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EDITORIAL NOTES: 1. Some of the exhibits
referenced in this part 1951 are not published
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fice.

2. Nomenclature changes to part 1951 ap-
pear at 80 FR 9890-9894, Feb. 24, 2015.

Subpart A—Account Servicing
Policies

SOURCE: 50 FR 45764, Nov. 1, 1985, unless
otherwise noted.

§1951.1 Purpose.

This subpart sets forth the policies
and procedures to use in
servicingaccounts. This subpart also
applies to Rural Rental Housing Loan
(RRH), Rural Cooperative Housing
Loan (RCH), Labor Housing Loan (LLH),
Rural Housing Site Loan (RHS), and
Site Option Loan (SO) accounts not
covered under the Predetermined Am-
ortization Schedule System (PASS).
Loans on PASS will be administered
under 7 CFR part 3560, subpart I. Cases
involving unauthorized assistance will
be serviced under Subparts L and N of
this part. Cases involving graduation of
borrowers to other sources of credit
will be serviced under Subpart F of this
part. This subpart does not apply to
Water and Waste Programs of the
Rural Utilities Service, Watershed
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loans, or Resource Conservation and
Development loans, which are serviced
under part 1782 of this title. In addi-
tion, this subpart is inapplicable to
Farm Service Agency, Farm Loan Pro-
grams.

[62 FR 26134, July 13, 1987, as amended at 69
FR 69105, Nov. 26, 2004; 72 FR 55017, Sept. 28,
2007; 72 FR 64122, Nov. 15, 2007]

§1951.2 Policy.

Borrowers are expected to pay their
debts to the Agency in accordance with
their agreements and ability to pay.
They will be encouraged to pay ahead
of schedule, consistent with sound fi-
nancial management. When borrowers
have acted in good faith and have exer-
cised due diligence in an effort to pay
their indebtedness but cannot pay on
schedule because of circumstances be-
yond their control, servicing actions
will be consistent with the best inter-
ests of the borrower and the Govern-
ment. It is the policy of this agency to
service borrower loan account without
regard to race, color, religion, sex,
marital status, national origin, age,
physical or mental handicap (borrower
must possess the capacity to enter into
a legal contract for services).

§1951.3 Authorities
ities.

County Supervisors and District Di-
rectors are responsible for servicing all
Agency accounts serviced by the Coun-
ty and District Offices as prescribed by
this subpart under the general guid-
ance and supervision of District Direc-
tors and State Office personnel. Full
use will be made of the County Office
Management System in account serv-
icing. For the purposes of this Subpart,
all references to ‘“‘County Supervisor”
shall be construed to mean ‘‘District
Director” for all loans serviced by the
District Office.

and responsibil-

§§1951.4-1951.6 [Reserved]

§1951.7 Accounts of borrowers.

(a) Accounts of active borrowers. The
foundation for proper and timely debt
payment is sound farm and home plan-
ning or budgeting, including plans for
debt payment, supplemented by effec-
tive followup management assistance.
Account servicing, therefore, must



RHS, RBS, RUS, FSA, USDA

begin with initial planning and must be
an integral part of analysis and subse-
quent planning, as well as follow-up
management assistance.

(b) Accounts of collection-only bor-
rowers. (1) Collection-only borrowers
are expected to pay debts to the Agen-
cy in accordance with their ability to
pay. Efforts to collect such debts, in-
cluding use of collection letters and ac-
count servicing visits, must be coordi-
nated with other program activities. If
these borrowers are unable to pay in
full, appropriate debt settlement poli-
cies should be promptly applied.

(2) Envelopes addressed to collection-
only borrowers will bear the legend
“DO NOT FORWARD.” When an enve-
lope is returned indicating the bor-
rower has moved, appropriate steps
will be taken to determine the bor-
rower’s correct address.

(3) Regular County Office employees
are generally expected to service the
collection-only caseload when it is of
moderate size. State Directors may as-
sign additional employees to County
Offices having large collection-only
caseloads when necessary to service
such cases to a prompt conclusion.
State Directors may inform the Na-
tional Office of the need for employing
special collection personnel in urban
areas having large collection-only
caseloads when employees are not
available to assign to such areas.

(4) The following actions will be
taken in servicing accounts owed by
collection-only borrowers:

(i) District Directors will review,
yearly, all collection-only cases in
each County Office with the County
Supervisor as early in each fiscal year
as possible. They will jointly agree on
the actions to take and will complete
Form RD 451-27, ‘“‘Review of Collection-
Only Accounts.”

(ii) District Directors will establish
with County Supervisors a systematic
plan for collecting the accounts or ini-
tiating appropriate debt settlement ac-
tions during the year.

(iii) County Supervisors will include
in their monthly calendars plans for
servicing these accounts.

(iv) On visits to County Offices, Dis-
trict Directors will review the progress
being made by County Supervisors to
insure that goals will be reached.
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(v) For collection-only accounts in
District Offices, the State Director will
review the accounts as required in
paragraphs (b)(4)(i) through (b)(4)(iv) of
this section and the District Director
will service the account.

(c) Notifying borrowers of payments.
County Supervisors will notify bor-
rowers of the dates and amounts of
payments that have been agreed on for
all types of accounts. Form RD, ‘‘Re-
minder of Payment to be Made,” or
similar form approved by the State Di-
rector, will be used. The form will not
contain any language indicating that
an account is delinquent. These notices
will be timed to reach borrowers imme-
diately before the receipt of the income
from which the payments should be
made or before the installment due
date on the note, as appropriate, and
may include other pertinent informa-
tion such as a reference to agreements
reached during the year and sources of
income from which the payment was
planned. Such notices need not be sent
when frequent payments are scheduled
and the borrower customarily makes
the payments when due.

(d) Subsequent servicing. (1) When a
Farmer Program borrower fails to
make a payment as agreed, the County
Supervisor will notify the borrower in
accordance with subpart S of part 1951
of this chapter.

(2) When a borrower other than a
Farmer Program borrower fails to
make a payment as agreed, the County
Supervisor will contact the borrower to
discuss the reasons why the payment
was not made and to develop specific
plans, for making the payment. Form
RD, “Notice of Payment Due,” may be
used to notify borrowers who make
payments directly to the Finance Of-
fice that their payment has not been
received. Form RD 450-13, ‘‘Request for
Assignment of Income From Trust
Property,” may be used when other
methods of loan collection fail and
debt repayment is possible from trust
income. In the event the borrower re-
fuses to make the payment when in-
come is available, or if it is determined
that income will not be available to
make the payment within a reasonable
length of time and will not be available
to make future payments, action will
be taken to protect the Government’s
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interest in accordance with applicable
regulations. Followup actions of subse-
quent servicing will be noted on appro-
priate Management System Cards.

(e) Maintaining records of accounts in
County Offices. Records of the accounts
of Agency borrowers will be main-
tained in the County Office as provided
in RD Instruction 1905-A (available in
any Agency office).

(f) Inquiry for Multiple Family Housing
(MFH) loans. Inquiry for all RRH, RCH,
LH, RHS and SO loans and grants will
be made through field terminals using
procedures in the ‘“‘MFH Users Proce-
dures” manual or by contacting the
MFH Unit in the Finance Office.

(g) Inquiry for other than Multiple
Family Housing (MFH) loans. Inquiry for
these loan programs will be made
through field terminals using proce-
dures in the ‘“‘Automated Discrepancy
Processing System (ADPS)”’ manuals.

(h) Loan Summary Statements. Upon
request of a borrower, Rural Develop-
ment issues a loan summary statement
that shows the account activity for
each loan made or insured under the
Consolidated Farm and Rural Develop-
ment Act. The field office will post on
the bulletin board a notice informing
the borrower of the availability of the
loan summary statement. See Exhibit
A for a sample of the required notice.

(1) The loan summary statement pe-
riod is from January 1 through Decem-
ber 31. The Finance Office forwards a
copy of Form RD 1951-9, ‘“Annual
Statement of Loan Account,” to field
offices to be retained in borrower files
as a permanent record of borrower ac-
tivity for the year.

(2) Quarterly Forms RD 1951-9 are re-
tained in the Finance Office on micro-
fiche. These quarterly statements re-
flect cumulative data from the begin-
ning of the current year through the
end of the most recent quarter. If a
borrower requests a loan summary
statement with data through the most
recent quarter, county supervisors may
request copies of these quarterly or an-
nual statements by sending Form RD
1951-57, ‘“‘Request for Loan Summary
Statement,” to the Finance Office.

(3) When a loan summary statement
is requested by the borrower, the field
office will copy the applicable annual
or quarterly Forms RD 1951-9. A

14

7 CFR Ch. XVIII (1-1-23 Edition)

copy(ies) of Form RD 1951-9 and a copy
of the promissory note showing bor-
rower installments will constitute the
loan summary statement provided to
the borrower.

[60 FR 45764, Nov. 1, 1985, as amended at 52
FR 11457, Apr. 9, 1987; 563 FR 35716, Sept. 14,
1988; 54 FR 10269, Mar. 13, 1989]

§1951.8 Types of payments.

(a) Regular payments. Regular pay-
ments are all payments other than
extra payments and refunds. Usually,
regular payments are derived from
farm income, as defined §1962.4 of sub-
part A of part 1962 of this chapter. Reg-
ular payments also include payments
derived from sources such as Agricul-
tural Stabilization and Conservation
Service payments (other than those re-
ferred to in paragraph (b) of this sec-
tion), off-farm income, inheritances,
life insurance, mineral royalties and
income from mineral leases (see
§1965.17 (¢) of subpart A of part 1965 of
this chapter), including income from
leases or bonuses. Regular payments in
the case of a Section 502 RH loan to an
applicant involved in a mutual self-
help project will include loan funds ad-
vanced for the payment of any part of
the first and second installments. All
payments to the lock box facility(s) by
direct payment borrowers are consid-
ered regular payments.

(b) Extra payments. Extra payments
are payments derived from:

(1) Sale of chattels other than chat-
tels which will be sold to produce farm
income or real estate security, includ-
ing rental or lease of real estate secu-
rity of a depreciating or depleting na-
ture.

(2) Refinancing of the real estate
debt.

(3) Cash proceeds of real property in-
surance as provided in subpart A of
part 1806 of this chapter (RD Instruc-
tion 426.1).

(4) A sale of real estate not mort-
gaged to the Government, pursuant to
a condition of loan approval.

(5) Agricultural Conservation Pro-
gram payments as provided in subpart
A of part 1941 of this chapter.

(6) Transactions of a similar nature
which reduce the value of security
other than chattels which will be sold
to produce farm income.
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