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THE WHITE HOUSE 

WASHINGTON 

May 10, 2001 

MR. PRESIDENT: 

Attached please find H.R. 256 
Family Farmer Bankruptcy Act 
Extension. 

OMB, USDA, Justice, the Chief of 
Staff, NEC, and all relevant White 
House offices recommend approval. 

Respectfully, 

Harriet E. Miers 

LAST DAY FOR ACTION: Monday, May 14 





'';_·, .. 

Chapter 12 provides speci~1 bankruptcy relief to certai~ family farm~rs. Under Chapter 
12, eligible family farmers are permitted to reorgal1izcf theirdebts pursuaµt to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 199Trnport by the National 
Bankruptcy Review Commission, "the special attributes of chapt~r 12 make it better suited to 
meet the particularized needs of family farmers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 artd chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy generally used to 
reorganize debts oflarge corporations) and more flexible than Chapter 13 (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 13 is limiteci to debtors with less debt 
than permitted under Chapter 12. 

Eligible debtors. Eligibility for Chapter 12 relief is available to individuals or married 
couples who meet four requirements: (1) their aggregate debt cannot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principal residence}can be attributable to the farming operation; (3) more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to 
make payments under a Chapter 12 repayment plan. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and:. (1) more than 50 percent of the outstanding 
stock or equity is held by one family; (2) more than 80 percent of the value of its assets are 
related to the farming operation; and (3) any stock that is issued is not traded publicly~ 

Conclusion and Recommendations 

. The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The pending bankruptcy bills passed 
by the House and Senate earlier this year both would make Chapter 12 permanent.) 

We join Agriculture and Justice in recommending approval of H.R. 256, which passed the 
House by a vote of 408-2 and the Senate by unanimous consent. 

Enclosures 

j/Vt£"~f{ 

Mitchell E. Daniels, Jr. 
Director 
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USDA 
iiiiii 

United States Department of Agriculture 

Office ofthe Secretary 
Washington, D.C. 20250 

MAY 2 200! 

The Honorable Mitchell E. Daniels, Jr. 
Director 
Office of Management and Budget 
Washington, D.C. 20503 

Dear Mr.Daniels: 

The Departmynt of Agriculture (USDA) recommends that the President sign the enrolled bill, 
H.R. 256, "To extend for 11 additional months the period for which chapter 12 oftitle 11 of the 
United States Code is reenacted." 

This enrolled hill would extend, retroactively, the bankruptcy protections afforded to family 
farmers and ranchers under chapter 12 of title 18, United States Code for an 11 month period 
beginning on July 1, 2000 and ending on June 1, 2001. Given the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension. 

~~ ... ~---·--------~ ..... AnnM~m:n 
Secretary 

An Equal Opportunity Employer 



Office of the Assistant Attorney General 

The Honorable Mitchell Daniels, Jr. 
Director 
Officeof Management and Budget 
Washington, DC 20503 

Dear Mr. Daniels: 

U.S. Department of Justice 

Office of Legislative Affairs 

Jtbshington, DC. 20530 

May4, 2001 

This responds to your request for the views and recommendation of the 
Department of Justice on enrolled bill R.R. 256, "[t]o extend for 11 additional months 
the period for which chapter 12 of title 11 of the United States Code is reenacted." The 
Department has no objection to enactment of this enrolled bill and therefore recommends 
that the President approve it. 

Chapter 12 of the Federal Bankruptcy Code (title 11 of the United States Code), 
which expired on July 1, 2000, provided a specialized form of bankruptcy relief to 
certain qualifying "family farmers." R.R. 256 wouldreenact chapter 12 retroactively for 
the period July 1, 2000, to June l, 2001. 

Thank you for the opportunity to provide our views on this matter. If we may be 
of additional assistance, we trust that you will not hesitate to calluponus. 

~-
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, 2001 

. MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Fariner Bankruptcy Act Extension · 
Sponsors - Rep. Smith (R) Michigan arid 18 cosponsors 

Last Day for Action 

May 14, 200 l - Monday 

Purpose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, · 
2000, and extends the Act for 1.1 months, until June 1, 2001. 

Agency Recommendations 

Office of Management and Budget 

; 

Department of Agriculture 
Department of Justice 
Department of the Treasury 
Farm Credit Administration 

Discussion 

Approval 

Approval 
Approval 
No objection (Informally) 
No comment (Informally) 

\ 

Chapter 12 of the Federal Bankruptcy Code (11 U.S.C.) was enacted in 1986in response 
to the financial problems farmers were ex~eriencing in the early- to mid- l 980s. The primary 
purpose.of this chapter is to give family farmers facing bankruptcy an opportunity to.reorganize 
their financial affairs and retain ownership of their property. Chapter 12 was to.sunset in 1993, 

•. but.it was extended that year until September 30, .1998. Subsequent extensions kept Chapter 12 
in place until its expiration on July 1, 2000. Since then, family farmers have been ineligible to 
receive Chapter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12 for 11 
months, until June 1, 2001. 



Chapter 12 provides special bankruptcy relief to certain familyfarmers. Under Chapter 
12, eligible family farmers.are permittedto reorganize their debts pursuant to a repayment plan 
under the supervision of a bankfuptcy trustee. According to a 1997 reportby the National 

. Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suited to 
, meetthe particularized heeds of family farmers in financiaLdistress than other f<JrmS of 

bankruptcyrelief, such as.chapter 11 and chapter·13." .The reportdescribes Chapterl2 as 
typically less complex and expensive than Chapter 11 (a formofbankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter 13 (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 1 l is limited to debtors with Jess debt 
than permittedunderChapter 12. . . . 

' . . . 

Eligible debtors~ Eligibility for Chapter 12 relief is available to i11dividualsor married 
· couples who meet four requirements: (1} their aggregate debt canriot exceed $1;500,000; (2) not 

less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principal residence) can be· attributable to the farming operation; (3) mc:fre than 50. percent of.their · 
gross income for the taxableyear in which they file for bankruptcy must come from the farming 
operation; and (4) their annual income must be sufficiently stable and regular to enable them to · 
make payments under a.Chapter 12 repayment plan. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate.debt restrictions that are essentiallythe same as those 
imposed-on individuals .and married couples and: ( 1) morethan 50 percent of the outstanding·· 
stock or equity is held by one family; (2)more than 80percent of the value ofits assets are 
related to the farming operation; and (3) any stock that is issuedis not traded publicly .. 

Conclusion and Recommendations 

The Department of Agriculture advises that ''[g]iven the emergency coriditionsfacing 
many farmers and ranchers, USDA believes that the protectioris of chapter 12 must remain 
available while Congress considers pennanent extension. II (The pending bankruptcy bills passed·. 
by the House and Senate earlier this year both would make Chapter 12 permanent.) · · 

We join Agriculture.and Justice in recommending approval·ofJI.R.256,which passed the 
House by a vote of 408~2 and the Senate by unanimous consent. · · 

11/1£~!] 
Mitchell E. Daniels, Jr. 

· Director 

Enclosures 
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H.R.256. 

Official Title 

Bills Received at th~ White House 

OMB ENROLLED 
Bill MEMO 

IS HERE 

An Act to extend for 11 additional months the period for 
which chapter 12 of title 11 of the United. States Code is 
reenacted. 

'01 MAY 'l. Atno:::J:t 

Date received and 
notification to OMB: 5/2/2001 

Last day for action: 5/14/2001 

'01 

Prepared: May 2, 2001 'Bill Sheets' \\WHADMIN\EXEC CLERK\REPORJ'S\BILl.rpt . Page 1of1 



Document No. 

WHITEHOUSE STAFFING MEMORANDUM 

Date: 5/8./01 ACTION I CONCURRENCE/ COMMENT DUE BY: ·5/9/01· COB 

Subject: ENROLLED BILL H.R. 256 - FAMILY FARMER BANKRUPTCY ACT EXTENSION 

ACTION FYI ACTION FYI 

VICEPRESIDENT ~ D IRASTORZA D D 

CARD 
,,, 

D JOHNSON .·~· D 
: 

~ l,A MONTAGNE[o r-)'il' HUGHES D 
'O'i ~¥ - Ji.. . ii., 

D LIND~EY. . . ·~ D 

BOLTEN ii D MIERS D D 

HAGIN rl ' 0 RICE D D 

DANIELS 
_,, 

D D D 

BLAKEMAN D D D D 

CALIO 
., .. 

D 0 

.FLEISCHER ~· D. D D 

GONZALES ~ D D D 

.HAWKINS ·~·. D D D 

REMA~KS~' · . · ·. · . 
. · PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BY COB ON·· 

WEDNESDAY, MAY 9, 2001. THANK You. 

RESPONSE: 

. , Harriet E. Miers · · 
· .· Assistant to the President · 

and Staff Secretary . · 
E:l(t.62702 

,PM!::i:!]..t~ 



.. ' .. 
- I'. EXECUTIVE OFF"ICE. OF THE PRESIDENT 

. OFFICE OF MANAGEfy11:;:NT _AND BUD~ET : ,,.··_: .. 

···- '. 

. . . . 
. . . 

. . . 
WASHINGTON, D .. C. 20503 . ·'Ql MRr"lF}Uo:::u 

. THE DIRECTOR May 7, ,· 2001 
·.·.(': 

• . • j . .• ·. T!~moLt:Ell BILL tSHSIB .· 
THE r.i~~ .· , ···-. . , .··· , .·.·• .··;··;('' .... :· 

;. , . 

.. MEMORANDUM FOR THE PRESIDEN:T 

SUBJECT: .·. , Enrolled Bili°ij.R.256 .:Family Fartner.BankruptcyAct Extensio11 .. 
· Sponsors :- Rep. Smith(R.) Michigan arid 18 cosponsors · · ·· ·. .· 

'.·: 

.. :, 

Last Dayf or Action . . 

.·.···. May 14,2001 . M6~d~y . 
•. •• ~·. ·. ~- ., 

. ·.~ ·, .·· . . . ' 

-~ 

Pmj>ose' · · · · '·. · .. ·· ··'. ,·· 

.· '. .· .-· .. :· Retroa~tively reenacts' th~provisions-of tJie F~ily Farmer Bankruptcy'Aci as·6£July 1, 
· . 2000; and extends the-Act for llmonths, until June l, 2001. · ·· · · .· · 
: ., . . ' 

.. Agency Re~ommendations .·· 
.. . ' , 

· Office of Management and Budget · Approval·: 

....... Appi:oval ·:·> 

. ' 

··Department of Agricult~re · .· ·. · .. ·· · 
·. ·•Department of Justice . Approval .. . ... :· · )" , 

· No objection (foformally} · . D~partment of the Treasury; 
. Faim Credit-Adriiinistration· 

I .• :· ••. 

No ccnn:merit (lnf0n1:J.ally} 

. ; ·· -~. . Disc-tission 

. ,\·, 
• -=~ 

;.- .. 

"·'· .. 

. ~: ,,,:, :' ._·. ". : ., . . ;. 

, : . Chapter 12 of the Federal Bankruptcy Code (11 ·U.S,C.}was enacted in 1986ifrresporise ' · 
:fo the finandal problems farmers were'eXperienCing in the early• to mid-1980s. The primfuy • ; 

.·. 'purpose ofthi~ chapter fa to givefamilyfafil1ers facing bankruptcy~ :OPPQrtUruty·t~ reorganize . 
. ·· .• their financialaffairsand retain ownership of their property~ Chapter 12:_wast9 sunset iri 1993, < .. ·· 

·. but it:was extended thatyear untilSep~ertiber 30~ l 998. ·Subsequent extensic>ns:fceptChapter 12<: 
.. ·····. in place until its expiration oi1 .July 1, 2000';··-Since:then, family·fanri~rs nave.been ineligible to'- . , 

'receive Chapter 12 bankruptcy relief. H.R 256 would retroac#vely e:ic:tend ¢haI?t~r 12 for 11 _ . 
.. months, untilJune I, 200L ... _, ! • 

. ··.: . : . .. ~:_,.· : . :,:· 

' .. . ··: 

.. ,,·: 

.. :··, :·. 



. ' 

Chapter 12 provides special bankruptcy relief to certain family farmers. Under Chapter· 
12, eligible family farmers are permitted to reorganize their debts pursuant to a.repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suited to 
meet the particularized needs of family farmers in financial distress than other forms of 
bank)uptcy relief, such as chapter 1 l and chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy gener;illy used to 
reorganize debts of large corporations )and more flexible than Chapter 13 (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with less debt 
than permitted under Chapter 12. 

Eligible debtors, Eligibility for Chapter 12 relief is available to individuals or married 
couples who meet four requirements: ( 1) their aggregate debt cannot exceed$ I ,500,000; (2) not 
less than 80 percent of their aggregatenoncontingent, liquidated debt (excluding a debt for their 
principal residence) can be attributable to the farming operation; (3) more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must. come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regula~ to enable them to 

' ' 

make payments under a Chapter 12 repayment plan. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are ·essentially the, same as th()se 
imposed ,on individuals and married couplesand: (1) more than 50 percent of the outstanding 
stock or equity is held by one fami~y; (2) more than 80 percent of the value of its as~ets are 
related to the farming operation; and (3)any stock that is issued is not traded publicly. 

Conclusion and Recommendations 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension.'' (The pendi_ng bankruptcy bills passed 
by the House and Senate earlier this year.both would make Chapter 12.permanent.) 

We join Agriculture and Justice in recommending app~oval of H.R. 256, which passed the 
House by a vote of 408-2 .and the Senate by unanimous consent. 

Enclosures 

'1M<~f] 
Mitchell E Daniels, Jr. 
Director 

-2-



Document No . 

. WHITE HOUSE STAFFING MEMORANDUM 
. ' . .. ' 

Date: 5./8/01 ACTION I CONCURRENCE I COMMENT DUE BY: 5/9/01 ------,----
. Subject: ENROLLED BILL H,R. 256 -FAMILY FARMER BANKRUPTCYACTEXTENSlON . 

VICE PRESIDENT 

CARD 

HUGHES 

ROVE 

BOLTEN • 

HAGIN. 

DANIELS 

BLAKEMAN 

CALIO 

FLEISCHER 

GONZALES·. 

HAWKINS 

.REMARKS: 

ACTION 
. f/. 

·· .. ···rL•. ... 
91'. 

FYI 

D 

D 

D 

D 

D 
_, ..... D 

~·· 0 

.D· D 
iL .. ,Q 

·" o·· 
f!L D. 

,f. D 

IRASTORZA 

JOHNSON. 

LA MONTAGNE· 

LINDSEY· 

MIERS 

RICE 

ACTION .. FYI 

D D 

~ ~rnf:Jv. v"i-~' '5··· 
:.r - iYJA.. · .1. Mv:i1t..M""'·~ 

fir. D 

~ D 

D D 

D D 

0 0 

D D 

D D 

D D 

D D 

[] D 

··· PLEASEFORWARDYOUR COMMENTSTO THE STAFF SECRETARY BY COB ON 
WEDNESDAY, MAY 9, 2001 ... THANKYOlJ. . 

RESPONSE: 

HarrietE. Miers 
Assistant to the President . 

and Staff Secretary 
Ext.62702 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET. 

WASHINGTON, D.C. 20503 

THE DIRECTOR_ May 7, .2001 

·. THE ENROLi .ED BILL IS HERE 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension 
Sponsors - Rep. Smith (R) Michigan and 18 cosponsors 

Last Day for Action 

• 
May 14, 2001 - Monday 

Purpose 

Retroactively reenaetsthe provisions of the Family Farmer BankruptcyActasof July 1, 
· 2000, and extends the Act forll months, until June 1, 2001. 

Agency Recommendations 

Office of Management and Budget 

Department of Agriculture 
Department of Justice 
Department of the Treasury 
Farm Credit Administration 

Discussion 

Approval 

Approval 
Approval 

·No objection (Informally) 
No comment (Informally) . 

Chapter 12 of the Federal Bankruptcy Code (11 U.S.C.) was enacted in 1986 in response 
to the financial problems farmers were experiencing in the early- to mid-1980s. The primary .. 
purpose of this chapter is to give family farmers facing bankruptcy an opportunity to reorganize 
their financial affairs and retain ownership of their property. Chapter)2 was to sunset in 1993, 
but it wa5 extended that year until September 30, 1998. Subsequent extensions kept Chapter 12 
in place until _its expiration on July 1, 2000. Since then, family farmers have been ineligible to . 
receive Chapter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12for.l1. 
months, untilJune 1, 2001. · 

. -,'.; 

,• 

.. 



. . 
Chapter 12 provides special bankruptcy relief to certain family farmers. Under Chapter 

12, eligible family farmers ate permitted to reorgamze their debts pursuant to a repayment plan 
under the supervision ofa bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suitedto 

· meet the particularized needs of family farmers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 and chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter l l (a fomi of bankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter 1 J (bankruptcy relief for 
individuals seeking to reorganize their debts}. Chapter lJ is limited to debtors with less debt 
than pt:;:rmitted under Chapter 12. 

Eligible debtors. Eligibilityfor Chapter 12 relief is available to individuals or married 
couples who meet four requirements: { 1} their aggregate debt cannot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, hqmdated debt (excluding a debt for their 
principal residence) can be attributable to the farming operation; {3}more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to 
make payments under a Chapter l 2 repayment plan. A corporationor partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and: . (1) more than 50 percent of the outstanding 
stock or equity is held by one family; (2) more than 80 percentofthe value of its ass.ets are . 
related to the farming operati~:m; and (3) any stock that is issued is noqraded publicly. 

Conclusion and Recommendations 

. . ' . . ' 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers~ USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The pending bankruptcy bills passed 
by the. House and Senate earlier this year both would make Chapter l'.4 permanent) 

W.J; join Agriculture and Justice in recommertding appro~al ofH.R. 256, which passed the 
House by a vote of 408-2 and the Senate.by unanimous consent. 

Enclosures 

tMi~rJ 
Mitchell E. Daniels, Jr. 
Director •· 

-2'-



Document No. · 
~~---~~ 

WHITE HOUSESTAFFlNG MEMORANDUM 

. Date: 5/8/01 ACTION I CONCURRENCE/ COMMENT DUE BY:. 5/9/01 . COB 
~-~---

. . . 

Subject: ENROLLED BILL H.R 256 .. FAMILY FARMER BANKRUPTCYACT EXTENSION•.· 

ACTION fYI ACTION FYI 

VICE PRESIDENT t/ D IRASTORZA D D 

.CARD 
,,,. 

D JOHNSON ~.'.OlMf!)'l 

HUGH.ES ~ D LA MONTAGNE .·~ D 

ROVE ~ D LINDSEY D 

BOLTEN. ,., D MIERS D D 

HAGIN -'· D RICE D D 

.DANIELS " D D D 

BLAKEMAN D D D D 

CALIO ~·. D D D 

·FLEISCHER r!I' D D D 

GONZALES .. ~ D [] D 

1-fAWKINS ~ D D D 

. . 

REMARKS: . . . .. .· : · • . · .. • .. 
PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY 13Y COB ON 
WEDNESDAY, MAY 9, 2001. THANKYOU .. 

RESPONSE:·. 

.·.··.·• ... •.L ()1. 

Harriet E. Miers 
Assistaht to. the eresident 

ahd Staff Secretary 
Ext.62702 

'AM8:qt) 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, 2001 

THE ootou.EDB~lSHERB 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension 
Sponsors. - Rep. Smith (R) Michigan and 18 cosponsors . 

Last Dayfor Action 

• 
May 14, 2001.-Monday· 

, Purpose 

· Retr9actively reenacts the provisions of the Family Farmer Bankruptcy Act as of July I, . 
· 2000, and extends the Act for ll months, uritilJune I, 200L 

· Agency Recommendations 

Office of Management and Budget 

Department.· of Agiic.ultttre 
Department of Justice . 
Department of the Treasmy 
Fann Credit Administration 

Discussion 

Approval 

Approval 
·Approval 
No objection (Informally) 
No comment (Informally) 

. . . . . . ' . ' . 
. .· . . . . .· 

·Chapter 12.ofthe Federal Bankruptcy Code (1 l U.S.C,) was enacted in1986inresponse 
fo the financial problems farmers were experiencing in the early- to mid~ 1980s. The primary 
purpose ofthis chapteris to give family farmers facing bankruptcy an opportunity to reorganize , 
their financial affairs and retain.ownership of their property. Chapter 12 was to SU11setin 1993, 
·,but it was extended that year until September 30, 1998. Subsequent extensions keptChaptef 12 

· in: place until itsexpiration on July l, 2000. Since then, family farmers have been jpeligibleto 
receive Chapter 12 bankruptcy relief. H.R., 256would retroactively extend Chapter 12 for l l 
months, until June 1, 200 L · 



Chapter 12 provides special bankruptcy relief to certain family farmers. Under Chapter 
12, eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, "the special attributes pf chapter 12 make it better suited to 
meet the particularized needs offamily farmers in financial distress than other forms.of 
bankruptcy relief, such as chapter 11 and chapter 13 .... The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter 13 (bankruptcy relief for 

· individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with less.debt 
than permitted under Chapter 12. 

-

Eligible debtors. Eligibility for Chapter 12 relief is available to individuals or married 
couples who meet/our requirements: (l)their aggregate deht'cannot exceed $1,500,000; (2) not. 
less than 80 percent of their aggregate noncontingent, liquidated debt{ excluding a debt for their 
principal residence) can be attributable to the farming operation; (3) more than 50 percent of their·· 
gross income for the taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to 
make payments under a Chapter 12 repayment plari. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions.that are essentially the same as those 
imposed on individuals and married couples and: (1) more than 50 percent of the outstanding 
stock or equity .is held by one family; (2) more than 80 percent of the value of its assets are 
related to the farming operation; and (3)any stock that is issued is not traded publicly., 

Conclusion and Recommendations 
. . 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The pending.bankruptcy bills passed 
by the House and Senate earlier this year both would make Chapter 12 permanent.) . 

We join Agriculture and Justice in recommending approval of H.R. 256, which passed the 
House by a vote of 408-2 and the Senate by unanimous consent. 

Enclosures 

1M~~tl 
Mitchell E. Daniels, Jr. 
Director 

-2-



,. ;:f" .• 

May TO, 2001 

MR. PRESIDENT: 

Attached please find H~R. 256 
Family Farmer Bankruptcy Act 
Extension. 

OMB, USDA, Justicei the Chief of 
Staff, NEC, and all relevant White 
House offices recommend approval. 

Respectfully,, 

Harriet E. Miers 

LAST DAY FOR ACTION: Mondayr May 14 



EXECUTIVE OFFICE OF THE PRESIDENT 
- -

-. OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, 2001 

MEMORANDUM FOR THE PRESIDENT 
, . . . . 

- -
SUBJECT: Emolled BilFH.R. 256- Family Farmer BankruptcyAct Extension 

Sponsors - Rep. Smith (R) Michigan andl8 cosponsors 

Last Day for Action 

May 14, 2001' - Monday 

Purpose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July l, 
2000, and extends the Act.for 11 months, until June 1, 2001. . -

Agency Recommendations 

Office of Management and Bl1dget 

Department of Agriculture 
D.epartment of Justice 
Department of the Treasury 
Farm Credit Administration 

- Discussion 
) 

Approval 

Approval 
Approval 
No objection (Informally) 
No comment (Informally) 

Chapter 12 of the FederalBankruptcy Code (11 U.S.C.)w~s enacted in 1986in response 
to the finaJ)cial problems farmers were experiencing in the· early- to mid-l 980s. The primary 
purpose ofthis ·chapter is to give family farmers facing bankruptcy an_ opportunity to reorganize 
their financial affairs. and retain ownership of their property._ Chapter 12 was to sun_set in 1993, 
but it was extended that year until September 3 0, 1998. Subsequent extensions kept ·Chapter 12 
inplace until its expiration on Julyl, 2000. Since then, familyfarmers have been ineligible to 

_ receive Cha.pter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12 for 11 
months, until June 1, 2001. 

) 



Chapter 12 provides special bankruptcy relief to certain family farmers. Under Chapter 
12, eligib I e ·family farmers are permitted· to ~eorganize theirde bts. pursuant· to· a repayment p Ian 
under the supervision ofa bankruptcy trustee. According to a 1997 report by the.National 

. Bankruptcy Review Commission, ''the special attributes ofchap'ter 12 make it better suited to 
.meet the particµlarized needs of family (armers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 and chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter H (a form ofbankruptcy generally used to 
reorganize debts of large corporations) and more flexible than· Chapter· 13 · (bankrupt~y relief for . - - . - . 

individuals seeking to reorganize theirdebts} Chapter·l3 islimitedtodebtorswith less debt 
thanpermitted under Chapter 12. 

Eligible debtors. Eligibility for Chapter 12reliefis available to individuals or married 
couples who meet four requirements: (1) their aggregate debt cannotexceed $1,500,000;(2) not 
less thart 80 percent of their aggregate noncontingent, liquidated debt (excluding a debtfortheir 
principal residence) can be attributable to the farming operation; (3) more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from the farmirig 
operation; and (4}their annual income must be sufficiently stableand regular to enable them to 
make payments under a Chapter 12 repayment· plan. A corporatiohor partnership is alSo eligible 

. for Chapter 12 ·relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and: {l) more than 50 percent of the outstanding · 
stock or equity is held by one family; (2)more than 80 percent of the value of its assets are 
related to the farming operation; and {3) anystockthat is issued is not traded publicly. 

Conclusion and Recommendations 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes thatthe protections of chapter 12mustremain 
available while Congress considers permanent extension.'.' (The pending bankruptcy bills passed 
by the House and Senate earlier this year both would make Chapter 12 permanent) 

We join Agriculture and Justice in recommending approval of RR 256, whichpassed the. 
House by a vote of 408.:2 and the Senate by unanimous consent · 

~i~n 
Mitchell E. Daniels; Jr, 

DireCtor 

Enclosures 

-2.,. 



USDA 
iiiii 

United States Department of Agriculture 

MAY 2 200! 

The Honorable Mitchell E. Daniels, Jr. 
Direetor 
Office· of Management and Budget 
Washington, D.C. 20503 

Dear Mr. Daniels: 

Office of the Secretary 
Washington, D.C. 20250 

The Department of Agriculture (USDA) recommends that the President sign the enrolled hill, 
H.R. 256, "To extend for 1 Ladditionalmonths the period fo~ which chapter 12 oftitle 11 of th~ 
United States Code is reenacted." 

This enrolled bill would extend, retroactively, the bankruptcy protections afforded to. family 
farmers and ranchers under chapter 12 of title 18,United StatesCodefor an 11 month period 
beginning on July l, 2000 andending on.June1, 2001. Given the emergencyconditionsfacing 
many farmers and ranchers, USDA believes thatthe protecti9ns of chapter 12 must remain 
available while Congress considers permanent extension. 

~--~-.---------..... AnnM~m~n 
Secretary 

An Equal Opportun)ty Emp[oyer 



I 
! ..... ;· 

' .· ·'· -.... '·. . :- '' ' ' ,. : ' ' ·' : .•. -. ·. · __ 

· .'.·Office ~f~e Assis~tAttOmey ~e~ 

· The Honor'able Mitchell Daniels, .Jr: -·. 
·Director 
Office of Ma.nagement and :Bud.get 

·-.··. Washington~ DC20503 
., ··'. . 

' ' 

Dear Mr. Daniels:_ 
. --.,,. - . 

. . . . , 

' . . ··.,· . 

.. lJ.s.· Department of _Justice · 
' ' 

Office ofLegislative Affairs . 

:.·,·.":, 

~ .... 
:·.': 

',· ... ,. 

May 4, 2001 .·· ''' 

"' .· .. · 

. This responds to yourrequest for the views and_recofilmendatioil of the . . 
· DepartmentofJusticeon enrolled bill H.R, 256,. "[t]o ·extend for· 1:1-additional months 

the periodforwhiCh.chapter 12 of title 11 of the United States Code is reenacted;'~ The 

.·r· .··. 

. Departmenthasnoobjectfori to enactment of this enrolled bill and therefore recommends. 
··. . that' the J:>resicle11t approve it . · · - . - · ·. . · · 

' ' ,· .:. · ... 

. . .·.. . .. . Chapter 12 oftheFederalBankruptcyCode (titleilof the l}nitedStates Code), 
. whiCh expi~ed on July 1, 2000, provided a specialized form ofbankiuptcyrelief to · , . . 
_certain qualifying ''.family farmers.'' H.R; 256 would reenact chapter 12 retroactivelyJor .. · 

.. ,·the period.July·l,. 2000, to June J, 2001. . .· . . . . · · .. · · . 
- ·' . - .. '·'. . ·( - . 

: . ·••· .· ··.Thank.you forthe·opportunity.toprovide ourvie\Vsonthismatter .•• Jf wernaybe -
· ·. 6fadditi0nalassistance,. wetrustthatyouwiU.nothesitate to call upon us .. · · 

. I 

. ,_.· 

'·' 



H.R.256 

<Bnt iA.undrtd ~tl1tnth Q:ongrtss 
of thr 

ilnitrd ~tetrs of 2lmrrice-
AT THE FIRST SESSION 

Begun and held at the City of Washington on Wednesday, 
the third day of January, two thousand and' one 

an act 
To eictend for 11 additional months the period for which chapter 12 oftitle 11 

of the United States Code is reenacted. 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, 
SECTION 1. AMENDMENTS. 

Section 149 of title I of division G of Public Law 105-277,, 
as amended by Public Law 106-5 and Public Law 106"-70, is 
amended- . 

(1) by striking "July 1, 2000" each place it appears and 
inserting "June 1, 2001"; and 

(2) in subsection (a}-
(A} by striking ''September 30, 1999" and inserting 

'.'June 30 2000"· and · 
(B} by strihlng "October 1, 1999" and ins~rting "July 

1,2000". 
SEC. 2. EFFECTIVE DATE . 

. The amendments made by section 1 shall take ·effect on July 
1,2000. 

Vice PFesifient f>r th~ TJr:iited States and . 
. ·.. · . · . ' President of the Senate.( (7) ~t}YZ--· 



H.R.256 .. ··· 

· .. <Bne !tundrrd i'tlltnth ·[ongrrss 
. . of the . . 
· tlnitrd i'tatrs of5lmrrica · 

AT THE FIRST SESSION 
. . 

·.·.Begun and held at the Ciiy o/Wa8hingron on Wedne~day, 
the third day of January, two thou8and and one 

5!n9rt·.····. 
To extend for n · ~dditional months. the period for which chapter 12 of title 11 

. of the United States Code is reenaeted, ··. . . 

Be it.enacted··· by the Senate and House of Representatives of ... 
the United States of America in Congress assembled, · · · 

. ~ . . . . . . 

SECTION 1. AMENDMENTS. ·. .. · .. . . 

Section 149 of title I of division C of.Public Law 105:...277, . 
as amended by Public Law 106-5 and Public L8:w 10~ 70; is 
amended- · · . . ·.·. · . . . ·• 

(1) by striking "July 1; 2000" each place it appears and 
·•·. iriserting "June l; 2001"; and. ·· · 

· (2) in subse.ction (a);- · · . . . . . .. · ·. 
(A) by· striking.· "September ·ao; 1999" and inserting, 

l(June 30, 2000"; and , . . · . 
{B) by striking "October 1, 1999'' and inserting "July 

1, 2000''.. . . . . . . 

SEC. 2. EFFECTIVE DATE. 

The amendments mad~ by section 1 sh~ll take effect on July 1, 2000. . . . . . . . ,. . 

. . 

Vice Preside~tof the United States and 
· · President of the Sena,te. 



( 

. Document No. 

·wHITE HOUSE STAFFING M~MORANDUM 

Date: 5/8/01 . ACTION I CONCURRENCE i COMMENT DUE BY: 5/9/0.1 COB 

. . 

Subject: ENROLLED BILL H.R .. 256 •FAMILY FARMER BANKRUPTCY ACT. E){TENSION ·. 

1 ACTION 

Vl~E PRESIDENT ~C.. ~ . 
CARD ~ ·. fl'i 
HUGHES ·.~ ~ 
ROVE i#'. 
BOLTEN 

HAGIN 

DANIELS 
,'·' 

BLAKEMAN 

· · CALIO .~····· 

ii 
r/ _, 
D 

-'· '.,,, 

FYI 

D 

0 
D 

D 

D 

D 

D 

D 

D 

D ·FLEISCHER 

GONZALES 

HAWKINS 

tJ}c ~ ··o 
··.· .. ~·. D 

ACTION. FYI 

IRASTORZA . El · 
·JOHNSON . v IC. r;/ 
LA MONTAGNE .: . ii' D 

LINDSEY Se<·c~[~ .. · Q 

MIERS 

RICE 

· . . 

D 

D 

[] 

D 

[] 

D 
' 

D 

D 

_.; 

D 
.. 

D 

D 

D 

[] 

[j 

D 

[j 

REMARKS: . ·:··~ 

.. PLEASE FORWARD YOUR COMMENTS TO THE $TAFF SECRETARY BY COB ON 
. WEDNESDAY, MAY 9, 2001. THANK YOU. 

· ~ESPON$E: .· 

,_..· 

' 1 

Harriet E. Miers 
Assistaflt to the President 

·and Staff Secretary 
··. Ext. s2to2 · 

( 
1 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, 2001 

THE ENROLi .ED BILL IS ffBRE 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension 
Sponsors. - Rep. Smith (R) Michigan and 18 cosponsors 

Last Day for Action 

• 
May 14, 2001 - Monday 

Pumose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, 
2000, and extends the Act for 11 months, until June 1, 2001. 

Agency Recommendations 

Office of Management and Budget 

Department of AgriculturP 
Department of Justice 
Department of the TreaslJ 
Farm Credit Administrati 

Discussion 

· Chapter 12 of the Federa 
to the financial problems farmer 
purpose of this chapter is to give 
their financial affairs and retain 
but it was extended that year un1 
in place until its expiration on Jl 
receive Chapter 12 bankruptcy r 
months, until June 1, 2001. 

Approval 

Aooroval 

\ 

Preservation Copy 

• 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND. BUDGET 

WASHINGTON; D.C. 20503 

THE DIRECTOR May 7, 2001 I 

THE ENROLLED ~ILL JS HERB···· 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: ErtrolledBiU H.R. 256 - Family Farmer Bankruptcy Act Extension . 
· Sponsors - Rep. Smith (R) Michigan and 18 cosponsors 

Last Day for Action 
., 

• 
May 14, 2001 - Monday ... 

Purpose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, 
2000, and eX:tends the Act for 11 months, until June 1, 2001. . · . 

Agency Recommendations 

Office ofManagerrient and Budget 

DepartJJ.].ent of Agriculture 
Department ofJustice 
Department of the Treasury 
Farm Credit Administration 

Discussion 

Approval 

Approval 
Approval 
~o objection (Informally) 
No comment (Informally) 

Chapter 12 of the Federal Bankruptcy Code (ll U.S.C.) was enacted in 1986 in response · · 
to the financial problems farmers were experiencing in the early"'tO mid;.1980s .. The primary 
·purpose ofthis chapter is to give·familyfarmers facing bankruptcy an opportunityto reorganize 
their financial affairs and retain ownership of their property. Chapter 12 was to sunset in 1993, 
but it wasextended that year until September 30, 1998. Subsequent extensions kept Chapter l2 
in place until its expiration on July 1, 2000. Since then, family farmers have been ineligible to 
receive Chapter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12 forJl · 

. months, until Jtm,e } , 2001. 

.. 



. Chapter 12 provides special bankruptcy relief to certain family farmers. Under Chapter 
12, eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission,· "the special attributes of chapter 12 make. it better suited to 
meetthe particularized needs of family farmers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 and chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy generally.used to 
reorganize debts of large corporations). and more flexible than Chapter 13 (bankniptcy relief for 
individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with less debt 

· than pen.nitted underChapter 12. · 

Eligible debtors. Eligibility for Chapter 12 relief is available to individuals or married 
couples who meetfour requirements: (l}their aggregate debt cannot exceed $1,500;0QO; (2}not 
less than 80 percentoftheiraggregate nonccmtingent, liquidated debt (excluding a debt fortheir · 

· principal residence) can be. attributable to the farming operation;. (3) more than 50 percent of their . . . 
gross income for the taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable thernio . 
make payments u11der a Chapter 12 repayment plan, A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions thatare essentially the same as those 
imposed on individuals and married couples and: ( 1} more than 50 percent of the outstanding · 
stoc~ or equity is held by one family; (2) more than 80 percent of the value of its assets are 
related to the fartning operation; and (3) any stock that is issued is not traded publicly. 

Conclusion·and Recommendations 

The Department of Agriculture advisesthat "[g]iven the emergency conditions facing. 
rnany farmers and ranchers, USDA believes that the protections of chapter 12 must remain; .. 
available while Congress considers permanent extension.'' (The pending bankruptcy bills passed 
by the House and "Senate earlier this year both would make Chapter 12 permanent.) 

Wejoin Agriculture and Justice in recommending approval ofH.R. 256, which passed the 
House by.a vote of408-2 and the Senate by unanimous consent. 

Enclosures 

~i~fl 
Mitchell E. Daniels, Jr. 
Director 

-2-



Document No. 

WHITEHOUSE STAFFING MEMORANDUM 

Date: 5/B/01 ACTION I CONCURRENCE I COMMENT DUE BY: 5/9/01 COB 

Subject: ENROLLED BILL H.R. 256 - FAMILY FARMER BANKRUPTCY ACT EXTENSION 

ACTION FYI ACTION. .. FYI 

VICE PRESIDENT ~ D IRASTORZA D D 

·cARD -'· D JOHNSON ~· D 

HUGHES ~ D LAMONTAGNE Iii' D 

ROVE' ~ D LINDSEY. ~ D 

BOLTEN. ii D MIERS D D 

HAGIN 
,,, 

D RICE D 0\ 

DANIELS r-' D D D 

BLAKEMAN D D D D 

CALIO '*" D D ·o 
FLEISCHER rt' D D D 

GONZALES r" D D D 

HAWKINS " D D D 

REMARKS: . ·. · •. ·. . . .· · .· · 

PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BY COB ON 
WEDNESDAY, MAY 9, 2001. THANK YOU. · 

RESPONSE: 

Harriet E. Miers 
Assistant to the President 

and.Staff Secretary · 
... Ext. 62702 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

l'HE DI.RECTOR May 7, 2001 

MEMORAN.DUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension 
Sponsors - Rep.' Smith (R) Michigan and 18 cosponsors · 

LastDayJor Action .. 
• 

May 14,2001 - Monday 

Purpose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, 
2000, and extends the Act for 11 months, until June 1, 2001. 

Agency Recommendations 

.Office of Management and Budget 
j 

DepartlTient of Agriculture 
Department of Justice 
Department of the Treasury 
Farm Credit Administration 

Discussion 

Approval 

Approval 
Approval 
No objection (Informally) 
No comment (Informally) 

Chapter 12 of the Federal Bankruptcy Code (ll U.S.C.) was enacted in 1986 in response 
to the financial problems farmers were experiencing in the early- to mid-1980s. The primary 
purpose of this chapter is to give fainily farmers facing bankruptcy an opportunity to reorgani:le 
'their financial affairs and retain ownership of their property. Chapter 12 was to sunset in 1993, 
but it was extended thatyear until September 30, 1998. Subsequent extensions kept Chapter 12 
in place until its expiration on July 1, 2000. Since then, family famiers have been ineligibfe to 
receive Chapter 12 bartlauptcy relief. H.R. 256 would retroactively extend Chapter 12 for ·1 t' 
months, until June· 1, 2001. · 

.... 



Chapter 12 provides special bankruptcy relief to certain family farmers., Under Chapter 
12, eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suited to 
meet the particularized needs of family farmers in financial .distress than other forms of 
bankruptcy relief, such as chapter 11 and chapter 1 J.ii The report describes Chapter 12 as 
typically lesscomplex and expensive than Chapter 11 (a fortl} ofbankruptcy generallyused t.o 
reorganize debts of large corj:iorations) and more flexible than Chapter 13 {bankruptcy relief for 
individuals seeking to reorganize their debts) .. Chapter 1 J is limited to debtors with less debt 
than permitted under Chapter 12. · \ 

Eligible debtors: . Eligibility for Chapter .12 relief is available to individuals or married 
couples who 11Jeet four requirements: (1) their aggregate debt cannot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their . 
principal residence) can be attributable tp the farming operation; (3) more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from.the fai:rning 
operation;. and(4) their annual income must be sufficiently stable and regular to· enable themto 
make payments under a Chapter 12 repayment plan. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and: {1) more than 50 percent of the outstanding 
stock or equity· is held by one family; (2) more than 80 percent of the value of its asset.s are 
related to the farming operation; and (3) any stock that is issued is not traded publicly. 

Conclusion and Recommendations 

The Department of Agriculture advises that"[g]iven the emergency conditions facing 
many famiers and.ranchers, USDAbelieves thatthe protections of chapter 12 musHemain 
available while.Congress considers permanent extension.'·' (The pending bankruptcy bills passed 
. by the House and Senate earlier this year both would make Chapter 12 permanent.) . 

We· join Agriculture and justice in recommending approval of H.R 256, which passed the · 
House by a vote of 408-2 and the Senate by unanimous consent. 

Enclosures 

fMC~rt·· 
Mitchell E: Daniels, Jr. 
Director 

"'2-
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EXECUTIVE OFFICE OF THE PRESIDENT. 
OFFICE OF MANAGEMENT AND 'BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, .2001 
THE ENROUS> BILL IS ffBRE, .. 
' ' ' ' ·,_ , . -

MEMORANDUM FOR THE PRESIDENT 
' 

SUBJECT: , Enrolled BillH.R. 256 ·-' Family Farmer Barikrupfo'y Act Extension 
Sponsors - Rep~Smith (R}MiChigan andJ8 cosponsors 

Last Day for Action 

May 14,.2001-Monday 

Purpose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, 
2000,and extep.ds the Act forll months, until June 1, 2001. . · 

Agency Recommendations 

Office ofManagementand Budget 

Department of Agriculture 
Department of Justice 
Department oftheTreasury 
Farm Credit Administration 

Discussion 

Approval 

Approval 
Approyal -

.·No objection (Infofll1ally) 

. N9·commertt (Inform.ally)· 

Chapter 12 ofthe FederalBankruptcy Code (11 U.S.C.) was enacted ini986 in response· -
to the financial problems farmers were experiencingin the early- to mid-l 980s. The primary 
purpose of this .chapter is to give family farmers facing bankruptcy an opportunity to reorganize 
the.ir financial affairs and retain ownership of their property. Chapter 12 was to-sunset in 1993, 
but it was extended that year until September 30, 1998. Subsequent extensions kept Chapter 12 

· in place until its expiration on July l, 2000. Since then, family farmers have been ineligible to 
receive Chapter12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12for 11 
months, until fone l, 2001. 



Chapter 12 provides special bankruptcy relief to certain family farmers. Under Chapter 
12, eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, ''the special attributes of chapter 12 make it better suited to 
meet the particularized needs of family farmers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 and chapter 13." The report describesChapter 12 as 
typically less complex and expensive than Chapter n (a form of bankruptcy generally \}Sed to 
reorganize debts of large corporations) and more flexible than Chapter 13 (bankruptcy relief for. 
individuals seeki11g to.reorganize their debts). Chapter 13 is limited to debtors with less debt 
than permitted under Chapter 12. · 

Eligible debtors. Eligibility for Chapter 12 relief is available to individuals or married 
couples who meetfourrequirements: (1) their aggregate debt cannot exceed,$1,500,000; (2) not 
less than 80 percentoftheir aggregate noncontingent, liquidated debt (excluding a debt for their. 
principal residence) can be attributable to the farming operation; (3) more than 50 percent of their 
gross income forthe·taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to . 
make paylllents Uf1der a Chapter 12 repayment plan, A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed. on individuals and married couples and: (1) more than50 percent of the outstanding . 
stock or equity is held by one family; (2) more than 80 percent ofthe value of its assets are 
related to the farming operation; and (3) any stock that is issued is not traded publicly. 

Conclusion and Recommendations , 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The pending bankruptcy bills passed 
by the House and Senate earlierthis year both would make Chapter 12 permanent.) 

We join Agriculture and Justice in recommending approval of H.R. 256, which passed the 
House byavote of 408-2. and the Senate by unanimous consent. 

Enclosures 

~~~![ 
Mitchell E. Daniels, Jr. 

·Director 

-2-



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT ANQ BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, 2001 

. 'f'HEENROLLEDBlLLiSHElm 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: .Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension 
Sponsors - Rep. Smith (R) Michigan and 18 cosponsors 

Last Day for Action 

May14, 2001 -Monday 

Purpose 

Retroactively reenacts the provisions of the Family Farmer BankruptcyActa~ ofJulyl, 
2000, and extends the Act for 11 months, until June l, 2001. 

Agency Recommendations 

. Office ofManagementandBudget 

Department of Agriculture 
Department of Justice 
Department of the Treasury 
Farm Credit.Administration 

Discussion . 
(' 

Approval· 

Approval 
Approval 
No objection (Informally) 
No comment (Informally) 

Chapter 12 of the Federal Bankruptcy Code (11 U.S.C.)was enacted i111986 in response 
to the financial problems farmers were experienci~g ill the early- to .mid- l980s. The primary 
purpose of this chapter is to give familyfarmers facing bankruptcy·an opportunityto reorganize 
their financial affairs and retain ownership of their property. Chl;lpter 12 was to sunset in 1993, . 
but it was extended that year until September 30, 1998. Subsequent extensions kept Chapter 12 
in place until its expiration on July 1, 2000. Since then, family farmers have been ineligible to 
receive Chapter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12 for 11 
months, untilJune 1, 2001. 



I. 

I 

Chapter 12 provides special bftnl<ruptcy relief to certain family farmers. Under Chapter 
12, eligible family farmers are permitted to reorganiZe their debts pursuant to a repayment plan 
under.the supervision of a bankruptcy trustee .. According to a 1997 report by th~ National . · 
Bankruptcy Review Commission, "the special attributes of chapter 12 makeit better suited to 
meet the particularized needs of family farmers in financial distress than other forms of 
·bankruptcy relief, such as chapter 11 and chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of banl<ruptcy generally used to 
reorganize debts oflarge corporations) and.more flexible than Chapterl3 (bankruptcy relief for 

· ·individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with less debt 
than permitted under Chapter 12. 

Eligible debtors. Eligibility for Chapter 12 relief is available.to individuals or married 
couples who meet four requirements: {1) the.ir aggregate debt cannot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their· 
principal residence) can be attributable to the farming operation; (3) more thal1 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to· 
make payments under a Chapter 12 repayment plan. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and: (1) more than 50 percent of the outstanding 
stock or equity is. held by one family; (2) more than 80 percent of the value of its assets are 
related to the farming operation; and (3) any stock that is issued is nottraded publicly. 

Conclusion and Recommendations 

The Department ofAgriculture advises that •i[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the .protections of chapter 12 mustremain 
availablewhileCongress considers permanent extension." (The pending bankruptcy bills passed 
by the House and Senate earlier this year both would make Chapter 12 permanent.) 

We join Agriculture and Justice in recommending approval of H.R. 256, which passed the 
House by a vote of408-:2 andthe Senate by unanimous consent. 

Enclosures 

1M.£~f] 
MitcheUE. Daniels, Jr. 
Director 

-2-



Document No. 

WHITE HOUSE STAFFING MEMORANDU.M 

Date: 5/8/01 ACTION I CONCURRENCE I COMMENT QUE BY: 5/9/01 COB 

Subject: ENROLLED BILL H.R: 256 - FAMILY FARMER BANKRUPTCY ACT EXTENSION 

ACTION FYI ACTION FYI 

VICE PRESIDENT i1' D IRASTORZA [] D 

CARD 
_, 

D JOHNSON r~ D 

HUGHES rt#' .D LAMONTAGNE Iii' D 

ROVE· ii' D LINDSEY ~ D 

BOLTEN ii D MIERS D D 

HAGIN 
_, 

D RICE D D 

DANIELS r-' D D [] 

BLAKEMAN· D D D D 

CALIO 
.,. D D D 

FLEISCHER· r!t' D D D 

GONZALES ~ D D D 

HAWKINS: ~ D D D 

REMARKS: 
PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BY COB ON 
WEDNESDAY, MAY 9, 2001. THANK YOU. 

RESPONSE: 

Harriet E. Miers 
Assistant to the President 

·· and Staff Secretary 
Ext. 62702 
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THE DIRECTOR May 7, 2001 

MEMORANDUMFOR THE PRESIDENT 

, SUI3~ECT: EnrolledJ3ill RR:'.~456.:. Fan}ily Fanner Bankruptcy Act Exten.~19n' 
.. ·.· ... Sponscirs/Rep;:Smith.(R)Michiganand.18 cosponsors - · .. ··. .) 

•' : . .. ·. ... ,·,,. 

"-.". 

Last Day for Action . . . • .... ··. 
• . 

' ' . . .. . • 
May 14, 200.1 -Monday 

Purpose 

· Retrbactively ieenac.ts the provisions of the Family Farmer BanlduptcyAct asofJulyl, . 
20QO, and extends the Act for 1 l months, until June 1, 2001. . · . . 

. '. l . . ;,1 

Agenc'y.Recominendations 
':,• 

• I • • • • .. 
Office of Mana~y!Dent and Budget · 

·:..:.,. 
. Approval 

.. ,_ 

.. 

:_·· ·i·,,' 
'; 

r .• ': ;,, • .• 

.. Department .dff;\griculttir¢ . · . 
·· Depariment6fJustj¢e · . 

Approval . · " · 
. Approval' -·· . 

.'.' 

· Departl11eni of th~ Treasury · .·­
Farm Credit Administrat1on ·· 

No objec~ion(infomfally)' 
No co~erit (InfonriaJly)-· " 

Discussion , ·.·, < ; 

··.Chapter 12 of theFeder~l Bankruptcy Code (1 l .lf.~.C.) was enacted in -198.6 :1n<re~ponse. · 
to. the financial problems farmers ·were experiencing in tlie early- to mid- l980s .. The prl~ary, ' 
purpose of t1tis chapter is to give family farmers facing bankruptcy an opportiinity to reorgani~e . ' . 
their financial-affairs and retain ownership-of their property. Chapter 12 was to sunset in1993; · 

.. ·but it·was extended that yearootilSeptemb~r 30, 1998. Subsequent extensions keptChapterf4' -
in place until its expi~ationon Julyl, 2000. Since then, fan:iily farmers have been ineligible to. 

· -receive Chapter 12 bariktiiptcy i;elief · H.R 256 would retroactively ex~end Chapter 12 for 11 . 
months, witil June 1, .2001 .• _ . . . · · · · · · 

'· . 

.:: .. · . 

........ 

·l 

. ,;· :_•: . 

··.· .. 
'·, 

• .. ~/ 

. . ~ ', 
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Chapter 12 provides specialbankruptcy relief to certain family farmers. Under Chapter 
12, eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision ofa bankruptcy trustee. According to a 1.997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suited to 
meet the particularized needs of family farmers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 ··and thapter 13 '." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy generally use.d to 
reorganize debts of farge corporations) and more flexible than Chapter 13 {bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with Ids debt 
than permitted underC:hapter 12. 

I . . 
Eligible debtors. Eligibility for Chapter 12 relief is available to individuals or married 

couples who meet four requirements: (1) their aggregate debt caruiot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principal residence) can be attributable to the farming operation; (3) more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from the farming 
·operation;·and (4) their annual income must be sufficiently stable and regular to enable them to 
make payments under a Chapter 12 repayment plan. A corporation or partnership is also eligible 

· fpr Chapter 12 relief if it meets aggregate debt restrietions that are essentially the same as those 
· imposed on individuals and married couples and: ( 1) more than 50 percent of the outstanding 

stock or equity is held by one family; (2) more than 80 percent of the value of its assets are 
related to the farming oper~tion; and (3) any stock that is issued is nottraded publicly. 

Conclusion and Recommendations 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must re~main 
available while Congress considers permanent extension." (The pending bankruptcy bills passed 

. by the House and Senate earlier this year both would make Chapter .12 permanent.) . . 

We join Agriculture and Justice in recommending approval of H.R. 256, which passed the 
House by a vote of408-2 and the Senate by unanimous consent. 

Enclosures 

1M£~·f[· 
Mitchell E. Daniels, Jr. 
Director 

-2-
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WHITEHOUSE STAFFING l\fEMORANDUM 

Date: 5/8/01 
ACTION/CONCURRENCE/ COMMENT DUE BY:. 5/9/01 ·· COB 

Subject: ENROLLED BILLH.R. 256 ·FAMILY FARMER IBANKRUPTC)'ACT EXTENSION 

~ii!'· 

ACTION FYI ACTION FYI 
. VICE PRESIDENT fl'·. 0 JRASiTORZA .. D 0 , . '\ 

CARD ... ft'' D JOHNSON ~ 0 
HUGHES ~ 0 LAMONTAGNE liP D 
ROVE iii' D LIND.SEY· rJ/' 0 
BOLTEN ill' O· MIERS D D 
HAGIN ~ D RICE 0 0 
DANIELS r ··~ 0 D 0 

u~m 

BLAKEMAN D 0 D 0 
CALIO " D [] 0 
FLE ISCHE1\~! 

.,, 
D D D 

GONZALES .r1' 0 D 0: 
HAWKINS ~·· 

D D 0 

REMARKS: . . .··. . . .·. . . . . . . . . . . . .. . . 
PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BYCOBON 
WEDNESDAY, MAY 9, 2001. THANK YOU. · . ..... . . 
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.. .. .. · Document No . 

WHITE HOUSE STAFFING MEMORANDUM 
·' ;. . . \ . . . ... . . .. ' 

· Date:,· 5/8/0J , .• ···• :. ·. ACTION /CONCURRENCE I COMMEN,T QUE BY: 5/Sf()1 COB . ; .. ·.; ... · 
. !: 

s:ubJect: ENROLLED BILL H:R. 256 '." FAMILY'FARMERBANKRUPTCYACT EXTENSION .. 

,. VICE PRESIDENT: 

CARD 
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PLEASE FORWARD YOUR.C.OMMENTS TO THE STAFF SECRETARY BY co.e·oN ·~:. . . ,. 

· WEDNESDAY, MAY9, 2001~ THANK YOU. . . . . . . . 
. ..' . -.. -",l··, ' . . . ·. .. .. . '· .. 

. : RESPONSE: 
... ·.. ., 

; .. ~ 

....... 

. .. . . ~ ·.'"· .· ·. 

· ..... . 

"' 

.. ·., 

.- ., .. 

·r. ,,' 

·~ ~ .. . 

' .. , ·:· ... · 

Harriet E, Miers . .. . 
Ass.istant to the President 

. . and Staff Secretary , 
. Ext S2702 .. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
' ' 

OFFICE OF MANAGEMENT AND BUDGET' 
'' 

WASHINGTON, .D.C. 20503 

···THE. DIRECTOR ,May 7, 2001 

; ,, ., ' ' . ',',.' -. ' 

Enrolled Bill H,R. 256., Family Farmer Bankruptcy ActExt~n~ion 
~Spoqsors,,.Rep.Smi'th(R) Michigan and 18cosponsors .. 

• 
May 14, 20,01 - Monday 

·Purpose 

Retroactively reenacts the provisions ofthe FamilyFarmerBanKniptcy A,ctas of July 1 
2000, and extends the Act for 1 l months, tintil June 1, 200L . · . . . 

. AgencyRecommendations 

Office of.Mahagemeritand Biidget 
• ; .· ·• ' -' _.· ' ' •< - .>'" 

I)epal'tmem of Agriculture 
Depa11ment of ~ustice 
·oepartmentofthe.Tteasury 
Farm Credit Administration 

·Approval 

Approval· 
'Appr6val 
No9bjection(Infonnally) 
No comment {Informally). 

' . 
C}lapterl2ofthe Federal BanktuptcyCode (l 1 U .S.C.) was enacted jn 1986 in response . 

tothe financial problemsfanhers were experiencing in the early-to mid-1980s. The primary .. · ... · 
purpose of this chapter isto give.family farmersfacinghankruptc;y anopportunitfto reorganize · 
their financia}affairs and retain ownership of their property. Chapter 12 was to srinset iil 1993, 
butit wa5 extended that year untiLSeptemberJO, 1998. Subsequentex~ensionskept Chapter 12 · 
in place until its expiration on July l, 2000; Since then, family fanners haye been ineligibleJo 
receive Chapter 12 bankruptcy relief. H:R 256 would retroactively extend Chapter 12 for I l 
months, iintil June lf200L 



•. 

Chapter12 provides. special bankruptcy relief to certain' family farmers. l] nder Ch~pter 
12, eligible family farmers are permitted to reorganize their debts pufs4Cll1t to a repayment plan· 
under the supervision ofa bankruptcy trustee. According to a 1997 report by the National 
BankruptcyReview COil}lllissiori, ,i'the special aitributes of chaptetl2 make itbetter suited to 

· meet the particularized~rieeds of farriily farmers in financial distress than other forms of 
bankruptcy relief, such as chapter 11 and chapter 13." The report describes 'Chapter 12 as . 

. typically 'ess complexan.d expensive than Chapter l1 (a fonn of bankruptcy generally used to 
, reorganize debts oflarge corporations) Clild more flexible than Chapter 13 (bankruptcy relief for 

individuals seeking to reorganize their debts) .. Chapter 1 J is limited to debtors with less debt. 
than pertl).itted underChapter 12. . .. . 

. Eligible debtors, . Eligibility for Chapter 12 relief is available to individuals or married · 
couples who meet four requirements: (l)their aggregate debt cann()t exceed $1,500,000; (2) not· 
less than 80 pe~cent of their aggregate honcontingent, liquidated debt (excluding a debt fortheit 
principal residence) can be attributable to the farming operation; (J} more than 50 percent of their . 
gros& iric()me for the taxable year in which they file for bankruptcy must come from the farmirtg · ·· 
operation; arid ( 4) their annual income must be .sufficiently stable and regularto enable the,m to 

.·· make payments under a Chapter 12 repayment plan. A ·corporation or partnefshipis also eligible 
. .· •·for Chapter 12 relie:fifit meets aggregate debt restrictions that are essentially the. same as•those 

imposed on individuals and married couples and: ( 1) more than SO percent of the b~tstariding 
stock or equity is held by .one family; (2) more than 80 percent o(tb:e value of its assets are· 

. .·. related. to the farming operation; and (J) any stock that is issued is not traded publicly'. . 

. Conclusion and· ReMmmendations 
... ·· 

..• Th~D~partment ofAgriculture advisesthat ''[g]iven th~ err,iergency conditions facing 
many farmers ~d ranchers, USDA believes that the proteetions ofchapte.r 12 must remain . . 

· . available while Congress considers permanent extension.". (The pending bankruptcy bills pas~ed . 
, .. by the .House and Senate earlier this year both would make Chapter 12 penrianent:) . . .. 

·. W~·joinAgn~tilture and Justice in recommending approval ofH.R .. ·256,·whichpassedthe·'. 
House by a vote of408".2 ·and the Senate by unani.mous consent.. . . · 

, Enclosures 

' l· 

11/t' '··./'!.·.·~.· .' ~. ~" .. ·z: - ·.· .... · ..... ~ .. ·' '. 
. . . . 

.. ' · ... 

Mitchen E. Daniels, Jr .. 
Director ... 
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ROVE 

BOLTEN•.·.·. 

... HAGIN. 
·:.·< 
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WEDNESDAY~ M:~l.Y'g·; 2001. THANKYQU. . ' . . . . . . 
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Document No. 
, , , 

.. WHITEHOUSE STAFFING MEMORANDUM 

Oat~: 5/S/01 ACTION I CONCURRENCE I COMMENT DUE BY: 5/9/01 COB 

Subj~ct: ENRC>Ll..ED BILL H.R. 256 - FAMILY FARMER BANKRUPTCYACTEXTENSION 

ACTION FYI ACTION FYI 

V.ICE PRESIDENT ·-·--~· D IRASTORZA·· D D ,~. 

CARD 
_, .. 

D JOHNSON 
.FL D 

HUGHES ·-~ D LAMONTAGNE . ·Iii' D 

ROVE ~ D LINDSEY r!f'· D 

BOLTEN· 
.,., 

D MIERS D D 

HAGIN 
._,,, 

D RICE ·o D 

DANIELS 
., 

D D D 

BLAKEMAN D D D D 

CALIO ., D D D 

t!I' , , 

FLEISCHER D D D 

GONZALES ~- D D D 

HAWKINS ~ ·D D D 

REMARKS: , · .. · .. . · 

PLEASE FORWARDYOURCOMMENTS TO TH~ STAFF SECRETARY BY COB ON 
WEDNE~DAY, MAY9, 2001. THANK YOU .. 

RE:SPO'f--~SE: 

Harriet E. Miers 
Assistant to the President 
· . and Staff Secretary 

Ext. 62702 



EXECUTIVE OFFICE. OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET · 

'')1 --,,; -' _._ M.-i '! ( c·;,,n o · · ,_ . -· l;:..a_ 11..jf WASHINGTON, D.C; 20503 

THE DIRECTOR May 7, 2001 

THE ENROLi .ED BIU, IS HEIB · 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy. Act Extension 
Sponsors - Rep. Smith (R) Michigan and J8 cosponsors 

Last Day for Action. . • 
· May 14, 2001 - Monday . 

Purpose 

Retroactivelyreenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, 
12000; and extends the Actfor 11 months; until June 1, 2001. 

Agency· Recommendations 

Office of Management and J3udget. 

Department of Agriculture . 
Department of Justice 

· Department ()f the Treasury 
Farm CreditAdministration 

Discussion 

Approval 

Approval 
Approval" 
No objection {Informally) 
No comment (Informally) 

Chapter 12 of the Federal Bankruptcy Code (11 U.S.C.) was enacted in 1986 in response 
· to the financial problems farmers were experiencing in the early- to mid .. l 980s. The primary 
. purpose of this chapter is to give family farmers facing bankruptcy an opportunity to reorganize· 
their financial.affairs and retain ownership of their property. Chapter 12wastosunset inJ991,· 
but it was extended that year until September 30, 1998. Subsequent extensions kept Chapter 12 
in plac~ until its expiration on July 1, 2000. Since then, family farmers h~ve been ineligible to 
receive Chapter 12 bankruptcy relief. · H.R. 256 would retroactively extend ChapterJ 2 for ll . 
months, untilJune 1,2001. 

.. 



·Chapter 12 provides special bankruptcy relitrf to certain family farmers. Under Chapter 
12,eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision of a bankruptcy trustee. According to al997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suited to 
meet. the particularized needs of family farmers in financial distress than other forms of 
bankruptcy re lief, such as chapter 1 J and chapter .13 ." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter 13 (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with less debt 
than permitted under Chapter 12. 

Eligible debtors .. Eligibility for Chapter 12 relief is available to individuals or married··· 
couples who meet four requirements: (1) their aggregate debt cannot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principalresidence) can be attributable to the farming operation; (3)more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcy must come from the farming · 
operation; and (4} their annual income must be sufficiently stable and regular to enable them to · 
make payments under a Chapter 12 repayment plan. A corporation or partnership is al~o eligible . 
for Chapter 12 relief if it meets aggregate debt restrictions that are· essentially the same as those · 
imposed on individuals and married couples and: (1) more than 50 percent of the outstanding 
stock or equity is held by one family; (2) more than 80 percent ofthe 'value of its assets are 
related to the farming operation; and (3) any stock that is issued is' not traded publicly. 

Conclusion and Recommendations 
' 

The Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available whileCongress considers permanent extension." (The pending bankruptcy bills passed 
bythe House and Senate earlier this year both would make Chapter 12 permanent.)· 

' . ·. ; :. 

We joinAgriculttire and Justice in recommending approval ofH.R. 256,which passed the 
House by a vote of408-2 and the Senate by unanimous consent. 

Enclosures 

1Mi~r1 
Mitchell E. Daniels, Jr .. 
Director 

-2-
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE .OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7, 2001 

THE ENROU FDBILLlS HEBE 

MEMORANDUM FOR THE PRESID.ENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Fariner Bankruptcy Act Extension 
Sponsors - Rep. Smith (R) Michigan and 18 cosponsors 

Last Day for Action 

• 
May I.4, 2001 - Monday 

Purpose 

Retroactively reenacts the provisions. of the Family farmer Bankrllptcy Act as of July .1, 
2000, and extendsthe Act for 11 months, until June l, 200L · . . · · 

' . . ' \ 

Agency Recommendations 

Office of Management and Budget. 

' . 

Department of Agriculture 
Department of Justice 

··Department of the Treasury 
Farm Credit Administration 

Discussion 

· Approval 

Approval 
Approval. 

. No objection (Informally) · 
No comment (Informally) 

Chapter l2ofthe Federal Bankruptcy Code (11 U.S. C.} was. enacted in 1986 in response . 
tothe.finaneial problems.fanners were experiencing in the early-to.mid-1980s. The primary 
purpose of this chapter is· to 'give family farmers facing bankruptcy an opportunity to reorganize 
their financial affairs and retain ownership of their property. Chapterl2 was to sunset i.n 1993, . · 
but it was extendedthat year until September 30, 1998. Subsequent extensions kept Chapter 12 
in place until its expiration on July 1~·2000. Since then, family farmers have been ineligible fo 
receive Chapter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12for 11 
months, until J.une l, 2001. . · '· 

'ft . 



. . 
·,,"· .. · 

. Chapter 12 provides .SJ>etial bankruptcy relief to certain family farmers: Upder. Chapter 
. · 12, eligible familyfarmers are permitted toreorganize their debts pursuant t9 a repayment plan. 

under the supervision of a bailkruptcy trustee. Ac<;ording to aJ 997 report by the N·ational 
Bankruptcy Review Commission, "the ·special attributes of chapter 12-make it better suited to 
meet the particularized needs of family farmers in financial. distress than other fonns of ·. 
pankruptcy relief, stich as: chapter 11 and chapterJJ." The report describes ChapterJ1 as · ·' · .. · 

. typically Ids complex and expensive than Chapter 11 (a form of bankruptcy generally used to 
. reorganize debts of large corporations) and more flexible than Chapter 1 J (barlkniptcy relief for . 

.. · individuals seeking to reorganize their debts). Chapter 1 Jis limited to debfors with less debt 
}han permitted under Chapter 12: · . . 

· · ·. · · . Eligible debtors. Eligibility for Chapter 12 relief is~avaff1;tble t6 mdividuals or married ... 
. couples who meet'fourrequirements: (l) their aggregate debtcannotexceed $1;590.000; (2)rtot 

less than 80 percept of their aggregate noncoritingent,. liquidated debt(exch.~ding a debt for their 
.•principal residenc~}can be attributable tp the farming operation; (3) more than 50 percent ofthefr 
gross income for the taxable year.in which they file for bankniptcy must.come from the farming 
operation; and (4)their annual income must be sufficiently stable and regular to· enable thehi to 
make payments under aChapter 12 repayment plan. A corporationdr partnership is also eligible 

· for ChapterJ 2. relief if it meets aggregate debt restrictions that are ess~rttially the same as those 
itnposed ori individualsand married couples and: ( 1 )more than 50 percent ofthe outstanding 
stock or equity is held by one family; (2) more than 80 percent qfthe value of its assets are 
related to the farming operation;' and (3) any stock that is issued is not traded publicly .•. 
·'•. 

· .. Conclusion and Recommendations 

. . .. · , • The I)epartll1enf of Agriculture advises that "[g]iven the ymergency conditions facing 
·many farmers and ranchers, USDA be_lieves that the protections ofchaptetl~ mu~t remain· 
avallaple while Congress consider::; permanent extep.sion.'' (The pending bankruptcy bills passed 

.. by the House·and Senate· earlier this year both. would make Chapter 12 pe~anent.) ·. . 

We join Agriculttire ailcl Justic,e in recommending. approval ofH.R. ~56, which passed the 
, House by a vote of408-2 and tJ?.e Senate by unanimous co.nserit ' · .. ,.. .. ,_.. . 

. · Enclosures 

··,',' ·. 

- ____ · ___ . __ .· _· ___ _ 

: .·. . . . . . ,• ·ri·.' . 
'f1/t?"~.·.···· 

. ._. . . 
. . . 

. MitchellE. baniels,Jr. ·. · 
birector 

.·:"·· 

· .. 

-2;; 

. I . , . . . 

. / . 
' ... 

·\· .... ·' .. ; 

"\. '. 



OFFICE OF THE VICE PRESIDENT 

WASHINGTON 

May 8, 2001 

MEMORANDUM FOR HARRIET MIERS 

FROM: 

SUBJECT: 

NEIL PATEL 
STAFF SECRE !A TO THE VICE PRESIDENT 

Enrolled Bill H.R. 256 - Family Bankruptcy Act 
Extension 

The Office of the Vice President has reviewed the above-referenced 
draft and has no comments. 
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Document No. 

WHITE HOUSE STAFFING MEMORANDUM 

Date: 5/8/01 .ACTION I CONCURRE;NCf: I COMMl:NT DUE BY:.5/9101 COB 

Subject: ENROLLED BILLH.R. 256 - FAMILY FARMER BANKRUPTCYACT EXTENS.ION ·.·· .. ··. 

ACTION FYI ACTION FYI 

VICE P.RESIDENT · ~ D IRASTORZA D D 
~· . <-5 'l;, -

CARD D JOHNSON...,. D 

HUGHES ~· D LA MONTAGNE· 
' 

liiiP' D 

ROVE 
.,. D LINDSEY ·~···· .. . ' D 

BOLTEN :'ii lJ MIERS D o·:. 
HAGIN " D RICE D D 

DANIELS ~· D D Cl 
BLAKEMAN D D D D 

CALIO 
., D 0 D 

FLEISCHER r1" D D 0 
~/ 

,. ' 

GONZALES D [] [] 

HAWKINS 
··~· .. 

D D D 

. REMARKS: . 
PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BY COB ON 
WEDNESDAY;MAY9, 20Q1. THANK YOU, . . . . . . 

RESPONSE:. 

[jLG···· ~<···.· .... ,,, ',. 

'Harriet E. Miers 
Assistant to the President 

~nd StaffSecretary 
Ext. 62702 .. . . 

', 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT. AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR May 7~ 2001 

THE ENROLJ .ED BILL IS HERE 

MEMORANDUM. FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family.Farmer BankruptcyAct Extension 
Sponsors - Rep. Smith (R) Michigan and 18 cosponsors · 

. Last Day forAction . 

• 
May 14, 2001 - Monday · 

Purpose 

Retroactively r~enacts the provisions ofthe Family FarmerBankruptcy Act as of July I, 
2000, and extends the Actfor IL months, until June 1, 200 L 

Agency Recommendations 

Office ofManagement and Budget 

Department· of Agriculture 
Department of Justice 
Department of the Treasuty 
Farm Credit Administration 

· ·Discussion 

.. ·Approval 

Approval 
·Approval 

· No objection(Informally} 
No comment{lnformally) 

Chapter 12 of the FederaLBankruptcy Code (11 U.S.C.) was eµacted irt 1986 in response 
. to the finandalproblemsfarmers were experieneing in the early- to mid .. l980s. The primary 
purpose ofthis chapteristogive family farmers facing bankruptcy an.opportunityto.reorganize 
their financial affairs and retain ownership of their property; Chapter 12 was to sunset in 1993, 
but it wrui extended that year until September 30, 1998 .. Subsequent extensions keptChapter 12 
in place untilits ~xpiration on July l, 2000. Since then, family farmers have been ineligible to . 
receive Chapter 12 baiikruptcy relief. H.R. 256 would retroactively extend Chapter 12 for 11 
montlis, ·until June l , 200 l. 

... 



i • 

• 

Chapter 12 provides special bankruptcy relief to certainfamily farmers; Under Chapter 
12, eligible family farmers are permitted to reorganize their debts pursuant to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12make it better suited to 
meet the particularized needs of family faffilers infinancial.distre~sthan other forms of 
bankruptcy relief,sµch as chapter 11 and chapter 13 .'' The. report desc.ribes Chapter l 2as 
typically less complex and expensive than Chapter 11 (a form or bankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter B (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter l3 is limitedto debtors with less debt 
than permitted un<ler Chapter 12 . 

. Eligible debtors. Eligibility for Chapter 12 relief is· available to individuals or married. 
coupleswho meet fourrequirements: (1) their aggregate debt cannotexceed$l,500,000; (2)not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principal residence}can be attributable to the farming operation:·(3) more than 50 percent of their 
gross income for the taxable year in which they file for bankruptcymustcome from the fafll1ing 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to 
make payments under a Chapter 12 repayment plan. Acorporaticm or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are es.sentially the same as those 

. . . . . .· ( 

imposed on-individuals and married couples and: (l) more than 50 percent of the outstanding 
stock or equity is held by one family; (2) more than 80 percent.ofthe value of its assets are 
related to the farming operation; and (3) any stock that is issued is nottraded publicly. 

Conclusion and Recommendations 

· The Department of Agriculture advises that "[g]iven the emergency conditions facing 
. many farmers arid ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The. pending bankruptcy bills passed. 
by the House and Senate earlier this year both would make Chapter 12 permanent.) 

. We join Agriculture and Justice in recommending approval of H.R. 256, which passed the .. 
·Housebya vote of408-2and the Senate by unanimous consent. 

Enclosures·· 

tMt~f] 
Mitchell E. Daniels, Jr. 
Director 

-2-
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Document No. 

WHITE HOUSE STAFFING MEMORANDUM 

Date: .5/8/01 ACTION I CONCURRENCE l COMMENT DUE BY: Sl9/0t _ COB 
~~-~--

' .... / . 
' -

Subject: ENROLLED BILLRR. 256 -FAMILY FARMER BANKRUPTCY ACT EXTENSION·_ 

ACTION FYI ACTION FYI 

VICE PRESIDENT ~ D IRASTORZA D 'fJ 1 15¥' ·~· 
CARD 

_,_ 
D JOHNSON riL' D 

HUGHES 
., 

D · LA MONTAGNE Iii' '' D 

ROVE ~ 'D ·LINDSEY ·~ D 

BOLTEN ii D MIERS D D 

HAGIN 
,,. 

D RICE D D 

DANIELS ~ D D D 

BLAKEMAN D D D D 

CALIO 7': D D D 
,. rt' D FLEISCHER 

, D D 

GONZALES .r~ D D D 

HAWKINS rf D D D 

REMARKS: ·. · · _ ··- _ . -
PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BYCOBON 
WEDNESDAY, MAY 9, 2001. THANK YOU. 

RESPONSE: 

Harriet E. Miers 
Assistant to the Presicteht · 

and Staff Secretary 
, · Ext. 62702 

C:•f,;(J' "i'·-· ' 
I_: _.i ~ ":f.f f ' 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFIC.E OF MANAGEMENT AND BUDGET 

. WASHINGTON, D.C. 20503 .· 

THE DIRECTOR May 7, 2001 
1'HE ENROLi .ED BILL IS HBIE· 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension 
Sponsors - Rep. Smith (R) Michigan and 18 cosponsors 

Last Day for Action 

• 
May 14, 2001 - Monday 

Pumose 

Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of July 1, 
2000, .and extends the Act for 11 months, until June 1, 2001. 

··Agency Recommendations 

Office of Management and Budget 

Department of Agriculture 
Department of Justice 
Department of the Treasury 
Farm. Credit Administration 

Discussion 

Approval 

Approval 
Approval 
No objection (Informally) 
No comment (Informally) 

Chapter 12 ofthe Federal Bankruptcy Code (11 U.S.C.)was enacted in 1986 in response 
· to the fj.nancial problems farmers were. experiencing in the· early- to mid-1980s.. The primary 
purpose of this chapter is to give family farmers facing bankruptcy an opportunity to reorganize 
their financial affairs and retain ownership of their property. Chapter 12 was to sunset in 1993, 
but it was extended that year until September 30, 1998. Subsequent extension5 kept Chapter 12 . 
in place until its expiration on July 1, 2000. Since then, family farmers have been ineligible to 
receive Chapter 12 bankn.iptcy relief. H.R 256 would retroactively extend Chapter 12 for 1 l 
months, until June 1, 200L 

.. 

\. 



Chapter 12 provides· special bankruptcy relief to certain family farmers.· ... lJ nder Chapter 
. . . . . . . . ·.. . . . . ' \. . . 

· 12, eligible family farmers are. permitted to reorganize their debtspursuant to a repayment plan 
underth.e supervision ofa bankruptcy trustee. According to a 1997 report by.theNational 
Bankruptcy Review Commission, "the special attributes of chapter 12make it better suited to 
·meet the particularized needs of family farmers in financial distress than other forms of 
. bankruptcy relief, such as chapter 11 and chapter 13." ·The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form ofbankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter 13 (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 13is limited to debtors with less debt · 
than permitted under Chapter 12. 

Eligible debtors. Eligil5ility for Chapter 12 relief is available to individuals or married 
couples who meet four requirements: (1) their aggregate debt cannot exceed $1,500,000; {2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principal residence) canbe attributable to the farming operation; (3) more than.SO percent of their 
grossincome for the taxable year in which they fil~ for bankruptcy must come· from the farming 
operat1.· on.; and ( 4) their annual income must be sufficiently stable and regular to enable. them to 
make payments under a Chapter 12 repayment plan.· A corporation or partnership is also eligible 

. for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and: ( 1) more than 50 percent of the outstanding 
stock or equity is held by one family; (2) more than 80 percent of the value of its assets are 
related to the farming operation; and (3) any stock that is issued is not traded publicly. 

Conclusion and Recommendations 

TJ1~ Department of Agriculture advises that "[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The pending bankruptcy bills passed .. 
by the House and S~nate earlier this year both would make Chapter 12 permanent.) 

We join Agriculture and Justice in recohlhlending approvalof H.R. 256, which passed the 
House bya vote of408-2 and the Senate by unanimous consent. 

·7M·t"·~f]··. 

Mitchell E. Daniels, Jr, · 

· Director 

Enclosures 

-'2-



Document No. 

WHITE HOUSE STAFFING MEMORANDUM 

D.ate: 5/8/01 · ACTION I CONCURRENCE I COMMENTDUE BY~ 5/9l01 COB 

' ' ',· ' ' ' ·• ' . ' ' ' ' ' ·.' ' ·.· '() 7i §\if.'·' - - ' 
Subject: ENROLLED BILL H.R. 256 - FAMILY FARMERBANKRUPTCY ACT EXTENSION . .;iy~ A/111J:Jz 

ACTION FYI ACTION FYI 

VICE PRESIDENT rL D IRASTORZA D D 

CARD .··.··~ D JOHNSON ri/ D 

HUGHES .. D LAMONTAGNE il' D 

ROVE 
··~ D LINDSEY r!I' D 

BOLTEN 'ii D MIERS D D 

HAGIN ' rt' D RICE D D 

DAN'IELS ~ D D D 

BLAKEMAN D D D D 

CALIO ···" D D [l 

FLEISCHER ' r!I' ·o D D 

GONZALES wa'(w' [] D D 

HAWKINS ···~· D D D 

REMARKS: . , . . . · . - .. 
PLEASE FORWARD YOUR COMME:NTS TO THE STAFF SECRETARY BY COB ON 
WEDNESDAY, MAY 9, 2001. THANK YOU . 

. RESPONSE: . 

Harriet E. Miers 
Assistant to the President 

and Staff Secretary 
Ext. 62702 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

· WASHINGTON, D.C. 20503 

THE DIRECTOR May7, 2001 

.. THEENROLJ.EDBILLISHEIE 

MEMORANDUM FOR THEPRESIDENT 

SUBJECT.: Enrolled Bill H.R. 256 - Family Farmer Bankruptcy Act Extension. 
Sponsors - Rep. Smith (R) Michigan and 18 cosponsors . 

Last Day for Action 

• 
May 14, 2001 - Monday 

Purpose 

, Retroactively reenacts the provisions of the Family Farmer Bankruptcy Act as of Jul:Y 1, 
2000, and extends the Act for 11 months, until June 1, 2001. 

Agency Recommendations 

Office of Management and Budget 

Department of Agriculture 
. Department of Justice 

Department of the Treasury 
Farm Credit Administration· 

Discussion 

Approval· 

Approval 
Approval 
No objection (Informally) 
No comment (Informally) 

Chapter 12 of the' Federal Bankruptcy Code (11 U;S.C.) was enacted in 1986 in response 
to the financial problems farmers were experiencing in the early- to mid-1980s. The primary 
purpose ofthis chapter is to give family farmers facing bankruptcy an opportunity to reorganize 
their financial affairs and retain ownership of their property. Chapter 12 was to supset inl993, 

· bu,t it was extended that year until September 30, 1998. Sub~equent extensions kept Chapter 12 
in place until its expiration on July 1, 2000. Since then, family farmers have been ineligible to . 
receive Chapter 12 bankruptcy relief. H.R. 256 would retroactively extend Chapter 12 for l \ 
months, until June l, 2001. .. . . 

. .. 



r---

Chapter 12 provides special barikruptcy relief to certain family farmers. Under Chapter 
12, eligibJe,family farmers are permitted to reorganize their debts pursµant to a repayment plan 
under the supervision of a bankruptcy trustee. According to a 1997 report by the National 
Bankruptcy Review Commission, "the special attributes of chapter 12 make it better suited to 

. meet the particularized needs of family farmers in financial distress than o~her forms of 
bankruptcy relief, such as chapter 11 and chapter 13." The report describes Chapter 12 as 
typically less complex and expensive than Chapter 11 (a form of bankruptcy generally used to 
reorganize debts of large corporations) and more flexible than Chapter 13 (bankruptcy relief for 
individuals seeking to reorganize their debts). Chapter 13 is limited to debtors with less debt 
than permitted under Chapter 12. 

Eligible debtors. Eligibility fo~ Chapter 12 relief is avai.lable to indivi.duals or married 
couples who meet four requirements: (l) their aggregate debt cannot exceed $1,500,000; (2) not 
less than 80 percent of their aggregate noncontingent, liquidated debt (excluding a debt for their 
principal residence) can be attributable to the farming operation; (3) more than 50 percent of their . . 

gross income for the taxable year in which they file for bankruptcy must come from the farming 
operation; and ( 4) their annual income must be sufficiently stable and regular to enable them to 
make payments under a Chapter 12 repayment plan. A corporation or partnership is also eligible 
for Chapter 12 relief if it meets aggregate debt restrictions that are essentially the same as those 
imposed on individuals and married couples and: ( 1) more than 50 percent of the outstanding 
stock or equity is held by one family; (2) more than 80 percent of the value of its assets are 
related to the farming operation; and (3) any stock that is issued is not traded publicly. 

Conclusion and Recommendations 

The Department of Agriculture advises that"[g]iven the emergency conditions facing 
many farmers and ranchers, USDA believes that the protections of chapter 12 must remain 
available while Congress considers permanent extension." (The pending bankruptcy bills passed 
by the House and Senate earlier this year both would make Chapter 12 permanent.) 

Wejoin Agriculture and Justice in recommending approval of H.R. 256, which passed the 
House by a vote of 408-2 arid the Senate by unanimous consent. 

Enclosures 

·1Mi~f} 
Mitchell E. Daniels, Jr. 
Director 

-2-



THE WHITE HOUSE 

WASHINGTON, 

May 9, 2001 

MEMORANDUM FOR HARRIET MIERS 

FROM: 

SUBJECT: 

Assistant to the President & Staff Secretary 

DYLAN GLENN . ~·ea. 

Enrolled Bill H.R. 256 

The National Economic Council has reviewed the Enrolled Bill H.R.256 ~the 
Family Farmer Bankruptcy Act Extension and would support the recommendation 
of approval. 

I 

I 
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Document No, · -------

WHITE HOUSE STAFFING MEMORANDUM 

Date: 5/8/01 ACTION I CONCURRENCE I COMMENT oue BY: 5/9/01 COB 
' . •, - - ' '.-' -

Subject: ENROLLED BILL H.R. 256- FAMILY FARMER BANKRUPTCY ACT EXTENSION 

. ACTION FYI ACTION FYI 

VICE PRESIDENT ~ D IRASTORZA 0 D 
CARD .w' D JOHNSON rW'. ·. D 

HUGHES ~ D LAMONTAGNE lil' D 
. ROVE ii' D LINDSEY ----.·~~·. D 

D BOLTEN .··~ ri - ...... -
D HAGI" 

DANIE 

.BLAKE 

CALIO 

FLEISC 

GONZA 

HAWKU 

t-1Jcui .. D 

D 

D 

o· 
D· 

D 

REMARKS: · ...... ·.··· ..... ·... .. .· . .. ·.. . 
PLEASE FORWARD YOUR COMMENTS TO THE STAFF SECRETARY BY. COB ON 
WE[)Nl;SDAY, MAY 9, 2001.. THANK YOU. 

RESPONSE: 

f· 

Harriet E. Miers 
Assistant to. the President 

and Staff Secretary 
· Ext.62702 

. I 

I 

! 
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OF~ICE OF_ MANAGEMENT AND BUDGEf 
•',;: - -- wAs1-t1NciToN.-o.e:~ ~593 _ 

:-··· ... -· ,· -~ .:·. : 

May 1, ~ooi: ·1'ttE&n\OtJF1lfm.L1Sff1111! ... · THE DIRECTOR 

• ... · .-·-_: .··;:: ·' 

· .. ,·. 

MEMORANDUM FOR THE PRESIDENT : . - . ~: . 
:- :. 

- -. ,.-.. · -

SUBJECT: - · 

Pmpose. 

•' ' ·.. .~-:;: .- ~ :. ; ··•· . ' : , .. 
.. ,. .. :-,·.:./':;;,,. 

· -. ;Enrolled Bill t.1.R. · 256 ~ Fattrily }:'aimer'Banlcruptcy Act :E~teli~iori 
_$pcmsors.: Rep. ~mith(R) MichigcinandJ8 cospo~9rs'': ,_" 

- ' 

~' '. ·' .. 

... ':':> 
- ' 

. .';··._; .. 

... ,. 

-~- ' . 

. ; : .: ~ ~· 

.. ·' .. ··. - :· -... :· . :.· __ . :_ .. ::>._;!~.. . -_ .;_ .· .. '.;··· · .. -... - . . . . . .,. . . ··.. > '_, ._;:.,.<: ~:.:_ .. ->-. - . ... : .. , ; :.,.. . . . ·,. 
_.-_Retroactively re·enacts the provisions ohhe Family. Fatiri,er: Bankn,.ptcy Act as of July 1, · -.-

. 2000, and: extends the Ac°t for L1 months~ lintll June l, 200:t - -- - . - - - • 
. ' .. ' ' : : : . ·. ,.. . ' . .. : ., .. _, . . -~ : .• . . . - .. - . ' . '. . - ._" - . : .' 

Agertty Reco~e~da~~m .· 
'. ~-.. - ·~' 

·· . _ Departm.ent ~f Agriculture --
D.epartrnentof iuStic~ _____ _ _ _ 

. O~pafunentofth~treasui-y - -_ 
Fann Credit Administration - -

Discussion · - . .'· ,, ': 

. ~ /. 
.. ':;1··· ' , .- ·.· .. 

" - -: .. ~ 

Approval - · 
__ , 

- , _ _ Approval >>· .. 
· · .Approval - --. -

_ -No objectioit:(lnformally} 
-- )'Ta·c;omroent(Ihfonnally)· •. 

. ' ,\ ... 

'·'· 
'".· • .. ·. 

•. '." i - '-".' 

. -Cl1apter129fth~Fe°dethlBaruuuptcy Code .(ll lJ.S:~d") was en,~ediiil 986inr~~pd~~~ -
\~()-the fin~Cial pr()bl~Iilsfarine.-S were· experiencing in thC. ·eariy~to _mid~l 980,~~ . The primaiy' ·_' -
• pllrpOSe of tms chBptefis to giye family farmers facing b~ptcy an oppornUtlty to reorganize··- . 
their finandal affairs ahd retaiD. ownership of their property'. Chapter 11. \Yas fo silnset in 1993i •_ ~ 
·b~~ it was exten4ed that yearwitil September 30, 199,_8. Subst(que0.t'extcn$i~ns kept·Ch.apter 12.' 

---·-in place until ·its expiration on July l, 2000. Sinee then; fimiilyfail;nersJ1ave been irieligibl~ to -· · 
receiye:: Chapter 12_ hankriiptcy relief. H.R.-256 would retl'oactively: ~xten4: Chapter<li for i.1 -
months; uniilluneJ,_200l> .. -· - · ·· ·· ·''' · · - .. ·---

.. ' ~ -~ ~:. - . .... ~· ··•;: ... - " 

·;.1. 

,,·,':;'·. . ' ·._ .. ·<'' 
.· . .. :.' ·-~ 

.. _,. 
- -, 

- ·:·. ~-. - . 

··.',, 

; . . . . . -~ .. 
·,,,\ 

· .. ,·. 

... _ .. 

.· :,- ·' 

._·.I 
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Ch~pier12provid6s speci~lb~ptcy relief to ce!1afu tamily farmers: Uilder Chap~er ' 
·12; _eligible farnily fanners are permitted to reorganize their· ~ebts .P.ursuaritto a repayment plan '.:. 

· ·. · ··. tinder the supe&ision of a bankruptcy trustee: .. .A;ccording to .a J 997;report. by the National · · · ·' ·· 
Bruikruptcy Re~f e\v· Commission, ~'the• spedar attributes of chapter 12 make it better suited to .. · 

. . . ·meet th~ partfculanzed needs· of fa.nilly fannetsin finan,~ialdistress. than other forms of . ; " 
.· . 'bankruptcyrelief,1.such as chapter 1 l .and chaptc:r ·11." The report describes Chapt¢rl2 a8 . •. ··.··• · 
· typically less colllplex ~9 expensive, than Chapter 11.(aform ofbankrupteygenerally usedtO' · ·. · · 

•· reorganize debts of large corporations) .and more flexible than Chapter. l'l ·(bankruptcy relief fo~ · 
individuals seeking to reorganize theh;.debtS). Chapterll i.s limitecfto (k,btots withless debt . 
than permitted under Chapter 12. · · · ·· · · . · 

. ' ;~. . . '. ~- ... -. -... 

..... · 

EligibltfdebtOrs: .Eligibilit}' for Chapterl 2 relief is available to individuals or married , . , ,,, : .. ·· · 
··dmples who· rrieet f~:ur requirements: (I} their aggregate debt cannot• exceed $1 ;$00,000; (2) '.n9t :· .. ···" 
: less than 80 percentoftheir aggregate riom;ontingent, liquidated debt (excluding, a debt fortheir < .. · . •· ' 

.. · pri,ncipal.resi9ence).canbe.attributa'ble ~o the fanning operation; (3) more thcin.50 perc¢ntofthefr·.·.· .. ::· ··' 
· · , gross income for the. taxable year in Which they file.for banlrnlptcy mustcome. from the famifug· ... · .: ' '." 
< .operation; and ( 4 )their arinual income must' be sufficiently stable and regular to enable thetrt to 0 • . .. 

. ·•·make .·p·ay.ments.· wider a Chapter 12 repayment plan, . A corporation .cir partnership is. also-eligible 
. fof Cru!pter l :Z.. relief if it meets aggregate debt restrictions tha.t are essentially _the same a5' those. . . 
. imposed on ip.diyiduals and married ·couples and: · (1) more than :so petcel).t; of the outSt~ding · . . ) · ... • ... · 

stock or equit)r is held by one family;:(2) mote than 80 percertt of the.value of its 8.SsetS are . 
.. ·· .... relatedtQil}e fafmiI:lgoperation; and(3) any stockthat isissue.dis n9ttraded publicly. · 

·. - .. , 
:' ··,' 

.... c'cincltision and Ileconuliemktio~ 
. . .. '.·. ' . . ' .. . . .·· 

/•.· .. , ". '-···· 

· TheJJepBitmeµt ~f'Agrlculture advisestha(''[g]iven the emerge~cy:con,dition~f~cing'i .· .· 
. •many farmers firl_d rflilchers,: {.JSQA believes that the protectiopg of chapter Ji must ,remain . . .. 
availab\e· while Congfess considerS permaD.ent extension.'', (the. pending bankmptty · bills,passed · ·· ··.• .· · 
by theHouse and Senate.earlier this year both would male~ Chaptef 12 ~ahent.) · · · ... ' · · 

• ' • ••• •• • •• '.• • ' ". ,:· > • '" •·A'-. ', , .·, •. • •; ':.. '·'·.. • 

;~.. • ' .t;, ·'... ·'· .,. ·, 

. Wejoin ~griculfure and .Justice iii ~cottunending approval of ~:.R. 2~§. wliiCh passed the ... 

. House by a vote.:of40~.;2 arid tlie Senate by un~nious consent. , . " · . . . : 

·'······ 
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. . : Mitche~I E~ Dani.els, !r. : · ... 
. ·.·. ·. ' Director .. . . ., 
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· Document No. 

· WHITE HOUSE STAFFING MEMORANDUM 

Date: 5/8/01 ACTION I CONCURRENCE /COMMENT DUE BY: 5/9/01 COB 
-~-~--

Subject: ENROLLED BILL H.R. 256 - FAMILY FARMER BANKRUPTCY ACT EXTENSION· 

-·~.L-; .-~ .. e_.; --~·-PM5.:-2.;·{ 

·ACTION FYI ACTION FYI 

VICE .PRESIDENT a' D IRASTORZA· D D 

CARD 
_, 

D JOHNSON r;/ 0 

HUGHES ~· D LAMONTAGNE Iii' D 

~ ROVE ii': D LINDSEY D 

BOLTEN ii D MIERS D D 

HAGIN ·-' D RICE. D D 

DANIELS ~ D D D 

BLAKEMAN D D D D 

CALIO 
., 

D D D 

FLEISCHER ·.·~. D D D 

GONZALES ~ D D D 

HAWKINS ."· D D D 

REMARKS: . · · .. 
PLEASE FORWARD.YOUR COMMENTS TO THE STAFF SECRETARY BY COB ON·· 
WEDNESDAY, MAY9, 2001. THANKYOU .. 

RESPONSE:· 

Harriet E. Miers 
Assistant to the President 

and Staff Secretary 
.· Ext. 62702 



,..,.----------- ---- ---
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EXECUTIVE OFFICE OF THE PRI::SIDENT . 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D_.C. 40503 

THE DIRECTOR May 7, 200f 

THE ENROLJ FD BILL I.SHERE 

MEMORANDUM FORTHE PRESIDENT 
. . ·. ·. . 

SUBJECT: Eitrollecl Bill H.R.256 - Family FarmerBankruptcyAct Extension 
Sponsors :: Rep. Smith (R) Michigan and 18 cosponsors 

· LastDayforAction_ 

• 
May 14, 200J - Monday · 

Purpose 
. . 

Retroactively reeJ].acts the provisions of the Family Fan:ner Bankruptcy Act as of Jhly 1, . 
2000, and extends the Act for ·11 months, until June 1, 200L · 

Agency Recommendations 

Office ofManagementand Budget·. 

Department of Agriculture 
Department of Justice 
Department ofthe Treasury 
Farm Credit Administration 

Discussion 

Approval. 

Approval 
Approval 
No objection (Informally) 

. No comment (Informally) 

Chapter 12 ofthe Federal Bankruptcy Code (ll U.S.C.)was enacted in 1986 in response 
_to the financial problems farmers were experiencing in the early~ to rnid,.19.80s. The primary 
purpose of this chapter is to give family farmers facing bankruptcy an opportmtlty to reorganize 

. their financial affairs and retain ownership of theirproperty. Chapter 12 was to sunset in 1993, 
but it was extended that year until September30, 1998. Subsequentextensions kept Chapter 12 
in place until its expiration on July 1, 2000. Since then, familyfarmershave been ineligible to 
receive Chapter 12 bankruptcy relief. H.R. ·256 would retroactively extend Chapter 12 for 11 
months, until JuneJ, 2001. ·· 



. . .·. . . . . . . .. ,, . . . . 

. . . . Chapt~r l 2 provides ;~pedal bankruptcy relief to certain family f~ers. Under Chapter 
12, eligibie family fartn:ers>arepeimitted to reorganize their deptspursuantto a. repayment plan 
under the supervision ofa barikruptcy trustee. According to.a 1997 report bythe National 

· Bankruptcy Review Commission, "the special attributes of chapter 12· m:ake it better suited to 
·meet. the particularized needs of family fruiners in financial distress.than other.forms of 
bankruptcy'relief, such as chapter 11 and chapter 13." The report describes Chapt~r 12 as·.· .. 
typically foss complex and expensive than Chapter·. l l (a form of bankrliptcy generally ·used t~ · · 
reorganize debts of large corporations) arid. more. flexible than Ch1:1pter 13. (bankruptcy relief for 
individualS seeking to reorganize their debts). Chapter:13 islimitedtodebtors with less debt 
than permitted µrider Chapter 12. . . · · . . 

. . 

.··Eligible debtors. Eligibility for Chapter 12 relief is available toinclividuals or married 
couples who meet fourrequirements: (1) their aggregate debtcann,ot exceed $1,500,000; (2) not · 

.. less than SQ percent oftheiraggregate noncontingertt, liquidated debt (exeluding a.debt for thefr · 
. principal residen,ce) can be attributable t.o the farming operation; (J) more than 50 perce~tof their.· 

. . gross income foi the. taxable year in which they fiie for bankruptcy must' come from the farming 
... operation; arid (4) their anrtUal income nnist be suffici~ntly stable and regular to enable· them to 

•make payments under a Chapter 12 repayment plan ... ·. A corporatibnor partnership is· also eligible 
. fo.r Chapter 12 reliefifit. meets aggregate debt restrictions thatare essentially the same as.those. 
imposed onindjviduars· and married couples and:. · (I) more than. 5,0 percent of the outstanding 

· stock or equity is held by one family; (2) more than 80 percent of.the value of its assets are 
related to the farihing operation; and (3) any stock that is' issueq is notti:aded publicly. · 

Conclusion and Recommendations 

. .· The Departn\ent ~fAgriculture. advises that"[g]iven the e~ergency .conditi~ns facing· 
manyfarmers and rancl)ers, USDA believes thatthe protections of chapter 12 must remain.. . 

··,··. 

· available while C0ngress.,con,siders. permanent extensio~." .· (I'he. pendingbanJcruptcy' bills passed · · 
· ·.by the House and Senate earlier this year both would make Cha:ptei' ~2 permanent.) 

. . . . 

' We join Agricultm:e and Justice in r~commending appro~al of H.R. 256, which· passed the 
· Hpuse byayote of408~2.and the Senate by unarumous consent 

Enclosures 

:..:. 

",' 

··,~~~.fl···· 
Mitchell E. Daniels, Jr. 
·Director. 
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H.R.256 

<Bnr !tundrrd ~r\1rnth <iongrrss 
of thr 

llnitrd ~tetrs of 5lmrrice 
AT THE FIRST SESSION 

Begun and held at the City of Washington on Wednesday, 
the third day of January, two thousand and one 

5!n 5!ct 
To extend for 11 additional months the period for which chapter 12 of title 11 

of the United States Code is reenacted. 

Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, 
SECTION 1. AMENDMENTS. 

Section 149 of title I of division C of Public Law 105...,.277, 
as amended by Public Law 106-5 and Public Law 106-70, is 
amended-'-

(1), by striking "July 1, 2000" each place it appears and 
inserting "June 1, 2001"; and 

(2) in subsection (a)-
(A) by striking "September 30, 1999" and inserting 

"June 30, 2000"; and 
(B) by striking "October 1, 1999" and inserting "July 

1, 2000". 
SEC. 2. EFFECTIVE DATE. 

The amendments made by section 1 shall take effect on July 
1, 2000. 



May 11, 2001 
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