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(3) Homestead protection. The note
amount will be amortized over a period
not to exceed 35 years.

(h) Modification of security instru-
ments. Any convenants in the promis-
sory note and/or security instruments
(mortgage or deed of trust) relating to
graduation to other credit, inability to
secure other financing, restrictions on
leasing, FLP operation requirements,
and consent to junior lien encumbrance
will be deleted.

(i) Security. The security require-
ments for NP loans on farm real estate
will be in accordance with subpart A of
part 1943 of this chapter and NP loans
on chattel property will be secured in
accordance with subpart A of part 1962
of this chapter. Except that, an NP
loan will be secured only by the prop-
erty purchased.

(j) Closing. Title clearance, prepara-
tion of deeds, loan closing and property
insurance requirements are the same
as for a program loan on the same type
property, except the purchaser must
pay his/her own closing costs.

[68 FR 52646, Oct. 12, 1993, as amended at 62
FR 10120, Mar. 5, 1997]

§1951.456 [Reserved]

§1951.457 Payments.

(a) Receiving payments. Borrowers will
mail or bring their payments to the
county office. Borrowers will be re-
sponsible for any fees associated with
converting cash payments to money or-
ders. If the fee is not paid, it will be de-
ducted from the payment.

(b) Payments not received when due.
NP borrowers are expected to make
scheduled payments when due. The
Agency personnel are not required to
provide program supervision, servicing,
management or credit counseling in
accordance the agency servicing in-
structions if payments are not received
when due. To ensure consistency, a se-
ries of contacts will be made when
servicing delinquent accounts. All ac-
tions taken, agreements reached and
recommendations made in the serv-
icing of the borrower’s account are to
be documented. When appropriate, the
Agency may work out a reasonable
agreement with an NP borrower to
cure a delinquency; however, such an
agreement will not usually exceed 1
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year. Failure to make payments as
agreed will result in actions deter-
mined by the agency to best protect
the Government’s interest. Collection
of a delinquency from an Internal Rev-
enue Service (IRS) offset will be used
to the extent permitted by law.

[68 FR 52646, Oct. 12, 1993, as amended at 60
FR 55146, Oct. 27, 1995; 62 FR 10120, Mar. 5,
1997]

§1951.458 Servicing real estate taxes.

Refer to subpart A of part 1925 of this
chapter for servicing real estate taxes.

[62 FR 10120, Mar. 5, 1997]

§1951.459 Preservation of security.

(a) Inspections of NP security property.
Inspections will be made on NP secu-
rity as necessary to protect FmHA or
its successor agency under Public Law
103-354’s security interest. In the event
of abandonment, servicing actions will
be taken according to §1955.55 of sub-
part B of part 1955 of this chapter.

(b) Subordination. Subordination is
not authorized where an NP borrower
only owes FmHA or its successor agen-
cy under Public Law 103-354 an NP
loan(s). Subordination of a mortgage
may be permitted to refinance, extend,
reamortize, increase the amount of an
existing prior lien, or to permit a prior
lien only when the security for the NP
loan is also security for an FmHA or
its successor agency under Public Law
103-354 program loan, the request for
the subordination meets all the re-
quirements for the subordination of the
FmHA or its successor agency under
Public Law 103-354 program loan and is
in the best interest of the Government.

(c) Bankruptcy. NP loans on single
family residences will be serviced in
accordance with subpart C of part 1965
of this chapter, farm real estate in ac-
cordance with subpart A of part 1965 of
this chapter, and farm chattel in ac-
cordance with subpart A of part 1962 of
this chapter.

§1951.460 Release of security property
or sale or lease of related property
rights.

(a) Partial release. Release of a por-
tion of the security property may be
made when the borrower requests it
and FmHA or its successor agency



RHS, RBS, RUS, FSA, USDA

under Public Law 103-354 determines
the release will not adversely affect
the Government’s interest. Release
may be approved when payment is re-
ceived by FmHA or its successor agen-
cy under Public Law 103-354 in the
amount of the market value, as deter-
mined by FmHA or its successor agen-
cy under Public Law 103-354, of the
property to be released. Proceeds from
such transactions (less related ex-
penses authorized by FmHA or its suc-
cessor agency under Public Law 103-
354) will be applied to the FmHA or its
successor agency under Public Law 103—
364 indebtedness as an extra payment
or to prior liens in order of lien pri-
ority.

(b) Easements, right-of-ways, and lease
of mineral rights or other rights. Consent
may be given by FmHA or its successor
agency under Public Law 103-354 for
the borrower to grant an easement or
lease mineral rights when it is deter-
mined by FmHA or its successor agen-
cy under Public Law 103-354 the action
will not adversely affect the Govern-
ment’s interest. The granting of an
easement or right-of-way and lease of
mineral rights may be approved when
payment is received by FmHA or its
successor agency under Public Law 103—
354 in the amount of the market value,
as determined by FmHA or its suc-
cessor agency under Public Law 103-
354, for rights granted or benefits are
derived which are equal to or greater
than the value of the property being
disposed of. Proceeds from these trans-
actions (less related expenses author-
ized by FmHA or its successor agency
under Public Law 103-354) will be ap-
plied to the FmHA or its successor
agency under Public Law 103-354 debt
as an extra payment or to prior liens in
order of lien priority.

(c)-(d) [Reserved]

§1951.461 Release of valueless FmHA
or its successor agency under Pub-
lic Law 103-354 lien without mone-
tary consideration.

Release of an FmHA or its successor
agency under Public Law 103-354 lien
without monetary consideration may
be granted when it is determined by
FmHA or its successor agency under
Public Law 103-354 to have no present
or prospective value or when enforce-
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ment would be ineffectual or uneco-
nomical. Judgment liens or statutory
redemption rights may be released only
with prior consent of OGC.

§1951.462 Deceased borrower.

When an NP borrower dies, FmHA or
its successor agency under Public Law
103-354 will determine whether or not
arrangements can be effected for con-
tinuation of the loan under one of the
provisions of this section. If not, the
loan may be liquidated according to
§1951.468 of this subpart. The servicing
actions and the circumstances under
which they may be considered are out-
lined in paragraphs (a) through (d) of
this section.

(a) Continue with jointly liable bor-
rower. If a jointly liable borrower will
repay the loan and fulfill other obliga-
tions of the loan, FmHA or its suc-
cessor agency under Public Law 103-354
will take no action to liquidate the
loan.

(b) Assumption by spouse not liable for
the FmHA or its successor agency under
Public Law 103-354 debt. The spouse of a
deceased borrower who is not liable for
the FmHA or its successor agency
under Public Law 103-354 debt and who
wishes to assume the debt may do so in
accordance with §1951.463(d)(1) of this
subpart.

(c) Continue with joint tenant, tenant
by the entirety, or other person. When a
joint tenant, tenant by the entirety, or
other person who inherits title to (or
an interest in) the security property,
on which the principal residence is lo-
cated, by devise, descent, or operation
of law upon the death of a borrower
makes payments as scheduled in the
promissory note (or assumption agree-
ment), FmHA or its successor agency
under Public Law 103-354 may not take
action to liquidate the loan as long as
the property is adequately maintained,
real estate taxes and assessments are
paid when due, and the dwelling is not
known to be uninsured (if funds for
taxes and insurance are being
escrowed, the escrow is a part of the
scheduled payments). The loan may be
assumed in accordance with §1951.463(d)
of this subpart; however, assumption of
the indebtedness is not required. Con-
tinuation with a joint tenant, tenant
by the entirety, or other person under



