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salaries, staff lawyers, travel, and over-
head. Liquidation costs are deducted 
from the gross sales proceeds of the 
collateral when the Lender has con-
ducted the liquidation. 

(d) Servicing plan. The Lender must 
submit a servicing plan to RHS when 
the account is 90 days delinquent and a 
method other than foreclosure is rec-
ommended to resolve delinquency. RHS 
encourages Lenders and delinquent 
borrowers to explore an acceptable al-
ternative to foreclosure to reduce loss 
and expenses of foreclosure. Although 
prior approval is not required in all 
cases, the Agency may reject a plan 
that does not protect the Government’s 
interest. 

(1) Continuation with the borrower. 
The Lender may continue with the bor-
rower when a clear and realistic plan 
to eliminate the delinquency is pre-
sented. The Lender must fully docu-
ment the borrower’s prospects of suc-
cess and make this information avail-
able to RHS upon request. 

(2) Voluntary liquidation. RHS may 
accept the Lender’s plan to use vol-
untary liquidation when the plan clear-
ly addresses the responsibilities of the 
parties, the Lender maintains over-
sight of the progress of the sale, the 
property is listed for sale at a price in 
line with its market value (if there is 
not already a bona fide purchaser for 
the dwelling), and the expected cost to 
the Government is the same as or less 
than the cost of foreclosure. 

(3) Deed-in-lieu of foreclosure. The 
Lender may take a deed-in-lieu of fore-
closure from the borrower when it will 
not result in a cost to the Government 
in excess of that expected for fore-
closure. 

(4) Other methods. RHS may accept a 
proposal submitted by the Lender that 
is not specifically addressed in but is 
consistent with the provisions of this 
subpart if the Lender fully documents 
how the proposal will result in a sav-
ings to the Government. 

(e) Handling shared equity. Interest 
assistance payments made under 
§ 1980.390 of this subpart will not be sub-
ject to shared equity if the loan is liq-
uidated in accordance with the Lender 
Agreement unless: 

(1) The property is sold at or prior to 
foreclosure for an amount exceeding 

the Lender’s unpaid balance and costs 
of foreclosure, or 

(2) A junior lienholder takes over the 
Lender’s loan. 

§ 1980.375 Reinstatement of the bor-
rower’s account. 

The Lender may reinstate an account 
when all delinquent payments and any 
funds that were advanced to pay au-
thorized expenses are paid or as re-
quired under state law. When the Lend-
er wishes to consider other offers by 
the borrower to bring the account cur-
rent, the Lender must obtain RHS con-
currence. 

§ 1980.376 Loss payments. 
Settlement of the guarantee will be 

processed in accordance with this sec-
tion. 

(a) Loss payment. Loss payments will 
be made within 60 days of the Lender’s 
properly filed claim. The Lender must 
submit its loss claim within 30 cal-
endar days of loan liquidation. The 
claim may include interest on the un-
paid principal accrued to final loss set-
tlement. RHS will pay interest within 
the limits of the guarantee to the date 
the claim is paid when the Lender 
promptly and properly files the claim. 

(1) Determination of loss payment. To 
calculate the loss payment, first deter-
mine the unpaid debt by adding the un-
paid principal and interest on the loan 
and the unpaid balance for principal 
and interest on authorized protective 
advances. The net proceeds from the 
property will be first applied to the un-
paid debt. Any other proceeds recov-
ered by the Lender from other sources 
shall also be applied to the total un-
paid debt. Determination of net pro-
ceeds will be different depending on 
which of the following circumstances 
are involved. 

(i) If, at liquidation, title to the prop-
erty is conveyed to a bona fide third- 
party purchaser, then final loss pay-
ment will be based on the net sales pro-
ceeds received for the property. 

(ii) If, at liquidation, title to the 
property is conveyed to the Lender, 
then the Lender must prepare and sub-
mit a property disposition plan to RHS 
for RHS concurrence. The plan will ad-
dress the Lender’s proposed method for 
sale of the property, the estimated 
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