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Farm Credit Administration § 618.8030 

The feasibility analysis shall include 
the following: 

(a) Support for the determination 
that the related service is authorized; 
and 

(b) An overall cost-benefit analysis 
that demonstrates program feasibility, 
taking into consideration the following 
items: 

(1) An analysis of how the program 
relates to or promotes the institution’s 
business plan and strategic goals, and 
whether offering the service is con-
sistent with the long-term goals de-
scribed in its capital plan; 

(2) An analysis of the expected finan-
cial returns of the program which, at a 
minimum, must include an evaluation 
of market, pricing, competition issues, 
and expected profitability. This anal-
ysis should include an explanation of 
how the program will contribute to the 
overall financial health of the institu-
tion; and 

(3) An analysis of the risk in the pro-
gram, including: 

(i) An evaluation of the operational 
costs and risks involved in offering the 
program, such as management and per-
sonnel requirements, training require-
ments, and capital outlays; 

(ii) An evaluation of the financial li-
ability that may be incurred as a result 
of offering the program and any insur-
ance or other measures that are nec-
essary to minimize these risks; and 

(iii) An evaluation of the conflicts of 
interest, whether real or perceived, 
that may arise as a result of offering 
the program and any steps that are 
necessary to eliminate or appro-
priately manage these conflicts. 

§ 618.8025 Feasibility reviews. 
(a) Prior to an association offering a 

related service program for the first 
time or offering a service that it did 
not offer during the most recently 
completed business cycle (generally 1 
year), the board of directors of the 
funding bank must verify that the as-
sociation has performed a feasibility 
analysis pursuant to § 618.8020. The 
bank review is limited to a determina-
tion that the feasibility analysis is 
complete and that the analysis estab-
lishes that it is feasible for the associa-
tion to provide the program. Any con-
clusion by the bank that the feasibility 

analysis is incomplete or fails to dem-
onstrate program feasibility must be 
fully supported and communicated to 
the association in writing within 60 
days of its submission to the bank. 

(b) Prior to a service corporation of-
fering a service for the first time or of-
fering a service that it did not offer 
during the most recently completed 
business cycle (generally 1 year), the 
owners of the service corporation must 
verify that the service corporation has 
performed a feasibility analysis pursu-
ant to § 618.8020. If the owners all agree, 
one bank with a significant ownership 
interest can be delegated this responsi-
bility. 

[60 FR 34099, June 30, 1995; 60 FR 42029, Aug. 
15, 1995] 

§ 618.8030 Out-of-territory related 
services. 

(a) System banks and associations 
may offer related services outside their 
chartered territories subject to the fol-
lowing conditions: 

(1) The System bank or association 
obtains consent from all chartered in-
stitutions currently offering the same 
type of service in the territory in 
which the service is to be provided; or 

(2) If no System bank or association 
is currently offering the same type of 
service in the territory, then the out- 
of-territory institution must obtain 
the consent of at least one direct lend-
er institution chartered in the terri-
tory in which the related service is to 
be provided. 

(3) The consent obtained pursuant to 
paragraphs (a)(1) and (a)(2) of this sec-
tion shall be in the form of a written 
agreement with specific terms and con-
ditions including timeframes. 

(b) System banks and associations 
providing out-of-territory services 
must fulfill all requirements of sub-
parts A and B of this part 618. 

(c) An institution that consents to 
another bank or association providing 
a related service in its chartered terri-
tory must meet the requirements of 
this section, but need not comply with 
the other requirements of subparts A 
and B of this part 618, unless the pro-
gram consented to imposes a financial 
obligation on the consenting institu-
tion. If a financial obligation exists, 
then the consenting institution must 
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comply with §§ 618.8015, 618.8020 and 
618.8025. 

(d) Service corporations must follow 
the requirements of this section in of-
fering related services out-of-territory. 
A service corporation cannot consent 
to an out-of-territory institution pro-
viding services in its chartered terri-
tory. 

Subpart B—Member Insurance 
§ 618.8040 Authorized insurance serv-

ices. 
(a) Farm Credit System banks (ex-

cluding banks for cooperatives) (here-
inafter banks) and associations may 
sell to their members and borrowers, 
on an optional basis, credit or term life 
and credit disability insurance appro-
priate to protect the loan commitment 
in the event of death or disability of 
the debtors. The sale of other insur-
ance necessary to protect a member’s 
or borrower’s farm or aquatic unit is 
permitted, but limited to hail and mul-
tiple-peril crop insurance, title insur-
ance, and insurance necessary to pro-
tect the facilities and equipment of 
aquatic members and borrowers. A 
member or borrower shall have the op-
tion, without coercion from the bank 
or association, to accept or reject such 
insurance. 

(b) Bank and association board poli-
cies governing the provision of member 
insurance programs shall be estab-
lished within the following general 
guidelines: 

(1) A System bank or association 
may provide credit or term-life or cred-
it-disability insurance only to persons 
who have a loan or lease with any Sys-
tem bank or association, without re-
gard to whether such institution is the 
provider. Term-life insurance coverage 
may continue after the loan has been 
repaid or the lease terminated, pro-
vided the member can reasonably be 
expected to borrow again within 2 
years, and provided the continuation of 
insurance is not contrary to state law. 

(2) A debtor-creditor relationship is 
not required for the sale of other insur-
ance specified in paragraph (a) of this 
section, as long as purchasers are mem-
bers of a System bank or association. 
For the purposes of this section, 
‘‘member’’ means someone eligible to 

borrow who is a stockholder or partici-
pation certificate holder and who ac-
quired stock or participation certifi-
cates to obtain a loan, for investment 
purposes, or to qualify for other serv-
ices of the association or bank. 

(3) In making insurance available 
through private insurers, each bank 
shall approve the programs of more 
than two insurers for each type of in-
surance offered in the bank’s chartered 
territory, provided that more than two 
insurers for each type of insurance 
have proposed programs to the bank 
that will, in all likelihood, have long- 
term viability, and meet the require-
ments of § 618.8040(b)(4)(i) of this sec-
tion. The banks shall make a reason-
able and good faith effort to attract 
more than two qualified insurers for 
each insurance program offered to bor-
rowers in all States of the bank’s char-
tered territory. Where the bank is un-
able to approve more than two insur-
ers, the bank shall document its efforts 
to attract additional qualified insurers 
for the affected insurance program and 
State. The banks may provide com-
parative information relating to costs 
and quality of approved programs and 
the financial condition of approved 
companies. 

(4) Member insurance services may 
be offered only if: 

(i) The insurance program has been 
approved by the bank or association 
from among eligible programs made 
available to it by insurers— 

(A) Meeting reasonable financial and 
quality of service standards prescribed 
by the bank; and 

(B) Licensed under State law to do 
business in the State(s) in which the 
insurance is offered: 

(ii) The bank or association has the 
capacity to render authorized insur-
ance services in an effective and effi-
cient manner; 

(iii) There exists the probability that 
the service will generate sufficient rev-
enue to cover all costs; 

(iv) Rendering the insurance service 
will not have an adverse effect on the 
credit or other operations of the bank 
or association; and 

(v) In making insurance available 
through approved insurers, the board of 
directors of the bank or association 
shall make a reasonable and good faith 
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