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1-FLP, General Program Administration

Introduction

INTRODUCTION

FSA issued 1-FLP on March 23, 2000. Since that time, several parts have
been added to the handbook. With the completion of the FLP Streamlining
initiative, several new parts are being added and significant changes are being
made to existing parts. Therefore, Revision 1 to 1-FLP is being issued.

The purpose of this course is to familiarize you with 1-FLP, Revision 1.

The handbook you will be using throughout this course does not become
effective until the date reflected on the Amendment Transmittal and at the
bottom of each page of the handbook. 1-FLP, Revision 1 should not be used
for any loan making or servicing decision or action prior to the effective date.
The handbook has been provided in advance of the effective date for training

purposes only.

SOURCES OF 1-FLP
CONTENT

FmHA/RD
Instruction Manual

404.1
440.1

1900-A
1905-A
1910-B
1910-C

1924-A

1924-B

1940-L
1940-Q

2006-W

The policies and procedures in 1-FLP were derived from the following
FmHA and RD Instruction Manuals and applicable Code of Federal

Regulations (CFR) subparts:

Title

Case Classifications for FmHA Borrowers

Interest Rates, Amortization, Guarantee Fee,
Annual Charge, and Fixed Period

Race Classification and Coding Procedure
District and County Office Management Systems
Credit Reports (Individual)

Commercial Credit Reports

Planning and Performing Construction and Other
Development

Management Advice to Individual Borrowers and
Applicants

Methodology and Formulas for Allocation of Loan
and Grant Program Funds

Restrictions on Lobbying

Classification of Farm Loan Programs (FLPs)
Borrower Accounts

Supporting CFR
N/A
7 CFR 1810, Subpart A

N/A
N/A
7 CFR 1910, Subpart B
7 CFR 1910, Subpart C

7 CFR 1924, Subpart A

7 CFR 1924, Subpart B*

7 CFR 1940, Subpart L
7 CFR 1940, Subpart Q

N/A

*Only certain provisions from 7 CFR 1924, Subpart B, have been incorporated into 1-FLP. Remaining
portions have been incorporated into other FLP handbooks.
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1-FLP, General Program Administration

1-FLP OVERVIEW Parts in 1-FLP include:

Part 1, Introduction and Purpose

Part 2, FLP Authorities

Part 3, Miscellaneous Procedures and Systems (revised)

Part 4, Supervised Bank Accounts (added)

Part 5, Planning and Performing Construction and Other Development
(added)

Part 6, Appraisals

Part 7, Program Loan Cost Expenses

Part 8, Supervised Credit (revised)

Part 9, Internal Controls

Various exhibits are also included in the handbook.

Refer to the Table of Contents to familiarize yourself with the handbook’s
layout and the information included in each part, and answer the following
questions.

Each part will be further discussed in the 1-FLP Policies section.

ExercISeE: UsINnG THE ~Complete the following statement. Refer to the appendix for the correct
TABLE OF CONTENTS  answers to the exercises and knowledge checks.

Information regarding farm operating plans is provided in:

Part5
Paragraph 161
Part 8, Section 2
Part 8, Section 3

Cow>

Select the correct answer to the following question.

In which paragraph will you find information on the Direct Loan System
(DLS)?

Paragraph 1
Paragraph 122
Paragraph 164
Paragraph 49

OCOw>
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1-FLP, General Program Administration

CHECK YOUR Refer to the Table of Contents to match each topic with the corresponding
UNDERSTANDING part.
Topic Part
FLP Authorities Part 8
Planning and Performing Construction and Other Development Part 2
Miscellaneous Procedures and Systems Part 5
Supervised Credit Part 3
SUMMARY This lesson provided general information on 1-FLP, Revision 1. Key points
to remember are:

e A number of FMHA/RD Instruction Manuals have been incorporated into
1-FLP.

e Asaresult of the FLP Streamlining initiative, several parts have been
added to 1-FLP and significant changes have been made to several
existing parts.

TRANSITION Good job! You have completed the Introduction lesson.
September 2007 Page 3



1-FLP, General Program Administration

Information Applicable to All FLP Handbooks

INTRODUCTION

Before you begin working with 1-FLP, Revision 1, or any of the other FLP
handbooks, you need to become familiar with several terms, definitions, and
forms. You will review these items before covering 1-FLP content and policy
changes.

TERMS USED TO
REFER TO EMPLOYEES

September 2007

Certain terms are used in FLP directives to identify employees who may
complete the described action. These terms are used when the action is not
limited to an employee holding a specific job title, such as FLM.

Prior to reviewing the terms, it is important to understand the difference
between inherent and delegated authority.

Inherent authority means that the authority to complete an action is
automatic, based on the employee's job title.

Delegated authority means that the authority to complete an action must be
granted to the employee.

The following terms are used to identify who may complete an action.

e Authorized Agency Official
e Approval Official
e Agency Official

Important: If a specific job title is identified, then the authority to complete
the action is limited to that employee. This means that no other employee has
the authority to complete the action. For example, only the SED has the
authority to approve loan servicing actions that will result in a loss to the
government; therefore, 1-FLP and 5-FLP use the term "SED" when
describing who can approve loan servicing actions that result in a loss.

Note: The Code of Federal Regulations (CFR) uses the term "Agency" in lieu
of these terms because it is not necessary to identify in the CFR the employee
who will complete the action.

Authorized Agency Official

An authorized agency official is an employee who has either inherent or
delegated authority to complete the described action.

For example, 3-FLP states that "The authorized agency official must review
the forms for closing to ensure their accuracy and completeness.” The term
"authorized agency official" is used because subparagraph 23 C and Exhibit 7
of 1-FLP provide this authority as inherent for an FLM and it may be
delegated to an FLO or PT.

Page 4



1-FLP, General Program Administration

TERMS USED TO
REFER TO EMPLOYEES
(CONTINUED)

Approval Official

An approval official is the specific employee who has the authority to
approve or deny the described action.

For example, 1-FLP states that "A loan approval official cannot approve or
reject a loan request that will exceed the official's approval authority at the
time of closing." The term "approval official" is used to refer to the specific
employee who will sign either FSA-2313 or the adverse decision letter.

Agency Official

An agency official is any employee within the agency. This term is used when
the action does not require inherent or delegated authority.

For example, 3-FLP states that "An agency official will provide Exhibit 5 to
all persons requesting an application.” The term "agency official” is used
since any employee in the office may hand out an application package.

DEFINITIONS

September 2007

Significant changes to definitions include:

Beginning farmer. This definition has been revised to replace the phrase
"average farm acreage"” with "median farm acreage.”

Debt forgiveness. This definition has been revised to clarify that "any write
down provided as part of the resolution of a discrimination complaint against
the Agency" and "prior debt forgiveness that has been repaid in its entirety”
are not considered debt forgiveness.

Note: Under the applicable loan making and servicing regulations,
prior debt forgiveness paid in full, will be considered when making
creditworthiness determinations.

Family farm. This definition has been revised to remove the provision
requiring agricultural and other dependable income sufficient to pay family
living and operating expenses, maintain essential chattel and real property,
and pay debts.

Family living expenses. This definition has been revised to include the costs
of providing for "those for whom the borrower has a financial obligation,
such as alimony, child support, and care expenses for an elderly parent."

Non-eligible enterprise. This term replaces the term "nonfarm enterprise."”
The definition clarifies that certain enterprises are not eligible for Agency
financing.

Socially disadvantaged applicant. This definition has been revised to
provide that "for married couples, the socially disadvantaged individual must
have at least 50 percent ownership in the farm business and make most of the
management decisions, contribute a significant amount of labor, and
generally be recognized as the operator of the farm."

Page 5



1-FLP, General Program Administration

NeEw FORMS There are several forms with which you need to be familiar. The title and a
description of each form are provided in the table below.

Form

FSA-2002, Three Year Financial
History

FSA-2003, Three Year Production
History

FSA-2004, Authorization to Release
Information

FSA-2005, Creditor List

FSA-2007, Statement Required by
the Privacy Act

CCC-10, Representations for
Commodity Credit Corporation or
Farm Service Agency Loans and
Authorization to File a Financing
Statement and Related Documents

September 2007

Description

Previously, States and Counties created their own forms and
used them to obtain information from applicants and borrowers.
These forms eliminate the need for States and Counties to create
their own forms.

The National forms have paperwork burden approval.
Continued use of forms developed at the State and County level
is not authorized.

Previously, if applicants had multiple sources of income, assets,
and debts, they had to complete multiple forms.

FSA-2004 eliminates the need for completion of multiple forms
(i.e., FSA-2014, Verification of Income, and FSA-2015,
Verification of Debts and Assets). This form authorizes FSA to
collect information from employers, creditors, and financial
institutions.

This form eliminates the need for States and Counties to create
their own forms and has paperwork burden approval. Continued
use of forms developed at the State and County level is not
authorized.

This form consolidates information regarding the applicant's
creditors. FSA uses the information provided on this form to
partially complete FSA-2015, which is then sent to the
appropriate creditor/financial institution. The application (for
making or servicing a loan) is not considered complete until the
applicant provides a completed FSA-2005.

This form must be signed by those who provide financial
information but are not required to sign FSA-2001, Request for
Direct Loan Assistance.

For example, the husband is the operator of the farm and is
applying for a loan on his own. If his spouse's income or assets
are used for repayment or security, she is not required to sign
the application, but must sign FSA-2007.

This form must be signed by joint owners who are listed on a
financing statement but are not required to sign FSA-2001.

For example, if an applicant cannot meet the security
requirements, a third party may pledge security. In this case, the
third party is not part of the operation and is not required to sign
the application as he or she is only providing security. The third
party must complete a CCC-10, if chattel security is being
pledged.
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1-FLP, General Program Administration

CHECK YOUR
UNDERSTANDING #1

Check Your
Understanding #2

Check Your
Understanding #3

Check Your
Understanding #4

Select true or false for the following statement. Refer to the appendix for the
correct answers to the exercises and knowledge checks.

Inherent authority means that the authority to complete an action is automatic,
based on job title.

A. True
B. False

Select true or false for the following statement.

The joint owners who are listed on a financing statement are required to sign
FSA-2001.

A. True
B. False

Select true or false for the following statement.

Prior debt forgiveness that has been repaid in its entirety is not considered
debt forgiveness.

A. True
B. False

Select true or false for the following statement.

FSA-2007, Statement Required by the Privacy Act, must be signed by those
who provide financial information but are not required to sign the application.

A. True
B. False

SUMMARY

This lesson provided information applicable to all FLP handbooks. Key
points to remember are:

e The terms "authorized agency officials,” "approval officials,” and "agency
officials" all have different meanings and are used to identify who may
complete the described action.

e Several definitions have been revised.

¢ New forms have been created eliminating the need for several State and
County-created forms.

TRANSITION

September 2007

Good job! You have completed the Information Applicable to all FLP
Handbooks lesson.
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1-FLP, General Program Administration

1-FPL Policies

INTRODUCTION

1-FLP covers a variety of topics that relate to both direct and guaranteed
loans, or loan making and servicing processes. This lesson provides an
overview of key points and policy changes.

PART 1,
INTRODUCTION AND
PURPOSE / PART 2,
FLP AUTHORITIES

Part 1 is designed to orient you to the purpose of the handbook. As discussed
in the "Introduction to FSA Directives and Forms" course, Part 1 of all FLP
handbooks includes a table that lists related FSA handbooks. In addition, it
provides information regarding the issuance of State supplements as well as
useful Web sites.

The policies addressed in Part 2 have remained the same.

PART 3,
MISCELLANEOUS
PROCEDURES AND
SYSTEMS

Refer to the Table of Contents in your handbook and review the paragraphs
under Part 3. New paragraphs have been added to address automated systems
used in FLP delivery, such as the Direct Loan System (DLS), Management of
Agricultural Credit (MAC), and Guaranteed Loan System (GLYS).

These paragraphs do not provide detailed guidance on using the systems.
Rather, they provide a brief overview of the systems' use, and explain how to
obtain additional guidance.

Paragraph 45 addresses the formulas and methodology for allocating loan
funds to States from the National Office. The actual amounts allocated to
States for each loan program will continue to be published through FLP
Notices.

Paragraph 48 provides information on the types of credit reports available,
procedures for obtaining reports, and fees charged to applicants.

PART 4, SUPERVISED
BANK ACCOUNTS

Part 4 contains policies regarding Supervised Bank Accounts (SBA). Key
points about this part are:

o An SBA will be used only when necessary to ensure that loan or security
proceeds are used according to the farm operating plan, the agreement to
use proceeds, or another agreement with FSA.

e SBAs must not be used in place of electronic funds transfer or multiple
advances.

e If the amount in an SBA will exceed $100,000, the State Office must
contact the Financial Management Division, since a pledge of collateral is
required.

PART 5, PLANNING
AND PERFORMING
CONSTRUCTION AND
OTHER DEVELOPMENT

September 2007

Part 5 contains policies on construction and development. The table on the
next page provides a comparison of policies in RD Instruction 1924-A and 1-
FLP.
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1-FLP, General Program Administration

RD Instruction 1924-A

The applicant selects a design approved and
adopted by FSA.

FSA visits the development site with the
applicant to identify and agree upon the

necessary items of development, and the start

and ending dates of the construction.

FSA:

e Verifies the architectural and engineering
proficiency of the proposed development
e Reviews the development plan, drawings,

and specifications to determine their
technical soundness
e  Offers suggestions to the applicant on
altering the drawings and specifications
e Assists the applicant in revising the
drawings

The applicant:

e Solicits bids
e Reviews the bids with FSA
e Selects the lowest bidder

FSA:
e May require the applicant to select a
different contractor if the Agency

considers the contractor unqualified or too

expensive
e May require the applicant to request

competitive bids if the applicant is unable

to negotiate a reasonable price

FSA inspects the development site as
frequently as necessary to ensure that the

1-FLP

The applicant selects a design that meets applicable local or
state laws, ordinances, codes, and regulations.

FSA may:

e Request additional technical data, tests, or an engineering
evaluation

e Reject the proposed construction if it does not conform to
industry-accepted standards

The applicant determines the scope and schedule of the
construction.
FSA:

e Visits the site to evaluate the proposal

¢ No longer advises the applicant of publications, plans,
planning aids, and other technical advice available through
local, state, Federal, or private sources

The applicant provides written certifications to FSA that the
final drawings and specifications conform to the applicable
standards.

Certifications may be obtained from individuals or
organizations trained and experienced in the compliance,
interpretation, or enforcement of the applicable standards, such
as licensed architects, professional engineers, persons certified
by relevant national model code organizations, authorized local
building officials, or national code organizations.

The applicant selects the contractor. FSA is not involved in
contractor selection.

The applicant is required to obtain inspections.

construction and development conforms to the FSA:

drawings and specifications.

September 2007

e May inspect the development site to protect its financial
interest

e Requires the applicant to provide copies of inspections
obtained from the appropriate authority
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1-FLP, General Program Administration

EXERCISE: PART 5, Select true or false for the following statements.
PLANNING AND

PERFORMING

CONSTRUCTION AND

OTHER DEVELOPMENT

True/False |Statement

FSA visits the development site with the applicant to identify and to agree upon the
necessary items of development and the start and ending dates of construction.

The applicant selects the design that meets the applicable local or state laws,
ordinances, codes, and regulations.

FSA is not involved in contractor selection.

FSA inspects the development site as frequently as necessary to ensure that the
construction and development conform to the drawings and specifications.

Certifications may be obtained from individuals or organizations trained and
experienced in the compliance, interpretation, or enforcement of the applicable
standards.

PART 6, The policies included in Parts 6 and 7 have remained the same.
APPRAISALS/PART 7,
PROGRAM LOAN COST
EXPENSES

The forms applicable to real estate appraisals have not been renumbered at
this time.

September 2007 Page 10



1-FLP, General Program Administration

PART 8, SUPERVISED
CREDIT

Part 8 contains five sections. Refer to the Table of Contents of your
handbook to review the title of, and the topics covered under, each section.

Section 1 addresses borrower responsibilities. Subparagraph 202 C of this
section provides that borrowers' failure to comply with their responsibilities,
unless due to reasons beyond their control, may adversely impact any future
requests for assistance. Both loan making and servicing eligibility
requirements include provisions that the applicant or borrower deal with the
Agency in "good faith."

Section 2, which pertains to farm assessments, clarifies that:

e The initial assessment is completed for new applicants.

e An assessment update is required for each subsequent loan.

e The annual review of the assessment may be completed during an office
or a field visit or via a letter, phone conversation, or year-end analysis.

In Section 3, which pertains to farm operating plans, the production and
financial records requirement is reduced from 5 to 3 years. However:

e The applicant/borrower may provide, and the Agency may consider,
records for more than the minimum of 3 years if the resulting plan will be
more accurate.

e When adequate security is not available because of a disaster, an
emergency (EM) applicant relying on repayment ability must demonstrate
a positive net cash farm income in at least 3 of the past 5 years.

PART 9, INTERNAL
CONTROLS

September 2007

Part 9 contains two sections, Farm Loan Programs Risk Assessment and DD
FLP Oversight Activities.

The policies in this part are being reviewed, but are not part of the FLP
Streamlining initiative.
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1-FLP, General Program Administration

CHECK YOUR Match the policy with the corresponding part and/or section.
UNDERSTANDING
Policy Part _and
Section
__Ifthe amount in an SBA will exceed $100,000, a pledge of collateral is required. Part 8,
Section 1

FSA inspections of construction and development are for the benefit of FSA only. Part 8,

Section 3
An annual review of the assessment may be completed during an office or a field Part 4
visit, or via a letter, phone conversation, or year-end analysis.
The production and financial records requirement was reduced from 5 to 3 years. Part 8,
Section 2

Borrowers' failure to comply with their responsibilities, unless due to reasons beyond Part 5
their control, may adversely impact future requests for assistance.

EXHIBIT 5 Exhibit 5 lists all the forms that were used to deliver FLP at the time of the
U.S. Department of Agriculture's reorganization on October 1, 1995, as well
as the forms issued since that time.

Forms are listed numerically in the left-hand column by the form number
assigned prior to FLP Streamlining.

The center column provides the 2000 series form number assigned after FLP
Streamlining. This column will be blank if the form has been made obsolete.

The title of the form is provided in the right-hand column if the form is
assigned a number in the 2000 series. The right-hand column provides the
Procedure Notice number and the date in lieu of the title, if the form was
made obsolete.

ExercCISE: ExHIBITS5  Refer to Exhibit 5 to complete the following statement.
FSA-1940-17, Promissory Note, is now:

FSA-2001
FSA-2026
Obsolete

FSA-2313

OCOw>
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1-FLP, General Program Administration

Exercise: Exhibit 5

Refer to Exhibit 5 to complete the following statement.

RD 1924-7, Contract Change Order, is now:

A. Obsolete
B. FSA-2026
C. FSA-2101
D. FSA-2465
SUMMARY In this lesson, you learned about significant policy changes in 1-FLP. Key

points to remember are:

e Part 1 provides a brief introduction to the handbook and contains a
variety of useful resources.

e The policies in Part 2 have remained the same.

o New paragraphs have been added to Part 3 to address automated systems
used in FLP delivery.

e Part 4 has been added to address policies regarding SBAs.

e Part 5 has been added to address policies regarding construction and
development.

e The policies in Part 6 have remained the same. Forms applicable to real
estate appraisals have not been renumbered.

e The policies in Part 7 have remained the same.

e Part 8 has been divided into sections. Policies regarding farm assessment,
classification of accounts, and year-end analyses have been added.

e The policies in Part 9 are being reviewed, but are not part of the FLP
Streamlining initiative.

e Exhibit 5 lists all the forms used to deliver FLP before and after
streamlining.

TRANSITION Congratulations! You have completed the FLP Streamlining: 1-FLP, General

September 2007

Program Administration course.
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1-FLP, General Program Administration

Appendix: Answer Key

Introduction

Exercise: Using the
Table of Contents

Page 2

Correct Response

Correct Response

Complete the following statement.
Information regarding farm operating plans is provided in:

Part 5
Paragraph 161
Part 8, Section 2
Part 8, Section 3

DOwp

The correct answer is D. You will find information about farm operating
plans in Part 8, Section 3.

Select the correct answer to the following question.

In which paragraph will you find information on the Direct Loan System
(DLS)?

Paragraph 1
Paragraph 122
Paragraph 164
Paragraph 49

COw>

The correct answer is D. You will find information on DLS in paragraph 49.

Check Your
Understanding

Page 3
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Refer to the Table of Contents to match each topic below with the
corresponding part.

Topic Part

FLP Authorities Part 2
Planning and Performing Construction and Other Development ~ Part 5
Miscellaneous Procedures and Systems Part 3
Supervised Credit Part 8



1-FLP, General Program Administration

Information Applicable
to All FLP Handbooks

Check Your
Understanding #1

Page 7

Correct Response

Select true or false for the following statement.

Inherent authority means that the authority to complete an action is
automatic, based on job title.

A. True
B. False

The correct answer is true. Inherent authority means that the authority to
complete an action is automatic, based on job title.

Check Your
Understanding #2

Page 7

Correct Response

Select true or false for the following statement.

The joint owners who are listed on a financing statement are required to sign
FSA-2001.

A. True
B. False

The correct answer is false. The joint owners who are listed on a financing
statement are not required to sign FSA-2001, but must sign CCC-10.

Check Your
Understanding #3

Page 7

Correct Response

Select true or false for the following statement.

Prior debt forgiveness that has been repaid in its entirety is not considered
debt forgiveness.

A. True
B. False

The correct answer is true. Prior debt forgiveness that has been repaid in its
entirety is not considered debt forgiveness.

Check Your
Understanding #4

Page 7

Correct Response

September 2007

Select true or false for the following statement.

FSA-2007, Statement Required by the Privacy Act, must be signed by those
who provide financial information but are not required to sign the
application.

A. True
B. False

The correct answer is true. FSA-2007 must be signed by those who provide
financial information but are not required to sign the application.



1-FLP, General Program Administration

1-FLP Policies

Exercise.: Part 5, Select true or false for the following statements.
Planning and

Performing

Construction and

Other Development

Page 10

Statement I

FSA visits the development site with the applicant to identify and to agree upon the False
necessary items of development and the start and ending dates of construction.

The applicant selects the design that meets the applicable local or state laws, ordinances, True
codes, and regulations.

FSA is not involved in contractor selection. True

FSA inspects the development site as frequently as necessary to ensure that the construction False
and development conform to the drawings and specifications.

Certifications may be obtained from individuals or organizations trained and experienced in  True
the compliance, interpretation, or enforcement of the applicable standards.

CHECK YOUR Match the policy with the corresponding part and/or section.
UNDERSTANDING
PAGE 12
Policy Part _and
Section
If the amount in an SBA will exceed $100,000, a pledge of collateral is required. Part 4
FSA inspections of construction and development are for the benefit of FSA only. Part 5

An annual review of the assessment may be completed during an office or a field visit, or ~ Part 8,

via a letter, phone conversation, or year-end analysis. Section 2
The production and financial records requirement was reduced from 5 to 3 years. Part 8,
Section 3
Borrowers' failure to comply with their responsibilities, unless due to reasons beyond their Part 8,
control, may adversely impact future requests for assistance. Section 1
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1-FLP, General Program Administration

Exercise: Exhibit 5
Page 12

Correct Response

Refer to Exhibit 5 to complete the following statement.
FSA-1940-17, Promissory Note, is now:

FSA-2001
FSA-2026
Obsolete

FSA-2313

OCOw>

The correct answer is B. FSA-1940, Promissory Note, is now FSA-2026.

Exercise: Exhibit 5
Page 13

Correct Response

September 2007

Refer to Exhibit 5 to complete the following statement.
RD 1924-7, Contract Change Order, is how:

Obsolete

FSA-2026
FSA-2101
FSA-2465

DOwp

The correct answer is A. RD 1924-7, Contract Change Order, is now
obsolete.
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