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FARM CREDIT ADMINISTRATION 

12 CFR Part 614 

Loan Policies and Operations Provisions 

AGENCY: Farm Credit Administration.

ACTION: Final rule. 

SUMMARY: The Farm Credit Administration, by its Federal Farm Credit Board, is amending its regulation dealing with loans that are subject to bank approval. This amendment eliminates the prior approval requirements for certain types of loans and specifies which Farm Credit System bank is responsible for approving loans to directors, officers, and employees of System institutions. 

EFFECTIVE DATE: December 3, 1982. 

FOR FURTHER INFORMATION CONTACT: Larry H. Bacon, Deputy Governor, Office of Administration, 490 L'Enfant Plaza, SW., Washington, DC 20578 (202-755-2181). 
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SUPPLEMENTARY INFORMATION: On June 14, 1982, the Farm Credit Administration noticed and published for public comment a proposed amendment to 12 CFR Part 614 (47 FR 25535) which would amend regulation § 614.4470. The Federal Farm Credit Board (Board) considered each of the comments received and adopted the final regulation at its October 4-6, 1982 meeting. 

The amended regulation eliminates the prior approval requirements for certain types of loans and clarifies which bank has responsibility for reviewing and approving individual loans. The prior regulation required that all loans by System institutions to bank officers and employees and association directors, officers, and employees were subject to prior approval by the district bank. The amended regulation eliminates the prior approval requirement when the association in which the loan originates does not employ the borrower, is not under joint management with the association employing the borrower, or is not supervised by the bank which employs the borrower. For example, under the amended regulation a production credit association (PCA) employee does not need prior approval for a Federal land bank association (FLBA) loan unless the PCA and the FLBA are under joint management. Similarly, a Federal intermediate credit bank (FICB) employee does not need prior approval for a loan from a Federal land bank (FLB). The amended regulation clarifies that when approval is required it must be given by the bank supervising the association in which the loan originates. 

The term "controls" as used in subsection (b)(2) means: Ownership of 5 percent or more of the equity; owning, controlling, or having the power to vote 5 percent or more of any class of voting securities; or having the power to exercise a controlling influence over the management or policies of such entity. 

Eight comments were received which supported the proposed amendment. One additional comment recommended that subsection (a)(5) should be limited to include only loans to bank employees who are in a position to exercise influence over association personnel. The Board does not believe that the regulation should provide exceptions from prior approval of the type suggested. The regulation ensures adequate monitoring of System lending activities with employees and will not create any hardship for employees who are properly carrying out their duties and responsibilities. 

List of Subjects in 12 CFR Part 614 

Agriculture, Banks, banking, Credit, Rural areas. 

PART 614 -- LOAN POLICIES AND OPERATIONS 

For the reasons set out in the preamble, Part 614 of Chapter VI, Title 12 of the Code of Federal Regulations is amended as shown. 

Subpart M -- Loan Approval Requirements 

Section 614.4470 is revised to read as follows: 

§ 614.4470 Loans subject to bank approval. 

(a) The following loans (unless such loans are of a type prohibited under Part 612) shall be subject to prior approval of the bank supervising the association in which the loan application originates: 

(1) Loans to a director of the association. 

(2) Loans to a director of an association which is under joint management when the application originates in one of the associations. 

(3) Loans to an employee of the association. 

(4) Loans to an employee of an association which is under joint management when the application originates in one of the associations. 

(5) Loans to bank employees when the application originates in one of the associations supervised by the employing bank. 

(b) Loans to any borrower shall be subject to the prior approval of the bank supervising the association in which the loan application originates whenever a director or an employee of the association or an employee of the bank supervising the association: 

(1) Will receive proceeds of the loan in excess of the amount prescribed by the supervising bank board and approved by the Farm Credit Administration, or 

(2) Has a significant personal or beneficial interest in the loan, the proceeds, or the security, or controls the borrower, or 

(3) Is an endorser, guarantor, or comaker with respect to the loan in excess of an amount prescribed by the supervising bank board and approved by the Farm Credit Administration. 

(c) Any loan which will result in any one borrower being obligated (as defined in § 614.4360(b)) in excess of an amount established by the supervising bank under its policies for delegation of authority to associations shall be subject to prior approval of the supervising bank. 

* * * * * 

(Sec. 5.9, 5.12, 5.18, Pub. L. 92-181, 85 Stat. 619, 620, 621, (12 U.S.C. 2243, 2246 and 2252.)) 

Donald E. Wilkinson, 

Governor. 
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