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to persons living in his/her or sales-
person(s) immediate household or to 
legal entities in which the broker or 
salesperson(s) have an interest if the 
sale involves FmHA or its successor 
agency under Public Law 103–354 credit. 
If credit is not being extended to the 
persons mentioned in the preceding 
sentence (a cash sale), a commission 
will be allowed or paid. In no case will 
the borrower (seller) receive any cash 
proceeds from the sale. Any real estate 
taxes due from the transferor and other 
authorized selling expenses for which 
there is insufficient equity proceeds for 
payment at closing will be charged to 
the borrower’s account prior to loan 
closing. Authorized selling expenses 
will not be considered or included in 
the amount assumed. Release from li-
ability is not authorized. 

§ 1951.469 Actions after liquidation of 
property. 

(a) [Reserved] 
(b) Servicing unsatisfied account bal-

ances. A current financial statement 
will be obtained, if possible, when ap-
plication of sale proceeds does not sat-
isfy an NP loan; or if a conveyance to 
FmHA or its successor agency under 
Public Law 103–354 has been accepted 
and credit of the market value less 
prior liens and estimated inventory 
handling expenses does not satisfy the 
debt, FmHA or its successor agency 
under Public Law 103–354 will pursue 
collection if there appears to be income 
or assets from which to collect. Where 
the borrower owns other real estate, or 
if the borrower is known to be in the 
process of purchasing other real estate 
(such as another dwelling), a judgment 
for the remaining debt including ex-
penses paid by FmHA or its successor 
agency under Public Law 103–354 will 
be sought. 

(c) [Reserved] 

§§ 1951.470–1951.478 [Reserved] 

§ 1951.479 Pilot projects. 
From time to time FmHA or its suc-

cessor agency under Public Law 103–354 
conducts pilot projects to test concepts 
related to the management and/or sale 
of SFH inventory property which may 
deviate from the provisions of this sub-
part, but will not be inconsistent with 

provisions of the authorizing statutes, 
or other Acts affecting FmHA or its 
successor agency under Public Law 103– 
354’s loan programs. Prior to initiation 
of a pilot project, FmHA or its suc-
cessor agency under Public Law 103–354 
will publish in the FEDERAL REGISTER a 
Notice outlining the nature, scope, and 
duration of the pilot. The pilot projects 
may be handled by FmHA or its suc-
cessor agency under Public Law 103–354 
employees and/or under contract with 
persons, firms, or other entities in the 
private sector. 

§ 1951.480 [Reserved] 

§ 1951.481 FmHA or its successor agen-
cy under Public Law 103–354 In-
structions. 

Detailed FmHA or its successor agen-
cy under Public Law 103–354 Instruc-
tions for administering this subpart 
are available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office (FmHA or its successor agency 
under Public Law 103–354 Instruction 
1951–J). 

§§ 1951.482–1951.500 [Reserved] 

Subpart K—Predetermined Amorti-
zation Schedule System 
(PASS) Account Servicing 

SOURCE: 50 FR 8597, Mar. 4, 1985, unless oth-
erwise noted. 

EFFECTIVE DATE NOTE: At 69 FR 69105, Nov. 
26, 2004, subpart K (§§ 1951.501 through 
1951.550) was removed and reserved, effective 
Feb. 24, 2005. 

§ 1951.501 General. 
(a) This subpart prescribes the poli-

cies, authorizations, and procedures for 
implementing and servicing PASS for 
all of the following Farmers Home Ad-
ministration or its successor agency 
under Public Law 103–354 (FmHA or its 
successor agency under Public Law 103– 
354) Multiple Family Housing (MFH) 
loan recipients which includes Farm 
Labor Housing (LH) and Rural Rental 
Housing (RRH) including Rural Cooper-
ative Housing (RCH) and Congregate 
Housing and includes: 

(1) All MFH loans, credit sales, re-
amortizations, and transfers closed on 
or after May 1, 1985, and 
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(2) All MFH loan recipients con-
verting from the Daily Interest Ac-
crual System (DIAS) to PASS accord-
ing to § 1951.517 of this subpart, except: 

(i) Seasonal LH and LH loans to indi-
vidual farmers may be closed on 
monthly or annual payment schedules 
and also may be closed on Daily Inter-
est Accrual under subpart A of part 
1951 of this chapter. Instructions for 
scheduling payments are according to 
the Forms Manual Insert (FMI) for 
Form FmHA or its successor agency 
under Public Law 103–354 1944–52, 
‘‘Multiple Family Housing Promissory 
Note.’’ 

(ii) Rural Housing Site (RHS) loans 
and Site Option (SO) loans will be 
closed and serviced on Daily Interest 
Accrual under subpart A of part 1951 of 
this chapter. Payment billings are sub-
ject to § 1951.506 of this subpart. 

(b) All MFH loan recipients not de-
scribed in paragraph (a) of this section 
will continue to be subject to the serv-
icing and collection requirements of 
subpart A of part 1951 of this chapter. 
For the purposes of this subpart, all 
references to ‘‘County Supervisor’’ in 
subpart A of part 1951 shall be con-
strued to mean ‘‘District Director.’’ 

(c) All FmHA or its successor agency 
under Public Law 103–354 MFH loans 
(RRH, RCH, LH, RHS, and SO) whether 
DIAS or PASS, are subject to the defi-
nitions contained in § 1951.504 of this 
subpart, and payment application as 
outlined in § 1951.510 of this subpart. 

(d) All MFH loan payments will be 
processed using Exhibit A of this sub-
part (available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office). 

[50 FR 8597, Mar. 4, 1985, as amended at 53 FR 
16244, May 6, 1988; 56 FR 28038, June 19, 1991] 

§ 1951.502 [Reserved] 

§ 1951.503 Authorities and responsibil-
ities. 

District Directors are responsible for 
administering this subpart under the 
general guidance and supervision of the 
State Director. The District Office 
Management System will be fully used 
to accomplish this responsibility. 

§ 1951.504 Definitions and statements 
of policy. 

Advance regular payment. Regular 
payments made at election of the bor-
rower to pay the account ahead of 
schedule. These payments may be ei-
ther full or partial payments and will 
be applied to the amortized payment 
schedule by the Finance Office. 

Amortization schedule. An amortiza-
tion schedule is the projected applica-
tion of periodic payments to principal 
and interest at the promissory note 
rate so the debt will be paid in full over 
the number of periods specified in the 
promissory note, assumption agree-
ment (new terms), or reamortization 
agreement. Computation is based on a 
30-day month and a 360-day year. 

Amortized recoverable costs. Recover-
able cost items may be amortized over 
a period up to 5 years. This function 
will allow the servicing official to 
voucher recoverable cost items such as 
taxes. 

(1) Payment of real estate taxes. When 
a borrower’s taxes are paid by voucher, 
the amortization period of the tax ad-
vance will be the number of months for 
which the taxes are being vouchered 
with a maximum of 5 years. 

(2) Costs other than real estate taxes. 
Advances for costs other than real es-
tate taxes will be amortized for 12 
months unless, based on the borrower’s 
repayment ability, a longer period is 
needed. An amortization period of more 
than 12 months will be used only when 
the cost is of a nonrecurring type. In 
no case, however, will the repayment 
period exceed 5 years. 

(3) Retroactive amortization of recover-
able costs. Recoverable costs which 
have been vouchered since May 1, 1985, 
may, with National Office approval, be 
retroactively amortized for applicable 
time periods as shown in paragraphs 
(c)(1) and (c)(2) of this section, if pay-
ments made since the costs were 
vouchered are sufficient to bring both 
the loan and cost accounts current. 
The following information should be 
forwarded to the National Office for ap-
proval of the reclassification to amor-
tized status, and forwarded to the Fi-
nance Office for processing: An audit 
showing all costs vouchered along with 
payments made since the date of the 
cost item and to be made prior to the 
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