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distributed in accordance with the 
FMI. 

[50 FR 23904, June 7, 1985, as amended at 50 
FR 45783, Nov. 1, 1985; 51 FR 45433, Dec. 18, 
1986; 53 FR 27828 July 25, 1988; 53 FR 35764, 
Sept. 14, 1988; 60 FR 28320, May 31, 1995] 

§ 1955.21 Exception authority. 
The Administrator may, in indi-

vidual cases, make an exception to any 
requirement or provision of this sub-
part or address any omission of this 
subpart which is not inconsistent with 
the authorizing statute or other appli-
cable law if the Administrator deter-
mines that the Government’s interest 
would be adversely affected or the im-
mediate health and/or safety of tenants 
or the community are endangered if 
there is no adverse effect on the Gov-
ernment’s interest. The Administrator 
will exercise this authority upon the 
request of the State Director with rec-
ommendation of the appropriate pro-
gram Assistant Administrator; or upon 
request initiated by the appropriate 
program Assistant Administrator. Re-
quests for exceptions must be made in 
writing and supported with documenta-
tion to explain the adverse effect, pro-
pose alternative courses of action, and 
show how the adverse effect will be 
eliminated or minimized if the excep-
tion is granted. 

§ 1955.22 State supplements. 
State Supplements will be prepared 

with the assistance of OGC as nec-
essary to comply with State laws or 
only as specifically authorized in this 
regulation to provide guidance to 
FmHA or its successor agency under 
Public Law 103–354 officials. State sup-
plements will be submitted to the Na-
tional Office for post approval in ac-
cordance with FmHA or its successor 
agency under Public Law 103–354 In-
struction 2006–B (available in any 
FmHA or its successor agency under 
Public Law 103–354 office). 

§§ 1955.23–1955.49 [Reserved] 

§ 1955.50 OMB control number. 
The collection of information re-

quirements contained in this regula-
tion have been approved by the Office 
of Management and Budget (OMB) and 
have been assigned OMB control num-

ber 0575–0109. Public reporting burden 
for this collection of information is es-
timated to vary from 5 minutes to 5 
hours per response, with an average of 
.56 hours per response including time 
for reviewing instructions, searching 
existing data sources, gathering and 
maintaining the data needed, and com-
pleting and reviewing the collection of 
information. Send comments regarding 
this burden estimate or any other as-
pect of this collection of information, 
including suggestions for reducing this 
burden, to Department of Agriculture, 
Clearance Officer, OIRM, room 404–W, 
Washington, DC 20250; and to the Office 
of Management and Budget, Paperwork 
Reduction Project (OMB #0575–0109), 
Washington, DC 20503. 

[57 FR 1372, Jan. 14, 1992] 

EXHIBITS A–F TO SUBPART A OF PART 
1955 [RESERVED] 

Subpart B—Management of 
Property 

SOURCE: 53 FR 35765, Sept. 14, 1988, unless 
otherwise noted. 

§ 1955.51 Purpose. 

This subpart delegates authority and 
prescribes policies and procedures for 
the Rural Housing Service (RHS), 
Rural Business-Cooperative Service 
(RBS) andherein referred to as ‘‘Agen-
cy.’’ This subpart does not apply to 
Farm Service Agency, Farm Loan Pro-
grams, or to RHS single family housing 
loans or community program loans 
sold without insurance to the private 
sector. These community program 
loans will be serviced by the private 
sector, and future revisions to this sub-
part no longer apply to such loans. 
This subpart does not apply to the 
Rural Rental Housing, Rural Coopera-
tive Housing, or Farm Labor Housing 
Program of RHS. In addition, this sub-
part does not apply to Water and Waste 
Programs of the Rural Utilities Serv-
ice, Watershed loans, and Resource 
Conservation and Development loans, 
which are serviced under part 1782 of 
this title. This subpart covers: 

(a) Management of real property 
which has been taken into custody by 
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the respective Agency after abandon-
ment by the borrower; 

(b) Management of real and chattel 
property which is in Agency inventory; 
and 

(c) Management of real and chattel 
property which is security for a guar-
anteed loan liquidated by an Agency 
(or which the Agency is in the process 
of liquidating). 

[61 FR 59778, Nov. 22, 1996, as amended at 69 
FR 69106, Nov. 26, 2004; 72 FR 55019, Sept. 28, 
2007; 72 FR 64123, Nov. 15, 2007] 

§ 1955.52 Policy. 

Inventory and custodial real property 
will be effectively managed to preserve 
its value and protect the Government’s 
financial interests. Properties owned or 
controlled by FmHA or its successor 
agency under Public Law 103–354 will 
be maintained so that they are not a 
detriment to the surrounding area and 
they comply with State and local 
codes. Generally, FmHA or its suc-
cessor agency under Public Law 103–354 
will continue operation of Multiple 
Family Housing (MFH) projects which 
are acquired or taken into custody. 
Servicing of repossessed or abandoned 
chattel property is covered in subpart 
A of part 1962 of this chapter, and man-
agement of inventory chattel property 
is covered in § 1955.80 of this subpart. 

§ 1955.53 Definitions. 

As used in this subpart, the following 
definitions apply: 

CONACT or CONACT property. Prop-
erty acquired or sold pursuant to the 
Consolidated Farm and Rural Develop-
ment Act (CONACT). Within this sub-
part, it shall also be construed to cover 
property which secured loans made 
pursuant to the Agriculture Credit Act 
of 1978; the Emergency Agricultural 
Credit Adjustment Act of 1978; the 
Emergency Agricultural Credit Act of 
1984; the Food Security Act of 1985; and 
other statutes giving agricultural lend-
ing authority to FmHA or its successor 
agency under Public Law 103–354. 

Contracting Officer (CO). CO means a 
person with the authority to enter 
into, administer, and/or terminate con-
tracts and make related determina-
tions and findings. The term includes 
authorized representatives of the CO 

acting within the limits of their au-
thority as delegated by the CO. 

Custodial property. Borrower-owned 
real property and improvements which 
serve as security for an FmHA or its 
successor agency under Public Law 103– 
354 loan, have been abandoned by the 
borrower, and of which FmHA or its 
successor agency under Public Law 103– 
354 has taken possession. 

Farmer program loans. This includes 
Farm Ownership (FO), Soil and Water 
(SW), Recreation (RL), Economic Op-
portunity (EO), Operating (OL), Emer-
gency (EM), Economic Emergency 
(EE), Special Livestock (SL), Softwood 
Timber (ST) loans, and Rural Housing 
loans for farm service buildings (RHF). 

Government. The United States of 
America, acting through the FmHA or 
its successor agency under Public Law 
103–354, U.S. Department of Agri-
culture. 

Indian reservation. All land located 
within the limits of any Indian reserva-
tion under the jurisdiction of the 
United States notwithstanding the 
issuance of any patent, and including 
rights-of-way running through the res-
ervation; trust or restricted land lo-
cated within the boundaries of a former 
reservation of a federally recognized 
Indian tribe in the State of Oklahoma; 
or all Indian allotments the Indian ti-
tles to which have not been extin-
guished if such allotments are subject 
to the jurisdiction of a federally recog-
nized Indian tribe. 

Inventory property. Real and chattel 
property and related rights to which 
the Government has acquired title. 

Loans to individuals. Farmer Program 
loans, as defined above, whether to in-
dividuals or entities; Land Conserva-
tion and Development (LCD); and Sin-
gle-Family Housing (SFH), including 
both Sections 502 and 504 loans. 

Loans to organizations. Community 
Facility (CF), Water and Waste Dis-
posal (WWD), Association Recreation, 
Watershed (WS), Resource Conserva-
tion and Development (RC&D), loans to 
associations for Irrigation and Drain-
age and other Soil and Water Conserva-
tion measures, loans to Indian Tribes 
and Tribal Corporations, Shift-in-Land- 
Use (Grazing Associations) Business 
and Industrial (B&I) to both individ-
uals and groups, Rural Development 
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Loan Fund (RDLF), Intermediary Re-
lending Program (IRP), Nonprofit Na-
tional Corporation (NNC), Economic 
Opportunity Cooperative (EOC), Rural 
Housing Site (RHS), Rural Cooperative 
Housing (RCH), and Rural Rental Hous-
ing (RRH) and Labor Housing (LH) to 
both individuals and groups. The hous-
ing-type loans identified here are re-
ferred to in this subpart collectively as 
MFH loans. 

Nonprogram (NP) property. SFH and 
MFH property acquired pursuant to the 
Housing Act of 1949, as amended, that 
cannot be used by a borrower to effec-
tively carry out the objectives of the 
respective loan program; for example, a 
dwelling that cannot be feasibly re-
paired to meet the requirements for ex-
isting housing as described in 7 CFR 
part 3550. It may contain a structure 
which would meet program standards; 
however, is so remotely located it 
would not serve as an adequate residen-
tial unit or an older house which is ex-
cessively expensive to heat and/or 
maintain for a very-low or low-income 
homeowner. 

Nonrecoverable cost is a contractual or 
noncontractual program loan cost ex-
pense not chargeable to a borrower, 
property account, or part of the loan 
subsidy. 

Office of the General Counsel (OGC). 
The OGC, U.S. Department of Agri-
culture, refers to the Regional Attor-
ney or Attorney-in-Charge in an OGC 
field office unless otherwise indicated. 

Program property. SFH and MFH in-
ventory property that can be used to 
effectively carry out the objectives of 
their respective loan programs with fi-
nancing through that program. Inven-
tory property located in an area where 
the designation has been changed from 
rural to nonrural will be considered as 
if it were still in a rural area. 

Recoverable cost is a contractual or 
noncontractual program loan expense 
chargeable to a borrower, property ac-
count, or part of the loan subsidy. 

Servicing official. For loans to individ-
uals as defined in this section, the serv-
icing official is the County Supervisor. 
For insured B&I loans, the servicing of-
ficial is the State Director. For Rural 
Development Loan Fund and Inter-
mediary Relending Program loans, the 
servicing official is the Director, Busi-

ness and Industry Division. For Non-
profit National Corporations loans, the 
servicing official is Director, Commu-
nity Facility Division. For all other 
types of loans, the servicing official is 
the District Director. 

Suitable property. For FSA inventory 
property, real property that can be 
used for agricultural purposes, includ-
ing those farm properties that may be 
used as a start up or add-on parcel of 
farmland. It also includes a residence 
or other off-farm site that could be 
used as a basis for a farming operation. 
For agencies other than FSA, real 
property that could be used to carry 
out the objectives of the Agency’s loan 
program with financing provided 
through that program. 

Surplus property. For FSA inventory 
property, real property that cannot be 
used for agricultural purposes includ-
ing nonfarm properties. For other 
agencies, property that cannot be used 
to carry out the objectives of financing 
available through the applicable loan 
program. 

[53 FR 35765, Sept. 14, 1988, as amended at 56 
FR 29402, June 27, 1991; 57 FR 19525, 19528, 
May 7, 1992; 58 FR 58648, Nov. 3, 1993; 62 FR 
44396, Aug. 21, 1997; 63 FR 41716, Aug. 5, 1998; 
67 FR 78329, Dec. 24, 2002] 

§ 1955.54 Redelegation of authority. 

Authorities will be redelegated to the 
extent possible, consistent with pro-
gram objectives and available re-
sources. 

(a) Any authority in this subpart 
which is specifically provided to the 
Administrator or to an Assistant Ad-
ministrator may only be delegated to a 
State Director. The State Director can-
not redelegate such authority. 

(b) Except as provided in paragraph 
(a) of this section, the State Director 
may redelegate, in writing, any author-
ity delegated to the State Director in 
this subpart, unless specifically ex-
cluded, to a Program Chief, Program 
Specialist, or Property Management 
Specialist on the State Office staff. 

(c) The District Director may redele-
gate, in writing, any authority dele-
gated to the District Director in this 
subpart to an Assistant District Direc-
tor or District Loan Specialist. Au-
thority of District Directors in this 
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subpart applies to Area Loan Special-
ists in Alaska and the Director for the 
Western Pacific Territories. 

(d) The County Supervisor may re-
delegate, in writing, any authority del-
egated to the County Supervisor in this 
subpart to an Assistant County Super-
visor, GS–7 or above, who is determined 
by the County Supervisor to be quali-
fied. Authority of County Supervisors 
in this subpart applies to Area Loan 
Specialists in Alaska, Island Directors 
in Hawaii, the Director for the Western 
Pacific Territories, and Area Super-
visors in the Western Pacific Terri-
tories and American Samoa. 

§ 1955.55 Taking abandoned real or 
chattel property into custody and 
related actions. 

(a) Determination of abandonment. 
(Multi-family housing type loans will 
be handled in accordance with 7 CFR 
part 3560, subpart J.) When it appears a 
borrower has abandoned security prop-
erty, the servicing official shall make a 
diligent attempt to locate the borrower 
to determine what the borrower’s in-
tentions are concerning the property. 
This includes making inquiries of 
neighbors, checking with the Postal 
Service, utility companies, em-
ployer(s), if known, and schools, if the 
borrower has children, to see if the bor-
rower’s whereabouts can be determined 
and an address obtained. A State sup-
plement may be issued if necessary to 
further define ‘‘abandonment’’ based on 
State law. If the borrower is not occu-
pying or is not in possession of the 
property but has it listed for sale with 
a real estate broker or has made other 
arrangements for its care or sale, it 
will not be considered abandoned so 
long as it is adequately secured and 
maintained. Except for borrowers with 
Farmers Program loans, if the bor-
rower has made no effort to sell the 
property and can be located, an oppor-
tunity to voluntarily convey the prop-
erty to the Government will be offered 
the borrower in accordance with 
§ 1955.10 of Subpart A of this part. In 
farmer program cases, borrowers must 
receive Attachments 1 and 2 of Exhibit 
A of Subpart S of Part 1951 of this 
chapter and any appeal must be con-
cluded before any adverse action can be 
taken. The County Supervisor will send 

these forms to the borrower’s last 
known address as soon as it is deter-
mined that the borrower has aban-
doned security property. 

(b) Taking security property into FmHA 
or its successor agency under Public Law 
103–354 custody. When security property 
is determined to be abandoned, the 
running record in the borrower’s file 
will be fully documented with the facts 
substantiating the determination of 
abandonment, and the servicing offi-
cial shall proceed as follows without 
delay: 

(1) For loans to individuals (except 
those with Farmer Program loans), if 
there are no prior liens, or if a prior 
lienholder will not take the measures 
necessary to protect the property, the 
County Supervisor shall take custody 
of the property, and a problem case re-
port will be prepared recommending 
foreclosure in accordance with § 1955.15 
of Subpart A of this part, unless the 
borrower can be located and voluntary 
liquidation accomplished. Farmer Pro-
gram loan borrowers will be sent the 
forms listed in paragraph (a) of this 
section and the provisions of § 1965.26 of 
Subpart A of Part 1965 of this chapter 
will be followed. 

(2) For MFH loans, if there are no 
prior liens, the District Director will 
immediately notify the State Director, 
who will request guidance from OGC 
and may also request advice from the 
National Office. The State Director, 
with the advice of OGC, will advise the 
borrower by writing a letter, certified 
mail, return receipt requested, at the 
address currently used by Finance Of-
fice, outlining proposed actions by 
FmHA or its successor agency under 
Public Law 103–354 to secure, maintain, 
and operate the project. 

(i) If the unpaid loan balance plus re-
coverable costs do not exceed the State 
Director’s loan approval authority, the 
State Director will authorize the Dis-
trict Director to take custody of the 
property, make emergency repairs if 
necessary to protect the Government’s 
interest, and will advise how the prop-
erty is to be managed in accordance 
with 7 CFR part 3560. 

(ii) If the unpaid loan balance plus re-
coverable costs exceeds the State Di-
rector’s loan approval authority, the 
State Director will refer the case to 
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the National Office for advice on emer-
gency actions to be taken. The docket 
will be forwarded to the National Of-
fice with detailed recommendations for 
immediate review and authorization 
for further action, if requested by the 
MFH staff. 

(iii) Costs incurred in connection 
with procurement of such things as 
management services will be handled 
in accordance with FmHA or its suc-
cessor agency under Public Law 103–354 
Instruction 2024–A (available in any 
FmHA or its successor agency under 
Public Law 103–354 office). 

(iv) The District Director will pre-
pare a problem case report to initiate 
foreclosure in accordance with § 1955.15 
of Subpart A of this part and submit 
the report to the State Director along 
with a proposed plan for managing the 
project while liquidation is pending. 

(3) For organization loans other than 
MFH, if there are no prior liens, the 
District Director will immediately no-
tify the State Director that the prop-
erty has been abandoned and rec-
ommend action which should be taken 
to protect the Government’s interest. 
After obtaining the advice of OGC and 
the appropriate staff in the National 
Office, the State Director may author-
ize the District Director to take cus-
tody of the property and give instruc-
tions for immediate actions to be 
taken as necessary. The District Direc-
tor will prepare a Report on Servicing 
Action (Exhibit A of Subpart E of Part 
1951 of this chapter) recommending 
that foreclosure be initiated in accord-
ance with § 1955.15 of Subpart A of this 
part and submit the report to the State 
Director, along with a proposed plan 
for management and/or operation of 
the project while liquidation is pend-
ing. 

(c) Protecting custodial property. The 
FmHA or its successor agency under 
Public Law 103–354 official who takes 
custody of abandoned property shall 
take the actions necessary to secure, 
maintain, preserve, lease, manage, or 
operate the property. 

(1) Nonsecurity personal property on 
premises. If a property has been aban-
doned by a borrower who left nonsecu-
rity personal property on the premises, 
the personal property will not be re-
moved and disposed of before the real 

property is acquired by the Govern-
ment. If the premises are in a condition 
which presents a fire, health or safety 
hazard, but also contains items of 
value, only the trash and debris pre-
senting the hazard will be removed. 
The servicing official may request ad-
vice from the State Director as nec-
essary. The servicing official shall 
check for liens on nonsecurity personal 
property left on abandoned premises. If 
there is a known lienholder(s), the 
lienholder(s) will be notified by cer-
tified mail, return receipt requested, 
that the borrower has abandoned the 
property and that FmHA or its suc-
cessor agency under Public Law 103–354 
has taken the real property into cus-
tody. 

Actions by FmHA or its successor 
agency under Public Law 103–354 must 
not damage or jeopardize livestock, 
growing crops, stored agricultural 
products, or any other personal prop-
erty which is not FmHA or its suc-
cessor agency under Public Law 103–354 
security. 

(2) Repairs to custodial property. Re-
pairs to custodial property will be lim-
ited to those which are essential to 
prevent further deterioration of the 
property. Expenditures in excess of an 
aggregate of $1,000 per property must 
have prior approval of the state Direc-
tor. 

(d) Emergency advances where liquida-
tion is pending. Although security prop-
erty may not be defined as abandoned 
in accordance with paragraph (a) of 
this section, if the borrower is not oc-
cupying the property and refuses or is 
unable to protect the security prop-
erty, the servicing official is author-
ized to make expenditures necessary to 
protect the Government’s interest. 
This would include, but is not limited 
to, securing or winterizing the prop-
erty or making emergency repairs to 
prevent deterioration. Expenditures 
will be handled in accordance with 
paragraph (e) of this section. Situa-
tions where this authority may be used 
include, but are not limited to, where a 
borrower has a sale pending or when a 
voluntary conveyance is in process. 

(e) Income and costs. Income received 
from the property will be applied to the 
borrower’s account as an extra pay-
ment. Expenditures will be charged to 
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the borrower’s account as a recoverable 
cost. 

(f) Off-site procurements. Cir-
cumstances may require off-site pro-
curement action(s) to be taken by 
FmHA or its successor agency under 
Public Law 103–354 to protect custodial, 
security or inventory property from 
damage or destruction and/or protect 
the Government’s investment in the 
property. Such procurements may in-
clude, but are not limited to construc-
tion or reconstruction of roads, sewers, 
drainage work or utility lines. This 
type work may be accomplished either 
through FmHA or its successor agency 
under Public Law 103–354 procurement 
or cooperative agreement. However, if 
FmHA or its successor agency under 
Public Law 103–354 is obtaining a serv-
ice or product for itself only, it must 
be a procurement and any such actions 
will be in accordance with FmHA or its 
successor agency under Public Law 103– 
354 Instruction 2024–A (available in any 
FmHA or its successor agency under 
Public Law 103–354 office). Funding will 
come from the appropriate insurance 
fund. 

(1) Conditions for procurement. Such 
expenditures may be made only when 
all of the following conditions are met: 

(i) A determination is made that fail-
ure to procure work would likely result 
in a property loss greater than the ex-
penditure; 

(ii) There are no other feasible means 
(including cooperative agreements) to 
accomplish the same result; 

(iii) The recovery of such advance(s) 
is not authorized by security instru-
ments in the case of security or custo-
dial property (no such limitation exists 
for inventory property); 

(iv) Written documentation sup-
porting subparagraphs (i), (ii) and (iii) 
has been obtained from the authorized 
program official; 

(v) Approval has been obtained from 
the appropriate Assistant Adminis-
trator. 

(2) Direct procurement action. Where 
direct procurement action is con-
templated, an opinion must be ob-
tained from the Regional Attorney 
that: 

(i) FmHA or its successor agency 
under Public Law 103–354 has the au-

thority to enter the off-site property to 
accomplish the contemplated work, or 

(ii) A specific legal entity has author-
ity to grant an easement (right-of-way) 
to FmHA or its successor agency under 
Public Law 103–354 for the con-
templated work and such an easement, 
in a form approved by the Regional At-
torney, has been obtained. 

(3) Cooperative agreements. Coopera-
tive agreements between FmHA or its 
successor agency under Public Law 103– 
354 and other entities may be made to 
accomplish the requirement where the 
principal purpose is to provide money, 
property, services or items of value to 
state or local governments or other re-
cipients to accomplish a public pur-
pose. Exhibit C of this subpart (avail-
able in any FmHA or its successor 
agency under Public Law 103–354 office) 
is an example of a typical cooperative 
agreement. A USDA handbook pro-
viding detailed guidance for all parties 
is available from the USDA—Office of 
Operations and Finance. Although co-
operative agreements are not a con-
tracting action, the authority, respon-
sibility and administration of these 
agreements will be handled consistent 
with contracting actions. 

(4) Consideration of maintenance agree-
ments. Maintenance requirements must 
be considered in evaluating the eco-
nomic benefits of off-site procure-
ments. Where feasible, arrangements or 
agreements should be made with state, 
local governments or other entities to 
ensure continued maintenance by dedi-
cation or acceptance, letter agree-
ments, or other applicable statutes. 

[53 FR 35765, Sept. 14, 1988, as amended at 54 
FR 20521, May 12, 1989; 57 FR 36591, Aug. 14, 
1992; 68 FR 61331, Oct. 28, 2003; 69 FR 69106, 
Nov. 26, 2004] 

§ 1955.56 Real property located in 
Coastal Barrier Resources System 
(CBRS). 

(a) Approval official’s scope of author-
ity. Any action that is not in conflict 
with the limitations in paragraphs 
(a)(1), (a)(2) or (a)(3) of this section 
shall not be undertaken until the ap-
proval official has consulted with the 
appropriate Regional Director of the 
U.S. Fish and Wildlife Service. The Re-
gional Director may or may not concur 
that the proposed action does or does 
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not violate the provisions of the Coast-
al Barrier Resources Act (CBRA). Pur-
suant to the requirements of the 
CBRA, and except as specified in para-
graphs (b) and (c) of this section, no 
maintenance or repair action may be 
taken for property located within a 
CBRS where: 

(1) The action goes beyond mainte-
nance, replacement-in-kind, recon-
struction, or repair and would result in 
the expansion of any roads, structures 
or facilities. Water and waste disposal 
facilities as well as community facili-
ties may be improved to the extent re-
quired to meet health and safety re-
quirements but may not be improved 
or expanded to serve additional users, 
patients, or residents; 

(2) The action is inconsistent with 
the purposes of the CBRA; or 

(3) The property to be repaired or 
maintained was initially the subject of 
a financial transaction that violated 
the CBRA. 

(b) Administrator’s review. Any pro-
posed maintenance or repair action 
that does not conform to the require-
ments of paragraph (a) of this section 
must be forwarded to the Adminis-
trator for review and approval. Ap-
proval will not be granted unless the 
Administrator determines, through 
consultation with the Department of 
the Interior, that the proposed action 
does not violate the provisions of the 
CBRA. 

(c) Emergency provisions. In emer-
gency situations to prevent imminent 
loss of life, imminent substantial dam-
age to the inventory property or the 
disruption of utility service, the ap-
proval official may take whatever min-
imum steps are necessary to prevent 
such loss or damage without first con-
sulting with the appropriate Regional 
Director of the U.S. Fish and Wildlife 
Service. However, the Regional Direc-
tor must be immediately notified of 
any such emergency action. 

§ 1955.57 Real property containing un-
derground storage tanks. 

Within 30 days of acquisition of real 
property into inventory, FmHA or its 
successor agency under Public Law 103– 
354 must report certain underground 
storage tanks to the State agency iden-
tified by the Environmental Protection 

Agency (EPA) to receive such reports. 
Notification will be accomplished by 
completing an appropriate EPA or al-
ternate State form, if approved by 
EPA. A State supplement will be issued 
providing the appropriate forms re-
quired by EPA and instructions on 
processing same. 

(a) Underground storage tanks which 
meet the following criteria must be re-
ported: 

(1) It is a tank, or combination of 
tanks (including pipes which are con-
nected thereto) the volume of which is 
ten percent or more beneath the sur-
face of the ground, including the vol-
ume of the underground pipes; and 

(2) It is not exempt from the report-
ing requirements as outlined in para-
graph (b) of this section; and 

(3) The tank contains petroleum or 
substances defined as hazardous under 
section 101(14) of the Comprehensive 
Environmental Response Compensation 
and Liability Act, 42 U.S.C. 9601. The 
State Environmental Coordinator 
should be consulted whenever there is a 
question regarding the presence of a 
regulated substance; or 

(4) The tank contained a regulated 
substance, was taken out of operation 
by FmHA or its successor agency under 
Public Law 103–354 since January 1, 
1974, and remains in the ground. Exten-
sive research of records of inventory 
property sold before the effective date 
of this section is not required. 

(b) The following underground stor-
age tanks are exempt from the EPA re-
porting requirements: 

(1) Farm or residential tanks of 1,100 
gallons or less capacity used for stor-
ing motor fuel for noncommercial pur-
poses; 

(2) Tanks used for storing heating oil 
for consumptive use on the premises 
where stored; 

(3) Septic tanks; 
(4) Pipeline facilities (including gath-

ering lines) regulated under; (i) The 
Natural Gas Pipeline Safety Act of 
1968; (ii) the Hazardous Liquid Pipeline 
Safety Act of 1979; or (iii) for an intra-
state pipeline facility, regulated under 
State laws comparable to the provi-
sions of law referred to in (b)(4) (i) or 
(ii) of this section; 

(5) Surface impoundments, pits, 
ponds, or lagoons; 
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(6) Storm water or wastewater collec-
tion systems; 

(7) Flow-through process tanks; 
(8) Liquid traps or associated gath-

ering lines directly related to oil or gas 
production and gathering operations; 
or 

(9) Storage tanks situated in an un-
derground area (such as a basement, 
cellar, mineworking, drift, shaft, or 
tunnel) if the tank is situated upon or 
above the surface of the floor. 

(c) A copy of each report filed with 
the designated State agency will be 
forwarded to and maintained in the 
State Office by program area. 

(d) Prospective purchasers of FmHA 
or its successor agency under Public 
Law 103–354 inventory property with a 
reportable underground storage tank 
will be informed of the reporting re-
quirement, and provided a copy of the 
form filed by FmHA or its successor 
agency under Public Law 103–354. 

(e) In a State which has promulgated 
additional underground storage tank 
reporting requirements, FmHA or its 
successor agency under Public Law 103– 
354 will comply with such requirements 
and a State supplement will be issued 
to provide necessary guidance. 

(f) Regardless of whether an under-
ground storage tank must be reported 
under the requirements of this section, 
if FmHA or its successor agency under 
Public Law 103–354 personnel detect or 
believe there has been a release of pe-
troleum or other regulated substance 
from an underground storage tank on 
an inventory property, the incident 
will be reported to the appropriate 
State Agency, the State Environ-
mental Coordinator and appropriate 
program chief. These parties will col-
lectively inform the servicing official 
of the appropriate response action. 

§§ 1955.58–1955.59 [Reserved] 

§ 1955.60 Inventory property subject to 
redemption by the borrower. 

If inventory property is subject to re-
demption rights, the State Director, 
with prior approval of OGC, will issue a 
State Supplement giving guidance con-
cerning the former borrower’s rights, 
whether or not the property may be 
leased or sold by the Government, pay-
ment of taxes, maintenance, and any 

other items OGC deems necessary to 
comply with State laws. Routine care 
and maintenance will be provided ac-
cording to § 1955.64 of this subpart to 
preserve and protect the property. Re-
pairs are limited to those essential to 
prevent further deterioration of the 
property or to remove a health or safe-
ty hazard to the community in accord-
ance with § 1955.64(a) of this subpart un-
less State law permits full recovery of 
cost of repairs in which case usual pol-
icy on repairs is applicable. If the 
former borrower with redemption 
rights has possession of the property or 
has a right to lease proceeds, FmHA or 
its successor agency under Public Law 
103–354 will not rent the property until 
the redemption period has expired un-
less the State Director obtains prior 
authorization from OGC. Further guid-
ance on sale subject to redemption 
rights is set forth in § 1955.138 of Sub-
part C of this part. 

[54 FR 20522, May 12, 1989] 

§ 1955.61 Eviction of persons occu-
pying inventory real property or 
dispossession of persons in posses-
sion of chattel property. 

Advice and assistance will be ob-
tained from OGC where eviction from 
realty or dispossession of chattel prop-
erty is necessary. Where OGC has given 
written authorization, eviction may be 
effected through State courts rather 
than Federal courts when the former 
borrower is involved, or through local 
courts instead of Federal/State courts 
when the party occupying/possessing 
the FmHA or its successor agency 
under Public Law 103–354 property is 
not the former borrower. In those 
cases, a State Supplement will be 
issued to provide explicit instructions. 
For MFH, eviction of tenants will be 
handled in accordance with 7 CFR part 
3560, subpart D and with the terms of 
the tenant’s lease. If no written lease 
exists, the State Director will obtain 
advice from OGC. 

[54 FR 20522, May 12, 1989, as amended at 69 
FR 69106, Nov. 26, 2004] 

§ 1955.62 Removal and disposition of 
nonsecurity personal property from 
inventory real property. 

If the former borrower has vacated 
the inventory property but left items 
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of value which do not customarily pass 
with title to the real estate, such as 
furniture, personal effects, and chattels 
not covered by an FmHA or its suc-
cessor agency under Public Law 103–354 
lien, the personal property will be han-
dled as outlined below unless otherwise 
directed by a State supplement ap-
proved by OGC which is necessary to 
comply with State law. For MFH, the 
removal and disposition of nonsecurity 
personal property will be handled in ac-
cordance with the tenant’s lease or ad-
vice from OGC. When property is 
deemed to have no value, it is rec-
ommended that it be photographed for 
documentation before it is disposed of. 
The FmHA or its successor agency 
under Public Law 103–354 official hav-
ing custody of the property may re-
quest advice from the State Office staff 
as necessary. Actions to effect removal 
of items of value from inventory prop-
erty shall be as follows: 

(a) Notification to owner or lienholder. 
The servicing official will check the 
public records to see if there is a lien 
on any of the personal property. 

(1) If there is a lien(s) of record, the 
servicing official will notify the 
lienholder(s) by certified mail, return 
receipt requested, that the personal 
property will be disposed of by FmHA 
or its successor agency under Public 
Law 103–354 unless it is removed from 
the premises within 7 days from the 
date of the letter. 

(2) If there are no liens of record, or 
if a lienholder notified in accordance 
with paragraph (a)(1) of this section 
fails to remove the property within the 
time specified, the servicing official 
will notify the former borrower at the 
last known address by certified mail, 
return receipt requested, that the per-
sonal property remaining on the prem-
ises will be disposed of by FmHA or its 
successor agency under Public Law 103– 
354 unless it is removed within 7 days 
from the date of the letter. If no ad-
dress can be determined, a copy of the 
letter should be posted on the front 
door of the property and documenta-
tion entered in the running record of 
the FmHA or its successor agency 
under Public Law 103–354 file. 

(b) Disposal of unclaimed personal 
property. If the property is not removed 
by the former borrower or a lienholder 

after notification as outlined in para-
graphs (a)(1) and (a)(2) of this section, 
the servicing official shall list the 
items with clear description, estimated 
value, and indication of which are cov-
ered by a lien, if any, and submit the 
list to the State Director with a re-
quest for authorization to have the 
items removed and disposed of. Based 
on advice from OGC, the State Director 
will give authorization and provide in-
structions for removal and disposal of 
the personal property. If approved by 
OGC, the property may be disposed of 
as follows: 

(1) If a reasonable amount can likely 
be realized by the agency from sale of 
the personal property, it may be sold 
at public sale. Items under lien will be 
sold first and the proceeds up to the 
amount of the lien paid to the 
lienholders less a pro rata share of the 
sale expenses. Proceeds from sale of 
items not under lien and proceeds in 
excess of the amount due a lienholder 
will be remitted and applied in the fol-
lowing order: 

(i) To the inventory account up to 
the amount of expenses incurred by the 
Government in connection with sale of 
the personal property (such as adver-
tising and auctioneer, if used). 

(ii) To an unsatisfied balance on the 
FmHA or its successor agency under 
Public Law 103–354 loan account, if 
any. 

(iii) To the borrower, if whereabouts 
are known. 

(2) If personal property is not sold, a 
mover or hauler may be authorized to 
take the items for moving costs. Refer 
to FmHA or its successor agency under 
Public Law 103–354 Instruction 2024–A 
(available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office) for guidance. 

(c) Payment of costs. Upon payment of 
all expenses incurred by the Govern-
ment in connection with the personal 
property, FmHA or its successor agen-
cy under Public Law 103–354 will allow 
the former borrower or a lienholder ac-
cess to the property to reclaim the per-
sonal property at any time prior to its 
disposal. 

(d) Removal of abandoned motor vehi-
cles from inventory property. Since State 
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laws vary concerning disposal of aban-
doned motor vehicles, the State Direc-
tor shall, with the advice of OGC, issue 
a State supplement outlining the 
method to be followed which will com-
ply with applicable State laws. 

[53 FR 35765, Sept. 14, 1988, as amended at 68 
FR 61332, Oct. 28, 2003] 

§ 1955.63 Suitability determination. 
As soon as real property is acquired, 

a determination must be made as to 
whether or not the property can be 
used for program purposes. The suit-
ability determination will be recorded 
in the running record of the case file. 

(a) Determination. The Agency will 
classify property that secured loans or 
was acquired under the CONACT as 
‘‘suitable property’’ or ‘‘surplus prop-
erty’’ in accordance with the defini-
tions found in § 1955.53. 

(b) Grouping and subdividing farm 
properties. To the maximum extent 
practicable, the Agency will maximize 
the opportunity for beginning farmers 
and ranchers to purchase inventory 
properties. Farm properties may be 
subdivided or grouped according to 
§ 1955.140, as feasible, to carry out the 
objectives of the applicable loan pro-
gram. Properties may also be sub-
divided to facilitate the granting or 
selling of a conservation easement or 
the fee title transfer of portions of a 
property for conservation purposes. 
The environmental effects of such ac-
tions will be considered pursuant to 
subpart G of part 1940 of this chapter. 

(c) Housing property. Property which 
secured housing loans will be classified 
as ‘‘program’’ or ‘‘nonprogram (NP).’’ 
After a determination of whether the 
property is suited for retention in the 
respective program, the repair policy 
outlined in § 1955.64(a) of this subpart 
will be followed. In determining wheth-
er a property is suited for retention in 
the program, items such as size, design, 
possible health and/or safety hazards 
and obsolescence due to functional, 
economic, or locational conditions 
must carefully be considered. Gen-
erally, program property will meet, or 
can be realistically repaired to meet, 
the standards for existing housing out-
lined in Subpart A of Part 1944 of this 
chapter provided the property is typ-
ical of modest homes in the area. The 

cost of repairs will generally not be 
considered in determining suitability. 
Since houses, sites and locations vary 
widely throughout the country, discre-
tion and sound judgment must be used 
in determining suitability. The major-
ity of houses RHS acquires will be suit-
ed for retention and classified as pro-
gram property. In some instances, 
property will not be suited for reten-
tion in the program and will be classi-
fied as ‘‘nonprogram (NP)’’ property. 
Situations of this type include, but are 
not limited to: 

(1) A dwelling which has been en-
larged or improved to the point where 
it is clearly above modest. 

(2) When a determination is made 
that the property should not have been 
financed originally. 

(3) A dwelling brought into the pro-
gram as an existing dwelling which 
met program standards at the time it 
was originally financed by the Agency 
but which does not conform to current 
policies. This includes older and/or 
larger houses of a type which have 
proven to create excessive energy and/ 
or maintenance costs to very-low and 
low-income borrowers. 

(4) A dwelling which is obsolete due 
to location, design, construction or 
age. 

(5) A dwelling which requires major 
redesign/renovation to be brought to 
program standards. 

(d) [Reserved] 

[53 FR 35765, Sept. 14, 1988, as amended at 54 
FR 20522, May 12, 1989; 58 FR 58648, Nov. 3, 
1993; 60 FR 34455, July 3, 1995; 60 FR 55147, 
Oct. 27, 1995; 62 FR 44396, Aug. 21, 1997; 68 FR 
7700, Feb. 18, 2003] 

§ 1955.64 [Reserved] 

§ 1955.65 Management of inventory 
and/or custodial real property. 

(a) Authority—(1) County Supervisor. 
The County Supervisor, with the as-
sistance of the District Director and 
State Office program staff as nec-
essary, will select the management 
method(s) used for property which se-
cures (or secured) loans to individuals 
as defined in this subpart. 

(2) State Director. The State Director 
will select the management method to 
be used for property which secures (or 
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secured) loans to organizations as de-
fined in this subpart. The State Direc-
tor shall also provide guidance and as-
sistance to County Supervisors and 
District Directors as necessary to in-
sure that property under their jurisdic-
tion is effectively managed. 

(b) Management methods. Management 
methods and requirements will vary 
depending on such things as the num-
ber of properties involved, their den-
sity of location, and market condi-
tions. Management tools which may be 
used effectively range from contracts 
to secure individual property, have the 
grass cut, or winterize a dwelling; a 
simple management contract to pro-
vide maintenance and other services on 
a group of properties (including but not 
limited to specification writing, in-
spection of repairs, and yard and direc-
tional signs and their installation), or 
manage an MFH project; blanket-pur-
chase arrangement contracts to obtain 
services for more than one property; to 
a broad-scope management contract 
with a real estate broker or manage-
ment agent which may include inspec-
tion and specification-writing services, 
making simple repairs, obtaining les-
sees, collecting rents, coordination 
with listing brokers in marketing the 
properties and effecting eviction of 
tenants when necessary. A contractor 
may handle evictions only where State 
laws permit the contractor to do so in 
his/her own name; a contractor may 
not pursue eviction in the name of the 
Government (FmHA or its successor 
agency under Public Law 103–354). Cus-
todial property may be managed in the 
same manner as inventory property ex-
cept that it may be leased only if it is 
habitable without repairs in excess of 
those authorized in § 1955.55(c) of this 
subpart. Farm or organization prop-
erty, such as rental housing and com-
munity facilities, may be operated 
under a management contract if the 
State Director has determined it is 
approporiate to have the property in 
operation. In any case, the primary 
consideration in selecting the method 
of management to be used is to protect 
the Government’s interest. If property 
to be operated or leased under a man-
agement contract is located in an area 
identified by the Federal Insurance Ad-
ministration as a special flood or 

mudslide hazard area, lessees or ten-
ants must be notified to that effect in 
accordance with § 1955.66(e) of this sub-
part. A management contract which 
covers property in such a hazard area 
may provide for the contractor to issue 
the required notices. 

(c) Obtaining services for management 
and/or operation of properties. Services 
for management, repair, and/or oper-
ation of properties will be obtained by 
contract in accordance with FmHA or 
its successor agency under Public Law 
103–354 Instruction 2024–A (available in 
any FmHA or its successor agency 
under Public Law 103–354 office). 

(1) Management contracts. Manage-
ment contracts are flexible instru-
ments which may be tailored to meet 
the specific needs of almost any situa-
tion involving custodial or inventory 
property. This type of contract may be 
used to manage and maintain SFH 
properties, farms, and any other type 
of facility for which FmHA or its suc-
cessor agency under Public Law 103–354 
is responsible. Organization-type prop-
erties will be secured, maintained, re-
paired, and operated if authorized, in 
accordance with a management plan 
prepared by the District Director and 
approved by the State Director if the 
amount of total debt does not exceed 
the State Director’s loan approval au-
thority, or by the Administrator. For 
MFH projects, tenant occupancy and 
selection will be in accordance with 
the occupancy standards set forth in 7 
CFR part 3560, subpart D. Tenants will 
be required to sign a written lease if 
one does not exist when the property is 
acquired or taken into custody. If a 
contract involves management of an 
MFH project with 5 or more units, or 5 
or more single-family dwellings located 
in the same subdivision, the contractor 
must furnish Form HUD 935.2, ‘‘Affirm-
ative Fair Housing Marketing Plan,’’ 
subject to FmHA or its successor agen-
cy under Public Law 103–354’s approval. 
Contracts for management of farm in-
ventory property will be offered on a 
competitive bid basis, giving pref-
erence to persons who live in, and own 
and operate qualified small businesses 
in the area where the property is lo-
cated in accordance with the provisions 
in FmHA or its successor agency under 
Public Law 103–354 Instruction 2024–Q 
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(available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office). 

(2) Authority to enter into management 
contracts. (i) The County Supervisor 
may enter into a management contract 
for basic services involving farms or 
not more than 25 single-family dwell-
ings; however, the aggregate amount 
paid under a contract may not exceed 
the contracting authority limitation 
for County Supervisors outlined in 
FmHA or its successor agency under 
Public Law 103–354 Instruction 2024–A 
(available in any FmHA or its suc-
cessor agency under Public Law 103–354 
office). 

(ii) A District Director may enter 
into a management contract for basic 
maintenance and management services 
for an MFH project within the con-
tracting authority outlined in FmHA 
or its successor agency under Public 
Law 103–354 Instruction 2024–A (avail-
able in any FmHA or its successor 
agency under Public Law 103–354 of-
fice). The aggregate amount of any 
contract may not exceed that con-
tracting authority. 

(iii) A CO in the State Office may 
enter into a management contract for 
basic services involving more than 25 
single-family dwellings, a more com-
plex management contract for SFH 
property, or an appropriate contract 
for management or operation of farm 
or organization-type property. The ag-
gregate amount paid under a contract 
may not exceed the contracting au-
thority limitation for State Office staff 
outlined in FmHA or its successor 
agency under Public Law 103–354 In-
struction 2024–A (available in any 
FmHA or its successor agency under 
Public Law 103–354 office). 

(iv) If a proposed management con-
tract will exceed the contracting au-
thority for State Office staff within a 
short time, a request for contract ac-
tion will be forwarded to the Adminis-
trator, to the attention of the appro-
priate program division. 

(3) Specification of services. All man-
agement contracts will provide for ter-
mination by either the contractor or 
the Government upon 30 days written 
notice. Contracts providing for man-
agement of multiple properties will 
also provide for properties to be added 

or removed from the contractor’s as-
signment whenever necessary, such as 
when a property is acquired or taken 
into custody during the period of a con-
tract or when a property is sold from 
inventory. If a contractor prepares re-
pair specifications, that contractor will 
be excluded from the solicitation for 
making the repairs to avoid a conflict 
of interest. 

If a management contract calls for 
specification writing services, a clause 
must be inserted in the contract pro-
hibiting the preparer or his/her associ-
ates from doing the repair work. 

(4) Costs. Costs incurred with the 
management of property will be paid 
according to FmHA or its successor 
agency under Public Law 103–354 In-
struction 2024–A (available in any 
FmHA or its successor agency under 
Public Law 103–354 office). For manage-
ment of custodial property, costs will 
be charged to the borrower’s account 
as recoverable; and for management of 
inventory property as nonrecoverable. 
Except for management fees, costs of 
managing MFH inventory property 
when tenants are still in residence will 
be paid to the extent possible with 
rental income. Management fees will 
be paid to the manager in accordance 
with FmHA or its successor agency 
under Public Law 103–354 Instruction 
2024–A (available in any FmHA or its 
successor agency under Public Law 103– 
354 Office). 

(d) Additional management services. 
Additional types of management serv-
ices and supplies for which the State 
Director may authorize acquisition in-
clude: Appraisal services (except for 
MFH), security services, newspaper 
copy preparation services, market data 
and comparable list acquisition, and 
tax data acquisition. If the State Di-
rector believes there is a need to ac-
quire other services not listed in this 
paragraph or authorized elsewhere in 
this subpart, the State Director should 
make a written request to the Assist-
ant Administrator (appropriate pro-
gram) for consideration and/or author-
ization. 

[53 FR 35765, Sept. 14, 1988, as amended at 57 
FR 36591, Aug. 14, 1992; 69 FR 69106, Nov. 26, 
2004; 70 FR 20704, Apr. 21, 2005] 
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§ 1955.66 Lease of real property. 
When inventory real property, except 

for FSA and MFH properties, cannot be 
sold promptly, or when custodial prop-
erty is subject to lengthy liquidation 
proceedings, leasing may be used as a 
management tool when it is clearly in 
the best interest of the Government. 
Leasing will not be used as a means of 
deferring other actions which should be 
taken, such as liquidation of loans in 
abandonment cases or repair and sale 
of inventory property. Leases will pro-
vide for cancellation by the lessee or 
the Agency on 30-day written notice 
unless Special Stipulations in an indi-
vidual lease for good reason provide 
otherwise. If extensive repairs are 
needed to render a custodial property 
suitable for occupancy, this will pre-
clude its being leased since repairs 
must be limited to those essential to 
prevent further deterioration of the se-
curity in accordance with § 1955.55(c) of 
this subpart. The requirements of sub-
part G of part 1940 of this chapter will 
be met for all leases. 

(a) Authority to approve lease of prop-
erty—(1) Custodial property. Custodial 
property may be leased pending fore-
closure with the servicing official ap-
proving the lease on behalf of the 
Agency. 

(2) Inventory property. Inventory prop-
erty may be leased under the following 
conditions. Except for farm property 
proposed for a lease under the Home-
stead Protection Program, any prop-
erty that is listed or eligible for listing 
on the National Register of Historic 
Places may be leased only after the 
servicing official and the State His-
toric Preservation Officer determine 
that the lease will adequately ensure 
the property’s condition and historic 
character. 

(i) SFH. SFH inventory will generally 
not be leased; however, if unusual cir-
cumstances indicate leasing may be 
prudent, the county official is author-
ized to approve the lease. 

(ii) MFH. MFH projects will gen-
erally not be leased, although indi-
vidual living units may be leased under 
a management agreement. After the 
property is placed under a management 
contract, the contractor will be respon-
sible for leasing the individual units in 
accordance with 7 CFR part 3560. In 

cases where an acceptable management 
contract cannot be obtained, the Dis-
trict Director may execute individual 
leases. 

(iii) Farm property. (A) Any property 
which secures an insured loan made 
under the CONACT and which contains 
a dwelling (whether located on or off 
the farm) that is possessed and occu-
pied as a principal residence by a prior 
owner who was personally liable for a 
Farm Credit Programs loan must first 
be considered for Homestead Protec-
tion in accordance with subpart S of 
part 1951 of this chapter. 

(B) Other than for Homestead Protec-
tion and except as provided in para-
graph (c), the county official may only 
approve the lease of farm property to a 
beginning farmer or rancher who was 
selected through the random selection 
process to purchase the property but is 
not able to complete the purchase due 
to the lack of Agency funding. 

(C) When the servicing official deter-
mines it is impossible to sell farm 
property after advertising the property 
for sale and negotiating with inter-
ested parties in accordance with 
§ 1955.107 of subpart C of this part, farm 
property may be leased, upon the ap-
proval of the Administrator, on a case- 
by-case basis. This authority cannot be 
delegated. Any lease under this para-
graph shall be for 1 year only, and not 
subject to renewal or extension. If the 
servicing official determines that the 
prospective lessee may be interested in 
purchasing the property, the lease may 
contain an option to purchase. 

(D) When a lease with an option to 
purchase is signed, the lessee should be 
advised that FSA cannot make a com-
mitment to finance the purchase of the 
property. 

(E) Chattel property will not nor-
mally be leased unless it is attached to 
the real estate as a fixture or would 
normally pass with the land. 

(F) The property may not be used for 
any purpose that will contribute to ex-
cessive erosion of highly erodible land 
or to conversion of wetlands to produce 
an agricultural commodity. See Ex-
hibit M of subpart G of part 1940 of this 
chapter. All prospective lessees of in-
ventory property will be notified in 
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writing of the presence of highly erod-
ible land, converted wetlands and wet-
land and other important resources 
such as threatened or endangered spe-
cies. This notification will include a 
copy of the completed and signed Form 
SCS-CPA-26, ‘‘Highly Erodible Land 
and Wetland Conservation Determina-
tion,’’ which identifies whether the 
property contains wetland or converted 
wetlands or highly erodible land. The 
notification will also state that the 
lease will contain a restriction on the 
use of such property and that the Agen-
cy’s compliance requirements for wet-
lands, converted wetlands, and highly 
erodible lands are contained in Exhibit 
M of subpart G of part 1940 of this chap-
ter. Additionally, a copy of the com-
pleted and signed Form SCS-CPA-26 
will be attached to the lease and the 
lease will contain a special stipulation 
as provided on the FMI to Form RD 
1955–20, ‘‘Lease of Real Property,’’ pro-
hibiting the use of the property as 
specified above. 

(iv) Organization property other than 
MFH. Only the State Director, with the 
advice of appropriate National Office 
staff, may approve the lease of organi-
zation property other than MFH, such 
as community facilities, recreation 
projects, and businesses. A lease of 
utilities may require approval by State 
regulatory agencies. 

(b) Selection of lessees for other than 
farm property. When the property to be 
leased is residential, a special effort 
will be made to reach prospective les-
sees who might not otherwise apply be-
cause of existing community patterns. 
A lessee will be selected considering 
the potential as a program applicant 
for purchase of the property (if prop-
erty is suited for program purposes) 
and ability to preserve the property. 
The leasing official may require 
verification of income or a credit re-
port (to be paid for by the prospective 
lessee) as he or she deems necessary to 
assure payment ability and credit-
worthiness of the prospective lessee. 

(c) Selection of lessees for FSA property. 
FSA inventory property may only be 
leased to an eligible beginning farmer 
or rancher who was selected to pur-
chase the property through the random 
selection process in accordance with 
§ 1955.107(a)(2)(ii) of subpart C of this 

part. The applicant must have been 
able to demonstrate a feasible farm 
plan and Agency funds must have been 
unavailable at the time of the sale. 
Any applicant determined not to be a 
beginning farmer or rancher may re-
quest that the State Executive Direc-
tor conduct an expedited review in ac-
cordance with § 1955.107(a)(2)(ii) of sub-
part C of this part. 

(d) Property securing Farm Credit Pro-
grams loans located within an Indian 
Reservation. (1) State Executive Direc-
tors will contact the Bureau of Indian 
Affairs Agency supervisor to determine 
the boundaries of Indian Reservations 
and Indian allotments. 

(2) Not later than 90 days after ac-
quiring a property, FSA will afford the 
Indian tribe having jurisdiction over 
the Indian reservation within which 
the inventory property is located an 
opportunity to purchase the property. 
The purchase shall be in accordance 
with the priority rights as follows: 

(i) To a member of the Indian tribe 
that has jurisdiction over the reserva-
tion within which the real property is 
located; 

(ii) To an Indian corporate entity; 
(iii) To the Indian tribe. 
(3) The Indian tribe having jurisdic-

tion over the Indian reservation may 
revise the order of priority and may re-
strict the eligibility for purchase to: 

(i) Persons who are members of such 
Indian tribe; 

(ii) Indian corporate entities that are 
authorized by such Indian tribe to pur-
chase lands within the boundaries of 
the reservation; or 

(iii) The Indian tribe itself. 
(4) If any individual, Indian corporate 

entity, or Indian tribe covered in para-
graphs (d)(1) and (d)(2) of this section 
wishes to purchase the property, the 
county official must determine the 
prospective purchaser has the financial 
resources and management skills and 
experience that is sufficient to assure a 
reasonable prospect that the terms of 
the purchase agreement can be ful-
filled. 

(5) If the real property is not pur-
chased by any individual, Indian cor-
porate entity or Indian tribe pursuant 
to paragraphs (d)(1) and (d)(2) of this 
section and all appeals have concluded, 
the State Executive Director shall 
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transfer the property to the Secretary 
of the Interior if they are agreeable. If 
present on the property being trans-
ferred, important resources will be pro-
tected as outlined in §§ 1955.137 and 
1955.139 of subpart C of this part. 

(6) Properties within a reservation 
formerly owned by entities and non- 
tribal members will be treated as reg-
ular inventory that is not located on 
an Indian Reservation and disposed of 
pursuant to this part. 

(e) Lease amount. Inventory property 
will be leased for an amount equal to 
that for which similar properties in the 
area are being leased or rented (market 
rent). Inventory property will not be 
leased for a token amount. 

(1) Farm property. To arrive at a mar-
ket rent amount, the county official 
will make a survey of lease amounts of 
farms in the immediate area with simi-
lar soils, capabilities, and income po-
tential. The income-producing capa-
bility of the property during the term 
of the lease must also be considered. 
This rental data will be maintained in 
an operational file as well as in the 
running records of case files for leased 
inventory properties. While cash rent 
is preferred, the lease of a farm on a 
crop-share basis may be approved if 
this is the customary method in the 
area. The lessee will market the crops, 
provide FSA with documented evidence 
of crop income, and pay the pro rata 
share of the income to FSA. 

(2) SFH property. The lease amount 
will be the market rent unless the les-
see is a potential program applicant, in 
which case the lease amount may be 
set at an amount approximating the 
monthly payment if a loan were made 
(reflecting payment assistance, if any) 
calculated on the basis of the price of 
the house and income of the lessee, 
plus 1⁄12 of the estimated real estate 
taxes, property insurance, and mainte-
nance which would be payable by a 
homeowner. 

(3) Property other than farm or SFH. 
Any inventory property other than a 
farm or single-family dwelling will 
generally be leased for market rent for 
that type property in the area. How-
ever, such property may be leased for 
less than market rent with prior ap-
proval of the Administrator. 

(f) Property containing wetlands or lo-
cated in a floodplain or mudslide hazard 
area. Inventory property located in 
areas identified by the Federal Insur-
ance Administration as special flood or 
mudslide hazard areas will not be 
leased or operated under a manage-
ment contract without prior written 
notice of the hazard to the prospective 
lessee or tenant. If property is leased 
by FSA, the servicing official will pro-
vide the notice, and if property is 
leased under a management contract, 
the contractor must provide the notice 
in compliance with a provision to that 
effect included in the contract. The no-
tice must be in writing, signed by the 
servicing official or the contractor, and 
delivered to the prospective lessee or 
tenant at least one day before the lease 
is signed. A copy of the notice will be 
attached to the original and each copy 
of the lease. Property containing 
floodplains and wetlands will be leased 
subject to the same use restrictions as 
contained in § 1955.137(a)(1) of subpart C 
of this part. 

(g) Highly erodible land. If farm inven-
tory property contains ‘‘highly erodible 
land,’’ as determined by the NRCS, the 
lease must include conservation prac-
tices specified by the NRCS and ap-
proved by FSA as a condition for leas-
ing. 

(h) Lease of FSA property with option 
to purchase. A beginning farmer or 
rancher lessee will be given an option 
to purchase farm property. Terms of 
the option will be set forth as part of 
the lease as a special stipulation. 

(1) The lease payments will not be ap-
plied toward the purchase price. 

(2) The purchase price (option price) 
will be the advertised sales price as de-
termined by an appraisal prepared in 
accordance with § 761.7 of this title. 

(3) For inventory properties leased to 
a beginning farmer or rancher appli-
cant, the term of the lease shall be the 
earlier of: 

(i) A period not to exceed 18 months 
from the date that the applicant was 
selected to purchase the inventory 
farm, or 

(ii) The date that direct, guaranteed, 
credit sale or other Agency funds be-
come available for the beginning farm-
er or rancher to close the sale. 
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(4) Indian tribes or tribal corpora-
tions which utilize the Indian Land Ac-
quisition program will be allowed to 
purchase the property for its market 
value less the contributory value of the 
buildings, in accordance with subpart 
N of part 1823 of this chapter. 

(i) Costs. The costs of repairs to 
leased property will be paid by the 
Government. However, the Government 
will not pay costs of utilities or any 
other costs of operation of the property 
by the lessee. Repairs will be obtained 
pursuant to subpart B of part 1924 of 
this chapter. Expenditures on custodial 
property as limited in § 1955.55 (c) (2) of 
this subpart will be charged to the bor-
rower’s account as recoverable costs. 

(j) Security deposit. A security deposit 
in at least the amount of one month’s 
rent will be required from all lessees of 
SFH properties. The security deposit 
for farm property should be determined 
by considering only the improvements 
or facilities which might be subject to 
misuse or abuse during the term of the 
lease. For all other types of property, 
the leasing official may determine 
whether or not a security deposit will 
be required and the amount of the de-
posit. 

(k) Lease form. Form RD 1955–20 ap-
proved by OGC will be used by the 
agency to lease property. 

(l) Lease income. Lease proceeds will 
be applied as follows: 

(1) Custodial property. The proceeds 
from a lease of custodial property will 
be applied to the borrower’s account as 
an extra payment unless foreclosure 
proceedings require that such pay-
ments be held in suspense. 

(2) Inventory property. The proceeds 
from a lease of inventory property will 
be applied to the lease account. 

[62 FR 44397, Aug. 21, 1997, as amended at 64 
FR 62568, Nov. 17, 1999; 68 FR 61332, Oct. 28, 
2003; 69 FR 69106, Nov. 26, 2004] 

§§ 1955.67–1955.71 [Reserved] 

§ 1955.72 Utilization of inventory hous-
ing by Federal Emergency Manage-
ment Agency (FEMA) or under a 
Memorandum of Understanding be-
tween the Agency and the Depart-
ment of Health and Human Services 
(HHS) for transitional housing for 
the homeless. 

(a) FEMA. By a Memorandum of Un-
derstanding between the Agency and 
FEMA, inventory housing property not 
under lease or sales agreement may be 
made available to shelter victims in an 
area designated as a major disaster 
area by the President. See Exhibit A of 
this subpart (available in any FmHA or 
its successor agency under Public Law 
103–354 office). Authority is hereby del-
egated to the State Director to imple-
ment this Memorandum of Under-
standing; and the State Director may 
redelegate this authority to County 
Supervisors or District Directors. 

(b) HHS. By a Memorandum of Under-
standing between the Agency and HHS, 
inventory housing property not under 
lease or sales agreement may be made 
available by lease to public bodies and 
nonprofit organizations to provide 
transitional housing for the homeless. 
See Exhibit D of this subpart (available 
in any FmHA or its successor agency 
under Public Law 103–354 office). Au-
thority is hereby delegated to the 
State Director to implement this 
Memorandum of Understanding; and 
the State Director may redelegate this 
authority to County Supervisors or 
District Directors. Copies of all exe-
cuted leases and/or questions regarding 
this program should be referred by 
State Offices to the Single Family 
Housing Servicing and Property Man-
agement (SFH/SPM) Division in the 
National Office. 

[54 FR 20523, May 12, 1989, as amended at 60 
FR 34455, July 3, 1995] 

§§ 1955.73–1955.80 [Reserved] 

§ 1955.81 Exception authority. 

The Administrator may, in indi-
vidual cases, make an exception to any 
requirement or provision of this sub-
part, or address any omission of this 
subpart which is not inconsistent with 
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the authorizing statute or other appli-
cable law, if the Administrator deter-
mines that the Government’s interest 
would be adversely affected or the im-
mediate health and/or safety of tenants 
or the community are endangered if 
there is no adverse effect on the Gov-
ernment’s interest. The Administrator 
will exercise this authority upon re-
quest of the State Director with the 
recommendation of the appropriate 
program Assistant Administrator or 
upon a request initiated by the appro-
priate program Assistant Adminis-
trator. Requests for exceptions must be 
made in writing and supported with 
documentation to explain the adverse 
effect, propose alternative courses of 
action, and show how the adverse effect 
will be eliminated or minimized if the 
exception is granted. 

[53 FR 35765, Sept. 14, 1988, as amended at 58 
FR 58649, Nov. 3, 1993] 

§ 1955.82 State supplements. 
State supplements will be prepared 

with the assistance of OGC as nec-
essary to comply with State laws or 
only as specifically authorized in this 
regulation to provide guidance to 
FmHA or its successor agency under 
Public Law 103–354 officials. State sup-
plements applicable to MFH must have 
prior approval of the National Office; 
others may receive post approval. Re-
quests for approval for those affecting 
MFH must include complete justifica-
tion, citations of State law, and an 
opinion from OGC. 

§§ 1955.83–1955.99 [Reserved] 

§ 1955.100 OMB control number. 
The collection of information re-

quirements in this regulation have 
been approved by the Office of Manage-
ment and Budget and assigned OMB 
control number 0575–0110. 

EXHIBIT A TO SUBPART B OF PART 1955— 
MEMORANDUM OF UNDERSTANDING 
BETWEEN THE FEDERAL EMERGENCY 
MANAGEMENT AGENCY AND THE 
FARMERS HOME ADMINISTRATION OR 
ITS SUCCESSOR AGENCY UNDER PUB-
LIC LAW 103–354 

EDITORIAL NOTE: Exhibit A is not published 
in the Code of Federal Regulations. It is 

available in any FmHA or its successor agen-
cy under Public Law 103–354 County Office. 

EXHIBIT B TO SUBPART B OF PART 1955— 
NOTIFICATION OF TRIBE OF AVAIL-
ABILITY OF FARM PROPERTY FOR 
PURCHASE 

(To Be Used By Farm Service Agency To 
Notify Tribe) 

From: County official 
To: (Name of Tribe and address) 
Subject: Availability of Farm Property for 

Purchase 
[To be Used within 90 days of acquisition] 
Recently the Farm Service Agency (FSA) 

acquired title to llll acres of farm real 
property located within the boundaries of 
your Reservation. The previous owner of this 
property was llll. The property is avail-
able for purchase by persons who are mem-
bers of your tribe, an Indian Corporate enti-
ty, or the tribe itself. Our regulations pro-
vide for those three distinct priority cat-
egories which may be eligible; however, you 
may revise the order of the priority cat-
egories and may restrict the eligibility to 
one or any combination of categories. Fol-
lowing is a more detailed description of 
these categories: 

1. Persons who are members of your Tribe. 
Individuals so selected must be able to meet 
the eligibility criteria for the purchase of 
Government inventory property and be able 
to carry on a family farming operation. 
Those persons not eligible for FSA’s regular 
programs may also purchase this property as 
a Non-Program loan on ineligible rates and 
terms. 

2. Indian corporate entities. You may re-
strict eligible Indian corporate entities to 
those authorized by your Tribe to purchase 
lands within the boundaries of your Reserva-
tion. These entities also must meet the basic 
eligibility criteria established for the type of 
assistance granted. 

3. The Tribe itself is also considered eligi-
ble to exercise their right to purchase the 
property. If available, Indian Land Acquisi-
tion funds may be used or the property fi-
nanced as a Non-Program loan on ineligible 
rates and terms. 

We are requesting that you notify the local 
FSA county office of your selection or inten-
tions within 45 days of receipt of this letter, 
regarding the purchase of this real estate. If 
you have questions regarding eligibility for 
any of the groups mentioned above, please 
contact our office. If the Tribe wishes to pur-
chase the property, but is unable to do so at 
this time, contact with the FSA county of-
fice should be made. 
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Sincerely, 

County official 

[62 FR 44399, Aug. 21, 1997] 

EXHIBIT C TO SUBPART B OF PART 1955— 
COOPERATIVE AGREEMENT (EXAMPLE) 

EDITORIAL NOTE: Exhibit C is not published 
in the Code of Federal Regulations. It is 
available in any FmHA or its successor agen-
cy under Public Law 103–354 County Office. 

EXHIBIT D TO SUBPART B OF PART 1955— 
FACT SHEET—THE FEDERAL INTER-
AGENCY TASK FORCE ON FOOD AND 
SHELTER FOR THE HOMELESS 

EDITORIAL NOTE: Exhibit D is not published 
in the Code of Federal Regulations. It is 
available in any FmHA or its successor agen-
cy under Public Law 103–354 County Office. 

Subpart C—Disposal of Inventory 
Property 

INTRODUCTION 

§ 1955.101 Purpose. 

This subpart delegates program au-
thority and prescribes policies and pro-
cedures for the sale of inventory prop-
erty including real estate, related real 
estate rights, and chattels. It also cov-
ers the granting of easements and 
rights-of-way on inventory property. 
Credit sales of inventory property to 
ineligible (non-program (NP)) pur-
chasers will be handled in accordance 
with Subpart J of Part 1951 of this 
chapter, except Community and Busi-
ness Programs (C&BP) and Multi-Fam-
ily Housing (MFH) which will be han-
dled in accordance with this Subpart. 
In addition, credit sales of Single Fam-
ily Housing (SFH) properties converted 
to MFH will be handled in accordance 
with this Subpart.This subpart does 
not apply to Farm Service Agency, 
Farm Loan Programs, Single Family 
Housing (SFH) inventory property, or 
to the Rural Rental Housing, Rural Co-
operative Housing, and Farm Labor 
Housing Programs. In addition, this 
subpart does not apply to Water and 
Waste Programs of the Rural Utilities 
Service, Watershed loans, and Resource 
Conservation and Development loans, 

which are serviced under part 1782 of 
this title. 

[72 FR 55019, Sept. 28, 2007, as amended at 72 
FR 64123, Nov. 15, 2007] 

§ 1955.102 Policy. 
The terms ‘‘nonprogram (NP)’’ and 

‘‘ineligible’’ may be used interchange-
ably throughout this subpart, but are 
identical in their meaning. Sales ef-
forts will be initiated as soon as prop-
erty is acquired in order to effect sale 
at the earliest practicable time. When 
a property is of a nature that will en-
able a qualified applicant for one of 
Farmers Home Administration or its 
successor agency under Public Law 103– 
354s (FmHA or its successor agency 
under Public Law 103–354’s) loan pro-
grams to meet the objectives of that 
loan program, preference will be given 
to the program applicants. Sales are 
authorized for program purposes which 
differ from the purposes of the loan the 
property formerly secured, and prop-
erty which secured more than one type 
loan may be sold under the program 
most appropriate for the specific prop-
erty and community needs as long as 
the price is not diminished. Examples 
are: (RH) property; detached Labor 
Housing or Rural Rental Housing units 
may be sold as SFH units; or SFH units 
may be sold as a Rural Rental Housing 
project. All such properties and appli-
cants must meet the requirements for 
the loan program under which the sale 
is proposed. 

[53 FR 35776, Sept. 14, 1988, as amended at 58 
FR 52652, Oct. 12, 1993; 62 FR 44399, Aug. 21, 
1997] 

§ 1955.103 Definitions. 
As used in this subpart, the following 

apply: 
Approval official. The FmHA or its 

successor agency under Public Law 103– 
354 official having loan and grant ap-
proval authority auhorized under Sub-
part A of Part 1901 of this chapter. 

Auction sale. A public sale in which 
property is sold to the highest bidder 
in open verbal competition. 

Beginning farmer or rancher. A begin-
ning farmer or rancher is an individual 
or entity who: 

(1) Is an eligible applicant for FO 
loan assistance in accordance with 
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