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Multi-Family Housing Reserve Account Deposit Agreement

Name of Depositor



Social Security or Tax Identification Number

	     
	     


Name of Financial Institution

Address of Financial Institution

	     
	     


Date




Account Number

	     
	     


This agreement is made on the date indicated above, between the United States of America, acting through United States Department of Agriculture, Rural Development, herein called “USDA”, and the above-named Depositor, called the “Depositor”. 

In consideration of loans or other advance of funds made by USDA and the depositing in the Financial Institution, to the credit of the Depositor in the account established pursuant to this agreement, of moneys, derived from such loans or other advance of funds, or moneys otherwise obtained by the Depositor, it is agreed as follows:

1. The Depositor assigns, transfers, and pledges to USDA the above mentioned account and deposits, made before or after this agreement, and conveys to USDA a security interest in all money deposited in this account, as security for the repayment of any and all indebtedness now or later owed by the Depositor to USDA, and for the performance of the obligations and agreements of the Depositor in connection with such advance or indebtedness.  

2. No part of such deposit, account or money shall be withdrawn by the Depositor except on the order of the Depositor and the counter-signature of a duly authorized represented of USDA:  Provided, however, that at any time upon written demand or order by USDA the Financial Institution shall pay over the balance then on hand, or any part of the balance demanded, for application on the indebtedness or as a return of grant funds to USDA or for protection of USDA’s lien or security or to accomplish the purpose for which such advances were made:  Provided, further, that the death, disability, or insolvency of the Depositor shall not impair the power of the USDA State Director to demand or order such withdrawal.  

If a check is delivered to a payee before counter-signature, the check must bear the following legend:  “Valid only upon countersignature of USDA Rural Development”. 


3. No part of such deposit, account or money will be further pledged or taken as security without USDA’s prior written consent.  


4. USDA encourages funds to be deposited in an interest bearing account.


5. The account is maintained in an authorized Financial Institution (bank, savings & loan, credit union, brokerage firm, or mutual fund).  Deposited funds are insured to protect against theft and dishonesty.  If the Financial Institution is a bank, the bank must be a member of the FDIC.  If the Financial Institution is a savings and loan, the savings and loan must be a member of the FSLIC.  If the Financial Institution is a credit union, the credit union must be a member of the NCUA.  If the funds are Federally insured, any amount held above the Federal insurance ceilings established must be backed by a pledge of collateral from the financial institution or otherwise covered by non-Federal insurance against theft and dishonesty.  


6. This account represents an authorized investment deemed to be of acceptable risk such that the potential for any loss is minimal.  This account meets the criteria established in USDA regulations:


a.  Investment vehicles and institutions. Reserve account funds may be held in the form of a checking, savings, negotiable order of withdrawal, or similar account at a Federally insured domestic institution such as a bank, savings and loan, or credit union.  Reserve account funds may be held in the form of readily marketable obligations of the United States Treasury Department (e.g., U.S. Treasury bonds, U.S. Savings bonds, zero coupon bonds, etc.) at a Federally insured domestic institution or at an insured domestic institution authorized to sell securities.  Reserve account funds may also be held in the form of an account (the account may be a tax exempt account or a taxable account) established at an insured domestic institution authorized to sell securities (the institution may or may not charge brokerage fees), provided the accounts so established meet the remaining conditions set out herein and are not used in a speculative manner.

(b)  Limitations on investments in securities.  Any securities must be backed by the United States (U.S.) Government or an Agency of the U.S. Government, or be triple A (AAA) rated Government National Mortgage Association collateralized tax-exempt bonds or be AAA rated prerefunded bonds.  Prerefunded bonds are bonds that originally may have been issued as general obligation or revenue bonds but are now secured, until the call date or maturity, by an "escrow fund" consisting entirely of direct U.S. Government obligations that are sufficient for paying the bondholders.  

(c)  Reporting actual costs of securities.  In order to assure that required amounts have been paid into the reserve account, the actual costs of securities (which in many cases may not be the face value) must be shown on the project books.  In addition, details of these transactions should be disclosed in footnotes to financial information provided to the Agency.

(d)  Security sales.  When the Agency approves withdrawals from the reserve account and the funds are invested in securities, borrowers must, to the extent that securities are available, assure that securities are sold in an amount which results in proceeds sufficient to cover the disbursement.

(e)  Forecasting security sales.  Since the sale or redemption of any securities may result in cash proceeds of less than the amount invested, borrowers should take steps to minimize the risk of loss from converting securities to cash.  Needed reserve account withdrawals should be forecasted well in advance to permit Agency approval of anticipated needs such that security sales can be arranged to be sold in favorable market conditions.  When sales of securities take place the proceeds will normally be held in a reserve fund at a domestic bank, savings and loan, credit union, or similar institution insured by an Agency of the Federal Government until such time as withdrawals are actually needed for the purposes authorized.  Should unusual circumstances require the sale of securities in unfavorable market conditions the borrower will not be required to reimburse the project for any losses incurred.

(f)  Knowledge required of securities investors.  Those investing in securities must be knowledgeable of common industry practices prior to investing in securities.  Knowledge of the various fees that may be associated with the purchase and sale of securities and the maintenance of security accounts must be considered when making security investments (e.g., front end loads or fees, back end loads or fees, maintenance fees, etc.).  Such fees may be paid by the general operating account or by the reserve account.  However, the Agency must give its prior consent before reserve account funds may be used. 

(g)  Financial advisor limitations.  Project proceeds may not be permitted to be used to pay for the services of a financial advisor to assist in the selecting of securities for investments, since the securities permitted are relatively limited and must meet the requirements set out herein.  However, normal brokerage fees may be paid to secure and sell securities.  It is recognized that financial advice may also be provided as part of the normal brokerage fee service package to consummate the purchase and sale of securities.  Separate financial advisor services fees, apart from normal brokerage fees, are prohibited, however. 


7. This account or a replacement account will be maintained for the full term of the Depositor’s USDA loan.  The Depositor may close this account and replace it or consolidate it with another account only with the prior written consent of USDA.  


8. The Depositor acknowledges that USDA will not monitor or reconcile the reserve account activity statements issued periodically by the Financial Institution holding the funds.  If disputes arise or the Depositor is in violation of USDA regulations, USDA may require account activity statements.  

IN WITNESS WHEREOF, the parties have entered into this agreement as of the day and year first written above.

Depositor:




USDA Rural Development:

BY_________________________________

BY_________________________________



____________________________________
____________________________________

Name





Name


____________________________________
____________________________________

Title





Title


Page 1 of 2
Position 2


