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Direct Single Family Housing cus-
tomers or to the Rural Rental Housing, 
Rural Cooperative Housing, or Farm 
Labor Housing Program of the RHS. 
This subpart does not apply to Water 
and Waste Programs of the Rural Utili-
ties Service, Watershed loans, and Re-
source Conservation and Development 
loans, which are serviced under part 
1782 of this title. In addition, this sub-
part is inapplicable to Farm Service 
Agency, Farm Loan Programs. 

[72 FR 55018, Sept. 28, 2007, as amended at 72 
FR 64123, Nov. 15, 2007] 

§ 1951.152 Definition. 
As used in this subpart: 
Mortgage. Includes real estate mort-

gage, deed of trust or any other form of 
security instrument or lien on real 
property. 

§ 1951.153 Chattel security or note- 
only cases. 

(a) If a loan secured by both real es-
tate and chattels is paid in full, the 
chattel security instrument will be sat-
isfied or released in accordance with 
subpart A of part 1962 of this chapter. 

(b) When a loan is evidenced by only 
a note and the note is paid in full, 
FmHA or its successor agency under 
Public Law 103–354 will deliver the note 
to the borrower in the manner pre-
scribed in § 1951.155(c) of this subpart. 

§ 1951.154 Satisfaction and release of 
documents. 

(a) Authorization. FmHA or its suc-
cessor agency under Public Law 103–354 
is authorized to execute the necessary 
releases and satisfactions and return 
security instruments and related docu-
ments to borrowers. Satisfaction and 
release of security documents takes 
place: 

(1) Upon receipt of payment in full of 
all amounts owed to the Government 
including any amounts owed to the 
loan insurance account, subsidy recap-
ture amounts, all loan advances and/or 
other charges to the borrower’s ac-
count; 

(2) Upon verification that the amount 
of payment received is sufficient to pay 
the full amount owed by the borrower; 
or 

(3) When a compromise or adjustment 
offer has been accepted and approved 

by the appropriate Government official 
in full settlement of the account and 
all required funds have been paid. 

(b) [Reserved] 
(c) Lost note. If the original note is 

lost FmHA or its successor agency 
under Public Law 103–354 will give the 
borrower an affidavit of lost note so 
that the release or satisfaction may be 
processed. 

§ 1951.155 County and/or District Of-
fice actions. 

(a) Funds remaining in supervised bank 
accounts. When a borrower is ready to 
pay an insured or direct loan in full, 
any funds remaining in a supervised 
bank account will be withdrawn and re-
mitted for application to the bor-
rower’s account. If the entire principal 
of the loan is refunded after the loan is 
closed, the borrower will be required to 
pay interest from the date of the note 
to the date of receipt of the refund. 

(b) Determining amount to be collected. 
FmHA or its successor agency under 
Public Law 103–354 will compute and 
verify the amount to be collected for 
payment of an account in full. Re-
quests for payoff balances on all ac-
counts will be furnished in writing in a 
format specified by FmHA or its suc-
cessor agency under Public Law 103–354 
(available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office). 

(c) Delivery of satisfaction, notes, and 
other documents. When the remittance 
which paid an account in full has been 
processed by FmHA or its successor 
agency under Public Law 103–354, the 
paid note and satisfied mortgage may 
be returned to the borrower. If other 
provisions exist, the mortgage will not 
be satisfied until the total indebted-
ness secured by the mortgage is paid. 
For instance, in a situation where a 
rural housing loan is paid-in-full and 
there is a subsidy recapture receivable 
balance that the borrower elects to 
delay repaying, the amount of recap-
ture to be repaid will be determined 
when the principal and interest balance 
is paid. The mortgage securing the 
RHS, RBS, RUS, and/or FSA or its suc-
cessor agency under Public Law 103–354 
debt will not be released of record until 
the total amount owed the Government 
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is repaid. To permit graduation or refi-
nancing by the borrower, the mortgage 
securing the recapture owed may be 
subordinated. 

(1) If FmHA or its successor agency 
under Public Law 103–354 receives final 
payments in a form other than cash, 
U.S. Treasury check, cashier’s check, 
certified check, money order, bank 
draft, or check issued by an institution 
determined by FmHA or its successor 
agency under Public Law 103–354 to be 
financially responsible, the mortgage 
and paid note will not be released until 
after a 30-day waiting period. If other 
indebtedness to FmHA or its successor 
agency under Public Law 103–354 is not 
secured by the mortgage, FmHA or its 
successor agency under Public Law 103– 
354 will execute the satisfaction or re-
lease. When the stamped note is deliv-
ered to the borrower, FmHA or its suc-
cessor agency under Public Law 103–354 
will also deliver the real estate mort-
gage and related title papers such as 
title opinions, title insurance binders, 
certificates of title, and abstracts 
which are the property of the borrower. 
Any water stock certificates or other 
securities that are the property of the 
borrower will be returned to the bor-
rower. Also, any assignments of income 
will be terminated as provided in the 
assignment forms. 

(2) Delivery of documents at the time 
of final payment will be made when 
payment is in the form of cash, U.S. 
Treasury check, cashier’s check, cer-
tified check, money order, bank draft, 
or check issued by an institution deter-
mined by FmHA or its successor agen-
cy under Public Law 103–354 to be re-
sponsible. FmHA or its successor agen-
cy under Public Law 103–354 will not 
accept payment in the form of foreign 
currency, foreign checks or sight 
drafts. FmHA or its successor agency 
under Public Law 103–354 will execute 
the satisfaction or release (unless other 
indebtedness to FmHA or its successor 
agency under Public Law 103–354 is cov-
ered by the mortgage) and mark the 
original note with a paid-in-full legend 
based upon receipt of the full payment 
balance of the borrower’s account(s), 
computed as of the date final payment 
is received. In unusual cases where an 
insured promissory note is held by a 
private holder, FmHA or its successor 

agency under Public Law 103–354 can 
release the mortgage and deliver the 
note when it is received. 

(d)–(e) [Reserved] 
(f) Cost of recording or filing of satisfac-

tion. The satisfaction or release will be 
delivered to the borrower for recording 
and the recording costs will be paid by 
the borrower, except when State law 
requires the mortgagee to record or file 
satisfactions or release and pay the re-
cording costs. 

(g) Property insurance. When the bor-
rower’s loan has been paid-in-full and 
the satisfaction or release of the mort-
gage has been executed, FmHA or its 
successor agency under Public Law 103– 
354 may release the mortgage interest 
in the insurance policy as provided in 
subpart A of part 1806 of this chapter 
(FmHA or its successor agency under 
Public Law 103–354 Instruction 426.1). 

(h) [Reserved] 
(i) Outstanding Loan Balance(s). 

FmHA or its successor agency under 
Public Law 103–354 will attempt to col-
lect any account balance(s) that may 
result from an error by FmHA or its 
successor agency under Public Law 103– 
354 in handling final payments accord-
ing to paragraph 1951.155(b) of this sec-
tion. If collection cannot be made, the 
debt will be settled according to sub-
part B of part 1956 of this chapter or re-
classified to collection-only. A defi-
ciency judgment may be considered if 
the balance is a significant amount 
($1,000 or more) and the borrower has 
known assets. 

[57 FR 774, Jan. 9, 1992, as amended at 60 FR 
55145, Oct. 27, 1995] 

§§ 1951.156–1951.200 [Reserved] 

Subpart E—Servicing of Commu-
nity and Direct Business Pro-
grams Loans and Grants 

SOURCE: 55 FR 4399, Feb. 8, 1990, unless oth-
erwise noted. 

§ 1951.201 Purposes. 

This subpart prescribes the Rural De-
velopment mission area policies, au-
thorizations, and procedures for serv-
icing the following programs: Commu-
nity Facility loans and grants, Rural 
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