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Farm Credit Administration § 614.4710 

Subpart Q—Banks for Coopera-
tives and Agricultural Credit 
Banks Financing International 
Trade 

§ 614.4700 Financing foreign trade re-
ceivables. 

(a) Banks for cooperatives and agri-
cultural credit banks, under policies 
adopted by their boards of directors, 
are authorized to finance foreign trade 
receivables on behalf of eligible co-
operatives to include the following: 

(1) Advances against collections; 
(2) Trade acceptances; 
(3) Factoring; and 
(4) Open accounts. 
(b) To reduce credit, political, and 

other risks associated with foreign 
trade receivable financing, the banks 
for cooperatives and agricultural credit 
banks shall avail themselves of such 
guarantee and insurance plans as are 
available in the United States and 
other countries, such as the Foreign 
Credit Insurance Association and the 
Export-Import Bank of the United 
States. Exceptions may be made where 
a prospective borrower has had a long-
standing successful business relation-
ship with the eligible cooperative bor-
rower or an eligible cooperative which 
is not a borrower if the prospective 
borrower has a high credit rating as de-
termined by the bank. 

(c) When financing a draft drawn on a 
foreign importer, the banks should re-
tain recourse to the exporter unless 
their credit evaluation of and experi-
ence with the importer indicate re-
course is not necessary or unless appro-
priate guarantees or insurance plans 
are used. 

(d) The financing of foreign trade re-
ceivables shall be limited by the poli-
cies of each bank’s board of directors. 
The policies shall provide a method of 
determining the maximum amount in 
dollars, by country, to be financed and 
establishing a maximum percentage of 
the amount of a draft drawn on a for-
eign party against which the bank may 
advance funds. The banks shall take 
into consideration the following fac-
tors: 

(1) The reputation and financial 
strength of the foreign importer. 

(2) The reputation and payment 
record of the class of importers in the 

same country as the subject importer 
in regard to prompt payment of drafts 
drawn upon them. 

(3) The quality of the supporting doc-
uments offered with the draft. 

(4) The degree of ease with which nec-
essary foreign exchange conversion can 
be made, or the extent to which foreign 
currency exposure may be hedged by 
forward or future contracts. 

(5) The reputation and financial 
strength of the exporter. 

(e) The banks may establish foreign 
trade receivable financing programs by 
which eligible parties pledge collec-
tions to the bank, and then may bor-
row from the bank up to a stated max-
imum percentage of the total amount 
of receivables pledged at any one time. 

(f) When financing foreign trade re-
ceivables, the banks shall take such 
precautions and obtain such credit in-
formation as necessary to ascertain 
that all parties to the transaction(s) 
being financed are reputable and capa-
ble of performing their responsibilities 
under the contract of sale. 

(g) When financing foreign trade re-
ceivables, the banks shall determine 
that all shipments are covered by mari-
time insurance while on the high seas. 

(h) Countries where credit is to be ex-
tended will be analyzed periodically 
and systematically on a centralized 
basis. The resulting country studies 
will be disseminated to all banks for 
cooperatives and agricultural credit 
banks to be used as inputs in credit 
grading decisions. 

[46 FR 51879, Oct. 22, 1981, as amended at 55 
FR 24886, June 19, 1990; 62 FR 4445, Jan. 30, 
1997] 

§ 614.4710 Bankers acceptance financ-
ing. 

The Funding Corporation is author-
ized to accept drafts or bills of ex-
change drawn upon banks for coopera-
tives and agricultural credit banks. 
With the exception of acceptances eli-
gible for purchase by the Federal Re-
serve Banks under the direction and 
regulation of the Federal Open Market 
Committee and rediscounted, accept-
ances shall be subject to the provisions 
of subpart J of this part and must be 
combined with any other loan to the 
account party by the banks for co-
operatives and agricultural credit 
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banks for the purpose of applying the 
lending and leasing limits of § 614.4355 
of this part. 

(a) Limitations. (1) The Funding Cor-
poration is authorized to accept drafts 
or bills of exchange drawn upon a bank 
for cooperatives or an agricultural 
credit bank having not more than 6 
months’ sight to run, exclusive of days 
of grace, that are derived from trans-
actions involving the importation or 
exportation of agricultural commod-
ities, farm supplies, or aquatic prod-
ucts into or out of the United States; 
or are derived from transactions in-
volving the domestic shipment of goods 
that were produced from agriculture or 
commerical fishing or that have an ag-
riculturally or aquatically related pur-
pose; or are secured at the time of ac-
ceptance by title covering readily mar-
ketable staples. 

(i) The dollar amount of such accept-
ances outstanding at any one time to 
any one borrower, exclusive of partici-
pations sold to others, shall be limited 
to 10 percent of the net worth of a bank 
for cooperatives or an agricultural 
credit bank as calculated on a monthly 
basis after eliminating from its net 
worth an amount equal to the total of 
the bank’s investments made to cap-
italize participation interests pur-
chased by other institutions. However, 
if such acceptances are secured either 
by attached documents or by some 
other actual security growing out of 
the same transaction as the accept-
ance, the 10-percent limit shall not 
apply. 

(ii) The sum of all acceptance liabil-
ities outstanding described in para-
graph (a)(1) of this section, exclusive of 
participations sold to others, issued to 
all borrowers shall not exceed 150 per-
cent of the bank for cooperatives’ or 
agricultural credit bank’s net worth, 
but the aggregate of acceptances grow-
ing out of domestic transactions shall 
not exceed 50 percent of net worth cal-
culated on a monthly basis. 

(2) The limit specified in paragraph 
(a)(1)(i) of this section is separate from 
and in addition to the lending and leas-
ing limits of § 614.4355 of this part if the 
acceptances are rediscounted. 

(3) During any period within which a 
bank for cooperatives or an agricul-
tural credit bank holds its own accept-

ance, having given value therefor, the 
amount thereof shall be included 
against the lending and leasing limits 
set forth in § 614.4355 of this part of the 
customer for whom the acceptance was 
made. 

(4) The terms and requirements for 
the offering and purchase of participa-
tions in acceptance financing shall be 
the same as those for loans made under 
§ 614.4020(b) of this part. 

(5) When acceptances denominated in 
foreign currencies are not funded in the 
same currency, the bank for coopera-
tives or an agricultural credit bank 
shall take corresponding action to min-
imize foreign exchange risk. 

(b) Purchases of participations in bank-
ers acceptances. (1) A bank for coopera-
tives or an agricultural credit bank 
shall determine limits on purchasing 
participations in discounted accept-
ances of another bank for cooperatives 
or an agricultural credit bank on the 
same basis as prescribed in § 614.4355 of 
this part for purchasing participations 
in loans of another bank for coopera-
tives or an agricultural credit bank. 

(2) Participations in discounted ac-
ceptances shall be offered in accord-
ance with § 614.4020(b) of this part. 

(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. 
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