
127 

Farm Credit Administration § 614.4200 

of legal options to preserve the lender’s 
collateral position or guard against 
loss. Loan servicing policies for rural 
home loans shall recognize the inher-
ent differences between agricultural 
and rural home lending. 

(2) Operating loans. The objective 
shall be to service such loans to assure 
disbursement in accordance with the 
basis of approval, repayment from the 
sources obligated or pledged, and to 
minimize risk exposure to the lender. 
Procedures shall require: 

(i) The procurement of periodic oper-
ating data essential for maintaining 
control, for the proper analysis of such 
data, and prompt action as needed; 

(ii) Inspections, reappraisals, and 
borrower visits appropriate to the na-
ture and quality of the loan; and 

(iii) Controls on insurance, margin 
requirements, warehousing, and the 
prompt exercise of legal options to pre-
serve the lender’s collateral position 
and guard against loss. 

(3) Legal entity loans. In addition to 
the foregoing servicing objectives for 
term and operating loans, procedures 
for servicing these loans shall require 
procurement of data on changes in 
ownership, control, and management; 
review of business objectives, financing 
programs, organizational structure, 
and operating methods, and appro-
priate analysis of such changes with 
provision for action as needed. 

[37 FR 11424, June 7, 1972, as amended at 40 
FR 17745, Apr. 22, 1975. Redesignated at 46 FR 
51878, Oct. 22, 1981 and amended at 48 FR 
54475, Dec. 5, 1983; 51 FR 39502, Oct. 28, 1986; 
57 FR 38250, Aug. 24, 1992; 61 FR 67187, Dec. 20, 
1996. Redesignated at 75 FR 35968, June 24, 
2010] 

§ 614.4175 Uninsured voluntary and in-
voluntary accounts. 

(a) Borrowers may make voluntary 
advance payments on their loans or, 
under agreement with a System insti-
tution, may make voluntary advance 
conditional payments intended to be 
applied to future maturities. The mon-
ies in the advance conditional payment 
accounts may be available for return to 
the borrower in lieu of increasing his 
loan. System institutions may pay in-
terest on advance conditional pay-
ments for the time the funds are held 
unapplied at a rate not to exceed the 

rate charged on the related loan(s). 
System institutions shall hold any ad-
vance conditional payments received in 
accordance with this section in vol-
untary advance payment accounts. 

(b) System institutions may estab-
lish involuntary payment accounts in-
cluding, but not limited to, funds held 
for the borrower, such as loan proceeds 
to be disbursed for which the borrower 
is obligated; the unapplied insurance 
proceeds arising from any insured loss; 
and total insurance premiums and ap-
plicable taxes collected in advance in 
connection with any loan. 

[53 FR 35454, Sept. 14, 1988. Redesignated at 
75 FR 35968, June 24, 2010] 

Subpart E—Loan Terms and 
Conditions 

SOURCE: 55 FR 24884, June 19, 1990, unless 
otherwise noted. 

§ 614.4200 General requirements. 
(a) Terms and conditions. (1) The 

terms and conditions of each loan made 
by a Farm Credit bank or association 
shall be set forth in a written docu-
ment or documents, such as a loan 
agreement, promissory note, or other 
instrument(s) appropriate to the type 
and amount of the credit extension, in 
order to establish loan conditions and 
performance requirements. Copies of 
all documents executed by the bor-
rower in connection with the closing of 
a loan made under titles I or II of the 
Act shall be provided to the borrower 
at the time of execution and at any 
time thereafter that the borrower re-
quests additional copies. 

(2) The terms and conditions of all 
loans shall be adequately disclosed in 
writing to the borrower not later than 
loan closing. For loans made under ti-
tles I and II of the Act, the institution 
shall provide prompt written notice of 
the approval of the loan. 

(3) Applicants shall be provided noti-
fication of the action taken on each 
credit application in compliance with 
the requirements of 12 CFR 202.9. 

(b) Security. (1) Long-term real estate 
mortgage loans must be secured by a 
first lien interest in real estate, except 
that the loans may be secured by a sec-
ond lien interest if the institution also 
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12 CFR Ch. VI (1–1–14 Edition) § 614.4231 

holds the first lien on the property. No 
funds shall be advanced, under a le-
gally binding commitment or other-
wise, if the outstanding loan balance 
after the advance would exceed 85 per-
cent (or 97 percent as provided in sec-
tion 1.10(a) of the Act) of the appraised 
value of the real estate, except that a 
loan on which private mortgage insur-
ance is obtained may exceed 85 percent 
of the appraised value of the real estate 
to the extent that the loan amount in 
excess of 85 percent is covered by such 
insurance. The real estate that is used 
to satisfy the loan-to-value limitation 
must be comprised primarily of agri-
cultural or rural property, including 
agricultural land and improvements 
thereto, a farm-related business, a 
marketing or processing operation, a 
rural residence, or real estate used as 
an integral part of an aquatic oper-
ation. 

(2) Notwithstanding the requirements 
of paragraph (b)(1) of this section, the 
lending institution may advance funds 
for the payment of taxes or insurance 
premiums with respect to the real es-
tate, reschedule loan payments, grant 
partial releases of security interests in 
the real estate, and take other actions 
necessary to protect the lender’s col-
lateral position. Any action taken that 
results in exceeding the loan-to-value 
limitation shall be in accordance with 
a policy of the institution’s board of di-
rectors and adequately documented in 
the loan file. 

(3) Short- and intermediate-term 
loans may be secured or unsecured as 
the documented creditworthiness of 
the borrower warrants. 

(4) In addition to the requirements in 
paragraph (b)(1) of this section, a long- 
term, non-farm rural home loan, in-
cluding a revolving line of credit, shall 
be secured by a first lien on the prop-
erty, except that it may be secured by 
a second lien if the institution also 
holds the first lien on the property. A 
short- or intermediate-term loan on a 
rural home, including a revolving line 
of credit, must be secured by a lien on 
the property unless the financing is 
provided exclusively for repairs, re-
modeling, or other improvements to 
the rural home, in which case the loan 
may be secured by other property or 
unsecured if warranted by the docu-

mented creditworthiness of the bor-
rower. 

(5) Except as provided in § 614.4231, 
loans made under title III of the Act 
may be secured or unsecured, as appro-
priate for the purpose of the loan and 
the documented creditworthiness of 
the borrower. 

[62 FR 51014, Sept. 30, 1997] 

§ 614.4231 Certain seasonal commodity 
loans to cooperatives. 

Loans on certain commodities that 
are part of government programs shall 
comply with the criteria established 
for those programs. Security taken on 
program commodities shall be con-
sistent with prudent lending practices 
and ensure compliance with the gov-
ernment program. The bank shall pro-
vide for periodic review by bank offi-
cials of any custodial activities and 
shall provide notice to the custodians 
that their activities are subject to re-
view and examination by the Farm 
Credit Administration. 

[62 FR 51015, Sept. 30, 1997] 

§ 614.4232 Loans to domestic lessors. 
Loans and financial assistance ex-

tended by banks for cooperatives and 
agricultural credit banks to domestic 
lessors to finance equipment or facili-
ties leased by a stockholder of the 
bank shall be subject to the following 
terms and conditions: 

(a) The term of the loan shall not be 
longer than the total period of the 
lease; 

(b) The contract between the lessor 
and lessee shall establish that the 
leased assets are effectively under the 
control of the lessee and that such con-
trol shall continue in effect for essen-
tially all of the term of the lease; 

(c) The lessee must hold at least one 
share of stock or one participation cer-
tificate; and 

(d) The leased equipment and facili-
ties must be primarily for use in the 
lessee’s operations in the United 
States. 

[55 FR 24884, June 19, 1990, as amended at 64 
FR 34517, June 28, 1999] 

§ 614.4233 International loans. 
Term loans made by banks for co-

operatives and agricultural credit 
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