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(2) The date on which the new rate is
effective; and

(3) The reason for the increase in the
borrower stock (or participation cer-
tificates) purchase requirement.

EFFECTIVE DATE NOTE: At 74 FR 67972, Dec.
22, 2009, §617.7135 was amended by revising
paragraph (a)(2), redesignating existing para-
graph (b) as new paragraph (c¢), and adding a
new paragraph (b), effective 30 days after
publication during which either or both
Houses of Congress are in session. For the
convenience of the user, the added and re-
vised text is set forth as follows:

§617.7135 What subsequent disclosures
must a qualified lender make to a bor-
rower?

(@) * * *

(2) If the borrower’s interest rate is di-
rectly tied to a widely publicized external
index, a qualified lender must provide writ-
ten notice to the borrower of the rate change
either:

(i) Within forty-five (45) days after the ef-
fective date of the change; or

(ii) As part of the borrower’s first regularly
scheduled billing statement affected by the
rate change.

* * * * *

(b) Notice to adjustable rate loan borrowers
with interest rates directly tied to a widely pub-
licized external index. A qualified lender must
provide the written disclosure required by
§617.7130(b)(6) to applicable borrowers who
were not previously given the disclosure no
later than the qualified lender’s next regu-
larly scheduled correspondence to those bor-
rowers occurring after April 1, 2010.

Subpart C—Disclosure of
Differential Interest Rates

§617.7200 What disclosures must a
qualified lender make to a bor-
rower on loans offered with more
than one rate of interest?

A qualified lender that offers more
than one rate of interest to borrowers
must notify each borrower of the right
to request a review of the interest rate
charged on his or her loan no later
than the time of loan closing. At the
request of a borrower, the lender must:

(a) Provide a review of the loan to de-
termine if the proper interest rate has
been established;

(b) Explain to the borrower in writ-
ing the basis for the interest rate
charged; and

12 CFR Ch. VI (1-1-10 Edition)

(c) Explain to the borrower in writing
how the credit status of the borrower
may be improved to receive a lower in-
terest rate on the loan.

[69 FR 16459, Mar. 30, 2004]

Subpart D—Actions on Applica-
fions; Review of Credit Deci-
sions

§617.7300 When acting on a loan appli-
cation, what are the notice require-
ments and review rights?

Each qualified lender must make its
decision on a loan application as quick-
ly as possible. The qualified lender
must provide prompt written notice of
its decision to the applicant. The quali-
fied lender is required to notify all pri-
mary applicants. If a loan application
has more than one primary applicant,
the qualified lender may send the origi-
nal notice to the applicant designated
to receive notices and may send copies
to all other applicants. If the qualified
lender makes an adverse credit deci-
sion on a loan application, the notice
must include:

(a) The specific reasons for the quali-
fied lender’s decision;

(b) A statement that the applicant
may request a review of the decision;

(c) A statement that a written re-
quest for review must be made within
30 days after the applicant receives the
qualified lender’s notice; and

(d) A brief explanation of the process
for seeking review of the decision, in-
cluding the independent collateral
evaluation review process, whom to
contact for access to information, and
the applicant’s right to appear in per-
son before the credit review committee
(CRO).

§617.7305 What is a CRC and who are
the members?

The board of directors of each quali-
fied lender must establish one or more
CRCs to review adverse credit decisions
made by a qualified lender. The CRC
may only review adverse credit deci-
sions at the request of the applicant or
borrower. The CRC has the ultimate
decision-making authority on the loan
or application under review. CRC mem-
bers are selected by the board of direc-
tors of each qualified lender and must
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include at least one of the qualified
lender’s farmer-elected board members.
The loan officer involved in the adverse
credit decision being reviewed may not
serve on the CRC when it reviews that
loan.

§617.7310 What is the review process
of the CRC?

(a) How will an applicant or borrower
know when the CRC will consider the re-
view request? The qualified lender must
inform the applicant or borrower 15
days in advance of the CRC meeting
where the applicant or borrower’s re-
quest will be reviewed.

(b) Who may make a personal appear-
ance before the CRC? Each applicant or
borrower who has requested a review
may appear in person before the CRC.
The applicant or borrower may be ac-
companied by counsel or other rep-
resentative when seeking a reversal of
a decision on a loan or an application
for restructuring.

(c) What documents may the CRC con-
sider? An applicant or borrower may
submit any documents or other evi-
dence to support the information con-
tained in the loan or application for re-
structuring. The documents should
demonstrate that the application for a
loan or restructuring satisfies the cred-
it standards of the qualified lender and
is an eligible loan or application for re-
structuring. Additionally, the appli-
cant or borrower is entitled to a copy
of each independent collateral evalua-
tion used by the qualified lender.

(d) May an applicant obtain a new col-
lateral evaluation even if collateral was
not a reason for the adverse credit deci-
sion? As part of a CRC review, an appli-
cant may request an independent col-
lateral evaluation of the agricultural
real estate securing the loan or being
offered as security, regardless of
whether collateral was an identified
reason for the adverse credit decision.
The independent collateral evaluation
may be for any interest(s) in the prop-
erty securing the loan, except stock or
participation certificates issued by the
qualified lender and held by the appli-
cant or borrower.

(1) Who may conduct an independent
collateral evaluation? The independent
collateral evaluation must be con-
ducted by an independent evaluator.

§617.7310

The CRC must provide the applicant or
borrower with a list of three inde-
pendent evaluators approved by the
qualified lender within 30 days of the
request for an independent collateral
evaluation. The applicant or borrower
must select and engage the services of
an evaluator from the list. The evalua-
tion must comply with the collateral
evaluation requirements of part 614,
subpart F, of this chapter. The quali-
fied lender must provide the applicant
or borrower a copy of part 614, subpart
F, for presentation to the selected
independent evaluator. A copy of part
614, subpart F, signed by the evaluator
is a required exhibit in the subsequent
evaluation report.

(2) When must an applicant or borrower
obtain the independent collateral evalua-
tion and who pays for the evaluation?
The applicant or borrower must enter
into a contractual arrangement for
evaluation services within 30 days of
receiving the names of three approved
independent evaluators. The contrac-
tual arrangement must be a written
contract for services that complies
with the lender’s appraisal standards.
The evaluation must be completed
within a reasonable period of time,
taking into consideration any extenu-
ating circumstance. The applicant or
borrower is responsible for the costs of
the independent evaluation.

(3) How does the CRC use an inde-
pendent collateral evaluation when mak-
ing a decision? The CRC will consider
the results of any independent collat-
eral evaluation before making a final
determination with respect to the loan
or restructuring, except the CRC is not
required to consider a collateral eval-
uation that does not conform to the
collateral evaluation standards de-
scribed in part 614, subpart F, of this
chapter.

(e) When must the CRC issue a deci-
sion? The CRC must reach a decision,
and it must be the final decision of the
qualified lender, not later than 30 days
after the meeting on the request under
review. The CRC must make every rea-
sonable effort to conduct reviews and
render decisions in as expeditious a
manner as possible. After making its
decision, the committee must prompt-
ly notify the applicant or borrower in
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