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FARM CREDIT ADMINISTRATION

12 CFR Part 614

Loan Policies and Operation; Borrower Rights 

AGENCY: Farm Credit Administration.

ACTION: Proposed rule.  

SUMMARY: The Farm Credit Administration Board (Board) publishes for comment proposed amendments to the credit review committee regulations at 12 CFR 614.4440 through 614.4444.  

The Farm Credit Administration (FCA) published final regulations on this subject on October 28, 1986, which were effective November 28, 1986. Comments on certain aspects of the regulation were received until December 30, 1986. In response to those comments, the Board published amendments to the regulations on April 15, 1987, which were effective May 20, 1987. The Board determined that further amendments to the regulations should be proposed for public comment.  

DATE: Written comments are due on or before August 3, 1987. 

ADDRESSES: Submit any comments in writing (in triplicate) to Frederick R. Medero, General Counsel, Farm Credit Administration, 1501 Farm Credit Drive, McLean, VA 22102-5090.

FOR FURTHER INFORMATION CONTACT: Nancy E. Lynch, Senior Attorney, Office of General Counsel, Farm Credit Administration, 1501 Farm Credit Drive, McLean, VA 22102-5090, (703) 883-4020, TDD (703) 883-4444.  

[bookmark: _GoBack]SUPPLEMENTARY INFORMATION: The Farm Credit Amendments Act of 1985 (1985 Amendments) amended the provisions of the Farm Credit Act of 1971, as amended (Act), regarding the internal procedures of Farm Credit System (System) institutions concerning review of denials on loan applications. As amended, section 4.14 of the Act requires System institutions to establish credit review committees, which must include at least one member of the institution's board of directors. The regulations at 12 CFR 614.4440 through 614.4444 implement these statutory provisions. These regulations were effective November 28, 1986. Amendments published on April 15, 1987, were effective May 20, 1987. The initial amendments were in response to comments received by the Board on four specific areas of the final regulations. See 52 FR 12143. 

During the consideration of the initial amendments, the Board perceived a need for further amendments to the regulation. Due to the nature of the changes, the Board determined that public comment should be invited on the additional amendments. Specifically the Board proposes to amend 12 CFR 614.4440(c) to include the Federal land banks (FLBs) and the Federal intermediate credit banks (FICBs) in the definition of "System institution." As a result of the expanded definition, changes are also proposed to 12 CFR 614.4442. The amendment proposes that each System institution establish one or more credit review committees. These amendments are the result of comments addressed to the Board from borrowers and System institutions which indicated some concern that the credit review process be conducted at the level of the decision-making on a loan, e.g., at the FICB for loans to production credit association directors (official loans) for which the FICB has approval authority. It is not intended that the credit review committees at the FICB or at the FLB exercise any type of review over final decisions of credit review committees at the association level. The amendment is intended only to provide the borrower with an opportunity to have an adverse decision reviewed by the actual decisionmaker.  

The second area of concern involves the delegation of the duties of the institution's Board member of the credit review committee, as now permitted by 12 CFR 614.4442(a) and (b). Although the Board has not changed its position that delegation may be appropriate, especially in districtwide associations, concerns have been raised that stockholders have a legitimate interest in having an elected Board member actively participate on the credit review committee. Therefore, the Board proposes to amend the regulation to permit the designation of an alternate who may perform the credit review committee duties but who also must be a member of the institution's Board. The Board reiterates its position as stated in the preamble to the final regulations that it seeks to balance the potentially conflicting goals of enhancing the operational efficiency of the System and protecting borrowers' rights.  

List of Subjects in 12 CFR Part 614 

Agriculture, Banks, Banking, Credit.  

As stated in the preamble, it is proposed that Part 614 of Chapter VI, Title 12 of the Code of Federal Regulations be amended as follows: 

PART 614 -- LOAN POLICIES AND OPERATIONS 

1. The authority citation for Part 614 continues to read as follows: 

Authority: 12 U.S.C. 2183, 2199, 2202, 2243, 2244, 2252(a)(10). 
 
2. Section 614.4440 is amended by revising paragraph (c) to read as follows: 

Subpart L -- Notice of Action and Review 

§  614.4440 Definitions.  

* * * * * 

(c) "System institution" means (1) banks for cooperatives; (2) Federal land banks; (3) Federal intermediate credit banks; (4) Federal land bank associations; (5) production credit association; and (6) The Farm Credit System Capital Corporation.  

3. Section 614.4442 is amended by removing paragraphs (a) and (b) and inserting the following: 

§  614.4442 Credit review committees.  

The board of directors of each System institution shall establish one or more credit review committees to review adverse credit decisions made by the institution. The membership of each committee shall include at least one member of the institution's board, and a majority of each committee shall be composed of persons who were not involved in making the adverse credit decision under review. The duties of the members of the review committees may not be delegated to any other person, except that the credit review committee duties of the board member may be performed from time to time by an alternate designated by the board who shall also be a board member. Provided further that, in the case of The Farm Credit System Capital Corporation board member, by unanimous vote, the Capital Corporation board may designate an alternate who is a member of the board of the institution that originated the loan under review by the committee, and who is willing to serve.  

William A. Sanders, Jr., 

Secretary, Farm Credit Administration Board.  
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