§765.2

§765.2 Abbreviations and definitions.

Abbreviations and definitions for
terms used in this part are provided in
§761.2 of this chapter.

§§765.3-765.50 [Reserved]

Subpart B—Borrowers With Limited
Resource Interest Rate Loans

§765.51 Annual review.

(a) A borrower with limited resource
interest rate loans is required to pro-
vide the Agency annually the oper-
ation’s financial information to deter-
mine if the borrower can afford to pay
a higher interest rate on the loan. The
Agency will review the information
provided in accordance with §761.105 of
this chapter.

(b) If the borrower’s farm operating
plan shows that the debt service mar-
gin exceeds 110 percent, the Agency
will increase the interest rate on the
loans with a limited resource interest
rate until:

(1) A further increase in the interest
rate results in a debt service margin of
less than 110 percent; or

(2) The interest rate is equal to the
interest rate currently in effect for the
type of loan.

(c) Except as provided in paragraph
(d) of this section, the Agency will in-
crease the limited resource interest
rate to the current interest rate for the
type of loan, if the borrower:

(1) Purchases items not planned dur-
ing the term of the loan;

(2) Refuses to submit information the
Agency requests for use in reviewing
the borrower’s financial condition;

(3) Ceases farming, as described in
§765.253; or

(4) Is ineligible due to disqualifica-
tion resulting from Federal crop insur-
ance violation according to 7 CFR part
718.

(d) If the borrower has limited re-
source interest rate loans that are de-
ferred, the Agency will not change the
interest rate during the deferral period.
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§765.52-765.100 [Reserved]

Subpart C—Borrower Graduation

§765.101 Borrower
quirements.

graduation re-

(@) In accordance with the promis-
sory note and security instruments,
the borrower must graduate to another
source of credit if the Agency deter-
mines that:

(1) The borrower has the ability to
obtain credit from other sources; and

(2) Adequate credit is available from
other sources at reasonable rates and
terms.

(b) The Agency may require partial
or full graduation.

(1) In a partial graduation, all FLP
loans of one type (i.e. all chattel loans
or all real estate loans) must be paid in
full by refinancing with other credit
with or without an Agency guarantee.

(2) In a full graduation, all FLP loans
are paid in full by refinancing with
other credit with or without an Agency
guarantee.

(3) A loan made for chattel and real
estate purposes will be categorized ac-
cording to how the majority of the
loan’s funds are expended.

(c) The borrower must submit all in-
formation that the Agency requests in
conjunction with the review of the bor-
rower’s financial condition.

(d) The Agency may provide a bor-
rower’s prospectus to lenders in an at-
tempt to identify sources of non-Agen-
cy credit and assess the lenders’ inter-
est in refinancing the borrower’s loan.
The Agency will notify the borrower
when the borrower’s prospectus is pro-
vided to one or more lenders.

(e) If a lender expresses an interest in
refinancing the borrower’s FLP loan,
the borrower must:

(1) Apply for a loan from the inter-
ested lender within 30 days of notice; or

(2) Seek guaranteed loan assistance
under the market placement program
in accordance with §762.110(g) of this
chapter.

(f) The borrower will be responsible
for any application fees or purchase of
stock in conjunction with graduation.

186



