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12 CFR Ch. VI (1–1–10 Edition)
Loans to domestic lessors.

Loans and financial assistance extended by banks for cooperatives and
agricultural credit banks to domestic
lessors to finance equipment or facilities 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 control shall continue in effect for essentially all of the term of the lease;
(c) The lessee must hold at least one
share of stock or one participation certificate; and
(d) The leased equipment and facilities 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 cooperatives and agricultural credit
banks under the authority of section
3.7(b) of the Act and § 613.3200 of this
chapter to foreign or domestic parties
who are not shareholders of the bank
shall be subject to the following conditions:
(a) The loan shall be denominated in
a currency to eliminate foreign exchange risk on repayment.
(b) The borrower’s obligations shall
be guaranteed or insured against default under such policies as are available in the United States and other
countries. Exceptions may be made
where a prospective borrower has had a
longstanding successful business relationship with an eligible cooperative
borrower or an eligible cooperative
which is not a borrower if the prospective borrower has a high credit rating
as determined by the bank.
(c) For a borrower in which a voting
stockholder of the bank has a majority
ownership interest, financing may be
extended for the full value of the transaction; otherwise, financing may be ex-

tended only to approximate the percent
of ownership.
[55 FR 24884, June 19, 1990, as amended at 55
FR 28886, July 16, 1990; 55 FR 50544, Dec. 7,
1990; 56 FR 5927, Feb. 14, 1991; 62 FR 4445, Jan.
30, 1997]

Subpart F—Collateral Evaluation
Requirements
SOURCE: 59 FR 46730, Sept. 12, 1994, unless
otherwise noted.

§ 614.4240

Collateral definitions.

For the purposes of this part, the following definitions shall apply:
(a) Abundance of caution, when used
to describe decisions to require collateral, means that the collateral is taken
in circumstances in which:
(1) It is not required by statute, regulation, or the institution’s policies; and
(2) A prudent lender would extend
credit based on a borrower’s income
and/or other collateral, absent the real
estate, and the decision to extend credit was, in fact, based on other sources
of revenue or collateral.
(b) Appraisal means a written statement independently and impartially
prepared by a qualified appraiser setting forth an opinion as to the market
value of an adequately described property as of a specific date(s), supported
by the presentation and analysis of relevant market information.
(c) Appraisal Foundation means the
Appraisal Foundation established on
November 30, 1987, by professional appraisal organizations, as a not-for-profit corporation under the laws of Illinois, in order to enhance the quality of
professional appraisals.
(d) Appraisal Subcommittee means the
Appraisal Subcommittee of the Federal
Financial Institutions Examination
Council.
(e) Business loan means a loan or
other extension of credit to any corporation, general or limited partnership, business trust, joint venture, sole
proprietorship, or other business entity
(including entities and individuals engaged in farming enterprises).
(f) Cost approach means the process
by which an evaluator establishes an
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