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SUBPART F - DEFAULT UNDER THE LOAN OBLI GATI ON

8 201.50 Lender efforts to cure the default.

(a)

(b)

1060.

Personal contact with the borrower before acceleration and foreclosure
or repossession. The |l ender shall undertake forecl osure or repossession
of the property securing a Title | loan that is in default only after
the | ender has serviced the loan in a tinely nmanner and with diligence
in accordance with the requirenents of this part, and has taken all
reasonabl e and prudent neasures to induce the borrower to bring the I oan
account current. Before taking action to accelerate the maturity of the
| oan, the lender or its agent shall contact the borrower and any co-
nmaker or co-signer, either in a face-to-face neeting or by tel ephone, to
di scuss the reasons for the default and to seek its cure. If the
borrower and the co-nakers or co-signers cannot be |ocated, will not

di scuss the default, or will not agree to its cure, the | ender may
proceed to take action under paragraph (b) of this section. The | ender
shal | docunent the results of its efforts to contact the borrower and
any co-maker or co-signer, and shall place in the loan file a copy of
any nodification agreenent or repaynent plan that has been offered.

Noti ce of default and accel eration. Unl ess the borrower cures the
default or agrees to a nodification agreenent or repaynent plan, the

| ender shall provide the borrower with witten notice that the loan is
in default and that the loan maturity is to be accelerated. In addition
to conplying with applicable State or |ocal notice requirenents, the
noti ce shall be sent by certified nmail and shall contain:

(1) A description of the obligation or security interest held by the
| ender;

(2) A statement of the nature of the default and of the amount due to
the | ender as unpaid principal and earned interest on the note as
of the date 30 days fromthe date of the notice;

(3) A demand upon the borrower either to cure the default (by bringing
the Il oan current or by refinancing the loan) or to agree to a
nodi fication agreenent or a repaynent plan, by not later than the
date 30 days fromthe date of the notice

(4) A statenent that if the borrower fails either to cure the default
or to agree to a nodification agreement or a repaynent plan by the
date 30 days fromthe date of the notice, then, as of the date 30
days fromthe date of the notice, the maturity of the loan is
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accel erated and full paynment of all anmpunts due under the loan is
required;

(5) A statenent that if the default persists the lender will report the
default to an appropriate credit reporting agency; and



()

(d)

(6) Any other requirenents prescribed by the Secretary.

Rei nst atement of the loan. The | ender may rescind the accel eration of
maturity after full paynent is due and reinstate the loan only if the
borrower brings the |l oan current, executes a nodification agreenent, or
agrees to an acceptable repaynent plan

Notice to credit reporting agency. If the loan maturity is accel erated
and the loan is not reinstated, the |l ender shall report the default to
an appropriate credit reporting agency.

§ 201.51 Proceedi ng against the | oan security.

(a)
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(b)

Property inprovenent |oans.

(1) After acceleration of maturity on a secured property inprovenent
| oan, the | ender may either proceed against the |oan security under
its Title | security instrument or make claimunder its contract of
insurance. |If the | ender proceeds against the |oan security, it may
submit an insurance claimonly if it conplies with the requirenents
of paragraph (a)(2) of this section

(2) The lender may proceed agai nst the secured property under its Title
| security instrument and later subnmit a claimunder 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 Iimted to the apprai sed val ue and the anount of
all outstanding | oan obligations on the property, the estimted
costs of foreclosure and disposition, and the anticipated tinme to
di spose of the property. In proceeding agai nst the secured
property, the lender shall conply with all applicable State and
|l ocal laws, and shall take all actions necessary to preserve its
rights, if any, to obtain a valid and enforceabl e deficiency
j udgrment agai nst the borrower.

(3) After acceleration of maturity on a defaulted unsecured property
i nprovenent | oan, the lender may subnmit a claimunder its contract
of insurance.
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Manuf act ured home | oans.

(1) After acceleration of maturity on a defaulted nmanufactured hone
| oan, the | ender shall proceed against the |oan security by
forecl osure or repossession, as appropriate, in conpliance with al
applicable State and local |aws, and shall acquire good, marketable
title to the property securing the loan. The | ender shall also take
all actions necessary under State and local law to preserve its
rights, if any, to obtain a valid and enforceabl e deficiency
j udgrment agai nst the borrower.

(2) Prior to foreclosure or repossession, the Iender or its agent shal
make a visual inspection of the property and prepare a report on
its condition for placenent in the loan file. If the |ender
determ nes that the property has been abandoned, the | ender may



take such steps as are pernmtted under State or local lawto
repossess or foreclose upon the property, without waiting for the
notice period under 8§ 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 perm ssion
of the borrower. This appraisal shall be performed on the honesite,
unl ess the site owner requires that the home be rempved before the
apprai sal can be performed, and it should reflect the retail value
of conparabl e manufactured homes in sinilar condition and in the
sanme geographic area where the repossession occurred. Wen the
manufactured hone is wthout hazard insurance and has sustai ned, at
any tinme prior to the sale or disposition of the home, damage which
woul d normal Iy be covered by such insurance, the | ender shal
report this situation in subnmitting an insurance claim and the
apprai sed val ue shall be based upon the retail val ue of conparable
honmes in good condition and in the same geographic area, wthout
any deduction for such damage

§ 201.52 Acquisition by voluntary conveyance or surrender

The | ender may accept a voluntary conveyance of title to or ownership of the
property securing a manufactured home | oan which is in default, provided that
(a) the lender accepts the conveyance in full satisfaction of the borrower's
obligation, and (b) no claimis subnitted under its contract of insurance.
The | ender may accept voluntary surrender of the property without
satisfaction of the borrower's obligation, provided that if the |ender
intends thereafter to submit a claimunder its contract of insurance, the

| ender shall acquire title to or ownership of the property and then di spose
of and sell the property in conpliance with State and local law, so as to

6-3 6/ 96
1060. 2 REV-6

assure that it can assign a valid and enforceabl e obligation, including any
deficiency against the borrower, to the Secretary when subnmitting its claim
If the tender accepts a voluntary conveyance of title or a voluntary
surrender of the property, the notice of default and accel erati on under

§ 201.50(b) shall not be required.

' 201.53 Disposition of manufactured home | oan property.

VWere the |l ender obtains title to property securing a manufactured home | oan
by repossession or foreclosure, the property shall be sold for the best price
obt ai nabl e before making an insurance claim In the case of a conbination

| oan, the manufactured hone and | ot shall be sold in a single transaction and
the manuf actured hone may not be renpved fromthe lot, unless the prior
approval of the Secretary is obtained for a different procedure. The best
price obtainable shall be the greater of:

(a) The actual sales price of the property, after deducting the cost of
repairs, furnishings, and equi pnrent needed to nake the property
mar ket abl e, and after deducting the cost of transportation, set-up, and
anchoring if the manufactured home is noved to a new honesite; or

(b) The appraised value of the property before repairs (as deternined by a
HUD- appr oved apprai sal obtained in accordance with ' 201.51(b)(3)).



(a)
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(b)

201.54 I nsurance cl ai m procedure.

Claimapplication. A claimfor reinbursement for [oss on any eligible

| oan shall be made on a HUD approved form executed by a duly qualified
of ficer of the | ender under applicable crimnal and civil penalties for
fraud and m srepresentation. The insurance claimshall be fully
docunented and item zed, and shall be acconpanied by all docunents and
materials required by the Secretary for claimreview The claim

submi ssion shall contain original copies of all notes, security
instruments, assunption agreenents, releases of liability for repaynent
of the | oan, judgenents obtained by the | ender against the borrower, and
any rel ated docunments and fornms, except where State or |ocal |aw
requires their retention by the tender or a governnental body such as a
court. As appropriate, the claimapplication shall be supported by the
fol | owi ng:

(1) Docunentation of the Iender's efforts to effect recourse against
any deal er in accordance with any recourse agreenent under
201. 27(b) between the | ender and the deal er and contained in the
| oan docunents;
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(2) Certification under applicable crimnal and civil penalties for
fraud and m srepresentation that the | ender has conplied with al
applicable State and local laws in carrying out any forecl osure or
repossessi on, including copies of all notices served upon the
borrower or published in connection with such forecl osure or
r epossessi on; and

(3) Were a borrower has decl ared bankruptcy or insolvency or is
deceased, copies of the docunmentation required to be retained in
the loan file under ' 201.42

Maxi mum cl ai m peri od.

(1) An insurance claimshall be filed not later than the foll ow ng
dat es:

(i) For property inprovenent |oans - nine nonths after the date of
defaul t.

(ii) For manufactured home |oans - three nonths after the date of
sal e of the property securing the |oan, but not to exceed 18
months after the date of default.

(2) The Secretary may extend the claimfiling period in a particular
case, but only where the | ender shows clear evidence that the del ay
inclaimfiling was in the interest of the Secretary or was caused
by one of the follow ng:

(i) Litigation related to the |oan;

(ii) Managenent control of the lender or the Title | loan portfolio
havi ng been assuned by a Federal or State agency; or



1060.

(¢)

(d)

(e)

(f)

(iii) The borrower had experienced a | oss of incone or other
financial difficulties directly attributable to a najor
di saster declared by the President, and additional tine was
needed to provide forbearance on a property inprovenent |oan

(3) If a borrower is a "person in mlitary service" as that termis
defined in the Soldiers' and Sailors' Civil Relief Act of 1940 and
is in default on a loan insured under this part, any period of
mlitary service after the date of default shall be excluded in
conputing the maximumtine period for filing an insurance claim
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Resubm tted and suppl enental clai ns.

(1) Any insurance claimwhich is resubnmitted with an appeal of a claim
denial or a request for a waiver of the regulations in accordance
with ' 201.5(a) shall be filed within six nonths after the date of
the cl ai mdeni al

(2) Any supplenental insurance claimshall be filed within six nonths
after the date of payment on the initial claim A reprocessing fee,
in an anpbunt prescribed by the Secretary, will be charged for any
suppl enental cl ai m

Assignnent of lender's rights to the United States. Upon the filing of
the insurance claim the lender shall assign its entire interest in the
loan note (or in a judgnent in lieu of the note), in any security held,
and in any claimfiled in probate, bankruptcy or insolvency proceedings,
to the United States of Anerica. The assignnent shall be nade in the
form provided in paragraph (f) of this section, provided that if this
formis not valid or generally acceptable in the jurisdiction involved,
a formwhich is valid and generally acceptable in the jurisdiction where
the judgnent or security was taken shall be used. If the security

i nterest has been assigned to the United States, the assignnent shall be
recorded in that jurisdiction prior to filing the insurance claim

unl ess the Secretary determ nes that recordation by the |l ender in that
jurisdiction is inpractical

Valid and enforceabl e obligation when assigned. The | oan obligation

evi denced by the note nust be both valid and enforceabl e agai nst the
debtor at the time the note is assigned to the United States of America.
If the Secretary has reason to believe that the obligation may not be
either valid or enforceabl e against the borrower, the Secretary may
either deny the claimand reassign the loan note to the | ender, or
require the |l ender to repurchase the paid claimand accept reassignnent
of the note. The lender will be notified of the reasons for the claim
deni al or repurchase. If the | ender subsequently obtains a valid and
enforceabl e judgnent agai nst the borrower for the unpaid bal ance of the
| oan, the |l ender may resubmt the claimw th an assignment of the

j udgrent .

Form of assignment. A |lender shall use the follow ng form of assignment,
or one generally acceptable in the jurisdiction involved, properly
dated, to assign the lender's entire interest in a |oan note, judgnent,
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(9)

(h)

real estate nortgage, deed of trust, conditional sales contract, chatte
nortgage, nechanic's lien, or any security, in nmaking an insurance
claim
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Al right, title, and interest of the undersigned is hereby
assigned (wthout warranty, except that the |l oan qualifies for
insurance) to the United States of Anerica (HUD).

(Financial Institution)

By:

Title:

Dat e:

If the assignnent does not appear on the note or other instrunent that
is assigned, it shall be duly executed on an allonge which is attached
to such note or other instrunent.

Deni al of insurance claim The Secretary may deny a claimfor insurance
in whole or in part based upon a violation of these regul ations, unless
a wai ver of conpliance with the regulations is granted under ' 201.5.

I ncontestability of insurance claimpaynment. Any insurance clai m paynent
on a Title I loan shall be final and incontestable after two years from
the date the claimwas certified for paynment by the Secretary, in the
absence of fraud or msrepresentation on the part of the | ender, unless
a demand for repurchase of the loan obligation is made on behal f of the
United States prior to the expiration of the two-year period.

' 201.55 Calcul ation of insurance claimpaynent.

The I ender will be reinbursed in an anbunt not to exceed 90 percent of its

| oss

on any eligible loan up to the anpbunt of insurance coverage in the

| ender' s insurance coverage reserve account established by the Secretary

under

' 201.32, if the insurance claimis nade in accordance with the

requirenents of this part. The ampunt of the insurance clai mpaynent shall be
conputed as foll ows:

(a)

Property inprovenent |oans. For property inprovement |oans, the
i nsurance cl ai m paynent shall be 90 percent of the follow ng anpunts:

(1) The unpaid anpbunt of the |oan obligation (net unpaid principal and
the uncoll ected interest earned to the date of default, cal cul ated
according to the terns of the note executed for any
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| oan application that is approved prior to the effective date of
these regul ations, and cal cul ated according to the actuarial nethod
for all loans for which | oan applications are approved on or after
the effective date of these regulations). Were the | ender has
proceeded agai nst the secured property under ' 201.5 1(a)(2), the
unpai d anmount of the | oan obligation shall be reduced by the



(b)
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(2)

(3)

(4)

(5)

proceeds received fromthe property's sale or disposition, after
deducting the foll ow ng:

(i) The bal ances due on any obligations senior to the Title I |oan
obligation; and

(ii) Customary and reasonabl e expenses for foreclosure and
di sposition, as determned by the Secretary.

Interest on the unpaid anount of the [oan obligation fromthe date
of default to the date of the claims initial submission for
paynent plus 15 cal endar days, calculated at the rate of seven
percent per annum However, interest shall not be paid for any
period greater than nine nonths fromthe date of default.

The anount of uncoll ected court costs, including fees paid for
i ssuing, serving, and filing a sunmnons.

The anmount of attorney's fees on an hourly or other basis for tine
actual |y expended and billed, not to exceed $500.

The anount of expenses for recording the assignment of the security
to the United States.

Manuf act ured hone | oans. For manufactured honme | oans, the insurance
cl ai m paynent shall be 90 percent of the sum of the foll ow ng anmounts:

(1)

(2)

The unpaid anmpbunt of the [oan obligation (net unpaid principal and
the uncol l ected interest earned to the date of default, calcul ated
according to the actuarial nethod), after deducting the follow ng
anount s:

(i) The best price obtainable for the property after |awful
repossession or foreclosure, as deternmined in accordance wth
' 201.53;

(ii) Al amounts to which the lender is entitled after the date of
default fromany source relating to the property, including
but not limted to such items as rent, other
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i ncone, recourse recovery against the deal er, hazard insurance
benefits, secured interest protection insurance benefits, and
rebates on prepaid i nsurance prem unms; and

(iii) Anpunts retained by the |l ender after the date of default,
i ncludi ng anounts held or deposited to the account of the
borrower or to which the lender is entitled under the |oan
transaction, and which have not been applied in reduction of
the borrower's indebtedness.

Interest on the unpaid anobunt of the [oan obligation fromthe date
of default to the date of the clainmis initial submission for
paynent plus 15 cal endar days, calculated at the rate of seven
percent per annum However, interest shall not be paid for any



(3)

(4)

(5)

period greater than nine nonths fromthe date of default.

For manufactured home purchase | oans, the amount of costs paid to

a dealer or other third party to repossess and preserve the
manuf act ured home and ot her property securing repaynment of the | oan
(including the costs of site inspection, property appraisal, hazard
i nsurance prem uns, personal property taxes, and site rental, as
appropriate), plus actual costs not to exceed $1, 000 per nodul e for
renovi ng and transporting the home to a dealer's lot or other off-
site | ocation.

The anmount of a sales comm ssion paid to a dealer, real estate
agent or other third party for the resale of the repossessed or
forecl osed manufactured hone and/or |ot. Were the hone is resold
on-site, the comm ssion shall not exceed 10 percent of the sales
price. Were the hone is resold off-site, the comi ssion shall not
exceed seven percent of the sales price.

For manuf actured honme | ot |oans, and for conbi nati on | oans where
both the forecl osed manufactured hone and | ot are classified as
realty, the amount of:

(i) State or local real estate taxes, ground rents, and nunici pa
wat er and sewer fees or liens, prorated to the date of
di sposition of the property;

(ii) Special assessnments which are noted on the | oan application or
whi ch becone liens after the insurance is issued, prorated to
the date of disposition of the property;

(iii) Premiuns for hazard insurance on the manufactured hone,
prorated to the date of disposition of the property; and
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(6)

(7

(8)

(iv) Transfer taxes inposed upon any deeds or other instrunments by
whi ch the property was acquired by the | ender

The ampunt of uncollected court costs, including fees paid for
i ssuing, serving, and filing a sunmons.

The anmount of attorney's fees on an hourly or other basis for tine
actual | y expended and billed, not to exceed $1, 000.

The anmount of expenses for recording the assignment of the security
to the United States, and for costs of repossession or foreclosure
other than attorney's fees and those incurred under paragraph
(b)(3), but not to exceed costs which are customary and reasonabl e
in the jurisdiction where the repossession or foreclosure takes

pl ace, as determ ned by the Secretary.
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