§1951.951

loans by dividing the contract acres that se-
cure the borrower’s FLP loans by the total
acres that secure the borrower’s FLP loans.
Contract Acres divided by Total Farm and
Ranch Acres = %

(2) Step 2. Determine the amount of FLP
debt that is secured by the contract acreage
by multiplying the borrower’s total unpaid
FLP loan balance (principal, interest and re-
coverable costs already paid by FSA) by the
percentage calculated in step 1. Total FLP
Debt x Percent Calculated in step 1 =

(3) Step 3. Multiply the borrower’s total un-
paid FLP loan balance (principal, interest
and recoverable costs already paid by thirty-
three (33) percent. Total FLP Debt x 33% =

(4) Step 4. Select the lessor of the amounts
calculated in steps 2 and 3. This is the max-
imum amount of debt that can be canceled
for a current borrower receiving a 50-year
contract.

(5) Step 5. For a 30-year contact term, the
borrower will receive 60 percent of the
amount calculated in step 4. Amount cal-
culated in step 4 x60% =

(6) Step 6. For a 10-year contract term, the
borrower will receive 20 percent of the
amount calculated in step 4. Amount cal-
culated in Step 4 X 20% =

(C) Feasibility of debt cancellation. The serv-
icing official will determine whether or not
the borrower, if provided the amount of debt
cancellation allowed by paragraph (VII) cou-
pled with other servicing options will be able
to develop a feasible plan for farm operations
for the current and coming year. In no in-
stance will the total debt cancellation ex-
ceed the maximum amount calculated in
paragraphs (A) or (B) above. If the borrower
would not be able to develop a feasible plan,
the servicing official will notify the bor-
rower of the reason that the contract has
been denied and that the borrower may ap-
peal this adverse decision after the servicing
official has decided whether the borrower
qualifies for the additional servicing pro-
grams in this subpart.

(D) The boundaries of the contract area will
be determined by the most appropriate method
including rectangular surveys, and aerial pho-
tographs. A professional survey of the con-
tract area will not be required but can be
used where needed.

(E) Reaching an agreement with the borrower.
The borrower will be informed of the con-
tract’s value, the impact on the remaining
financial obligation, and the terms and con-
ditions of the contract. The borrower also
will be provided a copy of the contract re-
view team’s report. If the borrower decides
to enter into the contract, approval will be
made by the servicing official, and the bor-
rower by signing Form FSA 1951-39.

(F) Recording of noncash credit. The total
credit to the borrower’s account will not ex-
ceed the greater of the value of the land on
which the contract is acquired; or the dif-
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ference between the amount of the out-
standing indebtedness secured by the real es-
tate, and the value of the real estate taking
into consideration the term of the contract.
In the case of a non-delinquent borrower, the
amount to be credited will not exceed 33 per-
cent of the amount of the loan secured by
the real estate on which the contract is ob-
tained taking into consideration the term of
the contract. In all cases, the amount cred-
ited will be applied on the FSA loan as an
extra payment in order of lien priority on
the security. The loan may be reamortized if
needed for both current and delinquent bor-
rowers.

(G) [Reserved]

(H) Contract Records. If State law allows,
the CC will be recorded in the real estate
records.

VIII. Violation of Terms and Conditions

If the borrower violates any of the terms
or conditions of the contract, the violations
will be handled in accordance with the provi-
sions outlined in the contract.

IX. Authorization Requests

When under the circumstances stated in
the contract’s terms and conditions (Form
FSA 1951-39), the grantor needs the Govern-
ment’s written authorization to proceed with
an action, a written request for such author-
ization must be provided by the grantor to
the servicing official. In order to provide the
requested written authorization, the serv-
icing official must determine that the re-
quest does not violate the contract’s terms
and conditions and must receive the written
concurrence of the enforcement authority.

[62 FR 10147, Mar. 5, 1997 as amended at 65 FR
50405, Aug. 18, 2000]

Subpart T—Disaster Set-Aside
Program

SOURCE: 60 FR 46756, Sept. 8, 1995, unless
otherwise noted.

§1951.951 Purpose.

This subpart sets forth the policies
and procedures for the Disaster Set-
Aside (DSA) Program. The DSA pro-
gram is available to Farm Loan Pro-
gram (FLP) borrowers, as defined in
subpart S of this part, who suffered
losses as a result of a natural disaster
or low commodity prices in 1999. FLP
loans that may be serviced under this
subpart include Farm Ownership (FO),
Operating (OL), Soil and Water (SW),
Emergency (EM), Economic Emergency
(EE), Special Livestock (SL), Economic

164



RHS, RBS, RUS, FSA, USDA

Opportunity (EO), Softwood Timber
(ST), Recreation (RL), and Rural Hous-
ing loans for farm service buildings
(RHF). Nonprogram (NP) farm type
loans may be serviced under this sub-
part for borrowers who also have FLP
loans.

[60 FR 46756, Sept. 8, 1995, as amended at 64
FR 393, Jan. 5, 1999; 65 FR 31249, 31250, May
17, 2000]

§1951.952 General.

DSA is a program whereby borrowers
who are current or not more than one
installment behind on any and all FLLP
loans may be permitted to move the
scheduled annual installment for each
eligible FLLP loan to the end of the loan
term. The intent of this program is to
relieve some of the borrower’s imme-
diate financial stress caused by a dis-
aster or low commodity prices and
avoid foreclosure by the Government.
DSA is not intended to circumvent the
servicing available under subpart S of
this part.

[60 FR 46756, Sept. 8, 1995, as amended at 64
FR 394, Jan. 5, 1999; 656 FR 31249, May 17, 2000]

§1951.953 Notification and request for
DSA.

(a) [Reserved]

(b) Deadline to apply. All FLP bor-
rowers liable for the debt must request
DSA within 8 months from the date the
disaster was designated, in accordance
with 7 CFR part 1945, subpart A. Appli-
cations due to low commodity prices in
1999 must be received on or before Au-
gust 31, 2000.

(c) Information needed to apply. (1) A
written request for DSA signed by all
parties liable for the debt; and

(2) Actual production, income, and
expense records for the production and
marketing period in which the disaster
occurred. Other information may be re-
quested by the servicing official when
needed to make an eligibility deter-
mination.

[60 FR 46756, Sept. 8, 1995, as amended at 62

FR 41252, Aug. 1, 1997; 64 FR 394, Jan. 5, 1999;
65 FR 31249, May 17, 2000]

§1951.954

§1951.954 Eligibility and loan limita-
tion requirements.

(a) Eligibility requirements. The fol-
lowing requirements must be met to be
eligible for DSA:

(1)(i) The borrower must have oper-
ated a farm or ranch in a county des-
ignated a disaster area as contained in
7 CFR part 1945, subpart A, or a county
contiguous to such an area, and must
have been a borrower and operated the
farm or ranch at the time of the low
commodity prices or disaster period.

(ii) If the borrower is applying for a
second installment to be set aside
based on a declared disaster, the bor-
rower must have operated in a county
declared a major disaster by the Presi-
dent or the Secretary, or in a county
contiguous to such a county, and the
Agency must have determined that sec-
ond set-asides can be processed and ap-
proved for declared disasters in the
specified year. The first set aside must
have been provided for a previous crop
year.

(iii) All FLP borrowers may apply for
an installment to be set aside based on
low commodity prices during 1999. If
the borrower is applying for a second
installment to be set aside based on
low commodity prices, the first set-
aside must have been provided for a
previous crop year. County location, or
proximity to a disaster declared county
is not a consideration when the DSA is
justified by low commodity prices.

(iv) A borrower cannot have more
than two installments set aside on any
loan.

(2) The borrower must have acted in
good faith as defined in §1951.906 of sub-
part S of this part.

(3) All nonmonetary defaults must
have been resolved. This means that
even though the borrower has acted in
good faith, the borrower may still be in
default for reasons, such as, but not
limited to: no longer farming, prior
lienholder foreclosure, bankruptcy or
under court jurisdiction, not properly
maintaining chattel and real estate se-
curity, not properly accounting for the
sale of security, or not carrying out
any other agreement made with the
Agency.
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