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R

Amendment Transmittal

A Reasons for Amendment

Subparagraph 192 C has been amended to change FLOO references to the National Financial and
Accounting Operations Center (NFAOC), Farm and Community Services Branch because of a

name change.

Exhibit 2 has been amended to:

e add the definition of disable that was inadvertently removed by an earlier amendment

e update the definition of entity.
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Par. 192
192  Delinquent Servicing (Continued)

B Standard Guarantee Plan (Continued)

e Itis an improvement to the real estate with a useful life of over 1 year and is affixed to
the property, and the following conditions must be met.

e The item must have been capitalized and not taken as an annual operating expense on
the seller’s Federal income tax returns. The seller must provide copies of appropriate
tax returns to verify that capital improvements claimed for shared appreciation
recapture reduction are capitalized.

e If the new item is affixed to the real estate as a replacement for an item that existed on
the real estate at the time the recapture agreement was originally executed, only the
value added by the new item will be deducted from the market value.

C Loss Claim Processing

Standard guarantee and prompt payment guarantee must meet the following criteria for loss
claim processing.

e For the standard guarantee, the servicing agent will provide documentation of the loss to
the authorized agency official upon liquidation or the completion of an appraisal
according to subparagraph B. The authorized agency official will complete the loss claim
form. The principal loss will be shown in FSA-2254, item 19. Line through the word
“balance” and replace with the word “loss.” Enter the same principal loss amount on
FSA-2254, item 40, enter the percent guarantee in item 41 and enter the loss payable in
item 42 and again in item 46 marking through the word “Lender” and replacing with the

*--word “Seller”. A memorandum will be prepared for NFAOC, Farm and Commaodity
Services Branch that will identify the loss as a standard guarantee that includes the name
and TIN of the seller to whom the loss payment is to be made, and the name and address
of the servicing agent who will receive the payment on behalf of the seller. The
memorandum will be attached to the manually completed FSA-2254 and sent to NFAOC,
Farm and Commodity Services Branch.--*
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Par. 192

192  Delinquent Servicing (Continued)

C Loss Claim Processing (Continued)

e For the prompt payment guarantee, the escrow agent will provide documentation of the
necessity for an installment, taxes, or insurance payment to the authorized agency official
according to subparagraph A. The authorized agency official will complete the loss
claim form. For installment payments the amount of loss claimed will be shown in
FSA-2254, item 19 by lining through the word “balance” and replacing with the word
“loss”. For taxes or insurance payments the amount of loss will be entered into item 23.
Use item 60, “Comment”, to note whether the payment amount in item 23 is for taxes or
insurance. For all losses enter the same loss amount that was entered into item 19 or 23
in item 40. Enter the percent guarantee in item 41 and enter the loss payable in item 42
and again in item 46, marking through the word “Lender” and replacing with the word

*--“Seller”. A memorandum will be prepared for NFAOC, Farm and Commodity Services
Branch that will identify the loss as a prompt payment guarantee and will indicate--*
whether the payment is for an installment, taxes, or insurance. The memorandum will
include the name and TIN of the seller to whom the loss payment is to be made and the
name and address of the escrow agent who will receive the payment on behalf of the
seller. The memorandum will be attached to the manually completed FSA-2254 and sent

*--to NFAOC, Farm and Commodity Services Branch.--*

e For both the standard guarantee and the prompt payment guarantee the Finance Office
will process a Lender Substitution to change the servicing lender to the seller’s name and
TIN. The servicing lender’s address will remain the mailing address of the escrow or
servicing agent.

193  Negligent Servicing

A Denial of Loss Claim Due to Negligence

3-18-15

[7 CFR 763.22 (a)] The Agency may deny a loss claim in whole or in part due to
negligence that contributed to the loss claim. This could include, but is not limited to:

(1) The escrow or servicing agent failing to seek payment of a missed installment from
the buyer within the prescribed timeframe or otherwise does not enforce the terms
of the land contract;

(2) Losing the collateral to a third party, such as a taxing authority, prior lien holder,
etc.;

(3) Not performing the duties and responsibilities required of the escrow or servicing
agent;

(4) The seller’s failing to disclose environmental issues; or
(5) Any other action in violation of the land contract or guarantee agreement that does

not terminate the guarantee.
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Exhibit 1
Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Forms (Continued)

Display
Number Title Reference | Reference
FSA-2663 [Subordination Agreement in Favor of the Government 117
Emergency Loans for Seed Producers
FSA-2664 |Emergency Loans for Seed Producers Program Notice 115
of Claim Assignment
FSA-2670 |Horse Breeder Loan Program Promissory Note 150
FSA-2680 2/ | Letter of Interest 177
FSA-2681 3/ | Loan Payment Guarantee Agreement and Contract 172,173,
Modification 174, 177,
182
FSA-2680 |Notice of Interest in Land Contract Guarantee 174, 175
FSA-2681 |Land Contract Agreement Prompt Payment Guarantee 171, 175,
182
FSA-2682 |Land Contract Agreement For Standard Guarantee 175, 182
FSA-2683 |Request for Land Contract Guarantee Assistance 174, 175,
178, 179
FSA-2684 |Land Contract Recapture Agreement 192
FSA-2685 |Notice of Incomplete Land Contract Guarantee 176
Program Application
FSA-2686 |Second Notice of Incomplete Land Contract 176
Guarantee Program Application
FSA-2687 |Notice of Land Contract Guarantee Program 176
Application Withdrawal/Pending Withdrawal
FSA-2688 |Notice of Complete Land Contract Guarantee Program 176, 180
Application
G-845 Verification Request 86, 111
1-94 Arrival - Departure Record 137
I-151 Alien Registration Receipt Card 86, 111,
137
I-551 Alien Registration Receipt Card 86, 111,
137
I-571 Refugee Travel Document 137
1-688B Employment Authorization Card 137
I-765 Employment Authorization Document 137
RD-440-9 Supplementary Payment Agreement 184
RD 440-15 |Security Agreement (Insured Loans to Individuals) 150

2/ FSA-2680 dated “9-26-05” or earlier is no longer used.
3/ FSA-2681 dated “11-6-03” or earlier is no longer used.
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Reports, Forms, Abbreviations, and Redelegations of Authority (Continued)

Forms (Continued)

Exhibit 1

Display
Number Title Reference | Reference
RD 1910-5 |Request for Verification of Employment 142, 177
UCC-1 Financing Statement 94,118
Abbreviations Not Listed in 1-CM
The following abbreviations are not listed in 1-CM.
Approved
Abbreviation Term Reference
AMP Association-type Minor Program Part 4, EX. 2
HB Horse Breeder 136, 137, 144
HBL Horse Breeder Loan 1,Part7,Ex. 4
IMP Individual-type Minor Program Part 4, Ex. 2
INS Immigration and Naturalization Service 86, 111, 137
ITLAP Indian Tribal Land Acquisition Program 11,41, 42
MRLS Mare Reproductive Loss Syndrome 136, 138, 144, Ex. 16
NFAOC National Financial and Accounting Operations Center 192
NHPA National Historic Preservation Act 89, 114, 115
NOFA Notice of Funds Availability 1, Part 7
SALP Special Apple Loan Program 1,2, 86-88, 97
SDMS State Directive Management System 67
WLS workload scheduling 142,143, 149

Redelegations of Authority

None
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Exhibit 2
Definition of Terms Used in This Handbook (Continued)

*--Compromise

[7 CFR 761.2] Compromise is the settlement of an FLP debt or claim by a lump-sum
payment of less than the total amount owed in satisfaction of the debt or claim.

Controlled Substance

[7 CFR 761.2] Controlled substance is the term as defined in 21 U.S.C. 812,

Cooperative
[7 CFR 761.2] 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

[7 CFR 761.2] Corporation is a private domestic corporation created and organized under
the laws of the state in which it will operate a farm.

County

[7 CFR 761.2] County is a local administrative subdivision of a State or similar political
subdivision of the United States.--*
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Exhibit 2

Definition of Terms Used in This Handbook (Continued)

Debt Forgiveness

[7 CFR 761.2] Debt forgiveness is a reduction or termination of a debt under the Actin a
manner that results in a loss to the Agency, through:

(1) Writing down or writing off a debt pursuant to 7 U.S.C. 2001;

(2) Compromising, adjusting, reducing, or charging off a debt or claim pursuant to
7 U.S.C. 1981; or

(3) Paying a loss pursuant to 7 U.S.C. 2005 on a FLP loan guaranteed by the Agency.
Debt forgiveness does not include:
(1) Debt reduction through a conservation contract;

(2) Any writedown provided as part of the resolution of a discrimination complaint against
the Agency;

(3) Prior debt forgiveness that has been repaid in its entirety; and
(4) Consolidation, rescheduling, reamortization, or deferral of a loan.
Debt Writedown
[7 CFR 761.2] Debt writedown is the reduction of the borrower's debt to that amount the

Agency determines to be collectible based on an analysis of the security value and the
borrower's ability to pay.

Default

[7 CFR 761.2] 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.

Deferral
[7 CFR 761.2] Deferral is a postponement of the payment of interest or principal, or both.
Direct Loan

[7 CFR 761.2] Direct loan is a loan funded and serviced by the Agency as the lender.

*--Disabled

Disabled means mares that have become infertile or difficult to breed, and mares and foals that
have become unfit for sale, reproduction, training, and riding as a result of MRLS.--*
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Exhibit 2
Definition of Terms Used in This Handbook (Continued)

Disaster

[7 CFR 761.2] Disaster is an event of unusual and adverse weather conditions or other
natural phenomena, or quarantine, that has substantially affected the production of
agricultural commodities by causing physical property or production losses in a county, or
similar political subdivision, that triggered the inclusion of such county or political
subdivision in the disaster area as designated by the Agency.

Domestically-Owned Entity

[7 CFR 773.2 and 7 CFR 774.2] Domestically-owned entity is an entity organized in the
U.S. under the law of the state or states in which the entity operates and a majority of the
entity is owned by members meeting the citizenship test.

Downpayment Loan

[7 CFR 761.2] Downpayment loan is a type of FO loan made to beginning farmers and
socially disadvantaged farmers to finance a portion of a real estate purchase under
part 764, subpart E of this chapter.

Embedded Entity

[7 CFR 761.2] Embedded entity means an entity that has a direct or indirect interest, as a
stockholder, member, beneficiary, or otherwise, in another entity.

Entity (Applies to Part 4)

[7 CFR 772.2(b) Entity is a cooperative, corporation, partnership, joint operation, trust, or
limited liability company.

Entity (Applies to Part 8)

[7 CFR 761.2] Entity * * * means a corporation, partnership, joint operation, cooperative,
limited liability company, trust, or other legal business organization, as determined by the
Agency, that is authorized to conduct business in the state in which the organization
operates. Organizations operating as non-profit entities under Internal Revenue Code 501
(26 U.S.C. 501) and estates are not considered eligible entities for Farm Loan Programs
purposes.

Entity Member
[7 CFR 761.2] Entity member means all individuals and all embedded entities, as well as

the individual members of the embedded entities, having an ownership interest in the assets
of the entity.
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Exhibit 2
Definition of Terms Used in This Handbook (Continued)

False Information

[7 CFR 773.2 and NOFA I.] False information is information provided by an applicant,
borrower, or other source to the Agency which information is known by the provider to be
incorrect and was provided to the Agency to obtain benefits for which the applicant or
borrower would not otherwise have been eligible.

[7 CFR 774.2] Ealse information is information provided by an applicant, borrower, or
other source to the Agency that the borrower knows to be incorrect, and that the borrower
or other source provided in order to obtain benefits for which the borrower would not
otherwise have been eligible.

Family Farm
*--[7 CFR 761.2] EFamily farm is a business operation that:--*

(1) Produces agricultural commodities for sale in sufficient quantities so that it is
recognized as a farm rather than a rural residence;

(2) Has both physical labor and management provided as follows:

(i) The majority of day-to-day, operational decisions, and all strategic management
decisions are made by:

(A) The borrower and persons who are either related to the borrower by blood or
marriage, or are a relative, for an individual borrower; or

(B) The members responsible for operating the farm, in the case of an entity.
(if) A substantial amount of labor to operate the farm is provided by:

(A) The borrower and persons who are either related to the borrower by blood or
marriage, or are a relative, for an individual borrower; or

(B) The members responsible for operating the farm, in the case of an entity.
(3) May use full-time hired labor in amounts only to supplement family labor.

(4) May use reasonable amounts of temporary labor for seasonal peak workload periods or
intermittently for labor intensive activities.

Family Members

[7 CFR 761.2] Family members are the immediate members of the family residing in the
same household with the borrower.
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