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§ 201.50 Lender efforts to cure the default.
(a) Personal contact with the borrower
before acceleration and foreclosure or repossession. The lender shall undertake
foreclosure or repossession of the property securing a Title I loan that is in
default only after the lender has serviced the loan in a timely manner and
with diligence in accordance with the
requirements of this part, and has
taken all reasonable and prudent measures to induce the borrower to bring
the loan account current. Before taking action to accelerate the maturity
of the loan, the lender or its agent
shall contact the borrower and any comaker or co-signer, either in a face-toface meeting or by telephone, to discuss the reasons for the default and to
seek its cure. If the borrower and the
co-makers or co-signers cannot be located, will not discuss the default, or
will not agree to its cure, the lender
may proceed to take action under paragraph (b) of this section. The lender
shall document the results of its efforts
to contact the borrower and any comaker or co-signer, and shall place in
the loan file a copy of any modification
agreement or repayment plan that has
been offered.
(b) Notice of default and acceleration.
Unless the borrower cures the default
or agrees to a modification agreement
or repayment plan, the lender shall
provide the borrower with written notice that the loan is in default and that
the loan maturity is to be accelerated.
In addition to complying with applicable State or local notice requirements,
the notice shall be sent by certified
mail and shall contain:
(1) A description of the obligation or
security interest held by the lender;
(2) A statement of the nature of the
default and of the amount due to the
lender as unpaid principal and earned
interest on the note as of the date 30
days from the date of the notice;
(3) A demand upon the borrower either to cure the default (by bringing
the loan current or by refinancing the
loan) or to agree to a modification
agreement or a repayment plan, by not

later than the date 30 days from the
date of the notice;
(4) A statement that if the borrower
fails either to cure the default or to
agree to a modification agreement or a
repayment plan by the date 30 days
from the date of the notice, then, as of
the date 30 days from the date of the
notice, the maturity of the loan is accelerated and full payment of all
amounts due under the loan is required;
(5) A statement that if the default
persists the lender will report the default to an appropriate credit reporting
agency; and
(6) Any other requirements prescribed by the Secretary.
(c) Reinstatement of the loan. The
lender may rescind the acceleration of
maturity after full payment is due and
reinstate the loan only if the borrower
brings the loan current, executes a
modification agreement, or agrees to
an acceptable repayment plan.
(d) Notice to credit reporting agency. If
the loan maturity is accelerated and
the loan is not reinstated, the lender
shall report the default to an appropriate credit reporting agency.
(Approved by the Office of Management and
Budget under control number 2502–0328)
[50 FR 43523, Oct. 25, 1985, as amended at 52
FR 33407, Sept. 3, 1987; 56 FR 52434, Oct. 18,
1991; 57 FR 6480, Feb. 25, 1992]

§ 201.51 Proceeding against the loan
security.
(a) Property improvement loans. (1)
After acceleration of maturity on a secured property improvement loan, the
lender may either proceed against the
loan security under its title I security
instrument or make claim under its
contract of insurance. If the lender proceeds against the loan security, it may
submit an insurance claim only if it
complies with the requirements of
paragraph (a)(2) of this section.
(2) The lender may proceed against
the secured property under its Title I
security instrument and later submit a
claim under its contract of insurance
only with the prior approval of the Secretary. The Secretary’s decision will be
based upon all relevant factors, including but not limited to the appraised
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Office of Assistant Secretary for Housing, HUD
value and the amount of all outstanding loan obligations on the property, the estimated costs of foreclosure
and disposition, and the anticipated
time to dispose of the property. In proceeding against the secured property,
the lender shall comply with all applicable State and local laws, and shall
take all actions necessary to preserve
its rights, if any, to obtain a valid and
enforceable
deficiency
judgment
against the borrower.
(3) After acceleration of maturity on
a defaulted unsecured property improvement loan, the lender may submit
a claim under its contract of insurance.
(b) Manufactured home loans. (1) After
acceleration of maturity on a defaulted
manufactured home loan, the lender
shall proceed against the loan security
by foreclosure or repossession, as appropriate, in compliance with all applicable State and local laws, and shall
acquire good, marketable title to the
property securing the loan. The lender
shall also take all actions necessary
under State and local law to preserve
its rights, if any, to obtain a valid and
enforceable
deficiency
judgment
against the borrower.
(2) Prior to foreclosure or repossession, the lender or its agent shall make
a visual inspection of the property and
prepare a report on its condition for
placement in the loan file. If the lender
determines that the property has been
abandoned, the lender shall take such
steps as are permitted under State or
local law to repossess or foreclose upon
the property, without waiting for the
notice period under § 201.50(b) to run.
(3) The lender shall obtain a HUD-approved appraisal of the property as
soon after repossession as possible, or
earlier with the permission of the borrower. This appraisal shall be performed on the homesite, unless the site
owner requires that the home be removed before the appraisal can be performed, and it should reflect the retail
value of comparable manufactured
homes in similar condition and in the
same geographic area where the repossession occurred. When the manufactured home is without hazard insurance and has sustained, at any time
prior to the sale or disposition of the
home, damage which would normally
be covered by such insurance, the lend-

§ 201.53

er shall report this situation in submitting an insurance claim, and the appraised value shall be based upon the
retail value of comparable homes in
good condition and in the same geographic area, without any deduction
for such damage.
(Approved by the Office of Management and
Budget under control number 2502–0328)
[50 FR 43523, Oct. 25, 1985, as amended at 54
FR 10537, Mar. 14, 1989; 54 FR 36266, Aug. 31,
1989; 56 FR 52435, Oct. 18, 1991]

§ 201.52 Acquisition by voluntary conveyance or surrender.
The lender may accept a voluntary
conveyance of title to or ownership of
the property securing a manufactured
home loan which is in default, provided
that (a) the lender accepts the conveyance in full satisfaction of the borrower’s obligation, and (b) no claim is
submitted under its contract of insurance. The lender may accept voluntary
surrender of the property without satisfaction of the borrower’s obligation,
provided that if the lender intends
thereafter to submit a claim under its
contract of insurance, the lender shall
acquire title to or ownership of the
property and then dispose of and sell
the property in compliance with State
and local law, so as to assure that it
can assign a valid and enforceable obligation,
including
any
deficiency
against the borrower, to the Secretary
when submitting its claim. If the lender accepts a voluntary conveyance of
title or a voluntary surrender of the
property, the notice of default and acceleration under § 201.50(b) shall not be
required.
[50 FR 43523, Oct. 25, 1985, as amended at 61
FR 19799, May 2, 1996]

§ 201.53 Disposition of manufactured
home loan property.
Where the lender obtains title to
property securing a manufactured
home loan by repossession or foreclosure, the property shall be sold for
the best price obtainable before making an insurance claim. In the case of a
combination loan, the manufactured
home and lot shall be sold in a single
transaction and the manufactured
home may not be removed from the lot,
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