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" HAIRM A Of THE fARM CRED IT ADM INI STR AT ION 

Dear Read er: 

On behalf of the Farm Credit Administration Board , ! am pleased to report that 
during 1992 the financiill co ndition o f the Farm Credit Sys tem (System) im­
proved for the fifth consecutive' year. The combined ne t incom E' of its institutions 
increased 21.6 percent during the year, from ~g11 million to $986 million . The 
Sys tem's overilll c,1pital position a lso improved as a resu lt of g rowth in reta in ed 
eilrnings Total capita l increased 12.7 percent during tl,e Yl'ar and s tood at $7.2 
billion at Dec. 3"1, 1992 On thilt date, all Sys tem ins titutions exceed ed the 
minimum capital requi renwnt of 7 percent' of risk-adjusted ,1sse ts 

Cross loa ns of System in stitutio ns increa~ed ;; lightly to 552.4 billion. More 
importiln t, however, was the improvement in the qua lity o f the loan po rtfo lio . 
Nonaccruill 10il ns decrea sed from $2.3 billion to 51.9 b illion. onperforming 
10ilns, wh ich cons ist o f non-accruill loans, accruing res tructured loans, and 
accruing 10d ns 90 days or more past duC', decreased from 53.8 billion at the end 
of 1991 to S2.9 billion ilt th e end of 1992. The System's tota l no nperfor ming 
assets, mad e up of nonperfo rming loans and acquired prope rties, declin ed from 
542 billiol1 ilt Dec. 31 , 199 1, to 5,.2 bdlion ilt Dec. 31, 1992 

I ilm plea ·ed, of course, e"ith th e improved financial co ndition and performance 
of the System in recent years . However, it is im portAnt to remember th il t m uch 
of this improvement can be a ttributed to falling inte res t riltes, which milde 
poss ible incn',lses in interest ra te milrg in s, ilnd improving fmm income, which 
led to reductions in nonperfonni ng and nonilccrua! 10ilns . For example, th e 
i1 Ve r,lgc cos t o f Sv tem debt declin ed from .7 percent in 1990 to 4. 9 percent in 
1992. Duri ng thi s sa me period , th e r ,lt e~ on 3-month debt i'sues declin ed from 
an ilverage of 7. 91 perCIc' nt to 3.6 1 percent, w hile the ir spread, over compa rilble 
U.s Treilsury issue" d ropped from 19 basi s poi nts to 7.6 bo sis points. And tl,is 
WilS hil ppening during a period w hen fann income was ill or near record highs. 

Without these lavora ble factors, the SVSll'm 's eil rnings would likely have been 
less. And since we cannot count un fdvorable trends in the future , all of us need 
to plan for ad ve rsity as we ll as pros perity. 

As prom ised Iil st yei\f, the Farm Credit Administra tion c'\'alua ted ways in which 
it could o perate more e fficiently w ith(lu t reducing its effectiven ess ilS a Federal 
regula tor o r plltting the s,11etv and sou ndness of Sys tem institutions ,1t ri sk. In 
c,Hrying o ut thi , pl edge, the dgen cy implemented m ost of the recommendations 
uf a mill1agement consultant hired for tha t purpose, including the hiring of a 
chief o perating office r, a reduction in middle manage ment posi tions, a reorgd ni ­
za tion of some functions, and a red uction in stilff. The ('v idence to date indiCiltes 
an increJse in overilll effi ciency w ith no loss in e ffectiveness . In furth erance of 
these effo rts, the agency illso in itiated a study of its electronic da ta processing 
capabilities. 

As the ins titutio ns o f the Filrm Cred it -vs tem str ive to m aintai n their fin ancia l 
s treng th to provide thei r borrowers w ith depend,1ble sources of competitively 
priced credit and financi a l services, the F,lrln C red it AdministrMion ", ilJ strive to 
pro\'ide a regula tory en vi ro nment thilt \V iII fa ciliti1te those objectives 

;~L
Harold B. Stee le 

Chairman 
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Preface 

6 The Farm Credit Administration (FCA) is 
an independent agency in the executive 
branch of the U.s. Government. The FCA 
is responsible for the regulation and 
examination of the banks, associations, 
and related entities that collectively 
comprise what is known as the Farm 
Credit System (FCS). Initially created by 
an Executive order of the President in 
1933, the agency now derives its powers 
and authorities from the Farm Credit Act 
of 1971, as amended (Act). The FCA 
promulgates regulations to implement the 
Act and examines FCS institutions for 
compliance with applicable statutes, 
regulations, and safe and sound banking 
practices. If an institution is found to be 
in violation of the statute or regulations 
or is operating in an unsafe or unsound 
manner, the agency has several enforce­
ment options at its disposal to bring 
about corrective action. 

The management of the agency is vested 
in a full-time, three-person board whose 
members are appointed by the President 
with the advice and consent of the U.s. 
Senate. The President designates one of 
the members as chairman of the board. 
The chairman also serves as the agency's 
chief executive officer (CEO). The FCA 
also employs a chief operating officer 
(COO) who guides its day-to-day 
opera tions. 

In addition to the Office of the Board, the 
agency consists of the Office of the Chief 
Operating Officer, the Office of Examina­
tion, the Office of Secondary Market 
Oversight, the Office of Special Supervi­
sion and Corporate Affairs, the Office of 
General Counset the Office of Congres­
sional and Public Affairs, the Office of 

Inspector Generat and the Office of 

Resources Management. 


The agency's headquarters are in 

McLean, Va. It has regional or field 

examination offices in McLean, Albany, 

N.Y., Marietta, Ga., Denver, Colo. , Dallas, 

Texas, Sacramento, Calif., St. Louis, Mo., 

Oklahoma City, Okla., and Bloomington, 

Minn. At the end of 1992, the FCA 

occupied 121,646 square feet of space at 

its McLean headquarters at a net cost of 

$11.89 per square foot. 


The expenses of the FCA are paid 

through assessments against the institu­

tions under its jurisdiction. The agency's 

fiscal year 1992 actual expenses were $38 

million. 


The FCS is a network of borrower-owned 

lending institutions and related service 

organizations serving all 50 States and 

the Commonwealth of Puerto Rico. These 

institutions specialize in providing credit 

and related services to farmers, ranchers, 

and producers or harvesters of aquatic 

products. Loans may also be made to 

finance the processing and marketing 

activities of these borrowers. In addition, 

loans may be made to rural homeowners, 

certain farm-related businesses, and 

agriculturat aquatic, and public utility 

cooperatives. 




On Dec. 31, 1992, the FCS was com­
prised of the following active lending 
institutions. 

• Ten Farm Credit Banks (FCBs), which 
make direct long-term real estate loans 
through 77 Federal Land Bank Associa­
tions (FLBAs) and/or provide loan funds 
to 68 Production Credit A ociations 
(PCAs), 69 Agricultural redit Associa­
tions (ACAs), and 27 Federal Land Credit 
Associations (FLCAs). PCAs make short­
and intermediate-term loans, ACAs make 
short-, intermediate-, and long-term 
loans, and FLCAs make long-term loans. 

• The Federal Intermediate Credit Bank 
(FlCB) of Jackson, which provides short­
and intermediate-term loan funds to two 
PCAs, which serve Alabama, Mississippi , 
and Louisiana. 

• Three Banks for Cooperatives (BCs), 
which make loans of all kinds to 
agricultural, aquatic, and public utility 
coopera ti ves. 

The following FCS entities are also 
regulated by the FCA. 

• The Federal Agricultural Mortgage 
Corporation (Farmer Mac), which pro­
vides guarantees for the timely payment 
of principal and interest on securities 
representing interests in, or obligations 
backed by, pools of agricultural real 
estate loans. 

• The Federal Farm Credit Banks Fund­
ing Corporation, which is an entity 
owned by the FCBs, BCs, and FlCB of 
Jackson , that markets the securities they 
sell to raise loan funds. 

• The Farm Credit Leasing Services 
Corporation, which provides leasing and 

other services to FCS borrmvers, includ­
ing agricu ltura I prod ucers, coopera tives, 
and rural utilities. 7
The Agricultural Credit Act of 1987 
established two entities to provide 
financial assistance to troubled FCS 
institutions and to protect investors in 
FCS securities. 

• The Farm Credit System Assistance 
Board, which carried out a program that 
provided financial aid to financially 
distressed FCS institutions and protected 
the stock of their borrowers. The assis­
tance board was terminated on Dec. 31, 
1992, as provided by law. 

• The Farm Credit System Financial 
Assistance Corporation (FAC), which 
issued 15-year Government-guaranteed 
bonds as directed by the Farm Credit 
System Assistance Board, the proceeds of 
which were used to buy preferred stock 
in financially distressed FCS institutions. 
The assistance board certified institutions 
to receive funds and oversaw the assis­
ta nce gra n ted. 

In addition to this annual report, the 
FCA produces quarterly reports titled 
Risk Analysis of Farm Credit System Opera­
tions and Fil1ancial Outlook. Farm Credit 
System institutions are required by FCA 
regulations to make financial disclosures 
to their stockholders. Disclosure to 
investors in FCS securities is made by the 
Federal Farm Credit Banks Funding 
Corporation through annual and quar­
terly information statements. The funding 
corporation also produces a Summary 
Report of Condition and Performance of the 
Farm Credit System on a quarterly basis. 



The Farm Credit Administration Board 
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The Farm Credit Administration Board 
held 15 meetings during calendar year 
1992. Of these 15 meetings, 2 were 
completely open to the public, 13 were 
partially closed to the public, and none 
were completely closed to the public. 
Exemptions (2) , (4), (8), and (9) of the 
Government in the Sunshine Act were 
the reasons given for closing portions of 
the meetings. To facilitate its activities, 
the FCA Board also acted on 74 routine 
matters on which joint deliberations vvere 
deemed unnecessary. 

Policies of the Farm Credit 
Administration Board 
During calendar year 1992, the FCA 
Board adopted new policies concerning: 

• FCS institution capital requirements; 

• disclosure of component CAMEL 
ratings; 

• supervision of the Office of Secondary 
Market Oversight; 

• relocation expenses for members of the 
F A Board; 

• alternative means of dispute resolution; 
and 

• agreements between Farm Credit Banks 
and associations for repayment of 
Treasury-paid interest on Farm Credit 
System Financial Assistance Corporation 
debt. 

The Board also revised existing policies 
concerning communications with the 
public during rulemaking, travel and 
travel-related expenses, acceptance of 
gifts, and acceptance of honoraria by the 
Board Members. 

In addition, the Board revoked a Federal 
Farm Credit Board policy concerning 
changing the names of Farm Credit 
Districts. 

Communications Efforts 
Highlighted 
FCA activities in 1992 were highlighted 
by continued efforts to improve commu­
nications and working relationships with 
FCS institutions. 

Several years ago, as part of the agency's 
strategic planning process, improving 
communications was adopted as an 
objective. This past year, the agency 
considerably expanded communications 
between it and the institutions of the 
FCS, especially in its approach to devel­
oping regulations. 

In March, the FCA Board revised its 
policy on public communications during 
rulemaking. Previously, no mechanism 
existed for informal discussion before 
rulemaking began. The policy now 
encourages unrestricted communications 
with the public before the formal 
rulemaking process begins, which is 
when the agency publishes a notice of 
proposed rulemaking in the Federal 
Register. After the rulemaking announce­
ment, certain statutory procedures 
require public comment. 

The effectiveness of the revised policy 
was illustrated when the FCA began 
considering revisions to the General 
Financing Agreement (GFA) regula tions. 
These regulations address lending agree­
ments between FCBs and direct lender 
associations and the supervisory authori­
ties FCBs have over associations. The 



agency sought comments from the banks 
and associations by holding two meetings 
with representatives from the banks and 
one with association representatives. FCA 
staff is drafting proposed regulation 
revisions, using information gained from 
these meetings, for consideration by the 
FCA Board in 1993. 

The FCA has also used personal contact 
to improve communications with FCS 
institutions. In October, the FCA Board 
was host to its fourth information ex­
change meeting with the presidents and 
board chairmen of FCS banks. In addi­
tion, six similar meetings were held with 
the presidents and board chairmen of all 
FCS associations. Additionally, all three 
Board Members traveled to banks and 
associations throughout the Nation 
during the past year to discuss a variety 
of issues and concerns. 

One issue brought to the FCA Board's 
attention during these meetings was 
disclosure of CAMEL ratings to FCA 
institution management and boards. The 
acronym CAMEL represents the five key 
components of financial and operational 
criteria-capital adequacy, asset quality , 
management, earnings, and liquidity­
that FCA examines in each FCS institu­
tion. In April, the FCA Board adopted a 
policy to permit disclosure to an institu­
tion of its component CAMEL ratings for 
each critical area examined. The policy 
went into effect in June on a trial basis 
for 1 year. 

Another issue brought to the Board's 
attention through the information ex­
change meetings was the certification of 
quarterly reports by boards of directors. 
Under current FCA regulations, quarterly 

reports filed with the FCA must be 
certified by each board member of an 
FCS institution within 45 days after the 
end of each reporting quarter. At its 9 
December meeting, because this require­
ment was found to be burdensome and 
logistically difficult to meet, the FCA 
Board approved a proposed regulation to 
give FCS institutions additional options 
for meeting this certification requirement. 
The proposed rule would give institution 
board members the option to designate 
authority to one or more directors to 
certify quarterly reports on behalf of the 
entire board. 

The FCA also has removed many of its 
operational prior approval requirements. 
In 1988, more than 100 prior approval 
authorities were on the books. That 
number is now down to 31, and 19 of 
these are required by statute. Of the 
remaining 12 prior approvals required by 
regulation, any that are not important to 
safety and soundness will be considered 
for elimination. 

Regulation Development 
The FCA issues regulations in compliance 
with the Administrative Procedure Act. 
The Regulation Development Division in 
the Office of Examination, working with 
the Office of General Counsel, has the 
primary responsibility for coordinating 
and managing the development of 
regulations within the agency. 

Once the FCA Board establishes a regula­
tory agenda and assigns priority status to 
a regulation project, a work group is 
formed to draft regulations. Generally, 
after approval by the Board, proposed 
regulations are submitted to Congress for 



10 a required 30-day review, after which 
they are published for public comment in 
the Federal Register. The notice and 
comment period is intended to encourage 
public participation in the regulation 
development process. When drafting the 
final regulations, the work group consid­
ers and addresses aU comments received 
during the public comment period. 
Generally, after approval by the Board, 
the final regulations become effective 30 
days after publication in the Federal 
Register, during which either or both 
Houses of Congress are in session. 

In an effort to use new approaches to 
developing regulations, the FCA Board 
established a Negotiated Rulemaking 
Committee to develop and negotiate 
amendments to the regulations governing 
the assessment of FCS institutions to pay 
the administrative expenses of the FCA. 
The committee consisted of 19 representa­
tives of FCS institutions and one FCA 
representative. The committee met four 
times over a 7-week period. At the 
conclusion of the negotiations, the 
committee submitted a report to the 
agency containing its consensus recom­
mendations regarding the amendments to 
the assessment regulations. The FCA 
Board approved proposed regulations 
that were based largely on those recom­
mendations. 

The FCA also incorporated into its 
regulation development process the five 
requirements set forth in the President's 
Jan. 21, 1992 directive establishing a 
regulatory moratorium. The purpose of 
the moratorium was to eliminate Ullnec­
essary regulatory burdens by identifying 
regulations that could hinder economic 
growth. Although the FCA, as an inde­
pendent agency, was not required to 

follow the President' s mandate, the 
agency determined it would work within 
the spirit of that initiative. Under the 
review process, all pending FCA regula­
tions were analyzed to determine 
whether they satisfied the five require­
ments in the President's directive. The 
five requirements are as follows: 

• The expected benefits of the regulation 
must outweigh the cost it would impose. 

• The regulation should be fashioned to 
maximize net benefits. 

• To the maximum extent possible, 
regulatory agencies should set perfor­
mance standards instead of prescriptive 
command-and-control requirements to 
achieve regula tory goals at the lowest 
possible cost. 

• Regulations should incorporate market 
mechanisms to the maximum extent 
possible. 

• Regulations should provide clarity and 
certainty and should be designed to 
avoid needless litigation. 

Regulations Promulgated 
The FCA Board also took the following 
additional actions during the year. 

• Approved final regulations to imple­
ment changes made in title VIII of the 
Ci vii Rights Act of 1968 by the Fair 
Housing Amendments Act of 1988. The 
final regulations add two new protected 
categories, prohibit discrimination in 
"residential real estate-related transac­
tions," revise the Equal Housing Lender 
Poster, conform complaint processing 
procedures, and make technical 



amendments referencing the Department 
of Housing and Urban Development's 
fair housing regulations and the Equal 
Credit Opportunity Act. 

• Approved final regulations regarding 
the organization of service corporations 
under section 4.25 of the Farm Credit Act 
of 1971 , as amended, to act as certified 
agricultural mortgage marketing facilities. 
The regulations authorize all FCS institu­
tions except the Federal Agricultural 
Mortgage Corporation (Farmer Mac) or 
its affiliates to organize title VIII service 
corporations for that purpose. The 
regulations also permit persons (individu­
als and legal entities) other than FCS 
institutions to own stock in the service 
corporations provided that 80 percent of 
the voting stock is held by FCS institu­
tions other than Farmer Mac or its 
affiliates. 

• Approved final regulations exempting 
the Office of Inspector General' s investi­
gative files from certain provisions of the 
Privacy Act. 

• Approved final regulations to address 
the loan-related authorities of FCS 
institutions that are created either by 
mergers or the transfer of long-term 
lending authorities from a bank to an 
association. Also authorized FCS institu­
tions to sell and purchase nonpartici­
pation interests in loans and addressed 
the sale of loans to a pooler certified by 
Farmer Mac and non-FCS lending 
institutions. 

• Approved a temporary suspension of 
certain provisions of the regulations 
governing the computation of permanent 
capital ratios of FCS institutions. 

• Approved final regulations authorizing 
FCS banks to pay their directors fair and 
reasonable compensation that does not 
exceed the amount set forth in section 
4.21 of the Farm Credit Act of 1971, as 
amended. The final regulation also 
requires FCS banks to disclose the 
amount of reimbursement that directors 
receive for travel, subsistence, and other 
related expenses separately from cash 
compensation in annual disclosures to 
shareholders and reports to the FCA. 

• Approved final regulations removing 
the agency's prior approval of retirement 
and thrift savings plans at all FCS 
institutions. The regulations also require 
the institutions to assume greater respon­
sibility for developing human resources 
management policies that are consistent 
with safe and sound operations. 

• Approved final regulations governing 
conservatorships and receiverships for 
which the Farm Credit System Insurance 
Corporation is appointed as conservator 
or receiver. Amendments were also made 
to existing conservatorship and receiver­
ship regulations, which continue to apply 
in situations where the insurance corpo­
ration does not act as conservator or 
receiver. 

• Approved final regulations to establish 
minimum standards for performing a 
collateral evaluation; to establish evalua­
tion requirements for various types of 
transactions requiring the services of an 
evaluator from those requiring the 
services of either a state-certified or a 
state-licensed appraiser; to require the 
board of directors of each FCS institution 
engaged in lending or leasing to adopt 
policies and standards for the evaluation 
of all real, personal, and intangible 
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12 property; and to prescribe qualifications 
for real estate appraisers that are consis­
tent with the Uniform Standards of 
Professional Appraisal 	Practices as 
adopted by the Appraisal Foundation . 

• Approved final regulations implement­
ing the Equal Access to Justice Act to 
establish conditions under which parties 
who prevail over the FCA in certain 
administrative proceedings may be 
awarded attorney fees and other 
expenses. 

• Approved proposed regulations gov­
erning the referral of known and sus­
pected criminal violations that would 
mandate the use of a uniform criminal 
referral form that will replace the various 
forms that are currently being used by 
FCS insti tu tions. 

• Approved proposed regulations gov­
erning the release of information by FCS 
directors, officers, and employees. The 
proposed regulations would allow 
information concerning borrowers and 
loan applicants to be released for the 
confidential use of authorized representa­
tives of any state certifying and licensing 
agency in contemplation of state certifica­
tion and licensure of FCS employees as 
real estate appraisers. 

• Approved an advance notice of pro­
posed rulemaking to solicit comments on 
accounting and reporting issues in an 
effort to promote consistency with 
industry practices pertaining to problem 
loan accounting and to ensure that the 
regulatory requirements and standards of 
FCA regulations are consistent with 
Generally Accepted Accounting Principles. 

Management Efficiency, 
Effectiveness Are Ongoing 
Objectives 
Management efficiency and the effective 
use of resources have been among the 
agency's most important objectives for 
the past 3 years. The FCA has taken 
several actions to reduce costs, including 
instituting a time-tracking system to 
monitor the agency's work and to ensure 
the most effective and efficient use of 
resources. 

Implementation of the recommendations 
made in the study of FCNs operational 
and management structure has nearly 
been completed. The study, conducted at 
the request of the House and Senate 
Appropriations Committees, was com­
pleted in March 1992 by a management 
consulting firm. After reviewing the 
consultant's report, agency management 
had a plan in place by June 1 to imple­
ment the recommendations on October 1. 

The consultant's report made three major 
recommendations. 

• Consider appointing a chief operating 
officer and enhancing management 
systems that control resource utilization. 

• Reduce management layers and elimi­
nate 25 staff positions. 

• Study the application of computer 
technology to determine if the agency is 
making good use of what it has. 



Chief Operating Officer Hired 
A chief operating officer (COO) was 
appointed tober 19 and began work in 
November. The COO reports to the F 
Board for policy direction and to the 
CEO for administrative direction. 

The COO has broad responsibility for 
planning, organizing, and directing a 
'wide range of agency functions. The 
COO is also responsible for supervising 
the development and controlling imple­
mentation of the agency budget and 
operating plan. 

The genera l counsel and the directors of 
the Offices of Examination, Special 
Supervision and Corporate Affairs, and 
Resources Management report to the 
COO. The directors of the Offices of 
Inspector General, Congressional and 
Public Affairs, and the equal employment 
opportunity manager report to the chief 
executive officer. The director of the 
Office of Secondary Market Ov rs ight 
reports to the FCA Board for policy 
direction and to the CEO for adminis tra­
tive direction. 

Management and Staff 
Reductions 
The consulting firm recommended that 
the FCA eliminate 25 positions-IS 
positions in fiscal year (FY) 1993 and the 
remaining seven divid ed between FY 
1994 and FY 1995. The consultant also 
recommended adding three positions, 
the COO and two staff positions, for a 
net savings of 15 positions in rY 1993. 
The report questioned management 
layers and recommended downsizing the 
agency's in-house training staff. The 
consultant pointed out that the agency's 
training effort, which was expanded in 

19S6 to develop a large group of en try­
level employees into a professional corps 
of commissioned examiners, could be 
decreased now that this developmental 
process has been largely achieved. 

After the consultant's report was deliv­
ered to FCA management in arch 1992, 
a hiring freeze was put in effect while 
management developed the plan for 
implementing the recommendations. The 
reorganization plan developed by agency 
management proposed a more stream­
lined man agement structure than was 
recommended by the consultant. 

Offices of Examination, General 
Counsel Restructure Management 
The consultant's report also recom ­
mended that the Office of Examination 
(OE) evaluate the possibility of eliminat­
ing some of its field managem nt posi­
tions and the Office of General ounSE'1 
(OGC) evaluate its management struc­
ture. Although the consultant did not 
recommend immediate action, both 
offices moved forward with restructuring 
plans. 

The OE eliminated one layer of manage­
ment, the examination managers, effective 
Jan. 1, 1993. 

The OGC reduced the number of divi­
sions and removed three assistant general 
counsels from line management positions. 
The new organization has two divisions, 
each headed by an associate genera l 
counsel, wi th eig ht attorneys assigned to 
each division. 
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14 Technology Applications Study 
Following the consultant's recommenda­
tion to hire an outside consultant to 
study the effectiveness of the agency's 
data processing systems and computer 
capability and use, the FCA worked with 
the Information Resources Management 
Service of the General Services Adminis­
tration (GSA) to acquire the services of a 
contractor to conduct the Technology 
Applications Study. 

In early December, a contract was signed 
and work w ill continue through June 
1993. The study is evaluating the effec­
tiveness of FCA's information systems 
capability, its capacity and how it is 
used, and the planning process for 
information resources management 
(IRj\1). This assessment will be used as a 
basis for identifying future information 
systems needs and opportunities, devel­
oping a recommended FCA 5-year IRM 
plan, and developing procedures for 
updating the plan annually. 

Congress Reduces FCA's 
FY 93 Budget 
Few agricultural or related agencies 
escaped the budget reductions for 
FY 1993. Most budget requests of U.s. 
Department of Agriculture agencies were 
reduced in the final agriculture appro­
priations bill. Even in cases where 
Congress chose to increase funding for 
programs, the administrative funding to 
run those programs was reduced. FCA's 
FY 1993 budget request also was reduced 
in the agriculture appropriations bill. 
Congress approved a budget of $39.9 
million for FCA, which is 1 percent 
below the FY 1992 budget of $40.3 
million, and set budget limits on three 
agency offices-the Office of General 
Counsel, the Office of Congressional and 
Public Affairs, and the Office of Second­
ary Market Oversight. 

The congressional budget cut forced the 
Office of Congressional and Public 
Affairs to reduce its staff from eight to 
five. The Office of Secondary Market 
Oversight, which had requested funding 
for the director, a secretary, and one staff 
position, was limited to funding only for 
the director. To meet the budget restric­
tions, the Office of General Council 
implemented a reduction-in-force that 
resulted in the termination of four 
attorneys and one paralegal assistant. 



Office of Examination 
The mission of the Office of Examination 
(OE) is to provide effective regulation 
and oversight of the FCS through exami­
nation, supervisory programs, and 
regulatory standards that promote safe 
and sound operations and ensure 
compliance with applicable Jaws and 
regulations. 

Principal objectives for the OE are to: 

• evaluate each institution's condition 
and performance and cause corrective 
action where necessary; 

• ensure an appropriate regulatory 
framework to promote safe and sound 
operations in compliance with applicable 
law; 

• develop, motivate, and retain staff to 
carry out the agency's mission; 

• communicate effectively; and 

• efficiently and effectively manage 
resources . 

The primary method to accomplish this 
mission and principal objectives is 
through the recruitment, training, and 
retention of qualified staff whose work 
consistently reflects competence, objectiv­
ity, professional integrity, and efficiency. 

Office Organization 
Currently, the OE consists of the Office 
of the Chief Examiner, three examination 
regions, the Regulation Development 
Division (ROD), and the Technical and 
Operations Division (TOO). The Office of 
the Chief Examiner, the RDD, the TOO, and 
the Eastern Region Office are located at the 
agency's headquarters in McLean, Va. 

Examination Approach 
The OE uses a portfolio approach to 
examinations by assigning specific 
institutions to the OE field offices. The 
assignments have been established based 
on the most cost-effective means of 
conducting the examinations and do not 
necessarily correspond to Farm Credit 
District boundaries. The OE periodically 
reviews the cost effectiveness of these 
assignments and plans to further study 
the field office alignment to ensure that 
all possible efficiencies are gained. 

The OE continued to gradually increase 
its use of the offsite examination program 
implemented in 1991. Results from the 
five offsite examinations conducted in 
1992 showed significant reductions from 
the amount of resources used compared 
with onsite examinations. Increased use 
of offsite examinations is planned during 
1993. Implementation of the offsite 
examination program has allowed the 
FCA to focus resources on high-risk 
institutions while reducing resource 
needs for examinations of low-risk 
institutions. The OE also refined its "risk­
based" approach to examinations in 1992 
to achieve greater balance between 
efficiency and effectiveness. Examination 
procedures are constantly reviewed in an 
effort to identify areas that will enhance 
examination efficiency and improve the 
quality of reports. 
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16 The OE provides continual oversight 
through monitoring activities that review 
the performance and condition of all 
FCS institutions. The monitoring pro­
gram facilitates early recognition of 
adverse trends in key performance areas 
of an institution. The program is en­
hanced with the use of direct computer 
networking between the FCNs McLean 
headquarters and all regional and field 
offices. This provides examiners access 
to periodic financial reports and loan 
portfolio information. Computer net­
working helps examiners detect in­
creased risk in a timely manner and 
facilitates early initiation of corrective 
actions in an effort to avert serious 
financia 1 problems. 

Areas of Emphasis 
During] 992, the OE continued to 
emphasize and intensify examinations in 
a number of areas, including the 
following: 

• Loan Portfolio Management-An 
effective loan portfolio management 
process ensures that credit risk is 
properly identified, planned for, and 
controlled. Examinations have histori­
cally addressed the elements of loan 
portfolio management. However, inte­
grating the conclusions reached in each 
area and formulating an overall assess­
ment on the quality of loan portfolio 
management is useful in developing a 
prospective view of the future condition 
of asset quality. 

• Internal Controls-It is the responsibil­
ity of an institution 's board and manage­
ment to assess its business environment, 
determine prudent business risk, and 
establish a system of internal controls to 

achieve the organization's objectives 
within those risks. Given that responsibil­
ity, the OE continues to focus examina­
tion efforts on evaluating the strengths 
and weaknesses of an institution's inter­
nal controls. 

• Information Systems-Historically, the 
OE has conducted information systems 
examinations at the banks where the 
functions and controls were located. 
Recently, the banks' information systems 
functions, such as data entry, loan initia­
tion, and processing, have been moved to 
the associations. The introduction of new 
computer and communication technology, 
coupled with changes in the business and 
regulatory environment, has significantly 
increased the importance of the associa­
tions' role in this area. Therefore, the OE 
established procedures to assess the 
overall strengths and weaknesses of the 
associations' information systems controls. 

• Asset / Liability Management-The 
potential volatility of interest rates has 
increased the importance of financial 
institutions having adequate asset/ 
liability policies and procedures imple­
mented to limit risks associated with 
changing financial markets. An 
institution's overall financial condition is 
materially affected by the manner in 
which its assets and liabilities are man­
aged . The FCA provided written guid­
ance to FCS institutions on asset/liability 
management practices and loan terms 
and conditions offered by institutions. In 
addition, examination activities have been 
intensified in the areas of liquidity and 
compliance with regulations concerning 
investments by FCS institutions. 



• Borrower Rights-The OE continues to 
review institutions' compliance with FCA 
regulations concerning borrower rights as 
well as Regulation B, Equal Credit . 
Opportunity, and Regulation Z, Truth In 
Lending, which were issued by the Board 
of Governors of the Federal Reserve 
System. During 1992, the OE received 120 
borrower complaints. Investigative 
responsibility has been delegated to the 
TOO, which researches each complamt. 
To supplement the TOD's investi~ations, 
field offices perform followup activities 
on complaints during examinations. 
Frequently, such investigations involve 
field reviews of loan transactions to 
ensure an institution's compliance with 
the requirements of applicable statutes 
and regulations. Findings and conclusions 
are normally communicated to complam­
ants by the Office of Congressional and 
Public Affairs. While some weaknesses 
were noted, the examinations and com­
plaint investigations showed that FCS . 
institutions are generally complYing With 
the borrower rights provisions of the 
Farm Credit Act of 1971, as amended. 

Regulation Development 
Division 
The Regulation Development Division 
(ROD) is responsible for the development 
of new regulations, as \,vell as amend­
ments or changes to existing regulations 
governing the supervision of the FCS and 
the operations of the FCA. The ROD 
fulfills its responsibility by coordinating 
the development of regulations and 
policies with other affected offices within 
the F A. A detailed description of the 
regulations approved by the FCA Board 
was described earlier in this report. 

Technical and Operations 
Division 
The TOO was formed during 1992, 
centralizing the OE's technical expertise. 
It consists of Accounting and Reportmg, 
Technical Support, and the OE opera­
tional support staff. Accounting and . 
Reporting develops and issues accountmg 
and disclosure guidelines and interprets 
accounting policy issues for the agency. It 
also manages the Call Report system, by 
which the agency obtains periodic 
financial reports from FCS institutions. 
Technical Support completes prior 
approvals of FCS funding, provides . 
technical guidance on many eXamInatlOn 
issues, investigates borrower complaints, 
and works to improve computer resource 
use. The support staff coordinates the 
OE's overall efforts in planning, budget­
ing, quality assurance reviews, and 
enhancing general communications with 
field offices. The most significant activi­
ties performed by TOO include the 
following: 

• Evaluating new accounting pronounce­
ments to determine their effect on FCS 
insti tu tions. 

• Interpreting accounting issues involving 
income taxes, employee benefits other 
than pensions, foreclosed assets held for 
sale, and the 1992 legislative changes 
relating to repayment of FAC debt and 
the allowance for loan losses for PCAs. 

• Processing Call Reports and other 
financial reports from FCS institutions. 

• Participating in a work group com­
prised of regulators of financial inst!tu­
tions charged with developing a ul11form 
policy statement relating to the allowance 
for loan and lease losses. 
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18 • Implementing revisions to the Call 
Report data requirements that become 
effective the first quarter of calendar year 
1993. 

• Processing requests of two banks for 
agency concurrence in providing for the 
retirement of preferred stock purchased 
by the FAC. 

• Granting final approval for GFAs in 
five districts and conditional approval in 
two districts. 

• Issuing bookletters providing guidance 
on GFAs, disclosure to borrowers, repay­
ment of Treasury-paid interest, and 
employee compensation. 

Examinations and Ratings 
The FCA is statutorily required to exam­
ine each FCS institution except FLBAs at 
least annually. Each FLBA must be 
examined at least once every 3 years. The 
OE successfully carried out this responsi­
bility by examining 195 FCS institutions 
during 1992. 

Each FCS institution is assigned a com­
posite rating upon the completion of its 
examination. The FCA Rating System is 
similar to the Uniform Financial Institu­
tions Rating System used by most regula­
tors of financial institutions, but has been 
revised to reflect the nondepository 
nature of FCS institutions. Each institu­
tion is assigned a composite rating, 
commonly referred to as a CAMEL 
rating, based on an evaluation of its 
capital adequa cy, asset quality, manage­
ment, earnings, and liquidity. The ratings 
are on a scale of "1" through "5" in 
ascending order of regulatory concern. A 
rating of "1" is assigned to well-managed 
institutions that are basically sound in 

every respect, while a rating of "5" is 
assigned to institutions with an extremely 
high, immediate, or near-term probability 
of failure. Institutions rated "3" exhibit 
numerous weaknesses, ranging from 
unsatisfa ctory to moderately severe. The 
purpose of the rating system is to iden­
tify institutions that exhibit financial, 
operating, and compliance weaknesses 
that may require supervisory attention . 
Listed here are the ra tings of 188 institu­
tions examined in 1992. The table ex­
cludes seven institutions, which are either 
service corporations or in receivership. 

Ratings 

Institution 1 2 3 4 5 

FCBs, BCs, FICB 0 7 6 1 0 
PCAs 36 16 5 0 
ACAs 1 45 16 0 0 
FLBAs 1 15 13 2 0 
FLCAs 0 16 3 2 0 
Other Institutions 0 2 0 0 0 

Total 3 121 54 10 0 

As previously noted, the OE is now 
disclosing both the composite rating and 
the component ratings to the chairman of 
the board of each institution examined in 
order to foster more open and productive 
discussions with boards of directors. 



Training 
The FCA Examiner Commissioning 
Program con tinues to play an important 
role in the development and training of 
FCA examiners. The 3- to 5-year on-the­
job and formal Precommission Training 
Program concludes with a 3-day oral and 
written test. Once an individual success­
fully completes the test, he or she is 
au thorized to conduct examina tions of 
any bank, association, service corpora tion, 
or other institution subject to examina tion 
by the FCA. At the end of 1992, the FCA 
had 179 commissioned examiners. The 
commissioning test is revised periodically 
to reflect changes in examina tion pro­
ced ures, statutes, regulations, accoun ting 
practices, and FCS structure. 

While most of the formal training has 
been carried out by FCA s taff to ensure 
its relevance to the job and at tain cost 
efficiency, inte ragency train ing is also an 
important aspect of an examiner's 
development. FCA examiners are ex­
posed to other Federal financial institu­
tion regulators through training courses 
conducted by the Federal Financial 
Institutions Exam ination Council. The 
FCA is committed to the train ing and 
development of all exa miners to ensure 
that the agency meets its regulatory 
responsibilities in a professional and 
competent manner. 
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Office of Secondary Market Oversight 

The FCA established the Office of Sec­
ondary Market Oversight (OSMO) in 
1992, as required by Public Law 102-237. 
Through the OSMO, the agency provides 
for the general supervision of the safe 
and sound performance of the Federal 
Agricultural Mortgage Corporation 
(Farmer Mac), using examinations, 
general rulemaking, and enforcement 
authorities. 

Congress prescribed that the OSMO be a 
separate office whose activities would be 
generally carried out by individuals not 
responsible for the supervision of the 
banks and associations of the FCS. 

The FCNs activities associated with 
regulation of Farmer Mac involved 
(1) establishing the new regulatory office, 
(2) conducting its annual examination of 
Farmer Mac, (3) developing financial 
reporting requirements tailored to Farmer 
Mac's business, (4) quarterly monitoring 
of Farmer Mac's capital levels, and (5) 
conducting research on historical levels of 
agricultural defaults. 



Office of Special Supervision and Corporate Affairs 

The Office of Special Supervision and 
Corporate Affairs (OSSCA) is responsible 
for making recommendations to the FCA 
Board regarding corporate restructuring 
among FCS institutions, for the initiation 
of enforcement actions against problem 
FCS institutions, and for assessing the 
overall risk environment for planning 
and regulatory purposes. As part of this 
work, the office also conducts analyses 
of financial and economic conditions that 
could affect FCS institutions and moni­
tors trends in their performance. The 
OSSCA carries out these responsibilities 
through its three divisions-Corporate 
Affairs, Enforcement, and Risk Analysis. 
Staff at the office level fulfill the 
agency's responsibilities under the 
Freedom of Information and Privacy 
Acts and coordinate prod uction of the 
FCA AIlHun! Report. 

Corporate Affairs Division 
The Corporate Affairs Division is respon­
sible for analyzing and coordinating the 
agency's response relating to corporate 
restructuring activities of FCS institutions 
to ensure they are conducted in a safe 
and sound manner and in compliance 
with applicable statutory, regulatory, and 
policy requirements. In conjunction with 
restructuring activities , the division is 
responsible for the preparation of new 
charters and the amendment or revoca­
tion of existing charters. The division 
also cond ucts analyses of jOint manage­
ment agreements and the issuance of 
non-loan-related stock, which require the 
agency's prior approval. 

Restructuring Update 
The restructuring activities made possible 
by th Agricultural Credit Act of 1987 
(1987 Act) have had an enormous effect 
on the FCS. This update is offered to put 
those activities in perspective. Since the 
Act beca me effective on Jan . 6, 1988, and 
through Dec. 31, 1992, there have been 
541 corporate restructurings among FCS 
associations. These restructurings in­
volved 283 charter cancellations as a 
result of mergers, liquidations, and other 
reorganizations; 149 charter issuances as 
a result of reorganizations, mergers and 
consolidations, new associations, and 
transfers of lending Cluthority; Clnd 109 
charter amendments as a result of merg­
ing like Clssociations, changes in locations 
of Clssociation headquarters, name, and/ 
or territory . There were 11 mergers of 
Federal Land Banks and Federal lntenne­
diate Credit Banks, 10 of the 13 Banks for 
Cooperatives merged to form the Na­
tional Bank for Cooperatives, and the 
Farm Credit Banks of St. Louis and 
St. Paul merged to form AgriBank, FCB. 
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Current Restructuring Activity 
During the 12 months ended Dec. 31, 
1992, the FCA Board approved 20 corpo­
rate restructuring requests, which con­
sisted of 13 association mergers, 6 trans­
fers of direct lending authority from 
FCBs to FLBAs*, consolidation of 2 FCBs, 
and several charter amendments. In 
addition, the FCA Board cancelled the 
charters of eight associations upon 
completion of their liquidation, and also 
cancelled the charter of the Farm Credit 
System Assistance Board in accordance 
wi th its termina tion under section 6.12 of 
the 1987 Act. The FCA Board also en­
dorsed the requests of two associa tions to 
revoke their stockholders' petition to 
reassign to an adjoining district. 

As of Jan. 1, 1993, the FCS consisted of 
243 associations, 10 FCBs, 3 BCs, 1 FlCB, 
and 5 service organizations or related 
entities. Not included in the count are 
the institutions in liquidation. 

The preceding graphs illustrate the 
number and type of banks and associa­
tions comprising the FCS during the 
period Jan. 1, 1988, through Jan. 1, 1993. 

.. /11 lPn/a Ir. dfl..'c/ (l)rp~ln l ' l..' rt·.; tr llc/ llrIHN ill liPV (ll~... Il l/THIS 
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Enforcement Division 
The Enforcement Division is responsible 
for analyzing Reports of Examination on 
institutions that may be operating in an 
unsafe or unsound manner or may not be 
in compliance with applicable statutes 
and / or regula tions. The division recom­
mends appropriate enforcement actions to 
correct safety or soundness or compliance 
concerns. It coordinates the preparation of 
enforcement documents with the OGC 
and, with FCA Board approval, delivers 
the documents necessary to correct the 
causes of unsafe or unsound practices or 
compliance problems. Once enforcement 
actions have been taken, the division, in 
conjunction with the OE, oversees the 
performance of the institutions to ensure 
compliance with the terms of the enforce­
ment actions. The division also oversees 
the operations of four FCS institutions in 
recei vershi p. 

The goals for carrying out the OSSCA's 
su per visory and enforcement responsibili­
ties were consistent with those of prior 
years. The major goals being maintained 
are (1) the application of consistent and 
effect ive actions on any FCS institution 
that is operating in an unsafe or unsound 
manner that poses a threat to itself or to 
other FCS institutions and (2) the utiliza­
tion of prompt and specific enforcement 
actions for individual troubled 
institutions. 

Even though overall conditions in the 
FCS are improving, for the 12-month 
period ended Dec. 31, 1992, the FCA 
placed 4 orders to cease and desist and 
15 agreements on institutions, compared 
with 4 orders to cease and desist and 4 
agreements in 1991. 
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 Farm Credit Association Strllcture* 

(As "/ fnl l/III "!! 1, 1993) 

Affiliation FLBA PCAs ACAs FLCAs Totals 

feB of Springfield 0 0 12 0 12 
FCB of Baltimore 0 0 16 0 16 
FCB of Columbia 0 0 19 0 19 
FCB of Louisville 0 0 5 0 5 
FrCB of Jackson 0 2 0 0 2 
AgriBank, FCB 2 20 12 18 52 
FCB of Omaha 1 0 0 2 
FCB of Wichita 22 18 0 0 40 
FCB of Texas 48 17 0 0 65 
Western FCB 4 12 4 9 29 
FCB of Spokane 0 0 0 

Total 77 70 69 27 243 

"Oacs 1/ot include (Inc Fr(/(trnl Lal1d Bnllk Assocwfiol1 and fWD ProductIOn CrcdJI As:.'rcinJiolls IJ/ Iiql/ icin tiol1. 

In 1992, the FCA issued 6 supervisory 
letters and 32 followup letters to institu­
tions operating under existing enforce­
ment actions. The FCA formally imposed 
conditions of merger, corporate restruc­
turing, or consolida tion on fi ve associa­
tions during 1992. 

Improving financial and credit conditions, 
coupled with satisfactory compliance 
with the enforcement action, resulted in 
the FCA's terminating the enforcement 
actions on 28 institutions. 

There were 65 FCS institutions under 
enforcement actions at the end of 1992. 
These institutions represented $32.7 
billion in assets. These statistics also 
reflect improvement, as there were 77 
institutions with $50.3 billion in assets 
under some form of enforcement action 
at the end of 1991. 

As in previous periods, the enforcement 
actions taken by the FCA were generally 
remedial in nature and required steps to 
be taken by an institution to rehabilitate 
its problem areas. 

FCS Institutions in Receivership 
Of the 12 FCS institutions in receivership 
at Dec. 31, 1991 , only 4 remained at the 
end of 1992. Six Spokane District PCA 
and two Omaha District PCA receiver­
ships were completed and the charters of 
the institutions were cancelled by FCA 
Board action early in the year. The four 
remaining receiverships are the FLB of 
Jackson, Jackson, Miss.; the FLBA of 
Jackson, Jackson, Miss.; the Richmond 
PCA, Sugar Land, Texas; and the 
Coleman PCA, Coleman, Texas. 



Since being placed in Jiquidation on 
May 20, 1988, by FCA Board action, $2 
billion in assets of the Jackson institutions 
have been fully disposed of, $2.3 billion 
in bonds and notes was paid or trans­
ferred during asset disposition, and 
protected borrower stock has been 
retired. 

The Jackson receivership is now a part­
time operation, with attention focused 
primarily on the resolution of outstand­
ing litigation. As of Dec. 31, 1992, the 
Jackson receivership was involved in 14 
lawsuits (either as plaintiff or defendant) 
for predominantly pre-receivership 
claims. This is down from a high of 40 in 
June 1990. The number of lawsuits has 
not materially changed from a year ago 
beca use of the difficulty in getting rulings 
from judges in state courts. One major 
piece of litigation that has recently been 
settled out of court is the receivership's 
lawsuit against the FlCB of Jackson over 
the value it paid for mineral rights of the 
FLB of Jackson before it "vas placed into 
receivership. The FLB of Jackson in 
Receivership and the FlC B of Jackson 
agreed to a mutually beneficial settlement 
that resolved a very sensitive situation. 

The FLB of Jackson in Receivership has 
one remaining substantive asset. The 
receiver is currently marketing a 5,000­
acre parcel of land in Texas to which the 
receivership obtained marketing rights 
during a distressed loan settlement. The 
FCA estimates an additional 30 months 
will be necessary to wind up the receiv­
ership affairs. 

The assets of the Richmond PCA in 
Receivership "vere $5.6 million at Dec. 31, 
1992. Since Jan. 6, 1989, when the F 
Board approved the association board 's 

resolution to voluntarily liquidate, a total 
of 65 percent of the assets have been 
disposed of by the receiver. Efforts to 
complete the closing of this receivership 
will continue to concentrate on collections 
and settlements of its remaining accounts. 

The Coleman P A was placed in receiv­
ership on April 26, 1989, following a 
determination by the F A Board that it 
was operating in an unsafe and unsound 
manner. The receivership's assets were 
reduced from $1.9 million at the end of 
1991 to $900,000 at the end of 1992. Since 
the inception of this recei vershi p, the 
receiver has disposed of more than 80 
p ercent of the association's assets, and a 
second partial equity distribution was 
made to stockholders during the year. 

Risk Analysis Division 
The Risk Analysis Division has the lead 
rol e in monitoring, analyzing, and 
forecasting the external economic, finan­
cial, and policy environment in which 
FCC; institutions operate. The division 
uses these activities to assist the agency 
in policy analyses, strategic planning, 
regulation development, and in the 
identification and analyses of systemic as 
well as institution risk. Through the 
development and maintenance of finan­
cial models, the division analyzes finan­
cial viability of FCS institutions and 
keeps the agency informed on FCS 
financial performance trends. The divi­
sion also develo ps and maintains the 
agency's Early Warning System and 
provides analytical expertise to the 
agency on the use and content of its 
Consolidated Reporting System. 
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Office of General Counsel 
The Office of General Counsel (OGC) 
provides all legal advice and services to 
the FCA Board, the chairman, and 
agency staff. The OGC is also responsible 
for assisting the agency to operate III 

accordance with statutory and regulatory 
authorities and responsibilities. The 
mission of the OGC is to provide profes­
sional, comprehensive, and authoritative 
legal services of the highest quality to 
enable the FCA to carry out its responsi­
bilities and objectives. 

The OGC has two divisions-the Regula­
tory Operations Division and the Admin­
istrative Law and Enforcement Division. 
These divisions resulted from a reorgani­
zation of the OGC on Oct. 1, 1992. The 
responsibilities of the OGC are divided 
between the two divisions on the baSIS of 
subject matter and the identity of the 
client. Although the divisions primarily 
serve the clients and concentrate in the 
subject areas discussed in the following 
paragraphs, attorneys in the divisions 
also serve other clients and work on 
other matters as required by the needs of 
the client and the office. 

Regulatory Operations Division 
The Regulatory Operations Division 
provides advice, legal opinions, and 
recommendations to the Office of Exami­
nation, the Office of Secondary Market 
Oversight, the Office of Congressional 
and Public Affairs, and the Farm Credit 
System Insurance Corporation. TIle 
division provides legal advice and 
support and represents the agency in 
litigation in connection with agency 
proposals or actions involving all aspects 
of the operations of FCS institutions, 
except those matters handled by the 

Office of Special Supervision and Corpo­
rate Affairs. The responsibilities of the 
division include the areas of lending, 
funding, borrower rights, disclosures to 
investors and stockholders, capital, and 
financial assistance. In addition, the 
Regulatory Operations Division provides 
legal support for the development and 
promulgation of FCA regulations and for 
legislative activities in these subject areas. 
The OGC also assisted in the preparation 
of regulations relating to assessments, 
compensation of FCS institution directors, 
collateral evaluation, investments of FCS 
institutions, the Equal Access to Justice 
Act, the Privacy Act, capital allocation, 
conservatorships and receiverships, 
personnel administration, and title VIII 
service corporations. The division also 
generally assists in the representation of 
the FCA before Congress. Finally, if a 
contested enforcement matter were to 
proceed to an administrative hearing and 
decision by the FCA Board, the Regula­
tory Operations Division would be 
responsible for advising the FCA Board 
in its decision-making process. 

Administrative Law and 
Enforcement Division 
The Administrative Law and Enforce­
ment Division provides advice, legal 
opinions, and recommendations to the 
Offices of the Board, Chief Operating 
Officer, Resources Management, and 
Special Su pervision and Corporate 
Affairs. The division represents the 
agency in enforcement proceedings 
initiated by the FCA and in litigation. It 
also provides legal advice and support 
regarding enforcement actions; the 



issuance and amendment of charters; 
mergers, consolidations, and other 
reorganiza tions; the implementation and 
administra tion of receiverships; and 
issues concerning the FCS Building 
Association. In addition, the division 
provides monitoring and support for 
FCA operations and interna l agency 
adm inistration in areas such as the 
Government in the Sunshine Act, the 
Freedom of Information Act, the Privacy 
Act, personnel law, contra ct and procure­
ment law, and ethics. 

Additionally, at the beginning of 1992, 
there were 12 lawsuits pending against 
the FCA. During the year, one la wsuit 
was initia ted against the agency, and 
nine were terminated. The discussion of 
the following lawsuits is illustrative of 
the type of litigation in which the agency 
is involved. 

Colorado Springs PCA v. FCA, Chatta­
nooga PCA v. F A, and Sikeston P A v. 
FCA, (D.C. Cir.) 

On June 26, 1992, the U.s. Court of 
Appeals for the District of Columbia 
Circuit upheld the constitutionality of the 
assessments on FCS institutions made 
pursuant to the Agricultural Credit Act 
of 1987. The assessments are ava ilable to 
cover certain potential defau lts by institu­
tions on the repayment of the bonds 
issued by the FAC to assist troubled 
institutions. Upon repayment of the FAC 
bonds, any remaining money will be 
transferred to the Farm Credit Insurance 
Fund . 

The plaintiffs alleged, among other 
things, that the assessment was a depri­
vation of property without due process 
and a taking without just compensa tion 

in violation of the Fifth Amendment of 
the Constitution. A unanimous Court of 
Appeals agreed with the F A's argument 
that the Ta kings Clause of the onstitu­
tion does not prohibit the Gov rnment 
from compell ing a party to provide 
funding for a program from which it 
derives a sign ificant benefit. 

Buckeye Production Credit Association 
and Federal Land Bank Association of 
Fostoria, FL A v. FCA, (4th Ci r.) 

The pla intiffs filed suit on April 16,1991, 
in the .5. District Court for the Eastern 
District of Virginia requesting the court 
to set as id e the FCA's issua nce of a 
charter to Mid-America ACA as being in 
violation of certa in provisions of the 
Farm Cred it Act of 1971, as amended . In 
Orders dated March 23 and July 15, 1992, 
the District Court invalidated Mid­
America AC 's charter to the extent that 
Mid-America was subject to certain 
"obligations" under section 7.8 of the Act 
and gra nted a stay of its actions pending 
appeal. The FCA has filed an appeal with 
the U. . ourt of Appeals for the Fourth 
Circuit. 
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Office of Congressional and Public Affairs 

The Office of Congressional and Public 
Affairs (OCPA) is responsible for the 
coordination and dissemination of infor­
mation by the agency to the Congress, 
other Federal agencies, the FCA's various 
publics, including FCS institutions, and 
the agency' s own employees. In carrying 
out this responsibility, the 0 PA works 
with other agency offices that serve as 
expert resources on various issues. The 
background information provided by 
these other offices is used to plan and 
prepare the agency's communications 
with its various publics. The OCPA also 
provides these same communications 
crvices on a reimbursable basis for the 

FCSIC. 

In the congressional affairs area, the 
OCPA maintains open communications 
with Members of Congress and their 
staffs through briefings on the agency's 
mission, its view on pending legislation, 
and the budget for its administrative 
expenses, as well as in responding to 
congressional concerns. Further, the office 
responds to congressional inquiries, 
arranges briefings, develops congressional 
testimony, and monitors legislation that 
may affect the FCA or the FCS. If bor­
rower complaints or inquiries are sent to 
the agency through a congressional office, 
the OCPA directs any analysis or investi­
gation necessary to prepare the agency's 
response. 

The office serves as the initial point of 
contact with the Office of Management 
and Budget and other Federal agencies 
concerning legislative and administrative 
matters. 

The primary responsibilities in the area 
of public affairs are to communicate the 
agency's positions and actions to its 

various publics and to respond to re­
quests for information. The principal 
means for agency communications are 
the preparation and dissemination of 
news releases and media advisories, 
arranging for media interviews, respond­
ing to media and public inquiries, and 
writing and distributing many of the 
FCA's printed materials. Until Sept. 30, 
1992, the office responded to requests 
under the Freedom of Information Act 
and the Privacy Act, at which time those 
functions were transferred to the OSSCA. 
The major publication of the office is the 
FCA Bulletin, and the office directed 
publication of the FCA Annual Report for 
1991. Another significant duty of the 
office is providing internal communica­
tions to employees through its electronic 
newsletter. 

During 1992, the OCPA responded to 
more than 500 inquiries from the general 
public and processed more than 500 
inquiries from System borrowers, Mem­
bers of Congress, and the White House. 

Another major activity of the office 
completed in 1992 was communication of 
the findings of FCNs outside manage­
ment study and the resulting agency 
organization changes to the members of 
the Agriculture Committee and Agricul­
ture Appropriations Subcommittee of 
both the US. Senate and the House of 
Representatives. 



Farm Credit Banks and 
Associations Safety and 
Soundnes Act of 1992 
A major leg islatIve eUort was accom­
plished on Oct. 28, 1992, when President 
Bush signed the Farm Credit Banks and 
Associations Safety and Soundness Act of 
1992 (1992 Act) into la w. This was the 
culmination of almost 2 yea rs of effort on 
the part of the Congress, the FCA, the 
FCSlC and others to strengthen the 
repc1yment provisions for the deb t issued 
by the FAC to provide fi na ncial ass is­
tc1 nce to troubled FCS institutions c1fter 
the passage of the Agricultural Credit 
Act of 1987. The 1992 Act add resses 
System ca pitat expands some au thorities 
for the BCs, and m odifies the FCA's 
authority to determine the scope of 
examinations. It also prov ides a s ta tutory 
method for resolving the merger of the 
FICB of Jackson. Many of the issues 
raised by the FCA Board in its 1991 
legislative recommendations to the 
Congress were incorpora ted into the 
1992 Act. 

The 1992 Ac t is divided into five sepa ra te 
tit les. Title J makes perma nent the former 
transition provision of FCA regulations 
dealing w ith allocation of capital between 
an FCS bank and its re lated assoc iations. 
The law provides that an assoc ia tion' s 
inves tment in a bank is counted for 
regula tory capital requirements in accor­
dance with an agreement between each 
bank and its related associations. Further, 
this title expand s the defini tion of perma­
nent capital to include other debt and 
equi ty instruments as the FCA may deem 
appropria teo 

Title II deals with a se para te GAO study 
which is required on the office space, 

furniture, and eq uipment being used by 
both the FCA and FCS institutions. 

Strengthening the repayment provisions 
of FAC debt is the principal purpose of 
title HI. Generally, this title requires FCS 
institutions to begin to set Clside the 
funds that will be necessary to repay 
their po rtio ns of the FAC obligations. 
These provisions clarify and streng then 
the requirement for repayment of the 
capi tal preserva tion obliga tions, the 
re pa yment of preferred stock by assisted 
institu tions, the Systemwide repayment 
obligation, and the repayment of Trea­
sury-pa id interes t. Another provision 
transfer the repayment obligations fro m 
associations to banks. The FAC is autho­
rized to obta in recoveries from all 
defaulting ban ks on any of the FAC debt 
payments and to recover from the FCSIC 
if the defaulting bank fail s to pa y within 
12 months of the default. 

The resolution of the FICB of Jackson 
merger is the primary purpose of title IV . 
It permits the FICB to voluntari ly merge 
w ith an FCB by June 3D, 1993, if it can 
find a suitable merger partner. The FCA 
can gra nt a n one-t ime ex tens ion to this 
voluntary merger date to Oct. 31,1993, if 
the FICB and its merger partner demon­
strate that a merger is being pursued in 
good faith and will occur by the ex ten­
sion deadline . This title also affirms the 
exclusive long-term lend ing charter of 
the FCB of Texas in the three sta tes tha t 
are also served by the FlCB of Jackson. 
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 Title V of the 1992 Act: 


• establishes the allowance for losses for 
PCAs solely according to Generally 
Accepted Accounting Principles and 
removes the regulatory reserve require­
ment for loan losses; 

• permits the BCs to purchase participa­
tions of non-cooperatives, offer technical 
and financial assistance to eligible bor­
rowers, expand their water and sewer 
lending authorities, expand the eligibility 
for nonprofit service cooperatives, and 
allows for the election of one member of 
their boards' directors on the basis of 
equity-weighted voting; 

• gives the FCA increased flexibility in 
determining the scope for examinations 
of FCS institutions; 

• permits the compensation of FCS 
directors to be raised from $15,000 to 
$20,000 per year, with adjustments for 
inflation, unless the FCA determines that 
the safety and soundness of an institution 
is adversely affected; 

• repeals the prohibition on the guaran­
tee of tax-exempt indebtedness by FCS 
institutions; and 

• requires the FCA to review its financial 
disclosure and conflict-of-interest regula­
tions and adopt any needed amendments 
to the existing regulations by Oct. 28, 
1993. 

In addition to supporting passage of the 
1992 Act, the agency gave its support to 
legislative efforts that would strengthen 
lender liability protection for environ­
mental hazards and legislation that 
would clarify the FCA's role in examin­
ing the National Consumer Cooperative 
Bank. Neither of these legislative initia­
tives has yet been enacted. 



Office of Inspector Genera 1 
The FCA Office of the Inspector General 
(OIG) was statutorily created in 1989 for 
the purpose of improving operations, 
stimulating constructive change, and 
detecting and preventing waste, fraud, 
abuse, and mismanagement. The OIG's 
independent role and general responsi­
bilities are defined by the Inspector 
General Act of 1978, as amended, which 
includes reporting responsibilities to both 
the chairman of the FCA and the Con­
gress. The jurisdiction of the OIG is 
primarily the programs and operations of 
the FCA itself, but oversight of the 
agency' s programs could cause the OIG 
to perform work in some FCS institu­
tions. The operation of the OIG is built 
around the following activities. 

• Audits-The scope and emphasis of 
OIG audits may include financial state­
ment and financially related audits, 
compliance reviews, and performance 
audits designed to measure the economy 
and efficiency of programs, or to deter­
mine the extent to which a program 
achieves its intended purpose. The OIG 
has an interdisciplinary audit staff, which 
has been primarily engaged in perform­
ing program audits. Copies of audits are 
generally available to the public. 

• Inspections-Inspections are similar to 
audits, but have the objective of provid­
ing greater coverage with fewer staff 
resources and giving more timely feed­
back to managers about their programs 
and activities. Inspections are characteris­
tically more limited in scope and use 
more flexible methodologies than audits . 

• Investigations-OIG investigations are 
usually in response to allegations of 
fraud or abuse made by the public or 

FCA employees or in response to indica­
tions of illegal acts or abuses identified 
through audits or inspections. The OIG 
may also conduct proactive investigations 
into areas of specific weakness or vulner­
ability. Investigations are directed at 
individuals and therefore differ from 
audits Jnd inspections, which are di­
rected at organizations and programs. 

• Reviews of Proposed Legislation and 
Regulations- The focus of this activity is 
to identify opportunities to improve the 
controls and efficiencies in proposed 
legislation or regulations. The OIG may 
also evaluate existing legislation and 
regulations for the same purposes as a 
part of the ongoing eval ua tion of the 
FCA's programs and operations. 

The Inspector General has established a 
HOTLINE to facilitate reporting com­
plaints or information about apparent 
violations of laws, rules, or regulations; 
waste or mismanagement; abuse of 
authority; or dangers to public health or 
safety. Such compJaints should be sub­
mitted in writing to the Inspector Gen­
eral, c / o Farm Credit Administration, 
1501 Farm Credit Drive, McLean, VA 
22102-5090 or by calling the OIG 
HOTLINE (800-437-7322). Informa tion 
received through complaints is treated 
confidentia 1Iy. 
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Office of Resources Management 

The Office of Resources Management 
(ORM) provides administrative manage­
ment and services to the agency and 
represents the agency with other Federal 
agencies and departments with central­
ized administrative responsibilities . These 
functions are carried out through four 
divisions. 

The Office of the Director, in addition to 
managing the ORM, develops informa­
tion resources management (IRM) plans, 
policies, and procedures and coordinates 
IRM budget and procurement actions. It 
also administers programs involving the 
Agency Time Tracking System, Computer 
Security, Federal Emergency Prepared­
ness, and Information Security. Under the 
direction of the chief operating officer, it 
also administers the agency's Audit 
Followup Program. 

The coordination of the development and 
awarding of agency contracts and the 
overSight of purchasing supplies and 
equipment is achieved by the Adminis­
trative Resources Division. This division 
administers the agency's support func­
tions relating to supplies, equipment, 
mail, telecommunications, design, presen­
tation materials, publications, d upticating, 
and vehicle management. It also adminis­
ters the agency's property management 
system and serves as the agency's point 
of contact with the FCS Building 
Association . 

The Fiscal Resources Division administers 
agency budgeting, cash management, 
fiscal, and accounting activities. These 
include financial reporting, investment of 
surplus funds, interagency agreements, 
vendor and travel payments, credit cards, 
cash advances, and imprest fund. 

The Human Resources Division is re­
sponsible for the administration of the 
agency's human resources management 
programs and procedures for recruiting 
and staffing. It also administers the FCA 
job evaluation and compensation pro­
gram, FCA and Federal benefits pro­
grams, payroll , employee relations, 
performance management, personnel 
security, training, and awards and 
recognition. The division manages the 
Employee Assistance Program and the 
maintenance, validation, and adminis­
tration of the FCA Examiner Commis­
sioning Test. 

The responsibility for all aspects of the 
agency's information resources manage­
ment program lies with the Information 
Resources Division . These include the 
development and operation of electronic 
data processing activities, a computer 
facility, microcomputers and related 
equipment, the library, and central files . 

Farm Credit Administration 
Budget 
The FCA's fiscal year begins on Octo­
ber 1 and ends on September 30. The 
agency's budgetary process is set forth in 
section 5.15 of the Farm Credit Act of 
1971, as amended. The act requires that 
prior to the first day of each fiscal year, 
the FCA shall determine: 

• the cost of administering the act for the 
subsequent fiscal year, including ex­
penses for official functions; 

• the amount of assessments that will be 
required to pay such administrative 
expenses, taking into consideration the 
funds contained in the Farm Credit 



Administration Administrative Expense 
Account, and maintaining a necessa ry 
reserve; and 

• the amount of assessments that will be 
required to pa y the cos t of superv ising 
and examining Farmer Mac. 

On the basis of determinations made, the 
FCA is required to : 

Farm Credit Admil1istratioll 
Admil1istrative Expenses 
(Dollnrs in Thol/sallds) 33

FY 1992 FY 1993 
O bject Class 

Actual Estimated 

Personnel Compensation 
Full-time Perma nent $24,474 $25,146 
O ther Personnel Compensation 1,104 1,086 
Person nel Benefit s 6,369 6,658 

• apportion the amount of the assessment 
among FCS institutions on a basis deter­
mined to be equitable by the FCA; 

• assess and collect such amounts from 
time to time during the fiscal yea r; and 

• assess and collect from Farmer Mac 
from time to time during the fi scal yea r 
the amount determined to be necessary, 

The amounts collected are deposited in 
the Farm Credit Administration Adminis­
trative Expense Account. The expense 
account is maintained in the Treasury of 
the United States and is available, with­
out regard, for purposes of sequestration, 
to the Balanced Budget and Emergency 
Deficit Control Act of 1985, to pay the 
expenses of the FCA. The funds con­
tained in the expense account shall not 
be construed to be Federal Government 
funds or appropriated monies, 

Total Personnel Compensation $31,947 $32,890 

Tra ve l a nd Transportatio n 
of Persons $ 2,502 $ 2,822 

Transportatio n of Things 106 100 
Comm unication, Utilities, 

and Other Rent 892 893 
Printing and Reprod uction 146 213 
Other Services 2,037 2,203 
Supplies and Material 521 403 
Equipment 397 384 
Insurance C laims a nd 

Indemnities 539 ° 
Tolal Ob ligation ,39,087 $39,908 

Prior Year Obliga tions (1 ,083) ° Tota l 538,004 539,908 
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The Economic Environment 
Farm Credit System institutions are 
largely single-industry lenders. They 
serve the Nation's agricultural commu­
nity through its farmers, ranchers, pro­
ducers and harvesters of aquatic prod­
ucts, and their cooperatives. And they 
serve the Nation's rural communities 
through rural housing and rural utility 
loans. This means that FCS institutions' 
loan demand and the repayment capacity 
of their borrowers are shaped by a host 
of influences affecting the agricultural 
sector of the U.S. economy. 

FCS institutions raise loan funds in 
national financial markets. The supply 
and cost of these funds are affected by a 
wide-ranging set of forces affecting the 
financial sector. Both agricultural and 
financial markets respond to private 
market forces and to the public policies 
enacted by governments around the 
world. Significant forces affecting the FCS 
are important in understanding its 
financial perfo rma nce and condition in 
1992. 

Economic Changes Improve the 
Interest Rate Environment 
Economic activity in 1992 continued with 
a pattern of slow and sustainable growth 
in output, with some acceleration in the 
second half, but without significant 
growth in labor force participation. This 
unusual pattern for the early stages of 
recovery from a recession had important 
effects on the lending and funding 
environment. 

The modest rate of economic growth, 
together with surplus labor, excess 
productive capacity, and moderate 
aggregate demand , continued to be a 
positive influence in holding down the 

inflation rate. For all of 1992, inflation, as 
measured by the Consumer Price Index 
(CPl), rose only 3 percent, while the core 
rate of inflation (the CPI adjusted for 
food and energy prices, which are often 
quite volatile) was increasing at only a 
2.5-percent rate. 

More than 2 years of declining inflation 
rates have contributed to a favorable 
environment for interest rates. In addi­
tion, the relatively slow-growing 
economy favored the financial markets 
by allowing interest rates to fall due to 
weak loan demand and boosting prices 
on financial instruments. Further, the 
drop in rates permitted extensive refi­
nancing of home mortgages, freeing cash 
formerly tied to monthly payments and 
often allowing net borrowing against 
equity. Both these factors provided 
stimulus to consumer spending that 
would not have been available from per 
capita consumer income. 

The long decline in short-term interest 
rates, which began back in 1989, is likely 
to have ended when monetary policy 
ended its tilt toward lower rates in 
December 1992. However, Long-term 
bonds, which began their descent in 
April 1992, continued to decline through­
out December. The new and favorable. 
interest rate environment was created by 
a combination of a slow-growing 
economy and a declining rate of growth 
in consumer prices. 

During much of 1992, the spread be­
tween short- and long-term interest rates 
was unusually wide, creating unique 
profit opportunities for financial 
intermediaries. 



Financial Condition of Farm 
Sector Largely Restored 
By 1989, the farm sector was well on the 
road to recovery from the financial crisis 
it had endured duri ng the early and mid­
1980's. Since 1989, the sector has basica lly 
maintained its improved financial condi­
tion. Borrower accounts showed a similar 
pa ttern of improvemen t, al though a sma ll 
portion of borrowers remain in unsa ti s­
factory financial condition. 

Between debt paydowns, writ offs, and 
bankruptcies, the sec tor had shed nea rly 
30 percent ($60 billion) of its debt by 
1989, and it had cut its yearly interest 
expense nearly one-third to less than $15 
billion. Farmland values ended a 5-year 
slide in early 1988. Land values have 
since been on a slow climb, reaching $685 
per acre in early 1992 (compared with 
$823 per acre a decade earlier). The debt­
to-asse t ratio of the sector had deterio­
rated to 23 percent in 1985. By 1989, this 
important ratio had come back down to 
less than 17 percent and was near this 
improved level in 1992. 

The sector's grea tl y improved debt-to­
asset ratio sugges ts that some farmers 
could carry more debt. Bu t not all 
farmers are in solid financial hea lth . 
Abou t half the Nation's farmers ca rry 
debt fi nancing, and for those opera tions 
with sa les of more than $100,000 annu­
ally, more than 80 percent carry debt. A 
limited number of these have high 
enough debt-to-asset ratios to pose con­
cerns if either expenses were to increase or 
receipts to decline significantly. 

Credit is, of course, not a substitute for 
income over any extended period. But 
change in income often provides a partial 
explana tion of changes in debt. Debt 

increase may temporarily fill in for an 
income shortfa ll , or it may be used to 
supplement investment of funds from 
income in strong income years. 

Informa tion from the U.S. Department of 
Agriculture (USDA) on far m receipts and 
expenses suggests that net income in 
1992 was abou t $50 billion, and net cash 
in come was near $59 billion. Both are 
near the record highs se t in 1990. et 
cash farm income is a summation of 
commodi ty sa les, Government payments, 
and farm-related income, less cash opera t­
ing expenses associated with producing 
those revenues. Net farm income is a 
somewhat broader concept that includes 
some farm household income and expense 
items. It is basically an accrual accounting, 
reflecting current year output and taking 
depreciation as an expense. Certain 
noncash income and expense items are 
included , such as valuing home consump­
tion and adjusting for physical changes in 
farm inventories. Both series are important 
in monitoring the health of the sector. The 
cash series is more relevan t fro m a loan 
repayment standpoin t. But net farm 
income can be somewha t more revealing 
for looking ahead. 

Financial Condition of Farm 
Operators Improving 
As we complete 1992, m ost farm borrow­
ers were in good financial condition. 
Farmers continue to make progress in 
holding down expenses. Over the las t 2 
years, total farm production expenses 
decl ined 1 percent . Helping in this regard 
have been the overall containment of 
general price infla tion and lower interest 
rates. In 1992, the interest expenses of 
farmers were $13.5 billion, 7 percent less 
than in 1991. 
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36 A small and diminishing number of 
farmers, however, continue to struggle to 
overcome adversities that began in the 
1980' s. Though the USDA reported tha t 
by early 1991 farm operators were in 
their best overall financial condition since 
1984, about 7 percent of farms, owing 21 
percent of operator debt, were in a 
vulnerable position. Vulnerable farms are 
defined as those with debt-to-asset ratios 
at or above 40 percent and a negative net 
farm income. 

By late 1992, about 5 percent (roughly 
30,000) of the farms with annual sales 
over $40,000 were in the vulnerable 
category, along with about 7 percent of 
the smaller farms . The recent surveys 
show that highly leveraged larger farm­
ers have been able to improve their 
balance sheet positions more than have 
highly leveraged smaller farm operators. 
While three-fourths of farm operator debt 
is held by larger operators, small opera­
tors also pose a default risk since a 
higher proportion of their debt is in the 
vulnerable category. 

Geographic locations and production 
specialties associated with vulnerable 
farms have also changed from the Corn 
Belt and Lake States to the Southeast and 
Southern Plains regions. By production 
specialty, the composition shifted away 
from cash grain and dairy farms toward 
those specializing in beef, hogs, or sheep. 

As of early 1991, farmers in the Pacific 
and Mountain regions were in the 
weakest average financial shape, while 
the Northeast and Southeast saw deterio­
ration for the first time. These changes 
appear to tie to unfavorable local eco­
nomic conditions affecting asset values 
and to weaknesses in off-farm income of 
smaller farmers. In fact , much of this 

regional deterioration was related to 
small farms. Three regions (the North­
east, Pacific, and Mountain) looked much 
healthier if one focuses on larger farm 
operators. Taking just larger farms , the 
Southeast, Southern Plains, and Delta 
were in the worst shape due to cotton 
and poultry producers. 

Importance of Off-Farm Income 
Grows 
The USDA has recently reported that off­
farm income is playing a much greater 
role in farm finance than had been 
previously evident. Some 90 percent of 
farm operator households have off-farm 
income, a figure that holds across four 
broad U.S. geographic regions. Nation­
ally, off-farm income was equal to 85 
percent of farm operator households' 
overall net income in 1990 (nearly 
$33,300 out of roughly $39,000 per farm 
operator household) . 

A major regional difference is in the 
average level of farm and off-farm 
income. The Midwest had the highest 
average net farm income (nearly $10,000) 
and the lowest average off-farm income 
(under $25,000). At the other extreme, the 
Northeast had an average net farm income 
of less than $1,700 and the West had an 
average off-farm income of nearly $56,000. 

This new information demonstrates the 
great importance of local economic 
conditions to the financial well-being of 
FCS borrowers. The data are consistent 
with recent years of improved FCS 
institution performance in the Nation's 
midsection as well as with the more 
recent deterioration experienced by those 
institutions serving both the East and 
West Coasts. 



Financial Condition and Performance of Farm Credit 

System Institutions * 
The financial condition of the Farm 
Credit System continued to improve 
during 1992 through strong earnings 
performance. Combined net income 
increased to $986 million** in 1992 from 
$811 million in 1991. 

Increased earnings were primarily attrib­
utable to increased net interest margins. 
Net interest margins increased to 2.91 
percent in 1992, up from 2.57 percent in 
1991. In the fourth quarter, net interest 
margins increased to 3.13 percent in 1992 
from 2.70 percent in the same period of 
the prior year. 

Partially offsetting 1992 net interest 
income was a one-time expense of $37 
million. This expense was the result of 
eight FCS banks changing their account­
ing methods for post retirement benefits 
(in compliance with SFAS No. 106). The 
remaining six banks have chosen to 
amortize the expenses associated with 
SFAS No. 106, as permitted under 
transitional obligation guidelines. The 
future expenses estimated to be recog­
nized due to SFAS No. 106 are $71 
million. 

Total assets increased modestly to $63.2 
billion at the end of 1992 from $62.5 
billion in 1991. Loan volume was also 
rather flat . Total gross loans (including 
nonaccruals) increased $950 million to 
$52.4 billion in 1992 from $51.5 billion in 
1991. Accrual loan volume increased $1.3 
billion to $50.4 billion. Nonaccrual loans 
decreased from $2.5 billion to $2 billion. 

Composition of the loan portfolio also 
changed slightly. Long-term real estate 
loans to farmers decreased $218 million 
in 1992, while short- and intermediate­
term loans increased $183 million. Loan 

volume increased $202 million on loans 
to domestic cooperatives and increased 
$966 million on international loans. 

Total capital increased to $7.2 billion*** in 
1992 from $6.4 billion in 1991. The 
quality of capital also improved as 
capital that is not at risk decreased from 
$668 million in 1991 to $401 million in 
1992. This capital is comprised of bor­
rower-owned stock issued prior to Oct. 6, 
1988, and is protected from. loss by 
provisions of the Agricultural Credit Act 
of 1987. Total capital to assets increased 
to 11.4 percent in 1992 from 10.2 percent 
in 1991. All FCS institutions exceeded the 
regulatory permanent capital requirement 
of 7 percent of risk-adjusted assets at the 
end of the year. 

Farm Credit Banks 
The total assets of the Farm Credit Banks 
declined 0.5 percent during 1992, reflect­
ing a slight reduction in loans outstand­
ing. However the quality of the banks' 
assets improved, as non-accrual loans 
declined significantly during the year. At 
Dec. 31, 1992, non-accrual loans totaled 
$1.3 billion, nearly 25 percent less than a 
year earlier. The most significant reduc­
tion in nonaccrual loans was in the 
Western FCB's portfolio, where these 
loans declined by 55.8 percent. This was 
largely the result of transferring a $126 
million loan to one large ACA from 
nonaccrual to accrual status. 
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With the transfer of direct long-term 
lending authority from the FCBs to the 
FLCAs and ACAs, as authorized by the 
1987 Act, the banks are increasingly 
becoming wholesale lenders, making 
loans to associations instead of directly to 
farmers and other eligible borrowers. At 
Dec. 31, 1992, 78.8 percent of FCB loans 
were to associations, compared with 42.5 
percent at the end of 1988. 

Net earnings of the FCBs remained 
relatively stable during 1992, while 
improvement was noted in the quality of 
earnings. Net income totaled $345.1 
million for the 12 months ended Dec. 31, 
1992, down 8.9 percent from the $378.7 
million recorded for 1991. The decline in 
earnings was largely a result of the 
$127.3 million in allowance for loan loss 
reversals the banks recorded in 1991, 
which increased net income for that year. 
The banks' operating expenses declined 
by 15.4 percent during 1992. Operating 
expenses as a percent of average earning 
assets declined from 1.29 percent in 1991 
to 1.10 percent in 1992. 

The banks' net interest income rose by 
2.9 percent during 1992, as their average 
interest rate spread on loans increased to 
219 basis points. Interest earned on loans 
fell 17.3 percent, as the average lending 
rate declined 162 basis points to 7.76 
percent. But total interest expense de­
clined even more, 25.7 percent, as the 
average cost of funds declined 181 basis 
points to 5.58 percent. 

While the quality of the banks' net worth 
improved through growth in retained 
earnings, their total capital position was 
stable during 1992. Earned net worth 
continued to grow, increasing by 21.2 

percent to $1.6 billion during 1992. 
Unallocated retained earnings represented 
41.5 percent of total net worth and 3.6 
percent of total assets at Dec. 31, 1992, 
compared with 34.1 and 2.9 percent, 
respectively, a year earlier. Total net 
\-\forth declined by 0.2 percent for the 12 
months ended Dec. 31, 1992, largely as a 
result of extraordinary transactions 
completed during the year. These trans­
actions involved the purchase of zero­
coupon U.S. Treasury bonds by the FCB 
of Omaha and AgriBank, FCB, to ensure 
the retirement of preferred stock issued 
to the FAC. Total capital of these two 
banks was reduced by the amount used 
to purchase the bonds, preferred stock 
was reduced by the amount of financial 
assistance received earlier, and surplus 
was increased by the difference between 
the two amounts. At the FCB of Omaha, 
total capital was reduced by $47.7 mil­
lion, but surplus grew $59.3 million . At 
AgriBank, total capital was reduced by 
$59.4 million, while surplus increased by 
$73.6 million. 

The effect of these transactions on the 
combined banks' financial statements was 
partially offset by another extraordinary 
transaction completed by the FCB of 
Omaha, which resulted in an increase in 
capital stock and a reduction in surplus. 
The bank issued a stock dividend to its 
two districtwide associations, which 
effectively transferred more than $110 
million from the bank's surplus account 
to capital stock. The bank's total capital 
position was not affected. 



Associations With Direct Lending 
Authority 
Structural changes continued at the retail 
level, as eight direct lending institutions 
merged, and five new direct lending 
associations (DLAs) were formed. On 
Dec. 31, 1992, 166 FCS associations had 
direct lending authority. Seventy were 
PCAs, 69 were ACAs, and 27 were 
FLCAs. 

Gross loans of DLAs totaled $25 billion 
as of Dec. 31, 1992, an increase of 5.2 
percent from a year earlier. Gross loans 
in PCAs decreased $569 million, while 
they increased by $1.1 billion in ACAs, 
and increased by $699 million in FLCAs. 
The increases reflect the formation of 
ACAs throughout the FCS and additional 
down-loading of loan assets from the 
FCBs to the FLCAs and ACAs. Combined 
total assets of DLAs increased by $1.1 
billion, or approximately 4.1 percent to 
$26.6 billion during 1992. 

Total net worth of DLAs increased by 
12.5 percent during 1992 to $4.3 billion. 
This represented 16.2 percent of total 
assets at Dec. 31, 1992. Earned net worth 
increased by 19.7 percent during the year 
and represented 65.4 percent of total net 
worth at Dec. 31, 1992, up from 61.5 
percent a year earlier. 

Combined DLA net income increased by 
57.7 percent in 1992 from the 1991 
earnings level. Net interest income, that 
income received on accrual loans that 
exceeds interest expense on the debt 
owed to FCBs supporting those loans, 
increased 24 percent. Total DLA net 
interest income increased $149.3 million, 
from $622 million in 1991 to $771.3 
million in 1992. PCAs accounted for $73 .9 
million of this increase. Other income 

increased by 31.4 percent to 5303.9 in 
1992 from $231.2 in 1991. 

Total nonperforming loans decreased $72 
million or 3.2 percent during 1992, with 
nonaccrual loans decreasing $25.6 million 
or 3.7 percent. Other high risk loans 
increased 6.9 percent. On balance, the 
combined DLA nonperforming loan 
portfolio showed continued 
improvement. 

Some of this improvement in loan 
performance is attributable to restructur­
ing activities. Specifically, FLBAs restruc­
turing to become direct lending FLCAs 
typically transfer only accruing loans 
from the FCB. The effect is to dilute 
percentages of nonperforming loans at the 
association and to increase such percent­
ages in the bank portfolio. 

With the improvement in the loan 
portfolio, provision for loss expenses 
decreased 21.1 percent, from $49.7 million 
in 1992 to $39.2 million. N et chargeoffs 
for DLAs decreased from $19.8 million to 
$7.3 million . The decrease occurred in 
ACAs, \,vhile PCAs and FLCAs showed 
increases. 
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40 Federal Land Bank Associations 
Federal Land Bank Associations are not 
direct lenders, but serve as lending 
agents for the Farm Credit Banks. Most 
of their revenue comes from loan servic­
ing fees paid by the FCBs, and only a 
portion of FLBAs share in loan loss 
expenses. 

On Dec. 31, 1992, there were 77 active 
FLBAs, compared with 86 a year before. 
Five of the original 12 Farm Credit 
Districts continue to have FLBAs. 

Combined net income for FLBAs in­
creased from $17.8 million in 1991 to 
$129.2 million in 1992. This is the highest 
level of earnings since 1988. As a result 
of improved earnings in 1992, cash and 
investments in securities increased $50.5 
million. 

The total increase of $111.4 million in net 
earnings of the FLBAs was the result of 
several developments. The most impor­
tant factors were a reduction in salaries 
and employee benefits of $13.6 million, 
an increase in loan fees and compensa­
tion income of $16 million, and an 
increase in patronage and dividend 
income of $64.2 million. 

Total assets increased from $705 million 
in 1991 to $749 million in 1992. Total net 
worth increased from $632.8 million or 
89 .8 percent of total assets in 1991 to 
$693.5 million or 92.6 percent of total 
assets in 1992. Earned net worth in­
creased to 45 percent of total assets in 
1992 from 30.3 percent in 1991. 

Banks for Cooperatives 
Performance of the National Bank for 
Cooperatives dominates the financial 

results of the three Banks for Coopera­
tives because its assets are approximately 
87 percent of the combined BC assets. 

Total assets of the BCs increased $95.2 
million to $14.6 billion in 1992 from $14.5 
billion in 1991. During the year, gross 
loans increased $408 million, while total 
cash and marketable investments fell 
$274 million. Portfolio quality improved 
significantly as nonaccrual loans declined 
by 57.7 percent during 1992 to $48.1 
million. The improvement in the level of 
nonaccrual loans was predominantly a 
result of improvement at the National 
Bank for Cooperatives, where non­
accruals declined by 61.6 percent. This 
measure is volatile from year to year 
because of the large size of individual 
loans in the portfolio. 

Net income for 1992 was $160.7 million, 
up 34 percent from 1991 levels. Annual 
return on average assets increased to 1.09 
percent in 1992 from 0.86 percent a year 
earlier. Return on equity, which measures 
the return on a stockholder's investment 
in the BCs, increased to 14.22 percent in 
1992 from 11.16 percent in 1991. 

Net interest income totaling $320.9 
million represented an increase of 24.6 
percent over 1991. The improved net 
interest income was largely a result of an 
increase in the average spread charged 
on loans. Average interest spreads on 
accrual loans increased from 154 basis 
points in 1991 to 206 basis points during 
1992. 

Operating efficiency was relatively stable 
during 1992. Operating expenses as a 
percentage of average earning assets 
increased slightly from 0.48 percent 
during 1991 to 0.49 percent during 1992. 



Financial Assistance 
The Farm Credit System Assistance 
Board and the Farm Credit System 
Financial Assistance Corporation (FAC) 
were created by the Agricultural Credit 
Act of 1987 to carry out a program to 
provide assistance to financially troubled 
FCS institutions. Under this program, the 
assis tance board had responsibility for 
adm inistering assistance to FCS institu­
tions determined eligible for assistance. 
As of Dec. 31, 1992, all authorities of the 
assistance board expired in accordance 
with provisions of the 1987 Act, and its 
charter was terminated at that time. 

Provisions in the 1987 Act author ized the 
FAC upon direction of the assistance 
board, to issue up to $4 bi llion in U.s. 
Government-guaranteed 15-year bonds to 
fund financial assistance to FCS institu­
tions experiencing severe financia l stress. 
Under these provisions, the FAC's 
authority to issue such bonds expired as 
of Sept. 30,1992. As of Dec. 31, 1992, 
debt securities issued by the FAC totaled 
$1.261 bill ion. No new debt securities 
were issued by the FAC after 1990, and 
all deb t issuances mature by the 
year 2005. 

The $1.261 billion FAC debt securities 
were issued to (1) purchase preferred 
stock from certain FCS banks, (2) pay the 
banks' third quarter 1986 Capital Preser­
vation Agreement accruals, (3) retire 
eligible borrower stock of certain liqui­
dating FCS institutions, and (4) pay FAC 
debt issuance costs and operating ex­
penses of the assis tance board and 
the FAC 

A total of $419 million was used to assis t 
four FCBs via the purchases of preferred 
stock by the FAC The FCB of Louisville 

received $90 million, the FCB of Omaha 
received $107 million, the FCB of St. Paul 
received $133.4 million, and the FCB of 
Spokane received $86.6 million. The 
assistance was needed primarily to 
facilitate the restructuring of a portion of 
the banks ' high-cost debt and s trengthen 
their capital. 

Also, a total of $388 million of preferred 
stock was purchased from the Federal 
Land Bank of Jackson in Receivership. 
The proceeds were used to retire eligib le 
borrower stock and fund maturing debt 
ob ligations. 

Another $417 million was used to fund 
the FCS banks' third quarter 1986 Capita l 
Preservation Agreemen t accruals, and $1 6 
million was used to redeem eligible 
borrower-owned stock in liquidating 
institutions. The remaining $21 million 
was used to fund debt issuance costs and 
various operating expenses of the FAC 
and the ass istance board. 

Repayment of FAC Debt 
The 1987 Act provided various require­
ments for repayment of the principal and 
interest of the securities issued by the 
FAC The four assisted FCBs are ob li­
gated to rep a y the $419 million of princi­
pal on debt issued to fund the assistance 
they received. All FCS banks are required 
to repay the $417 million of principal on 
debt issued to fund the Capital Preserva­
tion Agreement accruals. All FCS ins titu­
tions are required to repay the principal 
on the remaining $37 million of debt 
issued . 
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42 Interest related to the principal on 
Capital Preservation Agreement accruals 
is required to be repaid by the FCS 
banks as it comes due. Excluding interest 
on the debt obligations for Capital 
Preservation Agreement accruals, repay­
ment of interest on FAC debt is the 
responsibility of all FCS institutions. 
Additional provisions provide that the 
Department of the Treasury \-vill pay all 
of the interest on all outstanding FAC 
debt for the first 5 years and pay half of 
the interest for the next 5 years. Interest 
for the last 5 years must be paid by all 
FCS institutions 

Early Retirement of Preferred 
Stock 
During 1992, the FCA was notified by 
two FCS banks, the FCB of Omaha and 
AgriBank, FCB, of their intent to provide 
for the retirement of the preferred stock 
issued to the FAC. This preferred stock 
represented $107 million and $133.4 
million of direct financial assistance to 
the FCB of Omaha and AgriBank, FCB, 
respectively. 

To accomplish the retirement, both banks 
proposed buying securities having 
sufficient value at maturity to repay the 
FAC debt issued to fund the preferred 
stock assistance. The securities were to be 
held in a trust for the holders of F AC 
debt securities. The retirement of the 
preferred stock (and the resulting effec­
tive redemption of FAC debt issued to 
provide the assistance) was perceived by 
the boards of directors and management 
of both banks as improving their public 
image with borrowers. 

Although FCA approval of the retire­
ment was not required, under the provi­
sions of the 1987 Act, the FCA was 
responsible for determining, in consulta­
tion with the Secretary of the Treasury, 
whether the redemption of the preferred 
stock would endanger the viability or 
competitiveness of either bank. Based on 
an analysis of both banks' financial 
condition and other information, the FCA 
Board, in consultation with the Secretary 
of the Treasury, determined that the FCB 
of Omaha and AgriBank, FCB, had 
satisfactorily met all statutory require­
ments to retire the preferred stock issued 
to the FAC. Each bank subsequently 
retired the preferred stock issued to the 
FAC which discharged its responsibility 
to provide funds for the retirement of 
$240 million of FAC debt securities 
issued to provide the banks with finan­
cial assistance. 



Funding the Farm Credit System 

The Farm Credit Banks, the Banks for 
Cooperatives, and the Federal Intermedi­
ate Credit Bank of Jackson obtain the 
majority of their loan funds through the 
sale of debt securities, chiefly Federal 
Farm Credit Banks Consolidated 
Systemwide Bonds and Federal Farm 
Credit Banks Consolidated Systemwide 
Discount Notes. In recent years, they 
have also used specialized funding 
activities, including a medium-term note 
program, hedging, swaps, and other 
financing mechanisms. 

Funding activities are handled by the 
Federal Farm Credit Banks Funding 
Corporation, through a selling group of 
approximately 90 investment dealers and 
dealer banks who offer the securities. 

The debt securities are not obligations of, 
nor are they guaranteed by, the United 
States or any agency or instrumentality 
thereof, other than the banks. The debt 
securities are the joint and several obliga­
tions of the FCBs, the BCs, and the FICB 
of JJckson and are backed by their 
combined resources. 

Funding Costs Lower in 1992 
It was clear by the end of 1992 that FCS 
institutions reaped significant advantages 
from declining interest rates, as had their 
commercial banking and thrift 
counterparts. 

Four funding developments interacted to 
dominate the financial environment of 
FCS institutions: an overall decline in 
interest rates; a steep yield curve between 
long and short interest rates; a program 
of funding which relied more on shorter 
maturities; and lack of downward pres­
sure from competitors on rates charged 
on loans. 

A big boost to FCS profits occurred as 
the cost of funding gradually but persis­
tently declined in response to monetary 
policy during the past 3 years and 
usually at a rate much faster than drops 
in rates paid by borrowers. This was 
possible because competitive lenders also 
needed to generate earnings in order to 
strengthen their capital positions, creating 
an environment of restraint in the pace of 
lowering borrower interest rates. 

On average, the price the FCS paid for 
3-month debt dropped from 7.91 percent 
in 1990 to 3.61 percent in 1992, while the 
yearly average spread over Treasury 
issues of the same maturity fell from 19 
to 7.6 basis points. The narrow spread over 
Treasury issues reflected strong confidence 
of financial markets in the FCS issues as 
well as weak overall demand for borrowed 
funds in the economy. 

In addition, the large differences between 
rates on short and long maturity funding 
made it possible to earn additional 
spreads by funding loans with short­
maturity security issues. Over the 1990-92 
period, the FCS shortened the maturity of 
its debt by substituting 3-month issues 
for longer term debt and reduced its total 
outstanding bond debt in 3-month, 
6-month, and I-year maturities by more 
than $4.6 billion by the end of December 
1992. Some of the Systemwide bonds and 
medium-term notes were replaced with 
discount notes of even shorter maturity. 

Higher cost debt issued in the mid-1980's 
has increasingly been retired and re­
placed with debt of much lower yields. 
The combination of financing new debt at 
a lower rate and rolling over old debt at 
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 Amounts and Spreads 011 Bonds Issued in 1992 

(DO//ll r; III lVI i ll io ll ; ) 

Spread inRate in Maturing New MoneyYear BasisPercent Issues (Paydown)
Points 

Three-Month Debt Issues of the Farm Credit System 
1990 Average 7.913 19.0 $14,725 $14,510 $ 215 
1991 Average 5.639 12.0 $13,435 $13,385 $ 50 
1992 Average 3.613 7.6 $16,150 $15,255 $ 900 

Six-Month Debt Issues of the Farm Credit System 
1990 Average 7.973 13.0 $13,220 $13,261 $ (41 ) 
1991 Average 5.742 7.7 $ 9,180 $11,235 $(2,055) 
1992 Average 3.732 4.6 $ 8,749 $ 8,154 $ 595 

One-Year Debt Issues of the Farm Credit System 
1990 Average 8.058 5.1 $ 6,530 
1991 Average 5.975 10.3 $ 6,327 
1992 Average 3.952 5.3 $ 5,024 

$ 7,849 $(1 ,319) 
$ 6,997 $ (670) 
$ 7,312 $(2,288) 

./Vole: TC"/11 del" rl11d di sco unl nole5 Issued dumrg Ihe period December /989-92 lire 1101 reflrelcd i ll /ill, r" ble bil l "'ere i.III'Mlnlll 
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the current lower yields allowed the FCS 
to benefit significantly. Both the greater 
spreads of earning assets over the cost of 
funds and the reduced average cost of 
funding caused overall interest expense 
to decline. Average cost of FCS debt 
declined from 8.36 percent in 1990 to 6.59 
percent in 1991 and to 4.93 percent in 
1992. The FCS's increasing reliance on 
short-term debt responded to a monetary 
policy focused on short-term interest 
rates. Yields at the short end of the yield 

curve declined through 1992 by several 
hundred basis points, making short 
issues increasingly attractive. And while 
they work to the benefit of the FCS 
during periods of declining rates, they 
have the opposite effect when rates begin 
to rise. 



Young, Beginning, and Sn1all Farmers 

Associations in the Farm Credit System 
are required by law to provide programs 
that target service to young, beginning, 
and small farmers. Programs may include 
assistance in making use of existing 
credit programs, Farmers Home Adminis­
tration (FmHA) guarantee and interest 
rate buydown programs, linked deposit 
programs available in at least four states, 
scholarships, young farmer recognition 
programs, other public relations efforts 
aimed at young farmers, support for 4-H 
Clubs and Future Farmers of America, 
educational projects, and young farmer 
advisory committees. Some districts also 
offer specifically tailored insurance 
programs. Each district provides the FCA 
an annual report on activities supporting 
these groups. 

Data on the extent of the use of lending 
programs by these groups are also 
reported. The FCA obtains summaries by 
type of association-mortgage lending 
(FLBA and FLCA), operating and inter­
mediate lending (PCA), or both (ACA) 
Data are cross-classified into five groups: 
(1) all borrowers, (2) young borrowers 
(under 35 years), (3) beginning borrowers 
(less than 6 years' experience), (4) small 
borrowers (farming assets less than 
$100,000), and (5) borrowers meeting two 
or more of the criteria to be included. 

The most restrictive definition concerns 
loans to borrowers who met two or more 
of the three criteria for young, beginning, 
and small borrowers. Some 3.9 percent of 
the total number of loans outst(lnding by 
all three classes of associations were held 
by this group of borrowers at the end of 
1992. These loans represented 23,940 of 
the 609,030 loans outstanding to (Ill 

farmers and ranchers. In 1991, 23,012 
loans were outstanding to this group. 

These loans totaled $910.7 million, or 2.3 
percent of the $40.3 billion in loans 
outstanding of the associations, and $507 
million or 3.5 percent of the $14.4 billion 
in gross new lending in 1992. Included 
are just over 5 percent of gross new 
lending of ACAs, 2.1 percent of gross 
new mortgage lending by FLBAs and 
FLCAs, and 1.7 percent of gross operat­
ing lending by P As. Comparable 
volumes for 1991 were $807.6 million 
outstanding and $532.7 million in new 
loans. 

Less restrictive by definition are borrow­
ers who meet only one of the stan­
dards-young, beginning, or small-as 
reflected by the middle three columns of 
table 13. Considering age only, some 
31,735 young borrowers had nearly $1.9 
billion in loans outstanding after receiv­
ing $977 million in gross new loans 
during 1992 and making payments on 
earlier loans. Considering experience 
only, some 13,926 beginning farmers h(ld 
$1.45 billion outstanding at yearend after 
receiving $723 milLion in gross loans 
during the year. By size only, 68,296 
sm(lll farmers had $2.1 billion outstand­
ing at yearend, after receiving $457 
million in loans during the year . um­
bers of IO(lns to small farmers increased 
over 19l)1, while numbers decreased for 
young rt nd beginning farmers. Amounts 
outstanding increased slightly for all 
three groups, while the amount of new 
money loaned decreased slightly. 
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 Finally, an unknown number of individu­

als who are young, beginning, and / or 
small are not counted because they are in 
a borrowing partnership or farm corpora­
tion whose principal borrower does not 
meet these criteria, Parent-child joint 
operations are a significant factor in 
farming entry, but are not identifiable In 

available data, 
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Financial Tables 
The financial tables that follow have been 
developed by the FCA from Ca ll Report 
da ta submitted by each FCS institution. 
The Call Report information submitted is 
rou tinely reviewed for accuracy. 
Although the FCA performs periodic 
examinations of each FCS ins titution, 
there is no assurance that the exam ina­
tions were conducted at the date of the 
financial reports. While the FCA believes 
the Call Report data to be reliab le, the 
financial data submitted by each FCS 
ins titution and contained in the Call 
Reports have not been audi ted by the 
FCA, nor does the FCA express an 
opinion on their content. 

In addition, because of the significa nt 
intercorporate relationships that exis t 
between and among FCS institutions, it is 
not po sible to add financial data for 
each group of like entities presented in 
this repor t and ob tain da ta for the 
combined FCS. Before such Systemwide 
data could be developed, significant 
intercorporate eliminations and combina­
tions of financial da ta of selected service 
organiza tions that are not included as a 
part of this report would be requ ired. 
Accordingl y, caution should be exercised 
in performing fur ther analyses of or in 
attempting to draw additional conclu­
sions from the financial data presented in 
these tables. This report is prepared and 
presented for informational purposes 
only. 
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Table 1 

Farm Credit Banks Combined Statement of Financial Condition 
(Dollar; ill MilllOl7s) 

As of December 31, 1992 1991 1990 1989 1988 

Assets 
Loans $38,279.2 $38,626.4) $39,824.3) $40,463.9 $42,210.1 
Less: Allowance for Losses 722.8 746.0 902.1 987.2 1,254.0 

Net Loans 37,556.3 37,880.3) 38,922.21 39,476.7 40,956.1 
Cash and Investments in Securities 6,695.5 6,389.0' 7,318.6 8,057.2 5,736.4 
Net Acquired Property 246.1 316.5 281.4 385.5 578.3 
Other Assets-Net 553.8 680.6' 709.2 596.5 572.9 

Total Assets 45,051.7 45,266.4 1 47,231.3 48,515.9 47,843.7 

Liabilities 
Consolidated Systemwide 
and Other Bonds 30,496.9 30,768.31 32,872.7' 34,936.2 34,110.8 

Consolidated Systemwide Notes 9,469.2 9,220.2' 8,197.3 7,209.3 6,495.3 
Other Liabilities 1,214.2 1,399.81 1,958.1 2,663.7 3,261.9 

Total Liabilities 41,180.3 41,388.21 43,028.0 44,809.2 43,868.0 

Net Worth 
Capital 

Capital Stock and Participation 
Certificates- Protected 1.3 3.9' 5.6 9.6 22.9 

Capital Stock and Participation 
Certifica tes-Unprotected 1,594.8 1,858.5 2,687.3 2,818.7 3,595 .1 

Preferred Stock-FAC 566.7 807.3 807.3 370.6 375.6 
Other Capital 104.1 (1}5.0)' (346.2) (278.2)' (585.1) 

Total Capital 2,266.9 2,554.61 3,154.0 2,920.8 3,408.5 

Earned et Worth 1,604. 1,323.6' 1,049.3 785.9 567.3 ' 

Total Net Worth 3,871.4 3,878.2' 4,203.3 3,706.6' 3,975.7 

Total Liabilities and Net Worth $45,051.7 $45,266.4' $47,231.3 $48,515.9 $47,843.7 
Not,.: Totals 1170'1 110t add dlle to rOlll7dil7g. 
IR n. )/o::.(;'d. 
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Table 2 

Farm Credit Bauks Combined Statemellt of Income tllld Expcuse 
(O" I/ar, ill Mill i~l/;J 49

or the Year Ended December 31 , 1992 1991 1990 1989 1988 

Interest Income 
Loans $2,814.1 $3,406.1' $3,823.1 $4,116.8 $4,088.3 
In vestments and Other 246.8 405.9 610.6 579.9 443.8' 

Total Interest Income 3,060.9 3,812.01 4,433.7 4,696.7 4,532.0 

Interest Expense 
Consolidated Bonds 1,869.7 2,445.3 ' 3, 109.3 3,386.6 3,435.8 
:\Iotes and Other 365.8 5(,4,4 ' 608.9 715.2 683,4 

Total Interest Expense 2,235.5 3,009.8 3,718.3' 4,101.8 4,119.2 

Net Interest Income (Loss) 8254 802.21 715.5 594.9 412 8 
Less: Provision for Loan Losses (92) 027.3) (58,4)' (141.1) (651,4) 
Net Interest Income (Loss) After 

Provision for Loan Losses 834.6 929.6' 773.8 736.0 1,064.2 
Other Income 77.7 69.1 467 128.0 559.7 
Operating Expenses 
Salaries and Employee Benefits 1321 122.6 ' 1231 140.6 1379 
Occupancy and Equipmen t 

Expenses 32.7 35.2 37.2 37.5 34.6 
Other Operating Expenses 2987 389.8 283.8 287.0 284.2 

Total Operating Expenses 463.5 547.6' 444.1 465.1 456.7 

Other Expe nses 102.1 72,4 101.3 1 56.1 448 1 

Ex traordinarv Items 0.7) 0.0 (09) 173.3 (3730) 

Net Income (Los) S 3C] $ 378.7 ' $ 264.3 $ 516.1 S 749.5 

N (lk . ruta /::; mny JlO! add dil l' hI H 1/f llrl illS 

l R:"L'i ,-: /'d. 

http:3,812.01


50 Table 3 

Farm Credit Bal1ks Combined Trends in Selected Financial Measures 
10 01/01 , III Mil/iell l<) 

As of December 31 , 1992 1991 1990 1989 1988 

Loa n Performance 
Performing $34,354.1 $32,478.9' $32,034.7 $32,719.7 $32,178.1 
Formally Restructured 687.1 1,03111 1,693.3 2,096.7 1,960.0 
Other Restru ctured or 

Reduced Rate 3.6 3.4 45.3 28.5 16.5 
Other High Risk 1,970.5 3,429.6 1 4,053.3 3,469.7 5,093.6 
l\onaccrual 1,275.5 1.700.21 2,014.3 2,164.9 3,001.4 

Net hargeoffs on Loans $ 13.8 $ 28.7 $ 26.8 125.7 $ 281.1 

Selected Ra bos 
R£'turn on Assets 0. 77% 0.83%' 0.56 % 1.10% 1 54% 
Re~urn on Equity 8.81 % 9.660/, I 6.71 % 13.41 % 19.39% 
Net Interest Margin 196% 1.88%' 1.63% 1.37% 0.94% 
Capital as a Percentage 

of Assets 8.59% 8.57%1 8.90 % 764% 8.31% 
Debt-to-Capital Ratio (:1) 10.64 10.67 ' 10.24 12.09 11.03 

IR t'IIJ':!'rf , 



Table 4 

Ballks for Cooperatives Combined Statement of Financial COlldition 
(von,,., III MrJlwlI,1 51
A of December 31, 1992 1991 1990 1989 1988 

Assets 
Loans $12,029.1 $11 ,621.5 $1 1,301.9 $10,676.4 $10,195.8 
Less: Allowance for Losses 157.4 147.5 ]512 128.3 128.5 
Net Loans 11,871.8 11,4740 11 ,150.7 10,548.1 10,067.3 
ash and Investments in Securities 2,557.9 2,832.1 3,114.7 3, 923 2,936.6 

Net Acquired Property 1.1 1.2 16 1.5 6.9 
Other Assets- Net 148.7 177.0 192.5 203.9 164.1 

Total Assets 14,579.5 14,484.3 14,459.6 13,945.8 13,174.9 

Liabilities 
Consolidated Systemwide and 
Other Bonds 7,317.8 6,270.4 6,413.4 4,564.0 5,501.1 

Consolidated Systemwide Notes 5,986.3 7,029.1 6,903.7 7,989.5 6,122.3 
Other Liabilities 209.7 200.0 2091 446.2 5431 

Total Liabilities 13,513.9 13,499.5 13,526.2 12,999.7 12,166.5 

'et Worth 
Capital 
Capital Stock and Participation 

Certifica tes- Protected 112.5 27')2 404.3 537.2 730.2 
Capital Stock and Participation 

Certi fica tes-Unprotected 672.6 496.3 356.8 244.5 96.1 
Preferred Stock- FAC 0.0 0.0 0.0 0.0 0.0 
Other Capital 0.0 0.0 0.0 0.0 0.0 

Total Capital 785.2 775.5 761.1 78] .8 826.3 

l:arned Net Worth 280.4 209.3 172.2 1643 182.0 

Total Net Worth 1,065.6 984.8 933.3 946.1 1,008.3 

Total Liabilities and I et Worth $14,579.5 514,484.3 $]4,459.6 $13,945.8 $13,174.9 

\ '"tl': Tot"l,;; mlly m"!l add d,ll ' 1(.1 rOlli/ding 



52 Table 5 

Banks for Cooperatives Combined Statement of Income mId Expense 
(Dollars in Millions) 

for the Year Ended December 31, 1992 1991 1990 1989 1988 

Interes t Income 
Loans $745.0 $ 875.5 $1,021 .5 $1,009.3 $ 853.9 
Investments and Other 1661 198.8 240.4 265.9 206.0 

Total Interest Income 911.1 1,074.2 1,261.9 1,275.3 1,059.9 

Interest Expense 
Consolida ted Bonds 328.5 409.5 475.5 491.8 4121 
Notes and Other 261.8 407.1 5927 608.8 486.8' 

Total Interest Expense 590.2 816.6 1,068.2 1,100.6 898.8 

Net Interest Income (Loss) 320.9 257.6 193.7 174.7 161.0 ' 
Less: Provision for Loan Losses 24.5 24A 27.9 (8.6) 11.0 
Net Interest Income (Loss) After 

Provision for Loan Losses 296.3 2333 165.8 183.3 1500 
Other Income 32.9 8.7 9.0 12.9 12.2 
Operating Expenses 
Scdaries and Employee Benefits 40.1 35.0 313 27.0 28.1 
Occupancy and Equipment Expenses 7.7 7.8 7A 5.7 6.5 
Other Operating Expenses 22A 22.1 24.3 22.8 21.5 

Total Operating Expenses 70.3 64.9 63.0 55.5 56.1 

Other Expenses B7.5 57.7 40.0 34A 20 A 

Extraordinary Items (10.7) 0.6 0.0 0.0 0.0 


Net Income (Los) $160.7 S 119.9 $ 71.8 S 106.3 $ 85.8 

N (lf,': Tofa/~ //lay 1101 add rille /0 rOllI/ ding. 
I Rt , ~ ,j -:: {'d 



Table 6 

Banks for Cooperatives Combined Trends ill Select-ed Fillallcial Measures 
(Dl,flllrs /1/ M Il/Ill", 1 53
As of December 31, 1992 1991 1990 1989 1988 

Loan Performance 
Performing $11,7081 $11,157.0 $10,836.3 $1 0,406.2 $10,307.1 
Formally Res tructured 10.1 11.8 92.6 85.8 761 
Other Res tructured or 

Red Llced Ra te 00 0.0 0.5 0.0 2 8 
Other Hi g h Risk 262.3 340.2 273.6 171.7 36.4 
N onaccrual 48.1 113.5 100.5 12.5 14.61 

et hargeo ffs on Loans $ 14.6 $ 28. 1 s; ~ .O $ (84) S 22.9 

Selected Ratios 
Return on Assets 
Return on Equity 
Net Interest Margin 
Capital as a Percentage 

of Assets 

1.09o/c 
14.229( 
2239, 

7.31'7c 

0.86'1r 
1l .16'lr 

1.921, 

6.80 ," 

0.51 % 
614% 
1.41 % 

6.45% 

0.80 '7c 
10.029c 

1.34 o/c 

6.78 % 

0.67% 
6.24% 
1.22% 

7.65% 
Debt-to-Capital Ratio (:1) 12.68 13.71 1449 13.74 12.07 

JRC Pj"(41 . 



54 
Table 7 

Direct Lenders Combined Statement of Fi/lm-tcial Condition) 
(D ol inI' ; III Mili ioPl.<) 

As of December 31, 19922 19912 1990' 19891 1988 

Assets 
Loans $25,045.0 $23,816.83 $17,692 .9 $1 5,475.63 $ 9,459.9 
Less: Allowance for Losses 566.0 553.43 388.33 376. 0 416.2 
Net Loans 24p9.0 23,263.43 17,304.63 15,09963 9,043.8 

Cash and Investments in Securities 71.3 82.5' 72. 1 70.5 49.4 
Net Acquired Property 70.6 93. 7 63.6 75.7 83.4 
Other Assets­ . et 1,959.9 2,086.01 1,867.93 1,895.93 1,962.6 

Total Assets 26,580.7 25,525.63 19,308.23 17,141.73 11,139.3 

Liabilities 
Consolidated Systemwide 
and Other Bonds 0.0 0.0 0.0 0.0 0.0 

Consolidated Systemwide Notes 0.0 0.0 0.0 0.0 0.0 
Other Liabil iti 22.281.3 21,705.03 16,459.4) 14.494.03 8,949.9 

Total Liabilities 22,281.3 21,705.03 16,459.43 14,494.03 8,949.9 

Net Worth 
Capital 
Capital Stock and Participation 
Certifica tes-Protec ted 1462 193.6 125.4 173.0 6598 

Capital Stock and Participation 
Certifica tes-Unprotected 1,235.6 1,169.23 763.73 641.2.1 167.8 

Preferred Stock-FAC 0.0 0.0 0.0 0.0 0.0 
Other Capital 104.5 10863 1230 121.3 0.8 

Total Capital 1,486.3 1,471.43 1,012.03 935.43 828.4 

Earned Net Worth 2)113.2 2,349.23 1,83671 1,712.23 1,361.0 

Total Net Worth 4,299.4 3,820.63 2,848.83 2,647.73 2,189.4 

Total Liabilities and Net Worth $26,580.7 $25,525.63 $19,308.2' $17,]41.73 $11,139.3 

N lJ le: r ll/al, ilia" 1/01 add aliI' 10 rOIl l/dlllg . 

' IlIrlII, i<', Proa llcl lO ll Crt'ai l Associa lioll s (PCAs). Agricultllral Crcali A » ocia lw I/s (;\ CA,). and Fear'ml I mId Crrdll A< .. " III I I1J>I­


(FLC/Is) 

' 1992 . )991 . 199U. "".I 1989 Il~ lIn's arc nol (o"'parable 10 previoll , yenrs .I"" 10 111friler.< orFed,'ra l Lm ld Balik' A"Ml, I/"'"S (FL.BA , I 

alltl Pl'Ini liCl ion Credil Assot" ia l ivn5 (PCAs) il110 Agricllilural l lrdil A -,oci" , ioll, IACAs) and crealioll of r,.'/cr"l Lolld e r,.,I,1 

:1.socini lOll> (FLeAs) alld downloading of far m real e>lafe lonns fro", F"r", C"" dil BaJlk·.- (FClls). 


Re1. 'ISt'd , 

http:17,]41.73
http:25,525.63
http:2,647.73
http:2,848.83
http:3,820.63
http:1,712.23
http:2,349.23
http:1,012.03
http:1,471.43
http:14,494.03
http:16,459.43
http:21,705.03
http:14.494.03
http:21,705.03
http:17,141.73
http:19,308.23
http:25,525.63


Table 8 

Direct Lenders Combined Statement of Income and Expeuse1 

(OLlllm..... m m joll,..; J 55
For the Year Ended December 31, 1992' 1991' 1990' 1989' 1988 

Interest Income 
Loans $2,098.0 $2,110.5 $1,743.1 $1 ,557.8' $931.5 
Investments and Other 4.4 8.2 9.9 17.8 2.6 

Total Interest Income 2,102.4 2,118.63 1,753.0 1,575.6' 934.1 

Interest Expense 
Consolidated Bonds 0.0 0.0 0.0 0.0 0.0 
Notes and Other 1,331.2 1,496.6 ' 1,326.6 J,248.3 738.1 

Total Interest Expense 1,331.2 1,496.6' 1,326.6 1,248.3 738.1 

Net Interest Income (Loss) 771.3 622.00 426.4 327.2' 196 0 
Less: Provision for Loa n Losses 39.2 49.7" 109 (647) (1480) 
Net Interest Income (Loss) After 
Provision for Loan Losses 732. J 572.3' 415 .5 391.9' 3440 

Other Income 303.9 231.2' 101.4 101 .5 167.0 
Opera ting Expenses 
Salaries and Employee Benefits 290.3 260 6 1941 185.2 144.4 
Occupancy and Equipment 

Expenses 350 32.2 25.6 24.6 21 .0 
Other Operating Expenses 153.0 144.6' 103.4 90.1 59.8 

Total Operating Expenses 478.3 437.5' 323.1 299.9 225.2 

Other xpenses 129.9 <)7.9 ' 72.4' 83.6 61.0 

Extraordinary It ms 49 6.2' 5.4 13.7 20.2 


et Income CLoss) S 432.7 S 274.4' $ 126.83 $ 123.'P 5245.1 

Notc T tl/fi l... may 1101 add d, ll' lu rWl nr/ jng . 


' /llr/li d,-; Prot/lld ,,"' Cwl,t A« (lr lfl l,,",> IPCA,). Agn,"lt ll ml Cr,-.Ii l ' \'; "tl~ in /ioll .... (;'CA5J. and Federal U7I1 rl C r t'4 i ,1 A .... 5()(1fl !IfJl I ~ 


(FLCA, ). 

,' 1992.1991,1990. mId JL/8q fi,-=lI ut $ drt' Hot (ornpnrn /t/e If) j111 ·{ limI5 tlca r.. dut' tl ~ m . T~O"'" (If r edt'rn/ LlIJld Bnl1k A ..,,.fiaIJdHS (FLBA s) 

and PrcHfJld 'olJ en-, Ii l A~stl(ia;ioP1.;; (PCA5 1 ill/(1 .'l~ri(ll l'fm_1 1 Credit· A::- ";O l !l l ltr ll h (ALA .. ) fwd (j ..-rll l<lIt df f- l.'dt'l'l1 / Llllii Crt'd,f 

A:- :-.oull f im'~ (FLCA~) 11IId do;,~" r /o. (dlJl.\; tJ/ /iU'Hr I"('a ' t."-tnl,' /tIn" ... {rllPH Farm Cr,'drl l3(mJ...~ <FeB!» . 

' RL'I'}~fd. 


http:2,118.63


56 Table 9 

Direct Lenders Combined Tre11ds in Selected Financial Measllres1 

10 01/" .-" ill MliIIOIIS) 

As of December 31, 1QQz2 ]9912 19902 19892 1988 

Loan Performance 
Performing $22,870.6 $21,570.9 $15,916.8 $13,803.7 $8,127.6 
Formally Restructured 230.4 357.5 415.4 439 .4 321.1 
Other Restructured or 

Red uced Ra te 3.5 5.4 3.7 10.9 20.1 
Other High Risk 1,282.0 1,199.43 779.8 709.Y 520.3 

onaccrual 658.5 684.1 J 577.4' 513.7' 485.1 

Nct Chargeoffs on oans $ 7.3 S 19.83 $ 9.Y $ 10.8 $ 4.8 

Selected Ratios 
Return on Assets N/A N/A N/A N/A 2.19% 
Return on Equity N/A N/A N/A N/A 11.49% 
Net Interest Margin N/A N/A N/A N/A 2.26% 
Ca pi ta I as a Percell tage 

of Assets 16.1 7% 14.97SV 14.75%' 15.45%3 19.65% 

Debt-to- apital Rati o (:1) 5.18 5.683 5.78 5.473 4.09 
' Illc/w l,:, Prod u,ii011 Cn'r/i! As,ociallOlI$. ASrlcu/tllral C.-edil A.'social iOIlS (ACA s). ann Federal wild Credi l A so"c lll li,,,,, ( tLCt \ ,) . 
'I q~c. 1991, 1990, alln 19 '9 fig II 1'6 nrc 1101 coillparable 10 prev ious yenr< dlle 10 lIlcrscrs of Ff!dcra l wild Balik A S.<OClll l /O l1 ' (FLBAs) 
flI llt Produc li'"1 Crf!di l 1\>;OClIl l iolls (PCAs) illi o Agriwltllml Credil Associal ions IACAs ) alld crcal,ol/ of Federa l Land Crenil 
/' 5S0t'i,l l iol1s (FLCAs) alld dowllloadi l1:'; or fa 1'111 renl e.' lale loalls frolll j '"nn Crf!nll Bal1k.' IFC85). 
~RCriSl>d. 

http:1,199.43


Table 10 

Federal Lmld Bank Associations Combined Statemellt of 
Financial Condition 57(Vullrlr> m M ill",,,,) 

As of December 31, 1992' 1991' 1990 ' 1989 1988 

Assets 
Loans2 N/ A / A ! / A N /A N/A 
Less: Allowance for Losses' N / A N/A /A N/ A N/ A 

Net Loans N/A l\/A N/ A f\; / A N / A 
Cash and Inves tments in Securities $275.2 $224.7 $ 241.9 $ 2110 $ 352.4 
Net Acquired Property 0.0 0.0 0.3 0.3 f\ /A 
Other Assets- Net 473.8 480.2 1,339.7 1,466. 2,185.6 

Total Assets 749.0 705.0 1,581.9 1,677.6 2,538.0 

Liabilities 
Consolidated Systemwide and 

Other Bonds 0.0 0.0 0.0 0.0 0.0 
ConsolIdflted Systemwide Notes 0.0 0.0 0.0 0.0 0.0 
O ther Liabiliti es2 55.5 72.1 ' 103.9 97.3 169.4 

Total Liabilities 55.5 72.1' 103.9 97.3 169.4 

Net Worth 
Capita l 
Capital Stock and Pflrticipfltion 

Certificfl tes-Protected 140.1 1t)Y 9 712.7 958.7 1,774.4 
Cflpital Stock and Participfltion 
Certifica tes- Unprotected 216.5 229.5 305.0 215.8 60.9 

Other Capital 0.0 00 0.0 ( 3.5) (107.5) 

Total Capital 356.6 419.4 1,017.6 1,141.0 1,727.8 

Earned Net Worth 3370 21 .4' 460.4 439.3 640.8 

Total Net Worth 693.5 632.8' 1,478.0 1,580.3 2,368.6 

otal Liabilities and Net Worth $749.0 $705.0 $1,581.9 $1,677.6 $2,538.0 

1992 , 1991, 7990. mui 1989 fJSff re:. arc Il nl rmllpa mMc 1.1 prI1'iolt" ytllr'; dll{, 1/1 mfrgn ~ i1 Ft'ricw! 1.171Jd Balik A .........-'tlll f ltm.;. (Fl jJA .. ' 
fwd Produclitm Cttl"! A~ ... o ia /iol1s ( peA .. ) min As rin ti lllraJ lrf'dlJ As..';OLU1 fi(lJ /~ (A Cit :.; , ami crea tion () r l' rleml Land ( n 'dil 
.. ',,; ... u.:ijl!ill l/ ~ (FLCA"5J mtd dO'LI'nlumJms t l( /Jnnt "t'al ('s iaIL' /t ){l tl :' {rom f m'lI r ( n'r..iJl Ba llks (I-L Jj~J , 

' TI'I" r LBA' ad a, n, ,'III, Ivr ti,e FeB, (tom " '''lf Fc"erll l L rnrl [Jilllks! 11/ 11,0' ICllrllJlX ,m''-'''5 . 1'"1 .10 1111/ 1111111 /,'all"' IlInll<d,'," . 
' FLB;\. .. JJI ':' ,'11It' die /rId., .rUlt'l' IwlHII/.1t for Ilt$-tt~ lJII FeB (fonl/crlll [ e.lonl '--mid Datlk) IOl ll/ s. BecaH':'/.! IL BA:, do I/O/ make /e'mr.;, II,.. 
FLiIA nl/oll'all«( i; ,,· Ir~ /II 1" " ,,< " illdll ded !II FLB,\ lialnllli,·, . . 
~R(,'ist!tf . 

http:IwlHII/.1t


58 Table 11 

Federal Land Bank Associations Combined Trends i11 Income and 
Expense 
W ailars il! Mill iolls) 

For the Year Ended December 31, 19921 19911 19901 19891 1988 

Interes t Income 
Loans $ 0.1 $ 0. 1 $ 0.6 $ 12 $ 07 
Inves tments and Other 1.6 2. 7 1 8 1.3 7. 1 

Total Interest Income 1.7 2.92 2.4 2.5 7.7 

Interest Expense 
ConsoJida ted Bonds N /A N /A N /A N/A N /A 
Notes and Other N /A N/ A N /A ' f A N /A 

Total Interest Expense N/A N/A N/A N/A N/A 
, e t In teres t Income (Loss) 1.7 2.8 2.4 2.5 7.7 
Less: Provision for Loan Losses 2.1 5.32 5.8 3.2 10.3 
N e t Interest Income (Loss) Afte r 

Provision fo r Loa n Losses (0.4) (2.5)2 (3.4) (0.7) (26) 
Other Income 208.0 125.1 234.5 277.4 $1,11 4.8 
Opera ting Expenses 
Salaries ilnd Employee Benefits 47.0 60.6 108.9 103.8 143.4 
Occupancy and Equ ipment Expenses 6.3 8.02 15.2 140 19 0 
O ther Opera ting Expenses 24.4 31.1 46.0 35.8 45.8 

Total Operating Expenses 77.7 99.6 170.0 153.6 208.2 

Other Expenses 0.0 5.2 60 0.2 10.0 

Extraordinary Items (0.6) 0.0 0.0 (21.1 ) 55.6 


et Income (loss) $129.2 $ 17.8: $ 55.0 $101.9 $ 949.6 

Nvl e: T (}tn /s lI1ay no l arid ri Lle to nJ ll lldill8' 

' j QQ2. 19" J . 1990. "I!d 1989 !iSIl1 ':., are 1101 collipambk 10 previoll s years dlle 10 l/1ers ers of f-,yl,' ral ulI1d Balik /\ 5;0,- ial lOlIs IFLBAs) 

al ld Prodli d JO I1 Credi l A ssor ia l iOlb (PCAs) illia Agriwlili ral Credi l A " o(il1 l iol1 .< I A CAs) alld crea lioll of Fe, leml Lalld Cr,'ti l l 

; \;50' IlI l iollS (FLCA , ) r/ll d dOll ," loading of far ll1 real eslale 100115 frolll Fa r ll1 Credll Ba ll ks (FCBs) . 


' R<'1'i'fd. 




Table 12 

Federal Land Balik Associatioll Combi7led Tre11ds ill Selected Fillllllcini 
lV1ensllres 59 
As of December 31, ]992' 1991 ' 1990' 19891 1988 

Loan Performance 
Performing 
Forma lly Restructured 
Other Res tructured or Reduced Ra te 
Other High Risk 
Nonaccrual 

Ne t ChJrgeoffs on Loans $5.8 $4.1 $6.7 $5.5 $6.8 

Selected Ratios 
Return on Assets 19.220/, 1.95 '1; : 3.39% 5.570/, 47.29% 
Return on Equity 21.14 ',{ 2.17'l : 3.61 0/, 5.96'7c 51.68% 
Net Interest Margin N/A N /A N /A N/A /A 
Capi ta l as a Percentage of Assets 92.59% 89.77%2 9343 % 94. 2090 93.33% 
Debt-to-Capital Ratio (:1) 0.08 0.11 007 0.06 0.07 

/Q92. /'10 1. 1Q 911, tlIld "1980} 1'8"""5 m,' ",,1 w II ,,>1rnbl,' 1"1""''''11' !,III '" dil l' I,' 1Il, "'S" '" "f h ''{, 'ml l "lI ld Bn ,,' A,,,>,), itllivlI' IFLBA ... ) 
awl Pn1dllct roll CredO As.;;od.ltlmb (r Crb J mttJ A nC:ll lt lf fl tl n'dit A .....Ih. lOtitJ/h I ACAs' I1l1d ( r, 'al lOu III Ft'drml J..Jwd (rfJltt 
A5~ 1C1i1lmJl 5. (f 'LCA ~ J (md dmcllitJ{l tims ('f .IJ III f('nl t'i lalt' Ilw }/ ~ ;rlJII I Fdrlll I n-,i ;1 Blink:;; fFCLbr 
' J.:, (7'[.:;(?d , 



60 Table 13 

Young, BegillNing, and Small Farmers: Loalls Outstanding and 
New Money Loalled, by Type of Associatio11 
10"1/,,,< il7 TlwlI<olld,) 

Young, 
For the Year Ended Total Young Beginning Small Beginning, 
December 31, 1992 Portfolio Farmers' Farmer 2 armersJ & Small 

Farmers' 

Federal Land Bank Associations and 
Federal Land Credit Associations 
Total Number of Loans 
Outstanding 192,237 5,145 4,802 10,592 2,996 
Percentage Distribu tion xxx 2.68 250 5.51 1.56 

Total Amount of Loans 
Outstanding $16,094,118 $ 405,788 $625,072 $ 504,901 $160,881 
Percentage Distribu tion xxx 2.52 388 3.14 1.00 

Gross New Money Loaned $ 2,123,053 $ 85,731 $195,891 $ 52,167 $ 44,878 

Percentage Distribution xxx 4.04 9.23 2.46 2.11 

Agricultural Credit Associations 
Total Number of Loans 
Ou ts ta ndi ng 336,652 19,555 5,703 53,947 17,752 
Percen tage Distribution xxx 5.81 1.69 16.02 5.27 

Total Amount of Loans 
Outstanding $19,657,278 $1,161 ,579 $626,104 $1,518,430 $678,342 
Percentage Distribution xxx 5.91 3.19 7.72 3.45 

Gross New Money Loaned $ 7,390,310 $ 561,980 $280,627 $ 381,801 $375,808 

Percentage Distribution xxx 7.60 3.80 5.17 5.09 

Production Credit Associations 
Total Number of Loans 
Outstanding 80,141 7,035 3,421 3,757 3,192 
Percen tage Distribu tion xxx 8.78 4.27 4.69 3.98 

Total Amount o f Loans 
Outstanding $ 4,537,586 $ 304,941 $199,383 $ 52,728 $ 71,517 
Percentage Distribu tion xxx 6.72 4.39 1.16 158 

Gross New Money Loaned $ 4,928,126 $ 329,534 $246,075 $ 40,618 $ 86,253 
Percentage Distribution xxx 6.69 4.99 0.82 1.75 

1.1''' :111111 .35 Ifmr,; alii 
' Lf"~ Illan (, .11('11 1':-:' anni112 expericnrr, 

· f artlll ll~ a,s,ol< Irss Iltall $100,000 allli agn[JIIIIl ral sales less Ihal7 $40,000 . 
. kt'/ ~ ftrO or 1110rr c1'1h,,.ifl. 
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