Rural Housing Service, USDA

and approved by the court prior to dis-
charge, if RHS decides to continue with
the borrower.

(f) Junior lienholder foreclosure. When
a junior lienholder foreclosure does not
result in payment in full of the RHS
debt but the property is sold subject to
the RHS lien, RHS may liquidate the
account unless the new owner is eligi-
ble to assume the RHS debt and actu-
ally assumes the RHS debt.

(g) Payment subsidy. If the borrower is
receiving payment subsidy, the pay-
ment subsidy agreement will not be
canceled when the debt is accelerated,
but will not be renewed unless the ac-
count is reinstated.

(h) Eligibility for special servicing ac-
tions. A borrower is not eligible for spe-
cial servicing actions once the account
has been accelerated.

(i) Reporting. RHS may report to IRS
and credit reporting agencies any debt
settled through liquidation.

[61 FR 59779, Nov. 22, 1996, as amended at 67
FR 78332, Dec. 24, 2002]

§§ 3550.212-3550.249 [Reserved]

§3550.250 OMB control number.

The information collection require-
ments contained in this regulation
have been approved by the Office of
Management and Budget (OMB) and
have been assigned OMB control num-
ber 0575-0172. Public reporting burden
for this collection of information is es-
timated to vary from 5 minutes to 3
hours per response, with an average of
1% hours per response, including time
for reviewing insurrections, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. You are not required to
respond to this collection of informa-
tion unless it displays a currently valid
OMB control number.

[61 FR 59779, Nov. 22, 1996, as amended at 67
FR 78332, Dec. 24, 2002]

Subpart F—Post-Servicing Actions

§3550.251 Property management and
disposition.
(a) Policy. Rural Housing Service
(RHS) will manage custodial property
and Real Estate Owned (REO) property

§3550.251

to protect the Government’s interest,
and may dispose of REO property
through direct sales, sealed bid, or auc-
tion. RHS will follow affirmative fair
housing marketing policies.

(b) Custodial property. RHS may take
custodial possession of security prop-
erty that has been abandoned, or for
other reasons necessary to protect the
Government’s security. After taking
custodial possession of a security prop-
erty, RHS may maintain and repair the
security property as needed to protect
the Government’s interest, pay re-
quired real estate taxes and assess-
ments, and secure personal property
left on the premises. Expenses will be
charged to the borrower’s account.
Custodial property may be leased when
it is in the Government’s best interest
and in such cases the borrower’s ac-
count will be credited for income from
the security property.

() REO property—(1) Classification.
When RHS takes title to a security
property, it is classified as either pro-
gram or nonprogram (NP) property. An
REO property that is eligible for fi-
nancing under the section 502 program,
or which could reasonably be repaired
to be eligible, is classified as program
property. An REO property that cannot
reasonably be repaired to be eligible as
section 502 property, and property that
has been improved to a point that it
will no longer qualify as modest under
section 502, is classified as NP prop-
erty.

(2) Disclosing decent, safe, and sanitary
defects. When RHS determines that an
REO property to be sold is not decent,
safe, and sanitary, or does not meet
cost-effective energy conservation
standards, it will disclose the reasons
why. The deed by which such an REO
property is conveyed will contain a
covenant restricting it from residential
use until it is decent, safe, and sani-
tary and meets the RHS cost-effective
energy conservation standards. RHS
will also notify any potential pur-
chaser of any known lead-based paint
hazards.

(3) Property on Indian tribal allotted or
trust land. REO property which is lo-
cated on Indian tribal allotted or trust
land, will be sold or otherwise disposed
of only to a member of the particular
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