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§761.52

(i) Use of a supervised bank for this
purpose will be temporary and infre-
quent;

(ii) The need for a supervised bank
account in this situation will be deter-
mined on a case-by-case basis; and

(iii) The borrower agrees to the use of
a supervised bank account for this pur-
pose by executing the deposit agree-
ment.

(b) The borrower may select the fi-
nancial institution in which the ac-
count will be established, provided the
institution is Federally insured. If the
borrower does not select an institution,
the Agency will choose one.

(c) Only one supervised bank account
will be established for any borrower.

(d) If both spouses sign an FLP note
and security agreement, the supervised
bank account will be established as a
joint tenancy account with right of
survivorship from which either bor-
rower can withdraw funds.

(e) If the funds to be deposited into
the account cause the balance to ex-
ceed $100,000, the financial institution
must agree to pledge acceptable collat-
eral with the Federal Reserve Bank for
the excess over $100,000, before the de-
posit is made.

(1) If the financial institution is not
a member of the Federal Reserve Sys-
tem, the institution must pledge ac-
ceptable collateral with a cor-
respondent bank that is a member of
the Federal Reserve System. The cor-
respondent bank must inform the Fed-
eral Reserve Bank that it is holding se-
curities pledged for the supervised
bank account in accordance with 31
CFR part 202 (Treasury Circular 176).

(2) When the balance in the account
has been reduced, the financial institu-
tion may request a release of part or
all of the collateral, as applicable, from
the Agency.

§761.52 Deposits into a supervised
bank account.

(a) Checks or money orders may be
deposited into a supervised bank ac-
count provided they are not payable:

(1) Solely to the Federal Government
or any agency thereof; or

(2) To the Treasury of the United
States as a joint payee.

(b) Loan proceeds may be deposited
electronically.
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§761.53 Interest bearing accounts.

(a) A supervised bank account, if pos-
sible, will be established as an interest
bearing deposit account provided that
the funds will not be immediately dis-
bursed, and the account is held jointly
by the borrower and the Agency if this
arrangement will benefit the borrower.

(b) Interest earned on a supervised
bank account will be treated as normal
income security.

§761.54 Withdrawals from a super-
vised bank account.

(a) The Agency will authorize a with-
drawal from the supervised bank ac-
count for an approved purpose after en-
suring that:

(1) Sufficient funds in the supervised
bank account are available;

(2) No loan proceeds are disbursed
prior to confirmation of proper lien po-
sition, except to pay for lien search if
needed;

(3) No checks are issued to “cash;”
and

(4) The use of funds is consistent with
the current farm operating plan or
other agreement with the Agency.

(b) A check must be signed by the
borrower with countersignature of the
Agency, except as provided in para-
graph (c) of this section. All checks
must bear the legend “countersigned,
not as co-maker or endorser.”

(¢c) The Agency will withdraw funds
from a supervised bank account with-
out borrower counter-signature only
for the following purposes:

(1) For application on Agency indebt-
edness;

(2) To refund Agency loan funds;

(3) To protect the Agency’s lien or se-
curity;

(4) To accomplish a purpose for which
such advance was made; or

(5) In the case of a deceased borrower,
to continue to pay necessary farm ex-
penses to protect Agency security in
conjunction with the borrower’s estate.

§761.55 Closing a supervised bank ac-
count.

(a) If the supervised bank account is
no longer needed and the loan account
is not paid in full, the Agency will de-
termine the source of the remaining
funds in the supervised bank account.
If the funds are determined to be:
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(1) Loan funds:

(i) From any loan type, except Youth
loan, and the balance is less than
$1,000, the Agency will provide the bal-
ance to the borrower to use for author-
ized loan purposes;

(ii) From a Youth loan, and the bal-
ance is less than $100, the Agency will
provide the balance to the borrower to
use for authorized loan purposes;

(2) Loan funds:

(i) From any loan type, except Youth
loan, and the balance is $1,000 or great-
er, the Agency will apply the balance
to the FLP loan;

(ii) From a Youth loan, and the bal-
ance is $100 or greater, the Agency will
apply the balance to the FLP loan;

(3) Normal income funds, the Agency
will apply the balance to the remaining
current year’s scheduled payments and
pay any remaining balance to the bor-
rower; and

(4) Basic security funds, the Agency
will apply the balance to the FLP loan
as an extra payment or the borrower
may apply the balance toward the pur-
chase of basic security, provided the
Agency obtains a lien on such security
and its security position is not dimin-
ished.

(b) If the borrower is uncooperative
in closing a supervised bank account,
the Agency will make written demand
to the financial institution for the bal-
ance and apply it in accordance with
paragraph (a) of this section.

(c) In the event of a borrower’s death,
the Agency may:

(1) Apply the balance to the bor-
rower’s FLP loan;

(2) Continue with a remaining bor-
rower, provided the supervised bank ac-
count was established as a joint ten-
ancy with right of survivorship ac-
count;

(3) Refund unobligated balances from
other creditors in the supervised bank
account for specific operating purposes
in accordance with any prior written
agreement between the Agency and the
deceased borrower; or

(4) Continue to pay expenses from the
supervised bank account in conjunc-
tion with the borrower’s estate.

§761.103
§§761.56-761.100 [Reserved]

Subpart C—Supervised Credit

§761.101 Applicability.

This subpart applies to all direct ap-
plicants and borrowers, except bor-
rowers with only Non-program loans.

§761.102 Borrower recordkeeping, re-
porting, and supervision.

(a) A borrower must maintain accu-
rate records sufficient to make in-
formed management decisions and to
allow the Agency to render loan mak-
ing and servicing decisions in accord-
ance with Agency regulations. These
records must include the following:

(1) Production (e.g., total and per
unit for livestock and crops);

(2) Revenues, by source;

(3) Other sources of funds, including
borrowed funds;

(4) Operating expenses;

(5) Interest;

(6) Family living expenses;

(7) Profit and loss;

(8) Tax-related information;

(9) Capital expenses;

(10) Outstanding debt; and

(11) Debt repayment.

(b) A borrower also must agree in
writing to:

(1) Cooperate with the Agency and
comply with all supervisory agree-
ments, farm assessments, farm oper-
ating plans, year-end analyses, and all
other loan-related requirements and
documents;

(2) Submit financial information and
an updated farm operating plan when
requested by the Agency;

(3) Immediately notify the Agency of
any proposed or actual significant
change in the farming operation, any
significant changes in family income,
expenses, or the development of prob-
lem situations, or any losses or pro-
posed significant changes in security.

(c) If the borrower fails to comply
with these requirements, unless due to
reasons outside the borrower’s control,
the non-compliance may adversely im-
pact future requests for assistance.

§761.103 Farm assessment.

(a) The Agency assesses each farming
operation to determine the applicant’s
financial condition, organizational
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