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Guaranteed Farm
Operating Loans
Bac '-g—‘ iind + Not have caused the agency a loss = Payment of annual operating
due to debt forgiveness. expenses such as feed, fuel, and
fertilizer.

System member institutions, and
other lenders. FSA guarantees up to
90-95 percent of the loan principal
and interest against loss, subject to
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Individuals, joint operations,
corporations, and cooperatives
primarily and directly engaged in
farming may apply.
In addition, to be elioi

addition, to be eligib

applicant must:
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reasonable prospects for success;

:

« Be unable to obtain sufficient
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e Meet the life-time loan limits for
the type of loan requested;

* Possess the Iegai capacity to incur
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This is determined by the local
elected FSA county committee made
up of local farmers.
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In the case of corporations,

cooperatives, joint operations, ot
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partnerships, the stockholders,
members or partners holding a
majority interest must meet these
same eligibility requirements.

If the individuais hoiding a majority
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blood or marriage, at least one

stockholder, member, or partner

must operate the family farm. If they
are not related by blood or marriage,

those holding a majority interest

must operate the farm.
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operating loan funds to pay for items
needed for a successful operation.
Basically, whether the loan is direct
or guaranteed the purposes are the
same and these may include:

+*, Costs to reorganize a farming:,

operation to improve profitability.

e Payment of costs associated with
land and water development for
conservation and use.

e Payment of the costs of
complying with OSHA.

» Payment of iraining cosis.
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expenses.

» Refinancing debt under certain
conditions.

FSA mav onarantee a line o i

L0043 MIGY SULGIINAY & BuV VL Vil

for the following purposes:

¢ Payment of annual opcrating
expenses, family living expenses,
and the purchase of feeder
--:_._1.‘.
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borrower incurred for current
annual operating expenses before
the guarantee was issued. This
does not include-debts carried
over from the previous year.
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used to make principal payments on

real estate or to purchase real estate
or capital items such as equipment.

FSA may contract to guarantee a line

after the loan is closed. e The purchase of livestock, _ of credit for a term of 3 to 5 years.
machinery, equipment, and other
basic security.




Guaranteed Farm Operai ans

interest Rates Appiying fora Targeted Groups
Guaranieed Operating

Interest rates can be fixed or ’ FSA reserves a certain percentage of

variable, and as agreed upon by the
borrower and the lender. The rate
charged may not exceed the rate the
lender charges its average farm

customer.
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year for loans used to pay annual
operating expenses. For loans used
for capital expenditures, the terms
of the loan may not exceed 7 years.
Terms may inciude equai, unequai,
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Borrowers must provide sufficient
collateral to secure the loan. This
may include farm equipment,
livestock, real estate, or assignments

on Crops or omcr pruuuec

There must be adequate security; at
least 1:1 when considering
repayment ability. A first lien is
required on all property/products
acquired, produced or refinanced.

The size of the loan is agreed upon

by the borrower and the lender. The

borrower must show the ability to
repay the loan under the terms and
. conditions of the loan agreement, ’

and the loan is necessary io the
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The borrower may have more than
one guaranteed loan. Each loan
must be secured with separate and
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identifiable collateral. The total
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principal indebtedness of FSA direct

and mmrantepd loans may rmt

: exceed $700,000. Also, the
combination of the guaranteed OL
and FO principal balance (also
considering direct loans of the same
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type) cannot exceed $700,000.

loan, you must apply with an eligible
lender. If the lender decides to make
the loan, the lender applies with FSA

for a guarantee.

- Who can make

Guaranteed Loans?

Lenders eligibie to participate in the
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. Any federal or State chartered
bank, Farm Credit Bank, or other
Farm Credit System institution
with direct lending authority;

o Tha Ranl far Cnnnerativec
1138 Salin 10T LUOUPI QU VS,

savings and loan associations,

bulldmg and loan associations;

e A mortgage compahy that is part
of a bank-holding company;

lw\i;tlo;al Credit Umon
Administration or a State agency;

. An insurance company that is

regulated by a State agency of the

National Association of Insurance
Commissioners; and

e An Agricultural Credit
Corporation that is a subsidiary of
any Federal or State chartered
bank.

All these lenders must be subject to

credit examinations and supervision

by either a Federal or State agency.

The lenders must be in good

standing with their licensing

authority and have the capability io

ada~ataly amnnn ﬂ-ie 1nane far

aum.lua.wx_y DU VILG U AVUalld iVl
which eunarantees are reauested.
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guaranteed loan funds to be targeted
specifically for either Beginning
Farmers or Socially Disadvantaged
Applicants.

Socially Disadvantaged Applicants
(SDA) are members of one of the
following groups: Women; African
Americans; Native Americans;
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The United States Department of Agriculture
(USDA) prohibits discrimination in its programs on
the basis of race, color, national origin, sex. reli-

gion, age, disability, political beliefs and marital or
| statue (Not all nrohihitad hasss annlv to all

familial
SIS SRS, (WO & pron fases apnlvio Al

programs.) Persons with disabilities who require
aiternative means for communication of program

information (braille, large print, audiotape, etc.)

shouid contact the USDA Office of Communica-:
tions at (202) 720-2791. :
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ture, U.S. Department of Agriculture, Washington,
D.C., 20250, or call 1 800-245-6340(\:060:)01'(202)
720-1127 (TDD). :
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