§766.114

(7) The amount of debt forgiveness
does not exceed $300,000.

(b) Buyout time frame. After the Agen-
cy offers current market value buyout
of the loan, the borrower has 90 days
from the date of Agency notification to
pay that amount.

§766.114 State-certified mediation or
voluntary meeting of creditors.

(a) A borrower who is unable to de-
velop a feasible plan but is otherwise
eligible for primary loan servicing may
request:

(1) State-certified mediation; or

(2) Voluntary meeting of creditors
when a State does not have a certified
mediation program.

(b) Any negotiation of the Agency’s
appraisal must be completed before
State-certified mediation or voluntary
meeting of creditors.

§766.115 Challenging the Agency ap-
praisal.

(@) A borrower considered for pri-
mary loan servicing who does not agree
with the Agency’s appraisal of the bor-
rower’s assets may:

(1) Obtain a technical appraisal re-
view of the Agency’s appraisal and pro-
vide it at the reconsideration or appeal
hearing;

(2) Obtain an independent appraisal
completed in accordance with §761.7 as
part of the appeals process. The bor-
rower must:

(i) Pay for this appraisal;

(ii) Choose which appraisal will be
used in Agency calculations, if the dif-

7 CFR Ch. VI (1-1-08 Edition)

ference between the two appraisals is
five percent or less.

(3) Negotiate the Agency’s appraisal
by obtaining a second appraisal.

(i) If the difference between the two
appraisals is five percent or less, the
borrower will choose the appraisal to
be used in Agency calculations.

(ii) If the difference between the two
appraisals is greater than five percent,
the borrower may request a third ap-
praisal. The Agency and the borrower
will share the cost of the third ap-
praisal equally. The average of the two
appraisals closest in value will serve as
the final value.

(iii) A borrower may request a nego-
tiated appraisal only once in connec-
tion with an application for primary
loan servicing.

(iv) The borrower may not appeal a
negotiated appraisal.

(b) If the appraised value of the bor-
rower’s assets changes as a result of
the appealed appraisal or the nego-
tiated appraisal, the Agency will recon-
sider its previous loan servicing deci-
sion using the new appraisal value.

(c) If the appeal process results in a
determination that the borrower is eli-
gible for primary loan servicing, the
Agency will use the information uti-
lized to make the appeal decision, un-
less stated otherwise in the appeal de-
cision letter.

§§766.116-766.150 [Reserved]

APPENDIX A TO SUBPART C OF PART 766
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This form is available electronicaily.
FSA-2512 U.S. DEPARTMENT OF AGRICULTURE Position 4
{12-31-07) Farm Service Agency

NOTICE OF AVAILABILITY OF LOAN SERVICING TO BORROWERS WHO ARE
CURRENT, FINANCITALLY DISTRESSED, OR LESS THAN 90 DAYS PAST DUE

This notice informs you of servicing options that may be available to current borrowers, financially distressed borrowers,
or borrowers less than 90 days past due. The Agency’s primary loan servicing programs, Conservation Contract Program,
Homestead Protection Program, and debt settlement programs may help you resolve your financial distress, repay your
loan, retain your farm property or settle your Farm Loan Programs (FLP) debt.

How to apply

To apply, you must complete, where applicable, and provide all items required in paragraph (f).

Help in responding to this notice

The servicing options available to you may become complicated. You may need help to understand them and their impact
on your operation. You may want to ask an attorney to help you or there are organizations that give free or low-cost
advice to farmers. You may contact your State Department of Agriculture or the U. S. Department of Agriculture
(USDA) Extension Service for available services in your State.

Note: Agency employees cannot recommend a particular attorney or organization.

Who will decide if you qualify?

After you submit a complete application, the Agency will determine if you meet all eligibility requirements and can
develop a farm operating plan that shows that you can pay all debts and expenses.

What happens if you do not apply?

If you do not timely apply to this notice and you become 90 days past due on your loans, the Agency will notify you of
available loan servicing by sending you FSA-2510, “Notice of Availability of Loan Servicing to Borrowers Who Are 90
Days Past Due.”

What happens if you do not apply?

If you do not timely apply to this notice and you become 90 days past due on your loans, the Agency will notify you of
available loan servicing by sending you FSA-2510, “Notice of Availability of Loan Servicing to Borrowers Who Are 90
Days Past Due.”

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its progi 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 ive means for co ication of program it jon { Braille, farge 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, SW., Washington, DC 20250-3410, or call (800) 795-3272 (voice) or (202) 720-6382 (TDD). USDA is an equal opportunity
provider and employer.
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Included with this notice you will find information on:
(a) Primary loan servicing programs;
(b) Conservation Contract Program;
(c) Current market value buyout;
(d) Homestead Protection Program;
(e) Debt settlement programs;
(f) Forms, documentation, and information needed to apply;
(g) How to get copies of the Agency's handbooks and forms;
(h) Reconsideration, mediation, negotiation and appeal rights;
(i) The right not to be discriminated against.

(a) Primary Loan Servicing Programs
Eligibili
You must meet the following eligibility requirements to obtain primary loan servicing:
(1) You are financially distressed or delingquent due to one of the following circumstances beyond your control:
(i) Illness, injury, or death of a borrower or other individual who operates the farm;
(ii) Natural disaster, adverse weather, disease, or insect damage which caused severe loss of agricultural
production;
(iti) Widespread economic conditions such as low commodity prices;
(iv) Damage or destruction of property essential to the farming operation; or

(v) Loss of, or reduction in, your or your spouse’s essential non-farm income.

(2) You do not have non-essential assets for which the net recovery value is sufficient to resolve your financial
distress. The Agency cannot write down or write off debt that you could pay with the value of your equity in these assets.

(3) If you are in non-monetary default as a result of non-compliance with the Agency’s loan agreements, you must
resolve the non-monetary default prior to closing the servicing action.

(4) You must have acted in good faith in all past dealings with the Agency and in accordance with your loan
agreements.

Time limits

If the Agency determines that you are eligible for primary loan servicing and can develop a feasible plan, you will
have 45 days from notice to accept the Agency’s offer for loan servicing.

Lien requirements

If you are delinquent, are offered loan servicing, and accept the offer, you must agree to give the Agency a lien on
your other assets and you must provide this lien at closing.

Payment of interest

You must pay a portion of the interest that has accrued on your loans prior to closing the servicing action.
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Youth Loans
If you have a Youth Loan, it is not eligible for debt writedown, current market value buyout, or limited resource
interest

rates, but can be rescheduled or deferred. This has no effect on any other loans you may have with the Agency.

Loan consolidation, rescheduling, and reamortization

In loan consolidation, the unpaid principal and interest of two or more operating loans can be combined into one
larger operating loan.

In loan rescheduling, the repayment schedule may be changed to cure the financial distress or delinquency and give
you new terms to repay loans made for equipment, livestock, or annual operating purposes.

In loan reamortization, the repayment schedule may be changed to cure the financial distress or delinquency and give
you a new schedule of repayment on loans made for real estate purposes.

When loans are consolidated, rescheduled or reamortized the interest rate will be the lesser of

(1) The interest rate for that type of loan on the date a complete servicing application was received;

(2) The interest rate for that type of loan on the date of restructure; or

(3) The lowest original loan note rate on any of the original notes being restructured.
In addition, the Agency will consider the maximum loan terms.
Limited resource interest rate
Limited resource interest rates are available for certain types of loans. If you have existing loans which are not at the
limited resource rate, and a limited resource rate is available, the Agency will consider reducing the rate of the loans.
The limited resource interest rate can be as low as five percent, however, this rate may change depending on what it
costs the Government to borrow money.
For information about current interest rates, contact this office.
Loan deferral
Partial or full payments of principal and interest may be temporarily delayed for up to 5 years. You will only be
considered for loan deferral if the loan servicing programs discussed above will not allow you to pay all essential
family living and farm operating expenses, maintain your property, and pay your debts.
You must be able to show through a farm operating plan that you are unable to pay all essential family living and farm
operating expenses, maintain your property, and pay your debts. The farm operating plan must also show that you

will be able to pay your full installment at the end of the deferral period.

The interest that accrues during the deferral period must be paid in yearly payments for the rest of the loan term after
the deferral period ends.
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Debt writedown

Debt writedown can reduce the principal and interest on your loan. The Agency offers a writedown only to
delinquent borrowers when the loan servicing programs discussed above and the Conservation Contract Program, if
requested, will not result in a feasible plan. To receive debt writedown, the value of your restructured loan must be
equal to or greater than the recovery value to the Agency from foreclosure and repossession of your security property.

The recovery value is the market value of:

(1) The collateral pledged as security for your FLP loans minus expenses (such as the sale costs, attorneys’ fees,
management costs, taxes, and payment of prior liens) on the collateral that the Agency would have to pay if it foreclosed,
or repossessed, and sold the collateral;

(2) Any collateral that is not in your possession and has not been released for sale by the Agency in writing; and

(3) Any other non-essential assets you may own.

A qualified appraiser determines the value of the collateral and any other assets you own. You may receive a
writedown only if you are delinquent on your FLP loan and you have not previously received any form of debt
forgiveness on any other FLP direct loan. The maximum amount of debt that can be written down on all direct loans
is $300,000.

Shared Appreciation Agreement

If you own real estate and receive a debt writedown, you must sign a Shared Appreciation Agreement. The term of
the agreement is 5 years. Under the terms of the agreement you must repay all or a part of the amount written down at
the maturity of your Shared Appreciation Agreement if your real estate collateral increased in value.

Payment of shared appreciation will be required prior to the maturity of your Shared Appreciation Agreement if you:

(1) Sell or convey the real estate;

(2) Stop farming;

(3) Pay off your entire FLP debt; or

(4) Have your FLP accounts accelerated by the Agency.

If any of these events occur within the first 4 years of the agreement, you will have to pay 75 percent of the increase
in value of the real estate. If any of these events occur after the fourth anniversary of the agreement, or if the Shared
Appreciation Agreement matures without having previously been fully triggered, you will have to pay only 50 percent
of the increase in value. You will not have to pay more than the amount of the debt written down.

(b) Conservation Contract Program

You may request a Conservation Contract to protect highly erodible land, wetlands, or wildlife habitats located on
your real estate property that serves as security for your FLP debt. In exchange for such contract, the Agency would
reduce your FLP debt. The amount of land left after the contract must be sufficient to continue your farming
operation.

(c

~

Current Market Value Buvout

If you are delinquent and the analysis of your debt shows that you cannot achieve a feasible plan even if the present
value of your FLP debt is reduced to the value of the security, the Agency may offer you buyout of your FLP debt.
You would pay the market value of all FLP security and non-essential assets, minus any prior liens. The market value
is determined by a current appraisal completed by a qualified appraiser. In exchange, your loans would be satisfied.
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Limits
To receive a current market value buyout offer:

(1) You must not have previously received any form of debt forgiveness from the Agency on any other direct
FLP loan;

(2) The maximum debt to be written off with buyout does not exceed $300,000; and

(3) You must not have non-essential assets with a net recovery value sufficient to pay your account current.

Eligibili

To qualify, you must prove that:
(1) You cannot repay your delinquent FLP debt due to circumstances beyond your control; and
(2) You have acted in good faith in all past dealings with the Agency and in accordance with your loan
agreements.

Time limits

To buyout your FLP debt at the current market value, you must pay the Agency within 90 days of the date you receive
the offer.

Method of payment
To buyout your FLP debt at the current market value, you must pay by cash, cashier’s check, or U.S. Treasury check.

The Agency will not make or guarantee a loan for this purpose.

(d) Homestead Protection Program

Under the Homestead Protection Program, you may repurchase your primary residence, certain outbuildings, and up
to 10 acres of land. If you cannot pay cash or Agency financing is not available, you may lease your primary
residence. The lease will include an option for you to purchase the property you lease.

This program may apply when primary loan servicing or the Conservation Contract Program are not available or are
not accepted.

You must agree to give the Agency title to your land at the time the Agency signs the Homestead Protection
Agreement with you. The Agency will compute the costs of taking title including the cost of paying other creditors
with outstanding liens on the property. The Agency will take title only if it can obtain a positive recovery.

Eligibility requirements

(1) Your gross annual income from the farming operation must have been similar to other comparable operations
in your area in at least two of the last 6 years.

(2) Sixty percent (60%) of your gross annual income in at least two of the last 6 years must have come from the
farming operation.

(3) You must have lived in your homestead property for 6 years immediately before your application. If you had
to leave for less than 12 months during the 6-year period and you had no control over the circumstances, you may still
qualify.

(4) You must be the owner of the property immediately prior to the Agency obtaining title.
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(e

N

Property restrictions and easements

The Agency may place restrictions or easements on your property which restrict your use if the property is located in
a special area or has special characteristics. These restrictions and easements will be placed in leases and in deeds on
properties containing wetlands, floodplains, endangered species, wild and scenic rivers, historic and cultural
properties, coastal barriers, and highly erodible lands.

Leasing the homestead property

(1) You must pay rent to the Agency to lease the property determined eligible for homestead protection. The rent
the Agency charges will be similar to comparable property in your area.

(2) You must maintain the property in good condition during the term of the lease.

(3) You may lease the property for up to 5 years but no less than 3 years.

(4) You cannot sublease the property.

(5) If you do not make the rental payments to the Agency, the Agency will cancel the lease and take legal action
to force you to leave.

(6) Lease payments are not applied toward the final purchase price of the property.

Purchasing the homestead protection property

You can repurchase your homestead property at market value at any time during the lease. The market value of the
property will be decided by a qualified appraiser and will reflect the value of the land after any placement of a
restriction or easement such as a wetland conservation easement.

Debt Settlement Programs

You can apply for debt settlement at any time; however, these programs are usually used only after it has been
determined that primary loan servicing programs and the Conservation Contract Program cannot help you. Under the
debt settlement programs, the FLP debt you owe the Agency may be settled for less than the amount you owe. These
programs are subject to the discretion of the Agency and are not a matter of entitlement or right. The Agency will not
finance these alternatives.

Settlement alternatives

Settlement alternatives include:

(1) Compromise: A lump-sum payment of less than the total FLP debt owed;

(2) Adjustment: Two or more payments of less than the total amount owed to the Agency. Payments can be
spread out over a maximum of 5 years if the Agency determines you will be able to make the payments as they
become due; and

(3) Cancellation: Satisfaction of Agency debt without payment.

Processing and requirements

If you sell loan collateral, you must apply the proceeds from the sale to your FLP loans before you can be considered
for debt settlement. In the case of compromise or adjustment you may keep your collateral, if you pay the Agency the
market value of your collateral along with any additional amount the Agency determines you are able to pay.

Debt amounts which are collectible through administrative offset, judgment, or by the Department of the Treasury
will not be settled through debt settlement procedures. You must certify that you do not have assets or income in
addition to what you stated in your application. If you qualify, your application must also be approved by the State
Executive Director or the Administrator, depending on the amount of the debt to be settled.
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(f) Forms, documentation, and information needed to apply

A complete application for primary loan servicing must include items (1) through (10). Additional information is
required as noted if you want to be considered for the Conservation Contract Program or debt settlement programs. If
you need help to complete the required forms, you may request an Agency official to assist you. The forms for
requirements (1) through (8) and (11) are included with this package.

(1) FSA-2513, “Borrower Response to Notice of the Availability of Loan Servicing — For Borrowers who
Received FSA-2512" signed by all borrowers.

(2) FSA-2001, “Request for Direct Loan Assistance.”

(3) FSA-2002, “Three Year Financial History” or other financial records, including copies of your income tax
returns and any supporting documents, for each of the 3 years immediately preceding the year of application or the
years you have been farming, whichever is less and if not already in the Agency case file. If your copies of tax
returns are not readily available, you can obtain copies from the Internal Revenue Service.

(4) FSA-2003, “Three Year Production History,” or any other format that provides production and expense
history for crops, livestock, livestock products, etc., for each of the 3 years immediately preceding the year of
application or the years you have been farming, whichever is less and if not already in the Agency case file. You
must be able to support this information with farm records.

(5) FSA-2004, “Authorization to Release Information.” The Agency will use this form to verify your debts and
assets, as well as your non-farm income.

(6) FSA-2005, “Creditor List.” The Agency will use this form to verify your debts. Any debts less than $1,000
can be verified by a credit report. If debts of $1,000 or more appear on your credit report and the creditor is not listed
on FSA 2005, the application cannot be considered complete.

(7) FSA-2037, “Farm Business Plan Worksheet — Balance Sheet.” In the case of an entity, the entity and all
entity members must provide current financial statements.

(8) FSA-2038, “Farm Business Plan Worksheet — Projected/Actual Income and Expenses,” or other acceptable
farm operating plan.

(9) AD-1026, “Highly Erodible Land Conservation (HELC) and Wetland Conservation (WC) Certification.”
You will be required to complete this form if the one you have on file does not reflect all the land you own and lease.
(10) SCS-CPA-026, “Highly Erodible Land and Wetland Conservation Determination.” This form must be
obtained from and completed by the Natural Resources Conservation Service office, if not already on file with the

Agency.

(11) RD 1956-1, “Application for Settlement of Indebtedness.” Complete this form only if you wish to apply for
debt settlement. You must also comply with any Agency request for additional information needed to process a debt
settlement request.

(12) If you are applying for a Conservation Contract, a map or aerial photo of your farm identifying the portion
of the land and approximate number of acres to be considered.

Divorced spouses

If you are an FLP borrower who has left the farming operation due to divorce, you may request release of liability. To
be released of liability after a divorce, you must present the Agency with the following within 60 days of receiving
this notice:

(1) A divorce decree or property settlement document which states the remaining party will be responsible for all
repayment to the Agency;

(2) Evidence that you have conveyed your ownership interest in FLP security to the remaining party; and

(3) Evidence that you do not have any repayment ability for the FLP loan through cash, income, or other non-
essential assets.
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The Agency will make a determination on your request and will inform you of the decision within 60 days of
receiving your request.

If you are not released of liability, you will need to include all of your relevant financial information if applying for
primary loan servicing, homestead protection, or debt settlement programs.

How to get copies of Agency handbooks and forms

Copies of the forms for requirements (f)(1) through (£)(8) and (f)(11) have been included in this package. You may
obtain copies of Agency handbooks, which include the pertinent regulations, describing available programs or
additional copies of forms from this office.

Reconsideration, mediation, negotiation, and appeal rights

Reconsideration, mediation, negotiation, and appeal rights will be provided to you if the Agency makes an adverse
decision on your request for loan servicing or prior to acceleration of your account.

Reconsideration

If you are determined by the Agency to be ineligible for loan servicing, or if you cannot develop a feasible plan, you
may request a reconsideration meeting with the Agency. You must request reconsideration within 30 days of the date
you receive the adverse decision. At a reconsideration meeting, you may present additional information to the
Agency and explain why you believe the adverse decision to be in error. If the meeting does not change the Agency
decision, you will be notified and provided 30 days to request mediation, negotiation, or appeal as outlined below.

Mediation

Mediation is a process for resolution of a disagreement. A trained neutral mediator assists two or more parties in
dispute to look at the issues, consider all available options, and attempt to agree on an acceptable solution. If your
State has a mediation program approved by the USDA, the Agency will participate in mediation. If there is no State
mediation program, the Agency may help you to set up a meeting with your other creditors. If you wish to request
mediation, you must make such request within 30 days of your receipt of an adverse Agency decision. If you request
mediation prior to requesting an appeal, the 30-day time period for requesting an appeal will be temporarily
suspended. If mediation fails to resolve your dispute with the Agency, only the balance of the 30 days will remain to
request an appeal.

Negotiation of the appraisal

If you timely submit a complete application for primary loan servicing, but disagree with the appraisal used by the
Agency for processing your primary loan servicing request, you will have 30 days to obtain, at your own expense, an
independent appraisal which conforms to published Agency appraisal standards. If this independent appraised value
is within five percent of the value of the Agency appraisal, you must choose one of these two appraisals for the
Agency to use to continue processing your request. If the appraisals differ by more than five percent, you may request
a third appraisal for which you must pay half of the cost, and the average of the two appraisals closest in value is
taken as the final appraised value to be used in considering your request. If you wish to request both negotiation of
the appraisal and mediation, these should be requested at the same time so the negotiation of the appraisal can be
concluded prior to mediation. If not requested at the same time, negotiation of the appraisal must be requested first.
Negotiated appraisals are not appealable but other issues can still be appealed after negotiation. If you request
negotiation of the appraisal prior to requesting an appeal, the 30-day time period for requesting an appeal will be
temporarily suspended. If negotiation of the appraisal fails to resolve your dispute with the Agency, only the balance
of the 30-day time frame will remain to request an appeal on issues other than the negotiated appraisal.
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Appeal

Appeal is a process under which you present evidence to USDA’s National Appeals

Division which demonstrates why you believe that the Agency’s adverse decision is wrong. Subject to the deadline
suspensions discussed above, your request for an appeal must be postmarked no later than 30 days from the date you
received the Agency's adverse decision.

(i) The right not to be discriminated against

The Federal Equal Credit Opportunity Act prohibits creditors from discriminating against credit applicants on the
basis of race, color, religion, national origin, sex, marital status, age (provided the applicant has the capacity to enter
into a binding contract); because all or part of the applicant’s income derives from any public assistance program; or
because the applicant has in good faith exercised any right under the Consumer Credit Protection Act. The Federal
agency that administers compliance with this law is the Federal Trade Commission, Equal Credit Opportunity,
‘Washington, D.C. 20580.

The servicing programs described by this Notice are subject to applicable Agency regulations published at
7 CFR Part 766.

[72 FR 74153, Dec. 31, 2007] APPENDIX B TO SUBPART C OF PART
766—NOTICE OF AVAILABILITY OF
LOAN SERVICING TO BORROWERS WHO
ARE CURRENT, FINANCIALLY Dis-
TRESSED, OR LESS THAN 90 DAYs
PAST DUE
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NOTICE OF AVAILABILITY OF LOAN SERVICING
TO BORROWERS WHO ARE 90 DAYS PAST DUE

This notice informs you that you are seriously delinquent with your Farm Loan Programs (FLP) loan payment and notifies
you of options that may be available to you. The Agency’s primary loan servicing programs, Conservation Contract
Program, current market value buyout, Homestead Protection Program, and debt settlement programs may help you repay
your loan or retain your farm property and settle your FLP debt.

How to apply

To apply, you must complete, where applicable, and provide all items required in paragraph (f), within 60 days of the date
you receive this notice.

Help in responding to this notice

The servicing options available to you may become complicated. You may need help to understand them and their impact
on your operation. You may want to ask an attorney to help you or there are organizations that give free or low-cost
advice to farmers. You may contact your State Department of Agriculture or the U. S. Department of Agriculture
(USDA) Extension Service for available services in your State.

Note: Agency employees cannot recommend a particular attorney or organization.

Who will decide if you qualify?

After you submit a complete application, the Agency will determine if you meet all eligibility requirements and can
develop a farm operating plan that shows that you can pay all debts and expenses.

What happens if you do not bring the account current or apply within 60 days?

The Agency will accelerate your loans if you do not bring your account current or timely apply for loan servicing. This
means the Agency will take legal action to collect all the money you owe to the Agency under FLP. After acceleration of
your loan accounts, the Agency will start foreclosure proceedings. The Agency will repossess or take legal action to sell
your real estate, personal property, crops, livestock, equipment, or any other assets in which the Agency has a security
interest. The Agency will also obtain and file judgments against you and your property or refer your account to the
Department of the Treasury for collection.

The U.S. Department of Agricuiture (USDA) prohibits discrimination in all its program 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 alf 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 ( Brailie, 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, SW., Washington, DC 20250-9410, or call (800) 7953272 (voice) or (202) 720-6382 (TDD). USDA is an equal opportunity
provider and employer.
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Included with this notice you will find information on:

(a) Primary loan servicing programs;

(b) Conservation Contract Program;

(c) Current market value buyout;

(d) Homestead Protection Program;

(e) Debt settlement programs;

(f) Forms, documentation, and information needed to apply;
(g) How to get copies of Agency handbooks and forms;

(h) Reconsideration, mediation, negotiation, and appeal rights;
(i) Acceleration and foreclosure;

(i) The right not to be discriminated against.

(a) Primary Loan Servicing Programs
Eligibility
You must meet the following eligibility requirements to obtain primary loan servicing:
(1) You cannot repay your FLP debt due to one of the following circumstances beyond your control:

(i) 1liness, injury, or death of a borrower or other individual who operates the farm;

(ii) Natura} disaster, adverse weather, disease, or insect damage which caused severe loss of agricultural
production;

(iiii) Widespread economic conditions such as low commodity prices;

(iv) Damage or destruction of property essential to the farming operation; or

(v) Loss of, or reduction in, your or your spouse’s essential non-farm income.

(2) You do not have non-essential assets for which the net recovery value is sufficient to pay the delinquent portion
of the loan. The Agency cannot write down or write off debt that you could pay with the value of your equity in these
assets.

(3) If you are in non-monetary default as a result of non-compliance with the Agency’s loan agreements, you must
resolve the non-monetary default prior to closing the servicing action.

(4) You must have acted in good faith in all past dealings with the Agency and in accordance with your loan
agreements.

Time limits

If the Agency determines that you can develop a feasible plan and are eligible for primary loan servicing, you will
have 45 days from the date you receive the Agency’s offer to accept loan servicing.

Lien requirements

If you are offered loan servicing and accept the offer, you must agree to give the Agency a lien on your other assets and
you must provide this lien at closing.

Youth Loans
If you have a Youth Loan, it is not eligible for debt writedown, current market value buyout, or limited resource

interest rates, but can be rescheduled or deferred. This has no effect on any other loans you may have with the
Agency.
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Loan consolidation, rescheduling, and reamortization

In loan consolidation, the unpaid principal and interest of two or more operating loans can be combined into one
larger operating loan.

In loan rescheduling, the repayment schedule may be changed to cure the delinquency and give you new terms to
repay loans made for equipment, livestock, or annual operating purposes.

In loan reamortization, the repayment schedule may be changed to cure the delinquency and give you a new schedule
of repayment on loans made for real estate purposes.

When loans are consolidated, rescheduled or reamortized the interest rate will be the lesser of:

(1) The interest rate for that type of Joan on the date a complete servicing application was received;
(2) The interest rate for that type of loan on the date of restructure; or

(3) The lowest original loan note rate on any of the original notes being restructured.

In addition, the Agency will consider the maximum loan terms.

Limited resource interest rate

Limited resource interest rates are available for certain types of loans. If you have existing loans which are not at the
limited resource rate, and a limited resource rate is available, the Agency will consider reducing the rate of the loans.
The limited resource interest rate can be as low as five percent, however, this rate may change depending on what it
costs the Government to borrow money.

For information about current interest rates, contact this office.

Loan deferral

Partial or full payments of principal and interest may be temporarily delayed for up to 5 years. You will only be
considered for loan deferral if the loan servicing programs discussed above will not allow you to pay all essential
family living and farm operating expenses, maintain your property, and pay your debts.

You must be able to show through a farm operating plan that you are unable to pay all essential family living and farm
operating expenses, maintain your property, and pay your debts. The farm operating plan must also show that you

will be able to pay your full installment at the end of the deferral period.

The interest that accrues during the deferral period must be paid in yearly payments for the rest of the loan term after
the deferral period ends.

Debt writedown

Debt writedown can reduce the principal and interest on your loan. The Agency offers a writedown only when the
Joan servicing programs discussed above and the Conservation Contract Program, if requested, will not result in a
feasible plan. To receive debt writedown, the value of your restructured loan must be equal to or greater than the
recovery value to the Agency from foreclosure and repossession of your security propetty.

The recovery value is the market value oft

(1) The collateral pledged as security for FLP loans minus expenses (such as the sale costs, attorneys’ fees,

management costs, taxes, and payment of prior liens) on the collateral that the Agency would have to pay if it
foreclosed, or repossessed, and sold the collateral;
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=

(2) Any collateral that is not in your possession and has not been released for sale by the Agency in writing; and
(3) Any other non-essential assets you may own.

A qualified appraiser determines the value of the collateral and any other assets you own. You may receive a
writedown only if you have not previously received any form of debt forgiveness on any other FLP direct loan. The
maximum amount of debt that can be written down on all direct loans is $300,000.

Shared Appreciation Agreement

If you own real estate and receive a debt writedown, you must sign a Shared Appreciation Agreement. The term of
the agreement is 5 years. Under the terms of the agreement you must repay all or a part of the amount written down at
the maturity of your Shared Appreciation Agreement if your real estate collateral increased in value. Payment of
shared appreciation will be required prior to the maturity of your Shared Appreciation Agreement if you:

(1) Sell or convey the real estate;

(2) Stop farming;

(3) Pay off your entire FLP debt; or

(4) Have your FLP accounts accelerated by the Agency.

If any of these events occur within the first 4 years of the agreement, you will have to pay 75 percent of the increase
in value of the real estate. If any of these events occur after the fourth anniversary of the agreement, or if the Shared
Appreciation Agreement matures without having previously been fully triggered, you will have to pay only 50 percent
of the increase in value. You will not have to pay more than the amount of the debt written down.

To buyout your FLP debt at the current market value, you must pay the Agency within 90 days of the date you receive
the offer.

Method of payment

To buyout your FLP debt at the current market value, you must pay by cash, cashier’s check, or U.S. Treasury check.
The Agency will not make or guarantee a loan for this purpose.

Homestead Protection Program

Under the Homestead Protection Program, you may repurchase your primary residence, certain outbuildings, and up
to 10 acres of land. If you cannot pay cash or Agency financing is not available, you may lease your primary
residence. The lease will include an option for you to purchase the property you lease.

This program may apply when primary loan servicing, the Conservation Contract Program, or current market value
buyout is not available or not accepted.

You must agree to give the Agency title to your land at the time the Agency signs the Homestead Protection

Agreement with you. The Agency will compute the costs of taking title including the cost of paying other creditors
with outstanding liens on the property. The Agency will take title only if it can obtain a positive recovery.
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(c) Conservation Contract Program

You may request a Conservation Contract to protect highly erodible land, wetlands, or wildlife habitats located on
your real estate property that serves as security for your FLP debt. In exchange for such contract, the Agency would
reduce your FLP debt. The amount of land left after the contract must be sufficient to continue your farming
operation.

(d) Current Market Value Buyout

=

If the analysis of your debt shows that you cannot achieve a feasible plan even if the present value of your FLP debt is
reduced to the value of the security, the Agency may offer you buyout of your FLP debt. You would pay the market
value of all FL.P security and non-essential assets, minus any prior liens. The market value is determined by a current
appraisal completed by a qualified appraiser. In exchange, your loans would be satisfied.

Limits
To receive a current market value buyout offer:

(1) You must not have previously received any form of debt forgiveness from the Agency on any other direct
FLP loan;

(2) The maximum debt to be written off with buyout does not exceed $300,000; and

(3) You must not have non-essential assets with a net recovery value sufficient to pay your account current.

Eligibilit
To qualify, you must prove that:

(1) You cannot repay your delinquent FLP debt due to circumstances beyond your control; and
(2) You have acted in good faith in all past dealings with the Agency and in accordance with your loan
agreements.

Eligibility requirements

(1) Your gross annual income from the farming operation must have been similar to other comparable operations
in your area in at least two of the last 6 years.

(2) Sixty percent (60%) of your gross annual income in at least two of the last 6 years must have come from the
farming operation.

(3) You must have lived in your homestead property for 6 years immediately before your application. If you had
to leave for less than 12 months during the 6-year period and you had no control over the circumstances, you may still
qualify.

(4) You must be the owner of the property immediately prior to the Agency obtaining title.

Property restrictions and easements

The Agency may place restrictions or easements on your property which restrict your use if the property is located in
a special area or has special characteristics. These restrictions and easements will be placed in leases and in deeds on
properties containing wetlands, floodplains, endangered species, wild and scenic rivers, historic and cultural
properties, coastal barriers, and highly erodible lands.
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Leasing the homestead property

(1) You must pay rent to the Agency to lease the property determined eligible for homestead protection. The rent
the Agency charges will be similar to comparable property in your area.

(2) You must maintain the property in good condition during the term of the lease.

(3) You may lease the property for up to 5 years but no less than 3 years.

(4) You cannot sublease the property.

(5) If you do not make the rental payments to the Agency, the Agency will cancel the lease and take legal action
to force you to leave.

(6) Lease payments are not applied toward the final purchase price of the property.

Purchasing the homestead protection property

You can repurchase your homestead property at market value at any time during the lease. The market value of the
property will be decided by a qualified appraiser and will reflect the value of the land after any placement of a
restriction or easement such as a wetland conservation easement.

(e

N

Debt Settlement Programs

You can apply for debt settlement at any time; however, these programs are usually used only after it has been
determined that primary loan servicing programs and the Conservation Contract Program cannot help you. Under the
debt settlement programs, the debt you owe the Agency under FLP may be settled for less than the amount you owe.
These programs are subject to the discretion of the Agency and are not a matter of entitlement or right. If you do not
have any Agency security, you may apply for debt settlement only. If you do not apply, or do not receive approval of
a debt settlement request, your FLP loan accounts will be forwarded to the Department of the Treasury for collection.

Settlement alternatives
Settlement alternatives include:

(1) Compromge: A lump-sum payment of less than the total FLP debt owed,;

(2) Adjustment: Two or more payments of less than the total amount owed to the Agency. Payments can be
spread out over a maximum of 5 years if the Agency determines you will be able to make the payments as they become
due; and

(3) Cancellation: Satisfaction of Agency debt without payment.

Note: The Agency will not finance these alternatives.

Processing and requirements

If you sell loan collateral, you must apply the proceeds from the sale to your FLP loans before you can be considered for
debt settlement. In the case of compromise or adjustment you may keep your collateral, if you pay the Agency the market
value of your collateral along with any additional amount the Agency determines you are able to pay.

Debt amounts which are collectible through administrative offset, judgment, or by the Department of the Treasury will not
be settled through debt settlement procedures. You must certify that you do not have assets or income in addiion to what

you stated in your application. If you qualify, your application must also be approved by the State Executive Director or
the Administrator, depending on the amount of the debt to be settled.
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(f) Forms, documentation, and information needed to apply

A complete application for primary loan servicing must include items (1) through (10). Additional information is
required as noted if you want to be considered for the Conservation Contract Program or debt settlement programs. If
you need help to complete the required forms, you may request an Agency official to assist you. The forms for
requirements (1) through (8) and (11) are included with this package.

(1) FSA-2511, “Borrower Response to Notice of the Availability of Loan Servicing — For Borrowers who
Received FSA-2510,” signed by all borrowers.

(2) FSA-2001, “Request for Direct Loan Assistance.”

(3) FSA-2002, “Three Year Financial History,” or other financial records, including copies of your income tax
returns and any supporting documents, for each of the 3 years immediately preceding the year of application or the years
you have been farming, whichever is less and if not already in the Agency case file. If your copies of tax returns are not
readily available, you can obtain copies from the Internal Revenue Service.

(4) FSA-2003, “Three Year Production History,” or any other format that provides production and expense
history for crops, livestock, livestock products, etc., for each of the 3 years immediately preceding the year of application
or the years you have been farming, whichever is less and if not already in the Agency case file. You must be able to
support this information with farm records.

(5) FSA-2004, “Authorization to Release Information.” The Agency will use this form to verify your debts and
assets, as well as your non-farm income.

(6) FSA-2005, “Creditor List.” The Agency will use this form to verify your debts. Any debts less than $1,000
can be verified by a credit report. If debts of $1,000 or more appear on your credit report and the creditor is not listed on
FSA 2005, the application cannot be considered complete.

(7) FSA-2037, “Farm Business Plan Worksheet — Balance Sheet.” In the case of an entity, the entity and all
entity members must provide current financial statements.

(8) FSA-2038, “Farm Business Plan Worksheet — Projected/Actual Income and Expenses,” or other acceptable
farm operating plan.

(9) AD-1026, “Highly Erodible Land Conservation (HELC) and Wetland Conservation (WC) Certification.”
You will be required to complete this form if the one you have on file does not reflect all the land you own and lease.

(10) SCS-CPA-026, “Highly Erodible Land and Wetland Conservation Determination.” This form must be
obtained from and completed by the Natural Resources Conservation Service office, if not already on file with the
Agency.

¢ (11) RD 1956-1, “Application for Settlement of Indebtedness.” Complete this form only if you wish to apply for
debt settlement. You must also comply with any Agency request for additional information needed to process a debt
settlement request.

(12) If you are applying for a Conservation Contract, a map or aerial photo of your farm identifying the portion
of the land and approximate number of acres to be considered.

Divorced spouses

If you are an FLP borrower who has left the farming operation due to divorce, you may request release of
liability. To be released of liability after a divorce, you must present the Agency with the following within 60
days of receiving this notice:

(1) A divorce decree or property settlement document which states the remaining party will be responsible for all
repayment to the Agency;

(2) Evidence that you have conveyed your ownership interest in FLP security to the remaining party; and

(3) Evidence that you do not have any repayment ability for the FLP loan through cash, income, or other non-
essential assets.
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The Agency will make a determination on your request and will inform you of the decision within 60 days of receiving
your request.

If you are not released of liability, you will need to include all of your relevant financial information if applying for
primary loan servicing, homestead protection, or debt settlement programs.

(g) How to get copies of Agency handbooks and forms
Copies of the forms for requirements (f)(1) through (f)(8) and (f)(11) have been included in this package. You may
obtain copies of Agency handbooks, which include the pertinent regulations, describing available programs or
additional copies of forms from this office.

(h

=

Reconsideration, mediation, negotiation, and appeal rights

Reconsideration, mediation, negotiation, and appeal rights will be provided to you if the Agency makes an adverse
decision on your request for loan servicing or prior to acceleration of your account.

Reconsideration

If you are determined by the Agency to be ineligible for loan servicing, or if you cannot devebp a feasible plan, you
may request a reconsideration meeting with the Agency. You must request reconsideration within 30 days of the date
you receive the adverse decision. At a reconsideration meeting, you may present additional information to the
Agency and explain why you believe the adverse decision to be in error. If the meeting does not change the Agency
decision, you will be notified and provided 30 days to request mediation, negotiation, or appeal as outlined below.

Mediation

Mediation is a process for resolution of a disagreement. A trained neutral mediator assists two or more parties in
dispute to look at the issues, consider all available options, and attempt to agree on an acceptable solution. If your
State has a mediation program approved by the USDA, the Agency will participate in mediation. If there is no State
mediation program, the Agency may help you to set up a meeting with your other creditors. If you wish to request
mediation, you must make such request within 30 days of your receipt of an adverse Agency decision. If you request
mediation prior to requesting an appeal, the 30-day time period for requesting an appeal will be temporarily
suspended. If mediation fails to resolve your dispute with the Agency, only the balance of the 30 days will remain to
request an appeal.

Negotiation of the appraisal

If you timely submit a complete application for primary loan servicing, but disagree with the appraisal used by the
Agency for processing your primary loan servicing request, you will have 30 days to obtain, at your own expense, an
independent appraisal which conforms to published Agency appraisal standards. If this independent appraised value
is within five percent of the value of the Agency appraisal, you must choose one of these two appraisals for the
Agency to use to continue processing your request. If the appraisals differ by more than five percent, you may request
a third appraisal for which you must pay half of the cost, and the average of the two appraisals closest in value is
taken as the final appraised value to be used in considering your request. If you wish to request both negotiation of
the appraisal and mediation, these should be requested at the same time so the negotiation of the appraisal can be
concluded prior to mediation. If not requested at the same time, negotiation of the appraisal must be requested first.
Negotiated appraisals are not appealable but other issues can still be appealed after negotiation. If you request
negotiation of the appraisal prior to requesting an appeal, the 30-day time period for requesting an appeal will be
temporarily suspended. If negotiation of the appraisal fails to resolve your dispute with the Agency, only the balance
of the 30 day time frame will remain to request an appeal on issues other than the negotiated appraisal.
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Appeal

Appeal is a process under which you present evidence to USDA’s National Appeals Division which demonstrates
why you believe that the Agency’s adverse decision is wrong. Subject to the deadline suspensions discussed above,
your request for an appeal must be postmarked no later than 30 days from the date you received the Agency's adverse
decision.

(i) Acceleration and foreclosure

If you do not appeal an adverse determination, if you appeal, but are denied relief on appeal, or if you do not otherwise
resolve your delinquency, the Agency will accelerate your loan accounts and demand payment of the entire debt. You
may prevent Agency foreclosure on the loan collateral, if with prior Agency approval, you:

(1) Sell all loan collateral for not less than its market value and apply all proceeds to your creditors in order of lien
priority.

(2) Transfer the collateral to someone else and have that person assume all or part of your FLP debt.

(3) Transfer the collateral to the Agency.

If any of these options result in payment of less than you owe, you may apply for debt settlement, even if you applied
before and were denied. However, applications for debt settlement filed after the 60-day time period provided in this
notice will not delay acceleration, administrative offset, and foreclosure.

If the Agency determines that you cannot qualify for debt settlement, you can:

(1) Pay your FLP loan accounts current;
(2) Pay your FLP loan accounts in full;
(3) Request reconsideration, mediation or appeal.

If your real estate security contains your primary residence and becomes inventory property of the Agency, homestead
protection rights will be provided.

() The right not to be discriminated against

The Federal Equal Credit Opportunity Act prohibits creditors from discriminating against credit applicants on the
basis of race, color, religion, national origin, sex, marital status, age (provided the applicant has the capacity to enter
into a binding contract); because all or part of the applicant’s income derives from any public assistance program; or
because the applicant has in good faith exercised any right under the Consumer Credit Protection Act. The Federal
agency that administers compliance with this law is the Federal Trade Commission, Equal Credit Opportunity,
Washington, D.C. 20580.

The servicing programs described by this Notice are subject to applicable Agency regulations published at
7 CFR Part 766.

[72 FR 63316, Nov. 8, 2007; 72 FR 74153, Dec. 31, APPENDIX C TO SUBPART C OF PART

2007] 766—NOTICE OF AVAILABILITY OF
LOAN SERVICING TO BORROWERS WHO
ARE IN NON-MONETARY DEFAULT
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NOTICE OF AVAILABILITY OF LOAN SERVICING TO
BORROWERS WHO ARE IN NON-MONETARY DEFAULT

The Agency has reviewed your Farm Loan Programs (FLP) loan account. Our records show:
1 You have disposed of property used to secure your FLP loan. You did not get written approval for this.

This property is (Describe property):
{Describe property]

O You have stopped farming.
[[J A foreclosure action has been filed against you by

I You have:

O Youarealso$ behind on your payments.

You are in default on your FLP loans and must resolve this default. The Agency’s primary loan servicing programs,
Conservation Contract Program, current market value buyout, Homestead Protection Program, and debt settlement
programs may help you in resolving the default.

How to apply

To apply, you must complete, where applicable, and provide all items required in paragraph (f), within 60 days of the date
you receive this notice.

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its program 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 b ecause 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 ( Braifle, 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, SW ., Washington, DC 20250-9410, or call (800) 7953272 (voice) or (202) 720-6382 (TDD). USDA is an equal opportunity
provider and employer.
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Help in responding to this notice

The servicing options available to you may become complicated. You may need help to understand them and their impact
on your operation. You may want to ask an attorney to help you or there are organizations that give free or low-cost
advice to farmers. You may contact your State Department of Agriculture or the U. S. Department of Agriculture
(USDA) Extension Service for available services in your State.

Note: Agency employees cannot recommend a particular attorney or organization.
Who will decide if you qualify?

After you submit a complete application, the Agency will determine if you meet all eligibility requirements and can
develop a farm operating plan that shows that you can pay all debts and expenses.

What happens if you do not resolve the default or apply within 60 days?

The Agency will accelerate your loans if you do not resolve the default, or apply for loan servicing. This means the
Agency will take legal action to collect all the money you owe to the Agency under FLP. After acceleration of your loan
accounts, the Agency will start foreclosure proceedings. The Agency will repossess or take legal action to sell your real
estate, personal property, crops, livestock, equipment, or any other assets in which the Agency has a security interest. The
Agency will also obtain and file judgments against you and your property or refer your account to the Department of the
Treasury for collection.

Included with this notice you will find information on:
(a) Primary loan servicing programs;
(b) Conservation Contract Program;
(¢) Current market value buyout;
(d) Homestead Protection Program;
(e) Debt settlement programs;
(f) Forms, documentation, and information needed to apply;
(g) How to get copies of Agency handbooks and forms;
(h) Reconsideration, mediation, negotiation, and appeat rights;
(i) Acceleration and foreclosure;
(i) The right not to be discriminated against.

(a) Primary Loan Servicing Programs
Eligibility

You must meet the following eligibility requirements to obtain primary loan servicing:

(1) You must resolve all non-monetary defaults prior to closing the servicing action.

(2) You must have acted in good faith in all past dealings with the Agency and in accordance with your loan
agreements.

(3) If you are also financially distressed or delinquent, it must be due to one of the following circumstances
beyond your control:

(i) Ilness, injury, or death of a borrower or other individual who operates the farm;

(ii) Natural disaster, adverse weather, disease, or insect damage which caused severe loss of agricultural
production;

(iif) Widespread economic conditions such as low commodity prices;

(iv) Damage or destruction of property essential to the farming operation; or

(v) Loss of, or reduction in, your or your spouse’s essential non-farm income.
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(4) You do not have non-essential assets for which the net recovery value is sufficient to pay any delinquent
portion of the loan. The Agency cannot write down or write off debt that you could pay with the value of your equity in
these assets.

Time limits

If the Agency determines that you can develop a feasible plan and are eligible for primary loan servicing, you will
have 45 days from the date you receive the Agency’s offer to accept loan servicing.

Lien requirements

If you are offered loan servicing and accept the offer, you must agree to give the Agency a Hen on your other assets
and you must provide ths lien at closing.

Youth Loans
If you have a Youth Loan, it is not eligible for debt writedown, current market value buyout, or limited resource
interest rates, but can be rescheduled or deferred. This has no effect on any other loans you may have with the

Agency.

Loan consolidation, rescheduling, and reamortization

In loan consolidation, the unpaid principal and interest of two or more operating loans can be combined into one
larger operating loan.

In loan rescheduling, the repayment schedule may be changed to cure the delinquency and give you new terms to
repay loans made for equipment, livestock, or annual operating purposes.

In loan reamortization, the repayment schedule may be changed to cure the delinquency and give you a new schedule
of repayment on loans made for real estate purposes.

When loans are consolidated, rescheduled or reamortized the interest rate will be the lesser of:
(1) The interest rate for that type of loan on the date a complete servicing application was received;
(2) The interest rate for that type of loan on the date of restructure; or
(3) The lowest original loan note rate on any of the original notes being restructured.
In addition, the Agency will consider the maximum loan terms.
Limited resource interest rate
Limited resource interest rates are available for certain types of loans. If you have existing loans which are not at the
limited resource rate, and a limited resource rate is available, the Agency will consider reducing the rate of the loans.
The limited resource interest rate can be as low as five percent, however, this rate may change depending on what it
costs the Government to borrow money.
For information about current interest rates, contact this office.
Loan deferral
Partial or full payments of principal and interest may be temporarily delayed for up to S years. You will only be

considered for loan deferral if the loan servicing programs discussed above will not allow you to pay all essential
family living and farm operating expenses, maintain your property, and pay your debts.
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You must be able to show through a farm operating plan that you are unable to pay all essential family living and farm
operating expenses, maintain your property, and pay your debts. The farm operating plan must also show that you
will be able to pay your full installment at the end of the deferral period.

The interest that accrues during the deferral period must be paid in yearly payments for the rest of the loan term after
the deferral period ends.

Debt writedown

Debt writedown can reduce the principal and interest on your loan. The Agency offers a writedown only to
delinquent borrowers when the loan servicing programs discussed above and the Conservation Contract Program, if
requested, will not result in a feasible plan. To receive debt writedown, the value of your restructured loan must

be equal to or greater than the recovery value to the Agency from foreclosure and repossession of your security
property.

The recovery value is the market value of:

(1) The collateral pledged as security for FLP loans minus expenses (such as the sale costs, attorneys’ fees,
management costs, taxes, and payment of prior liens) on the collateral that the Agency would have to pay if it foreclosed,
or repossessed, and sold the collateral;

(2) Any collateral that is not in your possession and has not been released for sale by the Agency in writing; and

(3) Any other non-essential assets you may own.

A qualified appraiser determines the value of the collateral and any other assets you own. You may receive a
writedown only if you have not previously received any form of debt forgiveness on any other FLP direct loan. The
maximum amount of debt that can be written down on all direct loans is $300,000.

Shared Appreciation Agreement

If you own real estate and receive a debt writedown, you must sign a Shared Appreciation Agreement. The term of
the agreement is 5 years. Under the terms of the agreement you must repay all or a part of the amount written down at
the maturity of your Shared Appreciation Agreement if your real estate collateral increased in value. Payment of
shared appreciation will be required prior to the maturity of your Shared Appreciation Agreement if you:

(1) Sell or convey the real estate;

(2) Stop farming;

(3) Pay off your entire FLP debt; or

(4) Have your FLP accounts accelerated by the Agency.

If any of these events occur within the first 4 years of the agreement, you will have to pay 75 percent of the
increase in value of the real estate. If any of these events occur after the fourth anniversary of the agreement, or if the
Shared Appreciation Agreement matures without having previously been fully triggered, you will have to pay only 50
percent of the increase in value. You will not have to pay more than the amount of the debt written down.

(b) Conservation Contract Program

You may request a Conservation Contract to protect highly erodible land, wetlands, or wildlife habitats located on
your real estate property that serves as security for your FLP debt. In exchange for such contract, the Agency would
reduce your FLP debt. The amount of land left after the contract must be sufficient to continue your farming
operation.
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(¢) Current Market Value Buyout

If you are delinquent and the analysis of your debt shows that you cannot achieve a feasible plan even if the present
value of your FLP debt is reduced to the value of the security, the Agency may offer you buyout of your FLP debt.
You would pay the market value of all FLP security and non-essential assets, minus any prior liens. The market value
is determined by a current appraisal completed by a qualified appraiser. In exchange, your loans would be satisfied.
Limits

To receive a current market value buyout offer:

(1) You must not have previously received any form of debt forgiveness from the Agency on any other direct

FLP loan;

(2) The maximum debt to be written off with buyout does not exceed $300,000; and
(3) You must not have non-essential assets with a net recovery value sufficient to pay your account current if you

are delinquent.

Eligibility
To qualify, you must prove that:

(1) You cannot repay your delinquent FLP debt due to circumstances beyond your control; and
(2) You have acted in good faith in all past dealings with the Agency and in accordance with your loan

agreements.

I

=

Time limits

To buyout your FLP debt at the current market value, you must pay the Agency within 90 days of the date you receive
the offer.

Method of payment

To buyout your FLP debt at the current market value, you must pay by cash, cashier’s check, or U.S. Treasury check.
The Agency will not make or guarantee a loan for this purpose.

Homestead Protection Program

Under the Homestead Protection Program, you may repurchase your primary residence, certain outbuildings, and up
to 10 acres of land. If you cannot pay cash or Agency financing is not available, you may lease your primary
residence. The lease will include an option for you to purchase the property you lease.

This program may apply when primary loan servicing, the Conservation Contract Program, or current market value
buyout is not available or not accepted.

You must agree to give the Agency title to your land at the time the Agency signs the Homestead Protection

Agreement with you. The Agency will compute the costs of taking title including the cost of paying other creditors
with outstanding liens on the property. The Agency will take title only if it can obtain a positive recovery.
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Eligibility requirements

(1) Your gross annual income from the farming operation must have been similar to other comparable operations
in your area in at least two of the last 6 years,

(2) Sixty percent (60%) of your gross annual income in at least two of the last 6 years must have come from the
farming operation.

(3) You must have lived in your homestead property for 6 years immediately before your application. If you had
to leave for less than 12 months during the 6-year period and you had no control over the circumstances, you may still
qualify.

(4) You must be the owner of the property immediately prior to the Agency obtaining title.

Property restrictions and easements

The Agency may place restrictions or easements on your property which restrict your use if the property is located in
a special area or has special characteristics. These restrictions and easements will be placed in leases and in deeds on
properties containing wetlands, floodplains, endangered species, wild and scenic rivers, historic and cultural
properties, coastal barriers, and highly erodible lands.

Leasing the homestead property

(1) You must pay rent to the Agency to lease the property determined eligible for homestead protection. The rent
the Agency charges will be similar to comparable property in your area.

(2) You must maintain the property in good condition during the term of the lease.

(3) You may lease the property for up to 5 years but no less than 3 years.

(4) You cannot sublease the property.

(5) If you do not make the rental payments to the Agency, the Agency will cancel the lease and take legal action
to force you to leave.

(6) Lease payments are not applied toward the final purchase price of the property.

Purchasing the homestead protection property

You can repurchase your homestead property at market value at any time during the lease. The market value of the
property will be decided by a qualified appraiser and will reflect the value of the land after any placement of a
restriction or easement such as a wetland conservation easement.

(e

-

Debt Settlement Programs

You can apply for debt settlement at any time; however, these programs are usually used only after it has been
determined that primary loan servicing programs and the Conservation Contract Program cannot help you. Under the
debt settlement programs, the debt you owe the Agency under FLP may be settled for less than the amount you owe.
These programs are subject to the discretion of the Agency and are not a matter of entitlement or right. If you do not
have any Agency security, you may apply for debt settlement only. If you do not apply, or do not receive approval of
a debt settlement request, your FLP loan accounts will be forwarded to the Department of the Treasury for collection.
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Settiement alternatives
Settlement alternatives include:

(1) Compromise: A lump-sum payment of less than the total FLP debt owed;

(2) Adjustment: Two or more payments of less than the total amount owed to the Agency. Payments can be
spread out over a maximum of 5 years if the Agency determines you will be able to make the payments as they become
due; and

(3) Cancellation: Satisfaction of Agency debt without payment.

Note: The Agency will not finance these alternatives.

Processing and requirements

If you sell loan collateral, you must apply the proceeds from the sale to your FLP loans before you can be considered
for debt setilement. In the case of compromise or adjustment you may keep your collateral, if you pay the Agency the
market value of your collateral along with any additional amount the Agency determines you are able to pay.

Debt amounts which are collectible through administrative offset, judgment, or by the Department of the Treasury
will not be settled through debt settlement procedures. You must certify that you do not have assets or income in
addition to what you stated in your application. If you qualify, your application must also be approved by the State
Executive Director or the Administrator, depending on the amount of the debt to be settled.

(f) Forms, documentation, and information needed to apply

A complete application for primary loan servicing must include items (1) through (10). Additional information is
required as noted if you want to be considered for the Conservation Contract Program or debt settlement programs. If
you need help to complete the required forms, you may request an Agency official to assist you. The forms for
requirements (1) through (8) and (11) are included with this package.

(1) FSA-2515, “Borrower Response to Notice of the Availability of Loan Servicing - For Borrowers who
Received FSA-2514,” signed by all borrowers.

(2) FSA-2001, “Request for Direct Loan Assistance.”

(3) FSA-2002, “Three Year Financial History,” or other financial records, including copies of your income tax
returns and any supporting documents for each of the 3 years immediately preceding the year of application or the years
you have been farming, whichever is less and if not already in the Agency case file. If your copies of tax returns are not
readily available, you can obtain copies from the Internal Revenue Service.

(4) FSA-2003, “Three Year Production History,” or any other format that provides production and expense
history for crops, livestock, livestock products, etc., for each of the 3 years immediately preceding the year of application
or the years you have been farming, whichever is less and if not already in the Agency case file. You must be able to
support this information with farm records.

(5) FSA-2004, “Authorization to Release Information.” The Agency will use this form to verify your debts and
assets, as well as your non-farm income.

(6) FSA-2005, “Creditor List.” The Agency will use this form to verify your debts. Any debts less than $1,000
can be verified by a credit report. If debts of $1,000 or more appear on your credit report and the creditor is not listed on
FSA 2005, the application cannot be considered complete.

(7) FSA-2037, “Farm Business Plan Worksheet — Balance Sheet.” In the case of an entity, the entity and all
entity members must provide current financal statements.
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(8) FSA-2038, “Farm Business Plan Worksheet — Projected/Actual Income and Expenses,” or other acceptable
farm operating plan.

(9) AD-1026, “Highly Erodible Land Conservation (HELC) and Wetland Conservation (WC) Certification.”
You will be required to complete this form if the one you have on file does not reflect all the land you own and lease.

(10) SCS-CPA-026, “Highly Erodible Land and Wetland Conservation Determination.” This form must be
obtained from and completed by the Natural Resources Conservation Service office, if not already on file with the
Agency.

(11) RD-1956-1, “Application for Settlement of Indebtedness.” Complete this form only if you wish to apply for
debt settlement. You must also comply with any Agency request for additional information needed to process a debt
settlement request.

(12) If you are applying for a Conservation Contract, a map or aerial photo of your farm identifying the portion of
the land and approximate number of acres to be considered.

Divorced spouses

If you are an FLP borrower who has left the farming operation due to divorce, you may request release of liability. To
be released of liability after a divorce, you must present the Agency with the following within 60 days of receiving
this notice:

(1) A divorce decree or property settlement document which states the remaining party will be responsible for all
repayment to the Agency;

(2) Evidence that you have conveyed your ownership interest in FLP security to the remaining party; and

(3) Evidence that you do not have any repayment ability for the FLP loan through cash, income, or other non-
essential assets.

The Agency will make a determination on your request and will inform you of the decision within 60 days of
receiving your request.

If you are not released of liability, you will need to include all of your relevant financial information if applying

for primary loan servicing, homestead protection, or debt settlement programs.

(g) How to get copies of Agency handbooks and forms
Copies of the forms for requirements (£f)(1) through (f)(8) and (f)(11) have been included in this package. You may

obtain copies of Agency handbooks, which include the pertinent regulations, describing available programs or
additional copies of forms from this office.

(h) Reconsideration, mediation, negotiation, and appeal rights

Reconsideration, mediation, negotiation, and appeal rights will be provided to you if the Agency makes an adverse
decision on your request for loan servicing or prior to acceleration of your account.

Reconsideration

If you are determined by the Agency to be ineligible for loan servicing, or if you cannot develop a feasible plan, you
may request a reconsideration meeting with the Agency. You must request reconsideration within 30 days of the date
you receive the adverse decision. At a reconsideration meeting, you may present additional information to the
Agency and explain why you believe the adverse decision to be in error. If the meeting does not change the Agency
decision, you will be notified and provided 30 days to request mediation, negotiation, or appeal as outlined below.
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Mediation

Mediation is a process for resolution of a disagreement. A trained neutral mediator assists two or more parties in
dispute to look at the issues, consider all available options, and attempt to agree on an acceptable solution. If your
State has a mediation program approved by the USDA, the Agency will participate in mediation. If there is no State
mediation program, the Agency may help you to set up a meeting with your other creditors. If you wish to request
mediation, you must make such request within 30 days of your receipt of an adverse Agency decision. If you request
mediation prior to requesting an appeal, the 30-day time period for requesting an appeal will be temporarily
suspended. If mediation fails to resolve your dispute with the Agency, only the baknce of the 30 days will remain to
request an appeal.

Negotiation of the appraisal

If you timely submit a complete application for primary loan servicing, but disagree with the appraisal used by the
Agency for processing your primary loan servicing request, you will have 30 days to obtain, at your own expense, an
independent appraisal which conforms to published Agency appraisal standards. If this independent appraised value
is within five percent of the value of the Agency appraisal, you must choose one of these two appraisals for the
Agency to use to continue processing your request. If the appraisals differ by more than five percent, you may request
a third appraisal for which you must pay half of the cost, and the average of the two appraisals closest in value is
taken as the final appraised value to be used in considering your request. If you wish to request both negotiation of
the appraisal and mediation, these should be requested at the same time so the negotiation of the appraisal can be
concluded prior to mediation. If not requested at the same time, negotiation of the appraisal must be requested first.
Negotiated appraisals are not appealable but other issues can still be appealed after negotiation. If you request
negotiation of the appraisal prior to requesting an appeal, the 30-day time period for requesting an appeal will be
temporarily suspended. If negotiation of the appraisal fails to resolve your dispute with the Agency, only the balance
of the 30 day time frame will remain to request an appeal on issues other than the negotiated appraisal.

Appeal

Appeal is a process under which you present evidence to USDA’s National Appeals Division which shows that the
Agency’s adverse decision is wrong. Subject to the deadline suspensions discussed above, your request for an appeal
must be postmarked no later than 30 days from the date you received the Agency's adverse decision.

(i) Acceleration and foreclosure

If you do not appeal an adverse determination, if you appeal, but are denied relief on appeal, or if you do not
otherwise resolve your delinquency, the Agency will accelerate your loan accounts and demand payment of the entire
debt. You may prevent Agency foreclosure on the loan collateral, if with prior Agency approval, you:

(1) Sell all loan collateral for not less than its market value and apply all proceeds to your creditors in order of
lien priority.

(2) Transfer the collateral to someone else and have that person assume all or part of your FLP debt.

(3) Transfer the collateral to the Agency.

If any of these options result in payment of less than you owe, you may apply for debt settlement, even if you applied
before and were denied. However, applications for debt settlement filed after the 60-day time period provided in this
notice will not delay acceleration, administrative offset, and foreclosure.
If the Agency determines that you cannot qualify for debt settlement, you can:

(1) Pay your FLP loan accounts current;

(2) Pay your FLP loan accounts in full;
(3) Request reconsideration, mediation or appeal.
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If your real estate security contains your primary residence and becomes inventory property of the Agency, homestead

protection rights will be provided.

(j) The right not to be discriminated against

The Federal Equal Credit Opportunity Act prohibits creditors from discriminating against credit applicants on the
basis of race, color, religion, national origin, sex, marital status, age (provided the applicant has the capacity to enter
into a binding contract); because all or part of the applicant’s income derives from any public assistance program; or
because the applicant has in good faith exercised any right under the Consumer Credit Protection Act. The Federal
agency that administers compliance with this law is the Federal Trade Commission, Equal Credit Opportunity,

Washington, D.C. 20580.

The servicing programs described by this Notice are subject to applicable Agency regulations published at

7 CER part 766.

Subpart D—Homestead Protection
Program

§766.151 Applying for Homestead Pro-
tection.

(a) Pre-acquisition—(1) Notification. If
the borrower requested primary loan
servicing but cannot develop a feasible
plan, the Agency will notify the bor-
rower of any additional information
needed to process the homestead pro-
tection request. The borrower must
provide this information within 30 days
of Agency notification.

(2) Borrower does not respond. If the
borrower does not timely provide the
information requested, the Agency will
deny the homestead protection request
and provide appeal rights.

(3) Application requirements. A com-
plete application for homestead protec-
tion will include:

(i) Updates to items required under
§766.102;

(ii) Information
§766.353; and

(iii) ldentification of land and build-
ings to be considered.

(b) Post-acquisition—(1) Notification.
After the Agency acquires title to the
real estate property, the Agency will
notify the borrower of the availability
of homestead protection. The borrower
must submit a complete application
within 30 days of Agency notification.

(2) Borrower does not respond. If the
borrower does not respond to the Agen-
cy notice, the Agency will dispose of
the property in accordance with 7 CFR
part 767.

required under

(3) Application requirements. A com-
plete application for homestead protec-
tion will include:

(i) Updates to items required under
§766.102; and

(ii) ldentification of land and build-
ings to be considered.

§766.152 Eligibility.

(a) Property. (1) The principal resi-
dence and the adjoining land of up to 10
acres, must have served as real estate
security for the FLP loan and may in-
clude existing farm service buildings.
Homestead protection does not apply if
the FLP loans were secured only by
chattels.

(2) The applicant may propose a
homestead protection site. Any pro-
posed site is subject to Agency ap-
proval.

(3) The proposed homestead protec-
tion site must meet all State and local
requirements for division into a sepa-
rate legal lot.

(4) Where voluntary conveyance of
the property to the Agency is required
to process the homestead protection re-
quest, the Agency will process any re-
quest for voluntary conveyance accord-
ing to §766.353.

(b) Applicant. To be eligible for home-
stead protection, the applicant:

(1) Must be the owner, or former
owner from whom the Agency acquired
title of the property pledged as secu-
rity for an FLP loan. For homestead
protection purposes, an owner or
former owner includes:

(i) A member of an entity who is or
was personally liable for the FLP loan
secured by the homestead protection
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