(A) In place of overnight LIBOR, the
benchmark replacement shall be SOFR

plus the tenor spread adjustment
identified in paragraph (c)(1) of this
section; and

(B) In place of one-, three-, six-, or 12-
month tenors of LIBOR, the benchmark
replacement shall be the corresponding
one-, three-, six-, or 12-month CME
Term SOFR plus the applicable tenor
spread adjustment identified in
paragraph (c) of this section.

(iii) The rates published or provided
by Refinitiv Limited as “USD IBOR Cash
Fallbacks” for “Consumer” products
shall be deemed equal to the rates
identified in paragraphs (b)(2)(i) and (ii)
of this section.

(3) For a covered contract that is a
covered GSE contract—

(i) In place of overnight LIBOR, the
benchmark replacement shall be SOFR
plus the tenor spread adjustment
identified in paragraph (c)(1) of this
section; and

(ii) In place of one-, three-, six-, or 12-
month tenors of LIBOR, the benchmark
replacement shall be the 30-day Average
SOFR plus the applicable tenor spread
adjustment identified in paragraph (c) of
this section.

(c) Tenor spread adjustments. The
following tenor spread adjustments
shall be included as part of the Board-
selected benchmark replacements as
indicated in paragraphs (a) and (b) of
this section:

(1) 0.00644 percent for overnight
LIBOR;

(2) 0.11448 percent for one-month
LIBOR;

(3) 0.26161 percent for three-month
LIBOR;

(4) 0.42826 percent for six-month
LIBOR; and

(5) 0.71513 percent for 12-month
LIBOR.

(d) Date for determining Board-
selected benchmark replacement. For
purposes of this part, any Board-
selected benchmark replacement shall
be determined as of the day that, under
the covered contract, would have been
used to determine the LIBOR-based rate
that is being replaced or, if the Board-
selected benchmark replacement is not
published on the day indicated in the
covered contract, the most recently
available publication should be used.

§253.5 Benchmark Replacement
Conforming Changes.

(a) Benchmark replacement
conforming changes.

(1) The Board may, in its discretion,
by regulation or order, require any
additional technical, administrative, or
operational changes, alterations, or
modifications in LIBOR contracts based
on a determination that such changes,
alterations, or modifications would
address one or more issues affecting the
implementation, administration, and
calculation of a Board-selected
benchmark replacement in LIBOR
contracts.

(2) Solely with respect to a LIBOR
contract that is not a consumer loan, a
calculating person may make any
additional technical, administrative, or
operational changes, alterations or
modifications that, in that person’s
reasonable judgment, would be
necessary or appropriate to permit the
implementation, administration, and
calculation of the Board-selected
benchmark replacement under or with
respect to a LIBOR contract after giving
due consideration to any changes,
alterations, or modifications otherwise
required by the Board in this part or
pursuant to paragraph (a)(1) of this
section.

§253.6 Preemption.

(a) Pursuant to section 107 of the
Adjustable Interest Rate (LIBOR) Act,
this part supersedes any provision of
any state or local law, statute, rule,
regulation, or standard—

(1) Relating to the selection or use of
a benchmark replacement or related
conforming changes; or

(2) Expressly limiting the manner of
calculating interest, including the
compounding of interest, as that
provision applies to the selection or use
of a Board-selected benchmark
replacement or benchmark replacement
conforming changes.

By order of the Board of Governors of the
Federal Reserve System.

Ann Misback,

Secretary of the Board.

[FR Doc. 2022-15658 Filed 7-27-22; 8:45 am]
BILLING CODE 6210-01-P

FARM CREDIT ADMINISTRATION
12 CFR Part 609
RIN 3052—-AD53

Cyber Risk Management

AGENCY: Farm Credit Administration.
ACTION: Proposed rule.

SUMMARY: The Farm Credit
Administration (FCA, we, our, or
Agency) proposes to rescind and revise
our regulations to reflect developments
in cyber risk and continuously evolving
business practices concerning electronic
business (E-business) and to rename the
regulations “Cyber Risk Management”.
DATES: Comments on this proposed rule
must be submitted on or before
September 26, 2022.

ADDRESSES: We offer a variety of
methods for you to submit comments.
For accuracy and efficiency,
commenters are encouraged to submit
comments by email or through the
FCA’s website. As facsimiles (fax) are
difficult for us to process and achieve
compliance with section 508 of the
Rehabilitation Act, we do not accept
comments submitted by fax. Regardless
of the method you use, please do not
submit your comment multiple times
via different methods. You may submit
comments by any of the following
methods:

e Email: Send us an email at reg-
comm@fca.gov.

e FCA website: https://www.fca.gov.
Click inside the “Iwant to. . .” field
near the top of the page; select
‘“‘comment on a pending regulation”
from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

e Mail: Autumn R. Agans, Deputy
Director, Office of Regulatory Policy,
Farm Credit Administration, 1501 Farm
Credit Drive, McLean, VA 22102-5090.

You may review copies of all
comments we receive at our office in
McLean, Virginia, or on our website at
https://www.fca.gov. Once you are in
the website, click inside the “I want to
. . .7 field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.



https://www.fca.gov

https://www.fca.gov

mailto:reg-comm@fca.gov

mailto:reg-comm@fca.gov
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We will show your comments as
submitted, but for technical reasons we
may omit some items such as logos and
special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, we will
attempt to remove email addresses to
help reduce internet spam.

FOR FURTHER INFORMATION CONTACT:
Technical information: Dr. Ira D.
Marshall, Senior Policy Analyst, Office
of Regulatory Policy, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883—4414, TTY (703) 883—
4056.

Legal information: Jane Virga,
Assistant General Counsel, Office of
General Counsel, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883—4020, TTY (703) 883—
4056.

SUPPLEMENTARY INFORMATION:
I. Objectives

Our objectives in this proposed rule
are to:

e Delete references to the
requirements of “Electronic Signatures
in Global and National Commerce Act”
(E=SIGN) (Pub. L. 106—229), which
became effective October 1, 2000. E—-
SIGN governs transactions relating to
the conduct of business, consumer, or
commercial affairs between two or more
persons. We also propose to delete
references to the Federal Reserve Board
(FRB) regulations at 12 CFR parts 202,
213, and 226 (Regulations B, Z, and M).
These laws apply to the Farm Credit
System (System) regardless of citation in
part 609. Thus, we believe that these
references are no longer necessary.

e Revise part 609 to codify existing
expectations and ensure the relevance
and adequacy of risk management
practices, corporate governance, and
internal control systems for conducting
business in an electronic environment.

II. Background

The regulations at 12 CFR part 609
were enacted in 2002. The FCA’s
information technology-related
regulations primarily focus on E-
commerce terminology and the concept
of conducting business in an E-
commerce environment. Since then,
there have been significant growth,
changes, and advancements in
information technology (IT) and the
System’s use of technology to conduct
business. For example, in the year 2000,
just half of Americans had broadband
access at home. Today, that number sits
at more than 90%. As more individuals
access and utilize information
technology and online services to

conduct their business, the System has
responded accordingly. It is the
responsibility of the FCA, as the
System’s regulator and examiner, to see
that the System’s use of information
technology is consistent with operating
in a safe and sound manner.

To that end, we propose to revise the
current E-commerce regulations at part
609 to codify existing expectations
concerning risk management practices,
corporate governance, and internal
control systems for conducting business
in an electronic environment. These
expectations have been and are
continually communicated to System
institutions through the FCA’s role as
examiner of the System. By codifying
expectations through these proposed
regulations, we ensure each System
institution fully understands the
responsibility to operate under a
comprehensive cyber risk framework.
This proposed rule gives stakeholders
an opportunity to comment on these
important expectations.

Information security refers to the
policies, procedures, and technologies
used to protect information and
information systems from unauthorized
access, use, disclosure, disruption,
modification, or destruction to provide
confidentiality, integrity, and
availability of information and data, no
matter its form. Cyber security is the
process of protecting information assets
and data by preventing, detecting, and
responding to cyber-attacks. Cyber risk
is any risk associated with financial
loss, disruption, or damage to the
reputation of an organization due to the
failure or unauthorized or erroneous use
of its information systems. The policies,
procedures, and internal controls
implemented to manage cyber risk
should incorporate information security
and cyber security concepts and sound
business practices. Appropriate
governance and controls over cyber risk
can help guide future decision-making
about how to mitigate risk while
focusing on an institution’s strategic
goals and objectives.

A. Recissions

We propose to rescind §§609.910,
609.915, 609.920, 609.925, 609.940, and
609.950. The rescissions will delete all
references to E-SIGN and FRB
Regulations B, Z, and M. E-SIGN and
the FRB regulations do not establish
independent requirements of System
institutions. Furthermore, we believe
the reminder of the applicability of E—
SIGN and the FRB regulations is no
longer necessary. The substantive
content of §609.940 (Internal systems
and controls) has been absorbed by the
proposed revisions of § 609.930 below.

B. Revisions

We also propose to revise §§609.905,
609.930, and 609.935. We do not
propose any changes to § 609.945
(Records retention). We also propose to
revise the name of part 609 to “Cyber
Risk Management” and rename the
sections, consistent with the proposed
revisions. These revisions will codify
FCA’s expectations for System
institutions when considering and
documenting cyber risk policies and
procedures, commensurate with the size
and complexity of each individual
association.

Most notably, we propose to revise
part 609 to require an institution to
implement a board-approved cyber risk
plan that helps an institution manage
the risk by:

1. Assessing institution risk and
identifying potential points of vulnerability;

2. Establishing a risk management program
for the institution’s identified risks;

3. Considering privacy and legal
compliance issues surrounding cyber risk;

4. Developing an incident response plan;

5. Developing a cyber risk training
program;

6. Setting policies for managing third-party
relationships;

7. Maintaining robust internal controls;
and

8. Establishing institution board reporting
requirements.

FCA seeks to maintain maximum
flexibility for System institutions,
including the Federal Agricultural
Mortgage Corporation (FAMC), given
our understanding that there are varying
degrees of size and complexity across
the System. Institutions must strive to
maintain industry standards. We note
our Office of Examination frequently
consults the Federal Financial
Institutions Examination Council
(FFIEC) guidance when examining for
safety and soundness as it relates to
institutions’ cyber risk. We believe
implementing appropriate risk
management strategies means System
institutions will demonstrate effective
cyber risk governance and continuously
monitor and manage their cyber risk
within the risk appetite and tolerance
approved by their boards of directors.

Comments are sought on all the
provisions in the regulation.

List of Subjects in 12 CFR Part 609

Agriculture, Banks, Banking,
Computer technology, Reporting and
recordkeeping requirements, Rural
areas.

For the reasons stated in the
preamble, FCA proposes to revise part
609 of title 12 of the Code of Federal
Regulations to read as follows:
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PART 609—CYBER RISK
MANAGEMENT

Subpart A—General Rules

Sec.
609.905 In general.

Subpart B—Standards for Boards and
Management

Sec.

609.930 Cyber risk management.
609.935 Business planning.

609.945 Records retention.

Authority: Section 5.9 of the Farm Credit
Act (12 U.S.C. 2243).

PART 609—CYBER RISK
MANAGEMENT

Subpart A—General Rules

§609.905 In general.

Farm Credit System (System)
institutions must engage in appropriate
risk management practices to ensure
safety and soundness of their
operations. A System institution’s board
and management must maintain
effective policies, procedures, and
controls to mitigate cyber risks. This
includes establishing an appropriate
vulnerability management program to
monitor cyber threats, mitigate any
known vulnerabilities, and establish
appropriate reporting mechanisms to
the institution’s board and the Farm
Credit Administration (FCA).

Subpart B—Standards for Boards and
Management

§609.930 Cyber risk management.

(a) Cyber risk management program.
Each System institution must
implement a comprehensive, written
cyber risk management program
consistent with the size and complexity
of the institution’s operations. The
program must ensure the security and
confidentiality of current, former, and
potential customer and employee
information, protect against reasonably
anticipated cyber threats or hazards to
the security or integrity of such
information, and protect against
unauthorized access to or use of such
information.

(b) Role of the board and
management. Each year, the board of
directors of each System institution or
an appropriate committee of the board
must:

(1) Approve a written cyber risk
program. The program must be
consistent with industry standards to
ensure the institution’s safety and
soundness and compliance with law
and regulations;

(2) Oversee the development,
implementation, and maintenance of the
institution’s cyber risk program; and

(3) Assign roles and responsibilities
and determine necessary expertise for
the institution’s board, management,
and employees.

(c) Cyber risk program. Each
institution’s cyber risk program must, at
a minimum:

(1) Include an annual risk assessment
of the internal and external factors
likely to affect the institution. The risk
assessment, at a minimum, must:

(i) Identify and assess internal and
external factors that could result in
unauthorized disclosure, misuse,
alteration, or destruction of current,
former, and potential customer and
employee information or information
systems; and

(ii) Assess the sufficiency of policies,
procedures, internal controls, and other
practices in place to mitigate risks.

(2) Identify systems and software
vulnerabilities, prioritize the
vulnerabilities and the affected systems
in order of risk, and perform timely
remediation. The particular security
measures an institution adopts will
depend upon the risks presented by the
size of the institution and the nature,
scope, and complexity of the
institution’s operations and activities.

(3) Maintain an incident response
plan that contains procedures the
institution must implement when it
suspects or detects unauthorized access
to current, former, or potential
customer, employee, or other sensitive
or confidential information. At a
minimum, an institution’s incident
response plan must contain procedures
for:

(i) Assessing the nature and scope of
an incident, and identifying what
information systems and types of
information have been accessed or
misused;

(ii) Acting to contain the incident
while preserving records and other
evidence;

(iii) Resuming business activities
during intrusion response;

(iv) Notifying the institution’s board
of directors when the institution learns
of an incident involving unauthorized
access to or use of sensitive or
confidential customer and/or employee
information;

(v) Notifying FCA as soon as possible
or no later than 36 hours after the
institution determines that an incident
has occurred; and

(vi) Notifying former, current, or
potential customers and employees and
known visitors to your website of an
incident, when warranted, and in

accordance with State and Federal laws.

(4) Describe the plan to train
employees, vendors, contractors, and

the institution board to implement the
institution’s cyber risk program.

(5) Include policies for vendor
management and oversight. Each
institution, at a minimum, must:

(i) Exercise appropriate due diligence
in selecting vendors;

(ii) Require its vendors, by contract, to
implement appropriate measures
designed to meet the objectives of the
institution’s cyber risk program; and

(ii1) Monitor its vendors to ensure
they have satisfied agreed upon
expectations and deliverables.
Monitoring must include reviewing
audits, summaries of test results, or
other equivalent evaluations of its
vendors.

(6) Maintain robust internal controls
by regularly testing the key controls,
systems, and procedures of the cyber
risk management program.

(i) The frequency and nature of such
tests are to be determined by the
institution’s risk assessment.

(ii) Tests must be conducted or
reviewed by independent third parties
or staff independent of those who
develop or maintain the cyber risk
management program.

(iii) Internal systems and controls
must provide reasonable assurances that
System institutions will prevent, detect,
and remediate material deficiencies on
a timely basis.

(d) Privacy. Institutions must consider
privacy and other legal compliance
issues, including but not limited to, the
privacy and security of System
institution information; current, former,
and potential borrower information; and
employee information, as well as
compliance with statutory requirements
for the use of electronic media.

(e) Board reporting requirements.
Each institution must report quarterly to
its board or an appropriate committee of
the board. The report must contain
material matters and metrics related to
the institution’s cyber risk management
program, including specific risks and
threats.

§609.935 Business planning.

The annually approved business plan
required under subpart J of part 618 of
this chapter, and § 652.60 of this chapter
for the Federal Agricultural Mortgage
Corporation, must include a technology
plan that, at a minimum:

(a) Describes the institution’s
intended technology goals, performance
measures, and objectives;

(b) Details the technology budget;

(c) Identifies and assesses the
business risk of proposed technology
changes and assesses the adequacy of
the institution’s cyber risk program;

(d) Describes how the institution’s
technology and security support the
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current and planned business
operations; and

(e) Reviews internal and external
technology factors likely to affect the
institution during the planning period.

§609.945 Records retention.

Records stored electronically must be
accurate, accessible, and reproducible
for later reference.

Dated: July 19, 2022.

Ashley Waldron,

Secretary, Farm Credit Administration.
[FR Doc. 2022—-15747 Filed 7-27-22; 8:45 am|
BILLING CODE 6705-01-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2022—-0979; Project
Identifier MCAI-2022-00171-T]

RIN 2120-AA64

Airworthiness Directives; Embraer S.A.
(Type Certificate Previously Held by
Yabora Industria Aeronautica S.A.;
Embraer S.A.) Airplanes

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of proposed rulemaking
(NPRM).

SUMMARY: The FAA proposes to
supersede Airworthiness Directive (AD)
2019-25-16, which applies to certain
Embraer S.A. Model ERJ 170-100 LR,
—100 STD, —100 SE, and —100 SU
airplanes; and Model ERJ 170-200 LR,
—200 SU, —200 STD, and —200LL
airplanes. AD 2019-25—-16 requires
revising the existing maintenance or
inspection program, as applicable, to
incorporate new or more restrictive
airworthiness limitations. Since the
FAA issued AD 2019-25-16, the FAA
has determined that new or more
restrictive airworthiness limitations are
necessary. This proposed AD would
continue to require the actions in AD
2019-25-16 and require revising the
existing maintenance or inspection
program, as applicable, to incorporate
additional new or more restrictive
airworthiness limitations and
incorporate certain structural
modifications, as specified in an
Agéncia Nacional de Aviagdo Civil
(ANAC) AD, which is proposed for
incorporation by reference. The FAA is
proposing this AD to address the unsafe
condition on these products.

DATES: The FAA must receive comments
on this proposed AD by September 12,
2022.

ADDRESSES: You may send comments,
using the procedures found in 14 CFR
11.43 and 11.45, by any of the following
methods:

e Federal eRulemaking Portal: Go to
www.regulations.gov. Follow the
instructions for submitting comments.

e Fax:202—-493-2251.

e Mail: U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590.

e Hand Delivery: U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590, between 9 a.m.
and 5 p.m., Monday through Friday,
except Federal holidays.

For ANAC material that will be
incorporated by reference (IBR) in this
AD, contact National Civil Aviation
Agency (ANAC), Aeronautical Products
Certification Branch (GGCP), Rua Dr.
Orlando Feirabend Filho, 230—Centro
Empresarial Aquarius—Torre B—
Andares 14 a 18, Parque Residencial
Aquarius, CEP 12.246—-190—Sé0 José
dos Campos—SP, Brazil; telephone 55
(12) 3203-6600; email pac@anac.gov.br;
internet www.anac.gov.br/en/. You may
find this material on the ANAC website
at https://sistemas.anac.gov.br/
certificacao/DA/DAE.asp. For Embraer
service information identified in this
proposed AD, contact Embraer S.A.,
Technical Publications Section (PC
060), Av. Brigadeiro Faria Lima, 2170—
Putim—12227-901 Séo Jose dos
Campos—SP—-Brasil; telephone +55 12
3927-5852 or +55 12 3309-0732; fax
+55 12 3927-7546; email distrib@
embraer.com.br; internet
www.flyembraer.com. You may view
this material at the FAA, Airworthiness
Products Section, Operational Safety
Branch, 2200 South 216th St., Des
Moines, WA. For information on the
availability of this material at the FAA,
call 206-231-3195. The ANAC AD is
also available in the AD docket at
www.regulations.gov by searching for
and locating Docket No. FAA-2022—
0979.

Examining the AD Docket

You may examine the AD docket at
www.regulations.gov by searching for
and locating Docket No. FAA-2022—
0979; or in person at Docket Operations
between 9 a.m. and 5 p.m., Monday

through Friday, except Federal holidays.

The AD docket contains this NPRM, the
mandatory continuing airworthiness
information (MCAI), any comments
received, and other information. The
street address for Docket Operations is
listed above.

FOR FURTHER INFORMATION CONTACT:
Krista Greer, Aerospace Engineer, Large
Aircraft Section, FAA, International
Validation Branch, 2200 South 216th
St., Des Moines, WA 98198; telephone
206—231-3221; email krista.greer@
faa.gov.

SUPPLEMENTARY INFORMATION:
Comments Invited

The FAA invites you to send any
written relevant data, views, or
arguments about this proposal. Send
your comments to an address listed
under ADDRESSES. Include ‘“Docket No.
FAA-2022-0979; Project Identifier
MCAI-2022-00171-T"" at the beginning
of your comments. The most helpful
comments reference a specific portion of
the proposal, explain the reason for any
recommended change, and include
supporting data. The FAA will consider
all comments received by the closing
date and may amend this proposal
because of those comments.

Except for Confidential Business
Information (CBI) as described in the
following paragraph, and other
information as described in 14 CFR
11.35, the FAA will post all comments
received, without change, to
www.regulations.gov, including any
personal information you provide. The
agency will also post a report
summarizing each substantive verbal
contact received about this NPRM.

Confidential Business Information

CBI is commercial or financial
information that is both customarily and
actually treated as private by its owner.
Under the Freedom of Information Act
(FOIA) (5 U.S.C. 552), CBI is exempt
from public disclosure. If your
comments responsive to this NPRM
contain commercial or financial
information that is customarily treated
as private, that you actually treat as
private, and that is relevant or
responsive to this NPRM, it is important
that you clearly designate the submitted
comments as CBI. Please mark each
page of your submission containing CBI
as “PROPIN.” The FAA will treat such
marked submissions as confidential
under the FOIA, and they will not be
placed in the public docket of this
NPRM. Submissions containing CBI
should be sent to Krista Greer,
Aerospace Engineer, Large Aircraft
Section, FAA, International Validation
Branch, 2200 South 216th St., Des
Moines, WA 98198; telephone 206-231—
3221; email krista.greer@faa.gov. Any
commentary that the FAA receives
which is not specifically designated as
CBI will be placed in the public docket
for this rulemaking.



https://sistemas.anac.gov.br/certificacao/DA/DAE.asp
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mailto:distrib@embraer.com.br

mailto:distrib@embraer.com.br

mailto:krista.greer@faa.gov

mailto:krista.greer@faa.gov

mailto:krista.greer@faa.gov

http://www.regulations.gov

http://www.anac.gov.br/en/

http://www.regulations.gov

http://www.regulations.gov

http://www.regulations.gov

http://www.flyembraer.com

mailto:pac@anac.gov.br



				Superintendent of Documents

		2022-07-28T01:45:21-0400

		Government Publishing Office, Washington, DC 20401

		Government Publishing Office

		Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office










>
GPO,

58559

Rules and Regulations

Federal Register
Vol. 86, No. 202

Friday, October 22, 2021

This section of the FEDERAL REGISTER
contains regulatory documents having general
applicability and legal effect, most of which
are keyed to and codified in the Code of
Federal Regulations, which is published under
50 titles pursuant to 44 U.S.C. 1510.

The Code of Federal Regulations is sold by
the Superintendent of Documents.

FARM CREDIT ADMINISTRATION
12 CFR Parts 611 and 621

RIN 3052-AC44
Standards of Conduct

AGENCY: Farm Credit Administration.

ACTION: Final rule; technical
amendments.

SUMMARY: On September 13, 2021, the
Farm Credit Administration (FCA)
issued a final rule on standards of
conduct for directors and employees of
Farm Credit System (System)
institutions. That final rule document
inadvertently failed to update two cross-
references to the standards of conduct
rules contained in parts 611 and 621 of
the same chapter. This document makes
those changes to the cross-references
contained in parts 611 and 621.

DATES: Effective January 1, 2023.

FOR FURTHER INFORMATION CONTACT:
Antonya Brown, Technical Editor,
Office of General Counsel, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883—4020, TTY (703) 883—
4056.

SUPPLEMENTARY INFORMATION: On
Monday, September 13, 2021, FCA
published in the Federal Register (86
FR 50956) a final rule amending FCA
regulations governing standards of
conduct for System director and
employees, excluding the Federal
Agricultural Mortgage Corporation,
located in part 612 of chapter VI, title
12 of the Code of Federal Regulations.
The rulemaking included renumbering
certain sections of the existing standards
of conduct provisions. In issuing the
final rule, corresponding updates to
standards of conduct regulatory
references were inadvertently omitted.
This document changes those cross-
references to FCA standards of conduct
contained §§611.1153(c)(3) and 621.30
of the same chapter.

List of Subjects in 12 CFR Parts 611 and
621

Accounting, Agriculture, Banks,
Banking, Conflicts of interest, Crime,
Reporting and recordkeeping
requirements, Investigations, Rural
areas.

Accordingly, 12 CFR parts 611 and
621 are corrected by making the
following correcting amendments:

PART 611—ORGANIZATION

m 1. The authority citation for part 611
continues to read as follows:

Authority: Secs. 1.2, 1.3, 1.4, 1.5, 1.12,
1.13, 2.0, 2.1, 2.2, 2.10, 2.11, 2.12, 3.0, 3.1,
3.2,3.3,3.7, 3.8, 3.9, 4.3A, 4.12, 4.12A, 4.15,
4.20, 4.21, 4.25, 4.26, 4.27,4.28A, 5.9, 5.17,
5.25, 7.0-7.13, 8.5(e) of the Farm Credit Act
(12 U.S.C. 2002, 2011, 2012, 2013, 2020,
2021, 2071, 2072, 2073, 2091, 2092, 2093,
2121, 2122, 2123, 2124, 2128, 2129, 2130,
2154a, 2183, 2184, 2203, 2208, 2209, 2211,
2212, 2213, 2214, 2243, 2252, 2261, 2279a—
2279f-1, 2279aa-5(e)); secs. 411 and 412 of
Pub. L. 100-233, 101 Stat. 1568, 1638; secs.
414 of Pub. L. 100-399, 102 Stat. 989, 1004.

Subpart J—Unincorporated Business
Entities

§611.1153 [Amended]

m 2.In §611.1153, amend paragraph
(c)(3) by removing the phrase “in
compliance with the standards of
conduct rules in §§612.2130 through
612.2270” and adding in its place the
phrase “in compliance with the
standards of conduct rules in 12 CFR
612, subpart A of this chapter.”

PART 621—ACCOUNTING AND
REPORTING REQUIREMENTS

m 3. The authority citation for part 621
continues to read as follows:

Authority: Secs. 4.12(b)(5), 4.14, 4.14A,
4.14D, 5.17, 5.22A, 8.11 of the Farm Credit
Act (12 U.S.C. 2183, 2202, 2202a, 2202d,
2252, 2257a, 2279aa—11); sec. 514 of Pub. L.
102-552.

Subpart E—Auditor Independence
§621.30 [Amended]

m 4.In §621.30, amend the last sentence
by removing the phrase “§612.2260 of
this chapter” and adding in its place the
phrase “§ 612.2180 of this chapter.”

* * * * *

Dated: October 19, 2021.
Dale Aultman,
Secretary, Farm Credit Administration.
[FR Doc. 2021-23059 Filed 10-21-21; 8:45 am]
BILLING CODE 6705-01-P

FARM CREDIT ADMINISTRATION
12 CFR Part 612

RIN 3052-AC44

Standards of Conduct

AGENCY: Farm Credit Administration.
ACTION: Notification of effective date.

SUMMARY: The Farm Credit
Administration (FCA) issued a final rule
amending our regulations governing
standards of conduct of directors and
employees of the Farm Credit System
(System) institutions to require each
System institution to have or develop a
Standards of Conduct Program based on
core principles.

DATES: The final rule amending subpart
A of 12 CFR part 612, published on
September 13, 2021 (86 FR 50956), is
effective on January 1, 2023.

FOR FURTHER INFORMATION CONTACT:
Technical information: Lori
Markowitz, Senior Policy Analyst,
Office of Regulatory Policy, Farm Credit
Administration, (703) 883—4487, TTY
(703) 883-4056, ORPMailbox@fca.gov.
Legal information: Laura McFarland,
Senior Counsel, Office of General
Counsel, Farm Credit Administration,
(703) 883—4020, TTY (703) 883—4056.

SUPPLEMENTARY INFORMATION: On
September 13, 2021, FCA issued a final
rule adopting amendments to our
regulations governing standards of
conduct of System directors and
employees, excluding the Federal
Agricultural Mortgage Corporation. The
final rule requires each System
institution to have or develop a
Standards of Conduct Program based on
core principles which serve as the
foundation for ethical conduct,
including requiring each System
institution to adopt a Code of Ethics and
address the responsibilities of directors,
employees, and Standards of Conduct
Officials.

In accordance with 12 U.S.C.
2252(c)(1), the effective date of the rule
may be no earlier than 30 days from the
date of publication in the Federal
Register during which either or both
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Houses of Congress are in session. The
Act does not prevent FCA from
identifying an effective date that
provides more than the minimum
required amount of time. The Standards
of Conduct rule was expected to be
effective on or about November 3, 2021,
but the FCA Board voted on October 18,
2021 to delay the effective date to
January 1, 2023. FCA believes
postponing the effective date will allow
System institutions the necessary time
to develop and implement the required
Standards of Conduct policies, as well
as train directors and employees on the
new requirements.

We are inviting the public to
comment on the change in effective
date. You may submit comments on this
action within 30 days of this notice by
any of the following methods:

e Email: Send us an email at reg-
comm@fca.gov.

o Agency Website: http://
www.fca.gov. Once you are at the
website, select the “Iwantto. .
near the top of the page; select
“comment on a pending regulation”
from the dropdown menu; and click
“Go”.

e Mail: Kevin J. Kramp, Director,
Office of Regulatory Policy, Farm Credit
Administration, 1501 Farm Credit Drive,
McLean, VA 22102-5090.

If FCA receives significant adverse
comments on delaying the effective date
for this rule, FCA will publish a notice
withdrawing this notice that will
indicate how the agency will proceed.

Dated: October 19, 2021.
Dale Aultman,
Secretary, Farm Credit Administration.
[FR Doc. 2021-23062 Filed 10-21-21; 8:45 am]
BILLING CODE 6705-01-P

. field

DEPARTMENT OF HOMELAND
SECURITY

Coast Guard
33 CFR Parts 1 and 175

46 CFR Part 25
[Docket No. USCG-2018-0099]
RIN 1625-AC41

Fire Protection for Recreational
Vessels

AGENCY: Coast Guard, Department of
Homeland Security (DHS).

ACTION: Final rule.

SUMMARY: The Coast Guard is amending
fire extinguishing equipment
regulations for recreational vessels that

are propelled or controlled by
propulsion machinery. This rule
relieves owners of these recreational
vessels from certain inspection,
maintenance, and recordkeeping
requirements that are more suited for
commercial vessels. To make it easier to
find these regulations, this rule also
relocates the regulations to another part
of the Code of Federal Regulations.
DATES: This final rule is effective April
20, 2022.

ADDRESSES: To view documents
mentioned in this preamble as being
available in the docket, go to https://
www.regulations.gov, type USCG-2018—
0099 in the “SEARCH” box and click
“SEARCH.”

FOR FURTHER INFORMATION CONTACT: For
information about this document, call or
email Jeffrey Decker, Office of Auxiliary
and Boating Safety, Boating Safety
Division (CG-BSX-2), Coast Guard;
telephone 202—-372-1507, email
RBSinfo@uscg.mil.

SUPPLEMENTARY INFORMATION:

Table of Contents for Preamble

I. Abbreviations
II. Purpose, Basis, and Regulatory History
A. Purpose
B. Basis and Regulatory History
III. Background
IV. Discussion of Comments and Changes
A. National Fire Protection Association
(NFPA) Comments
B. Burden Estimates of NFPA
Requirements on Recreational Boaters
C. Vagueness of the Coast Guard’s “Good
and Serviceable” Standard
D. Health and Safety Risks
E. Frequency of Portable Fire Extinguisher
Inspections
F. Relocation of Fire Extinguishing
Requirements From 46 CFR to 33 CFR
G. Classes of Portable Fire Extinguishers
Required To Be Carried
H. Number of Portable Fire Extinguishers
Required To Be Carried
I. Standard for Fixed Fire Extinguishing
Systems
J. Requirements for Coast Guard-
Documented Vessels and State-
Registered Vessels
K. Need for Greater Public Awareness
V. Discussion of the Rule
A. What This Rule Does
B. Changes From the Proposed Rule
VI. Regulatory Analyses
A. Regulatory Planning and Review
B. Small Entities
C. Assistance for Small Entities
D. Collection of Information
E. Federalism
F. Unfunded Mandates
G. Taking of Private Property
H. Civil Justice Reform
L. Protection of Children
J. Indian Tribal Governments
K. Energy Effects
L. Technical Standards
M. Environment

1. Abbreviations

CATEX Categorical exclusion

COMDTINST Commandant Instruction

CFR Code of Federal Regulations

DHS Department of Homeland Security

Fire Protection rule Harmonization of
Standards for Fire Protection, Detection,
and Extinguishing Equipment (81 FR
48219, July 22, 2016)

FR Federal Register

NBSAC National Boating Safety Advisory
Council

NFPA National Fire Protection Association

NFPA 10 NFPA 10 Standard for Portable
Fire Extinguishers, 2010 edition

NPRM Notice of proposed rulemaking

OMB Office of Management and Budget

RA Regulatory analysis

§ Section

U.S.C. United States Code

II. Purpose, Basis, and Regulatory
History

A. Purpose

The Coast Guard is amending portable
fire extinguishing equipment
requirements for recreational vessels
that are propelled or controlled by
propulsion machinery. We are relieving
owners of these recreational vessels
from certain inspection, maintenance,
and recordkeeping requirements of
National Fire Protection Association
(NFPA) 10 (2010 edition). These
requirements are more suited for
commercial vessels. This rule does not
alter standards for commercial vessels
including vessels carrying passengers
for hire, or have any effect on
recreational vessels that do not use
propulsion machinery.

This rule also moves fire
extinguishing equipment rules for
recreational vessels from subpart 25.30
(Fire Extinguishing Equipment) of
subchapter C (Uninspected Vessels) of
title 46 of the Code of Federal
Regulations (CFR) to part 175 of
subchapter S (Boating Safety) of title 33,
where other recreational vessel rules
already exist.

B. Basis and Regulatory History

The Secretary of Homeland Security
is authorized by 46 U.S.C. 4302(a)(2) to
prescribe regulations requiring the
installation, carrying, or use of
firefighting equipment and prohibiting
the installation, carrying, or use of
equipment that does not conform to the
safety standards established under
section 4302. The Secretary of
Homeland Security has delegated this
authority to the Coast Guard by
Department of Homeland Security
(DHS) Delegation No. 0170.1(11)(92)(b).
The Commandant has redelegated this
authority to the Assistant Commandant
for Response Policy as described in 33
CFR 1.05-1(d).
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Wednesday, October 20, 2021

This section of the FEDERAL REGISTER
contains notices to the public of the proposed
issuance of rules and regulations. The
purpose of these notices is to give interested
persons an opportunity to participate in the
rule making prior to the adoption of the final
rules.

FARM CREDIT ADMINISTRATION

12 CFR Part 628
RIN 3052-AD42
Risk Weighting of High Volatility

Commercial Real Estate (HVCRE)
Exposures

AGENCY: Farm Credit Administration.

ACTION: Proposed rule; extension of
comment period.

SUMMARY: The Farm Credit
Administration (FCA or we) is
extending the comment period on its
proposed rule that would revise the
regulatory capital requirements for Farm
Credit System (FCS or System)
institutions to define and establish a
risk-weight for high volatility
commercial real estate (HVCRE)
exposures. FCA is extending the
comment period for an additional 61
days, until January 24, 2022, so
interested parties will have additional
time to provide comments on the
proposed rule.

DATES: The comment period for the
proposed rule published on August 26,
2021 (86 FR 47601) is extended from
November 24, 2021, to January 24, 2022.

ADDRESSES: For accuracy and efficiency
reasons, please submit comments by
email or through FCA’s website. We do
not accept comments submitted by
facsimiles (fax), as faxes are difficult for
us to process and achieve compliance
with section 508 of the Rehabilitation
Act of 1973. Please do not submit your
comment multiple times via different
methods. You may submit comments by
any of the following methods:

e Email: Send us an email at reg-
comm@fca.gov.

e FCA website: http://www.fca.gov.
Click inside the “Iwantto. . .” field
near the top of the page; select
“comment on a pending regulation”
from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

e Mail: Kevin J. Kramp, Director,
Office of Regulatory Policy, Farm Credit

Administration, 1501 Farm Credit Drive,
McLean, VA 22102-5090.

You may review copies of comments
we receive on our website at http://
www.fca.gov. Once you are on the
website, click inside the “I want to
. . .” field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.

We will show your comments as
submitted, including any supporting
data provided, but for technical reasons
we may omit items such as logos and
special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, we will
attempt to remove email addresses to
help reduce internet spam. You may
also review comments at our office in
McLean, Virginia. Please call us at (703)
883—4056 or email us at reg-comm@
fca.gov to make an appointment.

FOR FURTHER INFORMATION CONTACT:

Technical information: Ryan Leist,
LeistR@fca.gov, Senior Accountant, or
Jeremy R. Edelstein, Edelsteinj@fca.gov,
Associate Director, Finance and Capital
Markets Team, Office of Regulatory
Policy, Farm Credit Administration,
McLean, VA 22102-5090, (703) 883—
4414, TTY (703) 883—4056, or
ORPMailbox@fca.gov; or Legal
information: Jennifer A. Cohn, Cohnj@
fca.gov, Assistant General Counsel,
Office of General Counsel, Farm Credit
Administration, McLean, VA 22102—
5090, (720) 213-0440, TTY (703) 883—
4056.

SUPPLEMENTARY INFORMATION: On August
26, 2021, FCA published a proposed
rule in the Federal Register that would
update FCA’s regulatory capital
requirements to reflect the increased
risks that exposures to certain
acquisition, development or
construction loans pose to System
institutions. The proposed rule would
also ensure that the System’s capital
requirements are comparable to the
Basel III framework and the
standardized approach the Federal
banking regulatory agencies have
adopted, with deviations as appropriate
to accommodate the different
operational and credit considerations of
the System.

The comment period is currently
scheduled to close on November 24,
2021. See 86 FR 47601. FCA is
extending the comment period for an
additional 61 days, until January 24,
2022, so interested parties will have
additional time to provide comments on
the proposed rule in consideration of
other rulemakings that are also open for
public comment.

Dated: October 15, 2021.
Dale Aultman,
Secretary, Farm Credit Administration Board.
[FR Doc. 2021-22826 Filed 10-19-21; 8:45 am]
BILLING CODE 6705-01-P

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

45 CFR Part 1
RIN 0991-AC29
[HHS-0S-2020-0008; HHS-0S—-2021-0001]

Department of Health and Human
Services Proposed Repeal of HHS
Rules on Guidance, Enforcement, and
Adjudication Procedures

AGENCY: Office of the Secretary,
Department of Health and Human
Services.

ACTION: Notice of proposed rulemaking.

SUMMARY: The Department of Health and
Human Services (HHS or the
Department) is proposing to repeal two
final rules: “Department of Health and
Human Services Good Guidance
Practices,” published in the Federal
Register of December 7, 2020; and
“Department of Health and Human
Services Transparency and Fairness in
Civil Administrative Enforcement
Actions,” published in the Federal
Register of January 14, 2021.

DATES: To be assured consideration,
comments must be received at the
address provided below, no later than
11:59 p.m. November 19, 2021.
ADDRESSES: You may submit comments
through the Federal eRulemaking Portal:
https://www.regulations.gov. Follow the
“Submit a comment” instructions.
Warning: Do not include any personally
identifiable information (such as name,
address, or other contact information) or
confidential business information that
you do not want publicly disclosed. All
comments may be posted on the internet
and can be retrieved by most internet
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DEPARTMENT OF THE TREASURY

Office of the Comptroller of the
Currency

12 CFR Part 45
[Docket No. OCC-2019-0023]
RIN 1557—-AE69

FEDERAL RESERVE SYSTEM

12 CFR Part 237
[Docket No. R—1682]
RIN 7100-AF62

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Part 349
RIN 3064—-AF08

FARM CREDIT ADMINISTRATION

12 CFR Part 624
RIN 3052-AD38

FEDERAL HOUSING FINANCE
AGENCY

12 CFR Part 1221
RIN 2590-AB03

Margin and Capital Requirements for
Covered Swap Entities

AGENCY: Office of the Comptroller of the
Currency, Treasury (OCC); Board of
Governors of the Federal Reserve
System (Board); Federal Deposit
Insurance Corporation (FDIC); Farm
Credit Administration (FCA); and the
Federal Housing Finance Agency
(FHFA).

ACTION: Proposed rule; reopening of
comment period.

SUMMARY: The OCC, Board, FDIC, FCA,
and FHFA (collectively, the agencies)
are reopening the comment period for
the notice of proposed rulemaking
published in the Federal Register on
November 7, 2019, to amend the
agencies’ regulations that require swap
dealers and security-based swap dealers
under the agencies’ respective
jurisdictions to exchange margin with
their counterparties for swaps that are
not centrally cleared (Proposed Swap
Margin Amendments). Reopening the
comment period that closed on
December 9, 2019, will allow interested
persons additional time to analyze and
comment on the Proposed Swap Margin
Amendments.

DATES: The comment period for the
notice of proposed rulemaking
published on November 7, 2019 at 84
FR 59970, is reopened from December 9,
2019, to January 23, 2020.

ADDRESSES: You may submit comments
by any of the methods identified in the
notice of proposed rulemaking, except
that the FCA is no longer accepting
comments through the Federal
eRulemaking Portal at
www.regulations.gov. Commenters may
submit comments to the FCA through
any of the other methods that FCA
identified in the notice of proposed
rulemaking.

FOR FURTHER INFORMATION CONTACT:

OCC: Chris McBride, Director for
Market Risk, Treasury and Market Risk
Policy, (202) 649-6402, or Allison
Hester-Haddad, Counsel, Chief
Counsel’s Office, (202) 649-5490, for
persons who are deaf or hearing
impaired, TTY (202) 649-5597, Office of
the Comptroller of the Currency, 400 7th
Street SW, Washington, DC 20219.

Board: Constance Horsley, Deputy
Associate Director, (202) 4525239,
Lesley Chao, Lead Financial Institution
Policy Analyst, (202) 974-7063, or John
Feid, Principal Economist, (202) 452—
2385, Division of Supervision and
Regulation; Patricia Yeh, Senior
Counsel, (202) 452—-3089, Jason Shafer,
Senior Counsel, (202) 728-5811, or
Justyna Bolter, Senior Attorney, (202)
452-2686, Legal Division; for users of
Telecommunication Devices for the Deaf
(TDD) only, contact 202—263—4869;
Board of Governors of the Federal
Reserve System, 20th and C Streets NW,
Washington, DC 20551.

FDIC: Irina Leonova, Senior Policy
Analyst, ileonova@fdic.gov, Capital
Markets Branch, Division of Risk
Management Supervision, (202) 898—
3843; Thomas F. Hearn, Counsel,
thohearn@fdic.gov, Legal Division,
Federal Deposit Insurance Corporation,
550 17th Street NW, Washington, DC
20429.

FCA:Jeremy R. Edelstein, Associate
Director, Finance & Capital Market
Team, Timothy T. Nerdahl, Senior
Policy Analyst, Clayton D. Milburn,
Senior Financial Analyst, Office of
Regulatory Policy, (703) 883—-4414, TTY
(703) 883—4056, or Richard A. Katz,
Senior Counsel, Office of General
Counsel, (703) 883—4020, TTY (703)
883—4056, Farm Credit Administration,
1501 Farm Credit Drive, McLean, VA
22102-5090.

FHFA: Christopher Vincent, Senior
Financial Analyst, Office of Financial
Analysis, Modeling & Simulations, (202)

649-3685, Christopher.Vincent@
fhfa.gov, or James P. Jordan, Associate
General Counsel, Office of General
Counsel, (202) 649-3075,
James.Jordan@fhfa.gov, Federal Housing
Finance Agency, Constitution Center,
400 7th St. SW, Washington, DC 20219.
The telephone number for the
Telecommunications Device for the
Hearing Impaired is (800) 877-8339.

SUPPLEMENTARY INFORMATION:

I. Background

On November 7, 2019, the agencies
published in the Federal Register a
notice of proposed rulemaking (the
NPR) that would amend the agencies’
regulations that require swap dealers
and security-based swap dealers under
the agencies’ respective jurisdictions to
exchange margin with their
counterparties for swaps that are not
centrally cleared (Swap Margin Rule).1
Specifically, the NPR proposed to make
the following changes to the Swap
Margin Rule:

First, the proposal would provide
relief by allowing legacy swaps—swaps
that were entered into before the
applicable compliance date of the Swap
Margin Rule— to be amended to replace
existing interest rate provisions based
on certain interbank offered rates
(IBORs) and other interest rates that are
reasonably expected to be discontinued
or are reasonably determined to have
lost their relevance as a reliable
benchmark due to a significant
impairment, without such swaps losing
their legacy status.

Second, the proposal would amend
the Swap Margin Rule’s requirements
for inter-affiliate swaps. The proposal
would repeal the requirement for a
covered swap entity to collect initial
margin from its affiliates, but would
retain the requirement that variation
margin be exchanged for affiliate
transactions.

Third, the proposal would add an
additional initial margin compliance
period for certain smaller
counterparties, and clarify the existing
trading documentation requirements in
§_ .10 of the Rule.

Fourth, the proposal would amend
the Swap Margin Rule to permit
amendments caused by conducting
certain routine life-cycle activities that
covered swap entities may conduct for
legacy swaps, such as reduction of

184 FR 59970 (Nov. 7, 2019).
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notional amounts and portfolio
compression exercises, without
triggering margin requirements.

II. Reopening of Comment Period and
Request for Comment

The original comment period for the
NPR closed on December 9, 2019.2 The
agencies received public comments
requesting an extension of the comment
period, noting that the commenters did
not have sufficient time to analyze fully
the agencies’ notice of proposed
rulemaking during the original 30-day
comment period. To give these, and
similarly situated, commenters
additional time, the agencies are re-
opening the comment period through
January 23, 2020, until which time
interested parties may submit public
comments on the rule amendments
proposed and the questions presented in
the NPR.

Dated: December 20, 2019.
Jonathan V. Gould,

Senior Deputy Comptroller and Chief
Counsel, Office of the Comptroller of the
Currency.

By order of the Board of Governors of the
Federal Reserve System, acting through the
Secretary of the Board under delegated
authority, December 20, 2019.

Margaret McCloskey Shanks,
Deputy Secretary of the Board.
Federal Deposit Insurance Corporation.

Dated at Washington, DC, on December 19,
2019.

Annmarie H. Boyd,
Assistant Executive Secretary.

By order of the Board of the Farm Credit
Administration.

Dated at McLean, VA, this 20th day of
December, 2019.

Dale L. Aultman,
Secretary.
December 12, 2019.
Mark A. Calabria,
Director, Federal Housing Finance Agency.
[FR Doc. 2019-28052 Filed 12-27-19; 8:45 am]

BILLING CODE 4810-33-P; 6210-01-P; 6714-01-P;
8070-01-P; 6705-01-P

2 See 84 FR 59970 (November 7, 2019).

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Food and Drug Administration

21 CFR Part 133
[Docket No. FDA-2008—-P-0086]

Cheeses and Related Cheese
Products; Proposal To Permit the Use
of Ultrafiltered Milk; Reopening the
Comment Period

AGENCY: Food and Drug Administration,
HHS.

ACTION: Proposed rule; reopening of the
comment period.

SUMMARY: The Food and Drug
Administration (FDA or we) is
reopening the comment period for the
proposed rule published in the Federal
Register of October 19, 2005, entitled
“Cheeses and Related Cheese Products;
Proposal to Permit the Use of
Ultrafiltered Milk.” The proposed rule
would amend our regulations to provide
for the use of fluid ultrafiltered (UF)
milk in the manufacture of standardized
cheeses and related cheese products. We
are reopening the comment period to
receive new information and further
comment on current industry practices
regarding the use of fluid UF milk and
fluid UF nonfat milk in the manufacture
of standardized cheeses and related
cheese products, and the declaration of
fluid UF milk and fluid UF nonfat milk
when used as ingredients in
standardized cheeses and related cheese
products.

DATES: FDA is reopening the comment
period on the proposed rule published
on October 19, 2005 (70 FR 60751).
Submit either electronic or written
comments by March 30, 2020.
ADDRESSES: You may submit comments
as follows. Please note that late,
untimely filed comments will not be
considered. Electronic comments must
be submitted on or before March 30,
2020. The https://www.regulations.gov
electronic filing system will accept
comments until 11:59 p.m. Eastern Time
at the end of March 30, 2020. Comments
received by mail/hand delivery/courier
(for written/paper submissions) will be
considered timely if they are
postmarked or the delivery service
acceptance receipt is on or before that
date.

Electronic Submissions

Submit electronic comments in the
following way:

e Federal eRulemaking Portal:
https://www.regulations.gov. Follow the
instructions for submitting comments.
Comments submitted electronically,

including attachments, to https://
www.regulations.gov will be posted to
the docket unchanged. Because your
comment will be made public, you are
solely responsible for ensuring that your
comment does not include any
confidential information that you or a
third party may not wish to be posted,
such as medical information, your or
anyone else’s Social Security number, or
confidential business information, such
as a manufacturing process. Please note
that if you include your name, contact
information, or other information that
identifies you in the body of your
comments, that information will be
posted on https://www.regulations.gov.
e If you want to submit a comment
with confidential information that you
do not wish to be made available to the
public, submit the comment as a
written/paper submission and in the
manner detailed (see “Written/Paper
Submissions’ and ‘““Instructions’).

Written/Paper Submissions

Submit written/paper submissions as
follows:

e Mail/Hand delivery/Courier (for
written/paper submissions): Dockets
Management Staff (HFA-305), Food and
Drug Administration, 5630 Fishers
Lane, Rm. 1061, Rockville, MD 20852.

¢ For written/paper comments
submitted to the Dockets Management
Staff, FDA will post your comment, as
well as any attachments, except for
information submitted, marked and
identified, as confidential, if submitted
as detailed in “Instructions.”

Instructions: All submissions received
must include the Docket No. FDA—
2008—-P-0086 for “Cheeses and Related
Cheese Products; Proposal to Permit the
Use of Ultrafiltered Milk.” Received
comments, those filed in a timely
manner (see ADDRESSES), will be
placed in the docket and, except for
those submitted as “Confidential
Submissions,” publicly viewable at
https://www.regulations.gov or at the
Dockets Management Staff between 9
a.m. and 4 p.m., Monday through
Friday.

¢ Confidential Submissions—To
submit a comment with confidential
information that you do not wish to be
made publicly available, submit your
comments only as a written/paper
submission. You should submit two
copies total. One copy will include the
information you claim to be confidential
with a heading or cover note that states
“THIS DOCUMENT CONTAINS
CONFIDENTIAL INFORMATION.” We
will review this copy, including the
claimed confidential information, in our
consideration of comments. The second
copy, which will have the claimed
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FARM CREDIT ADMINISTRATION

12 CFR Parts 611 and 619

RIN 3052-AC97

Organization; Definitions; Eligibility Criteria for Outside Directors
AGENCY: Farm Credit Administration.

ACTION: Proposed rule.

SUMMARY: The Farm Credit Administration (FCA, we, or our) is proposing to amend its
regulations affecting the governance of Farm Credit System (System) institutions. The proposed
rule would modify the existing outside director eligibility criteria by expanding the list of persons
who would be excluded from nomination for an outside director’s seat to ensure the independence
of outside directors.

DATES: You may send comments on or before October 23, 2018.

ADDRESSES: We offer a variety of methods for you to submit your comments. For accuracy
and efficiency reasons, commenters are encouraged to submit comments by e-mail or through the
FCA's Web site. As facsimiles (fax) are difficult for us to process and achieve compliance with
section 508 of the Rehabilitation Act of 1973, as amended, we do not accept comments submitted
by fax. Regardless of the method you use, please do not submit your comment multiple times via
different methods. You may submit comments by any of the following methods:
o E-mail: Send us an e-mail at reg-comm@fca.gov.
e FCA Web site: http://www.fca.gov. Select "Public Commenters," then "Public
Comments," and follow the directions for "Submitting a Comment."
e Federal eRulemaking Portal: http://www.regulations.gov. Follow the instructions for
submitting comments.
e Mail: Barry F. Mardock, Deputy Director, Office of Regulatory Policy, Farm Credit
Administration, 1501 Farm Credit Drive, McLean, VA 22102-5090.
You may review copies of all comments we receive at our office in McLean, Virginia, or from
our Web site at http://www.fca.gov. Once you are in the Web site, select "Public Commenters,"
then "Public Comments," and follow the directions for "Reading Submitted Public Comments."
We will show your comments as submitted, but for technical reasons we may omit items such as
logos and special characters. Identifying information you provide, such as phone numbers and
addresses, will be publicly available. However, we will attempt to remove e-mail addresses to
help reduce Internet spam.

FOR FURTHER INFORMATION CONTACT:

Darius Hale, Senior Policy Analyst, Office of Regulatory Policy, (703) 883-4165, TTY (703)
883-4056, Haled@fca.gov,

or
Nancy Tunis, Senior Counsel, Office of General Counsel, (703) 883-4061, TTY (703) 883-4056,
Tunisn@fca.gov.
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SUPPLEMENTARY INFORMATION:

I. Objectives
The objectives of this proposed rule are to:

e Amend the eligibility criteria for outside director in § 611.220(a);

Remove the definition of outside director in § 619.9235;

Strengthen the safety and soundness of System institutions;

Strengthen the independence of System institution boards; and

Incorporate many of the best corporate governance practices for System institutions.

II. Background
The Farm Credit Act of 1971, as amended (Act),! establishes that System banks and

associations must elect a board of directors with such qualifications as may be required by the
institution’s bylaws. Additionally, the Act specifies that at least one member must be appointed
by the stockholder-elected directors and that such member must not be a director, officer,
employee, agent, or stockholder of a System institution.?

Outside directors are appointed by stockholder-elected directors to provide independent
perspective and expertise in appropriate areas. Outside directors achieve this by broadening the
board’s collective knowledge, enhancing the board’s independence, and improving the board’s
ability to carry out its fiduciary duties to the System institution, stockholders and investors.
Current FCA regulations, however, do not specify how far removed from the statutory prohibited
relationships the outside director candidate must be to adequately fulfill the intended independent
role of an outside director. This proposed rule seeks to clarify the eligibility requirements of an
outside director to achieve the independence intended by the statutory requirements.

II1. Section-by-Section Analysis of Proposed Regulatory Changes

A. Definitions [New § 611.220(a)]

As a result of the proposed changes in eligibility criteria for outside directors in
§ 611.220, discussed below, we are proposing to add a new definition section in § 611.220 that
would only apply to that section. The newly defined terms are meant to provide clarity on the
meaning of the new outside director eligibility criteria.

The proposed rule would add affiliated organizations to the definitions in § 611.220. The
new term affiliated organization is defined to mean an entity that is legally distinct from any
System institution, but is organized and operated for the benefit of, and in support of, an
institution and conducts activities that advance the mission of an institution.

The proposed rule would add borrowers to the list of persons excluded from
consideration for an outside director position under § 611.220. Accordingly, the new term
borrower is added to the definitions in § 611.220 and is defined to mean an individual, sole
proprietorship, partnership, joint venture, trust, corporation, or other business entity to which an
institution has made a loan or a commitment to make a loan or purchased a loan or participation
interest in a loan. The new term borrower would also include any person or entity to whom an
institution has made a lease or a commitment to make a lease, or who guarantees repayment of a
loan.

The proposed rule would add controlling interest to the definitions in § 611.220. The new
term controlling interest is defined to mean an individual that, directly or indirectly, or acting
through or in concert with one or more persons:

I Pub. L. 92-181, 85 Stat. 583.
2 Sections 1.4, 2.1, 2.11, 3.2, 3.21(b)(1)(C) and 7.12(c)(3)(A) of the Act.





(1) Owns 5 percent or more of the equity in an entity;

(2) Owns, controls, or has the power to vote 5 percent or more of any class of voting
securities of an entity; or

(3) Has the power to exercise a controlling influence over the management of policies of
such entity.
The new term controlling interest is consistent with the definition of controlled entity found in
§ 612.2130(c). The proposed rule would add the new term entity to the definitions in § 611.220.
The new term entity means a corporation, company, association, firm, joint venture, partnership
(general or limited), society, joint stock company, trust (business or otherwise), fund, or other
organization or institution. This is consistent with the definition of entity found in § 612.2130(e).

The proposed rule would add the new term immediate family member to the definitions
in § 611.220. The new term immediate family member is defined to mean spouse, parent(s),
sibling(s), children, mother(s)- and father(s)-in-law, brother(s)- and sister(s)-in-law, and son(s)-
and daughter(s)-in-law. This is consistent with the definition of immediate family member found
in § 620.1(e).

As a result of the proposed changes in eligibility criteria for an outside director in
§ 611.220, we are proposing to delete the definition of outside director in § 619.9235. The current
definition in § 619.9235 is not consistent with the changes proposed in § 611.220, and it is
unnecessary to duplicate the same language as is proposed in that section. Deleting § 619.9235
will provide clarity in who may serve as an outside director and will avoid redundancy.

B. Eligibility Criteria of Outside Directors [New § 611.220(b)]

We propose modifying the existing outside director eligibility criteria in § 611.220(a)* by
expanding the list of persons who would be excluded from nomination for an outside director’s
seat. The proposed rule would add the following to the list of persons excluded from
consideration for an outside director position:

(D Borrowers of the institution;

2) Immediate family members of any director, officer, employee, agent, stockholder
or borrower of a System institution; and

3) Anyone who has a controlling interest in:

(1) An entity that borrows from a System institution; or

(i1) An affiliated organization of a System institution.

The purpose of expanding those individuals ineligible to serve in the outside director’s
role is to further strengthen the independence perspective on each System institution’s board.
Congress’ intent on establishing the outside director role was to ensure an independent voice was
brought to the boards of System institutions. As such, outside directors are only permitted to
serve on the board of directors of one System institution or affiliated organization at a time.*

To maintain that independent voice, current FCA regulations specify that a candidate for
outside director should not be a stockholder of a System institution. However, the regulations do
not specifically exclude a borrower from serving as an outside director. Borrowers may not
necessarily be stockholders in a System institution. We believe that to be truly independent of a
System institution when being vetted for an outside director’s seat, all borrowers should be
specifically excluded from consideration. This addition would capture those individuals who have
signed a promissory note in a joint capacity (i.e., co-applicant, guarantor), but do not own System
stock.

3 Due to the addition of a new Definitions paragraph in § 611.220, we will re-designate the current §
611.220(a) as § 611.220(b) for Eligibility, Number, and Term.

4 An agricultural credit association and its wholly owned subsidiary associations are treated as a single
entity for examination and regulatory purposes. Therefore, there is no conflict with a director sitting on the
board of an ACA and its wholly owned subsidiary associations.





To further ensure independence from System institutions, we propose excluding
individuals from serving as an outside director if they have an immediate family member who is a
director, officer, employee, agent, stockholder, or a borrower of a System institution. This would
provide additional clarity to our existing rule as to which individuals would be ineligible to serve
as an outside director.

We also propose that a person who has a controlling interest in an entity that borrows
from a System institution or an affiliated organization of a System institution should not be
eligible to serve as an outside director. Those persons who have a controlling stake in, or
influence the decisions of, an entity should not be considered to serve as an outside director if that
entity is a borrower of a System institution. A person who maintains a controlling interest in an
entity who borrows from the System or in an affiliated organization does not have the
independence meant to fill the outside director’s role. The proposed rule would not limit
employees of entity borrowers or affiliated organizations from consideration as an outside
director. Instead, it aims to clarify that those persons who control or advance the financial or
policy decisions of an entity, borrower, or affiliated organization must not be considered as an
outside director because their controlling stake or position in the entity or affiliated organization
could lessen their independence.

We believe that expanding the list of those excluded from outside director consideration
will further improve the board’s ability to carry out its fiduciary responsibilities to the System
institution and its stockholders and investors. We do not believe that including additional
eligibility criteria would adversely affect the board’s ability to select a qualified candidate for an
outside director seat.

Iv. Compliance Date

System institutions would be required to comply with the changes in the eligibility
criteria of outside directors at the next appointment of an outside director candidate after the
effective date of the final rule. We invite your specific comments on the compliance timeframe if
this rule becomes a final rule. If a later compliance date is suggested, please provide a specific
burden that would be alleviated with any later compliance date.

V. Regulatory Flexibility Act

Pursuant to section 605(b)of the Regulatory Flexibility Act (5 U.S.C. 601 et seq.), FCA
hereby certifies that the proposed rule will not have a significant impact on a substantial number
of small entities. Each of the banks in the Farm Credit System, considered together with its
affiliated associations, has assets and annual income in excess of the amounts that would qualify
them as small entities. Therefore, System institutions are not "small entities" as defined in the
Regulatory Flexibility Act.

List of Subjects

12 CFR Part 611
Agriculture, Banks, banking, Conflict of interests, Crime, Investigations, Rural areas.

12 CFR Part 619

Agriculture, Banks, banking, Rural areas.

For the reasons stated in the preamble, parts 611 and 619 of chapter VI, title 12 of the
Code of Federal Regulations are proposed to be amended as follows:

PART 611—ORGANIZATION

1. The authority citation for part 611 continues to read as follows:





Authority: Secs. 1.2, 1.3,1.4,1.5,1.12,1.13,2.0, 2.1, 2.2, 2.10, 2.11, 2.12, 3.0, 3.1, 3.2,
3.3,3.7,3.8,3.9,3.21,4.3A,4.12,4.12A, 4.15, 4.20,4.21,4.25,4.26,4.27,4.28A,5.9,5.17, 5.25,
7.0-7.13, 8.5(e) of the Farm Credit Act (12 U.S.C. 2002, 2011, 2012, 2013, 2020, 2021, 2071,
2072,2073, 2091, 2092, 2093, 2121, 2122, 2123, 2124, 2128, 2129, 2130, 2142, 2154a, 2183,
2184, 2203, 2208, 2209, 2211, 2212, 2213, 2214, 2243, 2252, 2261, 2279a-2279f-1, 2279aa-
5(e)); secs. 411 and 412 of Pub. L. 100-233, 101 Stat. 1568, 1638; sec. 414 of Pub. L. 100-399,
102 Stat. 989, 1004.

2. Section 611.220 is revised to read as follows:

§ 611.220 Outside directors.

(a) Definitions. For purposes of this section, the following definitions apply:

(1) Affiliated organization means an entity that is legally distinct from any Farm Credit
System institution, but is organized and operated for the benefit of, and in support of, an
institution and conducts activities that advance the mission of an institution.

(2) Borrower means an individual, sole proprietorship, partnership, joint venture, trust,
corporation, or other business entity to which an institution has made a loan or a commitment to
make a loan or purchased a loan or participation interest in a loan. The term borrower also
includes any person or entity to whom an institution has made a lease or a commitment to make a
lease, or who guarantees repayment of a loan.

(3) Controlling interest means an individual that, directly or indirectly, or acting through
or in concert with one or more persons:

(1) Owns 5 percent or more of the equity in an entity;

(i) Owns, controls, or has the power to vote 5 percent or more of any class of voting
securities of an entity; or

(iii) Has the power to exercise a controlling influence over the management of policies of
such entity.

(4) Entity means a corporation, company, association, firm, joint venture, partnership
(general or limited), society, joint stock company, trust (business or otherwise), fund, or other
organization or institution.

(5) Immediate family member means spouse, parent(s), sibling(s), children, mother(s)-
and father(s)-in-law, brother(s)- and sister(s)-in-law, and son(s)- and daughter(s)-in-law.

(b) Eligibility, number and term--

(1) Eligibility. Eligibility to serve, and continue serving, as an outside director requires
independence from affiliations with the Farm Credit System. Farm Credit banks and associations
must make a reasonable effort to select outside directors possessing some or all of the desired
director qualifications identified pursuant to § 611.210(a).

(i) No candidate for an outside director position may be a director, officer, employee,
agent, stockholder, or borrower of an institution in the Farm Credit System or be an immediate
family member of any of the above. An outside director candidate or an immediate family
member of such candidate must not have a controlling interest in:

(A) An entity that borrows from a System institution; or

(B) An affiliated organization of a System institution.

(i1) At any given time, an outside director is eligible to serve on the board of directors of
only one Farm Credit System institution or affiliated organization.

(2) Number. Stockholder-elected directors must constitute at least 60 percent of the
members of each institution’s board.

(i) Each Farm Credit bank must have at least two outside directors.

(i1) Associations with total assets exceeding $500 million as of January 1 of each year
must have no fewer than two outside directors on the board. However, this requirement does not






apply if it causes the percent of stockholder-elected directors to be less than 75 percent of the
board.

(iii) Associations with $500 million or less in total assets as of January 1 of each year
must have at least one outside director.

(3) Terms of office. Banks and associations may not establish a different term of office
for outside directors than that established for stockholder-elected directors.

(c) Removal. Each institution must establish and maintain procedures for removal of
outside directors. When the removal of an outside director is sought before the expiration of the
outside director's term, the reason for removal must be documented. An institution's director
removal procedures must allow for removal of an outside director by a majority vote of all voting
stockholders voting, in person or by proxy, or by a two-thirds majority vote of the full board of
directors. The outside director subject to the removal action is prohibited from voting in his or her
own removal action.

PART 619—DEFINITIONS

3. The authority citation for part 619 continues to read as follows:

Authority: Secs. 1.4,1.5,1.7,2.1,2.2,2.4,2.11,2.12,3.1,3.2,3.21,4.9,5.9,5.17, 5.19,
7.0,7.1,7.6,7.8 and 7.12 of the Farm Credit Act (12 U.S.C. 2012, 2013, 2015, 2072, 2073, 2075,
2092, 2093, 2122, 2123, 2142, 2160, 2243, 2252, 2254, 2279a, 2279a-1, 2279b, 2279¢-1, 2279f);
sec. 514 of Pub. L. 102-552, 106 Stat. 4102.

§ 619.9235 [Removed|

4. Remove § 619.9235.

Dated: August 21, 2018.
Dale L. Aultman,

Secretary,
Farm Credit Administration Board.
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(“PHCGC”), Air-Conditioning, Heating, &
Refrigeration Institute (““AHRI”), Spire
Inc., Spire Missouri Inc., and Spire
Alabama Inc. (collectively, the “Joint
Commenters”), requesting a 60-day
extension of the public comment period
to allow more time to review the NOPR,
the preliminary Technical Support
Document (“TSD”), and the supportive
material.? On July 8, 2022, DOE also
received a comment from Atmos Energy
requesting a 60-day extension to allow
for the collection and analysis of data
from their service territories.2 Finally on
July 11, 2022, DOE also received a
comment from Bradford White
Corporation requesting a 60-day
extension of the public comment period
as DOE has produced a substantial
number of rulemakings in the past few
months, and additional time is needed
to meaningfully respond to these
actions.3

In response, DOE notes its continued
belief that a 60-day comment period is
sufficient for most proposed rules.*
Generally, DOE will consider extending
comment periods for good cause when
the proposed rule is unusually complex
or presents novel issues.? Absent a
showing of good cause, DOE will adhere
to its default 60-day comment period.
As DOE has explained, it is the
Department’s view that 60-days
comment periods adequately balance
the need for efficient rulemaking to
meet statutory rulemaking deadlines
with the public’s interest in
meaningfully participating in those
rulemakings. In this case, DOE has
reviewed these requests and determined
that none of the petitioners have shown
good cause to extend the 60-day
comment period. However, given the
timing of this notice, DOE is
nevertheless reopening the comment
period until August 1, 2022.

Signing Authority

This document of the Department of
Energy was signed on July 15, 2022, by
Kelly J. Speakes-Backman, Principal
Deputy Assistant Secretary for Energy
Efficiency and Renewable Energy,

1See https://www.regulations.gov/comment/
EERE-2021-BT-STD-0027-0007.

2 See https://www.regulations.gov/comment/
EERE-2021-BT-STD-0027-0011.

3 See https://www.regulations.gov/comment/
EERE-2021-BT-STD-0027-0012.

4 See Procedures, Interpretations, and Policies for
Consideration in New or Revised Energy
Conservation Standards and Test Procedures for
Consumer Products and Commercial/Industrial
Equipment, 86 FR 35668, 35674 (proposed July 7,
2021).

51d. (“DOE may extend the comment period, as
appropriate and on a case-by-case basis,
commensurate with the nature and complexity of
the energy conservation standard at issue.”)

pursuant to delegated authority from the
Secretary of Energy. That document
with the original signature and date is
maintained by DOE. For administrative
purposes only, and in compliance with
requirements of the Office of the Federal
Register, the undersigned DOE Federal
Register Liaison Officer has been
authorized to sign and submit the
document in electronic format for
publication, as an official document of
the Department of Energy. This
administrative process in no way alters
the legal effect of this document upon
publication in the Federal Register.
Signed in Washington, DC, on July 15,
2022.
Treena V. Garrett,
Federal Register Liaison Officer, U.S.
Department of Energy.
[FR Doc. 202215504 Filed 7-19-22; 8:45 am]
BILLING CODE 6450-01-P

FARM CREDIT ADMINISTRATION

12 CFR Chapter VI
RIN 3052-AD55

Statement on Regulatory Burden

AGENCY: Farm Credit Administration.

ACTION: Notice of intent; request for
comment.

SUMMARY: The Farm Credit
Administration (FCA, our, or we) issues
this notice and request for comment to
facilitate a retrospective analysis of the
requirements the FCA imposes on Farm
Credit System (System) institutions,
including the Federal Agricultural
Mortgage Corporation (Farmer Mac). We
ask for public comments on any of our
regulations that may be unnecessary,
unduly burdensome or costly,
duplicative of other requirements,
outmoded, insufficient, ineffective, or
not based on law.
DATES: Please send your comments to
FCA by October 18, 2022.
ADDRESSES: For accuracy and efficiency,
we encourage commenters to submit
comments by email or through the FCA
website. We do not accept comments
submitted by facsimile (fax) because
faxes are difficult for us to process and
achieve compliance with section 508 of
the Rehabilitation Act. Regardless of the
method you use, please do not submit
your comment multiple times via
different methods. You may submit
comments by any one of the following:

Email: Send us an email at reg-
comm@fca.gov.

FCA website: https://www.fca.gov.
Click inside the “I wantto. . .” field
near the top of the page; select

‘“comment on a pending regulation”
from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

Mail: Autumn R. Agans, Deputy
Director, Office of Regulatory Policy,
Farm Credit Administration, 1501 Farm
Credit Drive, McLean, VA 22102-5090.

We will show your comments as
submitted, including any supporting
data provided, but for technical reasons
we may omit some items such as logos
and special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, we will
attempt to remove email addresses to
help reduce internet spam.

You may review copies of all
comments we receive on our website at
https://www.fca.gov. Once you are on
the website, click inside the “I want to
.. .7 field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.
You may also review comments at our
office in McLean, Virginia. Please call
us at (703)883—4056 or email us at reg-
comm@fca.gov to make an appointment.
FOR FURTHER INFORMATION CONTACT:

Technical Information: Luke Gallegos,
Policy Analyst, Office of Regulatory
Policy, Farm Credit Administration,
McLean, VA 22102-5090, (703)883—
4414, TTY (703)883—-4056, or
ORPMailbox@fca.gov; or

Legal Information: Rebecca Orlich,
Senior Counsel, Office of General
Counsel, Farm Credit Administration,
McLean, VA 22102-5090, (703) 883—
4020, TTY (703)883—4056.
SUPPLEMENTARY INFORMATION:

I. Objective

The objective of this notice and
request for comment is to continue our
comprehensive review of regulations
governing the System and to eliminate,
consistent with law and the safety and
soundness of the System, all regulations
that are unnecessary, unduly
burdensome or costly, or not based on
the law.

This notice requests public comment
on FCA regulations that were effective
prior to January 1, 2022, and are not
currently on our Unified Agenda as a
Notice of Proposed Rulemaking or
Advance Notice of Proposed
Rulemaking; and

e May duplicate other requirements;

e Are ineffective;

e Are not based on law; or

e Impose burdens that are greater
than the benefits received.
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We encourage all interested parties to
respond to this notice and request for
comment. We are especially interested
to understand how our regulations affect
associations differently. In particular,
how does an association’s district
location, size compared to other
associations in the district, or
complexity of operations impact the
burden of specific regulations?

II. Background

FCA is an independent Federal
agency in the executive branch of the
Government responsible for examining
and regulating System institutions.
System banks and associations
primarily provide loans to farmers,
ranchers, aquatic producers and
harvesters, agricultural cooperatives,
and rural utilities. Farmer Mac provides
a secondary market for agricultural and
rural housing mortgages and eligible
rural utility cooperative loans.

III. Our Continuing Efforts to Reduce
Unnecessary Regulatory Burdens

As stated in section 212 of the Farm
Credit System Reform Act of 1996, “The
Farm Credit Administration shall
continue the comprehensive review of
regulations governing the Farm Credit
System to identify and eliminate,
consistent with law, safety, and
soundness, all regulations that are
unnecessary, unduly burdensome or
costly, or not based on law.” This
review is consistent with Presidential
Executive Order (E.O.) 13579, dated July
11, 2011, on Regulation and
Independent Regulatory Agencies.

The regulations of FCA subject to
regulatory review described in this
notice are codified in title 12, chapter
VI, of the Code of Federal Regulations.
We request your comments on any FCA
regulations that may duplicate other
governmental requirements, are not
effective in achieving stated objectives,
are not based on law, or create a burden
that is perceived to be greater than the
benefits received. Please do not respond
to this solicitation with comments
concerning proposed regulations
currently under review, or final
regulations that did not become
effective prior to January 1, 2022.

Your comments will assist us in our
continuing efforts to identify and reduce
unnecessary regulatory burdens on
System institutions. We will also
continue our efforts to maintain and
adopt regulations necessary to
implement the Farm Credit Act of 1971,
as amended, and ensure the safety and
soundness of the System. These actions
will enable System institutions to better
serve the credit needs of America’s
farmers, ranchers, aquatic producers

and harvesters, cooperatives, and rural
residents, in the changing agricultural
credit markets.

Date: July 14, 2022.
Ashley Waldron,
Secretary, Farm Credit Administration Board.
[FR Doc. 2022-15434 Filed 7-19-22; 8:45 am)]
BILLING CODE 6705-01-P

DEPARTMENT OF DEFENSE
Office of the Secretary

32 CFR Part 310
[Docket ID: DoD-2022—-0S-0082]
RIN 0790-AL44

Privacy Act of 1974; Implementation

AGENCY: Office of the Assistant to the
Secretary of Defense for Privacy, Civil
Liberties, and Transparency,
Department of Defense (DoD).

ACTION: Proposed rule.

SUMMARY: The Office of the Assistant to
the Secretary of Defense for Privacy,
Civil Liberties, and Transparency
(OATSD(PCLT)) is giving concurrent
notice of a new component-wide system
of records pursuant to the Privacy Act
of 1974 for the CIG-30, Data Analytics
Platform system of records and this
proposed rulemaking. In this
rulemaking, the Department proposes to
exempt portions of this system of
records from certain provisions of the
Privacy Act because of national security
and law enforcement requirements and
to avoid interference during the conduct
of criminal, civil, or administrative
actions or investigations.

DATES: Send comments on or before
September 19, 2022.

ADDRESSES: You may submit comments,
identified by docket number, Regulation
Identifier Number (RIN), and title, by
any of the following methods.

* Federal eRulemaking Portal: https://
www.regulations.gov. Follow the
instructions for submitting comments.

* Mail: Department of Defense, Office
of the Assistant to the Secretary of
Defense for Privacy, Civil Liberties, and
Transparency, Regulatory Directorate,
4800 Mark Center Drive, Attn: Mailbox
24, Suite 08D09, Alexandria, VA 22350—
1700.

Instructions: All submissions received
must include the agency name and
docket number or RIN for this Federal
Register document. The general policy
for comments and other submissions
from members of the public is to make
these submissions available for public
viewing on the internet at https://

www.regulations.gov as they are
received without change, including any
personal identifiers or contact
information.

FOR FURTHER INFORMATION CONTACT: Ms.
Rahwa Keleta, OSD.DPCLTD@mail.mil;
(703) 571-0070.

SUPPLEMENTARY INFORMATION:
I. Background

In accordance with the Privacy Act of
1974, the Office of the Inspector General
(OIG) is establishing a new Component-
wide system of records titled CIG-30,
Data Analytics Platform. The records
collected will assist with the
performance of audits, evaluations,
investigations, and reviews of DoD
programs, functions, and individuals.
The system consists of both electronic
and paper records and will be used by
the Office of the Inspector General to
maintain records about individuals who
are subject and/or associated with a
matter involved in DoD OIG audits,
evaluations, investigations, and reviews.

II. Privacy Act Exemption

The Privacy Act allows Federal
agencies to exempt eligible records in a
system of records from certain
provisions of the Act, including those
that provide individuals with a right to
request access to and amendment of
their own records. If an agency intends
to exempt a particular system of records,
it must first go through the rulemaking
process pursuant to 5 U.S.C. 553(b)(1)—
(3), (c), and (e). This proposed rule
explains why an exemption is being
claimed for this system of records and
invites public comment, which DoD
will consider before the issuance of a
final rule implementing the exemption.

The OATSD(PCLT) proposes to
modify 32 CFR part 310 to add a new
Privacy Act exemption rule for the CIG—
30, “Data Analytics Platform,” system of
records. The DoD OIG proposes this
exemption because some of its records
may contain classified national security
information, and as a result, notice,
access, amendment, and disclosure (to
include accounting for those records) to
an individual, and certain record-
keeping requirements may cause
damage to national security. The
Privacy Act, pursuant to 5 U.S.C.
552a(k)(1), authorizes agencies to claim
an exemption for systems of records that
contain information properly classified
pursuant to executive order. The DoD
OIG is proposing to claim an exemption
from several provisions of the Privacy
Act, including various access,
amendment, disclosure of accounting,
and certain record-keeping and notice
requirements pursuant to 5 U.S.C.
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and may begin collecting data and
conducting the analyses discussed in
this document.

Submitting comments via
www.regulations.gov. The
www.regulations.gov web page requires
you to provide your name and contact
information. Your contact information
will be viewable to DOE Building
Technologies Office staff only. Your
contact information will not be publicly
viewable except for your first and last
names, organization name (if any), and
submitter representative name (if any).
If your comment is not processed
properly because of technical
difficulties, DOE will use this
information to contact you. If DOE
cannot read your comment due to
technical difficulties and cannot contact
you for clarification, DOE may not be
able to consider your comment.

However, your contact information
will be publicly viewable if you include
it in the comment or in any documents
attached to your comment. Any
information that you do not want to be
publicly viewable should not be
included in your comment, nor in any
document attached to your comment. If
this instruction is followed, persons
viewing comments will see only first
and last names, organization names,
correspondence containing comments,
and any documents submitted with the
comments.

Do not submit to www.regulations.gov
information for which disclosure is
restricted by statute, such as trade
secrets and commercial or financial
information (hereinafter referred to as
Confidential Business Information
(“CBI”’)). Comments submitted through
www.regulations.gov cannot be claimed
as CBI. Comments received through the
website will waive any CBI claims for
the information submitted. For
information on submitting CBI, see the
Confidential Business Information
section.

DOE processes submissions made
through www.regulations.gov before
posting. Normally, comments will be
posted within a few days of being
submitted. However, if large volumes of
comments are being processed
simultaneously, your comment may not
be viewable for up to several weeks.
Please keep the comment tracking
number that www.regulations.gov
provides after you have successfully
uploaded your comment.

Submitting comments via email, hand
delivery/courier, or postal mail.
Comments and documents submitted
via email, hand delivery/courier, or
postal mail also will be posted to
www.regulations.gov. If you do not want
your personal contact information to be

publicly viewable, do not include it in
your comment or any accompanying
documents. Instead, provide your
contact information in a cover letter.
Include your first and last names, email
address, telephone number, and
optional mailing address. The cover
letter will not be publicly viewable as
long as it does not include any
comments.

Include contact information each time
you submit comments, data, documents,
and other information to DOE. If you
submit via postal mail or hand delivery/
courier, please provide all items on a
CD, if feasible, in which case it is not
necessary to submit printed copies. No
telefacsimiles (faxes) will be accepted.

Comments, data, and other
information submitted to DOE
electronically should be provided in
PDF (preferred), Microsoft Word or
Excel, WordPerfect, or text (ASCII) file
format. Provide documents that are not
secured, written in English, and free of
any defects or viruses. Documents
should not contain special characters or
any form of encryption, and, if possible,
they should carry the electronic
signature of the author.

Campaign form letters. Please submit
campaign form letters by the originating
organization in batches of between 50 to
500 form letters per PDF or as one form
letter with a list of supporters’ names
compiled into one or more PDFs. This
reduces comment processing and
posting time.

Confidential Business Information.
Pursuant to 10 CFR 1004.11, any person
submitting information that he or she
believes to be confidential and exempt
by law from public disclosure should
submit via email two well-marked
copies: one copy of the document
marked “confidential” including all the
information believed to be confidential,
and one copy of the document marked
‘“non-confidential” with the information
believed to be confidential deleted. DOE
will make its own determination as to
the confidential status of the
information and treat it according to its
determination.

It is DOE’s policy that all comments
may be included in the public docket,
without change and as received,
including any personal information
provided in the comments (except
information deemed to be exempt from
public disclosure).

DOE considers public participation to
be a very important part of the process
for developing energy conservation
standards. DOE actively encourages the
participation and interaction of the
public during the comment period in
each stage of this process. Interactions
with and between members of the

public provide a balanced discussion of
the issues and assist DOE in this
process. Anyone who wishes to be
added to the DOE mailing list to receive
future notices and information about
this process should contact Appliance
and Equipment Standards Program staff
at (202) 287—1445 or via email at
ApplianceStandardsQuestions@
ee.doe.gov.

Signing Authority

This document of the Department of
Energy was signed on June 9, 2022, by
Kelly J. Speakes-Backman, Principal
Deputy Assistant Secretary for Energy
Efficiency and Renewable Energy,
pursuant to delegated authority from the
Secretary of Energy. That document
with the original signature and date is
maintained by DOE. For administrative
purposes only, and in compliance with
requirements of the Office of the Federal
Register, the undersigned DOE Federal
Register Liaison Officer has been
authorized to sign and submit the
document in electronic format for
publication, as an official document of
the Department of Energy. This
administrative process in no way alters
the legal effect of this document upon
publication in the Federal Register.

Signed in Washington, DC, on June 9,
2022.

Treena V. Garrett,

Federal Register Liaison Officer, U.S.
Department of Energy.

[FR Doc. 2022-12787 Filed 6-15—22; 8:45 am|
BILLING CODE 6450-01-P

FARM CREDIT ADMINISTRATION
12 CFR Parts 614 and 620

RIN 3052—-AD54

Loan Policies and Operations

AGENCY: Farm Credit Administration.
ACTION: Proposed rule.

SUMMARY: The purpose of the proposed
rule is to increase direct lender
associations’ Young, Beginning, and
Small farmer and rancher (YBS) activity
and reinforce the supervisory
responsibilities of the funding banks,
authorized by section 4.19 of the Farm
Credit Act. The proposed rule requires
direct lender associations to adopt an
independent strategic plan for their YBS
program. The direct lender association’s
funding bank will approve each YBS
strategic plan, annually. The direct
lender association’s YBS strategic plan
must contain specific elements that will
be evaluated as part of a rating system
to measure year-over-year internal
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progress. The rating system will enable
the Farm Credit Administration (FCA)
to compare the success of the direct
lender association’s extension of credit
and services to the YBS borrowing
population to its peers both within and
outside its bank district.

DATES: You may send us comments on
or before August 15, 2022.

ADDRESSES: We offer a variety of
methods for you to submit comments.
For accuracy and efficiency,
commenters are encouraged to submit
comments by email or through FCA'’s
website. As facsimiles (fax) are difficult
for us to process and achieve
compliance with section 508 of the
Rehabilitation Act, as amended, we are
no longer accepting comments
submitted by fax. Regardless of the
method you use, please do not submit
your comment multiple times via
different methods. You may submit
comments by any of the following
methods:

e Email: Send us an email at reg-
comm@fca.gov.

e FCA website: https://www.fca.gov.
Click inside the “Iwantto. . .” field
near the top of the page; select
“comment on a pending regulation”
from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

e Mail: Autumn R. Agans, Deputy
Director, Office of Regulatory Policy,
Farm Credit Administration, 1501 Farm
Credit Drive, McLean, VA 22102-5090.

You may review copies of comments

we receive at our office in McLean,
Virginia, by appointment by contacting
the Office of Regulatory Policy contact
listed below, or on our website at
https://www.fca.gov. Once you are on
the website, click inside the “I want to
. . .7 field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.
We will show your comments as
submitted, including any supporting
data provided, but for technical reasons
we may omit items such as logos and
special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, we will
attempt to remove email addresses to
help reduce internet spam.
FOR FURTHER INFORMATION CONTACT:
Technical information: Jessica Potter,
Senior Policy Analyst, Office of
Regulatory Policy, (703) 819-4667, TTY
(703) 883—4056, potterj@fca.gov.

or

Legal information: Hazem Isawi,
Senior Attorney, Office of General
Counsel, (703) 883—-4022, TTY (703)
883-4056, isawih@fca.gov.
SUPPLEMENTARY INFORMATION:

I. Objectives

The objectives of this proposed rule
are to:

¢ Increase direct lender associations’
YBS activity;

¢ Reinforce the supervisory
responsibilities of the funding banks,
authorized by section 4.19 of the Farm
Credit Act;

¢ Require each direct lender
association to adopt an independent
strategic plan for their YBS program;
and,

¢ Provide elements that will be
evaluated as part of a rating system to
measure year-over-year YBS progress,
allowing FCA to compare the success of
the direct lender association to its peers
with regard to extension of credit and
services to the YBS borrowing
population.

II. Background

The Farm Credit System (System) is
the oldest of the financial Government-
sponsored enterprises (GSEs). The
objective of the System is to improve the
income and well-being of American
farmers and ranchers by furnishing
sound, adequate, and constructive credit
and closely-related services to them,
their cooperatives, and selected farm-
related businesses.? The System has a
unique mission to serve YBS farmers
and ranchers. Section 4.19 of the Farm
Credit Act of 1971, as amended (Act),2
requires each System association to
establish a program to furnish sound
and constructive credit and related
services to YBS farmers and ranchers. In
addition, each affiliated association’s
YBS program is subject to review and
approval by their respective funding
bank, which must report annually to
FCA on the operations and
achievements of their associations’
programs.

YBS farmers and ranchers, like all
those in agriculture, face a wide range
of challenges, including access to
capital and credit; the impact of rising
costs on profitability; urbanization and
the availability of resources like land,
water, and labor; globalization; and
competition from larger or more
established farms. Although all
agricultural producers face these
challenges, the hurdles that YBS farmers
and ranchers face are often greater due
to their lack of an agricultural

112 U.S.C. 2001.
212 U.S.C. 2207.

production history, inexperience in
production agriculture, low capital
position, or limited credit history. The
FCA continues to believe the System’s
YBS mission is important to enable
small and start-up farmers and ranchers
to make successful entries into
agricultural production. Also, FCA
believes it is important to ensure
marketing and outreach efforts include
all eligible and creditworthy persons,
with specific outreach toward diversity
and inclusion. The System’s YBS
mission is also critical to facilitate the
transfer of agricultural operations from
one generation to the next. FCA remains
committed to ensuring the System
fulfills its important mission to YBS
farmers and ranchers.

Since FCA’s YBS regulation was first
implemented in 1981, the agency has
periodically strengthened the YBS
framework through regulatory
amendments,3 Board policy statements,
bookletters, exam manual updates,
public statements, and other initiatives
to promote compliance and to highlight
the System’s efforts to provide service to
YBS farmers and ranchers. In recent
years, a focus on YBS has been a regular
feature of FCA strategic and
performance plans. Nonetheless, there
remain opportunities for further
improvement.

Pursuant to existing regulations, FCA
receives YBS program information
through associations’ operational and
strategic business plans.4 To meet the
requirements of the regulation, these
plans must discuss forward-looking
information such as program objectives,
annual quantitative and qualitative
targets, and proposed methods to ensure
credit and services are provided in a
safe and sound manner.> However, as
part of the existing planning process,
there is no requirement for associations
to report on past performance. Without
this assessment, plans are unlikely to
target deficient areas (e.g., outreach,
budget resources, terms of extended
credit) for improvement. This
information would help the funding
banks and FCA to identify trends. For
these reasons, we believe associations
should include assessments of their past
performance in their YBS plans.

As noted, a direct lender association’s
funding bank serves a role in YBS plan
development. Indeed, the Act assigns to
the banks the role of reviewing and
approving their affiliated direct lender
associations’ YBS plans.® Given this,

3 The regulation was last amended in 2004. 69 FR
16460 (Mar. 30, 2004).

412 CFR 614.4165(e).

512 CFR 614.4165(c)(1)—(4).

612 U.S.C. 2207(a).
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and to parallel what is required of direct
lender associations, we believe funding
banks should implement internal
controls that establish clear lines of
responsibility for approving, reviewing,
and monitoring of their affiliated
associations’ YBS reporting and
activities.

On August 12, 2021, the FCA Board
Chairman announced the agency’s work
on a proposed YBS rule. The statement
noted that while the System has made
consistent efforts to serve YBS farmers,
the average age of American farmers has
continued to rise.” On November 8,
2021, FCA and the University of
Nebraska-Lincoln held a symposium to
enhance YBS decision-making at
System institutions. More recently, on
March 23, 2022, FCA and Colorado
State University (CSU) co-hosted a
national forum on serving the credit and
related needs of YBS farmers and
ranchers. The event covered a range of
topics of interest to YBS producers and
their lenders, with presentations by top
industry stakeholders, experts from
CSU, Farm Credit System
representatives, and local agricultural
producers.

III. Section-by-Section Analysis
A. Overview

FCA proposes revisions to our
regulations located in 12 CFR 614.4165
to reinforce the supervisory
responsibilities of the funding banks,
require each direct lender association to
adopt an independent strategic plan for
its YBS program, and provide elements
that will be evaluated as part of a rating
system to measure year-over-year YBS
progress. This proposed rule reflects
FCA'’s expectation of bolstering YBS
program planning and increasing both
lending and non-lending YBS activity.
FCA also proposes to revise § 620.5(k)(2)
to update referencing.

B. Definitions [Proposed § 614.4165(a)]

No substantial changes are proposed
for the definitions in paragraph (a). We
propose grammatical changes, including
removing the word “and” between
“farmers” and “‘ranchers,” and adjusting
punctuation. Similar changes are made
to the term throughout the regulatory
text.

C. Farm Credit Banks Oversight
[Proposed § 614.4165(b)]

We propose changing the paragraph
heading in paragraph (b) from “Farm

7 The Department of Agriculture (USDA) reported
in 2017 that the average age of U.S. farm producers
was 57.5 years, up 1.2 years from 2012. USDA
National Agricultural Statistics Service (NASS),
2017 Census of Agriculture.

Credit bank policies” to “Farm Credit
banks oversight.” While direct lender
associations have autonomy from their
funding banks, section 4.19(a) of the Act
clearly states that YBS programs are
subject to bank review and approval. As
such, this paragraph is more
appropriately titled to include such
oversight. We believe funding banks are
in a unique position to know the YBS
activities of all their affiliated direct
lender associations and see how those
associations respond to the needs of
their respective borrowers. Funding
banks can use this knowledge to
encourage associations to enhance their
YBS programs through best practice
sharing among their direct lender
associations. Further, funding banks
serve as the YBS data collection center
for their direct lender associations and,
ultimately, are responsible for reporting
to FCA. As a result of this structure and
crucial data reporting, funding banks are
positioned not only to help FCA in our
YBS oversight but also to provide
assistance to associations seeking to
bolster their YBS programs.

Proposed paragraph (b)(1)(i) requires
each funding bank to adopt written
policies that direct their affiliated
associations to establish an annual
strategic YBS plan. The creation of a
YBS strategic plan is explained further
in the discussion about proposed
paragraph (c). Since a strategic plan is
a newly-proposed requirement for direct
lender associations, it is appropriate
that the bank adopt written policies
directing affiliated associations to
establish a plan. It is also consistent
with the statutory structure of section
4.19 of the Act, which requires
associations to have YBS programs
“under policies” of Farm Credit Bank
boards. We propose grammatical edits to
the reference to “young, beginning, and
small farmers, ranchers, and producers
or harvesters of aquatic products,”
which will continue to be referred to in
the shorthand as “YBS farmers and
ranchers” or “YBS.”

Paragraph (b)(3) of the existing
regulation requires each funding bank to
adopt written policies that direct each
affiliated direct lender association to
provide a YBS operations and
achievements report to the funding
bank. Proposed paragraph (b)(1)(iii)
replaces references to the operations
and achievements reports with the
proposed YBS strategic plan, along with
any other information deemed necessary
by the bank. The strategic plan should
contain the elements previously
submitted in the operations and
achievements reports; thus, the intent of
the requirement continues forward
through the YBS strategic plan.

Receiving the YBS strategic plan should
also aid the funding bank in its
oversight role as described previously,
as well as supplementing data collection
and reporting. In paragraph (b)(1)(iv),
we propose a grammatical change from
“agency’”’ to “FCA.” We propose moving
the review and approval requirements
from existing paragraph (d) to proposed
paragraph (b)(2). The existing regulation
requires bank review and approval of
each direct lender association’s YBS
program, but limits the review and
approval to a determination that the
YBS program contains required
elements as set forth in existing
paragraph (c). With the proposed
requirement of a YBS strategic plan, we
also propose adding bank review and
approval of such plan. Further, we
propose that the bank’s review ensure
all elements in proposed paragraphs (c)
and (d) are contained in the plan and
program, and remove existing
limitations on the bank to only review
for the presence of the required
elements. This would provide funding
banks with the opportunity to become
more involved with their respective
associations’ efforts to enhance YBS
programs.

Existing paragraph (f) requires
internal controls for direct lender
associations. In paragraph (b)(3), we
propose that banks also have internal
controls in place to establish clear lines
of responsibility in fulfilling their role
regarding direct lender association YBS
strategic plans, programs, and reporting.
In the past, internal controls over YBS
data reporting processes have been
weak, resulting in inaccurate reporting
to FCA. As the primary collectors,
reviewers, and submitters of YBS data,
internal controls are key to the funding
banks’ ability to provide reliable data.
As with every area of operations, a
strong internal control environment is
essential.

D. Direct Lender Association YBS
Strategic Plan [Proposed § 614.4165(c)]

The existing YBS regulation requires
the YBS program to be included in the
direct lender association’s annual
operational and strategic business plan
under § 618.8440. Proposed paragraph
(c) requires the adoption of an
independent strategic plan specific to
the direct lender association’s YBS
program. While direct lender
associations have long been required to
have a YBS program, limited emphasis
has been placed on strategically
planning, analyzing, and assessing such
a program. Just as most direct lender
associations require YBS borrowers to
submit a business plan for their
operation, we believe that business
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planning is important when it comes to
YBS programs. Direct lender
associations plan their YBS programs to
varying degrees. This proposed strategic
plan requirement will add consistency
to longer-term planning and program
development at each institution, while
also requiring performance analysis, all
of which should strengthen the direct
lender association’s YBS program.

The Farm Credit System, as a GSE,
maintains a special responsibility to
YBS, which is a mission-critical lending
segment. For this reason, we propose
the creation of an independent
document that stands alone and
separate from the operational and
strategic business plan. Similar to the
operational and strategic business plan
required by § 618.8440, we propose that
the YBS strategic plan must be forward
looking by 3 years and submitted no
later than 30 days after the
commencement of each calendar year.
This should allow direct lender
associations to complete their entire
planning process at one time.

We propose that the YBS strategic
plan contain minimum elements
detailed in proposed paragraph (d).
Paragraph (e) of the existing regulation
requires targets and goals be included in
the direct lender association’s strategic
operational plan for the succeeding 3
years. We propose moving this
requirement to paragraph (c)(2), and
instead of including such goals in the
operational and strategic business plan,
they will be included in the standalone
YBS strategic plan. YBS components
will no longer be required as part of
§ 618.8440.

Further, we propose that the YBS
strategic plan analyze performance. It is
important for the direct lender
association to use actual results when
setting goals and developing the future
years’ YBS program. We also propose
that the direct lender association
discuss variances that occurred between
actual performance and goals and
provide the reasons for such variances.
This analysis should also be helpful in
ensuring the YBS program is relevant
and appropriately serving the needs of
the YBS segment. In proposed
paragraph (c)(3)(iii), we propose that the
YBS strategic plan identify how the
efforts of the direct lender association,
through its YBS program, are assisting
YBS farmers and ranchers with
receiving both credit and education.
Also, under proposed paragraph
(c)(3)(iv), we propose that the YBS
strategic plan also assess the
effectiveness in providing credit and
services. This should discuss how the
direct lender association’s YBS
planning, and program efforts are

resulting in new and expanding YBS
borrower operations and how the credit
is being provided to these YBS
borrowers.

E. Direct Lender Association YBS
Program [Proposed § 614.4165(d)]

We propose redesignating existing
paragraph (c) as paragraph (d) and
reorganizing and revising its containing
paragraphs. The YBS strategic plan
outlined in proposed paragraph (c) will
guide the development and
implementation of the direct lender
association’s YBS program.

We propose moving language in
existing paragraph (c)(4) that reads,
“safe and sound manner and within a
direct lender association’s risk-bearing
capacity,” to the main body of
paragraph (d). In addition to the
requirement that each YBS program
must operate in a safe and sound
manner within the direct lender
association’s risk-bearing capacity, such
operation must be done “while meeting
the unique needs of YBS farmers and
ranchers.” There can be actual and
perceived risk in lending to the YBS
segment. These borrowers often lack
certain credit elements such as
abundant repayment capacity, liquidity,
or collateralization. Generally, loans to
YBS borrowers can be made in a safe
and sound manner despite some
increased risk relative to non-YBS
borrowers.

Next, we propose adding paragraph
headings to paragraphs (d)(1)
(“Qualitative factors’), (d)(1)(i)
(“Corporate governance”), (d)(1)(ii)
(“Credit and related services”),
(d)(1)(iii) (““Marketing, outreach, and
education”), and (d)(2) (“‘Quantitative
goals”). We propose moving the mission
statement requirement in existing
paragraph (c)(1) to proposed paragraph
(d)(1)(i)(A), as a component of the
Corporate Governance. Other than
relocation, the requirement has not
changed. We also propose moving the
internal control requirement in existing
paragraph (f) of current regulations to
proposed paragraph (d)(1)(i)(B) and
adding to its coverage the YBS strategic
plan. We propose moving the related
services requirement in existing
paragraph (c)(3)(i) to proposed
paragraph (d)(1)(ii)(A), and moving
coordination requirements in existing
paragraph (c)(3)(ii) to proposed
paragraph (d)(1)(ii)(B). We also propose
streamlining this requirement by
striking the words, ““take full advantage
of opportunities for coordinating,” and
replacing it with “coordination.” We
propose to move outreach requirements
in existing paragraph (c)(3)(iii) to
proposed paragraph (d)(1)(iii). We

propose minor changes to this
requirement by replacing “Implement”
with “Implementation” and adding the
word ‘“‘retain.” Further, we propose
adding the consideration of a YBS
mentoring program to the list of
examples of outreach programs to better
serve and understand the needs of this
lending segment.

Within proposed paragraph (d)(2), we
propose replacing instances of ‘“‘targets”
with “goals” to be more consistent with
the terminology used in the remainder
of the quantitative text section. We also
propose adding the requirement that
direct lender associations identify the
sources of data used to establish the
goals. Lastly, we propose replacing
“targets may”’ with “goals must.” The
regulatory text in proposed paragraphs
(d)(2)(i)—(ii) remains the same as
existing paragraphs (c)(2)(i)—(iv).

F. Annual Report Information
Concerning YBS [Proposed
§620.5(k)(2)]

FCA proposes to revise § 620.5(k)(2)
to update referencing. Specifically, we
propose to change the paragraph’s cross-
reference from § 614.4165(c) to instead
point to § 614.4165(d) which reflects the
proposed reordering of text in that
section. The rest of § 620.5(k)(2) remains
unchanged.

IV. Regulatory Flexibility Act

Pursuant to section 605(b) of the
Regulatory Flexibility Act (5 U.S.C. 601
et seq.), FCA hereby certifies that the
proposed rule will not have a significant
economic impact on a substantial
number of small entities. Each of the
banks in the Farm Credit System,
considered together with its affiliated
associations, has assets and annual
income in excess of the amounts that
would qualify them as small entities.
Therefore, Farm Credit System
institutions are not “small entities’ as
defined in the Regulatory Flexibility
Act.

List of Subjects
12 CFR Part 614

Agriculture, Banks, banking, Flood
insurance, Foreign trade, Reporting and
recordkeeping requirements, Rural
areas.

12 CFR Part 620

Accounting, Agriculture, Banks,
banking, Reporting and recordkeeping
requirements, Rural areas.

For the reasons set out in the
preamble, FCA proposes to amend 12
CFR parts 614 and 620 as follows:
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PART 614—LOAN POLICIES AND
OPERATIONS

m 1. The authority citation for part 614
continues to read as follows:

Authority: Secs. 1.3, 1.5, 1.6, 1.7, 1.9, 1.10,
1.11, 2.0, 2.2, 2.3, 2.4, 2.10, 2.12, 2.13, 2.15,
3.0, 3.1, 3.3, 3.7, 3.8, 3.10, 3.20, 3.28, 4.12,
4.12A, 4.13B, 4.14, 4.14A, 4.14D, 4.14E, 4.18,
4.18A, 4.19, 4.25, 4.26, 4.27, 4.28, 4.36, 4.37,
5.9, 5.10,5.17,7.0,7.2,7.6,7.8,7.12,7.13,
8.0, 8.5 of the Farm Credit Act (12 U.S.C.
2011, 2013, 2014, 2015, 2017, 2018, 2019,
2071, 2073, 2074, 2075, 2091, 2093, 2094,
2097, 2121, 2122, 2124, 2128, 2129, 2131,
2141, 2149, 2183, 2184, 2201, 2202, 2202a,
2202d, 2202e, 2206, 2206a, 2207, 2211, 2212,
2213, 2214, 2219a, 2219b, 2243, 2244, 2252,
2279a, 2279a—2, 2279b, 2279c-1, 2279f,
2279f-1, 2279aa, 2279aa-5); 12 U.S.C. 2121
note; 42 U.S.C. 4012a, 4104a, 4104b, 4106,
and 4128.

m 2. Section 614.4165 is revised to read
as follows:

§614.4165 Young, beginning, and small
(YBS) farmers and ranchers.

(a) Definitions. (1) For purposes of
this subpart, the term ““credit”” includes:
(i) Loans made to farmers, ranchers,
and producers or harvesters of aquatic

products under title I or II of the Act;
and

(ii) Interests in participations made to
farmers, ranchers, and producers or
harvesters of aquatic products under
title I or II of the Act.

(2) For purposes of this subpart, the
term “services” includes:

(i) Leases made to farmers, ranchers,
and producers or harvesters of aquatic
products under title I or II of the Act;
and

(ii) Related services to farmers,
ranchers, and producers or harvesters of
aquatic products under title I or II of the
Act.

(b) Farm Credit banks oversight. (1)
Each Farm Credit Bank and Agricultural
Credit Bank must adopt written policies
that direct:

(i) The board of each affiliated direct
lender association to establish an annual
strategic plan, which includes the
details of a program to provide sound
and constructive credit and related
services to young, beginning, and small
farmers, ranchers, and producers or
harvesters of aquatic products (YBS
farmers and ranchers or YBS);

(ii) Each affiliated direct lender
association to include in its YBS
program provisions ensuring
coordination with other System
institutions in the territory and other
governmental and private sources of
credit;

(iii) Each affiliated direct lender
association to submit to its funding bank
its annual YBS strategic plan as

described in paragraph (c) of this
section and any other information
regarding its YBS program, as described
in paragraph (d) of this section, deemed
necessary by the bank to meet the
requirements of this paragraph (b); and

(iv) The bank to provide the FCA a
complete and accurate annual report
summarizing the YBS program
operations and achievements of its
affiliated direct lender associations.

(2) Annually, the direct lender
association’s YBS strategic plan and
program are subject to the review and
approval of its funding bank. The
funding bank’s review and approval
must determine if the YBS strategic plan
and program contain all required
components as set forth in paragraphs
(c) and (d) of this section. Any
conclusion by the bank that a YBS
strategic plan or program is deficient
must be communicated to the direct
lender association in writing.

(3) The Farm Credit Banks and
Agricultural Credit Bank must
implement internal controls that
establish clear lines of responsibility for
approving, reviewing, and monitoring of
affiliated direct lender association YBS
strategic plans, programs, and reporting.

(c) Direct lender association YBS
strategic plan. (1) No later than 30 days
after the commencement of each
calendar year, the board of directors of
each direct lender association must
adopt a 3-year YBS strategic plan to
develop and guide its YBS program. The
YBS strategic plan is an independent
document submitted to the FCA along
with the annual operational and
strategic business plan required by
§ 618.8440 of this chapter.

(2) At a minimum, the strategic plan
must detail the operations of the YBS
program, including all components in
paragraph (d) of this section. Goals
outlined in paragraph (d)(2) of this
section must be included in each direct
lender association’s YBS strategic plan
covering at least the succeeding 3 years.

(3) The YBS strategic plan must:

(i) Analyze the association’s
performance in the previous year
toward achieving the components in
paragraph (d) of this section;

(ii) Discuss variances and reasons for
the results;

(iii) Identify how the efforts in
paragraph (d) of this section assist YBS
farmers and ranchers with both
receiving credit and education; and

(iv) Assess the direct lender
association’s effectiveness in providing
these efforts that result in new and
expanding YBS operations to which
credit is now provided.

(d) Direct lender association YBS
programs. The board of directors of each

direct lender association must establish
a program to provide sound and
constructive credit and services to YBS
farmers and ranchers in its territory.
Each YBS program must operate in a
safe and sound manner and within the
direct lender association’s risk-bearing
capacity, while meeting the unique
needs of YBS farmers and ranchers.
Such a program must include the
following minimum components:

(1) Qualitative factors—(i) Corporate
governance.

(A) A mission statement describing
program objectives and specific means
for achieving such objectives.

(B) Internal controls that establish
clear lines of responsibility for YBS
strategic plan development and the
corresponding YBS program
implementation, tracking YBS program
performance, and YBS quarterly
reporting to the association’s board of
directors.

(ii) Credit and related services. (A)
Efforts to offer credit and related
services, either directly or in
coordination with others, that are
responsive to the needs of the YBS
farmers and ranchers in the territory.
Examples include customized loan
underwriting standards, loan guarantee
programs, fee waivers, or other credit
enhancements commensurate with the
credit risk approved by the board of
directors.

(B) Coordination with other System
institutions in the territory and other
governmental and private sources who
offer credit and services to YBS farmers
and ranchers.

(iii) Marketing, outreach, and
education. Implementation of effective
outreach programs to attract and retain
YBS farmers and ranchers, which may
include the use of advertising
campaigns, educational programs, and
advisory committees comprised of YBS
farmers and ranchers and/or a YBS
mentoring program to better serve and
understand the needs of this lending
segment.

(2) Quantitative goals—(i) Annual
quantitative goals. Annual quantitative
goals for credit to YBS farmers and
ranchers based on an understanding of
reasonably reliable demographic data
for the lending territory. Direct lender
associations must identify the sources of
data used to establish the goals. Such
goals must include at least one of the
following:

(A) Loan volume and loan number
goals for YBS farmers and ranchers in
the territory;

(B) Percentage goals representative of
the demographics for YBS farmers and
ranchers in the territory;
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(C) Percentage goals for loans made to
new borrowers qualifying as YBS
farmers and ranchers in the territory; or

(D) Goals for capital committed to
loans made YBS farmers and ranchers in
the territory.

(ii) Board of directors approval and
review. Goals must be approved by the
direct lender association’s board of
directors and reviewed quarterly with
adjustments made as needed.

PART 620—DISCLOSURE TO
SHAREHOLDERS

m 3. The authority citation for part 620
continues to read as follows:

Authority: Secs. 4.3, 4.3A, 4.19, 5.9, 5.17,
5.19 of the Farm Credit Act (12 U.S.C. 2154,
2154a, 2207, 2243, 2252, 2254); sec. 424 of
Pub. L. 100-233, 101 Stat. 1568, 1656; sec.
514 of Pub. L. 102-552, 106 Stat. 4102.

m 4. Revise § 620.5(k)(2) to read as
follows:

§ 620.5 Contents of the annual report to
shareholders.
* * * * *

(k) * *x %

(2) Each direct lender association
must provide a description of its young,
beginning, and small (YBS) farmers and
ranchers program, including a status
report on each program component as
set forth in § 614.4165(d) of this chapter
and the definitions of “young,”
“beginning,” and ‘‘small” farmers and
ranchers. The discussion must provide
such other information necessary for a
comprehensive understanding of the
direct lender association’s YBS program
and its results.

* * * * *

Dated: June 9, 2022.
Ashley Waldron,
Secretary, Farm Credit Administration Board.
[FR Doc. 2022—12803 Filed 6—15-22; 8:45 am]
BILLING CODE 6705-01-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2022-0680; Project
Identifier MCAI-2021-01415-T]

RIN 2120-AA64
Airworthiness Directives; Airbus SAS
Airplanes

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of proposed rulemaking
(NPRM).

SUMMARY: The FAA proposes to
supersede Airworthiness Directive (AD)

2020-22-03, which applies to all Airbus
SAS Model A330-200, —200 Freighter,
and —300 series airplanes. AD 2020-22—
03 requires revising the existing
airplane flight manual (AFM) to
incorporate procedures to be applied if
an engine bleed over-temperature occurs
when the associated engine bleed valve
is jammed open, and provides for the
optional embodiment of updated flight
warning computer (FWC) software,
which terminates the AFM revision.
Since the FAA issued AD 2020-22-03,
new maintenance actions and software
related to over-temperature failure
conditions were developed. This
proposed AD would continue to require
the actions specified in AD 2020-22-03,
would require accomplishing the new
maintenance tasks and corrective
actions, and would mandate
embodiment of the updated FWC
software for certain airplanes, as
specified in a European Union Aviation
Safety Agency (EASA), which is
proposed for incorporation by reference.
This proposed AD would also prohibit
the installation of affected FWC
software. The FAA is proposing this AD
to address the unsafe condition on these
products.

DATES: The FAA must receive comments
on this proposed AD by August 1, 2022.

ADDRESSES: You may send comments,
using the procedures found in 14 CFR
11.43 and 11.45, by any of the following
methods:

e Federal eRulemaking Portal: Go to
https://www.regulations.gov. Follow the
instructions for submitting comments.

e Fax:202—-493-2251.

e Mail: U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590.

e Hand Delivery: Deliver to Mail
address above between 9 a.m. and 5
p-m., Monday through Friday, except
Federal holidays.

For material that will be incorporated
by reference (IBR) in this AD, contact
EASA, Konrad-Adenauer-Ufer 3, 50668
Cologne, Germany; telephone +49 221
8999 000; email ADs@easa.europa.eu;
internet www.easa.europa.eu. You may
find this material on the EASA website
at https://ad.easa.europa.eu. You may
view this material at the FAA,
Airworthiness Products Section,
Operational Safety Branch, 2200 South
216th St., Des Moines, WA. For
information on the availability of this
material at the FAA, call 206-231-3195.
It is also available in the AD docket at
https://www.regulations.gov by
searching for and locating Docket No.
FAA-2022-0680.

Examining the AD Docket

You may examine the AD docket at
https://www.regulations.gov by
searching for and locating Docket No.
FAA-2022-0680; or in person at Docket
Operations between 9 a.m. and 5 p.m.,
Monday through Friday, except Federal
holidays. The AD docket contains this
NPRM, the mandatory continuing
airworthiness information (MCAI), any
comments received, and other
information. The street address for
Docket Operations is listed above.

FOR FURTHER INFORMATION CONTACT:
Vladimir Ulyanov, Aerospace Engineer,
Large Aircraft Section, International
Validation Branch, FAA, 2200 South
216th St., Des Moines, WA 98198;
telephone and fax: 206-231-3229;
email: vladimir.ulyanov@faa.gov.
SUPPLEMENTARY INFORMATION:

Comments Invited

The FAA invites you to send any
written relevant data, views, or
arguments about this proposal. Send
your comments to an address listed
under ADDRESSES. Include ‘“Docket No.
FAA-2022-0680; Project Identifier
MCAI-2021-01415-T" at the beginning
of your comments. The most helpful
comments reference a specific portion of
the proposal, explain the reason for any
recommended change, and include
supporting data. The FAA will consider
all comments received by the closing
date and may amend this proposal
because of those comments.

Except for Confidential Business
Information (CBI) as described in the
following paragraph, and other
information as described in 14 CFR
11.35, the FAA will post all comments
received, without change, to https://
www.regulations.gov, including any
personal information you provide. The
agency will also post a report
summarizing each substantive verbal
contact received about this NPRM.

Confidential Business Information

CBI is commercial or financial
information that is both customarily and
actually treated as private by its owner.
Under the Freedom of Information Act
(FOIA) (5 U.S.C. 552), CBI is exempt
from public disclosure. If your
comments responsive to this NPRM
contain commercial or financial
information that is customarily treated
as private, that you actually treat as
private, and that is relevant or
responsive to this NPRM, it is important
that you clearly designate the submitted
comments as CBI. Please mark each
page of your submission containing CBI
as “PROPIN.” The FAA will treat such
marked submissions as confidential
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500 form letters per PDF or as one form
letter with a list of supporters’ names
compiled into one or more PDFs. This
reduces comment processing and
posting time.

Confidential Business Information.
According to 10 CFR 1004.11, any
person submitting information that he
or she believes to be confidential and
exempt by law from public disclosure
should submit via email two well-
marked copies: one copy of the
document marked confidential
including all the information believed to
be confidential, and one copy of the
document marked “non-confidential”
with the information believed to be
confidential deleted. DOE will make its
own determination about the
confidential status of the information
and treat it according to its
determination.

It is DOE’s policy that all comments
may be included in the public docket,
without change and as received,
including any personal information
provided in the comments (except
information deemed to be exempt from
public disclosure).

DOE considers public participation to
be a very important part of the process
for developing test procedures and
energy conservation standards. DOE
actively encourages the participation
and interaction of the public during the
comment period in each stage of this
process. Interactions with and between
members of the public provide a
balanced discussion of the issues and
assist DOE in the process. Anyone who
wishes to be added to the DOE mailing
list to receive future notices and
information about this process should
contact Appliance and Equipment
Standards Program staff at (202) 287—
1445 or via email at
ApplianceStandardsQuestions@
ee.doe.gov.

Signing Authority

This document of the Department of
Energy was signed on January 12, 2023,
by Francisco Alejandro Moreno, Acting
Assistant Secretary for Energy Efficiency
and Renewable Energy, pursuant to
delegated authority from the Secretary
of Energy. That document with the
original signature and date is
maintained by DOE. For administrative
purposes only, and in compliance with
requirements of the Office of the Federal
Register, the undersigned DOE Federal
Register Liaison Officer has been
authorized to sign and submit the
document in electronic format for
publication, as an official document of
the Department of Energy. This
administrative process in no way alters

the legal effect of this document upon

publication in the Federal Register.
Signed in Washington, DC, on January 12,

2023.

Treena V. Garrett,

Federal Register Liaison Officer, U.S.
Department of Energy.

[FR Doc. 2023-00942 Filed 1-23-23; 8:45 am]
BILLING CODE 6450-01-P

FARM CREDIT ADMINISTRATION

12 CFR Part 652
RIN 3052—-AD51

Federal Agricultural Mortgage
Corporation Funding and Fiscal
Affairs; Risk-Based Capital
Requirements

AGENCY: Farm Credit Administration.
ACTION: Advance notice of proposed
rulemaking.

SUMMARY: The Farm Credit
Administration (FCA) is considering
updating its regulatory capital
framework for the Federal Agricultural
Mortgage Corporation (Farmer Mac) to
enhance safety and soundness during
periods of financial and economic
stress. With this Advance Notice of
Proposed Rulemaking (ANPRM), FCA is
seeking comments from the public on
whether and how to amend and
strengthen the regulatory capital
framework in furtherance of Farmer
Mac’s safe and sound operations and its
role in promoting affordable and
sustainable access to credit in
agricultural and rural communities,
which it carries out by providing
liquidity and credit protection tools to
rural lenders.

DATES: You may send comments on or
before March 27, 2023.

ADDRESSES: For accuracy and efficiency
reasons, FCA encourages commenters to
submit comments by email or through
the FCA’s website. As facsimiles (fax)
are difficult to process and achieve
compliance with section 508 of the
Rehabilitation Act, comments submitted
by fax are not accepted. Regardless of
the method used, please do not submit
comments multiple times via different
methods. Comments may be submitted
by any of the following methods:

e Email: Send an email to reg-comm®@
feca.gov.

e FCA Website: http://www.fca.gov.
Click inside the “Iwant to. . .” field
near the top of the page; select
‘“‘comment on a pending regulation”
from the dropdown menu; and click
“Go.” This takes you to an electronic
public comment form.

e Mail: Joseph T. Connor, Acting
Director, Office of Secondary Market
Oversight, Farm Credit Administration,
1501 Farm Credit Drive, McLean, VA
22102-5090.

FCA posts all comments on the FCA
website. FCA shows comments as
submitted, including any supporting
data provided, but for technical reasons
may omit items such as logos and
special characters. Identifying
information that you provide, such as
phone numbers and addresses, will be
publicly available. However, FCA will
attempt to remove email addresses to
help reduce internet spam.

Copies of all comments received may
be reviewed on the FCA website at
http://www.fca.gov. Once on the
website, click inside the “I want to
. . .7 field near the top of the page;
select “find comments on a pending
regulation” from the dropdown menu;
and click “Go.” This will take you to the
Comment Letters page where you can
select the regulation for which you
would like to read the public comments.
You may also review comments at the
FCA office in McLean, Virginia. Please
call us at (703)883—4056 or email us at
reg-comm®@fca.gov to make an
appointment.

FOR FURTHER INFORMATION CONTACT:

Joseph T. Connor, connorj@fca.gov,
Acting Director, Office of Secondary
Market Oversight, Farm Credit
Administration, McLean, VA 22102—
5090, (703) 883—4280, TTY (703) 883—
4056, or

Andra Grossman, grossmana@fca.gov,
Attorney Advisor, or Jennifer Cohn,
cohnj@fca.gov, Assistant General
Counsel, Office of the General Counsel,
Farm Credit Administration, McLean,
VA 22102-5090, (703) 883—-4020, TTY
(703) 883—4056.

SUPPLEMENTARY INFORMATION:

I. Objective

The objective of this ANPRM is to
gather public input to:

e Promote Farmer Mac’s safe and
sound operations through the ongoing
maintenance of sufficient capital and
reserves to absorb unexpected losses
and support the growth and continued
fulfillment of its role.

¢ Ensure that Farmer Mac operates
under a clear, comprehensive, and
transparent capital framework.

o Assess whether and how the FCA
should further incorporate elements of
other established and emerging
regulatory frameworks governing capital
to enhance the regulatory capital
framework for Farmer Mac and
determine whether the application of
those frameworks to Farmer Mac would
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require modifications to suit Farmer
Mac’s non-bank, rural-focused,
secondary market business model, and
if so what modifications would be
needed.

e Analyze the costs and benefits of
updating FCA’s capital regulations for
Farmer Mac, including the costs of
potential unintended consequences, if
any. Responses to this ANPRM will help
FCA evaluate whether and how it
should adopt a capital framework
similar to other recognized frameworks
to enhance the safety and soundness of
Farmer Mac, with adjustments as
appropriate, that would take into
consideration Farmer Mac’s status as a
secondary market financial institution
focused on agricultural and rural utility
markets.?

II. Introduction

Farmer Mac is an institution of the
Farm Credit System (System), regulated
by FCA through its Office of Secondary
Market Oversight (OSMO).2 Governed
by Title VIII of the Act, Farmer Mac was
established in 1988 to create a
secondary market for agricultural real
estate mortgage loans and rural housing
mortgage loans; rural utilities loans
were later added. The Act established
Farmer Mac as a stockholder-owned
instrumentality of the United States
government, a structure commonly
referred to as a government-sponsored
enterprise (GSE). Farmer Mac’s role in
the secondary market for agriculture and
rural infrastructure loans is comparable
to the roles of the Federal National
Mortgage Association (Fannie Mae) and
the Federal Home Loan Mortgage
Corporation (Freddie Mac) (collectively,
the housing GSEs) in the secondary
market for U.S. housing mortgages. The
housing GSEs’ Federal regulator is the
Federal Housing Finance Agency
(FHFA).

The purpose of the legislation creating
Farmer Mac was to provide a secondary
market for agricultural real estate
mortgages, to increase the availability of
long-term credit to farmers and
ranchers, to provide greater liquidity
and lending capacity to primary lenders
as they extend credit to farmers and
ranchers, to provide an arrangement for
new lending to facilitate capital market
investments in long-term agricultural
funding, and to enhance the ability of

1This ANPRM seeks comment only on Farmer
Mac’s regulatory capital framework, not on the
regulatory capital framework applicable to System
banks and associations. Farmer Mac is governed by
different statutory and regulatory capital
requirements than those that apply to System banks
and associations.

2 Sections 8.1 and 8.11 of the Farm Credit Act of
1971, as amended (Act), 12 U.S.C. 2279aa—1 and
2279aa-11.

individuals in small rural communities
to obtain financing for moderate-priced
houses.? The FCA, through OSMO, is
responsible for the oversight and
supervision of Farmer Mac’s safe and
sound operations in furtherance of its
role to facilitate an efficient,
competitive, and resilient secondary
market for agriculture and rural
communities.

Sufficient capital is crucial to the
resiliency and effective operations of all
financial institutions, serving functions
such as absorbing losses, promoting
public confidence, helping restrict
excessive asset growth, and providing
protection to debt investors. Capital’s
loss-absorbing capacity allows financial
institutions to continue operating as
going concerns during periods of
unexpected operating losses or other
adverse financial conditions. Financial
institution regulators, both
internationally and in the United States,
have increasingly recognized the value
of globally adopted standards and
measurements that, among other things,
provide more transparency to an
institution’s capital adequacy and make
institutions’ financial strength more
readily comparable.

After the worldwide financial crisis of
2007-2009, the Basel Committee on
Banking Supervision (BCBS) issued in
2010, subsequently revised, and issued
additional documents related to, a
framework known as Basel III.4 Basel III
was an internationally agreed upon set
of measures developed in response to
the financial crisis with the goal of
strengthening the regulation,
supervision, and risk management of
banks. Since that time, the BCBS has
revised, updated, and integrated the
Basel III reforms into a consolidated
Basel Framework (Basel Framework),
which comprises all of the current and
forthcoming BCBS standards.5 Three
U.S. Federal banking regulatory
agencies are represented on the BCBS:
the Office of the Comptroller of the
Currency (OCC), the Board of Governors
of the Federal Reserve System (FRB),
and the Federal Deposit Insurance

3 See Section 701 of the Agricultural Credit Act
of 1987, Public Law 100-233, 101 Stat. 1568, 1686
(Jan. 6, 1988) (12 U.S.C. 2279aa note).

4 See “Basel III: A global regulatory framework for
more resilient banks and banking systems,” revised
version June 2011, and other Basel III documents
at https://www.bis.org/bcbs/basel3.htm?m=2572.

5]d. The Basel Framework can be found at http://
www.bis.org/basel_framework/index.htm, and the
BCBS continues to update it as indicated on the
website. While the Basel Framework includes
liquidity and other provisions in addition to capital
provisions, this ANPRM addresses only its capital
provisions.

Corporation (FDIC) (collectively, the
FBRAS).6

The Basel Framework is intended to
improve both the quality and quantity of
banking organizations’ capital, as well
as to strengthen various aspects of the
international capital standards
governing regulatory capital. Enhanced
comparability and disclosure
requirements also improve market
discipline, the positive externality
provided by the response of capital
markets to disclosed information. The
Basel Framework has two main
approaches to calculating risk-weighted
assets for credit risk—the internal
ratings-based (IRB) approach and the
standardized approach.” In turn, the IRB
approach has two approaches—the
advanced IRB approach (A-IRB)
approach and the foundation IRB
approach. While this ANPRM focuses
more on the A-IRB than the foundation
IRB approach, we invite comments on
both.

Under the Basel Framework’s IRB
approach, an institution calculates risk
weights using its internal risk rating
assignments, probabilities of default,
and other inputs derived from its
internal models.? In general, under the
standardized approach, an institution’s
regulator assigns fixed risk weights to
exposures based on their relative risk
characteristics.®

In 2013 and 2014, the FBRAs adopted
the Basel III framework to apply to the
U.S. banking organizations they regulate
(U.S. rule).1® The U.S. rule applies the
A-IRB approach to the largest,
internationally active bank
organizations—in general, those with
assets of $700 billion or more—and the
standardized approach to smaller
banks.11 In addition, the U.S. rule
requires the A-IRB approach banks to

6 Neither the FBRAs nor any other U.S. regulator
is required by law to adopt the Basel Framework
but, as discussed below, the FRBAs, the FCA (for
System banks and associations), and FHFA have all
issued Basel-based capital rules.

7 Basel Framework at CRE20.1 and CRE20.2
(version effective as of 1/1/2023). The Basel
Framework’s IRB approach also addresses the
calculation of risk-weighted assets for market risk
and operational risk (see MAR and OPE sections of
the Basel Framework), but these risks are not the
focus of this ANPRM.

8 See Basel Framework at CRE 30 through CRE 36.

9Basel Framework at CRE 20.

1078 FR 62018 (Oct. 11, 2013) (FRB and OCC);

79 FR 20754 (Apr. 14, 2014) (FDIC). This
rulemaking refers to the FBRAs’ capital regulations,
including amendments after their initial adoption,
as the U.S. rule. The U.S. rule reflects Basel IIl as
well as other BCBS standards, and the provisions
of the U.S. rule that are not specifically included

in the Basel III framework are generally consistent
with the goal of the framework. The U.S. rule is
codified at 12 CFR part 3 (OCC), 12 CFR part 217
(FRB), and 12 CFR part 324 (FDIC).

1112 CFR 3.1(c)(3) (OCC), 12 CFR 217.1(c)(4)
(FRB), 12 CFR 324.1(c)(3) (FDIC).
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also calculate their capital ratios under
the standardized approach and provides
that their capital ratios are whichever
approach yields the lower ratios. In
other words, A-IRB approach banks are
required to comply with whichever
approach requires the bank to hold more
capital.12

In 2016, FCA adopted a rule
governing System banks and
associations that is comparable to the
standardized approach of the U.S. rule
to the extent appropriate for the
System’s cooperative structure and
status as a GSE with a mission to
provide a dependable source of credit
and related services for agriculture and
rural America.1® Consistent with the
U.S. rule, the FCA’s rule for banks and
associations incorporates key aspects of
the Basel III framework.

The FHFA issued several final capital
rules between 2020 and 2022 that apply
aspects of the Basel Framework to the
housing GSEs (FHFA capital rule).14
Like the U.S. rule, the FHFA capital rule
requires the housing GSEs to calculate
their risk-weighted assets under both
the standardized and A-IRB approaches
with the greater of the two used to
determine compliance with risk-based
capital requirements.5

The FHFA capital rule is particularly
relevant to Farmer Mac in several
respects. As discussed earlier, the
housing GSEs, like Farmer Mac, are
secondary market GSEs. Like the
housing GSEs, Farmer Mac has a
countercyclical role, meaning that while
it is an important resource for liquidity
in normal operating conditions, it

12 The FBRAs’ A-IRB approach rules are at 12
CFR part 3 (OCC), 12 CFR part 217 (FRB), and 12
CFR part 324 (FDIC). The regulatory requirements
to hold capital in accordance with whichever
approach requires holding the greater amount of
capital are set forth at 12 CFR 3.10(d) (OCC), 12 CFR
217.10(d) (FRB), and 12 CFR 324.10(d) (FDIC). The
U.S. rule includes market risk (as appropriate) and
operational risk, as well as credit risk, in its
calculation of risk-weighted assets under the A-IRB
approach. See definition of “advanced approaches
total risk-weighted assets”” in 12 CFR 3.2 (OCC), 12
CFR 217.2 (FRB), and 12 CFR 324.2 (FDIC). As
stated above, this ANPRM is focused on credit risk
only.

1381 FR 49720 (Jul. 28, 2016). FCA made
revisions to the rule in 2021; see 86 FR 54347 (Oct.
1, 2021). These rules are part 628 of FCA
regulations. FCA did not adopt IRB approaches or
market or operational risk provisions.

1485 FR 82150 (Dec. 17, 2020); 87 FR 14764 (Mar.
16, 2022). These rules have been codified at 12 CFR
part 1240. As discussed below, the housing GSEs
have been in conservatorship since 2008. They will
not be subject to FHFA's capital rules until after
they exit conservatorship (see 12 CFR 1240.4(d)(1)
and (d)(2)). Like the FBRAs, the FHFA did not
adopt the foundation IRB approach and includes
market risk (as appropriate) and operational risk, as
well as credit risk, in its calculation of risk-
weighted assets under the A-IRB approach (see 12
CFR 1240 Subpart E and 12 CFR 1240 Subpart F).

1512 CFR 1240.10.

becomes an even more important
resource for primary lenders under
stressful conditions.

The financial crisis of 2007-2009
demonstrated the inadequacy of the
capital requirements that governed the
housing GSEs at the time. On September
6, 2008, “in response to a substantial
deterioration in the housing markets
that severely damaged [the housing
GSEs’] financial condition and left both
of them unable to fulfill their missions
without government intervention,” 16
the FHFA placed the housing GSEs into
conservatorship (where they remain as
of the date the FCA Board adopted this
ANPRM). While the housing GSEs are
not subject to the FHFA capital rule
while they are in conservatorship, the
FHFA adopted the FHFA capital rule in
anticipation of the eventual termination
of the conservatorships.

For Farmer Mac, a strong capital
position promotes market confidence in
the Corporation’s ability and readiness
to provide rural lenders with a
reasonably priced source of liquidity
and credit. That service, in turn, helps
lenders provide uninterrupted credit
services to agricultural and rural utility
borrowers.

In 2013, FCA adopted regulations
governing Farmer Mac (the capital
planning rule) that included provisions
based on the Basel III framework.1” The
capital planning rule focuses on the
capital planning process, board
responsibilities for approving that
process, and the mandatory elements of
the capital plan, among other things. In
addition, the capital planning rule
requires Farmer Mac’s capital plan to
include a Basel-based tier 1 ratio using
tier 1 capital comprised of components
that meet the criteria established in
definitions set forth in the Basel III
Framework or the U.S. rule, and using
a risk-weighted assets approach that is
appropriate given Farmer Mac’s
business activities and consistent with
broadly accepted banking practices and
standards.® In accordance with the
rule, Farmer Mac reports other capital
measures to FCA in agreed-upon call
report schedules.

Although the capital planning rule
does not require Farmer Mac to disclose
its tier 1 capital ratio, Farmer Mac

16 See ‘“History of Fannie Mae and Freddie Mac
Conservatorships,” at https://www.fhfa.gov/
Conservatorship/Pages/History-of-Fannie-Mae--
Freddie-Conservatorships.aspx
#:~:text=History % 200f% 20Fannie
%20Mae % 20and % 20Freddie % 20Mac
%20Conservatorships,its
% 20authorities % 20to % 20place % 20each
% 20Enterprise % 20into % 20conservatorship.

1778 FR 65145 (Oct. 31, 2013). This rule is set
forth at 12 CFR 652 Subpart B.

1812 CFR 652.61(b), definition of “Tier 1 ratio.”

voluntarily discloses the ratio in its
Securities and Exchange Commission
(SEC) filings its tier 1 ratio as calculated
under the A-IRB approach.1® In
addition, Farmer Mac voluntarily
discloses in its SEC filings that its board
has adopted a capital policy which
includes a 2.5% buffer over its internal
minimum tier 1 capital ratio.20

Since FCA'’s adoption of the 2013
capital planning rule, the scale and
complexity of Farmer Mac’s operations
and secondary market activities have
both increased substantially.
Outstanding program volume was $23.6
billion as of December 31, 2021, up from
$14.0 billion at yearend 2013. Farmer
Mac’s agricultural finance operations
include an increased focus on
participations in, and syndications of,
large commercial loans. Further, the
scope of its rural infrastructure finance
operations has expanded to include
renewable energy project finance and
telecommunications finance focused on
broadband services. Because of Farmer
Mac’s growth and the increasing
complexity of its operations, and in
light of enhancements other U.S.
regulators have made to their capital
requirements since Farmer Mac’s capital
planning requirements were adopted in
2013, FCA believes it is appropriate to
consider whether and how Farmer
Mac’s capital requirements should be
enhanced to strengthen its safe and
sound operations.

III. Discussion of Farmer Mac’s
Business and Current Capital
Requirements

A. Farmer Mac’s Business Operations

Under Farmer Mac’s agricultural
finance activities, it purchases eligible
loans directly from lenders, provides
advances against eligible loans by
purchasing obligations secured by those
loans or assets that qualify as eligible
agricultural real estate collateral,
securitizes assets and guarantees the
resulting securities, and issues long-
term standby purchase commitments for
eligible loans. Securities guaranteed by
Farmer Mac may be held either by the
originator of the underlying assets or by
Farmer Mac, or they may be sold to
third-party investors.

Under its rural infrastructure
financing activities, Farmer Mac
purchases, or commits to purchase, and
guarantees, qualified rural electric and

19 See, e.g., Farmer Mac Form 10-Q for the
quarterly period ended June 30, 2022, page 111, at
https://www.sec.gov/ix?doc=/Archives/edgar/data/
845877/000084587722000163/agm-20220630.htm.

20 See, e.g., Farmer Mac’s Form 10-K for the
period ending December 31, 2021, page 32 at
https://www.sec.gov/ix?doc=/Archives/edgar/data/
845877/000084587722000022/agm-20211231.htm.
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https://www.sec.gov/ix?doc=/Archives/edgar/data/845877/000084587722000022/agm-20211231.htm

https://www.sec.gov/ix?doc=/Archives/edgar/data/845877/000084587722000022/agm-20211231.htm
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telephone utility loans, or securities
backed by such loans, directly from
cooperative lenders. Congress granted
Farmer Mac the authority for this
activity as program business in 2008.21

Farmer Mac’s total program business
volume was $23.6 billion which equates
to 20-year compound average growth of
9.0 percent since yearend 2001. Of that
$23.6 billion in total outstanding
program business volume, 75 percent is
in agricultural finance and 25 percent in
rural infrastructure finance.22

B. Farmer Mac’s Current Capital
Requirements

Section 8.11 of the Act authorizes
FCA to provide for the general
supervision of the safe and sound
performance of the powers, functions,
and duties of Farmer Mac.

Section 8.32 of the Act requires FCA
to establish a risk-based capital test to
determine the amount of regulatory
capital 23 that would be sufficient for
Farmer Mac to maintain positive capital
during a 10-year period under certain
specified circumstances. FCA first
issued regulations governing Farmer
Mac capital to implement the
requirements for the Risk-based Capital
Stress Test (RBCST) in 2001. These
regulations have been updated three
times, most recently in 2011.24 FCA is
not requesting comment on potential
changes to the RBCST in this ANPRM.25

Section 8.33 of the Act established
minimum core capital 26 (leverage)
ratios, for which FCA also published

21 See Section 5406 of Public Law 110-246, 122
Stat. 1651, 1920, June 18, 2008 (codified at section
8.0(9) of the Act).

22 Farmer Mac is authorized to invest in eligible
non-program investments. In this activity, Farmer
Mac purchases eligible securities for the purposes
of enterprise risk management, including
complying with its interest rate risk requirements,
complying with its liquidity risk requirements,
managing surplus short-term funds, and
complementing program business activities. See 12
CFR 652.15. These investments also contribute to
total risk-weighted assets for capital purposes.

23 “Regulatory capital” is defined in section
8.31(5) of the Act as core capital ‘“plus an allowance
for losses and guarantee claims, as determined in
accordance with generally accepted accounting
principles [GAAP].”

24 These regulations are set forth at 12 CFR part
652 Subpart B. The regulations were published at
66 FR 19048 (Apr. 12, 2001); 71 FR 77247 (Dec. 26,
2006); 73 FR 31937 (Jun. 5, 2008); and 76 FR 23459
(Apr. 27, 2011).

25 FCA notes that at the time the housing GSEs
entered conservatorship in 2008, their regulator had
in place a similar RBCST-type requirement
pursuant to the housing GSEs’ authorizing statute.
This statute also imposed minimum leverage ratio
requirements similar to, though lower than, the
leverage ratio requirements imposed on Farmer Mac
by the Act.

26 “Core capital”is defined as the sum of the
following as determined in accordance with GAAP:
the par value of outstanding common and preferred
stock, paid-in capital, and retained earnings.

regulations in 2001.27 FCA is also not
seeking comment on potential changes
to these regulations.

As discussed above, FCA’s capital
planning rule requires Farmer Mac
calculate and include in its capital plan
a Basel-based tier 1 ratio as defined by
established standards or regulations.28
The capital planning rule incorporates
by reference Basel capital-related
terms 29 that are also in the U.S. rule.

The capital planning rule requires
Farmer Mac’s board of directors to
review the robustness of its process for
assessing capital adequacy, to correct
any deficiencies in that process, and to
approve the annual capital plan.3° The
rule also established an annual
assessment by FCA of Farmer Mac’s
capital plan.3® The rule requires Farmer
Mac to consider the results of its stress
tests and FCA’s assessment of the plan
in its capital planning process,
including specific stress scenarios
required by FCA.32

IV. Request for Comments

FCA solicits comments on the
following questions. Comments should
be supported with relevant data or
examples when available. These
questions refer collectively to the Basel
Framework, the U.S. rule, FCA’s capital
regulations governing System banks and
associations, and the FHFA’s capital
regulations as the “existing capital
frameworks.”

A. General

1. What core principles are most
important in FCA’s consideration of
whether capital regulations governing
Farmer Mac should be more closely
aligned with any of the existing capital
frameworks?

2. What unintended consequences, if
any, could result from the application of
any of the existing capital frameworks to
Farmer Mac?

B. Risk-Based Approaches and Buffers

3. FCA’s existing regulations do not
specify whether Farmer Mac must use
the standardized approach, an IRB
approach, or both to calculate credit
risk-weighted assets. As discussed
above, Farmer Mac reports its capital
measures to FCA in agreed-upon call
report schedules and voluntarily makes
certain public disclosures regarding its
use of the A—IRB approach. The IRB

2766 FR 19048 (Apr. 12, 2001), originally codified
at 12 CFR 650.25(c), and later moved to 12 CFR
652.75(c).

2812 CFR 652.61(b), definition of “Tier 1 ratio.”

29[d.

3012 CFR 652.61(c).

3112 CFR 652.61(d) and (e).

3212 CFR 652.61(c)(1)(iii)(A), (c)(2)({)(A).

approach was intended to apply to
large, international lenders and include
fundamental assumptions consistent
with their size and the scope of their
business profiles.

The U.S. rule and the FHFA capital
rule require regulated entities that use
the A-IRB approach to also calculate
credit risk-weighted assets using the
standardized approach, and the binding
capital minimum requirements are
based on the greater of the risk-weighted
asset calculations under the two
approaches.

(a) Should FCA consider requiring
Farmer Mac to comply with the
standardized approach, the IRB
approach, or both? If so, which
approach or approaches should Farmer
Mac be required to comply with, and
why?

(b) What adjustments, if any, should
FCA consider to tailor either the
standardized approach or an IRB
approach to take account of Farmer
Mac’s smaller size, more limited
financing authorities, or other unique
aspects of its business model?

(c) If FCA were to require Farmer Mac
to use both the standardized and an IRB
approach to calculate its credit risk-
weighted assets, how should differences
between the two approaches’ results be
treated with respect to capital
requirements? For example, the U.S.
rule and FHFA both require the use of
the greater of the two risk-weighed
assets calculation.

4. The BCBS’ summary of 2017 post-
crisis reforms notes that the financial
crisis of 2007-2009 highlighted
shortcomings in the internally modeled
approaches for regulatory capital,
including the IRB approach to credit
risk.33 The shortcomings included
excessive complexity of the IRB
approach, the lack of comparability in
banks’ internally modeled IRB capital
requirements, and the lack of robustness
in modeling certain asset classes.34

The BCBS noted that internal models
should allow for more accurate risk
measurement than the standardized
approach. It cautioned, however, that
internal modeling, when used to set
minimum capital requirements, can
create incentives to minimize risk
weights. The BCBS stated that “certain
types of asset, such as low-default
exposures, cannot be modelled reliably
or robustly.”” 35

33BCBS, “High-level summary of Basel III
reforms,” December 2017, at 5. https://www.bis.org/
bcbs/publ/d424_hlsummary.pdf.

34]d.

35 BCBS, “Finalising Basel III, In brief”, December
2017, page 1. https://www.bis.org/bcbs/publ/d424_
inbrief.pdf.
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The existing capital frameworks—
particularly the A—-IRB approach—have
expanded the use of floors to address
these shortcomings in modeling. These
frameworks impose floors on
measures—such as probability of default
(PD), loss given default (LGD), and risk-
weights—that apply to certain
exposures. These floors prevent the
measures from falling below specified
levels, even if the modeling would
otherwise result in lower levels. The
existing capital frameworks include
both input floors, for measures such as
PD and LGD,36 and output floors (i.e.,
risk-weight floors to be applied when
model outputs are lower than the floor)
for different exposures.

If FCA adopts Basel Framework-based
requirements, should it establish floors
similar to those in the existing capital
frameworks? If so, what should those
floors be and why? Given the
differences among the risk-weight floors
established in the other capital
frameworks, is there a policy among
them that should be considered the
most readily transferrable to a Farmer
Mac capital framework, or should FCA
develop Farmer Mac-specific risk-
weight floors?

5. The existing capital frameworks
require entities to hold capital over the
minimum requirements—referred to as
“buffers”—to avoid restrictions on
dividend payouts and discretionary
bonuses. The existing capital
frameworks include different types of
buffers including, but not limited to, a
capital conservation buffer and a
countercyclical buffer.3” Should capital
buffers be required for Farmer Mac and,
if so, what type should FCA consider?

6. The existing capital frameworks
require certain entities to make capital-
related public disclosures to improve
market discipline and transparency.38

36 For example, see Basel Framework at CRE32.4
for PD floor and CRE 32.16 for LGD floor (version
effective as of January 1, 2023). For examples of the
U.S. rule PD and LGD floors see 12 CFR 3.131
(OCC); 12 CFR 217.131 (FRB); and 12 CFR 324.131
(FDIC).

37 See buffer requirements at section RBC30 of the
Basel Framework; 12 CFR 3.11 (OCC); 12 CFR
217.11 (FRB); and 12 CFR 324.11 (FDIC) of the U.S.
rule; 12 CFR 628.11 of the FCA banks and
associations capital rule; and 12 CFR 1240.11 of the
FHFA capital rule. A conservation buffer is
designed to ensure that banks build up capital
buffers outside periods of stress which can be
drawn down as losses are incurred. Under a
countercyclical buffer regime, the regulator
monitors credit growth and other indicators for
signs of elevated system-wide risk; based on this
assessment the regulator may put in place a
countercyclical buffer requirement when
circumstances warrant and then remove that buffer
when credit risk returns to more normal levels.
Other types of buffers also exist.

38 See Basel Framework section DIS10; 12 CFR
3.61-3.63 (OCC); 12 CFR 217.61-217.63 (FRB); 12

The nature of these disclosures varies
depending on whether the entities
follow the standardized or an IRB
approach. Currently, as discussed
above, within a Basel-based context,
Farmer Mac voluntarily discloses its tier
1 ratio as calculated under the A-IRB
approach, as well as its adoption of a
buffer over its internal minimum tier 1
capital ratio. What disclosures, if any,
should FCA consider requiring for
Farmer Mac?

C. Leverage Ratio and Leverage Buffer

7. The Basel Framework requires a
minimum leverage ratio (i.e., a non-risk-
based ratio) of three percent.39 The U.S.
rule requires a minimum leverage ratio
of four percent to be considered
adequately capitalized and an
additional supplementary leverage ratio
of three percent for A-IRB approach
users.*0 FCA regulations governing
System banks and associations require a
four percent leverage ratio with a
leverage buffer of one percent.#! The
FHFA capital rule requires a 2.5 percent
minimum tier 1 leverage ratio plus a
leverage buffer that adjusts based on the
entity’s market share.#2 FCA regulations
do not require Farmer Mac to calculate
a leverage ratio or buffer.

Should FCA consider leverage ratio
requirements for Farmer Mac? If so,
what leverage ratio requirements should
FCA consider? Should FCA consider a
leverage buffer for Farmer Mac? If so,
what type and structure should FCA
consider?

D. Other

8. What other approaches, risk
categories (e.g., market risk and
operations risk, including model risk),
or methodologies not discussed above
should FCA consider in updating its
regulatory capital framework for Farmer
Mac?

Dated: January 17, 2023.
Ashley Waldron,
Secretary, Farm Credit Administration Board.
[FR Doc. 2023—-01042 Filed 1-23-23; 8:45 am]
BILLING CODE 6705-01-P

CFR 324.61-324.63 (FDIC) (U.S. rule standardized
approach entities with total consolidated of $50
billion or more); 12 CFR 3.171-3.173 (OCC); 12 CFR
217.171-217.173 (FRB); 12 CFR 324.171-324.173
(FDIC) (U.S. rule A-IRB approach entities); 12 CFR
628.61-628.63 (FCA rule for System banks); 12 CFR
1240.61-1240.63 (FHFA).

39 Basel Framework at LEV20.6.

40 See 12 CFR 217.10 (FRB); 12 CFR 3.10 (OCQ);
12 CFR 324.10 (FDIC).

41 See 12 CFR 628.11.

42 See 12 CFR 1240.10(f) and 12 CFR 1240.11,
respectively.

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—2023-0022; Project
Identifier MCAI-2022-00564—E]

RIN 2120-AA64

Airworthiness Directives; Pratt &
Whitney Canada Corporation
Turboprop Engines

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of proposed rulemaking
(NPRM).

SUMMARY: The FAA proposes to adopt a
new airworthiness directive (AD) for
certain Pratt & Whitney Canada
Corporation (P&WC) PW308A and
PW308C model turbofan engines. This
proposed AD was prompted by a
manufacturer’s design review which
identified that the combustion chamber
outer case (CCOC) to rear compressor
case (RCC) flange bolt low cycle fatigue
life was inadequate and that those
flange bolts may develop cracks
resulting in flange bolt fracture. This
proposed AD would require replacing
all CCOC flange bolts and modifying the
CCOC and inner bypass ducts. This
proposed AD would also prohibit
installation of certain flange bolts on
any affected engine, as specified in a
Transport Canada AD, which is
proposed for incorporation by reference
(IBR). The FAA is proposing this AD to
address the unsafe condition on these
products.

DATES: The FAA must receive comments
on this NPRM by March 10, 2023.

ADDRESSES: You may send comments,
using the procedures found in 14 CFR
11.43 and 11.45, by any of the following
methods:

e Federal eRulemaking Portal: Go to
regulations.gov. Follow the instructions
for submitting comments.

e Fax:(202) 493—-2251.

e Mail: U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590.

e Hand Delivery: Deliver to Mail
address above between 9 a.m. and 5
p-m., Monday through Friday, except
Federal holidays.

AD Docket: You may examine the AD
docket at regulations.gov under Docket
No. FAA-2023-0022; or in person at
Docket Operations between 9 a.m. and
5 p.m., Monday through Friday, except
Federal holidays. The AD docket
contains this NPRM, the mandatory
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