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were accepted, for compromise and ad-
justment offers under § 1956.124 and 
cancellations with application under 
§ 1956.130(a) of this subpart. 

(3) Not be required to notify debtors 
of settlement approval when debts are 
cancelled without application under 
§ 1956.130(b) or charged off under 
§ 1956.136 of this subpart. 

(b) Requesting additional information. 
When rejection appears to be necessary 
either because of lack of information 
or because the amount of a compromise 
or adjustment offer is inadequate, the 
State Director may request the serv-
icing official to obtain the additional 
information or make an effort to ob-
tain a more acceptable offer, as the cir-
cumstances justify. Notice of rejection 
of an offer will be withheld in such 
cases until sufficient time has elapsed 
to enable the debtor to present further 
information or a new offer. 

(c) Rejection. When a debt settlement 
application is rejected, the State Di-
rector will: 

(1) Insert the reasons for rejection on 
the Form FmHA or its successor agen-
cy under Public Law 103–354 1956–1. 

(2) Retain the original Form FmHA 
or its successor agency under Public 
Law 103–354 1956–1 in the State Office 
and return case files and copies of 
Form FmHA or its successor agency 
under Public Law 103–354 1956–1 to the 
servicing official. 

(3) Request the Finance Office to re-
turn any adjustment or compromise 
payment held by the Finance Office to 
the borrower, in care of the servicing 
official. 

(4) Return any adjustment or com-
promise payment held by the State Of-
fice to the borrower, in care of the 
servicing official. 

(5) Notify the debtor in writing of the 
reasons for the rejection for com-
promise and adjustment offers under 
§ 1956.124 and cancellations with appli-
cation under § 1956.130(a) of this sub-
part. 

(d) Appeal rights. In accordance with 
Subpart B of Part 1900 of this chapter, 
the debtor will be given the right to ap-
peal the rejection of any debt settle-
ment offer made by the debtor under 
this subpart. 

§ 1956.139 Collections. 

(a) When the debtor offers a lump- 
sum payment in compromise or an ini-
tial payment on an adjustment offer, 
that payment will accompany the set-
tlement application at the time the ap-
plication is filed with the servicing of-
ficial. 

(b) [Reserved] 
(c) Checks or check transmittal let-

ters containing restrictive notations 
such as ‘‘Settlement in full’’ or ‘‘Pay-
ment in full,’’ will be forwarded to the 
State Office where they will be re-
tained until approval or rejection of 
the offer. The use of restrictive nota-
tions will be discouraged to the fullest 
extent possible. 

(d) All payments evidenced by Form 
FmHA or its successor agency under 
Public Law 103–354 451–2, ‘‘Schedule of 
Remittances,’’ bearing the legend 
‘‘Compromise Offer—FmHA or its suc-
cessor agency under Public Law 103– 
354’’ or ‘‘Adjustment Offer—FmHA or 
its successor agency under Public Law 
103–354,’’ will be held in the Deposits 
Fund Account by the Finance Office 
until notification is received from the 
State Office of the approval or rejec-
tion of the offer. 

(1) Upon receipt of an approved Form 
FmHA or its successor agency under 
Public Law 103–354 1956–1, remittances 
will be applied in accordance with es-
tablished policies, beginning with the 
oldest loan included in the settlement, 
except that when the request for settle-
ment includes loans made from dif-
ferent revolving funds, the Finance Of-
fice will prorate the amount received 
on the basis of the total principal bal-
ance due the respective revolving 
funds. 

(2) Upon notification of a rejection of 
a debtor’s offer and receipt of a request 
from the State Director for a refund, 
the Finance Office will refund to the 
debtor, in care of the servicing official, 
the amount held in the Deposits Fund 
Account. 

(e) When a debtor’s adjustment offer 
is approved, the accounts involved will 
not be adjusted in the records of the 
Finance Office until all payments have 
been made. Form FmHA or its suc-
cessor agency under Public Law 103–354 
1956–1 will be held in a suspense file 
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pending payment of the full amount of 
the approved offer. 

(f) If an approved debt settlement 
agreement is later voided by the State 
Director in accordance with § 1956.142(e) 
of this subpart, any payments which 
have been received shall be retained as 
payments on the debt owed at the time 
the compromise or adjustment offer 
was approved. 

[53 FR 13100, Apr. 21, 1988, as amended at 68 
FR 61332, Oct. 28, 2003] 

§§ 1956.140–1956.141 [Reserved] 

§ 1956.142 Delinquent adjustment 
agreements. 

(a) The servicing official is respon-
sible for notifying debtors in advance 
of the due dates of payments on debt 
settlement agreements and for moni-
toring compliance with the terms of 
settlement agreements. If a payment is 
delinquent, the servicing official 
should contact the debtor promptly to 
determine the reason for the delin-
quency and the debtor’s plan for com-
pleting the agreement. 

(b) Delinquencies of 30 days or more 
will be reported to the State Director 
along with other pertinent information 
and the recommendation of the serv-
icing official regarding further han-
dling of the case. 

(c) The State Director may extend, 
for ninety days, the time for making 
the payments when the circumstances 
of the case justify an extension. Exten-
sions for a greater period of time may 
be made by the State Director upon the 
recommendation of the County Com-
mittee and the servicing official. 

(d) When the debtor is financially un-
able to meet the terms of the debt set-
tlement agreement, the State Director 
may void the existing agreement and 
process a new settlement more con-
sistent with the debtor’s repayment 
ability, provided the facts in the case 
justify such action. 

(e) If the State Director determines 
that the debtor cannot or will not meet 
the terms of the settlement agreement 
and if the facts do not justify approval 
of a new settlement agreement, the 
State Director will void the existing 
agreement and direct the servicing of-
ficial to take other servicing actions 

appropriate to the circumstances of the 
case. 

(f) When an adjustment agreement is 
voided, the State Director will notify 
the debtor giving the reasons in writ-
ing, with a copy to the Finance Office 
and to the servicing official. Upon re-
ceipt, the Finance Office will return 
the original Form FmHA or its suc-
cessor agency under Public Law 103–354 
1956–1 to the State Office. 

§ 1956.143 Debt restructuring—hos-
pitals and health care facilities. 

This section pertains exclusively to 
delinquent Community Facility hos-
pital and health care facility loans. 
Those facilities which are nonprogram 
(NP) loans as defined in § 1951.203 (f) of 
subpart E of part 1951 of this chapter 
are excluded. The purpose of debt re-
structuring is to keep the hospital or 
health care facility in operation with 
manageable debt. 

(a) Definitions. As used in this sec-
tion, the following definitions apply: 

Consolidation. The combining of two 
or more debt instruments into one in-
strument, normally accompanied by re-
amortization. 

Debt writedown. A one-time reduction 
of the debt owed to FmHA or its suc-
cessor agency under Public Law 103–354 
including principal and interest. This 
reduction will be the minimum amount 
necessary to meet the level of the fa-
cility’s ability to service the debt. The 
writedown will be applied first to inter-
est and then principal. 

Delinquency due to circumstances be-
yond the control of the debtor. Includes 
situations such as: The debtor has less 
money than planned due to unexpected 
and uncontrollable events such as un-
expected loss of service area popu-
lation, unforeseeable costs incurred for 
compliance with State or Federal regu-
latory requirements, or the loss of key 
personnel. 

Delinquent debtor. For purposes of 
this section, delinquency is defined as 
being 180 days behind schedule on the 
FmHA or its successor agency under 
Public Law 103–354 payments. That is, 
one full annual installment or the 
equivalent for monthly, quarterly, or 
semiannual installments. 

Eligibility. Applicants must be delin-
quent due to circumstances beyond 
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