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Amendment Transmittal 
 

A Reasons for Amendment 
 
Subparagraphs 108 L and M have been amended to reflect the suspension of term limits until 
December 31, 2010. 
 
Subparagraph 123 B has been amended to provide eligible FO purposes. 
 
Paragraph 136 has been amended to: 
 
• withdraw beginning farmers when referencing: 
 

• loans made with a down payment FO 
• the downpayment loan program 

 
• add that applicants simply meeting the definition of “Socially Disadvantaged Applicant” will 

not qualify for a fee waiver. 
 
Subparagraph 196 A has been amended to add that applicants simply meeting the definition of 
“Socially Disadvantaged Applicant” will not qualify for a 95 percent guarantee. 
 
Subparagraph 244 A has been amended to update the statutory loan limits for combined 
guaranteed and direct loans. 
 
Subparagraph 247 A has been amended to withdraw beginning farmers from the downpayment 
loan program. 
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Par. 108 
108 General Eligibility Requirements for OL and FO (7 CFR 762.120) (Continued) 
 

K Controlled Substances 
 

[7 CFR 762.120]  The applicant and anyone who will sign the promissory note must not 
be ineligible for loans as a result of a conviction for controlled substances according to 
7 CFR 718 of this chapter. 

 
Notwithstanding any other provision of law, any person convicted under Federal or State law 
of planting, cultivating, growing, producing, harvesting, or storing a controlled substance in 
any crop year shall be ineligible for any payment made under any Act, with respect to any 
commodity produced during the crop year of conviction and the 4 succeeding crop years, by 
such person.  

 
Applicants convicted of any Federal or State offense consisting of the distribution 
(trafficking) of a controlled substance shall, at the discretion of the court, be ineligible for 
any or all program payments and benefits: 
 
• for up to 5 years after the 1st conviction 
• for up to 10 years after the 2nd conviction 
• permanently for a 3rd or subsequent conviction. 
 
Applicants convicted of Federal or State offense for the possession of a controlled substance 
shall be ineligible, at the discretion of the court, for any or all program benefits, as follows: 
 
• up to 1 year upon the 1st conviction 
• up to 5 years after a 2nd or subsequent conviction. 
 
Note: Consult with the Regional OGC Attorney before initiating any actions on cases 

involving controlled substance violations. 
 
Application for Guarantee or Preferred Lender Application both require applicants to certify 
that they are not ineligible for Federal benefits based on a conviction of any Federal or State 
controlled substance offense.  Self-certifications on Application for Guarantee and Preferred 
Lender Application will be the only documentation required involving convictions of 
controlled substances.   
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Par. 108 
108 General Eligibility Requirements for OL and FO (7 CFR 762.120) (Continued) 

 
L 15-Year OL Time Limit 
 
 *--Note: Enforcement of this subparagraph is suspended until December 31, 2010.--* 

 
[7 CFR 762.122]  No guaranteed OL shall be made to any applicant after the 15th year 
that an applicant, or any individual signing the promissory note, received a direct or 
guaranteed OL. 
 
If a borrower had any combination of direct or guaranteed OL closed in 10 or more 
prior calendar years, before October 28, 1992, eligibility to receive new guaranteed OL 
is extended for 5 additional years from October 28, 1992, and the years need not run 
consecutively.  However, in the case of a line of credit, each year in which an advance is 
made after October 28, 1992, counts toward the 5 additional years. 
 
Once determined eligible, a loan or line of credit may be approved for any authorized 
term. 
 
Example: A 5-year LOC may be approved on the last year an applicant is eligible and 

advances may be made for 5 years. 
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Par. 108 
108 General Eligibility Requirements for OL and FO (7 CFR 762.120) (Continued) 

 
M Determining Years of Eligibility for Guaranteed OL’s 
 
 *--Note: Enforcement of this subparagraph is suspended until December 31, 2010.--* 
 

Applicants are eligible to close guaranteed or direct OL's in 15 nonconsecutive years.  The 
following table summarizes the eligibility requirement based on the applicant’s status on 
October 28, 1992, and the number of years the applicant has received direct or guaranteed 
loans * * *. 
 

IF the applicant had… THEN they are eligible for… 
direct or guaranteed OL’s 
closed in 10 or more years on 
or before October 28, 1992 

5 years of guaranteed OL closing after October 28, 1992. 
 
5 years - __________________ = _________________ 
               (# years loan closed         (# years  remaining) 
            *--after 10/28/92 or 
                 advances made on 
                 LOC) 

fewer than 10 years of direct 
or guaranteed OL’s closed on 
or before October 28, 1992 

15 years of guaranteed OL. 
 
15 years - _________________ = _________________ 
                 (# years loan closed       (# years remaining) 
                  or advances made 
                  on LOC)--* 

 
Note: Before October 28, 1992, only the year in which the loan was closed is counted.  

Subsequent year advances on LOC's closed before October 28, 1992, do not count as 
an additional year of eligibility.  However, after October 28, 1992, subsequent 
advances on LOC's are counted as a year of eligibility used. 

 
N Operator Requirement 

 
A loan application should be submitted in the name of the actual operator of the farm.  This 
should be consistent with any representations previously made by the applicant for farm 
program benefits. 

 
 *--If inconsistencies in the structure of the farming operation are identified, the application will 

be considered incomplete and the lender will be informed according to paragraph 97.  The 
inconsistencies must be resolved before the application being considered complete.--* 
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Par. 109 
109 Specific Requirements for OL’s (7 CFR 762.120(i)) 
 

A Operator Requirement 
 

For Operating Loans, the individual or entity applicant must be an operator of not 
larger than a family farm after the loan is closed. 

 
When determining whether or not the farm meets the family farm definition, the authorized 
agency official shall: 

 
• analyze all the factors that make up the regulatory definition of family farm and the items 

discussed in the following table 
 

• look at all aspects and the circumstances of the farm operations. 
 

Note: Consider and analyze these factors and how they relate to each another. 
 

Application of judgment, combined with documentation of all the factors for the decision, 
should provide reasonable determinations of an applicant’s qualifications as a family farm. 

 
Item Factor Consideration 

1 Recognized in 
the community 
as a farm 

Consider how the applicant’s farm operation compares to similar 
farm operations in the community.  In most areas of the country 
and in most farming enterprises, the family will provide most of 
the day-to-day labor on a family farm.  An exception may be 
made for enterprises that produce high-value, labor-intensive 
crops, such as fruit or vegetables. 

2 Management 
and control of 
the farm 
business 

All of the day-to-day management and operational decisions 
should be made by members of the farm family.  The use of 
consultants, advisors, and similar experts is certainly acceptable 
provided someone in the farm family is the decision maker. 

3 Amount of 
labor 

A substantial amount of the full-time labor required must be 
contributed by family or entity members to the operation.  The 
use of seasonally hired labor should not be precluded.  The 
borrower may not necessarily perform a majority of the labor, but 
the amount of labor provided by the borrower is significant.  One 
distinguishing characteristic of a family farm is that the family 
members provide both physical labor and management for the 
farm.  Consider the labor requirements that are necessary for the 
production of specific high-value, labor-intensive crops. 
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Par. 122 
122 OL Purposes (7 CFR 762.121(a)) (Continued) 
 

E Refinancing 
 

OL notes may be used to refinance existing debts when the refinancing activity will benefit 
the farming entity and the original loans were for approved OL purposes. 

 
When the guaranteed loan is to be used to refinance an unguaranteed debt that the lender has 
with the applicant, the authorized agency official must evaluate whether the terms of the 
proposed loan will improve the applicant’s cash flow and likelihood of success. 

 
F LOC Purposes 

 
Loan funds under a line of credit may be advanced only for the following purposes: 

 
• payment of annual operating expenses, family subsistence, and purchase of feeder 

animals 
 

Note: Annual operating expenses include those expenses related to operations with 
normal production cycles exceeding 12 months, such as some aquaculture and 
tree crops. 

 
• payment of current annual operating debts advanced for the current operating 

cycle; under no circumstances can carry-over operating debts from a previous 
operating cycle be refinanced 

 
• purchase of routine capital assets, such as replacement of livestock, that will be 

repaid within the operating cycle 
 

Note: Only routine, annually recurring capital purchases may be included under LOC.  
These purchases must be scheduled for repayment within the operating cycle. 

 
Example: Operations that normally replace a certain portion of their breeding 

livestock each year may include these purchases under LOC. 
 

• payment of scheduled, non-delinquent term debt payments provided the debt is for 
authorized FO or OL purposes 

 
• purchase of cooperative stock for credit, production, processing, or marketing 

purposes 
 

• payment of loan closing costs. 
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Par. 123 
123 FO Purposes (7 CFR 762.121(b)) 
 

A General FO Purposes 
 

The authorized agency official shall review loan applications to ensure that FO funds are 
used for approved purposes. 

 
B FO Purposes 

 
Guaranteed FO’s are authorized only to: 

 
• acquire or enlarge a farm 

 
Examples: Examples include, but are not limited to: 

 
• providing down payments 

 
• purchasing easements for the applicant’s portion of land being 

subdivided 
 

•*--participating in the Downpayment Loan program under--* 
7 CFR Part 764 of this chapter (3-FLP). 

 
Note: Land acquired with FO funds must be intended for production of agricultural 

commodities, used as the headquarters of the farming operation, used as the 
primary residence of the farm owner or manager, or used to store, repair, or 
process farm equipment, commodities, or livestock. 
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Par. 136 
136 Charges and Fees (7 CFR 762.124(e)) 
 

A Loan Fees 
 

The lender may charge the applicant and borrower fees for the loan provided they are 
no greater than those charged to nonguaranteed customers for similar transactions.  
Similar transactions are those involving the same type of loan requested (for example, 
operating loans or farm real estate loans). 

 
Lenders may not charge a loan origination and servicing fee greater than one percent of 
the loan amount for the life of the loan when a guaranteed loan is made in conjunction 

 *--with a down payment FO under 7 CFR Part 764 of this chapter (3-FLP, Part 7, 
Section 2).--* 
 
FSA may request that the lender provide evidence supporting the amount of their loan fees. 

 
B Late Payment Charges 

 
Late payment charges (including default interest charges) are not covered by the 
guarantee.  These charges may not be added to the principal and interest due under any 
guaranteed note or line of credit.  However, late payment charges may be made outside 
of the guarantee if they are routinely made by the lender in similar types of loan 
transactions. 

 
Late payment fees and prepayment penalties may be charged on guaranteed loans, if they are 
routinely charged by the lender on similar loans.  Late payment charges, including interest on 
late payments, may be charged and collected from borrowers in cases of default when the 
borrower pays the account current or the loan is paid in full.  However, late payment charges 
and prepayment penalties are not covered by the guarantee and will not be paid by the 
government in the case of a loss.  Ledgers that are provided to support the principal and 
interest included on FSA-2254 should not include default interest or late charges. 

 
C Guarantee Fee 

 
 *--A guarantee fee will be charged on all loans according to subparagraph 247 A.--* 

 
   * * * 
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Par. 196 
196 Exception to Standard Guarantee Limits (7 CFR 762.129) (Continued) 
 

A Exceptions (Continued) 
 

• when the purpose of an FO loan guarantee is to participate in the down payment 
loan program 

 
• when a guaranteed OL is made to a farmer who is participating in the Agency’s 

down payment loan program 
 

Notes: The guaranteed OL must be made during the period that a borrower has the 
down payment loan outstanding. 

 
 *--The downpayment loan program refers only to FO made under 3-FLP, Part 7, 

Section 2.  Applicants meeting only the definition of beginning or socially 
disadvantaged farmer will not qualify for a 95 percent guarantee.--* 

 
• loans made under a State beginning farmer program where a memorandum of 

understanding between the State and USDA has been signed 
 

• when a guaranteed OL is made to a farmer who farms land subject to the 
jurisdiction of an Indian tribe and whose loan is secured by 1 or more security 
instruments that are subject to the jurisdiction on an Indian tribe. 

 
197-207 (Reserved) 
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Par. 244 
Part 10    Processing Approvals and Issuing the Guarantee 

 
244 Loan Approval (7 CFR 762.122) 
 

A Loan Limits 
 

FSA will not guarantee any loan that would result in the applicant’s total indebtedness 
exceeding the limits established in 7 CFR 761.8 (a) (1-FLP, paragraph 129). 
 
The maximum FO or OL levels outlined in this subparagraph include the guaranteed loan 
being made plus any outstanding direct or guaranteed principal balances, as indicated, owed 
by anyone who will sign the promissory note. 

 
The total outstanding combined guaranteed FO, SW, and OL principal balance cannot exceed 
$949,000. 

 
The total outstanding direct and guaranteed FO and SW principal balance cannot exceed 
$949,000. 

 
The total outstanding direct and guaranteed OL principal balance cannot exceed $949,000. 

 
The total combined outstanding direct and guaranteed FO, SW, and OL balance cannot  

 *--exceed $1,249,000. 
 

The total combined outstanding direct and guaranteed FO, SW, OL, and EM balance cannot 
exceed $1,749,000.--* 

 
Note: The dollar limit of guaranteed loans is adjusted annually based on the percentage 

change in the Prices Paid by Farmers Index, as compiled by USDA. 
 

FSA personnel should see 1-FLP for information on loan approval authorities. 
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Par. 244 
244 Loan Approval (Continued) 
 

B Submitting FSA-2231 to the Loan Approval Official 
 

When the loan exceeds the authorized agency official’s approval authority, the authorized 
agency official should send the approval official any information the approval official needs 
to evaluate the loan request, including the following: 

 
• a completed FSA-2231 
 
• GLS Loan Approval Screens  
 
• Application for Guarantee for SEL and CLP applicants or Preferred Lender Application 

for PLP applicants 
 
• Conditional Commitment with recommended changes 
 
• the balance sheet and cash flow statement (for SEL applicants) 
 
• the loan narrative 
 
• any other information the approval official requests. 

 
Once the loan approval official executes FSA-2231, the authorized agency official may then 
proceed to execute all other loan-related documents, unless otherwise specified by the loan 
approval official. 

 
C Lender Notification of Authorized Agency Official Decision 

 
The lender and applicant should be informed of the approval decision in writing. 

 
• If the application is approved and funds are available, the authorized agency official shall 

prepare a letter to the lender (subparagraph D), with a copy to the applicant, and a 
Conditional Commitment, and proceed to paragraph 245. 

 
• If the application is approved and funds are not available, the authorized agency official 

shall prepare a letter (subparagraph E) to the lender with a copy to the applicant, 
informing them the loan is approved, subject to the allocation of funding.  This letter 
should inform the lender that funding is being requested and the loan should not be 
closed until they receive the Conditional Commitment, agree to the conditions, and 
execute the document. 

 
• If the application is rejected, the authorized agency official shall prepare a letter to the 

applicant with a copy to the lender informing them the loan is rejected, the reasons for 
rejection, and their right to appeal the decision as outlined in 1-APP. 
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Par. 247 
247 Actions Before Issuing the Loan Guarantee (7 CFR 762.130) (Continued) 
 

A Lender’s Actions (Continued) 
 

• when required, personal, joint operation, partnership, or corporate 
guarantees have been obtained 

 
• liens have been perfected and priorities are consistent with requirements 

of the conditional commitment 
 

• loan proceeds have been, or will be disbursed for purposes and in 
amounts consistent with the conditional commitment and as specified on 
the loan application 

 
Note: In line of credit cases, if any advances have occurred, advances 

have been disbursed for purposes and in amounts consistent with 
the conditional commitment and line of credit agreements. 

 
• there has been no material adverse change in the borrower’s condition, 

financial or otherwise, since submission of the application 
 

• all other requirements specified in the conditional commitment have been 
met. 

 
• FSA-2236 

 
Note: The lender must complete an Agency closing report form and return it to the 

Agency. 
 

• a completed Application for Guarantee or Preferred Lender Application with appropriate 
signatures if the lender submitted the application electronically without all required 
signatures 
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Par. 247 
247 Actions Before Issuing the Loan Guarantee (7 CFR 762.130) (Continued) 
 

A Lender’s Actions (Continued) 
 

• an acceptable appraisal from SEL’s, if the guarantee was approved, subject to an 
appraisal 

 
Note: SEL’s should be encouraged to submit this appraisal to FSA before loan closing 

to ensure compliance with FSA requirements. 
 

• Lenders Agreement 
 

Note: The lender must execute the Agency’s lender’s agreement and deliver it to 
the Agency.  If a current Lenders Agreement is not on file with FSA, then 1 must 
be executed before issuing the Loan Guarantee. 

 
• guarantee fee 

 
Notes: A guarantee fee will be charged on all loans unless otherwise stated in this 

paragraph.  Guarantee fees are 1 percent and are calculated as follows: 
 

Fee = Loan Amount x % Guaranteed x .01. 
 

The nonrefundable fee is paid to the Agency by the lender.  The fee may be 
passed on to the borrower and included in loan funds. 

 
The following guaranteed loan transactions are not charged a fee: 
 
• loans involving interest assistance 

 
• loans where a majority of the funds are used to refinance an Agency 

direct loan 
 

• loans to * * * farmers involved in the direct * * * downpayment program 
 

 *--Note: Only applicants who meet the requirements of the beginning or 
socially disadvantaged farmer, and are participating in the direct 
downpayment loan program under 3-FLP, Part 7, Section 2, will 
qualify for a waiver of the fee.  Applicants meeting only the definition 
of beginning or socially disadvantaged farmer will not qualify for the 
waiver.--* 

 
• loans made under a State beginning farmer program where a memorandum of 

understanding between the State and USDA has been signed. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Basic Security 
 

Basic security is all farm machinery, equipment, vehicles, foundation and breeding 
livestock herds and flocks, including replacements, and real estate that serves as security 
for a loan made or guaranteed by the Agency.  With respect to livestock herds and flocks, 
animals that are sold as a result of the normal culling process are typically treated as normal 
income security unless the borrower does not have replacements that will keep the numbers and 
production up to planned levels. However, if the borrower plans to make a significant reduction 
in the foundation livestock herd or flock, the animals that are sold in making this reduction will 
be considered basic security. 

 
Beginning Farmer 

 
Beginning farmer is an individual or entity who: 
 
(1)  Meets the loan eligibility requirements for a direct or guaranteed OL or FO loan, as 
applicable; 
 
(2)  Has not operated a farm for more than 10 years.  This requirement applies to all 
members of an entity; 
 
(3)  Will materially and substantially participate in the operation of the farm: 
(i)  In the case of a loan made to an individual, individually or with the family members, 
material and substantial participation requires that the individual provide substantial day-
to-day labor and management of the farm, consistent with the practices in the county or 
State where the farm is located. 
 
(ii)  In the case of a loan made to an entity, all members must materially and substantially 
participate in the operation of the farm.  Material and substantial participation requires 
that the member provide some amount of the management, or labor and management 
necessary for day-to-day activities, such that if the individual did not provide these inputs, 
operation of the farm would be seriously impaired; 
 
(4)  Agrees to participate in any loan assessment and borrower training required by 
Agency regulations; 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Beginning Farmer (Continued) 
 

(5)  Except for an OL applicant, does not own real farm property or who, directly or 
through interests in family farm entities owns real farm property, the aggregate acreage of  

  *--which does not exceed 30 percent of the median acreage of the farms in the county--* 
where the property is located.  If the farm is located in more than one county, the median 
farm acreage of the county where the applicant’s residence is located will be used in the 
calculation.  If the applicant’s residence is not located on the farm or if the applicant is an 
entity, the median farm acreage of the county where the major portion of the farm is 
located will be used.  The median county farm acreage will be determined from the most 
recent Census of Agriculture; 
 
(6)  Demonstrates that the available resources of the applicant and spouse (if any) are not 
sufficient to enable the applicant to enter or continue farming on a viable scale; and 
 
(7)  In the case of an entity: 
 

(i)  All the members are related by blood or marriage; and 
(ii) All the members are beginning farmers. 

 
* * * 
 
Borrower (or Debtor) 

 
Borrower (or debtor) is an individual or entity that has an outstanding obligation to the 
Agency or to a lender under any direct or guaranteed FLP loan, without regard to whether 
the loan has been accelerated.  The term “borrower” includes all parties liable for such 
obligation, including collection-only borrowers, except for debtors whose total loans and 
accounts have been voluntarily or involuntarily foreclosed, sold, or conveyed, or who have 
been discharged of all such obligations owed to the Agency or guaranteed lender. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Default 
 

Default is the failure of a borrower to observe any agreement with the Agency, or the 
lender in the case of a guaranteed loan, as contained in promissory notes, security 
instruments, and similar or related instruments. 

 
Deferral 

 
Deferral is a postponement of the payment of interest or principal, or both. 

 
Delinquent Borrower 

 
Delinquent borrower, for loan servicing purposes, is a borrower who has failed to make all 
scheduled payments by the due date. 
 

Direct Loan 
 

Direct loan is a loan funded and serviced by the Agency as the lender. 
 

Disaster 
 

Disaster is an event of unusual and adverse weather conditions or other natural 
phenomena, or quarantine, that has substantially affected the production of agricultural 
commodities by causing physical property or production losses in a county, or similar 
political subdivision, that triggered the inclusion of such county or political subdivision in 
the disaster area as designated by the Agency. 
 

Disaster Area 
 
Disaster area is the county or counties declared or designated as a disaster area for EM 
loan assistance as a result of disaster related losses.  This area includes counties contiguous 
to those counties declared or designated as disaster areas. 
 

Disaster Yield 
 
Disaster yield is the per-acre yield of an agricultural commodity for the operation during 
the production cycle when the disaster occurred. 
 

 *--Downpayment Loan 
 
Downpayment loan is a type of FO direct loan made to eligible applicants to finance a 
portion of a real estate purchase under part 764, subpart E of this chapter.--* 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Due Diligence 
 
Due Diligence (762.128) is the process of evaluating real estate in the context of a real estate 
transaction to determine the presence of contamination from release of hazardous 
substances, petroleum products, or other environmental hazards and determining what 
effect, if any, the contamination has on the security value of the property. 

 
Economic Emergency Loan 

 
Economic Emergency loan is a loan that was made or guaranteed to an eligible applicant to 
allow for continuation of the operation during an economic emergency which was caused 
by a lack of agricultural credit or an unfavorable relationship between production costs 
and prices received for agricultural commodities.  EE loans are not currently funded; 
however, such outstanding loans are serviced by the Agency or the lender in the case of a 
guaranteed EE loan. 
 

Emergency Loan 
 
Emergency loan is a loan made to eligible applicants who have incurred substantial 
financial losses from a disaster. 

 
Entity 

 
Entity is a corporation, partnership, joint operation, cooperative, limited liability company 
or trust. 

 
False Information 

 
False information is information provided by an applicant, borrower or other source to the 
Agency that the applicant or borrower knows to be incorrect. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
7-30-08         2-FLP (Rev. 1) Amend. 4 Page 10 



Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Family Farm 
 

Family farm is a farm that: 
 
(1)  Produces agricultural commodities for sale in sufficient quantities so that it is 
recognized as a farm rather than a rural residence; 
 
(2)  Has both physical labor and management provided as follows: 
 
(i)  The majority of day-to-day, operational decisions, and all strategic management 
decisions are made by: 
 
(A)  The borrower and persons who are either related to the borrower by blood or 
marriage, or are a relative, for an individual borrower; or 
 
(B)  The members responsible for operating the farm, in the case of an entity. 
 
(ii)  A substantial amount of labor to operate the farm is provided by: 
 
(A)  The borrower and persons who are either related to the borrower by blood or 
marriage, or are a relative, for an individual borrower; or 
 
(B)  The members responsible for operating the farm, in the case of an entity. 
 
(3)  May use full-time hired labor in amounts only to supplement family labor. 
 
(4)  May use reasonable amounts of temporary labor for seasonal peak workload periods or 
intermittently for labor intensive activities. 

 
Family Living Expenses 

 
Family living expenses are the costs of providing for the needs of family members and those 
for whom the borrower has a financial obligation, such as alimony, child support, and care 
expenses of an elderly parent. 

 
Family Members 

 
Family members are the immediate members of the family residing in the same household 
with the borrower. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Farm 
 

Farm is a tract or tracts of land, improvements, and other appurtenances that are used or 
will be used in the production of crops, livestock, or aquaculture products for sale in 
sufficient quantities so that the property is recognized as a farm rather than a rural 
residence.  The term “farm” also includes the term “ranch.”  It may also include land and 
improvements and facilities used in a non-eligible enterprise or the residence which, 
although physically separate from the farm acreage, is ordinarily treated as part of the 
farm in the local community. 

 
Farmer 

 
Farmer is an individual, corporation, partnership, joint operation, cooperative, trust, or 
limited liability company that is the operator of a farm. 
 

Farm Income 
 
Farm income is the proceeds from the sale of agricultural commodities that are normally 
sold annually during the regular course of business, such as crops, feeder livestock, and 
other farm products. 
 

Farm Loan Programs 
 
Farm Loan Programs are Agency programs to make, guarantee, and service loans to 
family farmers authorized under the Act or Agency regulations. 
 

Farm Ownership Loan 
 
Farm Ownership loan is a loan made to eligible applicants to purchase, enlarge, or make 
capital improvements to family farms, or to promote soil and water conservation and 
protection.  It also includes the direct * * * downpayment loan. 
 

Farm Program Payments 
 
Farm Program payments are benefits received from FSA for any commodity, disaster, or 
cost share program. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 

Security 
 

Security is property or right of any kind that is subject to a real or personal property lien.  
Any reference to “collateral” or “security property” will be considered a reference to the 
term “security.” 

 
Security Instrument 

 
Security instrument includes any document giving the Agency or lender a security interest 
on real or personal property. 
 

Security Value 
 
Security value is the market value of real estate or chattel property (less the value of any 
prior liens) used as security for an Agency or lender’s loan. 

 
Shared Appreciation Agreement 

 
Shared Appreciation Agreement is an agreement between the Agency, or a lender in the 
case of a guaranteed loan, and a borrower on the appropriate Agency form that requires 
the borrower who has received a writedown on a direct or guaranteed loan to repay the 
Agency or the lender some or all of the writedown received, based on a percentage of any 
increase in the value of the real estate securing an SAA at a future date. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (7 CFR 761.2(b)) (Continued) 
 
 *--Socially Disadvantaged Applicant or Farmer 
 

Socially disadvantaged applicant or farmer is an individual or entity who is a member of--* 
a socially disadvantaged group.  For entity applicants, the majority interest must be held 
by socially disadvantaged individuals.  For married couples, the socially disadvantaged 
individual must have at least 50 percent ownership in the farm business and make most of 
the management decisions, contribute a significant amount of labor, and generally be 
recognized as the operator of the farm. 

 
Socially Disadvantaged Group 

 
Socially disadvantaged group is a group whose members have been subject to racial, 
ethnic, or gender prejudice because of their identity as members of a group without regard 
to their individual qualities.  These groups consist of: American Indians or Alaskan 
Natives, Asians, Blacks or African Americans, Native Hawaiians or other Pacific Islanders, 
Hispanics, and women. 

 
Soil and Water Loan 

 
Soil and Water loan is a loan that was made to an eligible applicant to encourage and 
facilitate the improvement, protection, and proper use of farmland by providing financing 
for soil conservation, water development, conservation, and use; forestation; drainage of 
farmland; the establishment and improvement of permanent pasture; pollution abatement 
and control; and other related measures consistent with all Federal, State and local 
environmental standards.  SW loans are no longer funded, however, such outstanding loans 
are serviced by the Agency. 
 

State Beginning Farmer Program 
 
State Beginning Farmer Program is any program that is carried out by, or under contract to, a 
State and designed to assist persons in obtaining the financial assistance necessary to establish a 
new or maintain a recently established farming operation.  
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