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GUARANTEED OPERATING LOAN (OL) AND GUARANTEED FARM OWNERSHIP (FO) ELIGIBILITY Guide
2-FLP Par.108 – General Eligibility Requirements for OL & FO

NAME OF APPLICANT __________________________     ID # _____________________________
Type of Loan Request:                    FO/LN
 
OL/LN

  OL/LOC


Application filed as:    INDIVIDUAL 
 ENTITY  
               Date filed:  _____/_____/_______
A credit official with loan approval authority must determine whether or not the applicant meets the loan eligibility criteria.  A ( mark in a circle means the loan applicant does not qualify for the loan.
1)  Debt Forgiveness.  The applicant, and anyone who will execute the promissory note, has not caused the Agency a loss by receiving debt forgiveness on more than three occasions prior to April 4, 1996, or on any occasion after April 4, 1996, on all or a portion of direct or guaranteed loan by debt write-down, write-off, compromise, adjustment, reduction, charge-off, discharge in bankruptcy, or through any payment of a guaranteed loss claims under the same circumstances.   HOWEVER, if the applicant is current on payments under a confirmed bankruptcy reorganization plan OR an applicant received write-down, the applicant may receive guaranteed OL loans (including a line of credit) to pay annual farm and ranch operating expenses, which includes family subsistence, if the applicant meets all other eligibility requirements.  Debt forgiveness does not include any write-down provided as part of a resolution of a discrimination complaint. Review the applicant's’self-certification on the application.  

Question:  Any prior debt forgiveness?    ( Yes    ( No   If yes, does not qualify for a loan.
2)  Delinquency on Federal Debt.    Anyone who will execute the promissory note must not be delinquent on any Federal debt, other than IRS.   May be considered eligible if the delinquency will be remedied by the date of or on loan closing.  Unless otherwise prohibited, loan applicants may use loan funds to cure delinquencies.  Federal debt includes, but is not limited to student loans, CCC loans, FSA direct loans, VA loans, and SBA loans. FSA-guaranteed loans are not Federal debts.

Question:  Delinquent on any Federal Debt?    ( Yes   (  No   If yes, does not qualify for a loan.
3) Outstanding Recorded Judgments.   The loan applicant, and anyone who will execute the promissory note, must not have any outstanding Federal judgments, excluding IRS judgments.  Loan funds will not be used to pay Federal judgments, except loan funds may be used to pay IRS judgments, unless otherwise prohibited.

Question:  Any outstanding judgments?    ( Yes   (  No   If yes, does not qualify for a loan.
4)  Citizenship.   An individual or if an entity, the members, Stockholders, partners, or joint operators, must be citizens of the United States or aliens lawfully admitted to the U. S. for permanent residence.

Question:  Meet citizenship requirement?    ( Yes   ( No   If no, does not qualify for a loan.
5)  Legal Capacity to Incur the Debt.  The loan applicant and all borrowers on the loan must possess the legal capacity to incur the obligations of the loan.

Question:  Meet this requirement?    ( Yes   (  No   If no, does not qualify for a loan.
6)  Past Dealings.  The loan applicant, in past dealings with the Agency, must not have provided the Agency with false or misleading documents or statements.

Question:  Any past problems?    ( Yes   (  No   If yes, does not qualify for a loan.
7)  Credit History.  The individual or entity loan applicant and all entity members must have acceptable credit history demonstrated by debt repayment.  A history of failures to repay past debts as they came due when the ability to repay was within their control will demonstrate unacceptable credit history.  Unacceptable credit history will not include lack of credit history or isolated instances of late payments which do not represent a pattern and were clearly beyond their control.

Question:  Does the loan applicant have an acceptable credit history?

(  Yes   (  No   If no, does not qualify for a loan.
8)  Test for Credit.  The loan applicant must be unable to obtain sufficient credit elsewhere without a guarantee to finance actual needs at reasonable rates and terms.  The potential for sale of any significant nonessential assets will be considered when evaluating the availability of other credit.  Ownership interest in property and income received by an individual or entity loan applicant, or any entity members as individuals also will be considered when evaluating the availability of other credit to the loan applicant.

Question:  Can credit be obtained elsewhere?    ( Yes   (  No   If yes, does not qualify for a loan.
9)  Controlled Substance.  Neither the applicant nor any entity member has been convicted of planting, cultivating, growing, producing, harvesting, or storing a controlled substance under Federal or state law within the last five crop years. Applicants convicted of any Federal or State offense consisting of the distribution (trafficking) of a controlled substance shall be ineligible for any or all program payments and benefits for up to 5 years after the 1st conviction, up to 10 years after the 2nd conviction, and permanently for a 3rd or subsequent conviction. Applicants convicted of Federal or State offense for the possession of a controlled substance shall be ineligible for any or all program benefits for up to 1 year upon the 1st conviction and up to 5 years after a 2nd or subsequent conviction.

Question:  Controlled Substance Conviction?    ( Yes   (  No   If yes, does not qualify for a loan.
10)  15-Year OL Term Limit     No guaranteed OL shall be made to any applicant after the 15th year that an applicant, or any individual signing the promissory note, received a direct or guaranteed OL.  If a borrower had any combination of direct or guaranteed OL closed in 10 or more prior calendar years, before October 28, 1992, eligibility to receive new guaranteed OL is extended for 5 additional years from October 28, 1992, and the years need not run consecutively. However, in the case of a line of credit, each year in which an advance is made after October 28, 1992, counts toward the 5 additional years. Once determined eligible, a loan or line of credit may be approved for any authorized term.
Question:  Applicant had OL Loans > 15-years?    ( Yes   (  No   If yes, does not qualify for a loan.
11)   Operator Requirement     OL Loans - the individual or entity loan applicant must be an operator of not larger than a family farm after the loan is closed.  Must meet eligibility requirements on all five questions below:
#11 Question 1:  For an OL loan, is the OPERATOR requirement met?

( Yes   (  No   If no, does not qualify for a loan.
When determining whether or not the farm meets the family farm definition, the Authorized Agency Official shall analyze all the factors that make up the regulatory definition of family farm and look at all aspects and the circumstances of the farm operations.

Recognized in the community as a farm - Consider how the applicant’s farm operation compares to similar farm operations in the community. In most areas of the country and in most farming enterprises, the family will provide most of the day-to-day labor on a family farm. An exception may be made for enterprises that produce high-value, labor-intensive crops, such as fruit or vegetables.

#11 Question 2:  Recognized as a farm?    ( Yes   (  No   If no, does not qualify for a loan.
Management and control of the farm business - All of the day-to-day management and operational decisions should be made by members of the farm family. The use of consultants, advisors, and similar experts is certainly acceptable provided someone in the farm family is the decision maker.
#11 Question 3:  Managed/controlled by applicant?  ( Yes   (  No   If no, does not qualify for a loan.
Amount of labor - A substantial amount of the full-time labor required must be contributed by family or entity members to the operation. The use of seasonally hired labor should not be precluded. The borrower may not necessarily perform a majority of the labor, but the amount of labor provided by the borrower is significant. One distinguishing characteristic of a family farm is that the family members provide both physical labor and management for the farm. Consider the labor requirements that are necessary for the production of specific high-value, labor-intensive crops.

#11 Question 4:  Substantial amount of the total labor requirements provided by the
loan applicant or family?     ( Yes   (  No   If no, does not qualify for a loan.
Credit needs - Congress established FSA’s loan limits to assist family-sized operations.  The loan limits generally ensure that loans are made to family farm operations. It is also important that every effort be made to ensure that loans are made only when it is certain that other credit is not available. Loan participation arrangements are acceptable when FSA farm loans cannot meet the total needs; but, if maximum FSA farm loans are a small portion of the total credit requirements, this may be another indicator of a larger than family-size farm when considered with other factors, or that credit is available from another source.
#11 Question 5:  FSA credit should provide a major portion of the total credit needs.

Is the amount of credit needs an issue and/or a problem?

( Yes   (  No   If yes, does not qualify for a loan.
12)  Owner and Operator Requirement         FO loans - the individual must be the operator and owner of not larger than a family farm after the loan is closed.
Question:  For an FO loan, is both the OWNER and OPERATOR requirement met?

( Yes   (  No   If no, does not qualify for a loan.
ENTITY APPLICATIONS ONLY

Answer the following six (6) questions if an ENTITY loan application. 

(For individual applications, leave blank.)
Par. 109 OL Loan Entity Question 1)   Entity “Operator” Requirements.  In the case of an entity borrower, the entity must be authorized to operate and/or own a farm in the state or states in which the farm is located and meet either of the following:

a. If the entity members holding a majority interest are related by marriage or blood, at least one member of the entity also must operate the family farm.

b. If the entity members holding a majority interest are not related by marriage or blood, the entity members holding a majority interest must also operate the family farm.

Question:  For an OL loan, is the entity or a member of the entity OPERATING the farm?

( Yes   (  No   (  N/A          If no, does not qualify for a loan.
Par 110 FO Loan Entity Question 2)   Entity “Owner/Operator” Requirements.  Entity must be authorized to own and operate a farm in the state or states in which the farm is located and meet either of the following:

a. If the entity members holding a majority interest are related by marriage or blood, at least one member of the entity must operate the family farm and at least one member of the entity or the entity must own the family farm.

b. If the entity members holding a majority interest are not related by marriage or blood, the entity members holding a majority interest must operate the family farm and the entity members holding a majority interest or the entity must own the family farm.

Question:  For an FO loan, is both the OWNER and OPERATOR requirement meet?

( Yes   (  No   (  N/A          If no, does not qualify for a loan.
Par.111 Entity Question 3)  Individual Ownership Interest Requirement.  Each entity member’s ownership interest may not exceed the family farm definition limits.

Question:  Entity meets family size farm definition?    ( Yes   ( No   If no, does not qualify for a loan.
Par. 111 Entity Question 4)  Entity Ownership of Large Farms.  Collective ownership interest of all entity members may exceed the family farm definition limits only if the following conditions are met:

a. All of the entity members are related by blood or marriage.

b. All of the members are or will be operators of the entity.

c. The majority interest holders of the entity must meet the requirements of Par.108F (Citizenship), H (Past Dealings), I (Credit History), and Par.109 (operator & entity requirements for OL’s) and Par.110 (owner/operator & entity requirements for FO’s) of 2-FLP.

Question:  Meet family size farm definition?    ( Yes   (  No   If no, does not qualify for a loan.
Par. 111 Entity Question 5)  Domestic Farmer or Rancher.   Entity must be controlled by farmers engaged primarily and directly in farming in the US after the loan is made.

Question:  Meet US requirement?    ( Yes   (  No   If no, does not qualify for a loan.
Par. 111 Entity Question 6)  Entity Member Requirement.  Entity members are not themselves entities.

Question:  Are any members of the entity an entity?    ( Yes   (  No   If yes, does not qualify for a loan.
I certify that the statements made by me above are true, complete, and correct, to the best of my knowledge.

Completed by:  _____________________________________

Date:_____________




Lender’s Signature

FSA Concurrence: ___________________________________

Date:_____________



FSA Loan Approval Official
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