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qualified lender determines the poten-
tial cost to the lender of restructuring
the loan as proposed in the application
for restructuring is less than or equal
to the potential cost of foreclosure, the
qualified lender must restructure the
loan. If two or more restructuring al-
ternatives are available, the qualified
lender must restructure the loan using
the alternative that results in the least
cost to the lender.

(e) What documentation should the
qualified lender retain? In the event that
an application for restructuring is de-
nied, a qualified lender must maintain
sufficient documentation to dem-
onstrate compliance with paragraphs
(a), (b), and (c) of this section, as appli-
cable.

§617.7420 How will a decision on an
application for restructuring be
issued?

(a) When must a qualified lender make
a decision on an application for restruc-
turing? Each qualified lender must pro-
vide a written decision on an applica-
tion for restructuring and provide this
decision to the borrower within 15 days
from the conclusion of the negotiations
used to develop the application for re-
structuring.

(b) How does a qualified lender notify
the borrower of the decision? On reaching
a decision on an application for re-
structuring, the qualified lender must
provide written notice in any manner
that requires a primary obligor to ac-
knowledge receipt of the lender’s deci-
sion. In the case of a loan involving one
or more primary obligors, the original
notice may be provided to the primary
obligor identified to receive such no-
tice, with copies provided by regular
mail to the other obligors.

(c) What notice is required if the re-
structuring request is denied? When an
application for restructuring is denied,
the notice must include:

(1) The specific reason(s) for the de-
nial and any critical assumptions and
relevant information on which the spe-
cific reasons are based, except that any
confidential information shall not be
disclosed;

(2) A statement that the borrower
may request a review of the denial;
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(3) A statement that any request for
review must be made in writing within
7 days after receiving such notice.

(4) A brief explanation of the process
for seeking review of the denial, in-
cluding the appraisal review process
and the right to appear before the CRC,
pursuant to §617.7310 of this part, ac-
companied by counsel or any other rep-
resentative, if the borrower chooses.

§617.7425 What type of notice should
be given to a borrower before fore-
closure?

The qualified lender must send the
45-day notice, as described in
§617.7410(a)(2), no later than 45 days be-
fore any qualified lender begins fore-
closure proceedings. The notice in-
forms the borrower in writing that the
loan may be suitable for restructuring
and that the qualified lender will re-
view any suitable loan for possible re-
structuring. The 45-day notice must in-
clude a copy of the policy and the ma-
terials described in §617.7410(b). The no-
tice must also state that if the loan is
restructured, the borrower must per-
form under this restructure agreement.
If the borrower does not perform, the
qualified lender may initiate fore-
closure.

(a) Does the notice have to inform the
borrower that foreclosure is possible? The
notice must inform the borrower that
the alternative to restructuring may
be foreclosure. If the notice does not
inform the borrower of potential fore-
closure, then the qualified lender must
send a second notice at least 45 days
before foreclosure is initiated.

(b) How are borrowers who are debtors
in a bankruptcy proceeding notified? A
qualified lender must restate the lan-
guage from the automatic stay provi-
sion to emphasize that the notice is
not intended to be an attempt to col-
lect, assess, or recover a claim. The
qualified lender should send the notice
to the borrower and, if retained, the
borrower’s counsel.

(c) May a qualified lender foreclose on
a loan when there is a restructuring ap-
plication on file? No qualified lender
may foreclose or continue any fore-
closure proceeding with respect to a
distressed loan before the lender has
completed consideration of any pend-
ing application for restructuring and
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