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Par. 1
Part 1 Introduction and Purpose

1 Purpose and Sources of Authority
A Handbook Purpose
[7 CFR 761.1(d)] This part describes the Agency’s general and administrative policies
for its guaranteed and direct Farm Loan Programs. In general, this part addresses
issues that affect both guaranteed and direct loan programs.
This handbook is designed to assist FSA in understanding:

e general and administrative regulations governing FLP’s

e roles and responsibilities in implementing those regulations and other general and
administrative responsibilities.

B Sources of Authority
The sources of authority for this handbook include:

e 7 CFR Part 761 and other regulations that may be referenced throughout this handbook
e the various laws and statutes passed by Congress, including CONACT.

C Regulation References

Text in this handbook that is published in the CFR is printed in bold text. The CFR citation
is printed in brackets in front of the text. The references and text:

e are intended to highlight the requirement spelled out in CFR
e may be used to support FSA adverse decisions.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 1-1



Par. 2
2 Related References

A Related FSA Handbooks

The following FSA handbooks concern FLP.

IF the area of concern is about... THEN see...
State and county organization and administration policies, procedures, 16-A0.
principles, and standards, such as work organization

civil rights compliance and administration for FSA programs 18-A0.
appeals and mediation 1-APP,

State and county records management 25-AS.
policies and procedures for the acquisition of supplies, equipment, and 27-AS.
services

common management and operating provisions for program management 1-CM.
activities, functions, and automated applications, such as forms that cannot
be accepted by FAX

environmental requirements 1-EQ.
processing collections and canceling loan checks and payments 3-FI.
guaranteed loanmaking and loan servicing 2-FLP.
direct loanmaking 3-FLP.
direct loan regular or routine servicing 4-FLP.
direct loan special servicing and inventory property management 5-FLP.
the Emergency Loan Seed Producers Program, Horse Breeder Loan 6-FLP.
Program, ITLAP, SALP, and servicing of minor loan programs

procedures for making records available to the public, other Federal 2-INFO.
agencies, and Congress

procedures for collecting, maintaining, or disclosing data or information 3-INFO.
about an individual

personnel management, such as employee conflict of interest 3-PM.
employee development and training 6-PM.

Note: RD Instruction 1940-G must be used along with 1-EQ.
B Helpful Links
The Helpful Links web site at

*--https://arcticocean.sc.egov.usda.gov/flp/Informational Links?Action=Helpful Links&caller=index--*
provides links to useful web sites.

12-29-09 1-FLP (Rev. 1) Amend. 34 Page 1-2



Par. 2

2 Related References (Continued)

C

*

12-29-09

State Supplements

--See Exhibit 4 for State supplements required by this handbook. SED’s are authorized to
issue State supplements to this handbook in addition to State supplements listed in Exhibit 4

Note: Additional State supplements may:

e not be issued to simply state verbatim, policies already established in the national
handbook

e De issued:
e when the national handbook does not provide complete guidance
e to provide additional guidance for employees with limited experience

e when State law requirements are not specifically addressed in the national
handbook.--*

SED’s shall:

e issue required supplements, and any additional supplements, according to 1-AS,
paragraph 216

e obtain approval of State supplements according to 1-AS, paragraph 220.

1-FLP (Rev. 1) Amend. 34 Page 1-3



Par. 3
3 FLP Forms

A Form References
Except as provided in this paragraph, this handbook refers to forms according to the new
forms numbering system that becomes effective December 31, 2007. Forms executed before
December 31, 2007, may have a number different from that referenced. Se¢ Exhibit 5 for a
comparison of form numbers before and after December 31, 2007.
Note: See Exhibit|1 for titles of forms referenced in this handbook.

With the exception of FSA-2510, FSA-2512, and FSA-2514, form numbers are not
referenced in CFR (bold) text. CFR refers to forms by either:

e the common name of the form
Example: CFR may state “a promissory note” instead of stating “FSA-2026".
e purpose or the information collected.
Example: CFR may state “a conservation contract” instead of stating “FSA-2535".

This handbook may refer to the following forms by title and/or form number.

Form Number Form Title
FSA-2026 Promissory Note
FSA-2543 Shared Appreciation Agreement
B FSA-2029

All references to FSA-2029 within this handbook are intended as a reference to the
applicable State-specific Mortgage or Deed of Trust. State-specific Mortgages or Deeds of
Trust are available on the FFAS Employee Forms/Publications Online Website at
http://intra3.fsa.usda.gov/dam/ffasforms/forms.html and are numbered FSA-2029 “ST”.

Notes: “ST” represents the appropriate State acronym.

SED is not required to issue a State supplement for the State-specific version of
FSA-2029.

C Notary Acknowledgement
Forms do not include preprinted text for the Notary Acknowledgement because numerous
States have State-specific laws establishing required text. Therefore, a fillable text area is

provided under the “Acknowledgement” heading. SED’s shall issue State supplements
providing the appropriate Notary Acknowledgement text to be inserted.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 1-4



Par. 3

3 FLP Forms (Continued)

D Applicant and Borrower Signatures

12-31-07

Forms completed by applicants or borrowers include a signature box to accommodate
multiple signatures. Separate signature lines are not provided because the number of
signatures required for an entity applicant or borrower cannot be determined in advance.
Instructions for completing forms will provide guidance to applicants or borrowers on
signature requirements.

Forms prepared by FSA for the applicant or borrower’s signature include a fillable area
instead of preprinted signature lines. County Offices shall insert a signature line and the
name of each applicant, borrower, entity member, or other individual required to sign the
form.

SED’s shall issue a State supplement addressing State-specific signature requirements.
State Office Modified National Forms

State and County Offices shall use national forms unless their use is prohibited by State law.
If modification to a national form is required to comply with State law, the State Office shall
submit a copy of the national form showing the necessary modifications, through the State
Directives Management System.

Note: State-specific forms based on national forms will be made available on the
FFAS Employee Forms/Publications Online Website at
http://intra3.fsa.usda.gov/dam/ffasforms/forms.html with the same form number
as the national form, followed by the State acronym.
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Par. 3
3 FLP Forms (Continued)

F State-Created Forms
State Offices may create forms, as necessary, when a national form is not available.

State-created forms shall be assigned a 5-digit number establishing linkage to the appropriate
FLP handbook, followed by the State acronym, according to the following.

IF the form pertains to... THEN the form number shall be...

more than one FLP handbook | FSA-2000-1 ST, FSA-2000-2 ST, FSA-2000-3 ST, etc.
1-FLP FSA-2100-1 ST, FSA-2100-2 ST, FSA-2100-3 ST, etc.
2-FLP FSA-2200-1 ST, FSA-2200-2 ST, FSA-2200-3 ST, etc.
3-FLP FSA-2300-1 ST, FSA-2300-2 ST, FSA-2300-3 ST, etc.
4-FLP FSA-2400-1 ST, FSA-2400-2 ST, FSA-2400-3 ST, etc.
5-FLP FSA-2500-1 ST, FSA-2500-2 ST, FSA-2500-3 ST, etc.
6-FLP FSA-2600-1 ST, FSA-2600-2 ST, FSA-2600-3 ST, etc.

Notes: “ST” represents the appropriate State acronym.

Before using State forms imposing information collections on 10 or more persons per
year, State Offices shall work with the National Office to obtain OMB approval.

SED shall issue State supplements, as applicable, to address the use of all
State-specific and State-created forms.

Exception:  State-specific FSA-2029’s do not require State supplement issuance.
*--G Other Sources of Forms
FSA does not provide forms that establish an agreement or contract between
applicants/borrowers and third parties only, such as leases. Advise applicants/borrowers to

obtain such forms from other sources, such as Extension Service, on-line services, attorney,
etc.--*

12-29-09 1-FLP (Rev. 1) Amend. 34 Page 1-6



4 FLP Organizational Structure

A National Office FLP Organizational Structure

The following is the National Office FLP organizational structure.

Par. 4

FLP Organizational Structure

Deputy Administrator
for
Farm Loan Programs

Loan Making
Division

Program Development
and Economic/
Enhancement Division

Loan Servicing
and Property
Management Division

Direct Loans/
Funds Management

Direct Loan
Servicing

Guaranteed Loans

B Contacts for the Office of the Deputy Administrator

7-21-08

Inventory Property

Guaranteed Loan
Servicing and

The following provides the address for the Office of the Deputy Administrator.

For USPS delivery

For FedEx or UPS delivery

USDA FSA DAFLP
STOP 0520

1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0520

USDA FSA DAFLP

ROOM 3605 SOUTH BUILDING
1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0520

Note: County Offices shall address questions to the State Office. State Offices shall contact
the National Office as needed.

The following provides names, titles, and telephone and FAX numbers for the Office of the

Deputy Administrator.

Office of the Deputy Administrator
FAX Number 202-690-3573

Name

Title

Phone Number

Carolyn B. Cooksie

Deputy Administrator

202-720-4671

Chris Beyerhelm

Assistant Deputy Administrator

202-720-7597

Clara Moore Secretary to the * * * Deputy Administrator *--202-720-4671
Rita A. Proctor Secretary to the Assistant Deputy Administrator 202-720-7597--*
Niki Chavez Senior Loan Officer 202-690-6129
William Cobb Special Programs Coordinator 202-720-1059

1-FLP (Rev. 1) Amend. 11
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Par. 4

4 FLP Organizational Structure (Continued)
C LMD Contacts
The following provides names, address, and telephone and FAX numbers for LMD.

For USPS delivery For FedEx or UPS delivery
USDA FSA DAFLP LMD USDA FSA DAFLP LMD
STOP 0522 1280 MARYLAND AVE SW
1400 INDEPENDENCE AVE SW SUITE 240
WASHINGTON DC 20250-0522 WASHINGTON DC 20024

Note: County Offices shall address questions to the State Office. State Offices shall contact
the National Office as needed.
LMD FAX Number 202-690-1117
Office of the Director
Name Title Phone Number
James Radintz Director 202-720-1632
* * % * * * * * *
Cheryl Marbury-Spence Division Secretary 202-720-1632
Kenneth Hill Assistant to the Director 202-720-5199
Direct Loans/Funds Management Branch
Michael R. Hinton Branch Chief 202-720-1472
Kevin Alexander Branch Secretary 202-720-1472
*--Sandra Hammond Loan Officer 202-720-1647--*
Connie Holman Senior Loan Officer 202-690-0756
*--Dan Jackson Loan Officer 202-720-0588--*
Joe Marcoccia Senior Loan Officer 202-401-0087
Kathleen Miller Senior Loan Officer 202-720-1643
Mike Moore Senior Loan Officer 202-690-0651
Jerry Moseman Senior Loan Officer 202-690-4006
Ann Smith Loan Officer 202-720-1656
Anne Steppe Loan Officer 202-690-4017
Corena Williams Office Assistant 202-720-1638
Guaranteed Loans Branch
Robert (Bob) Bonnet Branch Chief 202-720-3889
* k% * * k% * k%
Joanna Apergis Program Analyst 202-720-5847
Patricia Elzinga Senior Loan Officer 202-690-1729
Tracy Jones Senior Loan Officer 202-720-6771
Trent Rogers Senior Loan Officer 202-720-1657
Charles Russell Loan Officer 202-720-3309
*--Randi Sheffer Loan Officer 202-205-0682--*
2-26-10 1-FLP (Rev. 1) Amend. 36 Page 1-8




4 FLP Organizational Structure (Continued)

D PDEED Contacts

2-26-10

Par. 4

The following provides names, address, and telephone and FAX numbers for PDEED.

For USPS delivery

For FedEx or UPS delivery

STOP 0521

USDA FSA DAFLP PDEED

USDA FSA DAFLP PDEED
1280 MARYLAND AVE SW
1400 INDEPENDENCE AVE SW SUITE 270

WASHINGTON DC 20250-0521 WASHINGTON DC 20024

Note: County Offices shall address questions to the State Office. State Offices shall contact
the National Office as needed.

PDEED FAX Number 202-720-8474

Name

Title

Phone Number

Nancy L. New

Director

202-720-7719

Galen VanVleet

Deputy Director

202-720-3647

Teresa Martin

Program Analyst

202-690-0431

Pixie Greer

Senior Loan Officer

202-720-1652

Bruce Peters

Senior Loan Officer

202-720-7003

Clarence (Chuck) Ropp

Senior Loan Officer

202-690-4008

Clarence (Sam) Snyder

Chief Appraiser

202-720-0599

*--Shanita Staten

Program Assistant

202-690-4903--*

Gail Wargo

Senior Loan Officer

202-690-4003

1-FLP (Rev. 1) Amend. 36
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4 FLP Organizational Structure (Continued)

E LSPMD Contacts

Par. 4

The following provides names, address, and telephone and FAX numbers for LSPMD.

For USPS delivery

For FedEx or UPS delivery

STOP 0523

USDA FSA DAFLP LSPMD

1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0523

SUITE 500

USDA FSA DAFLP LSPMD
1250 MARYLAND AVE SW

WASHINGTON DC 20024

Note: County Offices shall address questions to the State Office. State Offices shall contact
the National Office as needed.

Office of the Director
FAX Number 202-720-5804

Name Title Phone Number
Arthur (Veldon) Hall Director 202-720-4572
Craig Nehls Deputy Director 202-720-4572

Michael Cumpton

Assistant to the Director

202-690-4014

*--Jennifer Haley

Program Analyst

202-720-9898--*

Jacqueline King

Program Analyst

202-720-3646

Brenda McNeill

Program and Management Assistant

202-720-4572

Sheila Oellrich

Program Analyst

202-720-2990

Marquita Peoples

Program Analyst

202-720-8320

Direct Loan Servicing Branch
FAX Number 202-690-0949

Bruce Mair Branch Chief 202-720-1645
Jenny Breece Senior Loan Officer 202-690-4011
Gene Christie Senior Loan Officer 202-690-2517
Richard Cardona-Diaz Senior Loan Officer 202-720-0078
Mary Durkin Senior Loan Officer 202-720-1658

Sharilyn Hashimoto

Senior Loan Officer

202-720-2743

Jonathan (Lee) Nault

Loan Officer

202-720-6834

L.D. Pletcher

Senior Loan Officer

202-720-1654

Gary Wheeler

Senior Loan Officer

202-690-4021

Tamara Wilson

Loan Officer

202-690-4012

2-26-10
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4 FLP Organizational Structure (Continued)

E LSPMD Contacts (Continued)

Par. 4

Guaranteed Loan Servicing and Inventory Property Management Branch

FAX Number 202-720-7686

Name Title Phone Number
Jeff King Branch Chief 202-720-1651
* % * * K% % * K% %

Polly Anderson

Senior Loan Officer

202-720-2558

Courtney Dixon

Senior Loan Officer

202-720-1360

Marcus Graham

Senior Loan Officer

202-720-3103

Sharon Harris

Senior Loan Officer

202-401-0191

Marilyn Meese

Senior Loan Officer

202-690-4002

Cynthia Pawlikowski

Loan Officer

202-720-0900

Joseph Pruss

Senior Loan Officer

202-690-2854

* * *

* k% *

* k% *

5-20 (Reserved)

2-26-10
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Par. 21
Part 2 FLP Authorities

21 Overview,
A Purpose
This Part provides information and guidance on:

FSA’s authority to administer FLP

delegating loan approval, loan servicing, and appraisal authorities
redelegating SED authority

maximum loan approval authority by grade and position
maximum loan limits.

B Program Authority

CONACT, Section 339 provides the Secretary of Agriculture authority to issue regulations
and make delegations of authority as necessary to administer FLP. The Secretary delegated
FLP authorities to the Under Secretary for FFAS in 7 CFR 2.16. The Under Secretary further
delegated these authorities to the FSA Administrator in 7 CFR 2.42. The Administrator
delegates authorities to SED’s, as applicable.

[7 CFR 761.1] (a) The Administrator delegates the responsibility to administer Farm
Loan Programs of the Consolidated Farm and Rural Development Act (7 U.S.C. 1921 et
seq.) to the Deputy Administrator for Farm Loan Programs subject to any limitations
established in 7 CFR 2.16 (a) (2) and 7 CFR 2.42.

(b) The Deputy Administrator may:

(1) Redelegate authorities received under subparagraph (a); and

(2) Establish procedures for further redelegation of authority.

CONACT, Section 376 provides the Secretary of Agriculture authority to use CED’s to make
and service FLP loans to the extent CED’s have been trained to do so.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 2-1



Par. 22
22 General Delegation Requirements

A General Provisions
The following general provisions apply to FLP delegations of authority.

e SED shall consult with FLC before issuing, revising, or revoking delegations of
authority.

e Authority should be delegated to the lowest level possible, consistent with employee
training and experience, program requirements, and available resources.

o*--All delegations of authority must be in writing; the format provided in subparagraph B
may be used.

Note: When a delegation is made to a specific individual, a specific memorandum must
be sent to that person, with copies maintained in the appropriate files. However,
if SED delegates a position, such as “All District Directors” or “All FLP
Specialists”, then a State Supplement to the handbook should be issued
establishing the delegation. Only positions should be used and not individual
names.--*

e Anemployee who has been delegated an authority listed in Exhibit 7| may not redelegate
their authority to another employee.

Note: This does not apply when designating acting officials.

e Once authority is delegated, it is retained until revised or revoked according to
subparagraph C.

Notes: Seg subparagraph 2 A for information about the impact of a change in grade or
position on loan approval authority.

A new delegation of authority is not required when SED or FLM who issued the
original delegation changes. The new SED or FLM may modify delegations
according to subparagraph C.
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Par. 22
22 General Delegation Requirements (Continued)

B Sample Delegation Letter

The following letter may serve as a template for delegating authority.

To: Name
Title

Subject: Delegation of Authority

In my authority as (Title of Delegator), | hereby delegate to you the following
authority(ies):

This/these delegation(s) will continue until revoked or revised in writing.
(Signature)
(Title)

(Date)

State Office (2 copies)

CC:

C Revising and Revoking Delegated Authority

SED or FLM may revise or revoke any authority they have delegated to an employee as
justified by the employee’s performance and need for the authority. FLM may not revise or
revoke any authority delegated by SED. Any revision or revocation of authority must be in
writing. When an individual’s authority is reduced or revoked, the employee must be given
specific reasons for the action.
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Par. 23

23 State Office and Service Center Authorities

A

10-27-09

Overview

FSA’s decisions to approve or reject a loan or servicing request have broad implications for
the applicant or borrower and FSA. These decisions affect the applicants’ lives, the
achievement of program objectives, and FSA’s risk exposure. Therefore, it is imperative that

certain authorities be limited to those employees who have met the training and experience
requirements and have been formally delegated authority.

State Office Employees

FLP authorities, except those in Exhibit 7, subparagraph A, are inherent to the position for
FLC, FLS, and DD.

Service Center Employees

FLP authorities, except those ir| Exhibit 7, subparagraph A, are inherent to the position for
FLM. FLM may delegate authorities in Exhibit 7, subparagraph B to FLO or PT.

Authorities listed in[Exhibit 7, subparagraph B may be delegated to other Service Center
employees, if necessary, based on the State organizational structure, as follows:

e FLM, in consultation with CED, may delegate authorities to CO PT’s

o*--SED, in consultation with FLC, may delegate authorities to CED’s who are deemed by
them to have demonstrated experience and have received adequate training.--*

* k% %
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Par. 23
23 State Office and Service Center Authorities (Continued)

D Acting Officials

Acting officials, other than SED, have the inherent authorities of their regular position and
the inherent authorities of the acting position, unless otherwise restricted on the designation
document. An acting designation does not increase an employee’ s loan approval authority.
Loan approval authority may only be revised according to[subparagraph 22|C.

Acting SED is authorized to approve:

e |loans up to the maximum limits established in[subparagraph 29| D
e actionswhich will result in a loss to the Government.

Note: Theacting FLM will be designated according to 16-A0O, subparagraph 287 E.

The following letter may serve as atemplate for designating acting officials.

To: Name
Title

Subject:  Delegation of Authority

Y ou are hereby designated to serve as Acting (Title of Delegator), from (Starting Date)
to (Ending Date). | hereby delegate to you all rights, privileges, and powers of the
position (except the following:

° )

(Signature)
(Title)

(Date)

CC: State Office (2 copies)
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Par. 23
23 State Office and Service Center Authorities (Continued)

E Limitationson Inherent Authorities
SED must:

e provide a State Office employee or FLM with written notification of any limitations on
inherent authorities

e |imit inherent authorities of employees selected as DD, FLS, or FLM who have not
completed required training.

F Redelegating SED Authorities
SED’s may:
e redelegate their loan approval authority to FLC, FLS, or DD

e redelegate their authority to allow the use of arestricted appraisal report to the designated
State staff appraiser

e not redelegate their approval authority for any action that will result in aloss to the
Government.
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Par. 24
24 Delegating Appraisal Authority

A General Requirements
Only SED’s may delegate appraisal authority according tg Exhibit 7} subparagraph A.
SED’s may delegate appraisal authority to FSA employees who have completed the required
training and have the necessary experience.

B Chattel Appraisals

SED may delegate chattel appraisal authority to employees who have completed the training
requirements in|subparagraph 145 A.

C Real Estate Appraisals Involving Transactions of $100,000 or Less

SED may delegate authority to prepare real estate appraisals when the total credit transaction
is less than $100,000 to employees who have completed the training requirements in
|subparagraph 146|C.

D Administrative Appraisal Reviews

SED may delegate authority to complete administrative appraisal reviews to employees who
have completed the training requirements in|subparagraph 143 B.
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Par. 25
25 Delegating Loan Approval Authority

A Receiving Approval Authority
Employees must meet the following requirements to receive loan approval authority.

o*--Employees selected for FLO, DD, FLS, and CED positions designated to obtain loan--*
approval authority, must:

e complete the formal FLO training program

Note: The FLO training program is designed to combine classroom type training and
*--hands-on experience within a 1-year period. Selected employees will work--*
under the guidance of an experienced approval official.

e successfully complete the Credit and Financial Analysis Training course that is part
of the formal FLO training program

e pass the FLP training comprehensive test.

Note: See 6-PM, subparagraph 198 B for actions if an employee fails to pass the
second comprehensive test.

e FLOT’s may or may not receive delegated loan approval during the designated training
period. FLOT’s may receive career ladder promotions up to and including GS-9 without
loan approval authority as long as FLOT meets the time-in-grade requirement and the
performance warrants the promotion, based on the performance rating completed by the
immediate supervisor. To achieve promotion to GS-11, FLO must have completed the
FLO training program, obtained loan approval authority, and shown proficiency in
completing the duties and responsibilities of an FLO with limited supervision, meet
time-in-grade requirements, and the performance warrants promotion to GS-11, based on
the performance rating completed by their immediate supervisor.
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Par. 25

25 Delegating Loan Approval Authority (Continued)

A Receiving Approval Authority (Continued)

6-17-08

o*--FLM’s, FLO’s, DD’s, FLS’s, and CED’s must submit the following number of
independently prepared files that meet the State credit quality standards, as established in

|subparagraph 28 A.

FLM’s, FLO’s, and CED’s must meet the State credit quality standards on a
minimum of 5 files of which, at least 2 must be term loans. Not more than 7 files
may be submitted to meet this requirement.

DD’s and FLS’s must meet the State credit quality standards on a minimum of 3 files
of which, at least 1 must be a term loan. Not more than 4 files may be submitted to
meet this requirement. In addition, DD’s and FLS’s must submit a minimum of

4 acceptable file reviews. Not more than 6 file reviews may be submitted to meet this
requirement.

Note: The requirements will be applied to employees hired into these positions after

June 17, 2008. Employees currently seeking loan approval authority will be
subject to current State policies in existence.

The files submitted for review must be of sufficient complexity to reflect the ability to
make good credit decisions and analyze an applicant’s or borrower’s operation. The
files submitted must be the following types of loans:
e direct loans

Note: Do not submit youth loans.
e guaranteed loan applications from SEL only

e PLS applications.

Notes: In cases where SEL and PLS applications are not available, FLC may
substitute direct loans, excluding youth loans, to meet this requirement.

Files submitted for review may include credit actions recommended for
approval or rejection.

DD’s without existing FLP approval authority have 1 calendar year from assuming
the position of DD to complete the required training and all testing and an additional
6 months to be delegated loanmaking authority.--*
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Par. 25

25 Delegating Loan Approval Authority (Continued)

B

Failure to Receive Loan Approval Authority

*--If an employee whose position description requires the employee to obtain loan approval

*__E

6-17-08

authority, does not successfully meet the criteria in subparagraph A within the specified
timeframe, the supervisor shall develop an OTI or PIP, as appropriate, with the guidance of
the trainer and AO.--*

CED Loan Approval Authority

SED’s, in consultation with FLC and the appropriate DD, may designate CED’s to obtain
loan approval authority if CED:

e agrees to maintain competency with ongoing FLP activity
e is able to perform the duties according to 27-PM, Exhibit 4.4

Note: 27-PM, Exhibit 4.4 will be attached to the CED’s position description when loan
approval authority has been delegated.

e completes the formal FLO training program
o*--meets the requirements established in subparagraph A.--*
Circumstances for Designating CED’s

SED’s, in conjunction with FLC, should identify areas of their State that could justify and
benefit from CED having loan approval and servicing authority.

The office or area where CED would be designated by SED to obtain loanmaking and loan
servicing approval authority must meet both of the following conditions.

e Direct and/or guaranteed caseload in the office or area is high, complex, or
geographically challenging and FLM or FLP team servicing the office or area needs
additional help.

Note: The requirement established in subparagraph 27 D shall be considered when
evaluating this condition.

o*--CED has sufficient time for additional responsibilities required to obtain and maintain--*
loanmaking and loan servicing authority * * * without negatively impacting CED’s
current farm program obligations.

COC Concurrence--*

* ** COC will be required to concur in writing with the additional FLP responsibilities that
CED will be incurring.
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Par. 26
26 Delegating Loan Servicing Authority

A Delegations to FLO
FLM may delegate loan servicing authorities to FLO according tg Exhibit 7} subparagraph B.
Loan servicing authorities shall not be delegated until FLO has successfully completed the
FLO training program.

B Delegations to PT

FLM may delegate loan servicing authorities to PT, who has the appropriate training and
experience, according tq Exhibit 7} subparagraph B.

C Delegations to CED

See 27-PM, Exhibit 4.4 for FLP responsibilities that may be performed by CED’s designated
by SED to obtain loan servicing authority.
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Par. 27
27 Maintaining Approval Authority

*--A  Employee Who Accepts New FLP Position Within the State--*

When an * * * FLP employee with * * * loan approval and servicing authority accepts a new
FLP position within the State, a new delegation of authority is not required.

Loan approval authority is automatically increased when the employee’s grade increases,
unless:

e SED issues a new delegation of authority limiting the authority
e the original delegation of authority established limitations on approval authority.

*--B Hires With Prior Loan Approval Authority in Another State--*

Employees who held FLP loan approval authority for at least 1 year immediately before the
selection to the new position, may submit a copy of the previous delegation letter, and a
statement from the previous FLC, reflecting the quality of docket reviews based upon credit
quality review guidelines.

This information shall be used to establish the following:
e necessary actions for obtaining FLP loan approval in the new State

e number of dockets to be submitted in the new State to determine whether approval
authority should be delegated to the employee.

New employees who did not hold FLP loan approval authority for at least 1 year immediately
before the selection to the position, must submit the number of independently prepared

*_files required under|subparagraph 25|A. SED, in consultation with FLC, shall determine--*
any training required for the employee to be delegated approval authority.
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Par. 27

27 Maintaining Approval Authority (Continued)

*--C FLM’s, FLO’s, and CED’s Maintaining Loan Approval Authority

6-17-08

After loan approval and servicing authority is granted, FLC’s will continue to monitor the
loanmaking and loan servicing activities of employees to ensure that loanmaking and
servicing actions meet the established State credit quality standards.

This will require that FLM’s, FLO’s, and CED’s submit files that meet the credit quality
standard established by SED and FLC in subparagraph 28 A, on a sufficient number of
independently prepared files to show continued proficiency. Each State will set a minimum
number, no less than 3, of files that must meet the standard. The files submitted for review
must be of sufficient complexity to reflect the ability to make good credit decisions and
analyze an applicant’s or borrower’s operation. Files submitted must meet the requirements
in|subparagraph 25|A.

CED’s Maintaining Responsibility for FLP Activities

SED, in conjunction with FLC, must determine if circumstances warranting the granting of
loan approval (to CED) continue to exist according tq subparagraph 25 D. If the
circumstances warranting the granting of loan approval authority no longer exist, CED
should be advised their loan approval authority will be suspended. Suspension of loan
approval authority based on these circumstances will not be considered as a performance
issue.

CED’s, with only loan servicing responsibilities, will be required at a minimum to service
10 case files according to their servicing authorities each year.

To meet the minimum number of files required each year, CED may be required to process
cases outside of their immediate County Office area.

Note: Actions that may be counted include, but are not limited to the following:

e PLS

e disaster set-aside
e subordinations

e partial releases.

DD will be responsible for tracking the number of completed case files per CED.
Failure to Maintain Loan Approval Authority
If an employee whose position description requires the employee to obtain loan approval

authority, does not successfully meet the criteria in subparagraphs C and D, the supervisor
must develop an OT]I or PIP, as appropriate, with the guidance of AO.--*
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Par. 28
28 Establishing Credit Quality Standards

A Credit Quality Reviews

SED, after consulting with FLC, shall issue a State supplement establishing the method and
standards, including what constitutes an acceptable score, for monitoring and evaluating the
State’s credit quality standards. The supplement must identify the minimum and maximum
number of files that will be reviewed, as well as the frequency of credit quality reviews to
obtain and maintain loan approval and servicing authority. These credit quality reviews will
determine whether an employee’s loan approval and/or servicing authority will be granted,
revised, limited, or revoked.

*--Note: The State supplement must specify that if the office being reviewed made any loans
using ARRA funds, a minimum of 1 file that used ARRA funds must be included in
credit quality reviews.--*

In developing credit quality standards and completing reviews, States may use FSA-2103,
FSA-2104, FSA-2119, or any other alternative evaluation guide provided, and, at a
minimum, must include the critical items from each of the following:

e FSA-2103, items 2M, 2Q, 2S, and 2U
e FSA-2104, items 2A, 2H, and 2l
e FSA-2119, items 2A, 2B, 2H, 2J, and 2M.

Each quarter FLC will review at least 2 restructured accounts, if available, to ensure that they
are processed correctly. These reviews will be completed in conjunction with or in addition
to reviews completed under| subparagraph 27|C.

Notes: All completed FSA-2103’s, FSA-2104’s, FSA-2119’s, and/or alternative evaluations
must be filed in operational file FLP 1-4. No original or copy will be filed in the
borrower case file.

SED should take into consideration available staff and resources when developing the
credit quality review process. SED and FLC may:

e consider establishing a credit quality team in the State Office or using existing
FLP underwriting staff with loan approval and servicing authority, if resources are
available

e want to consider establishing the process on a district or FLP team basis.

All employees completing credit quality reviews must have approval authority and a
good background in loanmaking and loan servicing.
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Par. 29
29 Maximum Loan Authorities

A OL, FO, and EM Program Loan Limitations

Limitations on maximum loan amounts for OL, FO, and EM are established in CONACT.
The Agriculture, Rural Development, Food and Drug Administration, and Related Agencies
Appropriations Act of 1999 (Pub. L. 105-277), amended the limitations applicable to
guaranteed OL and FO by providing for an annual adjustment based on the rate of inflation
applicable to FY.

[7 CFR 761.8 (a)] The outstanding principal balances for a farm loan applicant or
anyone who will sign the promissory note cannot exceed any of the following at the time
of loan closing or assumption of indebtedness. If the outstanding principal balance
exceeds any of the limits at the time of approval, the farm operating plan must reflect
that funds will be available to reduce the indebtedness prior to loan closing or
assumption of indebtedness.

(1) Farm Ownership loans, * * * Down payment loans and Soil and Water loans:
(i) Direct--$300,000;

(if) Guaranteed--$700,000 (for fiscal year 2000 and increased at the beginning of each
fiscal year in accordance with paragraph (b) of this section);

*--Note: FY 2010 loan limit is $1,112,000.--*

(ili)Any combination of a direct Soil and Water loan, direct Farm Ownership loan,
guaranteed Soil and Water loan, and guaranteed Farm Ownership loan--$700,000
(for fiscal year 2000 and increased each fiscal year in accordance with
paragraph (b) of this section); (subparagraph B);

*--Note: FY 2010 loan limit is $1,112,000.--*

(2) Operating loans:

(i) Direct--$300,000;

(ii) Guaranteed--$700,000 (for fiscal year 2000 and increased each fiscal year in
accordance with paragraph (b) of this section);

*--Note: FY 2010 loan limit is $1,112,000.--*
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Par. 29
29 Maximum Loan Authorities (Continued)

A OL, FO, and EM Program Loan Limitations (Continued)

(iii)Any combination of a direct Operating loan and guaranteed Operating
loan--$700,000 (for fiscal year 2000 and increased each fiscal year in accordance
with paragraph (b) of this section);

*--Note: FY 2010 loan limit is $1,112,000.--*

(3) Any combination of guaranteed Farm Ownership loan, guaranteed Soil and Water
loan, and guaranteed Operating loan--$700,000 (for fiscal year 2000 and increased
each fiscal year in accordance with paragraph (b) of this section);

*--Note: FY 2010 loan limit is $1,112,000.--*

(4) Any combination of direct Farm Ownership loan, direct Soil and Water loan, direct
Operating loan, guaranteed Farm Ownership loan, guaranteed Soil and Water loan,
and guaranteed Operating loan--the amount in paragraph (a)(1)(ii) (subparagraph A)
of this section plus $300,000;

*--Note: FY 2010 loan limit is $1,112,000.--*

(5) Emergency loans--$500,000;

(6) Any combination of direct Farm Ownership loan, direct Soil and Water loan, direct
Operating loan, guaranteed Farm Ownership loan, guaranteed Soil and Water loan,
guaranteed Operating loan, and Emergency loan--the amount in paragraph
(a)(1)(ii) (subparagraph A) of this section plus $800,000.

*--Note: FY 2010 loan limit is $1,112,000.--*

B Adjustment for Guaranteed Loans

[7 CFR 761.8 (b)] The dollar limits of guaranteed loans will be increased each fiscal

year based on the percentage change in the Prices Paid by Farmers Index as compiled

by the National Agricultural Statistics Service, USDA. The maximum loan limits for

the current fiscal year are available in any FSA office and on the FSA website at
http://www.fsa.usda.gov.
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Par. 29
29 Maximum Loan Authorities (Continued)

C Line of Credit Advances

[7 CFR 761.8 (c)] The total dollar amount of guaranteed line of credit advances and
income releases cannot exceed the total estimated expenses, less interest expense, as
indicated on the borrower’s cash flow budget, unless the cash flow budget is revised and
continues to reflect a feasible plan.

A Standard Eligible Lender must obtain Agency approval before issuing future year’s funds

according to 2-FLP, subparagraph 265 C. Approval may be provided by any Agency official
with loan approval authority, and is not subject to the maximum loan limits established in

subparagraph D.

Note: PLP and CLP lenders may provide future years’ funds without prior FSA approval.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 2-17



Par. 29
29 Maximum Loan Authorities (Continued)
D Official Loan Approval Limitations for OL, FO, and EM

The following identifies the maximum loan approval authority for OL, FO, and EM by grade

and title of loan approval officials at the time of loan closing. All loan approval limitations
include the loan being made plus any outstanding principal balances owed by anyone who
will sign the promissory note. For LOC’s, the maximum amount of the LOC ceiling will be
considered the outstanding principal balance. A loan approval official cannot approve or
reject a loan request that will exceed the official’s approval authority at the time of loan
closing. The official must forward the loan and recommendations to the appropriate loan
approval official for action.

CO County Office employees who have loan approval authority may not exceed the authority
of the equivalent grade FLO or FLM.

FLM, DD,
FLO FLSor FLC
Type of Loan GS-7 | GS-9 | GS-11 |GS-11/12/13 SED

Maximum Approval by Assistance Type - Limitation

Guaranteed OL $100,000 |$200,000 |$400,000 $600,000 *--$1,112,000--*
Direct OL $50,000 | $100,000 |$175,000 $225,000 $300,000
Guaranteed FO + SW $0 $175,000 |$400,000 $600,000 *--$1,112,000--*
Direct FO + SW $0 $125,000 |$150,000 $225,000 $300,000
Direct EM $50,000 | $100,000 |$150,000 $300,000 $500,000

Maximum Approval for

Combined

Assistance Types - Limitation 11

Total Direct and
Guaranteed

OL Total Direct & $100,000 |$200,000 |$400,000 | $600,000 *--$1,112,000--*
Guaranteed

FO + SW $100,000 |$200,000 |$400,000 $600,000 *--$1,112,000--*
Total Direct and

Guaranteed

Total Approval for Multiple Assistance Types - Limitation 111

OL + FO + SW $100,000 |$400,000 |$550,000 $750,000 *--$1,412,000--*
Total Direct and

Guaranteed

Total Guaranteed $100,000 |$400,000 |$550,000 $750,000 *--$1,112,000--*

Total Approval for FO, OL, and EM - Limitation 1V

OL + FO + SW + EM $100,000 |$400,000 |$550,000 | $750,000 *--$1,912,000--*

Note: Loans to employees in a County Office must be approved by the State Office. Loans
to State Office employees must be approved by the National Office.
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Par. 29

29 Maximum Loan Authorities (Continued)

D

12-31-07

Official Loan Approval Limitationsfor OL, FO, and EM (Continued)

Four loan approval criteria need to be considered when determining whether a loan is within
aloan approval official’ s authority. Each loan approval decision must meet all applicable
criteria. Approval limitation | establishes the maximum by assistance type. Approval
limitation Il establishes the maximum for combinations of direct and guaranteed by
assistance type. Approval limitation I11 establishes the maximum for combinations of all
direct and guaranteed assistance types, except EM. In addition, it provides total guaranteed
assistance limits. Approval limitation IV establishes the maximum for combinations of all
direct and guaranteed assistance types.

A loan official can determine an applicant eligible when the loan request exceeds the
official’ s loan approval authority at the time eligibility is determined. This decision of
eligibility will be reviewed by the loan approval official at the time of approval. However, a
loan official cannot determine an applicant ineligible if the loan request exceeds their
approval level at the time the decision is made. They can recommend that the applicant be
determined ineligible, but since this determination will result in aloan being rejected it can
only be made by aloan official whose approval authority level would allow them to approve
the loan

Official Loan Approval Limitationsfor SALP and Emergency L oans for Seed
Producers

The following identifies the maximum loan approval authority for SALP and Emergency
Loans for Seed Producers by grade and title of loan approval officials.

FLM, DD,
Type of FLO FLSor FLC

L oan GS7 GS9 GS11 GS-11/12/13 SED
Special Apple $50,000 $100,000 $150,000 $200,000 $200,000
Loan
Emergency Loan | $50,000 $100,000 $150,000 $200,000 Over
for Seed $200,000
Producers
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29 Maximum Loan Authorities (Continued)

Par. 29

E Official Loan Approval Limitationsfor SALP and Emergency L oansfor Seed

12-31-07

Producers (Continued)

Outgtanding loan balances from other direct or guaranteed FLP loans will not affect the
amount an applicant is eligible to receive under these programs or the amount aloan
approval official isauthorized to approve. Any outstanding SALP or Emergency Loan for
Seed Producers loan balances will not affect the amount an applicant is eligible to receive
under any other FLP loan program.

Official Loan Approval Limitationsfor Nonprogram Loans

The following table identifies the maximum loan approval authority for nonprogram loans by
grade and title of loan approval officials.

Type of Loan FLMGS-11/12 DD, FLS or FLC SED
Real Estate $400,000 $500,000 Any amount
Chattels $200,000 $300,000 Any amount
Recreation Loans to $175,000 $300,000 Any amount
Individuals

Note: Approval authority for recreation loans to individuals applies only to property that
secured arecreation loan to an individual or farming corporation, not a recreation

association.

Outgtanding loan balances from other direct or guaranteed FLP loans will not affect the
amount an applicant is eligible to receive under nonprogram loans. Any outstanding
nonprogram loan balances will not affect the amount an applicant is eligible to receive under

any other FLP.

1-FLP (Rev. 1) Amend. 1

Page 2-20




Par. 29

29 Maximum Loan Authorities (Continued)

G Limitationsfor Loan Servicing Actions

In general, approval authority for loan servicing actions, such as subordinations, and transfer
and assumptions, is limited to the approval official’s maximum loan approval authority.
However, the approval official shall review the appropriate FL P handbook for the specific
transaction for further guidance.

Exceptions include the following.

SED may approve subordinations of any amount unless the total EM indebtedness
exceeds $1 million.

All PLS may be approved by any authorized agency official, except SED must approve
PLS if any debt is forgiven.

Any authorized agency official may approve all Disaster Set-Aside actions.

For action on debt settlement applications that exceed the approval official’ s authority,
see RD Instruction 1956-B, Exhibit A.

An approval official cannot approve or reject a servicing request that exceeds the official’s
approval authority. The official must forward the servicing action and recommendations to
the appropriate servicing official for action. Approval officials who have not been delegated
loan approval authority may not approve these loan servicing actions.

30-40 (Reserved)
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Par. 41
Part 3 Miscellaneous Procedures and Systems

41 Nondiscrimination in FLP
A Federal ECOA

FLP must comply with the provisions of ECOA and the implementing regulations of the
Federal Reserve System published in 12 CFR Part 202.

[12 CFR 202.9(b)(1)] The Federal Equal Credit Opportunity Act prohibits creditors
from discriminating against credit applicants on the basis of race, color, religion,
national origin, sex, marital status, age (provided the applicant hasthe capacity to enter
into a binding contract); because all or part of the applicant’sincome derives from any
public assistance program; or because the applicant hasin good faith exer cised any
right under the Consumer Credit Protection Act. The Federal agency that administers
compliance with thislaw is the Federal Trade Commission, Equal Credit Opportunity,
Washington, D.C. 20580.

B USDA Nondiscrimination Policy

[7 CFR 15d.2(a)] No Agency, officer, or employee of the United States Department of
Agriculture shall, on the ground of race, color, religion, sex, age, national origin,
marital status, familial status, sexual orientation, or disability, or because all or part of
an individual’sincome isderived from any public assistance program, exclude from
participation in, deny the benefits of, or subject to discrimination any person in the
United States under any program or activity conducted by the United States
Department of Agriculture.

[7 CFR 15d.2(b)] No person shall be subjected to reprisal for opposing any practice

prohibited by thispart or for filing a complaint or participating in any manner in a
proceeding under this part.
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Par. 41

41 Nondiscrimination in FLP (Continued)

C Nondiscrimination Statement on Notice of Adver se Decision

12-31-07

Include the following nondiscrimination statement on all adverse decision letters.

The Federal Equal Credit Opportunity Act prohibits creditors from discriminating
against credit applicants on the basis of race, color, religion, national origin, sex,
marital status, age (provided the applicant has the capacity to enter a binding contract);
because all or part of the applicant’ s income derives from any public assistance
program; or because the applicant hasin good faith exercised any right under the
Consumer Credit Protection Act. The Federal agency that administers compliance with
thislawisthe Federal Trade Commission, Equal Credit Opportunity, Washington, D.C.
20580.

The U.S Department of Agriculture (USDA) prohibits discrimination in all its programs
and activities 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 all or part of an
individual’ sincome 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 (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 to USDA, Director, Office of Civil Rights, 1400 Independence
Avenue, SW., Washington, D.C. 20250-9410, or call (800) 795-3272 (voice) or

(202) 720-6382 (TDD). USDA isan equal opportunity provider and employer.
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Par. 41
41 Nondiscrimination in FLP (Continued)

D Nondiscrimination Statement on Advertisement of Sale for Inventory Property

Include the following nondiscrimination statement on advertisements announcing the sale of
inventory property.

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs
and activities 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 all of 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
communications 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 to USDA, Director, Office of Civil Rights, 1400
Independence Avenue, S.W., Washington, D.C. 20250-9410, or call (800) 795-3272
(voice) or (202) 720-6382 (TDD). USDA is an equal opportunity provider and employer.

If the material is too small to permit the full statement to be included, the material will at a
minimum include the statement in print no smaller than the text * * * .

*--“The USDA is an equal opportunity provider and employer.”--*

E Nondiscrimination Statement on Materials for Public Information, Public Education or
Distribution

Departmental Regulation 4300-3, Equal Opportunity Public Notification Policy, requires that
the following nondiscrimination statement be included on all materials produced for public

*--information, public education, or public distribution, such as program fact sheets, brochures,
and press releases. The statement shall be in English and languages appropriate to the--*
local population.

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs
and activities 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 all of 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
communications 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 to USDA, Director, Office of Civil Rights, 1400
Independence Avenue, S.W., Washington, D.C. 20250-9410, or call (800) 795-3272
(voice) or (202) 720-6382 (TDD). USDA is an equal opportunity provider and employer.

*--If the material is too small to permit the full statement to be included, the material will at a
minimum include the statement in print no smaller than the text.

“The USDA is an equal opportunity provider and employer.”--*
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Par. 41
41 Nondiscrimination in FLP (Continued)

F Discrimination Complaints

[7 CFR 15d.4(a)] Any person who believes that he or she (or any specific class of
individuals) has been, or is being, subjected to practices prohibited by this part may file
on his or her own, or through an authorized representative, a written complaint
alleging such discrimination. No particular form of complaint is required. The written
complaint must be filed within 180 days from the date the person knew or reasonably
should have known of the alleged discrimination, unless the time is extended for good
cause by the Director of the Office of Civil Rights or his or her designee. Any person
who complains of discrimination under this part in any fashion shall be advised of his
or her right to file a complaint as herein provided.

[7 CFR 15d. 4(b)] All complaints under this part should be filed with the Director of
the Office of Civil Rights, United States Department of Agriculture, Washington, D.C.
20250, who will investigate the complaints. The Director of the Office of Civil Rights
will make final determinations as to the merits of the complaints under this part and as
to the corrective actions required to resolve program complaints. The complainant will
be notified of the final determination on his or her complaint.

Note: If the borrower files a civil rights complaint with FLP personnel, FLP personnel will
immediately submit it to CR.

[7 CFR 15d.4(c)] Any complaint filed under this part alleging discrimination on the
basis of disability will be processed under 7 CFR Part 15e.

G Processing Loan and Servicing Applications When an Applicant Files a Discrimination
Complaint

Under no circumstances will FSA:

e delay the processing of a loan or servicing application pending the outcome of a filed
discrimination complaint

e deny a loan or servicing request because a discrimination complaint has been filed
e accelerate or foreclose a loan before a discrimination complaint is closed.

Note: See subparagraph H for guidance on determining if a discrimination complaint
has been filed.
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Par. 41
41 Nondiscrimination in FLP (Continued)

G Processing Loan and Servicing Applications When an Applicant Files a Discrimination
Complaint (Continued)

If an applicant or borrower files, or has filed, a discrimination complaint against the agency
official responsible for processing the loan or servicing application, DD or SED will assign a
different official to process the request. Processing responsibility may be reassigned to:

e an authorized agency official from either of the following:

e same district, but a different county
e another district

e DD.

Note: Reassignment of processing loan or servicing applications is temporary. When
the investigation is closed, and if it is determined that discrimination did not
occur, the loan or servicing application will be returned to the appropriate office.

H Determining if a Discrimination Complaint Has Been Filed at CR
FLC or designee will contact the National Office by e-mail to ensure that a discrimination
*--complaint has not been filed before borrower account acceleration, again before borrower

account foreclosure, and if needed, just before reclassifying debt as CNC. Before:--*

e acceleration, State Office must contact the National Office for civil rights filing clearance
after conclusion of all primary and preservation loan servicing and related appeal rights

e foreclosure, States with:

e judicial foreclosure, FLC must contact the National Office after account acceleration
and before referring the account to OGC for liquidation action

Note: If a discrimination complaint is filed after referral to DOJ, then DOJ will
decide if the foreclosure shall proceed.

e nonjudicial foreclosure, FLC must contact the National Office after the account has
been accelerated and before the collateral is advertised for foreclosure sale

o*--reclassifying an account as CNC, State Offices must contact the National Office for
civil rights filing clearance.--*

Note: See Exhibit 22 for flow charts of the process used to determine if a discrimination
complaint has been filed and is open at CR.
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Par. 41

41 Nondiscrimination in FLP (Continued)

42

4-21-08 1-FLP (Rev. 1) Amend. 6 Page 3-6

H Determining if a Discrimination Complaint Has Been Filed at CR (Continued)

Seq Exhibit 13 for information to be included in e-mail to the National Office for civil rights
clearance.

Discrimination complaints will be processed according to 18-A0O, Part 7.

Appeals

A General Requirements
FLP applicants and borrowers have the right to request reconsideration, file appeals, and
enter into ADR about adverse decisions according to 7 CFR Part 780 and 7 CFR Part 11.
See 1-APP for FSA’s appeal procedure.

Exceptions: For adverse decisions on:

e |oan servicing requests under 5-FLP, use the appropriate forms and
exhibits to notify borrowers

Note: Appraisals used for homestead protection, including appraisals
used in exercising the option to purchase homestead property, or
used to determine the amount due under shared appreciation
agreements under 5-FLP, may be appealed according to

|paragraph 144|and 1-APP.

e nonprogram loan borrowers, see 4-FLP, paragraph 248.

Note: Regulations published in 7 CFR are available on the GPO web site at
http://www.gpoaccess.gov/cfr/index.html.

B Mandatory Language for Adverse Decision Letters

See 1-APP for mandatory language about reconsideration, appeal, and ADR, to be included
in adverse decision letters. Additional guidance may be issued under the APP notice series.



Par. 42

42 Appeals (Continued)

C AdverseDecisons Involving Appraisals

12-31-07

Text on appraisal reviews provided in subparagraphs D and E will be added to the
reconsideration language provided in 1-APP or APP notices, as applicable, when an adverse
decision is based on real estate or chattel appraisal, except when either of the following

applies:.

e theappraisal isfor PLS or preservation servicing and 5-FLP requires using a specific
form or exhibit

e the appraisal in question was associated with or connected to, an FSA decision wherein
appeal rights were previously offered and concluded.

Note: Appraisals may only be reconsidered or appealed. Mediation is not available on real
estate or chattel appraisals.

See subparagraph 144|

e D for additional guidance about handling real estate independent technical
appraisal reviews received from an applicant or borrower

e E for additional guidance about handling chattel independent appraisal reviews
received from an applicant or borrower

e G for additional guidance when an applicant or borrower identifies errorsin an
appraisal.
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Par. 42
42 Appeals (Continued)

D Real Estate Appraisals

The following text shall be added to the reconsideration paragraph in adverse decision letters
involving areal estate appraisal.

You may request a copy of the real estate appraisal used in our decision. We will provide
you with a copy within five days of your request. If you would like to discuss the
appraisal, or you believe there are errors, including mathematical or property
description errorsin the appraisal, you should request reconsideration.

I ndependent Technical Appraisal Review

If you believe the real estate appraisal FSA obtained isincorrect for reasons other than
those stated above, you may obtain an independent technical appraisal review. Theissue
under reconsideration will be whether FSA'sreal estate appraisal is consistent with the
Uniform Standards of Professional Appraisal Practice. If you want this option, you must
include a copy of the independent technical appraisal review, or notify this office of your
intent to obtain an independent technical appraisal review, in your request for
reconsideration. Thisreview must be provided to this office at the time of or before the
reconsideration meeting. You must pay to obtain a current independent technical
appraisal review from a qualified appraiser. The appraiser and the independent
technical appraisal review must meet the standards contained in FSA regulations. You
may request a copy of the regulations from this office. 1f you cannot find a qualified
appraiser to conduct the independent technical appraisal review, a list of qualified
appraisersisavailablein this office.

If you do not submit an independent technical appraisal review at the time of or before
the reconsideration meeting, you waive your right to have us reconsider the appraisal. If
you submit an independent technical appraisal review, we will determine whether the
appraiser and the independent technical appraisal review meet FSA requirements. If the
independent technical appraisal review meets FSA requirements, we will consider all
comments contained in the independent technical appraisal review and determine if the
appraisal obtained by FSA should be revised.
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Par. 42
42 Appeals (Continued)

E Chattel Appraisals

The following text shall be added to the reconsideration paragraph in adverse decision letters
involving a chattel appraisal.

You may request a copy of the chattel appraisal used in our decision. We will provide
you with a copy within five days of your request. If you would like to discuss the
appraisal, or you believe there are errors, including mathematical or property
description errorsin the appraisal, you should request reconsideration.

I ndependent Appraisal Review

If you believe the chattel appraisal FSA obtained isincorrect for reasons other than those
stated above, you may obtain an independent appraisal review. The issue under
reconsideration will be whether FSA’ s chattel appraisal is consistent with the present
market value of like itemsin your area. If you want this option, you must include a copy
of the independent appraisal review, or notify this office of your intent to obtain an
independent appraisal review, in your request for reconsideration. You must pay to
obtain a current independent appraisal review from a qualified appraiser. Thisreview
must be provided to this office at the time of or before the reconsideration meeting. The
appraiser and the appraisal review must meet standards contained in FSA regulations.
You may request a copy of the regulations from this office. 1f you cannot find a qualified
appraiser to conduct the independent appraisal review, a list of qualified appraisersis
available in this office.

If you do not submit an independent appraisal review at the time of or before the
reconsideration meeting, you waive your right to have us reconsider the appraisal. If you
submit an independent appraisal review, we will determine whether the appraiser and the
appraisal review meet FSA requirements. If the independent appraisal review meets FSA
requirements, we will consider all comments contained in the independent appraisal
review and determine if the appraisal obtained by FSA should be revised.

F Nondiscrimination Statement

The nondiscrimination statement in[subparagraph 41 C must be included in all adverse
decision letters.
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Par. 43
43 Debar ment and Suspension

A Purpose

Individuals and entities, other than loan recipients, who have been debarred or suspended
from Government procurement or nonprocurement programs cannot participate in
transactions with FSA. See 7 CFR 3017.115.

Note: Thisdoes not apply to individuals and entities entering into transactions with
applicants and borrowers without FSA involvement.

Obtain current copy of 7 CFR Part 3017 from the Internet at
http://ecfr.gpoaccess.gov.

B Direct Loanmaking

Loan approval officials shall check the debarment and suspension list before providing
FSA-2341 or FSA-2342, as appropriate, to attorneys, title companies, title insurance
companies, or closing agents conducting loan closing activities.

Notes: Loan approval officials may obtain reports containing debarment and suspension lists
from the Internet at http://epls.arnet.gov. When prompted, enter the user’s name
and read and accept the Privacy Act terms and conditions. After accepting the terms
and conditions, access will be granted to view, download, or print the available
Excluded Parties List System reports. A copy of the screenswill be filed in the case
file.

If the attorney, title company, title insurance company, or closing agent selected is
debarred or suspended, the applicant must make a new selection.
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Par. 43
43 Debarment and Suspension (Continued)

C Guaranteed Loanmaking

SED shall review CLP and PLP lenders and their officers and agents for debarment or
suspension as follows:

e Dbefore submitting to DAFLP for approval to obtain status
e during the annual review of lender’s status according to 2-FLP, paragraph 267.

Loan approval officials shall review SEL’s and their officers and agents before issuing
FSA-2232.

D Causes for Debarment or Suspension
The causes for initiating and the actions required to initiate:

e debarmentare in 7 CFR Part 3017, Subpart H
e suspension are in 7 CFR Part 3017, Subpart G.

E Exceptions
The Secretary of Agriculture or designee may grant a written exception permitting a

debarred or suspended person or entity to participate in a covered transaction according to
7 CFR 3017.120.
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Par. 44
44 Collecting and Coding Ethnicity, Race, and Gender Information

A Purpose

FSA collects ethnicity, race, and gender information for reporting purposes and to ensure that
targeted funds are made available to SDA’s and monitor SDA participation rates in FLP.

B Procedure for Collecting and Coding Ethnicity, Race, and Gender Information

FSA-2001, FSA-2211, FSA-2212, and FSA-2301 are used to request ethnicity, race, and
gender information of the applicant. This information may be requested only on an FSA
approved form. An applicant’s response to this request is optional. However, the authorized
agency official must inform all applicants that for an applicant to be eligible for socially
disadvantaged funds, FSA will need his or her ethnicity, race, and gender information.

*--When FSA receives a loan application, FSA will enter the ethnicity, race, and gender--*
information into SCIMS so that the information can be downloaded to DLS and GLS.
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Par. 44

44 Coallecting and Coding Ethnicity, Race, and Gender Information (Continued)

C Ethnicity, Race, and Gender Classifications

An applicant, including individual entity members, may identify:

12-31-07

his or her ethnicity as either of the following:

Hispanic or Latino - a person of Mexican, Puerto Rican, Cuban, Central or South
American, or other Spanish Culture or origin, regardless of race

not Hispanic or Latino

himself or herself as a member of 1 or more of the following races:

Asian - a person having origins in any of the original peoples of the Far East,
Southeast Asia, or the Indian Subcontinent including, for example, Cambodia, China,
India, Japan, Korea, Malaysia, Pakistan, the Philippine Islands, Thailand, and
Vietnam

American Indian or Alaskan Native - a person having origins in any of the original
peoples of North and South America (including Central America), and who maintains
tribal affiliation or community attachment

Black or African American — a person having origins in any of the black racial groups
of Africa

Native Hawaiian or other Pacific Islander - a person having origins in any of the
original peoples of Hawaii, Guam, Samoa, or other Pacific Islands

White - a person having origins in any of the original peoples of Europe, North
Africa, or the Middle East

his or her gender as male or female.
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Par. 45
45 Allocating L oan Program Funds

A General
[7 CFR 761.201(a)] Thissubpart addresses:
(1) The allocation of fundsfor direct and guaranteed FO and OL loans:
(2) The establishment of socially disadvantaged target participation rates, and
(3) Thereservation of loan fundsfor beginning farmers.
[7 CFR 761.201(b)] The Agency does not allocate EM loan fundsto State Offices but
makes funds available following a designated or declared disaster. EM loan fundsare
available on afirst-come first-served basis.

B Timing of the Allocation of FO and OL Funds
[7 CFR 761.202] The Agency’s National Office allocates fundsfor FO and OL loansto
the State Offices on afiscal year basis, as made available by the Office of M anagement
and Budget. However, the National Office will retain control over the fundswhen

funding or administrative constraints make allocation to State Offices impractical.

[7 CFR 761.201(c)] State Funding information isavailable for review in any State
Office.

C National Reservesfor FO and OL Funds
[7 CFR 761.203(a)] At the start of each fiscal year, the National Officereservesa
portion of the funds available for each direct and guaranteed loan program. These
reserves enable the Agency to meet unexpected or justifiable program needs during the
fiscal year.

[7 CFR 761.203(b)] The National Office distributesfundsfrom thereserveto one or
more State Officesto meet a program need or Agency objective.
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Par. 45
45 Allocating Loan Program Funds (Continued)

D Methods of Allocating Fundsto State Offices

[7 CFR 761.204] FO and OL loan funds are allocated to State Offices using one or
mor e of the following allocation methods:

[7 CFR 761.204(a)] Formula allocation, if data, as specified in 8 761.205
subparagraph 45|E), is available to use the formula for the State.

[7 CFR 761.204(b)] Administrative allocation, if the Agency cannot adequately meet
program objectiveswith a formula allocation. The National Office determinesthe
amount of an administrative allocation on a case-by-case basis.

[7 CFR 761.204(c)] Base allocation, to ensure funding for at least oneloan in each
State, District, or County Office. In making a base allocation, the National Office may
use criteria other than those used in the formula allocation, such as historical Agency
funding information.

E Computing a Formula Allocation
[7 CFR 761.205(a)] Theformula allocation for FO or OL loan fundsisequal to:
(1) Theamount available for allocation by the Agency minusthe amountsheld in the

National Office reserve and distributed by base and administrative allocation,
multiplied by:

formula allocation = (amount available for allocation - national reserve - base
allocation - administrative allocation) x State Factor

(2) The State Factor, which representsthe percentage of the total amount of the funds
for aloan program that the National Office allocatesto a State Office.

[7 CFR 761.205(b)] To calculate the State Factor, the Agency:

(1) Usesthefollowing criteria, data sources, and weights:
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45 Allocating Loan Program Funds (Continued)

E Computing a Formula Allocation (Continued)

12-31-07

Par. 45

WEIGHT FOR
FARM WEIGHT FOR
OWNERSHIP OPERATING
LOAN TYPE LOANS LOANS
CRITERION IS
CRITERIA USED FOR DATA SOURCE (percent) (per cent)

Farm operatorswith FO and OL loans | U.S. Census of 15 15
sales of $2,500-$39,999 Agriculture
and lessthan 200 days
work off thefarm
Farm operatorswith FO and OL loans | U.S. Census of 35 35
sales of $40,000 or more Agriculture
and lessthan 200 days
work off farm
Tenant farm operators | FO and OL loans | U.S. Census of 25 20

Agriculture
Three-year averagenet | FO and OL loans | USDA Economic 15 15
farm income Research Service
Value of farmreal FO loans USDA Economic 10 N/A
estate assets Research Service
Value of farm non-real | OL loans USDA Economic N/A 15
estate assets Research Service

(2) Determines each State's percentage of the national total for each criterion;

(3) Multipliesthe percentage for each State determined in paragraph (b)(2) of this
section by the applicable weight for that criterion;

(4) Sumstheweighted criteria for each Stateto obtain the State factor.

Pooling of Unobligated Funds Allocated to State Offices

[7 CFR 761.206] The Agency periodically pools unobligated FO and OL loan funds

that have been allocated to State Offices. When pooling these funds, the Agency places
all unobligated fundsin the appropriate National Office reserve. The pooled funds may
beretained in the national reserve or bereallocated to the States.

A FLP notice will be issued before pooling of funds occurs.

1-FLP (Rev. 1) Amend. 1

Page 3-16



Par. 45

45 Allocating Loan Program Funds (Continued)

G

12-31-07

Distribution of Farm Loan Funds by State Offices
[7 CFR 761.207] A State Office may distribute its allocation of loan funds to District or
County level using the same allocation methods that are available to the National
Office. State Offices may reserve a portion of the funds to meet unexpected or
justifiable program needs during the fiscal year.
Target Participation Rates for Socially Disadvantaged Target Groups

[7 CFR 761.208(a)] (1) The Agency establishes target participation rates for providing
FO and OL loans to members of socially disadvantaged groups.

(2) The Agency sets the target participation rates for State and County levels annually.

(3) When distributing loan funds in counties within Indian reservations, the Agency
will allocate the funds on a reservation-wide basis.

(4) The Agency reserves and allocates sufficient loan funds to achieve these target
participation rates. The Agency may also use funds that are not reserved and
allocated for socially disadvantaged groups to make or guarantee loans to members
of socially disadvantaged groups.

FO’s Based on Ethnicity or Race

[7 CFR 761.208(b)] The FO loan target participation rate based on ethnicity or race in
each:

(1) State is equal to the percent of the total rural population in the State who are
members of such socially disadvantaged groups.

(2) County is equal to the percent of rural population in the county who are members of
such socially disadvantaged groups.

OL Based on Ethnicity or Race

[7 CFR 761.208(c)] The OL loan target participation rate based on ethnicity or race in
each:

(1) State is equal to the percent of the total number of farmers in the State who are
members of such socially disadvantaged groups.

(2) County is equal to the percent of the total number of farmers in the county who are
members of socially disadvantaged ethnic groups.
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Par. 45
45 Allocating Loan Program Funds (Continued)

K Target Participation Rate for Women Farmers
[7 CFR 761.208(d)] (1) The target participation rate for women farmers in each:
(i) State is equal to the percent of farmers in the State who are women.
(if) County is equal to the percent of farmers in the county who are women.

(2) In developing target participation rates for women, the Agency will consider the
number of women who are current farmers and potential farmers.

L Loan Funds for Beginning Farmers
[7 CFR 761.209] Each fiscal year, the Agency reserves a portion of direct and
guaranteed FO and OL loan funds for beginning farmers in accordance with section
346(b)(2) of the Act.

Direct FO and OL funds are reserved until September 1 of each FY. Beginning farmer
downpayment funds are reserved until April 1 of each FY.

Note: Between April 1 and September 1 of each FY, beginning farmer downpayment funds
may be used by any eligible beginning farmer.

Guaranteed FO and OL funds are reserved until April 1 of each FY.
Note: An FLP notice will be issued before the lifting of targets.
M Transfer of Funds

[7 CFR 761.210] If sufficient unsubsidized guaranteed OL funds are available, then
beginning on:

(a) August 1 of each fiscal year, the Agency will use available unsubsidized guaranteed
*--OL loan funds to make approved direct FO loans to beginning farmers and socially
disadvantaged farmers under the Downpayment loan program; and--*

(b) September 1 of each fiscal year the Agency will use available unsubsidized
guaranteed OL loan funds to make approved direct FO loans to beginning farmers.
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Par. 46
46 Maintaining Borrower Addresses and Service Center Office Codes

A Changing Borrower Address Records

An authorized agency official must maintain correct addresses for all direct and guaranteed
loan borrowers within the authorized agency official’s jurisdiction and caseload.

An authorized agency official should make borrower address changes by processing ADPS
transactions 4A, 4B, 4C, or 4D, and by updating GLS or SCIMS, as appropriate.

Forms for requesting updated addresses include FSA-470, which FSA mailsto the
borrower’s last known address, and FSA-137, which requests address information from
USPS.

B Related Instructions

See 4-FLP, Part 12 for transferring servicing responsibilities when an existing borrower
moves to an area serviced by a different County Office.

C Changing Servicing Office Codes

FSA-2125 will be used by State Offices to change servicing office codes and mail codes
when all files for 1 or more County Office are moved.
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Par. 47
47 Ensuring Borrower Compliance with Restrictions on L obbying

A Overview

[7 CFR 761.5] A person who appliesfor or receivesaloan made or guaranteed by the
Agency must comply with therestrictionson lobbyingin 7 CFR Part 3018.

USDA regulations about restrictions on lobbying are published in 7 CFR Part 3018. This
paragraph provides guidance about the implementing 7 CFR Part 3018 for FLP loan
applicants and borrowers.
Note: CFR citations refer to Departmental regulations.

B Applicant and Lender Certification
Any applicant for adirect or guaranteed loan exceeding $150,000 must certify compliance
with lobbying activities requirements. The certification is obtained from all loan applicants
on FSA-2001, FSA-2211, and FSA-2212.
Lenders applying for aloan guarantee exceeding $150,000 must certify compliance with
lobbying activities requirements. The certification is obtained from all lenders on
FSA-2201.

Additional information on certification requirementsis available in 7 CFR 3018.110, which
isincluded in subparagraph D.
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Par. 47
47 Ensuring Borrower Compliance with Restrictions on Lobbying (Continued)

C Disclosure of Lobbying Activities

Any person or entity who is required to certify compliance with lobbying activities
requirements may have to complete SF-LLL. In particular, any person or entity must
complete SF-LLL if they have made or have agreed to make any payment using funds other
than appropriated funds to influence a decision in connection with the loan or loan guarantee.
This requirement also applies to any person who requests or receives a contract or
subcontract of at least $100,000 under aloan or loan guarantee exceeding $150,000.

SF-LLL must be submitted at the time of loan or guarantee application and in each calendar
quarter in which there occurs any event that requires disclosure or that materially affects the
accuracy of the information contained in any disclosure form previously filed by such person
under paragraphs (a) or (b) of 7 CFR 3018.110 (see subparagraph D). An event that
materially affects the accuracy of the information reported includes 1 or more of the
following.

e A cumulative increase of $25,000 or more in the amount paid or expected to be paid for
influencing or attempting to influence a covered Federal action.

e A change in the persons or individuals influencing or atempting to influence a covered
Federal action.

e A change in the officers, employees, or members contacted to influence or atempt to
influence a covered Federal action.

A new SF-LLL must be submitted if and when a borrower changes contractors or
subcontractors.

All involved contractors, subcontractors, and grantees must collect disclosures from lower
tiers and submit them to higher tiers. The borrower or lender must submit all the disclosures
to FSA.

The authorized agency official must file all original disclosures and immediately send copies
to the following:

e SED

e USDA OFFICE OF OPERATIONS
PROCUREMENT DIVISION
STOP 9850
1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250
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Par. 47
47 Ensuring Borrower Compliance with Restrictions on Lobbying (Continued)

D USDA Certification and Disclosure Requirements

7 CFR 3018.110 Certification and Disclosur e*

(a) Each person shall filea certification, and a disclosur e form, if required, with each
submission that initiates Agency consider ation of such person for:

(1) Award of aFederal contract, grant, or cooper ative agreement exceeding $100,000;
or

(2) Anaward of a Federal loan or acommitment providing for the United Statesto
insureor guarantee a loan exceeding $150,000.

(b) Each person shall filea certification, and a disclosur e form, if required, upon
receipt by such person of:

(1) A federal contract, grant, or cooper ative agreement exceeding $100,000; or

(2) A Federal loan or commitment providing for the United States to insure or
guar antee a loan exceeding $150,000,

Unless such person previously filed a certification, and a disclosur e form, if required, under
par agraph (a) of this section.

(c) Each person shall filea disclosur e form at the end of each calendar quarter in which
ther e occurs any event that requires disclosure or that materially affects the accuracy of
the infor mation contained in any disclosure form previously filed by such person under
paragraphs (a) or (b) of this section. An event that materially affects the accur acy of
the infor mation reported includes:

(1) A cumulative increase of $25,000 or morein the amount paid or expected to be paid
for influencing or attempting to influence a covered Federal action; or

(2) A changein the person(s) or individual(s) influencing or attempting to influence a
covered Federal action; or

(3) A changein the officer(s), employee(s), or Member (s) contacted to influence or
attempt to influence a covered Federal action.

(d) Any person who requests or receives from a person referred to in paragraphs (a) or
(b) of this section:

(1) A subcontract exceeding $100,000 at any tier under a Federal contract;

(2) A subgrant, contract, or subcontract exceeding $100,000 at any tier under a Federal
grant;

(3) A contract or subcontract exceeding $100,000 at any tier under a Federal loan
exceeding $150,000; or

(4) A contract or subcontract exceeding $100,000 at any tier under a Federal
cooper ative agreement,

Shall file a certification, and a disclosure form, if required, to the next tier above.
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Par. 47

47 Ensuring Borrower Compliance with Restrictions on Lobbying (Continued)

D

USDA Certification and Disclosure Requirements (Continued)

7 CFR 3018.110 Certification and Disclosur e (Continued)

(e) All disclosure forms, but not certifications, shall be forwarded from tier to tier until
received by the person referred to in paragraphs (a) and (b) of this section. That person
shall forward all disclosure formsto the Agency.

(f) Any certification or disclosure form filed under paragraph (€) of this section shall
betreated asa material representation of the fact upon which all receiving tiers shall
rely. All liability arising from an erroneous representation shall be bor ne solely by the
tier filing that representation and shall not be shared by any tier to which the erroneous
representation is forwarded. Submitting an erroneous certification or disclosure
constitutes a failure to filethe required certification or disclosure, respectively. If a
person failsto file arequired certification or disclosure, the United States may pursue
all available remedies, including those authorized by section 1352, title 31, U.S. Code.

(g) For awards and commitmentsin process prior to December 23, 1989, but not made
before that date, certifications shall berequired at award or commitment, covering
activities occurring between December 23, 1989, and the date of award or commitment.
However, for awards and commitmentsin process prior to the December 23, 1989
effective date of these provisions, but not made before December 23, 1989, disclosure
forms shall not be required at time of award or commitment but shall be filed within 30
days.

(h) Noreporting isrequired for an activity paid for with appropriated fundsif that
activity isallowable under either Subpart B or C [of 7 CFR Part 3018].

12-31-07
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Par. 48

48 Credit Reports

A

12-31-07

Overview
FSA uses credit reportsto assist in determining:

e €ligibility of applicants and borrowers requesting FSA loans and loan servicing options
o feasibility of the applicant’s farming operation
e debt settlement eligibility and feasibility.

See 3-FLP for direct loanmaking and 4-FLP and 5-FLP for direct loan servicing to specify
when credit reports are required.

Confidentiality

The information in a credit report is confidential and is used only as an aid in conducting
FSA business. FSA must make credit reports available to the subject of the report in
response to arequest made under the Privacy Act of 1974. See 3-INFO.

Mortgage Credit Reports
The following are the 2 types of mortgage credit reports:

e anindividual report provides information on 1 person only
e ajoint report provides information on a married couple.

FSA will order a mortgage credit report to obtain all credit and public record information
available for at least the previous 2 years.

Commercial Credit Report

A commercial credit report provides information on an entity. A commercial credit report is
available only for a separate legal entity. Thus, FSA will order a mortgage credit report
rather than a commercial credit report when the applicant is an informal partnership. FSA
also may order an individual mortgage credit report on the majority owners (principal
members) of an entity.

A commercial credit report normally consists of BIR. BIR isacomponent of acommercial
credit report that includes the following:

summary section that highlights important data elements

historical background on the business entity’s principals and the entity itself
review of the entity’s financial condition and trend of sales and earnings
payment record reported by suppliers

brief description of related entities

public filings

special events

description of the entity’s operation.
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Par. 48
Credit Reports (Continued)

E Ordering Mortgage Credit Report

*--Authorized agency officials who have access to FBP will access Equifax, Experian, and--*
Trans Union data through the FBP “General” menu screen.

Seq Exhibit 15 for ordering credit reports through FBP.
F Ordering Credit Reports for Nonapplicants

There may be instances when FSA must order a joint credit report in which the spouse is
required to sign the promissory note for repayment purposes, but the spouse may not have to
sign the application as a co-applicant. The credit report will be ordered in the same manner
that all other joint credit reports are ordered. The County Office must however, have the
nonapplicant spouse sign FSA-2007 before the credit report is ordered.

G When Mortgage and Commercial Credit Reports Are Not Acceptable

*--If a County Office has problems with a credit report or credit reporting agency (e.g. data on
the report is incomplete or the contractor is not complying with contract terms), then the
County Office will contact the State Office for assistance.

Note: Agency officials will not intervene on behalf of the applicant/borrower in matters
about disputed information, balances, or credit scores or ratings. These disputes will
be handled according to subparagraph H.

If the issue is significant and the State Office needs assistance in resolving, the State Office
shall contact DAFLP at the following.--*

FSA DAFLP PDEED

STOP 0521

1280 MARYLAND AVE SW
SUITE 270

WASHINGTON DC 20024

Telephone: 202-720-3647
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Par. 48
48 Credit Reports (Continued)

H When the Applicant Disputes Information on the Credit Report

If the applicant/borrower disagrees with or disputes information reflected on the credit report,
refer the applicant/borrower to the company or companies issuing the credit report at the
following phone numbers:

e Trans Union at 312-258-1717 to obtain a copy of their credit report or 800-916-8800 for
customer service

e Experian at 888-397-3742 to obtain a copy of their credit report or 800-831-5614,
extension 3 for customer service

e Equifax at 800-685-1111 to obtain a copy of their credit report or 800-685-5000,
extension 2 for customer service.

Note: Agency officials will not intervene on behalf of the applicant/borrower in matters
concerning disputed information, balances, credit scores, or ratings.

I Credit Report Fees - Cost to the Applicant

Applicants will be charged for reports according to the following.

Applicant Cost
Individual $13.50
Joint $20.25
Entity $75.00

*--Notes: A husband and wife, who are members of an entity, will be charged a joint credit
report fee. Individual credit reports will then be obtained for each.--*

No fee will be collected for servicing only applications according to 4-FLP,
subparagraph 116 A or 5-FLP, subparagraph 81 C.

J Recording Fees

The appropriate fee for credit reports collected will be recorded on FSA-2001 and FSA-2301.
K Processing Credit Report Fees

See 3-FI to process credit report fees.
L Payment of Invoices for Credit Reports

The National Office will:

e receive monthly invoices showing State usage
e submit payment to the vendor for credit reports generated through FBP.

9-23-09 1-FLP (Rev. 1) Amend. 31 Page 3-26



Par. 49

49 DLS and MAC

A DLS

DLS is the required system for loanmaking information and activities.

DLS:

tracks each loan request in an application package from receipt to final disposition
obligates loans through its interaction with PLAS

submits check/EFT requests through PLAS

submits loan closing to PLAS

provides an interactive task checklist

monitors the disbursement of loan funds

provides reports of loanmaking activities and processing timeframes

B MAC

MAC is a required tracking and follow-up system used by County Office employees for loan
servicing activities only.

MAC:

tracks loan servicing options, activities, timeframes, and appeal options

has automated follow-up reminders to assist County Office employees in meeting
deadlines for loan servicing activities

provides loan account information, such as principal and interest amounts
shares information with SCIMS
warehouses information for reporting purposes

has automated reporting capabilities.

The National Office uses MAC data in reports to Congress, CR, and FSA senior
management. In addition, the data is used to determine whether FSA loan servicing goals are
being/have been met.

12-31-07
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Par. 49
DLS and MAC (Continued)

C User Assistance

The DLS/MAC User’s Guides can be referenced for any specific questions. They can be
obtained by accessing FLP web site at

*--https://arcticocean.sc.egov.usda.gov/flp/IndexServlet then selecting manuals on the left--*
navigation bar. * * *

D Maintaining and Updating DLS/MAC
FCAO is responsible for computer implementation and upgrades. The National Office is
responsible for user requirements, updates to accommodate regulatory and statutory changes,
and other revisions as needed. State and County Office employees are responsible for data
entry of customer and loan information as it is received.

E Security

To obtain an ID and password, users must submit requests according to appropriate IRM
directives.
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Par. 50
50 GLS

A Purpose and Overview

GL S was designed to account for all loanmaking and loan servicing activity for guaranteed
loans. GLSisused to:

e track the processing of guaranteed loan applications, including obligation and loan
closing

e process all loan servicing transactions, including interest assistance claims, transfers and
assumptions, repurchases, reamortizations, and loss claims

e record guaranteed loan status and default status reports

e maintain lender information, including lender status

obtain reports for monitoring the guaranteed loan portfolio.

The data entered into GLS is used to monitor individual loan accounts, as well asto provide
reportsto Congress, CR, Executive Branch, FSA senior management, and parties making
FOIA requests. It isFSA’s accounting tool for the Guaranteed Loan Program.

B GLSUser Assistance

For specific guidance, the following user guides can be found by logging in the GLS web site
using required eAuthentication permissions and selecting “Loan Servicing User Guide”.

e FLP Applications System, FLP Application Package Maintenance, FLP Loan Request
Maintenance, FLP Quick Reference Guide, FSA Forms can be found by accessing
“Help” link from the GLS Home Page.

e GLS Farm Loan Guaranteed Loan Servicing Detailed Transactions, dated May 2001 can
be found by accessing the “Loan Servicing User Guide” link from the FSA Home Page.

e FLP Loan Maintenance can be found by accessing the “Help” link from the Loan List
Page.

Additional information is provided in the Guaranteed Loan System Farm Loan User Guide,
Status and Default Status Reporting, dated March 1998.
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Par. 50
50 GL S (Continued)

C Responsibility for Maintaining and Updating GL S
FSC, FLOO isresponsible for system upgrades. The National Office is responsible for user
requirements, updates to accommodate regulatory and statutory changes, and other revisions

as needed. County Office and FSC, FLOO employees are responsible for data entry of
customer and loan information.

D Security

ToobtainaGLS ID and password, users must submit requests according to appropriate IRM
directives.
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Par. 51

FOCUS

A

Purpose and Overview

FOCUS is an ad-hoc reporting system used by the National and State Offices for monitoring
purposes. Users may choose to use “canned” reportsor may prepare specific reports, as
needed, using:

e direct loan data entered through ADPS
e application data entered in DLS.

User Assistance

Refer to the USDA FOCUS Ad Hoc Reporting System Manual — Field Office User’s Manual
for guidance. The User’s Manual may be obtained by ordering Item 257 from the Kansas
City Warehouse.

Training

State Office employees shall submit requests for training, through SED, to either of the
following:

e USDA FSA DAFLP
STOP 0520
1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0520
e FAX: 202-690-3573
Security

To obtain an ID and password, users must submit requests according to appropriate IRM
directives.
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52 ADPS

Par. 52

A Purpose

ADPS isaterminal application system that allows users to process FLP accounting
transactions and view borrower or acquired property information. ADPS connects users
located at State and County Officesto FSC, FLOO. Authorized users can access this system
with a System 36 or 3B2 computer terminal. Authorized users shall enter and use
information in ADPS for both loanmaking and loan servicing purposes.

B Oveview

ADPS is used to:

12-31-07

manuscript transactions and analyze and correct transactions rejected from updates
(discrepancies)

view aborrower’s loan status information, which lists the following:
e unpaid balances of existing direct loans along with basic information about each loan
e cross-reference data from throughout the nation

e (detailed history of transactions

route selected ADPS-manuscripted or discrepancy transactions that have to be processed
by FSC, FLOO using special routing codes

create atransaction suspense file for transactions awaiting the processing of other actions

code transactions for automatic update, eliminating the need to take any further action to
process the transactions

view received, processed, and corrected payment activity

view acquired property information and detailed history of transactions processed for an
acquired property.

1-FLP (Rev. 1) Amend. 1 Page 3-32



Par. 52
52 ADPS (Continued)

C ADPS Assistance
ADPS Online Help is:

e acomputer-based system that provides ADPS processing information in the form of
online reference material (Reference) and pop-up windows

e accessed from the terminal screen.

The online material reference provides general information about ADPS transactions,
definitions, and code values for all short descriptions and mnemonics on transaction detail
screens and status screens, discrepancy code definitions, and corrective actions. Pop-up
windows provide information for pre-manuscripting validations and manuscript transactions.

* X *

For information on ADPS, contact the State Office Automation Coordinator or, if authorized,
the Help Desk at 1-800-457-3642. The Help Desk will provide information, guidance, and
technical assistance in resolving problems about ADPS operations.

D Requesting Changes to the User Documentation
To initiate a change to the user documentation, submit FmHA 2006-21 to the following.
USDA RURAL DEVELOPMENT
USER DOCUMENTATION STAFF
MAIL CODE 421

1520 MARKET STREET
ST LOUIS MO 63103
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Par. 52
52 ADPS (Continued)

E Maintaining Program Records

If an ADPS transaction does not have a related input document or authorizing form, such as a
check request or name and address change form, Service Centers shall generate a printout of
the completed input screen. The approving official or delegate must sign and date the
printout.

When routing or mailing transactions to FSC, FLOO, the authorized agency official must
retain the original documents, screen printouts, and transmittal letters. These will be filed in
the case folder after verifying that the transaction has been processed.

Screen printouts must be retained in position 2 of the case folder according to 25-AS
retention requirements for the folder and its entire contents.

Each workday, users must access ADPS to determine the transactions that have been
processed or rejected. Users must file processed transaction screens, correct discrepancies,
and annotate the related source/input document with the corrected information. Users must
generate screen printouts of all corrections and file them with the original input document.

F Using “OK to Apply Codes”

“OK to Apply Codes” are used to process a transaction or correct a discrepancy as required
by the online assistance for processing transactions. The user shall file a copy of the screen
printout to verify the use of an “OK to Apply Code”. Screen printouts will be retained in the
case folder according to 25-AS retention requirements for the folder and its entire contents.

G Processing Schedule

Users must process transactions within 10 calendar days of the effective date. If a
discrepancy occurs, the transaction must be corrected within 5 calendar days of the initial
rejection date. An additional 15 calendar days are allowed for correcting discrepancies
with a suspend code on the borrower account. An exception to this standard is allowed for
TC 8M. Limited resource reviews performed during the month must be processed by the
fifth calendar day of the following month to be considered timely.
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Par. 52
52 ADPS (Continued)

H State Office Action
State Offices shall monitor the use of “OK to Apply Codes’” using FOCUS Discrepancy
Report DS-04, “Use of OK to Apply Codes’. This report should be reviewed annually to
ensure that “OK to Apply Codes’ are being used properly and not in excess. Borrower case
files should be reviewed on TC's 1A, 1B, 1G, and 1M.
State Offices should monitor the timely processing of transactions by using FOCUS
Discrepancy Reports DS-03, “Report of Manuscripted Transactions by Jurisdiction Code,
Transaction Code, and Borrower Case Number”, and DS-01, “Aging of Discrepanciesin
Field Office Jurisdictions’.

A rating of less than 80 percent of the jurisdictional transactions filed timely is unacceptable.
SED shall ensure timely initial processing and that a County Office is at an acceptable level

by:

e training at least 2 employees to process transactions

e requiring loan closing agents to return documents the day of loan closing

e processing transactions as of the effective date or the next workday thereafter

e using “Action Pending Codes’ from Online Help when necessary to delay initial
processing or make discrepancy corrections.

| ADPSTC’sand Titles

The following provides ADPS TC's and titles.

TC Title

1A** | Insured Loan or Grant - Obligation Only

1A Guaranteed Loan - Obligation Only

1B Loan/Grant - Obligation With Check Request

1C** | Check Request

1D** | Cancellation of Loan/Grant - Obligation Only

1E* Check Cancellation - Obligation Retained
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52 ADPS (Continued)

I ADPSTC’'sand Titles (Continued)

Par. 52

TC Title
1F* | Loan Closing
1G Credit Sale
1H Cash Sale/Transfer - Acquired Property
1l Judgment Cost
1r Cancellation of Loan and/or Check
1K* Nonrecoverable Cost
1L/L1 | Recoverable Loan Cost
M New Rates and Terms - Real Estate/Operating Loan
10* Natural Resource Conservation Service Advance
1P* Insurance Charge
1R* Default Charge
1S Lease of Real Property
1T Correction of Statistical Information
1w Loan Charge Adjustment
1X Acquired Property Cost
1Y+ Loan/Grant Cancellation - Obligation and Check
2A* Field Office Cash Collection - Initial Update
2B* Field Office Cash Collection - Subsequent Update
2C* Cash Uncollectible - Field Office Payment
2E* Cash Collection - Acquired Property or Lease Payment
2F* Reversal and Reapplication of Payment - Same Borrower
2R* Cash Collection Refund
2U* Reversal and Reapplication of Payment - Different Borrower
2W* Cash Uncollectible - Direct Payment
2X* Direct Payment Cash Collection - Initial Update
2Y* Direct Payment Cash Collection - Subsequent Update
27* Reapplication - Correct Payment Type
3B Notice of Judgment
3C* Default Credit

12-31-07
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ADPS (Continued)

ADPS TC’s and Titles (Continued)

Par. 52

TC Title
3E Acquisition - Property
3F* Employee Defalcation
3G Noncash Credit - Administrative Adjustment
3H* Noncash Credit - Conservation Contract
3K Debt Settlement
3L Writeoff Lease Account
3N* Noncash Application - Assumption Agreement
*--30* --* | Equity Receivable Amortization - Shared Appreciation Loan
3P* Noncash Credit - 3" Party Judgment
3Q Net Recovery Buyout/SFH Equity Recapture
3R Shared Appreciation Writedown
3T Notice of 3" Party Judgment
3V Equity Receivable
3Y Acquired Property - Conservation Easement
4A Change in Case Number and Loan Number
4B Change in ZIP Code
*--AC* --* | Change in Name and Address
4D Change in Case Number, Name, and Address
4E* Replacement of Interim Instruments - Amortized/Bond Accounts
4F* Change in Loan Number
4G* Assumption Agreement - Same Rates and Terms
4J* Focal Interest Adjustment
4K* Reopen Closed Property/Lease Account
4K/K4 |Reopen Closed Borrower/Holder/Equity Account - Establish Settlement Code
4L* Correction of Annual Installments
4AM* | Maturing of Account
4AN* Acceleration of a Borrower Account
40* Deceleration of a Borrower Account
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52 ADPS (Continued)
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ADPS TC’s and Titles (Continued)

Par. 52

TC Title

4p* Schedule Status Adjustment

4Q* Loan Bond Installments

4R* Adjustment of Bond Installments

4S* Miscellaneous Adjustments

4U* Reestablish Loan Account - Name and Address

4X Direct Payment Plan Change

5A Case Reclassification - Collection Only to Active

5B Case Reclassification - Active to Collection Only

5C* Change in Kind Code

5D Change in Veteran Status - to Veteran

5E* Establish Suspend Code

5F Remove Suspend Code

5G Establish Descriptive Code

5H Remove Descriptive Code

5] Change Purchase Code

5K Change in Veteran Status - to Nonveteran

5L Acquired Property Maintenance

5M Change in Race/Type of Applicant/Collateral/Acceleration Date/Training Code
and Dates

5N Change in Statistical Codes

5Q* Correction of Association/Bond/Document/Payment Code

5R* File Adjustment
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52 ADPS (Continued)

I ADPS TC’s and Titles (Continued)

TC Title
5S* Record Debt Set-Aside
5S Record Installment Set-Aside
5T* Reverse Debt Set-Aside
5T Reverse/Cancel Installment Set-Aside
5w Record/Reverse Loan Deferral
S5X* Reverse Loan Deferral Expiration/Cancellation
5Y Record Loan Deferral Expiration/Cancellation
8H* Split/Combine Loans - Account Status
8M Limited Resource Loan Review
8N Record Borrower/Loan Classification Data
8P Acquired Property - Subdivision
8R Interest Rate Adjustment
9E Suspend Code - Acquired Property
9G Change in Borrower/Property Mail Code
GA(4030) |Guaranteed Loan Closing Report
GB(4031) Request Interest Assistance/Interest Rate Buydown/Subsidy Payment to
Guaranteed Loan Lender
HA(4930)* | Reverse a Guaranteed Loan Closing Report
HB(4931)* | Reverse/Adjust a Subsidy Payment to Guaranteed Loan Lender

Note: The asterisk (*) denotes transactions processed by FSC, FLOO only. The double
asterisk (**) denotes transactions that are processed through DLS to PLAS.
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Par. 53

A Requesting CAIVRS ID and Password

Employees who perform CAIVRS checks shall request a CAIVRS ID and password
according to the following.

Step

Action

1

Access the CAIVRS web site at
http://www.hud.gov/offices/hsq/sfh/sys/caivrs/caivrs.cfm.

2

CLICK *“Using CAIVRS”,

3

Under “Government Agencies”, CLICK “Registration for Government User ID”.

4

Follow the instructions to obtain a government user 1D.

For “Select Agency/Program”, CLICK “USDA/Farm Service” and continue entering
the required information.

CLICK *“Send Application” and the request for a government user ID will be

processed.

Once the CAIVRS ID and password request has been completed, users must:

e complete FSA-13-A, items 1 through 13 and item 37
e forward the completed FSA-13-A to the State SLR.

The State SLR must enter FSA-13-A information into ERSR before a CAIVRS ID and
password can be issued.

Upon receiving ERSR from the State SLR, the FSA CAIVRS administrator will provide by
e-mail, a CAIVRS ID and password to the requesting employee within 3 working days.

Note:

6-17-08

CAIVRS passwords are valid for 21 calendar days and must be reset before expiring.
Passwords must be exactly 6 characters, are case sensitive, and must contain at least
1 letter and 1 number. For forgotten or expired password assistance, contact the
Security Operations Help Desk at 800-255-2434, option 2.--*
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*--53 CAIVRS (Continued)

B Using CAIVRS

Perform a CAIVRS inquiry according to the following.

Step Action

1 Access the CAIVRS web site at https://entp.hud.gov/caivrs/public/home.html.
2 CLICK “Government User Menu”.

3 Enter CAIVRS ID and password.

4 Select the function to perform when prescreening an applicant, such as “CAIVRS
Authorization”.

5 Select the agency or program that is prescreening the applicant from the agency
list.

6 Enter the applicant’s Social Security number or EIN and select the appropriate
Social Security number or EIN indicator.

7 CLICK “Submit”.

8 Print the “CAIVRS Authorization Results” and place in case file.

Note: If there are no claims, defaults, or foreclosures reported to CAIVRS, then CAIVRS
will respond that there are no cases and provide a confirmation number.--*

54-59 (Reserved)
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Par. 60
60 Interest Rates

A Interest Ratesfor Direct L oans

[7 CFR 761.9] Interest ratesfor all direct loansare set in accordance with the Act. A
copy of the current interest rates may be obtained in any Agency Office.

Note: Sée Exhibit 17 for current interest rates.
B Interest Rates Available on the FFAS Intranet

Access interest rates applicable to FLP on the FFAS Intranet at
http://intrad.fsa.usda.gov/edso/flpwdc/default.asp.

61-100 (Reserved)

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 3-53






Par. 101
Part 4 Supervised Bank Accounts

101  Overview,
A Supervised Bank Account

A supervised bank account is an account with a financial institution established through a
deposit agreement entered into between the borrower, FSA, and the financial institution.

B Establishing a Supervised Bank Account
[7 CFR 761.51 (a)] Supervised bank accounts will be used to:
(1) Assure correct use of funds planned for capital purchases or debt refinancing and
perfection of the Agency’s security interest in the assets purchased or refinanced

when electronic funds transfer or treasury check processes are not practicable;

(2) Protect the Agency’s security interest in insurance indemnities or other loss
compensation resulting from loss or damage to loan security; or

(3) Assist borrowers with limited financial skills with cash management, subject to the
following conditions:

(i) Use of the supervised bank account for this purpose will be temporary and
infrequent;

(ii) The need for a supervised bank account in this situation will be determined on a
case-by-case basis; and

(iii)The borrower agrees to the use of a supervised bank account for this purpose by
executing the deposit agreement.

FSA-2140 will be signed by all borrowers.
A supervised bank account will be used only when necessary to ensure that loan or security
proceeds are used according to the farm operating plan, agreement to use proceeds, or other

agreement with FSA.

Note: Supervised bank accounts must not be used in place of EFT or multiple advances.
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Par. 101

Introduction (Continued)

C Justification for Using a Supervised Bank Account

7-31-08

County Offices must:
e ensure that a supervised bank account is established according to this Part

o*--document in FBP Credit Presentation the reason a supervised bank account was
established.

Note: For servicing actions that do not require a Credit Presentation be completed,
justification will be documented in the running record.--*

See 3-FLP, 4-FLP, and 5-FLP for specific loanmaking and loan servicing situations where a
supervised bank account is needed.

DD’s and State Offices must review case files of borrowers with supervised bank accounts
during County Office reviews to:

e verify that documentation is in place

o*--document in the running record their concurrence that the supervised bank account is--*
needed.

If the review determines that the supervised bank account is not needed, DD or State Office
must:

o*--document the results of the review in the running record--*
¢ instruct the authorized agency official to close the supervised bank account.
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102  Establishing a Supervised Bank Account

A Selecting a Financial Institution

12-31-07

[7 CFR 761.51(b)] The borrower may select the financial institution in which the
account will be established, provided the institution is Federally insured. If the
borrower does not select an institution, the Agency will choose one.

[7 CFR 761.51(c)] Only one supervised bank account will be established for any
borrower.

[7 CFR 761.51(d)] If both spouses sign an FLP note and security agreement, the
supervised bank account will be established as a joint tenancy account with right of
survivorship from which either borrower can withdraw funds.

Opening a Supervised Bank Account

The authorized agency official must provide the financial institution with FSA-2140, which
addresses:

services to be provided

frequency and method of transmission for account statements
countersignature requirements

waiving of service charges whenever possible.

The authorized agency official, the financial institution, and any borrower authorized to write
checks must sign FSA-2140. File the original in the borrower’s case file and provide 1 copy
to the borrower and 1 copy to the financial institution.

The authorized agency official is not required to provide his or her SSN to the financial
institution. Government agencies are exempt from the requirements of the Customer
Identification Program. FSA-2139 will be sent to financial institutions that require
documentation of the exempt status of Government agencies on this issue.

Type of Account

[7 CFR 761.53(a)] A supervised bank account, if possible, will be established as an
interest bearing deposit account provided that funds will not be immediately disbursed,
and the account is held jointly by the borrower and the Agency if this arrangement will
benefit the borrower.

The authorized agency official, the borrower, and the financial institution must complete
FSA-2141 when an interest bearing account is used.
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Par. 102

102  Establishing a Supervised Bank Account (Continued)

*--D Account Balance Exceeding the Maximum Amount Insured by the Government

12-19-08

[7 CFR 761.51(e)] If the funds to be deposited into the account cause the balance to
exceed the maximum amount insurable by the Government, the financial institution must
agree to pledge acceptable collateral with the Federal Reserve Bank for the excess over
the insured amount, before the deposit is made.

Note: The Emergency Economic Stabilization Act of 2008, effective October 3, 2008,
through December 31, 2009, put into law provisions that impact the maximum
deposit amounts insured by the Government. A revision to FSA’s CFR text printed in
italics has not yet been published in the FR, but should be followed when using
supervised bank accounts based on an interim rule published by FDIC on
October 17, 2008.

Agency officials should use EFT or multiple advances when possible to minimize instances
where the balance is in supervised bank accounts will exceed the maximum insurable
amount.

If an account balance will exceed $250,000, County Offices must complete FSA-2144 and--*
forward it to the State Office. The State Office shall submit FSA-2144 to:

FMD FINANCIAL SYSTEMS AND PROCEDURES BRANCH
STOP 0581

1400 INDEPENDENCE AVE SW

WASHINGTON DC 20250-0581

FAX: 703-305-1144.

FMD will coordinate the collateralization with the financial institution.

[7 CFR 761.51(e)] (1) If the financial institution is not a member of the Federal
Reserve System, the institution must pledge acceptable collateral with a correspondent
bank that is a member of the Federal Reserve System. The correspondent bank must
inform the Federal Reserve Bank that it is holding securities pledged for the supervised
bank account in accordance with 31 CFR Part 202 (Treasury Circular 176).

(2) When the balance in the account has been reduced, the financial institution may
request a release of part or all of the collateral, as applicable, from the Agency.

Requests for release of collateral will be forwarded to FMD, Financial Systems and
Procedures Branch.
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Par. 103

103 Supervised Bank Account Transactions and M onitoring

A

12-31-07

Deposits

[7 CFR 761.52(a)] Checksor money orders may be deposited into a supervised bank
account provided they are not payable:

(1) Solely to the Federal Government or any agency thereof; or
(2) TotheTreasury of the United States asjoint payee.

The authorized agency official must prepare the deposit slip and deliver the deposit to the
financial institution. Copies are distributed to the borrower and the borrower’s case file.

FSA must maintain arecord of all deposits, including funds from other sources, on
FSA-2142.

EFT Transactions
[7 CFR 761.52(b)] Loan proceeds may be deposited electronically.

The authorized agency official should use EFT to deposit loan funds to a supervised bank
account.

The authorized agency official will make the initial deposit to the supervised bank account

with a paper check only when required by the financial institution or if an EFT waiver ison
file. FSA may then make subsequent advances by initiating EFT transactions.
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Par. 103
103  Supervised Bank Account Transactionsand Monitoring (Continued)

C Withdrawalsfrom a supervised bank account

[7 CFR 761.54(a)] The Agency will authorize a withdrawal from the supervised bank
account for an approved purpose after ensuring that:

(1) Sufficient fundsin the supervised bank account are available;

(2) No loan proceeds are disbursed prior to confirmation of proper lien position, except
to pay for any lien search if needed;

(3) No checksareissued to “cash”; and

(4) Theuseof fundsisconsistent with the current farm operating plan or other
agreement with the Agency.

[7 CFR 761.54(b)] A check must be signed by the borrower with countersignature of
the Agency, except asprovided in Paragraph (c) of this section|(subparagraph 103|D).
All checks must bear the legend “ countersigned, not as co-maker or endorser.”

D Withdrawal Without Borrower Signature

[7 CFR 761.54(c)] The Agency will withdraw funds from a supervised bank account
without borrower counter signature only for the following purposes:

(1) For application on Agency indebtedness;

(2) Torefund Agency loan funds,

(3) To protect the Agency’slien or security;

(4) To accomplish a purpose for which such advance was made; or

(5) In the case of a deceased borrower, to continueto pay necessary farm expensesto
protect Agency security in conjunction with the borrower’s estate.

The authorized agency official must submit recommendations for withdrawal to SED, in
writing. SED may withdraw funds from a supervised bank account using FSA-2145.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 4-6



Par. 103

103  Supervised Bank Account Transactionsand Monitoring (Continued)

E

12-31-07

Documentation

The authorized agency official may retain copies of invoices, receipts, or other
documentation, as necessary, to support withdrawals from the supervised bank account.

Interest

[7 CFR 761.53(b)] Interest earned on a supervised bank account will betreated as
normal income security.

See 4-FLP for further information on normal income security.

Reconciliation

The authorized agency official must reconcile the supervised bank account statement with
FSA-2142. Itemsto be reconciled are the payee, amount of each check, and the balance in
the account. Deposits and withdrawals verified during the reconciliation will be initialed and
dated. Any discrepancies must be resolved.

The authorized agency official must return the statement and canceled checks to the borrower
after the reconciliation has been completed.
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Par. 104

104 Closing Accounts

A

12-31-07

Account No Longer Needed

[7 CFR 761.55(a)] If the supervised bank account isno longer needed and theloan
account isnot paid in full, the Agency will deter mine the source of the remaining funds
in the supervised bank account. If thefundsare determined to be:

(1) Loan funds:

(i) From any loan type, except Youth loan, and the balance islessthan $1000, the
Agency will providethe balanceto the borrower to use for authorized loan
purposes,

(ii) From a Youth loan, and the balance isless than $100, the Agency will provide the
balance to the borrower to use for authorized loan purposes,

(2) Loan funds:

(i) From any loan type, except Youth loan, and the balance is $1000 or greater, the
Agency will apply the balanceto the FLP loan;

(if) From a Youth loan, and the balance is $100 or greater, the Agency will apply the
balance to the FLP loan;

(3) Nor mal income funds, the Agency will apply the balance to the remaining current
year’s scheduled payments and pay any remaining balanceto the borrower; and

(4) Basic security funds, the Agency will apply the balance to the FLP loan as an extra
payment or the borrower may apply the balance toward the purchase of basic
security, provided the Agency obtainsalien on such security and its security
position isnot diminished.

Uncooper ative Borrowers

[7 CFR 761.55(b)] If the borrower isuncooperativein closing a supervised bank
account, the Agency will make written demand to thefinancial institution for the
balance and apply it in accordance with paragraph (a) (subparagraph 104A) of this
section.

Written demand will be made by SED according td subparagraph 103/D.
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Par. 104

104  Closing Accounts (Continued)

C

105-120

12-31-07

Death of Borrower
[7 CFR 761.55(c)] Inthe event of a borrower’sdeath, the Agency may:
(1) Apply the balancetothe borrower’s FLP loan;

(2) Continue with aremaining borrower, provided the supervised bank account was
established asajoint tenancy with right of survivorship account;

(3) Refund unobligated balances from other creditorsin the supervised bank account
for specific operating purposesin accordance with any prior written agreement
between the Agency and the deceased borrower; or

(4) Continueto pay expenses from the supervised bank account in conjunction with the
borrower’s estate.

Deceased borrower’ s supervised bank accounts will be handled according to 4-FLP. SED
may withdraw funds according to[subparagraph 103ID after obtaining approval from OGC.

(Reserved)
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Par. 121
Part 5 Planning and Performing Construction and Other Development

121  Overview

A

12-31-07

Purpose

[7 CFR 761.10(a)] Thissection describes Agency policiesregarding the planning and
performing of construction and other development work performed with:

(1) Direct FLP loan funds; or

(2) Insurance or other proceeds resulting from damage or lossto direct loan security.
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Par. 122

122  Borrower Reguirementsfor Preparing a Construction and Development Plan

A Applicability

12-31-07

An applicant for an FLP loan for construction or repair of farm dwellings, service buildings,
or land development must submit a construction and development plan to FSA as part of a
direct loan application.

A borrower using insurance or other proceeds resulting from the damage or loss of loan
security for construction, repair, or land development must submit a construction and
development plan to FSA before the release of any proceeds.

Fundsfor Development Work

[7 CFR 761.10(b)] The applicant or borrower:

(1) Must provide the Agency with an estimate of the total cash cost of all planned
development prior to loan approval.

Note: Estimates must be provided from the supplier or contractor who will provide services
or perform the repair.

(2) Must show proof of sufficient fundsto pay for thetotal cash cost of all planned
development at or before loan closing.

(3) Must not incur any debtsfor materialsor labor or make any expendituresfor
development purposes prior to loan closing with the expectation of being
reimbursed from Agency funds.

Acceptable sources of funds to pay for the planned development include loan proceeds, any

cash furnished by the borrower, proceeds from cost sharing programs, or proceeds from the
sale of property.
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Par. 122
122  Borrower Requirementsfor Preparing a Construction and Development Plan (Continued)

C Scheduling, Planning, and Completing Development Work

[7 CFR 761.10(c)] Theapplicant or borrower:

(1) Isresponsiblefor scheduling and planning development work in a manner
acceptable to the Agency and must furnish the Agency infor mation fully describing
the planned development, the proposed schedule and the manner in which it will be
accomplished.

Construction and development work may be performed either by the contract method or the
borrower method.

Under the contract method, construction and development contractors perform work
according to awritten contract with the applicant or borrower. Under the borrower method,
the applicant or borrower will perform the construction and development work.

The borrower method may only be used when the authorized agency official determines,
based on information from the applicant, that both of the following conditions apply.

e The applicant possesses or arranges to obtain the necessary skill and managerial ability to
complete the work satisfactorily

e Such work will not interfere with the applicant’ s farming operation or work schedule.
An applicant or borrower must submit FSA-2150 along with the following information:

e cost estimates that fully describe the materials to be used and the work to be performed
according to subparagraph B

e certified drawings, specifications, or contract documents that completely describe the
work, including all landscaping, repairs, and site development

e technical data, tests, or engineering evaluations, if requested by FSA.
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Par. 122

122  Borrower Requirementsfor Preparing a Construction and Development Plan (Continued)

D Qualified Technical Services

12-31-07

The applicant or borrower:

[7 CFR 761.10(c)(5)] Isresponsiblefor obtaining any required technical servicesfrom
qualified technicians, trades-people, and contractors.

The applicant should be advised to review copies of license, liability insurance, and bond
coverage; however, copies are not required for the borrower’ sfile.

Congtruction and Repair Standards

[7 CFR 761.10(d)] (1) The construction of a new building and the alteration or repair
of an existing building must conform with industry-acceptable construction practices
and standards.

(2) All improvementsto a property must conform to applicable laws, ordinances, codes,
and regulations.

(3) The applicant or borrower isresponsible for selecting a design standard that meets
all applicablelocal and state laws, ordinances, codes, and regulations, including
building, plumbing, mechanical, electrical, water, and waste management.

(4) The Agency will require drawings, specifications, and estimatesto fully describe the
work as necessary to protect the Agency’sfinancial interests. The drawings and
specifications must identify any specific development standards being used. Such
information must be sufficiently complete to avoid any misunder standing asto the
extent, kind, and quality of work to be performed.

(5) The Agency will requiretechnical data, tests, or engineering evaluationsto support
the design of the development as necessary to protect itsfinancial interests.

(6) The Agency will requirethe applicant or borrower to provide written certification
that final drawings and specifications conform with the applicable development
standard as necessary to protect itsfinancial interests. Certification must be
obtained from individuals or organizationstrained and experienced in the
compliance, interpretation, or enforcement of the applicable development
standards, such aslicensed architects, professional engineers, persons certified by a
relevant national model code organization, authorized local building officials, and
national code organizations.

An applicant or borrower completing a construction and development project must provide

FSA with certified plans. The certification must confirm that the applicant’s final drawings
and specifications conform with acceptable industry standards and practices.
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Par. 122

122  Borrower Requirementsfor Preparing a Construction and Development Plan (Continued)

F

12-31-07

Scheduling Construction
The applicant or borrower:

[7 CFR 761.10(c)(4)] Must schedule development work to start as soon as feasible after
theloan is closed and be completed as quickly as practicable.

Development work should be completed no later than 12 months from the date of loan
closing. The authorized agency official must document any extension beyond 12 monthsin
the casefile.

Approvalsand Permits

The applicant or borrower:

[7 CFR 761.10(c)(2)] Isresponsiblefor obtaining all necessary State and local
construction approvals and permits prior to loan closing.

All necessary State and local construction approvals and permits should be obtained before
loan closing. Failure to obtain such approvals and permits in atimely manner may delay the
project and increase costs. In some cases, all approvals and permits may not be available
until after construction.
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Par. 122
122  Borrower Requirementsfor Preparing a Construction and Development Plan (Continued)

H Environmental Review
The applicant or borrower:

[7 CFR 761.10(c)(3)] Must ensurethat all development work meetsthe environmental
requirements established in subpart G of 7 CFR part 1940.

See 1-EQ and the State Natural Resources Guide for additional guidance.
|  Warranty and Lien Waivers

[7 CFR 761.10(f)] Theapplicant or borrower must obtain and submit all lien waivers
on any construction before the Agency will issue final payment.

The borrower must submit a completed FSA-2153 and FSA-2154 or other documentation
acceptable to FSA before FSA will issue final payment. The authorized agency official must
place the completed FSA-2153 or other acceptable documentation in the borrower’ s case file.

The borrower should obtain warranties as applicable.
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Par. 123

123 Review of Proposed Construction and Development Plans

A Review Process and Criteria

FSA will review the proposed method of doing the work and determine whether the work can
be performed satisfactorily under the proposed method. To facilitate its review, FSA will
visit the farm or site of the proposed construction or development.

In this review, the authorized agency official must:

12-31-07

review the cost estimate for reasonableness

analyze the adequacy of the planned construction or development in achieving applicant
goals according to the farm assessment, as outlined in Part 8, Section 2

determine that the applicant has adequate funds to complete the project according to
[subparagraph 122 B

determine whether the contractor will be able to obtain surety according to paragraph 126

determine whether the applicant will be able to obtain awarranty and a lien waiver

according ta subparagraph 122 |

determine that the location is appropriate and adequate for the proposed development

examine the project for compliance with environmental (e.g., lead paint, water, waste
disposal), and cultural protection requirements, consistent with 1-EQ

determine that the proposed schedule isrealistic and results in completion as quickly as
practicable and within no more than 12 months according tolsubparagraph 122 F

if required, determine that the applicant has obtained a written certification from a
State-licensed engineer or architect that final drawings and specifications meet
appropriate development standards according ta subparagraph 122|E.
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Par. 123
123  Review of Proposed Construction and Development Plans (Continued)

B Security Considerations
The authorized agency official should ensure that the Government’s security interest in the
development is adequately protected by completing inspections and monitoring progress, as
appropriate. Examples of potential lending risks include the following:
e incomplete construction caused by undisclosed or undiscovered site characteristics,
structural problems arising from inadequate or incompetent engineering or design, local
opposition to the project, or environmental problems

e cost overruns resulting from delays, changes in building materials or labor markets,
changes in cost or failure to estimate properly, unexpected increases in financing costs

e financial failure because of unfavorable market conditions or inability of the borrower to
complete the project.
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Par. 124

124 Inspections

A

12-31-07

Applicant/Borrower Inspections

[7 CFR 761.10(e)(1)] Theapplicant or borrower isresponsible for inspecting
development work as necessary to protect their interest.

The borrower’ s inspection ascertains that the actua construction and development work
conforms with all plans, applicable design standards, and local, State, and Federal laws and
regulations. In addition, an inspection helps to ensure that contractors and subcontractors
comply with the contract terms and that structures are in livable and operable condition
before final payment.

The authorized agency official will evaluate the following in determining if FSA inspections
are needed:

e total cost of construction
e complexity of project

e whether State or local Government inspections address the full scope of design or
performance issues of concern to FSA

e cost of obtaining inspections and availability of professional inspection services.

[7 CFR 761.10(a)(2)] The applicant or borrower must provide the Agency written
certification that the development conformsto the plans and good construction
practices, and complies with applicable laws, ordinances, codes and regulations.

Where required by applicable State or local laws, ordinances, codes, and regulations, the
borrower must have inspections performed by responsible State or other Government
authorities. The borrower must provide a copy of the written certification obtained from the
State or local authorities as appropriate.

When FSA requires inspections, the borrower must identify and inform FSA of the
authorities or professionals who will perform inspections before initiating construction or
development work.

Complex projects may require several inspections. For example, inspections may be
appropriate for major building components (e.g., wiring) that would not be visible when
construction is complete. At aminimum, inspections of most new construction should
include mechanical, plumbing, electrical, and all applicable requirements about water and
sewage disposal. Inspections for repairs and some types of new construction (e.g., service
buildings without utilities) are more limited in scope.
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Par. 124

124 Inspections (Continued)

B

12-31-07

Other Inspections

[7 CFR 761.10(e)(3)] The Agency will require the applicant or borrower to obtain
professional inspection services during construction as necessary to protect itsfinancial
interests.

(4) Agency inspectionsdo not create or imply any duty or obligation of the Government
to the applicant or borrower.

When performed, FSA inspections are for FSA’ s benefit, not to assure the borrower that the
construction is according to plans and specifications. The purpose of an inspection isto
determine that FSA has adequate security for its loan and loan funds or security proceeds are
used as planned.

Inspections by FSA staff are not mandatory. However, to protect the interest of the
Government, an authorized agency official should participate in final inspections,
accompanied by the borrower if practicable. FSA inspections will be to certify that funds
were used for authorized purposes and not to guarantee workmanship or construction
soundness.

Inspections will be documented in the borrower case file.

Correction of Deficiencies

The borrower is responsible for following up on the correction of deficiencies noted in any
ingpection and must provide FSA with documentation of follow-up and correction of

deficiencies.

If the borrower or the contractor refuses to correct the deficiencies, the authorized agency
official will contact the State Office for guidance.

Reviewing Incomplete Developments

If the borrower has not completed development work within a reasonable time after the date
of loan closing or receipt of security proceeds and the authorized agency official has
determined that the borrower cannot or will not complete the development, the authorized
agency official must contact the State Office for guidance.

Note: Any funds remaining in the supervised bank account should be handled according to
subparagraph 103|D.
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Par. 125
125 Changing the Planned Development

A Permissible Changes
[7 CFR 761.10(h)] An applicant or borrower must request, in writing, Agency approval
for any change to a planned development. The Agency will approve a changeif all of
the following are met:
(1) 1t will not reduce the value of the Agency’s security;
(2) 1t will not adversely affect the soundness of the farming operation;
(3) 1t complieswith all applicable laws and regulations,
(4) It isfor an authorized purpose,

(5) It iswithin the scope of the original loan proposal;

(6) If required, documentation that sufficient funding for the full amount of the
planned development isapproved and available;

(7) If required, surety to cover thefull revised development amount hasbeen provided;
and,

(8) Themadification is certified in accordance with paragraph (d)(6)

(subparagraph 122|E) of this section.

B Change Orders Procedures

When a borrower completing construction or development under the borrower method
requests FSA approval of changes, the authorized agency official and the borrower will
revise, date, and initial FSA-2150. Revised plans and specifications will be obtained as
appropriate when a borrower completing construction or development under the contract
method requests FSA approval of changes.

The borrower will submit revised contract documents, plans, and specifications, as
appropriate.

The borrower and the borrower’ s contractors and subcontractors may not proceed with a

proposed change and may not reflect the change in payment requests until FSA approves the
requested change.
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Par. 126
126 Surety Bonds

A Surety

[7 CFR 761.10(g)] The Agency will require surety to guarantee both payment and
performance for construction contracts as necessary to protect itsfinancial interests.

An applicant for adirect loan to finance a construction project must obtain from a
construction contractor a surety bond that guarantees both payment and performance in the
amount of the construction contract when 1 or more of the following conditions exist:

e contract exceeds $100,000

e authorized agency official determines that a surety bond appears advisable to protect the
borrower against default of the contractor

e contract provides for partial payments in excess of the amount of 60 percent of the value
of the work in place.

When the surety is required, the applicant’s contract with the contractor must indicate that
the contractor will furnish a properly executed surety bond before starting any work.

FSA will incur no liability to asurety bond issued in connection with a construction contract.
The contractors must name FSA as a co-beneficiary in all surety bonds unless prohibited by
State law.

B Sourcesof Surety

A contractor must obtain the surety bonds from a corporate bonding company listed on the
current Department of Treasury Circular 570.

Note: The Treasury Department publishes this circular in the Federal Register annually. A
current copy may be obtained from http://www.fms.tr eas.gov/c570/index.html.

The contractor may use a corporate bonding company not listed on Department of Treasury
Circular 570 with SED approval. Inno case may the applicant or any person or organization
with an interest in the applicant’s operation provide the required surety bond.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 5-12



Par. 126
126  Surety Bonds (Continued)

C Exceptionsto Surety Requirements

If the contractor is unable to obtain a surety bond meeting the requirementsin

subparagraphs A and B, the applicant may submit a written request for an exception from
SED. The request must specifically state why the contractor is unable to obtain an acceptable
surety bond and why it is financially advantageous for the applicant to proceed with the
proposed contractor without such a bond.

SED may grant an exception if the proposed contractor is reliable and experienced in the

construction of projects of similar size, design, scope, and complexity and has financial
assurance comparable to being bonded.

127-140 (Reserved)
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Par. 141
Part 6 Appraisals

141  General Appraisal Reguirements
A General
[7 CFR 761.7(a)] Thissection describesthe requirementsfor:

(1) Real estate and chattel appraisals madein connection with the making and servicing
of direct FL P loans and Nonprogram loans

(2) appraisal reviews conducted on appraisals made in connection with the making and
servicing of direct and guaranteed FL P and Non-program loans.

B Purpose

FSA uses appraisals to determine the value of real and personal property or other security
pledged or to be pledged to support direct loans and loan servicing actions. FSA requires a
lender to obtain an appraisal in certain guaranteed loanmaking and loan servicing cases.

Appraisals are an integral part of the loan evaluation and servicing processes to determine
whether there is adequate security to support aloan or servicing action.

C USPAP Compliance

[7 CFR 761.7(b)(1)] Real estate appraisals, technical appraisal reviews and their
respective forms must comply with the standards contained in USPAP, aswell as
applicable Agency regulations and proceduresfor the specific FL P activity involved. A
current copy of USPAP along with other applicable procedures and regulationsis
available for review in each Agency State Office.

A current copy of USPAP may be viewed at http://www.appraisalfoundation.org.
To comply with OMB Circular No. A-129, the employee making areal estate appraisal may

not approve any action in which the real estate appraisal was used, including loan approval or
any servicing action.
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Par. 141

141 General Appraisal Requirements (Continued)

D Appraisal Costs

12-31-07

FSA isresponsible for the costs of obtaining an appraisal associated with direct loanmaking
and loan servicing activities, except for appeal and negotiation of appraisals. See Part 7 for
information on FSA appraisal costs and payments.

The applicant or borrower is responsible for costs associated with appealing FSA appraisals.
Sed paragraph 144 for information on appraisal appeals.

Obtaining Appraisals

A chattel appraisal may be conducted by either an FSA employee who has been delegated
chattel appraisal authority from SED or a contract appraiser.

A real estate appraisal may be conducted by either an FSA employee or contract appraiser,
subject to the following:

o for all direct credit transactions equal to or over $100,000, the appraisal must be
completed by a State-certified general contract appraiser, or an FSA full-time or part-time
designated appraiser/reviewer

e for all direct credit transactions under $100,000:

e anagppraisal of noncomplex property may be completed by alicensed or certified
general contract appraiser, a full-time or part-time designated appraiser/reviewer, or
an FSA limited authority appraiser

e anappraisal of complex property must be completed by a certified general contract
appraiser or an FSA full-time or part-time appraiser/reviewer.

Note: A credit transaction includes any action or existing debt secured by real estate
and any proposed loans, subordinations, prior liens, or guarantees.

SED shall issue a State supplement providing guidance on the process to request:

e achattel appraisal from a contract appraiser
e areal estate appraisal.

FSA offices shall release information requested by the appraiser to complete real estate
appraisals.
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Par. 141
141  General Appraisal Requirements (Continued)

F Using an Existing Appraisal
[7 CFR 761.7(c)] Except where specified elsewhere, when a real estate appraisal is
required, the Agency will use an existing real estate appraisal to reach loan making or

servicing decisions under either of the following conditions:

(1) The appraisal was completed within the previous 12 months and the Agency
determines that:

(i) The appraisal meets provisions of this section and applicable Agency loan making
and servicing requirements, and

(i1) Market values have remained stable since the appraisal was completed; or
(2) the appraisal was not completed in the previous 12 months, but has been updated by
the appraiser or appraisal firm that completed the appraisal and both the update

and original appraisal were completed in accordance with USPAP.

Note: Current USPAP requirements provide that an update of an appraisal is a new
appraisal assignment. The appraiser may provide a new report:

e without incorporating the prior report
e Dby incorporating the prior report by attachments

e Dby incorporating the prior report by reference only if the original appraiser’s firm
and original intended users agree.

*--An existing chattel appraisal may be used if it was completed within the previous 24 months
and:

e FSA determines that the appraisal meets the loanmaking and or servicing requirements
e market values have remained stable since the appraisal was completed.--*

3-23-09 1-FLP (Rev. 1) Amend. 21 Page 6-3



Par. 141

141  General Appraisal Requirements (Continued)

G

12-19-08

Using Third Party Appraisals

FSA may use an appraisal that has been completed by a third party for any direct or
guaranteed loanmaking or loan servicing action, provided the appraisal meets all of the
following:

e appraisal was completed within the previous 12 months

e appraisal was signed by a State-certified general appraiser licensed in the State where the
property is located

e intended use stated in the report is consistent with FSA’s need.

Notes: FSA does not need to be listed as an intended user in a third party appraisal report for
any direct or guaranteed loanmaking or loan servicing action; however, FSA must
verify that the appraisal was ordered by and prepared for a financial institution or land
trust. Borrower-ordered appraisals are not acceptable for loanmaking or loan
servicing actions except as provided in 5-FLP for special servicing actions.

*--If the administrative review concludes the appraisal is not acceptable for FSA use, a
technical review should not be completed, nor should the report be used.--*

Contracts for Appraisal Services

Contracts for obtaining real estate or chattel appraisals shall be established according to
Part 7.
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Par. 142

142  Appraisal Reports

A Chattel Appraisals

3-23-09

[7 CFR 761.7(b)(2)] When a chattel appraisal is required it must be completed on an
applicable Agency form (available in each Agency State Office) or other format
containing the same information.

FSA may use FSA-2160. If FSA-2160 is not used, the chattel appraisal, as a minimum, will
identify all chattel items appraised, including the following details:

e the quantity, kind, sex, breed, color, weight or average weight, brands or other
identification, and value of livestock

*--Note: Weight is not required for breeding stock.--*

e the quantity, kind, manufacturer, size and type, condition, year of manufacture, serial or
motor number, and value of machinery and other equipment.

The appraised value of chattel property will be based on public sales of the same or similar
property in the market area. In the absence of public sale data, reputable publications may be
used to establish market value provided the appraisal is documented to reflect that the market
value was established based on wholesale values, rather than retail values.

Note: Retail values include the cost of rehabilitation and other factors that are not typically
included in a public sale.
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Par. 142

142  Appraisal Reports (Continued)

B Real Estate Appraisals

A real estate appraisal, as a minimum, will be a summary appraisal report as defined by
USPAP. Any exception to allow the use of a restricted report requires prior written approval
by SED. SED may redelegate this authority to the designated State staff appraiser. Approval
of restricted reports will only be granted under extraordinary circumstances, limited to
situations where there will be only a single user of the report.

Real estate appraisals must * * * include as a minimum, the following details:

o*--documentation of the results of the following 3 approaches to estimating value, except as

provided in the scope of work in USPAP:--*

e sales comparison approach
e cost approach
e income approach

if adjustments are made, the basis for these adjustments, including land mix, time, water,
buildings, depreciation, soils, and any other applicable adjustments recognized by the
market and supported by adequate documentation in the appraisal

at least a 3-year sales history of the property

the comparable sales used, including a breakdown of land contribution by land class,
building contribution by improvement, derived depreciation rates, basis for the cost of
new improvements, remaining life of improvements, timber, mineral value, water rights
and volume, water delivery system, photographs of improvements and land, etc.

the value of any mineral rights.

*--Note: Because of CONACT requirements, a separate valuation of any mineral rights

6-17-08

must be identified in appraisals, completed for any direct loan, to perfect the lien
on any minerals. Because the particular CONACT requirement does not apply to
guaranteed loans, a separate mineral valuation on an appraisal done for
guaranteed loans is not required; however, the value of any mineral rights should
still be considered in determining the overall value.--*
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Par. 142

142  Appraisal Reports (Continued)

B Real Estate Appraisals (Continued)

*--When the value of mineral rights:

can be determined, and/or is needed to collateralize the loan, FSA-1922-11, Part VI or
other formats that provide the same information, will be included in the appraisal report
to support the market value arrived at by the appraiser

is only nominal, FSA-1922-11, Part VI or other formats that provide the same
information, will reflect an amount as determined by the appraiser; the appraisal report
shall document the basis for the appraiser’s findings

Note: The nominal value may be determined to be as low as $1.

cannot be determined, instead of FSA-1922-11, the appraisal report will include language
to specify that it includes any mineral rights of the subject property. In these cases, the
following language may be used:

“The precise value of mineral interests in existence, as well as the economic
feasibility to extract minerals from the subject property, or any anticipated future
annual production or income from the production of minerals is unknown to the
appraiser. This appraisal is not an exhaustive study of the actual or potential mineral
production, and is based on the best information available as of the effective date of
the appraisal. The final opinion of value in the appraisal report includes mineral
rights of the subject property.”--*

C Approved Appraisal Formats

12-29-09

Any appraisal format that meets USPAP requirements is acceptable.

FSA has the following available formats that may be used along with additional
documentation to meet USPAP requirements:

FSA-2161
FSA-1922-2
FSA-2162
FSA-2163
FSA-1922-11.

Real Estate Appraisal Software

FSA has appraisal software available for full-time and part-time staff appraisers/reviewers.
To obtain a copy of the software, or if there are questions about the software, contact PDEED
at 202-720-3647 or at the following address.

USDA FSA PDEED

STOP 0521

1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0521
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Par. 143
143  FSA Review of Appraisal Reports

A Overview

[7 CFR 761.7(d)(1)] With respect to a real estate appraisal, the Agency may conduct a
technical appraisal review or an administrative appraisal review, or both.

[7 CFR 761.7(d)(2)] With respect to a chattel appraisal, the Agency may conduct an
administrative appraisal review.

Real estate appraisals used for any direct or guaranteed loanmaking or loan servicing purpose
are subject to a technical appraisal review or an administrative appraisal review by FSA for
compliance with applicable FSA regulations and procedures.

B Administrative Appraisal Reviews

Administrative appraisal reviews are conducted by FSA employees, other than an FSA
full-time or part-time State-designated appraiser/reviewer, delegated the responsibility by
SED. Employees must have received training on completing appraisal reviews before
receiving this delegation.

An administrative appraisal review is performed as a due diligence function in the context of
a loanmaking or loan servicing decision and to ensure compliance with organizational
requirements. After the administrative appraisal review, the appraisal user will be in a
position to understand the strengths and weaknesses of the information in the report. An
administrative appraisal review is completed to verify that the:

e correct property was appraised

e math is correct

e appraisal is logical and understandable

e appraisal complies with FSA contracting requirements.

Note: An administrative appraisal review does not include a determination of compliance
with USPAP.

The administrative reviewer will refer to the designated State staff appraiser any areas of
concern or problems detected. An administrative reviewer may not express a different
opinion of value and may not certify to the type and extent of review.

*--The administrative appraisal review is completed for farm properties on FSA-2165 and for--*

residential properties on RD 1922-15, or in any other format containing, at a minimum, the
same information.
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Par. 143

143  FSA Review of Appraisal Reports (Continued)

*.C

3-23-09

Conducting Administrative Appraisal Reviews
FSA will complete an administrative appraisal review: --*

e within 7 workdays of receiving a contracted appraisal obtained for any direct loan
purpose

e on 20 percent of appraisals obtained during each FY by CLP and PLP lenders for any
guaranteed loan purpose

e on all appraisals obtained during each FY by SEL’s for any guaranteed loan purpose
o of chattel and real estate appraisals completed by FSA employees, as determined by SED

e on all third party appraisals.
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Par. 143
143  FSA Review of Appraisal Reports (Continued)

D Technical Appraisal Reviews Overview

A technical appraisal review will be in writing to address all requirements of USPAP,
Standard 3. Under the scope of the technical appraisal review, the appraiser/reviewer forms
an opinion as to:

e the adequacy and relevance of the data used
e the propriety of any adjustments to the data
e the appropriateness of the appraisal methods and techniques used

e whether the analysis and conclusion of the appraisal under review is credible, and if not,
the reason for expressing different opinion of value.

Unless written authority is granted by DAFLP, a technical appraisal review must be
completed by an FSA full-time or part-time State-designated appraiser/reviewer who will
determine whether the appraisal is in compliance with USPAP Standards. The
appraiser/reviewer must certify as to the type and extent of the review process. A technical
appraisal review may include a desk review and/or a field review. The appraiser/reviewer
may express a different opinion of value from the appraiser, only after complying with
USPAP Standards 1 and 2.

*--The technical appraisal review is completed for agriculture properties on FSA-2166, or any
other format containing, at minimum, the same information and complies with USPAP
standards.--*

A technical desk review:

e isan analysis of the material presented in the appraisal report as to the adequacy of the
documentation of the final value estimate

e may reveal concerns, such as math errors, discrepancies of legal descriptions, comparable
sales used that are not recent or similar to the subject property, failure to give value
consideration to all items located on the subject property, and failure to address the
condition of the subject and comparable sales.

A technical field review involves an examination of all aspects of making the appraisal. All
information contained in the appraisal report is verified, inspected, and researched. Other
information, such as other comparable sales, not included in the report may be addressed.

Problems or areas of concern detected during the technical appraisal review will be referred
to the appraiser who conducted the appraisal.
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Par. 143

143  FSA Review of Appraisal Reports (Continued)

-

12-19-08

Conducting Technical Appraisal Reviews--*
FSA will complete a technical appraisal review of the following:

e first direct loan appraisal completed by a contract appraiser with whom FSA has had no
appraisal experience within the past 2 FY’s

o first third party appraisal used for direct loan appraisals completed by an appraiser with
whom FSA has had no appraisal experience within the past 2 FY’s

o*--first guaranteed loan appraisal completed by appraisers with whom FSA has had no
appraisal experience within the past 2 FY’s

Note: If an appraisal has been technically reviewed under any of the previous bullets, it
is not necessary to conduct another review of another appraisal completed by the
same appraiser on a different category, such as appraisal reviewed with a
guaranteed loan and the same appraiser subsequently completes another
assignment that is submitted to FSA as a third party appraisal. A review would
not be necessary.--*

1 appraisal (or technical review when an appraisal has not been completed during the
cycle) completed by FSA staff appraisers every 2 FY’s

Note: The National Office will coordinate peer desk type reviews and monitor
completion and results. Peer reviewers and appraisal/technical reviews selected
for review will be on a random basis.

direct or guaranteed loan appraisals when an administrative review detects serious
problems

all appraisals completed by limited authority appraisers

of appraisals conducted by contractors and FSA employees in a random spot check
method that is established by SED

Note: Each year, SED will vary the method used to select appraisals for review to
ensure that adequate internal controls are established.

on a more frequent basis, if problems have been detected in the scheduled spot check
review

upon request of the loan approval official anytime before loan approval.
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143  FSA Review of Appraisal Reports (Continued)

F

G

*.-H
7-31-08

Recordkeeping and Internal Management Controls

Each State must maintain a recordkeeping system and internal management controls to
ensure that all administrative, technical, and field reviews and compliance activities are
accomplished according to 25-AS, Exhibit 40.5.

USPAP Records Retention

USPAP requires that appraisers retain documentation about appraisal reviews and technical
appraisal reviews they conduct for whichever of the following is longer:

e 5 years from date of completion
e 2 years from the date all appeals and litigation about the appraisal are concluded.

SED’s shall provide adequate storage space to staff appraisers for the duration of the required
documentation retention period.

FLP Appraisal Work Files
Appraisal work files must:

e not be destroyed or otherwise removed from FSA when USPAP retention requirements
expire

e De relinquished when appraisers leave FSA employment positions.
Note: Appraisers may make copies of their work files at no cost before departing.

Appraisers will be provided access to their work files on an as-needed basis to
address State board concerns.--*

1-FLP (Rev. 1) Amend. 12 Page 6-12



Par. 144
144  Appeals of Decisons Based on Appraisals

A Scope
This paragraph provides general information on appealing a direct loanmaking or loan
servicing decision based on an appraisal. See 1-APP and paragraph 42 for additional
information on appeals.

B When aDecision Based on an Appraisal May Be Appealed
An applicant or borrower may appeal any adverse decision based on an FSA appraisal.
However, when the appraisal was obtained in connection with arequest for PLS and

negotiation of appraisal has been completed according to 5-FLP, paragraph 230, the
negotiated value is not appealable.
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Par. 144
144  Appealsof Decisions Based on Appraisals (Continued)

C Appeals
If the appel lant:

e choosesto challenge the appraisal obtained by FSA for any loanmaking or loan servicing
activities other than PLS under 5-FLP, the issue on appeal will be whether FSA’s
appraisal is consistent with USPAP and the appellant may provide an independent
technical appraisal review of FSA’s appraisal

Note: The appellant does not have the right to provide a second independent appraisal
for consideration.

e isbeing considered for PLS under 5-FLP, the appeal challenging FSA’s appraisal may
include the appellant’ s independent appraisal according to 5-FLP,
paragraph 230.

Notes: In Homestead Protection under 5-FLP, Part 8, the appellant has the right to select
an independent appraiser from a list of appraisers provided by the authorized
agency official. The issue on appeal will be whether FSA’s appraisal is consistent
with USPAP and the appellant may only provide an independent technical
appraisal review of FSA’s appraisal. The appellant does not have the right to
provide a second independent appraisal for consideration or negotiation of the
appraisal.

L easeback/buyback is no longer offered by FSA. However, if the appellant is
exercising their right to purchase inventory property at the conclusion of an
existing leaseback/buyback lease, the issue on appeal will be whether FSA’s
appraisal is consistent with USPAP and the appellant may only provide an
independent technical appraisal review of FSA’s appraisal.

e disagrees with the appraised value used to determine amount due under a shared
appreciation agreement or net recovery buyout recapture agreement, the issue on appeal
will be whether FSA’s appraisal is consistent with USPAP, and the appellant may only
provide an independent technical appraisal review of FSA’s appraisal.

Notes: The appellant does not have the right to provide a second independent appraisal
for consideration or negotiation of the appraisal.

| Subparagraphs 42 D and E provide text to be added to the reconsideration
paragraph in adverse decision letters involving appraisals.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 6-14



Par. 144
144 Appeals of Decisions Based on Appraisals (Continued)

D Real Estate Independent Technical Appraisal Review
An independent technical appraisal review:

e is performed to determine whether the analysis, opinions, and conclusions in the appraisal
report obtained by FSA are appropriate and reasonable

e may include either a desk review and/or a field review.

Note: The appraiser conducting the technical appraisal review must certify as to the type
and extent of the review process.

At the appellant’s request, the agency official shall provide a list of State-certified general
appraisers. The appellant may select an appraiser from the list or retain any other State-
certified general appraiser to conduct an independent technical appraisal review according to
USPAP Standard 3. The appellant must pay the cost of the independent technical appraisal
review.

The authorized agency official shall forward any independent technical appraisal review
received from the appellant, along with a copy of the appraisal, to the designated State staff
appraiser to be reviewed by a full-time or part-time appraiser/reviewer. The designated State
staff appraiser will notify the authorized agency official of the final decision about the
independent technical appraisal review and the final appraised value. The authorized agency
official will notify the appellant of the outcome of reconsideration according to 1-APP.

E Chattel Independent Appraisal Review

An independent appraisal review is performed to determine whether the analysis, opinions,
and conclusions in the appraisal report obtained by FSA are appropriate and reasonable.

The agency official shall forward any independent appraisal review received from the
appellant, along with a copy of the appraisal, to the State Office to be reviewed. FLC will
request a review by an employee delegated the authority to perform independent appraisal
reviews. Upon completing the review, FLC will notify the authorized agency official of the
final decision about the independent appraisal review and the final appraised value. The
authorized agency official will notify the appellant of the outcome of reconsideration
according to 1-APP.
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Par. 144

144 Appeals of Decisions Based on Appraisals (Continued)

F Releasing FSA Appraisal Reviews

3-23-09

*--Administrative appraisal reviews performed by an FSA employee:

e Dbefore an initial decision are part of the FSA record and must be submitted to NAD as
part of the appeal process

e after an initial decision are not part of the FSA record and would not be releasable except
under a subpoena from NAD according to 7 CFR 11.8(a), and only after any information
prohibited from disclosure is deleted.

Technical appraisal reviews performed before or after an initial decision are part of the FSA

record and must be submitted to NAD as part of the appeal process.--*

Errors Identified in an Appraisal

If either the authorized agency official or borrower discovers any mathematical or property

description errors in the appraisal, the discrepancies must be reported to SED or designated

State staff appraiser. The designated State staff appraiser shall review the nature of the

discrepancy and make a determination to:

e contact the appraiser to correct the appraisal

e determine whether the discrepancies are material to the final value determined in the
appraisal report.

The appraiser may make corrections to the appraisal up until the time the appeal hearing
begins or as a result of the appeal hearing.
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Par. 145

145  Appraiser Qualifications

A Chattel Appraisals

An FSA employee delegated chattel appraisal authority from SED, or a contractor hired to
complete chattel appraisals, must:

e possess sufficient experience or training to establish market value of chattel property
based on public sales of the same or similar property in the market area

e demonstrate, to SED’s or designee’s satisfaction, sufficient experience and training to
establish market values of chattel property.

Note: A contract appraiser’s qualifications shall be documented by the appraiser and
maintained in the contract file.

Real Estate Contract Appraisers

Real estate contract appraisers must be State-certified general appraisers in the State in which
the property to be appraised is located.

Full-Time and Part-Time FSA Real Estate Appraisers/Reviewers
A full-time appraiser/reviewer is an FSA employee who is responsible only for real estate

appraisals and technical real estate appraisal reviews, and who has or is fulfilling the training
requirements in|paragraph 146/

A part-time appraiser/reviewer is an FSA employee who has significant responsibilities for
real estate appraisal and technical real estate appraisal reviews, but has other FSA program
responsibilities as well, and who has or is fulfilling the training requirements in

| paragraph 146/

Both full-time and part-time appraisers/reviewers must be a State-certified general appraiser
or obtain State-certified general appraiser status within * * * 5 years of being designated as
an appraiser/reviewer.

D FSA Limited Authority Real Estate Appraisers

2-19-09

An FSA limited authority appraiser is an employee who is primarily responsible for the
administration of FSA programs, but has been delegated limited authority to perform real
estate appraisals when the total credit transaction is less than $100,000, as described in
|subparagraph 141|E.

FSA limited authority appraisers are not:

e required to obtain State-certified general appraiser status
e authorized to complete technical real estate appraisal reviews.
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Par. 146

146  Appraiser Training Requirements

A Obtaining State-Certified General Appraiser Status

2-19-09

Both full-time and part-time FSA appraisers/reviewers must acquire State-certified general
appraiser status within 5 years from being designated as an appraiser/reviewer. To acquire

*--this status, the appraiser/reviewer must meet their respective State licensing requirements and

complete the following categories, at a minimum.

Category Description

1 220 hours of appraisal training, of which a majority must concentrate in--*
farm real estate-related courses, in:

e sales comparison approach
e cost approach
e income approach.

2 16 hours of training in USPAP.
3 24 hours of training in narrative report writing.
4 A minimum of 40 hours of technical appraisal review.

Required courses may be taken from approved institutions, such as:

colleges or universities

community or junior colleges

real estate appraisal or real estate-related organizations

State or Federal agencies or commissions

proprietary schools

other providers approved by the State certification-licensing agency.

The appraiser/reviewer, with supervisor approval, should select courses accredited by the
State Appraisal Board and meet required general course guidelines and directions.

In addition, the appraiser/reviewer must meet State experience requirements for obtaining a
State-certified general license.

If a designated appraiser/reviewer cannot acquire State-certified general appraiser status
within 5 years because of State requirements, SED or FLC must request an extension from
the National Office for the appraiser/reviewer to complete the requirements. The request
should be submitted to the following.

USDA FSA DAFLP PDEED
STOP 0521

1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0521
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Par. 146
146  Appraiser Training Requirements (Continued)

B Maintaining State-Certified General Appraiser Status

Full-time and part-time appraisers/reviewers are required to maintain their State-certified
general appraiser status by completing continuing education courses according to the
standards established by the State Appraisal Board.

These courses must be:

e taken from approved institutions
e accredited by the State Appraisal Board.

The appraiser/reviewer, with supervisor approval, should select the continuing education
course topics.

C Training Requirements for FSA Limited Authority Appraisers

SED or full-time appraisers/reviewers shall establish the minimum training needs for
FSA-limited authority appraisers.

The training must ensure satisfaction of the following:

ethics

competency

scope of work

jurisdictional exception rule

USPAP Standards 1 and 2

appropriate FSA appraisal requirements.

Full-time or part-time appraisers/reviewers shall provide in-house or on-the-job training to
FSA-limited authority appraisers.
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Par. 146
146 Appraiser Training Requirements (Continued)

D Payment of Training Fees

By August 1 of each FY, each SED must request, in writing, from the National Office
appraisal training funds for the following FY for both basic and continuing education costs.

For staff appraiser/reviewers who are:

e not State-certified or have not completed FSA’s basic education, request shall include the
following:

name of individual to receive training

date hired into position

dates and courses to be taken in the coming FY

category in which course applies

course hours accredited by the State Appraisal Board for each course
cost of tuition, books, site fee, travel, and per diem

e State-certified and are fulfilling continuing education requirements, requests shall include
the following:

name of individual to receive training

dates and courses to be taken in the coming FY

course hours accredited by the State Appraisal Board for each course

cost of tuition, books, site fee, travel and per diem.

o*--number of hours required by State for continuing education per license cycle

e number of hours of continuing education completed for the current license cycle.

Note: Training fee requests should only be courses in aggregate that provide the
minimum hours necessary to meet basic qualification or continuing education
requirements. Requests in excess of basic qualification or continuing education
requirements will be denied.

The travel and per diem costs requested will be added to the State’s normal allotment of
travel funds by BUD. It is the appraisers/reviewers and their supervisor's responsibility to--*
communicate to the State administrative section of the travel funds requested for appraisal
training and to establish a basis to use those funds for the intended purpose.
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Par. 146

146 Appraiser Training Requirements (Continued)

D Payment of Training Fees (Continued)

SED must mail the request for training funds * * * to the following.

*--APPRAISAL TRAINING AND FUNDING--*

147-160

6-17-08

USDA FSA DAFLP PDEED
STOP 0521

1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0521

* X *

FSA shall reimburse all full-time and part-time appraisers/reviewers for the ongoing dues and
fees associated with obtaining and maintaining State-certified general appraiser status.

When claiming reimbursement of dues and fees, appraisers/reviewers must complete
SF-1164 together with proof of payment and submit it to the following address unless
otherwise directed in the annual notice, “Reimbursement of Dues and Fees for State Certified
General Appraisers and * * * Training Program Expense Authorization”.

FINANCIAL ACCOUNTING DIVISION
USDA FSA

PO BOX 419205

KANSAS CITY MO 64141-6205

FSA-limited authority appraisers do not incur any training costs because they are trained
in-house or on-the-job by full-time or part-time appraisers/reviewers and are not
State-certified.

(Reserved)
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Par. 161
Part7 PLCE’s

161 Overview

A

12-31-07

Purpose

This Part describes procedures for obligating, paying, and reporting noncontractual expenses
and special handling processes for noncontractual and contractual PLCE’s. See 27-AS for
procedure for purchasing and reporting contractual goods and services.

The following are the 2 types of PLCE’s:

e recoverable PLCE’s are chargeable to either a borrower or property account
e nonrecoverable PLCE’s are not chargeable to a borrower or property account.

Program Authority

Program authorities to request goods and services by contract and make noncontractual
payments are in|Exhibit 26| Employees with program authority may redelegate their

authority to any qualified employee.

If additional program authority is needed above the levels granted in|Exhibit 26) SED must
forward a written request to the Director, LMD by FAX at 202-690-1117 or mail to:

DIRECTOR

USDA FSA DAFLP LMD

STOP 0522

1400 INDEPENDENCE AVE SW
WASHINGTON DC 20250-0522
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Par. 162
162 FFIS

A Background

FFIS is a mainframe software package for authorized agency users to record, monitor, and
control all activities in the “Type 60 spending process. Throughout the remainder of this
Part, and |Exhibit 26, “Type 60” shall be referred to as “PLCE”.

PLCE data recorded in FFIS includes obligations, invoices, disbursements, and post-payment
modifications. Borrower and property loan information is validated and stored in FFIS to
ensure that data backfed to is accurate.

SED shall ensure that an adequate number of employees are trained, delegated authority, and
have the proper security clearance, user ID, and password to input and approve transactions
using FFIS.

The Program Loan Cost Expense - Foundation Financial Information System Fast Facts
Desktop Reference Guide and Procedure Guide for FFIS Program Loan Cost Expense - Field
Users Guide are available electronically a

*--https://arcticocean.sc.egov.usda.gov/flp/IndexServlet. Individuals should use the--*
guides to:

e process obligations and invoices
e respond to vendor inquiries related to invoice and disbursement activity.

The guides provide instructions for:

processing obligations

modifying obligations

canceling obligations

processing invoices

navigating through inquiry tables to verify updates
understanding the spending chain

understanding document referencing

responding to vendor inquiries

error code inquiries

establishing vendor codes.
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Par. 162
162  FFIS (Continued)

B Using EFT

The Debt Collection Improvement Act of 1996 mandates using the EFT payment method for
Government disbursements. EFT enables FSA to pay for goods and services electronically
by direct deposit of the payment. FAR and Treasury regulations at 31 CFR Part 208 allow
for the following exceptions to the EFT requirement:

o*--Federal and local government vendors--*

e employees

nonemployee travelers

foreign vendors not operating on U.S. soil

individuals that do not have an account at a financial institution
operational hardship.

Note: This applies if the vendor’s regular business process will be severely hindered by
receiving payment through EFT.
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Par. 162
162  FFIS (Continued)

C VID Number

All vendors must have a VID number assigned before processing FFIS obligations and
disbursements. The VID number is a:

e unique number used to identify vendors, organizations, and persons to whom USDA
makes payments or from whom USDA collects receivables

e combination of the vendor’s TIN, SSN, or EIN plus a 2-position character for identifying
multiple addresses for those vendors operating under a single TIN, but at multiple
locations.

State Office employees will access the VEND FFIS vendor table using the vendor’s
TIN/SSN/EIN to determine whether the vendor has been established.

If the vendor is not in the FFIS vendor table, complete FSA-2173 and enter requests through
FFIS using the PVND screen. Refer any issues or concerns with VID numbers to Kelly
*--Holdman, Financial Accounting Division, Administrative Operations Branch by:--*

e telephone at 816-926-6246
e FAX at 816-926-5466
o*--e-mail at kelly.holdman@kcc.usda.gov.--*
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Par. 163

163 Allocating PL CE Funds

A

12-31-07

National Office Allocation of PLCE Fundsto States

The National Office allocates PLCE funds to each State or group of Statesthat has FLC. The
most recent allocations and balances are available in FFIS on the Allocation (ALOC) Screen.

The National Office divides each State allocation into 3 accounts. Each account has its own
purpose and designated loan cohort.

e ACIF Program Account (nonrecoverable). This*A” account is used to pay PLCE’s that
are not chargeable to a borrower or inventory property account.

e ACIF Direct Loan Financing Account (recoverable). This“R” account is used to pay
PLCE'sthat are chargeable to a borrower or inventory property account in which the loan
was obligated in FY 1992 or subsequent years.

e ACIF Liquidating Account (recoverable). This“L” account isused to pay PLCE’s that
are chargeable to a borrower or inventory property account in which the loan was
obligated before FY 1992.

Note: Always use the original loan obligation date on rescheduled or reamortized loans
when determining the proper recoverable (“R” or “L”) account to be charged.

FSA assigns recoverable PLCE’ s to specific loans. When a specific recoverable PLCE
applies to more than 1 loan, the oldest outstanding loan, which is the one with the earliest
obligation date, of the same type will determine which recoverable account (“L” or “R”) will
be charged.

A State Office cannot shift funds among the “A”, “R”, and “L” accounts. Each State Office
must keep these fund purposes and amounts in mind when planning the timing of obligations
and disbursements.

Because of anticipated demand for “A” account funds, State Offices should spend
“A” account funds only for services that cannot be performed internally by FSA.
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163

12-31-07

Par. 163

Allocating PL CE Funds (Continued)

A National Office Allocation of PLCE Fundsto States (Continued)

If additional funds are required, SED must submit a written request to the Director, LMD by
FAX at 202-690-1117 or mail to:

DIRECTOR

USDA FSA DAFLP LMD

STOP 0522

1400 INDEPENDENCE AVE SW

WASHINGTON DC 20250-0522

The National Office does not allocate funds from the Guaranteed Account (recoverable) to
State Offices. Requests for funds to pay PLCE's chargeable to a guaranteed loan or property
account obligated in FY 1992 and subsequent years must be submitted to LMD.

State Office Allocation of PLCE’s

Each State Office must certify PLCE fund availability through the State Office PLCE
Monitor and process payments electronically using FF S with a digital signature.

The PLCE Monitor is responsible for monitoring obligations and disbursements of
PLCE-allocated monies by account to avoid violating the Anti-Deficiency Act. Specifically,
the State Office FLP staff is:

e responsible for determining and documenting how these monies will best be used to meet
program goals and objectives

e accountable for the proper use of these monies.
SED must issue a State supplement that:

e coversthe proper handling of requests for appraisals, advertising, title opinions, and legal
services

e distributes the amounts by program and account, if the State Office suballocates these
funds

e identifiesits method of certifying fund availability

¢ identifies the PLCE Monitor responsible for certifying fund availability.
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Par. 164

164 Program Authority Codes

A Purpose

To obligate and control funds, track expenses, and determine program authority, each type of
expense must be identified by a unique 4-alphanumeric-character PAC.

PAC's are used to determine:

if aparticular expense can be authorized

who can authorize it

whether it must be obtained through contractual or noncontractual means
whether the expense is recoverable or nonrecoverable.

B PAC'sFirst Character

The first character will always be “F” for FLP.

C PAC’sSecond Character

The second character identifies the program activity phase as follows.

Code

Program Activity

1

Loan Processing - All costs associated with applying for aloan. Codsin this
category include loan application reviews, appraisals of potential collateral, credit
history checks (credit bureau reports), etc. This code is appropriate to use until a
loan is actually closed.

Loan Servicing - All costs associated with normal servicing of aloan. Costsin
this category include protective advances, year-end analysis, taxes, etc. Thiscode
cannot be used for custodial property or when the acquisitiorvliquidation process
has begun, that is, after the date of acceleration.

12-31-07
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Par. 164

164  Program Authority Codes (Continued)

C PAC’s Second Character (Continued)

Code

Program Activity

3

Custodial Property Management - All costs associated with managing and
maintaining property when FSA has custodial responsibility. Costsin this
category include utilities, mowing, changing of locks, etc. Custodial
responsibility begins when a borrower has abandoned collateral property and FSA
Is maintaining it to protect the Government’s security interest.

Property Acquisition/Liquidation - All costs associated with voluntary or
involuntary acquisition/liquidation of security property. Costsin this category
include appraisals, foreclosure expenses, etc. This code would be applicable
when FSA has accelerated the loan or loans and should be used until the date of
foreclosure or datetitle is transferred to FSA (acquired) or the property is sold to a
third party.

Inventory Property Management - All costs associated with managing
acquired/inventory property. Costsin this category include sales commissions,
appraisals, repairs, improvements, taxes, mowing, and utilities.

D PAC'sThird and Fourth Characters

12-31-07

The third and fourth characters identify the general purpose and detailed description and are

obtained from [Exhibit 26
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Par. 165

165 Using PLCE for Contractual Purchases or Services

A Obtaining Contractual Services

12-31-07

FSA uses FAR (48 CFR Part 1), Agriculture Acquisition Regulation (48 CFR Parts 401-453),
USDA DR’sand notices, and FSA notices to manage acquisitions.

All contractual documents must have the signature of awarranted Contracting Officer. As
specified by FAR 1.602-1(b), only the Contracting Officer has the authority to enter into an
agreement with a vendor for contractual supplies or services. All documents signed by the
Contracting Officer must be within the limits of the Contracting Officer’ s authority.
Approved contractual documents will be processed in FFI'S by an employee with delegated
authority and the required security login and passwords.

See 27-AS for guidance on providing contractual services.

Note: Sée paragraphs 168 and|164|for FLP responsibilities for PLCE monitoring and budget
approval.
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Par. 166

166 Using PL CE for Noncontractual Cost Items

A

12-31-07

Obligating Funds for Noncontractuals

Obligate funds for noncontractual cost items according to the following.

Step Action

1 | County Offices shall:

e maintain acopy of all FSA-2126’s in chronological order using the initial
obligation (MY') document number

Note: Certification of Services Received (TY) documents should be filed with
the associated MY document.

e FAX arequest for funding approval to the State Office FLP, Attn: PLCE
Liaison. The request must include the following:

e completed FSA-2126 signed by the authorized agency official

e the ADPS Online Borrower History (OH) Inquiry (1¥ page) or AP Status
Screens may be attached for verification of the“L” or “R” account.

2 | State Offices shall:

o check for proper PAC and authority to complete the request
e check the BOPR table in FFIS to verify PLCE account “L” or “R”

e review and approve using funds by signing and dating FSA-2126

e establish new vendors with aVID number

e use electronic payment whenever possible

e enter the information into FFI'S for obligation (MY')

e enter the MY document number on FSA-2126 and return a copy to the initiating
office.

For many noncontractual expenses the cost item will be submitted for obligation and
payment at the same time. In these instances, submit one FSA-2126 with both the obligation
and certification of services parts completed. Submit the invoice with FSA-2126 and

check (v) the box at the top of FSA-2126 to indicate that the invoice is attached.
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Par. 166
166 Using PLCE for Noncontractual Cost Items (Continued)

B Making Paymentsfor Noncontractuals
Make payments for noncontractual cost items according to the following.

Note: No action isrequired if the invoice and supporting documentation were submitted
with the initial obligation and FSA-2126, item 12A was checked.

Step Action

1 | The County Office shall:

e receive or obtain an invoice from the vendor or prepare FSA-2171 with
supporting documentation, if not available

e check (v') FSA-2126, item 12A and complete item 12B on the copy of the initial
approved FSA-2126 which was received back from the State Office

e FAX the completed invoice or supporting documentation with the copy of
FSA-2126, to the State Office, to certify services received and request a
payment through FFIS

o fileacopy of all FSA-2126 requests in the operational file and all pertinent
documents in the case file.

2 | The State Office shall:

e verify the information on the invoice
e enter the information into FFIS for payment (TY)
e maintain logs and file all pertinent documents as necessary.

For multiple payments on a single obligation, submit a separate FSA-2126 to certify services
received and indicate that the request is for a partial payment. Include the obligation MY
document number when requesting each payment.
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Par. 167

167 Modification or Cancellation of Obligation

A

12-31-07

M odifying or Canceling an Obligation

Contractua or noncontractual modifications or cancellations of the financial obligations that
have not been fully liquidated in FFIS will be initiated on a new FSA-2126. On FSA-2126,
check (v') “No” in item 4A and complete items 11A, 11B, and Part D. FAX FSA-2126 to
the State Office for processing. See FFIS-PLCE Field Office Users Guide, Sections 3.4 and
3.5 for additional guidance.

If the funds have been disbursed withaTY transaction, a“Post Payment Modification” must
be processed by PARLC, LAO. These will include changes to borrower information, PAC
codes, and PLCE account. The “Post Payment Modification” will be initiated on FSA-2126.
The State Office must FAX FSA-2126 and a copy of the PVHT and PVLT Screensto FFIS
Team at 314-539-6960 for transaction processing.

Note: Contracting Officers should be informed of any modification or cancellations of
financial obligations to contractual requests.
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Par. 168
168  Stopping Payments, Substituting or Replacing Checks, Canceling Checks, and Reguesting
Emergency Payments

A Stopping Paymentsfor Funds Not | ssued
If the TY document has:
e not been processed delete the miscellaneous order (MY) document

e been processed, contact the FFIS Team by FAX at 314-539-6960 at least 3 workdays in
advance of the scheduled date and providethe MY and TY document numbers and the
reason for sopping the payment.

Note: PARLC, LAO cannot stop a check from being issued if the scheduled date is within
3 workdays of the current date. The scheduled date is found in the “Schd Date” field
of the FFISPVHT Screen.

B Inquiring on Mishandled/L ost Disbur sement

Before inquiring on a mishandled disbursement, the authorized agency official should
determine whether the funds were sent to the vendor’ s appropriate “Remit To” address if
paid by paper check, or the vendor’s current bank account if paid by EFT. The authorized
agency official may do this by reviewing the appropriate vendor record in the FFI'S vendor
table.

If all information is correct on the vendor’ s record and the current date is 10 business days
after the “Closed Date” field displayed on the FFIS PVHT Screen, the authorized agency
official shall FAX an inquiry request that contains the following information to the FFIS
Team at 314-539-6960:

TY document identification number
schedule number

check or EFT number

check or EFT date

VID number.

The FFIS team will initiate an inquiry to NFC about the disbursement and will notify the
State Office after receiving a response on the inquiry.

Note: If the vendor’sfinancial institution has returned an EFT disbursement to Treasury or

the physical Treasury check has been returned to FSA, areplacement disbursement
cannot be issued until funds are restored to the original obligation.
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Par. 168

168 Stopping Payments, Substituting or Replacing Checks, Canceling Checks, and Requesting
Emergency Payments (Continued)

C Canceling Checksand EFT Payments

12-31-07

The Field User’s Guide provides instructions on canceling checks.

From the Treasury, the funds will be electronically returned to NFC and applied back to the
original obligation (MY') document. If the funds should be returned to the State allocation,
the obligation (MY) document must be canceled in FFIS.

When canceling an EFT payment, the vendor must contact their bank and ask the bank to
return the electronic funds back to the Treasury.

Note: FAX FSA-2072 and PVHT and PVLT screen prints that correspond with EFT being
cancelled to the FFI S Team at 314-539-6960.

Requesting Emergency Payments (For Noncontractual Cost Items Only)

The authorized agency official must use the following procedure to obtain an emergency
payment.

e Thefunds must be obligated in FFIS by the State Office before requesting an emergency
payment.

Note: Anemergency payment will not be issued if the funds are not obligated in FFIS
by the State Office.

e PARLC, LAO must receive a copy of the OBLH/OBLL screens, invoice, and FSA-2126
for noncontractuals, before making emergency payments.
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Par. 168

168 Stopping Payments, Substituting or Replacing Checks, Canceling Checks, and Requesting

Emergency Payments (Continued)

D Requesting Emergency Payments (Continued)

e The authorized agency official should express mail or FAX the OBLH/OBLL screens,
invoice, and FSA-2126 to the applicable LOD contact according to the following.

State Code Contact Address Telephone FAX
States“01” | Loan and Grant Farm Service Agency e 314-539-3114 314-539-3111
through “32” | Servicing Branch | Loan Operations Division e 314-539-3967
Mail Code 532
PO Box 200003
St. Louis MO 63120
States“33” | Loan and Grant Farm Service Agency e 314-539-6321 314-539-6447
through “64” | Servicing Branch Il | Loan Operations Division e 314-539-6647
Mail Code 533
PO Box 200003
St. Louis MO 63120

e After sending the documents, the authorized agency official should call the appropriate

LOD branch to confirm receipt.

e The authorized agency official also must send a completed FSA-2172.

e To authorize the emergency payment, SED or designee must sign FSA-2172.

e The Department of Treasury shall transfer the funds approximately 2 workdays after

receiving the request. FSA may request same-day electronic disbursements.

e |f EFT isnot available, FSC, FLOO shall ensure that a Treasury check is issued within
2 workdays after receiving the request.

169-200 (Reserved)

12-31-07
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Par. 201
Part 8 Supervised Credit

Section 1 _Introduction
201 Overview
A Applicability

[7 CFR 761.101] Thissubpart appliesto all direct FL P applicants and borrowers,
except borrowerswith only Non-program loans.

FSA’s direct loan programs assist family farmers with temporary financial supervisory
assistance to improve their potential to graduate to securing credit from commercial lenders.
To ensure that this program objective is met, FLP direct loan programs.
e haveinplace

e term limits (see 3-FLP)

e graduation requirements (see 4-FLP)

e market placement to assist eligible borrowersto obtain guaranteed loans (see 2-FLP)

e require

e borrower training to ensure that guaranteed loans or commercial credit can be
obtained in the future (see 3-FLP, Part 13)

e FSA and the loan applicant or borrower to complete farm assessments and assessment
updates as needed (see Section 2)

e theloan applicant or borrower to prepare afarm operating plan, with FSA assistance
as needed (see Section 3)

e FSA to classify accounts (see Section 4)

e FSA, with borrower input, to complete a year-end analysis as required (see
Section 5).
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Par. 201

201  Overview (Continued)

B FSA’'sRole

FSA’sroleisto help its direct loan applicants and borrowers in the supervised credit process:

identify short-, intermediate-, and long-term goals consistent with financial success
pinpoint and prioritize problem areas
develop strategies and an operating plan to:

e meet operational goals
e graduate to commercial credit

provide objective credit counseling

evaluate progress and adjust the action plan as needed.

C Applicant/Borrower’s Role

The applicant or borrower has the ultimate responsibility for success of the farming
operation. FSA servesin an advisory role, providing temporary assistance. Therefore, it is
especially important for the applicant or borrower to prepare to graduate to guaranteed or
commercial credit by:

12-31-07

identifying the goals for the operation

pinpointing and prioritizing problem areas

developing strategies and a farm operating plan to meet the operation’s goals
evaluating progress and adjusting operating plan as needed

complying with the borrower responsibilities according to paragraph 202|
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Par. 202

202 Borrower Responsibilities

A

12-31-07

Recordkeeping and Reporting

[7 CFR 761.102(a)] A borrower must maintain accurate records sufficient to make
informed management decisions and to allow the Agency to render loan making and
servicing decisionsin accordance with Agency regulations. These records must include
the following:

(1) Production (e.g., total and per unit for livestock and crops);
(2) Revenues, by source;

(3) Other sources of funds, including borrowed funds;
(4) Operating expenses,

(5) Interest;

(6) Family living expenses;

(7) Profit and loss,

(8) Tax-related information;

(9) Capital expenses,

(10)Outstanding debt; and

(11)Debt repayment.

FSA will not dictate or promote using any particular recordkeeping system, so long as the
borrower uses 1 that provides the required information.

Using OL funds is authorized to purchase a computer and/or recordkeeping software and to
attend recordkeeping courses.
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Par. 202

202 Borrower Responshbilities (Continued)

B

203-220

12-31-07

Other Borrower Responsibilities
[7 CFR 761.102(b)] A borrower also must agreein writing to:

(1) Cooperate with the Agency and comply with all supervisory agreements, farm
assessments, farm operating plans, year-end analyses, and all other loan-related
requirements and documents;

(2) Submit financial information and an updated farm operating plan when requested
by the Agency;

(3) Immediately notify the Agency of any proposed or actual significant changein the
farming operation, any significant changesin family income, expenses, or the
development of problem situations, or any losses or proposed significant changesin
security.

Note: FSA-2313 addresses loan approval conditions and borrower responsibilities.

Borrower Failureto Comply

[7 CFR 761.102(c)] If the borrower failsto comply with these requirements, unless due
to reasons outside of the borrower’s control, the non-compliance may adver sely impact
future requestsfor assistance.

(Reserved)
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Par. 221
Section 2 Farm Assessment

221  Overview

A Objective

12-31-07

[7 CFR 761.103(a)] The Agency assesses each farming operation to determine the
applicant’s financial condition, organizational structure, management strengths and
weaknesses, appropriate levels of Agency oversight, credit counseling needs, and
training needs. The applicant will participate in developing the assessment.

An assessment:
e is an evaluation of the applicant’s operation, developed jointly with the applicant

e is completed after an applicant, not currently indebted to FSA, has been determined
eligible for a direct loan

e identifies weaknesses in the operation, prioritizes them from most to least critical, and
determines their impact on the operation’s needs and goals

¢ helps to identify operational goals, positive and negative trends in the applicant’s
management, earnings and capital positions, productivity, and physical assets

e builds a strategy in the areas of planning, counseling, loan controls, analysis, monitoring,
borrower training, and other supervisory needs.

The assessment process enables FSA to determine the kind and amount of financial and
supervisory assistance needed by the applicant. In conducting assessments, authorized
agency officials need to draw upon their knowledge, expertise, and judgment to arrive at
conclusions on local economic conditions, production constraints and capabilities, the farm’s
historical performance, productive capabilities, adequacy of equipment and facilities,
business goals, and project performance.

Listening to the applicant’s perceptions of the operation is critical to the assessment process.
Therefore, whenever possible, all available resources shall be used when conducting an
assessment, including:

local farm management consultants
the Extension Service

educational institutions

producer associations

successful loan farmers

fellow FSA employees.
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Par. 222
222  Elements of an Initial Assessment

A Type of Farming Operation
*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(2) Type of farming operation.--*
The initial assessment must identify or describe the type of farming operation, including:

e the business focus of the operation, including major types of crops, livestock, or other
output produced by the farm

e minor commodities being produced, such as fat steers from a dairy operation

e size of the operation, such as number of milking herd and herd average, number of acres
being farmed, and projected yields

e market conditions, environmental concerns, and other external factors

e production contracts, capital leases, or other special contractual arrangements that affect
the farming operation

e the effects of special circumstances, if any, related to the applicant’s family and
organization.

Production Levels. Evaluation of production levels, such as bushels per acre, percent calf
crop, pounds of milk per animal, and pounds of grain, shall include a determination of:

e whether there is sufficient capacity to generate projected income
e if present levels of production will attain the goals set by the applicant.

If production is below area standards, the authorized agency official must discuss with the
applicant why this is so and develop plans to improve production. Possible strategies for
improvement may include feed analysis, soil testing, or investment in different equipment. If
applicable, credit needs for additional investments should be discussed.
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Par. 222
222  Elements of an Initial Assessment (Continued)

A Type of Farming Operation (Continued)

Applicability and Appropriateness of Practices. The initial assessment must:

e cvaluate existing farm practices, such as herd health and cropping practices, breeding and
milking programs, and soil and feed testing

e determine applicability and appropriateness of practices based on what is typical for the
area, cost effectiveness of the practice, type of operation, and demonstrated effectiveness.

If the authorized agency official does not know enough about a particular enterprise to make
this evaluation, the authorized agency official must consult other resources, such as the
Extension Service.

Timeliness of Operations. The initial assessment must evaluate the timeliness of the farm’s
operations. For example, the authorized agency official shall determine if each of the
following operations, as applicable, is conducted in a timely manner and how this affects the
performance of the operation:

planting

fertilizer and herbicide application
harvesting

calving

marketing (weight and/or condition)
breeding

vaccination.

Appropriateness of Marketing Plan. The authorized agency official must assist the borrower
in developing and evaluating a marketing plan. This plan must describe marketing practices
and strategies, especially for any unique commodities the operation produces. The plan shall
address whether marketing is accomplished so as to lock in a profit when possible or whether

*--it is done speculatively as the accruing interest on operating loans may surpass a price--*
increase obtained by holding back on the sale of commodities.
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Par. 222
222  Elements of an Initial Assessment (Continued)

B Goals for the Farming Operation
*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(3) Goals for the farming operation.--*

Setting goals is essential for the success of any farming operation. The applicant’s goals
provide the direction for the applicant’s business. FSA uses the applicant’s goals to help
identify the need for financial and supervisory assistance. The authorized agency official
must learn the personal and business aspirations of the farm family and work with the
applicant to prioritize goals from most to least important. In many situations, the authorized
agency official must have in-depth discussions with the applicant to identify these business
aspirations.

The authorized agency official shall work with the applicant to incorporate short-,
intermediate-, and long-term goals into the comprehensive farm business planning process.
For example, the farm operating plan, supervisory plan, and training plan must facilitate
achieving these goals. A farm operation might set goals for reducing expenses or for
increasing yields and production level. Corrective measures and goals should be divided into
stages for implementation over several years, when appropriate.

If the farm operation is an entity, the authorized agency official must meet with all the
principals to ensure that the organization’s goals are compatible with those of each principal.

The authorized agency official must also:

¢ identify and evaluate any changes the applicant intends to make, such as expansion of
farmland, new buildings, and new management techniques

e identify increased credit needs, increased management skills, growth opportunities, and
operating efficiency required to accomplish the planned changes

e determine how planned changes relate to the applicant’s business goals.

4-21-09 1-FLP (Rev. 1) Amend. 22 Page 8-44



Par. 222
222  Elements of an Initial Assessment (Continued)

C Adequacy of Real Estate, Including Facilities, to Conduct the Operation
*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(4) Adequacy of real estate, including facilities, to conduct the operation.--*

In evaluating the adequacy and appropriateness of real estate used in the applicant’s
operations, the authorized agency official must consider the following:

e location and size, including efficiency of location to markets and farm supply dealers
e improvements and repairs needed for improved efficiency

e presence of hazardous waste and underground storage tanks, the adverse effects of their
presence, and possible solutions

e conservation practices and measures and implementation of conservation plans for
program compliance

e probability of continued use
e cxternal factors, such as urban encroachment and new zoning ordinances

e ownership and leasing agreements, especially leasing arrangements relating to both land
and chattel.
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Par. 222
222  Elements of an Initial Assessment (Continued)

D Adequacy of Chattel Property Used to Conduct the Operation
*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(5) Adequacy of chattel property used to conduct the operation.--*

The initial assessment must evaluate the adequacy of the chattel property, such as equipment
and livestock used in the operation, relative to the applicant’s goals and the planned level of
production. As appropriate, the initial assessment should include comments on ownership,
condition, probability for continued use, and any external factors, such as:

operation life of chattel property relative to loan period

necessary repairs

improvements in operating efficiency with use of hired, leased, or owned equipment
numbers, condition, breed suitability, and age of livestock.

E Farm Organization and Key Personnel Qualifications
[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(1) Farm organization and key personnel qualifications.
To provide adequate supervision and training recommendations, the authorized agency
official must know who is performing key tasks within the farming operation. The initial
assessment must identify the key individuals involved in operating the farm, including any

seasonal labor. It also must:

o discuss the specific duties of each person, noting who is responsible for management,
labor, resource allocation, and decision making

e cvaluate the use of managerial resources and determine whether management choices are
contributing to or hampering success in the operation

e determine if the time and effort spent on an enterprise or particular commodity is
commensurate with the gains realized.
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Par. 222
222  Elements of an Initial Assessment (Continued)

F Supervisory Plan
*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(9) Supervisory plan.--*

The authorized agency official must tailor the supervisory plan to the applicant’s individual
needs and risks associated with the operation. An applicant’s involvement and understanding
of FSA’s supervisory responsibilities in providing supervised credit are essential to
successful supervision. The authorized agency official must work with the applicant to
develop practical plans and realistic timetables for realizing improvements in critical areas.
The supervisory plan shall:

o*--identify and recommend areas of training which will help the applicant address--*
operational weaknesses, according to 3-FLP, paragraph 402

e schedule the farm visit, record review, and operational analysis and post the schedule to
MAC.

G Historical Performance
*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:
(6) Historical performance;--*

The authorized agency official must consider and analyze significant aspects of the
operation’s historical production and financial performance, trends, and current condition.

Production Data. The initial assessment must include and evaluate at least the last 3 years of
production data for the farm, where possible * * *. The applicant has the discretion to
provide up to the last 5 years of production records. The evaluation must consider current
production levels (e.g., bushels per acre, percent calf crop, pounds of milk per animal, and
pounds of grain). It also must consider whether the farm has a capacity sufficient to generate
projected production and to attain the applicant’s goals. If an applicant is taking over an
operation and the operation will remain substantially unchanged, the assessment may
consider the most recent 3 years of production data for the existing operation.

Financial Data. The initial assessment must include and evaluate at least the last 3 years of
financial data for the farm or applicant. The applicant has the discretion to provide up to the

*--last 5 years of financial records. Financial data can be gathered from tax returns, applicant
records, or FSA records. If an applicant is taking over an operation and the operation will--*
remain substantially unchanged, the assessment may consider the most recent 3 years of
financial data for the existing operation, if available, along with the applicant’s own living
expenses.
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Par. 222

222  Elements of an Initial Assessment (Continued)

G Historical Performance (Continued)

4-21-09

Trend analysis must use comparable data for each year. For example, a trends analysis using
balance sheets can be done properly only when the balance sheets from different years are

*--“as of”” approximately the same dates. Even though the balance sheets may not be--*

submitted on, for example, December 31, 2XXX, the balance sheet may still be prepared “as
of” that date.

The initial assessment must evaluate the current management and use of financial resources
(income and credit), and how they contribute to or detract from the operation. The
assessment shall determine how well financial resources are used in meeting * * * goals and
whether the applicant stays within the budget, considering the following:

appropriateness of income sources
adequacy of dedicated resources
appropriateness of credit use

productivity levels as related to profitability
effectiveness of income use

existence of other income opportunities.

Numerous indicators based on actual performance must be considered red flags when
analyzing an operation. For example:

e increasing expense-to-income ratio for several years and a large debt load without
*--considerable nonfarm income, especially if the applicant has not suffered from natural

disasters

¢ increasing current liabilities from year to year without corresponding increases in current
assets, especially if the applicant has not suffered from natural disasters--*

e increasing trend in debt-to-asset ratio, while considering fluctuations in land values, the
economy, and price levels

e declining working capital position

e declining repayment margins.
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222  Elements of an Initial Assessment (Continued)

G Historical Performance (Continued)

Par. 222

The following illustrates how some financial indicators can alert the authorized agency
official to potential problems or immediate concerns about the farming operation. For
instance, an expense-to-income ratio that stays at 70 percent or higher for several years could
indicate a potential problem. The same ratio at 80 percent or more coupled with minimal
off-farm income is a cause for immediate concern.

Financial Indicator

Potential Problem

Immediate Concern

Expense-to-income ratio
(without interest)

70 percent or more for
several years

More than 80 percent with
minimal off-farm income

Increased accounts

Sudden increase in accounts

Accounts payable extended over

payable payable 2 months without cash-generating
assets/ receivable accounts

Liquidity Ratio less than 1.5 to 1 Ratio less than 1 to 1

Solvency Ratio of 60 percent or more | Ratio of 75 percent or more

Family living expenses

Unsubstantiated estimates
below $20,000 for an
average family

Unsubstantiated estimates below
$10,000 for an average family

H Farm Operating Plan

*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:

(7) Farm operating plan.--*

The initial assessment must include a balance sheet and provide a projected farm budget
(1-year pro forma). The automated FBP system is the primary tool used in budget planning,
but other systems acceptable to FSA may also be used.

A breakdown of per-acre expenses by commodity item is ideal when developing a plan of
action regarding operating expenses. Examining per-unit costs assists in identifying whether
expenses are being applied properly toward those income-generating areas. A per-unit cost
breakdown also is useful with livestock production.

4-21-09
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4-21-09

Par. 222

Elements of an Initial Assessment (Continued)

Training Plan

*--[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:

(10) Training plan.

The authorized agency official must describe FSA’s initial recommendations for borrower
training. The recommendations must assist the applicant in addressing operational
weaknesses. See 3-FLP, Part 13 for borrower training requirements.

Loan Evaluation

[7 CFR 761.103(b)] The initial assessment must evaluate, at a minimum, the:

(8) Loan evaluation.--*

The authorized agency official must evaluate and discuss whether the proposed loan is
reasonable based on:

e the applicant’s goals and the operation’s objectives

e projected cash flow (as analyzed in the farm operating plan software or an acceptable
alternative)

e loan security
e other loan risk factors.

The loan evaluation is similar to the loan narrative, which is discussed in 3-FLP,
paragraph 261. The loan evaluation and loan narrative must be consistent.
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Par. 223

223 Annual Review and Assessment Update

A

12-31-07

Objective of Annual Review

[7 CFR 761.103(d)] The Agency reviewsthe assessment to determine a borrower’ s
progress at least annually. A review will bein theform of an office visit, field visit,
letter, phone conversation, or year-end analysis, as determined by the Agency.

The annual review:
e monitorsthe borrower’s progress towards the operation’s goals

e evaluates supervisory assistance provided to assist borrower graduation to commercial
credit.

Scope of Annual Review

The annual review must address any significant changes to the borrower’ s farming operation,
expenses, or financial condition that have occurred since the most recent assessment update
or annual review. The authorized agency official shall pay particular attention to the
following:

changes in operations or goals

status of progress toward goals

need for changes in plan of supervision
need for additional borrower training.

Assessment Updates

[7 CFR 761.103(c)] An assessment update must be prepared for each subsequent loan.

Theupdate must include a farm operating plan, a loan evaluation, and any other items
discussed in paragraph (b) of this sectian (subparagraphs 2P2 B through F and | through J)
that have significantly changed since theinitial assessment.

This assessment update serves as a gauge for measuring the borrower’s progress and the
effectiveness of FSA assistance.
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Par. 223
223  Annual Review and Assessment Update (Continued)

D Documentation

If significant changes have occurred, the authorized agency official must document the
nature of each change and the reason for the change.

The documentation must address only new or changed information. Documentation in the
borrower’s case file must be adequate to record the type of supervision given, the findings of
the review, and any items requiring follow-up.

224-240 (Reserved)
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Par. 241
Section 3 Farm Operating Plan

241  Overview
A Objective

The primary objective of the farm planning process is to develop a plan that most accurately
reflects the expected cash flow and business activities for the operating cycle. The farm
operating plan documents the operation’s:

e financial position
e cash flow
e repayment ability.

The applicant or borrower must use a farm business planning system. FSA primarily uses

*--FBP to evaluate loan feasibility and the likelihood of achieving financial viability. An
applicant or borrower may use an alternative format for the farm operating plan if approved
by FSA according ta subparagraph 242 B. An original signed copy of the farm operating
plan must be retained in the case file.--*

B Developing and Approving the Farm Operating Plan

[7 CFR 761.104(a)] An applicant or borrower must submit a farm operating plan to the
Agency, upon request, for loan making or servicing purposes. (Sge paragraph 243 for
more specifics on the timing of the plan.)

[7 CFR 761.104(b)] An applicant or borrower may request Agency assistance in
developing the farm operating plan.

* X *

[7 CFR 761.104(c)] The farm operating plan will be based on accurate and verifiable
information.

*--[7 CFR 761.104(c)(1)] Historical information will be used as a guide.

The authorized agency official will review the farm operating plan to ensure that it is
reasonable, relative to historical performance and local practices and conditions.

[7 CFR 761.104(c)(2)] Positive and negative trends, mutually agreed upon changes--*

and improvements, and current input prices will be taken into consideration when
arriving at reasonable projections.
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6-17-08

Par. 241

Overview (Continued)
B Developing and Approving the Farm Operating Plan (Continued)

*--[7 CFR 761.104(c)(3)] Projected yields will be calculated according to the following--*
priorities:

(i) The applicant or borrower’s own production records for the previous 3 years;

(if) The per-acre actual production history of the crops produced by the farming
operation used to determine Federal crop insurance payments, if available;

Note: This does not mean that averages will be the projection used in every plan. Positive

and negative trends will be considered when projecting production levels. The
primary focus should always be on developing a realistic projection. If production
has been increasing each year for the past 3 years, use of the most recent year’s
production level, or a higher level consistent with the trend will, in most cases, be the
most realistic projection.

Conversely, if the trend is negative, the average may overstate production, and the
most recent year’s level is probably the most realistic projection. However, a higher
production level may be projected if the negative trend is the result of disaster
conditions, or if actions have been taken which will definitively reverse the trend.
Additionally, 3 years is the minimum years of records to be considered, if available.
The applicant, at their discretion, can provide more than 3 years of records if these
additional records provide a more realistic yield projection. The basis for the yield
used should be adequately documented in FBP or running case record.

When the production of a growing commaodity can be estimated, that estimate must be
considered in production projections.

***(iif) FSA Farm Program actual yield records;
***(jv) County averages;

***(v) State averages.

1-FLP (Rev. 1) Amend. 9 Page 8-86



Par. 241
241  Overview (Continued)

B Developing and Approving the Farm Operating Plan (Continued)

[7 CFR 761.104(c)(4)] If the applicant or borrower’s production history has been
substantially affected by a disaster declared by the President or designated by the
Secretary of Agriculture, or the applicant or borrower has had a qualifying loss from
such disaster but the farming operation was not located in a declared or designated
disaster area, the applicant or borrower may:

(i) Use county average yields, or state average yields if county average yields are not
available, in place of the disaster year yields; or

(if) Exclude the production year with the lowest actual or county average yield if their
yields are affected by disasters during at least 2 of the 3 years.

*--Note: SED will issue a State supplement containing the 3-year history of disaster--*

declarations for all counties in their State, along with the type of disaster and the
incidence period.
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Par. 241
241  Overview (Continued)

B Developing and approving the Farm Operating Plan (Continued)

[7 CFR 761.104(d)] Unit prices for agricultural commodities established by the Agency
will generally be used. Applicants and borrowers that provide evidence that they will
receive a premium price for a commodity may use a price above the price established
by the Agency.

*--SED will issue a supplement listing the unit prices for all commodities commercially--*
produced in their State.

Once established, these prices will be used in all farm operating plans developed, unless the
applicant * * * provides evidence that they will receive a premium price or a price other than
that established by the State. Evidence of this may include, but is not limited to, contracts or
other written agreements that guarantee the price for the commodity being produced.

*--If the applicant has historically received a premium price because of above average quality or
grade of the product produced, the premium will be taken into account when determining the
expected price to be received for that product.--*

[7 CFR 761.104(e)] Except as provided in paragraph (f) of this section, the applicant or
borrower must sign the final farm operating plan prior to approval of any loan or
servicing action.

[7 CFR 761.104(f)] If the Agency believes the applicant or borrower’s farm operating
plan is inaccurate, or the information upon which it is based cannot be verified, the
Agency will discuss and try to resolve the concerns with the applicant or borrower. If
an agreement cannot be reached, the Agency will make loan approval and servicing
determinations based on the Agency’s revised farm operating plan.

*--If a loanmaking/loan servicing decision is based on a revised farm operating plan the
applicant does not agree with, the authorized agency official will place the plan on which the
applicant does not agree in the case file along with the plan submitted by the applicant. The
authorized agency official will document in the case file the differences in the plans and the
fact that the loanmaking/loan servicing decision was based on a revised farm operating plan
on which the applicant does not agree. In FBP, the plans should be named such that it is--*
clear which plan is the applicant’s plan and which plan is * * * developed by FSA. If FSA’s
decision is adverse to the applicant, the authorized agency official will provide the applicant
with appeal rights according to 1-APP.
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Par. 242
242  Farm Operating Plan For mat

A Approved Format

FBP will be used to perform financial planning, analysis, loan origination and servicing
functions, and to manage the FLP portfolio. for instructions on how to use
FBP.

B Alternative Formats

Borrowers may use other automated or manual farm business plans if they are approved by
FSA. The authorized agency official may approve the use of other systems and formats for
the farm operating plan if these formats contain the same information as required by the FBP
and the following statement is signed by the applicant or borrower.

| agree to follow this plan and to discuss with the Authorized Agency Official any
important changes that may become necessary. Thisis a projected plan and does not
release the security interest of the government in any security referred to in this plan. |
recognize that making any false statement on this plan or any other loan document may
congtitute a violation of federal criminal law.
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Par. 243

243  Timing of the Farm Operating Plan

A Period Covered

12-31-07

The period of time covered by a farm operating plan should reflect the norm for the type of
commodity or agricultural enterprise being farmed in a particular area, considering climate
conditions and other factors vital to the successful production of the commodity or
agricultural enterprise. If there are any changes to the producer’ s operation during the cycle
of the plan, the changes will be noted on the plan. The revised operating plan will be signed
and dated by the producer and the authorized agency official and will be documented in the
running case record. In most cases the period covered by the plan should not exceed

18 months unless special circumstances dictate alonger planning period.
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Par. 244
244 Revisions to the Farm Operating Plan

A Revising Plans

*--The authorized agency official and the applicant or borrower must revise the farm--*
operating plan when changes occur in the farming operation or in the planned or actual use of
loan funds. Any revisions made to the plan must be circled, dated, and initialed by the
borrower and the authorized agency official. If major revisions cannot be accommodated in
the original farm operating plan, a new plan must be completed and attached to the original.
This new plan must be labeled, “Revision I, 11, 111,” etc. to reflect the latest revision under
consideration.

B FSA Responsibility for Revisions
*--The authorized agency official will meet with the applicant or borrower to discuss, date,--*
and sign the revised farm operating plan. The revised plan must be placed in the applicant’s

or borrower’s file and follow-up actions posted to DLS/MAC. The authorized agency
official will provide a copy of the revised farm operating plan to the applicant * * * .

6-17-08 1-FLP (Rev. 1) Amend. 9 Page 8-91



Par. 245

245  Considering New Enterprises When Developing the Farm Operating Plan

A Reviewing and Evaluating the Farm Operating Plan

B

12-31-07

When reviewing a farm operating plan that includes a new enterprise, the authorized agency
official shall not assume that historical cost structures and rates of return for existing
enterprises apply to the proposed new enterprise. According to[subparagraph 241|B, positive
and negative trends, mutually agreed upon changes and improvements, and current input
prices will be considered. Since new enterprises are not a part of the applicant’s history,
reliable sources, such as enterprise budgets from Extension Service and Land Grant
Universities, are acceptable documentation to support the farm operating plan. These plans
must use acceptable State or county average production levels. However, local conditions
(soil productivity, climate, etc.) that will affect the enterprise and current realistic income and
expense information shall also be considered when State or county averages are used.

Farm Assessments

A farm assessment, as required in Section 2, is critical when an applicant or borrower adds a
new enterprise. The farm assessment shall be completed jointly with the applicant as
required before any decision is made on a farm operating plan that includes a new enterprise.

Technical Assistance

Applicants shall be provided technical assistance or encouraged to obtain it. Sources of
technical assistance include Extension Service, Land Grant Universities, State Programs,
USDA 2501 grant recipient organizations and institutions, and private consultants. Program
loan cost contracting funds are available and may be used to procure technical assistance for
applicants planning new enterprises if public sector institutions (Extension Service, State
Government, Land Grant Universities, etc.) cannot provide the assistance necessary.
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Par. 245
245  Considering New Enterprises When Developing the Farm Operating Plan (Continued)

D Farm Operating Plans Used in Loanmaking and Loan Servicing Approval/Denial
Decisions

A farm operating plan, which includes a new enterprise, used for loanmaking and loan
servicing approval or denial decisions will be based on accurate, verifiable, reliable, and
realistic information. A farm operating plan for existing farm operations or enterprises
without changes will be based on a typical year’s plan of operation. When the farm
operating plan does not reflect a positive cash flow, the authorized agency official shall meet
with the applicant and discuss both the farm operating plan and the reason for the denial in
detail before sending written notification of the adverse decision.

Note: Farm operating plans will continue to be documented and revised according to the
guidance and instructions in|subparagraph 241|B.
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Par. 246
246  Considering Program Payments When Developing the Farm Operating Plan

A Developing the Farm Operating Plan
*--The authorized agency official:--*
e shall:

e determine whether the applicant has applied for and may be eligible to receive any
type of program payment assistance

e contact the CED to determine the type and amount of program payment assistance the
*--applicant has received or can expect to receive during the period covered by the farm
operating plan--*

e include typical program payments and subsidies that are included in the President’s
annual appropriations budget in the cash flow projection of the farm operating plan

e shall not include any:

e disaster related payments in the cash flow projections of long range and/or typical
year farm operating plans, as disasters and any related type of payment assistance are
ad-hoc and are not considered typical for a farming operation

e one-time payment assistance appropriated as a result of special legislation by
Congress and the President in the cash flow projections of long range and/or typical
year farm operating plans, as one-time payment assistance is not considered typical
for a farming operation.

247-250 (Reserved)
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Par. 251

Section 4 Borrower Account Classification

251  Overview

A CONACT Requirements

6-17-08

CONACT requires FSA to classify borrower accounts and to review annually for graduation
each direct loan borrower classified as “commercial” or “standard.” FSA uses the borrower
account classification system to identify borrowers with the best potential to obtain
commercial credit. See 4-FLP, Part 4 for graduation. Classification also identifies borrowers
in need of special loan servicing and helps the National Office evaluate the quality of FSA’s

direct loan portfolio.

Classifications are not disclosed to credit bureaus or other lenders. A borrower cannot appeal

an account classification.
Classification Categories

Accounts will be identified as 1 of the following.

Classification Classification Category
1 Commercial
2 Standard
3 Acceptable
4 Marginal
*--5 Not Classified--*
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Par. 251
251  Overview (Continued)

C When Classification is Required

*--At the closing of a direct loan, classification will be completed using FBP. If the account--*
is classified as commercial or standard, the authorized agency official must thoroughly
document that the borrower has met the test for credit and therefore meets the eligibility
requirements for the loan being granted.

*--At the time of a year-end analysis, done according to Part 8, Section 5, the authorized agency
official must also classify the account.

Subsequently, the authorized agency official at minimum must classify the account every
2 years with the updated data collected according to 4-FLP, subparagraph 47 B.--*

D Classification of Youth Loans

New youth loans will be classified as “3” when completing the Youth Loan Credit Action.
For existing youth loans, that are current, complete a D-Loan/Special Classification Credit
Action. A score of “3”, “Acceptable” will be assigned. For existing youth loans that are
delinquent, the D-Loan/Special Classification Credit Action shall be used and will be
assigned a score of “5”, “Not Classified”. The values of FSA’s Security Margin and percent
of FSA Loss will be calculated from the best information available for the borrower. The
basis for these values will be documented in the borrower’s case file.

E Classification Reporting

FSC, FLOO sends Report Code (RC) 736, “Annual Review and Classification of Farm Loan
Borrowers,” to each County Office in January and July each year. This report identifies the
classification category and date for the previous classifications for each borrower. The report
has a space for the date of the next classification. When a classification is performed, the
authorized agency official must file an ADPS Transaction #8N within 10 days.
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Par. 252
252  Borrower Account Classification System

A Calculating Key Financial Indicators

Borrower account classification uses data from the year-end analysis (see Section 5), balance
sheet, and cash flow statements. If these data are not available, the authorized agency official
will develop conservative estimates of the missing values.

The authorized agency official will use discretion to classify the accounts of the following
types of borrowers as “2” (standard) or “3” (acceptable), without using the following
classification methodology:

e farmers receiving their first direct loan, as noted above
e beginning farmers
e youth loan borrowers.

As discussed in[subparagraph 251|C, classifying these accounts as commercial could falsely
imply that these borrowers have a significant probability of graduating to commercial credit,
which is highly unlikely.

For farmers not classified as standard or acceptable by the Authorized Agency Official,
historical financial data from the most recent one-year period available must be used to
calculate the security margin and key financial ratios used in the classification analysis.

B Calculating Security Margin
The authorized agency official will determine the value of FLP security for all direct FLP
loans. The following steps are used to calculate security margin. First determine the security
share, then use the resulting number to calculate security margin.
e Security share = value of the FLP security - value of any prior liens.
If this result is negative, the FLP security share is valued as zero.

e Security margin = security share - FLP direct loan debt (principal + interest).

The security margin can be positive, zero, or negative.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 8-103



252  Borrower Account Classification System

C Calculate Debt to Asset Ratio

The following equation is used to calculate debt to asset ratio.

e Debt to asset ratio = total debts/total assets.

Par. 252

This ratio must be based on the borrower’s most recent historical balance sheet. All debts

and assets, including direct and guaranteed FSA loans and non-FSA loans, are included in

this calculation. The authorized agency official must assign points based on the ratio, as
*--indicated in the following table, and use the points in determining account classification,--*

as described in subparagraph G.

Debt to Asset Ratio Points
40 or less 1
40.01 to 69 2
69.01 to 99 3
99.01 or greater 4

D Calculate Return on Assets Ratio

This ratio is based on net cash return. The authorized agency official must use the following
equation to calculate net cash return and use the result in the equation for return on assets

ratio.

e Net cash return = farm income — owner withdrawals.
e Return on assets ratio = net cash return / total property owned.

The authorized agency official will assign points based on the ratio, as indicated in the
*--following table, and use the points in determining account classification, as described in--*

subparagraph G.

Return on Assets Ratio Points
7 or greater 1
3.6t06.99 2
0.01 to 3.59 3

0 or less 4
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Par. 252
252  Borrower Account Classification System (Continued)

E Calculate the Current Ratio (Liquidity Ratio)
The following equation is used to calculate the current ratio.
e Current ratio = current assets /current liabilities.

Current asset and liability values must be taken from the most recent balance sheet. Only
easily liquidated assets are included as current assets. Items such as household goods,
personal vehicles, life insurance, and non-liquid securities are not included as current assets.
The authorized agency official will assign points based on the ratio, as indicated in the

*--following table, and use the points in determining account classification, as described in--*
subparagraph G.

Current Ratio Points

1.25 or greater 1
1.16 to 1.24 2
1.00to 1.15 3
0.99 or less 4

F TDCLC Ratio (Repayment Capacity Ratio)

The TDCLC ratio is calculated using data from the most recent FBP based on historical
figures. The authorized agency official will use the following equation to calculate the
repayment capacity ratio.

e TDCLC ratio = Net farm income from operations +/- total miscellaneous
revenue/expense + total non-farm income + depreciation/amortization expense + interest
on term debt + interest on capital leases — total income tax expenses — owner withdrawals
(total) / (annual scheduled principal and interest payments on term debt + annual
scheduled principal and interest payments on capital leases).

The authorized agency official will assign points based on the ratio, as indicated in the
*--following table, and use the points in determining account classification, as described in--*
subparagraph G.

TDCLC Points

1.15 or greater 1

1.08t01.14

1.00 to 1.07

0.01 to 0.99

-0.01to 0

BRI WIN

-0.02 or less
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252  Borrower Account Classification System (Continued)

G Determining Account Classification Code

253-260

12-31-07

Par. 252

The total points for each of the 4 measures of financial performance and operation stability
identified in subparagraphs C through F are added to obtain the total classification points.

e Total classification points = debt to asset ratio points + return on assets ratio points +

current ratio points + repayment capacity (TDCLC) ratio points.

The authorized agency official will use the following to determine the borrower account
classification based on the security margin and the sum of classification points. If the
borrower’s security margin is negative, the borrower account classification category will be
4 (marginal), regardless of the number of classification points.

Total Classification
Security Margin Points Classification Classification Category

Positive or zero 1t01.59 1 Commercial
Positive or zero 1.61t02.19 2 Standard
Positive or zero 2.2102.79 3 Acceptable

Negative 2.8t04 4 Marginal

(Reserved)
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Par. 261
Section 5 Year-End Analysis

261 Overview

A

12-31-07

Introduction

A year-end analysis provides an opportunity for the borrower and FSA to discuss and
evaluate a borrower’ s financial and production performance, progress toward goals,
effectiveness of operational management, and FSA supervision and oversight. It also
provides an opportunity to modify the plan of supervision and to address other changes in the
borrower’ s operations or situation.

The year-end analysis must coincide with the borrower’s production and marketing cycle.
A year-end analysis may be used in place of an annual review.

The year-end analysis must be performed in as much detail asis presented in the farm
operating plan.

Overview

FSA and the borrower jointly prepare a year-end analysis. Y ear-end analysis has the
following 4 steps.

e The authorized agency official will identify and evaluate any significant changes to the
borrower’ s operation or situation.

e The borrower and the authorized agency official will obtain the borrower’s actual
production data and financial data for the completed year and compare the actual datato
the projections made in the prior year’s farm operating plan by calculating variances from
the projections.

e The borrower and the authorized agency official will determine and document the reasons
for variances.

e The borrower and the authorized agency official will analyze how the borrower’s
performance can be improved in the coming year and the borrower prepares an updated
farm operating plan.

When completed, the authorized agency official must place a copy of each year-end analysis
in the borrower’s case file.
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Par. 262

262  Preparingfor the Year-End Analysis

A

12-31-07

Schedule for the Year-End Analysis

The authorized agency official will schedule the year-end analysis to occur as close as
possible to the end of the production cycle. It must be within the 60-day period after the
borrower’ s production cycle ends. Borrowers must be prioritized according to need, with the
greatest need cases being addressed first.

Before the Appointment

The authorized agency official must review existing assessments, running records, written
correspondence, and FSA-2040. If thisreview raises issues or questions, the authorized
agency official must record these items in the running record to use when meeting with the
borrower.

The authorized agency official must send a copy of the farm operating plan to a borrower if
the borrower uses FSA’s system. This farm operating plan must be sent to the borrower
before the end of the production cycle. The authorized agency official shall ask the borrower
to have the actuals completed and to bring record books, tax information, and other verifying
documents that may be needed to the meeting. Inventories, asset values, and debts must be
calculated as of the COB cycle.
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Par. 263
263  Minimum Requirements of the Analysis

A Operations Requiring the Year-End Analysis

[7 CFR 761.105(a)] The Agency conducts a year-end analysis at its discretion or if the
borrower:

(1) Has received any direct loan, chattel subordination, or primary loan servicing
action within the last year;

(2) Is financially distressed or delinquent;

(3) Has a loan deferred, excluding deferral of an installment under Subpart B of
part 766; or

(4) Is receiving a limited resource interest rate on any loan.

The decision to perform year-end analyses on other borrowers is at the discretion of the
*--authorized agency official. A year-end analysis is not required for borrowers with:

e youth loans only
e loans flagged as having bankruptcy, foreclosure, or court action pending.--*

The authorized agency official shall use knowledge, experience, and judgment to identify
high-risk operations requiring such additional supervisory attention. Supervisory judgments
must be objective and apply sound credit and financial management principles.

Operations that may require a year-end analysis include those that are:

e undergoing major changes
e experiencing adverse production or financial conditions
e subject to volatile changes in the business climate.

B Timing
[7 CFR 761.105(b)] To the extent practicable, the year-end analysis will be completed
within 60 days after the end of the business year or farm budget planning period and

must include:

(1) an analysis comparing actual income, expense, and production to projected income,
expense, and production for the preceding production cycle; and

(2) an updated farm operating plan.
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Par. 263

263  Minimum Requirements of the Analysis (Continued)

C

12-31-07

Identifying and Evaluating Significant Changes

The year-end analysis must identify and evaluate any significant changes to the borrower’s
farming operation, expenses, or financial condition that have occurred since the most recent
initial assessment, assessment update, or annual review. In most cases, however, significant
changes will not have occurred or, if such changes have occurred, they will be limited to 1 or
2 aspects of the borrower’s situation. The authorized agency official shall pay particular
attention to the following:

changes in operations or goals

status of progress toward goals

need for changes in the plan of supervision
need for additional borrower training.
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263  Minimum Requirementsof the Analysis (Continued)

D

12-31-07

Comparing Actual Performance to Projections and Calculating Variances

The year-end analysis must present the borrower’ s actual production data and financial data
for the completed year and compare the actual datato the projections made in the prior year
farm operating plan. Based on this comparison, the analysis must calculate variances from
the projections.

The authorized agency official will collect other pertinent information related to the farm'’s
operation, such as changes or improvements in real estate, changes in key personnel, and any
other alterations that significantly impact the operation. The authorized agency official must
briefly explain the process, emphasizing the borrower’ benefits rather than FSA
requirements.

The evaluation of actual performance can be enhanced by:
e obtaining and reviewing the borrower’ s actuals using pertinent information about the
farm operation, such as changes or improvements in real estate, changes in key personnel,

and any other alterations that significantly impact the operation

e reviewing production by obtaining and/or calculating yields (production), price per unit,
and the amounts in inventory (held for sale)

Note: Production numbers should roughly correspond with the new balance sheet and
numbers sold

e evaluating debt service margin.

Note: If greater than 1.10 for a borrower on alimited resource interest rate, the interest
rate may need to be increased according to 4-FLP, Part 3.

The authorized agency official must consider the following issues when comparing actual
performance to projections and calculating variances.

e Theauthorized agency official must review planned versus actual expenses for family
living, farm operating, and capital expenditures.

e The year-end analysis must discuss credit used for farm operating, capital, and family
living expenses.

e Sometimes proceeds are recorded as net figures with commission, sales expenses,

yardages, seed, and storage costs removed. Using gross proceeds with the associated
costs captured under operating expenses is preferable.
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Par. 263

263  Minimum Requirementsof the Analysis (Continued)

D Comparing Actual Performanceto Projections and Calculating Variances (Continued)

12-31-07

The analysis must calculate yields (production), price per unit, and amounts in inventory
(held for sale). Numbers should roughly correspond with the new balance sheet and
numbers sold.

FSA-2040 must be reconciled with the farm operating plan (or other plan) and the
security agreement. Differences from projections and the need to amend the security
agreement must be discussed.

Interest figures must include all interest, not just operating interest.

Any proceeds from the sale of capital items must be subtracted when evaluating income
from operations.

The analysis must evaluate and document the sources of nonfarm income. Income and
tax information must be verified as applicable.

The analysis must consider debts and debt repayments to FSA and other lenders.
Breakdowns of principal and interest can serve as a cross check for interest actually paid
by the borrower. This information must match FSA-2040.

The analysis must report expenditures net of trade-ins.

Income and Social Security taxes must be included in the analysis.
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Par. 263
263  Minimum Requirementsof the Analysis (Continued)

E Determining and Documenting Reasons for Variances

After variances between the projected budget in the farm operating plan and the borrower’s
actual performance have been identified, the borrower and the authorized agency official
must determine and concisely document the reasons for the variances. The analysis must:

e consider both the borrower’s and the authorized agency official’ s perceptions of the
borrower’s successes, failures, and the reasons that specific items were not completed

e determine why income was not used as planned

e discuss operational performance, achievement of short-term goals, progress toward
medium-term and long-term goals, and living expenses.
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Par. 263
263  Minimum Requirementsof the Analysis (Continued)

F Analyzing How Performance Can be Improved

After determining the reasons for any deviations in the preceding year’ s performance, the
borrower and the authorized agency official together must analyze how the borrower’s
performance can be improved in the coming year. The authorized agency official and
borrower may identify areas for improvement based on the reasons for the variances between
actual and planned performance. The analysis shall address concerns in the following areas:

unplanned sales

changes in marketing plans

sales of basic security

use of proceeds

debts paid

amount of money released for family living and farm operating expenses.

The analysis must consider whether the borrower is making adequate progress towards
established goals. Ratios, historical trends, and production records are good sources of
information for evaluating business goal achievements. Alternatively, if the borrower’s goals
(for either business or family) were unrealistic, the analysis must reevaluate them and
establish new, obtainable goals.

Areas for improvement also might follow from recent changes in farm operations and family
conditions. Therefore, the authorized agency official shall work with the borrower to
identify any changes or aterations that significantly affect the operation.

If the authorized agency official determines that the borrower’s production or financial
performance may be improved by training, the authorized agency official may require that
the borrower meet training requirements. See 3-FLP, paragraph 402 for more information on
borrower training.

If performance is better than projected, the analysis should evaluate repayment issues, as well
as income taxes and Social Security taxes.
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263  Minimum Requirements of the Analysis (Continued)

F Analyzing How Performance Can be Improved (Continued)

264-400

12-19-08

The authorized agency official should remind the borrower that deviations from the
agreed-upon farm operating plan must be discussed with FSA.

Preparing an Updated Farm Operating Plan
The year-end analysis must include a current farm operating plan. Unlike other parts of an
assessment, the farm operating plan is prepared by the applicant, with FSA’s assistance if

needed.

(Reserved)
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Par. 401
Part 9 Internal Controls

Section1 FLPRA
401  Overview
A Background

FSA is mandated by the Federal Managers Financial Integrity Act of 1982 (Pub. L. 97-255)
to maintain an efficient and effective internal control system. FLPRA fulfills this mandate

by:
e establishing program evaluation criteria and reporting requirements
e providing a method to administer program evaluations

e providing a framework for performance analysis, risk mitigation identification, risk
mitigation implementation, and annual reporting.

B Purpose
FLPRA isthe primary tool that FLP uses for ongoing reviews and oversight of field office
operations. FLPRA evaluates FLP using arisk-based approach and provides the framework
for evaluating FL P management and oversight by State Offices and FLP delivery by Service
Centers.
FLPRA evaluates the potential for risk in the following 3 areas.

e Program Objectives — Assessing whether or not the objectives of the program, as set forth
in agency policies and procedures, are being met.

e Financial Integrity — Determining the soundness and quality of the loan program.

e Program Management — Evaluating the effectiveness of the leadership and guidance
provided in delivering FLP.
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Par. 401
401 Overview (Continued)

B Purpose (Continued)
FLPRA isdivided into the following 3 review aress:

e Direct Loan Making
e Direct Loan Servicing.
e Guaranteed Loan Programs.

Note: This areaincludes both guaranteed loanmaking and guaranteed loan servicing.
C Objective
The primary objectives of FLPRA are to evaluate the effectiveness of FLP delivery systems
and ensure compliance with applicable statutes, regulations, and directives. To promote a

consistent and effective approach to conducting reviews, FLPRA focuses on:

e evaluating program delivery by assessing the condition and performance in the risk areas
of program objective, financial integrity, and program management

e determining the overall degree of risk existing in FLP programs and identifying the
factors contributing to the risk

e recommending or requiring management to take mitigation action, as needed, to
strengthen FLP programs and/or ensure compliance with applicable regulations.

D SED Responsibilities
SED isresponsible for implementing the FLPRA process in their State by ensuring that all

required reviews, analyses, applicable risk mitigation plans, and reports are completed
according to this Part.
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Par. 402
402 FLPRA Review Process

A Administering FLPRA Reviews

FLPRA reviews will be administered and the results reported both at the State Office and
National Office levels. The National Office and State Offices can access the FSA Intranet at
http://intranet.fsa.usda.gov/fsa/ to obtain guides detailing the process to complete the
reviews according to the following.

Step Action

1 Under the “Links” section on the left side of the homepage, CLICK “FSA
Applications”.
2 On the FSA Applications page, CLICK “Farm Loan Program Systems”.
3 On the Farm Loan Program Systems homepage under the “Informational Links”
section, CLICK “Manuals” and CLICK “FLPRA National Office Review Process
Guide” or “FLPRA State Office Review Process Guide”.

B State Office Review Responsibilities
*--State Offices will be required to complete FLPRA reviews as follows:

e States with 9 or more FLP Service Centers will be required to review a minimum of
one-third of their FLP Service Centers annually, with all FLP Service Centers reviewed at
least once every 5 years

e States with 8 or fewer FLP Service Centers will be required to conduct at least one
FLP Service Center review per year and review all of their FLP Service Centers within a
3-year period.

The process for selecting the FLP Service Centers and high risk program areas to be
reviewed is set forth in the FLPRA State Office Review Process Guide.

C National Office Review Responsibilities
The National Office will complete FLPRA reviews in 10 to 13 States per year. The reviews
evaluate State FLP delivery and include visits to a limited number of FLP Service Centers.--*

The process used by the National Office to select States to be reviewed is set forth in the
FLPRA National Office Review Process Guide.
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9-1-09

Par. 403

State Office Reporting Requirements

A FLP Service Center Report

State Offices will provide a report to each FLP Service Center reviewed within 30 calendar
days after completing the review. The reports will be developed in the format set forth in
FLPRA State Office Review Process Guidd, Exhibit 2. Reports for each FLP Service Center
will include FLPRA State Office Review Process Guide,thoughthat will:

e rate each FLP Service Center reviewed in the 3 risk areas
e provide a composite score for the FLP Service Center.

The scores for each FLP Service Center will be:

e input in the automated FLPRA system within 30 calendar days of completing the review
e documented in the comment box provided to support the scores reported
e input in the automated FLPRA system no later than January 15.

Annual Report

No later than February 1, each State Office will submit the annual FLP4 Report * * * using

*--the template provided in the State Office Review Process Guide, Reports Section, by e-mail

to ra.dcwashing2-FSA-FLPRA. --*
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404  National Office Reporting Requirements

A State Visit Reports
The National Office will provide a findings report from on-site visits to State management
within 30 calendar days after completing the review. The format of this report is detailed in

the National Office Review Process Guide, Section 6. This report will:

o*--clearly present conclusions that are supported by facts obtained during the review--*
e include recommended mitigative actions.

Mitigative actions will:
e Dbe developed in conjunction with State management during the on-site visit

e have a specified date to provide an update on the State’s progress in mitigating identified
risks.

B PDEED Action
Upon receiving a State’s risk mitigation plans, PDEED shall:
e evaluate and approve risk mitigation plans
e establish a follow-up system to ensure that risk mitigation plans are implemented
e assess the success of the risk mitigation plan on reducing identified high risks

e provide an annual report to DAFLP summarizing the area of potential risk in the States
visited.

405-440 (Reserved)
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Par. 441

Section 2 DD FLP Oversight * * *

*1-441 General Provisions

A Overview

As the FLM’s first-line supervisor who manages the FLP activities in the Service Center, it is
incumbent upon DD to monitor the FLP delivery to ensure adherence to appropriate laws,
policies, and procedures.

Purpose

The DD FLP oversight process provides a standardized and consistent reporting format and
means by which DD can:

e document results from quarterly FLP oversight reviews
e view previously completed quarterly reports
e monitor and follow-up on actions to be taken by FLP Service Center staff.

442  DDORS

A Overview

12-19-08

Reporting of FLP oversight review results will be completed on a quarterly basis using
DDORS.

DDORS:

e was developed to assist DD with completing FLP oversight reviews conducted in the FLP
Service Centers

e provides the means by which DD can document and submit review results to State and
Field Offices

e contains the review items for each reporting quarter.
Reporting Timeframes
The first quarter report:

e will be available for completion in DDORS starting November 1 and ending on
January 31

e should reflect first quarter data gathered between October 1 and December 31

e iscomprised of quarterly review items, additional review items, and certification.--*
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Par. 442

*--442 DDORS (Continued)

B Reporting Timeframes (Continued)

12-19-08

The second quarter and first semi-annual report:
e will be available for completion in DDORS starting February 1 and ending on April 30
e should reflect:

e second quarter data gathered between January 1 through March 31 for quarterly
review items

e data gathered between October 1 through March 31 for the first semi-annual review
items

e is comprised of quarterly review items, first semi-annual review items, additional review
items, and certification.

The third quarter report:

e will be available for completion in DDORS starting May 1 and ending on July 31
e should reflect third quarter data gathered between April 1 and June 30
e is comprised of quarterly review items, additional review items, and certification.

The fourth quarter, second semi-annual, and annual report:
e will be available for completion in DDORS starting August 1 and ending on October 31
e should reflect:

e fourth quarter data gathered between July 1 and September 30 for quarterly review
items

e data gathered between April 1 and September 30 for the second semi-annual review
items

e data gathered between October 1 at the beginning of FY through September 30 at the
end of FY to complete the annual review items

e is comprised of quarterly review items, second semi-annual review items, annual review
items, additional review items, and certification.

Note: The quarterly report that corresponds to the current reporting period will be displayed
when DD clicks on the link for the Service Center to be reviewed from the DDORS
homepage. Review results for all review areas corresponding to each quarter will be
captured when the report is submitted or archived by the system when the reporting
period has ended. All past reports completed for the FLP Service Center in DDORS
will be available for five FY’s.--*
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442  DDORS (Continued)

C System Access

Access DDORS from the Farm Loan Programs Systems Home Page, at
*--https://arcticocean.sc.egov.usda.gov/flp/IndexServlet, according to the following.--*

Step

Action

1

CLICK *“Logon” and enter the eAuthentication 1D and password.

2

CLICK “District Director Oversight Reporting System (DDORS)” listed under
“Other FLP Systems”.

3

Select the Service Center to be accessed.

Notes:

Review items for the current reporting period will be accessed from the Service
Center report outline page. DD’s can navigate back to the report outline for a Service
Center by clicking “Go Back to Report Outline” on the submenu at the left of the
screen. CLICK “Home” at the top of the screen to bring the user back to his or her
homepage.

Access to Service Center reports are based on the user’s jurisdictional privileges.
DD’s will have access to the FLP Service Centers for which they have FLP oversight
responsibility. FLC and SED will have view-only access to all reports completed on
all Service Centers within the State or States over which they have program oversight
responsibilities. Other State users, such as FLS’, will have access to Service Centers
as designated by FLC or SED. Users who need access to DDORS should contact the
State Systems Administrator.

FLM’s, FLO’s, and PT’s will be able to view the reports completed for the Service
Centers they manage. In a future phase of production, these users will have
permission to follow-up on action items for their Service Centers that are established
by DD’s in DDORS.

443  Responsibilities

A DD Responsibilities

DD’s shall:

e coordinate and plan all FLP oversight review site visits with FLP State Office staff so
that participation by FLC or FLS can be arranged when necessary

e notify SED or FLC of any apparent problems that may require immediate attention

12-29-09
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Par. 443
*--443 Responsibilities (Continued)

A DD Responsibilities (Continued)
e use DDORS to:

e document specific findings for each case file or operational file reviewed
e complete all quarterly review items for each Service Center
e submit Service Center oversight reports for review by other users.

Note: Submitting the report online in DDORS is the:

e certification for that report
e same as the signature on FSA-2101.

B Service Center Responsibilities
FLM’s, FLO’s, or PT’s shall:
e assist in obtaining the reports needed for items to be reviewed

Note[ Exhibit 35 is provided as a guide to reports that are needed for the various review
items.

e be available to discuss specific cases or to answer questions from DD
e follow-up on any action items identified by DD’s in DDORS.
C State Office Responsibilities
SED’s shall ensure that timely FLP oversight reviews are completed by DD’s in DDORS.
FLC’s shall:

e review reports in progress and submit and follow-up on action items as needed
e discuss concerns with DD and SED
e fully document actions taken to remedy identified deficiencies in the operational file.

D National Office Responsibilities

DDORS oversight reports shall be reviewed with the FLPRA process. Reports for each FLP
Service Center within a State shall be reviewed to ensure that:

e consistent oversight reviews are being conducted by DD’s in the State
e SED’sand FLC’s are monitoring and addressing any deficiencies or apparent problems

identified by DD’s.--*
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Reports

This table lists the required reports of this handbook.

Reports, Forms, Abbreviations, and Redelegations of Authority

Exhibit 1

Forms

Reports
Control Reporting Submission Negative
Number Title Period Date Reports | Reference
FLP4 FLPRA Annual Annually |By February 1 Required |403
Report each year
This table lists all forms referenced in this handbook.
Display
Number Title Reference | Reference
CCC-10 Representations for Commodity Credit Ex. 35
Corporation or Farm Service Agency Loans and
Authorization to File a Financing Statement and
Related Documents
CCC-257 Schedule of Deposit |Ex. 35)
FmHA 2006-21 |Information Systems Management (ISM) Request 52
for Changes to User Documentation
FSA-13-A Data Security Access Authorization Form |Ex. 15|
FSA-137 Address Information Request 46
FSA-159 Request for Supplies, Forms, and/or Publications \Ex. 5} 17
FSA-470 Tractor Feed Post Card for Metered Postage 46
FSA-603 Collection Register for State and County Offices Ex. 35
FSA-851 Environmental Risk Survey Form Ex. 35
FSA-1922-2 Supplemental Report 142
FSA-1922-11 Appraisal for Mineral Rights 142
FSA-2001 Request for Direct Loan Assistance 44,47, 48,
|Ex. 35
FSA-2007 Statement Required by the Privacy Act for Non- 48
Applicants
FSA-2037 Farm Business Plan Worksheet Balance Sheet |Ex. 15|
1-FLP (Rev. 1) Amend. 32 Page 1
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Forms (Continued)

Exhibit 1

Display
Number Title Reference | Reference

FSA-2038 Farm Business Plan Worksheet Projected/Actual Ex. 15
Income and Expense

FSA-2040 Agreement and Record of the Disposition of FSA 262, 263,
Security/Release of Proceeds Ex. 7, 35

FSA-2072 Cancellation of U.S. Treasury Check and/or 168
Obligation

FSA-2101 DD FLP Oversight Report Guide 443

FSA-2103 Direct Loan Making File Review Questionnaire 28

FSA-2104 Guaranteed Loan Making File Review 28
Questionnaire

FSA-2119 Delinquent Borrower Servicing File Review 28
Questionnaire

FSA-2125 Farm Loan Program County Information File 46
Changes

FSA-2126 Program Loan Cost Expense (PLCE) Request 166-168
(Non-Contractuals only)

FSA-2139 Notification of Exemption From Requirement to 102
Provide Social Security Number

FSA-2140 Deposit Agreement 101, 102

FSA-2141 Interest-Bearing Deposit Agreement 102

FSA-2142 Statement of Deposits and Withdrawals 103

FSA-2144 Designated Financial Institution Pledge of Collateral 102

FSA-2145 Demand for Withdrawal of Supervised Bank 103
Account Funds

FSA-2150 Development Plan 122,125

FSA-2153 Release by Claimants 122

FSA-2154 Release by Contractor 122

FSA-2160 Appraisal of Chattel Property 142

FSA-2161 Appraisal Report - Agricultural Tract 142

FSA-2162 Real Estate Sales Data 142

FSA-2163 Supplemental Forms-Agricultural Appraisal 142

FSA-2165 Administrative Appraisal Review 143

FSA-2166 Technical Appraisal Review and Certification 143

FSA-2171 Substitute Invoice 166

FSA-2172 Request for Emergency Payment 168

FSA-2173 Foundation Financial Information System (FFIS) 162
Vendor Code Request

FSA-2201 Lender's Agreement 47 |Ex. 35)

FSA-2211 Application for Guarantee 44, 47

8-14-09
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Forms (Continued)

Exhibit 1

3-23-09

1-FLP (Rev. 1) Amend. 21

Display
Number Title Reference | Reference
FSA-2212 Preferred Lender Application For Guarantee 44, 47
FSA-2232 Conditional Commitment 43EX. 7|
FSA-2233 Lender Certification 43
FSA-2235 Loan Guarantee Ex. 7]
FSA-2242 Assignment of Guarantee Ex. 7
FSA-2254 Guaranteed Loan Report of Loss Ex. 35
FSA-2292 Guaranteed Loan Processing Checklist Ex. 35
FSA-2301 Request For Youth Loan Ex. 15
FSA-2304 Notice of Incomplete Application Ex. 35
FSA-2305 Second Notice of Incomplete Application Ex. 35
FSA-2306 Notice of Application Withdrawal/Pending Ex. 35
Withdrawal
FSA-2307 Notice of Complete Application Ex. 35
FSA-2308 Notice of Eligibility for FSA Assistance Ex. 35
FSA-2313 Notification of Loan Approval and Borrower 202
Responsibilities
FSA-2318 Agreement for Disposition of Jointly-Owned Ex. 35
Property
FSA-2341 Certification of Attorney 43
FSA-2342 Certification of Title Insurance Company 43
FSA-2510 Notice of Availability of Loan Servicing to 3
Borrowers who are 90 Days Past Due
FSA-2512 Notice of Availability of Loan Servicing to 3
Borrowers Who Are Current, Financially Distressed,
or Less than 90 Days past Due
FSA-2514 Notice of Availability of Loan Servicing to 3
Borrowers Who are in Non-Monetary Default
FSA-2535 Conservation Contract 3
FSA-2543 Shared Appreciation Agreement 3
RD 1922-15 Administrative Appraisal Review for Single Family 143
Housing
RD 1940-22 Environmental Checklist for Categorical Exclusions Ex. 15, 35
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Abbreviations Not Listed in 1-CM

The following abbreviations are not listed in 1-CM.

Exhibit 1

Approved

Abbreviation Term Reference
ACIF Agricultural Credit Insurance Fund 163
ADPS Automated Discrepancy Processing System Text
ADR alternative dispute resolution 42
AO Administrative Officer 25, 27
ARRA American Recovery and Reinvestment Act of 2009 28

BIR Business Information Report 48

BOPR Borrower Property Table 166
CDAT Consent Decree Action Team Ex. 12, 15
CIP critical information protection Ex. 15
CLP Certified Lender Program Text
CMT Constant Maturity Treasury Ex. 17
CNC currently not collectable Ex. 12
CONACT Consolidated Farm and Rural Development Act 1,21, 29,251
DALRS$ Debt and Loan Restructuring System |Ex. 15
DDORS District Director Oversight Reporting System 442, 443
DLS Direct Loan System 44,49, 51, 244
DOJ Department of Justice 41
ECOA Equal Credit Opportunity Act 41
EFT electronic funds transfer Text) EX. 7|
EIN employer identification number 162, Ex. 15
EM emergency loans 29
ERSR Electronic Repository of Security Requests 53
FAR Federal Acquisitions Regulation 162, 165
FBP Farm Business Plan Text| Ex. 35|
FCAO Farm Credit Applications Office 49
FFIS Foundation Financial Information System 162, 166, 167, 168
FFIS Team PARLC, LAO 167, 168
FHP Farm Home Plan Ex. 15
FISMA Federal Information Security Manage Act Ex. 15
FLC Farm Loan Chief Text,[Ex. 15]
FLM Farm Loan Manager Part 2, 441-443,

Ex. 7] 15

FLO Farm Loan Officer Text|Ex. 7, 15
FLOT Farm Loan Officer Trainee 25,|Ex. 15
FLPRA Farm Loan Programs Risk Assessment Part 9
FLS Farm Loan Specialist 23, 25, 29, 442, 443
FmHA Farmers Home Administration 2
FO Farm Ownership 29, 45, |Ex. 15|
FSC, FLOO Financial Services Center, Farm Loan Operations Office |50, 52, 162, 167
GLS Guaranteed Loan System 44, 46, 50

10-27-09
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Exhibit 1

Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Abbreviations Not Listed in 1-CM (Continued)

Approved

Abbreviation Term Reference

ISA installment set-aside |Ex. 15

ITLAP Indian Tribal Land Acquisition Program 2

LOC line of credit 29

LOD Loan Operations Division 168

LR limited resource |Ex. 15

MAC Management of Agricultural Credit 49, 222, 244

MADS margin after debt service Ex. 15

OAC Office of Adjudication and Compliance Ex. 12

oL Operating Loans 29, 45,|Ex. 15

OTI Opportunity to Improve Plan 25, 27

PAC Program Authority Code 164, 166, 167

PARLC, LAO | Policy, Accounting, Reporting, and Loan Center, |167, 168
Loan Accounting Office

PIP Performance Improvement Plan 25, 27

PLCE Program Loan Cost Expense Part 7,|Ex. 4] 26

PLP Preferred Lender Program 29, 43, 143

PLAS Program Loan Accounting System 49

PLS Primary Loan Servicing 25, 27, 29, 144

PT program technician 23, 26, 442, 443 [EX. 7

PVHT \Voucher Header Inquiry Table 167, 168

PVLT Voucher Line Inquiry Table 167, 168

RCI recoverable cost items |Ex. 15

RD Rural Development Text

SALP Special Apple Loan Program 2,29

SCIMS Service Center Information Management System | 44, 46, 49

SDMS State Directives Management System 403

SEL standard eligible lender 43

SLR Security Liaison Representative 53

SSN Social Security number |Ex. 13

TC transaction code 52

TDCLC term debt capability lease coverage 252

TDLCR term debt and capital lease coverage ratio |Ex. 15

TIN taxpayer identification number 162,[Ex. 13

TY payment voucher transaction 166, 167, 168

USPAP Uniform Standards of Professional Appraisal Part 6
Practice

VID vendor identification 162, 166

WEM Web Equity Manager Ex. 15

YEA year-end analysis Ex. 15

5-21-09
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Exhibit 1
Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Redelegations of Authority
SED’s may redelegate their:
e |oan approval authority to FLC, FLS, or DD

e authority to allow the use of a restricted appraisal report to the designated State staff
appraiser.

4-30-09 1-FLP (Rev. 1) Amend. 23 Page 6



Exhibit 2
Definitionsof TermsUsed in ThisHandbook (7 CFR 761.2 (b))

Administrative Appraisal Review

Administrative appraisal review isa review of an appraisal to determine whether the
appraisal:

e meetsapplicable Agency requirements; and
e isaccurateoutsidetherequirementsof Standard 3 of USPAP.

Agency
Agency isthe FSA.

Authorized Agency Official

The authorized agency official isthe FSA official that is authorized to perform specific tasks
related to loanmaking or loan servicing. The appropriate official is determined by inherent
authorities or delegations applicable to a particular task.

Complex Properties

Complex properties are properties exceeding 1 to 4 single family units that have
income-producing potential, which typically includes business and agricultural properties.

FSA

FSA Farm Service Agency, an Agency of the USDA, including its personnel and any
successor Agency.

Noncomplex Properties
Noncomplex properties are properties including 1 to 4 single family units and agricultural

properties, such as asmall parcel of bare land without improvements, minerals, water, timber, or
other income-producing attributes.

Program Loans
Program loans include FO, OL, and EM. In addition, for loan servicing purposestheterm

includes existing loans for the following programsno longer funded: SW, RL, EE, ST, and
RHF.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 1



Exhibit 2
Definitions of TermsUsed in ThisHandbook (7 CFR 761.2 (b)) (Continued)

Supervised Bank Account
Supervised bank account is an account with a financial institution established through a

deposit agreement entered into between the borrower, the Agency, and thefinancial
institution.

Technical Appraisal Review

Technical appraisal review isareview of an appraisal to determine if such appraisal meets
the requirements of USPAP pursuant to Standard 3 of USPAP.

Treasury Judgment Rate

The treasury judgment rate is the interest rate applicable to deficiency judgments for all loan
types (pursuant to 28 U.S.C. Section 1961).

Uniform Standards of Professional Appraisal Practice

Uniform standards of professional appraisal practice are standards governing the preparation,
reporting, and reviewing of appraisals established by the Appraisal Foundation pursuant
to the Financial Institutions Reform, Recover and Enforcement Act of 1989.

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 2



State Supplements

Note: SED’s shall:

3-23-09

Exhibit 4
(Par. 2)

Subparagraph State Supplement
| 3lc Guidance on notary acknowledgement.
3|D Guidance on signature requirements.
28/B Guidance on completing Credit Quality Reviews.
141 E Guidance on the process to request:
e chattel appraisal from a contract appraiser
o real estate appraisal.
163 B Guidance on PLCE funds allocated to State Offices.
[241]B e List of unit prices for all commodities produced in the State.

o*--3-year history of disaster declarations by:--*

e county
e type of disaster
e incident period.

e issue State supplements according to 1-AS, paragraph 216
e obtain approval of State supplements according to 1-AS, paragraph 220.

1-FLP (Rev. 1) Amend. 21 Page 1







Exhibit 5
(Par. 3)
Forms List

A General Information

*--This exhibit provides:

e information on forms that were renumbered or made obsolete as part of FLP Streamlining
e RD forms that are still used by FLP
e some forms, but is not all inclusive of forms used in FLP delivery.--*

See subparagraph:

B for FmMHA, FSA, and RD forms

C for FmHA, FSA, and RD form and guide letters
D for FmMHA and RD Instruction exhibits

E for items and publications

F for a numerical list of new FSA forms

G for a list of new handbook exhibits.

The following is applicable to this exhibit.

e The “Old Form Number” column provides the prefix and number used before
December 31, 2007.

e The “New Form Number” column provides the prefix and number to be used after
December 31, 2007.

Note: An asterisk (*) in the “New Number” column indicates the document will remain
under the current number.

e The “Title” column provides the title of the document.

Note: This column provides the form’s title that will be used after December 31, 2007.
B Forms

The following lists * * * FmHA, FSA, and RD forms used for FLP delivery.

Old Form New Form Date Made

Number Number Title Obsolete
FmHA 021-1 Request for Procedure 8-29-01
RD 021-1 Request for Procedure 12-31-07
FmHA 021-46 Procedure Notice 12-31-07
FmHA 070-1 A Program to Recognize the Farm Family of the 2-17-99

Year of the FHA, USDA

FmHA 102-1 Request for Check Delivery 12-31-07
FmHA 104-1 Public Information Transmittal and/or Receipt 4-16-99
RD 140-4 FSA-2071 | Transmittal of Documents
FmHA 160-3 Request for Travel Authorization or Amendment 12-31-07

1-24-08 1-FLP (Rev. 1) Amend. 3 Page 1



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made

Number Number Title Obsolete
FmHA 336 Continuation Sheet 12-31-07
FSA-386 FSA-2202 Certified Lender Sticker
FSA-386-1 FSA-2203 Preferred Lender Sticker
FmHA 400-1 Equal Opportunity Agreement 12-31-07
FmHA 400-3 Notice to Contractors and Applicants 7-26-04
FmHA 400-4 Assurance Agreement 7-26-04
FmHA 400-6 Compliance Statement 7-26-04
FmHA 400-7 Compliance Review for Recreational Loans to 12-31-07

Associations (FHA Borrowers)
FmHA 400-8 Compliance Review 7-26-04
RD 402-1 FSA-2140 Deposit Agreement
RD 402-2 FSA-2142 Statement of Deposits and Withdrawals
FmHA 402-6 Termination of Interest in Supervised Bank Account 12-31-07
FmHA 403-1 Debt Adjustment Agreement 7-8-98
FmHA 404-1 Case Reclassification 11-10-99
FmHA 405-Al Operating Type Loans Maturity Schedule 12-31-07
FmHA 410-07 Notification to Applicant on Use of Financial 2-17-99
Information from Financial Institution
FSA 410-1 FSA-2001 Request for Direct Loan Assistance
FmHA 410-8 Applicant Reference Letter 12-31-07
RD 410-9 FSA-2007 Statement Required by the Privacy Act
FmHA 410-10 Privacy Act Statement to References 12-31-07
FmHA 426-1 Valuation of Building 12-31-07
RD 426-2 FSA-2320 Property Insurance Mortgage Clause
FmHA 426-4 Notice of Expiration of Insurance 12-31-07
RD 426-6 Transmittal of Property Insurance Mortgage Clause 12-31-07
FmHA 431-1 Long-Time Farm and Home Plan 12-31-07
FmHA 431-2 Farm and Home Plan 12-31-07
FmHA 431-4 Business Analysis - Nonagricultural Enterprise 12-31-07
12-31-07 1-FLP (Rev. 1) Amend. 1 Page 2



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made

Number Number Title Obsolete
FmHA 432-1 FSA-2036 | Farm Family Record Book 7-14-08
FmHA 432-1-, FHP Supplement 1 - Money Received 8-22-07
Supp 1
FmHA 432-1, FHP Supplement 2 - Expenses Paid 8-22-07
Supp 2
FmHA 432-1, FHP Supplement 3 - Expense Distribution Codes 8-22-07
Supp 3
FmHA 432-2 Five-Year Inventory Record 12-31-07
FmHA 432-10 Business and Family Record Book 12-31-07
FmHA 440-2 County Committee Certification or Recommendation 7-24-02
FSA-440-2 Eligibility certification or recommendation 12-31-07
FmHA 440-4 Security Agreement (Chattels and Crops) 9-9-03
FSA-440-4A FSA-2028 Security Agreement
FmHA 440-8 Notice of Check Delivery 12-31-07
FSA 440-9 FSA-2027 Supplementary Payment Agreement
RD 440-11 Estimate of Funds Needed For 3- Day Period 12-31-07

Commencing
FmHA 440-12 Acknowledgement of Payment for Recording, Lien, 12-31-07
Search, and Releasing Fees
RD 440-13 FSA-2360 | Report of Lien Search
FmHA 440-15 Security Agreement (Insured Loans to Individuals) 12-31-07
FmHA 440-21 Appraisal of Chattel Property 12-31-07
FSA 440-21 FSA-2160 | Appraisal of Chattel Property
RD 440-22 Promissory Note (Association or Organization) 12-31-07
FSA-440-25 Financing Statement 12-31-07
FmHA 440-A25 Financing Statement (Carbon-Interleaved) 12-31-07
FSA 440-26 FSA-2317 Consent and Subordination Agreement
FmHA 440-29 Semiannual Labor Compliance Report 12-31-07
9-23-08 1-FLP (Rev. 1) Amend. 15 Page 3



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made

Number Number Title Obsolete
FmHA 440-32 Request for Statement of Debts and Collateral 2-17-99
FSA-440-32 FSA-2015 | Verification of Debts and Assets
FmHA 440-34 Option to Purchase Real Property 12-31-07
FmHA 440-35 Acceptance of Option 11-17-03
FmHA 440-45 Nondiscrimination Certificate (Individual Housing) 12-31-07
FmHA 440-47 Statement of Account 12-31-07
RD 440-57A Supplemental Installment Information 10-14-88
FmHA 440-58 Estimate of Settlement Costs 12-31-07
FSA 441-5 FSA-2361 | Lender Subordination Agreement
FSA 441-8 FSA-2041 | Assignment of Proceeds from the Sale of Products
FmHA 441-10 Nondisturbance Agreement 12-31-07
RD 441-12 FSA-2318 | Agreement for Disposition of Jointly Owned Property
FmHA 441-13 Division of Income and Nondisturbance Agreement 12-31-07
FmHA 441-17 Certification of Obligation to Landlord 12-31-07
FSA 441-18 FSA-2042 | Consent to Payment of Proceeds from Sale of

Products
FSA-441-25 FSA-2043 | Assignment of Proceeds from the Sale of Dairy
Products and Release of Security Interest
RD 442-2 Statement of Budget, Income and Equity 7-26-04
RD 442-3 Balance Sheet 7-26-04
RD 442-4 District Directors Report 7-26-04
RD 442-7 Operating Budget 7-26-04
RD 442-20 Right of way easement 12-31-07
RD 442-21 Right of way certificate 12-31-07
RD 442-22 Opinion of Counsel relative to rights of way 12-31-07
RD 443-16 FSA-2044 | Assignment of Income from Real Estate Security
FmHA 443-17 Agreement to sell nonessential real estate 12-31-07
12-31-07 1-FLP (Rev. 1) Amend. 1 Page 4



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete
FmHA 449-23 Guaranteed Loan Evaluation Farmer Programs 12-31-07
RD 449-30 FSA-2254 | Guaranteed Loan Report of Loss
FSA-449-34 *) Loan Note Guarantee
FmHA 449-36 Assignment Guarantee Agreement 7-26-04
RD 450-5 FSA-2495 | Application to Move Security Property and
Verification of Address
*--RD 450-6 Notice of Transmittal of Form RD-450-5 12-31-07--*
FmHA 450-7 Address Inquiry 4-16-99
FmHA 450-10 Advice of Borrower's Change of Address, Name, 12-31-07
Case Number, or Loan Number
RD 450-12 Bill of Sale (Transfer by Withdrawing Member) 7-8-98
FmHA 450-13 Request for Assignment of Income from Trust 12-31-07
Property
FmHA 451-1 Acknowledgement of Cash Payment 12-31-07
RD 451-1 Acknowledgement of Cash Payment 7-8-98
FmHA 451-2 Schedule of Remittances 12-31-07
FmHA 451-3 Reminder of Payment to be Made 12-31-07
FmHA 451-8 Journal voucher for loan account adjustments 12-31-07
FSA 451-10 FSA-2560 | Request for Statement of Account
FSA 451-11 FSA-2561 | Statement of Account
FSA 451-18 FSA-2434 | consent and Release of Interest of United States
(Farm Ownership Loans)
FmHA 451-26 Transaction Record 12-31-07
FmHA 451-27 Review of Collection --Only Accounts 12-31-07
3-23-09 1-FLP (Rev. 1) Amend. 21 Page 5



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete
RD 455-1 FSA-2550 | Report of Problem Case (Request for
RD 455-22 Foreclosure/Legal Action)
RD 1955-2
FSA 455-2 FSA-2551 | Evidence of Conversion, Fraud or Waste (Request for
Lack of Good Faith Determination/Legal Action)
FmHA 455-3 Agreement for Sale by Borrower (Chattels and/or 12-31-07
Real Estate)
FmHA 455-4 FSA-2571 | Agreement for Voluntary Liquidation of Chattel
Security (Generic Version)
FmHA 455-5 FSA-2572 | Agreement of Secured Parties of Sale of Security
Property
FSA 455-11 FSA-2070 | Bill of Sale “B” (Sale by Private Party)
FmHA 455-12 Bill of Sale “C” (Sale Through Government as 12-31-07
Liquidating Agent)
FSA 455-17 FSA-2490 | Report on Deceased Borrower
FmHA 455-21 Notice of Acceleration and Demand for Payment 7-8-98
RD 455-1 FSA-2550 | Report of Problem Case (Request for
RD 455-22 Foreclosure/Legal Action)
RD 1955-2
FmHA 460-1 Partial Release 2-13-02
RD 460-1 FSA-2470 | Partial Release
FSA 460-2 FSA-2455 | Subordination by the Government
RDA 460-4 FSA-2433 | Satisfaction of Lien
FmHA 460-5 Assumption Agreement 7-26-04
FSA 460-8 4-FLP, Notice of Termination of Security Interest in Farm
Exhibit 27 | Products
FmHA 460-9 Assumption Agreement 12-23-96
FmHA 460-10 New Promise to Pay 12-31-07
12-31-07 1-FLP (Rev. 1) Amend. 1 Page 6



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete

FSA 462-4 FSA-2465 | Assignment, Acceptance, and Release (Wool and

Mohair)
FmHA 462-7 Continuation Statement (Generic Version) 12-31-07
(State)
FSA 462-11 4-FLP, Request for Continuation Statement Filing Fee

Exhibit 28

FmHA 462-12 Statements of Continuation, Partial Release, 12-31-07

Assignment, Etc.
FmHA 462-12 Continuation of Termination Statement 12-31-07
(State)
FmHA 462-14 Change in List of Farmers Home Administration 5-18-04

Borrowers

Note: Reinstated as Exhibit 30 to 4-FLP.
RD 465-1 FSA-2060 | Application for Partial Release, Subordination, or

Consent
RD 465-5 FSA-2476 | Transfer of Real Estate Security
FmHA 465-12 Quitclaim Deed 12-31-07
(State)
FSA-580 FSA-2580 | Primary and preservation Loan Servicing Checklist
FSA-581 FSA-2581 | Review data for inequitable treatment
FmHA 838-B Invoice - Receipt Certification 12-31-07
FSA-838-C FSA-2171 | Substitute Invoice
FSA-839 FSA-2172 | Request for Emergency Payment
FSA-845 FSA-2173 | Foundation Financial information System (FFIS)

Vendor Code Request
FmHA 1007 Square Foot Appraisal Form 12-31-07
FmHA 1900-1 Request for Appeal of Adverse Action 7-8-98
FmHA 1902-7 Financial Institution Summary For CBS 7-8-98
FmHA 1905-1 Management System Card-Individual 12-31-07
FmHA 1905-4 Application and Processing Card--Individual 12-31-07
RD 1905-12 Monthly Expirations 12-31-07

12-31-07 1-FLP (Rev. 1) Amend. 1 Page 7



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete
RD 1910-5 FSA-2014 Verification of Income
FmHA 1910-11 Applicant Certificate Federal Collection Policies 9-9-03
For Consumer or Commercial Debts
FmHA 1922-1 Appraisal Report - Farm Tract 10-99
FSA-1922-1 & FSA-2161 Appraisal Report - Agricultural Tract
Addendum
FmHA 1922-2 (™) Supplemental Report-Irrigation Drainage,
Levee, and Mineral
FmHA 1922-3 Map of Property 4-12-00
& L3
FmHA 1922-4 Township Plate Map 4-12-00
FmHA 1922-5 Appraisal Review 1-9-04
Note: Reinstated as FSA-2166.
FmHA 1922-6 Multiple Township Plat Map 4-12-00
FmHA 1922-8 Uniform Residential Appraisal report 4-12-00
FSA 1922-9 FSA-2162 Real Estate Sales Data
FSA 1922-10 *--FSA-2163 Supplemental Forms-Agricultural Appraisal--*
FSA 1922-11 (@) Appraisal for Mineral Rights
RD 1922-12 Nonfarm Tract Comparable Sales Data 12-31-07
RD 1922-14 Residential appraisal review for SFH 1-9-04
RD 1922-15 (*) Administrative Appraisal Review For Single
Family Housing
FSA 1922-16 FSA-2165 Administrative Appraisal Review
FSA-1922-17 Appraisal certification program semiannual 6-17-08
report
RD 1924-1 FSA-2150 Development Plan
FmHA 1924-2 Description of Materials 12-31-07
FmHA 1924-3 Service Building Specifications 12-31-07
FmHA 1924-5 Invitation for Bid (Construction Contract) 12-31-07
FmHA 1924-6 Construction Contract 12-31-07
FmHA 1924-7 Contract Change Order 12-31-07
FmHA 1924-9 Release by Contractor 7-26-04
Note: Reinstated as FSA-2154.
RD 1924-10 FSA-2153 Release by Claimants
8-14-09 1-FLP (Rev. 1) Amend. 28 Page 8



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made

Number Number Title Obsolete
FmHA 1924-11 Statement of Labor Performed 12-31-07
FmHA 1924-12 Inspection Report 12-31-07
FmHA 1924-13 Estimate and Certificate of Actual Cost 12-31-07
FmHA 1924-16 Record of Pre-Construction Conference 12-31-07
FmHA 1924-18 Partial Payment Estimate 12-31-07
FmHA 1924-19 Builder’s Warranty 12-31-07
FmHA 1924-21 Notice of Expiration of First Year of Warranty 12-31-07
FSA 1924-22 FSA-2376 | Borrower Training Course Evaluation
FSA 1924-23 FSA-2371 | Agreement to Complete Training
FSA 1924-24 FSA-2375 | Agreement to Conduct Production and Financial

Management Training for FmHA Borrowers
FmHA 1924-25 Plan Certification 12-31-07
FmHA 1924-26 Cost Certification Worksheet 12-31-07
FSA 1924-27 FSA-2370 | Request for Waiver of Borrower Training
Requirements
FSA 1927-1D FSA-2029-D | Real Estate Mortgage or Deed of Trust
FSA 1927-1M FSA-2029-M
FmHA 1927-2 Transmittal of Form FmHA 1927-19/1927-20 12-11-96
RD 1927-4 FSA-2343 | Transmittal of Title Information
RD 1927-5 FSA-2351 | Certification of Improvement of Property
RD 1927-8 FSA-2319 | Agreement With Prior Lienholder
RD 1927-9 FSA-2344 | Preliminary Title Opinion
RD 1927-10 FSA-2352 Final Title Opinion
FmHA 1927-11 FSA-2569 | Warranty Deed (Generic Version)
(State)
FmHA 1927-12 Warranty Deed (Generic Version) 12-31-07
(State)
RD 1927-15 FSA-2350 | Loan Closing Instruction
FmHA 1927-16 Notification of Loan Closing 7-8-98
RD 1927-19 FSA-2341 Certification of Attorney
RD 1927-20 FSA-2342 | Certification of Title Insurance Company
12-31-07 1-FLP (Rev. 1) Amend. 1 Page 9



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete
FmHA 1940-1 Request for Obligation of Funds 6-21-05
FSA-1940-1 FSA-2313 | Notification of Loan Approval
FSA-2025 | Notification of * * * Approval, Terms and Conditions

and Borrower Responsibilities
FSA-1940-3 FSA-2231 | Request for Obligation of Funds Guaranteed Loans
RD 1940-10 FSA-2072 | Cancellation of U.S. Treasury Check and/or

Obligation
FSA 1940-17 FSA-2026 | Promissory Note
FmHA 1940-18 Promissory Note for Softwood Timber Loans 12-31-07
RD 1940-20 *) Request for Environmental Information
RD 1940-21 ™ Environmental assessment for Class | Action
RD 1940-22 ™ Environmental Checklist for Categorical Exclusions
FSA 1940-38 FSA-2310 | Request for Lender’s Verification of Loan

Application
FmHA 1940-39 Declaration of Registrant 7-31-96
FSA-1940-40 Quiarterly Declaration of Registrant 7-31-96
FmHA 1940-41 Truth in Lending Disclosure Statement 12-31-07
FmHA 1940-51 Crop-Share-Cash Farm Lease 12-31-07
FmHA 1940-53 Cash Farm Lease 12-31-07
FmHA 1940-55 Livestock-Share-Farm Lease 12-31-07
FmHA 1940-56 Annual Supplement to Farm Lease 12-31-07
RD 1940-59 Settlement Statement 12-31-07
FmHA 1941-1 Criteria for Continuing Assistance to Delinquent 12-31-07

Borrowers
FmHA 1942-9 Loan Resolution Security Agreement 7-26-04
RD 1942-14 Association Project Fund Analysis 3-19-03
RD 1942-46 Letter of Intent to Meet Conditions 7-26-04
FmHA 1943-2 Small Farmer Outreach Training and Technical 7-26-04

Assistance Program (Evaluation)
RD 1944-3 Budget And/Or Financial Statement 12-31-07

1-9-08 1-FLP (Rev. 1) Amend. 2 Page 10



Exhibit 5

(Par. 3)
FormsList (Continued)
B Forms(Continued)
Old Form New Form Date Made
Number Number Title Obsolete
FmHA 1945-15 Value Determination Worksheet (EM Loans Only) 9-25-02
FSA 1945-22 FSA-2309 | Certification of Disaster Losses
FSA 1945-26 FSA-2311 | Calculation of Actual Losses
FmHA 1945-27 Report of Natural Disaster 12-31-07
FmHA 1945-29 ASCS Verification of Farm Acreage's, Production 2-14-02
and Benefits
FmHA 1950-8 Double Post Card 7-8-98
RD 1951-6 FSA-2562 | Borrower Account Description Flag
FmHA 1951-7 FSA-2429 | Request For Change In Application
RD 1951-9 FSA-2065 | Annual Statement of Loan Account
FmHA 1951-12 Correction of Loan Account 12-31-07
FmHA 1951-13 Change in Interest Rate 12-31-07
FmHA 1951-14 Debt Set-Aside 7-8-98
FmHA 1951-14A Full Debt Set-Aside Installment Information 7-8-98
RD 1951-15 Community Programs Assumption Agreement 7-26-04
FmHA 1951-16 Detail Report of Administrative Offsets 5-04
RD 1951-17 Consolidated Report of Administrative Offset 7-26-04
FmHA 1951-24 Result of Borrower Graduation Review 7-26-04
FmHA 1951-33 Reamortization Request 7-26-04
FmHA 1951-34 Direct Payment Plan Change 7-8-98
FSA 1951-39 FSA-2535 | Conservation Contract
FmHA 1951-39A Grant of Easement 3-14-97
FmHA 1951-43 Adjustment of Accounts Referred for IRS Offset 9-14-01
FmHA 1951-44 Annual Review of District/County Collection 10-28-03
/activities Concentration Banking System
FmHA 1951-46 Concentration Banking Uncollectible Item 10-28-03
FmHA 1951-47 FSA-2597 | Farmer Programs-Noncash Credit for Purchase of
Easement Rights
FmHA 1951-48 Concentration Banking Daily Activity Report 10-28-03
FmHA 1951-49 Register Of Collections 12-31-07

12-31-07

1-FLP (Rev. 1) Amend. 1
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Exhibit 5

(Par. 3)
FormsList (Continued)
B Forms(Continued)
Old Form New Form Date Made
Number Number Title Obsolete
FmHA 1951-54 Multiple Family Housing Annual Statement of Loan 12-31-07
Account
FmHA 1951-57 Request for loan summary statement 12-31-07
FmHA 1951-58 Basis for Loan Account Payment Application for 12-31-07
Farmer Programs Loans
FmHA 1951-60 Field Office Remittance Reconciliation Report 12-31-07
RD 1951-61 FSA-2445 | Control of Problem Case Correspondence
RD 1951-62 FSA-2446 | Explanation of Problem Case
FmHA 1951-63 Delinquency Audit Worksheet 12-31-07
RD 1955-1 FSA-2570 | Offer to Convey Security
RD 1955-2, FSA-2550 | Report of Problem Case (Request for
FmHA 455-1, Foreclosure/Legal Action)
FmHA 455-22
FmHA 1955-3 FSA-2587 | Advice of Property Acquired
FmHA 1955-3A | FSA-2588 | Acquired Property-Maintenance
FmHA 1955-20 | FSA-2591 | Lease of Real Property
FmHA 1955-40 Notice of Real Property For Sale 12-31-07
RD 1955-41 5-FLP, Notice of Sale
Exhibit 70
FmHA 1955-42 Open Real Property Master Listing Agreement 12-31-07
FmHA 1955-45 | FSA-2593 | Standard Sales Contract - Sale of Real Property By
The US
RD 1955-46 FSA-2592 | Invitation Bid and Acceptance-Sale of Real Property
by the US
12-31-07 1-FLP (Rev. 1) Amend. 1 Page 12



Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete
RD 1955-47 FSA-2596 | Bill of Sale “A” (Sale of Government Property)
RD 1955-49 FSA-2595 | Quitclaim Deed
FmHA 1955-50 | FSA-2594 | Advice of Inventory Property Sold
FmHA 1955-62 Request for Contract Services for Custodial/Inventory | 12-31-07
Property or Program Services
RD 1956-1 (*) Application For Settlement of Indebtedness
FSA-1956-10 *) Debt Settlement and Release of Liability Checklist
FSA-1956-20 (*) *--Checklist for “Currently Not Collectible” Debt
FSA-1956-21 *) List of Currently Not Collectible (CNC) Debts
Eligible to Be Referred to Treasury for
Cross-Servicing
FSA-1956-22 (*) Update to TOP and Cross-Servicing Information--*
FmHA 1960-12 Financial and Production Farm Analysis Summary 12-31-07
FSA 1962-1 FSA-2040 | Agreement For the Use of Proceeds/Release of
Chattel Security
FSA 1962-3 4-FLP, List of FmHA Borrowers
Exhibit 29
FSA 1962-9 FSA-2450 | Temporary Amendment of Consent to Payment of
Proceeds From Sale of Farm Products
RD 1962-20 FSA-2576 | Notice of Judgment
FSA-1962-21 FSA-2574 | Confirmed reorganization plan worksheet and
and 1962-21A cancellation of unsecured debt
RD 1965-8 FSA-2080 | Release From Personal Liability
FmHA 1965-11 Accelerated Repayment Agreement 12-31-07
FSA-1965-13 FSA-2489 | Assumption Agreement (Farm Loan Programs)
RD 1965-14 Proof of Claim of the United States of America 12-31-07
(Individual)
FmHA 1965-15 Assumption Agreement 12-23-96

1-24-08

1-FLP (Rev. 1) Amend. 3
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Exhibit 5

(Par. 3)
Forms List (Continued)
B Forms (Continued)
Old Form New Form Date Made
Number Number Title Obsolete
FSA-1980-01 FSA-2291 Lenders Processing Checklist
FSA-1980-02 FSA-2292 Guaranteed Loan Processing Checklist
FSA-1980-03 FSA-2293 Annual File Review Checklist for SEL and CLP
Lenders
FSA-1980-04 Annual File Review Checklist for PLP Lenders 12-31-07
FSA-1980-05 *--FSA-2294--* | Debt Writedown Review Checklist
FSA-1980-06 FSA-2295 Guaranteed Estimated Loss Review Checklist for
SEL and CLP Lenders
FmHA 1980-07 Notification of Transfer and Assumption of a 7-26-04
Guaranteed Loan
FSA-1980-07 FSA-2296 Guaranteed Loan Final Loss Review Checklist
FSA 1980-15 FSA-2232 Conditional Commitment 6-8-07
RD 1980-19 FSA-2236 Guaranteed Loan Closing Report
FSA-1980-22 FSA-2233 Lender Certification
FSA-1980-24 FSA-2222 Request for Interest Assistance Payment 6-8-07
FSA-1980-25 FSA-2211 Application for Guarantee
FSA-1980-26 FSA-2261 Report On Collection Activities On Liquidation
Accounts
FSA-1980-27 FSA-2235 Loan Guarantee
FSA-1980-28 FSA-2212 Preferred Lender Application for Guarantee
1-24-08 1-FLP (Rev. 1) Amend. 3 Page 14



Exhibit 5

(Par. 3)
FormsList (Continued)
B Forms(Continued)
Old Form New Form Date Made
Number Number Title Obsolete

FSA-1980-36 FSA-2242 | Assignment of Guarantee

FSA-1980-37 FSA-2250 | FSA Purchase of a Guaranteed Loan Portion

FSA-1980-38 FSA-2201 | Lenders Agreement

FmHA 1980-40 Reverse A Report of Liquidation Expense 3-19-99

FSA-1980-41 FSA-2241 | Guaranteed Farm Loan Status Report

FSA-1980-42 FSA-2243 | Notice of Substitution of Lender

RD 1980-43 FSA-2251 | Lender's Guaranteed Loan Payment To USDA

FSA 1980-44 FSA-2248 | Guaranteed Loan Borrower Default Status

RD 1980-45 FSA-2262 | Notice of Liquidation Responsibility

FmHA 1980-46 Report of Liquidation Expense 7-26-04

RD 1980-47 FSA-2247 | Guaranteed Loan Borrower Adjustments

FSA-1980-48 FSA-2249 | Request for Restructuring Guaranteed Loans

FSA-1980-49 FSA-2244 | Guaranteed Loan Status Adjustment

FmHA 1980-50 Add, Delete, or Change Guaranteed Loan Borrower 4-16-99
Information

FmHA 1980-51 Add, Change or Delete Guaranteed L oan Record 7-26-04

FmHA 1980-52 Report Request 7-26-04

FmHA 1980-56 Guaranteed Loan Borrower Deferment 7-26-04

FmHA 1980-57 Reverse Guaranteed Loan Borrower Deferment 7-26-04

FmHA 1980-58 Interest Rate Buydown Agreement 7-26-04

FmHA 1980-59 Quarterly Delinquent/Problem Loan Report 10-29-97

FSA 1980-64 FSA-2221 | Interest Assistance Agreement (Farmer Programs) 6-8-07

FmHA 1980-74 Application for Loan and Guarantee-Agricultur