
Fina ncing 101/Gett ing Sta r ted



Gett ing sta r ted 
w ith U SDA:

• Connect with your state 
Beginning Farmer 
Coordinator

• Connect with your local 
USDA Service Center.

• USDA Service Center Locator

• You will be able to visit one-
on-one with Farm Service 
Agency (FSA) and Natural 
Resources Conservation 
Service Center (NRCS) staff.

Presenter Notes
Presentation Notes
There are over 2100 county offices across the nation with every county being serviced by a USDA Service Center. �To find out who your State BFR Coordinator is go to:  www.farmers.gov/newfarmers/coordinators.The USDA Service Center Locator is found at:  https://offices.sc.egov.usda.gov/locator/app or by simply typing USDA Service Center Locator into a search engine.   Although you may think that you are only interested in financing it’s always beneficial to connect with the various USDA agencies to see what programs, financial assistance, and technical services are available to you.  Although we will put a lot of focus on FSA Loan Programs throughout this presentation, we also want to inform you of other USDA agencies and programs that may be beneficial in your farming endeavors. 



Definit ions :
• Beginning Farmer according to FSA: A beginning farmer or rancher is an 

individual or entity who:

(1) has not operated a farm or ranch for  more than 10 years (2) meets 
the loan eligibility requirements of the program to which he/she is  
applying (3) for an FO loan, does not own a farm greater than 30 percent 
of the average size farm in the county

• SDA: Historically Underserved Groups 
As defined by law, an SDA applicant is  one who  is  a member of a socially

disadvantaged group whose members have been subjected to racial, 
ethnic, or gender prejudice because of their identity as a member of a 
group, without regard to their individual qualities.

SDA groups are African Americans, American Indians, Alaskan Natives,
Hispanics, Asians, Pacific Islanders, and Women.

Presenter Notes
Presentation Notes
If you are new to USDA, then you may very well fit the definition of a beginning farmer!  Many people think that a beginning farmer is identified by age, however it is not, but rather identified by the years you have operated a farm. These designations define rules for participating in programs as well as priority/pools of funding for other USDA programs. Some agencies have a slightly different definition of beginning farmer or prioritize pools differently. For example, NRCS EQIP doesn’t give women extra weight in terms of competing for funding but does for beginning farmers. For loan purposes, there are designated funds for those who identify as beginning farmers and/or SDA applicants. 



Definit ions :

Vetera n Fa rmer or  Ra ncher :  
Farmer or Rancher who has served in the 
Armed Forces (as defined in section 101 
(10)  of title 38) and who has not operated 
a farm  or ranch for more than 10 years 
total or has obtained status as a veteran 
(as defined in  38 U.S.C. 101 (2)) during the 
most recent 10-year period.

For entities requesting to be considered a 
veteran farmer or rancher, at least 50% of 
the interest must be held by veteran 
farmers or ranchers. 



What does FSA offer?

Farm Programs
• Disaster Assistance
• Conservation Programs
• Safety Net
• Risk Management

Farm Loans
• Ownership Loans
• Operating Loans
• Microloans
• Loan Guarantees

Presenter Notes
Presentation Notes
First you will want to connect with the FSA.FSA has two major categories of offerings: Farm Programs and Farm Loan Programs. Farm programs include disaster assistance for all types of producers and can help farmers recover during natural disasters or when there are serious economic disruptions (such as the current pandemic).  Conservation Programs are available to provide financial assistance to address farming and ranching related conservation issues including drinking water protection, reducing soil erosion, wildlife habitat preservation, preservation and restoration of forests and wetlands, and aiding farmers whose farms are damaged by natural disasters.  Safety Net Programs are available for financial assistance to provide payments when actual crop or commodity revenue declines below a specific level or price.Risk Management Programs assists farmers and ranchers to prepare for and recover from the unexpected.Farm programs also offers programs to offset the costs of organic certification and has low interest loans for commodity storage of all types (from fluid milk to produce). FSA has a variety of loan programs to meet different types of needs whether it be for an improvement project, expanding an enterprise, getting started or purchasing a farm.  We will discuss each of these programs as we get further into the presentation.  Farm loan programs often open the door for many beginning farmers and veterans in getting started farming.  



FSA Fa r m  Pr ogr a m s

• Crop Acreage Reporting

• Disaster Programs- Noninsured Crop Disaster 
Assistance Program (NAP); Emergency
Assistance for Livestock, Honeybees, and Farm-
Raised Fish Program (ELAP); Livestock Indemnity 
Program (LIP); Livestock Forage Disaster 
Program (LFP); Emergency Conservation 
Program (ECP

• Farm Storage Facility Loan Program (FSFL)

Presenter Notes
Presentation Notes
Producers are encouraged to annually file a crop acreage report by July 15th.  It's important to report hay and pasture even if you are not growing crops. ��NAP- Covers crops that are not insurable through a typical insurance agent.  Administrative fee of $325 is waived for beginning, SDA, and limited resource producers.�ELAP- For livestock producers- provides assistance for grazing losses on non-federal land, additional costs in transporting water to livestock due to drought, losses resulting from the additional cost associated with gathering livestock for treatment and inspection related to cattle tick fever.�LIP- Provides benefits to eligible livestock owners or contract growers for livestock deaths in excess of normal mortality caused by eligible loss conditions, including eligible adverse weather, eligible disease and eligible attacks (attacks by animals reintroduced into the wild by the federal government or protected by federal law, including wolves and avian predators). �LFP- Provides payments to eligible livestock owners and contract growers who have covered livestock and who are also producers of grazed forage crop acreage (native and improved pasture land with permanent vegetative cover or certain crops planted specifically for grazing) that have suffered a loss of grazed forage due to a qualifying drought during the normal grazing period for the county.  LFP also provides payments to eligible livestock owners or contract growers that have covered livestock and who are also producers of grazed forage crop acreage on rangeland managed by a federal agency if the eligible livestock producer is prohibited by the federal agency from grazing the normal permitted livestock on the managed rangeland due to a qualifying fire.ECP- The Emergency Conservation Program (ECP) helps farmers and ranchers to repair damage to farmlands caused by natural disasters and to help put in place methods for water conservation during severe drought. The ECP does this by giving ranchers and farmers funding and assistance to repair the damaged farmland or to install methods for water conservation. Examples- repairing fences and cleaning up debris from tornadoes and/or ice storms. FSFL- Low interest financing to assist with purchase and/or construction of grain and hay storage facilities.  FSFL also assists with purchase of equipment and cold storage units for storing and transporting products.  Applicant must be producing the commodities. �



FSA Eligibility  a nd Super vised 
Cr edit

FSA is supervised credit: this is  different from traditional credit. FSA is 
the lender of first opportunity for those who may not otherwise 
qualify for ag credit. FSA makes and services direct loans through 
supervised credit with funds from the U.S. Treasury. FSA also offers 
loan guarantees for loans made by conventional lenders. 

Direct and guaranteed applicants must:
• Be unable to obtain sufficient credit elsewhere
• Be a citizen or a legal resident alien 
• Possess legal capacity to incur the loan obligation
• Have acceptable credit history
• Be the owner-operator or tenant-operator of a family farm 

Presenter Notes
Presentation Notes
FSA works one on one with an applicant to determine credit worthiness, ability to repay, evaluate the farm business and supervises them through the loan process. Applicants and borrowers maintain good and frequent communication with their FSA farm loan officer/team.  Your loan officer will work to create the best solution for you in terms of payment schedules, accountability, loan terms, and disbursement of funds. FSA loan staff can provide the technical assistance and can answer questions, but it is important to understand that the borrower is ultimately responsible for the success of the operation. The FSA staff will work with you in filling out your application and applying.  Please take advantage of their assistance when applying for a loan. Be realistic, honest and detailed in your description of your personal/farm finances and your business plan/expenses. Decisions are made based on the information you provide so it is important that it is accurate. Many loan officers will recommend starting small and scaling up the operation. 



Direct and guaranteed applicants must:

• Not be delinquent on federal debt
• Have managerial ability for the type 

of loan requested        
• Not have caused the agency a loss by 

receiving debt forgiveness (some
exceptions)

• Not have been convicted of planting, 
cultivating, growing, producing, 
harvesting, or storing a controlled 
substance within the last 
five years

General Eligibility 
Requirements Continued



A dir ect  loa n a pplica nt  m u st :

• Develop a realistic Farm Business Plan that projects repayment ability for 
the loan and meet general eligibility criteria 

• Provide adequate collateral for the loan

• Agree to take borrower training courses (if required) and “graduate” to 
private sector credit when able to do so

• Not exceed restriction on years of eligibility

• Have applicable education, training, or farm experience that provides 
reasonable prospects of success (For a FO loan, must have participated in 
the management of a farm or ranch for at least 3 years)
Certain types of qualifications can reduce the three-year experience 

requirement: these include degrees, military experience, 
and having a mentor

Presenter Notes
Presentation Notes
FSA looks at the whole/global financial picture. Gross farm income and expenses, owner cost of living/withdrawals, owner/operator income, farm and personal debt payments—bottom line: are all expenses and debts being paid and is there any cash left?��Collateral for a loan can vary and is dependent upon the type of loan.  A loan must at least be secured 100% and may require 150% at times.  The goal is to help producers graduate to commercial/conventional lending.  To ensure a successful loan and farm management experience oftentimes borrower training is required.  This training consists of Production and/or Financial Management Training.  As for years of eligibility to obtain a loan, an applicant can apply for Operating Loans for up to 7 years and up to 10 years for Farm Ownership Loans. Years of experience must include 3 years of management decisions for production and operations/finances. Not just farm labor.  Be sure to share your experiences and any documentation with your loan official. �



FSA Lending B asics

• FSA is supervised credit—
the goal is to graduate!

• 5 C’s of credit: character, 
capital, collateral, 
conditions (market), and 
capacity (to repay)

• Know your credit score, 
your credit report, cash 
flow and your farm 
finances! 

• Have a plan for success 
and repayment. 

Presenter Notes
Presentation Notes
As previously mentioned, FSA is the lender of first opportunity and our goal is to help you grow and graduate from supervised credit to conventional lending.  To emphasize supervised credit- you will work very closely with your loan official.  Be sure to have honest and open communication!  The 5 C’s are very important to you and your operation while it is imperative to stay abreast of your credit, cash flow and finances!  While FSA does not make an approval decision based solely on credit score it is important to maintain a good score.  Instead of focusing so much on the overall score, FSA will look at the credit history- payment schedules, past due accounts, etc. All of these things are important to ensure the success of your farming operation and repayment of loans!



FSA Farm Loan Programs: 
• Direct Loan Programs- Farm Ownership (FO), 

Operating (OL) and Microloan (ML)
* Interest rates are set monthly.

• Guaranteed Loan Programs
• B eginning Farmer Down Payment Loan

Presenter Notes
Presentation Notes
Direct FO- Term up to 40 years with maximum loan amount of $600,000.�Direct OL- Term up to 7 years with maximum loan amount of $400,000.  *Can be 12 months for Annual Operating. �ML FO- Term up to 25 years with maximum loan amount of $50,000.�ML OL- Term up to 7 years with maximum loan amount of $50,000.   *Can be 12 months for Annual Operating. ��Guaranteed Loan Program- Provides financing for both FO and OL purposes with maximum loan amount of $1,776,000.  FSA can guarantee the loan up to 95%.�BF Downpayment Loan- Applicant contributes 5%, FSA finances 45%, and other financial institution finances 50%.�



Types of Loans and their limits:

• Operating: $400,000
• Ownership $600,000
• Microloan $50,000 (Ownership and operating 50k each for a 

possible 
combined $100,000)

• Guaranteed $1,825,000 million
• Down Payment Loan: The lesser of 45% of the 

purchase price, 45% of the appraised value or 
$667,000 (not to exceed $300,150)



O per a t ing 
Loa ns

Operating loans can be used to purchase:
• Equipment
• Livestock
• Production expenses
• Refinance operating expenses

Operating loans can be repaid in 1-7 years.
Limit is  $400,000.

Presenter Notes
Presentation Notes
Operating loans are repaid in 1 to 7 years. Items that are used within one year such as feed, land rent and seed are limited to 1-year loans. Depreciable purchases such as equipment can be longer term loans. Limit $400,000



Fa r m  
O w ner ship 
Loa n

Ownership loans can be used to pay for:
• Land purchases
• Capital improvements
• Soil and water conservation
• Loan closing and related expenses

Farm Ownership loans can be repaid in up 
to 40 years. Limit $600,000



Microloans

Microloans are limited to $50,000 and have a simpler application process 
and less paperwork. There are both Fa r m  Ow ner ship a nd Oper a t ing 

M icr oloa ns . 

• Operating microloans can be used for all approved operating 
expenses authorized by FSA such as initial start-up expenses, seed, 
fertilizer, marketing, livestock etc. 

• Ownership loans can be used for approved expenses such as 
purchasing land or a farm, enlarging an existing farm, constructing 
buildings, paying closing costs etc. 

• The experience requirements have been modified to accommodate 
applicants: small business, management and military experience can 
count towards management requirements for ownership loans while 
working with a mentor can modify/count toward operating loan 
requirements. 

• Operating Loans repayment terms are 1 to 7 years while Farm 
Ownership is  up to 25 years.  

Presenter Notes
Presentation Notes
Microloans have been very beneficial for beginning farmers!  We have seen a high volume of participation in this program amongst special groups since its inception.  



Guaranteed Loans

• Guaranteed loans are made and serviced by 
agricultural lenders (farm credit, local bank etc.) 

• Funded by the lender
• Often used to help lenders continue with customers 

who have experienced setbacks
• To qualify for a FSA guarantee loan an applicant must: 

meet general eligibility requirements, be unable to 
obtain the loan without a guarantee and have a 
feasible plan and adequate collateral as determined by 
the lender

• $1,825,000 Limit

Presenter Notes
Presentation Notes
Guaranteed operating have 1-7 year terms while ownership is up to 40. The loan rate is determined by the lender and not FSA.  The lender becomes FSA’s customer.  The borrower works directly with the lender and not FSA. The 2018 Farm Bill increased the loan guarantee for beginning and underserved farmers from 90 to 95%. 



Down Payment 
Loan:
Applicants must:

• be beginning farmers, veteran or SDA 
farmers

• Provide a 5% down payment

Down Payment loan funds may be used only to 
partially finance the purchase of a family farm.

FSA can loan up to 45% of the least of the purchase 
price, appraised value or $667,000 (max loan is 
$300,150). 

The balance of the purchase price not covered by 
the down payment loan and the loan applicant's 
down payment may be financed by a private 
lender, a cooperative, or the seller.

Presenter Notes
Presentation Notes
A great program designed to help beginning, veteran and SDA farmers!  The terms are a bit different from the direct Farm Ownership Loan Program as there is a 5% minimum down payment required, FSA’s portion of the loan has an interest rate of 1.500%, maximum loan amount of $300,150 and a maximum term limit of 20 years as opposed to 40.  FSA finances 45% of the loan and the remaining 50% is covered by a commercial lender with a minimum amortization period of 30 years.  Interest rate is negotiated with the lender. 



N etw or k ing
• Extension Services

• Farm Bureau Young Farmer 
&  Ranchers

• State Department of 
Agriculture

• Small Business 
Administration

• Local and State 
Organizations

• Colleges/Universities

Presenter Notes
Presentation Notes
Surrounding yourself by people who share your passion is invaluable!  Networking is very important, especially if you are new to farming and trying to get connected with various resources.  There are various opportunities for networking with different groups within your local area and state.  Listed are a few examples of networking opportunities with different groups. 



Questions? 
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