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Amendment Transmittal 
 

A Reason for Amendment 
 

Subparagraphs 108 L and M have been amended to reflect the suspension of term limits until 
October 1, 2007. 
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Par. 108 
108 General Eligibility Requirements for OL and FO (7 CFR 762.120) (Continued) 
 

J Test for Credit (Continued) 
 

If the loan applicant has significant assets that are not essential to the farm operation, and the 
sale of those assets would remove the need for a guarantee, the loan applicant does not meet 
the test for credit requirement. 

 
Assets and income of the entity members will also be considered when evaluating the 
availability of other credit to the entity applicant. 

 
The Authorized Agency Official shall: 

 
• review the financial information supplied by the lender in conjunction with information 

compiled under RD Instruction 1951-F 
 

• document that the loan requested does not meet the lender’s loan requirements without a 
guarantee. 

 
K Controlled Substances 

 
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.  “Controlled substance” is defined at 
21 CFR Part 1308.  Applicants must certify on the Agency application form that it and 
its members, if an entity, have not been convicted of such a crime within the relevant 
period.  If the lender uses the lender’s Agency approved forms, the certification may be 
an attachment to the form. 

 
The applicant also certifies that he or she as an individual, or any member of an entity 
applicant, is not ineligible for Federal benefits based on a conviction for the distribution of 
controlled substances or any offense involving the possession of a controlled substance under 
21 U.S.C. 862.  Applicants must certify the above on the Agency application form or, if the 
lender uses the lender’s Agency-approved forms, the certification may be an attachment to 
the form. 

 
L 15-Year OL Time Limit 

 
 *--Note: Enforcement of this subparagraph is suspended until October 1, 2007.--* 

 
[7 CFR 762.122]  No guaranteed OL shall be made to any loan applicant after the 15th 
year that a loan applicant, or any individual signing the promissory note, received a 
direct or guaranteed OL. 
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  Par. 108 
108 General Eligibility Requirements for OL and FO (7 CFR 762.120) (Continued) 
 

L 15-Year OL Time Limit (Continued) 
 

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. 
 
Example: A 5-year LOC may be approved on the last year an applicant is eligible and 

advances may be made for 5 years. 
 

M Determining Years of Eligibility for Guaranteed OL’s 
 
 *--Note: Enforcement of this subparagraph is suspended until October 1, 2007.--* 

 
Loan applicants are eligible to close guaranteed or direct OL’s in 15 nonconsecutive years.  
The following table summarizes the eligibility requirement based on the loan applicant's 
status on October 28, 1992, the number of years the loan applicant has received direct or 
guaranteed loans, and the type of loan requested. 
 
IF the loan applicant… THEN they are eligible for… 
had direct or guaranteed OL’s closed 
in 10 or more years on or before 
October 28, 1992 

5 years of guaranteed OL closing after 
October 28, 1992. 
 
5 years - ________________ = _____________ 
               (# years loan                (# years 
                 closed after                   remaining) 
                 10/28/92) 

had fewer than 10 years of direct or 
guaranteed OL’s closed on or before 
October 28, 1992 

15 years of guaranteed OL. 
 
15 years - ________________ = _____________ 
               (# years loan                (# years 
                 closed)                         remaining) 

 
Note: Before October 28, 1992, only the year in which the loan was closed is counted.  

Subsequent year advances on LOC’s closed before October 28, 1992, do not count as 
an additional year of eligibility.  However, after October 28, 1992, subsequent 
advances on LOC’s are counted as a year of eligibility used. 
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