
Page 1105 TITLE 7—AGRICULTURE § 1941

(B) be offered the opportunity to borrow 
sufficient funds to cover costs associated 
with the succession plan under subparagraph 
(A) and other associated legal and closing 
costs. 

(f) Report 

Not later than 1 year after December 20, 2018, 
the Secretary shall submit to the Committee on 
Agriculture of the House of Representatives and 
the Committee on Agriculture, Nutrition, and 
Forestry of the Senate a report describing the 
operation and outcomes of the program under 
this section, with recommendations on how to 
strengthen the program. 

(g) Authorization of appropriations 

There is authorized to be appropriated to 
carry out this section $10,000,000 for each of fis-
cal years 2019 through 2023. 

(Pub. L. 87–128, title III, § 310I, as added Pub. L. 
115–334, title V, § 5104, Dec. 20, 2018, 132 Stat. 
4669.)

SUBCHAPTER II—OPERATING LOANS 

§ 1941. Persons eligible for loans 

(a) In general 

(1) Eligibility requirements 

The Secretary may make and insure loans 
under this subchapter to farmers and ranchers 
in the United States, and to farm cooperatives 
and private domestic corporations, partner-
ships, joint operations, trusts, limited liabil-
ity companies, and such other legal entities as 
the Secretary considers appropriate, that are 
controlled by farmers and ranchers and en-
gaged primarily and directly in farming or 
ranching in the United States, subject to the 
conditions specified in this section. To be eli-
gible for such loans, applicants who are indi-
viduals, or, in the case of cooperatives, cor-
porations, partnerships, joint operations, 
trusts, limited liability companies, and such 
other legal entities, individuals holding a ma-
jority interest in such entity, must (A) be citi-
zens of the United States, (B) for direct loans 
only, have either training or farming experi-
ence that the Secretary determines is suffi-
cient to assure reasonable prospects of success 
in the proposed farming operations, taking 
into consideration all farming experience of 
the applicant, without regard to any lapse be-
tween farming experiences, (C) be or will be-
come operators of not larger than family 
farms (or in the case of cooperatives, corpora-
tions, partnerships, joint operations, trusts, 
limited liability companies, and such other 
legal entities in which a majority interest is 
held by individuals who are related by blood or 
marriage, as defined by the Secretary, such in-
dividuals must be or will become either own-
ers or operators of not larger than a family 
farm and at least one such individual must be 
or will become an operator of not larger than 
a family farm or, in the case of holders of the 
entire interest who are related by blood or 
marriage and all of whom are or will become 
farm operators, the ownership interest of each 
such holder separately constitutes not larger 

than a family farm, even if their interests col-
lectively constitute larger than a family farm, 
as defined by the Secretary), and (D) be unable 
to obtain sufficient credit elsewhere to finance 
their actual needs at reasonable rates and 
terms, taking into consideration prevailing 
private and cooperative rates and terms in the 
community in or near which the applicant re-
sides for loans for similar purposes and periods 
of time. In addition to the foregoing require-
ments of this subsection, in the case of cor-
porations, partnerships, joint operations, 
trusts, limited liability companies, and such 
other legal entities, the family farm require-
ment of subparagraph (C) of the preceding sen-
tence shall apply as well to the farm or farms 
in which the entity has an operator interest 
and the requirement of subparagraph (D) of 
the preceding sentence shall apply as well to 
the entity in the case of cooperatives, corpora-
tions, partnerships, joint operations, trusts, 
limited liability companies, and such other 
legal entities. 

(2) Special rule 

An entity that is an operator described in 
paragraph (1) that is owned, in whole or in 
part, by other entities, shall be considered to 
meet the direct ownership requirement im-
posed under paragraph (1) if at least 75 percent 
of the ownership interests of each embedded 
entity of the entity is owned directly or indi-
rectly by the individuals that own the family 
farm. 

(b) Rural youths in 4–H Clubs, Future Farmers of 
America, etc. 

(1) Loans may also be made under this sub-
chapter without regard to the requirements of 
clauses (2) and (3) of subsection (a) to youths to 
enable them to operate enterprises in connec-
tion with their participation in 4–H Clubs, Fu-
ture Farmers of America, and similar organiza-
tions. 

(2) A person receiving a loan under this sub-
section who executes a promissory note therefor 
shall thereby incur full personal liability for the 
indebtedness evidenced by such note in accord-
ance with its terms free of any disability of mi-
nority. 

(3) For loans under this subsection the Sec-
retary may accept the personal liability of a co-
signer of the promissory note in addition to the 
borrowers’ personal liability. 

(4) YOUTH ENTERPRISES NOT FARMING OR RANCH-
ING.—The operation of an enterprise by a youth 
under this subsection shall not be considered the 
operation of a farm or ranch under this chapter. 

(5) EQUITABLE CONSIDERATIONS FOR DEFAULT.—
(A) DEBT FORGIVENESS.—

(i) IN GENERAL.—The Secretary may, on a 
case-by-case basis, provide debt forgiveness 
to a borrower for a loan made under this 
subsection if the borrower was unable to 
timely repay the loan due to circumstances 
beyond the control of the borrower, as deter-
mined by the Secretary, including any nat-
ural disaster, act of terrorism, or other man-
made disaster that results in an inordinate 
level of damage or disruption severely af-
fecting the borrower. 

(ii) ELIGIBILITY FOR FUTURE LOANS.—Not-
withstanding any other provision of law, 



Page 1106TITLE 7—AGRICULTURE§ 1941

1 See References in Text note below. 

debt forgiveness provided under this sub-
paragraph shall not be used by any Federal 
agency in determining the eligibility of the 
borrower for any loan made or guaranteed 
by the agency.

(B) EDUCATION LOANS.—Notwithstanding any 
other provision of law, if a borrower becomes 
delinquent or is provided with debt forgiveness 
with respect to a youth loan made under this 
subsection, the borrower shall not become in-
eligible, as a result of the delinquency or debt 
forgiveness, to receive loans and loan guaran-
tees from the Federal Government to pay for 
education expenses of the borrower. 

(c) Direct loans 

(1) In general 

Subject to paragraphs (3) and (4), the Sec-
retary may make a direct loan under this sub-
chapter only to a farmer or rancher who—

(A) is a qualified beginning farmer or 
rancher; 

(B) has not received a previous direct oper-
ating loan made under this subchapter; or 

(C) has received a previous direct oper-
ating loan made under this subchapter dur-
ing 6 or fewer years. 

(2) Definition of direct operating loan 

In this subsection, the term ‘‘direct oper-
ating loan’’ does not include—

(A) a loan made to a youth under sub-
section (b); or 

(B) a microloan made to a beginning farm-
er or rancher or a veteran farmer or rancher 
(as defined in section 2279(e) 1 of this title). 

(3) Transition rule 

If, as of April 4, 1996, a farmer or rancher has 
received a direct operating loan under this 
subchapter during each of 4 or more previous 
years, the borrower shall be eligible to receive 
a direct operating loan under this subchapter 
during 3 additional years after April 4, 1996. 

(4) Waivers 

(A) Farm and ranch operations on tribal 
lands 

The Secretary shall waive the limitation 
under paragraph (1)(C) or (3) for a direct loan 
made under this subchapter to a farmer or 
rancher whose farm or ranch land is subject 
to the jurisdiction of an Indian tribe and 
whose loan is secured by 1 or more security 
instruments that are subject to the jurisdic-
tion of an Indian tribe if the Secretary de-
termines that commercial credit is not gen-
erally available for such farm or ranch oper-
ations. 

(B) Other farm and ranch operations 

On a case-by-case determination not sub-
ject to administrative appeal, the Secretary 
may grant a borrower a waiver, 1 time only 
for a period of 2 years, of the limitation 
under paragraph (1)(C) or (3) for a direct op-
erating loan if the borrower demonstrates to 
the satisfaction of the Secretary that—

(i) the borrower has a viable farm or 
ranch operation; 

(ii) the borrower applied for commercial 
credit from at least 2 commercial lenders; 

(iii) the borrower was unable to obtain a 
commercial loan (including a loan guaran-
teed by the Secretary); and 

(iv) the borrower successfully has com-
pleted, or will complete within 1 year, bor-
rower training under section 2006a of this 
title (from which requirement the Sec-
retary shall not grant a waiver under sec-
tion 2006a(f) of this title). 

(5) Annual report on term limits on direct op-
erating loans 

(A) In general 

The Secretary shall prepare a report annu-
ally that describes—

(i) the status of the direct operating loan 
program of the Department of Agriculture; 
and 

(ii) the impact of term limits on direct 
loan borrowers. 

(B) Demographic information 

(i) In general 

The report shall provide a demographic 
breakdown, on a State-by-State basis, of—

(I) all direct loan borrowers; and 
(II) borrowers that have reached the 

eligibility limit for direct lending pro-
grams during the previous calendar year. 

(ii) Demographic information 

The available demographic information 
shall include, to the maximum extent 
practicable, a description of race or eth-
nicity, gender, age, type of farm or ranch, 
financial classification, number of years of 
indebtedness, veteran status, and other 
similar information, as determined by the 
Secretary. 

(C) Additional content 

In addition to information described in 
subparagraph (B), the report shall provide—

(i) a demographic analysis of the bor-
rowers impacted by term limits; 

(ii) information on the conditions im-
pacting the direct lending portfolio of the 
Department of Agriculture, including im-
pacts by region and agriculture sector, and 
credit availability within those regions 
and sectors; 

(iii) to the maximum extent practicable, 
information on the status of borrower op-
erations impacted by term limits; and 

(iv) recommendations, if appropriate, to 
address any identifiable unmet credit 
needs. 

(D) Submission 

The Secretary shall—
(i) annually submit to the Committee on 

Agriculture of the House of Representa-
tives and the Committee on Agriculture, 
Nutrition, and Forestry of the Senate a 
copy of the report; and 

(ii) make the report available to the pub-
lic, including posting the report on the 
website of the Department of Agriculture. 

(Pub. L. 87–128, title III, § 311, Aug. 8, 1961, 75 
Stat. 310; Pub. L. 92–419, title I, § 120(a), Aug. 30, 
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1972, 86 Stat. 665; Pub. L. 95–334, title I, § 114, 
Aug. 4, 1978, 92 Stat. 425; Pub. L. 97–98, title XVI, 
§ 1601(b), Dec. 22, 1981, 95 Stat. 1346; Pub. L. 
99–198, title XIII, §§ 1301(a), 1302(b), 1303, Dec. 23, 
1985, 99 Stat. 1518, 1519; Pub. L. 104–127, title VI, 
§§ 611, 661(f), Apr. 4, 1996, 110 Stat. 1087, 1107; Pub. 
L. 105–277, div. A, § 101(a) [title VIII, § 805(2)], Oct. 
21, 1998, 112 Stat. 2681, 2681–39; Pub. L. 107–171, 
title V, §§ 5101, 5302(a), May 13, 2002, 116 Stat. 343, 
344; Pub. L. 110–234, title V, § 5101, May 22, 2008, 
122 Stat. 1146; Pub. L. 110–246, § 4(a), title V, 
§ 5101, June 18, 2008, 122 Stat. 1664, 1907; Pub. L. 
113–79, title V, §§ 5101–5104, 5106(b)(1), Feb. 7, 2014, 
128 Stat. 834–836, 838.)

Editorial Notes 

REFERENCES IN TEXT 

This chapter, referred to in subsec. (b)(4), was in the 
original ‘‘this title’’, meaning title III of Pub. L. 87–128, 
Aug. 8, 1961, 75 Stat. 307, known as the Consolidated 
Farm and Rural Development Act, which is classified 
principally to this chapter. For complete classification 
of title III to the Code, see Short Title note set out 
under section 1921 of this title and Tables. 

Section 2279(e) of this title, referred to in subsec. 
(c)(2)(B), was redesignated section 2279(a) of this title 
by section 12301(b)(3) of Pub. L. 115–334. 

CODIFICATION 

Pub. L. 110–234 and Pub. L. 110–246 made identical 
amendments to this section. The amendments by Pub. 
L. 110–234 were repealed by section 4(a) of Pub. L. 
110–246. 

AMENDMENTS 

2014—Subsec. (a)(1). Pub. L. 113–79, § 5101(1)–(5), des-
ignated existing provisions as par. (1) and inserted 
heading, in first sentence, substituted ‘‘limited liabil-
ity companies, and such other legal entities as the Sec-
retary considers appropriate,’’ for ‘‘and limited liabil-
ity companies’’, in second sentence, redesignated pars. 
(1) to (4) as subpars. (A) to (D), respectively, and sub-
stituted ‘‘limited liability companies, and such other 
legal entities’’ for ‘‘and limited liability companies’’ in 
two places, and, in third sentence, substituted ‘‘limited 
liability companies, and such other legal entities’’ for 
‘‘and limited liability companies’’ in two places, ‘‘sub-
paragraph (C)’’ for ‘‘clause (3)’’ and ‘‘subparagraph (D)’’ 
for ‘‘clause (4)’’. 

Subsec. (a)(2). Pub. L. 113–79, § 5101(6), added par. (2). 
Subsec. (b)(1). Pub. L. 113–79, § 5102, struck out ‘‘who 

are rural residents’’ after ‘‘youths’’. 
Subsec. (b)(5). Pub. L. 113–79, § 5103, added par. (5). 
Subsec. (c)(2). Pub. L. 113–79, § 5106(b)(1), added par. (2) 

and struck out former par. (2). Prior to amendment, 
text read as follows: ‘‘In this subsection, the term ‘di-
rect operating loan’ shall not include a loan made to a 
youth under subsection (b) of this section.’’

Subsec. (c)(5). Pub. L. 113–79, § 5104, added par. (5). 
2008—Pub. L. 110–246, § 5101, inserted section catchline 

and, in subsec. (a), inserted heading, substituted ‘‘The 
Secretary may’’ for ‘‘The Secretary is authorized to’’ in 
introductory provisions, and inserted ‘‘, taking into 
consideration all farming experience of the applicant, 
without regard to any lapse between farming experi-
ences’’ after ‘‘farming operations’’ in cl. (2). 

2002—Subsec. (a). Pub. L. 107–171, § 5302(a), substituted 
‘‘joint operations, trusts, and limited liability compa-
nies’’ for ‘‘and joint operations’’ wherever appearing. 

Subsec. (c)(1). Pub. L. 107–171, § 5101(1)(A), substituted 
‘‘paragraphs (3) and (4)’’ for ‘‘paragraph (3)’’ in intro-
ductory provisions. 

Subsec. (c)(1)(A). Pub. L. 107–171, § 5101(1)(B), struck 
out ‘‘who has not operated a farm or ranch, or who has 
operated a farm or ranch for not more than 5 years’’ be-
fore semicolon. 

Subsec. (c)(4). Pub. L. 107–171, § 5101(2), added par. (4). 
1998—Subsec. (a). Pub. L. 105–277 inserted ‘‘for direct 

loans only,’’ before ‘‘have either’’ in cl. (2). 
1996—Subsec. (b)(1). Pub. L. 104–127, § 661(f), struck out 

‘‘and for the purposes specified in section 1942 of this 
title’’ before period at end. 

Subsec. (b)(4). Pub. L. 104–127, § 611(b), added par. (4). 
Subsec. (c). Pub. L. 104–127, § 611(a), added subsec. (c) 

and struck out former subsec. (c) which read as follows: 
‘‘The Secretary may not restrict eligibility for loans 
made or insured under this subchapter for purposes set 
forth in section 1942 of this title solely to borrowers of 
loans that are outstanding on December 23, 1985.’’

1985—Subsec. (a). Pub. L. 99–198, § 1301(a), sub-
stituted—

(1) ‘‘, partnerships, and joint operations’’ for ‘‘and 
partnerships’’ wherever appearing after ‘‘corpora-
tions’’; 

(2) ‘‘, partnerships, and joint operations’’ for ‘‘, and 
partnerships’’ wherever appearing after ‘‘corpora-
tions’’; and 

(3) ‘‘individuals’’ for ‘‘members, stockholders, or 
partners, as applicable,’’ wherever appearing. 
Pub. L. 99–198, § 1303, in cl. (3) parenthetical, inserted 

provision treating blood or marriage related owner-op-
erators of the entire farm interest as separate interest 
holders of not larger than family farms though collec-
tive ownership constitutes a larger than a family farm. 

Subsec. (c). Pub. L. 99–198, § 1302(b), added subsec. (c). 
1981—Subsec. (a). Pub. L. 97–98 substituted ‘‘corpora-

tions and partnerships, the family farm’’ for ‘‘coopera-
tives, corporations, and partnerships, the family farm’’ 
and ‘‘as well to the entity in the case of cooperatives, 
corporations, and partnerships’’ for ‘‘as well to the en-
tity’’. 

1978—Pub. L. 95–334 substituted provisions setting 
forth eligibility criteria for loans to farmers and ranch-
ers in the United States, and to farm cooperatives and 
private domestic corporations and partnerships con-
trolled by farmers and ranchers and engaged primarily 
and directly in farming or ranching in the United 
States, for provisions setting forth eligibility criteria 
for loans to farmers and ranchers in the United States, 
Puerto Rico, and the Virgin Islands. 

1972—Pub. L. 92–419 designated existing provisions as 
subsec. (a) and added subsec. (b).

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2008 AMENDMENT 

Amendment of this section and repeal of Pub. L. 
110–234 by Pub. L. 110–246 effective May 22, 2008, the 
date of enactment of Pub. L. 110–234, see section 4 of 
Pub. L. 110–246, set out as an Effective Date note under 
section 8701 of this title. 

EFFECTIVE DATE OF 1996 AMENDMENT 

Amendment by section 611 of Pub. L. 104–127 effective 
90 days after Apr. 4, 1996, and amendment by section 
661(f) of Pub. L. 104–127 effective Apr. 4, 1996, see section 
663(a), (b) of Pub. L. 104–127, set out as a note under sec-
tion 1922 of this title. 

EFFECTIVE DATE OF 1981 AMENDMENT 

Amendment by Pub. L. 97–98 effective Dec. 22, 1981, 
see section 1801 of Pub. L. 97–98, set out as an Effective 
Date note under section 4301 of this title. 

FARM OPERATING LOAN ELIGIBILITY 

Pub. L. 106–224, title II, § 255, June 20, 2000, 114 Stat. 
424, provided that: ‘‘During the period beginning on the 
date of the enactment of this Act [June 20, 2000] and 
ending on December 31, 2002—

‘‘(1) sections 311(c) and 319 of the Consolidated 
Farm and Rural Development Act (7 U.S.C. 1941(c), 
1949) shall have no force or effect; and 

‘‘(2) in making direct loans under subtitle B of that 
Act (7 U.S.C. 1941 et seq.), the Secretary shall give 
priority to a qualified beginning farmer or rancher 
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who has not operated a farm or ranch, or who has op-
erated a farm or ranch for not more than 5 years.’’

AUTHORITY OF SECRETARY TO MAKE OR GUARANTEE 
CERTAIN LOANS 

Pub. L. 104–134, title II, § 2002, Apr. 26, 1996, 110 Stat. 
1321–313, provided that: ‘‘Notwithstanding any other 
provision of law, the Secretary of Agriculture is hereby 
authorized to make or guarantee an operating loan 
under Subtitle B [7 U.S.C. 1941 et seq.] or an emergency 
loan under Subtitle C [7 U.S.C. 1961 et seq.] of the Con-
solidated Farm and Rural Development Act (7 U.S.C. 
1922 et. seq.), as in effect prior to April 4, 1996, to a loan 
applicant who was less than 90 days delinquent on April 
4, 1996, if the loan applicant had submitted an applica-
tion for the loan prior to April 5, 1996.’’

1989 FARM OPERATING LOANS 

Pub. L. 101–82, title III, § 302, Aug. 14, 1989, 103 Stat. 
582, required the Secretary of Agriculture to ensure 
that direct operating loans made or insured under this 
subchapter for 1990 crop production were to be made 
available to farmers and ranchers suffering major 
losses due to excess moisture, freeze, storm, or related 
condition occurring in 1989 or drought or related condi-
tion occurring in 1988 or 1989. 

Similar provisions were contained in the following 
prior act: 

Pub. L. 100–387, title III, § 312, Aug. 11, 1988, 102 Stat. 
948. 

§ 1942. Purposes of loans 

(a) In general 

A direct loan (including a microloan, as de-
fined by the Secretary) may be made under this 
subchapter only for—

(1) paying the costs incident to reorganizing 
a farm or ranch for more profitable operation; 

(2) purchasing livestock, poultry, or farm or 
ranch equipment; 

(3) purchasing feed, seed, fertilizer, insecti-
cide, or farm or ranch supplies, or to meet 
other essential farm or ranch operating ex-
penses, including cash rent; 

(4) financing land or water development, use, 
or conservation; 

(5) paying loan closing costs; 
(6) assisting a farmer or rancher in changing 

the equipment, facilities, or methods of oper-
ation of a farm or ranch to comply with a 
standard promulgated under section 655 of 
title 29 or a standard adopted by a State under 
a plan approved under section 667 of title 29, if 
the Secretary determines that without assist-
ance under this paragraph the farmer or 
rancher is likely to suffer substantial eco-
nomic injury in complying with the standard; 

(7) training a limited-resource borrower re-
ceiving a loan under section 1934 of this title 
in maintaining records of farming and ranch-
ing operations; 

(8) training a borrower under section 2006a of 
this title; 

(9) refinancing the indebtedness of a bor-
rower, if the borrower—

(A) has refinanced a loan under this sub-
chapter not more than 4 times previously; 
and 

(B)(i) is a direct loan borrower under this 
chapter at the time of the refinancing and 
has suffered a qualifying loss because of a 
natural disaster declared by the Secretary 
under this chapter or a major disaster or 

emergency designated by the President 
under the Robert T. Stafford Disaster Relief 
and Emergency Assistance Act (42 U.S.C. 
5121 et seq.); or 

(ii) is refinancing a debt obtained from a 
creditor other than the Secretary; or

(10) providing other farm, ranch, or home 
needs, including family subsistence. 

(b) Guaranteed loans 

A loan may be guaranteed under this sub-
chapter only for—

(1) paying the costs incident to reorganizing 
a farm or ranch for more profitable operation; 

(2) purchasing livestock, poultry, or farm or 
ranch equipment; 

(3) purchasing feed, seed, fertilizer, insecti-
cide, or farm or ranch supplies, or to meet 
other essential farm or ranch operating ex-
penses, including cash rent; 

(4) financing land or water development, use, 
or conservation; 

(5) refinancing indebtedness; 
(6) paying loan closing costs; 
(7) assisting a farmer or rancher in changing 

the equipment, facilities, or methods of oper-
ation of a farm or ranch to comply with a 
standard promulgated under section 655 of 
title 29 or a standard adopted by a State under 
a plan approved under section 667 of title 29, if 
the Secretary determines that without assist-
ance under this paragraph the farmer or 
rancher is likely to suffer substantial eco-
nomic injury due to compliance with the 
standard; 

(8) training a borrower under section 2006a of 
this title; or 

(9) providing other farm, ranch, or home 
needs, including family subsistence. 

(c) Hazard insurance requirement 

(1) In general 

After the Secretary makes the determina-
tion required by paragraph (2), the Secretary 
may not make a loan to a farmer or rancher 
under this subchapter unless the farmer or 
rancher has, or agrees to obtain, hazard insur-
ance on the property to be acquired with the 
loan. 

(2) Determination 

Not later than 180 days after April 4, 1996, 
the Secretary shall determine the appropriate 
level of insurance to be required by paragraph 
(1). 

(d) Private reserve 

(1) In general 

Notwithstanding any other provision of this 
chapter, the Secretary may reserve a portion 
of any loan made under this subchapter to be 
placed in an unsupervised bank account that 
may be used at the discretion of the borrower 
for the basic family needs of the borrower and 
the immediate family of the borrower. 

(2) Limit on size of the reserve 

The size of the reserve shall not exceed the 
least of—

(A) 10 percent of the loan; 
(B) $5,000; or 
(C) the amount needed to provide for the 

basic family needs of the borrower and the 
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