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(f) Managing and disposing of REO 
property. Lenders will expeditiously 
gain possession of the REO property in 
a manner designed to ensure maximum 
recovery as follows. 

(1) The lender must prepare and 
maintain a disposition plan on all ac-
quired properties. The lender will sub-
mit the property disposition plan and 
any subsequent changes for Agency 
concurrence in a timely manner as 
specified by the Agency. The lender 
may obtain a waiver of the concurrence 
requirement as provided for in 
§ 355.5301(h). The plan will include the 
proposed method for sale of the prop-
erty, the estimated value based on an 
appraisal, minimum sale price, 
itemized estimated costs of the sale, 
and any other information that could 
impact the amount of loss on the loan. 

(2) The lender will make all reason-
able efforts to sell the property within 
9 months from the later of either the 
foreclosure sale or expiration of any re-
demption period. The Agency may 
grant an extension of the permissible 
marketing period in limited cir-
cumstances including, but not limited 
to, when a separate legal action is nec-
essary to gain possession of the prop-
erty following foreclosure or when the 
lender has or is in final negotiation for 
a firm purchase agreement. If the prop-
erty is on American Indian restricted 
land, an additional 3 month marketing 
period is permitted. 

(3) The lender must notify the Agen-
cy when the property has not been sold 
within 30 days of the expiration of the 
permissible marketing period. If the 
REO remains unsold at the end of the 
permissible marketing period, the 
Agency will order a liquidation value 
appraisal and apply an acquisition and 
management resale factor to estimate 
holding and disposition cost. Interest 
expenses accrued beyond 90 days of the 
foreclosure sale date or expiration of 
any redemption period, whichever is 
later, will be the responsibility of the 
lender and not covered by the guar-
antee. 

(g) Debt settlement reporting. The lend-
er must report to the IRS and all na-
tional credit reporting repositories any 
debt settled through liquidation. 

§ 3555.307 Assistance in natural disas-
ters. 

(a) Policy. Servicers must utilize gen-
eral procedures available under this 
subpart for servicing borrowers af-
fected by natural disasters, as supple-
mented by Rural Development, to min-
imize delinquencies and avoid fore-
closure. 

(b) Evaluating the damage. Servicers 
are expected to inspect a security prop-
erty whenever they have reason to be-
lieve the property has been damaged. 

(c) Special relief measures. The 
servicer must evaluate on an individual 
case basis a mortgage that is (or be-
comes) seriously delinquent as the re-
sult of the borrower’s incurring ex-
traordinary damages or expenses re-
lated to the natural disaster. The 
servicer should document its individual 
mortgage file regarding all servicing 
actions taken during this time period. 
The lender must consider all special re-
lief alternatives for disaster assistance 
available to the borrower prior to sus-
pending collection and foreclosure ac-
tivities. Servicing actions suspended as 
a result of the natural disaster will ex-
pire 90 days from the declaration date 
of the natural disaster, unless other-
wise extended by the Agency. 

(d) Insurance claim settlements. Prior 
to release of hazard insurance proceeds 
because of damage caused by a natural 
disaster, servicers must complete a 
cost and benefit analysis on a case-by- 
case basis to determine if the property 
can be repaired or rebuilt. The 
servicer’s actions must be based on the 
status of the mortgage, the amount of 
insurance proceeds, and the length of 
time required repairing or recon-
structing the property, and the market 
conditions in the area. If the property 
will not be repaired or rebuilt, the in-
surance proceeds must be applied to 
the unpaid principal loan balance. 

§§ 3555.308–3555.349 [Reserved] 

§ 3555.350 OMB control number. 

The report and recordkeeping re-
quirements contained in this subpart 
are currently with the Office of Man-
agement and Budget under review and 
awaiting approval. 
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