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within a reasonable period of time, not
to exceed 60 days after sale.

(7 U.S.C. 181 et seq.)
[19 FR 4528, July 22, 1954, as amended at 28

FR 7218, July 13, 1963; 44 FR 45361, Aug. 2,
1979]

§201.42 Custodial accounts for trust
funds.

(a) Payments for livestock are trust
funds. Each payment that a livestock
buyer makes to a market agency sell-
ing on commission is a trust fund.
Funds deposited in custodial accounts
are also trust funds.

(b) Custodial accounts for shippers’ pro-
ceeds. Every market agency engaged in
selling livestock on a commission or
agency basis shall establish and main-
tain a separate bank account des-
ignated as ‘‘Custodial Account for
Shippers’ Proceeds,” or some similar
identifying designation, to disclose
that the depositor is acting as a fidu-
ciary and that the funds in the account
are trust funds.

(c) Deposits in custodial accounts. The
market agency shall deposit in its cus-
todial account before the close of the
next business day (the next day on
which banks are customarily open for
business whether or not the market
agency does business on that day) after
livestock is sold (1) the proceeds from
the sale of livestock that have been
collected, and (2) an amount equal to
the proceeds receivable from the sale of
livestock that are due from (i) the mar-
ket agency, (ii) any owner, officer, or
employee of the market agency, and
(iii) any buyer to whom the market
agency has extended credit. The mar-
ket agency shall thereafter deposit in
the custodial account all proceeds col-
lected until the account has been reim-
bursed in full, and shall, before the
close of the seventh day following the
sale of livestock, deposit an amount
equal to all the remaining proceeds re-
ceivable whether or not the proceeds
have been collected by the market
agency.

(d) Withdrawals from custodial ac-
counts. The custodial account for ship-
pers’ proceeds shall be drawn on only
for payment of (1) the net proceeds to
the consignor or shipper, or to any per-
son that the market agency knows is
entitled to payment, (2) to pay lawful
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charges against the consignment of
livestock which the market agency
shall, in its capacity as agent, be re-
quired to pay, and (3) to obtain any
sums due the market agency as com-
pensation for its services.

(e) Accounts and records. Each market
agency shall keep such accounts and
records as will disclose at all times the
handling of funds in such custodial ac-
counts for shippers’ proceeds. Accounts
and records must at all times disclose
the name of the consignors and the
amount due and payable to each from
funds in the custodial account for ship-
pers’ proceeds.

(f) Insured banks. Such custodial ac-
counts for shippers’ proceeds must be
established and maintained in banks
whose deposits are insured by the Fed-
eral Deposit Insurance Corporation.

(g) Certificates of deposit and/or savings
accounts. Funds in a custodial account
for shippers’ proceeds may be main-
tained in an interest-bearing savings
account and/or invested in one or more
certificates of deposit, to the extent
that such deposit or investment does
not impair the ability of the market
agency to meet its obligations to its
consignors. The savings account must
be properly designated as a party of the
custodial account of the market agen-
cy in its fiduciary capacity as trustee
of the custodial funds and maintained
in the same bank as the custodial ac-
count. The certificates of deposit, as
property of the custodial account,
must be issued by the bank in which
the custodial account is kept and must
be made payable to the market agency
in its fiduciary capacity as trustee of
the custodial funds.

(Approved by the Office of Management and
Budget under control number 0590-0001)

[47 FR 32696, July 29, 1982, as amended at 54
FR 26349, June 23, 1989]

ACCOUNTS AND RECORDS

§201.43 Payment and accounting for
livestock and live poultry.

(a) Market agencies to make prompt ac-
counting and transmittal of net proceeds.
Each market agency shall, before the
close of the next business day following
the sale of any livestock consigned to
it for sale, transmit or deliver to the
consignor or shipper of the livestock,
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or the duly authorized agent, in the ab-
sence of any knowledge that any other
person, or persons, has any interest in
the livestock, the net proceeds received
from the sale and a true written ac-
count of such sale, showing the num-
ber, weight, and price of each kind of
animal sold, the date of sale, the com-
mission, yardage, and other lawful
charges, and such other facts as may be
necessary to complete the account and
show fully the true nature of the trans-
action.

(b) Prompt payment for livestock and
live poultry—terms and conditions. (1) No
packer, market agency, or dealer shall
purchase livestock for which payment
is made by a draft which is not a
check, unless the seller expressly
agrees in writing before the trans-
action that payment may be made by
such a draft. (In cases of packers whose
average annual purchases exceed
$500,000, and market agencies and deal-
ers acting as agents for such packers,
see also §201.200).

(2)(i) No packer, market agency, or
dealer purchasing livestock for cash
and not on credit, whether for slaugh-
ter or not for slaughter, shall mail a
check in payment for the livestock un-
less the check is placed in an envelope
with proper first class postage prepaid
and properly addressed to the seller or
such person as he may direct, in a post
office, letter box, or other receptacle
regularly used for the deposit of mail
for delivery, from which such envelope
is scheduled to be collected (A) before
the close of the next business day fol-
lowing the purchase of livestock and
transfer of possession thereof, or (B) in
the case of a purchase on a ‘‘carcass’
or ‘“‘grade and yield” basis, before the
close of the first business day following
determination of the purchase price.

(ii) No packer, market agency, or
dealer purchasing livestock for slaugh-
ter, shall mail a check in payment for
the livestock unless (A) the check is
made available for actual delivery and
the seller or his duly authorized rep-
resentative is not present to receive
payment, at the point of transfer of
possession of such livestock, on or be-
fore the close of the next business day
following the purchase of the livestock
and transfer of possession thereof, or,
in the case of a purchase on a ‘‘car-
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cass’ or ‘‘grade and yield” basis, on or
before the close of the first business
day following determination of the pur-
chase price; or unless (B) the seller ex-
pressly agrees in writing before the
transaction that payment may be made
by such mailing of a check.

(3) Any agreement referred to in
paragraph (b) (1) or (2) of this section
shall be disclosed in the records of any
market agency or dealer selling such
livestock, and in the records of the
packer, market agency, or dealer pur-
chasing such livestock, and retained by
such person for such time as is required
by any law, or by written notice served
on such person by the Administrator,
but not less than two calendar years
from the date of expiration thereof.

(4) No packer, live poultry dealer,
market agency, or livestock dealer
shall as a condition to its purchase of
livestock or poultry, impose, demand,
compel or dictate the terms or manner
of payment, or attempt to obtain a
payment agreement from a seller
through any threat of retaliation or
other form of intimidation.

(c) Purchaser to promptly reimburse
agents. Each packer, market agency, or
dealer who utilizes or employs an agent
to purchase livestock for him, shall, in
transactions where such agent uses his
own funds to pay for livestock pur-
chased on order, transmit or deliver to
such agent the full amount of the pur-
chase price before the close of the next
business day following receipt of notifi-
cation of the payment of such purchase
price, unless otherwise expressly
agreed between the parties before the
purchase of the livestock. Any such
agreement shall be disclosed in the
records of the principal and in the
records of any market agency or dealer
acting as such agent.

(Approved by the Office of Management and
Budget under control number 0590-0001)

(70.8.C. 228, 7 U.S.C. 222, and 15 U.S.C. 46)

[49 FR 6083, Feb. 17, 1984, as amended at 49
FR 8235, Mar. 6, 1984; 54 FR 16355, Apr. 24,
1989]

§201.44 Market agencies to render
prompt accounting for purchases
on order.

Each market agency shall, promptly

following the purchase of livestock on
a commission or agency basis, transmit
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