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RD | nstruction 1951-A
Part 1951 - SERVI Cl NG AND COLLECTI ONS

Subpart A - Account Servicing Policies

§ 1951.1 Purpose.

This Subpart sets forth the policies and procedures to use in servicing
Operating Loan (QOL), Farm Oanership Loan (FO, Soil and Water Loan (SW,
Recreation Loan (RL), Energency Loan (EM, Econom c Emergency Loan (EE)
Speci al Livestock Loan (SL), Economic Opportunity Loan (EQ, and Rural Housing
Loan for farm service buildings (RHF) accounts, herein referred to as
“Agency”. This Subpart also applies to Rural Rental Housing Loan (RRH), Rura
Cooperative Housing Loan (RCH). Labor Housing Loan (LH), Rural Housing Site
Loan (RHS), and Site Option Loan (SO accounts not covered under the
Predet erm ned Anortization Schedul e System (PASS). Loans on PASS will be
admi ni st ered under Subpart K of Part 1951 of this chapter. Cases involving
unaut hori zed assi stance will be serviced under Subparts L and N of this Part.
Cases involving graduati on of borrowers to other sources of credit will be
servi ced under Subpart F of this Part.

§ 1951.2 Policy.

Borrowers are expected to pay their debts to the Agency in accordance
with their agreenents and ability to pay. They will be encouraged to pay
ahead of schedul e, consistent with sound financial nanagement. \Wen borrowers
have acted in good faith and have exercised due diligence in an effort to pay
t heir indebtedness but cannot pay on schedul e because of circunmstances beyond
their control, servicing actions will be consistent with the best interests of
the borrower and the Governnent. It is the policy of this agency to service
borrower | oan accounts wi thout regard to race, color, religion, sex, marita
status, national origin, age, physical or mental handi cap (borrower rmnust
possess the capacity to enter into a |legal contract for services).

§ 1951.3 Aut horities and responsibilities.

Conmuni ty Devel opnent Mangers and Rural Devel opment Mangers are
responsi ble for all Agency accounts serviced by the Local and Area Ofices as
this subpart under the general gui dance and supervi sion of Area and State
O fices personnel. Full use will be made of the Local O fice Managemnent
Systemin account servicing. For the purposes of this subpart, all references
to "Conmmunity Devel opment Managers" shall be construed to nean "Rura
Devel opnent Mangers" for all |oans serviced by the Area Ofice.

§ 1951.4 - 1951.5 [Reserved]

DISTRIBUTION: W S, A L Account Servi ci ng
Servicing and Col |l ections
1
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RD I nstruction 1951-A

§ 1951.6 Handl i ng paynments. (Revised 10-28-03, SPECI AL PN.)

(a) Paynents on Agency | oans. These paynents will be handled in
accordance with subpart B of this part.

(b) Paynents on Farm Service Agency (FSA) FO and SWI1oans. Paynents
made t hrough an FSA field office will be handled in accordance wth
rel ated FSA policies handbooks. If an FSA collection is received in a
Rural Devel opnent field office, submit the paynent to the nearest FSA
field office.

(c) Local Ofice handling of direct paynment accounts. Form RD 1905-1,
"Managenent System Card - |ndividual," and Form RD 1905-5, "Managemnent
System Card - Individual (Rural Housing Only)," will be used in the
Local O fice Management System Box. These forms and the transaction
records will be maintained as described in RD Instruction 1905-A
(available in any servicing office). |In addition, an orange signal wl]l
be placed to the left of Position A on FormRD 1905-1 to denote that the
borrower is on the direct paynment system |If a borrower fails to make
paynments as agreed, or becones delinquent in taxes or insurance so that
it is necessary for the Agency to pay taxes or insurance by voucher, the
Conmuni ty Devel opnent Manager may request the Finance Ofice to renove
the borrower fromthe direct paynent nethod. |If this decision is nade,
t he Conmunity Devel opment Manager Supervisor will contact the borrower
and col l ect the remaining supply of Forms RD 370-46, “Direct Paynent
Coupons,” which will be destroyed and the borrower will be inforned that
all future paynments should be nade to the Local Ofice. If at a later
date the borrower is making paynments on schedul e, the Comunity

Devel opnent Manager may request the Finance Ofice to put the borrower
back on the direct payment method and provi de a new set of Forns

RD 370-46. These changes are made by filling out Form RD 1951- 34,
“Direct Paynent Plan Change,” in accordance with the Forns Manual I|nsert
(FM) and entering it via the field office term nal system

(d) Account servicing actions retained by the Local Ofice. For those
borrowers who nmake direct payments to the Finance O fice, the Comunity
Devel opnent Manager will continue to handle the follow ng servicing
actions:

(1) Any regular paynents a borrower is to make prior to receiving
t he packet of paynent coupons will be made through the Local Ofice
in the usual manner.

(2) Al paynments other than regular paynments will be nmade through
the Local O fice in the usual nanner.

2
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RD | nstruction 1951-A
§ 1951.6(d) (Con.)

(3) The Community Devel opnent Manager will counsel with borrowers
concerni ng questions they have about their account. |f assistance
i s needed, the Comunity Devel opment Manager will contact the State

or Finance O fice as appropriate.

(4) If an uncollectible itemis received, the Finance Ofice wll
reverse the amount fromthe borrower's account. The uncollectible
itemwith a transmttal nenorandumwi |l be sent to the Local Ofice.
The Local O fice will return the uncollectible check to the borrower
after it is fully redeened. The borrower will make payment by
sendi ng a new check and a new paynent coupon to the Finance O fice.
There will also be a non-interest accruing adm nistrative cost
charged to the borrower's account for uncollectible items due to

i nsufficient funds. (The anmounts of any such admnistrative
charges are available fromany Rural Devel opment and FSA of fice.)

(e) Borrowers receiving other type loans. |If a borrower is on direct
paynment and subsequently receives another type loan, the original |oan
may remai n on the direct payment system

(f) Borrowers with RRH, RCH, or LH |oans on a Predeterni ned
Anprtizati on Schedul e System (PASS). Loans on PASS will be adm ni stered
under Subpart K of this part.

(g) Borrowers with RRH, RCH, LH, RHS, and SO | oans admi ni stered under
this subpart. RRH, RCH, LH, RHS and SO | oans on a daily interest
accrual system (DI AS) for applying paynents adm nistered under this
subpart are subject to the direct billing and payment requirenents in

8§ 1951.506 of subpart K of this part. Al paynents are due on the first
day of the month followi ng the date shown on the promi ssory note, except
[oans with principal and interest bonds issued before May 1, 1985. Al
paynments are consi dered delinquent for reporting purposes on the 15th
day of the nmonth followi ng the payment due date if the unpaid portion of
t he paynent exceeds $15. 00.

3
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§ 1951.7 Accounts of borrowers.

(a) Accounts of active borrowers. The foundation for proper and tinely
debt payment is sound farm and hone pl anni ng or budgeting, including

pl ans for debt paynents, supplenented by effective foll ow up managenent
assi stance. Account servicing, therefore, nust begin with initia

pl anni ng and nust be an integral part of analysis and subsequent

pl anni ng, as well as foll ow up nanagenment assi stance.

(b) Accounts of collection-only borrowers.

(1) Collection-only borrowers are expected to pay debts to the
Agency in accordance with their ability to pay. Efforts to collect
such debts, including use of collection letters and account
servicing visits, nmust be coordinated with other program activities.
If these borrowers are unable to pay in full, appropriate debt

settl enent policies should be pronptly applied.

(2) Envel opes addressed to collection-only borrowers will bear the
| egend "DO NOT FORWARD." \When an envel ope is returned indicating
t he borrower has noved, appropriate steps will be taken to deternine

the borrower's correct address.

(3) Regular County O fice enployees are generally expected to
service the collection-only caseload when it is of noderate size.
State Directors may assign additional enployees to County Ofices
havi ng | arge coll ection-only casel oads when necessary to service
such cases to a pronpt conclusion. State Directors may informthe
Nati onal Office of the need for enploying special collection
personnel in urban areas having |large collection-only casel oads when
enpl oyees are not available to assign to such areas.

(4) The following actions will be taken in servicing accounts owed
by coll ection-only borrowers:

5
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§ 1951. 7(b) (Con.)

(i) Rural Devel opnent Managers will review, yearly, al
collection only cases in each Local Ofice with the Conmunity
Devel opment Manager as early in each fiscal year as possible.
They will jointly agree on the actions to take and wil|l

conpl ete Form RD 451-27, "Review of Collection-Only Accounts.”

(ii) Rural Devel opment Managers will establish with Conmunity
Devel opnent Managers a systematic plan for collecting the
accounts or initiating appropriate debt settlenent actions
during the year.

(iii) Comunity Devel opment Managers will include in their
nmont hly cal endars plans for servicing these accounts.

(iv) On visits to Local Ofices, Rural Devel opnent Managers
will review the progress being made by Community Devel opnent
Managers to insure that goals will be reached.

(v) For collection-only accounts in Area Ofices, the State

Director will review the accounts as required in paragraphs
(b)(4) (i) through (b)(4)(iv) of this section and the Rura
Devel opnent Manager will service the account.

(c) Notifying borrowers of paynents. Conmunity Devel opment Managers
will notify borrowers of the dates and anmpbunts of paynents that have
been agreed on for all types of accounts. Form RD 451-3, "Reni nder of
Payment to be Made," or sinilar form approved by the State Director

will be used. The formwll not contain any | anguage indicating that an
account is delinquent. These notices will be timed to reach borrowers
i medi ately before the receipt of the incone from which the paynents
shoul d be nade or before the installment date on the note, as
appropriate, and may include other pertinent information such as a
reference to agreenents reached during the year and sources of incone
fromwhi ch the paynment was planned. Such notices need not be sent when
frequent paynments are schedul ed and the borrower customarily nakes the
paynments when due.

(d) Subsequent servicing.

(1) Wen a Farner Program borrower fails to make a paynent as
agreed, the Comunity Devel opment Manager will notify the borrower
in accordance with subpart S of part 1951 of this chapter

(2) Wen other than a farm program borrower fails to make a payment
as agreed, the Conmunity Devel opment Manager will contact the
borrower to discuss the reasons why the payment was not made and to
devel op specific plans for making the paynent. Form RD 451-32,

6
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8§1951.7 (d)(2) (Con.) RD I nstruction 1951-A

"Notice of Payment Due," nmay be used to notify borrowers who make
payments directly to the Finance Office that their paynent has not
been received. Form RD 450-13, "Request for Assignnment of |ncone
From Trust Property,"” may be used when other nethods of |oan
collection fail and debt repaynent is possible fromtrust incone.
In the event the borrower refuses to nake the payment when incone is
available, or if it is determned that income will not be avail able
to make the payment within a reasonable length of time and will not
be available to make future paynents, action will be taken to
protect the Governnent's interest in accordance with applicable
regul ations. Followp actions for subsequent servicing will be

not ed on appropri ate Management System Cards.

(e) Maintaining records of accounts in County Ofices. Records of the
accounts of Agency borrowers wll be maintained 1n the County Ofice on
Forms RD 1905-1, RD 1905-5, RD 1905-10, "Managenment System Card -

Associ ation," as provided in RD Instruction 1905-A (avail able in any
Agency office).

(f) Inquiry for Multiple Famly Housing (MFH) loans. Inquiry for al
RRH, RCH, LH, RHS, and SO | oans and grants wll be made through field
term nal s using procedures in the "M-H Users Procedures” manual or by
contacting the MFH Unit in the Finance Ofi ce.

(Renunbered 10-14-88, SPECI AL PN)

(g) Ilnquiry for other than Multiple Famly Housi ng (M-H) | oans.

Inquiry for these loan prograns wll be made through field termnals
using procedures in the "Automated Di screpancy Processing System (ADPS)"
manual s. (Added 12-28-88, PN 100)

(h) Loan Summary Statenents. Upon request of a borrower, The Agency

i ssues a loan summary statenment that shows the account activity for each
| oan nade or insured under the Consolidated Farm and Rural Devel oprent
Act. The field office will post on the bulletin board a notice
informing the borrower of the availability of the | oan summary
statement. See Exhibit A for a sanple of the required notice.
(Renunbered and revi sed 12-28-88, PN 100)

(1) The loan summary statenment period is from January 1 through
December 31. The Finance Ofice forwards a copy of Form RD 1951-9,
"“Annual Statement of Loan Account,"” to field offices to be retained
in borrower files as a pernanent record of borrower account activity
for the year. (Revised 12-28-88, PN 100)

(2) Quarterly FormRD 1951-9 are retained in the Finance Ofice on

m crofiche. These quarterly statenents reflect cumul ative data from
t he begi nning of the current year through the end of the nobst recent
quarter. |If a borrower requests a |loan summary statement with data

t hrough the nobst recent

7
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8§1951.7 (h)(2) (Con.)

quarter, County Supervisors nmay Request copies of these quarterly or
annual statenents by sending Form RD 1951-57, "Request for Loan
Sunmary Statenent,"” to the Finance Office. (Revised 12-28-88, PN
100)

(3) Wen a loan sunmary statement is requested by the borrower, the
field office will copy the applicable annual or quarterly Forns RD
1951-9. A copy(ies) of FormRD 1951-9, a copy of Form RD 1951-58,
"Basis for Loan Account Payment Application for Farner Program
Loans," and a copy of the prom ssory note show ng borrower
installments will constitute the | oan sumary statenment provided to
the borrower. (Revised 12-28-88, PN 100)

§1951.8 Types of paynents.

(a) Regular paynents. Regular paynents are all paynents other than
extra paynents and refunds. Usually, Regular paynents are derived from
farmincone, as defined in 81962.4 of Subpart A of Part 1962 of this
chapter. Regular paynents also include paynents derived from sources
such as Agricultural Stabilization and Conservation Service paynents
(other than those referred to in paragraph (b) of this section), off-
farmincone, inheritances, life insurance, nineral royalties and i ncone
frommneral |eases (see 81965.17 (c) of Subpart A of Part 1965 of this
chapter), including income fromleases or bonuses. Regular paynments in
the case of a Section 502 RH |loan to an applicant involved in a nutua
self-help project will include |oan funds advanced for the payment of
any part of the first and second installnments. Al paynents to the | ock
box facility(ies) by direct paynent borrowers are considered regul ar
payments.

(Revised 11-12-93, SPECI AL PN.)

(b) Extra paynents. Extra paynents are paynents derived from

(1) Sale of chattels other than chattels which will be sold to
produce farmincome or real estate security, including rental or
| ease of real estate security of a preciating or depleting nature.

(2) Refinancing of the real estate debt.

(3) Cash proceeds of real property insurance as provided in Subpart
A of Part 1806 of this chapter (RD Instruction 426.1). (Renunbered
2-3-86, SPECIAL PN.)

(4) A sale of real estate not nortgaged to the Governnent, pursuant
to a condition of |oan approval. (Renunbered 2-3-86, SPECI AL PN.)

(5) Agricultural Conservation Program paynents as provided in
Subpart A of Part 1941 of this chapter. (Renunbered 2-3-86, SPECI AL
PN.)
8
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8§1951.8 (b) (Con.) RD I nstruction 1951-A

(6) Transactions of a simlar nature which reduce the val ue of
security other than chattels which will be sold to produce farm
i ncome. (Renunbered 2-3-86, SPECI AL PN.)

(c) Refunds. Refunds are payments derived fromthe return of unused
| oan or grant funds, except that the term"refunds" as used in Form RD

1940- 17, "Pronissory Note," will be construed to nean the return of
funds advanced for capital goods, when a loan is nmade for operating
pur poses.

8§1951.9 Distribution of paynments when a borrower owes nore than one type of
Agency | oan.

"Di stribution" neans dividing a paynent into parts according to the rules
set out in this section. This section only applies after the County
Supervi sor determ nes the ampunt of proceeds that will be rel eased for other
pur poses in accordance with the annual plan (Form RD 431-2, "Farm and Hone
Plan") and Form RD 1962-1, "Agreenent for the Use of Proceeds/Rel ease of
Chattel Security." (Revised 10-14-88, SPECI AL PN.)

(a) Distribution of regular paynents.

(1) Wen a borrower owes nore than one type of Agency | oan, regul ar
paynments received fromeach crop year's incone will be distributed
in accordance with the following priorities:

(1) First, to an anmount equal to any advances nmade by The
Agency Tor the crop year's living and operating expenses. |f
no advances were made, distribute the paynment according to
paragraph (a)(l)(ii) of this section. |If the amount of the
paynment was greater than the ampbunt of any advances, the excess
shoul d be distributed according to paragraph (a)(l)(ii) of this
section.

(i) Second, to The Agency loans in proportion to the
approxi nat e anmobunts due on each for the year. |n determning

t he amounts due for the year, deduct an amount equal to any
advances for the year's living and operating expenses. |If the
amount of the paynent exceeds the ampbunt of any advances pl us

t he amobunt due on each loan for the year, the excess shou e
di stributed according to paragraph (a)(l)(iii) of this section.

(iii) Third, to The Agency loans in proportion to the

del i nquenci es existing on each. |If the anpbunt of the paynent
exceeds the anpunt of any advances plus the anpbunt due on each
| oan for the year plus any delinquencies, the excess should be
di stributed according to paragraph (a)(l)(iv) of this section

9
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8§1951.9 (a)(l) (Con.)

(iv) Fourth, as advance payments on The Agency |l oans. In
maki ng such distribution consider the principal bal ance

out st andi ng on each loan, the security position of the liens
securing each loan, the borrower's request, and rel ated
ci rcumnst ances.

(2) When the County Supervisor determnes it is reasonable to
expect that the incone which will be available for paynent on The
Agency debts will be sufficient to pay the installnents schedul ed
for the year under the first and second priorities, collections may
be distributed so as to avoid unnecessary del i nquencies, and regul ar
paynments derived fromrental or |ease of real estate security after
approval of foreclosure or voluntary conveyance will be distributed
to the real estate lien of the highest priority.

(3) Paynments will be distributed differently than the priorities
provided in this section if accounts are out of bal ance or a
different distribution is needed to protect the Governnent's
interest.

(4) Any incone received fromthe sale of softwood tinmber on
margi nal | and converted to the production of softwood tinmber nust be
applied on the ST loan(s). (Added 7-13-86, SPECI AL PN.)

(b) Distribution of extra paynents. Extra paynments will be distributed
first to the Agency | oan having highest priority of lien on the security
fromwhi ch the paynment was derived. Wen the paynent is in excess of

t he unpai d bal ance of the Agency lien having the highest priority, the
bal ance of such paynent will be distributed to the Agency | oan having

t he next highest priority.

(c) Application of paynents. After the decision is reached as to the
ampunt of each payment that is to be distributed to the different |oan
types, application of the paynent will be governed by 881951. 10 or
1951. 11 of this subpart as appropriate.

8§1951. 10 Application of paynments on producti on-type | oan accounts.

Enpl oyees receiving paynents on O, EO SWcodes "24," EMfor Subtitle B
pur poses, EE operating-type, and other production-type |oan accounts wll
sel ect, in accordance with the provisions of this section, the account(s) to
whi ch such paynment will be applied. All paynents on OL and EM | oans approved

on or before Decenber 31, 1971, will be credited first to any adm nistrative
costs, then to noncapitalized interest, then to the amount of accrued deferred
interest and then to principal. Al payments on all other |oans including OL

and EM | oans approved after December 31, 1971, will be credited first to any

10
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§1951.10 (Con.) RD I nstruction 1951-A

admi ni strative costs, then to noncapitalized interest, then to the anmount of
accrued deferred interest, then to interest accrued to the date of the paynent

and then to principal, in accordance with the terns of the note. This section
only applies after the County Supervisor determ nes the ampunt of proceeds
that will be released for other purposes in accordance with the annual plan

(Form RD 431-2) and Form RD 1962-1. (Revised 12-8-89, SPECI AL PN)

(a) Rules for selection of accounts. The following rules will govern
the selection of accounts and Installments to which payments will be
applied. As used in this section, "recoverable costs" are those which
t he | oan agreenent documents say the borrower is primarily responsible
for paying and which the governnent can charge to the borrower's
account .

(1) Payments fromfarmincone or from assignnments of inconme will be
applied first to accounts with small bal ances, including recoverable
costs, to renpbve such accounts fromthe records. Any balance wil|
be applied on debts secured by the lien in the foll ow ng order

(1) To anounts due or falling due on | oans nade in
connection with the current year's operations, except:

(A) Wen funds | oaned for the purchase of capital goods
were used to neet the current year's operating expenses,
paynments will be applied first to the final unpaid
installnents to the extent of the | oan funds so used.
These paynents will be treated as extra paynents.

(B) When installments on | oans previously made fall due
before the installnent on the loan for the current year's
operations or when such |oans are delinquent and it is
anticipated that sufficient income will be received to
neet the installment on the current year's operations when
due, collections nmay be applied first to installnments on

| oans made i n previous year

(ii) To accounts having the ol dest delinquencies, or if no
del i nquencies, to the ol dest unpaid account, except that the

amount avail able for payment on OL and EM | oan accounts will be
prorated between the two accounts on the basis of:

(A) The delinquent anount owed on each, or
(B) The total ampunt owed on each if there are no
del i nquenci es.

10A
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8§1951.10 (a) (Con.) RD I nstruction 1951-A

(2) Non-Farmincone and paynents derived fromthe sale of rea

estate security, will be applied to the earliest account secured by
the earliest lien covering such security. The anount to be applied
to principal will be applied to the final unpaid installnent(s).

(3) On partial refunds of |oan advances, the anount to be applied
to the principal will be applied to the final unpaid installments on
the note which evidences such advance; however, a refund of an
advance for current farm and home expenses repayable within the year
may be applied to the principal on the first unpaid installnent on
such note as a regul ar payment.

(4) Total refunds of |oan advances will be applied to the notes
whi ch evi dence such advances.

(5) In applying paynents from sources other than those in
par agraphs (a)(2), (3), and (4) of this section, the borrower has
the right to select the | oan account or accounts on whi ch such

paynments will be applied. |In the absence of the borrower's
sel ection, such paynents generally will be applied in the follow ng
order: (Renumbered 04-30-92, SPECI AL PN.)
(1) To accounts with small bal ances, including recoverable
costs.

(ii) To accounts with the ol dest unsecured note(s).
(iii) To accounts with the ol dest delinquenci es.
(iv) To accounts with the ol dest secured note or notes.

(6) Enployees receiving collections are authorized to make
exceptions to paragraph (a)(1), (2), and (5) of this section when it
is necessary to apply a part of a payment to delinquent accounts to
prevent the Federal Statute of Limtations frombeing asserted as a
defense in suits on Agency clainms. (Revised and Renunbered 04-30-
92, SPECI AL PN.)

(b) Paynents in full. Errors of a significant anpunt in conputation or
collection wll be called to the attention of the collection official by
the Finance Office. The borrower's note will not be returned until the
bal ance on the |oan account is paid in full. Cains by or on behalf of

the borrowers that the anmbunts owed have been conputed incorrectly wll
be referred to the Finance Ofice.

81951.11 Application of paynents on real estate accounts.

(a) Regular paynents. |If a borrower owes nore than one type of rea
estate loan, or has received initial and subsequent real estate |oans on
whi ch separate accounts are maintained, payments on such accounts shoul d
be applied so as to maintain the note accounts approximately in bal ance
at the end of the
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year with respect to installments due on the notes, other changes, and
del i nquenci es.

(b)

(c)

(d)

Ref unds and extra paynents.

(1) Refunds will be applied to the note representing the | oan from
whi ch the advance was made.

(2) Extra paynments will be applied to the note secured by the
earliest nortgage on the property fromwhich the extra payment was
obt ai ned.

(3) Funds renaining froman RH grant or a conbination | oan and
grant, after conpletion of devel opment, will be refunded. |If the
borrower received a conbination | oan and grant, the remaining funds
up to the amount of the grant are considered to be grant funds.

County Office actions.

(1) The collection official will conplete Form RD 451-1
"Acknowl edgenent of Cash Paynent," in accordance with the FM when
cash or noney orders are received as a payment.

(2) The collection official will conplete Form RD 451-2, "Schedul e
of Remittances," in accordance with the FM.

Fi nance O fice handl i ng.

(1) Regular paynments will be handled as foll ows:

(1) Payments will be applied first to satisfy any

admi ni strative costs such as a charge for an uncollectible
check (the anpbunt of any such charges are available from any
Agency office). (Added 12-8-89, SPECI AL PN.)

(ii) Amounts paid on direct loan accounts will be credited to
the borrower's account as of the date of Form RD 451-2, or for
direct paynents the date paynent is received in the Finance

Ofice, and will be applied first to a portion of any interest
whi ch accrues during the deferral period, second to iInterest
accrued to the date received, and third to principal, in
accordance with the terns of the note. (Renunbered 12-8-89,
SPECI AL PN.)

(iii) Amounts paid on insured | oan accounts will be credited

to the borrower's account as of the date of Form RD 451-2 or
for direct paynent the date is received in the Finance Ofice,
and will be applied in the follow ng order: (Renunmbered 12-8-
89, SPECI AL PN.)

(A) Advances fromthe insurance funds as shown on the

| at est Form RD 389-404, "Analysis of Accounts Mturing."
(If the collection is intended for final paynent of the
[ oan, or to pay the insurance account in connection with
an assunption agreenment, the

12
(Revi sion 2)



8§1951. 11 (d)(I)(ii) (Con.) RD I nstruction 1951-A

collection will be applied first to the interest accrued
on the advance to the date of the paynent.)

(B) Principal advanced fromthe insurance fund.
(© Unanortized costs.

(D) Anpunt due for anortized costs for taxes and
i nsur ance.

(E) Unpaid | oan insurance charges, including the current
year's charge, when applicable.

(F) First to a portion of any interest which accrues
during the deferral period, second to accrued interest to
the date of the paynent on the note account and then to

t he principal balance of the note account in accordance
with the terns of the note.

(2) Extra paynments and refunds will be credited to the borrower's
note account as of the date of Form RD 451-2 and will be applied
first to a portion of any interest which accrues during the deferra
peri od, second to interest accrued to the date of the recei pt and
third to principal in accordance with the terns of the note. The
amount to be applied to principal will be applied to the fina
unpaid installment(s). Extra paynents and refunds will not affect
the schedul e status of a borrower except indirectly in connection
with the anortization of a direct |oan.

(3) The Finance Ofice will renmt final paynents pronptly to
 enders. Oher collections (regular, extra, and refunds) applied to
a borrower's insured note will be accunul ated until the annua
install ment due date, and will be renmtted al ong any advances from
the insurance fund to the lender within 30 days after the

install nent due date. All payments to a lender will be credited
first to interest to the date of the Treasury check and then
principal. Since the application of a paynent to a borrower's
account with the Governnent and the Government's account with a
lender is of a different effective date, the bal ance owed by a
borrower to the government and by the Governnent to a | ender
ordinarily will not be the sane.

§1951. 12 Changes in the application of | oan paynents.

(a) Authority to change paynents. County Supervisors and Assi stant
County Supervisors are hereby authorized to approve requests for changes
in the application of payments between | oan accounts when paynents have
been applied in error and such requests conformto the policies
expressed in this Subpart. However, no change will be nmade if the
paynment applied in error resulted in the paynent in full of any Agency

| oan and the cancelled note or notes have been returned to the borrower.

13
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(b) FormRD 1951-7, "Request for Change in Application." Requests for
changes 1 n application of paynents wll be nade on Form RD 1951-7. For
requests whi ch County Supervisors or Assistant County Supervisors are
aut horized to approve, the County Supervisor or Assistant County
Supervisor will sign the original of FormRD 1951-7 and forward it to
the Finance Ofice will send Form RD 451-26 to the County O fice when
the change is nade on Finance Ofice records. (Revised 5-3-89, PN 107)

(c) Changes by the Finance Ofice in application or renittances.

(1) Wen reapplication of collections is made by the Finance Ofice
Form RD 451-8, "Journal Voucher for Loan Account Adjustnents,"” wll
be prepared. Form RD 451-26 will be forwarded to the County O fice
to show the reapplication.

(2) When necessary, the Finance Ofice will correct Form RD 451-2
as prepared by the County Ofice.

§1951. 13 Overpaynents and refunds.

(a) The Finance Ofice will mail any overpaynent refund check to the
County Supervisor, who will verify that the refund is due before
delivering the check

(b) Borrower requests for overpaynent refunds nust be writing.
Borrowers will be discouraged fromrequesting refunds when the County
O fice records show that a refund is not due, however, the County
Supervisor will forward any requests to the Finance Ofice. Finance

O fice conputations will control in determ ning the amount of any
refund.
(c) Underpaynments or overpaynments of less than $10 will not be

col l ected or refunded (except as provided in paragraph (b) of this
section) since the expense of processing the action would be nore than
t he anount invol ved.

81951. 14 Recoverabl e and nonrecoverabl e cost charges.

(a) The County Supervisor will:

(1) Prepare vouchers for recoverable and nonrecoverabl e cost
charges according to the applicable instruction for the type of
advance being made. ("Recoverable costs" is defined in 81951.10 (a)
of this subpart).

(2) If a recoverable cost, show on the voucher the fund code to
whi ch the advance is to be charged.
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(3) If the cost itemrelates to security for nore than one type of
account, show the code for the | oan secured by the earliest
prom ssory note (if lien secures nore v one note).

(b) The Finance Ofice will forward Form RD 451-26 to the County O fice
when the recoverabl e cost charge is processed.

81951.15 Return of paid-in-full or satisfied notes to borrower.

(a) Notes not held in County Office. Wen the original of the note is
not held in the County O fice, the County Supervisor will request the
Fi nance Ofice to acquire and forward the note to the County O fice.

(b) Return of notes after collection. Wen a note (or |oan-type
account) evidencing an O, EM EE, EO special livestock (SL), SWIoan
coded "24", or other production-type |oan has been satisfied by paynent
in full, the County Supervisor will exanm ne the borrower's records in
the County Ofice and deternine that the account has been satisfied
before delivering the note to the borrower (see 81962.27 of Subpart A of
Part 1962 on the satisfaction of chattel security instruments). The
note(s) will be returned to the borrower inmediately except that:

(1) Wen the final paynent is nade in a formother than currency
and coin, Treasury check, cashier's check, certified check, Posta
or bank noney order, bank draft, or a check issued by a responsible
lending institution or a responsible title insurance or title and
trust conpany, the note or notes will not be surrendered until 30
days after the date of final payment, and

(2) When notes are needed in maki ng margi nal rel eases or
sati sfactions or security instrunents, the notes will be held unti
the instrunents are satisfied

(c) Surrender of notes to effect collection.

(1) County Supervisors are authorized to surrender notes to
borrowers when final payment of the ampunt due is made in the form
of currency and coin, Treasury check, cashier's check, certified
check, Postal or bank nobney order, bank draft, or a check issued by
a responsible lending institution or a responsible title insurance
or title trust conpany.

(2) The anpbunt due on the note(s) to be surrendered will be
confirmed with the Finance Ofice. County Supervisors wll request
the original note(s) fromthe Finance Ofice if it is not in the
County O fi ce.
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(d) Return of notes reduced to judgnent. Notes which have been reduced
to judgment are a part of the court records and ordinarily cannot be
wi t hdrawn and returned to the borrower even after satisfaction of the

judgment. Therefore, no effort will be nmade to obtain and return such
not es except on the witten request of the judgnment debtor or debtor's
attorney. Such requests will be referred to the Ofice of the Genera

Counsel (0GC).

(e) Debt settlenent case. See Subparts B or C of Part 1956 of this
chapter for the handling of notes in debt settlenment cases.
(Revi sed 04-10-91, SPECI AL PN.)

(f) Lost notes.

(1) Al prom ssory notes dated on or after 11-1-73 are held in the
County O fice. A few notes (with the exception of OL notes) are

still held by investors. |If a note dated prior to 11-1-73 cannot be
located in the County Office and it is needed for servicing the
case, the County Supervisor will wite a nenorandumto the Finance

O fice explaining why the note is needed. The request should give
t he nane and case nunber of the borrower, date and origi nal anopunt
of the loan, type of |oan and | oan code.

(2) If a pronmissory note is lost in the County Office and it is
needed for servicing a case, the State Director nmay authorize the
County Supervisor to execute an appropriate affidavit regarding the
| ost note. The formof such an affidavit will be provided by OGC

81951.16 Oher servicing actions on real estate type |oan accounts.

(a) Installnment on note and ot her charges.

(1) Direct loan accounts. For borrower with a direct loan, the
term"install ment on note and other charges," as used in this
subpart, will be the sumof the foll ow ng:

(i) Annual installment for the year as provided in the
prom ssory note(s).

(ii) Any recoverable cost charges paid for the borrower during
the year. ("Recoverable costs" is defined in 81951.10(a) of
this subpart.)
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(2) Insured |oan accounts. "Loan insurance charge" neans a
separate I nsurance charge applying to FO and SWi nsured | oans

evi denced by prom ssory note fornms bearing a formdate before
January 8, 1959. For all insured |oans evidenced by note forns
bearing a formdate of January 8, 1959, or later, the insurance
charge is called "annual charge" and is included in the interest
position of the annual installment in the note. For a borrower with
an insured loan, the term"Installment on note and other charge"
nmeans the sum of the foll ow ng:

(i) Annual installment for the year as provided in the
prom ssory note

16A
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(ii) Anmounts owed the Agricultural Credit |nsurance Fund.
These ampunts are covered by the general term "Insurance
Account" and consist of the follow ng:

(A) Unpaid | oan insurance charges fromprior years.

(B) Loan insurance charge for the current year. The |oan
i nsurance charge is computed on the basis of the amount of
the unpaid principal obligation as of the installnment due
date and is due and payable on or before the next

i nstal |l nent due date.

(© Any unpaid bal ance on advances fromthe insurance
fund, including any recoverabl e cost charges paid for the
borrower during the year

(D) Any accrued interest on advances fromthe insurance
funds.

(iii) The ambunts owed on the insurance account nust be paid
by regul ar paynents each year whether or not the note account
i s ahead of schedul e.

(b) Schedul e status. For direct and insured |oans, a borrower will be
on schedul e when the sum of regular paynments through the | ast preceding
due date of the note equals the sumof installnents on the note and

ot her charges due through the same date. Such a borrower will be ahead
of schedul e or behind schedul e when the sum of such regul ar payments is
larger or smaller, respectively, than the sum of such installnents on

t he note and ot her charges.

(c) Real estate paynents. A borrower nay neke regul ar payments ahead
of schedule at any time and use themlater to forego paynents or to
suppl enent the anount avail abl e during any year for payment on the
annual installment on the note and ot her charges. Refunds and extra
payments will not be used in this way.

§1951. 17 - 1951.24 [Reserved]

81951.25 Reviewof limted resource FO, O., and SWI oans.
(Revi sed 03-18-93, SPECI AL PN.)

(a) Frequency of reviews. O., FO and SWloans will be reviewed each
year at the time the analysis is conducted in accordance with Subpart B
of Part 1924 of this chapter and any time a servicing action such as
consol i dation, rescheduling, reanortization or deferral is taken. The
interest rate may not be changed nore often than quarterly. (Revised
03-18-93, SPECI AL PN.)
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(b)

Met hod of review.

(1) Each loan will be considered on its own nerit.
(2) The County Supervisor should consider

(i) The borrower's income and repaynent record during the
precedi ng years;

(ii) The projections shown on the nost recent Farm and Home
Plan or other simlar plan of operation acceptable to The
Agency, in light of the previous year's projected figures and
actual figures; (See Subpart B of Part 1924 of this chapter)

(iii) \Whether inproved production practices have been or need
to be inpl enented,;

(iv) The borrower's progress as a farmer; and

(v) Al other factors which the County Supervisor believes
shoul d be consi dered.

(3) The Farm and Hone Plan projections for the com ng year mnust
show that the "bal ance avail able to pay debts" exceeds the anount
needed to pay debts by at |east 10 percent before an increase in
interest rate is put into effect. Borrowers that continually
purchase unpl anned itenms wi thout the County Supervisor's approva
will have the interest rate on their loans increased to the current
rate for that |loan type. Borrowers that fail to provide the County
Supervisor with the information needed to conduct the analysis
required in Subpart B of Part 1924 of this chapter will have their
interest rate on their loan increased to the current rate for the
O., FO or SWloan as applicable. The rate nmay increase in

i ncrenents of whole nunmbers to the current regular interest rate for
borrowers. In the borrower's case file, the County Supervisor mnust
docunent the unpl anned purchases and the failure to provide
information in a tinely manner. The County Supervisor nust wite
the borrower a letter which sets out the facts docunented in the
case file and advises the borrower that the interest rate will be

i ncreased unl ess the unpl anned purchases cease or unless the
borrower provides information in a timely nmanner. \Whenever it
appears that the borrower has a substantial increase in income and
repaynent ability or ceases farm ng, either the interest
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§1951. 25 (b)(3) (Con.)

(c)

(11- 1- 85)

rate may be increased to the current rate for FO O, or SWI oans,
as applicable, or the borrower will be graduated fromthe program as
provided in Subpart F of this part. (Revised 03-18-93, SPECI AL PN.)

(4) The County Ofice will be responsible for scheduling and
conpl eting the reviews.

(5) Borrowers who have received a deferral under Subpart S of this
part will not have the interest rate increased on their linmted
resource loans during the deferral period. (Revised 10-14-88,
SPECI AL PN.)

Processi ng.

(1) If, after the review, the interest rate is to remain the sane,
no further action needs to be taken

(2) Wen the interest rate is increased to the current rate, the
loan will be recorded as a regular loan and will no | onger be
considered a limted resource |oan. The borrower nust be notified
inwiting at least 30 days prior to the date of the change.
Exhi bit B of this subpart nay be used as a guide. The effective
date of the change in interest rate will be the effective date on
Exhi bit B. The borrower must be informed of the followi ng for each
l oan: (Revised 01-30-91, PN 155.)

(i) The authorization for the change,

(ii) Reason for change (repaynment ability, etc.),

(iii) The effective date and rate of the increase in interest,

(iv) Amunt of the new installnents and dates due,

(v) Right to appeal

(3) It is not necessary to obtain a new pronmissory note for this
change in interest rate.
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8§1951.26 Resolution of problem cases. (Added 8-9-89, PN 115.)

Loan servicing problens which cannot be resol ved through normnal
transacti on processing or other |oan servicing methods should be submitted to
the Finance Ofice as probl em cases.

(a)

(b)

County OFfice actions.

(1) The County Ofice will submit Form RD 1951-62, "Explanation of
Probl em Case," through the State Office for each problemcase. The
County O fice must assure that all supporting docunmentation is
provided to help in resolving the probl em case.

(2) If the problemrelates to an unprocessed form such as a
payment assi stance agreement, a copy of the form should be attached
to the Form RD 1951-62. Each delinquency audit request should have
Form RD 1951-63, "Delinquency Audit Wrksheet," attached with all
supporting docunmentation. (Revised 10-27-95, SPECIAL PN.)

(3) Wen the application of a direct paynent is in question, a copy
of both front and back of either the endorsed check or noney order

shoul d be provided.

State correspondence coordi nator actions.

(1) The appointed coordinator will serve as the contact point for
resol ving any questions or problems as they arise. Each Form

RD 1951-63 will reference one borrower. Any correspondence rel ated
to |l oan servicing received by the Finance Ofice directly fromthe
County O fice will be returned to the State O fice wi thout action
bei ng t aken.

(2) After screening all problemcases subnmitted fromthe County

O fices for accuracy and conpl eteness, the State Ofice will forward
the problem cases to the Finance Ofice. Problemcases should be

bl ocked and sent to the Finance Ofice as a single package by the
first of each nonth. Form RD 1951-61, "Control of Problem Case
Correspondence, " will be subnmitted with the package identifying each
probl em case submitted. Form RD 1951-61 will be used to coordinate
efforts between the State Office and the Finance Ofice to assure
that all correspondence is resolved.
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(c) Telephone calls. Telephone calls from County Offices relating to
cases 1 n the process of being handl ed through correspondence must pass
t hrough the state coordi nator or his/her designee. |If County or State
O fices have any problens or questions concerning any of the cleared
correspondence on the Mnthly Correspondence Report, they may call
directly to the Finance Office | oan servicing teamthat services their
state (Exhibit Q).

(d) Finance Ofice actions. The Finance Ofice will give priority
handl ing to problens submtted t hrough the problem case resol ution
system Depending on the conplexity of the problemcase, all cases wll
not necessarily be resolved during the nonth the case is received. The

Finance Office will return all responses through the State Office with a
copy going to the originating field office. |In addition, the Finance
Ofice will provide a Monthly Correspondence Report to each State and

County O fice. For those offices having activity, the report shows the
current status of each case for the two categories, items uncl eared and
items cleared.

(e) Activities not inpacted by the problem case resolution system

(1) Form RD 451-2, "Schedul e of Remittances,"” when found to be in
error, should be copied and sent directly to the Finance Ofice with
a Form AD-311. "Speed Menp," containing an explanation of the
problem These corrections will be in addition to the problem cases
subm tted through the State Office. If FormRD 451-2 was part of a
concentration banking packet, all related problenms are to be
directed to the Collections Branch.

(2) Correspondence related to the servicing of Automated Multi -
Housi ng Accounting System (AMAS) | oans can be subnmitted to the
appropriate State AMAS Coordi nator.

(3) Correspondence related to the servicing of community program
loans may still be sent directly to the Finance Ofice.

8§1951. 27 - 1951.49 |[Reserved]

§1951.50 OWB control nunber.

The collection of information requirenments in Subpart A of Part 1951 have
been approved by the Ofice of Managenment and Budget and assi gned OVB contr ol
nunber 0575-0075. (Added 7-13-87, SPECI AL PN.)

Attachnments: Exhibits A B, and C.

0o
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Exhibit A

NOTI CE TO AGENCY BCRROWERS

Agency borrowers with farnmer program and conmunity program | oan types made
under the Consolidated Farm and Rural Devel opnent Act nmay request a | oan
sunmary statement which shows the cal endar year account activity for each

loan. Interested borrowers may request these statenments through their |oca
Agency office.

(12-28-88) PN 100
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Exhibit B
United States Departnent of Agriculture
(insert Agency nane)
(insert date)
NOTI CE OF CHANGE | N | NTEREST RATE
[ _ _ _
(insert borrower's address) RE: | | - | - ||
FUND LOAN KI ND
[ CODE NUVBER CODE
Dear (insert borrower's nane and case nunber)
Your prom ssory note dated for the original anmount of
dollars ($ ) provides for a change in interest rate for a

limted resource loan in accordance with Rural Devel opment regul ations.

Effective (insert date) the interest rate on this loan will be percent (
% on the unpaid principal balance. Your installnment due January 1, 19
will be dollars ($ ). This change in interest rate is for the

reason i ndi cated bel ow.

| | Increase in repaynent ability as per Farm and Hone Pl an dated

| | _(insert reason if other than above for increase in interest rate)

You may appeal this action by witing to (hearing officer) (addr ess)
within 30 cal endar days of the date of this letter, giving the reason why you
believe this natter should be decided differently. This time my be extended
if you cannot notify the hearing officer within 30 days for reasons beyond
your control

Si ncerely,

County Supervi sor

o000

(01-30-91) PN 155
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Exhibit C
Page 1
MONTHLY ALLOTMENT BY STATE

Fi nance O fice FTS Phone FTS Phone
State Cont act Nunber Super vi sor Nunber
01-AL Patsy M ler 262- 6475 Susan Wit aker 262-2843
02- AZ Joann Ei de 262- 2446 Susan Wit aker 262- 2843
03- AR Jean Hopson 262- 2824 Susan Wit aker 262-2843
04- CA Deni se Jackson 262-6141 Rosal i e Dugan 262- 6031
05- CO Deni se Jackson 262-6141 Rosal i e Dugan 262- 6031
06-CT Jean Hopson 262- 2824 Susan Wit aker 262-2843
07-DE Patsy M ler 262- 6475 Susan Wit aker 262-2843
09-FL Patsy MIler 262- 6475 Susan Wit aker 262-2843
10-GA Linda Nattier 262- 6472 Rosal i e Dugan 262- 6031
12-1D Karen Johni see 262- 6421 Rosal i e Dugan 262- 6031
13-1L Karen Johni see 262- 6421 Rosal i e Dugan 262- 6031
15-1N Karen Johni see 262- 6421 Rosal i e Dugan 262- 6031
16-1A Linda Nattier 262- 6472 Rosal i e Dugan 262- 6031
18-KS Joann Ei de 262- 2446 Susan Wit aker 262- 2843
20-KY Deni se Jackson 262-6141 Rosal i e Dugan 262- 6031
22-LA Joann Eide 262- 2446 Susan Wit aker 262- 2843
23-ME Jim Carey 262- 2866 Susan Sasenger 262-6476
24-NMD Patsy M ler 262- 6475 Susan Wit aker 262-2843
25-MA Jean Hopson 262- 2824 Susan Wit aker 262-2843
26-M Jim Carey 262- 2866 Susan Sasenger 262-6476
27-MN Paula Ellis 262- 6678 Susan Sasenger 262- 6476
28-M5 Cynthia Peck 262- 6078 Rosemary Treece 262- 6649
29-MO Janet Stock 262-2461 Rosemary Treece 262- 6649
31-MI' Dawn Smith 262- 6079 Rosemary Treece 262- 6649
32-NE Joseph Wl ff 262-2890 Susan Sasenger 262- 6476
33-NV Sharon Cottlieb 262- 6641 Sharon Ki ef ner 262- 6650
34-NH Paula Ellis 262- 6678 Susan Sasenger 262- 6476
35-NJ Paula Ellis 262- 6678 Susan Sasenger 262- 6476
36-NM Cynthia Peck 262- 6078 Rosemary Treece 262- 6649
37-NY Joseph Wl ff 262-2890 Susan Sasenger 262- 6476
38-NC Dawn Smith 262- 6079 Rosemary Treece 262- 6649
40-ND Janet Stock 262-2461 Rosemary Treece 262- 6649
41-OH Joseph Wl ff 262-2890 Susan Sasenger 262- 6476
42-OK Caroline Crecelius 262- 6665 Carol yn Lane 262- 6661
43-OR Jean Hopson 262- 2824 Susan Wit aker 262-2843
44- PA O aire Banaskavich 262- 6642 Sharon Ki ef ner 262- 6650
45-Rl Jean Hopson 262- 2824 Susan Wit aker 262-2843
46-SC Fran Harris 262- 6669 Sharon Ki ef ner 262- 6650
47-SD Fran Harris 262- 6669 Sharon Ki ef ner 262- 6650
48-TN Kat hryn Bi ddl e 262- 6643 Carol yn Lane 262- 6661
49-TX Caroline Crecelius 262- 6665 Carol yn Lane 262- 6661
52-UT Sharon Cottlieb 262- 6641 Sharon Ki ef ner 262- 6650
53-VT Paula Ellis 262- 6678 Susan Sasenger 262- 6476
54-VA 1rene Snyder 262- 6670 Carol yn Lane 262- 6661
56- WA Sharon Cottlieb 262- 6641 Sharon Ki ef ner 262- 6650

(8- 9- 89)
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Fi nance Ofice FTS Phone FTS Phone
State Cont act Nunber Super vi sor Nunber
57-W/ Kathryn Biddle 262- 6643 Carol yn Lane 262- 6661
58-W Sharon CGottlieb 262- 6641 Sharon Ki ef ner 262- 6650
59-W¥ d aire Banaskavich 262- 6642 Sharon Ki ef ner 262- 6650
60- AK I rene Snyder 262- 6670 Carol yn Lane 262- 6661
61-H Kathryn Biddle 262- 6643 Carol yn Lane 262- 6661
62-GJ Irene Snyder 262- 6670 Carol yn Lane 262- 6661
63- PR d aire Banaskavich 262- 6642 Sharon Ki ef ner 262- 6650
64-VI Paula Ellis 262- 6678 Susan Sasenger 262- 6476

0o
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Attachnent 1- Tutori al

RD I nstruction 1951-A

Aut omat i on Suppl ement B

Debt And Loan Restructuring System ( DALRS$)
Version 3.1

DEBT AND LOAN RESTRUCTURI NG SYSTEM
( DALRS)
for Farnmer Program Accounts
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Attachment 2- Sanple Report with Softwood Ti nber Notation

FI LI NG | NSTRUCTI ONS:
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The Debt and Loan Restructuring System (DALR$) for farnmer program accounts is
a conputerized decision support tool. It will quickly calculate and report
the effect of servicing actions on a borrower's farner program|oans as
permitted by RD Instruction 1951-A. The systemis designed to assist both
Agency field staff and borrowers by reducing the time required to calcul ate

| oan repaynents under the various servicing alternatives. The system nmay be
used to deternine a variety of possible servicing actions based upon vari ous
restructuring plans for non-Agency debt and changes in bal ance avail abl e on
the farm plan or Agency debt structure.

SYSTEM FEATURES

1. DALR$ is designed to be user friendly, easy to learn and easy to use.
Intensive on-line help is built into the systemto help you enter the correct
data. Extensive error checking is also built in to help you avoid m stakes in
data entry.

2. DALR$ is designed to conpute paynments in a way that will maxim ze the
possibility of devel oping an Agency debt repayment structure which the
borrower can neet. Loans are considered for servicing in the order which wll
result in the greatest benefit to the borrower at |owest cost to the

Gover nment .

3. DALRS$ generates a report indicating the data input, servicing actions
considered, and if a feasible paynent structure is calculated, the servicing
actions which should be taken on the borrower's | oans.

SYSTEM FUNCTI ON

Step 1: DALR$ begins by calculating a first year debt profile and cash flow
summary based upon the borrower's existing Agency |oan repaynment schedul e.

The systemwi |l then work toward elimnating any shortfall in cashfl ow using
servicing actions. DALR$ will service as many | oans as necessary to create a
positive cashflow and stops when a positive cashflow is achieved and all I oans

i ndi cated as del i nquent have been reschedul ed or reanortized.

Step 2: The systemreschedul es/reanortizes |oans at the [ower of the current
programinterest rate or the original loan note interest rate. The loans are
selected first in the order of greatest reduction of interest rate, and then
fromsnallest to | argest | oan bal ance.
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Step 2 (cont.): The systemwill not take actions on | oans when
reschedul i ng/reanorti zing woul d i ncrease paynents and the | oan(s) were not
i ndi cated as delinquent.

Step 3: DALR$ reschedul es/reanortizes eligible loans at linmted resource
rates. The systemfirst considers limted resource rates on any new Agency
| oans pl anned. Existing loans are then considered in the order of greatest
reduction of interest rate.

Step 4: The systemthen considers any proposed reduction or long termdeferra
(i.e. softwood tinmber |oan) of Agency debt. After the | oan bal ance is
reduced, the systemreconmputes the |oan payment(s) based on the new | oan

bal ance.

Step 5: If a positive first year cashflow has still not been achieved, the
system begi ns selecting |loans for deferral. Loans are selected for deferra

in the order of minimzing the increase in repaynent after deferral per
decrease in first year repaynent. \Wen |oans have the same rates and terns,
the loan with the smallest balance is deferred first.

Step 6: The system considers |oans for unequal repayment schedules if a ful
deferral creates a negative cashflow after the deferral period. Unequa
paynment schedul es are also generated if a portion of a | oan has been
identified as annual operating expense not to be reschedul ed. The unequa
paynments are cal cul ated in accordance with Rural Devel opment Regul ati ons.

Step 7: If the systemcannot find a repayment structure that will permit a
positive cashflow, it cal cul ates the amount of repaynent reduction necessary
to create a positive cashfl ow.

Step 8: The system conpl etes cal cul ati ons and asks if you want a print out of
the cal cul ati ons just conpleted. A copy of the report is always stored for
[ ater printing.

GETTI NG STARTED ON DALR$

1. Log on to AFMS. Fromthe AFMS master nenu, select option 6, other
features, and press the return key. Fromthe O her Features Menu, select
option 4, Exit to UNIX. At the UNIX pronmpt, type dalrs (no $) and press
return. WARNING DALR$ nmy not operate properly if UNIX is accessed from
option 7 on the AFMS mmin menu.
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2. You will be asked if you want to proceed. An "n" response will return you
to the UNLX prompt. On a "y" response, the DALRS$ introduction screen appears.
As the screen indicates, the systemtakes approximately 2 mnutes to load into
the 3B2 working nmenory. Once |oaded, any nunmber of entries and cal cul ations
can be nade wi thout reloading the system However, if you exit DALR$ at any
time, you will have to reload the systemprior to using it again.

3. Wien the systemis |oaded, follow directions on the screen and the DALRS$
systemmenu will appear. First time or novice users will need to sel ect
option A fromthe DALR$ system nenu, and read through all selections on the
mai n hel p nenu. The hel p sections provide essential information on system
use, keystrokes, menus, and system functions. The system al so provides the
option of printing the various hel p sections under the hel p menu.

4. If you are not sure what to enter in any data field, an explanation can be
obt ai ned by pressing the question mark (hold down the shift key and press the
? key, while the cursor is in the first position of the field you do not
understand. Wen you are finished with the hel p nessage, you will be returned
to the sane |ocation on the screen to enter the data.

5. DALR$ has an intensive hel p system which can be turned off and on.
Intensive Hel p provides instructions and descriptions of each data entry
screen before it appears. Intensive Help is off when the system | oads, and
may be turned on by selecting option G fromthe systemmain menu. New or

novi ce users should turn on the Intensive Help Facility until they becone
famliar with DALR$ data screens. Help is always available via menu sel ection
or the "?" key even when Intensive Help is turned off.

6. Check and/or change systemdefaults. 1In calculating servicing actions,
DALR$ considers current programinterest rates based on the fund code, |oan
type, and effective date. Wen The Agency interest rates change, a new rate
tabl e nust be added to reflect the newrates in the system \Wen a new rate
table is added, it nust be verified prior to use. It is strongly recomended
that the table be verified by soneone other than the person who added it. The
ef fective date on the new table rmust correspond with the effective date of the
rate change as reflected on the Procedure Notice which changed the rates. The
effective dates of tables in the system may be reviewed through the system
menu. The system al so has the capability to enter default state and county
codes for case nunbers (borrower |1.D.). These can also be set fromthe system
nmenu.

(4-27-88) PN 83



RD I nstruction 1951-A
Aut omat i on Suppl ement B
Page 4

7. Attachnent 1 to this supplenent is a practice exercise. New users should
wor k through this exercise prior to attenpting an actual case. The printed
report should exactly match the one in Attachment 1.

8. To calculate servicing actions for a borrower, you will need, as a m ni mum
a farmand home plan for the coming or typical year and account status
information. It is not necessary to prepare a plan for the year after the

deferral period to consider servicing actions through DALR$. The systemw ||
automatically load zeros in the data fields for year after deferral when basic
information is entered for a new borrower. WARNING |F YOU ENTER | NFORVATI ON
IN THE YEAR AFTER DEFERRAL COLUMN, YOU MUST FI RST CLEAR THE FI ELDS TO REMOVE
THE O (zero). Initial calculations may be performed with O (zero) in all data
fields for the year after deferral. However, if initial calculations indicate
that a feasible plan is not possible without deferral, you must prepare a
realistic farnplan for the year after the deferral period, enter the data into
the system and recal culate the servicing actions to properly docunent the
consi deration of |oan deferral

9. DALR$ is programmed to consider deferrals to maximze the possibility of

finding a feasible set of servicing actions. However, this method will at
times result in an answer that will work, but is not optimum |In certain
situations, DALR$ will defer one large long termloan rather than 2, 3 or nore

shorter termloans with smaller balances. This nmay create an unnecessarily

| arge cashflow margin and result in excessive interest accrual during the
deferral period. |If the outcone appears to show an excessive cashfl ow and

i nterest accrual, you may wish to recal culate the case. For the systemto
recal cul ate and defer different [oans, edit the record for the |oan invol ved
to indicate that this [oan shoul d not be considered for deferral, and

recal culate. |If DALR$ does not find a feasible solution without deferring the
| oan, the earlier calculations should be used. However, if there is another
solution, the interest accrual and cashflow during deferral should be conpared
to those of the prior report. |If interest accrual during deferral is reduced
with the I oan in question not deferred, the, actions indicated on the report
are nore favorable and should be used if the solution is feasible.

10. After calculations are conpleted, the systemw ||l store the results and
print out a report of the calculations if a hard copy is requested. Note that
reports are saved in the computer and can be reprinted w thout recal cul ating.
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SUGGESTI ONS FOR US| NG DALR$

1. It will save tine to enter a borrower's loan data into the systemprior to
hi s/ her office appointment. Wen the borrower arrives, conplete the farm

pl an, enter the necessary information fromthe plan into the system and run
the calculations. This will allow nore tine with the borrower to consider
alternatives rather than he/she having to wait while |loan data is entered.

2. Use the capabilities of the systemto consider alternatives, i.e. "What
if..?" What if the borrower sells 40 acres? What if a creditor reduces
payments? Wth miniml edits, nmany different scenarios can be considered in a
short tinme.

3. Review the output report with the borrower. Point out the amount his/her
Agency | oan payments were reduced by servicing actions. Use the report to
show t he borrower that Agency is considering all servicing authorities in
attenpting to resol ve his/her repaynent problens.

4. The report generated by DALR$ provides thorough docunentation of the
actions considered in servicing the borrower's account. Be sure to file a
copy of any DALR$ reports in position 3 of the case file.

5. DALR$ can be used to conplete the promi ssory note and related forms. It is
programed to accrue interest, round off, and cal cul ate payments in accordance
wi th Agency procedures. To do this, a) the effective date entered into the
system must be the date the rescheduling, etc. takes place, and b) the |oan

bal ances entered into the system nust be accurate. |If the effective date is
not correct, use the edit nenu to change the effective date to the one desired
and recal culate. |If the borrower makes a paynment between the tine the report

was run and the effective date, edit the | oan bal ance and accrual date
i nformati on and recal cul at e.

6. The system can be used in calculating eligibility for the Softwood Ti nber
(ST) Program This can be done as foll ows:

A. You should first use DALR$ to determ ne and docunment that a positive
cashfl ow cannot be achi eved using reanortization/rescheduling/deferra
authorities.

B. If the borrower nmeets the criteria in Section 1951.46(c) of this
subpart, proceed by multiplying the balance available in the first year
by (.95).

(4-27-88) PN 83
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SUGGESTI ONS FOR USI NG DALR$- ST Loans (cont.)

C. On the DALR$ report, under "CASH FLOW SUMVARY PRI OR TO DEFERRALS"

| ocate "Total Payments Due in the 1st Year" columm. Subtract the anopunt
derived in step B. above fromthis anount. The result is the anmount of
Agency paynment decrease necessary to achieve a positive cashflow as
defined in Section 1951.46(b)(4) of this subpart.

D. Determine which loan will be converted to ST in whole or part, and
divide the anortization factor for that loan (at the new rates and terns
i ndicated on the report) into the result derived in step C above. The
result of this division will be the amount of debt needed for conversion
to ST in thousands of doll ars.

E. If nore than one | oan must be converted to ST, subtract the new
paynment indicated on the report for the first loan to be converted to ST
fromthe anount derived in step C above and repeat step D. above for the
next | oan to be considered. This can be repeated until an acceptable
amount for conversion to ST is derived or it is determned that the
borrower does not qualify.

F. Use the borrower edit nmenu to enter the amount converted to ST for
the appropriate loan(s) in the debt reduction field of the | oan edit
screen, and recal culate. | VMPORTANT:

1) After printing a new report, make sure that the ratio of bal ance
avai |l abl e to debt repaynent in the 1st Year on the sumary page of
the report is AT LEAST 1.05.

2) Note on the report that the anobunt indicated as debt reduction
is being converted to an ST loan. BE SURE to include copies of the
reports generated in steps A. and F. above in the case file to
docunent the actions taken. Sanple pages of a report with | oans
converted to ST are attached to this supplenent as attachnment 2.
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TROUBLE SHOOTI NG

Normal Iy, you should not encounter any problens with the DALR$. However,
there is the possibility for a few probl ens:

Probl em
The system does not appear to follow your selections or requested
responses.

Sol uti on

You are probably hitting extra carriage returns or not follow ng the
proper keystroke procedures. Follow the screen instructions on keyboard
responses exactly. You may wish to reread the help section on
keystrokes.

Probl em
You get a message |like this:

error line 12345
*

Sol ution

At the * type: quit and press [RETURN]. You will exit DALR$ and return
to your UNI X pronpt. Begin DALR$ again. Print out the report for the
cal cul ati on which caused the error. You will be able to see fromthe
report where the error occurred. Also check that the data entered is
correct. The data entered is on page 1 of the report. |If you have made
all corrections to data and probl ens persist, follow your state's
procedures for AFMS probl ens.

Probl em
Val ues on the printed report do not appear correct.

Sol ution

This 1s probably due to a data entry error. Review the basic borrower
and | oan information carefully, and correct any mstakes. |f you
believe the data entry I1s correct and the report still appears to be in
error, contact the state Ofice Farmer Program staff for assistance in
correct data entry or interpretation of the DALR$ report.
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TROUBLE SHOOTI NG (cont . )

Probl em
Hel p screens accessed by the "?" key are full of strange characters,
gar bl ed, and unreadabl e.

Sol uti on
The termnal is in graphics node. DALR$ is otherw se unaffected, and
will operate and calculate normally except for the data field help

screens. To correct the problem exit DALR$. At the UNI X pronpt, press
the ESC (escape) key, then press the "y" key (not at the same tine as
for data entry comands in DALR$) and press [RETURN]. You will receive
t he nmessage "~[y: not found " but do not worry, the command did work.
Thi s keystroke sequence turns off graphics node. You nmay now rel oad
DALRS$; the help screens called by pressing "?" should operate properly.

As you use the system you will beconme nore confortable with conmands,
keystrokes, etc. Don't be afraid to use the system and make mni stakes. You
can't hurt your 3B2 or PC even if you "crash" in DALR$. The worst that can
happen is that you may get stuck and have to | eave the systemand re-enter it
fromyour UNI X pronpt, or get stuck so badly that a runaway process is

created. |If this happens, have your system manager kill the process and
continue. The power of the systemis worth the effort. You should not have
many problems, and in time you will learn to avoid nmost, if not all of them
DALR$ is a tool to assist in decision making. It only makes cal cul ati ons
based upon the input data. Realistic farm planning, sound decision nmaking,
and conpliance with Rural Devel opnent Instructions are still essential parts

of borrower servicing.
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DALR$ Tutori al

This exercise is designed to provide practice in entering data into the DALRS$
System \When you have conpleted this exercise you should have a basic

under standi ng of the DALR$ system how data is entered and edited, and how to
cal cul ate and generate a report.

I nstructions:
1. Load DALR$ as outlined on page 3 of this automation supplenment.

2. If thisis the first tine you have used DALR$, when you reach the system
nmenu, turn on intensive help by selecting Option G Al so, you should sel ect
Option A, "Help Information on This Systemand its Use". Select and read
through all options on the nain help nenu. Note that the help screens nay be
printed for future reference.

3. After conpleting step 2, return to the nmain systemnenu. You are now ready
to enter the sanple data below. As you enter the data, take the opportunity
to read the help screens available in each data field by pressing the ? key
prior to entering data in the field.

Practice Case |nput Data
Borrower | nformation

borrower name: John Q Sanmple case nunber: 41-95-234123456
deferral period: 5 years ef fective date: February 25, 1988

Farm and Hone Pl an | nfornmation

1st VYear Year After Deferra

Bal ance Avail abl e 28346 34561

Non- Agency Debt Repaynent,

Non- Agency Ann. Qperating

Expense, and Taxes 11624 8340

Agency Loan for Annual Operating 11922 8200

Avg Mos. Agency Ann. Operating

Loan wi |l be outstanding 6.6 8

New i nternedi ate/long termloans: A $6000 operating |oan to refinance other
creditors is planned for the first year. The loan will be at 9% for 7 years.
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Practice Case |Input Data (continued)

Exi sti ng Loan Data

fund code 46 41 29 43 44
| oan no. 01 02 04 05 07
| oan type NA FO RE LR a
origina

note rate 12 13.5 13.5 5 6
servi ci ng

actions N D D Y D
elig. for

def erral N Y Y Y Y
remai n/

reached term 25 33 28 16 15
prin bal 18920. 71 89422. 65 36895. 48 10965. 20 16921. 50
accrued int 167. 95 11401. 63 2120. 49 821. 36 27.82
exi sting

int rate 12 8.5 11.5 5 6
payment 1st yr 2460 15720 4743 698 8141
accrual date 1/ 25/ 88 1/ 1/ 88 2/ 1/ 88 1/ 25/ 88 2/ 15/ 88
paynment after

def erral 2460 NA NA NA NA

Addi tional I nformation
The borrower will receive $4000 fromsale of a building ot and has agreed to
apply the proceeds to | oan 29-04.

There is a $4921.50 carryover of last year's annual operating expenses on | oan
44-07. This anpunt will be paid in 3 nonths fromsale of fat cattle financed
by | oan 44-07.

4. \Wen all data has been entered, run the cal culations and print the report
of the calculations. The report generated for you by DALR$ should match the
report in this attachnment. |[If your report does not match, it should be due to
a data entry error. Reviewthe input data on page one of your report.

Correct any m stakes and recal cul ate.

5. For additional practice, try editing the basic borrower or existing |oan
information. After you have changed the data, recal culate and print the
report. What effect did the changes you made have on the potential servicing
actions for the borrower?
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