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through the end of the most recent 
quarter. If a borrower requests a loan 
summary statement with data through 
the most recent quarter, county super-
visors may request copies of these 
quarterly or annual statements by 
sending Form FmHA or its successor 
agency under Public Law 103–354 1951– 
57, ‘‘Request for Loan Summary State-
ment,’’ to the Finance Office. 

(3) When a loan summary statement 
is requested by the borrower, the field 
office will copy the applicable annual 
or quarterly Forms FmHA or its suc-
cessor agency under Public Law 103–354 
1951–9. A copy(ies) of Form FmHA or 
its successor agency under Public Law 
103–354 1951–9; a copy of Form FmHA or 
its successor agency under Public Law 
103–354 1951–58, ‘‘Basis for Loan Ac-
count Payment Application for Farmer 
Program Loans;’’ and a copy of the 
promissory note showing borrower in-
stallments will constitute the loan 
summary statement provided to the 
borrower. 

[50 FR 45764, Nov. 1, 1985, as amended at 52 
FR 11457, Apr. 9, 1987; 53 FR 35716, Sept. 14, 
1988; 54 FR 10269, Mar. 13, 1989] 

§ 1951.8 Types of payments. 

(a) Regular payments. Regular pay-
ments are all payments other than 
extra payments and refunds. Usually, 
regular payments are derived from 
farm income, as defined § 1962.4 of sub-
part A of part 1962 of this chapter. Reg-
ular payments also include payments 
derived from sources such as Agricul-
tural Stabilization and Conservation 
Service payments (other than those re-
ferred to in paragraph (b) of this sec-
tion), off-farm income, inheritances, 
life insurance, mineral royalties and 
income from mineral leases (see 
§ 1965.17 (c) of subpart A of part 1965 of 
this chapter), including income from 
leases or bonuses. Regular payments in 
the case of a Section 502 RH loan to an 
applicant involved in a mutual self- 
help project will include loan funds ad-
vanced for the payment of any part of 
the first and second installments. All 
payments to the lock box facility(s) by 
direct payment borrowers are consid-
ered regular payments. 

(b) Extra payments. Extra payments 
are payments derived from: 

(1) Sale of chattels other than chat-
tels which will be sold to produce farm 
income or real estate security, includ-
ing rental or lease of real estate secu-
rity of a depreciating or depleting na-
ture. 

(2) Refinancing of the real estate 
debt. 

(3) Cash proceeds of real property in-
surance as provided in subpart A of 
part 1806 of this chapter (FmHA or its 
successor agency under Public Law 103– 
354 Instruction 426.1). 

(4) A sale of real estate not mort-
gaged to the Government, pursuant to 
a condition of loan approval. 

(5) Agricultural Conservation Pro-
gram payments as provided in subpart 
A of part 1941 of this chapter. 

(6) Transactions of a similar nature 
which reduce the value of security 
other than chattels which will be sold 
to produce farm income. 

(c) Refunds. Refunds are payments 
derived from the return of unused loan 
or grant funds, except that the term 
‘‘refunds’’ as used in Form 1940–17, 
‘‘Promissory Note,’’ will be construed 
to mean the return of funds advanced 
for capital goods, when a loan is made 
for operating purposes. 

[50 FR 45764, Nov. 1. 1985, as amended at 51 
FR 4137, Feb. 3, 1986; 53 FR 35717, Sept. 14, 
1988; 58 FR 52646, Oct. 12, 1993] 

§ 1951.9 Distribution of payments 
when a borrower owes more than 
one type of FmHA or its successor 
agency under Public Law 103–354 
loan. 

‘‘Distribution’’ means dividing a pay-
ment into parts according to the rules 
set out in this section. This section 
only applies after the County Super-
visor determines the amount of pro-
ceeds that will be released for other 
purposes in accordance with the annual 
plan (Form FmHA or its successor 
agency under Public Law 103–354 431–2, 
‘‘Farm and Home Plan’’) and Form 
FmHA or its successor agency under 
Public Law 103–354 1962–1, ‘‘Agreement 
for the Use of Proceeds/Release of 
Chattel Security.’’ 

(a) Distribution of regular payments. (1) 
When a borrower owes more than one 
type of FmHA or its successor agency 
under Public Law 103–354 loan, regular 
payments received from each crop 

VerDate Nov<24>2008 09:02 Mar 11, 2009 Jkt 217025 PO 00000 Frm 00025 Fmt 8010 Sfmt 8010 Y:\SGML\217025.XXX 217025dw
as

hi
ng

to
n3

 o
n 

P
R

O
D

1P
C

60
 w

ith
 C

F
R



16 

7 CFR Ch. XVIII (1–1–09 Edition) § 1951.10 

year’s income will be distributed in ac-
cordance with the following priorities: 

(i) First, to an amount equal to any 
advances made by FmHA or its suc-
cessor agency under Public Law 103–354 
for the crop year’s living and operating 
expenses. If no advances were made, 
distribute the payment according to 
paragraph (a)(1)(ii) of this section. If 
the amount of the payment was greater 
than the amount of any advances, the 
excess should be distributed according 
to paragraph (a)(1)(ii) of this section. 

(ii) Second, to FmHA or its successor 
agency under Public Law 103–354 loans 
in proportion to the approximate 
amounts due on each for the year. In 
determining the amounts due for the 
year, deduct an amount equal to any 
advances for the year’s living and oper-
ating expenses. If the amount of the 
payment exceeds the amount of any ad-
vances plus the amount due on each 
loan for the year, the excess should be 
distributed according to paragraph 
(a)(1)(iii) of this section. 

(iii) Third, to FmHA or its successor 
agency under Public Law 103–354 loans 
in proportion to the delinquencies ex-
isting on each. If the amount of the 
payment exceeds the amount of any ad-
vances plus the amount due on each 
loan for the year plus any delin-
quencies, the excess should be distrib-
uted according to paragraph (a)(1)(iv) 
of this section. 

(iv) Fourth, as advance payments on 
FmHA or its successor agency under 
Public Law 103–354 loans. In making 
such distribution consider the principal 
balance outstanding on each loan, the 
security position of the liens securing 
each loan, the borrower’s request, and 
related circumstances. 

(2) When the County Supervisor de-
termines it is reasonable to expect that 
the income which will be available for 
payment on FmHA or its successor 
agency under Public Law 103–354 debts 
will be sufficient to pay the install-
ments scheduled for the year under the 
first and second priorities, collections 
may be distributed so as to avoid un-
necessary delinquencies, and regular 
payments derived from rental or lease 
of real estate security after approval of 
foreclosure or voluntary conveyance 
will be distributed to the real estate 
lien of the highest priority. 

(3) Payments will be distributed dif-
ferently than the priorities provided in 
this section if accounts are out of bal-
ance or a different distribution is need-
ed to protect the government’s inter-
est. 

(4) Any income received from the sale 
of softwood timber on marginal land 
converted to the production of 
softwood timber must be applied on the 
ST loan(s). 

(b) Distribution of extra payments. 
Extra payments will be distributed 
first to the FmHA or its successor 
agency under Public Law 103–354 loan 
having highest priority of lien on the 
security from which the payment was 
derived. When the payment is in excess 
of the unpaid balance of the FmHA or 
its successor agency under Public Law 
103–354 lien having the highest priority, 
the balance of such payment will be 
distributed to the FmHA or its suc-
cessor agency under Public Law 103–354 
loan having the next highest priority. 

(c) Application of payments. After the 
decision is reached as to the amount of 
each payment that is to be distributed 
to the different loan types, application 
of the payment will be governed by 
§§ 1951.10 or 1951.11 of this subpart as ap-
propriate. 

[50 FR 45764, Nov. 1, 1985, as amended at 52 
FR 26134, July 13, 1987; 53 FR 35717, Sept. 14, 
1988] 

§ 1951.10 Application of payments on 
production type loan accounts. 

Employees receiving payments on 
OL, EO, SW codes ‘‘24,’’ EM for subtitle 
B purposes, EE operating-type, and 
other production-type loan accounts 
will select, in accordance with the pro-
visions of this section, the account(s) 
to which such payment will be applied. 
All payments on OL and EM loans ap-
proved on or before December 31, 1971, 
will be credited first to any adminis-
trative costs, then to noncapitalized 
interest, then to the amount of accrued 
deferred interest, and then to principal. 
All payments on all other loans includ-
ing OL and EM loans approved after 
December 31, 1971, will be credited first 
to any administrative costs, then to 
noncapitalized interest, then to the 
amount of accrued deferred interest, 
then to interest accrued to the date of 
the payment and then to principal, in 
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