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PART 1955 - PROPERTY MANAGEMENT

Subpart A - Liquidation of Loans Secured by Real Estate
and Acquisition of Real and Chattel Property

§ 1955.1 Purpose.

Thi s subpart del egates authority and prescribes procedures for the
liquidation of loans to individuals and to organizations as identified in
§ 1955.3 of this subpart. It pertains to the Farm Credit prograns of the Farm
Service Agency (FSA), Water and Waste programs of the Rural Uilities Service
(RUS), Multi-Fam ly Housing (MFH) and Community Facility (CF) prograns of the
Rural Housing Service (RHS), and direct programs of the Rural Business-
Cooperative Service (RBS). Guaranteed RBS | oans are |iquidated upon direction
fromthe Deputy Adm nistrator, Business Program RBS. This subpart does not
apply to RHS single fam |y housing loans, or to CF | oans sold wi thout
i nsurance in the private sector. Theses CF loans will be serviced in the
private sector and future revisions to this subpart no | onger apply to such
| oans. (Revised 12-23-96, SPECI AL PN.)

§ 1955.2 Policy.

VWhen it has been determined in accordance with applicable | oan servicing
regul ations that further servicing will not achieve | oan objectives and that
voluntary sale of the property by the borrower, except for Miultiple Famly
Housi ng (MFH) | oans subject to prepaynent restrictions, cannot be
acconpl i shed, the loan(s) will be |iquidated through voluntary conveyance of
the property to the RBS, RHS, RUS, FSA or by foreclosure as outlined in this
subpart. For MFH | oans subject to the prepaynent restrictions, voluntary
iquidation may be acconplished only through voluntary conveyance to RBS, RHS
RUS, and FSA in accordance with applicable portions of § 1955.10 of this
subpart. Nonprogram (NP) | oans, except for Community and Busi ness Prograrns,
will be liquidated as provided in Subpart J of Part 1951 of this chapter
unl ess specifically referenced in this subpart. (Revised 11-12-93,

SPECI AL PN.)

DI STRI BUTI ON: WSDC Account Servi ci ng
Property Managenent

1
(Revi sion 8)
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§ 1955.3 Definitions.
As used in this subpart, the follow ng definitions apply:
Closing agent. An attorney or title insurance conpany which is approved

as a |loan closing agent in accordance with Subpart B of Part 1927 of
this chapter. (Revised 03-31-92, SPECIAL PN.)

CONACT or CONACT property. Property acquired or sold pursuant to the
Consol i dated Farm and Rural Devel opnment Act. Wthin this subpart, it
shall al so be construed to cover property which secured | oans made
pursuant to the Agriculture Credit Act of 1978; the Emergency
Agricultural Credit Adjustnent Act of 1978; the Emergency Agricul tural
Credit Act of 1984; the Food Security Act of 1985; and other statutes
giving agricultural lending authority to the FSA.

Farnmer Program | oans. The term"farner programloans” (FP) refers to
the follow ng types of |oans: Farm Oamnership (FO, Soil and Water (SW,
Recreation (RL), Economic Cpportunity (EOQ, Operating (O.), Emergency
(EM, Econom c Enmergency (EE), Softwood Tinber (ST), and Rural Housing
| oans for farm service buildings (RHF). (Added 04-17-91, SPECI AL PN.)

Government. The United States of Anmerica acting through RBS, RHS, RUS,
and FSA of the U. S. Department of Agriculture.

Honest ead protection. The Farmer Progranms borrower-owner's right to

| ease with an option to purchase the principal residence |ocated on or
off the farmand up to 10 acres of adjoining |and possessed and occupi ed
by the borrower-owner, including a reasonable number of farm

out bui I di ngs | ocated on the adjoining |and that are useful to the
occupants of the honestead.

Interest credit. The terns “interest credit” and “interest credit
assistance,” as they relate to Single Fam |y Housing (SFH) | oans, are

i nterchangeable with the term “paynent assistance.” Payment assistance
is the generic termfor the subsidy provided to eligible SFH borrowers
to reduce nortgage paynents. (Added 10-27-95, SPECI AL PN.)

2
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8§1955.3 (Con.)

Loans to individuals. Farm Omership (FO, Soil and Water (SW,
Recreation (RL), Special Livestock (SL), Econom c Qpportunity (EO,
Qperating (OL), Energency (EM, Econom c Emergency (EE), Softwood Ti nmber
(ST), and Rural Housing | oans fromfarm service buildings (RHF), whether
to individuals or entities, referred to in this subpart Farm Credit
Programs (FCP) |oans; and Land Conservati on and Devel opnent (LCD); and
SFH, including both Sections 502 and 504 | oans. (Revised 10-27-95,
SPECI AL PN.)

Loans to Native Americans. FP loans secured by real estate |ocated

wi thin the boundaries of a federally recogni zed I ndian reservation. The
Native American borrower-owner is defined as the party who pl edged real

estate as collateral for an FP loan and is the tribe or a nenber of the

tribe with control over the reservation. (Added 12-30-93, SPECI AL PN.)

Loans to organi zations. Comunity Facility (CF); Water and Waste

Di sposal (WAD); Association Recreation; Watershed (W5); Resource
Conservation and Devel opment (RC&D); insured Business and |ndustri al
(B& ) both to individuals and groups; Rural Devel opment Loan Fund
(RDLF); Internediary Rel ending Program (1 RP); Nonprofit National
Corporations (NNC); loans to associations for Irrigation and Drai nage
(1&D) and other Soil and Water conservation neasures; |loans to Indian
Tri bes and Tribal Corporations; Shift-in-Land Use (G azing Association);
Econoni ¢ Opportunity Cooperative (ECC); Rural Housing Site (RHS); Rural
Cooperative Housing (RCH); Rural Rental Housing (RRH) and Labor Housi ng
(LH) to both individuals and groups. The housing-type organization
loans identified here are referred to in this subpart collectively as
Mul tiple Fam |y Housing (MFH) | oans.

2A
(Revi sion 2)
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§ 1955.3 (Con.)

Mar ket val ue. The nost probable price which property should bring, as
of a specific date in a conmpetitive and open market, assum ng the buyer
and seller are prudent and know edgeabl e, and the price is not affected
by undue stimulus such as forced sale or |oan interest subsidy.

Nonr ecoverabl e cost. A contractual or noncontractual program | oan cost
expense not chargeable to a borrower, property account, or part of the
| oan subsidy. (Revised 08-05-98 PN 294.)

OGC. The Ofice of General Counsel, U S. Departnent of Agriculture;
refers to the Regional Attorney or Attorney-in-Charge in an OGC field
of fice unl ess otherw se indicated.

Prior lien. A security instrument (such as a nortgage or deed of trust)
or a judgnent which was of public record before the Rural Devel opnent
security instrument(s) as well as real estate taxes or assessnents which
are or will become a lien against the property which is superior to
Rural Devel opnent's security instrument(s).

Recoverabl e cost. A contractual or noncontractual program]loan cost
expense chargeable to a borrower, property account, or part of the |oan
subsidy. (Revised 08-05-98 PN 294.)

Servicing official. For loans to individuals as defined in this
section, the servicing official is the County Supervisor. For insured
B& | oans, the servicing official is the State Director. For RDLF and
I RP, the servicing official is the Director, Business and |Industry
Division. For NNC, the servicing official is the Director, Comrunity
Facility Division. For all other types of |oans, the servicing officia
is the District Director.

§ 1955.4 Redel egation of authority.

Authorities will be redelegated to the extent possible, consistent with
program requi renents and avail abl e resources.

(a) Any authority in this subpart which is specifically provided to the
Admi ni strator or to a Deputy Administrator may only be delegated to a
State Director. The State Director cannot redel egate such authority.
(Revi sed 08-20-97, PN 280.)

3
(Revi sion 3)
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(b) Except as provided in paragraph (a), the State Director is

aut horized to redel egate, in witing, any authority delegated to the
State Director in this subpart to a Program Chief, Program Specialist or
Property Managenent Specialist on the State Ofice staff; except the
authority to approve or disapprove foreclosure as outlined in

§ 1955.15(a)(2) of this subpart may not be redel egated. However, a

dul y-desi gnated Acting State Director nay approve or disapprove
foreclosure. (Revised 2-15-89, PN 102.)

(c) The District Director is authorized to redelegate, in witing, any
authority delegated to the District Director in this subpart to an
Assistant District Director or District Loan Specialist determ ned by
the District Director to be qualified; except the authority to approve
or disapprove foreclosure as outlined in § 1955.15(a)(1) of this subpart
may not be redel egated. However, a duly designated Acting District
Director may approve or di sapprove foreclosure. Authority of District
Directors in this subpart applies to Area | oan Specialists in Al aska and
the Director for the Wstern Pacific Territories.

(d) The County Supervisor is authorized to redelegate, in witing, any
authority del egated to the County Supervisor in this subpart to an

Assi stant County Supervisor, GS-7, or above, deternined by the County
Supervisor to be qualified. Authority of County Supervisors in this
subpart applies to Area | oan Specialists in Al aska and Area Supervisors
in the Western Pacific Territories and American Sanpa.

(e) The nmonetary limtations on acceptance of voluntary conveyance as
provided in 8§ 1955.10(a) of this subpart may not be redel egated froma
hi gher-1level official to a | ower-level official

§ 1955.5 CGeneral actions.

(a) Assignnment of notes to Rural Devel opnent. When liquidation action
is approved and the insured note is not held in the County or District
Ofice, the approval official will request the Finance Ofice to
purchase the note and forward it to the appropriate office. Voluntary
conveyance may be cl osed pendi ng receipt of the note(s), and foreclosure
may al so be processed pending receipt of the note(s), unless the
original note is required in connection with the foreclosure action

(b) Execution of docunents.

(1) After liquidation of loans to individuals has been approved by
the appropriate official, the County Supervisor is authorized to
execute all necessary forns and docunents except notices of
acceleration required to conplete transactions covered by this
subpart.

4
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(2) After liquidation of Ioans to organi zati ons has been approved
by the appropriate official, the District Director is authorized to
execute all fornms and documents for conpletion of the |iquidation
except:

(i) Notices of acceleration; or

4A
(Added 08-05-98, PN 294)

(10-14-88) SPECI AL PN



RD | nstruction 1955-A
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(ii) Oher forns or documents which specifically requires
State or National Ofice approval because of nmonetary limts or
policy statement established el sewhere in this subpart.

(c¢) Unused | oan funds.

(1) Funds remaining in a supervised bank account will be handled in
accordance with 8§ 1902. 15 of Subpart A of Part 1902 of this chapter
before a voluntary conveyance or foreclosure is processed.

(2) Funds remmining in a construction or other account will be
applied to the borrower's Rural Devel opment account.

(d) Paynent of costs. Costs related to liquidation of a | oan or
acqui sition of property will be paid according to RD

Instruction 2024-A as either a recoverabl e or nonrecoverabl e cost as
defined in § 1955.3 of this subpart. (Revised 08-13-92, SPECI AL PN.)

(e) Escrow funds. Any funds remamining in the borrower's escrow account
at the tinme of liquidation by voluntary conveyance or foreclosure are
nonr ef undabl e and will be credited to the borrower's |oan account.
(Added 03-25-91, SPECI AL PN.)

88 1955.6 - 1955.8 [Reserved]

§ 1955.9 Requirenents for voluntary conveyance of real property | ocated
within a federally recogni zed | ndi an reservati on owned by a Native Anerican
borrower-owner. (Added 12-30-93, SPECI AL PN.)

(a) The borrower-owner is a nenber of the tribe that has jurisdiction
over the reservation in which the real property is located. An Indian
tribe may al so nmeet the borrower-owner criterion if it is indebted for
Farm Credit Prograns | oans.

(b) A voluntary conveyance will be accepted only after al
preacqui sition primary and preservation servicing actions have been
considered in accordance with Subpart S of Part 1951 of this chapter

(c) Wen all servicing actions have been consi dered under Subpart S of
Part 1951 of this chapter and a positive outcome cannot be achi eved, the
foll owi ng additional actions are to be taken: (Revised 08-20-97,

PN 280.)
(1) The county official will notify the Native Anerican borrower-
owner and the tribe by certified mail, return receipt requested, and
by regular mail if the certified mail is not received, that:
5
(Revi sion 6)
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(2)
FSA,

(i) The borrower-owner may convey the real estate security to
FSA and FSA will consider acceptance of the property into
i nventory in accordance wth paragraph (d) of this section

(ii) The borrower-owner must informFSA within 60 days from
recei pt of this notice of the borrower-owner's decision to deed
the property to FSA;

(iii) The borrower-owner has the opportunity to consult with
the Indian tribe that has jurisdiction over the reservation in
which the real property is |located, or counsel, to determine if
State or tribal |law provides rights and protections that are
nore beneficial than those provided the borrower-owner under
Agency regul ati ons;

If the borrower-owner does not voluntarily deed the property to
not later than 30 days before the forecl osure sale, FSA shal

provide the Native Anerican borrower-owner with the foll ow ng
options:

(i) The Native American borrower-owner may require FSA to
assign the loan and security instrunents to the Secretary of
the Interior. |If the Secretary of the Interior agrees to such
an assignnent, FSA will be released fromall further
responsibility for collection of any amounts with regard to the
| oans secured by the real property.

(ii) The Native Anerican borrower-owner nmay require FSA to
conplete a transfer and assunption of the loan to the tribe
havi ng jurisdiction over the reservation in which the rea
property is located if the tribe agrees to the assumption. |If
the tribe assunes the |oans, the follow ng actions shall occur

(A) FSA shall not foreclose the | oan because of any
default that occurred before the date of the assunption.

(B) The assuned | oan shall be for the | esser of the
out standi ng principal and interest of the | oan or the
fair market value of the property as determ ned by an
appr ai sal

(C The assuned |loan shall be treated as though it is a
regul ar Indian Land Acqui sition Loan made in accordance
with Subpart N of Part 1823.

6
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(d)

RD | nstruction 1955-A
) (Con.)

(3) If a Native Anerican borrower-owner does not voluntarily convey
the real property to FSA, not less than 30 days before a foreclosure
sale of the property, FSA shall provide witten notice to the |Indian
tribe that has jurisdiction over the reservation in which the rea
property is located of the follow ng:

(i) The sale;
(ii) The fair market value of the property; and

(iii) The ability of the Native American borrower-owner to
require the assignnent of the loan and security instrunents
either to the Secretary of the Interior or assunption by the
tribe (and the consequences of either action) as provided
above.

(4) FSA shall accept the offer of voluntary conveyance of the
property unl ess a hazardous substance, as defined in the

Conpr ehensi ve Environmental Response, Conpensation, and Liability
Act of 1980, is located on the property and will require FSA to take
renedi al action to protect human health or the environment if the
property is taken into inventory. |In this case, a voluntary
conveyance will be accepted only if FSA determines that it is in the
best interests of the Governnent to acquire title to the property.

VWhen determ ning whether to accept a voluntary conveyance of an

Native American borrower-owner's real property, the county official mnust

consi

(10- 14- 88)

der:

(1) The cost of cleaning or mtigating the effects if a hazardous
substance is found on the property. A deduction equal to the anpunt
of the cost of hazardous waste clean-up will be made to the fair

mar ket val ue of the property to determine if it is in the best
interest of the Government to accept title to the property. FSA
will accept the property if clear title can be obtained and if the
val ue of the property after renoval of hazardous substances exceeds
t he cost of hazardous waste cl ean-up

(2) If the property is located within the boundaries of a federally
recogni zed I ndian reservation, and is owned by a nenmber of the tribe
with jurisdiction over the reservation, FSAwll credit the Native
Aneri can borrower-owner's account based on the fair narket val ue of
the property or the FSA debt against the property, whichever is
greater.

6A
(Revi sion 3)
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§ 1955.10 Voluntary conveyance of real property by the borrower to the
Gover nient .

Vol untary conveyance is a method of |iquidation by which title to

security is transferred to the Governnment. Rural Devel opment will not make a
demand on a borrower to voluntarily convey. |If there is equity in the
property, Rural Devel opnent shoul d advise the borrower, in witing, that there
is equity in the property before accepting an offer to voluntarily convey. |If
Rur al Devel opnent receives an offer of voluntary conveyance, acceptance shoul d
only be considered when the government will likely receive a recovery on its
investment. In cases where there are outstanding liens, a full assessnent

shoul d be made of the debts against the property conpared to the current

mar ket val ue. Rural Devel opnent shoul d refuse the voluntary conveyance if the
Rural Devel opnent |ien has neither present nor prospective value or recovery
of the value would be unlikely or unecononical. Instead, for loans to

i ndi vidual s, Rural Devel opnent should release its lien as valueless in
accordance with § 1965.25(d) of Subpart A of Part 1965 of this chapter or

8§ 1965.118(c) of Subpart C of Part 1965, as appropriate. For non-FP
borrowers, a voluntary conveyance should only be considered after al
avai |l abl e servicing actions outlined in the respective servicing regul ations
have been used or considered and it is determ ned that the borrower will not
be successful. For FP borrowers, if the borrower has not received Exhibit A
with Attachnments 1 and 2 of Subpart S of Part 1951 of this chapter, a

vol untary conveyance shoul d be accepted only after the borrower has been sent
Exhibit Awith Attachnments 1 and 2 of Subpart S of Part 1951 of this chapter
all available servicing actions outlined in the respective program servicing
regul ati ons have been used or considered; and it will be in the Governnent's
best financial interest to accept the FP voluntary conveyance. Exhibit G of
this subpart will be used to determ ne whether or not to accept an FP

vol untary conveyance. |In determining if the acceptance of the FP voluntary
conveyance is in the best financial interest of the Government, the County
Supervisor will determine if the borrower has exhausted all possibilities of
restructuring the loan to where a feasible plan of operation may be devel oped,
the borrower has acted in good faith in trying to service the debt and Rura
Devel opnent may recover its investnent in return for the acceptance of the

vol untary conveyance. |In addition, prior to acceptance of a voluntary
conveyance of farmreal property that collateralizes an FP | oan, the County
Supervisor will rem nd the borrower-owner of possible deed restrictions and

easenents that may be placed on the property in the event the property
contai ns wetlands and floodpl ains, historic sites and/or other federally
protected environmental resources as set forth in Exhibit M of Subpart G of
Part 1940 of this chapter and 8§ 1955.137 of Subpart C of this Part. Wen it
is determned that all conditions of § 1951.558(b) of Subpart L of Part 1951
of this chapter have been nmet, |oans for unauthorized assistance will be

6B
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treated as authorized [oans and Exhibit A with Attachments 1 and 2 of

Subpart S of Part 1951 of this chapter will be sent prior to accepting a

vol untary conveyance. Those borrowers who are indebted for nonprogram (NP)

| oans who wi sh to voluntarily convey property will not be sent Exhibit Awth
Attachments 1 and 2 of Subpart S of Part 1951 of this chapter. For Farner
Program borrowers who have received Exhibit Awith Attachnents 1 and 2 of
Subpart S of Part 1951 of this chapter, a voluntary conveyance should only be
accepted when it is determined to be in the Government's best financia
interest. Rejection of an offer of voluntary conveyance nade before or after
accel eration froman FP borrower is appeal able. For borrowers having both FP
and non-FP | oans secured by a farmtract, a voluntary conveyance shoul d be
handl ed as outlined above for non-FP | oans secured by farmtracts, except that
t he applicable servicing option for the FP and non-FP | oans shoul d be

consi dered separately. This separation of servicing options may permt a
borrower to retain the non-farmtract. For newy constructed SFH properties
with maj or construction defects, see Subpart F of Part 1924 of this chapter
(Revi sed 12-30-93, SPECI AL PN.)

(a) Authority.

(1) Loans to individuals.

(i) SFH loans. The County Supervisor is authorized to accept
vol untary conveyances regardl ess of anpunt of indebtedness.

(ii) FLP Loans. The servicing official is authorized to
accept voluntary conveyance of property secured by Farm Loan
Program |l oans if the total indebtedness against the property
i ncluding prior and junior liens, does not exceed his/her
approval authority for the type of loan (or conbination of
types) involved in accordance with FSA handbook 1-FLP. The
State Executive Director is authorized to approve voluntary
conveyance regardl ess of amount of indebtedness.

(Revi sed- 05-16-01, PN 332.)

6C
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(2) Loans to organizations.

(i) The State Director is authorized to approve vol untary
conveyance of property securing Farnmer Program and EOC | oans
regardl ess of anpunt of indebtedness.

(ii) The State Director is authorized to approve voluntary
conveyance of property securing MFH loans if the tota

i ndebt edness agai nst the property, including prior and junior
liens, does not exceed his/her approval authority for the type
| oan involved. Loan approval authorities are outlined in

Exhi bits A through E of RD Instruction 1901-A (available in any
Rural Devel opnent O fice).

(iii) Ofers to convey property securing |oans other than
those outlined in paragraphs (a)(2)(i) and (ii) of this section
will be subnmitted to the Administrator for approval prior to
acceptance of the conveyance offer. Subm ssions will include
the case file; OGC s opinion on settling any other liens

i nvol ved; a statement of essential facts; and recommendati ons
of the State Director and Program Chief. Subm ssions are to be
addressed to the Administrator, ATTN:. (appropriate program

di vi si on.)

(b) Fornms _and docunents. All fornms and documents in connection with
vol untary conveyance will be prepared and distributed in accordance with
the respective FM or applicable OGC instructions. For loans to

i ndi vi dual s when the County Supervisor has approval authority, the facts
wi Il be documented in the running record of the borrower's case file.

For all other loans, the servicing official will submit the voluntary
conveyance offer, the case file and an narrative report to the
appropriate approval offici al

(c) Liens against the property other than Rural Devel oprment liens.

(1) Prior liens.
(i) The approval official will determ ne whether or not prior

liens will be paid. Normally, the Governnent will pay prior
liens in full prior to acquisition if:

(10-14-88) SPECI AL PN
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wi | |

(A) A substantial recovery in the Governnent's investnent
plus the anobunt of the prior lien(s) can be obtained; and

(B) The holder of the prior lien(s) objects to the
CGovernment accepting voluntary conveyance subject to the
prior lien(s), if consent of the prior lienholder(s) is
required.

(ii) If property is acquired subject to prior lien(s), payment
of installments on the lien(s) may be nade while title to the
property is held by the Government in accordance with 81955. 67
of Subpart B of Part 1955 of this chapter.

(2) Junior liens. The borrower must satisfy junior liens on the
property (except Rural Devel oprment |iens) and pay real estate taxes
or assessnents which are or will become a lien on the property
However, if the borrower is unable or unwilling to do so, settlenent
of the Iiens may be nade by Rural Devel opnent if settlement would be
in the best interest of the Governnent, considering all factors such
as length of tinme required to forecl ose, vandalism or other
deterioration of the property which nmight occur, and effect on
management of a MFH project and its tenants. An Rural Devel opnent
official will contact junior lienholders, negotiate the nopst
favorabl e settl enment possible, and determ ne whether it is in the
Government's best interest to settle the junior liens and accept the
vol untary conveyance.

(i) For loans to individuals, the approval official is

aut horized to settle junior liens in the smallest anpunt
possi bl e, but not to exceed an aggregate amount of $1,000 in ea
ch SFH case or $5,000 for other type loans. For junior liens
in greater ampunts when the approval official is the County
Supervisor or District Director, prior authorization rmust be
obtained fromthe State Director

(ii) For loans to organizations, the State Director will deter
nm ne whether or not junior liens will be settled and voluntary
conveyance accept ed.

(3) Paynent of liens. Alien to be settled in accordance with
paragraphs (c)(l1)(i) or (c)(2) of this section will be paid as
outlined in 81955.5(d) of this subpart and charged to the borrower's
account as a recoverabl e cost

O fer of voluntary conveyance. An offer of voluntary conveyance
consi st of the foll ow ng:
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(1) FormRD 1955-1, "Offer to Convey Security."

(2) Warranty Deed, or other deed approved by OGC to conmply with
State laws. The deed will not be recorded until it is deterni ned
the voluntary conveyance will be accepted. At the tine of the

of fer, the borrowers will be informed that the conveyance will not
be accepted until the property has been apprai sed and a lien search
has been obtained. |If the voluntary conveyance is not accepted, the
deed and Form RD 1955-1, properly executed, will be returned to the
borrower along with a menmorandum stating the reason(s) for non-
accept ance.

(3) A current financial statement containing information sinilar to
that required to conplete Fornms RD 410-1, "Application for RD
Services" or RD 442-3, "Bal ance Sheet," and informati on on present

i ncome and potential earning ability. Exception for SFH | oans: RD
requi res a budget and/or financial statement and, if necessary to

di scover suspected undi scl osed assets, a search of public records,
only when the value of the security property may be | ess than the
debt. (Revised 02-13-92, SPECI AL PN.)

(4) For organization borrowers, a duly-adopted Resolution by the
governi ng body authorizing the conveyance and certified by the
attesting official with the corporate seal affixed. The Resol ution
wi Il indicate which officials are authorized to execute the offer to
convey and the deed on behal f of the borrower. |[If sharehol der
approval is necessary, the Resolution will specifically recite that
shar ehol der approval has been obtai ned.

(5) If water rights, mineral rights, developnment rights, or other
use rights are not fully covered in the deed, the advice of OGC wll
be obtai ned and appropriate docunments to transfer rights to the
Government will be obtained before the voluntary conveyance is
accepted. The docurments will be recorded, if necessary, in
connection with closing the conveyance.

(6) |If property is under |ease, an assignment of the |ease to the

CGovernment will be obtained with the effective date being the date
the voluntary conveyance is closed. |If an oral lease is in force,
it will be reduced to witing and assigned to the Government.

(7) The borrower nmay be required to provide a title insurance
policy or final title opinion froma designated attorney when

9
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the State Director determines it is necessary to protect the
CGovernment's interest. Such title insurance policy or final title
opinion will showtitle vested to the Governnment subject only to
exceptions and |iens approved by the County Supervi sor

(8) Farmer program | oan borrowers who voluntarily convey after
recei ving the appropriate | oan servicing notice(s) contained in the
attachments of Exhibit A of Subpart S of Part 1951 of this chapter
must properly conplete the acknow edgement formsent with the

noti ce.

(9) For MH I oans, assignnent of Housing Assistance Payment (HAP)
Contracts will be obtained. Rental Assistance will be retained
until the State Director is advised by OGC that RD has title to the
property, but may be suspended while the conveyance is pendi ng
according to Exhibit E of Subpart C of Part 1930 of this chapter

(e) Appraisal of property. After an offer of voluntary conveyance, but
bef ore acceptance by RD, an appraisal of the property will be nade to
establish the current market value of the property. |If a qualified RD
apprai ser is not available to appraise property securing a | oan other
than MFH, the State Director may obtain an appraisal froma qualified
apprai ser outside RD in accordance with RD Instruction 2024-A (avail abl e
in any RD office). For property securing M-H, prior authorization nust
be obtained by the Assistant Administrator, Housing, to secure an

apprai sal froma source outside RD. For property securing FP | oans, the
contract appraiser rmust conplete the appraisal in accordance with FSA
Handbook 1-FLP for Farmer Program property, or Subpart C of Part 1922 of
this chapter, for Single Fanmily Housing property. Also, the appraiser
nmust neet at | east one of the follow ng qualifications: (Revised

04-19- 00, PN 319.)

(1) Certification by a National or State Appraisal Society.

(2) If acertified appraiser is not avail able, the appraiser nmay be
one who neets the criteria certification in a National or State
Appr ai sal Soci ety.

(3) The appraiser has recent, relevant apprai sal experience or
training, or other factors clearly establishing the appraiser's
qual i fications.

(f) Processing offer to convey security and acceptance by RD. If a

borrower has both SFH and other type | oans, the portion of this

par agraph dealing with the loan(s) other than SFH will be foll owed.
10
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(1) SFH loans. Rural Devel opment does not solicit or encourage
conveyance of SFH security property to the Governnent and wll
consider a borrower's offer to convey by deed in lieu of foreclosure
only after the debt is accelerated and when it is in the
CGovernment's interest. Upon receipt of an offer to convey, the
servicing official will rem nd the borrower of provisions for

vol untary liquidation under 7 CFR part 3550 and the consequences of
a conveyance by deed in lieu of foreclosure as follows: Al costs
related to the conveyance which Rural Devel opment pays will be added
to the debt; a credit equal to the market value of the property, as
det erm ned by Rural Devel opnent, less prior liens, will be applied
to the debt; and if the credit does not satisfy the debt, the
borrower will not automatically be released of liability. The
unsatisfied debt, after acceleration under 8§ 1955.10(h)(5) of this
subpart, may be settled according to Subpart B of Part 1956 of this
chapter; however, a deficiency judgnent will not be pursued when the
borrower was granted a noratoriumif the borrower faithfully tried
to neet |oan obligations. The conveyance is processed as foll ows:
(Revi sed 01-23-03, SPECI AL PN.)

(1) Bef ore accepting the offer, the County Supervisor wll
transmit the deed to a closing agent requesting a title search
covering the period of tine since the latest title opinion in
the case file. The sane agent who cl osed the | oan should be

used, if possible; otherwi se one will be selected fromthe
10A
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approved list of closing agents, taking care that cases are
distributed fairly anbng approved agents. The cl osing agent
may be instructed that the County Supervisor considers the
vol untary conveyance offer conditionally approved, and the
cl osing agent may record the deed after the title search if
there are no liens against the property other than

(A) The Consolidated Farm Service Agency (CFSA) lien(s);

(B) Prior liens when CFSA has advi sed the cl osing agent
that title will be taken subject to the prior lien(s) or
has told the closing agent that the prior lien(s) will be
handl ed i n accordance with § 1955.10(c)(1) of this
subpart; and/or

(C Real estate taxes and/or assessnents which rmust be
paid when title to the property is transferred.

(ii) If junior liens are discovered, the closing agent will be
requested to provide CFSA with the lienhol der's nanme, anount of
lien, date recorded, and the recording information (recording
of fice, book and page), return the unrecorded deed to CFSA, and
await further instruction from CSFA. In such cases, the County
Supervisor will proceed in accordance with § 1955.10(c)(2) of
this subpart. |f agreement has been reached with the

i enhol der(s) for settling the junior lien(s) in order to
accept the conveyance, the deed will be returned to the closing
agent for a title update and recordi ng.

(iii) The closing agent will be requested to provide a
certification of title to CSFA after recordati on of the deed.
A certification of title is a statenent that fee title is
vested in the Government subject only to the CSFA lien(s) and
prior liens previously approved by CSFA. After receipt of the
certification of title, the County Supervisor will notify the
borrower that the conveyance has been accepted in accordance
with 8§ 1955.10(g) of this subpart.

(2) Consolidated Farm and Rural Devel opnment Act (CONACT) loans to

i ndividuals. |If the Agency indebtedness plus any prior liens

exceeds the nmarket value of the property, the indebtedness cannot be
satisfied but a credit can be given equal to the market value |ess

prior liens. Debt settlement will be considered in accordance wth
subpart B of part 1956 of this chapter. (Revised 09-10-03, PN 363.)

11
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(i) Crediting accounts. The Agency will credit an account by
an anount equal to the market value less prior liens, unless
the borrower is Native American. Native Anerican borrower-
owers will be credited with the fair market value or the
Agency debt against the property, whichever is greater,

provi ded: (Revised 09-10-03, PN 363.)

(A) The borrower-owner is a nenmber of a tribe or the
tribe, and

(B) The property is located within the confines of a
federally recogni zed I ndian reservation.

(ii) Agency approval. The same procedure outlined in

par agraphs (f)(21)(i) through (f)(21)(iii) of this section wll
be foll owed for approving the voluntary conveyance. The
conveyance will be accepted in full satisfaction of the

i ndebt edness unl ess the market value of the property to be
conveyed is less than the total of Governnent indebtedness and
prior liens, and the borrower has agreed to accept a credit in
t he amount of the market value of the security property |ess
prior liens, if any.(Revised 09-10-03, PN 363.)

(A) In accordance with 8§ 1955.10(a)(1)(ii) of this

subpart the offer to convey will be conpleted by or
forwarded to the appropriate approval official. The case
file will contain the foll ow ng information:

(1) Form RD 1955-2, "Report on Real Estate Probl em
Case”;

(2) Report of title search

(3) Borrower's offer of voluntary conveyance
(consisting of applicable itens outlined in

par agraphs (d)(l) through (d)(8) of this section);
(4) Current appraisal of property; and

(5) Unpaid balance on Farm Servi ce Agency

i ndebt edness and other |iens, both prior and junior
i f any.

12
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(B) If the approval official determ nes the conveyance

shoul d be accepted, the file will be returned to the
servicing official with a menmorandum of conditiona
approval. The sane conditions for release of liability

apply as in subpart B of 1956 of this chapter. |If the
approval official does not concur in acceptance of the
conveyance, the file will be returned with a menmorandum
stating the reasons for rejecting the offer and giving
instructions to the servicing official for further
servicing of the account. (Revised 09-10-03, PN 363.)

(C) After the conveyance has conditionally been
approved, the servicing official will forward the deed to
a closing agent with instructions to record it provided
no |liens have been recorded since the recent title
search. The closing agent will be requested to provide a
certification of title to the Farm Servi ce Agency after
recordation of the deed. After receipt of the
certification of title, the borrower will be notified

t hat the conveyance has been accepted in accordance with
par agraph (h) of this section. (Revised 09-10-03,

PN 363.)

(3) Loans to organizations. When an offer of voluntary conveyance
is received froman organi zati on borrower, and the market val ue of
the property being conveyed (less prior liens, if any) is less than
t he Government debt, full consideration nust be given to the
borrower's present situation and future prospects for paying all or
a part of the debt. (Revised 09-10-03, PN 363.)

(i) ltens to be included in the borrower's case file for MH
| oans:

(A) Report on Multiple-Fan |y Housing Probl em Case,
(Exhibit Ato this subpart available in any Rura
Devel opnent O fice);

(B) Liquidation and managenent plan with specific
reconmendati ons of the District Director

(© Form RD 1955-1;

(D) Resolution authorizing the conveyance, if
appl i cabl e;

13
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(E) Report of title search froman approved cl osing
agent covering the period of time since the latest title
opinion is in the case file;

(F) FormRD 1930-7, "Milti-Famly Housing Project
Budget," (operating budget for first year and typical
year);

(G FormRD 1930-8, "Milti-Fam |y Housing Borrower
Bal ance Sheet”;

(H Current appraisal prepared by a M-H desi gnated
appr ai ser;

(1) Balance on Rural Devel opment account(s) and ot her
liens, if any;

(J) Assignment of Housing Assistant Payment (HAP)
contracts, if applicable, along with evidence of contract
wi t h HUD;

(K) Current statenent of account fromthe Finance O fice;

(L) Devel oprment plan with breakdown of costs, if
appl i cabl e; and

(M Form RD 440-2, executed in accordance with the FM,
when applicable. (Revised 12-30-93, SPECI AL PN.)

Items to be included in the borrower's case file for

| oans ot her than MFH:

(A) Report on Servicing Action (Exhibit Ato
Subpart E of Part 1951 of this Chapter, available in any
Rural Devel opnent office);

(B) Liquidation and nanagenment plan;

(© Form RD 1955-1;

14
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(D) Organization's Resolution authorizing the conveyance;
(E) Report of title search froman approved cl osi ng agent
covering the period of tine since the latest title opinion
in the case file;
(F) Form RD 442-3; (Revised 12-30-93, SPECI AL PN.)
(G Current appraisal;

(H Statenent showi ng i ncome and expenses due but unpai d;

(1) Balance on Rural Devel opment account(s) and ot her
liens, if any; and

(J) Form RD 440-2, executed in accordance with the FM
concerning release fromliability if property value is
| ess than the Rural Devel opnent indebtedness plus prior
liens, if any.

Cl osi ng of conveyance.

(1) The conveyance to the CGovernment will be considered cl osed when
the recorded deed has been returned to Rural Devel oprent, a
certification of title is received fromthe closing agent that title
is vested in the Governnent with no outstandi ng encunbrances ot her
than the Rural Devel opnent |ien(s) or previously approved prior
liens, and the borrower is notified of the acceptance of the

conveyance. For |oans to organi zations, OGC will be requested to
review the case to verify that it was closed properly. The property
wi Il be assigned an | D nunber and entered into the Acquired Property

Tracki ng System through the Automated Di screpancy Processing System
(ADPS) terminal in the County Office. (Revised 12-30-93
SPECI AL PN.)

(2) Wen costs incident to the conpletion of the transaction are to

be paid by the Governnent, the servicing official will prepare and
process the necessary docunents as outlined in § 1955.5(d) of this
subpart and the costs will be charged to the borrower's account as

recoverabl e costs. This includes taxes and assessnents, water
charges which protect the right to received water, other |iens,
cl osing agent's fee, and any other costs related to the conveyance.

14A
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Actions to be taken after cl osing conveyance.

(1) Wen the Rural Devel opment account is satisfied, the note(s)
will be stanped "Satisfied by Surrender of Security and Borrower
Rel eased from Liability," and the statenent nust be signed by the
servicing of ficial

(2) Wen the Rural Devel opment account is not satisfied and the
borrower is not released fromliability, the note(s) will be
retai ned by Rural Devel oprent.

(3) The servicing official will release the lien(s) of record,

i ndicating that the debt was satisfied by surrender of security or
that the lien is released but the debt not satisfied, whichever is
applicable. |If the lien is to be rel eased but the debt not
satisfied, OGC will provide the type of instrument required to
conply with applicable State | aws.

(4) After release of the lien(s), the servicing official wll
return the following to the borrower:

(i) If borrower is released fromliability, the satisfied
note(s) and a copy of Form RD 1955-1 show ng acceptance by the
Government; or

(ii) If borrower is not released fromliability, a copy of
Form RD 1955-1 showi ng acceptance by the Government.

(5) When the Rural Devel opment account is not satisfied and the
borrower not released fromliability, the account bal ance, after
deducting the "as-is" market value and prior liens, if any, will be
accelerated utilizing Exhibit F of this subpart (available in any
Rural Devel opnent office).

(6) For MFH loans, the State Director will cancel any interest
credit and suspend any rental assistance. These actions will be
acconpl i shed by notifying the Finance Ofice unit which handl es MFH
accounts. In the interim the tenants will continue rental paynments
in accordance with their |ease. Tenants will be informed of the
pendi ng |iquidation action and the possible consequences of the
action. RD Guide Letters 1965-E-2, 1965-E-3, and 1965-E-5

(avail able in any Rural Devel opnent office) nmay be used to inform
tenants, but should be nodified to reflect the specific action and

circunmstances. |If the project is to be removed fromthe Rura
15
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Devel opnent program a m ni mum of 180 days' notice to the tenants is
required. Letters of Priority Entitlement rmust be made available to
any tenants that will be displaced as required by 8§ 1965.215(e)(4)
of Subpart E of Part 1965 of this chapter. (Revised 08-20-93,
SPECI AL PN.)

(7) Actions outlined in 8 1955.18 of this subpart will be taken, as
appl i cabl e

§ 1955.11 Conveyance of property to Rural Devel opnment by trustee in
bankr uptcy.

(a) Authority. Wth the advice of OGC (and prior approval of the
National Office for MFH, Community Programs, and insured B& 1| oans), the
State Director within his/her authority is authorized to accept a
conveyance of property to the Governnent by the Trustee in Bankruptcy,
provi ded:

(1) The Bankruptcy Court has approved the conveyance;

(2) The conveyance will permt a substantial recovery on the Rura
Devel opnent debt; and

(3) Rural Developnent will acquire title free of all liens and
encunbrances except Rural Devel opnent |iens.

(b) Fees and deed.

(1) Rural Devel opnent nmay pay any necessary and proper fees
approved by the bankruptcy court in connection with the conveyance.
Before paying a fee to a trustee for a Trustee's Deed in excess of
$300 for any loan type(s) other than Farmer prograns or $1,000 for
Farmmer Prograns | oans, prior approval of the Adm nistrator nust be
obtained. The State Director will process the necessary docunents
as outlined in § 1955.5(d) of this subpart for payment of fees as
recover abl e costs.

(2) Conveyance may be by Trustee's Deed instead of a warranty deed
I f upon advice of OGC it is determ ned a deed from any ot her person
or entity (including the borrower) is necessary to obtain clear
title, a deed fromsuch person or entity will be obtained.

16
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(c) Acceptance. The conveyance will be accepted for an anount of
credit to the borrower's Rural Devel opnent account(s) as set forth in
§ 1955.18(e)(4) of this subpart.

(d) Reporting. Acquisition of property under this section will be
reported in accordance with 8§ 1955.18(a) of this subpart.

§ 1955.12 Acquisition of property whi ch served as security for a | oan
guar anteed by Rural Devel opnent or at sale by another |ienhol der, bankruptcy
trustee, or taxing authority.

VWen the servicing regulations for the type of loan(s) involved permt
Rural Devel opnent to acquire property by one of these nethods, the acquisition
will be reported in accordance with 8§ 1955.18(a) of this subpart.

§ 1955.13 Acquisition of property by exercise of Governnent redenption
rights.

VWen the Government did not protect its interest in security property in
a foreclosure by another |ienholder, and if the Governnent has redenption
rights, the State Director will determ ne whether to redeemthe property.
This determination will be based on all pertinent factors including the val ue
of the property after the sale, and costs which may be incurred in acquiring
and reselling the property. For Farmer Program | oans, the County Supervisor

wi || document the determnation on Exhibit G of this subpart. The decision
must be made far enough in advance of expiration of the redenption period to
permt exercise of the Governnment's rights. |If the property is to be

redeened, conplete information documenting the basis for not acquiring the
property at the sale and factors which justify redenption of the property wll

be included in the case file. The assistance of OGC will be obtained in
effecting the redenption. |If the State Director decides not to redeemthe
property, the Governnent's right of redenption under Federal |aw (28 USC
§2410) may be waived w thout consideration. |If a State |aw right of
redenpti on exists and may be sold, it will not be disposed of for |ess than
its val ue.

§ 1955.14 Release of a junior |lien on HUD Rural Devel opment joint security.
(Added 11-24-93, PN 215.)

Exhi bit J of this subpart provides administrative instructions to obtain
or grant a release of a junior lien held by one agency when the other
forecloses a prior lien or accepts a deed in lieu of foreclosure on SFH
security property.
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§ 1955.15 Foreclosure by the Governnent of |oans secured by real estate.

Foreclosure will be initiated when all reasonable efforts have failed to
have the borrower voluntarily liquidate the |oan through sale of the property,
vol untary conveyance, or by entering into an accel erated repayment agreement
when applicable servicing regulations permt; when either a net recovery can
be made or when failure to foreclose would adversely affect Rural Devel opnent
programs in the area. Also, in Farmer Program cases, (except graduation cases
under Subpart F of Part 1951 of this Chapter), the borrower mnust have received
Exhibit Awith Attachnments 1 and 2 of Subpart S of Part 1951 of this chapter
and any appeal nust have been concluded. For real property |located within the
confines of a federally recognized Indian reservation and owned by a Native
Ameri can borrower, proper notice of voluntary conveyance must be given as
outlined in 8§ 1955.9(c) (1) of this subpart. (Revised 12-30-93, SPECI AL PN.)

(a) Authority.

(1) Loans to individuals. The District Director is authorized to
approve or disapprove foreclosure and accel erate the account.

§ 1955.15 Foreclosure by the Governnent of |oans secured by real estate.

Foreclosure will be initiated when all reasonable efforts have failed to
have the borrower voluntarily liquidate the |oan through sale of the property,
vol untary conveyance, or by entering into an accel erated repayment agreenent
when applicable servicing regulations permt; when either a net recovery can
be made or when failure to foreclose would adversely affect Rural Devel opnent
programs in the area. Also, in Farmer Program cases, (except graduation cases
under Subpart F of Part 1951 of this Chapter), the borrower must have received
Exhibit Awith Attachnments 1 and 2 of Subpart S of Part 1951 of this chapter
and any appeal nust have been concluded. For real property |located within the
confines of a federally recognized Indian reservation and owned by a Native
Ameri can borrower, proper notice of voluntary conveyance must be given as
outlined in 8§ 1955.9(c) (1) of this subpart. (Revised 12-30-93, SPECI AL PN.)

(a) Authority.

(1) Loans to individuals. The District Director is authorized to
approve or disapprove foreclosure and accel erate the account.

18
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(2) Loans to organizations.

(i) The State Director or District Director is authorized to
approve or disapprove foreclosure of MFH | oans when the anpunt
of the Rural Devel opnent secured debt does not exceed their
respective | oan approval authority. The State Director is

aut horized to approve or di sapprove foreclosure of 1&D, Shift-
I n-Land- Use (G azing Association), loans to Indian Tribes and
Tri bal Corporations, and ECC | oans, regardl ess of the ampunt of

debt .

(ii) For all other organization |oans, foreclosure will not be
initiated without prior approval of the Administrator. The
State Director will obtain OGC s opinion on the steps necessary

to foreclose the I oan, and forward the appropriate probl em case
report, a statenent of essential facts, his/her reconmendation

a copy of the OGC opinion, and the borrower's case file to the

Admi ni strator, Attn: Assistant Adm nistrator (appropriate |oan
division) with a request for authorization to initiate

forecl osure.

(b) Problemcase report. Wen foreclosure is recomended, the
servicing official will prepare Form RD 1955-2 for Farmer Program or SFH
| oans, Exhibit A to this subpart for MFH | oans, or Exhibit A of RD
Instruction 1951-E for other organization |loans. |F chattel security is
al so involved, Forms RD 455-1, "Request for Legal Action;" 455-2,

"Evi dence of Conversion;" and 455-22, "Information for Litigation;" as
applicable to the case, will be prepared in accordance with the
respective FMs and made a part of the problem case subnission. A
statement nust be included by the servicing official in the narrative
that all servicing actions required by Rural Devel opment | oan servicing
regul ati ons have been taken and all required notices given to the
bor r ower .

(1) Appraisal. The market value of the property may be estimated
in conpleting the problem case report unless there are one of nore
prior liens other than current-year real estate taxes. Where such
prior liens are involved, an appraisal report reflecting market
value in existing condition will be included in the case file as a
basis for determ ning the Government's prospects for financia
recovery through foreclosure.

(2) Recomendation for deficiency judgnent. [If the debt will not
be satisfied by the foreclosure, the borrower's financial situation
will be assessed to determine if there is a possibility of further
recovery on the account through a deficiency judgnent. A sunmary of
these determ nations will be fully docunmented and appropriate
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recomendat i ons nmade concerni ng deficiency judgnent in the
appl i cabl e probl em case report. (Revised 01-23-03, SPECI AL PN.)

(3) Historic preservation. If it is likely that Rural Devel opnent
will acquire title to the property as a result of the foreclosure,
and the structure(s) on the property will be in excess of 50 years

old at the time of acquisition or nmeet any of the other criteria
contained in 8§ 1955.137(c) of Subpart C of Part 1955 of this
chapter, steps should be initiated to neet the requirenents of the
Nati onal Historic Preservation Act as outlined in § 1955.137 (c).
Formal steps should not be initiated until the conclusion of al
appeal s, however, any such documentation required may be conpl eted
when the probl em case report is prepared. This action should
elimnate delays in selling the property after acquisition.

(Revi sed 08-20-97, PN 280.)

(c) Subnission of problemcase. The servicing official will submt the
conpl et ed probl em case docket to the official authorized to approve the
forecl osure (approval official). Before approval of foreclosure and
accel eration of the account, the approval official is responsible for
revi ew of the problem case report to see that all itens are conplete and
that all required servicing actions have been taken and all required
noti ces given the borrower. The narrative portion of the report should
provide conplete information on the borrower's financial condition
deficiency judgnent in case the debt is not satisfied by the

forecl osure, and other pertinent background items. The approva

official will approve or disapprove the foreclosure, or make a
reconmendati on and refer the case to the National Ofice, if not within
hi s/ her approval authority. |If foreclosure is not approved, the case
will be returned to the originating office with instructions for further
servicing. Problemcase submission is as foll ows:

(1) For loans to individuals. The County Supervisor will submt
the case to the District Director
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(2) For loans to organizations. The District Director will submt
the case to the State Director along with a proposed |iquidation and
management plan covering the tine the foreclosure is in process.

The State Director will obtain the advice of OGC if required in
connection with the type of | oan being |iquidated.

Approval of foreclosure. Wen foreclosure is approved, it will be
ed as fol |l ows:
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(1) Prior lien(s). |If thereis a prior lien, all foreclosure
alternatives should be explored including whet her RBCDS, RHCDS, RUS
and CFSA will give the prior lienholder the opportunity to
foreclose; join in the action if the prior Iienholder w shes to
forecl ose; or foreclose RBCDS, RHCDS, RUS, and CFSA | oan(s), either
settling the prior lien or foreclosing subject toit. The

provi sions of 81965.11(c) of subpart A of part 1965 of this chapter
nmust be foll owed for | oans serviced under Subpart A of Part 1965.
The assi stance of OGC shoul d be obtained in weighing the
alternatives, with the objective being to pursue the course which
will result in the greatest net recovery by the Government. After
it is decided which option will be nost advantageous to the
CGovernment, the approval official, either directly or through a
designee, will contact the prior |lienholder to outline RBCDS, RHCDS
RUS, and CFSA position. |If State |laws affect this action, a State
Suppl erent will be issued with the advice of OGC to establish the
procedure to be followed. For real property |located within the
confines of a federally recognized Indian reservati on owned by a
Nati ve American borrower-owner, an anal ysis of whether RBCDS, RHCDS
RUS, and CFSA should acquire title rmust include facts which
denonstrate the fair market value after considering the cost of

cl ean-up of hazardous substances on the property.

(Revi sed 12-30-93, SPECI AL PN.)

(2) Acceleration of account. Subject to paragraphs (d)(2)(i),
(d)(2)(ii), and (d)(2)(iii) of this section, the account will be
accel erated using a notice substantially simlar to Exhibits B, C
D, or E-1 of this subpart, or for nulti-fanm |y housing, RD CGuide
Letters 1955-A-1 or 1955-A-2, as appropriate, to be signed by the
of ficial who approved the forecl osure. The accounts of borrowers
wi th pendi ng Chapter 12 and 13 cases whi ch have not been discharged
will be accelerated only in accordance with instructions from OGC.
Upon OGC approval, the accounts of these borrowers may be

accel erated using a notice substantially simlar to Exhibit D of
this subpart. Loans secured by chattels must be accelerated at the
same time as | oans secured by real estate in accordance with

8§1965. 26(c) of subpart A of part 1965 of this chapter. The notice
will be sent by certified mail, return receipt requested, to each
obligor individually, addressed to the |ast known address. |If
different fromthe property address and/or the address the Finance
Ofice uses, a copy of the notice will also be mailed to the
property address and the address currently used by the Finance
Ofice. (In chattel liquidation cases which have been referred for
civil action under Subpart A of Part 1962 of this chapter, the
Finance Ofice will be sent a copy of Exhibit D, E, or E-1 as

applicable. County office and Finance Ofice |oan records will be
21
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adjusted to mature the entire debt in such cases.) |If a signed
receipt for at |east one of these acceleration notices sent by

certified mail is received, no further notice is required. If no
receipt is received, a copy of the acceleration notice will be sent
by regular mail to each address to which the certified notices were
sent. This type mailing will be docunented in the file. A State

Suppl emrent may be issued if OGC advises different or additiona

| anguage or format is required to conply with State laws or if
notice and mailing instructions are different fromthat outlined in
this paragraph. A confornmed copy of the acceleration notice will be
forwarded to the servicing official, and except for FP cases, to the
hearing officer identified in the notice according to Subpart B of
Part 1900 of this chapter. Farm Credit Programs appeals will be
concl uded before accel eration. For M-H | oans, a copy of the
acceleration letter will also be forwarded to the National Ofice,
ATTN: MFH Servicing and Property Managenment Division, for nonitoring
pur poses. Accounts may be accelerated as follows: (Revised 08-20-
93, SPECIAL PN.)

(i) Were monetary default is involved, the account may be
accel erated i medi ately after approval of foreclosure.

(ii) Wiere nmonetary default is not involved, the account wll
not be accelerated until the concurrence of OGC i s obtained.

(iii) If borrower obtained the |oan while a civilian, entered
mlitary service after the | oan was cl osed, and the Agencies
have not obtained a waiver of rights under the Sol diers and
Sailors Relief Act, the account will not be accelerated unti
OCGC has reviewed the case and given instructions.

(iv) If the decision is made to liquidate the farmloan(s) of
a borrower who also has a SFH | oan(s), and the dwelling was
used as security for the farmloan(s) it will not be necessary
to neet the requirenents of 7 CFR part 3550 prior to

accel erating the account. Except that, if the borrower is in
default on his/her farmloan(s), the SFH account nust have been
consi dered for interest credit and/or noratoriumat the tine
servicing options are being considered for the FP | oan(s) prior

to acceleration. |If it is later determned the FP | oan(s) are
to receive additional servicing in lieu of Iiquidation, the RH
loan will be reinstated sinultaneously with the FP servicing

actions and nay be reanortized in accordance with 7 CFR part
3550. Accounts of a borrower who has both FP and SFH | oan(s)
may be accel erated as follows: (Revised 01-23-03, SPECI AL PN.)
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(A) Wen the borrower's dwelling financed with an SFH
loan(s) is secured by and |ocated on the sanme farmreal
estate as the Farner Programloan(s) (dwelling | ocated on
the farm, the SFH | oans(s) will be serviced in accordance
with 8§ 1965.26 (c)(1) of Subpart A of Part 1965 of this
chapter. (Revised 04-17-91, SPECI AL PN.)

(B) Wen the borrower's dwelling is financed with a SFH
loan(s) and is located on a non-farmtract which al so
serves as additional security for the Farmer Program
loan(s), the loans will be serviced in accordance with §
1965.26 (c)(2) of Subpart A of Part 1965 of this chapter.
(Revi sed 04-17-91, SPECI AL PN.)

(C \Wen the borrower's dwelling is financed with a SFH
loan(s) and is on a non-farmtract which does not serve as
addi tional security for the Farmer Program | oan(s), it

wi Il NOT be accel erated sinultaneously with sendi ng out
Attachments 5 and 6, or 5-A and 6-A, or Attachment 9 and
10, or 9-A and 10-A, of Exhibit A of subpart S of part
1951 of this chapter, as applicable, unless it is subject
to liquidation based on provisions of 7 CFR part 3550,
taking into consideration the prospects for success that
may evol ve when the borrower's livelihood is froma source
other than the farm ng operation. |If the SFH loan is in
default and subject to Iiquidation based on provisions of
7 CFR part 3550, the SFH | oan(s) nust be accelerated at
the sane time the borrower is sent Attachnment 5 and 6, or
5-A and 6-A, or Attachnments 9 and 10, or 9-A and 10-A, to
Exhi bit A of subpart S of part 1951 of this chapter, as
applicable. For those borrowers who are in non-nonetary
default on their Farnmer Prograns |oans and fail to return
Attachment 4 of Exhibit A, the Farner Prograns | oans and
SFH |l oans will be accelerated at the sane tinme. |If the
borrower appeals, one appeal hearing and one review w ||
be held for both adverse actions. (Revised 01-23-03,
SPECI AL PN.)

(D) If a borrower's FP |l oan(s) were accelerated prior to
May 7, 1987, and the SFH |l oan(s) is not accelerated, the
SFH loan will be accelerated at the sane tine the borrower
is sent Attachments 5 and 6, or
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5-A and 6-A, or Attachnents 7 and 8 to Exhibit A of
Subpart S of 1951 of this chapter, as applicable, unless
the requirenents of 81965.26 of Subpart A of part 1965 of
this chapter are net or the liquidation of the SFH loan is
based on provisions of 7 CFR Part 3550. |[If the borrower
is sent Attachments 5 and 6, or 5-A and 6-A, as
appl i cabl e, and requests an appeal, one hearing and one
review will be held for both the adverse action on the FP
| oan restructuring request and SFH accel eration notices.

If the borrower is sent Attachments 7 and 8, there are no
further appeals on the FP | oans; but, the borrower is
entitled to a hearing and a review on the SFH accel erati on
notice. (Revised 01-23-03, SPECI AL PN.)

(v) For MFH I oans, the acceleration notice will advise the
borrower of all applicable prepaynment requirements, in
accordance with Subpart E of Part 1965 of this chapter. The
requi renents include the application of restrictive-use
provisions to | oans made on or after Decenmber 21, 1979, prepaid
in response to accel eration notices and all tenant and agency
notifications. Any Rural Devel opnment | oan made before Decenber
21, 1979, prepaid in response to the issuance of an

accel eration notice, will also be required to have the
appropriate restrictive-use | anguage inserted on the instrunent
recorded in the real estate records, as appropriate upon the
advice of OGC, only if the paynent occurs within 1 year after

t he borrower had submitted a request to prepay the loan(s).

The accel eration notice will also remnd borrowers that rent

| evel s cannot be raised during the acceleration w thout Rura
Devel opnent approval, even after subsidies are cancelled or
suspended. Tenants are to be notified of the status of the
proj ect and of possible consequences of these actions. Form RD
Letters 1965-E-2, 1965-E-3 and 1965-E-5 may be used as gui des,
but nodi fied appropriately. |If the borrower w shes to prepay
the project in response to the acceleration and Rura

Devel opnent makes a determnation that the housing is no | onger
needed, a m ni mum of 180 days' notice to tenants is required
before the project can be renoved fromthe Rural Devel oprment
program Letters of Priority Entitlement must be made

avail abl e in accordance with § 1965.215 (e)(4) of Subpart E of
Part 1965 of this chapter. (Added 08-20-93, SPECI AL PN.)
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(3)

O fers by borrowers after accel erati on of account.

(i) Farnmer Prograns (FP) accelerations. This category also

i ncl udes non-FP [ oans to the sane borrower which have been
accel erated as part of the same action. After the account is
accel erated, the borrower will have 30 days fromthe date of
the acceleration notice to nake paynent in full to stop the
accel eration, unless State or tribal law requires that the
forecl osure be withdrawn if the account is brought current and
a State supplenment is issued to specify this requiremnent.

(Revi sed 12-30-93, SPECI AL PN.)

(A) Paynment in full [see Exhibit D of this subpart
(avail able in any Rural Devel opnent office)] may consi st
of the followi ng neans of fully satisfying the debt.

(1) Cash.

(2) Transfer and assunption.
(3) Sale of property.

(4) Voluntary conveyance.

(B) Paynents which do not bring the account current can
be accepted subject to the follow ng requirenents:

(1) Paynents will be accepted if there is no
remai ni ng security for the debt (real estate and
chattel).

(2) If the borrower is in the process of selling
security or nonsecurity, payments may be accepted

unl ess State law would require the acceleration to be
reversed. |In States where paynents cannot be
accepted unless the acceleration is reversed, the
paynments will not be accepted. A State suppl enent
will be issued to address State | aw on accepting
paynments after accel eration.

(3) |If payments are mistakenly credited to the
borrower's account, no waiver or prejudice to any
rights which the United States nay have for breach of
any pronissory note or covenant in the real estate
instruments will result. Disposition of such
paynments will be made after consulting OGC
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(4) The servicing official will notify the approva
official on any other offer. This includes a request
by the borrower for an extension of time to
acconplish voluntary liquidation or a proposal to
cure the default(s). |In all other cases, the
approval official will deci de whether an offer froma
borrower will be accepted and servicing of the | oan
rei nstated or whether foreclosure will be delayed to
gi ve the borrower additional time to voluntarily
liquidate as authorized in servicing regulations for
the type loan(s) involved. |If an offer is received
after the case has been referred to OGC, the approva
official will consult OGC before accepting or
rejecting the offer. The denial of an offer to stop
foreclosure is not appealable. 1In all cases, the
approval official will notify the servicing officia
of the decision made.

(ii) Al other accelerations. After the account is

accel erated, |oan servicing ceases. For example, for SFH

| oans, the renewal or granting of interest credit or nmoratorium
is not authorized. The servicing official will accept no
paynment for |ess than the unpaid | oan bal ance, unless State | aw
requires that foreclosure be withdrawn if the account is
brought current and a State supplenent is issued to specify
this requirement. |If paynents are nistakenly accepted and
credited to the borrower's account, no waiver or prejudice to
any rights which the Untied States may have for breach of any
prom ssory note or covenants in the real estate instrunents

will result. Disposition of such paynents will be made after
consultation with OGC. The servicing official will notify the
approval official of any offer received fromthe borrower.

This includes a request by the borrower for an extension of
time to acconplish voluntary liquidation or witten proposal to
cure the default(s). The receipt of payment with no proposa

to cure the defaults is not considered a viable offer, and such

paynments will be returned to the borrower. The approva
official will decide whether an offer froma borrower will be
accepted and servicing on the |oan reinstated or whether
foreclosure will be delayed to give the borrower additiona
time to voluntarily liquidate as authorized in servicing
regul ations for the type of loan involved. |If an offer is
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received after the case has been referred to OGC, the approva

of ficial
offer.

appeal abl e.

RD | nstruction 1955-A

will consult OGC before accepting or rejecting the
The denial of an offer to stop foreclosure is not
In all cases, the approval official will notify

the servicing official of the decision made. For MH | oans,
the National Office will be notified when foreclosure is

SPECI AL PN
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wi t hdrawn. \When an account is reinstated under this section,
the servicing official will grant or reinstate assistance for
whi ch the borrower qualifies, such as interest credit on an SFH
l oan. \When granting interest credit is such a case:

(A) If an interest credit agreement expired after the
account was accelerated, the effective date will have the
date the previ ous agreenent expired.

(B) If an interest credit agreement was not in effect
when the account was accel erated, the effective date w |
be the date foreclosure action was w t hdr awn.

(C© For MFH loans with rental assistance, after
accel eration and after any appeal or review has been

concl uded, rental assistance will be suspended if
foreclosure is to continue. |If the account is reinstated,
the rental assistance will be reinstated retroactively to
the date of suspension. 1In the interim the tenants will

continue rental payments in accordance with their |eases,
and all rental rates and | ease renewal s and provi sions
will be continued as if acceleration had not taken pl ace.
(Revi sed 08-20-93, SPECI AL PN.)

(4) Statenent of account. |If a statenment of account is required
for foreclosure proceedi ngs, Form RD 451-10, "Request for Statenent
of Account," will be processed in accordance with the FM. Wen an
of ficial statement of account is not required, account bal ances and
recapture informati on may be obtained fromthe field office

t er m nal

(5) Appeals. Al appeals will be handl ed pursuant to Subpart B of
Part 1900 of this chapter. Foreclosure actions will be held in
abeyance while an appeal is pending. No case will be referred to
OCGC for processing of foreclosure until a borrower's appeal and
appeal review have been concluded, or until the time has el apsed
during which an appeal or a request for review may be nade. In
Farmmer Prograns cases, (except graduation cases under Subpart F of
Part 1951 of this chapter), the borrower nust have received the
appropriate notices and consideration for primary |oan servicing per
Subpart S of Part 1951 of this chapter. Any Farner Progranms cases
i nvol vi ng appeal s nay be accel erated after all primary | oan
servicing options have been considered and all rel ated appeal s
concl uded, but will not be submitted to OGC for foreclosure action
until all appeals related to any preservation rights have been
concl uded. (Revised 11-03-93, SPECI AL PN.)
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(6) Petition in bankruptcy filed by borrower after acceleration of
account .

(i) Wen bankruptcy is filed after an account has been
accel erated, any foreclosure action initiated by Rura

Devel opnent must be suspended until: (Revised 12-16-92, PN
196.)

(A) The bankruptcy case is disnissed or closed (a
di scharge of debtor does not close the case);

(B) An Oder lifting the automatic stay is obtained from
t he Bankruptcy Court; or

(C) The property is no | onger property of the bankruptcy
estate and the borrower has received a discharge.

(ii) The State Director will request the assistance of OGC in
obtai ning the Order(s) described in paragraph (d)(6)(i)(B) of
this section.

(e) Referral of case. |If the borrower fails to satisfy the account
during the period of tinme specified in the accel eration notice, and no
appeal is pending, the foreclosure process will continue:

(1) If the District Director is the approval official, he/she wll
forward the case file with all pertinent docunents and information
concerning the foreclosure action and appeal, if any, to the State
Director for conpletion of the foreclosure.

(2) If the State Director is the approval official, or in cases
referred by the District Director under paragraph (e)(1l) of this

section, the State Director will forward to OCC the case file and
all documents needed by OGC to process the foreclosure. A State
Suppl erent will be issued, with the advice and assistance of OGC, to

reflect the make-up of the forecl osure docket. Since foreclosure
processing varies widely from State to State, each State Suppl enent

will be explicit in outlining step-by-step procedures. At the tine
i ndicated by OGC in the foreclosure instructions, Form RD 1951-6,
"Borrower Account Description Flag," will be processed in accordance

with the FM. After referral to OGC, further actions will be in
accordance with OGC s instructions for conpletion of the
foreclosure. |If prior approval of the Administrator is obtained,
nonj udi ci al foreclosures for nmonetary default may be handl ed as
outlined in a State Suppl ement approved by OGC without referral to
OCC before forecl osure.
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Conpl eti on of forecl osure.

(1) Foreclosure advertisenent for organi zation | oans subject to
Title VI of the Gvil Rights Act of 1964. (Revised 12-30-93,
SPECI AL PN.)

(i) The advertisenent for foreclosure sale of property subject
to Title VI of the Cvil Rights Act of 1964 will contain a
statement substantially similar to the followi ng: "The
property described herein was purchased or inproved with
Federal financial assistance and is subject to the

nondi scrimnation provisions of Title VI of the Civil Rights
Act of 1964, Section 504 of the Rehabilitation Act of 1973 and
other simlarly worded Federal statutes and regul ations issued
pursuant thereto that prohibit discrimnation on the basis of
race, color, national origin, handicap, religion, age or sex in
programs or activities receiving Federal financial assistance,
for as long as the property continues to be used for the sane
or simlar purposes for which the Federal assistance was
extended or for so long as the purchaser owns it, whichever is
l[ater." At least 30 days before the foreclosure sale, the
County Supervisor will notify, in witing, the Indian tribe

whi ch has jurisdiction over the reservation and in which the
real property is owned by a Native Anerican nenber of said
tribe that a foreclosure sale will be conducted to resolve this
account, and wi |l provide:

(A) Projected sale date and | ocati on;
(B) Fair market value of property;
(C© Amount Rural Devel opment will bid on the property;

and
(D) Amount of Rural Devel opnent debt against the
property.

(ii) The purchaser will be required to sign Form

RD 400-4, "Assurance Agreenent," if the property will be used
for its original or sinmilar purposes.

(2) Restrictive-use provisions for MFH |l oans. For M-H | oans, the
advertisenent will state the restrictive-use provisions which wll
be included in any deed used to transfer title. (Added 08-20-93,
SPECI AL PN.)

(3) Expenses. Expenses which are incurred in connection wth
foreclosure, including legal fees, will be paid at the tinme
recommended by OGC by processing the necessary documents as
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outlined in 81955.5 (d) of this subpart. Costs will be charged as
outlined in RD Instruction 2024-A (available in any Rura
Devel opnent office). (Revised 12-30-93, SPECI AL PN.)

(4) Notice of judgnment. 1In States with judicial foreclosure, as
soon as the foreclosure judgment is obtained, Form

RD 1962-20, "Notice of Judgment,"” will be processed in accordance
with the FM. This will establish a judgnment account to accrue
interest at the rate stated in the judgnent order so that an
accurate account bal ance can be obtained for calculating the
Government's forecl osure bid. (Renunbered 08-20-93

SPECI AL PN.)

(5) Goss investrment. The gross investment is the sum of the
followi ng: (Renunbered 08-20-93, SPECI AL PN.)

(i) The unpaid bal ance of one of the follow ng, as applicable:

(A) In States with nonjudicial foreclosure, the
borrower's Rural Devel opment account bal ance reflecting
secured | oan(s) and advances; and where State | aw pernmits,
unsecured debts; or

(B) In States with judicial foreclosure, the judgnent
account established as a result of the foreclosure
judgrment in favor of Rural Devel opnent.

(ii) Al recoverable costs charged (or to be charged) to the
borrower's account in connection with the foreclosure action
and ot her costs which OGC advi ses nmust be paid from proceeds of
the sal e before paying the Rural Devel opnent secured debt,
including but not Iimted to payment of real estate taxes and
assessments, prior liens, legal fees including U S. Attorney's
and U. S. Marshal's, and managenent fees; and

(iii) If a SFH loan subject to recapture of interest credit is
i nvol ved, the total ampunt of subsidy granted and principa
reduction attributed to subsidy.

(6) Amount of Governnent's bid. Except for FP |oans and as
nodi fi ed by paragraph (f)(6)(ii) of this section, the Governnent's
bid will be the amount of Rural Devel opnent's gross investnent or
t he market value of the security, whichever is less. For
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real property located within the confines of a federally recognized
I ndi an reservation and which is owed by a Rural Devel opnent
borrower who is a nenber of the tribe with jurisdiction over the
reservation, the Governnent's bid will be the greater of the fair
mar ket val ue or the Rural Devel opment debt agai nst the property,

unl ess Rural Devel opnent determ nes that, because of the presence of
hazar dous substances on the property, it is not in the best interest
of the Government to bid such amount, in which case there may be a
deduction fromthe bid for the costs for hazardous materia
assessment and/or mitigation. For FP |oans, except as nodified by
paragraph (f)(6)(ii) of this section, the Government's bid will be

t he amount of Rural Devel opnent's gross investnment or the anpunt
determ ned by use of Exhibit G 1 of this subpart, whichever is |ess.
When the foreclosure sale is imrinent, the State Director nust
request the servicing official to submit a current appraisal (in

exi sting condition) as a basis for determ ning the Government's bid.
Except for M-H properties, if a Rural Devel opment appraiser is not
avail able, the State Director nay authorize an appraisal to be
obt ai ned by contract froma source outside Rural Devel opnent in
accordance with RD Instruction 2024-A (available in any Rura

Devel opnent office). For M-H properties, prior approval of the

Assi stant Administrator, Housing, is necessary to procure an outside
apprai sal. (Revised 12-30-93, SPECI AL PN.)

(7) Bidding. The State Director will designate an individual to
bid on behal f of the Government unless judicial proceedings or State
nonj udi ci al foreclosure | aw provide for soneone other than a Rura
Devel opnent enpl oyee to enter the Governnment's bid. Wen the State
Director determines attendance of a Rural Devel opnent enpl oyee at
the sale night pose physical danger, a witten bid may be subnitted
to the Marshal, Sheriff, or other party in charge of holding the
sale. The Governnent's bid will be entered when no other party
makes a bid or when the last bid made will result in the property
being sold for less than the bid authorized in paragraph (f)(5) of
this section.

(Revi sed and Renumbered 08-20-93, SPECI AL PN.)

(i) Wen Rural Devel opnent is the senior |ienholder, only one
bid will be entered, and that will be for the anpunt authorized
by the State Director

(ii) Wien Rural Devel opment is not the senior |ienholder and
OCGC advi ses that the borrower has no redenption rights or if a
deficiency judgenment will be obtained, the State Director my
aut horize the person who will bid for the Government to make
increnental bids in conpetition with other bidders.
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If increnental bidding is desired, the State Director's
instructions to the bidder will state the initial bid, bidding
i ncrements, and the nmaxi mnum bi d.

(g) Reports on sale and finalizing foreclosure. |Immediately after a
foreclosure sale at which the State Director has designated a person to
bid on behalf of the Government, the servicing official will furnish the
State Director a report on the sale. The State Director will forward a
copy of this report to OGC, and for MFH |l oans, to the National Ofice.
Based on OGC s instructions, a State Supplement will provide a detailed
outline of actions necessary to conplete the foreclosure.

88 1955.16 - 1955.17 [Reserved]

§ 1955.18 Actions required after acquisition of property.

The approval official nmay enploy the services of |ocal designated
attorneys, on a case by case basis, to process all |egal procedures necessary
to clear the title of foreclosed properties. Such attorneys shall be
conpensated at not nmore than their usual and customary charges for such work.
Contracting for such attorneys shall be acconplished pursuant to the Federa
acqui sition regulations and rel ated procurenent regul ati ons and gui dance.

(a) Reporting acquisition. Wen real or chattel property is acquired
by the Governnent, the servicing official will process Form RD 1955- 3,
"Advice of Property Acquired," and Form RD 1955-3A, "Acquired Property
Mai nt enance,” or Form RD 1965-19, "Miltiple Fam |y Housi ng Advice of
Mort gaged Real Estate Acquired,"” and Form RD 1944-55, "Multiple Fanmly
Housi ng Transfer of Rental Assistance,"” (if the project has had renta
assi stance units), according to the FM inmediately after a voluntary
conveyance is closed, a foreclosure sale is conpleted, or property is
acqui red by any other neans. The date of acquisition will be the date
the deed to the Governnent is recorded for a voluntary conveyance; the
date of the foreclosure sale. For FSA properties only, the date of
acquisition will be the date the deed to the Governnent is recorded for
a voluntary conveyance or foreclosure sale; or for chattels, the date
the bill of sale (and title, if applicable) is executed transferring
ownership to FSA. Form RD 1955-3 and Form RD 1955-3A or Form RD 1965- 19
will be processed pronptly without waiting for the final report on sale
from OGC where required. A property identification nunber will be
assigned in accordance with the respective FM. For MH | oans, the
State Director will forward a copy of Form RD 1965-19 to the Nationa
Ofice for nmonitoring purposes. For MH projects with renta
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assi stance, Form RD 1944-55 nust be attached to Form RD 1965-19
indicating the status of the rental assistance while the property is in
inventory. The county official will report the acquisition of farm
property to the appropriate FSA official by nenorandum so that any
allotments, nmarketing quotas or acreage bases established for the
property will not |apse, term nate, be reduced or otherw se be adversely
affected while the property is in inventory. The State Director wl]l
report any adverse affects on allotnments, marketing quotas or acreage
bases on any farminventory property to the Adm nistrator

(Revi sed 08-20-97, PN 280.)

(b) Existing lease. |If property acquired by Rural Devel oprment is

under an existing witten |ease, a copy of the lease will be placed in
the case file. Any oral lease will be reduced to witing on Form

RD 1955-20, "Lease of Real Property." A |ease account will be
established in the Finance Office records. |If an existing lease is

term nated by foreclosure, a new | ease may be consi dered pursuant to §
1955. 66 of Subpart B of this part, except for MH property for which
| easing as a project is generally not authorized.

(1) The servicing official will notify the lessee in witing that
t he Government has acquired the forner lessor's rights under the
| ease and direct the lessee to remt all paynents to Rura

Devel opnent. Receipts for collections will read: "Lease proceeds
fromproperty fornerly owned by (borrower’'s nane and case nunber)
and | eased to (lessee's nane)." All |ease proceeds collected wll

be remitted according to RD Instruction 1951-B

(2) Paynents under an existing | ease which were due and payabl e

bef ore the date the property is acquired will be applied to any
unsati sfied balance on the Rural Devel opment account. |If there is a
surplus, the Finance Ofice will forward a refund check payable to

the former borrower to the County or District Ofice for delivery to
the former borrower.

(3) Paynents under an existing | ease which are due and payabl e
after the date the property is acquired will be applied to the |ease
account .

(c) Existing managenent agreenment. For MFH and C&BP, if a property is
bei ng managed on behal f of the borrower prior to acquisition, the State
Director will request the assistance of the National Ofice in
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determining if the agreement should be cancelled or extended. |n any
event, nmanagement services shoul d be obtained as soon as possible in
accordance with 81955.65 of Subpart B of this part.

(d) Inventory account. The Finance Ofice will establish an inventory
account under the Property |ID Number assigned. The value of the
property entered into the inventory account will be the market val ue as

of the date acquired. A suspend code may be established or renpved from
an acquired property record by conpletion of Form

RD 1955-3D, "Acquired Property - Suspend Code," in accordance with the
FM. (Revised 06-28-95, PN 247.)
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(e)

(10- 14- 88)

Cred

t to the borrower's account or foreclosure judgnent account.

(1)

For SFH accounts. Wen Rural Devel opment acquired the

property, the account will be satisfied unless:

(2)

acqui

(3)

(i) 1In a voluntary conveyance case where the debt exceeds the
mar ket val ue of the property and the borrower is not rel eased
fromliability, in which case the account credit will be the
mar ket value (less outstanding liens if any); or

(ii) I'n a foreclosure when the bid is less than the account

bal ance and a deficiency judgnment will be sought for the
difference, in which case the account credit will be the anmount
of Rural Devel oprent's bid.

For all types of accounts other than SFH  \When the Agency
red the property, the account credit will be as follows:

(i) 1In a voluntary conveyance case

(A) Were the narket value of the property equals or
exceeds the debt or where the borrower is rel eased from
liability for any difference, the account will be

sati sfied.

(B) When the debt exceeds the narket val ue of the
property and the borrower is not released fromliability,
the account credit will be the market value (less
outstanding liens, if any).

(ii) In a foreclosure, the account credit will be the anount
of the Agency’s bid except when increnmental bidding as provided
for in 8§ 1955.15(f)(7)(ii) of this subpart was used, in which
case the account credit will be the maxi mum bid that was

aut horized by the State Director. (Revised 08-20-93,

SPECI AL PN.)

For all types of accounts when the Agency did not acquire the

property. The sale proceeds will be handled in accordance with
applicable State laws with the advice and assi stance of OGC,

i ncluding remttance of funds, application of the borrower's account
credit, and di sbursenent of any funds in excess of the anmpbunt due

t he Agency.
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(4) 1n cases where the Agency acquired security property by means

ot her than voluntary conveyance or foreclosure. |n these cases,
such as conveyance by a bankruptcy trustee or by Court Order, the
account credit will be as foll ows:

(i) If the market value of the acquired property equal or
exceeds the debt, the account will be satisfied.

(ii) 1f the debt exceeds the market val ue of the acquired
property, the account credit will be the market val ue.

(f) Unsatisfied account. Farmer Program | oan borrowers will be sent a
letter simlar to Exhibit F of this subpart. Unsatisfied account

bal ances will be settled in accordance with Subparts B or C of Part 1956
of this chapter or the account will be reclassified to collection-only.
The Appropriate field office will process active to collection-only via
the Agency field office term nal system After reclassification to

col l ection-only, Form RD 450-10, "Advice of Borrower's Change of

Addr ess, Nane, Case Nunber, or Loan Number," or for MH Form

RD 1944-54, "Multiple Fam |y Housi ng Change of Borrower Name/ Address/
Case Nunber/Project Nunmber/Loan Number," will be submitted to the

Fi nance Ofice to furnish the borrower's new address, if known.

Col l ection-only accounts will be serviced in accordance with 8§ 1951.7 of
Subpart A of Part 1951 of this chapter. (Revised 11-10-99, PN 312.)

(g) Deficiency judgnent. Wen a deficiency judgnent is to be sought,
the State Director will initiate action pursuant to 8§ 1962.49 of
Subpart A of Part 1962 of this chapter. Wen a judgenment is obtained,
the State Director will prepare Form RD 1962-20 in accordance with FM
to establish a judgnent account to be serviced pursuant to § 1962.49(e)
of Subpart A of Part 1962 of this chapter. The field office wll
process the judgnment or the third party judgnent via the field office
termnal system |If attenpts to obtain a judgnment are not successful
the remaining debt will be settled or serviced pursuant to § 1951.7 of
Subpart A of Part 1951 of this chapter. (Revised 08-29-90, PN 143.)

(h) Honestead protection. Not later than the date of acquisition of a
real property by FSA, the County official will notify the borrower-owner
of homestead protection rights by sending Exhibit Mof FSA transferred
Instruction 1951-S to the borrower-owner certified mail, return receipt
requested. (Revised 11-10-99, PN 312.)
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(i) Priority disposal of inventory property. Before any farm property
whi ch secured a Farnmer Programloan is sold, the County official shal
initially attenpt to dispose of the property in accordance with the
Honest ead Protection program (see Subpart S of Part 1951 of this
chapter). After the former owner/operator's rights have been concl uded,
the County official will dispose of the property in accordance with
Subpart C of this part. (Renunbered and revised 08-20-97, PN 280.)

(j) Debt Settlement. For FP cases, the County Supervisor shoul d debt
settl e any remai ni ng Agency i ndebtedness in accordance with Subpart B of
Part 1956 of this chapter. (Renunbered 08-20-97, PN 280.)

(k) Effect of acquisition on tenants in nulti-famly projects.
(Renunbered 08-20-97, PN 280.)

(1) After Rural Devel opment acquires title to the project, tenant
| eases and renewals will be continued and nmanaged i n accordance with
t he provisions of Subpart B of Part 1924 of this chapter.

(2) If the project is subsequently sold to a purchaser not using
Rural Devel opnent financing, but is considered needed for affordable
housi ng purposes, restrictive-use provisions will be inserted in the
deed. The purchaser will be expected to operate the project in
accordance with the applicable provisions of Subpart B of

Part 1924 and Subpart E of Part 1965 of this chapter. RD Guide
Letter 1965-E-5 will be required to remain posted at the project.

§ 1955.19 [Reserved]
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§ 1955.20 Acquisition of chattel property.

Every effort will be made to avoid acquiring chattel property by having
the borrower or the Agency liquidate the property according to Subpart A of
Part 1962 of this chapter and apply the proceeds to the borrower's account(s).
Met hods of acquisition authorized are:

(a) Purchase at the followi ng types of sale:

(1) Execution sale conducted by the U S. Marshal, sheriff or other
party acting under Court order to satisfy judgment liens.

(2) Agency foreclosure sale conducted by the U S. Mrshal or
sheriff in States where a State Suppl enent provides for sales to be
conducted by them

(3) Sale by trustee in bankruptcy.
(4) Public sale by prior Iienholder

(5) Public sale conducted under the ternms of Form RD 455-4,
"Agreerment for Voluntary Liquidation of Chattel Security,"” the power
of sale in security agreenents or crop and chattel nortgage, or
simlar statements, if authorized by State Supplement.

(b) Voluntary conveyance. Voluntary conveyance of chattels will be
accepted only when the borrower can convey ownership free of other Iiens
and the borrower can be released fromliability under the conditions set
forth in § 1955.10(f)(2) or (3) of this Subpart. Paynent of other

i enhol ders' debts by the agency in order to accept voluntary conveyance
of chattels is not authorized. Before a voluntary conveyance from a
Farmmer Program | oan borrower can be accepted, the borrower nust be sent
Exhibit Awith Attachnments 1 and 2 of Subpart S of Part 1951 of this
chapter.

(1) Ofer. The borrower's offer of voluntary conveyance will be
made on Form RD 1955-1. |If it is determ ned the conveyance offer
can be accepted, the borrower will execute a bill of sale item zing
each item of chattel property being conveyed and will provide titles
to vehicles or other equiprment, where applicable.

(2) Acceptance of offer and release fromliability. Before
accepting an offer to convey chattels to the Agency, the concurrence
of the State Director nust be obtained. Wen chattel security is
voluntarily conveyed to the Governnent and the borrower and
cosigner(s), if any, are to be released fromliability, the
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§ 1955.20(b)(2) (Con.)

(c)

(10- 14- 88)

servicing official will stanp the note(s) "Satisfied by Surrender of
Security and Borrower Released fromlLiability." Wen the Agency
debt less the market value and prior liens is $1 mllion or nore
(including principal, interest and other charges), rel ease of

l[iability nust be approved by the Adm nistrator or designee;
otherwi se, the State Director nust approve the release of liability.
Al'l cases requiring a release of liability will be submtted for
review in accordance with Exhibit A of subpart B of Part 1956 of
this chapter (available in any CFSA Ofice). FormRD 1955-1 will be
executed by the servicing official showi ng acceptance by the
CGovernment, and the satisfied note(s) and a copy of Form RD 1955-1
will be furnished to the borrower. (Revised 05-31-95, PN 246.)

(3) Release of lien(s). Wen an offer has been accepted as
outlined in paragraph (b)(2) of this section, the servicing officia
will release any liens of record which secured the satisfied

i ndebt edness.

(4) Rejection of offer. If it is determned an offer of voluntary
conveyance will not be accepted, the servicing official wll

i ndi cate on Form RD 1955-1 that the offer is rejected, execute the
form and furnish a copy to the borrower.

Attending sales. The servicing official wll:

(1) Attend all sales described in paragraph (a)(5) of this section
unl ess an exception is authorized by the State Director because of

physi cal danger to the CFSA enpl oyee or adverse publicity would be

likely.
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(2) Attend public sales by prior |lienholders when the market val ue
of the chattel property is significantly nore than the anount of the
prior lien(s).

(3) Obtain the advice of the State Director on attending sal es
descri bed in paragraphs (a)(l), (2) and (3) of this section

(d) Appraising chattel property. Prior to the sale, the servicing
official will appraise chattel property using Form RD 440-21, "Appraisa
of Chattel Property." |If a qualified appraiser is not available to
apprai se chattel property, the State Director nay obtain an appraisa
froma qualified source outside Rural Devel opnent by contract in
accordance with RD Instruction 2024-A (available in any Rura

Devel opnent O fice).

(e) Abandonment of security interest. The State Director may authorize
abandonnent of the Governnent's security interest when chattel property,
consi dering costs of nmoving or rehabilitation, has no nmarket val ue and
obtaining title would not be in the best interest of the Government.

(f) Bidding at sale.

(1) The servicing official is authorized to bid at sal es descri bed
i n paragraph (a) of this section. Odinarily, only one bid will be
made on itenms of chattel security unless the State Director

aut hori zes incremental bidding. Bids will be made only when no ot her
party bids or when it appears bidding will stop and the property
will be sold for less than the ampbunt of the Government's authorized
bid. Wen the State Director deternines attendance of an Rura

Devel opnent enpl oyee mi ght pose physical danger, a witten bid may
be submitted to the party holding the sale. The bid(s) will be the

| esser of:

(i) The market value of the item(s) less the estimted costs
i nvol ved in the acquisition, care, and sale of the iten(s) of
security; or

(ii) The unpaid bal ance of the borrower's secured Rura
Devel opnent debt plus prior liens, if any.

(2) Bids will not be made in the foll owi ng situations unless
aut horized by the State Director

(i) Wen chattel property under prior lien has a market val ue
which is not significantly nore than the anobunt owed the prior
[ienholder. If Rural Devel opnent holds a junior lien on severa
items of chattel property, advice should be obtained fromthe

State Director on bidding.
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(ii) After sufficient chattel property has been bid in by
Rural Devel opnent to satisfy the Rural Devel opnent debt; prior
liens, and costs of the sale.

(iii) \When the sale is being conducted by a |ienhol der junior
to Rural Devel oprent.

(iv) At a private sale.

(v) Wen the sale is being conducted under the terms of Form
RD 455-3, "Agreement for Sale by Borrower (Chattels and/or Rea
Estate)."

(g) Paynent of costs. Costs to be paid by Rural Devel opnent in
connection with acquisition of chattel property will be paid as outlined
in 81955.5(d) of this subpart as recoverable costs. NOTE: Paynent of
ot her lienhol ders, debts in connection with voluntary conveyance of
chattels is not authorized.

(h) Reporting acquisition of chattel property. Acquisition of chatte
property will be reported by use of Form RD 1955-3 processed in
accordance with the FM.

§1955. 21 Exception authority.

The Adm nistrator may, in individual cases, make an exception to any
requi renent or provision of this subpart or address any omission of this
subpart which is not inconsistent with the authorizing statute or other
applicable law if the Administrator determ nes that the Governnent's interest
woul d be adversely affected or the i medi ate health and/or safety of tenants
or the community are endangered if there is no adverse effect on the
Government's interest. The Admi nistrator will exercise this authority upon
the request of the State Director with reconmendati on of the appropriate
program Assi stant Adm nistrator; or upon request initiated by the appropriate
program Assi stant Adm nistrator. Requests for exceptions nmust be made in
witing and supported with docunentation to explain the adverse effect,
propose alternative courses of action, and show how the adverse effect will be
elimnated or mnimzed if the exception is granted.

8§1955. 22 State Suppl enents.

State Supplenents will be prepared with the assistance of OGC as
necessary to conply with State laws or only as specifically authorized in this
regul ation to provide gui dance to Rural Devel opnent officials. State
Suppl emrents will be submitted to the National Ofice for post approval in
accordance with RD Instruction 2006-B (avail able in any Rural Devel opnent
Ofice).

8§81955. 23 - 1955.49 [Reserved]
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§1955.50 OMWB control nunber.

The collection of information requirenents in this regulation have been
approved by the O fice of Management and Budget and assigned OVB contro
nunber 0575-0109. Public reporting burden for this collection of information
is estimated to vary from5 mnutes to 5 hours per response, with an average
of .56 hours per response including tine for review ng instructions, searching
exi sting data sources, gathering and maintaining the data needed, and
conpl eting and reviewi ng the collection of information. Send coments
regarding this burden estimate or any other aspect of this collection of
i nformation, including suggestions for reducing this burden, to Departnent of
Agriculture, Cearance Oficer, ORM Room 404-W Washi ngton, DC 20250; and to
the O fice of Management and Budget, Paperwork Reduction Project (OVB #0575-
0109), Washi ngton, DC 20503. (Revised 02-13-92, SPECI AL PN.)

Attachnments: Exhibits A, B, C, D, E E1, F, G G1, H I, and J.
0Qo
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FORMAT FOR NOTI CE OF ACCELERATI ON TO BORROWNERS OTHER THAN FP AND MFH
PERSONALLY LI ABLE FOR THE DEBT. (EXCLUDES BORRONERS WHO WERE DI SCHARGES | N
BANKRUPTCY AND DI D NOT REAFFI RM THE DEBT.)

CERTI FI ED MAI L
RETURN RECEI PT REQUESTED
(Name and Address)

Subj ect : NOTI CE OF ACCELERATI ON OF YOUR DEBT TO RURAL DEVELOPMENT
DEMAND FOR PAYMENT OF THAT DEBT, AND NOTI CE
OF YOUR CPPORTUNI TY TO HAVE A HEARI NG CONCERNI NG THI S ACTI ON.

Dear

PLEASE TAKE NOTE that the entire indebtedness due on the pronissory note(s)
and/ or assunption agreenent(s) which evidence the |loan(s) received by you from
the United States of Anerica, acting through Rural Devel opnent, United States
Department of Agriculture is now declared i mediately due and payable. They
are described as follows:

Date of |nstrunent Anpunt

The promi ssory note(s) and/or assunption agreenent(s) is (are) secured by real
estate nortgage(s) [or deed(s) of trust] described as foll ows:

Recorded I n:
Date of |nstrunent Pl ace of Recordation Book No. Page No.

(2-15-89) PN 102
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This accel eration of your indebtedness is made in accordance with the
authority granted in the above-described real estate instrunent(s).

The reason(s) for this acceleration of your indebtedness is(are) as foll ows:
[If the account is in nonetary default, list this as one reason for

accelerating. |If the account is not in nonetary default, see
81955. 15(d) (2)(ii) of this subpart.]

The i ndebtedness due is $ unpai d principal, and $ unpai d
i nterest, as of 19 , plus additional interest accruing at the rate
of $ per day thereafter, plus any advances to be nade by the United

States for the protection of its security and interest accruing on any such
advances, and the amount of subsidy to be recaptured in accordance with the
Subsi dy Repayment Agreenent on the |oan(s) which is(are) subject to recapture.
Unl ess full paynent of your indebtedness is received within 30 days fromthe
date of this letter, the United States will take action to forecl ose the above
described real estate instrunent and to pursue any other avail abl e renedies.

Payment shoul d be nade by cashier's check, certified check, or postal nobney
orders, to the County Supervisor of Rural Developnent. |If you submit to the
United States any paynent insufficient to pay the entire indebtedness or
insufficient to conply with any arrangenents agreed to between Rura

Devel opnent and yoursel f, that paynent WLL NOT CANCEL the effect of this
notice. |If insufficient paynents are received and credited to your account,
no wai ver or prejudice of or rights which the United States nay have for
breach of any prom ssory note or covenant in the real estate instrunent wll
result are Rural Devel opment may proceed as though no paynent had been made.

[ The above-described real estate instrunent provides that the United
States may foreclose without Court action by selling the real estate at

public sale after . The CGovernnent intends to sell the
property in this manner. No further notice is required to be given you
concerning this foreclosure.] (This paragraph will be omitted in States

with judicial foreclosure or where it conflicts with State |aws.)

However, you have the opportunity to have an informal neeting with the
deci si on maker (the undersigned) and/or an administrative appeal hearing
before the forecl osure takes place. This is an opportunity to di scuss why you
believe the United States is in error in accelerating your account(s) and
proceeding with foreclosure. |f you desire to have an informal nmeeting with

t he deci sion maker or have any questions concerning the decision and/or facts
used in maki ng our decision, you should contact this office in witing to
request a neeting. The request for an informal neeting nmust be



RD I nstruction 1955-A
Exhi bit B

Page 3

(Revision 1)

sent to the undersigned no | ater than (give date 15 days after the mailing of
the letter). Requests which are postmarked by the U S. Postal Service on or
before that date will be considered as tinely received. You also have the
right to an administrative appeal hearing with a hearing officer in Iieu of,
or in addition to, a nmeeting with this office. |If you request an informal
nmeeting with the deci sion nmaker, and the neeting does not result in a decision
i n which you concur, you will be given a separate tine frame in which to
submt your request for an adm nistrative appeal. See the attachment for your
appeal rights.

If you do not wish to have an informal nmeeting with the decision maker as
outlined above, you may request an administrative appeal hearing with a nenmber
of the National Appeals Staff. The request for an administrative appeal mnust
be sent to the National Appeals Staff, Area Supervisor, (show conplete mailing
address), no later than (give date 30 days after the mailing of the letter).
Requests which are postnarked by the U S. Postal Service on or before that
date will be considered as tinely received. |If requesting an adm nistrative
appeal , please include a copy of this letter with your request.

If you fail to comply with the requirements outlined herein, the United States
plans to proceed with foreclosure.

The Federal Equal Credit Opportunity Act prohibits creditors from

di scrimnating agai nst credit applicants on the basis of race, color

religion, national origin, sex, marital status, handicap, or age (provided
that the applicant has the capacity to enter into a binding contract), because
all or part of the applicant's inconme derives fromany public assistance
program or because the applicant has in good faith exercised any right under
the Consuner Credit Protection Act. The Federal agency that admnisters
conpliance with the I aw concerning this creditor is the Federal Trade

Conmi ssion, Equal Credit Cpportunity, Washington, D.C. 20580.

UNI TED STATES OF AMERI CA

BY

[* ]

Rur al Devel opnent

United States Departnent of
Agricul ture

Dat e:

At t achment
*Insert title of Rural Devel opnent official authorized in 81955.15 of this
subpart to accel erate the account, depending on |oan type.

(ATTACH A COPY OF Form RD 1900- 1)
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FORMAT FOR NOTI CE OF ACCELERATI ON TO BORROWNERS OTHER THAN FP AND MFH
DI SCHARGED | N BANKRUPTCY WHO HAVE NOT REAFFI RMED THE DEBT.

CERTI FI ED MAI L
RETURN RECEI PT REQUESTED
(Name and Address)

Subj ect: NOTI CE OF ACCELERATI ON OF YOUR RURAL DEVELOPMENT
ACCOUNT _AND NOTI CE OF YOUR OPPORTUNI TY TO HAVE A HEARI NG
CONCERNI NG THI S ACTI ON

Dear

PLEASE TAKE NOTE that Rural Devel opment intends to enforce its real estate

[ mortgage(s), deed(s) of trust, etc.] given or assumed by you as security for
the foll owi ng-described prom ssory note(s) and/or assunption agreenent(s) and
decl ares the indebtedness i medi ately due and payabl e.

Date of |Instrunents Anpunt

The security instrunent(s) referred to above are described as foll ows:

Recorded I n:
Date of |nstrunent Pl ace of Recordation Book No. Page No.

The decision to foreclose is made in accordance with the authority granted in
t he above-described real estate instrunent(s) for the follow ng reason(s):

[If the account is in nonetary default, list this as one reason for
accelerating. |If the account is not in nonetary default, see §1955.15
(d)(2)(ii) of this subpart.]

The bal ance of the account is $ unpai d principal, and
$ unpaid interest, as of 19 , plus additiona

(2-15-89) PN 102



RD | nstruction 1955-A

Exhibit C
Page 2
interest accruing at the rate of $ per day thereafter, plus any

advances to be nmade by the United States for the protection of its security,
the interest accruing on any such advances, and the anpunt of subsidy to be
recaptured in accordance with the Subsidy Repaynent Agreenent on the | oan(s)
whi ch is(are) subject to recapture.

Unl ess full paynent of this account is received within 30 days fromthe date
of this letter, the United States will take action to foreclose under the
authority granted in the above-described instrument(s) and to pursue any ot her
avai |l abl e renedi es. Payment shoul d be made by cashier's check, certified
check, or postal noney orders, to the County Supervisor of Rural Devel opnent.

If you submit to the United States any paynent insufficient to pay the account
in full or insufficient to conply with any arrangenents agreed to between the
Rural Devel opnent and yoursel f, that payment WLL NOT CANCEL the effect of
this notice. |If insufficient payments are received and credited to your
account, no waiver or prejudice of any rights which the United States may have
for breach of any prom ssory note or covenant in the real estate instrunent
will result and the Rural Devel opment may proceed as though no such paynents
had been made.

[ The above-described real estate instrunent provides that the United
States may foreclose without Court action by selling the real estate at

public sale after . The CGovernnent intends to sell the
property in this manner. No further notice is required to be given you
concerning this foreclosure.] (This paragraph will be omitted in States

with judicial foreclosure or where it conflicts with State |law.)

However, you have the opportunity to have an informal nmeeting with the
deci si on maker (the undersigned) and/or an administrative appeal hearing
before the forecl osure takes place. This is an opportunity to di scuss why you
believe the United States is in error in accelerating your account(s) and
proceeding with foreclosure. |f you desire to have an informal nmeeting with

t he deci sion maker or have any questions concerning the decision and/or facts
used in maki ng our decision, you should contact this office in witing to
request a neeting. The request for an informal neeting rmust be sent to the
undersigned no later than (give date 15 days after the mailing of the letter).
Requests whi ch are postnarked by the U S. Postal Service on or before that
date will be considered as tinely received. You also have the right to an
admi ni strative appeal hearing with a hearing officer in lieu of, or in
addition to, a neeting with this office. |If you request an informal neeting
with the decision maker, and the neeting does not result in a decision in

whi ch you concur, you will be given a separate time frane in which to submt
your request for an administrative appeal. See the attachnent for your appea
rights.
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(Revision 1)

If you do not wish to have an informal nmeeting with the decision maker as
outlined above, you may request an administrative appeal hearing with a nenmber
of the National Appeals Staff. The request for an admnistrative appeal mnust
be sent to the National Appeals Staff, Area Supervisor, (show conplete mailing
address), no later than (give date 30 days after the mailing of the letter).
Requests which are postnarked by the U S. Postal Service on or before that
date will be considered as tinely received. |If requesting an adm nistrative
appeal , please include a copy of this letter with your request.

If you fail to comply with the requirements outlined herein, the United States
plans to proceed with foreclosure.

The Federal Equal Credit Opportunity Act prohibits creditors from

di scrimnating agai nst credit applicants on the basis of race, color

religion, national origin, sex, martial status, handicap, or age (provided
that the applicant has the capacity to enter into a binding contract), because
all or part of the applicant's inconme derives fromany public assistance
program or because the applicant has in good faith exercised any right under
the Consuner Credit Protection Act. The Federal Agency that admnisters
conpliance with the I aw concerning this creditor is the Federal Trade
Conmi ssi on, Equal Credit Cpportunity, Washington, D.C. 20580.

UNI TED STATES OF AMERI CA

BY

[* ]
Rur al Devel opnent

United States Departnent of
Agricul ture

Dat e:

At t achment
*Insert title of Rural Devel opnent official authorized in §1955.15 of
this subpart to accel erate the account, depending on |oan type.
(ATTACH A COPY OF Form RD 1900- 1)
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NOTI CE OF ACCELERATI ON OF FARMER PROGRAM LOAN ACCOUNTS SECURED BY REAL ESTATE
AND/ OR CHATTELS I N CASES NOT | NVOLVI NG BANKRUPTCY

CERTI FI ED MAI L

RETURN RECEI PT REQUESTED

(Name and Address) Dat e

Subj ect: NOTI CE OF ACCELERATI ON OF YOUR DEBT TO THE FARM SERVI CE AGENCY
AND DEMAND FOR PAYMENT OF THAT DEBT

Dear

PLEASE NOTE that the entire indebtedness due on the pronissory note(s) and/or
assunption agreenent (s) which evidence the |oan(s) received by you fromthe
United States of Anerica, acting through the Farm Service Agency, United
States Department of Agriculture is now declared i mediately due and payabl e
They are described as foll ows:

Date of |nstrunent Anpunt

The prom ssory note(s) and/or assunption agreenent(s) is(are) secured by (rea
estate nortgage(s), deed(s) of trust, security agreenment(s), financing
statement (s), etc.) described (Perfected) as foll ows:

Recorded |n: Book No. Anpunt

Date of Instrunment Place of Recordation (Filing) (Recorded under Docunent No.)

This accel eration of your indebtedness is made in accordance with the
authority granted in the above-described instrument(s). (Revised 12-3-86, PN
33)

The reason(s) for the acceleration of your indebtedness is(are) as follows:

(I'f the borrower is in nonetary default, list this as one reason for
accelerating. |If the borrower is not in nonetary default, see 81955.15(d) (2)
(ii)y.)1
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The i ndebtedness due is $ unpaid principal, and $ unpaid interest,
as of , 19, plus additional interest accruing at the rate of $

per day thereafter, plus any advances made by the United States for the
protection of its security and interest accruing on any such advances. Unless
full payment of your indebtedness is received nmade by one of the methods
descri bed below within 30 days fromthe date of this letter, the United States
wi Il foreclose the above described security instrunent(s) and to pursue any

ot her avail abl e renedi es.

(1) Full paynent nay be made in any of the foll owi ng ways:
(A) CASH

Payment shoul d be nade by cashier's check, certified check, or postal nopney
order payable to the Farm Service Agency and delivered to the County
Supervi sor of the Farm Servi ce Agency at (Street Address or P.O

Box) |, (City) , (State) , (Zip) , if you submit to the United States
any paynent insufficient to pay the account in full or insufficient to conply
with any arrangenents agreed to between the Farm Service Agency and yourself,
that payment WLL NOT CANCEL the effect of this notice. |f such insufficient
paynments are received and credited to your account, no waiver or prejudice of
any rights which the United States may have for breach of any prom ssory note
or covenant in the security instrument(s) will result and the Farm Service
Agency may proceed as though no such paynment had been made.

(B) TRANSFER AND ASSUMPTI ON

You may transfer the collateral for your loan(s) to soneone who is willing and
able to assune the debt. Contact the County Supervisor inmediately if you are
interested in this.

(O SALE

You may sell the collateral for your loan(s) for its fair market val ue and
send the proceeds to the Farm Service Agency or to other creditors with liens
prior to Rural Devel opnent's lien. Contact the County Supervisor imediately
if you are interested in this.

* (D) VOLUNTARY CONVEYANCE

You may convey all of your collateral to the Governnent. Contact the County
Supervisor inrediately if you are interested in this.

** (The above-described security instrument(s) provides that the United States
may foreclose without court action by selling the property at public sale
after , the government intends to sell the property in this manner.)
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*** |f you have not been advi sed of your rights to request deferral of
paynments or other servicing options you should contact the County Supervisor
at the above nmentioned address within 15 days of the receipt of this notice.

If you fail to conmply with the requirements outlined in this notice within the
next 30 days, the United States plans to proceed with foreclosure/liquidation

YOU DO NOT' HAVE ANY RI GHT TO APPEAL THI S DECI SI ON TO ACCELERATE YOUR FARM
SERVI CE AGENCY DEBT(S) TO ANY OFFI Cl AL OF THE FARM SERVI CE AGENCY.

UNI TED STATES COF AMERI CA
BY

District Director

Farm Servi ce Agency

United States Departnent
of Agriculture

* (This will be included as an option only if it would be in the Governnent's
financial interest to accept a voluntary conveyance offer.)

** (This paragraph will be omitted in States with judicial foreclosure or if
it conflicts with State | aw.)

*** (This paragraph will be omtted when accelerating accounts for failure to
graduate or accel erating accounts of Non Program Loan debtors.)

0Qo
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NOTI CE OF | NTENT TO FORECLOSE ON YOUR PROPERTY SERVI NG
AS SECURI TY FOR THE UNI TED STATES OF AMERI CA
AND ACCELERATE FARM SERVI CE AGENCY LOAN ACCOUNTS
Use only with OGC approval
Format on FSA |etterhead.

CERTI FI ED MAI L #

Dat e
RETURN RECEI PT REQUESTED
(Name and Address)
Subj ect : NOTI CE OF | NTENT TO FORECLOSE ON YOUR PROPERTY SERVI NG AS

SECURI TY FOR THE UNI TED STATES OF AMERI CA AND ACCELERATI ON
OF _YOUR LOAN ACCOUNTS

Dear

The United States of Anerica intends to enforce its (real estate nortgages,
deeds of trust, security agreenents, etc.) given or assumed by you as security
for your loans. The security instruments referred to above as described bel ow
were perfected as foll ows:

Recorded I n:
Dat e of Pl ace of Book No. Page No.
| nstrunent Recordati on (Filing) Recorded Under Docunent

The security instrunents executed by you in favor of the United States are not
af fected by a discharge in bankruptcy and the security can still be forecl osed
upon or liquidated to satisfy the secured debt, although a discharge under the
Bankr upt cy Code does render any debt di scharged unenforceabl e as your persona
obligation. |If the proceeds fromthat sale are not sufficient to pay off the

debt, the United States will not seek a personal judgnent agai nst you for any
deficiency. This letter is not intended as an act to collect or recover any

debt fromyou for which your personal obligation has been discharged, but
rather is intended to informyou that the United States intends to collect as
much of the secured debt as possible fromthe property which serves as
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security for the loans made to you. |In order to do so, it is necessary for
your | oans to be accelerated. Therefore, pursuant to the terns of the |oan
instruments, the United States is now exercising its option to declare your
entire debt i mediately due and payable. Any Farm Credit Prograns famly
living and farm operati ng expenses whi ch you may be receiving are hereby
term nat ed.

The reasons for taking this action are as foll ows:

[If the | oan account is in nmonetary default, list this as one reason for
accelerating. |If the loan account is not in nonetary default, see
81955. 15(d) (2)(ii) of this subpart.]

The | oan instrunents are descri bed as foll ows:

Date of |nstrunent Anpunt

The United States will not file its foreclosure action or liquidate its
security, under the authority granted in the above-described instruments, for
30 days. During that period you may purchase the property for the present

mar ket val ue, which the Farm Servi ce Agency has appraised to be $ .
Payment shoul d be nade by cashier's check, certified check, or postal nobney
order payable to the Farm Service Agency and delivered to the county officia
at (street address, (City), (State) (Zi p Code).

* You may not stop the foreclosure by paying an amount |ess than the present
mar ket val ue.

**The above-described security instrunents provide that the United States nay
forecl ose without Court action by selling the property at public sale after
The Government intends to sell the property in this

manner .

UNI TED STATES OF AMERI CA

By

Farm Servi ce Agency
United States Departnent of
Agricul ture

* [This sentence can only be used with the approval of the Regional OGC. ]
**[ This paragraph will be onmitted in States requiring judicial foreclosure or
if it conflicts with State |aw. ]

(0]0)
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NOTI CE OF ACCELERATI ON OF FARMER PROGRAM LOAN ACCOUNTS SECURED BY REAL ESTATE
AND/ OR CHATTELS I N CASES | NVOLVI NG CHAPTER 11, 12, AND 13 BANKRUPTCY BORROVERS

(Use only with OGC s approval for borrowers di scharged under
Chapters 11, 12, or 13)

CERTI FI ED MAI L #

Dat e
RETURN RECEI PT REQUESTED
(Name and Address)

Subj ect: NOTICE OF ACCELERATI ON OF YOUR DEBT TO THE AGENCY BASED ON A
CONFI RMED BANKRUPTCY PLAN AND DEMAND FOR PAYMENT OF THAT DEBT

Dear

PLEASE TAKE NOTE that the entire indebtedness due under the Chapter

Pl an confirmed on i n Bankruptcy Case No. whi ch
evi dences the |l oan(s) received by you fromthe United States of Anmerica,
acting through the Agency, United States Department of Agriculture is now
decl ared i mredi ately due and payable. The obligation set out in the Chapter
____Plan is described as foll ows:

Date of Obligation Anpunt

The arount (s) set out in the confirned Chapter __ Plan is/are secured by
[real estate nortgage(s), deed(s) of trust, security agreement(s), financing
statement (s), etc.] described (perfected) as foll ows:

Recorded I n:
Dat e of Pl ace of Book No. Page No.
| nstrunent Recordati on (Filing) (Recorded under Docunents No.)

The accel eration of your indebtedness is made in accordance with the authority
granted in the above-described instrument(s). Although, this is not an

accel eration of your debt owed to the Agency prior to confirmati on of the
Chapter ___ Plan, it is fully effective to accelerate the debt as set out in
the Chapter _ Plan.

The reason(s) for the acceleration of your indebtedness is(are) as follows:
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[If debt under the confirmed Chapter Plan is in monetary default, |ist
this as one of the reasons. |If the debt is not in nonetary default, see

81955.15 (d)(2)(ii) of this subpart.]

The i ndebt edness due as result of your Chapter Plan is $
unpaid principal, and $ unpaid interest, as of , 19 |
plus additional interest accruing at the rate of $ per day

thereafter, plus any advances nade by the United States for the protection of
its security and interest accruing on any such advances. Unless full paynent
of your indebtedness is received, made by one of the methods described bel ow,
within 30 days fromthe date of this letter, the United States will foreclose
t he above described security instrunent(s) and pursue any other avail able
remedi es.

Ful | paynment may be made in any of the foll owi ng ways:
(A) CASH

Payment shoul d be nade by cashier's check, certified check, or postal nobney
order payable to the Agency and delivered to the Agency County Supervi sor at
(Street Address or P.O. Box), (City) , (St ate) (Zi p Code)
If you submit to the United States any paynent insufficient to pay the
account in full or insufficient to conply with any arrangenents agreed to
bet ween t he Agency and yoursel f, that paynent WLL NOT CANCEL the effect of
this notice. |If such insufficient paynments are received and credited to your
account, no waiver or prejudice of any rights which the United States may have
for breach of any prom ssory note or debt evidenced by your confirned Chapter
____Plan or covenant in the security instrument(s) will result and the Agency
may proceed as though no such paynent had been made.

(B) TRANSFER AND ASSUMPTI ON

Subj ect to Agency approval, you may transfer the collateral for your debt to
someone who is eligible for Agency assistance and is willing and able to
assune the debt. Contact the County Supervisor inmediately if you are
interested in this.

(O SALE

You may sell the collateral for your loan(s) for its fair market val ue and
send the proceeds to Rural Devel opment to or other creditors with [iens prior
to Agency's lien. Contact the County Supervisor immediately if you are
interested in this.
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*(D) VOLUNTARY CONVEYANCE

You may convey all of your collateral to the Governnent. Contact the County
Supervisor inrediately if you are interested in this.

** (The above-described security instrunment(s) provide(s) that the United
States may foreclose without Court action by selling the property at public
sale after . The CGovernnent intends to sell the property in
this manner.)

***|f you have not been advised of your rights to request deferral of paynents
or other servicing options you should contact the County Supervisor at the
above-menti oned address within 15 days of the receipt of this notice.

If you fail to conmply with the requirements outlined in this notice within the
next 30 days, the United States plans to proceed with foreclosure/liquidation.

YOU DO NOT' HAVE ANY RI GHT TO APPEAL THI S DECI SI ON TO ACCELERATE YOUR AGENCY
DEBT(S) TO ANY OFFI Cl AL OF THE AGENCY.

UNI TED STATES COF AMERI CA

BY

District Director

[insert Agency name here]

United States Departnent of
Agricul ture

* [This will be included as an option only if it would be in the Governnent's
financial interest to accept a voluntary conveyance offer.]

** [This paragraph will be omitted in States with judicial foreclosure or if
it conflicts with State |aw. ]

*** [This paragraph will be omtted when accel erating accounts for failure to
graduate or accelerating accounts of Non-program | oan debtors.]

o000
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NOTI CE ADVI SI NG OF POTENTI AL FOR REFERRAL TO TREASURY FOR
CRGOSS- SERVI CI NG AND THE AVAI LABI LI TY OF DEBT SETTLEMENT

Dear (Borrower’s Name):

Farm Servi ce Agency (FSA) records show that you owe debt totaling $

with daily interest accrual of $ . In accordance with the Debt
Collection Act, 31 U S.C. Chapter 37, FSA is prepared to refer your debt to
the U S. Department of Treasury (Treasury) for collection through cross-
servicing. Referral of debt to Treasury for cross-servicing is not an
appeal abl e action. |If your debt is referred for cross-servicing, Treasury
may:

take action to collect the debt by offset or garni shment, including
of fset of tax refunds and garni shnent of sal ary,

refer the debt to a private collection agency for collection, or
refer the debt for collection by the U S. Department of Justice.

Col l ection fees may be charged to you when collections are nade. |In addition,
FSA will report the debt to a credit bureau.

FSA will refer your debt for cross-servicing unless you submt Form

FSA 1956-1, “Application for Settlement of |ndebtedness”, to this office
within 30 days fromthe date of this letter. A copy of this formis included.
Al statements made on this docunent nust be accurate and will be subject to
verification.

FSA has several progranms which could allow you to settle the remaining debt
for less than the total ampunt due. You must be unable to pay your FSA debt
in full. Al prograns are subject to the discretion of the Agency and are not
a matter of entitlement or right.

(11-10-99) PN 312
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Avai | abl e Prograns

1) Conpronise Ofer A |l ump-sum paynent of |ess than the total debt
owed.
2) Adjustnent O fer A series of payments of less than the total debt

owed paid over a maxi mum of five years.

3) Cancellation The final settlenent of a debt without any
payment. FSA nmust verify that there is no
i ncome or other assets fromwhich the Governnent
can collect. You must be unable to pay any part
of the debt now or in the future.

NOTE: FSA will not finance a conprom se or
adj ustment of fer.

If you submit a debt settlenment application within 30 days of the date of this
letter, and the application is rejected, your account will be referred to
Treasury for cross-servicing after all appeal rights on the debt settlenent
application are exhausted. After your account is referred to Treasury, any
debt settlement offer nust be subnmitted to Treasury, or its contracted private
coll ection agency. |If Treasury refers your account to the Departnent of
Justice for collection, your offer nust be nade to the Departnent of Justice.

If you have any questions about this notice, please contact this office at
(1 ocal office phone numnber).

Si ncerely,

(Agency O ficial)

(0]0 )
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WORKSHEET FOR ACCEPTI NG A VOLUNTARY CONVEYANCE OF FARM LOAN PROGRAMS
SECURI TY PROPERTY | NTO | NVENTORY

(present owner/borrower)

Refer to Exhibit | in FSA Transferred Instruction 1951-S for gui dance in
estimating the incomes and expenses to use in this exhibit. The hol di ng

period to be used is 165 days (5.5 nonths).

1. MARKET VALUE OF PROPERTY
(Part 7, Form FSA 1922-1)

ESTI MATED HOLDI NG PERI CD | N
2. | NCOvE

a. Annual Rent X

b. Annual Royalties X

c. Oher Annual
| ncone X

d. Annual %
Land Appreciation X

$

YEARS

Hol di ng
Peri od

Hol di ng
Peri od

Hol di ng
Peri od

Hol di ng
Peri od

e. Value gained due to restrictions that are placed on the

farm such as Conservati on Easenents,

Program (CRP), etc.

f. Oher (describe) X
TOTAL ADDI TI ONS
3. EXPENSES

a. Total Prior Lienholder

Hol di ng
Peri od

| ndebt edness (P

Conservati on Reserve

and ) =

b. Oher Acquisitions Costs (taxes presently owed, closing costs,

survey costs, adm nistrative costs,

junior liens, etc.) List:

(09-10-03) PN 363
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c. Annual Taxes Hol di ng
& Assessnent x Period =
d. Annual Buil ding Hol di ng
Depr eci ati on x Period =
e. Annual Hol di ng
Management Costs x Period =

f. Total Essential Repairs to Secure & Resel

g. Annual % Decrease Hol di ng
In Land Val ue x Period =
(if applicable)

h. Total Anticipated Resal e Expenses (Conmi ssions, Advertising, etc.)

i. Total Interest Cost

MKT Val ue Regul ar Hol di ng
$ x OL Rate X Period =

j. Value loss due to restrictions that are placed on the farmsuch as
Conservati on Easenents, Conservation Reserve Program (CRP), etc.

=$
k. Hazardous Waste C ean-up Costs =
TOTAL DEDUCTI ONS (| TEMS A THROUGH K) =
4. RECOVERY VALUE END OF HOLDI NG PERI OD
1. + 2. - 3. =
Mar ket Tot al Tot al Recovery
Val ue Addi ti ons Deducti ons Val ue
Agency O ficial Dat e
Concurrence by:
State Executive Director Dat e

o000
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WORKSHEET FOR DETERM NI NG FARM LOAN PROGRAMS MAXI MUM
Bl D ON REAL ESTATE PROPERTY
(present owner/borrower)
Refer to Exhibit | in FSA Transferred Instruction 1951-S for gui dance in

estimating the incomes and expenses to be used in this exhibit. The hol ding

period to be used is 165 days (5.5 nonths).

1. MARKET VALUE OF PROPERTY
(Part 7, Form FSA 1922-1)

ESTI MATED HOLDI NG PERI CD | N
2. | NCOvE

a. Annual Rent X

b. Annual Royalties X

c. Oher Annual
| ncone X

d. Annual %
Land Appreciation X

$

YEARS

Hol di ng
Peri od

Hol di ng
Peri od

Hol di ng
Peri od

Hol di ng
Peri od

e. Value gained due to restrictions that are placed on the

farm such as Conservati on Easenents,

Program (CRP), etc.

f. Oher (describe) X

TOTAL ADDI TI ONS

(09-10-03) PN 363
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3. EXPENSES
a. Total Prior Lienholder Indebtedness (P and |I) =

b. Oher Acquisitions Costs (taxes presently owed, closing costs,
survey costs, admnistrative costs, etc.) List:

c. Annual Taxes Hol di ng

& Assessnent x Period =
d. Annual Building Hol di ng

Depr eci ation x Period =
e. Annual Hol di ng

Management Costs x Period =

f. Total Essential Repairs to Secure & Resell =

g. Annual % Decrease Hol di ng
in Land Val ue x Period =
(if applicable)

h. Total Anticipated Resal e Expenses (Comi ssions,
Advertising, etc.) =

i. Total Interest Cost

MKT Val ue Regul ar Hol di ng
$ x OL Rate x Peri od =

j. Value loss due to restrictions that are placed on the
farm such as Conservati on Easenents, Conservation Reserve
Program (CRP), etc. =3

k. Hazardous Waste O ean-up Costs =

TOTAL DEDUCTI ONS (I TEMS A THROUGH K)
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4. BID WLL BE THE LESSER OF

a. 1. + 2. - 3. =
Mar ket Tot al Tot al Tot al
Val ue Addi ti ons Deduct i ons
or,
b. + =
Unpai d FSA Prior Liens Tot a
Bal ance on
Secur ed Debt
Agency O ficial Dat e

Concurrence by:

State Executive Director Dat e

o000

(09-10-03) PN 363
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Rel ease of a Junior Lien on HUD Rural Devel opment Joint SFH Security
BACKGROUND
On August 23, 1991, Rural Devel opnent entered into a Menorandum of
Understanding with the Departnment of Housing and Urban Devel opnent (HUD)
regarding the release of a junior lien held by one agency when the ot her

forecloses a prior lien or accepts a deed in lieu of foreclosure.

VWHEN Rural Devel opnent IS THE SENI OR LI ENHOLDER

VWhen Rural Devel opnent requires release of a HUD junior lien to forecl ose or
accept a deed in lieu of foreclosure, the State Director submits the request
to the National Ofice, Attention: Single Family Housing, Servicing and
Property Managenent (SFH SPM Division, with the foll owi ng docunmentation:

1. A copy of Rural Devel opnent's nortgage or deed of trust.

2. Atitle opinion indicating Rural Devel opnment holds a valid first
lien.

3. A copy of a current appraisal.

4. The State Director's estimate of the junior lien's val ue.

5 If applicable, a copy of the deed which will transfer ownership to
Rur al Devel opnent.

For a valueless lien, the National O fice obtains HUD s rel ease and returns it
to the State Director for recordation. For a partially secured |ien when
Rural Devel opnent will foreclose, the National Ofice obtains HUD s agreenent
to be named in Rural Devel opment's foreclosure suit allow ng proceeds to be
distributed by lien priority. The State Director will be advised of the

di sposition of the request.

WHEN HUD | S THE SENI OR LI ENHOLDER

A field office which receives a request fromHUD to rel ease a junior Rural
Devel opnent lien forwards it through the State Director, to the National
Ofice, Attention: SFH SPM Division, with the foll owi ng docunmentation:

The appropriate rel ease form

The State Director's estimate of the junior lien's val ue.

A copy of HUD s nortgage or deed of trust.

A copy of a current appraisal, either by HUD or Rural Devel opnent.
If applicable, a copy of the deed transferring ownership to HUD.
A title opinion indicating HUD holds a valid first lien.

A letter or menorandum from HUD i ndicating the current unpaid

bal ance of the |oan(s) secured by the HUD senior |ien.

NoOokwNE

(11-24-93) PN 215
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For a valueless lien, the National Ofice will execute the release. For a
partially secured |ien when HUD will accept a deed in lieu of foreclosure, the
National Office will negotiate a settlenent amount for a release. For a
partially secured lien when HUD will foreclose, the National Ofice will agree

to be named in HUD s foreclosure suit allow ng proceeds to be distributed by
lien priority. The State Director will be advised of the disposition of HUD s
request.

0Qo



