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(c) Funding Corporation. All accept-
ances created by the banks for coopera-
tives or agricultural credit banks shall 
be physically accepted by the Funding 
Corporation when intended for redis-
count. 

[55 FR 24886, June 19, 1990, as amended at 57 
FR 38250, Aug. 24, 1992; 58 FR 40324, July 28, 
1993; 59 FR 37404, July 22, 1994; 62 FR 4445, 
Jan. 30, 1997; 64 FR 34518, June 28, 1999]

§ 614.4720 Letters of credit. 
Banks for cooperatives and agricul-

tural credit banks, under policies 
adopted by their boards of directors, 
may issue, advise, or confirm import or 
export letters of credit in accordance 
with the Uniform Commercial Code, or 
the Uniform Customs and Practice for 
Documentary Credits, to or on behalf 
of its customers. In addition, as a mat-
ter of sound banking practice, letters 
of credit shall be issued in conformity 
with the list which follows. 

(a) Each letter of credit shall be in 
writing and shall conspicuously state 
that it is a letter of credit, or be con-
spicuously entitled as such. 

(b) The letter of credit shall contain 
a specified expiration date or be for a 
definite term. 

(c) The letter of credit shall contain 
a sum certain. 

(d) The bank’s obligation to pay 
should arise only upon fulfilling the 
terms and conditions as specified in the 
letter of credit. The bank must not be 
called upon to determine questions of 
fact or law at issue between the ac-
count party and the beneficiary. 

(e) The bank’s customer should have 
an unqualified obligation to reimburse 
the bank for payments made under the 
letter of credit. 

(f) All letters of credit shall be irrev-
ocable. 

[46 FR 51879, Oct. 22, 1981, as amended at 55 
FR 24887, June 19, 1990; 62 FR 4445, Jan. 30, 
1997; 64 FR 43049, Aug. 9, 1999]

§ 614.4800 Guarantees and contracts of 
suretyship. 

A bank for cooperatives or an agri-
cultural credit bank, under a policy ap-
proved by the bank’s board of direc-
tors, may lend its credit, be itself a 
surety to indemnify another, or other-
wise become a guarantor if an eligible 
cooperative substantially benefits from 

the performance of the transaction in-
volved. A bank may guarantee the debt 
of eligible cooperatives and foreign 
parties or otherwise agree to make 
payments on the occurrence of readily 
ascertainable events if the guarantee 
or agreement specifies a maximum 
monetary liability. Guarantees may be 
secured or unsecured, and can include, 
but are not limited to, such events as 
nonpayment of taxes, rentals, customs 
duties, costs of transport, and loss of or 
nonconformance of shipping docu-
ments. The bank’s customer shall have 
an unqualified obligation to reimburse 
the bank for payments made under a 
guarantee or surety. 

[55 FR 24887, June 19, 1990, as amended at 62 
FR 4445, Jan. 30, 1997]

§ 614.4810 Standby letters of credit. 
(a) The banks for cooperatives and 

agricultural credit banks are author-
ized to issue on behalf of parties eligi-
ble for financing under regulations 
§ 614.4010(d) or § 614.4020 standby letters 
of credit that represent an obligation 
to the beneficiary on the part of the 
issuer: 

(1) To repay money borrowed by, ad-
vanced to, or for the account of the ac-
count party, or 

(2) To make payment on account of 
any indebtedness undertaken by the 
account party, or 

(3) To make payment on account of 
any default by the account party in the 
performance of an obligation. 

(b) As a matter of sound banking 
practice, banks for cooperatives and 
agricultural credit banks shall evalu-
ate applications for standby letters of 
credit on the basis of the loan under-
writing standards adopted pursuant to 
§ 614.4150 of the regulations. 

[46 FR 51879, Oct. 22, 1981, as amended at 55 
FR 24887, June 19, 1990; 62 FR 4445, Jan. 30, 
1997; 62 FR 51015, Sept. 30, 1997]

§ 614.4900 Foreign exchange. 
(a) Before a bank for cooperatives or 

an agricultural credit bank may en-
gage in any financial transaction 
which transports monetary instru-
ments from any place within the 
United States to or through any place 
outside the United States or to any 
place within the United States, the 
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bank must have policies adopted by the 
bank’s board of directors governing 
such transactions and must have estab-
lished bank procedures to safeguard 
the interests of the stockholders of the 
bank in regard to such transactions. 

(b) Under policies adopted by the 
bank’s board of directors, a bank for 
cooperatives or an agricultural credit 
bank may engage in currency exchange 
activities necessary to service indi-
vidual transactions that may be fi-
nanced under the regulations author-
izing export, import, and other inter-
nationally related credit and financial 
services. These currency exchange ac-
tivities shall not include any loans or 
commitments intended to finance spec-
ulative futures transactions by eligible 
borrowers in foreign currencies. The 
bank may engage, on behalf of the eli-
gible borrowers or on its own behalf, in 
bona fide hedging transactions and po-
sitions, where such transactions or po-
sitions normally reduce risks in the 
conduct and management of inter-
national financial activities. The 
bank’s policies should include estab-
lished guidelines for: 

(1) Net overnight positions, by cur-
rency. 

(2) Maturity distribution, by cur-
rency, of foreign currency assets, li-
abilities, and foreign exchange con-
tracts. 

(3) Outstanding contracts with indi-
vidual customers and banks. 

(4) Credit approval procedures safe-
guarding against delivery or settle-
ment risk. 

(5) Total value of outstanding con-
tracts—spot and forward. 

(c) A bank for cooperatives or an ag-
ricultural credit bank is responsible for 
its compliance with the laws of the 
United States in regard to reporting re-
quirements of the Department of the 
Treasury pertaining to currency ex-
change activities and international 
transfers of monetary instruments. 

(d) A bank for cooperatives or an ag-
ricultural credit bank engaged in for-
eign exchange trading shall have writ-
ten policies describing the scope of 
trading activity authorized, delegation 
of authority, types of services offered, 
trading limits, reporting requirements, 
and internal accounting controls. 

(e) The bank’s trading guideline poli-
cies should provide for reporting proce-
dures adequate to inform management 
properly of trading activities and to fa-
cilitate detection of lack of compliance 
with policy directives. 

(f) The bank’s policies shall establish 
foreign exchange delivery limits for el-
igible customers with relationship to 
the customer’s financial capability to 
bear the financial risks assumed. The 
bank will be expected to maintain doc-
umentary evidence that a customer’s 
delivery exposure is reasonable, and 
that responsible bank officers rou-
tinely review outstanding delivery ex-
posure of individual customers. 

(g) The bank’s personnel policies 
shall include written standards of con-
duct for those involved with foreign ex-
change activities, including the fol-
lowing which should be prohibited: 

(1) Trading with entities affiliated 
with the bank or with members of the 
board of directors. 

(2) Foreign exchange and deposit 
transactions with other bank employ-
ees. 

(3) Personal business relationships 
with foreign exchange and money bro-
kers with whom the bank deals. 

(h) The bank’s policies should provide 
detailed instructions regarding the 
need for bank officers to disclose the 
limits of responsibility and liability of 
the bank when it holds positions or 
executes contracts for the account of 
eligible parties. The bank’s policies re-
garding the respective procedures 
should provide reasonable assurance 
that reports on trading activities are 
current and complete, and that the op-
portunity for concealment of unauthor-
ized transactions is kept at the abso-
lute minimum. 

(i) The banks for cooperatives and ag-
ricultural credit banks shall use the 
Funding Corporation for purposes of 
trading foreign exchange. All foreign 
exchange transactions shall be made by 
the Funding Corporation on behalf of 
the banks consistent with instructions 
received from the respective banks. 

(j) Guidelines (b) through (i) of this 
section will not apply if a bank pur-
chases or sells foreign exchange 
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through a commercial bank and has no 
foreign exchange risk exposure. 

[46 FR 51879, Oct. 22, 1981, as amended at 55 
FR 24887, June 19, 1990; 62 FR 4445, Jan. 30, 
1997]

Subpart R—Secondary Market 
Authorities

§ 614.4910 Basic authorities. 
(a) Any bank or association of the 

Farm Credit System, except a bank for 
cooperatives, with direct lending au-
thority may originate agricultural real 
estate loans for sale to one or more 
certified agricultural mortgage mar-
keting facilities under title VIII of the 
Act. 

(b) Any bank or association of the 
Farm Credit System, except a bank for 
cooperatives, may operate as an agri-
cultural mortgage marketing facility 
under title VIII of the Act, either act-
ing alone or jointly with other banks 
and/or associations, if so certified by 
the Federal Agricultural Mortgage 
Corporation. 

[54 FR 1155, Jan. 12, 1989]

Subpart S—Flood Insurance 
Requirements

SOURCE: 61 FR 45711, Aug. 29, 1996, unless 
otherwise noted.

§ 614.4920 Purpose and scope. 
(a) Purpose. This subpart implements 

the requirements of the National Flood 
Insurance Act of 1968 (1968 Act), as 
amended, and the Flood Disaster Pro-
tection Act of 1973 (1973 Act), as 
amended (42 U.S.C. 4001–4129). 

(b) Scope. This subpart, except for 
§§ 614.4940 and 614.4950, applies to loans 
of Farm Credit System (System) insti-
tutions that are secured by buildings 
or mobile homes located or to be lo-
cated in areas determined by the Direc-
tor of the Federal Emergency Manage-
ment Agency to have special flood haz-
ards. Sections 614.4940 and 614.4950 
apply to loans secured by buildings or 
mobile homes, regardless of location.

§ 614.4925 Definitions. 
(a) Building means a walled and 

roofed structure, other than a gas or 

liquid storage tank, that is principally 
above ground and affixed to a perma-
nent site, and a walled and roofed 
structure while in the course of con-
struction, alteration, or repair. 

(b) Community means a State or a po-
litical subdivision of a State that has 
zoning and building code jurisdiction 
over a particular area having special 
flood hazards. 

(c) Designated loan means a loan se-
cured by a building or a mobile home 
that is located or to be located in a 
special flood hazard area in which flood 
insurance is available under the 1968 
Act. 

(d) Director of FEMA means the Direc-
tor of the Federal Emergency Manage-
ment Agency. 

(e) Mobile home means a structure, 
transportable in one or more sections, 
that is built on a permanent chassis 
and designed for use with or without a 
permanent foundation when attached 
to the required utilities. The term mo-
bile home does not include a rec-
reational vehicle. For purposes of this 
subpart, the term mobile home means a 
mobile home on a permanent founda-
tion. The term mobile home includes a 
manufactured home as that term is 
used in the NFIP. 

(f) NFIP means the National Flood 
Insurance Program authorized under 
the 1968 Act. 

(g) Residential improved real estate 
means real estate upon which a home 
or other residential building is located 
or to be located. 

(h) Servicer means the person respon-
sible for: 

(1) Receiving any scheduled, periodic 
payments from a borrower under the 
terms of a loan, including amounts for 
taxes, insurance premiums, and other 
charges with respect to the property 
securing the loan; and 

(2) Making payments of principal and 
interest and any other payments from 
the amounts received from the bor-
rower as may be required under the 
terms of the loan. 

(i) Special flood hazard area means the 
land in the flood plain within a com-
munity having at least a one percent 
chance of flooding in any given year, as 
designated by the Director of FEMA. 
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