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(e)(1)(i)(B) of this section, continuation 
with the loan on existing terms will be 
provided. In these cases, the recipient 
will be notified by letter of the actions 
taken. 

(2) Grantee, inactive borrower, or active 
borrower with unsecured loan (such as 
collection-only, or unsatisfied balance 
after liquidation). The servicing official 
will document the facts in the case file 
and submit it to the State Director, if 
the servicing official is other than the 
State Director, who will request the 
advice of the OGC on pursuing legal ac-
tion to effect collection. The case file, 
recommendation of State Director and 
OGC comments will be forwarded to 
the National Office for review and au-
thorization to implement rec-
ommended servicing actions. The State 
Director will tell OGC what assets, if 
any, are available from which to col-
lect. 

§§ 1951.709–1951.710 [Reserved] 

§ 1951.711 Servicing options in lieu of 
liquidation or legal action to col-
lect. 

When the conditions outlined in 
§ 1951.708(b) are met, the servicing op-
tions outlined in this section will be 
considered. Accounts will be serviced 
according to this section and § 1951.715. 

(a) Determination of unauthorized loan 
and/or grant assistance amount—(1) Un-
authorized loan amount. The principal 
loan amount that was unauthorized 
will be determined. The unauthorized 
amount will be the unauthorized prin-
cipal plus any accrued interest on the 
unauthorized principal at the note in-
terest rate until the date paid in ac-
cordance with § 1951.708(a), or until the 
date other satisfactory financial ar-
rangements are made in accordance 
with paragraph (b)(1) or (c) of this sec-
tion. 

(2) Unauthorized grant amount. The 
unauthorized grant actually expended 
will be determined. The unauthorized 
amount will be the unauthorized grant 
with accrued interest at the interest 
rate stipulated in the respective exe-
cuted grant agreement for default 
cases until the date paid in accordance 
with § 1951.708(a), or until the date 
other satisfactory financial arrange-
ments are made in accordance with 
paragraph (b)(2) or (c) of this section. 

(b) Continuation on modified terms. 
When the recipient has the legal and fi-
nancial capabilities, the case will be 
serviced according to one of the fol-
lowing, as appropriate. In each in-
stance, the servicing official will ad-
vise the Finance Office by memo-
randum of the actions necessary to ef-
fect the account adjustment. 

(1) Unauthorized loan. A loan for the 
unauthorized amount determined ac-
cording to paragraph (a)(1) of this sec-
tion will be established at the interest 
rate specified in the outstanding debt 
instrument or at the present market 
interest rate, whichever is greater, for 
the respective Community and Busi-
ness program area. The loan will be 
amortized for a period not to exceed 
fifteen (15) years, the remaining term 
of the original loan, or the remaining 
useful life of the facility whichever is 
shorter. 

(2) Unauthorized grant. The unauthor-
ized grant amount determined accord-
ing to paragraph (a)(2) of this section 
will be converted to a loan at the mar-
ket interest rate for the respective 
Community and Business Programs 
area in effect on the date the financial 
assistance was provided, and will be 
amortized for a period not to exceed 
fifteen (15) years. The recipient will be 
required to execute a debt instrument 
to evidence this obligaton, and the best 
security position practicable in a man-
ner which will adequately protect the 
FmHA or its successor agency under 
Public Law 103–354’s interests during 
the repayment period will be taken as 
security. When the recipient is to 
repay grant assistance, the servicing 
official must maintain records on the 
‘‘account’’ as the Finance Office cannot 
set up an account for repayment of a 
grant. The servicing official will at-
tempt to collect the monies due and all 
collections will be remitted with Form 
FmHA or its successor agency under 
Public Law 103–354 451–2 to the Finance 
Office as ‘‘Miscellaneous Collections 
for Application to the General Fund.’’ 
For cases identified in OIG audits only, 
the servicing official will report by the 
1st of March, June, September, and De-
cember of each year the following in-
formation on cases of this type to the 
State Director: Recipient’s name, fund 
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code, audit report number, audit find-
ing number, date of claim, amount of 
claim, amount collected during the re-
porting period, and the balance owed 
on the unauthorized grant assistance. 

(3) Unauthorized subsidy benefits re-
ceived. When the recipient was eligible 
for the loan but should have been 
charged a higher interest rate than 
that in the debt instrument, which re-
sulted in the receipt of unauthorized 
subsidy benefits, the case will be han-
dled as outlined in this paragraph. The 
recipient will be given the option to 
submit a written request that the in-
terest rate be adjusted to the lower of 
the rate for which they were eligible 
that was in effect at the date of loan 
approval or loan closing. (See exhibit C 
of this subpart for interest rates (avail-
able in any FmHA or its successor 
agency under Public Law 103–354 of-
fice).) FmHA or its successor agency 
under Public Law 103–354 servicing offi-
cials will make a concerted effort to 
collect all unauthorized subsidy bene-
fits from the recipient and will contact 
the Office of General Counsel in each 
case for advice in accomplishing cor-
rective actions. 

(c) Continuation on existing terms. 
When the recipient does not have the 
legal and/or financial capabilities for 
the options outlined in paragraph 
(b)(1), (b)(2), or (b)(3) of this section, as 
appropriate, to be exercised, the recipi-
ent may be allowed to continue to 
meet the loan/grant obligations out-
lined in the existing loan/grant instru-
ments. Unless the unauthorized assist-
ance was identified in an OIG audit, no 
Finance Office notification or action is 
necessary. If identified by OIG, the 
servicing official will advise the Fi-
nance Office by memorandum of the 
determination to continue with the re-
cipient on the existing terms of the 
loan/grant. 

(d) Reporting requirements to National 
Office. An annual report will be sub-
mitted by the State Office to the As-
sistant Administrator, Community and 
Business Programs, within 30 days fol-
lowing the end of the Government’s fis-
cal year for each case of unauthorized 
assistance or subsidy benefits. The re-
port will include for each case the ac-
count name, case number, fund code, 
OIG audit number (if applicable), 

amount collected during period, and 
the balance owed on the unauthorized 
assistance. Each State Office is respon-
sible for coordinating with the serv-
icing official’s office so that this infor-
mation can be accumulated and con-
solidated by the State Office within the 
allotted time. A negative report is re-
quired from States which have no un-
authorized assistance cases. 

[50 FR 13000, Apr. 2, 1985, as amended at 51 
FR 11563, Apr. 4, 1986; 54 FR 28020, July 5, 
1989] 

§§ 1951.712–1951.714 [Reserved] 

§ 1951.715 Account adjustments and 
reporting requirement. 

Cases of unauthorized assistance 
which require Finance Office notifica-
tion and action, regardless of whether 
they were identified in an OIG audit or 
by other means, will be submitted to 
the Finance Office by memorandum 
from the servicing official, as provided 
in applicable paragraphs of § 1951.711 of 
this subpart. Each memorandum 
should include account (borrower) 
name, case number, audit report num-
ber (if applicable), finding number (if 
applicable), fund code, loan number, 
and an explanation of the actions to be 
taken. If the unauthorized assistance 
was identified in an OIG audit report, 
the memorandum should be clearly an-
notated ‘‘Audit Claim for OIG Report’’ 
as a part of the subject. The expla-
nation should provide sufficient details 
to allow the Finance Office to properly 
adjust the account. The State Office 
will forward a consolidated report on 
unauthorized grant assistance identi-
fied in an OIG audit to the Finance Of-
fice by the 15th of March, June, Sep-
tember, and December of each year re-
flecting the information reported by 
servicing officials in accordance with 
§ 1951.711(b)(2) for inclusion in the re-
port to OIG. 

(a) Entire loan unauthorized. When the 
entire loan is unauthorized because the 
recipient was not eligible or because 
the loan was approved for unauthorized 
purposes, the servicing official will ad-
vise the Finance Office, by memo-
randum, which of the following serv-
icing actions will be taken. 

(1) Repayment in full. If the recipient 
has arranged to repay the unauthorized 

VerDate Aug<04>2004 15:24 Jan 18, 2005 Jkt 205025 PO 00000 Frm 00101 Fmt 8010 Sfmt 8010 Y:\SGML\205025T.XXX 205025T


