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title to the property. FSA will accept
the property if clear title can be ob-
tained and if the value of the property
after removal of hazardous substances
exceeds the cost of hazardous waste
clean-up.

(2) If the property is located within
the boundaries of a federally recog-
nized Indian reservation, and is owned
by a member of the tribe with jurisdic-
tion over the reservation, FSA will
credit the Native American borrower-
owner’s account based on the fair mar-
ket value of the property or the FSA
debt against the property, whichever is
greater.

[62 FR 44395, Aug. 21, 1997]

§1955.10 Voluntary conveyance of real
property by the borrower to the
Government.

Voluntary conveyance is a method of
liquidation by which title to security is
transferred to the Government. FmHA
or its successor agency under Public
Law 103-354 will not make a demand on
a borrower to voluntarily convey. If
there is equity in the property. FmHA
or its successor agency under Public
Law 103-354 should advise the borrower,
in writing, that there is equity in the
property before accepting an offer to
voluntarily convey. If FmHA or its suc-
cessor agency under Public Law 103-354
receives an offer of voluntary convey-
ance, acceptance should only be consid-
ered when the Government will likely
receive a recovery on its investment.
In cases where there are outstanding
liens, a full assessment should be made
of the debts against the property com-
pared to the current market value.
FmHA or its successor agency under
Public Law 103-354 should refuse the
voluntary conveyance, if the FmHA or
its successor agency under Public Law
103-354 lien has neither present nor pro-
spective value or recovery of the value
would be unlikely or uneconomical. In-
stead, for loans to individuals, FmHA
or its successor agency under Public
Law 103-354 should release its lien as
valueless in accordance with §1965.25(d)
of subpart A of part 1965 of this chapter
or §1965.118(c) of subpart C of this chap-
ter, as appropriate. For non-FP bor-
rowers, a voluntary conveyance should
only be considered after all available
servicing actions outlined in the re-
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spective servicing regulations have
been used or considered and it is deter-
mined that the borrower will not be
successful. For FP borrowers, if the
borrower has not received exhibit A
with attachments 1 and 2 of subpart S
of part 1951 of this chapter, a voluntary
conveyance should be accepted only
after the borrower has been sent ex-
hibit A with attachments 1 and 2 of
subpart S of 1951 of this chapter; all
available servicing actions outlined in
the respective program servicing regu-
lations have been used or considered;
and it will be in the Government’s best
financial interest to accept the FP vol-
untary conveyance. Exhibit G of this
subpart will be used to determine
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 in-
terest of the Government, the County
Supervisor will determine if the bor-
rower has exhausted all possibilities of
restructuring the loan to where a fea-
sible plan of operation may be devel-
oped, the borrower has acted in good
faith in trying to service the debt and
FmHA or its successor agency under
Public Law 103-354 may recover its in-
vestment in return for the acceptance
of the voluntary conveyance. In addi-
tion, prior to acceptance of a voluntary
conveyance of farm real property that
collateralizes an FP loan, the County
Supervisor will remind the borrower-
owner of possible deed restrictions and
easement that may be placed on the
property in the event the property con-
tains wetlands, floodplains, historical
sites and/or other federally protected
environmental resources as set forth in
exhibit M of subpart G of part 1940 of
this chapter and §1955.137 of subpart C
of part 1955 of this chapter. When it is
determined that all conditions of
§1951.5568(b) of subpart L of part 1951 of
this chapter have been met, loans for
unauthorized assistance will be treated
as authorized loans and exhibit A with
attachments 1 and 2 of subpart S of
part 1951 of this chapter will be sent
prior to accepting a voluntary convey-
ance. Those borrowers who are in-
debted for nonprogram (NP) loans who
wish to voluntarily convey property
will not be sent exhibit A with attach-
ments 1 and 2 of subpart S of part 1951
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of this chapter. For Farmer Program
borrowers who have received exhibit A
with attachments 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 Gov-
ernment’s best financial interest. Re-
jection of an offer of voluntary convey-
ance made before or after acceleration
from an FP borrower is appealable. For
borrowers having both FP and non-FP
loans secured by a farm tract, a vol-
untary conveyance should be handled
as outlined above for non-FP loans se-
cured by farm tracts, except that the
applicable servicing option for the FP
and non-FP loans should be considered
separately. This separation of servicing
options may permit a borrower to re-
tain the nonfarm tract. For newly con-
structed SFH properties with major
construction defects, see subpart F of
part 1924 of this chapter.

(a) Authority—(1) Loans to individuals.
(i) SFH loans. The County Supervisor is
authorized to accept voluntary convey-
ances regardless of amount of indebted-
ness.

(ii) FP loans. The County Supervisor
is authorized to accept voluntary con-
veyance of property secured by Farmer
Program loans if the total indebtedness
against the property including prior
and junior liens, does not exceed his/
her approval authority for the type of
loan (or combination of types) in-
volved. Loan approval authorities are
outlined in exhibits A through E of
FmHA or its successor agency under
Public Law 103-354 Instruction 1901-A
(available in any FmHA or its suc-
cessor agency under Public Law 103-354
office). The State Director is author-
ized to approve voluntary conveyances
regardless of amount of indebtedness.

(2) Loans to organizations. (i) The
State Director is authorized to approve
voluntary conveyance of property se-
curing Farmer Programs and EOC
loans regardless of amount of indebted-
ness.

(ii) The State Director is authorized
to approve voluntary conveyance of
property securing MFH loans if the
total indebtedness against the prop-
erty, including prior and junior liens,
does not exceed his/her approval au-
thority for the type loan involved.
Loan approval authorities are outlined
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in exhibits A through E of FmHA or its
successor agency under Public Law 103-
354 Instruction 1901-A (available in any
FmHA or its successor agency under
Public Law 103-354 office).

(iii) Offers to convey property secur-
ing loans other than those outlined in
paragraphs (a)(2)(i) and (ii) of this sec-
tion will be submitted to the Adminis-
trator for approval prior to acceptance
of the conveyance offer. Submissions
will include the case file; OGC’s opin-
ion on settling any other liens in-
volved; a statement of essential facts;
and recommendations of the State Di-
rector and Program Chief. Submissions
are to be addressed to the Adminis-
trator, ATTN: (appropriate program di-
vision.)

(b) Forms and documents. All forms
and documents in connection with vol-
untary conveyance will be prepared
and distributed in accordance with the
respective FMI or applicable OGC in-
structions. For loans to individuals
when the County Supervisor has ap-
proval authority, the facts will be doc-
umented 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 a narrative report to the
appropriate approval official.

(c) Liens against the property other
than FmHA or its successor agency under
Public Law 103-354 liens—(1) Prior liens.
(i) The approval official will determine
whether or not prior liens will be paid.
Normally, the Government will pay
prior liens in full prior to acquisition
if:

(A) A substantial recovery on the
Government’s investment plus the
amount of the prior lien(s) can be ob-
tained; and

(B) The holder of the prior lien(s) ob-
jects to the Government accepting vol-
untary 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 made while title
to the property is held by the Govern-
ment in accordance with §1955.67 of
subpart B of part 1955 of this chapter.

(2) Junior liens. The borrower must
satisfy junior liens on the property (ex-
cept FmHA or its successor agency
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under Public Law 103-354 liens) and pay
real estate taxes or assessments which
are or will become a lien on the prop-
erty. However, if the borrower is un-
able or unwilling to do so, settlement
of the liens may be made by FmHA or
its successor agency under Public Law
103-354 if settlement would be in the
best interest of the Government, con-
sidering all factors such as length of
time required to foreclose, vandalism
or other deterioration of the property
which might occur, and effect on man-
agement of a MFH project and its ten-
ants. An FmHA or its successor agency
under Public Law 103-354 official will
contact junior lienholders, negotiate
the most favorable settlement possible,
and determine whether it is in the Gov-
ernment’s best interest to settle the
junior liens and accept the voluntary
coveyance.

(i) For loans to individuals, the ap-
proval official is authorized to settle
junior liens in the smallest amount
possible, but not to exceed an aggre-
gate amount of $1,000 in each SFH case
or $5,000 for other type loans. For jun-
ior liens in greater amounts when the
approval official is the County Super-
visor or District Director, prior author-
ization must be obtained from the
State Director.

(ii) For loans to organizations, the
State Director will determine whether
or not junior liens will be settled and
voluntary conveyance accepted.

(3) Payment of liens. A lien to be set-
tled in accordance with paragraph
(c)(1)({) or (c)(2) of this section will be
paid as outlined in §1955.5(d) of this
subpart and charged to the borrower’s
account as a recoverable cost.

(d) Offer of voluntary conveyance. An
offer of voluntary conveyance will con-
sist of the following:

(1) Form FmHA or its successor agen-
cy under Public Law 103-354 1955-1,
“Offer to Convey Security.”

(2) Warranty deed, or other deed ap-
proved by OGC to comply with State
Laws. The deed will not be recorded
until it is determined the voluntary
conveyance will be accepted. At the
time of the offer, the borrowers will be
informed that the conveyance will not
be accepted until the property has been
appraised and a lien search has been
obtained. If the voluntary conveyance
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is not accepted, the deed and Form
FmHA or its successor agency under
Public Law 103-354 1955-1, properly exe-
cuted, will be returned to the borrower
along with a memorandum stating the
reason(s) for nonacceptance.

(3) A current financial statement
containing information similar to that
required to complete Forms FmHA or
its successor agency under Public Law
103-354 410-1, ‘‘Application for FmHA or
its successor agency under Public Law
103-354 Services” or FmHA or its suc-
cessor agency under Public Law 103-354
442-3, ‘‘Balance Sheet,” and informa-
tion on present income and potential
earning ability. Exception for SFH
loans: FmHA or its successor agency
under Public Law 103-354 requires a
budget and/or financial statement and,
if necessary to discover suspected un-
disclosed assets, a search of public
records, only when the value of the se-
curity property may be less than the
debt.

(4) For organization borrowers, a
duly-adopted Resolution by the gov-
erning body authorizing the convey-
ance and certified by the attesting offi-
cial with the corporate seal affixed.
The Resolution will indicate which of-
ficials are authorized to execute the
offer to convey and the deed on behalf
of the borrower. If shareholder ap-
proval is necessary, the Resolution will
specifically recite that shareholder ap-
proval has been obtained.

(5) If water rights, mineral rights, de-
velopment rights, or other use rights
are not fully covered in the deed, the
advice of OGC will be obtained and ap-
propriate documents to transfer rights
to the Government will be obtained be-
fore the voluntary conveyance is ac-
cepted. The documents will be re-
corded, if necessary, in connection with
closing the conveyance.

(6) If property is under lease, an as-
signment of the lease to the Govern-
ment will be obtained with the effec-
tive date being the date the voluntary
conveyance is closed. If an oral lease is
in force, it will be reduced to writing
and assigned to the Government.

(7) The borrower may be required to
provide a title insurance policy or a
final title opinion from a designated
attorney when the State Director de-
termines it is necessary to protect the
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Government’s interest. Such title in-
surance policy or final title opinion
will show title vested to the Govern-
ment subject only to exceptions and
liens approved by the County Super-
visor.

(8) Farmer program loan borrowers
who voluntarily convey after receiving
the appropriate loan servicing notice(s)
contained in the attachments of ex-
hibit A of subpart S of part 1951 of this
chapter, must properly complete and
return the acknowledgement form sent
with the notice.

(9) For MFH loans, assignment of
Housing Assistance Payment (HAP)
Contracts will be obtained. Rental As-
sistance will be retained until the
State Director is advised by OGC that
FmHA or its successor agency under
Public Law 103-354 has title to the
property, but may be suspended while
the conveyance is pending according to
exhibit E of subpart C of part 1930 of
this chapter.

(e) Appraisal of property. After an
offer of voluntary conveyance, but be-
fore acceptance by FmHA or its suc-
cessor agency under Public Law 103-
354, an appraisal of the property will be
made to establish the current market
value of the property. If a qualified
FmHA or its successor agency under
Public Law 103-354 appraiser is not
available to appraise property securing
a loan other than MFH, the State Di-
rector may obtain an appraisal from a
qualified appraiser outside FmHA or
its successor agency under Public Law
103-354 in accordance with FmHA or its
successor agency under Public Law 103—
354 Instruction 2024-A (available in any
FmHA or its successor agency under
Public Law 103-354 office). For property
securing MFH, prior authorization
must be obtained by the Assistant Ad-
ministrator, Housing, to secure an ap-
praisal from a source outside FmHA or
its successor agency under Public Law
103-354. For property securing FP
loan(s), the contract appraiser must
complete the appraisal in accordance
with §761.7 of this title for FP prop-
erty, or subpart C of part 1922 for Sin-
gle Family Housing property. Also, the
appraiser must meet at least one of the
following qualifications:

(1) Certification by a National or
State Appraisal Society.
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(2) If a certified appraiser is not
available, the appraiser may be one
who meets the criteria for certification
in a National or State Appraisal Soci-
ety.

(3) The appraiser has recent, relevant
documented appraisal experience or
training, or other factors clearly estab-
lishing the appraiser’s qualifications.

(f) Processing offer to convey security
and acceptance by FmHA or its successor
agency under Public Law 103-354. If a
borrower has both SFH and other type
loans, the portion of this paragraph
dealing with the loan(s) other than
SFH will be followed.

(1) SFH loans. FmHA or its successor
agency under Public Law 103-354 does
not solicit or encourage conveyance of
SFH security property to the Govern-
ment and will consider a borrower’s
offer to convey by deed in lieu of fore-
closure only after the debt is acceler-
ated and when it is in the Govern-
ment’s interest. Upon receipt of an
offer to convey, the servicing official
will remind the borrower of provisions
for voluntary liquidation under
§1965.125(a) of subpart C of part 1965 of
this chapter, and the consequences of a
conveyance by deed in lieu of fore-
closure as follows: All costs related to
the conveyance which FmHA or its
successor agency under Public Law 103-
354 pays will be added to the debt; a
credit equal to the market value of the
property, as determined by FmHA or
its successor agency under Public Law
103-354, 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 §1955.10(h)(5) of this subpart,
may be settled according to subpart B
of part 1956 of this chapter; however, a
deficiency judgment will not be pur-
sued when the borrower was granted a
moratorium if the borrower faithfully

tried to meet loan obligations. The
conveyance is processed as follows:
(i) Before accepting the offer, the

County Supervisor will transmit the
deed to a closing agent requesting a
title search covering the period of time
since the latest title opinion in the
case file. The same agent who closed
the loan should be used, if possible;
otherwise one will be selected from the
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approved list of closing agents, taking
care that cases are distributed fairly
among approved agents. The closing
agent may be instructed that the Coun-
ty Supervisor considers the voluntary
conveyance offer conditionally ap-
proved, and the closing agent may
record the deed after the title search if
there are no liens against the property
other than:

(A) The FmHA or its successor agen-
cy under Public Law 103-354 lien(s);

(B) Prior liens when FmHA or its
successor agency under Public Law 103-
354 has advised the closing 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 handled in
accordance with §1955.10(c)(1) of this
subpart; and/or

(C) Real estate taxes and/or assess-
ments which must be paid when title to
the property is transferred.

(ii) If junior liens are discovered, the
closing agent will be requested to pro-
vide FmHA or its successor agency
under Public Law 103-354 with the
lienholder’s name, amount of lien, date
recorded, and the recording informa-
tion (recording office, book and page),
return the unrecorded deed to FmHA
or its successor agency under Public
Law 103-354, and await further instruc-
tions from FmHA or its successor agen-
cy under Public Law 103-354. In such
cases, the County Supervisor will pro-
ceed in accordance with §1955.10(c)(2) of
this subpart. If agreement has been
reached with the lienholder(s) for set-
tling the junior lien(s) in order to ac-
cept the conveyance, the deed will be
returned to the closing agent for a title
update and recording.

(iii) The closing agent will be re-
quested to provide a certification of
title to FmHA or its successor agency
under Public Law 103-354 after recorda-
tion of the deed. A certification of title
in a statement that fee title is vested
in the Government subject only to the
FmHA or its successor agency under
Public Law 103-354 lien(s) and prior
liens previously approved by FmHA or
its successor agency under Public Law
103-354. After receipt of the certifi-
cation of title, the County Supervisor
will notify the borrower that the con-
veyance has been accepted in accord-
ance with §1955.10(g) of this subpart.
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(2) Consolidated Farm and Rural Devel-
opment Act (CONACT) loans to individ-
uals. For CONACT loans to individuals,
as defined in §1955.3 of this subpart,
where the FmHA or its successor agen-
cy under Public Law 103-354 indebted-
ness plus any prior liens exceeds the
market value of the property, the
County Committee must take certain
action if it is to recommend that the
borrower and any cosigner be released
from liability.

(i) Release from liability. The County
Committee must determine that the
borrower(s) and any cosigner do not
have reasonable ability to pay all or a
substantial part of the balance of the
debt owed after the voluntary convey-
ance, taking into consideration their
assets and income at the time of the
conveyance; and that the borrower and
any cosigner have cooperated in good
faith, used due diligence to maintain
the security against loss, and have oth-
erwise fulfilled the covenants incident
to the loan to the best of their ability;
and they must recommend that the
borrower and any cosigner be released
from personal liability for any balance
due on the secured indebtedness upon
conveyance of the property to the Gov-
ernment. This action will be docu-
mented by checking the appropriate
block on Form FmHA or its successor
agency under Public Law 103-354 440-2,
“County Committee Certification or
Recommendation,” as specified in the
Forms Manual Insert (FMI).

(ii) Unsatisfied indebtedness. If the
County Committee does not rec-
ommend release from liability, the bor-
rower must be informed that the in-
debtedness cannot be satisfied but a
credit can be given equal to the market
value less prior lien(s) (if any) and the
borrower will determine if the bor-
rower wishes to make a new offer on
that basis. If a new offer is made and
accepted, the account will be handled
as an unsatisfied account as outlined in
§1955.18(f) of this subpart. When the
Agency debt less the market value and
prior liens is $1 million or more (in-
cluding principal, interest and other
charges), release of liability must be
approved by the Administrator or des-
ignee; otherwise, the State Director
must approve the release of liability.
All cases requiring a release of liability
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will be submitted for review in accord-
ance with exhibit A of subpart B of
part 1956 of this chapter (available in
any FSA office).

(iii) Crediting accounts. FmHA or its
successor agency under Public Law 103—
364 will credit the account of a Native
American borrower-owner whose real
property secured an FP loan with the
fair market value or the FmHA or its
successor agency under Public Law 103—
354 debt against the property, which-
ever is greater. To receive such credit,
the real property must be located with-
in the boundaries of a federally recog-
nized Indian reservation and the Coun-
ty Committee must certify that:

(A) The borrower-owner is a member
of a tribe or the tribe.

(B) The property is located within
the confines of a federally recognized
Indian reservation.

(iv) Loans which are within the County
Supervisor’s approval authority. The
same procedure outlined in paragraph
(£)(1)(1) through (f)(1)(iii) of this section
will be followed. The conveyance will
be accepted in full satisfaction of the
indebtedness unless:

(A) The market value of the property
to be conveyed is less than the total of
FmHA or its successor agency under
Public Law 103-354 indebtedness and
prior lien(s), if any, and the County
Committee has not recommended the
borrower be released from liability; or

(B) The borrower has made a new
offer agreeing to accept a credit in the
amount of the market value of the se-
curity property less prior lien(s), if
any, in which case the conveyance will
be accepted for the market value of the
property conveyed to FmHA or its suc-
cessor agency under Public Law 103-354
less prior lien(s), if any.

(v) Loans which are NOT within the
County Supervisor’s approval authority

(A) When an offer to convey is re-
ceived from the borrower, the County
Supervisor will request a closing agent,
selected in accordance with paragraph
(f)(1)(1) of this section, to make a title
search covering the period of time
since the latest title opinion in the
case file. The case file containing the
following will be forwarded to the ap-
propriate approval official:
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(I) Form FmHA or its successor agen-
cy under Public Law 103-354 1955-2,
“Report on Real Estate Problem Case;”’

(2) Report of title search;

(3) Borrower’s offer of voluntary con-
veyance (consisting of applicable items
outlined in paragraphs (d)(1) through
(d))(8) of this section);

(4) Current appraisal of property;

(5) Unpaid balance on FmHA or its
successor agency under Public Law 103—
354 indebtedness and other liens, both
prior and junior, if any:

(6) Form FmHA or its successor agen-
cy under Public Law 103-354 440-2 exe-
cuted in accordance with the FMI con-
cerning release from liability if prop-
erty value is less than the debt plus
prior liens, if any;

(B) If the approval official deter-
mines the conveyance should be ac-
cepted, the file will be returned to the
County Supervisor with a memo-
randum of conditional approval. The
same conditions for release of liability
apply an in paragraph (f)(2)(i) of this
section. If the approval official does
not concur in acceptance of the con-
veyance, the file will be returned with
a memorandum stating the reasons for
rejecting the offer and giving instruc-
tions to the County Supervisor for fur-
ther servicing of the account.

(C) After the approval official has
conditionally approved the convey-
ance, the County Supervisor will for-
ward the deed to a closing agent with
instructions to record it provided no
liens have been recorded since the re-
cent title search. The closing agent
will be requested to provide a certifi-
cation of title to FmHA or its suc-
cessor agency under Public Law 103-354
after recordation of the deed. After re-
ceipt of the certification of title, the
County Supervisor will notify the bor-
rower that the conveyance has been ac-
cepted in accordance with paragraph
(h) of this section.

(3) Loans to organizations. When an
offer of voluntary conveyance is re-
ceived from an organization borrower,
the servicing official will submit the
offer and the case file containing the
items outlined in paragraph (f)(3)(ii) or
(£)(3)(iii) of this section, as applicable,
to the State Director. The State Direc-
tor will obtain the advice of OGC on all
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offers of voluntary conveyance from or-
ganization borrowers. OGC will be re-
quested to issue instructions for proc-
essing and closing the conveyance.
When the market value of the property
being conveyed (less prior liens, if any)
is less than the FmHA or its successor
agency under Public Law 103-354 debt,
full consideration must be given to the
borrower’s present situation and future
prospects for paying all or a part of the
FmHA or its successor agency under
Public Law 103-354 debt. In such a case,
the County Committee must make a
favorable recommendation if the bor-
rower is to be released from liability;
and if the FmHA or its successor agen-
cy under Public Law 103-354 debt less
the market value and prior liens ex-
ceeds $25,000, release of liability must
be approved by the Administrator.

(i) Items to be included in the bor-
rower’s case file for MFH loans:

(A) Report on Multiple-Family Hous-
ing Problem Case, (exhibit A to this
subpart available in any FmHA or its
successor agency under Public Law 103-
354 office);

(B) Liquidation and management
plan with specific recommendations of
the District Director;

(C) Form FmHA or its successor
agency under Public Law 103-354 1955-1;

(D) Resolution authorizing the con-
veyance, if applicable;

(E) Report of title search from an ap-
proved closing agent covering the pe-
riod of time since the latest title opin-
ion is the case file;

(F) Form FmHA or its successor
agency under Public Law 103-354 1930-7,
“Statement of Budget and Cash Flow,”
(operating budget for first year and
typical year);

(G) Form FmHA or its successor
agency under Public Law 103-354 1930-8,
“Year End Report and Analysis for Fis-
cal Year Ending ,”’ (Balance
Sheet Portion);

(H) Current appraisal prepared by a
MFH designated appraiser;

(I) Balance on FmHA or its successor
agency under Public Law 103-354 ac-
count(s) and other liens, if any;

(J) Assignment of Housing Assistance
Payment (HAP) contracts, if applica-
ble, along with evidence of contract
with HUD;
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(K) Current statement of account
from the Finance Office;

(L) Development plan with break-
down of costs, if applicable; and

(M) Form FmHA or its successor
agency under Public Law 103-354 440-2,
executed in accordance with the FMI,
when applicable.

(ii) Items to be included in the bor-
rower’s case file for loans other than
MFH:

(A) Report on Servicing Action (ex-
hibit A to subpart E of part 1951 of this
Chapter, available in any FmHA or its
successor agency under Public Law 103—
354 office);

(B) Liquidation and management
plan;

(C) Form FmHA or its successor
agency under Public Law 103-354 1955-1;

(D) Organization’s Resolution au-
thorizing the conveyance;

(BE) Report of title search from an ap-
proved closing agent covering the pe-
riod of time since the latest title opin-
ion in the case file;

(F) Form FmHA or its successor
agency under Public Law 103-354 442-3;

(G) Current appraisal;

(H) Statement showing income and
expenses due but unpaid;

(I) Balance on FmHA or its successor
agency under Public Law 103-354 ac-
count(s) and other liens, if any; and

(J) Form FmHA or its successor
agency under Public Law 103-354 440-2,
executed in accordance with the FMI
concerning release from liability if
property value is less than the FmHA
or its successor agency under Public
Law 103-354 indebtedness plus prior
liens, if any.

(g) Closing of conveyance. (1) The con-
veyance to the Government will be
considered closed when the recorded
deed has been returned to FmHA or its
successor agency under Public Law 103—
354, a certification of title is received
from the closing agent that title is
vested in the Government with no out-
standing encumbrances other than the
FmHA or its successor agency under
Public Law 103-354 lien(s) or previously
approved prior liens, and the borrower
is notified of the acceptance of the con-
veyance. For loans to organizations,
OGC will be requested to review the
case to verify that it was closed prop-
erly. The property will be assigned an
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ID number and entered into the Ac-
quired Property Tracking System
through the Automated Discrepancy
Processing System (ADPS) terminal in
the County Office.

(2) When costs incident to the com-
pletion of the transaction are to be
paid by the Government, the servicing
official will prepare and process the
necessary documents as outlined in
§1955.5(d) of this subpart and the costs
will be charged to the borrower’s ac-
count as recoverable costs. This in-
cludes taxes and assessments, water
charges which protect the right to re-
ceive water, other liens, closing agent’s
fee, and any other costs related to the
conveyance.

(h) Actions to be taken after closing
conveyance. (1) When the FmHA or its
successor agency under Public Law 103—
3564 account is satisfied, the note(s) will
be stamped ‘‘Satisfied by Surrender of
Security and Borrower Released from
Liability,” and the statement must be
signed by the servicing official.

(2) When the FmHA or its successor
agency under Public Law 103-354 ac-
count is not satisfied and the borrower
is not released from liability, the
note(s) will be retained by FmHA or its
successor agency under Public Law 103-
354.

(3) The servicing official will release
the lien(s) of record, indicating that
the debt was satisfied by surrender of
security or that the lien is released but
the debt not satisfied, whichever is ap-
plicable. If the lien is to be released
but the debt not satisfied, OGC will
provide the type of instrument re-
quired to comply with applicable State
laws.

(4) After release of the lien(s), the
servicing official will return the fol-
lowing to the borrower:

(i) If borrower is released from liabil-
ity, the satisfied note(s) and a copy of
Form FmHA or its successor agency
under Public Law 103-354 1955-1 show-
ing acceptance by the Government; or

(ii) If borrower is not released from
liability, a copy of Form FmHA or its
successor agency under Public Law 103-
354 1955-1 showing acceptance by the
Government.

(56) When the FmHA or its successor
agency under Public Law 103-354 ac-
count is not satisfied and the borrower

§1955.11

not released from liability, the account
balance, after deducting the ‘‘as is”
market value and prior liens, if any,
will be accelerated utilizing exhibit F
of this subpart (available in any FmHA
or its successor agency under Public
Law 103-354 office).

(6) For MFH loans, the State Direc-
tor will cancel any interest credit and
suspend any rental assistance. These
actions will be accomplished by noti-
fying the Finance Office unit which
handles MFH accounts. In the interm
the tenants will continue rental pay-
ments in accordance with their lease.
Tenants will be informed of the pend-
ing liquidation action and the possible
consequences of the action. FmHA or
its successor agency under Public Law
103-354 Guide Letters 1965-E-2, 1965-E—
3, and 1965-E-5 (available in any FmHA
or its successor agency under Public
Law 103-354 office) may be used to in-
form tenants, but should be modified to
reflect the specific action and cir-
cumstances. If the project is to be re-
moved from the FmHA or its successor
agency under Public Law 103-354 pro-
gram, a minimum of 180 days’ notice to
the tenants is required. Letters of Pri-
ority Entitlement must be made avail-
able to any tenants that will be dis-
placed as required by §1965.215(e)(4) of
subpart E of part 1965 of this chapter.

(7) Actions outlined in §1955.18 of this
subpart will be taken, as applicable.

[60 FR 23904, June 7, 1985, as amended at 50
FR 45782, Nov. 1, 1985; 561 FR 45433, Dec. 18,
1986; 52 FR 48519, Dec. 23, 1987; 563 FR 27826,
July 25, 1988; 563 FR 35762, Sept. 14, 1988; 56 FR
12645, Mar. 27, 1991; 56 FR 15821, Apr. 18, 1991;
56 FR 40245, Aug. 14, 1991; 57 FR 1372, Jan. 14,
1992; 58 FR 38926, July 21, 1993; 58 FR 44752,
Aug. 25, 1993; 58 FR 68725, Dec. 29, 1993; 60 FR
28320, May 31, 1995; 64 FR 62568, Nov. 17, 1999]

§1955.11 Conveyance of property to
FmHA or its successor agency
under Public Law 103-354 by trust-
ee in bankruptcy.

(a) Authority. With the advice of OGC
(and prior approval of the National Of-
fice for MFH, Community Programs,
and insured B&I loans), the State Di-
rector within his/her authority is au-
thorized to accept a conveyance of
property to the Government by the
Trustee in Bankruptcy, provided:

(1) The Bankruptcy Court has ap-
proved the conveyance;
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