§1430.406

(2) Nonfat dry milk shall be U.S.
Extra Grade and moisture shall not ex-
ceed 3.5 percent; and

(3) Butter shall be U.S. Grade A or
higher.

(b) Any eligible dairy product
pledged as collateral must be free of
any contamination by either natural or
manmade substances and must not
contain chemicals or other substances
which are poisonous or harmful to hu-
mans or animals.

(c) CCC shall, at any time, have the
right to inspect collateral in the stor-
age facilities in which it is stored.

§1430.406 Storage
ments.

facility require-

Eligible dairy products will be stored
under the terms and conditions CCC
prescribes.

§1430.407 Availability,
and maturity of loans.

disbursement,

(a)(1) To obtain an initial recourse
loan on eligible dairy products, a dairy
processor:

(i) Must file a request for an initial
recourse loan, as CCC prescribes, with
the State committee of the State
where such processor is headquartered
or a State committee designated coun-
ty committee;

(ii) Must execute a note and security
agreement and a storage agreement as
CCC prescribes; and

(iii) Shall be responsible for all costs
incurred in moving eligible dairy prod-
ucts to an eligible storage facility.

(2) A request for an initial loan must
be filed no later than September 30 of
the fiscal year in which the product
was produced, but no earlier than Jan-
uary 1, 2001.

(3) If there are any liens or encum-
brances on eligible dairy products
pledged as collateral for a recourse
loan, waivers that fully protect CCC’s
interest must be obtained even though
the liens or encumbrances are satisfied
from the loan proceeds. No additional
liens or encumbrances shall be placed
on the eligible dairy product after the
loan is approved.

(4) A processor shall pay CCC a loan
service fee in connection with the dis-
bursement of each loan. The amount of
the service fee shall be determined and
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announced by the Executive Vice
President, CCC.

(b) No loan proceeds may be dis-
bursed for dairy products until they
have actually been produced and are
established as being eligible to be
pledged as loan collateral.

(c) Loans will mature no later than
September 30 following disbursement
of the loan.

(1) Loan maturity dates may be ac-
celerated by CCC in accordance with
§1430.428 (d) of this subpart.

(2) CCC may offer supplemental loans
at the maturity of initial loans.

(d)(1) A processor may, if supple-
mental loans are offered, before the
maturity date of an initial loan, re-
quest a supplemental loan by:

(i) Repaying the initial loan principal
plus interest on September 30;

(ii) Repledging as collateral for a
supplemental loan, on October 1, eligi-
ble dairy products identified as collat-
eral for an initial loan maturing on
September 30 of the immediately pre-
ceding fiscal year; and

(iii) Executing a note and security
agreement and a storage agreement as
CCC prescribes.

(2) Such supplemental loan:

(i) Shall be requested by the proc-
essor no later than September 30 of the
fiscal year in which the initial loan is
maturing.

(ii) Shall be at the loan rate and in-
terest rate applicable to the month in
which the supplemental loan is dis-
bursed.

(iii) Shall mature as CCC specifies,
but not later than September 30 fol-
lowing disbursement of the supple-
mental loan.

(iv) May only be authorized for 1 fis-
cal year.

(e) The county office shall file or
record, as required by State law, all se-
curity agreements which are issued
with respect to eligible dairy products
pledged as collateral for loan. The cost
of filing and recording shall be paid for
by CCC.
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§1430.408 Loan maintenance and lig-
uidation.

(a) The processor shall:
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(1) Abide by the terms and conditions
of the loan application and the note
and security agreement;

(2) Pay interest on the principal at a
rate determined under part 1403 of this
chapter;

(3) Be responsible for storage costs
through loan maturity;

(4) Be responsible for any loss in
quantity or quality of the loan collat-
eral, and

(5) Be responsible for maintaining the
quality and quantity of the loan collat-
eral.

(b) The processor must pay CCC the
principal and interest due and redeem
their collateral no later than the loan
maturity date.

(c) A processor may, at any time be-
fore maturity of the loan, redeem all or
any part of the loan collateral by pay-
ing CCC the loan principal and interest
applicable to the quantity of dairy
product redeemed.

(d) CCC may at any time accelerate
the date of repayment of the loan in-
debtedness, including interest. CCC
will give the processor notice of such
acceleration at least 15 days in advance
of the accelerated loan maturity date.

(e) Prior to loan maturity:

(1) The processor may request and ob-
tain prior written approval of the loan
making office to remove a specified
quantity of the loan collateral from
storage for the purpose of delivering it
to a buyer before repayment of the
loan by executing a Marketing Author-
ization for Loan Collateral (Form CCC-
681-1).

(2) The loan making office will ap-
prove such a request when the buyer of
eligible dairy products agrees to pay
CCC an amount necessary to satisfy
the processor’s loan indebtedness re-
garding the dairy products the buyer
purchased. Any such approval shall
not:

(i) Constitute a release of CCC’s secu-
rity interest in the dairy product, or

(ii) Relieve the processor of liability
for the full amount of the loan indebt-
edness, including interest.

(f) If a processor’s loan indebtedness
is not satisfied in accordance with the
provisions of this section:

(1) Late payment charges in addition
to interest on the processor’s indebted-
ness shall accrue at the rate specified
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in part 1403 of this chapter and shall
accrue until the debt is paid;

(2) CCC may, upon notice, with or
without removing the collateral from
storage, sell such collateral at either a
public or private sale; and

(3) The processor shall be liable for
the deficiency if the net proceeds are
less than the amount of principal, in-
terest, and any other charges incurred
by the CCC.

(g) If CCC determines that the actual
eligible quantity serving as collateral
for a recourse loan is less than the loan
quantity because of incorrect certifi-
cation, unauthorized removal, or unau-
thorized disposition, CCC may call all
loans of the processor. Such determina-
tion shall result in the processor being
deemed ineligible for loans for at least
the remainder of the fiscal year.

(h) The security interests obtained
by the CCC as a result of the execution
of a security agreement by an eligible
processor shall be superior to all statu-
tory and common law liens on the col-
lateral.

§1430.409 Miscellaneous provisions.

(a) CCC will not require the processor
to insure the eligible dairy product
pledged as collateral. However, if the
processor insures such eligible dairy
product and an indemnity is paid
thereon, such indemnity shall accrue
to the benefit of CCC to the extent of
CCC’s interest in the eligible dairy
product involved in the loss.

(b) The regulations the Secretary
issues governing offsets and with-
holding set forth at part 3 of this title
and part 1403 of this chapter are appli-
cable to the program set forth in this
subpart.

(c) A processor may obtain reconsid-
eration and review of determinations
made under this subpart in accordance
with the regulations of part 780 of this
title.

(d) CCC, as well as any other U.S.
Government agency, shall have the
right of access to the premises of the
processor in order to inspect, examine,
and make copies of the books, records,
accounts, and other written data as the
examining agency deems necessary to
verify compliance with the require-
ments of this subpart. Such books,
records, accounts, and other written
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