Rural Housing Service, USDA
consent request must document the
following:

(1) The action will enable the bor-
rower to obtain financial resources for
improvements or repairs on the secu-
rity property that are consistent with
the purposes of the Agency loan se-
cured by the property.

(2) The action will not adversely im-
pact the borrower’s financial condition
and the borrower’s ability to repay the
Agency loan being secured by the prop-
erty.

(3) The action will not result in basic
rents at the security property that ex-
ceed conventional rents for comparable
units in the area.

(4) The terms and conditions of the
credit to be secured by the subordina-
tion or junior lien are not expected to
adversely affect the borrowers ability
to meet the terms and conditions of
the Agency loan secured by the prop-
erty.

(5) The proposed use of the funds ob-
tained through the granting of a subor-
dination or junior lien will not ad-
versely affect the borrower’s ability to
meet Agency program requirements or
to operate and manage the housing
project in a manner consistent with
program objectives.

(6) The creditor receiving the “‘sub-
ordination’ of interest in the property
or the junior lien will agree that a fore-
closure or acceptance of a deed-in-lieu
of foreclosure will not be initiated
without at least 30 days prior notice to
the Agency.

(7) The subordination or junior lien is
not being secured with any funding
from housing project financial ac-
counts.

(8) The “*subordination’ of interest or
junior lien will not cause the debt from
all sources to exceed the value of the
security property.

(9) The transaction related to the
placement of a ‘‘subordination’ of in-
terest or junior lien against the prop-
erty serving as security for an Agency
loan is in the best interest of the Fed-
eral Government.

(c) Required conditions for subordina-
tions and junior liens. Subordinations of
interest in or junior liens against prop-
erty serving as security for an Agency
loan may be approved by the Agency
only if they improve a borrower’s fi-
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nancial condition and allow for im-
provements or repairs that are con-
sistent with the purposes of the Agency
loan secured by the property.

(1) Farm Labor Housing loans on
farm tracts may be subordinated for es-
sential farm improvements and oper-
ations.

(2) Any proposed development must
be planned and performed according to
7 CFR part 1924, subpart A, or in a
manner directed by the other
lienholder that meets the objectives of
7 CFR part 1924, subpart A.

(d) Other liens against a property or
other assets. (1) Borrowers must not
enter into any agreements to place a
lien on a housing project or any equip-
ment related to a housing project with-
out prior Agency approval and unless
the following conditions are met:

(i) The transaction will not adversely
affect the Agency’s security position;

(if) The lien is not related to a non-
program eligible action;

(iii) The items to be acquired by the
funding related to the lien is needed for
the operation of the property; and

(iv) The financing arrangements are
otherwise sound.

(2) In cases where the above criteria
are met, borrowers must complete and
provide the Agency a copy of the fi-
nancing statement, loan document, or
contract, as applicable, as well as a se-
curity agreement acceptable to the
Agency.

§3560.410 Consolidations.

(a) General. With Agency approval,
loans, loan agreements, or loan resolu-
tions may be consolidated to reduce
the administrative burden (i.e., record
keeping, budgeting), to improve the
cost effectiveness and efficiencies of
housing project operations, and to ef-
fectively utilize facilities common to
housing projects.

(b) Loan consolidations. Loan consoli-
dations will only be considered when:

(1) Multiple loans to the one bor-
rower entity are being transferred to a
different borrower entity in accordance
with §3560.406, or

(2) One borrower entity has an initial
loan and one or more subsequent loans
for the same housing project and all
the loans were closed on the same date
and with the same rates and terms.
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(c) Loan agreement or loan resolution
consolidations. Loan agreements or loan
resolutions may be consolidated, even
if the loans related to the agreement or
resolution are not consolidated, to
allow borrowers to comply with report-
ing, accounting, and other Agency re-
quirements as a single housing project.

(1) The loan agreements or loan reso-
lutions may only be consolidated when
they are related to loans made for the
same purposes, to the same borrower,
and operating under the same type of
interest credit, if applicable.

(2) All of a borrower’s loan accounts
must be current after the loan agree-
ment or loan resolution consolidation
is processed, unless otherwise approved
by the Agency.

§8§ 3560.411-3560.449 [Reserved]

§3560.450 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 0575-0189. Public reporting burden
for this collection of information is es-
timated to vary from 15 minutes to 18
hours per response, including time for
reviewing instructions, searching exist-
ing data sources, gathering and main-
taining the data needed, and com-
pleting and reviewing the collection of
information. A person is not required
to respond to a collection of informa-
tion unless it displays a currently valid
OMB control number.

Subpart J—Special Servicing, En-
forcement, Liquidation, and
Other Actions

§3560.451 General.

This subpart contains special serv-
icing, enforcement, liquidation, and
other actions that the borrower may
request or the Agency may implement
when compliance violations, monetary
defaults, or non-monetary defaults can-
not be resolved through regular serv-
icing.

(a) Agency obligations. The Agency is
under no obligation to offer or agree to
any special servicing actions.

(b) Relationship to workout agreements.
Special servicing actions may be im-
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plemented either as a part of a work-
out agreement, developed in accord-
ance with §3560.453, or as an action ap-
proved by the Agency separate from a
workout agreement unless indicated
otherwise in this subpart.

§3560.452 Monetary and non-monetary
defaults.

(a) General. Borrowers are in default
when they have received a compliance
violation notice, issued in accordance
with §3560.354, and have failed to cor-
rect the compliance violation identi-
fied in the compliance violation notice
within the time period specified in the
notice. Compliance violations include,
but are not limited to, violations of
promissory note provisions, loan or
grant agreement provisions, regu-
latory, or other Agency requirements,
including requirements imposed on a
borrower through a workout agreement
developed in accordance with §3560.453.

(b) Monetary defaults. A monetary de-
fault exists when any amount due to
the Agency or a third party (such as
real estate taxes and insurance) under
a promissory note, loan or grant agree-
ment, workout agreement, or other
agreement remains due more than 30
days after the due date.

(c) Nonmonetary defaults. A nonmone-
tary default exists when a borrower
fails to correct a compliance violation,
other than a monetary amount past
due, within the time period specified in
a compliance violation notice issued in
accordance with §3560.354. Nonmone-
tary defaults include, but are not lim-
ited to, failure to:

(1) Operate and manage a housing
project in accordance with the Agency
approved management plan or Agency
requirements;

(2) Maintain the physical condition of
a housing project in a decent, safe, and
sanitary manner and in accordance
with Agency requirements;

(3) Keep general operating expense,
reserve, and other financial accounts
related to a housing project at required
funding levels;

(4) Occupy rental units with eligible
tenants, unless granted an exception
by the Agency;
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