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Cite this Code: CFR

To cite the regulations in
this volume use title,
part and section num-
ber. Thus, 7T CFR 1900.1
refers to title 7, part
1900, section 1.
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Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16.....ccciiiiiiiiiiiiiiii e enes as of January 1
Title 17 through Title 27 as of April 1
Title 28 through Title 41 ..o as of July 1
Title 42 through Title 50....ccciuiiiiiiiiiiiiii e aens as of October 1

The appropriate revision date is printed on the cover of each volume.
LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, January 1, 2002), consult the ‘“‘List of CFR Sections Affected (LLSA),”
which is issued monthly, and the ‘“‘Cumulative List of Parts Affected,” which
appears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS
The Paperwork Reduction Act of 1980 (Pub. L. 96-511) requires Federal agencies
to display an OMB control number with their information collection request.
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Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

OBSOLETE PROVISIONS

Provisions that become obsolete before the revision date stated on the cover
of each volume are not carried. Code users may find the text of provisions in
effect on a given date in the past by using the appropriate numerical list of
sections affected. For the period before January 1, 1986, consult either the List
of CFR Sections Affected, 1949-1963, 1964-1972, or 1973-1985, published in seven sep-
arate volumes. For the period beginning January 1, 1986, a ‘‘List of CFR Sections
Affected” is published at the end of each CFR volume.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Statutory Authorities and Agency
Rules (Table I). A list of CFR titles, chapters, and parts and an alphabetical
list of agencies publishing in the CFR are also included in this volume.

An index to the text of ‘““Title 3—The President’ is carried within that volume.

The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the ‘‘Contents” entries in the daily Federal Reg-
ister.

A List of CFR Sections Affected (ILSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency’s name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-523-5227 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, Washington, DC 20408 or e-mail info@fedreg.nara.gov.

SALES

The Government Printing Office (GPO) processes all sales and distribution of
the CFR. For payment by credit card, call 202-512-1800, M-F 8 a.m. to 4 p.m.
e.s.t. or fax your order to 202-512-2250, 24 hours a day. For payment by check,
write to the Superintendent of Documents, Attn: New Orders, P.O. Box 371954,
Pittsburgh, PA 15250-7954. For GPO Customer Service call 202-512-1803.

ELECTRONIC SERVICES

The full text of the Code of Federal Regulations, the LSA (List of CFR Sections
Affected), The United States Government Manual, the Federal Register, Public
Laws, Weekly Compilation of Presidential Documents and the Privacy Act Com-
pilation are available in electronic format at www.access.gpo.gov/nara (‘‘GPO Ac-
cess’”). For more information, contact Electronic Information Dissemination
Services, U.S. Government Printing Office. Phone 202-512-1530, or 888-293-6498
(toll-free). E-mail, gpoaccess@gpo.gov.
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The Office of the Federal Register also offers a free service on the National
Archives and Records Administration’s (NARA) World Wide Web site for public
law numbers, Federal Register finding aids, and related information. Connect
to NARA’s web site at www.nara.gov/fedreg. The NARA site also contains links
to GPO Access.

RAYMOND A. MOSLEY,
Director,
Office of the Federal Register.
January 1, 2002.
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THIS TITLE

Title 7—AGRICULTURE is composed of fifteen volumes. The parts in these vol-
umes are arranged in the following order: parts 1-26, 27-52, 53-209, 210-299, 300-
399, 400-699, 700-899, 900-999, 1000-1199, 1200-1599, 1600-1899, 1900-1939, 1940-1949, 1950-
1999, and part 2000 to end. The contents of these volumes represent all current
regulations codified under this title of the CFR as of January 1, 2002.

The Food and Nutrition Service current regulations in the volume containing
parts 210-299, include the Child Nutrition Programs and the Food Stamp Program.
The regulations of the Federal Crop Insurance Corporation are found in the vol-
ume containing parts 400-699.

All marketing agreements and orders for fruits, vegetables and nuts appear
in the one volume containing parts 900-999. All marketing agreements and orders
for milk appear in the volume containing parts 1000-1199. Part 900—General Regu-
lations is carried as a note in the volume containing parts 1000-1199, as a conven-
ience to the user.

Redesignation tables appear in the Finding Aids section of the volumes con-
taining parts 210-299 and parts 1600-1899.

ix



Would you like to
know...

if any changes have been made to the Code
of Federal Regulations or what documents
have been published in the Federal Register
without reading the Federal Register every
day? if so, you may wish to subscribe to the
LSA (List of CFR Sections Affected), the
Federal Register Index, or both.

LSA

The LSA (List of CFR Sections Affected) is
designed to lead users of the Code of Federal
Regulations to amendatory actions published in
the Federal Register. The LSA is issued monthly in
cumulative form. Entries indicate the nature of the
changes—such as revised, removed, or corrected.
$31 per year.

Federal Register Index

The index, covering the contents of the daily
Federal Register, is issued monthly in cumulative
form. Entries are carried primarily under the names
of the issuing agencies. Significant subjects are
carried as cross-references.

$28 per year.

A finding aid is included in each publication which
lists Federal Register page numbers with the date
of publication in the Federal Register.

Superintendent of Documents Subscription Order Form

Order Processing Code:

*5421

| YES, send me the following indicated subscriptions for one year:
L.SA (List of CFR Sections Affected), (LCS) for $31 per year.
Federal Register Index (FRSU) $28 per vear.

The total cost of my order is $ . {Includes regular shipping and handling.)
Price is subject to change. International

customers please add 25% For privacy check box below:
(oN

1 Do not make my name available to other mailers

Compary or personal name Check method of payment:

1 Check payable to Superintendent of Documents
Street address O GPO Deposit Account I | l | | l I I_ D
City, State, ZP code Q visa O MasterCard [D:D (expiraticn date)
Daytime phone with area code Credit card No. (must be 20 digits)

Thank you for your order!

Purchase order No. (opticnal)

@ Authorizing signature 7/00

Mail To: Superintendent of Documents
Fax your orders (202) 512-2250 P.O. Box 371954
Phone your orders (202) 512-1800 Pittsburgh, PA 15250-7954




Title 7/—Agriculture

(This book contains parts 1900 to 1939)

SUBTITLE B—REGULATIONS OF THE DEPARTMENT OF
AGRICULTURE—CONTINUED:

Part
CHAPTER XVIII—Rural Housing Service, Rural Business-Co-

operative Service, Rural Utilities Service, and Farm
Service Agency, Department of Agriculture (Continued) .. 1900
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CHAPTER XVIII—RURAL HOUSING SERVICE,

RURAL BUSINESS-COOPERATIVE SERVICE,

RURAL UTILITIES SERVICE, AND FARM SERVICE

AGENCY, DEPARTMENT OF AGRICULTURE

(Continued)

EDITORIAL NOTE: Nomenclature changes to chapter XVIII appear at 59 FR 66443, Dec. 27,

1994, 61 FR 1109, Jan. 16, 1996, and 61 FR 2899, Jan. 30, 1996.

SUBCHAPTER H—PROGRAM REGULATIONS

Part

1900 L€ 1SN 0 <) i
1901 Program-related instructions ........ccooovviiiiiiiiin...
1902 Supervised bank accounts ......cooeveiiiiiiiiiiiiii
1904 Loan and grant programs (individual) [Reserved]

1910 GEIETAL .ot iieieeeea

1922 [Reserved]

1924 Construction and repair .......ccooevvvieiiiiiiiiiiiiinennn..
1925 2D T
1927 Title clearance and loan closing .........ccccvvvvvviininnnn.

1930 GEIIETAL .ottt e e

1931-1939 [Reserved]






SUBCHAPTER H—PROGRAM REGULATIONS

PART 1900—GENERAL
Subpart A—Delegations of Authority

Sec.

1900.1 General.

1900.2 National office staff and state direc-
tors.

1900.3 State, district, and county office em-
ployees.

1900.4 Ratification.

1900.5 Assignment of cases.

1900.6 Chair, Loan Resolution Task Force.

1900.7 Effect on other regulations.

Subpart B—Adverse Decisions and
Administrative Appeals

1900.51
1900.52
1900.53
1900.54
1900.55

Definitions.

General.

Applicability.

Effect on assistance pending appeal.

Adverse action procedures.

1900.56 Non-appealable decisions.

1900.57 [Reserved]

EXHIBIT A TO SUBPART B [RESERVED]

EXHIBIT B-1 TO SUBPART B—LETTER FOR NO-
TIFYING APPLICANTS, LENDER, HOLDERS
AND BORROWERS OF ADVERSE DECISIONS
WHERE THE DECISION IS APPEALABLE

EXHIBIT B-2 TO SUBPART B—LETTER FOR NO-
TIFYING APPLICANTS, LENDERS AND HOLD-
ERS AND BORROWERS OF UNFAVORABLE DE-
CISION REACHED AT THE MEETING

EXHIBIT B-3 TO SUBPART B—LETTER FOR NO-
TIFYING APPLICANTS, LENDER, HOLDERS
AND BORROWERS OF ADVERSE DECISIONS
WHERE THE DECISION INVOLVES AN AP-
PRAISAL (NOT To BE USED IN CASES IN-
VOLVING FARMER PROGRAM PRIMARY
LOAN SERVICING ACTIONS)

EXHIBIT B-4 TO SUBPART B—LETTER FOR NO-
TIFYING APPLICANTS, LENDERS AND HOLD-
ERS AND BORROWERS OF UNFAVORABLE DE-
CISION REACHED AFTER STATE DIRECTOR
REVIEW OF AN APPRAISAL (NoT To BE
USED IN CASES INVOLVING FARMER PRO-
GRAM PRIMARY LOAN SERVICING ACTIONS)

EXHIBIT C TO SUBPART B—LETTER FOR NOTI-
FYING APPLICANTS, LENDERS, HOLDERS,
AND BORROWERS OF ADVERSE DECISIONS
WHEN PART OR ALL OF THE DECISION IS
NOT APPEALABLE [NOT USED IN CONNEC-
TION WITH DECISIONS RELATED TO NON-
PROGRAM APPLICANTS, BORROWERS, OR
PROPERTY]

EXHIBIT D TO SUBPART B—HEARINGS/REVIEW
OFFICER DESIGNATIONS

Subpart C—Applicability of Federal Law

1900.101 General
1900.102 Applicable law.

Subpart D—Processing and Servicing
FmHA or Its Successor Agency Under
Public Law 103-354 Assistance to Em-
ployees, Relatives, and Associates

1900.151 General.

1900.152 Definitions.

1900.153 Identifying and reporting an em-
ployee relationship.

1900.154 Determining the need for special
handling.

1900.155 Designating the
icing official.

1900.156 Special handling-processing.

1900.157-1900.200 [Reserved]

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 7
U.S.C. 6991, et. seq.; 42 U.S.C. 1480; Reorga-
nization Plan No. 2 of 1953 (5 U.S.C. App.).

processing/serv-

Subpart A—Delegations of
Authority

§1900.1 General.

The authorities contained in this
subpart apply to all assets, functions,
and programs now or hereafter admin-
istered or serviced by the Farmers
Home Administration or its successor
agency under Public Law 103-354, in-
cluding but not limited to those relat-
ing to indebtedness, security, and other
assets obtained or contracted through
the Secretary of Agriculture, Resettle-
ment Administration, Farm Security
Administration, or Emergency Crop
and Feed Loan Offices of the Farm
Credit Administration, the Soil Con-
servation Service in connection with
water conservation and utilization
projects; the Puerto Rico Hurricane
Relief Commission and successor agen-
cies in connection with Puerto Rico
Hurricane relief loans to individuals;
State Rural Rehabilitation Corpora-
tions, the United States of America or
its officials as trustees of the assets of
State Rural Rehabilitation Corpora-
tions, Regional Agricultural Credit
Corporations, Defense Relocation Cor-
porations, land leasing and purchasing
associations, corporations, and agen-
cies, and whether the interest of the
United States in the indebtedness, in-
strument of debt, security, security in-
strument, or other assets is that of ob-
ligee, owner, holder, insurer, assignee,



§1900.2
mortgagee, beneficiary, trustee or
other interest.

[44 FR 18162, Mar. 27, 1979]

§1900.2 National office staff and state
directors.

The following officials of the Farm-
ers Home Administration or its suc-
cessor agency under Public Law 103-
354, in accordance with applicable laws,
and the regulations implementing
these laws, are severally authorized,
for and on behalf of and in the name of
the United States of America or the
Farmers Home Administration or its
successor agency under Public Law 103—
354, to do and perform all acts nec-
essary in connection with making and
insuring loans, making grants and ad-
vances, servicing loans and other in-
debtedness and obtaining, servicing
and enforcing security and other in-
struments related thereto: The Deputy
Administrator Program Operations,
the Assistant Administrators for
Farmer Programs, Housing, and Com-
munity and Business Programs, the As-
sistant Administrator Accounting and
Director Finance Office; each Director
and the Insured Loan Officer, Finance
Office; the Directors for the Water and
Waste Disposal Division, the Commu-
nity Facilities Division, the Business
and Industry Division, the Multi-Fam-
ily Housing Processing Division, the
Multi-Family Housing Servicing and
Property Management Division, the
Single Family Housing Processing Di-
vision, the Single Family Housing
Servicing and Property Management
Division, the Farm Real Estate and
Production Division, the Emergency
Division; and each State Director with-
in the area of that State Director’s ju-
risdiction; and in the absence or dis-
ability of any such official, the person
acting in that official’s position; and
the delegates of any such official. The
authority includes, but is not limited
to, the authority to:

(a) Effect the assignment of, or the
declaration of trust with respect to, in-
sured security instruments to place
them in trust with the United States of
America as trustee for the benefit of
any holder of the promissory note or
bond secured by such security instru-
ment.

7 CFR Ch. XVIIlI (1-1-02 Edition)

(b) Acknowledge receipt of notice of
sale or assignment of insured loans and
security instruments.

(c) Appoint or request the appoint-
ment of substitute trustees in deeds of
trust.

(d) Execute proofs of claim in bank-
ruptcy, death, and other cases.

(e) Consent to sale or assignment of,
or sell or assign, direct or insured loans
and security instruments (except that
in the case of Agency asset sales, Dis-
trict Directors and County Supervisors
are delegated the authority to assign
security instruments), endorsements,
reinsurance agreements, or other in-
struments in connection therewith;
and execute agreements to insure and
reinsure, and to purchase and repur-
chase insured loans and security in-
struments.

(f) Compromise, adjust, cancel or
charge off indebtedness (except that
County Supervisors are delegated au-
thority to approve all settlements of
sections 502 and 504 single family hous-
ing debt(s)).

(g) Modify contracts and other in-
struments and compromise claims
owed to the Farmers Home Adminis-
tration or its successor agency under
Public Law 103-354 and covered by the
Federal Claims Collection Act of 1966
and the joint regulations issued under
it by the Attorney General and the
Comptroller General as provided for in
applicable program regulations.

(h) Perform all actions pertaining to
the sale (or other disposal) of real or
chattel property or interests therein
and to execute and deliver bills of sale
or other instruments to effect such sale
(or disposition), which includes but is
not limited to offering property for
sale; advertising; receiving and accept-
ing offers or bids; and closing sale
transactions, including the collection
of sale proceeds, and delivery of quit-
claim deeds, easements, and right-of-
way conveyances after those docu-
ments have been executed. The author-
ity to execute any deeds of conveyance
of inventory real property, including
quitclaim deeds, easements, rights-of-
way, or sale of any use rights is re-
served to the State Director, and this
authority may not be redelegated.

(i) Approve and consent to transfers
of security property to other parties



RHS, RBS, RUS, FSA, USDA

with or without assumption of debts;
and approve and accept transfers of se-
curity property or interests therein to
the United States of America, and exe-
cute release from liability after deter-
mination is made in accordance with
applicable program regulations.

(j) Execute and deliver, or approve in
writing, suspensions, releases or termi-
nations of assignments, of income, re-
newals, extensions, partial and full re-
leases and satisfactions of security,
and personal or indemnity liability for
indebtedness, waivers, subordination
agreements, severance agreements, af-
fidavits, acknowlegements, certificates
of residence, evidence of consent, and
other instruments or documents.

(k) Accelerate and declare entire real
estate or chattel indebtedness due and
payable, foreclose or request fore-
closure of real estate security instru-
ments by exercise of power of sale or
otherwise, and bid for and purchase at
any foreclosure or other sale or other-
wise acquire real property pledged,
mortgaged, conveyed, attached, or lev-
ied upon to collect indetedness, and ac-
cept title to any property so purchased
or acquired.

(1) Require and accept further or ad-
ditional security.

(m) Accelerate and declare entire
non-real estate indebtedness due and
payable, and foreclose or request fore-
closure of chattel security instruments
by exercise of power of sale or other-
wise.

(n) Bid for and purchase at any fore-
closure or other sale, or otherwise ac-
quire personal property pledged, mort-
gaged, conveyed, attached, or levied
upon to collect indebtedness, and ac-
cept title to any property so purchased
or acquired.

(o) Take possession of, maintain, and
operate security or acquired real or
personal property or interests therein,
sell or otherwise dispose of such per-
sonal property, and execute and deliver
contracts, caretaker’s agreements,
leases, and other instruments in con-
nection therewith, as appropriate.

(p) Execute proofs of loss on insur-
ance contracts and endorse without re-
course loss payment drafts and checks.

(q) Issue, publish and serve notices
and other instruments.

§1900.4

(r) File or record instruments, wheth-
er separate instruments, or by making
marginal entries, or by use of other
methods permissible under State law.

[44 FR 18162, Mar. 27, 1979, as amended at 47
FR 5700, Feb. 8, 1982; 50 FR 23901, June 7, 1985;
52 FR 44375, Nov. 19, 1987; 56 FR 6946, Feb. 21,
1991]

§1900.3 State, district, and county of-
fice employees.

The following officials and employees
of the Farmers Home Administration
or its successor agency under Public
Law 103-354, in accordance with appli-
cable laws, and the regulations imple-
menting these laws, for and on behalf
of, and in the name of the United
States of America or the Farmers
Home Administration or its successor
agency under Public Law 103-354, are
also severally authorized within the
area of their respective jurisdictions to
perform the acts specified in para-
graphs (g) through (r) of §1900.2; and
within their loan approval authority to
sell or otherwise dispose of real or
chattel property or interests therein
and to execute and deliver bills of sale
or other instruments to effect such sale
or disposition: Chief, Farmer Pro-
grams/Specialist; Chief, Rural Housing/
Specialist; Chief, Community Pro-
grams/Specialist; Chief, Business and
Industry/Specialist; Chief, Community
and Business Programs/Specialist;
Chief, Appraisal Staff/Appraiser; Chief,
Underwriting Staff/Underwriter; Chief,
Underwriting and Appraisal Staff;
Chief, Servicing and Inventory Staff/
Credit Management Specialist/Realty
Specialist; each District Director, As-
sistant District Director, Loan Spe-
cialist General, County (including Par-
ish) Supervisor, Emergency Loan Su-
pervisor, Assistant Emergency Loan
Supervisor, or other supervisor or as-
sistant supervisor, and in the absence
or disability of any such official or em-
ployee, the person acting in the posi-
tion.

[50 FR 23902, June 7, 1985, as amended at 55
FR 43325, Oct. 29, 1990]

§1900.4 Ratification.

All written instruments affecting
title to real or personal property, in-
cluding but not limited to deeds, re-
leases, satisfactions, subordination



§1900.5

agreements, severance agreements,
consents, waivers, assignments, dec-
larations of trust, and heretofore exe-
cuted by officials or employees of the
agencies or other entities referred to in
§1900.1 to carry out any purpose au-
thorized by law, incident to the admin-
istration of programs under the juris-
diction of said agencies or other enti-
ties, are hereby approved, confirmed,
and ratified.

[44 FR 18162, Mar. 27, 1979]

§1900.5 Assignment of cases.

The State Director may, in writing,
assign responsibilities and functions to
a different office or staff position with-
in the FmHA or its successor agency
under Public Law 103-354 State organi-
zational structure other than that re-
ferred to in regulations, provided no
benefits, rights, or opportunities of the
public are changed.

[65 FR 43325, Oct. 29, 1990]

§1900.6 Chair, Loan Resolution Task
Force.

The Chair, Loan Resolution Task
Force is delegated the following au-
thorities, to be exercised until Sep-
tember 30, 1996:

(a) The responsibility for, under ap-
plicable Farmers Home Administration
or its successor agency under Public
Law 103-354 regulations, collecting and
settling all delinquent direct Farmer
Program loans as defined in the Con-
solidated Farm and Rural Development
Act, as amended, that have received all
primary servicing rights and pre-accel-
eration homestead and preservation
loan servicing rights under 7 CFR part
1951, subpart S;

(b) The responsibility for making and
directing the making of loan servicing
decisions, under applicable Farmers
Home Administration or its successor
agency under Public Law 103-354 regu-
lations, concerning delinquent direct
Farmer Programs loans for which ac-
crued principal and interest equals or
exceeds one million dollars, to extend
to borrowers their remaining primary
servicing rights and pre-acceleration
homestead and preservation loan serv-
icing rights under 7 CFR part 1951, sub-
part S;

10
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(c) Authority for approving the grant
of exceptions pursuant to §§1951.916,
1955.21, 1956.99 and 1965.35 of this chap-
ter, to the extent necessary to carry
out the responsibilities described in
paragraphs (a) and (b) of this section.

[59 FR 43441, Aug. 24, 1994]

§1900.7 Effect on other regulations.

This subpart does not revoke or mod-
ify any other delegation or redelega-
tion, instruction, procedure, or regula-
tion issued by, or under authority of,
the Administrator of the Farmers
Home Administration or its successor
agency under Public Law 103-354.

[44 FR 18162, Mar. 27, 1979. Redesignated at 55
FR 43325, Oct. 29, 1990. Further redesignated
at 59 FR 43441, Aug. 24, 1994]

Subpart B—Adverse Decisions and
Administrative Appeals

SOURCE: 60 FR 67318, Dec. 29, 1995, unless
otherwise noted.

§1900.51 Definitions.

Act means the Federal Crop Insur-
ance Reform and Department of Agri-
culture Reorganization Act of 1994,
Public Law No. 103-354 (7 U.S.C. 6991 et
seq.).

Agency means the Rural Utilities
Service (RUS), the Rural Housing Serv-
ice (RHS), and the Rural Business-Co-
operative Development Service (RBS),
or their successor agencies.

Refer to 7 CFR 11.1 for other defini-
tions applicable to appeals of adverse
decisions covered by this subpart.

§1900.52 General.

This subpart specifies procedures for
use by USDA personnel and program
participants to ensure that full and
complete consideration is given to pro-
gram participants who are affected by
an agency adverse decision.

§1900.53 Applicability.

(a) Appeals of adverse decisions cov-
ered by this subpart will be governed
by 7 CFR part 11.

(b) The provisions of this subpart
apply to adverse decisions concerning
direct loans, loan guarantees, and
grants under the following programs:



RHS, RBS, RUS, FSA, USDA

RUS Water and Waste Disposal Facil-
ity Loans and Grants Program; RHS
Housing and Community Facilities
Loan Programs; RBS Loan, Grant, and
Guarantee Programs and the Inter-
mediary Relending Program; and deter-
minations of the Rural Housing Trust
1987-1 Master Servicer.

(c) This subpart does not apply to de-
cisions made by parties outside an
agency even when those decisions are
used as a basis for decisions falling
within paragraph (b) of this section, for
example: decisions by state govern-
mental construction standards-setting
agencies (which may determine wheth-
er RHS will finance certain houses);
Davis-Bacon wage rates; flood plain de-
terminations; archaeological and his-
torical areas preservation require-
ments; and designations of areas inhab-
ited by endangered species.

§1900.54 Effect on assistance pending
appeal.

(a) Assistance will not be discon-
tinued pending the outcome of an ap-
peal of a complete or partial adverse
decision.

(b) Notwithstanding the provisions of
paragraph (a) of this section, adminis-
trative offsets initiated under subpart
C of part 1951 will not be stayed pend-
ing the outcome of an appeal and any
further review of the decision to ini-
tiate the offset.

§1900.55 Adverse action procedures.

(a) If an applicant, guaranteed lend-
er, a holder, borrower or grantee is ad-
versely affected by a decision covered
by this subpart, the decision maker
will inform the participant of the ad-
verse decision and whether the adverse
decision is appealable. A participant
has the right to request the Director of
NAD to review the agency’s finding of
nonappealability in accordance with 7
CFR 11.6(a). In cases where the adverse
decision is based on both appealable
and nonappealable actions, the adverse
action is not appealable.

(b) A participant affected by an ad-
verse decision of an agency is entitled
under section 275 of the Act to an op-
portunity for a separate informal meet-
ing with the agency before com-
mencing an appeal to NAD under 7 CFR
part 11.
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(c) Participants also have the right
under section 275 of the Act to seek
mediation involving any adverse deci-
sion appealable under this subpart if
the mediation program of the State in
which the participant’s farming oper-
ation giving rise to the decision is lo-
cated has been certified by the Sec-
retary for the program involved in the
decision. An agency shall cooperate in
such mediation. Any time limitation
for appeal will be stayed pending com-
pletion of the mediation process (7T CFR
11.5(c)).

§1900.56 Non-appealable decisions.

The following are examples of deci-
sions which are not appealable:

(a) Decisions which do not fall within
the scope of this subpart as set out in
§1900.53.

(b) Decisions that do not meet the
definition of an ‘‘adverse decision”
under 7 CFR part 11.

(c) Decisions involving parties who
do not meet the definition of ‘‘partici-
pant’” under 7 CFR part 11.

(d) Decisions with subject matters
not covered by 7 CFR part 11.

(e) Interest rates as set forth in agen-
cy procedures, except for appeals alleg-
ing application of an incorrect interest
rate.

(f) The State RECD Director’s refusal
to request an administrative waiver
provided for in agency program regula-
tions.

(g) Denials of assistance due to lack
of funds or authority to guarantee.

§1900.57 [Reserved]
EXHIBIT A TO SUBPART B [RESERVED]

EXHIBIT B-1 TO SUBPART B—LETTER FOR
NOTIFYING APPLICANTS, LENDER,
HOLDERS AND BORROWERS OF AD-
VERSE DECISIONS WHERE THE DECI-
SION IS APPEALABLE

UNITED STATES DEPARTMENT OF
AGRICULTURE

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert Address)

Date
Dear
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After careful consideration, we [were un-
able to take favorable action on your appli-
cation/request for Farmers Home Adminis-
tration or its successor agency under Public
Law 103-354 services] [are cancelling/reduc-
ing the assistance you are presently receiv-
ing]. The specific reasons for our decision
are:

(Insert here the adverse decision and all of
the specific reasons for the adverse action.)

If you have any questions concerning the
decision or the facts used in making our de-
cision and desire further explanation, you
may call or write the County Office (insert
phone number) to request a meeting with
(this office) (The County Committee) within
15 calendar days of the date of this letter.
You should present any new information or
evidence along with possible alternatives for
our consideration. You may also bring a rep-
resentative [or legal counsel] with you. You
also have the right to appeal this decision to
a hearing officer in lieu of, or in addition to,
a meeting with [this office] [the County
Committee]. See attachment for your appeal
rights. (Attach Form FmHA or its successor
agency under Public Law 103-354 1900-1.) (For
guaranteed loans, except loss claims, the ap-
plicant and lender must jointly request a
meeting and/or an appeal.)

If you do not wish a meeting, as outlined
above, a request for a hearing must be sent
to the Area Supervisor, National Appeals
Staff (address) , postmarked no
later than (month) - , (date)

(insert date 30 days from date of letter.)

The Federal Equal Credit Opportunity Act
prohibits creditors from discriminating
against credit applicants on the basis of
race, color, religion, national origin, sex,
marital status, handicap, or age (provided
that the applicant has the capacity to enter
into a binding contract), because all or part
of the applicant’s income derives from any
public assistance program, or because the ap-
plicant has in good faith exercised any right
under the Consumer Credit Protection Act.
The Federal Agency that administers com-
pliance with the law concerning this creditor
is the Federal Trade Commission, Equal
Credit Opportunity, Washington, DC 20580.

Sincerely,

(Decision Maker)
(County Supervisor may sign for
Committee)

County

(Title)
[55 FR 9874, Mar. 16, 1990]
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EXHIBIT B-2 TO SUBPART B—LETTER FOR
NOTIFYING APPLICANTS, LENDERS
AND HOLDERS AND BORROWERS OF
UNFAVORABLE DECISION REACHED AT
THE MEETING

UNITED STATES DEPARTMENT OF
AGRICULTURE

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert Address)

Date

Dear :

We appreciated the opportunity to review
the facts relative to [your application/re-
quest for FmHA or its successor agency
under Public Law 103-354 services] [the as-
sistance you are presently receiving]. We re-
gret that our meeting with you did not re-
sult in a satisfactory conclusion.

(Insert here the adverse decision and all the
specific reasons for the adverse action).

See attachment for your appeal rights.
(Attach Form FmHA or its successor agency
under Public Law 103-354 1900-1) (For guaran-
teed loans, except loss claims, the applicant
and lender must jointly request an appeal.)

A request for a hearing must be sent to the
Area Supervisor, National Appeals Staff

) , Dbostmarked mno later than
(month) - , (date) -

(insert date 30 days from date of letter.)

The Federal Equal Credit Opportunity Act
prohibits creditors from discriminating
against credit applicants on the basis of
race, color, religion, national origin, sex,
marital status, handicap, or age (provided
that the applicant has the capacity to enter
into a binding contract), because all or part
of the applicant’s income derives from any
public assistance program, or because the ap-
plicant has in good faith exercised any right
under the Consumer Credit Protection Act.
The Federal Agency that administers com-
pliance with the law concerning this creditor
is the Federal Trade Commission, Equal
Credit Opportunity, Washington, DC 20580.

Sincerely,

(Decision Maker)
(County Supervisor may sign for County
Committee)

(Title)
[55 FR 9874, Mar. 16, 1990]
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EXHIBIT B-3 TO SUBPART B—LETTER FOR
NOTIFYING APPLICANTS, LENDER,
HOLDERS AND BORROWERS OF AD-
VERSE DECISIONS WHERE THE DECI-
SION INVOLVES AN APPRAISAL (NOT
To BE USED IN CASES INVOLVING
FARMER PROGRAM PRIMARY LOAN
SERVICING ACTIONS)

UNITED STATES DEPARTMENT OF
AGRICULTURE

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert Address)

Date

Dear :

After careful consideration, we [were un-
able to take favorable action on your appli-
cation/request for Farmers Home Adminis-
tration or its successor agency under Public
Law 103-354 services] [are cancelling/reduc-
ing the assistance you are presently receiv-
ing]. The specific reasons for our decision
are:

(Insert here the adverse decision and all of
the specific reasons for the adverse action.)

If you have any questions concerning the
decision or the facts used in making our de-
cision and desire further explanation, you
may call or write the County Office (insert
phone number) to request a meeting with
(this office) (The County Committee) within
15 calendar days of the date of this letter.
You should present any new information or
evidence along with possible alternatives for
our consideration. You may also bring a rep-
resentative or legal counsel with you.

If you do not wish to have a meeting as
outlined above, you may contest the ap-
praisal of the property value. In order to
contest the appraisal you must first request
review of the appraisal by the FmHA or its
successor agency under Public Law 103-354
State Director. Your request for review by
the State Director should be made through
our office. You will be advised of the results
of the State Director’s review. If after the
State Director’s review you still disagree
with the appraisal you may request a hear-
ing. When you receive the results of the
State Director’s review you will be advised
on how to ask for a hearing. Your request for
review of the appraisal must be postmarked
no later than (month) , (date)

(insert date 15 days from date of let-
ter).

The Federal Equal Credit Opportunity Act
prohibits creditors from discriminating
against credit applicants on the basis of
race, color, religion, national origin, sex,
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marital status, handicap, or age (provided
that the applicant has the capacity to enter

[55 FR 9874, Mar. 16, 1990]

EXHIBIT B-4 TO SUBPART B—LETTER FOR
NOTIFYING APPLICANTS, LENDERS
AND HOLDERS AND BORROWERS OF
UNFAVORABLE DECISION REACHED
AFTER STATE DIRECTOR REVIEW OF
AN APPRAISAL (NOT To BE USED IN
CASES INVOLVING FARMER PROGRAM
PRIMARY LOAN SERVICING ACTIONS)

UNITED STATES DEPARTMENT OF
AGRICULTURE

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert Address)

Date

Dear :

At your request we have reviewed the ap-
praisal of the property you wish to purchase.
We have determined that the value estimate
of the property is both supportable and de-
fensible (as required by FmHA or its suc-
cessor agency under Public Law 103-354 regu-
lations and appraisal industry standards)
and therefore acceptable.

You have the right to appeal this decision.
You must show why the appraisal is in error.
You may submit an independent appraisal,
at your expense, from a qualified appraiser
who is a designated member of [the Amer-
ican Institute of Real Estate Appraisers, So-
ciety of Real Estate Appraisers, American
Society of Farm Managers and Rural Ap-
praisers, etc.,] or an equivalent organization
requiring appraisal education, testing and
experience. The appraisal must conform to
Agency Appraisal regulations applicable to
the loan program.

See attachment for your appeal rights.

A request for a hearing must be sent to the
Area Supervisor, National Appeals Staff (ad-
dress) , postmarked no later than
(month) , (date) s

(insert date 30 days from date of letter)

The Federal Equal Credit Opportunity Act
prohibits creditors from discriminating
against credit applicants on the basis of
race, color, religion, national origin, sex,
marital status, handicap, or age (provided
that the applicant has the capacity to enter
into a binding contract), because all or part
of the applicant’s income derives from any
public assistance program, or because the ap-
plicant has in good faith exercised any right
under the Consumer Credit Protection Act.
The Federal Agency that administers com-
pliance with the law concerning this creditor
is the Federal Trade Commission, Equal
Credit Opportunity, Washington, DC 20580.
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Sincerely,

(State Director)
[565 FR 9875, Mar 16, 1990]

EXHIBIT C TO SUBPART B—LETTER FOR
NOTIFYING APPLICANTS, LENDERS,
HOLDERS, AND BORROWERS OF AD-
VERSE DECISIONS WHEN PART OR
ALL OF THE DECISION Is NOT AP-
PEALABLE [NOT USED IN CONNECTION
WITH DECISIONS RELATED TO NON-
PROGRAM APPLICANTS, BORROWERS,
OR PROPERTY]

UNITED STATES DEPARTMENT OF
AGRICULTURE

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert Address)

(Date)

Dear :

After careful consideration we [were un-
able to take favorable action on your appli-
cation/request for Farmers Home Adminis-
tration or its successor agency under Public
Law 103-354 services] [are cancelling/reduc-
ing the assistance you are presently receiv-
ing].

(Insert and number all of the specific reasons
for the adverse action. Examples of non-
appealable reasons are listed in §1900.55(a)).

If you have any questions about this ac-
tion, we would like the opportunity to ex-
plain in detail why your request has not been
approved, explain any possible alternative,
or provide any other information you would
like. You may bring any additional informa-
tion you may have and you may bring a rep-
resentative or counsel if you wish. Please
call (telephone number) for an appointment.

Applicants and borrowers generally have a
right to appeal adverse decisions, but FmHA
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or its successor agency under Public Law
103-354 decisions based on certain reasons are
not appealable. We have determined that the
reason(s) numbered for the decision
in this case make(s) the decision not appeal-
able under FmHA or its successor agency
under Public Law 103-354 regulations. You
may, however, write the Area Supervisor,
National Appeals Staff (insert address) for a
review of the accuracy of our finding that
the decision is not appealable, postmarked
no later than (month) , (date)

(insert date 30 days from date of letter).

The Federal Equal Credit Opportunity Act
prohibits creditors from discriminating
against credit applicants on the basis of
race, color, religion, national origin, sex,
marital status, handicap, or age (provided
that the applicant has the capacity to enter
into a binding contract), because all or part
of the applicant’s income derives from any
public assistance program, or because the ap-
plicant has in good faith exercised any right
under the Consumer Credit Protection Act.
The Federal Agency that administers com-
pliance with the law concerning this creditor
is the Federal Trade Commission, Equal
Credit Opportunity, Washington, DC 20580.

Sincerely,

(Decision Maker)
(County Supervisor may sign for County
Committee)

(Title)

[656 FR 9875, Mar. 16, 1990, as amended at 58
FR 52646, Oct. 12, 1993]

EDITORIAL NOTE: At 58 FR 52646, Oct. 12,
1993, the Farmers Home Administration at-
tempted to amend exhibit C of subpart B of
part 1900 by removing in the second para-
graph the words ‘‘(month) ,”’; how-
ever, because ‘‘(month) > does not
exist in the second paragraph, this amend-
ment could not be incorporated.

EXHIBIT D TO SUBPART B—HEARINGS/REVIEW OFFICER DESIGNATIONS

HEARING/REVIEW OFFICER DESIGNATIONS

Decisionmaker or decision

Hearing officer

Review officer

County SUPEIVISOT .....ccccovereiiieiiiienienieeeas
County COmMMIttee ......ccovevvevveveeerrireens

*District Director, *State Program Chief,
*District Specialist.

*State Director, *Regional Director ..........

peals Staff.

Division Director or Assistant Adminis-
trator.

Assistant Administrator ................ccccceeeene

peals Staff.

peals Staff.

National Appeals Staff Hearing Officer ....
National Appeals Staff Hearing Officer ....
National Appeals Staff Hearing Officer ....
As appointed by Director, National Ap-
As appointed by Director, National Ap-

As appointed by Director, National Ap-

State Director and/or Director, National
Appeals Staff.

State Director and/or Director, National
Appeals Staff.

**State Director and/or Director, National
Appeals Staff.

Director, National Appeals Staff.

Director, National Appeals Staff.

Director, National Appeals Staff.
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§1900.102

HEARING/REVIEW OFFICER DESIGNATIONS—Continued

Decisionmaker or decision

Hearing officer

Review officer

Deputy or Associate Administrator

peals Staff.

As appointed by Director, National Ap-

Director, National Appeals Staff.

*Decisionmaker for Rural Development Administration or its successor agency under Public Law 103-354 (RDA or its suc-
cessor agency under Public Law 103-354) cases for Regional Office Operations.
**Review officer will be the Regional Director and/or the Director, National Appeals Staff for RDA or its successor agency

under Public Law 103-354 cases.

NOTES

1. District Director also means Assistant
District Director or District Loan Specialist.

2. County Supervisor also means Assistant
County Supervisor with loan approval au-
thority.

3. The Director of the National Appeals
Staff may designate a staff member to con-
duct a hearing or review. When the hearing/
review is completed, the designee will send
the complete case file, hearing notes, tape
recordings, and a recommended decision to
the Director for a final decision. The Direc-
tor may, for individual cases, delegate final
decision authority to a designee.

4. For decisions not directly covered above,
advice should be sought from the Director of
the National Appeals Staff.

5. An appellant may elect to have an ap-
peal reviewed by the State Director, or the
Director of the National Appeals Staff. The
decision of the State Director will be subject
to further review by the Director of the Na-
tional Appeals Staff upon request of the ap-
pellant.

[58 FR 4065, Jan. 13, 1993]

Subpart C—Applicability of
Federal Law

§1900.101 General.

This subpart provides Agency policy
concerning:

(a) The applicability of Federal rath-
er than State Law in the conduct of
Farmers Home Administration (FmHA)
or its successor agency under Public
Law 103-354 operations, and

(b) The liability of an auctioneer for
conversion of personal property mort-
gaged to FmHA or its successor agency
under Public Law 103-354.

[44 FR 10979, Feb. 26, 1979, as amended at 45
FR 8934, Feb. 11, 1980]

§1900.102 Applicable law.

Loans made by FmHA or its suc-
cessor agency under Public Law 103-354
are authorized and executed pursuant
to Federal programs adopted by Con-
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gress to achieve national purposes of
the U.S. Government.

(a) Instruments evidencing or secur-
ing a loan payable to or held by the
Farmers Home Administration or its
successor agency under Public Law 103—
3564, such as promissory notes, bonds,
guaranty agreements, mortgages, deeds
of trust, financing statements, security
agreements, and other evidences of
debt or security shall be construed and
enforced in accordance with applicable
Federal law.

(b) Instruments evidencing a guar-
antee, conditional commitment to
guarantee, or a grant, such as con-
tracts of guarantee, grant agreements
or other evidences of an obligation to
guarantee or make a grant, executed
by the Farmers Home Administration
or its successor agency under Public
Law 103-354, shall be construed and en-
forced in accordance with applicable
Federal law.

(c) In order to implement and facili-
tate these Federal loan programs, the
application of local procedures, espe-
cially for recordation and notification
purposes, may be utilized to the fullest
extent feasible and practicable. How-
ever, the use of local procedures shall
not be deemed or construed to be any
waiver by FmHA or its successor agen-
cy under Public Law 103-354 of Federal
immunity from any local control, pen-
alty, or liability, or to subject FmHA
or its successor agency under Public
Law 103-354 to any State required acts
or actions subsequent to the delivery
by FmHA or its successor agency under
Public Law 103-354 officials of the in-
strument to the appropriate local or
State official.

(d) Any person, corporation, or orga-
nization that applies for and receives
any benefit or assistance from FmHA
or its successor agency under Public
Law 103-354 that offers any assurance
or security upon which FmHA or its
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successor agency under Public Law 103—
354 relies for the granting of such ben-
efit or assistance, shall not be entitled
to claim or assert any local immunity,
privilege, or exemption to defeat the
obligation such party incurred in ob-
taining or assuring such Federal ben-
efit or assistance.

(e) The liability of an auctioneer for
conversion of personal property mort-
gaged to FmHA or its successor agency
under Public Law 103-354 shall be de-
termined and enforced in acceptance
with the applicable Federal law. ‘‘Auc-
tioneer” for the purposes of this sub-
part includes a commission merchant,
market agency, factor or agent. In all
cases in which there has been a disposi-
tion without authorization by FmHA
or its successor agency under Public
Law 103-354 of personal property mort-
gaged to that agency, any auctioneer
involved in said disposition shall be
liable to the Government for conver-
sion—notwithstanding any State stat-
ute or decisional rule to the contrary.

[44 FR 10979, Feb. 26, 1979]

Subpart D—Processing and Serv-
icing FmHA or Its Successor
Agency Under Public Law
103-354 Assistance to Em-
ployees, Relatives, and Asso-
ciates

SOURCE: 58 FR 224, Jan. 5, 1993, unless oth-
erwise noted.

§1900.151 General.

(a) Farmers Home Administration
(FmHA) or its successor agency under
Public Law 103-354 Instruction 2045-BB
(available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) requires the maintenance of
high standards of honesty, integrity,
and impartiality by employees. To re-
duce the potential for employee con-
flict of interest, any processing, ap-
proval, servicing or review activity, in-
cluding access through automated in-
formation systems, is conducted only
by authorized FmHA or its successor
agency under Public Law 103-354 em-
ployees who:

(1) Are not themselves the recipient.

(2) Are not members of the family or
known close relatives of the recipient.
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(3) Do not have an immediate work-
ing relationship with the recipient, the
employee related to the recipient, or
the employee who would normally con-
duct the activity.

(4) Do not have a business or close
personal association with the recipient.

(b) No provision of this subpart takes
precedence over individual program re-
quirements or restrictions, especially
those restrictions found in FmHA or
its successor agency under Public Law
103-354 Instruction 2045-BB (available
in any FmHA or its successor agency
under Public Law 103-354 office) relat-
ing to eligibility for FmHA or its suc-
cessor agency under Public Law 103-354
assistance of FmHA or its successor
agency under Public Law 103-354 em-
ployees, members of families of em-
ployees, close relatives, or business or
close personal associates of employees.

(c) The determination of a case’s
need for special handling under the
provisions of this subpart is not an ad-
verse action and, therefore, is not sub-
ject to appeal.

§1900.152

Applicant or borrower. All persons or
organizations, individually or collec-
tively, applying for or receiving in-
sured or guaranteed loan or grant as-
sistance from or through FmHA or its
successor agency under Public Law 103—
3564. Referred to as recipient.

Assistance. Loans or grants made, in-
sured or guaranteed, or serviced by
FmHA or its successor agency under
Public Law 103-354.

Associates. All persons with whom an
employee has a business or close per-
sonal association or immediate work-
ing relationship.

Business association. Business rela-
tionship between those with an iden-
tity of financial interest; including but
not limited to a business partnership,
being an officer, director, trustee, part-
ner or employee of an organization, or
other long-term contractual relation-
ship.

Close personal association. Social rela-
tionship between unrelated residents of
the same household.

Close relatives. The spouse, relatives
and step-relatives of an employee or
the employee’s spouse, including
Grandmother, Grandfather, Mother,

Definitions.
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Father, Aunt, Uncle, Sister, Brother,
Daughter, Son, Niece, Nephew, Grand-
daughter, Grandson, and First Cousin.

Conflict of interest. A situation (or the
appearance of one) in which one could
reasonably conclude that an FmHA or
its successor agency under Public Law
103-354 employee’s private interest con-
flicts with his or her Government du-
ties and responsibilities, even though
there may not actually be a conflict.

Employee. A1l FmHA or its successor
agency under Public Law 103-354 per-
sonnel, including gratuitous employees
and those negotiating for or having ar-
rangements for prospective employ-
ment, except as otherwise specifically
stated. For the purposes of this in-
struction only, the term also refers to
county or area committee members,
elected or appointed, and to closing
agents who, although they are not em-
ployees, have a special relationship to
FmHA or its successor agency under
Public Law 103-354 and therefore
should be subject to these provisions.

Immediate working relationship. A rela-
tionship between a subordinate and a
supervisor in a direct line, or between
co-workers in the same office. For the
purposes of this subpart, the relation-
ships among a County Supervisor and
members of the local County Com-
mittee are immediate working rela-
tionships.

Members of family. Blood and in-law
relatives (such as by marriage or adop-
tion) who are residents of the employ-
ee’s household.

Recipient. One who has applied for or
received FmHA or its successor agency
under Public Law 103-354 financial as-
sistance in the form of a loan or grant.
See definition of applicant or borrower.

§1900.153 Identifying and reporting
an employee relationship.

(a) Responsiblity of applicant. When an
application for assistance is filed, the
processing official asks if there is any
known relationship or association with
an FmHA or its successor agency under
Public Law 103-354 employee. The ap-
plicant is required to disclose the re-
quested information under subpart A of
part 1910 of this chapter and pertinent
program regulations.

(b) Responsibility of FmHA or its suc-
cessor agency under Public Law 103-354
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employee. An FmHA or its successor
agency under Public Law 103-354 em-
ployee who knows he or she is related
to or associated with an applicant or
recipient, regardless of whether the re-
lationship or association is known to
others, is required to notify the FmHA
or its successor agency under Public
Law 103-354 official who is processing
or servicing the assistance, in writing.
FmHA or its successor agency under
Public Law 103-354 Guide Letter 1900-
D-1 (available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) may be used as the notice. If the
appropriate official is not known, the
State Director should be notified. Re-
gardless of whether the relationship or
association is defined in §1900.152 of
this subpart, if the employee believes
there may be a potential conflict of in-
terest, the FmHA or its successor agen-
cy under Public Law 103-354 official
who is processing or servicing the as-
sistance may be notified and special
handling requested. An employee’s re-
quest that the case receive special han-
dling is usually honored.

(c) Responsibility of FmHA or its suc-
cessor agency under Public Law 103-354
official. When any relationship or asso-
ciation is identified, the FmHA or its
successor agency under Public Law 103—
354 official completes and submits
FmHA or its successor agency under
Public Law 103-354 Guide Letter 1900-
D-2 (available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) to the State Director (or Admin-
istrator, under paragraph (e) of this
section or §1900.155(a) of this subpart).
When completed FmHA or its successor
agency under Public Law 103-354 Guide
Letter 1900-D-3 (available in any
FmHA or its successor agency under
Public Law 103-354 office) is returned
by the State Director, the processing
official;

(1)-(2) [Reserved]

(3) Notifies the recipient in writing of
the change in responsibility and any
other pertinent information,

(4) [Reserved]

(d) Relationship or association estab-
lished after application for FmHA or its
successor agency under Public Law 103-
354 assistance. If a relationship or asso-
ciation is established after an applica-
tion has been filed or assistance has
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been provided, both recipient and em-
ployee are required to mnotify the
FmHA or its successor agency under
Public Law 103-354 official who is proc-
essing or servicing the assistance.
FmHA or its successor agency under
Public Law 103-354 Guide Letter 1900-
D-1 (available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) may be used for the notice.

(e) Relationship or association with a
State Office, Finance Office or National
Office employee. If an identified rela-
tionship or association is with an em-
ployee at a State Office (other than a
State Director), Finance Office or Na-
tional Office, the processing/servicing
official completes and submits FmHA
or its successor agency under Public
Law 103-354 Guide Letter 1900-D-2
(available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) to the State Director in the nor-
mal manner. The State Director re-
views the information, determines the
need for special handling, designates
the processing/servicing official, com-
pletes and submits FmHA or its suc-
cessor agency under Public Law 103-354
Guide Letter 1900-D-3 (available in any
FmHA or its successor agency under
Public Law 103-354 office) to the Ad-
ministrator for written concurrence.
When the Administrator’s concurrence
is received, the State Director returns
completed FmHA or its successor agen-
cy under Public Law 103-354 Guide Let-
ter 1900-D-3 to the original official who
completes the action described in para-
graph (c) of this section.

(f) Relationship or association with a
State Director. If an identified relation-
ship or association is with a State Di-
rector, the processing/servicing official
completes and submits FmHA or its
successor agency under Public Law 103-
354 Guide Letter 1900-D-2 (available in
any FmHA or its successor agency
under Public Law 103-354 office) to the
Administrator. The Administrator re-
views, determines the need for special
handling, designates the processing/
servicing official, completes and re-
turns FmHA or its successor agency
under Public Law 103-354 Guide Letter
1900-D-3 (available in any FmHA or its
successor agency under Public Law 103—
354 office) to the original official who
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completes the action described in para-
graph (c¢) of this section.

(g) Change in relationship or associa-
tion, status of FmHA or its successor
agency under Public Law 103-354 assist-
ance, or employee’s duty station. If the
relationship or association has
changed, the application denied or the
assistance otherwise terminated, or the
FmHA or its successor agency under
Public Law 103-354 employee’s duty
station changed, the designated proc-
essing/servicing official completes
FmHA or its successor agency under
Public Law 103-354 Guide Letter 1900-
D-2 (available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) with the new information and
submits it. The review process takes
place as described in paragraphs (a)
through (e) of this section to determine
if processing/servicing activity may re-
turn to normal or requires another
change. If the assistance is denied or
otherwise terminated, the designated
official notifies the original official.

§1900.154 Determining the need for
special handling.

The State Director (or Adminis-
trator, under §1900.153(e) or §1900.155(a)
of this subpart):

(a) [Reserved]

(b) Determines whether the reported
relationship or association is defined in
§1900.152 of this subpart and would vio-
late the provisions of §1900.151(a) of
this subpart,

(c)-(f) [Reserved]

§1900.155 Designating the processing/
servicing official.

(a) Designating an official with equiva-
lent authority. The State Director (or
Administrator, under §1900.253(e) of
this subpart or this paragraph) des-
ignates a nonrelated or nonassociated
FmHA or its successor agency under
Public Law 103-354 official authorized
to conduct the activity under program
regulations, established delegation of
authority and approval authority
under subpart A of part 1901 of this
chapter, and whose duty station is
most convenient to the recipient and
to the security property. A type and/or
amount of assistance processed or serv-
iced by a County Supervisor or at a
County Office should be assigned only
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to another County Supervisor or Coun-
ty Office. A type and/or amount of as-
sistance processed or serviced by a Dis-
trict Director or at a District Office
should be assigned only to another Dis-
trict Director or District Office.

(b) County Committee. For processing
or servicing decisions to be made by a
County Committee, if the recipient is a
member, a different County Committee
is designated. If the recipient is related
to or associated with the member, not-
withstanding the provisions of
§1900.151(a)(3) of this subpart, the State
Director may permit the decision to be
made by the local committee, if the re-
lated/associated member abstains.

(c) [Reserved]

§1900.156 Special
essing.

(a) [Reserved]

(b) Eligibility determination. The des-
ignated processing official reviews the
application and develops additional
data as necessary. Upon determination
of whether the assistance will be pro-
vided, the designated processing offi-
cial notifies the applicant of the deci-
sion in writing under program regula-
tions, subpart A of part 1910 of this
chapter, and subpart B of part 1900. If
the determination is favorable, unless
otherwise designated, the complete ap-
plication is returned to the original
processing official for docket prepara-
tion. If the determination is unfavor-
able, the designated processing official
as decisionmaker participates in the
appeal process to its conclusion.

(c)-(e) [Reserved]

(f) Closing agent. Unless there is a
clear or apparent conflict of interest,
closing will be at a location and by a
closing agent chosen by the recipient.

(g) Supervised bank account. Unless
there is a clear or apparent conflict of
interest, any supervised bank account
(or construction account) is established
at a financial institution chosen by the
recipient under supbart A of part 1902
of this chapter. Countersignature au-
thority is delegated only to a non-
related or nonassociated FmHA or its

handling—proc-
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successor agency under Public Law 103—
354 official.

(h) Construction inspection. Construc-
tion inspections are delegated to a non-
related or nonassociated employee au-
thorized to conduct inspections, whose
duty station is nearest the construc-
tion site. The designated processing/
servicing official notifies the builder
(or architect/engineer) in writing of
how and from whom to request inspec-
tions.

§§1900.157-1900.200 [Reserved]

PART 1901—PROGRAM-RELATED
INSTRUCTIONS

Subparts A-D [Reserved]

Subpart E—Civil Rights Compliance
Requirements

1901.201 Purpose.

1901.202 Nondiscrimination in FmHA or its
successor agency under Public Law 103—
354 programs.

1901.203 Title VIII of the Civil Rights Act of
1968.

1901.204 Compliance reviews.

1901.205 Nondiscrimination in construction
financed with FmHA or its successor
agency under Public Law 103-354 loan or
grant.

EXHIBIT A TO SUBPART E—CIVIL RIGHTS COM-
PLIANCE REVIEWS

EXHIBIT B TO SUBPART E—SUMMARY REPORT
OF CIVIL RIGHTS COMPLIANCE REVIEWS

EXHIBIT C TO SUBPART E—FMHA OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW 103-
354 FINANCED CONTRACT

EXHIBIT D TO SUBPART E—GOALS AND TIME-
TABLES FOR MINORITIES AND WOMEN

EXHIBIT E TO SUBPART E—LIST OF REGIONAL
OFFICES, OFFICE OF FEDERAL CONTRACT
COMPLIANCE PROGRAMS (OFCCP), U.S.
DEPARTMENT OF LABOR (USDL)

Subpart F—Procedures for the Protection of
Historical and Archeological Properties

1901.251

1901.252

1901.253

1901.254 Scope.

1901.2565 Historical and archeological assess-
ments.

1901.256-1901.258 [Reserved]

Purpose.
Policy.
Definitions.
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1901.259 Actions to be taken when archeo-
logical properties are discovered during
construction.

1901.260 Coordination with other agencies.

1901.261 [Reserved]

1901.262 State supplement.

EXHIBIT A TO SUBPART F—NATIONAL PARK
SERVICE, U.S. DEPARTMENT OF THE INTE-
RIOR REGIONAL OFFICES

Subparts G-J [Reserved]

Subpart K—Certificates of Beneficial
Ownership and Insured Notes

1901.501
1901.502
1901.503

Purpose.

Policy.

Definitions.

1901.504 Authorities and responsibilities.

1901.505 Certificates of beneficial ownership
in FmHA or its successor agency under
Public Law 103-354 loans.

1901.506 Book-entry procedure for FmHA or
its successor agency under Public Law
103-354 securities—issuance and redemp-
tion of certificate by Reserve bank.

1901.507 Certificates of beneficial ownership
issued by the FmHA or its successor
agency under Public Law 103-354 Finance
Office.

1901.508 Servicing of insured notes out-
standing with investors.

1901.509 Loss, theft, destruction, mutila-
tion, or defacement of insured notes, in-
surance contracts, and certificates of
beneficial ownership.

Subparts L-M [Reserved]

Subpart N—Indian Outreach Program

1901.651 Purpose.

1901.652 Goals.

1901.6563 Field action.

1901.6564 FmHA or its successor agency
under Public Law 103-354 publications.

1901.655 Reports.

AUTHORITY: 5 U.S.C. 301, 7 U.S.C. 1989, 42
U.S8.C. 1480.

Subparts A-D [Reserved]

Subpart E—Civil Rights
Compliance Requirements

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 40
U.S.C. 442; 42 U.S.C. 1480, 2942.

§1901.201 Purpose.

This subpart contains policies and
procedures for implementing the regu-
lations of the Department of Agri-
culture issued pursuant to Title VI of
the Civil Rights Act of 1964, title VIII
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of the Civil Rights Act of 1968, Execu-
tive Order 11246 and the Equal Credit
Opportunity Act of 1974, as they relate
to the Farmers Home Administration
(FmHA) or its successor agency under
Public Law 103-354. Nothing herein
shall be interpreted to prohibit pref-
erence to American Indians on Indian
Reservations.

[41 FR 40112, Sept. 17, 1976]

§1901.202 Nondiscrimination in FmHA
or its successor agency under Pub-
lic Law 103-354 programs.

(a) Nondiscrimination by recipients of
FmHA or its successor agency under Pub-
lic Law 103-354 assistance. (1) No recipi-
ent of FmHA or its successor agency
under Public Law 103-354 financial as-
sistance will directly or through con-
tractual or other arrangements subject
any person or cause any person to be
subjected to discrimination on the
ground of race, color, or national ori-
gin, with respect to any program or fa-
cility. This prohibition applies but is
not restricted to unequal treatment in
priority, quality, quantity, methods, or
charges for service, use, occupancy or
benefit, participation in the service or
benefit available, or in the use, occu-
pancy or benefit of any structure, facil-
ity, or improvement provided with
FmHA or its successor agency under
Public Law 103-354 financial assistance.

(2) Specifically, and without limiting
the general applicability of this sub-
part, such recipient will not on the
grounds of race, color, or national ori-
gin:

(i) Deny any person the use, occu-
pancy, or enjoyment of the whole or
any part of real or personal property or
service, financial aid, or other benefit
under any program or facility.

(ii) Provide any person with any serv-
ice, use, occupancy, or other benefit
different from that provided others by
the program or facility.

(iii) Subject any person to segrega-
tion or separate treatment in any mat-
ter related to his or her receipt of any
service or other benefit.

(iv) Restrict in any way any person’s
enjoyment of any right, privilege, or
advantage enjoyed by others through
the facility or activity.

(v) Treat any person differently from
others in determining whether he or
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she satisfies any requirements or con-
ditions for any admission or member-
ship in the recipient or in any other or-
ganization.

(vi) Deny any person an opportunity
or restrict opportunity to participate
in a program or facility by:

(A) Refusing or failing to provide no-
tice or services provided others for the
purpose of encouraging participation in
the program or facility; or

(B) Providing any person with such
notice or services different from the
notice or services provided others.

(vii) Utilize criteria or methods of
administration that have the effect of
subjecting a person to discrimination
with respect to any program or facility
or defeating or substantially impairing
the achievement of the objectives of a
program or facility.

(viii) Select sites or locate facilities
with the purpose or effect of:

(A) Excluding individuals from, deny-
ing them the benefits of, or subjecting
them to discrimination under any pro-
grams to which the regulations in this
subpart apply; or

(B) Defeating or substantially im-
pairing the achievement of the objec-
tives of the regulations in this subpart.

(ix) Continue any previous or exist-
ing discriminatory practices, but will
take affirmative action to overcome
the effects of such discrimination.

(x) Deny any person the opportunity
to participate as a member of a plan-
ning or advisory body which is an inte-
gral part of the program.

(b) Nondiscrimination by FmHA or its
successor agency under Public Law 103—
354 employees. (1) No. FmHA or its suc-
cessor agency under Public Law 103-354
employee will exclude from participa-
tion in, or deny the benefits of, any
program or activity administered by
FmHA or its successor agency under
Public Law 103-354, or subject to dis-
crimination any person in the United
States on the ground of race, color, re-
ligion, sex, national origin, or marital
status.

(2) No FmHA or its successor agency
under Public Law 103-354 employee
will:

(i) Be limited in the discharge of his
or her responsibilities to working with
applicants solely on the basis of race,
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color, religion, sex, national origin, or
marital status.

(ii) Obstruct equal access to build-
ings, facilities, structures, or lands
under the control of FmHA or its suc-
cessor agency under Public Law 103-
354.

(iii) Deny under any program or ac-
tivity of FmHA or its successor agency
under Public Law 103-354 equal oppor-
tunity for employment; for participa-
tion in meetings, demonstrations,
training activities or programs; for re-
ceiving awards; for receipt of informa-
tion disseminated by publication, news,
radio, and other media; for obtaining
contracts, grants, loans or other finan-
cial assistance, or for selection to as-
sist in the administration of programs
or activities of FmHA or its successor
agency under Public Law 103-354.

(3) No FmHA or its successor agency
under Public Law 103-354 employee
will, while conducting official business,
participate in or attend any segregated
meetings or meetings held in a seg-
regated facility from which persons are
excluded because of race, color, reli-
gion, sex, national origin, or marital
status.

(c) Intimidating or retaliatory acts. No
recipient or other person will intimi-
date, threaten, coerce, or discriminate
against any person for the purpose of
interfering with any right or privilege
under this subpart, or because a person
has made a complaint or has testified,
assisted, or participated in any manner
in an investigation, proceeding, or
hearing related to a complaint. The
identity of complainants will be kept
confidential except to the extent nec-
essary to carry out the purposes of this
subpart.

(d) Nondiscrimination Agreement. The
County Supervisor will, at the time
FmHA or its successor agency under
Public Law 103-354 assistance is re-
quested, give all applicants for loans
and grants listed in §1901.204(a) a copy
of Form FmHA or its successor agency
under Public Law 103-354 400-4, ‘‘Non-
discrimination Agreement,” and in-
form the applicant that assistance will
be conditioned upon executing this
form and complying with the require-
ments of this subpart.

(e) Covenants. Each instrument of
conveyance for loans subject to title VI



§1901.203

of the Civil Rights Act of 1964, as out-
lined in §1901.204, must contain the fol-
lowing covenant: ‘““The property de-
scribed herein was obtained or im-
proved through Federal financial as-
sistance. This property is subject to
the provisions of title VI of the Civil
Rights Act of 1964 and the regulations
issued pursuant thereto for so long as
the property continues to be used for
the same or similar purpose for which
financial assistance was extended or
for so long as the purchaser owns it,
whichever is longer.”

(f) Posters. The nondiscrimination
poster, ‘“And Justice For All,”” will be
displayed at the facilities and/or office
of any borrower or grantee if the facili-
ties have been financed by an FmHA or
its successor agency under Public Law
103-354 loan or grant and are subject to
title VI of the Civil Rights Act of 1964.
This poster also will be displayed in all
FmHA or its successor agency under
Public Law 103-354 State and County
Offices.

(g) Racial and ethnic data. Recipients
should maintain, for review by FmHA
or its successor agency under Public
Law 103-354 and other appropriate
agencies, racial and ethnic data show-
ing the extent to which members of mi-
nority groups are beneficiaries of
FmHA or its successor agency under
Public Law 103-354-assisted programs.
The data should identify recipients as
White, Negro or Black, American In-
dian, Spanish Surname, Oriental and
Other.

(h) Discrimination complaints. (1) Any
person or any specific class of persons,
if they believe they have been subject
to discrimination prohibited by this
subpart, may file a written complaint
with any FmHA or its successor agency
under Public Law 103-354 office, or, if
they prefer with the Secretary of Agri-
culture. Persons who complain of dis-
crimination will be advised of their
rights to file complaints. A complaint
must be filed not later than 180 days
after the date of the alleged discrimi-
nation, unless the time for filing is ex-
tended by the Secretary of Agriculture.

(2) A complaint filed with the County
Supervisor or the State Director will
be referred promptly to the Adminis-
trator, Attention: Equal Opportunity
Officer. Attached to the complaint
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should be a statement by the County
Supervisor or State Director identi-
fying the recipient and type of assist-
ance provided by FmHA or its suc-
cessor agency under Public Law 103-
354, indicating whether a non-
discrimination agreement has been
signed, and giving any other available
pertinent information about the com-
plaint.

[41 FR 40112, Sept. 17, 1976]

§1901.203 Title VIII of the Civil Rights
Act of 1968.

FmHA or its successor agency under
Public Law 103-354 employees, FmHA
or its successor agency under Public
Law 103-354 borrowers, contractors,
packagers, and others who provide
housing for sale or rent, are obligated
under the provisions of title VIII of the
Civil Rights Act of 1968 to provide fair
housing to all persons regardless of
race, color, religion, sex, or national
origin.

(a) Coverage. The prohibitions against
discrimination in the sale, rental, or fi-
nancing of housing contained in title
VIII apply to:

(1) All dwellings financed by loans
made by the Federal Government and,
therefore, to all RH borrowers.

(2) Any person in the business of sell-
ing or renting dwellings defined as:

(i) The owner of a dwelling intended
for occupancy by five or more families.

(ii) Any person who has participated
as principal in the sale or rental of
three or more dwellings in the past
year.

(iii) Any person who has served as
sale or rental agent in two or more
transactions in the past year.

(b) Discrimination acts prohibited. Title
VIII prohibits FmHA or its successor
agency under Public Law 103-354 em-
ployees, multiple housing borrowers,
and those with whom FmHA or its suc-
cessor agency under Public Law 103-354
does business (contractors, realtors,
packagers) from:

(1) Refusing to sell or rent a par-
ticular dwelling because of a person’s
race, color, religion, or national origin.
The following actions constitute viola-
tions of this provision:

(i) Refusing to package an RH loan
application.
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(ii) Refusing or failing to show a par-
ticular dwelling or home in a par-
ticular subdivision.

(iii) Directing persons only to areas
populated by those of similar race,
color, religion, or national origin when
housing is available in other areas.

(iv) Representing unsold dwellings or
sites as sold to prospective buyers.

(2) Requiring applicants for services
to meet different terms or conditions
because of their race, color, religion, or
national origin; for example, requiring
larger rents or downpayments from mi-
nority applicants.

(3) Including in any advertising ei-
ther directly or through visual rep-
resentation a preference for applicants
of a particular race or ethnic origin.

(i) Words indicative of the race or
ethnic background of the dwelling or
landlord such as ‘“White private
home,” or ‘‘all Black subdivision,”
may not be used in advertising housing
financed or to be financed by FmHA or
its successor agency under Public Law
103-354.

(ii) Selection of advertising media
and the areas to be covered by any ad-
vertising must be made to reach poten-
tial applicants of all races or ethnic
origins.

(c) FmHA or its successor agency under
Public Law 103-354 affirmative action. (1)
It is the policy of the Farmers Home
Administration or its successor agency
under Public Law 103-354 to administer
its housing program affirmatively so
individuals of similar income levels in
the housing market area have housing
choices available to them regardless of
their race, color, religion, sex, or na-
tional origin. Each participant in
FmHA or its successor agency under
Public Law 103-354 housing program
shall pursue affirmative fair housing
marketing policies in soliciting buyers
and tenants, in determining their eligi-
bility and in concluding sales and rent-
al transactions.

(2) Applicability. The affirmative fair
housing marketing requirements shall
apply as follows:

(i) Participants in FmHA or its suc-
cessor agency under Public Law 103-354
housing programs who request ap-
proval for subdivision development in-
volving five or more sites, multi-family
projects with five or more units includ-
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ing self-help technical assistance
grantees assisting five or more families
or five or more conditional commit-
ments for single family dwelling units
during a 12-month period must submit
an affirmative marketing plan.

(ii) An Affirmative Fair Housing
Marketing Plan is required to be pre-
pared and submitted to FmHA or its
successor agency under Public Law 103—
354 by the contractor when:

(A) A real estate broker is offering
five or more single-family dwellings lo-
cated in the same subdivision for sale
under an exclusive listing contract
with FmHA or its successor agency
under Public Law 103-354.

(B) An auctioneer under contract
with FmHA or its successor agency
under Public Law 103-354 is offering
five or more single-family dwellings lo-
cated in the same subdivision for sale
by public auction.

(C) A contractor under a contract
with FmHA or its successor agency
under Public Law 103-354 is managing a
multiple-family housing project of five
or more units or five or more single-
family dwellings located in the same
subdivision.

(3) Affirmative fair housing mar-
keting plans will be submitted on form
HUD 935.2(3-76) or the participant must
be a signatory to a voluntary affirma-
tive marketing agreement approved by
the Department of Housing and Urban
Development. The plan, if submitted on
form HUD 935.2(3-76) shall describe an
affirmative program which will meet
the following requirements:

(i) Reaching those prospective buyers
or tenants, regardless of sex, of major-
ity and minority groups in the mar-
keting area who traditionally would
not be expected to apply for such hous-
ing without special outreach efforts be-
cause of existing racial or socio-eco-
nomic patterns.

(ii) Undertaking and/or maintaining
a non-discriminatory hiring policy in
recruiting from both majority and mi-
nority groups including both sexes, for
staff engaged in the sale or rental of
properties.

(iii) Training and instructing em-
ployees engaged in the sale or rental
properties in the policy and application
of nondiscrimination and fair housing.
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(iv) Displaying in all sales and rental
offices the ‘“‘Fair Housing’’ poster.

(v) Posting in a conspicuous position
on each property and FmHA or its suc-
cessor agency under Public Law 103-354
construction site a sign displaying the
equal opportunity logo or the following
statement:

We are pledged to the letter and spirit of
U.S. policy for the achievement of equal
housing opportunity throughout the nation.
We encourage and support an affirmative ad-
vertising and marketing program in which
there are no barriers to obtaining housing
because of race, color, religion, sex, or na-
tional origin.

(vi) Undertaking efforts to publicize
the availability of housing opportuni-
ties to minority persons through the
type of media customarily used by the
applicant or participant, including mi-
nority publications and other minority
outlets available in the housing mar-
ket area. As part of these efforts all ad-
vertising must include either the equal
housing opportunity logo or statement.
When illustrations or persons are in-
cluded they shall depict persons of both
sexes and of majority and minority
groups.

(4) The affirmative fair housing mar-
keting plans or evidence that the par-
ticipant is covered by an approved vol-
untary affirmative marketing agree-
ment must be submitted as follows:

(i) For subdivisions with the prelimi-
nary submission of plans and specifica-
tions.

(ii) For multi-family projects, includ-
ing rural rental housing, labor housing,
cooperative housing, technical assist-
ance grants and site development loans
with SF 424.1, ‘“‘Application for Federal
Assistance (For Non-construction)”’, or
SF 424.2, ‘‘Application for Federal As-
sistance (For Construction)”, or with
the letter of application. Subsequent
loans or grants extended to the partici-
pant will necessitate a new or updated
plan.

(iii) For conditional commitments
for five or more individual dwelling
units in a 12-month period with the ap-
plication for the fifth conditional com-
mitment.

(iv) For real estate brokers listing
housing properties on an exclusive
basis, at any time more than 5 prop-
erties are listed for sale by FmHA or
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its successor agency under Public Law
103-354 in the same subdivision.

(5) Affirmative fair housing mar-
keting plans will cover the following
time periods:

(i) For subdivision, from time of ap-
plication until all lots are sold.

(ii) For multi-family projects from
time of application until the loan is
paid in full or for so long as the project
is being used for the same or a similar
purpose for which the funds were ex-
tended.

(iii) For conditional commitments
involving individual dwelling units,
one year or until all units built
through conditional commitments
issued within the one year period have
been sold.

(iv) For real estate brokers who list
acquired rural housing Dproperties
under an exclusive listing contract, one
yvear or until all properties covered
under the plan have been sold, which-
ever is later.

(6) Affirmative fair housing mar-
keting plans will be reviewed and ap-
proved by the official authorized to ap-
prove the assistance requested. The
County Supervisor will review and sub-
mit with comments to the official au-
thorized to approve the assistance re-
quested, those fair housing marketing
plans where the assistance requested
exceeds his approval authority. Any
participant covered by this section
must have an approved affirmative fair
housing marketing plan for any assist-
ance approved 90 or more days after the
issuance of these regulations.

(7T) Approved affirmative fair housing
marketing plans will be made available
by the participant for public inspection
at the participant’s place of business
and at each sales or rental office. Par-
ticipants who fulfill the requirements
of this section by filing a Form HUD
9352(3-76) will maintain records to re-
flect their efforts in fulfilling the af-
firmative fair housing marketing plan.
These records will be made available
for review by FmHA or its successor
agency under Public Law 103-354 per-
sonnel. Affirmative fair housing mar-
keting plans will be reviewed by FmHA
or its successor agency under Public
Law 103-354 personnel in accordance
with section 2006-M of this chapter.
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(8) Applicants failing to comply with
these requirements will be liable to
sanctions authorized by regulations,
rules or policies governing the program
in which they are participating includ-
ing but not limited to denial of further
participation in FmHA or its successor
agency under Public Law 103-354 pro-
grams and referral to the Department
of Justice for suit by the United States
for injunctive or other appropriate re-
lief.

(d) Discrimination complaints. (1) Com-
plaints against FmHA or its successor
agency under Public Law 103-354 em-
ployees or borrowers under title VIII of
the Civil Rights Act of 1968 received by
the County Office will be sent to the
State Director. The State Director will
forward the complaints to the Adminis-
trator, Attention: Equal Opportunity
Officer.

(2) Complaints of discrimination
against packagers, contractors or oth-
ers with whom FmHA or its successor
agency under Public Law 103-354 deals
should be filed with the Department of
Housing and Urban Development. How-
ever, these complaints may be accepted
by FmHA or its successor agency under
Public Law 103-354 employees and rout-
ed through the State Director to the

Administrator, Attention: Equal Op-
portunity Officer.
(e) Relations to other regulations.

Nothing in this section in any way
interferes with the administration of
the nondiscrimination requirements of
Title VI of the Civil Rights Act of 1964
or the “Equal Opportunity in Housing
Certification,” signed by all packagers.

[41 FR 40112, Sept. 17, 1976, as amended at 42
FR 45894, Sept. 13, 1977; 42 FR 58737, Nov. 11,
1977; 50 FR 23903, June 7, 1985; 53 FR 27825,
July 25, 1988; 55 FR 13503, Apr. 11, 1990]

§1901.204 Compliance reviews.

(a) Recipients subject to reviews. Re-
cipients of the following kinds of loans
and/or grants who received their loans
or advances of funds on or after Janu-
ary 3, 1965, will be reviewed for compli-
ance in accordance with Title VI of the
Civil Rights Act of 1964. Guaranteed
loans are not covered by Title VI and,
therefore, are not subject to compli-
ance reviews.
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(1) Farm Ownership loans to install
or improve recreational facilities or
other nonfarm enterprises.

(2) Operating loans to install or im-
prove recreational facilities or other
nonfarm enterprises.

(3) Economic Opportunity loans to
individuals for nonagricultural enter-
prises.

(4) Individual Recreation loans.

(5) Loans for Water and Waste Dis-
posal facilities, including Resource
Conservation and Development loans
for this purpose.

(6) Community Facility loans.

(7) Watershed loans and advances.

(8) Recreation Association loans in-
cluding those made from Resource Con-
servation and Development funds.

(9) Economic Opportunity loans to
incorporated cooperative associations
(Compliance reviews on unincorporated
Economic Opportunity cooperatives
subject to title VI will be conducted
only as the need arises or as directed
by either the State Director or the Ad-
ministrator).

(10) Grazing Association loans, in-
cluding Resource Conservation and De-
velopment loans for this purpose.

(11) Loans to Timber Development
organizations.

(12) Rural Renewal loans and ad-
vances.

(13) Rural Rental Housing (formerly
Senior Citizen rental) and Rural Coop-
erative Housing loans.

(14) Labor Housing
grants.

(15) Rural Housing Site loans.

(16) Business and Industrial Insured
loans or grants.

(17) Technical Assistance grants.

(18) Development grants for water
and waste disposal.

(19) Technical Assistance and Train-
ing grants in accordance with Title
XIIT of Pub. L. 99-198.

(20) Rural Business Enterprise grants
and Television Demonstration grants.

(21) Section 601 Energy Impacted
Area Development Assistance grants.

(22) Nonprofit National Corporations
grants.

(23) System for Delivery of Certain
Rural Development Programs Panel
Grants.

(24) Emergency Community Water
Assistance grants.

loans and/or
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(25) Section 306C WWD loans and
grants.

(26) Housing Application Packaging
Grants.

(27) Rural and Cooperative Develop-
ment Grants in subpart F of part 4284
of this title.

(28) Community Facilities Grants in
part 3570, subpart B, of this title.

(b) Duration of obligation for con-
ducting reviews. Compliance reviews
will be conducted on recipients of loans
and grants listed in paragraph (a) of
this section:

(1) Until the loan is paid in full or
otherwise satisfied; or sold through the
sale of FmHA or its successor agency
under Public Law 103-354’s assets; or

(2) Until the last advance of grant
funds is made for the grants listed in
paragraph (a) of this section.

(c) Compliance reviews of loans and
grants to individuals—(1) Compliance Re-
view Officer. The County Supervisor
will conduct compliance reviews of
loans made to individuals.

(2) Type of review. If the borrower is
currently receiving loan supervision,
the County Supervisor may complete
the compliance review based on his
knowledge of the borrower’s operations
from other visits. Otherwise the Coun-
ty Supervisor must visit the borrower’s
facilities. Before completing the com-
pliance review, the County Supervisor
should be aware of:

(i) The borrower’s operating regula-
tions, for example, the grounds for
eviction from a Rural Rental Housing
Project.

(ii) The borrower’s method of adver-
tising the facility to the public, if
there is any advertising, including how
well these methods reach the minority
community.

(iii) Any records of request for use of
the borrower’s facility.

(3) Recording results of review. The
County Supervisor’s determination
that the borrower is or is not in com-
pliance with title VI, together with in-
formation such as that outlined in
paragraph (b)(2) of this section, will be
recorded in the running record. Review
of individual Rural Rental Housing
borrowers will be recorded on Form
FmHA or its successor agency under
Public Law 103-354 400-8, ‘‘Compliance
Review (Nondiscrimination by Recipi-
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ents of Financial Assistance Through
FmHA or its successor agency under
Public Law 103-354.)”

(4) Reporting results of review. If the
borrower is in compliance, the County
Supervisor will report his findings to
the State Director. Exhibit A is a sam-
ple report. In the case of Rural Rental
Housing borrowers, a copy of Form
FmHA or its successor agency under
Public Law 103-354 400-8 will be filed in
the borrower’s County Office loan
docket, and the original will be sent to
the State Director. If the borrower is
not in compliance, the Dborrower’s
name, location, type of loan involved,
and the reasons for the finding of non-
compliance will be sent to the State
Director.

(5) Forwarding report of moncompli-
ance. The State Director will see that
all compliance review reports are com-
plete. If the recipient was found in non-
compliance, the State Director will im-
mediately send a copy of the compli-
ance review report to the Adminis-
trator, Attention: Equal Opportunity
Officer, with recommended action to
take to bring the recipient into compli-
ance.

(d) Review of loans or grants to organi-
cations (any borrower or grantee other
than an individual)—(1) Designation of
compliance review officer. The State Di-
rector, except for Technical Assistance
and Training grants (Pub. L. 99-198)
and Nonprofit National Corporations
grants, will designate the Compliance
Review Officer for recipient organiza-
tion. County Supervisors may be des-
ignated only if they have received ap-
proved compliance review training.
Otherwise, the Compliance Review Of-
ficer must be a member of the State
staff. For Technical Assistance and
Training grants and Nonprofit Na-
tional Corporations grants, the Assist-
ant Administrator for Community and
Business Programs will designate the
Compliance Review Officer for recipi-
ent organizations.

(2) Type of review. Compliance re-
views may be completed in connection
with regular supervision visits to orga-
nizations and must include an inspec-
tion of the FmHA or its successor
agency under Public Law 103-354-fi-
nanced facility. Before determining
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that the recipient is or is not com-
plying with the provisions in Form
FmHA or its successor agency under
Public Law 103-354 400-4, the Compli-
ance Review Officer will:

(i) Observe the recipient’s records, in-
cluding records on the present member-
ship by race, the handling of applica-
tions for use of the facility, the user
rates and membership fees or dues, and
the facility’s operating regulations.

(ii) Determine if the recipient adver-
tises for members or users. If so, ob-
serve the effectiveness of the recipi-
ent’s methods of advertising the avail-
ability of the facility to the public, and
especially the effectiveness of this ad-
vertising in reaching the minority
community.

(iii) Interview organization officials,
members, and employees. In reviews of
recipients of Technical Assistance
grants, members of the self-help hous-
ing groups should be interviewed to de-
termine the way in which they were re-
cruited.

(iv) Interview informed local commu-
nity leaders, including minority lead-
ers, if any to determine if the facility
is operating without discrimination be-
cause of race, color, or national origin.

(3) Recording results of reviews—(i) As-
sociation, Watershed, Resource Conserva-
tion and Development, and Rural Re-
newal loans involving recreation facilities.
Reviews will be recorded on Form
FmHA or its successor agency under
Public Law 103-354 400-7, ‘‘Compliance
Reviews for Recreational Loans to As-
sociations (FmHA or its successor
agency under Public Law 103-354 Bor-
rowers).”” If the organization is found
in compliance with title VI, the origi-
nal of the form will be sent to the
State Director, and a copy will be filed
in the borrower’s County Office loan
docket. If the organization is found in
noncompliance, any additional infor-
mation which led to the finding will be
sent with the form.

(ii) Loans and/or grants for Water and
Waste Disposal systems, incorporated Eco-
nomic Opportunity cooperatives, Grazing
associations, Rural Rental Housing,
Labor Housing, and Rural Housing Sites.
Reviews will be completed on Form
FmHA or its successor agency under
Public Law 103-354 400-8. The original
of the form will be sent to the State
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Director and a copy filed in the bor-
rower’s County Office loan docket. If
the organization is found in noncompli-
ance, any additional information which
led to the finding will be sent with the
form.

(iii) Timber Development organizations,
Rural Cooperative Housing loans, and
Technical Assistance grants. The infor-
mation obtained during the compliance
review as well as the Compliance Re-
view Officer’s determination of the bor-
rower’s compliance or noncompliance
will be recorded in the running record.
If the organization is found in compli-
ance, a report (see exhibit A) will be
sent to the State Director. If the orga-
nization is not in compliance, the orga-
nization’s name, location, type of loan
received, and all information which led
to the finding will be sent to the State
Director.

(iv) Technical Assistance and Training
grants (Pub. L. 99-198) and Nonprofit Na-
tional Corporations grants. The Compli-
ance Review Officer will record in the
running record information obtained
during the compliance review and the
determination of recipient’s compli-
ance or noncompliance. A report will
be prepared and sent to the Assistant
Administrator, Community and Busi-
ness Programs, for each recipient.

(4) Mandatory hook-up ordinance.
Compliance reviews of public entity
borrowers or grantees for water and
waste disposal facilities who are oper-
ating under the provisions of a manda-
tory hook-up ordinance will consist of
a certification by the borrower or
grantee that the ordinance is still in
effect and is being enforced.

(5) Forwarding moncompliance report.
The State Director will see that the re-
ports are complete. If the recipient was
found in noncompliance, the State Di-
rector will immediately send a copy of
the report to the Administrator, Atten-
tion: Equal Opportunity Officer, with
action proposed to bring the recipient
into compliance. For Technical Assist-
ance and Training grants and Non-
profit National Corporations grants,
the Assistant Administrator, Commu-
nity and Business Programs, will send
a copy of the report to the Equal Op-
portunity Officer.

(e) Timing of reviews—(1) Reporting
year. The State Director will schedule
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Civil Rights compliance reviews from
November 1 to October 31 of each year.
For example, compliance reviews
scheduled during 1976 should be con-
ducted after November 1, 1975, but be-
fore October 31, 1976.

(2) Initial reviews—(i) Water and Waste
Disposal loan and/or grant. The initial
compliance review will be conducted
before loan or grant closing or before
the construction begins, whichever oc-
curs first.

(ii) Technical Assistance grants,
Technical Assistance and Training
grants (Pub. L. 99-198) and Nonprofit
National Corporations grants. The ini-
tial compliance review will be con-
ducted before the grant is closed.

(iii) Rural Housing Site loan. The ini-
tial compliance review will be con-
ducted at the beginning of the sale of
the sites developed with the FmHA or
its successor agency under Public Law
103-354 loan.

(iv) Watershed loans for future water
supply. The initial compliance review
will be made when usage of the stored
water begins.

(v) All other loans and/or grants. The
initial compliance review of loans and/
or grants listed in paragraph (a) of this
section will be conducted within the
first reporting year after the loan or
grant is closed or after Form FmHA or
its successor agency under Public Law
103-354 4004 is signed.

(3) Subsequent reviews. The State Di-
rector is responsible for requiring sub-
sequent compliance reviews at inter-
vals not less than 90 days, or more than
3 years, after the previous compliance
review.

(i) For Water and Waste Disposal or-
ganizations with loans that have had
at least two compliance reviews after
loan closing covering a six-year period,
and where no discriminatory practices
are indicated, the frequency of subse-
quent reviews may be reduced to six
years.

(ii) If Water and Waste Disposal orga-
nizations have merged to form a new
organization, two reviews will be con-
ducted at 3-year intervals after the
merger and one every 6 years there-
after, provided no discriminatory prac-
tices are noted.

(f) State Office summary reports. The
State Director will keep a list of all
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compliance reviews conducted during
the reporting year so as to schedule
each year’s reviews. The State Director
will submit a copy of this list to the
Administrator, Attention: Equal Op-
portunity Office, no later than July 31
of each year. Recipients found in non-
compliance will also be listed on the
summary report. Exhibit B is a sample
report. For Technical Assistance and
Training grants and Nonprofit Na-
tional Corporations grants, the Assist-
ant Administrator, Community and
Business Programs, will submit a sum-
mary report, using exhibit B of this
subpart as a guide, to the Equal Oppor-
tunity Officer by July 31 of each year.

[41 FR 40112, Sept. 17, 1976, as amended at 52
FR 41949, Nov. 2, 1987; 53 FR 3860, Feb. 10,
1988; 55 FR 5962, Feb. 21, 1990; 57 FR 11559,
Apr. 6, 1992; 58 FR 5565, Jan. 22, 1993; 58 FR
58643, Nov. 3, 1993; 59 FR 41389, Aug. 12, 1994;
61 FR 3781, Feb. 2, 1996; 62 FR 16468, Apr. 7,
1997; 62 FR 33510, June 19, 1997; 62 FR 42387,
Aug. 7, 1997]

§1901.205 Nondiscrimination in con-
struction financed with FmHA or
its successor agency under Public
Law 103-354 loan or grant.

Executive Order 11246 provides for
equal employment opportunity without
regard to race, color, religion, sex, or
national origin and the elimination of
all facilities segregated on the basis of
race, color, religion, or national origin
on construction work financed by
FmHA or its successor agency under
Public Law 103-354 involving a con-
struction contract of more than $10,000.

(a) Compliance. This section applies
to Federal or federally assisted con-
struction contracts or subcontracts in
excess of $10,000 for on-site construc-
tion. It also applies to invitations for
bids published for such construction. If
construction work of over $10,000 is
partially financed by another Federal
Agency, the County Supervisor will try
to reach an agreement as to which
agency will administer the non-
discrimination requirements. If unable
to reach an agreement, the County Su-
pervisor will refer the case to the State
Director.

(b) Requirements of applicants, contrac-
tors, or subcontractors and responsible
FmHA or its successor agency under Pub-
lic Law 103-354 officials—(1) Applicant.
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The applicant will be required to exe-
cute Form FmHA or its successor agen-
cy under Public Law 103-354 400-1,
“Equal Opportunity Agreement,” at
the time the loan is closed or before
construction is started, whichever oc-
curs first. If the applicant is an incor-
porated association, a resolution of the
governing body will authorize execu-
tion of the form. Municipalities or
other public bodies will have to incor-
porate references to this form in the
loan resolution before it is adopted. If
the applicant wants to publish for bids,
the applicant must obtain Form FmHA
or its successor agency under Public
Law 103-354 1924-5, ‘‘Invitation for Bid
(Construction Contract)” which is in
compliance with Executive Order 11246,
from the local FmHA or its successor
agency under Public Law 103-354 Coun-
ty Supervisor.

(2) Contractor or Subcontractor. (i) The
prospective contractor or subcon-
tractor must submit Form FmHA or
its successor agency under Public Law
103-354 400-6, ‘‘Compliance Statement,”
to the County Supervisor before con-
tract bid negotiations, and comply
with the requirements of Executive
Order 11246, which are included with
Form FmHA or its successor agency
under Public Law 103-354 1924-6, ‘‘Con-
struction Contract,” during the per-
formance of the contract. The contract
will contain the required ‘‘Standard
Federal Equal Employment Oppor-
tunity Construction Contract Speci-
fications” goals and timetables as set
forth in exhibit D.

(ii) The contractor or subcontractor
will prepare and submit Form Contract
Compliance (CC) 257, ‘“Monthly Em-
ployment Utilization Report” to the
appropriate regional office of the U.S.
Department of Labor (USDL) (see ex-
hibit E, “List of Regional Offices’) by
the fifth of each month through com-
pletion of the contract.

(38) The County Supervisor or the re-
sponsible FmHA or its successor agency
under Public Law 103-354 official will: (1)
Deliver to the contractor the following
forms, as appropriate:

(A) Form FmHA or its successor
agency under Public Law 103-354 400-3,
‘““Notice to Contractors and Appli-
cants,” with an attached Equal Em-
ployment Opportunity Poster. Posters

29

§1901.205

in Spanish will be provided when ap-
propriate,

(B) Form FmHA or its successor
agency under Public Law 103-354 400-6,
and

(C) Form CC 257.

(ii) Deliver to the applicant Form
FmHA or its successor agency under
Public Law 103-354 1924-5 when contrac-
tors are to be invited to submit bids,
and Form FmHA or its successor agen-
cy under Public Law 103-354 1924-6 to
contract for construction.

(iii) Explain to applicant and con-
tractor the requirements of Executive
Order 11246, when needed. However, in-
quiries concerning compliance must be
addressed to the appropriate regional
office of USDL (see exhibit R).

(iv) Submit a report similar in form
and content to exhibit C (““FmHA or its
successor agency under Public Law 103-
354 Financed Contract’’) of this In-
struction to the appropriate regional
office of USDL (Exhibit E) within 10
calendar days of the date a contract or
subcontract in excess of $10,000 is
awarded.

(c) Contractors with 100 or more em-
ployees and contract over $10,000. Con-
tractors with 100 or more employees
and contract over $10,000, will file the
following with the Joint Reporting
Committee, 1800 G Street NW., Wash-
ington, DC 20006:

(1) SF-100 ‘“‘Employer Information
Report EEO-1,” within 30 days of con-
tract award unless the report has been
submitted within the past 12 months,
and

(2) An annual report by March 31, so
long as the contractor holds any FmHA
or its successor agency under Public
Law 103-354 financed contract in excess
of $10,000.

(d) Contractor with at least 50 employ-
ees and contract of 350,000 or more. Each
contractor or subcontractor with at
least 50 employees and contract of
$50,000 or more, must develop a written
affirmative action compliance program
for each project. This must be on file in
each contractor’s or subcontractor’s
personnel file within 120 days after the
beginning of the contract. Form AD-
425 provides guidelines for developing
compliance programs.

(e) Compliance during construction.
The County Supervisor will:
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(1) Check to see that:

(i) Required posters are displayed.

(ii) There is no evidence of discrimi-
nation in employment.

(2) Record findings on Form FmHA or
its successor agency under Public Law
103-354 1924-12, ‘‘Inspection Report.”

(3) If there is any evidence of non-
compliance, the County Supervisor will
report all the facts to the appropriate
office of USDL (see exhibit R).

(f) Hometown Plans. All construction
contracts and subcontracts in excess of
$10,000, financed by FmHA or its suc-
cessor agency under Public Law 103-
354, in areas which have Hometown
Plans regarding affirmative action and
equal employment, are subject to the
conditions set forth in the applicable
plan. Bach State Director should seek
the advice of the OGC as to compliance
with any such plans in the State Direc-
tor’s jurisdiction.

(g) Discrimination complaints. (1) Com-
plaints alleging discriminatory acts
may be filed directly with the appro-
priate regional office of USDL (see ex-
hibit E) or with the County Supervisor
or the State Director for subsequent
forwarding to the above address, by
any employee or applicant for employ-
ment with a contractor or subcon-
tractor.

(2) Each complaint must be in writ-
ing and signed by the complainant (The
FmHA or its successor agency under
Public Law 103-354 official receiving
the complaint will assist complainant
when necessary). The complaint will
include:

(i) Name, address,
number of complainant.

and telephone
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(ii) Name and address of the person
allegedly discriminating.

(iii) Date and place of the discrimina-
tion.

(iv) Description of the discrimina-
tion.

(v) Any other information that will
assist in investigating and resolving
the complaint.

(3) Complaints must be filed not later
than 180 days after the alleged act un-
less the State Director extends the
time, for good cause shown by the com-
plainant.

[43 FR 58356, Dec. 14, 1978, as amended at 44
FR 24852, Apr. 27, 1979; 52 FR 8002, Mar. 13,
1987]

EXHIBIT A TO SUBPART E—CIVIL RIGHTS
COMPLIANCE REVIEWS

To: State Director, FmHA or its successor
agency under Public Law 103-354.

Civil Rights compliance reviews have been
conducted, and each recipient listed below
was found in compliance with title VI of the
Civil Rights Act of 1964. Information which
led to this finding and my determination
that the recipient is in compliance are in the
running record of the recipient’s file.

Type of
Recipient Case No. assist- | Date of review
ance?l
Sam H. Smith .... | 99-05-7031 oL Jan. 3, 1975.
(rec.).
John A. Jones ... | 99-05-8764 ... | RL Feb. 17, 1975.
Medina Housing | 99-05-9176 TA Mar. 5, 1975.
Association. grant.

~ tIndicate only the loans or grants received which are sub-
ject to compliance reviews.

County Supervisor

EXHIBIT B—SUMMARY REPORT OF CIVIL RIGHTS COMPLIANCE REVIEWS

To: Administrator, FmHA or its successor agency under Public Law 103-354.
Attention: Director, Equal Opportunity Staff.

1. Civil Rights Compliance Reviews have been conducted, and the following recipients were
found in compliance with title VI of the Civil Rights Act of 1964.

Loan type

Loan number

Type of review

Pre-award* post-award**

N

*A pre-award review is a compliance review conducted prior to loan or grant approval.
**A post-award review is a compliance review conducted after loan closing.

II. The following recipients were found in non-compliance:
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Name of borrower Loan type

Loan number

Type of review Date report of noncompli-

Pre-award post-award ance sent to nat. ofc.

wn e

State Director.

(7U.8.C. 1989; 42 U.S.C. 1480; 7 CFR 2.23; 7 CFR 2.70)

[47 FR 39127, Sept. 7, 1982]

EXHIBIT C—FMHA OR ITS SUCCESSOR
AGENCY UNDER PUBLIC LAW 103-354
FINANCED CONTRACT

: Area Director, Office of Federal Contract
Compliance Program, U.S. Department
of Labor (DOL) (Insert address for your
DOL area, from exhibit E, FmHA or its
successor agency under Public Law 103—
354 Instruction 1901-E)

We submit the following information rel-
ative to a construction contract in excess of
$10,000:

1. Contractor’s name:

Address: )

Telephone Number:

Employer’s Identification Number:

2. Contract for:  §

Starting Date:

Completion Date:

Contract Number:

City:

DOL Region:

[562 FR 8002, Mar. 13, 1987]

EXHIBIT D TO SUBPART E—GOALS AND
TIMETABLES FOR MINORITIES AND
WOMEN

The preamble to regulations establishing a
new part 60-4 to 41 CFR chapter 60 published
at 43 FR 14888-14894, April 7, 1978, states that
OFCCP contemplates proposing standards
and goals for minorities within the very near
future. Until that notice has been proposed
and final action taken, construction contrac-
tors and subcontractors will continue to be
subject to the goals and timetables for mi-
nority utilization on Federal and federally
assisted construction existing now under Ex-
ecutive order 11246. Such goals are published
in appendix B.

Now, therefore, based on the foregoing and
41 CFR part 60-4, each contracting agency,
each applicant, and each contractor shall in-
clude the appropriate goal set forth in appen-
dix A and appendix B in all invitations for
bids or other solicitations for federally in-
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volved construction contracts in excess of
$10,000. The goals in appendix A hereby are
established on a nationwide basis as the
standards for female utilization for all
trades.

Appendix B established the goals for mi-
nority utilization which shall be applicable
for the respective areas set forth in appendix
B.

Appendix A and appendix B shall be effec-
tive with respect to transactions for which
the invitations for bids or other solicitations
or amendments thereto are sent, on or after
May 8, 1978.

Weldon J. Rougeau,
Director, OFCCP.
March 28, 1978.

APPENDIX A

The following goals and timetables for fe-
male utilization shall be included in all Fed-
eral and federally assisted construction con-
tracts and subcontracts in excess of $10,000.
The goals are applicable to the contractor’s
aggregate on-site construction workforce
whether or not part of that workforce is per-
forming work on a Federal or federally as-
sisted construction contract or subcontract.

AREA COVERED

Goals for Women apply nationwide.

GOALS AND TIMETABLES

. Goals
Timetable (percent)
From Apr. 1, 1978 until Mar. 31, 1979 3.1
From Apr. 1, 1979 until Mar. 31, 1980 . 5.1
From Apr. 1, 1980 until Mar. 31, 1981 6.9

APPENDIX B

Until further notice, the following goals
and timetables for minority utilization shall
be included in all Federal or federally as-
sisted construction contracts and sub-
contracts in excess of $10,000 to be performed
in the respective covered areas. The goals
are applicable to the contractor’s aggregate
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on-site construction workforce whether or
not part of that workforce is performing
work on a Federal or federally assisted con-
struction contract or subcontract.

REGION1

BOSTON, MASS. AREA

Area covered— Arlington, Boston, Belmont,
Brookline, Burlington, Cambridge, Canton,
Chelsea, Dedham, Everett, Malden, Medford,
Wakefield, Westwood, Winthrop, Winchester,
Woburn, and the Islands of Boston Harbor,
Mass.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Asbestos workers .. 10.8-10.12
Boilermakers 9.6-12.0
Bricklayers ... 8.0-10.0
Carpenters ... 11.6-14.5
Cement masons . 25.5-27.5
Electricians 6.0-7.0
Elevator constructors 9.5-11.4
Glaziers 8.8-11.0
Ironworkers .. 5.9-6.9
Lathers 6.9-8.9
Operating engineers . 14.1-15.0
Painters ... 9.1-11.1
Pipefitters . 11.0-12.1
Plasterers ... 20.5-22.5
Plumbers .. 9.8-11.8
Roofers ..... 8.4-10.5
Sheetmetal workers . 10.1-12.1
Sprinkler fitters ... 12.3-15.6
All other trades ... 10.3-12.3
STATE OF RHODE ISLAND AREA
Area covered— Statewide.
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal
Until further notice | All ..o 5.0

REGION II

BUFFALO, NY AREA

Area covered— Erie County and Buffalo,
NY.

1Region refers to the 10 regions in which
the U.S. Department of Labor has offices.
These Regions are headquartered in Boston,
New York, Philadelphia, Atlanta, Chicago,
Dallas, Kansas City, Denver, San Francisco,
and Seattle, which are numbered I through X
respectively.
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice ....... All s 10.6-13.2

CAMDEN, NJ AREA
Area covered— Camden, NJ, area of Cam-
den, Salem, and Gloucester Counties.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | Asbestos workers 11.6-14.5
Boilermakers 10.8-13.5

Bricklayers . 17.8-20.0

Carpenters ... 11.2-13.0

Cement masons 12.0-15.0

Electricians .......... 14.9-17.8

Elevator constructors 10.8-13.5

Glaziers .. 16.0-20.0

Lathers ... .| 10.8-13.5

Operating engineers . 10.0-12.5
Painters/decorators/paper- 8.8-12.8

hangers.
Plasterers ..o 17.0-19.0
Plumbers/pipefitters/steam- 8.4-10.5
fitters.

Roofers 8.4-10.5

Sheetmetal workers 11.2-14.0

Sprinkler fitters 10.8-13.5

Structural metal workers ... | 12.9-15.3

Wharf 7 dock builders ....... 10.8-13.5

ELMIRA, NY AREA
Area covered— Chemung, Steuben,

Schuyler, Tioga, and Yates Counties, NY.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 4.0-5.0

LONG ISLAND, NY AREA
Area covered— Nassau and Suffolk Coun-
ties, NY.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All .....cccoceiiiiiiiiiiiis 6.0-8.0

WESTCHESTER, NY AREA
Area covered— Westchester County, NY.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 11-13
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REGION IIT
STATE OF DELAWARE AREA

Area covered— State of Delaware.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All .....cccooiiiiiiiiiics 11-13

PHILADELPHIA, PA, AREA

Area covered— Bucks, Chester, Delaware,
Montgomery, and Philadelphia Counties, PA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Ironworkers ............ccceeee 22-26
Plumbers and pipefitters ... 20-24
Steamfitters 20-24
Sheetmetal workers . 19-23
Electrical workers ..... . 19-23
Elevator construction work- 19-23
ers.
PITTSBURGH, PA, AREA
Area covered— Allegheny County, PA.
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal
Until further notice | Asbestos workers .............. 24.3-27.8
Boilermakers .. 33.8-37.7
Bricklayers 11.9-13.0
Carpenters 11.8-12.9
Cement masons . 16.3-18.1
Electricians 17.0-20.3
Glaziers 26.9-30.4
Ironworkers .. 25.5-29.9
Lathers 12.7-13.8
Operating engineers . 44.2-48.3
Painters ... 16.4-17.9
Plasterers . 34.3-38.0
Plumbers .. 7.8-9.2
Roofers 47.1-50.1
Sheetmetal workers . 26.0-26.9
Steamfitters . 10.1-12.9
Tile setters 13.6-16.0
All other ... 27.6-31.5

WASHINGTON, DC, AREA

Area covered— District of Columbia; the
Virginia cities of Alexandria, Fairfax, and
Falls Church; the Virginia counties of Ar-
lington, Fairfax, Loudoun, and Prince Wil-
liam; and the Maryland counties of Mont-
gomery and Prince Georges.
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Electricians ...........c.cc........ 28.0-34.0
Painters and paperhangers | 35.0-42.0
Plumbers, pipefitters and 25.0-30.0
steamfitters.
Iron workers 35.0-43.0
Sheetmetal workers 25.0-31.0
Elevator constructors 34.0-40.0
Asbestos workers 26.0-32.0
Lathers ......... 34.0-40.0
Boilermakers .| 24.0-30.0
Tile and terrazzo workers 28.0-34.0
Glaziers .....cccooveienieeeens 28.0-34.0
REGION IV

ATLANTA, GA, AREA

Area covered— Atlanta, GA, Standard Met-
ropolitan Statistical Area which includes

Fulton, DeKalb, Cobb, Clayton, and
Gwinnett Counties.
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal

Until further notice | Asbestos workers .............. 8.6-10.3
Bricklayers ... 16.3-18.2
Carpenters . 11.0-12.8
Electricians 10.9-12.2
Glaziers 10.2-12.2
Ironworkers ... 14.0-16.0
Metal lathers . 10.0-12.0
Painters ..... 10.3-12.0
Plumbers ... 9.4-10.9
Pipefitters .. 9.4-10.9
Plasterers 24.4-25.8
Roofers ...... 18.0-20.0
Sheetmetal workers 9.5-11.3
Sprinkler fitters 8.3-9.9
Operating engineers 24.0-27.7
Elevator installers ... 9.6-11.5

BIRMINGHAM, AL, AREA
Area covered— Jefferson, Shelby, and Walk-
er Counties, AL.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

20-24

Until further notice | All ...

CHARLOTTE, NC, AREA

Area covered—
Counties, NC.

Mecklenburg and Union

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 24-30
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JACKSONVILLE, FL, AREA

Area covered— Drival County, FL.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o, 20-23

LOUISVILLE, KY, AREA

Area covered— Adair, Barren, Bullitt,
Carrol, Edmundson, Grayson, Green, Hardin,
Hart, Henry, Jefferson, Larue, Meade, Nel-
son, Oldham, Shelby, Spencer, Taylor,
Trimble, Warren, and Washington Counties,
KY; and Clark, Floyd and Harrison Counties,
IN.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..., 12.0-16.0

MIAMI, FL, AREA

Area covered— Dade County, FL.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All .....cccooiiiiiiiiiiis 20.0-40.0

NASHVILLE, TN, AREA
Area covered— City of Nashville, TN.
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 7.0-8.4

CHICAGO, IL, AREA
Area covered— Cook, DuPage, Kane, Lake,
McHenry, and Will Counties.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Asbestos workers 8.6-10.3
Bricklayers ... 16.3-8.2
Carpenters . 11.0-12.8
Electricians ... 10.9-12.2
Elevator installers 9.6-11.5
Glaziers ..... 10.2-12.2
Ironworkers 14.0-16.0
Metal lathers . 10.0-12.0
Painters ..... 10.3-12.1
Plumbers ... 9.4-10.9
Pipe fitters . 9.4-10.9
Plasterers 24.4-25.8
Roofers 18.0-20.0
Sheetmetal workers 9.5-11.3
Sprinkler fitters ... 8.3-9.9
Operating engineers ®

115.7 and above.

CINCINNATI, OH, AREA

Area covered.— Ohio counties of Clermont,
Hamilton, and Warren and in the Kentucky
counties of Boone, Campbell, and Kenton,
and in the Indiana county of Dearborn.

GOALS AND TIMETABLES
[In percent]

GOALS AND TIMETABLES Timetable Trade Goal
[In percent]
Until further notice | Asbestos workers 9.3-12.2
Timetable Trade Goal Boilermakers 8.0-8.4
Carpenters 9.0-10.7
Until further notice | All ..., 16.0-20.0 Elevator constructors 10.2-12.7
Engineers (stationary) 26.9-28.4
Floor layers 9.0-10.5
REGION V Glaziers .. 9.1-11.1
Lathers ... 9.3-10.6
AKRON, OH, AREA Marble, tile and terrazzo 8.3-9.9
Area covered— Summit, Portage, and Me- Mi‘l’l"vsr’girlss and helpers. 0.1.103
dina Counties, OH. Painters 11.0-135
Pipefitters .. 10.0-12.0
GOALS AND TIMETABLES Plasterers .. 8.710 9.6
[In percent] Plumbers ... 10.0-12.7
Sheetmetal workers 10.1-11.3
Timetable Trade Goal All other 11.0-11.8
Until further notice | All ... 10.0-12.5 CLEVELAND, OH, AREA
CANTON, OH, AREA Area covered— Ashland, Ashtabula,
Crawford, Cuyahoga, Erie, Geauga, Huron,
Area covered— Carroll, Holmes, Stark, Lake, Lorain, Sandusky, and Seneca Coun-

Tuscarawas, and Wayne Counties, OH.

ties, OH.
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | Art glass workers .. 25.4-28.6
Asbestos workers 20.9-23.9

Boilermakers 16.3-18.9

Bricklayers ... 28.8-29.5

Carpenters ... 8.0-8.6

Cement masons . 41.1-42.2

Electricians 15.1-18.1

Elevator constructors 28.9-32.5

Glaziers ....... 35.8-40.0

Ironworkers .. 11.4-13.2

Painters 17.7-18.4

Pipefitters ... 15.7-17.9

Plasterers . 21.6-23.2

Plumbers 20.8-23.4

Roofers . 28.9-31.8

All other 17.0-18.8

DAYTON, OH, AREA
Area covered— Greene, Miami, Mont-
gomery, and Preble Counties, OH.
GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | All ..., 10.6-11.8
DETROIT, MI., AREA

Area covered— Wayne, Oakland, and

Macomb Counties, MI.

GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal
Until further notice | Electricians 17.0-19.0
Operating engineers . 16.9-18.0
Lathers . 18.6-19.6
Painters 15.0-17.7
Riggers . 16.8-17.7
Roofers . .| 15.3-16.6
Tile, terrazzo marble work- 15.0-17.8
ers.

Tile and marble helpers .... 16.0-18.5
Terrazzo helpers 17.8-19.5
All other 18.6-20.4

EVANSVILLE, IN, AREA

Area covered— Vanderburgh County, IN.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 6.3-7.6

FORT WAYNE, IN, AREA

Area covered— Adams, Allen, DeKalb, Hun-
tington, LaGrange, Noble, Steuben, Wells,
and Whitley Counties, IN.
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | Plumbers ..........c.cceveenee. 5.2-55
Steamfitters .. 5.2-55

Carpenters . 5.7-5.2

Bricklayers . 9.3-10.4

Electricians ... 5.2-5.9

Sheetmetal workers 4.4-5.2

Ironworkers 7.3-8.4

Operating engineers 5.2-6.0

Painters .. 11.0-12.0

All other .. 7.1-8.0

INDIANAPOLIS, IN, AREA
Area covered— Marion County, IN.
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal

Until further notice | Asbestos workers 32.2-37.7
Bricklayers .... 17.4-19.5

Electricians 6.6-7.8

Elevator constructors 15.5-18.0

Glaziers 25.2-28.6

Ironworkers 11.6-14.0

Lathers ...... 21.1-22.0

Operating engineers 7.7-8.8

Painters ..... 22.4-25.0

Plasterers .. 27.5-30.4

Plumbers ... 25.5-30.0

Roofers 15.9-18.1

Sheetmetal workers 9.3-10.9

Steamfitters 14.9-17.1

All other 14.1-16.2

PEORIA, IL, AREA
Area covered— Peoria, Fulton, Tazewell,

Woodford, Knox, Stark, Marshall, Hancock,
Mason, McLean, McDonough, Henderson,
Warren, Livingston, Bureau, Henry, and Put-
nam Counties, IL.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 5.0-6.0

ROCKFORD, IL, AREA

Area covered— Boone, Winnebago, Stephen-
son, De Kalb, Ogle, Lee, and Jo Daviess
Counties; Cherry Grove, Shannon, Rock
Creek, Lima, Wysox, and Elkhorn Townships
in Carroll County; Genesee, Jordan, Hopkins,
Sterling, Hume, Montmorency, Tampico, and
Hahnaman Townships in Whiteside County,
IL.
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GOALS AND TIMETABLES
[In percent]

7 CFR Ch. XVIIlI (1-1-02 Edition)

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Timetable Trade Goal

Until further notice | All ..., 10.0-12.0

Until further notice | All ..o 25.6-30.6

SOUTH BEND, IN, AREA
Area covered— St. Joseph, County, IN.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 8.0-10.0

TOLEDO, OH, AREA

Area covered— Defiance, Fulton, Hancock,
Henry, Lusas, Ottawa, Williams, and Wood
Counties, OH.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 10.7-12.3

YOUNGSTOWN, OH AREA

Area covered—Columbiana, Mahoning, and
Trumbull Counties, OH; and Lawrence and
Mercer Counties, PA.

GOALS AND TIMETABLES

[In percent]

Timetable Trade Goal
Until further notice | All .....coceiiniiiieeeen, 6.0-7.1
REGION VI
EL PASO, TX, AREA

Area covered—El Paso County, TX.
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal
Until further notice | All ..., 55.1-66.2

LAWTON, OK, AREA
Area covered—Commanche County, OK.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..., 15.8-16.8

LITTLE ROCK, AR, AREA
Area covered—Pulaski County, AR.

NEW ORLEANS, LA.

Area covered—Parishes of Orleans, Jeffer-
son, St. Bernard, St. Tammany, St. Charles,

St. John, Lafourche, Plaquemines, Wash-
ington, Terrebonne, Tangipahoa,! Living-
ston,2 and St. James.3
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal

Until further notice | All ..., 20-23

TULSA, OK

Area covered—Tulsa, Creek, Mayes, Rogers,
Okfuskee, Washington, Nowata, Craig, Ot-
tawa, Delaware, Okmulgee (northern half),
dividing line Highway 16; Osage (eastern
half), dividing line Highway 18; Pawnee
(eastern half), and Payne (eastern half)
Counties, OK.

GOALS AND TIMETABLES

[In percent]
Timetable Trade Goal
Until further notice | Bricklayers 24.0-25.0
Carpenters 17.0-18.0
Cement masons .| 21.5-225
Floor covers ........cccccc...e. 12.0-14.0
Glaziers, glass workers .. 14.7-17.3
Operating engineers 22.0-24.0
Painters ..... 18.0-20.0
Pipefitters 10.0-12.0
Plumbers 11.6-13.2
Roofers ...... 12.0-14.0
Sheetmetal workers 8.0-10.0
All other trades 12.0-14.4

REGION VII

KANSAS CITY (KS) AND (MO)

Area covered—Clay, Platte, Jackson, Bates,
Carroll, Lafayette, Ray, Johnson, Henry, and
Cass Counties, Mo., and Wyandotte, Johnson,
and Miami Counties, KS.

1 Area covered is east of the Illinois Central
RR.

2 Area covered is southeast of the line from
a point off the Livingston and Tangipahoa
Parish line adjacent from New Orleans and
Baton Rouge.

3 Area covered is southeast of a line drawn
from the town of Gramercy to the point of
intersection of St. James, Lafourche, and As-
sumption Parishes.
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GOALS AND TIMETABLES
[In percent]
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal Timetable Trade Goal
Until further notice | Asbestos workers .. 10.3-11.7 Until further notice | All ..o, 8.8-10.5

Boilermakers .. 5.9-6.4
Bricklayers ... 19.4-20.7
Carpenters ... 5.9-6.9 REGION VIII
Carpet, linoleum and resil- 5.5-6.4

ient floor decorators. COLORADO
Cement masons 25.5-26.5 Area covered—State of Colorado
Elevator constructors 9.2-10.7
Electricians .. 8.0-9.4
Glaziers 9.8 t0 10.5 GOALS AND TIMETABLES
Lathers . . 14.5-15.6 [In percent]
Marble masons, tile layers 7.5-9.0

and terrazzo workers. Timetable Trade Goal
Marble and tile helpers 4.8-5.6
Operating engineers . 9.0-10.9 Until further notice | All ....ccoooiiiiiiciicence 13-14
Painters 14.3-15.0
Pipefitters ... 6.9-7.7
Plasterers . 19.0-20.4 REGION IX
Plumbers 8.3-9.3
Roofers ... 14.0-15.0 ALAMEDA COUNTY, CA, AREA
Sheetmetal workers . 7.0-8.0
Teamsters ... 25.0-26.0 Area covered—Alameda County, CA.
All other trades 11.4-125

GOALS AND TIMETABLES

OMAHA, NE [In percent]

Area covered—Sharpy and Douglas Coun- Timetable Trade Goal
ties, NE, Council Bluffs, IA (city limits Until further notice | All ... 28.5-33.0
only).

GOALS AND TIMETABLES ARIZONA
[In percent] Area covered— State of Arizona.
Timetable Trade Goal GOALS AND TIMETABLES
until further notice | All ..o 9.0-10.0 [In percent]
Timetable Trade Goal
ST. LOUIS, MO
Area covered—City of St. Louis, Mo., and Until further notice | All ... 25.0-30.0

St. Louis, MO.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Asbestos workers .. 5.2-5.7

Boilermakers .. 34.0-37.7
Bricklayers ... 12.6-14.2
Carpenters ... . 8.2-8.9
Cement and concrete fin- 13.3-16.6

ishers.
Electricians .. 13.6-16.1
Elevator constructors 8.7-9.3
Glaziers ....... 28.7-34.5
Ironworkers .. 9.0-10.4
Lathers and plasterers 24.2-29.7
Operating engineers .......... | 13.2-15.7
Painters and paperhangers | 25.1-29.3
Plumbers and pipefitters ... 13.2-15.4
Roofers and slaters .. 17.1-19.6
Sheetmetal workers . 22.5-27.0
Tilesetters and terrazzo 8.8-10.4

workers.

TOPEKA, KS

Area covered—Shawnee County, KS.

CONTRA COSTA COUNTY, CA
Area covered: Contra Costa County, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..., 17.0-19.5

FRESNO COUNTY, CA
Area covered.— Fresno, Madera, Kings, and
Tulare Counties, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All .....cccooiiiiiiiiiiiee 20.0-27.0

LAS VEGAS, NV

Area covered.— Area of jurisdiction of the
Building & Construction Trades Council of
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Clark, Lincoln, Nye and Esmeralda Counties,
NV.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Asbestos workers .. 17.7-20.2
Bricklayers ... 18.8-21.3
Carpenters ... 16.2-17.5
Glaziers, floorcoverers, 16.3-17.7
painters, tapers and
wallcoverers.
Plasterers 24.6-27.2
Plumbers and pipefitters ... | 15.2-16.2
Sheet metal workers ......... 16.2-17.7
Wood, wire and metal lath- 18.1-19.3
ers.
All other trades .................. 18.0-19.5

LOS ANGELES COUNTY, CA

Area covered.— Area of jurisdiction of the
Los Angeles Building & Construction Trades
Council.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

21.7-25.1

Until further notice | All ...

MONTEREY, CA

Area covered.— Monterey County, CA, and
within the jurisdiction of the Monterey
County Building & Construction Trades
Council, AFL-CIO.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice 27.0-29.8

NORTH BAY, CA
Area covered.— Solano, Napa, Lake, Marin,
Mendocino, and Sonoma Counties.

GOALS AND TIMETABLES
[In percent]
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GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | All ..., 17.5-20.0
SAN DIEGO COUNTY, CA

Area covered.— San Diego County, CA.
GOALS AND TIMETABLES
[In percent]
Timetable Trade Goal
Until further notice | All ..o 24.0-30.0

SAN FRANCISCO CITY AND COUNTY, CA
Area covered.— City and County of San
Francisco, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal
Until further notice | Electricians ............cccceceeu. 17.0
Plumbers, pipefitters and 14.0
steamfitters.
Structural metal workers ... 20.0
Sheet metal workers 19.0
Asbestos workers ... 40.0

SAN MATEO COUNTY, CA

Area covered.— San Mateo County, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All .... 12.0-14.0

SANTA CLARA COUNTY, CA

Area covered.— Santa Clara County, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice 18.0-21.7

Timetable Trade Goal

Until further notice 10.5-12.6

SACRAMENTO, CA

Area covered.— Sacramento, Yolo, Amador,
Placer, El Dorado, Nevada, and Sierra Coun-
ties, CA.
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SANTA CRUZ COUNTY, CA

Area covered.— Santa Cruz County, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice 17.0-20.4
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REGION X

ALASKA

Area covered.— State of Alaska.

GOALS AND TIMETABLES

[In percent]
Timetable Trade Goal
Until further notice | Asbestos workers 26.4-28.0
Carpenters ... 25.7-28.0
Electricians ... 25.7-28.0
Ironworkers 25.7-28.0
Operating engineers 26.1-28.0
Painters ........ 25.8-28.0
Pile drivers ... .. | 25.1-28.0
Plumbers and steamfitters 25.4-28.0
Roofers 27.6-28.0
Sheetmetal workers ... 25.6-28.0
Teamsters 25.6-28.0
All other ... 26.1-28.1
PASCO, WA

Area covered.— The area of jurisdiction of
the Southeastern Washington Building &
Construction Trades Council as follows: all
of Benton, Franklin, and Walla Walla Coun-
ties, Grant County to Highway 2 and the
southwest corner of Adams County, WA.

GOALS AND TIMETABLES

[In percent]
Timetable Trade Goal
Until further notice | Boilermakers ... 12.5-15.0
Bricklayers 11.0-13.5
Carpenters ... 9.8-12.3
Cement finishers . 11.5-14.0
Electricians ... 10.0-12.5
Ironworkers ... 10.0-12.5
Operating engineers 10.2-12.7
Painters ... 10.0-12.5
Plumbers and fitters .9-12.4
Sheetmetal workers 10.8-13.3
Laborers ... 9.5-13.3
All other ... 10.0-12.5

PORTLAND, OR
Area covered— Multnomah, Clackamas, and
Washington Counties, OR.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All ..o 5.5-6.5

SEATTLE, WA

Area covered—King County, WA.
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GOALS AND TIMETABLES

[In percent]

Timetable Trade Goal
Until further notice | All ....ccoiiiiiiiciicece 8.8-11.5
SPOKANE, WA
Area covered—Washington Counties: Spo-
kane, Whitman, Lincoln, Adams, Stevens,

Pend Oreille, Columbia, Garfield, Asotin,
Ferry, Okanogan, Chelan, Douglas and Grant
(north of Highway 2), and in connection with
Indian employment, parts of any other coun-
ties included in reservations incorporating
portions of the above area; Idaho: Boundary,
Bonner, Kootenai, Shoshone, Benewah,
Latah, Clearwater, Nez Perce, Lewis, and
Idaho, and in connection with Indian em-
ployment, any other territory included in
reservations, part of which are in the above
counties.

GOALS AND TIMETABLES

[In percent]
Timetable Trade Goal
Until further notice | All .....cocoiiiiiiiieieee, (O]
12.0 and above.
TACOMA, WA

Area covered— Pierce, Thurston, Mason,
Lewis, Grays Harbor, and Pacific Counties,
WA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice | All .....cccooeiiiiiiiiis 12.2-15.0

[43 FR 58357, Dec. 14, 1978]

EXHIBIT E—LIST OF REGIONAL OFFICES,
OFFICE OF FEDERAL CONTRACT COM-
PLIANCE PROGRAMS (OFCCP), U.S.
DEPARTMENT OF LLABOR (USDL)

Region I (ME, NH, VT, MA, RI, CT)

Associate Regional Administrator, USDL/
OFCCP, JFK Building, Room 1612-C,
Government Center, Boston, MA 12203,
(617) 223-4232.

Region II (NY, NJ, PR, VI)

Associate Regional Administrator, USDL/
OFCCP, 1515 Broadway, Room 3306, New
York, NY 10036, (212) 662-5563.

Region III (PA, MD, DE, VA, WV, DC)

Associate Regional Administrator, USDL/
OFCCP, Gateway Building, Room 15434,
3635 Market Street, Philadelphia, PA
19104, (215) 596-1213.
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Region IV (NC, SC, KY, TN, MS, AL, GA, FL)
Associate Regional Administrator, USDL/
OFCCP, 1371 Peachtree Street, NE, Room
729, Atlanta, GA 30309, (402) 881-4211).
Region V (OH, IN, MI, IL, WI, MN)

Associate Regional Administrator, USDL/
OFCCP, New Federal Building, 16th
Floor, 2340 South Dearborn Street, Chi-
cago, IL 60604, (312) 353-8887.

Region VI (LA, AR, OK, TX, NM)

Associate Regional Administrator, USDL/
OFCCP), 555 Griffin Square Building,
Room 506, Dallas, TX 75202, (214) 767-4771.

Region VII (MO, IA, NE, KS)

Associate Regional Administrator, USDL/
OFCCP Regional Administrator, Federal
Office Building, Room 2000, 911 Walnut
Street, Kansas City, MO 64106, (816) 374—
5384.

Region VIII (ND, SD, MT, WY, CO, UT)

Associate Regional Administrator, USDL/
OFCCP, 14431 Federal Office Building,
1961 Stout Street, Denver, CO 80202, (303)
837-5011.

Region IX (CA, NV, AZ, HI, GU)

Associate Regional Administrator, USDL/
OFCCP, Federal Office Building, Room
10341, 450 Golden Gate, San Francisco, CA
94102, (415) 556-3597.

Region X (WA, OR, ID)

Associate Regional Administrator, USDL/
OFCCP, Federal Office Building, 909 First
Avenue, Room 4095, Seattle, WA 98174,
(206) 442-4508.

[44 FR 24852, Apr. 27, 1979]

Subpart F—Procedures for the Pro-
tection of Historical and Ar-
cheological Properties

AUTHORITY: 16 U.S.C. 470; 7 U.S.C. 1989; 42
U.S.C. 1480; 42 U.S.C. 2942; 5 U.S.C. 301; sec.
10, Pub. L. 93-357, 88 Stat. 392; delegation of
authority by Sec. of Agri., 7 CFR 2.23; dele-
gation of authority by the Asst. Sec. for
Rural Development, 7 CFR 2.70; delegations
of authority by Dir., OEO, 29 FR 14764, 33 FR
9850.

SOURCE: 42 FR 62141, Dec. 9, 1977, unless
otherwise noted.

§1901.251 Purpose.

This subpart prescribes Farmers
Home Administration (FmHA) or its
successor agency under Public Law 103—
3564 policies, procedures, and guidelines
for compliance with section 106 of the
National Historic Preservation Act of
1966 (Pub. L. 89-665), the Reservoir Sal-
vage Act of 1960 (Pub. L. 86-523), as
amended May 24, 1974, by the
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Archeologic and Historic Preservation
Act (Pub. L. 93-291), and section 1(3) of
Executive Order 11593.

§1901.252 Policy.

(a) The FmHA or its successor agen-
cy under Public Law 103-354 recognizes
that significant scientific, pre-
historical, historical and archeological
(HA) resources are an important part
of our National Heritage.

(b) The FmHA or its successor agen-
cy under Public Law 103-354 will con-
sult with appropriate Federal, State,
and local Agencies; other organiza-
tions; the State Historic Preservation
Officer (SHPO) and individuals to as-
sess the impact of any proposed FmHA
or its successor agency under Public
Law 103-354 undertaking on properties
having historical or archeological sig-
nificance in order to avoid or mitigate
any adverse effects on the properties.

(c) The procedures in this subpart
have been developed in accordance
with section 1(3) of Executive Order
111593.

§1901.253 Definitions.

(a) Undertaking means any new or
continuing projects or program activi-
ties supported in whole or in part
through FmHA or its successor agency
under Public Law 103-354 contracts,
grants, subsidies, loans, or other forms
of funding assistance. This does not in-
clude any actual construction by
FmHA or its successor agency under
Public Law 103-354.

(b) National Historic Preservation Act.
The National Register means the Na-
tional Register of Historic Places,
which is a register of districts, sites,
buildings, structures, and objects, sig-
nificant in American history, architec-
ture, archeology, and culture main-
tained by the Secretary of the Interior
under the authority of section 2(b) of
the Historic Sites Act of 1935 and sec-
tion 101(a)(1) of the National Preserva-
tion Act. The National Register is pub-
lished in its entirety in the FEDERAL
REGISTER each year in February. Ad-
denda are published on the first Tues-
day of each month.

(c) National Register Property means a
district, site, building, structure, or ob-
ject included in the National Register.
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(d) Property eligible for inclusion in the
National Register means any district,
site, building, structure, or object
which the Secretary of the Interior de-
termines is likely to meet the National
Register criteria.

(e) State Historic Preservation Officer
(SHPO) means the official within each
State, designated by the Governor at
the request of the Secretary of the In-
terior, to administer the National Reg-
ister and historic preservation grants
program and to coordinate preserva-
tion planning within the State.

(f) Criteria of effect means when any
condition of an undertaking causes or
may cause any change, beneficial or
adverse, in the scientific, historical,
architectural, archeological, or cul-
tural character of a National Register
property that qualifies the property
under the National Register criteria.

(g) Historical and archeological assess-
ment means a determination by the
FmHA or its successor agency under
Public Law 103-354 State Director
using the criteria of effect as a guide,
as to whether a proposed undertaking
may have an effect upon any properties
located within the project area which
are included or eligible for inclusion in
the National Register.

(h) National Register criteria means
the following criteria established by
the Secretary of the Interior for use in
evaluating and determining the eligi-
bility of properties for listing in the
National Register: The quality of sig-
nificance in American History, Archi-
tecture, Archeology, and the culture is
present in districts, sites, buildings,
structures, and objects of State and
local importance, that possess integ-
rity of location, design, setting, mate-
rials, workmanship, feeling, and asso-
ciation; and

(1) That are associated with events
that have made a significant contribu-
tion to the broad patterns of our his-
tory; or

(2) That are associated with the lives
of persons significant in our past; or

(3) That embody the distinctive char-
acteristics of a type, period, or method
of construction, or that represent the
work of a master, or that possess high
artistic values, or that represent a sig-
nificant and distinguishable entity
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whose components may lack individual
distinction; or

(4) That have yielded, or may be like-
ly to yield, information important in
prehistory or history.

(i) FmHA or its successor agency under
Public Law 103-354 official means the
FmHA or its successor agency under
Public Law 103-354 County Supervisor,
the FmHA or its successor agency
under Public Law 103-354 State Direc-
tor or his designated representative.

(j) Project area means those geo-
graphical or legally defined areas di-
rectly under or to be under the appli-
cants control that are affected by the
undertaking such as building sites,
easements, rights-of-way, leasehold in-
terests and those areas which are di-
rectly and significantly impacted by
the undertaking.

(k) Advisory council means the Advi-
sory Council on Historic Preservation,
Suite 430, 1522 K Street NW., Wash-
ington, DC 20005, created by title II of
Pub. L. 89-665 and charged with the re-
sponsibility of advising the President,
Congress, and others on matters relat-
ing to historic preservation.

(1) HA as used in this regulation is an
abbreviation of the term ‘‘scientific,
prehistorical, historical, and archeo-
logical.”

§1901.254 Scope.

FmHA or its successor agency under
Public Law 103-354 will evaluate all un-
dertakings for possible HA signifi-
cance. This subpart covers the fol-
lowing types of undertakings:

(a) Undertakings requiring a historical
and archeological assessment. Although
the following undertakings are pre-
sumed to involve nonfederally owned
lands, they may have an effect on prop-
erties having HA significance and,
therefore, will require a historical and
archeological assessment:

(1) Loans and grants for the develop-
ment of business and industry includ-
ing guaranteed loans.

(2) Loans and grants for multiple
family housing projects of 25 or more
dwelling units.

(3) Subdivision plans submitted for
approval having 25 or more building
sites.
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(4) Loans and grants in rural areas to
construct, enlarge, extend, or other-
wise improve:

(i) Community water, sanitary sew-
age, solid waste disposal, and storm
waste water disposal systems.

(ii) Other essential community facili-
ties such as fire and rescue, health,
safety, public buildings, schools, trans-
portation, traffic, and law enforce-
ment.

(5) Loans to develop community irri-
gation, drainage, and other soil and
water conservation and use facilities.

(6) Loans to acquire and develop graz-
ing land for livestock of an association
of members.

(7) Loans in areas designated by the
Soil Conservation Service (SCS), U.S.
Department of Agriculture (USDA), to
conserve and develop natural resources
and to contribute to economic im-
provement of the area.

(8) Loans to protect and develop land
and water resources in small water-
sheds.

(9) Loans to permit Indian tribes to
buy land within their reservations.

(b) Undertakings presumed not to re-
quire a historical and archeological as-
sessment. The following undertakings
are generally presumed to involve non-
federally owned lands and not to have
an effect on properties of historical and
archeological value and will therefore
not usually require a historical and ar-
cheological assessment. However, when
the State Director or County Super-
visor finds or has had communication
or obtains information from a recog-
nized historical and archeological au-
thority that a specific undertaking
may have an effect on a property in-
cluded or eligible for inclusion in the
National Register, a historical and ar-
cheological assessment will be made.

(1) Loans to farmers and ranchers in
rural areas for the purchase, develop-
ment, and operation of farms and
ranches.

(2) Loans to individual families in
rural areas for the purchase, construc-
tion, or improvement of single family
residences.

(3) Loans and grants for multiple
family housing projects of not more
than 24 family dwelling units.
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(4) Subdivision plans submitted for
approval having 24 or less building
sites.

(5) Loans to farmers, ranchers, and
other rural residents to develop land,
water, and other related resources for
increased production of food and other
crops, improved pastures, feed crops,
water facilities for livestock, and im-
proved habitats for fish and wildlife.

(6) Emergency and disaster loans to
farmers, ranchers and other rural resi-
dents in declared or designated areas as
a result of a major or national disaster.

§1901.255 Historical and archeological
assessments.

(a) The FmHA or its successor agen-
cy under Public Law 103-354 official,
normally the FmHA or its successor
agency under Public Law 103-354 Coun-
ty Supervisor, who receives a
preapplication or application for loan
or grant assistance on an undertaking
that may have an effect on HA prop-
erties will, as part of the process, take
the following actions:

(1) Carefully review the State supple-
ments issued by the State Director
pursuant to §1901.262(a) to determine
whether there are any properties with-
in the project area that appear in the
National Register.

(2) Document the following:

(i) A brief narrative report of the
findings and conclusions of an on-site
reconnaissance of the project area.

(ii) Any ‘“‘in-house” knowledge of
known or suspected HA sites in the
project area.

(3) Submit the information outlined
in paragraph (a)(2) of this section to
the FmHA or its successor agency
under Public Law 103-354 State Direc-
tor as part of the preapplication or ap-
plication.

(b) Upon receipt of the
preapplication/application the FmHA
or its successor agency under Public
Law 103-354 State Director will, as a
concurrent part of the preapplication/
application review, prepare a historical
and archeological assessment of the
undertaking. In making the assessment
the State Director will consider infor-
mation from the following sources:

(1) State and Regional Clearinghouse
comments.
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(2) Information submitted by the
County Supervisor pursuant to para-
graph (a)(2) of this section.

(3) Factual comments or rec-
ommendations of the SHPO or other
responsible Federal, State, or local of-
ficials.

(4) Any other reliable information
concerning properties in the project
area having HA significance.

(c) Upon completion of the
preapplication or application review,
the State Director will take the fol-
lowing actions:

(1) When his assessment indicates
that no properties of HA significance
will be effected by the proposed under-
taking, he will proceed with processing
of the preapplication or application.

(2) When his assessment indicates
that there are properties included in
the National Register that may be ef-
fected by the proposed undertaking, he
will in consultation with the SHPO,
the applicant and its representatives,
and other appropriate historical and
archeological authorities plan appro-
priate measures to avoid or mitigate
any adverse effects. He will also notify
the Advisory Council and Secretary of
the Interior of the proposed under-
taking, and of its possible effect on the
National Register properties and pro-
vide them with a copy of the proposed
plan in order to afford them a reason-
able opportunity for comment. Com-
ments that are received with 45 cal-
endar days of notification in accord-
ance with the requirements for com-
ment as outlined in section 106 of the
National Historic Preservation Act of
1966, will be considered in further de-
velopment of the undertaking.

(3) When his assessment indicates
that there are properties thay may be
eligible for inclusion in the National
Register, based on his application of
the National Register criteria, he will
request the Regional Director of the
National Park Service, U.S. Depart-
ment of the Interior, Attention: Inter-
agency Archeological Services, in writ-
ing, to cause a survey of the project
area to be made to determine the sig-
nificance of the properties in accord-
ance with section 3(b) of Pub. L. 93-291.
The State Director’s letter to the Re-
gional Director should request a re-
sponse within 45 calendar days as to
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whether the National Park Service in-
tends to cause a survey to be made, de-
clines to undertake a survey, or that a
survey is not warranted based on avail-
able data. The addresses of the Re-
gional Offices of the National Park
Service are listed in exhibit A of this
subpart. If no response is received
within the 45-day period, the State Di-
rector will proceed as outlined in para-
graph (¢)(7) of this section.

(4) The State Director will cooperate
fully with the National Park Service in
the conduct of a survey should one be
undertaken to assure that:

(i) The professional archeologist/his-
torian conducting the survey provides
his written opinion as to the eligibility
of any identified properties for inclu-
sion in the National Register.

(ii) When the professional archeolo-
gist/historian recommends recovery,
protection, or preservation of identi-
fied properties, the National Park
Service is requested to undertake this
project.

(5) When the survey made in para-
graph (c)(3) of this section does not
identify any historical and archeo-
logical properties that may be eligible
for inclusion in the National Register,
or the National Park Service is not
going to undertake activity pursuant
to paragraph (c)(4)(ii) of this section,
the State Director, after consultation
with the SHPO and the National Park
Service, will document the findings
and proceed with processing of the ap-
plication.

(6) When the survey identifies prop-
erties that may be eligible for inclu-
sion in the National Register, the
State Director will request the SHPO
to proceed with the nomination of such
properties. The State Director will
then proceed as outlined in paragraph
(c)(2) of this section for any properties
accepted for inclusion in the National
Register.

(7) When the National Park Service
declines to cause a survey to be made
or determines that one is not war-
ranted, the State Director will docu-
ment such facts and proceed with proc-
essing of the application.
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§§1901.256-1901.258 [Reserved]

§1901.259 Actions to be taken when
archeological properties are discov-
ered during construction.

(a) When properties of significant HA
value are discovered during construc-
tion, the State Director will imme-
diately consult with the applicant, the
SHPO and the Regional Director of the
National Park Service to determine
whether there is sufficient factual evi-
dence to warrant a decision to stop
construction and undertake detailed
survey and recovery.

(b) When the consultations in para-
graph (a) of this section result in a de-
termination by the National Park
Service to request the applicant to stop
construction, such stop action should
be taken so that the Park Service can
initiate measures for immediate recov-
ery within 60 days after notification of
a discovery.

(c) When the consultations in para-
graph (a) of this section do not result
in a determination by the National
Park Service to stop construction and
to undertake a survey and recovery,
construction should be permitted to
proceed with caution. In the event that
the National Park Service determines
that recovery is necessary, the FmHA
or its successor agency under Public
Law 103-354 applicant/borrower and the
Park Service should determine that
the consent of all persons, associations,
or public entities having legal interests
in the property involved has been se-
cured. Also, the applicant should be in-
formed that the Secretary of the Inte-
rior is authorized to compensate any
person, association, or public entity
damaged as a result of delay in con-
struction or as a result of the tem-
porary loss of the use of public or any
nonfederally owned land.

(d) No survey or recovery work will
be required which in the determination
of the State Director would seriously
impede FmHA or its successor agency
under Public Law 103-354 actions in
providing assistance where the State
Director determines that immediate
action is required to avoid loss or dam-
age of life or property. Nevertheless,
appropriate measures will be taken to
the extent practical to preserve, pro-
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tect, or mitigate any damage to prop-
erties having HA significance.

§1901.260 Coordination
agencies.

(a) When other Agencies are directly
involved in any undertaking that re-
quires a historical and archeological
assessment, the State Director will
contact the Agencies concerned to de-
termine if a joint assessment will be
prepared and whether a single lead
Agency will assume primary responsi-
bility for preparing the assessment.

(b) When a lead Agency is agreed
upon other than FmHA or its successor
agency under Public Law 103-354,
FmHA or its successor agency under
Public Law 103-354 will provide that
Agency with information about its re-
spective areas of responsibility. Assess-
ments will indicate Agency participa-
tion and concurrence.

(c) When FmHA or its successor
agency under Public Law 103-354 pro-
gram activities are planned that pri-
marily supplement those of the SCS,
USDA, such as watershed projects, re-
source conservation and development
measures, and irrigation and drainage
projects, the SCS will be designated as
the lead Agency.

§1901.261 [Reserved]

§1901.262 State supplement.

(a) The State Director shall be re-
sponsible for preparing a list of all
properties included in the National
Register in his area of jurisdiction and
issuing such list as a part of a State
supplement. Such a list will be updated
as needed to reflect changes in the Na-
tional Register.

(b) State Directors may also supple-
ment this subpart and its exhibit as ap-
propriate to meet State and local laws
and regulations.

with other

EXHIBIT A TO SUBPART F—NATIONAL
PARK SERVICE, U.S. DEPARTMENT OF
THE INTERIOR REGIONAL OFFICES

Contact should be made to: Chief, Inter-
agency Archeological Services Division, Of-
fice of Archeological and Historic Preserva-
tion, National Park Service.

The three Regional Offices are:

San Francisco Office: Old Post Office Build-
ing, Mission and Tth Streets, Post Office

Box 5700, San Francisco, Calif. 94104.
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States covered: Arizona, Utah, Idaho, and
West, including Hawaii and Alaska. At-
tention: Mr. Garland Gordon. Telephone:
415-556-7711.

Denver Office: 1978 South Garrison Street,

Denver, Colo. 80225.

States covered: Wisconsin, Iowa, Missouri,
Oklahoma, Texas and West to San Fran-
cisco area. Attention: Mr. Jack R. Rudy.
Telephone: 303-234-2560.

Atlanta Office: 730 Peachtree Street, Atlanta,

Ga. 30308.

States covered: All others East of Denver
area. Attention: Mr. Wilford Susted.
Telephone: 404-526-2611.

Subparts G-J [Reserved]

Subpart K—Cetlificates of Bene-
ficial Ownership and Insured
Notes

AUTHORITY: 7 U.S.C. 1989; 42 U.S.C. 1480;
delegation of authority by the Secretary of
Agriculture, 7 CFR 2.23; delegation of au-
thority by the Assistant Secretary for Rural
Development, 7 CFR 2.70.

SOURCE: 41 FR 51799, Nov. 24, 1976, unless
otherwise noted.

§1901.501 Purpose.

This subpart prescribes policies and
procedures for Farmers Home Adminis-
tration (FmHA) or its successor agency
under Public Law 103-354 certificates of
beneficial ownership and insured notes.

§1901.502 Policy.

It is the current policy to sell all cer-
tificates of beneficial ownership to the
Federal Financing Bank for financing
activities from the Agricultural Credit
Insurance Fund and the Rural Develop-
ment Insurance Fund. Sales from the
Rural Housing Insurance Fund will be
made to the Federal Financing Bank to
the extent necessary to service certifi-
cates of beneficial ownership held by
the Federal Financing Bank. Sales in
excess of those needed for servicing re-
quirements will be made to the public.
In addition to sales, this subpart pro-
vides policy for the servicing of out-
standing certificates of beneficial own-
ership, insurance contracts, and in-
sured notes held by investors.

[61 FR 24301, July 3, 1986]
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§1901.503 Definitions.

(a) As used in §§1901.505, 1901.507,
1901.508 and 1901.509 the following defi-
nitions will apply:

(1) Announcement of sale. Any notice
of terms and conditions respecting a
sale of certificates.

(2) Certificate. A certificate of bene-
ficial ownership issued by Farmers
Home Administration (FmHA) or its
successor agency under Public Law 103—
354 under this subpart.

(3) Director, Finance Office. The Direc-
tor or the Insured Loan Officer of the
Finance Office of FmHA or its suc-
cessor agency under Public Law 103-
354.

(4) FmHA or its successor agency under
Public Law 103-354. The United States
acting through the Farmers Home Ad-
ministration or its successor agency
under Public Law 103-354.

(5) Finance Office. The office which
maintains the FmHA or its successor
agency under Public Law 103-354 fi-
nance records. It is located at 1520 Mar-
ket Street, St. Louis, Missouri 63103.
(Phone: 314-425-4400)

(6) Fired period. Any time interval
(preceding an option period) during
which the insured holder is not entitled
to require FmHA or its successor agen-
cy under Public Law 103-354 to pur-
chase the insured note, as specified in
the insurance agreement.

(7 Insurance agreement. The entire
contract evidencing and setting forth
the terms and conditions of FmHA or
its successor agency under Public Law
103-354 insurance of the payment for
the insured note. The insurance agree-
ment with respect to any particular
loan may be evidenced by Form FmHA
or its successor agency under Public
Law 103-354 440-5, ‘‘Insurance Endorse-
ment (Insured Loan),” FmHA or its
successor agency under Public Law 103—
354 440-30, ‘‘Insurance Endorsement (In-
sured Loans),” or any other form or
forms prescribed by the National Office
and executed by an authorized official
of FmHA or its successor agency under
Public Law 103-354. It may include such
provisions as, for example, an agree-
ment of FmHA or its successor agency
under Public Law 103-354 to purchase
or repurchase the loan, or to make sup-
plementary payments from the insur-
ance fund.
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(8) Insurance fund. The Agricultural
Credit Insurance Fund authorized by
section 309 of the Consolidated Farm
and Rural Development Act, the Rural
Development Insurance Fund author-
ized by section 309A of the Consoli-
dated Farm and Rural Development
Act, or the Rural Housing Insurance
Fund authorized by section 517 of title
V of the Housing Act of 1949.

(9) Insured holder. The current owner
of an insured note other than FmHA or
its successor agency under Public Law
103-354, according to the records of
FmHA or its successor agency under
Public Law 103-354 is insurer of the
note.

(10) Insured note. Any promissory
note or bond evidencing an insured
loan regardless of whether it is held by
FmHA or its successor agency under
Public Law 103-354 in the insurance
fund, by a private holder, or by FmHA
or its successor agency under Public
Law 103-354 as trustee.

(11) Loan. Loans made and held in the
Agricultural Credit Insurance Fund,
Rural Development Insurance Fund, or
the Rural Housing Insurance Fund.

(12) National Office. The Adminis-
trator or other authorized officer of the
FmHA or its successor agency under
Public Law 103-354 in Washington, DC.

(13) Option period. Any period during
which the insured holder has the op-
tional right to require the FmHA or its
successor agency under Public Law 103—
354 to purchase the insured note, as
specified in the insurance agreement.

(14) Par value. The total amount to
which the insured holder is entitled
under the terms of the insurance agree-
ment.

(15) Private buyer. A buyer of an in-
sured note other than FmHA or its suc-
cessor agency under Public Law 103-
364.

(16) Private holder. An insured holder
other than FmHA or its successor
agency under Public Law 103-354.

(17) Repurchase agreement. A provision
in the insurance agreement obligating
FmHA or its successor agency under
Public Law 103-354 to buy the insured
note at the option of the holders.

(18) Sale, or seller, and buyer. The
transfer of ownership (including posses-
sion or the right of possession), the
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transferor, and the transferee respec-
tively.

(19) State Director. The State Director
of FmHA or its successor agency under
Public Law 103-354 for the State in
which is located the real estate im-
proved, purchased, or refinanced with
the loan evidenced by the insured note.

(b) As used in §1901.506 the following
definitions will apply:

(1) Reserve bank. The Federal Reserve
Bank of New York (and any other Fed-
eral Reserve Bank which agrees to
issue securities in book-entry form) as
fiscal agent of the United States acting
on behalf of FmHA or its successor
agency under Public Law 103-354 and,
when indicated, acting in its individual
capacity.

(2) FmHA or its successor agency under
Public Law 103-354 security. A certifi-
cate representing beneficial ownership
of notes, bonds, debentures, or other
similar obligations held by FmHA or
its successor agency under Public Law
103-354 under the Consolidated Farm
and Rural Development Act and title V
of the Housing Act of 1949, issued in the
form of a definitive FmHA or its suc-
cessor agency under Public Law 103-354
security or a book-entry FmHA or its
successor agency under Public Law 103-
354 security.

(3) Definitive FmHA or its successor
agency under Public Law 103-354 secu-
rity. An FmHA or its successor agency
under Public Law 103-354 security in
engraved on printed form.

(4) Book-entry FmHA or its successor
agency under Public Law 103-354 secu-
rity. An FmHA or its successor agency
under Public Law 103-354 security in
the form of an entry made as pre-
scribed in this subpart on the records
of a Reserve bank.

(5) Pledge. A pledge of, or any other
security interest in, FmHA or its suc-
cessor agency under Public Law 103-354
securities as collateral for loans or ad-
vances, or to secure deposits of public
moneys or the performance of an obli-
gation.

(6) Date of call. The date fixed in the
official notice of call published in the
FEDERAL REGISTER on which FmHA or
its successor agency under Public Law
103-354 will make payment of the secu-
rity before maturity in accordance
with its terms.
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(T) Member bank. Any national bank,
state bank, or bank or trust company
which is a member of a Reserve bank.

§1901.504 Authorities and responsibil-
ities.

The Administrator will approve all
methods of FmHA or its successor
agency under Public Law 103-354 fi-
nancing and major changes in existing
methods. The Director, Finance Office,
is responsible for servicing of all cer-
tificates of beneficial ownership and in-
sured notes issued by the Finance Of-
fice, the Federal Reserve Bank of New
York for the servicing of insurance
contracts, and the Federal Reserve
banks for certificates of beneficial
ownership for which the Reserve banks
are FmHA or its successor agency
under Public Law 103-354’s fiscal
agents.

§1901.505 Certificates of beneficial
ownership in FmHA or its successor
agency under Public Law 103-354
loans.

(a) Special trust of loans—(1) Establish-
ment of special trusts. From time to
time FmHA or its successor agency
under Public Law 103-354 will place in
special trusts unmature loans evi-
denced by notes or other instruments.
Loans may be placed into or removed
from a special trust, but there will al-
ways be maintained in such trusts
loans on which the unpaid amount is at
least equal to the face value of the out-
standing unmature certificates evi-
dencing beneficial ownership in such
special trust as provided in paragraph
(a)(2) of this section.

(2) Beneficial ownership of special
trusts. To permit interested persons to
acquire a beneficial ownership of loans
comprising a special trust established
under paragraph (a)(1) of this section,
FmHA or its successor agency under
Public Law 103-354 will sell certificates
which will evidence beneficial owner-
ship of an interest in the special trust
to the extent of the face value of such
certificates. FmHA or its successor
agency under Public Law 103-354 will
own an interest in special trusts equal
to the amount by which the unpaid
principal amount of loans comprising
the trusts exceeds the face value of all
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outstanding certificates evidencing
beneficial ownership in such trusts.

(b) Sale of certificates. FmHA or its
successor agency under Public Law 103—
354 will offer certificates for sale from
time to time on such terms and condi-
tions it may deem appropriate. Sales
made by the Finance Office shall be
made by its Director. No sale in excess
of $1 million will be made to any one
investor without prior approval of the
Associate Administrator or his des-
ignee. The terms and limitations of
sales are subject to change from time
to time, and may be obtained from the
Finance Office.

(1) Form of certificates. The certifi-
cates may be interest-bearing or non-
interest-bearing. The certificates may
be made payable to the bearer or reg-
istered holder thereof, and will be ne-
gotiable. The certificates will be issued
in denominations specified in the invi-
tations for bid or other announcement
of sale.

(2) Issue date and maturity date of cer-
tificates. The certificates will be issued
on such dates and mature on such dates
as specified in the invitation for bids or
other announcement of sale. Such
dates will appear on the face of the cer-
tificates.

§1901.506 Book-entry procedure for
FmHA or its successor agency
under Public Law 103-354 securi-
ties—issuance and redemption of
certificate by Reserve bank.

(a) Authority of Reserve bank. Each
Reserve bank is hereby authorized in
accordance with the provisions of this
subpart to:

(1) Issue book-entry FmHA or its suc-
cessor agency under Public Law 103-354
securities by means of entries on its
records which shall include the name of
the depositor, the amount, the securi-
ties title (or series) and maturity date.

(2) Effect conversions between book-
entry FmHA or its successor agency
under Public Law 103-354 securities and
definitive FmHA or its successor agen-
cy under Public Law 103-354 securities.

(3) Otherwise service and maintain
book-entry FmHA or its successor
agency under Public Law 103-354 secu-
rities.

(4) Issue a confirmation of trans-
action in the form of a written advice
(serially numbered or otherwise) which
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specifies the amount and description of
any securities (that is, the securities
title (or series) and the maturity date)
sold or transferred and the date of the
transaction.

(b) Scope and effect of book-entry pro-
cedure. (1) A Reserve bank as fiscal
agent of the United States acting on
behalf of FmHA or its successor agency
under Public Law 103-354 may apply
the book-entry procedure provided for
in this subpart to any FmHA or its suc-
cessor agency under Public Law 103-354
securities which have been or are here-
after deposited for any purpose in ac-
counts with it in its individual capac-
ity under terms and conditions which
indicate that the Reserve bank will
continue to maintain such deposit ac-
counts in its individual capacity, not-
withstanding application of the book-
entry procedure to such securities.
This paragraph shall be applicable but
not limited to FmHA or its successor
agency under Public Law 103-354 secu-
rities deposited:

(i) As collateral pledged to a Reserve
bank (in its individual capacity) for ad-
vances by it.

(ii) By a member bank for its sole ac-
count.

(iii) By a member bank held for the
account of its customers.

(iv) In connection with deposits in a
member bank of funds of States, Mu-
nicipalities, or other political subdivi-
sions.

(v) In connection with the perform-
ance of an obligation or duty under
Federal, State, Municipal, or local law,
or judgments or decrees of courts.

(2) The application of the book-entry
procedure under paragraph (b)(1) of this
section shall not detract from or ad-
versely affect the relationships that
would otherwise exist between a Re-
serve bank in its individual capacity
and its depositors concerning any de-
posit under this paragraph. Whenever
the book-entry procedure is applied to
such FmHA or its successor agency
under Public Law 103-354 securities,
the Reserve bank is authorized to take
all action necessary in respect of the
book-entry procedure to enable such
Reserve bank in its individual capacity
to perform its obligation as depositary
with respect to such FmHA or its suc-
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cessor agency under Public Law 103-354
securities.

(3) A Reserve bank as fiscal agent of
the United States acting on behalf of
FmHA or its successor agency under
Public Law 103-354 may apply the
book-entry procedure to FmHA or its
successor agency under Public Law 103-
354 securities deposited as collateral
pledged to the United States under
Treasury Department Circular Nos. 92
and 176, both as revised and amended,
and may apply the book-entry proce-
dure, with the approval of the Sec-
retary of the Treasury, to any other
FmHA or its successor agency under
Public Law 103-354 securities deposited
with a Reserve bank as fiscal agent of
the United States.

(4) Any person having an interest in
FmHA or its successor agency under
Public Law 103-354 securities which are
deposited with a Reserve bank (in ei-
ther its individual capacity or as fiscal
agent of the United States) for any
purpose shall be deemed to have con-
sented to their conversion to book-
entry FmHA or its successor agency
under Public Law 103-354 securities
pursuant to the provisions of this sub-
part and in the manner and under the
procedure prescribed by the Reserve
bank.

(6) No deposits shall be accepted
under this section on or after the date
of maturity or call of FmHA or its suc-
cessor agency under Public Law 103-354
securities.

(c) Transfer or pledge. (1) A transfer or
pledge of book-entry FmHA or its suc-
cessor agency under Public Law 103-354
securities to a Reserve bank (in its in-
dividual capacity or as fiscal agent of
the United States), or to the United
States, or to any transferee or pledgee
eligible to maintain an appropriate
book-entry account in its name with a
Reserve bank under this subpart is ef-
fected and perfected, notwithstanding
any provision of law to the contrary,
by a Reserve bank making an appro-
priate entry in its records of the secu-
rities transferred or pledged. The mak-
ing of such an entry in the records of a
Reserve bank shall:

(i) Have the effect of a delivery in
bearer form of definitive FmHA or its
successor agency under Public Law 103-
354 securities.
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(ii) Have the effect of a taking of de-
livery by the transferee or pledgee.

(iii) Constitute the transferee or
pledgee a holder.

(iv) If a pledge, effect a perfected se-
curity interest therein in favor of the
pledgee. A transfer or pledge of book-
entry FmHA or its successor agency
under Public Law 103-354 securities ef-
fected under this paragraph shall have
priority over any transfer, pledge, or
other interest, theretofore or there-
after effected or perfected under para-
graph (c)(2) of this section or any other
manner.

(2) A transfer or pledge of transfer-
able FmHA or its successor agency
under Public Law 103-354 securities, or
any interest therein, which is main-
tained by a Reserve bank (in its indi-
vidual capacity or as fiscal agent of the
United States) in a book-entry account
under this subpart, including securities
in book-entry form under
§1901.506(b)(1)(iii) is effected, and a
pledge is perfected by any means that
would be effective under applicable law
to effect a transfer or to effect and per-
fect a pledge of FmHA or its successor
agency under Public Law 103-354 secu-
rities, or any interest therein, if the se-
curities were maintained by the Re-
serve bank in bearer definitive form.
For purposes of transfer or pledge here-
under, book-entry FmHA or its suc-
cessor agency under Public Law 103-354
securities maintained by a Reserve
bank shall, notwithstanding any provi-
sion of law to the contrary, be deemed
to be maintained in bearer definitive
form. A Reserve bank maintaining
book-entry FmHA or its successor
agency under Public Law 103-354 secu-
rities, either in its individual capacity
or as fiscal agent of the United States,
is not a bailee for the purposes of noti-
fication of pledges of these securities
under this paragraph, or a third person
in possession for the purposes of ac-
knowledgment of transfers thereof
under this paragraph. Where transfer-
able FmHA or its successor agency
under Public Law 103-354 securities are
recorded on the books of a depositary
(a bank, banking institution, financial
firm, or similar party, which regularly
accepts in the course of its business
FmHA or its successor agency under
Public Law 103-354 securities as a cus-
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todial service for customers, and main-
tains accounts in the names of such
customers reflecting ownership of or
interest in such securities) for account
of the pledgor or transferor thereof and
such securities are on deposit with a
Reserve bank in a book-entry account
hereunder, such depositary shall, for
purposes of perfecting a pledge of such
securities or effecting delivery of such
securities to a purchaser under applica-
ble provisions of law, be the bailee to
which notification of the pledge of the
securities may be given or the third
person in possession from which ac-
knowledgment of the holding of the se-
curities for the purchaser may be ob-
tained. A Reserve bank will not accept
notice or advice of a transfer or pledge
effected or perfected under this para-
graph and any such notice or advice
shall have no effect. A Reserve bank
may continue to deal with its depositor
in accordance with the provisions of
this subpart, notwithstanding any
transfer or pledge effected or perfected
under this paragraph.

(3) No filing or recording with a pub-
lic recording office or officer shall be
necessary or effective with respect to
any transfer or pledge of book-entry
FmHA or its successor agency under
Public Law 103-354 securities or any in-
terest therein.

(4) A Reserve bank shall, upon re-
ceipt of appropriate instructions, con-
vert book-entry FmHA or its successor
agency under Public Law 103-354 secu-
rities into definitive FmHA or its suc-
cessor agency under Public Law 103-354
securities and deliver them in accord-
ance with such instructions. No such
conversion shall affect existing inter-
est in such FmHA or its successor
agency under Public Law 103-354 secu-
rities.

(5) A transfer of book-entry FmHA or
its successor agency under Public Law
103-354 securities within a Federal Re-
serve Bank shall be made in accord-
ance with procedures established by
the Reserve bank not inconsistent with
this subpart. The transfer of book-
entry FmHA or its successor agency
under Public Law 103-354 securities by
a Reserve bank may be made through a
telegraphic transfer procedure.
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(6) All requests for transfer or with-
drawal must be made prior to the ma-
turity or date of call of the securities.

(d) Withdrawal of FmHA or its suc-
cessor agency under Public Law 103-354
securities. (1) A depositor of book-entry
FmHA or its successor agency under
Public Law 103-354 securities may
withdraw them from a Reserve bank by
requesting delivery of like definitive
FmHA or its successor agency under
Public Law 103-354 securities to itself
or on its order to a transferee.

(2) FmHA or its successor agency
under Public Law 103-354 securities
which are actually to be delivered upon
withdrawal may be issued in bearer or
registered form.

(e) Delivery of FmHA or its successor
agency under Public Law 103-354 securi-
ties. A Reserve bank which has received
FmHA or its successor agency under
Public Law 103-354 securities and ef-
fected pledges, made entries regarding
them, or transferred or delivered them
according to the instructions of its de-
positor is not liable for conversion or
for participation in breach of fiduciary
duty even though the depositor had no
right to dispose of or take other action
in respect of the securities. A Reserve
bank shall be fully discharged of its ob-
ligations under this subpart by the de-
livery of FmHA or its successor agency
under Public Law 103-354 securities in
definitive form to its depositor or upon
the order of such depositor. Customers
of a member bank or other depositary
(other than a Reserve bank) may ob-
tain FmHA or its successor agency
under Public Law 103-354 securities in
definitive form only by causing the de-
positor of the Reserve bank to order
the withdrawal thereof from the Re-
serve bank.

(f) Registered securities. (1) No formal
assignment shall be required for the
conversion to book-entry FmHA or its
successor agency under Public Law 103—
354 securities of registered FmHA or its
successor agency under Public Law 103—
364 securities held by a Reserve bank
(in either its individual capacity or as
fiscal agent of the United States) on
the effective date of this subpart for
any purpose specified in §1901.506(b)(1).
Registered FmHA or its successor
agency under Public Law 103-354 secu-
rities deposited thereafter with a Re-
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serve bank for any purpose specified in
§1901.506(b) shall be assigned for con-
version to book-entry FmHA or its suc-
cessor agency under Public Law 103-354
securities.

(2) The assignment which shall be ex-
ecuted in accordance with the provi-
sions of subpart F of 31 CFR part 306, so
far as applicable, shall be to Federal
Reserve Bank of , as fiscal agent
of the United States acting on behalf of
the Farmers Home Administration or
its successor agency under Public Law
103-354, United States Department of
Agriculture, for conversion to book-
entry Farmers Home Administration
or its successor agency under Public
Law 103-354 securities.

(g) Servicing book-entry FmHA or its
successor agency under Public Law 103—
354 securities, payment of interest, pay-
ment at maturity or upon call. Interest
becoming due on book-entry FmHA or
its successor agency under Public Law
103-354 securities shall be charged to
the general account of the Treasurer of
the United States on the interest due
date and remitted or credited in ac-
cordance with the depositor’s instruc-
tions. Such securities shall be re-
deemed and charged to the same ac-
count on the date of maturity or call,
and the redemption proceeds, principal,
and interest shall be disposed of in ac-
cordance with the depositor’s instruc-
tions.

(h) Issuance and redemption. (1) In
those instances where the Reserve
bank is acting as fiscal agent of the
United States acting on behalf of
FmHA or its successor agency under
Public Law 103-354, the following sub-
parts of Treasury Department Circular
No. 300 (31 CFR part 306), so far as ap-
plicable, shall apply to such certifi-
cates.

(i) Subpart B, Registration.

(ii) Subpart C, Transfers, Exchanges
and Reissues.

(iii) Subpart D, Redemption or Pay-
ment.

(iv) Subpart E, Interest.

(v) Subpart G, Assignments of Reg-
istered Securities—General.

(vi) Subpart F, Assignments by or in
Behalf of Individuals.

(vii) Subpart H, Assignments in Be-
half of Estates of Deceased Owners.
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(viii) Subpart I, Assignments by or in
Behalf of Trustees and Similar Fidu-
ciaries.

(ix) Subpart J, Assignments in Behalf
of Private or Public Organizations.

(x) Subpart K, Attorneys in Fact.

(xi) Subpart L, Transfer Through Ju-
dicial Proceedings.

(xii) Subpart M, Requests for Suspen-
sion of Transactions.

(xiii) Subpart N, Relief for Loss,
Theft, Destruction, Mutilation, or De-
facement of Securities.

§1901.507 Certificates of beneficial
ownership issued by the FmHA or
its successor agency under Public
Law 103-354 Finance Office.

(a) Orders and payment. Orders for in-
vestment in certificates may be placed
with the Finance Office by mail, tele-
phone, or in person. Payment for pur-
chase of certificates may be made by a
wire transfer to the Federal Reserve
Bank of St. Louis for credit to the
Farmers Home Administration or its
successor agency under Public Law 103—
354, by a certified check or bank draft
payable to the Farmers Home Adminis-
tration or its successor agency under
Public Law 103-354. The rate of interest
paid on the certificate will be the rate
in effect on the date the Finance Office
receives the payment.

(b) Registration. (1) The registration
used must express the actual ownership
of a certificate and may not restrict
the authority of the owner to dispose
of it in any manner. FmHA or its suc-
cessor agency under Public Law 103-354
reserves the right to treat the registra-
tion as conclusive ownership. Request
for registration must be clear, accu-
rate, and complete, and include the ap-
propriate taxpayer identifying number
or social security number.

(2) The registration of all certificates
owned by the same person, organiza-
tion, or fiduciary should be uniform
with respect to the name of the owner
and, in case of fiduciary, the descrip-
tion of the fiduciary capacity. Indi-
vidual owners should be designated by
the names by which they are ordinarily
known or under which they do busi-
ness, preferably including at least one
full given name. The name of an indi-
vidual may be preceded by an applica-
ble title, as, for example ‘“‘Mrs.”” “Mr.”’,
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“Miss’,” “Ms.”’; “Dr.”, or ‘“‘Rev.”’, or fol-
lowed by a designation such as ‘“M.D.”’,
“D.D.”, “Sr.”, or ‘“Jr.”, Any other
similar suffix should be included when
ordinarily used or when necessary to
distinguish the owner from another
member of his family. The address
should include, where appropriate, the
name and street, route, or any other
location feature, and zip code.

(3) If an erroneously inscribed certifi-
cate is received, it should not be al-
tered in any respect. FmHA or its suc-
cessor agency under Public Law 103-354
should be given full particulars about
the error and asked to furnish instruc-
tions.

(c) Transfers and exchanges—closed pe-
riods—(1) General. Transfer of reg-
istered certificates should be made by
assignment in accordance with this
section. Registered securities are eligi-
ble for denominational exchange. Spe-
cific instructions for issuance and de-
livery of new certificates signed by the
owner or the owner’s authorized rep-
resentative must accompany the cer-
tificates presented. Certificates pre-
sented for transfer must be received by
FmHA or its successor agency under
Public Law 103-354 not less than 1 full
month before the date on which they
mature. Any certificates so presented
which are received too late to comply
with this provision will be accepted for
payment only.

(2) Closing of transfer books. The
transfer books are closed for 1 full
month preceding interest payment
dates. If the date set for closing falls
on Saturday, Sunday, or a legal holi-
day, the books will be closed as of the
close of business on the last business
day preceding that date. The books are
reopened on the first business day fol-
lowing the date on which interest falls
due. Registered certificates which have
not matured, or have been submitted
for transfer and are received when the
books are closed for that certificate,
will be processed on or after the date
such books are reopened. If certificates
are received for transfer when the
books are closed for payment of final
interest at maturity, the following ac-
tion will be taken in the absence of dif-
ferent instructions:
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(i) Payment of final interest will be
made to the registered owner of record
on the date the books were closed.

(ii) Payment of principal will be
made to the assignee under a proper as-
signment of the certificate.

(d) Redemption or payment—(1) Gen-
eral. Certificates are payable in regular
course of business at maturity. FmHA
or its successor agency under Public
Law 103-354 may provide for the ex-
change of maturing certificates. The
registered certificates should be pre-
sented and surrendered for redemption
at the FmHA or its successor agency
under Public Law 103-354 Finance Of-
fice. No assignments or evidence in
support of them will be required by or
on behalf of the registered owner or as-
signee for redemption for his or its ac-
count, or for redemption-exchange if
the new certificates are to be reg-
istered in exactly the same names and
forms as in the registrations or assign-
ments of the certificates surrendered.

(2) Redemption at maturity. Registered
certificates presented and surrendered
for redemption at maturity need not be
assigned unless the owner desires that
payment be made to some other per-
son. Should the owner so desire assign-
ments should be made to the ‘“‘Farmers
Home Administration or its successor
agency under Public Law 103-354 for re-
demption for the account of (inserting
name and address of person to whom
payment is to be made).” Specific in-
structions for the issuance and delivery
of the redemption check signed by the
owner or the owner’s authorized rep-
resentative must accompany the cer-
tificates unless included in the assign-
ment. Payment of the principal and in-
terest will be made by a check drawn
on the Treasurer of the United States
to the order of the person entitled and
mailed in accordance with the instruc-
tions received. If instructions are not
received concerning interest, interest
will be paid to the registered owner.

(3) Interest. The interest on FmHA or
its successor agency under Public Law
103-354 certificates accrues and is pay-
able annually. A full interest period
does not include the day on which the
last preceding interest became due, but
does include the day on which the next
succeeding interest payment is due.
Certificates will cease to bear interest
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on the date of their maturity. The in-
terest on registered certificates is pay-
able by checks drawn on the Treasurer
of the United States to the order of the
registered owners, except as otherwise
provided in this section. FmHA or its
successor agency under Public Law 103—
354 prepares the interest checks in ad-
vance of the interest payment date and
ordinarily mails them in time to reach
the addressees on that date. Interest on
a registered certificate which has not
matured and which is presented for any
transaction when the books for that
certificate are closed will be paid by
check drawn to the order of the reg-
istered owner of record. On receipt of
notice of the death or incompetency of
an individual named as registered
owner, a change in the name or in the
status of a partnership, corporation, or
unincorporated association, the re-
moval, resignation, succession, or
death of a fiduciary or trustee, delivery
of interest checks will be withheld
pending receipt and approval of evi-
dence showing who is entitled to re-
ceive the interest checks. If the in-
scriptions on certificates do not clearly
identify the owners, delivery of inter-
est checks may be withheld pending re-
issue of the certificates in the correct
registration, except as provided in this
section. The final installment of inter-
est will be paid by check drawn to the
order of the registered owner of record
on presentation and surrender of the
certificate for redemption. To assure
timely delivery of interest checks,
owners should promptly notify FmHA
or its successor agency under Public
Law 103-354 of any change of address.
(e) Assignments. Assignments of cer-
tificates should be executed by the
owner or the owner’s authorized rep-
resentative in the presence of an offi-
cer authorized to certify assignments.
Assignments shall be made on the back
of the certificate. Registered certifi-
cates may be assigned to a specified
transferee or to FmHA or its successor
agency under Public Law 103-354 for re-
demption or for exchange for other cer-
tificates offered at maturity. Assign-
ments to ‘‘United States, Farmers
Home Administration or its successor
agency under Public Law 103-354,”
“Farmers Home Administration or its
successor agency under Public Law 103—
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354 for Transfer,” or ‘‘Farmers Home
Administration or its successor agency
under Public Law 103-354 for Ex-
change’ will not be accepted unless
supplemented by specific instructions
by or in behalf of the owner. If an al-
teration or erasure has been made in
an assignment, a new assignment from
the assignor should be obtained. Other-
wise, an affidavit or explanation by the
person responsible for the alteration or
erasure should be submitted for consid-
eration.

(f) Death of certificate holder. The Fi-
nance Office should be notified of the
death of the registered owner of a cer-
tificate. The following documents
should be forwarded with the notice if
available.

(1) A certified copy of the death cer-
tificate.

(2) A certified copy of the court order
appointing the Administrator or Ex-
ecutor (include the mailing address of
the Administrator or Executor). The
Finance Office will notify the person
submitting such notice and/or docu-
mentation if any other records or docu-
ments are needed. Legal opinions and
advice will be obtained by the Finance
Office as needed from the Regional At-
torney. After all legal requirements are
met, the certificate should be reissued
in the name of the current owner.

(g) Replacement. Lost, stolen, de-
stroyed, or mutilated certificates will
be replaced by the Finance Office on
the registered owner’s compliance with
the requirements of §1901.509.

§1901.508 Servicing of insured notes
outstanding with investors.

The Director, or the insured loan of-
ficer of the Finance Office, is author-
ized in connection with the sale of any
insured note to execute required docu-
ments on behalf of FmHA or its suc-
cessor agency under Public Law 103-354
and to take other appropriate action,
including, but not limited to, acknowl-
edging notice of sale of an insured
note, or requiring an insured holder to
sell an insured note to FmHA or its
successor agency under Public Law 103-
354 in connection with any voluntary
conveyance or foreclosure, or transfer
related to liquidation of the borrower’s
account or any other servicing action
so related. Upon recommendation by
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the State Director that purchase of an
insured note is necessary for any serv-
icing action not related to liquidation
of the borrower’s account, authoriza-
tion may be given by the National Of-
fice to request the Director, Finance
Office, to require a holder to sell an in-
sured note to FmHA or its successor
agency under Public Law 103-354.

(a) Assignments—(1) Effective date of
assignment. When an insured note is
sold by a private holder to a private
buyer, notice of such sale executed by
the seller must be given to and ac-
knowledged by FmHA or its successor
agency under Public Law 103-354 in
order for the sale to be binding on
FmHA or its successor agency under
Public Law 103-354, as to FmHA or its
successor agency under Public Law 103—
354, the effective date of the sale will
be the acknowledgment date specified
in the acknowledgement of notice exe-
cuted by FmHA or its successor agency
under Public Law 103-354.

(2) Assignment to FmHA or its successor
agency under Public Law 103-354 at re-
quest of FmHA or its successor agency
under Public Law 103-354. At any time
FmHA or its successor agency under
Public Law 103-354 considers it nec-
essary for proper servicing of the loan,
FmHA or its successor agency under
Public Law 103-354 may require, in
writing, a private holder to sell an in-
sured note to FmHA or its successor
agency under Public Law 103-354.

(3) Assignment to FmHA or its successor
agency under Public Law 103-354 at op-
tion of holder. A private holder at any
time during the option period may re-
quire, in writing, FmHA or its suc-
cessor agency under Public Law 103-354
to purchase an insured note.

(4) Price. If FmHA or its successor
agency under Public Law 103-354 is the
buyer of an insured note, the price will
be the par value as of the effective date
of the sale. In other cases, the price
will be determined by an agreement be-
tween the parties.

(b) Sale of insured mnotes by private
holders to private buyers. (1) On receipt
of notice from a private holder of in-
tention to assign an insured note, the
Director, Finance Office, will send the
holder:
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(i) Form FmHA or its successor agen-
cy under Public Law 103-354 471-7 ‘“‘No-
tice and Acknowledgment of Sale of In-
sured or Guaranteed Loan.”

(ii) A statement of the unpaid prin-
cipal. If requested the Director, Fi-
nance Office, will furnish a statement
of account instead of or in addition to
a statement of the unpaid principal.

(iii) Appropriate information on how
to complete the assignment.

(2) If the Director, Finance Office, is
informed that an insured note has been
assigned and FmHA or its successor
agency under Public Law 103-354 is re-
quested to recognize the assignment,
the Director, Finance Office, will send
the assignor Form FmHA or its suc-
cessor agency under Public Law 103-354
471-7, with directions for its execution.

(3) On receipt of Form FmHA or its
successor agency under Public Law 103-
354 471-7 properly executed by the as-
signor, the Director, Finance Office,
will complete and execute the acknowl-
edgment section of the form. The Di-
rector, Finance Office, will retain the
original of the form, have two fac-
simile copies made and send one to the
assignor, and one to the assignee. For
any correction or other change to be
made in the record of the name or ad-
dress of a private holder, or of a des-
ignated agent of a private holder, a re-
quest will be made to FmHA or its suc-
cessor agency under Public Law 103-354
in writing.

(4) As of the date of the acknowledg-
ment, executed by the Director, Fi-
nance Office, on Form FmHA or its
successor agency under Public Law 103—
354 471-7 the Director, Finance Office,
will transfer the insured note from the
assignor to the assignee as the insured
holder on the records of FmHA or its
successor agency under Public Law 103-
354. The name and address of the as-
signee will be recorded by FmHA or its
successor agency under Public Law 103—
354 exactly as they appear on Form
FmHA or its successor agency under
Public Law 103-354 471-7.

(5) Payments transmitted by FmHA
or its successor agency under Public
Law 103-354 on or after the acknowl-
edgment date shown on Form FmHA or
its successor agency under Public Law
103-354 471-7 will be transmitted to the
assignee. The Director, Finance Office,
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will give notice to the assignor and the
assignee of any payments transmitted
by FmHA or its successor agency under
Public Law 103-354 to the assignor be-
fore the acknowledgment date and
after either the date of sale, or the date
of the statement of account, whichever
is earlier. However, FmHA or its suc-
cessor agency under Public Law 103-354
will not be liable for any failure to give
such notice.

(c) Assignment of insured mnotes to
FmHA or its successor agency under Pub-
lic Law 103-354—(1) Assignment at the re-
quest of the holder. For assignment of
an insured note to FmHA or its suc-
cessor agency under Public Law 103-354
during the option period at the request
of the holder, the following procedure
will apply:

(i) The holder will endorse the in-
sured note as follows: ‘“‘Pay to the
order of the United States of America.
Without recourse.”” The holder will
then deliver the endorsed note, to-
gether with the insurance agreement,
to the Director, Finance Office.

(ii) On receipt of the endorsed note
with the accompanying insurance
agreement, the Director, Finance Of-
fice, will acknowledge receipt of the
note and process payment to the as-
signor of the par value of the note as of
the date of the Treasury check.

(2) Assignment at the request of FmHA
or its successor agency under Public Law
103-354. The procedure for assigning an
insured note at the request of FmHA or
its successor agency under Public Law
103-354 will be the same as that pre-
scribed in paragraph (c)(1) of this sec-
tion, except that the Director, Finance
Office, will send a written request to
the holder requiring that the insured
note be assigned to FmHA or its suc-
cessor agency under Public Law 103-354
and delivered to the Director, Finance
Office, with the accompanying insur-
ance agreement. The Director, Finance
Office, will explain that the assign-
ment is necessary to enable FmHA or
its successor agency under Public Law
103-354 to service the account properly
and will give the holder all necessary
information as to the manner of mak-
ing the assignment and the amount to
be paid by FmHA or its successor agen-
cy under Public Law 103-354.
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(d) Replacement of called or fully paid
notes. Certain insurance endorsements
contain a clause or rider providing for
a replacement note when the original
note is paid in full, or is called by
FmHA or its successor agency under
Public Law 103-354. This provision ap-
plies to loans sold for a fixed period of
10 years or longer for loans sold on or
after December 1, 1969, and a fixed pe-
riod of 15 years or longer for loans sold
before December 1, 1969. If a note is
paid in full or called by the Govern-
ment and the lender is entitled to a re-
placement note, the lender may obtain
a certificate of beneficial ownership in
lieu of the replacement note. The cer-
tificate will carry the rates and terms
applicable to the replacement note.

(e) Death of a noteholder. The Finance
Office should be notified of the death of
a holder of an insured note. The fol-
lowing documents should be forwarded
with the notice if available:

(1) A certified copy of the death cer-
tificate.

(2) A certified copy of the court order
appointing the Administrator or Ex-
ecutor (include the mailing address of
the Administrator or Executor). The
Finance Office will notify the person
submitting the notice and/or docu-
mentation if any other records or docu-
ments are needed, and will provide any
additional instructions that are need-
ed. Legal opinions and advice will be
obtained by the Finance Office as need-
ed from the Regional Attorney.

§1901.509 Loss, theft, destruction, mu-
tilation, or defacement of insured
notes, insurance contracts, and cer-
tificates of beneficial ownership.

(a) Block sale insurance contracts. The
Associate Administrator is authorized
in connection with block sale insur-
ance contracts to authorize the FmHA
or its successor agency under Public
Law 103-354’s fiscal agent to establish
requirements for issuance of a replace-
ment insurance contract when the
original issued by the Federal Reserve
Bank of New York (FmHA or its suc-
cessor agency under Public Law 103-
354’s fiscal agent) is lost, stolen, de-
stroyed, mutilated, or defaced. When a
block sale insurance contract is lost,
stolen, or destroyed, a duplicate may
be issued to the registered holder upon
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receipt of an acceptable certificate of
loss and an indemnity bond without
surety. The certificate of loss should
include the legal name and present ad-
dress of the owner and address when
issued, if different from the present ad-
dress; the capacity of person certifying,
if other than owner; the identity of the
insurance contract, including series
number, contract number, denomina-
tion, issue date, and form of inscription
of registry, and the full statement of
circumstances of loss. All available
portions of an insurance contract that
is mutilated, defaced, or partially de-
stroyed should be submitted to the
Federal Reserve Bank of New York
(FmHA or its successor agency under
Public Law 103-354’s fiscal agent) for
determination as to whether a dupli-
cate insurance contract can be issued
without a certificate of loss and post-
ing of an indemnity bond. In the event
the holder of a block sales insurance
contract obtains possession of the un-
derlying notes, the requirements of
paragraph (b) of this section apply.

(b) Notes and certificates of beneficial
ownership sold by County Office and Fi-
nance Office. The Director, or the in-
sured loan officer of the Finance Office,
is authorized on behalf of the Govern-
ment, in connection with insured notes
or certificates of beneficial ownership
sold through the FmHA or its successor
agency under Public Law 103-354 Fi-
nance Office to require indemnity
bonds from a noteholder when a note or
certificate is lost, stolen, destroyed,
mutilated, or defaced while in the cus-
tody of the holder or his designee.
When a note or certificate of beneficial
ownership is lost, stolen, or destroyed
while in the custody of the holder or
his designee, the following will apply:

(1) A certificate of loss should be
filed with FmHA or its successor agen-
cy under Public Law 103-354 Finance
Office. The certificate should include:

(i) Legal name and present address of
owner when issued, if different from
present address.

(ii) Capacity of person certifying, if
other than the owner.

(iii) Identity of the note or certifi-
cate of beneficial ownership, including
the name and FmHA or its successor
agency under Public Law 103-354 case
number of the maker thereof, issue
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date, interest rate of obligation, face
amount of note or certificate of bene-
ficial ownership, and a full description
of any assignment, endorsement, or
any other writing.

(iv) A full statement of cir-
cumstances of the loss, theft, or de-
struction of the note.

(2) An indemnity bond in the amount
of the unpaid principal and interest
will be required except in the following
instances:

(i) Substantially the entire note or
certificate of beneficial ownership is
presented and surrendered by the
owner or holder, and the Director, Fi-
nance Office, is satisfied as to the iden-
tity of the instruments and that any
missing portions are not sufficient to
form the basis of a valid claim against
the United States or the borrower; or

(ii) The owner or holder is the United
States, a Federal Reserve Bank, a Fed-
eral Government Corporation, a State
or territory, or the District of Colum-
bia.

(3) An indemnity bond without sur-
ety will be provided in the following
cases:

(i) Cases involving registered unas-
signed obligations held by banks, trust
companies, savings and loan associa-
tions, or companies holding certifi-
cates of authority from Secretary of
the Treasury as acceptable sureties on
Federal Bonds (companies listed on
Treasury Department Circular 570)
where the financial responsibilities of
such claimants are well known or read-
ily ascertainable.

(ii) Cases involving registered unas-
signed obligations where the evidence
reasonably justifies a conclusion that
the obligations were destroyed and the
unpaid principal and interest amount
does not exceed $1,000.

(4) An indemnity posted with a quali-
fied surety is required in all cases in-
volving registered unassigned obliga-
tions other than those cited in para-
graphs (b)(2)(1), (b)(2)(i1), ()(3)(1) and
(b)(3)(i1) of this section. A qualified
surety is a company holding a certifi-
cate of authority from the Secretary of
the Treasury as acceptable sureties on
Federal Bonds, and listed in Treasury
Department Circular 570.
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(56) All indemnity bonds for notes
must be payable to both the borrower
and FmHA or its successor agency
under Public Law 103-354. All indem-
nity bonds for certificates of beneficial
ownership must be payable to FmHA or
its successor agency under Public Law
103-354. The bond may be posted at the
time the note or certificate of bene-
ficial ownership becomes eligible for
repurchase by FmHA or its successor
agency under Public Law 103-354. If the
holder desires to continue to hold the
note for the life of the note, an indem-
nity bond will not be required.

(6) An assignment of the note or cer-
tificate of beneficial ownership shall be
made to the United States of America,
acting through the Farmers Home Ad-
ministration or its successor agency
under Public Law 103-354, United
States Department of Agriculture. An
acceptable form of assignment is avail-
able from the Director, Finance Office.

(c) Other cases. Cases involving bearer
obligations and other cases not dis-
cussed in this section will be forwarded
to the Director, Finance Office, for re-
quirements.

(d) Replacement of notes. FmHA or its
successor agency under Public Law 103—
354 will not attempt to obtain replace-
ment notes from borrowers.

Subparts L-M [Reserved]

Subpart N—Indian Outreach
Program

AUTHORITY: 7 U.S.C. 1989; 42 U.S.C. 1480; 42
U.S.C. 2942; 5 U.S.C. 301; sec. 10, Pub. L. 93-
357, 88 Stat. 392; delegation of authority by
the Sec. of Agri., 7 CFR 2.23, delegation of
authority by the Asst. Sec. for Rural Devel-
opment, 7 CFR 2.70; delegation of authority
by Dir., OEO, 29 FR 14764, 33 FR 9850.

SOURCE: 43 FR 3697, Jan. 27, 1978, unless
otherwise noted.

§1901.651 Purpose.

The purpose of this subpart is to es-
tablish procedures and responsibilities
for carrying out the Farmers Home Ad-
ministration (FmHA) or its successor
agency under Public Law 103-354 Amer-
ican Indian Outreach Program.
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§1901.652 Goals.

The FmHA or its successor agency
under Public Law 103-354 American In-
dian Outreach Program is a concerted
effort to:

(a) Make all FmHA or its successor
agency under Public Law 103-354 pro-
grams more accessible and available to
Indians living on and off reservations.

(b) Surface and attempt to correct
problems and obstacles that prevent
the participation by eligible Indians
and Indian tribes in FmHA or its suc-
cessor agency under Public Law 103-354
programs.

(¢) Increase the production level of
FmHA or its successor agency under
Public Law 103-354 loans and grants
going to American Indians both on and
off reservations.

(d) Provide pamphlets, publications
and information on FmHA or its suc-
cessor agency under Public Law 103-354
programs to individual Indians, Indian
tribes and Tribal leaders, Bureau of In-
dian Affairs (BIA) personnel, and other
interested groups and individuals.

§1901.653 Field action.

State Coordinators of Indian activi-
ties appointed by State Directors will:

(a) Maintain close liaison with local
FmHA or its successor agency under
Public Law 103-354 supervisors and offi-
cials serving Indian Populations and
reservations;

(b) Work closely with local District,
State, and National Office representa-
tives to remove obstacles and solve
problems that impede the use of FmHA
or its successor agency under Public
Law 103-354 programs on Indian res-
ervations;

(c) Be familiar with all FmHA or its
successor agency under Public Law 103—
354 loan and grant programs available
to Indians living on and off reserva-
tions, including the types of security
and eligibility requirements;

(d) Be aware of any unique relation-
ship that may exist between Indians
and the Federal and State governments
affecting Indian participation in the
FmHA or its successor agency under
Public Law 103-354 loan and grant pro-
grams;

(e) As necessary, attend pertinent
meeting of Indian groups, government
agencies, and others concerned with
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economic and social development of In-
dians;

(f) If possible, become personally ac-
quainted with Indian leaders and non-
Indians leaders in Indian affairs in the
State;

(g) Arrange for the training of mem-
bers of Indian tribes, individuals, and
interested groups involved in Indian af-
fairs, in the packaging and distribution
of materials for use in FmHA or its
successor agency under Public Law 103—
354 loan and grant programs.

§1901.654 FmHA or its successor agen-
cy under Public Law 103-354 publi-
cations.

FmHA or its successor agency under
Public Law 103-354 publications, such
as ‘“‘Rural Credit for American Indi-
ans,” a handbook of FmHA or its suc-
cessor agency under Public Law 103-354
programs, and “FmHA or its successor
agency under Public Law 103-354 Credit
for American Indians,”” or other mate-
rials to be developed, will be used as
supplementary training and informa-
tional aids for Indian communities, in-
dividuals, governmental agencies, and
other groups involved in Indian affairs.

§1901.655 Reports.

(a) State Directors will keep the Na-
tional Office advised of any problems
and obstacles in FmHA or its successor
agency under Public Law 103-354’s pro-
cedures relating to Indian laws or cus-
toms that cannot be resolved locally
and which prevent American Indians
from participating in the FmHA or its
successor agency under Public Law 103—
354 programs on or off the reservations.

(b) Any changes in personnel serving
as State Coordinator of Indian activi-
ties will be reported to the National Of-
fice.

(c) Bach State Director will make a
semi-annual memorandum report on
January 1 and July 1 of each year on
activities and accomplishments in his
State. The report will specifically re-
flect what has been done to carry out
the items set forth in §1901.653. The re-
port will be sent to the National Office,
Attention, Coordinator of Indian Ac-
tivities.



Pt. 1902

PART 1902—SUPERVISED BANK
ACCOUNTS

Subpart A—Disbursement of Loan, Grant,
and Other Funds

Sec.

1902.1 General.

1902.2 Policies concerning disbursement of
funds.

1902.3 Procedures to follow in fund disburse-
ment.

1902.4 Establishing MFH reserve accounts in
a supervised bank account.

1902.5 [Reserved]

1902.6 Establishing
counts.

1902.7 Pledging collateral for deposit of
funds in supervised bank accounts.

1902.8 Authority to establish supervised
bank accounts, deposit loan checks and
other funds, countersign checks, close
accounts, and execute all forms in con-
nection with supervised bank account
transactions.

1902.9 Deposits.

1902.10 Withdrawals.

1902.11 District and county office records.

1902.12-1902.13 [Reserved]

1902.14 Reconciliation of accounts.

1902.15 Closing accounts.

1902.16 Request for withdrawals by State Di-
rector.

1902.17-1902.49 [Reserved]

1902.50 OMB control number.

EXHIBIT A TO SUBPART A [RESERVED]

EXHIBIT B TO SUBPART A—UNITED STATES DE-
PARTMENT OF AGRICULTURE, FARMERS
HOME ADMINISTRATION OR ITS SUCCESSOR
AGENCY UNDER PUBLIC LAW 103-354—IN-
TEREST-BEARING DEPOSIT AGREEMENT

supervised bank ac-

Subpart B [Reserved]

Subpart C—Selecting a Financial Institution
for the Concentration Banking System
(CBS)

1902.101-1902.103 [Reserved]

1902.104 Establishing or changing a TLA.
1902.105-1902.149 [Reserved]

1902.150 OMB control number.

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 42
U.S.C. 1480; 7 CFR 2.16 and 2.42.

Subpart A—Disbursement of Loan,
Grant, and Other Funds

SOURCE: 46 FR 36106, July 14, 1981, unless
otherwise noted.
§1902.1 General.

This subpart prescribes the policies
and procedures of the Farmers Home
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Administration (FmHA) or its suc-
cessor agency under Public Law 103-354
for disbursement of funds under the
Loan Disbursement System (LDS), in
establishing and using supervised bank
accounts, and in placing Multi-Family
Housing (MFH) reserve accounts in su-
pervised bank accounts. The LDS sys-
tem provides for disbursement of funds
on an as needed basis to substantially
reduce interest costs to FmHA or its
successor agency under Public Law 103-
354 Dborrowers, U.S. Treasury, and
FmHA or its successor agency under
Public Law 103-354.

(a) Forms FmHA or its successor
agency under Public Law 103-354 1940-1,
“Request for Obligation of Funds,” and
FmHA or its successor agency under
Public Law 103-354 1944-51, ‘‘Multiple
Family Housing Obligation—Fund
Analysis,” provide for obligation only,
obligation and check request for the
full amount of the loan or grant except
for MFH, and obligation and check re-
quest for a partial amount of the loan
or grant. The instructions on when and
how to use these forms are contained
in the Forms Manual Insert (FMI) for
the forms. Instructions for using Form
FmHA or its successor agency under
Public Law 103-354 1944-51 for obliga-
tion and check request via computer
terminal may also be found in the
“Multiple Family Housing User Proce-
dures.” FmHA or its successor agency
under Public Law 103-354 forms are
available in any FmHA or its successor
agency under Public Law 103-354 office.

(b) Forms FmHA or its successor
agency under Public Law 103-354 440-57,
“Acknowledgement of Obligated Funds/
Check Request” and FmHA or its suc-
cessor agency under Public Law 103-354
1944-57, “MFH Acknowledgement of Ob-
ligated Funds/Check Request,” provide
for:

(1) The initial loan check;

(2) All subsequent loan checks;

(3) Making corrections on the data in
the loan account as reflected on the
form;

(4) Notifying the Finance Office of
the loan closing date and the loan am-
ortization effective date;

(5) Providing requested information
from the Finance Office; and,

(6) For Multiple Family Housing
(MFH) loans providing Maximum Debt
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Limit and Appraised Value. The in-
structions on when and how to use
these forms are contained in the FMI
for the forms. However, for MFH loans
and grants whenever possible, check
obligation requests and loan closings
should be done via the field office com-
puter terminal. Instructions may be
found in the ‘“Multiple Family Housing
User Procedures.”

(c) See FmHA or its successor agency
under Public Law 103-354 Instruction
2018-D (available in any FmHA or its
successor agency under Public Law 103-
354 office) for procedures to follow if
checks are lost or destroyed.

(d) Borrowers as referred to in this
subpart include both loan and grant re-
cipients. They are referred to as deposi-
tors in the deposit agreements herein-
after described. References herein and
in deposit agreements to ‘‘other lend-
ers’” include lenders and grantors other
than FmHA or its successor agency
under Public Law 103-354.

(e) Banks referred to in this subpart
are those in which deposits are insured
by the Federal Deposit Insurance Cor-
poration (FDIC).

(f) Savings and Loans referred to in
this subpart are those in which depos-
its are insured by the Federal Savings
and Loan Insurance Corporation
(FSLIC).

(g) Credit Unions referred to in this
subpart are those in which deposits are
insured by the National Credit Union
Administration (NCUA).

(h) Financial Institutions as referred
to in this subpart include banks, sav-
ings and loans, and credit unions which
are covered by the proper insurance
coverage cited in paragraphs (e), (f) and
(g) of this section.

(i) Supervised bank accounts referred
to in this subpart are bank, savings and
loan, or credit union accounts estab-
lished through deposit agreements en-
tered into between the borrower, the
United States of America acting
through the FmHA or its successor
agency under Public Law 103-354, and
the Financial Institution on Form
FmHA or its successor agency under
Public Law 103-354 402-1, ‘‘Deposit
Agreement’’.

(j) Form FmHA or its successor agen-
cy under Public Law 103-354 402-1 pro-
vides for the deposit of funds in a su-
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pervised bank account to assume the
performance of the borrower’s obliga-
tion to FmHA or its successor agency
under Public Law 103-354 in connection
with a loan and grant.

(k) ‘““Interest-Bearing Deposit Agree-
ment”’ (Exhibit B), provides for the de-
posit of loan or grant funds that are
not required for immediate disburse-
ment in specified interest-bearing de-
posits, and it is executed in conjunc-
tion with Form FmHA or its successor
agency under Public Law 103-354 402-1.

[46 FR 36106, July 14, 1981, as amended at 50
FR 8584, Mar. 4, 1985; 53 FR 35670, Sept. 14,
1988; 54 FR 47959, Nov. 20, 1989; 59 FR 3778,
Jan. 27, 1994; 59 FR 54788, Nov. 2, 1994]

§1902.2 Policies concerning disburse-
ment of funds.

(a) The Automated Data Processing
System (ADPS) will be utilized when-
ever possible in accordance with the
specific program procedures, except
where prohibited by State statutes.
The capability to request Treasury
checks on an as needed basis reduces
the need for supervised bank accounts.
Therefore, supervised bank accounts will
be used only in certain instances. e.g.:

(1) When a construction loan is made
and the construction is substantially
completed, but a small amount is being
withheld pending completion of land-
scaping or some similar item, or a
small loan closing. In this case, the
amount of funds not disbursed when
the predetermined amortization effec-
tive date occurs may be placed in a su-
pervised bank account for future dis-
bursement as appropriate.

(2) When a large number of checks
will be issued in the construction of a
dwelling or other development, as for
example under the ‘‘borrower method”
of construction or in Operating (OL)
loans and Emergency (EM) loans. In
such cases, installment checks will be
requested from the Finance Office as
necessary and deposited in a supervised
bank account and disbursed to sup-
pliers, sub-contractors, etc., as nec-
essary. Those District and County Of-
fices authorized to request checks by
the ADPS may request more than one
check at a time. If more than one
check is required, a Form FmHA or its
successor agency under Public Law 103—
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354 440-57 or Form FmHA or its suc-
cessor agency under Public Law 103-354
1944-57 will be prepared for each check.

(3) Association loan and grant funds
made on a multiple advance basis need
not be deposited in a supervised bank
account unless required by State stat-
utes or otherwise determined necessary
by the Loan Approval Official.

(4) Supervised bank accounts will be
used only when needed as defined in
paragraph (a)(6) of this section to as-
sure the correct expenditures of all or
a part of loan and grant funds, bor-
rower contributions, and borrower in-
come. Such accounts will be limited in
amount and duration to the extent fea-
sible through the prudent disbursement
of funds and the prompt termination of
the interests of FmHA or its successor
agency under Public Law 103-354 and
other lenders when the accounts are no
longer required.

(5) Income from the sale of security
or Economic Opportunity (EO) prop-
erty or the proceeds from insurance on
such property will be deposited in a su-
pervised bank account under Form
FmHA or its successor agency under
Public Law 103-354 402-1 when the Dis-
trict Director or County Supervisor de-
termines it is needed as defined in
paragraph (a)(6) of this section to as-
sure that the funds will be available for
replacement of the property.

(6) When it is determined by the
County Supervisor and requested or
agreed to by the borrower that special
supervision is needed in the manage-
ment of the borrower’s financial af-
fairs, funds may be deposited in a su-
pervised bank account. This super-
visory technique will be used for a tem-
porary period to help the borrower
learn to properly manage his/her finan-
cial affairs. Such a period will not ex-
ceed one year unless extended by the
District Director.

(7) In exceptional cases when the un-
incorporated EO cooperative or grazing
association borrower cannot obtain a
position fidelity bond, its income may
be deposited as provided for in §1902.6
(and §1902.2(f) of this subpart if another
lender is involved).

(b) For all construction loans and
those loans using multiple advances,
only the actual amount to be disbursed
at loan closing will be requested
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through the State Office terminal. Sub-
sequent checks will be ordered as need-
ed through the ADPS system.

(c) Program instructions provide in-
formation as to the type of note to be
utilized and the method of handling ad-
vances and the interest accrued there-
on. For individual loan programs, in-
terest will accrue from the loan closing
date or date of check whichever is
later. For association and organization
type loans interest will accrue from
the date the check is delivered to the
borrower. For all RRH, RCH, LH or
RHS loans, interest will accrue from
the date of the check.

(d) For all loan accounts, when the
total amount has not been advanced at
the amortization effective date, as de-
fined in the FMI for Form FmHA or its
successor agency under Public Law 103—
354 1940-1, (and Form FmHA or its suc-
cessor agency under Public Law 103-354
1944-51, for multiple family housing),
the Finance Office will forward the re-
maining balance to the District Direc-
tor or County Supervisor for appro-
priate action, unless the District Direc-
tor or County Supervisor notifies the
Finance Office of other arrangements.

(e) When a check cannot be nego-
tiated within 20 working days from the
date of the check, the District Director
or County Supervisor will process the
check(s) with Form(s) FmHA or its
successor agency under Public Law 103-
354 1940-10, ‘‘Cancellation of U.S. Treas-
ury Check and/or Obligation,” (or
Form FmHA or its successor agency
under Public Law 103-354 1944-53, ‘‘Mul-
tiple Family Housing Cancellation of
U.S. Treasury Check and/or Obliga-
tion,” for multiple family housing
loans) in accordance with FmHA or its
successor agency under Public Law 103—
354 Instruction 2018-D (available in any
FmHA or its successor agency under
Public Law 103-354 office).

(f) The debt instruments executed at
the time of loan closing constitute an
obligation on the part of the Govern-
ment to disburse all funds at one time
or in multiple advances provided the
funds are for purposes authorized by
the Government at the time of loan
closing. This obligatory commitment
takes priority over any intervening
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liens or advances by other creditors re-
gardless of the provisions of the State
laws involved.

[46 FR 36106, July 14, 1981, as amended at 50
FR 8584, Mar. 4, 1985; 53 FR 35670, Sept. 14,
1988; 54 FR 47959, Nov. 20, 1989; 55 FR 21524,
May 25, 1990; 59 FR 54788, Nov. 2, 1994]

§1902.3 Procedures to follow in fund
disbursement.

(a) The District Director or County
Supervisor will determine during loan
approval the amount(s) of loan
check(s)—full or partial—and forward
such request to be processed through
the ADPS system.

(b) When check(s) are delivered to
the District or County Office, the Dis-
trict Director or County Supervisor
will make sure that the name of the
borrower and the amount(s) of check(s)
coincide with the request on file. The
District Director or County Supervisor
should be sure that the check is prop-
erly endorsed to insure payment to the
intended recipient. Examples of such
restrictive endorsements are:

(1) ““For Deposit only to Account No.
(Number of Construction Account) of
(Name of Borrower) in (Name of Financial
Institution).”

(2) “Pay to the order of (3rd party
payee)’—(Contractor, Developer, Sub-
Contractor, Building Supply House,
etc.) for the purpose of .

(c) When necessary and only under
the circumstances listed in §1902.2 the
District Director or County Supervisor
will establish, or cause to be estab-
lished, a supervised bank account.
Funds deposited in a supervised bank
account are to be recorded and ac-
counted for on Form FmHA or its suc-
cessor agency under Public Law 103-354
402.2, ‘‘Statement of Deposits and
Withdrawals.”

[46 FR 36106, July 14, 1981, as amended at 53
FR 26588, July 14, 1988; 53 FR 35670, Sept. 14,
1988; 54 FR 39727, Sept. 28, 1989]

§1902.4 Establishing MFH reserve ac-
counts in a supervised bank ac-
count.

(a) General requirements. A1l MFH bor-
rowers required to maintain reserve ac-
counts must place the reserve accounts
in a supervised bank account(s) which
meets the following requirements:
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(1) Countersignature requirements. The
reserve account must require that any
funds withdrawn be countersigned by
an authorized FmHA or its successor
agency under Public Law 103-354 offi-
cial.

(2) Restrictions on collateral. The fi-
nancial institution holding the reserve
account must ensure that the funds are
not pledged or taken as security with-
out the Agency’s prior consent.

(38) Interest bearing. The reserve ac-
count funds are encouraged to be main-
tained in an interest-bearing account.
The ‘‘Interest-Bearing Deposit Agree-
ment’’ set out in exhibit B of this sub-
part is not required to be used for re-
serve accounts.

(4) Restricted investments. Reserve
funds must be placed in investments
authorized in subpart C of part 1930 of
this chapter. The authorized invest-
ments are deemed to be of acceptable
risk such that the potential for any
loss is minimal.

(6) Financial institutions. The reserve
account must be maintained in author-
ized financial institutions set out in
subpart C of part 1930 of this chapter
(e.g., banks, savings and loan institu-
tions, credit unions, brokerage firms,
mutual funds, etc.). Generally, any fi-
nancial institution may be used pro-
vided invested or deposited funds are
insured to protect against theft and
dishonesty. The reserve account funds
need not be Federally insured. How-
ever, if Federally insured, any amount
held above the Federal insurance ceil-
ings established must be backed by a
pledge of collateral from the financial
institution, or otherwise covered by
non-federal insurance against theft and
dishonesty.

(6) Rules where multiple projects are in-
volved. A reserve account(s) must be
maintained for each borrower. When a
borrower owns multiple projects, re-
serve accounts may be established for
each project. A single reserve account
may also be established by a borrower
owning multiple projects, provided the
conditions set out in subpart C of part
1930 of this chapter are met.

(7) Term. Reserve accounts are ex-
pected to be kept for the full term of
the loan.

(b) Deposits and account activity state-
ments—(1) Deposits. Generally, the
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FmHA or its successor agency under
Public Law 103-354 will not require the
review or approval of deposits or the
use of Forms FmHA or its successor
agency under Public Law 103-354 402-1
or FmHA or its successor agency under
Public Law 103-354 402-2.

(2) Account activity statements. Gen-
erally, the FmHA or its successor agen-
cy under Public Law 103-354 will not
monitor or reconcile the reserve ac-
count activity statements issued peri-
odically by the financial institutions
holding the funds. FmHA or its suc-
cessor agency under Public Law 103-354
will monitor reserve account levels
through budget reports, audits, and
Agency reserve tracking systems. If
disputes arise or the borrower is in vio-
lation of Agency regulations, the Agen-
cy may require account activity state-
ments. When account activity state-
ments are sought, it will normally be
sufficient to obtain the statement
which reflects balances as of the last
activity statement ending period.
Form FmHA or its successor agency
under Public Law 103-354 402-2 is not
required to be used.

[69 FR 3778, Jan. 27, 1994]
§1902.5 [Reserved]

§1902.6 Establishing supervised bank
accounts.

(a) BEach borrower will be given an
opportunity to choose the financial in-
stitution in which the supervised bank
account will be established, provided
the bank is a member of the FDIC, the
savings and loan is a member of the
FSLIC, and the credit union is a mem-
ber of the NCUA.

(b) When accounts are established, it
should be determined that:

(1) The financial institution is fully
informed concerning the provisions of
the applicable deposit agreement,

(2) Agreements are reached with re-
spect to the services to be provided by
the financial institution including the
frequency and method of transmittal of
checking account statements, and

(3) Agreement is reached with the fi-
nancial institution regarding the place
where the counter-signature will be on
checks.

(c) When possible, District Directors
or County Supervisors will make ar-
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rangements with financial institutions
to waive service charges in connection
with supervised bank accounts. How-
ever, there is no objection to the pay-
ment by the borrower of a reasonable
charge for such service.

(d) For each borrower, if the amounts
of any loan and grant funds, plus any
borrower contributions and funds from
other sources to be deposited in the su-
pervised bank account will exceed
$100,000, the financial institution will
be required to pledge collateral for the
excess over $100,000, before the deposit
is made (see §1902.7).

(e) Only one supervised bank account
will be established for any borrower re-
gardless of the amount or source of
funds, except for RRH loans where sep-
arate accounts will be established for
each project.

(f) When a supervised bank account is
established, an original and two copies
of the applicable Deposit Agreement
and the Interest-Bearing Deposit
Agreement (Exhibit B), when applica-
ble, will be executed by the borrower,
the financial institution, and a District
or County Office employee. The origi-
nal will be retained in the borrower’s
case file, one executed copy will be de-
livered to the financial institution and
one executed copy to the borrower. An
extra copy of the Interest-Bearing De-
posit Agreement, when applicable, will
be prepared and attached to the certifi-
cate, passbook, or other evidence of de-
posit representing the interest-bearing
deposit.

(1) If an agreement on the applicable
Deposit Agreement has previously been
executed and Form FmHA or its suc-
cessor agency under Public Law 103-354
402-6, ‘“‘Termination of Interest in Su-
pervised Bank Account,” has not been
executed with respect to it, a new
agreement is not required when addi-
tional funds are to be deposited unless
requested by the financial institution.

(2) When the note and security in-
strument are signed by two joint bor-
rowers or by both husband and wife, a
joint survivorship supervised bank ac-
count will be established from which
either can withdraw funds if State laws
permit such accounts. In such cases
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both parties will sign the Deposit
Agreement(s).

[46 FR 36106, July 14, 1981, as amended at 53
FR 231, Jan. 6, 1988]

§1902.7 Pledging collateral for deposit
of funds in supervised bank ac-
counts.

(a) Funds in excess of $100,000, per fi-
nancial institution, deposited for bor-
rowers in supervised bank accounts,
must be secured by pledging acceptable
collateral with the Federal Reserve
Bank (FRB) in an amount not less than
the excess.

(b) As soon as it is determined that
the loan will be approved and the appli-
cant has selected or tentatively se-
lected a financial institution for the
supervised bank account, the District
Director or County Supervisor will
contact the financial institution to de-
termine:

(1) That the financial institution se-
lected is insured by the FDIC (banks),
FSLIC (savings and loans), or NCUA
(credit unions).

(2) Whether the financial institution
is willing to pledge collateral with the
FRB under 31 CFR part 202 (Treasury
Circular 176) to the extent necessary to
secure the amount of funds being de-
posited in excess of $100,000.

(3) If the financial institution is not
a member of the Federal Reserve Sys-
tem, it will be necessary for the finan-
cial institution to pledge the securities
with a correspondent bank who is a
member of the System. The cor-
respondent bank should contact the
FRB informing them they are holding
securities pledged for the supervised
bank account under 31 CFR part 202
(Treasury Circular 176).

(c) If the financial institution is
agreeable to pledging collateral, the
District Director or County Supervisor
should complete FmHA or its successor
agency under Public Law 103-354 Form
Letter 1901-A-2 ‘‘Designated Financial
Institution—Collateral Pledge’ in an
original and two copies, the original
for the National Office, the first copy
for the State Office, and the second
copy for the District or County Office.
The FmHA or its successor agency
under Public Law 103-354 Form Letter
1902-A-2 should be forwarded to the Na-
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tional Office at least 30 days before the
date of loan closing.

(d) The National Office will arrange
for the financial institution under its
designation as a depositary and finan-
cial agent of the U.S. Government to
pledge the requested collateral.

(e) If, two days before loan closing,
the local FmHA or its successor agency
under Public Law 103-354 office which
requested the collateral has not re-
ceived notification from National Of-
fice that collateral has been pledged,
contact should be made with the finan-
cial institution to ascertain whether
they have pledged collateral with their
local FRB under 31 CFR part 202
(Treasury Circular 176). If the financial
institution has pledged collateral, the
local FmHA or its successor agency
under Public Law 103-354 office should
contact the National Office, Budget Di-
vision, Revolving Fund Analysis
Branch who will follow-up with the
local FRB concerning the collateral.

(f) When the amount of deposit in the
supervised bank account has been re-
duced to a point where the financial in-
stitution desires part or all of the col-
lateral released, it should contact the
National Office at the address noted
above. The local FmHA or its successor
agency under Public Law 103-354 office
will be contacted for release authoriza-
tion. The authorization release will be
made through the local FRB, with no-
tification to the financial institution.
The local FmHA or its successor agen-
cy under Public Law 103-354 office may
also request release through the Na-
tional Office.

[46 FR 36106, July 14, 1981, as amended at 53
FR 231, Jan. 6, 1988; 563 FR 24437, June 29, 1988;
56 FR 50648, Oct. 8, 1991]

§1902.8 Authority to establish super-
vised bank accounts, deposit loan
checks and other funds, counter-
sign checks, close accounts, and
execute all forms in connection
with supervised bank account
transactions.

District Directors or County Super-
visors are authorized to establish su-
pervised bank accounts, deposit loan
checks and other funds, countersign
checks, close accounts, and execute all
forms in connection with supervised
bank account transactions and redele-
gate this authority to a person listed
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in exhibit B of FmHA or its successor
agency under Public Law 103-354 In-
struction 1951-B, under their super-
vision who are considered capable of
exercising such authority. State Direc-
tors will make written demand upon
the bank for withdrawals as outlined in
§1902.16.

§1902.9 Deposits.

(a) Deposit by FmHA or its successor
agency under Public Law 103-354 per-
sonnel. (1) Checks made payable solely
to the Federal Government, or any
agency thereof, and a joint check when
the Treasurer of the United States is a
joint payee, may not be deposited in a
supervised bank account.

(2) FmHA or its successor agency
under Public Law 103-354 personnel will
accept funds for deposit in a borrower’s
supervised bank account only in the
form of a check or money order en-
dorsed by the borrower ‘‘For Deposit
Only,” or a check drawn to the order of
the financial institution in which the
funds are to be deposited, or a loan
check drawn on the U.S. Treasury.

(i) A joint check that is payable to
the borrower and FmHA or its suc-
cessor agency under Public Law 103-354
will be endorsed by the District Direc-
tor or County Supervisor as provided in
§1951.57(e) of this chapter.

(ii) Ordinarily, when deposits are
made from funds which are received as
the result of consent or subordination
agreements or assignments of income,
the check should be drawn to the order
of the financial institution in which
the supervised bank account is estab-
lished or jointly to the order of the
borrower and the FmHA or its suc-
cessor agency under Public Law 103-
354. All such checks should be delivered
or mailed to the District or County Of-
fice.

(3) If direct or insured loan funds
(other than OL or EM, loan funds) or
borrower contributions are to be depos-
ited in a supervised bank account, such
funds will be deposited on the date of
loan closing after it has been determined
that the loan can be closed. However, if
it is impossible to deposit the funds on
the day the loan is closed due to rea-
sons such as distance from the finan-
cial institution or banking hours, the
funds will be deposited on the first
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banking day following the date of loan
closing.

(4) Grant funds will be deposited
when such funds are delivered.

(6) When funds from any source are
deposited by FmHA or its successor
agency under Public Law 103-354 per-
sonnel in a supervised bank account, a
deposit slip will be prepared in an
original and two copies and distribu-
tion as follows: Original to the finan-
cial institution, one copy to the bor-
rower, and one copy for the borrower’s
case folder. The names of the borrower,
the sources of funds, and ‘‘Subject to
FmHA or its successor agency under
Public Law 103-354 Countersignature,”
and if applicable, the account number
will be entered on each deposit slip.

(6) A loan or grant check drawn on
the U.S. Treasury may be deposited in
a supervised bank account without en-
dorsement by the borrower when it will
facilitate delivery of the check and is
acceptable to the financial institution.
The borrower will be notified imme-
diately of any deposit made and will be
furnished a copy of the deposit slip.
When a deposit of this nature is made,
the following endorsement will be used:

For deposit only in the supervised bank ac-
count of (name of borrower) in the (name of fi-
nancial institution and address when necessary
for identification) pursuant to Deposit Agree-
ment dated .

(7T) Accounts established through the
use of Interest-Bearing Deposit Agree-
ment will be in the name of the deposi-
tor and the Government.

(b) Deposits by borrowers. Funds in
any form may be deposited in the su-
pervised bank account by the borrower
if authorized by FmHA or its successor
agency under Public Law 103-354 pro-
vided the financial institution has
agreed that when a deposit in made to
the account by other than FmHA or its
successor agency under Public Law 103—
354 personnel, the financial institution
will promptly deliver or mail a copy of
the deposit slip to the FmHA or its
successor agency under Public Law 103—
354 District or County Office.

(1) A loan or grant check drawn on
the U.S. Treasury may be deposited in
a supervised bank account by a bor-
rower, provided the following endorse-
ment is used and is inserted thereon
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prior to delivery to the borrower for
signature:

For deposit only in my supervised bank ac-
count in the (name of financial institution and
address when necessary for identification) pur-
suant to Deposit Agreement dated

(2) Funds other than loan or grant
funds may be deposited by the bor-
rower in those exceptional instances
where an agreement is reached between
the District Director or County Super-
visor and the borrower, whereby the
borrower will make deposits of income
from any source directly into the su-
pervised bank account. In such in-
stances the borrower will be instructed
to prepare the deposit slip in the man-
ner described in §1902.9(a)(5).

§1902.10 Withdrawals.

(a) The District Director or County
Supervisor will not countersign checks
on the supervised bank account for the
use of funds unless the funds deposited
by the borrower from other sources
were cash deposits, or checks which the
District Director or County Supervisor
knows to be good, or until the deposit
checks have cleared.

(b) Withdrawals of funds deposited
under the applicable deposit agreement
are permitted only by order of the bor-
rower and countersignature of author-
ized FmHA or its successor agency
under Public Law 103-354 personnel, or
upon written demand on the financial
institution by the State Director.

(¢c) Upon withdrawal or maturity of
interest-bearing accounts established
through the use of an Interest-Bearing
Deposit Agreement, such funds will be
credited to the supervised bank ac-
count established through the use of
Form FmHA or its successor agency
under Public Law 103-354 402-1.

(d) The issuance of checks on the su-
pervised bank account will be kept to
the minimum possible without defeat-
ing the purpose of such accounts. When
major items of capital goods are being
purchased, or a limited number of rel-
atively costly items of operating ex-
penses are being paid, or when debts
are being refinanced, the checks will be
drawn to the vendors or creditors. If
minor capital items are being pur-
chased or numerous items of operating
and family living expenses are involved
as in connection with a monthly budg-
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et, a check may be drawn to the bor-
rower to provide the funds to meet
such costs.

(1) A check will be issued payable to
the appropriate payee but will never be
issued to ‘‘cash.” The purpose of the
expenditure will be clearly shown on
Form FmHA or its successor agency
under Public Law 103-354 402-2 and indi-
cated on the fact of the check. When
checks are drawn in favor of the bor-
rower to cover items too numerous to
identify, the expenditure will be identi-
fied on the check, as ‘‘miscellaneous.”

(2) Normally, OL and EM loan funds
will not be withdrawn from the super-
vised bank account until the lien
search has been made and a determina-
tion reached that the required security
has been obtained. This applies also to
withdrawal of funds in secured indi-
vidual loan cases. However, in those in-
stances when the applicant is unable to
pay for the lien search and filing fees
from personal funds, a check for this
purpose may be drawn on the super-
vised bank account to meet these loan
making requirements.

(3) Ordinarily, a check will be
countersigned before it is delivered to
the payee. However, in justifiable cir-
cumstances such as when excessive
travel on the part of the borrower, Dis-
trict Director of County Supervisor
would be involved, or purchase would
be prevented, and the borrower can be
relied upon to select goods and services
in accordance with the plans, a check
may be delivered to the payee by the
borrower before being countersigned.

(i) When a check is to be delivered to
the payee before being countersigned,
the District Director or County Super-
visor must make it clear to the bor-
rower and to the payee, if possible,
that the check will be countersigned
only if the quantity and quality of
items purchased are in accordance with
approved plans.

(i1) Checks delivered to the payee be-
fore countersignature will bear the fol-
lowing legend in addition to the legend
for countersignature: ‘“Valid only upon
countersignature of Farmers Home Ad-
ministration or its successor agency
under Public Law 103-354.”

(iii) The check must be presented by
the payee or a representative to the
District or County Office of the FmHA
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or its successor agency under Public
Law 103-354 servicing the account for
the required countersignature.

(iv) Such check must be accompanied
by a bill of sale, invoice, or receipt
signed by the borrower identifying the
nature and cost of goods or services
purchased or similar information must
be indicated on the check.

(4) For real estate loans or grants,
whether the check is delivered to the
payee before or after countersignature,
the number, and date of the check will
be inserted on all bills of sale, invoices,
receipts, and itemized statements for
materials, equipment, and services.

(5) Bills of sale, and so forth, may be
returned to the borrower with the can-
celed check for the payment of the bill.

(6) Checks to be drawn on a super-
vised bank account will bear the leg-
end:

Countersigned, not as co-maker or endorser.

(Title)

Farmers Home Administration or its
successor agency under Public Law 103-354

[46 FR 36106, July 14, 1981, as amended at 54
FR 47959, Nov. 20, 1989]

§1902.11 District and county office
records.

A record of funds deposited in a su-
pervised bank account will be main-
tained on Form FmHA or its successor
agency under Public Law 103-354 402-2
in accordance with the FMI. The record
of funds provided for operating pur-
poses by another creditor or grantor
will be on a separate Form FmHA or
its successor agency under Public Law
103-354 402-2 so that they can be clearly
identified.

[46 FR 36106, July 14, 1981, as amended at 51
FR 12308, Apr. 10, 1986]

§§1902.12-1902.13 [Reserved]

§1902.14 Reconciliation of accounts.

(a) A checking account statement
will be obtained periodically in accord-
ance with established practices in the
area. If the checking account state-
ment does not include sufficient infor-
mation to reconcile the account (the
name of the payee or the check number

66

7 CFR Ch. XVIIlI (1-1-02 Edition)

and the amount of each check, i.e., a
negotiable demand draft drawn on a fi-
nancial institution), the original can-
celled check or either a microfilm copy
or other reasonable facsimile of the
cancelled check must be provided to
the District or County Office with the
statement. Checking account state-
ments will be reconciled promptly with
District or County Office records. The
person making the reconciliation will
initial the record and indicate the date
of the action.

(b) All checking account statements
and, if necessary, original cancelled
checks or either a microfilm copy or
other reasonable fascimile of the can-
celled checks will be forwarded imme-
diately to the borrower when bank
statements and District or County Of-
fice records are in agreement. If a
transmittal is used, Form FmHA or its
successor agency under Public Law 103—
354 140-4, ‘“‘“Transmittal of Documents,”
is prescribed for that purpose.

(c) If the Financial Institution did
not return the original cancelled
check(s) to the Agency with the state-
ments, and FmHA or its successor
agency under Public Law 103-354 has a
need for the original cancelled check(s)
the Financial Institution, upon request
by the Agency, will furnish to the
Agency the requested original can-
celled check(s) or a certified micro-
filmed copy or other reasonable cer-
tified facsimile of the cancelled
check(s) and will provide this service
to the Farmers Home Administration
or its successor agency under Public
Law 103-354 with no fees being assessed
the Agency or the Depositor’s account
for the service.

[63 FR 356671, Sept. 14, 1988, as amended at 55
FR 21524, May 25, 1990]

§1902.15 Closing accounts.

When FmHA or its successor agency
under Public Law 103-354 loan or grant
funds and those of any other lender or
grantor have all been properly ex-
pended or withdrawn, Form FmHA or
its successor agency under Public Law
103-354 402-6 may be used to give FmHA
or its successor agency under Public
Law 103-354’s consent (and of another
lender or grantor, if involved) to close
the supervised bank account in the fol-
lowing situations:
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(a) When FmHA or its successor
agency under Public Law 103-354 loan
funds in the supervised bank account of
a borrower have been reduced to $100 or
less, and a check for the unexpended
balance has been issued to the bor-
rower to be used for authorized pur-
poses.

(b) For all loans accounts, except
loans listed in §1902.15(c) of this sec-
tion, after completion of authorized
loan funds expenditures, and after
promptly refunding any remaining un-
expended loan funds on the borrower’s
loan account with FmHA or its suc-
cessor agency under Public Law 103-354
or another lender, as appropriate.

(¢) For Community Facility, Water
and Waste Disposal, Watershed (WS),
Organizational Rural Rental Housing
(RRH), Resource Conservation and De-
velopment (RCD), EO loans to a Coop-
erative Association, Rural Cooperative
Housing (RCH), or Organizational
Labor Housing (LLH) loan and grant ac-
counts, when the funds have been ex-
pended in accordance with the require-
ments of part 1942 subpart A, the super-
vised bank account will be closed with-
in 90 days following completion of de-
velopment, unless an extension of time
is authorized in writing by the District
Director. If the borrower will not agree
to close the account, the District Di-
rector or County Supervisor will re-
quest the State Director to make de-
mand upon the financial institution in
accordance with §1902.16.

(d) Promptly upon death of a bor-
rower, except when the loan is being
continued with a joint debtor, when a
borrower is in default and it is deter-
mined that no further assistance will
be given, or when a borrower is no
longer classified as ‘“‘active.”

(1) Deceased borrowers. (i) Ordinarily,
upon notice of the death of a borrower,
the District Director or the County Su-
pervisor will request the State Director
to make demand upon the bank for the
balance on deposit and apply all the
balance after payment of any bank
charges to the borrower’s FmHA or its
successor agency under Public Law 103-
354 indebtedness. When the State Di-
rector approves continuation with a
survivor, the supervised bank account
of deceased borrower may be continued
with a remaining joint debtor who is
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liable for the loan and agrees to use the
unexpended funds as planned, provided:

(A) The account is a joint survivor-
ship supervised bank account, or

(B) If not a joint survivorship ac-
count, the financial institution will
agree to permit the addition of the sur-
viving joint debtor’s name to the exist-
ing signature card and the appropriate
Deposit Agreement and continue to
disburse checks out of the existing ac-
count upon FmHA or its successor
agency under Public Law 103-354’s
countersignature and the joint debtor’s
signature in place of the deceased bor-
rower, or

(C) The financial institution will per-
mit the State Director to withdraw the
balance from the existing supervised
bank account with a check jointly pay-
able to the FmHA or its successor
agency under Public Law 103-354 and
the surviving joint debtor and deposit
the money in a new supervised bank
account with a surviving joint debtor,
and will disburse checks from this new
account upon the signature of such sur-
vivor and the countersignature of an
authorized FmHA or its successor
agency under Public Law 103-354 offi-
cial.

(ii) The State Director, before apply-
ing the balance remaining in the super-
vised bank account to the FmHA or its
successor agency under Public Law 103—
354 indebtedness, is authorized upon ap-
proval by the Office of the General
Counsel (OGC) to refund any unobli-
gated balances of funds from other
lenders to the FmHA or its successor
agency under Public Law 103-354 bor-
rower for specific operating purposes in
accordance with subordination agree-
ments or other arrangements between
the FmHA or its successor agency
under Public Law 103-354, the lender
and the borrower.

(iii) The State Director, upon the rec-
ommendation of an authorized rep-
resentative of the estate of the de-
ceased borrower and the approval of
the OGC, is authorized to approve the
use of deposited funds for the payment
of commitments for goods delivered or
services performed in accordance with
the deceased borrower’s plans approved
by FmHA or its successor agency under
Public Law 103-354.
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(2) Borrowers in default. Whenever it
is impossible or impractical to obtain a
signed check from a borrower whose
supervised bank account is to be
closed, the District Director or County
Supervisor will request the State Di-
rector to make demand upon the finan-
cial institution for the balance on de-
posit in the borrower’s supervised bank
account for application as appropriate:

(i) To the borrower’s FmHA or its
successor agency under Public Law 103—
354 indebtedness, or

(ii) As refunds of any unobligated ad-
vance provided by other lenders which
were deposited in the account, or

(iii) For the return of FmHA or its
successor agency under Public Law 103—
354 grant funds to the FmHA or its suc-
cessor agency under Public Law 103-354
Finance Office, or

(iv) For the return of grant funds to
other grantors.

(3) Inactive borrowers. An inactive
borrower is one whose loan has not
been paid in full, but is no longer clas-
sified as ‘‘active.”

(4) Paid up borrowers. A paid-up bor-
rower is one who has a balance remain-
ing in the supervised bank account and
has repaid the entire indebtedness to
FmHA or its successor agency under
Public Law 103-354 and has properly ex-
pended all funds advanced by other
lenders. In such cases the District Di-
rector or County Supervisor will (i) no-
tify the borrower in writing that the
interests in the account of FmHA or its
successor agency under Public Law 103-
354 have been terminated, and (ii) in-
form the borrower of the balance re-
maining in the supervised bank ac-
count.

[46 FR 36106, July 14, 1981, as amended at 53
FR 231, Jan. 6, 1988; 54 FR 47196, Nov. 13, 1989;
66 FR 1569, Jan. 9, 2001]

§1902.16 Request for withdrawals by
State Director.

When the State Director is requested
to make written demand upon the fi-
nancial institution for the balance on
deposit in the supervised bank account,
or any part thereof, the request will be
accompanied by the following informa-
tion.

(a) Name of borrower as it appears on
the applicable Deposit Agreement.
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(b) Name and location of financial in-
stitution.

(c) Amount to be withdrawn for re-
fund to another lender of any balance
that may remain of funds received by
the borrower from such lender as a
loan or grant, or under a subordination
agreement or other arrangement be-
tween the FmHA or its successor agen-
cy under Public Law 103-354, the other
lender, and the borrower.

(d) Amount to be withdrawn, exclud-
ing any service charges, for a refund of
FmHA or its successor agency under
Public Law 103-354’s.

(e) Other pertinent information in-
cluding reasons for the withdrawal.

§§1902.17-1902.49

§1902.50 OMB control number.

The reporting and recordkeeping re-
quirements contained in this regula-
tion have been approved by the Office
of Management and Budget and have
been assigned OMB control number
05756-0158. Public reporting burden for
this collection of information is esti-
mated to vary from 5 minutes to 1%
hours per response, with an average of
0.42 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, including sug-
gestions for reducing this burden, to
Department of Agriculture, Clearance
Officer, OIRM, room 404-W, Wash-
ington, DC 20250; and to the Office of
Management and Budget, Paperwork
Reduction Project (OMB #0575-0158),
Washington, DC 20503.

[59 FR 3778, Jan. 27, 1994]

[Reserved]

EXHIBIT A TO SUBPART A [RESERVED]

EXHIBIT B TO SUBPART A—UNITED
STATES DEPARTMENT OF AGRI-
CULTURE, FARMERS HOME ADMINIS-
TRATION OR ITS SUCESSOR AGENCY
UNDER PUBLIC LAW 103-354—INTER-
EST-BEARING DEPOSIT AGREEMENT

BECAUSE certain funds of re-
ferred to as the ‘‘Depositor,” are now on de-
posit with the , referred to as the
‘“Financial Institution,” under a Deposit
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Agreement, dated , 19 , pro-
viding for supervision by the United States
of America, acting through the Farmers
Home Administration or its successor agen-
cy under Public Law 103-354, referred to as
the ‘‘Government,” which Deposit Agree-
ment grants to the Government security
and/or other interest in the funds covered by
that Deposit Agreement, and

BECAUSE certain of these funds are not
now required for immediate disbursement
and it is the desire of the Depositor to place
these funds in interest-bearing deposits with
the Financial Institution:

THEREFORE, the Depositor and the Gov-
ernment authorize and direct the Financial
Institution to place Dollars
($ ) of the funds subject to that De-
posit Agreement in interest-bearing deposits
as follows:

$ for a period of months
at % interest.

$ for a period of months
at % interest.

$ for a period of months
at % interest.

These interest-bearing deposits and the in-
come earned on them at all times shall be
considered a part of the account covered by
said Deposit Agreement except that the
right of the Depositor and the Government
to jointly withdraw all or a portion of the
funds in the account covered by the Deposit
Agreement by an order of the Depositor
countersigned by a representative of the
Government, and the right of the Govern-
ment to make written demand for the bal-
ance or any portion of the balance, is modi-
fied by the above time deposit maturity
schedule. The evidence of such time deposits
shall be issued in the names of the Depositor
and the Farmers Home Administration or its
successor agency under Public Law 103-354.

A copy of this Agreement shall be attached
to and become a part of each certificate,
passbook, or other evidence of deposit that
may be issued to represent such interest-
bearing deposits.

Executed this day of s
19 .
UNITED STATES OF AMERICA
By:

County Supervisor

Farmers Home Administration or its suc-
cessor agency under Public Law 103-354

U.S. Department of Agriculture

(Depositor)
By:
Title:
Accepted on the above terms and condi-
tions this day of ,19 .

(Financial Institution)
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(Office or Branch)
By:
Title:

[63 FR 35671, Sept. 14, 1988; 55 FR 21524, May
25, 1990]

Subpart B [Reserved]

Subpart C—Selecting a Financial
Institution for the Concentra-
tion Banking System (CBS)

§§1902.101-1902.103 [Reserved]
§1902.104 Establishing or changing a
TLA.

(a) Establishing a TLA. (1) After an FI
has been selected by the FmHA or its
successor agency under Public Law 103—
354 field office, the FmHA or its suc-
cessor agency under Public Law 103-354
office will provide the State Office with
the name and address of the FI se-
lected.

(2) The FmHA or its successor agency
under Public Law 103-354 field office
must have the FI execute a MOU for
CBS. Form FmHA or its successor
agency under Public Law 103-354 1902-7,
will be completed when the MOU is ex-
ecuted. The FmHA or its successor
agency under Public Law 103-354 field
office will complete item 1 and the FI
will complete the rest of the summary.
Instructions for completing this form
are in the FMI. The FmHA or its suc-
cessor agency under Public Law 103-354
field office will forward three signed
copies of the MOU together with the
original and two copies of Form FMHA
1902-7 to the State Office coordinator.
The State Office coordinator will check
for the following common errors before
submitting to the: Cash Management
Branch, FmHA or its successor agency
under Public Law 103-354 Finance Of-
fice, Mail Code FC-354, 1520 Market
Street, St. Louis, MO 63103.

(i) Check to see that the local bank
has signed all copies of the MOU and
has affixed its seal next to the signa-
ture.

(ii) Check signature blocks to insure
that the local FmHA or its successor
agency under Public Law 103-354 office
has not signed in any of the blocks pro-
vided for the local bank and Treasury.
This agreement is between the local
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bank and Treasury and FmHA or its
successor agency under Public Law 103—
354 will not be a party to the agree-
ment.

(iii) Do not allow the bank to cross
out or change any clauses in the MOU.
Treasury will not accept modified
agreements.

(iv) Do not allow the bank to retype
the agreement as this would require a
word-for-word verification of the entire
document to determine whether any-
thing had been changed.

(3) The Cash Management Branch
will submit the MOU’s to Treasury for
signature along with the original and
one copy of Form FmHA or its suc-
cessor agency under Public Law 103-354
1902-7. Treasury will sign the copies of
the MOU, send one copy to the FI, one
to the local FmHA or its successor
agency under Public Law 103-354 office,
and keep one copy for the files. Treas-
ury will notify the Cash Management
Branch if a MOU is rejected.

(4) The local FmHA or its successor
agency under Public Law 103-354 office
must obtain selected information from
the FI for funds transfer purposes on
CBS including information necessary
to establish a compensation account to
receive ACH transfers from the concen-
trator bank.

[63 FR 26588, July 14, 1988, as amended at 59
FR 54788, Nov. 2, 1994]

§§1902.105-1902.149 [Reserved]

§1902.150 OMB control number.

The collection of information re-
quirements in this regulation have
been approved by the Office of Manage-
ment and Budget and have been as-
signed OMB Control Number 0575-0128.

[63 FR 26588, July 14, 1988]

PART 1904—LOAN AND GRANT
PROGRAMS (INDIVIDUAL) [RE-
SERVED]

PART 1910—GENERAL

Subpart A—Receiving and Processing
Applications

Sec.

1910.1 General.

1910.2 Equal Credit Opportunity Act (ECOA)
and Regulation B.
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1910.3 Receiving applications.

1910.4 Processing applications.

1910.5 Evaluating applications.

1910.6-1910.9 [Reserved]

1910.10 Preference.

1910.11 Special requirements.

1910.12-1910.49 [Reserved]

1910.50 OMB control number.

EXHIBIT A TO SUBPART A [RESERVED]

EXHIBIT B TO SUBPART A—LETTER TO NOTIFY
SOCIALLY DISADVANTAGED APPLICANT(S)/
BORROWER(S) REGARDING THE AVAIL-
ABILITY OF DIRECT FARM OWNERSHIP (FO)
LOANS AND THE ACQUISITION/LEASING OF
FMHA OR ITS SUCCESSOR AGENCY UNDER
PUBLIC LAW 103-354 ACQUIRED FARMLAND

EXHIBIT C TO SUBPART A—LETTER TO NOTIFY
APPLICANT(S)/BORROWER(S) OF THEIR RE-
SPONSIBILITIES IN CONNECTION WITH
FMHA OR ITS SUCCESSOR AGENCY UNDER
PuBLIC LAw 103-354 FARMER PROGRAM
LOANS [NOTE]

Subpart B—Credit Reports (Individual)

1910.51 Purpose.
1910.52 [Reserved]
1910.53 Policy.

1910.54-1910.100 [Reserved]

Subpart C—Commercial Credit Reports

1910.101 Preface.
1910.102-1910.150 [Reserved]

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 42
U.S.C. 1480.

SOURCE: 43 FR 56643, Dec. 4, 1978, unless
otherwise noted.

Subpart A—Receiving and
Processing Applications

SOURCE: 53 FR 35671, Sept. 14, 1988, unless
otherwise noted.

§1910.1 General.

This subpart prescribes the policies
and procedures for informing inter-
ested parties of the Farm Credit loan
programs available through the Farm
Service Agency (FSA), and how such
requests are processed. Requests for
Nonprogram (NP) assistance will be
handled in accordance with subpart J
of part 1951 of this chapter. References
contained herein to the housing pro-
grams of the Rural Housing Service
(RHS), or its successor agency, are no
longer applicable.

(a) The County Supervisor will pro-
vide information about FSA and RHS
services to all persons making inquiry
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about FSA and RHS programs. This in-
formation may be provided by indi-
vidual interviews, correspondence, or
distribution of pamphlets, leaflets, and
appropriate FSA and RHS regulations.

(b) Wherever the term ‘‘applicant”
appears in this subpart, it shall be con-
strued to mean applicant and/or co-ap-
plicant, if any.

(c) FmHA forms are available in any
Rural Development (RD) or FSA office.

(d) The terms ‘‘interest credit” and
interest credit assistance,” as they
relate to Single Family Housing (SFH),
are interchangeable with the term
“payment assistance.” Payment assist-
ance is the generic term for the subsidy
provided to eligible SFH borrowers to
reduce mortgage payments.

(e) As used in this subpart in relation
to Farm Credit Programs loans, Agency
means the Farm Service Agency, its
county and State committees and their
personnel, and any successor agency.

(f) As used in this subpart, the abbre-
viation ‘‘Lo-Doc’” means Low-Docu-
mentation and the abbreviation ‘““OL”
means Operating Loan.

[63 FR 35671, Sept. 14, 1988, as amended at 55
FR 21524, May 25, 1990; 5656 FR 29560, July 20,
1990; 56 FR 66959, Dec. 27, 1991; 58 FR 44263,
Aug. 20, 1993; 58 FR 52646, Oct. 12, 1993; 60 FR
55122, Oct. 27, 1995; 61 FR 35919, July 9, 1996;
61 FR 59777, Nov. 22, 1996; 62 FR 9353, Mar. 3,
1997; 66 FR 1572, Jan. 9, 2001]

§1910.2 Equal Credit Opportunity Act
(ECOA) and Regulation B.

ECOA as amended, prohibits dis-
crimination in credit based on sex,
marital status, race, color, religion,
natural origin, age (provided the appli-
cant has the capacity to contract), be-
cause all or part of the applicant’s in-
come is derived from public assistance
of any kind, or because the applicant
has, in good faith, exercised any right
under the Consumer Credit Protection
Act. These shall hereafter be referred
to in this subpart as ‘“ECOA prohibited
bases.” It is the policy of the Farmers
Home Administration or its successor
agency under Public Law 103-354 that
assistance and services shall not be de-
nied to any person or applicant as a re-
sult of race, sex, national origin, color,
religion, marital status, age, receipt of
income from public assistance, or be-
cause the applicant has, in good faith,
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exercised any right under the Con-
sumer Credit Protection Act.

§1910.3 Receiving applications.

Applications for FSA or RHS assist-
ance will ordinarily be filed in the
County Office serving the area in which
the farm, dwelling, business, or other
facility for which financing is being re-
quested is or will be located.

(a) All persons applying for FSA or
RHS assistance who are not indebted
to FSA or RHS must file a written ap-
plication. All persons wishing to sub-
mit an application will be encouraged
to do so. No oral or written statement
will be made to applicants or prospec-
tive applicants that would discourage
them from applying for assistance,
based on any ECOA ‘‘prohibited bases.”
The filing of written applications will
be encouraged even though funds may
not be currently available, since com-
plete applications must be considered
in the date order received, except when
program regulations or Veteran status
provides for preference. Applications
will normally be handled as follows:

(1) Form FmHA 410-4, ‘‘Application
for Rural Housing Assistance (Non-
Farm Tract),” will be used by appli-
cants for RH loans on nonfarm tracts
who depend primarily on off-farm in-
come.

(2) Form FmHA 410-1, ‘‘Application
for FmHA Services,” will be used by all
other applicants. These include persons
applying for RH loans on farms or non-
farm tracts who derive a major portion
of their income from farming. For EM
loans, it is also necessary for the appli-
cant to complete Form FmHA 1945-22,
“Certification of Disaster Losses.”

(3) SF 424.2, ‘‘Application for Federal
Assistance (For Construction),” with
the requirements outlined in the appli-
cable program exhibits will be used by
all applicants applying for LH loans.

(4) The Right to Financial Privacy
Act of 1978, Title XI of Pub. L. 95-630,
requires that:

(i) Except as specified in paragraph
(a)(4)(ii) of this section, within 3 days
of the receipt of an application for a
loan or grant from an individual or a
partnership of five or fewer members,
the RD office will forward Form FmHA
410-7, ‘‘Notification to Applicant on
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Use of Financial Information from Fi-
nancial Institution,” to those appli-
cants.

(ii) For a labor housing application
filed by an individual or a partnership
of five or fewer members, the RD office
will comply with paragraph (a)(4)(i) of
this section only if it is determined
that financial information will be re-
quested from any financial institution.

(5) All individual loan applicants will
sign Form FmHA or its successor agen-
cy under Public Law 103-354 410-9,
‘“Statement Required by the Privacy
Act.” A signed copy will remain with
the application. No application is com-
plete without a signed Form FmHA or
its successor agency under Public Law
103-354 410-9 on file.

(6) Information regarding race, na-
tional origin, sex, and marital status is
needed for monitoring purposes for all
applications filed for assistance to fi-
nance residential real estate and direct
FO loans when the loan is to be secured
by a lien on the property. In those
cases, FmHA or its successor agency
under Public Law 103-354 will request
the applicant and/or co-applicant to
furnish that information on the appli-
cation on a voluntary basis. The appli-
cation form will indicate that this in-
formation is provided on a voluntary
basis.

(7) Applicants are asked to identify
any known relationship or association
with an FmHA or its successor agency
under Public Law 103-354 employee
when completing the application. When
there is a relationship or association,
the processing official must complete
the action required under subpart D of
part 1900 of this chapter.

(b) Requests by FmHA or its suc-
cessor agency under Public Law 103-354
borrowers for additional assistance will
be submitted as prescribed by each
loan/grant program, and the following:

(1) All applicants must provide their
taxpayer’s identification number with
their applications, except as noted in
paragraph (i) of this section.

(2) RH applicants who have a current
Form FmHA or its successor agency
under Public Law 103-354 1944—3,
“Budget and/or Financial Statement”,
or Form FmHA or its successor agency
under Public Law 103-354 4104, and who
are presently indebted to FmHA or its
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successor agency under Public Law 103—
354, will be required to complete only
the following items of Form FmHA or
its successor agency under Public Law
103-354 4104 (if other information
about their current status is not avail-
able for adequate processing of their
applications, these applicants should
fully complete Form FmHA or its suc-
cessor agency under Public Law 103-354
410-4):

(i) Name.

(ii) Social Security Number.

(iii) Loan purpose.

(iv) Planned income for next 12
months.

(v) Date and signature of the applica-
tion.

(3) Farmer Program applicants who
are presently indebted to FmHA or its
successor agency under Public Law 103—
354 will be required to complete Form
FmHA or its successor agency under
Public Law 103-354 410-1. When applica-
tion is made within 60 days of the date
of table A, ‘‘Balance sheet,” on Form
FmHA or its successor agency under
Public Law 103-354 431-2, ‘‘Farm and
Home Plan,” and there are no signifi-
cant changes that would affect eligi-
bility, reference to table A of Form
FmHA or its successor agency under
Public Law 103-354 431-2 can be made in
Item 17, ‘“‘Financial Statement as of
Date of Application,” of Form FmHA
or its successor agency under Public
Law 103-354 410-1.

(4) Applicants for EM loans with new
losses from disaster, as authorized
under EM regulations, must also com-
plete Form FmHA or its successor
agency under Public Law 103-354 1945-22
in addition to the other required forms.

(c) County Office employees will be
responsible for receiving loan applica-
tions and giving a preliminary expla-
nation of services available through
FmHA or its successor agency under
Public Law 103-354. An explanation of
the types of assistance available should
be given whenever it is not clear to the
applicant what type of loan or grant
will meet the applicant’s needs. The
employee receiving the application will
make sure that it is properly com-
pleted, dated and signed, and will give
whatever assistance is necessary. An
applicant may apply for and maintain
a loan account using a birth-given first
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name and a birth-given surname, or the
spouse’s surname, or a combination of
surnames. Married persons may apply
as individuals. In the case of a joint ap-
plication for other than a farmer pro-
gram loan, the persons requesting the
assistance will designate who is listed
as ‘“‘applicant’ and who is listed as ‘‘co-
applicant.” For farmer program loans,
there will be only one applicant. If a
husband and wife insist on applying as
co-applicants for a farmer program
loan and the farming operation is a
sole proprietorship, they will be consid-
ered a joint operation and they both
will have to meet the eligibility re-
quirements applicable to the joint op-
eration. County Office employees must
explain to husbands and wives that
they both do not need to apply for
farmer program loans unless they de-
sire to do so or the application is for an
entity operation. If they apply to-
gether for a loan, it must be explained
that they will be considered as a joint
operation. When the use of veteran’s
preference is involved, the identity of
the veteran must be properly docu-
mented if the name used in the applica-
tion differs from that shown on the
veteran’s evidence of eligibility.

(d) Information will be obtained
about household members or others, in-
cluding cosigners, as required by pro-
gram regulations needed to determine
eligibility for the requested assistance.
A cosigner will be required only when
it has been determined that the appli-
cant cannot possibly meet the repay-
ment or the security requirements for
the loan request. When a co-signer will
be required, the applicant will be re-
quested to identify their choice of co-
signer. An applicant will also be re-
quired to provide information con-
cerning a co-signer, spouse or former
spouse, who will not be a co-signer, or
who is not a member of the household,
when the applicant is relying on the
co-signer, alimony, child support, sepa-
rate maintenance from that spouse or
former spouse as a basis for repayment,
or receipt of such payments will be
considered for eligibility. In such
cases, information regarding the co-
signer’s, spouse’s or former spouse’s fi-
nancial resources may be requested.
Only information regarding the receipt
and dependability of income from ali-
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mony, child support, or separate main-
tenance, provided by a former spouse,
may be requested, considered, and
verified to determine eligibility and re-
payment ability.

(e) Signature requirements on the
Promissory Note will be as needed to
assure repayment of the indebtedness
and as set out in the loan making regu-
lations. The spouse of an applicant will
not be required to sign the note unless
the spouse’s signature on the note is
required to create a security interest
or the spouse is a co-applicant. Signa-
ture requirements on the Mortgage or
Deed of Trust will be sufficient to ob-
tain the required lien, and to make the
property being offered as security
available to satisfy the debt in the
event of default. FmHA or its successor
agency under Public Law 103-354 State
supplements will be issued to outline
the requirements in accordance with
State real property law. The State Di-
rector will obtain the advice of OGC
prior to issuance of the State supple-
ment.

(f) If a spouse’s signature would be
necessary for FmHA or its successor
agency under Public Law 103-354 to ob-
tain the necessary security, informa-
tion regarding an applicant’s marital
status will be obtained. Only the terms
“married” and ‘‘separated’” may be
used to designate marital status. “Un-
married’”’ includes single, divorced, or
widowed persons.

(g) FmHA or its successor agency
under Public Law 103-354 may not re-
quest information concerning birth
control practices, intentions con-
cerning the bearing or rearing of chil-
dren, or capability to bear children. As-
sumptions or aggregate statistics re-
lating to the likelihood or probability
that any particular group of persons
will bear or rear children will not be
used to evaluate creditworthiness, or
for any other purpose; nor will the as-
sumption be made that, for that rea-
son, an applicant will receive dimin-
ished or interrupted income in the fu-
ture.

(h) If after discussing credit needs, it
appears that the applicant may be able
to obtain the necessary credit from
some other source, the County Super-
visor should provide information on
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the availability of such credit and pro-
vide the needed assistance in con-
tacting that credit source. All applica-
tions, including those from applicants
assisted in obtaining credit from other
credit sources, will be listed and re-
ported in accordance with FmHA or its
successor agency under Public Law 103-
354 Instructions 1905-A and 2006-J
which are available in all FmHA or its
successor agency under Public Law 103—
354 offices.

(i) For all loans and grants, the appli-
cant must furnish the applicant’s tax-
payer’s identification number with the
application, except as otherwise indi-
cated in this paragraph. The taxpayer’s
identification number for individuals
who are not business applicants is the
Social Security Number (SSN). The
taxpayer’s identification number will
be used as part of the borrower’s case
number, except as noted in paragraph
(1)(3) of this section.

(1) The SSN preceded by the State
and county code numbers will con-
stitute the borrower’s case number to
be used on all FmHA or its successor
agency under Public Law 103-354 forms.

(2) In the case of noncitizens who are
permanent residents or on indefinite
parole and who do not yet have a tax-
payer’s identification number, their
applications will be filed; however,
they will not be processed until the
SSN is obtained. Disposition of appli-
cations not processed because of lack
of the number will be as set forth in
FmHA or its successor agency under
Public Law 103-354 Instruction 2033-A,
‘“Management of County Office
Records,” (available in any FmHA or
its successor agency under Public Law
103-354 office).

(3) The borrower’s case number for
residents of the Pacific Islands will be
taxpayer’s identification number
issued by the Pacific Islands Govern-
ment.

(j) For all loans and credit sales se-
cured by a first mortgage and involving
the purchase of an existing 1 to 4 fam-
ily unit, or purchase of a building site
and construction of 1 to 4 family resi-
dential units, or FO loans involving
tracts of 25 acres or less, whether made
to an individual, corporation, partner-
ship, joint operation, cooperative, asso-
ciation, or other entity, the booklet
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entitled ‘‘Settlement Costs” will be
hand-delivered to the applicant when
the completed application is received,
or mailed to the applicant within three
(3) business days after receipt of the
application in the County Office.

(1) Form FmHA or its successor agen-
cy under Public Law 103-354 440-58,
“BEstimate of Settlement Costs,” will
be completed by the County Supervisor
and delivered to the applicant with the
booklet.

(2) A record of the date and method
of delivery of the booklet and Form
FmHA or its successor agency under
Public Law 103-354 440-58 will be kept
in the running record section of the ap-
plicant’s/borrower’s County Office case
folder.

(k) For loans, assumptions and credit
sales to individuals for household pur-
poses that are subject to the Real Es-
tate Settlement Procedures Act
(RESPA), Form FmHA or its successor
agency under Public Law 103-354 1940-
41, “Truth in Lending Disclosure State-
ment,” will be completed using ‘‘good-
faith” estimates, and will be delivered
or placed in the mail to the applicant
within 3 business days of receipt of the
written application in the County Of-
fice.

(1) Fees for the total amount charged
for individual credit reports as indi-
cated in exhibit A of subpart B of part
1910 of this chapter (available in any
FmHA or its successor agency under
Public Law 103-354 office) will be col-
lected from the loan applicants before
credit reports are ordered, except in
the case of section 504 loan applicants
and section 502 Rural Housing Loan ap-
plicants whose requested loan will like-
1y not exceed $7,500. It is the policy not
to order credit reports for Rural Hous-
ing loans of $7,500, or less, but if the
County Supervisor determines that a
credit report is necessary, it will be or-
dered at no cost to the loan applicant
as provided for in §1910.53(g) of subpart
B of part 1910 of this chapter.

[63 FR 35671, Sept. 14, 1988, as amended at 54
FR 11365, Mar. 20, 1989; 556 FR 21524, May 25,
1990; 56 FR 66959, Dec. 27, 1991; 58 FR 226, Jan.
5, 1993; 58 FR 44263, Aug. 20, 1993; 61 FR 35919,
July 9, 1996; 62 FR 9353, Mar. 3, 1997]



RHS, RBS, RUS, FSA, USDA

§1910.4 Processing applications.

When obtaining information con-
cerning applicants and evaluating their
qualifications, FmHA or its successor
agency under Public Law 103-354 per-
sonnel will be covered by the provi-
sions of ECOA and the established poli-
cies for the various types of assistance
offered by FmHA or its successor agen-
cy under Public Law 103-354. If a farm
is situated in more than one State,
County or Parish, the loan will be proc-
essed in the State, County or Parish
where the applicant’s principal resi-
dence on the farm is located. If the ap-
plicant’s residence is not located on
the farm or if the applicant is a cor-
poration, cooperative, partnership or
joint operation, the loan will be proc-
essed by the County Office serving the
County in which the farm or a major
portion of the farm is located, unless
otherwise approved by the State Office.
Applications of FmHA or its successor
agency under Public Law 103-354 em-
ployees, members of their families,
close relatives, or business or close per-
sonal associates are processed accord-
ing to subpart D of part 1900 of this
chapter.

(a) Completed RH applications. Com-
pleted applications are those as de-
scribed in §1944.27 (copies available in
any REDC office), and all applications
for Rural Housing loans will be proc-
essed as outlines in that instruction.

(b) Completed Farm Credit Programs
applications and additional FSA respon-
sibilities. All persons requesting an ap-
plication will be provided exhibit A
(available in any office). The County
Supervisor will provide assistance as
necessary to help applicants complete
their applications. Complete applica-
tions will be processed in the order of
date received, except as outlined in
§1910.10 of this subpart. If the applica-
tion is complete when it is first re-
ceived, a County Office official will
stamp the filing date on the front of
Form FmHA 410-1 and enter the date in
the ‘““‘Application Received” and ‘‘Ap-
plication Completed’’ fields in the Ap-
plication Processing Module of the
Management Records Systems (MRS.)
On the date all information necessary
to process an application is received, a
County Office official will send the ap-
plicant FmHA Guide Letter 1910-A-3
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(available in any office) notifying the
applicant that the application is con-
sidered complete. The date entered in
the ‘‘Application Completed” field in
the Application Processing Module of
MRS will establish the 30-day and 60-
day timeframes for determining eligi-
bility and loan approval/disapproval,
respectively. The County Supervisor
will verify the information furnished
by the applicant, and record and as-
semble additional information needed
to properly evaluate the applicant’s
qualifications and credit needs. Addi-
tional information may be obtained
and verified by County Office records,
personal contacts, and visits to the ap-
plicant’s operation. A complete Farm
Loan Programs application requires
fulfillment of both the applicant and
FSA responsibilities, except as pro-
vided in paragraph (c) of this section.
Once this information is received and
the application is considered complete,
FSA has additional responsibilities be-
fore loan approval is determined. The
various responsibilities are as follows:

APPLICANT’S RESPONSIBILITIES FOR A
COMPLETE APPLICATION

(1) Completed Form FmHA 410-1,
“Application for FmHA Services,” in-
cluding a signed Form FmHA 410-9,
“Statement Required by the Privacy
Act.”

(2) If the applicant is a cooperative,
corporation, partnership, or joint oper-
ation:

(i) A complete list of members,
stockholders, partners or joint opera-
tors showing the address, citizenship,
principal occupation, and the number
of shares and percentage of ownership
or of stock held in the cooperative or
corporation, by each, or the percentage
of interest held in the partnership or
joint operation, by each.

(ii) A current personal financial
statement from each of the members of
a cooperative, stockholders of a cor-
poration, partners of a partnership, or
joint operators of a joint operation.

(iii) A current financial statement
from the cooperative, corporation,
partnership, or joint operation itself.

(iv) A copy of the cooperative’s or
corporation’s charter, or any partner-
ship or joint operation agreement, any
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articles of incorporation and bylaws,
any certificate or evidence of current
registration (good standing), and a res-
olution(s) adopted by the Board of Di-
rectors or members or stockholders au-
thorizing specified officers of the coop-
erative, corporation, partnership, or
joint operation to apply for and obtain
the desired loan and execute required
debt, security, and other instruments
and agreements.

(3) A brief written description as to
the farm training and/or experience of
the applicant and the individual mem-
bers of an entity applicant (new appli-
cants only). If a waiver from the train-
ing required in Section 1924.74 of sub-
part B of part 1924 of this chapter is re-
quested, provide verification of any
courses taken which covered produc-
tion and/or financial management con-
cepts, and/or a statement explaining
how the applicant’s proven perform-
ance based on b5-year production
records demonstrates production abil-
ity.

(4) Supporting and documented
verification that the applicant (and all
members of an entity applicant) cannot
obtain credit elsewhere, including a
guaranteed loan.

(5) Financial records for the past five
years. Income tax records may be pro-
vided by the applicant when other fi-
nancial records are not available.

(6) Five years of production history
immediately preceding the year of ap-
plication, unless the applicant has been
farming less than 5 years.

(7) A brief written description of the
proposed operation and the proposed
size of the operation (required for new
applicants and existing borrowers with
significant changes in their oper-
ations).

(8) Verification of off-farm employ-
ment, if any. This will be used only
when the applicant is relying on off-
farm income to pay part of the appli-
cant’s expenses.

(9) Projected production, income and
expenses, and loan repayment plan,
which may be submitted on Form
FmHA 431-2, “Farm and Home Plan,”
or other similar plans of operation ac-
ceptable to FSA.

(10) Applicable items required in ex-
hibit M of subpart G of part 1940 of this
chapter including SCS Form CPA-026,
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‘““Highly Erodible Land and Wetland
Conservation Determination,” Form
AD-1026, ‘‘Highly Erodible Land Con-
servation (HELC) and Wetland Con-
servation (WC) Certification,” and
Form FmHA 1940-20, as required by
subpart G of part 1940 of this chapter.

(11) A legal description of farm, real
estate property and/or (if applicable) a
copy of any lease, contract, option or
agreement entered into by the appli-
cant which may be pertinent to consid-
eration of the application, or when a
written lease is not obtainable, a state-
ment setting forth the terms and con-
ditions of the agreement.

(12) Form FmHA 440-32, ‘“‘Request for
Statement of Debts and Collateral,”
when applicable.

(13) Forms FmHA 1945-22, ‘Certifi-
cation of Disaster Losses,” and FmHA
1940-38, “Request for Lender’s
Verification of Lioan Application,” (EM
loans only).

FSA’S RESPONSIBILITIES FOR A
COMPLETE APPLICATION

(14) Send Form FmHA 410-7, ‘“‘Notifi-
cation to Applicant on Use of Financial
Information from Financial Institu-
tion,” to the applicant when applica-
ble.

(156) Form FmHA 1945-26, ‘‘Calcula-
tion of Actual Losses’ (EM loans only).

(16) Credit reports as provided in sub-
parts B and C of this part.

(17) Form FmHA 194529, ‘“ASCS
Verification of Farm Acreages, Produc-
tion and Benefits,” (EM loans only).

(18) The Current/Past Debt Inquiry
and Borrower Cross-Reference Sys-
tems. The Current/Past Debt Inquiry
System must be reviewed for each ap-
plication and copies of the screens
must be attached to the applicant’s
file.

ADDITIONAL FSA FARM CREDIT
RESPONSIBILITIES

(190 Form FmHA 1924-1,
ment Plan,” if necessary.

(200 Form FmHA 1940-22, ‘‘Environ-
mental Checklist for Categorical Ex-
clusions,” or Class I and Class II as-
sessment, whichever is applicable.

(21) Real estate and chattel appraisal,
when applicable.

(22) Completion of the assessment in
accordance with §1924.55.

“Develop-
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(¢) Low-Documentation (Lo-Doc) Op-
erating Loans:

(1) To qualify for loan processing
under Lo-Doc provisions, an applicant
must:

(i) Be current on all payments to all
creditors including FSA (if an FSA bor-
rower);

(ii) Have not received primary loan
servicing or disaster set-aside on any
FSA debt within the past 5 years; and

(iii) Meet one of the following cri-
teria:

(A) The loan requested is $50,000 or
less and the total outstanding FSA op-
erating loan debt at the time of loan
closing will be less than $100,000; or

(B) The loan is requested to pay an-
nual operating expenses and the appli-
cant is an existing FSA borrower who
has received and repaid as scheduled,
at least two previous annual operating
loans from the agency.

(2) A complete Lo-Doc OL application
will consist of the items listed in para-
graphs (b)(1), (b)(2), (b)(9), (b)(10), and
(b)(16) of this section. The Agency may
require a Lo-Doc applicant to submit
any other information listed under
paragraph (b) of this section as needed
to make a determination on the loan
application.

(d) Notifying applicants that direct loan
eligibility is subject to the unavailability
of guaranteed financing. If the assess-
ment, completed in accordance with
§1924.55 concludes that guaranteed as-
sistance may be available, with or
without interest assistance, a pro-
spectus will be sent to area lenders in
accordance with §1951.262(f) as appro-
priate. If a lender indicates interest in
providing financing with a Farm Credit
Programs loan guarantee, refer to
§1980.113(c) for handling as a market
placement application. No direct loan
to a current borrower will be approved
until the process outlined in this para-
graph has been concluded.

(e) Incomplete Farm Credit Programs
applications. (1) When an incomplete
application is received, a County Office
official will stamp the filing date on
the front of Form FmHA 410-1, and
enter the date in the ‘‘Application Re-
ceived” and ‘“‘Incomplete Application”
fields in the Application Processing
Module of MRS.
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(2) When an application that was re-
ceived incomplete is completed, the
date will be entered in the ‘‘Applica-
tion Completed” field in the Applica-
tion Processing Module of MRS. The
County Supervisor will follow the re-
quirements of paragraph (b) of this sec-
tion.

(3) Applicants who do not submit nec-
essary information for complete appli-
cations, as described in paragraph (b)
of this section, for EM, FO, OL and SW
loans, will be handled as follows:

(i) No later than 10 calendar days
after receipt of the application, the
County Supervisor will send the appli-
cant a letter similar to FmHA Guide
Letter 1910-A-1. The letter will:

(A) List the additional information
needed.

(B) State that the application cannot
be processed until all required informa-
tion is received in the FmHA or its suc-
cessor agency under Public Law 103-354
County Office.

(C) Set a specific due date for the in-
formation. This date will be 20 calendar
days after the date of the letter.

(ii) When information is needed from
other USDA Agencies, the County Su-
pervisor will inform those Agencies and
the applicant of the information need-
ed, and note the date of the request in
the running record. For operating loan
applications, the County Supervisor
will request that the Agencies return
the information to the County Office
within 15 calendar days of the date of
receipt of the request.

(iii) If the necessary information has
not been received from the applicant 20
calendar days after the date of the first
written notification of an incomplete
application, the County Supervisor will
immediately send the applicant a let-
ter similar to FmHA Guide Letter 1910—
A-2.

(A) The letter will again list the ad-
ditional information needed, and state
that the application cannot be proc-
essed until all the required information
is received.

(B) The letter will set a due date of 10
calendar days from the date of the let-
ter. It will further state that unless the
applicant supplies the required infor-
mation or contacts the County Office
by that date, the application will be
withdrawn without further notice.
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(C) This letter will contain the Equal
Credit Opportunity Act (ECOA) state-
ment set forth in §1910.6(b)(1) of this
subpart.

(D) A copy of this letter must be sent
to the District Office at the same time
it is sent to the applicant.

(iv) If the applicant has not con-
tacted the County Office by the due
date set in the second notification let-
ter, the County Supervisor will then
withdraw the application.

(v) All applications withdrawn will be
handled in accordance with §2033.7 of
FmHA Instruction 2033-A.

() Notifying applicants (including pres-
ently indebted borrowers) about Limited
Resource loans. Immediately after an
application for OL, FO, SW, or EM as-
sistance is received, the County Super-
visor will send a letter similar to Guide
Letter 1924-B-1 to the applicant telling
the applicant about Limited Resource
loans.

(g) Notifying socially disadvantaged ap-
plicants regarding the availability of Di-
rect Farm Ownership (FO) loans. Imme-
diately after an application for FO as-
sistance is received, the County Super-
visor will send exhibit B of this sub-
part, ‘“‘Letter to Notify Socially Dis-
advantaged Applicants/Borrowers Re-
garding the Availability of Acquired
Farmland,” to the applicants. Exhibit
B will also be presented to all socially
disadvantaged individuals at the time
they make their initial contact regard-
ing Agency credit services. Socially
disadvantaged applicants are defined in
§1943.4 of subpart A of part 1943 of this
chapter.

(h) Notifying Borrowers about Farm
Credit Programs (FCP) Borrower Respon-
sibilities. When an application for OL,
FO, SW or EM assistance is approved,
the County Supervisor will provide to
the borrower exhibit C of this subpart,
“Letter to Notify Applicant(s)/Bor-
rower(s) of Their Responsibilities in
Connection with FmHA Farmer Pro-
grams Loans.”

(1) Determining eligibility. The Agency
will determine eligibility of all Farm
Credit Programs applicants including
those who are already indebted for a
Farm Credit Programs loan. The Farm
Credit Programs application does not
need to be complete before it is re-
viewed; however, all information rel-
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ative to the eligibility decision must
be received. The Rural Housing Service
will determine eligibility for all RH
loan applicants.

(1) The Agency will certify whether
or not the applicant meets the eligi-
bility requirements and whether or not
the applicant is a beginning farmer or
rancher, as defined in the applicable
Farm Credit Programs loan making
regulation. An eligible Operating Loan
(OL) or Farm Ownership (FO) Loan ap-
plicant, who is considered a beginning
farmer or rancher, will have access to
targeted funds. An eligible FO appli-
cant requesting to purchase suitable
farmland, who is considered a begin-
ning farmer or rancher, will be given
priority in accordance with §1955.107
(f). In addition, it is the responsibility
of the Agency to determine whether or
not the FO applicant is an operator of
not larger than a family size farm, as
of the time immediately after the con-
tract of sale or lease is entered into,
even though the applicant is not in
need of Agency credit assistance on eli-
gible rates and terms to purchase suit-
able farmland. The loan approval offi-
cial will determine the applicant’s pro-
jected repayment ability, the adequacy
of collateral equity to secure the re-
quested loan, and the feasibility of the
proposed operation.

(2) An outstanding judgment ob-
tained by the United States in a Fed-
eral Court (other than the United
States Tax Court), which has been re-
corded, shall cause the applicant to be
ineligible for any loan or grant until
the judgment is paid in full or other-
wise satisfied. Agency loan or grant
funds may not be used to satisfy the
judgment.

(i) Timeliness. Processing require-
ments for each program area are as fol-
lows:

(1) Farm Credit Programs (FCP) appli-
cations. Bach application must be ap-
proved or disapproved and the appli-
cant notified in writing of the action
taken, not later than 60 days after re-
ceipt of a complete application. The
District Director will monitor the
processing of all applications to ensure
that each is processed in a timely man-
ner and receives a final disposition
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(i.e., approval, rejection, or with-
drawal) within the timeframes outlined
in this section.

(i) Receipt by the applicant of a
signed copy of Form FmHA 1940-1, ‘‘Re-
quest for Obligation of Funds,” will be
considered written notice of loan ap-
proval.

(ii) If a complete application is not
approved or disapproved 45 calendar
days after all necessary information is
received, the following steps will be
taken:

(A) The County Supervisor will make
sure that the data in the County Office
MRS data base regarding the applica-
tion are up-to-date, and that the rea-
son it remains pending is noted. A se-
lection of reasons is listed in MRS.

(B) Every week the District Director
will generate a report, using the
FOCUS Ad-Hoc Reporting System,
based on the weekly upload of informa-
tion from each county office MRS data
base. The District Director will note
each complete application pending
more than 45 calendar days, and imme-
diately take steps to ensure that final
disposition on the application is taken
no later than 60 calendar days after re-
ceipt of the complete application.

(C) The Administrator will utilize
MRS data and any other information
available to comply with any statutory
reporting requirements concerning the
status of applications.

(2) Single Family Housing (SFH) loans.
Written notice of eligibility or ineligi-
bility will be sent to each applicant not
later than 30 days after receipt of a
complete application. If a determina-
tion of eligibility cannot be made with-
in 30 days from the date of receipt of
the complete application, the applicant
will be notified in writing of the cir-
cumstances causing the delay and the
approximate time needed to make a de-
cision.

(3) Labor Housing (LH) preapplications.
Preapplications must be determined el-
igible and feasible and the applicant
notified in writing in accordance with
applicable program regulations not
later than 45 days after receipt of a
complete preapplication. This eligi-
bility determination will be made re-
gardless of funding levels.

(4) LH applications. If a determination
of eligibility cannot be made within 30
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days from the date of receipt of a com-
plete application, the applicant will be
notified in writing of the cir-
cumstances causing the delay and the
approximate time needed to make a de-
cision.

(5) Adverse decisions. If an applicant is
given an adverse decision, the appli-
cant will be given appeal rights as pro-
vided in subpart B of part 1900 or 7 CFR
part 780, as appropriate. The letter will
contain the ECOA statement set forth
in §1910.6(b)(1) of this subpart.

(k) [Reserved]

(1) Active applications. An applicant
may voluntarily withdraw an applica-
tion at any time. Except for incom-
plete Farm Credit Programs applica-
tions, when an applicant has been de-
termined eligible, but further proc-
essing is delayed due to an apparent
lack of interest, the applicant will be
advised by letter that the application
will be considered withdrawn unless
the County Office receives a written re-
quest within 30 days that further con-
sideration is desired. The letter to the
borrower will contain the ECOA state-
ment set forth in §1910.6(b)(1) of this
subpart.

(1) Applications for RH, RHS, and LH
loans (posted on Form FmHA 19054,
‘““Application and Processing Card—In-
dividual,” or inputted in the Applica-
tion Processing Module of MRS) re-
ceived during any fiscal year will re-
main active during the remainder of
that fiscal year in which they were re-
ceived, plus the subsequent fiscal year,
unless withdrawn or disapproved, or
unless the loan is closed.

(2) Applications received for FO, SW,
OL, EM, and persons applying for RH
loans on farms or nonfarm tracts who
derive a major portion of their income
from farming (inputted in the Applica-
tion Processing Module of MRS), will
remain active for 12 months from the
date a complete application is received,
unless withdrawn or disapproved, or
unless the loan is closed.

(3) See paragraph (d) of this section
for procedures for incomplete Farm
Credit Programs applications.

(4) All applications which are with-
drawn or rejected will be handled in ac-
cordance with §2033.7 of the Agency In-
struction 2033-A. If notice has been re-
ceived by the Agency that an adverse
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action is under investigation or in liti-
gation, that application and all related
material will be retained until final
disposition of the matter.

(5) When an application has been ap-
proved and funds are not available, and
the steps outlined in §1910.6(g) of this
subpart have been taken, the following
provisions apply:

(i) The County Supervisor will, dur-
ing the 11th month following loan ap-
proval, notify the applicant that the
application will expire 12 months from
the date of loan approval.

(ii) If the applicant wants the appli-
cation to remain active, the applicant
must provide the County Office with a
written request within 30 days, re-
questing that the application remain
active.

(iii) The applications retained at the
applicant’s request will be extended for
only one additional 12-month period.

(iv) If the applicant fails to respond
to the County Supervisor’s written re-
quest, the application will be with-
drawn.

[63 FR 35671, Sept. 14, 1988, as amended at 55
FR 21525, May 25, 1990; 556 FR 29560, July 20,
1990; 55 FR 46188, Nov. 2, 1990; 56 FR 66959,
Dec. 27, 1991; 57 FR 19523, May 7, 1992; 58 FR
226, Jan. 5, 1993; 58 FR 44746, Aug. 25, 1993; 58
FR 48283, Sept. 15, 1993; 58 FR 68719, Dec. 29,
1993; 58 FR 69195, Dec. 30, 1993; 60 FR 55122,
Oct. 27, 1995; 61 FR 35920, July 9, 1996; 62 FR
93563, Mar. 3, 1997; 66 FR 1572, Jan. 9, 2001]

§1910.5 Evaluating applications.

The following criteria will be consid-
ered in addition to the eligibility cri-
teria in applicable program regula-
tions.

(a) Age of applicant. When evaluating
the application, the age of the appli-
cant will not be used as a consideration
of eligibility (provided the applicant
has reached the legal age of majority
in the State, or has had the minority
removed by court action) except when
a specific age is being used to the ad-
vantage of the applicant (e.g. assist-
ance under the 504 grant program).

(b) Credit history. Credit history will
be a consideration to the extent that it
is used in evaluating all applicants for
similar types and amounts of credit.
For instance, credit requirements for a
female applicant will not differ from
those for a male applicant.
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(c) When the applicant, including any
members of an entity applicant, caused
the Agency a loss by receiving debt for-
giveness, they are ineligible for assist-
ance in accordance with applicable pro-
gram eligibility regulations. If the debt
forgiveness is cured by repayment of
the Agency’s loss, the Agency may still
consider the debt forgiveness in deter-
mining the applicant’s creditworthi-
ness. The following circumstances do
not automatically indicate an unac-
ceptable credit history:

(1) Foreclosures, judgments, delin-
quent payments of the applicant which
occurred more than 36 months before
the application, if no recent similar
situations have occurred, or Agency de-
linquencies that have been resolved
through loan service programs as de-
fined in §1951.906 of part 1951 of subpart
S of this chapter.

(2) Isolated incidents of delinquent
payments which do not represent a
general pattern of unsatisfactory or
slow payment.

(3) ‘““No history” of credit trans-
actions by the applicant.

(4) Recent foreclosure, judgment or
delinquent payment when the appli-
cant can satisfactorily demonstrate
that:

(i) The circumstances causing any of
the above were of a temporary nature
and were beyond the applicant’s con-
trol. Example: loss of job; delay or re-
duction in government benefits, or
other loss of income; increased living
expenses due to illness, death, etc.

(ii) The adverse action or delin-
quency was the result of a refusal to
make full payment because of defective
goods or services or as a result of some
other justifiable dispute relating to the
goods or services purchased or con-
tracted for.

(5) Non-payment of a debt due to cir-
cumstances beyond the applicant’s or
borrower’s control. However, non-pay-
ment of a debt due to circumstances
within an applicant’s or borrower’s
control may be used as an indication of
unacceptable credit history, in accord-
ance with paragraph (c)(1) of this sec-
tion. The mere fact that an applicant
or borrower filed bankruptcy will not
be used as an indication of unaccept-
able credit history. The circumstances
causing the nonpayment of debt, i.e.,
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whether nonpayment was beyond the
applicant’s or borrower’s control, how-
ever, are proper considerations.

(d) Current/Past FmHA or its successor
agency under Public Law 103-354 Loan
History. Current or previous delinquent
FmHA or its successor agency under
Public Law 103-354 loans, as deter-
mined by reviewing the Current/Past
Debt Inquiry System or the Borrower
Cross-Reference Inquiry System, will
be used to help determine the credit
history of an applicant.

(e) Delinquency on a Federal debt. The
Department of Housing and Urban De-
velopment Credit Alert Interactive
Voice Response System (CAIVRS) will
be used to help determine if an appli-
cant is deliquent on any Federal debt.

[63 FR 35671, Sept. 14, 1988, as amended at 55
FR 21525, May 25, 1990; 55 FR 46188, Nov. 2,
1990; 56 FR 10147, Mar. 11, 1991; 60 FR 55122,
Oct. 27, 1995; 61 FR 1109, Jan. 16, 1996; 61 FR
2899, Jan. 30, 1996; 61 FR 35921, July 9, 1996; 62
FR 28618, May 27, 1997]

§§1910.6-1910.9 [Reserved]

§1910.10 Preference.

(a) Veterans. (1) Veteran’s preference
is given to any person applying for an
RH, FO, SW, or OL loan who has been
honorably discharged, including clem-
ency discharges, or released from the
active forces of the U.S. Army, Navy,
Air Force, Marine Corps, or Coast
Guard, and who served during a period
of war, as defined in 38 U.S.C. 101(12).

(2) Veteran’s preference will apply
when:

(i) There is a shortage of funds.

(ii) Obligating forms are ready to be
submitted to the Finance Office, and

(iii) There is more than one applica-
tion having the same date.

(3) For Rural Housing applicants,
veteran’s preference will be extended
to the spouses and children of deceased
servicemen who died in service during
one of the periods listed in paragraph
(a)(1) of this section.

(b) Farm Credit Programs (FCP) loans.
In addition to the veteran’s preference,
the preference set out in §1943.10 of
subpart A of part 1943 of this chapter
applies.

[63 FR 35671, Sept. 14, 1988, as amended at 61
FR 35922, July 9, 1996; 62 FR 9353, Mar. 3, 1997]
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§1910.11 Special requirements.

(a) Servicemen’s Readjustment Act of
1944. Section 512(a)(D) of the Service-
men’s Readjustment Act of 1944, as
amended, provides that an applicant
for a direct housing loan from the De-
partment of Veterans Affairs (VA)
must be ‘“‘unable to obtain a loan for
such purposes from the Secretary of
Agriculture under the Consolidated
Farm and Rural Development Act, as
amended, or the Housing Act of 1949, as
amended.” Department of Veterans Af-
fairs Loan Guaranty Officers may,
therefore, require VA loan applicants
to apply to the agency for loan assist-
ance.

(b) Veterans determined ineligible by
the Agency. If the veteran is unable to
obtain a loan, the County Supervisor
will, upon request, furnish the appli-
cant with a rejection letter to be pre-
sented to the Loan Guaranty Officer.
The Loan Guaranty Officer may con-
sult with the County Supervisor re-
garding the investigation made by the
Agency of the veteran’s application
and the specific reasons for rejection.

[61 FR 35922, July 9, 1996]
§§1910.12-1910.49 [Reserved]

§1910.50 OMB control number.

The reporting and recordkeeping re-
quirements contained in this regula-
tion have been approved by the Office
of Management and Budget and have
been assigned OMB control number
05756-0134. Public reporting burden for
this collection of information is esti-
mated to vary from 20 minutes to 2
hours per response including time for

reviewing instructions, searching ex-
isting 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 collection of this 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 # 0575-0134),
Washington, DC 20508.

[67 FR 19523, May 7, 1992]
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EXHIBIT A TO SUBPART A [RESERVED]

EXHIBIT B TO SUBPART A—LETTER TO
NOTIFY SOCIALLY DISADVANTAGED
APPLICANTS/BORROWERS REGARDING
THE AVAILABILITY OF DIRECT FARM
OWNERSHIP (FFO) LLOANS AND THE AC-
QUISITION/LEASING OF FMHA OR ITS
SUCCESSOR AGENCY UNDER PUBLIC
LAW 103-354 ACQUIRED FARMLAND

United States Department of Agriculture

Farmers Home Administration or its
successor agency under Public Law 103-354

(Insert address)

Date

Dear :

The Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103-354 has authority under the Consoli-
dated Farm and Rural Development Act to
target direct farm ownership (FO) loan funds
to applicants/borrowers of socially disadvan-
taged groups. This program provides credit
to applicants/borrowers of socially disadvan-
taged groups, at regular or reduced interest
rates, to purchase or enlarge farms. In addi-
tion, the program provides that FmHA or its
successor agency under Public Law 103-354
acquired farmland be made available for sale
or lease to applicants/borrowers of socially
disadvantaged groups. Socially disadvan-
taged borrowers with existing direct FO
loans may have their accounts deferred and/
or reamortized at a reduced interest rate.

If you would like additional information
regarding the availability of direct FO loans
to, and/or the renting or buying of FmHA or
its successor agency under Public Law 103-
354 acquired farmland by, members of so-
cially disadvantaged groups, you should con-
tact my office.

Sincerely,

County Supervisor.

[67 FR 19523, May 7, 1992]

EXHIBIT C TO SUBPART A—LETTER TO
NOTIFY APPLICANT(S)/BORROWER(S)
OF THEIR RESPONSIBILITIES IN CON-
NECTION WITH FMHA OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW
103-354 FARMER PROGRAM LOANS

NoTE: Exhibit C, referenced in this subpart,
is available in any FmHA or its successor
agency under Public Law 103-354 office.

Subpart B—Credit Reports
(Individual)

SOURCE: 49 FR 40790, Oct. 18, 1984, unless
otherwise noted.
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§1910.51 Purpose.

This subpart prescribes the policies
and procedures of the Farmers Home
Administration (FmHA) or its suc-
cessor agency under Public Law 103-354
for individual and joint type credit re-
ports. Credit reports will be ordered to
determine the eligibility of applicants
requesting Farmers Home Administra-
tion (FmHA) or its successor agency
under Public Law 103-354 loans. A non-
refundable fee will be charged the ap-
plicant.

[65 FR 46188, Nov. 2, 1990]
§1910.52 [Reserved]

§1910.53 Policy.

The County Supervisor will be re-
sponsible for ordering individual credit
reports. These will be obtained on ini-
tial and rescheduled Farmer Program
loans and on all initial Single Family
Housing applications, except for those
situations outlined in paragraph (c) of
this section, to help determine the eli-
gibility of the loan applicant, and when
it appears the credit report will not
have to be updated before loan closing.

[55 FR 46188, Nov. 2, 1990]

§§1910.54-1910.100 [Reserved]

Subpart C—Commercial Credit
Reports

SOURCE: 52 FR 6498, Mar. 4, 1987, unless oth-
erwise noted.

§1910.101 Preface.

FmHA or its successor agency under
Public Law 103-354 Instruction 1910-C
(available in any Farmers Home Ad-
ministration (FmHA) or its successor
agency under Public Law 103-354 office)
describes the procedure to be used by
FMHA in obtaining commercial credit
reports. A nonrefundable fee, set forth
in §1910.106(d) of this Instruction will
be collected from the applicant, gen-
eral contractor or dealer contractor
who is the subject of the report.

§§1910.102-1910.150 [Reserved]

PART 1922 [RESERVED]
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PART 1924—CONSTRUCTION AND
REPAIR

Subpart A—Planning and Performing
Construction and Other Development

Sec.

1924.1
1924.2
1924.3
1924.4
1924.5
1924.6

Purpose.

[Reserved]

Authorities and responsibilities.

Definitions.

Planning development work.

Performing development work.

1924.7 [Reserved]

1924.8 Development work for
panelized housing units.

1924.9 Inspection of development work.

1924.10 Making changes in the planned de-
velopment.

1924.11 District Director’s review of incom-
plete development.

1924.12 Warranty of development work.

1924.13 Supplemental requirements for more
complex construction.

1924.14-1924.48 [Reserved]

1924.49 State supplements.

1924.50 OMB control number.

EXHIBIT A TO SUBPART A—ESTIMATED BREAK-
DOWN OF DWELLING COSTS FOR ESTI-
MATING PARTIAL PAYMENTS

EXHIBIT B TO SUBPART A—REQUIREMENTS FOR
MODULAR/PANELIZED HOUSING UNITS

EXHIBIT C TO SUBPART A—GUIDE FOR DRAW-
INGS AND SPECIFICATIONS

EXHIBIT D TO SUBPART A—THERMAL PER-
FORMANCE CONSTRUCTION STANDARDS

EXHIBIT E TO SUBPART A—VOLUNTARY NA-
TIONAL MODEL BUILDING CODES

EXHIBIT F TO SUBPART A—PAYMENT BOND

EXHIBIT G TO SUBPART A—PERFORMANCE
BoOND

EXHIBIT H TO SUBPART A—PROHIBITION OF
LEAD-BASED PAINTS

EXHIBIT I TO SUBPART A—GUIDELINES FOR
SEASONAL FARM LABOR HOUSING

EXHIBIT J TO SUBPART A—MANUFACTURED
HOME SITES, RENTAL PROJECTS AND SUB-
DIVISIONS: DEVELOPMENT, INSTALLATION
AND SET-UP

EXHIBIT K TO SUBPART A—CLASSIFICATIONS
FOR MULTI-FAMILY RESIDENTIAL REHA-
BILITATION WORK

EXHIBIT L TO SUBPART A—INSURED 10-YEAR
HOME WARRANTY PLAN REQUIREMENTS

modular/

Subpart B—Management Advice to
Individual Borrowers and Applicants

1924.51 General.

1924.52-1924.53 [Reserved]

1924.54 Definitions.

1924.55 Assessment of the agricultural oper-
ation.

1924.56 Farm business planning.

1924.57 [Reserved]

1924.58 Recordkeeping.

Pt. 1924

1924.59 Supervision.

1924.60 Nonfarm enterprises.

1924.61-1924.73 [Reserved]

1924.74 Borrower Training program.

1924.75-1924.99 [Reserved]

1924.100 OMB control number.

EXHIBIT A TO SUBPART B—LETTER TO BOR-
ROWER REGARDING RELEASES OF FARM IN-
COME TO PAY FAMILY LIVING AND FARM
OPERATING EXPENSES

Subpart C—Planning and Performing Site
Development Work

1924.101
1924.102
1924.103
1924.104
1924.105
1924.106

Purpose.

General policy.

Scope.

Definitions.

Planning/performing development.

Location.

1924.107 TUtilities.

1924.108 Grading and drainage.

1924.109-1924.114 [Reserved]

1924.115 Single Family Housing site evalua-
tion.

1924.116-1924.118 [Reserved]

1924.119 Site Loans.

1924.120-1924.121 [Reserved]

1924.122 Exception authority.

1924.123-1924.149 [Reserved]

1924.150 OMB Control Number.

EXHIBIT A TO SUBPART C [RESERVED]

EXHIBIT B TO SUBPART C—SITE DEVELOPMENT
DESIGN REQUIREMENTS

EXHIBIT C TO SUBPART C—CHECKLIST OF VIS-
UAL EXHIBITS AND DOCUMENTATION FOR
RRH, RCH, AND LH PROPOSALS

Subparts D-E [Reserved]

Subpart F—Complaints and Compensation
for Construction Defects

1924.251 Purpose.

1924.252 Policy.

1924.253 Definitions.

1924.254-1924.257 [Reserved]

1924.258 Notification of borrowers.

1924.2569 Handling dwelling construction
complaints.

1924.260 Handling manufactured housing
(unit) construction complaints.

1924.261 Handling complaints involving
dwellings covered by an independent or
insured home warranty plan.

1924.262 Handling complaints involving
dwellings constructed by the self-help
method.

1924.263-1924.264 [Reserved]

1924.2656 Eligibility for compensation for
construction defects.

1924.266 Purposes for which claims may be
approved.

1924.267-1924.270 [Reserved]

1924.271 Processing applications.

1924.272 [Reserved]

1924.273 Approval or disapproval.
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1924.274 Final inspection.

1924.275 [Reserved]

1924.276 Action against contractor.
1924.277-1924.299 [Reserved]
1924.300 OMB control number.

AUTHORITY: 5 U.S.C. 301; 7 U.S.C 1989; 42
U.S.C 1480.

Subpart A—Planning and Per-
forming Construction and
Other Development

SOURCE: 52 FR 8002, Mar. 13, 1987, unless
otherwise noted.

§1924.1 Purpose.

This subpart prescribes the basic
Farmers Home Administration (FmHA)
or its successor agency under Public
Law 103-354 policies, methods, and re-
sponsibilities in the planning and per-
forming of construction and other de-
velopment work for insured Rural
Housing (RH), insured Farm Ownership
(FO), Soil and Water (SW), Softwood
Timber (ST), single unit Labor Housing
(LH), and Emergency (EM) loans for in-
dividuals. It also provides supple-
mental requirements for Rural Rental
Housing (RRH) loans, Rural Coopera-
tive Housing (RCH) loans, multi-unit
(LH) loans and grants, and Rural Hous-
ing Site (RHS) loans.

[63 FR 35679, Sept. 14, 1988]
§1924.2 [Reserved]

§1924.3 Authorities and responsibil-
ities.

The County Supervisor and District
Director are authorized to redelegate,
in writing, any authority delegated to
them in this subpart to the Assistant
County Supervisor and Assistant Dis-
trict Director, respectively, when de-
termined to be qualified. FmHA or its
successor agency under Public Law 103-
354 Construction Inspectors, District
Loan Assistants, and County Office As-
sistants are authorized to perform du-
ties under this subpart as authorized in
their job descriptions.

§1924.4 Definitions.

(a) Construction. Such work as erect-
ing, repairing, remodeling, relocating,
adding to or salvaging any building or
structure, and the installation or re-
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pair of, or addition to, heating and
electrical systems, water systems, sew-
age disposal systems, walks, steps,
driveways, and landscaping.

(b) Contract documents. The borrower-
contractor agreement, the conditions
of the contract (general, supple-
mentary, and other), the drawings,
specifications, warranty information,
all addenda issued before executing the
contract, all approved modifications
thereto, and any other items stipulated
as being included in the contract docu-
ments.

(c) Contractor. The individual or orga-
nization with whom the borrower en-
ters into a contract for construction or
land development, or both.

(d) County Supervisor and District Di-
rector. In Alaska, for the purpose of
this subpart, ‘“‘County Supervisor’” and
“District Director” also mean ‘‘Assist-
ant Area Loan Specialist’”” and ‘‘Area
Loan Specialist,” respectively. The
terms also include other qualified staff
who may be delegated responsibilities
under this subpart in accordance with
the provisions of subpart F of part 2006
(available in any FmHA or its suc-
cessor agency under Public Law 103-354
office).

(e) Date of commencement of work. The
date established in a ‘‘Notice to Pro-
ceed” or, in the absence of such notice,
the date of the contract or other date
as may be established in it or by the
parties to it.

(f) Date of substantial completion. The
date certified by the Project Architect/
Engineer or County Supervisor when it
is possible, in accordance with any con-
tract documents and applicable State
or local codes and ordinances, and the
FmHA or its successor agency under
Public Law 103-354 approved drawings
and specifications, to permit safe and
convenient occupancy and/or use of the
buildings or other development.

(g) Development. Construction and
land development.

(h) Development standards. Any of the
following codes and standards:

(1) A standard adopted by FmHA or
its successor agency under Public Law
103-354 for each state in accordance
with §1924.5(d)(1)(i)(E) of this subpart.
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(2) Voluntary national model building
codes (model codes). Comprehensive doc-
uments created, referenced or pub-
lished by nationally recognized asso-
ciations of building officials that regu-
late the construction, alteration and
repair of building, plumbing, mechan-
ical and electrical systems. These
codes are listed in exhibit E of this sub-
part.

(3) Minimum  Property Standards
(MPS). The Department of Housing and
Urban Development (HUD) Minimum
Property Standards for Housing, Hand-
book 4910.1, 1984 Edition with Changes.
(For One and Two Family Dwellings
and Multi-Family Housing).

(1) Identity of interest. Identity of in-
terest will be construed as existing be-
tween the applicant (the party of the
first part) and general contractors, ar-
chitects, engineers, attorneys, sub-
contractors, material suppliers, or
equipment lessors (parties of the sec-
ond part) under any of the following
conditions:

(1) When there is any financial inter-
est of the party of the first part in the
party of the second part. The providing
of normal professional services by ar-
chitects, engineers, attorneys or ac-
countants with a client-professional re-
lationship shall not constitute an iden-
tity of interest.

(2) When one or more of the officers,
directors, stockholders or partners of
the party of the first part is also an of-
ficer, director, stockholder, or partner
of the party of the second part.

(3) When any officer, director, stock-
holder or partner of the party of the
first part has any financial interest
whatsoever in the party of the second
part.

(4) Between the spouse, significant
other, relatives, and step-relatives of
the principal owners of the party of the
first part and its management, such as
Grandmother, Aunt, Daughter, Grand-
daughter, Grandfather, Uncle, Son,
Grandson, Mother, Sister, Niece, Cous-
in, Father, Brother, Nephew;

(5) When the party of the second part
advances any funds to the party of the
first part.

(6) When the party of the second part
provides and pays on behalf of the
party of the first part the cost of any
legal services, architectural services or
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engineering services other than those
of a surveyor, general superintendent,
or engineer employed by a general con-
tractor in connection with obligations
under the construction contract.

(7) When the party of the second part
takes stock or any interest in the
party of the first part as part of the
consideration to be paid them.

(8) When there exist or come into
being any side deals, agreements, con-
tracts or undertakings entered into
thereby altering, amending, or cancel-
ling any of the required closing docu-
ments except as approved by FmHA or
its successor agency under Public Law
103-354.

(9) An identity of interest will also
exist when another party can signifi-
cantly influence the management or
operating policies of the transacting
parties or if it has an ownership inter-
est in one of the transacting parties
and can significantly influence the
other to an extent that one or more of
the transacting parties might be pre-
vented from fully pursuing its own sep-
arate interests.

(j) Land development. Includes items
such as terracing, clearing, leveling,
fencing, drainage and irrigation sys-
tems, ponds, forestation, permanent
pastures, perennial hay crops, basic
soil amendments, pollution abatement
and control measures, and other items
of land improvement which conserve or
permanently enhance productivity.
Also, land development for structures
includes the applicable items above,
and items such as rough and finish
grading, retaining walls, water supply
and waste disposal facilities, streets,

curbs and gutters, sidewalks,
entrancewalks, driveways, parking
areas, landscaping and other related
structures.

(k) Manufactured housing. Housing,
constructed of one or more factory-
built sections, which includes the
plumbing, heating and electrical sys-
tems contained therein, which is built
to comply with the Federal Manufac-
tured Home Construction and Safety
Standards (FMHCSS), and which is de-
signed to be used with or without a
permanent foundation. Specific re-
quirements for manufactured homes
sites, rental projects and subdivisions
are in exhibit J of this subpart.
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(1) Mechanic’s and materialmen’s liens.
A lien on real property in favor of per-
sons supplying labor and/or materials
for the construction for the value of
labor and/or materials supplied by
them. In some jurisdictions, a mechan-
ic’s lien also exists for the value of pro-
fessional services.

(m) Modular/panelized housing. Hous-
ing, constructed of one or more fac-
tory-built sections, which, when com-
pleted, meets or exceeds the require-
ments of one or more of the recognized
development standards for site-built
housing, and which is designed to be
permanently connected to a site-built
foundation.

(n) Project representative. The archi-
tect’s or owner’s representative at the
construction site who assists in the ad-
ministration of the construction con-
tract. When required by FmHA or its
successor agency under Public Law 103—
354, a full-time project representative
shall be employed.

(0) Technical services. Applicants are
responsible for obtaining the services
necessary to plan projects including
analysis of project design require-
ments, creation and development of the
project design, preparation of draw-
ings, specifications and bidding re-
quirements, and general administra-
tion of the construction contract.

(1) Architectural services. The serv-
ices of a professionally qualified person
or organization, duly licensed and
qualified in accordance with state law
to perform architectural services.

(2) Engineering services. The services
of a professionally qualified person or
organization, duly licensed and quali-
fied in accordance with State law to
perform engineering services.

(p) Warranty. A legally enforceable
assurance provided by the builder (war-
rantor) to the owner and the FmHA or
its successor agency under Public Law
103-354 indicating that the work done
and materials supplied conform to
those specified in the contract docu-
ments and applicable regulations. For
the period of the warranty, the war-
rantor agrees to repair defective work-
manship and repair or replace any de-
fective materials at the expense of the
warrantor.

[62 FR 8002, Mar. 13, 1987, as amended at 59
FR 6882, Feb. 14, 1994]
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§1924.5 Planning development work.

(a) Extent of development. For an FO
loan, the plans for development will in-
clude the items necessary to put the
farm in a livable and operable condi-
tion consistent with the planned farm
and home operations. For other types
of loans, the plans will include those
items essential to achieve the objec-
tives of the loan or grant as specified
in the applicable regulation.

(b) Funds for development work. The
total cash cost of all planned develop-
ment will be shown on Form FmHA or
its successor agency under Public Law
103-354 1924-1, ‘‘Development Plan,” ex-
cept Form FmHA or its successor agen-
cy under Public Law 103-354 1924-1 may
be omitted when: (1) All development is
to be done by the contract method, (2)
adequate cost estimates are included in
the docket, and (3) the work, including
all landscaping, repairs, and site devel-
opment work, is completely described
on the drawings, in the specifications,
or in the contract documents. Suffi-
cient funds to pay for the total cash
cost of all planned development must
be provided at or before loan closing.
Funds to be provided may include loan
proceeds, any cash to be furnished by
the borrower, proceeds from cost shar-
ing programs such as Agricultural Sta-
bilization and Conservation Service
(ASCS) and Great Plains programs or
proceeds from the sale of property in
accordance with paragraph (g) of this
section.

(c) Scheduling of development work. (1)
All construction work included in the
development plan for RH loans will be
scheduled for completion as quickly as
practicable and no later than 9 months
from the date of loan closing, except
for mutual self-help housing where
work may be scheduled for completion
within a period of 15 months.

(2) Development for farm program
loans will be scheduled for completion
as quickly as practicable and no later
than 15 months from the date of loan
closing unless more time is needed to
establish land developnent practices in
the area.

(d) Construction. (1) All new buildings
to be constructed and all alterations
and repairs to buildings will be planned
to conform with good construction
practices. The FmHA or its successor
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agency under Public Law 103-354 Man-
ual of Acceptable Practices (MAP) Vol.
4930.1 (available in any FmHA or its
successor agency under Public Law 103—
354 office), provides suggestions and il-
lustrative clarifications of design and
construction methods which are gen-
erally satisfactory in most areas. All
improvements to the property will con-
form to applicable laws, ordinances,
codes, and regulations related to the
safety and sanitation of buildings;
standards referenced in Appendices C
through F of HUD Handbook 4910.1,
Minimum Property Standards for
Housing; Thermal Performance Con-
struction Standards contained in ex-
hibit D of this subpart and, when re-
quired, to certain other development
standards described below.

(i) The development standard appli-
cable to a proposal will be selected by
the loan applicant or recipient of an
RH Conditional Commitment in ac-
cordance with the following. The
standard selected must:

(A) Relate to the type(s) of building
proposed.

(B) Meet or exceed any applicable
local or state laws, ordinances, codes
and regulations.

(C) Include all referenced codes and
standards.

(D) Exclude inapplicable administra-
tive requirements.

(E) Be the current edition(s) of either
paragraph (A)Q)GE)(E)I) or (2) of this
section:

(I) The development standard, con-
sisting of building, plumbing, mechan-
ical and electrical codes, adopted by
FmHA or its successor agency under
Public Law 103-354 for use in the state
(identified in a State Supplement to
this section) in which the development
is proposed, in accordance with the fol-
lowing:

(1) The adopted development standard
shall include any building, plumbing,
mechanical or electrical code adopted
by the State, if determined by the
State Director to be based on one of
the model codes listed in exhibit E to
this subpart, or, if not available,

(i1) The adopted development stand-
ard shall include any building, plumb-
ing, mechanical or electrical code
adopted by the state, if determined by
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the Administrator to be acceptable, or,
if not available,

(7i1) The adopted development stand-
ard shall include the model building,
plumbing, mechanical or electrical
code listed in exhibit E to this subpart
that is determined by the State Direc-
tor to be most prevalent and appro-
priate for the state.

(2) Any of the model building, plumb-
ing, mechanical and electrical codes
listed in exhibit E to this subpart or
the standards defined in §1924.4(h)(3) of
this subpart.

(ii) Guide 2, “FmHA or its successor
agency under Public Law 103-354 De-
sign Guide,” of this subpart (available
in any FmHA or its successor agency
under Public Law 103-354 office), in-
cludes guidelines for the evaluation of
the design features which are not fully
addressed in the development stand-
ards.

(iii) In new housing, all design, mate-
rials and construction will meet or ex-
ceed the applicable development stand-
ard as provided in paragraph (d)(1)(i) of
this section.

(iv) For multi-family residential re-
habilitation, as defined in exhibit K of
this subpart, all substantial rehabilita-
tion work on existing buildings will
meet or exceed the applicable develop-
ment standard. All moderate rehabili-
tation work should comply with Guide
3, “Quality and Performance Criteria
for Moderate Rehabilitation,” of this
subpart (available in any FmHA or its
successor agency under Public Law 103—
354 office).

(v) The design and construction of
housing repairs made with FmHA or its
successor agency under Public Law 103—
354 loan or grant funds will, as near as
possible, comply with the applicable
development standard.

(vi) Farm LH design and construction
will comply with the following:

(A) Family projects, where the length
of occupancy will be:

(I) Year-round, will meet or exceed
the applicable development standard.

(2) Less than 12 months, but more
than 6 months, will be in substantial
conformance with the applicable devel-
opment standard and constructed to fa-
cilitate conversion to year-round occu-
pancy standards.
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(3) Six months or less, may be less
than the applicable development stand-
ard but should be constructed in ac-
cordance with exhibit I of this subpart.

(B) Dormitory and other nonfamily
type projects, where the length of occu-
pancy will be:

(I) More than 6 months, will be in
substantial conformance with the ap-
plicable development standard and will
at least meet or exceed the require-
ments of the Department of Labor, Bu-
reau of Employment Security (29 CFR
1910.140).

(2) Six months or less, will comply
with §1924.5(d)(1)(vi)(A)(3).

(vii) Farm service buildings should be
designed and constructed for adapta-
tion to the local area. In designing and
locating farm service buildings, consid-
eration will be given to practices rec-
ommended by agriculture colleges, the
Extension Service (ES), Soil Conserva-
tion Service (SCS) and other reliable
sources.

(2) Drawings, specifications, and esti-
mates will fully describe the work.
Technical data, tests, or engineering
evaluations may be required to support
the design of the development. The
“Guide for Drawings and Specifica-
tions,” exhibit C of this subpart, de-
scribes the drawings and specifications
that are to be included in the applica-
tion for building construction, and sub-
part C of part 1924 of this chapter de-
scribes the drawings that should be in-
cluded for development of building
sites. The specific development stand-
ard being used, if required under para-
graph (d)(1) of this section will be iden-
tified on all drawings and specifica-
tions.

(3) Materials acceptance shall be the
same as described in paragraph X of ex-
hibit B to this subpart.

(4) Except as provided in paragraphs
(d)(4)(i) through (iii) of this section,
new building construction and addi-
tions shall be designed and constructed
in accordance with the earthquake
(seismic) requirements of the applica-
ble Agency’s development standard
(building code). The analysis and de-
sign of structural systems and compo-
nents shall be in accordance with appli-
cable requirements of an acceptable
model building code.
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(i) Agricultural buildings that are
not intended for human habitation are
exempt from these earthquake (seis-
mic) requirements.

(ii) Single family conventional light
wood frame dwellings of two stories or
35 feet in height maximum shall be de-
signed and constructed in accordance
with the 1992 Council of American
Building Officials (CABO) One and Two
Family Dwelling Code or the latest edi-
tion.

(iii) Single family housing of ma-
sonry design and townhouses of wood
frame construction and additions fi-
nanced (either directly or through a
guarantee) under title V of the Housing
Act of 1949 are recommended to be de-
signed and constructed in accordance
with the earthquake (seismic) require-
ments of one of the building codes that
provides an equivalent level of safety
to that contained in the latest edition
of the National Earthquake Hazard Re-
duction Program’s (NEHRP) Rec-
ommended Provisions for the Develop-
ment of Seismic Regulations for New
Building (NEHRP Provisions).

(iv) Acknowledgment of compliance
with the applicable seismic safety re-
quirements for new construction will
be contained in the certification of
final plans and specification on the ap-
propriate Agency Form.

(e) Land development. (1) In planning
land development, consideration will
be given to practices, including energy
conservation measures, recommended
by agricultural colleges, ES, SCS or
other reliable sources. All land and
water development will conform to ap-
plicable laws, ordinances, zoning and
other applicable regulations including
those related to soil and water con-
servation and pollution abatement.
The County Supervisor or District Di-
rector also will encourage the appli-
cant to use any cost-sharing and plan-
ning assistance that may be available
through agricultural conservation pro-
grams.

(2) Site and subdivision planning and
development must meet the require-
ments of subpart C of part 1924 of this
chapter.

(3) Plans and descriptive material
will fully describe the work.
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(4) The site planning design, develop-
ment, installation and set-up of manu-
factured home sites, rental projects
and subdivisions shall meet the re-
quirements of exhibit J of this subpart
and subpart C of part 1924 of this chap-
ter.

(i) Plans for land leveling, irrigation,
or drainage should include a map of the
area to be improved showing the exist-
ing conditions with respect to soil, to-
pography, elevations, depth of topsoil,
kind of subsoil, and natural drainage,
together with the proposed land devel-
opment.

(ii) When land development consists
of, or includes, the conservation and
use of water for irrigation or domestic
purposes, the information submitted to
the County Supervisor will include a
statement as to the source of the water
supply, right to the use of the water,
and the adequacy and quality of the
supply.

(f) Responsibilities for planning devel-
opment. Planning construction and land
development and obtaining technical
services in connection with drawings,
specifications and cost estimates are
the sole responsibility of the applicant,
with such assistance from the County
Supervisor or District Director (which-
ever is the appropriate loan processing
and servicing officer for the type of
loan involved), as may be necessary to
be sure that the development is prop-
erly planned in order to protect FmHA
or its successor agency under Public
Law 103-354’s security.

(1) Responsibility of the applicant. (1)
The applicant will arrange for obtain-
ing any required technical services
from qualified technicians,
tradespeople, and recognized plan serv-
ices, and the applicant will furnish the
FmHA or its successor agency under
Public Law 103-354 sufficient informa-
tion to describe fully the planned de-
velopment and the manner in which it
will be accomplished.

(ii) When items of construction or
land development require drawings and
specifications, they will be sufficiently
complete to avoid any misunder-
standing as to extent, kind, and qual-
ity of work to be performed. The appli-
cant will provide FmHA or its suc-
cessor agency under Public Law 103-354
with one copy of the drawings and
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specifications. Approval will be indi-
cated by the applicant and acceptance
for the purposes of the loan indicated
by the County Supervisor or District
Director on all sheets of the drawings
and at the end of the specifications,
and both instruments will be a part of
the loan docket. After the loan is
closed, the borrower will retain a con-
formed copy of the approved drawings
and specifications, and provide another
conformed copy to the contractor.
Items not requiring drawings and spec-
ifications may be described in nar-
rative form.

(iii) FmHA or its successor agency
under Public Law 103-354 will accept
final drawings and specifications and
any modifications thereof only after
the documents have been certified in
writing as being in conformance with
the applicable development standard if
required under paragraph (d)(1) of this
section. Certification is required for all
Single Family Housing (SFH) thermal
designs (plans, specifications, and cal-
culations).

(A) Certifications may be accepted
from individuals or organizations who
are trained and experienced in the
compliance, interpretation or enforce-
ment of the applicable development
standards for drawings and specifica-
tions. Plan certifiers may be any of the
following:

(1) Licensed architects,

(2) Professional engineers,

(3) Plan reviewers certified by a na-
tional model code organization listed
in exhibit E to this subpart,

(4) Liocal building officials authorized
to review and approve building plans
and specifications, or

(5) National codes organizations list-
ed in exhibit E to this subpart.

(B) The license or authorization of
the individual must be current at the
time of the certification statement. A
building permit (except as noted in
paragraph (f)(1)(iii)(C)(2) of this sec-
tion) or professional’s stamp is not an
acceptable substitute for the certifi-
cation statement. However, a code
compliance review conducted by one of
the National recognized code organiza-
tions indicating no deficiencies or the
noted deficiencies have been corrected
is an acceptable substitute for the cer-
tification statement.
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(C) For Single Family Housing (one
to four family dwelling units) FmHA or
its successor agency under Public Law
103-354 may also accept drawings and
specifications that have been certified
by:

(I) Registered Professional Building
Designers certified by the American In-
stitute of Building Design.

(2) A local community, if that com-
munity has adopted, by reference, one
of the model building codes and has
trained official(s) who review(s) plans
as well as inspect(s) construction for
compliance as a requisite for issuing a
building permit. The building permit,
issued by the community, may serve as
evidence of acceptance. The State Di-
rector will determine eligible commu-
nities and publish, as a State supple-
ment to this section, a list of those
communities that qualify.

(3) A plan service that provides draw-
ings and specifications that are cer-
tified by individuals or organizations
as listed in paragraph (f)(1)(iii)(A) or
(£)(1)({ii)(C) (I) and (2) of this section as
meeting the appropriate state adopted
development standard.

(4) Builders/Contractors who provide
10-year warranty plans for the specific
FmHA or its successor agency under
Public Law 103-354 finance dwelling
unit that meet the requirements of ex-
hibit L of this subpart.

(5) Builders/Contractors that are ap-
proved by the United States Depart-
ment of Housing and Urban Develop-
ment (HUD) for self-certification.

(D) The modifications of certified
drawings or specifications must be cer-
tified by the same individual or organi-
zation that certified the original draw-
ings and specifications. If such indi-
vidual or organization is not available,
the entire set of modified drawings and
specifications must be recertified.

(BE) The certification of modifications
for single family housing (SFH) con-
struction may be waived if the builder
or original author of the drawings and
specifications provides a written state-
ment that the modifications are not
regulated by the applicable develop-
ment standard. The County Supervisor
may consult with the State Office Ar-
chitect/Engineer as to acceptance of
the statement and granting a waiver.
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(F) All certifications of final draw-
ings, specifications, and calculations
shall be on Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-25, ‘‘Plan Certification.”

(2) Responsibility of the County Super-
visor or District Director. In accordance
with program regulations for loans and
grants they are required to process, the
County Supervisor or District Director,
for the sole benefit of FmHA or its suc-
cessor agency under Public Law 103-
354, will:

(i) Visit each farm or site on which
the development is proposed. For an
FO loan, the County Supervisor and
the applicant will determine the items
of development necessary to put the
farm in a livable and operable condi-
tion at the outset. Prepare Form
FmHA or its successor agency under
Public Law 103-354 1924-1, when appli-
cable in accordance with the Forms
Manual Insert (FMI) for the form, after
a complete understanding has been
reached between the applicant and the
County Supervisor regarding the devel-
opment to be accomplished, including
the dates each item of development
will be started and completed.

(ii) Notify the loan or grant applicant
in writing immediately if, after review-
ing the preliminary proposal and in-
specting the site, the proposal is not
acceptable. If the proposal is accept-
able, an understanding will be reached
with the applicant concerning the
starting date for each item of develop-
ment.

(iii) Discuss with the applicant the
FmHA or its successor agency under
Public Law 103-354 requirements with
respect to good construction and land
development practices.

(iv) Advise the applicant regarding
drawings, specifications, cost esti-
mates, and other related material
which the applicant must submit to
the FmHA or its successor agency
under Public Law 103-354 for review be-
fore the loan can be developed. Advise
the applicant of the information nec-
essary in the drawings, how the cost es-
timates should be prepared, the num-
ber of sets of drawings, specifications,
and cost estimates required, and the
necessity for furnishing such informa-
tion promptly. Advise the applicant
that FmHA or its successor agency
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under Public Law 103-354 will provide
appropriate specification forms, Form
FmHA or its successor agency under
Public Law 103-354 1924-2, ‘‘Description
of Materials,” and Form FmHA or its
successor agency under Public Law 103-
354 1924-3, ‘‘Service Building Specifica-
tions.”” The applicant may, however,
use other properly prepared specifica-
tions.

(v) Advise the applicant regarding
publications, plans, planning aids, en-
gineering data, and other technical ad-
vice and assistance available through
local, state, and Federal agencies, and
private individuals and organizations.

(vi) Review the information furnished
by the applicant to determine the com-
pleteness of the plans, adequacy of the
cost estimates, suitability and sound-
ness of the proposed development.

(vii) When appropriate, offer sugges-
tions as to how drawings and specifica-
tions might be altered to improve the
facility and better serve the needs of
the applicant. The County Supervisor
or District Director may assist the ap-
plicant in making revisions to the
drawings. When appropriate, the con-
tract documents will be forwarded to
the State architect/engineer for review.
For revisions requiring technical deter-
minations that FmHA or its successor
agency under Public Law 103-354 is not
able to make, the applicant will be re-
quested to obtain additional technical
assistance.

(viii) Provide the applicant with a
written list of changes required in the
contract documents. The applicant will
submit two complete revised (as re-
quested) sets of contract documents,
for approval. On one set, the County
Supervisor or District Director will in-
dicate acceptance on each sheet of the
drawings, and on the cover of the speci-
fications and all other contract docu-
ments. At least the date and the ini-
tials of the approval official must be
shown. On projects where a consulting
architect or engineer has been re-
tained, this acceptance will be indi-
cated only after the State Director has
given written authorization. The
marked set of documents shall be
available at the job site at all times for
review by FmHA or its successor agen-
cy under Public Law 103-354. The sec-
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ond set will become part of the loan
docket.

(ix) Review the proposed method of
doing the work and determine whether
the work can be performed satisfac-
torily under the proposed method.

(x) Instruct the applicant not to
incur any debts prior to loan closing
for materials or labor or make any ex-
penditures for such purposes with the
expectation of being reimbursed from
loan funds.

(xi) Instruct the applicant not to
commence any construction nor cause
any supplies or materials to be deliv-
ered to the construction site prior to
loan closing.

(xii) Under certain conditions pre-
scribed in exhibit H of this subpart,
provide the applicant with a copy of
the leaflet, “Warning—Lead-Based
Paint Hazards,” which is attachment 1
of exhibit H (available in any FmHA or
its successor agency under Public Law
103-354 office), and the warning sheet,
“Caution Note on Lead-Based Paint
Hazard,” which is attachment 2 of ex-
hibit H (available in any FmHA or its
successor agency under Public Law 103—
354 office).

(g) Surplus structures and use or sale of
timber, sand, or stone. In planning the
development, the applicant and the
County Supervisor or District Director
should, when practicable, plan to use
salvage from old buildings, timber,
sand, gravel, or stone from the prop-
erty. The borrower may sell surplus
buildings, timber, sand, gravel, or
stone that is not to be used in per-
forming planned development and use
net proceeds to pay costs of performing
planned development work. In such a
case:

(1) An agreement will be recorded in
the narrative of Form FmHA or its
successor agency under Public Law 103—
354 1924-1 which as a minimum will:

(i) Identify the property to be sold,
the estimated net proceeds to be re-
ceived, and the approximate date by
which the property will be sold.

(ii) Provide that the borrower will de-
posit the net proceeds in the supervised
bank account and apply any funds re-
maining after the development is com-
plete as an extra payment on the loan,
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or in accordance with §1965.13(f) of sub-
part A of part 1965 of this chapter for
farm program loans.

(2) The agreement will be considered
by the Government as modifying the
mortgage contract to the extent of au-
thorizing and requiring the Govern-
ment to release the identified property
subject to the conditions stated in the
agreement without payment or other
consideration at the time of release,
regardless of whether or not the mort-
gage specifically refers to Form FmHA
or its successor agency under Public
Law 103-354 1924-1 or the agreement to
release.

(3) If the FmHA or its successor agen-
cy under Public Law 103-354 loan will
be secured by a junior lien, all prior
lienholders must give written consent
to the proposed sale and the use of the
net proceeds before the loan is ap-
proved.

(4) Releases requested by the bor-
rower or the buyer will be processed in
accordance with applicable release pro-
cedures in subpart A or subpart C of
part 1965 of this chapter, as appro-
priate.

(h) Review prior to performing develop-
ment work. For the sole benefit of
FmHA or its successor agency under
Public Law 103-354, prior to beginning
development work, the County Super-
visor or District Director will review
planned development with the bor-
rower. Adequacy of the drawings and
specifications as well as the estimates
will be checked to make sure the work
can be completed within the time lim-
its previously agreed upon and with
available funds. Items and quantities of
any materials the borrower has agreed
to furnish will be checked and dates by
which each item of development should
be started will be checked in order that
the work may be completed on sched-
ule. If any changes in the plans and
specifications are proposed, they
should be within the general scope of
the work as originally planned.
Changes must be approved and proc-
essed in accordance with §1924.10 of
this subpart. The appropriate proce-
dure for performing development
should be explained to the borrower.
Copies of FmHA or its successor agen-
cy under Public Law 103-354 forms that
will be used during the period of con-
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struction should be given to the bor-
rower. The borrower should be advised
as to the purpose of each form and at
what period during construction each
form will be used.

(1) Time of starting development work.
Development work will be started as
soon as feasible after the loan is closed.
Except in cases in which advance com-
mitments are made in accordance with
subpart A of part 1944 of this chapter or
according to §1924.13(e)(1)(vi)(A) or
§1924.13(e)(2)(ix)(A) of this subpart, no
commitments with respect to per-
forming planned development will be
made by the County Supervisor, Dis-
trict Director, or the applicant before
the loan is closed. The applicant will be
instructed that before the loan is
closed, debts should not be incurred for
labor or materials, or expenditures
made for such purposes, with the ex-
pectation of being reimbursed from
loan funds except as provided in sub-
part A of part 1943 of this chapter and
subparts A and E of part 1944 of this
chapter. However, with the prior ap-
proval of the National Office, a State
Supplement may be issued authorizing
County Supervisors to permit appli-
cants to commence welldrilling oper-
ations prior to loan closing, provided:

(1) It is necessary in the area to pro-
vide the water supply prior to loan
closing,

(2) The applicant agrees in writing to
pay with personal funds all costs in-
curred if a satisfactory water supply is
not obtained,

(3) Any contractors and suppliers un-
derstand and agree that loan funds
may not be available to make the pay-
ment,

(4) Such action will not result under
applicable State law in the giving of
priority to mechanics and
materialmen’s liens over the later re-
corded FmHA or its successor agency
under Public Law 103-354 mortgage,
and

(6) FmHA or its successor agency
under Public Law 103-354 does not guar-
antee that the cost will be paid.

[62 FR 8002, Mar. 13, 1987, as amended at 52
FR 19283, May 22, 1987; 52 FR 48391, Dec. 22,
1987; 52 FR 48799, Dec. 28, 1987; 53 FR 43676,
Oct. 28, 1988; 59 FR 43723, Aug. 25, 1994; 61 FR
65156, Dec. 11, 1996]
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§1924.6 Performing
work.

development

All construction work will be per-
formed by one, or a combination, of the
following methods: Contract, borrower,
mutual self-help, or owner-builder. All
development work must be performed
by a person, firm or organization quali-
fied to provide the service. Conditional
commitment construction is covered
under subpart A of part 1944 of this
chapter.

(a) Contract method. This method of
development will be used for all major
construction except in cases where it is
clearly not possible to obtain a con-
tract at a reasonable or competitive
cost. Work under this method is per-
formed in accordance with a written
contract.

(1) Forms used. Form FmHA or its
successor agency under Public Law 103-
354 1924-6, ‘‘Construction Contract,”
will be used for SFH construction.
Other contract documents for more
complex construction, acceptable to
the loan approval official and con-
taining the requirements of subpart E
of part 1901 of this chapter, may be
used provided they are customarily
used in the area and protect the inter-
est of the borrower and the Govern-
ment with respect to compliance with
items such as the drawings, specifica-
tions, payments for work, inspections,
completion, nondiscrimination in con-
struction work and acceptance of the
work. If needed, the Office of the Gen-
eral Counsel (OGC) will be consulted.
The United States (including FmHA or
its successor agency under Public Law
103-354) will not become a party to a
construction contract or incur any li-
ability under it.

(2) Contract provisions. Contracts will
have a listing of attachments and the
provisions of the contract will include:

(i) The contract sum.

(ii) The dates for starting and com-
pleting the work.

(iii) The amount of liquidated dam-
ages to be charged.

(iv) The amount, method, and fre-
quency of payment.

(v) Whether or not surety bonds will
be provided.

(vi) The requirement that changes or
additions must have prior written ap-

93

§1924.6

proval of FmHA or its successor agency
under Public Law 103-354.

(3) Surety requirements. (i) Unless an
exception is granted in accordance
with paragraph (a)(3)(iii) of this section
or when interim financing will be used,
surety that guarantees both payment
and performance in the amount of the
contract will be furnished when one or
more of the following conditions exist:

(A) The contract exceeds $100,000.

(B) The loan approval official deter-
mines that a surety bond appears ad-
visable to protect the borrower against
default of the contractor.

(C) The applicant requests a surety
bond.

(D) The contract provides for partial
payments in excess of the amount of 60
percent of the value of the work in
place.

(E) The contract provides for partial
payments for materials suitably stored
on the site.

(ii) If surety bonds are required the
construction contract must indicate
that the contractor will furnish prop-
erly executed surety bonds prior to the
start of any work. Exhibits F and G of
this subpart as revised by OGC if nec-
essary to comply with local or state
statutory requirements will be used as
the forms of payment bond and per-
formance bond to be provided. Unless
noncorporate surety is provided, the
surety bonds may only be obtained
from a corporate bonding company list-
ed on the current Department of the
Treasury Circular 570 (published annu-
ally in the FEDERAL REGISTER), as
holding a certificate of authority as an
acceptable surety on Federal bonds and
as legally doing business in the State
where the land is located. Noncor-
porate sureties are not recommended
and the State Director will be respon-
sible for determining the acceptability
of the individual or individuals pro-
posed as sureties on the bonds. The
State Director must determine that an
individual or individuals proposed as
sureties must have cash or other liquid
assets easily convertible to cash in an
amount at least equal to 25 percent
more than the contract amount in
order to be acceptable. The indi-
vidual(s) will pledge such liquid assets
in an amount equal to the contract
amount. Fees charged for noncorporate
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sureties may not exceed fees charged
by corporate sureties on bonds of equal
amount and, in no case, may surety be
provided by the applicant or any per-
son or organization with an identity of
interest in the applicant’s operation.
The United States (including FmHA or
its successor agency under Public Law
103-354) will incur no liability related
in any way to a performance or pay-
ment bond provided in connection with
a construction contract. FmHA or its
successor agency under Public Law 103—
354 will be named as co-obligee in the
performance and payment bonds unless
prohibited by state law.

(iii) When an experienced and reliable
contractor cannot obtain payment and
performance bonds meeting the surety
requirements of paragraph (a)(3)(ii) of
this section, the State Director may
entertain a request from the applicant
for an exception to the surety require-
ments. The applicant’s request must
specifically state why the proposed
contractor is unable to obtain payment
and performance bonds meeting the
surety requirements, and why it is fi-
nancially advantageous for the appli-
cant to award the contract to the pro-
posed contractor without the required
bonds.

If the applicant’s request is reasonable
and justified, and if the proposed con-
tractor is reliable and experienced in
the construction of projects of similar
size, design, scope, and complexity, the
State Director may grant an exception
to the surety requirements for loans or
grants within the State Director’s ap-
proval authority and accept one or a
combination of the following:

(A) An unconditional and irrevocable
letter of credit issued by a lending in-
stitution which has been reviewed and
approved by OGC. In such cases, the
construction contract must indicate
that the contractor will furnish a prop-
erly executed letter of credit from a
lending institution acceptable to
FmHA or its successor agency under
Public Law 103-354 prior to the start of
any work. The letter of credit must re-
main in effect until the date of final
acceptance of work by the owner and
FmHA or its successor agency under
Public Law 103-354. In addition, the let-
ter of credit must stipulate that the
lending institution, upon written noti-
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fication by FmHA or its successor
agency under Public Law 103-354 of the
contractor’s failure to perform under
the terms of the contract, will advance
funds up to the amount of the contract
(including all FmHA or its successor
agency under Public Law 103-354 ap-
proved contract change orders) to sat-
isfy all prior debts incurred by the con-
tractor in performing the contract and
all funds necessary to complete the
work. Payments may be made to the
contractor in accordance with para-
graph (a)(12)(1)(C) of this section as if
full surety bonds were being provided.

(B) If a letter of credit satisfying the
conditions of paragraph (a)(3)(iii)(A) of
this section cannot be obtained, the
State Director may accept a deposit in
the amount of the contract, into an in-
terest or non-interest bearing super-
vised bank account. In such cases, the
construction contract must indicate
that the contractor will furnish the re-
quired deposit prior to the start of any
work and that the funds shall remain
on deposit until final acceptance of
work by the owner and FmHA or its
successor agency under Public Law 103—
364. Payments may be made to the con-
tractor in accordance with paragraph
(a)(12)(1)(C) of this section as if full sur-
ety bonds were being provided.

(C) When the provisions of paragraph
(a)(3)(iii) (A) or (B) of this section can
be met except that a surety bond, a let-
ter of credit, and/or deposits are not
obtainable in full amount of the con-
tract, the State Director may accept
an amount less than the full amount of
the contract provided all of the fol-
lowing conditions are met:

(I) The contractor provides a surety
bond, a letter of credit, or deposits in
the greatest amount possible, and pro-
vides documentation indicating the
reasons why amounts exceeding the
proposed amount cannot be provided.

(2) The applicant agrees to the
amount of the surety bond, letter of
credit, or deposits proposed, and the
State Director determines that the ap-
plicant has the financial capability to
withstand any financial loss due to de-
fault of the contractor.

(3) In the opinion of the State Direc-
tor, the proposed amount and the
method of payment will provide ade-
quate protection for the borrower and
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the Government against default of the
contractor.

(4) The contract provides for partial
payments not to exceed 90 percent of
the value of the work in place for that
portion of the total contract which is
guaranteed by an acceptable surety
bond, letter of credit, or deposits, and
partial payments not to exceed 60 per-
cent of the value of the work in place
for that portion of the total contract
which is not guaranteed by surety, let-
ter of credit, or deposits.

Example:

Contractor has a surety bond which guar-
antees payment and performance in an
amount of $150,000 which represents 75 per-
cent of the total contract amount of $200,000.
The contractor’s first request for payment
appears thus:

—Value of work in place is $10,000.

—Payment for work guaranteed by surety is
75 percent times $10,000 times 90 percent is
$6,750.

—Payment for work not guaranteed by sur-
ety is 25 percent times $10,000 times 60 per-
cent is $1,500.

—Authorized payment is $8,250.

(Each partial payment shall reflect values
for work guaranteed by surety, letter of
credit, or deposits, and work not so guaran-
teed).

(iv) In cases where the contractor
does not obtain payment and perform-
ance bonds in accordance with the sur-
ety requirements of paragraph (a)(3)(ii)
of this section, or where an exception
to the surety requirements is granted
by the State Director, the following
steps will be taken to protect the bor-
rower and the government against la-
tent obligations or defects in connec-
tion with the construction:

(A) The contractor will furnish a
properly executed corporate latent de-
fects bond or a maintenance bond in
the amount of 10 percent of the con-
struction contract; or

(B) An unconditional and irrevocable
letter of credit in the amount of 10 per-
cent of the construction contract
issued by a lending institution which
has been reviewed and approved by
OGC; or

(C) A cash deposit into an interest or
non-interest bearing supervised bank
account in the amount of 10 percent of
the construction contract;

(D) The period of protection against
latent obligations and/or defects shall
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be one year from the date of final ac-
ceptance of work by the owner and
FmHA or its successor agency under
Public Law 103-354;

(E) Final payment shall not be ren-
dered to the contractor until the provi-
sions of paragraph (a)(3)(iv) (A), (B) or
(C) of this section have been met;

(F) The contract will contain a
clause indicating that the contractor
agrees to provide surety or guarantee
acceptable to the owner and FmHA or
its successor agency under Public Law
103-354 against latent obligations and/
or defects in connection with the con-
struction.

(4) Equal opportunity. Section 1901.205
of subpart E of part 1901 of this chapter
applies to all loans or grants involving

construction contracts and sub-
contracts in excess of $10,000.
(5) Labor standards provisions. The

provisions of the Davis-Bacon and re-
lated acts, which are published by the
Department of Labor (29 CFR parts 1, 3
and 5), will apply when the contract in-
volves either LH grant assistance, or 9
or more units in a project being as-
sisted under the HUD section 8 housing
assistance payment program for new
construction.

(6) Historical and archaeological preser-
vation. The provisions of subpart F of
part 1901 of this chapter concerning the
protection of historical and archae-
ological properties will apply to all
construction financed, in whole or in
part, by FmHA or its successor agency
under Public Law 103-354 loans and
grants. These provisions have special
applicability to development in areas
designated by NRCS as Resource Con-
servation and Development (RC&D)
areas. (See part 1942, subpart I of this
chapter.)

(7) Air and water acts. Under Execu-
tive Order 11738, all loans or grants in-
volving construction contracts for
more than $100,000 must meet all the
requirements of section 114 of the
Clean Air Act (42 U.S.C. 7414) and sec-
tion 308 of the Water Pollution Control
Act (33 U.S.C., section 1813). The con-
tract should contain provisions obli-
gating the contractor as a condition
for the award of the contract as fol-
lows:
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(i) To notify the owner of the receipt
of any communication from Environ-
mental Protection Agency (EPA) indi-
cating that a facility to be utilized in
the performance of the contract is
under consideration to be listed on the
EPA list of Violating Facilities.
Prompt notification is required prior
to contract award.

(ii) To certify that any facility to be
utilized in the performance of any non-
exempt contractor subcontract is not
listed on the EPA list of Violating Fa-
cilities as of the date of contract
award.

(iii) To include or cause to be in-
cluded the above criteria and require-
ments of paragraphs (a)(7) (i) and (ii) of
this section in every nonexempt sub-
contract, and that the contractor will
take such action as the Government
may direct as a means of enforcing
such provisions.

(8) Architectural barriers. In accord-
ance with the Architectural Barriers
Act of 1968 (Pub. L. 90-480), as imple-
mented by the General Services Ad-
ministration regulations (41 CFR 101-
19.6) and section 504 of the Rehabilita-
tion Act of 1973 (Pub. L. 93-112) as im-
plemented by 7 CFR, parts 15 and 15D,
all facilities financed with FmHA or its
successor agency under Public Law 103—
354 loans and grants and which are ac-
cessible to the public or in which peo-
ple with disabilities may be employed
or reside must be developed in compli-
ance with this Act. Copies of the Act
and Federal accessibility design stand-
ards may be obtained from the Execu-
tive Director, Architectural and Trans-
portation Barriers Compliance Board,
Washington, DC 20201.

(9) National Environmental Policy Act.
The provisions of subpart G of part 1940
of this chapter concerning environ-
mental requirements will apply to all
loans and grants including those being
assisted under the HUD section 8 hous-
ing assistance payment program for
new construction.

(10) Obtaining bids and selecting a con-
tractor. (i) The applicant may select a
contractor and negotiate a contract or
contact several contractors and re-
quest each to submit a bid. For com-
plex construction projects, refer also to
§1924.13(e) of this subpart.
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(ii) When a price has already been ne-
gotiated by an applicant and a con-
tractor, the County Supervisor, Dis-
trict Director or other appropriate
FmHA or its successor agency under
Public Law 103-354 official will review
the proposed contract. If the con-
tractor is qualified to perform the de-
velopment and provide a warranty of
the work and the price compares favor-
ably with the cost of similar construc-
tion in the area, further negotiation is
unnecessary. If the FmHA or its suc-
cessor agency under Public Law 103-354
official determines the price is too high
or otherwise unreasonable, the appli-
cant will be requested to negotiate fur-
ther with the contractor. If a reason-
able price cannot be negotiated or if
the contractor is not qualified, the ap-
plicant will be requested to obtain
competitive bids.

(iii) When an applicant has a pro-
posed development plan and no con-
tractor in mind, competitive bidding
will be encouraged. The applicant
should obtain bids from as many quali-
fied contractors, dealers or
tradespeople as feasible depending on
the method and type of construction.

(iv) If the award of the contract is by
competitive bidding, Form FmHA or
its successor agency under Public Law
103-354 1924-5, “‘Invitation for Bid (Con-
struction Contract),” or another simi-
lar invitation bid form containing the
requirements of subpart E of part 1901
of this chapter, may be used. All con-
tractors from whom bids are requested
should be informed of all conditions of
the contract including the time and
place of opening bids. Conditions shall
not be established which would give
preference to a specific bidder or type
of bidder. When applicable, copies of
Forms FmHA or its successor agency
under Public Law 103-354 1924-6 and
FmHA or its successor agency under
Public Law 103-354 400-6, ‘‘Compliance
Statement,” also should be provided to
the prospective bidders.

(11) Awarding the contract. The bor-
rower, with the assistance of the Coun-
ty Supervisor or District Director, will
consider the amount of the bids or pro-
posals, and all conditions which were
listed in the ‘‘Invitation for Bid.” On
the basis of these considerations, the
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borrower will select and notify the low-
est responsible bidder.

(i) Before work commences, the
County Supervisor, District Director or
other FmHA or its successor agency
under Public Law 103-354 employee
having knowledge of contracts and con-
struction practices will hold a
preconstruction conference with the
borrower(s), contractor and architect/
engineer (if applicable). The purpose of
the conference is to reach a mutual un-
derstanding of each party’s responsibil-
ities under the terms and conditions of
the contract documents and the loan
agreement during the construction and
warranty periods. Form FmHA or its
successor agency under Public Law 103-
354 1924-16, ‘‘Record of Preconstruction
Conference,” may be used as a guide
for an agenda.

(ii) A summary of the items covered
will be entered in the running case
record.

(iii) The contract will then be pre-
pared, signed and copies distributed in
accordance with the FMI for Form
FmHA or its successor agency under
Public Law 103-354 1924-6.

(iv) After a borrower/contractor’s
contract or subcontract in excess of
$10,000 is received in the FmHA or its
successor agency under Public Law 103—
354 County or District Office, the re-
sponsible FmHA or its successor agen-
cy under Public Law 103-354 official
will send within 10 calendar days of the
date of the contract or subcontract, a
report similar in form and content to
exhibit C of subpart E of part 1901 of
this chapter to the Area Director, Of-
fice of Federal Contract Compliance
Programs, U.S. Department of Labor,
at the applicable address listed in ex-
hibit E, subpart E of part 1901 of this
chapter. The report must contain, at
least, the following information: con-
tractor’s name, address and telephone
number; employer’s identification
number; amount, starting date and
planned completion date of the con-
tract; contract number; and city and
DOL region of the contract site. The
information for this report should be
obtained from the contractor when the
contract is awarded.

(12) Payments for work done by the con-
tract method. (i) Payments will be made
in accordance with one of the following
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methods unless prohibited by state
statute, in which case the State Direc-
tor shall issue a State Supplement to
this section:

(A) The “‘One-Lump-Sum’” payment
method will be used when the payment
will be made in one lump-sum for the
whole contract.

(B) The ‘“‘Partial payments not to ex-
ceed 60 percent of the value of the work
in place’” payment method will be used
when the contractor does not provide
surety bond, a letter of credit, or de-
posits.

(C) The ‘‘Partial payments in the
amount of 90 percent of the value of
the work in place and of the value of
the materials suitably stored at the
site” payment method will be used
when the contractor provides a surety
bond equal to the total contract
amount.

(D) The ‘““Partial payments which re-
flect the portions of the contract
amount which is guaranteed’” method
will be used when the contractor pro-
vides surety bonds, a letter of credit, or
deposits less than the total amount of
the contract in accordance with the
provisions of paragraph (a)(3)(iii)(C) of
this section.

(ii) When Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-6 is used, the appropriate payment
clause will be checked and the other
payment clauses not used will be effec-
tively crossed out.

(iii) When a contract form other than
Form FmHA or its successor agency
under Public Law 103-354 1924-6 is used,
the payment clause must conform with
paragraph (a)(12)(i) of this section and
the appropriate clause as set forth in
Form FmHA or its successor agency
under Public Law 103-354 1924-6.

(iv) The borrower and FmHA or its
successor agency under Public Law 103—
364 must take precautionary measures
to see that all payments made to the
contractor are properly applied against
bills for materials and labor procured
under the contract. Prior to making
any partial payment on any contract
where a surety bond is not used, the
contractor will be required to furnish
the borrower and the FmHA or its suc-
cessor agency under Public Law 103-354
with a statement showing the total
amount owed to date for materials and



§1924.6

labor procured under the contract. The
contractor also may be required to sub-
mit evidence showing that previous
partial payments were applied prop-
erly. When the borrower and the Coun-
ty Supervisor or District Director have
reason to believe that partial payments
may not be applied properly, checks
may be made jointly to the contractor
and persons who furnished materials
and labor in connection with the con-
tract.

(v) When partial payments are re-
quested by the contractor and approved
by the owner, the amount of the par-
tial payment will be determined by one
of the following methods:

(A) Based upon the percentage com-
pleted as shown on a recently com-
pleted and properly executed Form
FmHA or its successor agency under
Public Law 103-354 1924-12, ‘‘Inspection
Report.”

(B) When the structure will be cov-
ered by an insured 10-year warranty,
the insurer’s construction inspector
must provide FmHA or its successor
agency under Public Law 103-354 with
any available copies of inspection re-
ports showing percentage of comple-
tion immediately after the inspections
are completed. To make partial pay-
ments when copies of inspection re-
ports are not available, the responsible
FmHA or its successor agency under
Public Law 103-354 official will make
the inspections or will be guided by the
provisions of §1924.6(a)(12)(v)(C) of this
subpart. If further assurance is deemed
necessary to justify partial payments,
the FmHA or its successor agency
under Public Law 103-354 official may
make onsite inspections or require ad-
ditional information.

(C) Based upon an application for
payment containing an estimate of the
value of work in place which has been
prepared by the contractor and accept-
ed by the borrower and FmHA or its
successor agency under Public Law 103-
354. When the contract provides for
partial payments for materials satis-
factorily stored at the site, the applica-
tion for payment may include these
items. Prior to receiving the first par-
tial payment, the contractor should be
required to submit a list of major sub-
contractors and suppliers and a sched-
ule of prices or values of the various
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phases of the work aggregating the
total sum of the contract such as exca-
vation, foundations, framing, roofing,
siding, mill work, painting, plumbing,
heating, electric wiring, etc., made out
in such form as agreed upon by the bor-
rower, FmHA or its successor agency
under Public Law 103-354, and the con-
tractor. In applying for payments, the
contractor should submit a statement
based upon this schedule. See exhibit A
of this subpart for guidance in review-
ing the contractor’s schedule of prices
and estimating the value of the work
in place.

(vi) Final payment. (A) When the
structure will be covered by an insured
10-year warranty, the insurer must pro-
vide an insured 10-year warranty policy
(or a binder if the policy is not avail-
able) before final payment is made to
the builder.

(B) Final payment of the amount due
on the contract or disbursal of the
FmHA or its successor agency under
Public Law 103-354 loan funds where an
interim loan was used will be made
only upon completion of the entire con-
tract, final inspection by FmHA or its
successor agency under Public Law 103-
354, acceptance of the work by FmHA
or its successor agency under Public
Law 103-354 and the borrower, issuance
of any and all final permits and approv-
als for the use and occupancy of the
structure by any applicable state and
local governmental authorities, and
compliance by the contractor with all
terms and conditions of the contract.
In the event the work of construction
is delayed or interrupted by reason of
fire, flood unusually stormy weather,
war, riot, strike, an order, requisition
or regulation of any governmental
body (excluding delays related to pos-
sible defects in the contractor’s per-
formance and excluding delays caused
by the necessity of securing building
permits or any required inspection pro-
cedures connected therewith) or other
contingencies reasonably unforeseeable
and beyond the reasonable control of
the contractor, then with the written
consent of FmHA or its successor agen-
cy under Public Law 103-354, the date
of completion of the work may be ex-
tended by the owner by the period of
such delay, provided that the con-
tractor shall give the owner and FmHA
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or its successor agency under Public
Law 103-354 written notice within 72
hours of the occurrence of the event
causing the delay or interruption.

(C) Prior to making final payment on
the contract when a surety bond is not
used or disbursing the FmHA or its
successor agency under Public Law 103-
354 loan funds when an interim loan
was used, FmHA or its successor agen-
cy under Public Law 103-354 will be
provided with a Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-9, “‘Certificate of Contractor’s Re-
lease,” and Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-10, ‘“‘Release by Claimants.” exe-
cuted by all persons who furnished ma-
terials or labor in connection with the
contract. The borrower should furnish
the contractor with a copy of the ‘“‘Re-
lease by Claimants’ form at the begin-
ning of the work in order that the con-
tractor may obtain these releases as
the work progresses.

(I) If such releases cannot be ob-
tained, the funds may be disbursed pro-
vided all the following can be met:

(1) Release statements to the extent
possible are obtained;

(i1) The interests of FmHA or its suc-
cessor agency under Public Law 103-354
can be adequately protected and its se-
curity position is not impaired; and

(1i1) Adequate provisions are made for
handling the unpaid account by with-
holding or escrowing sufficient funds to
pay any such claims or obtaining a re-
lease bond.

(2) The State Director may issue a
State Supplement which will:

(i) Not require the use of Form
FmHA or its successor agency under
Public Law 103-354 1924-10, if, under ex-
isting state statutes, the furnishing of
labor and materials gives no right to a
lien against the property, or

(i1) Provide an alternative method to
protect against mechanic’s and
materialmen’s liens. In this case, the
use of Form FmHA or its successor
agency under Public Law 103-354 1924-10
is optional.

(b) Borrower method. The borrower
method means performance of work by
or under the direction of the borrower,
using one or more of the ways specified
in this paragraph. Development work
may be performed by the borrower
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method only when it is not practicable
to do the work by the contract method;
the borrower possesses or arranges
through an approved self-help plan for
the necessary skill and managerial
ability to complete the work satisfac-
torily; such work not interfere seri-
ously with the borrower’s farming op-
eration or work schedule, and the
County Office caseload will permit a
County Supervisor to properly advise
the borrower and inspect the work.

(1) Ways of performing the work. The
borrower will:

(i) Purchase the material and equip-
ment and do the work.

(ii) Utilize lump-sum agreements for
(A) minor items or minor portions of
items of development, the total cost of
which does not exceed $5,000 per agree-
ment, such as labor, material, or labor
and material for small service build-
ings, repair jobs, or land development;
or (B) material and equipment which
involve a single trade and will be in-
stalled by the seller, such as the pur-
chase and installation of heating facili-
ties, electric wiring, wells, painting,
liming, or sodding. All agreements will
be in writing, however, the County Su-
pervisor may make an exception to
this requirement when the agreement
involves a relatively small amount.

(2) Acceptance and storage of material
on site. The County Supervisor will ad-
vise the borrower that the acceptance
of material as delivered to the site and
the proper storage of material will be
the borrower’s responsibility.

(3) Payment for work done by the bor-
rower method—(i) Payments for labor.
Before the County Supervisor
countersigns checks for labor, the bor-
rower must submit a completed Form
FmHA or its successor agency under
Public Law 103-354 1924-11, ‘‘Statement
of Labor Performed,” for each hired
worker performing labor during the
pay period. Ordinarily, checks for labor
will be made payable to the workers in-
volved. However, under justifiable cir-
cumstances, when the borrower has
paid for labor with personal funds and
has obtained signatures of the workers
on Form FmHA or its successor agency
under Public Law 103-354 1924-11 as
having received payment, the County
Supervisor may countersign a check
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made payable to the borrower for reim-
bursement of these expenditures. Under
no circumstances will the County Su-
pervisor permit loan funds or funds
withdrawn from the supervised bank
account to be used to pay the borrower
for the borrower’s own labor or labor
performed by any member of the bor-
rower’s household.

(i1) Payment for equipment, materials or
lump-sum agreements. (A) Before
countersigning checks for equipment
or materials, the County Supervisor
must normally have an invoice from
the seller covering the equipment or
materials to be purchased. When an in-
voice is not available at the time the
check is issued, an itemized statement
of the equipment or materials to be
purchased may be substituted until a
paid invoice from the seller is sub-
mitted, at which time the prepurchase
statement may be destroyed.

(B) When an invoice is available at
the time the check is drawn, the check
will include a reference to the invoice
number, the invoice date if unnum-
bered and, if necessary, the purpose of
the expenditure.

(C) The check number and date of
payment will be indicated on the ap-
propriate Form FmHA or its successor
agency under Public Law 103-354 1924—
11, invoice, itemized statement of
equipment or materials and/or lump-
sum agreement.

(D) Ordinarily, checks for equipment
or materials will be made payable to
the seller. Under justifiable cir-
cumstances, when the borrower has
paid for equipment or materials with
personal funds and furnished a paid in-
voice, the County Supervisor may
countersign a check made payable to
the borrower for reimbursement of
these expenses.

(E) When an invoice includes equip-
ment or materials for more than one
item of development, the appropriate
part of the cost to be charged against
each item of development will be indi-
cated on the invoice by the borrower,
with the assistance of the County Su-
pervisor.

(F) Payment made under lump-sum
agreements will be made only when all
items of equipment and materials have
been furnished, labor has been per-
formed as agreed upon, and the work
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has been accepted by the borrower and
FmHA or its successor agency under
Public Law 103-354.

(G) Each paid Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-11, invoice, itemized statement for
equipment or material and/or lump-
sum agreement will be given to the
borrower in accordance with the FMI.

(c) Mutual self-help method. The mu-
tual self-help method is performance of
work by a group of families by mutual
labor under the direction of a construc-
tion supervisor, as described in subpart
A of part 1944 of this chapter. The ways
of doing the work, buying materials,
and contracting for special services are
like those used for the borrower meth-
od. Materials can be bought jointly by
the group of families, but payments
will be made individually by each fam-
ily. In the case of RH loans to families
being assisted by Self-Help Technical
Assistance (TA) grants in accordance
with subpart I of part 1944 of this chap-
ter, the County Supervisor may coun-
tersign checks for materials and nec-
essary contract work made payable di-
rectly to the TA grantee, provided the
District Director determines that:

(1) The grantee acts in the same ca-
pacity as a construction manager in
the group purchase of material and
services.

(2) The grantee has an adequate
bookkeeping system approved by the
District Director to assure that funds
in each RH account are properly dis-
tributed and maintained.

(3) The grantee receives no com-
pensation in the way of profit or over-
head for this service and all discounts
and rebates received in connection
with the purchase of materials or serv-
ices are passed on to the participating
families.

(4) The grantee has a record-keeping
system which shows that the costs of
the materials and services were pro-
rated to each borrower’s account in re-
lation to the actual material and serv-
ice used by each borrower.

(d) Owner-builder method. This meth-
od of construction applies only to RRH
loans made under subpart E of part 1944
of this chapter. Regulations governing
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this method are found at §1924.13(e)(2)
of this subpart.

[62 FR 8002, Mar. 13, 1987, as amended at 55
FR 41833, Oct. 16, 1990; 60 FR 55122, Oct. 27,
1995; 61 FR 56116, Oct. 31, 1996]

§1924.7 [Reserved]

§1924.8 Development work for mod-
ular/panelized housing units.

(a) Exhibit B of this subpart applies
to all loans involving modular/
panelized housing units.

(b) Complete drawings and specifica-
tions will be required as prescribed in
exhibit C of this subpart. Each set of
drawings will contain the design of the
foundation system required for the soil
and slope conditions of the particular
site on which the modular/panelized
house is to be placed.

(c) The manufacturer will provide a
certification (exhibit B, attachment 5
of this subpart), stating that the build-
ing has been built substantially in ac-
cordance with the drawings and speci-
fications. The builder will also provide
a certification that the onsite work
complies with drawings, specifications,
and the applicable development stand-
ard (eExhibit B, attachment 5 of this
subpart).

(d) Responsibility for field inspec-
tions will be in accordance with
§1924.9(a) of this subpart. Frequency
and timing of inspections will be in ac-
cordance with §1924.9(b) of this sub-
part, except that the Stage 2 inspection
should be made during the time and in
no case later than two working days
after the crews commence work on the
site and the house is being erected or
placed on the foundation, to determine
compliance with the accepted drawings
and specifications.

(e) Periodic plant inspections will be
performed in accordance with para-
graphs II and III of exhibit B of this
subpart. FmHA or its successor agency
under Public Law 103-354 employees re-
sponsible for inspections in the area in
which the manufacturing plant or ma-
terial supply yard is located will per-
form such inspections as deemed nec-
essary under paragraph III of exhibit B
of this subpart.

(1) Plant inspections will be made if
the type construction method used
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could restrict adequate inspections on
the building site.

(2) Plant inspections will be made as
often as necessary; however, after ini-
tial inspection and acceptance of the
unit, only when it appears advisable to
ascertain the performance and con-
tinuing stability of accepted materials
and construction.

(f) Only one contract will be accepted
for the completed house on the site
owned or to be bought by the borrower.
The manufacturer of the house or the
manufacturer’s agent may be the prime
contractor for delivery and erection of
the house on the site or a builder may
contract with the borrower for the
complete house in place on the site.
Such contracts should provide that
payments will be made only for work
in place on the borrower’s site.

(g) Payments for modular/panelized
units will be made in accordance with
the terms of the contract and in com-
pliance with §1924.6(a)(12) of this sub-
part.

§1924.9 Inspection
work.

The following policies will govern the
inspection of all development work.

(a) Responsibility for inspection. The
County Supervisor or District Director,
accompanied by the borrower when
practicable, will make final inspection
of all development work and periodic
inspections as appropriate to protect
the security interest of the govern-
ment. In this respect, inspections other
than final inspections, may be con-
ducted by other qualified persons as
authorized in paragraph (b)(3) of this
section, in §1944.17(a)(2)(iii) of FmHA
Instruction 2024-A (available in any
RECD field office), and as authorized
under other agreements executed by, or
authorized by, the National Office.

The borrower will be responsible for
making inspections necessary to pro-
tect the borrower’s interest. RHS or its
successor agency under Public Law 103—
364 inspections are not to assure the
borrower that the house is built in ac-
cordance with the plans and specifica-
tions. The inspections create or imply
no duty or obligation to the particular
borrower. RHS or its successor agency
under Public Law 103-354 inspections
are for the dual purpose of determining

of development
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that RHS or its successor agency under
Public Law 103-354 has adequate secu-
rity for its loan and is achieving the
statutory goal of providing adequate
housing. If difficult technical problems
are encountered, the County Super-
visor or District Director should re-
quest the assistance of the State Office
or a qualified technician from SCS or
the State University Cooperative Ex-
tension Service.

(b) Frequency of inspections. The
County Supervisor or District Director
will inspect development work as fre-
quently as necessary to assure that
construction and land development
conforms to the drawings and specifica-
tions. The final inspection will be made
at the earliest possible date after com-
pletion of the planned development.
When several major items of develop-
ment are involved, final inspection will
be made upon completion of each item.

(1) For new buildings and additions
to existing buildings, inspections will
be made at the following stages of con-
struction and at such other stages of
construction as determined by the
County Supervisor or District Director
except as modified by paragraph (b)(3)
of this section.

(i) Stage 1. Customarily, the initial
inspection in construction cases is
made just prior to or during the place-
ment of concrete footings or mono-
lithic footings and floor slabs. At this
point, foundation excavations are com-
plete, forms or trenches and steel are
ready for concrete placement and the
subsurface installation is roughed in.
However, when it is not practicable to
make the initial inspection prior to or
during the placement of concrete, the
County Supervisor or District Director
will make the initial inspection as soon
as possible after the placement of con-
crete and before any backfill is in
place.

(ii) Stage 2. The Stage 2 inspection
will be made when the building is en-
closed, structural members are still ex-
posed, roughing in for heating, plumb-
ing, and electrical work is in place and
visible, and wall insulation and vapor
barriers are installed. Customarily,
this is prior to installation of brick ve-
neer or any interior finish which would
include 1lath, wallboard and finish
flooring.
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(iii) Stage 3. The final inspection will
be made when all on-site and off-site
development has been completed and
the structure is ready for occupancy or
its intended use.

(2) For rehabilitation of existing
buildings, inspections will be made in
accordance with paragraphs (b)(1) (ii)
and (iii) of this section, and at such
other stages of construction to assure
that construction is being performed in
a professional manner and in accord-
ance with the FmHA or its successor
agency under Public Law 103-354 ap-
proved drawings and specifications.

(3) For new construction when the
structure will be covered by an insured
10-year warranty plan as described in
exhibit L of this subpart, only the final
inspection is required, except in cases
when partial payments are required
when the provisions of §1924.6(a)(12)(v)
of this subpart will be followed.

(4) Arrangements should be made to
have the borrower join the County Su-
pervisor or the District Director in
making periodic inspections as often as
necessary to provide a mutual under-
standing with regard to the progress
and performance of the work.

(6) The Borrower should make
enough periodic visits to the site to be
familiar with the progress and perform-
ance of the work, in order to protect
the borrower’s interest. If the borrower
observes or otherwise becomes aware of
any fault or defect in the work or non-
conformance with the contract docu-
ments, the borrower should give
prompt written notice thereof to the
contractor with a copy to the County
Supervisor or District Director respon-
sible for servicing the type of loan or
grant involved.

(6) The borrower should, when prac-
ticable, join the County Supervisor or
District Director in making all final
inspections.

(7) When irrigation equipment and
materials are to be purchased and in-
stalled, a performance test under ac-
tual operating conditions by the person
or firm making the installation should
be required before final acceptance is
made. The test should be conducted in
the presence of the borrower, a quali-
fied technician, and, when practicable,
the County Supervisor or District Di-
rector. If the FmHA or its successor
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agency under Public Law 103-354 offi-
cial is not present at the performance
test, he or she should request the tech-
nician to furnish a report as to whether
or not the installation meets the re-
quirements of the plans and specifica-
tions.

(8) For irrigation and drainage con-
struction or any dwelling construction
where part or all of the work will be
buried or backfilled, interim inspec-
tions should be made at such stages of
construction that compliance with
plans and specifications can be deter-
mined.

(¢) Recording inspections and correction
of deficiencies. All periodic and final in-
spections made by the County Super-
visor or District Director will be re-
corded on Form FmHA or its successor
agency under Public Law 103-354 1924-12
in accordance with the FMI. The Coun-
ty Supervisor or District Director will
be responsible for following up on the
correction of deficiencies reported on
Form FmHA or its successor agency
under Public Law 103-354 1924-12. When
an architect/engineer is providing serv-
ices on a project, the District Director
should notify the architect/engineer
immediately of any fault or defect ob-
served in the work or of any non-
conformance with the contract docu-
ment. If the borrower or the contractor
refuses to correct the deficiencies, the
District Director will report the facts
to the State Director who will deter-
mine the action to be taken. No inspec-
tion will be recorded as a final inspec-
tion until all deficiencies or noncon-
forming conditions have been cor-
rected.

(d) Acceptance by responsible public au-
thority. When local (city) county, state,
or other public authority) codes and or-
dinances require inspections, final ac-
ceptance by the local authority having
jurisdiction will be required prior to
final inspection or acceptance by
FmHA or its successor agency under
Public Law 103-354.

(e) Acceptance by project architect. If
architectural services pursuant to
§1924.13(a) of this subpart have been ob-
tained, final acceptance by the project
architect pursuant to §1924.13(a)(5)(V)
of this subpart will be required prior to
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acceptance by FmHA or its successor
agency under Public Law 103-354.

[62 FR 8002, Mar. 13, 1987, as amended at 60
FR 55122, Oct. 27, 1995; 61 FR 2899, Jan. 30,
1996]

§1924.10 Making changes in
planned development.

The borrower may request changes in
the planned development in accordance
with this section.

(a) Authority of the County Supervisor.
The County Supervisor is authorized to
approve changes in the planned devel-
opment involving loans and grants
within the County Supervisor’s ap-
proval authority provided:

(1) The change is for an authorized
purpose and within the scope of the
original proposal.

(2) Sufficient funds are deposited in
the borrower’s supervised bank account
or with the interim lender, as appro-
priate, to cover the contemplated
changes when the change involves addi-
tional funds to be furnished by the bor-
rower.

(3) The change will not adversely af-
fect the soundness of the operation or
FmHA or its successor agency under
Public Law 103-354’s security. If uncer-
tain as to the probable effect the
change would have on the soundness of
the operation or FmHA or its successor
agency under Public Law 103-354 secu-
rity, the County Supervisor will obtain
advice from the District Director on
whether to approve the change.

(4) If a surety bond has been provided
on the full amount of the construction
contract, the aggregate amount of all
contract change orders on Form FmHA
or its successor agency under Public
Law 103-354 1924-7, ‘‘Contract Change
Order,” or other acceptable form will
not exceed 20 percent of the original
contract amount. Change orders for
contracts on which a surety bond has
been provided which increases the
original contract amount by more than
20 percent may only be approved if ad-
ditional surety is provided in the full
revised amount of the contract. For
purposes of this paragraph, letters of
credit and deposits are not considered
surety.

(5) Change orders for contracts on
which letters of credit or deposits have
been provided on the full amount of the

the
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contract which will increase the origi-
nal contract amount are approved only
if additional letters of credit or depos-
its are provided in the full revised
amount of the contract.

(6) Modifications have been certified
in accordance with §1924.5(f)(1)(iii) or
certification has been waived in ac-
cordance with §1924.5(f)(1)(iii)(C) of this
subpart.

(b) Authority of the District Director.
The District Director is authorized to
approve changes in the development
planned with RRH, RCH, and RHS
loans and LH loans and grants within
the District Director’s approval au-
thority, provided the conditions in
§1924.10(a) have been met. For such
loans in excess of the District Direc-
tor’s approval authority, the bor-
rower’s request with the District Direc-
tor’s recommendation will be for-
warded to the State Director for con-
sideration.

(c) Recording changes in the planned
development. (1) Changes should be ac-
complished only after FmHA or its suc-
cessor agency under Public Law 103-354
written approval. Changes will not be
included in payment requests until ap-
proved by the borrower; the contractor,
if applicable; the architect/engineer, if
applicable; and the FmHA or its suc-
cessor agency under Public Law 103-354
loan approval official. Examples of
changes requiring documentation are:

(i) Any changes in labor and mate-
rials and their respective costs.

(ii) Changes in facility design.

(iii) Any decrease or increase in unit-
price on final measurements that are
different from those shown in the bid-
ding schedule.

(iv) Any increase or decrease in the
time to complete the project.

(2) All changes shall be recorded in
chronological order as follows:

(i) Contract method. Changes shall be
numbered in sequence as they occur
using Form FmHA or its successor
agency under Public Law 103-354 1924-7
with necessary attachments.

(ii) Borrower method. An increase or
decrease in the cash cost, extension of
time, transfer of funds between items,
or an addition or deletion of items of
development, will be summarized on
the front of Form FmHA or its suc-
cessor agency under Public Law 103-354
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1924-1 by striking through the original
figures on items and writing in the
changes. Changes made in the ‘‘Devel-
opment Plan” in the working drawings,
or in the plans and specifications will
be dated and initialed by all parties.

(iii) Mutual self-help method. [See
paragraph (c¢)(2)(ii) of this section.]

(iv) Owner-builder method. [See para-
graph (¢)(2)(i) of this section.]

(3) All changes in facility design and/
or materials must be certified in ac-
cordance with §1924.5(f)(1)(iii) of this
subpart.

§1924.11 District Director’s review of
incomplete development.

During monthly District Office work
organization meetings and during reg-
ular visits to the County Office, the
District Director will review the
progress that is being made in com-
pleting development financed with
loans within the District Director’s
and County Supervisor’s responsibility.

(a) Once each year the District Direc-
tor will make a comprehensive review
of all development work not completed
within the time scheduled. For incom-
plete development financed with loan
or grant funds within the responsi-
bility of the District Director, the Dis-
trict Director will take the necessary
actions to assure that the borrower or
grantee completes the planned develop-
ment. For incomplete development fi-
nanced with loan or grant funds within
the responsibility of the County Super-
visor, the District Director will give
the necessary direction to the County
Supervisor to assure completion of the
work. In connection with these respon-
sibilities, the District Director will
consider:

(1) The current farm and home oper-
ations with respect to the need for the
development as originally planned.

(2) Revisions to the development
plan.

(3) Funds remaining in the supervised
bank account.

(4) Need for additional funds.

(6) Personal funds that could be fur-
nished by the borrower.

(6) Estimated completion dates.

(7) The borrower’s attitude with re-
spect to completing the development.
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(b) After a complete review of the
status of development in both the Dis-
trict and County Offices has been
made, the District Director will make
a written report to the State Director
which will include observations and
recommendations regarding incom-
plete development. The report may be
included in the District Director’s reg-
ular report, and will include:

(1) The number of cases in which bor-
rowers have not completed their devel-
opment within 9, 15 or 24 months when
authorized, and also the number of
cases in which funds have been ex-
hausted and the work is incomplete.

(2) The number of borrowers who
have not completed their development
within 3 years from the loan closing,
and indicate the action that was taken
in each such case.

(c) If the borrower has not completed
development work within 3 years after
the date of loan closing and the Dis-
trict Director has determined that the
borrower cannot or will not complete
the development, the District Director
will so indicate on Form FmHA or its
successor agency under Public Law 103—
354 1924-1 and request the State Direc-
tor to withdraw, for application on the
loan, any unused development funds re-
maining in the borrower’s supervised
bank account, if the borrower will not
sign a check for a refund to the loan
account.

§1924.12 Warranty
work.

(a) Form FmHA or its successor
agency under Public Law 103-354 1924—
19, “Builder’s Warranty,’”’ or an insured
10-year home warranty as described in
exhibit L of this subpart, and normal
trade warranties on items of equipment
will be issued to the borrower at the
completion of new building construc-
tion, dwelling rehabilitation by the
contract method, all cases of newly
completed and previously unoccupied
dwellings or construction under condi-
tional commitments issued to builders
and sellers.

(b) If the warranty is not an insured
10-year warranty, a completed Form
FmHA or its successor agency under
Public Law 103-354 1924-19, with war-
ranty protection for 1 year, must be
provided by the builder upon final ac-
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ceptance of the work by the owner and
FmHA or its successor agency under
Public Law 103-354. If an insured 10-
year warranty is provided, the require-
ments of exhibit L of this subpart
apply, and a copy of the warranty in-
surance policy or a binder must have
been received by FmHA or its successor
agency under Public Law 103-354 prior
to disbursement of the final payment
to the builder.

(c) If, for some reason, the warranty
insurance policy cannot be issued, the
contractor will be required to execute
Form FmHA or its successor agency
under Public Law 103-354 1924-19 and
the case will be forwarded to the State
Director for consideration of debar-
ment under the provisions of subpart M
of part 1940 (available in any FmHA or
its successor agency under Public Law
103-354 office). The County Supervisor
will assist the borrower to the extent
necessary under the provisions of the
warranty and subpart F of part 1924 of
this chapter.

(d) The County Supervisor will take
the following action prior to the expi-
ration of the first year of the warranty
period:

(1) As soon as the warranty has been
executed, the follow-up date for send-
ing Form FmHA or its successor agen-
cy under Public Law 103-354 1924-21,
“Notice of Expiration of First Year of
Warranty,” which will be used for the 1
year warranty or the first year of the
insured 10-year warranty, will be post-
ed to the ‘“‘Servicing and Supervision”
section of the Management System
card.

(2) Form FmHA or its successor agen-
cy under Public Law 103-354 1924-21 is
provided for use in notifying the bor-
rower of the expiration date of the first
year of the warranty. This letter will
be mailed to the borrower early in the
second month preceding the expiration
date of the first year of the warranty
period.

(3) If the County Supervisor or Dis-
trict Director does not hear from the
borrower within 30 days, it can reason-
ably be assumed that no complaint ex-
ists or that any complaint has been
satisfied unless information to the con-
trary has been received.

(4) If the borrower notifies FmHA or
its successor agency under Public Law
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103-354 that any complaint has not
been satisfied, an onsite inspection
shall be made as early as possible, but
not later than 1 month preceding the
expiration date of the first year of the
warranty. The results of the inspection
will be recorded on Form FmHA or its
successor agency under Public Law 103—
354 1924-12. If the borrower has com-
plaints, the case should be handled in
accordance with the provisions of sub-
part F of part 1924 of this chapter, or as
otherwise provided in this subpart.

[62 FR 8002, Mar. 13, 1987, as amended at 54
FR 14334, Apr. 11, 1989]

§1924.13 Supplemental requirements
for more complex construction.

This section includes additional pro-
visions that apply to planning and con-
duct of construction work on all mul-
tiple family housing projects and other
projects that are more extensive in
scope and more complex in nature than
individual housing units or farm build-
ings. This section will apply in addi-
tion to all other requirements con-
tained elsewhere in this subpart.

(a) Architectural services. Complete ar-
chitectural services, as defined in
§1924.4(0)(1) of this subpart are rec-
ommended on all projects. They are re-
quired for projects involving an LH
grant and for all loans for RRH, RCH,
and LH projects consisting of more
than 4 units unless prior consent to
making an exception to the require-
ments for complete architectural serv-
ices is obtained from the National Of-
fice. If the applicant or contractor is
an architect or organization with ar-
chitectural capability, the applicant
must, nevertheless, hire an inde-
pendent qualified architect or architec-
tural firm to inspect the construction
work and perform other needed serv-
ices during the construction and war-
ranty phases. See Guide 4, attachment
1, ““Attachment to AIA Document—
Standard Form of Agreement Between
Owner and Architect,” for further in-
formation (available in any FmHA or
its successor agency under Public Law
103-354 office).

(1) Exception. Any request for Na-
tional Office consent to an exception
being made for complete architectural
services should include the proposed
drawings and specifications, method of
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providing specific services, the com-
ments and recommendations of the
FmHA or its successor agency under
Public Law 103-354 State Architect,
and any other pertinent information.
The State Director must determine
that any services for which an excep-
tion is requested can be performed by
qualified State or District Office staff
members.

(2) Selecting the architect. The appli-
cant is responsible for selecting the ar-
chitect. The District Director with the
advice of the State architect/engineer
should discuss with the applicant the
selection of the architect for the job as
early as possible to assist in the site
selection and participate in early con-
sultations regarding project scope and
design.

(38) Architectural fees. Fees for archi-
tectural services shall not exceed the
fee ordinarily charged by the profes-
sion for similar work when FmHA or
its successor agency under Public Law
103-354 financing is not involved. The
fee should cover only the architectural
services rendered by the architect. The
reduction or elimination of any serv-
ices described in paragraph (a)(5) of
this section shall be directly reflected
in the fee. Fees for special services ren-
dered by the architects, such as the
packaging of the loan application or
additional mnonarchitectural services,
will not be authorized to be paid with
loan funds.

(4) Agreement between borrower and ar-
chitect. The borrower and the architect
will execute a written agreement. The
agreement must provide:

(i) The services listed in paragraph
(a)(b) of this section.

(ii) The amount of the fee and how it
will be determined and paid.

(iii) That the agreement and any
amendments to the agreement shall
not be in full force and effect until con-
curred with in writing by the State Di-
rector or the State Director’s delegate,
and it will contain the following provi-
sion:

The Farmers Home Administration or its
successor agency under Public Law 103-354,
as potential lender or insurer of funds to de-
fray the costs of this agreement and without
liability for any payments thereunder, here-
by concurs in the form, content and the exe-
cution of this agreement.
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Date

FmHA or its successor agency under Public
Law 103-354 Approval Official

Title

() Specific services. Architectural
services will include six consecutive
phases as follows:

(1) Schematic design phase. The archi-
tect will:

(A) Consult with the applicant to ob-
tain available information pertinent to
the project requirements.

(B) Consult with FmHA or its suc-
cessor agency under Public Law 103-354
State architect/engineer about FmHA
or its successor agency under Public
Law 103-354 requirements and proce-
dures.

(C) Assist in preparing the project de-
sign after analyzing engineering and
survey data on the site selected by ap-
plicant.

(D) Prepare schematic design studies
consisting of drawings and other docu-
ments illustrating the scale and rela-
tionship of project components for the
applicant’s approval.

(BE) Submit estimates of current de-
velopment costs based on current area,
volume, or other unit costs.

(F) When the applicant and FmHA or
its successor agency under Public Law
103-354 have accepted the schematic de-
sign studies and estimated develop-
ment costs, the project architect may
be authorized to proceed with the next
phase.

(ii) Design development phase. The ar-
chitect will:

(A) Prepare the design development
exhibits from the accepted schematic
design studies for approval by the ap-
plicant. These exhibits should consist
of drawings and other documents to fix
and describe the size and character of
the entire project as to structural, me-
chanical, and electrical systems, mate-
rials, and other essentials as appro-
priate.

(B) Submit a further statement of
probable construction cost.

(C) Obtain applicant and FmHA or its
successor agency under Public Law 103—
354 approval of drawings, specifica-
tions, and authorization to proceed
with next phase.

(iii) Construction documents phase.
The architect will:
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(A) Prepare the working drawings
and specifications from the approved
design development drawings and set
forth in detail the requirements for the
construction of the entire project in
accordance with applicable regulations
and codes; for example, necessary bid-
ding information, assistance in pre-
paring bidding forms, conditions of the
construction contract, and the form of
agreement between applicant/owner
and contractor.

(B) Submit a final and more com-
prehensive statement of probable de-
velopment cost. It should show a
breakdown of the estimated total de-
velopment cost of the project and the
various trades in enough detail for an
adequate review.

(C) Obtain the acceptance of the ap-
plicant and FmHA or its successor
agency under Public Law 103-354 for
contract documents, including ap-
proval of the final drawings and speci-
fications and authorization to proceed.

(D) Discuss with the applicant var-
ious items as they develop.

(iv) Bidding or negotiation phase. The
architect will, as appropriate, for a
bidded or negotiated contract:

(A) Assist in review and selection of
bidders and submission of contract doc-
uments to selected bidders.

(B) Assist in the interpretation of
drawings and specifications, and other
contract documents.

(C) Receive and tabulate all bids.

(D) Review the bids and the nego-
tiated proposals and assist in the
award and preparation of construction
contracts.

(v) Construction phase. This phase in-
cludes the administration of the con-
struction contract. It will commence
with the award of the construction
contract and end when the borrower
makes final payment to the contractor.
The architect will:

(A) Attend the preconstruction con-
ference. Advise and consult with the
borrower (or the borrower’s representa-
tive) and issue the borrower’s instruc-
tions to the contractor.

(B) Prepare change orders.

(C) Keep construction accounts and
work as the general administrator of
the project during construction.

(D) Interpret the contract documents
and have the authority to reject all
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work and materials which do not com-
ply.

(E) Review and approve shop draw-
ings, samples, and other submissions of
the contractor for conformance with
the design concept and for compliance
with the contract documents.

(F) Conduct periodic inspections of
all phases of construction to determine
compliance with the contract docu-
ments and certify as to the amount is
in place and materials suitably stored
on site for partial payment estimates.
These inspections will be augmented,
when necessary, by inspections per-
formed by structural, mechanical, and
electrical representatives. Periodic in-
spections should be made as frequently
as is necessary to verify that the work
conforms with the intent of the con-
tract documents and that a high qual-
ity of workmanship is maintained. The
State Director may require a full-time
project representative on projects with
a total development cost of $750,000 or
more, when in the opinion of the State
Director there is a need for such rep-
resentative, and the State Director
states the reasons for such need to the
borrower.

(G) Determine, based on the inspec-
tions, the dates of substantial comple-
tion and final completion; receive on
the borrower’s behalf all written guar-
antees and related documents assem-
bled by the contractor; and issue a
final certificate for payment.

(vi) Warranty phase. The architect
will advise and consult with the bor-
rower, as the borrower’s representa-
tive, about items to be corrected with-
in the warranty period. The architect
will accompany the FmHA or its suc-
cessor agency under Public Law 103-354
representative during the inspection
required one month prior to expiration
of the warranty period.

(b) Other professional services. The
State Director, on the recommendation
of the State architect/engineer, may
request that additional professional
services be provided.

(1) Professional services typically in-
clude soils engineering, structural en-
gineering, civil engineering, surveying,
land planning, or professional cost esti-
mation or certification. Fees for these
services may be paid directly by the
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borrower or by the architect as reim-
bursable expenses.

(2) When a project representative is
utilized, unless otherwise agreed, the
representative will be provided by the
consulting architect/engineer. Prior to
the preconstruction conference, the ar-
chitect/engineer will submit a resume
of qualifications of the project rep-
resentative to the applicant and to
FmHA or its successor agency under
Public Law 103-354 for acceptance in
writing. If the applicant provided the
project representative, the applicant
must submit a resume of the represent-
ative’s qualifications to the project ar-
chitect/engineer and FmHA or its suc-
cessor agency under Public Law 103-354
for acceptance in writing, prior to the
preconstruction conference. The
project representative will attend the
preconstruction conference where du-
ties and responsibilities will be fully
discussed. The project representative
will work under the general super-
vision of the architect/engineer. The
project representative will maintain a
daily diary in accordance with the fol-
lowing:

(i) The diary shall be maintained in a
hard-bound book.

(ii) The diary shall have all pages
numbered and all entries in ink.

(iii) All entries shall be on daily
basis, beginning with the date and
weather conditions.

(iv) Daily entries shall include daily
work performed, number of men and
equipment used in the performance of
the work, and all significant hap-
penings during the day.

(v) The diary shall be made available
to FmHA or its successor agency under
Public Law 103-354 personnel and will
be reviewed during project inspections.

(vi) The project representative’s
diary will become the property of the
owner after the project is accepted and
final payments are made.

(¢) Drawings. The type and kinds of
drawings should be in accordance with
exhibit C of this subpart and subpart D
of part 1944 of this chapter.

(1) The drawings must be clear, accu-
rate, with adequate dimensions and of
sufficient scale for estimating pur-
poses.

(2) Construction sections and large-
scale details sufficient for accurate
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bidding and for the purpose of corre-
lating all parts of the work should be
part of the general drawings. This is
particularly important where the size
of a project makes necessary the prepa-
ration of the general drawings at a
scale of 1/8 inch equals 1 foot or less.

(3) Mechanical and electrical work
should be shown on separate plans.

(4) Schedules should be provided for
doors, windows, finishes, electrical fix-
tures, finish hardware, and any other
specialty items necessary to clarify
drawings.

(d) Specifications. Trade-type speci-
fications (specifications divided into
sections for various trades) should be
used. The specifications should be com-
plete, clear, and concise, with adequate
description of the various classes of
work shown under the proper sections
and headings.

(e) Methods of administering construc-
tion. Projects involving a total develop-
ment cost of less than $100,000 which do
not include an LH grant may, with the
approval of the State Director, follow
the contract procedure in §1924.6(a) of
this subpart without modification.
Construction of all other projects, how-
ever, will be administered by the con-
tract method or owner-builder method
as set forth in this section.

(1) Contract method. This method of
development will be used for all com-
plex construction except in cases where
owner-builder method is authorized.
Development under this method is done
in accordance with §1924.6(a) of this
subpart except as modified by this
paragraph. All construction work will
be completed under one written con-
struction contract. Guide 1, ‘““Contract
Documents,” of this subpart (available
in any FmHA or its successor agency
under Public Law 103-354 office) is pro-
vided to assist FmHA or its successor
agency under Public Law 103-354 per-
sonnel and applicants in assembling
and reviewing contract documents for
more complex construction such as
that administered under this section.

(i) Competitive bidding methods. (A) All
construction contracts must be award-
ed on the basis of competitive bidding
unless an exception is granted in ac-
cordance with paragraph (e)(1)(vii) of
this section thereby permitting con-
tract negotiation. The applicant’s ar-
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chitect should prepare the bidding doc-
uments. Public notice must be given
inviting all interested bidders to sub-
mit a bid. Prospective bidders may be
contacted asking for their bids; how-
ever, public notice is necessary so that
all local contractors have the oppor-
tunity to submit bids.

(B) A bid bond is required from each
bidder in the amount of 5 percent of
the bid price as assurance that the bid-
der will, upon acceptance of the bid,
execute the required contract docu-
ments within the time specified.

(C) The construction contract will be
awarded based on the contract cost,
and all conditions listed in the ‘“‘Invita-
tion to Bid.”

(D) If advertising does not provide a
satisfactory bid in the opinion of the
applicant and FmHA or its successor
agency under Public Law 103-354, the
applicant shall reject all bids and will
then be free to negotiate with bidders
on anyone else to obtain a satisfactory
contract. The following conditions
must be met:

(I) The State Director determines
that the original competitive bid proc-
ess was handled in a satisfactory man-
ner and that there is no advantage to
advertising for competitive bid again.

(2) The requirements of paragraph
(e)(1)(vii) of this section are met.

(BE) If there is no agreement by
FmHA or its successor agency under
Public Law 103-354 and the applicant as
to the construction cost, the State Di-
rector will cease any further action on
the preapplication and inform the ap-
plicant of the right to appeal in accord-
ance with subpart B of part 1900 of this
chapter.

(ii) Contract documents. Contract doc-
uments will conform with recognized
professional practices as prescribed in
this paragraph. Such contract docu-
ments will contain substantially the
following:

Item I Invitation for Bids (Form FmHA or
its successor agency under Public Law 103—
3564 1924-5)

Item II Information for Bidders

Item III Bid

Item IV Bid Bond

Item V Agreement (Construction Contract)

Item VI Compliance Statement (Form
FmHA or its successor agency under Pub-
lic Law 103-354 400-6)

Item VII General Conditions
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Item VIII Supplemental General Conditions

Item IX Payment Bond (exhibit F of this
subpart)

Item X Performance Bond (exhibit G of this
subpart)

Item XI Notice of Award

Item XII Notice of Proceed

Item XIII Drawings and Specifications

Item XIV Addenda

Item XV Contract Change Order (Form
FmHA or its successor agency under Pub-
lic Law 103-354 1924-7)

Item XVI Labor Standards
[Where applicable]

Item XVII Monthly Employment Utiliza-
tion Report (Form CC-257)

Item XVIII Partial Payment Estimate
(Form FmHA or its successor agency under
Public Law 103-354 1924-18)

Item XIX Builder’s Warranty (Form FmHA
or its successor agency under Public Law
103-354 1924-19)

(A) Substitution of term ‘‘architect”
for ‘‘engineer’” may be necessary on
some of the forms. Other modifications
may be necessary in some cases to con-
form to the nature and extent of the
project. All such contract documents
and related items will be concurred
with by the State Director, with the
assistance of OGC prior to the release
of invitations to bid.

(B) Items listed as I through IV and
item XI of paragraph (e)(1)(ii) of this
section may be omitted when an excep-
tion to the competitive bidding re-
quirement is granted in accordance
with paragraph (e)(1)(vii) of this sec-
tion, thereby permitting a negotiated
contract.

(C) All negotiated contracts shall in-
clude a provision to the effect that the
borrower, USDA, the Comptroller Gen-
eral of the United States, or any of
their duly authorized representatives,
shall have access to any books, docu-
ments, papers, and records of the con-
tractor which are directly pertinent to
a specific Federal loan program for the
purpose of making audit, examination,
excerpts, and transcriptions.

(D) A provision of liquidated damages
will be included in all contracts. The
liquidated damage amount must be
reasonable and represent the best esti-
mate possible of how much interest or
other costs will accrue on the loan, and
also represent any loss of rent or other
income which would result from a
delay in the completion of the project
beyond the estimated completion date.

Provisions
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(E) All contracts shall include a pro-
vision for compliance with the
Copeland ‘‘Anti-Kickback’” Act (18
U.S.C. 874) as supplemented in Depart-
ment of Labor regulations (29 CFR part
3). This Act prohibits anyone from in-
ducing any person in connection with
the construction to give up any part of
the compensation to which the person
is otherwise entitled.

(F) All contracts will contain a cer-
tification by the applicant indicating
that there is not now nor will there be
an identity of interest between the ap-
plicant and any of the following: Con-
tractor, architect, engineer, attorney,
subcontractors, material suppliers,
equipment lessors, or any of their
members, directors, officers, stock-
holders, partners, or beneficiaries un-
less specifically identified to FmHA or
its successor agency under Public Law
103-354 in writing prior to the award of
the contract. All contracts must also
indicate that when any identity of in-
terest exists or comes into being, the
contractor agrees to have construction
costs as reported to FmHA or its suc-
cessor agency under Public Law 103-354
on Form 1924-13, ‘‘Estimate and Certifi-
cate of Actual Cost,” audited by a Cer-
tified Public Accountant (CPA) or Li-
censed Public Accountant (LPA) li-
censed prior to December 31, 1970, who
will provide an opinion as to whether
the Form FmHA or its successor agen-
cy under Public Law 103-354 1924-13 pre-
sents fairly the costs of construction in
conformity with eligible construction
costs as prescribed in FmHA or its suc-
cessor agency under Public Law 103-354
regulations.

(G) All contracts on any form other
than Form FmHA or its successor
agency under Public Law 103-354 1924-6,
must contain the language of clause
(D) of Form FmHA or its successor
agency under Public Law 103-354 1924-6,
which is available in all FmHA or its
successor agency under Public Law 103-
354 offices. The language of clause (D)
of Form FmHA or its successor agency
under Public Law 103-354 19246 sets
forth the Notice of Requirement for Af-
firmative Action to Ensure Equal Em-
ployment Opportunity required by Ex-
ecutive Order 11246, the Equal Oppor-
tunity clause published at 41 CFR 60-1.4
(a) and (b), and the Standard Federal
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Equal Employment Opportunity Con-
struction Contract Specifications re-
quired by Executive Order 11246. For
contract forms other than Form FmHA
or its successor agency under Public
Law 103-354 19246, Form AD 767,
“Equal Employment Opportunity Con-
tract Compliance Notices,”” which can
be obtained from the Finance Office,
should be attached and made a part of
the contract.

(H) All contracts will contain a pro-
vision that they are not in full force
and effect until concurred with by the
State Director or the State Director’s
delegate, in writing. Therefore, before
loan closing or before the start of con-
struction, whichever occurs first, the
State Director or the State Director’s
delegate will concur in the contract
form, content, and execution if accept-
able, by including the following para-
graph at the end of the contract:

The Farmers Home Administration or its
successor agency under Public Law 103-354,
as potential lender or insurer of funds to de-
fray to costs of this contract, and without li-
ability for any payments thereunder, hereby
concurs in the form, content, and execution
of this contract.

Date

FmHA or its successor agency under Public
Law 103-354 Official

Title

(I) The requirements of §1924.6
(a)(11)(iv) of this subpart apply to all
contracts or subcontracts in excess of
$10,000.

(iii) Surety. When multiple advances
of loan or grant funds are utilized, sur-
ety that guarantees both payment and
performance in the full amount of the
contract will be provided in accordance
with §1924.6(a)(3)(ii) of this subpart. Ex-
ceptions to the surety requirements
shall be governed by the following:

(A) In accordance with the guidance
and recommendations of OMB Circu-
lars A-102 and A-110, exceptions to the
surety requirements of §1924.6(a)(3)(ii)
of this subpart will not be granted for
nonprofit organization or public body
applicants.

(B) For loans or grants to applicants
other than non-profit organizations or
public bodies that are within the State
Director’s approval authority, the
State Director may, upon request of
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the borrower or grantee, grant excep-
tions to the surety requirements in ac-
cordance with the provisions of
§1924.6(a)(3)(iii) of this subpart. Before
granting such an exception, however,
the State Director should be provided
the following information from the
proposed contractor in order to fully
evaluate the experience and capabili-
ties of the contractor:

(I) A resume indicating the contrac-
tor’s history, ability and experience.

(2) A current, dated and signed finan-
cial statement of the contractor’s oper-
ations indicating the payment status
of accounts and any contingent liabil-
ities that may exist. FmHA or its suc-
cessor agency under Public Law 103-354
personnel will be responsible for ana-
lyzing the financial statement as to
the sufficiency of the contractor’s fi-
nancial capability to carry out con-
struction. The financial strength must
demonstrate the ability of the con-
tractor to pay all bills prior to receiv-
ing periodic draws of funds from the
lender.

(3) A credit report (obtained at no ex-
pense to FmHA or its successor agency
under Public Law 103-354) attesting to
the contractor’s credit standing.

(4) A listing of trade references that
could be contacted to substantiate the
contractor’s experience and good
standing.

(5) Statements from owners for whom
the contractor has done similar work,
indicating the scope of the work and
the owner’s evaluation of the contrac-
tor’s performance.

(C) For loans or grants to applicants
other than non-profit organization or
public bodies that are in excess of the
State Director’s approval authority,
the State Director may request Na-
tional Office authorization to grant
one of the exceptions to the surety re-
quirements as indicated in
§1924.6(a)(3)(iii) of this subpart. The
following information must be sub-
mitted with the request to the Na-
tional Office:

(I) An explanation of why interim fi-
nancing is not available.

(2) An explanation of why the pro-
posed contractor cannot obtain surety
bonds meeting the requirements of
§1924.6(a)(3)(ii) of this subpart.
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(3) The information listed in para-
graph (e)(1)(iii)(B) of this section.

(4) The drawings and specifications
for the proposed project, together with
the comments of the State architect/
engineer.

(5) The applicant’s written request
for an exception.

(6) An explanation of why the re-
quirements of §1924.6(a)(3)(iii) (A) or
(B) of this subpart cannot be met in
those cases where the State Director
requests authorization to grant an ex-
ception as indicated in
§1924.6(a)(3)(iii)(C) of this subpart.
When such a request is made, the docu-
mentation required of the contractor
under the provision must also be for-
warded.

(7) The State Director’s recommenda-
tion.

(D) Adequate steps will be taken to
protect the interests of the borrower
and the government in accordance with
the payment provisions of
§1924.6(a)(12)(i) of this subpart and any
alternative as outlined in
§1924.6(a)(3)(iii)(c) of this subpart.

(iv) Contract cost breakdown. In any
case where the loan approval official
feels it appropriate, and prior to the
award or approval of any contract in
which there is an identity of interest
as defined in §1924.4 (i) of this subpart,
the contractor and any subcontractor,
material supplier or equipment lessor
sharing an identity of interest must
provide the applicant and FmHA or its
successor agency under Public Law 103—
364 with a trade-item cost breakdown
of the proposed contract amount for
evaluation. The cost of any surety as
required by §1944.222 (h) and (i) of sub-
part E of part 1944 of this chapter and
§1924.6(a)(3) of this subpart, or cost cer-
tification as required by paragraph
(e)(1)(v) of this section, will be included
in the proposed contract amount and
shown under General Requirements on
Form FmHA or its successor agency
under Public Law 103-354 1924-13, which
is available in all FmHA or its suc-
cessor agency under Public Law 103-354
offices. FmHA or its successor agency
under Public Law 103-354 personnel will
be responsible for reviewing the esti-
mates on Form FmHA or its successor
agency under Public Law 103-354 1924-13
to determine if the dollar amounts
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total correctly, to assure that costs are
categorized under their appropriate
columns, and to confirm that the esti-
mated costs for all line items are rea-
sonable and customary for the State.

(v) Cost certification. Whenever the
State Director determines it appro-
priate, and in all situations where
there is an identity of interest as de-
fined in §1924.4(i) of this subpart, the
borrower, contractor and any subcon-
tractor, material supplier, or equip-
ment lessor having an identity of inter-
est must each provide certification
using Form FmHA or its successor
agency under Public Law 103-354 1924-13
as to the actual cost of the work per-
formed in connection with the con-
struction contract. The construction
costs, as reported on Form FmHA or
its successor agency under Public Law
103-354 1924-13, must also be audited, in
accordance with Government Auditing
Standards, by a CPA, or LPA licensed
on or before December 31, 1970. In addi-
tion, certain agreed upon procedures
(available in any FmHA or its suc-
cessor agency under Public Law 103-354
office) will be performed in accordance
with Attestation Standards. In some
cases, FmHA or its successor agency
under Public Law 103-354 will contract
directly with a CPA or LPA for the
cost certification. In that event, docu-
mentation necessary to have the costs
of construction certified by an FmHA
or its successor agency under Public
Law 103-354 contractor that they were
the actual costs of the work performed,
as reported on Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-13, will be provided. Funds which
were included in the loan for cost cer-
tification and which are ultimately not
needed because FmHA or its successor
agency under Public Law 103-354 con-
tracts for the cost certification will be
returned on the loan. FmHA or its suc-
cessor agency under Public Law 103-354
personnel will utilize exhibit M of this
subpart (available in any FmHA or its
successor agency under Public Law 103—
354 office) and Form FmHA or its suc-
cessor agency under Public Law 103-354
192426, ‘‘Cost Certification Work-
sheet,” to assist in the evaluation of
the cost certification process.
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(A) Prior to the start of construction,
the borrower, contractor and any sub-
contractor, material supplier, or equip-
ment lessor sharing an identity of in-
terest must submit, to the CPA or
LPA, the accounting system that the
borrower, contractor, subcontractor,
material supplier or equipment lessor
and/or the CPA or LPA proposes to set
up and use in maintaining a running
record of the actual cost. In order to be
acceptable, the borrower must provide
a written assertion that it has an ac-
counting system that is suitably de-
signed to provide for a trade-item basis
comparison of the actual cost as com-
pared to the estimated cost submitted
on Form FmHA or its successor agency
under Public Law 103-354 1924-13. Costs
pertaining to a specific line item will
be set up in the accounting system for
that particular account. For instance,
only costs of materials, supplies, equip-
ment, and labor associated with con-
crete will be shown in the concrete ac-
count. The accounting system must
also restrict costs to those pertaining
to a specific project so that costs from
multiple projects will not be co-min-
gled. The independent CPA or LPA
shall report on the borrower’s assertion
in accordance with the Standards for
Attestation Engagements of the Amer-
ican Institute of Certified Public Ac-
countants (AICPA). The borrower’s and
the CPA or LPA’s reports on the ac-
counting system shall be provided to
FmHA or its successor agency under
Public Law 103-354 by the borrower.

(B) Prior to final payment to anyone
required to cost certify, a trade-item
breakdown showing the actual cost
compared to the estimated cost must
be provided to the owner and FmHA or
its successor agency under Public Law
103-354. Form FmHA or its successor
agency under Public Law 103-354 1924-13
is the form of comparative breakdown
that must be used, and contains the
certifications required of the applicant
and contractor prior to final payment.
The amounts for builder’s general over-
head, builder’s profit, and general re-
quirements, respectively, shall not ex-
ceed the amounts represented on the
estimate of cost breakdown provided in
accordance with paragraph (e)(1)(iv) of
this section for any contractor, subcon-
tractor, material supplier, or equip-
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ment lessor having or sharing an iden-
tity of interest with the borrower. The
amounts for general overhead, builder’s
profit, and general requirements must
be established prior to FmHA or its
successor agency under Public Law 103-
354 approving the construction con-
tract and will not be changed during
the course of construction. This applies
to all contractors, subcontractors, ma-
terial suppliers, or equipment lessors
having or sharing an identity of inter-
est with the applicant. Contract
change orders will be processed to ad-
just the contract amount downward
prior to the final payment to the con-
tractor, if necessary, to assure that the
amounts shown in the certificate of ac-
tual costs do not exceed the amounts
represented in the contract cost break-
down. Reduction in the builder’s profit,
and general overhead if needed, will
counterbalance any increase reflected
in the contract costs. Any funds re-
maining as a result of hard cost sav-
ings will be applied to the account as
an extra payment or used for eligible
loan purposes approved by FmHA or its
successor agency under Public Law 103—
354 as long as the improvements are
genuinely needed and will enhance
marketability of the project. All in-
creases or decreases of 15 percent or
more in line item costs will require
documentation as to the reason for the
increases and/or decreases. The State
Director may require documentation
for increases and/or decreases of less
than 15 percent, if he/she determines it
necessary. This information will be re-
quired with the cost certification.

(C) The CPA or LPA audit, performed
in accordance with Government Audit-
ing Standards, will include such tests
of the accounting records and such
other auditing procedures of the bor-
rower and the contractor (and any sub-
contractor, material supplier or equip-
ment lessor sharing an identity of in-
terest) concerning the work performed,
services rendered, and materials sup-
plied in accordance with the construc-
tion contract he/she considers nec-
essary to express an opinion on the
construction costs as reported on Form
FmHA or its successor agency under
Public Law 103-354 1924-13. The CPA or
LPA shall also perform the additional
agreed upon procedures specified by
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FmHA or its successor agency under
Public Law 103-354 (available in any
FmHA or its successor agency under
Public Law 103-354 office), performed in
accordance with Attestation Stand-
ards, for the applicant and the con-
tractor (and any subcontractor, mate-
rial supplier, or equipment lessor shar-
ing an identity of interest) concerning
the work performed, services rendered,
and materials supplied in accordance
with the construction contract.

(D) Upon completion of construction
and prior to final payment, the CPA or
LPA will provide an opinion con-
cerning whether the construction
costs, as reported on Form FmHA or
its successor agency under Public Law
103-354 1924-13, present fairly the costs
of construction in conformity with eli-
gible construction costs as prescribed
in FmHA or its successor agency under
Public Law 103-354 regulations.

(E) In some cases, cost certification
will be obtained by FmHA or its suc-
cessor agency under Public Law 103-354
through direct contract with the CPA
or LPA. The borrower and his/her CPA
or LPA will cooperate fully with the
contract CPA or LPA by providing all
documentation necessary to conduct
the certification. FmHA or its suc-
cessor agency under Public Law 103-354
reserves the right to determine, upon
receipt of the certified Form FmHA or
its successor agency under Public Law
103-354 1924-13 and the auditor’s report,
whether they are satisfactory to FmHA
or its successor agency under Public
Law 103-354. If not satisfactory to
FmHA or its successor agency under
Public Law 103-354, the borrower will
be responsible for providing additional
information.

(F) There will exist no business rela-
tionship between the CPA or LPA and
the borrower except for the perform-
ance of the examination of the cost
certification, accounting systems
work, and tax preparation. Any CPA or
LPA who acts as the borrower’s ac-
countant (performing manual or auto-
mated bookkeeping services or main-
tains the official accounting records)
will not be the same CPA or LPA who
cost certifies the project.

(G) Forms FmHA or its successor
agency under Public Law 103-354 1944
30, ‘“‘Identity of Interest (IOI) Disclo-
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sure Certificate’” and FmHA or its suc-
cessor agency under Public Law 103-354
1944-31, ‘‘Identity of Interest (I0I)
Qualification Form,” provide written
notification to the borrower that will-
ful and intentional falsification of cost
certification documents will result in
debarment of all violators in accord-
ance with the provisions of FmHA or
its successor agency under Public Law
103-354 Instruction 1940-M (available in
any FmHA or its successor agency
under Public Law 103-354 office). These
forms require the disclosure of all iden-
tities of interest associated with
project construction, certify the enti-
ty’s ability to provide the contracted
service, and cite the penalties for fail-
ure to disclose or falsify such certifi-
cation. Each applicant/borrower will be
required to complete and sign the
forms (available in any FmHA or its
successor agency under Public Law 103—
354 office).

(H) Subcontracting
work.

(I) Contractors will not be allowed to
obtain a profit and overhead unless
they are performing actual construc-
tion. ‘‘Actual construction” means
“work’ as defined in American Insti-
tute of Architects (AIA) documents:
‘% * * labor, materials, equipment, and
services provided by the contractor to
fulfill the contractor’s obligations.”
Under this definition, contractors who
choose to subcontract out construction
of the project to another contractor
will not obtain a builder’s fee (general
overhead and profit) when:

(1) More than 50 percent of the con-
tract sum in the construction contract
is subcontracted to one subcontractor,
material supplier, or equipment lessor,
and/or

(i1) Seventy-five percent or more with
three or fewer subcontractors, material
suppliers and/or equipment lessors.

(2) NOTE: If two or more subcontrac-
tors have common ownership, they are
considered as one subcontractor.

(3) How to apply rule:

(1) The 50 percent rule will apply
when division of the amount of the
largest subcontract by the contract
sum of the construction contract re-
sults in more than 50 percent.

(ii) The 75 percent rule will apply
when division of the sum of the

development
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amounts of the three largest sub-
contracts by the contract sum of the
construction contract results in 75 per-
cent or more.

(I) Qualified contracting entities.
Contractors, subcontractors, material
suppliers, and any other individual or
organization sharing an identity of in-
terest and providing materials or serv-
ices for the project must certify that it
is a viable, ongoing trade or business
qualified and properly licensed to un-
dertake the work for which it intends
to contract. Form FmHA or its suc-
cessor agency under Public Law 103-354
1944-31 will be prepared and executed
by the contracting entities. The form
provides notification to the entities of
the penalty, under law, for erroneously
certifying to the statements contained
therein. Debarment actions will be in-
stituted against entities who fail to
disclose an identity of interest in ac-
cordance with the provisions of FmHA
or its successor agency under Public
Law 103-354 Instruction 1940-M (avail-
able in any FmHA or its successor
agency under Public Law 103-354 of-
fice).

(vi) Method of payments. Partial pay-
ments may be requested in accordance
with the terms of the construction con-
tract on Form FmHA or its successor
agency under Public Law 103-354 1924
18, ‘“‘Partial Payment Estimate,” or
other professionally recognized form
that contains the architect’s certifi-
cation, approval of the owner, and con-
ditional acceptance of FmHA or its
successor agency under Public Law 103-
354 as shown in Form FmHA or its suc-
cessor agency under Public Law 103-354
1924-18.

(A) If interim financing is available
at reasonable rates and terms for the
construction period, such financing
shall be obtained. exhibit B of subpart
E of part 1944 of this chapter shall be
used to inform the interim lender that
FmHA or its successor agency under
Public Law 103-354 will not close its
loan until the project is substantially
complete, ready for occupancy, evi-
dence is furnished indicating that all
bills have been paid or will be paid at
loan closing for work completed on the
project, all inspections have been com-
pleted and all required approvals have
been obtained from municipal and gov-
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ernmental authorities having jurisdic-
tion over the project.

Upon presentation of proper partial
payment estimates approved by the ap-
plicant and accepted by FmHA or its
successor agency under Public Law 103—
354, the interim lender may advance
construction funds in accordance with
the payment terms of the contract. It
is suggested that partial payments not
exceed 90 percent of the value of work
in place and materials suitably stored
on site.

(B) When interim financing is not
available, payments will be made in ac-
cordance with §1924.6(a)(12) of this sub-
part.

(vii) Ezxception to competitive bidding—
(A) For all applicants. An applicant may
negotiate a construction contract pro-
vided the State Director grants an ex-
ception and documentation shows that:

(I) The contract price is competitive
with other projects similar in construc-
tion and design being built in the area.

(2) The proposed contractor is experi-
enced in construction of projects of
similar size, scope, and complexity,
and is recognized as a reliable builder.

(3) The proposed development work
meets all requirements of this subpart.

(4) If appropriate for nonprofit orga-
nizations and public bodies, the appli-
cant provides a copy of a duly author-
ized resolution by its governing body
requesting FmHA or its successor
agency under Public Law 103-354 to
permit awarding the construction con-
tract without formal bidding.

(5) The applicant is permitted by
state law, local law and/or organiza-
tional by-laws to negotiate a construc-
tion contract.

(6) The requirements of paragraphs
(e)(1) (ii), (dii), (iv) and (v) of this sec-
tion are met.

(B) In considering an exception to
competitive bidding, the following ad-
ditional steps will be taken in all cases.

(1) If, after a full review of the case
documents by the appropriate members
of the State Office staff, the State Di-
rector determines that the require-
ments have been met and the costs are
reasonable, an exception to competi-
tive bidding may be granted. Written
documentation of the State Office re-
view results will be placed in the appli-
cation file.
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(2) If after the full review by the
State Office staff, the State Director
determines that the negotiated con-
tract price is not competitive with
other similar projects in construction
and design being built in the area, the
applicant will be requested to competi-
tively bid the construction of the
project in accordance with paragraph
(e)(1)(i) of this section.

(3) If there is no agreement by FmHA
or its successor agency under Public
Law 103-354 and the applicant as to the
construction cost, the State Director
will cease any further action on the
preapplication and inform the appli-
cant of the right to appeal in accord-
ance with subpart B of part 1900 of this
chapter.

(C) Any requests for exceptions to
competitive bidding that are not cov-
ered in this section may be submitted
to the National Office for consider-
ation.

(viii) Exception to contract method—
public body. With the approval of the
National Office, the State Director
may grant to a public body an excep-
tion to the requirement for using con-
tract method construction under the
following circumstances:

(A) The loan or grant is for repair or
rehabilitation of existing facilities and
it is not practicable to perform all
work by the contract method.

(B) The applicant has the managerial
ability and qualified employees nec-
essary to complete the work success-
fully.

(C) That applicant submits a written
request to the District Director indi-
cating:

(I) The scope of work and construc-
tion timetable;

(2) What phases of work can be con-
tracted and what cannot;

(3) Why is it not practicable to con-
tract all phases;

(4) Management ability and employee
qualifications for performing the work;

(5) Proposed method of fund control
and frequency of payments;

(6) How changes in scope of work and
construction timetable will be ap-
proved; and,

(7) Proposed method of certifying
progress and requesting payments.

(D) The request, recommendations of
the District Director, appropriate
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members of the State Office staff and
the State Director and the application
file will be sent to the National Office.

(2) Owner-builder method. This method
of development is used only when re-
quested by profit or limited profit RRH
applicants when the applicant or any of
its controlling principals (such as
stockholders, members, partners other
than limited partners, directors, or of-
ficers), are general contractors by pro-
fession, and will serve as the builder of
the project without a written construc-
tion contract. The State Director may
make an exception to the contract
method of construction and authorize
proceeding by the owner-builder meth-
od of construction in accordance with
the provisions of this section if the
amount of the loan(s) does not exceed
the State Director’s approval author-
ity. For projects over the State Direc-
tor’s authority, prior written consent
of the National Office is required. In
such cases, the drawings, specifica-
tions, cost estimates, copy of the State
Architect/Engineer’s review and de-
tailed information on the applicant’s
qualifications will be submitted to the
National Office along with the State
Director’s recommendations.

(i) The applicant’s request to con-
struct a project by the owner-builder
method of construction shall be in the
form of a letter giving specific and de-
tailed information concerning the
owner-builder’s proposal, and the quali-
fications and past experience of the
owner-builder. The following informa-
tion must be included with the request:

(A) A resume indicating the owner-
builder’s history, ability, and experi-
ence.

(B) Dated and signed financial state-
ments on the owner-builder’s operation
(including balance sheets and state-
ments of income and expense) from
current and prior years indicating the
payment status of the owner-builder’s
accounts and any contingent liabilities
that may exist. FmHA or its successor
agency under Public Law 103-354 per-
sonnel will be responsible for analyzing
the financial statement as to the suffi-
ciency of the owner-builder’s financial
capability to carry out construction.
The financial strength must dem-
onstrate the ability of the owner-build-
er to pay all bills prior to receiving
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periodic draws of funds from the lend-
er.

(C) A written, dated, and signed
statement agreement to provide any
funds necessary in excess of the appli-
cant’s contribution and the loan
amount to complete the project.

(D) A credit report (obtained at no
expense to FmHA or its successor agen-
cy under Public Law 103-354) attesting
to the owner-builder’s credit standing.

(E) A listing of trade references that
could be contacted to substantiate the
owner-builder’s experience and good
standing.

(F) Statements from other persons
for whom the owner-builder has done
similar work, indicating the scope of
the work and that person’s evaluation
of the owner-builder’s performance.

(G) A current, dated, and signed
trade-item cost breakdown of the esti-
mated total development cost of the
project which has been prepared by the
applicant/owner-builder. Form FmHA
or its successor agency under Public
Law 103-354 1924-13 will be used for this
purpose. If cost certification services
are required by FmHA or its successor
agency under Public Law 103-354, the
cost of such services may be included
in the total development cost of the
project. Any subcontractor, material
supplier, or equipment lessor sharing
an identity of interest with the appli-
cant/owner-builder as defined in
§1924.4(i) of this subpart must also pro-
vide a trade-item cost breakdown of
the proposed amount.

(H) Prior to the start of construction,
the owner-builder and any subcon-
tractor, material supplier, or equip-
ment lessor sharing an identity of in-
terest must submit, to the CPA or
LPA, the accounting system that the
owner-builder, subcontractor, material
supplier or equipment lessor and/or the
CPA or LLPA proposes to set up and use
in maintaining a running record of the
actual cost. In order to be acceptable,
the owner-builder must provide a writ-
ten assertion that it has an accounting
system that is suitably designed to
provide for a trade-item basis compari-
son of the actual cost as compared to
the estimated cost submitted on Form
FmHA or its successor agency under
Public Law 103-354 1924-13. Costs per-
taining to a specific line item will be
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set up in the accounting system for
that particular account. For instance,
only costs of materials, supplies, equip-
ment, and labor associated with con-
crete will be shown in the concrete ac-
count. The accounting system must
also restrict costs to those pertaining
to a specific project so that costs from
multiple projects will not be co-min-
gled. The independent CPA or LPA
shall report on the owner-builder’s as-
sertion in accordance with the Stand-
ards for Attestation Engagements of
the AICPA. The owner-builder’s and
the CPA or LPA’s reports on the ac-
counting system shall be provided to
FmHA or its successor agency under
Public Law 103-354 by the owner-build-
er.

(I) A written, dated, and signed state-
ment agreeing to permit U.S. Depart-
ment of Agriculture, the Comptroller
General of the United States, or any of
their duly authorized representatives,
to have access to any books, docu-
ments, papers, and records which are
directly pertinent to the specific Fed-
eral program for the purpose of making
audit, examination, excerpts and tran-
scriptions.

(ii) In order to grant an exception to
the contract method of construction
and proceed with the owner-builder
method of construction, the State Di-
rector must determine that the fol-
lowing conditions exist:

(A) The applicant or at least one of
its principals is a fully qualified and li-
censed (if necessary under applicable
local law) builder by profession, has
adequate experienc