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7 CFR Ch. XXXV (1–1–10 Edition) § 3550.162 

§ 3550.162 Recapture. 

(a) Recapture policy. Borrowers with 
loans approved or assumed on or after 
October 1, 1979, will be required to 
repay subsidy amounts received 
through payment subsidy or deferred 
mortgage assistance. Amounts to be re-
captured are due and payable when the 
borrower transfers title or ceases to oc-
cupy the property. 

(b) Amount to be recaptured. (1) The 
maximum amount to be recaptured is 
the amount of principal reduction at-
tributed to subsidy and the lesser of: 

(i) The amount of subsidy received; 
or 

(ii) 50 percent of the value apprecia-
tion. 

(2) The value appreciation of prop-
erty with a cross-collateralized loan is 
based on the market value of the dwell-
ing and lot. If located on a farm, the 
lot size would be a typical lot for a sin-
gle family housing property. 

(3) Interest reduced from the promis-
sory note rate to six percent under the 
Soldiers and Sailors Relief Act is not 
subject to recapture. 

(c) Option to defer payment of recap-
ture amounts. (1) Borrowers may defer 
payment of recapture amounts if the 
loan is repaid, the title does not trans-
fer, and the borrower continues to oc-
cupy the property. 

(2) The RHS mortgage securing the 
deferred recapture amount may be sub-
ordinated to permit refinancing if the 
RHS mortgage will be adequately se-
cured. 

(3) Borrowers eligible to defer recap-
ture may receive a discount on the re-
capture amount due if the recapture 
amount is paid along with the final 
payment, or in the case of a final in-
stallment, within 60 days of the date 
RHS notifies the borrower that recap-
ture may be due. 

(d) Borrower ceases to occupy the prop-
erty. When a borrower ceases to occupy 
a property: 

(1) The borrower may pay the recap-
ture amount in full or reamortize the 
existing loan to include the recapture 
amount. 

(2) If the borrower does not pay the 
recapture amount or consent to re-
amortization within 30 days, RHS may 
proceed with foreclosure. 

(e) Assumed loans. (1) When a loan 
subject to recapture is assumed under 
new rates and terms, the recapture 
amount may be paid in full by the sell-
er or included in the principal amount 
assumed by the buyer. 

(2) When a loan is assumed under the 
terms of the promissory note, recap-
ture amounts will not be due. When the 
new borrower transfers title or ceases 
to occupy the property, all subsidy sub-
ject to recapture before and after the 
assumption is due. 

(3) When a borrower has deferred pay-
ment of recapture amounts, the de-
ferred recapture amount may be in-
cluded in the principal amount of the 
new loan. 

[61 FR 59779, Nov. 22, 1996, as amended at 67 
FR 78331, Dec. 24, 2002] 

§ 3550.163 Transfer of security and as-
sumption of indebtedness. 

(a) General policy. RHS mortgages 
contain due-on-sale clauses that gen-
erally require RHS consent before title 
to a security property can be trans-
ferred with an assumption of the in-
debtedness. If it is in the best interest 
of the Government, RHS will approve 
the transfer of title and assumption of 
indebtedness on program or nonpro-
gram (NP) terms, depending on the 
transferee’s eligibility and the prop-
erty’s characteristics. 

(b) RHS approval of assumptions. (1) A 
borrower with a loan on program terms 
who wishes to transfer a security prop-
erty restricted by a due-on-sale clause 
to a purchaser who wishes to assume 
the debt must receive prior authoriza-
tion from RHS. If RHS authorizes the 
transfer and assumption, the account 
will be serviced in the purchaser’s 
name and the purchaser will be liable 
for the loan under the terms of the se-
curity instrument. 

(2) If a borrower transfers title to the 
security property with a due-on-sale 
clause without obtaining RHS author-
ization, RHS will not approve assump-
tion of the indebtedness, and the loan 
will be liquidated unless RHS deter-
mines that it is in the Government’s 
best interest to continue the loan. If 
RHS decides to continue the loan, the 
account will be serviced in the original 
borrower’s name and the original bor-
rower will remain liable for the loan 
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