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THE WHITE HOUSE ACTION 

WASHINGTON Last Day: December 31 

December 24, 1975 

MEMORANDUM FOR THE PRESIDENT 

FROM: JIM CANNO., 

SUBJECT: H.R. 7862 - Revision of Farm Credit 
Eligibility Standards 

Attached for your consideration is H.R. 7862, sponsored 
by Representative Bergland, which would amend the Farm 
Credit Act of 1971 relating to credit eligibility for 
cooperatives serving agricultural producers and would 
enlarge the access of production credit associations 
to the Federal district courts. 

A discussion of the provisions of the enrolled bill 
is provided in OMB's enrolled bill report at Tab A. 

OMB, Max Friedersdorf, Counsel's Office (Lazarus), Bill 
Seidman and I recommend approval of the enrolled bill. 

RECOMMENDATION 

That you sign H.R. 7862 at Tab B. 

' 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

DEC 2 3 1975 

MEMORANDUM FOR THE PRESIDENT 

Subject: Enrolled Bill H.R. 7862 - Revision of farm 
credit eligibility standards 

Sponsor - Rep. Bergland (D} Minnesota 

Last Day for Action 

December A 1975 - Wednesday 
.J/ 

Purpose 

Amends the Farm Credit Act of 1971 relating to credit 
eligibility for cooperatives serving agricultural 
producers, and to enlarge the access of production 
credit associations to the Federal district courts. 

Agency Recommendations 

Office of Management and Budget 

Farm Credit Administration 
Department of Agriculture 
Department of the Treasury 
Department of Justice 

Discussion 

Approval 

Approval 
Approval 
No recommendation 
Defers to interested 

agencies 

Banks for cooperatives of the Farm Credit System make 
loans to eligible cooperatives at interest rates that 
are usually lower than the going market rate. In 
order to qualify for these loans, the Farm Credit Act 
requires that farmers must have at least 80 percent of 
the voting control of such cooperatives. Furthermore, 
another of the Farm Credit System's lending institu­
tions, the production credit associations, have generally 
been prohibited from suing or being sued in Federal 
district courts. This prohibition was based on the fact 
that many farmers were located relatively long distances 
from their Federal district court, and that these 
farmers had much better access to State courts. 
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H.R. 7862 would amend the Farm Credit Act concerning 
the two provisions discussed above by: 

2 

1. Lowering to 70 percent the minimum "farmer" 
voting control requirement for rural electric, 
telephone, and public utility cooperativesi and, 

2. Eliminating the provision which prohibits 
production credit associations from suing or 
being sued in Federal district courts. 

In its report on H.R. 7862, the House Agriculture 
Committee explained the need and desirability of these 
two amendments as it noted that: 

"The communities served by rural electric 
cooperatives are changing. More and more non­
farm people and businesses are moving to rural 
areas. The Rural Development Act of 1972 
encourages such movement as beneficial to the 
economy of rural areas. In providing farmers 
adequate electric service, service frequently 
must be provided for other electric consumers 
in the cooperative's chartered territory as 
well. 

" by making available financing for rural 
electric service to residents and establish­
ments in farm communities, the Banks would 
strengthen their own earnings base and their 
capacity to serve all farmer cooperatives. 
It will provide additional rural electric 
cooperatives with an additional source of 
supplemental financing and may tend to reduce 
Government involvement in the rural electric 
and telephone program." 

* * * * * 
"The provision in the Farm Credit Act which 
states that the district courts of the United 
States shall not have jurisdiction (except in 
certain limited situations) of any suit by 
or against a production credit association 
presents substantial difficulties in enforc­
ing a lien of a preferred ship mortgage and 
serves as an impediment to financing 
fishermen. 

' 

i ./. 



3 

"The amendment of the Farm Credit Act to 
permit production credit associations access 
to the Federal district courts will provide a 
mechanism by which the associations them­
selves can enforce a lien on ships if the 
need arises. The ability of a production 
credit association to take an enforceable lien 
on a fishing vessel, just as it now can on a 
farmer's property, equipment, or livestock, 
will make credit service more readily available 
to producers and harvesters of aquatic 
products. 

"The adoption of the proposal will also give 
PCAs the same access to the Federal district 
courts as is enjoyed by private citizens, 
corporations, and other legal entities." 

Enclosures 

~-rn.<J-Abf 
/~am7s. M. Frey / 

Assistant Director for 
Legislative Reference 

' 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20'503 

DEC 2 3 1975 

THE PRESIDENT 

Subject: Enrolled Bill H.R. 7862 - Revision of farm 
credit eligibility standards 

Sponsor - Rep. Bergland (D) Minnesota 

Last Day for Action 

December~975 - Wednesday 
~I 

Purpose 

Amends the Farm Credit Act of 1971 relating to credit 
eligibility for cooperatives serving ~gricultural 
producers, and to enlarge the access of production 
credit associations to the Federal district courts. 

Agency Recommendations 

Office of Management and Budget 

Farm Credit Administration 
Department of Agriculture 
Department of the Treasury 
Department of Justice 

Discussion 

Approval 

Approval 
Approval 
No recommendation 
Defers to interested 

agencies 

Banks for cooperatives of the Farm Credit System make 
loans to eligible cooperatives at interest rates that 
are usually lower than the going market rate. In 
order to qualify for these loans, the Farm Credit Act 
~equires that farmers must have at least 80 percent of 
the voting control of such cooperatives. Furthermore, 
another of the Farm Credit System's lending institu­
tions, the production credit associations, have generally 
been prohibited from suing or being sued in Federal 
district courts. This prohibition was based on the fact 
that many farmers were located relatively long distances 
from their Federal district court, and that these 
farmers had much better access to State courts. 
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THE WHIT£ HOUSE 

ACTION MEMORANDUM WASHINGTON LOG NO.: 

Date: December 2 4 Time: 900am 

Paul Leach,.,_... . ~,_co (for information): 
~ Friedersdorf~ · 

Ken Lazarus~ 

FOR ACTION: 

Bill Seidman~ 

FROM THE STAFF SECRETARY 

Jack Marsh 
Jim Cavanauqh 
Warren Hendriks 

DUE: Date: 
Monday, December 2 9 

Time: llOOam 

SUBJECT: 

H.R. 7862 - Revision of farm credit eliqibiltty 
standards 

ACTION REQUESTED: 

- For Nec:essa.ry Action --For Your Recommenda.tiozw 

-- Prepare Agenda. cmd Brie£ --Draft Reply 

X 
-For Your Comments --Draft Remarks 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Winq 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have a.ny questions or if you anticipate a. 
delay in submitting the required 11\a.teria.l, please 
telephone the Staff Secretary immediately. 

K. R. COLE, JR. 
For the President 

• 



FC~ 
r.l=ml c=cEDIT .l.DIM'II)i=LliiOn 490 L'ENFANT PLAZA, S.W. WASHINGTON, D.C. 20578 

December 22, 1975 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, DC 20503 

Attention: Assistant Director for 
Legislative Reference 

Subject: Report on enrolled bill H.R. 7862, 94th Congress 

This is in response to your request of Decanber 18, 1975, for a report on 
enrolled bill H.R. 7862, an act "To amend the Fann Credit Act of 1971 
relating to credit eligibility for cooperatives serving agricultural pro­
ducers, and to enlarge the access of production credit associations to 
Federal district courts." 

Section {a) of H.R. 7862 pertains to the banks for cooperatives, which 
are under the supervision of the Fann Credit Administration. The Farm 
Credit Act of 1971 now requires that any cooperative, in order to be 
eligible for a loan from such bank, have not less than 80 percent {or 
such higher percentage as may be established by the district board) of 
its voting control in the hands of farmers. This requirement has pre• 
vented some rural electric cooperatives, which are the organizations most 
likely to be benefited by section (a), from being considered eligible for 
bank for cooperatives financing. In lowering the minimum farmer voting 
control from 80 to 70 percent in the case of rural electric, telephone, 
and public utility cooperatives, section (a) of the bill will permit more 
of these organi~ations to be served by the banks for cooperatives. 

The communities served by rural electric cooperatives are changing. More 
and more nonfarm people and businesses are moving to rural areas. The 
Rural Development Act of 1972 encourages such movement as beneficial to 
the economy of rural areas. In providing farmers adequate electric 
service, service must be provided for all other electric consumers in the 
cooperative's chartered territory as well. The Rural Electrification Act 
adopted a policy designed to move rural electric cooperatives into the 
private money markets and indicated that the banks for cooperatives are 
among the "legally organized lending institutionsu authorized to make 
loans to rural electric cooperatives. A 1973 amendment to that Act an­
ticipates increasing needs of the rural electric program for capital. 

, 



2-Director, Office of Management and Budget 

The needs are also recognized by the board of directors of the National 
Rural Electric Cooperative Association which supports this proposal, 
and by the affirmative vote of all 10 Rural Electric Cooperative Re• 
gional boards. There is strong support for the proposal within the 
Farm Credit System. In addition, the proposal has the support of the 
United States DeparbDent of Agriculture, and a number of farm organi­
zations. 

All available sources of financing should be available to rural electric 
cooperatives to expand their services and strengthen the economies of 
rural communities as a basis for agricultural production and rural 
living. The proposal will provide credit potential for some 150 to 200 
rural electric cooperatives. It will provide them with an additional 
source of supplemental financing, giving them greater choice of select­
ing a lender. At the same t~, it will not detract from other private 
sources of credit, though it may tend to reduce Government involvement 
in the rural electric program. 

The change will also make joint financing, with other sources of credit, 
easier for the large generation and transmission cooperatives. It will 
enable rural electric cooperatives to bargain for better terms and lower 
costs than might be obtained in a more restricted market. So while only 
a limited number of rural electric cooperatives are expected to borrow, 
all such cooperatives will benefit from the potential availability of 
credit from the banks for cooperatives with their direct access to the 
Nation's capital markets. 

The enactment of this legislation will allow the banks to further 
strengthen their loan portfolios. The credit risks among the rural 
electric cooperatives are minimal becausea (a) they have monopoly 
access to their market areas, (b) they provide an irreplaceable public 
service for which there is no substitute and no serious threat of com­
petition, (c) they have a regular cash flow that is not subject to 
major market fluctuations, and (d) annual audits and management reports 
reviewed by the Rural Electrification Administration provide reasonable 
assurance of efficient management. 

The proposed legislation is written so as to make its use optional with 
each bank. Any bank that so chooses can adopt the 70 percent eligi­
bility requirement or one that is more stringent. However, by making 
available financing for rural electric service to residents and estab­
lishments in farm communities, the banks would strengthen their own 
earnings base and their capacity to serve all farmer cooperatives. 

' 



3-Director, Office of Management and Budget 

The banks currently are owned by some 4,000 agricultural cooperatives of 
which 3,000 are active borrowers. The proposal will not detract from 
the ownership and control of the banks by these cooperatives. Their eli­
gibility for loans would not be changed. 

The proposal will not result in any cost to the u. s. Government. The 
cooperatives borrowing from the banks for cooperatives will pay the cost 
of the money borrowed and the cost of making the loans available. Loan 
funds are obtained primarily through the sale of bonds to private inves­
tors. This, too, is at no cost to the Government. 

Loan funds available to other types of cooperatives will not be affected. 
Any amounts of capital which rural electric cooperatives are justified 
in borrowing, will, for the most part, be obtained from the .. agency" 
market. The total amount of credit available at any given t~e is coa­
petitively obtained by several organizations from that market, and the 
banks for cooperatives, like the other Fa~ Credit banks, are extremely 
effective in raising the loan funds they require. 

MOney borrowed by rural electric cooperatives is invested in rural 
.. erica and helps enhance the quality of life for all who live there 
while making more efficient the agricultural productivity of the Nation. 

Section (b) of H.R. 7862 would delete from current law provisions which 
DOW prevent the Federal district courts fraa entertaining actions by or 
against production credit associations on the same footing as for other 
parties. The Farm Credit Aaninistration supervises the 431 production 
credit associations throughout the United States which make loans to 
farmers, ranchers, and producers and harvesters of aquatic products. 
The Farm Credit Act of 1933, under which the production credit associa­
tions were established, restricted their access to the Federal district 
courts. The arcu.ent against access was based on the remoteness of the 
Federal courts to farmers. Consequently, it was thought to be more 
satisfactory to have the resolution of PCA matters in State courts. 
The Farm Credit Act of 1971, under which PeAs now operate, similarly 
restricts Pel access to the Federal district courts except in limited 
circumstances. 

Section (b) would simply amend the Farm Credit Act of 1971 to elU&inate 
any restrictions on production credit associations to sue and be sued 
in Federal district courts. Then, all Farm Credit institutions--Fed· 
eral land banks, Federal land bank associations, Federal intermediate 
credit banks, banks for cooperatives, and production credit associa­
tions--will have the same access to the Federal district court system. 

' 



4-Director, Office of Management and Budget 

The Fa~ Credit Act of 1971 contains, among several new authorities, one 
which allows production credit associations to make loans to producers 
and harvesters of aquatic products. In making such loans, production 
credit associations frequently find it prudent and desirable to take 
liens on fishing boats. These liens are called "preferred ship mort­
gages." The maritime laws of the United States, however, place exclu­
sive jurisdiction of the foreclosure of preferred ship mortgages in the 
Federal district courts. Therefore, the production credit associations 
cannot directly foreclose the lien of a preferred ship mortgage. 

The amendment of the Fa~ Credit Act to pexmit production credit associa­
tions access to the Federal district courts will provide a mechanism by 
which the associations themselves can enforce a lien on ships if the need 
arises. The ability of a production credit association to take an en­
forceable lien on a fishing vessel, just as it now can on a fa~er's 
property, equipaent, or livestock, will make credit service more readily 
available to producers and harvesters of aquatic products. 

The proposal has the endorsement of Federal inte~ediate credit banks 
which supervise the production credit associations on a local basis, and 
of the production credit associations involved in loans to producers and 
harvesters of aquatic products. No known opposition to the proposal 
exists. 

The Fa~ Credit Administration recommends that the enrolled bill be 
approved by the President. 

jj~re~ • ;JJ_ v 
Governor 

' 



DEPARTMENT OF AGRICULTURE 

Honorable James T. Lynn 
Director, Office of 

:Management and Budget 
Washington, D. C. 20503 

Dear Mr. Lynn: 

OFFICE OF THE SECRETARY 

WASHINGTON, D. C. 20250 

December 2 2. 1975' 

In reply to the request of your office, the following report is submitted 
on enrolled enactment of H. R. 7862 "To amend the Farm Credit Act of 1971 
relating to credit eligibility for cooperatives serving agricultural 
producers, and to enlarge the access of production credit associations 
to Federal district courts". 

The Department recommends that the President approve this Bill. 

The Amendment of Section 3.8(d) increases the capability of Banks for 
Cooperatives to make loans to rural electric, telephone, and public 
utility cooperatives by reducing the percentage of members in such 
cooperatives that are required to be producers of agricultural or 
acquatic products from 80 to 70 percent. Such action is consistent 
with the national policy of enhancing the quality of life in rural areas 
and promoting rural development. It -would also facilitate the movement 
of rural service cooperatives towards a larger dependence on the private 
money market and lessen dependence on the government as a source of funds. 

The Amendment of Section 5. 24 -would have the effect of eliminating 
restrictions on production credit associations to bring suit or be 
sued in Federal district courts. This Amendment relates primarily to 
loans that may be made to fishermen under the Farm Credit Act of 1971. 
Exclusive jurisdiction for foreclosure on vessels rests with the Federal 
district courts under U.S. Maritime Law. The exclusion of access to the 
U.S. district courts by production credit associations constitutes a severe 
impediment to making loans to many deserving and needy fishermen, and in 
some measure thwarts the basic intent of the Farm Credit Act of 1971. 

Since the Farm Credit System is now owned and controlled by member­
borrowers and draws its funds entirely from the private money market, 
these Amendments would involve no cost to the Federal Government. 

Sincerely, 

cftA.t~ 
lJ.uder Secretary 

' 



THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON, D.C. 20220 

DEC 2 2 1975 

Director, Office of Management and Budget 
Executive Office of the President 
Washington, D.C. 20503 · 

Attention: Assistant Director for Legislative 
Reference 

Sir: 

Reference is made to your request for the views of this 
Department on the enrolled enactment of H.R. 7862, "To amend 
the Farm Credit Act of 1971 relating to credit eligibility 
for cooperatives serving. agricultural producers, and to en­
large the access of production credit associations to Federal 
district courts." 

The enrolled enactment would reduce from BO.percent to 
70 percent the amount of voting control of a rural electric, 
telephone, or public utility cooperative which must be held 
by farmers, producers of aquatic products, or eligible 
cooperative associations in order for a cooperative to obtain 
financing from the Banks for Cooperatives. It would also 
delete the provisions in the Farm Credit Act which prohibit 
production credit associations from bringing suit or being 
sued in Federal district courts. 

The Department did not comment on this legislation during 
its consideration by the Congress. We have no recommendation 
to make with regard to the enrolled enactment. 

Sincerely yours, 



ASSISTANT ATTORNEY GENERAL 

LEGISLATIVE AFFAIRS 

lrpartmrnt nf 3Justitt 
llasqiugtnu. m.ar. 20530 

December 19, 1975 

Honorable James T. Lynn 
Director, Office of Management 

and Budget 
Washington, D. C. 20503 

Dear Mr. Lynn: 

In compliance with your request, I have examined a 
facsimile of the enrolled bill (H.R. 7862), "To amend the 
Farm Credit Act of 1971 relating to credit eligibility for 
cooperatives serving agricultural producers, and to enlarge 
the access of production credit associations to Federal 
district courts." 

Section (a) of H.R. 7862 would lower the percentage of 
voting control by farmers, producers or harvesters of rural 
electric, telephone and public utility cooperatives from 80 
to 70 percent as a condition of eligibility for obtaining 
financing from the Bank of Cooperatives. 

Section (b) of H.R. 7862 would allow production credit 
associations to sue or be sued in Federal district courts. 

The Department of Justice defers to the interested agen­
cies as to recommendations for Executive action on this 
measure. 

' 



THE \'-:HITE HOCSE 

ACTIO:\ :\IE).10RANDCM WASHlNGTOX LOG NO.: 

Date: December 24 

FOR ACTION: Paul Leach_ . 
Max Friedersdorf 
Ken Lazarus 
Bill Seidman 

FROM THE STAFF SECRETARY 

Time: 900am 

cc (for information): 
Jack Marsh 
Jim Cavanaugh 
Warren Hendriks 

DUE: Date: Monday, December 29 Time: llOOam 

SUBJECT: 

H.R. 7862 - Revision of farm credit eligibility 
standards 

ACTION REQUESTED: 

-- For Necessary Action --For Your Recommendations 

-- Prepare Agenda and Brie£ 

X 
--For Your Comments 

REMARKS: 

-- Draft Reply 

--Draft Remarks 

Please return to Judy Johnston, Ground Floor West Wing 

No objection. 

Dudley Chapman 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

I£ you have any questions or if you anticipate a 
delay ii'. submiHir,g th::! :req-uired rnctcrial. please 
telt!f,ltone tl:t~ Staff Secr.ato.r} ... imlli.edia:~ely·. -.-.::" . ' 

.. .. ~: . .... 

, 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

December 24, 1975 

JIM CAVANAUGH 

MAX FRIEDERSDORF ~. 6 
H.R. 7862 - Revision of Farm Credit 
Eligibility Standards 

The Office of Legislative Affairs has reviewed subject bill 
and recommends it be signed. 

' 



------------------------------
THE \\'HITE HO'CSE 

ACTIO:\ l\.lE:\fORAXDF~f WASlllSGTOX LOG NO.: 

Date: December 24 

FOR ACTION: Paul Leach -
Max Friedersdorf 
Ken Lazarus 
Bill Seidman 

FROM THE STAFF SECRETARY 

Time: 900arn 

cc (£or information): 
Jack Marsh 
Jim Cavanaugh 
Warren Hendriks 

DUE:. Date:. Monday, December 29 Time: llOOarn 

SUBJECT: 

H.R. 7862 - Revision of farm c~edit eligibility 
standards 

ACTION REQUESTED: 

--For Necessary Action --For Your Recommendations 

__ Prepare Agenda and B:rie£ -- Dra.ft Reply 

X 
-- For Your Comments --Dra.ft Remarks\ 

REMARKS: 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you have any c;uestions or if you anticipate a 
de-lay in su.b.mi!ting the ::-equir.~d rnderial, please 
~el~nltonc th~ Sta.f! Sacrz!ar"'" imrr,edia.:slt:. . : ... 

; 
!' 
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·---------~-----------------.--. n 
THE \VHITE HOUSE 

ACTION MEMORANDlJM WASHINGTON LOG NO.: 

Date: December 24 Time: 900am 

R TI Paul Leach 
FO AC ON: Max Friedersdorf cc (for information): 

Jack Marsh 
Ken Lazarus 
Bill Seidman 

FROM THE STAFF SECRETARY 

DUE: Date: Monday, December 

SUBJECT: 

29 Time: 

Jim Cavanaugh 
Warren Hendriks 

llOOam 

H.R. 7862 - Revision of farm credit eligibility 
standards 

ACTION REO~ 

--For Necessary Action 

-- Prepare Agenda and Brief 

X 
- -For Your Comments 

REMARKS: 

--For Your Recommendations 

--Draft Reply 

--Dro.ft Remarks 

Please return to Judy Johnston, Ground Floor West Wing 

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED. 

If you ha.ve any questions or i£ you anticipate a 
delay in submitting the required material, please 
telephone the Staff Secretary immedia.iely. 

Joy~.~~ . .. ~~4 . _... .. ~' ..\. -. ;::U 
Fr:-r 4

·: ., ~ .. ..: .. .. ' ·~ 
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94T'a CoNGRESS} HOUSE OF REPRESENTATIVES { 
1St Session 

REPORT 
No. 94-609 

FARM CREDIT ELIGIBILITY STANDARDS 
REVISIONS 

NovEMBER 1, 1975.-Committed to the Committee of the Whoie House on the 
State of the Union and ordered to be printed 

Mr. FoLEY, from the Committee on Agriculture, 
submitted the following 

REPORT 
[To accompany H.R. 7862] 

The Committee on Agriculture, to whom was referred the bill 
(H.R. 78'62) to amend the Farm Credit Act of 1971 relating to credit 
eligibility for cooperatives serving agricultural producers, and to en­
large the access of production credit associations to Federal district 
courts, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 
Page 1, line 6, strike "60 per centum" and insert in lieu thereof "70 

per centum". 
PuRPosE AND NEED FOR THE LEGISLATION 

The Farm Credit Act of 1971 requires that in order for a coopera­
tive of farmers, producers, or harvesters of aquatic products or a 
federation o£ such cooperatives to be eligible to receive loans from the 
Banks for Cooperatives of the Farm Credit System, at least 80 per­
cent of the voting control must be held by farmers, producers or 
harvesters of aquatic or in the case of a federated cooperative by eli­
gible cooperative associations. 

Section (a) of H.R. 7862 lowers . the minimum requirement for 
public utilities, telephone and rural electric cooperatives to 70 percent. 

Section (b) amends the Farm Credit Act, o£ 1971 to eliminate the 
provision which prohibits production credit associations from suing 
or being sued in Federal district courts. Thus, all Farm Credit institu­
tions-FedeJial land banks, Federal land ba:hk associations, Federal 
intermediate Cl'edit banks, banks for • cooperatjves, and production 
credit associations--,-will have the same accei:ls to the Federal district 
courts. · 

The communities served by rural electric cooperatives are changing. 
More and more nonfarm people an businesses are moving to rural 
areas. The Rural Development Act of 1972 encourages such movement 
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as beneficial to the economy o:f rural areas. In providing :farmers ade­
quate electric service, service :frequently must be provided :for other 
electric consumers in the cooperative's chartered territory as well. 
Congress, in approving the Rural Electrification Act, adopted a policy 
designed to move rural electric cooperatives into the private money 
markets and indicated that the Banks :for Cooperatives are among the 
"legally organized lending institutions" authorized to make loans to 
rural electric cooperatives. A 1973 amendment to that Act anticipates 
increasing needs of the rural electric program for capital. 

The proposed legislation is written so as to make its use optional 
with each Bank. Any Bank that so chooses can adopt the 70 percent 
eligibility requirement or one that is more stringent. However, by 
making available financing £or rural electric service to residents and 
establishments in farm communities, the Banks would strengthen their 
own earnings base and their capacity to serve all farmer cooperatives. 
It will provide additiona.l rural electric cooperatives with an addi­
tional source of supplemental financing and may tend to reduce Gov­
ernment involvement in the rural electric and telephone program. 

The Banks currently are owned by some 4,000 agricult oopera-
tives of which 3,000 are active borrowers. The bill Ill not tract 
from the ownership and control of the Banks by th se cooperatives. 
Their eligibility for loans would not be changed. \. 

This provision of H.R._18621 as amended, has th support of~e 
Farm~Ystration, most-of-t_he districts tH t comprise t e--- .­

~-~-Farm Credit System, the United StatesTiepartment o Agric 1 ·e, 
// the Board of Directors of the National Rural E~ pera ve 
· Association, the 10 Rural Electric Cooperative Regional Boards

5
and 

a number of far:tn organizations. 
The other provision of H.R. 7862, as amended, deletes language 

from the Act which prohibits access to Federal district courts by 
production credit associations. 

The Farm Credit Act of 1971 contains, among several new authori­
ties, one which allows production credit associations to make loans to 
producers and harvesters of aquatic products. In making such loans, 
production credit associations frequently find it prudent and desirable 
to take liens on fishing boats. These liens are called "preferred ship 
mortgages." The maritime laws of the United States, however, place 
exclusive jurisdiction of the foreclosure of preferred ship mortgages 
in the Federal district ccmrts. 

The provisionin the Farm Credit Act which states that the district 
courts of the United States shall not have jurisdiction (except in 
certain limited situations) of a:ny suit by or against a production credit 
asSooiatiort ~sents substantial difficulties in en:forcirtg a lien of a 
preferred ship mortgage and serves as an impediment to financing 
fisher:tnen. 

The aruend:tnent of the Far:m Otedit Act to permit production credit 
associations access to the Federal district courts will provide a mecha­
nism by which the associations themselves can enforce a lien on ships 
if the need arises. The ability of a production credit association to take 

H.R.· 6&1} 
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an en:fQJ:'.~~able lien on a fishing vess.el, just as it ~ow c~n on a farme.r's 
property;· equipment, or livestock, 'will make cr:edit service more readily 
available to producers and harvesters of aquatiC products. . _ . ·.·. . 
. The adoption of ~he proposal .will !l'lso give P9As t~e. same ac?ess 
to the Federal district courts as IS enJoyed .by private ({ltlzens, corpo" 
rations, and otherle~al entities. · · · · . · 

This provision has the endorsement of Federal intermediate ·credit 
banks and production credit associations i:rivolv.ed in loans to prod~c~rs 
and harvesters of aquatic products and there IS no known oppositiOn 
thereto. · ' · · 

SECTION-BY-SECTION ANALYSIS . ' . . . ' 

Subsection (a) amends secti~n 3.S (d) of th~. Farm Credit Act· ?f 
1971 so as to change one ofthe requir.ements applicable to ~~ral elect:r-1?, 
telephone, and public utility cooperatives which is a cond1t10~1 of eh~~ 
bility for obtaining financing from the Banks :fo~ C?operatives; This 
subsection provides that not less than 70 ·percent ( m hen of the curr~t 
requirement of 80 percent) of the voting control o:f the ~ooperatlve 
mu.st be held by farmers or producers ~r harves~e~ of aquatic J;>roducts 
or m the case of a federated cooperative by ehgible cooperat,1ve a~so­
ciations. The district board may establish a higher percentage of .votmg 
control if it so elects. . 

Subsection (b) deletes the provision in the Farm Credit Act '!hich 
prohibits production credit association (with a few limited exceptiOns) 
from being able to sue or be sued in the Federal district courts. 

CoMMITTEE CoNsiDERATION 

H.R. 7862 was introduced on June 12, 1975, and referredto the Con~ 
servation and Credit Subcommittee. One day of hearings was held, 
with testimony presented by representatives of the Farm Credit Ad~ 
ministration, the Department . of Agriculture, and the Banks for 
Cooperatives. . . . .·· ·.. . . · .. · .. 

In the Subcommittee cons1deratm0:n of H.R. 7862hsome oppos1tlOlJ. 
was raised to the bill, as introduced, which lowered t e percentages of 
voting control required to be held by farmers from 80 to 60 pe_rcent. 
Accordingly, Mr. Poage offered an amendment which set the .mmimum 
:farmer voting control requirement for borrowers from the B~nks for 
Cooperatives at·70 percent. The amendment was adopted unammously. 

In an open business meeting on October 2, 1975, in the presence of a 
quorum, . the Subcommit~ voterl,..un.animously that H.R. 8762, as 
amended, be reported to the full Committee. 

In an open business meeting on October 29, .1975, H.J.t .. · 7862, .as 
amende<l, was.reported and r~ommended to pa~ by an unammous vmce 
vote in the presenee o:f a quorum. · · 

,· 

· The following l~tt.e~ w:ere received by Chairma~ Foley fro~ ·the 
Parm Credit Admmistratmn ·and the Department 'Of. ~griCulture on 
H.R. 8762: ··. . . · · 
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DEP..WTMENT OF AG~rc~1 
OFFICE oF· m ·sE<i':RiTARY, 

. 'H . lf a8J,irt(ltp1", D.O., IJ)ily 81 19'(5. 
:Mr. THoMAs S . .r oL:sT, 
0/lai~ tJ ;S.b ouse oj,'ReP.:~:~~~nt{ttiv~ (]~ttee on 4-f!~tndmre. 

Ldngworth 11 ouse Office 'H'Il!lilltng, 'ltuktngtlm, D .0. 
DEAR MR. FOOEr ~ This is in :response to yo11 r request for r~commend·a­

tions on H.R. 7862, 111 bill " To am~nd the Farm Credit Aot Qf 1971 
~ating to o~t eligibility £e1r oooper~tiyes ~rving agri~ultural pro­
ducers, and to enlarge the access of production credit associatiens to 
Federal district courts,'' 

The Depart-ment favors enactment of this bill. 
Tho flt9t h.mendwent pro'Vidt~d ·by the bill, 'br ~ducing th~ ~cent­

&g6 of tnEmibet'S reqtri~d ro b<J prmiruc~ o:f ,~ulttttal products frotn 
80/eroont to 60 ~rcent; would in~reaee the number of ntral electric 
a.n t~l~hffll& coo~mti~ wMoh wMild ·be eligible fot loa1ts from 
Banks fut Ooop~ativelil. Th~ additional80urce '<1£ c~dit W'ottld be bene­
fi(l!a.l l:l.hd in , l'i:rt~ with th& Pl'fl8idMt1s policy fot ptomoting rural 
~el~1I1wt. AI~ 'this ammHbntm.t 1JOO'ld tuclli't&:te th~ movement a£ 
the rnra.l electric and :e.l8'p'ho'fl:e ~rativas into th~ pti"Va.tiJ tooney 
H!ll.rltet. 

The other amendment provideq '!>Y the propostii!l bill '\V6uld. -gimply 
am.e:nd ·~he 'P<&rm oredit ,Act of 1?'71 to eltimm~ ~my re£!triciiol1s on 
~adtroo etedit ~iatio~ t0 sue ~tnd be sued in F~det<al digtrim. 
courts. The 1971 Aet lltttihorizes pilGd.Mtliffll credit associations to mak~ 
loans to producers and harvesters of aquatic products. In making such 
loans they frequently fi.nd it desirable to ballre liens on fishing boats, 
called "prefe;rred ship mortgages." Exclusive jurisdiction of the fore­
Cl(jsu~ o'l pt'(lfett~~ ship h'I~~~ i~ 'P!tt~ed i'I'l the ~~~tal district 
ettutts by tht; Mn.riti!fie la*s of tM Umttld States. plftfnrtt'l'ilg the pro­
dtmtioh eredi't Msdetaclon a~Mss to tM Federal district courts would 
elilnitHt'te this im~diiYl'lfflt to ~tnrncing ftshemen. 

Since the Farm Credit Institutions are now privately fina'llc~d, there 
would '00 ho c~ m th-e Flld~ral Goverrtment. · 
. The om~ 6f Manattement !ihd Budget advi~!; thete is M Qbj£retio'tl 

to the fJreSe:D.t~tioil oi this ~rt. 
Siboore'lr, 

:r PirtL c*~Ll 
Actin(! Eeffl'tary. 

11' Altlj,[ CRil>rt A»~tNi'sTilATtotor, 
._.. ,.._ . . WU.8hi1f14tonl D.O., AfY/:ll 30, 1!n5. 
J:1?Ii· ~ H61d:A~ S. 1f'~, . 
tJM.ti"HH.hltt, 1IM.tst OM!tmitt6e O'n A'gfflfflt~re, t! .S. 1J ouae of 'kep'f~­

sentatwu, Wash.ingtO'n, D.O. 
DEAR MR. CHAIRMAN: In :response to your request, I am pleased to 

provide you with information regarding the need for legislation to 
make it posaible ffYf motP publ~f. titil-ity C()('Jf[>M'flti..es to ~<row from 
tibe Btmb fot Ooopem.tive&. Ali!IO, I am e:bel&sing :a, dmft of a brll 
dealing_with this matter. · 

The ·Federal Farm Credit Board, based on official adion taken at 
its January 1975 meeting, favors enactment of such a bill for the 
reasons hereinafter stated. 
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The _proposal, as you k:oow_, ~ll primaPily 'affect ruml elect ric co­
ope~tves. In order to be ehgible now, sudh cooperatives must not 
have less than 80 P':~nt o~ ~&~ voti~ controls in the h$.11ds of farm­
ers. The proposed lefJ!slatiOn will reduce that pequiremtm.t oo 60 per­
cent, or w~ver higher figure may be established by the distriet 
Farm Cred1t Board. 

NEED FOR REVISING ELIGIBILITY 

The oomm\lllities served by rural electric ooo~ives are clla.nging. 
More and more non-farm pE!Ople ~nd b1,1sin~ are movjllg to rura.l 
areas. Th~ Rural Devek>pmSJ}t Act of 1912 enco1,1~ suc'h movement 
as beneficial to the eco;r:).omy of rural areas. In proVIdmg fp.rmers ade­
quate electl;"ic service, ~rv;i-ce must be provided for all other electric 
~nsume.~ m the CQQ~J;a.tiv~'s chartered territory as well. ~~' 
m approvmg the Rural Electrifioation .!ct, &<!opted a policy d~1~ 
to move rural electric COQ;pera.ti~ into the priv ... te money markets a.nd 
indicated that the Banks for Cooperativ~ are among the '.'lega1ly or­
ganized lending institutions" authorized to make loans to rural elec­
tric cooperatives . .A. 1973 amendment to that .Act anticipates increasing 
needs of the rural electric program for capital. 

The needs are also recognized by the board of directors of tlhe N a­
tio:nral Rural Electric COO~ative Assooia.tk>n which supports this 
pro~al and by the affirmative vote of a.lllO Rural Elootnc Coo~ra­
tive Regional 'h<?ards. There is stron.g support lor the proposal Within 
the Farm Credit System, although two of the twelve districts, the 
tenth (H~1:1ston) and eleventh (~erlmJey) harve indieated opposition. 

In add1t10n, t~e proposal has the support of the United ~tates De­
partment of .Agr1eulture, and a number of farm otrganizations. 

.All availa?le sources of tina~cing ~hould be available to r ural elec­
triC ooorera.tlves ~o. expand th~Il' S6l"Vlcetl and strengthen the economies 
o_f :-ura commumtles as a basis for !lgJ!ioultura.l production and rural 
hvmg. 

Effect on Rul'al Electric Cooperativ&~~ 

Tl1e prop06ft-l will p:rov~ c~;edit potential for some 150 to 200 ru;r.:al 
~lectric cooperatives. It will provide them with an· additional source 
of supplemental financing, giving them greater ehoioe of ~lecting 
a len~r. At ~ same time, ii will not depreciate or detract from other 
private sources of credit, though it may tend to reduce Govel'!UlWJit in­
volve~nt in the rural electric ,Yl'Qgntm. 

'f~e ~~ wi:U also m~ke joint financing, with other sources of 
credttl _for the large generatJ.on and tra~isSIQfl WPP~~ves easi~r. 

It will enable rural el~otr~ coo~rabvej3 to bargai~ for better tel11$ 
and lo~er costs t~an might be ~ in a more 'Festricted market. 
So while WllY ~ )npited number et. ruffil.ele.ctl'W coop~t'~i~s. IJ,re ex­
l};lec~-ed ~o. borrow, ~11 su~h cooperMave.s Will benefit from the po.tenti~tl 
a vultiliility· of cwait fr.om the B~ fur Collp~r~t.iv~ with their <Hrm 
~cess to•Ul.e N 11-ti.Qn'~ c~t-pital mark~t..<1. · 

Effect OJl t,he B~~ fqr C.OQ);¥}r~tiw~ 

. The :enactm~nt<>flegisl~ion making it possible for a greater number 
of rural electric cooperatives to borrow from the Banks for Coopera-
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tives will allow the Banks to further stre~gthen thei; loan port.f~lios. 
The credit risks among the rural electric cooperatives are nnmmal 
because: (a) they havemonop.oly ac~ess to the~r market ~reas, (b) ~hey 
provide an irreplaceable public .s~rv1ce for whiCh there Is no subst;~.tute 
and no serious threat of, competitiOn, (c) tJ.:ey have a regular cash fl?w 
that is not subject to major market fluctuatiOns, and ( t;i) a:n;nual au~Its 
and management reports reviewed by the Rur~;tl ElectntlcatiOn Admm-
istration provide reasonable assurance o£ effiment ~anageme~t. . 

The proposed legislation is written so as to make Its nse optiOnal ":lt~ 
each Bank. Any Bank that so .chooses ca:J?- adopt the 60 percent el~gi­
bility requirement or one that IS lll;Ore str:mgent. I.Iowever, by mak:mg 
available financing :for rural electric serviCe to residents and est~bhsh­
ments in farm communities, the Banks would strengthen t)leir own 
earnings base and their capacity to serve all farmer ?OOperatiVeS. 

The Banks currently are owned by some 4,000 argiCult_ural coopera­
tives of which 3,000 are active borrowers. The proposal w1ll not det;act 
from the ownership and con~rol of the Banks by these cooperatives. 
Their eligibility for l()ans would not be changed. . 

Effect on Others 

. · · The proposal will not r~sult in any cost to the U.S. Q-overn;ment. The 
cooperatives borrowino- from the Banks for Cooperatives w1ll pay the 
cost ofthe money borr~wed and the cost of making the loans avail.able. 
Loan funds are obtained primarily through the sale of bonds to pnvate 
investors. This, too, is at no cost to the Government. . . 

Loan funds available to other types of cooperatn:es will no~ be 
affected. Any amounts of capital which rural electnc. cooperatives 
are justified m borrowing, will~ for the most part, b~ obtamed :fron~ the 
"auency" market. The total amount of credit available at any g1ven 
ti~e is competitively obtained by several organizations from th~t 
market and the Banks for Cooperatives, like the other Farm Qredit 
Banks 'are extremely effective in raising the loan funds they reqmre. 

Mon'ey borrowed 'by rural electric .coopera;tives is invested. in rural 
America and helps enhance the quahty of h:fe for all w~~ hve there 
while makh1g more efficient the agricultural productivity of the 
Nation. 

Sincerely, 
W. M. HARDING, Governor. 

Enclosure. 
FAl!.M CREDIT ADMINISTRATION, 

.. lVa8hington,D.O.,May9,1975. 
Hon; THOMAS S. FoLEY, 
· Ohairrnan, H ouJ;e 0 ommittee on A grioulture, 
House of lfepresentatf,ves, Washington, D.O. . 

.DEAR fJHAIRMAN. FoLEY: The Federal Farm Credit Board, thiS 
Agency~s top policymaking b?dy, has ~ndorse_d t]1e proposal that '!V'o~ld 
enlarue the access of production cl'(ldit associations to Federal distnct 
court~. This proposal in bill form is enclosed. It would delete. fr<?m 
current law those .provisions which now p:t;eclude the :~federal ~hstnct 
courts from entertaining actions by or agamst production credit asso-
_ciations on the samefooting as·for other petitioners. · . · . 
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There are 432 production credit associations throughout the United 
States which make loans to farmers, ranchers, and producers and har­
vesters of aq,uatic products. The Farm Credit Act of 1933, under which 

·the productiOn credit associations were established, restricted their 
access to the E'ederal district courts. The argument against access was 
based on the remoteness of the Federal courts to farmers. Conse­
quently, it was thought to be more satisfactory to have the resolution 
of PCA matters in State courts. The Farm Credit Act of 1971, under 
which PCAs now operate, similarly restricts PCA. access to the Fed­
eral district courts except in limited circumstances~ 

This proposal would simply amend the Farm Credit Act of 1971 to 
eliminate any restrictions on production credit associations to sue and 
be sued in Federal district courts. Then, all Farm Credit institutions­
Federal land banks, Federal land bank associations, Federal interme­
diate credit banks, banks for cooperatives, and production credit asso­
ciations--will have the same access to the Federal district court system. 
Need · 

The Farm Credit Act of 1971 contains, among several new authori­
ties, one which allows production credit associations to make loans to 
producers and harvesters of aquatic products. In making such loans, 
production credit associations frequently find it prudent and desirable 
to take liens on fishing boats. These liens are called "preferred ship 
mortgages." The Maritime laws of the United States, however, place 
exclusive jurisdiction of the foreclosure of preferred ship mortgages 
in the Federal district courts. 

One of the factors on which all PCA loan decisions are made in­
volves collateral. The collateral needs are usually dictated by the 
strengths and weaknesses of other credit :factors. The collateral taken 
must reasonably protect the lenderhprovide the necessary control of 
equity and repayment, and leave t e borrower in a position to con­
structively manage his business. Under present circumstances, the dif­
ficulty in enforcing a lien of a preferred ship mortgage, if that becomes 
necessary, is an impediment to financing fishermen. 
Effect on production c1'edit assooiations 

The amendment of the Farm Credit Act to permit production credit 
associations access to the Federal district courts will provide a mecha­
nism by which the associations themselves can enforce a lien on ships 
if the need arises. 
· The adoption of the proposal will also give PCAs the same access 
to the Federal district courts as is enjoyed by private citizens, corpora­
tions, and other legal entities . 
Effect on borrower8 

The ability of a production credit association to take an enforce­
able lien on a fishing vessel, just as it now can on a farmer's :r.roperty, 
-equipment, or livestock, will make credit service more readily avail­
able to producers and harvesters of aquatic products. 
Effect on others 

The proposal, if enacted into law, will permit persons and other 
~~ntities to. PI!rsu.e their cla~m~ agai.J?.st. production credit associations 
m Federal district courts, If JUrisdictiOnal elements are present, the 
same as if the defendant were not the PCA. 
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Access to Federal district courts would result in little, if any, a~di­
tional costs to PCAs. Improved transportation and coromun1catlpns 
permit r~Rdy accel3£ to Fe<ler11l district eou.rt~ by everyone and, there­
fore, the propo$1'11 should not result in signific11nt increased costs to 
}jtigating p11rties. . . 

· The prop081'11 has the endorsement of Federal intermediate credit 
banks and production credit a$$ociatio;ns i:Jlvolved in lQans to pro­
ducers and harvesters of aquatic products. No known opposition to the 
:proposal exists and none is expooted. . 

The Farm Credit Administration is authorized by the Farro Credit 
Act of 1971 to recom~nd legislative changes in the Act ~irectly to 
Congress. Therefore, it has not been ]lec.essary to su.bw1t thls·prop,o,.s~J,l 
to the O:llice of Mf1Uagero~nt and :Budget for clearance. 

Sincerely, · 
. . W. }!. HAI.miNG, 1}01){3'/'no'l'. 

Enclosure. 

CuRRENT AJ>.'D Frw SUBSEQUENT FISCAL YEAR CosT EsTIMATES 

. Pursuant to clause 7 of Ru.le XIII of the Rules of the House of 
Represent!l.tives, the Conuni~ e$imll>~ that there would be no cost 
incurred by the Federal GoverniA9Jlt d:nrmg the current and ~ve ~ub­
seque:at ftaea.l y.ea.rs t);B !'- ~ul~ of the ~,_m,~ pf this legislatwn, 
sinoo the F~11Jl Cr~t l,n$Itlltwns litPe p;rnvately fina.nced. 

The Farro Credit Administration and th~ U.S. Department of 
A-g·ricultureooncur in this statement. 

INFLA'FIONAJtY IMPACT STATEMENT 

Pursu~:IDt to ~ule Xl, cla"ll.Be 2(1) ( 4), of the Rvl~ of the Hou~ of 
~epresent~iv~~ the Colllrnittoo estilru\tes t~ en~ctroent of ~.R. 
7862, a.s &m.eflded, wo.uld not h~v.e .1'1Uy ~n~a.t1,on~ry 1ropa.ct on pr~ces 
and costs in the oper~tj.on ofthe lliJ.t¥lnal~oo1J.Ol!flY· 

BIJDGl."'T ACT CoMPLIANCE (SECTION 308 AND SECTION 4:03) 

· The' pr@visions' of cmll.Se (l) (3)(B) 6,nd cl~uae (1)(3) (y) of Rule 
41 of th~n Rulea of the House of ~pre,se-})).tt}tiVes, and Sootmn 308{a) 
:and Section 403 of the Congress1,onal Budget Act of 197-:! (relatlnJ 
to .eiiltima.tes of new budget ~utb.onty m: n~w or mcreased. tax expendi­
tures and ~stimates and comparimn!:! p.r~.ared by the Dueetor of the 
Congressional Budget Office), are npt consi\WN?d ~pplicable, 

OVERSIGHT STATEM:ENT 

N p specific ?versight '!-ctivit~es, oth0r tP,an the hearin~ accompany,. 
:ing the Comm_ttrees C<?ns:derat10n o~ I;I.R. 11002, as amenaed, were made 
by the Committee, wl:thlll the defiD;ttmn of ~la.use 2(b) (1) of Bul? X 
of the House. No summary of over81ght findmgs and rEtcomw~da.boll$ 
w»de b_x tb,~ Oommitt~e on Gq,vemw4?.1lf Operfl;ti.ons un4er cl~JJY&.l 2~1;>) 
(~) o.£ Upl~ A pftl}~.llu~e.$ gfth.~ l.lP.J.l~ 0~ ne~refj~nt~tJVes wa,.s ~y~~l­
tJ-ble to t4~ CQWIJilW~,!) Wlth rf}t.Q~~ t<t the S!,!bl~ct ~tt~r ~~cl,ftc:<,al\y 
addressed by H.R. 7862. . · 

.. 
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CHANGES IN EXISTING LAW 

In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as fpllows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italic, and existing law in which no 
change is propPsed is shown in roman): 

FARM: 'CRF..DIT Am OF 1971 

* * * * * * * 
SEc. 3.8. EumBILITY.-Any associa.tion of farmers, producers, or 

harvesters of aquatic products, or any federation of such associations, 
which is operated on a cooperative basis, and has the powers for proc­
essing, preparing for market, handling, or marketing farm or aquatic 
product~; <_>r for purchasing, t~sting, g:rading, pr~ce~sing, distribu~ing, 
or :furmshmg :farm or aquatic supphes or furmshmg farm busmess 
services or services to eligible cooperatives and conforms to either of 
the two following requirements : 

(a) no member of the association is allowed more than one 
vote because of the amount of stock or membership capital he 
may own therein ; ot 

(b) does not pay dividends on stock or membership capital in 
excess of such per centum per annum as may be approved under 
regulations of the Farro Credit Administration; and in any case 

(c) does not deal in farm products or aquatic products, or prod­
nets processed therefrom, farm or aquatic supplies, or farm busi­
ness services with or for nonmembers in an amount greater in 
value than the total amount of such business transacted bv it ·with 
or for members, excluding from the total pf member and non­
member business transactions with the United States or any 
a~ncy or instrumentality thereof or services or supplies fur­
mshed as a public utility; and 

(d) a percentage of the vpting control of the association not 
less than [80 per centum] 70 per aentwm, or such higher percent­
age as established by the district board is held by :farmers, pro­
ducers or harvesters of aquatic products, or eligible cooperative 
associations as defined herein ; 

shall be eligible to borrow from a bank :for cooperatives. 
SEc. 5.24. JumsnrCTioN.-Each institution of the Svstem shall for 

the purposes of jurisdiction be deemed to be a citizen of the State 
commonwealth, Pr District pf Columbia in which its principal office 
is located. 1[No district court of the United States shall have jurisdic­
tion of any action or suit by or against any production credit associa­
tion upon the ground that it was incorporated under this Act or prior 
Federal law, or that the United States owns any stock thereof, nor 
shall any distric~ court of the .United Sta~ have jurisd~ct~Pn, by re­
moval or otherwise, of any smt by or agamst such assoCiatiOn except 
in cases by or against the United States or by or against any officer of 
the United States or against any person over whom the courts o:f the 
State have no jurisdiction, and except in cases hv, or against any re­
ceiver or conservator of any such association appointed in accordance 
with the provisions o£ this Act.] 

0 
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94TH CoNGRESS 
1st Session } SENATE 

Calendar No. 531 
{ REPORT 

No. 94-554 

FARM CREDIT SYSTEM LOANS TO RURAL UTILITY 
COOPERATIVES 

DEcE~IBER 15, 1975.-0rdered to be printed 

Mr. McGovERN, :from the Committee on Agriculture and Forestry, 
submitted the :following 

REPORT 
[To accompany H.R. 7862] 

The Committee on ~1\.griculture and Forestry. to v;hich •vas referred 
the bill (H.R. 7862) to amend the Farm Credit Act o:f 1971 relating 
to credit eligibility :for cooperatives serving agricultural producers, 
and to enlarge the access o:f production credit associations to Federal 
district courts, having considered the same, reports :favorably thereon 
,vithout amendment and recommends that the bill do pass. 

SHoRT ExPLANATION 

The Farm Credit Act o:f 1971 requires that in order :for a coopera­
tiYe o:f :farmers, producers or harvesters o:f aquatic products or a :fed­
rration o:f such cooperatives to be eligible to receive loans :from the 
Banks :for Cooperatives o:f the Farm Credit System, at least 80 per­
cent o:f the voting control must be held by :farmers, producers or harv­
esteTs o:f aquatic products, or in the case o:f a :federated cooperative 
by eligible cooperative associations. H.R. 7862 lowers the minimum 
requirement :for rural electric, telephone, and public utility coopera-
tives to 70 percent. . 

The bill also amends the Farm Credit. Act o:f 1971 to eliminate the 
provision which prohibits production credit associations :from suing 
or being sued in Federal district courts. Thus, all Farm Credit institu­
tions-Federal land banks, Federal land bank associations, Federal 
intermediate credit banks, banks :for cooperatives, and production 
credit associations-will have the same access to the Federal district 
courts. 

57-010 
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BACKGROUND AND NEED FOR LEGISLATION 

I. 

The communities served by rural electric and telephone cooperatives 
are changing. . . 1 · · 1 

More and more nonfarm people and busmesses are ocatmg m rura 
areas. The Rural Development Act of 1~72 encourage~ such movement 
as beneficial to the economy of the N a bon. In prov1dmg farmers ade-

uate electric service, service frequently must be proy1ded for other 
~ectric consumers in the cooperative's chart~red ~erntory. Congress, 
in approving amendments to the Rural ;Electrificat.wn ~ct, has ad~pted 
a policy desioned to move rural electnc cooperatives mto the pnvate 
money markcls. Banks for Cooper~tives are among the "legally org::­
nized lending institutions" authonzed to make loans to rural electnc 
cooperatives. . . . o-

The proposed legislati~n mak~ the use of the new mm1mum votm,., 
control requirement optwnal w1tl;t ~3:c~ Bank: Any Bank that s_o 
chooses can adopt the 70 percent ehg1b1hty reqmrement .or one that IS 

more stringent. However, by making. availabl~ financmg for r:u_ral 
electric service to residents and establishments m farm COJ?lmumt~es, 
the Banks would strengthen their own earnings ~;>ase and the.Ir capacity 
to serve all farmer cooperatives. Rural electric .cooper~tlves would 
have an additional source of supplemental financmg :which may tend 
to reduce Government involvement in the rural electric and telephone 

program. · lt 1 The Banks currently are owned by some 4,000 agr1cu ura coopera-
tives of which 3,000 are active borrowers. There is no Federal money 

involved. . · t 1 h tl p The provision of H.R. 7862 relatmg to votmg con. ro . as 1e su -
port of the Farm Credit Administrati~n, most of the d1stnds that con~­
prise the Farm Credit System, the Umt~d States D~partmen~ of Agri­
culture, and the National Rural Electnc Cooperative Assocmtwn. 

II. 

H.R. 7862 also deletes language :from the Farm Credit ~1\..ct whic_h 
prohibits access to Federal district courts by productwn credit 
associations. . · 1 · h 11 

The Act contains, among several authorities, one w nc a ows pr~-
duction credit associations to make loans to produc~rs and l;arvest~rs 
of aquatic products. In making such loa_ns, production _credit asso<:la­
tions frequently find it prudent and desira~le to take he~,s on fish1~~ 
boats. These liens are called "preferred sh1p mortgag;es .. T~e !ll~n­
time laws of the United States, h?wever, place. exclusive ]Unsd~?h~m 
of the foreclosure of preferred ship mortgages m the Federal d1stnct 

coT~!· provision in the Act which states that the dis.trict co~rts .of. the 
United. States shall not have jurisdiction (exce,Pt 111 ce~tam h!fil~ed 
situations) of any suit by or against a produ~twn credit assoc1ah<?n 
presents substantial difficulties in enforcmg a he_n of a preferred ship 
mortgage and serves as an impedimen.t to finan<;mg fish~rmen. . . 

The amendment of the Act to permit ~roducti<.m credit assoc.mbons 
access to the Federal district courts wrll provide a mechamsm by 
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which the associations themselves can enforce a lien on ships if the 
need arises. The ability of a production credit association to take an 
enforceable lien on a fishing vessel, just as it now can on a :farmer's 
property, equipment, or livestock, will make credit service more 
readily avai~able to producers and harvesters of aquatic products. 
~he. adoptiOn of the amendment will also give production credit as­

sociat_rons tl~e. same access t~ the Federal district courts as is enjoyed 
by pnvate citizens, corporatiOns, and other legal entities. The amend­
ment was requested by the Governor of the Farm Credit Administra­
tion in a letter to Chairman Talmadge dated May 9, 1975. The De­
partment of Agriculture submitted a favorable report on August 13, 
1975. 

The provision has the endorsement of Federal intermediate credit 
banks and production credit associations involved in loans to pro­
ducers and harvesters of aquatic products, and there is no known 

-opposition thereto. · 

Subsection (a) amends section 3.8 (d) of the Farm Credit Act of 
1H71 so as to change one of the requirements applicable to rural elec­
tric, telephone, and public utility cooperatives which is a condition 
<:>.f eligib~lity for <:btainin~ financing from the Banks for Co?pe~a­
tives. Tlns subsectwn provides that not less than 70 percent ( m heu 
·of the curre?t requirement of 80 percent) of the voting control of 
the cooperative must be held by farmer'S or producers or harvesters of 
aquatic products or in the case of a federated cooperative b:v eligible 
·cooperative associations. The district board may establish· a higher 
percentage of voting control if it so elects. 

Subsection (b) deletes the provision in the Farm Credit Act which 
prohibits production credit associations (with a few limited excep­
tions) from bt;Jing able to sue or be sued in the Federal district courts. 

Cm:rMITTEl~ CoNSIDERATION 

l.1egislation similar to H.R. 7862 was introduced in the Senate in 
the 93d Congress and in the 94th Congress. 

During the 93d Congress, the Subcommittee on Agricultural Credit 
and Rural Electrifieation, of the Committee on Agriculture and For­
estr;v'. heard testimony on December 4, 1973, on S. 2150, a bill to reduce 
the farmer-membership percentage to 60 percent. 

Testimony was strongly in :favor of the more liberal eligibility pro-· 
vision. Accordingly, S. 2150 was reported by the full Committee De­
cember 12, 1973, and was approved without objection by the Senate 
on December 14, 1973. There was no action in the House of Repre­
sentatives on S. 2ln0 in the 93d Congress. 

A similar bill, S. 706, was introdi1ced in the Senate on February 18, 
1975, and referred to the Committee. The Committee noted a request 
:from Paul I. Enns, Chairman, Farm Credit Board of Berkeley, Cali­
fornia, that he be notified if hearings were scheduled on s~ 706, and a 
letter from Senator Quentin N. Burdick transmitting a letter from 
~asin Electric Power Cooperative, Bismarck, North Dakota, endors­
mg S. 706. 
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· H.R. 7862, as amended, was passed by the House of Representatives 
on November 4, 1975, and referred to the Senate Committee on Agri­
culture and Forestry on November 5. The bill was then referred to the 
Subcommittee on Agricultural Credit and Rural Electrification. The 
bill was reported from the Subcommittee to the full Committee on De­
cember 2. The Committee considered the bill and ordered it :favorably 
reported without amendment on December 3. 

ADMINISTRATION PosmoN 

I. 

The following letters recommending enactment of S. 706 were re­
ceived by the Committee: 

A. 

FARM CREDIT AmnNISTRATION, 
lV a$hington, D.O., May 2, 1975. 

Hon. HERMAN E. TALMADGE, 
Ohai1'man, Senate Committee on Agriculture and Forestry; .U.S. Sen­

ate, Wa$hington,D.O. 
DEAR 1\fR. CHAIRMAN: This is in response to your request .for a re­

port on S. 706, a bill to amend Public Law 92-181 (85 Stat. 583) relat­
mg to credit eligibility for public utility cooperatives serving produc.­
ers of food, fiber, and other agricultural products. 

The Federal Farm Credit Board, based on official action taken at its 
January 1975 meeting, favors enactment of such a bill for reasons 
hereinaft~r stated. 

S. '706 will primarily affect rural electric cooperatives in the event 
they should desire to borrow from the Banks for Cooperatives. 

In order to be eligible now, such cooperatives must have not less 
than 80 percent of their voting control in the hands of farmers. The 
proposed legislation will reduce that requirement to 60 percent, or 
whatever higher figure may be established by the district Farm Credit 
Board. 
N eecl for revi.sing elig-ibility 

The communities served by rural electric cooperatives are changing. 
More and more non-farm people and businesses are moving to rural 
areas. The Rural Development Act of 1972 encourages such movement 
as bene.ficial to the economy of rural areas. In providing farmers ade­
quate electric service, service must be provided for all other electric 
consumers in the cooperative's chartered territory as well. Congress, 
in approving the Rural Electrification Act, adopted a policy designed 
to move rural electric cooperatives into the private money markets 
and indicated that the Banks for Cooperatives are among the "legally 
organized lending institutions" authorized to make loans to rural 
electric cooperatives. A 1974 amendment to that Act anticipates in­
creasing needs of the rural electric program :for capita]. 

The needs are also recognized by the board of ·directors of the 
National Rural Electric Cooperative Association which supports this 
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proposal and by the affirmative vote of all10 R;ural Electric Cool?er~­
tive Regional boards. There is strong support for the proposal withm 
the Farm Credit Svstem although two o:f the twelve districts, the 
tenth (Houston) and eleventh (Berkeley) have indicated ?pposition. 

In addition, the proposal also has the support of the Umtecl States 
Department of Agriculture, and. a number of :far:n organizations. 

All available sources of financmg should be available to rural el~c­
tric cooperatives to expand their services and strengthen the economies 
of rural communities as a basis for agricultural production and rural 
living. 
Effect on Ruml Electric Cooperat-ives 

The proposal ~vill provi\1e credi~ potential ~or some 15~ .to 200 rural 
electric cooperatlves. It w1ll prov1de them With an additional s~mrce 
of supplemental financing, giving them greater choice of selectmg a 
lender. At the same time, it will not depreciate or detract from other 
private sour~es of credit, tho~gh it may tend to reduce Government 
involvement m the rural electric J?rogram. 

The change will also make jomt financi:t;.g,, with other .sources. of 
credit, for the large genera!ion and tr.ansnusswn c?operat1ves eas1er. 

It will enable rural electric cooperatives to bargam for better terms 
and lower costs than might be obtained in a more restricted market. 
So while onlv a limited number of rural electric cooperatives are 
expected to borrow, all such cooperatives will bene~t fror!l the P.ote~tial 
availability of credit from the :Banks for Cooperatives with thmr cl1rect 
access to the Nation's capital markets. 

Effect on the Banks for Cooperatives 

The enactment of legislation making it possible :for a greater number 
of rural electric cooperatives to borrow from the B~nks for Coope_ra­
tives will allow the Banks to further strengthen the1r loan portfolios. 
The credit risks among the rural electric cooperatives are minimal 
because: (a) they provide an irreplaceable public service for which 
there is no subst1tute and no serious threat of competition, (b) they 
have monopoly acce."!S to their market areas, (c) they have a regular 
cash flow that is not subject to major market fluctuations, and (d) 
annual audits and manage:trlent reports reviewed by the Rural Elec­
trification Administration provide reasonable assurance of efficient 
management. 

The proposed legislation is written so as to make its use optional 
with each Bank. Any Bank that so chooses can adopt the 60 percent 
eligibility requirement or one that is more stringent. However, by 
making available financing for rural electric service to residents and 
establishments in farm communities, the Banks would strengthen their 
own earnings base and their capacity to serve all farmer cooperatives. 

The Banks currently are owned by some 4,000 agricultural co­
operatives of which 3,000 are active borrowers. The proposal will not. 
detract from the ownership and control of the Banks by these coopera­
tives. Their eligibility for loans would not be changed. 
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Effect on Others 
. . an' cost to the U.S. Government. The 

The p~oposal will ;no; re:sul\l~e Binks for Cooperatives will p~y the 
cooperatives borrowm., frdm d the cost of making the loans avall.able. 
cost of the moneyb ~i~~~\i:arilv through the sale of bonds to pnvate 
I""oan funds a~ o t, . p ost to the Government. 
investors. This, tooz IS at no c . er t s of cooperatives will not be 

Loan funds availablefto ~~h l ?~ rural electric cooperatives are 
affected. Any amou;nts o .capl a. w I t rt be obtained from the 
justified in borrovnng, Wllll fm th~ ~f~r~fit ~vailable at any giwn 
''agency" mark~t .. The tota. amoun severai organizations from th~t 
time is competitively obtaiCed ~~atives like the other Farm Cre.(ht 
market, and the Banks for. r O?P . . . g' the loan funds they .reqmre. 
Banks, are extremely effectllelmtr~Is~~operatives is invested m rural 

xlonev borrowed by rura e ec ncn of life for all who live there 
America a~d helps enhflian~e tt,h~lq:aaigi.icultur~l productivity of the 
while makmg more e Cien 1 

Nation. 
Sincerely, w. ::M:. HARDING, Governor. 

B. 

DEPARTJ\fENT OF AGRICULTURE, 
OFFICE OF 'l'HE SECRETAR;Y, w-

Washington, D.O., Apnl19tu. 

Hon. HERJ\'IAN E. TALl\UDGE, . F , 
Chairman, Cornrmittee on Agrwulture and orestly, 

U.S. Senate. . . . . es onse to yonr request for a report 
DEAR MR. CHAIRMAN: ThdiPS ISblll_l rLapw 92-181 (85 Stat. 583) relating s 706 b'll "To amen u Ic · · d f 

on . d't 'l~ 'bility for public utility cooperatives servmg pro ucers o 
to ere I e Igi . l l d ts " 
food. fiber, and other agrwu tura pro uc · : d 

Tl~is Dep:,trtment recommends ~h:Jotl~r~ll~~eX:~~:r~ required to be 
By reducmg tl_te tercertagd o t t~is measure increases the number 

producers of a~rwu tura pro ue s~ eratives that will be eligible for 
of rural electnc and telephoCe co. P t' T The additional source of 
loans from the Bankb f~ £tPY~~iti~ lin~ ~vith the President~s 
credit would seen:t to e ne Cia t \Jso the pr l bill would 
policy for promotmg rutralfdtehvelopr:l~l~tric and tel phone coopera-
facilitate the movemen o e ru 
tives into the private money mt~rket. now privately financed, there 

Since Banks for Coopera Ives are . . 
ld b t t the Federal Government. b' . wou enocos o t d Budget advisi'S there is no o lec.h~m 

The Office of )-\'fanafgehl?en a~ from the standpoint of the Admmis­
to the presentation o t IS repo 
tration's program. 

Sincerely, J. PHIL CAl\'rPBEI,L, 
[Tnder Sec-retary. 

n. 
· d' t nt of the amendment 

The followin~ letterds. recomn:te~ mg a~~::s ~~ the Federal district 
givl,ng product~on ere 1t assoc13: Ion~ 
courts were recewed by the Committee . -
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A. 

FARJ.\-1 CREDIT ADl\IINISTRATION, 
Washington, D.O., ~v ay 9, 1975. 

Ron. HERMAX E. TALMADGE, 
Chairman, Senate Cowmittee on AgrioultuTe and Fm'estry, U.S. 

Senate, Washington, D.O. 
DEAR CHAIRMAN TALMADGE: The Federal Farm Credit Board, th1s~ 

Agency's top policy.r,naking h<?dy, has ~ndors~d ~he prop~al that :vo~ld 
enlarge the access roduct10n cre~1t assoCiatiOns to ] ederal d1s~r1Ct 
courts. This propo in bill form IS enclosed. It wot~d delete. fr~11 
current law those provisions which now preclude the 11 ederal d1stnct 
courts from entertaining actions by or against production credit asso­
ciations on the same footing as for other petitioners. 

There are 432 production credit associations throughout the United 
States which make loans to farmers, ranchers, and producers and har­
veSters of aquatic products. The Farm Credit Act of 1933, under which 
the prOduction credit associations >vere established, restricted their 
acc~ss to the Federal district courts. The argument against access was 
based on the remoteness of the Federal courts to farmers. Consequently, 
it was thought to be mor~ satisfactory to have the resolution of PCA 
matters in State courts. The ]'arm Credit Act of 1971, under which 
PCAs 'now operate, similarly restricts PCA access to the Federal dis­
trict courts except in limited circumstances. · 

This. proposal would simply amend the Farm Credit Act of 1971 
to eliminate any reStrictions on production credit associations to sue 
at1d be sued 'in Federal district courts. Then, all Farm Credit institu­
tions-Federal land banks, Federal land bank associations, Federal 
intermediate credit banks, banks for cooperatives, and production 
credit associations-will have the same access to the Federal district 
court system. 
Need 

The Farm Credit Act of 1971 contains, among several new authori­
ties, one which allows production credit associations to make loans tv 
producers and harvesters of aquatic products. In making such loans, 
production credit associations frequently find it prudent and desirable 
to take liens on fishing boats. These liens are called "preferred ship 
mortgages." The :Maritime laws of the United States, however, place 
exclusive jurisdiction of the foreclosure of preferred ship mortgages 
in the Federal district courts. 

One of the factors on which all PCA loan decisions are made involves 
collateral. The collateral needs are usually dictated by the strengths 
and weaknesses of other credit factors. The collateral taken must rea­
sonably protect the lender, provide the necessary control of equity 
and repayment, and leave the borrower a position to constructively 
manag.e his l.msiness. Under pre~nt circumstances, the difficulty in 
enforcmg a ben of a preferred ship mortgage, if that becomes neces­
sary, is an impediment to financing fishermen. 
Effect on production rJ1'edit associations 

The amendment of the Farm Credit Act to permit production credit 
associations access to the Federal district courts will provide a 
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mechanism by which the associations themselves can enforce a lieu on 
ships if the need arises. . . 

The adoption of the proposa~ wil~ also g1ve ;pCAs .t~e same access 
to the Federal district courts as 1s enJoyed by pnvate CitiZens, corpora· 
tions, and other legal entities. ' 
Effect on borrowers 

The ability of a production credit association to take an enforcea~le 
lien on a fishing vessel, just as it no:v can ~n a farmer's Eropert;r, equip­
ment or livestock will make credit serVIce more readily available to 
prod~cers and har'vesters of aquatic products. 
Effect on others 

The proposal, if e~acte~ into l3:w, will pe~t pers~ms an~ o~her 
entities to pursue their claims a~st production credit associatiOns 
in Federal district courts, if junsdictional elements are present, the 
same as if the defendent were not the PC.A. . 

Access to Federal district courts would result in little, if any, addi­
tional costs to PCAs. Improved. tra:nsportation and communications 
permit ready access to Federal distnct courts by everyone and, there­
fore, the proposal should not result in significant increased costs to 
litigating parties. . . 

The proposal has the endorsement of Federal intermediate credit 
banks and production credit associations involved in loans to producers 
and harvesters of aquatic products. No known opposition to the pro· 
posal exists and none is expected. . 

The Farm Credit Administration is authorized by the Farm Credit 
Act of 1971 to recommend legislative changes in the ;Act _directly to 
Congress. Therefore, it has not been necessary to subnnt this proposal 
to the Office of Management and Budget for clearance. 

Sincerely, 

Enclosure. 
W. M. HARDING, Governor. 

A BILL To amend the Farm Credit Act of 1971 to enlarge the access of produc­
tion credit associations to Federal district courts 

Be it enacted by tlie Senate and House of Representatime~ of the 
United States of AmMioa in Oo;tgress aBsembled~. ~hat sectiOn 5.24 
of the Farm Credit Act of 1971 1s amended by stnkmg out all after 
the first sentence. 

B. 

DEPAR'r:MENT oF Aamouvrmm, 
OFFICE OF THE SECRETARY' 

Hon. HERlfAN E. TALMADGE, 
W aBhington, D.O. August 19,1975. 

Ohairrnan, Committee on Agriculture and F01·estry, 
U.S. Senate, WaB.hington,D.O. 

DEAR MR. CHArmrAN : This is in response to your request for t~e 
Department's views on S. 1733, a bill "To amend the Farm Credit 
Act of 1971 to enlarge the access of production credit associations to 
Federal district courts." 
· The Department favors enactment of this bill. 
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The amendment provided by. the bill would simply amend the 
Farm Credit Act of 1971 to eliminate any restrictions on production 
credit associations to sue and be sued in Federal district courts. The 
1971 Act authorizes production credit associations to ;make loans to 
producers and harvesters of aquatic products. In makmg such loans 
they frequently find it desirable to take liens on fishing boats, called, 
"pre .. £erred ship mortgages." Exclusive jurisdiction of the foreclosure 
of preferred ship mortgages is placed in the Federal district courts 
bv the Maritime laws of the United States. Permitting the production 
c~edit association access to the Federal district courts would eliminate 
this impediment to financing fishermen. . 

·Since the Farm Credit Institutions are now privately financed, 
there would be no cost to the Federal Government. 

The Office of Mimagement and Budget advises there is no objection 
to the presentation of this report. 

Sincerely, 

CosT EsTil:t:ATE 

J. PmL CAMPBELL, 
UnAier Se01'etary. 

Pursuant to section 252 of the I.egislative Reorganization Act of 
1970, the Committee estimates that there would be no cost incurred 
by the Federal Government as a result of the enactment of this legis­
lation, since the Farm Credit institutions are privately financed. 

The Farm Credit Administration and the U.S. Department of 
Agriculture concur in this estimate. 

CHANGES IN ExrsTING LAw 

In compliance with subsection ( 4) of rule XXIX of the Standing 
Rule~ of the Senate~ changes in existing law made by the bill .are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman) : 

FARM CREDIT AcT OF 1971 

* * * * * * SEc. 3.8. ELIGIBILITY.-Any association of farmers, producers, or 
harvesters of aquatic products, or any federation of such associations, 
which is operated on a cooperative basis, and has the powers for proc­
essing, preparing for market, handling, or marketing farm or aquatic 
products; or for purchasing, testing, ~rading, processing, distributing, 
or furnishing farm or aquatic supplies or furnishing farm business 
services or services to eligible cooperatives and conforms to either of 
the two following requirements: 

(a) no member of the association is allowed more than one vote 
because of the amount of stock or membership capital he may 
own therein; or 

(b) does not pay dividends on stock or membership capital in 
excess of such per centum per annum as may be approved under 
regulations of the Farm Credit Administration; and in any case 

(c) does not deal in farm products or aquatic products, or prod· 
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ucts processed therefrom, farm or aquatic supplies, or farm busi~ 
ness services with or for nonmembers in an amount greater in 
value than the total amount of such business transacted by it with 
or for members, excluding from the total of member and non­
member business transact10ns with the United States or any 
agency or instrumentality thereof or services or supplies fur~ 
nished as a public utility; and 

(d) a percentage of the voting control of the association not 
less than 80 per centum ( 70 per centum in the case of rural electric, 
telephone, and public utility cooperatives), or such higher per­
centage as established by the district board is held by farmers, 
})I'oducers or harvesters of aquatic products, or eligible coopera~ 
tive associations as defined herein; 

snail be eligible to borrow from a bank for cooperatives. 

* * * * * * * 
SEc. 5.24. JurusDICTION.-Each institution of the System shall for 

the purposes of jurisdiction be deemed to be a citizen of the State 
commomvealth, or District of Columbia in which its principal office 
is located. [No district court of the United States shall have jurisdic­
tion of any action or suit by or against any production credit associa­
tion upon the ground that it was incorporated under this Act orlrior 
Federal law, or that the United States owns any stock thereo , nor 
shall any district court of the United States have jurisdiction, by re­
moval or otherwise, of any suit by or against such association except 
in cases by or against the United States or by or against any officer of 
the United States or against any person over whom the courts of the 
State have no jurisdiction, and except in cases by or against any re­
ceiver or conservator of any such association appointed in accordance 
·with the provisions of this Act.] 

• • • ... * * 
0 
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H. R. 7862 

RinttJ!,fourth «rongrtss of thr tlnitrd ~tatrs of 2lmrrica 
AT THE FIRST SESSION 

Begun and held at the City of Washington on Tuesday, the fourteenth day of January, 
one thousand nine hundred and seventy1ive 

To amend the Farm Credit Act of 1971 relating to credit eligibility 1'or coopera­
tives serving agricultural producers, and to enlarge the access of production 
credit associations to Federal district courts. 

Be it enacted by the Se'fl,(tte and HouJJe of Representatives of the 
United States of Amevica in Congress assembled, That the Farm 
Credit Act of 1971 (Public Law 92-181, 85 Stat. 583) is amended as 
follows: 

(a) Section 3.8 (d) is amended by inserting dter "8() per oentum" 
the following: " ( 70 per centum in the oase of ~rural electric, telephone, 
and public utility cooperatives)". 

(b) Section 5.24 is amended by striking out :all after the first 
sentence. 

Speaker of the House of Representatives. 

Vice President of the United States and 
President of the Senate. 

, 
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