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adequately secured and a severance 
agreement is obtained from prior lien 
holders. 

(2) A loan will be considered to be 
adequately secured when the real es-
tate security for the loan is at least 
equal to the loan amount. 

(3) If the real estate is covered by a 
prior lien, a lien waiver may be ob-
tained by means of a subordination 
agreement approved for use in the 
State by USDA’s Office of the General 
Counsel. CCC will not require such an 
agreement from any agency of USDA. 

(d) Title insurance or a title opinion 
is required for loans secured by real es-
tate. 

(e) Real estate liens, with prior CCC 
approval, may cover land separate from 
the collateral if a lien on the under-
lying real estate is not feasible and if: 

(1) The borrower owns the separate 
acreage and the acreage is not subject 
to any other liens or mortgages that 
are superior to CCC’s lien interest and 

(2) The acreage is of adequate size 
and value at the time of the applica-
tion as determined by the county com-
mittee to adequately secure and insure 
repayment of the loan. 

(f) A borrower, in lieu of such liens 
required by this section, may provide 
an irrevocable letter of credit, bond, or 
other form of security, as approved by 
CCC. 

(g) If an existing structure is remod-
eled and an addition becomes an at-
tached, integral part of the existing 
storage structure, CCC’s security inter-
est will include the remodeled addition 
as well as the existing storage struc-
ture. 

(h) For all farm storage facility 
loans, except sugar loans, the borrower 
must pay the cost of loan closings by 
attorneys, title opinions, title insur-
ance, title searches, filing, and record-
ing all real estate liens, fixture filings, 
appraisals if requested by the borrower, 
and all subordinations. CCC will pay 
costs relating to credit reports, collat-
eral lien searches, and filing and re-
cording financing statements for the 
collateral. 

(i) All loans of $50,000 or less that are 
secured with collateral with no resale 
value, as determined by CCC, may re-
quire additional security. 

(j) For sugar storage facility loans, in 
addition to other requirements in this 
section, additional security, including 
real estate, chattels, crops in storage, 
and other assets owned by the appli-
cant, is required if deemed necessary 
by CCC to adequately secure the loan. 
A sugar storage facility loan will gen-
erally be considered to be adequately 
secured when the CCC-determined 
value of security for the loan is equal 
to at least 125 percent of the loan 
amount. 

(k) For sugar storage facility loans, 
paragraph (h) of this section is not ap-
plicable. However, the borrower must 
pay all loan making fees and closing 
costs. This includes, but is not limited 
to, attorney fees for loan closings, en-
vironmental assessments and studies, 
chattel and real estate appraisals, title 
opinions, title insurance, title 
searches, and filing and recording all 
real estate liens, fixture filings, subor-
dinations, credit reports, collateral 
lien searches, and filing and recording 
financing statements for the collateral. 

[74 FR 41589, Aug. 18, 2009] 

§ 1436.9 Loan amount and loan appli-
cation approvals. 

(a) The cost on which the loan will be 
based is the net cost of the eligible fa-
cility, accessories, and services to the 
applicant after discounts and rebates, 
not to exceed a maximum per-bushel, 
-ton or, -cubic foot cost established by 
the FSA State committee. 

(b) The net cost for all storage facili-
ties and handling equipment: 

(1) May include the following: All 
real estate lien related fees paid by the 
borrower, including attorney fees, ex-
cept for filing fees; environmental and 
historic review fees including archae-
ological study fees; the facility pur-
chase price; sales tax; shipping; deliv-
ery charges; site preparation costs; in-
stallation cost; material and labor for 
concrete pads and foundations; mate-
rial and labor for electrical wiring; 
electrical motors; off-farm paid labor; 
on-farm site preparation and construc-
tion equipment costs not to exceed 
commercial rates approved by the 
county committee; and new on-farm 
material approved by the county com-
mittee. 
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(2) May not include secondhand ma-
terial or any other item determined by 
the approving authority to be ineli-
gible for loan. 

(c) The maximum total principal 
amount of the farm storage facility 
loan is 85 percent of the net cost of the 
applicant’s needed storage or handling 
facility, including equipment, not to 
exceed $500,000 per loan. 

(d) The storage need requirement for 
eligible facility loan commodities will 
be determined as follows: 

(1) For facility loan commodities, ex-
cept sugar and fruits and vegetables: 

(i) Multiply the average of the appli-
cant’s share of the acres farmed for the 
most recent three years for each type 
of facility loan commodity requiring 
suitable storage at the proposed facil-
ity; 

(ii) By a yield determined reasonable 
by the county committee; 

(iii) Multiply by two (for 2 years pro-
duction); and 

(iv) Subtract existing storage capac-
ity in the units of measurement, such 
as bushels, tons, or cubic feet, for the 
type of storage needed to determine re-
maining storage need. 

(v) Compare capacity of proposed fa-
cility with storage need (calculated as 
specified in paragraphs (d)(1)(i)–(iv) of 
this section) to determine if applicant 
is eligible for additional storage. 

(2) For sugar storage facility loans, 
(i) Identify past processing volume 

and marketing allotments; 
(ii) Use the processor’s projection of 

processing volume, available storage 
capacity, volume not to be marketed 
due to marketing allotment, and other 
appropriate factors affecting the proc-
essor’s storage need to estimate the 
storage need requirement, and 

(iii) Compare capacity of proposed fa-
cility with storage need (estimated as 
specified in paragraphs (d)(2)(i)–(ii) of 
this section) to determine if additional 
storage is required. 

(3) For cold storage facilities for 
fruits and vegetables: 

(i) Multiply the average of the appli-
cant’s share of the acres farmed for the 
most recent three years for each eligi-
ble fruit and vegetable commodity re-
quiring cold storage at the proposed fa-
cility; 

(ii) By a yield determined reasonable 
by the county committee; 

(iii) Determine cold storage needed 
(calculated as specified in paragraphs 
(d)(3)(i)–(ii) of this section) with the as-
sistance of CSREES, land-grant univer-
sity, or ARS publications; and 

(iv) Subtract existing cold storage 
capacity to determine remaining stor-
age need. 

(v) Compare capacity of proposed 
cold storage facility with cold storage 
need (calculated as specified in para-
graphs (d)(3)(i)–(iv) of this section) to 
determine if applicant is eligible for 
additional cold storage. 

(4) For all eligible facility loan com-
modities, except sugar, if acreage data 
is not available, including prevented 
planted acres, or data is not applicable 
to the storage need, a reasonable acre-
age projection may be made for newly 
acquired farms, changes in cropping op-
erations, or in facility loan commodity 
crops being grown for the first time. 

(e) When a storage structure has a 
larger capacity than the applicant’s 
needed capacity, as determined by 
CCC, the net cost eligible for a loan 
will be prorated. Only costs associated 
with the applicant’s needed storage ca-
pacity will be considered eligible for 
loan under this part. 

(f) Any borrower with an outstanding 
loan must use the financed structure 
only for the storage of eligible facility 
loan commodities. If a borrower uses 
such structure for other purposes such 
as office space or display area, the loan 
amount will be adjusted for the ineli-
gible space as determined by CCC. 

(g) The FSA county committee may 
approve applications, if loan funds are 
available, up to the maximum approval 
amount unless the Deputy Adminis-
trator, Farm Programs, or the FSA 
State committee establishes a lower 
limit for county committee approval 
authority. 

(h) Farm storage facility loan ap-
provals, for all eligible facility loan 
commodities except sugar, will expire 4 
months after the date of approval un-
less extended in writing for an addi-
tional 4 months by the FSA State Com-
mittee. A second 4 month extension, 
for a total of 12 months from the origi-
nal approval date, may be approved by 
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the FSA State Committee. This au-
thority will not be re-delegated. Sugar 
storage facility loan approvals will ex-
pire 8 months after the date of ap-
proval unless extended in writing for 
an additional 4 months by the FSA 
State Committee. 

(i) For sugar storage facility loans, 
paragraphs (c) and (g) of this section do 
not apply. 

(j) For sugar storage facility loans, 
the agency approval officials may only 
approve loans, subject to available 
funds. 

[74 FR 41590, Aug. 18, 2009] 

§ 1436.10 Down payment. 
(a) A minimum down payment rep-

resenting the difference between the 
net cost of the storage facility and the 
amount of the loan determined in ac-
cordance with § 1436.9 will be made by 
the loan applicant to the supplier or 
contractor before either the partial or 
final loan disbursements. 

(b) The down payment must be in 
cash unless some other form of pay-
ment is approved by CCC. The down 
payment may be obtained by the bor-
rower from another lending source. 

(c) The down payment may not in-
clude any trade-in, discount, rebate, 
credit, deferred payment, post-dated 
check, or promissory note to the sup-
plier or contractor. 

[66 FR 4612, Jan. 18, 2001, as amended at 74 
FR 41590, Aug.18, 2009] 

§ 1436.11 Disbursements and assign-
ments. 

(a) At the request of the borrower, 
one partial disbursement of loan prin-
cipal and one final loan disbursement 
will be available. The partial loan dis-
bursement will be made to facilitate 
the purchase and construction of an el-
igible facility and will be made after 
the approved applicant has completed 
construction on part of the structure. 
County FSA personnel will inspect and 
verify the amount of construction com-
pleted. 

(1) The amount of the partial loan 
disbursement will be determined by 
CCC and made after the borrower pro-
vides acceptable documentation for 
that portion of the completed construc-
tion to the County Committee. 

(2) Security required for the amount 
of the partial loan disbursement will be 
required before the partial loan dis-
bursement is finalized. 

(3) The final disbursement of the loan 
by CCC will be made after the farm 
storage facility has been completely 
and fully delivered, erected, con-
structed, assembled, or installed and a 
CCC representative has inspected and 
approved such facility. 

(4) All additional security needed to 
fully secure both the partial and final 
loan disbursements must be received 
before the final loan disbursement. 

(b) Both the partial and final loan 
disbursements will be made only if the 
borrower furnishes satisfactory evi-
dence of the total cost of the facility 
and payment of all debts on the facility 
in excess of the amount of the loan. If 
deemed appropriate by CCC, the partial 
and final disbursement may have sepa-
rate notes and separate security in-
struments. 

(c) Both the partial and final loan 
disbursement will be made jointly to 
the borrower and the contractor or 
supplier, except disbursement may be 
made to the borrower solely where CCC 
determines, based upon information 
made available to CCC by the borrower, 
that the borrower has paid the con-
tractor or supplier all amounts that 
are due and owing with respect to the 
facility and that all applicable liens, 
security interests, or other encum-
brances have been released. 

(d) A release of liability will be re-
quired from all contractors and sup-
pliers providing goods and services to 
the loan applicant. 

(e) Loan proceeds cannot be assigned. 
(f) For sugar storage facility loans, 

only one disbursement will be made 
and such disbursement will be regarded 
as a final disbursement. 

[74 FR 41591, Aug. 18, 2009] 

§ 1436.12 Interest and fees. 
(a) Loans will bear interest at the 

rate equivalent, as determined by CCC, 
to the rate of interest charged on 
Treasury securities of comparable term 
and maturity on the date the loan is 
initially approved. 

(b) The interest rate for each loan 
will remain in effect for the term of 
the loan. 
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