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Amendment Transmittal

A Reason for Amendment

Paragraph 1 has been amended to identify the Food, Conservation, and Energy Act of 2008, as
authority for cotton programs.

Subparagraphs 3 A, 41 A, 42 Aand C, 187 B, 188 A and C, 197 F, 210.11 C, 223.7 F, 223.9 C,
241 C, 257 C, 277 Cand I, 278 B, 288 B, 292 A, and Exhibit 1 have been amended to remove
references to manual CCC-184’s, because CCC-184’s will no longer be issued by County
Offices.

Subparagraph 4 A has been amended to remove reference to the discontinued web site for the
Cotton Merchant Registry and revise the web site reference for AWP and LDP rates.

Paragraph 10 has been amended to add loan-cotton transfer request approval and administration
as KCCO responsibilities.

Subparagraph 22 A has been amended to provide that the upland cotton AWP announcement
time has been changed from 5 p.m. to 4 p.m. eastern time.

Subparagraph 22 E has been amended to provide the current web site for the weekly upland
cotton AWP, CCA, FCA, and LDP.

Paragraph 26’s title has been amended to include FCA and subparagraphs 26 B and C have been
added to explain using FCA.

Subparagraph 28 C has been amended to clarify that any entity that assumes a loan because of
the dissolution of a corporation or partnership is not required to meet loan eligibility
requirements as a condition of assuming the loan obligation.

Subparagraph 34 A has been amended to provide that CCC reports to IRS the value of storage
credited to upland cotton loan repayment amounts.

Subparagraph 38 A has been amended to update the Market Gain Report option number.
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Amendment Transmittal (Continued)
A Reasons for Amendment (Continued)

Subparagraph 43 A has been amended to provide that payment limit will not apply to 2009 and
subsequent crops and to clarify cotton eligibility for commodity certificate exchanges.

Subparagraph 43 C has been amended to clarify that CCC-502 and CCC-526 do not need to be
filed if a loan obligation is repaid at the loan rate or satisfied using a commaodity certificate
exchange.

Subparagraph 46 C has been amended to include 50-FI and 61-FI for prompt payment policy,
interest rates, and computation information.

Paragraph 47 has been withdrawn because CCC will not accept paper warehouse receipts as
cotton loan collateral starting with the 2009 crop.

Subparagraph 49 C has been amended to provide the maximum storage credit rates effective for
the 2008 through 2012 crop years.

Subparagraph 52 B, Step 1 has been amended to provide the correct web site for COPS.
Paragraph 53 has been amended for consistency with 8-LP second-party review procedure.

Subparagraph 54 K has been amended to delete the number of MAL’s and LDP’s received in the
County Office from the annual report.

Subparagraph 79 A has been amended to provide that CCC-879 is submitted annually for the
current crop year only.

Subparagraph 100 A has been amended to clarify that CCC-526 must be on file for loans repaid
when loan gain occurs, but is not required for loans redeemed at principal plus interest or using a
commaodity certificate exchange.

Subparagraph 103 A has been amended for consistency with 8-LP similar instructions.

Subparagraph 103 D has been amended to remove the reference to delivering EWR’s to a
producer’s agent from the fifth bullet and provide a clarifying note.

Subparagraph 123 A has been amended to revise the strength and length uniformity requirements
of base quality cotton.

Subparagraph 123 D has been amended to provide that seed cotton is not classed before being
pledged as collateral for a CCC loan.

Subparagraph 127 A has been amended to provide AGI requirements effective for 2009.
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Amendment Transmittal (Continued)

A
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Reasons for Amendment (Continued)

Subparagraph 160 C has been amended to provide policy that terminates certificate exchanges
for loan collateral at the end of the 2009 crop year.

Subparagraph 164 A has been amended to provide that, effective for the 2009 crop of cotton,
warehouse receipts must be EWR’s to be acceptable as collateral for MAL’s.

Subparagraph 164 G has been withdrawn because paper warehouse receipts are no longer being
accepted as collateral for cotton MAL’s.

Subparagraph 182 B instructions for CCC Cotton A-5 have been amended. CCC Cotton A-5,
item 21, “Do you agree that any agent you authorize to redeem this loan may use the automated
EAD redemption process?”, has been removed from the current CCC Cotton A-5 version for
simplification.

Subparagraph 184 C has been amended to provided that flat bales are ineligible for loan starting
with the 2009 crop.

Subparagraph 186 B has been amended to remove preparation codes 1, 2P, 3, and 4 and
subparagraph 281 A has been amended to remove reference to LDP’s based on paper receipts
because paper receipts are no longer accepted by CCC as loan collateral.

Subparagraph 197 C has been amended to clarify the crop years for which exchanging collateral
for commodity certificates are available.

Subparagraphs 201 A and 210.5 A have been amended to provide that exchanging commodity
certificates for cotton loan collateral terminates at the end of the 2009 crop year.

Subparagraph 201.5 D has been added to clarify that 1 day of storage credit is provided for loans
established for immediate certificate redemption.

Subparagraph 205 D, that referred to the National Registry of cotton-merchant signatures, has
been removed because using that registry has been terminated because most form-A loans are
being redeemed electronically and the remaining CCC-605’s are being presented by known
company representatives.

Subparagraph 210.10 A, step 13 has been amended to recommend using multiple check/item
numbers for excessively large invoices.

Subparagraph 212 B, Step 2 has been amended for clarity to provide that the entry includes the
loan number of the forfeited bales.

Subparagraph 214 C has been amended to provide a note to record LSA producer receivable
numbers and to amend the contact in Kansas City for providing LSA receivable numbers.

Subparagraph 223.7 F has been amended to reflect current provisions for paying UCC-1 filing
fees.
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Amendment Transmittal (Continued)

A Reasons for Amendment (Continued)

Subparagraph 262A has been amended to update a paragraph reference and clarify that producers

are required to submit both CCC-633 EZ, pages 1 and 3 to request cotton LDP.

Subparagraph 267 A has been amended to clarify cotton eligibility for loan if payment limit is
reached when processing LDP based on a module-lock-in.

Subparagraph 268 B has been amended to provide that the retained CCC-633 EZ copy may be
either an original or FAXed copy.

Subparagraph 276 B has been amended, in table step 16, to include the approval date from

CCC-633EZ.

Subparagraph 285.6 A has been amended to include instructions for State Offices to obtain a
password for County Offices to use to manually enter bale data in the eLDP process.

Exhibit 18.5 has been amended to include 2008-crop area approved for outside storage.
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Par. 1
Part1 General Information and Administrative Provisions

Section 1 General Information
1 Purpose and Authorities
A Handbook Purpose
This handbook provides instructions for administering the:

e Cotton Loan Program, which includes upland cotton and ELS cotton
e Cotton LDP Program
e recourse Seed Cotton Loan Program.

B Authority and Responsibility
PSD has the authority and responsibility for the programs prescribed in this handbook.
C Sources of Authority

Following are the sources of authority for the Cotton Loan, Cotton LDP, and the recourse
Seed Cotton Loan Programs:

o the Agricultural Act of 1949, as amended

o*--the Food, Conservation, and Energy Act of 2008--*

e the Commodity Credit Corporation Charter Act, as amended
e 7 CFR Part 1427.
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Par. 2
2 Program Objectives

A Cotton Loan and LDP Programs
The objectives of the Cotton Loan and Cotton LDP Programs are to:
e provide interim financing to assist with the orderly marketing of the cotton crop

e minimize loan forfeitures and market disruptions that could occur when loan rates exceed
market prices.

B Recourse Seed Cotton Loan Program
The objectives of the recourse Seed Cotton Loan Program are to:

e extend the ginning season to reduce harvesting, handling, and ginning costs
e provide interim financing to producers while they wait for their cotton to be ginned.
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Par. 3
3 Related Handbooks

A Related FSA Handbooks

FSA handbooks related to Cotton Loan, Cotton LDP, and recourse Seed Cotton Loan
Programs include:

e 9-AO for investigating program violations
e 1-APP for appeals
e 7-AS for County Office correspondence

e 1-CM for common provisions relating to signature requirements, power of attorney,
maintaining the name and address file, and assignments

e 2-CM for common farm and program provisions

e 1-CMA for CMA and LSA loan and LDP procedures

e 14-CN for handling cotton loans prepared by cotton clerks

e 21-CN for CCC-automated cotton loan reporting for CMA’s and LSA’s
e 22-CN for CCC’s LSA program

e 2-CP for acreage reporting

e 6-CP for HELC and WC provisions

e 7-CP for misinformation and misaction provisions

* * *

e 3-FI for depositing remittances
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Par. 3
3 Related Handbooks (Continued)

A Related FSA Handbooks (Continued)
e 50-FI for interest rates
e 58-FI for claims and withholdings
e 61-FI for Prompt Payment Act provisions
e 62-FI for reporting data to IRS
o*--1-PL for 2008 prior year’s payment limitation--*
e 3-PL for web-based subsidiary files
o*--4-PL for payment eligibility, payment limitation, and AGI--*
e 12-PS for processing seed cotton loan repayments

e 20-PS for State Office APSS operations.
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Related Web Sites

A Cotton Web Sites

Par. 4

The following web sites provide information used to administer cotton loans and LDP’s.

Web Site Content

Web Site Address

COPS

https://dInt01.fsa.usda.gov

Reports of loan and LDP
activity by national, date,
and county level for
cotton and other
commaodities (a PSD web
site)

http://lwww.fsa.usda.gov/FSA/webapp?area=home&
subject=prsu&topic=psr

Cotton AWP, LDP
Rates, and CCA (weekly
table)

*--http://lwww.fsa.usda.gov/FSA/epasReports?area=home&su
bject=ecpa&topic=fta-uc--*

* Kk *

* X *

Loan Rates: Cotton (and
other commodities) by
State/county

http://lwww.fsa.usda.gov/FSA/webapp?area=home&
subject=prsu&topic=lor

Specifications for Cotton
Bale Packaging Materials
of JCIBPC

http://www.cotton.org/tech/bale/index.cfm

Forms: FFAS Employee
Site

http://intra3.fsa.usda.gov/dam/ffasforms/forms.html
(CLICK “Find Current Forms Using Our Form Number
Search”)

Notices

http://www.fsa.usda.gov/FSA/notices?area=home&subject=la
re&topic=not&setflag=FORMURL&getData=None (from the
“Subject” drop-down menu, CLICK “Cotton Program”)

eAuthentication

http://www.eauth.egov.usda.gov/

\Warehouses:

List of approved
cotton warehouses

Receiving and
storage rates

https://dInt01.fsa.usda.gov (COPS web site)
(CLICK “Home Pages”, then “Warehouse Home”, then “Online
Lists”, and then “Tariff Rates”)

AMS: Weekly Cotton
Market Report

http://www.ams.usda.gov/cotton/mncs/index.htm

National Cotton Council:

industry news

http://www.cotton.org

Price Support Training
Modules

http://www.fsa.usda.gov/Internet/FSA_File/eldp_training_mo

dules.pdf
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Par. 5
*--5  Alphabetical Index

A Index for This Handbook

Exhibit 3.5 provides an alphabetical index to cotton program policy and instructions provided
in this handbook. This index can be used as a supplement to the Table of Contents.

Suggestions for this index should be sent to PSD by e-mail to
gene.rosera@wdc.usda.gov.--*

6-8  (Reserved)
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Par. 9
Section 2 Responsibilities

9 National Office Responsibilities
A CCC Board and Executive Vice President, CCC Responsibilities

[7 CFR 1427.2] [7 CFR 1427.161] The CCC Board and Executive Vice President, CCC
shall determine policy and program provisions. The Executive Vice President, CCC or
designee has the authority for:

e making a determination on any question arising under the programs
e revising or rescinding any determination made by:

Kansas City Offices

STC’sand COC’s

State and County Office personnel
approved cotton clerks

LSA’s.

B PSD Responsibilities
PSD shall:

e administer the programs under DAFP’s general supervision and direction
e enter into agreements with approved CMA’s and LSA’s
e supervise the CMA and LSA program activity.
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Par. 10
10 Kansas City Office Responsibilities

A Kansas City Organization
FSA Kansas City offices primarily involved with cotton are as follows:
o*--KCCO, CMD:

e Merchandising Branch
e SCB

e |ITSD, APD, Cotton Operations Processing Staff
e ADC, Price Support and Commodity Applications Office, Commodity Loans Group
e OTC
e FSC.
B ITSD Responsibilities
ITSD shall:--*

e provide users and contractors with procedures, directives, methods, and analyses in
support of the following:

e ACRS
e APSS
e COPS

* k%

e advise and collaborate in making recommendations to the National Office to adjust or
modify operating policy and procedures because of changes in programs, organization,
equipment, data processing systems, and techniques

e coordinate systems user requirements for assigned areas
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Par. 10
10 Kansas City Office Responsibilities (Continued)

*--B ITSD Responsibilities (Continued)--*

e conduct research analysis to determine the impact of changes in relation to available
resources and established target dates

e maintain ADP processing for CMA functions as follows:

loan/LDP processing

error resolution

IRS reporting

EWR’s

duplicate validation

producer collection invoice generation
e provider fee processing

e develop acceptance tests; lead and participate in system testing in cooperation with the
users to ensure implementation readiness and comprehensive requirements processing.

C KCCO Responsibilities
KCCO shall:
o*--approve and administer cotton loan transfers--*
e approve and suspend storage agreements with warehouse operators
e advise State Offices of approved warehouses and related receiving and storage charges
e dispose of CCC-owned inventory through periodic sales or donations
e handle loan and CCC-owned cotton reconcentrations
e request investigations of suspected program violations

e notify the State Office when there is reported damage or loss of cotton under loan at a
warehouse.
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Par. 10
10 Kansas City Office Responsibilities (Continued)

*--D ADC Responsibilities
ADC shall:--*
e develop software to process price support loans and LDP’s in County Offices

e maintain national level systems to process cotton research and promotion fees collected
on loans and LDP’s

e maintain national level reporting systems and provide loan/LDP data and summary
reports of loan/LDP activity to State and National Offices.

*--E  OTC Responsibilities

OTC shall:--*

e perform acceptance testing of software for use in processing price support loans and
LDP’s in County Offices

e provide technical support for software and equipment problems through the National
Help Desk.
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Par. 10
10 Kansas City Office Responsibilities (Continued)

*--F FSC Responsibilities
FSC shall:--*
e maintain subsidiary records for:

e loans made
e |oans repaid
e other related transactions

e provide loan data and summary reports of loans to National Offices

e provide to each applicable State Office, by State and County Office for each type of
cotton, a weekly Summary of CCC Loans Report (MDR-223), from the State Office
Reporting System, that provides the following:

e the number of loans made
e Dales for ginned cotton or pounds for seed cotton
e value of loans made, repaid, and outstanding

e maintain ACRS to tract the daily, weekly, and monthly operations of cotton loans and
cotton LDP’s made by cotton cooperatives or loan servicing agents serving cotton
farmers nationwide

e collaborate with contractors and FSA divisions to add, delete, and modify loan software
routines to support processing, accounting, and reporting of cotton loan operations

e reconcile disbursements and collections processed through FRB by cotton cooperatives

and loan servicing agents for cotton loans and LDP’s with transactions reported by using
ACRS to the CORE Accounting System and APSS.
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Par. 11
11 STC Responsibilities

A General Responsibilities
[7 CFR 1427.2(c)] [7 CFR 1427.161(c)] STC shall:
e determine Statewide policy consistent with this handbook
e administer the programs in County Offices through DD’s, COC’s, and CED’s

e require COC to correct or withhold any action that violates program provisions [7 CFR
1427.2(c)(1)]

e remove approved cotton clerks, according to 14-CN, who violate program provisions or
who are no longer eligible to serve if COC does not remove these clerks

e notify County Offices and, if applicable, adjoining State Offices of:
e persons CCC has suspended or debarred

e other persons and firms who have violated program provisions to the extent that their
agreements with CCC were terminated.

* * *

B Seed Cotton Responsibilities
STC shall:
e ensure that qualified County Office employees and COC’s:

e determine the quantity and quality for loan
e make periodic inspections of seed cotton

e establish maturity dates if State or local quarantine regulations conflict with the regular
maturity date

e approve County Offices to make individual loans without measurement if it is determined
that State or County Offices have the necessary experience to carry out the program
without inspecting each loan.
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Par. 11
11 STC Responsibilities (Continued)

C Suspected Violations
STC shall:
e request investigations of suspected program violations according to 9-AO by:

e producers
e approved cotton clerks
e other program participants

o*--report to KCCO, CMD, SCB cases of suspected program violations by approved--*
warehouse operators

e report to PSD suspected program violations by approved cotton cooperatives and
cooperating ginners.

D Repayment of Loans

To protect CCC’s interests, STC may require guaranteed remittance for all repayments or on
a countywide or Statewide basis.

If COC determines to require guaranteed remittances, the County Office shall:

e request authority from STC for a countywide policy
e if approved, apply the policy to all repayments
e continue to follow 3-FI for dishonored checks.

E Maximum Bales for LDP Based on Rate Lock-in
STC may request DAFP to approve for their State a different maximum number of bales per
storage unit (either higher or lower than 20 bales per module) that is consistent with locally

used field storage equipment.

STC may approve LDP payments based on locked-in rate for bales that exceed the
established maximum number of bales per module on a case-by-case basis.
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Par. 12
12 SED Responsibilities

A Responsibilities
SED shall:

e carry out day-to-day program operations at the State level under STC’s direction, with the
help of State and County Office employees and COC’s

e provide training, as necessary, to ensure that County Offices, cotton clerks, and others
working with the program understand and follow program provisions

e coordinate the flow of information and documents between County Offices, Kansas City
offices, and others, as necessary.
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Par. 21
Section 3 Administrative Provisions

Amounts of $9.99 or Less

A

Handling Payments

[7 CFR 1427.20] Amounts of $9.99 or less will be paid to producers only upon the request
of the producer.

Deficiencies of $9.99 or less, including interest, may be disregarded unless demand for
payment is made by CCC.

AWP and CCA Announcement Times

A

Announcement Time

*--[7 CFR 1427.25] AWP, CCA, and FCA will normally be announced by the National Office

at 4 p.m. e.t. each Thursday. They become effective for calculations as specified--*
subparagraph B.

If Thursday or Friday, or any number of subsequent days, is a nonworkday in
Washington, DC, AWP and CCA shall be announced the next workday at 8 a.m. e.t.

Effective Time Period

[7 CFR 1427.25] The effective time period for each weekly AWP, CCA, and LDP rate,
calculated using the regulatory formula at 7 CFR 1427.25, is unchanged by any
announcement delays that may occur. Announced AWP’s and CCA’s do not remain
effective past their normal expiration time if the subsequent AWP cannot be announced for
any reason.

The effective time period of announced AWP’s and CCA’s is 12:01 a.m. Friday (a minute
past midnight of the Thursday when normally announced) through midnight of the following
Thursday whether the prices are announced:

o*--at the usual time of Thursday, 4 p.m. e.t.--*

e onaFriday at 8 a.m. e.t., because the immediately preceding Thursday was not a Federal
workday in Washington, DC

e on any subsequent day following a Friday; in this case, the delayed-announced AWP and

CCA shall be retroactively applicable to what would have been their effective time period
had they been announced at the usual Thursday time.
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Par. 22
22 AWP and CCA Announcement Times (Continued)

C Accepting Transaction Requests When AWP Not Announced

Effective October 31, 2002, for transactions of all crop years, the “dead hour”, the time
during which applications for loan repayments and LDP’s were not accepted, was
terminated.

Requests for loan repayments and LDP’s may be accepted at all hours subject to the effective
AWP and CCA. If there is an extended period during which the current AWP, CCA, and
LDP rate are not announced for any reason, requests for loan repayments and LDP’s shall be
accepted at the County Office. Such applications shall be subject to AWP and CCA
subsequently announced as effective for the date the application was received.

In the event that a repayment request is made during an extended period when AWP is not

announced, the loan repayment may be accepted according to subparagraph 202 A as an
estimated repayment, and bales released, based upon the higher of either of the following:

e the amount provided for the repayments
e the last announced repayment rate.

The County Office shall obtain from the entity repaying the loan a signed and dated
agreement to the following statement:

“l understand that the loan repayment amount for the cotton loan collateral requested at
FSA County Office is subject to recalculation upon announcement of the
prevailing loan repayment rate for the cotton. | agree to pay CCC any balance due based
on this recalculation.”
D Loan Repayments Received by Mail, Courier, or Wire Transfer

If a loan repayment is received by mail, courier, or wire transfer of funds, use AWP and CCA
in effect on the date the repayment is received in the County Office.

*--E Accessing Cotton AWP, LDP, and Competitiveness Rates and Adjustments

Upland cotton weekly AWP and LDP rates and CCA’s and FCA’s are available at
http://lwww.fsa.usda.gov/FSA/epasReports?area=home&subject=ecpa&topic=fta-uc.--*
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Par. 25
25 Calculations of LDP and Market Gains

A Market Loan Gain Amount
The market loan gain applicable to the payment limitation is equal to the difference between
the loan principal amount and the loan repayment amount, excluding any credits for accrued
charges.

B LDP Gain Amount

The gross LDP, before deducting the research and promotion fee, is subject to payment
limitation.

C Remaining Payment Limitation Balance
The remaining payment limitation balance shall be the difference between:

e the payment limitation assigned to the producer in the county where benefits are being
received

e the sum of the following:
e LDP amounts previously received in the applicable county
e market loan gain amounts previously received in the applicable county

e LDP and market loan gain amounts denied in the applicable county because of
percent of cropland factor or permitted entity shares are less than 1.0000.

Note: If the producer is not a multiple-county producer, the payment limitation assigned

is $75,000. Multiple-county producers are assigned a payment limitation for each
county by the control County Office.
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A Determining CCA’s and FCA’s--*

Par. 26

[7 CFR 1427.25(f)] CCA is an adjustment intended to make designated lower grades of
cotton more competitively priced. CCA is either:

e added to the LDP rate for the cotton

e subtracted from AWP for the cotton, thereby reducing either the cash loan repayment rate
or the price of commodity certificates to be exchanged for the loan collateral.

CCA used to adjust the AWP or LDP rate may be less than the level of the announced CCA.
Use the following table to determine CCA.

IF the announced AWP is...

THEN...

less than or equal to NALR

CCA is equal to the announced CCA.

greater than NALR

subtract the announced CCA from the announced AWP.

IF the result is...

THEN CCA is...

equal to or greater than
NALR

“zero”.

less then NALR

the announced CCA minus the
difference between:

e the announced AWP
e NALR.
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Par. 26

*.-26 CCA’sand FCA’s

4-7-09

B Determining FCA’s
[7 CFR 1427.259f)(1)(i)] FCA to AWP is announced weekly and may be a separate value
for each crop year to which it applies. FCA always is a reduction to the AWP of selected,
higher-quality color grades of cotton.

FCA’s:

e for loan redemptions, are applied to reduce AWP if the loan rate premium for applicable
grades exceed the market-price premium as determined by CCC

e for LDP’s, increase LDP rates for applicable grades

e do not require any manual intervention at the County Office level because any FCA will
be incorporated into loan redemption software calculations.

C FCA Applicable Bales

FCA is applicable to the following color-grades of upland cotton:

Color Leaf Staple
SM and Better, 11& 21 1-3 35, 36, 37+
Mid 31 1-2 35, 36, 37+
3 36, 37+
__x
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A Applicable Grades

1-15-03

--27 CCA: Applicable Bales--*

Par. 27

CCA is applicable for any bale of upland cotton with the following staple, color, grade, and

leaf.
Staple Color Grade Leaf
33 or shorter| All All All
34 or longer | White Strict Middling or Better (11 and 21) 7
Middling (31) 7
Strict Low Middling (41) 7
Low Middling (51) 6 and 7
Strict Good Middling (61) All
*--Good Middling (71) and Below Grade (81)--* All
Light Strict Middling or Better (12 and 22) 6 and 7
Spotted Middling (32) 6 and 7
Strict Low Middling (42) 5 through 7
Low Middling (52) All
*--Strict Good Middling (62) and Below Grade (82)--* All
Spotted Strict Middling or Better (13 and 23) 3 through 7
Middling (33) All
Strict Low Middling (43) All
Low Middling (53) All
*--Strict Good Middling (63) and Below Grade (83)--* All
Tinged Strict Low Middling or Better (24, 34, and 44) All
*--Low Middling (54) and Below Grade (84)--* All
Yellow Strict Middling (25) All
Stained *--Middling (35) and Below Grade (85)--* All
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Par. 28
28 Corporations and Partnerships Dissolved and Loan Assumptions

A Corporations
If a corporation is dissolved and an individual stockholder or group of stockholders wants to
assume the loan or loans held by the corporation, the individual stockholder or group of
stockholders may do so if all stockholders in the corporation agree to the assumption on
CCC-664.

When an assumption is applicable, see 12-PS, Part 11, Section 1 to correct the names of the
producers on the loan agreement.

B Partnerships
If a partnership is dissolved and an individual partner or group of partners wants to assume
the loan or loans held by the partnership, the individual partner or group of partners may do
so if all partners in the partnership agree to the assumption on CCC-664.
C Additional Information
The loan or loans may only be assumed by the stockholders in the corporation or partnership.
*--The stockholder or partner is not required to meet loan eligibility requirements to assume the
loan.--*
Collateral mortgaged for a single loan shall not be split among the stockholders or partners.
If all stockholders or partners do not sign CCC-664, COC shall call the loan.

D Changing Names on Loan Agreement

Follow 12-PS, Part 11 to change the names of the producers on the loan agreement.
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Par. 33

Interest Rates

A Rates

F

For:

e regular loan interest rates, see 50-FI
e debts, charge interest according to 58-FlI.

Computation for Loans Less Than $500,000

Producers who redeem loans that have original principal amounts of less than $500,000 shall
be assessed interest beginning on the loan disbursement date to, but not including, the date of
repayment.

Computation for Loans of $500,000 or More

Producers who redeem loans that have original principal amount of $500,000 or more for
which the repayment is by:

e check or cash, shall be assessed interest beginning on the loan disbursement date through
the day after the date of repayment

e wire transfer, shall be assessed interest beginning on the loan disbursement date up to the
second day before the date of repayment.

Note: Follow 3-FI for depositing and recording wire transfers.

Repayment Date

The repayment date shall be the date repayment is received in the County Office.

If Different Rates Apply

If different rates apply, compute interest from the applicable beginning date to, but not
including, the effective date interest changed, and from the date of interest changed to the

applicable ending date.

Overdisbursed or Underdisbursed Loans

*--If a loan that is being repaid at principal plus interest was overdisbursed or--*

underdisbursed, and not corrected, adjust the note amount by the amount of the
overdisbursement or underdisbursement for interest and repayment computations.

7-CN (Rev. 15) Amend. 32 Page 1-57



34

35

4-7-09

Par. 34
IRS Reporting Requirements

A IRS Reporting

*--Market gains from cash loan redemptions, LDP’s, storage credits, and forfeitures are reported
to IRS for Federal income tax purposes. Market gains from commodity certificate exchanges
are not reported by FSA, but may be considered taxable income by IRS. For additional--*
information on IRS reporting requirements, see 62-FI.

Loans Ineligible for Forfeiture

A Applicability

If COC determines that ineligible ginned cotton was placed under loan or the producer is
ineligible for loan, the cotton cannot be forfeited to CCC in settlement of the loan.

Note: See paragraph 257 for handling abandonment or foreclosure actions on seed cotton
loans.

B Immediate Call

If COC determines that the cotton or producer is ineligible for loan, immediately call the
loan. Use the letter in subparagraph E to notify the producer of the loan call.

Note: When COC determines that the cotton or producer is ineligible for loan, do not allow
the loan to be exchanged for commodity certificates or redeemed at a rate less than
principal and charges, plus interest, unless the producer appeals the determination
according to paragraph 23.

C Failure to Repay Within 30 Calendar Days

If the producer fails to repay the loan within 30 calendar days, notify the producer of the

amount due and that foreclosure proceeding will begin. Use the demand letter in

subparagraph F to demand payment.

Note: See paragraph 23 if the producer appeals the loan call.

D Foreclosure Action

When a loan is not repaid and a claim is established, COC shall:

e sell the cotton according to paragraph 36
e apply the sales proceeds to the claim.
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Par. 38
38 Market Gain Reports

A General Information

Four market gain reports are available to account for market gain transactions. To access the
*--following reports, from APSS Administrative Report Menu PAA045, ENTER “127:--*

Denied Market Gain Report, see subparagraph B

Total Market Gain Report, see subparagraph C

Market Gain Report by Loan or LDP, see subparagraph D
Market Gain Report by Producer, see subparagraph E.

B Denied Market Gain Report

The Denied Market Gain Report prints the total market gain for each producer 1D with
denied market gain for the selected crop year.

C Total Market Gain Report

The Total Market Gain Report prints the total market gain for each producer ID with market
gain for the selected crop year.

D Market Gain Report by Loan or LDP

The Market Gain Report by Loan or LDP prints each market gain transaction for each
producer on the selected loan or LDP.

Note: The user will be required to enter the crop year and loan or LDP number.
E Market Gain Report by Producer

The Market Gain Report by Producer prints each market gain transaction for the selected
producer for the selected crop year.

Note: The user will be required to enter the crop year and either the producer’s last name or
ID number.
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Par. 39
39 Misinformation and Misaction

A Applicability

Follow 7-CP if an otherwise eligible producer is deprived of benefits, because administration
of the program results in:

errors
omissions
misinformation
misaction.

Note: Overdisbursement and undercollection of loan or LDP proceeds is not misaction.
40 Nonresident Producer
A Request
If a loan is requested by a nonresident producer, County Offices shall:

e complete applicable forms and mail them to the producer
e instruct the producer to:

sign the applicable forms

have the signature witnessed

obtain proper lien waivers, if applicable

return the forms with the required documents to the County Office.

B Genuine Signatures

CED or designee must be satisfied that the producer’s signature is genuine before disbursing
the loan.
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Par. 41
41 Offsets

A Basic Provisions

Offsets are applicable for amounts owed CCC, FSA, or other creditors. The offset amount
may be shown on CCC-679 or established as the result of a claim against the producer.

Make administrative offsets from loan or LDP amounts due producers, if appropriate,
according to 58-Fl, after the notification letter has been mailed to the producer, including the
notification when a loan is transferred to claims with collateral remaining on the farm.

* k *

B Joint Disbursement of Loan Proceeds

The balance of the loan proceeds may be disbursed jointly to the producer and lienholder
after applicable administrative offsets to CCC, FSA, or other creditor agencies, as
applicable, according to 58-FI, have been made when the lienholder requests joint
disbursement on CCC-679 for:

e recorded lien
e unrecorded lien, if actual notice of lien is given to the County Office.

For other creditor agency claims received in the County Office:

e before the filing date of any recorded lien or notification of an unrecorded lien, the
lienholder must agree to the creditor agency debt offset before disbursement of loan
proceeds jointly to the producer and lienholder by checking CCC-679, block 8 (3)

e after the filing date of any recorded lien or notification of an unrecorded lien, the creditor

agency debt shall be offset only if the lienholder agrees to disburse the loan proceeds
solely to the producer by checking CCC-679, block 8 (1).
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Par. 41
41 Offsets (Continued)

C Authorizing Offsets

Offsets may be made for amounts contained on a separate statement of unpaid charges, or for
a separate bill for unpaid charges, if the charges:

e are associated with the handling of the commaodity represented by the warehouse receipt
e have been approved by DAFP
e are not warehouse receiving or warehouse storage charges.

Note: See paragraph 165 for charges attached to warehouse receipts that are commonly
approved for offset.

These charges are not considered a lien, but must be included on CCC-679, block 8 (3), if an
*--offset will be made for the charges. See subparagraph 124 D for completing CCC-679.--*

If an offset applies, do not disburse the loan unless the lienholder agrees to the offset on
CCC-679 by checking block 8 (1) or (3). If any lienholder checks block 8 (2), the loan shall
not be approved.

D Prior Liens

Deductions are made for applicable fees or charges and amounts due prior lienholders before
offsets are made.

Do not make offsets on loans subject to prior liens unless agreed to by prior lienholders in
writing.

E Right to Appeal
The offset does not deprive the producer of the right to appeal the justness of the debt.
F Bankruptcy Cases

Consult with the regional attorney, through the State Office, before making offsets when a
producer is involved in bankruptcy proceedings.
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Par. 42
42 Overdisbursements * * * and Receivables

*--A Overdisbursement and Receivable Producer Liability--*
A producer is personally liable for repaying:

e any loan amount disbursed or LDP exceeding the amount authorized, including any
charges plus applicable interest

e any receivable determined to be due CCC, plus interest, subject to the small-balance
write-off amount of $9.99.

Note: Once a claim is established, the claims process employs a small-balance write-off
for amounts of $24.99 or less.

B Notifying Producers
For loans and LDP’s, County Offices shall notify producers:
e 0of the amount due of $10 or more
e immediately after the amount due is determined
e using the computer-generated notification letter in subparagraph C

o of all the applicable appeal options available as determined by the decision-making
authority.
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Par. 42
42 Overdisbursements * * * and Receivables (Continued)

B Notifying Producers (Continued)

Take action, as applicable, according to this table.

IF... THEN...

the e collect the amount due as follows:
overdisbursement

or overpaymentis | o for |oans, if the amount due is $24.99 or less and is discovered:
not the result of a

l/(:grl]a?irc.)rl;DP e before settlement, do not collect immediately; however,
according to Part 6, collect on the next repayment
Section 1
o after settlement, do not send the producer a demand letter;
immediately write off the small balance according to 12-PS,
Part 11, Section 2
e for LDP’s, if the amount due is:
o $24.99 or less, write off the small balance according to 12-PS,
Part 11, Section 2
e $25 or more, follow procedure in 58-FI for demanding
payment.
a receivable is if the total amount outstanding is:
created as a result
of an amount o $24.99 or less, see 12-PS, Part 11, Section 2

remitted to CCC

and is less th_an the | o $25 or more with outstanding loan balance, collect on next
amount required repayment

e $25 or more with no outstanding loan balance, follow procedure in
58-FI for demanding payment.

C Manual Checks

County Offices are not authorized to issue any manual check for any purpose. * * *

4-7-09 7-CN (Rev. 15) Amend. 41 Page 1-86



42

4-7-09

Par. 42

Overdisbursements * * * and Receivables (Continued)

D Notification Letter

Notify the producer, using the following notification letter according to 12-PS, when a
determination has been made that an amount is due CCC.

UNITED STATES DEPARTMENT OF AGRICULTURE
FARM SERVICE AGENCY
LYON COUNTY FSA OFFICE
PO BOX 389

ROCK RAPIDS IA 51246-0389
October 15, 2007
Thomas Smith
1003 Brees Ave
Springfield 1A 51241-7522
Dear Thomas Grant:
This is to notify you that the Farm Service Agency has determined that you have a debt arising from:

(Insert explanation and pertinent facts.)

The amount you owe consists of:

Principal Interest Other Charges Total
Interest will continue to accrue at a rate of % until the total amount due is repaid. The amount shown above has

been recorded for offset from any FSA, CCC or other Federal Agency payment, which may be due you.

We want to work with you to resolve this matter. Depending upon your situation, there is the possibility of paying this debt
in installments. If you have any questions regarding this matter, please do not hesitate to contact us.

If you believe that you have been sent this notice in error, that the determination is in error, or that the amount due is
incorrect, you may appeal this determination to the County Committee by filing a written request no later than 30 calendar
days after you receive this notice in accordance with the FSA appeal procedures found at 7 CFR Part 780. If you appeal to
the County Committee, you have the right to an informal hearing which you or your representative may attend either
personally or by telephone. If you appeal this determination to the County Committee, you may later appeal an adverse
determination of the County Committee to the FSA State Committee or National Appeals Division (NAD). To appeal,
write to the County Committee at the following address and explain why you believe this determination is erroneous.
(Insert COC address.)

You may contact the County Office to receive a copy of the documents related to this determination.
If you should need further assistance, please feel free to contact the FSA Service Center.

Sincerely,

(insert CED name)

County Executive Director

USDA is an Equal Opportunity Provider and Employer

7-CN (Rev. 15) Amend. 41 Page 1-87



42

4-7-09

E Additional Action

Par. 42

Overdisbursements * * * and Receivables (Continued)

If repayment is not received after producer has been notified using the letter in
subparagraph C, take additional action according to the following table.

IF repayment is...

THEN...

received by the 30th calendar
day after the date of the
notification letter

record the overdisbursement, overpayment, or receivable
repayment according to 12-PS, Part 7.

not received within
30 calendar days after the date
of the notification letter

send the producer the applicable computer-generated
demand letter in subparagraphs E and F on the next
workday.

received by the 30th calendar
day after the date of the
demand letter

record the overdisbursement, overpayment, or receivable
repayment according to 12-PS, Part 7.

not received within
30 calendar days after the date
of the demand letter

e transfer to claims the entire amount of the debt,
including applicable interest, as determined by APSS
according to 12-PS, Part 12

e establish a claim on the 31st calendar day according
to 58-Fl.

Exception:  The interest start date for the claim is
the 31st calendar day after the date of
the demand letter.

Note: Record the claim repayment according to 58-FI.
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Par. 42

Overdisbursements * * * and Receivables (Continued)

F Demand Letter (No Appeal)

Send the producer the following demand letter when no appeal or reconsideration of the debt
has been requested.

(Date)

(Customer Name)
(Customer Address)

Dear (Customer Name):

By letter dated (1) , we notified you that a determination had been made that you owe (2) , plus
interest, as applicable. See attached Statement of Outstanding Debt. The debt is past due. Late payment interest will
accrue on your debt at the rate of (3) ___% per annum from the date of this letter until the debt is paid or otherwise
resolved. FSA/CCC will waive late payment interest on your debt (or any part of your debt) that is paid in the next 30
days. If payment in full is not made within 90 days of the date of this letter, an additional 3 percent interest will be
assessed on the unpaid balance of the debt retroactively from the date of this letter.

If you are unable to pay the debt in full now, you may qualify for a mutually acceptable installment agreement. If payment
in full or settlement arrangements are not made within 60 days from the date of this letter, the debt will be referred to the
Department of Treasury. The Department of Treasury will offset all eligible Federal payments due you, including tax
refunds and social security payments. If the debt is not resolved, you may be ineligible for additional Federal financial
assistance in the form of a loan, loan guarantee, or loan insurance.

Because this debt may be collected by offset of your federal income tax refunds, you may present, within 60 days from the
date of this letter, evidence that all or part of the debt is not past due or legally enforceable. To do so, please submit to this
office a written explanation of your position that the debt or part of the debt is not past due or legally enforceable, and
include documentation to support your position.

Under Federal law and regulations, the following additional actions may be taken by USDA and the Department of
Treasury to collect delinquent debts:

assessment of interest, administrative costs, and penalties

administrative garnishment of wages

offset of CCC and FSA payments

reporting the debt to credit reporting agencies

referral of the debt to private collection agencies and Treasury-designated collection centers

referral of the debt to agency counsel or the Department of Justice for litigation

reporting of the debt to the Internal Revenue Service if the debt, or any part of the debt, is discharged.

If you recently filed bankruptcy, notify this office at once, in writing. Provide proof of the bankruptcy filing. The debt will
then be resolved according to bankruptcy law.

Please pay your debt now. Make your check payable to “USDA” and send it to this office at the above address. If you
remit a check as payment, it may be converted to an Electronic Funds Transfer (EFT) from your account. The check will
be voided and destroyed within 14 days of receipt. For additional information, please visit the Farm Service Agency’s web
site at http://www.fsa.usda.gov/pas/pccnotice.htm.

Please contact this office at (4) if you have any questions. We want to work with you to resolve this debt
and to discuss repayment options, if necessary. If this debt is not resolved within 60 days from the date of this letter, the
Kansas City Finance Office will take additional collection action.

Please disregard this letter if you have already paid this debt.

Sincerely,

Attachment
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Par. 42
42 Overdisbursements * * * and Receivables (Continued)

G Demand Letter (Appeal)

Send the producer the following demand letter on the 31st calendar day if the producer has
responded to the notification letter and requests appeal or reconsideration of the debt.

(Date)

(Producer Name)
(Producer Address)

Dear (Producer Name):

By letter dated (1) , You were notified that the County Committee had determined that you
owe (2) $ , plus interest as applicable. You requested an informal review and
reconsideration of the debt. The County Committee has reconfirmed the debt determination. The
debt is now past-due. Late payment interest will accrue on your debt at the rate of (3) __ % per
annum starting on the 31st day from the date of this letter until the debt is paid or otherwise
resolved.

Please pay your debt now. Make your check payable to “Commaodity Credit Corporation” and
send it to this office at the above address. If you are unable to pay the debt in full now, you may
arrange to establish a mutually acceptable repayment agreement and pay in instaliments. If
payment in full or arrangements to pay the debt in full are not made within 60 days from the date
of this letter, or upon conclusion of the appeals process, whichever is later, the debt will be sent to
the Kansas City Management Office for referral to the Department of Treasury for collection by
offset of qualified disbursements and refunds, including any federal income tax refund to which
you may be entitled.

Because this debt may be collected by offset of your federal income tax refund, you may present,
within 60 days from the date of this letter, evidence that all or part of the debt is not past-due or
legally enforceable. Submit to this office a written explanation of your position that the debt is not
past-due or legally enforceable, and include documentation to support your position. Of course, if
you are continuing the appeal of the debt under the National Appeals Division procedures, and
have included the issues of the past-due nature of the debt and its legal enforceability, we will rely
on the final determination in the National Appeals Division process, and not make a separate
determination on those issues. Please be assured that we will not send the debt to the Kansas City
Management Office until completion of the National Appeals Division process.

Under Federal law and regulations, the following additional actions may be taken by USDA and
the Department of Treasury to collect delinquent debts:

Assessment of interest, administrative costs, and penalties

Administrative garnishment of wages

Offset of CCC and FSA payments

Reporting the debt to consumer and commercial credit bureaus

Referral of the debt to private collection agencies and Treasury-designated collection centers
Referral of the debt to Agency counsel or the Department of Justice for litigation

Reporting the debt to the Internal Revenue Service if the debt, or any portion of the debt, is
discharged.
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Par. 42
42 Overdisbursements * * * and Receivables (Continued)

G Demand Letter (Appeal) (Continued)

Our records do not indicate that you have filed for bankruptcy protection under Title 11 of the
United States Code. If you have filed for bankruptcy, please notify your local USDA Service
Center as soon as possible so that we may update our records to reflect the bankruptcy, and
proceed to resolve this debt in accordance with bankruptcy procedures.

Please contact this office at (4) if you have any questions. We want to work with you
to resolve this debt and to discuss repayment options, if necessary. If this debt is not resolved
within 60 days of the date of this letter, or upon conclusion of the appeals process, the Kansas City
Management Office will take additional collection action.

Please disregard this letter if you have already paid this debt.

Sincerely,

County Executive Director

43 Payment Limitation
A Applicability
*--A payment limitation of $75,000 is:

e applicable to 2008 crop LDP’s and MAL gains realized from repaying any MAL at a
level lower than the original loan level

e not applicable to gains obtained by commaodity certificate exchanges for MAL collateral

e not applicable to 2009 and subsequent crop cotton LDP’s and MAL gains.--*
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Par. 43
43 Payment Limitation

*--B Using Commodity Certificate Exchanges

Producers that reach payment limitation may obtain a value equivalent to LDP or MAL gain
value by:

e pledging the commodity for MAL

e exchanging commaodity certificates for MAL collateral; the value obtained by this
exchange is not subject to the $75,000 payment limitation.

Producers may pledge as collateral for MAL, any cotton for which the producer reached
payment limit, including the following:

e irrevocable module lock-in LDP
e gin-direct LDP
e irrevocable post-ginning LDP.

Producers may request commodity certificate exchanges for such MAL collateral; the
resulting gain from the exchange is not subject to payment limit.

Note: All commodity certificate exchanges are based on repayment rates effective on the
date of the exchange. Thus, AWP level effective for module lock-in or on the date of
ginning will not apply to such exchanges.--*

C CCC-502 Requirements

Producers requesting cotton LDP’s or MAL redemptions with cash at a rate less than the loan
rate must have a current CCC-502 on file or file CCC-502 or CCC-502U within 30 calendar

*--days after such request. CCC-502 and CCC-526 are not required if MAL is repaid at the
loan rate or redeemed using a commodity certificate exchange.--*

Although cotton program benefits may be requested before the filing of required forms,
LDP’s shall not be disbursed, and cash redemptions of loans at a reduced rate shall not
be processed until the “person” and “actively engaged in farming” determination have been
completed based on the required CCC-502 and all documentation required by 1-PL.

If applicable, COC shall notify producers in writing that their share of LDP’s or MAL gain
will be denied unless all required forms are filed.
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Par. 46
46 Prompt Payment Act

A When Late Payment Interest Is Applicable
Late payment interest is due the producer if:
e applicable documentation is provided
o the applicable payment is not made by the due date in subparagraph B
o all eligibility requirements are met.

B Due Dates

Use the following table to determine the payment due date for loans and LDP’s.

WHEN there are... THEN the payment due date is...

loan agreements 30 calendar days after receiving, in the appropriate
office, an application with all required documentation
and signatures.

LDP’s 30 calendar days after the later of the following:

o date the request is filed

e date the required documentation is submitted to the

County Office.
manual loan repayments that the first workday after the overcollection is determined
result in an overcollection to have been made.

payments that are subject of an | 30 calendar days after the judicial action is completed.
ongoing judicial action

C Additional Information
For additional instructions for administering the provisions of the Prompt Payment Act, see:

o*--50-FI for prompt payment interest rates
e 60-FI for prompt payment policy and computations.--*

47 (Withdrawn--Am. 41)
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Par. 48
48 Warehouse Status Notification

A Notifying State and County Offices and Producers

*--[7 CFR 1427.10] SCB shall notify State Offices of the status of a cotton storage--*

warehouse using KC-232. Based on the information provided on KC-232, the State Office
may or may not provide further notification to the County Office and producers.

Use the following table to determine whether notification to the County Office or producers

*--is appropriate. SCB shall indicate by a checked box, which is below the signature of the--*
contracting officer, whether a public announcement is required.

IF KC-232 indicates...

THEN the State Office
shall...

AND the County Office
shall...

“Approved”, “New Agreement” notify the County Office issue a news release only if
directed according to instructions
on KC-232.

“Approved”, “Addition - New Code” notify the County Office issue a news release only if

directed according to instructions
on KC-232.

“Approved”, “Capacity Change”

notify the County Office only
if KC-232 requests public

issue a news release only if
directed according to instructions

not affect loan eligibility and
are for information only for
State and County Offices.

announcement on KC-232.
“Removed From List” (suspended) notify the County Office issue a news release:
Note:  This is a temporary status. e if indicated by the checked
No new loans are permitted. box
e according to subparagraph B.
“Terminated” notify the County Office issue a news release if directed
according to instructions in
Note:  No new loans are permitted. subparagraph C.
Existing loans are to be
redeemed or transferred to an
approved warehouse.
“Deleted” notify the County Office issue a news release only if
directed according to instructions
Note:  This status follows on KC-232.
termination if a warehouse is
closing or will remain
unapproved for loan cotton
storage.
“Reinstated” notify the County Office issue a news release if directed
according to instructions in
Note: Warehouse is re-approved subparagraph E.
after being in “Removed/
Suspended” status.
“Other” do nothing do nothing.
Note: These changes generally do Note: Generally, notification | Note: Generally, no release is

of the County Office
is not required unless
KC-232 specifies
public announcement.

needed. Issue a news
release only if specifically
by instructions on
KC-232.

7-CN (Rev. 15) Amend. 41

Page 1-95



48

4-7-09

Par. 48

Warehouse Status Notification (Continued)

B Removed/Suspended Warehouses

“Removal” of a warehouse is synonymous with “suspension”. It is not “termination”. When

*--notifying State Offices that a warehouse has been removed, SCB shall provide:--*

e reason for the removal from the list of approved warehouses--*
e if a public announcement should be made.

If a public announcement is required, State Offices shall notify the appropriate County
Offices to issue a public press release announcing the removal by sending a copy of KC-232
to the County Office.

Note: See subparagraph D for a suggested press release.

County Offices shall:

e not process new loans for cotton stored at a suspended warehouse

o*--send a copy of the published release to the State Office and SCB

e if the newspaper refuses to publish the press release, notify the State Office and SCB--*

e refer inquiries on the reasons for the removal, other than those listed on KC-232, to either
of the following:

o*--SCB--*
e the manager of the warehouse.

Note: See subparagraph F for KCCO mailing address.

Following is a suggested press release for a warehouse suspension announcement:
“CCC announced today the suspension of (enter name of warehouse). This action was
taken because (enter reason provided on KC-232). During this suspension period, CCC

will not provide any new loans for cotton stored at this warehouse. Loans that have been
provided before this suspension are not affected by this suspension.”
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Par. 48
48 Warehouse Status Notification (Continued)

C Terminated Warehouses

Before a Cotton Storage Agreement is terminated for a warehouse for failure to comply with
its terms and conditions or at the request of the warehouseman:

o*--SCB shall provide affected State Offices with instructions for identifying all--*
outstanding loans in the warehouse to be terminated

e State Offices shall immediately identify and notify County Offices with outstanding loans
in the warehouse to be terminated

e County Offices shall identify loans in the subject warehouse and do the following:

o offer producers the option of redeeming their loans or agreeing to a transfer of loan
cotton at the expense of the producer or producer’s agent

e after redemptions and/or transfers are completed, issue a press release, similar to
subparagraph D, announcing the termination of the Cotton Storage Agreement.

Note: For producers who have filed for bankruptcy, County Offices shall send a letter
explaining the situation to the regional attorney and follow the regional attorney’s
advice.

D Termination Press Release

The following is a suggested press release for a warehouse termination announcement.

Any cotton put into storage in the (name of warehouse) will not be eligible for CCC loans
during the period this warehouse is terminated from the list of warehouses approved by the
Commodity Credit Corporation, the (State or County) Farm Service Agency Office said
today.

Termination action was taken by the Farm Service Agency Commodity Office at Kansas
City, Missouri. Such action was taken because (enter reason stated on KC-232).

For additional information, contact the (enter name of County Office).
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Par. 48
48 Warehouse Status Notification (Continued)

E When Warehouse Is Reinstated
*--If the warehouse is reinstated, SCB shall notify the State Office.--*
The State Office shall notify the County Office to issue a press release announcing the

reinstatement of the warehouse if a press release was issued announcing the removal. The
following is a suggested press release for a reinstated warehouse announcement.

Cotton stored in the (hame of warehouse) at (city) is again eligible for CCC loans since the
warehouse has been restored to the list of warehouses approved by the Commaodity Credit
Corporation, the (State or County) Farm Service Agency Office said today.

Suspension of the warehouse, date (insert date), has been lifted by the Farm Service
Agency Commodity Office at Kansas City, Missouri. The warehouse is now fully
complying with the provisions of the Cotton Storage Agreement controlling the storage of
Government interest cotton.

F KCCO Mailing Address
Use the following KCCO address for handling notification of warehouse status:
*.-KCCO, CMD, SCB--*
STOP 8748

PO BOX 419205
KANSAS CITY MO 64141-6205.
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Warehouse Status Notification (Continued)

*--G Example of KC-232

2-6-07

The following is an example of KC-232.

Par. 48

STORAGE AGREEMENT OR CONTRACT

See reverse side for Privacy Act, Public Burden, and Nondiscrimination Stat T
KC-232 U. S. DEPARTMENT OF AGRICULTURE 2 o 2 {CSA PSA  |AGREEMENTNO.  |NOTIGE DATE
(01-24-03) Farm Service Agency £ g HSA SSA
Post Office Box 419205 2P pcsa | ucrsa 7-Jun-06
Kansas City, Missouri 64141-6205
WAREHOUSE CODE |FEDERAL LICENSE NO. [INITIATOR'S REFERENCE LINE
NOTICE OF APPROVAL OR CHANGE IN STATUS OF 123456 BCD/SCR/KWD

WAREHOUSE LOCATION (City, County, State)

NAME AND ADDRESS OF WAREHOUSE OPERATOR
Murray Compress and Bait Shop
P.O. Box 123
Herndon, VA

Murray Compress
Main Street
Herndon, VA

[ {APPROVED

New Agreement

The above Storage Agreement is being terminated as of this date, under conditions

Addition - New Code

explained below, reserving to CCC and other interested parties all rights and privileges
which may have accrued under the agreement.

Capacity Change - From:

ELETED

To:

The above warehouse(s) is being deleted from the above Storage Agreement as of this

X {OTHER (See explanation below.)
REMOVED FROM LIST

The warehouse(s) described above is being removed from CCC's List of Approved
Warehouses as of this date for conditions explained below. Until further notice, no
additional CCC-owned or loan commodities, or commodities delivered to CCC for
purchase under a price support program subject to the terms of the above agreement can
be stored or handled through this warehouse(s).

date, under conditions explained below, reserving to CCC and other interested parties all
rights and privileges which may have accrued under the agreement.

EINSTATED

The warehouse(s) described above is being reinstated to CCC's List of Approved
Warehouses as of this date. CCC owned or loan commodities, or commodities delivered
to CCC for purchase under a price support program subject to the terms of the above
agreement can, until further notice be stored or handled through this warehouse(s).

EXPLANATION OF CHANGE

Licensed facility.

COMMODITY CREDIT CORPORATION:

To recognize a change from a U.S. Warehouse Act Licensed facility to an Alabama State

BY:

CONTRACTING OFFICER

TO: SED, Alabama State FSA Office
FROM: Director, Kansas City Commodity Office
COPIES TO:

Should be made (please no
Should NOT be made

nterested counties)

DISTRIBUTION

X |SED, Alabama
Alabama

State FSA Office
X State Licensing Authority
X _|Warehouse Licensing & Examination Division - EB and/or LB
X_[Contract Reconciliation Division - FRB
X _|Contract File Copy
X _|Reading File Copy
X _[01028
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Par. 49

Warehouse Storage and Other Charges

A Payment of Charges

Warehouse storage charges that accrue during the period of the loan (from the date all
documents required from the producer for the loan are provided to the County Office
through the date of redemption or forfeiture):

e may be fully or partially credited against the loan repayment amount (that is, will reduce
the loan repayment amount) when a loan is repaid

e shall be paid by CCC to the storing warehouse if the loan collateral is forfeited.
The producer is responsible for paying any warehouse:

e storage charges that accrued before the date all documents required from the producer
for the loan were provided to the County Office

e unpaid receiving charges.
Redemptions During the Initial 10-Month Period

If applicable, a storage credit rate shall be used to calculate accrued warehouse charges on
upland cotton loans when loan collateral is redeemed before the original maturity date.
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Par. 49

Warehouse Storage and Other Charges (Continued)

C Warehouse Charges Payable Upon Forfeiture of Cotton Loan Collateral.

*--Producers who forfeit loan cotton to CCC in satisfaction of their loan obligation are
responsible to pay the following:

e unpaid warehouse compression; if, at the time of forfeiture a bale EWR indicates that any
warehouse compression charge is not paid, the amount of that charge will be included on
the producer collection invoice

e excess storage credit; storage credits are provided based on the lower of the following:

Note:

submitted tariff rate for the year
warehouse 2006 tariff rate
maximum storage credit rates, for the following:

e 2008-2011 crops that are:

e $3.933 per bale/month for California and Arizona
e $2.394 per bale/month for all other States where stored

e 2012 crop that are:

e $3.496 per bale/month for California and Arizona
o $2.128 per bale/month for all other States where stored.

Notwithstanding these loan obligation responsibilities, using 2007-crop maximum
storage credit rates will continue until software is completed to implement the
reduced maximum storage credit rates.

In all cases, these storage credits continue to be calculated on the daily-rate equivalent of
monthly rates.

Example: A bale has been stored in a warehouse having a loan-cotton storage rate of $3 per

month and a maximum storage credit rate of $2.25 per month. For a bale
forfeited at the end of a 10-month loan period, the producer would be billed for
the storage paid to the warehouse exceeding the maximum rate as follows:

10 months x ($3 - $2.25) = $7.50 per bale.

In addition to these charges, producers are also billed for the following:

e unpaid warehouse receiving charges

e accrued warehouse storage charges for any pre-loan period up to the “date documents
received date” for the loan.--*
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Par. 52

*--52 Accessing COPS

A COPS Home Page

The COPS Home Page contains the following links:

e “User Guide” that provides detailed, step-by-step instructions for using the COPS web
site

e “Experiencing Problems” that provides a list of potential problems a user may experience
along with suggested solutions or links to documents that contain information to solve the
problems

e “News Bulletins” that provides information related to changes in COPS availability and
enhancements that appear as news bulletins

e “System Access Request” that provides the capability for:
e new users to request system access to COPS by furnishing the following:
e reason for request
e entity request type
e contact/mailing information

e current users to:

e add county codes
e submit notification of a move from 1 county to another.

B Requesting COPS Access

9-21-06

To access COPS, each user must:

e have NITC user ID and password
e request COPS access.

After the user submits the access request from COPS Home Page, it is approved by State
Office price support specialist.

After the State Office authorizes and approves the request, the application will be sent to a

security official. The security official will issue NITC user ID and COPS password by
e-mail to the new user or approve current user for additional county access.--*
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Par. 52
52 Accessing COPS (Continued)

B Requesting COPS Access (Continued)
Users shall access COPS according to the following table.

Note: Instructions and illustrations can also be found in the COPS User Guide, Section 1.6.

On COPS Home Page, CLICK “System Access Instructions” link under the
“Administrative” tab.

Step Action Result
1 | Access COPS Home Page at COPS Sign On Screen will be displayed.
*--https://dInt01.fsa.usda.gov.--*
2 On the Sign On Screen, new users | COPS Home Page will be displayed.
CLICK “Guest Logon”.
3 On COPS Home Page, under System Access Request Screen will be
“Administrative” tab, CLICK displayed. Go to step 4.
“System Access Request”.
4 On the System Access Request
Screen do the following.
IF theuser... | THEN CLICK...
new “New User” A pop-up dialog box will be displayed that
advises that a current user is not to use this
option if they are having a problem with
their COPS login. Go to step 5.
current “Current User”. | System Access Request Form Screen will
be displayed with the current user’s
information. Go to step 6.
5 Read the pop-up box and CLICK The System Access Request Form Screen
“OK”, will be displayed. Go to step 6.

4-7-09
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Par. 52
52 Accessing COPS (Continued)

D Password Expiration

COPS passwords expire after 30 calendar days and can be reset by the user at the COPS
Sign-On screen. If not reset, the COPS password will be:

revoked after 36 calendar days

suspended after 90 calendar days

put on the delete list after 120 calendar days
deleted after 180 calendar days.

If users have not accessed COPS recently, it may be necessary to update the password.
Instructions are in the COPS User Guide, Section 1.3. On COPS Home Page, CLICK
“System Access Instructions” link under the “Administrative” tab.

A pop-up box will appear on COPS if a user tries to change a password that does not
conform to the new rules. The screen will identify the specific error, such as “does not
include a numeric character.”
A new button labeled “Password Rules” has been added to the Secure System Password
Reset Screen. Users can click “Password Rules” to obtain details of the new password
requirements.
Three attempts to change the password will be allowed before the password is suspended. If
problems are encountered while resetting a password, contact FSA Security Office at
816-926-6537.
53 Eligibility Review

A Review
A second party review of eligibility requirements for loan and LDP applications shall be
performed before disbursement. The reviewer must initial the loan or LDP application when

*--the review is completed. Before a loan or LDP is issued, CCC-770 CottonMAL or
CCC-770 LDP/eLDP must be completed according to paragraph 54.
Notes: The program technician shall not do both of the following:

e accept MAL or LDP/eLDP requests
¢ initial as the second party reviewer

It is recommended that CED’s in 2-person County Offices:

e initial as second party reviewer
e sign as approving official, as designated by COC.--*
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*--54 CCC-770 CottonMAL’s and CCC-770 LDP/eLDP’s

A Handling CCC-770 CottonMAL’s and CCC-770 LDP/eLDP’s

1-28-09

FSA employees shall:

Par. 54

e complete CCC-770 CottonMAL or CCC-770 LDP/eLDP for each of the first 5 requests
they process at the beginning of the applicable crop year availability period.

Example:
FSA County Cotton MAL CCC-770 Cotton LDP CCC-770
Office Program Requests CottonMAL’s Requests LDP/eLDP’s
Technician Received Required Received Required
John 10 First 5 7 First 5

e in addition, complete CCC-770 CottonMAL or CCC-770 LDP/eLDP for all FSA
employees requesting an LDP/eLDP or MAL, including STC’s and COC’s

e obtain CCC-770 CottonMAL or CCC-770 LDP/eLDP from

http://165.221.16.90/dam/ffasforms/currentforms.asp

e maintain a copy of CCC-770 CottonMAL or CCC-770 LDP/eLDP in the producer’s LDP

or MAL folder.

The signature of the preparer certifies that each item necessary was completed. All
employees that are directly involved with issuing each LDP or disbursing each MAL shall
certify and date CCC-770 CottonMAL or CCC-770 LDP/eLDP, as applicable.--*
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Par. 54
54 CCC-770 CottonMAL’s and CCC-770 LDP/eLLDP’s (Continued)

K National Report

At FY-end, State Offices shall submit a report of spot check results to the National Office.
Each report must be categorized by the following:

e county

* * *

e number of CCC-770 CottonMAL’s and CCC-770 LDP/eLDP’s:

selected for spot check by CED

selected for spot check by STC or designee
not concurred by CED or designee

not concurred by STC or designee

Reports of results are due to PSD no later than October 31 of each year. Reports may be
submitted by either of the following:

e e-mail to gene.rosera@wdc.usda.gov
e FAXto 202-690-1536.

55, 56 (Reserved)
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Par. 57
Section 4 State Office Administrative Activities

Program Violations

A

Purpose

Whenever program violations are suspected or brought to the attention of State Offices, the
State Offices shall follow this paragraph.

Additional Information Required

State Offices shall request services of OIG according to 9-AQO if information is not available
to State Offices to make a correct determination.

Fraud Is Not Evident

If a determination is made that ineligible cotton has been pledged for loan but fraud is not
evident, instruct County Offices to do either of the following:

e for HELC or WC violations, follow paragraph 32
e for all other loan and LDP violations, follow Part 7.

Fraud Is Evident
If a determination is made that fraud is evident, or if claims for valid unwaived prior liens are
received, immediately refer the case to the OGC representative. State Offices shall take
action according to OGC instructions.
Reporting to KCCO
State Offices shall report in writing to KCCO, CMD, cases of alleged or suspected program
violations by approved warehouses and others whose program activity is supervised by
KCCO. Mail reports to:
*--KCCO, CMD, SCB--*

STOP 8748

PO BOX 419205

KANSAS CITY MO 64141-6205.
Note: State Offices shall send a copy of the report to PSD.
Reporting to PSD

State Offices shall report in writing to PSD cases of alleged or suspected program violations
by CMA’s and LSA’s.
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Par. 58
58 Supervision

A DD Review

*--SED’s shall annually require DD’s to verify that cotton and producers are eligible and that
loans or LDP’s are properly being made, serviced, and redeemed in each county.

For each of the following activities, the minimum number of loans or LDP’s to be annually
reviewed is 2.5 percent, but no more than 10 reviews per county with DD’s having discretion
to expand the number of reviews if problems are observed:

upland cotton loans
ELS cotton loans
seed cotton loans
upland cotton LDP’s.

Note: DD’s shall ensure that the selection of loans includes loans that have been extended,
redeemed, and forfeited. LDP’s shall include a representative quantity of LDP’s for
which an AWP lock-in was requested.--*

B Overseeing County Offices
State Offices shall require County Offices to:

provide fast and efficient loan service

closely supervise cotton clerks and program operations outside of County Offices
complete effective and timely spot checks

keep required records

care for warehouse receipts, class cards, or other documentation.
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Par. 79
79 Ginner Approval Application for Seed Cotton Loans Using CCC-879

A Filing Gin Application CCC-879

Each ginner wanting to participate in the recourse Seed Cotton Loan Program must file
*--CCC-879 in the County Office. CCC-879 is filed annually for the current crop year only.--*

This form:is-available electronically.
CcCcC879 U.S. DEPARTMENT OF AGRICULTURE T NAME.AND ADDRESS OF COUNTY FSA OFFICE

|(09-16-03) Commodity.Credit Corporation
BARTON COUNTY FSA
1234 Ginner Avenue

APPLICATION FOR APPROVAL OF COTTON GIN Upland, Texas 46782
UNDER'SEED COTTON LOAN PROGRAM

TELEPHONE NO. (Include:Area Code):
2. CROP YEAR: 2004

INOTE: The authority for.collecting the following information is Pub. L. 107-1 71 This. autho.riry allows for Ihe co!fecﬂon of information without prior OMB approval mandated by the
Paperwork Reduction Act 6f 1995, The fimé requiréd to plete thi ion is d-to.average 15 tes-per luding the time for.
reviewing instructions, searching existing data sources, gathering and.maintaining the data needed; and completirig .and reviewing the collecfron of information.

The followii are made i of with the Privacy Act of 1974 (5 USC 552a). Regulationsat'7 CFR Part 1427 provide for.approving coffon gins under
the seed cottor loan program. -Failure to provide the requésted information will prevert a gln lrom parflclpafmg in this program. This information mdy-be provided to other
agencres IRS, ‘Department of Justice, or other.State and. Federal law to.a court magistrate oradministrative tribunal. ' The
provisions.of criminal and civil fraud: sfaluies including 18'USC 286, 287, 371, 641, 651, 1001 15 USC 74dm, and 31 USC- 3729, may-be applicable tothe information
provided. RETURN THIS. COMPLETED FORM TO YOUR COUNTY FSA OFFICE:

| PART A - APPLICATION

[-Submit application and supporting information to the County FSA Committee. This-application.must-be a-signed-by an
authorized official of the gin.

|This application is submitted by the Reallyclean Ginning Cooperative which was erganized under
. 3. OFFICIAL NAME OF THE COTTON.GIN

|the Jaws of the State.of _Texas on April 26 s 1944 ,-and has ifs: prineipal
| 4. STATE 5. MONTH AND DAY 6. YEAR

placeof businessat_ 1915 Northrup Street ,_Upland
| . STREET ADDRESS 8. CIry

Texas 46880
9. STATE ’ 10.. ZIP CODE

|-Application is-made for a determination as to whetherthe above cited gin meets CCC location and other requirements for
participation in the seed cotton loan ptogram for the erop year shown above and for approval of the-gin under the program.

PART B - DESCRIPTION OF SEED COTTON STORAGE FACILITIES AND INSURANCE
11. Describe the type of storage to be used for all seed cotton under loan;
Covered warehouse, 50,000 bale capacity

Covered modules, outside storage, all bales over initial 50,000

12, The insurance will be carried by: 13, 1f carried by Ginner, does it cover full loan value of cotton? |14, Is the’insurance payable to'the Producer?

Ginner Producer || YES no ] YES no[ |

PART C - CERTIFICATION

Lcertify.that the information submitted is true and correct to the best of my knowledge and accept responsibility fo meet all insurance requirements

| related to the storage and care of any seéd cotton while'itis pledged as collateralfor a CCC loan. I furtheragreé to compensate the producer for any

|-rion-insured losses that may result from my.negligence. Any duly authorized representative.of the U.S: Depariment:of Agriculture is hereby authorized
1o-examine-the storage facilities-and records of this.gin for-the purpose of verifying-any of ‘the information contained-in.this application and supporting

| docimments. Ifany change i madé 1o any - dociment firnished vwith this application, - Tagree 10 furnish-a.copy of any such revised docuiment to. the

County FSA Conrmittee.

15. ‘SIGNATURE 16. TITLE ‘17. DATE (MM-DDYYVY)

] {Signed) Manager 07-04-2004

The WS Depaiiment of dgriculfure (USDA) prahbits discricmination in allits progra s and activilies on the basis of race, -color, nationalongin; gender, religion, age; disabitity,-poliical beliefs, sexuwal orentafion;
and.marftal orfarnily-status, (Not.al-brohibited b ases apply fa:altgrograms.): Personswith disabilities wha require aiternatve reeans forco) jon.of pragrap.informafion (Braille, large print; audidfape,-efc;)

should conta el U SDA's TARGET Canferal (202) 720-2600 (voice-and TDO).. 7o file’ a.complaint of aiscrimination, wite US04, Directar, Offiee of CiviF RIDAS, Robrm-326:W, Whittarn Building, 7400 indepentence
Auvenue, SW, Washingfon, :D.C. 20250-0410 or ¢afl(202) 720-5564 (voice or TODR). USDA Isan équal opporunity provider-and employer.
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Par. 100
Part2 Eligibility

Section 1 Producer Eligibility

Determining Producer Eligibility

A Basic Requirements

[7 CFR 1427.4(b)] [7 CFR 1427.164] For a producer to be eligible for loans and LDP’s,
the producer, as landowner, landlord, tenant, or sharecropper, must have:

e produced the eligible upland or ELS cotton for which a loan or LDP is requested, as
applicable

e for loans, Bl in the cotton from the time of harvest through the date the loan is requested
and must keep BI continuously until redemption of the cotton or until CCC takes title to
the cotton

e for LDP’s, Bl in the cotton from the time of harvest through the date of submitting
CCC-633 EZ, page 1

e reported acreage according to 2-CP using FSA-578

completed AD-1026 according to 6-CP

o*--completed CCC-526 according to 1-PL, except CCC-526 is not required for loans
redeemed at principal plus interest or using a commaodity certificate exchange.--*

Effective with the 2002 crop, cotton is eligible for a marketing assistance loan whether or not
it was produced on acreage covered by a PFC or DCP contract.

The following applicant information is needed for each individual or entity requesting LDP
or a loan repayment that results in loan gains, but is not needed before the disbursement of a
loan.

e “Person determination”. The person determination is made according to 1-PL, including
the combined entity status. Determine combinations by printing the combined entity
report according to 1-PL.

e “Actively engaged in farming” status and “percent of cropland factor”. This factor and
status are determined for each farming operation according to 1-PL.

e “Permitted entity share”. Determine according to 1-PL.

Cotton program benefits, specifically a loan or LDP, may be requested before the filing of
required pay-limit forms. However, LDP’s or loan repayments resulting in loan gains shall:

e not be processed until all required forms are filed
e Dbe processed based on the rates effective on the date of request.
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Par. 100
100  Determining Producer Eligibility (Continued)

B Bl

[7 CFR 1427.5(e)] A producer is considered to have Bl in the cotton if all of the following
remain with the producer:

e control of the cotton
Notes: A producer is considered to have control of the cotton if the producer keeps the
ability to make all decisions affecting the cotton, including movement, sale, and
pledging, as collateral for loan.
The producer is not considered to have lost control of the cotton if an option to

redeem the loan collateral has been provided to another person or entity as long as
the producer also keeps this right to redeem the collateral from loan.

* k% %
o ftitle.

Note: A producer is considered to have title to the cotton if the producer has not sold or
delivered the cotton, including the delivery of warehouse receipts, to the buyer.

Important:  Once Bl in the cotton is lost by the producer, the cotton remains ineligible for
loan or LDP even if the producer regains control, risk of loss, and title.
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Par. 102

Bl Determinations

A When Bl Is Questioned

10-6-00

If County Office questions whether the producer retains Bl, the County Office shall require
the producer to provide for review, as applicable:

e copy of the combination lease agreement
e copy of all options to purchase and all sales contracts
e certification of no contract according to subparagraph 103 C.

Producer Requests for Contract Review
If the producer is not applying for benefits and the producer requests that the County Office
give an opinion on an option to purchase or sales contract, the opinion shall be provided to

the producer in writing.

Send a copy of the option to purchase or sales contract to the State Office with a copy of the
opinion provided to the producer for review according to subparagraph 103 B.

Note: Opinions given for options to purchase and sales contracts are not appealable unless
the producer has been denied benefits.
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Par. 103
103 Bl and Contract Review

*--A Documents for Review

[7 CFR 1427.5(e)] County Offices shall review contracts or leases, as applicable, only when
there is reason to believe the producer may have lost beneficial interest in the commodity.

When requested by the County Office, producers shall provide the following, as applicable:

e copy of the combination lease agreement
e copy of all options to purchase and all sales contracts
e certification of no contract according to subparagraph C.

Producers who provide the certification according to subparagraph C shall be advised that,
for loans only, if a contract is negotiated at a later date, the following, as applicable, must be
provided to the County Office:

e copies of written contracts
e terms and conditions of verbal contracts.

If a commodity contract is received in the County Office, and it is known that the company
has filed for bankruptcy protection, State and County Offices must:

e review the contract
e make a beneficial interest determination based on the submitted contract.

Regional OGC Attorneys may need to be consulted before the beneficial interest
determination can be made.

Producers with a commodity contract from a company that has filed for bankruptcy
protection are eligible to request MAL’s or LDP’s.

Important:  The contract status is not affected by the bankruptcy. FSA does not intend to
intervene with legal matters concerning commodity contracts.

State and County Offices shall not provide recommendations or suggestions to producers
regarding legal matters about contracts.

Producers must seek their own counsel to determine and establish any legal rights and/or
claims about their contract.--*
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Par. 103

Bl and Contract Review (Continued)

B State Office Reviews

State Offices shall:

review options to purchase and sales contracts submitted by County Offices, including
those submitted according to subparagraph A

Note: Notify the County Office immediately if the opinion provided by the County
Office according to subparagraph A is inaccurate.

determine whether the producer retains Bl and the date the producer would be considered
to have lost Bl

for any option to purchase or sales contract on which a determination cannot be made,
FAX or mail a copy of the contract for PSD review

Note: For each contract submitted for review:
e provide a preliminary determination on when producers would be considered
to have lost Bl in the commodity under the terms and conditions of the

contract

e ensure that the general terms, exhibits, addendum, etc., referenced in the
contract are also submitted with the contract.

when notified by PSD of the date Bl would be considered to have been lost, advise the
County Office of PSD’s determination

send a copy of the option to purchase or sales contract, as applicable, with a copy of the
decision for reference to all counties and other applicable States.

C Producer Certification of Bl

If COC questions whether the producer retains Bl, CCC may request producer certification
that such producer retains Bl in the commodity. A statement (for local reproduction) to be
used for producer certification, is shown in 8-LP, subparagraph 129 E.
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103 Bl and Contract Review (Continued)

D

Events Resulting in Bl Being Lost

The following events are examples of events that may cause Bl to be lost:

on the receipt of a payment without option to purchase

on the date ginned, if buyer is also ginner and storing warehouse and the contract restricts
the producer’s ability to take possession of the warehouse receipts

date of invoice

when loaded for shipment from gin to the buyer (f.0.b. gin)

when loaded for shipment from the warehouse to the buyer (f.0.b. warehouse)
delivery of warehouse receipts to the buyer * * *

at the time of signing a contract with clauses restricting the producer’s decision to obtain
marketing assistance from CCC, such as:

e buyer may require the producer to obtain a loan or LDP
e producer may obtain a loan or LDP only with prior approval of the buyer.

when the cotton enters the warehouse, if contract contains a casualty clause that provides
that after commencement of insured warehouse cover, insurance settlement shall be for
the buyer’s account.

* k%

*--Note: Depending on local marketing practices, cotton gins, clerks, marketing companies,

4-7-09

and warehouses may act as agents for the producer for transferring receipts to other
entities purposes without the cotton having been sold. The holdership of cotton
EWR’s by such entities does not, by itself, meant that Bl in the cotton was lost by the
producer.--*
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121  Storage Requirements

A Basic Policy for Ginned Cotton [7 CFR 1427.5(b)(2) and (3)]
Ginned cotton pledged as loan collateral must be stored:

e at a warehouse that has entered into CSA with CCC
e inside this warehouse, unless specifically authorized.

A cotton warehouse that has signed CSA, but is temporarily out of compliance for any
reason, is considered to be in “suspended” status. At a warehouse that is in “suspended
status:

e |oans disbursed before the suspension are not affected
e new loans cannot be disbursed until the suspension is remediated.

Warehouses that do not have CSA, or warehouses whose CSA have been terminated by
CCC, may not store cotton loan collateral. At these warehouses:

e loans disbursed before any termination of CSA are subject to immediate redemption
e new loans cannot be disbursed.

Cotton is considered to be stored outside if it is outside on the 16th calendar day following
notification from CCC that the bale has been used as loan collateral.

*--Areas approved by CCC for outside storage are identified in Exhibit 18.5. Warehouse loan
bales are subject to the following terms and conditions:--*

e the warehouse must have applied for, and been approved by CCC, to store cotton loan
collateral outside

e the county or area must be established by CCC as being a storage-deficit area for the
crop year, based on whether the approved storage capacity of CSA warehouses equals or
exceeds the estimated cotton production for the year

e the warehouse must agree to special storage, handling, and reporting requirements

e storage credits are not provided during the period of time the bale is stored outside, and
cotton transferred from the warehouse is eligible for storage credits at the new location
until the maturity date of the cotton.

B Seed Cotton
[7 CFR 1427.165] Seed cotton pledged for loan must be stored:
e in a manner that will adequately protect it against loss or damage

e in identity-preserved lots.
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121  Storage Requirements (Continued)

C Approved Warehouses

[7 CFR 1427.5(b)(2)] KCCO approves warehouses to store cotton under the program and
shall issue instructions to these warehouses.

Note: County Offices shall advise warehouse operators who want approval of warehouses
to contact:

*--KCCO, CMD, SCB--*
STOP 8748
PO BOX 419205
KANSAS CITY MO 64141-6205

Phone: 816-926-6420
FAX: 816-926-1804.

KCCO shall send State Offices the list of approved warehouses, including the following:

e receiving charge
e monthly storage charge.

State Offices shall send County Offices copies of the lists.
122  Fire Insurance Requirements
A Insurance Required

[7 CFR 1427.5(b)] For ginned cotton to be placed under loan, it must be covered by fire
insurance.

[7 CFR 1427.5(f)] For seed cotton to be pledged under loan, it must be insured at the full
loan value against loss or damage by fire.
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Par. 123

Basic Cotton Quality Requirements
A Basic Requirements

*--[7 CFR 1427.9(a)] Ginned cotton must be graded by AMS and be of a grade, leaf, strength,

staple length, and micronaire reading, including Exhibits 5 through 11, to be eligible for loan
or LDP.

The base quality for upland cotton is:

SLM 1-1/16 inch

leaf 4

micronaire 3.5- 3.6 and 4.3-4.9

strength 25.5 - 29.4 grams/tex

length uniformity of 79.5 - 82.4 percent.--*

Upland Cotton Quality Requirement

[7 CFR 1427.5(d)] Use the following exhibits for determining whether the applicable grade,
leaf, strength, staple length, and micronaire reading are within eligible ranges for upland
cotton and for determining appropriate premiums and discounts:

Exhibit 5 for grade, leaf, and staple length
Exhibit 6 for extraneous matter

Exhibit 7 for uniformity

Exhibit 8 for strength

Exhibit 9 for micronaire readings.

ELS Cotton Quality Requirement

[7 CFR 1427.5(c)] For program eligibility, ELS cotton must be a grade and staple length
specified on the schedule of loan rates and premiums and discounts for ELS cotton. Use the
following exhibits for determining whether the applicable grade, staple length, and
micronaire reading are within eligible ranges for ELS cotton:

e Exhibit 10 for grades and staple length
e Exhibit 11 for micronaire readings.

ELS cotton of a staple length less than 44/32 (1 3/8 inch) is ineligible for loan.
Seed Cotton Quality

[7 CFR 1427.165] Because seed cotton is * * * not classed before being pledged for loan,
an average quality is ordinarily used in determining loan rate. * * *
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124 Liens: Search, Waivers, and UCC-1 Requirements

A Basic Policy
Lien, lien search, and UCC-1 filing policies:
e are based on:

e producer risk factors, such as loan or LDP violations, CCC notification or awareness
of existing liens, or bankruptcy or OIG review of the producer at the time of the loan
request

e the value of the individual loan or the aggregate value of multiple loans
Note: Aggregate value is defined as the total loan amount approved and disbursed

for a specific crop year without regard to any amounts that may have been
repaid.

e whether the loan is farm-stored or warehouse-stored (CCC holds a receipt)

e whether CCC will be charged a fee for filing UCC-1 or similar records

e do not apply to LDP’s or loans provided for immediate commaodity certificate exchange
because, in either case, there is no opportunity for dispute over who has the superior

security interest in the loan collateral.

*--Note: Lien searches are not required for Federal and State tax liens.--*
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Par. 127
127 AGI

*--A  AGI Policy
AGlI is a statutorily-determined income level above which some program benefits are
curtailed. The AGI limit is different for the 2008 crop than for the 2009 and subsequent
crops, but is defined as the average of the AGI or comparable measure of the person or legal
entity over the 3 taxable years preceding the most immediately preceding complete taxable
year.
Persons/entities exceeding the AGI limit for a year:

e can:

e obtain a nonrecourse MAL and repay at principal plus interest
e exchange any outstanding loan quantity with commodity certificates
o forfeit the commodity to CCC

e cannot:

e obtain LDP
e repay MAL obligation at the alternative repayment rate.

AGI limits are as follows:

o for the 2008 crop, an average AGI of $2.5 million, unless at least 75 percent of the
average AGI is derived from farming, ranching, or forestry operations

e for the 2009 and subsequent crops, if average adjusted gross nonfarm income exceeds
$500,000, then the person or entity is ineligible for all commodity, price support, and
disaster program benefits; that is, is ineligible for LDP, but is eligible for MAL if repaid
at principal plus interest or exchanged for commodity certificate.--*

128-159 (Reserved)
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Part3 Loans for Ginned Cotton
Section1 Loan Requirements
Regular Loans and Loans for Immediate Commaodity Certificate Exchange

A General

Par. 160

This part covers the following day-to-day operations of County Offices that are required

before making and disbursing a cotton loan payment:

source of loan
loan availability
disbursements
bankruptcy cases
liens

interest rates.

B Basic Program Provisions

Included in this part are the basic provisions applicable to specific types of loans, such as:

warehouse receipt requirements
determining loan rates
acceptable classification data
maturity dates.

C Loans Requested for Immediate Exchange for a Commodity Certificate
*--Cotton loans requested for immediate exchange for a commodity certificate are:
e subject to the same requirements as a loan repaid by cash for the following:

producer eligibility

Bl

warehouse receipting

quality and classification information
service, research, and promotion fees
allowable and non-allowable charges

e (different from a loan repaid by cash because certificate exchanges, as follows:

e terminate effective ending with the 2009 crop year
e are unavailable for 2010 and subsequent crops of cotton.--*
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Par. 160

Regular Loans and Loans for Immediate Commodity Certificate Exchange (Continued)

C Loans Requested for Immediate Exchange for a Commodity Certificate (Continued)

For loans requested for immediate exchange for a commodity certificate, refer to:

e subparagraph 181 C for forms needed at time of loan request
e subparagraphs 201 B and D for processing instructions.

Source of Loans

A Cotton Loans

[7 CFR 1427.6] Eligible producers may obtain cotton loans (and LDP’s) only from any of
the following:

e the County Office that keeps the farm records for the farm on which the cotton was
produced (the Administrative County)

e an approved cotton clerk, according to 14-CN [7 CFR 1427.6]

o*--an approved LSA, according to 22-CN. [7 CFR 1427.5(a) and 1427.6]--*

e anapproved CMA, according to 21-CN. [7 CFR 1427.5(a)]

Multi-county producers may request loans (and LDP’s) in a county other than their
Administrative County. However, the actual loan outlay on an LDP payment is not to be
provided by any county other than the producer’s Administrative County.

County Offices that are not the Administrative County for the multi-county producer must
send loan, LDP, module lock-in, and other such requests to the Administrative County for

processing.

Notes: The producer may obtain loans by bringing a diskette to the County Offices with
cotton bale data prepared by a private entity according to paragraph 170.

CMA'’s may obtain loans for their eligible producers. [7 CFR 1427.6(b)]
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Par. 164

Warehouse Receipt Requirements
A Definition of Acceptable Warehouse Receipts

*--[7 CFR 1427.3] Acceptable warehouse receipt means an original or replacement receipt that

may or may not be certificated for delivery for a futures-pricing contract, and is either of the
following:

e for 2008 crop cotton only, a pre-numbered, pre-punched, negotiable warehouse receipt
issued under the authority of the U.S. Warehouse Act, a State licensing authority, or by
an approved CCC warehouse in such format authorized and approved, in advance, by
CCC

e for 2008 through 2012 crop cotton, EWR record issued by such warehouse recorded in a
central filing system or systems maintained in 1 or more locations that are approved by
FSA to operate such system.

Note: Starting with 2009 crop cotton, CCC will not accept paper warehouse receipts as
collateral for MAL’s.--*

Allowance for Delivery of Cotton

The warehouse receipt must provide for delivery of the cotton to the bearer or be properly
assigned by endorsement in blank to vest title in the holder of the receipt.

Gin Bale Number
The warehouse receipt must contain gin bale number. If:

e gin number and warehouse receipt number are the same, a notation to that effect will
meet the requirement

e Dbale was moved from origin warehouse, new receipt must contain the warehouse receipt
tag number and identification of the origin warehouse.

Receiving Charges

The warehouse receipt must show whether warehouse receiving charges have been paid or
waived.

Warehouse Code

The warehouse receipt must contain the warehouse code that was assigned by CCC.

* k* *
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164  Warehouse Receipt Requirements (Continued)

F Warehouse Tag Number, Including Tare and Net Weights
[7 CFR 1427.11(c)] The warehouse receipt must contain the:

e warehouse tag number (warehouse receipt number)
e tare and net weight of the cotton.

Note: Tare weight must be 1 of the weights in pounds according to subparagraphs 72 C
*--and 125 E.--*

Nonelectronic receipts showing any alterations in the weight shall not be accepted unless
they bear on the face the following stamped legend, or similar wording, approved by CCC.

Corrected (gross, tare, or net) Weight

Warehouse Name

By

Note: The legend must be signed or initialed by an authorized warehouse representative.
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164  Warehouse Receipt Requirements (Continued)

* k% *
G Compression Status and Charges
[7 CFR 1427.11(g)] Warehouse receipts must show:

e compression status of the bale
e if the compression charge has been paid or waived.

Notes: Bales must not be compressed to universal density if side pressure has been applied.
If compression charge has not been paid or waived, no statement is required.
See subparagraph 184 B for compression codes.
H Storage Charges

[7 CFR 1427.11(d)] Warehouse receipts must show the date through which storage charges
have been paid, if they have been paid.
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Par. 164

Warehouse Receipt Requirements (Continued)

Charges for New Ties

[7 CFR 1427.11(e)] Warehouse receipts must show information on charges for new sets of
ties for compressing flat bales tied with ties that cannot be reused.

Note: This does not apply for bales stored in:

Alabama
Florida
Georgia

North Carolina
South Carolina
Virginia.

Charges must be shown on the warehouse receipt and noted, “Rec. charges due include
charge for new set ties”, or explained with other appropriate notation if all of the following

apply:

e Dale is stored at a warehouse that has compress facilities or arrangements
e receipt shows the receiving charges have not been paid
e receiving charges include charge for new set of ties.

In addition, it must be shown on the receipt that bale ties are not suitable for reuse if both of
the following apply:

e Dale is stored at a warehouse that does not have compress facilities or arrangements
e Dales shipped from the warehouse are normally compressed in transit.

Date of Receipt

[7 CFR 1427.11(a)] Warehouse receipts must be dated on or before date the producer signs
CCC-Cotton A.
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Par. 181.5
*--181.5 Completing CCC-10 (Continued)

E Example of CCC-10

The following is an example of a completed CCC-10.

REPRODUCE LOCALLY: Include form numbér and:date on all réproductions. Form Approved—OMB Nbo. 0560-0215
CCC-10 U.5. DEPARTMENT OF AGRICULTURE
(11-20-01) Commodity:Credit Corporation

Farm Service Agency

REPRESENTATIONS FOR ' COMMODITY CREDIT CORPORATION OR FARM SERVICE' AGENCY
LOANS AND AUTHORIZATION TO FILE A FINANCING STATEMENT AND RELATED DOCUMENTS

NOTE: The following-staterent is made in accordance with the Privacy Act-of 1974 (5 U-S.C. 552a). ‘The authotity.for requesting the following infofmation-is Commodity Credit
Corporation GharterAct, 15 U.5:C. (714 et.seq.), the-Federal Agriculture fmprovement.and Reform Act of 1996, and Consolidated Farm-and Rural Development Act
(7U:5.C. 1921 etseq). The information will be used-to provide foan benefits. Furnishing.the requested informationis voluntary. Failure fo furnish the requested
rnformation will resu][ i denlaf of Ioén berefits.. This information may.be provided to othér agehciss, IRS, Department.of Justice, orother State and Federal Law

fo a: court magistrate or administrative tribunal. The provisions of criminal ard civil fraud statutes, including 15-U.8.C.- T14m;
18.U.8.C. 286, 287, 371 641 651 1001 and 31.U.8.C. 3729, may be applicable to.the information provided,

According to the Paperwork Reduction Act of 1995, an d@gehcy may-not conduct or sponsor, and a persor is not-required fo respond to, & collection of information-unless
it displays a valid OMB .controf number, The valid OMB.contfol hiimber or this information-collection is 0560-0215, The time required to complete.this information
collection is estimatedto average 5 minufes per. respornse; including the fime for reviewing instructions, searching-existing data sources, gathering and

maintaining the data needed, and completing and revi g the collection of i jon. ‘RETURN THIS COMPLETED FORMTO YOUR COUNTY FSA OFFICE.

PART A - INTRODUCTION

The undersigned is an applicant for a.loan from-the Commodity Credit-Corporation {CCC)-or the Farm Service Agency (FSA), oris currently
indebted to CCC or FSA on account of loans previously made or will-encumber, pledge or mortgage property to CCCor FSA fo secure
payment-of a loan made orto be made by CCC orFSA. The undersigned understarids that CCC or FSA will take or has taken a security
interest in collateral to secure the payment of any loan made or to.be made; that CGC or FSA will file or has filed a financing-statement.or
an amended financing statementto perfect its security: interest in such collatéral, that the information provided in this instrument will.affect
|the contents of the: financing statement-or:any-amended financing statement and where it will bé filed and that CGC or FSA will rely upon
this-information provided by the: undéersigned. Further, the undersigned uhderstands that CCC or FSA will continue to use this information
|forany future loans.to be:made:to the undersigned until the.undersigned notifies CCC or FSA of any changes. The undersighed-agrées to
immeédiately hotify CCC or FSA of any changes in this information.

PART B - REPRESENTATION OF UNDERSIGNED

1. TYPE-QOF UNDERSIGNED: INDIVIDUAL 2: SOCIAL SECURITY NUMBER OR TAX IDENTIFICATION NUMBER
|:| ORGANIZATION-OR ENTITY L11-E-T0x1
3. UNDERSIGNED'S FULL LEGAL NAME 4. :SPOUSE'S FULL LEGAL NAME
John Rosco Smith, Jr. Anita LuAnne Baxter Smith
5. STATE AND COUNTY OF PRIMARY RESIDENCE IF UNDERSIGNED 6.. IF.UNDERSIGNED 1S AN ORGANIZATION OR ENTITY,, SPECIFY
1S AN INDIVIDUAL THE TYPE OF ORGANIZATIONOR ENTITY
New Jersey, Adams Co.

7. IF UNDERSIGNED'S ORGANIZATION.OR-ENTITY |S:A REGISTERED ORGANIZATION.OR ENTITY, SPECIFY THE STATE IN WHICH THE
ORGANIZATION OR ENTITY WAS CREATED.

8. IF UNDERSIGNED'S ORGANIZATION IS A NON-REGISTERED ORGANIZATION OR ENTITY, SPECIFY. THE STATE WHERE THE PLACE OF
BUSINESS IS LOCATED OR WHERE THE ‘ORGANIZATION-OR ENTITY CONDUCTS ITS'AFFAIRS:

PART C - AUTHORIZATION TO FILE

9: The undersigned authorizes CCC or FSA tofile a financing statement under the name of the undersigned for collateral to be
described in the financing statement and security agreement at any time following the datethat this instrument is signed. By
signing below, I give CCC or FSA permission to file a financing statement prior to-the execution of the security agreement, as
well as to file amendments and continuations of the financing statement thereafier.

9A. SIGNATUREOF UNDERSIGNED |DATE
/s’ John Resco Smith, Jr. 11-21-01

9B. SIGNATURE OF UNDERSIGNED | DATE
/s/ Anita LuAnne Baxter Swmith 11-21-01

9C. SIGNATURE.OF UNDERSIGNED | DATE

9D. SIGNATURE OF UNDERSIGNED I DATE

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin; gendet, refigion, age,-disability;
political beliefs, sexual orientatiori, and-marital or family. status. -(Not all protibted-bases apply to all programs.). Persons with disabilties who requiré alterrative means for
communication of prograim information (Braille, large print, audiotape; efc.) should corifact USDA's TARGET Cenfer at (202).720-2600 (voice and TDD).. Tofile a complaint
of discrimination, write USDA, Director, Office of Civil-Rights; Room 326-W, Whitten Building, 1400 Independence Averiue; SW, Washington, D.C, 20250-9410 or call
(202).720-5964 {woice-or TDD). ‘USDA is-an equal opportunity provider and employer.
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Par. 182

Using CCC Cotton A-5, Statement of Eligibility and Information Worksheet

A General Information

CCC Cotton A-5 shall be completed to serve as a source document for preparing cotton
loans. A second-party review of eligibility and the loan application shall be performed
before disbursement and shall be recorded by the second-party by initialing and dating

CCC Cotton A-5.

B Completing CCC Cotton A-5

Complete CCC Cotton A-5 according to this table.

Item Instructions
Part A
1-7 Enter the information provided by the producer. Only the last 4 digits of a
producer’s tax ID on Social Security numbers shall be entered.
8 Enter the later of the following dates:
e the date of receipt of a signed CCC Cotton A-5 and all other required
documents listed in subparagraph 181 B
e the date CCC was made holder of EWR’s as specified on the EWR
Validation Review Report
Note: The date CCC was made holder of EWR is not necessarily the
same date as the date that a County Office downloaded EWR’s.
o the date paper warehouse receipts were delivered to the County Office.
9 Enter the date the application is received by CCC.
10 Leave blank or use for file sequence number of the loan.
11-14 Check the appropriate block based on information provided by the producer
and County Office records.
15 Enter name and address of lienholder, if applicable.
16-19 Check the appropriate block based on information provided by the producer
and County Office records.
20 Enter applicable date.
* % % * % *
*--21--* | Enter any clarifying remarks.
Part B | The producer/representative shall sign and date. CCC signs and stamps or
enters date received.
Part C | Enter disbursement data applicable to all setoffs and any payees other than the
producer sharing in the loan’s proceeds.
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Par. 182
182  Using CCC Cotton A-5, Statement of Eligibility and Information Worksheet (Continued)

B Completing CCC Cotton A-5 (Continued)
*

This form is available electronically.

CCC Cotton A-5 U.S. DEPARTMENT OF AGRICULTURE A COUNTY OFFICE NAME AND ADDRESS | B. CROP YEAR
(04-07-09) Commodity Credit Corporation South Cou nty FSA
STATEMENT OF ELIGIBILITY AND Route 66, Box 9 2006
INFORMATION WORKSHEET Midtown, GA 56789
NOTE: The primary authority for requesting and safeguarding the information described on this form is the Food, Conservation, and Energy Act of 2008 (Pub. L. 110-

246 and any amendments to such act as may follow). The information requested is necessary cotton loan benefits. Furnishing the requested information is
voluntary. Failure to furnish the requested information will result in a determination of ineligibility for certain program benefits and other financial assistance
administered by USDA. This information collected as a result of this form may be released to USDA employees, USDA contractors, or authorized USDA
cooperators who are bound to safeguard the information under Section 1619 of the Food, Conservation, and Energy Act of 2008, the Privacy Act of 1974, the
E-Government Act of 2002, and related authorities.

This information collection is exempted from the Paperwork Reduction Act, as it is required for administration of the Food, Conservation, and Energy Act of
2008 (see Pub. L. 110-246, Tile |, Subtitle F - Administration). The provisions of criminal and civil fraud, privacy, and other statutes may be applicable to the

information provided RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.
PART A — ELIGIBILITY AND RELATED INFORMATION

1A. Contact Producer's Name, Address And Last 4 Digits Of 1B. Crop Share 4. Farm Number Where Cotton Was Produced
Identification Number .
John Producer 50 * 5 Gncods
23 Main Street, Cottontown, GA 34567 18476
2A_ Other Producer's Name, Address And Last 4 Digits Of 2B. Crop Share 6. Warehouse Code Or Cotton Location
Joe NEighbors
g 50 % [7 No ofWarehouse Receipts Or Bales
26 Brown Street, Cottontown GA 34567 1300
3A. Other Producer's Name, Address And Last 4 Digits Of 3B. Crop Share 8. Date All Required Documents Received (MM-DD-¥YYY)
Identification Number
% 9/22/2008

9. Date Application Received 10. File Name
MM-DD-YYYY)

9/22/2008

TEM NA YES | NO ITEM N/A YES NO
) K 16. Can the operator sign as agent for
7
11. Did operator separate landlord's bales? X the owner? X
L 17. Must note be mailed for owner's
?
12. Is the producer eligible for the loan? X sionature? X
13. Is the loan quantity reasonable based on County committee maximum X 18. Will owner come to county office to
established yield? sign note? X
14. Is there a lien on the crop? X 19. Does the producer have a FSA or federal non- X
tax debt?
15. Ifanswer to ltem 14 is "YES", enter Name and Address of Lienholder(s) 20. Date that note will be ready for signature
(MM-DD-YYYY)
21. Remarks

PART B - CERTIFICATION

Feertify, regarding the cotion 1o be pledged as collateral for this loan, that: (1) I have, and will retain, beneficial interest in it until satisfaction of any loan obligation;

(2) 1 will provide CCC warehouse receipts for it; (3) any option-to-purchase granted by me does noi provide that the buyer may direct me to pledge the cotton to CCC

as collateral jor this loan; (4) I had risk in the production of the cotton; (5) | have not been convicted af a confrolled substance violation according to I-CM: and. (6) 1
agree that if' I do not sign the loan note and security agreement within 15 calendar days from the date entered into ltem 20 of this application that the application may

be voided or the date documents received may be amended.

1A. Signature Of CCC Representative 1B. Date 1C. Signature Of Contract Producer 2. Date
(MM-DD-YYYY) (MM-DD-YYYY)

1D. Title/Relationship (of the individual signing in the

9/30/2008 Representative Capacity) 9/30/2008

PART C - DISBURSEMENT DATA

" B " 3. CHECK
1. OFFSET(S) (Including debt I.D., if applicable) AND PAYEE(S). 2. DEBT IDENTIFICATION AMOUNT
6]
The U.5. D (USDA] prohibits in all s programs and activifies on the basis ofrace, color, national ofgin, age, disabilty, and where applicable, sex, marital status, familial status. parental status, refigion,

sexval onentaion, genefic informabion, poliscal bellefs, reprisal, or because all or part of an indvidual's income is derived from any public assistance program. (Not alf prohiblted bases apply fo afl programs.) Persons with disabilifes who require
altemative means for communication of program information (Braibe, large pint audoape, elc.) should confact USDA's TARGET Center at (202) 720-2600 (voice and TDD). Tofile a complaint of discrimination, wife to USDA, Director, Office
of Civil Rights, 1400 Avenue, SW. D.C. 20250-9410, or call (800) 795-3272 (voice) or (202) T20-6362 (TDD). USDA is an equal opportunity provider and employer.

ORIGINAL D COUNTY OFFICE COPY AUTHORIZED LSA or LOAN CLERK COPY D PRODUCER'S COPY
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Par. 182
182  Using CCC Cotton A-5, Statement of Eligibility and Information Worksheet (Continued)

C Distribution
Distribute CCC Cotton A-5 as follows:
e file the original copy in the County Office
e give the second copy to the cotton clerk

e give the third copy to the producer.

183  (Withdrawn--Amend. 32)
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184

4-7-09

Par. 184

Compression Status

A Definition of Compression Status

Compression status means the density of the bale of cotton. In APSS, the compression status

of a bale is expressed as an alpha code, called the “compression code”.
Valid Compression Codes

This table lists valid compression codes that can be entered when processing cotton loans
through:

e APSS
e cotton warehouse receipt process.

Valid APSS Code | Valid Cotton PC Code | Code Explanation
Current Production Compression Codes
GS 3 Gin Standard Density Bales
GU 5 Gin Universal Density Bales
Discontinued Compression Codes
F 1 Flat Uncompressed Bales
GH 4 Gin High Density Bales
SD 7 Standard Density Bales
SS 8 Standard Density Short Bales
SU 9 Universal Density Short Bales
WU 6 Warehouse Universal Density Bales
Loan Eligibility

*** Virtually all bales are produced based on universal density compression. A universal
density bale measures 55 inches (height) by 21 inches (diameter) by 28 inches (width) and is
compressed to 28 pounds per cubic foot.

*--EWR’s submitted for loan must indicate a compression code of “3” or “5” to be eligible for

loan. Starting with the 2009 crop, flat bales are not eligible for loan or LDP.--*

7-CN (Rev. 15) Amend. 41 Page 3-41



Par. 185
185 Producers’ Loan Shares

A Loan Shares

For loans involving multiple producers, individual producer loan shares must be consistent
in terms of reasonableness with the shares and acres reported on FSA-578.

For more information on:
e acreage reporting and the FSA-578 process, see 2-CP
e questionable or commingled production, see subparagraph 119 B

e recording producer shares during regular loan processing in APSS, see
subparagraph 187 B, step 21.
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Par. 186
186  Preparation Codes for APSS

A Definition of Preparation Codes

Preparation codes indicate:

e who prepared the documents required for the loan
e the method by which the documents were prepared.

B Valid Preparation Codes

This table lists preparation codes. Enter code when processing cotton loans through APSS.

Preparation Code Code Explanation
* * * * * *
1E Documents were prepared in the County Office using EWR’s.
* * * * * %
3E Documents were prepared by a cotton clerk using EWR’s, but
funds were disbursed by the County Office.
* * * * * *
4E Documents were prepared and funds were disbursed by a cotton
clerk using EWR’s.

Important:  The correct code must be entered to ensure that National Office loanmaking
reports are accurate.
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187

4-7-09

Regular Loan Processing in APSS

A Preparation

Par. 187

Verify that offer shipping rate table, loan rates, and other tables are correctly entered into the

computer according to paragraph 65.

B APSS Procedure

Process loans according to the following table.

Important:

disbursement.

Date loan is approved by CCC must be on or before date of loan

To ensure that funds are not disbursed * * * before signatures of all producers or authorized
agents are obtained, and loan is approved by CCC, carefully follow instructions in step 24.

Step

Action

Result

1

On Menu PCAO005, ENTER “2”, and PRESS
“Enter”.

Screen PCA11000 will be displayed.

o ENTER “Y” or “N”, as applicable, to the
following questions:

2 On Screen PCA11000: IF... THEN go to...
e Screen o step4.
e enter: PCA12000 is
displayed
e either the producer’s last name or the
producer’s ID and type e Screen e sStep 3.
MACRO04-01
e the crop year is displayed
e “N” for the loan number
o PRESS “Enter”.
3 On Screen MACRO04-01, enter the number for Screen PCA12000 will be displayed.
the desired producer, and PRESS “Enter”.
4 On Screen PCA12000:

IF the producer
is..

THEN...

correct and this is
not a re-entry of a

Menu PLAOOO
will be

corrected loan displayed. Go
e “Is this the correct producer?” to step 6.
e “Is this the re-entry of a corrected not correct Screen
loan?” PCA11000 will
be redisplayed.
e PRESS “Enter”. Return to
step 2.
correct, but thisis | Screen
are-entry of a PCA12000 will
corrected loan be redisplayed.
Go to step 5.
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Par. 188
188 Manual Loan Processing

A When Manual Loans Shall Be Prepared
If the APSS system is inoperable and it is expected to be inoperable for at least 4 workdays
from the time the warehouse receipts and all documents required from the producer for the

loan are presented by the producer or authorized agent for loan, the County Office shall
prepare the loan manually, only if requested by the producer or authorized agent to do so.

* * *

B When Not to Manually Prepare a Loan
If the APSS system is operable or is expected to be operable within 4 workdays of the day
the producer or authorized agent presents the warehouse receipts, do not manually prepare
the loan.

C Action Taken to Prepare and Disburse a Manual Loan
County Offices shall:

e determine the eligibility of the producer and cotton

e use the premiums and discounts listed in the applicable exhibits of this handbook to
figure loan rates

e complete CCC-Cotton A, CCC-Cotton A-1, and if applicable, CCC-Cotton A
Continuation, according to paragraphs 189, 191, and 190, respectively

* % *

e immediately when APSS is operable, enter the loan data according to paragraph 192.

Note: The total disbursement calculated for manual loans (the loan amount less fees) shall
not be reduced to 75 percent of the computed amount.
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Par. 189

189  Using CCC-Cotton A, Producer’s Note and Security Agreement

A

10-14-03

Description

[7 CFR 1427.1(a)] [7 CFR 1427.2(f)] CCC-Cotton A is a computer-generated form printed
during the APSS loanmaking procedure used to obtain a producer’s agreement with the note
and security agreement. Blank CCC-Cotton A’s can be printed for manual loan preparation.

Note: Keep an adequate supply of blank CCC-Cotton A’s on hand for preparing manual
loans when the computer is inoperable.

Completing CCC-Cotton A
Complete CCC-Cotton A according to this table.

Note: These instructions are for manually-prepared loans, except for items 12 through 14
which are required to be entered on loans prepared and disbursed through APSS.

Item Instructions
1 ENTER “X” if more space is needed:

e to enter producer information according to item 9

e for producer signatures according to item 12.

2 Enter name and address of contact producer from County Office records.
3 *--Enter warehouse code or address where stored.

Note: All bales pledged for 1 loan must have the same warehouse code or
location.--*
4 Enter State and county codes and farm number where produced.
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Par. 191

191  Using CCC-Cotton A-1, Schedule of Pledged Cotton

A Description

CCC-Cotton A-1 is a computer-generated form printed during the APSS loanmaking
procedure or which can be printed in blank for manual loan preparation.

Note: Keep an adequate supply of blank forms on hand for preparing manual loans when
the computer is inoperable.

B Completing CCC-Cotton A-1

The following table gives instructions for completing CCC-Cotton A-1.

Note: These instructions are for manually prepared loans.

ltem

Instructions

1

Enter State and county codes.

2

Enter applicable crop year and the applicable commaodity code.

e “UP” for upland cotton.
e “ELS” for ELS cotton.

Enter loan number assigned from 90000 series.

Enter date of disbursement.

Enter name of contact producer.

oo~ |w

Enter warehouse code from the warehouse receipt.

Note: All bales pledged for 1 loan must have the same warehouse code.

Enter gin code from the warehouse receipt. (ELS leave blank)

Note: All upland cotton pledged for 1 loan must be ginned at the same gin.

10-6-00
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Par. 191

191  Using CCC-Cotton A-1, Schedule of Pledged Cotton (Continued)

B Completing CCC-Cotton A-1 (Continued)

4-7-09

Item Instructions
8 Enter the applicable code listed below:
“GS”, Gin Standard Density Bales
“GU”, Gin Universal Density Bales.
Note: If compression has been paid, enter an “X” following the applicable
compression code.
9 | Enter date warehouse receipts are received in the County Office.
10 | *--Enter reconcentration order number provided by KCCO, CMD, SCB, if--*
applicable.
11 | Enter tare weight from the warehouse receipt.
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Par. 197
Section 3 Loan Repayments, Ginned Cotton

197  Basic Provisions

*--A 2002 Through 2008 Crop Upland Cotton Repayments

11-14-02

[7 CFR 1427.19] A producer or agent designated on CCC-605 may repay the loan amount
for 1 or more bales of 2002 through 2008 crop upland cotton pledged as collateral for a--*
loan at a level that is the lesser of the following:

loan principal, plus interest that accrued on the loan principal during the loan period, plus
any compression and reconcentration charges that were previously paid by CCC

AWP, as determined by CCC and in effect on the day the repayment is received in the
County Office, adjusted for location, quality, and allowable CCA, multiplied times the
net bale weight, plus any compression charges that were previously paid by CCC, minus
warehouse storage charges according to paragraph 198.

*--Note: AWP cannot be adjusted by discounts and CCA to a value less than zero.--*

See the following paragraphs:

22 to determine AWP and CCA in effect
26 to determine the allowable CCA

Note: When CCA is applicable and in effect, CCA is subtracted from AWP to calculate
the loan repayment rate.

27 for grades of cotton for which CCA is applicable
198 for instructions on how upland cotton cash loan repayments are calculated
201 for certificate exchanges

204 for accepting CCC-605’s.

Producers may repay the loan amount for bales after the loan has matured, if the receipts are
still in the County Office and the forfeiture has not been processed, by repaying the loan
principal, plus interest that accrued on the loan principal during the loan period, plus any
compression and reconcentration charges that were previously paid by CCC.
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Par. 197
197  Basic Provisions (Continued)

B ELS Cotton

[7 CFR 1427.19(c)(2)] A producer may repay the loan amount for 1 or more bales of ELS
cotton pledged as collateral for a loan by repaying the loan amount and charges, plus interest,
determined for these bales.

C Commodity Certificate Exchanges
Commaodity certificates may be purchased to exchange for upland cotton loan collateral if

*--AWP is less than NALR for upland cotton and the cotton is 2009 crop or earlier. See--*
paragraph 201 for more information. Certificate exchanges cannot be made:

after upland cotton loan maturity
for ELS cotton loan collateral
for seed cotton loan collateral
for CCC-owned commodities.

[ J
[ J
[ J
[ ]
D Payment Limitation Provisions
[7 CFR 1400] See paragraphs 25, 43, and 44 for payment limitation provisions.
E Using CCC-697
The repayment rate for an upland cotton loan cannot be “locked-in” using CCC-697.

CCC-697 does not apply to cotton because it is intended for use with farm-stored
commodities.
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4-7-09

Par. 197

Basic Provisions (Continued)

F Types of Remittances

County Offices may accept the following types of remittances for repayment of a cotton loan:
e cash

o*--U.S. Treasury check--*

postal money order
e check, draft, or money order issued by a bank

e check or draft issued by a person, firm, etc., and certified, guaranteed, or acceptable by
the bank on which it is drawn

e wire transfers according to subparagraph 209 A and 3-FI

e personal or corporate checks.

STC may require certified or cashier’s checks for cash redemptions of cotton loans when it is
considered necessary to protect CCC’s interest. This requirement may be carried out on 1 of
the following:

e an individual county basis

e a Statewide basis

e an individual producer or buyer basis if that individual has demonstrated irresponsibility
by issuing a check for repayment that was later dishonored upon deposit.

County Offices shall:

e use prudent judgment in releasing loan collateral if an uncertified personal or corporate
check is offered to redeem a loan

e not accept checks that do not conform to proper business practices.
Releasing CCC-Cotton A

County Offices shall mark original CCC-Cotton A “PAID” and mail to the contact producer,
but not until 30 calendar days after the last bale applicable to the note has been redeemed.
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Par. 197.5

*--197.5 Documentation Requirements for County Office Redemptions--*

A Requirements

* Xk *

o*--A request for redeeming a loan is considered received if all of the following conditions
exist or required items are received by the County Office.

IF the redemption of bales
is requested by...

THEN the following items must be presented at the County
Office or conditions that apply...

the producer

CCC-605 does not apply

sufficient funds are provided

the requested bales are identified by bale list

holder ID is known for entity to which bales are to be released.

entity other than producer
and CCC-605 is presented

CCC-605 authorized entity to redeem

Note: If EAD authorizes a different entity, the dispute must
be resolved before redemption occurs.

sufficient funds are provided
the requested bales are identified by bale list

holder ID is known for entity to which bales are to be released.

EAD in COPS identifies the entity permitted to redeem the
cotton

sufficient funds are provided
the requested bales are identified by bale list

holder ID is known for entity to which bales are to be released.

entity other is
than producer, | established
CCC-605 is in COPS
not presented,
and the loan
is not
established
in COPS

redemption request cannot be accepted.

*

If 1 or more of these required items is missing, a redemption request has not been received.
The redemption request is considered as having been received at the time of receipt of the

last of the required items.

* k% %
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4-7-09

Par. 201

Commodity Certificate Exchange for Loan Collateral

A Policy

* ** Commodity certificate exchanges:

o*--terminate effective ending with the 2009 crop year; therefore, only collateral for
outstanding loans of the 2009 and prior crop years may be exchanged for commodity
certificates--*

e apply only to collateral of MAL’s provided for ginned upland cotton represented by a
warehouse receipt for which CCC is holder

o*--are calculated based on 1-day of storage credit for immediate turn-around loans, if
applicable--*

e cannot occur unless the cotton is first placed under loan.
A certificate exchange is legally different from LDP because the cotton is:

e placed under loan
e purchased by CCC at loan value
e exchanged for a certificate sold by CCC at the exact loan-redemption value of the cotton.

These steps are required to be administered so that the transaction is not subject to payment
limitation that applies to LDP’s and gains from redeeming cotton at a reduced rate.

Commodity certificates are not issued for any of the following:

e exchange with collateral of any low grade upland cotton loan for which the repayment
rate calculates as a negative

e exchange with collateral of seed cotton loans

e exchange with collateral of ELS cotton loans

e CCC-owned inventory.

Gains from exchanging certificates for loan collateral are not:

e reported by FSA to IRS on CCC-1099-G
e subject to payment limitation.

Loan collateral exchanged for a commodity certificate:

e must meet all eligibility requirements, including beneficial interest, according to
paragraph 118

e isnot eligible to be repledged.
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B Commodity Certificate Exchange Process

Par. 201

Commaodity Certificate Exchange for Loan Collateral (Continued)

The following are the steps by which loan collateral is exchanged for commaodity certificates.

Action for Regular Loan Repayments
Using Commodity Certificate
Exchanges

Action for “Turn-Around” Loans
(Loans Requested for Immediate
Exchange for Commodity Certificates)

CCC-694-2 may be signed, submitted, and accepted from:

e a producer who submits
CCC-694-2’s according to
subparagraph 181 C

e aproducer’s agent authorized on
CCC-605 or FSA-211.

only producers who submit forms
according to subparagraph 181 B and an
original copy of CCC-694-2 that is:

e completed according to
subparagraphs 181 C and 201 D

e dated no earlier than the date of the
loan application.

Identify loan and loan quantity and loan repayment amount using:

e marketing loan option in APSS

e producer- or producer agent-supplied repayment data according to

*--subparagraph 202 D--*

e estimated value using average bale weights according to subparagraph 202 B.

AWP used to compute the certificate value is:

AWP in effect on the day repayment
funds are received in the County Office.

AWP on the date (or later of multiple
dates) entered under CCC-694-2, item 8,
even if this date is earlier than the date
the County Office processes the
transaction.

201
Step
1
2
3
2-6-07
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Par. 201.5
*--201.5 Processing Cotton Loans and Redemptions That Involve Immediate Certificate
Exchanges in APSS (Continued)
B Exchanges for Loans That Involve 1 Payee

When the loan involves 1 payee, County Offices shall process immediate commodity
certificate exchanges according to paragraph 201 and the following instructions:

e repayment date is date transaction is processed in APSS, even if the repayment was
requested at an earlier date

e receipt release date is actual date County Office releases the receipts to the designated
buyer using the cotton PC software

e use AWP in effect on date loan and immediate exchange for commodity certificates were
requested

e record repayment on a current CCC-257 using check that was issued to CCC during
loanmaking

e refund any overpayment to producer.--*
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Par. 201.5

201.5 Processing Cotton Loans and Redemptions That Involve Immediate Certificate Exchanges
in APSS (Continued)

C Exchanges for Loans That Involve Multiple Payees

When the loan involves multiple payees, County Offices shall process immediate
commaodity certificate exchanges according to paragraph 201:

repayment date is date transaction is processed in APSS, even if repayment was
requested at an earlier date

receipt release date is actual date County Office releases the receipts to the designated
buyer using the cotton PC software

use AWP in effect on date loan and immediate exchange for commodity certificates were
requested

record loan repayments for multiple producers with multiple checks on a current
CCC-257 as follows:

e record checks issued to CCC beginning with smallest amount until collection
amount is sufficient to purchase the certificate

e refund any amount of overpayment to producers by:
e multiplying refund amount times each producer’s share
e issuing a separate check to each producer as payee for applicable amount

if additional loan checks issued to CCC remain, that were not needed to purchase
commodity certificates, refund those amounts as follows:

e record remaining checks as collection on current CCC-257 in Accounting through
cash receipts using program code “REFREP”

e refund “REFREP” collection amount recorded on CCC-257 to producers by:
e multiplying check amount times each producer’s share
e issuing a check to each producer for applicable amount in Accounting through

Check Writing using program code “REFREP” and reference CCC-257 number
used to deposit additional check.

*--D Storage Credit for Immediate Exchange Transactions

If a loan is established for immediate exchange for a commodity certificated, 1 day of storage
credit, if applicable, will be applied to the exchange calculation.--*

4-7-09

7-CN (Rev. 15) Amend. 41 Page 3-114.6



Par. 204
204  Using CCC-605, Authorization of Electronic Agent and Designation of Agent - Cotton
(Continued)

C Resolving Concurrent Agent and Producer Redemption Requests
Requests for loan redemption may be submitted through CCR and County Office at the same
time. CCC processes the request and releases the cotton to the first entity, either the producer
or producer’s agent that provides repayment funds to CCC.

Under CCR, cotton loan collateral is:

e committed when funds are received and not available for a subsequent redemption
requested at a County Office

e not committed by a pending CCR invoice for which no funds have been received.

When a County Office is informed that CCR invoice is pending, before accepting funds for a
subsequent redemption request, the County Office shall determine whether funds have been

*--transmitted to CCC by calling Shannon Fulghem, Cotton Operations Processing Staff , at --*
816-926-1533.

If funds have not been transmitted to CCR based on a pending invoice request by an agent,
and the EAD indicator is:

e “N”, the County Office shall process the repayment in APSS, and release bales
“Y”, the County Office shall:

e reset the indicator to “N”, process the repayment in APSS, and release bales
e reset the indicator to “Y?”, if there are outstanding bales.

If funds have been transmitted to CCR, County Office shall not process the request
presented to them. The cotton will be released under CCR.

D Use by Producers’ Designated Agents
Entities designated and authorized by producers on CCC-605, and any subsequent-designated
agents, have authority to exercise an option to obtain cotton loan collateral by either repaying
the producer’s cotton loan or requesting that such cotton be exchanged for commodity
certificates.

Producers’ designated agents are not obligated to exercise the option provided under the
terms of CCC-605.
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Par. 204
*--204 Using CCC-605, Authorization of Electronic Agent and Designation of Agent - Cotton
(Continued)
D Use by Producers’ Designated Agents (Continued)
Such agents do not own the cotton or any “equity” in it. Any loss of ownership, title, or
control of the cotton by the producer during the term of the loan constitutes loss of beneficial
interest in the cotton, making the cotton loan subject to immediate repayment in full.
Designated agents of the producer may request release of the cotton from loan. They may:
e at the County Office:

e redeem the loan collateral by providing:

e apaper copy of the producer-endorsed CCC-605
e alist of the requested bales
e sufficient funds

e request exchange of the loan collateral for commodity certificates by providing:

e a paper copy of the producer-endorsed CCC-605, endorsed in Part E by the agent
to request a certificate exchange

e alist of the requested bales
e sufficient funds

e use the CCR process to redeem all or a portion of the loan collateral or request such
collateral be exchanged for commaodity certificates.

E Subsequent Designation of Agent

Designated agents of the producer may transfer the designation to a subsequent agent by
endorsement of the CCC-605.

Subsequent agents, designated on CCC-605, may further transfer the designation to other
subsequent agents on CCC-605 by endorsement.--*
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Par. 204

*--204 Using CCC-605, Authorization of Electronic Agent and Designation of Agent - Cotton
(Continued)

E Subsequent Designation of Agent (Continued)

7-28-04

If any subsequent agent designation is for less bales than:

e are associated with the applicable loan, CCC-605-1 or other bale list must be completed
according to subparagraph 207 C

e originally designated by the producer, CCC-605-2 and CCC-605-1 shall be completed
according to subparagraphs 207 B and 207 C, respectively.

County Office Use

CCC-605, CCC-605-1, and CCC-605-2 shall be prepared only by producers and their
designated agents and never by FSA personnel.

County Offices make these forms available for use by producers and their agents, but CCC
bears no responsibility for establishing or maintaining the record of the current designated
agent, or electronic record of such agent designation, for any producer or producer loan

When a valid CCC-605, CCC-605-1, or CCC 605-2 are presented at a County Office, the last
agent designated for the identified bales may do either of the following:

e redeem the cotton
e exchange commodity certificates for the cotton according to subparagraph 201.

Policy and Procedures for Filing

CCC-605, CCC-605-2, and CCC-605-1 are not filed by County Offices because CCC is not
a party to these agreements. County Office filing would infer that CCC will be
knowledgeable of and responsible for managing such agreements which is not a
responsibility CCC agrees to undertake. Thus, these forms are not to be filed by County
Offices.--*

Exception:  If a designated agent is redeeming part of the cotton covered by CCC-605 or
CCC-605-2, the County Office shall place a copy of CCC-605 or CCC-605-2
and supporting CCC-605’s, CCC-605-1"s, and CCC-605-2’s in the loan folder
and return the originals to the agent.

The County Office employee making any photocopy of an original CCC-605 or CCC-605-2

shall write or stamp, initial, and date the following statement on the photocopy: “This is a
photocopy of the original having the required original signatures.”
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Par. 205
205 Required Signatures and Documents for Agent Designations

A Signatures Required for Valid CCC-605

Agents presenting CCC-605 to a County Office are responsible for that form to be properly
completed.

A FAXed copy of CCC-605 is acceptable and may be acted upon by the County Office if the
producer has signed CCC-Cotton A, dated 09-02-04 or later.

B Signature Required for Valid CCC-605-2
For a presented CCC-605-2 to be considered valid, the agent must present:

e aproperly completed CCC-605-2 that has the signature of the transferring agent
according to subparagraph E

e acopy of the original CCC-605 that was properly completed and signed by the producer
e copies of all CCC-605-2’s transferring designation for the presented CCC-605-2.
C Impressed Signatures on CCC-605’s and CCC-605-2’s

Any signature that is affixed to an original CCC-605 or CCC-605-2 and is a reproduction of
the person’s or authorized person’s signature shall be considered an impressed signature.

Signatures that were reproduced by a photocopy machine or a FAX machine are not
considered impressed signatures.

* % *
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Par. 205
Required Signatures and Documents for Agent Designations (Continued)

D Approved Impressed Signatures
State Offices shall notify each cotton County Office of the impressed signatures that have
been registered with the State Office and the format in which an impressed signature is to be

represented.

Example: Southern Cotton Merchants has registered the following impress with the State
Office:

Southern Cotton Merchants
The State Office would notify cotton County Offices that an impress signature for
Bill E. Jones is acceptable on CCC-605’s or CCC-605-2’s if it is in the following

format:

“Southern Cotton Merchants
/s/ Bill E. Jones”.

E Presenting Documents at the County Office

[7 CFR 1427.5(e)(2)] The following table shows what must be presented at the county
office or LSA where the loan originated by designated agents based on who is presenting
CCC-605 and whether all or a portion of the loan quantity is being redeemed.

Type of
Designation Producer to Agent “A” Agent “A” to Agent “B”
Situation Producer has designated Agent Agent “A” has transferred the
“A” to redeem all or a portion of | designation to Agent “B” for all the
the bales of a specific loan. producer bales designated by the
producer.
CCC-6050r | CCC-605: CCC-605:
CCC-605-2
Presented e original signatures of producer | e original endorsement by Agent
“ALL” is checked (item 8) “A” on CCC-605 (Reverse)
e No. of bales = 100 (item 9).
e “ALL” is checked (item 8)
e No. of bales = 100 (item 9).
Document CCC-605 CCC-605
Needed for
Redemption
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Par. 205
205 Required Signatures and Documents for Agent Designations (Continued)

F Presenting Documents at the County Office (Continued)

Type of
Designation Agent “B” to Agent “C” Agent “C” to Agent “D”
Situation Agent “B” has transferred the Agent “C” has transferred the
designation to Agent “C” for a designation to Agent “D” for a
portion of the bales transferred by portion of the bales transferred by
Agent “A”. Agent “B”.
CCC-6050or | CCC-605-2: CCC-605-2:
CCC-605-2
Presented e original signatures of Agent “B” | e new CCC-605-2
as agent
e original signatures of Agent “C”
e No. of Bales = 25 (item 6). as agent
e No. of Bales = 10 (item 6).
What Is CCC-605-2 and the following CCC-605-2 and the following
Needed supporting documentation: supporting documentation:
Before a
County e list of 25 bale receipt numbers o list of 10 bale receipt numbers
Office Will
Allow e copy of CCC-605 signed by e copy of CCC-605-2 signed by
Redemption producer, and endorsed by Agent Agent “B” transferring
or Extension “A” transferring designation to designation for 25 bales to Agent
Agent “B”. “C”
e copy of the list of 25 bales
transferred from Agent “B” to
Agent “C”
e copy of CCC-605 signed by
producer and endorsed by Agent
“A” transferring designation to
Agent “B”.
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Par. 210.5
Section 3.5 Loan Redemptions Using CCR

210.5 Redeeming Loans Using CCR

4-7-09

A General Information

CCR is a web-based system that:

provides a centralized process for merchants to redeem upland cotton loans disbursed by
County Offices

allows receipts from multiple loans and multiple counties to be redeemed in a single
transaction

uses EAD established based on a producer-signed CCC-605

performs all calculation, collection, and release functions for cotton loans redeemed using
CCR

allows users to select either a:

o*--commodity certificate exchange when AWP is less than NALR for up to and
including 2009 crop cotton--*

e principal plus interest repayment when the AWP is equal to or greater than the NALR

releases receipts automatically to the merchant once funds have been received and posted
to COPS.

B CCR Business Rules

To be a valid CCR redemption request, each EWR must:

be under a County Office issued loan

not be in forfeiture status

not be in a pending status for another CCR request

be a valid EWR reflecting CCC as the current holder
not have any COPS errors

contain EAD holder ID that matches the COPS record.

The requested repayment date must be within the current AWP period of Friday through
Thursday.

The storage credit will be calculated up to the applicable due date or repayment date plus
2 calendar days for certificate exchanges regardless of the date the bales are released.

The CCR invoice is valid for 21 calendar days, but may be canceled by the merchant any
time before payment is submitted.
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Par. 210.5

210.5 Redeeming Loans Using CCR (Continued)

B CCR Business Rules (Continued)

CCR will accept a repayment:

earlier than the requested repayment date based on the amount due on the requested
repayment date. Bales will be automatically released the later of:

e date payment is processed
e original due date

later than the due date, but before the invoice expires. The repayment amount will be
recalculated based on:

e repayment rate in effect on the date of the wire transfer
e astorage credit up to the wire date plus 2 days for certificate exchanges.

If insufficient funds are received:

only bales for which funds are sufficient will be redeemed
a new request will be required for remaining bales.

If overpayment is received, CCC will provide a refund by direct deposit to the merchant’s
account.

C Merchant Action

To use CCR, a merchant must:

3-13-08

register to use the system
obtain producer signature on CCC-605 dated June 21, 2004, or later

coordinate with the EWR provider to make merchant the EAD holder for bales that are
being redeemed

electronically transmit to:

e CCC aredemption request to the CCR system
CCC the requested repayment date

CCC a list identifying the receipts to be redeemed
FRB funds according to invoice instructions.
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Par. 210.10
*--210.10 Processing CCR Repayments in APSS (Continued)

A Recording CCR Repayment (Continued)

Step Action Results

10 | On Screen PPC42700, Enter “Y” or “N” to IF you... | THEN...
the question, “Do you wish to complete this answered | Screen PPC98000
Repayment?” “Y” will be displayed.
The amount
received will be
pre-filled.

PRESS “Enter”.

Screen PCA97000
will be displayed.
answered | Menu PCAO005 will

“N” be redisplayed.
11 | On Screen PPC98000, enter the printer ID CCC-500 will be printed.
and number of copies to print forms. Screen PCE50010 will be
displayed.
PRESS “Enter”.
12 | On Screen PCE50010, Enter “Y” or “N” to IF... THEN...
the question, “Do you want to reprint this “Y” was | CCC-500 will be
form?” entered | reprinted.

Screen PCE50010
will be redisplayed.
Repeat this step.
“N” was | CCC-Cotton A-1
entered | will be printed.

Screen PCE50010
will be displayed.
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Par. 210.10
210.10 Processing CCR Repayments in APSS (Continued)

A Recording CCR Repayment (Continued)

Step Action Results
13 | Accounting — Cash Receipts procedure After Accounting procedure is
begins. complete, Menu PCAQ05 will

be redisplayed. Return to

Complete the accounting process according to | Step 1.

1-FI with the following:

CCC-257 must be prepared

e “1EFT” for the Check/Item Number after all repayments on a single

invoice have been recorded.

¢ total invoice amount as the amount of the
remittance. Provide copy of CCC-500 to:

Note: If the invoice contains multiple loan e contact producer
repayments, ENTER “1EFT” for the
Check/Item Number for each e warehouse where the loan
subsequent repayment. The balance collateral was stored.
of the total invoice amount will be
used to repay each subsequent

*--transaction. For excessively large
invoices, use more than 1 check/item
number.

Example: “1EFT” would include
repayments for the first
300 repayments, “2EFT”
would be used for the next
300 repayments, and so
on.--*
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Par. 210.11
210.11 Correcting COPS Errors (Continued)

C Reversing and Re-entering CCR Repayments in APSS

It may be necessary to reverse a CCR repayment to correct a loan that contains COPS errors.
Reversing and re-entering CCR repayments cannot be done in the same manner as regular
cash or certificate repayments because of certain conditions that exist for deposits with an
alpha-numeric deposit number.

*--Instructions for reviewing CCR repayments to correct loans will be in a forthcoming
amendment.--*

* k% %
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Par. 212
212  Loan Forfeitures Process Through APSS

A Purpose
This process will allow partial or full forfeiture of a cotton loan.
Important: Do not release EWR’s when processing a partial or full forfeiture. For
EWR’s, CCC must continue to be listed as holder when bales are forfeited to
CCcC.

B Forfeiture Process

Process forfeiture according to the following table.

Step Action Result
1 On the Price Support - Main Menu PCAQ05: Screen PCA11000 will be
displayed.
e ENTER“6”
e PRESS “Enter”.
2 On Screen PCA11000: Screen PCA12000 will be
displayed.
e enter:

e producer ID and type
e Crop year
o*--the loan number of the forfeited bales--*

e PRESS “Enter”.

3 On Screen PCA12000: IF... THEN...
“Y” e Screen PCA14000
e ENTER“Y” or “N” was will be displayed
entered
e PRESS “Enter” to answer the question, “Is e (gotostep4.
this the correct producer?” “N” e Screen PCA11000
was will be redisplayed
entered
e (o to step 2.
4 On Screen PCA14000: IF... THEN...
“Y” Screen PFA20000 will
e ENTER“Y”or “N” was be displayed.
entered
e PRESS “Enter” to answer the question, “Is “N” e Screen PCA12000
this the correct loan?” was will be redisplayed
entered

e (o to step 3.
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Loan Forfeitures Process Through APSS (Continued)

B Forfeiture Process (Continued)

Par. 212

Step

Action

Result

5

On Screen PFA20000, select 1 of these
options:

e “1” full cotton forfeiture

e “27 partial cotton forfeiture - display
receipt numbers to be forfeited

e 37, partial cotton forfeiture - enter
receipt numbers to be forfeited

IF... THEN...

Screen PFA22000
will be displayed.
Go to step 8.

“1” was selected

Screen PFA21000
will be displayed.
Go to step 6.

“2” was selected

Screen PFA21500
will be displayed.
Go to step 7.

“3” was selected

Screen PFA21000 will display all of the
warehouse receipt numbers.

If:

¢ all warehouse receipt numbers
displayed on the screen are to be
forfeited, PRESS “Cmd22”

e part of the receipt numbers displayed
on the screen will be forfeited,
ENTER “Y” by each receipt number
to be forfeited. PRESS “Enter” to
continue.

Screen PFA22000 will be displayed.

Screen PFA21500 will be displayed.

e Enter all receipt numbers that will be
forfeited.

e PRESS “Enter”.

Screen PFA22000 will be displayed.

Screen PFA22000 will be displayed for
verification.

If:

e statements are correct, PRESS
“Enter”, and the loan will be updated
and forfeited

e statements are incorrect, PRESS
“Cmd7” to end forfeiture. All
forfeiture data will be deleted.

The Price Support - Main Menu
PCAO005 will be redisplayed.
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Par. 213
213  Sending Forfeiture Documents to KCCO

A When to Send

Immediately after the loan maturity date and after the loan has been forfeited in APSS,
County Offices shall send applicable documents to KCCO.

B What to Send
County Offices shall package the following together in a box or regular envelope:
e paper warehouse receipts, if applicable
e acopy of Producer Loan Statement B for reconcentrated cotton

e the transmittal control document that lists both paper and EWR’s warehouse receipts and
that is generated by the end-of-day process.

Note: Identify packages as “1 of 27, “2 of 27, etc. County Office shall maintain a file of all
documents sent to KCCO.

C Marking the Package
County Offices shall:
e show return address and the State and county codes on the outside of the package

¢ mark the front of the package or regular envelope, “COTTON FORFEITURE
DOCUMENTS”.

D Mailing the Documents
County Offices shall send package or envelope by first-class mail to:
*--KCCO, CMD, SCB --*
STOP 8748

PO BOX 419205
KANSAS CITY MO 64141-6205.
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Par. 214

Collecting Charges Due on Forfeited Loans (Continued)

C Collecting Charges Due for LSA Producers

If LSA producer invoices remain unpaid 30 calendar days after the date of the LSA
notification letter, LSA’s shall contact producer’s administrative County Office to request
that a receivable be established. LSA will provide a case file that contains copies of:

e producer collection invoice
e LSA notification letter
e documentation of any collection activity.

Administrative County Offices shall:
e establish a receivable according to 67-FI with:

e all producers who signed CCC-Cotton A as debtor or co-debtors

e discovery code of “10”

e reason code of “300”

e program code of “XXUPCNFORF”

*--Note: County Offices do not have access to LSA producer invoices in COPS; however,
they will record the receivable number on the COPS Invoice Payment Screen
according to subparagraph 215 C. The receivable number should be obtained
from required documentation submitted by LSA.--*

e issue the computer-generated notification letter created by CRS; notate that this debt is
related to a loan disbursed by LSA

Important:  Because LSA cannot provide due process to producers for debts owed
CCC, the administrative County Office must issue a notification letter and
1st demand letter before a claim can be established.

e continue producer notification and debt collection according to 67-FI and 58-FI

o*--contact Diana Johnson by e-mail to diana.johnson@kcc.usda.gov and provide the--*
following:

e receivable number
e LSA name.

Any funds collected by LSA after the receivable has been established will be forwarded to
the administrative County Office to be recorded as a debt collection.
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Par. 214
214  Collecting Charges Due on Forfeited Loans (Continued)

D Explanation of Debt in Notification Letters

County Offices shall add the following text on Screen AQK15201 to the notification letter
generated in the receivable software:

“The forfeiture of your cotton loan number __ (issued by LSA, if
applicable). You were notified of this loan’s maturity date and of the options available to
you. By having decided to forfeit the loan collateral in satisfaction of the loan, you
agreed to pay to CCC at rates that are specified in the storage agreement between the
warehouse and CCC all:

e warehouse storage charges that accrued before the date all documents required from
you for the loan were provided to the County Office, and

e unpaid warehouse receiving charges including any charges for new ties
o*--unpaid warehouse compression charges

e warehouse storage charges that accrued staring the date all documents were received
that exceed the storage credit rate.--*
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Par. 223.7

223.7 Filing UCC’s for Outside-Stored ELS Cotton (Continued)

E Describing Collateral on UCC’s and Other Situations

Describe collateral on UCC’s according to the following.

IF...

THEN...

additional quantity is placed under loan

file another UCC-1 describing the collateral if
the quantity is not covered by a previously
recorded UCC.

existing UCC-1 for that commaodity
covers all the current year production

it is not necessary to file additional UCC-1’s.

producer requests a specific quantity

only that quantity needs to be described on
UCC-1 before the loan is disbursed.

producer agrees to lien on quantity greater
than the loan quantity requested that may
also apply to more than 1 crop year or

may be effective until UCC-1 expires

describe the collateral on UCC-1 as advised
by OGC.

F Paying Filing Fees

*--Paying filing fees required for lien searches or filing of UUC-1 shall be according to the

following policy and procedure.

If the lien search or UCC-1
recording fees are paid by... | THEN....

the producer o the lag time between a loan request and disbursement
may be reduced

e producers pay for lien search or filing fees with a
negotiable document (check, cashier’s check, money
order) payable to the applicable recording office.

CCC e adelay may occur because of fees being mailed by
NPS to the recording office

e County Office payments are made by NPS according
to 1-FI procedures

e producer must have filed CCC-10.

Note: If a producer requests termination of CCC’s security interest, the COF prepares an
applicable UCC, at producer’s expense.--*
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A Special Instructions
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Par. 223.8

--223.8 Special Instructions for Loan Application Forms

The following special instructions apply to forms completed for outside-stored ELS cotton

loan applications.

Form Item Instruction

CCC Cotton A-5 6 Enter the address of the storage location. A warehouse
location may be accepted as long as a warehouse receipt
has not been issued for the cotton collateral for the
outside-stored loan.

7 Enter the number of bales. There should be no

warehouse receipts.

CCC-Cotton A Warehouse | Enter the storage address of the cotton. Loan amount is

Code calculated as the total net weight of the loan bales times

the national average loan rate for ELS. No adjustments
are made for any quality factor.

CCC-601 ELS
Appendix

CCC-601 ELS Appendix must be signed and dated by
all loan applicants. This form contains the terms,
conditions, and producer certifications specific to an
outside-stored ELS loan.
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Par. 223.9
223.9 Manual Process for Outside-Stored ELS Loans

A When Manual Loans Shall Be Prepared
If APSS is inoperable and it is expected to be inoperable for at least 4 workdays from the
time the loan is requested, and all documents required from the producer for the loan are
presented by the producer or authorized agent for loan, County Offices shall prepare the loan
manually, only if requested by the producer or authorized agent to do so.

Note: Until modified software is available, County Offices shall prepare all outside-stored
ELS cotton loans manually.

B When Not to Manually Prepare a Loan

If APSS is operable or is expected to be operable within 4 workdays of the day the producer
or authorized agent requests the loan, do not manually prepare the loan.

C Action Taken to Prepare and Disburse a Manual Loan
County Offices shall:
e determine the eligibility of the producer and cotton
e calculate the total loan disbursement amount as follows:
e multiply the total net pounds times the loan rate
Note: This is the loan amount.
e calculate the service fee according to paragraph 173
e calculate the research and promotion fee according to paragraph 175
e subtract the service fee and research and promotion fee from the loan amount
Note: This is the total disbursement amount.

e complete CCC-Cotton A, CCC-Cotton A-1, and if applicable,
CCC-Cotton A Continuation, according to paragraphs 189 through 191

* k* *

e immediately when APSS is operable, enter the loan data.
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Par. 223.10
*--223.10 Outside-Stored ELS Cotton Loanmaking in APSS

A APSS Procedure

Process outside-stored ELS cotton loans according to the following table:

3-8-05

Step Action Results
1 | On Menu PCAQ05, ENTER “2”, Screen PCA11000 will be displayed.
and PRESS “Enter”.
2 | On Screen PCA11000, enter: IF... THEN go to...
Screen MACRO04-01 is step 3.
e either the producer’s last name | displayed
or the producer’s ID and type
Screen PCA12000 step 4.
e the crop year is displayed
e “N” for the loan number.
PRESS “Enter”.
3 | On Screen MACRO04-01, enter the Screen PCA12000 will be displayed.
number for the producer and PRESS
“Enter”.
4 | On Screen PCA12000, ENTER “Y” | IF the producer is... THEN...
or “N”, as applicable, to the correct and this is not a Menu PLAOOO
following questions: re-entry of a corrected will be
loan displayed; go to
e “Is this the correct producer?” step 6.
not correct Screen
e “Is this the re-entry of a PCA11000 will
corrected loan?”. be redisplayed,;
return to step 2.
PRESS “Enter”. correct, but this is a Screen
re-entry of a corrected PCA12000 will
loan be redisplayed,;
go to step 5.
5 | On Screen PCA12000, enter the Menu PLAOOO will be displayed.
crop year and loan number of the
original loan.
PRESS “Enter”.
6 | On Menu PLAOQOO, ENTER “4”, Screen PLC10000 will be displayed.
and PRESS “Enter”.
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Par. 241
Preparing Manual Seed Cotton Loans

A When to Prepare Loans Manually

If the APSS system is inoperable and a loan is requested by the producer or authorized agent,
County Offices shall prepare the loan manually.

B When Not to Prepare Loans Manually

If the APSS system is operable, County Offices shall not manually prepare the loan.
C Steps to Prepare and Disburse a Manual Loan

County Offices shall:

determine the eligibility of the producer and cotton

use loan rate determined according to paragraph 227

determine the eligible quantity for loan according to paragraph 228

complete CCC-881 and, if applicable, CCC-881-1 according to paragraphs 242 and 243

* *

* o © o o

e immediately when APSS is operable, enter the loan data according to paragraph 244.
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Par. 242

242  Completing Manual Loans Using CCC-881

A Description

10-6-00

CCC-881 is a computer-generated form printed during the APSS loanmaking procedure.
Blank CCC-881’s can be printed for manual loan preparation.

Note:

Keep an adequate supply of blank CCC-881’s on hand for preparing manual loans
when the computer is inoperable.

Completing CCC-881

Complete CCC-881 according to this table.

Notes:

These instructions are for manually prepared loans, except for items 19 through 21
which are required to be entered on loans prepared and disbursed through APSS.

For items 9 through 15, if CCC-877 is completed or ADP printout is used instead of
CCC-877, County Offices may enter “See Attached Schedule” and attach CCC-877
or the ADP printout.

Item Instructions
1 ENTER “X” if more space is needed:
e for lot information (items 9 through 15)
e to enter producer information (item 16)
e for signatures (item 19).
2 Enter name and address of contact producer from County Office records.
3 Enter location where seed cotton is stored.
4 Enter State and county codes and farm number where produced.
5a | Enter the loan number assigned from 90,000 series.
5b | Enter the applicable crop year.
5c¢ | Enter the commodity code as follows:
e “SUP” for upland seed cotton
o “SELS” for ELS seed cotton.
6 Enter the total loan quantity determined according to paragraph 228.
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Par. 257
257  Abandonment and Foreclosure

A General Information

[7 CFR 1427.173] Foreclose on seed cotton loans if the loan is not settled by loan maturity,
or is considered abandoned.

B Producer Obligation
The producer is obligated to:

e authorize CCC to enter the storage premises and remove the cotton
e pay interest, ginning, and any other charges CCC incurs.

C Selling the Cotton
Once it is determined that foreclosure action shall be taken, COC shall:
e remove the seed cotton from storage, and have it:
e ginned
e classed
e warehoused for CCC’s account
e sell the seed cotton and:

e if ginner is the buyer, credit the purchase amount against ginning costs

e deposit any collections received from selling the seed cotton as loan repayment
according to 3-Fl

e issue * * * payment required to be made for ginning or other charges

e include proceeds and payment in settlement with the producer.

4-7-09 7-CN (Rev. 15) Amend. 41 Page 4-83



Par. 257
257  Abandonment and Foreclosure (Continued)

D Settle With Producer
If the proceeds from the sale of the lint cotton and cotton seed are:

e less than the amount due on the loan, including interest, ginning, and other charges,
collect the difference according to 3-FlI

e more than the amount due on the loan, including interest, ginning, and other charges, pay
the excess to producer according to 1-FI.
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262  LDP Options Relative to Harvest and Ginning

A LDP Request Options

Par. 262

Cotton LDP’s may be disbursed, in all cases, only on eligible, ginned cotton upon
presentation of production evidence in the form of a warehouse receipt or bale list.

*--Producers requesting LDP must submit both CCC-633 EZ, pages 1 and 3 for any of the--*

following options.

Type

Rate used for LDP is rate effective on...

Bl status at time
of application...

LDP for cotton in which producer has Bl at the
time of the LDP application is:

Irrevocable module
lock-in.

date of application.

Gin-direct.

date of ginning.

Irrevocable post-ginning.

date of application.

producer has BI.

Lost Bl before application.

the date Bl was lost.

Bl lost.

e Irrevocable module lock-in. For harvested cotton in modules, before ginning, a
producer may submit CCC-633 EZ, page 3 to request lock-in of AWP rate to be used for
LDP calculation. AWP/LDP rate is that which is effective on the date an accurately
completed request is submitted. The cotton is identified by a gin-supplied trailer or
module number. After the cotton is ginned, the producer provides bale information that
corresponds to the cotton identified by the trailer or module number. These requests for
lock-in of AWP and LDP cannot be revised or canceled. See subparagraph 275 E.

e Gin-direct. A producer may request gin-direct LDP’s using CCC-633 EZ, page 3. LDP
rate provided is the rate payment rate effective on the date the cotton is ginned according
to paragraph 274. These requests are allowed to be revised or terminated under certain
circumstances. See subparagraphs 274 F and G.

e Irrevocable post-ginning. On cotton that has been ginned, a producer may request LDP
using CCC 633 EZ, page 3 supported by a bale list. LDP rate provided is the rate
effective on the date that an accurately completed application is submitted. These LDP

*--requests, once submitted, cannot be revised or canceled. See subparagraph 275 F.--*

e Lost BI. If Bl has been lost before the LDP is requested, and the producer had filed
CCC-633 EZ, page 1 before the date Bl was lost, then the producer may request LDP
using CCC-633 EZ, page 3. For these LDP’s, the only payment rate provided is the rate
applicable on the date that Bl was lost. The producer must provide acceptable
documentation of the date Bl was lost on the applicable quantity.

4-7-09
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Par. 262
262  LDP Options Relative to Harvest and Ginning (Continued)

A LDP Request Options (Continued)

Notes: LDP applications submitted under any of these options may be considered complete if
received without classification information. In these cases, the disbursement is to be
made after classification information is received.

Cotton can be subject to only 1 loan or 1 LDP application at any moment. Benefits,
whether a loan or LDP, are provided only once on any quantity of cotton. No
concurrent applications for the same cotton are ever allowed.
263  Availability Dates
A Availability Dates

[7 CFR 1427.5(a)] Cotton LDP’s are available by executing an LDP application from the

date loan rates are announced through May 31 after the calendar year in which the crop is

planted. This application deadline applies:

e to all types of LDP’s
e regardless if applicant has, or has lost, Bl at the time of application.

Reminder:  The disbursement date shall be no later than 30 calendar days after the final
date of availability. When the final availability date falls on a nonworkday,
the final date shall be extended to the next workday.

*--B Accepting and Date-Stamping LDP Documents--*

If CCC-633 EZ was signed by the producer more than 15 calendar days before delivery or
mailing (postmark date) to the County Office, the County Office:

e shall not accept the application if presented by a Cotton Clerk
e may accept the application if presented by a producer.

*--All pages of CCC-633 EZ shall be date-stamped upon receipt.--*
Note: A patron postage meter date stamp is not a post mark.
C Effective Times for AWP and CCA
LDP rates are based on the same announced AWP’s and CCA’s, and the same effective times

of these prices, as are applicable to loan redemptions. See subparagraphs 22 A through D for
the effective times of announced prices.
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Par. 267

LDP’s Based on Locked-in Rate

A Policy

Applications for LDP’s based on a locked-in rate are available for cotton before it has been
ginned. Such applications have the following unique requirements:

e applications are irrevocable, so they cannot be cancelled, amended, or withdrawn

*--Exception:  Cotton denied LDP because of payment limitation is eligible for loan,
subject to all loan, producer, and bale eligibility requirements.--*

e applicants must agree to identify the unginned cotton for which the locked-in LDP rate is
requested by submitting a module (or other storage unit) number for each individual unit
of storage

e after such cotton is ginned, the bales produced from each locked-in unit must be
identified to CCC by the corresponding module number.

Notes: Any application for which production evidence is not provided is a violation subject
to liquidated damages.

Modules are the largest storage unit eligible for identification and must be identified
and distinguished from one another by discrete numbers.

Generally, LDP’s under this option shall be provided only for the bales produced from the
unginned cotton for which the locked rate is provided up to a maximum of 20 bales per
module (or the maximum established by STC). Bales exceeding this maximum may receive
the locked-in rate only if a higher maximum is successfully appealed to STC.

If a gin provides information that a module included under a lock-in request was ginned
before the date of the lock-in request, LDP for such bales shall be based on LDP rate
applicable:

e to the requested lock-in, if the producer had Bl in the bales at the time the lock-in was
requested

e on the date Bl was lost, if the producer:

e had completed CCC-633 EZ, page 1 before loss of Bl
e lost Bl in the bales before the lock-in was requested.

B Applications for Module Lock-In LDP

Applicants apply for a module lock-in LDP using CCC-633 EZ, page 3 according to
instructions provided.
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Par. 267
267 LDP’s Based on Locked-in Rate (Continued)

C Processing LDP for Excessive Bales
Bales that are submitted for LDP based on a locked-in rate, but exceed the maximum number
approved for payment, are referred to as excessive bales and shall receive LDP based on the
following process.

Bales exceeding the approved maximum level are to be paid at:

e the rate prevailing on the date the bale information was submitted
o the locked-in rate for excessive bales if approved by STC.

County Offices shall:

e identify for producers the excessive bales submitted under the request for a locked-in rate
e notify producer of option to appeal to STC the payment rate on the excessive bales
e if the excessive bales are:

o*--successfully appealed to STC for the locked-in rate, use the original CCC-633 EZ as
the basis for providing LDP based on the locked-in rate

e not appealed to STC for the locked-in rate, or appealed but denied the locked-in rate
under the appeal, have producer submit a separate CCC-633 EZ and provide LDP--*
based on the payment rate effective on the date the production evidence containing
the excessive bales was submitted.
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Par. 267

267 LDP’s Based on Locked-in Rate (Continued)

D Violations for Failure to Provide Production Evidence

As soon as a violation can be determined following the May 31 LDP application deadline,
but not later than June 30, assess liquidated damages to each module or other storage unit of
an application for which production evidence was not submitted.

The responsibility to pay any such damages is jointly shared by all applicants who signed the
LDP application. Establish a receivable for liquidated damages according to 67-FI using:

for the first charge program code (on Screen AQK10801), enter program code
LIDAUPCN and the amount of liquidated damages

for the first reference number, enter the farm number
for the type, ENTER “FM”
for the receivable due date, enter the current system date

for the basis of debt code, enter 10306.

County Offices shall:

3-27-07

issue automated notification letter generated when receivable was created. Insert
explanation that debt occurred due to “failure to provide production evidence for an
irrevocable LDP rate lock-in on module”

issue the first demand letter if debt remains unpaid after 30 calendar days after the date of
the notification letter

establish a claim according to 64-FI if debt remains unpaid 30 calendar days after the
date of the first demand letter.
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Par. 268
268 LDP Document Retention and Distribution

A Distribution to the Producer
Each signing producer should receive a copy of the following:

signed CCC-633 EZ, pages 1 and 3

CCC-Cotton AA-1

application summary for eLDP’s

Producer’s Disbursement Transaction statement
other documents signed by the producer for this LDP.

B Documents for LDP Folder

File the following documents in the loan folder:

o*--CCC-633 EZ, pages 1 and 3; may be signed original or signed copy--*
e original CCC-Cotton AA-1
e copies of the following:

. application summary for eLDP’s
. original Producer’s Disbursement Transaction statement
. other documents signed by the producer pertaining to this LDP, such as a bale list

e all printouts from cotton PC, including validation review reports, bale lists, and bale
recaps.

269, 270 (Reserved)
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Par. 276

276  Regular LDP Processing in APSS (Continued)
B APSS Procedure (Continued)
Step Action Result
16 | On Screen PGA71000, use the following table for
entering data in the applicable fields. IF... THEN go to...
Screen step 17.
PCA49000
Field Entry is displayed
World Market | Enter AWP according to Screen step 18.
Price paragraph 22. PCA41000
is displayed
Coarse Count | Enter CCA according to Screen step 24.
Adjustment paragraph 22. PCA42000
is displayed
LDP Approval | *--Enter the date CCC-633EZ is | Screen step 26.
Date approved.--* PCA43000
is displayed
Location No entry is required. The system | Screen step 28.
Differential will enter the correct differential. | PGA72000
PRESS “Enter”. is displayed
17 | Print Screen PCA49000, and PRESS “Cmd7”. Menu PCAO005 will be
redisplayed. Return to step 1.
Notes: Screen PCA49000 will display when 1 or
more producer ID’s on LDP are 1 of the Note: The user will not be
following: able to complete the
applicable LDP until
e recorded in the entity file, but are not the entity file has been
active for the applicable crop year corrected.
e not recorded in the entity file.
Producers with the following entity types must be
recorded in the entity file:
“02”, “03”, “04”, “05”, *“06”, “10”, or “17”
“07” if the ID type is “E” or “I”.
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Par. 276
276  Regular LDP Processing in APSS (Continued)

B APSS Procedure (Continued)

Step Action Result

18 | Screen PCA41000 will display members of a
joint operation that are producers on LDP.
The user must verify whether the members
are correct by answering the question, “Are
members correct?”

IF the members are... THEN...

correct ENTER “Y”. | Screen PCA41010 will be
displayed. Go to step 22.

incorrect ENTER “N”. Screen PCA41000 will be
redisplayed. Go to step 19.

19 | Screen PCA41000 will allow the user to add
or delete members by answering the question,
“Add or Delete Members?”

IF a member is to be... THEN...

added ENTER “A”. | Screen MACRO04 will be
displayed. Go to step 20.

deleted ENTER “D”. | Screen PCA41000 will be
redisplayed. Go to step 21.

20 | On Screen MACRO04: If more than 1 producer matches

the data entered by the user, the

o enter either of the following: user must select the correct

producer from the list.
e the last 4 digits of the producer’s ID

to be added After the correct producer is
selected, Screen PCA41000 will
e last name of producer to be added be redisplayed. Return to step 18.

e PRESS “Enter”.
21 | On Screen PCA41000: Screen PCA41000 will be
redisplayed. Return to step 18.

e ENTER “Y” next to each member to be
deleted

o PRESS “Enter”.
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Regular LDP Processing in APSS (Continued)

B APSS Procedure (Continued)

10-6-00

Par. 276

Step

Action

Result

41

On Screen PGA17005, ENTER “Y”
or “N” to the question, “Do you wish
to complete this process?”

IF...

THEN...

“Y” was entered

Screen PCA97000 will
be displayed. Go to
step 42.

“N” was entered

Screen PGA74005 will
be redisplayed. Return
to step 38.

42 | On Screen PCA97000: CCC-Cotton AA-1 will be printed and
Screen PCE75010 will be displayed.
e enter the printer ID to print forms
and reports
e PRESS “Enter”.
43 | On Screen PCE75010, ENTER “Y” or | IF... THEN...
“N” to the question, “Do you wantto |“Y” was entered |e CCC-Cotton AA-1
reprint this form?” will be reprinted
e Screen PCE75010
will be redisplayed.
Repeat this step.
“N” was entered, |e Market Gain TSR
and “N” was will be printed
entered in step 39
e Screen PCE83010
will be displayed.
Go to step 44.
“N” was entered, |Screen ABK10001 will
and “Y”” was be displayed. Go to
entered in step 39 |step 45.
44 | On Screen PCE83010, ENTER “Y” or | IF... THEN...
“N” to the question, “Do you wantto |“Y” was entered |e Market Gain TSR
reprint this form?” will be reprinted
e Screen PCE83010
will be redisplayed.
Repeat this step.
“N” was entered | Screen ABK10001 will
be displayed. Go to
step 45.
45 | Accounting - Checkwriting procedure | Menu PCAQ05 will be redisplayed. Return

begins.

to step 1.
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Par. 277
277  Preparing Manual LDP’s

A When to Prepare Manual LDP’s
If APSS is not operating and it is not expected to be operating for at least 4 workdays from
the time all required production evidence is submitted by the producer for LDP, the County
Office shall prepare LDP manually, only at the producer’s request.

B When Not to Manually Prepare LDP

If APSS is operating, or is expected to be operating within 4 workdays of the day the
producer presents the warehouse receipts, do not manually prepare LDP.

C Action Taken to Prepare and Make Manual LDP
County Offices shall:
e determine the eligibility of the producer and cotton

e complete CCC-633 EZ and CCC-Cotton AA-1 according to paragraphs 275 and 278
respectively

e for each bale, calculate the:

LDP rate according to subparagraph E

gross LDP amount according to subparagraph F
research and promotion fee according to subparagraph G
total payment amount according to subparagraph H

* * *

e immediately, when APSS is operating, enter the manual LDP data according to
paragraph 279.
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Par. 277

277  Preparing Manual LDP’s (Continued)

D When CCA Is Applicable

10-6-00

If CCA is applicable, County Offices shall separate the cotton for which LDP is requested
into the following 2 categories:

e Dales for which CCA is applicable
e Dales for which CCA is not applicable.

LDP Rate
For those bales for which CCA is:
e not applicable, LDP rate shall be equal to the difference between the following:

e NALR
e AWP in effect on the day CCC-Cotton AA is approved

e applicable, LDP rate shall be equal to the difference between the following:

e NALR
e AWP minus the allowable CCA in effect on the day CCC-Cotton AA is approved.

Note: See paragraph:

e 27 for the grades of cotton for which CCA is applicable
e 26 for determining the allowable CCA.
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Par. 277
Preparing Manual LDP’s (Continued)

F Gross LDP Amount
Determine the gross LDP amount by multiplying the applicable LDP rate, determined
according to subparagraph E, times the sum of all of the applicable bale net weights shown
on the acceptable production evidence.

G Research and Promotion Fee

Calculate the research and promotion fee by multiplying .005 times the result of
subparagraph F.

H Total Payment Amount
Calculate the total payment amount by subtracting the research and promotion fee,

determined according to subparagraph G, from the gross LDP amount, determined according
to subparagraph F.

* % *
I Production Evidence

County Offices shall make a copy of the production evidence submitted and return the
original to the producer.

Note: Each warehouse receipt or gin tag and class card does not have to be photocopied if a

list of the same information is provided with the production evidence. In these cases,
only a copy of the list shall be kept.
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278  Using CCC-Cotton AA-1

A Description

10-6-00

Par. 278

CCC-Cotton AA-1 is a computer-generated form printed during the APSS LDP-making
procedure. A blank CCC-Cotton AA-1 may be printed for preparing a manual LDP.

Note: Keep an adequate supply of blank CCC-Cotton AA-1’s on hand for preparing manual

LDP’s when the computer is not operating.

Completing CCC-Cotton AA-1

Follow these instructions to complete CCC-Cotton AA-1 for manually prepared LDP’s.

Item Instructions
1 | Enter State and county codes and farm numbers where produced.
2 | Enter name and address of contact producer from County Office records.
3 | Enter warehouse code, if applicable.
Note: Cotton warehoused at different warehouses must be processed as separate
LDP’s.
4 | Enter gin code.
Note: Cotton ginned at different gins must be processed as separate LDP’s.
5 | Enter the following:

LDP number assigned from the 90,000 series
e applicable crop year
e preparation code

e number of bales

e total LDP quantity; that is, the total net pounds shown on the warehouse receipt

or gin tags.
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Par. 278

278  Using CCC-Cotton AA-1 (Continued)

B Completing CCC-Cotton AA-1 (Continued)

ltem

Instructions

6

Enter the gross LDP amount that was calculated according to subparagraph 277 F.

* k% %

7

Enter the:

e research and promotion fee that was calculated according to subparagraph 277 G
e total payment amount that was calculated according to subparagraph 277 H.

Enter the number of bales for which coarse count is:

e not applicable
e applicable.

14

Enter the coarse count applicable the day CCC-Cotton AA was approved, if
applicable.

15

Enter the upland cotton NALR.

16

*--Enter AWP from CCC-633 EZ, item 54. If coarse count is applicable, subtract--*
the coarse count in item 14 from AWP.

17

Enter the applicable LDP rate according to subparagraph 277 E.

18

Enter the net weight from the applicable warehouse receipt or gin tag list.

19

Enter the gross LDP amount for bales:

e without coarse count
e with coarse count.

C Distribution

Distribute CCC-Cotton AA-1 as follows:

e file original in the LDP folder
e give 1 copy to the contact producer.

4-7-09
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Par. 280
280  Preprocessed Bale Data

A Overview
Beginning with the 2005 crop year, all LDP’s/eLDP’s will be based on data stored in COPS.

The use of manual data entry and the practice of copying bale data files directly into APSS
*--will only be allowed by using a system password issued by the State Office. This will:--*

e require LDP data that will be entered in APSS to be downloaded using the cotton PC
software

Note: eLDP bales are downloaded during the eLDP process and do not have to be
downloaded using the cotton PC software.

e support the validation of duplicate benefits and data errors before the LDP/eLDP is
disbursed.

Because each bale is identified by a unique PBI number, LDP’s/eLDP’s must be formatted
using the “extended” format as provided in Exhibit 13.

Note: Warehouse code and bale weights are provided in the “extended” format.

Although not required, EWR’s will be used for LDP’s/eLDP’s when the data is available in
COPS.

B Data Received on Diskette or E-Mail

Preprocessed data can be accepted by diskette or e-mail. If bale data is submitted
electronically, the producer must sign and date a paper copy of the bale information to
ensure that the electronic list corresponds to the producer’s loan request. County Offices
shall print and retain in the loan folder these listings and process the LDP using the table in
paragraph 331.

See paragraph 330 to process cotton bale data received electronically. Any diskette received
does not need to be retained; the signed, paper copy is sufficient record.
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Par. 280
280  Preprocessed Bale Data (Continued)

C Determining Date Documents Received
Subparagraph 181 B lists numerous documents that, in addition to a loan or LDP request,
must be received to establish the “date documents received” in loan/LDP software. The
“date documents received” is the date the last of the required documents was received.

One document that must be provided is a list of the bales that may be:

e apaper list
e an electronic pre-processed bale file.

This step ensures that CCC is acting upon a request that has been validated by the producer
so that benefits are not mistakenly provided based on an erroneous bale list.

If the date the bale list, however submitted, is a determining factor for establishing the “date
documents received”, then:

e use the date the bale list, whether paper or electronic, was received

e do not use the date the producer signed and dated a paper version of an electronic bale
list.

281  Processing LDP’s Through Cotton Warehouse Receipt Process
A Processing References

County Offices shall process LDP’s through the cotton warehouse receipt process according
to the following table.

IF data is for... THEN follow instructions in paragraph...
LDP’s provided by:

e preprocessed diskette 330
e e-mail 331
e paper listing 332.
* X * * % *
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Par. 285.5
*--285.5 Deleting eLDP’s (Continued)

B Deletion Process (Continued)

A message will be displayed on the Application Process Screen ID eLDPApplMain01 that
confirms the eLDP was successfully deleted.

2l Welcome to eLDP - Microsoft Internet Explorer

File Edit ‘ew Favorites Tools Help |,
@ Back ~ P | \ﬂ IEL| [ ;\| /._‘5 Search ‘;1\'\ Favorites @} - .4 G _. ﬁ ‘3
Address ;-’é‘] http: fflacalhost:9080/el DP| action/catton-eldp-surrmary Vi . Go Links **
USDA United Stales Department af Agricuiture f_ib[fn i
Zaal Farm Service Agency /‘ . DEFIGIENGY
i B

of eAuth

Application eLDP number '52063"' was deleted successfully.

Please select the type of operation from the navigation bar to the left. The types of applications
and profile functions are described below.

Add Farm Stored - To add a Farm Stored eLDP application for a producer.

Add Sold/Delivered/Fed - To add an eLDP application for quantities that are either

sold, fed or have requested date of delivery.

o Add Open Storage - To add an eLDP application for quantities that are stored off
the farm and beneficial interest has been maintained.

o Add Warehouse Stored - To add a warehouse Stored eLDP application for a

producer.

Add Cotton - To add a Cotton eLDP application for 3 producer.

Inquire - To view eLDP application details of a producer.

Correct - To correct eLDP application details of a producer.

Delete - To delete an eLDP application for a producer.

(oI e}

Application

[s}
L=l
Lol
[s}

Screen ID eLDPApplIMain01

2LDP Homs | USDA.qou | Farm Service Aqency (FS&) | FSA Intranst

EolL | ibility Staternent | Privacy Policy | Non-Discrirination Staternant | Inforrnation Quality | FirstGow | White House
&) Done & J Local intranet
_______________________________________________________________________|

*
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285.6 Manually Entering Bale Data

4-7-09

A General Information

The eLDP system provides the option to manually enter bale data directly into the eLDP

Par. 285.6

application when a bale detail file is unavailable. This option:

requires using a State Office-issued password
provides the option to build the file as:

e EWR file that only requires entering the gin tag number
e non-EWR file that requires entering gin tag number and bale weight

provides auto-fill capability.

Note: This option shall only be used if a bale data file cannot be provided.

*--Use the following System 36 screens to obtain a State Office issued password.

System 36 Screen Item
Selection Menu, FAX250 ENTER “3”.
Application Selection, FAF07001 ENTER “13”,
Price Support - Main Menu, PAF000 ENTER “4”.

State Price Support Password Generator, PFK09900

Enter State and county codes.

B Invoking Manual Entry Option

Cotton eLDP has been modified to add the question, “Is Manual Bale Entry?”, on Screen

ID eLDPCOTTONAPPLO1. To invoke the manual entry option, County Office users shall
answer “Yes” by clicking on the applicable radio button. A pop-up box will then be
displayed that prompts the user to enter a State Office-issued password. After the password
is entered, users shall enter or select the following:

type of eLDP

applicable dates according to type of eLDP
location, which is optional

farm number, which is optional

EWR or non-EWR file

producer name

gin code

warehouse code for storing location

Note: If not stored in warehouse, ENTER “999999”.

7-CN (Rev. 15) Amend. 41

Page 5-160



Par. 288

288  Selecting Transactions

A Transaction History

10-6-00

After the loan is identified, Screen PXA00005 will be displayed with the following:

producer’s name

crop year

loan number

commodity

transaction types, in order of occurrence
transaction date

transaction time

diskette date, if applicable.

Screen PXAQ00005 will display all of the transactions that have taken place on the selected
loan. Transactions are listed in sequential order as they occurred. After identifying the
transaction that is to be reversed, ENTER “Y” in front of the transaction, and PRESS “Enter”
to continue.

Notes: Only one “Y” is allowed. All transactions listed after the selected transaction will
also be reversed during the correction process.

If a diskette date is present for the transaction being reversed, see paragraph 289 for
using history diskettes before proceeding.
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Par. 288

288  Selecting Transactions (Continued)

B Loan Reconstruction Process

After pressing “Enter” on Screen PXAQ00005, Screen PXA10000 will be displayed with the
following:

a prompt for the history diskette, if a diskette date was present for any transaction
involved in the correction

Note: See paragraph 289 for using history diskettes.
target date of the transaction to be corrected

a series of messages indicating reversal is in progress for the transaction and any
subsequent transactions.

After a short time, the message, “Verify listing to continue error correction process”, will be
displayed. Before continuing:

4-7-09

review the report entitled, “Correction Posting Check-Off List”, that was automatically
printed on the default printer

verify that the entries shown on the report are to be reversed
if report is correct, PRESS “Enter” and continue processing according to paragraph:

o*--290, if payables are involved--*
e 291, if repayments were involved in the correction

if report is incorrect, PRESS “Cmd7” to end processing.
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Par. 291
291  Corrections Involving CCC-257’s

A Repayment Corrections
When correcting a repayment transaction, amounts deposited on CCC-257 during the
repayment will be reversed. The correction process will reverse only the program or “PGM”

record associated with the repayment on CCC-257.

The remittance or “RMT” record will remain on CCC-257 and cause CCC-257 to be
out-of-balance until the:

e repayment is re-entered
“RMT” record is removed from CCC-257.

B Handling Corrections

See 3-FI, Part 3 for instructions on handling CCC-257 corrections.
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292  Completing Correction Process

A Completing Correction

Par. 292

When the correction process is completed, * * * receivables established, and files updated,
Menu PCAQ05 will be displayed. See subparagraph B for re-entry instructions, if necessary.

File the Correction Posting Check-Off List in the loan folder for future reference.

B Re-Entry References

As explained in this part, placing “Y”” next to a transaction in the correction process will
reverse that transaction and all subsequent transactions. When applicable, the incorrect
transaction and all subsequent transactions must be re-entered.

If re-entry is necessary, follow this table to find the instructions for re-entering the applicable

transaction.

IF re-entering a...

THEN see...

loanmaking transaction:

e regular loans
e seed cotton loans

Part 3, Section 2.
Part 4, Section 2.

LDP transaction

Part 5, Section 2.

repayment:

e regular loans
e seed cotton loans

Part 3, Section 3.
Part 4, Section 3.

forfeiture

Part 3, Section 4.

293-300 (Reserved)

4-7-09
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Par. 301
Part 7 Violations

Overview

A

Terms and Conditions

CCC has determined that producers who violate the terms and conditions of loan note and
security agreements or LDP applications will cause harm or damage to CCC. These
violations result in funds being disbursed to producers for a quantity of cotton that may not
exist or a quantity for which the producer is not eligible.

This part describes what actions are required to be taken if a producer is found in violation of
the terms and conditions of a loan or LDP.

Violations Not Applicable

This part does not apply if the cotton is determined ineligible because of the following types
of violations:

e HELC

e WC

e FFC.

CED Actions

When duplicate benefits are provided, CED must:

e determine whether a violation may have occurred based subparagraph 301 D
e refer any suspected violations to COC for a violation determination
e Obtain repayments:

o*--for violations (determined by COC) at principal plus interest plus liquidated damages
e for nonviolations at principal plus interest without referral to COC.--*

Distinguishing Violations From Nonviolations

Duplicated payments are to be considered a violation if the producer knew, or had reason to
know, that an application would generate a duplicate benefit.

An example of a violation is a benefit (whether loan or LDP) provided under duplicated
producer application to multiple County Offices or to both CMA/LSA and County Office.

The following are examples of nonviolations:

bale misidentified by gin/warehouse without producer knowledge
bale assigned to multiple producers by gin/warehouse

bales misdirected by gin/warehouse

County Office keystroke errors or other misaction/misinformation.

7-CN (Rev. 15) Amend. 41 Page 7-1



Par. 302
*.-302 Producer Violation Notification

A Initial Producer Notification

County Offices shall send the following letter to notify producers of potential loan/LDP
violations.

Note: Determine what actions are to be taken and the amounts due according to
subparagraph 303 C.

UNITED STATES DEPARTMENT OF AGRICULTURE
FARM SERVICE AGENCY
LYON COUNTY FSA OFFICE
PO BOX 389

ROCK RAPIDS IA 51246-0389
October 15, 2007
Thomas Grant
1003 Brees Ave
Payton, 1A 51241-7522
Dear Thomas Grant:
This is to notify you that the Farm Service Agency has determined that you have a debt arising from:

(Insert explanation and pertinent facts.)

The amount you owe consists of:

Principal Interest Other Charges Total

Interest will continue to accrue at a rate of % until the total amount due is repaid. The amount shown above has
been recorded for offset from any FSA, CCC or other Federal Agency payment, which may be due you.

We want to work with you to resolve this matter. Depending upon your situation, there is the possibility of paying this
debt in installments. If you have any questions regarding this matter, please do not hesitate to contact us.

If you believe that you have been sent this notice in error, that the determination is in error, or that the amount due is
incorrect, you may appeal this determination to the County Committee by filing a written request no later than

30 calendar days after you receive this notice in accordance with the FSA appeal procedures found at 7 CFR Part 780. If
you appeal to the County Committee, you have the right to an informal hearing which you or your representative may
attend either personally or by telephone. If you appeal this determination to the County Committee, you may later
appeal an adverse determination of the County Committee to the FSA State Committee or National Appeals Division
(NAD). To appeal, write to the County Committee at the following address and explain why you believe this
determination is erroneous. (Insert COC address.)

You may contact the County Office to receive a copy of the documents related to this determination.
If you should need further assistance, please feel free to contact the FSA Service Center.

Sincerely,

Harvey Lee

County Executive Director

USDA is an Equal Opportunity Provider and Employer
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Par. 321
Part 8 Cotton Warehouse Receipt Process

Section 1 Creating Office Profile and Updating Table Files
321  General Provisions
A Downloading EWR’s
EWR’s are issued by warehouses through a provider system. A warehouse may only use
1 provider and must issue all receipts as EWR’s. When a producer wants to receive a loan or
LDP, the provider’s system must forward EWR to CCC.

*--ITSD maintains CRTS which receives EWR’s. Once ITSD receives and validates EWR, a--*
receipt acknowledgement is transmitted back to the provider. Classing data is obtained from
AMS and then EWR is available for download to a County Office.

County Offices transmit a request for download that consists of the gin code and gin tag.
Upon receipt of EWR’s, County Offices may process loans and LDP’s. Once EWR is
downloaded by a County Office, no other office can download that receipt. Inquiry

capability is available to all offices on all EWR’s.

Create EWR data files for download and processing using the cotton warehouse receipt
process according to Sections 2 and 3.
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Par. 321
*--321 General Provisions (Continued)

B Releasing EWR’s

County Offices release EWR’s when the bale is repaid, LDP is complete, for correction or if
downloaded in error.

e For EWR’s downloaded in error, the release places EWR back on CRTS and makes
EWR available for download again.

e For EWR’s released for correction, EWR is transmitted to the provider and the previous
holder becomes the holder. This allows corrections to the warehouse receipt data to be
made. EWR may be resubmitted to CCC.

e For EWR’s released because of repayment, the County Office enters the holder ID
provided by the person repaying the loan. Upon receipt of the release transmission, the
holder ID is validated against the list of valid ID’s supplied by the provider. Released
EWR’s with a valid holder ID are transmitted to the provider. EWR’s with an invalid
holder ID are returned to the County Office. The provider sends a release
acknowledgement back to CCC when the released EWR is successfully processed.

e Release EWR’s using the cotton warehouse receipt process according to paragraph
344.--*
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Reports, Forms, Abbreviations, and Redelegations of Authority

Reports
None.

Forms

This table lists all forms that are referenced in this handbook.

Exhibit 1

Display
Number Title Reference Reference

AD-1026 Highly Erodible Land Conservation (HELC) 100, 181, 237
and Wetland Conservation (WC) Certification

CCC-10 Representations for Commodity Credit 181.5 181, 223.7,
Corporation or Farm Service Agency Loans Ex. 3.5
and Authorization to File a Financing
Statement and Related Documents

CCC-257 Schedule of Deposit 201, 201.5, 210.8,

210.11, 291
CCC-258 Wire Transfer of Funds 209
CCC-500 Loan Repayment Receipt 200 199, 201, 209,
210.5, Ex. 17.5

CCC-500-1 | Loan Repayment Receipt Continuation Sheet 200

CCC-502A | Farm Operating Plan for Payment Eligibility 43, 223
Review for an Individual

CCC-502B | Farm Operating Plan for Payment Eligibility 43, 223
Review for a Joint Venture or General
Partnership

CCC-502C | Farm Operating Plan for Payment Eligibility 43, 223
Review for Corporations, Limited
Partnerships or Other Similar Entities

CCC-502D | Farm Operating Plan for Payment Eligibility 43, 223
Review for an Estate or Trust

CCC-502U | Update for CCC-502, Farm Operating Plan for 43, 223
Payment Eligibility Review

CCC-526 Payment Eligibility Average Adjusted Gross 43,100
Income Certification
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Forms (Continued)

Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Exhibit 1

Display
Number Title Reference Reference
CCC-601 Commodity Credit Corporation Note and | Ex. 16 162, 189, 190,
Security Agreement Terms and 193, 222.7, 242,
Conditions 243, 303
CCC-601 ELS | Appendix to CCC-601, Note and Security | Ex. 19 193, 222.7, 223.8,
Appendix Agreement Terms and 224
Conditions for Outside Storage of ELS
Cotton
CCC-605 Authorization of Electronic Agent and 207 Text, Ex. 3.5, 20
Designation of Agent - Cotton
CCC-605-1 Designation of Agent - Cotton 207 201, 204, 206
(Continuation Sheet to CCC-605)
CCC-605-2 Designation of Subsequent Agent - 207 204-206
Cotton
CCC-633EZ Loan Deficiency Payment (LDP) 261.5, 274 | Text
Agreement and Request
CCC-638 Confirmation of Sale 36
CCC-639 Competitive Bid Pricing Worksheet 36
CCC-664 Agreement to Permit Assumption of a 28
Commodity Credit Corporation (CCC)
Loan
CCC-674 Certification for Contracts, Grants, Loans, | 37
and Cooperative Agreements
CCC-679 Lien Waiver 124 41, 165, 181, 201,
237
CCC-683 Commodity Loan Seal 239 236, 238
CCC-686 Application for Loan or Loan Deficiency | 105
Payment by Heirs (On a Commodity
Produced by a Person Who Has Died)
CCC-694-2 Acknowledgment of Commaodity 201 181
Certificate Purchase
CCC-697 Request to Lock in a Market Loan 197
Repayment Rate
CCC-734 Notification of Pending Redemption 50 50
and/or LDP Request

4-7-09

7-CN (Rev. 15) Amend. 41

Page 2



Exhibit 1
Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Abbreviations Not Listed in 1-CM

The following abbreviations are not listed in 1-CM.

Approved
Abbreviation Term Reference
ACRS Automated Cotton Reporting System 10, 282
ADC Application Development Center, ITSD 10
AGI adjusted gross income 127
APD Analysis and Procedures Division, KCAO 10, 214
AWP adjusted world price 26, 43, 197
Bl beneficial interest Text, Ex. 3.5
CCA coarse count adjustment Text, Ex. 3.5
CCR Centralized Cotton Redemption Text, Ex. 3.5, 17.5, 20
CMD Commaodity Management Division, KCCO 10, 11, 48, 57,121, 191,
213
COPS Cotton Online Processing System Text, Ex. 2,3.5,17.5
CRTS Cotton Receipt Tracking System 10, 210.11, 285.2
CSA Cotton Storage Agreement 4,49, 65,121
DCIA Debt Collection Improvement Act 100.5, Ex. 3.5, 21
EAD Electronic Agent Designation 204, 210.5, 210.7, 210.8,
Ex. 3.5,17.5, 20
eLDP electronic Loan Deficiency Payment Part 5, Section 3
EWR electronic warehouse receipt Text, Ex. 2, 3.5, 12, 17.5
FCA fine county adjustment 22,26
FSC Financial Services Center, FMD 10
GPR graduated payment reduction 32,101
HVI high volume instrument 167, Ex. 12
JCIBPC Joint Cotton Industry Bale Packaging 4,14,70-74,76, 77, 125,
Committee Ex.2,3.5
MAL marketing assistance loan 43, 53, 54, 100.5, 103,
119, 127, 164, 201
NALR national average loan rate 26, 198, 202, 210.5, 265,
277,278, Ex. 10
NITC National Information Technology Center 50, 341, 344
NPS National Payment Services 282, 285.2-285.4
OoTC Operations and Testing Center, ITSD 10

7-CN (Rev. 15) Amend. 41
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Abbreviations Not Listed in 1-CM (Continued)

Exhibit 1

Approved
Abbreviation Term Reference
PBI permanent bale identifier 280
SCB Storage Contract Branch, CMD, KCCO 10, 11, 48, 57, 121,
191, 213, Ex. 3.5

SCIMS Service Center Information Management System 282
TSR Transaction Summary Report 199, 276, 279, 305
UCC Uniform Commercial Code 223.7

Redelegations of Authority

4-7-09

This table lists redelegations of authority in this handbook.

Redelegation

Reference

CED may redelegate, in writing, the authority to approve all forms and
documents prepared according to this handbook, except those in which the
person approving has a monetary interest.

Exceptions: Only CED shall approve loans for:

STC members

SED’s

State and County Office employees
COC members.

14
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Exhibit 2
Definitions of Terms Used in This Handbook

Acceptable Warehouse Receipt

*--[7 CFR 1427.3] Acceptable warehouse receipt means an original or replacement receipt that may
or may not be certificated for delivery for a futures-pricing contract, and is either of the
following:

e for 2008 crop cotton only, a pre-numbered, pre-punched, negotiable warehouse receipt issued
under the authority of the U.S. Warehouse Act, a State licensing authority, or by an approved
CCC warehouse in such format authorized and approved, in advance, by CCC

e for 2008 through 2012 crop cotton, EWR record issued by such warehouse recorded in a
central filing system or systems maintained in 1 or more locations that are approved by FSA
to operate such system. --*

AMS National Database

The AMS national database is:

e composed of all of the classing data on cotton that is classed by AMS
e located at the AMS office in Memphis, Tennessee.

Approved Cotton Clerk

An approved cotton clerk mans a person outside the County Office who is approved to prepare
loan and LDP documents for producers.

Approved Gin Location

Approved gin location means a location that is approved by CCC.

Approved Provider

Approved provider means providers that enter into a user agreement with CCC that ensures that:

e EWR’s maintained in a central filing system meet loan program requirements
e all EWR data is in a format that can be downloaded into APSS through PC’s.

Approved Warehouse

Approved warehouse means a public warehouse for which a CCC storage agreement is in effect.

Arid Region
An arid region is a region of low rainfall and low humidity.
Bagging and Ties

Bagging and ties means wrapping materials used to secure a bale of cotton.

CCC Commodity Inspector

CCC commodity inspector means the COC representative who does field work under the CCC
loan program.
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Exhibit 2
Definitions of Terms Used in This Handbook (Continued)

CCC-Cotton A Loan

CCC-Cotton A loan means a cotton loan made to an individual by a County Office.

CCC-Cotton G Loan

CCC-Cotton G loan means a cotton loan made to an approved cotton marketing cooperative
through a servicing agent bank.

Central Filing System

Central filing system means an electronic computer system operated and maintained by an
approved provider where information relating to EWR’s is recorded.

Class Card

Class card means a classification memorandum issued by AMS showing the class, grade and
staple length, micronaire, and strength reading of a bale of cotton.

Color Group
Color group means cotton that is in 1 of the following color groups:

White

Light Spotted
Spotted

Tinged

Yellow Stained.

Compression Status

Compression status means the density of the bale of cotton. In APSS, the compression status of
a bale is expressed as an alpha code, called the “compression code”.

Contract Commodity

Contract commodity means barley, corn, grain sorghum, oats, rice, upland cotton, and wheat.
Cotton

[7 CFR 1427.3] Cotton means upland and ELS cotton meeting the definitions in this exhibit,
excluding cotton not meeting such definitions.

Cotton Board

[80 Stat. 297] Cotton Board means the board that was authorized under the Cotton Research
and Promotion Act to collect the research and promotion fee assessed on upland cotton.
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Alphabetical Index

Subject.....cocooviiiiier Par. Number
A
Agent
Designation of ..........cccceevevveeenne. 204
Impressed signatures................. 205E
Power of attorney............cccceennne 44C
Registry of merchants. .............. 205D
Required documents
Form preparation................. 207A
POLICY oo 205F
Signature requirements................. 205
Subsequent designation
Forms required......... 206A, 207B
POLICY oo 204E
AGI, administering ........ccoccevevevennnene 127
APPEAIS ... 23A
APSS
Automated procedures.................... 64
CCR repayment entry ............... 210.9
Correcting transactions ...... 286 - 292
Correcting e-LDP in............... 285.4A
County Office table files................ 65
ELS outside loan process.....223.10A
Entering estimated repayments. 202E
Forfeiture processing ................... 212
Gin code updating.........ccovrvnnnnne. 81
LDP
Bale list generated by............. 278
Manual entry .........cccceeeeennnne 279
Processing ........ccccoeevervrnennnn. 276
Loan processing in.........ccccceeueenee. 187
Loan redemptions in .................... 199
Producer/loan ID...........ccccoevvvnnenne. 66
Seed cotton loan................... 240, 254
Violations, recording
[ 305
LOAN .o 304

Exhibit 3.5

(Par.5)
Areas
ELS outside storage ............. Ex. 18.5
AULhONITIES. ..o 1
AWP
Announcement.........cccooceeeiineenne 22A
Effective time period.............. 22B, C
If not announced ...........cccceeneenne 22C
B
Bagging, NON-SPEC........cccevververreennnn, 75A
Bale
Compression: see compression
Data, preprocessed............cceeueene.. 170
Data file, creating from
E-mail attachment................... 331
Manual entry .........cc.ccoevvneneee. 332
Preprocessed data................ 330A
List, signing by producer for
LDP oot 280C
Loan ....oooviiiiiieee e 170B
Requirements ...................... 125A - F
Bankruptcy........cccooeiiiiniinnne 24A, 41F
Beginning harvest date.............. 13, 275A
Beneficial interest ..................... 100B - K
Contract review.......... 102B, 103A-D
Lost, LDP eligibility .............. 261.5A
Questioning .......cccceevvevieviennenne 102A
Page 1
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Alphabetical Index (Continued)

Subject.....cocooviiiiier Par. Number
C
Call, loan......cccoovveieiie e 35E

CCA: see coarse count adjustment
Centralized Cotton Redemption (CCR):

See listings under redemptions
Certs: see commodity certificates
Charges: see fees

ChecKIlists......ooovvcviiiiiciee e, 54
Classification
Codes (eligibility) .......cccven... 125G
Data
Format by AMS ................ Ex. 12
General......cccccoeeveeviieeiieeen, 167
Source (COPS)............... 170.5A
Clerks, COttoN ........ceeeveveeiiiieeciee e 29
Coarse Count Adjustment (CCA)
Announcement.........c.ccoeeevvvvveenn. 22A
Applicable grades..........ccccceueeee. 27A
Calculation of .......ccccoevvvviiiiiiiienns 26
[ 265
0T 1 KT 26A
Collateral:
Lost and damaged cotton................ 31

See: warehouse receipts
Commodity Certificate

Immediate exchange ................. 201.5
Redemption of loan with.............. 201
Commodity Certificate Exchange
Acknowledgement form......201C - E
Forms required...........ccccvenenen. 181C
Loans for immediate............... 201.5A
POLICY oo 201
Process for use ........cccccevvenenne 201B
Prohibited USES.........ccccverveiennnn. 197C
Compression
Charges, unpaid ............. 211B, 214A
(700 [T 184B, 191B

Exhibit 3.5
(Par.5)

Contract
Review for Bl............. 102B, 103A-D
TYPeS Of ..o 104
Controlled substance....................... 101C
Cooperative Marketing Association
Approved members................... 231A
COPS
ACCESSING ...vvevveeeiecieeie e 52
Errors in CCR repayments......210.11
Password expiration.................... 52D
WED SItE ..o 4
Corporations, dissolved...........c........... 28
Cotton PC functions: see PC
County loan rates .........c.ccceevenenne. Ex. 15
Cropland, percent of rules............. Ex. 17
D
Data file format..........c..ccccevenenen. Ex. 13
Date documents received..... 170C, 280C
DCIA. ..., 100.5A - D
Collection guideline.................. Ex. 4
Q&A.............. Ex. 4, subparagraph. B
Debt resolution...........cccccvevvvrvenee. 100.5D
Definition of terms............cccoveneee. Ex. 2
Demand letter
Called loan .........cccceevevveiveiieennns 35F
Seed-Cotton loan............cccevvvneee. 258
Designated agent
Designation of .........cccccecvvvvnnnnnn. 204
Instructions for CCC-605............. 207
Power of Attorney..........ccceeeevenee. 44C
Signature requirements ................ 205
Subsequent ........ccccovviiiiieienn, 204E
Destroyed cotton..........cccccevevvennne. 261E
* k% *
Disclosure, lobbying ........ccccooevviiennen. 37
Divided cotton, eligibility ............... 120A
Document retention
LDP oo 268
LOAN i 193
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Exhibit 3.5

(Par.5)
Alphabetical Index (Continued)
Subject.....cocooviiiiier Par. Number
E
B-LDP ..o 282 Example letters
EAD: See electronic agent Damaged collateral ..................... 31C
Electronic agent Demand.......ccccccoveevenennnnnn. 35F, 42F
Guide for ....cocevvriiiiiiie Ex. 20 Ginners:
Setting/updating EAD................ 210.7 Cooperating .......ccceeverieennenn 76B
Eligibility, cotton Non-cooperating ...........c....... 76C
Approved ginner ........cccceveeenenne T4A Loan call........ccoovviiiiiiiiie 35E
Basic requirements............... 118, 123 Local sales........ccccevvevvevieivennnnne 36F
Divided cotton..........cccceevrernnen. 120A Overdisbursement ..............c....... 42D
Double-cropped acreage ........... 119E Response to appeal request......... 42G
Equity sold.........cccoovvieiieinnen, 100F
INSUraNCe. .........cvvvvveieieieciene 122A
LIENS .o 124A F
Lost or damaged............ccccevvrrrenene. 31
Non-spec bagging .........ccccvenen. 75A FAX, applications not received by..273A
Outside-stored...........coceverinnns 222.6 FCA e 26B
Quality FCIC. e 101B
Ineligible codes................... 125G Fees:
Minimum for eligibility ...... 125F Forfeitures
Quantity eligible..........ccccevrnnee. 119 ELS outside collateral.......... 224.6
Second party review...........ccccceeu... 53 General........cccoeeeiieiiien, 214D
Storage: see storage L0an Service........ccoovvverveeennnn. 173A
Succession of interest ............... 100G Research and promotion
Yield eligible..........cccoviinnn, 1198 LDP’S i 264A
Eligibility, producer LOANnS......ccvevvevieieeieceeen, 175A
Basic requirements.............ccoco.... 100 Seed cotton loan..........ccccceevevennne. 232
Beneficial interest ..................... 100B Warehouse. ..........coeveveieennnen, Ex. 18
lost, for LDP.........cccvveeenne 261.5A Finality rule.......ccoooevveieiieieee e 30
CMA/LSA determinations........... 107 Fine Count Adjustment..................... 26B
Controlled substance................. 101C Foreclosure.........ccovvevvenvvenieceeneen, 35D
FCIC not required.............c...... 101B Forfeiture
Foreign person .........cc.cceevevenen. 100L Charges due.................... 214D, 224.6
Second-party review ............cccee.... 53 Documents to KCCO.................... 213
Warehouse, producer as............... 108 Loans ineligible for...........cc.cocee.. 35
ELS Cotton POLICY oo 211
Defined.......cccoovieieniniiieee, 118C Processing in APSS..........ccooeeee. 212
Outside-storage areas........... Ex. 18.5 Forms
Estates and trusts........cc.ceevevenennnn. 106A Display references..........c.......... Ex. 1
Estimated repayments..............cco....... 202 Outside ELS collateral.............. 223.8
EWR: see warehouse receipt Required for loan ...........cc........ 181B
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Alphabetical Index (Continued)

Subject.....cocooviiiiier Par. Number
G
Ginner
Code updating in APSS ................ 81
Cooperating agreement................. 70
Listing of approved.................. 76, 77
Seed cotton loan:
Ginner agreement..................... 80
Participation approval ........ 79, 80
Graduated payment reduction............... 32
H
Handbooks, related ..........cc.ccocevvrvnnnne. 3
Harvest, start of ..o 13
HEITS ..o, 105
HELC/WC.......ccoeieeeeee 101A
|
Impressed signatures............c.oc..... 205E
INdeX t0 7-CN ....ooovvvieeciecieee Ex. 3.5
Ineligible
COottoN.....ooveiiiieiee e 120C
Loans, policy for........cccccoeevveinennnn. 35
Insufficient cash repayment............... 203
Insurance required............cccccvevenen. 122A
Interest
Computing for overdisbursed/
underdisbursed loans............. 33F
RALES.....coiieiiiiiie e 33
Invoices, producer collection............. 215
IRS, reporting t0.......cccoevvevvevecieceene 34

Exhibit 3.5

(Par.5)
J
JCIBPC
Compliance with specs .... 72B, 125A
Web Site for........ccovvviiiiiiiiieieee 4
K
Kansas City
Organization..........cccccevevevvevennnn 10A
Responsibilities..........cc.ccoevennenne 10B
ADC ..o 10D
KCCO .o, 10C
KCFO ..., 10F
L
Landlord/tenant provisions 120
LDP
Availability period............ 162A, 263
e-LDP
COorrecting ......ccooevvvvvenennns 285.4
Editing.....cccooevveiicieeee, 285.3
ENntering.......ccoovveviicnennn 285.2
General........ccoocvveiiiiiniiiienns 282
OPLIONS....ccveieieiic e 283
Site ACCESS ..oovviviiiriirieriiriianas 284
Eligibility
General........ccooovveiiiiiniiiinns 261
LoStBl .o 261.5
Gin-direct option............cceevvennee. 274
Lost Bl option ........cccccovvvenennen. 275.5
Module lock-in option.................. 275
OPLIONS....cceiiiiieee e 262
Page 4

4-7-09 7-CN (Rev. 15) Amend. 41



Exhibit 3.5

(Par.5)
Alphabetical Index (Continued)
Subject.....cocooviiiiier Par. Number
L (Continued)
Post ginning ........ccoocevveieeieneee. 275 General
Preprocessed bale data.................. 280 Assume loan obligation............ 28
Processing Availability period............... 162A
Before processing...........c....... 271 Call.ooeeeeeee 35E
Manual process ........ccceeeveneens 277 Forms for.......cocovveieiinnnnn, 181B
Processing in APSS.....170.5, 276 Heirs, application by ........... 105C
Rate Lock-in repay rate............... 197E
Announcement...........c.coc...... 22B Lost and damaged cotton.......... 31
Compute......coceeiirriieee 265 Manual, processing.....188, 192B
Defined........ccoovevvviveineienn, 25B Maturity dates ..........ccceevennnne 162
Effective time period............. 22B NOE ... Ex. 16
Locked-inrate........c.cooevuvnnee. 267 OFfSetS ..o 41, 165
Research/promo fee .......ccccceueeee. 264 Preparation codes................... 186
SOUICES....evvierieeieeee e 260 Preprocessed bale data............ 170
Violations, recording................. 305A Processing in APSS............... 187
Liens/lien waivers Receipt for repayment............ 200
Basic policy.....cccccovvniniiiinnn, 124A Repayments by:
Cooperative policy..........c.c....... 124H Commodity certificate .....201
LDP policy.....cccooveveiiieiiciennn, 124A Estimated amount............. 202
Search......cccvevevecieniee e 124B Mail ..o, 22D
Waivers Wire transfer ...........c........ 209
Completing................... 124D - G Required forms.................... 181B
Estimating disbursement...... 124l Service fee.....ccovvvvieiveiiennnn, 173A
Obtaining.......ccoovvvvvrieienn. 124C Source (where to obtain)........ 161
Links, internet ........ccocvvvvenvnencsenenn 9 Terms and conditions........ Ex. 16
Liquidated damages ..........cccceeruenee.. 303A UCC-1
Loan Outside ELS.................. 223.7
ELS, outside-stored Seed cotton..........cccueuee. 124)
Approved areas............... Ex. 18.5 Upland cotton, whse...... 181E
APSS processing............... 223.10 Violations, recording.............. 304
Bale eligibility..................... 222.5 Ginned (baled) cotton
Forfeiture........ccooceovvvviennn 224B Application...........cc.coovrinnnnn 182
Forms instructions............ 223.8A General requirements.....160, 197
Manual Process................... 223.9 Immediate Cert Exchange201.5A
Note, Appendix to............. Ex. 19 Market gain defined.............. 25A
[210] [0}V A 222,222.8 Rates......coovvveeieeeee e, 172
Repayment policy .................. 224 Research and promotion feel75A
Requirements ............cccceeneee. 223 Service fees.....ccovvvvieniniene 173A
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Alphabetical Index (Continued)
Subject.....cocooviiiiier Par. Number
L (Continued)

Seed cotton

Abandonment............c.cene.e. 257
Basic policy......ccccevvniiinenns 225
FEB .o 232
Forms for................ 237, 238, 239
Inspections, pre-loan.............. 236
Lint turnout factor.................. 229
Loan rate
County rates............... Ex. 15
POLICY oo 227B
Maturity notification... .......... 256
POLICY oo 225, 255
Processing
APSS. ... 240, 244
Manual ...........cc...... 241, 242
Quality determinations........ 227A
Quantity determination .......... 228
Removal before settlement
(0] [ o)V 251
Requesting........c.ccocevvneee. 253
Requirements ...........cccceevennene 237
Settlements
Basic options................. 250A
Charges .....cccoeveiveinenen, 211A
From loan proceeds.......... 252
Processing in APSS.......... 254
StOrage ...ooovvvevviieniiee e, 230
Loan rate
Adjustments:

See loan rate premium/discount
County where stored................ Ex. 15
POLCY .o, Ex.5
Premiums/discounts

ELS cotton, for
Color, Leaf, Staple......Ex. 10
Extraneous matter ....... Ex. 11
Micronaire................... Ex. 11
Strength.....ccoveveenen Ex. 11

Exhibit 3.5
(Par.5)

Upland cotton, for
Extraneous matter ......... Ex. 6
Grade, Staple, Leaf ....... Ex.5
Micronaire............co...... Ex. 9
Strength.......cccoevveiieenene Ex. 8
Uniformity.......c..ccoco...e. Ex. 7
Lobbying disclosure..........ccccceveivennens 37
Local sales........ccccovevireeiieciee e, 36
M
Manual
ELS loans, processing............... 223.9
LDP
Entry into APSS.........cccceen. 279
Processing .......cccoevevvevveseennnns 277
0T K7 188, 192B
Market gain
AMOUNT ..o 25A
REPOIS ...ovvveiiiiiiie e, 38
Maturity
Dates .....covveeviieeeeee e 162B
Table of maturity months......... 162D
Misaction/misinformation.................... 39
Module lock-in
Maximum bales/module.............. 11E
POLCY .o 267

4-7-09 7-CN (Rev. 15) Amend. 41



(Par.5)
Alphabetical Index (Continued)
Subject.....cocooviiiiier Par. Number
N O
$0.99 0r I€SS ...ovvevveieieeee e, 21 Office profile, inPC........cccccovvvinennn 323
Note and Security Agreement (@] 1 7] K 41D, 165
Terms and conditions Also see:
ELS Appendix to............... Ex. 19 allowable deductions.............. 174A
General.......cccoevveiiinnnnn, Ex. 16 non-allowed deductions.......... 174B
Notifications, of Overdisbursements..........cccccevvervenne 42A
Call ineligible loan..................... 35E
Charges due, forfeitures............ 214D
Collateral loss and redemption
OPtioN .ccvvevveeceeecee e 31C P
Ginners, about:
Agreement to cooperate........... 71 Partnerships, dissolved...........c..c.......... 28
Approval of agreement ......... 73B Payment limitation
Good faith determination.......... 303D Applicability .........ccoecvvievirienn, 43A
Ineligible loan call and Control County Office................. 44A
Demand........ccccevvreninnnn o 35E, F LeVelS ... 43B
Loan maturity Market gains report...........ccccceenee. 38
General.......cccceevvveiieirc, 208 MONItOriNG ...coovveieeieceee e 44
Seed cotton.......c.ccceeeveeiennen, 256A Producer responsibility ............... 44C
Market Gain Reports................ 38 Report of remaining .................... 25C
Overdisbursements..........c.ce...... 42B PC Functions
Pending transaction..................... 50A ACCESSING .. 322
Producers of: Data file, creating from
approved gins............... 76A, TTA E-mail attachment.................. 331
disapproved gins........... 76C, 77B Manual entry ..........cccceevvennene 332
Seed cotton loans to CMA......... 225F Preprocessed data................ 330A
Violation .......cccccevveiicicciene, 302A Office profile.......cccoovevviiinennnnn, 323
Warehouse SIgNING ON ..o 322
Reinstatement........................ 48E Updating table files...................... 324
Suspend/terminate................. 48D Power oOf attorney.........cccccecvvervrvennn. 45
Nondisclosure of ..........c.ccccveenne. 45D
3-13-08 7-CN (Rev. 15) Amend. 37 Page 7

Exhibit 3.5



Alphabetical Index (Continued)
Subject.....cocooviiiiier Par. Number

P (Continued)

Premium/discount:

See loan rate premium/discount
Preparation COdes...........cccevvriveneennns 186
Preprocessed bale data, use for

E-LDP..oooveeee e, 285.1

LDP oot 280

LOANS....ciiiiiieiiiie e 170
Producer:

Eligibility: see eligibility

Non-resident...........ccccvenen. 40, 100L

Notifications: see notifications

Representations (CCC-10)........ 181.5
Production evidence

LDP oo, 266A
Prompt payment...........ccccoeeiiiiiineenne 46
Q
Quality

Bale ... 125

Base cotton quality, ginned....... 123A

Minimum for eligibility ............ 125F

Factors for loan calculation

ELS oo 123C
Seed cottoN.......c.ccoeeevveiennen, 123D
Upland........ccooviiiiiiin 123B
Quantity eligible..........c..cceevvennen, 119A

Exhibit 3.5

(Par.5)
R
Receipts: see warehouse receipt
Redemptions
Amount due
Estimating .........ccoceveviveveenns 202
Calculating .......ccccoevvrinnen. 198A
CCR
COPS errors.......ccceeveeenne 210.11
EAD indicator .................. 210.7A
General......cccocoviiiiiinn, 210.5
Merchant requirements ....210.5C
Processing ......c.cceeeevvvrennnnnn 210.8
Transferring to APSS.......... 210.9
Insufficient cash payment............ 203
Lost and damaged collateral ....... 31B
Processing in APSS........cccccoene. 199
Receipt, entries.......ccccccevvrvenen. 200A
Remittances accepted................ 197F
Required documentation
By producer agent............... 205F
General......cc.cocevviieinenne 197.5A
Wire transfer ..o 209
Relief
Soldier/Sailors Relief Act........... 51C
Repayments: see redemptions
Reports
Market gains........cccocoevererernnnnnnns 38
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Subject.....cocooviiiiier Par. Number

R (Continued)

Research and promotion fees.......... 175A
Responsibilities:
CED. oo 14
CED
Approving ginner.................. 73A
Authority redelegate.............. 14B
COC ..ot 13
Harvest date ..........ccccoevvvvnnnnnn 13
Seed loan quality................. 227A
Waive lig. damages............. 303E
Yield eligibility ......... 119B,C,D
Kansas City Staff .............ccceevvenen. 10
SED ..o 12A

State Office
Administration of

Bankruptcy.........cccceeneen. 24E

Seed cotton loan.............. 59A
Violations........cccccccevvvvennne 57

COPS approval...................... 52C
County Office oversight........ 58B
DD supervision ..........ccccceeuenee. 58
STC o 11
For seed cotton...................... 11B
Violations........cccccovvvevviiennnn. 11C
Loan repay .....cccceveeviveeiiinnns 11D

Rate approvals
Guaranteed remittance ....11D
Max # bales/module........ 11E

Exhibit 3.5

(Par.5)

S
Sales, local ........ccoovvevviiiiiiiiie, 36
Seed cotton loans

Ginner participation ............cc.ce..... 79

Quality.....ccovevveiecierr e 123D

STC responsibilities................... 11B

Wire transfer ......c.cccvevevceeeineenne, 209
Service fee, loan.........ccccocveeenenene, 173A
Shares of loan...........ccccvveeveeicnnnenne, 185A
Signatures, assure genuine................ 40B
Soldiers/Sailors Relief Act................... 51
Spot checks, modules...................... 275H
Statement of charges.......c.ccccoevevenin. 165
Storage requirements

LDP CcottoN.......coovvvviiviriieieeeenne 261B

Loan:

Ginned cotton...................... 121A
Seed cotton.........cccveeeveenne, 121B
Page 9
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Subject.....cocooviiiiier Par. Number
T
Table files
APSS procedure.........ccceevenennnnn 65B
County Office maintained.............. 65
Updating........ccoevvevenieneeie e 324
Tare weights
Defined and loan approved.. 125D, E
EWR, ON..ovvviiiie, 164F
JCIBPC standards ............cccoenu... 72C
Tariff rates
Updating........ccoevvevenieieereseene 324
Tax, reporting of payments.................. 34
Trusts and estates.........cccccevvevenen. 106A
U
UCC-1 requirements
Outside-stored ELS................... 223.7
Seed cotton loans ............ccccu..e.. 124)
Upland cotton.........c.ccoceevenennee. 181E
URL’s, various cotton...............ccccueeneen. 4
\
Violations
Loanand LDP........ccccccevvevvennne. 303
OVEIVIEW......cvvecieecieeciee e 301
Producer notification.................... 302
Recording in APSS ...........cocoveee. 304
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w
Warehouse
VA o] o] (017 | 121C
Loan eligibility .........ccocovrneen. 108A
RALES......coeiiieeieeee e 49C
Reinstatement.............ccoccevveniene 48E
Removal/suspension .................. 48B
Status notification by SCB............. 48
Storage charges........ccoocevvevecivennns 49
Termination..........ccceeevvenenieennnn 48C
Warehouse receipts
Acceptable, defined................... 164A
Addition to paper .........ccccceeuee. 164G
Complete downloaded ................. 342
Defined......ccccoovveveniniiieeen, 166A
Downloading.......cccccoeeeenveiiesennne. 341
Completing.......ccccoevveveinenne. 342
Transferring to APSS............. 343
Deleting from queue ........... 343C
Releasing.........cccooveveivieinennns 344
Merging files.........ccoovvniiiinnnnnn. 350
General process........cccccvevveiveennenn. 321
Processing .......ccocevveveererenennninns 341
Releasing
POLCY .o, 210
Reason Codes........ccccvvvennene. 344A
Selecting for........c.cccovenenne. 344B
Request for duplicate .................. 47B
Requirements .........c.ccocevvvernennen. 164
Splitting loan/LDP files................ 351
Transferring to APSS..........c........ 343
WED SItES ..o 4
Weight
Permitted range for bale............ 125C
Tare, acceptable ................... 125D, E
Wire transfer repayment .................... 209
Y
Yield, determination of eligible......119B
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Exhibit 16
(Par. 189, 242)

CCC-601, Commodity Credit Corporation Note and Security Agreement Terms and Conditions

This is an example of CCC-601.

4-7-09

This form is available electronically. See Page 6 for Privacy Act and Public Burden Statements.
CCC-601
(09-08-08) U.S. DEPARTMENT OF AGRICULTURE

Commodity Credit Corporation

COMMODITY CREDIT CORPORATION
NOTE AND SECURITY AGREEMENT TERMS AND CONDITIONS

1. GENERAL.
(a) Definitions. The following definitions shall apply to this form, CCC-601, and any appendix thereto.

"Amount Due' means that amount of the loan due CCC on the maturity date which is (A) the sum of: (1) the total loan
amount; (2)any applicable charges; as determined by CCC and applicable interest as provided in the definitions found in
this agreement, or (B) at CCC's discretion, an amount that is less than the sum of the amount of the loan principal plus
charges and applicable interest.

"CCC" means the Commodity Credit Corporation.

"Classification" means the measurement results provided by the Agricultural Marketing Service of color grade, leaf, staple
length, uniformity, extraneous matter and micronaire, and for upland cotton, strength.

"Collateral'* means the kind, class, type, and quantity of the commodity which has been pledged by the producer as
collateral for the satisfaction of the loan is identified in the Note. The collateral consists of (A) with respect to farm-stored
loans, the entire quantity of the commodity which 1s stored as identified in the Note and any authorized replacement of such
quantity; or (B) with respect to warehouse-stored loans, the commodity represented by the warehouse receipts identified in
the Note and any required supporting documents.

"Interest", if applicable, means (A) for a CCC commodity loan disbursed by CCC-184 and that has a total aggregate
principal amount of $500,000 or more, an amount calculated: (1) when repaid by wire transfer, on a daily basis from the date
of disbursement to, but not including, the second day before the date of repayment; or (i1) when repaid by other than a wire
transfer, on a daily basis from the date of disbursement through the day after the date of repayment; (B) fora CCC
commodity loan disbursed by EFT and that has a total aggregate principal amount of $500,000 or more, an amount calculated
(1) when repaid by wire transfer, on a daily basis from the date of disbursement to, but not including, the second day before
the date of repayment; or (ii) other than a wire transfer, on a daily basis from the date of disbursement to, but not including,
the date of repayment; (C) for loans disbursed by CCC-184, interest which has accrued on such amounts computed on a daily
basis from the date of disbursement to, but not including, the date of repayment; and (4) for loans disbursed by Electronic
Funds Transfer (EFT), interest which has accrued on such amounts computed on a daily basis from the date of disbursement
to, but not including, the second day before the date of repayment (7 CFR Part 1405).

"Loan Service Fee' means the service fee deducted at loan disbursement and is calculated as follows: (A) for wheat,

feed grains, oilseeds, lentils, dry peas, chick peas, wool, mohair, peanuts, rice, and seed cotton, the smaller of ' of 1 percent
(.005) times the gross loan amount or $45 per loan plus $3 for each storage structure, warehouse receipt, rick or module, as
applicable, over 1; (B) for ginned cotton, the smaller of !4 of 1 percent (.005) times the gross loan amount or $7.50 per loan
plus 90 cents for each bale; (C) for sugar, $60 per loan; and (D) for distress loans, $45 per loan.

""Note'* means any CCC Note and Security Agreement which by reference incorporates this form.

"Regulations' means the regulations in Title 7 of the Code of Federal Regulations which are applicable to the crop of the
commodity described in the Note.

"'Schedules of Premiums and Discounts'' means the premiums and discounts established by CCC which are applicable to
the grade or classification of the commodity as determined from the grading factors reflected on a: (A) warchouse receipt;
(B) Federal Grain Inspection Service official grading certificate; (C) Agricultural Marketing Service Classification; or

(D) Core test report from a CCC-approved testing facility. These premiums and discounts shall be used in the settlement of a
nonrecourse loan if the producer does not repay the loan as required by the program regulations. Copies of the schedules of
premiums and discounts are available in State or county Farm Service Agency offices.

"Total Loan Amount" means the amount so identified in the Note.

All other words and phrases shall have the meanings assigned to them in the regulations found at 7 CFR Parts 718, 1400,
1403, 1405, 1421, 1425, 1427, 1434 and 1435.
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CCC-601, Commodity Credit Corporation Note and Security Agreement Terms and Conditions
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CCC-601 (09-08-08) Page 2 of 6

(b) Joint and Several Liability. Each producer signing the Note is jointly and severally Liable for payment of the amount due.
If a producer has granted another person the authority to act on behalf of the producer with respect to any, or all, of the
provisions of this note, if the actions of such other person result in loss or damage to CCC, the producer and such person
shall be jointly and severally liable for payment to reimburse CCC for each losses or damages.

(c) Notification. Several of the terms and conditions of the Note require the producer to notify CCC of actions to be taken by
the producer. Any such netification must be made by notifying a representative of CCC at the Farm Service Agency county
office that prepared the Note. All notices which CCC must provide to the producer will be mailed to the producer at the
address maintained by that office. The producer will be deemed to have received such notice upon deposit, as first class or
priority mail, in the U.S. Mail.

(d) Applicable Sections. Except as may otherwise be stated herein: (i) Sections 1 through 3, 5 through 7 and 11 are applicable
to all loans; (i1) Section 4 is only applicable to nonrecourse loans; (iii) Section 8 is only applicable to farm-stored nonrecourse
loans; (iv) Section 9 is only applicable to warehouse-stored nonrecourse loans; (v) Section 10 is only applicable to recourse
loans.

(e) Applicable Regulations. The Note evidences a CCC loan made in accordance with Title 7 of the Code of Federal
Regulations. Applicable parts of Title 7 of the Code of Federal Regulations are incorporated by reference as a part of the
Note.

2. EQUAL OPPORTUNITY. Participation in CCC Programs is open to all eligible applicants without regard to race, color,
religion, national origin, age, sex, marital status, or disability.

3. LOAN MATURITY. The Note will mature at the earlier of the maturity date stated in the Note or any earlier date
determined by CCC. If CCC makes demand for payment before the stated maturity date, the producer will be notified in
writing of the accelerated maturity date.

4. LIQUIDATION OF NONRECOURSE LOANS. On or before the loan maturity date, the producer may repay the loan by
paying the amount due. If the producer repays the loan at a rate less than the sum of the loan principal plus charges and interest,
the producer must provide to CCC evidence of production of the commuodity which had been pledged as collateral for the loan.
In lieu of repayment of the amount due, the producer may, in accordance with Sections 8 and 9, deliver the collateral to CCC.

In the case of farm-stored loans, the producer shall bear all expenses including receiving charges of the delivery of the collateral
to the delivery point stated in the delivery instructions issued by CCC. The producer will pay to CCC any costs incurred by CCC
if the producer fails to deliver the collateral in accordance with such instructions. All wool and mohair nonrecourse marketing
assistance loans not repaid by the loan maturity date must be liquidated through local sales at the farm storage location within a
60-calendar day period at no storage expense to CCC. Any charges incurred by CCC as a result of the local sale will be paid by
the producer.

5. WAIVER OF PRESENTMENT. The producer waives presentment for payment, demand, protest, notice of protest, and notice
of non-payment of the Note.

6. PRODUCER'S RESPONSIBILITY.

(a) General. The producer must be in compliance with all applicable program requirements and must have beneficial
interest in the commodity pledged as collateral for the loan.

(b) Liens. The producer must pledge commodities that are eligible for loan and that are free and clear of all liens including
Federal and State tax liens, security interests, and other encumbrances. No additional liens or encumbrances shall be
placed on the loan collateral after the loan is approved.

() Movement of Collateral. The producer will not move any collateral from the location stated in the Note without prior
approval of CCC and then only in accordance with instructions issued by CCC or provisions of CCC-699C, Cotton Transfer
Agreement. If such movement is not completed as instructed by CCC or the collateral is disposed of, either CCC may at its
discretion accelerate the loan maturity date, assess liquidated damages as specified in Section 6(g), and take other
administrative actions, as determined appropriate by CCC, including denial of future loans.

(d) Access to Collateral. The producer will allow CCC to enter the ]El)remises and inspect the collateral. In the case
of high moisture collateral stored in oxygen-limiting structures, the producer must open the facility when requested by CCC
to permit inspection of the collateral. If safe access to the collateral is not provided or if the inspection cap on the facility is
not opened to permit visual inspection of the collateral, the loan maturity date may be accelerated.
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() Certification. The producer must provide an accurate certification of the quantity of the commodity to be pledged as
collateral for a loan. If CCC determines that the producer has filed an incorrect certification of such eligible quantity,
CCC may at its discretion accelerate the loan maturity date, assess liquidated damages, as specified in Section 6(g), and take
other administrative actions, as determined by CCC, including denial of future loans.

(0 Loss or Damaged Loan Collateral. The producer is responsible for any loss in quantity or quality of the commodity
pledged as collateral for a farm-stored or warehouse-stored loan. CCC shall not assume any loss in quantity or quality of the
loan collateral regardless of where stored.

(g) Liquidated Damages. If CCC determines that the producer has violated provisions of Sections 6(c), 6(e), or 7(a), liquidated
damages may be assessed on the quantity of the commodity which is involved in the violation. For each violation, CCC will
review the actions of the producer to determine if the producer acted in good faith to comply with such provisions.

(i) For producers determined to have violated provisions of Section 6(c) and if CCC determines that the producer acted n
good faith, liquidated damages may be assessed by multiplying the quantity involved in the violation by 10 percent of
the loanrate. The producer shall pay such liquidated damage penalties plus the lesser of (1) the principal amount of the
loan and charges plus interest, (2) CCC determined value on the date the violation occurred plus 15 percent of the
applicable loan rate with respect to the quantity involved in the violation within 30 days of notification by CCC, or CCC
will call the loan involved in the violation and require full payment at principal and charges plus interest. For honey, the
producer shall pay the principal amount of the loan and charges plus interest.

i) For producers determined to have violated provisions of Section 6(e) or 7(a), and if CCC determines the producer
acted in good faith, liquidated damages maybe assessed by multiplying the quantity involved in the violation by 10
percent of the loan rate. The producer shall pay such liquidated damages plus the principal amount of the loan and
charges plus interest with respect to the quantity involved in the violation, within 30 days of notification by CCC, or
CCC will call the loan involved in the violation.

(i) If CCC determines that the producer did not act in good faith with regard to the violation, or for cases other than the
first or second offense, CCC will call the loan involved in the violation and may assess liquidated damages computed
by multiplying the quantity involved in the violation by 10 percent of the loan rate. The producer shall pay such
liquidated damages plus the principal amount of the loan and charges plus interest.

h

E=

Delinquent Federal Nontax Debt. If it is discovered that a producer incorrectly certified to the DCIA question, the
producer will be notified that the loan must be repaid at principal and interest immediately.

If a producer receives a loan and 1t is later discovered that the producer has a delinquent Federal nontax debt, the producer
will be notified that the delinquent Federal nontax debt must be resolved before the final loan availability date for the
applicable commodity. If the delinquent Federal nontax debt is not resolved before the final loan availability date, the
producer must repay the loan at principal plus interest.

(i) Miscellaneous Charges. Miscellaneous charges, such as but not limited to storage and receiving are the sole responsibility
of the producer requesting the MAL or commodity loan.

7. LIABILITY OF PRODUCER.

(a) Fraud or Conversion. If the producer has made a fraudulent representation in obtaining the loan or has engaged in or
aided in the conversion of the collateral, the producer will be liable for the amount of the loan, for any additional amounts
paid to the producer, and for all costs which CCC would not have incurred had it not been for the fraudulent representation or
conversion, plus interest on such amounts. In addition, CCC may assess liquidated damages, as specified in Section 6(g), and
take other administrative actions, as determined by CCC, including denial of future farm-stored loans.

(b) Poisonous Substances and Contamination. The producer will be liable for any damage resulting from tendering to CCC
any commodity, whether or not accepted by CCC, containing mercurial compounds, toxin producing molds or other
substances poisonous to humans or animals.

(¢) Over-disbursement or Under-collection. If the amount disbursed under the Note exceeds the amount authorized
by the applicable regulations or a repayment made by the producer is insufficient to repay the amount due, the producer will
be liable for repayment of such amounts and charges, if any, plus interest.

It

E—

Claims. If the producer fails to settle the loan within 30 calendar days from the maturity date of the loan, or such other date
as CCC may agree to, a claim for the amount due will be established in accordance with applicable statutes and regulations.
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(e) Ineligible Commodities. If at any time CCC determines that the commodity pledged as collateral is ineligible to be
pledged as collateral for the loan, the producer shall be liable for the amount of the loan or if the producer repaid the loan at
a rate less than the sum of the loan principal plus charges and interest for the ineligible quantity, the producer must repay to
CCC the difference between such sum and the repayment amount, plus interest on such amounts. If the producer has
received credit from CCC for storage, such amount must also be repaid. Ineligible commodities may not be delivered to
CCC in satisfaction of the amount due, except as may be determined by CCC. If CCC allows the producer to deliver the
commodity to CCC in satisfaction of the amount due, the value of the commodity shall be determined as specified by either
Section S(b) or 9(c).

8. FARM-STORED NONRECOURSE LOANS.

(a) General. This section is applicable to a loan made with respect to collateral stored in CCC-approved storage under the
control of the producer and not in a public warechouse.

(b) Settlement. (1) If the producer elects to deliver the collateral to CCC in satisfaction of the amount due in accordance with
Section 4, CCC will not accept delivery of any quantity of commodity in excess of 110 percent of the eligible outstanding
loan quantity, at time of settlement, as determined by CCC. If a quantity in excess of the eligible quantity is included on the
warehouse receipt tendered to CCC for such delivery, the producer shall provide for the correction of such warehouse receipt
and other applicable documents. If the producer does not take action to correct such warchouse receipt, CCC shall provide
for such corrected documents and any charges incurred by CCC shall be for the account of the producer. The collateral shall
be delivered in bulk form except as determined by CCC. If the loan collateral is delivered to CCC in satisfaction of the
amount due, in accordance with Section 4, the value of the collateral for purposes of settlement will be determined using
the applicable schedules of premiums and discounts on the basis of the quality of the collateral for the quantity which is
delivered to CCC. (ii) Settlement of corn is collateral will be made on a shelled corn basis. (ii1) If the value of the collateral
at settlement is less than the amount due because of any loss in quantity or quality of the collateral, the producer will pay to
CCC the amount of such deficiency and charges, plus interest on such deficiency from the date of disbursement. (iv) If the
value of the collateral at or subsequent to the time of settlement 1s greater than the amount due, CCC will retain such excess
and will not pay such amount to any party. (v) If at any time prior to the maturity date of the loan the collateral can no longer
be properly stored due to deterioration or for any other reason, the producer may authorize CCC to sell such collateral on
behalf of the producer. (vi) Title to the collateral will vest in CCC only after delivery of the collateral to CCC in accordance
with Section 4.

9. WAREHOUSE-STORED NONRECOURSE LOANS.

(a) General. This section is applicable to a loan that has been made with respect to eligible commodities pledged as loan
collateral which is stored in a warehouse approved by CCC.

(b) Rights of CCC. At any time prior to the date CCC takes title to the collateral or the date the producer redeems such
collateral, in order to protect its interest, CCC may move the collateral from one storage location to another storage
location, take actions to protect or determine the quality of the collateral, or advance the maturity date of such loan. Any
charges incurred by CCC as the result of such actions will be paid by the party redeeming such collateral

(c) Settlement. (i) If the producer elects to forfeit the collateral in satisfaction of the amount due in accordance with
Section 4, the value of the collateral for purposes of settlement will be determined using the applicable schedules of
premiums and discounts on the basis of the weight, grade, and other quality factors stated on the warehouse receipt or
supporting documents. (ii) If the value of the collateral at or subsequent to the time of settlement is less than the amount due,
the producer will pay to CCC the sum of the amount of such deficiency plus charges, and interest which has accrued on such
deficiency from the date of disbursement. (iii) If the value of the collateral at settlement is greater than the amount due, CCC
will retain such excess and will not pay such amount to any party. (iv) Title to the collateral will vest in CCC on the day
following the loan maturity date. (v) CCC may elect to calculate such settlement values based on the net weight, good
condition, and classification as reflected on the warehouse receipt delivered to CCC, whether such receipt is the receipt
issued by the original storing warehouse and presented for calculating the loan amount or a receipt issued by a subsequent
warehouse due to the transfer of such commodity while pledged as collateral for a CCC loan.

(d) Cotton Loan Redemptions and Settlement. (i) The amount by which an upland cotton loan repayment value may be
reduced for the value of storage charges during the period of the loan shall be zero for any period the cotton is stored outside
and shall otherwise be calculated based on the maximum payment rate determined for the warehouse and announced by
CCC. Cotton shall be considered by CCC to be stored outside if it is stored outside any time during the period of the loan
exceeding the 15-day period that starts with the first day the warehouse is notified the cotton is pledged as collateral for a
CCC loan. (i) If the producer elects to forfeit either upland cotton or ELS cotton loan collateral to CCC in satisfaction of the
amount due in accordance with Section 1(a), the producer shall pay to CCC: (at rates that are specified in the storage
agreement between the warehouse where the cotton is stored and CCC) (1) all warehouse storage charges associated with the
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forfeited cotton that accrued before the cotton was pledged as collateral for the loan; (2) any accrued warehouse

recelving charges associated with the forfeited cotton, including, if applicable, charges for new bale ties, unpaid warehouse
compression, or other charges as may be levied by the storing warehouse; and (3) Warehouse storage charges for periods of
outside storage or charges that exceed the maximum storage credit rates for the loan period paid by CCC to the warehouse.

Transfer of CCC Upland or ELS Cotton or Peanut Loan Collateral. Collateral for an upland or ELS cotton or peanut
marketing assistance loan may be transferred from a CCC-approved warehouse to another CCC-approved warehouse if CCC
holds as security for the loan a warehouse receipt with respect to such commodity and the following terms and conditions of
this subsection are met. (1) The producer may grant authorization to transfer loan collateral only to the agent designated and
authorized by the producer to redeem all or a portion of the loan collateral. Any authorization to transfer loan collateral
granted by the producer may be transferred by such agent of the producer to a subsequent agent as provided by the terms of
applicable CCC forms. A producer is not obligated by CCC to grant authorization to transfer loan collateral as a condition of
designating and authorizing any agent to redeem from loan all or a portion of the loan commodity. (i1) CCC will calculate any
loan redemption for transferred cotton based on the credits, and charges with respect to the shipping warehouse under the
transfer authorization. If a producer delivers transferred cotton to CCC in satisfaction of a loan obligation, CCC will settle
such collateral delivery based on the charges effective at the receiving warehouse plus any unpaid charges at the shipping
warehouse. (iii) As a condition for CCC to approve the transfer of cotton loan collateral, the requestor of a transfer, whether
such requestor is the producer, or the producer's agent, must agree to pay all charges that may result from such transfer or
intended transfer and be responsible for all losses of quantity or quality that result from the transfer. Despite any such
agreement, the producer is responsible for any charges associated with the transfer of CCC cotton loan collateral including
those that are not paid by any agent, or subsequent agent, the producer authorized to request such a transfer and who agreed to
pay such charges. All such unpaid charges are for the account of the producer and shall not be charged to the outstanding
balance of the loan obligation. CCC will not assume any liability for any charge associated with the transfer of any cotton
loan collateral. (iv) The producer is responsible to CCC for all losses of quantity or quality associated with the transfer of
CCC cotton loan collateral including unpaid losses on transfers made at the request of an agent of the producer even if the
agent had agreed to pay such charges. CCC does not assume any loss in quantity or quality resulting from transfer of the loan
collateral. (v) If at any time prior to the maturity date of the loan the collateral can no longer be properly stored due to
deterioration or for any other reason, the producer may authorize CCC to sell such collateral on behalf of the producer. (vi)
Title to the collateral will vest in CCC only after delivery of the collateral to CCC in accordance with Section 4.

(e

'

10. RECOURSE LOANS.

(a) General. CCC may make recourse loans available to eligible producers of high moisture corn, high moisture grain
sorghum, seed cotton, and other commodities, as determmed by CCC. If such loans are available, the producer is liable

for the entire amount due and may not deliver the collateral to CCC n satisfaction of the amount due, except as may be
determined by CCC.

(b) Availability of Nonrecourse Loans. In limited circumstances, CCC may allow the producer to pledge as collateral for a
nonrecourse loan the commodity which has been previously pledged as collateral for a recourse loan. The maturity date
for such loans shall be as determined by CCC. If this option is made available by CCC, the producer must immediately
repay the entire amount due under the recourse loan.

(¢) High Moisture. Producers of corn and grain sorghum who normally harvest all or a portion of their crop in a high moisture
condition may obtain recourse loans from CCC. High moisture means moisture content in excess of: (1) for comn, 15.5
percent; and (ii) for grain sorghum, 14.0 percent. Producers of such high moisture commodities who deliver such
commodities to a feedlot, feed mill, or commercial or on farm high moisture storage that does not meet CCC's requirements
for approved storage may acquire, in the same county, a like quantity of such commodity to replace the applicable quantity of
high moisture feed grains to obtain a loan. Such producers must: (1) complete the applicable CCC forms; and (i1) provide to
CCC: (A) certified scale tickets which adequately describe the commodity, the weight of the commodity and the moisture
content of the commodity; or (B) if such scale tickets are not available, measurements of the high moisture feed grain made
while the commodity was in the field or in storage. Such loans will be made on a quantity of feed grains of the same crop
acquired by the producer equivalent to a quantity not to exceed the quantity determined by multiplying: (i) the acreage of the
feed grain in a high moisture condition harvested on the producer's farm; by (i1) the lower of the farm program yield or the
actual yield on a field, as determined by the Secretary, that is similar to the field from which such high moisture feed grains
were obtained.

(d) Seed Cotton. The producer may, prior to the maturity date, with the written approval of CCC move seed cotton
from the location where stored to a gin in order to gin such cotton and sell the cottonseed obtained therefrom. (i) If prior to
the maturity date the amount due has not been paid, the producer will pay to CCC an amount equal to the proceeds obtained
from the sale of the cottonseed and the lint cotton or, if a loan or loan deficiency payment is made by CCC with respect to
the lint cotton, CCC will deduct the amount due from any such proceeds which are disbursed. (i1) If prior to the maturity
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Exhibit 16
(Par. 189, 242)

CCC-601, Commodity Credit Corporation Note and Security Agreement Terms and Conditions
(Continued)
*

4-7-09

CCC-601 (09-08-08) Page 6 of 6

date the amount due has not been paid or the collateral has not been ginned, the producer must, as instructed by CCC, move the
collateral to a gin at the producer's expense. If the producer fails to move the collateral as instructed by CCC, CCC may enter
the premises and remove, gin, and sell the collateral. Any proceeds from the sale of the collateral will be retained by CCC and
applied to the amount due. (ii1) If the amount due has not been paid and warehouse receipts have been issued with respect to
lint cotton obtained from the collateral, the producer will deliver the receipts to CCC or allow CCC to obtain from any person
such receipts. CCC may sell such cotton, if the amount due has not been paid by the maturity date.

(e) Discretionary Loans. Commodities which are pledged as collateral for a non-recourse loan as provided in Sections 8 and 9 but
which are determined to be ineligible to be pledged as collateral for such a loan due to the quality of the commodity or other
factors affecting value of the commodity; or the storage of the commodity 1s unapproved storage, may, at CCC's sole discretion,
be pledged as collateral for a recourse loan.

(D Settlement. (1) If CCC allows the producer to deliver to CCC in satisfaction of the amount due the quantity of the
collateral which is described in the Note, the value of the collateral for purposes of settlement will be equal to the proceeds
received from the sale or barter of the commodity. Title to the collateral will vest in CCC only after delivery of the collateral to
CCC in accordance with Section 4. (ii) If the value of the collateral at settlement is less than the amount due, the producer will
pay to CCC the amount of such deficiency plus charges, and applicable interest with respect to such deficiency from the date of
disbursement. (iii) If the proceeds received from the sale or barter of the commodity are greater than the sum of the amount due
plus any costs incurred by CCC in conducting the sale of the commodity, the amount of such excess will be paid to the producer
or, if applicable, to any secured creditor of the producer.

11. ADMINISTRATIVE AND JUDICIAL REVIEW.

The producer may obtain an administrative hearing in accordance with 7 CFR Part 780 with respect to a dispute arising
between CCC and the producer concerning the Note, and must exhaust such administrative remedy prior to initiating a judicial
action in a court of competent jurisdiction.

NOTE: The authority for colfecting the following information is Pub. L. 110-246. This authority allows for the collection of information without prior
OMB approval mandated by the Paperwork Reduction Act of 1995. The time required to complete this information collection is estimated
to average 21 minutes per response, including the time for reviewing insiructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information.

The following statement is made in accordance with the Privacy Act of 1974 (5 USC 552a) and the Paperwork Reduction Act of 1995, as
amended. The authorify for requesting the folfowing information is the Food, Conservation, and Energy Act of 2008. The information will
be used to monitor coliateral placed under loan in the commodity loan program. Failure fo provide the required information will resuif in
denial to move loan collateral for rotation or transfer. This information may be provided to other agencies, IRS, Department of Justice, or
ofher State and Federal law enforcement agencies, and in response fo a court magistrate or administrative tribunal. The provisions of
criminal and civil fraud statutes, inciuding 18 USC 286, 287, 371, 641, 651, 1001, 15 USC 714m; and 31 USC 3729, may be applicable to
the information provided. RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and acfivities on the basis of race, color, national origin, age, disability, and where
applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic information, political beliefs, reprisal, or because alf or part of an individual's
income is derived from any public assistance program. (Not all prohibited bases apply to alf programs.) Persons with disabilities who require alternative means for
communication of program information (Braifle, large print, audiotape, efc.) should contact USDA's TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of
discrimination, write to USDA, Director, Office of Civil Rights, 1400 Independence Avenue, S.W., Washington, D.C. 20250-9410, or calf (800) 795-3272 (voice) or (202)
720-6382 (TDD). USDA is an equal opportunity provider and employer.
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*--Areas Approved for Outside-Stored Loan Bales

Exhibit 18.5
(Par. 121, 222.5, 222.6)

Outside-stored loan bales are approved in the following areas.

*

Crop | Type
Year | Cotton | Type Loan State Approved Areas
2007 | Upland | Warehouse- | AZ, CA, FL, | Entire State
Receipted MO, OK, TX
ELS Warehouse- | AZ, CA, FL, | Entire State
Receipted MO, OK, TX
Farm-Stored | AZ Maricopa, Pinal, and Yuma Counties
CA e Imperial and Kings Counties.
e Fresno County west of Hwy 90.
e Kern and Tulare Counties west of Hwy 99.
e Merced County south of Hwy 152.
NM Dona Ana and Luna Counties
TX El Paso County
2008 | Upland | Warehouse- | FL, KS, MO | Entire State
Receipted
ELS Warehouse- | FL, KS, MO | Entire State
Receipted
Farm-Stored | AZ Maricopa, Pinal, and Yuma Counties
CA e Imperial and Kings Counties.
e Fresno County west of Hwy 90.
e Kern and Tulare Counties west of Hwy 99.
e Merced County south of Hwy 152.
NM Dona Ana and Luna Counties
X El Paso County
4-7-09 7-CN (Rev. 15) Amend. 41 Page 1
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Exhibit 19
(Par. 222.7)

1 ELS Appendix, Note and Security Agreement Terms and Conditions for Outside
of ELS Cotton

is an example of CCC-601 ELS Appendix.

This form is available electronically.
CCC-601-ELS Appendix U.S. DEPARTMENT OF AGRICULTURE
(04-02-09) Commodity Credit Corporation

APPENDIX TO CCC-601, NOTE AND SECURITY AGREEMENT TERMS
AND CONDITIONS FOR OUTSIDE STORAGE OF ELS COTTON

NOTE: The primary authorily for and the i o o ibed on this fom 15 the Food, Conservation, and Energy Act of 2008 (Pub. L. 1 l'cl-:?dﬂ ano‘ any amendments io
such act as may follow). The information will be used fo complete the terms of an ag the s operaror and CCC. Fn g the is volunkary,
however, without it, eligibility fo enter into an agreement with CCC cannol be determined. Fsr.rum te fumish the fe on will resull in a de i of ineligibility for certain

program benefits and olfver financial assistance administered by USDA. This information collected as a result of this form may be fo USDA . USDA

authonized USDA cooperators wiho are bound to safeguard the informalion under Section 1673 of the Food. Conservalion, and Energy Act of 2008, the Privacy Act of 1974, the E-
Govemmaent Act of 2002, and related authorities.

This ink 1 fection is d from the P, rk kiction Act, as it is required for administration of the Feod, Cmsor\famn and Energy Act of 2008 (see Pub. L. 110-2486, Titla |,
Subtitle F - Administration). The provisions of criminal and civl fraud, privacy and other statutes may be i fo the i [t RETURN THIS COMPLETED FORM TO
YOUR COUNTY FSA OFFICE.

PART A - TERMS AND CONDITIONS

A producer submitting cotton to the Commodity Credit Corporation (CCC) as collateral for a marketing assistance loan may store such collateral
outside subject to the following terms and conditions:

(1) Collateral Identification. The producer must identify all outside-stored cotton loan collateral by providing CCC, for each individual bale, the
gin code number (3-digit number) and gin bale number (gin-assigned 7-digit number) as presented to the Agricultural Marketing Service (AMS)
for classification services, and the bale net weight.

(2) Collateral Location. The producer must provide CCC the address, and any additional storage location information suflicient to enable a CCC
representative to locate the cotton.

(3) Classification Information for Forfeited ELS Cotton. The producer is responsible to provide, within 30 days after the date of delivery of the
cotton into a warehouse designated by CCC, AMS classification information, based on bale samples collected by an AMS-approved sampler.

(4) Settlement. Notwithstanding provisions ol paragraph 9(c) of the Note and Security Agreement Terms and Condition (form CCC-601), if the
producer elects to forfeit outside-stored loan collateral in satisfaction of the amount due: (i) the value of the collateral for purposes of settlement
will be determined using the applicable schedules of premiums and discounts on the basis of the classification information provided after
delivery of the cotton to CCC: and. (ii) the collateral shall be delivered to CCC in the original bags with original bale identification as provided
by the ginner.

(5) Settlement Charges. If the producer forfeits outside-stored ELS cotton loan collateral to CCC in satisfaction of the amount due, the producer is
liable, in addition to charges included in paragraph 4 of the Note and Security Agreement Terms and Condition (form CCC-601), for (i)
expenses or charges associated with the storage of the cotton during the period of the loan, and (ii) charges levied by the warchouse associated
with receiving, weighing, compression, issuance of an electronic warchouse receipt, other charges as may be levied by the warehouse specific to
oulside-stored cotton, and for classification services as required under paragraph (3) of this appendix.

PART B - PRODUCER CERTIFICATION

Taccept that the terms and conditions of this appendix apply to the cotton pledged as collateral for this loan. [ certify that the cotton pledged as collateral for this loan
is packaged in a hermetically sealed bag, packaged ar a measwred internal humidity level established by the gin as appropriate to safeguard cotton quality, using
packaging mﬂ!ermh that meet or exceed industry minimum standards. I further certify that the cotton pledged as collateral for this loan meets the quality requirements
set forth at 7 CFR 1427 5¢c), has not been ginned on a saw gin, is not represented by a warehouse receipt, and is not reginned, repacked, mived ELS and upland
cotton, or fire damaged or water damaged. | further certify that the siorage area is suitable for cotton storage, is constructed to prevent water accumulation under the
cotton and is serviced by bale handling and transport equipment that will not damage the sealed bag or degrade the drainage characteristics of the storage area.

1A. Signature of Contact Producer 1B. Title/Relationship (of the individual signing in the 1C. Date
Representative Capacily)
Is/ James Smith March 3, 2009
2A. Signature of Other Producer 2B. Title/Relationship (of the individual signing in the 2C. Date
Representative Capacily)
/s/ James Smith March 3, 2009
3A. Signature of Other Producer 3B. Title/Relationship (of the individual signing in the 3C. Date
Representative Capacity)
/s/ James Smith March 3, 2009
The U.S. Department of Agriculiure (USDA) prohibits discrimination in all its programs and acr:vmes on fhe basis of race, color, national origin, age, disability, and where
applicable, sex, marital status, familial status, parental status, religion, sexual orientation, g e tion, poliical beliefs, reprisal, or because all or part of an individual’s

income is derived from any public assistance program. (Not all prohibited bases apply to all programs.) Persons with disabilities who require alternative means for
communication of program information (Brailfe, farge print, audiotape, etc.) should contact USDA's TARGET Center at (202) 720-2600 (voice and TDD). To file a complaint of
discrimination, write to USDA, Director, Office of Ciwil Rights, 1400 Independence Avenue, S.W., Washinglon, D.C. 20250-9410, or call (800) 795-3272 (voice) or (202) 720-
6382 (TOD). USDA is an equal opportunity provider and employer.

4-7-09

*

7-CN (Rev. 15) Amend. 41 Page 1






Exhibit 20
(Par. 210.7)
Guide for Using CCC-605 and EAD

*--County Offices shall follow these table instructions for setting the EAD status flag.--*

WHEN redemption
requests is made
through...

AND EAD status flag
for loan is set to...

THEN...

CCR by merchant who
is EAD

uYeSH

CCC-605 is faxed to County Office by any
merchant only to set flag and cotton is
released to EAD, not necessarily to agent
shown on CCC-605

an original CCC-605 identifying EAD is not
required in County Office for CCR loan
redemption to occur or for County Office to
enter the redemption into APSS.

County Office by
merchant

“No”, and EAD status
is known to have never
been set to “Yes”

This is the
common
situation for
merchants not
using CCR to
redeem cotton.

Note:

merchant must present CCC-605 that
authorizes the merchant to redeem the
requested loan collateral

County Office processes loan redemption
under traditional (non-CCR process) and
releases cotton

EAD status flag is never set to “Yes”.

CCR by merchant who
is not EAD

uYeSH

County Office would not be aware of this
redemption request

CCR rejects request; no invoice is sent to
County Office and no County Office action
occurs.

CO by producer

“YeS"

producer must cancel CCC-605 in writing

County Office sets flag to “No” to stop
redemption requested in CCR by any EAD.

County Office by
producer

Note: This event
possibly occurs if
a producer does
not designate
agent and redeems
own cotton.

L‘NOH

producer must cancel any outstanding
CCC-605 in writing before redemption can be
processed.
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Exhibit 20

(Par. 210.7)
Guide for Using CCC-605 and EAD (Continued)
WHEN AND EAD
redemption status flag
requests is made |for loan is
through... set to... THEN...
County Office by |“No” County Office must check COPS to determine whether the
any merchant because a | merchant requesting the redemption is EAD or not and take the
producer following action.
cancelled | IF the merchantis... | THEN...
CCC-605 |EAD in COPS producer only must reset flag to “Yes”
and the flag for EAD to be able to redeem at County
was reset Office.
from “Yes” | not EAD in COPS producer has executed 2 competing
to “No” and presents CCC-605 | CCC-605’s. County Office shall require
to County Office producer to take 1 of the following
actions before any redemption is
processed:

e cancel both CCC-605’s in writing and
redeem loan with producer’s own
funds

e cancel, in writing, CCC-605 of
non-EAD merchant and allow EAD to
redeem the cotton

e instruct current EAD to designate
non-EAD merchant as new EAD,
allowing new merchant to redeem
under CCR.

not EAD in COPS this merchant is ineligible to redeem the

and does not present | requested cotton.

CCC-605
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