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proposed rule the public was afforded 
60 days to submit written comments 
and opinions. A total of fifteen 
comments were received from an 
insurance service organization. Twelve 
of the comments received were minor 
editorial changes and were not 
considered a part of the proposed rule. 
However, FCIC will consider the 
comments when the rule is re-opened. 
The remaining three comments received 
and responses are as follows: 

Comment. An insurance service 
organization stated that the phrase 
‘‘selling and buying’’ in the new 
‘‘broker’’ definition should be changed 
to ‘‘buying and selling’’ to reflect the 
usual sequence of events and the normal 
use of the phrase. 

Response. FCIC agrees with the 
insurance service organization and has 
revised the provisions accordingly. 

Comment. An insurance service 
organization stated that FCIC should 
consider deleting the ‘‘good farming 
practices’’ definition from the 
processing tomato crop provisions so it 
would not supersede the definition in 
the Basic Provisions.

Response. FCIC does not agree with 
the insurance servicing organization 
that the definition for ‘‘good farming 
practice’’ should be deleted from the 
processing tomato crop provisions. The 
current definition states that good 
farming practices also include the 
cultural practices contained in the 
tomato processing contract. However, 
FCIC revised the definition to eliminate 
any conflict with the Basic Provisions. 

Comment. An insurance service 
organization questioned whether it’s 
FCIC’s intent that paragraph 12(b)(1) 
allow a regional maximum replanting 
payment to be the amount shown in the 
Special Provisions. As written, the 
regional maximum amount would not 
be limited by the insured share unless 
such a limit is included in the Special 
Provisions statement. 

Response. It is FCIC’s intent to allow 
a regional maximum amount of 
replanting payment and it will be 
limited by the insured share. FCIC 
agrees with the commenter and will 
revise section 12(b)(1) accordingly to 
add insured share.

List of Subjects in 7 CFR Part 457 

Crop insurance, Tomato reporting and 
recordkeeping requirements.

Final Rule

� Accordingly, as set forth in the 
preamble, the Federal Crop Insurance 
Corporation amends 7 CFR part 457 for 
the 2005 and succeeding crop years as 
follows:

PART 457—COMMON CROP 
INSURANCE REGULATIONS

� 1. The authority citation for 7 CFR part 
457 continues to read as follows:

Authority: 7 U.S.C. 1506(l) and 1506(p).

� 2. Amend the crop insurance 
provisions in § 457.160 as follows:
� a. Revise the introductory text;
� b. Amend section 1 of the crop 
provisions by adding a definition for 
‘‘Broker’’ in alphabetical order and 
revising the definitions of ‘‘good farming 
practices’’ and ‘‘processor contract’’;
� c. Revise section 8(c); and
� d. Revise section 12(b).

§ 457.160 Processing tomato crop 
insurance provisions. 

The Processing Tomato Crop 
Insurance Provisions for the 2005 and 
succeeding crop years are as follows:
* * * * *

1. Definitions
* * * * *

Broker. An enterprise in the business 
of buying and selling tomatoes 
possessing all the licenses and permits 
required by the state in which it 
operates, and that has a written contract 
with a processor to purchase processing 
tomatoes on behalf of the processor and 
to deliver such tomatoes to the 
processor.
* * * * *

Good Farming Practices. In addition 
to the definition of ‘‘good farming 
practices’’ contained in section 1 of the 
Basic Provisions, good farming practices 
include the cultural practices required 
under the processor contract.
* * * * *

Processor Contract. A written 
agreement between the producer and a 
processor, or between the producer and 
a broker, containing at a minimum: 

(a) The producer’s commitment to 
plant and grow processing tomatoes, 
and to deliver the tomato production to 
the processor or broker; 

(b) The processor’s, or broker’s, 
commitment to purchase all the 
production stated in the processor 
contract; and 

(c) A price per ton that will be paid 
for the production.
* * * * *

8. Insured Crop
* * * * *

(c) A tomato producer who is also a 
processor or broker may establish an 
insurable interest if the following 
requirements are met: 

(1) The processor or broker, as 
applicable, must comply with these 
Crop Provisions; 

(2) Prior to the sales closing date, the 
Board of Directors or officers of the 

processor or the broker must execute 
and adopt a resolution that contains the 
same terms as an acceptable processor 
contract. (Such resolution will be 
considered a processor contract under 
this policy); and 

(3) As applicable, our inspection 
reveals that the processing facilities 
comply with the definition of a 
processor contained in these Crop 
Provisions.
* * * * *

12. Replanting Payment
* * * * *

(b) The maximum amount of the 
replanting payment per acre will be 
determined as follows: 

(1) The amount shown on the Special 
Provisions multiplied by your share; or 

(2) If an amount is not contained in 
the Special Provisions, the lesser of 20 
percent of the production guarantee or 
three tons, multiplied by your third 
stage (final) price election, multiplied 
by your share; and 

(3) In no event will the replanting 
payment per acre exceed your actual 
cost of replanting.
* * * * *

Signed in Washington, DC, on July 22, 
2004. 
Ross J. Davidson, Jr., 
Manager, Federal Crop Insurance 
Corporation.
[FR Doc. 04–17042 Filed 7–26–04; 8:45 am] 
BILLING CODE 3410–08–P

DEPARTMENT OF AGRICULTURE

Farm Service Agency 

7 CFR Part 762

RIN 0560–AG53

Guaranteed Loans—Rescheduling 
Terms and Loan Subordinations

AGENCY: Farm Service Agency, USDA.
ACTION: Final rule.

SUMMARY: The Farm Service Agency 
(FSA) is amending its regulations 
governing servicing of loans made under 
the guaranteed farm loan program. FSA 
is making these changes as a result of 
input from program participants and 
problems in the administration of 
current provisions. This rule will allow 
loans to be rescheduled with balloon 
payments under certain circumstances 
and allow the approval of certain low-
risk subordinations at the field office 
level instead of the National Office. It 
will also allow lenders to make debt 
installment payments in accordance 
with lien priorities, payment due dates, 
and clarify that packager and consultant 
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fees for servicing of guaranteed loans are 
not covered by the guarantee.
DATES: This rule is effective August 26, 
2004.
FOR FURTHER INFORMATION CONTACT: 
Joseph Pruss, Senior Loan Officer, Farm 
Service Agency; telephone: (202) 690–
2854; Facsimile: (202) 690–1196; e-mail: 
Joseph.Pruss@wdc.usda.gov.
SUPPLEMENTARY INFORMATION: 

Background 

FSA published a proposed rule on 
August 19, 2003, (68 FR 49723–49726) 
to amend its regulations governing the 
servicing of loans made under the 
guaranteed farm loan program. The 
comment period ended October 20, 
2003. 

Summary of Public Comments 

Comments addressed all of the issues 
related to the proposed rule. FSA 
considered the comments and 
incorporates several of the 
recommendations and suggestions in 
this rule. The following is a review of 
the comments and the changes made in 
the final rule in response to the 
comments. 

Payment of Loan Installments 

FSA proposed to allow loan 
installments to be paid in accordance 
with lien priority, due date and cash 
flow projection in the normal course of 
business, but when it became evident 
that the borrower would be unable to 
make all installments, the lender had to 
apply payments to the guaranteed loan 
first. One respondent suggested that the 
proposal was too subjective and the 
Agency should adopt a policy that 
would require loans to be paid 
according to lien priority, and any 
exceptions would require Agency 
approval. The respondent also pointed 
out that the risk of guaranteed loans not 
being paid in an orderly manner is not 
only at liquidation and that the 
determination of when guaranteed loan 
payments would be required to be made 
first was extremely subjective. Two 
respondents generally agreed with the 
proposal, but one pointed out, however, 
that the risk to the government is not 
only at liquidation and questioned 
whether the proposal would work in 
practice. One respondent believed the 
rule should specify that a lender must 
apply payments to the loan as the 
borrower specified. Another respondent 
stated that the normal course of 
business rule should be expanded to 
include all situations. 

The Agency agrees that the proposal 
was too subjective and that loan 
installments should be paid in lien 

priority in certain cases while 
understanding that exceptions are 
required so that lenders can conduct 
routine business practices. As a result, 
the agency will require a lender to pay 
loan installments in the order of lien 
priority only when the lender receives 
a payment from the sale of encumbered 
property. This policy is consistent with 
current practice under state laws. In 
other situations, where payment is 
received from the sale of unencumbered 
property or other sources of income, 
loan installments will be paid in order 
of their due date. This is consistent with 
typical routine business practices. This 
objective and simple policy should be 
consistently carried out by lenders. Any 
deviations will require Agency 
approval. 

Regarding the comment that would 
allow the borrower to tell the lender 
which loan a payment should be 
applied to, the Agency has always 
maintained that the lender/borrower 
relationship is not something the 
Agency should interfere in, as the 
Agency has no authority or inclination 
to specify that a lender has to apply 
payments to whichever loan their 
borrower chooses. Based on the 
comments received, which were 
generally supportive, the Agency will 
implement the proposed change as 
modified. 

Approval of Subordinations 
FSA proposed to place authority for 

subordination approval at the local level 
when the lender is refinancing existing 
debt secured by a lien superior to the 
guaranteed loan and no additional debt 
is being incurred. Two respondents 
supported the proposal, but suggested 
that the Agency allow additional 
subordinations to be approved at the 
local and State level. The proposal was 
fully supported by four respondents.

The Agency will not adopt additional 
changes to allow all subordinations of 
guaranteed loans to be approved at local 
and State levels. Subordinating 
guaranteed loan security is rarely in the 
Government’s best interest and, 
therefore, it is necessary for top level 
management to be informed of all 
requests where additional debt is being 
incurred by guaranteed borrowers. 
Based on the unanimous support of the 
other respondents, the Agency adopts 
its proposed policy on subordinations as 
final. 

Payment of Interest on Repurchased 
Loans 

FSA proposed to correct wording 
concerning interest payments to specify 
that the holder, not the lender, would 
request Agency repurchase of the loan 

after unsuccessfully requesting the 
lender to do so. Two comments were 
received regarding this change. One 
supported the change, while the other 
acknowledged that it is simply a 
correction in wording. The present 
language has the words ‘‘lender’’ and 
‘‘holder’’ reversed, and the change will 
correct the error. The proposed 
correction is adopted in the final rule as 
a result of the comments received. 

Balloon Payments 
The proposal to allow balloon 

payments in restructuring guaranteed 
loans generated several comments, 
mostly positive. One respondent was 
opposed to all balloon payments, and 
viewed them as a way to guarantee 
nonpayment of the loan. Another 
respondent generally supported the 
proposal but did not believe it was 
necessary to have an appraisal showing 
the loan would be secured when the 
balloon payment was due. This 
respondent also suggested that the 
Agency set a minimum number of years 
before the balloon payment comes due 
and that a lien on all assets be taken 
when restructuring with balloon 
payments. One respondent supported 
the proposal but was concerned that 
lenders use of appraisals would vary 
widely. One respondent wondered if 
lenders, at the time of the restructuring, 
would have to develop a positive cash 
flow projection for the time when the 
balloon payment came due and noted 
that foundation livestock herds were not 
specifically discussed. 

Three respondents fully supported the 
proposal. Another respondent also 
supported the proposal, but 
recommended that the appraisal 
requirement should only apply to loans 
with an unequal or graduating 
amortization, which would be more 
risky to the Agency. 

The Agency believes the balloon 
payment option is a necessary tool that 
lenders can use to salvage operations 
that would otherwise be liquidated. 
With the proper controls in place, this 
servicing option can be very beneficial 
to users of the guaranteed loan program. 
In response to concerns regarding 
lenders conducting a wide range of 
appraisals, FSA has added more 
direction in §762.145(b)(4). The 
paragraph explains that the projected 
value for real estate will be derived from 
a current appraisal adjusted for 
depreciation of depreciable property 
such as buildings and other 
improvements that occurs until the 
balloon payment is due. A current 
appraisal is required for equipment 
security. The lender will project the 
value of the equipment at the time the 
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balloon payment is due based on the 
remaining life of the equipment or the 
depreciation schedule on the borrower’s 
Federal income tax return. The Agency 
does not agree that appraisals are not 
necessary, or should be required only 
when there is unequal or graduating 
amortization. An appraisal will always 
be necessary when restructuring with a 
balloon payment in order to provide 
some assurance that there is adequate 
security for the debt. Lenders, however, 
will not have to develop long-term cash 
flow projections as the volatility of the 
agricultural sector and changing nature 
of individual farming operations often 
render long-term projections 
meaningless. 

Foundation livestock was not 
mentioned in the proposed rule because 
balloon payments for guaranteed loans 
secured by livestock or crops alone will 
not be authorized. Unlike real estate and 
equipment, livestock and crops are 
perishable, and balloon payments on 
such operations are extremely risky. 

The Agency does agree with the 
suggestion that it should set a minimum 
number of years before the balloon 
payment comes due, the time depending 
on the type of loan being restructured. 
Therefore, § 762.145 provides that 
balloon payments for loans secured by 
real estate will have a minimum of 5 
years before the balloon comes due. For 
other loans, there will be minimum of 
3 years. If statutory term limits prevent 
such terms, balloon payments will not 
be used. As suggested, to further protect 
the Government’s interest when a 
balloon payment is set up, a lien on all 
assets will be required. 

Revised Security Requirements for 
Loans Rescheduled With Balloon 
Payments 

FSA proposed to require loans 
restructured with balloon payments to 
be fully secured when the balloon 
payment became due. Three comments 
were received addressing the issue of 
security requirements. One respondent 
agreed with the requirements, but 
believes they should be more specific as 
to how a lender is to arrive at the value 
of the security used to protect the 
balloon installment. Two respondents 
fully supported the proposal, while one 
questioned if Preferred Lender Program 
lenders would be allowed to use their 
in-house appraisals to support the fully 
secured claim.

Additional guidance has been 
provided on appraisal values as 
discussed above. Current Agency policy 
on lenders not being allowed to use in-
house real estate appraisals will not 
change. The potential for conflict of 

interest is too great to entertain such a 
proposal. 

Payment of Packager and Outside 
Consultant Fees 

Five comments, all positive, were 
received regarding the proposed 
clarification that packager fees and 
outside consultant fees for servicing are 
not covered by the guarantee. One 
respondent believed the Agency should 
allow for the payment of in-house fees. 
The respondent stated that inside legal 
counsel may have knowledge of cases, 
which could actually make the process 
more efficient, thereby saving on legal 
expenses. Two respondents support the 
proposal, but believe it should be 
clarified to state that the costs also 
cannot be passed on to the borrower. 

No changes will be made in the final 
rule as a result of these comments. The 
Agency agrees in theory that inside legal 
counsel’s knowledge of individual cases 
may lead to greater efficiency, and the 
intent of the regulation is that, if 
available, this counsel may be used by 
the lender. However, the guarantee was 
never intended to cover costs incurred 
by employees of the lender, including 
staff legal counsel. The Agency 
disagrees that it should regulate what 
fees lenders can pass on to their 
customers. It is not the mandate of the 
Agency to dictate terms between lenders 
and their customers. However, neither is 
the guarantee intended to cover lender 
labor costs for services the lender agreed 
to perform when obtaining the 
guarantee. Therefore, the Agency will 
not cover these costs when passed on to 
the lender’s borrower as part of any loss 
claim. 

Lender Bids at Foreclosure Sales 
The proposal to specify the amount a 

lender will bid at foreclosure sales 
generated numerous comments. FSA 
proposed that the lender’s bid would be 
the lesser of the net recovery value plus 
the prior lien amount, and the unpaid 
balance of the loan plus the prior lien 
amount. One respondent fully 
supported the proposal and believes it 
is good business practice and is 
consistent with what is done for the 
Agency’s direct loans. 

Two respondents were in favor of the 
proposal, but believe it should be 
strengthened by stating that the limits 
are actual limits and lenders will not be 
able to claim losses due to excess bids. 
They stated that, as written, there are 
too many maybes, and the wording 
should state that loss claims will be 
reduced, not that they may be reduced 
due to improper bidding. One comment 
suggested that the proposed change 
would not always lead to the result that 

was anticipated. It was pointed out that 
a bid is sometimes made subject to a 
prior lien, in which case the lender 
would not want to bid the net recovery 
value. It was also pointed out that the 
proposal does not contain a definition of 
net recovery value, which could lead to 
confusion. The definition of net 
recovery value is included among the 
definitions in 7 CFR 762.102. 

One respondent requested that the 
Agency reconsider the proposal. The 
respondent believes the lender knows 
best the individual circumstances of 
each loan and could best determine the 
amount they should bid and that the 
proposal could actually have the 
opposite result of what is intended. 
Also, since several states have their own 
unique laws regarding foreclosures, 
redemption, and time periods which a 
lender must consider, the proposal 
would possibly hamper the lender’s 
liquidation of the account. 

Another respondent also believes the 
proposal is too restrictive and limits the 
flexibility provided by the current 
regulations. The respondent provided 
several examples of situations where 
bidding as proposed may not be in the 
best interest of the lender, the 
Government, or the borrower, and may 
lead to a borrower losing their right of 
first refusal. The respondent 
recommended that the final rule give 
the creditor the option to bid net 
recovery value, appraised value, or 
investment, whichever is the most 
advantageous in the particular 
circumstance, as approved by the 
Agency’s State Office. If a prior lien has 
a very low interest rate, it would not 
make sense to require the lender to pay 
that debt off when acquiring the 
property, especially if there is a 
redemption period involved. Also, in 
some states, it is very difficult to obtain 
a deficiency judgment, and bidding the 
net recovery value or appraised value 
has not been a common practice. 

After considering the comments 
received, the Agency has determined 
that it will remove the proposal 
regarding bidding at foreclosure sales. 
No changes will be made to the current 
language in 7 CFR 762.149 regarding 
this item. In the vast majority of cases, 
lenders make reasonable bids at 
foreclosure sales, and it is a rare 
occurrence when a lender makes an 
inaccurate bid, leading to a large 
increase in loss to the lender upon final 
disposition of the collateral. In those 
cases, the Agency will continue to use 
the option to reduce or completely deny 
loss claims as necessary and 
appropriate. Differences in state laws 
regarding foreclosure proceedings, 
redemption laws, and obtaining 
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deficiency judgments make it difficult to 
cover all possible scenarios in one rule. 
It would also reduce a lender’s options 
and flexibility in servicing loans. 

Executive Order 12866

This rule has been determined to be 
not significant and was not reviewed by 
the Office of Management and Budget 
under Executive Order 12866. 

Regulatory Flexibility Act

The Agency certifies that this rule 
will not have a significant economic 
effect on a substantial number of small 
entities because it does not require any 
specific actions on the part of the 
borrower or the lenders. The Agency, 
therefore, is not required to perform a 
Regulatory Flexibility Analysis as 
required by the Regulatory Flexibility 
Act, Public Law 96–534, as amended (5 
U.S.C. 601). This rule does not impact 
small entities to a greater extent than 
large entities. 

Environmental Evaluation 

The environmental impacts of this 
final rule have been considered in 
accordance with the provisions of the 
National Environmental Policy Act of 
1969 (NEPA), 42 U.S.C. 4321 et seq., the 
regulations of the Council on 
Environmental Quality (40 CFR parts 
1500–1508), and the FSA regulations for 
compliance with NEPA, 7 CFR part 
1940, subpart G. FSA concluded that the 
rule does not require preparation of an 
environmental assessment or 
Environmental Impact Statement. 

Executive Order 12988

This rule has been reviewed in 
accordance with E.O. 12988, Civil 
Justice Reform. In accordance with that 
Executive Order: (1) All State and local 
laws and regulations that are in conflict 
with this rule will be preempted; (2) no 
retroactive effect will be given to this 
rule except that lender servicing under 
this rule will apply to loans guaranteed 
prior to the effective date of the rule; 
and (3) administrative proceedings in 
accordance with 7 CFR part 11 must be 
exhausted before requesting judicial 
review. 

Executive Order 12372

For reasons contained in the Notice 
related to 7 CFR part 3015, subpart V 
(48 FR 29115, June 24, 1983) the 
programs and activities within this rule 
are excluded from the scope of 
Executive Order 12372, which requires 
intergovernmental consultation with 
state and local officials. 

Unfunded Mandates 
This rule contains no Federal 

mandates, as defined by title II of 
Unfunded Mandates Reform Act of 1995 
(UMRA), Public Law 104–4, for State, 
local, and tribal governments or the 
private sector. Therefore, this rule is not 
subject to the requirements of sections 
202 and 205 of UMRA. 

Executive Order 13132
The policies contained in this rule do 

not have any substantial direct effect on 
states, on the relationship between the 
national government and the states, or 
on the distribution of power and 
responsibilities among the various 
levels of government. Nor does this rule 
impose substantial direct compliance 
costs on state and local governments. 
Therefore, consultation with the states 
is not required. 

Paperwork Reduction Act 
The amendments to 7 CFR part 762 

contained in this rule require no 
revisions to the information collection 
requirements that were previously 
approved by OMB under control 
number 0560–0155. 

Federal Assistance Programs 
These changes affect the following 

FSA programs as listed in the Catalog of 
Federal Domestic Assistance: 10.406 
Farm Operating Loans; 10.407 Farm 
Ownership Loans.

List of Subjects in 7 CFR part 762
General—Agriculture, Loan 

programs—Agriculture.
� Accordingly, 7 CFR is amended as 
follows:

PART 762—GUARANTEED FARM 
LOANS

� 1. The authority citation for part 762 
continues to read as follows:

Authority: 5 U.S.C. 301; 7 U.S.C. 1989.
� 2. Amend § 762.140 by revising 
paragraph (d) to read as follows:

§ 762.140 General servicing 
responsibilities.
* * * * *

(d) Loan installments. When a lender 
receives a payment from the sale of 
encumbered property, loan installments 
will be paid in the order of lien priority. 
When a payment is received from the 
sale of unencumbered property or other 
sources of income, loan installments 
will be paid in order of their due date. 
Agency approval is required for any 
other proposed payment plans.
* * * * *
� 3. Amend § 762.142 by redesignating 
paragraph (c)(3)(ii) as (c)(3)(iii) and 

adding new paragraph (c)(3)(ii) to read as 
follows:

§ 762.142 Servicing related to collateral.
* * * * *

(c) * * *
(3) * * *
(ii) The lender may, with written 

Agency approval, subordinate its 
interest in basic security in cases where 
the subordination is required to allow 
another lender to refinance an existing 
prior lien, no additional debt is being 
incurred, and the lender’s security 
position will not be adversely affected 
by the subordination.
* * * * *
� 4. Amend §762.144 by revising 
paragraph (c)(3)(iii) to read as follows:

§ 762.144 Repurchase of guaranteed 
portion from a secondary market holder.
* * * * *

(c) * * *
(3) * * *
(iii) In the case of a request for Agency 

purchase, the Agency will only pay 
interest that accrues for up to 90 days 
from the date of the demand letter to the 
lender requesting the repurchase. 
However, if the holder requested 
repurchase from the Agency within 60 
days of the request to the lender and for 
any reason not attributable to the holder 
and the lender, the Agency cannot make 
payment within 30 days of the holder’s 
demand to the Agency, the holder will 
be entitled to interest to the date of 
payment.
* * * * *
� 5. Amend § 762.145 by revising 
paragraphs (b)(4) and (b)(7) to read as 
follows:

§ 762.145 Restructuring guaranteed loans.
* * * * *

(b) * * *
(4) Loans secured by real estate and/

or equipment can be restructured using 
a balloon payment, equal installments, 
or unequal installments. Under no 
circumstances may livestock or crops 
alone be used as security for a loan to 
be rescheduled using a balloon 
payment. If a balloon payment is used, 
the projected value of the real estate 
and/or equipment security must 
indicate that the loan will be fully 
secured when the balloon payment 
becomes due. The projected value will 
be derived from a current appraisal 
adjusted for depreciation of depreciable 
property, such as buildings and other 
improvements, that occurs until the 
balloon payment is due. For equipment 
security, a current appraisal is required. 
The lender is required to project the 
security value of the equipment at the 
time the balloon payment is due based 
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on the remaining life of the equipment, 
or the depreciation schedule on the 
borrower’s Federal income tax return. 
Loans restructured with a balloon 
payment that are secured by real estate 
will have a minimum term of 5 years, 
and other loans will have a minimum 
term of 3 years before the scheduled 
balloon payment. If statutory limits on 
terms of loans prevent the minimum 
terms, balloon payments may not be 
used. If the loan is rescheduled with 
unequal installments, a feasible plan, as 
defined in § 762.102(b), must be 
projected for when installments are 
scheduled to increase.
* * * * *

(7) The lender’s security position will 
not be adversely affected because of the 
restructuring. New security instruments 
may be taken if needed, but a loan does 
not have to be fully secured in order to 
be restructured, unless it is restructured 
with a balloon payment. When a loan is 
restructured using a balloon payment 
the lender must take a lien on all assets 
and project the loan to be fully secured 
at the time the balloon payment 
becomes due, in accordance with 
paragraph (b)(4) of this section.
* * * * *

� 6. Amend § 762.149 by adding 
paragraph (d)(3), and amending 
paragraph (i)(2) by adding a new last 
sentence to read as follows:

§ 762.149 Liquidation.

* * * * *
(d) * * *
(3) Packager fees and outside 

consultant fees for servicing of 
guaranteed loans are not covered by the 
guarantee, and will not be paid in an 
estimated loss claim.
* * * * *

(i) * * *
(2) * * * Packager fees and outside 

consultant fees for servicing of 
guaranteed loans are not covered by the 
guarantee, and will not be paid in a final 
loss claim.
* * * * *

Signed at Washington, DC, on July 2, 2004. 

James R. Little, 
Administrator, Farm Service Agency.
[FR Doc. 04–17046 Filed 7–26–04; 8:45 am] 

BILLING CODE 3410–05–P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration 

14 CFR Part 39 

[Docket No. 99–NM–78–AD; Amendment 
39–13738; AD 2004–15–04] 

RIN 2120–AA64 

Airworthiness Directives; Boeing 
Model 737–200, –200C, –300, –400, and 
–500 Series Airplanes

AGENCY: Federal Aviation 
Administration, DOT.
ACTION: Final rule.

SUMMARY: This amendment supersedes 
an existing airworthiness directive (AD), 
applicable to certain Boeing airplane 
models, that currently requires either 
inspections for discrepancies of the 
fueling float switch wiring in the center 
fuel tank and follow-on actions, or 
deactivation of the float switch. This 
amendment requires replacing the float 
switches in the center and wing fuel 
tanks with new, improved parts; 
installing a conduit liner system in the 
center fuel tank; and replacing conduit 
assemblies in the wing fuel tanks with 
new parts, which terminates the existing 
requirements. For certain airplanes, this 
amendment also requires replacing 
certain existing sections of the electrical 
conduit in the center fuel tank with new 
conduit. This amendment also adds one 
additional airplane model to the 
applicability and removes another. The 
actions specified by this AD are 
intended to prevent contamination of 
the fueling float switch by moisture or 
fuel, and chafing of the float switch 
wiring against the fuel tank conduit, 
which could present an ignition source 
inside the fuel tank that could cause a 
fire or explosion. This action is 
intended to address the identified 
unsafe condition.
DATES: Effective August 31, 2004. 

The incorporation by reference of 
certain publications, as listed in the 
regulations, is approved by the Director 
of the Federal Register as of August 31, 
2004. 

The incorporation by reference of 
certain other publications, as listed in 
the regulations, was approved 
previously by the Director of the Federal 
Register as of March 18, 1999 (64 FR 
10213, March 3, 1999).
ADDRESSES: The service information 
referenced in this AD may be obtained 
from Boeing Commercial Airplanes, 
P.O. Box 3707, Seattle, Washington 
98124–2207. This information may be 
examined at the Federal Aviation 
Administration (FAA), Transport 

Airplane Directorate, Rules Docket, 
1601 Lind Avenue, SW., Renton, 
Washington; or at the National Archives 
and Records Administration (NARA). 
For information on the availability of 
this material at NARA, call (202) 741–
6030, or go to: http://www.archives.gov/
federal_register/
code_of_federal_regulations/
ibr_locations.html.

FOR FURTHER INFORMATION CONTACT: 
Sherry Vevea, Aerospace Engineer, 
Propulsion Branch, ANM–140S, FAA, 
Seattle Aircraft Certification Office, 
1601 Lind Avenue, SW., Renton, 
Washington 98055–4056; telephone 
(425) 917–6514; fax (425) 917–6590.
SUPPLEMENTARY INFORMATION: A 
proposal to amend part 39 of the Federal 
Aviation Regulations (14 CFR part 39) 
by superseding AD 99–05–12, 
amendment 39–11060 (64 FR 10213, 
March 3, 1999); which is applicable to 
certain Boeing Model 737–100, –200, 
–300, –400, and –500 series airplanes; 
was published as a supplemental notice 
of proposed rulemaking (NPRM) in the 
Federal Register on June 11, 2003 (68 
FR 34843). (A correction of AD 99–05–
12 was published in the Federal 
Register on March 9, 1999 (64 FR 
11533)). The action proposed to 
continue to require inspection of the 
fueling float switch wiring in the center 
fuel tank to detect discrepancies, 
accomplishment of corrective actions, 
and installation of double Teflon 
sleeving over the wiring of the float 
switch. The action also proposed to add 
new requirements for replacement of the 
float switches with new, improved float 
switches and installation of a conduit 
liner system in the center fuel tank, and 
replacement of the float switches and 
conduit assemblies with new, improved 
float switches and conduit assemblies in 
the wing fuel tanks. (The action 
proposed that this replacement would 
terminate the requirements of the 
existing AD.) For certain airplanes, the 
action also proposed to require 
replacement of certain sections of 
conduit in the center fuel tank with new 
conduit. The action also proposed to 
add one additional airplane model to 
the applicability and remove another. 

Comments 

Interested persons have been afforded 
an opportunity to participate in the 
making of this amendment. The FAA 
has given due consideration to the 
comments received. 

Request To Refer to Revised Service 
Information 

Several commenters request that we 
revise the supplemental NPRM to refer 
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