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Marketing Assistance Loan and 
LDP Eligibility

For a commodity to be eligible 
for a marketing assistance loan 
or a loan deficiency payment 
(LDP), the producer must have 
beneficial interest in the commodity 
in addition to other eligibility 
requirements.

Beneficial Interest

A producer retains beneficial 
interest in the commodity if all 
of the following remain with the 
producer:

Control of the commodity; 
Risk of loss; 
Title to the commodity. 

For LDPs, the producer must retain 
beneficial interest in the commodity 
from the time of harvest through 
the date the LDP is requested.

For marketing assistance loans, 
the producer must retain beneficial 
interest in the commodity from the 
time of harvest through the date the 
loan is redeemed or Commodity 
Credit Corporation (CCC) takes title 
to the commodity.

When beneficial interest in the 
commodity is lost by the producer, 
the commodity remains ineligible 
for a marketing assistance loan 
or an LDP even if the producer 
regains beneficial interest.





Control

A producer is considered to have 
control of the commodity if the 
producer retains the ability to 
make all decisions affecting the 
commodity, including movement, 
sale, and the request for a 
marketing assistance loan or an 
LDP.

Risk of Loss

A producer is considered to have 
the risk of loss in the commodity if 
the producer is responsible for loss 
of or damage to the commodity. 
If the commodity is insured, any 
indemnity must be payable to the 
producer.

Title

A producer may be considered to 
have title to the commodity if the 
producer has not sold or delivered 
the commodity, including the 
delivery of warehouse receipts. 

Selling Equity

If a producer receives any payment 
that would give the buyer any share 
of the equity in the commodity, such 
commodity is immediately ineligible 
for a marketing assistance loan 
and an LDP.  If a producer sells 
any equity in the commodity after 
it has been pledged as collateral 
for a marketing assistance loan, 
repayment of the loan principal and 
charges, plus interest, is required.

Option to Maintain Beneficial 
Interest

An option to purchase is an 
agreement allowing the buyer, at 
the buyer’s option, to enter into 
a contract at a later date to buy 
the commodity.  The option does 
not give the buyer any interest in 
the commodity and expires at a 
specified time.

Payments

If a producer has entered into an 
option to purchase contract, the 
producer may receive a payment 
and retain beneficial interest if 
such option to purchase contract 
contains a provision written as 
follows:

“Notwithstanding any other 
provision of this option to purchase, 
title; risk of loss; and beneficial 
interest in the commodity, as 
specified in (Insert applicable 
Code of Federal Regulations 
listed below), shall remain 
with the producer until the 
buyer exercises this option to 
purchase the commodity.  This 
option to purchase shall expire, 
notwithstanding any action or 
inaction by either the producer or 
the buyer, at the earlier of: (1) the 
maturity of any Commodity Credit 
Corporation loan which is secured 
by such commodity; (2) the date 
the Commodity Credit Corporation 
claims title to such commodity; or 
(3) such other date as provided in 
this option.”
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Applicable Code of Federal 
Regulations References:

7 CFR Part 1421 (for wheat, 
feed grains, oilseeds, rice, and 
farm-stored peanuts); 
7 CFR Part 1427 (for cotton); 
and
7 CFR Part 1434 (for honey). 

Insertion of this language into a 
sales contract does not mean that 
the producer retains beneficial 
interest when a payment is made 
under such a contract.

Sales Contracts and Loss of 
Beneficial Interest

A sales contract, including advance 
sales contracts, contracts to sell, 
price later contracts, and contracts 
for future delivery, gives the buyer 
an interest in the commodity at a 
time set forth in the contract or at a 
time implied by law.

If a producer has or will receive 
a payment in return for the sales 
contract, beneficial interest is lost 
when the payment is made.

A producer will lose beneficial 
interest upon signing any contract 
which contains clauses restricting 
the producer’s decision to obtain a 
marketing assistance loan or LDP 
from CCC, such as:

The buyer may require the 
producer to obtain a marketing 
assistance loan or an LDP; 
The producer may obtain a 
marketing assistance loan or 
an LDP, only with prior approval 
obtained from the buyer. 




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

Subject to CCC Determination

All marketing assistance loans or 
LDPs requested shall be subject 
to a determination by CCC of such 
producer’s eligibility to receive a 
marketing assistance loan or an 
LDP, based on a review of any 
option to purchase or sales contract 
involving the commodity.

                 

The United States Department of Agriculture 
(USDA) prohibits discrimination in all its pro-
grams and activities on the basis of race, color, 
national origin, sex, religion, age, disability, politi-
cal beliefs, sexual orientation, or marital or family 
status.  (Not all prohibited bases apply to all 
programs.)  Persons with disabilities who require 
alternative means for communication of program 
information (Braille, large print, audiotape, etc.) 
should contact USDA’s TARGET Center at 202-
720-2600 (voice and TDD).

To file a complaint of discrimination, write USDA, 
Director, Office of Civil Rights, Room 326-W, 
Whitten Building, 1400 Independence Avenue, 
SW, Washington, DC 20250-9410 or call (202) 
720-5964 (voice and TDD).  USDA is an equal 
opportunity provider and employer.

 


