Please write a letter to the Farm Service Agency!
 

Despite the fact that we are having great success with Congress on the FSA guaranteed loan fee issue, USDA has published a proposed rule that would implement a new fee based system for FSA guarantees.  Until USDA gets clear statutory language from Congress prohibiting them from acting, USDA will move forward.  Your comment letters, and letters from your colleagues, are very important in our effort to defeat this proposal. Please see the sample letter below that you can use.
 

You may email your comment letter to FSA at this address:
Galen.VanVleet@wdc.usda.gov. Include ``Guarantee Fees'' in the subject line of the message.
 

Comment letters are due by July 14, 2006.
 

Thanks for your help!
John
 

SAMPLE LETTER
June 21, 2006

Mr. Galen VanVleet, USDA/FSA, Loan 
Making Division, 1400 Independence Avenue, SW., Stop 0522
Washington, DC 20250-0522;

RE:  USDA; FSA;  7 CFR, Part 762; 71 Federal Register, Number 93, Page 27978; Proposed Rule
 

Dear Mr. VanVleet,

I am writing to strongly oppose the United States Department of Agriculture (USDA), Farm Service Agency's (FSA) proposed rule to dramatically increase fees for the FSA Guaranteed Loan Program. 
 
Increasing loan fees on the FSA guaranteed loan program is inconsistent with the goals of the program, which is to help those farmers and ranchers who could qualify for commercial credit if they had some additional support.

If the proposal is implemented, the guaranteed loan program administered by FSA would stop being an appropriated program, and would be transformed into a fee based program.  FSA plans to implement the new fee structure starting on October 1, 2006, the first day of Fiscal Year 2007.  

Transforming these loan programs from an appropriated basis to a fee funded basis undermines the entire purpose of the programs by transferring costs onto the very borrowers the programs are intended to serve.  Appropriated funds are used to cover the “subsidy rate” or cost of running the program.  Each year, the cost of providing a credit program like the FSA guaranteed loan program is calculated by the federal government.  This cost, or “subsidy rate” varies by loan program and is based, in part, on the previous year’s loss experience for the particular loan program.  If there were a drought in one part of the country that caused the loss rate for the guaranteed line of credit to increase, for example, the subsidy rate the following year would be increased, meaning that there would be less loan funding available because the government’s cost of providing credit had gone up under that program.  
If the program becomes fee based FSA would have to increase fees each year in order to provide the same level of loan funding.  Without an annual appropriation to support the guaranteed farm loan programs future fees could range widely from year to year, a fact that USDA acknowledges in the proposed rule.  In addition, FSA proposes that future fee increases would be implemented without public review and comment, which we strongly oppose.
FSA proposes to increase fees across the board from 100 basis points (bps) on the amount guaranteed to 150 bps on the guaranteed portion of all loans, with an annual maintenance fee of 75 bps on guaranteed operating lines of credit.  In addition, a fee of 150 bps would be imposed on Operating Loans with Interest Assist, a program that currently has no fee.

Members of Congress have weighed in to register their opposition to this proposal.  They recognize that the program needs an annual appropriation to function in the manner intended, and they have signaled their support for continuing to support the program through appropriations.  The FSA should heed their calls to rethink this misguided proposal and withdraw this proposed rule.






Sincerely,

