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Guaranteed Loan Limits Have Increased

Effective October 2, 2003, FSA’s guaranteed loan limits have increased.  Limits include new guaranteed loan(s) plus any outstanding direct or guaranteed principal balances, as indicated, owed by anyone who will sign the promissory note.

The total outstanding:

· combined guaranteed farm ownership (FO) and operating loan (OL) principal balance cannot exceed $782,000;

· direct and guaranteed FO principal balance cannot exceed $782,000;

· direct and guaranteed OL principal balance cannot exceed $782,000; and

· direct and guaranteed FO and OL principal balance cannot exceed $982,000.
FSA FY 2003 Statistics

The following statistics are for fiscal year 2003, which began on October 1, 2002:

· As of September 30, 2003, FSA obligated 4,198 guaranteed FO loans totaling $1.2 billion; 6,576 guaranteed regular OL and LOC loans totaling $1.01 billion; and 2,213 guaranteed interest assistance loans totaling $418 million.

· The National delinquent dollar amount is 2.43 percent.

· The delinquent dollar amount is $211,683,047.

· Average delinquent dollar amount by loan type:

Guaranteed Farm Ownership
$59,875

Guaranteed Operating Loan
$49,529

Guaranteed Line of Credit
$84,528

· In FY 03, FSA paid 1,020 loss claims totaling $58 million and received 351 recoveries from lenders totaling $1.6 million.

· Average loss claim payment paid by loan type:

Guaranteed Farm Ownership
$81,137

Guaranteed Operating Loan
$56,561

Guaranteed Line of Credit
$56,595
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Proposed Funding For FY 2004

The USDA budget for FY 2004 has not yet been approved.  FSA is operating on a continuing resolution through the end of January.  The table below shows the President’s proposed budget for FY 2004.  However, these numbers are likely to change during the budget process.
Program
Funding

Direct Operating
$ 650,000,000

Guaranteed Operating  - unsubsidized
$ 1,400,000,000

Guaranteed Operating - subsidized
$ 300,000,000

Guaranteed Farm Ownership
$ 1,000,000,000

Direct Farm Ownership
$ 100,000,000

Boll Weevil
$ 60,000,000

Indian Land
$ 2,000,000

Total
$ 3,512,000,000

Lenders can get up-to-date funding information at: http://www.fsa.usda.gov/dafl/funding.htm 

Offsetting Guaranteed Loan Debtors

Final loss claim payments made on behalf of guaranteed loan debtors with loans approved after July 20, 2001, are collectible under the Federal Claims Collection Standards, and are eligible for offset under the provisions of the Debt Collection Improvement Act (DCIA).  Debtor(s) include any of the following:  the borrower, co-borrower, individual entity members and co-signers.  

DCIA requires FSA to offset any eligible Government payments, including FSA program payments and IRS refunds, due the debtor(s) until the Federal debt is satisfied.

As of October 23, 2003, FSA had referred $1.5 million for Internal Administrative Offset and $114,406 had been referred to the Department of Treasury for offset.

2-FLP Handbook Amendments
Handbook 2-FLP “Guaranteed Loan Making and Servicing” was amended on October 2 and November 7, 2003.  The major changes include:

· An update to the Agency’s program loan limitations for FY 04.

· Guidance for completing the FSA-1980-19, Guaranteed Loan Closing Report for interest assistance loans, calculating Average Daily Principal balance and interest assistance payments and calculating interest assistance for loans with interest rates below 4 percent.

· Clarification of annual analysis requirements.

· Waiver of appraisal requirement for subordination requests for refinancing existing real estate debt when no additional debt is being incurred.

· Clarification that security released outright, with no consideration, cannot be significant income-generating property.

· Clarification on the use of deferrals on LOC loans.

· Numerous clarifications on submitting estimated and final loss claims.

· Clarification that FSA will pay the holder interest that accrues based on the accrual method established in the promissory note. 

The latest amendments are available to view or download at: http://www.fsa.usda.gov/dafl/guaranteed.htm
Stakeholders’ Requests Published in the Federal Register

At the request of Stakeholders and FSA, several proposed changes to the guaranteed loan regulations were published in the August 19, 2003, Federal Register.

The proposed changes include:

· Clarification on the priority of application of payments during the normal course of business.

· Devolution of subordination authority when a prior lien is being refinanced with no additional debt being incurred.

· Allowing balloon payments in certain restructurings, if adequate security is available.

· Clarification that packager fees and outside consultant fees are not covered by the guarantee.

· Providing additional clarification on bidding at foreclosure sales.

The time period for comments expired on 

October 20, 2003.  FSA received several comments on the proposal that will be addressed in the final rule.  For more details, see our Federal Register notice on the internet at the following address:

http://a257.g.akamaitech.net/7/257/2422/14mar20010800/edocket.access.gpo.gov/2003/pdf/03-21040.pdf



Beginning Farmer and Rancher Land Contract Guaranteed Pilot Program

FSA recently launched a pilot program to help beginning farmers and ranchers purchase land. The pilot program, known as the Beginning Farmer and Rancher Land Contract Guarantee Pilot Program, provides the seller of the land a 10-year "prompt payment guarantee." If the beginning farmer or rancher does not pay an installment on a land contract, FSA will provide the payment to the seller. The guarantee is limited to the total monetary amount of two installments, and the buyer is liable for the debt. 

The pilot program will be tested in Indiana, Iowa, North Dakota, Oregon, Pennsylvania, and Wisconsin during fiscal years 2003-2007. Up to five land contracts in each of the six pilot States may be guaranteed each year. For more details, see our Federal Register notice on the internet at the following address:

http://a257.g.akamaitech.net/7/257/2422/14mar20010800/edocket.access.gpo.gov/2003/pdf/03-22519.pdf
Trade Adjustment Assistance for Farmers

Under the Trade Adjustment Assistance for Farmers (TAA), the Department of Agriculture provides technical assistance and cash benefits to eligible producers of raw agricultural commodities.  A group must first petition the Secretary for assistance.  If the Secretary determines that (1) the national average price in the most recent marketing year for a commodity is less than 80 percent of the national average price in the preceding 5 marketing years and (2) increases in imports of that commodity contributed importantly to the decline in price, then producers will be eligible for assistance.  The statute authorizes an appropriation of not more than $90 million for each fiscal year from 2003 through 2007 to carry out the program.

A petition form (FAS-930) may be found on the Internet at: www.sc.egov.usda.gov. The petition can also be requested by phone at (202) 720-2916; by writing to USDA, Foreign Agricultural Service, Trade Adjustment Assistance, STOP 1021, 1400 Independence Avenue, SW, Washington, DC 20250-1021; or by e-mail at trade.adjustment@fas.usda.gov.

The preliminary payment rates used to determine commodity eligibility for TAA are listed in the following table:

Commodity
Impacted Area
Preliminary Rate ($ per pound)
Signup Dates

Salmon
Approved varieties in Alaska
$0.030
10/22/03 to 01/20/04

Salmon
Approved varieties in Washington
$0.700
10/22/03 to 01/20/04

Wild Blueberries
Maine
$0.028
10/22/03 to 01/20/04

Catfish
AL, AR, FL, GA, ID, IL, KS, KY, LA, MS, MO, NC, NV,OH, OK, SC, TX, UT
$0.030
11/18/03 to 02/17/04

Shrimp
Georgia
$0.130
11/10/03 to 02/09/04

Shrimp
South Carolina
$0.110
11/10/03 to 02/09/04

Shrimp
Texas
$0.160
11/10/03 to 02/09/04

Applicants should not assume that TAA payments will ultimately be based on the preliminary payment rates.  Final rates will be affected by the number of commodities approved for TAA and the number of individual payment applications.

Soldiers and Sailors Civil Relief Act of 1940

Guaranteed lenders are reminded of their responsibilities to provide all rights and benefits to borrowers eligible for special treatment under the Soldiers and Sailors Civil Relief Act of 1940.  This may include interest rate reduction or a moratorium  on liquidation action.  Guaranteed lenders are advised that servicing actions taken in accordance with the Act will not jeopardize their rights under the loan guarantee.

For more information contact your local USDA Service Center at:  http://www.fsa.usda.gov/pas/default.asp
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The United States Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of race, color, national origin, sex, religion, age, disability, political 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 or TDD).  USDA is an equal opportunity provider and employer.
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