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On October 6th, John
McCauley was appointed
the KY USDA Farm Ser-
vice Agency State Execu-
tive Director by President
When

Mr.
McCauley’s appointment,

Barack Obama.
announcing

Agriculture Secretary
Tom Vilsack stated that
“John McCauley has a
solid understanding of
the challenges and op-
portunities facing our ru-
ral communities and will
help build on the Obama
Administration’s efforts to
rebuild
rural

and revitalize
America.” Mr.

McCauley’s agriculture

roots go back to his
grandparents’ farms in
Muhlenberg County and
in the hills of eastern
Mr.
McCauley was the man-

Kentucky.

aging member of JWM
Consulting Service for
almost six years repre-
senting the agricultural
industry on issues across
the
McCauley brings over

nation. Mr.

two decades of public
service to this position.
He served as Director of
the Division of Pesticide
Regulation and as an ad-
visor to the Commis-

sioner in the KY Dept. of

John W. McCauley

Agriculture. Mr. McCauley
served in the administration
of two KY Governors and on
the staff of the House Major-
ity Leader in the KY Gen-
eral Assembly and former
U. S. Senator Walter D. Hud-
dleston.

Guaranteed Loan Making and Servicing Loans to Poultry Producers

As we all know, the poultry industry
has encountered significant eco-
nomic difficulties. Notice FLP-540
was issued on June 9, 2009, to pro-
vide guidance on the analysis and
evaluation of direct and guarantee
loan requests and loan servicing for
contract poultry growers. FSA no
“flock-to-flock”
type arrangements alone to be a

longer considers

dependable source of income or a
reasonable projection of income
when an applicant does not have a
current financial performance

history in FSA Farm Loan Pro-
grams. For income from a poultry
production contract to be consid-
ered dependable, applicants not
indebted for direct or guaranteed
loans must have a contract for a
minimum period of 3 years with an
average of 5 flocks per year. The
contract must also
provide for termi-
nation based on
objective “for
cause” criteria

only and require

that the grower be notified of spe-
cific reasons for cancellation. Part
of the reasoning behind the issu-
ance of the revised policy on fi-
nancing poultry buildings was to
mitigate additional risk the agency
incurs when we provide long term
financing with short term contract
commitments.

Did You Know? Junior lien positions are accept-
able only if the total amount of debt against the
security, including the debt in the junior lien posi-
tion, is less than or equal to 85% of the value of the
security. (2-FLP Par. 166 D)
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From the State Executive Director’s Desk . . .

It is an honor and a privilege to serve
as the Kentucky FSA State Executive
Director. I'm excited about the op-
portunity to roll up my sleeves to
work with producers and agricultural
leaders and lenders in Kentucky. The
Farm Service Agency (FSA) has an
important mission in our farming
communities to provide loans, loan
guarantees, and business planning to
eligible farmers, ranchers, and oth-
ers. There are so many issues im-
pacting agricultural communities.
Questions,

tions about farm income and ex-

concerns, and specula-

penses are in the forefront of most
farm family conversations.

e

Facing tough times and driving
changes in agricultural credit, what
does a producer want from a lender?
The Farm Service Agency’s Guaran-
teed Loan Program can be one an-
swer for both farmers and lenders.

Participating lenders can use the
Guaranteed Loan Program to
strengthen a loan’s viability through
a guarantee of up to 95 percent of
the loan amount. Lenders may also
obtain liquidity by utilizing other
funding sources through the secon-
dary market. By reselling the guar-
anteed portions, lenders reduce in-
terest rate exposure, increase their

lending capabilities, and generate

fees.

In looking at the funding reports for
the 2009 fiscal year, Kentucky used
more total direct and guaranteed
loan funds than any year sincel985.
We funded 137 guaranteed Farm
Ownership loans totaling over $22.5
million and 140 guaranteed Farm
Operating loans totaling over $21.5
million.

As I travel the state to meet our of-
fice staffs and agricultural leaders
and lenders, I want to challenge you
to use the guaranteed loan program
to help eligible farmers obtain much
needed financing.

On November 3, 2009, USDA announced the award of more than $17 million in grants to 29 institutions to address the

needs of beginning farmers and ranchers and enhance the sustainability and competitiveness of U.S. agriculture. “The

training and education provided through these grants will help ensure the success of the next generation of farmers and

ranchers as they work to feed people in their local communities and throughout the world,” Agriculture Deputy Secre-

tary Kathleen Merrigan said. Beginning farmers and ranchers interested in participating in any of the education, out-

reach, mentoring and/or internship activities are asked to contact the grantee institutions. The University of Kentucky

and Kentucky State University are partnering in the program. Additional information can be found on each university

website.

Advantages of Using the Secondary Market

The existence of the secondary mar-
ket is a strong inducement for lend-
ers to participate in guaranteed lend-
ing. By selling the guaranteed por-
tion of the loan to other investors, the
lender receives a number of advan-
tages. Participation in the Farmer
Mac II program affords lenders ready
access to competitive funding rates
that Farmer Mac obtains in the capital
markets on its debt obligations. The
program allows lenders to build cus-
tomer relationships by offering bor-
rowers a wide variety of competi-

tively priced loan products. Lenders
enhance their ROA through greater
servicing fee income. Lenders can
increase the liquidity of their guaran-
teed loan portfolios enabling them to
re-lend to new borrowers and mini-
mize interest rate risk while still offer-
ing borrowers intermediate and long-
term fixed rate loans. Any lender, or
other seller of guaranteed portions,
may participate in this program and
need not be a Farmer Mac stock-
holder.
other secondary market sources. All

Some lenders also utilize

Did You Know? When the
guaranteed loan purpose is to
refinance or restructure the
lender’s own debt, the lender may
continue to use the existing debt
instrument and attach an allonge
that modifies the terms of the

original note.
(2-FLP Par. 247A)

that is required is that the lender
make USDA guaranteed loans in
accordance with existing standards
and procedures. More information
on Farmer Mac can be found at:
http://www.farmermac.com
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Transition Rule for New Interest Assistance (IA) Agreements

As of June 8, 2007, all new Interest
Assistance (IA) Agreements (FSA-
2221) including those for begin-
ning farmers, will expire no more
than 5 years from the date of the
first IA Agreement signed by the
applicant.

The transition rules below outline
the regulatory changes for new
IA Agreements. (2-FLP Par. 224 ])

e New FSA-2221’s, for applicants
with an effective date on their
first IA Agreement after June
8, 2004, will mature 5 years
after the effective date of their
first IA Agreement or the ma-
turity date of the loan, which-
ever is earlier.

e New FSA-2221’s, for applicants
with an effective date on their first
IA Agreement between June 8,
1999, and June 8, 2004, will ma-
ture on June 8, 2009, or the matur-
ity date of the loan, whichever is
earlier.

e New FSA-2221’s, for borrowers
with an effective date on their first
IA Agreement between June 8,
1997, and June 8, 1999, will ma-
ture 10 years from the effective
date
IA Agreement.

of their first

Did You Know? A borrower may only
receive IA if their total debts
(including personal debts) prior to
the new loan exceed 50% of their total
assets (including personal assets).
(2-FLP Par. 224 D)

Annual Adjustment

to Statutory Loan Limits

In accordance with Handbook 1-

The Agency will not

e Borrowers with an effective
date on their first IA Agree-
ment before June 8, 1997, are
not eligible for IA.

Example: You have an OL applica-
The
applicant had his first IA Agreement
with an effective date of March 26,
2003. The OL was paid in full in
2005. The applicant has no active

tion with interest assistance.

guaranteed loans at this time. Even
though the applicant only used 2
years of interest assistance, the pe-
riod of interest assistance was still
in effect for the full term. The tran-
sition rule will apply and the IA
Agreement matured on June 8,
20009, as the first IA Agreement was
between the dates of June 8, 1999
and June 8, 2004.

FLP, the dollar limits of guaran- guarantee any loan 8 Did You Know? An emergency advance shall not
be used if its use will cause the total amount of

the borrower’s debt to exceed the statutory limit.

teed loans are increased each fis- that would result in

cal year based on the percentage
change in the Prices Paid by
Farmers Index as compiled by the
National Agricultural Statistics Ser-
vice, USDA. The maximum guar-
anteed loan limits for the 2010

fiscal year have been increased to
$1,112,000.

the applicant’s total

indebtedness ex-
ceeding the limits established in 1-

FLP, paragraph 29.

e The maximum Farm Ownership
and/or Farm Operating levels
include the guaranteed loan
being made plus any out-

standing direct or

Agency. The Agency will not pay interest

Did You Know? The lender will discontinue guaranteed princi-
interest accrual on the defaulted loan at the

time the estimated loss claim is paid by the

pal balances owed
by anyone who will
sign the Promissory

beyond 210 days from the payment due date. Not
ote.

(2-FLP Par. 359 A)

(>-FLP Par. 283 A)

The maximum amount of the
Line of Credit (LOC) ceiling will
be considered the outstanding
principal balance.

The total combined outstanding
direct and guaranteed FO, SW,
and OL balance cannot exceed
$1,412,000.

The total combined outstanding
direct and guaranteed FO, SW,
OL, and EM balance cannot ex-
ceed $1,912,000.
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Guaranteed Loan System (GLS) Updates

The Guaranteed Loan System
(GLS) was updated on Septem-
ber 23, 2009, to allow lenders to
submit guaranteed loan closing
fees electronically, either as
part of the loan closing in
USDA LINC or with the loan
closing forms submitted to FSA
for processing. Since this pro-
cess can enable a lender to
submit loan closing information
and the fee electronically, the

lender must maintain copies of the d
lender may submit any docu- borrower’s original sig:atures in KentUCky s TOP10
mentation required on the Con- their files.. Guarafnteed Loan
ditional Commitment electroni- Making Offices
cally. Lender’s established on A PowerPoint Training Presentation for FY 2009
the (AASM) system have the for lenders has been posted at: 1. Mayfield - 47 loans
capability of entering the Elec- www.fsa.usda.gov/Internet/FSA_File/ 812,715,780

tronic Fund Transfer (EFT) in-
formation (routing and account

the Automated
Clearing House (ACH) using Treas-

numbers) via
ury’s Pay.Gov interface to pay the
guaranteed fee when processing a
loan closing in GLS or on  USDA
LINC. This will eliminate the need
for lenders to send checks to the
Wholesale Lockbox via the field
offices.

If the lender chooses to submit
documentation electronically, the

e_submission_of guar_fees.ppt

%

. R $3,710,265
Save the Date Notice: Annual Guaranteed Lender Meetings in April 2010. .
4. Russellville - 21 loans
$6,414,150
Kentucky Guaranteed Lender News is published by the Kentucky Farm 5. Hopkinsville - 18 loans
Service Agency State Office, Farm Loan Program Division, $5,541,177
771 Corporate Drive, Ste. 100, Lexington KY 40503-5478. 6. Columbia - 17 loans
Telephone (859) 224-7333, Fax (859) 224-7432. $3,154,093
State Office Contacts: 7. Hardinsburg -16
John W. McCauley, State Executive Director loans $4,’495’198
John.McCauley@ky.usda.gov 8. Shelbyville - 15 loans
$3,776,428
Mitchell W. Whittle, Farm Loan Program Chief 9. Glasgow - 14 loans
Mitch.Whittle@ky.usda.gov $4,333,271
10. Cynthiana - 12 loans
Debra V. Hunt, Farm Loan Specialist/Guaranteed Program $1,101,642
Debra.Hunt@ky.usda.gov

Did You Know? Advantages of eAu-
thentication for guaranteed lenders:

Faster Service—Documents and
forms are submitted in real-time

Access to FSA’s Paperless System
Electronically Sign Documents
Flexibility—No software to buy
Secure and Private
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2. Springfield - 41 loans
$6,488,751
3. Stanford - 29 loans
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USDA is an equal opportunity provider and employer.

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 Independence Avenue, S.W., Washington D.C. 20250-9410, or call (800)795-3272 (voice) or (202)720-6382




