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loan. System institutions may pay in-
terest on advance conditional pay-
ments for the time the funds are held
unapplied at a rate not to exceed the
rate charged on the related loan(s).
System institutions shall hold any ad-
vance conditional payments received in
accordance with this section in vol-
untary advance payment accounts.

(b) System institutions may estab-
lish involuntary payment accounts in-
cluding, but not limited to, funds held
for the borrower, such as loan proceeds
to be disbursed for which the borrower
is obligated; the unapplied insurance
proceeds arising from any insured loss;
and total insurance premiums and ap-
plicable taxes collected in advance in
connection with any loan.

[53 FR 35454, Sept. 14, 1988]

§ 614.4514 Protection of borrowers
who meet all loan obligations.

(a) A qualified lender may not fore-
close on any loan because of the failure
of the borrower to post additional col-
lateral, if the borrower has made all
accrued payments of principal, inter-
est, and penalties with respect to the
loan.

(b) A qualified lender may not re-
quire any borrower to reduce the out-
standing principal balance of any loan
made to the borrower by any amount
that exceeds the regularly scheduled
principal installment payment (when
due and payable), unless:

(1) The borrower sells or otherwise
disposes of part or all of the collateral
and the proceeds from the sale or dis-
position are not applied to the loan; or

(2) The parties agree otherwise in a
written agreement entered into by the
parties.

(c) After a borrower has made all ac-
crued payments of principal, interest,
and penalties with respect to a loan
made by a qualified lender, the lender
shall not enforce acceleration of the
borrower’s repayment schedule due to
the borrower having not timely made
one or more principal and/or interest
payments.

(d) If a qualified lender places any
loan in a noninterest-earning status
and such action results in an adverse
action being taken against the bor-
rower, such as revocation of any
undisbursed loan commitment, the

lender shall document such change of
status and promptly notify the bor-
rower in writing of such action and the
reasons therefore. If the borrower was
not delinquent in any principal or in-
terest payment under the loan at the
time of such action and the borrower’s
request to have the loan placed back
into accrual status is denied, the bor-
rower may obtain a review of such de-
nial before the appropriate credit re-
view committee pursuant to §§ 614.4441
and 614.4443. The borrower must re-
quest such a review within 30 days
after receipt of the notice.

[53 FR 35454, Sept. 14, 1988, as amended at 58
FR 48791, Sept. 20, 1993]

§ 614.4515 [Reserved]

§ 614.4516 Restructuring policy and
procedures.

Loan restructurings are to be accom-
plished in accordance with the policy
adopted by the bank board of directors
under section 4.14A(g) of the Act.

(a) Notice. When a qualified lender de-
termines that a loan is or has become
a distressed loan, the lender shall pro-
vide written notice to the borrower
that the loan may be suitable for re-
structuring. The qualified lender shall
include with such notice:

(1) A copy of the policy of the lender
established under section 4.14A(g) of
the Act that governs the treatment of
distressed loans; and

(2) All materials necessary to enable
the borrower to submit an application
for restructuring on the loan. Such no-
tice shall be provided not later than 45
days before a qualified lender begins
foreclosure proceedings with respect to
any such loan outstanding to the bor-
rower. In the case of a loan involving
more than one primary obligor, the re-
quirements of this section will be satis-
fied by providing the notice to any one
of such parties.

(b) Opportunity for meeting. The lend-
er shall provide any borrower to whom
a notice has been sent with a reason-
able opportunity to meet personally
with a representative of the lender:

(1) To review the status of the loan,
the financial condition of the borrower,
and the suitability of the loan for re-
structuring;
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