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Farm Credit Administration § 614.4540 

or aquatic equipment, supplies, and 
machinery. Such agreements shall nor-
mally be limited to persons or busi-
nesses selling to farmers, ranchers, or 
producers or harvesters of aquatic 
products and shall contain credit lim-
its consistent with sound credit stand-
ards. When the sales territory of a 
dealer or cooperative extends outside 
the territory of the originating asso-
ciation or the Farm Credit district, 
written consent of each bank and asso-
ciation affected shall be obtained be-
fore making such loans. Reasonable 
compensation may be paid or charged 
to a dealer or cooperative for services 
rendered in connection with such pro-
grams. 

(d) Farm Credit System institutions 
that are direct lenders may enter into 
memoranda of understanding among 
themselves or with other lenders for 
the simultaneous processing and clos-
ing of loans to a mutual borrower. The 
basic policies and principles of each 
System lender shall apply. 

[47 FR 12146, Mar. 22, 1982. Redesignated at 53 
FR 35454, Sept. 14, 1988, and amended at 55 
FR 24886, June 19, 1990; 61 FR 67187, Dec. 20, 
1996] 

§ 614.4530 Special loans, production 
credit associations and agricultural 
credit associations. 

Under policies approved by the bank 
board and procedures developed by the 
bank, production credit associations 
and agricultural credit associations 
may make the following special types 
of loans on commodities covered by 
price support programs. Notwith-
standing the regulations covering 
other loans made by an association, 
loans may be made to members on any 
commodity for which a Commodity 
Credit Corporation price support pro-
gram is in effect, at such rate of inter-
est and upon such terms as the bank 
board may prescribe subject to the fol-
lowing conditions: 

(a) The commodity offered as secu-
rity for the loan shall be eligible for 
price support under a Commodity Cred-
it Corporation price support program 
and shall be stored in a bonded public 
warehouse, holding storage agreement 
for such commodity approved by Com-
modity Credit Corporation. 

(b) The member shall have complied 
with all Commodity Credit Corporation 
eligibility requirements. 

(c) The loan shall mature not later 
than 30 days prior to the expiration of 
the period during which the Com-
modity Credit Corporation loan or 
other price support may be obtained on 
the commodity and shall be secured by 
pledge of negotiable warehouse receipts 
covering the commodity. 

(d) The borrower shall appoint the as-
sociation as his attorney-in-fact to ob-
tain a Commodity Credit Corporation 
loan (or other such price support as is 
available) in the event that the bor-
rower fails to do so prior to maturity 
or repayment of the loan. 

[37 FR 11424, June 7, 1972. Redesignated at 46 
FR 51878, Oct. 22, 1981, and amended at 55 FR 
24886, June 19, 1990] 

Subpart P—Farm Credit Bank and 
Agricultural Credit Bank Fi-
nancing of Other Financing 
Institutions 

SOURCE: 63 FR 36547, July 7, 1998, unless 
otherwise noted. 

§ 614.4540 Other financing institution 
access to Farm Credit Banks and 
agricultural credit banks for fund-
ing, discount, and other similar fi-
nancial assistance. 

(a) Basic criteria for access. Any na-
tional bank, State bank, trust com-
pany, agriculture credit corporation, 
incorporated livestock loan company, 
savings association, credit union, or 
any association of agricultural pro-
ducers engaged in the making of loans 
to farmers and ranchers, and any cor-
poration engaged in the making of 
loans to producers or harvesters of 
aquatic products may become an other 
financing institution (OFI) that funds, 
discounts, and obtains other similar fi-
nancial assistance from a Farm Credit 
Bank or agricultural credit bank in 
order to extend short- and inter-
mediate-term credit to eligible bor-
rowers for authorized purposes pursu-
ant to sections 1.10(b) and 2.4(a) and (b) 
of the Act. Each OFI shall be duly or-
ganized and qualified to make loans 
and leases under the laws of each juris-
diction in which it operates. 
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(b) Assured access. Each Farm Credit 
Bank or agricultural credit bank must 
fund, discount, or provide other similar 
financial assistance to any credit-
worthy OFI that: 

(1) Maintains at least 15 percent of 
its loan volume at a seasonal peak in 
loans and leases to farmers, ranchers, 
aquatic producers and harvesters. The 
Farm Credit Bank or agricultural cred-
it bank shall not include the loan as-
sets of the OFI’s parent, affiliates, or 
subsidiaries when determining compli-
ance with the requirement of this para-
graph; and 

(2) Executes a general financing 
agreement with the Farm Credit Bank 
or agricultural credit bank that estab-
lishes a financing or discount relation-
ship for at least 2 years. 

(c) Underwriting standards. Each 
Farm Credit Bank and agricultural 
credit bank shall establish objective 
policies, procedures, pricing guidelines, 
and loan underwriting standards for de-
termining the creditworthiness of each 
OFI applicant. A copy of such policies, 
procedures, guidelines, and standards 
shall be made available, upon request 
to each OFI and OFI applicant. 

(d) Denial of OFI access. A Farm Cred-
it Bank or an agricultural credit bank 
may deny the funding request of any 
creditworthy OFI that meets the condi-
tions in paragraph (b) of this section 
only when such request would: 

(1) Adversely affect a Farm Credit 
Bank or agricultural credit bank’s abil-
ity to: 

(i) Achieve and maintain established 
or projected capital levels; or 

(ii) Raise funds in the money mar-
kets; or 

(2) Otherwise expose the Farm Credit 
Bank or agricultural credit bank to 
safety and soundness risks. 

(e) Notice to applicants. Each Farm 
Credit Bank or agricultural credit 
bank shall render its decision on an 
OFI application in as expeditious a 
manner as is practicable. Upon reach-
ing a decision on an application, the 
Farm Credit Bank or agricultural cred-
it bank shall provide prompt written 
notice of its decision to the applicant. 
When the Farm Credit Bank or agricul-
tural credit bank makes an adverse 
credit decision on an application, the 

written notice shall include the spe-
cific reason(s) for the decision. 

(f) Reports to the board of directors. 
Each Farm Credit Bank and agricul-
tural credit bank shall provide its 
board of directors with a written an-
nual report regarding the scope of OFI 
program activities during the pre-
ceding fiscal year. 

[63 FR 36547, July 7, 1998, as amended at 69 
FR 29862, May 26, 2004] 

§ 614.4550 Place of discount. 
A Farm Credit Bank or agricultural 

credit bank may provide funding, dis-
counting, or other similar financial as-
sistance to any OFI applicant. How-
ever, a Farm Credit Bank or agricul-
tural credit bank cannot fund, dis-
count, or extend other similar financial 
assistance to an OFI that maintains its 
headquarters, or has more than 50 per-
cent of its outstanding loan volume to 
eligible borrowers who conduct agricul-
tural or aquatic operations in the char-
tered territory of another Farm Credit 
bank unless it notifies such bank in 
writing within five (5) business days of 
receiving the OFI’s application for fi-
nancing. Two or more Farm Credit 
banks cannot simultaneously fund the 
same OFI. 

[69 FR 29863, May 26, 2004] 

§ 614.4560 Requirements for OFI fund-
ing relationships. 

(a) As a condition for extending fund-
ing, discount and other similar finan-
cial assistance to an OFI, each Farm 
Credit Bank or agricultural credit 
bank shall require every OFI to: 

(1) Execute a general financing agree-
ment pursuant to the regulations in 
subpart C of part 614; and 

(2) Purchase non-voting stock in its 
Farm Credit Bank or agricultural cred-
it bank pursuant to the bank’s bylaws. 

(b) A Farm Credit Bank or agricul-
tural credit bank shall extend funding, 
discount and other similar financial as-
sistance to an OFI only for purposes 
and terms authorized under sections 
1.10(b) and 2.4(a) and (b) of the Act. 

(c) Rural home loans to borrowers 
who are not bona fide farmers, ranch-
ers, and aquatic producers and har-
vesters are subject to the restrictions 
in § 613.3030 of this chapter. Loans that 
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