
1023

Rural Utilities Service, USDA § 1779.81 

the lender for the unpaid principal and 
interest balance (less the lender’s serv-
icing fee). The guarantee does not 
cover interest accruing after 90 days 
from the date the lender’s or Agency’s 
letter requesting the holder to tender 
its guaranteed portion. The lender 
must not repurchase from the holder 
for arbitrage purposes to further its 
own financial gain. Any repurchase 
must be made only after the lender ob-
tains the Agency written approval. If 
the lender does not repurchase the por-
tion from the holder, the Agency may, 
at its option, purchase such guaranteed 
portion for servicing purposes.

§ 1779.79 [Reserved]

§ 1779.80 Interest rate changes after 
loan closing. 

(a) General.Subject to the restrictions 
below, the borrower, lender, and holder 
(if any) may collectively effect a per-
manent reduction in the interest rate 
on the guaranteed loan at any time 
during the life of the loan on written 
agreement by all of the applicable par-
ties. After such a permanent reduction, 
the Loan Note Guarantee will only 
cover losses of interest at the reduced 
interest rate. The Agency must be no-
tified by the lender, in writing, within 
10 calendar days of the change. When 
the Agency is a holder, it will concur 
only when it is demonstrated that the 
change is more viable than liquidation 
and that the Government’s financial 
interests are not adversely affected. 
Factors which will be considered in 
making such determination are the 
Government’s cost of borrowing money 
and the project’s enhancement of rural 
development. The monetary recovery 
must be greater than the liquidation 
recovery, and a financial feasibility 
analysis must show the project’s con-
tinued viability. 

(1) Fixed rates cannot be changed to 
variable rates to reduce the interest 
rate to the borrower unless the vari-
able rate has a ceiling which is less 
than the original fixed rate. 

(2) Variable rates can be changed to a 
lower fixed rate. In a final loss settle-
ment when qualifying rate changes are 
made with the required written agree-
ments and notification, the interest 
will be calculated for the periods the 

given rates were in effect. The lender 
must maintain records which ade-
quately document the accrued interest 
claimed. 

(3) The lender is responsible for the 
legal documentation of interest rate 
changes. However, the lender may not 
issue a new note. 

(b) Increases.No increases in interest 
rates will be permitted under the loan 
guarantee except the normal fluctua-
tions in approved variable interest rate 
loans.

§ 1779.81 Liquidation. 
Liquidation will occur when the lend-

er concludes that liquidation of the 
guaranteed loan is necessary because of 
default or third party actions that the 
borrower cannot, or will not, cure or 
eliminate within a reasonable period of 
time and the Agency concurs with the 
lender; or the Agency, at any time, 
independently concludes that liquida-
tion is necessary. The lender will pro-
ceed as expeditiously as possible, in-
cluding giving any notices or taking 
any legal actions required by the secu-
rity instruments. 

(a) General.If a lender has made a 
loan guaranteed by the Agency under 
previous regulations, the lender has 
the option to liquidate the loan under 
the provisions of this part or under the 
provisions of previous regulations. The 
lender will notify the Agency in writ-
ing within 10 days after its decision to 
liquidate, which regulatory provisions 
it chooses to use. The lender may not 
choose some provisions of one regula-
tion and other provisions of the other 
regulation. 

(b) Acquiring property titles.If a lender 
acquires title to property, the Agency 
may elect to permit the lender the op-
tion of calculating the final loss settle-
ment using the net proceeds received 
at the time of the ultimate disposition 
of the property. The lender must sub-
mit to the Agency a written request to 
use this option within 15 days of ac-
quiring title and the Agency must 
agree, in writing, prior to the lender 
submitting any request for estimated 
loss payment. 

(c) Liquidation plan.The lender will 
(within 30 days after a decision to liq-
uidate) submit to the Agency, in writ-
ing, a proposed, detailed liquidation 
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