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Commodity Credit Corporation, USDA § 1427.175 

due plus any cost incurred by CCC in 
conducting the sale of the cotton, the 
amount of such excess shall be paid to 
the producer or, if applicable, to any 
secured creditor of the producer. 

§ 1427.174 Maturity of seed cotton 
loans. 

Seed cotton loans mature on demand 
by CCC but no later than May 31 fol-
lowing the calendar year in which such 
crop is normally harvested. 

§ 1427.175 Liability of the producer. 
(a)(1) If a producer makes any fraudu-

lent representation in obtaining a loan, 
maintaining a loan, or settling a loan 
or if the producer disposes of or moves 
the loan collateral without the prior 
approval of CCC, such loan amount 
shall be refunded upon demand by CCC. 
The producer shall be liable for: 

(i) The amount of the loan; 
(ii) Any additional amounts paid by 

CCC for the loan; 
(iii) All other costs which CCC would 

not have incurred but for the fraudu-
lent representation or the unauthor-
ized disposition or movement of the 
loan collateral; 

(iv) Applicable interest on such 
amounts; and 

(v) Liquidated damages under para-
graph (e) of this section. 

(2) Notwithstanding any provision of 
the note and security agreement, if a 
producer has made any such fraudulent 
representation or if the producer has 
disposed of, or moved, the loan collat-
eral without prior written approval 
from CCC, the value of such collateral 
acquired by CCC shall be equal to the 
sales price of the cotton less any costs 
incurred by CCC in completing the 
sale. 

(b) If the amount disbursed under a 
loan, or in settlement thereof, exceeds 
the amount authorized by this subpart, 
the producer shall be liable for repay-
ment of such excess, plus interest. In 
addition, seed cotton pledged as collat-
eral for such loan shall not be released 
to the producer until such excess is re-
paid. 

(c) If the amount collected from the 
producer in satisfaction of the loan is 
less than the amount required under 
this subpart, the producer shall be per-
sonally liable for repayment of the 

amount of such deficiency plus applica-
ble interest. 

(d) If more than one producer exe-
cutes a note and security agreement 
with CCC, each such producer shall be 
jointly and severally liable for the vio-
lation of the terms and conditions of 
the note and security agreement and 
the regulations in this subpart. Each 
such producer shall also remain liable 
for repayment of the entire loan 
amount until the loan is fully repaid 
without regard to such producer’s 
claimed share in the seed cotton 
pledged as collateral for the loan. In 
addition, such producer may not amend 
the note and security agreement for 
the producer’s claimed share in such 
seed cotton, after execution of the note 
and security agreement by CCC. 

(e) The producer and CCC agree that 
it will be difficult, if not impossible, to 
prove the amount of damages to CCC if 
a producer makes any fraudulent rep-
resentation in obtaining a loan or in 
maintaining or settling a loan or dis-
posing of or moving the collateral 
without the prior approval of CCC. Ac-
cordingly, if CCC or the county com-
mittee determines that the producer 
has violated the terms or conditions of 
the note and security agreement, liq-
uidated damages shall be assessed on 
the quantity of the seed cotton which 
is involved in the violation. If CCC or 
the county committee determines the 
producer: 

(1) Acted in good faith when the vio-
lation occurred, liquidated damages 
will be assessed by multiplying the 
quantity involved in the violation by: 

(i) 10 percent of the loan rate applica-
ble to the loan note for the first of-
fense; 

(ii) 25 percent of the loan rate appli-
cable to the loan note for the second 
offense; or 

(2) Did not act in good faith about 
the violation, or for cases other than 
first or second offense, liquidated dam-
ages will be assessed by multiplying 
the quantity involved in the violation 
by 25 percent of the loan rate applica-
ble to the loan note. 

(f) For first and second offenses, if 
CCC or the county committee deter-
mines that a producer acted in good 
faith when the violation occurred, the 
county committee shall: 
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