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§ 1955.117 of this subpart, except the 
units need not be contiguous, but they 
must be located in close enough prox-
imity so that management costs are 
not increased nor management capa-
bilities diminished because of distance. 

(5) An additional loan may be made 
simultaneously with the credit sale, or 
later, only when the property involved 
meets the requirements of 7 CFR part 
3560, subpart K. 

(d) CONACT residential property suit-
able for the SFH program. When a single 
family house acquired under the 
CONACT is determined to be suited for 
the SFH program, it may be offered for 
sale as a SHF unit as though it had 
been acquired under the SFH program. 
It may, however, be sold in this man-
ner to a program RH applicant on pro-
gram terms only—not for cash or on NP 
terms. When a house is offered for sale 
under this paragraph, the listing no-
tices and any advertising (whether 
being sold by Rural Development or 
through real estate brokers) must state 
this restriction. 

[53 FR 27832, July 25, 1988, as amended at 55 
FR 3942, Feb. 6, 1990; 56 FR 2257, Jan. 22, 1991; 
58 FR 38927, July 21, 1993; 58 FR 38949, July 21, 
1993; 58 FR 52652, Oct. 12, 1993; 67 FR 78329, 
Dec. 24, 2002; 69 FR 69106, Nov. 26, 2004] 

§ 1955.115 Sales steps for nonprogram 
(NP) property (housing). 

The appropriate Rural Development 
office will take the following steps 
after repairs, if economically feasible, 
are completed. The appraisal will be 
updated to reflect changes in market 
conditions, repairs and improvements, 
if any. Form RD 1955–43 for SFH and 
1955–40 for MFH will be completed to 
offer the property for sale. The adver-
tising requirements and deed restric-
tions in § 1955.116 of this subpart apply 
if the property does not meet Rural De-
velopment DSS standards. 

(a) Single Family Housing. Sales steps 
will be the same as for program prop-
erties as provided in § 1955.114(a) of this 
subpart, except that sales must be for 
cash in accordance with § 1955.118 or 
credit on NP terms as provided in sub-
part J of part 1951 of this chapter. See 
exhibit D of this subpart (available in 
any Rural Development office) which 
outlines chronologically the sales steps 
for NP properties. 

(1) Sale by sealed bid or auction. If a 
NP property has not sold within 150 
days after being offered for sale, the in-
ventory case file with documentation 
of marketing efforts will be submitted 
to the State Director. The State Direc-
tor will authorize sale by sealed bid or 
auction in accordance with § 1955.112(c) 
of this subpart unless additional sales 
methods appear more prudent. Use of 
the sealed bid or auction method may 
be considered as an initial sales effort 
under special or unusual circumstances 
such as, but not limited to, structures 
which have been substantially de-
stroyed by fire or other causes. 

(2) Sale as chattel. If efforts to sell NP 
property by sealed bid or auction prove 
unsuccessful, the structure(s) may be 
sold as chattel (for chattel or salvage 
value, as appropriate) when authorized 
by the State Director. When the struc-
ture is to be sold as chattel (exclusive 
of land) further guidance is provided in 
§§ 1955.121, 1955.122 and 1955.141(b) of this 
subpart. If no offer is received, the 
structure(s) may be demolished and re-
moved from the site and then the site 
offered for sale. If this method is uti-
lized, Rural Development will attempt 
to have the structure removed in ex-
change for the salvageable materials 
by contract, otherwise, will solicit for 
contracts to have the structure re-
moved in accordance with Rural Devel-
opment Instruction 2024–A (available in 
any Rural Development office). 

(3) Sale of vacant land. When Rural 
Development has vacant land in inven-
tory which was security for an SFH 
loan, the land will be sold in accord-
ance with this subparagraph. When the 
lot meets the requirements of 7 CFR 
part 3550, and a program applicant de-
sires to purchase the lot and construct 
a dwelling, a credit sale will not be 
made. Instead, one section 502 loan will 
be made which will include funds for 
the purchase of the lot and construc-
tion of a dwelling. Otherwise, the lot 
will be sold for cash or on NP terms 
with a loan not to exceed ten years in 
term and amortization. 

(b) Multiple family housing. Sales 
steps will be the same as for program 
MFH property as provided in 
§ 1955.114(b) of this subpart except that 
sales must be for cash or on NP terms 
as set forth in § 1955.118 of this subpart. 
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Additionally, if cash offers are re-
ceived, they will be given first pref-
erence by drawing from the cash offers 
only. If the State Director determines 
an auction sale should be used to sell 
NP MFH property, authority to use 
that method of sale must be requested 
from the Assistant Administrator, 
Housing. Inventory files, including in-
formation on the acquisition, mar-
keting efforts made, management of 
the property, other pertinent informa-
tion, a memorandum covering the facts 
of the case, and recommendations of 
the State Director must be submitted 
for review. If the housing is sold out of 
the Rural Development program as NP 
property, the closing of the sale may 
not take place until tenants have re-
ceived all notifications and benefits af-
forded to tenants in prepaying projects 
in accordance with 7 CFR part 3560, 
subpart N. 

[53 FR 27833, July 25, 1988, as amended at 58 
FR 38928, July 21, 1993; 58 FR 52652, Oct. 12, 
1993; 67 FR 78329, Dec. 24, 2002; 69 FR 69106, 
Nov. 26, 2004] 

§ 1955.116 Requirements for sale of 
property not meeting decent, safe 
and sanitary (DSS) standards (hous-
ing). 

For real property (exclusive of im-
provements) which is unsafe, refer to 
§ 1955.137(e) of this subpart for further 
guidance. For all other housing inven-
tory property which does not meet de-
cent, safe and sanitary (DSS) stand-
ards, the provisions of this section 
apply. 

(a) Notices and advertising. If the in-
ventory property has a single family 
dwelling or MFH unit thereon which 
does not meet DSS standards as de-
fined in § 1955.103 of this subpart, but 
which could meet such standards 
through the repair or renovation ac-
tivities of the future owner, any ‘‘No-
tice of Real Property For Sale,’’ ‘‘No-
tice of Sale,’’ or other advertisement 
used in conjunction with advertising 
the property for sale must include the 
following language which is contained 
in Form RD 1955–44, ‘‘Notice of Resi-
dential Occupancy Restriction’’: 

This property contains a dwelling unit or 
units which Rural Development has deemed 
to be inadequate for residential occupancy. 
The Quitclaim Deed by which this property 

will be conveyed will contain a covenant re-
stricting the residential unit(s) on the prop-
erty from being used for residential occu-
pancy until the dwelling unit(s) is repaired, 
renovated or razed. This restriction is im-
posed pursuant to section 510(e) of the Hous-
ing Act of 1949, as amended, 42 U.S.C. 1480. 
The property must be repaired and/or ren-
ovated as follows:* 

* For advertisements, the sentence pre-
ceding the asterisk may be deleted and re-
placed with the following, or similar sen-
tence: ‘‘Contact Rural Development (or any 
real estate broker/name of exclusive broker) 
for a list of items which must be repaired/ 
renovated.’’ For notices other than adver-
tising, insert those items which are nec-
essary to make the dwelling unit(s) meet 
DSS standards. Examples are: 

—Replace flooring and floor joists in kitch-
en and bathroom. 

—Drill new well to provide for an adequate 
and potable water supply. 

—Hook-up to community water and sewage 
system now being installed. 

—Provide a functionally adequate, safe and 
operable * system. * Insert heating, plumb-
ing, electrical and/or sewage disposal, etc., as 
appropriate. 

—Install *. * Insert new roof, foundation, 
sump pump, bathroom fixtures, etc., as ap-
propriate. 

—Install R-* insulation in basement walls 
or ceiling, R-* insulation in attic, and storm 
windows/doors throughout. * Insert appro-
priate R-Values to meet Thermal Perform-
ance Standards. 

(b) Sale agreements. If a housing struc-
ture in inventory does not meet DSS 
standards, Form RD 1955–44 must be at-
tached to Forms RD 1955–45 or RD1955– 
46, as appropriate, to provide notifica-
tion of the deed restriction and re-
quired repairs/renovations before the 
dwelling can be used for residential 
purposes. 

(c) Quitclaim Deed. The following, the 
original of Form RD 1955–44, or similar 
restrictive clause adapted for use in an 
individual State pursuant to a State 
Supplement approved by OGC must be 
added to the Quitclaim Deed for prop-
erties which do not meet DSS stand-
ards at the time of sale but which 
could through the repair/renovation ac-
tivities of the future owner: 

Pursuant to section 510(e) of the Housing 
Act of 1949, as amended, 42 U.S.C. 1480(e), the 
purchaser (‘‘Grantee’’ herein) of the above- 
described real property (the ‘‘subject prop-
erty’’ herein) covenants and agrees with the 
United States acting by and through Rural 
Development (the ‘‘Grantor’’ herein) that 
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