Table of Contents

PURPOSE OF THIS GUIDE .....ootiiissinsmsmsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssssssssssassssssssssssssssssnsss 5
SETTING YOUR GOALS.....cocitimsmsmnimsssmssmsssssssssssssssssssssssssssssssssassssssassssssasssssssssssassssssassss st s ssassssassssssassssssssssssnsns 6
APPROACHING THE DECISION ..uttttiussressssesessssssessssessssssessssssessssssesssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssssenssssssasanes 7

3 D0 D 0 3 8
CONFIRMATION BIAS...ucuiteceureresuresesereressasesesssessssssessssssessasssessssssessssesessssessssssessssssessssssesssnssesssnssesssnssssssseesssesssssssensssssensanes 8
INTRODUCTION TO FARM LOANS.....ccimmmmmmmmsmsmsssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssssassssns 10
SOURCES OF FARM LOANS ....cuttttstsssressssressssssessssssessssssesssssssssssssssssssssssssssssssssssssssesssssssss et sesssssssssssssssssssssssssssssssnsssssssssssssnas 10
INTRODUCTION TO FSA LOANS: ....cuitcimsisssmsmsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssassssns 11
Is a Guaranteed Loan Less Risky for Me? 12
SMALL BUSINESS ADMINISTRATION LIOANS.....ccciuitresrriressssesessssssssssesessssessssssessssssessssssessssssessssssesssssssssssssssssssssssssssesssens 12
CRITICAL FIRST STEP: UNDERSTAND THE RISKS BEFORE FINANCING YOUR FARM........ccconuuens 14
KNOW THE COMPANY AND THE INDUSTRY FIRST u.ccovurereusureresssreresssresessssessssressssssesssssesssssessasssesssssesssseresssssnsssssessssnens 14
KNOW THE BUSINESS, DOES IT FIT YOUR LIFESTYLE? ...cvrtscsstrereassreresssresassressssssesasssessssssessasesesssssessaseresssssnsssssensasssens 15
KNOW YOUR OPTIONS — ARE THERE OTHER COMPANIES YOU COULD WORK WITH?....cceumrrensrreressnesesssesessssesesssnens 15
CAN YOU MANAGE YOUR RISK OR BUY INSURANCE FOR YOUR OPERATION? ....covtrereurereerreressreressasesessssensssssersasenens 15
GETTING READY TO APPLY FOR A LOAN ...occoinmismssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssss 17
UNDERSTANDING COLLATERAL: WHAT HAPPENS IF YOU CAN'T PAY YOUR DEBT ....cccoeveverrerresrretresesessesesessesenns 17
DOWN PAYMENTS AND ASSETS: WHAT YOU BRING TO THE TABLE ...cvvevireresirenssssensssssess s ssssessssesesssssssssssesssssens 18
Should I put my house on my loan as collateral? 19
DISCLOSING LIABILITIES AND DEBTS ...ccvtrireureresuneressssesessssesesssessssssesasssesasssessssssessssssessssssessssssensssssssssessssssnsssssenssssens 20
KNOW YOUR CREDIT SCORE...cctusuutsresureressssssessssssessssssessssssessssesssssssssssssesssssssssssssesssssssssssssesssssssssssssssssssssssssssssssssssssssssesssens 20
REPAIRING YOUR CREDIT SCORE AND AVOIDING SCAMS ....covurereusureresssessssssesssssessssssessssssessssssesssssssssssssssssssssssssesssssens 21
HOW WILL MY CREDIT SCORE AFFECT MY LOAN APPLICATIONT ...ovvestreresereressssessssssessssssessssssessssssesssseesssssesssseesssnens 22
UNDERSTAND YOUR POULTRY CONTRACT TERMS BEFORE GETTING A LOAN — TALK TO A LAWYER.....cccoveeunen. 22
HOW WILL YOU BE PAID? ..cucttrtreuseressseressssssessssssessssssessssssessssesssssssssssssssssssssssssssessssssessssssesssssssssssssessssssessssssssssesssssssssesssens 23
What is a Flock Assignment and what system is best for my farm? 25
ESTABLISHING CASH FLOW....triirtrecrtresseree s tresssesessssesessssesessssesssssesessssensssssessssssessssssessssssessssssensssssesssnsesssssnesssnesenssnens 26
HOW TO USE PRO FORMA CASH FLOW & INCOME ESTIMATES PROVIDED BY YOUR COMPANY :...ccovereurrrererserereanerens 28
WILL THIS BE A GOOD INVESTMENT? ..cucurtreseussressssressssesessssesessssessssssessssssessssssessssssssssssssssssssssssssssssssesssssssssssssessssssesssssnas 31
CO-SIGNERS. ..steueurereuesreresssreressssersasssesessssessssssessssssessssssessssssesssnessssssssssssnessssssessssssessssseessssssenssnssssssnssesssesessssnsesssessssssneesssnens 31
STATE AND FEDERAL REGULATIONS ...vvueurtreeuseressasesessssesessasesessssssssssessssssensssssessssssesssssessssssesssnssessssssesssnsssssessssssnenssssnens 32
ARE YOU ELIGIBLE FOR AN FSA DIRECT OR GUARANTEED LOAN?.....cccounmmmmmsmsmssssssssssssssssssssssans 33
ELIGIBILITY FOR DIRECT LOANS .vcitriertrecssiressssessssssessssesessssessssssesessssessssssessssssessssssesssssssssssssessssssessssssesssssssssssenssssens 34
SECURITY REQUIREMENTS FOR ALL FSA DIRECT LOANS ..ouvvueeeeiesesessssssssessssssssssssssssssssssssssssssasssssnsssssssssssssasssses 38
LIEN POSITIONS ON ASSETS BETWEEN FSA AND YOUR PRIVATE BANK ....covovtveestrenernsressneressssssessssesessssssessssessasssens 39
ELIGIBILITY FOR GUARANTEED LIOANS ....ottcurtresrercstsesesssesesssesssssessssssessssssessssssessssssessssssessssssessssssessssssesssssssssssesssssens 40
SPECIAL SECURITY REQUIREMENT FOR ALL GUARANTEED LOANS. ...cuieveeereeereesesssssssssssessssssssssssssssssssessssssssssssanes 41
WHAT TYPES OF LOANS ARE AVAILABLE, AND WHAT IS BEST FOR MY FARM?....cvvevsurerestrereasssesessssesssssenssssessaseseans 42
Who determines your terms and interest rate? 42
INTEREST RATES ...cucttttreueueecuserenssssseseasssesssssessssssesssssessssssessssessssssssssesesessssesssessessssssessssssessssssesssnssesssessesssssesssesnssssnesssssens 43
Why Are Balloon Payments Risky for Your Farm? 43
TYPES OF LOANS AVAILABLE FROM FSA ... ssssssssssssssssssssssssssssssssess 45
FARM OWNERSHIP [FO) ceueuueuuerureesreesseeesseessesssesssessseesssesssesssesssessssssssesssesssessssesssesssesssessssssasssssesssassssssssesssssssssssessasssssesanes 45



What if FSA doesn't have money for my Farm Ownership Loan? 45

OPERATING LOANS ([OL) cutteeureueeueeneesreesseusesssessesssesssssesssessesssesss e ssasssessesssssssessessssssssssessssssessssssssusessasssessssasesssssssssnssnesas 46
EMERGENCY LOANS ....curtutueeeseessssssssessssessssessssssssssssssssssssesssssssssssssssssssessssessssessssesssssssssssssssnssssessssessssmssssssssssessssassssessssnnssas 48
How does FSA Calculate Loss for an Emergency Loan? 49
SPECIAL SECURITY REQUIREMENTS FOR EMERGENCY LOANS: ...ouvuureueesseessessssssssessssssssssssssssssssssssssssssssssssssssesssns 50
FINDING THE RIGHT LENDER FOR AN FSA GUARANTEED LOAN.....cccouoummmmmmssmsssssssssssssssssssssssnss 51
COMBINED LOAN LIMITS, PARTICIPATING LOANS AND JOINT FINANCING......coosmssssessssssssssssseseas 52
THE FSA LOAN APPLICATION: STEP BY STEP .....ccconmmnnmsmmsssssssmssssssssssssssssssssssssssssssssssssssssssssssssssssss 53
Getting Help with your loan application 53

STEP 1: ENVIRONMENTAL ASSESSMENT (FOR NEW CONSTRUCTION) cvuuuressueessnresssmesssesssesssssssssssssssssssssssssssssssssses 54
STEP 2: HISTORIC PRESERVATION (FOR NEW CONSTRUCTION ) vuuuvesseessressesssmsssnmesssmssssssssnssssssssssssssssssssssssssssssses 54
STEP 3: FISH AND WILDLIFE (FOR NEW CONSTRUCTION )uvuvuuiuuersessssmsssssesssssssssssssssssssssmssssssssssssssssssssssssssssssssssssas 54
STEP 4: WASTE MANAGEMENT PLAN CNMP ... sssssssssssssssssssssssssssssssas 55
STEP 5: CONTRACT OR LETTER OF INTENT FROM INTEGRATOR .uuvureeeeesreesmesnessesssssssssssssssssssssssssssssssssssssssssssssssanes 56
STEP 6: REPAYMENT ABILITY AND FARM OPERATING PLAN w..ovvureerreernetrssessesssesssssssssssssssssssssssssssssssssssssssssssssssssnes 56
STEP 7: SECURITY REQUIREMENTS w..cuuuvuuumreeseessseesssesssessssessssessssessssessssesssssssssssssssssssssssssesssssssssssssssssssssssssesssssssssessssssssas 57
STEP 8: THE APPROVAL PROCESS..cuureturetseeessresssessesssssssssssssssesssessssssssssssesssnssssssssssssesssassssssssesssesssasssmssssssssssssssssssssssssesanes 57
STEP 10: WHAT TO DO IF YOUR LOAN IS DENIED OR CHANGED ....vvureereesmeesssesssessssssssssssssssssssssssssssssssssssssssessssssssssnes 58
KEEPING UP WITH LOAN OBLIGATIONS......ccoummmumsmmssmsssssmsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssss 60
TROUBLE REPAYING YOUR LOAN: RESTRUCTURING AND DEFAULT ....ccounmsmummsmmssmssssssssssssssssssesens 61
What to do first if you are having trouble making payments 61
WHAT HAPPENS IF YOUR LOAN GOES BAD ...vureuneeeeeresssessesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssasssnees 62
APPENDIX 1: CASH FLOW WORKSHEET .....cocostmmmummsmsssmsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssass 63
APPENDIX 2: STATE REGULATORY AGENCIES ......ccososmmmimmmmssmsmsmsssssssssmssssssssssssssssssssssssssssssssssssssssssssssass 66
APPENDIX 3: QUESTIONS TO ASK BEFORE SIGNING A POULTRY CONTRACT......c..cccummmsersnssnsessns 73
APPENDIX 4: SAMPLE PRO FORMA CASH FLOW AND COST ESTIMATES..........coccummmmmmmmmsessnssnsassns 75
APPENDIX 5: SAMPLE FSA FORMS 2037 & 2038 ....cccunmummmmmssmsmsmssssssssssssssssssssssssssssssssssssssssssssssssssssassasass 93

1L N/
=t e gy




