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THE NEVADA COOPERATIVE'S FINANCE CORPORATION

The Organization plan of the Nevada Cooperatives Finance
Corporation is designed primarily for the purpose of
facilitating the assembling of the credit of its members,
making loans on the same, and securing loans for its
members based on this credit from the most convenient
sources and on the most favorable interest terms obtain-
able,

The Corporation may make loans direct from its own
unpledged capital,

The Corporation may act as agent to-arrange for direct
loans for its clients from private banks or the U. S.
Agricultural Credit Corporation etc.

The Corporation may use its discount privilege established
with the Intermediate Credit Bank to secure funds for its
clients.

In all cases where commodities pledged to a marketing
association are to be used as collateral for loans by

individual producers, the said marketing association will
be a party to the loan agreement,

The arrows in the diagram indicate the course of the flow
of funds from the various sources to the final agricultural
producer or his commodity marketing association.

- o s g 0 oo S e S

This Finance Corporation is in process of development.,
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AGRICULTURAL FINANCING.,

An Example of an Organization Plan for Agricultural Financing,

It is generally recognized that agricultural activities require a larger
0t of capital in proportion to net returns than most other industries., The turn
" is slow, investments large and not very liquids It is not practical for
sra’Cors in any industry to mainteain a ready cash balance to supply their needs at
times, and for the agricultural producer it seems impossible under present con-
tionS, and we know with proper organized efforts it is not necessary. Until very
"t times the agricultural industry has been greatly handicanped by a leck of
oy methods of financing and by inadequate sources of funds. In many respects the
gric\ll‘cural producer has not the proper knowledze or training in the use of credit
Orhmwledge of the vresent available sources of credit. In this respect our group
5e°f Agricultural EBconomists has a definite responsibility, and can render a real
ervice- A new world of financing possibilities is opening up to the farmer and is
Eingr&pidly taken advantage of by some more alert groups but to a big percentage
"

the farmers, it is like a foereign language and is little understood or used so far,
By way of introduction to this paper I wish to review briefly the various 4

by

ﬂwml agencies that have come into existence in comparably recent years and which
:ehWGnded primarily to facilitate the financing of agriculture, in order that we
:yul be thinking along the same lines when I arrive at the more detailed discus«.
f fa sample cooperative organization that has been set up to utilize these new
&,

An- .
%lng facilities,

THZ FSDERAL RSSEZRVE BANK ACT passed in December 1913 served greatly to

Haps
l :
Uze all credit and provided especial accomodations for agricultural credit.

?
uh% \

time agricultural loans for considerable sums have been greatly facilitated by
¢serve Banks, discounting or rediscounting agricultural paper for local

'+ THE JOINT STOCK LAND BANK ACT passed just prior to the Federal Farm Loan Act

-1-
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intended to £ill an urgent need at the time for long time credit for agriculture
%as soon followed by the establishment of the Federal Farm Loan banking system,
h was established by an act of Congress, July 17, 1916, THE JOINT STOCK LAND
ACT granted special favérs to agriculture by allowing privately owned joint

%k land banks to issue tax free bonds secured by first mortgages and limiting the
“rest rates to 6% to the borrower. THE FEDERAL LAND BAVKS, cstablished in 1916,
Emting undor the supervision of tho.Federal Farm Lecn Board, have gone a-long way
hrd answoring the noed for long time credit at a lowor rate of interest than

QviOusly provailed_and have relioved tho great strain on agriculturc in general,

Yhave saken a great burden from local banks,

The Agricultural Credits Act of March 1923 establishing the INTERMEDIATE

+
N1 BANK SYSTEM with $5,000,000 capital from federal sources for each bank as

namendment to the Federal Farm Loan Act, was enacted to provide short time credit
hcha’ctel mortgages for agricultural producers and handlers of agricultural products.
HEINTERMEDIATE CREDIT BANK through its rediscount operations has served to

Stabilize agricultural credit in a way that is hard for the laymen to appreciate,
CQl'p"I‘al‘cioris that have established discount relations with the bank, are able to
ph%ﬁd their borrowing power to a maximum of ten times the borrowing corporations!

U s
p&al, and at the same time with good management, keep the borrowing corporations!

Uny
41 s
final capital intact and earning interest.

k The agricultural credits act of 1923 also provided for the establishment of
%hONAL AGRICULTURAL CREDIT CORPORATIONS for the purpose of providing credit
ﬁ“lities for agricultural and livestock industries in the United States.

These corporations must have a paid up capiteal of $250,000 before beginning
busineSS, are subject to certain federal regulations and may issue notes or

ty,
*Rures guaranteed by such securities as the corporation may have, subject to

the - ‘ .
Tégulations of the comptroller of the currency. These debentures or notes for

-2-—




rpose of raising additional capital may run for a maximum of 3 years. The

't rates that may be charged by this corporation may be equal to that allowed
states in which they operate. The federal government assumes no responsibie
1 connection with these credit corporations. These corporations are required
bsit in Government Bonds with the Federal Reserve Bank of their district 25%
lr paid-in capital and to keep on deposit in the form of government bonds

le Federal Reserve Bank of the district an amount equal to 7%% of the

‘te indebtedness of the corporation,

Federal Reserve Banks may invest in the bonds of this corporation. Federal

lsion over the corporation is much the same as is exercised over National

The Federal Marketing Act of June 1929 created the FEDERAL FARM BOARD which
“le to the aid of many large cooperatives of long standing in making capital
facility loans and merchandising loans, and has given financial assistanse
ting up several commodity marketing organizations on a regional and national
providing them with immediate capital in a way that would have been prac-

V impossible through ordinary commercial channels of financing.

All the foregoing financing institutions have been designed to place agri=-
il credit on a more flexible and permanent basis, Agricultural borrowers

in recent years, have been in a serious condition indeed if they had been,
Previous times, entirely dependent on private banking institutions where

'l supporting the loans are subject to withdrawal at any time. The weakness
vate banking systems has been greatly emphasized during the past two years,

hs withdrawal of deposits by customers and the placing of the same in deposit
for safe keeping, has practically stopped the business of many banks.

It is hard to imagine the chaotic condition that would be prevailing at the
% time among our agricultural people were it not for the federal financing

®ry into which investors are willing to place their funds and by which

B
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fowers are guaranteed a continuance of credit,when once established.

More recently the RECONSTRUCTION FINANCE CORPORATION has simplified agri=
tural borrowing and made direct loans as a relief measure to distressed agricul«
“1 communities in the form of direct crop and feed loans, where local banks have
“been able to supply funds. While this was a temporary measure, it served to
Heve sh.rtage of agricultural credit with a promptness that was not possibl by
! other means, and alsushowod & tendency toward a more direct method of federal
r“&ncing of agriculture than has ever been evidenced before.,

To complete the program of federal financing and complete the chain of

tera) financing institutions, one of the latest acts of Congress was an act

tablishing AGRICULTURAL CREDIT CORPORATIONS in each of the twelve Federal Reserve

R districts, with a capital of $3,000,000 cach provided by the Reconstruction
“ance Corporation. These AGRICULTURAL CREDIT CuRFORATIONS with capital supplied
™ federal sources will be established to provide agricultural credit direct to
diViduals or corporations on notes, mortgages, etc. in much the same way as

rate banking institutions do, and to discount or rediscount these instruments
hmugh other Federal Financing agencies already established such as the Inter-
date Credit Bank or the Federal Reserve Bank, Agricultural loans provided
"Ogh this new link in the federal financing chain has a minimum chance of being
§%Qrdized on account of withdrawal of capital causing embarrassment as is often
jN‘VQQSS with private institutions. If this new federal banking organization
thiOnS, as the Act indicates that it will, it will greatly relieve the stringency
Lereait in agricultural communities. This last adventure of the government into
hbfi@ld of banking is calculated to greatly simplify agricultural credit for tho
Qﬁvidual and may mako unnccessary the formation of many agricultural financc
Ox‘p°l‘ations that have been sct up with private capital or that arc now contemplated

N
the purposc of discounting or rediscounting through proviously cstablished

"
‘o . . .
ral financing agencics.

o -




It will be interesting to observe the details of managemont that arc to be

U to facilitatc operations and safeguard tho capital of this new FEDERAL

CULTURAL CREDIT CORPORATION.

With those proliminary remarks covering very briefly the 1list of federal
‘mcing agencics designed to facilitate agricultural credit, I wish to take up
;hcussion of a dcfinite financing organization, to which I have given some time
i&'ﬁ:ention and which may be taken as an illustration of o type of organization
tmded to bridge the gap hetween the individual agricultural producer seoking

i or an agricultural commodity cooperative sccking credit and one of the

dwﬂl financing agencics, which have been proviously mentioned, more particularly
ﬁlntcrmodiate Credit Bank organization. The organization to which I refer is
nhd "The Nevada Cooperatives Finance Corporation". The name is descriptive of

o
type of organization and the purposc for which it was formed. It is a cross

Cgi\g
"en o contralized and o foderated type of organization. In spitc of the fact

4

""‘3

tNovadans arc supposed to have a groater per capita wealth than citizens of the

[t
th
o states and in addition have a gI‘O&tCI‘ per C&pib& arca of thesc gI‘OO.'t widc

Bhe
W
Uspaces of the west, they still scem to feol the need of the use of funds
b,
fong what is available in their immediate communitics.

Nevada has a number of agricultural commodity marketing cooperatives, such

k)
ar . . . . . .
¢ common to other agricultural districts and their business experiences and

§Eh
Sr . . . .
2l need of funds I suspect arc much like similar organizations in other

b
VY.
litics, oOne of tho principal handicaps of agricultural cooperatives in the past

?\r‘d
®ven now to = great oxtent is the lack of adequate financing that will provide

N
®arly advances to the producer without the association becoming obligated to
l
traqo and that will cnable the association to hold its products for a more
!

Iy
Tageous sclling time or to ship to more distant markets.
Under our present keen competition in the business world, an agricultural

%
Me .
fative marketing association that is poorly financed can render only a very

=5
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lnuted service to its mombers in comparison with one that is well financed. The
5

of a cooperative these days will depend very largely upon how well it is

inarmed. Noew types of organizations, which are being sot up at the present time
Ivmﬁably provide for adoquate financing. Usually this is accomplished by specific
:Q]mtions from all transactions. Such provisions arc esséntial to the building
pofc&pital that makes it possiblc for cooperatives to avail themsclves of federal
l“mm°ing facilities,

A group of Nevada Agricultural Cooperatives realizing the nced for more
&e%mte funds for proper operations conceived the idea of setting up a Cooperative
hmhme Corporation with the primary purposo of increasing or facilitating the

Oy s
%ring power of its respective member associations. The foundation of this

i
Ay . . . . .
Hhee Corporation cunsists of groups of agricultural commodity marketing assoc-

lo . . . . .
NS of the statc having a common purposc, viz, better financing of their
%
raty . . cavs s
“tions ang having practically uniform organization plans within each association

Te
BRrdine s o s . . . ops
dlng its participation in a finance corporation, The various associations

thay .
“111 hold membership in this corporation have practically uniform organization

%» and future associations that may become members of this corporation will be

T
\
qlred to adopt this uniform plan insofar as possible. The organization plans of
the s
Fln&nco Corporation arc also in accord with the plans of the commodity coop-
el‘qt .
s in a11 essential respocts, so that cooperative effort can be easily

8

"®lisheq and maintained.

The most essential provisions of the organization plan of the Nevada Coop-

Orgt s

e Finance Corporation arec much the same as are now being incorporated in

ST
ﬁlnwple at least in n:w cooperatives organized for financing purposes. Membership
gy,

ntlf Corporation is to consist of incorporated producer-owned agricultural
Co

OmhntiVe associations, organized under the provisions of tho Capper-Volstead Act
g

i
n°°rP0rated under the laws of Nevada., The membership fee is nominal.e This is

&0&,
Pltay stock corporation with one class of stock, which may be owned by member

—6-
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Yo s
SOO1ations, only. There is no limit to the amount of stock any one member may
R Bach member has one vote in the affairs of the corporation regardless of the

“oung of stock it owms. The objects, powers and authority of the corporation

%mmr it to do practically anything that any natural person might do in,a pusiness
ww’including the right to make and endorse instruments and obligations of debt and
@%&ntee the payment of the same and to comply with any requirements of the Inter-
Q%di&tc Credit Bank, Federal Reserve Bank, or the Federal Farm Board, ctc. for the
purp°Se of securing loans and giving security thercfor, and for the repayment of the
e, These are considored essontial provisions in finance corporations intending
todiScoun’c through federal financing institutions. The corporation is given the
H@m to acquire stock and bonds of other oorporations and to dispose of the same.
IrlNevﬂda, members of a corporation are not held liable for the corporationts debts
%]i&bilities. This provision of course is claimed in the Articles of this
QQI‘pol‘a‘cion,.

Provision has been made in the organization plan of the member commodity
QSS%i&tions for making deductions from the proceeds of sales of the producers!
QOm"dities for building up capital funds in the asscciation, which may be used to
bll}"the capital stock in finance corporations such as is here desceribed. The
“Mnce Corperation is given the first licn on all capital stock and interest therc=
%&3 security for any indebtedness of the member to the corporation. There is
ﬂ&)a like provisiorn in each member association!s plan.

Capital stock of the corporation is non-assessable. Capital stock of the
QOI‘pom’cicm may be pledged to further the business interest of the corporation.
Thecapital stock may bear dividends but not to excced 8%.

The corporation is set up to function for the mutual benefit of its membersa.

%mhrs‘ interests may be unequal but are equitably fixed on a basis of partici-

Dags
M of the member in the business of the corporation. Provisions for dissolution

o ¢
he corporation are also based on the same principle of participation.

-
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, The managomont of the corporation is vested in the board of directors ond
:H“”s- The Board of Directors is made up of one director from each member
ssM""Ci&'m. This director is also on the Board of Directors of his particular
s(’Qi“"'tion. An additional director at large is provided for in case there occurs

\ evenn.um.ber of associntions in the corporation, The Board of Directors elect the
;“£M3~ The president and vice-president only are chosen from the Board of
b%t°rs S0 that officers cannot perpetuate themselves. Other officers and

, ALK may bo chosen from the membership of the various associations or from
thers°\1rccs, providing no two persons among the officers and directors are related.
, Directors may not be employeos excopt the president and viée-president. An
Qm&ive committee is provided for to conduct the affairs of the corporation

en meetings of the Board.

. By-Laws of the corporation are such as any woll behaved corporation should
:%tf°r the propor conduct of the corporation., The business of the corporation
:tobe dono on an actual cost basis. Any excessive charges for sorvices are to

" g
funded 4o the members.

. As soon as the required capital stock of $25,000 is subscribed by the
:“mm member associations and discount relations arc established with the
:%hmdi&te Credit Bank, the membor associations may ask for loans on unharvested
t:p% Ware house receipts, bills of lading, otc. The corporation will discount
exthS together with supporting collateral and turn the same to the Intermcdiate

Crod.
L .
¥ Bank in the Berkeley, California district, receive the cash therefrom, and

n
the same over to the association or the individual applying for the loan.
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