UNITED STATES DEPARTMENT OF AGRICULTURE
Farm Service Agency
Washington, D.C. 20250

Notice FSFL-178

For: State and County Offices
Section 1005 of the American Rescue Plan Act of 2021 (ARPA) for FSFL’s
Approved by: Acting Deputy Administrator, Farm Programs

1

Overview
A Background
On March 11, 2021, President Joseph R. Biden signed into law the American Rescue Plan
Act (ARPA) of 2021. Section 1005 of ARPA provides financial assistance to FSFL
borrowers who are racial or ethnic minorities. Section 1005 of ARPA provides payments to
eligible borrowers up to 120 percent of the outstanding loan balance as of January 1, 2021.
Payments are intended to pay-off the eligible borrower’s outstanding FSFL as of January 1,
2021, with the remaining funds being used to offset tax liabilities incurred by the payment.
ARPA payments are one-time payments, and the entire 120 percent will be reported as
taxable income.
B Purpose
This notice provides general information to State and County Offices on implementation
plans for Section 1005 of ARPA.
Note: Payments to FLP borrowers will be processed according to separate guidance
provided by DAFLP.
C Contact
If there are questions about this notice:
•
•

County Offices will contact the State Office
State Offices will contact both of the following:
•
•

Disposal Date
May 1, 2022
6-28-21

Toni Williams by email to toni.williams@usda.gov
Laura Schlote by email to laura.schlote@usda.gov.
Distribution
State Offices; State Offices relay to County Offices
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Section 1005 of ARPA
A Socially Disadvantaged (SDA) Definition
An SDA farmer or rancher means a farmer or rancher who is a member of a socially
disadvantaged group whose members have been subjected to racial or ethnic prejudice
because of their identity as members of a group without regard to their individual qualities, as
defined by section 2501(a) of the Food, Agriculture, Conservation, and Trade Act of 1990
(7 U.S.C. 2279(a)). Members of socially disadvantaged groups includes one or more of the
following:
•
•
•
•
•

Black (African American)
American Indian/Alaska Native,
Hispanic or Latino
Asian, and
Hawaiian/Pacific Islander.

Note: Section 2501 does not include gender.
B Eligible ARPA FSFL Borrowers
FSFL borrowers that are SDA eligible and had an outstanding FSFL as of January 1, 2021,
are eligible for an APRA payment.
At least 1 borrower or co-borrower who signed the CCC-186, FSFL Promissory Note and
Security Agreement must meet the SDA criteria according to section 2501.
If one member of an entity is SDA declared, regardless of the share percentage, the entire
FSFL is eligible for the full ARPA payment.
The CCC-186 may be used to verify FSFL borrowers or co-borrowers.
Note: If for any reason all entity members were not required to sign the CCC-186 at loan
closing, contact the National Office for additional guidance.
Important:

Co-signors are not the same as co-borrowers and are not eligible for ARPA.

If the eligible FSFL is currently paid in full, the borrower is still eligible for ARPA based on
the balance owed as of January 1, 2021.
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Section 1005 of ARPA (Continued)
C Race and Ethnicity Designation
If an FSFL borrower is uncertain of his/her demographic designation on file at the County
Office, the borrower may contact the County Office to verify their classification on record.
If an update or correction is needed, the borrower may either complete AD-2047, Customer
Data Worksheet, AD-2106, or contact the County Office to update their record, including
race and ethnicity.
County Offices must accept the completed AD-2047 or AD-2106 and properly record the
new or updated information in CRM Business Partner (BP) promptly. Borrowers are not
required to answer any qualifying questions to verify their race and ethnicity status.
If a co-borrower was not loaded in the Direct Loan System (DLS) as a related entity before
the FSFL was closed on or before January 1, 2021, and a manual CCC-186 is in the FSFL
producer’s file folder, contact the National Office for assistance.
Once the FSFL borrower’s SDA information is updated in BP and meets the SDA definition
according to subparagraph 2 A, the FSFL is eligible for ARPA.
D ARPA Rulemaking
A Notice of Funds Availability (NOFA) was published in the Federal Register on May 26,
2021, announcing ARPA program requirements.
E Program Funding
The ARPA statute provides funding as needed for Section 1005 ARPA payments.
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Section 1005 of ARPA (Continued)
F Program Timeline
There is no specific application or signup period for ARPA. However, actions are being
taken to start communicating with known SDA FSFL borrowers and provide an ARPA offer
letter.
If a timeframe or deadline is determined to be necessary, the information will be announced
publicly in the Federal Register.

3

ARPA Program Administration
A FSFL National Team
Notice FSFL-177, issued on May 25, 2021, requested names of State Office point of contacts
(POC’s) and assistant POC’s from all States that have known SDA FSFL borrowers.
The FSFL National Team will serve the role of verifying all payment calculations and
providing assistance to designated POC’s and assistant POC’s for processing and certifying
payments in OLP and NPS. After National Office approval, FSFL loan payments will be
entered in DLS by the designated POC or assistant POC, and as necessary County Office
assistance may be required.
For internal control purposes, the FSFL National Team will confirm all eligible ARPA FSFL
payments were made properly in DLS and report findings to the FSA Administrator, DAFP,
DAFLP, DAFO and respective SED’s.
B Notification to Borrower and Agreement
During the last week of April 2021, two notification letters were mailed by the National
Office to:
•

primary borrowers where the race or ethnicity is unknown in FSA records making them
aware of their unknown status and how to designate their SDA status if they are eligible,
and

•

primary borrowers where FSA records already indicate eligibility based on race or
ethnicity of the producer.

FSA-2601, Notification of FSA’s Decision – American Rescue Plan Act of 2021 (ARPA) will
serve as the offer letter and be used to notify known SDA FSFL borrowers of the ARPA offer
amount. The SDA FSFL Borrowers Report is maintained at the National Office and will
continuously be monitored and updated using information stored in BP.
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ARPA Program Administration (Continued)
B Notification to Borrower and Agreement (Continued)
Eligible borrowers will use FSA-2601 to do one of the following:
•
•
•

accept the offer and conditions
schedule a meeting to discuss with FSA before making a decision
decline the offer.

The FSA-2601 which includes the payment calculation methodology will be mailed and
emailed (if requested by the borrower) to eligible known SDA FSFL borrowers and serve as
written notification of an offer for an ARPA payment.
Eligible borrowers who prefer to receive ARPA related correspondence and an offer letter by
email should contact the County Office directly and ensure the email address on file is
correct or recorded in the system. The County Office will coordinate with the State POC
and/or assistant POC to ensure correspondence is emailed, in addition to being sent by
regular mail.
The FSFL National Team will generate FSA-2601 and provide to State POC’s and assistant
POC’s for verification and distribution.
See Exhibit 1 for an example of FSA-2601 (offer letter).
The offer letter includes an ARPA Payment Distribution Chart with important factors
outlining who will receive, sign, and acknowledge acceptance of the ARPA offer and certify
to several basic conditions and eligibility criteria.
For ARPA participation, the signor must agree to an assignment of payment to CCC. Once
the signed accepted offer is received, the assignment will be established to ensure the amount
necessary to pay off the eligible FSFL is remitted directly CCC.
After an ARPA accepted offer is received, the POC and/or assistant POC will work directly
with the FSFL National Team for additional guidance.
State and County Offices are not authorized to create or modify the offer letter which
includes the payment calculation worksheet.
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ARPA Program Administration (Continued)
B Notification to Borrower and Agreement (Continued)
All eligible ARPA FSFL borrowers should review their FSFL documents and payment
history, and then compare their records to those that will be described in the offer letter.
If the offer letter is incorrect, the borrower may contact the County Office as described in the
offer letter to request a meeting with an FSA employee to discuss the payment calculations or
other factors prior to acceptance of the offer. If corrections are needed, a new offer letter will
be provided by the National Office only. If disagreement still remains, the FSFL borrower
will be provided with appeal options.
If the offer letter is destroyed or lost, the FSFL borrower may contact the County Office to
obtain a new copy of the offer letter.
Eligibility for future FSFL’s will not be affected by receipt of an ARPA payment. However,
the statutory and regulatory factors for FSFL loan making will still apply, such as borrower
eligibility, loan repayment feasibility, and loan security, if applicable.
For all cases involving deceased producers, the National Office must be contacted for
guidance.
C No Response Received from Eligible ARPA FSFL Borrowers
If the County Office does not receive a response from the known SDA borrower and/or
co-borrowers within 30 calendar days, a reminder letter (FSA-2603) will be sent to the
borrower stating they have an additional 30 calendar days to respond to the ARPA offer.
FSA will send a reminder letter and make a telephone call or send an email if the contact
information is on file.
If a response to accept or decline an offer is not received after 60 calendar days from the date
of the initial offer, State and/or County Office will provide a second reminder notification
(FSA-2604) to those borrowers that a payment will not be processed unless the office is
contacted by the eligible recipient.
FSA 2603 and FSA-2604 are available on the FSA intranet forms site.
Currently, there is no final deadline to accept the ARPA offer. However, if a final deadline is
established, the information will be publicly announced, and a final notification will be
provided to eligible known SDA borrowers at least 30 calendar days in advance of the
deadline.
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ARPA Program Administration (Continued)
D ARPA FSFL Repayment
For all eligible ARPA loan payments, January 1, 2021, will be used as the date of repayment,
all outstanding principal and interest (P&I) will be paid in full and there will be no
outstanding amount due from the borrower for the FSFL.
Example: James Carter (Caucasian-primary) and Maria Carter (Hispanic-co-borrower) are
considered an informal entity and a married couple. The Carters have an
outstanding FSFL balance in the amount of $126,330.00 (including P&I), as of
January 1, 2021. Both borrowers have equal shares in the FSFL. FSFL No.
2019/00002 was disbursed on April 27, 2019. The entire FSFL is eligible for
ARPA because Maria is Hispanic and the entire outstanding FSFL debt will be
paid in full using the repayment date of January 1, 2021, in DLS.
If FSFL payments were received after January 1, 2021, and applied in DLS, the payments
will be reversed either by the FSFL National Team and/or POC, assistant POC, and as
necessary, County Office staff, and refunded to the FSFL borrowers.
E Direct Payment to Distribution to Eligible ARPA FSFL Borrowers
As part of the written notification of an offer for a payment, the payment calculation
worksheet will include a separate payment for a direct payment of 20 percent to the eligible
FSFL borrowers.
The direct ARPA payment to eligible borrowers will not exceed 20 percent of the total FSFL
pay off amount as of January 1, 2021.
Example: As provided in subparagraph 3 D, Joseph and Maria Carter’s FSFL No.
2019/00002 will be paid in full in the amount of $126,330.00. They are also
eligible to receive a 20 percent ARPA payment in the amount of $25,266.00.
Exhibit 1 must be followed to determine who will sign the offer letter and receive
the full payment.
The intent of the 20 percent direct payment is to assist FSFL borrowers with costs incurred
due to the loan pay off, such as lien releases and tax liabilities.
F ARPA Fees
There are no associated fees to participate or receive an ARPA payment. County Office
employees must assist borrowers with ARPA questions free of charge and will help
borrowers complete any required documents. State Office POC’s and/or assistant POC’s
must be notified that assistance has been requested.
Participants will not need a third party to access this assistance.
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ARPA Program Administration (Continued)
G FSFL Security Releases
After the ARPA payment has been processed and the FSFL is paid in full and there is real
estate or other security instruments pledged as security for the FSFL, the County Office will
remind borrowers of their responsibility to file and/or record the lien release with the
applicable office or entity in the county/State where the security is located.
H Tax Form IRS-1099 G
All ARPA payments will be reported to IRS as income using IRS-1099 G, in accordance
with applicable requirements. It is recommended, eligible borrowers should consult with a
tax professional to discuss any tax implications.
Note: IRS-1098 will be sent to the primary borrower only and borrowers may seek tax
advice on how best to file.
I

ARPA Additional Resources
The ARPA NOFA may be accessed at https://public-inspection.federalregister.gov/202111155.pdf.
ARPA Frequently Asked Questions may be accessed at
https://www.farmers.gov/americanrescueplan.
The American Rescue Plan Fact Sheet may be accessed at
https://www.usda.gov/media/press-releases/2021/03/10/fact-sheet-united-states-departmentagriculture-provisions-hr-1319
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Example of FSA-2601
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Example of FSA-2601 (Continued)
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Example of FSA-2601 (Continued)
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Example of FSA-2601 (Continued)
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Example of FSA-2601 (Continued)
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