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Chapter 12: Basics and Eligibility

Chapter 12 is designed for "family far mers" or "family fishermen" with "regular annual income." It enables financially dis-
tressed family far mers and fishermen to propose and carry out a plan to repay all or part of their debts. Under chapter 12,
debtors propose a repayment plan to make installments to creditors over three to five years. Generally, the plan must pro-
vide for payments over three years unless the court approves a longer period "for cause." But unless the plan proposes to
pay 100% of domestic support claims (i.e., child support and alimony) if any exist, it must be for five years and must
include all of the debtor’s disposable income. In no case may a plan provide for payments over a per iod longer than five
years.

In tailoring bankruptcy law to meet the economic realities of family far ming and the family fisherman, chapter 12 eliminates
many of the barriers such debtors would face if seeking to reorganize under either chapter 11 or 13 of the Bankruptcy
Code. For example, chapter 12 is more streamlined, less complicated, and less expensive than chapter 11, which is better
suited to large corporate reorganizations. In addition, few family far mers or fishermen find chapter 13 to be advantageous
because it is designed for wage earners who have smaller debts than those facing family far mers. In chapter 12, Congress
sought to combine the features of the Bankruptcy Code which can provide a framework for successful family far mer and
fisher man reorganizations.

Eligibility for Chapter 12: "Regular Annual Income"

The Bankruptcy Code provides that only a family far mer or family fisherman with "regular annual income" may file a peti-
tion for relief under chapter 12. The purpose of this requirement is to ensure that the debtor’s annual income is sufficiently
stable and regular to permit the debtor to make payments under a chapter 12 plan. But chapter 12 makes allowance for
situations in which family far mers or fishermen have income that is seasonal in nature. Relief under chapter 12 is volun-
tar y, and only the debtor may file a petition under the chapter.

Eligibility: "Family Farmers" and "Family Fishermen"

Under the Bankruptcy Code, "family far mers" and "family fishermen" fall into two categor ies: (1) an individual or individual
and spouse and (2) a corporation or partnership. Far mers or fishermen falling into the first category must meet each of the
following four criter ia as of the date the petition is filed in order to qualify for relief under chapter 12:

1. The individual or husband and wife must be engaged in a far ming operation or a commercial fishing operation.

2. The total debts (secured and unsecured) of the operation must not exceed $3,237,000 (if a far ming operation) or
$1,500,000 (if a commercial fishing operation).

3. If a family far mer, at least 50%, and if family fisherman at least 80%, of the total debts that are fixed in amount
(exclusive of debt for the debtor’s home) must be related to the far ming or commercial fishing operation.

4. More than 50% of the gross income of the individual or the husband and wife for the preceding tax year (or, for family
farmers only, for each of the 2nd and 3rd prior tax years) must have come from the far ming or commercial fishing
operation.

In order for a corporation or partnership to fall within the second category of debtors eligible to file as family far mers or
family fishermen, the corporation or partnership must meet each of the following criter ia as of the date of the filing of the
petition:

1. More than one-half the outstanding stock or equity in the corporation or partnership must be owned by one family or
by one family and its relatives.

2. The family or the family and its relatives must conduct the far ming or commercial fishing operation.

3. More than 80% of the value of the corporate or partnership assets must be related to the far ming or fishing opera-
tion.



4. The total indebtedness of the corporation or partnership must not exceed $3,237,000 (if a far ming operation) or
$1,500,000 (if a commercial fishing operation).

5. At least 50% for a far ming operation or 80% for a fishing operation of the corporation’s or par tnership’s total debts
which are fixed in amount (exclusive of debt for one home occupied by a shareholder) must be related to the far ming
or fishing operation.

6. If the corporation issues stock, the stock cannot be publicly traded.

Eligibility: More Considerations

A debtor cannot file under chapter 12 (or any other chapter) if during the preceding 180 days a prior bankruptcy petition
was dismissed due to the debtor’s willful failure to appear before the court or comply with orders of the court or was volun-
tar ily dismissed after creditors sought relief from the bankruptcy court to recover proper ty upon which they hold liens. In
addition, no individual may be a debtor under chapter 12 or any chapter of the Bankruptcy Code unless he or she has,
within 180 days before filing, received credit counseling from an approved credit counseling agency either in an individual
or group briefing. There are exceptions in emergency situations or where the U.S. trustee (or bankruptcy administrator)1
has determined that there are insufficient approved agencies to provide the required counseling. If a debt management
plan is developed during required credit counseling, it must be filed with the court.



Find a Consumer Protection 

Attorney Near You

Learn More: Tips to Help Protect Your Identity, Protect 

Yourself from Online Auction Fraud, Stolen Identity: 

What to Do

The FindLaw Guide to Online Fraud and Identity Theft

Follow us on

A Thomson Reuters Business

FINDLAW.COM EMPOWERS 

PEOPLE WITH TRUSTED,  

TIMELY AND INTELLIGENT  

LEGAL INFORMATION

BLOGS – FindLaw Blogs present timely news that has 

real-life implications, deliver important information 

and discuss law-related entertainment. 

FINDLAW ANSWERS – A vibrant, interactive online 

community where everyday people can ask legal 

questions and get real-time answers from legal  

professionals and others with similar experiences.

NEWS & NEWSLETTERS – Updated throughout the 

day and night and covering a wide range of legal 

topics, FindLaw.com’s News page presents current 

legal news, keeping people informed and educated.

FIND A LAWYER – An easy-to-search database 

of more than one million lawyers and law firms. It 

provides detailed information, enabling people to 

contact a qualified lawyer when they are ready.

DO-IT-YOURSELF FORMS & CONTRACTS – FindLaw.

com provides accurate legal documents for common 

legal matters. Choose from a library of easy-to-use, 

low-cost, accurate legal forms for everyday legal issues.

FINDLAW VIDEO – On FindLaw.com, you’ll find an 

online directory of more than 1,500 short videos 

dedicated exclusively to legal topics and attorney and  

law firm profiles.   

Connect With Us
FindLaw.com has an entire social media team 

dedicated to providing our users with as many 

options as possible to join, participate in, and learn 

from the FindLaw community. Some of the  social 

key channels are the following:

 

•	 FindLaw for Consumers on Facebook 

Making the law easy to access with interactive 

legal updates aimed at starting conversations, 

informing followers of their legal rights and 

providing a forum for questions and resources 

 

•	 @FindLawConsumer on Twitter 

Tweeting interesting, entertaining and  

informative legal news everyday 

Copyright © 2013 FindLaw, a Thomson Reuters business. All rights reserved. The information 

contained in this article is for informational purposes only and does not constitute legal advice.  

The use and distribution of this article is subject to the Creative Commons BY-NC-ND license, which 

can be viewed at  http://creativecommons.org/licenses/by-nc-nd/3.0/. You must attribute the article by 

providing the title of the article, FindLaw copyright notice and link to the original work. You may not 

use the article for commercial purposes and you may not alter or transform this article in any way.

HAVE A LEGAL QUESTION?

NEED TO FIND AN AFFORDABLE, 

QUALIFIED ATTORNEY?

Protect yourself, your family or  

your business with a legal plan 

or form from LegalStreet

http://consumer.findlaw.com/online-scams/?DCMP=CCX-MG-012
http://findlaw.com?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://legalblogs.findlaw.com/?DCMP=CCX-MG-012
http://answers.findlaw.com?DCMP=CCX-MG-012
http://legalnews.findlaw.com/?DCMP=CCX-MG-012
http://lawyers.findlaw.com?DCMP=CCX-MG-012
http://forms.findlaw.com/?DCMP=CCX-MG-012
http://video.findlaw.com/?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://creativecommons.org/licenses/by-nc-nd/3.0/
http://findlaw.com?DCMP=CCX-MG-012
http://legalstreet.com?DCMP=LS-LPD-001

