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§771.5

fiscal year following the fiscal year in
which the application is submitted;

(5) Have the legal authority to pledge
producer assessments as security for
loans from FSA.

(b) Individual producers are not eligi-
ble for loans.

§771.5 Loan purposes.

(a) Loan funds may be used for any
purpose directly related to boll weevil
eradication activities, including, but
not limited to:

(1) Purchase or lease of supplies and
equipment;

(2) Operating expenses, including but
not limited to, travel and office oper-
ations;

(3) Salaries and benefits.

(b) Loan funds may not be used to
pay expenses incurred for lobbying,
public relations, or related activities,
or to pay interest on loans from the
Agency.

§771.6 Environmental requirements.

No loan will be made until all Fed-
eral and state statutory and regulatory
environmental requirements have been
complied with.

§771.7 Equal opportunity and non-dis-
crimination requirements.

No recipient of a boll weevil eradi-
cation loan shall directly, or through
contractual or other arrangement, sub-
ject any person or cause any person to
be subjected to discrimination on the
basis of race, religion, color, national
origin, gender, or other prohibited
basis. Borrowers must comply with all
applicable Federal laws and regula-
tions regarding equal opportunity in
hiring, procurement, and related mat-
ters.

§771.8 Other Federal, State, and local
requirements.

(a) In addition to the specific require-
ments in this subpart, loan applica-
tions will be coordinated with all ap-
propriate Federal, State, and local
agencies.

(b) Borrowers are required to comply
with all applicable:

(1) Federal, State, or local laws;

(2) Regulatory commission rules; and

(3) Regulations which are presently
in existence, or which may be later
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adopted including, but not limited to,
those governing the following:

(i) Borrowing money, pledging secu-
rity, and raising revenues for repay-
ment of debt;

(ii) Accounting and financial report-
ing; and

(iii) Protection of the environment.

§771.9 Interest rates, terms, security
requirements, and repayment.

(a) Interest rate. The interest rate will
be fixed for the term of the loan. The
rate will be established by FSA, based
upon the cost of Government bor-
rowing for instruments on terms simi-
lar to that of the loan requested.

(b) Term. The loan term will be based
upon the needs of the applicant to ac-
complish the objectives of the loan pro-
gram as determined by FSA, but may
not exceed 10 years.

(c) Security requirements. (1) Loans
must be adequately secured as deter-
mined by FSA. FSA may require cer-
tain security, including but not limited
to the following:

(i) Assignments of assessments,
taxes, levies, or other sources of rev-
enue as authorized by State law;

(ii) Investments and deposits of the
applicant; and

(iii) Capital assets or other property
of the applicant or its members.

(2) In those cases in which FSA and
another lender will hold assignments of
the same revenue as collateral, the
other lender must agree to a prorated
distribution of the assigned revenue.
The distribution will be based upon the
proportionate share of the applicant’s
debt the lender holds for the eradi-
cation zone from which the revenue is
derived at the time of loan closing.

(d) Repayment. The applicant must
demonstrate that income sources will
be sufficient to meet the repayment re-
quirements of the loan and pay oper-
ating expenses.

§771.10 [Reserved]

§771.11 Application.

A complete application will consist
of the following:

(a) An application for Federal assist-
ance (available in any FSA office);
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(b) Applicant’s financial projections
including a cash flow statement show-
ing the plan for loan repayment;

(c) Copies of the applicant’s author-
izing State legislation and organiza-
tional documents;

(d) List of all directors and officers of
the applicant;

(e) Copy of the most recent audited
financial statements along with up-
dates through the most recent quarter;

(f) Copy of the referendum used to es-
tablish the assessments and a certifi-
cation from the Board of Directors that
the referendum passed;

(g) Evidence that the officers and em-
ployees authorized to disburse funds
are covered by an acceptable fidelity
bond;

(h) Evidence of acceptable liability
insurance policies;

(i) Statement from the applicant ad-
dressing any current or pending litiga-
tion against the applicant as well as
any existing judgments;

(J) A copy of a resolution passed by
the Board of Directors authorizing the
officers to incur debt on behalf of the
borrower;

(k) Any other information deemed to
be necessary by FSA to render a deci-
sion.

§771.12

Loan requests will be processed based
on the date FSA receives the applica-
tion. Loan approval is subject to the
availability of funds. However, when
multiple applications are received on
the same date and available funds will
not cover all applications received, ap-
plications from active eradication
areas, which FSA determines to be
most critical for the accomplishment
of program objectives, will be funded
first.

Funding applications.

§771.13 Loan closing.

(a) Conditions. The applicant must
meet all conditions specified by the
loan approval official in the notifica-
tion of loan approval prior to closing.

(b) Loan instruments and legal docu-
ments. The borrower, through its au-
thorized representatives will execute
all loan instruments and legal docu-
ments required by FSA to evidence the
debt, perfect the required security in-
terest in property and assets securing

§771.14

the loan, and protect the Government’s
interest, in accordance with applicable
State and Federal laws.

(c) Loan agreement. A loan agreement
between the borrower and FSA will be
required. The agreement will set forth
performance criteria and other loan re-
quirements necessary to protect the
Government’s financial and pro-
grammatic interest and accomplish the
objectives of the loan. Specific provi-
sions of the agreement will be devel-
oped on a case-by-case basis to address
the particular situation associated
with the loan being made. However, all
loan agreements will include at least
the following provisions:

(1) The borrower must submit au-
dited financial statements to FSA at
least annually;

(2) The borrower will immediately
notify FSA of any adverse actions such
as:

(i) Anticipated default on FSA debt;

(ii) Potential recall vote of an assess-
ment referendum; or

(iii) Being named as a defendant in
litigation;

(3) Submission of other specific fi-
nancial reports for the borrower;

(4) The right of deferral under 7
U.S.C. 1981a; and

(5) Applicable liquidation procedures
upon default.

(d) Fees. The borrower will pay all
fees for recording any legal instru-
ments determined to be necessary and
all notary, lien search, and similar fees
incident to loan transactions. No fees
will be assessed for work performed by
FSA employees.

§771.14 Loan monitoring.

(@) Annual and periodic reviews. At
least annually, the borrower will meet
with FSA representatives to review the
financial status of the borrower, assess
the progress of the eradication pro-
gram utilizing loan funds, and identify
any potential problems or concerns.

(b) Performance monitoring. At any
time FSA determines it necessary, the
borrower must allow FSA or its rep-
resentative to review the operations
and financial condition of the bor-
rower. This may include, but is not
limited to, field visits, and attendance
at Foundation Board meetings. Upon
FSA request, a borrower must submit
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