
257

RHS, RBS, RUS, FSA, USDA § 1956.66

1956–1 will be completed by each debt-
or, unless the debtors are members of 
the same family and all necessary fi-
nancial information on each debtor can 
be shown clearly on a single applica-
tion. Separate applications will be sent 
to the State Office as a unit. 

(3) If one debtor applies for com-
promise, adjustment, or cancellation, 
or if the debt is to be charged off, and 
the other debtor(s) is deceased or has 
received a discharge of the debt in 
bankruptcy, or the whereabouts of the 
other debtor(s) is unknown, or it is im-
possible or impracticable to obtain the 
signature of the other debtor(s), Form 
FmHA or its successor agency under 
Public Law 103–354 1956–1 or Form 
FmHA or its successor agency under 
Public Law 103–354 1956–2 (for housing 
loans) ‘‘Cancellation or Charge-off of 
FmHA or its successor agency under 
Public Law 103–354 Indebtedness,’’ will 
be prepared by showing at the top of 
the form the name of the debtor re-
questing settlement, following by the 
name of the other debtor. 

For example, ‘‘John Doe, joint debtor 
with Bill Doe, deceased,’’ ‘‘John Doe, 
joint debtor with Sam Doe, discharged 
in bankruptcy,’’ ‘‘John Doe, joint debt-
or with Mary Doe, impossible or im-
practicable to obtain signature,’’ as ap-
propriate. In addition to the informa-
tion concerning settlement of the debt 
by the applicant, information which 
justifies settlement of the debt as to 
the debtor(s) not joining in the applica-
tion will be shown on Form FmHA or 
its successor agency under Public Law 
103–354 1956–1, or 1956–2 for housing 
loans. 

(k) Settlement where debtor owes more 
than one type of Agency loan. It is not 
the policy to settle any loan indebted-
ness of a debtor who is also indebted on 
another agency loan and who will con-
tinue as an active borrower. In such 
case, the facts will be fully documented 
in part VIII of Form RD 1956–1. 

(l) No previous debt forgiveness. Debt 
settlement may not be approved for 
any direct Farm Loan Programs loan if 
the borrower has received debt forgive-
ness on any other direct loan as defined 
in § 1956.54 of this subpart. 

[56 FR 10147, Mar. 11, 1991, as amended at 58 
FR 21344, Apr. 21, 1993; 62 FR 10157, Mar. 5, 
1997]

§§ 1956.58–1956.65 [Reserved]

§ 1956.66 Compromise and adjustment 
of nonjudgment debts. 

Nonjudgment debts which the debtor 
is unable to pay may be compromised 
or adjusted in accordance with applica-
ble provisions of this section, and the 
debtor may retain the security prop-
erty, if any. Application will be made 
on Form RD 1956–1 by the debtor; or if 
the debtor is unable to act, by another 
party having legal authority to act for 
the debtor. Collection of a lump sum 
offer may be deferred until the debtor 
is advised that the offer is approved. 
Upon full payment of the approved 
compromise or adjustment amount, the 
Agency will release the debtor from li-
ability by delivering the note(s) to the 
debtor stamped ‘‘Satisfied by com-
promise or adjustment.’’

(a) FLP debts. The debt or any exten-
sion thereof on which compromise or 
adjustment is requested does not have 
to be due and payable under the terms 
of the note or other instrument, or be-
cause of acceleration by written notice 
prior to the date of application. Non-
judgment secured FLP debts may be 
compromised or adjusted in accordance 
with the following conditions: 

(1) Security may be retained by the 
debtor if the debtor offers an amount 
at least equal to the current fair mar-
ket value (including any crop security) 
less any prior lien amounts. Any re-
maining unsecured debt may be debt 
settled. 

(2) Where the debtor is able to pay an 
amount in excess of the lump sum com-
promise offer, an adjustment offer 
must call for a lump sum payment as 
set out in paragraph (a)(1) of this sec-
tion, plus any additional amounts the 
Agency determines the debtor is able 
to pay over a period of time not to ex-
ceed 5 years. 

(3) The acceptability of a compromise 
or adjustment offer will be arrived at 
by determining and evaluating: 

(i) Statement of indebtedness owed 
on any prior liens. Statements will be 
retained in the debtor’s file. 

(ii) Value of existing security as de-
termined by a current appraisal made 
or obtained by the Agency. The ap-
praisal will be retained in the debtor’s 
file. 
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(iii) Debtor’s total present income 
and probable sources, amount and sta-
bility of income over the next 5 years. 
Old age pensions, other public assist-
ance, and veteran’s disability pensions 
will not be considered as sources of 
funds for making compromise and ad-
justment offers. 

(iv) Amount of debtor’s other debts. 
(v) Amount of debtor’s essential fam-

ily living expenses, and farm or busi-
ness operation expenses necessary to 
continue the operation, if applicable. 

(vi) Age and health when the debtor 
is largely depending on income from an 
occupation where manual labor is re-
quired. 

(vii) Size of debtor’s family, their 
ages and health. 

(viii) Value of debtor’s assets in rela-
tion to debts and liens of third parties. 
Reasonable equity in a modest non-
security homestead occupied by the 
debtor will not be considered as avail-
able for settlement. Nonsecurity prop-
erty in excess of minimum family liv-
ing needs which is not exempt from 
levy and execution should be consid-
ered in determining the debtor’s ability 
to pay. 

(b) Housing debts (both Single-family 
and Multi-family). Nonjudgment secured 
debts may be compromised or adjusted 
as follows: 

(1) The debt is fully matured under 
the terms of the note or other instru-
ment; or has been accelerated by writ-
ten notice prior to the date of the set-
tlement application. 

(2) A compromise offer must at least 
equal the value of the security as de-
termined by FmHA or its successor 
agency under Public Law 103–354 (less 
any prior liens) plus any additional 
amount FmHA or its successor agency 
under Public Law 103–354 determines 
the debtor is able to pay based on a 
current financial statement. 

(3) An adjustment offer must meet 
the requirements of paragraph (b)(2) of 
this section, except the debt (or the 
amount offered) is to be scheduled for 
payment over the shortest period 
FmHA or its successor agency under 
Public Law 103–354 determines is fea-
sible based on the debtor’s financial re-
sources, but not to exceed 5 years. 

(c) Unsecured debts. Unsecured debts 
considered under this paragraph (c) are 

most frequently account balances re-
maining after the debtor has sold secu-
rity property to another party/entity, 
the security has been liquidated 
through foreclosure, or FmHA or its 
successor agency under Public Law 103–
354 has accepted a deed in lieu of fore-
closure and the borrower was not re-
leased from liability. An offer to com-
promise or adjust an unsecured debt 
must represent the maximum amount 
FmHA or its successor agency under 
Public Law 103–354 determines the 
debtor can pay based on a current fi-
nancial statement and other informa-
tion available to FmHA or its suc-
cessor agency under Public Law 103–
354. An adjustment offer is to be sched-
uled for payment over the shortest pe-
riod FmHA or its successor agency 
under Public Law 103–354 determines is 
feasible, but not to exceed 5 years. 

[56 FR 10147, Mar. 11, 1991, as amended at 58 
FR 21345, Apr. 21, 1993; 62 FR 10157, Mar. 5, 
1997]

§ 1956.67 Debts which the debtor is 
able to pay in full but refuses to do 
so. 

Debts which the debtor may have the 
ability to pay in full but has refused to 
do so may be compromised or adjusted 
in the following situations on Form 
FmHA or its successor agency under 
Public Law 103–354 1956–1: 

(a) When the full amount cannot be 
collected because of the refusal of the 
debtor to pay the debt in full and the 
OGC advises that the Government is 
unable to enforce collection in full 
within a reasonable time by enforced 
collection proceedings, the debt may be 
compromised. In determining inability 
to collect, the following factors will be 
considered: 

(1) Availability of assets or income 
which may be realized by enforced col-
lection proceedings, considering the 
applicable exemptions available to the 
debtor under State and Federal law. 

(2) Inheritance prospects within 5 
years. 

(3) Likelihood of debtor obtaining 
nonexempt property or income within 5 
years, out of which there could be col-
lected a substantially larger sum than 
the amount of the present offer. 
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