RHS, RBS, RUS, FSA, USDA

both an NP and program loan would af-
fect only the program loan.

[68 FR 52646, Oct. 12, 1993, as amended at 61
FR 59778, Nov. 22, 1996]

§1951.452 Policy.

NP credit is extended for the conven-
ience of the Government in servicing
an existing loan or to facilitate sale of
inventory property. Where a borrower
has both program and NP loans out-
standing, servicing will be according to
the regulation applicable to the par-
ticular loan(s). NP borrowers are not
eligible for program entitlements or
servicing actions such as subsidy, mor-
atorium, reamortization, rescheduling,
consolidation, deferral, limited re-
source assistance, buyout, writedown
and conservation easements. Neither
are NP borrowers subject to occupancy/
operation requirements, graduation or
other similar requirements imposed on
program borrowers. NP borrowers are
required to adequately maintain the
security, pay real estate taxes and/or
assessments when due or make sched-
uled escrow installments for taxes and
insurance when required by FmHA or
its successor agency under Public Law
103-354, and keep buildings insured ac-
cording to the promissory note and
mortgage or security agreement, but
may lease all or a portion of the secu-
rity without FmHA or its successor
agency under Public Law 103-354’s con-
sent, except as provided in §1951.460 (a)
and (b) of this subpart.

§1951.453 [Reserved]

§1951.454 Review of adverse decisions.

NP applicants and borrowers are not
entitled to appeal rights under subpart
B of part 1900 of this chapter or parts 11
and 780 of this title. However, decisions
involving NP applicants, borrowers or
property are reviewable by the next
level supervisor.

[68 FR 52646, Oct. 12, 1993, as amended at 62
FR 10120, Mar. 5, 1997]

§1951.455 NP loan making for Single
Family Housing (SFH) and farm
property (real and chattel).

(a) Application for NP credit. Applica-
tions for credit on NP terms are made
at the County Office serving the area
where the property is located or
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through an approved packager or real
estate broker if so instructed by Coun-
ty Office personnel. To apply for NP
credit, except Homestead Protection
program, standard forms used to proc-
ess program applications may be uti-
lized or comparable documentation
which contains information to estab-
lish financial stability, creditworthi-
ness, and repayment ability for the re-
quested credit. However, the loan ap-
proval official will have the discretion
to determine what information is re-
quired to support approval of the loan.
For property purchased under the
Homestead Protection program the in-
formation required to support approval
of the loan will be in accordance with
subpart S of part 1951 of this chapter.
The creditworthiness standards in
§1944.9 of subpart A of part 1944 of this
chapter will be used to evaluate an NP
applicant’s eligibility for assistance to
purchase a single family residence. The
application is not complete until all in-
formation requested by the Agency is
received.

(b) Fees. In addition, credit reports
will be ordered to determine the eligi-
bility of NP applicants requesting FLP
credit. A nonrefundable credit report
fee will be charged the applicant. The
amounts of these fees change periodi-
cally; current fees will be quoted by
county office personnel upon request. A
borrower whose loan is reclassified as
NP because unauthorized assistance
was received; or only a portion of the
security property is being transferred
and the FLP debt is not paid in full; or
FLP accounts rescheduled under an ac-
celerated repayment agreement will
not be required to submit an applica-
tion or pay the application fee.

(c) Eligibility restrictions. If farm prop-
erty is being purchased or the debt as-
sumed, and an individual or member,
stockholder, partner, or joint operator
of a proposed entity transferee or pur-
chaser has been convicted after Decem-
ber 23, 1985, under Federal or State law
of planting, cultivating, growing, pro-
ducing, harvesting, or storing a con-
trolled substance (see 21 CFR part 1308,
which is exhibit C of subpart A of part
1941 of this chapter (available in any
agency office), for the definition of
‘“‘controlled substance’’) prior to the
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approval of the credit sale or assump-
tion in any crop year, the individual or
entity shall be ineligible for FLP cred-
it for the crop year in which the indi-
vidual was convicted four succeeding
crop years following the conviction.
Purchasers will attest on the applica-
tion form used that as individuals or
that its members, if an entity, have
not been convicted of such crime after
December 23, 1985.

(d) [Reserved]

(e) Downpayment. A downpayment
must be collected at closing. The min-
imum downpayment will be based on
the purchase price for a credit sale and
the current market value (less any
prior liens for chattel security) or the
debt, whichever is lower, for an as-
sumption. Downpayment requirements
vary from time to time and vary by
type of property. Current downpay-
ment requirements will be provided by
county office personnel upon request.

(f) Interest rate. The FP/NP interest
rate for real property or chattel prop-
erty, as applicable, in effect at the
time of loan approval, will be charged
on NP assumptions and credit sales in-
volving all other types of sales, except
as otherwise stated. The Homestead
Protection program interest rate in ef-
fect at the time of loan approval will
be charged on Homestead Protection
properties.

(g) Terms. The purchase price for
credit sales or the FLP debt being as-
sumed, less the downpayment amount,
will be amortized as follows, except the
term will never be longer than the pe-
riod for which the property will serve
as adequate security:

(1) Farm property (real estate security)
and CONACT residential property classi-
fied as surplus. The note amount will be
amortized over a period not to exceed
15 years. When an NP loan was initially
scheduled for repayment in 15 years or
less together with a 25-year amortiza-
tion, the agency may authorize an ex-
tension not to exceed a total of 25
years from the date the NP assumption
or credit sale was closed provided it is
in the Government’s best interest and
the agency retains the same lien pri-
ority.

(2) Farm property (chattels security).
The note amount will be amortized
over a period not to exceed b years.
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(3) Homestead protection. The note
amount will be amortized over a period
not to exceed 35 years.

(h) Modification of security instru-
ments. Any convenants in the promis-
sory note and/or security instruments
(mortgage or deed of trust) relating to
graduation to other credit, inability to
secure other financing, restrictions on
leasing, FLP operation requirements,
and consent to junior lien encumbrance
will be deleted.

(i) Security. The security require-
ments for NP loans on farm real estate
will be in accordance with subpart A of
part 1943 of this chapter and NP loans
on chattel property will be secured in
accordance with subpart A of part 1962
of this chapter. Except that, an NP
loan will be secured only by the prop-
erty purchased.

(j) Closing. Title clearance, prepara-
tion of deeds, loan closing and property
insurance requirements are the same
as for a program loan on the same type
property, except the purchaser must
pay his/her own closing costs.

[68 FR 52646, Oct. 12, 1993, as amended at 62
FR 10120, Mar. 5, 1997; 68 FR 61331, Oct. 28,
2003]

§1951.456 [Reserved]

§1951.457 Payments.

(a) Receiving payments. Borrowers will
mail or bring their payments to the
county office. Borrowers will be re-
sponsible for any fees associated with
converting cash payments to money or-
ders. If the fee is not paid, it will be de-
ducted from the payment.

(b) Payments not received when due.
NP borrowers are expected to make
scheduled payments when due. The
Agency personnel are not required to
provide program supervision, servicing,
management or credit counseling in
accordance the agency servicing in-
structions if payments are not received
when due. To ensure consistency, a se-
ries of contacts will be made when
servicing delinquent accounts. All ac-
tions taken, agreements reached and
recommendations made in the serv-
icing of the borrower’s account are to
be documented. When appropriate, the
Agency may work out a reasonable
agreement with an NP borrower to
cure a delinquency; however, such an



