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Today’s training is a part of a series 
offered by the Distressed Borrowers 

Assistance Network (DBAN).

We hope to see you in person in Virginia 
Beach for a full day of training on 

Thursday, September 24th.

There’s a waitlist, but register here!

https://airtable.com/appYthGasoxlzAB7r/pagahQ23rEpM8DFlv/form


Today’s Goals

Gain an understanding of the types of options that may be 
available to distressed borrowers, and the vocabulary that 
goes with those options.

Begin learning how the types of options relate to each 
other and their pros and cons in preparation for an 
additional training on how to navigate the options.



We won’t cover every single vocabulary definition we could 

think of today, but we did put them all in this glossary.

…so take notes if it helps your learning process but know you can 
also use the glossary as a reference!

Disclaimer: unless where indicated, the definitions we are using today are 
not legal definitions, but our attempt at plain language!

Please drop your questions in the chat!

https://docs.google.com/spreadsheets/d/1q9VxvbMvf_6qS4_NOPkn4WABI2jPIKsbCNBpBxx5HiE/edit?usp=sharing


Loan Servicing

In this context, an umbrella term for a number of different 

options for modifying a loan when the borrower is behind or 

having trouble making payments.

Vocab Alert



 (some) Types of Lenders

Farm Service Agency
(FSA “direct” loans)

Guaranteed Lenders
Federal government guarantees loans up to 95 

percent against possible loss of principal and interest.  
Makes lending less risky and opens up additional 

credit options for farmers. FSA’s agreement is with 
the lender, not the borrower.

Commercial Lenders

Interest Rates: Fixed, set by the 
agency for each type of loan. Low, 
compared to other lenders.

Interest Rates: Negotiated between lender 
and borrower, up to a maximum limit.

Interest Rates: 
Varies—negotiated between 
lender and borrower

Loan Limits: 
Operating: $400,000
Ownership: $600,000

Loan Limits: 
Operating: $2,343,000
Ownership: $2,343,000

Loan Limits: Varies

Loan Servicing: extensively 
regulated; borrowers have a right 
to be considered for all options, 
and have appeal rights.

Loan Servicing: no appeal rights and—
Loan Servicing: whatever 
they’re willing to doStandard & 

Certified Preferred

Are bound by these 
regulations

Are bound by their 
own lender 

agreement with FSA

more BORROWER PROTECTIONS fewer

 today’s focus 

https://www.fsa.usda.gov/tools/informational/rates/current-fsa-loan-interest-rates
https://www.fsa.usda.gov/tools/informational/rates/current-fsa-loan-interest-rates
https://www.fsa.usda.gov/tools/informational/rates/current-fsa-loan-interest-rates
https://www.fsa.usda.gov/Internet/FSA_File/2-flp_r01_a70.pdf
https://www.fsa.usda.gov/Internet/FSA_File/2-flp_r01_a70.pdf


Quiz Time!

1. Who is the beneficiary party with FSA in a guaranteed loan?

2. True/False? If a farmer thinks their guaranteed lender hasn’t followed procedure, they can file 
an appeal with the National Appeals Division (NAD).

3. True/False? FSA officers may charge different farmers different interest rates on direct 
operating or ownership loans based on the farmer’s credit history.

4. True/False? Farmers should look for lenders with Preferred Guaranteed Lender status 
because it is the most protected category for a borrower.

The guaranteed lender is the beneficiary party, according to agency interpretation.

False. Under current interpretation of the regulations, NAD won’t take jurisdiction.

False.  But they could deny a farmer’s application based on credit-worthiness.

False. Of all direct and guaranteed loans, loans from Preferred Guaranteed 
lenders have the fewest regulatory borrower protections.



Today is a bird’s eye view

Every blue box in the chart could be its own workshop or workshop series. 

The fine print matters, and we are not covering it today!

Today is for knowing what the options are and where they all fit.

P.S. we’ll be spending less time on the bankruptcy section since Mary Henderson & 
Annette Hiatt from Land Loss Prevention Project already did a great training on it!

https://miro.com/app/board/uXjVHPnBVkU=/

https://www.farmaid.org/dban/bankruptcy-as-a-tool-for-farmers-training/
https://miro.com/app/board/uXjVHPnBVkU=/


Quick Guide to Navigating Around a Miro

Click and drag to move around the screen

Zoom in and out with the mouse SCROLL BAR or hold CTRL and hit + or - 

Click on someone’s icon in the upper right corner to follow their view of 
the Miro.



Words that get confused, part 1

Bankruptcy

Foreclosure

Liquidation

Vocab Alert

A tool a debtor can use to protect themselves, 
discharge unsecured debt, and restructure / emerge 
ready for a new start.

When a debtor's assets are sold - converted into 
cash - in order to satisfy debts.

The act of selling security either under the power of 
sale in the security instrument or through judicial 
proceedings to satisfy debt.



Distressed Borrower Options Concept Map

https://miro.com/app/board/uXjVHPnBVkU=/?share_link_id=488757942778






Vocab Alert

Collateral Security

Lien

Specific property pledged to a lender 
to assure repayment of a loan. A 
lender has a legal right to take 
possession of collateral if the loan is 
not repaid.

Specific property pledged to a lender 
to assure repayment of a loan. A 
lender has a legal right to take 
possession of security if the loan is 
not repaid.

A piece of paper that allows a creditor 
to come take your stuff if you don’t 
pay them back. First, second, third 
lien etc means that multiple creditors 
have "dibs" in a certain order.

Protective Advance
When a lender spends money (ex: 
paying for overdue county taxes or 
insurance payments) to protect or 
preserve collateral from loss or 
deterioration. The expense is added to 
the borrower’s loan principal.

Words related to loans



Vocab Alert

“Hereafter acquired” clause
A clause included in many loan agreements which states anything you acquire after the 
agreement also becomes additional security.

Why Does This Matter?  

This is an easy way for a borrower to accidentally commit conversion.?

Conversion
When a borrower sells assets that are serving as loan security without permission of the 
lender.  Can result in non-monetary default on a loan, a "bad faith" determination with FSA, 
and/or civil action.

Words about tricky things





Words that get confused, part 2

Restructure

Refinance

A general term for changing the payment schedule and other terms on 
one or more loans.

Replacing an old loan with a new one (traditionally implies a new lender)

Why Does This Matter?  FSA will restructure a loan they have made to 
a farmer, however refinancing debt from another lender is NOT 
(currently) an eligible purpose for an FSA ownership loan.?

Vocab Alert





In this context, “conversion” is:

a) Refinancing your guaranteed loan into an FSA 
direct loan

b) When a creditor agrees to change their lien from 
first lien to second lien to allow the borrower to 
use the same security to access credit from a new 
lender who will take first lien

c) When a borrower sells securitized assets without 
permission of the lender.

This is not a thing. Yet.

This happens but it’s 
called “subordinating” a 
lien.

Correct!

Quiz Time!



Interest Rate

More words related to loansVocab Alert

Loan Term

Refers to the time over which the loan is repaid (not the 
interest rate).

FSA direct ownership loans have a maximum term of 40 
years.

FSA direct operating loans are typically annual but can 
go up to 7 years (these are called Term Loans)

Determines how much the 
credit will cost the borrower.

FSA direct loan rates are 
comparatively low, and are 
fixed rate.

https://www.fsa.usda.gov/tools/informational/rates/current-fsa-loan-interest-rates


Words for things you can do with debt
AKA Words that get confused, part 3

Restructure A general term for changing the payment schedule and other terms on 
one or more loans. Does technically count as a new loan.

Replacing an old loan with a new one (traditionally implies a new lender)Refinance

Reschedule Revise the payment 
schedule of an operating loan, including 
extending the term. FSA max rescheduling 
for operating loans = 15 years.

Reamortize Revise the payment 
schedule on a real estate loan. Interest rate 
may change; loan term usually doesn’t.

Reaffirm In a bankruptcy, this refers to debt which you are not liquidating assets to 
resolve, but which you are confirming to the creditor that you can and will 
continue to pay off, based on the original rates and terms.

Vocab Alert









Why Does This Matter?  If a farmer does not respond in time to these 
notices, they lose many options they would otherwise have available. 
Determine as quickly as you can where they are in the timeline.?



Offsets

When you are delinquent on a federal debt, the government can take payments out of 
checks you would normally otherwise be getting from them. This is called an offset.

Administrative Offset
When money you owe gets taken out of payments to you from USDA (program payments, 
for example)

Treasury Offset
When money you owe gets taken out of payments to you from other parts of the federal 
government (your tax return, up to 15% of your social security check, or for federal 
employees even their paycheck)

Vocab AlertVocab Alert

In practice, administrative and treasury offsets typically kick in at the same time.









What Are the Best Interests of the Agency?
The FSA Loan Officer, in negotiating what kind of a loan restructure to do, is charged with considering what 
is in the best interests of the agency, financially.  The best interests of the agency will change, depending 
on their prospects for recovering the loan capital and principal.

Ideally, the best interest of the agency is for the borrower to be able to continue paying on their loan as 
originally planned. When that is not possible, restructuring and/or forgiving some debt may allow the 
borrower to continue making payments, and therefore be in the best interest of the agency.

When the borrower needs an exit plan, the best interests of the agency depend on the financial result of 
various paths:

● Market value (what a property would sell for) will be higher than recovery value (what the agency would 
net from the sale of the property after their costs foreclosing it and keeping it in inventory, following all the 
associated regulations). The agent will be thinking about recovery value when negotiating a debt 
settlement, since that is the number that represents the agency’s bottom line.

● The agency could lose more of the total loan value if the borrower files for bankruptcy, and so it is in the 
best interest of the agency to offer the farmer a deal that is better for the farmer than what the farmer 
could preserve in a bankruptcy.



Words that get confused, part 4

Debt Forgiveness: blanket term which includes both debt settlement and debt 
write-downs, and potentially, depending on the circumstances, bankruptcy filings.

Debt Write-Down: when the borrower needs to modify their loan to continue 
making payments on it, and those modifications involve partial debt forgiveness

Debt Settlement: debt forgiveness that happens as part of parting ways with the 
agency, because the agency determines the forgiveness is in its best interest. 

Debt Cancellation: the final resolution of a debt without receiving payment in full. 
May be part of a debt settlement.  

Vocab AlertVocab Alert







How many days does a borrower have after their first notice of availability of 
servicing to respond before they lose access to Primary Loan Servicing Options?

What are some consequences to be aware of with different FSA loan servicing 
options?

60

Balloon payments
(set asides)

Loss of future 
lending eligibility
(debt forgiveness)

Conservation contract 
transfers with deed

(debt for nature)

Much higher 
payments in future

(deferral)

Tax liability
(debt forgiveness)

Quiz Time!



True/False:

Bankruptcies are bad.

False. Bankruptcies are a potentially useful tool for 
a borrower in a situation that is, yes, bad. 
Bankruptcies have pros and cons!

Pre-Quiz Time!



https://www.farmaid.org/dban/bankruptcy-as-a-tool-for-farmers-training/

https://www.farmaid.org/dban/bankruptcy-as-a-tool-for-farmers-training/
https://www.farmaid.org/dban/bankruptcy-as-a-tool-for-farmers-training/


Bankruptcies protect borrowers.

They are a way to discharge (some) debt and have a new start.

A borrower needs a lawyer to file a bankruptcy.



A Direct Service Provider should be able to help a farmer navigate:

What kinds of 
debt a 

bankruptcy 
can or cannot 

resolve

Which types of 
bankruptcy a 
farmer may be 
eligible for, and 
which might be 

the right fit

What a farmer 
could 

preserve by 
filing a 

bankruptcy

What are the 
consequences 
of a bankruptcy 

filing



What kinds 
of debt a 

bankruptcy 
can or cannot 

resolve?



What kinds 
of debt a 

bankruptcy 
can or cannot 

resolve?

Guaranteed Loans and Bankruptcies



What a 
farmer could 
preserve by 

filing a 
bankruptcy?

Bankruptcies also 
halt foreclosure 
sales.



What are the 
consequences 
of a bankruptcy 

filing?



Which types of 
bankruptcy a 
farmer may be 
eligible for, and 
which might be 

the right fit







What are some reasons a farmer would not be able to file a Chapter 12 
bankruptcy?

More than 50% of 
their income is 

off-farm

Debt is over $3 
million

Can’t find an attorney 
who does Ch. 12 

bankruptcies

Can’t show a 
feasible plan

Can’t afford a Ch. 12 
bankruptcy lawyer

Less than 80% of 
non-home debt is 

related to farm

Quiz Time!



What are some ways you could learn more about these topics?

Quiz Time!

a. Review the slides, concept map, and glossary for this presentation

b. Come to the in-person training at Farm Aid on September 24th

c. Review the DBAN Bankruptcy or Direct Loan Servicing training videos

d. Join the DBAN network for peer support, resource sharing, and future 
trainings

e. Read FLAG’s Farmers Guide to Minnesota Lending Law

f. All of the above!

https://airtable.com/appYthGasoxlzAB7r/pagahQ23rEpM8DFlv/form
https://www.farmaid.org/dban/bankruptcy-as-a-tool-for-farmers-training/
https://www.farmaid.org/dban/distressed-borrowers-assistance-network-september-2025-gathering/
http://www.flaginc.org/2024/09/farmers-guide-to-minnesota-lending-law-4th-edition/


Questions?



Thank you for coming!



Documents

Promissory Note - ties you as the individual to the debt.  Some include the hereafter acquired clause here.

Deed of Trust - ties the real estate to the debt. Incorporates the descriptions of the property. Uses a survey if you’ve had 
one.

Mortgage - a term that people use that’s synonymous with the deed of trust and the loan agreement

Loan Agreement - includes terms/conditions (ie what happens if you miss a payment, etc). Explains what the lender has 
to do to foreclose. Hereafter acquired clause is usually here.

Lender’s Agreement - this is the agreement between the guaranteed lender and FSA. (case law is mixed on whether the 
farmer/applicant is the intended beneficiary)

Vocab Alert



Words related to bankruptcies

Family Living and Farm Operating Expenses

Disposable Income

Essential Assets

Non-essential Assets

Discharge (a debt)

Discharge (a bankruptcy)

Vocab Alert



Words about passing on the farm

Generational transfer

Transfer & assumption

Protective Advance (where does this go?)

Vocab Alert


