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(9) Reamortizations will always be 
closed the first day of the month. Un-
paid interest to the date of closing may 
be capitalized. 

[49 FR 49587, Dec. 21, 1984, as amended at 50 
FR 8605, Mar. 4, 1985; 52 FR 24288, June 30, 
1987; 55 FR 25081, June 20, 1990; 56 FR 25352, 
June 4, 1991; 56 FR 66964, Dec. 27, 1991; 58 FR 
38930, July 21, 1993]

§ 1965.71 [Reserved]

§ 1965.72 Deceased borrower. 
Deceased borrower cases will be han-

dled according to the policy outlined in 
§ 1962.46 of subpart A of part 1962 of this 
chapter except that all references to 
the County Supervisor are now con-
strued to mean the District Director. 
The advice of OGC will be obtained as 
necessary.

§ 1965.73 Bankruptcy and insolvency. 
Bankruptcy and insolvency cases will 

be handled according to the policy out-
lined in § 1962.47 of subpart A of part 
1962 of this chapter except that all ref-
erences to the County Supervisor now 
mean District Director. The handling 
of bankruptcy cases varies from state 
to state. Therefore, the State Director 
may issue State Supplements providing 
more specific guidance to expedite the 
handling of those cases. The advice of 
OGC will be obtained as necessary.

§ 1965.74 Divorce actions. 
When individual borrowers with 

loans are involved in a divorce action, 
the District Director will review the 
case after the final divorce decree has 
been granted to determine if any ac-
tion is needed for the future servicing 
of the account. The District Office file 
will be submitted to the State Director 
for advice if the District Director is un-
certain of the servicing actions needed 
to protect the FmHA or its successor 
agency under Public Law 103–354’s in-
terest or if continuation of the loan 
with the remaining borrower is not au-
thorized. No subsequent loan will be 
made to pay any equity as a result of a 
divorce action.

§ 1965.75 Abandonment. 
When the District Director believes 

that the borrower has abandoned a 
project, an immediate check with the 

appropriate sources (for example: ten-
ants, management agents, assessor’s 
office, etc.) will be made to determine 
if the borrower has moved and, if so, 
whether a forwarding address can be 
determined so that further servicing 
actions can be taken. 

(a) A property is considered aban-
doned when any or all of the following 
conditions exist: 

(1) The borrower cannot be located 
after the District Director has made 
diligent efforts to contact the bor-
rower. This condition also applies to 
those instances where the general part-
ner(s) of a limited partnership cannot 
be located and the limited partners are 
unknown or cannot be located. 

(2) The project remains unoccupied 
for an extended period of time and the 
borrower makes no effort to maintain 
the security property, secure eligible 
occupants, and/or comply with the ob-
jectives of the loan within a reasonable 
period of time as specified by the Dis-
trict Director in a certified letter sent 
to the borrower requesting compliance. 

(b) If the property is not being main-
tained and the District Director deter-
mines that the borrower has abandoned 
the project, the District Director will 
attempt to contact any prior 
lienholders with a request that they 
take control of the property and make 
any emergency repairs necessary. If no 
prior lienholder is involved or the prior 
lienholder cannot immediately be con-
tacted or refuses to make the emer-
gency repair, the District Director will 
immediately notify the State Director 
and request permission to take posses-
sion of the property pending liquida-
tion, make emergency repairs to pre-
vent further deterioration of the secu-
rity, and to enter into a lease with the 
individual tenants, or a management 
or caretaker’s agreement, on behalf of 
the borrower. 

(c) A caretaker or management agent 
will normally be obtained when the 
borrower has abandoned the security 
property or has failed to maintain its 
operation and the State Director deter-
mines, with the advice of OGC, that the 
FmHA or its successor agency under 
Public Law 103–354 should take posses-
sion of the property to best protect the 
interest of the Government subject to 
the following: 
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