Rural Utilities Service, USDA

§1782.10 Audit requirements.

Audits for loans will be required in
accordance with §1780.47 of this chap-
ter. If the borrower becomes delinquent
or is experiencing problems, the serv-
icing official will require an audit or
other documentation deemed necessary
to resolve the delinquency. The provi-
sions of 7 CFR 3052 address audit re-
quirements for recipients of Federal
grants.

§1782.11 Refinancing requirements.

If at any time it appears to the Gov-
ernment that the borrower is able to
refinance the amount of the indebted-
ness then outstanding, in whole or in
part, by obtaining a loan for such pur-
poses from responsible cooperative or
private credit sources, at reasonable
rates and terms, the borrower will,
upon request of the Government, apply
for and accept such loan in sufficient
amount to repay the Government and
will take all such actions as may be re-
quired in connection with such loan.

§1782.12 Sale or exchange of security
property.

A cash sale of all or a portion of a
borrower’s assets or an exchange of se-
curity property may be approved sub-
ject to the conditions set forth in this
section.

(a) Approval conditions. Approval may
be given when the servicing official de-
termines that:

(1) The consideration is for the full
amount of the debt or the present fair
market value as determined by an ap-
praisal completed by a qualified Rural
Development employee or an inde-
pendent appraiser as determined appro-
priate by the approval official;

(2) The sale or exchange will not pre-
vent carrying out the purpose of the
loan;

(3) The remaining property is ade-
quate security for the loan and the
transaction will not adversely affect
the Agency’s security position;

(4) If the property to be sold or ex-
changed will be used for similar pur-
poses that the loan was made, the pur-
chaser will:

(i) Execute Form RD 400-4, ‘‘Assur-
ance Agreement.” The instrument of
conveyance will contain the civil
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rights covenant referenced in 7 CFR
1901.202(e); and

(ii) Provide the Agency with a writ-
ten agreement assuming all rights and
obligations of the original borrower,
and

(5) Proceeds remaining after paying
any reasonable and necessary selling
expenses are to be used for one or more
of the following purposes:

(i) To pay Agency debt, pay on debts
secured by a prior lien, and pay on
debts secured by a parity or subsequent
lien if it is to the Agency’s advantage;

(ii) To purchase or acquire property
more suited to the borrower’s needs,
providing the Agency’s security posi-
tion is maintained; and

(iii) To develop or enlarge the facil-
ity if necessary to improve the bor-
rower’s debt-paying ability, place the
operation on a sounder financial basis,
or further the loan objectives and pur-
poses.

(b) Sale of assets financed with Agency
grants. The requirements for the sale or
disposition of assets financed with
Agency grants are determined by the
terms of the grant agreement, 7 CFR
parts 3015, 3016, and 3019, and E.O. 12803,
as applicable.

(c) Release from liability. If a borrower
can no longer meet the objectives of
the loan, the property may be sold. If
the full amount of the borrower’s debt
is paid or assumed, the State Director
may release the borrower from liabil-
ity.

§1782.13 Transfer of security and as-
sumption of loans.

It is the Agency’s policy to approve
transfers and assumptions to trans-
ferees that will continue the original
purpose of the loan. Assistant Adminis-
trator written concurrence is required
when the transfer exceeds the State Di-
rector’s loan approval authority. The
transfer will be approved in accordance
with the following requirements:

(a) General requirements for transferees.
The fulfillment of the following re-
quirements for transfers will be deter-
mined by the approval official, in his or
her discretion:

(1) The transferees must meet the eli-
gibility requirements of 7 CFR part
1780 and provide the same information
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