How FSA Can Help Finance Your Proposal
FSA has 2 different types of loan programs available to help beginning and family farmers.  Both of them are intended to allow credit-worthy applicants to obtain loans that are outside of normal bank standards.
The first type of loan is a Direct Loan.  This is the type of loan that most beginning farmers, who’ve farmed for less than 10 years, start with.

A direct loan is just that, it’s a loan directly from FSA.  You’ll meet directly with an FSA loan officer who will work with you from the time you apply for a loan until you pay it off.

A direct operating loan can be used to purchase livestock, equipment, crop inputs, supplies, or refinance debt.  A direct real estate loan can be used to purchase land, or construct buildings.  Both operating and real estate loans are limited to $200,000 each.

Direct loans generally have a lower interest rate and longer repayment term than conventional loans.  That’s to help get you started and established in the early years.
In order to get a direct loan, you should prepare your farm business plan first, then meet with an FSA loan officer.  
You must have good credit history, and experience or education in what you want to do.  Your plan must show that you can repay the loan, at least on a dollar for dollar basis.  Although you don’t necessarily need a down payment for most loans, understand that FSA will not finance more than the value of what you intend to buy.  In addition, if you don’t have a lot of capital to contribute yourself, you may find it difficult to recover from setbacks.
Generally, FSA direct loans have more conditions than conventional loans and you must keep detailed records of the collateral and of your finances.

To get started with an FSA direct loan, contact your local FSA office.

The second type loan is an FSA-guaranteed loan.  This is the type of loan that most people move to after having a direct loan, and what operators who are modernizing their operations receive.

The FSA guaranteed loan is a loan made by your local bank, credit union, or farm credit association.  You meet and work directly with them throughout the process.  If they feel that they need a guarantee from FSA because you don’t have the normal collateral, capacity, or capital requirements, they’ll come to FSA and request the guarantee.  The guarantee acts like a co-signor on the loan, kind  of a backing, that reduces the risk to the lender.  The interest rate and repayment terms are negotiated between you and the lender.  In some instances, FSA can pay 4 percentage points of your interest rate.
Like direct loans, guaranteed loans can be used to buy personal property and real estate.  Sometimes, your lender may offer you a line of credit that will help finance operating needs.  The amount of money that you can borrow is much higher than direct loans, and the amount changes every year.  For the most part, these loans provide more flexibility and are suited to those who’ve been in business for several years, although it’s common for some people to have both direct and guaranteed loans.
You must have a good credit history and meet your lender’s criteria for character.  You must also have a business plan that shows that you can meet all of your loan payments.  Most lenders want to see you have a margin of 10-25%, kind of a cushion in the cash flow in case things don’t work out as planned.   Most lenders also want you to have contributed some capital of your own to the operation and have a loan-to-value of less than 100%, most of the time less than 80%.  To get started with a guaranteed loan, contact your local lender, or an FSA office if you need help finding one.
Both FSA direct and guaranteed loans are designed to help you finance your project.  Contact us to find out more.
