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§3550.211

§3550.211 Liquidation.

(a) Policy. When RHS determines that
a borrower is unable or unwilling to
meet loan obligations, RHS may accel-
erate the loan and, if necessary, ac-
quire the security property. The bor-
rower is responsible for all expenses as-
sociated with liquidation and acquisi-
tion. If the account is satisfied in full,
the borrower will be released from li-
ability. If the account is not satisfied
in full, RHS may pursue any deficiency
unless the borrower received a morato-
rium at any time during the life of the
loan and faithfully tried to repay the
loan.

(b) Tribal allotted or trust land. Liq-
uidations involving a security interest
in tribal allotted or trust land shall
only be pursued after offering to trans-
fer the account to an eligible tribal
member, the tribe, or the Indian Hous-
ing Authority. Forced liquidation of
RHS security interests in Indian trust
lands or on tribal allotted land will be
recommended only after the State Di-
rector has determined it is in the best
interest of the Government.

(c) Acceleration and foreclosure. If RHS
determines that foreclosure is in the
best interest of the Government, RHS
will send an acceleration notice to
each borrower and any cosigner.

(d) Voluntary liquidation. Borrowers
may voluntarily liquidate through:

(1) Refinancing or sale. The borrower
may refinance or sell the security prop-
erty for at least net recovery value and
apply the proceeds to the account.

(2) Deed in lieu of foreclosure. RHS
may accept a deed in lieu of foreclosure
to convey title to the security property
only after the debt has been acceler-
ated and when it is in the Govern-
ment’s best interest.

(3) Offer by third party. If a junior
lienholder or cosigner makes an offer
in the amount of at least the net recov-
ery value, RHS may assign the note
and mortgage.

(e) Bankruptcy. (1) When a petition in
bankruptcy is filed by a borrower after
acceleration, collection actions and
foreclosure actions are suspended in ac-
cordance with the provisions of the
Bankruptcy Code.

(2) RHS may accept conveyance of se-
curity property by the trustee in bank-
ruptcey if the Bankruptcy Court has ap-
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proved the transaction, RHS deter-
mines the conveyance is in the best in-
terest of the Government, and RHS
will acquire title free of all liens and
encumbrances except RHS liens.

(3) Whenever possible in a Chapter 7
Bankruptcy, a reaffirmation agree-
ment will be signed by the borrower
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]
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