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Amendment Transmittal 
 

A Reasons for Amendment 
 
Subparagraph 65 A has been amended to provide 2014 Farm Bill requirements about eligibility 
for receiving new loans after youth loan debt forgiveness. 
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Par. 65 
65  Credit History 
 

A General Requirement 
 
[7 CFR 764.101(d)]  The applicant must have acceptable credit history demonstrated by 
debt repayment.  
 
In the case of an entity, the applicant and all members of the entity must have an acceptable 
credit history. 
 
[7 CFR 764.101(d)(1)]  As part of the credit history the Agency will determine whether 
the applicant will carry out the terms and conditions of the loan, and deal with the 
Agency in good faith.  In making this determination, the Agency may examine whether 
the applicant has properly fulfilled its obligations to other parties, including other 
agencies of the Federal Government. 
 
The authorized agency official may determine that an applicant has not acted in good faith if 
the applicant:  
 
 deliberately falsifies information 
 
 intentionally omits information relevant to the loan decision 
 
 does not make every reasonable effort to meet the conditions and terms of any previous 

FSA loan 
 
 failed to make reasonable effort to resolve delinquencies with other lenders 
 
*--failed to file Federal tax returns when it appears that sufficient income was generated to 

require a tax filing.--* 
 
Note: Applicants who provide false information may also be subject to civil and/or criminal 

prosecution and should be referred by the authorized agency official to OIG. 
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Par. 65 
65  Credit History (Continued) 
 

A General Requirement (Continued) 
 
[7 CFR 764.101(d)(2)]  When the applicant caused the Agency a loss by receiving debt 
forgiveness, the applicant may be ineligible for assistance in accordance with eligibility 
requirements for the specific loan type.  If the debt forgiveness is cured by repayment 
of the Agency’s loss, the Agency may still consider the debt forgiveness in determining 
the applicant’s creditworthiness. 
 
FSA will not consider the following as debt forgiveness for loanmaking purposes: 
 
 debt reduction through a conservation easement or contract 
 
 any debt written off as part of the resolution of a discrimination complaint against FSA, 

including debt written off in conjunction with the Pigford Consent Decree 
 
Note: See current FLP notice for guidance on priority consideration. 
 

 prior debt forgiveness that has been repaid in its entirety 
 
*--prior debt forgiveness on a youth loan, if circumstances were beyond the applicant’s 

control. 
 
Notes: Debt forgiven on any nonyouth loan debt will still be considered in determining 

applicant’s credit worthiness. 
 
Determination that debt forgiveness was beyond the applicant’s control should 
have been made and documented at the time of debt forgiveness approval.--* 
 

Notes: In the majority of cases under Chapter 11 of the Bankruptcy Code, the debt is 
discharged when the plan is confirmed (see 11 U.S.C. § 1141 (d) for exceptions to 
automatic discharge).  In Chapter 12 and 13 cases, the discharge normally occurs, in 
3 to 5 years, by court order.  Debt forgiveness occurs when an applicant has 
completed all payments according to the plan and the unsecured FLP claim is written 
off.  At that point, the applicant will be ineligible for most additional loans according 
to paragraphs 132, 172, 202, and 242.  Specifically, according to paragraphs 132, 172, 
202, and 242, the applicant may be eligible for annual production loans, but no other 
type of assistance. 
 
An applicant who has successfully completed a bankruptcy reorganization plan will 
be considered to be current on the plan.  Therefore, as long as the applicant remains 
current on the plan they may be eligible to receive annual production loans as 
outlined above.  However, this status changes if the applicant subsequently becomes 
delinquent on any loans covered by the plan, including non-FSA loans.  The denial 
for failure to comply with an approved bankruptcy plan is appealable.  See 1-APP for 
further instruction.  

 
 
4-3-14      3-FLP (Rev. 2) Amend. 10 Page 4-6 


