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County Supervyisors, FmiA _

PURPOSE/INTENDED QUTCOME

»

The purpose of this Administrative Notice (AN) is to clarify “the interest
rates undar which emergency (EM) loans made for actual losses can be
rescheduled or reamortized, and to provids guidance for these actions with
regard to £ loss loans initially made to apnlicants able to get credit

elsawhere, .

COMPARISON WITH PREVIOUS AN

Mo pravious AN has been issued on this subject.

IMPLEMENTATION RESPONSIBILITIES

We have become aware of a misinterpretation of Instruction in some areas
regarding tne interest rate applicable when rescneduling/reamortizing £M
actual loss loans involved in servicing actions. Borrowers and County
Offices earlier raceived the advice that for reamortized or rescheduled
actual loss Toans, the interast rate will not be changed from that in the

original note.

This, in fact, was a procedural limitation at one time. It was incor-
porated in regulations as FmiA Instruction 1945-D, Saction 1945.163
(c)(53(ii). That Instruction was revisad by Speciat PN dated April 23,
1934, to delete this restriction. The correct procedure at this time is
SmHA Instruction 1945-D, Section 1945.158 (c), which refers to FmHA
Instruction 1351-A, Sections 1951.33 and 1951.40.

ions provida for the interast rate to he the current interest

These sacti
rate in affect on the date of rescheduling/reamortizing, or the interest
rate on thz2 original nromissory note, whichever is the lower rate. 1f tne

currant intarest rate in affect is less than the existing promissory note

rate, the rate must be raducad to the current rate.

EXPIRATiON DATE: January 31,1988 FILING INSTRUCTION: Precading
FmHA Instruction 1945-D
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FmHA Instruction 1945-D, Section 1945,156 providad for actual loss 1oans to
credit worthy applicants, until enactiment of the Food Security Act of 1995,
on December 23, 1935. The interest rate for those 10ans was prescribad at
the prevailing rate in the private market, for sinilar loans, which was at
a much nigner rate than thes current rate.

Borrowers who received £ actual loss Toans, as credit worthy borrowers, at
the market rate of interast, and who are now in need of rescheduliag or
reammortizing those loans, but are presently unable to get credit from any
other source, my qualify for these servicing actions.

If a borrower has a loan(s) made under this authority and a rescheduling/
reamortizing action becomes justified, as provided for under FaHA
Instruction 1351-A, Sections 1351.33 or 1951.40, the current ZM loan
program rate (4.5 percent) must be utilizad as the lower rate. However, it
is required that the County Supervisor documant the fact that the servicing
action is not being taken to circumvent graduation requiraments.

VANCE L., CLARK
Administrator



