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It has been said that "Nothing is so constant as change."
In recent years there have been great changes in farming and in
agricultural conditions and further changes are occuring rapidly.
Such changes and the unusual weather of the past summer have
focused attention on credit for farmers. A cooperative credit
system designed to serve all of the financial needs of the farmer
in his ownership and operation of farm lands has been devised
and organized and has been successfully operating for some
years. The purpose of this article is to outline the organization,
functions and operation of cooperative farm credit through the
agencies of the Farm Credit Administration.
The cooperative farm credit system consists of: Federal land
banks and national farm loan associations, which make longterm first mortgage loans on farm and timber lands; the production credit system, comprising production credit corporations
and production credit associations, which furnish short-term
credit to farmers for agricultural purposes; the intermediate
credit bank system, which is one for the rediscount of shortterm loans made for agricultural purposes; the cooperative bank
system, comprising banks for cooperatives, which make loans to
farmers' cooperative marketing and purchasing associations; the
District Farm Credit Boards; and the Farm Credit Administration which supervises the credit agencies of the system. It is
thought that this is a complete, dependable and permanent system for the furnishing to farmers on a cooperative basis of
various types of sound agricultural credit at reasonable rates of
interest and costs.
BEGINNING OF TIiE FARM BUREAU CREDIT SYSTEM

Federal land banks and national farm loan associations,
which are the oldest agencies of the Farm Credit Administration, were established pursuant to an Act of Congress known
as the Federal Farm Loan Act enacted in 1916. For some years
prior to the passage of that Act there had been a great demand
that Congress provide a rural credit system to supply the necessary capital for agricultural development. Agriculture had become an industry and as such was in need of capital at low rates
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of interest and upon long terms in order to keep pace with other
lines of business that were well organized and well financed.
Credit was much more readily available to business concerns,
whose financial status was easily ascertainable, than to farmers,
who operate usually in their own individual ways and whose
income is at times subject to conditions beyond their control.
Consequently the problem which first confronted Congress was
how to provide a means of furnishing necessary long term credit
to farmers on the security of mortgages on farm lands.
The papers and periodicals of the day were devoting much
space to the rural credit systems of Europe. In 1913 the United
States Commission appointed by the President, in conjunction
with a commission working under the auspices of the Southern
Commercial Congress, toured Europe for the purpose of studying those systems. The report of the United States Commission
was published as Senate Document No. 204, 6 3 d Congress,
First Session. At the close of the 63d Congress a joint committee of the House and Senate was appointed to make further
investigation of the subject and report back a bill for consideration by the Congress. The report of this committee, Document
No. 494, 64th Congress, contains a draft of a bill recommended
by the committee, which bill, in the main, is the Federal Farm
Loan Act, though there have been various amendments to it
since its enactment in 1916.
The plan incorporated in the bill which became the Federal
Farm Loan Act 1 was for the establishment of a system of twleve
cooperative farm mortgage banks in order to provide a medium
through which investors could purchase bonds collaterally secured by large numbers of farm mortgages. The purpose of the
Act, as stated in its title, was: "To provide capital for agricultural development, to create standard forms of investment based
upon farm mortgage, to equalize rates of interest upon farm
loans, to furnish a market for United States bonds, to create
Government depositaries and financial agents for the United
States, and for other purposes."
The primary considerations in devising a system of federal
land banks and national farm loan associations were, as stated
in the report of the Senate Committee on Banking and Currency :?
1. Absolute safety and attractive income to the investors.
2. Low interest rates, long-term mortgages, and amortization payment for the farmer.
1. Federal Farm Loan Act, 39 STAT. 360 (1916), 12 U.S.C. § 641 (1946).
2. SEN. REP. No. 144, 64th Congress, 1st Sess. (1916).
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3. Low cost of administration.
4. Simplicity of organization and operation.
5. Adaptability to every part of the country.
6. Stimulation to the cooperative spirit.

The report of the Senate Committee on the bill which became the Federal Farm Loan Act pointed out the difficulty of
the farmer in securing capital from local lenders and the abundant supply of money seeking a safe and reasonably liquid longterm investment at low interest rates.
Section 3 of the Federal Farm Loan Act provided for the
establishment in the Department of the Treasury of a bureau
charged with the execution of the Act and of all Acts amendatory thereof, known as the Federal Farm Loan Bureau, under
the general supervision of the Federal Farm Loan Board, which
was also provided for by the Act. The Federal Farm Loan
Board consisted of the Secretary of the Treasury and four members appointed by the President. The Act provided for dividing
continental United States, exclusive of Alaska, into twelve districts, to be known as federal land bank districts, for the chartering of twelve corporations to be known as federal land banks,
one to be located in each of the twelve land bank districts, and
also for the chartering of corporations known as national farm
loan associations. The Act provided that the name of each
federal land bank should include the name of the town or city
in which located. The States of North Carolina, South Carolina, Georgia, and Florida were designated by the Federal Farm
Loan Board as the Third Federal Land Bank District. The
twelve federal land banks were chartered by that board. The
Federal Land Bank of Columbia was chartered on March I6,
1917. The Rome National Farm Loan Association, which was

chartered June 7, 1917, was the first such association organized
in Georgia. The Federal Land Bank of Columbia makes first
mortgage loans on farm and timber lands through the national
farm loan associations located in the Third Federal Land Bank
District, now known as the Third Farm Credit District.
FEDERAL LAND BANKS AND
NATIONAL FARM LOAN

ASSOCIATIONS

Each federal land bank and national farm loan association has
a board of directors, officers, and employees.
Federal land banks and national farm loan associations have
the general corporate powers that corporations ordinarily have,
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such as those relating to a corporate seal, corporate succession,
the making of contracts, suing and being sued, and incidental
powers. Those powers are enumerated in section 4 of the
Federal Farm Loan Act?
Federal land banks have, under the Federal Farm Loan Act,
as amended, certain specific enumerated powers which they may
exercise subject to the limitations and requirements in the Act
as amended. Among those powers are:'
i. To issue and sell federal farm loan bonds.
2. To invest their funds in first mortgages on farm lands subject to and in accordance with the limitations in the Act as
amended and to deposit in trust with the Farm Loan Registrar
of the farm credit district such first mortgages to be held by him
as collateral security for federal farm loan bonds issued by the
federal land banks.
3. To deposit securities and funds with any member bank of
the Federal Reserve System.
4. To borrow money severally, or jointly and severally with
one or more other federal land banks, to give security therefor,
and to pay interest thereon.
S. To buy and sell obligations of the United States and certain other securities.

6. To charge applicants for loans and borrowers, under rules
and regulations promulgated by the Farm Credit Administration, reasonable fees not exceeding the actual cost of appraisal
and determination of title.
7. To make loans to other federal land banks upon such
terms and conditions as may be approved by the Farm Credit
Administration.
Section 2 of the Federal Farm Loan Act provides: "Wherever the term 'first mortgage' is used in this subchapter it shall
be held to include such classes of first liens on farm lands as
shall be approved by the Farm Credit Administration, and the
credit instruments secured thereby." Under this provision of the
Act the Farm Credit Administration, and its predecessor the
Federal Farm Loan Board, approved the use by federal land
banks of deeds of trust and deeds to secure debt as well as mortgages to secure loans by the banks. Furthermore, the regulations
issued by the Farm Credit Administration regarding general
title requirements for federal land bank loans state: "A federal
3. 12 U.S.C. § 676.
4. 12 U.S.C. §§ 781, 875.
5. 12 U.S.C. § 642.
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land bank is authorized to make mortgage loans secured by such
lien upon such interests in farm real estate as may reasonably be
considered to be adequate to afford the security of a first lien
upon the rights and interests on which the loan is predicated
representing ownership requisite to the pursuit of agriculture on
the farm real estate."
Section 12 of the Federal Farm Loan Act, as amended,'
enumerates the terms and conditions of federal land bank loans,
some of which are as follows:
First. Federal land bank loans shall be secured by duly recorded first mortgages on farm lands within the farm credit
district in which the bank is situated.
Second. Every mortgage securing such loan must contain an
agreement providing for the repayment of the loan on an amortization plan under which the loan will be paid within an agreed
period of not less than five nor more than forty years but the
bank may agree to accept payment of a loan in whole or in part
at any time. (Most loans are now made with maturities of
twenty years or more.)
Third. Under the Act as amended the contract interest rate
on such loans made through national farm loan associations
may not be more than i per cent above the interest rate on the
last series of federal farm loan bonds issued by the bank making
the loan, except with the approval of the Governor of the Farm
Credit Administration; and in no case may the interest rate exceed 6 per centum per annum. Defaulted payments of principal
and interest bear interest from due date until paid at a rate not
exceeding 6 per centum per annum. (On loans made by The
Federal Land Bank of Columbia the present rate of interest is
5 per centum per annum on unmatured principal and 6 per
centum per annum on matured principal and interest not paid
when due.)
Fourth. Loans may be made only for the following purposes:
(a)

To provide for the purchase of land for agricultural uses.

(b)

To provide for the purchase of equipment, fertilizers, and livestock necessary for the proper and reasonable operation of
the mortgaged farm.

(c)

To provide buildings and for the improvement of farm lands.

(d)

To liquidate indebtedness of the owner of the land mortgaged
incurred for agricultural purposes, or incurred for any purpose at least two years prior to the date of the application for
the loan.

(e)

To provide the owner of the land mortgaged with funds for

general agricultural uses.
6. 12 U.S.C. § 771.
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Fifth. No loan shall exceed 65 per centum of the normal
agricultural value of the farm mortgaged as determined by an
appraisal made by a Land Bank Appraiser. In the making of
such an appraisal the value of the farm for agricultural purposes shall be the basis of the appraisal and the normal earning
power of the farm shall be a principal factor.
Sixth. No loan may be made to any person who is not at the
time, or shortly to become, engaged in farming operations, or
to any other person unless the principal part of his income is
derived from farming operations. Loans may be made only. to
individuals except that a loan may be made to a corporation
engaged in the raising of livestock under certain conditions.
Seventh. The amount of loans to any one borrower may not
exceed a maximum of $ioo,ooo but loans to any one borrower
shall not exceed $25,000 unless approved by the Land Bank
Commissioner, nor shall any one loan be for less than $ioo but
preference shall be given to applications for loans of $IO,OOO
and under.
Paragraph eleven of section 12 of the Federal Farm Loan
Act as amended 7 provides that no loan or the mortgage securing
the same shall be imparied or invalidated by reason of the exercise of any power by any federal land bank or national farm
loan association in excess of the powers granted by the Act or
any limitations thereon.
Among the special powers of national farm loan associations
enumerated by section i i of the Federal Farm Loan Act as
amended 8 are the following:
1.

To endorse and thereby become liable for the payment of mortgages taken from the association's shareholders by the federal
land bank of its district.

2. To receive from the federal land bank of its district funds advanced by the bank and to deliver said funds to its shareholders upon receipt of the first mortgages to the federal land
bank qualified under the Act.
3. To fix reasonable initial charges to be made against applicants
for loans and to borrowers in order to meet the necessary expenses of the association provided that such charges do not exceed the amounts fixed by the Farm Credit Administration and
shall in no case exceed 1 per centum of the amount of the loan

applied for; also the power to acquire and dispose of property,
real and personal, that may be necessary or convenient for the
transaction of its business.
7. Ibid.
8. 12 U.S.C. § 761.
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Whenever empowered by the federal land bank of its district, the
association has the power to collect and pay over to the bank
amounts payable to the bank under the terms, conditions and
covenants of all mortgages by the association's shareholders to
the bank.

CAPITAL STOCK OF FEDERAL LAND BANKS
AND NATIONAL FARM LOAN ASSOCIATIONS

The shares of capital stock of national farm loan associations
and of federal land banks are of the par value of $5.oo each.
No person but borrowers from the federal land bank on mortgages on farm or timber land may be members or shareholders
of the national farm loan association. A borrower from the
bank through the association applies for membership in the
association and subscribes for shares of stock in the association
in an amount equal to 5 per centum of the face of the loan

applied for by him. If the applicant for a loan is elected to
membership in the association and the loan is made by the
federal land bank, the borrower becomes the owner of one share
of capital stock in his association for each $ioo of the amount
of his loan, or any major fractional part thereof. The association endorses and becomes liable to the federal land bank for
the payment of each loan made by the bank to its members, and
the association subscribes for and obtains stock in the federal
land bank in the amount of $s.oo for each $ioo of the amount
of the loan or major fraction thereof. The stock of the borrower in the association is, pursuant to the Act, pledged to the association as security for the payment of the loan and the corresponding stock of the association in the bank is pledged to the
bank as collateral security for the payment of the loan. Upon
the payment of the loan in full the stock of the borrower in the
association and the corresponding stock of the association in the
bank are paid at par and retired?
The initial capital stock of $9,ooo,ooo of the twelve federal

land banks, according to the Federal Farm Loan Act, was to
be provided by private subscriptions or, if such subscriptions
were insufficient, by the federal government. A total of $8,892,130 of the initial capital stock was subscribed by the government. During the 1920's more than 99 percent of the original
government capital was returned. Later, in 1932, because of the
unprecedented depression the government again subscribed to
capital stock in the twelve federal land banks in the total amount
of $125,ooo,ooo, all of which was fully retired and repaid by

June, 1947. The twelve federal land banks are now entirely
9. 12 U.S.C. § 731, et seq.
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owned by the national farm loan associations. The capital stock
of all national farm loan associations has always been entirely
owned by their farmer-member stockholders who are borrowers
from the federal land banks.
Since September 17, 1937, every national farm loan association shareholder has had only one vote at all elections of directors and in deciding questions at meetings of shareholders."
Shareholders of a national farm loan association are not individually responsible for any contract, debt or engagement of
such association entered into after June i6, 1933, but the stock
owned by them in the association is responsible therefor."
Federal land banks and national farm loan associations are
cooperative organizations. 2
RESERVES AND DIVIDENDS OF FEDERAL LAND BANKS
AND NATIONAL FARM LOAN ASSOCIATIONS

The cooperative features of the federal land bank and national farm loan association system are further emphasized in the
law which provides for the payment of dividends on stock held
by the national farm loan associations in the federal land banks
and by federal land bank borrowers in their national farm loan
associations after adequate provision has been made for reserves.
Section 23 of the Federal Farm Loan Act 3 provides that
"Every federal land bank shall semiannually carry to reserve
account a sum not less than So per centum of its net earnings
until said reserve account shall show a credit balance equal to
the outstanding capital stock of said land bank. After said reserve is equal to the outstanding capital stock IO per centum of
the net earnings shall be added thereto semiannually. Whenever
said reserve shall have been impaired it shall be fully restored
before any dividends are paid. After deducting the So per
centum or the io per centum directed to be deducted for credit
to reserve account by section 9oi of this title, any federal land
bank may declare a dividend or dividends to shareholders of
the whole or any part of the balance of its net earnings, but
only with the approval of the Farm Credit Administration."
Section 24 of the Federal Farm Loan Act 4 provides that
10. 12 U.S.C. § 732.
11. 12 U.S.C. § 744 (a).
12. Smith v. Kansas City Title & Trust Co., 255 U.S. 180, 41 S.Ct. 243, 65

L.Ed. 577 (1921). The Federal Land Bank of Columbia v. Gaines, 290

U.S. 247, 54 S.Ct. 168, 78 L.Ed. 298 (1933). Knox National Farm Loan
Assn. v. Phillips, 300 U.S. 194, 57 S.Ct. 418, 81 L.Ed. 599 (1937).

13. 12 U.S.C. §§ 901 (a), 902 (a).
14. 12 U.S.C. §§ 911,912, 913.
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"Every national farm loan association shall, out of its net earnings, semiannually carry to reserve account a sum not less than
lO per centum of such net earnings until said reserve account
shall show a credit balance equal to 25 per centum of the outstanding capital stock of said association. After said reserve has
reached the sum of 25 per centum of the outstanding capital
stock, S per centum of the net earnings shall be semiannually
added thereto. Whenever the reserve shall have been impaired
it shall be fully restored before any dividends are paid. After
deducting the io per centum or the 5 per centum hereinabove
directed to be credited to reserve account, said association may
at its discretion declare a dividend to shareholders of the whole
or any part of the balance of said net earnings: Provided, that
the declaration and payment of any such dividend shall be subject to the approval of the Land Bank Commissioner."
The reserves of federal land banks and of national farm
loan associations are required by the Federal Farm Loan Act to
be invested in accordance with rules and regulations prescribed
by the Farm Credit Administration. 5
During the fiscal year commencing July I, i95o, and ending
June 30, I95I, the twelve federal land banks declared dividends
on their stock totaling $9,5oo,ooo. The associations in turn can,
with the approval of the Land Bank Commissioner, declare and
pay dividends to their stockholders after provision is made for
reserves as required by the above stated provisions of the Federal Farm Loan Act. The Federal Land Bank of Columbia has
paid four consecutive dividends to the 72 national farm loan
associations in the Third Farm Credit District during the past
four years.
APPRAISALS

Before a loan may be made by a federal land bank the property offered as security must be appraised by a land bank appraiser, and a written report made thereon. Land bank appraisers are appointed by the Farm Credit Administration. They
are not officers or employees of the federal land banks or national farm loan associations but are "public officials" and during their continuance in office may not have any connection with
or interest in any other institution, association, or partnership
engaged in banking or in the business of making land mortgage
loans or selling land mortgages. 6
Land bank appraisers perform their duties under the supervision of the Land Bank Commissioner and he fixes their compensation.
15.
16.

12 U.S.C. §§ 902 (c), 914.
12 U.S.C. § 656.
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LOAN PROCEDURE

Each national farm loan association has a board of directors
and a loan committee. An applicant for membership in the association and for a federal land bank loan may become a member of the association by a majority vote of the directors of the
association or by the loan committee of the association where
that committee has been empowered to elect applicants to membership. His application for a loan must first be approved by the
association loan committee which makes, or causes to be made,
such investigation as it may deem necessary as to the character
and solvency of the applicant, and the sufficiency of the security
offered. The loan committee may request a report on the value
of the security by a land bank appraiser, in which event the appraiser makes the investigation and a written report thereon to
the association upon the security offered. The committee then
makes a written report on the basis of the results of its investigation or investigations and shall, if it concurs in the report,
approve the same in writing. No loan may be made by the
federal land bank unless the report of the association's loan
committee is favorable. A loan may not be made in excess of 65
per cent of the normal agricultural value of the farm offered
as security as determined by a land bank appraiser, nor may
the loan exceed the amount approved and recommended by the
association's loan committee. The association endorses and becomes liable to the bank for each loan made by the bank to its
members.
FEDERAL LAND BANK OF COLUMBIA FOREST LOANS

The Federal Land Bank of Columbia makes first mortgage
loans on forest as well as farm lands. Forest loans are of special
interest and the following is the basis of apprasial for such loans:
After appraising the farm and completing an appraisal of the
timber, the Land Bank Appraiser determines the normal value of
the property. In determining the normal value, the appraiser considers the condition of the timber, the probable growth rate and
the income that a typical owner could expect under normal conditions. Normal value is considered as the amount a typical purchaser
would, under usual conditions, be willing to pay and be justified
in paying for the property for customary uses, with the expectation
of obtaining average production and receiving normal prices for
farm crops and timber and forestry products.

The same limitations as to percentage of value, amount of
loan, and term of years apply to forest loans as apply to loans
on farm lands.
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The Federal Land Bank of Columbia now has outstanding
in the four states of the 3 rd Farm Credit District more than
$io,ooo,ooo of forest loans. During the calendar year 1952 the
total amount of forest loans made by the bank was over $6oo,ooo of which over half was made in Georgia.
FEDERAL FARM LOAN BONDS

Federal land banks do not lend government money. They
procure money to lend to farmer members of the national farm
loan associations through the issuance and sale to the investing
public either individually by a federal land bank of its own bonds
or through the issuance jointly by all of the twelve federal land
banks of consolidated bonds. The authority of the twelve banks
to issue jointly consolidated bonds is pursuant to section 308
of the Agricultural Credits Act of 1923 which amended section
2 1 of the Federal Farm Loan Act. 7 All twelve federal land
banks are jointly and severally liable for the payment of consolidated federal farm loan bonds issued jointly by them."0 Bonds issued by federal land banks, whether issued by one bank or by
twelve federal land banks, are known as federal farm loan bonds.
Their issuance and sale to the investing public is subject to the approval of the Farm Credit Administration. The procedure and
authority for the issuance of the bonds and special features of
the bonds are contained in the Federal Farm Loan Act as
amended 9 The bonds are sold to the investing public through
a common selling agency selected by the banks, known as the
Fiscal Agent, whose office is located in the money markets of
New York City. In the case of federal farm loan bonds issued individually by one federal land bank, that federal land bank is
primarily responsible and liable for the payment thereof including the interest thereon, but the other eleven federal land
banks are liable for the payment of such bonds if the bank
which issued them defaults in the payment thereof. In the case
of such default by a bank which issued its own farm loan bonds,
the Farm Credit Administration has the power to make assessments against the other eleven federal land banks for the payment of their proportionate part of the bonds." For some years
it has been the practice of the federal land banks to issue jointly consolidated federal farm loan bonds instead of for each
bank to issue individually its own federal farm loan bonds.
The law requires that the collateral security for federal farm
17.
18.
19.
20.

12
12
12
12

U.S.C.
U.S.C.
U.S.C.
U.S.C.

§ 875.
§ 876.
§§ 851-899.
§ 872.
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loan bonds shall be at least equal in amount to the bonds issued
and shall consist of (i) notes secured by mortgages or purchase
money mortgages on farms, or contracts for the sale of farms;
provided any such mortgage, purchase money mortgage, or contract constitutes a first lien on the farm, or its equivalent from
a security standpoint as determined by the Farm Credit Administration, and the unpaid balance thereof at the time of
pledge is not in excess of 65 per cent of the normal agricultural
value of the farm, as determined upon appraisal made pursuant
to the Federal Farm Loan Act; or (2) United States Government obligations, direct or fully guaranteed, or cash. 1 Such
mortgages, purchase money mortgages, and contracts may remain pledged as eligible collateral even though installments of
principal or interest thereon become past due or are extended.
Payments of principal of mortgage loans made by federal
land banks pledged as collateral security for the payment of farm
loan bonds constitute a trust fund in the hands of the bank receiving them and are required to be applied or employed for
specific purposes, including the making of other loans secured
by first mortgages on farm lands which meet the loan requirements of the Act, the payment of farm loan bonds issued by or
on behalf of the banks as they mature, the purchase of farm
loan bonds, United States Government bonds, and the other
purposes specified in the Federal Farm Loan Act as amended. 2
There is no liability of the Government of the United States
for the payment of federal farm loan bonds either as to principal or interest and the bonds so state on their face. The bonds
are not government obligations and are not guaranteed by the
government, though the Federal Farm Loan Act provides that
the bonds are instrumentalities of the Government of the United
States and as such they and the income derived therefrom are
exempt from federal, state, municipal and local taxation. However, interest on federal farm loan bonds is not exempt from
taxation by the United States Government and neither the gain
from the sale or other disposition of such bonds nor the transfer
of the bonds for inheritance, gift, etc., is exempt from federal,
state, municipal and local taxation. However, interest on federal
farm loan bonds is not exempt from taxation by the United
States Government and neither the gain from the sale or other
disposition of such bonds nor the transfer of the bonds for inheritance, gift, etc., is exempt from federal or state taxation.23
The Federal Farm Loan Act provides that farm loan bonds
issued by federal land banks shall be a lawful investment for
21. 12 U.S.C. §§ 855, 857.
22. 12 U.S.C. § 897.
23. 31 U.S.C. § 742 (a).
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all fiduciary and trust funds, and may be accepted as security for
all public deposits, that any member bank of the Federal Reserve System may buy and sell farm loan bonds, and that any
Federal Reserve Bank may buy and sell farm loan bonds to
the same extent and subject to the same limitations placed upon
the purchase and sale by said banks of state, county, district,
and municipal bonds under section 355 of Title 12 of the U. S.
Code. 2' Federal farm loan bonds are also eligible as security
for government deposits and for postal savings funds.
Under various state laws, including Georgia, subject to some
limitations therein as to amounts which may be purchased, federal farm loan bonds are eligible for investments by savings
banks and are eligible for investment of trust funds.
The twelve federal land banks have recently issued and sold
2%2% consolidated federal farm loan bonds in the amount of
$ioo,5oo,ooo dated January 2, 1953, maturing November i,
1954, and 2Y% consolidated federal farm loan bonds in the
amount of $131,ooo,ooo dated January 2, 1953, maturing May
I, 1958.
FARM

LOAN

REGISTRARS

A Farm Loan Registrar is appointed for each farm credit
district by the Farm Credit Administration pursuant to the
Federal Farm Loan Act. He is a public official. He receives
applications for the issuance of federal farm loan bonds by federal land banks and applications for the issuance of collateral
debentures by federal intermediate credit banks. He is custodian
of notes, mortgages and other collateral deposited with him
in trust by federal land banks as security for federal farm loan
bonds, and of notes, mortgages and other collateral deposited
with him by federal intermediate credit banks as security for
federal intermediate credit bank debentures. He is also the
custodian for loan notes, mortgages and other documents of
the banks for cooperatives, pursuant to section 37 of the Farm
Credit Act of 19332' and regulations of the Farm Credit Administration.
FEDERAL INTERMEI)IATE

CRFDIT BANK SYSTFM

There are twelve federal intermediate credit banks, one located in each of the twelve farm credit districts. The one in
the Third Farm Credit District is known as the Federal Intermediate Credit Bank of Columbia. Those corporations were
24.
25.

12 U.S.C. §§ 941, 942, 943.
12 U.S.C. § 1134 (m).
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organized and chartered in 1923 under an Act of Congress
known as the Agricultural Credits Act of 1923, which amended
the Federal Farm Loan Act.26 They operate under that Act as
amended and all of their capital stock is owned by the Government of the United States. The purpose of those banks is to
furnish for agriculture a system for the rediscount of short-term
or intermediate credit loans made to farmers for livestock and
other agricultural purposes in much the same manner as Federal
Reserve Banks serve as a medium of rediscount for loans made
by banks to industry. Their principal powers are set forth in
section 202 (a) of the Federal Farm Loan Act as amended."
Under that Act, as amended, federal intermediate credit banks
may, subject to such restrictions, limitations, and conditions as
may be imposed by the Farm Credit Administration not inconsistent with the Act:
i. Discount for, or purchase from, any national bank, and/or
any state bank, trust company, agricultural credit corporation,
incorporated livestock loan company, savings institution, cooperative bank, credit union, cooperative association of agricultural producers, organized under the laws of any State or of
the Government of the United States, and/or any other federal
intermediate credit bank, with its endorsement, any note, draft,
bill of exchange, debenture, or other such obligation the proceeds of which have been advanced or used in the first instance
for any agricultural purpose or for the raising, breeding, fattening, or marketing of livestock; and to make loans or advances
direct to any such organization, secured by such obligations; discount for, or purchase from, any production credit association
or bank for cooperatives organized under the Farm Credit Act
of 1933,21 with its indorsement, any note, draft, bill of exchange, debenture, or other such obligation presented by such
association or bank; and make loans and advances direct to any
such association or bank secured by such collateral as may be
approved by the Governor of the Farm Credit Administration.
2. Buy or sell, with or without recourse, debentures issued
by any other federal intermediate credit bank.

3- Make loans or advances direct to any cooperative association organized under the laws of any state and composed
of persons engaged in producing, or producing and marketing,
staple agricultural products, or livestock, if the notes or other
such obligations representing such loans are secured by ware26. 12 U.S.C. §§ 1021-1129.
27. 12 U.S.C. § 1031.
28. 12 U.S.C. c. 7, sub. cs. IV, V, and VI.
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house receipts, and/or shipping documents covering such products, and/or mortgages on livestock, and/or such other collateral as may be approved by the Governor of the Farm
Credit Administration; provided that no such loan or advance,
when secured only by warehouse receipts and/or shipping documents, and/or mortgages on livestock, shall exceed 75 per
centum of the market value of the products covered by said
warehouse receipts and/or shipping documents, or of the livestock covered by said mortgages; and accept drafts or bills
of exchange issued or drawn by any such association when secured by warehouse receipts and/or shipping documents covering
staple agricultural products, at such rates of commission as
may be approved by the Governor of the Farm Credit Administration.
The law provides that loans, advances, or discounts shall have
a maturity at the time they are made or discounted by the federal intermediate credit bank of not more than three years, 9
but under the regulations issued pursuant to the law the maturities should coincide, as nearly as may be practicable, with the
usual time for marketing the crops or livestock from which the
liquidation is expected, and the maturities of such notes usually
should not exceed a period of twelve months.
In addition to the specific powers above mentioned conferred
upon federal intermediate credit banks, they also have all the
usual general corporate powers of corporations, including the
power to sue and be sued both in law and equity, and for the
purposes of jurisdiction each such bank shall be deemed to be a
citizen of the state where it is located. Furthermore, each such
bank has power to acquire and dispose of such property, real or
personal, as may be necessary or convenient for the transaction
of its business."
Federal intermediate credit banks, when designated for that
purpose by the Secretary of the Treasury, shall act as fiscal
agents of the United States Government and perform such
duties as shall be prescribed by the Secretary of the Treasury.3
Federal intermediate credit banks also have the power, subject to the approval of the Farm Credit Administration, to borrow money and to issue and sell collateral trust debentures or
other similar obligations with a maturity at the time of issue
of not more than five years, which shall be secured by at least
a like face amount of cash, United States Government bonds,
Federal Farm Mortgage Corporation bonds, or notes and other
obligations discounted or purchased or representing loans made
29. 12 U.S.C. § 1033.
30. 12 U.S.C. § 1023.
31. 12 U.S.C. § 1024.
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by federal intermediate credit banks pursuant to the Act, but
the aggregate amount of the outstanding debentures and similar
obligations issued individually by any federal intermediate
credit bank, together with the amount of consolidated debentures
issued for its benefit and account, shall not exceed ten times the
surplus and paid-in capital of such bank."
Each federal intermediate credit bank may individually issue
its own debentures or may with the other eleven federal intermediate credit banks issue consolidated debentures, which latter debentures are the joint and several obligations of all twelve
of the federal intermediate credit banks. For some years it has
been the practice of the banks to issue only consolidated debentures. The debentures are sold to the investing public through
a common selling agency selected by the banks and known as the
Fiscal Agent, whose office is33 located at the center of the money
market in New York City.
The twelve federal intermediate credit banks have recently
issued and sold 2Y8 per cent consolidated debentures in the
amount of $83,ooo,ooo, dated January 2, I953, and maturing
October I, 1953, to meet their loan needs for the month of
January, 1953.
Federal intermediate credit bank debentures, and the income
derived therefrom, are exempt from state, municipal, and local
taxation; provided, however, the income derived from these
debentures, and gain from the sale or other disposition thereof,
are subject to all taxation now or hereafter imposed under the
Internal Revenue Code, or laws amendatory or supplementary
thereto.
The debentures are instrumentalities of the Government of
the United States but the Government has no liability, direct or
indirect, for any of the debentures issued by federal intermediate
credit banks and the debentures contain language to that effect. 3
It is through the sale of debentures to the investing public
that federal intermediate credit banks receive most of the funds
with which to discount obligations for local lending institutions and make loans or advances to them secured by notes and
security instruments of farmers evidencing and securing agricultural loans. While all of the capital stock of federal intermediate
credit banks is owned by the. United States Government and
there is no provision for the ownership of capital stock of federal intermediate credit banks by anyone other than the Government, the banks do not lend government money or discount obligations with government money.
32. 12 U.S.C. § 1041.
33. 12 U.S.C. § 1044.
34. 12 U.S.C. §§ 1043, 1111.
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Under the Act authorizing the creation of federal intermediate credit banks, all debentures issued by them are lawful
investments, and may be accepted as security, for all fiduciary
trust, and public funds, the investment or deposit of which shall
be under the authority or control of the United States or of any
officer or officers thereof. 5
Under Section 13 (a) of the Federal Reserve Act as amended,
federal intermediate credit bank debentures are eligible for
purchase by Federal Reserve Banks, 6 national banks may invest in federal intermediate credit bank debentures without regard to the statutory limitations and restrictions generally applicable to investment securities.
Under various state laws, federal intermediate credit bank
debentures are lawful investments, and are authorized to be accepted as security, by fiduciaries, insurance companies and banks.
In Georgia banks may invest in such debentures in a total amount
not to exceed at any one time io per cent of the capital and unimpaired surplus of the investing bank.
In Georgia insurance companies may invest in federal credit
bank debentures in an amount not exceeding "io per cent of the
securities of any single corporation" and not exceeding "to per
cent of the assets of any insurance company.""3
In Georgia trust companies may invest in federal intermediate
credit bank debentures.39
In Georgia trustees may invest in such debentures provided
such investment is approved by the court," and fraternal benefit
societies may likewise make such investments.41
Federal intermediate credit banks do not make loans to individuals but they provide funds for the seasonal production,
processing, and marketing of crops and livestock by extending
credit to financing institutions, including production credit associations organized under the Farm Credit Act of 1933, national and state banks, agricultural credit corporations, incorporated livestock loan companies, and other similar financial
institutions, with their endorsement. Although these banks are
authorized to lend to farmers' cooperative associations, loans
to such associations are generally made by the banks for cooperatives, organized under the Farm Credit Act of 1933,
which latter banks may from time to time borrow from and
35.
36.
37.
38.
39.
40.
41.

12 U.S.C. § 1045.
12 U.S.C. § 350.
GA. CODE ANN. § 13-2023 (Supp. 1951), and 1937 Ruling of Georgia
Superintendent of Banks, which classified federal intermediate credit
debentures as investment securities.
GA. CODE ANN. §§ 56-224 (f) and (g), 56-226 (Supp. 1951).
GA. CODE ANN. § 109-201 (11) (Supp. 1951).
GA. CODE §

108-417 (1933).

GA. CODE § 56-1613 (1933).
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rediscount short-term paper with the federal intermediate
credit banks.
Any federal intermediate credit bank may, with the approval
of the Intermediate Credit Commissioner, from time to time
establish rates of discount and interest which, except with the
approval of the Governor of the Farm Credit Administration,
may not exceed by more than i per centum per annum the rate
borne by the last preceding issue of debentures which it issued or in which it participated."2
A federal intermediate credit bank may not, without the approval of the Farm Credit Administration, discount any note
or other obligation upon which the original borrower has been
charged a rate of interest exceeding by more than i %per centum
per annum the discount rate of the federal intermediate credit
bank at the time such loan was made by the local financing institution. 3 The present discount or interest rate of Federal Intermediate Credit Bank of Columbia, fixed by its board of Directors with the approval of the Intermediate Credit Commissioner, is 2-5/8 per centum per annum. This discount or interest
rate is governed primarily by the cost of money obtained by the
federal intermediate credit banks through sales of their shortterm collateral debentures and the cost of money, in turn, is related closely to the prevailing rates on other prime securities in
the investing market. Financing institutions which rediscount
with a federal intermediate credit bank are now permitted,
with the approval of the Farm Credit Administration, to charge
their borrowers on such loans not more than 4 per centum per
annum in excess of the discount rate of the federal intermediate
credit bank. Thus the total interest rate that now may be
charged by a financing institution on a note discounted with
Federal Intermediate Credit Bank of Columbia is 6-5/8 per
centum per annum as far as the Federal Farm Loan Act as
amended is concerned.
A federal intermediate credit bank may not purchase from
or discount for any national bank, state bank, trust company, or
savings institution any note or other obligation if the amount
of such paper added to the aggregate liabilities of such bank,
trust company, or savings institution, whether direct or contingent (other than bona fide deposit liabilities), exceeds the amount
of such liability permitted under the laws of the jurisdiction
creating such bank, trust company, or savings institution; or
exceeds twice the paid-in and unimpaired capital and surplus of
such bank, trust company, or savings institution. A federal intermediate credit bank may not purchase from or discount for
42. 12 U.S.C. § 1051.

43. 12 U.S.C. § 1052.
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any other corporation, including production credit associations,
engaged in making loans for agricultural purposes or for the
raising, breeding, fattening, or marketing of livestock, any note
or other obligation if the amount thereof added to the aggregate liabilities of such corporation exceeds the liabilities permitted under the laws of the jurisdiction creating the same, or
exceeds ten times the paid-in and unimparied capital and surplus
of such corporation.44
TAX EXEMPTIONS OF FEDERAL LAND BANKS,
NATIONAL FARM LOAN ASSOCIATIONS,
AND FEDERAL INTERMEDIATE CREDIT BANKS

Federal land banks, national farm loan associations, and federal intermediate credit banks are instrumentalities of the
United States Government and have the same tax exemptions,
except that the law requires each of the federal intermediate
credit banks, at the end of its fiscal year, to pay to the United
States, as a franchise tax, 25 per cent of its net earnings after
provision for expenses, losses, and reserve requirements. 5 Federal land banks and national farm loan associations are not
subject to such franchise tax.
Section 26 of the Federal Farm Loan Act" regarding federal
land bank and national farm loan association tax exemptions
provides:
Every Federal land bank and every national farm loan assosiation, including the capital and reserve or surplus therein and the
income derived therefrom, shall be exempt from Federal, State,
municipal, and local taxation, except taxes upon real estate held,
purchased, or taken by said bank or association under the provisions
of sections 761 and 781 of this title. First mortgages executed to
Federal land banks, . . . and farm loan bonds issued under the
provisions of this chapter, shall be deemed and held to be instrumentalities of the Government of the United States, and as such
they and the income derived therefrom shall be exempt from Federal, State, municipal, and local taxation.
Nothing in sections 931-933 of this title shall be construed to
exempt the real property of Federal . . . land banks and national
farm loan associations from either State, county, or municipal
taxes to the same extent, according to its value, as other real
property is taxed.

Section 21o of the Federal Farm Loan Act as amended47 regarding the tax exemption of federal intermediate credit banks
provides:
44. 12 U.S.C. § 1032.
45. 12 U.S.C. § 1072.
46. 12 U.S.C. §§ 931, 933.
47. 12 U.S.C. § 1111.
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The privileges of tax exemption accorded under section 931 of
this title shall apply also to each Federal intermediate credit bank,
including its capital, reserve, or surplus, and the income derived
therefrom, and the debentures issued under this subchapter shall
be deemed and held to be instrumentalities of the Government and
shall enjoy the same tax exemptions as are accorded farm loan
bonds in said section.

There have been a number of cases involving the tax exemption provisions contained in section 26 of the Federal Farm
Loan Act48 relating to federal land banks and national farm
loan associations, and in section 210 of the Federal Farm Loan
Act, as amended49 relating to federal intermediate credit banks.
The leading case involving tax exemption provisions of the Federal Farm Loan Act and the constitutionality of that Act is
Smith v. Kansas City Title & Trust Company. 0 In that case, the
court stated various provisions of the Federal Farm Loan Act
relating to federal land banks and, among other things, said:
"While the express power to create a bank or incorporate one
is not found in the Constitution, the Court, speaking by Chief
Justice Marshall in M'Culloch v. Maryland, found authority so
to do in the broad general powers conferred by the Constitution
upon the Congress to levy and collect taxes, to borrow money,
to regulate commerce, to pay the public debts, to declare and
conduct war, to raise and support armies, and to provide and
maintain a Navy, etc. Congress, it was held, had authority to use
such means as were deemed appropriate to exercise the great
powers of the Government by virtue of Article i, Section 8,
Clause iS8 of the Constitution, granting to Congress the right to
make all laws necessary and proper to make the grant effectual, . . . We, therefore, conclude that the creation of these

banks, and the grant of authority to them to act for the Government as depositaries of public moneys and purchasers of Government bonds, brings them within the creative power of Congress,
although they may be intended, in connection with other privileges and duties, to facilitate the making of loans upon farm
security at low rates of interest. This does not destroy the validity of these enactments any more than the general banking
powers destroy the authority to create the United States bank,
or the authority given to national banks to carry on additional
activities destroys the authority of Congress to create those institutions."
In regard to the tax exemption provisions in the Federal
Farm Loan Act, the court, in the Smith case, supra, held that
48. 12 U.S.C. § 931.
49. 12 U.S.C. § 1111.
50. 255 U.S. 180, 41 S.Ct. 243, 65 L.Ed. 577 (1921).
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the states are without power to levy any taxes directly or indirectly to tax federal land banks, their property, assets or
franchises, except insofar as the permissive legislation of Congress allows such taxation; that bonds issued by federal land
banks were constitutionally exempted by Congress from taxation; otherwise the exercise of the taxing power might be so
used as to hamper and destroy the exercise of authority conferred by Congress and that tat justified the exemption from
taxation; and that, Congress having created federal land banks in
the exercise of its legitimate authority, the power to make federal farm loan bonds issued by federal land banks under the
authority of the Act of Congress on the security of farm mortgages and notes exempt as to principal and interest from federal, state, municipal and local taxation necessarily follows.
In Federal Land Bank of New Orleans v. Crosland,' the
Supreme Court held that, because of the tax exemption of federal land banks and mortgages executed to them under the provisions of the Federal Farm Loan Act, and the provision in
that act that they are instrumentalities of the Government of
the United States, mortgages executed to The Federal Land
Bank of New Orleans on properties located in Alabama were
exempt from the Alabama statutory recordation tax which was
a revenue measure and not a charge for the recordation of
mortgages.
In The Federal Land Bank of St. Paul v. Bismarck Lumber
Company," the Supreme Court held that: "The Federal Government is one of delegated powers, and from that it necessarily
follows that any constitutional exercise of its delegated powers
is governmental . . . It also follows that when Congress con-

stitutionally creates a corporation through which the Federal
Government lawfully acts, the activities of such corporation are
governmental . . ."

In the Bismarck Lumber Coinpany case the Supreme Court
said: "The federal land banks are constitutionally created . . .
Through the land banks the federal government makes possible
the extension of credit on liberal terms to farm borrowers. As
part of their general lending functions the land banks are authorized to foreclose their mortgages and to purchase real
estate at the resulting sale. 'They are instrumentalities of the
federal government engaged in the performance of an important governmental function . . .' The national farm loan associations, the local cooperative organizations of borrowers through

which the land banks make loans to individuals, are also federal
51. 261 U.S. 374, 43 S.Ct. 385,67 L.Ed. 703 (1923).
52. 314 U.S. 95, 62 S.Ct. 1, 86 L.Ed. 65 (1941).

MERCER LAW REVIEW

[ Vol. 4

instrumentalities .. .Congress has the power to protect the in-

strumentalities which it has constitutionally created...
We have held on three occasions that Congress has authority
to prescribe tax immunity for activities connected with, or in
furtherance of, the lending functions of federal credit agencies."
In the Bismarck Lumber Company case the Supreme Court
also held that the term "taxation" used in section 26 of the
Federal Farm Loan Act, supra, encompassed within its scope
the North Dakota state sales tax upon purchasers and, therefore, that The Federal Land Bank of St. Paul was exempt by
virtue of the provisions of the Federal Farm Loan Act from
sales taxes on purchases of lumber made by it to repair houses
on farms acquired by it through the foreclosure of its loan
mortgages."
PRODUCTION CREDIT SYSTEM

In 1933 Congress recognized that further facilities for shortterm credit to farmers were needed because during the depression loans from commercial banks and other lenders were not
available to any practical extent for such credit. Consequently,
Congress by the Farm Credit Act of 1933 authorized the
establishment of the production credit system for short-term
agricultural credit, consisting of twelve production credit corporations to be wholly owned by the United States and local
production credit associations of farmers.54 That Act authorized
the Governor of the Farm Credit Administration to organize
and charter twelve production credit corporations, one to be
located in each of the twelve farm credit districts, the principal office to be in the city where the federal land bank is located
in the farm credit district. By that Act, Congress provided that
the capital stock of each of the production credit corporations
shall be owned entirely by the Government and shall be subscribed for by the Governor of the Farm Credit Administration
on behalf of the United States. The principal functions of production credit corporations under that Act, as amended, are:
to assist the Governor of the Farm Credit Administration in
the organization of production credit associations of farmers
and in the supervision and regulation of production credit associations, and to partially capitalize production credit associations by subscribing to the class A preferred capital stock of
production credit associations and the ownership thereof so
long as such stock is needed by the production credit associations.
53.

An annotation on state taxation of federal land banks and other federal
farm credit institutions is contained in 86 L.Ed. 72-89.
54. 12 U.S.C. §§ 1131, 1131 (h), 1138, 1138 (f).
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Each production credit corporation is authorized to purchase
class A stock in each production credit association located in
the farm credit district in amounts sufficient to maintain the
amount of class A stock held by it and other holders of class A
stock equal, as nearly as may be, to 20 per cent of the volume
of loans made or to be made by the association, as estimated by
the corporation, but at no time may the amount of class A stock
outstanding be less than $5,ooo except with the consent of the
association. However, notwithstanding the provisions of the
preceding sentence, the Governor, under rules and regulations
prescribed by him, may permit a production credit corporation to
maintain the class A holdings of stock by the corporation and
other investors at such amount in excess of 20 per cent of such
loans, as may be necessary, and the corporation may at any
time require the association to retire and cancel the stock held
in it by the corporation, if in the judgment of the corporation
the association has resources available therefor.5
Production Credit Corporation of Columbia, whose principal office is located in Columbia, South Carolina, serves the
Third Farm Credit District, comprising the states of North
Carolina, South Carolina, Georgia, and Florida.
There are now 8 7 production credit associations in the Third
Farm Credit District which have been organized and chartered
pursuant to the provisions of the Farm Credit Act of 1933, as
amended, of which 29 are located in Georgia. Production credit
associations are corporations organized by farmers and chartered by the Governor of the Farm Credit Administration pursuant to the Farm Credit Act of 1933.56
There are two kinds of capital stock of production credit associations: ( i ) non-voting class A stock, which may be owned by
the production credit corporation of the farm credit district,
and by investors; and (2) voting class B stock, which may be
purchased only by farmer-borrowers from the associations and
individuals eligible to become farmer-borrowers. Each holder of
class B stock is entitled to no more than one vote at meetings
of stockholders of the association. No class B stock or any interest therein or right to receive dividends thereon, shall be
transferred by act of parties or operation of law except to another farmer-borrower or an individual eligible to become a
borrower, and then only with the approval of the directors of
the association. Each holder of class B stock, within two years
after he has ceased to be a borrower from the association, shall
exchange his class B stock at the fair book value (not to exceed
55.
56.

12 U.S.C. § 1131 (c).
12 U.S.C. § 1131 (d).
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par) thereof, as determined by the association, for class A
stock. All stock of an association - class A and class B - shall
share in dividend distributions without preference, but the directors of the association may, in their discretion, apply the
amount of any dividend payable to a holder of class B stock
to any indebtedness of such holder to the association. Class A
stock shall be preferred as to the assets of the association upon
liquidation. Both classes of stock have a par value of $S per
share. During such time as any production credit corporation is a holder of any stock of any production credit
association, the appointment or election of directors, the secretary-treasurer, and the loan committee of such association is
subject to the approval of the president of the production credit
corporation and during such time any such director, secretarytreasurer or other officer may, at any time, be removed by the
president of the production credit corporation," but under bylaws of some production credit associations, approved by the
Governor of the Farm Credit Administration pursuant to the
Farm Credit Act of 1933, the power of removal does not depend upon the ownership of any stock by the production credit
corporation of a production credit association.
Under the Farm Credit Act of 1933 production credit associations are authorized to make loans to farmers for general
agricultural purposes." These associations make short-term loans
to farmers principally for the production of crops, truck and
fruits, for the raising, breeding, fattening and marketing of
livestock, dairying, and for terracing purposes. Each association is a cooperative type of corporation.
Under the Farm Credit Act of 1933 the Governor of the
Farm Credit Administration may, under rules and regulations
prescribed by him, or by prescribing the terms of the charter of
the association, or both, provide for the organization, management, and conduct of the business of the association. The power
of the Governor extends to prescribing the amount of capital
stock of the association; fixing the territory within which its
operations may be carried on; fixing the method of election and
appointment of, and the amount and payment of the compensation of, directors, officers and employees; fixing the maximum
amount of individual loans which may be made; prescribing the
conditions under which the stock may be retired; and providing
for the consolidation of two or more associations. The Governor
may, at any time, direct such changes in the charter as he finds
necessary in accomplishing the purposes for which the association
57. 12 U.S.C. § 1131 (e).
%. 12 U.S.C. § 1131 (g).
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was established. By-laws of each association are adopted by the
directors thereof but are not valid unless and until approved
by the Governor." Some of the supervisory powers of the Governor have been delegated to the Production Credit Commissioner of the Farm Credit Administration. As stated, production credit associations are further supervised by the production
credit corporation in the farm credit district in which the associations are located.
Production credit associations may make loans on such terms
and conditions, and at such rates of interest, and with such
security as may be prescribed by the production credit corporation. No loans may be made for an amount less than $So, nor
shall any one borrower be indebted to the association at any one
time in an amount in excess of 20 per cent of the capital and
guaranty fund of the association or, if the loan is secured by
collateral approved by the corporation, in an amount in excess
of So per cent of the capital and guaranty fund, but loans may
be made to any borrower in an amount in excess of 5o per cent
of the capital and guaranty fund if the loan is approved by the
Production Credit Commissioner. Borrowers are required to
own, at the time the loan is made, class B stock in an amount
equal in fair hook value (not to exceed par), as determined by
the association, to $s per $ioo or fraction thereof of the amount
of the loan. The stock may not be cancelled or retired upon
payment of the loan but may be transferred or exchanged for
class A stock or transferred to another borrower or person eligible to borrow."
"The production credit association interest rate is a composite
of the discount rate of the federal intermediate credit bank,
which furnishes most of the loanable funds, and a margin or
spread authorized by the production credit corporation of the
district to provide income for the association. The association's
spread in interest rate is used to cover operating costs and to
build reserves.'"
As previously pointed out, the president of the production
credit corporation has certain powers contingent upon the
ownership of stock in the production credit association by the
corporation. Some associations have retired all of the stock
owned by the corporation in them and have thus become wholly
farmer-owned. As of October 31, 1952, 252 of the 499 production credit associations in the United States, including i8 out of
the 87 production credit associations in the Third Farm Credit
59.
60.
61.

12 U.S.C. § 1131 (d).
12 U.S.C. §§ 1131 (e), 1131 (g).
Annual Report, Farm Credit Adm. 10 (1949-50).
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District, had retired all of the stock owned in them by the production credit corporations and thereby had become wholly
farmer-owned as intended by the Farm Credit Act of x933.
This brings about a change in the tax status of an association,
particularly insofar as state and local taxation is concerned,
when it becomes wholly farmer-owned. This change in status
is because of a provision in the Farm Credit Act of 1933 dealing with the tax exemption of production credit associations."
The Act specifically states that production credit associations
shall be deemed to be instrumentalities of the United States, and
as such, any and all notes, debentures, bonds, and other such
obligations, issued by ".

.

. associations shall be exempt both as

to principal and interest from all taxation (except surtaxes,
estate, inheritance and gift taxes) now or hereafter imposed
by the United States or any state, territorial, or local taxing
authority." Such "...associations, their property, their franchises,
capital, reserves, surplus and other funds, and their income,
shall be exempt from all taxation now or hereafter imposed by
the United States or by any state, territorial or local taxing authority; except that any real property and any tangible personal
property of such . . . associations shall be subject to federal,

state, territorial and local taxation to the same extent as other
similar property is taxed." The exemption provided

"...

shall

not apply with respect to any production credit association or its
property or income if the stock held in it by the production
credit corporation has been retired."
In Southwest Washington Production Credit Association v.
Fender,3 and HartfordProduction Credit Association v.Clark,64
production credit associations were held to be instrumentalities
of the United States.
DIVIDENDS AND PATRONAGE REFUNDS OF
PRODUCTION CREDIT ASSOCIATIONS

"Of the 164 production credit associations which on December 31, 195o, had fully repaid the stock owned by the production credit corporations, 19 made patronage refunds which
totaled $142,318 to members who borrowed during I95O. This

procedure which is available for use by associations after they
become completely locally owned and have accumulated adequate capital and reserves, provides for refunding, on a patronage basis, any net earnings remaining at the end of the
62. 12 U.S.C. § 1138 (c).
63. 21 Wash.2d 349, 150 P.2d 983 (1944).

64. 118 Conn. 341, 172 Atl. 266 (1934).
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calendar year after providing for all expenses, any known losses,
and any needed additions to reserves, and after paying a dividend to all stockholders. In this manner, the member-owned
associations after building sufficient capital and reserve strength
have been able to develop further the cooperative principles on
which the system was established." 5
COOPERATIVE BANK SYSTEM

Congress, by enactment of the Farm Credit Act of 1933,
recognized the need for a system of cooperative banks to afford
credit to farmers' cooperative marketing and purchasing associations. Pursuant to that Act twelve regional banks for cooperatives and the Central Bank for Cooperatives were organized
and chartered by the Governor of the Farm Credit Administration. A regional bank for cooperatives is located in each of the
twelve farm credit districts. The regional bank which serves
the Third Farm Credit District is located at Columbia, S. C.,
and its corporate name is Columbia Bank for Cooperatives. Central Bank for Cooperatives is located in Washington, D. C. The
law provides that a regional bank shall be established in each
farm credit district in the city in which there is located a federal land bank and that members of the several farm credit
boards of the farm credit districts provided for in section
64o(b) of 12 U. S. Code shall be ex officio the directors of
the respective regional banks for cooperatives, that such directors shall have power, subject to the approval of the Governor
of the Farm Credit Administration, to employ and fix the
compensation of such officers and employees of such banks as
may he necesary to carry out the powers and duties conferred
upon such banks by subchapters V and V[ of 12 U.S. Code.66
The charters of the banks for cooperatives were granted by
the Governor of the Farm Credit Administration, and directors
of such banks have power, subject to the approval of the Governor of the Farm Credit Administration, to adopt such bylaws as may be necessary for the conduct of the business of the
banks."7
The law provides that the capital stock of each bank for cooperatives shall be in such amount as the Governor of the Farm
Credit Administration determines is required for the purpose of
meeting the credit needs of eligible borrowers from the bank;
that such amount may be increased or decreased from time to
65. Annual Report, Farm Credit Adm. 14 (1950-51).
66. 12 U.S.C.§ 1134.
67. 12 U.S.C.§ 1134 (a).
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time by the Governor of the Farm Credit Administration in
accordance with such needs; that such stock shall be divided into
shares of $ioo each; and, further, that out of the revolving
fund created under section I1 4 1 (d) of 12 U. S. Code, the Governor of the Farm Credit Administration, on behalf of the
United States, shall make payments for stock in the banks and
such payments shall be subject to call in whole or in part by
the board of directors of the bank with the approval of the
Governor of the Farm Credit Administration."
The law further provides that subject to such terms and conditions as may be prescribed by the Farm Credit Administration, the banks for cooperatives are authorized (a) to make
loans to cooperative associations as defined in the Agricultural Marketing Act as amended, 9 for any of the purposes and
subject to the conditions and limitations set forth therein; (b)
to make loans (by way of discount or otherwise) to any bank
organized under subchapter V of 12 U.S. Code; (c) to buy
from, and sell to, any such bank or any federal intermediate
credit bank any note, draft, bill of exchange, debenture, or other
obligation, or any interest therein; and (d) to borrow from, and
discount or rediscount
paper with, any and all such banks and
70
commercial banks.
The Governor of the Farm Credit Administration may at
any time require any bank for cooperatives to retire and cancel
stock held by the Governor in such bank, if in the judgment of
the Governor the bank has resources available therefor, and
amounts received by the Governor in such case shall be credited
to theorevolving fund created under section 11 4 1(d) of 12 U.S.
Code.71
The Governor of the Farm Credit Administration, pursuant
to the law, organized and chartered the corporation known as
the Central Bank for Cooperatives with its office and principal
place of business in the District of Columbia. 2
The board of directors of Central Bank for Cooperatives
consists of seven members, one of whom is the Cooperative Bank
Commissioner of the Farm Credit Administration, who is the
chairman of the board. The other six directors are appointed
by the Governor of the Farm Credit Administration, of whom
three are appointed from nominees selected by borrowers from
the bank, and the regular term of their office is three years. 1
68.
69.
70.
71.
72.
73.
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The amount of the capital stock of the Central Bank for
Cooperatives is determined by the Governor of the Farm
Credit Administration based on the credit needs of eligible
borrowers from the bank, and the Governor may from time to
time increase or decrease such amount, subject to the limitations
contained in the law and in accordance with such needs. The
stock of the bank is divided into shares of $ioo each. Out of
the revolving fund created by section 1141 (d) of 12 U.S. Code,
the Governor of the Farm Credit Administration, on behalf of
the United States, subscribes for and makes payments for stock
in the Central Bank for Cooperatives, and such payments are
subject to call in whole or in part by the chairman of the board
of directors of the bank with the approval of the Governor of
the Farm Credit Administration.74
The Agricultural Marketing Act 5 declares it to be the policy
of Congress to promote the effective merchandising of agricultural commodities in interstate and foreign commerce, so that
the industry of agriculture will be placed on a basis of economic
equality with other industries, and to that end to protect, control, and stabilize the currents of interstate and foreign commerce in the marketing of agricultural commodities and their
food products
(1)

by minimizing speculation,

(2)

by preventing inefficient and wasteful methods of distribution,

(3)

by encouraging the organization of producers into effective
associations or corporations under their own control for greater unity of effort in marketing and by promoting the establishment and financing of a farm marketing system of producer-owned and producer-controlled cooperative associations
and other agencies, and

(4)

by aiding in preventing and controlling surpluses in any agricultural commodity, through orderly production and distribution, so as to maintain advantageous domestic markets and
prevent such surpluses from causing undue and excessive
fluctuations or depressions in prices for the commodity. 6

Cooperative associations to whom banks for cooperatives may
make loans pursuant to the Farm Credit Act of 1933" are de-

fined by the Agricultural Marketing Act"8 as follows:
74.
75.
76.
77.
78.
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As used in this subchapter, the term "cooperative association"
means any association in which farmers act together in processing,
preparing for market, handling, and/or marketing the farm products of persons so engaged, and also means any association in
which farmers act together in purchasing, testing, grading, processing, distributing, and/or furnishing farm supplies and/or farm
business services: Provided, however, That such associations are
operated for the mutual benefit of the members thereof as such
producers or purchasers and conform to one or both of the following requirements:
First. That no member of the association is allowed more than
one vote because of the amount of stock or membership capital he
may own therein; and
Second. That the association does not pay dividends on stock
or membership capital in excess of 8 per centum per annum.
And in any case to the following:
Third. That the association shall not deal in farm products,
farm supplies, and farm business 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. All business transacted
by any cooperative association for or on behalf of the United
States or any agency or instrumentality thereof shall be disregarded in determining the volume of member and nonmember business transacted by such association.

Under the Farm Credit Act of 1933 and the Agricultural
Marketing Act as amended79 banks for cooperatives may make
loans to assist farmers' cooperative associations in
(1) the effective merchandising of agricultural commodities and
food products thereof and the financing of its operations;
(2)

the construction or acquisition by purchase or lease, or refinancing the cost of such construction or acquisition, of physical facilities.

The limitations on such loans by the banks for cooperatives
to farmers' cooperative associations stated in the Agricultural
Marketing Act as amended"0 are as follows:
(b) No loan shall be made to any cooperative association unless,
in the judgment of the administration, the loan is ih furtherance of the policy declared in section 1141 of this title and the
cooperative association applying for the loan has an organization and management and business policies, of such character
as to insure the reasonable safety of the loan and the furtherance of such policy.
79. 12 U.S.C. §§ 1134 (j), 1141 (e).
80. 12 U.S.C. § 1141 (e).
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(c)

Loans for the construction or acquisition by purchase or lease
of physical facilities, or for refinancing the cost of such construction or acquisition, shall be subject to the following con-

ditions:

(d)

(1)

No loan shall be made in an amount in excess of 60 per
centum of the appraised value of the security therefor.

(2)

No loan for the purchase or lease of such facilities shall
be made unless the Governor of the Farm Credit Administration finds that the purchase price or rent to be paid
is reasonable.

Loans for the construction or purchase of physical facilities,
together with interest on the loans, shall be repaid upon an
amortization plan over a period not in excess of twenty years.

By an amendment to the Farm Credit Act of 1933 enacted
in 1949 (Public Law 439, 8ist Congress, First Session, ap-

proved October 31, 1949), each bank for cooperatives was authorized to make loans to cooperative associations as defined
in the Agricultural Marketing Act as amended for the purpose
of financing the construction of structures for the storage of
agricultural commodities (other than structures to provide refrigerated cold storage or structures located in areas in which
existing privately owned storage facilities for the commodity
concerned are adequate) in amounts up to a maximum of 8o
per centum of the cost of such structures, as approved by such
bank: Provided, that the cooperative association which has applied for any loan shall have furnished to such bank an appropriate commitment from the Commodity Credit Corporation that
the Commodity Credit Corporation will lease or guarantee utilization of not less than 75 per centum of the storage space contained in such structures when completed for a period of at
least three years if such structures are not additions to existing
structures, or two years if such structures are additions to existing structures.81
The rates of interest on loans by banks for cooperatives to
cooperative associations are fixed by regulation of the Governor
of the Farm Credit Administration pursuant to the Agricultural
Marketing Act,82 but may not exceed 6 per centum per annum
on the unpaid principal. At the present time the rates of interest
on such loans by Columbia Bank for Cooperatives are as follows: 3% per annum for loans secured by Commodity Credit
Corporation documents; 3% per annum for commodity loans;
3

Y2 % per annum for operating capital loans; and 42% per

annum for facility loans.
81. 12 U.S.C. § 1134 (c).

82. 12 U.S.C. § 1141 (f).
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Each cooperative association borrowing from a regional
bank for cooperatives or from the Central Bank for Cooperatives is required to own, at the time the loan is made, an amount
of stock of the bank equal in fair book value (not to exceed par),
as determined by the bank, to $ioo per $2,000 or fraction
thereof of the amount of the loan, except that, in connection
with any loan made on the security of commodities, the association is required to own, at the time the loan is made, only
such amount of stock as may be prescribed by rules and regulations of the Governor of the Farm Credit Administration. In
case a cooperative association applying for a loan is not authorized, under the law of the state in which it is organized, to
subscribe for stock in the bank for cooperatives, the bank shall,
in lieu of stock subscription, require the borrowing association
to pay into a guaranty fund, or the bank may retain out of the
amount of the loan and credit to the guaranty fund, an amount
equal to the amount which the borrowing association would have
been required to own in stock if the association had been authorized to hold such stock. Upon the liquidation of the loan,
stock held by the borrowing association may be, and upon the
concurrent or subsequent request of the borrowing association
shall be, retired and canceled, and the association shall be paid
therefor in an amount equal to the amount paid for the stock
minus the pro rata impairment, if any, of the capital and guaranty fund of the bank as determined by the board of directors of
the regional bank for cooperatives in case of a loan made by
such a bank and as determined by the chairman of the board
of the Central Bank for Cooperatives in case the loan was made
by that bank. This same procedure applies to the guaranty fund
in the case of those associations which subscribe to the guaranty
fund because of their inability under state law to hold stock in
the bank. 3
Banks for cooperatives are required, at the end of their fiscal
year, to apply the amount of their earnings in excess of operating expenses during such fiscal year, first, to making up any losses
incurred; second, to the restoration of the amount of the impairment, if any, of capital and guaranty fund as determined
by the board of directors of regional banks for cooperatives
and by the chairman of the board of directors of Central Bank
for Cooperatives, respectively; and at least 25 per centum of
the remainder of such excess of earnings shall be applied to
the creation and maintenance of a surplus equal to at least 25
per centum of the amount of the capital and guaranty fund. Any
sums remaining may, with the approval of the directors of the
83. 12 U.S.C. §§ 1134 (d), 1134 (k).
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regional bank or the chairman of the board of the Central Bank,
as the case may be, be devoted to the payment of dividends. Subscribers to the guaranty fund are entitled to dividends in the
same amounts as subscribers to stock. No rate of dividend in
excess of 7 per centum per annum may be paid.84
Under the present law only the Central Bank for Cooperatives is authorized to issue debentures. The amount of debentures issued by that bank which may be outstanding may not
exceed at any one time five times the paid-in capital and surplus
of the bank. Such debentures are issued at such times and subject to such terms and conditions as the board of directors of
the bank determines but shall bear such interest rates as may
be fixed by the chairman of the board of directors. Such debentures shall be secured by collateral which shall be at least equal
in value to the amount of debentures outstanding and which
shall consist of cash, direct obligations of the United States, or
notes or other obligations discounted or purchased or representing loans made under section 1134(j) of Title 12, U.S. Code.
The collateral for such debentures is held by the custodian appointed by the Governor of the Farm Credit Administration.85
Banks for cooperatives have those general corporate powers
prescribed in section 6o of the Farm Credit Act of 1933, which
include the following powers: to sue and be sued in any court,
to adopt and use a corporate seal, to make contracts, to acquire,
hold, and dispose of real and personal property necessary and
incident to the conduct of their business, to prescribe fees and
charges (which in any case shall be subject to the rules and regulations prescribed by the Governor) for loans and other services; and such other powers necessary and incident to carrying
out their powers and duties conferred upon them by the Farm
Credit Act of 1933 or any other Act of Congress as may be
provided by the Governor of the Farm Credit Administration
in their charters or in any amendments thereto. Each bank for
cooperatives shall, for the purposes of jurisdiction, be deemed
a citizen of the state or district within which its principal office
is located."
Banks for cooperatives, when designated for that purpose by
the Secretary of the Treasury, shall act as fiscal agents of the
United States Government and when acting as such shall perform such duties as shall be prescribed by the Secretary of the
Treasury.8 7
Banks for cooperatives and their obligations are instru84.
85.
86.
87.
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mentalities of the United States, and the banks and their obligations have the same tax exemptions as are provided for production credit associations in section 63 of the Farm Credit Act
of 1933.88
DEBENTURES OF CENTRAL BANK FOR COOPERATIVES

Under the Farm Credit Act of 1933 debentures issued by
Central Bank for Cooperatives are instrumentalities of the
United States and, as such, are exempt both as to principal and
interest from all taxation (except surtaxes, estate, inheritance,
and gift taxes) imposed by the United States or by any State,
Territorial, or local taxing authority. 9 However, under the
Public Debt Act of 1941, as amended, 9 the income derived
from the debentures and the gain from the sale or other disposition thereof are subject to all taxation now imposed and that
may hereafter be imposed under the Internal Revenue Code or
laws amendatory or supplementary thereto.
DISTRICT FARM

CREDIT BOARDS

The Federal Farm Loan Act enacted in 1916 provided for
a board of nine directors of each federal land bank. Pursuant
to the Agricultural Credits Act of 1923, the twelve federal
intermediate credit banks were organized and by that Act the
boards of directors of the twelve federal land banks respectively
became ex officio the boards of directors of the twelve federal
intermediate credit banks. By the Farm Cerdit Act of 1937,
approved August 19, 1937, federal land bank districts were designated as farm credit districts and twelve district farm credit
boards were created, one for each of the twelve farm credit
districts. The name of each district farm credit board includes
the name of the city in which the federal land bank, federal
intermediate credit bank, production credit corporation, and
regional bank for cooperatives of the district are located, for
example, Farm Credit Board of Columbia. Each farm credit
board consists of seven members. Three members of the board
are known as elected directors, one of whom is elected by the
national farm loan associations of the farm credit district,
one of whom is elected by the production credit associations of
the district, and one of whom is elected by the cooperative associations which are stockholders or subscribers to the guaranty
fund of the regional bank for cooperatives in the district. An88. 12 U.S.C. § 1138 (c).
89. Ibid.

90. 31 U.S.C. § 742

(a)
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other member of the board is appointed by the Governor of the
Farm Credit Administration from the three persons receiving
the greatest number of votes of the national farm loan associations of the district. The other three members of the board are
appointed by the Governor of the Farm Credit Administration.
The term of office of each member of the board is three years.
Each farm credit board is ex officio the board of directors of
the federal land bank, the federal intermediate credit bank,
the production credit corporation, and the regional bank for
cooperatives of the district. In addition to the powers of directors provided for in the respective Acts of Congress relating
to the district farm credit agencies, each farm credit board has
other powers, which include the power to employ joint officers
and employees for the federal land bank, the federal intermediate credit bank, the production credit corporation, and the regional bank for cooperatives of the district and to fix their salaries subject to the approval of the Farm Credit Administration.
Each district board has also the power to authorize the acquisition and disposal of such real and personal property as may be
necessary or convenient for the transaction of the business of the
federal land bank, the federal intermediate credit bank, the
production credit corporation, and the bank for cooperatives
located in its district. 1

The district farm credit board, in addition to performing ex
officio the functions of directors of the four district farm credit
agencies, also unifies the policies and coordinates the activities
of those agencies with the assistance of an advisory committee
consisting of the general agent and the presidents of the district
farm credit corporations.
FARM

CREDIT ADMINISTRATION

Executive Order 6o84 of the President issued March 27,
1933, effective May 27, 1933 , created the Farm Credit Administration. It provided for the consolidation within one organization, designated as the Farm Credit Administration, of the
powers and functions of federal agencies dealing primarily with
agricultural credit. The functions of the Federal Farm Loan
Board and the Federal Farm Loan Bureau, which were created
by the Federal Farm Loan Act of 1916, including those of the
Farm Loan Commissioner, whose title was changed by the Farm
Credit Act of 1933, approved June i6, 1933, to Land Bank
Commissioner, were transferred to the Farm Credit Administration along with functions of certain other agencies including the
91.
92.
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functions of the Federal Farm Board, except those relating to
stabilization corporations.
The head of the Farm Credit Administration is the Governor
thereof. The Governor is appointed by the President of the
United States by and with the advice and consent of the Senate.
His term of office is six years." The Governor of the Farm
Credit Administration is assisted by four commissioners, who
are also appointed by the President with the advice and consent
of the Senate. They are: the Land Bank Commissioner, who is
responsible for the supervision and regulation of federal land
banks and national farm loan associations; the Intermediate
Credit Bank Commissioner, who is responsible for the supervision and regulation of federal intermediate credit banks; the
Production Credit Commissioner, who supervises the production
credit corporations and production credit associations; and the
Cooperative Bank Commissioner, who is in charge of the Central Bank for Cooperatives and is responsible for the supervision
of the regional banks for cooperatives. 4
The Farm Credit Administration was transferred to the
Department of Agriculture by Reorganization Plan No. i, section 401, effective July I, 1939.

The specific supervisory powers of the Farm Credit Administration over federal land banks and national farm loan associations are set forth in the various sections of the Federal Farm
Loan Act as amended." Certain specific supervisory powers of
the Farm Credit Administration relating to federal intermediate
credit banks are set forth in the various sections of the Federal
Farm Loan Act as amended by the Agricultural Credits Act of
I923"7 The specific supervisory powers of the Farm Credit
Administration relating to production credit corporations, production credit associations, and banks for cooperatives are set
forth in various sections of the Farm Credit Act of 1933 and
the Agricultural Marketing Act as amended."
Pursuant to the provisions of the Federal Farm Loan Act
as amended and of the Farm Credit Act of 1933 as amended,
the Farm Credit Administration, by farm credit examiners,
examines each year federal land banks, national farm loan associations, federal intermediate credit banks, production credit
corporations, production credit associations, and banks for cooperatives, and each agency pays the costs of its examination.
93.
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The salaries and expenses of the officers and employees of the
Farm Credit Administration are paid by the federal land banks,
the federal intermediate credit banks, the production credit corporations, and the banks for cooperatives.
The Farm Credit Administration makes an annual report to
Congress through the Secretary of Agriculture on its operations
and those of the farm credit agencies supervised by it. The
following statistical information contained in the annual report for the fiscal year commencing July I, i95o, and ending
June 30, i95I, is deemed to be of interest:
From the beginning of the Federal land bank system in 1917
through the fiscal year ending June 30, 1951, the 12 Federal land
banks made 1,190,223 loans for a total amount of $4,458,184,993.
As of June 30, 1951, the 12 Federal land banks had 308,258 loans
outstanding for a total amount of $974,388,604, of which there
were 26,809 loans of The Federal Land Bank of Columbia outstanding for a total amount of $55,504,895, and of that number
10,034 were outstanding in Georgia in the total amount of $18,550,112. The 12 Federal land banks, on June 30, 1951, had outstanding unmatured consolidated Federal farm loan bonds in the
total amount of $731,949,000.
As of June 30, 1951, there were outstanding 255,523 production
credit association loans in the entire production credit system, for
a total amount of $681,998,094. Of that number there were 48,600
production credit association loans in the Third Farm Credit District outstanding for a total amount of $72,254,118. The number of
production credit association loans outstanding in Georgia on
June 30, 1951, was 13,832 for a total amount of $24,340,329. During the fiscal year ending June 30, 1951, the 500 production credit
associations in the entire production credit system made 286,619
loans for a total amount of $1,222,213,553.
During the fiscal year ending June 30, 1951, the 12 Federal intermediate credit banks extended credit amounting to $1,923,696,741,
and during the same period they issued consolidated debentures in
the total face amount of $903,610,000. On June 30, 1951, the total
amount of outstanding loans and discounts of the 12 Federal intermediate credit banks was $794,633,158.82.
As of June 30, 1951, Central Bank for Cooperatives and the 12
regional banks for cooperatives had outstanding to farmers' cooperative associations 1920 loans in the total amount of $311,280,234.
THE LEGAL PROFESSION AND THE FARM CREDIT SYSTEM

The legal profession has made a great contribution to the
'cooperative farm credit system since its beginning thirty-five
years ago. Of the commission consisting of seven members that
the government sent to Europe in 1913 to study the rural credit
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systems there, two members were lawyers. There were ten
lawyers on the House and Senate Joint Committee on Rural
Credits which studied the proposed legislation which resulted
in the enactment of the Federal Farm Loan Act in 1916. There
were ten lawyers on the Senate Committee on Banking and Currency and eight lawyers on the House Committee on Banking
and Currency which considered the bill introduced to authorize
the federal land bank and national farm loan association system. The conference committee on that bill consisted of ten
members, five senators and five representatives, and of those
seven were lawyers. When the bill was ratified in Congress it
was signed by the Vice President as President of the Senate and
by the Speaker of the House, both of whom were lawyers. The
Act was then approved by President Woodrow Wilson, who
was a lawyer. The Secretary of the Treasury, who was ex officio
chairman of the Federal Farm Loan Board, was a lawyer, and
three members of the Federal Farm Loan Board were lawyers.
The courts have rendered many important decisions regarding farm credit legislation. Some of those decisions have been
previously mentioned herein. Attention is called to the opinion
of the Supreme Court of Georgia in the case of The Federal
Land Bank of Columbia v. Shingler.99 That was the first case
in which the Supreme Court of Georgia had before it for adjudication any question involving the Federal Farm Loan Act.
It is a leading case and a landmark in the farm credit system.
Since the beginning of the farm credit system there has been
enacted much federal legislation which enlarged and improved
the cooperative farm credit system, and much state legislation
which has simplified lending and has been helpful to farmers in
the procuring of loans. Attorneys in the Congress and in state
legislatures have taken a prominent part in the enactment of
such legislation. It is beyond the scope of this article to enumerate the many such acts that have been passed.
Lawyers in the general practice have rendered valuable service to farmers and to the farm credit agencies in the making
of loans to farmers and their organizations pursuant to the
Acts of Congress under which the farm credit system was set
up and operates. The services rendered by lawyers include the
making for farmers of abstracts and the rendering of opinions
on title to property offered as security for loans, the curing of
defects of title to such property, advice on legal questions involved in the making of loans, and assistance in connection with
the closing, servicing, and collection of loans. Local attorneys
have cooperated with, and have manifested great interest in,
the farm credit system.
99.

174 Ga. 352, 162 S.E. 815 (1932).
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Mr. Robert H. Welch, the first general counsel of The Federal Land Bank of Columbia, in an address made in I918 to
a group of lawyers regarding "The Federal Farm Loan System," after giving an outline of the main purposes of the Federal Farm Loan Act, said: "It (the Federal Farm Loan Act)
is the Magna Charta of the financial rights of the farmers of
America. It makes farming safe for the farmer. It will not only
enable the man on the farm to cease simply lasting, but it will
help him to actually live; to live like the producers of this nation's wealth are entitled to live; to live without being afraid of
tomorrow; to live subservient to no man as his debtor; and to
live with such surroundings of modern comfort and convenience
as will tune the moral forces of his nature for right thinking,
right acting, and right living." In that address Mr. Welch
further told the lawyers: "May I not, therefore, with every assurance of a hearty response, appeal to you for an earnest cooperation with us in this great service of helping to make the
farms of the South what in fact and in truth they ought to be the homes of the most contented, enlightened, and prosperous
farmers in America. Help us to give to the farmers of the
South a new vision of life, whose horizon will always be
above the poverty line, its sweep encompassed only by hope, and
its limits fixed alone by faith."
In conclusion it may be said with confidence that the success
of the cooperative farm credit system in the service rendered
by it to farmers has resulted largely from the cooperation and
support that it has received from the legal profession. The lawyers can take pride in the contribution that they have made to
this farm credit system.
December

29, 1952.

