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Amendment Transmittal 
 

A Reason for Amendment 
 
Subparagraph 46 C has amended to update acceptable agency web sites.  
 
Subparagraph 110 A has been amended to clarify the owner and operator requirement.  
 
Subparagraph 181 B has been amended to refer lenders to Exhibit 14 for guidance on ordering 
appraisals. 
 
Subparagraph 196 A has been amended to clarify paragraph language. 
 
Subparagraph 363 

 
 D has been amended to: 

 
 replace reference to RD Instruction 1951-C, section 1951.106, with 7-FLP,  

   subparagraph 62 B 
 

 replace reference to RD Instruction 1951-C, section 1951.103 with 7-FLP,  
subparagraph 63 B 

 
 E has been amended to replace reference to RD Instruction 1951-C, section 1951.111 with 

7-FLP, subparagraph 131 A. 
 

Exhibit 14 has been added to provide guidelines for lenders when ordering appraisals for 
Guaranteed loans. 

 
Exhibits 17 and 18 have been amended to include guidance on “Opportunity for an 
Administrative Review”. 
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Amendment Transmittal 
 

Page Control Chart 
TC Text Exhibit 

7, 8 4-1, 4-2 
8-11 through 8-14 
8-141, 8-142 
8-167 through 8-188 
14-29 through 14-34 (add) 

14, pages 1-10 
      page 11 
17, pages 3, 4 
      page 5 (add) 
18, pages 3, 4 
      page 5 
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Par. 46 
Part 4    Lender Eligibility 

 
46  Eligibility Requirements for SEL (7 CFR 762.105(b)) 
 

A Overview 
 
The basic level of participation in the FSA Guaranteed Farm Loan Program is SEL.  SEL 
must meet the eligibility criteria in this section to submit an application for a guarantee.  If 
the lender does not meet the eligibility criteria to the satisfaction of FSA, the application will 
be denied. 
 

B Capacity 
 
A lender must have experience in making and servicing agricultural loans and have the 
capability to make and service the loan for which a guarantee is requested. 
 
In reviewing the SEL request, the authorized agency official shall consider FSA’s prior 
experience with the lender in assessing whether or not they have the capability to make and 
service the loan.  An important factor in reviewing the lender’s capacity is their experience in 
agricultural lending.  Experience in agricultural lending must be demonstrated for either the 
lender or the lender’s personnel. 
 
The lenders must not have losses or deficiencies in processing and servicing guaranteed 
loans above a level which would indicate an inability to properly process and service a 
guaranteed agricultural loan. 
 
Previous problems with a lender, as evidenced in monitoring reports, excessive loss claims, 
or denial of loss claims, should be considered in this determination. 
 

C Examination and Supervision 
 
A lender must be subject to credit examination and supervision by an acceptable State 
or Federal regulatory agency. 
 
Only lenders that are subject to both examination and supervision by an acceptable State or 
Federal regulatory agency may participate in the FSA Guaranteed Program.  Examination 
will normally include a review of the lender’s asset quality, management practices, financial 
condition, and compliance with applicable laws and regulations.  Supervision gives the 
regulator the authority to require that the lender make changes to ensure safety and 
soundness. 
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Par. 46 
46  Eligibility Requirements for SEL (7 CFR 762.105(b)) (Continued) 
 

C Examination and Supervision (Continued) 
 
Traditional and nontraditional lenders, that are audited and subject to oversight by a State 
agency, may or may not be examined and subject to supervision.  Any questions about 
whether a lender meets this requirement should be addressed to DAFLP, Guaranteed Loan 
Making Branch. 
 
Acceptable agencies and their web sites that in some cases identify enforcement actions as 
well as other activities associated with a lender, include, but are not limited to, the following: 
 
• FDIC at http://www.fdic.gov/bank/individual/enforcement/index.html 

 
•*--Office of the Comptroller of the Currency at http://apps.occ.gov/EASearch/--* 

 
* * * 
 
• Federal Reserve Board at http://www.federalreserve.gov/boarddocs/enforcement/ 

 
•*--FCA at http://apps.fca.gov/FCSPublicDirectory/PubSearchInstitution.aspx--* 
 
● National Credit Union Administration at 

http://www.ncua.gov/Legal/Regs/Pages/AdminOrders.aspx 
 

•*--U.S. Department of the Treasury’s Community Development Financial Institutions Fund 
at https://www.cdfifund.gov/programs-training/certification/cdfi/pages/default.aspx--* 
for nontraditional lenders 
 

• State banking commissions. 
 
For traditional lenders, SED’s shall check the appropriate regulatory agency web sites to 
determine whether the lender is subject to any enforcement action before engaging in a new 
lending relationship. 
 
For nontraditional lenders, DAFLP shall check the appropriate regulatory agency to 
determine whether the lender is subject to any enforcement action before engaging in a new 
lending relationship.  In addition, DAFLP may periodically complete a review of the 
financial capacity for nontraditional lenders whose financial statements are not readily 
available.  SED’s will be informed of any deficiencies noted. 
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Par. 109 
109 Specific Requirements for OL’s (7 CFR 762.120(i)) (Continued) 
 

A Operator Requirement (Continued) 
 

Item Factor Consideration 
4 Credit 

Needs 
Congress established FSA’s loan limits to assist family sized 
operations.  The loan limits generally ensure that loans are made to 
family farm operations.  It is also important that every effort be made 
to ensure that loans are made only when it is certain that other credit is 
not available.  Loan participation arrangements are acceptable when 
FSA farm loans cannot meet the total needs; but, if maximum FSA 
farm loans are a small portion of the total credit requirements, this may 
be another indicator of a larger than family-size farm when considered 
with other factors, or that credit is available from another source. 

 
B Entity Borrower Requirements 

 
In the case of an entity borrower: 
 
 the entity must be authorized to operate, and own if the entity is also an owner, a 

farm in the state or states in which the farm is located 
 
 either of the following: 

 
 if the entity members holding a majority interest are related by marriage or 

blood, at least one member of the entity also must operate the family farm 
 
 if the entity members holding a majority interest are not related by marriage or 

blood, the entity members holding a majority interest must also operate the 
family farm. 

 
Note: The entity can be the operator for organizational or tax purposes in either case. 
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Par. 110 
110 Specific Requirements for FO’s (7 CFR 762.120(j)) 
 

A Owner and Operator Requirement 
 

  [7 CFR 762.120(j)(1)]  The individual must be the operator of not larger than a family 
farm and the owner of a farm after the loan is closed.  Ownership of the family farm 
operation or the farm real estate may be held either directly in the individual’s name or 
indirectly through interest in a legal entity.  
 
The applicant must own the farm to obtain FO.  The factors in subparagraph 109 A will be 
considered when determining whether or not the farm meets the family farm definition.  
Farmers also may lease farm land in addition to the land they own. 
 

*-- In the case of an FO loan for construction, a tenant with a long term lease who meets the 
requirements of 7 CFR 762.122 and subparagraph 123 B will be considered to meet the 
owner and operator requirements.--* 
 

B Entity Requirements 
 
[7 CFR 762.120(j)(2)] In the case of an entity borrower: 
 
An ownership entity must be authorized to own a farm in the state or states in which 
the farm is located.  An operating entity must be authorized to operate a farm in the 
state or states in which the farm is located; and 
 
 either of the following: 

 
 if the entity members holding a majority interest are related by marriage or 

blood, at least one member of the entity must operate the family farm and at 
least one member of the entity or the entity must own the farm 

 
 if the entity members holding a majority interest are not related by marriage or 

blood, the entity members holding a majority interest must operate the family 
farm and the entity members holding a majority interest or the entity must own 
the farm. 

 
[7 CFR 762.120(j)(3)]  If the entity is an operator-only entity, the individuals that own 
the farm (real estate) must own at least 50 percent of the family farm (operating entity).   
 
[7 CFR 762.120(j)(4)]  All ownership may be held either directly in the individual’s 
name or indirectly through interest in a legal entity. 
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Par. 110 
110 Specific Requirements for FO’s (7 CFR 762.120(j)) (Continued) 
 

B Entity Requirements (Continued) 
 
To determine if an operator-only entity meets the 50 percent rule, the following steps can be 
used. 
 

Step Action 
1 Identify all individuals with an ownership interest in any farm real estate operated by the 

family farm. 
2 Identify the individuals with an ownership interest in the family farm operating entity 

and their percent interest. 
3 Select the individual family farm owners who are also owners of the real estate. 
4 The total interests from step 3 must be at least 50 percent. 

 
  Example: Jones Farm Inc. applied for FO.  The corporation is owned by Bob and Jeff Jones.  

Jones Farm Inc. operation includes a farm that is owned by Jones Farms, LLC, 
with Bob and Betty Jones, each having a 50 percent ownership interest in LLC. 
 
Individuals owning farmland                     Jones Farm Inc. 
Bob Jones                                                   Bob Jones (50 percent) 
Betty Jones                                                 Jeff Jones (50 percent). 
 
Jones Farm Inc. would meet the ownership rule because farmland owner 
(Bob Jones) owns 50 percent of the family farm (Jones Farm Inc.). 
 

C Life Estates 
 
FO’s may be guaranteed under some circumstances when life estates are involved. 
 

A guaranteed FO can be made to: 
 

 both the life estate holder and the remainderman, if: 
 

 both have a legal right to occupy and operate the farm 
 both are eligible for the loan independently 
 both parties sign the note and lien instrument 
 

 just the remainderman, if: 
 

 the remainderman has a legal right to occupy and operate the farm 
 

 the lien instrument is signed by the remainderman, life estate holder, and any other 
party having any interest in the security 

 

 just the life estate holder, if: 
 

 there is no restriction placed on a life estate holder who occupies and operates a farm 
 

 the lien instrument is signed by the life estate holder, remainderman, and any other 
party having any interest in the security. 
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Par. 111 
111 Eligibility Requirements for OL and FO Entity Applicants (7 CFR 762.120(k)) 
 

A Individual Ownership Interest Requirement 
 
Each entity member’s ownership interest may not exceed the family farm definition 
limits. 
 

B Entity Ownership of Large Farms 
 
The collective ownership interest of all entity members may exceed the family farm 
definition limits only if the following conditions are met: 
 
 all of the entity members are related by blood or marriage 
 
 all of the members are or will be operators of the entity 
 
 the majority interest holders of the entity must meet the requirements of 

paragraphs 108 F, H, I, and 109 and 110 of this section. 
 
The majority interest holders of the entity must meet the following requirements: 
 
 the entity member is a citizen of the United States, United States non-citizen national, or 

qualified alien 
 
 the entity member, in past dealings with FSA, must not have provided FSA with false or 

misleading documents or statements 
 
 the entity member has an acceptable credit history 
 
 the entity members meet the requirements of paragraph 109 or 110. 
 

C Domestic Farmer 
 
The entity must be controlled by farmers engaged primarily and directly in farming in 
the United States after the loan is made. 
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Par. 181 
Subsection 3    Appraisals 

 
181 General Requirements (7 CFR 762.127(a)) 
 

A Purpose 
 
[7 CFR 762.127(a)(1)]  The lender is responsible for ensuring that the value of chattel 
and real estate pledged as collateral is sufficient to fully secure the guaranteed loan. 
 

Collateral valuation is an integral part of the loan evaluation process.  This paragraph will 
discuss general collateral valuation requirements and when appraisals or evaluations are and 
are not required.  See subparagraph 267 I for SED responsibilities about appraisals. 
 

B General Requirements 
 
The requirements in this paragraph apply to all 3 types of lenders. 
 

Appraisals or evaluations of collateral are not part of a complete application and guarantees 
may be approved by FSA, subject to the lender obtaining an acceptable appraisal or 
evaluation.  The lender is responsible for properly documenting the market value of collateral 
before loan closing and FSA issuing the loan guarantee.  SEL’s must provide FSA with a 
copy of the appraisal or evaluation. 
 
Each lender is responsible for ensuring that the person completing the appraisal or evaluation 
has the necessary qualifications.  Real estate appraisals must be completed according to 
USPAP. 
 
Notes: FSA may conduct administrative and technical appraisal reviews according to 1-FLP, 

subparagraphs 143 C and E. 
 

A current copy of USPAP may be obtained from 
http://www.appraisalfoundation.org. 
 

*--See: 
 

 Exhibit 14 for guidance to lenders when ordering appraisals--* 
 

 Exhibit 15 for additional guidance about appraisals for the liquidation or penalty 
and other CAFO’s. 

 

C Loan Servicing 
 

  Appraisals or evaluations are required under the following loan servicing actions: 
 

 transfer of security and assumption of debt 
 debt writedown 
 servicing FSA-2253’s 
 liquidation 
 partial releases of security if determined necessary by FSA 
 subordinations 
 restructures. 

 
5-18-16     2-FLP (Rev. 1) Amend. 36 Page 8-141 



Par. 181 
*--181 General Requirements (7 CFR 762.127(a)) (Continued) 
 

D Situations Where Appraisals or Evaluations Are Not Required 
 
[7 CFR 762.127(a)(2)]  The lender is not required to complete an appraisal or 
evaluation of collateral that will serve as additional security, but the lender must 
provide an estimated value. 
 
Appraisals or evaluations are not required on property to be taken as additional security that 
is clearly in excess of what is needed to fully secure the loan.  The lender shall provide an 
estimate of value on the Application for Guarantee or Preferred Lender Application, as 
applicable. 
 

E Appraisal Costs 
 
[7 CFR 762.127(a)(3)]  Except for authorized liquidation expenses, the lender is 
responsible for all appraisal costs, which may be passed on to the borrower or 
transferee in the case of a transfer and assumption. 
 
Appraisal costs may be deducted from security proceeds when part of authorized liquidation 
expenses. 
 

182 Chattel Appraisals (7 CFR 762.127(b)) 
 

A When Are Chattel Appraisals Required 
 
[7 CFR 762.127(b)(1)]  A current appraisal (not more than 12 months old) of primary 
chattel security is required on all loans except loans or lines of credit for annual 
production purposes secured by crops, which require an appraisal only when the 
guarantee is requested late in the current production year and actual yields can be 
reasonably estimated.  An appraisal is not required for loans of $50,000 or less if a 
strong equity position exists. 
 

B Techniques 
 
[7 CFR 762.127(b)(2)]  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 such public 
sales, reputable publications reflecting market values may be used. 
 
Appraisals on machinery, farm equipment, and livestock will be based on recent auction 
sales in the local area, where possible.  However, if the number and frequency of sales is 
limited, it may be necessary to consult published prices.--* 
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Par. 195 
196 Exception to Standard Guarantee Limits (7 CFR 762.129) 
 

 *--A Exceptions for FO and OL 
 
[7 CFR 762.129(b)(1)]  For OL’s and FO’s, the guarantee will be issued at 95 if: 
 
 the sole purpose of a guaranteed FO or OL loan is to refinance an Agency direct 

farm loan; or--* 
 
Notes: When only a portion of the loan is used to refinance a direct Agency loan, a 

weighted percentage of a guarantee will be provided. 
 
The guarantee will be issued at 95 percent, regardless of lender type.  When only 
a portion of a guaranteed OL or FO will be used to refinance an FSA direct farm 
loan, the guarantee percent will be calculated based upon a weighted percentage 
of the refinanced loan to total loan, rounded up to the next whole percent.  The 
following example demonstrates how the weighted percentage is calculated. 
 
 A farmer has a direct loan with an outstanding balance of $90,000. 
 
 The lender is applying for a $300,000 FO. 
 
 The percent of guarantee on the new guaranteed loan without the refinancing 

is 90 percent. 
 
The weighted average guarantee is calculated as follows. 
 

Outstanding 
             direct loan          _  95% + 

Portion of guaranteed loan 
not refinancing direct loan  Percent of guarantee. = 

Guaranteed loan amount. Guaranteed loan amount. 
    

  90,000  
 95% +

300,000 - 90,000  90% = 91.5 percent 
300,000 300,000 

 
The weighted average guarantee must be rounded up to the next whole percent, so 
the guarantee in this example would be 92 percent. 
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Par. 196 
196 Exception to Standard Guarantee Limits (7 CFR 762.129) (Continued) 
 
  A Exceptions for FO and OL (Continued) 

 
 when the purpose of an FO loan guarantee is to participate in the down payment 

loan program; or 
 
Note: The down payment loan program is a loan made under 3-FLP, Part 7, Section 2 

provisions. 
 

 when a guaranteed OL is made to a farmer who is participating in the Agency’s 
down payment loan program; or 
 
Notes: The guaranteed OL must be made during the period that a borrower has the 

down payment loan outstanding. 
 
Applicants are not required to be a beginning or socially disadvantaged farmer to 

 *--qualify for a 95 percent guarantee. There only must be an outstanding balance--* 
on a down payment loan at the time the guaranteed OL is closed, or there is a 
direct down payment loan approved but funding is not available at the time the 
guaranteed OL is closed. 
 

 loans made under a State beginning farmer program where a memorandum of 
  understanding between the State and USDA has been approved by DAFLP; or 
 
 when a guaranteed OL is made to a farmer who farms land subject to the 

jurisdiction of an Indian tribe and whose loan is secured by 1 or more security 
instruments that are subject to the jurisdiction on an Indian tribe. 
 

B Exceptions for CL 
 

[7 CFR 762.129(b)(2)]  For CL’s, the guarantee will be issued at 90 percent if: 
 
 the applicant is a qualified SDA farmer; or 
 the applicant is a qualified beginning farmer. 

 
197-207 (Reserved) 
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Par. 363 
363 Collecting Final Loss Claim Payments From Guaranteed Loan Debtors 

(7 CFR 762.149(m)) (Continued) 
 
B Guaranteed Final Loss Claim Payments Not Subject to Offset 

 
Final loss claim payments for borrowers who executed FSA-1980-25 with a revision date of 
July 27, 1999, or earlier, or FSA-1980-28 with a revision date of April 7, 1999, or earlier, 
shall not be offset. 
 
Loans approved using FSA-1980-25 or FSA-1980-28 with the July 20, 2001, or later revision 
date and Application for Guarantee or Preferred Lender Application that are discharged in 
bankruptcy, will establish a Federal debt, but generally are not subject to offset.  Any case 
where a final loss claim was paid after a Chapter 7 discharge should be processed as follows: 
 
 all pertinent information, such as loss claim and documentation on the bankruptcy 

including the discharge order, is to be provided to the Regional OGC, requesting their 
opinion as to whether or not offset can be pursued 

 
 document the case file with OGC’s recommendation: 

 
 if Regional OGC’s opinion is that the loan is not subject to offset, the debtor shall be 

removed from referral to IAO and TOP through the GLS maintenance screens and 
debts discharged in bankruptcy will be written off upon receipt of the discharge order; 
SED shall FAX or mail a copy of the discharge order along with a memorandum  

 *--requesting that the debt be written off to NFAOC, Farm and Community Services 
Branch--* 

 
 if Regional OGC’s opinion is that the loan is subject to offset, then immediately 

follow the requirements of subparagraphs 363 D through G. 
 

Notes: Any debt reaffirmed under Chapter 7 bankruptcy on which a final loss claim is later 
paid, is considered a Federal debt and shall be subject to offset. 

 
In a reorganization bankruptcy, if the confirmed plan is not successfully completed and the 
bankruptcy is dismissed, the payment of a final loss claim will be considered a Federal debt 
and shall be subject to offset. 
 

C Payments Not Subject to Offset 
 
The following payments are not subject to offset: 
 
 Federal crop insurance indemnity payments 
 the initial payment for planting expenses under certain conservation programs 
 program payments ineligible for offset. 
 
Payments will not be offset when the authorized agency official determines that it is not in 
the best interest of the Government. 
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Par. 363 
363 Collecting Final Loss Claim Payments From Guaranteed Loan Debtors 

(7 CFR 762.149(m)) (Continued) 
 

D Debtor Notification of FSA’s Intent to Offset 
 
Immediately upon confirmation of a final loss claim payment, the authorized agency official 
shall provide the debtor and any co-debtors notification of intent to offset using Exhibit 17, 
according to this subparagraph and 7 CFR Part 3. 
 
Exhibit 17 must be sent to debtors by certified mail.  If Exhibit 17 is returned, the authorized 
agency official shall use first class mail or personal delivery. 
 
The date Exhibit 17 was received by the debtor and/or co-debtor will be entered in the 
“Notified Date” field using the GLS Debt Offset Maintenance Screen for: 
 
 tracking 
 referral of debt for offset. 
 
Note: GLS will be updated for the debtor and/or co-debtor with the date of the electronic 

verification or return receipt of the debtor notification of FSA’s intent to offset that is 
sent by certified mail to a debtor’s last known address.  This date shall be entered in 
the “Demand Letter” field using the GLS Debt Offset Maintenance Screen.  A copy 
of the electronic verification will be placed in the case file. 

 
The authorized agency official shall provide written notification to debtors a minimum of: 
 
 30 calendar days before affecting non-centralized administrative offset and IAO 
 60 calendar days before affecting TOP. 
 
If a USDA payment will be made to a debtor within 30 calendar days of the payment of a 
final loss claim and FSA finds that failure to take the offset would substantially prejudice the 
Government’s ability to collect the debt, FSA shall notify the debtor that FSA will/has offset 
the payment due using Exhibit 18. 
 
Exhibit 18 shall: 
 
 contain the reasons FSA had to affect IAO and non-centralized administrative offset 
 be sent to the debtor as soon as possible. 
 
The debtor’s pro rata share of entity payments will be offset according to 7 CFR Part 3 and 

 *--7-FLP, paragraph 62 B, after the non-debtor entity members have been notified using--* 
Exhibit 19 or 20, as appropriate. 
 
Note: The authorized agency official shall request written concurrence from SED before 

sending Exhibit 18 or 20. 
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Par. 363 
363 Collecting Final Loss Claim Payments From Guaranteed Loan Debtors 

(7 CFR 762.149(m)) (Continued) 
 

D Debtor Notification of FSA’s Intent to Offset (Continued) 
 

 *--Authorized agency officials shall follow 7-FLP, paragraph 63 B, to handle debtor requests 
received as a result of the receipt of Exhibits 17 through 20. 
 
Debtors proposing an agreement to repay the debt as an alternative to offset must include the 
full amount of the Federal debt.  The Federal debt must be paid within a short period of time. 
 

E Salary Offset 
 
The authorized agency official shall determine whether collection by salary offset is feasible 
according to 7 CFR Part 3 and 7-FLP, paragraph 131 A.--* 
 

F Referral of Debt for IAO Offset 
 
The authorized agency official shall refer debtors: 
 
 immediately for IAO and non-centralized administrative offset if Exhibit 18 or 20 was 

sent 
 
 for IAO and non-centralized administrative offset 30 calendar days after sending 

Exhibit 17 or 19, and/or after the conclusion of a review or appeal. 
 
The authorized agency official must complete the debtor’s and/or co-debtor’s IAO referral 
information, in GLS on the Debt Offset Maintenance Screen, for the debt to be referred for 
offset. 
 
Note: Debtors who are ineligible for IAO or who later become ineligible for IAO shall be 

removed from referral in GLS on the Debt Offset Maintenance Screen. 
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Par. 363 
363 Collecting Final Loss Claim Payments From Guaranteed Loan Debtors 

(7 CFR 762.149(m)) (Continued) 
 

G Referral of Debt to TOP 
 
The authorized agency official shall refer debtors to TOP 60 calendar days after: 
 
 Exhibit 17 or 18 was sent 
 the conclusion of a review or appeal. 
 
The authorized agency official must complete the debtor’s TOP referral information, in GLS 
on the Debt Offset Maintenance Screen, for the debt to be referred for offset.  After the 
information is entered, debtors will be programmatically referred according to the established 
Treasury quarterly referral schedule. 
 

 *--After the debt is referred for TOP, NFAOC will send Exhibit 21.  The date of Exhibit 21--* 
will be shown on the debtor’s GLS maintenance screen. 
 
Note: Debtors who are ineligible for TOP or who later become ineligible for TOP shall be 

removed from referral in GLS on the Debt Offset Maintenance Screen. 
 

H State Office Responsibility 
 
SED shall ensure that FSA employees responsible for servicing FLP guaranteed loans notify 
all County Offices where the debtor receives Federal payments that these payments are to be 
offset. 
 
DD shall ensure that all County Offices are updated monthly on debtors whose payments are 
eligible to be offset. 
 
Note: Management reports for debts currently referred for IAO and TOP are available in 

GLS. 
 
IAO and TOP collections taken by FSA will be discontinued when a guaranteed borrower 
and/or co-borrower are called to report for induction or military service.  Co-borrowers 
associated with the debt must also be suspended from offset collections in GLS in an effort to 
reduce hardship on the family.  Offsets should not be taken during the period of active duty 
and 3 months thereafter.  Any collections received as a result of offset, after the date the 
borrower and/or co-borrower were called to active duty, will be refunded.  State Offices shall  

 *--make refund request to NFAOC, Farm and Community Services Branch.--* 
 
Offsets shall be suspended by State Offices by accessing the GLS Debt Offsets Maintenance 
Screen and: 
 
 selecting the Reason Deleting as “Other” 
 inputting the Why Agency Deleting as “National Defense Act” 
 inputting the delete date. 
 
Note: This information should be entered for both IAO and TOP. 
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Par. 363 
363 Collecting Final Loss Claim Payments From Guaranteed Loan Debtors 

(7 CFR 762.149(m)) (Continued) 
 

I Collections and Refunds 
 
Amounts collected through administrative offset will be applied to the debtor’s account 
according to 3-FI using the Guaranteed Collection Codes in this table. 
 

Code Description 
70 Administrative Offset – Other 
71 Administrative Offset – DCP 
72 Administrative Offset – LCP 
73 Administrative Offset – CRP 
74 Administrative Offset – EQIP 
75 Administrative Offset – Tobacco 
76 Administrative Offset – Peanuts 
77 Administrative Offset – Rice 
78 Administrative Offset – LDP/Markt Asst Loan 
79 Administrative Offset – DCP in Stay 
80 Voluntary Collection 
81 DOJ Collection 
82 Debt Settlement Collection 
83 Other Collection 

 
Notes: Collections will be applied to the oldest delinquent Federal debt first. 

 
According to 58-FI, paragraph 164, delinquent debts due to FSA will be collected 
before an assignment is honored. 
 

Lender recoveries, voluntary, and other collections, except IAO, DOJ, and Debt Settlements, 
for loans subject to offset with a debt offset receivable established, must have FSA-2254 

 *--completed manually and FAXed to NFAOC, Farm and Community Services Branch for--* 
processing.  The collection will be processed as an offset collection. 
 
Refunds of amounts offset will be made within 45 calendar days if FSA determines that an 
amount should not have been offset or that the debtor has prevailed in an appeal.  SED shall  

 *--approve and submit refund requests to NFAOC, Farm and Community Services Branch.--* 
 

J Notifying Lender of FSA Collections 
 
County Offices shall notify the lender of any collections received through IAO or TOP by 
November 30 of each year.  The annual notification shall include the following: 
 
 amount collected by loan number 
 current balance of the Federal debt. 
 
Note: County Offices can obtain account information from the GLS loan offset view screen. 

 
3-30-15     2-FLP (Rev. 1) Amend. 32 Page 14-33 



Par. 363 
363 Collecting Final Loss Claim Payments From Guaranteed Loan Debtors 

(7 CFR 762.149(m)) (Continued) 
 

K Debt Settlement 
 
Once a final loss claim is paid, FSA will be able to consider settlement offers received 
directly from the debtor.  Compromise and adjustment offers should be compared against 
other collection options available, such as IAO and TOP.  The option that offers the greatest 
recovery to the Government should be pursued. 
 
FSA shall process a compromise or adjustment offer according to RD Instruction 1956-B, 
section 1956.66. 
 
The debt settlement will only cover the Federal debt owed by the debtor.  FSA shall notify 
the lender of the approval of a debt settlement. 
 
After all payments under the compromise or adjustment offer have been received, the 
remaining balance of the debt will be written off.  SED shall FAX or mail a copy of 
RD 1956-1 along with a memorandum requesting that the debt be written off to NFAOC, 
Farm and Community Services Branch. 
 
Where it has been a minimum of 6 years since the last collection, FSA will cancel the debt  

  *--without application according to 7 FLP, paragraph 402 B, as appropriate.  For guaranteed 
loans the lender is the cross servicer.  After 6 years with no collections, FSA's 
documentation that the lender anticipates no future collection satisfies the return from 
cross servicing requirement of 402 B.  SED shall FAX or mail a copy of FSA-2731 and--* 
FSA-2731A, if appropriate, along with a memorandum requesting that the debt be written off 
to NFAOC, Farm and Community Services Branch. 
 

L Bankruptcy Effect 
 
FSA, subject to advice provided by the Regional OGC, will immediately file a proof of claim 
upon notification of a bankruptcy filing for any debtor subject to offset.  At a minimum, the 
following shall be filed with the proof of claim as evidence of the debt: 
 
*--FSA-2211, FSA-2212, Application for Guarantee, or Preferred Lender Application 
 FSA-2235 or Loan Guarantee--* 
 copy of promissory note 
 documentation of FSA’s final loss claim payment to the lender. 
 
Bankruptcy filing will halt any FSA offsetting actions.  The debtor shall be removed from 
referral of IAO and TOP through the GLS maintenance screens. 
 
Debts discharged in bankruptcy will be written off upon receipt of the discharge order.  SED 

 shall FAX or mail a copy of FSA-2731 and the discharge order along with a memorandum 
requesting that the debt be written off to NFAOC, Farm and Community Services Branch.  
GLS will have been updated earlier upon FSA notification of the bankruptcy action. 
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(Par. 181) 

 *--FSA Appraisal Guidelines 
 

Land, Agricultural Improvements, CAFO, Rural Residence, Farm 
 

The following information elements and content descriptions are provided as guidelines to assist 
lenders and appraisers when delivering USPAP compliant appraisal reports acceptable to FSA.  
Information Element labels shall be used in the report for clarity. 
 
An Appraisal Report following these guidelines and completed by a qualified Certified General 
Real Estate Appraiser will meet FSA's underwriting rules.  See Appraisal Guideline Addendums 
for specialty type properties such as poultry, dairy, etc. 
 
For unique situations that do not fit the following guidelines, contact FSA with questions. 

 
Step Information Element Content Description 

1 Client The client will be the lending institution as designated on the 
appraisal order or Letter of Engagement.  Appraisal must be 
ordered by a financial institution. 

2 Intended User(s) The intended user(s) will be the lending institution and 
others as listed by the lender on the appraisal order or Letter 
of Engagement.  FSA should be included as an intended user 
along with others that will rely upon the report.  Do not 
include the borrower or property owner as an intended user. 

3 Intended Use Loan origination or loan servicing. 
4 Appraisal Report Prominently state the “Appraisal Report” option.  Ensure that 

the report meets the content of an appraisal report from 
USPAP and the following FSA guidelines: 
 
i.  Must have a Table of Contents with all pages sequentially 

numbered. 
ii. Appraiser resume listing applicable appraisal education 
 and experience. 
iii. Restricted reports are not acceptable.      

5 Purpose, Condition, 
Effective Date of Value, 
Inspection & Report Dates 

Provides an “Opinion of Market Value. The condition of 
the subject should be, “ As Is”, “As Improved”, or “Subject 
To”.  If “As Improved” or “Subject To” is used, describe 
why.  State the effective date, inspection date, and report 
date. The inspection date should typically be the effective 
date of value.  Explain if it is not (such as in a retrospective 
appraisal). 

6 Market Value Definition and source of market value. 
7 Hypothetical Condition/ 

Extraordinary Assumptions 
All hypothetical conditions and extraordinary assumptions 
shall be clearly and conspicuously described and state that 
their use might have affected the assignment results.  For 
proposed new construction, a hypothetical condition would 
apply. 

--* 
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Exhibit 14 
(Par. 181) 

*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
8 Estate Appraised Define the estate property rights; Fee simple, Leased fee, 

Leasehold, Life Estate, etc. and list restrictions to the estate 
(conservation easements, water rights, encumbrances, 
contracts, marketing agreements, etc.). 

9 Scope of Work Clearly identify the appraisal problem and provide a 
summary of the extent of research, verification and 
analysis to solve it, consistent with fulfilling USPAP 
Scope of Work rule, Client instructions and these 
guidelines. Include the appraisal order or Letter of 
Engagement along with any scope of work modifications, 
if applicable. 

10a Subject Property i.   Adequately identify the subject property with a legal 
description, map, tax number and/or 911 street address 
if improved.  Include a GPS (latitude/longitude) 
reference if available. 

ii. Review and discuss listing and/or auction information 
 and seller disclosures when applicable. 
iii. Analyze Flood Zone and Flood Map and identify if 

flood zone affects the subject property and reflect the 
effect of flood zone in the analysis of subject utility and 
market appeal, summarizing the result in the Appraisal 
report. 

iv. Provide and label color photos for dwelling and major 
improvements that contribute to value. Provide bare land 
photos for significant topographical features and 
permanent plantings.

--* 
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(Par. 181) 

*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
10b Physical 

Characteristics 
i.   Inspect all structural improvements on the subject. 

Interiors of major buildings shall be inspected. If a physical 
inspection is not possible, contact the client for 
authorization to continue without a physical interior 
inspection. 

ii.  Include a sketch of subject dwelling(s) with contributory 
     value and other major buildings, if applicable. Sketches 
 should provide basis for determining structure size. 

iii.  Include a color site aerial or sketch with labels for 
numerous buildings (dairy, swine, poultry, 
headquarters, etc.) 

iv. Provide color aerial, soil, topographical , permanent plantings 
and/or other applicable maps. Show property outlines and 
labels on the maps to describe the property. Include soil 
legend with soil map. 

v. Discuss fixtures and personal property (ensure that there is 
adequate justification for classification and valuation of 
personal property and fixtures). 

vi. Summarize any environmental concerns in the appraisal report 
discovered during the property inspection, and discuss their 
effect on value.  This does not meet the due diligence 
requirements of the FSA for an environmental inspection. 

10c Legal Characteristics i.   Any impacts of zoning, easements, contracts, entitlements, 
encumbrances, water rights, partial interests, etc. shall be 
discussed and supported from the market if value adjustments 
are required. 

ii. Describe (not state) zoning to include; building eligibility, 
minimum lot size, feedlot registration and/or permits, and 
other pertinent factors that are applicable for the market area. 

iii. Describe irrigation, drainage and related issues in the 
appraisal report. 

10d Economic 
Characteristics 

Economic impacts or characteristics of productivity, production and 
ownership costs, gross and net income, etc., shall be discussed and 
supported from the market if value adjustments are required.  Discuss 
general market economics, or the economics of a specialized facility.

--* 
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(Par. 181) 

*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
10e Characteristics of the 

Estate Being Appraised 
As part of the appraisal assignment under USPAP, 
characteristics of the property that are relevant to the 
type and definition of value and intended use of the 
appraisal must be considered; the property appraised must 
be identified including the property rights.  This 
typically will include surface and subsurface rights, if the 
estate of the Subject property is whole. Consideration of 
oil, gas, minerals, timber, etc., and their possible 
influence on the value of the 

Subject property constitutes good appraisal practice and 
should be discussed in the appraisal report. 

10f New Construction The report shall include a copy of a blueprint, draft, and/or 
sketch, provided to the appraiser, along with a summary of 
cost estimates for the project.  Client shall provide adequate 
documentation for the appraiser to develop a credible 
appraisal that is not misleading. 

10g Location Describe the demographics, community services and market 
influences of the area.  Discuss economic, industry and 
market trends.  Identify the similar market area 
neighborhood or similar facility types for comparable sales. 

11 Subject & Sales History Analyze current sale agreements, options, or listings of the 
subject.  Research, analyze, and report any prior sales of 
the subject or comparable sales within 3 years for all 
property types. 

12 Highest and Best Use Consider each factor of H&BU; legally permissible, 
physically possible, financially feasible and maximally 
productive (highest value).  Describe and state reasoning 
and analysis for H&BU based on subject characteristics and 
market influences.  Develop H&BU for “as vacant” and 
“as improved” when necessary.  Land and improvements 
must be valued with the “consistent use” concept. 

--* 
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(Par. 181) 

*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
13 Comparable Sale Data and 

Analysis 
Sales should be selected that have similar attributes of 
the subject, and described and analyzed so the reader 
has a clear understanding of how the “opinion of value” 
is supported.  H&BU of comparable sales should be 
consistent with H&BU of subject. 
i. Provide important attributes of the sale; date, price, 

terms, legal description, 91 l street address when 
improved, tax ID, land classes, and improvement 
description. 

ii.  Include a color site aerial or sketch with labels for 
numerous buildings (dairy, swine, HQ, etc.). 

iii. Provide color aerial, soil, topographical, 
 permanent plantings and/or other applicable maps. 
iv. Color photos shall show dwelling and major 

improvements that contribute to value. 
v.   Disclose how the sale was verified and marketed 

with a party to the transaction. 
vi. Provide bare land photos for significant 

topographical features and permanent plantings. 
vii. Summarize or include legible copies of the 

Certificate of Real Estate Value, Multi Listing 
Service, contracts, carry back mortgages, or other 
similar supporting documentation (retain 
documents in your work file). 

viii. Discuss fixtures and personal property (ensure 
that adequate justification for classification and 
valuation of personal property and fixtures is 
provided). 

ix. Sale analysis shall easily verify the applicable units 
of comparison and rates that support the value of the 
subject. For example; land class ratio, building 
replacement cost new, derived depreciation rates, 
improvement contribution, contribution of timber, 
minerals, water rights, etc., as well as income and 
expense estimates should all be analyzed 
consistently and the analysis should support the 
subject analysis. Describe how land allocations 
were made. 

--* 
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(Par. 181) 

*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
14 Contracts for Production, 

Marketing or Other 
Similar Agreements 

Summarize market I production contracts, marketing 
plans, or other similar documents for the subject and 
sales. 
i If a market and/or production contract exist in which 

the value of the subject property is dependent upon 
the contract (i.e. poultry contract), then an analysis 
of the relationship of the contract to the subject's real 
property and how the contract impacts the value of 
the real property must be explained in the appraisal 
report. 

ii.  Similar sales with similar contracts should be used to 
value the subject if a market and/or production 
contract is in place. 

15 Location Map 
Location map shall easily locate subject and sales. The location 
map should provide sufficient detail for the reader to locate the 
properties if the other maps provided in the report do not have 
sufficient detail to locate the properties.  Roads by name or 
number may be needed to find the property. 

16 Value Approaches All three approaches to value should be considered and 
used when necessary for credible assignment results. It is 
acceptable not to use an approach provided solid 
justification that the approach is not necessary for credible 
results. 

  i. The Income Approach should be included for 
agricultural income producing properties. 

ii. Land classification should be based on the market of the 
subject and sales. 

iii. When value adjustments are required for physical 
characteristics (access, soils, water features, view, 
topography, drainage, climate, size, shape, site and 
structure improvements, permanent plantings, etc.), 
discuss and support from the market. 

iv. Subject pending sale can't be used as a comparable , but 
needs to be analyzed and discussed. 

17 Sales Comparison Approach Provide a sales base within the report to adequately 
support the analysis. 
i. Units of comparison should be derived from the market.
ii. Sales must be analyzed within the report for the reader 

to understand how the appraiser has applied those units 
of comparison to the Subject. 

--* 
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 *--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
18 Cost Approach Provide a sales base within the report to adequately 

support the analysis. 
i.    Describe construction quality, utility, and condition 
 ii.   Provide support for land value and replacement cost 

new within the appraisal report. 
iii. Extract depreciation from the sales analysis in the 

report so the reader can understand the reasoning for 
applying depreciation rates to the subject. 

iv. Reconcile strengths and weaknesses of the Cost 
Approach. 

19 Income Approach Provide a sales base within the report to adequately 
support the analysis. 
i.    Provide support for income, expenses, and rates within 

the appraisal report. 
 ii.   Analyze sales for the applicable rate that is used. 
 iii.   Explain reasoning for subject income, expense and 

rate selection. 
iv.  Reconcile strengths and weaknesses of the Income 
 Approach. 

20 Reconciliation 
 

Describe support for the “Opinion of Value” reviewing 
strengths and weaknesses of each approach to value and 
discuss the reconciliation.  Consider the value of the 
whole, versus the sum of the parts. 

21 Certification Include the signed Certification compliant with the current 
USPAP.  Include signature(s), State(s) of license, full 
name of license class, and license number(s), for 
example, “MN Certified General Real Property License 
20000001”.  Do not abbreviate license class, such as 
“CRRPA”. 

--* 
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 *--FSA Appraisal Guidelines (Continued) 
 
Poultry Addendum t o FSA Appraisal Guidelines 

 
In addition to the general FSA Appraisal Guidelines, the following is a supplement specific to 
poultry appraisals. 

 
Step Information Element Content Description 

1 Market Description Summarize the market for poultry operations in the subject 
area based on contacts with local integrators, lenders, and 
growers.  Determine the amount and range of contract 
production payments and terms being paid to poultry 
operators.  The description shall discuss the subject 
integrator as well as other integrators operating in the area. 

2 Subject Description Describe the poultry buildings and fixtures and/or 
equipment associated with each building in sufficient 
detail, including the age and condition of each.  For 
existing facilities, state and discuss the actual age and 
effective age for each and reconcile any differences.  
Typically, a lower effective age requires detailed 
documentation of significant upgrades.  Identify and 
document all prior repairs and/or upgrades including cost 
estimates and year completed.  A visual inspection of the 
interior is necessary to adequately assess the condition for 
existing facilities. 
 
If subject is an existing facility, appraised “as-improved” 
to include repairs and/or upgrades, document the proposed 
repairs and/or upgrades including cost estimates.  A 
hypothetical condition should be stated. 
 
If the subject is new construction, summarize the actual 
construction cost quotes and/or estimates associated with 
the new construction and include in the appraisal copies of 
quotes and specs sufficient to adequately describe the 
proposed construction.  A hypothetical condition should be 
stated. 
 
Identify the legal permitted capacity.  Identify any personal 
property included on subject and/or sales, and show 
contributory value separately from real estate. 
 
Adequately describe the land and land improvements as 
well as any other improvements. 

--* 
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*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
3 Poultry Production Contract 

and/or Agreement 
Summarize the contract or proposed grower contract 
and/or agreement with the integrator (if applicable) for the 
subject, and under what terms and/or conditions the 
contract is subject to (such as any repairs or upgrades to 
the facilities that may be required to obtain the contract).  
Include income and expense estimates. 
 
If the value of the subject property is dependent upon the 
contract, then an analysis of the relationship of the 
contract to the subject's real property and how the 
contract impacts the value of the real property must be 
explained in the appraisal report. 

4 Integrator Requirements Describe the standards for equipment and buildings 
required by integrators and whether the subject's 
poultry houses meet, exceed, or do not meet the 
integrator 's standards.  Discuss the compatibility of the 
subject improvements with requirements of other 
integrators in the area as well. 
  
If the poultry house(s): 
 
 are no longer in operation, additional discussion is 

needed 
 

 are obsolete, this needs to be explained in the 
appraisal  

 
 can be put back into production, then an estimated 

cost to cure and bring them in compliance with the 
integrator's contract standards shall be provided. 

--* 
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*--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
5 Approaches to Value For a poultry appraisal, generally all 3 approaches are 

applicable and necessary. 
 
Analyze the  local sales that are available to adequately 
support the value of the subject's poultry facilities.  
When there are insufficient local sales, regional sales 
may be considered.  Analyze and adequately support 
adjustments for locational differences if applicable.  
Discuss and support the selection of comparable sales. 
 
Incorporate the same appraisal methods and 
techniques to analyze the subject and comparable sales 
and provided adequate documentation of adjustments 
to support the subject value conclusion.  Include 
sufficient detail from the sales analysis in the appraisal 
to support the subject analysis. 
 
Units of comparison should be determined from the 
market, but for poultry appraisals, the most common unit 
of comparison is square footage of the poultry houses. 

6 Sales Comparison Approach Show direct comparison of subject and sales 
summarized in a grid.  Explain and support all 
adjustments in sufficient detail.  Use a unit of 
comparison that is understandable and supportable.  
FSA recommends using value per square foot of poultry 
houses. 

--* 
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 *--FSA Appraisal Guidelines (Continued) 
 

Step Information Element Content Description 
7 Cost Approach Provide market data to support typical replacement 

cost new.  Use typical cost for replacement cost new 
calculations, but discuss any differences in actual 
quotes and/or estimates from typical cost.  For existing 
operations, also provide market data to support typical 
economic life and to support depreciation rates used. 
 
Include the following: 

• The contributory value of the land components. 
Include vacant land sales to support the contributory 
values. 

• The contributory value of any site improvements 
(wells, septic tanks, roads and loading areas, etc.). 
Discuss whether building pads are included with 
buildings or with site improvements. 

• The contributory value and remaining 
economic life of each building, taking into 
account physical , functional and external 
obsolescence.  Buildings of like kind, age, and 
condition can be grouped. See comments under 
Item 2 above. 

• The contributory value and remaining economic life 
of equipment/fixtures associated with each building, 
taking into account physical , functional and external 
obsolescence.  Equipment of like kind, age, and 
condition can be grouped. See comments under item 
2 above.

8 Income Approach Show income and expense projections used in the income 
approach.  Income and expenses should be based on 
income and expenses extracted from market data for a 
typical operation.  Compare to integrator 's projections.  
Projected income and expenses for other farm related 
enterprises, if applicable, should be addressed as well.  
Discuss subject actual income and expenses vs. typical 
income and expenses if different. 

9 Final Value Allocation Allocate the final value opinion into the contributory value 
of the component parts for the land, land improvements, 
and structural improvements (including fixtures and 
equipment).  The contributory value of any personal 
property included in the value should be shown separately. 

--* 
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Demand for Payment, Notice of Intent to Collect by Non-Centralized Administrative Offset, 
Including Internal Administrative Offset, Centralized Offset, and Other Applicable Debt 
Collection Methods (Continued)  

*-- 
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Demand for Payment, Notice of Intent to Collect by Non-Centralized Administrative Offset, 
Including Internal Administrative Offset, Centralized Offset, and Other Applicable Debt 
Collection Methods (Continued) 
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Demand for Payment, Notice of Intent to Collect by Non-Centralized Administrative Offset, 
Including Internal Administrative Offset, Centralized Offset, and Other Applicable Debt 
Collection Methods (Continued) 
*-- 
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5-18-16     2-FLP (Rev. 1) Amend. 36 Page 5 



. 



Exhibit 18 
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Demand for Payment, Notice That Non-Centralized Administrative Offset, Including Internal 
Administrative Offset, Has Been Taken and Will Continue, and Intent to Collect by Centralized 
Offset and Other Applicable Debt Collection Methods (Continued) 

*-- 
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Demand for Payment, Notice That Non-Centralized Administrative Offset, Including Internal 
Administrative Offset, Has Been Taken and Will Continue, and Intent to Collect by Centralized 
Offset and Other Applicable Debt Collection Methods (Continued) 

*-- 
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Demand for Payment, Notice That Non-Centralized Administrative Offset, Including Internal 
Administrative Offset, Has Been Taken and Will Continue, and Intent to Collect by Centralized 
Offset and Other Applicable Debt Collection Methods (Continued) 

*-- 
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