RHS, RBS, RUS, FSA, USDA

§§1951.554-1951.555 [Reserved]

§1951.556 Initial determination that
unauthorized assistance was re-
ceived.

Unauthorized assistance may be iden-
tified through audits conducted by the
Office of the Inspector General (OIG),
USDA; through reviews made by Farm-
ers Home Administration or its suc-
cessor agency under Public Law 103-354
(FmHA or its successor agency under
Public Law 103-354) personnel; or
through other means such as informa-
tion provided by a private -citizen
which documents that unauthorized as-
sistance has been received by a bor-
rower. If FmHA or its successor agency
under Public Law 103-354 has reason to
believe unauthorized assistance was re-
ceived, but is unable to determine
whether or not the assistance was in
fact unauthorized, the case will be re-
ferred to the Office of the General
Counsel (OGC) or the National Office,
as appropriate, for review and advice.
In every case where it is known or be-
lieved by FmHA or its successor agen-
cy under Public Law 103-354 that the
assistance was based on false informa-
tion, investigation by the OIG will be
requested, as provided for in FmHA or
its successor agency under Public Law
103-354 Instruction 2012-B (available in
any FmHA or its successor agency
under Public Law 103-354 office). If OIG
conducts an investigation, the actions
outlined in §1951.557 of this subpart
will be deferred until the OIG inves-
tigation is completed and the report is
received. The reason(s) for the unau-
thorized assistance being received by
the borrower will be well documented
in the case file, and will specifically
state whether it was due to:

(a) Submission of inaccurate infor-
mation by the borrower;

(b) Submission of false information
by the borrower;

(c) Submission of inaccurate or false
information by another party on the
borrower’s behalf such as a seller, de-
veloper, real estate broker, or attor-
ney, when the borrower did not know
the other party had submitted inac-
curate or false information;

(d) Error by FmHA or its successor
agency under Public Law 103-354 per-
sonnel, either in making computations
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or failure to follow published regula-
tions or other agency issuances; or

(e) Error in preparation of a debt in-
strument which caused a loan to be
closed at an interest rate lower than
the correct rate in effect when the loan
was approved.

§1951.557 Notification to borrower.

(a) Collection efforts will be initiated
by the County Supervisor by a letter
substantially similar to Exhibit A of
this Subpart (available in any FmHA
or its successor agency under Public
Law 103-354 office), and mailed to the
borrower by ‘‘Certified Mail, Return
Receipt Requested,” with a copy to the
State Director; and, for a case identi-
fied in an OIG audit report, copies to
the OIG office which conducted the
audit and the Planning and Analysis
Staff of the National Office. This letter
will be sent to all borrowers who re-
ceived unauthorized assistance, regard-
less of amount. The letter will:

(1) Specify in detail the reason(s) the
assistance was determined to be unau-
thorized;

(2) State the amount of unauthorized
assistance to be repaid according to
Exhibit D of this Subpart (available in
any FmHA or its successor agency
under Public Law 103-354 office); and

(3) Hstablish an appointment for the
borrower to discuss with the County
Supervisor the basis for FmHA or its
successor agency under Public Law 103—
354’s claim; and give the borrower an
opportunity to provide facts, figures,
written records or other information
which might refute FmHA or its suc-
cessor agency under Public Law 103-
354’s determination that the assistance
received was unauthorized.

(b) If the borrower meets with the
County Supervisor, the County Super-
visor will outline to the borrower why
the assistance was determined to be
unauthorized. The borrower will be
given an opportunity to provide infor-
mation to refute FmHA or its suc-
cessor agency under Public Law 103-
354’s findings. When requested by the
borrower, the County Supervisor may
grant additional time for the borrower
to assemble documentation. When an
extension is granted, the County Su-
pervisor will specify a definite number
of days to be allowed and establish the
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follow up necessary to assure that serv-
icing of the case continues without
undue delay.

§1951.558 Decision on servicing ac-
tions.

When the County Supervisor is the
same official who approved the unau-
thorized assistance, the District Direc-
tor must review the case before further
actions are taken by the County Super-
visor.

(a) Payment in full. If the borrower
agrees with FmHA or its successor
agency under Public Law 103-354’s de-
termination and agrees to repay in a
lump sum, the County Supervisor may
allow a reasonable period of time (not
to exceed 90 days) for the borrower to
arrange for repayment. The amount
due will be the amount stated in the
letter as shown in Exhibit A of this
subpart (available in any FmHA or its
successor agency under Public Law 103-
354 office). The County Supervisor will
remit collections to the Finance Office
according to the Forms Manual Insert
(FMI) for Form FmHA or its successor
agency under Public Law 103-354 451-2,
““Schedule of Remittances,” for appli-
cation to the borrower’s account as an
extra payment. After a borrower re-
pays an unauthorized interest subsidy
benefit in a lump sum, the loan will be
serviced in accordance with
§1951.561(a)(3) of this subpart. In the
case of unauthorized assistance which
was identified in an OIG audit, the
County Supervisor will report the re-
payment as outlined in §1951.568(a) of
this subpart.

(b) Continuation with borrower. If the
borrower agrees with FmHA or its suc-
cessor agency under Public Law 103-
354’s determination or is willing to
repay but cannot repay the unauthor-
ized assistance in a lump sum within a
reasonable period of time, continuation
may be authorized. Servicing actions
outlined in §1951.561 of this subpart
will be taken, provided all of the fol-
lowing conditions are met:

(1) The borrower did not provide false
information as defined in §1951.552(d) of
this subpart.

(2) It would be highly inequitable to
require prompt repayment of the unau-
thorized assistance; and
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(3) Failure to collect the unauthor-
ized assistance in full will not ad-
versely affect FmHA or its successor
agency under Public Law 103-354’s fi-
nancial interests.

(c) Liquidation of loan(s) or legal action
to enforce collection. When a case cannot
be handled according to the provisions
of paragraph (a) or (b) of this section,
or if the borrower refuses to execute
the documents necessary to make ac-
count adjustments or establish an obli-
gation to repay the unauthorized as-
sistance as provided in §1951.561 of this
subpart, or when a borrower fails to re-
spond to the initial letter prescribed in
§1951.557 of this subpart within 30 days,
one of the following actions will be
taken:

(1) Active borrower with a secured loan.
(i) The County Supervisor will send Ex-
hibit B of this subpart (available in any
FmHA or its successor agency under
Public Law 103-354 office.)

(ii) If the borrower wants to volun-
tarily convey, the County Supervisor
will follow the directions in §1955.10 or
§1955.20 as applicable, of subpart A of
part 1955 of this chapter.

(iii) If the borrower does not appeal,
does not repay the unauthorized assist-
ance in full, does not voluntarily con-
vey, voluntarily sell or refinance the
entire FmHA or its successor agency
under Public Law 103-354 debt, the bor-
rower’s account will be accelerated and
there will be no appeal of this action.
The County Supervisor and District Di-
rector will follow the directions in
§1955.15 of subpart A of part 1955 of this
chapter.

(iv) Forced liquidation will not be
pursued when:

(A) The amount of unauthorized as-
sistance outstanding, including prin-
cipal, accrued interest, and recoverable
costs charged to the account, is less
that $1,000; or

(B) It can be clearly documented that
it would not be in the best financial in-
terest of the Government to force lig-
uidation. If the servicing official wish-
es to make an exception to forced liq-
uidation under paragraph (c)(1)(B) of
this section, a request for an exception
under §1951.569 of this subpart will be
made.

(v) Account adjustments will be made
by FmHA or its successor agency under



