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§765.207

instrument unless written notice is
provided to the Agency;

(5) The borrower is unable to grad-
uate on any program except for CL;
and

(6) The junior lien will not otherwise
adversely impact the Agency’s finan-
cial interests.

[72 FR 63309, Nov. 8, 2007, as amended at 75
FR 54016, Sept. 3, 2010]

§765.207 Conditions for
agreements.

severance

For loans secured by real estate, a
borrower may request Agency consent
to a severance agreement or similar in-
strument so that future chattel ac-
quired by the borrower will not become
part of the real estate securing the
FLP debt. The Agency will consent to
severance agreements if all of the fol-
lowing conditions are met:

(a) The financing arrangements are
in the financial interest of the Agency
and the borrower;

(b) The transaction will not ad-
versely affect the Agency’s security po-
sition;

(¢c) The borrower is unable to grad-
uate on any program except for CL;

(d) The transaction will not jeop-
ardize the borrower’s ability to pay all
outstanding debts to the Agency and
other creditors; and

(e) The property acquired is con-
sistent with authorized loan purposes.

[72 FR 63309, Nov. 8, 2007, as amended at 75
FR 54016, Sept. 3, 2010]

§§765.208-765.250 [Reserved]

Subpart F—Required Use and
Operation of Agency Security

§765.251 General.

(a) A borrower is required to be the
operator of Agency security in accord-
ance with loan purposes, loan agree-
ments, and security instruments.

(b) A borrower who fails to operate
the security without Agency consent is
in violation of loan agreements and se-
curity instruments.

(c) The Agency will consider a bor-
rower’s request to lease or cease to op-
erate the security as provided in
§§765.2562 and 765.253.

7 CFR Ch. VII (1-1-20 Edition)

§765.252 Lease of security.

(a) Real estate surface leases. The bor-
rower must request prior approval to
lease the surface of real estate secu-
rity. The Agency will approve requests
provided the following conditions are
met:

(1) The lease will not adversely affect
the Agency’s security interest;

(2) The term of consecutive leases for
agricultural purposes does not exceed 3
years, or 5 years if the borrower and
the lessee are related by blood or mar-
riage. The term of surface leases for
farm property no longer in use, such as
old barns, or for nonfarm purposes,
such as wind turbines, communication
towers, or similar installations can be
for any term;

(3) The lease does not contain an op-
tion to purchase; and

(4) The lease does not hinder the fu-
ture operation or success of the farm,
or, if the borrower has ceased to oper-
ate the farm, the requirements speci-
fied in §765.2563 are met; and

(6) The lease and any contracts or
agreements in connection with the
lease must be reviewed and approved
by the Government.

(b) Mineral leases. The borrower must
request Agency consent to lease any
mineral rights used as security for FLP
loans.

(1) For FO loans made from Decem-
ber 23, 1985, to February 7, 2014, and
loans other than FO loans secured by
real estate and made from December
23, 1985, to November 1, 2013, the value
of the mineral rights must have been
included in the original appraisal in
order for the Agency to obtain a secu-
rity interest in any oil, gas, and other
mineral associated with the real estate
security.

(2) For all other loans not covered by
paragraph (b)(1) of this section, the
Agency will obtain a security interest
in any oil, gas, and other mineral on or
under the real estate pledged as collat-
eral in accordance with the applicable
security agreement, regardless of
whether such minerals were included in
the original appraisal.

(3) The Agency may consent to a
mineral lease if the proposed use of the
leased rights will not adversely affect
either:

(i) The Agency’s security interest; or
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