
Farm Loan Officer Trainee
(FLOT) Practice Exam
(Sample)
Study Guide

Everything you need from our exam experts!

Sample study guide. Visit https://farmloanofficertrainee.examzify.com



Copyright © 2025 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any
means, graphic, electronic, or mechanical, including photocopying,
recording, web distribution, taping, or by any information storage retrieval
system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain from reliable
sources accurate, complete, and timely information about this product.

1Sample study guide. Visit https://farmloanofficertrainee.examzify.com for the full version

SA
M

PLE



Questions

2Sample study guide. Visit https://farmloanofficertrainee.examzify.com for the full version

SA
M

PLE



1. When does recapture of appreciation under the shared
appreciation agreement occur?
A. At the end of the term of the agreement
B. Any time the borrower/spouse ceases farming
C. If the property is transferred or sold
D. All of the above

2. Is it true that an offer to convey real estate security may be
accepted before the Agency official meets with the borrower?
A. True
B. False
C. It depends on the property type
D. Yes, but only under special circumstances

3. A guaranteed Line of Credit cannot be used for which of
the following?
A. Purchase of real estate
B. Purchase of a tractor
C. Development of wetlands
D. All of the above

4. Which lender operates under an agreement on a
loan-by-loan basis?
A. SEL - Standard Eligible Lender
B. PLP - Preferred Lender
C. CLP - Certified Lender
D. SBL - Special Borrower Lender

5. Which statement is true regarding the requirement for a
lender's review of their guaranteed loan portfolio?
A. A review must occur every year
B. Reviews are done biannually
C. Reviews can be skipped if loans are current
D. Only defaulted loans require review
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6. Can advances under a guaranteed line of credit be made
until the loan matures?
A. Yes, advances can be made until maturity
B. No, advances cannot be made after a set date
C. Only if the borrower requests it
D. Yes, but only in the first year

7. Is it permissible for a lender with a non-guaranteed loan of
$75,000 to refinance $125,000 using a guaranteed operating
loan if the machinery is appraised at $300,000?
A. Yes, this is allowed
B. No, it is not allowed
C. Only if the first lien is removed
D. Yes, as long as the second lien is less than 50%

8. When must a new security Agreement be prepared?
A. Annually
B. When there are significant changes in collateral
C. When new loans are issued
D. Only at the request of the borrower

9. Is a lender allowed to propose a $250,000 term guaranteed
operating loan for a former FSA borrower whose direct loan
balance was settled due to circumstances beyond their
control?
A. True
B. False

10. Who can authorize a disaster declaration?
A. State Committee
B. County Committee
C. Secretary of Agriculture
D. President
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Answers
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1. D
2. B
3. D
4. A
5. A
6. B
7. B
8. B
9. A
10. D
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Explanations
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1. When does recapture of appreciation under the shared
appreciation agreement occur?
A. At the end of the term of the agreement
B. Any time the borrower/spouse ceases farming
C. If the property is transferred or sold
D. All of the above

Recapture of appreciation under a shared appreciation agreement occurs in several
circumstances, which is why the option that states "all of the above" is correct. Each
scenario outlines a specific instance where appreciation may be recaptured:  - At the end
of the term of the agreement, any appreciation in value that has accumulated as part of
the terms of the agreement would be recaptured to settle any financial obligations or
share in the profits based on the agreement.  - If the borrower or their spouse ceases
farming at any time, the agreement typically mandates a recapture of appreciation
because the shared appreciation deal is usually contingent on the borrower actively
engaging in farming activities.  - In the event that the property is transferred or sold, the
recapture of appreciation is triggered because the agreement often stipulates that
appreciation must be paid back upon any change in property ownership.  These situations
encompass all possible triggers for recapturing appreciation, which is why selecting "all
of the above" is accurate. Understanding the context of a shared appreciation agreement
is crucial for grasping when and why recapturing occurs, ensuring proper compliance
and financial planning for both the lender and borrower involved in agricultural
financing.

2. Is it true that an offer to convey real estate security may be
accepted before the Agency official meets with the borrower?
A. True
B. False
C. It depends on the property type
D. Yes, but only under special circumstances

The statement is false because, in the context of farm loans and the processes involved,
an offer to convey real estate security typically requires that the Agency official engages
directly with the borrower before any acceptance of the offer can take place. This
interaction is crucial as it allows the official to assess the borrower's qualifications and
ensure that all necessary documentation and information are reviewed.   Meeting with
the borrower establishes a point of contact and provides the borrower a clear
understanding of their obligations and the terms of the security being offered. This
communication is essential to protect both parties and to ensure compliance with
regulatory requirements.   Thus, the process is designed to ensure that proper protocols
are followed, safeguarding the interests of both the lender and the borrower, making it
clear that an acceptance is not valid until this necessary meeting occurs.
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3. A guaranteed Line of Credit cannot be used for which of
the following?
A. Purchase of real estate
B. Purchase of a tractor
C. Development of wetlands
D. All of the above

A guaranteed Line of Credit is designed to provide farmers and ranchers with flexible
funding options for operational expenses and short-term needs. However, certain uses
are restricted under the guidelines of such financing products.  When it comes to
purchasing real estate, a Line of Credit typically does not cover this because real estate
financing usually requires a different type of loan product, such as a mortgage, which has
longer terms and specific underwriting criteria. Similarly, the purchase of equipment
such as a tractor might also fall outside the intended uses of a Line of Credit, as these
purchases are often considered capital expenditures requiring different financing
structures that can accommodate repayment over a longer period.  Moreover, the
development of wetlands entails significant capital investment and regulatory
considerations, which again falls outside the operational standard use of a Line of Credit.
This kind of investment would likely necessitate specialized financing arrangements or
grants.  Therefore, since a guaranteed Line of Credit is not intended for these specific
purposes—purchasing real estate, buying equipment like tractors, and developing
wetlands—it is accurate to conclude that it cannot be used for any of those options.

4. Which lender operates under an agreement on a
loan-by-loan basis?
A. SEL - Standard Eligible Lender
B. PLP - Preferred Lender
C. CLP - Certified Lender
D. SBL - Special Borrower Lender

The Standard Eligible Lender operates under an agreement on a loan-by-loan basis,
which means that each loan is individually assessed and approved according to specific
terms and conditions agreed upon at the time of lending. This allows lenders to tailor
financing solutions to the unique requirements of each borrower and the specific
characteristics of each loan.  The nature of the Standard Eligible Lender's operational
process emphasizes flexibility and customization in lending, making it possible to adapt
to various borrower needs and different loan scenarios. This can include adjustments for
loan amounts, repayment terms, and interest rates based on the individual situation
presented.  This contrasts with other lender types, which may follow more standardized
or occasional arrangements that do not provide the same level of individualized
assessment for each loan. For example, Preferred and Certified Lenders typically engage
in certain established guidelines and requirements that may not allow for such
individualized assessments on a loan-by-loan basis. Understanding this distinction is
crucial for recognizing how different lending roles operate within the farm loan
programs.
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5. Which statement is true regarding the requirement for a
lender's review of their guaranteed loan portfolio?
A. A review must occur every year
B. Reviews are done biannually
C. Reviews can be skipped if loans are current
D. Only defaulted loans require review

The requirement for a lender’s review of their guaranteed loan portfolio is established to
ensure that the lender is actively managing and monitoring the health of the loans they
have provided. Annual reviews are critical because they allow lenders to assess
performance, identify potential issues, and maintain compliance with program
guidelines. Regular evaluations help in maintaining accountability and ensuring that
borrowers are meeting their obligations.  Conducting these reviews annually provides a
framework for ongoing assessment and supports proactive risk management. This helps
both the lender and the borrowers by identifying any issues early, ensuring that terms
are adhered to, and ultimately enhancing the likelihood of successful loan repayment. 
Biannual reviews, skipping reviews if loans are current, or focusing only on defaulted
loans do not align with the standards set for monitoring guaranteed loan portfolios.
Relying on the current status of loans (if they are current) or only reviewing defaulted
loans would not provide a comprehensive picture of the portfolio's overall health. Regular
annual evaluations ensure consistent oversight and help mitigate potential risks across
the entire loan portfolio.

6. Can advances under a guaranteed line of credit be made
until the loan matures?
A. Yes, advances can be made until maturity
B. No, advances cannot be made after a set date
C. Only if the borrower requests it
D. Yes, but only in the first year

Advances under a guaranteed line of credit are typically structured around specific terms
that include a set maturity date. This means that advances cannot be made beyond this
predetermined date. The design of these lines of credit ensures that both the lender and
the borrower adhere to the timeline established during the setup of the loan agreement.
Therefore, once the loan reaches its maturity date, any further advances are no longer
permitted, thereby maintaining the integrity of the loan structure and encouraging
timely repayments.   The other choices do not align with the conventional practices
related to the structure of such lines of credit. While advances may be common during
the life of the loan up to the maturity date, the necessity of adhering to the agreed
timeframe is paramount in lending agreements.
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7. Is it permissible for a lender with a non-guaranteed loan of
$75,000 to refinance $125,000 using a guaranteed operating
loan if the machinery is appraised at $300,000?
A. Yes, this is allowed
B. No, it is not allowed
C. Only if the first lien is removed
D. Yes, as long as the second lien is less than 50%

The situation involves refinancing a non-guaranteed loan with a guaranteed operating
loan, and it's important to understand the regulations governing such transactions.
Generally, guaranteed loans need to be secured by eligible collateral, which fits within
specific limits defined by the lender.   In this case, refinancing the non-guaranteed loan
of $75,000 with a guaranteed operating loan of $125,000 will likely not align with the
regulation that stipulates the guidelines and restrictions on loan amounts relative to the
appraised value of the asset as well as the status and amount of existing liens.  For a
guaranteed operating loan, the lender’s ability to refinance will be significantly limited,
particularly when involving a higher loan amount than the original and non-guaranteed
loan. Additionally, the regulations seek to protect the interests of taxpayers, given that
guaranteed loans involve a government guarantee. Refinancing the sum greater than
existing loan amounts without adhering to necessary conditions could pose risks, thus
making this transaction not permissible.  The complexity of this situation highlights the
need for adherence to loan-to-value ratios and the establishment of clear lien positions to
ensure compliance with lending regulations. Understanding these aspects reinforces the
conclusion that the described refinancing, as stated, is not permissible.

8. When must a new security Agreement be prepared?
A. Annually
B. When there are significant changes in collateral
C. When new loans are issued
D. Only at the request of the borrower

A new security agreement must be prepared when there are significant changes in
collateral. This is crucial for accurately documenting the specific assets that secure a
loan, ensuring that both the lender and borrower understand which assets are at stake. If
the collateral changes—whether through acquisition of additional assets, modifications,
or removal of existing ones—it is essential to create an updated agreement to reflect
these changes. This helps to protect the lender’s rights and clarifies the obligations of
the borrower, preventing future disputes regarding what is covered by the loan
agreement.  Other circumstances, such as issuing new loans or at the request of the
borrower, might not automatically necessitate a new security agreement unless there are
corresponding changes to the collateral involved. Similarly, preparing such an agreement
on an annual basis does not take into account the dynamic nature of assets and
liabilities, which may warrant updates only when there are significant alterations to the
collateral. Thus, focusing on the occurrence of significant changes in collateral ensures
that all parties maintain clarity and legal protection in their financial arrangements.
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9. Is a lender allowed to propose a $250,000 term guaranteed
operating loan for a former FSA borrower whose direct loan
balance was settled due to circumstances beyond their
control?
A. True
B. False

A lender is allowed to propose a $250,000 term guaranteed operating loan for a former
FSA borrower whose direct loan balance was settled due to circumstances beyond their
control. The key point here is that the borrower’s previous direct loan was settled due to
uncontrollable circumstances, which typically indicates that they are not considered a
default risk in the same way as borrowers with unresolved debts.   The Farm Service
Agency (FSA) provides certain protections and opportunities for borrowers who have
faced hardships. These guidelines often allow them to access new financing options,
particularly if they have demonstrated a willingness and ability to manage their finances
positively after the settlement. Furthermore, guaranteed loans, like the one proposed,
are less risky for lenders since they are backed by the government, making it easier for
them to extend credit to former borrowers under these specific situations.

10. Who can authorize a disaster declaration?
A. State Committee
B. County Committee
C. Secretary of Agriculture
D. President

The President has the authority to authorize a disaster declaration. This power typically
stems from federal laws and regulations that allow the President to respond to disasters
or emergencies that significantly affect a community or region. When a disaster strikes
and the effects exceed the capabilities of local and state governments, the President can
issue a disaster declaration, enabling federal assistance to support recovery efforts.  This
is particularly important in scenarios where agricultural sectors are impacted, as it can
mobilize resources, funding, and aid necessary for recovery. Such declarations can
provide immediate support in the form of loans for farmers, infrastructure repairs, and
other necessary disaster relief measures. The process often involves coordination among
various levels of government, but the ultimate authority to declare an official disaster
resides with the President.
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