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Amendment Transmittal 
 

A Reasons for Amendment 
 

Subparagraph 1 C has been amended to add a note clarifying cross references in bold print. 
 
Subparagraph 97: 
 
• A has been amended to add a note about filing debt instruments 
• B has been amended to clarify procedure for submitting cases requiring correction. 

 
Subparagraph 98: 

 
• C has been amended to provide an additional reason for obtaining a new FSA-2028 
 
• D has been amended to clarify procedure for filing continuation forms for existing financing 

statements. 
 

Subparagraph 102 B has been amended to clarify the process for notification of potential 
purchasers. 
 
Subparagraph 116 A has been amended to clarify FSA’s requirements for obtaining credit 
reports for subordinations. 
 
Paragraph 199 has been added to provide the approval authority for partial releases. 
 
Exhibit 24 has been amended to correct the guaranteed loan limits. 
 
Exhibit 29 has been amended to clarify the letter notifying potential purchasers and add a 
borrower list. 
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        Par. 1 
Part 1    Introduction and Purpose 

 
1  Purpose and Sources of Authority 
 

A Handbook Purpose 
 
This handbook is designed to assist FSA in understanding: 
 
• regulations governing direct loan regular or routine servicing 

 
• roles and responsibilities in implementing regulations and other responsibilities in direct 

loan regular or routine servicing. 
 

B Sources of Authority 
 

The sources of authority for this handbook include: 
 

• 7 CFR Part 765 and other regulations that may be referenced throughout this handbook 
• various laws and statutes passed by Congress, including CONACT. 

 
C Regulation References 

 
Text in this handbook that is published in CFR is printed in bold text.  CFR citation is 
printed in brackets in front of the text.  The references and text: 
 
• are intended to highlight the requirement spelled out in CFR 
• may be used to support FSA adverse decisions. 

 
 *--Note:   Cross-references printed in bold are citing a section of CFR.  The handbook 

paragraph or subparagraph where the cross-referenced CFR text can be found is 
printed in non-bold text in parenthesis (within the bold text). 

 
Example: Subparagraph 118 A provides “[7 CFR 765.205(c)] (1)  For loans secured by 

chattel, the subordination must meet conditions contained in paragraphs 
(b)(1) through (b)(12) of this section (subparagraph 117 A).” 

 
The text “paragraphs (b)(1) through (b)(12) of this section” refers to 
7 CFR 765.205 (b)(12).  The non-bold reference indicates that 7 CFR 765.205(b) 
is included in subparagraph 117 A.--* 

 
 
 
 
 
 
 
 
 
 
7-1-08      4-FLP Amend. 2 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… 
appeals and mediation 1-APP. 
civil rights compliance and administration for FSA programs 18-AO. 
common management and operating provisions for program management 
activities, functions, and automated applications, such as forms that cannot 
be accepted by FAX 

1-CM. 

direct loan making 3-FLP. 
direct loan special servicing and inventory property management 5-FLP. 
employee development and training 6-PM. 
environmental requirements 1-EQ. 
general and administrative regulations governing FLP 1-FLP. 
guaranteed loan making and servicing 2-FLP. 
the Emergency Loan Seed Producers Program,  Horse Breeder Loan 
Program, Indian Tribal Land Acquisition Program, Special Apple Loan 
Program, and servicing of minor loan programs 

6-FLP. 

personnel management, such as employee conflict of interest 3-PM. 
policies and procedures for the acquisition of supplies, equipment, and 
services 

27-AS. 

procedures for collecting, maintaining, or disclosing data or information 
concerning an individual 

3-INFO. 

procedures for making records available to the public, other Federal 
agencies, and Congress 

2-INFO. 

processing collections and canceling loan checks and payments 3-FI. 
State and county organization and administration policies, procedures, 
principles, and standards, such as work organization 

16-AO. 

State and county records management 25-AS. 
 

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

 
The Helpful Links web site at 
https://indianocean.sc.egov.usda.gov/flp/InformationalLinks?Action=HelpfulLinks&caller=index 
provides links to useful web sites. 
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        Par. 97 
*--97 Maintaining Debt Instruments--* 
 

A Identifying Debt Instruments 
 
Debt instruments are documents that show a debt owing with the terms of the debt amount, 
interest rate, years, etc.  These instruments can include any of the following: 
 
• accelerated repayment agreements 
 
• approved debt settlement applications 
 
• assumption agreements 
 
• bankruptcy plans and/or stipulations accompanied by the confirmation order showing 

approval by the court and, when appropriate, discharge orders 
 
• charged-off notes 
 
• cost voucher documents 
 
• court ordered or debt settlement documents 
 
• promissory notes 
 
• NRBRA’s 
 
• FSA-2543’s 
 
• suspension agreements. 

 
 *--Note: Many of these documents are considered essential FLP records that require maximum 

protection and must be filed in locking-type, fire-resistant file cabinets, according to 
25-AS, subparagraph 82 E.--* 
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        Par. 97 
*--97 Maintaining Debt Instruments (Continued)--* 
 

B Conducting Yearly Debt Instrument Inventory 
 

In March of each year, FSC, FLOO provides County Offices with RC 830A listing all 
borrowers who should have debt instruments maintained in the County Office.  
 
RC 830A includes the following for each borrower: 
 
• name and case number 
• fund code and loan numbers 
• date of loan  
• interest rate 
• amount of noncapitalized interest, if applicable 
• principal loan amount 
• account flag. 
 
When RC 830A is received, County Offices shall: 
 
• verify that the debt instruments exist * * * 
 

Notes: Debt instruments such as bankruptcy plans and discharge orders should be 
attached to the instruments which they amend. 

 
Shared appreciation payment agreements are not currently reflected on RC 830A, 
but should be noted and checked for accuracy. 

 
• compare the information provided on RC 830A to the related debt instrument to identify 

any discrepancies 
 

Note: Review findings shall be documented on RC 830A. 
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        Par. 97 
*--97 Maintaining Debt Instruments (Continued)--* 
 

B Conducting Yearly Debt Instrument Inventory (Continued) 
 

• take necessary corrective action when the: 
 

• difference in the principal loan amount or noncapitalized interest amount is more than 
$100 

 
• interest rate must be corrected 
 

Note: Attach a copy of the letter changing the interest rate to the promissory note (it 
is not necessary to correct promissory notes when the rate on the promissory 
note does not match RC 830A as a result of the interest rate being modified 
based on a limited resource review). 

 
• obtain guidance from the OGC regional attorney, through the State Office, about any 

necessary corrections to promissory notes, NRBRA’s, or shared appreciation agreements 
 

• ensure that copies of all instruments are filed in case files 
 
•*--submit cases requiring corrections to the State Office coordinator on FSA-2446 and State 

Office coordinator’s will send completed FSA-2446’s to FLOO by:--* 
 

• FAX to: 
 

• 314-539-3111 for States 01 through 32 
• 314-539-6447 for States 33 through 64 

 
• mail to: 

 
USDA-FSA-FSC-FLOO 
PO Box 200003 
St. Louis, MO 63120 

 
Note: State Office coordinators should track and monitor the submission and resolution 

of account corrections using FSA-2445. 
 

• obtain guidance from OGC regional attorney, through the State Office, about the need to 
replace lost or missing debt instruments 

 
• advise SED of the review results by July 31 of each year and retain RC 830A as a 

subdivided file under FLP 4-1, “Reports” according to 25-AS until the next year’s report 
has been received and reviewed. 
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        Par. 98 
98    Maintaining * * * Security Instruments 
 

A Maintaining * * * Security Documents 
 
Each County Office must maintain * * * security instruments according to 25-AS. 
 

B Maintaining Current Information 
 
FSA must review or renew financing statements, security agreements, and other documents 
for each borrower periodically.  County Offices should use MAC to identify and track 
security instruments that need to be continued or updated.  The authorized agency official 
will notify the borrower of any required information and documents.  Notification, if not 
made in writing, should be documented in the running case record. 
 

C Obtaining New FSA-2028’s 
 
FSA obtains new FSA-2028’s when: 
 
• a security interest is taken in crops 
 
• FSA obtains additional security 
 
• modifications to the security listed on the working copy of current FSA-2028’s have been 

made 
 

•*--deemed necessary to protect FSA’s security interests.--* 
 
SED will issue a State supplement to specify when to obtain a new FSA-2028 based on State 
law. * * * 
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        Par. 98 
98  Maintaining * * * Security Instruments (Continued) 
 

D Continuing, Amending, or Obtaining New Financing Statements 
 

Unless State law provides otherwise, financing statements filed according to UCC are 
effective for 5 years from the filing date.  The authorized agency official must continue 
existing financing statements to retain FSA’s security position beyond the original 5-year 
period.  The authorized agency official will file the appropriate continuation form within the 

 *--6-month period before the end of the current 5-year period to extend the effective date of the 
original filing for an additional 5 years. 
 
Note: A lien search is not required when the financing statement is properly continued. 
 
The authorized agency official shall amend or file a new financing statement only if the--* 
debt will be additionally secured either by: 
 
• property not already described specifically or by type in the existing financing statement 
 
• crops growing or to be grown that are not already covered by the existing financing 

statement 
 
• fixtures not already described on the existing financing statement. 
 
SED’s will issue State supplements as needed to provide additional guidance and ensure 
compliance with State laws and procedures.  Supplements should include the appropriate 
forms to be used for continuation, amendment, or new filings. 
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        Par. 98 
98  Maintaining * * * Security Instruments (Continued) 
 

E Obtaining Assignments 
 
FSA may require that borrowers assign FP payments to FSA for FLP loan payments.  
Assignments for program payments will be maintained according to 63-FI. 
 
SED’s will issue State supplements as needed to: 
 
• provide guidance on maintaining existing assignments 
• ensure compliance with State laws.   
 

F Real Estate Security Instruments 
 
Real estate security instruments will be obtained, corrected, amended, or continued according 
to applicable State law.  SED’s will issue State supplements to provide guidance for 
complying with State requirements. 
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        Par. 102 
102 Notifying Potential Purchasers 
 

A States With CFS 
 
[7 CFR 765.204(a)]  The Agency participates and complies with central filing systems in 
States where CFS has been organized.  In a State with a CFS, the Agency is not required 
to additionally notify potential purchasers that the Agency has a lien on the borrower’s 
chattel security, unless specifically required by State law. 
 
States with CFS maintain records reflecting liens placed against agricultural products 
according to the Food Security Act of 1985.  It is the purchasers’ responsibility to obtain 
information about lien filings using CFS.   
 

B States Without CFS 
 
[7 CFR 765.204(b)]  In a State without CFS, the Agency follows the filing requirements 
specified for perfecting a lien on a borrower’s chattel security under State law.  The 
Agency will distribute the list of chattel and crop borrowers to sale barns, warehouses, 
and other businesses that buy or sell chattels or crops.  In addition, the Agency may 
provide the list of borrowers to potential purchasers upon request. 
 

 *--The notification to potential purchasers listed by the borrower on FSA-2040 will be sent--* 
by certified mail, completed by using Exhibit 29, and include the following: 
 
• FSA Office address (the name and address of any secured party) 
 
• name and address of each debtor 

 
•*--Social Security number of each debtor, or other approved unique identifier, and if a 

debtor does business other than as an individual, the tax ID number 
 

• description of the farm products given as security, including: 
 

• reasonable description of the farm product or products produced by the borrower 
(such as type and amount of crops, livestock, or farm machinery) 

 
• crop year 
 
• county (or counties) in which the products are produced or located 

 
• any payment obligations imposed on the buyer by FSA (the secured party) as a 

condition for release of the security interest. 
 

To ensure that purchasers are aware of the Government’s security interests, this notification 
will be updated annually by a new Exhibit 29 or Exhibit 30.  If there are any material 
changes or at the discretion of FLM’s, a new Exhibit 29 and/or 30 should be sent more often. 

 
 If requests are made for notification beyond the listed requirements, they can only be sent by 

Exhibit 29 to business firms in the trade area that buy chattel or crops or sell them for 
commission.--* 

 
7-1-08      4-FLP Amend. 2 Page 6-17 



  

        Par. 103 
103 FSA Responsibilities Under Third Party Actions 
 

A County Office Responsibility 
 
When the authorized agency official learns about a third party action or other borrower 
failure to comply with the loan agreement that could jeopardize FSA’s security interest, the 
authorized agency official: 
 
• will immediately send the borrower notice to cure the defaults according to 5-FLP, Part 3 
 
• must send the notice to the borrower when FSA is made a party to a court action that 

could affect FSA’s security interest. 
 
Continued servicing of the account should proceed according to 5-FLP, Part 18. 
 

B SED’s Responsibility 
 
SED’s will: 
 
• consult with OGC about all lawsuits involving the property and any other third party 

actions when necessary 
 
• advise the authorized agency official on the actions the County Office should take to 

protect FSA’s security interest. 
 
104-115 (Reserved) 
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        Par. 116 
Section 2    Subordinations 

 
116 Requesting Subordinations 
 

A Borrower Application 
 
[7 CFR 765.205 (a)]  The borrower must submit the following, unless it already exists in 
the Agency’s file and is still current as determined by the Agency: 
 
[7 CFR 765.205 (a)] (1)  Completed Agency application for subordination form; 
  

 *--FSA-2001 with the following completed: 
 
• Part A, item 1 
• Part C, items 1 and 5A 
• Part D, items 4A and 4B 
• Part E, items 18A and 18B. 
  

  FSA-2060 will also be required for real estate subordination requests.--* 
 
[7 CFR 765.205 (a)] (2)  A current financial statement, including, in the case of an 
entity, financial statements from all entity members; 
  

  *--FSA-2037, FSA-2038, or any other format approved by FSA containing the same 
information.--* 
 
[7 CFR 765.205 (a)] (3)  Documentation of compliance with the Agency’s environmental 
regulations contained in subpart G of 7 CFR part 1940; 
  

    AD-1026 * * *. 
 
[7 CFR 765.205 (a)] (4)  Verification of all non-farm income; 
  
[7 CFR 765.205 (a)] (5)  The farm’s operating plan, including a projected cash flow 
budget reflecting production, income, expenses, and debt repayment plan; and 
  
[7 CFR 765.205 (a)] (6)  Verification of all debts. 
  

 *--A credit report is required unless current credit information is already contained in the 
borrower’s case file or is otherwise available.  The credit report fee will be paid by FSA 
unless the borrower has also applied for an FLP loan. 
 
See 3-FLP, subparagraph 42 A for the verification process of non-farm income and debts.--* 
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        Par. 116 
116 Requesting Subordinations (Continued) 
 

B Processing Subordination Requests 
 
The authorized agency official will enter the following information into MAC/DLS: 
 
• date the application is received 
• applicant name 
• type of assistance requested 
• subordination amount requested. 
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        Par. 198 
198 Appraisals 
 

A Appraisal Requirements 
 
[7 CFR 765.353(a)]  (1) The Agency will obtain an appraisal of the security proposed for 
disposition.   
 
(2) The Agency may waive the appraisal requirement when the estimated value is less 
than $25,000. 
 
[7 CFR 765.353(b)]  The Agency will obtain an appraisal of the remaining security if it 
determines that the transaction will reduce the value of the remaining security. 
 
A new appraisal report for the security to be: 
 
• transferred or released will be obtained when the authorized agency official believes it 

necessary to protect the financial interests of the Government or when the transaction 
involves more than $25,000 

 
• retained will only be obtained when the authorized agency official determines that the 

value of the retained property could be adversely affected by the loss of the transferred or 
released property.   

 
Appraisal reports under this section may show the current market value of the property being 
transferred or released, and the property being retained, on a single appraisal report or on 
separate appraisal reports.   
 
The value of rights to mining products, gravel, oil, gas, coal or other minerals will be 
specifically included as a part of the appraised value of the real estate security. 

 
[7 CFR 765.353(c)]  Appraisals, when required, will be conducted in accordance with 
§ 761.7 of this chapter (1-FLP, Part 6). 
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Par. 199 
*--199 Approving or Delaying Partial Releases 
 

A Approval Authority 
 

Approval officials may approve partial releases when FSA indebtedness, after the 
transaction, does not exceed their approval authority for the type of loan or a combination of 
types of loans according to 1-FLP, subparagraph 29 D.  When more than 1 type of loan is 
involved in the transaction, the loan approval authority of the approval official will be the 
highest combination amount authorized in 1-FLP, subparagraph 29 D for any loan types 
involved.  SED is authorized to approve any transaction consistent with this section.--* 

 
200-210 (Reserved) 
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Exhibit 1 
Reports, Forms, Abbreviations, and Redelegations of Authority 
 

Reports 
 

None.  
 

Forms 
 

This table lists all forms referenced in this handbook. 
 
Form 

Number Title 
Display 

Reference 
Paragraph 
Reference 

AD-1026 Highly Erodible Land Conservation and 
Wetland Conservation Certification 

 116 

CCC-679 Lien Waiver  118 
FSA-1956-22 Update to TOP and Cross-Servicing 

Information   
 282 

FSA-2001 Request for Direct Loan Assistance  116, 126 
FSA-2025 Notification of Approval Terms and Conditions 

and Borrower Responsibilities 
 247-249 

FSA-2026 Promissory Note  3, 247, Ex. 2, 20
FSA-2028 Security Agreement  Text, Ex. 2, 4 
FSA-2029 Mortgage/Deed of Trust  3 
FSA-2037 Farm Business Plan – Balance Sheet  116 
FSA-2038 Farm Business Plan – Income and Expenses  116 
FSA-2040 Agreement for the Use of Proceeds/Release of 

Chattel Security 
 61, 162, 166, 

181, 212 
FSA-2044 Assignment of Income  281 
FSA-2060 Application for Partial Release, Subordination, 

or Consent 
 Text 

FSA-2065 Annual Statement of Loan Account  64 
FSA-2072 Cancellation of U.S. Treasury Check and/or 

Obligation 
 61 

FSA-2080 Release From Personal Liability  231, 247, 251 
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Exhibit 1 
Reports, Forms, Abbreviations, and Redelegations of Authority (Continued) 
 

Forms (Continued) 
 

Form 
Number Title 

Display 
Reference 

Paragraph 
Reference 

FSA-2425 Request to Cancel Undisbursed Loan Funds  61 
FSA-2429 Request for Change in Application  61 
FSA-2433 Satisfaction of Lien  65 
FSA-2434 Consent and Release of Interest of United States  65 
FSA-2445 Control Log PLAS/GLAS Account Corrections  97 
FSA-2446 PLAS/GLAS Account Correction  97 
FSA-2450 Temporary Amendment of Consent to Payment of 

Proceeds From Sale of Farm Proceeds 
 162 

FSA-2455 Subordination by the Government  120 
FSA-2465 Assignment, Acceptance, and Release (Wool and 

Mohair) 
 166 

FSA-2470 Partial Release  166, 212 
FSA-2476 Transfer of Real Estate Security  247 
FSA-2489 Assumption Agreement  247 
FSA-2490 Deceased Borrower Report  266 
FSA-2495 Application to Move Security Property   291 
FSA-2543 Shared Appreciation Agreement  3, 97, 267 
UCC1 National Financing Statement  247, 291, Ex. 2
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

CONACT or CONACT Property 
 
CONACT or CONACT property is property that secures a loan made or guaranteed under the 
Consolidated Farm and Rural Development Act (7 USC 1921 et seq.). 
 

Conveyance 
 
Conveyance is the transfer of property to a third party. 
 

Cooperative 
 
Cooperative is an entity that has farming as its purpose, whose members have agreed to 
share the profits of the farming enterprise, and is recognized as a farm cooperative by the 
laws of the state in which the entity will operate a farm. 
 

Corporation 
 
Corporation is a private domestic corporation created and organized under the laws of the 
state in which it will operate a farm. 
 

Debt Settlement 
 
Debt settlement is a compromise, adjustment, or cancellation of an Agency debt. 
 

Debt Service Margin 
 
Debt service margin is the difference between all of the borrower’s expected expenditures 
in a planning period (including farm operating expenses, capital expenses, essential family 
living expenses, and debt payments) and the borrower’s projected funds available to pay 
all expenses and payments. 
 

Borrower (or Debtor) 
 
Borrower (or debtor) is an individual or entity that has an outstanding obligation to the 
Agency or to a lender under any direct or guaranteed FLP loan, without regard to whether 
the loan has been accelerated.  The term “borrower” includes all parties liable for such 
obligation, including collection-only borrowers, except for debtors whose total loans and 
accounts have been voluntarily or involuntarily foreclosed, sold, or conveyed, or who have 
been discharged of all such obligations owed to the Agency or guaranteed lender. 
 

Deed 
 

A deed is a signed instrument legally conveying real estate. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Default 
 
Default is the failure of a borrower to observe any agreement with the Agency, or the 
lender in the case of a guaranteed loan, as contained in promissory notes, security 
instruments, and similar or related instruments. 
 

Delinquent Borrower 
 
Delinquent borrower, for loan servicing purposes, is a borrower who has failed to make all 
scheduled payments by the due date. 
 

Direct Loan 
 

Direct loan is a loan funded and serviced by the Agency as the lender. 
 

Entity 
 
An entity is a corporation, partnership, joint operation, cooperative, limited liability 
company or trust. 

 
Exception: For Parts 8 and 9, an entity is defined as a husband and wife, partnership, 

corporation, or any other arrangement in which more than 1 person is party to the 
debt. 

 
Essential Family Living and Farm Operating Expenses 

 
Essential family living and farm operating expenses: 

 
(1) Are those that are basic, crucial, and indispensable. 

 
(2) Are determined by the Agency based on the following considerations: 

 
(i) The specific borrower’s operation; 

 
(ii) What is typical for that type of operation in the area; and  

 
(iii) What is an efficient method of production considering the borrower’s resources. 

 
(3) Include, but are not limited to, essential:  household operating expenses; food, including 
lunches; clothing and personal care; health and medical expenses, including medical 
insurance; house repair and sanitation; school and religious expenses; transportation; 
hired labor; machinery repair; farm building and fence repair; interest on loans and credit 
or purchase agreement; rent on equipment, land, and buildings; feed for animals; seed, 
fertilizer, pesticides, herbicides, spray materials, and other necessary farm supplies; 
livestock expenses, including medical supplies, artificial insemination, and veterinarian 
bills; machinery hire; fuel and oil; taxes; water charges; personal, property, and crop 
insurance; auto and truck expenses; and utility payments. 
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Exhibit 24 
(Par. 47) 

Borrower Prospectus 
 
If any lenders are interested in refinancing FSA loans, the authorized agency official will send the 
lender a letter similar to the following, providing financial summary information on the borrower.  
To access an electronic copy of the letter go to http://165.221.16.90/dam/ffasforms/forms/html, 
CLICK “Find Current Forms Using Our Form Number Search”, in “Form Number” block, type, 
“4-FLP Exhibit 24”, and CLICK “Submit”. 
*-- 

 
         --* 
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Exhibit 29 
(Par. 102) 

*--Notification Letter to Potential Purchasers 
 
 A Example of Notification Letter--* 
 

In States without CFS, FSA follows the filing requirements specified for perfecting a lien on a 
borrower’s chattel security under State law.  FSA will distribute the list of chattel and crop 

 *--borrowers to sale barns, warehouses, and other businesses listed by the borrower on FSA-2040--* 
that buy or sell chattels or crops.  The notification to potential purchasers will be sent by certified 
mail and will normally be completed on this letter.  To access an electronic copy of the letter go 
to http://165.221.16.90/dam/ffasforms/forms/html, CLICK “Find Current Forms Using Our 
Form Number Search”, in “Form Number” block, type, “4-FLP Exhibit 29”, and CLICK 
“Submit”. 
*-- 

 
      --* 
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Exhibit 29 
(Par. 102) 

*--Notification Letter to Potential Purchasers (Continued) 
 
 B List of FSA Borrowers 

 
The following list of chattel and crop borrowers is provided to sale barns, warehouses, and other 
businesses that buy or sell chattels or crops in the trade area. 
 

 
        --* 
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