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information or make an effort to ob-
tain a more acceptable offer, as the cir-
cumstances justify. Notice of rejection 
of an offer will be withheld in such 
cases until sufficient time has elapsed 
to enable the debtor to present further 
information or a new offer. 

(c) Rejection. When a debt settlement 
application is rejected, the State Di-
rector will: 

(1) Insert the reasons for rejection on 
the Form FmHA or its successor agen-
cy under Public Law 103–354 1956–1. 

(2) Retain the original Form FmHA 
or its successor agency under Public 
Law 103–354 1956–1 in the State Office 
and return case files and copies of 
Form FmHA or its successor agency 
under Public Law 103–354 1956–1 to the 
servicing official. 

(3) Request the Finance Office to re-
turn any adjustment or compromise 
payment held by the Finance Office to 
the borrower, in care of the servicing 
official. 

(4) Return any adjustment or com-
promise payment held by the State Of-
fice to the borrower, in care of the 
servicing official. 

(5) Notify the debtor in writing of the 
reasons for the rejection for com-
promise and adjustment offers under 
§ 1956.124 and cancellations with appli-
cation under § 1956.130(a) of this sub-
part. 

(d) Appeal rights. In accordance with 
Subpart B of Part 1900 of this chapter, 
the debtor will be given the right to ap-
peal the rejection of any debt settle-
ment offer made by the debtor under 
this subpart.

§ 1956.139 Collections. 
(a) When the debtor offers a lump-

sum payment in compromise or an ini-
tial payment on an adjustment offer, 
that payment will accompany the set-
tlement application at the time the ap-
plication is filed with the servicing of-
ficial. 

(b) Except as provided in paragraph 
(c) of this section, debt settlement pay-
ments will be deposited and trans-
mitted as required in Subpart B of Part 
1951 of this chapter. 

(c) Checks or check transmittal let-
ters containing restrictive notations 
such as ‘‘Settlement in full’’ or ‘‘Pay-

ment in full,’’ will be forwarded to the 
State Office where they will be re-
tained until approval or rejection of 
the offer. The use of restrictive nota-
tions will be discouraged to the fullest 
extent possible. 

(d) All payments evidenced by Form 
FmHA or its successor agency under 
Public Law 103–354 451–2, ‘‘Schedule of 
Remittances,’’ bearing the legend 
‘‘Compromise Offer—FmHA or its suc-
cessor agency under Public Law 103–
354’’ or ‘‘Adjustment Offer—FmHA or 
its successor agency under Public Law 
103–354,’’ will be held in the Deposits 
Fund Account by the Finance Office 
until notification is received from the 
State Office of the approval or rejec-
tion of the offer. 

(1) Upon receipt of an approved Form 
FmHA or its successor agency under 
Public Law 103–354 1956–1, remittances 
will be applied in accordance with es-
tablished policies, beginning with the 
oldest loan included in the settlement, 
except that when the request for settle-
ment includes loans made from dif-
ferent revolving funds, the Finance Of-
fice will prorate the amount received 
on the basis of the total principal bal-
ance due the respective revolving 
funds. 

(2) Upon notification of a rejection of 
a debtor’s offer and receipt of a request 
from the State Director for a refund, 
the Finance Office will refund to the 
debtor, in care of the servicing official, 
the amount held in the Deposits Fund 
Account. 

(e) When a debtor’s adjustment offer 
is approved, the accounts involved will 
not be adjusted in the records of the 
Finance Office until all payments have 
been made. Form FmHA or its suc-
cessor agency under Public Law 103–354 
1956–1 will be held in a suspense file 
pending payment of the full amount of 
the approved offer. 

(f) If an approved debt settlement 
agreement is later voided by the State 
Director in accordance with § 1956.142(e) 
of this subpart, any payments which 
have been received shall be retained as 
payments on the debt owed at the time 
the compromise or adjustment offer 
was approved.
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