
FSA micro loans : a 
new program to assist 
small-scale farms, 
SDFs & farmers who 
are veterans 
The FSA is offering microloans to 
provide operating capital.  These 
loans can be up to $35,000.  The 3-
year farm management experience is 
NOT necessary for these loans.  New 
farmers with farm work experience, 
FFA or 4-H experience could use that 
experience to qualify.  Microloans 
can be annual loans or term loans.  

Annual loans are for 12-18 months, 
that are to be paid back at end of har-
vest/sales season for the crops for 
which the loan was taken.  Term 
loans usually have more than 1 year 
lifespan.  Term loans require borrow-
ers to make annual payments, but 
they can last up to a maximum of 7 
years.  

Microloans cannot be used to buy 
land; the money is to be spent on 
operating costs (seed, feed, fertilizer, 
fuel, livestock, etc.).  Additionally, 
the loan can be used to buy essential 
tools, delivery vehicles, irrigation 
systems, small  
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structures such as hoop houses, ani-

mal shelters, and livestock.  Micro 

loans are typically secured by the 

value of the crops, livestock, and 

equipment for which the loans were 

taken.   

If producers need more that $35,000 

for operations, they can apply for a 

direct operating cost loan (max 

$300,000) or money from a commercial 

lender under FSA’s guaranteed loan 

program. 

FSA land contract 

guarantee program 
This program allows a farm owner 

wanting to sell the farm to enter into 

an installment payment contract 

with a beginning farmer or SDF 

wanting to buy the farm, under the 

umbrella of an FSA guarantee.  Here, 

the buyer enters into a contract with 

a seller, as makes installment pay-

ments for the farm.  However, the 

farm’s ownership does not transfer 

until the seller is paid off in full, as 

written in the contract. 

The USDA encourages sales of farms 

from retiring farmers to beginning & 

SDF farmers by allowing the FSA to 

guarantee 90% of the outstanding 

principal balance for the farm, if the 

buyer stops making payments.  The 

farm sale contract must be for at least 

20 years, with equal payments at in-

terest rates comparable to FSA direct  

FO loan rates.  To qualify, buyers 

must meet the eligibility for direct or 

guaranteed FO loans through the 

FSA. 

Buyers for the land contract program must pay 5% of 

purchase price as cash down payment & have the mini-

mum 3 year documented farm management experience 

Can  the  gov ’ t  he lp  me  buy a  f a r m?  

The USDA Farm Service Agency (FSA) has a farm ownership (FO) loan program.  

Money from this program can be used to buy a farm, or make improvements to a 

farm that you already have.  There is no minimum loan amount, and the maximum 

loan  is $300,000 with no down payment.  This $300,000 loan program is called a 

direct loan from the FSA.  The agency is responsible for every aspect of a direct 

loan.   

Qualifications for the borrowing beginning farmer: you must have 3 years 
of demonstrated managerial ability related to farming.  This means that you 
must be able to show the USDA that you managed a commercial farming 
operation for a minimum of 3 years; in other words, you need evidence that 
had made management decisions regarding production, processing, & mar-
keting.  You need farm income tax statements (Schedule F) for the same 3 
years to prove that the farm you managed was a commercial enterprise.  If 
farm income for the 3 years was less than the corresponding taxable farm 
income, the applicant must have excellent records of sales revenue and costs 
for 3 years to verify their farm’s income generation. 

A commercial-scale operation should produce enough gross annual income 
to be considered a “commercial scale” operation.  Details about minimum 
gross sales to qualify to be a commercial farm operation, as opposed to a 
hobby farm operation, must be discussed with USDA FSA loan officers. 

Interest rates are posted on the USDA FSA website:  www.fsa.usda.gov/.  
You can call FSA loan officers located near you for questions related to these 
loans: http://www.fsa.usda.gov/Internet/FSA_File/ 
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What are socially-

disadvantaged farm-

ers (SDF)? 
 The USDA defines SDF to be farmers 

that are either:  

 Women 

 Native Americans 

 Asians 

 African Americans 

 Hawaiians and Pacific islanders 

 Hispanics 

Certain USDA FSA loan pro-
grams are specifically de-
signed for SDF 
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A c q u i r i n g  f a r m l a n d :  h e l p  f o r  b e g i n -

n i n g  f a r m e r s   

The 3 years’ farm experience cannot be simply experi-

ence as a farm worker; you must be a farm manager for 

3 years 
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Suppose I can’t buy a farm currently, can I still 

do commercial farming? 

Thank you for attend-

ing the KSU Beginning 

Farmers’ workshop 

on farmland acquisi-

tion & farm financing 
 Please note that we have many ex-

citing workshops coming up.  Top-

ics include horticulture, poultry, bee 

culture, fish farming, farm record 

keeping, economics, marketing, and 

business planning. 

  

ownership loan.  LandAnd Farm.com 
has a “wanted” section where you 
can post a land leasing inquiry. 

Farm rental rates vary depending on 
the type & location of land; Kentucky 
crop land rents were $70-110/ac/
year in 2009.  

Farmland can be also obtained with-
out rent.  This can be done by enter-
ing into sharecropping or profit-
sharing arrangements with land 
owners, which includes individuals, 
churches, and community gardens.  
FSA direct loans are available to 
farmers leasing land but you must 
make sure that your farming scale on 
the leased land is sufficiently large to 
characterize your farm as a commer-
cial operation; additionally, you must 
file Schedule F income taxes on your 
farm income for at least 3 years (for 
FO loans not for operating loans).  

Buying land is not the only option for 
farming.  Some farmers lease land to 
farm.  To find farmland for lease, you 
can search Craigslist or put a 
“wanting to lease” ad on Craigslist.  
You can also search 
www.LandAndFarm.com for farms 
for sale or land for lease or discuss 
with rural real estate agents.  Some-
times farm owners wanting to sell 
might agree to a 3-year lease so that 
you can gain sufficient farming ex-
perience to qualify for a FSA farm 
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You don’t have to buy land to farm: look for farm 

leasing options 

USDA FSA has many loan programs specifically for begin-

ning farmers. 

Does the FSA sell 

acquired farmland? 

The FSA usually does not acquire farm-

land due to federal loan delinquency, 

although this can happen occasionally. 

The FSA advertises such property 

within 15 days of acquisition.  Begin-

ning farmers & SDF are given the first 

priority to buy these properties.  This 

priority exists for the first 135 days of 

property acquisition.   

If more than one eligible beginning 

farmer or SDF offers to buy such prop-

erty, the FSA chooses the buyer ran-

domly among the beginning farmers & 

SDF. 

Permanent residents of the United 

States can also apply for FSA loans 

FSA-guaranteed farm ownership 
loans allow beginning farmers to buy 
a farm that costs more than $300,000.  
These loans are made and serviced by 
commercial lenders such as banks, 
credit unions, Farm Credit system, 
etc.  However, the FSA guarantees 
repayment of 90%-95% of principal 
and interest to a commercial lender if 
the borrowing farmer defaults on the 
loan.  However, the farmer will be 
responsible for full payback of the 
loan. 

To be eligible for a guaranteed FSA 
loan the farmer 1) must have a good 
credit rating with commercial lenders, 
2) must be unable to obtain a full loan 
without a guarantee,  3) must not be 
delinquent in any federal debt,  4) 
must have a business plan that dem-
onstrates the ability to repay the loan.  
Once difference for this loan from di-
rect FSA loans is that the 3-year farm 
operations experience & Schedule F 
records are not necessary, but buyers 
must show commercial lends proof of 
a financially-viable operation.  

If your farm is legally a partnership, 
corporation, or LLC, everybody in 
your organization must meet all the 
above eligibilities.  

The USDA FSA charges a fee of 1.5% 
for the guaranteed portion of a loan, 
which is usually passed on to the bor-
rower by the commercial lender (i.e., 
bank, mortgage company, etc.), which 
means that this cost is added on to the 
loan’s principal. 

The down payment loan assistance 
program helps farmers to buy a farm 
and for retiring farmers to transfer their 
farm to a new generation of farmers.   

Details of this program are: 1) the buyer 
provides cash as a down payment for at 
least 5% of the purchase price of the 
property, 2) FSA provides a loan for 45% 
of the appraised value or purchase price 
of the farm (whichever is less) on the 
basis of a 20-year loan at a fixed annual 
interest rate, 3) the remaining amount of 
money needed to buy the farm must be 
borrowed from a commercial lender.   

The commercial lender could be a bank 
or mortgage company.  They must 
amortize their part of the loan for at least 
30 years.  Ninety-five percent of the 
principal and interest associated with 
the money borrowed from the 
commercial lender is guaranteed by the 
FSA and the 1.5% guarantee fee that FSA 
usually charges is waived. 

The FSA will loan a max of $225,000 per 
borrower in this program. 

Guaranteed Farm 

Ownership Loans from 

the USDA 

USDA FSA Down 

payment loan 

assistance program for 

beginning farmers and 

socially-disadvantaged 

farmers 
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Direct loans are made with government money; 

Guaranteed loans are made with money from banks/ 

mortgage companies and the government guarantees 

repayment of 90%-95% of principal & interest of 

the loan in case the debtor is unable to pay.  These 

loans are made under supervision of the FSA 

Beginning farmer loan applications can 

be found here: 

 http://www.fsa.usda.gov 

Example commercial lenders in KY: 

Farm Credit Services, Central KY Ag. 

Credit Association, River Valley Ag. 

Credit Association 


