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Using FSA Direct Farm Ownership Loans 
for Construction 
The USDA Farm Service Agency’s (FSA) Direct Farm Ownership 
loans are a resource to help farmers and ranchers become owner-
operators of family farms, improve and expand current operations, 
increase agricultural productivity, and assist with land tenure to 
save farmland for future generations.  

Depending on the applicant’s needs, there are three types of Direct 
Farm Ownership Loans: regular, down payment and joint financing. 
FSA also offers a Direct Farm Ownership Microloan option for 
smaller financial needs up to $50,000.  

Amongst other purposes, Direct Farm Ownership Loans can be 
used to construct, purchase or improve farm dwellings, service 
buildings or other facilities and improvements essential to an 
operation.  

To do this, applicants must provide FSA with an estimate of the 
total cost of all planned development that completely describe the 
work, prior to loan approval and must show proof of sufficient funds 
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to pay for the total cost of all planned development at or before loan 
closing. In some instances, applicants may be asked to provide 
certified plans, specifications or contract documents. The applicant 
cannot incur any debts for materials or labor or make any 
expenditures for development purposes prior to loan closing with 
the expectation of being reimbursed from FSA funds. 

Construction and development work may be performed either by 
the contract method or the borrower method. Under the contract 
method, construction and development contractors perform work 
according to a written contract with the applicant or borrower.  An 
applicant for a direct loan to finance a construction project must 
obtain a surety bond that guarantees both payment and 
performance in the amount of the construction contract from a 
construction contractor.  

A surety bond is required when a contract exceeds $100,000, an 
authorized agency official determines that a surety bond appears 
advisable to protect the borrower against default of the contractor 
or a contract provides for partial payments in excess of the amount 
of 60 percent of the value of the work in place. 

Under the borrower method, the applicant or borrower will perform 
the construction and development work. The borrower method may 
only be used when the authorized agency official determines, 
based on information from the applicant, that the applicant 
possesses or arranges to obtain the necessary skill and managerial 
ability to complete the work satisfactorily and that such work will not 
interfere with the applicant’s farming operation or work schedule. 

For more eligibility requirements and information about FSA Loan 
programs, contact your local FSA office or visit www.fsa.usda.gov. 
To find your local FSA office, visit http://offices.usda.gov. 

 

Emergency Disaster Declarations and 
Designations 
Farmers and ranchers know all too well that natural disasters can 
be a common, and likely a costly, variable to their operation. The 
Farm Service Agency (FSA) has emergency assistance programs 
to provide assistance when disasters strike, and for some of those 
programs, a disaster designation may be the eligibility trigger. 
When natural disaster occurs, there is a process for requesting a 
USDA Secretarial disaster designation for a county. Agricultural 
producers can play a vital role in this process. 

If you have experienced a production loss as a result of a natural 
disaster you may submit a request to your local FSA county office 
for your county to be evaluated for a Secretarial disaster 
designation. Once a request is received, the county office will 
collect disaster data and create a Loss Assessment Report. The 
County Emergency Board will review the Loss Assessment Report 
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and determine if a recommendation is sent forward to the U.S. 
Secretary of Agriculture for the designation. 

For more information on FSA disaster programs and disaster 
designations, visit www.fsa.usda.gov/disaster. 

 

 

Farm Reconstitutions 
When changes in farm ownership or operation take place, a farm reconstitution is necessary. The 
reconstitution — or recon — is the process of combining or dividing farms or tracts of land based on 
the farming operation.  

To be effective for the current Fiscal Year (FY), farm combinations and farm divisions must be 
requested by August 1 of the FY for farms subject to the Agriculture Risk Coverage (ARC) and 
Price Loss Coverage (PLC) program.  A reconstitution is considered to be requested when all: 

• of the required signatures are on FSA-155 
• other applicable documentation, such as proof of ownership, is submitted. 

Total Conservation Reserve Program (CRP) and non-ARC/PLC farms may be reconstituted at any 
time.  

The following are the different methods used when doing a farm recon:  

Estate Method — the division of bases, allotments and quotas for a parent farm among heirs in 
settling an estate; 

Designation of Landowner Method — may be used when (1) part of a farm is sold or ownership is 
transferred; (2) an entire farm is sold to two or more persons; (3) farm ownership is transferred to 
two or more persons; (4) part of a tract is sold or ownership is transferred; (5) a tract is sold to two 
or more persons; or (6) tract ownership is transferred to two or more persons. In order to use this 
method the land sold must have been owned for at least three years, or a waiver granted, and the 
buyer and seller must sign a Memorandum of Understanding; 

DCP Cropland Method — the division of bases in the same proportion that the DCP cropland for 
each resulting tract relates to the DCP cropland on the parent tract; 

Default Method — the division of bases for a parent farm with each tract maintaining the bases 
attributed to the tract level when the reconstitution is initiated in the system. 

 

Loans for Targeted Underserved Producers 
FSA has a number of loan programs available to assist applicants to begin or continue in agriculture 
production. Loans are available for operating type loans and/or to purchase or improve farms or 
ranches.   

While all qualified producers are eligible to apply for these loan programs, FSA has provided priority 
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funding for members of targeted underserved applicants.   

A targeted underserved applicant is one of a group whose members have been subjected to racial, 
ethnic or gender prejudice because of his or her identity as members of the group without regard to 
his or her individual qualities.   

For purposes of this program, targeted underserved groups are women, African Americans, 
American Indians, Alaskan Natives, Hispanics, Asian Americans and Pacific Islanders. 

FSA loans are only available to applicants who meet all the eligibility requirements and are unable 
to obtain the needed credit elsewhere. 

 

Payment Limitations by Program 
The 2014 Farm Bill established a maximum dollar amount for each program that can be received 
annually, directly or indirectly, by each person or legal entity. Payment limitations vary by program 
for 2014 through 2018.  

Below is an overview of payment limitations by program.  

Commodity and Price Support Programs 
The annual limitation for the Agriculture Risk Coverage (ARC) and Price Loss Coverage (PLC) 
programs, Loan Deficiency Payments (LDPs) and Market Loan Gains is $125,000 total.  

Conservation Programs 
The Conservation Reserve Program (CRP) annual rental payment and incentive payment is limited 
to $50,000. CRP contracts approved before Oct. 1, 2008, may exceed the limitation, subject to 
payment limitation rules in effect on the date of contract approval.  

The Emergency Conservation Program (ECP) has an annual limit of $200,000 per disaster event. 
The Emergency Forest Restoration Program (EFRP) has an annual limit of $500,000 per disaster 
event.  

Disaster Assistance Programs 
The annual limitation of $125,000 applies to the Emergency Assistance for Livestock, Honeybees 
and Farm-Raised Fish Program (ELAP), Livestock Forage Disaster Program (LFP) and Livestock 
Indemnity Program (LIP). The total payments received under ELAP, LFP and LIP may not exceed 
$125,000. A separate limitation of $125,000 applies to Tree Assistance Program (TAP) payments. 
There is also a separate $125,000 payment limit for the Noninsured Crop Disaster Assistance 
Program (NAP). 

Payment limitations also apply to Natural Resources Conservation Service (NRCS) programs. 
Contact your local NRCS office more information.  

For more information on FSA payment limitations by program, visit 
https://www.fsa.usda.gov/Assets/USDA-FSA-
Public/usdafiles/FactSheets/2015/payment_eligibility_payment_limitations.pdf.  
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Payments to Deceased Producers 
In order to claim a Farm Service Agency (FSA) payment on behalf of a deceased producer, all 
program conditions for the payment must have been met before the applicable producer’s date of 
death.  

If a producer earned a FSA payment prior to becoming deceased, the following is the order of 
precedence of the representatives of the producer: 

• administrator or executor of the estate 
• the surviving spouse 
• surviving sons and daughters, including adopted children 
• surviving father and mother 
• surviving brothers and sisters 
• heirs of the deceased person who would be entitled to payment according to the State law 

In order for FSA to release the payment, the legal representative of the deceased producer must file 
a form FSA-325, to claim the payment for themselves or an estate. The county office will verify and 
determine that the application, contract, loan agreement, or other similar form requesting payment 
issuance, was signed by the applicable deadline for such form, by the deceased or a person legally 
authorized to act on their behalf at that time of application. 

If the application, contract or loan agreement form was signed by someone other than the 
participant who is deceased, FSA will determine whether the person submitting the form has the 
legal authority to submit the form to compel FSA to pay the deceased participant.  

Payments will be issued to the respective representative’s name using the deceased program 
participant’s tax identification number. Payments made to representatives are subject to offset 
regulations for debts owed by the deceased.  

FSA is not responsible for advising persons in obtaining legal advice on how to obtain program 
benefits that may be due to a participant who has died, disappeared or who has been declared 
incompetent.  

 
USDA is an equal opportunity provider, employer and lender. To file a complaint of discrimination, 
write: USDA, Office of the Assistant Secretary for Civil Rights, Office of Adjudication, 1400 
Independence Ave., SW, Washington, DC 20250-9410 or call (866) 632-9992 (Toll-free Customer 
Service), (800) 877-8339 (Local or Federal relay), (866) 377-8642 (Relay voice users). 
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