PART 618 - GENERAL PROVISIONS

Authority:  Secs. 1.5,1.11,1.12,2.2,2.4,25,2.12,3.1,3.7,4.12, 4.13A, 4.25,4.29, 5.9, 5.10, 5.17 of
the Farm Credit Act (12 U.S.C. 2013, 2019, 2020, 2073, 2075, 2076, 2093, 2122, 2128,
2183, 2200, 2211, 2218, 2243, 2244, 2252).

Subpart A - Related Services

§618.8000 Definitions.

For the purposes of this subpart, the following definitions shall apply:

(a) Program means the method or procedures used to deliver a related service. This
distinguishes the particulars of how a related service will be provided from the type of
activity or concept.

(b) Related service means any service or type of activity provided by a System bank
or association that is appropriate to the recipient’s operations, including control of related
financial matters. The term "related service" includes, but is not limited to, technical
assistance, financially related services and insurance, but does not include lending or leasing
activities.

(c) System banks and associations means Farm Credit Banks, agricultural credit
banks, banks for cooperatives, agricultural credit associations, production credit associations,
Federal land bank associations, Federal land credit associations, and service corporations
formed pursuant to section 4.25 of the Act.

[60 FR 34099, June 30, 1995, as amended at 69 FR 43514, July 21, 2004]

§ 618.8005 Eligibility.

(a) Farm Credit Banks and associations may offer related services appropriate to
on-farm and aquatic operations to persons eligible to borrow as defined in §8 613.3000(a)
and (b), 613.3010, and 613.3300 of this chapter.

(b) Banks for cooperatives may offer related services to entities eligible to borrow as
defined in §8§ 613.3100, 613.3200, and 613.3300 of this chapter.

(c) Agricultural credit banks may offer related services appropriate to on-farm and
aquatic operations of persons eligible to borrow specified in paragraph (a) of this section and
may offer related services to entities eligible to borrow as specified in paragraph (b) of this
section.

(d) Service corporations formed pursuant to section 4.25 of the Act may offer related
services to persons eligible to borrow from the owners of the service corporation, pursuant to
paragraphs (), (b), (c), and (e) of this section.

(e) System banks and associations may provide related services to recipients that do
not otherwise meet the requirements of this section in connection with loan applications, loan
servicing, and other transactions, between these recipients and persons eligible to borrow as
defined in paragraph (a), (b), or (c) of this section, as long as the service provided is
requested by an eligible borrower or necessary to the transaction between the parties. Such
services include, but are not limited to, fee appraisals of agricultural assets provided to any
Federal agency, commercial banks, and other lenders.

[60 FR 34099, June 30, 1995, as amended at 62 FR 4450, Jan. 30, 1997; 69 FR 43515, July
21, 2004]
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§618.8010 Related services authorization process.

(a) Authorities. System banks and associations may only offer related services that
meet the criteria specified in this regulation and are authorized by the FCA.

(b) New service proposals.

(1) A System bank or association that proposes or intends to offer a related service
that the FCA has not previously authorized must submit to the FCA, in writing, a proposal
that includes a description of the service, a statement of how it meets the regulatory definition
of "related services" in § 618.8000(b), and the risk analysis cited in § 618.8020(b)(3). The
FCA will evaluate the proposed service based on the information submitted, and may also
consider whether there are extenuating circumstances or other compelling reasons that justify
the proposed service or support a determination that the service is not authorized. This
evaluation will focus primarily on Systemwide issues rather than on institution or
program-specific factors.

(2) When authorizing a proposed related service, at its discretion, the FCA may
impose special conditions or limitations on any related service or program to offer a related
service.

(3) Atits discretion the FCA may, at any time during its evaluation of a proposed
related service, publish the proposed related service in the Federal Register for public
comments.

(4) Within 60 days of the FCA receiving a completed proposal, including any
additional information the FCA may require, the FCA will act on the request to authorize a
new service. The FCA shall approve the request, deny the request, or publish the service for
public comment in the Federal Register. For good cause and prior to the expiration of the
60 days, the FCA may extend this period for an additional 60 days.

(5) Within the time period established in paragraph (b)(4) of this section, the FCA
shall notify the requesting institution of its actions. Following notification of the requesting
institution, the FCA will notify all System banks and associations of its determination on the
proposed service by bookletter or other means. If a service is not authorized, the reasons for
denial will be included in the notifications to the System and the requesting institution.

(c) Previously authorized services .

(1) For related services that have been authorized by the FCA, any System bank or
association may develop a program and subsequently offer the related service to eligible
recipients, subject to any special conditions or institutional limits placed by the FCA. These
programs will be subject to review and evaluation during the examination and enforcement
process.

(2) The FCA shall make available to all System banks and associations a list of such
related services ("related services list" or "list") and will update the list in accordance with
paragraph (b)(5) of this section. The list will contain the following:

(i) A description of each related service; and

(ii) The types of institutions authorized to offer each type of related service;

(iii) Identification of any special conditions on how the related service may be
offered. The special conditions and description of the service will be fully detailed in FCA's
notice to System institutions under paragraph (b)(5) of this section.

(3) At least 10 business days prior to implementing a related services program
already on the list, the System bank or association must notify the FCA Office of
Examination field office responsible for examining that institution in writing and provide it
with a description of the proposed related service program.

[60 FR 34099, June 30, 1995]
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§618.8015 Policy guidelines.

(a8) The board of directors of each System bank or association providing related
services must adopt a policy addressing related services. The policy shall include clearly
stated purposes, objectives, and operating parameters for offering related services and a
requirement that each service offered be consistent with the institution's business plan and
long-term strategic goals. Such policy shall also be subject to review under an appropriate
internal control policy.

(b) All related services must be offered to recipients on an optional basis. If the
institution requires a related service as a condition to borrow, it must inform the recipient that
the related service can be obtained from the institution or from any other person or entity
offering the same or similar related services.

(c) All fees for related services must be separately identified from loan interest
charges and disclosed to the recipient of the service prior to providing or implementing the
service.

[60 FR 34099, June 30, 1995]

§618.8020 Feasibility requirements.

For every related service program a System bank or association provides, it must
document program feasibility. 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 consistent with the long-term
goals described in its capital plan;

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

(3) An analysis of the risk in the program, including:

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

(if) An evaluation of the financial liability that may be incurred as a result of offering
the program and any insurance or other measures that are necessary 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
appropriately manage these conflicts.

[60 FR 34099, June 30, 1995]

§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 association
has performed a feasibility analysis pursuant to § 618.8020. The bank review is limited to a
determination that the feasibility analysis is complete and that the analysis establishes that it
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is feasible for the association to provide the program. Any conclusion by the bank that the
feasibility analysis is incomplete or fails to demonstrate 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 offering a service for the first time or offering 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 pursuant to § 618.8020. If the owners all agree, one bank
with a significant ownership interest can be delegated this responsibility.

[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 following conditions:

(1) The System bank or association obtains consent from all chartered institutions
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
lender institution chartered in the territory in which the related service is to be provided.

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

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

(c) An institution that consents to another bank or association providing a related
service in its chartered territory 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 program
consented to imposes a financial obligation on the consenting institution. If a financial
obligation exists, then the consenting institution must comply with 88 618.8015, 618.8020
and 618.8025.

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

[60 FR 34099, June 30, 1995]
Subpart B - Member Insurance

8 618.8040 Authorized insurance service.

() Farm Credit System banks (excluding banks for cooperatives) (hereinafter banks)
and associations may sell to their members and borrowers, on an optional basis, credit or term
life and credit disability insurance appropriate to protect the loan commitment in the event of
death or disability of the debtors. The sale of other insurance necessary to protect a member's
or borrower's farm or aquatic unit is permitted, but limited to hail and multiple-peril crop
insurance, title insurance, and insurance necessary to protect the facilities and equipment of
aquatic members and borrowers. A member or borrower shall have the option, without
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coercion from the bank or association, to accept or reject such insurance.

(b) Bank and association board policies governing the provision of member
insurance programs shall be established within the following general guidelines:

(1) A System bank or association may provide credit or term-life or credit-disability
insurance only to persons who have a loan or lease with any System bank or association,
without regard to whether such institution is the provider. Term-life insurance coverage may
continue after the loan has been repaid or the lease terminated, provided 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 insurance
specified in paragraph (a) of this section, as long as purchasers are members of a System bank
or association. For the purposes of this section, "member" means someone eligible to borrow
who is a stockholder or participation certificate holder and who acquired stock or
participation certificates to obtain a loan, for investment purposes, or to qualify for other
services 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 insurance 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 requirements of 8 618.8040(b)(4)(i) of this section. The banks shall make a reasonable
and good faith effort to attract more than two qualified insurers for each insurance program
offered to borrowers in all States of the bank's chartered territory. Where the bank is unable
to approve more than two insurers, the bank shall document its efforts to attract additional
qualified insurers for the affected insurance program and State. The banks may provide
comparative 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;

(if) The bank or association has the capacity to render authorized insurance services
in an effective and efficient manner;

(iii) There exists the probability that the service will generate sufficient revenue 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 effort to select and offer at
least two approved insurers for each type of insurance made available to the members and
borrowers. In the event that the bank or association has selected less than two insurers for
any insurance program, such bank or association shall document the reasons why it is unable
to offer members and borrowers additional insurers for the affected insurance program.

(5) All costs to members and borrowers for insurance services provided shall be
disclosed separately from interest charges.

(6) Bank and association personnel shall not benefit from insurance sales by receipt
of commissions or gifts from underwriting insurance companies. However, employees may
participate in an incentive plan under which incentive compensation is provided based on the
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sale of insurance.

(i) Inany single year, for all employees except full-time insurance personnel or
full-time supervisors or managers of insurance departments, incentive compensation
attributable to sales of all types of insurance cannot exceed an amount equivalent to 5 percent
of the recipient's annual base salary.

(ii) Inany single year, for full-time insurance personnel and full-time supervisors and
managers of insurance departments, incentive compensation for sales of credit life and similar
types of insurance (i.e. insurance that pays on a loan or mortgage upon the death or disability
of the debtor) cannot exceed an amount equivalent to 5 percent of the recipient's annual base
salary.

(iii) No incentive compensation limit applies to sales of other insurance (crop, title,
etc.) by full-time insurance personnel or full-time supervisors or managers of insurance
departments.

(7) Term insurance may be written for the amount of coverage desired by the
member or borrower, but in no case may the amount of term insurance, credit life insurance,
or a combination of the two with an institution of the System, be in excess of total loan
commitments to the member or borrower by the institution writing the insurance.

(8) The banks may, only by agreement with an insurer, offer services traditionally
furnished by insurers to the Farm Credit System. This shall include master marketers when
considering the sale of Federal crop insurance. The banks shall not underwrite insurance,
adjust claim payments or settlements, or train and school or service adjustors or insurance
agents.

(9) No bank or association shall, directly or indirectly, condition the extension of
credit or provision of other service on the purchase of insurance sold or endorsed by a bank
or association. At the time insurance sold or endorsed by a bank or association is offered to a
member or borrower, a bank or association shall present a written notice that the service is
optional. The notice shall be in prominent type and separately signed by the member or
borrower. The bank or association shall explain to the member or borrower that purchase of
insurance from the association is optional and that the member or borrower will not be
discriminated against for obtaining the insurance elsewhere.

(10) No bank or association shall, directly or indirectly, discriminate in any manner
against any agent, broker, or insurer that is not affiliated with such bank or association, or
against any party who purchases insurance through any such nonaffiliated insurance agent,
broker, or insurer.

(11) Bank supervision shall ensure that insurance services offered by approved
insurers consistently provide members or borrowers with a high quality and cost-effective
service as prescribed by policies of the bank's board of directors, but such supervision shall
be without any coercion or suasion from any bank in favor of any agent or insurer.

(12) Records must be maintained by banks and associations in sufficient detail to
facilitate the review and supervision required herein.

[47 FR 38867, Sept. 3, 1982, as amended at 53 FR 35305, Sept. 13, 1988; 56 FR 65990, Dec.
20, 1991. Redesignated and amended at 60 FR 34099, 34101, June 30, 1995]

Subpart C - [Reserved]

[64 FR 34519, June 28, 1999]

Subpart D - E [Reserved]
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Subpart F - [Reserved]

[64 FR 43049, Aug. 9, 1999]
Subpart G - Releasing Information

§618.8300 General regulation.

Except as necessary in performing official duties or as authorized in the following
paragraphs, no director or employee of a bank, association, or agency thereof shall disclose
information of a type not ordinarily contained in published reports or press releases regarding
any such banks or associations or their borrowers or members.

[37 FR 11442, June 7, 1972. Redesignated at 47 FR 12151, Mar. 22, 1982]

§618.8310 Lists of borrowers and stockholders.

(a) Any System institution, for the purpose of protecting the security position of the
institution, may provide lists of borrowers to buyers, warehousemen, and others who deal in
produce or livestock of the kind that secures such loans, except to the extent such actions are
prohibited by State laws adopted in accordance with the Food Security Act of 1985, Pub. L.

99-198, 99 Stat. 1354. Lists of borrowers or stockholders shall not otherwise be released by
any bank or association except in accordance with paragraph (b) of this section.

(b)(1) Within 7 days after receipt of a written request by a stockholder, each Farm
Credit bank or association must provide a current list of its stockholders’ names, addresses,
and classes of stock held to such requesting stockholder. As a condition to providing the list,
the bank or association may only require that the stockholder agree and certify in writing that
the stockholder will:

(i) Utilize the list exclusively for communicating with stockholders for permissible purposes;
and

(i1) Not make the list available to any person, other than the stockholder's attorney or accountant,
without first obtaining the written consent of the institution.

(2) As an alternative to receiving a list of stockholders, a stockholder may request the institution
mail or otherwise furnish to each stockholder a communication for a permissible purpose on behalf of
the requesting stockholder. This alternative may be used at the discretion of the requesting stockholder,
provided that the requester agrees to defray the reasonable costs of the communication. In the event the
requester decides to exercise this option, the institution must provide the requester with a written
estimate of the costs of handling and mailing the communication as soon as practicable after receipt of
the stockholder's request to furnish a communication. However, a stockholder may not exercise this
option when requesting the list to distribute campaign material for election to the institution board or
board committees. Farm Credit banks and associations are prohibited from distributing or mailing
campaign material under § 611.320(e) of this chapter.

(3) For purposes of paragraph (b) of this section "permissible purpose” is defined to mean
matters relating to the business operations of the institutions. This includes matters relating to the
effectiveness of management, the use of institution assets, the distribution by stockholder candidates of
campaign material for election to the institution board or board committees, and the performance of
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directors and officers. This does not include communications involving commercial, social, political, or
charitable causes, communications relating to the enforcement of a personal claim or the redress of a
personal grievance, or proposals advocating that the bank or association violate any Federal, State, or
local law or regulation.

[51 FR 39503, Oct. 28, 1986, as amended at 53 FR 35457, Sept. 14, 1988; 61 FR 67188, Dec.
20, 1996; 71 FR 5763, Feb. 2, 2006]

§618.8320 Data regarding borrowers and loan applicants.

(a) Except as provided in paragraph (b) of this section, the directors, officers, and
employees of every bank and association shall hold in strict confidence all information
regarding the character, credit standing, and property of borrowers and applicants for loans.
They shall not exhibit or quote the following documents: Loan applications; supplementary
statements by applicants; letters and statements relative to the character, credit standing, and
property of borrowers and applicants; recommendations of loan committees; and reports of
inspectors, fieldmen, investigators, and appraisers.

(b) The requirements of paragraph (a) of this section are subject to the following
exceptions.

(1) Examiners and other authorized representatives of the Farm Credit
Administration and the bank concerned shall have free access to all information, records, and
files.

(2) In connection with a legitimate law enforcement inquiry, accredited
representatives of any agency or department of the United States may be given access to
information upon presentation of official identification and a written request specifying:

(i) The particular information desired; and

(ii) That the information is relevant to the law enforcement inquiry and will be used
only for the purpose for which it is sought.

(3) The chairman of the presidents committees and the presidents of the banks may
supply statistical and other impersonal information pertaining to groups of borrowers,
applicants, and loans, in response to requests from any department or independent office of
the Government of the United States, or responsible private organizations, with the
understanding that the information will not be published.

(4) Information concerning borrowers may be given for the confidential use of any
Farm Credit institution in contemplation of the extension of credit, administration of credit, or
the collection of loans.

(5) Impersonal information based solely on transactions or experience with a
borrower, such as amounts of loans, terms and payment records, may be given by a bank or
association to any reliable organization for its confidential use in contemplation of the
extension of credit or to a consumer reporting agency.

(6) Credit information concerning any borrower may be given when such borrower
consents thereto in writing.

(7) An unsuccessful applicant for credit which primarily is for personal, family, or
household purposes, if his application was rejected either wholly or partly because of
information contained in a consumer report from a consumer reporting agency shall be
advised as required in section 615(a) of the Fair Credit Reporting Act (84 Stat. 1133), and if
his application was rejected either wholly or partly because of information obtained from a
person other than a consumer reporting agency shall be advised as required in section 615(b)
thereof.

(8)(i) Any information or analysis of information requested during the course of
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mediation by a State agency, governor's office or mediator under any State mediation
program certified under section 501 of the Agricultural Credit Act of 1987, may be provided
to the State agency, governor's office or mediator, with the approval of the borrower.

(ii) Information concerning borrowers contained in an appraisal report may be given
by a Farm Credit institution to any State agency certifying and licensing real estate appraisers
provided that the Farm Credit institution:

(A) Certifies that the information is required in connection with an employee's
application for certification and licensure and that the institution has taken appropriate steps
to protect the confidentiality of any borrower information that is not essential to the State's
evaluation of the application; and

(B) Determines that the State certification and licensing program makes reasonable
provisions for protecting the confidentiality of the borrower information contained in the
appraisal report.

(9) Collateral evaluation reports may be released to a loan applicant, when required
by the Equal Credit Opportunity Act or related regulations.

(c) The exceptions in paragraph (b) of this section shall be exercised by Farm Credit
institutions with full awareness of the requirements of the Fair Credit Reporting Act.

[37 FR 11442, June 7, 1972. Redesignated at 47 FR 12151, Mar. 22, 1982, and amended at
53 FR 35457, Sept. 14, 1988; 56 FR 2675, Jan. 24, 1991; 58 FR 51994, Oct. 6, 1993; 59 FR
46734, Sept. 12, 1994; 61 FR 67188, Dec. 20, 1996; 62 FR 25831, May 12, 1997; 64 FR
43049, Aug. 9, 1999; 75 FR 35968, June 24, 2010]

§618.8325 Disclosure of loan documents.

(a) For purposes of this section, the following definitions shall apply:

(1) Borrower means any signatory to a loan contract who is either primarily or
secondarily liable on such contract, including guarantors, endorsers, cosigners or the like.

(2) Execution of the loan means the time at which the borrower and the qualified
lender have entered into a legal, binding, and enforceable loan contract and any subsequent
amendment or modification of such contract.

(3) Loan means a loan made to a farmer, rancher, or producer or harvester of aquatic
products, for any agricultural or aquatic purpose and other credit needs of the borrower;
including financing for basic processing and marketing directly related to the borrower's
operations and those of other eligible farmers, ranchers, and producers or harvesters of
aquatic products.

(4) Loan contract means any written agreement under which a qualified lender lends
or agrees to lend funds to a borrower in consideration for, among other things, the borrower's
promise to repay the loaned funds at an agreed upon rate of interest.

(5) Loan document means any form, application, agreement, contract, instrument, or
other writing to which a borrower affixes his signature or seal and which the qualified lender
intends to retain in its files as evidence relating to the loan contract entered into between it
and the borrower, but shall not include any document related to a loan which the borrower
has not signed.

(6) Qualified lender means:

(i) A System institution that makes loans (as defined in paragraph (3) of this section)
except a bank for cooperatives; and

(ii) Each bank, institution, corporation, company, union, and association described in
section 1.7(b)(1)(B) of the Act, but only with respect to loans discounted or pledged under
section 1.7(b)(1) of the Act.
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(b) Each qualified lender shall provide a copy of all loan documents to the borrower
or the borrower's legal representative at the execution of the loan. Subsequently, upon
written request of a borrower or a borrower's legal representative, a qualified lender shall
provide, as soon as practicable, a copy of any loan documents signed by the borrower, a copy
of other documents delivered by such borrower to that qualified lender, and a copy of each
collateral evaluation of the borrower's assets made or used by the qualified lender. To the
extent that a collateral evaluation may contain confidential third party information, the lender
may protect such confidential third party information by withholding any information that
would disclose identifying characteristics of the third party or his property. One copy shall
be furnished free of charge. The lender may assess reasonable copying charges for any
additional copies requested by the borrower.

(c) Each System bank and association shall have available in its offices copies of the
institution’s articles of incorporation or charter and bylaws for inspection and shall furnish a
copy of such documents to any owner of stock or participation certificates upon request.

[51 FR 39504, Oct. 28, 1986, as amended at 53 FR 35458, Sept. 14, 1988; 56 FR 2675, Jan.
24,1991; 59 FR 46734, Sept. 12, 1994; 61 FR 67188, Dec. 20, 1996]

§618.8330 Production of documents and testimony during litigation.

(a) If your bank or association is a party to litigation with a borrower or a successor in
interest, you or your directors, officers, or employees may disclose confidential information
about that borrower or the successor in interest during the litigation.

(b) If the Government or your bank or association is not a party to litigation, you or
your directors, officers, or employees may produce confidential documents or testimony only
if a court of competent jurisdiction issues a lawful order signed by a judge.

[64 FR 43049, Aug. 9, 1999]

§618.8340 [Reserved]

[61 FR 67188, Dec. 20, 1996]

Subpart H - Disposition of Obsolete Records
§618.8360 [Reserved]

[61 FR 67188, Dec. 20, 1996]

§618.8370 [Reserved]
[61 FR 67188, Dec. 20, 1996]

Subpart I - [Reserved]

[61 FR 67188, Dec. 20, 1996]

Subpart J - Internal Controls

June 2012 618-10 FCA Regulations



§618.8430 Internal controls.

Each Farm Credit institution's board of directors must adopt an internal control
policy, providing adequate direction to the institution in establishing effective control over,
and accountability for, operations, programs, and resources. The policy must include, at a
minimum, the following:

(a) Direction to management which assigns responsibility for the internal control
function (financial, credit, credit review, collateral, and administrative) to an officer (or
officers) of the institution.

(b) Adoption of internal audit and control procedures that evidence responsibility for
review and maintenance of comprehensive and effective internal controls.

(c) Direction for the operation of a program to review and assess its assets. These
policies shall include standards which address the administration of this program, described
in the list which follows:

(1) Loan, loan-related assets, and appraisal review standards, including standards for
scope of review selection and standards for workpapers and supporting documentation.

(2) Asset quality classification standards to be utilized in accordance with a
standardized classification system consistent among associations within a district and their
funding Farm Credit Bank or agricultural credit bank.

(3) Standards for assessing credit administration, including the appraisal of
collateral.

(4) Standards for the training required to initiate the program.

(d) The role of the audit committee in providing oversight and review of the
institution’s internal controls.

[55 FR 24888, June 19, 1990, as amended at 71 FR 5763, Feb. 2, 2006]

§618.8440 Planning.

(a) Business plan requirement. No later than 30 days after the commencement of
each calendar year, the board of directors of each Farm Credit System institution must adopt
an operational and strategic business plan for at least the succeeding 3 years.

(b) Content of business plan. The plan must include, at a minimum, the following:

(1) A mission statement.

(2) Anannual review of the internal and external factors likely to affect the
institution during the planning period. The review must:

(i) Incorporate the description and assessment of workforce and management strengths and
weaknesses required by paragraph (b)(7)(i) of this section;

(ii) Include an assessment of the needs of the board, including skills and diversity, based on the
annual self-evaluation of the board’s performance; and

(iii) Include strategies for correcting identified weaknesses.

(3) Quantifiable goals and objectives.

(4) Pro forma financial statements for each year of the plan.

(5) A detailed operating budget for the first year of the plan.

(6) The capital adequacy plan adopted pursuant to § 615.5200(b) of this chapter.

(7) A human capital plan that includes, at a minimum, the items specified in this
paragraph (b)(7). These items may be contained in other board-approved documents that are
adopted annually, provided the items are summarized in, and incorporated by reference into,
the human capital plan.
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(i) A description of the institution’s workforce and management and an assessment of their
strengths and weaknesses;

(if) A description of the institution’s workforce and management succession programs; and

(iii) Strategies and actions to strive for diversity and inclusion within the institution’s workforce
and management.

(8) For each Farm Credit System institution in its exercise of title 111 lending authorities and
direct lender association, a marketing plan that strategically addresses how the institution will further the
objective of the Act, set forth in section 1.1(b) of the Act, that the System be responsive to the credit
needs of all types of agricultural producers having a basis for credit. The marketing plan must include, at
a minimum, the items specified in this paragraph (b)(8). These items may be contained in other
board-approved documents that are adopted annually, provided the items are summarized in, and
incorporated by reference into, the marketing plan.

(i) A description of the institution’s chartered territory by market segment, including the
characteristics of demography, geography, and types of agriculture practiced; and

(ii) Strategies and actions to market the institution’s products and services to all eligible and
creditworthy persons, with specific outreach toward diversity and inclusion within each market segment.

(c) Board reporting requirements.

(1) Each institution must report annually to its board of directors on the progress the institution
has made in accomplishing the strategies and actions required by paragraph (b)(7)(iii) of this section.

(2) Each institution subject to paragraph (b)(8) of this section must report annually to its board of
directors on the progress the institution has made in accomplishing the strategies and actions required by
paragraph (b)(8)(ii) of this section.

[53 FR 39250, Oct. 6, 1988, as amended at 62 FR 4450, Jan. 30, 1997; 64 FR 34519, June 28,
1999; 71 FR 5764, Feb. 2, 2006; 77 FR 25587, May 1, 2012]
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