
Kentucky FSA Guaranteed Lender News

LO-DOC LOANS OF $125,000 OR LESS FOR SEL LENDERS

Standard Eligible Lenders (SEL) may avoid providing certain documentation to FSA on guarantee requests of
$125,000 or less.  These applications require only the Form FSA 1980-25, “Application for Guarantee,” a good
loan narrative, the applicant’s current balance sheet, the proposed cash flow budget, the description of the tracts
to be farmed, entity information as applicable, a current credit report and their servicing plan for the applicant.
We are allowed to treat the application as a Lo-Doc loan if the lender applies for both a Farm Ownership (FO)
guarantee of $125,000 or less and a OL/LOC guarantee of $125,000 or less.  The maximum loan package that
may be processed under the Lo-Doc program is $250,000.  We would require some additional information if
Interest Assistance (our interest subsidy) was requested on the OL/LOC guarantee.

We encourage SEL lenders to utilize the Lo-Doc program in order to cut both the processing time and cost on
some of your smaller agricultural loans.

“FARM LOANS ARE GOOD BUSINESS -- WE GUARANTEE IT!!”
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        Jeffery S. Hall
State Executive Director

Another crop year is upon us and with it the challenges
of a continuing drought, increased energy costs, etc.
You may access the KY FSA Website at fsa.usda.gov/
ky/ to obtain updates on all our programs through the
March FSA newsletter.

Please call on us when we may assist you in helping
Kentucky farmers meet their credit needs.  We look
forward to seeing you at the Lender’s Meetings later
this year!

THE BOTTOM LINE
by Clayton Rye

There’s a very fine line I dare not cross
It is the difference between profit and loss.

From my income I subtract my expense,
Then that thin line is like a fence

Dividing two colors, black and red,
One color I want, the other I dread,

Maybe that line is like a ledge
Go too far and I’m over the edge,

Or is it a tightrope that must be crossed?
A slip or a fall and all is lost.

Controlling my risk, leaving little to chance.
Move steady and slow to keep my balance.

Many ropes to cross in my farming career,
I walk this tightrope year by year.

I spend my money and place my bet.
Insurance and the FSA are my safety net.

Sometimes there’s too little, sometimes too much.
Whether it’s rain, sun, markets, and such.
Each decision becomes a step on the rope

Made with the facts mixed with some hope.
Walking the tightrope, doing our best.

No place to turn around, no place to rest.
I can look worried and sometimes frown

As long as I concentrate and not look down.
Don’t be scared and try not to flinch.
Moving step by step and inch by inch.

It’s good to be cautious, but not to despair.
When things get tough, there’s always prayer.
We walk the tightrope from beginning to end.

Then next year start over and come back again.
Walking the tightrope between profit and loss,

It’s a very fine line and it’s the boss.

USING THIRD PARTY APPRAISALS

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

• appraisal was completed within the previous 12
months.
• appraisal was signed by a State certified
general appraiser licensed in the State where the
property is located
• intended use stated in the report is consistent
with FSA’s need.

Notes:  An administrative review must be con-
ducted by the appropriate Agency official (Farm
Loan Manager or Farm Loan Officer).

FSA does not need to be listed as an intended user in
a third party appraisal report for any direct or guaran-
teed loan making or servicing action; however, FSA
must verify that the appraisal was ordered by and
prepared for a federally-regulated financial institu-
tion.  Borrower-ordered appraisals are not acceptable
for loan making or loan servicing actions except as
provided in FSA regulations involving special direct
loan servicing actions.
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OFFSET ON GUARANTEES AFTER
FINAL LOSS CLAIM

2-FLP Handbook, Amendment 18, issued on May 19,
2004, covers changes involving offset of federal
payments to guaranteed borrowers.  As a reminder,
this can only come into play after payment of a final
loss claim on a guarantee approved on or after July
20, 2001.  The offset will not be applicable if the
borrower(s)’ debts have been discharged in bank-
ruptcy.  We will attempt to summarize some of the
major issues involving the offset, as they affect
guaranteed lenders, as follows:

•     You must now include in the initial guarantee
application narrative the name, social security
number and address of any co-borrowers or co-
signers.

•     The same information as above is required
for these parties at the time of restructuring of an
existing guaranteed loan or at the time of submis-
sion of a final loss claim.

•     For guarantees approved on or after July 20,
2001, FSA National Office concurrence must be
given to any liable party’s release of liability.
Such an action must be clearly in the best interest
of the guaranteed lender and FSA.

•     On cases affected by offset you may not issue
an IRS-1099 C on the guaranteed portion of the
loan.  Once FSA has concluded its collection
efforts, we will cancel any remaining balance of
the guaranteed portion of the loan and notify IRS
accordingly.  You may make your own decision
of the non-guaranteed portion of the loan after
the three-year recovery period following payment
of the final loss claim.

The offsets will include both administrative
offsets of FSA program payments and Treasury
offsets of all Federal payments to liable parties.

UPDATE ON LENDER MEETINGS

We will hold our annual lender meetings later in the
year due to some changes anticipated in our pro-
grams.  We will give everyone ample notice of the
meeting sites and times.

BEGINNING FARMER
DOWNPAYMENT  FARM

OWNERSHIP LOAN PROGRAM
This FSA loan program is designed to allow begin-
ning farmers to purchase farm real estate which does
not exceed $250,000 in cost.

The program, commonly referred to as the 50/40/10
loan program, has the following requirements:
•     Borrower making a 10% downpayment

•     FSA providing a 40% direct junior lien loan
        for 15 years fixed at 4%

•     Commercial lender financing the 50%
       balance amortized over 30 years in a first
       lien position.  This loan may be guaranteed
       by FSA, but this is not a requirement.

Contact your local Farm Loan Manager for more
information.
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Farm Loan Program Division
771 Corporate Drive, Ste. 100

Lexington KY 40503-5478
Telephone:  (859) 224-7333

Fax:  (859) 224-7432
E-mail:  kyfsaso@ky.usda.gov

LOANS FOR SOCIALLY
DISADVANTAGED APPLICANTS

The Farm Service Agency can make direct and
guaranteed loans to socially disadvantaged appli-
cants to buy and operate family-size farms and
ranches.  Funds for these loans are reserved each
year.

A socially disadvantaged applicant is one of a group
whose members have been subjected to racial, ethnic
or gender prejudice because of his or her identity as
a member of this group without regard to his or her
individual qualities.  For purposes of this program,
socially disadvantaged groups are women, African
Americans, Alaskan Natives, Hispanics, Asian
Americans and Pacific Islanders.

Direct loans my be made to applicants by FSA for
both farm operating and farm ownership loans.
Guaranteed farm loans also may be made for owner-
ship or operating purposes, and may be made by any
lending institution subject to federal or state supervi-
sion (e.g., banks and units of the Farm Credit Sys-
tem) and guaranteed by FSA.  FSA typically guaran-
tees 90 or 95 percent of a loan against any loss that
might be incurred if the loan fails.  Persons who are
primarily and directly engaged in farming and
ranching on family-sized operations may apply.

Socially disadvantaged loan applicants do not
receive automatic approval.  Individual applicants
under this program must meet all requirements for
FSA’s regular farm loan program assistance.

 The United States Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis of  race, color,  national
origin, age, disability, and where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic information,
political beliefs, reprisal, or because all or part of an individual’s income is derived from any public assistance program.  (Not all prohibited bases
apply to all programs.)  Persons with disabilities who require alternative means for communication of program information (Braille, large print,
audiotape,  etc.) should contact USDA’s TARGET Center at 202-720-2600 (voice and TDD).  To file a complaint of Discrimination, write to USDA,
Director, Office of Civil Rights, 1400 IndependenceAvenue, S.W., Washington, D.C.  20250-9410, or call (800)795-3272 (voice) or (202)720-6382
(TDD).  USDA is an equal opportunity provider and employer.

The FSA makes direct loans to individual rural
youths to establish and operate income-producing
projects of modest size in connection with their
participation in 4-H, FFA, or similar organizations.
To obtain a loan, a youth must be between 10 and
20 years of age, live
in open country or in a town of less than 10,000
people and have the recommendation of a project
advisor or school official.  This same individual
must also recommend the project itself and agree to
provide adequate supervision.  The youth’s family
should also concur and be supportive of the loan.
Youth Project Loan funds may be used to buy ani-
mals, equipment and supplies and to pay operating
expenses of the agricultural project.

A loan may be made for up to $5,000 for a modest-
sized project.  The interest rate is the current direct
Operating Loan rate at the time of loan approval.  All
loans are approved at a fixed interest rate.  The youth
must sign a promissory note and give the FSA a
security interest in the property being purchased with
loan funds and the products produced for sale.  The
FSA does not require co-signature by the youth’s
parents.

Applications may be made at the local FSA office.
This is a good program in that it assists rural youths
in earning income while learning the responsibility of
obtaining credit and from the project itself.

STATE OFFICE CONTACTS:

  -  Jeffery S. Hall, State Executive Director
       Jeff.Hall@ky.usda.gov

     - James “Butch” Dunsmore, Farm Loan Chief
        James. Dunsmor@ky.usda.gov

    -  Mitchell W. Whittle, Farm Loan Specialist
        Mitch.Whittle@ky.usda.gov

YOUTH PROJECT LOANS


