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loan and grant programs and jeopardize
the borrower’s ability to repay its
Agency debt.

(b) Responsibility for initiating ac-
tion in response to those actions pro-
hibited by 7 U.S.C. 1926(b) rests with
the borrower.

§1782.15 Mergers and consolidations.

Mergers and consolidations will be
processed the same as a transfer and
assumption, although approvals by the
Agency will give consideration to the
differences under the applicable law re-
garding the type of transaction under
consideration and the unique facts in-
volved in each transaction. Mergers
occur when two or more entities com-
bine in such a manner that only one re-
mains in existence. Consolidations
occur when two or more entities com-
bine to form a new consolidated entity,
and the original entities cease to exist.
In both mergers and consolidations,
the surviving or emerging entity ac-
quires the assets and assumes the li-
abilities of the entity or entities that
ceased to exist.

§1782.16 Defeasance of Agency indebt-
edness.

Defeasance, or amending outstanding
loan instruments and agreements to
permit defeasance of Agency debt in-
struments, is prohibited.

§1782.17 Parity lien.

In order for the Agency to agree to a
parity lien position, the borrower must
submit a written request to the serv-
icing office.

(a) The written request for parity
must contain the following items:

(1) An explanation of the purpose of
the request for parity; amount of loan
for which parity is requested; descrip-
tion of security property; type of secu-
rity instrument; name and address of
financial institution requesting the
transaction; and other information de-
termined necessary by the servicing of-
ficial to evaluate the request.

(2) Current financial statements or
an audit, if available or determined
necessary by the servicing official.

(3) An annual operating budget which
projects income and expenses for a typ-
ical year’s operation. If construction is
involved, the budget must be projected

§1782.17

through the first full year of operation
following completion of the planned
improvements.

(4) A copy of the proposed security
instrument.

(5) A certification from the borrower
that the Agency debt cannot be refi-
nanced at reasonable rates and terms.

(6) An appraisal, when the primary
security is real estate or determined
necessary by the servicing official in
order to determine the adequacy of
loan security or repayment ability.

(7) A certification that any develop-
ment work will comply with subpart C
of part 1780 of this chapter.

(b) Requests for parity must comply
with requirements of paragraph (a) of
this section, requirements as specified
in the bond or loan documents, the re-
quirements as specified in 7 CFR part
1780, subpart D, and as provided in ap-
plicable State law.

(c) If the borrower has met all of the
requirements in paragraphs (a) and (b)
of this section and the proposal is de-
termined to be in the Government’s in-
terest, the Agency will then grant ap-
proval of the borrower’s request for
parity. The following factors will be
considered in assessing whether the re-
quest is in the Government’s interest:

(1) The value of the added assets com-
pared with the amount of new debt to
be secured;

(2) The value of the assets already
pledged under the security documents,
and any effects of the proposed trans-
action on the value of those assets;

(3) The ratio of the total outstanding
debt secured under the security docu-
ments to the value of all assets pledged
as security under the security docu-
ments;

(4) The borrower’s ability to repay its
debt owed to the Government;

(5) The overall financial viability of
the borrower;

(6) The borrower’s current relation-
ship with the Agency (i.e. no defaults
under the loan documents);

(7) Such other factors that may be
relevant in individual cases, as deter-
mined by the Agency.
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