RHS, RBS, RUS, FSA, USDA

OGC that the Agency has title to the prop-
erty. After a voluntary conveyance, the
Agency may transfer Rental Assistance in
accordance with 7 CFR part 3560, subpart F.

* * * * *

(h) * * *

(6) * * * If the project is to be removed
from the Rural Development program, a
minimum of 180 days’ notice to the tenants
is required. Letters of Priority Entitlement
must be made available to any tenants that
will be displaced.

* * * * *

§1955.11 Conveyance of property to
FmHA or its successor agency
under Public Law 103-354 by trust-
ee in bankruptcy.

(a) Authority. With the advice of OGC
(and prior approval of the National Of-
fice for MFH, Community Programs,
and insured B&I loans), the State Di-
rector within his/her authority is au-
thorized to accept a conveyance of
property to the Government by the
Trustee in Bankruptcy, provided:

(1) The Bankruptcy Court has ap-
proved the conveyance;

(2) The conveyance will permit a sub-
stantial recovery on the FmHA or its
successor agency under Public Law 103—
3564 debt; and

(3) FmHA or its successor agency
under Public Law 103-354 will acquire
title free of all liens and encumbrances
except FmHA or its successor agency
under Public Law 103-3b4iens.

(b) Fees and deed. (1) FmHA or its
successor agency under Public Law 103—
354 may pay any necessary and proper
fees approved by the bankruptcy court
in connection with the conveyance. Be-
fore paying a fee to a trustee for a
Trustee’s Deed in excess of $300 for any
loan type(s) other than Farmer Pro-
grams or $1,000 for Farmer Program
loans, prior approval of the Adminis-
trator must be obtained. The State Di-
rector will process the necessary docu-
ments as outlined in §1955.5(d) of this
subpart for payment of fees as recover-
able costs.

(2) Conveyance may be by Trustee’s
Deed instead of a warranty deed. If
upon advice of OGC it is determined a
deed from any other person or entity
(including the borrower) is necessary

§1955.13

to obtain clear title, a deed from such
person or entity will be obtained.

(c) Acceptance. The conveyance will
be accepted for an amount of credit to
the borrower’s FmHA or its successor
agency under Public Law 103-354 ac-
count(s) as set forth in §1955.18(e)(4) of
this subpart.

(d) Reporting. Acquisition of property
under this section will be reported in
accordance with §1955.18(a) of this sub-
part.

[60 FR 23904, June 7, 1985, as amended at 53
FR 27827, July 25, 1988]

§1955.12 Acquisition of property
which served as security for a loan
guarantee by FmHA or its successor
agency under Public Law 103-354
or at sale by another lienholder,
bankruptcy trustee, or taxing au-
thority.

When the servicing regulations for
the type of loan(s) involved permit
FmHA or its successor agency under
Public Law 103-354 to acquire property
by one of these methods, the acquisi-
tion will be reported in accordance
with §1955.18(a) of this subpart.

§1955.13 Acquisition of property by
exercise of Government redemption
rights.

When the Government did not pro-
tect its interest in security property in
a foreclosure by another lienholder,
and if the Government has redemption
rights, the State Director will deter-
mine whether to redeem the property.
This determination will be based on all
pertinent factors including the value of
the property after the sale, and costs
which may be incurred in acquiring
and reselling the property. For Farmer
Program loans, the County Supervisor
will document the determination on
exhibit G of this subpart. The decision
must be made far enough in advance of
expiration of the redemption period to
permit exercise of the Government’s
rights. If the property is to be re-
deemed, complete information docu-
menting the basis for not acquiring the
property at the sale and factors which
justify redemption of the property will
be included in the case file. The assist-
ance of OGC will be obtained in effect-
ing the redemption. If the State Direc-
tor decides not to redeem the property,
the Government’s right of redemption
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§1955.14

under Federal law (28 U.S.C. 2410) may
be waived without consideration. If a
State law right of redemption exists
and may be sold, it will not be disposed
of for less than its value.

[63 FR 35762, Sept. 14, 1988]
§1955.14 [Reserved]

§1955.15 Foreclosure by the Govern-
ment of loans secured by real es-
tate.

Foreclosure will be initiated when all
reasonable efforts have failed to have
the borrower voluntarily liquidate the
loan through sale of the property, vol-
untary conveyance, or by entering into
an accelerated repayment agreement
when applicable servicing regulations
permit; when either a net recovery can
be made or when failure to foreclose
would adversely affect FmHA or its
successor agency under Public Law 103—
354 programs in the area. Also, in
Farmer Program cases (except gradua-
tion cases under subpart F of part 1951
of this chapter), the borrower must
have received exhibit A with attach-
ments 1 and 2 of subpart S of part 1951
of this chapter, and any appeal must
have been concluded. For real property
located within the confines of a feder-
ally recognized Indian reservation and
owned by a Native American borrower,
proper notice of voluntary conveyance
must be given as outlined in §1955.9
(c)(1) of this subpart.

(a) Authority—(1) Loans to individuals.
The District Director is authorized to
approve or disapprove foreclosure and
accelerate the account.

(2) Loans to organications. (i) The
State Director or District Director is
authorized to approve or disapprove
foreclosure of MFH loans when the
amount of the FmHA or its successor
agency under Public Law 103-354 se-
cured debt does not exceed their re-
spective loan approval authority. The
State Director is authorized to approve
or disapprove foreclosure of 1&D, Shift-
In-Land-Use (Grazing Association),
loans to Indian Tribes and Tribal Cor-
porations, and EOC loans, regardless of
the amount of debt.

(ii) For all other organization loans,
foreclosure will not be initiated with-
out prior approval of the Adminis-
trator. The State Director will obtain

7 CFR Ch. XVIIlI (1-1-05 Edition)

OGC’s opinion on the steps necessary
to foreclose the loan, and forward the
appropriate problem case report, a
statement of essential facts, his/her
recommendation, a copy of the OGC
opinion, and the borrower’s case file to
the Administrator, Attn: Assistant Ad-
ministrator (appropriate loan division)
with a request for authorization to ini-
tiate foreclosure.

(b) Problem case report. When fore-
closure is recommended, the servicing
official will prepare Form FmHA or its
successor agency under Public Law 103—
354 1955-2 for Farmer Program or SFH
loans, exhibit A to this subpart for
MFH loans, or exhibit A of FmHA or
its successor agency under Public Law
103-354 Instruction 1951-E (available in
any FmHA or its successor agency
under Public Law 103-354 office) for
other organization loans. If chattel se-
curity is also involved, Forms FmHA
or its successor agency under Public
Law 103-354 455-1, ‘‘Request for Legal
Action’; 455-2, ‘“‘Evidence of Conver-
sion”’; and 455-22, ‘‘Information for
Litigation”’; as applicable to the case,
will be prepared in accordance with the
respective FMIs and made a part of the
problem case submission. A statement
must be included by the servicing offi-
cial in the narrative that all servicing
actions required by FmHA or its suc-
cessor agency under Public Law 103-354
loan servicing regulations have been
taken and all required notices given to
the borrower.

(1) Appraisal. The market value of the
property may be estimated in com-
pleting the problem case report unless
there are one or more prior liens other
than current-year real estate taxes.
Where such prior liens are involved, an
appraisal report reflecting market
value in existing condition will be in-
cluded in the case file as a basis for de-
termining the Government’s prospects
for financial recovery through fore-
closure.

(2) Recommendation for deficiency judg-
ment. If the debt will not be satisfied by
the foreclosure, the borrower’s finan-
cial situation will be assessed to deter-
mine if there is a possibility of further
recovery on the account through a defi-
ciency judgment. A summary of these
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