RHS, RBS, RUS, FSA, USDA

installment will be reduced by the
amount of the balance previously gen-
erated by the reversal and reapplica-
tion of payments.

(4) When FmHA or its successor agen-
cy under Public Law 103-354 has proc-
essed a change of interest rate for an
amortized loan and a reduction in in-
stallment amounts is needed to provide
for a sound operation, the borrower
may request reamortization in accord-
ance with §1951.223 of this subpart.

(5) The borrower will be notified in
writing of the new interest rate as
changed.

§§1951.242-1951.249 [Reserved]

§1951.250 OMB control number.

The reporting and recordkeeping re-
quirements contained in this regula-
tion have been approved by the Office
of Management and Budget and have
been assigned OMB Control Number
0575-0066. Public reporting burden for
this collection of information is esti-
mated to vary from fifteen minutes to
three hours per response including
time for reviewing instructions,
searching existing data sources, gath-
ering and maintaining the data needed,
and completing and reviewing the col-
lection of information. Send comments
regarding this burden estimate or any
other aspect of this collection of infor-
mation, including suggestions for re-
ducing this burden, to Department of
Agriculture, Clearance Officer, OIRM,
Room 404-W, Washington, DC 20250; and
to the Office of Management and Budg-
et, Washington, DC 20503.

EXHIBITS TO SUBPART E

EDITORIAL NOTE: Exhibits A through H are
not published in the Code of Federal Regula-
tions.
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EXHIBIT A—REPORT ON SERVICING
ACTION

EXHIBIT B—AGREEMENT FOR NEW MEM-
BER (WITH OR WITHOUT WITHDRAWING
MEMBER)

EXHIBIT C—AGREEMENT FOR WITH-
DRAWAL OF MEMBER (WITHOUT NEW
MEMBER)

EXHIBIT D—ITEMS TO BE INCLUDED IN
TRANSFER AND ASSUMPTION DOCKETS
(IF APPLICABLE)

EXHIBIT E—INTEREST RATE
REQUIREMENTS AND EFFECTIVE DATES

EXHIBIT F—INSTRUCTION TO FMHA OR
ITS SUCCESSOR AGENCY UNDER PUBLIC
LAwW 103-354 PERSONNEL TO IMPLE-
MENT PUBLIC LAW 100-233

EXHIBIT G—LETTER TO BORROWER
NOTIFYING OF CHOICE OF INTEREST RATE

EXHIBIT H—RESCHEDULING
AGREEMENT—PUBLIC BODIES

Subpart  F—Analyzing  Credit
Needs and Graduation of Bor-
rowers

SOURCE: 61 FR 35927, July 9, 1996, unless
otherwise noted.

§1951.251 Purpose.

This subpart prescribes the policies
to be followed when analyzing a direct
borrower’s needs for continued Agency
supervision, further credit, and gradua-
tion. All loan accounts will be reviewed
for graduation in accordance with this
subpart, with the exception of Guaran-
teed, Watershed, Resource Conserva-
tion and Development, Rural Develop-
ment Loan Funds, and Rural Rental
Housing loans made to build or acquire
new units pursuant to contracts en-
tered into on or after December 15,
1989, and Intermediary Relending Pro-
gram loans. The term ‘‘Agency’ used
in this subpart refers to the Farm
Service Agency (FSA) including its
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county and state committees and their
personnel), Rural TUtilities Service
(RUS), Rural Housing Service (RHS),
or Rural Business-Cooperative Service
(RBS), depending upon the loan pro-
gram discussed herein. This subpart
does not apply to RHS direct single
family housing (SFH) customers.

[61 FR 35927, July 9, 1996, as amended at 61
FR 59778, Nov. 22, 1996]

§1951.252 Definitions.

Commercial classified. The Agency’s
highest quality Farm Credit Programs
(FCP) accounts. The financial condi-
tion of the borrowers is strong enough
to enable them to absorb the normal
adversities of agricultural production
and marketing. There is ample security
for all loans, there is sufficient cash
flow to meet the expenses of the agri-
cultural enterprise and the financial
needs of the family, and to service
debts. The account is of such quality
that commercial lenders would likely
view the loans as a profitable invest-
ment.

Farm Credit Programs (FCP) loans.
FSA Farm Ownership (FO), Operating
(OL), Soil and Water (SW), Recreation
(RL), Emergency (EM), Economic
Emergency (EE), Economic Oppor-
tunity (EO), Special Livestock (SL),
Softwood Timber (ST) loans, and Rural
Housing loans for farm service build-
ings (RHF).

Graduation, FCP. The payment in full
of all FCP loans or all FCP loans of one
type (i.e., all loans made for chattel
purposes or all loans made for real es-
tate purposes) by refinancing with
other credit sources either with or
without an Agency loan guarantee. A
loan made for both chattel and real es-
tate purposes, for example an EM loan,
will be classified according to how the
majority of the loan’s funds were ex-
pended. Borrowers must continue with
their farming operations to be consid-
ered as graduated.

Graduation, other programs. The pay-
ment in full of any direct loan for Com-
munity and Business Programs, and all
direct loans for housing programs, be-
fore maturity by refinancing with
other credit sources. Graduated hous-
ing borrowers must continue to hold
title to the property. Graduation, for
other than FCP, does not include credit
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which is guaranteed by the United
States.

Prospectus, FCP. Consists of a trans-
mittal letter with a current balance
sheet and projected year’s budget at-
tached. The applicant’s or borrower’s
name and address need not be withheld
from the lender. The prospectus is used
to determine lender interest in financ-
ing or refinancing specific Agency di-
rect loan applicants and borrowers.
The prospectus will provide informa-
tion regarding the availability of an
Agency loan guarantee and interest as-
sistance.

Reasonable rates and terms. Those
commercial rates and terms which bor-
rowers are expected to meet when bor-
rowing for similar purposes and similar
periods of time. The ‘‘similar periods of
time’” of available commercial loans
will be measured against, but need not
be the same as, the remaining or origi-
nal term of the loan. In the case of
Multi-Family Housing (MFH) loans,
“‘reasonable rates and terms’ would be
considered to mean financing that
would allow the units to be offered to
eligible tenants at rates consistent
with other multi-family housing.

Servicing official. The district or coun-
ty office official responsible for the im-
mediate servicing functions of the bor-
rower.

Standard classified. These loan ac-
counts are fully acceptable by Agency
standards. Loan risk and potential loan
servicing costs are higher than would
be acceptable to other lenders, but all
loans are adequately secured. Repay-
ment ability is adequate, and there is a
high probability that all loans will be
repaid as scheduled and in full.

§1951.253 Objectives.

(a) [Reserved]

(b) Borrowers must graduate to other
credit at reasonable rates and terms
when they are able to do so.

(c) If a borrower refuses to graduate,
the account will be liquidated under
the following conditions:

(1) The borrower has the legal capac-
ity and financial ability to obtain
other credit.

(2) Other credit is available from a
commercial lender at reasonable rates
and terms. In the case of Labor Hous-
ing (LH), Rural Rental Housing (RRH),



