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as required under paragraph (b) of this
section. On a dealer loan, the inspec-
tion shall be completed within 60 days
after the date of disbursement. On a di-
rect loan, the inspection shall be com-
pleted within 60 days after receipt of
the completion certificate, or as soon
as the lender determines that the bor-
rower is unwilling to cooperate in sub-
mitting the completion certificate. The
purpose of the inspection is to verify
the eligibility of the improvements and
whether the work has been completed.
If the borrower will not cooperate in
permitting an on-site inspection, the
lender shall report this fact to the Sec-
retary.

(d) Inspection requirement on dealer
manufactured home loans. For any man-
ufactured home purchase loan or com-
bination loan involving the sale of a
manufactured home by a dealer, the
lender (or an agent of the lender that is
not a manufactured home dealer) shall
conduct a site-of-placement inspection
within 60 days after the date of dis-
bursement to verify that:

(1) The terms and conditions of the
purchase contract have been met;

(2) The manufactured home and any
itemized options and appurtenances in-
cluded in the purchase price of the
home or financed with the loan pro-
ceeds have been delivered and in-
stalled; and

(3) The placement certificate exe-
cuted by the borrower and the dealer is
in order.

(Approved by the Office of Management and
Budget under control number 2502-0328)

[50 FR 43523, Oct. 25, 1985, as amended at 56
FR 52434, Oct. 18, 1991; 61 FR 19799, May 2,
1996]

§201.41 Loan servicing.

(a) Generally. The lender shall service
loans in accordance with accepted
practices of prudent lending institu-
tions. It shall have adequate facilities
for contacting the borrower in the
event of default, and shall otherwise
exercise diligence in collecting the
amount due. The lender shall remain
responsible to the Secretary for proper
collection efforts, even though actual
loan servicing and collection may be
performed by an agent of the lender.
The lender shall have an organized
means of identifying, on a periodic
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basis, the payment status of delinquent
loans to enable collection personnel to
initiate and follow-up on collection ac-
tivities, and shall document its records
to reflect its collection activities on
delinquent loans.

(b) Partial payments. The lender shall
accept any partial payment (inclusive
of late charges) under an executed
modification agreement or an accept-
able repayment plan, and either apply
it to the borrower’s account or hold it
in a trust account pending disposition.
When partial payments held for dis-
position aggregate a full monthly in-
stallment, they shall be applied to the
borrower’s account, thus advancing the
date of the oldest unpaid installment.
If a partial payment is received more
than 60 days after the date of default
and was not submitted under a repay-
ment plan or a modification agree-
ment, the partial payment may be re-
turned to the borrower, with a letter of
explanation.

§201.42 Bankruptcy,
death of borrower.

insolvency or

(a) Bankruptcy or insolvency. The
lender shall file a proof of claim with
the court having jurisdiction when the
lender has timely information that a
borrower is involved in bankruptcy or
insolvency proceedings, except that a
proof of claim need not be filed if the
court notifies the lender that the bor-
rower has no assets and a proof of
claim should not be filed. The notice of
bankruptcy and a copy of the proof of
claim (or the notice from the court
that a proof of claim is not required)
shall be retained in the loan file.

(b) Death of a borrower. The lender
shall file a proof of claim with the
court having jurisdiction when the
lender has timely information that a
borrower is deceased, unless the lender
determines that there will not be a pro-
bate proceeding. A copy of the proof of
claim (or documentation as to why a
proof of claim was not filed) shall be
retained in the loan file.

(c) Responsibility of the lender after in-
surance claim is filed. After the Sec-
retary pays an insurance claim, the
Secretary will notify the bankruptcy
or probate court, as appropriate, that
the loan has been assigned to the
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United States and will request substi-
tution as the party to whom the claim
is owed. Until the insurance claim is
paid, the lender shall take all steps
necessary to protect the interests of
the holder of the note in any bank-
ruptcy or probate proceeding.

[54 FR 36266, Aug. 31, 1989]

§201.43 Administrative reports and ex-
aminations.

The Secretary may call upon a lender
for any reports deemed necessary in
connection with the regulations in this
part and may inspect the loan files,
records, books and accounts of the
lender as they pertain to the loans re-
ported for insurance.

Subpart F—Default Under the Loan
Obligation

§201.50 Lender efforts to cure the de-
fault.

(a) Personal contact with the borrower
before acceleration and foreclosure or re-
possession. The lender shall undertake
foreclosure or repossession of the prop-
erty securing a Title I loan that is in
default only after the lender has serv-
iced the loan in a timely manner and
with diligence in accordance with the
requirements of this part, and has
taken all reasonable and prudent meas-
ures to induce the borrower to bring
the loan account current. Before tak-
ing action to accelerate the maturity
of the loan, the lender or its agent
shall contact the borrower and any co-
maker or co-signer, either in a face-to-
face meeting or by telephone, to dis-
cuss the reasons for the default and to
seek its cure. If the borrower and the
co-makers or co-signers cannot be lo-
cated, will not discuss the default, or
will not agree to its cure, the lender
may proceed to take action under para-
graph (b) of this section. The lender
shall document the results of its efforts
to contact the borrower and any co-
maker or co-signer, and shall place in
the loan file a copy of any modification
agreement or repayment plan that has
been offered.

(b) Notice of default and acceleration.
Unless the borrower cures the default
or agrees to a modification agreement
or repayment plan, the lender shall

§201.50

provide the borrower with written no-
tice that the loan is in default and that
the loan maturity is to be accelerated.
In addition to complying with applica-
ble State or local notice requirements,
the notice shall be sent by certified
mail and shall contain:

(1) A description of the obligation or
security interest held by the lender;

(2) A statement of the nature of the
default and of the amount due to the
lender as unpaid principal and earned
interest on the note as of the date 30
days from the date of the notice;

(3) A demand upon the borrower ei-
ther to cure the default (by bringing
the loan current or by refinancing the
loan) or to agree to a modification
agreement or a repayment plan, by not
later than the date 30 days from the
date of the notice;

(4) A statement that if the borrower
fails either to cure the default or to
agree to a modification agreement or a
repayment plan by the date 30 days
from the date of the notice, then, as of
the date 30 days from the date of the
notice, the maturity of the loan is ac-
celerated and full payment of all
amounts due under the loan is re-
quired;

(6) A statement that if the default
persists the lender will report the de-
fault to an appropriate credit reporting
agency; and

(6) Any other requirements
scribed by the Secretary.

(c) Reinstatement of the loan. The
lender may rescind the acceleration of
maturity after full payment is due and
reinstate the loan only if the borrower
brings the loan current, executes a
modification agreement, or agrees to
an acceptable repayment plan.

(d) Notice to credit reporting agency. If
the loan maturity is accelerated and
the loan is not reinstated, the lender
shall report the default to an appro-
priate credit reporting agency.

pre-

(Approved by the Office of Management and
Budget under control number 2502-0328)

[60 FR 43523, Oct. 25, 1985, as amended at 52
FR 33407, Sept. 3, 1987; 56 FR 52434, Oct. 18,
1991; 57 FR 6480, Feb. 25, 1992]
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