ICBA Encourages Agricultural Bank Lenders 
to Comment on ACRE Interim Guidance
On November 20, 2025, the IRS and Treasury published interim guidance on ACRE provisions of the One Big Beautiful Bill Act, which is enacted as Section 139L of the Internal Revenue Code. The statute and the guidance provide for a 25 percent exclusion of interest income on loans secured by rural or agricultural real estate (definition in the IRS guidance) made after the July 4, 2025 enactment date. The IRS will finalize a regulation similar to the guidance but will consider comments from the public. Comment letters are due on January 20, 2026.  
We encourage you to read the guidance in full at this link. It is 13 pages, but the substantive content is Section 3, pages 4 through 10.
To secure the most favorable guidance and subsequent regulation, we strongly encourage community bankers lending to agriculture to submit comment letters.
When writing, please include as many of these points as you are comfortable discussing:
· A description of your bank, asset size, market area or location, and scope of agricultural lending. Describe the importance of your bank to your local economy.
· Describe how ACRE’s tax exemption (Section 139L) has the potential to benefit your borrowers and the communities they serve.
· Ask that the guidance and regulation qualify as many loans as possible to realize its potential for strengthening the farm economy.
· To qualify for ACRE, a loan must be “secured by” agricultural real estate. Ask for the broadest definition of “secured by” to include, for example, secondary collateral and cross collateralization. Request that the loan only need to qualify initially to be considered “secured by” ag real estate to minimize future paperwork since use of land seldom changes. 
· Ask that ag real estate be broadly defined to include both traditional and non-traditional types of agriculture and aquaculture (greenhouses; hunting venues; etc.). 
· Express support for the guidance’s provision ((3)(b)) that allows for the addition of “any personal property used in the course of the activities on such real estate, such as farm revenues, equipment and machinery or livestock” to be included in determining the fair market value (FMV) of the real estate. 
· Support the 80 percent ‘safe harbor’ clause in determining the FMV for a loan to qualify.  
· Ask that the guidance be as easy as possible to comply with, to encourage its use by lenders. For example, the guidance should allow for the lender’s discretion in the use of reasonable valuation methods for agricultural real estate. 
· ACRE retains the section 265 restriction from the tax code on deducting for tax purposes banks’ funding cost of interest on the liabilities used to fund loans. Discuss the challenge of applying Section 265 which can reduce the benefits of the 25 percent tax exemption on interest income.  Ask that ACRE loans be treated as “bank qualified” loans to allow for the full deduction of interest costs and further reduce interest rates for borrowers. Explain the need to minimize confusion for banks and tax advisors. 
· Ask for maximum flexibility in qualifying loans that include a refinancing of pre-July 4, 2025 debt without complex, pro-rata allocation of interest. Explain that refinancings are common on ag loans and flexibility is needed on loans made prior to July 4, 2025 and the refinancing prohibition should not apply to loans purchased from other institutions, balloon mortgages, loans used for non-real estate activities such as lines of credit, machinery purchases, etc.
· Flexibility will generate more interest rate relief for American farmers, the ultimate goal of ACRE. 
How to submit a comment letter:
Electronic submission is strongly encouraged. Visit www.regulations.gov. In the « Search” box at the top of the page, type 139L, click return key. Click on the “comment” link. You may type in your comments directly or attach a comment letter. You will be asked to complete additional fields (email address, etc.).  
If you choose to mail your comment letter, send it to:

Internal Revenue Service 
CC:PA:01:PR (Notice 2025-71), Room 5503, 
P.O. Box 7604, Ben Franklin Station, 
Washington, D.C., 20044

The subject line for the comments should include a reference to Notice 2025-71.
Thank you for commenting on the interim guidance. If you have any questions, please contact Mark Scalan, ICBA SVP for Agricultural Policy, mark.scanlan@icba.org or Alan Keller, ICBA SVP for Legislative Policy, alan.keller@icba.org. Again, please submit your comment letter by January 20, 2026.  

