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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..............................................................as of January 1
Title 17 through Title 27 .................................................................as of April 1
Title 28 through Title 41 ..................................................................as of July 1
Title 42 through Title 50.............................................................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 (LSA),’’
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 (LSA) 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.
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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

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00001 Fmt 8008 Sfmt 8008 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00002 Fmt 8008 Sfmt 8008 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



3

Subtitle B—Regulations of
the Department of

Agriculture—Continued
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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 Page
1900 General .................................................................... 7
1901 Program-related instructions ................................. 19
1902 Supervised bank accounts ....................................... 58
1904 Loan and grant programs (individual) [Reserved]
1910 General .................................................................... 70
1922 [Reserved]
1924 Construction and repair .......................................... 83
1925 Taxes ....................................................................... 184
1927 Title clearance and loan closing ............................. 185
1930 General .................................................................... 195
1931–1939 [Reserved]
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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 Definitions.
1900.52 General.
1900.53 Applicability.
1900.54 Effect on assistance pending appeal.
1900.55 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 processing/serv-

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.).

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,
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7 CFR Ch. XVIII (1–1–02 Edition)§ 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.

(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
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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.

(l) 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.

(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
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7 CFR Ch. XVIII (1–1–02 Edition)§ 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.

[55 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;

(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:
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RHS, RBS, RUS, FSA, USDA Pt. 1900, Subpt. B, Exh. B–1

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.

(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 (7 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)

llllllllllllllllllllllll

Date
Dear llllll:
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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) llllll, postmarked no
later than (month) lllll, (date)
lllll.

(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,
llllllllllllllllllllllll

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

(Title)

[55 FR 9874, Mar. 16, 1990]

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)

llllllllllllllllllllllll

Date
Dear llllll:
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
llllll, postmarked no later than
(month) llllll, (date) llllll

(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,
llllllllllllllllllllllll

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

(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)

llllllllllllllllllllllll

Date
Dearllllll:
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)lllll, (date)
llll (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,

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)

llllllllllllllllllllllll

Date
Dear llllll:
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) llllll, postmarked no later than
(month) llllll, (date) llllll,
(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,
llllllllllllllllllllllll

(State Director)

[55 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)

llllllllllllllllllllllll

(Date)
Dear llllll:
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

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 llll 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) llll, (date) llll

(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,
llllllllllllllllllllllll

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

(Title)

[55 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) llll,’’; how-
ever, because ‘‘(month) llll’’ 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 Supervisor .................................... National Appeals Staff Hearing Officer .... State Director and/or Director, National
Appeals Staff.

County Committee .................................... National Appeals Staff Hearing Officer .... State Director and/or Director, National
Appeals Staff.

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

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

*State Director, *Regional Director .......... As appointed by Director, National Ap-
peals Staff.

Director, National Appeals Staff.

Division Director or Assistant Adminis-
trator.

As appointed by Director, National Ap-
peals Staff.

Director, National Appeals Staff.

Assistant Administrator ............................. As appointed by Director, National Ap-
peals Staff.

Director, National Appeals Staff.
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HEARING/REVIEW OFFICER DESIGNATIONS—Continued

Decisionmaker or decision Hearing officer Review officer

Deputy or Associate Administrator ........... As appointed by Director, National Ap-
peals Staff.

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-

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–
354, 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.

(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 Definitions.
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–
354. 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,
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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. All 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

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 notify 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

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 handling—proc-
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

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 Purpose.
1901.252 Policy.
1901.253 Definitions.
1901.254 Scope.
1901.255 Historical and archeological assess-

ments.
1901.256–1901.258 [Reserved]

VerDate 11<MAY>2000 12:51 Feb 04, 2002 Jkt 197021 PO 00000 Frm 00019 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm04 PsN: 197021T



20

7 CFR Ch. XVIII (1–1–02 Edition)§ 1901.201

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 Purpose.
1901.502 Policy.
1901.503 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.
1901.653 Field action.
1901.654 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.S.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

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,

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
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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

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-

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

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 properties
under an exclusive listing contract, one
year 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.

(7) 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.

(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 loans and/or
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
XIII 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.
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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-

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 borrower’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 noncompli-
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-
zations (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

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 noncompliance 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
103–354 400–4 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

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.

(3) The County Supervisor or the re-
sponsible FmHA or its successor agency
under Public Law 103–354 official will: (i)
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

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 E).

(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 $50,000 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:

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00029 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



30

7 CFR Ch. XVIII (1–1–02 Edition)Pt. 1901, Subpt. E, Exh. A

(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 E).

(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. Each 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, and telephone
number of complainant.

(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.

Recipient Case No.
Type of
assist-
ance 1

Date of review

Sam H. Smith .... 99–05–7031
(rec.).

OL Jan. 3, 1975.

John A. Jones ... 99–05–8764 ... RL Feb. 17, 1975.
Medina Housing

Association.
99–05–9176

grant.
TA Mar. 5, 1975.

1 Indicate 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.

I. 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**

1.
2.
3.

*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-

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

1.
2.
3.

llllllllllllllllllllllll

State Director.

(7 U.S.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

To: 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: llllllllllll

Address: lllllllllllllllllll

Telephone Number: lllllllllllll

Employer’s Identification Number: lllll

2. Contract for: ll $lllll

Starting Date: lllllllllllllll

Completion Date: llllllllllllll

Contract Number: llllllllllllll

City: lllllllllllllllllllll

DOL Region: llllllllllllllll

[52 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-

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

Timetable Goals
(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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1 Region 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.

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.

REGION 1

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 ...................................... 5.0

REGION II

BUFFALO, NY AREA

Area covered— Erie County and Buffalo,
NY.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice ....... All ............................... 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-

hangers.
8.8–12.8

Plasterers .......................... 17.0–19.0
Plumbers/pipefitters/steam-

fitters.
8.4–10.5

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 ...................................... 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 ...................................... 6.0–8.0

WESTCHESTER, NY AREA

Area covered— Westchester County, NY.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 11–13
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REGION III

STATE OF DELAWARE AREA

Area covered— State of Delaware.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 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 ........................ 22–26
Plumbers and pipefitters ... 20–24
Steamfitters ....................... 20–24
Sheetmetal workers .......... 19–23
Electrical workers .............. 19–23
Elevator construction work-

ers.
19–23

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.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice Electricians ........................ 28.0–34.0
Painters and paperhangers 35.0–42.0
Plumbers, pipefitters and

steamfitters.
25.0–30.0

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 ............................. 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

Until further notice All ...................................... 20–24

CHARLOTTE, NC, AREA

Area covered— Mecklenburg and Union
Counties, NC.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 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 ...................................... 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 ...................................... 20.0–40.0

NASHVILLE, TN, AREA

Area covered— City of Nashville, TN.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 16.0–20.0

REGION V

AKRON, OH, AREA

Area covered— Summit, Portage, and Me-
dina Counties, OH.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 10.0–12.5

CANTON, OH, AREA

Area covered— Carroll, Holmes, Stark,
Tuscarawas, and Wayne Counties, OH.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 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 .......... (1)

1 15.7 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]

Timetable Trade Goal

Until further notice Asbestos workers .............. 9.3–12.2
Boilermakers ..................... 8.0–8.4
Carpenters ......................... 9.0–10.7
Elevator constructors ........ 10.2–12.7
Engineers (stationary) ....... 26.9–28.4
Floor layers ....................... 9.0–10.5
Glaziers ............................. 9.1–11.1
Lathers .............................. 9.3–10.6
Marble, tile and terrazzo

workers and helpers.
8.3–9.9

Millwrights .......................... 9.1–10.3
Painters ............................. 11.0–13.5
Pipefitters .......................... 10.0–12.0
Plasterers .......................... 8.7 to 9.6
Plumbers ........................... 10.0–12.7
Sheetmetal workers .......... 10.1–11.3
All other ............................. 11.0–11.8

CLEVELAND, OH, AREA

Area covered— Ashland, Ashtabula,
Crawford, Cuyahoga, Erie, Geauga, Huron,
Lake, Lorain, Sandusky, and Seneca Coun-
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-

ers.
15.0–17.8

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 ...................................... 6.3–7.6

FORT WAYNE, IN, AREA

Area covered— Adams, Allen, DeKalb, Hun-
tington, LaGrange, Noble, Steuben, Wells,
and Whitley Counties, IN.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice Plumbers ........................... 5.2–5.5
Steamfitters ....................... 5.2–5.5
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 ...................................... 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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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.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 10.0–12.0

SOUTH BEND, IN, AREA

Area covered— St. Joseph, County, IN.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 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 ...................................... 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 ...................................... 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.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 25.6–30.6

NEW ORLEANS, LA.

Area covered—Parishes of Orleans, Jeffer-
son, St. Bernard, St. Tammany, St. Charles,
St. John, Lafourche, Plaquemines, Wash-
ington, Terrebonne, Tangipahoa,1 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 ................ 21.5–22.5
Floor covers ...................... 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.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00036 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



37

RHS, RBS, RUS, FSA, USDA Pt. 1901, Subpt. E, Exh. D

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice Asbestos workers .............. 10.3–11.7
Boilermakers ..................... 5.9–6.4
Bricklayers ......................... 19.4–20.7
Carpenters ......................... 5.9–6.9
Carpet, linoleum and resil-

ient floor decorators.
5.5–6.4

Cement masons ................ 25.5–26.5
Elevator constructors ........ 9.2–10.7
Electricians ........................ 8.0–9.4
Glaziers ............................. 9.8 to 10.5
Lathers .............................. 14.5–15.6
Marble masons, tile layers

and terrazzo workers.
7.5–9.0

Marble and tile helpers ..... 4.8–5.6
Operating engineers .......... 9.0–10.9
Painters ............................. 14.3–15.0
Pipefitters .......................... 6.9–7.7
Plasterers .......................... 19.0–20.4
Plumbers ........................... 8.3–9.3
Roofers .............................. 14.0–15.0
Sheetmetal workers .......... 7.0–8.0
Teamsters ......................... 25.0–26.0
All other trades .................. 11.4–12.5

OMAHA, NE

Area covered—Sharpy and Douglas Coun-
ties, NE, Council Bluffs, IA (city limits
only).

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 9.0–10.0

ST. LOUIS, MO

Area covered—City of St. Louis, Mo., and
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-

ishers.
13.3–16.6

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

workers.
8.8–10.4

TOPEKA, KS

Area covered—Shawnee County, KS.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 8.8–10.5

REGION VIII

COLORADO

Area covered—State of Colorado

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 13–14

REGION IX

ALAMEDA COUNTY, CA, AREA

Area covered—Alameda County, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 28.5–33.0

ARIZONA

Area covered— State of Arizona.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 25.0–30.0

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 ...................................... 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,

painters, tapers and
wallcoverers.

16.3–17.7

Plasterers .......................... 24.6–27.2
Plumbers and pipefitters ... 15.2–16.2
Sheet metal workers ......... 16.2–17.7
Wood, wire and metal lath-

ers.
18.1–19.3

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

Until further notice All ...................................... 21.7–25.1

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 All ...................................... 27.0–29.8

NORTH BAY, CA

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

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 10.5–12.6

SACRAMENTO, CA

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

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 ...................................... 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 ........................ 17.0
Plumbers, pipefitters and

steamfitters.
14.0

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 All ...................................... 18.0–21.7

SANTA CRUZ COUNTY, CA

Area covered.— Santa Cruz County, CA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 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 ...................................... 5.5–6.5

SEATTLE, WA

Area covered—King County, WA.

GOALS AND TIMETABLES
[In percent]

Timetable Trade Goal

Until further notice All ...................................... 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 ...................................... (1)

1 2.0 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 ...................................... 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 LABOR (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,
3535 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–
354 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

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

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.

(l) 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.

(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

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 (c)(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-

tect, or mitigate any damage to prop-
erties having HA significance.

§ 1901.260 Coordination with other
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.

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 7th Streets, Post Office
Box 5700, San Francisco, Calif. 94104.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00044 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



45

RHS, RBS, RUS, FSA, USDA § 1901.503

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—Certificates 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.

[51 FR 24301, July 3, 1986]

§ 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) Fixed 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–
354.

(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

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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(7) 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

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-

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.

(5) 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-

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.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00049 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



50

7 CFR Ch. XVIII (1–1–02 Edition)§ 1901.506

(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–
354 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-

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.’’,

‘‘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

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

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 notes 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,

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 notes 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

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)(i), (b)(2)(ii), (b)(3)(i) and
(b)(3)(ii) 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.

(5) 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.

(c) 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

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) Each 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.
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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 supervised bank ac-

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

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

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 borrowers, 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-

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

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 lllll.

(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. All 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:

(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.

(3) 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.

(5) 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.

[59 FR 3778, Jan. 27, 1994]

§ 1902.5 [Reserved]

§ 1902.6 Establishing supervised bank
accounts.

(a) Each 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-

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-

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; 53 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

banking day following the date of loan
closing.

(4) Grant funds will be deposited
when such funds are delivered.

(5) 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 llll.

(7) 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 llll.

(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-

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.

(ii) 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.
llllllllllllllllllllllll

(Title)

llllllllllllllllllllllll

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

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.

[53 FR 35671, 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.

(c) 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 (LH) 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

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.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00067 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



68

7 CFR Ch. XVIII (1–1–02 Edition)§ 1902.16

(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.

(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 [Reserved]

§ 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
0575–0158. Public reporting burden for
this collection of information is esti-
mated to vary from 5 minutes to 11⁄2
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]

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 lllll re-
ferred to as the ‘‘Depositor,’’ are now on de-
posit with the lllll, referred to as the
‘‘Financial Institution,’’ under a Deposit
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Agreement, dated lllll, 19ll, 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 llll Dollars
($llll ) of the funds subject to that De-
posit Agreement in interest-bearing deposits
as follows:

$ llll for a period of lllll months
at lllll % interest.

$ llll for a period of lllll months
at lllll % interest.

$ llll for a period of lllll months
at lllll % 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 llll day of llll,
19ll.
UNITED STATES OF AMERICA
By: lllllllllllllllllllll

County Supervisor
Farmers Home Administration or its suc-
cessor agency under Public Law 103–354
U.S. Department of Agriculture
llllllllllllllllllllllll

(Depositor)
By: lllllllllllllllllllll

Title: llllllllllllllllllll

Accepted on the above terms and condi-
tions this llll day of llll, 19ll.
llllllllllllllllllllllll

(Financial Institution)
llllllllllllllllllllllll

(Office or Branch)

By: lllllllllllllllllllll

Title: llllllllllllllllllll

[53 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.

[53 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.

[53 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.

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.

[53 FR 35671, Sept. 14, 1988, as amended at 55
FR 21524, May 25, 1990; 55 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,

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 103–354 410–4, and who
are presently indebted to FmHA or its

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
103–354 410–4 (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-

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
(i)(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

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,
‘‘Estimate 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.

(l) 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-
ly 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.

[53 FR 35671, Sept. 14, 1988, as amended at 54
FR 11365, Mar. 20, 1989; 55 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]
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§ 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

(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 5-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,

‘‘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 Loan 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.

(15) 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 1945–29, ‘‘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

(19) Form FmHA 1924–1, ‘‘Develop-
ment Plan,’’ if necessary.

(20) 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.
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(c) 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.

(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.

(f) 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.’’

(i) 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-

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. Each 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

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]
(l) 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 1905–4,
‘‘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.

[53 FR 35671, Sept. 14, 1988, as amended at 55
FR 21525, May 25, 1990; 55 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
9353, 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.

(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.

[53 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.

[53 FR 35671, Sept. 14, 1988, as amended at 61
FR 35922, July 9, 1996; 62 FR 9353, Mar. 3, 1997]

§ 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
0575–0134. 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 20503.

[57 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 (FO) LOANS 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 llll

Dear llll:
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.

[57 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.

§ 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.

[55 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 Purpose.
1924.2 [Reserved]
1924.3 Authorities and responsibilities.
1924.4 Definitions.
1924.5 Planning development work.
1924.6 Performing development work.
1924.7 [Reserved]
1924.8 Development work for modular/

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

BOND
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

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.

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 Purpose.
1924.102 General policy.
1924.103 Scope.
1924.104 Definitions.
1924.105 Planning/performing development.
1924.106 Location.
1924.107 Utilities.
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.
1924.259 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]
1924.265 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.

[53 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-

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).

(i) 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

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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(l) 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.

(o) 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.

[52 FR 8002, Mar. 13, 1987, as amended at 59
FR 6882, Feb. 14, 1994]

§ 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 (d)(1)(i)(E)(1) or (2) of this
section:

(1) 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:

(i) 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,

(ii) The adopted development stand-
ard shall include any building, plumb-
ing, mechanical or electrical code
adopted by the state, if determined by

the Administrator to be acceptable, or,
if not available,

(iii) 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:

(1) 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:

(1) 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.

(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. (i)
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

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) Local 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:

(1) 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
(f)(1)(iii)(C) (1) 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.

(E) 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.

(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-

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-

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.

(i) 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

(5) FmHA or its successor agency
under Public Law 103–354 does not guar-
antee that the cost will be paid.

[52 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 development
work.

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-

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-

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)(i)(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–
354. Payments may be made to the con-
tractor in accordance with paragraph
(a)(12)(i)(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:

(1) 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

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 15b,
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.

(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

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–
354 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
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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

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.

(1) If such releases cannot be ob-
tained, the funds may be disbursed pro-
vided all the following can be met:

(i) Release statements to the extent
possible are obtained;

(ii) 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

(iii) 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

(ii) 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

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.

(ii) 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

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.

[52 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

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 of development
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–
354 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
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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 lath, wallboard and finish
flooring.

(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.

(5) 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.

(c) 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

acceptance by FmHA or its successor
agency under Public Law 103–354.

[52 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 the
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
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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

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 (c)(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.
(5) 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.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00104 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



105

RHS, RBS, RUS, FSA, USDA § 1924.12

(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 of development
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-

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.

[52 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(o)(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

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.

(3) 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 nonarchitectural 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)(5) 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 lllllllllllllllllllll

FmHA or its successor agency under Public
Law 103–354 Approval Official lllllll

Title lllllllllllllllllllll

(5) Specific services. Architectural
services will include six consecutive
phases as follows:

(i) 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.

(E) 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:

(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

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00107 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



108

7 CFR Ch. XVIII (1–1–02 Edition)§ 1924.13

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

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.

(c) 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-

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:

(1) 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.

(E) 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–
354 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 Provisions
[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.

(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 1924–6 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 1924–6, 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 lllllllllllllllllllll

llllllllllllllllllllllll

FmHA or its successor agency under Public
Law 103–354 Official
llllllllllllllllllllllll

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

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:

(1) 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:

(1) 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.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00111 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



112

7 CFR Ch. XVIII (1–1–02 Edition)§ 1924.13

(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–
354 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

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
1924–26, ‘‘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-

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-

sure Certificate’’ and FmHA or its suc-
cessor agency under Public Law 103–354
1944–31, ‘‘Identity of Interest (IOI)
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 development
work.

(1) 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:

(i) 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

(ii) 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:
(i) 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
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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-

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) Exception 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:

(1) 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), (iii), (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:

(1) 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

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 LPA 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

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 experience in constructing
the type of units proposed as well as
projects of similar size, scope, and
complexity and will be able to com-
plete the work in accordance with the
FmHA or its successor agency under
Public Law 103–354 approved drawings
and specifications.

(B) Based upon the information pre-
sented in the applicant’s financial
statements, the applicant is presently
able and is likely to continue to be able
to provide any funds necessary in ex-
cess of the applicant’s contribution and
the loan amount to complete the
project.

(C) The total development cost of the
project does not exceed that which is
typical for similar type projects in the
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area. The total development cost rec-
ognized by FmHA or its successor
agency under Public Law 103–354 for
each individual case will be determined
by the MFH Coordinator with the ad-
vice of the State Architect.

(D) The owner-builder has provided
sufficient information on all contracts
or subcontracts in excess of $10,000 to
permit compliance with
§ 1924.6(a)(11)(iv) of this subpart.

(iii) In addition to the requirements
for the State Director to authorize the
owner-builder method of construction
as indicated in § 1924.13(e)(2) (i) and (ii)
of this subpart, the following addi-
tional steps will be taken by the State
Director.

(A) 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 construc-
tion cost is reasonable, an exception to
competitive bidding may be granted.
Written documentation of the State Of-
fice review results will be placed in the
application file.

(B) If, after the full review by the
State Office staff, the State Director
determines that the construction cost
is not competitive with other similar
projects in construction and design
being built in the area, the applicant
will be requested to competitively bid
the construction of the project in ac-
cordance with paragraph (e)(1)(i) of
this section.

(C) If there is no agreement by FmHA
or its successor agency under Public
Law 103–354 and the applicant as to
construction cost and the applicant is
not agreeable to any of the aforemen-
tioned alternatives, 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.

(iv) The development cost of the
project may include a typical allow-
ance for general overhead, general re-
quirements and a builder’s profit.
These amounts may be determined by
local investigation and also from HUD
data for the area. The applicant/owner-
builder and any subcontractors, mate-
rial suppliers and equipment lessors
having or sharing an identity of inter-

est with the applicant/owner-builder
may not be permitted a builder’s prof-
it, general overhead, and general re-
quirements which exceed the amounts
represented on their cost breakdown.

(v) Under no circumstances will loan
funds be used to pay the owner/builder
or its stockholders, members, directors
or officers, directly or indirectly, any
profits from the construction of the
project except a typical builder’s fee
for performing the services that would
normally be performed by a general
contractor under the contract method
of construction. Discounts and rebates
given the owner-builder in advance
must be deducted before the invoices
are paid. If discounts or rebates are
given after the invoices are paid, the
funds must be returned to the super-
vised bank account or applied on the
interim construction loan, as appro-
priate. Under no circumstances will the
dollar amount be placed in the reserve
account.

(vi) The plan and specifications must
be specific and complete so that there
is a clear understanding as to how the
facility will be constructed and the
materials that will be used.

(vii) When architectural services are
required by § 1924.13(a) during the con-
struction and warranty phases they
must be provided by an architect who
has no identity of interest with the ap-
plicant/owner-builder. The services to
be rendered during the construction
and warranty phases include, but are
not limited to inspections, changes in
the scope of project or work to be done,
administration of construction ac-
counts, rejection of work and materials
not conforming to the FmHA or its
successor agency under Public Law 103–
354 approved drawings and specifica-
tions, and other appropriate service
listed in § 1924.13(a)(5) (v) and (vi) of
this subpart.

(viii) The applicant/owner-builder
and any subcontractor, material sup-
plier, or equipment lessor sharing an
identity of interest as defined in
§ 1924.4(i) of this subpart must each pro-
vide certification as to the actual cost
of the work performed in connection
with the construction of the project on
Form FmHA or its successor agency
under Public Law 103–354 1924–13 prior
to final payment. The construction
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costs, as reported on Form FmHA or
its successor agency under Public Law
103–354 1924–13, must be audited by a
CPA, or LPA licensed on or before De-
cember 31, 1970, in accordance with
Government Auditing Standards, and
certain agreed upon procedures (avail-
able in any FmHA or its successor
agency under Public Law 103–354 office)
performed in accordance with Attesta-
tion 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 certifi-
cation. In that event, documentation
necessary to have the costs of con-
struction certified by an FmHA or its
successor agency under Public Law 103–
354 contractor that they were the ac-
tual costs of the work performed, as re-
ported on Form FmHA or its successor
agency under Public Law 103–354 1924–
13, will be provided. Funds which were
included in the loan for cost certifi-
cation 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.

(A) The CPA or LPA’s audit, per-
formed in accordance with Government
Auditing Standards, will include such
tests of the accounting records and
such other auditing procedures of the
applicant/owner-builder (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 connection with the construc-
tion of the project 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. Upon com-
pletion of construction and prior to
final payment, the CPA or LPA will
provide an opinion as to whether the
construction costs as reported on Form
FmHA or its successor agency under
Public Law 103–354 1924–13 present fair-
ly the costs of construction in con-
formity with eligible construction
costs as prescribed in FmHA or its suc-
cessor agency under Public Law 103–354
regulations. FmHA or its successor
agency under Public Law 103–354 re-
serves the right to determine, upon re-
ceipt 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. At a minimum, the CPA or
LPA shall also perform any additional
agreed upon procedures (available in
any FmHA or its successor agency
under Public Law 103–354 office) speci-
fied by FmHA or its successor agency
under Public Law 103–354, performed in
accordance with Attestation Stand-
ards, of the owner-builder (and any
subcontractor, material supplier, or
equipment lessor sharing an identity of
interest) concerning the work per-
formed, services rendered, and mate-
rials supplied in connection with the
construction. There will exist no busi-
ness relationship between the CPA or
LPA and the borrower except for the
performance 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.

(B) Prior to final payment to anyone
required to cost certify, FmHA or its
successor agency under Public Law 103–
354 must be provided with a certifi-
cation and a trade-item breakdown
showing the actual cost compared to
the estimated cost furnished in accord-
ance with paragraph (e)(2)(i)(G) of this
section. 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
certification required of the applicant/
owner-builder prior to final payment.
The amounts for builder’s general over-
head, general requirements, and build-
er’s profit shall not exceed the
amounts represented on the estimate
of cost breakdown provided in accord-
ance with paragraph (e)(2)(i)(G) of this
section for the owner-builder or any
subcontractor, material supplier, or
equipment lessor having or sharing an
identity of interest with the applicant/
owner-builder. Final payment to the
owner-builder will be adjusted, if nec-
essary, to assure that the amounts
shown on the certificate of actual cost
do not exceed the amounts represented
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on the cost breakdown. 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 or decreases. The State Di-
rector may require documentation for
increases or decreases of less than 15
percent, if he/she determines it nec-
essary. This information will be re-
quired with the cost certification.

(C) Subcontracting development
work.

(1) Owner-builders will not be allowed
to obtain a profit and overhead unless
they are performing actual construc-
tion. ‘‘Actual construction’’ means
‘‘work’’ as defined in AIA documents:
‘‘* * * labor, materials, equipment, and
services provided by the contractor to
fulfill the contractor’s obligations.’’
Under this definition, owner-builders
who choose to subcontract out con-
struction of the project to another con-
tractor will not obtain a builder’s fee
(general overhead and profit) when:

(i) More than 50 percent of the total
cost of the building construction is
subcontracted to one subcontractor,
material supplier, or equipment lessor,
and/or

(ii) 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:
(i) The 50 percent rule will apply

when division of the amount of the
largest subcontract by the total
amount of the building cost results in
more than 50 percent.

(ii) The 75 percent rule will apply
when division of the sum of the
amounts of the three largest sub-
contracts by the total building cost re-
sults in 75 percent or more.

(D) 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).

(ix) Requests for payment for work
performed by the owner-builder meth-
od, shall be permitted to the FmHA or
its successor agency under Public Law
103–354 District Director for review and
approval prior to each advance of funds
in order to insure that funds are used
for authorized purposes. Requests for
payment shall be made on Form FmHA
or its successor agency under Public
Law 103–354 1924–18 or other profes-
sionally recognized form containing
the following certification to FmHA or
its successor agency under Public Law
103–354:

The undersigned certifies that the work
has been carefully inspected and to the best
of their knowledge and belief, the quantities
shown in this estimate are correct and the
work has been performed in accordance with
the contract documents.
llllllllllllllllllllllll

(Name of Architect)
By: lllllllllllllllllllll

llllllllllllllllllllllll

(Title (Date)
Approved by Owner’s Representative: By: l

llllllllllllllllllllllll

(Title)
Accepted by FmHA or its successor agency

under Public Law 103–354 Representative:
By: llllllllllllllllllll

llllllllllllllllllllllll

(Title)
The review and acceptance of partial pay-

ment estimates by FmHA or its successor
agency under Public Law 103–354 does not at-
test to the correctness of the quantities
shown or that the work has been performed
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in accordance with the plans and specifica-
tions.

(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 complete,
ready for occupancy, evidence is fur-
nished indicating that all bills have
been paid for work completed on the
project, all inspections have been com-
pleted and all required approvals have
been obtained from any governmental
authorities having jurisdiction over
the project. Upon presentation of prop-
er partial payment estimates con-
taining an estimate of the value of
work in place which has been prepared
and executed by the owner-builder, cer-
tified by the applicant’s architect, and
accepted by FmHA or its successor
agency under Public Law 103–354, the
interim lender may advance construc-
tion funds in accordance with the pro-
visions of this section. It is suggested
that the partial payment not exceed 90
percent of the value of work in place
and material suitably stored on site.

(B) If interim financing is not avail-
able, partial payments not to exceed 90
percent of the value of work in place
and materials suitably stored on site
may be made to the owner-builder for
that portion of the estimated cost of
development guaranteed by a letter of
credit or deposits meeting the require-
ments of § 1924.6(a)(3)(iii) (A), (B) or (C)
of this subpart. Partial payments may
not exceed 60 percent of the value of
work in place in all other cases. The
determination of the value of work in
place will be based upon an application
for payment containing an estimate of
the value of work in place which has
been prepared and executed by the
owner-builder, certified by the bor-
rower’s architect, and accepted by
FmHA or its successor agency under
Public Law 103–354. Prior to receiving
the first partial payment, the owner-
builder must submit a schedule of
prices or values of the various trades or
phases of the work aggregating the
total development cost of the project
as required in § 1924.13(e)(2)(i) (G) and

(H) of this subpart. Each application
for payment must be based upon this
schedule, and show the total amount
owed and paid to date for materials and
labor procured in connection with the
project. With each application for pay-
ment, the owner-builder must also sub-
mit evidence showing how the re-
quested partial payment is to be ap-
plied, evidence showing that previous
partial payments were properly ap-
plied, and a signed statement from the
applicant’s attorney, title insurance
company, or local official in charge of
recording documents certifying that
the public records have been searched
and that there are no liens of record.
When the District Director has reason
to believe that partial payments may
not be applied properly, checks will be
made payable to persons who furnish
materials and labor for eligible pur-
poses in connection with the project.

(x) Under no circumstances shall
funds be released for final payment or
to pay any items of the builder’s profit
until the project is 100 percent com-
plete, ready for occupancy, and the
owner-builder has completed and prop-
erly executed Form FmHA or its suc-
cessor agency under Public Law 103–354
1924–13 or complied with the cost cer-
tification procedures of
§ 1924.13(e)(2)(viii) of this subpart.

[52 FR 8002, Mar. 13, 1987; 52 FR 26139, July 13,
1987, as amended at 53 FR 2155, Jan. 26, 1988;
59 FR 6882, Feb. 14, 1994; 61 FR 56116, Oct. 31,
1996]

§§ 1924.14–1924.48 [Reserved]

§ 1924.49 State supplements.
State Supplements or policies will

not be issued or adopted to either sup-
plement or set requirements different
from those of this subpart, unless spe-
cifically authorized in this subpart,
without prior written approval of the
National Office.

§ 1924.50 OMB control number.
The reporting and recordkeeping re-

quirements contained in this regula-
tion have been approved by the Office
of Management and Budget (OMB) and
have been assigned OMB control num-
ber 0575–0042. Public reporting burden
for this collection of information is es-
timated to vary from 5 minutes to 4
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hours per response, with an average of
37 minutes per response, including time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing this
burden, to U.S. Department of Agri-
culture, Clearance Officer, OIRM, AG
Box 7630, Washington, DC 20250; and to
the Office of Management and Budget,
Paperwork Reduction Project (OMB
#0575–0042), Washington, DC 20503.

[59 FR 6885, Feb. 14, 1994]

EXHIBIT A TO SUBPART A—ESTIMATED
BREAKDOWN OF DWELLING COSTS
FOR ESTIMATING PARTIAL PAYMENTS

[In percent]

With
slab on
grade

With
crawl
space

With
base-
ment

1. Excavation ....................... 3 5 6
2. Footings, foundations col-

umns ................................ 8 8 11
3. Floor slab or framing ....... 6 4 4
4. Subflooring ...................... 0 1 1
5. Wall framing, sheathing .. 7 7 6
6. Roof and ceiling framing,

sheathing ......................... 6 6 5
7. Roofing ............................ 5 5 4
8. Siding, exterior trim,

porches ............................ 7 7 6
9. Windows and exterior

doors ................................ 9 9 8
10. Plumbing—roughed in ... 3 2 3
11. Sewage disposal ........... 1 1 1
12. Heating—roughed in ..... 1 1 1
13. Electrical—roughed in ... 2 2 2
14. Insulation ....................... 2 2 2
15. Dry wall or plaster ......... 8 8 7
16. Basement or porch floor,

steps ................................ 1 1 6
17. Heating—finished .......... 3 3 3
18. Flooring ......................... 6 6 5
19. Interior carpentry, trim,

doors ................................ 6 6 5
20. Cabinets and counter

tops .................................. 1 1 1
21. Interior painting ............. 4 4 3
22. Exterior painting ............ 1 1 1
23. Plumbing—complete fix-

tures ................................. 4 4 3
24. Electrical—complete fix-

tures ................................. 1 1 1
25. Finish hardware ............. 1 1 1
26. Gutters and downspouts 1 1 1
27. Grading, paving, land-

scaping ............................. 3 3 3

Total .......................... 100 100 100

EXHIBIT B TO SUBPART A—
REQUIREMENTS FOR MODULAR/
PANELIZED HOUSING UNITS

For the benefit of FmHA or its successor
agency under Public Law 103–354 this exhibit
prescribes evaluation, acceptance, inspection
and certification procedures formodular/
panelized housing units proposed for use in
Farmers Home Administration (FmHA) or
its successor agency under Public Law 103–
354 Rural Housing programs. It applies to
proposed development packages provided ei-
ther under a contract between an FmHA or
its successor agency under Public Law 103–
354 borrower and a single contractor or under
a conditional commitment. This exhibit also
describes the use of background information
available through the Department of Hous-
ing and Urban Development (HUD) for anal-
ysis of manufactured products. This exhibit
also applies to the evaluation of manufac-
tured farm service buildings in paragraph XI,
below. For the purpose of this exhibit, Coun-
ty Supervisor and County Office also mean
District Director and District Office, respec-
tively.

I. Applicable Standards and Manuals.
A. The HUD Handbook 4950.1, Technical

Suitability of Products Program Technical
and Processing Procedures, must be followed
by housing manufacturers to obtain accept-
ance of their products. Acceptance docu-
ments issued by HUD include: Structural En-
gineering Bulletins (SEB) on a national
basis, Area Letters of Acceptance (ALA)
which when accepted by all Area HUD Of-
fices in a HUD region will, in essence, be-
come Regional Letters of Acceptance (RLA),
Truss Connector Bulletins (TCB): and, Me-
chanical Engineering Bulletins (MEB). These
documents as well as the Use of Material
Bulletins (UM) and Materials Release Bul-
letins (MR) are addendums to the HUD Min-
imum Property Standards (MPS), Under
handbook guidelines, HUD also examines
state agency regulations concerning design,
construction and labeling of modular/
panelized housing units and designates those
states having procedures acceptable for use
under HUD programs. Modular/panelized
housing produced in these states is called
Category III and is considered technically
suitable for use without further structural
analysis.

B. All State FmHA or its successor agency
under Public Law 103–354 Offices should
maintain a close working relationship with
each HUD office in their jurisdiction to as-
sure coordination. Any deviations in struc-
ture, materials or design from HUD accept-
ance documents must comply with one of the
other applicable development standards.

II. Modular Housing Units that Require
Factory Inspections.
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Only those types which cannot be com-
pletely inspected on site are required to ob-
tain acceptance from HUD. Those that re-
ceive acceptance will be periodically factory
inspected by HUD or HUD’s designated agen-
cy, usually about every 6 months.

III. Panelized Housing Units that Do Not
Require Factory Inspections.

A. Housing completely assembled on the
building site does not require HUD accept-
ance. This includes housing that is manufac-
tured but is assembled on the site such as:
Precut pieces, log wall houses, trussed roof
rafters or floor trusses; open panel walls, and
other types that can be completely inspected
on site.

B. Housing that is assembled in local mate-
rials dealers’ yards for moving to local sites
and to be purchased by an FmHA or its suc-
cessor agency under Public Law 103–354 ap-
plicant, will be inspected during construc-
tion in the yard by the local FmHA or its
successor agency under Public Law 103–354
County representative.These units must be
constructed according to the applicable de-
velopment standard and not transported out
of the local FmHA or its successor agency
under Public Law 103–354 County Office juris-
diction. The inspection must be recorded on
Form FmHA or its successor agency under
Public Law 103–354 1924–12, ‘‘Inspection Re-
port.’’

IV. Manufacturer’s Actions Required for
Submissions to FmHA or its successor agen-
cy under Public Law 103–354 are listed in at-
tachment 1 to this exhibit B.

V. State FmHA or its successor agency
under Public Law 103–354 Office Actions
when Manufacturing Facilities are in its Ju-
risdiction. The State Office, upon receipt of
manufacturer’s submission, must:

A. Determine that the unit structural sys-
tem has been accepted by HUD as appro-
priate under HUD Handbook 4950.1 require-
ments.

B. Review the thermal characteristics and
approach of the calculations to determine
actions to be taken in compliance with para-
graph IV C of exhibit D of this subpart.

C. Review the proposal for compliance with
§ 1924.5(d)(1) of this subpart.

D. Determine that the prerequisites for
consideration of acceptance by FmHA or its
successor agency under Public Law 103–354
are met. The prerequisites include all of the
following:

1. A current acceptance document from
HUD (SEB, RLA, ALA), except for Category
III housing (modular/panelized housing that
does not have to have a Structural Engineer-
ing Bulletin as designated by HUD). In Cat-
egory III states, the state government re-
quirements for manufactured housing must
be followed.

2. A current HUD Factory Inspection Re-
port, Form No. 2051m, or in the case of Cat-
egory III housing, a copy of the inspection

report from the state government or accept-
ed third party performing the factory inspec-
tion. Each report must be made by HUD or a
HUD authorized agency, and must be no
older than 6 months.

3. A letter from the manufacturer request-
ing a review for acceptance. Enclosed with
the letter shall be all the information listed
in attachment 1 to this exhibit B.

E. Issue acceptance letters to the manufac-
turer stating the conditions of acceptance in
the format of attachment 2 to this exhibit B.
The letter shall have an attachment listing
all models accepted in the format of attach-
ment 3 to this exhibit B. A copy of the ac-
ceptance letter and list of models shall be
sent to each County Office in the state and,
when requested by the manufacturer, to each
other FmHA or its successor agency under
Public Law 103–354 State Office in which the
product is to be marketed.

F. After initial review of a submission,
maintain a master file of accepted manufac-
turers and models and review the file twice
yearly to determine the currency of the fac-
tory inspection reports and HUD or state
government acceptance documents.

G. Notify manufacturers of overdue factory
inspection reports, for acceptance of docu-
ments review and updating, using the format
of attachment 4 to this exhibit B. Accom-
panying the notification will be a temporary
acceptance sheet (Attachment 3 to this ex-
hibit B) indicating to the manufacturer that
the company models have temporary accept-
ance for 60 days. If the manufacturer pro-
vides evidence that a review is being proc-
essed by HUD, a maximum of an additional
90 days may be granted. Otherwise, the ac-
ceptance shall terminate on the last exten-
sion date and it will be necessary for the
manufacturer to resubmit as if for initial ac-
ceptance.

H. Distribute a list of added models, de-
leted models, or notice of deletion of any
manufacturer’s product to the County Of-
fices and other State FmHA or its successor
agency under Public Law 103–354 Offices as
necessary.

I. Issue an initial supply of Manufacturer’s
and Builder’s Certification forms (Attach-
ment 5 to this exhibit B) to each existing and
newly accepted manufacturer. Manufactur-
ers are to duplicate this form as necessary in
their market areas.

J. Resolve any problems with the manufac-
turer, as reported by the County Office. Ac-
tion may include coordination, FmHA or its
successor agency under Public Law 103–354
plant inspections or cancellation of accept-
ance letters when problems persist.

VI. County Office Actions:
A. When an application is received involv-

ing any of the manufacturer’s products on
the accepted list, the County Office FmHA or
its successor agency under Public Law 103–
354 authorized personnel will:
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1. Review the drawings and description of
materials described in paragraphs A and B of
attachment 1 to this exhibit B. The floor
plans and elevations must be identifiable
with the model listed in the accepted list
issued by the State Office.

2. Require the builder/dealer or manufac-
turer to provide any drawings necessary to
adapt the house to the site conditions where
the house will be located.

3. Require site plan drawing such as those
illustrated in attachments 1 and 2 to exhibit
C of this subpart (available in any FmHA or
its successor agency under Public Law 103–
354 office).

4. Inspect and identify the model delivered
against the manufacturer’s certification and
the accepted drawings and description of ma-
terials before the unit has been set on the
foundation.

5. Require the builder/dealer to certify that
the work for which the builder/dealer is re-
sponsible has been erected in compliance
with the applicable development standard.
This certification will be completed on a
copy of attachment 5 to this exhibit B, and
filed in County Office case file.

6. Observe any noncompliance with the ap-
plicable development standard or with para-
graphs IV and V of this exhibit B. In this re-
spect:

a. Minor noncompliance will be resolved by
the manufacturer through the builder/dealer.
In cases where there is no builder/dealer, the
County Office may resolve such issues with
the manufacturer directly.

b. Noncompliance that cannot be resolved
at the County Office level will be reported to
the State Office.

7. Inspect manufactured housing according
to § 1924.8(d) of this subpart.

8. Be aware that the accepted list may in-
clude many models from which loan appli-
cants may choose. No changes from accepted
model designs are permitted. The model se-
lected by an applicant should be appropriate
to the needs of that particular family in ac-
cordance with subpart A of part 1944 of this
chapter.

VII. Noncompliance Issues.
A. When minor issues are noted, the Coun-

ty Office will attempt to resolve them as de-
scribed above. If they cannot be resolved lo-
cally, they will be referred to the State Of-
fice. When any issues cannot be resolved at
State Office level, the National Office Pro-
gram Support Staff (PSS) will be contacted
for guidance.

B. The National Office PSS coordinating
with HUD, will take the appropriate actions
to resolve the issues reported.

C. Manufacturers and builder/dealers must
be aware that if the FmHA or its successor
agency under Public Law 103–354 inspector
finds any of the following conditions, the in-
spector may refuse to accept the construc-
tion until corrections have been made:

1. Evidence of noncompliance with any op-
tion of the method described in the HUD—
SEB, RLA, or ALA.

2. Faulty shop fabrication, including sur-
face defects.

3. Damage to shop fabricated items or ma-
terials due to transportation, improper stor-
age, handling or assembly operation.

4. Unsatisfactory field or site workman-
ship.

VIII. Actions by Other State Offices. When
a State Office receives a copy of the accepted
list from the State Office in which a manu-
facturing plant is located, it will:

A. Maintain a file, by manufacturer, of
each accepted list of models.

B. Provide copies of the accepted list of
models to each County Office in the State.

C. Request a copy of the drawings, descrip-
tion of materials, and thermal calculations
to determine compliance with the thermal
requirements for the county in which the
house is to be located according to exhibit D
of this subpart.

D. Check to see that County Offices within
the state will act as prescribed in paragraph
VI of this exhibit B.

E. When two or more State Offices have
different interpretations of the acceptability
of a particular model, there must be an
agreement between the states so that they
will have the same requirements. If the
states cannot agree, the National Office PSS
will be consulted for guidance.

IX. Subsequent Review.
FmHA or its successor agency under Pub-

lic Law 103–354 will make periodic reviews of
houses, both site-built and houses manufac-
tured offsite, to determine acceptability of
the finished product. If, in the judgment of
the FmHA or its successor agency under
Public Law 103–354, the product has failed to
perform satisfactorily, acceptance may be
withdrawn. The State Director will notify
the manufacturer and/or the builder/dealer of
the reasons for the withdrawal no later than
the time of withdrawal. Negotiations for cor-
rections will be carried out by the County
Office with the assistance of the State Office
or National Office, as necessary.

X. Materials and Products Acceptance—
Material Release Bulletins, Use of Materials
Bulletins, Manufacturer’s Instructions.

A. The Materials Release (MR) and Use of
Materials Bulletins (UM) provide for the na-
tional acceptance of specific nonstandard
materials and products not covered in the
current HUD MPS.

B. When contractors or builders intend to
use products or materials not listed as ap-
proved in the MPS, the FmHA or its suc-
cessor agency under Public Law 103–354 per-
sonnel reviewing or concerned with the ap-
proval of construction in which the product
is to be used, will require the contractor or
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builder to furnish a Materials Release Bul-
letin or Use of Materials Bulletin on the ma-
terials or products. If the product has been
accepted, the supplier should be able to ob-
tain the bulletin for the contractor or build-
er from the manufacturer. These bulletins
describe the products or materials limita-
tions to use, method of installing or apply-
ing, approved type of fasteners, if used, etc.
and will provide the contractor with instruc-
tions as to proper installation or application.

C. When FmHA or its successor agency
under Public Law 103–354 personnel are unfa-
miliar with any materials or products which
have been accepted in the MPS, they will re-
quest the contractor or builder to furnish
the manufacturer’s instructions to assure
that the materials or products are properly
installed or applied. Any questions on any
product that cannot be resolved in the Coun-
ty Office should be referred to the State Of-
fice. When the question cannot be resolved at
the State Office level, the National Office
PSS should be consulted for guidance.

XI. Manufactured Farm Service Buildings.
A. When a loan application is received that

involves a manufactured building or special
equipment that cannot be completely in-
spected on the site, the local State Land
Grant University recommendations should
be requested.

B. When the County Office questions the
advisability of making a loan on a manufac-
tured building, the State Office should also
be consulted.

C. The State Office should review and
make recommendations to the County Of-
fice. If doubt still exists, the National Office
PSS should be consulted for guidance.

ATTACHMENT 1—REQUIRED INFORMATION FOR
ACCEPTANCE OF MODULAR/PANELIZED HOUS-
ING UNITS

The manufacturer or sponsor of modular/
panelized housing units wishing to partici-
pate in the Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 Rural Housing programs shall
submit to the FmHA or its successor agency
under Public Law 103–354 State Director hav-
ing jurisdiction over the state in which the
proposed housing is to be manufactured, two
complete sets of the information listed below
for evaluation. Submissions not including all
the information requested will be returned.

A. Statements:
1. Name and location of organization, in-

cluding titles and names of its principal offi-
cers.

2. A brief description of plant facilities.
3. Extent of intended market distribution,

including a list of any other states in which
units will be marketed.

4. The method of quality control during
site installation.

5. A copy of the applicable current HUD
Structural Engineering Bulletin (SEB), Re-

gional Letter of Acceptance (RLA), or Area
Letter of Acceptance (ALA).

6. A current factory inspection report
made within 6 months by HUD or HUD au-
thorized agency.

7. Name and address of any third party in-
spection agency.

8. Location of nearest assembled product
for inspection.

9. Field manuals for site installation and/
or set-up procedures.

10. Specifications or descriptions of mate-
rials using either Form FmHA or its suc-
cessor agency under Public Law 103–354 1924–
2, (HUD–FHA Form 2005), ‘‘Description of
Materials,’’ including sizes, species and
grade of all building and finishing materials.
All blanks should be filled and additional
sheets may be attached as well as equipment
manufacturer’s brochures. Use an asterisk
(*) to denote all items of onsite construction
that will be provided by the builder-dealer.
The builder-dealer must complete a form for
the builder-dealer’s portion of the work. Use
N/A in any blank which is not applicable.

11. Names and addresses of other public
and private agencies which have rendered or
been asked to render a technical suitability
or acceptance determination with respect to
the products or structural methods em-
ployed.

12. Written certification that construction
drawings and specifications conform with
the applicable development standard.

13. Any other pertinent information.
14. An index of all documents submitted.
B. Working Drawings. For emphasis as to

the details required for modular/panelized
housing proposals, the following items are
listed in addition to and in more detail than
the requirements in exhibit C of this sub-
part. In some cases, the drawing presen-
tation sheets may be required to be reduced
to 200 mm by 266 mm (8×101⁄2 inches) sheet
size:

1. Foundation and/or Basement Plan. This
plan shall include anchorage details, exterior
and interior dimensions, typical footings,
wall thickness, pilaster sizes and locations,
column or pier sizes and locations and gird-
ers required to support the structures. Show
location of all equipment (furnace, water
heater, laundry tubs, sump, etc.) floor
drains, electrical outlets, electrical entrance
panels, and all doors and windows or crawl
space vents with all sizes indicated.

2. Floor Plans of all levels. Show square
footage of each habitable room with square
footage of each area of natural light and ven-
tilation. In addition, a design sketch scaled
properly to illustrate a typical furniture ar-
rangement for all habitable levels is required
to indicate intended occupancy functions of
the design. A window and door schedule
should also be provided indicating glazed
size, sash size, and thermal conductance of
each type.
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3. All exterior elevations including opening
and sizes; wall finish materials, flashing, fin-
ish grades intended, depth of footings when
known, finish floor, ceiling heights, roof
slope, location of downspouts, gutters, vents
for both structural spaces and for equipment.
Indicate construction joint locations and de-
tails of connections between sections, mod-
ules or components.

4. Building cross sections showing size and
spaces of all framing members from lowest
member (bottom of footing) to highest point
of roof (ridge) plus;

(a) Type of material and method of appli-
cation of all covering materials, such as sub-
flooring, combination subflooring and
underlayment, sheathing, interior and exte-
rior finishes;

(b) Complete details including computa-
tions of trussed rafter systems with the ar-
chitect/engineer’s stamp of those responsible
for the design.

(c) Details of insulation and vapor barrier
installation and attic ventilation. If the
thermal characteristics to be provided are
determined according to optional method for
overall structure performance allowed in ex-
hibit D of this subpart, the submission and
complete engineering calculations with all
details of construction shall be sent to Ad-
ministrator, Attn. PSS, FmHA or its suc-
cessor agency under Public Law 103–354
Washington, DC 20250, for analysis as pre-
scribed in paragraph IV C of exhibit D of this
subpart.

(d) Special details as necessary to show
any special features of construction, includ-
ing method of fabricating, erection, joining,
and finishing of all elements; and

(e) Details and sections of stairways in-
cluding all critical dimensions, such as,
riser, run and headroom.

5. Interior elevations of kitchen cabinets
and bathroom elevations with schedule of all
shelf, counter-top and drawer footage. Indi-
cate whether kitchen cabinets are to be cus-
tom made for each model or made for any
model by a cabinet manufacturing company.

6. Plumbing schematics, including pipe
materials, sizes and plumbing code compli-
ance.

7. Heating plan, including heat loss of each
room, is needed for heating systems, sizings
and capacities, forced air, electric baseboard,
or electric space heaters and, if applicable,
heat gain. For forced air systems, include
supply and return duct layout and location
of appropriate diffusers.

8. Electrical plan, including circuit chart
or diagram.

9. Any other pertinent facts or drawings
that will better explain why and how certain
unusual materials or structural methods are
employed.

ATTACHMENT 2

John Dough Manufacturing Company,

3444 Residence Avenue,
Elkton, Indiana 00051.

Dear Sirs: Athough the documents sub-
mitted to this office have only received a
cursory review, they appear to be in substan-
tial compliance to qualify your firm for the
type of acceptance indicated on the attached
list.

The acceptance being issued is subject to
this letter of conditions, compliance with
HUD Handbook 4950.1 Technical Suitability
of Products Program Technical and Proc-
essing Procedures, compliance with Farmer
Home Administration (FmHA) or its suc-
cessor agency under Public Law 103–354)
Thermal Performance Construction Stand-
ards, and compliance with the conditions set
forth in the HUD acceptance document, if
applicable, whose number appears on the ac-
ceptance.

The manufacturer and the authorized
builder-dealer bear the responsibility of com-
plying with the above, the exhibits sub-
mitted and the applicable development
standards.

The manufacturer and/or builder-dealer
also shall:

1. Provide positive identification of the
modular unit by model, date of manufacture
and factory in which the unit was manufac-
tured.

2. Furnish with each home to be financed
by FmHA or its successor agency under Pub-
lic Law 103–354 in———(State)———, a writ-
ten certificate (Attachment 5 to this exhibit
B) endorsed by the builder-dealer certifying
that all requirements have been satisfied.

3. Furnish the local FmHA or its successor
agency under Public Law 103–354 County Su-
pervisor with a complete set of drawings in-
cluding site plans, description of materials,
structural engineering bulletins when appli-
cable in the state, and documentation relat-
ing to the manufacture, transportation, erec-
tion, and installation for each model of mod-
ular/panelized housing to be financed in the
county. Electrical, plumbing and heating
plans must be furnished for each model in
addition to the basic drawings. Floor plans
and elevation drawings may vary from those
listed in attachment 1 of exhibit B to FmHA
or its successor agency under Public Law
103–354 Instruction 1924–A to reflect each of
the manufacturer’s models provided they are
in compliance with the applicable develop-
ment standard and the FmHA or its suc-
cessor agency under Public Law 103–354 Ther-
mal Performance Construction Standards
and provided they have been accepted and
listed in this state’s approval of manufac-
tured structures. No field alterations to the
accepted models will be allowed.

4. Furnish, when required by the County
Supervisor, foundation drawings (including
special foundation design considerations
when the unit is to be erected in seismic
zones 1, 2 or 3) adapting the modular home to
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any unusual site conditions needing informa-
tion additional to that furnished by the
standard drawings.

5. Furnish the County Office with a copy of
inspection reports of the manufacturing fa-
cilities immediately after the inspection re-
ports have been completed.

6. Allow FmHA or its successor agency
under Public Law 103–354 personnel to in-
spect the manufacturing facilities at any
time and furnish all FmHA or its successor
agency under Public Law 103–354 State Of-
fices, where acceptance has been obtained,
with a copy of any FmHA or its successor
agency under Public Law 103–354 inspection
reports immediately after the inspection re-
ports have been completed.

7. In the event there are major changes to
the submitted drawings, obtain approval
under the HUD Technical Suitability of
Products Program and submit verification of
this approval to the County Office for listing
on the state’s accepted list. Any modular
home shipped with major changes incor-
porated, without such changes on file at the
County Office may be rejected.
(Add state and local requirements appro-
priate to this letter of conditions.)

This acceptance may be subject to correc-
tive action when deficiencies are noted in
the product, field inspections, manufac-
turing facilities, or when there is noncompli-
ance with the provisions of the HUD Tech-
nical Suitability of Products Program.

The inclusion of these models on the ac-
cepted list is based only on the material and
structural aspects of the manufactured
units. Final determination of acceptability
rests with FmHA or its successor agency
under Public Law 103–354 personnel. Other
factors relating to the property in its en-
tirety such as appraisal, location, sustained
market acceptance, architectural planning
and appeal, thermal qualities, mechanical
and electrical equipment, etc., must be con-
sidered in the final determination.

Your cooperation in this acceptance pro-
gram is appreciated.

Sincerely,
State Director

ATTACHMENT 3

Date ——— File No. ———

ACCEPTANCE OF MODULAR/PANELIZED HOUSING
UNITS

(BASED ON HUD HANDBOOK 4950.1)

Manufacturer:
——— Acceptance Document ———
——— Type of Acceptance:
——— —— Regular
——— —— Temporary, Expires ———
Plant Locations: llllllllllllll

Date of Latest Plans
Reviewed llllllllllllllllll

Date of Latest Factory
Inspection llllllllllllllllll

Acceptance Document Review
Date lllllllllllllllllllll

FmHA or its successor agency under Public
Law 103–354 Instruction 1924–A, exhibit D

THERMAL PERFORMANCE CONSTRUCTION
STANDARDS

State Office Review

(Exh. D, IV, C, 1, a or b)
National Office Review

(Exh. D, IV, C, 2)

Maximum Winter Degree Days for
State ——— Walls R ———
Glazing/Gross Wall Area Ratio ———%
Ceilings R ———
Glazing ——— Pane(s)
Floor R ———
Glazing ——— Pane(s)
Insulated Door ———
Wood and Storm ———
Insulated Door ———
Wood and Storm ———

Models Accepted:

ATTACHMENT 4

John Dough Manufacturing Company,
3444 Residence Avenue,
Elktown, Indiana 00051.

Dear Sirs: As set forth in acceptance let-
ters issued by this office, acceptance of mod-
ular/panelized homes in this state is based on
HUD’s Technical Suitability of Products
Program and the conditions stated in the ac-
ceptance letter. Your file has been reviewed
and the following has been noted.

llAn inspection report of your manufac-
turing facilities is overdue. Inspections
are required twice yearly. The last in-
spection report on file at this office is
dated ———.

llYour Structural Engineering Bulletin
No. ll dated ll has not been reviewed
by HUD. Reviews are generally required
every three years. Temporary acceptance
will be considered when you provide evi-
dence that the review documents have
been submitted to HUD.

llThe drawings being used for the con-
struction of your homes are not listed in
your Structural Engineering Bulletins.
Drawings used in the field should be
those upon which the Structural Engi-
neering Bulletin was issued.

llThere have been ll revisions to the de-
velopment standards since lll, the
date of the last drawings we have on file
for your homes. It is recommended that
you review the revisions to ascertain
whether your drawings need to be up-
dated.
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Please submit a written response and ap-
propriate documents for the above items
within ll days, or your product will be re-
moved from the accepted list until your firm
can again qualify. If you have any problems
furnishing the above within the time stated,
please contact this office.

We look forward to receiving the materials
indicated so that your firm’s listing may be
continued.

Sincerely,
State Director

ATTACHMENT 5

CERTIFICATION BY MANUFACTURER

Delivery location of structure
for component llllllllllllllll

llllllllllllllllllllllll

This is to certify that
Model: llllll,
Serial # llllll,
manufactured lll

(date) lll, 19 l in
ll (location) lll

and being sold to lll

(name of llllll

builder-dealer or borrower) has been manu-
factured in accordance with drawings and
specifications on file in the FmHA or its suc-
cessor agency under Public Law 103–354 State
Office and that the construction complies
with applicable development standards, ex-
cept as modified by HUD Acceptance Docu-
ment (SEB, RLA, ALA,)
NO. llllll,
dated llll,
and in compliance with the FmHA or its suc-
cessor agency under Public Law 103–354 Ther-
mal Performance Construction Standards.
llllllllllllllllllllllll

Date
llllllllllllllllllllllll

Signature of Authorized Official
llllllllllllllllllllllll

Title

CERTIFICATION BY BUILDER-DEALER

lll (Name of
builder-dealer) lll

certifies that the foundation and other on-
site work has been constructed in accordance
with the drawings and specifications and the
above structure or component has been
erected, installed or applied in compliance
with the applicable development standards.

It is understood that the manufacturer’s
certification does not relieve the builder/
dealer of responsibility under the terms of
the builder’s warranty required by the Na-
tional Housing Act.
llllllllllllllllllllllll

Date
llllllllllllllllllllllll

Signature of Authorized Official

llllllllllllllllllllllll

Title

EXHIBIT C TO SUBPART A—GUIDE FOR
DRAWINGS AND SPECIFICATIONS

This exhibit applies to all new buildings to
be constructed, including all single family
housing and related facilities and, as appli-
cable, farm housing and farm service build-
ings.

I. General

The documents recommended in this ex-
hibit correspond with the list of exhibits in
Chapter 3 of the Department of Housing and
Urban Development (HUD) ‘‘Architectural
Handbook for Building Single-Family Dwell-
ings’’ No. 4145.2. This exhibit may be used as
a public handout and shall be used as a guide
for drawings and specifications to be sub-
mitted in support of any type of application
involving construction of major new build-
ings or extensive rehabilitation, alterations
or additions to existing buildings. Descrip-
tions of work for minor alterations or re-
pairs need pertain only to work to be done
and may be in narrative form when accept-
able to the County Supervisor. Complete and
accurate drawings and specifications are
necessary:

A. To determine the acceptability of the
proposed development,

B. To determine compliance with the ap-
plicable standards and codes,

C. To prepare a cost estimate, and
D. To provide a basis for inspections and

the builder’s warranty.

II. Drawings for a Specific Structure

Drawings for individual single dwellings
shall provide at least the following:

A. Plot Plan. Refer to Example Plot Plan
No. 1, attachment 1 to this exhibit C (avail-
able in any FmHA or its successor agency
under Public Law 103–354 office). Ratio: 1:240
(1″ = 20′) (at scale, 1″ = 20′ or 1⁄16″ = 1′ 0″ min-
imum):

1. Lot and block number.
2. Dimensions of plot and north point.
3. Dimensions of front, rear and side yards.
4. Location and dimensions of garage, car-

port and other accessory buildings.
5. Location and sizes of walks, driveways

and approaches.
6. Location and sizes of steps, terraces,

porches, fences and retaining walls.
7. Location and dimensions of easements

and established setback requirements, if any.
8. Elevations at the following points: (a)

first floor of dwelling and floor of garage,
carport and other accessory building; (b) fin-
ish curb or crown of street at points of ex-
tension of lot lines; (c) finish grade elevation
at each principal corner of structure; (d) fin-
ish grade at bottom of drainage swales at ex-
tension of each side of structure as feasible.
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9. The following additional elevations, as
applicable, if the topography of the site or
the design of the structure is such that spe-
cial grading, drainage or foundations may be
necessary. Examples are irregular or steeply
sloping sites, filled areas on sites, or multi-
level structure designs; (a) finish and exist-
ing grade elevations at each corner of the
plot; (b) existing and finish grade at each
principal corner of dwelling; (c) finish grade
at both sides of abrupt changes of grade such
as retaining walls, slopes, etc.; (d) other ele-
vations that may be necessary to show grad-
ing and drainage.

10. Indication of type and approximate lo-
cation of drainage swales.

11. When an individual water supply and/or
sewage system is proposed, drawings, speci-
fications and other items prescribed in para-
graph V of this exhibit.

B. Floor Plans.
1. Scale, 1:50 (1⁄4″ = 1′ 0″).
2. Floor plan of each floor and basement, if

any. Show typical furniture locations to sug-
gest intended use of each habitable space.

3. Plan of all attached terraces and porch-
es, and of garage or carport.

4. If dwelling is of crawl-space type, a sepa-
rate foundation plan. Slab-type foundation
may be shown on sections.

5. Direction, size and spacing of all floor
and ceiling framing members, girders, col-
umns or piers.

6. Location of all partitions and indication
of door sizes, and direction of door swing.

7. Location and size of all permanently in-
stalled construction and equipment such as
kitchen cabinets, closets, storage shelving,
plumbing fixtures, water heaters, etc. De-
tails of kitchen cabinets may be on separate
drawing.

8. Location and symbols of all electrical
equipment, including switches, outlets, fix-
tures, etc.

9. Heating system on separate drawing, or
when it may be shown clearly it may be part
of the floor or basement plan showing: (a)
layout of system; (b) location and size of
ducts, piping, registers, radiators, etc.; (c) lo-
cation of heating unit and room thermostat;
(d) total calculated heat loss of dwelling in-
cluding heat loss through all vertical sur-
faces, ceiling and floor. When a duct or piped
distribution system is used, calculated heat
loss of each heated space is required.

10. Cooling system, on separate drawings
or, as part of heating plan, floor or basement
plan showing: (a) layout of system; (b) loca-
tion and size of ducts, registers, compressors,
coils, etc.; (c) heat gain calculations, includ-
ing estimated heat gain for each space condi-
tioned; (d) model number and Btu capacity of
equipment or units in accordance with appli-
cable Air Conditioning and Refrigeration In-
stitute (ARI) or American Society of Refrig-
erating Engineers (ASRE) Standard; (e) Btu
capacity and total kilowatt (KW) input at

stated local design conditions; (f) if room or
zone conditioners are used, provide location,
size and installation details.

C. Exterior Elevations.
1. Scale, 1:50 (1⁄4″ = 1′ 0″). Elevations, other

than main elevation, which contain no spe-
cial details may be drawn at 1:100 (1⁄8″ = 1′ 0″).

2. Front, rear and both side elevations, and
elevations of any interior courts.

3. Windows and doors—indicate size unless
separately scheduled or shown on floor plan.

4. Wall finish materials where more than
one type is used.

5. Depth of wall footings, foundations, or
piers, if stepped or at more than one level.

6. Finish floor lines.
7. Finish grade lines at buildings.
D. Details and Sections.
1. Section through exterior wall showing

all details of construction from footings to
highest point of road. Where more than one
type of wall material is used, show each
type. Scale 1:25 (3⁄8″ = 1′ 0″) minimum.

2. Section through any portion of dwelling
where rooms are situated at various levels or
where finished attic is proposed, Scale, 1:50
(1⁄4″ = 1′ 0″) minimum.

3. Section through stair wells, landings,
and stairs, including headroom clearances
and surrounding framing. Scale, 1:50 (1⁄4″ = 1′
0″) minimum.

4. Details of roof trusses, if proposed, in-
cluding connections and stress or test data
with seal of architect or engineer respon-
sible. Scale of connections, 1:25 (3⁄8″ = 1′ 0″)
minimum.

5. Elevation and section through fireplace.
Scale, 1:25 (3⁄8″ = 1′ 0″) minimum.

6. Elevations and section through kitchen
cabinets, indicating shelving. Scale, 1:50 (1⁄4″
= 1′ 0″) minimum.

7. Sections and details of all critical con-
struction points, fastening systems, anchor-
age methods, special structural items or spe-
cial millwork. Scale as necesaary to provide
information, 1:25 (3⁄8″ = 1′ 0″) minimum.

III. Master Drawings for Group Structures

Drawings for a group of structures (such as
for several conditional commitments) may
be submitted in lieu of drawings for each in-
dividual property when a number of applica-
tions are simultaneously submitted involv-
ing repetition of the same type structure.

A. Master plot plan shall include the fol-
lowing:

1. Scale which will provide the following
information in a clear and legible manner.

2. North point.
3. Location and width of streets and rights-

of-way.
4. Location and dimensions of all ease-

ments.
5. Dimensions of each lot.
6. Location of each dwelling on lot with

basic dimensions.
7. Dimensions of front, rear and side yards.
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8. Location and dimensions of garage, car-
ports and other accessory buildings.

9. Identification of each lot by number and
indication of basic plan and elevation type.

10. Location of walks, driveways and other
permanent improvements.

B. Typical plot plan for each basic type
dwelling may be submitted in lieu of fully
detailing each lot on master plot plan, when
topography and lot arrangements present no
individual planning or construction prob-
lems.

1. Information not shown on the typical
plot plan shall be included on the master
plot plan.

2. Typical plot plans shall not be used for
corner lots, lots with irregular boundaries,
lots involving pronounced topographic vari-
ations or other lots where individual detail-
ing is necessary.

3. Location of dwelling on typical lot and
full dimensions.

4. Location and dimensions of all typical
improvements, such as garage, carport, ac-
cessory buildings, walks, drives, steps,
porches, terraces, trees, shrubs, retaining
walls, fences, etc.

C. Grading may be shown on separate grad-
ing plan or on the master plot plan. Scale
shall be sufficiently large to provide the fol-
lowing information in clear and legible man-
ner:

1. Contours of existing grade at intervals of
not more than 1.524 m (5 feet). Intervals less
the 1.524 m (5 feet) may be required when in-
dicated by the character of the topography.

2. Location of house and accessory build-
ings on each lot.

3. Identification of each lot by number.
4. Elevations in accordance with individual

plot plan including bench mark and datum
or, in lieu of finish grade elevations, con-
tours of proposed finish grading may be sub-
mitted. Contour intervals selected shall be
appropriate to the topography of the site.

5. Lot grading shall be shown by indicating
protective slopes and approximate location
of drainage swales.

6. Location of drainage outfall, if any
drainage is not to a street.

D. Floor plans, elevations, sections and de-
tails shall be submitted for each basic plan.
Alternate elevations to basic plan may be
shown at scale, 1:100 (1⁄8″ = 1′ 0″).

IV. Specifications

Form FmHA or its successor agency under
Public Law 103–354 1924–2, ‘‘Description of
Materials,’’ or other acceptable and com-
parable descriptions of all materials forms
shall be submitted with the drawings. The
forms shall be completed in accordance with
the instructions on Form FmHA or its suc-
cessor agency under Public Law 103–354 1924–
2 to describe the materials to be used in the
construction.

A. Form FmHA or its successor agency
under Public Law 103–354 1924–2 may be re-
produced if size, format and printed text are
identical to the current official form. When
it is reproduced, the following deletions
must be made:

1. All lines indicating FmHA or its suc-
cessor agency under Public Law 103–354 form
numbers or other Government agency ini-
tials and/or numbers, and

2. The United States Government Printing
Office (GPO) imprint and reference number.

B. The material identification shall be in
sufficient detail to fully describe the mate-
rial, size, grade and when applicable, manu-
facturer’s model or identification numbers.
When necessary, additional sheets must be
attached as well as manufacturer’s specifica-
tion sheets for equipment and/or special ma-
terials, such as aluminum siding or car-
peting.

V. Individual Water Supply and Sewage
Disposal Systems

When an individual water and/or sewage
disposal system is proposed, the following
additional information must be submitted:

A. Approval and recommendations of other
authorities.

1. A written opinion by the health author-
ity having jurisdiction that the site is suit-
able and acceptable for the proposed sys-
tems(s) and,

2. If available, a soils report from the local
USDA-Soil Conservation Service and any
recommendations they may have.

3. Approval of appropriate environmental
control authority.

4. A signature of the health authority on
the plot plan indicating approval of the de-
sign of the proposed system.

B. Plot Plan. Refer to Example Plot Plan
No. 2, attachment 2 to this exhibit C (avail-
able in any FmHA or its successor agency
under Public Law 103–354 office).

1. Location and size of septic tank, dis-
tribution box, absorption field or bed, seep-
age pits and other essential parts of the sew-
age disposal system and distance to all indi-
vidual wells, open streams or drainageways.

2. Location of well, service line and other
essential parts of the water supply system
and distance to other wells and/or sewage
disposal systems.

3. Exact location of individual systems
(water or sewage) on adjacent properties and
description of system, if available.

C. Construction details of all component
parts of individual water supply and sewage
disposal systems shall clearly indicate mate-
rial, equipment and construction. Extra
sheets and drawings should be added as nec-
essary to fully explain the proposed installa-
tion.
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EXHIBIT D TO SUBPART A—THERMAL
PERFORMANCE CONSTRUCTION
STANDARDS

I. Purpose

This exhibit prescribes thermal perform-
ance construction standards to be used in all
housing loan and grant programs. These re-
quirements shall supersede the thermal per-
formance requirements in any of the devel-
opment standards in § 1924.4(h) of this sub-
part.

II. Policy

All loan or grant applications involving
new construction (except for new Single
Family Housing (SFH)) and all applications
for conditional commitments (except for new
SFH) shall have drawings and specifications
prepared to comply with paragraphs IV A or
C and IV D of this exhibit. All new SFH con-
struction shall have drawing and specifica-
tions prepared to comply with paragraph IV
F of this exhibit. All existing dwellings to be
acquired with FmHA or its successor agency
under Public Law 103–354 loan funds shall be
considered in accordance with paragraph IV
B or C of this exhibit.

III. Definitions

A. British thermal unit (Btu) means the
quantity of heat required to raise the tem-
perature of one pound (.4535 Kg.) of water by
one degree Fahrenheit (F). For example, one
Btu is the amount of heat needed to raise the
temperature of one pound of water from 59
degrees F to 60 degrees F.

B. Glazing is the material set into a sash or
door when used as a natural light source and/
or for occupant’s views of the outdoors.

C. ‘‘R’’ value, thermal resistence, is a unit
of measure of the ability to resist heat flow.

The higher the R value, the higher the insu-
lating ability.

D. ‘‘U’’ value is the overall coefficient of
heat transmission and is the combined ther-
mal value of all the materials in a building
section. U is the reciprocal of R. Thus U=1/R
or R=1/U or 1/C where C is the thermal con-
ductance and is the unit of measure of the
rate of heat flow for the actual thickness of
a material one square foot in area at a tem-
perature of one degree Fahrenheit. The lower
the U value, the higher the insulating abil-
ity.

E. Winter degree-day is a unit based on tem-
perature difference and time. For any one
day, when the mean temperature is less than
65 degrees F (18.3 degrees Celsius), there are
as many degree-days as the number of de-
grees difference between the mean tempera-
ture for the day and 65 degrees F. The daily
mean temperature is computed as half the
total of the daily maximum and daily min-
imum temperatures.

F. CABO Model Energy Code, 1992 Edition
(MEC–92)—This code sets forth the minimum
energy/thermal requirements for the design
of new buildings and structures or portions
thereof and additions to existing buildings.
The MEC is maintained by the Council of
American Building Officials (CABO).

IV. Minimum Requirements

A. All multifamily dwellings to be con-
structed with FmHA or its successor agency
under Public Law 103–354 loan and/or grant
funds and all repair, remodeling, or renova-
tion work performed on single family and
multifamily dwellings with FmHA or its suc-
cessor agency under Public Law 103–354 loan
and/or grant funds shall be in conformance
with the following, except as provided in
paragraphs IV C 3 and IV D of this exhibit:

NEW CONSTRUCTION—MAXIMUM U VALUES FOR CEILING, WALL AND FLOOR SECTION OF VARIOUS CONSTRUCTION

Winter degree days 1 Ceilings 2 Walls Floors 3 Glazing 4 Doors 5

1000 or less .................................................................. 0.05 0.08 0.08 1.13
1001 to 2500 ................................................................. .04 .07 .07 .69
2501 to 4500 ................................................................. .03 .05 .05 .69 Storm door if hollow

core door or if over
25% glass.

4501 to 6000 ................................................................. .03 .05 .05 .47 Storm Door.
6001 or more ................................................................ .026 .05 .05 .47 Storm Door.

Note.—U values are not adjusted for framing. Values calculated for components may be rounded. For example, a total R
Value of 18.88 converts to a U value of .0529 rounded to .05.

1 Winter degree-days may be obtained from the ASHRAE Handbook; the ‘‘NAHB Insulation Manual for Homes/Apartments’’;
local utilities; and the National Climatic Center, Federal Building, Asheville, NC. Manuals are available from NAHB RF, Rockville,
MD 20850, or NMWIA, 382 Springfield Avenue, Summit, NJ 07901. Other sources of degree day data may be used if available
from a recognized authority.

2 Insulation must be continuous (i.e. no gaps) above all ceiling joists. In pitched roof construction, compression of insulation at
the outside building walls is permitted to allow a 1″ ventilation space under the roof sheathing. For any loose fill insulation, a baf-
fle must be provided. Raised trusses are not required.

3 For floors of heated spaces over unheated basements, unheated garages or unheated crawl spaces, the U value of floor sec-
tion shall not exceed the value shown. A basement, crawl space, or garage shall be considered unheated unless it is provided
with a positive heat supply to maintain a minimum temperature of 50 degrees F. Positive heat supply is defined by ASHRAE as
‘‘heat supplied to a space by design or by heat losses occurring from energy-consuming systems or components associated with
that space.’’

AWhere the walls of an unheated basement or crawl space are insulated in lieu of floor insulation, the total heat loss attributed
to the floor from the heated area shall not exceed the heat loss calculated for floors with required insulation.
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AInsulation may be omitted from floors over heated basement areas or heated crawl spaces if foundation walls are insulated.
The U value of foundation wall sections shall not exceed the value shown. This requirement shall include all foundation wall
area, including header joist (band joist), to a point 50 percent of the distance from a finish grade to the basement floor level.
Equivalent Uo configurations are acceptable.

MAXIMUM U VALUES OF THE FOUNDATION WALL SECTIONS OF HEATED BASEMENT NOT CONTAINING HABITABLE
LIVING AREA OR HEATED CRAWL SPACE

Winter degree-days (65 F base) Maximum U value Glazing*

2500 or less ......................................................................................... No requirement .............................................. 1.13
2501 to 4500 ....................................................................................... 0.17 ................................................................ 1.13
4501 or more ....................................................................................... 0.10 ................................................................ .69

*Glazing in heated basement shall be limited to 5 percent of floor area unless alternative Uo combination is documented.
4 Sliding glass doors are considered as glazing. The glazing value is for glass only. Glazing shall be limited to 15 percent of

the gross area of all exterior walls enclosing heated space, except when demonstrated that the winter daily solar heat gain ex-
ceeds the heat loss and the glass area is properly screened from summer solar heat gain.

5 13⁄4 inch metal-faced door systems with rigid insulation core and durable weatherstripping providing a ‘‘U’’ value equivalent to
a wood door with storm door and an infiltration rate no greater than .50 cfm per foot of crack length tested according to ASTM
E–283 at 1.567 psf of air pressure, may be substituted for a conventional door and storm door. All doors shall be
weatherstripped. Any glazed areas must be double-glazed.

MINIMUM R VALUES OF PERIMETER INSULATION FOR SLABS-ON-GRADE

Winter degree-days (65 F base)
Minimum R values*

Heated slab Unheated slab

500 or less ................................................................................................................................. 2.8 ............................
1000 ........................................................................................................................................... 3.5 ............................
2000 ........................................................................................................................................... 4.0 2.5
3000 ........................................................................................................................................... 4.8 2.8
4000 ........................................................................................................................................... 5.5 3.5
5000 ........................................................................................................................................... 6.3 4.2
6000 ........................................................................................................................................... 7.0 4.8
7000 ........................................................................................................................................... 7.8 5.5
8000 ........................................................................................................................................... 8.5 6.2
9000 ........................................................................................................................................... 9.2 6.8
10000 or greater ........................................................................................................................ 10.0 7.5

*For increments between degree days shown, R values may be interpolated.

B. All existing dwellings to be purchased
with RH loan and grant funds shall be insu-
lated in accordance with the following:

EXISTING CONSTRUCTION—MAXIMUM U VALUES FOR CEILING, WALL AND FLOOR SECTION OF VARIOUS
CONSTRUCTION

Winter degree days 1 Ceilings Walls 2 Floors 3, 4 Glazing Doors 5

1000 or less .............................................................. 0.05 ............ 0.08 1.13
1001 to 2500 ............................................................. .04 ............ .07 .69
2501 to 4500 ............................................................. .03 ............ .05 .69 Storm door if hollow

core door or if over
25% glass.

4501 to 6000 ............................................................. .03 ............ .05 .69 Storm Door.
6001 to 7000 ............................................................. .026 ............ .05 .69 Storm Door.
7001 or more ............................................................ .026 ............ .05 .69 Storm Door.

Note.—U values are not adjusted for framing. Values calculated for components may be rounded. For example, a wall section
with a total R Value of 18.88 converts to a U value of .0529 rounded to .05.

1 Winter degree days may be obtained from the ASHRAE Handbook; the ‘‘NAHB Insulation Manual for Homes/Apartments;’’
local utilities; and the National Climatic Center, Federal Building, Asheville, NC. Manuals are available from NAHB RF, Rockville,
MD 20850, or NMWIA, 382 Springfield Avenue, Summit, NJ 07901. Other sources of degree day data may be used if available
from a recognized authority.

2 Walls shall be insulated as near to new construction standards as economically feasible. Any exterior wall framing exposed
during repair or rehabilitation work shall have vapor barrier installed and be fully insulated.

3 For floors of heated spaces over unheated basements, unheated garages or unheated crawl spaces the U value of floor sec-
tion shall not exceed the value shown.

A basement, crawl space or garage shall be considered unheated unless it is provided with a positive heat supply to maintain
a minimum temperature of 50 degrees F. Positive heat supply is defined by ASHRAE as ‘‘heat supplied to a space by design or
by heat losses occurring from energy-consuming systems or components associated with that space.’’

Where the walls of an unheated basement or crawl space are insulated in lieu of floor insulation, the total heat loss attributed
to the floor from the heated area shall not exceed the heat loss calculated for floors with required insulation.
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Insulation may be omitted from floors over heated basement areas or heated crawl spaces if foundation walls are insulated.
The U value of foundation wall sections shall not exceed the value shown. This requirement shall include all foundation wall
area, including header joist (band joist), to a point 50 percent of the distance from a finish grade to the basement floor level.
Equivalent Uo configurations are acceptable.

MAXIMUM U VALUES OF THE FOUNDATION WALL SECTIONS OF HEATED BASEMENT NOT CONTAINING HABITABLE
LIVING AREA OR HEATED CRAWL SPACE

Winter degree days (65 F base) Maximum U value Glazing*

2500 or less ......................................................................................... No requirement .............................................. 1.13
2501 to 4500 ....................................................................................... 0.17 ................................................................ 1.13
4501 or more ....................................................................................... 0.10 ................................................................ .69

* Glazing in heated basement shall be limited to 5 percent of floor area unless alternative Uo combination is documented.
4 Slab edge insulation should be provided wherever practical in areas of 2500 or more winter degree-days. Rigid insulation

placed on the exterior face of the slab shall be protected by a durable and weather resistant material.
5 Storm doors are not required for double doors, sliding doors or others where installation would be economically infeasible.

13⁄4 inch metal-faced door systems with rigid insulation core and durable weatherstripping providing a ‘‘U’’ value equivalent to a
wood door with storm door and an infiltration rate no greater than .50 cfm per foot of crack length, tested according to ASTM E–
283 at 1.567 psf of air pressure may be substituted for a conventional door and storm door. All doors shall be weatherstripped.

C. Optional Standards
Housing design not in compliance with the

requirements of paragraph IV A or B of this
exhibit may be approved in accordance with
the provisions of this paragraph. Requests
for acceptance proposed under paragraph C 1
of this exhibit, must be approved by the
State Director. Requests for acceptance of
site-built housing proposed under paragraph
C 2 of this exhibit must be approved by the
Administrator. Requests for acceptance of
manufactured housing proposed under para-
graph C 2 of this exhibit may be approved by
the State Director. All submissions of pro-
posed options to the State Director or Ad-
ministrator shall contain complete descrip-
tions of materials, engineering data, test
data (when U values claimed are lower than
the ASHRAE Handbook of Fundamentals),
and calculations to document the validity of
the proposal. All data and calculations will
be based upon the current edition of the
ASHRAE Handbook of Fundamentals or
other universally accepted data sources.

1. Overall ‘‘U’’ values for enveloped compo-
nents. The following requirements shall be
used in determining acceptable options to
the requirements of paragraphs IV A and IV
B of this exhibit.

a. Uo (gross wall)—Total exterior wall area
(opaque wall and window and door) shall
have a combined thermal transmittance
value (Uo value) not to exceed the values
shown in attachment 1 to this exhibit D
(available in any FmHA or its successor
agency under Public Law 103–354 office).
Equation 1 in attachment 1 shall be used to
determine acceptable combinations to meet
the requirements.

b. Uo (gross ceiling)—Total ceiling area
(opaque ceiling and skylights) shall have a
combined thermal transmittance value (Uo
value) not to exceed the values shown in at-
tachment 2 to this exhibit D (available in
any FmHA or its successor agency under
Public Law 103–354 office). Equation 2 in at-
tachment 2 shall be used to determine ac-

ceptable combinations to meet the require-
ments.

2. Overall structure performance. The fol-
lowing requirements shall be used in deter-
mining acceptable options to the require-
ments of paragraphs IV A and B of this ex-
hibit.

a. The methodology must be cost effective
to the energy user, and must not adversely
affect the structural capacity, durability or
safety aspects of the structure.

b. All data and calculations must show
valid performance comparisons between the
proposed option and a structure comparable
in size, configuration, orientation and occu-
pant usage designed in accordance with para-
graphs IV A or B. Structures may be consid-
ered for FmHA or its successor agency under
Public Law 103–354 loan consideration which
can be shown by accepted engineering prac-
tice to have energy consumption equal to or
less than those which would be attained in a
representative structure utilizing the re-
quirements of paragraphs IV A or B.

3. Special consideration for seasonally occu-
pied farm labor housing. The following sets
forth the minimum acceptable options to the
requirements of paragraphs IV A or B of this
exhibit for seasonally occupied housing serv-
ing as security for farm labor housing loans
and grants.

a. When the period of occupancy does not
encounter 500 or more heating degree-days
(HDD) as determined by an average of the
previous 10 years based upon local climato-
logical data published by the National Oce-
anic and Atmospheric Administration, Envi-
ronmental Data Service, the standards of
paragraphs IV A or B will not apply.

b. When the period of use exceeds 500 HDD,
the 10-year average value for the period of
occupancy shall be used to determine the de-
gree to which the thermal insulation re-
quirements of paragraphs IV A or B shall
apply.

c. If mechanical cooling is provided and
the period of occupancy encounters more
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than 700 cooling degree-days (CDD), as deter-
mined by an average of the previous 8 years
based upon local climatological data pub-
lished by the same source cited in paragraph
IV C3a above, the thermal insulation re-
quirements for 1,000 and less degree-days as
stated in paragraph IV A or B shall apply.

D. Energy efficient construction practices.
This section prescribes those items of design
and quality control which are necessary to
guarantee the energy efficiency of homes
built according to the standards of this ex-
hibit. Also included are recommendations for
extra energy efficiency in dwellings. This
section does not apply to new SFH construc-
tion.

1. Infiltration. a. Requirements: All con-
struction shall be performed in such a man-
ner as to provide a building envelope free of
excessive infiltration.

(i) Caulking and sealants. Exterior joints
around windows and door frames, between
wall cavities and window or door frames, be-
tween wall and foundation, between wall and
roof, between wall panels, at penetrations of
utility services through walls, floors and
roofs, and all other openings in the exterior
envelope shall be caulked, gasketed,
weatherstripped, or otherwise sealed. Caulk-
ing shall be silicone rubber base or butyl
rubber base, conforming to Federal Speci-
fications TT–S–1543 and TT–S–1657 respec-
tively, or materials demonstrating equiva-
lent performance in resilience and dura-
bility.

(ii) Windows shall comply with ANSI 134.1,
NWMA 15–2; the air infiltration rate shall
not exceed 0.5 ft 3/min per ft. of sash crack.

(iii) Sliding glass doors shall comply with
ANSI 134.2, NWM 15–3; the air infiltration
rate shall not exceed .5 ft 3/min per square ft.
of door area.

(iv) All insulation placed in open cavity
walls shall be installed so that all space be-
hind electrical switches and receptacles,
plumbing, ductwork and other obstructions
in the cavity are insulated as completely as
possible. Insulation shall be omitted on the
side facing the conditioned area; however,
the vapor barrier in walls must not be cut or
destroyed.

b. Recommendations: (i) Wrap outside cor-
ners of wall sheathing with 15 lb. asphalt im-
pregnated building felt before siding applica-
tion.

(ii) Utilize vestibules for entry doors, espe-
cially those facing into the direction of win-
ter wind.

(iii) Install plumbing, mechanical and elec-
trical components in interior partitions as
much as possible. All water piping should be
insulated from freezing temperatures.

2. Heating and/or Cooling Equipment. a. Re-
quirements: All mechanical equipment for
heating and/or cooling habitable space shall
be designed to provide economy of oper-
ations.

(i) All space heating equipment (including
fireplaces) requiring combustion air shall be
sealed combustion types, or be located in a
nonconditioned area (such as unheated base-
ments) or adequate combustion air must be
provided from outside the conditioned space.

(ii) All ductwork shall be designed and in-
stalled to minimize leakage. All metal to
metal connections shall be mechanically
joined and taped.

b. Recommendations: (i) Whenever pos-
sible, locate ductwork inside of conditioned
areas in dropped ceilings, interior partitions
or other similar areas.

(ii) Locate outside cooling units in areas
not subject to direct sunlight or heat build-
up.

3. Vapor Barrier. a. Requirements: Ade-
quate vapor barriers must be provided adja-
cent to the interior finish material of the
wall or other closed envelope components
which do not have ventilation space on the
non-conditioned side of the insulation.

(i) A vapor barrier at the inside of the wall
or other closed envelope component must
have a permeability (perm) rating less than
that of any other material in the component
and in no case have a perm rating greater
than one. All vapor barriers must be sealed
around all openings in the interior surface.
Vapor barriers are not required in ceilings
and floors. Continuous vapor barriers on ceil-
ings, walls, and floors require adequate mois-
ture vapor control in the conditioned space.

(ii) All vapor producing or exhaust equip-
ment shall be ducted to the outside and
equipped with dampers. This equipment in-
cludes rangehoods, bathroom exhaust fans
and clothes dryers. If a dwelling design pro-
poses the use of windows to satisfy the
kitchen and/or bathroom ventilation require-
ments of the development standards, the in-
corporation of dehumidification equipment
should be considered in accordance with
paragraph IV D 3 b. Exhaust of any equip-
ment shall not terminate in an attic or crawl
space.

b. Recommendation: Forced air heating/
cooling systems should include humidi-
fication/dehumidification systems where
conditions indicate.

E. [Reserved]
F. New SFH construction. New SFH con-

struction shall meet the requirements of
CABO Model Energy Code, 1992 Edition
(MEC–92).

G. New manufactured housing.
The Uo Value Zone indicated on the ‘‘Heat-

ing Certificate’’ for comfort heating shall be
equal to or greater than the HUD Zone listed
in the following table:

RHS climate zones (winter degree days)

FMHCSS
(HUD code)

Uo value
zones

0–1000 ............................................................... 1
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RHS climate zones (winter degree days)

FMHCSS
(HUD code)

Uo value
zones

1001–2500 ......................................................... 2
2501–4500 ......................................................... 2
4501–6000 ......................................................... 3
> 6000 ............................................................... 3

EXAMPLE: If a manufactured home is to be
located in a geographic area having between
2501 and 4500 RHS winter degree days, the
Agency will accept a Uo value Zone 2 unit or
Zone 3 unit constructed to the HUD
FMHCSS.

If a central air conditioning system is pro-
vided by the home manufacturer, a ‘‘Comfort
Cooling Certificate’’ must be permanently
affixed to an interior surface of the unit that
is readily visible. This certificate may be
combined with the heating certificate on the
data plate.

V. General Design Recommendations:
A. Orient homes with greatest glass area

facing south with adequate overhangs to
control solar gain during non-heating peri-
ods. Examples of proper roof overhangs are
given in attachment 3 to this exhibit D
(available in any FmHA or its successor
agency under Public Law 103–354 office).

B. Arrange plantings with evergreen wind
buffers on north side and deciduous trees on
south.

C. Whenever possible, orient entry door
away from winter winds.

D. Design house with simple shape to mini-
mize exterior wall area.

E. Minimize glass areas within constraints
of required light and ventilation, applicable
safety codes and other appropriate consider-
ation.

F. Minimize the amount of paved surface
adjacent to the structure where heat gain is
not desirable.

VI. State Supplements: State supplements or
policies will not be issued or adopted to ei-
ther supplement or set requirements dif-
ferent from those of this exhibit without the
prior written approval of the National Office.

[52 FR 8002, Mar. 13, 1987, as amended at 54
FR 6874, Feb. 15, 1989; 59 FR 43723, Aug. 25,
1994; 64 FR 48085, Sept. 2, 1999]

EXHIBIT E—VOLUNTARY NATIONAL

MODEL BUILDING CODES

The following documents address the
health and safety aspects of buildings and re-
lated structures and are voluntary national
model building codes as defined in
§ 1924.4(h)(2) of this subpart. Copies of these
documents may be obtained as indicated
below:

Building code Plumbing code Mechanical code Electrical code

BOCA Basic/National Building
Code 1.

BOCA Basic/National Plumb-
ing Code 1.

BOCA Basic/National Me-
chanical Code 1.

National Electrical Code 5

Standard Building Code 2 .......... Standard Plumbing Code 2 .... Standard Mechanical Code 2

Uniform Building Code 3 ............ Uniform Plumbing Code 3 ...... Uniform Mechanical Code 3 ...
CABO One and Two Family

Dwelling Code 4.
................................................ ................................................

1 Building Officials and Code Administrators International, Inc., 4051 West Flossmoor Road, Country Club Hills, Illinois 60477.
2 Southern Building Code Congress International, Inc., 900 Montclair Road, Birmingham, Alabama 35213–1206.
3 International Conference of Building Officials, 5360 South Workman Mill Road, Whittier, California 90601.
4 Council of American Building Officials, 5203 Leesburg Pike, Falls Church, Virginia 22041.
5 National Fire Protection Association, Batterymarch Park, Quincy, Massachusetts 02269.

EXHIBIT F TO SUBPART A—PAYMENT
BOND

KNOW ALL PERSONS BY
THESE PRESENTS: that
llllllllllllllllllllllll

(Name of Contractor)
llllllllllllllllllllllll

(Address of Contractor)
a ————————,
(Corporation, Partnership or Individual)
hereinafter called
PRINCIPAL and
llllllllllllllllllllllll

(Name of Surety)
hereinafter called SURETY, are held and
firm
bound unto lllllllllllllllll

llllllllllllllllllllllll

(Name of Owner)

llllllllllllllllllllllll

(Address of Owner)

hereinafter called OWNER and the United
States of America acting through the Farm-
ers Home Administration or its successor
agency under Public Law 103–354 hereinafter
referred to as GOVERNMENT, and unto all
persons, firms, and corporations who or
which may furnish labor, or who furnish ma-
terials to perform as described under the
contract and to their successors and assigns
in the total aggregate penal sum of ———,
——— Dollars ($———) in lawful money of
the United States, for the payment of which
sum well and truly to be made, we bind our-
selves, our heirs, executors, administrators,
successors, and assigns, jointly and sever-
ally, firmly by these presents.
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THE CONDITION OF THIS OBLIGATION is
such that whereas, the PRINCIPAL entered
into a certain contract with the OWNER,
dated the ——— day of ———19——, a copy of
which is hereto attached and made a part
hereof for the construction of:

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

NOW, THEREFORE, if the PRINCIPAL shall
promptly make payment to all persons,
firms, and corporations furnishing materials
for or performing labor in the prosecution of
the WORK provided for in such contract, and
any authorized extension or modification
thereof, including all amounts due for mate-
rials, lubricants, oil, gasoline, coal and coke,
repairs on machinery; equipment and tools,
consumed or used in connection with the
construction of such WORK, and for all labor
cost incurred in such WORK including that
by a SUBCONTRACTOR, and to any me-
chanic or materialman lienholder whether it
acquires its lien by operation of State or
Federal law; then this obligation shall be
void, otherwise to remain in full force and ef-
fect.

PROVIDED, that beneficiaries or claim-
ants hereunder shall be limited to the SUB-
CONTRACTORS, and persons, firms, and cor-
porations having a direct contract with the
PRINCIPAL or its SUBCONTRACTORS.

PROVIDED, FURTHER, that the said
SURETY for value received hereby stipulates
and agrees that no change, extension of
time, alteration or addition to the terms of
the contract or to the WORK to be performed
thereunder or the SPECIFICATIONS accom-
panying the same shall in any way affect its
obligation on this BOND, and it does hereby
waive notice of any such change, extension
of time, alteration or addition to the terms
of this contract or to the WORK or to the
SPECIFICATIONS.

PROVIDED, FURTHER, that no suit or ac-
tion shall be commenced hereunder by any
claimant: (a) Unless claimant, other than
one having a direct contract with the PRIN-
CIPAL (or with the GOVERNMENT in the
event the GOVERNMENT is performing the
obligations of the OWNER), shall have given
written notice to any two of the following:
The PRINCIPAL, the OWNER, or the SUR-
ETY above named within ninety (90) days
after such claimant did or performed the last
of the work or labor, or furnished the last of
the materials for which said claim is made,
stating with substantial accuracy the
amount claimed and the name of the party
to whom the materials were furnished, or for
whom the work or labor was done or per-
formed. Such notice shall be served by mail-
ing the same by register mail or certified
mail, postage prepaid, in an envelope ad-
dressed to the PRINCIPAL, OWNER, or SUR-
ETY, at any place where an office is regu-

larly maintained for the transaction of busi-
ness, or served in any manner in which legal
process may be served in the state in which
the aforesaid project is located, save that
such service need not be made by a public of-
ficer. (b) After the expiration of one (1) year
following the date of which PRINCIPAL
ceased work on said CONTRACT, it being un-
derstood, however, that if any limitation em-
bodied in the BOND is prohibited by any law
controlling the construction hereof, such
limitation shall be deemed to be amended so
as to be equal to the minimum period of lim-
itation permitted by such law.

PROVIDED, FURTHER, that it is ex-
pressly agreed that the BOND shall be
deemed amended automatically and imme-
diately, without formal and separate amend-
ments hereto, upon amendment to the Con-
tract not increasing the contract price more
than 20 percent, so as to bind the PRIN-
CIPAL and the SURETY to the full and
faithful performance of the Contract as so
amended. The term ‘‘Amendment’’, wherever
used in this BOND and whether referring to
this BOND, the contract or the loan Docu-
ments shall include any alteration, addition,
extension or modification of any character
whatsoever.

PROVIDED, FURTHER, that no final set-
tlement between the OWNER or GOVERN-
MENT and the CONTRACTOR shall abridge
the right of any benficiary hereunder, whose
claim may be unsatisfied.

IN WITNESS WHEREOF, this instrument
is executed in [number] counterparts, each
one of which shall be deemed an original,
this the ll day of lll.

ATTEST:
llllllllllllllllllllllll

Principal
llllllllllllllllllllllll

(Principal) Secretary
(SEAL)
By lll(s)
llllllllllllllllllllllll

(Address)
llllllllllllllllllllllll

Witness as to Principal
llllllllllllllllllllllll

(Address)
llllllllllllllllllllllll

Surety
ATTEST:
llllllllllllllllllllllll

Witness as to Surety
llllllllllllllllllllllll

(Address)
By llllllllllllllllllllll

Attorney-in-Fact
llllllllllllllllllllllll

(Address)
NOTE.— Date of BOND must not be prior to

date of Contract.
If CONTRACTOR is partnership, all part-

ners should execute BOND.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00136 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



137

RHS, RBS, RUS, FSA, USDA Pt. 1924, Subpt. A, Exh. G

Important: Surety companies executing
BONDS must appear on the Treasury Depart-
ment’s most current list (Circular 570 as
amended) and be authorized to transact busi-
ness in the state where the project is lo-
cated.

EXHIBIT G—PERFORMANCE BOND

KNOW ALL PERSONS BY THESE
PRESENTS: that llllllllllllll

llllllllllllllllllllllll

(Name of Contractor)

llllllllllllllllllllllll

(Address of Contractor)

llllllllllllllllllllllll

(Corportion, Partnership, or Individual)
hereinafter called PRINCIPAL, and

llllllllllllllllllllllll

(Name of Surety)

llllllllllllllllllllllll

(Address of Surety)
hereinafter called SURETY, are held and
firmly bound unto
llllllllllllllllllllllll

llllllllllllllllllllllll

(Name of Owner)

llllllllllllllllllllllll

(Address of Owner)
hereinafter called OWNER, and the United
States of America acting through the Farm-
ers Home Administration or its successor
agency under Public Law 103–354 hereinafter
referred to as the GOVERNMENT in the
total aggregate penal sum of
llllllllllllllllllllllll

Dollars ($lll)
in lawful money of the United States, for the
payment of which sum well and truly to be
made, we bind ourselves, our heirs, execu-
tors, administrators, successors, and assigns,
jointly and severally, firmly by these pre-
sents.

THE CONDITION OF THIS OBLIGATION
is such that whereas, the PRINCIPAL en-
tered into a certain contract with the
OWNER, dated the ll day of lll 19 l, a
copy of which is hereto attached and made a
part hereof for the construction of:

llllllllllllllllllllllll

llllllllllllllllllllllll

NOW, THEREFORE, if the PRINCIPAL
shall well, truly and faithfully perform its
duties, all the undertakings, covenants,
terms, conditions, and agreements of said
contract during the original term thereof,
and any extensions thereof which may be
granted by the OWNER, or GOVERNMENT,
with or without notice to the SURETY and
during the guaranty period and if the PRIN-
CIPAL shall satisfy all claims and demands
incurred under such contract, and shall fully
indemnify and save harmless the OWNER

and GOVERNMENT from all costs and dam-
ages which it may suffer by reason of failure
to do so, and shall reimburse and repay the
OWNER and GOVERNMENT all outlay and
expense which the OWNER and GOVERN-
MENT may incur in making good any de-
fault, then this obligation shall be void, oth-
erwise to remain in full force and effect.

PROVIDED, FURTHER, that the liability
of the PRINCIPAL AND SURETY hereunder
to the GOVERNMENT shall be subject to the
same limitations and defenses as may be
available to them against a claim hereunder
by the OWNER, provided, however, that the
GOVERNMENT may, at its option, perform
any obligations of the OWNER required by
the contract.

PROVIDED, FURTHER, that the said
SURETY, for value received hereby stipu-
lates and agrees that no change, extension of
time, alteration or addition to the terms of
the contract or to WORK to be performed
thereunder or the SPECIFICATIONS accom-
panying same shall in any way affect its ob-
ligation on this BOND, and it does hereby
waive notice of any such change, extension
of time, alteration or addition to the terms
of the contract or to the WORK or to the
SPECIFICATIONS.

PROVIDED, FURTHER, that it is ex-
pressly agreed that the BOND shall be
deemed amended automatically and imme-
diately, without formal and separate amend-
ments hereto, upon amendment to the Con-
tract not increasing the contract price more
than 20 percent, so as to bind the PRIN-
CIPAL and the SURETY to the full and
faithful performance of the CONTRACT as so
amended. The term ‘‘Amendment’’, wherever
used in this BOND, and whether referring to
this BOND, the Contract or the Loan Docu-
ments shall include any alteration, addition,
extension, or modification of any character
whatsoever.

PROVIDED, FURTHER, that no final set-
tlement between the OWNER or GOVERN-
MENT and the PRINCIPAL shall abridge the
right of the other beneficiary hereunder,
whose claim may be unsatisfied. The OWNER
and GOVERNMENT are the only bene-
ficiaries hereunder.

IN WITNESS WHEREOF, this instrument
is executed in [Number] counterparts, each
one of which shall be deemed an original,
this the ll day of lll.
ATTEST:

Principal

llllllllllllllllllllllll

(Principal) Secretary
(SEAL)

llllllllllllllllllllllll

Witness as to Principal

llllllllllllllllllllllll

(Address)
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By lllll(s)

llllllllllllllllllllllll

(Address)

llllllllllllllllllllllll

llllllllllllllllllllllll

Surety
ATTEST:

llllllllllllllllllllllll

Witness as to Surety

llllllllllllllllllllllll

(Address)
By llllllllllllllllllllll

Attorney-in Fact
llllllllllllllllllllllll

(Address)
llllllllllllllllllllllll

llllllllllllllllllllllll

EXHIBIT H TO SUBPART A—PROHIBITION
OF LEAD-BASED PAINTS

I. Purpose

This exhibit prescribes the methods to be
used to comply with the requirements of the
Lead-Based Paint Poisoning Prevention Act,
Public Law 91–695, as amended, (42 U.S.C.
4801 et seq.) and the amendment to section
501 (3) of Public Law 91–695 (42 U.S.C. 4841 (3))
as amended by the National Consumer
Health Information and Health Promotion
Act of 1976, Public Law 94–317.

II. Policy

The Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 shall not permit the use of lead-
based paint on applicable surfaces of any
housing or buildings purchased, repaired, or
rehabilitated for human habitation with fi-
nancial assistance provided by this agency.
Paints used on applicable surfaces shall not
contain more than 0.06 percent lead by
weight calculated as lead metal in the total
nonvolatile content of liquid paints or in the
dried film of paint already applied.

III. Definitions

A. Housing and buildings mean any house,
apartment, or structure intended for human
habitation. This includes any institutional
structure where persons reside, such as an
orphanage, boarding school, dormitory, day
care center or extended care facility, college
housing, domestic or migratory labor hous-
ing, hospitals, group practice facilities, com-
munity facilities, and business or industrial
facilities.

B. Applicable surfaces means all interior
surfaces, whether accessible or not, and
those exterior surfaces which are readily ac-
cessible to children under 7 years of age,
such as stairs, decks, porches, railings, win-
dows, and doors.

C. Lead-based paint means any paint con-
taining more than .5 of 1 percentum lead by
weight, or with respect to paint manufac-
tured after June 22, 1977, lead-based paint
containing more than six one-hundredths of
1 percentum lead by weight.

IV. Requirements

A. All new housing and buildings shall
comply with paragraph II of this exhibit H.

B. For all existing housing and buildings
built after 1950, on which a loan is closed
after July 19, 1978, FmHA or its successor
agency under Public Law 103–354 requires
that the applicant, borrower or tenant be no-
tified of the potential hazard of lead-based
paints, of the symptoms and treatment of
lead poisoning, and of the importance and
availability of maintenance and removal
techniques for eliminating such hazards.
This will be accomplished by providing each
applicant, borrower and/or tenant with a
copy of attachment 1 to this exhibit H,
‘‘Lead-based Paint Hazards, Symptoms,
Treatment and Techniques for Eliminating
Hazards,’’ available in any FmHA or its suc-
cessor agency under Public Law 103–354
County Office. Copies of attachment 1 may
be obtained by the County Supervisor from
the Finance Office, 1520 Market Street, St.
Louis, MO 63103.

C. For all existing housing or buildings
built before 1950 on which a loan is closed
after July 19, 1978, FmHA or its successor
agency under Public Law 103–354 requires
that the applicant, borrower and/or tenant
be notified as in paragraph IV B and a copy
of attachment 2 to this exhibit H, ‘‘Caution
Note on Lead-Based Paint Hazard,’’ available
in any FmHA or its successor agency under
Public Law 103–354 County Office, shall be
delivered to the hands of the applicant, bor-
rowers and/or tenant.

D. For all property transfers and inventory
property sales, attachments 1 and 2 to this
Exhibit H (available in any FmHA or its suc-
cessor agency under Public Law 103–354 of-
fice) shall be handed to the purchaser by the
FmHA or its successor agency under Public
Law 103–354 representative.

E. All inventory housing or buildings built
before 1950 to be repaired, renovated, or reha-
bilitated shall have tests for lead content,
and where found to be hazardous, shall have
any interior lead-based paint removed en-
tirely. Loose or cracked surfaces shall be
cleaned down to the base surface before re-
painting with a paint containing not more
than six one-hundredths of 1 percentum lead
by weight in the total nonvolatile content of
the paint or the equivalent measure of lead
in the dried film of paint already applied or
both. Contracting officers shall include the
following provision prohibiting the use of
lead-based paint in all contracts and sub-
contracts for construction or rehabilitation
of housing or buildings:
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Lead-Based Paint Prohibition

No lead-based paint containing more than
.5 of 1 percentum lead by weight (calculated
as lead metal) in the total nonvolatile con-
tent of the paint, or the equivalent measure
of lead in the dried film of paint already ap-
plied, or both, or with respect to paint manu-
factured after June 22, 1977, no lead-based
paint containing more than .06 of 1
percentum lead by weight (calculated as lead
metal) in the total nonvolatile content of
the paint, or the equivalent measure of lead
in the dried film of paint already applied, or
both, shall be used in the construction or re-
habilitation of residential structures under
this contract or any subsequent subcontrac-
tors.

Authority: This amendment is made under
provisions of 5 U.S.C. 301, 40 U.S.C. 486 (c).

Done at lll, llll this ll day of
llll, 19l.
—————————— lllllllllllll

FmHA or its successor agency under Public
Law 103–354 Representative

V. Summary

Section 401 of the Lead-Based Paint Poi-
soning Prevention Act as amended by the
National Consumer Health Information and
Health Promotion Act of 1976, Pub. L. 94–317,
provides a requirement that each federal
agency issue regulations and to take such
other steps necessary to prohibit the use of
lead-based paint on all applicable surfaces in
Federal and Federally-assisted construction
or rehabilitation of residential structures.
The Lead-Based Paint Poisoning Prevention
Act, Pub. L. 91–695, January 13, 1971, provides
for grants to units of general local govern-
ment in any state for the purpose of detect-
ing and treating incidents of lead-based
paint poisoning. Title II of this Act also pro-
vides for grants to the same units to identify
those areas of risk including testing to de-
tect the presence of lead-based paint on sur-
faces of residential housing.

EXHIBIT I TO SUBPART A—GUIDELINES
FOR SEASONAL FARM LABOR HOUSING

Section 100

General—This exhibit sets forth the guide-
lines and minimum standards for planning
and construction of new Labor Housing (LH)
that will be occupied on a seasonal basis. Re-
habilitation LH projects will be in substan-
tial conformance with these guidelines and
standards. A ‘‘seasonal basis’’ is defined as 6
months or less per year. Seasonal housing
for the farmworker need not be convertible
to year-round occupancy; however, the living
units shall be designed for the intended type
of tenant, the time of occupancy, the loca-
tion, the specific site, and the planned meth-
od of operation. It is important that the de-
sign of the LH site and buildings will help to

create a pleasing lifestyle which will pro-
mote human dignity and pride among its
tenants.

Section 200

Codes and Regulations—Compliance is re-
quired with National, state and local codes
or regulations affecting design, construction,
mechanical, electrical, fire prevention, sani-
tation, and site improvement.

Section 300

Planning

300–1 Complete architectural/engineering
services in accordance with this subpart will
be required if an LH grant is involved or the
LH loan will involve more than four indi-
vidual family units, or any number of group
living units, or dormitory units accommo-
dating 20 or more persons.

300–2 Buildings and site design shall pro-
vide for a safe, secure, economical, healthful,
and attractive living facility and environ-
ment suited to the needs of the domestic
farm laborer and his/her family.

300–3 At least 5 percent of the individual
family units in a project, or one unit, which-
ever is greater, and all common use facilities
will be accessible to or adaptable for phys-
ically handicapped persons. This require-
ment may be modified if a recipient/borrower
shows, through a market survey acceptable
to FmHA or its successor agency under Pub-
lic Law 103–354, that a different percentage of
accessible or adapatable units is more appro-
priate for a particular project and its service
area.

Site Design

301–1 General—The site design shall be ar-
ranged to utilize and preserve the favorable
features and characteristics of the property
and to avoid or minimize the potential harm-
ful effect of unfavorable features. Particular
attention is directed to § 1944.164 (l), (m) and
(n) of subpart D of part 1944 of this chapter
with reference to compliance with subpart G
of part 1940 of this chapter. Some of the fea-
tures which must be considered are the to-
pography, drainage, access, building orienta-
tion to sun and breezes; and advantageous
features, such as vegetation, trees, good
views, etc. or disadvantageous features, such
as offensive odors, noxious plants, noise,
dust, health hazards, etc.

301–2 Drainage—Surface and subsurface
drainage systems shall be provided in ac-
cordance with the applicable development
standard and subpart C of part 1924 of this
chapter.

301–3 Water and Sewage Disposal—Water
supply and sewage disposal installations
shall comply with subpart C of part 1924 of
this chapter, the applicable development
standard and all governing state and local
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department of health requirements. Where
environmentally and economically feasible,
the LH facility shall connect to pubic water
and waste disposal systems.

301–4 Electrical—Adequate electrical
service shall be provided for exterior and in-
terior lighting and for the operation of
equipment.

301–5 Vehicular Access and Parking.
301–5.1 Safe and convenient all-weather

roads shall be provided to connect the site
and its improvements to the off-site public
road.

301–5.2 All-weather drives and parking
shall be provided for tenants, and for trucks
and buses as needed within the site. Drive-
ways, parking areas and walkway locations
shall be in substantial conformance with the
applicable development standard.

301–6 Walks:
301–6.1 Walks shall be provided for safe

convenient access to all dwellings and for
safe pedestrian circulation throughout the
development between locations and facilities
where major need for pedstrian access can be
anticipated, such as laundry, parking to
dwelling units, common dining rooms, etc.

301–6.2 Walkways shall be hard surface,
such a concrete, asphalt, or stablized gravel,
and shall be adequately drained.

301–7 Building Location:
301–7.1 Side and rear yards and distances

between buildings shall conform to the appli-
cable development standard.

301–8. Garbage and Refuse:
301–8.1 Garbage and refuse containers for

individual units are required and shall be
stored on durable functional racks or shall
be located in a central screened area with
easily cleaned surfaces. Single containers for
multiple units shall be screened and in loca-
tions designed to accommodate collection
vehicle functions.

301–9 Fencing:
301–9.1 Fencing used in the site design for

project privacy or building security shall be
harmonious in appearance with other fences
and surrounding facilities which fall within
the same view.

301–10 Outdoor living:
301–10.1 All public areas where pedestrian

use can be anticipated after sunset shall be
adequately lighted for security purposes,
such as walkways to common use facilities—
laundry, dining halls, building entrances,
parking areas, etc.

301–11 Planting and Landscaping:
301–11.1 Planting and lawns or ground cov-

ers shall be provided as required to protect
the site from erosion, control dust, for active
and passive recreation areas, and provide a
pleasant environment.

Building Design

302–1.1 Living Units Design:
302–1.1 Individual Family Unit—One family

or extended family to a unit which shall con-

tain adequate space for living, dining, kitch-
en, bath and bedrooms. Multifamily type
units are required whenever possible for
economy of site and building construction.

a. The minimum total net living unit size
shall be 400 square feet. This size assumes oc-
cupancy of four persons. Units planned for
additional occupants shall include an addi-
tional 60 square feet of living area per per-
son.

b. A living/dining area shall be provided to
accommodate a table and chairs with ade-
quate dining and circulation space for the in-
tended number of occupants. The living/din-
ing area should be combined with the kitch-
en area.

c. The kitchen shall contain a sink, cook-
ing range and refrigerator. A minimum free
countertop area of six square feet is re-
quired. A minimum of 40 square feet of shelf
area is required.

d. Each bathroom shall contain adequate
space and circulation for a bathtub and/or
shower, water closet and lavatory. Access to
the bathroom shall not be through another
bedroom in dwelling units containing more
than one bedroom.

e. Bedroom areas separate from living
areas are required. The design of the unit
shall provide a minimum of 50 square feet of
sleeping area per intended occupant includ-
ing storage. Housing for families with chil-
dren shall have a separate bedroom or sleep-
ing area for the adult couples. A two foot by
two foot shelf with a two foot long clothes
hanging rod is required for each occupant.

302–1.2 Group Living Unit— A living unit
designed for the occupancy of more than one
family or for separate occupancy of male
and/or female groups. Common bath spaces
shall be contained in the same building.
Group living units for families shall have
separate bedrooms for each adult couple.

a. The design of the unit shall provide for
a minimum of 620 square feet of total net liv-
ing area for eight persons and an additional
60 square feet for each additional occupant.
Additional area shall be planned for a second
bathroom when anticipated occupancy will
exceed eight persons, or if it will be occupied
by persons of both sexes.

b. The kitchen shall contain an adequate
sink, cooking range, refrigerator, and space
the size of which is commensurate with the
needs of the group living unit. A minimum of
free countertop area of eight square feet is
required. A minimum of 50 square feet of
shelf area is required.

c. Refer to paragraph 302–1.1 b for living/
dining requirements.

d. Each bathroom shall contain adequate
space and circulation for comfortable access
to, and use of, fixtures which will include a
bathtub and/or shower, water closet and lav-
atory. In no case shall minimum fixtures be
less than that required per paragraph 302–1.3
c below.
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e. Refer to paragraph 301–1.1 e for bedroom
requirements.

302.1.3 Dormitory Living Unit—A building
which provides common sleeping quarters for
persons of the same sex and may or may not
contain kitchen and/or dining facilities in
the same building as the sleeping quarters.

a. The design of areas for sleeping pur-
poses, using single beds, shall provide for not
less than 72 square feet per occupant includ-
ing storage.

b. The design of areas for sleeping pur-
poses, using double bunk beds, shall provide
for not less than 40 square feet per occupant.
Triple bunk beds will not be allowed.

c. The design of each dormitory building
must include a water closet and a bathtub or
shower for each 12 occupants, and a lavatory
for each 8 persons. Urinals may be sub-
stituted for men’s water closets on the basis
of one urinal for one water closet, up to max-
imum of one-third of the required water clos-
ets.

d. Adequate kitchen and dining facilities
must be provided which may be in the dor-
mitory building or detached at a distance of
not more than 200 feet from the sleeping
quarters. In either case, the space must con-
tain adequate cooking ranges, refrigerators,
sinks, countertop, food storage shelves, ta-
bles and chairs, and circulation space. These
facilities will comply with the requirements
of the ‘‘Food Service Sanitation Ordinance
and Code,’’ part V of the ‘‘Food Service Sani-
tation Manual,’’ U.S. Public Health Service
Publication 934 (1965).

302–2 Other Facilities:
302–2.1 General—Other facilities, author-

ized by subpart D of part 1944 of this chapter,
needed by farm workers may be provided in
several ways: part of a living unit, located in
the project, or, with the exception of laundry
facilities, available nearby.

302–2.2 Laundry Facilities— Laundry facili-
ties shall be required on-site. Drying yards
shall be provided if dryer units are not pro-
vided. The design of washing facilities shall
plan for a minimum rate of one washer for
each 20 occupants. One drying unit may be
provided for every two washers, if automatic
dryers are customarily provided for rental
housing in the community. Laundry facili-
ties shall have adequate space for loading
the units, circulation, and clothes folding.

302–2.3 Office and Maintenance— An office
and maintenance space shall be provided or
available, commensurate with the number of
living units served, and shall meet the cri-
teria of the FmHA or its successor agency
under Public Law 103–354 Manual of Accept-
able Practices. If necessary, the mainte-
nance space shall have sufficient area to ac-
commodate furniture storage.

302–2.4 Child Care Center— Where feasible,
a child care center may be included to pro-
vide supervised activity and safety for chil-
dren while the parents work. Supervisors and

workers for such centers are sometimes en-
listed on a volunteer basis and the cost borne
by nonprofit associations or community or-
ganizations. Grants are sometimes available
through Federal or state programs. Con-
sequently, the design of the child care center
should meet the requirements of those
sources providing organizational personnel
and/or financing.

302–2.5 Manager’s Dwelling— If a man-
ager’s dwelling unit is to be provided as a
part of the FmHA or its successor agency
under Public Law 103–354 loan or grant, it
will meet these guidelines. However, if it is
necessary to provide a year-round caretaker/
manager dwelling unit with FmHA or its
successor agency under Public Law 103–354
loan or grant funds, it will meet the applica-
ble development standard.

302–2.6 Recreation— Outdoor recreation
space is required and shall be commensurate
with the needs of the occupants. Active and
passive recreation areas will be provided
which may consist of outdoor sitting areas,
playfields, tot lots and play equipment.

General Requirements

303–1 Materials and Construction—All
materials and their installation in a LH fa-
cility shall meet the applicable development
standard. Any exceptions to these require-
ments for materials and their installation
must be obtained with the approval of the
FmHA or its successor agency under Public
Law 103–354 National Office. Material should
be selected that is durable and easily cleaned
and maintained.

303–2 Fire Protection—Fire protection
and egress shall be provided to comply with
the applicable development standard.

303–3 Light, Ventilation, Screening—Nat-
ural light and ventilation requirements as
specified in the applicable development
standard shall be followed. Screening of all
exterior openings is required.

303–4 Ceiling Heights—Ceiling heights of
habitable rooms shall be a minimum of seven
feet six inches clear, and seven feet in halls
or baths in dwelling units. Public rooms
shall have a minimum of eight feet clear
ceiling height. Sloping ceilings shall have at
least seven feet six inches for 1⁄2 the room
with no portion less than five feet in height.

303–5 Heating and Cooling—Heating and
cooling and/or air circulation equipment
shall be installed as needed for the comfort
of the tenants, considering the climate and
time of year the facility will be in operation.
Maximum feasible use of passive solar heat-
ing and cooling techniques shall be required.
All equipment installed will be in accordance
with the applicable development standard to
protect the health and safety of occupants.

303–6 Plumbing—Plumbing materials and
their installation shall meet the applicable
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development standard. Hot water will be re-
quired to all living units, baths, kitchens
and laundry facilities.

303–7 Insulation, Thermal Standards, Win-
terization—Insulation will be required where
either heating or cooling is provided as per
paragraph 303–5 above or when climatic con-
ditions dictate a need for insulation. Insula-
tion Standards will comply with exhibit D,
paragraph IV C 3, of this subpart, or the
state insulation standards, whichever are the
more stringent.

303–8 Electrical—Electrical design, equip-
ment and installation shall comply with the
requirements of the latest edition of the Na-
tional Electrical Code, and the applicable de-
velopment standard for materials and their
installation. Individual family units may be
separately metered; other types of dwelling
units may be separately metered as required.

303–9 Security and Winterization—Ade-
quate management and physical measures
will be provided as necessary to protect the
facility during off-season periods, including
adequate heating and insulation as required.

[52 FR 8002, Mar. 13, 1987, as amended at 52
FR 19283, May 22, 1987; 58 FR 38922, July 21,
1993]

EXHIBIT J TO SUBPART A—MANUFAC-
TURED HOME SITES, RENTAL
PROJECTS AND SUBDIVISIONS: DEVEL-
OPMENT, INSTALLATION AND SET-UP

Part A—Introduction
Part B—Construction and Land Development
Part C—Drawings, Specifications, Contract

Documents and Other Documentation
Part D—Inspection of Development Work

Part A—Introduction

I. Purpose and Scope. This exhibit describes
and identifies acceptable site development,
installation and set-up practices and con-
cepts for manufactured homes. It is intended
for FmHA or its successor agency under Pub-
lic Law 103–354 field personnel, builders, de-
velopers, sponsors, and others participating
in FmHA or its successor agency under Pub-
lic Law 103–354 housing programs.

This exhibit applies to all manufactured
homes (except those referenced in exhibit B
of this subpart) on scattered sites or in rent-
al projects and subdivisions and covers the
requirements for design and construction of
manufactured home communities. FmHA or
its successor agency under Public Law 103–
354 may approve alternatives or substitutes
if it finds the proposed design satisfactory
for the proposed use, and if the materials, in-
stallation, device, arrangement, or method
of work is at least equivalent to that pre-
scribed in this exhibit considering quality,
strength, effectiveness, durability, safety
and protection of life and health.

FmHA or its successor agency under Pub-
lic Law 103–354 will require satisfactory evi-
dence to be submitted to substantiate claims
made regarding the use of any proposed al-
ternative.

II. Background. FmHA or its successor
agency under Public Law 103–354 has author-
ity to make (1) section 502 Rural Housing
(RH) loans with respect to manufactured
homes and lots, and (2) section 515 Rural
Rental Housing (RRH) loans with respect to
manufactured home rental projects.

The manufactured home must be con-
structed in conformance with the Federal
Manufactured Home Construction and Safety
Standard (FMHCSS) and be permanently at-
tached to a site-built permanent foundation
which meets or exceeds the Minimum Prop-
erty Standards (MPS) for One- and Two-
Family Dwellings or Model Building Codes
acceptable to FmHA or its successor agency
under Public Law 103–354. The manufactured
home must be permanently attached to that
foundation by anchoring devices adequate to
resist all loads identified in the MPS. This
includes resistance to ground movements,
seismic shaking, potential shearing, over-
turning and uplift loads caused by wind.
Note that anchoring straps or cables affixed
to ground anchors other than footings will
not meet these requirements.

Subpart G of part 1940 of this chapter ap-
plies on scattered sites, in subdivisions and
rental projects to the development, installa-
tion and set-up of manufactured homes. To de-
termine the level of environmental analysis
required for a particular application, each
manufactured home or lot involved shall be
considered as equivalent to one housing unit
or lot as these terms are used in §§ 1940.310–
1940.312 as well as in any other sections of
subpart G of part 1940 of this chapter. The
implementation of FmHA or its successor
agency under Public Law 103–354 environ-
mental policies and the consideration of im-
portant land use impacts are of particular
relevance in the review of proposed manufac-
tured home sites and in achieving the two
purposes highlighted below. Because the de-
velopment, installation and set-up of manu-
factured home communities, including scat-
tered sites, rental projects, and subdivisions,
differ in some requirements from conven-
tional site and subdivision development, two
of the purposes of this exhibit are to:

A. Encourage economical and orderly de-
velopment of such communities and nearby
areas, and

B. Promote the safety and health of resi-
dents of such communities.

Therefore, this exhibit identifies those re-
quired standards and regulations and sug-
gested guidelines for eliminating and pre-
venting health and safety hazards and pro-
moting the economical and orderly develop-
ment and utilization of land for planning and
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development of manufactured home commu-
nities. The exhibit also provides the require-
ments for meeting the following:

A. Resistance to Wind. Foundations and an-
chorages shall be designed to resist wind
forces specified in American National Stand-
ards Institute (ANSI) A–58.1–1982 for the geo-
graphic area in which the manufactured
home will be sited;

B. Proper Installation. The manufacturer’s
installation instructions provided with each
manufactured home shall contain instruc-
tions for at least one site-built foundation
with interior and/or perimeter supports.
FmHA or its successor agency under Public
Law 103–354 field office personnel shall re-
view to determine its adequacy as security
for an FmHA or its successor agency under
Public Law 103–354 loan only, the foundation
design concept for compliance with this ex-
hibit, the FmHA or its successor agency
under Public Law 103–354/MPS and any Model
Building Code acceptable to FmHA or its
successor agency under Public Law 103–354 in
that particular geographic area; and

C. Proper Foundation Design. Manufactured
homes shall be installed on a foundation sys-
tem which is designed and constructed to
sustain, within allowable stress and settle-
ment limitations, all applicable loads. Any
foundation and anchorage system or method
of construction to be used should be analyzed
in accordance with well-established prin-
ciples of mechanics and structural engineer-
ing.

III. Definitions. For the purpose of this ex-
hibit the following definitions apply:

Accessory Building or Structure.
A subordinate building or structure which

is an addition to or supplements the facili-
ties provided by a manufactured home.

Anchoring Systems. An approved system for
securing the manufactured home to the
ground or foundation system that will, when
properly designed and installed, resist over-
turning and lateral movement of the home
from wind forces.

Contiguous. Sharing a boundary, adjoining
or adjacent. A lot or subdivision is consid-
ered to be contiguous to other lots or sub-
divisions if it is adjoining, touching or adja-
cent.

Federal manufactured Home Construction and
Safety Standards (FMHCSS). A 1976 federal
standard, commonly known as the HUD
Standard, for the construction, design and
performance of a manufactured home which
meets the needs of the public including the
need for quality, durability and safety. Units
conforming to the FMHCSS are certified by
an affixed label that reads as follows:

AS EVIDENCED BY THIS LABEL NO.
llll THE MANUFACTURER CERTIFIES
TO THE BEST OF THE MANUFACTURER’S
KNOWLEDGE AND BELIEF THAT THIS
MANUFACTURED HOME HAS BEEN IN-
SPECTED IN ACCORDANCE WITH THE RE-

QUIREMENTS OF THE DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT
AND IS CONSTRUCTED IN CONFORMANCE
WITH THE FEDERAL MANUFACTURED
HOME CONSTRUCTION AND SAFETY
STANDARDS IN EFFECT ON THE DATE OF
MANUFACTURE. SEE DATA PLATE.

Manufactured Home. A structure which is
built to the Federal Manufactured Home
Construction and Safety Standards and
FmHA or its successor agency under Public
Law 103–354’s thermal requirements. It is
transportable in one or more sections, which
in the traveling mode is ten body feet or
more in width, and when erected on site is
four hundred or more square feet, and which
is built on a permanent foundation when
connected to the required utilities. It is de-
signed and constructed for permanent occu-
pancy by a single family and contains per-
manent eating, cooking, sleeping and sani-
tary facilities. The plumbing, heating, and
electrical systems are contained in the
structure.

Manufactured Home Community. A parcel or
contiguous parcels of land which contains
two or more manufactured home sites avail-
able to the general public for occupancy.
Sites and units may be for rent, or sites may
be sold for residential occupancy (as in a
subdivision).

Manufactured Home Rental Project. A parcel
or multiple parcels of land which have been
so designated and improved to contain man-
ufactured homes with sites available for
rent.

Manufactured Home Site. A designated par-
cel of land in a manufactured home rental
project, subdivision or scattered site de-
signed for the accommodation of a unit and
its accessory structures for the exclusive use
of the occupants.

Manufactured Home Subdivisions. Five or
more contiguous (developed or undeveloped)
lots, or building sites that meet the require-
ments of subpart C of part 1924 of this chap-
ter.

Permanent Perimeter Enclosure. A perma-
nent perimeter structural system completely
enclosing the space between the floor joist of
the manufactured home and the ground. If
separate from the foundation system, the
permanent perimeter enclosure shall be se-
cured to the perimeter of the manufactured
home, properly ventilated and accessible and
constructed of materials that conform to the
FmHA or its successor agency under Public
Law 103–354 adopted MPS requirements for
foundations.

Pier Support System. Consists of footings,
piers, caps, leveling spacers, or approved pre-
fabricated load bearing devices.

Related Facilities. Any nonresidential struc-
ture or building used for rental housing re-
lated purposes.
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Site-Built Permanent Foundation System. A
foundation system (consisting of a combina-
tion of footings, piers, caps and shims and
anchoring devices or required structural con-
nections) which is designed and constructed
to support the unit and sustain, within al-
lowable stress and settlement limitations,
all applicable loads specified in ANSI A58.1–
1982. All loads shall be transferred from the
manufactured home to the earth at a depth
below the established frost line without ex-
ceeding the safe bearing capacity of the sup-
porting soil.

Set-Up. The work performed and operations
involved in the placement of a manufactured
home on a foundation system, to include in-
stallation of accessories or appurtenances
and anchoring devices, and when local regu-
lations permit, connection of utilities, but
excluding preparation of the site.

IV. Compliance with Local Regulations.
These requirements do not replace site de-
velopment standards established by local
law, ordinances, or regulations. Whenever
such local standards contain more stringent
provisions than any of the site development,
installation and set-up minimums of FmHA
or its successor agency under Public Law
103–354, the more stringent standards shall
govern.

V. Applicable Standards, Regulations and
Manuals.— A. Manufactured housing to be fi-
nanced by FmHA or its successor agency
under Public Law 103–354 must comply with
the following standards:

1. Federal Manufactured Home Construc-
tion and Safety Standards, 24 CFR part 3280,
mandated by Congress under title VI of the
Federal Housing and Community Develop-
ment Act of 1974, except for § 3280.506, ‘‘Heat
Loss,’’ of subpart F, ‘‘Thermal Protection,’’
to part 3280.

2. Foundation requirements of the Min-
imum Property Standards as adopted by
FmHA or its successor agency under Public
Law 103–354 or a Model Building Code accept-
able to FmHA or its successor agency under
Public Law 103–354.

3. [Reserved]
4. Uniform Federal Accessibility Standard

(UFAS).
5. ANSI A58.1–1982, Minimum Design Loads

for Buildings and Other Structures.
B. Manufactured housing to be financed by

FmHA or its successor agency under Public
Law 103–354 shall comply with all applicable
FmHA or its successor agency under Public
Law 103–354 regulations, including but not
limited to the following:

1. Subpart C of part 1924 of this chapter,
‘‘Planning and Performing Development
Work.’’

2. Subpart A of part 1924, exhibit D, ‘‘Ther-
mal Performance Construction Standards.’’

3. Subpart G of part 1940, ‘‘Environmental
Program.’’

4. Subpart A of part 1944, ‘‘Section 502
Rural Housing Loan Policies, Procedures,
and Authorizations.’’

5. Subpart E of part 1944, ‘‘Rural Rental
Housing Loan Policies, Procedures, and Au-
thorizations.’’

The requirements of the above references
have not been repeated in this exhibit. Those
requirements contained above are either
mandatory or minimums and every effort
should be made by the applicant, builder-de-
veloper or dealer-contractor to utilize higher
standards, when appropriate.

Part B—Construction and Land Development

I. General Acceptability Criteria. The fol-
lowing criteria apply to development on
scattered sites, in subdivisions and in rental
project communities.

A. A manufactured home development in-
cluding a site, rental project or subdivision
shall be located on property designated for
that use, where designations exist, by the
local jurisdiction.

B. Conditions of soil, ground water level,
drainage, flooding and topography shall not
create hazards to the property and health or
safety of the residents.

C. The finished grade elevation beneath the
manufactured home or the first flood ele-
vation of the habitable space, whichever is
lower, shall be above the 100-year return fre-
quency flood elevation. This requirement ap-
plies wherever manufactured homes may be
installed, not just in locations designated by
the National Flood Insurance Program as
areas of special flood hazards. The use of fill
to accomplish this is a last resort. However,
as stated in § 1940.304 of subpart G of part 1940
of this chapter, it is FmHA or its successor
agency under Public Law 103–354’s policy not
to approve or fund any proposal in a 100-year
floodplain area unless there is no practicable
alternative to such a floodplain location.

D. Essential service such as employment
centers, shopping, schools, recreation areas,
police and fire protection, and garbage and
trash removal shall be convenient to the de-
velopment and any site, community, or sub-
division must meet the environmental and
location requirements contained in subpart
G of part 1940 of this chapter.

E. Manufactured home sites, rental
projects and subdivisions shall not be subject
to any adverse influences of adjacent land
uses. An adverse influence is considered as
one that is out of the acceptable level or
range of a recognizable standard or where no
standard exists is considered a nuisance irre-
spective of a site being zoned for manufac-
tured home use. Health, safety and aesthetic
consequences of location shall be carefully
assessed by inspection of the site prior to se-
lection of development. Undesirable land
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uses sush as deteriorated residential or com-
mercial areas and noxious industrial prop-
erties shall be avoided to ensure compat-
ibility. Other undesirable elements such as
heavily traveled highways, airport runways,
railroad, or fire hazards and other areas sub-
ject to recognizably intolerable noise levels
shall be avoided.

F. The requirements for streets shall be
those found in subpart C of part 1924 of this
chapter.

G. The site design and development shall
be in accordance with sound engineering and
architectural practices and shall provide for
all utilities in a manner which allows ade-
quate, economic, safe, energy efficient and
dependable systems with sufficient ease-
ments for their required installation and
maintenance.

H. Utilities for each manufactured home
site, rental housing project or subdivision
shall be designed and installed in accordance
with subpart C of part 1924 of this chapter;
and the State health authority having juris-
diction, and all local laws and regulations re-
quiring approval prior to construction.

I. Exhibit C, section V of this subpart shall
be complied with by the applicant, dealer-
contractor or builder-developer for manufac-
tured home projects with individual water
supply and sewage disposal systems. This ex-
hibit shall be used by the FmHA or its suc-
cessor agency under Public Law 103–354
County Supervisors, District Directors, and
State Directors in reviewing submissions.

J. During the planning, design, and con-
struction of the foundation system and/or pe-
rimeter enclosure, provisions shall be made
for the installation and connection of on-site
water, gas, electrical and sewer systems,
which are necessary for the normal oper-
ation of the manufactured home. Water and
sewer system hookups shall be adequately
protected from freezing.

II. Development on Scattered Sites and in
Subdivisions.—A. General. Scattered sites
and subdivision developments will be
planned and constructed in accordance with
specific requirements of this subpart, sub-
part C of part 1924, and subpart G of part 1940
of this chapter, and the applicable FmHA or
its successor agency under Public Law 103–
354/MPS or Model Building Codes acceptable
to FmHA or its successor agency under Pub-
lic Law 103–354. Manufactured homes for de-
velopment in a manufactured home commu-
nity shall:

1. Be erected with or without a basement
on a site-built permanent foundation that
meets or exceeds applicable requirements of
the FmHA or its successor agency under
Public Law 103–354/MPS for One- and Two-
Family Dwellings or Model Building Codes
acceptable to FmHA or its successor agency
under Public Law 103–354;

2. Be permanently attached to that founda-
tion by anchoring devices adequate to resist

all loads identified in the FmHA or its suc-
cessor agency under Public Law 103–354
adopted MPS (this includes resistance to
ground movements, seismic shaking, poten-
tial shearing, overturning and uplift loads
caused by wind, etc.);

3. Have had the towing hitch or running
gear, which includes tongues, axles, brakes,
wheels, lights and other parts of the chassis
that operate only during transportation re-
moved;

4. Have any crawl space beneath the manu-
factured home properly ventilated and en-
closed by a continuous permanent perimeter
enclosure. If it is not the supporting founda-
tion, designed to resist all forces to which it
may be subject without transmitting to the
building superstructure movements or any
effects caused by frost heave, soil settlement
(consolidation), or shrinking or swelling of
expansive soils; and be constructed of mate-
rials that conform to FmHA or its successor
agency under Public Law 103–354 adopted
MPS requirements for foundations;

5. Have the manufactured home insulated
to meet the energy conserving requirements
contained in exhibit D of this subpart;

6. Have a manufactured home site, site im-
provements, and all other features of the
mortgaged property not addressed by the
Federal Manufactured Home Construction
and Safety Standards, meet or exceed appli-
cable requirements of this subpart and sub-
part C of part 1924 of this chapter, the FmHA
or its successor agency under Public Law
103–354 adopted MPS except paragraph 31–2.2
or a Model Building Code acceptable to
FmHA or its successor agency under Public
Law 103–354;

7. Have had the manufactured unit itself
braced and stiffened where necessary before
it leaves the factory to eliminate racking
and potential damage during transportation;
and

8. Be eligible for financing in accordance
with the requirements of either section 502,
or section 515 of FmHA or its successor agen-
cy under Public Law 103–354’s Housing Pro-
gram, for which purpose the beginning of
construction will be the commencement of
on-site work even though the manufactured
home itself may have been produced and
temporarily stored prior to the date of appli-
cation for financing.

B. Site Planning and Development. The site
planning and development of manufactured
home scattered sites and subdivisions shall
also comply with the following:

1. Arrangement of Structures and Facilities.
The site, including the manufactured home,
accessory structures, and all site improve-
ments shall be harmoniously and efficiently
organized in relation to topography, the
shape of the plot, and the shape, size and po-
sition of the unit. Particular attention shall
be paid to use, appearance and livability.
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2. Adaptation to Site Assets. The manufac-
tured home shall be fitted to the terrain
with a minimum disturbance of the land. Ex-
isting trees, rock formations, and other nat-
ural site features shall be preserved to the
extent practical. Favorable views or out-
looks shall be emphasized by the plan.

3. Site Plan. The site plan shall provide for
a desirable residential environment which is
an asset to the community in which it is lo-
cated.

4. Lot Size. The size of manufactured home
lots (scattered sites and subdivision) shall be
determined by § 1944.11(e) of subpart A of part
1944 and subpart C of part 1924 of this chap-
ter.

C. Foundation Systems, Anchoring and Set-
up.

1. The foundation system shall be con-
structed in accordance with this subpart and
one of the following: (a) The foundation sys-
tem included in the manufacturer’s installa-
tion instructions meeting FmHA or its suc-
cessor agency under Public Law 103–354/MPS
requirements, (b) the FmHA or its successor
agency under Public Law 103–354/MPS 4900.1,
which specifies performance requirements
for foundations in section 600 ‘‘General’’ and
paragraph 601–16 ‘‘Foundations,’’ or (c) an
FmHA or its successor agency under Public
Law 103–354 recognized model building code.

2. The manufactured home permanent
foundation system shall constitute a perma-
nent load bearing support system for the
manufactured home. The manufacturer or
applicant shall be permitted to design or
specify the installation of a foundation sys-
tem which meets FmHA or its successor
agency under Public Law 103–354/MPS design
requirements for foundations and the general
requirements above.

3. The applicant’s responsibility for proper
design and installation of the permanent
foundation system, anchoring and set-up
shall be in accordance with § 1924.5(f)(1), of
this subpart.

4. The builder/developer of the manufac-
tured home property, for proposed construc-
tion, shall submit with the application for fi-
nancing by the applicant or for a conditional
commitment design calculations, details and
drawings for the installation, anchorage and
construction of permanent foundation and
perimeter enclosure to be used.

III. Rental Housing Project Development.— A.
General. Manufactured housing rental devel-
opments shall be planned and constructed in
accordance with requirements of subpart C
of part 1924; this subpart; subpart G of part
1940, the FmHA or its successor agency under
Public Law 103–354/MPS; and the require-
ments of subpart E of part 1944 of this chap-
ter.

B. Site Planning and Development. Site plan-
ning and development shall adapt to indi-
vidual site conditions and the type of market
to be served, reflect advances in site plan-

ning and development techniques, and be
adaptable to the trends in design of the man-
ufactured home. Site planning and develop-
ment shall utilize existing terrain, trees,
shrubs and rocks formations to the extent
practicable. A regimental style site plan de-
sign should be avoided.

C. Foundation Systems, Anchoring and Set-
up. Foundation systems, anchoring and set/
ups for manufactured home rental projects
(site and home) developed under FmHA or its
successor agency under Public Law 103–354
section 515 Rural Rental Housing program
shall comply with the requirements of para-
graphs II A and II C above.

IV. Accessory Structures and Related Facili-
ties.— A. General. Accessory structures and
related facilities are dependent upon the
manufactured home and its environment.

1. Accessory structures and related facili-
ties shall be planned, designed and con-
structed in accordance with the applicable
provisions of this subpart; the FmHA or its
successor agency under Public Law 103–354/
MPS; and local criteria of the authority hav-
ing jurisdiction.

2. Accessory structures and related facili-
ties shall be designed in a manner that will
eliminate and prevent health and safety haz-
ards and enhance the appearance of the man-
ufactured home and its environment.

3. Accessory structures and related facili-
ties shall not obstruct required openings for
light and ventilation of the manufactured
home and shall not hamper installation and
utility connections of the unit.

B. Accessory Structures. 1. Accessory struc-
tures shall not include spaces for pantries,
bath, toilet, laundries, closets or utility
rooms.

2. Accessory structures shall be carefully
designed and constructed for the convenience
and comfort of the manufactured home occu-
pant. These features significantly affect the
visual appearance of the community and in-
fluence livability.

C. Related Facilities (Rental Housing
Projects). 1. This includes those facilities as
defined in §§ 1944.205(i) and 1944.212(f) of sub-
part E of part 1944 of this chapter.

1. This includes those facilities as defined
in § 1944.212(e) of subpart E of part 1944 of this
chapter.

2. Related facilities built on-site must
meet the FmHA or its successor agency
under Public Law 103–354/MPS and subpart A
of part 1924 of this chapter or other building
codes approved by FmHA or its successor
agency under Public Law 103–354.

3. Workmanship shall be of a quality equal
to good standard practice. Material shall be
of such kind and quality as to assure reason-
able durability and economy of maintenance,
all commensurate with the class of building
under consideration.

4. All members and parts of the construc-
tion shall be properly designed to carry all
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loads imposed without detrimental effect on
finish or covering materials.

5. The structure shall be adequately braced
against lateral stresses and each member
shall be correctly fitted and connected.

6. Adequate precautions shall be taken to
protect against fire and accidents.

7. All related facilities which require ac-
cessibility to the handicapped must comply
with the Uniform Federal Accessibility
Standard (UFAS).

V. Fire Protection and Safety. A. The design
of the site plan for each manufactured com-
munity and scattered site shall meet the fire
protection and safety requirements of the
local authority responsible for providing the
necessary fire protection services.

B. All fire detection and alarm systems,
and water supply requirements for fire pro-
tection for manufactured communities shall
be in accordance with the local authority re-
sponsible for providing the necessary fire
protection services.

C. Any portion of a manufactured home
shall not be closer than the local separation
requirements of the development standard
for side to side, end to end, and end to side
siting. If the exposed composite wall and roof
of two or more manufactured homes are pro-
posed to be joined they shall be without
openings and constructed of materials which
will provide a minmum one-hour fire rating
each, or the manufactured homes are sepa-
rated by a one-hour fire rated barrier de-
signed and approved for such installation
and permitted by the authority having juris-
diction.

D. Manufactured homes shall not be posi-
tioned vertically (stacked) with one over the
other in whole or in part without the specific
approval of the authority having jurisdic-
tion.

Part C—Drawings, Specifications, Contract
Documents and Other Documentation

I. General. Adequate site development and
foundation installation drawings and
specfications shall be provided by the appli-
cant or dealer-contractor to FmHA or its
successor agency under Public Law 103–354 to
fully describe the construction and other de-
velopment work. These documents shall be
provided according to the requirements of
§ 1924.5(f)(1) of this subpart. Contract docu-
ments will be prepared in accordance with
§ 1924.6 and, in the case of multiple family
housing construction and development,
§ 1924.13 of this subpart.

A. The documents recommended shall be
used as a guide for drawings and specifica-
tions to be submitted in support of all types
of loan and/or grant applications involving
manufactured homes. Adequate and accurate
drawings and specifications are necessary to:

1. Determine the acceptability of the phys-
ical environment and improvements,

2. Determine compliance with the applica-
ble standards and codes,

3. Review cost estimates, and
4. Provide a basis for financing, inspec-

tions, and the warranty.
B. Detailed floor plans, drawings and speci-

fications are not required for any manufac-
tured home to be installed on a scattered
site, in a subdivision or rental housing
project. However, a schematic floor plan
should be submitted by the applicant when
applying for FmHA or its successor agency
under Public Law 103–354 financing. The unit
must have an affixed label as specified in
paragraph XIV (c)(3) of exhibit F of subpart
A of part 1944 indicating that the unit is con-
structed to the FmHA or its successor agen-
cy under Public Law 103–354 thermal require-
ments for the appropriate winter degree
days. This will indicate that the manufac-
turer certifies that the unit has been prop-
erly inspected and it meets the FmHA or its
successor agency under Public Law 103–354
Thermal Performance Construction Stand-
ard.

C. For proposed construction, the builder
or dealer-contractor shall submit with the
loan or grant application design calcula-
tions, details and drawings for the installa-
tion, anchorage and construction of the per-
manent foundations and perimeter enclosure
to be used. Drawings and specifications for
foundation systems will be reviewed and ex-
amined by either the FmHA or its successor
agency under Public Law 103–354 County Su-
pervisor, District Director, or State Archi-
tect/Engineer for foundation support loca-
tions, loads and connection requirements
specified by the manufacturer as a basis for
evaluating foundation compliance with the
FmHA or its successor agency under Public
Law 103–354/MPS or Model Building Code,
and for determining design suitability for
soil conditions. Drawings and specifications
will also be examined by FmHA or its suc-
cessor agency under Public Law 103–354 to
determine compliance with all other on-site
features not covered by the FMHCSS.

D. Foundation design sections and details
of all critical construction points systems,
anchorage methods, and structural items
shall be scaled as necessary to provide all ap-
propriate information 1:30 (3/8’’=1’-0’’) min-
imum.

II. Scattered Sites. Drawings for single fam-
ily manufactured housing shall be submitted
by the applicant in addition to the require-
ments of paragraph I above and the require-
ments of paragraphs II A and D–7 of exhibit
C of this subpart.

III. Subdivisions. Subpart C of part 1924 of
this chapter will be used in preparing and
providing supporting documents.

IV. Rental Housing Projects. Subpart C of
part 1924 of this chapter will be used in pre-
paring and providing supporting documents.
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V. Specifications. A. Form FmHA or its suc-
cessor agency under Public Law 103–354 424–
2, ‘‘Description of Materials,’’ or other ac-
ceptable and comparable descriptions of all
materials used for site development, founda-
tion installation and the permanent perim-
eter enclosure shall be submitted with the
drawings by the applicant.

B. The material identification information
shall be in sufficient detail to fully describe
the material, size and grade. Where nec-
essary, additional sheets shall be attached as
well as manufacturer’s specification sheets
for equipment and/or special materials.

Part D—Inspection of Development Work

I. General. The following policies will gov-
ern the inspection of all manufactured hous-
ing development work. This includes scat-
tered sites, subdivisions, rental housing
projects and all accessory structures and re-
lated facilities unless otherwise indicated.

II. Inspections. A. The responsibility for fre-
quency and propose of inspections shall be in
accordance with § 1924.9(b) (1), (2) and (3) of
this subpart. The inspection requirements of
§ 1924.13 apply to the planning and conduct of
construction work on all 515 housing devel-
opments that are more extensive in scope
and more complex in nature than those in-
volving an individual manufactured housing
unit. The Stage 2 inspection customary for
site-built housing when the building is en-
closed is not required for manufactured
homes.

The Stage 2 inspection for manufactured
homes will be made within two working days
after erection or placement on the founda-
tion to determine compliance with accepted
installation drawings and specifications for
installation and set-up and to verify that the
correct unit is on the site.

Stages 2 and 3 inspections for manufac-
tured homes may be combined when author-
ized by the State Director.

B. The borrower will join the County Su-
pervisor or the District Director in making
periodic inspections as often as possible and
always for the final inspection.

C. The borrower should be encouraged to
make enough periodic visits to the site to be
familiar with the progress and performance
of the work in order to protect the bor-
rower’s interest. If the borrower observes or
otherwise becomes aware of any fault or de-
fect in the work or nonconformance with the
contract documents, the borrower should
give prompt written notice thereof to the
dealer-contractor and a copy of the notice to
the appropriate County Supervisor or Dis-
trict Director.

D. During inspection, it will generally be
infeasible to determine whether a manufac-
tured unit erected on a site was properly
braced and stiffened during transportation.
Inspectors should examine these units to de-
termine that there is no obvious damage or

loosening of fastenings that may have oc-
curred during transportation. The dealer-
contractor must warrant these units against
such damage, which should protect FmHA or
its successor agency under Public Law 103–
354’s interest.

III. Warranty Plan Coverage. The warranty
requirements for all development work shall
be in accordance with § 1924.9(d) of this sub-
part and exhibit F of subpart A of part 1944
of this chapter.

[51 FR 41603, Nov. 18, 1986, as amended at 52
FR 19283, May 22, 1987; 53 FR 2156, Jan. 26,
1988]

EXHIBIT K TO SUBPART A—CLASSIFICA-
TIONS FOR MULTI-FAMILY RESIDEN-
TIAL REHABILITATION WORK

I. General

This exhibit distinguishes between what
FmHA or its successor agency under Public
Law 103–354 considers maintenance and re-
pair work, moderate rehabilitation and sub-
stantial rehabilitation. In all cases, the
building or project to be rehabilitated shall
be structurally sound. The applicant shall
have a structural analysis of the existing
building made to determine the adequacy of
all structural systems for the proposed reha-
bilitation.

II. Definitions

Maintenance and Repair—Work involved in
the selective replacement and general main-
tenance and repair of certain materials, ap-
pliances or components of an existing resi-
dential building.

Moderate Rehabilitation—All work di-
rectly involved in the rearrangement of inte-
rior space, the replacement of finish mate-
rials or components of the electrical, plumb-
ing, heating or conveyance systems of an ex-
isting multi-family residential building.
Work and improvements are considered to be
more than routine maintenance and repair.

Substantial Rehabilitation—All work di-
rectly involved in the rearrangement of inte-
rior space that involves alteration of load
bearing partitions and columns; the replace-
ment of the electrical, plumbing, heating or
conveyance systems; and the addition to and/
or major conversion of existing multi-family
residential buildings or other building struc-
tures.

Moderate rehabilitation and repair shall
not be limited to building changes for cos-
metic or convenience purposes. In all cases
moderate rehabilitation shall involve a min-
imum of three (3) components of building re-
habilitation listed as moderate. Unless com-
bined with other improvements in a project
that are considered to be moderate or sub-
stantial rehabilitation the items identified
as maintenance and repair are considered to
be cosmetic and convenience changes.
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When a rehabilitation project consists of
both moderate and substantial rehabilitation
components, those substantial rehabilitation
components shall be in accordance with
FmHA or its successor agency under Public
Law 103–354’s development standards and
local codes and regulation requirements.
Where the majority of project components of
building rehabilitation are considered sub-
stantial the project shall be considered in
the substantial rehabilitation category.

Those site components of rehabilitation
such as landscaping, grading, drainage, fenc-
ing, parking areas, recreation areas, water
and waste disposal systems, etc., whether
considered either maintenance and repair,
moderate rehabilitation or substantial reha-
bilitation shall be in accordance with FmHA
or its successor agency under Public Law
103–354’s development standards for site de-
velopment work; all local codes and regula-
tion requirements; and sound engineering
and architectural practices.

Any alteration of a structure listed or eli-
gible for listing on the National Register of
Historic Places may be considered either
moderate or substantial rehabilitation; how-
ever, it shall conform first to the Secretary
of the Interior’s Standards for Rehabilita-
tion and Guidelines for Rehabilitating His-
toric Buildings and then to FmHA or its suc-
cessor agency under Public Law 103–354’s re-
quirements. In cases where the Secretary of
the Interior’s standards cannot be met, reha-
bilitation will conform to the agreed upon
approaches, treatments and techniques re-
sulting from the consultation process be-
tween FmHA or its successor agency under
Public Law 103–354, the borrower, the State
Historic Preservation Officer and the Advi-
sory Council of Historic Preservation.

III. Components of Multi-Family Building
Rehabilitation

The components of multi-family building
rehabilitation necessary and generally con-
sidered by FmHA or its successor agency
under Public Law 103–354 to be either main-
tenance and repair, moderate rehabilitation
or substantial rehabilitation include but are
not limited to those listed in the following
chart.

COMPONENTS OF MULTI-FAMILY BUILDING
REHABILITATION

Components

Mainte-
nance
and re-

pair

Moderate
rehabilita-

tion

Substan-
tial reha-
bilitation

Air conditioning .............. o ................ ................
Appliance replacement

or repair ..................... o ................ ................
Cabinet replacement or

repair .......................... o ................ ................
Carpeting ....................... o ................ ................
Caulking ......................... o ................ ................
Ceiling framing .............. o ................ ................

COMPONENTS OF MULTI-FAMILY BUILDING
REHABILITATION—Continued

Components

Mainte-
nance
and re-

pair

Moderate
rehabilita-

tion

Substan-
tial reha-
bilitation

Clothes closets or shelv-
ing improvements ...... o ................ ................

Door repair .................... o ................ ................
Drywall repair ................ o ................ ................
Gutters and downspouts o ................ ................
Hardware replacement

or repair ..................... o ................ ................
Kitchen cabinet improve-

ment ........................... o ................ ................
Lighting fixture replace-

ment or repair ............ o ................ ................
Mail boxes ..................... o ................ ................
Painting .......................... o ................ ................
Paneling ......................... o ................ ................
Partition repair ............... o ................ ................
Roof repair ..................... o ................ ................
Signage ......................... o ................ ................
Stair repair ..................... o ................ ................
Tile work ........................ o ................ ................
Wallpapering .................. o ................ ................
Window shades and cur-

tains ........................... o ................ ................
Door replacement .......... ................ o ................
Drywall replacement ...... ................ o ................
Elevator components re-

placement .................. ................ o ................
Exterior entrance rede-

sign, relocation ........... ................ o ................
Finish flooring materials ................ o ................
Flashing ......................... ................ o ................
Furnace replacement .... ................ o ................
Gas pipes ...................... ................ o ................
Insulation ....................... ................ o ................
Lath and plaster re-

placement .................. ................ o ................
New shingles or roof re-

placement .................. ................ o ................
Partition (nonbearing)

replacement, or relo-
cation ......................... ................ o ................

Plumbing fixture replace-
ment ........................... ................ o ................

Pointing .......................... ................ o ................
Porch and steps

alterator or replace-
ment ........................... ................ o ................

Stair replacement, or re-
location ....................... ................ o ................

Storm windows and
weatherstripping ......... ................ o ................

Subfloor material re-
placement .................. ................ o ................

Trim—exterior and inte-
rior .............................. ................ o ................

Window replacement ..... ................ o ................
New or alteration to the:

Mechanical system ................ ................ o
Soil pipes ................ ................ ................ o
Vent pipes .............. ................ ................ o
Waste pipes ........... ................ ................ o

Alteration or replace-
ment of structural
components:

Beams .................... ................ ................ ................
Chimneys and vents ................ ................ o
Columns and post .. ................ ................ o
Electrical service—

replacement or
new ..................... ................ ................ o
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COMPONENTS OF MULTI-FAMILY BUILDING
REHABILITATION—Continued

Components

Mainte-
nance
and re-

pair

Moderate
rehabilita-

tion

Substan-
tial reha-
bilitation

Elevator replace-
ment .................... ................ ................ o

Exterior walls .......... ................ ................ o
Floor construction ... ................ ................ o
Footing ................... ................ ................ o
Foundation wall ...... ................ ................ o
Foundation water-

proofing ............... ................ ................ o
Interior walls ........... ................ ................ o

Moderate repair and rehabilitation shall
not be limited to building changes for cos-
metic purposes. In all cases moderate reha-
bilitation shall involve a minimum of three
(3) components of building rehabilitation
listed as moderate. Unless combined with
other improvements in a project that are
considered to be moderate or substantial re-
habilitation the items identified as mainte-
nance and repair are considered to be cos-
metic and convenience changes.

EXHIBIT L TO SUBPART A—INSURED 10-
YEAR HOME WARRANTY PLAN RE-
QUIREMENTS

I. Purpose

In recent years, numerous third-party
home warranty plans have been developed of-
fering new homeowners varying degrees of
protection against builder default and/or
major structural defects in their homes. This
exhibit establishes the criteria and proce-
dures by which a warranty plan is found ac-
ceptable for new construction of single fam-
ily homes financed by Farmers Home Admin-
istration (FmHA) or its successor agency
under Public Law 103–354. An acceptable war-
ranty plan will:

A. Assure that FmHA or its successor
agency under Public Law 103–354 borrowers
receive adequate warranty coverage,

B. In certain circumstances, eliminate the
requirement for FmHA or its successor agen-
cy under Public Law 103–354 personnel to
make the first two construction inspections,
and

C. Permit a loan up to the market value of
the security (less the unpaid principal bal-
ance and past due interest of any other liens
against the security), even though FmHA or
its successor agency under Public Law 103–
354 personnel may not have performed period
inspections during construction.

II. Types of Warranty Companies

A. An insured warranty company is under-
written by an insurance carrier, licensed to
operate as an insurer by the states where the
warranty company plans to operate, and has

an acceptable rating from a nationally rec-
ognized rating company such as A.M. Best
Company.

B. A risk retention group is an insurer
which is licensed in one state and is author-
ized, under the Products Liability Risk Re-
tention Act of 1981, to issue its policies in all
states. This authority is not challenged by
FmHA or its successor agency under Public
Law 103–354; however, there remains some
question as to the legal propriety of a 10-
year insured warranty insurer to be a risk-
retention group. If at some future time any
state insurance commission or regulatory
agency challenges the legal authority of
such group, FmHA or its successor agency
under Public Law 103–354 will reconsider its
acceptance of the group.

C. Individual state warranty plans, such as
that offered by the State of New Jersey, are
backed by the full faith and credit of the
state government.

III. Plan Requirements

To be considered acceptable, a warranty
plan must include the following features:

A. The entire cost (fee, premium, etc.) of
the coverage is prepaid and coverage auto-
matically transfers to subsequent owners
without additional cost.

B. The coverage is not cancellable by the
warrantor (builder), warranty company or
insurer.

C. The coverage age includes at least the
following:

(1) For one year from the effective date,
any defects caused by faulty workmanship of
defective materials.

(2) During the second year after the effec-
tive date, the warranty continues to cover
the wiring, piping and duct work of the elec-
trical, plumbing, heating and cooling sys-
tems, plus the items in (3).

(3) During the third through the tenth
years, the warranty continues to cover
major structural defects. A major structural
defect is actual damage to the load-bearing
portion of the home including damage due to
subsidence, expansion or lateral movement
of the soil (excluding movement caused by
flood or earthquake) which affects its load-
bearing function and which vitally effects or
is imminently likely to affect use of the
home for residential purposes.

D. A system is provided for complaint
(claims) handling which includes a concilia-
tion and, if necessary to resolve matters in
dispute, arbitration arranged by the Amer-
ican Arbitration Association or similar orga-
nization.

E. A construction inspection plan is re-
quired if FmHA or its successor agency
under Public Law 103–354 is to eliminate the
first two FmHA or its successor agency
under Public Law 103–354 inspections or per-
mit a full market value loan when FmHA or
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its successor agency under Public Law 103–
354 inspections are not conducted.

IV. Information for Review

A. Companies submitting warranty plans
for a determination of acceptability must
support requests with the following informa-
tion.

(1) Evidence that the insured warranty
company has met the applicable state licens-
ing and/or regulatory requirements in the
state in which the company plans to operate.

(2) Evidence that the insurance carrier un-
derwriting the warranty plan is licensed to
operate as an insurer in the states in which
the company plans to operate and has an ac-
ceptable rating from a nationally recognized
company such as A.M. Best Company.

(3) State warrenty plan agencies will pro-
vide evidence that the plan is backed by the
full faith and credit of the state.

(4) A full description of the warranty plan
including information on the fees, builder
and home registration procedures, required
construction standards, construction inspec-
tion procedures, coverage provided and
claims procedures.

(5) A sample copy of the warranty informa-
tion and/or policy which is provided to the
homeowner.

(6) Suggested means by which FmHA or its
successor agency under Public Law 103–354
field offices can readily assure that the
builder is a member in good standing prior to
loan approval and that a warrant will be
issued upon the completion of construction
prior to the final release of funds.

B. Submission and Acceptance:
(1) Insured warranty companies, except

those operating as risk retention groups, and
state warranty plan agencies will submit
their requests and supporting information to
the FmHA or its successor agency under
Public Law 103–354 State Director in the
state in which they plan to operate. State
Directors will determine the acceptability of
insured warranty plans and state warranty
plans in their jurisdictions, notify the com-
pany or agency of the decision in writing and
notify field offices by issuance of a State
Supplement including the names and ad-
dresses of acceptable warranty companies
and any other pertinent information.

(2) Warranty companies claiming author-
ity as risk retention groups will submit their
requests and supporting information includ-
ing certification that it has complied with
all requirements of the Products Liability
Risk Retention Act of 1981 (Pub. L. 97–45) and
information indicating the state in which it
is licensed, information to the FmHA or its
successor agency under Public Law 103–354
National Office, Single Family Housing
Processing Division. The National Office will
determine the acceptability of the warranty
of a risk retention group, notify the com-
pany of the decision in writing and notify

field offices by issuance of an attachment to
this exhibit.

V. Warranty Performance

A. County Supervisors will report inad-
equate warranty performance through their
District Director to the State Director.
State Directors will review the situation, as-
sist in resolving any problems and, if nec-
essary, initiate action under subpart F of
part 1942 of this chapter. State Directors will
inform, by memorandum, the Director, Sin-
gle Family Housing Processing Division, Na-
tional Office, of any problems with warranty
performance and if any debarment action is
initiated.

B. State Directors will annually monitor
each warranty company and/or its insurer to
assure continued compliance with state li-
censing and/or regulatory requirements.

Attachment 1—Acceptable Warranty Companies

The warranty companies listed below
claim authority to act as a risk retention
group under the Products Liability Risk Re-
tention Act of 1981 and as such, to operate in
all States to provide 10-year home warran-
ties. This authority remains subject to fu-
ture challenges by any State insurance com-
missioner or regulatory agency; however,
until such challenge is made, FmHA or its
successor agency under Public Law 103–354
accepts their warranty.

Name and address Area of operation

Home Owners Warranty Corporation/
HOW Insurance Company, 11 North
Glebe Road, Arlington, Virginia
22201, (703) 516–4100.

All States.

Home Buyers Warranty, 89 Liberty
Street, Asheville, North Carolina
22801, Telephone: (704) 254–4478.

All States.

Residential Warranty Corporation, P.O.
Box 641, Harrisburg, Pennsylvania
17108–0641, Telephone: 1–800–
247–1812.

All States.

Manufactured Housing Warranty Cor-
poration, P.O. Box 641, Harrisburg,
Pennsylvania 17108–0641, Tele-
phone: 1–800–247–1812.

All States.

[52 FR 8002, Mar. 13, 1987, as amended at 56
FR 29167, June 26, 1991]

Subpart B—Management Advice
to Individual Borrowers and
Applicants

SOURCE: 53 FR 35679, Sept. 14, 1988, unless
otherwise noted.

§ 1924.51 General.
This subpart contains policies for

providing management advice to all
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Farm Credit Programs direct loan ap-
plicants and borrowers. Forms and
Farm Assessment and Supervision Ref-
erence handbooks are available in any
Agency county office.

[61 FR 35922, July 9, 1996]

§§ 1924.52–1924.53 [Reserved]

§ 1924.54 Definitions.
As used in this subpart, the following

definitions apply:
Agency. This term refers to the Farm

Service Agency, its county and State
committees and their personnel, and
any successor agency.

Commercial classified. The Agency’s
highest quality Farm Credit programs
accounts. The financial condition of
the borrowers is strong enough to en-
able them to absorb the normal adver-
sities of agricultural production and
marketing. There is ample security for
all loans, there is sufficient cash flow
to meet the expenses of the agricul-
tural enterprise and the financial needs
of the family, and to service debts. The
account is of such quality that com-
mercial lenders would likely view the
loans as a profitable investment.

Farm Assessment and Supervision Ref-
erence. This reference provides guid-
ance to field staff on conducting assess-
ments, year-end analyses, and general
borrower supervision.

Farm business plan. The automated or
manual Farm and Home Plan system
which contains a projection that accu-
rately reflects the borrower’s plan of
operation for the production or mar-
keting cycle. The annual plan may
cover a period of more or less than 12
months. A normal year’s plan, as de-
fined in this section, will be used when
the annual plan does not reflect typical
income, expenses, and debt payments.
The Agency will accept farm business
plans other than the Farm and Home
Plan if they provide sufficient informa-
tion to enable Agency officials to
render a sound credit decision in ac-
cordance with Agency regulations.

Farm Credit Programs loan. Includes
Farm Ownership (FO), Soil and Water
(SW), Operating (OL), Emergency (EM),
Economic Emergency (EE), Recreation
(RL), Special Livestock (SL), Eco-
nomic Opportunity (EO) and Softwood
Timber (ST) loans. Also included are

Rural Housing loans for farm service
buildings (RHF), and Rural Housing
(RH) loans where the borrower is also
indebted for an Agency direct farm
loan that is not a collection only or
judgment account. Non-Program loans,
which are defined in § 1951.451(a), are
excluded.

Financially viable operation. A finan-
cially viable operation projects that it
can generate sufficient income to meet
annual operating expenses and debt
payments as they become due, meet
basic family living expenses to the ex-
tent they are not met by dependable
non-farm income, provide for the re-
placement of capital items, and provide
for long-term financial progress to en-
able the operator to obtain commercial
credit.

Individual. The term ‘‘individual’’ is
used throughout this subpart to refer
to the person receiving Agency super-
vision and management advice. If an
applicant or borrower applies as an in-
dividual applicant, the term ‘‘indi-
vidual’’ means the operator. In the case
of an eligible corporation, cooperative,
partnership, or joint operation, the
term ‘‘individual’’ means the entity
members with the primary responsi-
bility for making management deci-
sions and carrying out the day-to-day
physical tasks.

Normal year plan. A projected farm
business plan most representative, or
typical, of an operation’s normal in-
come, expenses (including family living
expenses), and capital debt payments.

Prospectus. Consists of a transmittal
letter similar to FmHA Guide Letter
1951–F–3 with a current balance sheet
and projected year’s budget attached.
The applicant or borrower name and
address need not be withheld from the
lender. The prospectus is used to deter-
mine lender interest in financing or re-
financing specific direct loan appli-
cants and borrowers. The prospectus
will provide information regarding the
availability of Agency loan guarantee
and interest assistance.

Standard classified. These loan ac-
counts are fully acceptable by Agency
standards. Loan risk and potential loan
servicing costs are higher than would
be acceptable to other lenders, but all
loans are adequately secured. Repay-
ment ability is adequate, and there is a
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high probability that all loans will be
repaid as scheduled and in full.

[61 FR 35922, July 9, 1996]

§ 1924.55 Assessment of the agricul-
tural operation.

Assessments will be completed for di-
rect Farm Credit Programs loan appli-
cants. An assessment is a comprehen-
sive evaluation of the components of
an operation, the identification and
prioritization of training and super-
visory needs, and the resulting plan of
supervision to assist the borrower in
achieving financial viability. The as-
sessment is the central foundation
upon which to build strategies for plan-
ning, credit and management coun-
seling, loan controls, analysis, bor-
rower training, and all other needed su-
pervision. An assessment will include
thorough inspections of the operation
and face-to-face meetings and discus-
sions with all key individuals. At least
semi-annual reviews of progress will be
performed in accordance with para-
graph (e) of this section.

(a) Agency evaluation. The Agency
will assess each of the areas described
in paragraph (b) of this section in close
cooperation with the applicant or bor-
rower. As part of that assessment, the
Agency will determine whether the
proposed budget is feasible on a direct
or guaranteed loan basis, the type and
nature of any material financial or pro-
duction management weaknesses in the
operation, and the specific strategy
needed, including timeframes, to effect
improvements and control risks. Mate-
rial weaknesses are those that have a
significant impact on the net income of
the operation and need to be corrected
to enable the borrower to progress fi-
nancially and eventually graduate
from FSA farm credit programs. Exam-
ples of material weaknesses include,
but are not limited to: lack of a farm
recordkeeping system, obsolete or in-
adequate facilities, and use of outdated
production practices. In the case of
Youth loans, it is recognized that most
of the component areas will be ‘‘Not
Applicable’’ since there is no full-scale
farming operation to consider.

(b) The assessment is an evaluation,
conducted with an applicant or borrower,
of the following components:

(1) Type of operation.

(2) Goals.
(3) Real estate, including facilities.
(i) Location and size.
(ii) Proposed and existing improve-

ments.
(iii) Presence of environmental haz-

ards.
(iv) Conservation practices and meas-

ures.
(v) Adequacy and continued avail-

ability of real estate.
(vi) External factors, such as urban

encroachment and zoning changes.
(4) Chattel property used in the oper-

ation.
(5) Farm business organization and

key personnel.
(6) Historical financial data.
(7) Projected budget.
(8) Planned changes.
(9) Ability to obtain guaranteed cred-

it.
(c) Supervision and training. Appro-

priate supervisory oversight and train-
ing recommendations will be developed
based on the Agency’s evaluation of
the strengths and weaknesses of the
operation in accordance with para-
graphs (a) and (b) of this section and
§ 1924.59.

(d) Performing the year-end analysis. A
year-end analysis is required for bor-
rowers (except for Youth loans and
loans flagged as having bankruptcy,
foreclosure, or other action pending)
the first year after an initial or subse-
quent loan, chattel subordination, or
restructuring is received, borrowers
who are financially distressed or delin-
quent, borrowers who have loans de-
ferred, and borrowers who are receiving
limited resource interest rates. All
other borrowers (including flagged ac-
counts) will receive a year-end analysis
at the discretion and judgment of the
Agency. However, at least every two
years, the borrower will provide upon
Agency request, a year-end balance
sheet, actual financial performance,
and a projected farm budget so that the
borrower can be classified for gradua-
tion purposes in accordance with sub-
part F of part 1951. The year-end anal-
ysis should coincide with the bor-
rower’s farm budget planning period.
The borrower will work with the Agen-
cy to:

(1) Complete the year-end analysis,
whenever possible, within the 60-day
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period after completion of the bor-
rower’s business year or farm budget
planning period.

(2) Complete and review the ‘‘actual’’
columns on the farm business plan and
Form FmHA 1962–1, ‘‘Agreement for
the Use of Proceeds/Release of Chattel
Security,’’ if applicable.

(3) Develop a farm business plan for
the next production cycle in accord-
ance with § 1924.56.

(4) Reach agreement on key manage-
ment issues. Any such agreements will
be documented for the borrower case
file and signed by the borrower.

(e) For all borrowers, the assessment de-
scribed under this section will be reviewed
on at least a semi-annual basis to monitor
progress. The borrower will consult
with the Agency official in person, or if
that is not possible, by telephone, or in
writing. A meeting must be scheduled
as soon as practicable to determine
corrective options if: the borrower is,
or expects to be, delinquent; the bor-
rower is experiencing difficulties; or
other significant changes have oc-
curred. The year-end analysis under
this section may be treated as one of
the required assessment reviews.

[61 FR 35922, July 9, 1996]

§ 1924.56 Farm business planning.

The automated Farm and Home Plan
system is the primary tool used by the
Agency to evaluate loan feasibility and
prospects for achieving financial via-
bility. Other manual or automated
business planning systems may be used
with the consent of the Agency.

(a) [Reserved]
(b) Documentation and revision of

plans. Individuals must submit a farm
business plan to the Agency, upon re-
quest, for loan approval and servicing
purposes. An individual may request
the assistance of the Agency official, as
needed, in completing the plan. Farm
business plans will be based only on ac-
curate, verifiable information. If the
Agency official and the individual can-
not reach agreement, on the farm busi-
ness plan, then the Agency will make
loan approval and servicing determina-
tions based on the Agency’s separate,
revised farm business plan. The indi-
vidual will have the right to appeal any
resulting adverse decision.

(1) Historical information will be
used as a guide to evaluate the feasi-
bility of projected farm business plans.
Individuals must provide the Agency
with their previous 5-year production
history, if available. Positive and nega-
tive trends, mutually agreed upon
changes and improvements, and cur-
rent input prices, will be taken into
consideration when arriving at reason-
able projections.

(i) For individuals with less than a 5-
year history, actual production records
from an operation to be taken over by
the individual will be considered,
whenever available.

(ii) In the absence of the information
listed in paragraph (b)(1)(i) of this sec-
tion, other reliable data sources that
may be used include: FSA Farm Pro-
grams (formerly Agriculture Stabiliza-
tion and Conservation Service) actual
yield records and county or State aver-
ages.

(iii) This paragraph applies when an
accurate projection cannot be made be-
cause the individual’s production his-
tory in any or all of the previous 5
years has been substantially affected
by a disaster that has been declared by
the President or designated by the Sec-
retary of Agriculture. This paragraph
also applies to those individuals who
would have had a qualifying physical
or production loss, as defined in
§ 1945.154(a), from such a disaster, but
who were not located in a designated or
declared disaster area.

(A) If the individual’s disaster years
yields are less than the county average
yields, county average yields will be
used for those years. If county average
yields are not available, State average
yields will be used.

(B) In calculating a baseline average
yield, the individual may exclude the
production year with the lowest actual
or county average yield, providing the
individual’s yields were affected by dis-
asters during at least 2 of the 5 years.

(2) Unit prices for agricultural com-
modities as published in the State sup-
plement will generally be used. How-
ever, regional or county unit prices
may be used when there are transpor-
tation costs or other significant factors
that cause a difference in commodity
prices within the State. Individuals
who can provide reliable evidence that
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they will receive a premium price for a
commodity will be allowed to use the
higher price for farm planning. The de-
termination of disaster years will be
based on the 5-year history of disaster
declarations or designations for all
counties contained in the State supple-
ment.

(3) When the Agency official and indi-
vidual revise the farm business plan,
the plan will be signed and initialed by
both parties. Form FmHA 1962–1 (avail-
able in any Agency office) will be re-
vised whenever significant changes
occur during the year that will affect
repayment ability. It is the individ-
ual’s responsibility to notify the Agen-
cy of any necessary changes. If the
changes would result in a major change
in the operation, a completely new
farm business plan must be developed.
The individual and Agency official will
initial and date revisions to the Form
FmHA 1962–1.

(4) If the borrower and Agency can-
not reach an agreement on revisions to
the farm plan and an adverse decision
results, the borrower may appeal. Dur-
ing an appeal, the Agency will make
releases of normal income security for
essential family living and farm oper-
ating expenses in accordance with
§ 1962.17. If the borrower refuses to exe-
cute Form FmHA 1962–1 as finally de-
termined by the Agency after an ap-
peal, the account will be serviced under
§ 1962.18. If the borrower does not ap-
peal, the planned releases documented
on Form FmHA 1962–1 are binding.

[61 FR 35923, July 9, 1996]

§ 1924.57 [Reserved]

§ 1924.58 Recordkeeping.
(a) All borrowers must have a record-

keeping system, which must be docu-
mented as part of the assessment under
§ 1924.55.

(b) The selected recordkeeping sys-
tem must provide information similar
to that contained in Forms FmHA 431–
2, FmHA 432–1, ‘‘Farm Family Record
Book,’’ and FmHA 432–2, ‘‘Five Year In-
ventory Record.’’ The recordkeeping
system must enable borrowers to make
informed management decisions and
allow the Agency to render loan mak-
ing and servicing decisions in accord-
ance with Agency program regulations.

(c) Borrowers must maintain accu-
rate records and submit financial infor-
mation to the Agency when required.
Failure to do so will result in the bor-
rower’s ineligibility for future Agency
financing and loan servicing and may
result in acceleration and collection
action.

[61 FR 35924, July 9, 1996]

§ 1924.59 Supervision.
The Agency’s supervision is based on

the information and evaluation result-
ing from the assessment of the oper-
ation. The borrower is required to:

(a) Cooperate with the Agency and
comply with all supervisory agree-
ments, farm plans, and all other loan-
related requirements.

(b) Promptly notify the Agency of
any significant change in the business
or family expenses or the development
of problem situations.

(c) Maintain and protect the collat-
eral for Agency loans and promptly re-
port to the Agency any losses or other
significant changes in the collateral.

(d) Complete any training required
by § 1924.74.

[61 FR 35924, July 9, 1996]

§ 1924.60 Nonfarm enterprises.
A nonfarm enterprise is any business

enterprise which supplements farm in-
come by providing goods or services for
which there is a need and a reasonably
reliable market. The same general poli-
cies covered in this subpart for giving
management assistance to an applicant
or borrower on farm loans will be fol-
lowed in dealing with an applicant or
borrower on nonfarm enterprise loans.
The appropriate plans and record book
will be used for the nonfarm enterprise.
The borrower responsibilities in
§ 1924.59(a) also apply to nonfarm enter-
prises.

[61 FR 35924, July 9, 1996]

§§ 1924.61–1924.73 [Reserved]

§ 1924.74 Borrower Training program.
(a) Introduction. (1) Supervised credit

includes helping borrowers to develop
the skills necessary for successful, effi-
cient production and financial manage-
ment of a farm business. An effective,
formal training program provides a
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solid foundation on which borrowers
can build the skills which will enable
them to become efficient, financially
sound producers who can obtain com-
mercial financing. The goal of this
training is for borrowers to develop and
improve the financial and production
management skills necessary to suc-
cessfully operate a farm, build equity
in the farm business, and become finan-
cially successful to graduate from
Agency programs to commercial
sources of credit.

(2) The authorities contained in this
section require certain Farm Credit
Programs borrowers to obtain training
in production and financial manage-
ment concepts. Unless waived, this
training will be an eligibility require-
ment for all Farm Credit Programs di-
rect and guaranteed loans. The train-
ing requirement will also apply to all
direct borrowers who receive Primary
Loan Servicing actions approved under
subpart S of part 1951 of this chapter,
with the exception of net recovery
buyout offers. Borrowers who do not re-
quest new loans or servicing actions
will be notified during farm visits and
annual analyses of approved courses in
their area. Also, a current list of ap-
proved courses will be posted in the
County Office.

(3) The training will be carried out by
public and/or private sector providers
of farm management and credit coun-
seling services (including, but not lim-
ited to, community colleges, the Ex-
tension Service, State Departments of
Agriculture, farm management firms,
lenders, and similar qualified organiza-
tions).

(4) State Directors will enter into
agreements with one or more qualified
providers in each State to conduct the
training.

(b) Processing—(1) Agency review. The
determination of an applicant/bor-
rower’s need for enhanced training in
production and financial management
concepts will be made by the Agency.
To make this determination, the Agen-
cy will review the case file (in the case
of borrowers) and the complete applica-
tion package for the assistance re-
quested. A decision that the applicant/
borrower needs such training cannot be
used as a basis for rejecting the request

for assistance. In the case of a coopera-
tive, corporation, partnership, or joint
operation, any individual member,
stockholder, partner, or joint operator
holding a majority interest in the enti-
ty or who is operating the farm must
agree to complete the training on be-
half of the entity. However, if one enti-
ty member is solely responsible for fi-
nancial or production management,
then only that entity member will be
required to complete the training in
that area for the entity or qualify for a
partial waiver. If the financial and pro-
duction functions of the farming oper-
ation are shared, the knowledge and
skills of the individual(s) with the re-
sponsibility of production and/or finan-
cial management of the operation will
be considered in the aggregate for
granting a waiver or requiring that
training be completed. If a waiver is
not granted, these individuals will be
required to complete the training in
accordance with their responsibilities
for production and/or financial man-
agement. This training must be com-
pleted within 2 years after ‘‘Agreement
to Complete Training,’’ is signed if a
waiver is not granted. When production
training is required, a borrower must
complete course work covering produc-
tion management in crop or livestock
enterprises which constitute twenty
percent of the projected cash farm in-
come for the coming production cycle,
as determined by the Agency. Bor-
rowers who are adding a new enterprise
must agree to complete any required
production training in that enterprise
unless a waiver is granted by the Agen-
cy. Borrowers must also complete fi-
nancial management training unless a
waiver has been granted by the Agen-
cy.

(i) Loan applicants. After the Agency
has determined that the applicant
meets all eligibility criteria for the
type of assistance requested, the Agen-
cy will consider the applicant’s need
for enhanced training in production
and financial management concepts. If
the Agency determines the applicant is
ineligible for assistance, the training
requirement will not be considered.
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(ii) Requests for Primary Loan Serv-
icing. Prior to Agency offer of any Pri-
mary Loan Servicing action, the Agen-
cy must determine whether the bor-
rower must complete a training pro-
gram or qualifies for a waiver. This de-
termination should be made after a
feasible plan has been developed using
consolidation, rescheduling, re-
amortization, deferral, softwood tim-
ber, and/or writedown, but prior to
Agency actual offer to restructure the
borrower’s accounts. This training re-
quirement does not apply to those bor-
rowers offered net recovery buyout or
preservation loan servicing. If the bor-
rower must complete a training pro-
gram, fees will be included in the plan
as an operating expense.

(2) Waivers. Applicants for loans and
Primary Loan Servicing programs may
request a waiver from the training re-
quirement by submitting Form FmHA
1924–27, ‘‘Request for Waiver of Bor-
rower Training Requirements,’’ with
the application for assistance. The
waiver request must include the re-
quired documentation and records as
specified in paragraphs (b)(2)(i) and
(b)(2)(ii) of this section. A waiver is not
required for those applicants who have
previously received a waiver, or who
have previously satisfied the training
requirements. The applicant/borrower
must meet all training requirements
for both production and financial man-
agement if no waiver is granted. If the
borrower receives a waiver for produc-
tion training, the requirements for fi-
nancial management training must
still be met. Conversely, if the bor-
rower receives a waiver for financial
management training, the require-
ments for production training must
still be met. In the case of entity appli-
cants, only those entity members who
hold a majority interest in the oper-
ation or who operate the farm must
meet the waiver conditions for the en-
tity to qualify for a waiver. However, if
one entity member is solely respon-
sible for financial or production man-
agement, then only that entity mem-
ber will be required to complete the
training in that area for the entity or
qualify for a partial waiver. If the fi-
nancial and production functions of the
farming operation are shared, the
knowledge and skills of the indi-

vidual(s) with the responsibility of pro-
duction and/or financial management
of the operation will be considered in
the aggregate for granting a waiver or
requiring that training be completed. If
a waiver is not granted, these individ-
uals will be required to complete the
training in accordance with their re-
sponsibilities for production and/or fi-
nancial management. The Agency may
waive the financial and/or production
training requirements under the fol-
lowing conditions:

(i) The applicant has successfully
completed an equivalent training pro-
gram. To meet this requirement, the
applicant must submit evidence of
completion of a production and/or fi-
nancial management course similar to
a course approved under this section.
The submission must include a descrip-
tion of the content and subjects cov-
ered in the course(s) completed by the
applicant or entity members. The sub-
mission must also include evidence of
completion, such as a grade report, cer-
tificate of completion, or written cer-
tification by the course instructor. The
program must have covered subject
areas in paragraph (d)(3)(iii) of this sec-
tion. The Agency will review the docu-
mentation submitted by the appli-
cant(s) for assistance to determine
whether the training completed satis-
fies the training requirements of this
section; or

(ii) The applicant has the experience
and/or training which demonstrates the
abilities necessary for successful, effi-
cient production as determined by the
Agency based on documentation pro-
vided by the applicant with the request
for the waiver. This documentation
must include, at a minimum, the appli-
cant’s production records for the past 5
years and a statement explaining how
the records demonstrate production
ability.

(3) Notifying applicants/borrowers of
the the Agency’s decision regarding train-
ing. The applicant/borrower will be in-
formed of the the Agency’s decision as
follows:

(i) Loan applicants receiving a waiv-
er from the training will be notified in
the letter of eligibility, required under
§ 1910.6 of subpart A of part 1910 of this
chapter. Applicants for Primary Loan
Servicing actions who are receiving a
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waiver will be notified through exhibit
B or exhibit F to subpart S of part 1951
of this chapter, as appropriate.

(ii) Loan applicants required to com-
plete the training will be notified in
the letter of eligibility. Applicants for
Primary Loan Servicing actions who
are required to complete the training
will be notified through exhibit B or
exhibit F to subpart S of part 1951 of
this chapter, as appropriate. The noti-
fication will include the name(s) of the
approved vendor(s) in the applicant/
borrower’s area and the specific
courses required. The notification to
the applicant/borrower will also in-
clude a description of the scoring sys-
tem to be used to determine if the ap-
plicant/borrower has successfully met
the training requirements. In both loan
making and servicing cases, the deci-
sion to require certain training is not
appealable. However, the decision is re-
viewable.

(4) Notification of applicants determined
ineligible for assistance. In the letter in-
forming them of the Agency’s decision,
applicants determined ineligible for as-
sistance due to lack of management
training and experience will be noti-
fied, for their information, of training
programs approved under this section.
If the ineligible applicant chooses to
enroll in a training program, eligibility
for future assistance will not be auto-
matic upon completion of the course.
Applicants who complete an approved
course and later apply for a new loan
must still demonstrate that they pos-
sess sufficient training and experience
to assure reasonable prospects of suc-
cess and meet other eligibility require-
ments for the assistance requested.

(5) Contacting vendor and payment.
Upon receiving the notification of the
training requirement, the borrower is
responsible for selecting and con-
tacting a vendor(s), and making all ar-
rangements to begin the training.
Agency is not a party to fee or other
agreements between the borrower and
the vendor. Training fees must be in-
cluded in the plan of operation as a
farm operating expense. Payment of
training fees is an authorized use of op-
erating loan funds.

(6) Training agreement. Prior to clos-
ing the loan or Primary Loan Servicing
action, the applicant/borrower must

sign Form FmHA 1924–23. This agree-
ment will be placed in position 2 of the
borrower case file.

(7) Automated tracking system. Field
offices will process certain data to the
automated Finance Office records in
order to properly track borrower train-
ing-related information. Reference the
automated system user manuals for
more specific information on this auto-
mated tracking system.

(8) County Office monitoring. Required
training will be included in table C of
Form FmHA 431–2. Agency personnel
will monitor borrower progress during
farm visits and analyses in accordance
with this subpart. The County Super-
visor will also contact the borrower to
follow up on unsatisfactory training
progress reports. All contacts with the
borrower will be noted in the running
case record, together with the topics
discussed and agreements reached.

(c) Vendor’s evaluation of borrower
progress—(1) All required training
must be completed within 2 years after
the borrower signs Form FmHA 1924–23.
The County Supervisor may grant a 1-
year written extension to the agree-
ment in cases where the borrower dem-
onstrates he/she was unable to com-
plete the training due to circumstances
beyond his/her control, such as poor
health or discontinuance of the nec-
essary approved courses. Refusal to
grant a 1-year extension is not an ap-
pealable decision.

(2) The vendor will provide Agency
with periodic progress reports. The fre-
quency of these reports will be deter-
mined by the State Director. These re-
ports are not intended to reflect a
grade or score, but to indicate whether
the borrower is attending sessions and
honestly endeavoring to complete the
training program. Upon completion of
the training, the vendor will provide
the County Office with an evaluation of
the borrower’s knowledge of the course
material. This evaluation shall specifi-
cally address the borrower’s improve-
ment toward meeting the goals out-
lined in this section. The instructor
will also assign the borrower a score
according to the following criteria:

Score

1. The borrower attended classroom ses-
sions as agreed, satisfactorily completed all
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assignments, and demonstrated an under-
standing of the course material.

2. The borrower attended classroom ses-
sions as agreed and attempted to complete
all assignments; however, the borrower does
not demonstrate an understanding of the
course material.

3. The borrower did not attend classroom
sessions as agreed and/or did not attempt to
complete assignments. In general, the bor-
rower did not make a good faith effort to
complete the training.

(i) Borrowers receiving a score of 1
will have met the requirements of the
agreement. The accounts of these bor-
rowers will be serviced in accordance
with existing regulations.

(ii) Borrowers receiving a score of 2
will have met the requirements of the
agreement. However, since these bor-
rowers do not adequately demonstrate
an understanding of the course mate-
rial, the County Supervisor will de-
velop a plan outlining the additional
supervision the borrower will require
to accomplish the objectives of Agency
assistance, such as recommending fur-
ther training, more frequent farm vis-
its, or retaining professional services of
an accountant, farm management con-
sultant, or similar expert based upon
the borrower’s abilities.

(iii) Borrowers receiving a score of 3
will not have met the requirements of
the agreement for training. Failure to
complete the training as agreed will
cause the borrower to be ineligible for
future Agency benefits including future
direct and guaranteed loans, Primary
Loan Servicing, Interest Assistance re-
newals, and restructuring of guaran-
teed loans.

(d) Selection and approval of organiza-
tions and courses—(1) Identification of
potential vendors. Prior to the initial
approval of vendors and prior to re-
newal of approved vendor’s training
agreements, the State Director or des-
ignee shall solicit applications from all
interested organizations, keeping in
mind its cultural diversity responsibil-
ities. The State Director shall contact
the Chief Executive Officer of the State
and appropriate officials from the
State Department of Agriculture, the
State Extension Service, community
colleges, and other private or nonprofit
organizations which may be interested
in conducting this training.

(2) Application. The vendor must sub-
mit the following items prior to consid-
eration for approval:

(i) A sample of the course materials
and a description of the method(s) of
training to be used.

(ii) Specific training objectives for
each section of the course. These objec-
tives should relate to the general ob-
jectives outlined in paragraph (d)(3)(i)
of this section.

(iii) A detailed course agenda speci-
fying the topics to be covered, the time
to be devoted to each topic, and the
number of sessions to be attended.

(iv) A list of instructors and their
qualifications, and the criteria by
which additional instructors will be se-
lected.

(v) The proposed locations where
training will take place. These sites
should be within a reasonable com-
muting distance for borrowers to be
served by the vendor.

(vi) Cost per participant and/or cost
per organization, i.e., cost for husband/
wife joint operation; father/son part-
nership; or multiple members of a cor-
poration.

(vii) Minimum and/or maximum class
size.

(viii) A description of the organiza-
tion’s experience in developing and ad-
ministering training to farmers.

(ix) A description of the monitoring
and/or quality control methods the or-
ganization intends to use.

(x) A description of the policy on al-
lowing Agency employees to attend the
course for monitoring purposes, i.e.,
the number of employees authorized to
attend; the cost (if any); and the num-
ber of classes each employee can at-
tend.

(xi) A description of how the needs of
borrowers with physical and/or mental
handicaps or learning disabilities will
be met.

(xii) A plan of how the needs of bor-
rowers for whom English is not their
primary language will be met.

(3) State Office review and recommenda-
tion. Upon receipt of the application
packages from the potential vendors,
the State Director will review the ma-
terial to assure the vendor’s proposal
meets the following minimum criteria
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for accomplishment of educational ob-
jectives, instructor qualifications, cur-
riculum content, and vendor qualifica-
tion:

(i) Educational objectives. Upon com-
pletion of the course, the borrower
shall be able to:

(A) Describe the specific goals of the
business, describe what changes are re-
quired to attain the business goals, and
outline how these changes will occur
using present and projected enterprise
budgets.

(B) Maintain and utilize a financial
management information system
which includes financial and produc-
tion records, a household budget, a
statement of financial condition, and
an accrual adjusted income statement.
The borrower shall also be able to use
this system when making financial and
production decisions.

(C) Understand and utilize an income
statement. Specifically, the borrower
must understand the structure and
major components of an income state-
ment and its role in analyzing the per-
formance of a business, be familiar
with the cash and accrual methods of
determining net farm income, and un-
derstand the relationship between a
balance sheet and an income state-
ment.

(D) Understand and utilize a balance
sheet. Specifically, the borrower must
understand the major components of a
balance sheet and its role in analyzing
the business, be familiar with the cat-
egories of assets and liabilities and be
able to provide examples of entries
under each, and be familiar with the
cost and market methods of valuing as-
sets and liabilities and the advantages
of each method.

(E) Understand and utilize a cash
flow budget. Specifically, the applicant
must be able to explain and justify es-
timates for production and expenses,
and analyze the cash flow to identify
potential problems.

(F) Using production records and
other production information, be able
to identify problems, evaluate alter-
natives, and make needed corrections
to current production practices to
achieve greater efficiency and profit-
ability.

(ii) Instructor qualifications. Instruc-
tor qualifications will be reviewed to

assure sufficient knowledge of the ma-
terial and sufficient experience in
adult education. The instructors must
have a bachelor’s degree or comparable
experience in the subject area they will
teach and a minimum of three years
experience in conducting training
courses or teaching. Also, the instruc-
tors must successfully complete any
instructor training which may be asso-
ciated with the Agency approved
course.

(iii) Curriculum. The curriculum shall
be reviewed to assure that the fol-
lowing subject matter is sufficiently
addressed. A single vendor is not re-
quired to provide all the courses nec-
essary to cover the entire curriculum;
however, to the extent practicable, all
topics must be available for all Agency
districts. The State Director shall
identify the specific crop or livestock
enterprises for which training must be
available in a given area or district,
and any additional subject matter to
be covered for each.

(A) Business Planning. The course(s)
shall cover the general areas of goal
setting, risk management, and plan-
ning. Goal setting will include identi-
fication of personal and family goals,
business goals, and short- and long-
term goals. Risk management concepts
will include the sources, magnitude
and frequency of risk, risk tolerance,
risk-taking ability of the business, and
strategies for managing risk such as
use of credit, marketing, production
practices, and insurance. Finally, the
course(s) will guide the borrower
through the formulation of a long-term
business plan for the farm and presen-
tation of this plan to a lender.

(B) Financial Management Systems.
The course(s) shall cover all aspects of
farm accounting, specifically: Instruc-
tion in financial record keeping, prepa-
ration of a household budget, develop-
ment and analysis of accrual adjusted
income statements, balance sheets, and
cash flow budgets. The course(s) shall
focus on integrating these elements
into a financial management system
which enables the borrower to make
business decisions based on his/her
analysis of financial information.
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(C) Crop Production. The course(s)
shall focus on improving the profit-
ability of the borrower’s crop enter-
prises. Specifically, the course shall
address keeping and analyzing produc-
tion records, identifying problems in
current production practices, identi-
fying sources of production informa-
tion and assistance, and using produc-
tion information to analyze alter-
natives and identify the most profit-
able solution.

(D) Livestock Production. The
course(s) shall focus on improving the
profitability of the borrower’s live-
stock enterprises. Specifically, the
course shall address keeping and ana-
lyzing production records, identifying
problems in current production prac-
tices, identifying sources of production
information and assistance, and using
production information to analyze al-
ternatives and identify the most profit-
able solution.

(iv) Vendor. The proposed vendor of
the training must have demonstrated a
minimum of three years experience in
conducting training courses or teach-
ing the proposed subject matter.

(4) Approval. After review of the ap-
plications, the State Director shall de-
termine which vendors should be rec-
ommended for final approval. Complete
application packages from the selected
vendors should be submitted to the Na-
tional Office for concurrence prior to
final approval. Applications from ac-
credited colleges (including community
colleges) or universities, however, do
not require National Office concur-
rence prior to final approval. If all of
the instructors have not been selected
at the time of request for approval of
the vendor, the vendor may be ap-
proved with the condition that instruc-
tors will meet the criteria set out in
paragraph (d)(3)(ii) of this section.
After approval, the State Director and
the vendor(s) will sign Form FmHA
1924–24, ‘‘Agreement to Conduct Pro-
duction and Financial Management
Training for Farmers Home Adminis-
tration or its successor agency under
Public Law 103–354 Borrowers.’’ This
agreement will be valid for three years,
unless revoked in writing and giving 30
days notice by the State Director or
the vendor. The State Director may re-
voke the agreement if the vendor does

not comply with the responsibilities
listed in the agreement. Such revoca-
tion is nonappealable. The State Direc-
tor will issue a State supplement to
this subpart listing the approved ven-
dor(s), the contact person for the ven-
dor, the terms of the vendor agree-
ments, and the subject matter in which
each vendor is approved to conduct
training.

(5) Renewals. Renewal of agreements
to conduct training will not be auto-
matic. The vendor must request re-
newal in writing, provide updates to
any changes in curricula, and provide
information which indicates the train-
ing provided by the vendor is effective.
Such information may include course
evaluations, test scores, or statistics
on the improvement of borrowers who
have completed the course. The State
Director must obtain National Office
concurrence on any decisions to deny
renewal of a vendor’s agreement. A de-
cision to deny renewal of a vendor’s
agreement is nonappealable.

(e) Vendor monitoring. An operational
file will be maintained in the State Of-
fice for each approved vendor. This file
will include the application, National
Office concurrence (if required), the
signed Form FmHA 1924–24, docu-
mentation of Agency monitoring of the
vendor, and any further documentation
to determine the success of the ven-
dor’s program. To assure the training
organization is correctly and effec-
tively implementing the training as
proposed, the State Director or des-
ignee will be responsible for moni-
toring the vendor. This monitoring
shall, as a minimum, consist of:

(1) Attendance at selected training
sessions for each vendor to verify that
the agreed-upon subject matter is
being covered in sufficient detail and
to assess the effectiveness of the train-
ing provided by the instructors.

(2) Review of course and instructor
evaluations. Course and instructor
evaluations will be completed by the
borrowers on Form FmHA 1924–22,
‘‘Borrower Training Course Evalua-
tion.’’ This form will be provided to the
borrowers by the instructor as they
complete the course. The evaluations
will be forwarded to the State Director
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for review. The results will be summa-
rized and made part of the operational
file on each vendor.

(3) Monitoring of borrowers’ improve-
ment upon completion of a course. The
State Director will analyze statistics
regarding borrower performance, such
as the graduation and delinquency of
borrowers who have completed the re-
quired training course.

[58 FR 69195, Dec. 30, 1993, as amended at 61
FR 35924, July 9, 1996]

§§ 1924.75–1924.99 [Reserved]

§ 1924.100 OMB control number.
The reporting and recordkeeping re-

quirements contained in this regula-
tion have been approved by the Office
of Management and Budget (OMB) and
have been assigned OMB control num-
ber 0560–0154.

[61 FR 35924, July 9, 1996]

EXHIBIT A TO SUBPART B—LETTER TO
BORROWER REGARDING RELEASES OF
FARM INCOME TO PAY FAMILY LIV-
ING AND FARM OPERATING EXPENSES

UNITED STATES DEPARTMENT OF
AGRICULTURE

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

(Insert Address)

(Date)
Borrower’s Name)
(Address)

Dear lll:
Public Law 100–233 requires the Agency to

notify you that you are entitled to have
Agency release proceeds from the sale of
crops, livestock, and livestock products
planned to be marketed in the regular course
of business including ASCS and CCC pay-
ments, so that you can pay essential family
living and farm operating expenses. The re-
leases will continue until such time as your
account should become in default and Agen-
cy has to accelerate your account.

To provide these releases to you, Agency
regulations require that you fill out Form
FmHA 1962–1 to explain what items of Agen-
cy security you intend to sell during this
crop year. Please see attachment 1 of this
letter for an explanation of this form. We re-
quest that you contact this office within 10
days of when you receive this letter so that
we can complete this form and you can re-
ceive releases on a timely basis.

Sincerely,
llllllllllllllllllllllll

County Supervisor

ATTACHMENT 1 TO EXHIBIT A

Periodically, you will be asked to complete
Form FmHA 1962–1, ‘‘Agreement for the Use
of Proceeds/Release of Chattel Security,’’
which will document the agreement between
you and the Agency as to how proceeds from
the sale of chattel property which serves as
security for your Agency loans will be re-
leased. You will also need to list those buy-
ers to whom you plan to sell your farm prod-
ucts. This plan will give you and the Agency
a clear idea of what income you expect from
your operation and how those proceeds will
be used. The plan will set forth the amount
of money required for paying essential fam-
ily living, farm operating expenses, and debt
service payments. You and the Agency must
agree on how much money will be released
from your crop proceeds. Such releases must
be in accordance with Agency regulations.

If the County Supervisor is unable to agree
with and approve your plan for the use of the
sales proceeds, you will receive a letter ex-
plaining why the County Supervisor is un-
able to approve your plan and how you may
appeal the County Supervisor’s decision.
While an appeal is pending, Agency will re-
lease sales proceeds to be used to pay essen-
tial family living and farm operation ex-
penses.

Once a plan has been agreed on, it is im-
portant that you abide by the plan. The plan
can always be revised or changed, as cir-
cumstances require, provided you and Agen-
cy can agree to the revisions.

Planned sales can be listed by month, by
quarter or by whatever period suits your op-
eration the best. The form does not have to
be completed to show each individual ani-
mal, bushel, bale, etc. The form is a plan: it
contains only projections. We expect your
projections to be realistic and based on your
past experience, but we know that you can-
not predict exactly how many bushels per
acre you will harvest, exactly how many ani-
mals you will wean, etc. We also realize that
you cannot predict prices to the penny.
Sometimes you will have a buyer for your
products who is not listed on the form. All
we expect of you is to be as accurate as you
can. Later, if the plan needs to be changed,
you and the County Supervisor can work to-
gether to revise it. Many revisions can be
agreed on over the telephone and a trip to
the County Office is not always needed. You
are not required to check with Agency before
making a sale just because the price you ex-
pected to receive is different from what you
had planned to receive. However, a difference
in price might require your plan to be re-
vised, so Agency wants to be told about the
difference as soon as possible after the sale is
made. you are expected to obtain Agency ap-
proval before making a major change in your
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operation or before you use sale proceeds in
a way different than you agreed to.

If at all possible, you should let Agency
know if you are going to sell to a buyer who
is not listed on the form. The attached chart
gives certain examples when you must get
prior consent from the Agency and when you
may advise Agency after the sales of your
farm products.

WHAT TO DO IF YOU WANT TO TAKE ACTIONS
THAT ARE DIFFERENT THAN WHAT IS LISTED
ON YOUR FORM FMHA 1962–1

Get prior consent Give notice afterwards

You Must Get Agency PRIOR
CONSENT if You Want to:

You Can Take Action and
Then Give Agency Notice

AFTERWARDS if You Want
to:

1) Sell, exchange, consume,
or otherwise dispose of
property that is not listed
on your Form FmHA 1962–
1;

4) Dispose of your property
at a time that is different
than what you listed in the
‘‘MONTH’’ section of your
Form FmHA 1962–1;

2) Dispose of chattel security
in a way not listed in the
‘‘HOW’’ section of your
Form FmHA 1962–1 (for
example, feed corn to live-
stock instead of selling it;

5) Sell (or exchange) your
property to a person or
business that is not listed
in the ‘‘POTENTIAL PUR-
CHASERS’’ section of your
Form FmHA 1962–1;

3) Use proceeds in a way not
listed in the ‘‘USE OF
PROCEEDS’’ section of
your Form FmHA 1962–1
(for example, use proceeds
to buy equipment instead
of to pay debt).

6) Sell, exchange, consume,
or otherwise dispose of a
quantity of property that is
different than what you list-
ed in the ‘‘QUANTITY’’
section of your Form
FmHA 1962–1;

7) Accept a price for your
property that is different
than what you listed in the
‘‘AMOUNT OF PRO-
CEEDS’’ section of your
Form FmHA 1962–1.

[53 FR 35679, Sept. 14, 1988, as amended at 56
FR 15821, Apr. 18, 1991; 61 FR 35924, July 9,
1996]

Subpart C—Planning and Per-
forming Site Development
Work

SOURCE: 60 FR 24543, May 9, 1995, unless
otherwise noted.

EDITORIAL NOTE: Nomenclature changes
appear at 61 FR 2899, Jan. 30, 1996.

§ 1924.101 Purpose.

This subpart establishes the basic
Rural Housing Service (RHS) policies
for planning and performing site devel-
opment work. It also provides the pro-
cedures and guidelines for preparing
site development plans consistent with

Federal laws, regulations, and Execu-
tive Orders.

§ 1924.102 General policy.

(a) Rural development. This subpart
provides for the development of build-
ing sites and related facilities in rural
areas. It is designed to:

(1) Recognize community needs and
desires in local planning, control, and
development.

(2) Recognize standards for building-
site design which encourage and lead to
the development of economically sta-
ble communities, and the creation of
attractive, healthy, and permanent liv-
ing environments.

(3) Encourage improvements planned
for the site to be the most cost-effec-
tive of the practicable alternatives.
Encourage utilities and services uti-
lized to be reliable, efficient, and avail-
able at reasonable costs.

(4) Provide for a planning process
that will consider impacts on the envi-
ronment and existing development in
order to formulate actions that pro-
tect, enhance, and restore environ-
mental quality.

(5) No site will be approved unless it
meets the requirements of this part
and all state and local permits and ap-
provals in connection with the pro-
posed development have been obtained.

(b) Subdivisions. RHS does not review
or approve subdivisions. Each site ap-
proved by RHS must meet the require-
ments of § 1924.115, on a site by site
basis.

(c) Development related costs. (1) Appli-
cant. The applicant is responsible for
all costs incurred before loan or grant
closing associated with planning, tech-
nical services, and actual construction.
These costs may be included in the
loan or grant as authorized by RHS
regulations.

(2) Developer. The developer is respon-
sible for payment of all costs associ-
ated with development.

§ 1924.103 Scope.

This subpart provides supplemental
requirements for Rural Rental Housing
(RRH) loans, Rural Cooperative Hous-
ing (RCH) loans, Farm Labor Housing
(LH) loans and grants, and Rural Hous-
ing Site (RHS) loans. It also provides a
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site development standard, as indi-
cated in exhibit B of FmHA Instruction
1924–C (available in any RHS field of-
fice), which supplements this subpart
to provide the minimum for the accept-
ability of development. All of this sub-
part applies to Single Family Housing
unless otherwise noted. All of this sub-
part also applies to Multiple Family
Housing except §§ 1924.115 and 1924.120,
and any paragraph specifically des-
ignated for Single Family Housing
only. In addition, RHS will consult
with appropriate Federal, state, and
local agencies, other organizations, and
individuals to implement the provi-
sions of this subpart.

§ 1924.104 Definitions.

As used in this subpart:
Applicant. Any person, partnership,

limited partnership, trust, consumer
cooperative, corporation, public body,
or association that has filed a
preapplication, or in the case of RHS
programs that do not require a
preapplication, an official application,
with RHS in anticipation of receiving
or utilizing RHS financial assistance.

Community. A community includes
cities, towns, boroughs, villages, and
unincorporated places which have the
characteristics of incorporated areas
with support services such as shopping,
post office, schools, central sewer and
water facilities, police and fire protec-
tion, hospitals, medical and pharma-
ceutical facilities, etc., and are easily
identifiable as established concentra-
tions of inhabited dwellings and pri-
vate and public buildings.

Developer. Any person, partnership,
public body, or corporation who is in-
volved with the development of a site
which will be financed by RHS.

Development. The act of building
structures and installing site improve-
ments on an individual dwelling site, a
subdivision, or a multiple family tract.

Multiple Family Housing. RHS RRH
loans, RCH loans, LH loans and grants,
and RHS loans.

Single Family Housing. RHS Rural
Housing loans for individuals for con-
struction of, repair of, or purchase of a
dwelling to be occupied by one house-
hold.

Site. A parcel of land proposed as a
dwelling site, with or without develop-
ment.

Site approval official. The RHS mak-
ing the determination that a site meets
the requirements in this subpart to be
acceptable for site loans. (See
§ 1924.120.)

Street surfaces. Streets may be hard
or all-weather surfaced.

(1) Hard surface—a street with a port-
land cement concrete, asphaltic con-
crete, or bituminous wearing surface or
other hard surfaces which are accept-
able and suitable to the local public
body for use with local climate, soil,
gradient, and volume and character of
traffic.

(2) All-weather—a street that can be
used year-round with a minimum of
maintenance, such as the use of a grad-
er and minor application of surface ma-
terial, and is acceptable and suitable to
the local public body for use with local
climate, soil, gradient, and volume and
character of traffic.

Subdivision. Five or more contiguous
(developed or undeveloped) lots or
building sites. Subdivisions may be
new or existing.

§ 1924.105 Planning/performing devel-
opment.

(a) General. Planning is an evaluation
of specific development for a specific
site. Planning must take into consider-
ation topography, soils, climate, adja-
cent land use, environmental impacts,
energy efficiency, local economy, aes-
thetic and cultural values, public and
private services, housing and social
conditions, and a degree of flexibility
to accommodate changing demands.
All planning and performing develop-
ment work is the responsibility of the
applicant or developer. All develop-
ment will be arranged and completed
according to applicable local, state, or
Federal regulations including applica-
ble health and safety standards, envi-
ronmental requirements, and require-
ments of this subpart. When a public
authority requires inspections prior to
final acceptance, written assurance by
the responsible public authority of
compliance with local, city, county,
state or other public codes, regula-
tions, and ordinances is required prior
to final acceptance by RHS.
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(1) [Reserved]
(2) Technical Services. [Reserved]
(i) [Reserved]
(ii) An applicant or developer for a

Multiple Family Housing project or a
Single Family Housing site which re-
quires technical services under
§ 1924.13(a), must contract for the tech-
nical services of an architect, engineer,
land surveyor, landscape architect, or
site planner, as appropriate, to provide
complete planning, drawings, and spec-
ifications. Such services may be pro-
vided by the applicant’s or developer’s
‘‘in house’’ staff subject to RHS con-
currence. Technical services must be
performed by professionals who are
qualified and authorized to provide
such services in the state in which the
project would be developed. All tech-
nical services must be provided in ac-
cordance with the requirements of pro-
fessional registration or licensing
boards. At completion of all construc-
tion or completion of a phase or phases
of the total project, the persons pro-
viding technical services under this
section must notify the RHS field of-
fice in writing that all work has been
completed in substantial conformance
with the approved plans and specifica-
tions.

(iii) For developments not specifi-
cally required to have technical serv-
ices under paragraph (a)(2)(ii) of this
section, such services may be required
by the state director when construc-
tion of streets or installation of utili-
ties is involved.

(3) Drawings, specifications, contract
documents, and other documentations.
Adequate drawings and specifications
must be provided by the applicant or
developer to RHS in sufficient detail to
fully and accurately describe the pro-
posed development. Contract docu-
ments must be prepared in accordance
with § 1924.6 or, in the case of more
complex construction, § 1924.13.

(b) Single Family Housing. Proposals
for development of individual dwelling
sites must meet the following require-
ments:

(1) Site development design require-
ments. Exhibit B (available in any RHS
field office) will be used as a minimum
by applicants or developers in pre-
paring proposals and supporting docu-
ments for Single Family Housing

loans, in addition to specific require-
ments made in this subpart.

(2) [Reserved]
(c) Multiple Family Housing. Exhibit C

(available in any RHS office) should be
used as a guide by the applicant or de-
veloper in preparing a proposal and
supporting documents for multiple
family housing projects.

§ 1924.106 Location.

(a) General. It is RHS’s policy to pro-
mote compact community development
and not to approve sites located in
floodplains, on wetlands, or on impor-
tant farmlands, unless there is no prac-
tical alternative. Furthermore, RHS
will not finance development on loca-
tions that adversely affect properties
which are listed or are eligible for list-
ing on the National Register of His-
toric Places, located within the Coastal
Barrier Resource System, or on a bar-
rier island. (Environmental require-
ments are found in 7 CFR part 1940,
subpart G.) In order to be eligible for
RHS participation:

(1) The site must be located in an eli-
gible area as defined in the program
regulations under which the develop-
ment is being funded or approved.

(2) The site must comply with the ap-
plicable environmental laws, regula-
tions, Executive Orders, and subpart G
of part 1940.

(b) Single Family Housing. In addition
to the general requirements in para-
graph (a) of this section, sites must
provide a desirable, safe, functional,
convenient, and attractive living envi-
ronment for the residents.

(c) Multiple Family Housing. Multiple
family housing projects shall be lo-
cated in accordance with the require-
ments in paragraph (r) of § 1944.215. Lo-
cating sites in less than desirable loca-
tions of the community because they
are in close proximity to undesirable
influences such as high activity rail-
road tracks; adjacent to or behind in-
dustrial sites; bordering sites or struc-
tures which are not decent, safe, or
sanitary; or bordering sites which have
potential environmental concerns such
as processing plants, etc., is not ac-
ceptable. Screening such sites does not
make them acceptable. Sites which are
not an integral part of a residential
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community and do not have a reason-
able access, either by location or ter-
rain, to essential community facilities
such as water, sewerage, schools, shop-
ping, employment opportunities, med-
ical facilities, etc., are not acceptable.

§ 1924.107 Utilities.
All development under this subpart

must have adequate, economic, safe,
energy efficient, dependable utilities
with sufficient easements for installa-
tion and maintenance.

(a) Water and wastewater disposal sys-
tems. (1) Single Family Housing. If sites
are served by central water or sewer
systems, the systems must meet the
requirements of paragraphs (a)(2) (i)
and (ii) of this section. If sites have in-
dividual water or sewer systems, they
must meet the requirements of the
state department of health or other
comparable reviewing and regulatory
authority and the minimum require-
ments of exhibit B (available in any
RHS field office), paragraphs V and VI.
Sites in subdivisions of more than 25
dwelling units on individual systems,
or sites that do not meet the require-
ments of exhibit B, paragraphs V and
VI, must have state director concur-
rence.

(2) Multiple Family Housing. Proposals
processed under this paragraph shall be
served by centrally owned and operated
water and wastewater disposal systems
unless this is determined by RHS to be
economically or environmentally not
feasible. All central systems, whether
they are public, community, or private,
shall meet the design requirements of
the state department of health or other
comparable reviewing and regulatory
authority. The regulatory authority
will verify in writing that the water
and wastewater systems are in compli-
ance with the current provisions of the
Safe Drinking Water Act and the Clean
Water Act, respectively.

(i) Sites which are not presently
served by a central system, but are
scheduled for tie-in to the central sys-
tem within 2 years, should have all
lines installed during the initial con-
struction. Such sites must have an ap-
proved interim water supply or waste-
water disposal system installed capable
of satisfactory service until the sched-
uled tie-in occurs.

(ii) In addition to written assurance
of compliance with state and local re-
quirements, there must be assurance of
continuous service at reasonable rates
for central water and wastewater dis-
posal systems. Public ownership is pre-
ferred whenever possible. In cases
where interim facilities are installed
pending extension or construction of
permanent public services, the devel-
oper must assume responsibility for
the operation and maintenance of the
interim facility or establish an entity
for its operation and maintenance
which is acceptable to the local gov-
erning body. If a system is not or will
not be publicly owned and operated, it
must comply with one of the following:

(A) Be an organization that meets
the ownership and operating require-
ments for a water or wastewater dis-
posal system that RHS could finance
under 7 CFR part 1942, subpart A or be
dedicated to and accepted by such an
organization.

(B) Be an organization or individual
that meets other acceptable methods of
ownership and operation as outlined in
HUD Handbook 4075.12, ‘‘Ownership and
Organization of Central Water and
Sewerage Systems.’’ RHS should be as-
sured that the organization has the
right, in its sole discretion, to enforce
the obligation of the operator of the
water and sewerage systems to provide
satisfactory continuous service at rea-
sonable rates.

(C) Be adequately controlled as to
rates and services by a public body
(unit of Government or public services
commission).

(iii) Multiple family developments of
more than 25 units with individual sys-
tem must have national office concur-
rence.

(A) [Reserved]
(B) Supporting information for the

proposed individual water systems,
covering the following points:

(1) In areas where difficulty is antici-
pated in developing an acceptable
water supply, the availability of a
water supply will be determined before
closing the loan.

(2) Documentation must be provided
that the quality of the supply meets
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the chemical, physical, and bacterio-
logical standards of the regulatory au-
thority having jurisdiction. The max-
imum contaminant levels of U.S. EPA
shall apply. Individual water systems
must be tested for quantity and bac-
teriological quality. Where problems
are anticipated with chemical quality,
chemical tests may be required. Chem-
ical tests would be limited to analysis
for the defects common to the area
such as iron and manganese, hardness,
nitrates, pH, turbidity, color, or other
undesirable elements. Polluted or con-
taminated water supplies are unaccept-
able. In all cases, assurance of a pota-
ble water supply before loan closing is
required.

(C) Supporting information for indi-
vidual wastewater disposal systems
with subsurface discharge provided by
a soil scientist, geologist, soils engi-
neer, or other person recognized by the
local regulatory authority. This data
must include the following:

(1) Assurance of nonpollution of
ground water. The local regulatory au-
thority having jurisdiction must be
consulted to ensure that installation of
individual wastewater systems will not
pollute ground water sources or create
other health hazards or otherwise vio-
late State water quality standards.

(2) Records of percolation tests. Guid-
ance for performing these tests is in-
cluded in the EPA design manual, ‘‘On-
site Wastewater Treatment and Dis-
posal Systems’’ and the minimum RHS
requirements are in exhibit B, para-
graph VI. (These may be waived by the
state director when the state has es-
tablished other acceptable means for
allowing onsite disposal.)

(3) Determination of soil types and
description. The assistance of the SCS
or other qualified persons should be ob-
tained for soil type determination and
a copy of its recommendations in-
cluded in the documentation.

(4) Description of ground water ele-
vations, showing seasonal variations.

(5) Confirmation of space allowances.
An accurate drawing to indicate that
there is adequate space available to
satisfactorily locate the individual
water and wastewater disposal sys-
tems; likewise, documented assurance
of compliance with all local require-
ments. Structures served by waste-

water disposal systems with subsurface
discharge require larger sites than
those structures served by another
type system.

(6) Description of exploratory pit ob-
servations, if available.

(D) Supporting information for indi-
vidual wastewater disposal systems
with surface discharge covering the fol-
lowing points:

(1) Effluent standards issued by the
appropriate regulatory agency that
controls the discharge of the proposed
individual systems. Assurance from
this regulatory agency that the efflu-
ent standards will not be exceeded by
the individual systems being proposed
must be included.

(2) Program of maintenance, parts,
and service available to the system-
owner for upkeep of the system.

(3) A plan for local inspection of the
system by a responsible agency with
the authority to ensure compliance
with health and safety standards.

(b) Electric service. The power supplier
will be consulted by the applicant to
assure that there is adequate service
available to meet the needs of the pro-
posed site. Underground service is pre-
ferred.

(c) Gas service. Gas distribution facili-
ties, if provided, will be installed ac-
cording to local requirements where
adequate and dependable gas service is
available.

(d) Other utilities. Other utilities, if
available, will be installed according to
local requirements.

§ 1924.108 Grading and drainage.

(a) General. Soil and geologic condi-
tions must be suitable for the type of
construction proposed. In questionable
or unsurveyed areas, the applicant or
developer will provide an engineering
report with supporting data sufficient
to identify all pertinent subsurface
conditions which could adversely affect
the structure and show proposed solu-
tions. Grading will promote drainage of
surface water away from buildings and
foundations, minimize earth settle-
ment and erosion, and assure that
drainage from adjacent properties onto
the development or from the develop-
ment to adjacent properties does not
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create a health hazard or other unde-
sirable conditions. Grading and drain-
age will comply with exhibit B, para-
graphs III and IV, of this subpart.

(b) Cuts and fills. Development requir-
ing extensive earthwork, cuts and fills
of 4 feet or more shall be designed by a
professional engineer. Where topog-
raphy requires fills or extensive
earthwork that must support struc-
tures and building foundations, these
must be controlled fills designed, su-
pervised, and tested by a qualified soils
engineer.

(c) Slope protection. All slopes must be
protected from erosion by planting or
other means. Slopes may require tem-
porary cover if exposed for long periods
during construction.

(d) Storm water systems. The design of
storm water systems must consider
convenience and property protection
both at the individual site level and
the drainage basin level. Storm water
systems should be compatible with the
natural features of the site. In areas
with inadequate drainage systems, per-
manent or temporary storm water
storage shall be an integral part of the
overall development plan. Design of
these facilities shall consider safety,
appearance, and economical mainte-
nance operations.

§§ 1924.109–1924.114 [Reserved]

§ 1924.115 Single Family Housing site
evaluation.

(a) Site review. The site approval offi-
cial will evaluate each site (developed
or undeveloped) to determine accept-
ance for the program. Information on
the site will be provided by the ap-
praiser or site approval official on a
form provided by RHS and available in
any RHS field office.

(b) Site access. Each site must be con-
tiguous to and have direct access from:

(1) A hard surfaced or all weather
road which is developed in full compli-
ance with public body requirements, is
dedicated for public use, and is being
maintained by a public body or a home
owners association that has dem-
onstrated its ability or can clearly
demonstrate its ability to maintain the
street; or

(2) An all weather extended driveway
which can serve no more than two sites

connecting to a hard surface or all
weather street or road that meets the
requirements of paragraph (b)(1); or

(3) A hard surfaced street in a condo-
minium or townhouse complex which:

(i) Is owned in common by the mem-
bers or a member association and is
maintained by a member association
that has demonstrated its ability or
can clearly demonstrate its ability to
maintain the street; and

(ii) Connects to a publicly owned and
dedicated street or road.

(c) Exceptions to street requirements. A
site not meeting the conditions in
paragraph (b) of this section will be ac-
ceptable if:

(1) The applicant is a builder for a
conditional commitment (a loan will
not be approved until the site meets
the conditions in paragraph (b) of this
section), or the builder posts an irrev-
ocable performance and payment bond
(or similar acceptable assurance) that
assures the site approval official that
the site will be developed to meet the
conditions in paragraph (b) of this sec-
tion; or

(2) The site is recommended by the
site approval official and approved by
the state director. A request for state
director approval must justify that it
is in the best interest of both the gov-
ernment and the applicant to approve
the site.

(d) Site layout. (1) Sites shall be sur-
veyed and platted. Permanent markers
shall be placed at all corners.

(2) Sites shall meet all requirements
of state and local entities and RHS.

(e) Covenants, conditions and restric-
tions. Sites in subdivisions shall be pro-
tected by covenants, conditions, and
restrictions (CC&Rs) to preserve the
character, value, and amenities of the
residential community and to avoid or
mitigate potential environmental im-
pacts unless, an exception is granted
by RHS after considering the suit-
ability of local ordinances, zoning, and
other land use controls.

(1) CC&Rs shall be recorded in the
public land records and specifically ref-
erenced in each deed.

(2) The intent of the CC&Rs is to as-
sure the developers that the purchasers
will use the land in conformance with
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the planned objectives for the commu-
nity. In addition, the CC&Rs should as-
sure the purchasers that the land cov-
ered by the CC&Rs will be used as
planned and that other purchasers will
use and maintain the land as planned
to prevent changes in the character of
the neighborhood that would adversely
impact values or create a nuisance.

§§ 1924.116–1924.118 [Reserved]

§ 1924.119 Site Loans.
Subdivisions approved under subpart

G of part 1822 (FmHA Instruction 444.8)
or exhibit F of subpart I of part 1944
(available in any RHS field office), will
meet the general requirements of this
subpart to insure lots in the subdivi-
sion will meet the requirements of
§ 1924.115.

§§ 1924.120–1924.121 [Reserved]

§ 1924.122 Exception authority.
The Administrator of RHS may in in-

dividual cases, make an exception to
any requirement or provision of this
subpart or address any omission of this
subpart which is not inconsistent with
the authorizing statute or other appli-
cable law if the Administrator deter-
mines that application of the require-
ment or provision would adversely af-
fect the Government’s interest. The
Administrator will exercise this au-
thority upon the written request of the
state director or the appropriate pro-
gram assistant administrator. Re-
quests for exceptions must be sup-
ported with documentation to explain
the adverse effect on the Government,
proposed alternative courses of action,
and show how the adverse effect will be
eliminated or minimized if the excep-
tion is granted.

§§ 1924.123–1924.149 [Reserved]

§ 1924.150 OMB Control Number.
The reporting requirements con-

tained in this subpart have been ap-
proved by the Office of Management
and Budget (OMB) and have been as-
signed OMB control number 0575–0164.
Public reporting burden for this collec-
tion of information is estimated to
vary from 5 minutes to 10 minutes per
response, with an average of .13 hours
per response, including time for re-

viewing instructions, searching exist-
ing data sources, gathering and main-
taining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing this
burden to the Department of Agri-
culture, Clearance Officer, OIRM, Ag
Box 7630, Washington, DC 20250; and to
the Office of Management and Budget,
Paperwork Reduction Project (OMB
#0575–0164), Washington, DC 20503.

EXHIBIT A TO SUBPART C [RESERVED]

EXHIBIT B TO SUBPART C—SITE
DEVELOPMENT DESIGN REQUIREMENTS

This exhibit prescribes site development
requirements to be used in developing resi-
dential sites in all housing programs. These
requirements cover only those areas which
involve health and safety concerns. They are
not intended to cover all aspects of site de-
velopment. Applicants and developers are ex-
pected to follow local practice, as a min-
imum, in all areas of site development not
addressed in this exhibit. When State, local,
or other requirements are applicable in addi-
tion to FmHA or its successor agency under
Public Law 103–354’s requirements, the most
stringent requirement shall apply.

Proper integration of the natural features
of a site with the manmade improvements is
one of the most critical aspects of residen-
tial development. Poor site planning in large
scale subdivisions, rental projects and indi-
vidual sites, has resulted in a loss of valuable
private and public natural resources and
caused economic burdens and conditions un-
suitable for healthy and pleasant living.
Proper site design can preserve desirable
natural features of the site, minimize ex-
penses for streets and utilities, and provide a
safe and pleasant living environment.

TABLE OF CONTENTS

I. Streets

A. Types
1. Collector Streets
2. Local Streets

B. Design Features
1. Emergency Access
2. Cul-de-sacs
3. Intersection Angle
4. Intersection Sight Distance

C. Street Geometry
1. Definitions
2. Design Requirements

D. Construction
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II. Walks and Steps

A. Walks
B. Exterior Steps Not Contiguous to Dwell-

ing or Building
1. Flight
2. Risers and Treads
3. Landings
4. Handrails

III. Grading

A. Compaction
B. Gradients

IV. Drainage

A. General
1. Collection and Disposal
2. Concentrated Flow

B. Drainage Design and Flood Hazard Expo-
sure

1. Storm Frequences
2. Street Drainage
3. Foundation Drainage

C. Primary Storm Sewer
1. Pipe Size
2. Minimum Gradient
3. Easements

D. Drainage Swals and Gutters
1. Design
2. Easements

E. Downspouts
1. Outfall
2. Piped Drainage

F. Storm Inlets and Catch Basins
1. Openings
2. Access

G. Drywells

V. Water Supply Systems

A. Individual Water Systems
1. General
2. Well Location
3. Well Construction

4. Pumps and Equipment
5. Storage Tanks

B. Community Water Systems
1. Definition
2. Design

VI. Wastewater Disposal Systems

A. Individual Wastewater Disposal Systems
1. General
2. Percolation Tests
3. Subsurface Absorption Systems

B. Community Wastewater Disposal Systems
1. Definition
2. Design

I. Streets

A. Types—1. Collector streets. Collector
streets are feeder streets which carry traffic
from local streets to the major system of ar-
terial streets and highways. They include
the principal entrance streets of residential
developments and streets for circulation
within such developments.

2. Local streets. Local streets are minor
streets used primarily for access to abutting
properties. These include drives serving
multi-family housing units.

B. Design Features—1. Emergency Access. Ac-
cess for fire equipment and other emergency
vehicles shall be within 100 feet of main
building entrances.

2. Cul-de-sacs. Cul-de-sac streets shall have
a turn-around with an outside roadway di-
ameter of at least 80 feet, and a right-of-way
diameter of at least 100 feet.

3. Intersection Angle. Streets shall be laid
out to intersect as nearly as possible at right
angles and no street shall intersect any
other street at an angle less than 75 degrees.
Curb radii shall be a minimum of 20 feet for
street intersections.

4. Intersection Sight Distance. Adequate dis-
tances must be maintained at intersections.
Vehicles must be visible when within 75 feet

of the centerlines of uncontrolled inter-
secting streets.
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C. Street Geometry—1. Definitions. The defi-
nitions in Sections I.C.1.a and I.C.1.b. apply
to the requirements in Section I.C.2.

a. Terrain Classifications.
(1) Ordinary—Slope less than 8%.
(2) Rolling—Slope range of 8% to 15%.
(3) Hilly—Slope greater than 15%.
b. Development Density (Number of Lots).

(Land Area minus Undeveloped Areas greater
than Average Lot Size)

(1) Low—Less than 2 lots per acre.
(2) Medium—2 to 6.0 lots per acre.
(3) High-More than six lots per acre.
2. Design Requirements. Collector streets

and local streets shall comply with the re-
quirements in tables 1 and 2 unless an excep-
tion is granted by the State Director. These
requirements may need modification in lo-
calities having winter icing conditions.

TABLE 1—PAVEMENT WIDTHS (FEET)

Street type On-street parallel parking
Development density

Low Medium High

Collector .................................. Prohibited ............................................................................. 26 32 36
Collector .................................. No Restrictions ..................................................................... 36 36 40
Local ....................................... Prohibited ............................................................................. 18 18 20
Local ....................................... Partial, One Side 1 ................................................................ 18 20 26
Local ....................................... Partial, One Side 1 ................................................................ 22 26 32
Local ....................................... Total, One Side 2 .................................................................. 22 26 26
Local ....................................... Total, Both Sides 2 ............................................................... 26 32 36

(1) At least one parking space per dwelling is provided off-street.
(2) No parking spaces are provided off-street.

TABLE 2—STREET DESIGN (FEET)

Terrain

Ordinary Rolling Hilly

(1) Collector street:
(a) Minimum centerline radius of curvature ........................................................................... 300 225 150
(b) Minimum sight distance ................................................................................................... 250 200 150
(c) Minimum right-of-way width ............................................................................................. 60 60 60

(2) Local Street:
(a) Minimum centerline radius of curvature ........................................................................... 200 150 100
(b) Minimum sight distance ................................................................................................... 200 150 100
(c) Minimum right-of-way width 1 ........................................................................................... 50 50 50

(1) For cul-de-sac streets, the minimum right-of-way width is 40 feet.

D. Construction. Street configuration and
wearing surfaces must provide safe and eco-
nomical access to all building sites. The de-
sign and construction of the street shall be
appropriate for all anticipated traffic, cli-
matic and soil conditions. Streets shall meet
or exceed all local, county, and State re-
quirements.

II. Walks and Steps

A. Walks. Where walks are provided, they
shall be located to assure a minimum
vertical clearance of 7 feet from all perma-
nent or temporary obstructions. Walks shall
have a slip resistant surface.

B. Exterior Steps Not Contiguous to Dwelling
or Building—1. Flight. a. Single steps or
flights of steps exceeding a vertical height of
12 feet shall not be accepted.

b. Steps shall be set back from an inter-
secting walk or drive a minimum of 1 foot at
a retaining wall and 2 feet at slopes.

2. Risers and Treads. a. Risers shall be a
maximum of 6 inches, a minimum of 3 inches
and uniform throughout the flight.

b. Treads shall be a minimum of 12 inches
and uniform throughout the flight.

c. Treads shall have a slip resistant sur-
face.

d. Treads shall be pitched appropriately to
ensure drainage.

3. Landings. a. Minimum length shall equal
3 feet or walk width whichever is greater.

b. A change in direction in a flight of stairs
shall be accomplished only at a landing or by
a winder which has a tread width at a point
18 inches from the converging end, equal to
the full straight stair tread width.

4. Handrails. Stairways having a flight rise
exceeding 30 inches shall have a 36 inch high
handrail located on one side for stairs 5 feet
or less in width and on both sides of stair-
ways over 5 feet wide.
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III. Grading

A. Compaction— All fill for street or home
construction shall have compaction of not
less than 95 percent maximum density, as de-
termined by proctor or other accepted test-
ing methods. Maximum thickness of compac-
tion layers shall be 6 inches except where
compaction equipment of demonstrated ca-
pability is used under the direction of a
qualified soils engineer. Earth fill used to
support a building foundation shall be a con-
trolled fill which is designed, supervised, and

tested by a qualified soils engineer in accord-
ance with good practice.

B. Gradients. Grading design shall be ar-
ranged to assure safe and convenient all-
weather pedestrian and vehicular access to
residential buildings and to all other nec-
essary site facilities. Site grading shall be
designed to establish building floor ele-
vations and ground surface grades which
allow drainage of surface water away from
buildings and adjacent sites. Grading design
shall conform with tables 3 and 4.

TABLE 3—ACCESS AND PARKING GRADIENTS 1

[In percent]

Minimum Maximum

Center
line

Crown or
cross
slope

Center
line

Crown or
cross
slope

Streets ................................................................................................................... 0.5 1.0 14.0 5.0
Street Intersections ............................................................................................... 0.5 1.0 25.0 5.0
Driveways (3) ......................................................................................................... .05 1.0 14.0 5.0
Sidewalks (4):

Concrete ......................................................................................................... 0.5
Bituminous ..................................................................................................... 1.0
Building Entrances & Short Walks ................................................................. 1.0 12.0 5.0
Main Walks .................................................................................................... 0.5 10.0 5.0
Adjoining Steps .............................................................................................. 2.0
Landings ......................................................................................................... 1.0
Stepped Ramp Treads ................................................................................... 1.0 2.0 5.0

Parking .................................................................................................................. 0.5 5.0 5.0

1 Approximate Equivalents .5%=1⁄16″ ft., 1.0=1⁄8″ ft., 2.0%=1⁄4″ ft., 5.0%=5⁄8″ ft., 10.0%=11⁄4″ ft., 12.0%=11⁄2″ ft., 21%=25⁄8″ ft.
2 Grades approaching intersections shall not exceed 5 percent for a distance of not less than 100 feet from the centerline of

the intersection.
3 Vertical transitions shall percent contact of car undercarriage of bumper with driveway surface.
4 Five percent maximum for major use by elderly tenants.

TABLE 4—SLOPE GRADIENTS 1

[In percent]

Minimum Maximum

Slope Away From Foundations:
Pervious Surfaces .................................................................................................................................. 2 5.0 3 21.0
Impervious Surfaces .............................................................................................................................. 21.0 21.0

Pervious Surfaces:
Ground Frost Area ................................................................................................................................. 2.0
Non-Ground Frost Areas ........................................................................................................................ 41.0

Impervious Surfaces ...................................................................................................................................... 0.5
Slopes to be maintained by Machine ............................................................................................................ 333.0

1 See table 3, footnote (1).
2 Minimum length of 10 feet or as limited by property lines.
3 Minimum length of 4 feet.
4 The minimum is 2.0% if the annual precipitation is more than 50 inches.

IV. Drainage

A. General—1. Collection and Disposal. Sur-
face and subsurface drainage systems shall
be provided, as appropriate, for collection
and disposal of storm drainage and sub-
surface water. These systems shall provide
for the safety and convenience of occupants.
They shall protect dwellings, other improve-
ments and useable lot areas from water dam-
age, flooding, and erosion.

2. Concentrated Flow. Where storm drainage
flow is concentrated, permanently main-

tained facilities shall be provided to prevent
significant erosion and other damage or
flooding on site or on adjacent properties.

B. Drainage Design and Flood Hazard Expo-
sure—1. Storm Frequency. Drainage facilities
shall be designed for a 10 year storm fre-
quency of 24-hour duration. Full potential
development of all contributing areas shall
be used as a basis for this determination.

2. Street Drainage. Streets shall be useable
during runoff equivalent to a 10-year return
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frequency. Where drainage outfall is inad-
equate to prevent runoff equivalent to a 10-
year return frequency from ponding over 6
inches deep, streets shall be made passable
for local commonly used emergency vehicles
during runoff equivalent to a 25-year return
frequency except where an alternative access
street not subject to such ponding is avail-
able.

3. Foundation Drainage. Appropriate crawl
space and foundation drainage shall be pro-
vided for the removal of subsurface moisture.

C. Primary Storm Sewer—1. Pipe Size. Pipe
size for the primary storm sewer (any storm
sewer or inlet lateral located in a street or
other public right-of-way) shall have an in-
side diameter based on design analysis but
not less than 15 inches. Where anticipated
runoff from the five-year return frequency
rainfall will not fill a 15 inch pipe, a primary
storm sewer system usually is unnecessary.

2. Minimum Gradient. Minimum gradient
shall be selected to provide for self-scouring
of the conduit under low-flow conditions and
for removal of sediments foreseeable from
the drainage area.

3. Easements. Easements for storm sewers
shall be a minimum of 10 feet in width.

D. Drainage Swals and Gutters—1. Design.
Paved gutters shall have a minimum grade
of 0.5 percent. Paved gutters and unpaved
drainage swales shall have adequate depth
and width to accommodate the maximum
foreseeable runoff without overflow. Swales
and gutters shall be seeded, sodded, sprigged
or paved as appropriate to minimize poten-
tial erosion. Side slopes shall be no steeper
than 2:1.

2. Easements. Surface channels shall have
an easement which is at least the width of
the channel plus 10 feet.

E. Downspouts—1. Outfall. Where down-
spouts are provided, they shall either be con-
nected to an available storm sewer, provided
with suitable splash blocks, or empty at ac-
ceptable locations onto paved areas so that
water drains away from buildings. Down-
spouts shall not connect to sanitary sewers.

2. Piped Drainage. Piped roof drainage from
buildings shall be connected to available
storm sewers or empty at locations where no
erosion or other damage will be caused.

F. Storm Inlets and Catch Basins—1. Open-
ings. Where inlets are accessible to small
children, openings shall have one dimension
limited to 6 inch access. Inlet openings in
paved areas shall be designed to avoid en-
trapment or impedence of bicycles, baby car-
riages, etc.

2. Access. Access for cleaning shall be pro-
vided to all inlet boxes and catch basins.

G. Drywells—Drywells for the disposal of
water from foundation drains, crawl spaces,
and other small quantity sources shall be
permissible where the bottom of drywells
project into strata of undistributed porous
soil at a level where the bottom of the

drywell will be above the ground water table
at its highest seasonal elevation.

V. Water Supply Systems

A. Individual Water Systems—1. General. a.
In this subpart, an individual water system
is a system which serves fewer customers or
connections than the lower threshold for
community systems stated in the Safe
Drinking Water Act.

b. The system for an individual household
should be capable of delivering a sustained
flow of 5 gpm. A system supplying water to
multiple household shall be designed by a
Professional Engineer and have sufficient ca-
pacity to serve estimated demand. A test of
at least 4 hours duration shall be conducted
to determine the yield and maximum draw-
down for all wells developed as part of an in-
dividual water system. This test may be
waived by the State Office based on the hy-
drologic and geologic conditions in the area.

c. Water that requires continual or repet-
itive treatment to be safe bacterially is not
acceptable.

d. After installation, the system should be
disinfected in accordance with the rec-
ommendations of the health authority. In
the absence of a health authority, system
cleaning and disinfection should conform
with the current EPA Manual of Individual
Water Supply Systems.

e. Any method for individual water supply
contained herein which is not permitted by
the local health authority having jurisdic-
tion shall not be used.

2. Well Location— a. A well located within
the foundation walls of a dwelling is not ac-
ceptable except in arctic and sub-arctic re-
gions.

b. Water which comes from soil formation
which may be polluted or contaminated or is
fissured or creviced or which is less than 20
feet below the natural ground surface (sub-
ject to the requirements of the local health
authority) is not acceptable.

c. Individual water supply systems are not
acceptable for individual lots in areas where
chemical soil poisoning is practiced if the
overburden of soil between the ground sur-
face and the water bearing strata is coarse-
grained sand, gravel, or porous rock, or is
creviced in a manner which will permit the
recharge water to carry the toxicants into
the zone of saturation.

d. Table 5 shall be used in establishing the
minimum acceptable distances between wells
and sources of pollution located on either
the same or adjoining lots. These distances
may be increased by either the health au-
thority having jurisdiction or the FmHA or
its successor agency under Public Law 103–
354 State Director.
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TABLE 5—DISTANCE FROM SOURCE OF POLLUTION

Source of pollution

Minimum
horizontal
distance

(feet)

Property Line ..................................................... 10
Septic Tank ........................................................ 50
Absorption field .................................................. 1100
Seepage pit ....................................................... 1100
Absorption Bed .................................................. 1100
Sewer Lines w/Permanent Watertight Joints .... 10
Other Sewer Lines ............................................. 50
Chemically Poisoned Soil .................................. 1100
Dry Well ............................................................. 50
Other .................................................................. (2)—

NOTES:
1 The horizontal distance between the sewage absorption

system and the well, or the chemically poisoned soil and the
well, may be reduced to 50 feet only where the ground sur-
face is effectively separated from the water bearing formation
by an extensive, continuous impervious strata of clay, hard-
pan, or rock. The well shall be constructed so as to prevent
the entrance of surface water and contaminants.

2 Other sources of pollution could be fuel oil or gasoline
storage tanks, farm yards or chemical storage tanks, etc. The
well should be separated from these sources of pollution a
distance recommended by the local health authority.

3. Well Construction— a. The well shall be
constructed to allow the pump to be easily
placed and to function properly.

b. All drilled wells shall be provided with a
sound, durable and watertight casing capable
of sustaining the loads imposed. The casing
shall extend from a point several feet below
the water level at drawdown or from an im-
pervious strata above the water level, to 12
inches above either the ground surface or the
pump room floor. The casing shall be sealed
at the upper opening.

c. Bored wells shall be lined with concrete,
vitrified clay, or equivalent materials.

d. The space between the casing or liner
and the wall of the well hole shall be sealed
with cement grout.

e. The well casing shall not be used to con-
vey water except under positive pressure. A
separate drop pipe shall be used for suction
line.

f. When sand or silt is encountered in the
water-bearing formation, the well shall ei-
ther be gravel packed, or a removable strain-
er or screen shall be installed.

g. The surface of the ground above and
around the well shall be graded to drain sur-
face water away from the well.

h. Openings in the casing, cap, or concrete
cover for the entrance of pipes, pump or
manholes, shall be made watertight.

i. If a breather is provided, it shall extend
above the highest level to which surface
water may rise. The breather shall be water-
tight, and the open end shall be screened and
positioned to prevent entry of dust, insects
and foregin objects.

4. Pumps and Equipment— a. Pumps shall be
capable of delivering the volume of water re-
quired herein under normal operating pres-
sures within the living unit. Well pump ca-

pacity shall not exceed the output of the
well.

b. Pumps and equipment shall be mounted
to be free of objectionable noises, vibrations,
flooding, pollution, and freezing.

c. Suction lines shall terminate below
maximum drawdown of the water level in the
well.

d. Horizontal segments of suction line shall
be placed below the frost line in a sealed cas-
ing pipe or in at least 4 inches of concrete.
The distance from suction line to sources of
pollution shall be not less than shown in
table 5.

5. Storage Tanks— a. A system for an indi-
vidual household shall include a pressure
tank having a minimum capacity of 42–gal-
lons. However, prepressured tanks and other
pressurizing devices are acceptable provided
that delivery between pump cycles equals or
exceeds that of a 42 gallon tank. Storage ca-
pacity on a system for multiple households
must be sufficient to meet estimated peak
demands.

b. Tanks shall be equipped with a clean-out
plug at the lowest point, and if pressurized,
a suitable pressure relief valve.

c. When additional storage is necessary be-
cause the well yield will not meet the system
peak demands, all nonpressurized inter-
mediate tanks shall be designed and in-
stalled in a manner that will prevent the pol-
lution or degradation of the water supply.

B. Community Water Systems—1. Definition.
In this subpart, a community water system
is a system which meets the definition in the
Safe Drinking Water Act.

2. Design. A community water system shall
be designed by a qualified, professional engi-
neer licensed in the state in which the water
system will be located. Community water
systems shall comply with all Federal and
State laws.

VI. Wastewater Disposal Systems

Each dwelling shall be provided with a
water-carried system adequate to dispose of
domestic wastes in a manner which will not
create a nuisance, contaminate any existing
or prospective water source or water supply,
or in any way endanger the public health.

A. Individual Wastewater Disposal Systems—
1. General. a. In this subpart, an individual
wastewater disposal system is a sewage dis-
posal system which serves only 1 dwelling
unit.

b. When service from an acceptable public
or community system is not available or fea-
sible, and ground water and soil conditions
are acceptable, an individual system may be
used.

c. Each individual wastewater disposal sys-
tem shall consist of a house sewer, a
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pretreatment unit (e.g., septic tank, indi-
vidual package treatment plant), and accept-
able absorption system (subsurface absorp-
tion field, seepage pit(s), or subsurface ab-
sorption bed). The system shall be designed
to receive all sanitary sewage (bathrooms,
kitchen and laundry) from the dwelling, but
not footing or roof drainage. It shall be de-
signed so that gases generated anywhere in
the system can easily flow back to the build-
ing sewer stack.

2. Percolation Tests— a. Percolation tests
are required unless a waiver is granted by
the National Office. Waivers may be granted
on a statewide or local basis in cases where
an onsite evaluation of soils would be per-
formed by a qualified soil technician, soil
scientist, or engineer. Requests for waivers
must describe the qualifications of the per-
son evaluating the soils and discuss the cri-
teria to be used in designing the absorption
system.

b. In uniform soils one percolation test
shall be made within each area proposed for
an absorption system. If significant soil vari-
ations are encountered or expected, addi-
tional tests shall be made for each variation.

c. Percolation tests shall be conducted in
accordance with good practice. Guidance for
performing these tests is included in the
EPA design manual, ‘‘Onsite Wastewater
Treatment and Disposal Systems.’’

3. Subsurface Absorption System— a. Where
percolation rates, soil characteristics and
site conditions are acceptable, an absorption
system may be installed in an area which is
well drained, has an acceptable slope, and is
acceptable for excavation.

b. Soils with percolation rates less than 1
minute per inch may be used if the soil is re-
placed with a layer of loamy or fine sand at
least 2 feet thick. (Refer to the EPA Design
Manual, ‘‘Onsite Wastewater Treatment and
Disposal System’’.)

c. Soils with percolation rates greater than
60 minutes per inch are not acceptable for
subsurface wastewater disposal systems.

B. Community Wastewater Disposal Systems—
1. Definition. In this subpart, a community
wastewater disposal system is any waste-
water disposal system which serves more
than 1 dwelling unit.

2. Design. A community wastewater dis-
posal system shall be designed by a qualified,
professional engineer licensed in the state in
which the system will be located.

[52 FR 19284, May 22, 1987]

EXHIBIT C TO SUBPART C—CHECKLIST OF
VISUAL EXHIBITS AND DOCUMENTA-
TION FOR RRH, RCH, AND LH PRO-
POSALS

U.S. Department of Agriculture

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

This exhibit lists visual exhibits and docu-
mentation necessary for FmHA or its suc-
cessor agency under Public Law 103–354 to
properly evaluate proposed development. In-
termediate consultation by the applicant,
builder-developer and others hereafter re-
ferred to as the sponsor with the FmHA or
its successor agency under Public Law 103–
354 District or State Offices should be as fre-
quent as necessary to reduce chances of mis-
understandings and limit the amount of non-
productive time and expense for all parties
concerned.

I. Preapplication Submission Documents: The
sponsor will submit the following informa-
tion to the District Director to determine
feasibility of the project and general con-
formance with FmHA or its successor agency
under Public Law 103–354 policy:

A. Form 1940–20, ‘‘Request for Environmental
Information.’’ Portions of the form must be
completed when the submission contains
more than 4 dwelling units and the entire
form must be completed when the submis-
sion contains more than 25 dwelling units.
The form and guidance concerning assembly
of the information is available at any FmHA
or its successor agency under Public Law
103–354 office.

B. Location Map. A general site location
map of the area indicating the adjacent land
zoning and uses, the present and future ac-
cess roads to the site as well as the prox-
imity to shopping, schools, churches, and
major transportation facilities with note of
traffic volumes. If a satisfactory map of the
locality is not available, a clear and pref-
erably scaled rough sketch map that pro-
vides the required information will be suffi-
cient.

C. Property Survey Map. A current survey
map of the project site showing the bound-
aries as well as all existing known features
specifically including utilities, easements,
access roads, floodplains, drainageways, rock
outcroppings and wooded areas or specimen
trees. If a current survey does not exist, the
most accurate document which is available
will be submitted.

D. Soils Map and Report. A complete soils
map and report, including ‘‘site specific’’ in-
terpretations and recommendations, from
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the local or county representative of the
U.S. Department of Agriculture, Soil Con-
servation Service (SCS) Office will be in-
cluded with the location and feasibility sub-
mission. A determination of whether or not
any lands described in USDA Regulation
9500–3 are impacted by the proposed develop-
ment should also be included. The local SCS
office may provide recommendations for the
development of suitable drainage and land-
scaping plans later in the planning process.

E. Market survey. A market survey will be
submitted in accordance with the require-
ments of the respective loan program as indi-
cated in part 1944, subparts D and E of this
chapter.

F. Request for Exceptions. Any need for
State or National Office exception(s) should
be identified at this stage in the processing.
Appropriate exception(s) should be requested
and obtained before proceeding to the pre-
liminary submission.

G. Other. The applicant will need to submit
any additional information that may be
needed as indicated in subpart D or exhibit
A–7 of subpart E of part 1944 of this chapter.
This may include but is not limited to:

1. Schematic design drawings showing the
proposed plot plan, typical unit plans, and
elevations. If available, the proposed pre-
liminary drawings and specifications may be
submitted. This would be of assistance if it is
determined that the loan must receive Na-
tional Office authorization.

2. Type of construction.
3. The total number of living units and the

number of each type of living unit proposed.
4. Type of utilities such as water, sewer,

gas, and electricity and whether each is pub-
lic, community, or individually owned.

II. Application Submission Documents: After
it is determined by FmHA or its successor
agency under Public Law 103–354 that the
project is feasible and the location conforms
with the intent of the funding program, the
sponsor will submit the following informa-
tion to the District Director in addition to
those materials submitted previously.

A. Property Survey. A survey (where 1 inch
represents no more than 100 feet) of the prop-
erty lot showing the exact boundaries and
corners of the property accompanied by a
written description of said boundaries. Also,
locations of predominant features such as
utilities, easements, access points,
floodplains, drainageways, rock outcroppings
and wooded areas or specimen trees affecting
the proposed development must be included.
This document shall bear the seal of a pro-
fessional licensed to provide surveying serv-
ices in the State in which the project will be
located. This survey could be a part of item
D below.

B. Topographic Map. An accurate topo-
graphic map showing existing and proposed
contours with a scale compatible with the
size of the project. The site shall be shown at

a reasonable scale with 5-foot contour inter-
vals. Where the site is unusually level or
steep, the contour intervals may be varied
accordingly.

C. Preliminary Site Plan. A line drawing, to
scale, showing proposed street locations with
profiles and widths, lot layouts, major
drainageways, and other development
planned. Preliminary sections and details
shall be provided for the street construction,
curbs and gutters, drainageways, and other
physical improvements.

D. Preliminary Dwelling Drawings and Speci-
fications. Drawings of the dwelling units, pre-
liminary floor plans and specifications, ele-
vations and sample site plans showing the
placement of the individual buildings should
be submitted.

E. Statement of Planning and Zoning Compli-
ance. Local, county and State approvals as
applicable. If change of zoning or variance is
required, the status of the variance or
change of zoning shall be documented.

F. Technical Service Contracts. Executed
contracts for the professional services of an
architect, engineer, land surveyor, landscape
architect, site planner and/or soil engineer
will be submitted as appropriate for the
planning of the proposed development.

G. Utility Approvals. Statements of ap-
proval and feasibility for utility systems as
follows:

1. Verification of adequate capacity and
approval to tie-in with local existing water,
wastewater disposal, electric, telephone, and
other utility systems, as appropriate.

2. Tentative approval of local or State
health authority for individual water and/or
wastewater disposal systems when it is clear
that central systems are unfeasible at this
time. Use § 1924.108(a)(5) of this subpart when
preparing information required.

H. Facility Acceptance. Evidence that the
appropriate public body is willing to accept
and maintain streets, common areas, light-
ing, fire hydrants, sidewalks, drainageways,
and utilities, as appropriate, when dedicated
to said body.

I. Preliminary Specifications. Outline speci-
fications describing all the proposed mate-
rials to be used and how they are to be ap-
plied. These are only the materials used in
the land development and construction of
the streets, drainage, and utility work.

J. Incremental Slopes Plan. If areas of com-
mon slope are not identified elsewhere in
adequate detail, this information should be
provided in a separate plan.

K. Preliminary Grading Plan. This plan will
indicate degree of work required to provide
positive drainage of all building sites and
control measures to be taken to eliminate
soil erosion. Dwelling locations may be
shown if they can be predetermined.

L. Other. The applicant will need to submit
any additional information that may be
needed as indicated in the respective loan
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program regulations as indicated in part
1944, subparts D and E and part 1822, subpart
F of this chapter (FmHA or its successor
agency under Public Law 103–354 Instruction
444.7). This may include but not be limited
to:

1. A detailed trade-item cost breakdown of
the project for such items as land and right-
of-way, building construction, equipment,
utility connections, architectural/engineer-
ing and legal fees, and both on- and off-site
improvements. The cost breakdown also
should show separately the items not in-
cluded in the loan, such as furnishings and
equipment. This trade-item cost breakdown
should be updated just prior to loan ap-
proval.

2. Information on the method of construc-
tion, on the proposed contractor if a con-
struction contract is to be negotiated and on
the architectural, engineering, and legal
services to be provided.

3. For all projects containing over four
units the applicant will submit an Affirma-
tive Fair Housing Marketing Plan for ap-
proval by FmHA or its successor agency
under Public Law 103–354 in accordance with
§ 1901.203 of subpart E to part 1901 of this
chapter. The Affirmative Fair Housing Mar-
keting Plan must be prepared in a complete,
meaningful, responsive and detailed manner.

4. A description and justification of any re-
lated facilities (including but not limited to
workshops, community buildings, recreation
center, central cooking and dining facilities,
or other similar facilities to meet essential
needs) to be financed wholly or in part with
loan funds.

III. Technical Documents Necessary for the
Obligation of Funds. All decisions regarding
the conceptual design of the proposed project
should be made prior to this submission.
This effort is mainly to demonstrate that
those agreed upon concepts have been trans-
formed into construction documents and the
necessary approvals have been granted. All
items requiring revision or more detailed in-
formation as determined by the review of the
preliminary submission will be resolved be-
fore the sponsor prepares the final submis-
sion. All documents shall be executed in a
professional manner and shall carry the ap-
propriate designation attesting to the profes-
sional qualifications of the architect, engi-
neer, land surveyor or site planner. All docu-
ments will be accurately drawn at an appro-
priate scale.

[52 FR 19284, May 22, 1987, as amended at 56
FR 2202, Jan. 22, 1991]

Subparts D–E [Reserved]

Subpart F—Complaints and Com-
pensation for Construction
Defects

SOURCE: 56 FR 40241, Aug. 14, 1991, unless
otherwise noted.

§ 1924.251 Purpose.

This subpart contains policies and
procedures for receiving and resolving
complaints concerning the construc-
tion of dwellings and construction, in-
stallation and set-up of manufactured
homes (herein called ‘‘units’’), financed
by the Farmers Home Administration
(FmHA)or its successor agency under
Public Law 103–354, and for compen-
sating borrowers for structural defects
under section 509(c) of the Housing Act
of 1949, as amended. Provisions of this
subpart do not apply to dwellings fi-
nanced with guaranteed section 502
loans.

§ 1924.252 Policy.

FmHA or its successor agency under
Public Law 103–354 is responsible for re-
ceiving and resolving all complaints
concerning the construction of dwell-
ings and the construction, installation
and set-up of units financed by FmHA
or its successor agency under Public
Law 103–354. FmHA or its successor
agency under Public Law 103–354 must
determine whether defects are struc-
tural or non-structural. If the defect is
structural and is covered by the build-
er’s/dealer-contractor’s (the ‘‘con-
tractor’’) warranty, the contractor is
expected to correct the defect. If the
contractor cannot or will not correct
the defect, the costs of correcting the
defect may be paid by the Government,
or the borrower may be compensated
for correcting the defect, under the
provisions of this subpart. If the defect
is non-structural but is covered under
the provisions of the contractor’s war-
ranty or independent home warranty,
the contractor is still expected to cor-
rect the defect. FmHA or its successor
agency under Public Law 103–354 will
assist the borrower in obtaining assist-
ance through the independent home
warranty company’s and/or manufac-
turer’s complaint resolution process.
However, if the contractor cannot or
will not correct a non-structural defect
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covered under the provisions of the
contractor’s warranty, the Government
will not pay the costs for correcting
the defect, nor will the borrower be
compensated for doing so.

§ 1924.253 Definitions.
As used in this subpart, the following

definitions apply:
(a) Newly constructed dwelling. One

which:
(1) Is financed with a section 502 in-

sured loan;
(2) Was constructed substantially or

wholly under the contract method, or
under a conditional commitment, or,
as to only work performed by a con-
tractor or covered by a manufacturer’s
warranty, under the mutual self-help
program;

(3) Was not more than one year old
and not previously occupied as a resi-
dence at the time financial assistance
was granted unless FmHA or its suc-
cessor agency under Public Law 103–354
has extended the conditional commit-
ment issued on a newly constructed
dwelling in accordance with subpart A
of part 1944 of this chapter; and

(4) Had the required construction in-
spections performed by FmHA or its
successor agency under Public Law 103–
354, the Department of Housing and
Urban Development (HUD), or the Vet-
erans Administration (VA).

(b) Newly constructed manufactured
home (unit). One which:

(1) Is financed with a section 502 in-
sured loan;

(2) Was not more than one year old
and not previously occupied as a resi-
dence at the time financial assistance
was granted; and

(3) Is built to the Federal Manufac-
tured Home Construction and Safety
Standards (FMHCSS) and is certified
by an affixed label as shown in exhibit
F of subpart A of part 1944 of this chap-
ter.

(c) Non-structural defect. A construc-
tion defect which does not affect the
overall useful life, habitability, or
structural integrity of the dwelling or
unit. Some non-structural defects may
be covered under the contractor’s war-
ranty. Examples of non-structural de-
fects include, but are not limited to:

(1) Cracks attributed to normal cur-
ing or settlement.

(2) Cosmetic defects in cabinets,
woodwork, floorcovering, wallcovering,
ornamental trim, etc.

(3) Improper or incomplete seeding or
sodding of yard, or failure of trees,
shrubs, grass and other landscaping
items to thrive.

(4) Improper grading of yard, unless
the grade is causing damage which may
lead to a structural defect.

(d) Structural defect. A defect in the
dwelling or unit, installation or set-up
of a unit, or a related facility or a defi-
ciency in the site or site development
which directly and significantly re-
duces the useful life, habitability, or
integrity of the dwelling or unit. The
defect may be due to faulty material,
poor workmanship, or latent causes
that existed when the dwelling or unit
was constructed. The term includes,
but is not limited to:

(1) Structural failures which directly
and significantly affect the basic integ-
rity of the dwelling or unit such as in
the foundation, footings, basement
walls, slabs, floors, framing, walls, ceil-
ing, or roof.

(2) Major deficiencies in the utility
components of the dwelling or unit or
site such as faulty wiring, or failure of
sewage disposal or water supply sys-
tems located on the property securing
the loan caused by faulty materials or
improper installation.

(3) Serious defects in or improper in-
stallation of heating systems or cen-
tral air conditioning.

(4) Defects in or improper installa-
tion of safety and security devices,
such as windows, external doors, locks,
smoke detectors, railings, etc., as well
as failure to provide or properly install
devices to aid occupancy of dwellings
by handicapped individuals, where re-
quired.

(5) Defects in or improper installa-
tion of protective materials, such as in-
sulation, siding, roofing material, exte-
rior paint, etc.

§§ 1924.254–1924.257 [Reserved]

§ 1924.258 Notification of borrowers.

FmHA or its successor agency under
Public Law 103–354 will notify by letter
all borrowers who receive Section 502
RH financial assistance for a newly
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constructed dwelling or unit of the pro-
visions of this subpart. Subsequent
owners of eligible dwellings will also be
notified in accordance with this sec-
tion. Borrowers will be notified within
30 days after the loan is closed, or
within 30 days after final inspection,
whichever is later. This notification
will contain information concerning
time frames for filing claims under this
subpart. FmHA or its successor agency
under Public Law 103–354 will also no-
tify and advise borrowers of the con-
struction defects procedure at any time
construction defects are apparent with-
in the statutory time frame and favor-
able results cannot be obtained from
the contractor. This notification will
be documented in the borrower’s case
file.

§ 1924.259 Handling dwelling construc-
tion complaints.

This section describes the procedure
for handling construction defect com-
plaints.

(a) Each borrower who complains
about construction defects will be re-
quested to make a written complaint
using a format specified by FmHA or
its successor agency under Public Law
103–354 (available in any FmHA or its
successor agency under Public Law 103–
354 office). All known defects will be
listed. An oral complaint may be ac-
cepted if making a written complaint
will impose a hardship on the borrower.
If an oral complaint is made, FmHA or
its successor agency under Public Law
103–354 will notify the contractor on be-
half of the borrower.

(b) The borrower will be informed
that if, after 30 calendar days, the de-
fects have not been corrected or other
satisfactory arrangements made by the
contractor, the borrower should notify
FmHA or its successor agency under
Public Law 103–354 using a format spec-
ified by FmHA or its successor agency
under Public Law 103–354 (available in
any FmHA or its successor agency
under Public Law 103–354 office).

(c) FmHA or its successor agency
under Public Law 103–354 will advise
the contractor in writing of the bor-
rower’s complaint, the time and date of
planned inspection by FmHA or its suc-
cessor agency under Public Law 103–354
personnel, and request that the con-

tractor accompany the inspector and
borrower on a joint inspection of the
property in an attempt to resolve the
complaint.

(d) If, prior to the planned inspection,
the contractor informs FmHA or its
successor agency under Public Law 103–
354 that the alleged defect(s) has been
or will be corrected within 30 calendar
days, FmHA or its successor agency
under Public Law 103–354 will notify
the borrower.

(e) If the case is not resolved as out-
lined in paragraph (d) of this section,
FmHA or its successor agency under
Public Law 103–354 will:

(1) [Reserved]
(2) Notify the borrower, contractor

and manufacturer, if applicable, in
writing of FmHA or its successor agen-
cy under Public Law 103–354’s findings
and who has been determined respon-
sible for correcting the defect(s).

(i) If the defects are determined to be
covered under the contractor’s war-
ranty, FmHA or its successor agency
under Public Law 103–354 will advise
the contractor that the repairs must be
completed within 30 calendar days or
other time period agreed to by the bor-
rower, the contractor, and FmHA or its
successor agency under Public Law 103–
354.

(ii) FmHA or its successor agency
under Public Law 103–354 will further
advise the contractor and/or manufac-
turer that if the defect(s) are not cor-
rected, the Government will consider
compensating the borrower for the
costs of correcting the defect(s). In
such a case, the contractor and/or man-
ufacturer may be liable for costs paid
by the Government and may be subject
to suspension and/or debarment pursu-
ant to subpart M of part 1940 of this
chapter (available in any FmHA or its
successor agency under Public Law 103–
354 office). Even if the manufacturer is
determined to be solely responsible for
the defect, the contractor will still be
held liable for correction of the defect.

(3) Should a contractor refuse to cor-
rect a defect after being officially re-
quested in writing to do so, FmHA or
its successor agency under Public Law
103–354 will promptly institute formal
suspension and debarment proceedings
against the contractor (as a company
and as individual(s)) in accordance
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with subpart M of part 1940 of this
chapter (available in any FmHA or its
successor agency under Public Law 103–
354 office). The contractor’s failure to
reply to official correspondence or in-
ability to correct a defect constitutes
noncompliance.

(4) If the contractor is willing to cor-
rect legitimate defects but the bor-
rower refuses to permit this, FmHA or
its successor agency under Public Law
103–354 will document the facts in the
borrower’s case file. If the borrower
chooses to file a claim for compensa-
tion for these defects, the cir-
cumstances of the borrower’s refusal
will be reviewed and may be sufficient
grounds for disapproval of the claim.

(f)–(h) [Reserved]

§ 1924.260 Handling manufactured
housing (unit) construction com-
plaints.

When a borrower who has purchased
a manufactured home (or ‘‘unit’’) com-
plains about construction defects, the
borrower will be instructed to first
contact the dealer-contractor from
whom the unit was purchased. FmHA
or its successor agency under Public
Law 103–354 will assist the borrower in
obtaining assistance through the deal-
er-contractor’s and/or HUD’s complaint
resolution process. If the dealer-con-
tractor cannot resolve the complaint,
the borrower should contact the appro-
priate State Administrative Agency
(SAA) or HUD. If the complaint resolu-
tion process does not result in the cor-
rection of the defect, the borrower’s
complaint will be handled in accord-
ance with § 1924.259 of this subpart.

§ 1924.261 Handling complaints involv-
ing dwellings covered by an inde-
pendent or insured home warranty
plan.

Borrowers with complaints about
dwellings covered by an independent or
insured home warranty plan will be in-
structed to first contact the warranty
company and follow the complaint res-
olution process for that company, with
the assistance of FmHA or its suc-
cessor agency under Public Law 103–
354, if needed. If the complaint is not
resolved in this manner, it will be han-
dled under § 1924.259 of this subpart.

§ 1924.262 Handling complaints involv-
ing dwellings constructed by the
self-help method.

When a borrower whose dwelling was
constructed by the self-help method
complains about construction defects,
FmHA or its successor agency under
Public Law 103–354 will determine
whether the defect is the result of work
performed by a contractor or work per-
formed by the borrower under the guid-
ance of the self-help group. Defects
which are determined to be the respon-
sibility of a contractor will be handled
in accordance with § 1924.259 of this
subpart. Defects determined to be the
result of work performed by the bor-
rower are not eligible for compensation
under this subpart.

§§ 1924.263–1924.264 [Reserved]

§ 1924.265 Eligibility for compensation
for construction defects.

(a) To be eligible for assistance under
this subpart, the following criteria
must be met:

(1) The approval official, in consulta-
tion with the State Architect/Engineer
and/or Construction Inspector, must
determine that:

(i) The construction is defective in
workmanship, material or equipment,
or

(ii) The dwelling or unit has not been
built in substantial compliance with
the approved drawings and specifica-
tions, or

(iii) The dwelling or unit does not
comply with the FmHA or its successor
agency under Public Law 103–354 con-
struction standards in effect at the
time the loan was approved or the con-
ditional commitment was issued, or

(iv) The property does not meet code
requirements.

(2) The claim must be for one or more
of the following:

(i) To pay for repairs;
(ii) To compensate the owner for re-

pairs;
(iii) To pay emergency living or

other expenses resulting from the de-
fect; or

(iv) To acquire title to property.
(3) The dwelling or unit must be

newly constructed as defined in
§ 1924.253 of this subpart and financed
with an insured Section 502 RH loan.
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(4) The claim seeking compensation
from FmHA or its successor agency
under Public Law 103–354 must be filed
with FmHA or its successor agency
under Public Law 103–354 within 18
months after the date financial assist-
ance is granted. Defects for which
claims are filed beyond the 18-month
period must have been documented by
FmHA or its successor agency under
Public Law 103–354 in the borrower’s
case file or on the form designated by
FmHA or its successor agency under
Public Law 103–354 (available in any
FmHA or its successor agency under
Public Law 103–354 office), prior to ex-
piration of the 18-month period. For
loans made to construct a new dwelling
or erect a new manufactured housing
unit, financial assistance is granted on
the date of final construction inspec-
tion and acceptance by the borrower
and FmHA or its successor agency
under Public Law 103–354. Claims must
be submitted by completing the des-
ignated form (available in any FmHA
or its successor agency under Public
Law 103–354 office).

(5) Any obligation of the contractor
to correct the defect(s) under a con-
tractor’s warranty must have expired,
or the contractor is responsible for
making corrections under the contrac-
tor’s warranty but is unable or unwill-
ing to do so.

(b) Subsequent owners of eligible
dwellings or units who are also Section
502 borrowers may be eligible to re-
ceive compensation for construction
defects. These owners will be notified
in accordance with § 1924.258 of this
subpart. However, the claim for com-
pensation must be filed in accordance
with paragraph (a)(4) of this section
within the 18-month period established
for the original rural housing (RH) bor-
rower.

§ 1924.266 Purposes for which claims
may be approved.

(a) Eligible purposes. A claim may be
approved to:

(1) Pay, or reimburse the borrower
for costs already paid, to repair major
structural defects which are completed
in accordance with plans and specifica-
tions approved by FmHA or its suc-
cessor agency under Public Law 103–
354. Repairs must be made by a rep-

utable licensed contractor and a war-
ranty covering the repairs will be
issued by the contractor when the re-
pairs are completed, as prescribed in
subpart A of this part. Payment will be
based on actual cost of the develop-
ment and the borrower must provide
evidence to reasonably establish the
development cost. Workmanship and
materials used in repairs must be con-
sistent with the level of quality speci-
fied in the original dwelling or unit
specifications and/or comparable to the
items being replaced. Payment may be
made:

(i) To cover damages which are a di-
rect result of the defect to permanent
enhancements made, such as land-
scaping, completion of unfinished liv-
ing spaces, etc., of the dwelling or unit,
installation or set-up of the unit, or re-
lated facilities, and

(ii) For costs approved by FmHA or
its successor agency under Public Law
103–354 for professional reports by engi-
neers, architects or others needed to
determine cause of or means to repair
the defect.

(2) Reimburse the borrower for funds
expended for emergency repairs. Emer-
gency repairs are those repairs nec-
essary to preserve the integrity of the
structure, to prevent damage or fur-
ther damage to personal property or
fixtures in the dwelling or unit and re-
lated facilities, or to prevent or elimi-
nate immediate health hazards. Re-
ceipts or other evidence of borrower’s
expenditures must be provided.

(3) Acquire title to the property by
the Government and, when appro-
priate, compensate the claimant for
any loss of borrower contribution at
the time the loan was closed. Convey-
ance of properties under this section
will be handled in accordance with sub-
part A of part 1955 of this chapter.

(i) Before FmHA or its successor
agency under Public Law 103–354 ac-
cepts a conveyance, the borrower must
attempt to sell the dwelling or unit in
accordance with subpart C of part 1965
of this chapter, if the dwelling or unit
is considered decent, safe and sanitary
as prescribed in subpart C of part 1955
of this chapter. If the property is sold,
FmHA or its successor agency under
Public Law 103–354 will:
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(A) Pay the borrower’s relocation ex-
penses, including temporary living ex-
penses as prescribed in paragraph (a)(4)
of this section, until another suitable
property can be located;

(B) Pay related sales expenses, as
prescribed in subpart C of part 1965 of
this chapter, if the property is sold for
less than the debt against it;

(C) Release the borrower from per-
sonal liability for the remaining FmHA
or its successor agency under Public
Law 103–354 debt; and

(D) Process an application for a new
RH loan if the borrower so desires and
is still eligible for FmHA or its suc-
cessor agency under Public Law 103–354
assistance.

(ii) If the dwelling or unit is not con-
sidered decent, safe and sanitary as
prescribed in subpart C of part 1955 of
this chapter, FmHA or its successor
agency under Public Law 103–354 should
accept a voluntary conveyance of the
property under the provisions of sub-
part A of part 1955 of this chapter.
Compensation for properties taken into
inventory under this paragraph may
not exceed the difference between the
present market value of the security as
established by the appraisal when the
loan was made and the amount of the
FmHA or its successor agency under
Public Law 103–354 loan and any prior
liens.

(iii) A borrower contribution which
may be compensated for under this
paragraph may be such things as:

(A) A borrower’s land or cash con-
tribution,

(B) Development work done by the
borrower under the self-help program
or borrower method of construction,
the cost of which was not included in
the loan funds,

(C) Attorney fees, abstract costs or
title insurance costs actually paid by
the claimant in connection with clos-
ing the loan.

(4) Pay or reimburse the borrower for
temporary living expenses, miscella-
neous expenses, storage of household
goods and moving expenses incurred as
a result of the defect.

(i) Payment under this paragraph
may be made under either of the fol-
lowing circumstances:

(A) The property is acquired by the
Government in accordance with sub-

part A of part 1955 of this chapter and
FmHA or its successor agency under
Public Law 103–354 determines that the
dwelling is not habitable and the sever-
ity of the defect(s) prevents the prop-
erty from being repaired and made
suitable as a permanent residence for
the borrower.

(B) The property is not acquired by
the Government but FmHA or its suc-
cessor agency under Public Law 103–354
determines that the dwelling is not
habitable or must be vacated in order
to repair the defects.

(ii) Claims for compensation under
paragraph (a)(4) of this section are lim-
ited as follows:

(A) Compensation may be granted for
temporary living expenses for not more
than 45 calendar days per claim unless
a longer period is authorized by FmHA
or its successor agency under Public
Law 103–354. Compensation will be paid
for actual cost to the claimant not to
exceed the Government per diem rate
for the area where the borrower’s
dwelling or unit is located. Reimburse-
ment may be claimed for expenses such
as food, lodging, laundering, etc.,
which would not have been incurred
had the claimant remained in the
house.

(B) Compensation may be granted for
actual miscellaneous expenses not to
exceed $500 to cover such items as util-
ity connect and disconnect fees.

(C) Compensation may be granted for
moving and storage expenses not to ex-
ceed $5,000 unless authorized by FmHA
or its successor agency under Public
Law 103–354 and not to exceed the ac-
tual cost of moving the claimant
household with personal belongings a
distance of not more than 50 miles
from the original residence. Compensa-
tion for storage expenses may not ex-
ceed that amount paid to store house-
hold furnishings for 45 days.

(D) A strict accounting of the use of
such funds must be maintained by the
borrower and will be verified by FmHA
or its successor agency under Public
Law 103–354.

(5) Compensate the claimant for rea-
sonable interest paid on loans obtained
for the sole purpose of correcting struc-
tural defects or other approved pur-
poses under this section.
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(b) Ineligible purposes. Compensation
will not be granted for:

(1) Completion of a dwelling or unit
or installation of materials/items re-
quired under the construction contract
and/or specifications.

(2) Defective items which were not
completed under the contract method
or under the conditional commitment
and supported by a builder’s warranty.
Work performed under the borrower
method or self-help program without a
warranty by a responsible party is not
eligible for compensation.

(3) Damage caused by defective de-
sign, workmanship, or material in
making enhancements to or remod-
eling the dwelling or unit or related fa-
cilities which were not financed or ap-
proved by FmHA or its successor agen-
cy under Public Law 103–354.

(4) The loss of past, present or future
wages or salary directly or indirectly
resulting from the defect.

(5) Treatment for physical or psycho-
logical damages including medical and
dental claims.

(6) Death benefits or funeral ex-
penses.

(7) Damages encountered as a result
of war, civil disorder, flood, tornado,
lightning, earthquake or acts of nature
which the structure was not designed
to withstand.

(8) Damages resulting from the home-
owner’s negligence or failure to prop-
erly maintain the property.

(9) Damage to personal property.

§§ 1924.267–1924.270 [Reserved]

§ 1924.271 Processing applications.
An application for compensation for

construction defects shall be submitted
by the claimant to FmHA or its suc-
cessor agency under Public Law 103–354
on the designated form (available in
any FmHA or its successor agency
under Public Law 103–354 office). The
application shall be completed in its
entirety. All structural defects and
claims for which compensation is
sought will be listed. Borrowers will be
told not to incur any expenses for re-
pairs or temporary living expenses, ex-
cept for emergency situations, until
funds have been allocated and the re-
quest has been approved under § 1924.273
of this subpart.

§ 1924.272 [Reserved]

§ 1924.273 Approval or disapproval.

(a) Claimants will be notified in writ-
ing of the decision on the claim within
60 days of the date the designated form
(available in any FmHA or its suc-
cessor agency under Public Law 103–354
office) is signed by the borrower. If the
claim or any part of the claim is denied
at any level, the claimant will be in-
formed in writing of the reason(s) for
the denial and advised of appeal rights
in accordance with subpart B of part
1900 of this chapter.

(b) [Reserved]

§ 1924.274 Final inspection.

Except for emergency repairs, all re-
pair work must be performed in accord-
ance with subpart A of this part. In all
cases, FmHA or its successor agency
under Public Law 103–354 will make a
final inspection of the repair work per-
formed before final payment is made
for the work.

§ 1924.275 [Reserved]

§ 1924.276 Action against contractor.

If FmHA or its successor agency
under Public Law 103–354 pays for cor-
rection of construction defects which
are the responsibility of the con-
tractor, debarment proceedings will be
initiated against the contractor in ac-
cordance with subpart M of part 1940 of
this chapter (available in any FmHA or
its successor agency under Public Law
103–354 office), even if the contractor
has gone out of business, declared
bankruptcy, cannot be located, etc.
The debarment will be pursued in both
the contractor’s company name and
the principal parties as individuals,
and any successor entities, if known. If
the manufacturer of the defective prod-
uct is determined to be solely respon-
sible, no action will be taken against
the contractor. In such a case, debar-
ment will be initiated against the man-
ufacturer. An assignment of the bor-
rower’s claim against the contractor or
other party will be obtained if it ap-
pears to the approval officials, with
any necessary advice from the Office of
the General Counsel, that recovery is
reasonably possible.
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§§ 1924.277–1924.299 [Reserved]

§ 1924.300 OMB control number.
The reporting and recordkeeping re-

quirements contained in this regula-
tion have been approved by the Office
of Management and Budget (OMB) and
have been assigned OMB control num-
ber 0575–0082. Public reporting burden
for this collection of information is es-
timated to vary from 15 minutes to 2
hours per response, with an average of
.28 hours per response including time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing this
burden, to Department of Agriculture,
Clearance Officer, OIRM, room 404–W,
Washington, DC 20250; and to the Office
of Management and Budget, Paperwork
Reduction Project (OMB #575–0082),
Washington, DC 20503.

PART 1925—TAXES

Subpart A—Real Estate Tax Servicing

Sec.
1925.1 General.
1925.2 Definition of tax.
1925.3 Servicing taxes.
1925.4 Servicing delinquent taxes.
1925.5–1925.50 [Reserved]

AUTHORITY: 7 U.S.C. 1989; 42 U.S.C. 1480; 5
U.S.C. 301; 7 CFR 2.23; 7 CFR 2.70.

SOURCE: 57 FR 36590, Aug. 14, 1992, unless
otherwise noted.

Subpart A—Real Estate Tax
Servicing

§ 1925.1 General.
This Instruction applies to borrowers

with a Farm Ownership (FO), Oper-
ating Loan (OL), Soil and Water (SW),
Recreation Loan (RL), Emergency
(EM), Economic Opportunity (EO),
Rural Rental Housing (RRH), Rural Co-
operative Housing (RCH), Labor Hous-
ing (LH), Softwood Timber (ST), and
Non-Program (NP) loans secured by
real estate. It also applies to section
502 and section 504 Rural Housing bor-
rowers (Single Family Housing (SFH))

who also have a Farmer Program loan.
It does not apply to borrowers who
have a SFH loan only; those will be
serviced under § 1965.105 of subpart C of
part 1965 of this chapter. Borrowers are
responsible for paying taxes on the real
estate security to the proper taxing au-
thorities before taxes become delin-
quent. This obligation is set forth in
the security instrument securing the
loan.

§ 1925.2 Definition of tax.

For the purpose of this instruction,
the word ‘‘tax’’ means all taxes, assess-
ments, levies, irrigation and water
charges or other similar obligations
which are or will, on nonpayment, be-
come a lien upon the real estate prior
to the mortgage securing the Farmers
Home Administration (FmHA) or its
successor agency under Public Law 103–
354 loan.

§ 1925.3 Servicing taxes.

(a) The County Supervisor will be re-
sponsible for ascertaining that all
mortgaged real estate is listed properly
for tax purposes.

(b) The County Supervisor will be re-
sponsible for taking all actions in con-
nection with taxes as may be necessary
to protect the Government’s security
interests. Any unusual situations that
may arise with respect to tax servicing
should be referred to the State Office
for consideration.

(c) The County Supervisor will en-
courage each borrower to pay taxes
promptly in order to avoid any pen-
alties. Normally, this can be accom-
plished through routine servicing of
loans by emphasizing the advantages of
setting aside sufficient income to meet
tax obligations when they become due.
Taxes will be adequately budgeted for
those borrowers with whom Form
FmHA or its successor agency under
Public Law 103–354 431–2, ‘‘Farm and
Home Plan,’’ is developed. Each bor-
rower will be encouraged to notify the
County Supervisor when he has paid
his taxes. After the delinquent date, it
will be necessary for the County Super-
visor to determine the borrowers whose
taxes are delinquent. Forms FmHA or
its successor agency under Public Law
103–354 1905–1, ‘‘Management System
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Card-Individual,’’ FmHA or its suc-
cessor agency under Public Law 103–354
1905–5, ‘‘Management System Card- In-
dividual (Rural Housing Only),’’ and
FmHA or its successor agency under
Public Law 103–354 1905–10, ‘‘Manage-
ment System Card-Association,’’ will
be used in posting servicing action on
delinquent taxes.

§ 1925.4 Servicing delinquent taxes.
(a) The County Supervisor will con-

tact each borrower with a delinquent
tax and make every practical effort to
have him pay the tax with his own
funds. He will use the Management
System Card for follow-up of delin-
quent taxes. If the delinquent tax is
not paid and the borrower comes to the
office with proceeds for application on
the FmHA or its successor agency
under Public Law 103–354 account se-
cured by the real estate, the County
Office personnel will endeavor to get
the borrower to use the proceeds to pay
the delinquent tax. If the amount of
the delinquent tax is less than the
amount of the proposed payment, the
difference will be applied on the FmHA
or its successor agency under Public
Law 103–354 account in accordance with
the policy outlined in FmHA or its suc-
cessor agency under Public Law 103–354
Instructions 1951–A and 1951–G.

(b) Prior (usually about 90 days) to
the time it is legally possible for ac-
tion to be taken that will cause the
borrower to lose title or right of pos-
sessions of the security property or the
use of essential water, the County Su-
pervisor will contact the borrower and
definitely determine if he will pay the
delinquent tax immediately. If the bor-
rower is unable or unwilling to pay the
delinquent tax with his own funds after
every appropriate effort has been made
to have him do so, the County Super-
visor will refer to FmHA or its suc-
cessor agency under Public Law 103–354
Instruction 2024–A and utilize the Type
60 Purchase Order System to pay the
amount of the delinquent taxes plus
the amount of any accrued penalty to
bring taxes current.

(1) In an exceptional case where rea-
sons for delinquent taxes have been re-
moved and planned income during the
next year covers payment of current
obligations plus delinquent taxes not

vouchered, only the delinquent taxes
will be paid that could cause the bor-
rower to lose title or right of posses-
sion of security property.

(2) If the Government is holding a
mortgage other than a first mortgage
on the property, do not initiate pay-
ment request until the County Super-
visor has determined that (i) the prior
lien holder will not pay the delinquent
tax, (ii) the Government’s security will
be jeopardized if the delinquent tax is
not paid, and (iii) the value of the secu-
rity is sufficient to justify the advance.

§§ 1925.5–1925.50 [Reserved]

PART 1927—TITLE CLEARANCE AND
LOAN CLOSING

Subpart A [Reserved]

Subpart B—Real Estate Title Clearance and
Loan Closing

Sec.
1927.51 General.
1927.52 Definitions.
1927.53 Costs of title clearance and closing

of transactions.
1927.54 Requirements for closing agents.
1927.55 Title clearance services.
1927.56 Scheduling loan closing.
1927.57 Preparation of closing documents.
1927.58 Closing the transaction.
1927.59 Subsequent loans and transfers with

assumptions.
1927.60–1927.99 [Reserved]
1927.100 OMB control number.

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

SOURCE: 61 FR 11711, Mar. 22, 1996, unless
otherwise noted.

Subpart A [Reserved]

Subpart B—Real Estate Title
Clearance and Loan Closing

1927.51 General.
(a) Types of loans covered by this sub-

part. This subpart sets forth the au-
thorities, policies, and procedures for
real estate title clearance and closing
of loans, assumptions, voluntary con-
veyances and credit sales in connection
with the following types of Rural Hous-
ing Service (RHS) and Farm Service
Agency (FSA) loans: Farm Ownership
(FO), Nonfarm Enterprise (FO–NFE),
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Emergency (EM), Operating (OL),
Rural Housing (RH), Farm Labor Hous-
ing (LH), Rural Rental Housing (RRH),
Rural Cooperative Housing (RCH), Soil
and Water (SW), Indian Land acquisi-
tion loans involving nontrust property,
and NonProgram (NP) loans. This sub-
part does not apply to guaranteed
loans.

(b) Programs not covered by this sub-
part. Title clearance and closing for all
other types of agency loans and as-
sumptions will be handled as provided
in the applicable program instructions
or as provided in special authorizations
from the National Office.

(c) [Reserved]
(d) Copies of all agency forms ref-

erenced in this regulation and the
agency’s internal administrative proce-
dures for title clearance and loan clos-
ing are available upon request from the
agency’s State Office. Forms and title
clearance and loan closing require-
ments which are specific for any indi-
vidual state must be obtained from the
agency State Office for that state.

1927.52 Definitions.
Agency. The Rural Housing Service

(RHS) and Farm Service Agency (FSA)
or their successor agencies.

Approval official. The agency em-
ployee who has been delegated the au-
thority to approve, close, and service
the particular kind of loan, will ap-
prove an attorney or title company as
closing agent for the loans. If a loan
must be approved at a higher level, the
initiating office may approve the clos-
ing agent.

Approved attorney. A duly licensed at-
torney, approved by the agency, who
provides title opinions directly to the
agency and the borrower or upon whose
certification of title an approved title
insurance company issues a policy of
title insurance. Approved attorneys
also close loans, assumptions, credit
sales, and voluntary conveyances and
disburse funds in connection with agen-
cy loans. Approved attorney is further
defined in § 1927.54(c).

Approved title insurance company. A
title insurance company, approved by
the agency, (including its local rep-
resentatives, employees, agents, and
attorneys) that issues a policy of title
insurance. Depending on the local prac-

tice, an approved title insurance com-
pany may also close loans, assump-
tions, credit sales, and voluntary con-
veyances and disburse funds in connec-
tion with agency loans. If the approved
title insurance company does not close
the loan itself, the loan closing func-
tions may be performed by approved
attorneys or closing agents authorized
by the approved title insurance com-
pany.

Borrower. The party indebted to the
agency after the loan, assumption, or
credit sale is closed.

Certificate of title. A certified state-
ment as to land ownership, based upon
examination of record title.

Closed loan. A loan is considered to be
closed when the mortgage is filed for
record and the appropriate lien has
been obtained.

Closing agent. The approved attorney
or title company selected by the appli-
cant and approved by the agency to
provide closing services for the pro-
posed loan. Unless a title insurance
company also provides loan closing
services, the term ‘‘title company’’
does not include ‘‘title insurance com-
pany.’’

Closing protection letter. An agreement
issued by an approved title insurance
company which is an American Land
Title Association (ALTA) form closing
protection letter or which is otherwise
acceptable to the agency and which
protects the agency against damage,
loss, fraud, theft, or injury as a result
of negligence by the issuing agent, ap-
proved attorney, or title company
when title clearance is done by means
of a policy of title insurance. Depend-
ing on the area, closing protection let-
ters may also be known as ‘‘Insured
Closing Letters,’’ ‘‘Indemnification
Agreements,’’ ‘‘Insured Closing Service
Agreements,’’ or ‘‘Statements of Set-
tlement Service Responsibilities.’’

Cosigner. A party who joins in the
execution of a promissory note or as-
sumption agreement to guarantee re-
payment of the debt.

Credit sale. A sale in which the agen-
cy provides credit to the purchasers of
agency inventory property. Title clear-
ance and closing of a credit sale are the
same as for an initial loan except the
property is conveyed by quitclaim
deed.
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Deed of trust. See trust deed.
Exceptions. Exceptions include, but

are not limited to, recorded covenants;
conditions; restrictions; reservations;
liens; encumbrances; easements; taxes
and assessments; rights-of-way; leases;
mineral, oil, gas, and geothermal
rights (with or without the right of
surface entry); timber and water
rights; judgments; pending court pro-
ceedings in Federal and State courts
(including bankruptcy); probate pro-
ceedings; and agreements which limit
or affect the title to the property.

Fee simple. An estate in land of which
the owner has unqualified ownership
and power of disposition.

FSA. The Farm Service Agency, an
agency of the United States Depart-
ment of Agriculture ( and any suc-
cessor agency). FSA is the successor
agency for farm program loans of the
former Farmers Home Administration.

General warranty deed. A deed con-
taining express covenants by the grant-
or or seller as to good title and right to
possession.

Indemnification agreement. An agree-
ment that protects the agency against
damage, loss, fraud, theft, or injury as
a result of useful conduct or negligence
on behalf of the issuing agent, ap-
proved attorney, or title company.
This agreement may also be entitled
closing protection letter, insured clos-
ing letter, insured closing service
agreement, statement of settlement
service responsibilities, or letters
which provide similar protection.

Issuing agent. An individual or entity
who is authorized to issue title insur-
ance for an approved title insurance
company.

Land purchase contract (contract for
deed). An agreement between the buyer
and seller of land in which the buyer
has the right to possession and use of
the land over a period of time (usually
in excess of 1 year) and makes periodic
payments of a portion of the purchase
price to the seller. The seller retains
legal title to the property until the
final payment is made, at which time
the buyer will receive a deed to the
land vesting fee title in the buyer.

Mortgage. Real estate security instru-
ment which pledges land as security for
the performance of an obligation such
as repayment of a loan. For the pur-

pose of this regulation the term ‘‘mort-
gage’’ includes deed of trust and deed
to secure debt. A real estate mortgage
or deed of trust form for the state in
which the land to be taken as security
is available in any agency office, and
will be used to secure a mortgage to
the agency.

National Office. The National Head-
quarters Office of FSA or RHS depend-
ing on the loan program involved.

OGC. The Office of the General Coun-
sel, United States Department of Agri-
culture.

Program regulations. The agency regu-
lations for the particular loan program
involved (e.g., subpart A of part 1944 of
this chapter for single family housing
(SFH) loans).

Quitclaim deed. A transfer of the sell-
er’s interest in the title, without war-
ranties or covenants. This type of deed
is used by the agency to convey title to
purchasers of inventory property.

RHS. The Rural Housing Service, an
agency of the United States Depart-
ment of Agriculture, or its successor
agency. RHS is the successor agency to
the Rural Housing and Community De-
velopment Service (RHCDS) which was,
in turn, the successor agency to the
Farmers Home Administration.

Seller. Individual or other entity
which convey ownership in real prop-
erty to an applicant for an agency loan
or to the agency itself.

Special warranty deed. A deed con-
taining a covenant whereby the grant-
or agrees to protect the grantee
against any claims arising during the
grantor’s period of ownership.

State Office. For FSA this term refers
to the FSA State Office. For RHS this
term refers to the Rural Economic and
Community Development State Direc-
tor.

Title clearance. Examination of a title
and its exceptions to assure the agency
that the loan is legally secured and has
the required priority.

Title company. A company that may
abstract title, act as an issuing agent
of title insurance for a title insurance
company, act as a loan closing agent,
and perform other duties associated
with real estate title clearance and
loan closing.

Title defects. Any exception or legal
claim of ownership (through deed, lien,
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judgment, or other recorded docu-
ment), on behalf of a third party, which
would prevent the seller from con-
veying a marketable title to the entire
property.

Trust deed. A three party security in-
strument conveying title to land as se-
curity for the performance of an obli-
gation, such as the repayment of a
loan. For the purpose of this regulation
a trust deed is covered by the term
‘‘mortgage.’’ A trust deed is the same
as a deed of trust.

Voluntary conveyance. A method of
liquidation by which title to agency se-
curity is transferred by a borrower to
the agency by deed in lieu of fore-
closure.

Warranty deed. A deed in which the
grantor warrants that he or she has the
right to convey the property, the title
is free from encumbrances, and the
grantor shall take further action nec-
essary to perfect or defend the title.

§ 1927.53 Costs of title clearance and
closing of transactions.

The borrower or the seller, or both,
in compliance with the terms of the
sales contract or option will be respon-
sible for payment of all costs of title
clearance and closing of the trans-
action and will arrange for payment
before the transaction is closed. These
costs will include any costs of ab-
stracts of title, land surveys, attor-
ney’s fees, owner’s and lender’s policies
of title insurance, obtaining curative
material, notary fees, documentary
stamps, recording costs, tax moni-
toring service, and other expenses nec-
essary to complete the transaction.

§ 1927.54 Requirements for closing
agents.

(a) Form of title certification. State Of-
fices are directed to require title insur-
ance for all loan closings unless the
agency determines that the use of title
insurance is not available or is eco-
nomically not feasible for the type of
loan involved or the area of the state
where the loan will be closed. If title
insurance is used, State Offices are au-
thorized to require a closing protection
letter issued by an approved title in-
surance company to cover the closing
agent, if available. A closing protec-
tion letter need not be furnished when

the closing is conducted by the title in-
surance company.

(b) Approval of closing agent. An attor-
ney or title company may act as a clos-
ing agent and close agency real estate
loans, provide necessary title clear-
ance, and perform such other duties as
required in this subpart. A closing
agent will be responsible for closing
agency loans and disbursing both agen-
cy loan funds and funds provided by the
borrower in connection with the agen-
cy loan so as to obtain title and secu-
rity position as required by the agency.
The closing agent must be covered by a
fidelity bond which will protect the
agency unless a closing protection let-
ter is provided to the agency. The bor-
rower will select the approved closing
agent. If title clearance is by an attor-
ney’s opinion, the agency will approve
the attorney who will perform the clos-
ing in accordance with paragraph (c) of
this section. The attorney will be ap-
proved after submitting a certification
acceptable to the agency. If title cer-
tification is by means of a policy of
title insurance, the title company
which will issue the policy must have
been approved in accordance with para-
graph (d) of this section. A closing
agent’s delay in providing services
without justification in connection
with agency loans may be a basis for
not approving the closing agent in fu-
ture cases.

(c) Approval of attorneys. Any attor-
ney selected by an applicant, who will
be providing title clearance where the
certificate of title will be an attorney’s
opinion, must submit an agency form
certifying to professional liability in-
surance coverage. If the attorney is
also the closing agent, fidelity cov-
erage for the attorney and any em-
ployee having access to the funds must
be provided. The agency will determine
the appropriate level of such insurance.
Required insurance will, as a min-
imum, cover the amount of the loan to
be closed. The agency will approve the
form stipulating the bond coverage.
The agency will approve any attorney
who is duly licensed to practice law in
the state where the real estate security
is located and who complies with the
bonding and insurance requirements in
this section. If the certification of title
will be by means of title insurance, any
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attorney or closing agent designated as
an approved attorney or closing agent
by the approved title insurance com-
pany which will issue the policy of title
insurance will be acceptable, and when
covered by a closing protection letter,
will not be required to obtain profes-
sional liability insurance or a fidelity
bond. Each approved title insurance
company may provide a master list of
their approved attorneys that are cov-
ered by its closing protection letters to
the State Office and, in such cases the
attorneys are approved for closings for
that title insurance company. Delay in
providing closing services without jus-
tification may be a basis for not ap-
proving the attorney in future cases.

(d) Approval of title companies. A title
company acting as a closing agent, or
as an issuing agent for a title insur-
ance company, must be covered by a
title insurance company closing pro-
tection letter or submit an agency
form certifying to fidelity coverage to
cover all employees having access to
the loan funds. The agency will deter-
mine the appropriate level of such cov-
erage and will approve the form stipu-
lating the bond coverage. Delay in pro-
viding closing services without jus-
tification may be a basis for not ap-
proving the company in future cases.
Each approved title insurance company
may provide a master list of their ap-
proved title companies that are cov-
ered by its closing protection letter to
the State Office and, in such cases the
title companies on the list are ap-
proved for closings for that title insur-
ance company.

(e) Approval of title insurance compa-
nies. The agency will approve any title
insurance company which issues poli-
cies of title insurance in the State
where the security property is located
if:

(1) The form of the owner’s and lend-
er’s policies of title insurance (includ-
ing required endorsements) to be used
in closing agency loans are acceptable
to the agency, and will contain only
standard types of exceptions and exclu-
sions approved in advance by the agen-
cy;

(2) The title insurance company is li-
censed to do business in the state (if a
license is required); and

(3) The title insurance company is
regulated by a State Insurance Com-
mission, or similar regulator, or if not,
the title insurance company submits
copies of audited financial statements,
or other approved financial statements
satisfactory to the agency, which show
that the company has the financial
ability to cover losses arising out of its
activities as a title insurance company
and under any closing protection let-
ters issued by the title insurance com-
pany.

(4) Delay in providing services with-
out justification may be a basis for not
approving the company.

(f) [Reserved]
(g) Conflict of interest. A closing agent

who has, or whose spouse, children, or
business associates have, a financial in-
terest in the real estate which will se-
cure the agency debt shall not be in-
volved in the title clearance or loan
closing process. Financial interest in-
cludes having either an equity, cred-
itor, or debtor interest in any corpora-
tion, trust, or partnership with a finan-
cial interest in the real estate which
will secure the agency debt.

(h) Debarment or suspension. No attor-
ney, title company, title insurance
company, or closing agent, currently
debarred or suspended from partici-
pating in Federal programs, may par-
ticipate in any aspect of the agency
loan closing and title clearance proc-
ess.

(i) Special provisions. Closing agents
are responsible for having current
knowledge of the requirements of State
law in connection with loan closing
and title clearance and should advise
the agency of any changes in State law
which necessitate changes in the agen-
cy’s State mortgage forms and State
Supplements.

(j) [Reserved]

§ 1927.55 Title clearance services.
(a) Responsibilities of closing agents.

Services to be provided to the agency
and the borrower by a closing agent in
connection with the transaction vary
depending on whether a title insurance
policy or title opinion is being fur-
nished. The closing agent is expected
to perform these services without un-
necessary delay.

(b) [Reserved]
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(c) Ordering title services. Application
for title examination or insurance will
be made by the borrower to a title
company or attorney. The lender’s pol-
icy will be for at least the amount of
the loan. The United States of America
will be named as the insured lender.

(d) Use of title opinion. If a title opin-
ion will be issued, a title examination
will include searches of all relevant
land title and other records, so as to
express an opinion as to the title of the
property and the steps necessary to ob-
tain the appropriate title and security
position to issue a title opinion as re-
quired by this subpart. The closing
agent or approved attorney will deter-
mine:

(1) The legal description and all own-
ers of the real property;

(2) Whether there are any exceptions
affecting the property and advise the
approval official and borrower of the
nature and effect of outstanding inter-
ests or exceptions, prior sales of part of
the property, judgments, or interests
to assist in determining which excep-
tions must be corrected in order for the
borrowers to obtain good and market-
able title of record in accordance with
prevailing title examination standards,
and for the agency to obtain a valid
lien of the required priority;

(3) Whether there are outstanding
Federal, State, or local tax claims (in-
cluding taxes which under State law
may become a lien superior to a pre-
viously attaching mortgage lien) or
homeowner’s association assessment
liens;

(4) Whether outstanding judgments of
record, bankruptcy, insolvency, di-
vorce, or probate proceedings involving
any part of the property, whether al-
ready owned by the borrower, or to be
acquired by assumption or with loan
funds, or involving the borrower or the
seller exist;

(5) If a water right is to be included
in the security for the loan, and if so,
the full legal description of the water
right;

(6) In addition to paragraph(d)(2) of
this section, if wetlands easements or
other conservation easements have
been placed on the property;

(7) What measures are required for
preparing, obtaining, or approving cu-

rative material, conveyances, and secu-
rity instruments, and

(8) That sufficient copies of these in-
terests and exceptions are provided as
requested by the approval official.

(e) Use of title insurance. When title
insurance is to be obtained, the ap-
proval official will be furnished with a
title insurance binder disclosing any
defects in, exceptions to, and encum-
brances against, the title, the condi-
tions to be met to make the title insur-
able and in the condition required by
the agency, and the curative or other
actions to be taken before closing of
the transaction. The binder must in-
clude a commitment to issue a lender
policy in an amount at least equal the
amount of the loan, except in instances
where there may be an outstanding
owner’s policy in favor of the borrower.
Not withstanding the provisions of this
section, the instance of an assumption
without a subsequent loan, the existing
policy may be continued if the cov-
erage meets or exceeds the assumption
balance and the title company agrees
in writing to extend coverage in full
force and effect.

(f) [Reserved]

§ 1927.56 Scheduling loan closing.
The agency, in coordination with the

closing agent, will arrange a loan clos-
ing and send loan closing instructions,
on an agency form to the closing agent
when the agency determines that the
exceptions shown on the preliminary
title opinion or title insurance binder
will not adversely affect the suit-
ability, security value, or successful
operation of the property and all other
agency conditions to closing have been
satisfied.

§ 1927.57 Preparation of closing docu-
ments.

(a) Preparation of deeds. The closing
agent, unless prohibited by law, will
prepare, complete, or approve docu-
ments, including deeds, necessary for
title clearance and closing of the trans-
action and provide the agency with the
policy of title insurance or title opin-
ion providing the lien priority required
by the agency and subject only to ex-
ceptions approved by the agency. Agen-
cy forms will be used when required by
this part.
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(1)–(2) [Reserved]
(b) Preparation of mortgages. The clos-

ing agent will insure that all mort-
gages are properly prepared, com-
pleted, executed, and filed for record.
Where applicable, the mortgages
should recite that it is a purchase
money mortgage. The following re-
quirements will be observed in pre-
paring agency morgages:

(1)–(8) [Reserved]
(9) Alteration of mortgage form. An

agency mortgage form may be altered
pursuant to a State Supplement having
prior approval of the National Office,
or in a special case, to comply with the
terms of loan approval prescribed in
accordance with program instructions.
No other alterations in the printed
mortgage forms will be made without
prior approval of the National Office.
Any changes made by deletion, substi-
tution, or addition (excluding filling in
blanks) will be initialed in the margin
by all persons signing the mortgage.

(10) [Reserved]
(11) Mortgages on leasehold estates.

When the agency security interest is a
leasehold estate, unless State law or
State Supplement otherwise provides,
the real estate mortgage or deed of
trust form, available in any agency of-
fice, will be modified as follows:

(i) In the space provided on the mort-
gage for the description of the real
property security, the leasehold estate
and the land covered by the lease must
be described. The following language
must be used unless modified by a
State Supplement:

All of borrower’s right, title, and interest
in and to a leasehold estate for an original
term of ll years, commencing on lll, 19
ll, created and established by and between
lll as lessor and owner and ll as lessee,
including any extensions and renewals there-
of, a copy of which lease was recorded or
filed in book ll, page ll, as instrument
number ll, in the Office of the (e.g., Coun-
ty Clerk), for the aforesaid county and State
and covering the following real property:
lll.

(ii) Immediately preceding the cov-
enant starting with the words ‘‘should
default,’’ the following covenant will
be added:

( ) Borrower covenants and agrees to pay
when due all rents and any and all other
charges required by said lease, to comply

with all other requirements of said lease, and
not to surrender or relinquish, without the
Government’s prior written consent, any of
borrower’s right, title, or interest in or to
said leasehold estate or under said lease
while this mortgage remains of record.

(12) Mortgages on land purchase con-
tract. When the agency security inter-
est is on a borrower’s interest in a land
purchase contract, OGC will provide
language used to modify agency forms.

(13) [Reserved]
(c) [Reserved]
(d) Preparation of protective instru-

ments. The closing agent will properly
prepare, complete, and approve re-
leases and curative documents nec-
essary for title clearance and closing,
in recordable form and record them if
required.

(1) Prior lienholder’s agreement. If any
liens (other than agency liens or tax
liens to local governmental authori-
ties) or security agreements (hereafter
called ‘‘liens’’), with priority over the
agency mortgage will remain against
the real property securing the loan, the
lienholders must execute, in recordable
form, agreements containing all of the
following provisions unless prior ap-
proval for different provisions has been
obtained from the National Office:

(i) The prior lienholder shall agree
not to declare the lien in default or ac-
celerate the indebtedness secured by
the prior lien for a specific period of
time after notice to the agency. The
agreement must:

(A) Provide that the specified period
of time will not commence until the
lienholder gives written notice of the
borrower’s default and the prior
lienholder’s intention to accelerate the
indebtedness to the agency office serv-
icing the loan,

(B) Include the address of the agency
servicing office,

(C) Give the agency the option to
cure any monetary default by paying
the amount of the borrower’s delin-
quent payments to the prior lienholder,
or pay the obligation in full and have
the lien assigned to the agency, and

(D) Provide that the prior lienholder
will not declare the lien in default for
any nonmonetary reason if the agency
commences liquidation proceedings
against the property and thereafter ac-
quires the property.
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(ii) When the prior lien secures future
advances, including the lienholder’s
costs for borrower liquidation or bank-
ruptcy, which under State law have
priority over the mortgage being taken
(or an agency mortgage already held),
the prior lienholder shall agree not to
make advances for purposes other than
taxes, insurance or payments on other
prior liens without written consent of
the agency.

(iii) The prior lienholder shall con-
sent to the agency making (or transfer-
ring) the loan and taking (or retaining)
the related mortgage if the prior lien
instrument prohibits a loan or mort-
gage (or transfer) without the prior
lienholder’s consent.

(iv) The prior lienholder shall con-
sent to the agency transferring the
property subject to the prior lien after
the agency has obtained title to the
property either by foreclosure or vol-
untary conveyance if the prior lien in-
strument prohibits such transfer with-
out the prior lienholder’s consent.

(2)–(3) [Reserved]
(4) Agreement by holder of seller’s inter-

est under land purchase contract. If the
buyer’s interest in the security prop-
erty is that of a buyer under a land
purchase contract, it will be necessary
for the seller to execute, in recordable
form, an agreement containing all of
the following provisions:

(i) The seller shall agree not to sell
or voluntarily transfer the seller’s in-
terest under the land purchase con-
tract without the prior written consent
of the State Office.

(ii) The seller shall agree not to en-
cumber or cause any liens to be levied
against the property.

(iii) The seller shall agree not to
commence or take any action to accel-
erate, forfeit, or foreclose the buyer’s
interest in the security property until
a specified period of time after noti-
fying the State Office of intent to do
so. This period of time will be 90 days
unless a State Supplement provides
otherwise. The agreement shall give
the agency the option to cure any mon-
etary default by paying the amount of
the buyer’s delinquent payments to the
seller, or paying the seller in full and
having the contract assigned to the
agency.

(iv) The seller shall consent to the
agency making the loan and taking a
security interest in the borrower’s in-
terest under the land purchase con-
tract as security for the agency loan.

(v) The seller shall agree not to take
any actions to foreclose or forfeit the
interest of the buyer under the land
purchase contract because the agency
has acquired the buyer’s interest under
the land purchase contract by fore-
closure or voluntary conveyance, or be-
cause the agency has subsequently sold
or assigned the buyer’s interest to a
third party who will assume the buy-
er’s obligations under the land pur-
chase contract.

(vi) When the agency acquires a buy-
er’s interest under a land purchase con-
tract by foreclosure or deed in lieu of
foreclosure, the agency will not be
deemed to have assumed any of the
buyer’s obligations under the contract,
provided that the failure of the agency
to perform any such obligations while
it holds the buyer’s interest is a ground
to commence an action to terminate
the land purchase contract.

(5)–(6) [Reserved]
(e) [Reserved]

1927.58 Closing the transaction.

The closing agent will cooperate with
the approval official, borrower, seller,
and other necessary parties to arrange
the time and place of closing. The
transaction may be closed when the
agency determines that the agency re-
quirements for the loan have been sat-
isfied and the closing agent or ap-
proved attorney can issue or cause to
be issued a policy of title insurance or
final title opinion as of the date of
closing showing title vested as required
by the agency, the lien of the agency’s
mortgage in the priority required by
the agency, and title to the mortgaged
property subject only to those excep-
tions approved in writing by the agen-
cy. The loan will be considered closed
when the mortgage is filed for record
and the required lien is obtained.

(a) Disbursement of loan funds. When
the closing agent indicates that the
conditions necessary to close the loan
have been met, loan funds will be for-
warded to the closing agent. Loan
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funds will not be disbursed prior to fil-
ing of the mortgage for record; how-
ever, when necessary, loan funds may
be placed in escrow before the mort-
gage is filed for record and disbursed
after it is filed. No development funds
will be kept in escrow by the closing
agent after loan closing, unless ap-
proved by the agency. Loan funds for
the payment of a lien may be disbursed
only upon the recording of a discharge,
satisfaction, or release of prior lien in-
terests (or assignment where necessary
to protect the interests of the agency).

(b) Title examination and liens or
claims against borrowers. If there are ex-
ceptions or recorded items which have
arisen since the preliminary title opin-
ion, the transaction will not be closed
until these entries have been cleared of
record or approved by the agency. The
closing agent will advise the approval
official of the nature of such inter-
vening instruments and the effect they
may have on obtaining a valid mort-
gage of the priority required or the
title insurance policy to be issued.

(c) Taxes and assessments. The closing
agent will determine if all taxes and
assessments against the property
which are due and payable are paid at
or before the time of loan closing. If
the seller and the borrower have agreed
to prorate any taxes or assessments
which are not yet due and payable for
the year in which the closing of the
transaction takes place, the seller’s
proportionate share of the taxes and
assessments will be deducted from the
proceeds to be paid to seller at closing
and will be added to the amount re-
quired to be paid by borrower at clos-
ing. Appropriate prorations as agreed
upon between the borrower and seller
may also be made for taxes paid by the
seller which are applicable to a period
after the closing date, and for common
area maintenance fees, prepaid rentals,
insurance (unless the borrower is to ob-
tain a new policy of insurance), and
growing crops.

(d) Affidavit regarding work of im-
provement.—(1) Execution by borrower.
If required by State Supplement, the
closing agent will require that an affi-
davit regarding work of improvement,
provided by the agency, be completed
and executed when a loan is being
made to a borrower who already owns

the real estate to be mortgaged. This
affidavit will be executed by the bor-
rower at closing.

(2) Execution by seller. If required by
State Supplement, the closing agent
will require that an affidavit regarding
work of improvement, provided by the
agency, be completed and executed (in-
cluding acknowledgment) by the seller
when the agency is making a loan to a
borrower to enable the borrower to ac-
quire the property (including trans-
fers). This affidavit will be executed by
the seller at closing.

(3) Legal insufficiency of affidavit form.
If the agency affidavit regarding work
of improvement is not legally suffi-
cient in a particular State, a State
form approved by OGC will be used. A
similar form that may be required by a
title insurance company may be sub-
stituted for the agency form.

(4) Recording. The affidavit will not
be recorded unless the closing agent
deems it necessary and State law per-
mits.

(5) Delay in closing. The loan will not
be closed if, at the loan closing, the
seller (in a sale transaction) or the bor-
rower (in a nonpurchase money loan
situation) indicates that construction,
repair, or remodeling has been com-
menced or completed on the property,
or related materials or services have
been delivered to or performed on the
property within the time limit speci-
fied in the affidavit, unless a State
Supplement provides otherwise. The
closing agent will notify the approval
official, who will determine if the work
of improvement could result in a lien
prior to the agency lien. The State Of-
fice will, with the advice and concur-
rence of OGC, provide in a State Sup-
plement the period of time to be used
in completing the affidavit.

(e)–(f) [Reserved]
(g) Return of loan documents to ap-

proval official after loan closing. Within 1
day after loan closing, the closing
agent will return completed and exe-
cuted copies of the loan closing in-
structions, the executed original prom-
issory note, and all other documents
required for loan closing (except the
mortgage), to the approval official. If
the recorded mortgage is customarily
returned to the borrower or closing
agent after recording, then it must be
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forwarded to the approval official im-
mediately.

(h) Final title opinion or title insurance
policy. As soon as possible after the
transaction has been closed.

(1) Final title opinion. The attorney
will issue a final title opinion to the
agency and the borrower on a form pro-
vided by the agency. Issuance of the
final title opinion should not be held
up pending the return of recorded in-
struments. If it is not possible for the
final title opinion to show the book
and page of recording of the agency se-
curity instrument, the words ‘‘and is
recorded’’ in the final title opinion
form provided by the agency office,
may be deleted and the blank space
completed to show the filing office and
the filing instrument number, if avail-
able. Attached to the final title opinion
will be required documents then avail-
able, including any which the approval
official has furnished to the attorney
which were not previously returned.
The attorney will ensure that all re-
corded instruments are forwarded or
delivered to the proper parties after re-
cording. The certification of title will
be forwarded for a voluntary convey-
ance.

(2) Title insurance policy. The closing
agent will send or deliver the title in-
surance policy, with the United States
listed as mortgage holder, to the ap-
proval official. The policy will be sub-
ject only to standard exceptions and
those outstanding encumbrances, and
exceptions, approved by the approval
official. If an owner’s policy of title in-
surance is requested, the closing agent
will send or deliver it to the borrower.
The closing agent will ensure that all
recorded instruments are delivered or
sent to the proper parties after record-
ing.

(3) [Reserved]
(i) Other services of the closing agent.

(1) The closing agent will assist the ap-
proval official in preparing, com-
pleting, obtaining execution and ac-
knowledgment, and recording the re-
quired documents when necessary. The
closing agent will keep the approval of-
ficial advised as to the progress of title
clearance and preparation of material
for closing the transaction.

(2) The closing agent will provide
services for deeds in lieu of foreclosure
as set forth in § 1927.62 of this subpart,
and § 1955.10 of subpart A of part 1955 of
this chapter.

§ 1927.59 Subsequent loans and trans-
fers with assumptions.

Title services and closing for subse-
quent loans to an existing borrower
will be done in accordance with pre-
vious instructions in this subpart, ex-
cept that:

(a) Loans closed using title insurance or
title opinions. (1) Title insurance or title
opinions will be obtained unless:

(i) The cost of title services is exces-
sive in relationship to the size of the
loan,

(ii) The agency currently has a first
mortgage security interest,

(iii) The applicant has sufficient in-
come to service the additional loan,

(iv) The borrower is current on the
existing agency loan, and

(v) The best mortgage obtainable
adequately protects the agency secu-
rity interests.

(2) Title insurance or a final title
opinion will not be obtained for a sub-
sequent Section 504 loan where the pre-
vious Section 504 loan was unsecured or
secured for less than $7,500 and the out-
standing debt amount plus the new
loan is less than $7,500.

(3) Loans closed using a new lender
title insurance policy:

(i) Will cover the entire real property
which is to secure the loan, including
the real property already owned and
any additional real property being ac-
quired by the borrower with the loan
proceeds.

(ii) Will cover the entire amount of
any subsequent loan plus the amount
of any existing loan being refinanced
(if the existing loan is not being refi-
nanced, the new lender policy will in-
sure only the amount of the subsequent
loan).

(b) Title services required in connection
with assumptions. These regulations are
contained in part 1965, subparts A, B,
and C, of this chapter as appropriate
for the loan type.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00194 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



195

RHS, RBS, RUS, FSA, USDA Pt. 1930

§§ 1927.60–1927.99 [Reserved]

§ 1927.100 OMB control number.
The reporting requirements con-

tained in this regulation have been ap-
proved by the Office of Management
and Budget and have been assigned
OMB control number 0575–0147. Public
reporting burden for this collection of
information is estimated to vary from
5 minutes to 1.5 hours per response,
with an average of .38 hours per re-
sponse, including time for reviewing
instructions, searching existing data
sources, gathering and maintaining the
data needed, and completing and re-
viewing the collection of information.
Send comments regarding this burden
estimate or any other aspect of this
collection of information, including
suggestions for reducing this burden,
to Department of Agriculture, Clear-
ance Officer, OIRM, Ag Box 7630, Wash-
ington, DC 20250; and to the Office of
Management and Budget, Paperwork
Reduction Project (OMB #0575–0147),
Washington, DC 20503. You are not re-
quired to respond to the collection of
information unless it displays a cur-
rently valid OMB control number.

PART 1930—GENERAL

Subparts A–B [Reserved]

Subpart C—Management and Supervision
of Multiple Family Housing Borrowers
and Grant Recipients

Sec.
1930.101 General.
1930.102 Definitions.
1930.103 Nondiscrimination assurance.
1930.104 Reasonable accommodations.
1930.105 Objective of management and su-

pervision.
1930.106 Project operations.
1930.107 [Reserved]
1930.108 Extent of borrower management.
1930.109 Extent of FmHA or its successor

agency under Public Law 103–354 super-
vision.

1930.110 Methods of supervision.
1930.111–1930.112 [Reserved]
1930.113 Borrower responsibilities.
1930.114–1930.116 [Reserved]
1930.117 Agency responsibilities
1930.118 [Reserved]
1930.119 Supervisory visits, compliance re-

view, and inspections.
1930.120–1930.121 [Reserved]

1930.122 Borrower accounting methods,
management reporting and audits.

1930.123 Annual review.
1930.124 [Reserved]
1930.125 Changing project designation.
1930.126–1930.127 [Reserved]
1930.128 LH grants.
1930.129 RHS loans.
1930.130–1930.133 [Reserved]
1930.134 FmHA or its successor agency

under Public Law 103–354 office records.
1930.135–1930.136 [Reserved]
1930.137 State Supplements, guides, forms

and other issuances.
1930.138 Supervisory actions for distressed

projects.
1930.139–1930.140 [Reserved]
1930.141 Materials to be provided borrower/

applicant.
1930.142 Complaints regarding discrimina-

tion in use and occupancy of MFH.
1930.143 Delegation of responsibility and au-

thority.
1930.144 Exception authority.
1930.145 Appeals.
1930.146–1930.149 [Reserved]
1930.150 OMB control number.
EXHIBIT A TO SUBPART C—STEPS FOR FARM-

ERS HOME ADMINISTRATION (FMHA) OR ITS
SUCCESSOR AGENCY UNDER PUBLIC LAW
103–354 PERSONNEL IN CONDUCTING AN-
NUAL REVIEW OF MULTIPLE HOUSING OP-
ERATIONS

EXHIBIT A–1 TO SUBPART C—AUDIT REPORT
REVIEW GUIDE

EXHIBIT B TO SUBPART C—MULTIPLE HOUSING
MANAGEMENT HANDBOOK

EXHIBIT B–1 TO SUBPART C—MANAGEMENT
PLAN REQUIREMENTS FOR FARMERS HOME
ADMINISTRATION OR ITS SUCCESSOR AGEN-
CY UNDER PUBLIC LAW 103–354 FINANCED
MULTIPLE FAMILY HOUSING (MFH)
PROJECTS

EXHIBIT B–2 TO SUBPART C—REQUIREMENTS
FOR MANAGEMENT AGREEMENTS

EXHIBIT B–3 TO SUBPART C—SAMPLE MANAGE-
MENT AGREEMENT FOR FARMERS HOME AD-
MINISTRATION OR ITS SUCCESSOR AGENCY
UNDER PUBLIC LAW 103–354 FINANCED
MULTIPLE FAMILY HOUSING (MFH)
PROJECTS

EXHIBIT B–4 TO SUBPART C—OUTLINE FOR
PROSPECTIVE MANAGEMENT AGENT OF A
MULTIPLE FAMILY RENTAL OR LABOR
HOUSING PROJECT

EXHIBIT B–5 TO SUBPART C—OUTLINE FOR
OWNER WHO PROPOSES OWNER-MANAGE-
MENT OF A MULTIPLE FAMILY RENTAL OR
LABOR HOUSING PROJECT

EXHIBIT B–6 TO SUBPART C—MONTHLY AND
QUARTERLY PROJECT MANAGEMENT
REPORTS

EXHIBIT B–7 TO SUBPART C—ANNUAL PROJECT
MANAGEMENT REPORTS

EXHIBIT B–8 TO SUBPART C—MISCELLANEOUS
PROJECT MANAGEMENT REPORTS OR SUB-
MITTALS
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EXHIBIT B–9 TO SUBPART C—NOTICE OF AU-
THORIZATION TO WITHDRAW AND USE RE-
SERVE FUNDS

EXHIBIT B–10 TO SUBPART C—RESERVE AC-
COUNT TALLY

EXHIBIT B–11 TO SUBPART C—EQUAL HOUSING
OPPORTUNITY LOGOTYPE (REQUIRED FOR
PROJECT SIGN)

EXHIBIT B–12 TO SUBPART C—FARMERS HOME
ADMINISTRATION OR ITS SUCCESSOR AGEN-
CY UNDER PUBLIC LAW 103–354 LOGOTYPE
(OPTIONAL FOR PROJECT SIGN)

EXHIBIT B–13 TO SUBPART C—INTERNATIONAL
SYMBOL OF ACCESSIBILITY (REQUIRED FOR
HANDICAP PARKING SPACE AND ALONG
HANDICAP ACCESSIBILITY ROUTE)

EXHIBIT B–14 TO SUBPART C—SAMPLE WAIT-
ING LIST

EXHIBIT C TO SUBPART C—RENTAL AND OCCU-
PANCY CHARGE AND/OR UTILITY ALLOW-
ANCE CHANGES

EXHIBIT C–1 TO SUBPART C—NOTICE TO TEN-
ANTS (MEMBERS) OF PROPOSED RENT (OC-
CUPANCY CHARGE) AND UTILITY ALLOW-
ANCE CHANGE

EXHIBIT C–2 TO SUBPART C—NOTICE OF AP-
PROVED RENT (OCCUPANCY CHARGE) AND
UTILITY ALLOWANCE CHANGE

EXHIBIT D TO SUBPART C—ENERGY AUDIT

EXHIBIT D–1 TO SUBPART C—CALCULATION OF
FINANCIAL IMPACT (ENERGY AUDIT)

EXHIBIT E TO SUBPART C—RENTAL ASSIST-
ANCE PROGRAM

EXHIBIT F TO SUBPART C—FARMERS HOME AD-
MINISTRATION OR ITS SUCCESSOR AGENCY
UNDER PUBLIC LAW 103–354 MULTIPLE
FAMILY HOUSING SUPERVISORY VISIT—
PRE-VISIT WORKSHEET

EXHIBIT F–1 TO SUBPART C—SUGGESTED RAN-
DOM SAMPLING TECHNIQUE FOR TENANT
REVIEWS

EXHIBIT F–2 TO SUBPART C—SUGGESTED FOR-
MAT FOR A PRE-VISIT TENANT CONTACT
LETTER

EXHIBIT G TO SUBPART C—FARMERS HOME
ADMINISTRATION OR ITS SUCCESSOR AGEN-
CY UNDER PUBLIC LAW 103–354 MULTIPLE
FAMILY HOUSING SUPERVISORY VISIT—
SUMMARY OF FINDINGS

EXHIBIT G–1 TO SUBPART C—FARMERS HOME
ADMINISTRATION OR ITS SUCCESSOR AGEN-
CY UNDER PUBLIC LAW 103–354 MULTIPLE
FAMILY HOUSING SUPERVISORY VISIT—
TENANT FILE REVIEW

EXHIBIT G–2 TO SUBPART C—FARMERS HOME
ADMINISTRATION OR ITS SUCCESSOR AGEN-
CY UNDER PUBLIC LAW 103–354 MULTIPLE
FAMILY HOUSING SUPERVISORY VISIT—
TENANT INTERVIEW AND UNIT REVIEW

EXHIBIT H TO SUBPART C—INTEREST CREDITS
ON INSURED RURAL RENTAL HOUSING AND
RURAL COOPERATIVE HOUSING LOANS

EXHIBIT H TO SUBPART C–1—EXAMPLE OF IN-
TEREST CREDIT DETERMINATION FOR
RURAL RENTAL HOUSING OR RURAL COOP-
ERATIVE HOUSING PROJECTS (PLAN II)

EXHIBIT I TO SUBPART C—RURAL RENTAL

HOUSING LOANS AND THE HOUSING AND

URBAN DEVELOPMENT SECTION 8 RENTAL

CERTIFICATE AND RENTAL VOUCHER PRO-
GRAMS (EXISTING UNITS)

EXHIBIT J TO SUBPART C—MANAGEMENT OF

CONGREGATE HOUSING AND GROUP HOMES

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 16
U.S.C. 1005.

Subparts A–B [Reserved]

Subpart C—Management and Su-
pervision of Multiple Family
Housing Borrowers and Grant
Recipients

SOURCE: 58 FR 40868, July 30, 1993, unless
otherwise noted.

§1930.101 General.

This subpart prescribes the policies,
authorizations, and procedures for
management and supervision of all of
the following Farmers Home Adminis-
tration (FmHA) or its successor agency
under Public Law 103–354 Multiple
Family Housing (MFH) loan and grant
recipients:

(a) Farm Labor Housing (LH).
(b) Rural Rental Housing (RRH) in-

cluding congregate housing.
(c) Rural Cooperative Housing (RCH).
(d) Rural Housing Site Loans (RHS).
(e) Special provisions and exceptions.
(1) Unless otherwise specified in this

subpart and except for exhibit C of this
subpart, individual type RRH bor-
rowers who were not required by pro-
gram regulation to execute a loan
agreement are exempted from the re-
quirements of this subpart as long as
the borrower is not in default of any
program requirement, security instru-
ment, payment, or any other agree-
ment with FmHA or its successor agen-
cy under Public Law 103–354. However,
these borrowers must provide evidence
of tenant income eligibility by prop-
erly completing Form FmHA or its
successor agency under Public Law 103–
354 1944–8, ‘‘Tenant Certification,’’ for
each tenant as required by the Forms
Manual Insert (FMI), except in LH sit-
uations where the tenant is not paying
rent.
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(2) The State Director may require
any borrower determined to be in de-
fault of any program requirement, se-
curity instrument, payment, or other
agreement with FmHA or its successor
agency under Public Law 103–354, or
when otherwise failing to meet the pro-
gram objectives, to comply with any
appropriate section of this subpart to
assure that the loan objectives are
met.

(3) For RHS borrowers, the following
sections of this subpart do not apply:
§§1930.108, 1930.122, and 1930.141.

§1930.102 Definitions.
Acceptable tolerance. For the purpose

of this subpart, acceptable tolerance
means actual financial activity as ex-
pressed in numeric terms that is oper-
ating within plus or minus 5 percent of
projected or forecasted estimates.

Adviser to the board. An individual or
organization who will work with and
provide guidance to a cooperative
board of directors.

Borrowers. Borrowers means owners
who may be individuals, partnerships,
cooperatives, trusts, public agencies,
private or public corporations, and
other organizations who have received
a loan or grant from FmHA or its suc-
cessor agency under Public Law 103–354
for LH, RRH, RCH, or RHS purposes.

Consumer cooperative. A corporation
which is organized under the coopera-
tive laws of a State or Federally recog-
nized Indian tribe; will own and oper-
ate the housing on a cooperative basis
solely for the benefit of the members;
will operate at cost and, for this pur-
pose, any patronage refunds accruing
to members in accordance with subpart
E of part 1944 of this chapter will not
be considered gains or profits; and will
restrict membership in the housing to
eligible persons and, to any extent the
cooperative and FmHA or its successor
agency under Public Law 103–354 per-
mit, to others in special circumstances.

FmHA or its successor agency under
Public Law 103–354. FmHA or its successor
agency under Public Law 103–354 means
the United States of America acting
through the Farmers Home Adminis-
tration or its successor agency under
Public Law 103–354 or FmHA or its suc-
cessor agency under Public Law 103–
354’s predecessor agencies.

Governing body. Governing body means
those elected or appointed officials of
an organization or public agency type
borrower responsible for the operations
of the project.

Management. Management is the over-
all direction given by the borrower or
the borrower’s agent to meet the needs
of the tenants or members, maintain
the project, and provide sound and eco-
nomical project operation.

Member. A person who has executed
documents pertaining to a cooperative
housing type of living arrangement and
has made a commitment to upholding
the cooperative concept.

Occupancy agreement. A contract set-
ting forth the rights and obligations of
the cooperative member and the coop-
erative, including the amount of the
monthly occupancy charge and the
other terms under which the member
will occupy the housing.

Office of the General Counsel (OGC).
OGC means the Regional Attorney, As-
sociate Regional Attorney, or Assist-
ant Regional Attorney in the field of-
fice of the Office of the General Coun-
sel of the United States Department of
Agriculture (USDA).

Office of Inspector General (OIG). OIG
means the Office of Inspector General
of the USDA.

Patronage capital refund. Amounts re-
ceived by the cooperative in excess of
operating costs and expenses which
have been assigned to members’ pa-
tronage capital accounts each year of
membership in the cooperative.

Project. A project is the total number
of rental housing units that are oper-
ated under one management plan with
one loan agreement/resolution. (The
rental units may have been developed
originally with separate initial loans
and separate loan agreements/resolu-
tions, now consolidated into one oper-
ational project under §1965.68 of sub-
part B of part 1965 of this chapter.)

Servicing Office. The FmHA or its suc-
cessor agency under Public Law 103–354
office designated by the State Director
to service MFH accounts.

Servicing Official. The individual who
by job description or other qualifica-
tion is designated by the State Direc-
tor with delegated responsibility to
service MFH accounts.
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State Director. For the purpose of this
subpart, State Director also includes
the Rural Housing Chief, Multiple
Family Housing Coordinator, Rural
Housing Specialist, and other qualified
State staff when delegated responsibil-
ities under this subpart according to
§1930.143 and the provisions of FmHA or
its successor agency under Public Law
103–354 Instruction 2006–F, (available in
any FmHA or its successor agency
under Public Law 103–354 office).

Supervision. Supervision includes the
broad scope of FmHA or its successor
agency under Public Law 103–354 guid-
ance available to assist borrowers to
carry out the objectives of the loan and
comply with FmHA or its successor
agency under Public Law 103–354 regu-
lations.

§ 1930.103 Nondiscrimination assur-
ance.

All management and supervision ac-
tions described in this subpart will be
conducted without regard to race,
color, religion, sex, familial status, na-
tional origin, age, or handicap. Bor-
rowers, tenants and cooperative mem-
bers must possess the legal capacity to
enter into a legal contract. The provi-
sions of subpart E of part 1901 of this
chapter enforcing title VI of the Civil
Rights Act of 1964, as amended, along
with other similarly worded statutes
will be complied with.

§ 1930.104 Reasonable accommoda-
tions.

(a) It shall be unlawful for any person
to refuse to make reasonable accom-
modations in rules, policies, practices,
or services when such accommodations
would afford an individual with a hand-
icap equal opportunity to use or con-
tinue to use and enjoy a dwelling unit,
including public and common use
areas.

(b) It shall be unlawful for any person
to refuse to permit, at the expense of
an individual with a handicap, reason-
able modifications of an existing unit,
occupied or to be occupied by an indi-
vidual with a handicap, if the proposed
modifications may be necessary to af-
ford the individual with a handicap full
enjoyment of the dwelling unit.

§ 1930.105 Objective of management
and supervision.

(a) The primary objective of manage-
ment and supervision is to provide ef-
fective supervision to each borrower to
accomplish the objectives of the loan
or grant.

(b) To provide effective supervision,
FmHA or its successor agency under
Public Law 103–354 will assure that the
borrower’s management plan accom-
plishes the following:

(1) Provide proper and efficient man-
agement policies as prescribed in ex-
hibit B of this subpart.

(2) Comply with loan and grant
agreements.

(3) Repay loans on schedule.
(4) Maintain security property.
(5) Protect the interests of FmHA or

its successor agency under Public Law
103–354.

(6) Operate facilities according to
State and local laws and regulations.

(7) Maintain accounts and records.
(8) Submit reports and audits.
(9) Process rent and occupancy

charge changes according to exhibit C
of this subpart.

(10) Operate the facilities according
to applicable Civil Rights laws, Title
VI of the Civil Rights Act of 1964, Title
VIII of the Civil Rights Act of 1968,
Section 504 of the Rehabilitation Act of
1973, Executive Order 11246, the Ameri-
cans with Disabilities Act of 1990, and
the Age Discrimination Act of 1975.

(11) Maintain facilities and premises
that are free of illegal controlled sub-
stances.

(12) Collect and remit any occupancy
surcharges as applicable.

[58 FR 40868, July 30, 1993, as amended at 62
FR 25065, May 7, 1997]

§ 1930.106 Project operations.
Project operations shall be conducted

to meet the actual needs and necessary
expenses of the property or for any
other purpose authorized under Agency
regulations. Whoever willfully uses, or
authorizes the use, of any part of the
rents, assets, proceeds, income, or
other funds derived from such property
for unauthorized purposes is subject to
penalty. This includes an owner, agent,
or manager, or person who is otherwise
in custody, control, or possession of
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property that is security for a multi-
family housing loan. Those violating
these provisions are subject to pen-
alties set out under Agency regulations
and the law. Under law (42 U.S.C. 1484
and 1485) federal penalties consisting of
fines of not more than $250,000 or im-
prisonment of not more than five
years, or both, may be imposed for op-
erating a project in a manner incon-
sistent with the provisions of this sec-
tion.

[62 FR 25065, May 7, 1997]

§ 1930.107 [Reserved]

§ 1930.108 Extent of borrower manage-
ment.

According to exhibit B of this sub-
part, the borrower and/or the bor-
rower’s agent will develop a manage-
ment plan for each project that de-
scribes the scope of property manage-
ment needed to maintain program ob-
jectives. When the management is from
other than the borrower, a manage-
ment agreement will be used to define
the responsibilities of the management
agent. Initial, modified and/or replace-
ment management agreements will be
approved by authorized FmHA or its
successor agency under Public Law 103–
354 officials. A sample management
agreement is provided in exhibit B–3 of
this subpart.

§ 1930.109 Extent of FmHA or its suc-
cessor agency under Public Law
103–354 supervision.

The objective of FmHA or its suc-
cessor agency under Public Law 103–354
supervision is to guide and advise bor-
rowers and their designated representa-
tives in their quest to meet MFH pro-
gram objectives, goals, and obligations,
not to direct the borrower’s activity.
Supervision does not relieve borrowers
of their own responsibilities and obli-
gations. Supervision starts with the
first contact by the applicant and con-
tinues as long as any loan balance re-
mains outstanding. In the case of a
grant, supervision continues until the
requirements of the grant agreement
have been fulfilled. Supervision of bor-
rowers is a primary responsibility of
the Servicing Official; however, addi-
tional supervision and guidance will be
given by the State Director and/or

other appropriate members of the
State Office staff. Security servicing
actions will be handled according to
subpart B of part 1965 of this chapter.

§ 1930.110 Methods of supervision.

Supervisory methods used by FmHA
or its successor agency under Public
Law 103–354 employees include organi-
zational and development planning;
property management planning; af-
firmative marketing; construction con-
ferences; long-term, annual, and other
periodic planning and evaluation; ac-
counts, budgets, and records inspec-
tions and guidance; project inspections;
attendance at membership and gov-
erning body meetings; periodic group
meetings with borrowers; analysis of
accounting, budgets, and audit reports;
guidance by memorandums; and simi-
lar activities. Supervision of coopera-
tive borrowers will include coordina-
tion with the adviser to the board. Su-
pervision of grant-only recipients will
consist of at least the reviews and in-
spections outlined in § 1930.119 of this
subpart.

(a) Applicants. Prior to loan or grant
closing, supervision will largely be con-
ducted during conferences and meet-
ings with prospective borrowers and
their various representatives such as
applicant’s attorney, architect, prop-
erty manager, etc. Examples of super-
vision include:

(1) Organizational meetings to dis-
cuss needs, services available, owner
obligations, and to establish organiza-
tional committees.

(2) Preapplication and application
conferences.

(3) Preconstruction conferences to
reach an understanding regarding re-
sponsibilities and the manner in which
development will be performed. The ap-
plicant at this point should be made
fully aware of the responsibilities de-
tailed in § 1930.103 of this subpart.

(4) Preloan and/or grant closing con-
ferences to review requirements of the
loan resolution or agreement, closing
requirements, and management plan
and to establish responsibilities for the
operation of the project. The applicant
at this point should be made fully
aware of the responsibilities entailed
in § 1930.103 of this subpart.
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(5) Preoccupancy conferences to re-
view the management plan, marketing
plan, and the general readiness of
project facilities, recordkeeping sys-
tems, renting or occupancy procedures,
and personnel assignments to begin
project operation. This conference will
be conducted according to § 1944.235(h)
of subpart E of part 1944 of this chap-
ter.

(b) Borrowers who have yet to dem-
onstrate their ability and borrowers with
problems. When the borrower is estab-
lishing its operations, or when bor-
rowers are delinquent, or have other
difficulties, supervisory guidance will
include:

(1) Implementation and/or review for
compliance with the management plan.

(2) Establishment and maintenance
of a financial recordkeeping and re-
porting system.

(3) Compliance with the requirements
of the loan agreement or loan resolu-
tion.

(4) Review of annual audit and budget
requirements.

(5) Any other supervision that may
be necessary to assure effective and
successful operation of the project.

(6) A requirement that the borrower
contract with a management firm with
proven background and/or experience
in property management. In the case of
cooperative housing, this stipulation
will apply only when it has been deter-
mined that the cooperative is unable to
manage itself.

(c) Borrowers who have demonstrated
ability. Supervision will consist of at
least an annual review of budgets and
other management reports according
to § 1930.122, and a triennial supervisory
visit according to § 1930.119 of this sub-
part when the borrower is:

(1) Successful in completing a first
full fiscal year of operation.

(2) Current with loan payments.
(3) In compliance with other loan or

grant requirements.
(4) Maintaining the security in a sat-

isfactory manner.
(5) Otherwise progressing satisfac-

torily.

§§ 1930.111–1930.112 [Reserved]

§ 1930.113 Borrower responsibilities.
Borrower responsibilities are de-

scribed in paragraph III of exhibit B of
this subpart.

§§ 1930.114–1930.116 [Reserved]

§ 1930.117 Agency responsibilities.
Effective supervision requires FmHA

or its successor agency under Public
Law 103–354 employees to be familiar
with the various types of borrowers
and their management plan; to commu-
nicate effectively with borrowers and
their management agent, when appli-
cable; and to provide guidance in the
operation and management of MFH
projects.

(a) Servicing Official. Servicing Offi-
cials are responsible for effective bor-
rower supervision. Servicing Officials
will:

(1) Organize their work and the work
of their staffs in order that time is
used effectively in providing borrower
supervision and place emphasis on su-
pervisory visits and review of borrower
management reports.

(2) Emphasize to the borrower and/or
the borrower’s management agent that
they, not FmHA or its successor agen-
cy under Public Law 103–354, are re-
sponsible for managing the project,
planning and following budgets within
acceptable tolerance, collecting rents
or occupancy charges, repaying the
loan on schedule, budgeting for ade-
quate project operations and mainte-
nance; and for compliance with any
loan or grant agreement or resolution,
State laws, and other FmHA or its suc-
cessor agency under Public Law 103–354
requirements.

(3) Monitor all provisions or condi-
tions of the FmHA or its successor
agency under Public Law 103–354 ap-
proval documents to ensure that they
are fully complied with throughout the
life of the project.

(4) Monitor the borrowers’ compli-
ance with FmHA or its successor agen-
cy under Public Law 103–354 regula-
tions concerning real property tax, in-
surance, bonding, security, budgeting,
and reporting requirements.
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(5) Systematically monitor response
to OIG report findings at specific inter-
vals and/or during routine supervisory
visits, compliance reviews, and phys-
ical inspections.

(6) Assure that borrower financing
statements are continued and not al-
lowed to lapse.

(7) Have each borrower designate a
representative to serve as its contact
source for Agency communication on
project related matters.

(8) Become familiar with the bor-
rower’s bylaws or other rules and regu-
lations when necessary to assure com-
pliance with FmHA or its successor
agency under Public Law 103–354 pro-
gram civil rights and Fair Housing Act
requirements.

(9) Provide borrower governing bodies
with suggestions for information dis-
tribution that may be helpful in keep-
ing the membership in touch with ac-
tivities to increase and maintain mem-
bership interest.

(10) Provide informed advice and
guidance to borrowers as needed.

(11) Identify problem borrower ac-
counts and initiate servicing plans in-
cluding workout agreements with the
borrower according to exhibit F of sub-
part B of part 1965 of this chapter.

(12) Gather, maintain, analyze, and
distribute a database of actual MFH
operation and maintenance expense for
determination of expense reasonable-
ness that reflects variables of project
operation and characteristics.

(13) Avoid doing any of the following:
(i) Try to run the borrower’s busi-

ness.
(ii) Take charge of the borrower’s

meetings.
(iii) Attempt to supervise the bor-

rower only through its attorney, archi-
tect, or management agent.

(iv) Presume that projects without
adverse complaints do not require mon-
itoring and/or supervision by FmHA or
its successor agency under Public Law
103–354.

(b) State Director. State Directors
will:

(1) Coordinate and direct supervisory
activities related to borrowers and per-
form other functions as prescribed by
this subpart.

(2) Provide guidance and leadership
to assure that the State staff and Serv-

icing staff thoroughly understand and
carry out their responsibilities.

(3) Develop and conduct training pro-
grams necessary to assure that FmHA
or its successor agency under Public
Law 103–354 personnel are kept up-to-
date regarding the most effective su-
pervisory methods, that the proper
time is allotted to supervision, and
that borrowers receive adequate super-
vision and financial counseling.

(4) Establish and maintain a system
to monitor followup to findings in OIG
reports, supervisory visits, compliance
reviews, physical inspections, or other
factual sources.

(5) Maintain necessary liaison with
the OGC.

(6) Maintain necessary liaison with
State and local authorities, agencies,
and other organizations. For example,
in the case of projects benefiting the
elderly, it is essential that liaison be
maintained with the aging network
such as State and Area Agencies on
Aging to assure that available support
services are offered to or accessible by
the tenants.

(7) Maintain and update State Office
records for effective program super-
vision and evaluation.

(8) Assist the Servicing Official in de-
veloping a realistic plan to resolve
project operational problems.

(c) State staff. State staff members
who are designated by the State Direc-
tor as MFH Servicing Officials respon-
sible for supervision of borrowers cov-
ered by this subpart will:

(1) Continuously monitor supervisory
and account servicing activities and
borrower status to assure that each
project is receiving timely and effec-
tive supervision.

(2) Train staff to effectively perform
the required supervisory and account
servicing activities, and to provide in-
formed guidance in sound operation
and management policies. The assist-
ance of the aging network such as
State and Area Agencies on Aging
should be sought in connection with
training which pertains to the manage-
ment of services to the elderly.

(3) Post review closing of loans and
grants to determine that they have
been properly closed.
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(4) Visit a sufficient number of
projects to assure that proper super-
vision and account servicing is being
provided.

(5) Assemble, analyze, and distribute
a statewide database of actual MFH op-
eration and maintenance costs for de-
termination of cost reasonableness
that reflects variable characteristics of
project operation.

§ 1930.118 [Reserved]

§ 1930.119 Supervisory visits, compli-
ance reviews, and inspections.

(a) Purpose. Servicing Officials and
other FmHA or its successor agency
under Public Law 103–354 authorized
persons will visit the MFH project site,
including the management office, as
necessary to accomplish the objectives
of the loan or grant. Following are the
major purposes for which visits may be
made:

(1) To assist with satisfactory devel-
opment of the project.

(2) To evaulate the management pro-
gram of the project pursuant to exhibit
B of this subpart, such as:

(i) Adherence to the management
plan.

(ii) Compliance with the manage-
ment agreement when applicable.

(iii) To review compliance with the
Affirmative Fair Housing Marketing
Plan and/or the Equal Opportunity re-
quirements of title VI of the Civil
Rights Acts of 1964, the Civil Rights
Act of 1968 as amended by the Fair
Housing Amendments Act of 1988, sec-
tion 504 of the Rehabilitation Act of
1973, and the Age Discrimination Act of
1975.

(3) To review borrower records and
verify required compliance and infor-
mation, such as:

(i) Tenant or member eligibility.
(ii) Tenant or member income.
(iii) Tenant or member selection cri-

teria.
(iv) Waiting lists.
(v) Rental or occupancy rates are in

accordance with an FmHA or its suc-
cessor agency under Public Law 103–354
approved budget.

(vi) Other necessary items.
(4) To inspect and ascertain proper

maintenance and assure protection of
the security for the FmHA or its suc-

cessor agency under Public Law 103–354
loan.

(5) To determine if the project is
being operated according to the ap-
proved budget.

(6) To determine that borrower and/
or borrower’s managment agent is fully
complying with all provisions and con-
ditions of the approval document re-
garding site development and use re-
strictions.

(7) In the case of all LH borrowers,
including on-farm LH, to determine
that the housing is serving domestic
farm laborers, as defined by paragraph
II of exhibit B of this subpart, and that
the LH housing provided is decent,
safe, and sanitary.

(b) Frequency and standards. Visits
will be made as follows:

(1) Supervisory visits will be made as
needed to assure compliance with
FmHA or its successor agency under
Public Law 103–354 policies and objec-
tives. A Servicing staff person or other
FmHA or its successor agency under
Public Law 103–354 authorized person
will perform a post rent-up or occu-
pancy visit before the end of the first
90 days of operation; and a thorough
supervisory visit no later than 12
months following the post occupancy
visit, and at least every 36 months
thereafter at each project.

(i) More frequent visits to delinquent
or problem projects, irrespective of
loan type, should be scheduled as need-
ed.

(ii) In the case of borrowers with on-
farm LH unit(s) or LH borrowers pro-
viding seasonal farm labor housing,
such visits should be made during the
season of occupancy and preferably
during an annual farm visit.

(iii) Planned visits will be included in
the monthly work calendar.

(iv) The visit shall be conducted with
the borrower and/or the borrower’s des-
ignated representative.

(v) Exhibits F, F–1, F–2, G, G–1, and
G–2 of this subpart should be used to
assist in the preparation, completion,
and followup of visits.

(vi) For small rental projects con-
sisting of only a few units (usually 1 to
3), the degree of completion of exhibits
F, G, G–1 and G–2 may be minimized.
Supervisory visits to such projects are
required only once every three years
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and should concentrate on tenant eligi-
bility, income and adjustments to in-
come verification, maintenance, insur-
ance coverage, and status of loan pay-
ments.

(2) The Servicing Official or other
FmHA or its successor agency under
Public Law 103–354 authorized person
will conduct an inspection of each
project at least once every 36 months
with the borrower, site manager, or
designated representative present.

(i) This inspection may be made si-
multaneously with a supervisory visit
scheduled in accordance with this sec-
tion.

(ii) The results of the inspection will
be documented on HUD Form 9822,
‘‘Report of Physical Condition and Es-
timate of Repair Costs,’’ or a similar
form for the same purpose may be used
for this inspection.

(iii) Based on the Servicing person’s
knowledge, without further research,
the estimated repair need and cost col-
umns of the form will be completed
during the inspection visit.

(c) Preparation. The person planning
to make the visit and inspection will
review the most recent quarterly or an-
nual reports, the running records, cor-
respondence, and other Servicing Office
records to be fully aware of the super-
visory needs of the project. This aware-
ness should be developed into an infor-
mal visit plan and include, but not be
limited to such things as; payment sta-
tus, subsidy status, due dates of taxes
and insurance, adequacy of fidelity
coverage, and any known maintenance
problems.

(d) Notice of visit or inspection. The
management agent, or when applica-
ble, the owner should receive a written
notice of the scheduled visit or inspec-
tion from the Servicing Office 30 days
before the event to insure that needed
records and staff are available (see
Guide Letter 1930–2 for borrower notifi-
cation.)

(e) Conducting visit or inspection. The
person making the visit or inspection
should spend sufficient time at the
project to accomplish the visit plan
and any additional needs that are ob-
served or brought out by the tenants,
members, or management staff.

(f) Recording, reporting and followup.
The preparation notes and results of

each visit should be recorded on exhib-
its F, G, G–1 and G–2 of this subpart
and filed in the borrower’s servicing
file. A letter highlighting any needed
followup actions and a copy of the com-
pleted supervisory visit checklist will
be directed to the management agent
and/or the borrower within 30 days
after the visit. Followup will continue
through resolution of any problems.
Any major problems with the project
will be reported in writing to the State
Director with recommendations for
corrective action. Exhibit A to subpart
A of part 1955 of this chapter or Form
FmHA or its successor agency under
Public Law 103–354 1955–2, ‘‘Report on
Real Estate Problem Case,’’ may be
used as appropriate.

(g) Compliance reviews. As authorized
State or Servicing staff member or
other FmHA or its successor agency
under Public Law 103–354 authorized
person will complete the Civil Rights
and Fair Housing review requirements
according to subpart E of part 1901 of
this chapter. If initial rent-up or occu-
pancy has not occurred by the time of
initial review, a subsequent review will
be due one year following initial occu-
pancy and then every 36 months there-
after or in accordance with subpart E
of part 1901 of this chapter.

§§ 1930.120–1930.121 [Reserved]

§ 1930.122 Borrower accounting meth-
ods, management reporting and au-
dits.

It is the objective of FmHA or its
successor agency under Public Law 103–
354 that borrowers will maintain ac-
counts and records necessary to con-
duct their operation successfully and
from which they may accurately report
operational results to FmHA or its suc-
cessor agency under Public Law 103–354
for review, and otherwise comply with
the terms of their loan agreements
with the Agency. Borrower accounts
and records will be kept or made avail-
able in a location within reasonable ac-
cess for inspection, review, and copying
by representatives of FmHA or its suc-
cessor agency under Public Law 103–354
or other agencies of the U.S. Depart-
ment of Agriculture authorized by the
Department.

(a) Accounting methods and records—
(1) Method of accounting and financial
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statements. Borrowers may choose a
cash or accrual method of accounting,
bookkeeping, and budget preparation
as described in their project manage-
ment plan, unless otherwise specified
in a work-out plan as part of a serv-
icing action. Balance sheets or state-
ments of financial condition may be
prepared reflecting the same account-
ing method, except that the accrual
method of reporting financial condi-
tion will be used where the borrower is
required to submit an annual audit.

(2) Approval requirement. Before loan
closing or start of construction, which-
ever is first, each borrower shall incor-
porate a description of its method of
accounting, bookkeeping, budget prep-
aration, and reporting of financial con-
dition and, when applicable, plans for
auditing, in the project management
plan that must be approved by FmHA
or its successor agency under Public
Law 103–354.

(3) Records. Form FmHA or its suc-
cessor agency under Public Law 103–354
1930–5, ‘‘Bookkeeping System-Small
Borrower,’’ may be used by small orga-
nizations as a method of recording and
maintaining accounting transactions.
Automated systems may be used if
they meet the conditions of paragraph
XVI of exhibit B of this subpart.

(4) Record retention. Each borrower
shall retain all financial records,
books, and supporting material for 3
years after the issuance of the audit re-
ports and financial statements. Upon
request, this material will be made
available to FmHA or its successor
agency under Public Law 103–354, the
OIG, the Comptroller General, or to
their representatives.

(b) Management reports and review
processes. The objective of management
reports and review processes is to fur-
nish the management and FmHA or its
successor agency under Public Law 103–
354 with a means of evaluating prior
decisions and to serve as a basis for
planning future operations and finan-
cial conditions. Timely reports and
their review furnish necessary informa-
tion to make sound management deci-
sions. All reports will relate only to
the FmHA or its successor agency
under Public Law 103–354 financed
project and borrower entity. Separate
reports will be prepared and submitted

for each project owned by the same
borrower. Forms necessary in making
the required reports may be requested
from FmHA or its successor agency
under Public Law 103–354. The various
review processes described in this para-
graph are illustrated at § 1930.123(i) of
this chapter.

(1) Annual budget and utility allow-
ance—(i) Objective. It is the objective of
FmHA or its successor agency under
Public Law 103–354 that project budgets
and/or utility allowances be prepared,
reviewed, and approved in such manner
and timing that the approved budget
and/or utility allowance, including any
authorized changes to same, become ef-
fective on the beginning of a fiscal year
of project operation.

(ii) Documents. (A) The annual project
budget will be prepared on Form FmHA
or its successor agency under Public
Law 103–354 1930–7, ‘‘Multiple Family
Housing Project Budget,’’ by the bor-
rower or its agent following the in-
structions on the form. It will reflect
budget planning for a 12 month fiscal
year. Figures in the ‘‘actual’’ column
will reflect at least 9 months of actual
fiscal year activity and no more than 3
months of estimated activity for the
balance of the same fiscal year based
on recent actual experience.

(B) When tenants pay their own utili-
ties, the housing allowance for utilities
and other public services will be pre-
pared on exhibit A–6 to subpart E of
part 1944 of this chapter. Exhibit A–6
will be prepared by the borrower or its
agent following instructions attached
to the exhibit and will be submitted to
FmHA or its successor agency under
Public Law 103–354 together with Form
FmHA or its successor agency under
Public Law 103–354 1930–7 with jus-
tification to either retain or change
the utility allowance.

(iii) Supporting data. Any data, jus-
tification, or other documentation re-
quired by the instructions for prepara-
tion of Form FmHA or its successor
agency under Public Law 103–354 1930–7
and exhibit A–6 to subpart E of part
1944 of this chapter, or otherwise re-
quired by the Servicing Official on an
individual case basis, shall be ttached
to the respective document when sub-
mitted to the Servicing Office.
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(iv) Due date. The borrower can sub-
mit the necessary documents as soon
as 9 months of current fiscal year
actuals are available, but in sufficient
time to meet the objective stated in
(b)(1)(i) of this section. The Servicing
Official needs 15 to 30 days to review
project budgets and utility allowances
when no changes of rents, occupancy
charges, or utility allowances are need-
ed. When such changes are needed, the
borrower needs to submit documents to
allow sufficient time for review and
proper notice of change to tenants or
members.

(v) FmHA or its successor agency under
Public Law 103–354 review. Form FmHA
or its successor agency under Public
Law 103–354 1930–7 and exhibit A–6 to
subpart E of part 1944 of this chapter
and any attachment will be reviewed
by the Servicing Office as part of the
rental or occupancy charge/utility al-
lowance change review and/or annual
review process.

(2) Rental or occupancy charge budget
and/or utility allowance change—(i) Ob-
jective. It is the objective of FmHA or
its successor agency under Public Law
103–354 that changes to project rental
or occupancy charges and/or utility al-
lowances be incorporated into the an-
nual budget review and planning proc-
ess in such manner and timing that au-
thorized changes become effective at
the beginning of a fiscal year of project
operation.

(ii) Documents. When a rental or occu-
pancy charge and/or utility allowance
change is proposed, the borrower or its
agent will prepare and submit Form
FmHA or its successor agency under
Public Law 103–354 1930–7 and exhibit
A–6 to subpart E of part 1944 of this
chapter and any supporting attach-
ments following the instructions for ei-
ther document.

(iii) Standards and timing. (A) The
policies and procedures governing rent-
al or occupancy charge and/or utility
allowance change are contained in ex-
hibit C of this subpart, (available in
any FmHA or its successor agency
under Public Law 103–354 office or the
‘‘Borrower Handbook’’ made up of se-
lected exhibits of this subpart and
parts of this chapter).

(B) To meet the projected effective
date of change, the necessary docu-

ments need to be received by the Serv-
icing Official at least 75 days ahead of
the effective date of change to allow
FmHA or its successor agency under
Public Law 103–354 review to authorize
a 60 day notice to tenants or members
of an impending change. The ‘‘actual’’
column of Form FmHA or its successor
agency under Public Law 103–354 1930–7
shall contain actual data for the fiscal
year to date plus the projection of ex-
pected data for the remainder of the
fiscal year. This projection should
cover a period not exceeding 90 days.
The same supporting data standards of
paragraph (b)(1)(iii) of this section will
apply.

(C) Should the borrower need to re-
quest a rental or occupancy charge
and/or utility allowance change at
some time other than described in
paragraph (b)(2)(iii)(B) of this section,
e.g., mid-fiscal year, Form FmHA or its
successor agency under Public Law 103–
354 1930–7 shall reflect the project’s fi-
nancial needs for the next 12 months of
operation and the ‘‘actual’’ column
shall reflect the most recent 12 months
of actual data. The previous fiscal
year’s audit report, or Form FmHA or
its successor agency under Public Law
103–354 1930–8, ‘‘Multiple Family Hous-
ing Borrower Balance Sheet,’’ as appro-
priate, shall be submitted with the
change request if it was not previously
submitted to the Servicing Office.

(iv) FmHA or its successor agency
under Public Law 103–354 review. Exhibit
C of this subpart shall govern FmHA or
its successor agency under Public Law
103–354 review of the borrower’s request
for rental or occupancy charge and/or
utility allowance change.

(3) Quarterly report—(i) Objective. The
objective of FmHA or its successor
agency under Public Law 103–354 is for
quarterly reports to provide a moni-
toring means for borrowers and FmHA
or its successor agency under Public
Law 103–354 to mutually check a bor-
rower’s progress in achieving program
objectives and when applicable, meet-
ing servicing goals.

(ii) Document. Form FmHA or its suc-
cessor agency under Public Law 103–354
1930–7 will be used by borrowers to pre-
pare the quarterly report.

(iii) Standards. Form FmHA or its
successor agency under Public Law 103–
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354 1930–7 will be completed following
the instructions on the form for prepa-
ration of a quarterly report. The quar-
terly report shall be required upon
commencement of any of the following
situations:

(A) Start up of initial occupancy
after completion of new construction
or substantial rehabilitation.

(B) Reamortization, transfer of an ex-
isting project loan or a 100 percent
membership change.

(C) Failure to make a scheduled loan
payment, failure to maintain required
transfers to the reserve account, or
failure to maintain reserve accounts at
authorized current levels.

(D) Existence of reasons stated in
paragraph (b)(3)(iv)(B) of this section
when quarterly reports will suffice in
place of monthly reports.

(iv) Frequency and discontinuance—(A)
Quarterly reports. Quarterly reports
shall be prepared and submitted for
each quarter year at least through the
first year of operation for any situa-
tion described in paragraph (b)(3)(iii) of
this section and each quarter year
thereafter for new or existing projects
until discontinuance is authorized by
the Servicing Official. The Official will
evaluate the following in reaching a
decision to discontinue:

(1) An adequate accounting system is
functioning properly, is kept current,
and the most recent required annual fi-
nancial reports are complete and have
been submitted to the Servicing Office.

(2) Project loan payments to FmHA
or its successor agency under Public
Law 103–354 are on schedule.

(3) The project reserve account is
ahead or on schedule, allowing for au-
thorized expenditures or authorized re-
duction in funding as set forth in an
approved servicing plan or budget.

(4) The annual review has been com-
pleted by the Servicing Office and the
annual audit, or verification of review
when appropriate, has been found ac-
ceptable.

(5) The Servicing Official has in-
spected the project, reviewed project
operations, and found them acceptable.
When this and the preceding deter-
minations are made, a letter of dis-
continuance of the quarterly report
shall be sent to the borrower or its

agent with a copy sent to the State Di-
rector.

(B) Monthly reports. Preparation and
submission of the reports described in
this paragraph may be required month-
ly at the option of the Servicing Offi-
cial, rather than quarterly, when war-
ranted in unusual situations.

(1) This requirement may be invoked
when determined essential by the Serv-
icing Official as part of a servicing plan
made in accordance with exhibit F of
subpart B of part 1965 of this chapter
(available in any FmHA or its suc-
cessor agency under Public Law 103–354
office).

(2) Reasons for invoking the report-
ing requirement on a monthly basis
may include, but not be limited to, fac-
tors such as apparent violations of pol-
icy or reporting practices, audit find-
ings, sudden increases of vacancy and/
or accounts payable or receivables, or
other evidence of weak financial condi-
tion.

(v) Due date. Quarterly (or monthly)
reports shall be due in the FmHA or its
successor agency under Public Law 103–
354 Servicing Office by the 20th day of
the month immediately following the
close of the respective reporting pe-
riod.

(vi) FmHA or its successor agency
under Public Law 103–354 review. (A) The
Servicing Official will review the re-
ports for year-to-date status of project
operations. When reports reveal actual
data that exceeds acceptable tolerance
from a forecasted budget SUBTOTAL
item, or vacancies and accounts receiv-
able and/or payable are increasing, the
Servicing Official will initiate verbal
and/or written dialogue with the bor-
rower for further resolution of prob-
lems or to otherwise achieve accept-
able progress.

(B) The Servicing Official will com-
plete the FmHA or its successor agency
under Public Law 103–354 review and
forward the borrower’s report and any
related documentation to the State Di-
rector by the 30th day of the month fol-
lowing close of the reporting period.

(C) If the borrower fails to submit its
report by the due date, this fact will be
reported to the State Director by the
30th day of the month following the
close of the reporting period: other-
wise, the Servicing Office will complete

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00206 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



207

RHS, RBS, RUS, FSA, USDA § 1930.122

its review of a submitted report no
later than 10 calendar days following
receipt of the borrower’s report.

(4) Annual audit reports and
verifications of review—(i) Documents
and general standards—(A) Annual audit
report. An audit report will be in the
format as prepared by a Certified Pub-
lic Accountant (CPA) or Licensed Pub-
lic Accountant (LPA), provided the
LPA was licensed on or before Decem-
ber 31, 1970.

(1) All audits are to be performed in
accordance with generally accepted
government auditing standards, as set
forth in ‘‘Government Auditing Stand-
ards’’, established by the Comptroller
General of the United States, and any
subsequent revisions (this publication
is commonly referred to as the ‘‘Yellow
Book’’ or ‘‘General Accounting Office
Standards’’). In addition, the audits are
also to be performed in accordance
with applicable portions of various Of-
fice of Management and Budget (OMB)
Circulars, Departmental Regulations,
parts 3015 and 3016 of chapter XXX of
title 7, and the FmHA or its successor
agency under Public Law 103–354 Audit
Program as specified in separate sec-
tions of this subpart.

(2) An audit report is required for any
project with 25 or more units unless
the State Director or Servicing Official
determines that a project with 24 or
fewer units requires an audit for rea-
sons of good cause. Such reasons in-
clude, but are not limited to, situa-
tions where project records are incom-
plete or inaccurate, or it appears that
the borrower has not adequately ac-
counted for project funds, or where the
borrower’s operation consists of mul-
tiple projects where each project is 24
or fewer units (with subsidiary reports
prepared for each project).

NOTE: The State Director or Servicing Offi-
cial may require that the accounts of RHS
borrowers be audited if the loan exceeds the
2-year repayment term.

(3) The project audit report should
cover the borrower entity and the ex-
pense for preparation of the audit re-
port may include the auditor’s prepara-
tion of any Internal Revenue Service
(IRS) required borrower entity reports,
i.e., Schedule K1 (IRS Form 1065),
‘‘Partner’s Share of Income, Credits,
Deductions, etc.’’.

(4) The CPA or LPA auditor who pre-
pares the audit report may not be an
individual or organization that is asso-
ciated with the borrower in any man-
ner, other than the performance of the
audit review and preparation of the
project audit report and required IRS
reports, that creates an identity of in-
terest or possible conflict of interest
(as described in paragraph V B of ex-
hibit B of this subpart). For example,
the CPA or LPA auditor may not be an
employee of the borrower or an em-
ployee of any officer of the organiza-
tion, nor be an employee of any mem-
ber, stockholder, partner, principal, or
have any ownership or other interest in
the borrower organization.

(5) The State Director or Servicing
Official may authorize the initial audit
report to cover a period up to 18
months for new projects whose first op-
erating year does not exceed 6 months.

(6) The State Director may also make
an exception to the CPA or LPA audit
requirement for not more than one suc-
cessive year in a specific case pro-
viding: The borrower submits a written
request; the FmHA or its successor
agency under Public Law 103–354 ap-
proved budget for the project includes
a typical and reasonable fee for the
audit but the negotiated cost of an
audit would increase the monthly per
unit rental rate by more than $4.00; and
the required reports, including a CPA
or LPA prepared audit, were properly
submitted for the prior year’s project
operations.

(B) Verification of review. Form FmHA
or its successor agency under Public
Law 103–354 1930–8 will be prepared by a
competent person qualified by edu-
cation and/or experience who has no
identity of interest or possible conflict
of interest with the borrower or its
principals. However, in the case of a
nonprofit institution, the verification
of review may be made by a committee
of the membership but may not include
any officer, director or employee of the
borrower.

(1) Form FmHA or its successor agen-
cy under Public Law 103–354 1930–8 will
be used for the verification of review of
project accounts and the review
verifier will also review the actual data
on Form FmHA or its successor agency
under Public Law 103–354 1930–7 for
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projects with 24 or fewer units unless
the requirements of paragraph
(b)(4)(i)(A)(1) of this section are in-
voked by the State Director or Serv-
icing Official.

(2) The State Director or Servicing
Official may authorize the initial
verification of review to cover a period
of up to 18 months for a new project
whose first operating year was less
than 6 months.

(C) Project operating budget actuals.
An annual report of actuals for the full
operating year will be submitted by the
borrower, or its agent, using Form
FmHA or its successor agency under
Public Law 103–354 1930–7. The report
will reflect the actual income and ex-
penses for the project for the bor-
rower’s 12 month operating year. The
report will be submitted with the an-
nual audit report or Form FmHA or its
successor agency under Public Law 103–
354 1930–8, as appropriate.

(D) Form FmHA or its successor agency
under Public Law 103–354 1930–10, ‘‘An-
nual Multiple Family Housing Project Re-
view.’’ When the annual audit report or
verification of review is received by the
Servicing Office, parts II C and D of
Form FmHA or its successor agency
under Public Law 103–354 1930–10 may
be prefilled to the extent possible to
record previous year status as reported
in the audit report or verification of re-
view. The Form FmHA or its successor
agency under Public Law 103–354 1930–10
will be completed later as described in
§ 1930.123 (e)(2) and (i) of this subpart.

(E) Fraud, abuse, and illegal acts. If
the review verifier becomes aware of
any indication of fraud, abuse or illegal
acts in FmHA or its successor agency
under Public Law 103–354 financed
projects, prompt written notice shall
be given to the appropriate USDA OIG
Regional Inspector General and the
Servicing Official.

(ii) Specific standards—(A) State and
local governments and Indian tribes.
These organizations are to be audited
in accordance with this subpart, sub-
part I of 7 CFR part 3015, and OMB Cir-
cular A–128, with copies of the audit
being forwarded by the borrower to the
Servicing Official and the appropriate
Federal cognizant agency, if applica-
ble. For guidance in meeting these re-
quirements, the auditor may refer to

the American Institute of Certified
Public Accountants Audit and Ac-
counting Guide for ‘‘Audits of State
and Local Governmental Units.’’ The
term ‘‘Federal financial assistance’’
used herein shall mean Federal loan
and/or grant funds received by the bor-
rower, but not rental subsidies.

(1) Cognizant agency. (i) ‘‘Cognizant
agency’’ means the Federal agency as-
signed by OMB Circular A–128. Within
USDA, the USDA OIG shall fulfill cog-
nizant agency responsibilities.

(ii) Cognizant agency assignments.
Smaller borrowers not assigned a cog-
nizant agency by OMB should contact
the Federal agency that provided the
most funds. When USDA is designated
as the cognizant agency or when it has
been determined by the borrower that
FmHA or its successor agency under
Public Law 103–354 provided the major
portion of Federal financial assistance,
the appropriate USDA OIG Regional
Inspector General shall be contacted.

(2) Audit standards. It is not intended
that audits required by this subpart be
separate and apart from audits per-
formed in accordance with State and
local laws. To the extent feasible, the
audit work should be done in conjunc-
tion with those audits.

(i) State and local governments and
Indian tribes that receive $100,000 or
more a year in Federal financial assist-
ance shall have an audit made in ac-
cordance with OMB Circular A–128.

(ii) State and local governments and
Indian tribes that receive between
$25,000 and $100,000 a year in Federal fi-
nancial assistance shall have an audit
made in accordance with OMB Circular
A–128 or in accordance with the FmHA
or its successor agency under Public
Law 103–354 Audit Program. This is an
option of the State and local govern-
ment or Indian tribe. If the election is
made to have an audit performed in ac-
cordance with the FmHA or its suc-
cessor agency under Public Law 103–354
Audit Program, the audit shall be in
accordance with paragraph (b)(4)(ii)(C)
of this section.

(iii) State and local governments and
Indian tribes that receive less than
$25,000 a year in Federal financial as-
sistance shall be exempt from compli-
ance with OMB Circular A–128 and the
FmHA or its successor agency under
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Public Law 103–354 Audit Program.
These State and local governments and
Indian tribes shall be governed by
audit standards prescribed by State
and local law or regulation.

(iv) Public hospitals and public col-
leges and universities may be excluded
from OMB Circular A–128 audit stand-
ards. If such entities are excluded, au-
dits shall be made in accordance with
paragraph (b)(4)(ii)(B) of this section.

(v) Indications of fraud, abuse, and il-
legal acts shall be processed in accord-
ance with paragraph (b)(4)(i)(E) of this
section.

(B) Nonprofit institutions. These orga-
nizations are to be audited in accord-
ance with this subpart, subpart I of 7
CFR part 3015, and OMB Circular A–133,
with copies of the audit being for-
warded by the borrower to the Serv-
icing Officer and the appropriate Fed-
eral cognizant agency, if applicable.
The term Federal financial assistance
used herein shall mean Federal loan
and/or grant funds received by the bor-
rower, but not rental subsidies.

(1) Cognizant agency. See paragraph
(b)(4)(ii)(A)(1) of this section.

(2) Audit standards. (i) Nonprofit in-
stitutions that receive $100,000 or more
a year in Federal financial assistance
shall have an audit made in accordance
with the provisions of OMB Circular A–
133. However, nonprofit institutions re-
ceiving $100,000 or more but receiving
awards under only one program have
the option of having an audit of their
institution prepared in accordance
with the provisions of the Circular or
having an audit made of the one pro-
gram in accordance with paragraph
(b)(4)(ii)(C) of this section. For prior or
subsequent years, when an institution
has only loan guarantees or out-
standing loans that were made pre-
viously, the institution will be required
to conduct audits for those programs in
accordance with paragraph (b)(4)(ii)(C)
of this section.

(ii) Nonprofit institutions that re-
ceive at least $25,000 but less than
$100,000 a year in Federal financial as-
sistance shall have an audit made in
accordance with OMB Circular A–133 or
in accordance with the FmHA or its
successor agency under Public Law 103–
354 Audit Program. If the election is
made to have an audit performed in ac-

cordance with the FmHA or its suc-
cessor agency under Public Law 103–354
Audit Program, the audit shall be per-
formed in accordance with paragraph
(b)(4)(ii)(C) of this section.

(iii) Nonprofit institutions receiving
less than $25,000 a year in Federal fi-
nancial assistance are exempt from
Federal audit standards, but records
must be available for review by appro-
priate officials of FmHA or its suc-
cessor agency under Public Law 103–
354.

(3) Indications of fraud, abuse and il-
legal acts shall be processed in accord-
ance with paragraph (b)(4)(i)(E) of this
section.

(C) FmHA or its successor agency under
Public Law 103–354 Audit Program. For-
profit organizations and other entities
referred to this paragraph by para-
graphs (b)(4)(ii)(A) and/or (B) of this
section, audits will be performed under
the guidance of the audit guide entitled
‘‘U.S. Department of Agriculture,
Farmers Home Administration or its
successor agency under Public Law 103–
354-Audit Program’’ (available in any
FmHA or its successor agency under
Public Law 103–354 office).

(iii) Due date. (A) Annual audit re-
ports and verifications of review, as ap-
propriate, and Form FmHA or its suc-
cessor agency under Public Law 103–354
1930–7 with 12 months of project oper-
ation actuals are due in the Servicing
Office no later than 90 days following
the close of the project fiscal year.

(B) If the audit or verification of re-
view cannot be submitted by the due
date, and the owner presents a request
for extension supported by evidence
that delay is at the request of the audi-
tor, and the request has a reasonable
explanation of why an extension of the
due date is needed, the Servicing Offi-
cer may authorize up to a 30-day exten-
sion of the due date.

(C) If an explanation is not forth-
coming from the auditor, or the expla-
nation received is without good reason,
or the Servicing Official otherwise sus-
pects fiscal difficulty, the Servicing Of-
ficial may request the borrower to sub-
mit to the Servicing Office for review,
the project bank statements for the
general operating, reserve, and invest-
ment accounts covering the most re-
cent 60 day period.
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(D) If the borrower fails to submit
the requested bank statements by the
date stipulated by the Servicing Offi-
cial, the Servicing Official will imme-
diately refer the matter to the OIG.

(iv) FmHA or its successor agency
under Public Law 103–354 review. An
audit report or verification of review
will be reviewed by the Servicing Offi-
cial within 60 days following receipt of
the audit report or verification of re-
view. From this annual audit review
process, the Servicing Official will ini-
tiate action on findings and concerns
needing immediate attention. Those
findings and concerns not needing im-
mediate action will be considered in
the next budget planning and annual
review process at the end of the fiscal
year for implementation in the fol-
lowing fiscal year of project operation.

(5) Miscellaneous management reports.
These reports include, but are not lim-
ited to, the following items that pro-
vide additional or unique information
that augment or otherwise support
other management reports described in
this section:

(i) Documents and formats—(A) Min-
utes of annual meetings. Written record
of annual meeting of organizational
borrowers who, by their organizational
charter, are required to maintain such
written records.

(B) Energy audit. Prepared according
to the guidance of exhibit D of this
subpart. Energy audits, including im-
plementation plans for energy con-
servation, are prepared and submitted
on 5-year cycles.

(C) Miscellaneous items. These include
other written or electronically stored
data or information such as financial
or income/expense data, justification
statements, or other technical or in-
formative material that stands alone
or supports other managements reports
described in this section, whether vol-
unteered by the borrower or requested
by the Servicing Official.

(ii) Due date. Annual minutes and
miscellaneous items are due along with
the report they are attached to as sup-
porting documentation. New energy
audits are due with the next submis-
sion of Form FmHA or its successor
agency under Public Law 103–354 1930–7
following expiration of the old energy
audit.

(iii) FmHA or its successor agency
under Public Law 103–354 review. FmHA
or its successor agency under Public
Law 103–354 review of miscellaneous
management reports will coincide with
review of the management report that
each is attached to as documentation.

[58 FR 40868, July 30, 1993, as amended at 63
FR 2135, Jan. 14, 1998]

§ 1930.123 Annual review.

(a) Objective. The objective of the an-
nual review is for the FmHA or its suc-
cessor agency under Public Law 103–354
Servicing Official to determine the de-
gree and adequacy of the borrower’s
achievement of operational compliance
with the applicable FmHA or its suc-
cessor agency under Public Law 103–354
loan and/or grant agreements and to
provide followup consultation or super-
vision to the borrower in meeting pro-
gram objectives.

(b) Annual review process. During the
annual review process, the Servicing
Official will consider the overall
project financial and operational activ-
ity. Project strengths and weaknesses
will be identified, based on review of
various documents, and resultant con-
clusions will be incorporated into the
annual budget planning process that
should happen concurrently with the
annual review process.

(c) Documents used in the review. (1)
Form FmHA or its successor agency
under Public Law 103–354 1930–7.

(2) Exhibit A–6 of subpart E of part
1944 of this chapter.

(3) Prior fiscal year annual audit re-
port as prepared by a CPA or LPA, or
when applicable, Form FmHA or its
successor agency under Public Law 103–
354 1930–8 prepared by a review verifier
accompanied by Form FmHA or its
successor agency under Public Law 103–
354 1930–7 with actual income and ex-
pense data.

(4) Exhibit A–1 of this subpart pre-
pared in conjunction with the prior
year annual audit report.

(5) Applicable attachments required
as part of any of the above documents
(or other information as volunteered
by the borrower or specifically re-
quested by the FmHA or its successor
agency under Public Law 103–354 Serv-
icing Officer for the review at hand).
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(6) Minutes of annual meeting for as-
sociation type borrowers.

(7) Current energy audit with energy
conservation implementation plan
(from FmHA or its successor agency
under Public Law 103–354 borrower
casefile except when new energy audit
is due with Form FmHA or its suc-
cessor agency under Public Law 103–354
1930–7).

(8) Latest supervisory visit and phys-
ical inspection of property reports
(from FmHA or its successor agency
under Public Law 103–354 borrower
casefile).

(d) Preparation for the annual review.
Some documents needed are available
in the borrower’s casefile and the bal-
ance needed will be submitted with the
annual budget review request. There-
fore, annual review should occur within
30 days of receipt of all necessary docu-
ments. This should result in annual re-
views being completed in the last 2
months of a fiscal year or the first 2
months of the next fiscal year. When
determined necessary, the Servicing
Officer should:

(1) Notify the borrower of the re-
quired management reports and their
due dates, and provide the borrower
with necessary guides and forms for
use in preparing the reports.

(2) With a new nonprofit borrower or-
ganization, determine that the bor-
rower is properly planning for its an-
nual meeting for the correct date ac-
cording to its organizational docu-
ments. The Servicing Official should
plan to attend the annual meeting un-
less the borrower has progressed as de-
scribed in § 1930.110(c) of this subpart.

(e) Timing, conducting, and completing
the review. (1) The annual review proc-
ess will be scheduled and performed
concurrently with the budget planning
process, normally in the last quarter of
a project fiscal year (see illustration in
paragraph (i) of this section). This
process will occur separately from the
annual audit review process (which will
occur following close of a project fiscal
year).

(2) The Servicing Official will use the
applicable resource documents listed
above when performing the review. The
Servicing Official will conduct the an-
nual review following the review and
recording guidance of Form FmHA or

its successor agency under Public Law
103–354 1930–10. The Form FmHA or its
successor agency under Public Law 103–
354 1930–10 will be completed during the
prescribed last quarter review period.

(3) The Servicing Official may invite
the borrower or its agent to participate
in any part of the annual review.

(f) Distribution of reviewed documents.
(1) A copy of the results of the annual
review on Form FmHA or its successor
agency under Public Law 103–354 1930–10
along with recommendations or com-
pliance requirements will be sent to
the borrower and/or its agent and to
the State Director as soon as the re-
view is completed.

(2) The individual items required to
perform the annual review will be dis-
tributed according to appropriate
FMI’s as listed on exhibit B–7 of this
subpart.

(g) State Director’s review of annual re-
views. Upon receipt of the items identi-
fied in this section, the State Director
will:

(1) Review all submissions of Form
FmHA or its successor agency under
Public Law 103–354 1930–10 that are used
by the Servicing Official to record
summary results of an annual project
review.

(2) Conduct a more detailed review of
only those annual reviews that warrant
further review. The State Director
should provide summarized comment
to Servicing Officials after completion
of statewide review, otherwise the
State Director will comment on any
specific borrower and/or project annual
review selected for further review.

(3) Will review Form 1930–7 and ex-
hibit A–6 of subpart E of part 1944 for
approval when the authority to ap-
prove budgets as part of the annual re-
view is not delegated to the FmHA or
its successor agency under Public Law
103–354 Servicing Official.

(4) Be prepared for a sample review of
annual reviews by the National Office
upon request during a combined assess-
ment review or other specific need.

(h) On-farm LH annual review. For in-
dividual farm borrowers with on-farm
LH unit(s), the objective of this section
will be satisfied by completing the rec-
ordkeeping and reporting requirements
of their farm and home planning with
FmHA or its successor agency under
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Public Law 103–354 as outlined in sub-
part D of part 1944 of this chapter.

(i) Illustration of MFH budget plan-
ning, annual review, and annual audit
review cycles.

Items on hand during
fiscal year

Last quarter of fiscal
year

First quarter of next fis-
cal year Second quarter

Management Reports/
items in borrower
casefile.

—Previous fiscal year
annual audit or Form
FmHA or its suc-
cessor agency under
Public Law 103–354
1930–8.

Budget Planning Proc-
ess—Form FmHA or
its successor agency
under Public Law
103–354 1930–7 &
util. allowance Re-
view change or no
change of rents or
occupancy charges
and/or utility allow-
ance.

Annual audit prepara-
tion by auditor or
Form FmHA or its
successor agency
under Public Law
103–354 1930–8 by
verifier.

FmHA or its successor
agency under Public
Law 103–354 review
of annual audit or
Form FmHA or its
successor agency
under Public Law
103–354 1930–8.

60-day review period ...

File annual audit or
Form FmHA or its
successor agency
under Public Law
103–354 1930–8 for
next budget planning
& annual review
process.

—Exhibit A–1
—Latest supervisory

visit/inspection.
FmHA or its successor

agency under Public
Law 103–354 starts
annual review proc-
ess.

Form FmHA or its suc-
cessor agency under
Public Law 103–354
1930–7 showing 12
months of project op-
erating actuals sub-
mitted by borrower.

FmHA or its successor
agency under Public
Law 103–354 com-
pletes annual review
process.

—Energy audit & imple-
mentation plan.

—Form FmHA or its
successor agency
under Public Law
103–354 1930–7

...................................... ......................................

—Compliance review ...
—Management Plan ....
—Management Agree-

ment.

—Review project finan-
cial and management
reports.

...................................... FmHA or its successor
agency under Public
Law 103–354 may
pre-fill parts II C and
D of Form FmHA or
its successor agency
under Public Law
103–354 1930–10.

—Forms FmHA or its
successor agency
under Public Law
103–354 1944–30,
Identity of Interest
(IOI) Disclosure Cer-
tificate, and FmHA or
its successor agency
under Public Law
103–354 1944–31,
Identity of Interest
(IOI) Qualification
Form.

FmHA or its successor
agency under Public
Law 103–354 com-
pletes Form FmHA or
its successor agency
under Public Law
103–354 1930–10.

...................................... Take immediate action
on significant items
found in the Audit
Review.

Other—as applicable.

[58 FR 40868, July 30, 1993, as amended at 59
FR 6885, Feb. 14, 1994]

§ 1930.124 [Reserved]

§ 1930.125 Changing project designa-
tion.

Generally, RRH projects designated
for families, elderly and persons with
handicaps, including congregate hous-
ing, will be used for the original pur-
pose throughout the life of the FmHA
or its successor agency under Public
Law 103–354 loan. However, if it be-
comes necessary to change the designa-
tion of a project due to housing market

changes which inhibit the borrower’s
ability to maintain occupancy levels
sufficient to sustain the project, the
State Director may change the des-
ignation. Project design must meet the
housing requirements of the target
group when changing the designation.
The State Director shall consider such
requests on a case-by-case basis when
all of the following information has
been provided:

(a) The complete borrower case files
have been submitted together with the
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Servicing Official’s specific rec-
ommendations and analysis of the
present and long term situation.

(b) A market needs survey which sub-
stantiates the rationale for the change
has been provided by the borrower.
(The market survey must clearly indi-
cate the present long term market-
ability of the project is significantly
changed from the original market, and
include the appropriate demographic
information which reflects the popu-
lation trends in the area.)

(c) A summary of all servicing ac-
tions taken by FmHA or its successor
agency under Public Law 103–354 to aid
the borrower in maintaining the
present designation.

(d) A summary of all actions taken
by the borrower to effectively market
the units to potential eligible tenants.

(e) A summary of the impact the
change will have on any existing ten-
ants, rent subsidy needs, and the com-
munity as a whole.

(f) A summary of any needed or re-
quired physical modifications and anal-
ysis of cost feasibility to complete the
modifications.

§§ 1930.126–1930.127 [Reserved]

§ 1930.128 LH grants.

In addition to the supervision pro-
vided in connection with LH loans, re-
cipients of LH grants will receive su-
pervision to assure that the terms of
the grant agreement and other objec-
tives of the LH grant are carried out.
This supervision will be continued to
assure that the grant purposes will be
accomplished. Comments on the fol-
lowing points will be included in appro-
priate reports, to assure that:

(a) The rents are reasonable.
(b) The project is operated as a com-

munity service for the benefit of the
tenants.

(c) Domestic farm laborers are given
absolute priority in occupancy. (This
requirement also applies to borrowers
who have LH loans only.)

(d) No public or private nonprofit or-
ganization borrower may require that
an occupant work for a particular farm
or for a particular owner or interest as
a condition of occupancy of the hous-
ing.

§ 1930.129 RHS loans.

RHS loans will be serviced according
to program regulations and the condi-
tions specified in the borrower’s loan
resolution. The following additional su-
pervisory action by the Servicing Offi-
cial will also apply to assure that the
terms of the loan resolution and loan
objectives are carried out:

(a) Review of the site development
account records for compliance with
authorized loan expenditures.

(b) Work with the borrower on the
adjustment of sales price, not to exceed
market value, of the developed lots as
they are being sold to assure adequate
income to repay the loan, pay taxes,
accrued interest, and any other author-
ized debt or expenditures.

(c) Determine that lots are sold only
to eligible buyers.

(d) Work closely with the borrower to
plan for the sale of all lots prior to the
due date of the note.

(e) Should the RHS borrower default
in its loan obligations, the account will
be serviced according to § 1965.85 of sub-
part B of part 1965 of this chapter. The
Servicing Official’s report to the State
Director should contain the following
information:

(1) The status of the account, number
of lots unsold, and reasons for the prob-
lem.

(2) Prospects of selling lots to eligi-
ble buyers and a target date as to when
this can be accomplished, if feasible.

(3) General comments and rec-
ommendations for future servicing of
this account. Where necessary, liquida-
tion may be recommended.

(f) State Directors will take the fol-
lowing actions in connection with
problem RHS accounts:

(1) Provide additional guidance and
assistance as necessary.

(2) If a satisfactory proposal for sell-
ing the lots can be developed, the ac-
count will be serviced according to pro-
gram regulations and the provisions of
this subpart and subpart B of part 1965
of this chapter.

(3) Where no satisfactory proposal for
selling the remaining lots can be devel-
oped, the account will be handled ac-
cording to § 1965.85(e) of subpart B of
part 1965 of this chapter for liquida-
tion.
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§§ 1930.130–1930.133 [Reserved]

§ 1930.134 FmHA or its successor agen-
cy under Public Law 103–354 office
records.

FmHA or its successor agency under
Public Law 103–354 officials will main-
tain records in accordance with FmHA
or its successor agency under Public
Law 103–354 Instructions 2033–A and G
(available in any FmHA or its suc-
cessor agency under Public Law 103–354
office).

§§ 1930.135–1930.136 [Reserved]

§ 1930.137 State Supplements, guides,
forms, and other issuances.

It is FmHA or its successor agency
under Public Law 103–354’s practice to
follow the provisions of the Adminis-
trative Procedures Act by inviting pub-
lic comment before adopting public
policy, unless otherwise directed by
statute. However, the State Director
may, in accordance with FmHA or its
successor agency under Public Law 103–
354 Instruction 2006–B (available in any
FmHA or its successor agency under
Public Law 103–354 office), and with
prior approval of the National Office
and the assistance of the OGC, develop
State Supplements, guides, or
issuances to the extent necessary to
enable borrowers to comply with the
policies, procedures, and exhibits of
this subpart and the applicable provi-
sions of State laws. Under no cir-
cumstances will State forms be devel-
oped as replacements for the forms re-
ferred to in this subpart.

§ 1930.138 Supervisory actions for dis-
tressed projects.

MFH projects experiencing high va-
cancy rates which would lead to
project failure can apply for a special
servicing market rate rent change in
accordance with paragraph IX of ex-
hibit C of this subpart.

§§ 1930.139–1930.140 [Reserved]

§ 1930.141 Materials to be provided
borrower/applicant.

To enable borrowers and applicants
to meet the intent of this subpart, they
will be supplied with one reproducible
copy of the following FmHA or its suc-
cessor agency under Public Law 103–354

exhibits and forms and materials as
they are issued and/or updated:

(a) Exhibits B and B–1 thru 14 of this
subpart, when applicable.

(b) Exhibits C, C–1, and C–2 of this
subpart.

(c) Exhibits D and D–1 of this sub-
part.

(d) Exhibit E of this subpart.
(e) Exhibits H and H–1 of this sub-

part.
(f) Exhibit I of this subpart.
(g) Exhibit J of this subpart, when

applicable.
(h) Subpart L of part 1944 of this

chapter.
(i) Booklet entitled ‘‘Audit Pro-

gram.’’
(j) For farm LH borrowers and/or ap-

plicants, exhibit B of subpart D of part
1944 of this chapter in addition to the
preceding items of this section.

(k) The following forms:
(1) Form FmHA or its successor agen-

cy under Public Law 103–354 1930–7 and
attached exhibit A–6 of subpart E of
part 1944, if applicable.

(2) Form FmHA or its successor agen-
cy under Public Law 103–354 1930–8.

(3) Form FmHA or its successor agen-
cy under Public Law 103–354 1944–7,
‘‘Multiple Family Housing Interest
Credit and Rental Assistance Agree-
ment.’’

(4) Form FmHA or its successor agen-
cy under Public Law 103–354 1944–29,
‘‘Project Worksheet for Interest Credit
and Rental Assistance.’’

(5) Form FmHA or its successor agen-
cy under Public Law 103–354 1944–8.

(6) Form FmHA or its successor agen-
cy under Public Law 103–354 1910–5,
‘‘Request for Verification of Employ-
ment.’’

§ 1930.142 Complaints regarding dis-
crimination in use and occupancy
of MFH.

Any tenant or prospective tenant
seeking occupancy or use of RRH, RCH,
LH, or related facilities who believes
he or she has been discriminated
against because of race, color, religion,
sex, national origin, age, familial sta-
tus, or handicap may file a complaint
in person with, or by mail to the Office
of Fair Housing and Equal Oppor-
tunity, Department of Housing and
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Urban Development (HUD), Wash-
ington, DC 20410, or any HUD office, or
to the Administrator, FmHA or its suc-
cessor agency under Public Law 103–
354, USDA, Washington, DC 20250. If the
complaint is made to an FmHA or its
successor agency under Public Law 103–
354 County, Servicing, or State Office,
it must be directed to the Director of
Equal Opportunity Staff (EOS), Na-
tional Office by the FmHA or its suc-
cessor agency under Public Law 103–354
employee in charge of that office.
When a complaint is sent to FmHA or
its successor agency under Public Law
103–354–EOS by a FmHA or its suc-
cessor agency under Public Law 103–354
Servicing Office, the State Director
will be made aware of the complaint.

(a) Personnel in FmHA or its suc-
cessor agency under Public Law 103–354
field offices will provide assistance to
the aggrieved party when filling out re-
quired forms and filing a complaint.

(b) Each complaint must contain the
following information:

(1) The name and address of the re-
spondent (complainant).

(2) The name and address of the ag-
grieved person.

(3) A description and the address of
the dwelling which is involved, if ap-
propriate.

(4) A concise statement of the facts,
including pertinent dates, constituting
the alleged discriminatory housing
practice.

(c) Participants in FmHA or its suc-
cessor agency under Public Law 103–
354’s housing program failing to com-
ply with the requirements of Title VIII
of the Civil Rights Act of 1968 as
amended by the Fair Housing Amend-
ments Act of 1988, and the respective
Affirmative Fair Housing Marketing
Plan will make themselves liable to
sanction authorized by law, regula-
tions, agreements, rules and/or policies
governing the program pursuant to
which the application was made. All
complaints will be handled in accord-
ance with prescribed procedure. Vic-
tims of alleged discriminatory housing
practices may seek reparations
through HUD or by private lawsuit.

§ 1930.143 Delegation of responsibility
and authority.

(a) The Administrator may on an in-
dividual state basis, authorize the
State Director to contract out selec-
tive fact gathering, nondecision mak-
ing servicing actions in this subpart.

(b) The State Director may delegate
in writing any authority delegated to
the State Director in this subpart un-
less otherwise restricted, to those
State staff members who, in the opin-
ion of the State Director, have been
adequately trained and who dem-
onstrate their knowledge in under-
standing and administering the MFH
policies and procedures of FmHA or its
successor agency under Public Law 103–
354. The State Director may further
delegate such authority in like manner
to Servicing Offices by either of two
options:

(1) To individual Servicing Office
staff members, including the Servicing
Official.

(2) To the position of Servicing Offi-
cial, the incumbent of which may fur-
ther delegate specified authority to
identified Servicing Office staff mem-
bers. A copy of such delegation will be
filed with the State Director.

(c) Individual delegation of responsi-
bility and authority may be limited or
expanded in scope, or revoked, as
deemed appropriate by the State Direc-
tor, or the Servicing Official when ap-
plicable, and will be prepared according
to FmHA or its successor agency under
Public Law 103–354 Instruction 2006–F
(available in any FmHA or its suc-
cessor agency under Public Law 103–354
office).

§ 1930.144 Exception authority.

The Administrator may, in indi-
vidual cases, make an exception to any
requirements of this subpart not re-
quired by the authorizing statute if he/
she finds that application of such re-
quirement would adversely affect the
interest of the Government or ad-
versely affect the accomplishment of
the purposes of the MFH program or
result in undue hardship by applying
the requirement. The Administrator
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may exercise the authority at the re-
quest of the State Director or the As-
sistant Administrator for Housing. The
request must be supported by data that
demonstrates the adverse impact, cit-
ing the particular requirement in-
volved and recommending proper alter-
native course(s) of action, and out-
lining how the adverse impact could be
mitigated.

§ 1930.145 Appeals.
Only the borrower, or the borrower’s

representative (as defined in subpart B
of part 1900 of this chapter), can appeal
an FmHA or its successor agency under
Public Law 103–354 decision. The bor-
rower’s management agent may not re-
quest an appeal unless he/she has been
designated as the borrower’s represent-
ative. This means he/she must be au-
thorized in writing by the borrower to
act for the borrower in the administra-
tive appeal, as required by subpart B of
part 1900 of this chapter (this may be
addressed in the management agree-
ment). The borrower’s request for re-
view of an alleged adverse decision
must be made to FmHA or its suc-
cessor agency under Public Law 103–354
in written form. Appeals and reviews
will be handled in accordance with di-
rections set forth in subpart B of part
1900 of this chapter.

§§ 1930.146–1930.149 [Reserved]

§ 1930.150 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
0575–0033. Public reporting and record-
keeping burden for this collection of
information is estimated to vary from
5 minutes to 10.25 hours per response,
with an average of 0.43 hours per re-
sponse, including time for reviewing
instructions, searching existing data
sources, gathering and maintaining the
data needed, and completing and re-
viewing the collection of information.
Send comments regarding this burden
estimate or any other aspect of this
collection of information, including
suggestions for reducing this burden,
to the Department of Agriculture,
Clearance Officer, OIRM, room 404–W,

Washington, DC 20250; and to the Office
of Management and Budget, Paperwork
Reduction Project (OMB #0575–0033),
Washington, DC 20503.

EXHIBIT A TO SUBPART C—STEPS FOR
FARMERS HOME ADMINISTRATION
(FMHA) OR ITS SUCCESSOR AGENCY
UNDER PUBLIC LAW 103–354 PER-
SONNEL IN CONDUCTING ANNUAL RE-
VIEW OF MULTIPLE HOUSING OPER-
ATIONS

I. Examine the Condition of the Borrower/
Management Reports to Determine that:

A. Required accounts are being properly
maintained in accordance with the loan reso-
lution or agreement.

B. Decisions of officials are being entered
in the minutes book, if applicable.

C. Any membership or stock transfers
have been approved by FmHA or its suc-
cessor agency under Public Law 103–354 and
recorded as required.

D. Financial records are maintained by
qualified persons.

E. The financial records are being re-
viewed by a qualified auditor where an audit
is required or by a competent individual or
committee when a verification of review of
accounts is required.

II. Study the Financial Progress: Compare
current financial condition and owner’s eq-
uity with previous years to discover any
trends, for example:

A. Has cash carryover increased or de-
creased?

B. Are the debts greater or less?
C. Is the owner’s equity greater or less?
D. Are accounts receivable greater or

less?
E. Are collection provisions being en-

forced?
F. Are reserve and other required funds or

accounts properly maintained?
III. Study the State of Income and Expendi-

tures for the Past Year: Compare it with the
budget for the past year and the same state-
ment for previous years.

A. Were rents or occupancy charges, sub-
sidies, and other monies collected sufficient
to produce the required revenues for planned
expenditures?

B. Were actual expenditures significantly
different from those budgeted?

C. Were the expenditures sufficient to
adequately maintain the project?

D. Were expenditures reasonable and typ-
ical for similar projects?

E. Were any essential items of mainte-
nance deferred during the past year?

F. Were payments made on authorized
debts in the proper amounts and on the dates
agreed to?

G. If the borrower is operating on a lim-
ited profit basis, did net cash return exceed
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the amount permitted in the loan agreement
or loan resolution?

H. Did the borrower charge late fees to
project accounts other than the Return on
Investment Account?

I. Were an excessive number of overage
charges paid by the project?

IV. Study the Budget for the next Year:
Compare it with the statement of income
and expenditures for the past year, taking
into consideration any known increase or de-
crease in operating expenses for the planned
year and the prevailing costs of doing simi-
lar business in the market area.

A. Are proposed expenditures adequate
for normal maintenance and operation of the
project?

B. Are proposed fees to be paid to firms
closely associated with the borrower and
their management agents typical, reason-
able, and earned for the services to be pro-
vided?

C. Does the budget make provision for fi-
nancing maintenance or energy conservation
measures/practices deferred from the pre-
vious year?

D. Does it provide for the required finan-
cial reserves?

E. Is planned revenue adequate to cover
planned expenditures?

F. Will the budget and planned operating
practices correct any deficiencies in the past
year’s operations?

V. Study the Audit Report: Compare it with
the audit from the previous year, noting any
significant changes affecting the borrower’s
operations. Exhibit A–1 of this subpart may
be used as a guide.

VI. Review the Energy Audit: Review the
most recent energy audit and the borrower’s
plan for implementation.

VII. Determine Whether or Not the Borrower
Has:

A. Maintained required financial records
and accounts, made required reports, sub-
mitted required financial audits or
verifications of review and taken appropriate
action to correct previously noted defi-
ciencies of such records, reports, audits or
verifications.

B. Renewed fidelity coverage and insur-
ance policies.

C. For borrowers with governing bodies.
1. Held regular board, committee, and

membership meetings.
2. Conducted the affairs along sound busi-

ness lines.
D. Made a change in any organizational

documents without FmHA or its successor
agency under Public Law 103–354 consent.

E. Made a change in the plans for man-
agement and operations of the project with-
out FmHA or its successor agency under
Public Law 103–354 consent.

F. Made a change in the membership or
interest in ownership without FmHA or its

successor agency under Public Law 103–354
consent.

VIII. Summary: Summarize major observa-
tions and decisions reached as the result of
the review and record on Form FmHA or its
successor agency under Public Law 103–354
1930–10, ‘‘Annual Multiple Family Housing
Project Review.’’

EXHIBIT A–1 TO SUBPART C—AUDIT
REPORT REVIEW GUIDE

I Purpose. To present a general guide for
use of Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 staffs in the review of inde-
pendent accountants’ audit reports in order
to obtain maximum benefit from these au-
dits. The procedures are designed to provide
uniformity in the audit review, improve loan
program servicing, and help to promote bet-
ter independent audits.

II General. FmHA or its successor agency
under Public Law 103–354 guidelines for inde-
pendent auditors are detailed in the booklet,
‘‘U.S. Department of Agriculture, Farmers
Home Administration or its successor agen-
cy under Public Law 103–354—Audit Pro-
gram’’ (hereinafter called Audit Program
and available in any FmHA or its successor
agency under Public Law 103–354 office). This
Audit Program, along with other instruc-
tions, is designed to protect the security of
Government loans. The review of the finan-
cial and financially related information in
the audits must be performed from a tech-
nical standpoint in a prompt manner so that
the facts and conclusions are readily avail-
able for analysis; only then can results be
used effectively for management purposes
and help to insure improved audit practices.

III Scope. The review should include:
A A determination of the adequacy of the

audit in relation to FmHA or its successor
agency under Public Law 103–354 regulations
and the Audit Program.

B Interpretation of information included
in the audit.

C Preparing a letter to the borrower on
any missing or adverse audit data.

D Informing appropriate FmHA or its
successor agency under Public Law 103–354
offices of review results and recommenda-
tions.

IV Review Procedures to Be Followed.
A General. The individual professional

judgment of the reviewer should be used at
all times. Considerations and decisions re-
quiring the exercise of judgment should be
used in the following:

1 Circumstances peculiar to the borrower.
2 Degree of importance attached to each

item questioned.
3 Number of exceptions.
4 Whether the exceptions relate to the

auditor’s work or the borrower’s records and
operations.
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5 If specific action is to be requested of
the borrower.

6 Whether or not the report, as a whole, is
acceptable.

B Review and Procedure.
1 Specific.
a Determine if the audit was performed

by a Certified Public Accountant (CPA) or a
Licensed Public Accountant (LPA) who was
licensed on or before December 31, 1970.

b Determine if the audit was conducted in
accordance with Government Auditing
Standards (1988 Revision), often referred to
as generally accepted government auditing
standards (GAGAS).

c Does the audit cover the most recent 12
months since the previous audit?

d Was the audit received within 90 days
after the borrower’s year end, or was an ex-
tension of up to an additional 30 days author-
ized by the Servicing Official, and if so, was
it met?

2 Evaluation checklist for audit reports. The
‘‘Evaluation Checklist for Audit Reports’’
which is attachment 1 of this exhibit is de-
signed to systematically record and reveal
the audit findings. Information tallied on
this form is a good indication of whether or
not additional contact(s) need to be made
with the borrower.

3 Previous audits and correspondence. Ref-
erence to the prior audit and any correspond-
ence concerning it can be most helpful in the
current review. Determine whether correc-
tions requested in the previous year have
been made, and whether the borrower has
complied with previous suggestions for im-
provement in the audit report.

C Preparing the audit review letter. After
completion of the ‘‘Evaluation Checklist for
Audit Reports’’ (attachment 1 of this ex-
hibit) and applying personal judgment, a de-
cision must be made on whether or not to
prepare an audit review letter similar to
that shown as attachment 2 of this exhibit.

1 If the audit fully complies with the
Audit Program and instructions, a letter is
not necessary.

2 If the audit substantially meets the re-
quirements and is lacking in only a few
points, ask the borrower to have the auditor
furnish this additional information.

3 Audits which are unacceptable should
be returned to the borrower for full compli-
ance, indicating the reasons and a timetable
for resubmitting.

ATTACHMENT 1—EVALUATION CHECKLIST FOR
AUDIT REPORTS

llllllllllllllllllllllll

State
llllllllllllllllllllllll

County
llllllllllllllllllllllll

Name of Borrower
llllllllllllllllllllllll

Address
llllllllllllllllllllllll

Case No.
llllllllllllllllllllllll

Name of Auditor
llllllllllllllllllllllll

Project No.
llllllllllllllllllllllll

Date of Audit Report
llllllllllllllllllllllll

Period Covered

Yes/no

llll

llll

llll

1. Auditor’s Opinion. (section G–1*).
(a) Unqualified.
(b) Qualified.
(c) No Opinion.

llll

llll

llll

llll

llll

2. Financial Statement. (section J–1*).
(a) Balance Sheet.
(b) Results of Operations.
(c) Statement of Cashflow (Changes in Finan-

cial Position).
(d) Statement of Changes in Retained Earn-

ings.
(e) Notes to the Financial Statements.

llll

3. Statement on Auditing Standards. (section
J–2*).

Audit Report contains a statement that the
audit was made in accordance with Gen-
erally Accepted Government Auditing Stand-
ards (GAGAS).

llll

4. Report on Compliance. (section J–3*).
The auditor should prepare a written report on

the tests of compliance with applicable laws,
regulations, loan covenants and agreement
and grant agreements. List significant compli-
ance findings:

llllllllll

llllllllll

llllllllll

llll

5. Report on Internal Controls. (Section J–4*).
The auditor’s report should assess the bor-
rower’s control risk including discussion on
the scope of the auditor’s assessment, sig-
nificant internal controls assessed, and any
material weaknesses of internal control
noted. List significant internal control find-
ings:

lllllllllll

lllllllllll

lllllllllll

lllllllllll

llll

6. Reporting Instances of Indication of Illegal
Acts. (Section J–5*). List any noted:

lllllllllll

lllllllllll

llll

7. Uncorrected Prior Audit Findings. (Section
J–6*). List:

llllllllllll

llllllllllll

llll

8. Was report received within 90 days after the
end of the borrower’s operating year or with-
in a 30 day extension?

llll

9. Was audit performed and signed by a CPA
or LPA? If by an LPA, verify that the LPA
was licensed on or before December 31,
1970.

*References to ‘‘Sections’’ indicate the ap-
propriate section in the FmHA or its suc-
cessor agency under Public Law 103–354
Audit Program booklet.
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ATTACHMENT 2—EXAMPLE AUDIT REVIEW
LETTER

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

Dear Borrower (or Borrower Representative):
We have reviewed your audit report for the

period llllll to llllll, prepared
by llllllllll on llllll. This
review was made in accordance with current
Farmers Home Administration (FmHA) or
its successor agency under Public Law 103–
354 regulations and the Audit Program enti-
tled ‘‘U.S. Department of Agriculture, Farm-
ers Home Administration or its successor
agency under Public Law 103–354-Audit Pro-
gram.’’ Based on this review, your audit:

1. ( ) Is acceptable. However, the auditor’s
recommendations concerning llllll

should be implemented prior to next year’s
audit.

2. ( ) Is acceptable but did not include
comparative-type financial statements as in-
dicated in Section J–1 of the Audit Program.
Please inform the auditor to prepare such
statements next year.

3. ( ) Is acceptable but was not submitted
within 90 days or an authorized delay of
llllll days after the end of the bor-
rower’s fiscal year. Please insure that next
year’s audit is forwarded before llllll.

4. ( ) Substantially meets all the require-
ments. However, the following items were
omitted as detailed in the Audit Program,
Section J, ‘‘Reporting Standards.’’ Please
have your auditor comment on the item(s)
circled and forward a copy to us. The circled
numbers correspond to the 6 items listed in
Section J of the August Program.

J–1 J–2 J–3 J–4 J–5 J–6

5. ( ) Is returned as unacceptable for the
following reason(s). Please have the auditor
prepare your audit in accordance with the
Audit Program.

a. [ ] It was prepared without audit.
b. [ ] The following financial statements

were omitted: (Audit Program, Section J–1)
[ ] Balance Sheet.
[ ] Results of Operations.
[ ] Statement of Cash Flow.
[ ] Statement of Changes in Retained

Earnings, or
[ ] Reconciliation of Owner’s or Partner’s

Equity.
[ ] The auditor’s opinion of Compliance.

(Audit Program, Section J–3).
[ ] The auditor’s opinion of internal con-

trol. (Audit Program, Section J–4).

llllllllllllllllllllllll

Servicing Official
This letter will be prepared in the Serv-

icing Office. A copy of the audit and the ap-
proval memorandum will be sent to the
State Office.

EXHIBIT B TO SUBPART C—MULTIPLE
HOUSING MANAGEMENT HANDBOOK

I Purpose: This exhibit prescribes the
Farmers Home Administration (FmHA) or
its successor agency under Public Law 103–
354 regulations, policies, and procedures for
management of Rural Rental Housing (RRH),
Rural Cooperative Housing (RCH), and Labor
Housing (LH) projects to be used by multiple
housing borrowers (owners) and applicants
and their management agents and site man-
agers. Several exhibits are included to pro-
vide guidance. These regulations are in-
tended to assist borrowers in the successful
operation of FmHA or its successor agency
under Public Law 103–354-financed rental and
cooperative projects.

II Definitions:
Adjusted annual income. This is the annual

income of the household members, who live
or propose to live in the unit for the next 12
months. (Households with a member perma-
nently confined to a hospital or nursing
home may choose to either include annual
income attributable to such person, less de-
ductions for which the person would qualify,
or exclude the annual income attributable to
such person and not take any deductions for
which the person would qualify.), excluding:

1 $480 for each member of the family re-
siding in the household (other than the ten-
ant, cotenant, member, or comember or
spouse of either, or foster children) who is
under 18 years of age; or who is 18 years of
age or older and is disabled, handicapped or
a full-time student. The student must carry
a subject load considered full-time by the
educational institution attended. This de-
duction does not apply to an unborn child in
the household.

2 $400 for any elderly family.
3 In the case of an elderly family, the

total of actual medical and/or handicap as-
sistance expenses paid in excess of 3 percent
of annual family income may be deducted. If
an elderly family has both medical and hand-
icap assistance expense, the 3 percent of an-
nual income must first be deducted from
handicap assistance and any remainder then
deducted from medical expenses.

a Total medical expense includes medical
expenses not covered by insurance that the
tenant or member anticipates incurring over
the 12 months following the effective date of
the certification, using past experience as a
guide.

b Examples of medical expenses are den-
tal expenses, prescription and nonprescrip-
tion medicines, medical insurance premiums
including medicare, eyeglasses, hearing aids
and batteries, medical related travel cost,
the cost of attendant care including a live-
in-resident assistant, monthly payments re-
quired on accumulated major medical bills
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including that portion of a household mem-
ber’s nursing home care paid from household
income(s).

NOTE: Premiums paid for nursing home in-
surance are not an allowable deduction un-
less a household member is housed at a nurs-
ing home and that person’s income is in-
cluded in the household income.)

c Handicap assistance includes reasonable
attendant care and auxiliary apparatus ex-
penses described as follows for each member
with handicaps of the family to the extent
needed to enable any family member (includ-
ing such member with handicaps) to be em-
ployed:

(1) That portion of attendant care attrib-
utable to specialized medical reasons (the
portion attributable to companionship is not
counted).

(2) Auxiliary apparatus including but not
limited to wheelchairs, oxygen equipment,
reading devices for the visually impaired,
and the cost of equipment added to cars and
vans to permit their use by the handicapped
or disabled family member proportionate to
the amount of use by such persons.

4 In the case of any nonelderly family,
total handicap assistance expense in excess
of 3 percent of annual family income may be
deducted:

a For any handicap assistance expense de-
scribed in paragraph 3 c of this definition
that is anticipated to occur over the 12
months following the effective date of the
certification, using past experience as a
guide, to the extent needed to enable any
family member (including the handicapped
or disabled family member) to be employed.

b The amount of deduction may not ex-
ceed the LESSER of the amount by which
total expenses for handicap assistance ex-
ceed 3 percent of annual family income, or
the amount of income received by adult
members from such employment.

5 The amounts paid by the family for the
care of minors under 13 years of age may be
deducted only to the extent such expenses
are not reimbursed. In the case of families
assisted by American Indian housing au-
thorities, the amount will be the greater of
child care expenses; or excessive travel ex-
penses, not to exceed $25 per family per
week. Deductions for these expenses are per-
mitted only when such care is necessary to
enable a family member to further his or her
education or to be gainfully employed, in-
cluding the gainful employment of the dis-
abled or handicapped family member. When
the deduction is to enable gainful employ-
ment the amount may not exceed the
amount of income received from such em-
ployment. When the deduction is to facili-
tate further education, the amount must not
exceed a sum reasonably expected to cover
class time and travel time to and from class-
es. The tenant file must contain justifying
documentation. (Child support payments

made on behalf of a minor child who does not
reside in the unit may not be deducted as a
child care expense).

Adjusted monthly income. This is the
amount obtained by dividing the adjusted
annual income by 12.

Annual income. Annual income is the an-
ticipated total amount of income to be re-
ceived by all members of the household (even
if temporarily absent) to be in residence dur-
ing 12 months following the effective date of
Form FmHA or its successor agency under
Public Law 103–354 1944–8, ‘‘Tenant Certifi-
cation.’’

1 Income Included. The following are in-
cluded when determining annual income:

a The gross amount (before any deduc-
tions) of wages and salaries, overtime pay,
commissions, fees, tips, and bonuses reason-
ably expected to be received by all members
of the household.

b The net income reasonably expected to
be received from operations of a business or
profession or from rental of real or personal
property. Expenditures for business expan-
sion or amortization of indebtedness are not
considered in the computation of net in-
come. Net losses will be computed as zero.
Deductions from gross business or rental in-
come to arrive at net income may be made in
the same manner as outlined in Internal
Revenue Service (IRS) regulations for the
exhaustion, wear and tear, and obsolescence
of depreciable property used in the trade or
business of the adult household members
under the straight line method of deprecia-
tion. An itemized schedule must be provided
in support of any deductions from gross in-
come made under the provisions of this sec-
tion. The schedule should be consistent with
the amount of depreciation permitted for
these items for Federal income tax purposes
under the straight line method of deprecia-
tion.

c Interest, dividends, and other received
income as defined under net family assets in
this paragraph. On contracts for sale of real
estate, deeds of trust, or mortgages held by
the applicant, tenant or member, only the
interest portion of the monthly or annual
payments received by the applicant, tenant
or member is included as income.

d The gross amount of periodic payments
from Social Security (including Social Secu-
rity payment received by adults on behalf of
minors or by minors intended for their own
support), annuities, insurance policies, re-
tirement funds, pensions, disability or death
benefits (except lump sum settlements), and
other similar types of periodic receipts.

e Payments received in lieu of earnings,
such as unemployment and disability com-
pensation, worker compensation, and sever-
ance pay.

f Periodic and determinable allowances,
such as alimony and child support payments,

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00220 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



221

RHS, RBS, RUS, FSA, USDA Pt. 1930, Subpt. C, Exh. B

which the applicant, tenant or member can
reasonably expect to receive.

g Regularly recurring contributions or
gifts received from persons not residing in
the dwelling.

h Any amount of education grants or
scholarships or Veterans Administration
benefits expected to be received on behalf of
tenant, cotenant, member, or comember, ap-
plicant, or other adult that exceeds attend-
ance expenses for tuition, fees, books, and
equipment to include materials, supplies,
transportation, and miscellaneous personal
expenses of the student (i.e., that portion of
benefits received for ‘‘room and board’’).

i All regular pay, separation pay, special
pay (except hazard duty pay for persons ex-
posed to hostile fire), and allowances of a
member of the armed forces who is head of
the family or spouse, whether or not that
family member lives in the unit.

j Payment received from an adoption in-
centive program to compensate support of a
minor child legally adopted by the tenant
household.

k Public assistance.
(1) A public assistance payment that DOES

NOT designate an amount specifically for
rent and utilities shall be counted entirely
as income.

(2) A public assistance payment, when ad-
ministered ‘‘as-paid’’ by the public assist-
ance agency, DOES designate a specific
amount for rent and utilities and may adjust
(or ratably reduce) that amount based upon
what the family is currently paying for those
items (only one ratable reduction will be
permitted). The SUM of the ratably reduced
amount for rent and utilities and the
amount for subsistence and other needs shall
be counted as income.

(3) Example: The public agency’s published
schedule shows a monthly maximum of $180
for rent and utilities for a particular size
family. The public assistance agency has
verified that the family will receive $220
monthly for subsistence and other needs. If
the agency does not apply a ratable reduc-
tion, $400 per month ($180 + $220) will be in-
cluded in annual income. If the agency ap-
plies a ratable reduction (e.g., 20 percent) an-
nual income will be computed as shown
below:

Public assistance (P.A.) rent Income

$180 maximum allowed for
housing.

$220 basic needs

+144 P.A. rent
×.80 P.A. adjustment factor ... $364 mthly income
$144 monthly P.A. rent .......... ×12 months

*$4,368 annual income

* Shown on line 17 f of part IV of Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–8.

2 Income Exempted. The following are not
included in annual income:

a Income of dependent minors (including
foster children) under 18 years of age except
as specified under 1d of the definition of an-
nual income in this paragraph. (Tenant, co-
tenant, member or comember, or spouse of
either may never be considered minors.)

b In the case of contracts for sale of real
estate, mortgages or Deeds of Trust held by
the tenant, cotenant, member, or comember,
the principal portion of the payments re-
ceived by the tenant, cotenant, member, or
comember.

c The value of the allotment provided to
an eligible household under the Food Stamp
Act of 1977.

d Payments received for the care of foster
children.

e Temporary, nonrecurring, or sporadic
income (including gifts).

f Lump-sum additions to family assets
such as inheritances; capital gains; insur-
ance payments included under health, acci-
dent, hazard, or worker compensation poli-
cies, and settlements for personal or prop-
erty losses.

g Amounts which are granted specifically
for, or in reimbursement of, the cost of med-
ical expenses for any household member.
Medical expenses may include those expenses
incurred by disabled or handicapped resi-
dents so that they may maintain independ-
ence in living (e.g., attendant care).

h Amounts of education scholarships paid
directly to the student or to the educational
institution, and amounts paid by the Gov-
ernment to a veteran for use in meeting the
attendance costs of tuition, fees, books, and
equipment to include materials, supplies,
transportation, and miscellaneous personal
expenses of the student. Any amounts of
such scholarships or veterans payments,
which are not used for above purposes and
are available for subsistence and shelter, are
considered to be income of tenant, cotenant,
member, comember, or applicant.

i Student loans.
j The special hazard duty pay to a house-

hold member serving in the Armed Forces
away from home, who is exposed to hostile
fire.

k Payments received pursuant to partici-
pation in the following programs:

(1) Programs under the Domestic Volun-
teer Service Act of 1973 including, but not
limited to, the National Older Americans
Volunteer Programs of the Federal Action
Agency for persons age 60 and over including
the:

(i) Retired Senior Volunteer Program.
(ii) Foster Grandparent Program.
(iii) Senior Companion Program.
(iv) Older American Committee Service

Program.
(2) National Volunteer Antipoverty Pro-

grams such as Volunteers in Service to
America, Peace Corps, Service Learning Pro-
gram and Special Volunteer Programs.

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00221 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



222

7 CFR Ch. XVIII (1–1–02 Edition)Pt. 1930, Subpt. C, Exh. B

(3) Small Business Administration Pro-
grams such as the National Volunteer Pro-
gram to Assist Small Business and Promote
Volunteer Service to Persons with Business
Experience, Service Corps of Retired Execu-
tives and Active Corps of Executives and,

(4) Title V—Community Service Employ-
ment for Older Americans which include:

(i) Senior Community Service Employment
Program

(ii) National Caucus Center on Black Aged
(iii) National Urban League
(iv) Association National Pro Personas

Mayors
(v) National Council on Aging
(vi) American Association of Retired Per-

sons
(vii) National Council of Senior Citizens
(viii) Green Thumb.
(5) Payments received from a State or

local low income energy assistance program.
l Relocation payments made pursuant to

title II of the Uniform Relocation Assistance
and Real Property Acquisition Policies Act
of 1970.

m Payments received under the Alaska
Native Claims Settlement Act.

n Income derived from certain submar-
ginal land of the United States that is held
in trust for certain Indian tribes.

o Payments or allowances made under the
Department of Health and Human Services
Low-Income Home Energy Assistance Pro-
gram.

p That portion of tenant income paid
from the Job Training Partnership Act,
whether paid directly or through the em-
ployer.

q Income derived from the disposition of
funds of the Grand River Bank of Ottawa In-
dians.

r The first $2,000 of per capital shares re-
ceived from judgment funds awarded by the
Indian Claims Commission or the Court of
Claims, or from funds held in trust for an In-
dian tribe by the Secretary of Interior.

s Any funds which a Federal statute
specifies must not be used as the basis for de-
nying or reducing Federal financial assist-
ance or benefits to which the recipient would
otherwise be entitled. (Note: The Depart-
ment of Housing and Urban Development
(HUD) periodically publishes a notice in the
FEDERAL REGISTER identifying the programs
and benefits that qualify for this exemption.)

t Income of a resident assistant, as de-
fined in this paragraph.

u Amounts received under training pro-
grams funded by HUD.

v Amounts received by a disabled person
(including a sight impaired person) that are
disregarded for a limited time for purposes of
Supplemental Security Income eligibility,
and benefits because they are set aside for
use under a Plan to Attain Self-Sufficiency.

w Amounts received by a participant in
other public assisted programs which are

specifically for or in reimbursement of out-
of-pocket expenses incurred (special equip-
ment, clothing, transportation, child care,
etc.) and which are made solely to allow par-
ticipation in a specific program.

x Gifts, payments, or credits provided by
the borrower for the same purposes as inter-
est credit or rental assistance for the benefit
of residents in accordance with an FmHA or
its successor agency under Public Law 103–
354 approved budget when needed to alleviate
or avoid financial distress in a project for a
temporary specified time period identified by
FmHA or its successor agency under Public
Law 103–354.

y Interest accrual to an annuity that can-
not be withdrawn due to the terms of the an-
nuity or its being under the control of oth-
ers.

z Payments received after January 1, 1989,
from the Agent Orange Settlement Fund or
any other fund established pursuant to the
settlement in the IN RE Agent Orange prod-
uct liability litigation, M.D.L. No. 381
(E.D.N.Y.)

aa Payments received under the Maine
Indian Claims Settlement Act of 1980 (Public
Law (Pub. L.) 96–420, 94 Stat 1785).

bb Earned Income Tax Credit Refund Pay-
ments

cc Redress payments received by Japanese
American internment camp survivors.

dd Reparations paid by foreign govern-
ments arising out of the Holocaust.

ee Deferred periodic payments received in
a lump sum from SSI and Social Security.

Borrowers. ‘‘Borrowers’’ means owners who
may be individuals, partnerships, coopera-
tives, trusts, public agencies, private or pub-
lic corporations, and other organizations and
have received a loan or grant from FmHA or
its successor agency under Public Law 103–
354 for LH, RRH, RCH, or Rural Housing Site
(RHS) purposes.

Caretaker. The individual(s) employed by
the borrower or the management agent to
handle normal interior and exterior mainte-
nance and upkeep of the project as specified
in the management plan.

Cash value of assets. Current market value
less cost to convert assets to cash.

Chore service worker. An individual who
provides intermittent assistance essential to
the well being of household members whose
services are compensated by a Federal,
State, or local assistance program. A chore
service worker will not be a resident of the
household living unit.

Congregate Housing. Residential housing for
persons or families who are elderly or have
handicaps or disabilities, consisting of pri-
vate apartments and central dining facilities
in which a number of specific pre-established
services are provided to tenants (short of
those services provided by a health care fa-
cility that provides health related care and
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services recognized by the medicaid pro-
gram). Tenants requiring additional services
not provided by the facility will acquire
them or provide for them within their own
financial, familial, or social resources.

Domestic farm laborers. Persons who receive
a substantial portion of their income as la-
borers on farms in the United States, Puerto
Rico, or the Virgin Islands and either are
citizens of the United States, or reside in the
United States, Puerto Rico, or the Virgin Is-
lands after being legally admitted for perma-
nent residence, and may include the imme-
diate families of such persons, including re-
tired or disabled domestic farm laborers as
defined in subpart D of part 1944 of this chap-
ter.

Elderly (senior citizen). A person who is at
least 62 years old. The term elderly (senior
citizen) also means individuals with handi-
caps or disabilities as separately defined in
this paragraph, regardless of age.

Elderly family. A household where the ten-
ant, cotenant, member, or comember (indi-
vidual) is at least 62 years old, disabled or
handicapped as defined separately in this
paragraph. An elderly family may include a
person(s) younger than 62 years of age who is
essential to the care and well being of the
person who is elderly or has handicaps or dis-
abilities. (To receive an elderly family de-
duction, the person who is elderly, or has
disabilities or handicaps must be the tenant
or cotenant or member or comember.)

Eligibility income. The calculated adjusted
annual income which is compared to the in-
come limits in exhibit C of subpart A of part
1944 of this chapter (available in any FmHA
or its successor agency under Public Law
103–354 office).

Familial status. This term means one or
more individuals (who have not attained the
age of 18 years) being domiciled with a par-
ent or another person having legal custody
of such individual or individuals; or the des-
ignee of such parent or other person having
such custody; with the written permission of
such parent or other person. The protection
against discrimination afforded by familial
status shall apply to any person who is preg-
nant or is in the process of securing legal
custody of any individual who has not at-
tained the age of 18 years.

Forms Manual Insert (FMI). A type of direc-
tive which includes a sample of the form and
complete instructions for its preparation,
use, and distribution.

Group home. Housing that is occupied by
individuals who are elderly, or have handi-
caps or disabilities sharing living space with-
in a rental unit in which a group home resi-
dent assistant may be required.

Household. One or more persons who main-
tain or will maintain residency in one rental
or cooperative unit, but not including a resi-
dent assistant or chore service worker.

Individual with disability. A person is con-
sidered disabled if the person meets the cri-
teria or either of the following:

1 The person has an inability to engage in
any substantial gainful activity, but with
use of auxiliary apparatus can otherwise par-
ticipate in gainful activity, by reason of any
medically determinable physical or mental
impairment, where the disability:

a Has lasted or can be expected to last for
a continuous period of not less than 12
months, or which can be expected to result
in death, and

b Substantially impedes the ability to
live independently, and

c Is of such a nature that such ability
could be improved by more suitable housing
conditions, or

d In the case of a sight impaired person
who is at least 55 years old (within the mean-
ing of sight impairment as determined in
section 223 of the Social Security Act), is un-
able, because of the sight impairment, to en-
gage in substantial gainful activity in which
he/she has previously engaged with some reg-
ularity over a substantial period of time.

e Receipt of veteran’s or Social Security
Disability payments benefits for disability,
whether service-oriented or otherwise does
not automatically establish disability.

2 The person has a developmental dis-
ability; a severe, chronic disability which;

a Is attributable to a mental or physical
impairment or combination of mental or
physical impairment; and

b Was manifested before age 22; and
c Is likely to continue indefinitely; and
d Results in substantial functional limi-

tations in three or more of the following
areas of major life activity:

(1) Self care
(2) Receptive and expressive language
(3) Learning
(4) Mobility
(5) Self-direction
(6) Capacity for independent living
(7) Economic self-sufficiency
e Reflects the person’s need for a com-

bination and sequence of special, inter-
disciplinary or generic care, or treatment, or
for other services which are of lifelong or ex-
tended duration and are individually planned
and coordinated.

Individual with handicap.
1 A person with a physical or mental im-

pairment, that:
a Is expected to be of long-continued and

indefinite duration; and
b Substantially impedes the person or is

of such a nature that the person’s ability to
live independently could be improved by
more suitable housing conditions.

2 The term handicap further means, with
respect to a person, a physical or mental im-
pairment which substantially limits one or
more major life activities; a record of such
an impairment; or being regarded as having
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such an impairment. THIS TERM DOES NOT
INCLUDE CURRENT ILLEGAL USE OF OR
ADDICTION TO A CONTROLLED SUB-
STANCE. As used in this definition:

a Physical or mental impairment in-
cludes:

(1) Any physiological disorder or condition,
cosmetic disfigurement, or anatomical loss
affecting one or more of the following body
systems: neurological; musculoskeletal; spe-
cial sense organs; respiratory, including
speech organs; cardiovascular; reproductive;
digestive; genito-urinary; hemic and lym-
phatic; skin; and endocrine; or

(2) Any mental or psychological disorder,
such as mental retardation, organic brain
syndrome, emotional or mental illness, and
specific learning disabilities. The term
‘‘physical or mental impairment’’ includes,
but is not limited to, such diseases and con-
ditions as orthopedic, visual, speech and
hearing impairments, cerebral palsy, autism,
epilepsy, muscular dystrophy, multiple scle-
rosis, cancer, heart disease, diabetes, human
immunodeficiency virus (HIV) infection, ac-
quired immunodeficiency syndrome (AIDS),
mental retardation, emotional illness, drug
addiction (other than addiction caused by
current, illegal use of a controlled sub-
stance), and alcoholism.

b Major life activities means functions
such as caring for one’s self, performing
major tasks, walking, seeing, hearing, speak-
ing, breathing, learning, and working.

c Has a record of such an impairment
means has a history of, or has been
misclassified as having a mental or physical
impairment that substantially limits one or
more major life activities.

d Is regarded as having an impairment
means:

(1) Has a physical or mental impairment
that does not substantially limit one or
more major life activities but that is treated
by another person as constituting such a
limitation;

(2) Has a physical or mental impairment
that substantively limits one or more major
life activities only as a result of the atti-
tudes of others toward such impairment; or

(3) Has one of the impairments defined in
paragraph 2 a (1) and 2 a (2) of this definition
but is treated by another person as having
such an impairment.

LH. Means Farm labor housing loans and/
or grants.

Limited equity. The amount of funds which
have accumulated in the cooperative mem-
ber’s patronage capital account and as fur-
ther described in subpart E of part 1944 of
this chapter.

Low-income household. A household having
an adjusted annual income not exceeding the
maximum low-income limit stated in exhibit
C of subpart A of part 1944 of this chapter
which is periodically updated (available in

any FmHA or its successor agency under
Public Law 103–354 Office).

Management agent. The firm or individual
engaged by the borrower and charged with
the responsibility to manage the project in
accordance with a written agreement.

Management agreement. The written agree-
ment between the borrower and management
agent setting forth the management agent’s
responsibilities and fees for management
services.

Management fee. The compensation for pro-
viding overall management services for a
Multiple Family Housing (MFH) project as
described in the management plan. The fee is
compensation for the time, expertise, and
knowledge required to direct and oversee the
present and future operation of the project.
A management fee does not include the com-
pensation paid to a site manager.

Management plan. The primary manage-
ment charter constituting a comprehensive
description of the detailed policies and pro-
cedures to be followed in managing a project.

Management reserve. That portion of the co-
operative occupancy charge which is des-
ignated for payment of professional manage-
ment services.

Member/comember. A person(s) who has exe-
cuted documents pertaining to a cooperative
housing type of living arrangement and has
committed himself/herself to upholding the
cooperative concept.

Migrant. A domestic farm laborer who
works in any given local area on a seasonal
basis and relocates his or her place of resi-
dence as farm work is obtained in other
areas during the year.

Minor. A person who is a Dependent of the
tenant, cotenant, member or comember
under 18 years of age. A dependent person
age 18 or older who is a full-time student is
treated as a minor.

Moderate-income household. A household
having an adjusted annual income within the
maximum moderate-income limit stated in
exhibit C of subpart A of part 1944 of this
chapter (available in any FmHA or its suc-
cessor agency under Public Law 103–354 Of-
fice).

Net family assets.
1 Net family assets include cash on hand

and the value of savings, certificates of de-
posit, and dollars in checking accounts re-
ported as ‘‘cash on hand.’’ It will be such
amounts reported on the day of third party
verification. This definition also includes the
net cash value of real property, cash value of
whole life insurance policies, IRAs, market
value of bonds and other forms of capital, or
personal property held as investments, irre-
spective of location, minus debts against
them, minus cost of converting such assets
to cash. Examples of conversion costs are
penalties for early withdrawal, broker/legal
fees assessed to sell an asset, and settlement
costs for real estate transactions.
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2 Net family assets also include the value
of equity of any business or household assets
disposed of by a member of the household for
less than fair market value (including dis-
position in trust, but not in a foreclosure or
bankruptcy sale) in excess of the consider-
ation received therefrom during the 2 years
preceding the effective date of certification/
recertification. In the case of a disposition as
part of a divorce settlement, the disposition
shall not be considered to be for less than
fair market value if the household member
receives important consideration not meas-
urable in dollar terms.

3 Income from net family assets which is
included in annual income is determined as
follows:

a If net family assets equal $5,000 or less,
annual income includes the actual income
derived from the net family assets.

b If net family assets exceed $5,000, an-
nual income includes the greater of:

(1) Actual income derived from all net fam-
ily assets, or

(2) A percentage of the cash value of such
assets based on the Bank Passbook annual
savings rate.

4 Net family assets exclude:
a Interests in Indian trust land.
b The value of necessary items of personal

property such as furniture and auto-
mobile(s), and the debts against them.

c The assets that are a part of the busi-
ness, trade, or farming operation in the case
of any member of the household who is ac-
tively engaged in such operation.

d The value of a trust fund (i.e., for a
minor or a legally incompetent household
member) that has been established and the
trust is not revocable by, or under the con-
trol of, any member of the household, so long
as the fund continues to be held in trust.

e A vehicle specially equipped for the
handicapped.

f Face value of life insurance policies.
g A cooperative member’s patronage cap-

ital in the housing cooperative unit in which
the family resides.

h Prepaid funerary arrangements and ex-
penses.

i Retirement funds not accessible for
withdrawal by a household member.

j Assets legally owned but not accessible
or that accrue income to someone else.

k Savings accounts of dependent minors
when such accounts are under the minor’s
social security number.

New housing. Newly constructed or sub-
stantially rehabilitated RRH, RCH, or LH
project financed by FmHA or its successor
agency under Public Law 103–354. For new
construction rental assistance (RA) pur-
poses, it further means before any units are
occupied.

Nonprofit corporation. A corporation which
is organized and operated for purposes other
than making gains or profits for the corpora-

tion or its members; is legally precluded
from distributing to its members any gains
or profits during its existence; and in the
event of its dissolution, is legally bound to
transfer its net assets to a nonprofit corpora-
tion of a similar type or to a public corpora-
tion which will operate the housing for the
same or similar purposes.

Occupancy charge. The amount of money
charged a cooperative member to cover his/
her proportionate share of the cooperative’s
operating costs and cash requirements.

Operational housing. A completed RRH,
RCH, or LH project financed by FmHA or its
successor agency under Public Law 103–354
which has been opened for occupancy and has
at least been partially occupied by tenants
or members.

Overage. The portion of a tenant’s or mem-
ber’s net contribution to shelter cost that
exceeds basic rent.

Pet. A commonly accepted domesticated
household animal (i.e., dog, cat, bird, etc.)
owned or kept by a tenant or member.

Profit basis. Applies to an individual or or-
ganizational applicant who will operate the
housing at rental rates low- and moderate-
income nonelderly or nonhandicapped per-
sons, and/or elderly and persons with handi-
caps of any income can afford, where return
on initial investment is not limited to a cer-
tain percentage per year.

Project. A project is the total number of
rental or cooperative housing units that are
operated under one management plan with
one loan agreement/resolution.

RCH means Rural Cooperative Housing
Loans.

Rental agent. The individual responsible for
the leasing of the units. If other than the
borrower, this individual may be hired by
the borrower or the management agent as
specified in the management plan.

Rental assistance (RA). RA, as used in this
exhibit, is the portion of the approved shel-
ter cost paid by FmHA or its successor agen-
cy under Public Law 103–354 to compensate
for the difference between the approved shel-
ter cost and the monthly tenant contribu-
tion as calculated according to paragraph IV
of this exhibit. When the monthly gross ten-
ant contribution is less than the approved
utility allowance which is billed directly to
and paid by the tenant, the owner will pay
the tenant that difference according to para-
graph IX A 2 of exhibit E of this subpart. RA
used in cooperative housing will be cal-
culated in the same manner.

Resident assistant. A person(s) residing in a
tenant’s housing unit who is essential to the
well-being and care of the person(s) who are
elderly or have handicaps or disabilities re-
siding in the unit, but is not obligated for
the person’s financial support and would not
be living in the unit except to provide the
needed support services. While the resident
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assistant may be a family member, the resi-
dent assistant may not be a dependent of the
household for tax purposes and is not subject
to the eligibility requirements of a tenant or
member. A resident assistant is not a chore
service worker. A resident assistant may
function in any type of housing affected by
this subpart.

RHS means Rural Housing Site loans.
RRH means Rural Rental Housing loans.
Service agreement. A written agreement be-

tween the borrower and a service provider
detailing the specific service to be provided,
the cost of the service, and the length of
time the service will be provided.

Service plan. A written plan describing how
services will be provided to a FmHA or its
successor agency under Public Law 103–354 fi-
nanced project. At a minimum, the plan
must specify the services to be provided, the
frequency of the services, who will provide
the services, how tenants will be advised of
the availability of services, and the staff
needed to provide the services.

Shelter cost. Consists of basic or note rate
rent plus utility allowance when used. Basic
or note rate rent must be shown on the
project budget for the year and approved ac-
cording to paragraph XII of this exhibit.
Utility allowances, when required, must be
determined and approved according to part
1944, subpart E, exhibit A –6, of this chapter.
Any changes in rental rates or utility allow-
ances must be processed according to exhibit
C of this subpart. The shelter cost in a coop-
erative housing project will consist of occu-
pancy charge plus utility allowance.

Site manager. The individual employed by
the borrower or the management agent who
lives at or near the project site and is re-
sponsible for the day-to-day operations of
the project. A site manager residing at the
project site may also be referred to as a resi-
dent manager. A site manager is not an
‘‘independent contractor.’’

Tenant contribution. The portion of the ap-
proved shelter cost paid by the tenant house-
hold (tenant rent). For tenants not receiving
HUD Section 8, this amount will be cal-
culated according to Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
8. For tenants receiving HUD Section 8, this
will be the amount referred to on HUD Form
50059, ‘‘Certification and Recertification of
Tenant Eligibility,’’ (or other HUD approved
Form), as family contribution. The propor-
tion of tenant income and adjusted income
paid as the tenant contribution will vary ac-
cording to the type of subsidy provided to
the household.

Tenant/cotenant. A person(s) who has signed
a lease and is, or will be, an occupant of a
unit in an RRH or LH project.

Utility allowance. A monetary allowance
used by a tenant or member to pay the util-
ity cost portion of their total shelter cost

when such amounts are not otherwise in-
cluded in project rents or occupancy charges.

Very low-income household. A household
having an adjusted annual income within the
maximum very low-income limit stated in
exhibit C of subpart A of part 1944 of this
chapter (available in any FmHA or its suc-
cessor agency under Public Law 103–354 of-
fice).

III Borrower Responsibilities:
A General. All borrowers are responsible

for:
1 Understanding the distinction between

FmHA or its successor agency under Public
Law 103–354 supervised credit and the credit
provided by other Federal, State, or conven-
tional loans.

2 Meeting the objectives for which the
loan and/or grant was made and complying
with the respective program requirements.

3 Understanding the unique characteris-
tics and function of their particular type of
borrower entity as provided by charter, arti-
cles of incorporation, by-laws, and/or stat-
ute.

4 Assuring that a site manager or contact
person is in close proximity to their MFH
project.

5 Complying with the provisions of their
security instruments and any directive
issued by FmHA or its successor agency
under Public Law 103–354.

6 Following the approved management
plan and reporting to FmHA or its successor
agency under Public Law 103–354 any changes
to the management plan for prior consent,
and when appropriate, reporting and obtain-
ing FmHA or its successor agency under
Public Law 103–354 prior consent to any
change of management agent.

B Borrowers without a loan agreement. Un-
less otherwise specified, these borrowers are
exempt from the requirements of this sub-
part, except for exhibit C of this subpart, as
long as the borrower is not in default of any
program requirement, security instrument,
payment, or any other agreement with
FmHA or its successor agency under Public
Law 103–354. However, except for LH bor-
rowers not charging for on-farm labor hous-
ing, these borrowers must provide evidence
of tenant eligibility.

C Borrowers with a loan and/or grant agree-
ment in a multiple unit project. These bor-
rowers are responsible for meeting the re-
quirements and conditions of their agree-
ment/resolution and the requirements of this
subpart.

D Borrowers with governing bodies. The
elected or appointed officials comprising the
governing body of the borrower are respon-
sible for:

1 Maintaining records of all current mem-
bers and maintaining membership at the re-
quired level.

2 Holding meetings as required by the or-
ganizational documents, and as otherwise
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necessary, to provide proper control and
management of its operations, and to keep
the membership informed.

3 Coordinating and monitoring activities
of established cooperative committees.

E Borrowers with a membership. Members
of a membership type borrower are respon-
sible for full support of the project and oper-
ation by:

1 Promptly paying any dues, fees, and
other required charges.

2 Electing responsible officials.
3 Complying with organization rules and

regulations.
4 Participating in annual and special

meetings.
5 Participating in established cooperative

committees to which they have voluntarily
accepted assignment.

6 Carrying out duties and services nec-
essary to maintain the cooperative property
for which they have voluntarily accepted as-
signment.

F Delegation of responsibility and authority.
The borrower may delegate or assign man-
agement responsibilities to a property man-
ager such as a management agent, a site
manager, or as appropriate, a caretaker. Del-
egations or assignments of duties and re-
sponsibility will be included in written docu-
ments such as management agreements and
job descriptions. FmHA or its successor
agency under Public Law 103–354 will hold
the borrower ultimately responsible for man-
agement of the project. FmHA or its suc-
cessor agency under Public Law 103–354 may
require a borrower to change the plan of
project management and/or make appro-
priate redelegations of project management
responsibility to achieve program objectives.

IV Rent Subsidy Opportunities: The avail-
able subsidy programs should be considered
at the time of developing a project proposal
and during project operation as they may be
available to meet the tenants’ needs. Con-
gregate type services such as meals, limited
homecare, medical, transportation, and so-
cial activities are not included in these sub-
sidy programs. The subsidy programs are as
follows:

A FmHA or its successor agency under Pub-
lic Law 103–354 Interest Credit—RRH and RCH
Loans. Regulations are contained in exhibit
H to this subpart and include:

1 Plan I—Only those borrowers who re-
ceived this type of interest subsidy prior to
October 27, 1980, may continue to utilize this
Interest Credit Plan. Those broadly-based
nonprofit corporations and consumer co-
operatives may continue operating under
this plan provided:

a Occupancy is limited to very-low or
low-income non-elderly; very low-, low- and
moderate-income person(s) who are elderly
or have disabilities or handicaps.

b Budgets and rental rates are based on a
3 percent loan amortization.

2 Plan II—This interest subsidy is avail-
able to broadly-based nonprofit corporations,
consumer cooperatives, State or local public
agencies, or to other organizations and indi-
viduals operating on a limited profit basis.

a Occupancy is limited to very-low, low-
and moderate-income persons except as
noted in paragraph VI D 2 i of this exhibit.

b Budgets are prepared showing two rent-
al or occupancy charge rates, basic and note
rate. The minimum (basic) rate for persons
not receiving rental assistance is based on a
1 percent subsidized rate. The maximum note
rate is based on the loan amortized at the in-
terest rate shown in the promissory note.

c Tenant’s or member’s contribution for
shelter cost, calculated according to the FMI
for Form FmHA or its successor agency
under Public Law 103–354 1944–8, may not ex-
ceed the highest of:

(1) Thirty percent of monthly adjusted in-
come, or

(2) Ten percent of gross monthly income,
or

(3) If the household is receiving payment
for public assistance from a public agency,
the portion of such payments which is spe-
cifically designated by that agency to meet
the household’s shelter costs (see example in
1k of the definition of annual income in
paragraph II of this exhibit), or

(4) The basic rent or occupancy charge
when no RA is available from FmHA or its
successor agency under Public Law 103–354.

d RRH borrowers whose loans were ap-
proved on or after August 1, 1968, may con-
vert from Plan I to Plan II. When they are
presently a full profit operation, they may
convert to Plan II by executing a new or
amended loan resolution or loan agreement
and an interest credit and RA agreement ac-
cording to exhibit H of this subpart.

e RRH borrowers with Plan I Section 8 in-
terest credit agreements may change to Plan
II when the 1 percent or 2 percent interest
reduction is insufficient for the HUD con-
tract rent to meet budgeting needs. The
change of interest credit plan will be ap-
proved in accordance with paragraph VII B
of exhibit C of this subpart (available at any
FmHA or its successor agency under Public
Law 103–354 office). A new Form FmHA or its
successor agency under Public Law 103–354
1944–7, ‘‘Multiple Family Housing Interest
Credit and Rental Assistance Agreement,’’ is
required.

B Rental assistance (RA) program—FmHA or
its successor agency under Public Law 103–354.
This is a subsidy program available to RRH,
RCH, and LH borrowers to assist very-low
and low-income tenants and members in pay-
ing their shelter cost. RA is not authorized
for tenants or members whose adjusted in-
come is initially above the low-income level.
RA is not available to LH borrowers who are
individual farmowners, partnerships, family
corporations, or an association of farmers.
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RRH borrowers with loans approved on or
after August 1, 1968, must be operating
under, or change to, Interest Credit Plan II
to receive RA. Full profit borrowers may uti-
lize RA by converting to a limited profit op-
eration. The provisions of the RA program
are covered in detail in exhibit E of this sub-
part.

C HUD project based Section 8 and tenant
based Section 8 Rental Certificate or Rental
Voucher Program. These subsidy programs are
administered by HUD or others authorized to
administer the program such as State Hous-
ing Finance Agencies or the local public
housing agency. Projects operating under
the Memorandum of Understanding between
FmHA or its successor agency under Public
Law 103–354 and HUD (available at the FmHA
or its successor agency under Public Law
103–354 National Office, Washington, DC
20250) will also be subject to the require-
ments of the Housing Assistance Payments
Contract executed by the borrower. Projects
accepting tenants utilizing Section 8 rental
certificates or rental voucher assistance as-
signed by a local public housing agency will
also comply with any requirements imposed
by such agency. However, in all cases, ten-
ants receiving section 8 assistance must
meet the eligibility requirements specified
in paragraph VI D of this exhibit. Require-
ments that conflict with FmHA or its suc-
cessor agency under Public Law 103–354 re-
quirements should be referred to the Serv-
icing Official for guidance. (Generally, the
most restrictive HUD or FmHA or its suc-
cessor agency under Public Law 103–354 re-
quirements or limitations will apply.)

D State provided subsidy. This is a subsidy
program provided and funded by some States
and available to RRH borrowers to assist
tenants on approximately the same basis as
the FmHA or its successor agency under
Public Law 103–354 RA Program. The assist-
ance is in accordance with a CONTRACT be-
tween the borrower and the State and con-
curred in by FmHA or its successor agency
under Public Law 103–354.

E Privately provided subsidy. This is a sub-
sidy program whereby the project owner(s)
or others enter into an Agreement with
FmHA or its successor agency under Public
Law 103–354 to provide and fund subsidy to
tenants of the project on approximately the
same basis as the FmHA or its successor
agency under Public Law 103–354 RA Pro-
gram. In some instances, the agreement may
include a limit on the number of units and a
Per Unit Ceiling on the amount of assist-
ance. Privately provided subsidies are typi-
cally referred to as private rental assistance.

V Management Operations:
A Management plan.
1 A comprehensive management program

is essential to the successful operation of a
project. A written plan is the primary ingre-
dient which should describe the detailed ob-

jectives, policies and procedures in managing
the project. A management plan is required
to be submitted to the Agency for all
projects, new and existing, except for those
on-farm LH units where rent is not required.
The plan should be developed in detail com-
mensurate to project size and complexity
and should be reviewed annually and updated
at least triennially by the borrower. To re-
flect project needs and to meet current pro-
gram objectives, use of an addendum is per-
mitted when few changes are made in the up-
date of the plan. Exhibit B–1 of this subpart
outlines the requirements of the plan.

2 In the case of congregate housing/group
homes, the management plan should de-
scribe, in addition to the preceding general
items, the specific items in paragraph V B of
exhibit J of this subpart.

B Identity of interest disclosure.
1 General principles. FmHA or its suc-

cessor agency under Public Law 103–354 re-
quires that applicants/borrowers and/or man-
agement agents describe and fully justify
any identity of interest, or appearance of
same, that exists or will exist between the
borrower, management agent, suppliers of
materials and/or services, or vendors in any
combination of relationship. Identity of in-
terest will be construed as existing between
the applicant/borrower and/or management
entity and suppliers of materials and/or serv-
ices described under but not limited to any
of the following conditions:

a When there is any financial interest be-
tween the applicant/borrower and/or manage-
ment entity and the supplying entity.

b When one or more of the officers, direc-
tors, stockholders or partners of the appli-
cant/borrower or management entity is also
an officer, director, stockholder, or partner
of the supplying entity.

c When any officer, director, stockholder,
or partner of the applicant/borrower and/or
management entity has any financial inter-
est whatsoever in the supplying entity.

d When the supplying entity advances
any funds to the applicant/borrower and/or
management entity.

e When the supplying entity provides and
pays on behalf of the applicant/borrower and/
or management entity the cost of any mate-
rials and/or services in connection with obli-
gations under the management plan/manage-
ment agreement.

f When the supplying entity takes stock
or any interest in the applicant/borrower
and/or management entity as part of the
consideration to be paid them.

g When there exist or come into being
any side deals, agreements, contracts or un-
derstandings entered into thereby altering,
amending, or cancelling any of the manage-
ment plan/management agreement docu-
ments, except as approved by FmHA or its
successor agency under Public Law 103–354.
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2 Any individual or organization sharing
an identity of interest for the project must
certify by memorandum that it is a viable,
ongoing trade or business qualified and prop-
erly licensed to undertake the work for
which it intends to contract.

a FmHA or its successor agency under
Public Law 103–354 Forms 1944–30, ‘‘Identity
of Interest (IOI) Disclosure Certificate,’’ and
FmHA or its successor agency under Public
Law 103–354 1944–31, ‘‘Identity of Interest
(IOI) Qualification Form,’’ (available in any
FmHA or its successor agency under Public
Law 103–354 Servicing office) will be com-
pleted and submitted as part of the manage-
ment plan. Management agents will sign ei-
ther form as ‘‘applicant.’’

b The initial disclosure shall be in effect
for a period of 3 years and renewed every 3
years thereafter, except if there are any
changes in the business practices of the ap-
plicant/borrower and/or management entity
during the interim years that include iden-
tity of interest concerns, the entity must file
amended Forms FmHA or its successor agen-
cy under Public Law 103–354 1944–30 and
FmHA or its successor agency under Public
Law 103–354 1944–31.

c The forms provide notification to the
entities of the penalty, under law, for erro-
neously certifying to the statements con-
tained therein.

d Debarment actions will be instituted
against entities who fail to disclose an iden-
tity of interest in accordance with the provi-
sions of subpart M of part 1940 of this chapter
(available in any FmHA or its successor
agency under Public Law 103–354 office).

C Management agreement. The manage-
ment agreement is the primary document by
which the management agent is guided, eval-
uated, and compensated. It bears a close re-
lationship to the management plan. A man-
agement agreement is required except in
cases where the borrower (owner) fills the
role of manager. Requirements of a manage-
ment agreement are listed in exhibit B–2 of
this subpart. Exhibit B–3 of this subpart is a
sample management agreement. The two
types of agreements acceptable to FmHA or
its successor agency under Public Law 103–
354 are described as follows:

1 The owner hires a professional manage-
ment agent to oversee and operate the
project. The management agent may provide
a site manager for on-site management and/
or caretaker when justified by the size of the
project. A qualifications statement by the
management agent is required by the bor-
rower and FmHA or its successor agency
under Public Law 103–354. Exhibit B–4 of this
subpart provides a guideline for preparing
the statement.

2 The owner maintains all or a part of the
management role. The owner may use the
services of a site manager in providing onsite
management and/or services of a caretaker

when justified by the size of the project.
FmHA or its successor agency under Public
Law 103–354 requires a qualifications state-
ment by the owner who proposes to person-
ally provide the management to determine
management capability. Exhibit B–5 of this
subpart provides a guideline for preparing
the statement.

D Responsibility. The management plan
and management agreement must be based
on applicable provisions of local, State, and
Federal statutes and the regulatory require-
ments of the loan used to finance the
project, regardless of the management sys-
tem used. The owner remains totally respon-
sible to FmHA or its successor agency under
Public Law 103–354 for the project, regardless
of the authority delegated by the owner to
the management agent.

E Compensation for project administration.
1 General principles. Compensation for

project administration is the remuneration
for performance of administrative duties and
responsibilities by those selected by the
owner and approved by the Agency as having
sufficient background and experience to
manage project operations. The administra-
tive duties and responsibilities must be set
out in the management plan along with the
manner in which compensation will be deter-
mined. It is the option of the project owners
to determine whether to use a management
agent to carry out project administrative
functions in full or in agent to carry out
project administrative functions in full or in
part. Should a management agent be used, it
is the option of the owner to decide which
duties the management agent will perform
and which duties will be performed by oth-
ers. Whenever the owner chooses to use a
management agent, a management agree-
ment must be used. The management agree-
ment must describe the duties and com-
pensation for the services provided by the
management agent. Any other duties and
compensation for project administration not
covered in by the management agreement,
may also be considered as project expendi-
tures. All project administrative expendi-
tures must be evaluated by the Agency as
being reasonable for the services provided,
including the reasonableness of the expendi-
tures for management agent services.

2 Review of administrative expenses. The
Agency is responsible for determining that
project administrative expenses are reason-
able for the services performed in admin-
istering project operations in an acceptable
manner. Therefore, the Agency may use data
from FmHA or its successor agency under
Public Law 103–354 projects or other sources
for use in making this determination. The
Agency may establish guidelines for admin-
istrative expenses for use within a State or
area. Administrative expenses falling within
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such guidelines for services typically per-
formed under the guidelines may expect ex-
peditious action on requests for budget ap-
proval. Administrative expenses falling out-
side of such guidelines for services typically
performed under the guidelines may also
warrant approval when justified. The man-
agement agent or owner will be primarily re-
sponsible for providing evidence that such
fees are reasonable for the services per-
formed when the administrative expenses are
falling outside of any established guidelines.

3 Review of management fees. The Agency
is responsible for determining that the fees
paid for services performed by management
agents are reasonable. Therefore, the Agency
may use data from FmHA or its successor
agency under Public Law 103–354 projects or
other sources for use in determining what
fees are reasonable for the services per-
formed in an acceptable manner by manage-
ment agents. The Agency may establish
guidelines for management fees for use with-
in a State or area. Management fees falling
within such guidelines for services typically
performed under the guidelines may expect
expeditious action on requests for approval
of management agreements and budgets.
Management fees falling outside of those
guidelines may also warrant approval when
justified. The management agent or owner
will be primarily responsible for providing
evidence that such fees are reasonable for
the services performed when management
fees are falling outside of any established
guidelines. Whenever disputes arise as to
whether an administrative expense is appro-
priate for listing under the management fee,
or as to some other project expense, the
Agency will seek to mutually resolve such
concerns. This will be done by using the ap-
proved management agreement or manage-
ment plan to determine which services are
being performed by the management agent.

4 Project administrative expenses.
a Acceptable administrative expenses. Those

administrative expenses necessary to suc-
cessfully carry out project operations may
be approved provided such expenses do not
duplicate any such expenses which may be
included in the management fee as specified
in the approved management agreement. The
instructions that accompany Form FmHA or
its successor agency under Public Law 103–
354 1930–7, ‘‘Multiple Family Housing Project
Budget,’’ provide further guidance on accept-
able project administrative expenses. Prepa-
ration of an IRS required report for the
project, if required (e.g., Schedule K–1 (IRS
Form 1065), ‘‘Partner’s Share of Income,
Credits, Deductions, etc.’’ is an acceptable
project expense.)

b Unacceptable administrative expenses.
Those administrative expenses not necessary
to successfully carry out project operations
may be denied. Preparation of income tax re-

turns for project owners are unacceptable
project expenses.

5 Projects with a management agent. When
management agents are used, the duties and
compensation of the management agent
must be set out in a management agreement.
All such agreements are subject to Agency
review and concurrence. The amount of com-
pensation for the services rendered is to be
negotiated between the owner and the man-
agement agent but is subject to Agency con-
currence with the management agreement
and approval in the project budget.

6 Owner-managed projects. The owner will
be authorized to manage the rental project
only when FmHA or its successor agency
under Public Law 103–354 determines in writ-
ing that the owner (either as the individual
borrower or as a part of an organizational
borrower) has the necessary management ca-
pabilities.

a Projects with owners with identity-of-
interest relationships to the management
agent will not be considered as an owner
managed project. A typical management fee
may be charged as an expense to the project.
The compensation must be according to the
provisions of paragraph V E of this exhibit
and be reasonable, earned, and not exceed
the normal cost of similar services, had such
services been provided by an independent
management agent.

b Since cooperatives are to be organized
as self-managed entities, the board of direc-
tors is not expected to have management ex-
perience. In lieu of this experience, the ad-
viser to the board will provide management
guidance during the formative years of the
cooperative. Under the adviser’s direction,
the cooperative will become accustomed to
this role and thus gain the ability to assume
management responsibilities. If, after the re-
quired trial period outlined in subpart E of
part 1944 of this chapter, the cooperative’s
board is unable to assume management re-
sponsibilities, professional management will
be hired by the cooperative. We would expect
the amount of compensation paid to a coop-
erative adviser to be less than that paid to
other types of management agents in order
to provide the members with some equity in
the early years. (See subpart E of part 1944 of
this chapter).

7 Initial rent-up fees. Payment of fees for a
one-time effort to achieve initial rent-up of
a newly constructed rental project is per-
mitted when it is determined necessary and
documented by the FmHA or its successor
agency under Public Law 103–354 loan ap-
proval official and the loan applicant. Rent-
up fees should be paid on a per-unit basis
only after each unit has been occupied by the
initial tenant. Payment of the rent-up fee
and other project management start-up ex-
penses should generally be made from the 2
percent initial operation and maintenance
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fund. A person or firm, preferably the man-
agement agency, may be compensated at a
rate negotiated with the applicant/borrower
that represents reasonable compensation for
the incurred marketing cost and project
management start-up expenses.

F Site manager and/or caretaker services.
The borrower is responsible for describing
the plan for site management in the manage-
ment plan. The plan needs to identify wheth-
er the site manager will occupy one of the
project units as a revenue producing unit or
as a rent free unit, or will live away from the
project. The on-site services of a site man-
ager and/or caretaker may be used when jus-
tified by the size, composition, and location
of a project, whether the project is managed
by a management agent or by the owner.
There should be a written agreement be-
tween the owner or the management agent
and the site manager to define the role and
duties and compensation for the site man-
ager and to provide a basis for evaluating the
site manager’s performance. FmHA or its
successor agency under Public Law 103–354
may require an on-site resident manager
and/or caretaker to assure that the loan ob-
jectives are met and/or to protect the ten-
ant’s or Government’s interests. It is not
mandatory that the site manager and/or
caretaker meet tenant occupancy eligibility
requirements. However, if management con-
siders the occupied unit to be a rental unit,
the rent paid will be determined according to
the site manager’s/caretaker’s income.

1 Calculation of rental rate for site manager
or caretaker. The expense of providing the
unit occupied by the site manager or care-
taker will be included in the project budget
the same as the expense for other nonrev-
enue producing portions of the project such
as a laundry or community room. The rental
rate will be determined as follows:

a When used as a revenue producing unit
at approved rental rates, the salary paid to
the site manager and/or caretaker will be in-
cluded in the project operation and mainte-
nance expenses. The same amount will be in-
cluded in the annual income of the site man-
ager and/or caretaker. The site manager and/
or caretaker may be an eligible or ineligible
tenant and their rent contribution will be
based on their total income from all sources
as shown on the tenant certification form.

b When the unit is used as a nonrevenue
producing unit, the project cost of providing
the unit will be treated the same as those of
other nonrevenue producing portions of the
project. Project rental rates will be estab-
lished as if the unit did not exist as living
quarters. Debt payment will be as if the unit
were rented at basic rent. A tenant certifi-
cation form will not be prepared for this sit-
uation.

2 Owner occupancy. With the prior ap-
proval of the State Director, owners may oc-
cupy a unit in the project when the owner

will manage the project rather than hiring a
management agent or a site manager. The
size, composition, and location of the project
must justify the services of a site manager
or caretaker, and the State Director must
determine the owner is capable of per-
forming these services. The rental rate will
be included as described in paragraph V F 1
of this exhibit.

G Projects without a site manager and/or
caretaker. Projects without a site manager
and/or caretaker must have, at a minimum,
a tenant who will serve as a contact person
or have a person who is easily accessible to
the project who is able to represent the
project manager or owner on maintenance
and management matters.

H Supplemental services. Supplemental
services include laundry, vending machine,
commissary store, pay telephones, or similar
tenant benefit services.

1 Borrower provided supplemental services.
a Income from supplemental services and/

or equipment and expense of acquisition and
replacement cost shall be planned and re-
corded as part of the annual operating budg-
et.

b Failure to account for all proceeds is a
fraudulent act.

2 Consignor provide supplemental services.
a A written contact between the borrower

and consignor is required. The contract
terms should follow ‘‘industry’’ standards for
the type of service.

b Comparability in all respects to conven-
tional supplemental services contracts shall
govern contract with identity of interest be-
tween the contracting parties.

c The borrower’s share of income will be
shown as planned and actual income in the
project operating budget.

d Failure by the contractual parties to
account for all proceeds is a fraudulent act.

VI Renting Procedure:
A General. Preparations for initial rent-

up, occupancy and maintenance should begin
at least 90 to 120 days ahead of the projected
completion date of the project as described
in § 1944.235 of subpart E of part 1944 of this
chapter. This procedure will include a
prerent-up conference between the FmHA or
its successor agency under Public Law 103–
354 Serving Official, the borrower, and the
person(s) responsible for project manage-
ment. Decisions to be made concern the ad-
vertisement of available units, affirmative
marketing practices, tenant eligibility, and
tenant selection criteria. It is important
that this conference precede active mar-
keting and the receipt of tenant applica-
tions.

B Accommodations in communication.
1 The borrower shall take appropriate

steps to ensure effective communication
with applicants, tenants, members, and
members of the public with handicaps and
disabilities.
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a The borrower shall furnish appropriate
auxiliary aids (electronic, mechanical, or
personal assistance) where necessary to af-
ford an individual with handicaps or disabil-
ities an equal opportunity to participate in
and enjoy the benefits of a MFH project re-
ceiving FmHA or its successor agency under
Public Law 103–354 financial assistance.

(1) In determining what auxiliary aids are
necessary, the borrower shall give primary
consideration to the requests of an indi-
vidual with handicaps or disabilities.

(2) The borrower is not required to pro-
vide individually prescribed devices, readers
for personal use or study, or other devices of
a personal nature.

b Where a borrower communicates with
applicants and tenants or members by tele-
phone, telecommunication devices for deaf
persons (TDD’s) or equally effective commu-
nication systems shall be available for use.

2 The borrower shall adopt and imple-
ment procedures to ensure that interested
persons (including persons with impaired vi-
sion or hearing) can obtain information con-
cerning the existence and location of acces-
sible services, activities, and facilities in the
project and community.

3 This paragraph does not require a bor-
rower to take any action that the borrower
can demonstrate would result in a funda-
mental alteration in the nature of the
project or operation or an undue financial
and administrative burden. If an action
would result in such undue alteration or bur-
den, the borrower shall take any other ac-
tion that would otherwise ensure that, to the
maximum extent possible, individuals with
handicaps or disabilities receive the benefits
and services of the project.

C Affirmative Fair Housing Marketing Plan.
All borrowers with five or more rental units
must meet the requirements of § 1901.203(c) of
subpart E of part 1901 of this chapter by pre-
paring and submitting HUD Form 935.2, ‘‘Af-
firmative Fair Housing Marketing (AFHM)
Plan.’’ Records must be maintained by the
borrower reflecting efforts to fulfill the plan
and will be reviewed by FmHA or its suc-
cessor agency under Public Law 103–354 and
updated by the borrower during compliance
reviews for title VI of the Civil Rights Act of
1964. The approved plan will be posted by the
borrower for public inspection at the borrower’s
project site, rental office, or at any other loca-
tion where tenant applications are received for
the project. In developing the plan, the fol-
lowing items should be considered:

1 Direction of marketing activities. The plan
should be designed to attract applications
for occupancy from all potentially eligible
groups of people in the housing marketing
area regardless of race, color, religion, sex,
age, familial status, national origin, or hand-
icap. The plan must show which efforts will
be made to reach very low-income or low-in-
come groups who traditionally would least

likely be expected to apply for such housing
without special outreach efforts.

2 Marketing program. The applicant or bor-
rower should determine which methods of
marketing such as radio, newspaper, TV,
signs, etc., are best suited to reach those
very low-income or low-income groups who
are least likely to apply for occupancy in the
project. Marketing should not totally rely on
‘‘word of mouth’’ advertising. Appropriate
social agencies and networks should be con-
tacted to assist in reaching elderly (senior
citizens), persons with handicaps, etc.

a Advertising.
(1) Frequency. The borrower should adver-

tise availability of housing units in advance
of their availability to allow time to receive
and process applications, determine eligi-
bility, and arrange for move-in of tenants or
members in a smooth flow of project oper-
ation. Advertising by newsprint or electronic
media should occur at least annually to pro-
mote project visibility, even if there is an
adequate waiting list.

(2) Posters, brochures, etc. Any radio, TV, or
newspaper advertisement, pamphlets, or bro-
chures used must identify the project’s hand-
icap accessibility and contain the appro-
priate fair housing logotype or the equal
housing opportunity slogan. A copy of this
proposed material is to be submitted along
with the HUD Form 935.2 for approval. The
nondiscrimination poster entitled ‘‘And Jus-
tice For All,’’ the ‘‘Fair Housing’’ poster and
the tenant grievance and appeals procedure
must be displayed in the rental office. If the
rental office is not on site, the items must be
displayed in a common conspicuous place on
the site.

b Signage.
(1) Permanent project sign. A permanent

sign identifying the project is required for
all MFH projects approved on or after Sep-
tember 13, 1977. To meet minimum require-
ments for an existing or new project, the
sign, subject to state or local code:

(i) Must be located at the primary site en-
trance and be readable and recognizable from
the roadside.

(ii) Must be located near the site man-
ager’s (or contact person’s) office when the
project has multiple sites. Portable signs
will be placed where vacancies exist at other
site locations of a ‘‘scattered’’ project.

(iii) May be of any shape.
(iv) For projects of 8 or more units, must

have not less than 16 square feet of area.
Smaller projects may have smaller signs.

(v) Including its supports, must be made of
durable material.

(vi) Must include the project name.
(vii) Must show rental contact information

including but not limited to the project’s of-
fice location and a telephone number where
applicant inquiries may be made.

(viii) Must show the equal housing oppor-
tunity logotype (house symbol and slogan) as
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shown in exhibit B–11 of this subpart, OR the
slogan ‘‘Equal Housing Opportunity’’ OR the
statement ‘‘We are pledge to the letter and
spirit of U.S. policy for the achievement of
equal housing opportunity throughout the
nation. We encourage and support an affirm-
ative advertising and marketing program in
which there are no barriers to obtaining
housing because of race, color, religion, sex,
handicap, familial status, or national ori-
gin.’’ The logotype and/or slogan must be
permanently affixed, clearly visible and
should be at least equal to approximately 3
to 5 percent of the sign area.

(ix) May display the FmHA or its successor
agency under Public Law 103–354 logotype as
shown in exhibit B–12 of this subpart.

(2) Handicap accessibility signs.
(i) Parking spaces. Accessible parking

spaces shall be designated as reserved for the
disabled by a sign showing the international
symbol of accessibility (see exhibit B–13 of
this subpart). The sign should be mounted on
a post at a height readily visible from an oc-
cupied vehicle. In snow areas, the sign needs
to be visible above piled snow.

(ii) Handicap accessibility route. When the
continuous unobstructed ingress/egress
handicap accessibility route to a primary
building entrance is other than the usual or
obvious route, the alternate route for handi-
cap accessibility shall be clearly marked
with handicap symbols and directional signs
to aid a handicapped person’s ingress/egress
to the building, through an accessible en-
trance, and to accessible common use and
public and living areas.

c Community contact. Community leaders
and special interest groups such as commu-
nity, public interest, religious organizations,
and organizations for the handicapped should
be contacted in small communities without
formal communication media aimed at the
group or groups least likely to apply for
available housing. Community contacts
should also be used in reaching specific ele-
ments of the community such as the elderly
or particular ethnic groups determined least
likely to apply for the available housing.

d Rental staff. All staff persons responsible
for renting the units must have had training
provided on Federal, State, and local fair
housing laws and regulations and in the re-
quirements of fair housing marketing and in
those actions necessary to carry out the
marketing plan. Copies of instructions to the
staff regarding fair housing must be attached
to the AFHM plan according to the instruc-
tions for part 7 of HUD Form 935.2.

3 Marketing records. The borrower will be
required to develop and maintain a system
to provide data to indicate to what extent
the borrower is carrying out the objective of
the AFHM plan.

D Tenant eligibility and occupancy guide-
lines. The rental agent of the project must be
knowledgeable about the FmHA or its suc-

cessor agency under Public Law 103–354 ten-
ant eligibility and occupancy requirements
as they relate to a particular project. FmHA
or its successor agency under Public Law
103–354 loans require occupancy of the unit
by eligible tenants. Except for migrant farm-
worker tenants in LH projects, tenant/appli-
cants must occupy the housing unit they
qualify for as their permanent residence on
the provision they do/will not maintain a
separate subsidized rental unit in a different
location.

1 Eligible tenants. The following tenant
eligibility criteria will apply where appro-
priate, unless otherwise authorized such as
in the case of LH as described in subpart D
of part 1944 of this chapter.

a To determine eligibility for occupancy,
the applicant’s eligibility income must be as
defined in paragraph II and include income
from net family assets as defined in para-
graph II of this exhibit.

b The adjusted annual income must meet
the definition of very low-, low- or moderate-
income as defined in paragraph II of this ex-
hibit as required for that specific project for
applicant selection, tenant contribution, and
continued occupancy.

c To determine eligibility for continued
occupancy, the tenant’s adjusted annual in-
come must be determined at least once every
12 months. When the tenant’s adjusted an-
nual income exceeds the moderate-income
limit established for the area in which the
project is located, the tenant is no longer eli-
gible and will be required to vacate the
project according to the terms of the lease
and paragraph VI D 6 of this exhibit. Contin-
ued occupancy by cooperative members will
not be affected by this income criteria. Coop-
erative members, after initial certification
of income eligibility, may remain members
regardless of income.

d In RRH projects operating on a Plan I
basis, tenants will:

(1) Be a very low-, low-, or moderate-in-
come person who is elderly, or has handi-
caps, or disabilities, or

(2) Be a very low or low-income nonelderly,
nondisabled, or nonhandicapped person.

e In RRH projects operating on a non-
profit or limited profit Plan II basis, tenants
will be a very low-, low-, or moderate-income
person regardless of age, disability, or handi-
capping condition.

f In RRH projects operating on a full-prof-
it basis, tenants will:

(1) Be a person of any income who is elder-
ly, or has handicaps, or disabilities, or

(2) Be a very low-, low-, or moderate-in-
come nonelderly, nondisabled, or nonhandi-
capped person.

g In LH projects designed and operated ei-
ther for year-round or seasonal occupancy,
eligibility is established in subpart D of part
1944 of this chapter.
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h Occupancy in RRH project units des-
ignated by FmHA or its successor agency
under Public Law 103–354 as:

(1) Family housing may be occupied by any
combination of elderly, disabled, or handi-
capped, and/or nonelderly, nondisabled, or
nonhandicapped tenants including those ten-
ants with familial status. Marketing prior-
ities for this category should not exclude one
group over another.

(2) Elderly housing must be occupied by
tenants who are elderly, disabled, and/or
handicapped but not at the exclusion of chil-
dren if they are members of the ‘‘elderly’’
household, nor shall it be restricted exclu-
sively for use by tenants who are disabled
and/or handicapped.

(3) Housing which consists of specific units
in a project designated as family housing and
other units designated as elderly housing
units should be governed by paragraphs VI D
1 h (1) and (2) of this exhibit.

(4) Congregate housing and group homes
shall be occupied by persons described in the
definitions for congregate housing and group
home, respectively in paragraph II of this ex-
hibit.

i Tenant of member independence.
(1) RRH, RCH, and LH housing. It shall be

a tenant’s or member’s responsibility to de-
termine the ability to meet the legitimate
and uniformly applied requirements of ten-
ancy, thus assuming risk and responsibility
of living within and upon the project prem-
ises. It shall be the owner’s or representa-
tive’s responsibility to respond to requests
for what reasonable accommodations the
tenant or member may need, otherwise the
owner or its representative MAY NOT under
possible penalty prescribed by Pub. Law No.
100–430, 102 stat. 1619 (1988) codified at 42
U.S.C. 3601 et seq:

(i) Judge whether individuals with handi-
cap or disability are capable of independent
living.

(ii) Require a physical examination as a
condition for tenant or member selection.

(iii) Impose conditional leases requiring in-
dividuals with handicaps or disabilities to
participate in supportive services.

(2) Congregate and group home housing and
housing with handicap unit(s). Because the
purpose of such housing is to provide specific
supportive services to individuals, it is per-
missible for the owner or its representative
to inquire only to the extent necessary in
the case of congregate housing whether the
project offers the services wanted by the in-
dividual and in the case of group home hous-
ing, whether the individual has a handicap or
disability that would qualify the individual
to occupy, or continue to occupy the hous-
ing.

(3) Legal capacity. Tenants or members in
FmHA or its successor agency under Public
Law 103–354 financed MFH projects must pos-
sess the legal capacity to enter into a lease

agreement, except where a legal guardian
(an individual) may sign when the tenant or
member is otherwise eligible and is a tenant
residing in a group housing project.

j For LH projects and units in RRH
projects specifically designed and designated
for the elderly, disabled, and/or handicapped
as defined by FmHA or its successor agency
under Public Law 103–354, occupancy is lim-
ited solely to those meeting the eligibility
requirements for the specific type of project
(i.e., domestic farm laborers, elderly, dis-
abled, and/or handicapped). Eligible occu-
pants in these projects may also include
other persons who are usually household
members of the families of the domestic
farm laborer, or persons who are elderly, or
have disabilities, or handicaps. Resident as-
sistants or chore workers will not be consid-
ered members of the tenant’s household.

k A student or other seemingly tem-
porary resident of the community who is
otherwise eligible and seeks occupancy in an
RRH or RCH project may be considered an
eligible tenant when all of the following con-
ditions are met:

(1) Is either of legal age in accordance
with applicable State law or is otherwise le-
gally able to enter into a binding contract
under State law.

(2) The person seeking occupancy has es-
tablished a household separate and distinct
from the person’s parents or legal guardians.

(3) The persons seeking occupancy is no
longer claimed as a dependent by the per-
son’s parents or legal guardians pursuant to
Internal Revenue Service regulations, and
evidence is provided to this effect.

(4) The person seeking occupancy signs a
written statement indicating whether or not
the person’s parents, legal guardians, or oth-
ers provide any financial assistance and such
financial assistance is considered as part of
current annual income and is verified in
writing by the borrower.

l A domestic farm laborer may continue
occupancy of an LH project after retirement
(having reached age 55) or after becoming
disabled [(determined to have an impairment
which is expected to be of long-continued
and indefinite duration and substantially im-
pedes the person’s ability to earn a liveli-
hood from farm labor (as certified by a li-
censed physician)].

m A tenant who does not personally re-
side in a rental unit for a period exceeding 60
consecutive days, for reasons other than
health or emergency, is considered ineligible
for subsidy and shall be required to pay note
rate rent in Plan II projects or 125 percent of
rent in Plan I projects for the period of ab-
sence exceeding 60 consecutive days.

(1) If the tenant continues to be absent
from the unit, the borrower must notify the
tenant by certified mail at least 30 days
prior to the end of the leasing period, to oc-
cupy the living unit by the end of the lease
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period or the borrower will start termination
proceedings.

(2) In those cases where the tenant’s lease
does not contain the lease clause in para-
graph VIII B 4 c of this exhibit, the tenant
will be advised that the lease will not be re-
newed, unless replaced with a lease meeting
current requirements.

2 Occupancy policy and guidelines.
a Objective. The objective of the occu-

pancy policy and guidelines in FMHA fi-
nanced projects is to achieve utilization of
subsidized space without overcrowding or
providing more space than is needed by the
number of people in the household.

b Policy.
(1) FmHA or its successor agency under

Public Law 103–354 does not specify the num-
ber of persons who may live in MFH housing
units of various sizes.

(2) The borrower must set reasonable oc-
cupancy standards which will assist as many
people as possible without overcrowding the
unit or the project and which will minimize
vacancies.

(3) In setting the occupancy standards,
the borrower must comply with all reason-
able State and local health and safety re-
strictions regarding the maximum number of
occupants permitted to occupy a dwelling. In
the absence of State or local health safety
restrictions, overcrowding shall occur when
the TOTAL occupancy level in a housing
unit exceeds 2 people per habitable sleeping
room, except that an additional person(s)
may be allowed when a habitable sleeping
room provides at least 50 square feet per per-
son. A habitable sleeping room shall not in-
clude a kitchen, bathroom, hallway, or din-
ing area.

(4) In placing families on waiting lists and
in assigning families to MFH housing, a bor-
rower should allow families to choose wheth-
er to opt for larger or smaller units to per-
mit families to occupy units of sufficient
size, so that persons of opposite sex (other
than spouses) or persons of same sex, persons
of different or same generation, and unre-
lated or related adults may have separate
bedrooms according to the particular needs
of the family.

(5) Borrowers may have different standards
for different projects but such standards
must not result in or perpetuate patterns of
occupancy which would be inconsistent with
title VI of the Civil Rights Act of 1964 or the
Fair Housing Act.

(6) For the purpose of determining unit
size, borrowers need to include, as members
of the household:

(i) All full-time members of the household.
(ii) Dependent minors who are away at

school but live with the family during school
recesses.

(iii) Dependent minors who are subject to a
joint custody agreement but live in the unit
at least 50 percent of the time.

(iv) An unborn child or a child in the proc-
ess of being adopted by or granted custody of
an adult.

(v) A foster child residing in the unit, or a
household child temporarily residing else-
where in foster care.

(vi) A live-in attendant.
(7) Borrowers shall not provide bedroom

space for others who are not members of the
household such as adult children on active
military duty, permanently institutionalized
family members, or visitors.

c Guidelines. These guidelines are de-
signed to assist the borrower in imple-
menting the occupancy policy into workable
occupancy standards. The project occupancy
standard should be available for review by
applicant, tenant, member, and project rep-
resentative upon request.

(1) In setting objective occupancy stand-
ards, the borrower should set the standards
to permit the tenant to select the unit size
they deem appropriate to their needs insofar
as overcrowding by the household does not
happen and underutilization of the unit does
not occur. The occupancy standard selected
should attempt to reflect ideal ranges of oc-
cupant density. In developing an ideal occu-
pancy standard, it should be based so that:

(i) No more than two persons should be re-
quired to occupy a bedroom.

(ii) Persons of different generations, per-
sons of the opposite sex (other than spouses),
and unrelated adults should not be required to
share a bedroom.

(iii) Children of the same sex may share a
bedroom.

(iv) Children, with the possible exception
of infants, should not be required to share a
bedroom with persons of different genera-
tions, including their parents.

(2) These guidelines should result in the
following ideal range of persons per housing
unit:

No. of bedrooms
Occupant density range

minimum

0 ................................................. 1 1
1 ................................................. 1 2
2 ................................................. 2 4
3 ................................................. 3 6
4 ................................................. 5 8
5 ................................................. 7 10

For example, if the borrower adopts these
standards, households with three people gen-
erally should be accomodated in a two bed-
room unit and should not receive apartments
with more than three bedrooms. Nor should
such households be required to live in apart-
ments with fewer than two bedrooms. A
household of three persons could be per-
mitted to live in an apartment with fewer
than two bedrooms if the household so
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chooses, unless it would constitute over-
crowding OR there is a state or local occu-
pancy law forbidding occupancy of the unit
by three or more persons.

(3) If, because of a physical or mental
handicap of a household member or a person
associated with that household, a family
may need a unit that is larger than the unit
size suggested by the guidelines in paragraph
VI D 2 c (2) of this exhibit, it may be an un-
lawful failure to make reasonable accommo-
dation to deny such a family the opportunity
to apply for and obtain such a unit.

d These occupancy guidelines may serve
also as general guidelines for migrant and
on-farm LH. Projects developed in compli-
ance with local and/or state design require-
ments will determine the appropriate occu-
pancy standards for migrant LH. In dor-
mitory type LH housing, there must be at
least 400 cubic feet of habitable sleeping area
for each person.

e When there are no units of appropriate
size available in the project:

(1) The tenant may be admitted and/or re-
main, provided the unit is not overcrowded
or underutilized.

(2) The tenant may receive available rental
subsidy if otherwise qualified by income.

f When an occupied unit becomes over-
crowded or underutilized and there is a wait-
ing list for the size unit occupied:

(1) The tenant must move to another unit
in the project of adequate size and accommo-
dation when it becomes available. If the ten-
ant then refuses to move to the available
unit, or if none is available.

(2) Vacate the project within a reasonable
time period established by the borrower as
specified in the lease or by the end of the
lease period, whichever is later.

g To avoid prolonged vacancy and loss of
revenue, management may permit tem-
porary occupancy of specially designed
handicapped accessible units by households
not needing such specially designed features,
under the following conditions:

(1) No household needing the specially de-
signed features of a handicapped accessible
unit is available to occupy the unit and man-
agement has made a diligent effort to reach
tenants who qualify for the specially de-
signed unit;

(2) The tenant agrees to transfer to an ap-
propriate unit if and when it becomes avail-
able in the project once an applicant with
handicaps needing the features of a handi-
capped accessible unit is on the waiting list
and ready to move in;

(3) The responsibility to pay all costs asso-
ciated with the subsequent move to the ap-
propriate unit shall be mutually determined
between the owner and the tenant. The own-
er’s share of cost, if any, may be a project
expense; and

(4) The appropriate lease clause in para-
graph VIII C of this exhibit is incorporated
in the tenant’s lease.

h Borrowers with RRH projects specifi-
cally built and designated for the elderly
prior to October 27, 1980, with only a few or
no one-bedroom units, may permit occu-
pancy of two-bedroom units by single eligi-
ble tenants if this provision is included in
the project occupancy policy. The occupancy
policy should reflect the needs of the local
market area. This eligibility determination
made by management must be included in
the tenant’s lease and will entitle such ten-
ant to all benefits without need for further
FmHA or its successor agency under Public
Law 103–354 approval.

i When a unit cannot be rented under the
provisions in paragraph VI D 2 g and h of this
exhibit, the Servicing Official may authorize
an exception according to paragraph VI D 7
of this exhibit.

j A tenant who was determined eligible
and allowed to occupy under regulations in
effect prior to October 1, 1986, who does not
meet eligibility requirements regarding in-
come or occupancy policy as prescribed in
these regulations may be permitted contin-
ued occupancy in the same unit for the dura-
tion of their residency. This provision spe-
cifically refers to:

(1) Elderly tenants of any income level who
have occupied their unit, since before Octo-
ber 27, 1980.

(2) Tenants who were determined eligible
before October 27, 1980, but did not meet in-
come and occupancy requirements on that
date. Examples are:

(i) Individual tenants occupying a unit
with separate tenant certifications whose
combined income on October 27, 1980, would
disqualify joint tenancy.

(ii) Tenant households whose composition
did not meet the occupancy guidelines in
paragraph VI D 2 c (2) of this exhibit.

(3) Tenants who became income ineligible
due to changes of income and shelter cost de-
termination on October 1, 1986. This provi-
sion did not apply to normal increase of
household income which may have made
them ineligible before October 1, 1986.

k For each RRH project specifically des-
ignated for the elderly, the borrower or man-
agement may not prohibit, prevent, restrict,
or discriminate against any tenant for con-
tinued occupancy or applicant for occupancy
who owns or will keep a pet in their apart-
ment unit unless the approved project pet
rules are violated.

l Nothing in this subpart requires that an
apartment unit be made available to any in-
dividual whose tenancy would constitute a
direct threat to the health and safety of
other individuals or whose tenancy would re-
sult in substantial physical damage to the
property of others, Except, when such threat
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can be removed by applying a reasonable ac-
commodation.

3 Reasonable accommodations.
a The Fair Housing Amendment Act of

1988 requires persons to make reasonable ac-
commodations in rules, policies, practices,
or services, when such accommodations
would afford a handicapped or disabled per-
son equal opportunity to occupy or continue
to occupy and enjoy a dwelling unit, includ-
ing public and common use areas. For exam-
ple:

(1) It would be unlawful to refuse a person
with a sight impairment with a service ani-
mal to live in a dwelling unit when there is
otherwise a no-pet policy in the apartment
complex.

(2) It would be reasonable accommodation
to grant a request by an applicant or tenant
with a mobility impairment to be assigned a
reserved parking space as near to that per-
son’s dwelling unit as possible, even though
all other designated handicapped parking
spaces are already reserved, having been as-
signed on a first-come, first served basis.

(3) It would be reasonable accommodation
to remove a gas cooking stove and install a
microwave oven when such accommodations
to a tenant or member would remove a direct
threat to the project, the tenant and other
tenants. Other examples are changing water
faucets to push or electronic activated fau-
cets and door knobs to door handles for per-
sons with infirmed hands.

b The Fair Housing Amendment Act re-
quires owners to permit, at the expense of a
person with handicaps, reasonable modifica-
tions of an existing unit, occupied or to be
occupied by a person with handicaps, if the
proposed modifications may be necessary to
afford that person full enjoyment of the
dwelling unit.

(1) The borrower may, where it is reason-
able to do so, condition permission for a
modification on the applicant or tenant
agreeing to restore the interior of the dwell-
ing unit to the condition that existed before
the modifications, reasonable wear and tear
excepted. (NOTE: It should not, for example,
be necessary to remove blocking previously
installed to support bathtub handrails when
restoring to ‘‘original’’ condition since the
blocking does not affect future use.)

(2) The borrower may not increase the cus-
tomarily required security deposit. However,
where it is necessary to ensure with reason-
able certainty that funds will be available to
pay for the restorations at the end of ten-
ancy, the borrower may negotiate as part of
such a restoration agreement a provision re-
quiring that a tenant pay into an interest
bearing escrow account, over a reasonable
period, an amount of money not to exceed
the cost of restoration. The interest in any
such account shall accrue to the tenant’s
benefit.

4 Other items the borrower should consider
in determining eligibility of applicants for ad-
mission to the project.

a Any criteria or documentation must be
applied uniformly for all applicants for occu-
pancy for the following items:

(1) Verification of income and/or employ-
ment according to paragraph VII of this ex-
hibit. (Mandatory in all cases.)

(2) Credit reports to reflect the applicant’s
past record of meeting obligations. (Op-
tional.)

(3) Prior landlord references to determine
if the tenant was responsive to meeting rent
payment obligations, care, and maintenance
of the unit. (Optional.)

(4) The applicant’s financial capability to
meet other basic living expenses and the
rental charge, taking into consideration any
subsidy assistance that could be made avail-
able to the tenant. Where RA is not avail-
able, the borrower should inform any very-
low or low-income household that would be
required but unable to pay the approved
rent, including utilities, that they may be el-
igible for a particular form of rent subsidy
described in paragraph IV of this subpart.
The borrower should indicate where informa-
tion about other subsidies can be obtained.
(Optional.)

(5) Written verification of an unborn child
by a doctor or other qualified third party.
(When applicable.)

b A borrower or manager should consider
mitigating factors when tenants or members
have had or presently have a period of hard-
ship beyond their control, when they have
had disputes with creditors, including land-
lords, or when they were having difficulty
paying overburdened rent levels.

5 Surviving or remaining members of eligible
tenant household.

a Surviving members of an elderly, dis-
abled, and/or handicapped tenant’s household
may continue occupancy of the unit after
the death of the original tenant, even though
they may not meet the definition of an elder-
ly, disabled or handicapped person stated in
paragraph II of this exhibit, provided:

(1) They are eligible occupants with re-
spect to income and were either cotenant or
member of the household and have legal ca-
pacity to sign and assume the lease,

(2) They occupied the unit with the origi-
nal tenant at the time that the original ten-
ant died, and

(3) A surviving nonelderly cotenant or co-
member shall not qualify for the elderly
family adjustments to income.

b Surviving members of a domestic farm
laborer’s household may continue to occupy
when they meet the definition of a domestic
farm laborer as defined in paragraph II of
this exhibit.

c Remaining household member(s) of a
nonelderly, nondisabled and/or nonhandi-
capped household, who is included on the
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current tenant certification may continue to
occupy the rental unit if they otherwise
independently meet tenant eligibility re-
quirements with respect to income and occu-
pancy standard size and sign a succeeding
tenant certification establishing their own
tenancy.

d When tenants no longer meet the re-
quirements of paragraph VI D 5 a, b, or c of
this exhibit, the provisions for formerly eli-
gible tenants in paragraph VI D 6 of this ex-
hibit shall apply.

6 Formerly eligible tenants. Unless author-
ized by paragraph VI D 2 j of this exhibit,
formerly eligible tenants will be required to
vacate their unit within 30 days (7 days for
migrant farm labor tenants with week-to-
week lease agreements) or the end of the
term of their lease agreement, whichever is
longer. If, however, there is not an eligible
applicant on the waiting list available for
occupancy, the formerly eligible tenant may
remain until there is an eligible tenant on
the waiting list available to occupy the unit;
at which time, the requirements for notice
to vacate stated in paragraph VI D 6 c of this
exhibit will take effect. If vacating the unit
in the time period described creates an
undue hardship on the family, the Servicing
Official may permit continued occupancy for
a reasonable period of time. The following
‘‘formerly eligible’’ situations apply to this
paragraph:

a Tenants who no longer meet FmHA or
its successor agency under Public Law 103–
354 income eligibility requirements. (This in-
cludes tenants receiving RA or Section 8 as-
sistance.)

b Tenants in LH projects who no longer
meet the farm labor occupation require-
ments, and who are neither retired nor dis-
abled domestic farm laborers, are considered
to be ‘‘formerly eligible tenants’’ as long as
a need for housing for domestic farm labor-
ers exists in the project’s farm market area.

c Tenants who no longer meet the occu-
pancy policy for the project. These tenants
must agree in writing to move to a unit of
appropriate size in the project when one be-
comes available, or when an appropriate
sized unit does not exist in the project, va-
cate the project at the termination of their
lease. However, the tenant may remain as an
ineligible tenant if the unit is not over-
crowded and there are no other applicants on
the waiting list for the size of unit presently
occupied.

7 Servicing official authority to permit an
RRH or LH borrower to rent to ineligible ten-
ants.

a The Servicing Official may authorize
the borrower in writing, upon receiving the
borrower’s written request with the nec-
essary documentation, to rent vacant units
to ineligible persons for temporary periods
to protect the financial interest of the Gov-
ernment. Likewise, this provision may ex-

tend to a cooperative. This authority will be
for the entire project for periods not to ex-
ceed one year. Within the period of the lease,
the tenant may not be required to move for
initially documented ineligibility. A copy of
the authorization to rent to ineligibles will
be forwarded to the State Office. The fol-
lowing determinations must be made by the
authorizing FmHA or its successor agency
under Public Law 103–354 official.

(1) There are no eligible persons on a wait-
ing list.

(2) The borrower provided evidence that a
diligent but unsuccessful effort to rent any
vacant unit(s) to an eligible tenant house-
hold has been made. Such evidence may con-
sist of advertisements in appropriate publi-
cations, posting notices in several public
places, and other places where persons seek-
ing rental housing would likely make con-
tact; holding open houses, making appro-
priate contacts with public housing agencies
and authorities (where they exist), State and
local agencies and organizations, Chamber of
Commerce, and real estate agencies.

(3) The borrower will continue with aggres-
sive efforts to locate eligible tenants and
submit to the Servicing Office, along with
Form FmHA or its successor agency under
Public Law 103–354 1944–29, ‘‘Project Work-
sheet for Interest Credit and Rental Assist-
ance,’’ a report of efforts made. The required
followup should be posted in the Servicing
Office on Form FmHA or its successor agen-
cy under Public Law 103–354 1905–6, ‘‘Manage-
ment System Card-Multifamily Housing.’’

(4) To protect the security interest of the
Government, the units may be rented for no
more than a year after which the lease must
convert to a monthly lease. The monthly
lease must require that the unit be vacated
when an eligible prospective tenant is avail-
able. The ineligible tenant will then be given
30 days to vacate.

(5) Tenants residing in RRH units who are
ineligible, because their adjusted annual in-
come exceeds the maximum for the RRH
project, will be charged the FmHA or its suc-
cessor agency under Public Law 103–354 ap-
proved note rate rental rate for the size of
unit occupied in a Plan II RRH project. In
projects operated under Plan I, ineligible
tenants will be charged rental surcharge of
25 percent of the approved note rate rental
rate.

(6) Tenants permitted to occupy but who
are ineligible for reasons other than income
may benefit from RA and/or interest credit.

(7) Tenants residing in off-farm LH units
who are ineligible because their adjusted an-
nual income exceeds the maximum for the
area will be charged the lesser of the LH
project’s note rate rent or the prevailing
market rent rate for the project as deter-
mined by subpart D of part 1944 of this chap-
ter. For on-farm tenants, rent determination
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may be subject to local discretion with limi-
tations as set out in subpart D of part 1944 of
this chapter. Excess rent shall be remitted to
the Agency for credit to the Rural Housing
Insurance Fund.

b Examples of situations where the Serv-
icing Official may authorize a borrower to
rent units to ineligible persons to reduce
chronic vacancy are:

(1) In housing designated as ‘‘family’’ hous-
ing, permitting persons or households to oc-
cupy who are not eligible because they have
an above normal income.

(2) In housing designated as ‘‘elderly’’
housing, permitting persons or households to
occupy that meet the definitional require-
ments of qualifying as elderly, but who oth-
erwise have an above moderate income. This
provision will not permit nonelderly persons
or households to occupy housing for the el-
derly.

c When the Servicing Official determines
that a borrower may rent to an ineligible
tenant, the written authorization must con-
tain the appropriate clauses which must be
inserted into the ineligible tenant’s lease. At
a minimum it should include:

(1) The reason for ineligibility.
(2) The term of ineligible occupancy.
(3) Any conditions under which the tenant

will be required to vacate the unit including
moving to an appropriate size unit when
warranted to comply with the established oc-
cupancy standards.

(4) The length of notice the tenant will be
given to vacate.

E Applicant inquiries and waiting lists.
1 When a prospective tenant or member

inquires (by telephone, letter, or visit) con-
cerning the availability of a rental or coop-
erative unit, the borrower or rental agent
will advise the prospective applicant of their
right to file an application.

2 When a prospective tenant or member
files a completed application for occupancy
and is determined eligible, the borrower or
rental agent will place the prospect’s name
chronologically by date and time on the ap-
propriate written waiting list. Exhibit B–14
of this subpart contains a sample waiting
list. An application is a written document(s)
prescribed by the management providing suf-
ficient information for the rental agent to
complete the steps necessary to determine
eligibility.

a Eligibility shall be governed by para-
graph VI F of this exhibit.

b The actual determination of eligibility
will be conducted according to the applica-
tion process described in paragraph VI F of
this exhibit.

c Priority on the waiting list shall be de-
termined according to paragraph VI E 3 of
this exhibit. Eligibility for cooperative mem-
bership will be determined in accordance
with subpart E to part 1944 of this chapter.

3 Separate waiting lists by categories
and/or a master waiting list with income lev-
els identified (very low-, low- and moderate-
income), and categories or priorities indi-
cated will be maintained for rural rental, co-
operative, and year-round occupancy farm
labor housing. Each list must be maintained
in chronological order. When there are sepa-
rate lists, they must be cross-referenced for
prospective tenants who fit more than one
category or priority. Separate lists may be
maintained for:

a Income levels (very low-, low-, mod-
erate-income, or ineligible).

b Various size units.
c Units for elderly, disabled, or handi-

capped persons, families, or any other com-
bination as planned for the project according
to the borrower’s loan agreement or resolu-
tion and management plan.

d Persons who require the special design
features of the handicapped accessible
units(s) in the project such as persons con-
fined to a wheelchair or requiring other aux-
iliary apparatus for mobility and/or life sup-
port. Persons on this list have priority for
these units.

e Holders of Letters of Priority Entitle-
ment issued by FmHA or its successor agen-
cy under Public Law 103–354 according to
subpart E of part 1965 of this chapter will be
given top of the waiting list priority within
an income group for the category of unit size
for which the applicant qualifies. This same
priority shall also extend to persons dis-
placed due to housing rendered uninhabit-
able or actually seized by legal action (for
other than illegal activities).

f In congregate housing projects, priority
can be given to tenants who qualify for the
services provided by the congregate facility
insofar as there is available capacity in the
facility to provide the services.

g In LH projects, lists should be main-
tained in accordance with the priorities of
occupancy established by § 1944.154 of subpart
D of part 1944 of this chapter.

h In only those projects with project
based Section 8 units, priority for such units
will go to applicants who, at their time of
housing need, are involuntarily displaced, or
living in substandard housing, or paying
more than 50 percent of income for rent.

i Tenant applicants that qualify the bor-
rower for tax credit.

4 For seasonal farm LH a waiting list
should be chronologically compiled by date
and time received as in paragraphs VI E 2
and VI E 3 of this exhibit. These lists should
be maintained for the season in which the
project will be operating. Prospective ten-
ants should be advised that the waiting list
will terminate on the closing date of the
project in any given season. Tenant selection
shall be governed according to paragraph VI
H 6 of this exhibit.
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a Seasonal LH management plans should
identify a date when applications will be ac-
cepted for a new operating season and a
waiting list compiled.

b A process should be specified in the plan
for advising prospective tenants of the appli-
cation process and the dates of project oper-
ation.

5 A waiting list must show the racial
identity of the prospective tenant. Rental
housing managers may determine how the
identification is to be made according to the
guidance found at exhibit B–14 of this sub-
part, which may include the use of a code
system.

6 When prospective tenants are first as-
signed to the waiting list, they will be noti-
fied of the category(s) to be assigned to their
application. Prospective tenants may inquire
to determine the place of their application on
the waiting list. However, to protect the pri-
vacy of all prospective tenants, the waiting
list should not be shown to any prospective
tenants.

7 Borrowers may establish a procedure for
purging the waiting list(s) periodically of
prospective tenants who are no longer inter-
ested in occupancy. The borrower must in-
form each prospective tenant of this proce-
dure and any actions they must take to
maintain their priority position on the wait-
ing list. When a name is removed from the
waiting list by the borrower, the prospective
tenant must be informed in writing at their
last known address. The letter must include
appeal rights under subpart L of part 1944 of
this chapter.

8 Expired waiting lists must be kept on
file by the borrower or management agent
until a compliance review has been con-
ducted by FmHA or its successor agency
under Public Law 103–354 in accordance with
subpart E of part 1901 of this chapter.

F Applications, eligibility determination and
notification of eligibility or rejection.

1 Application status for determining eligi-
bility. All persons desiring to apply for occu-
pancy, whether as the initial applicant
household or as a person(s) later joining an
existing tenant household, will be provided
the opportunity to submit a complete appli-
cation. The borrower or rental agent will
provide prospective tenants or members with
a written list of all information required for
a complete application and offer assistance
in completing the application if needed.

a After the potential tenant or member
has submitted all required forms and infor-
mation but additional information is re-
quired, the borrower or rental agent must
notify the applicant within 10 days of the
items needed to complete a review of eligi-
bility. The application file will be docu-
mented on the action taken.

b When the application is complete, and
occupancy by the applicant is expected with-
in 90 days of completing the application, eli-

gibility will be determined, including
verification of applicant information per-
formed according to paragraph VII of this ex-
hibit; otherwise, verification of applicant in-
formation will be initially satisfied upon suf-
ficient review of the information to deter-
mine whether the applicant is clearly eligi-
ble or not eligible.

c Applicants determined eligible will be
added to the waiting list according to para-
graph VI E 2 of this exhibit, even when an
operational project has few or no vacancies,
and there are sufficient active applications
from households determined eligible to fill
expected vacancies.

d Application fees are discouraged, but
when used, any fee charged to a prospective
tenant shall be limited to the cost of actual
services incurred for obtaining necessary in-
formation associated with completing a ten-
ant certification.

2 Fair housing restrictions and provisions.
a It shall be unlawful for a person to

make an inquiry to determine whether an
applicant for a housing unit, or anyone asso-
ciated with that applicant, has a handicap or
disability or to make inquiry as to the na-
ture or severity of a handicap or disability of
such a person. However,

b The following inquiries are not prohib-
ited, provided these inquiries are made of all
applicants, whether or not they have handi-
caps or disabilities.

(1) Inquiry into an applicant’s ability to
meet the requirements of tenancy (i.e., eligi-
bility, history of meeting financial obliga-
tions) and without being a direct threat to
the health and safety of other individuals or
whose tenancy would result in substantial
physical damage to the property of others.

(2) Inquiry to determine whether an appli-
cant is qualified for a housing unit or adjust-
ment to income available only to persons
with handicaps or disabilities or to a persons
with a particular type of handicap or dis-
ability.

(3) Inquiry to determine whether an appli-
cant for a housing unit is qualified for a pri-
ority available to persons with handicaps or
disabilities or to persons with a particular
type of handicap.

(4) Inquiring whether an applicant for a
dwelling is a current illegal user of a con-
trolled substance or has a previous convic-
tion of the same.

(5) Inquiring whether an applicant has been
convicted of the illegal manufacture or dis-
tribution of a controlled substance.

(6) Inquiring whether an applicant answer-
ing positively to F 2 b (4) or (5) of this para-
graph has successfully completed a con-
trolled substance abuse recovery program or
is presently enrolled in such a program.

3 Application requirements. At a minimum
to be considered complete, applications must
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include for each prospective tenant house-
hold sufficient information, such as the fol-
lowing, to complete a tenant certification
form:

a Name and present address.
b Household income information, as de-

fined under annual income, adjusted annual
income, and net family assets in paragraph
II of this exhibit.

c Age and number of household members.
d Indication whether applicant requests

either a handicap/disability adjustment to
income or a special handicapped accessible
unit or both.

e Applicant’s certification that the unit
applied for will be the applicant household’s
permanent residence and it does/will not
maintain a separate subsidized rental unit in
a different location.

f Signature and date section.
g Race, national origin and sex designa-

tion. This designation shall be placed as the
last section of the application form beneath
the signature and date section.

(1) The borrower or management agent will
request that each prospective tenant or
member provide this information on a vol-
untary basis to enable monitoring or compli-
ance with Federal laws prohibiting discrimi-
nation. When the applicant does not provide
this information, the rental agent or board
will complete this item based on personal ob-
servation or surname.

(2) The following disclosure notice shall
appear on the tenant application form or on
an amendment to the application:

‘‘The information regarding race, national
origin, and sex designation solicited on this
application is requested in order to assure
the Federal Government, acting through the
Farmers Home Administration or its suc-
cessor agency under Public Law 103–354, that
Federal Laws prohibiting discrimination
against tenant applicants on the basis of
race, color, national origin, religion, sex, fa-
milial status, age, and handicap are com-
plied with. You are not required to furnish
this information, but are encouraged to do
so. This information will not be used in eval-
uating your application or to discriminate
against you in any way. However, if you
choose not to furnish it, the owner is re-
quired to note the race/national origin and
sex of individual applicants on the basis of
visual observation or surname.’’

h The application form shall contain the
fair housing logotype or slogan and indica-
tion of handicap accessibility on the first
page of the form.

i Retired or disabled domestic farm labor
applicants must meet the definition require-
ments of § 1944.153 of subpart D of part 1944 of
this chapter.

4 Notification to applicant. The applicant
who has submitted a completed application
will be notified in writing that he or she has

been selected for immediate occupancy,
placed on a waiting list, or rejected.

5 Applicants determined ineligible. After due
consideration of mitigating circumstances,
applicants determined ineligible will be noti-
fied in writing of the specific reasons for re-
jection. The letter will include the following
statement: ‘‘The Fair Housing Act prohibits
discrimination in the sale, rental or financ-
ing of housing on the basis of race, color, re-
ligion, sex, handicap, familial status, or na-
tional origin. Federal law also prohibits dis-
crimination on the basis of age. Complaints
of discrimination may be forwarded to the
Administrator, FmHA or its successor agen-
cy under Public Law 103–354, USDA Wash-
ington, DC 20250.’’ This statement can be
placed on all materials and correspondence
done by the borrower, owner, or management
company.

a The rejection letter must also outline
the applicant’s rights to appeal the rejection
and be sent or hand-delivered according to
subpart L of part 1944 of this chapter except
for those clearly not eligible for occupancy
according to FmHA or its successor agency
under Public Law 103–354 regulations.

b When the rejection is based on informa-
tion from a credit bureau, the source of the
credit bureau report must be revealed to the
applicant in accordance with the Fair Credit
Reporting Act.

c Any applicant household may be re-
jected due to:

(1) A history of unjustified and/or chronic
nonpayment of rent and/or financial obliga-
tions.

(2) A history of living or housekeeping hab-
its that would pose a direct threat to the
health and safety of other individuals or
whose tenancy would result in substantial
physical damage to the property of others.

(3) A history of disturbance of neighbors.
(4) A history of violations of the terms of

previous rental agreements, especially those
resulting in eviction from housing or termi-
nation from residential programs.

d Rejection of applicants on a arbitrary
basis is prohibited. Examples of such arbi-
trary rejections includes considering the fol-
lowing factors in determining a tenant’s eli-
gibility:

(1) Race, color, religion, sex, age, familial
status, national origin, handicap (except in
those projects or portions of projects des-
ignated for elderly, disabled and/or handi-
capped, where occupancy by nonelderly, non-
disabled or nonhandicapped can be prohib-
ited).

(2) Receipt of income from public assist-
ance.

(3) Families with children of uncertain
parentage.

(4) Participation in tenant organizations.
(5) Tenants or tenant family members

with AIDS.
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e In the case of LH projects, no organiza-
tion borrower, other than an association of
farmers of family farm corporation or part-
nership, will block lease to, or otherwise re-
quire that an occupant work on any par-
ticular farm or for any particular owner or
interest as a condition of occupancy of the
housing.

f Rejected applications must be kept on
file by the borrower or management agent
for a period of 3 years or until a compliance
review has been conducted by FmHA or its
successor agency under Public Law 103–354 in
accordance with subpart E of part 1901 of this
chapter.

G Tax credit compliance. The Tax Reform
Act of 1986 permits certain RRH borrowers to
receive tax credits for low-income housing
projects if 20 percent or more of the units are
occupied by very low-income tenants whose
annual gross income is 50 percent or less of
the area median gross income; or 40 percent
or more of the units are occupied by tenants
whose annual gross income is 60 percent or
less of the area median gross income.

1 Eligible borrowers with projects quali-
fied to receive tax credits will follow the ten-
ant selection criteria of paragraph VI H of
this exhibit except that tenant selection
may be postponed until applicants for occu-
pancy are available whose occupancy will
allow borrowers to meet their tax credit re-
quirements.

2 Borrowers using IRS tax credits may
neither terminate a tenant’s occupancy nor
refuse to renew a tenant’s lease except for
material noncompliance or other good cause
as described in paragraph XIV of this ex-
hibit. Tenants whose income increases after
initial occupancy and exceeds IRS tax credit
thresholds, but otherwise still meet FmHA
or its successor agency under Public Law
103–354 income eligibility thresholds, remain
qualified to occupy with respect to income
eligibility.

H Tenant and member selection.
1 An eligible applicant will be selected

from a waiting lists(s) identifying the cat-
egory on basis of the applicant’s unit size
needed, income level (very low-, low-, mod-
erate-income, or ineligible) or from a pri-
ority waiting list, as described in paragraph
VI E of this exhibit, when the available size
unit meets the applicant’s need. The eligible
applicant will further be selected on a first-
come, first-served basis from the selected
category or priority waiting list in the fol-
lowing order:

a Very low-income
b Low-income, up to 60 percent of median

income, (in ‘‘tax credit’’ projects)
c Low-income
d Moderate-income
e Ineligible
2 When RA is available:
a Very low-income applicants eligible for

RA have a priority over all other applicants

on each type of waiting list maintained by
the borrower in accordance with paragraph
XI of exhibit E to this subpart.

b Low-income applicants may be selected
provided no very low-income applicants re-
main on the waiting list.

c Moderate-income applicants may not be
selected for occupancy when the number of
unassigned RA units equals or exceeds the
number of vacant units. (Borrowers unable
to use RA may consider requesting a transfer
of RA authority according to paragraph XV
of exhibit E of this subpart).

3 In only those projects when project
based section 8 is available, the following ap-
plicants, as described in HUD handbook
4350.3 (available at any HUD regional or area
office), will have priority over other appli-
cants if at the time of their housing needs,
they are:

a involuntarily displaced, or
b living in substandard housing, or
c paying more than 50 percent of income

for rent.
4 Selections are to be made from the

waiting list or category maintained for the
particular unit size and/or unit type in which
a vacancy exists. If the applicant cannot ac-
cept the unit at that time, the reason for not
accepting the living unit will be documented
in the project records and confirmed with
the applicant in writing. The applicant’s
name will then be removed from the waiting
list following the notice procedure at para-
graph VI E 7 of this exhibit unless the rental
agent determines that hardship exists for
reasons such as documented health problems
or project rent exceeds 30 percent of adjusted
monthly income without RA in which case
the applicant’s name will remain on the list
in chronological order. An applicant whose
name has been removed from the waiting list
may reapply.

5 When there are no applicant names on
the waiting list for the size and/or type of va-
cant living unit, a name may be selected
from the waiting list of another size and/or
type of living unit according to the date
order of the application on the master wait-
ing list. The selected tenant will be subject
to the provisions for ineligible tenants found
in paragraph VI D 7 of this exhibit and the
provisions of paragraph VI D 2 of this ex-
hibit.

6 In LH projects, paragraphs VI H 1 and 2
of this exhibit do not apply. Eligible LH ap-
plicants will be selected according to para-
graphs VI H 4 and 5 of this exhibit and the
priority stated in § 1944.154 (a) of subpart D of
part 1944 of this chapter irrespective of the
availability of RA. However, when FmHA or
its successor agency under Public Law 103–
354 concurs with the LH borrower’s deter-
mination that there is a diminished need for
housing for domestic farm laborers in ac-
cordance with § 1944.154 (b) of subpart D of
part 1944 of this chapter, all the provisions of
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this paragraph are applicable to initial occu-
pancy by applicants eligible only under the
RRH program.

I Tenant or member record file. A separate
file must be maintained for each tenant or
member. Tenants must be allowed reason-
able access to their own file for review dur-
ing regular project office hours. This file will
include items such as application, tenant
certification with attached income and ad-
justment(s), verification forms and calcula-
tions, lease or occupancy agreement and at-
tachments, inspection reports for moving in
and moving out, correspondence and notices
to the tenant or member, and any other nec-
essary information. The income verification,
tenant and member eligibility certification
and recertification information must be re-
tained for at least 3 years while the tenant
or member is living in the unit and for 3
years after the tenant or member has moved
out.

J Marketing incentives: Marketing incen-
tives, as described in the management plan,
may be used anytime as a means of main-
taining occupancy levels and revenue needed
to carry out the objectives of the housing
and the projections of the annual project
budget.

1 When a need is documented, marketing
incentives will be included in annual project
operations as reflected in the project budget,
Form FmHA or its successor agency under
Public Law 103–354 1930–7. The incentives will
be governed by the guidance at paragraph III
B 3 c of exhibit F of subpart B of part 1965 of
this chapter (available at any FmHA or its
successor agency under Public Law 103–354
office).

2 FmHA or its successor agency under Public
Law 103–354 approval of marketing incentives.

a When marketing incentives will en-
hance program objectives during a ‘‘soft’’
market and FmHA or its successor agency
under Public Law 103–354 is otherwise not
aware of any loan servicing difficulties of
major concern, cost effective incentives may
be approved by the FmHA or its successor
agency under Public Law 103–354 Servicing
Official as part of normal project budget ap-
proval.

b When major loan servicing difficulties
exist, cost effective marketing incentives
may be approved as part of a servicing plan
according to the provisions of exhibit F of
subpart B of part 1965 of this chapter (avail-
able in any FmHA or its successor agency
under Public Law 103–354 office).

VII Certification and Verification of Tenant or
Member Income and/or Employment Informa-
tion and Corrective Actions.

The borrower/management agent shall ob-
tain tenant or member authorization to
verify income and/or employment informa-
tion needed to establish eligibility before
pursuing verifications.The Borrower/man-

agement agent shall seek verification of in-
come and/or employment information dis-
closed from third party sources without fur-
ther involvement of the members of the ten-
ant household. This borrower/management
agent shall seek to verify employment for all
FMH program recipients. The borrower/man-
agement agent shall also seek to verify in-
come for all MFH program recipients, except
those residents of LH farm borrowers who
are living in housing provided on a nonrental
basis. The applicable employment and/or in-
come verifications must normally be verified
by the borrower or management agent before
the person is determined eligible. Exceptions
may be made for those unusual cases de-
scribed herein. Information for the deter-
mination of eligibility is valid for not more
than 90 days before the effective date of the
tenant certification. Should verifications re-
veal discrepancies from the information pro-
vided, the borrower or management agent
will seek prompt resolution using the prin-
ciples set out in this subpart.

A Verification of income from employment.
Verification of income from employment,
authorized by the tenant or member/appli-
cant, must be obtained from the employer in
writing and filed in the ‘‘Tenant or Member
Record File.’’ Form FmHA or its successor
agency under Public Law 103–354 1910–5, ‘‘Re-
quest for Verification of Employment,’’ or
comparable form, will be used for this pur-
pose. (A reproducible copy of Form FmHA or
its successor agency under Public Law 103–
354 1910–5 is available in any FmHA or its
successor agency under Public Law 103–354
office.)

B Verification of income from other sources.
Any income from other than employment
(e.g., social security, Veterans Administra-
tion, public assistance) must be verified in
writing by the income source. Verification of
income must be documented and filed in the
‘‘Tenant or Member Record File.’’ When it is
not immediately possible to obtain the writ-
ten verification from the income source, the
income may be temporarily verified by actu-
ally examining the income checks, check
stubs, or other reliable data the person pos-
sesses which indicates gross income.

C Verification of income and/or employment
for LH tenants.

1 Verification of income from all sources. In-
come verification is required for domestic
farm laborers, including migrant farm-work-
ers, except for those farmworkers where
their housing is provided rent free on a farm
as part of their employment compensation
for farm labor performed on the farm where
they live and work. All domestic farm-
workers, where income verification is re-
quired, must have a substantial portion of
income from farm labor as defined in
§ 1944.153 of subpart D of part 1944 of this
chapter. When the tenants do not have easily
verifiable income, the borrower may forecast
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income expected to be received by the tenant
during occupancy for determining eligibility
and subsidy assistance.

2 Farm labor employment verification. Farm
labor employment verification is required
for all domestic farm laborers, whether they
are year-round, seasonal, or migrant farm-
workers, or farmworkers living in rent-free
housing on the farm where they work. Such
employment verification is in addition to
the income verification requirements de-
scribed in paragraph VII C 1 of this exhibit.

3 Third party verification.
a Third party verification of income and

employment, as applicable, is required when-
ever it is possible or available.

b When third party verification of income
and employment is not possible or available,
for reasons such as refusal or lack of third
party availability or cooperation, the bor-
rower may ‘‘self-certify’’ the farmworker ap-
plicant using any available documents or
records the applicant may have or informa-
tion the applicant can provide. In the ab-
sence of available income and employment
documents, records, or information, the bor-
rower may forecast income as described in
paragraph VIIC1 of this exhibit.

4 Tenant record file. Verifications of any
type must be documented and filed in the
‘‘Tenant Record File’’ or in the borrower
loan docket, as appropriate.

D Sample of tenant or member income and/or
employment verification.

1 The Servicing Office staff is required to
make a sample of tenant or member income
verifications and adjustments to income; in
the case of LH tenants, employment
verifications for use in evaluating the ade-
quacy of such verifications. This will nor-
mally be performed during a scheduled su-
pervisory visit.

2 The sample will follow the process set
out in exhibit F–1 of this subpart. The sam-
ple can be derived from information on the
certification forms that will be submitted to
the Servicing Office in accordance with para-
graph VII F of this exhibit and may include
verification of information from third party
sources. At least six tenant households will
be sampled (or 100 percent of all tenant
households for projects having six or fewer
units) during any sampling.

3 The sample should be representative of
very low-, low-, and moderate-income per-
sons in the project, including those receiving
subsidy assistance, those paying in excess of
the level cited in paragraph IVA2c (1), (2), or
(3) of this exhibit for the costs of rent or oc-
cupancy charge and utilities, and those pay-
ing the note rate rent.

4 The Servicing Office staff will conduct
the sample (and document the selection
method) at any time he/she may be knowl-
edgeable of discrepancies in income and/or
employment verifications.

5 If the sample discloses discrepancies of
amounts in excess of $40 monthly or $480 an-
nually, the Servicing Officer will be required
to notify the borrower/management agent to
resolve the issues. Should resolution not be
satisfactorily approved, the Servicing Officer
will be required to investigate further and
report to the State Director along with a
recommendation for further action. Such
further actions may include those authorized
under FmHA or its successor agency under
Public Law 103–354 Instructions 2012–B or
1940–M (available in any FmHA or its suc-
cessor agency under Public Law 103–354 of-
fice) or subpart N of part 1951 of this chapter.

E Use of HUD certification form for Section
8 or Section 8 Rental Certificate or Rental
Voucher Recipients. HUD Form 50059, or an-
other HUD form approved by HUD for this
purpose, may be used in lieu of Form FmHA
or its successor agency under Public Law
103–354 1944–8 for the tenants receiving
project based Section 8 or tenant based Rent-
al Certificate or Rental Voucher assistance.
However, the tenant’s income cannot exceed
FmHA or its successor agency under Public
Law 103–354 limits for the type of housing
project involved if it has been calculated ac-
cording to the formula contained in Form
FmHA or its successor agency under Public
Law 103–354 1944–8.

F Certifications and corrective actions.
1 To be current, the tenant or member

certification Form FmHA or its successor
agency under Public Law 103–354 1944–8 (or
for section 8, the appropriate HUD form)
must be submitted in such manner that it is
received in the FmHA or its successor agen-
cy under Public Law 103–354 Servicing Office
by the close of business (COB) of the due date
as follows:

a New tenant or member move-in certifi-
cation due date.

(1) Move in on the 2nd through the 23rd. The
certification is due for receipt in the Serv-
icing Office on or before the first of the next
month for all new tenants or members per-
mitted to move in for occupancy from the
2nd through the 23rd day of a month for over-
age charges to be avoided (EXAMPLE: A
change is reported on July 2nd, the effective
date is August 1, and the Servicing Office
must receive the certification by COB on Au-
gust 1). If the due date falls on a non-work-
ing day, overage will not be charged if the
tenant certification is received in the Serv-
icing Office on the next working day.

(2) Move in from 24th through the 1st of next
month. The certification is due for receipt in
the Servicing Office on or before the tenth of
the month in which it is effective in order to
avoid overage charges (EXAMPLE #1: Move-in
is June 24th, effective date is July 1st and
the Servicing Office must receive the certifi-
cation by COB July 10th. EXAMPLE #2: Move-
in is July 1st, effective date is July 1st and
the Servicing Office must receive by COB
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July 10th). If the due date falls on a non-
working day, overage will not be charged if
the tenant certification is received in the
Servicing Office on the next working day.

b Certification due dates for renewals. Ten-
ant certifications represent the contractual
basis for delivery of benefits to tenants.
Therefore, any certification being renewed
must be received by Servicing Officials on or
before the effective date in order to avoid
overage charges. The effective date is the
first day of the month following expiration
of the current certification. Certifications
expire on the last day of the month, 12
months from the effective date (EXAMPLE:
The last certification was effective on July 1
and its ending period date was 12 months
later on June 30, therefore, the renewed cer-
tification effective date is July 1). If the due
date falls on a nonworking day, overage will
not be charged if the tenant certification is
received in the Servicing Office on the next
working day.

c Tenant reported changes and corrective ac-
tions. Changes to unexpired tenant certifi-
cations represent adjustments to the exist-
ing contractual basis for delivery of benefits
to tenants. Therefore, overage may not be
invoked as a penalty for any late reporting,
since overage is merely an offset to arrive at
the proper subsidy benefits a tenant is enti-
tled to receive. Tenants are responsible for
reporting any changes in household gross in-
come, adjustments to household income or
changes in household size (as set out in para-
graph VIIF3a of this exhibit) no later than 30
days after the change occurred. Landlords
must recertify tenant households in accord-
ance with the provisions of paragraph VIIF3b
of this exhibit. When recertification is re-
quired, landlords must promptly seek to
verify employment and/or income with third-
party sources in accordance with the provi-
sions of paragraphs VII A, B, C, and F 10 of
this exhibit. Once verification is obtained
from third-party sources, landlords are ex-
pected to forward such certifications to the
Servicing Office in accordance with the
timeframes set out herein.

(1) Reporting 2nd through 23rd. If the third-
party verifications are received from the 2nd
through the 23rd day of the month, the recer-
tification is due for receipt in the Servicing
Office on or before the first day of the next
month. If the due date falls on a nonworking
day, it will be considered on time if received
in the Servicing Office on the next working
day.

(2) Reporting 24th through the 1st of the next
month. If the third-party verifications are re-
ceived from the 24th through the 1st of the
next month, the recertification is due for re-
ceipt in the Servicing Office on or before the
COB on the tenth of the month. If the due
date falls on a nonworking day, it will be
considered on time if received in the Serv-
icing Office on the next working day.

(3) Effective date of changed net tenant con-
tribution. The effective date of a tenant’s
changed net tenant contribution will be the
first day of the month following third-party
verification of changes or the first day of the
following month (generally 30 days later)
permitted according to the tenant notice re-
quirements of State or local law.

(4) Corrective actions on tenant problems.
(i) Should the tenant be found to not com-

ply with the 30-day reporting requirements,
the landlord may initiate actions as set out
in the lease and the Agency may initiate ac-
tion to ensure appropriate corrective action
is taken.

(ii) If the landlord chooses to pursue termi-
nation, the landlord need not further pursue
recovery of any improper benefits from the
tenant but shall instead forward a report on
the circumstances to the Agency for its con-
sideration on whether to initiate an appro-
priate servicing action.

(iii) If the landlord chooses to permit the
continued occupancy by the tenant the land-
lord must take steps to pursue corrective ac-
tions, taking into consideration any rights
the tenant may have under the grievance
procedures in subpart L of part 1944 of this
chapter.

(iv) In processing corrective actions where
existing certifications have not expired,
overage may not be charged for failure to re-
port changes in a timely manner and the
note rate rent will not be charged. Proc-
essing corrective actions will use the cor-
rected accurate information to establish the
proper rent levels, subsidies, and any overage
charges using the same principles as would
apply had the change been promptly proc-
essed.

(v) Upon determining any resulting dif-
ferences, the landlord may initiate actions
to seek recovery from the tenant of any im-
proper benefits derived from inappropriate
rent levels or inappropriate subsidies. Such
recovery efforts will normally not extend
over a 3-month period, but may not ever ex-
tend over a 12-month period.

(vi) The Servicing Office may be consulted
if guidance is needed on processing correc-
tive actions when payments are affected.

(vii) When appropriate, the Agency may
pursue servicing initiatives which may in-
clude seeking corrective action by the land-
lord or using the authorities set out in sub-
part N of part 1951 of this chapter or FmHA
or its successor agency under Public Law
103–354 Instruction 2012–B (available in any
FmHA or its successor agency under Public
Law 103–354 office).

(5) Corrective actions on landlord problems.
Should the landlord be found to not comply
with the above reporting dates, the Agency
may initiate action to ensure that the proper
rent levels were assessed, the proper pay-
ments were remitted to the Government, and
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that any remittances involving any improp-
erly paid Government subsidies are recov-
ered by the Government. Such initiations
may involve seeking corrected payment re-
mittances, or the use of authorities set out
in subpart N of part 1951 of this chapter as
cited in paragraph VII F 1 c (4) of this ex-
hibit.

d Modifications.
(1) Modifications will likely result from

changes to project rents or utility allow-
ances or when the tenant household moves
to a different unit within the project. In such
cases the landlord may revise the unexpired
tenant certification form by notating the
changes in rents or utility allowances and
recomputing the net tenant contribution
when necessary.

(2) Unexpired tenant certification forms
showing modification(s) which do not result
from changes in income or adjustments to
income or change of household size or com-
position need not be submitted to the Agen-
cy. Such modifications do not affect the cer-
tification effective dates or expiration dates
of the certification form being modified,
therefore, the certification expiration date
will remain unchanged (and overage is not
applicable). (EXAMPLE: Certification with a
July, 19xx effective date is in effect for a 12-
month period, and any mid-term modifica-
tion will not alter the July 1, 19xx effective
date).

(3) Form FmHA or its successor agency
under Public Law 103–354 1951–29, ‘‘Multiple
Family Housing—Changes To Tenant Sta-
tus,’’ or similar reporting format, will be
prepared and submitted to report the modi-
fications, impact on rental assistance, move-
outs, 60-day absences, and expired tenant
certifications.

2 When the Servicing Office does not have
a certification in the office as required in F
1 of this paragraph, the tenant or member is
ineligible for RA and interest credit for that
month and overage for the month will be
charged to the project account. This does not
apply to modification of a certification as
described in paragraph VII F 1 d of this ex-
hibit or in a situation as described at para-
graph XIV A 5 b (2)(vi) of this exhibit.

a If a formal eviction process has started,
the provisions of paragraph VII F 6 d of this
exhibit will be followed.

b If the late certification was due to non-
cooperation by the tenant or member (non-
cooperation does not include situations be-
yond the control of the tenant member, such
as delays by third-party sources in com-
pleting income or employment
verifications), overage must be paid and is a
project expense; however, the borrower or
management agent may attempt to recover
the charge by billing the person note rate
rent (overage) for the month. If the error was
due to the borrower’s or management’s ac-
tion, the cost of overage will be a project ex-

pense and it will not be charged to the per-
son.

c Overage charges due to negligent man-
agement may not be considered cause for a
rent increase. The costs should be deducted
from return on owner investment or from
management agent fees and may be cause for
requiring different management.

3 Reporting changes.
a Tenant reporting. Tenants must report

changes in household income (gross income)
or adjustments to household income. In addi-
tion, any change in household size must be
promptly reported to the landlord. Changes
to household income may result from
changes in hours worked, salary rates, social
security, pensions, public assistance pay-
ments, the sale of assets, interest income,
the amount of net family assets exceeding
$5,000, imputed income, or other sources of
income. Changes in adjustments to income
may result from changes in household mem-
bers other than the tenant or cotenant (e.g.,
changes in the number of minors, disabled,
handicapped or full-time students 18 or
older), changes in the tenant or cotenant
(e.g., changes in the elderly, disabled, or
handicapped status), changes in medical care
expenses, and changes in child care expenses.

b Landlord reporting. Landlords must re-
certify tenant households whenever perma-
nent changes to gross household income or
permanent adjustments to household income
result in an increase of $40 or more per
month or $480 or more per year. Landlords
must recertify tenant households whenever
changes to permanent household income or
permanent adjustments to household income
result in a decrease of $20 or more per month
or $240 or more per year. If the permanent
gross income of a tenant household does not
exceed $20 a month or $240 annually, and the
tenant requests certification, the borrower
will process the recertification. In addition,
landlords must recertify changes in house-
hold size or composition.

4 The current certification form will be
revised by correcting entries and being ini-
tialed by the tenant or member and the own-
er’s representative when there are project
changes such as:

a Changed rental or occupancy rates and/
or utility allowances.

b Tenant or member relocation within
the project.

c Addition or removal of household RA.
5 Form FmHA or its successor agency

under Public Law 103–354 1944–8 must be proc-
essed as follows:

a Borrowers or their representatives may
sign Form FmHA or its successor agency
under Public Law 103–354 1944–8 up to 60 days
prior to the effective date.

b Borrowers or their representatives
should submit Form FmHA or its successor
agency under Public Law 103–354 1944–8 to the
FmHA or its successor agency under Public
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Law 103–354 Servicing Office during the 30
day period preceding the effective date. Bor-
rowers should not delay submitting certifi-
cations until Form FmHA or its successor
agency under Public Law 103–354 1944–29 is
submitted. Borrowers should avoid submit-
ting certifications just before or on the first
day of a month to reduce impact on first of
month account servicing at the Servicing Of-
fice, and to minimize late delivery and the
charge of overage.

c The FmHA or its successor agency
under Public Law 103–354 Servicing Office
date stamps each Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
8 when received, reviews each form sub-
mitted and determines that the information
is complete, and correctly computed based
on the information provided on the form (see
Guide Letter 1930–1 for use in noting excep-
tions).

d The FmHA or its successor agency
under Public Law 103–354 approved tenant
certifications and recertifications have an
effective period of 12 months. The effective
period begins on the effective date which is
always the first day of a month.

6 Each tenant or member must be recer-
tified within 12 months of the previous cer-
tification. Tenants receiving Section 8 as-
sistance will be certified according to HUD
regulations.

a It is the tenant’s or member’s responsi-
bility to provide income information and
sign the certification form as a condition for
continued occupancy. Failure to do so will
cause a charge for overage/surcharge during
those months such information was not pro-
vided, and it may result in termination of
occupancy.

b The borrower’s responsibility is to:
(1) Notify the tenant or member that a cur-

rent certification and income verification is
required before the due date and explain the
procedure necessary to accomplish recertifi-
cation. Normally, this initial written notice
will be sent 75 to 90 days prior to the expira-
tion date of the current certification; then

(2) Obtain verification of income from ten-
ant or member records and/or directly from
tenant or member employers and process the
appropriate tenant recertification; and

(3) Submit the signed recertification to be
received by the Servicing Office by the due
date stipulated in paragraph VII F 1.

(c) The borrower must provide a second
written notice to the tenant or member 30
days prior to the due date if they have not
responded. The second notice must advise
the tenant or member that without a current
certification, the person will be required to
pay note rate rent or occupancy charge (i.e.,
the person pays overage) and that termi-
nation proceedings may be started as of the
due date since an annual recertification is
required for continued occupancy. [NOTE: In
any event, the borrower is required to pay

the overage amount to FmHA or its suc-
cessor agency under Public Law 103–354 ac-
cording to § 1951.506(a)(5)(iii) of subpart K to
part 1951 of this chapter.] If the tenant or
member has RA, the person must be advised
that without a current certification, the per-
son’s RA will be canceled and possibly may
not be immediately available for reinstate-
ment should a proper certification be pro-
vided at a later date.

d When a notice of termination has been
served on a tenant or member for failure to
recertify, the borrower must provide a copy
of the termination notice to the Servicing
Office prepared according to paragraph XIVB
of this exhibit. If the Servicing Official does
not receive a new certification on such per-
son(s), the Servicing Official will annotate
the project master list with an E beside the
‘‘Expiration Date of Tenant Certification’’
on Form FmHA or its successor agency
under Public Law 103–354 1944–29 for the ap-
propriate tenant(s) or member(s). The Serv-
icing Official will continue to authorize in-
terest credit and waiver of overages while
the termination is being actively pursued
until resolution of the termination. The pay-
ment of RA will be suspended during the ter-
mination process. Upon conclusion of the
termination process the RA will either be re-
instated or given to another tenant or mem-
ber.

7 The borrower must submit Form FmHA
or its successor agency under Public Law
103–354 1944–29 to the Servicing Office with
each payment, report of overage, or request
for RA as required in paragraph XIIIC2f(1) of
this exhibit. The calculations on part II of
the form must be for tenants or members in
residence on the first day of the month pre-
ceding the payment due date. All calcula-
tions will be made as if the tenant or mem-
ber was in residence for the full month. Ad-
justments Will Not Be Made to the Bor-
rower’s Subsidy, RA Request, Payment, or
Overage Charges for Persons Moving in or
Out After the First of the Month. (See Guide
Letter 1930–1 for any necessary Servicing Of-
ficial’s response after review of Form FmHA
or its successor agency under Public Law
103–354 1944–29.)

8 Paragraph VIII B 4 b of this exhibit is a
required lease or occupancy agreement pro-
vision requiring tenants or members to no-
tify the management of any change in gross
household income or adjustments to income,
or size or composition of household. Upon re-
ceipt of such notice, the borrower must
promptly obtain a new certification form
and income verification and submit it to the
Servicing Office when there is a permanent
change in size or composition of the house-
hold, or a permanent increase of $40 or more
per month ($480 per year) or a permanent de-
crease of $20 or more per month ($240 per
year) in gross household income or adjust-
ment to income.
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9 When a borrower/agent believes that an
applicant/tenant or member certification or
income verification is inaccurate, they may
provide the information including the ten-
ant’s or member’s social security number to
the Servicing Office requesting a further
verification through the appropriate State
employment agency. The Servicing Office
will forward the request to the State Direc-
tor for submission to the State Agency that
keeps records on the incomes of wage earn-
ers. The State Director will develop a meth-
od of obtaining the information from the
State Agency. Any reasonable cost for infor-
mation provided by a State shall be a project
expense.

10 Landlords may use the following emer-
gency certification/recertification procedure
in the unusual cases described herein, but
must otherwise meet the FmHA or its suc-
cessor agency under Public Law 103–354 sub-
mission requirements stated in paragraph
VII F 1 of this exhibit:

a When a tenant or member applicant
needs to initially occupy before income
verification is complete, or when a borrower
has been unable to initiate recertification on
time, an ‘‘estimated’’ verification may be
performed and the certification and the lease
or occupancy agreement completed and
marked ‘‘subject to verification of income.’’
Temporary verification may also be obtained
through contacts with individuals who may
be knowledgeable of the person’s income.
When no other verifiable source is available,
a written, dated, and signed statement, cer-
tifying that the disclosed annual gross in-
come of the household is accurate to the best
knowledge of the tenant or member, may be
accepted. After normal verification is com-
pleted, any needed adjustment in tenant or
member contribution can be made and re-
corded on the certification and when appro-
priate, the lease or occupancy agreement.

b When a tenant or member decides to
continue occupancy after giving indication
of vacating the project and insufficient time
remains to complete the verification of in-
come or when an employer fails to return a
verification of income on time, the proce-
dure of F 10 a of this paragraph may be fol-
lowed.

c When a delay is caused by cir-
cumstances beyond the control of the tenant
or landlord, such as when delays are encoun-
tered in receiving verification of income, em-
ployment, etc., from third party sources, the
procedure of F 10 a of this paragraph may be
followed.

G Mid-month tenant or member certification.
The certification effective date for a tenant
or member starting occupancy on a day
other than the first day of the month shall
be the first day of the following month. Cer-
tification shall be completed according to
paragraph VII F of this exhibit.

H Resolution of suspected inaccurate infor-
mation. Should forms, interviews, unit in-
spections, complaints, or other information
bring into question the accuracy or reason-
ableness of information relied upon to qual-
ify the residents for occupancy or benefits, it
should be further explored and resolved by
the owner and/or management agent. Should
the matter remain unsolved, the borrower or
management agent may forward a report to
the Agency along with a recommendation for
further action. The Agency may evaluate
such material to determine whether further
action is warranted. Such actions may in-
clude those authorized under FmHA or its
successor agency under Public Law 103–354
Instructions 2012–B, 1940–M, or subpart N of
part 1951 of this chapter (available in any
FmHA or its successor agency under Public
Law 103–354 office).

VIII Lease Agreements, Occupancy Agree-
ments, Rules, and Other Tenant Information: A
lease agreement is a written contract be-
tween a tenant and landlord assuring the
tenant quiet, peaceful enjoyment and exclu-
sive possession of a specific dwelling unit in
return for payment of rent and reasonable
use and protection of the property. The con-
tract between a cooperative member and the
cooperative is called an occupancy agree-
ment. Should the provisions of any lease or
occupancy agreement be in violation of any
State or local law, it may be modified to the
extent needed to comply with the law; how-
ever, the change should be as consistent as
possible with the provisions set out herein.

A Form of lease or occupancy agreement.
Each State Director is encouraged to prepare
a sample lease form complying with indi-
vidual State laws and FmHA or its successor
agency under Public Law 103–354 require-
ments. Occupancy agreements for coopera-
tives are to be prepared in accordance with
applicable State laws and subpart E of part
1944 of this chapter. The State Director may
incorporate clauses which meet a specific
need in compliance with State law. Any sam-
ple lease must be reviewed and approved by
the OGC before being provided to borrowers
as a guide for preparing an acceptable
project lease.

1 All leases will be in writing. Initial
leases for units for which tenants are eligible
must cover a period of 1 year. If the tenant
is not subject to termination of occupancy
according to paragraph XIV A of this ex-
hibit, a renewal lease, or an addendum of
lease extension, shall cover a period of 1
year. Leases for LH may be for shorter peri-
ods where occupancy is typically seasonal.
Leases for all tenants signed after notifica-
tion of intent to prepay, but prior to prepay-
ment, may be for a term which ends on the
date of prepayment. Leases for tenants who
entered a project with a Letter of Priority
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Entitlement and who are temporarily occu-
pying a unit for which they are not occu-
pancy eligible, will have the clause in para-
graph VIII C 1 of this exhibit inserted to deal
with their obligation to move when an eligi-
ble unit becomes available.

2 Leases and occupancy agreements must
contain an appropriate escalation clause per-
mitting changes in basic and/or note rate
rents or occupancy charges prior to the expi-
ration of the document. Such changes would
normally be necessary due to changing util-
ity and other operating costs. Any changes
must be approved by FmHA or its successor
agency under Public Law 103–354 according
to exhibit C of this subpart. Leases must
specify that no increases in tenant contribu-
tion to rent will take place due to prepay-
ment of the FmHA or its successor agency
under Public Law 103–354 loan during the
term of the lease. Leases must also state
that should any Federal subsidies paid to the
borrower on behalf of tenants be suspended
or canceled, due to a monetary or nonmone-
tary default by the borrower, the monetary
payment made by the tenant to the borrower
(or, when applicable, the monetary payment
received by the tenant from the borrower)
shall not change over that which would have
been required had the subsidy remained in
place.

3 Pursuant to the Fair Housing Amend-
ments Act of 1988, no provision may be incor-
porated into a lease that would prohibit:

a Occupancy by families with children
under 18 years of age. As applied to housing
designated as elderly, those residing with the
elderly household who are under 18 years of
age may not be excluded under the terms of
the lease.

b Occupancy by a person with a handicap
who is willing and able to make reasonable
modifications to an apartment unit, at the
tenant’s expense, to afford such person full
enjoyment of the apartment. The owner may
include in the lease, where reasonable, per-
mission to occupy the apartment on the con-
dition the tenant agrees to restore the inte-
rior of the apartment to the condition that
existed before any modifications, reasonable
wear and tear excepted.

4 In areas where there is a concentration
of non-English speaking individuals in the
project or in the community, leases or occu-
pancy agreements and the established rules
and regulations for the project written in
both plain English and the appropriate non-
English language must be available to the
tenants or members. The tenant or member
should have the opportunity to examine and
execute either form of lease or occupancy
agreement.

5 The form of lease or occupancy agree-
ment to be used by the borrower and any
modifications of the same must be approved
by the FmHA or its successor agency under
Public Law 103–354 Servicing Official. When

submitting a lease or occupancy agreement
form for FmHA or its successor agency under
Public Law 103–354 approval, it must be ac-
companied by a letter from a practicing at-
torney licensed in the State regarding its
legal sufficiency and compliance with State
law and FmHA or its successor agency under
Public Law 103–354 regulations.

6 A copy of a properly completed and ap-
proved exhibit A–6 of subpart E of part 1944
(when the tenant or member will pay utili-
ties) and a copy of the established rules and
regulations for the project will be provided
to the tenant or member as attachments to
the lease or occupancy agreement.

7 A copy of a properly completed and
signed Form FmHA or its successor agency
under Public Law 103–354 1944–8 or HUD Form
50059 or other HUD approved form for those
tenants receiving HUD section 8 tenant sub-
sidy will be used to calculate each tenant’s
contribution and will be provided to the ten-
ant as an attachment to the lease.

B Required lease or occupancy agreement
clauses. The following clauses will be re-
quired in leases used in connection with
FmHA or its successor agency under Public
Law 103–354-financed housing projects. Only
clauses in paragraphs VIII B 1, VIII B 4 b,
VIII B 4 d, VIII B 4 e, VIII B 5, and VIII B 7
of this exhibit are applicable to cooperative
occupancy agreements.

1 All lease and occupancy agreements
must include a statement indicating that the
project is financed by FmHA or its successor
agency under Public Law 103–354 and is sub-
ject to nondiscrimination provisions of title
VI of the Civil Rights Act of 1964, title VIII
of the Fair Housing Act, section 504 of the
Rehabilitation Act of 1973, and the Age Dis-
crimination Act of 1975; and that all com-
plaints are to be directed to the Adminis-
trator, FmHA or its successor agency under
Public Law 103–354, USDA, Washington, DC
20250. However, complaints of Fair Housing
violations may be sent directly to the Sec-
retary of Housing and Urban Development,
Washington, DC 20410.

2 All lease agreements must specify that
should the unit become overcrowded or un-
derutilized or should the tenant no longer
meet the eligibility requirements of the
project during the term of the lease agree-
ment, he/she will be required to vacate the
unit at the end of the lease term unless eligi-
bility can be established following specified
steps, such as moving to an appropriate size
unit, or an exception is granted by manage-
ment.

3 All lease agreements must contain a
provision that a tenant household’s tenancy
still exists during the time that the tenant
household’s personal possessions remain in
the apartment unit after the tenant house-
hold has personally ceased occupancy with
the intent to vacate and leave the project,
until such time the personal possessions
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have been removed voluntarily or by legal
means, subject to the provision of State or
local law in such matters.

4 All leases used in FmHA or its suc-
cessor agency under Public Law 103–354-fi-
nanced RRH projects must include the fol-
lowing clauses except for persons who are el-
derly, disabled, or handicapped living in a
full profit plan project unless otherwise
noted. (Cooperative occupancy agreements
must include the clauses contained in para-
graphs VIII B 4 b, VIII B 4 d, and VIII B 4 e
of this exhibit.)

a ‘‘I understand that I will no longer be
eligible for occupancy in this project if my
income exceeds the maximum allowable ad-
justed income as defined periodically by the
Farmers Home Administration or its suc-
cessor agency under Public Law 103–354 for
the (State/Territory).’’

b ‘‘I agree I must immediately notify the
[landlord or cooperative] when there is a
change in my gross income or adjustment to
income, or when there is a change in the
number of persons living in the household. I
understand my rent or benefits may be af-
fected as a result of this information. I also
understand that failure to report such
changes may result in my losing benefits to
which I may be entitled or may result in the
[landlord or cooperative] taking corrective
action if benefits were mistakenly received.
I understand the corrective action the [land-
lord or cooperative] may take includes the
initiation of a demand for repayment of any
benefits or rental subsidies improperly re-
ceived, initiation of a notice to cancel any
rental assistance or section 8 assistance
being received for the balance of my certifi-
cation period, initiation of a notice to in-
crease my monthly rent to $ll per month
(note rate rent for Plan II projects or 125 per-
cent of rent in Plan I projects), or initiation
or a notice of termination. I understand that
one or more of these remedies may be initi-
ated at the option of the [landlord or cooper-
ative].’’

c ‘‘I understand that I must promptly no-
tify the lessor of any extended absences and
that if I do not personally reside in the unit
for a period exceeding 60 consecutive days,
for reasons other than health or emergency,
my net monthly tenant contribution shall be
raised to $ll per month (note rate rent for
Plan II projects or 125 percent of rent in Plan
I projects) for the period of my absence ex-
ceeding 60 consecutive days. I also under-
stand that should any rental assistance be
suspended or reassigned to other eligible ten-
ants, I am not assured that it will still be
available to me upon my return. I also un-
derstand that if my absence continues, that
as landlord, you may take the appropriate
steps to terminate my tenancy.’’

d ‘‘I understand that should I receive oc-
cupancy benefits to which I am not entitled
due to my/our failure to provide information

or due to incorrect information provided by
me or on my behalf by others, or for any
other household member, I may be required
to make restitution and I agree to repay any
amount of benefits to which I was not enti-
tled.’’

e ‘‘I understand that income certification
is a requirement of occupancy and I agree to
promptly provide any certifications and in-
come verifications required by the owner or
cooperative board to permit determination
of eligibility and, when applicable, the
monthly tenant or member contribution to
be charged.’’

5 Leases and occupancy agreements used
by borrowers participating in the FmHA or
its successor agency under Public Law 103–
354 RA program will contain the following
clauses. (These clauses can be made an ad-
dendum to the lease and they must be signed
by the lessor and lessee):

‘‘I understand and agree that as long as I
receive rental assistance, my gross monthly
contribution (as determined on the latest
Form FmHA or its successor agency under
Public Law 103–354 1944–8, which must be at-
tached to this lease) for rent or occupancy
charge and utilities will be $ll. If I pay any
or all utilities directly (not including tele-
phone or cable TV), a utility allowance of
$ll will be deducted from my gross month-
ly contribution and my resulting net month-
ly contribution will be $ll. If my net
monthly contribution would be less than
zero, the lessor will pay me $ll.

I also understand and agree that my
monthly contribution under this lease or oc-
cupancy agreement may be raised or low-
ered, based on changes in the household in-
come or adjustments to income, failure to
submit information necessary to certify in-
come, changes in the number and age of per-
sons living in the household, and on the esca-
lation clause in this contract. Should I no
longer receive rental assistance as a result of
these changes, or the rental assistance
agreement executed by the [owner or cooper-
ative] and FmHA or its successor agency
under Public Law 103–354 expires, I under-
stand and agree that my monthly contribu-
tion may be adjusted to no less than $ll

(basic) nor more than $ll (note rate) during
the remaining term of this [lease or occu-
pancy agreement], except that based on the
escalation clause in this contract these rates
may be changed by a Farmers Home Admin-
istration or its successor agency under Pub-
lic Law 103–354 approved rent or occupancy
charge change.’’

[Note No. 1: Eligible borrowers with LH
loans and grants, Plan I direct RRH or in-
sured RRH loans approved before August 1,
1968, may omit the words ‘‘no less than $ll

(Basic) nor more than’’ from the last sen-
tence of the above statement.]
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‘‘I understand that every effort will be
made to provide rental assistance so long as
I remain eligible and the rental assistance
agreement between the [owner or coopera-
tive] and FmHA or its successor agency
under Public Law 103–354 remains in effect.
However, should this assistance be termi-
nated I may arrange to terminate this con-
tract, giving proper notice as set forth else-
where in this [lease or occupancy agree-
ment].’’
[Note No. 2: The following additional clause
is needed by those borrowers with Plan I di-
rect or insured RRH loans approved before
August 1, 1968.]

‘‘I further agree that should I be permitted
to occupy when my income exceeds max-
imum limits, I shall pay a 25 percent rental
rate surcharge in addition to my rental rate
of $ll.’’

6 For leases with tenants occupying units
in which borrowers are operating under Plan
I either with or without interest credit ap-
proved on or after August 1, 1968:

‘‘I understand and agree that my rent rate
of $ll (includes) (excludes) my cost of utili-
ties. I further understand and agree that
should I be permitted to occupy when my in-
come exceeds maximum limits, I shall pay a
25 percent rental rate surcharge in addition
to my rental rate.’’

7 For leases or occupancy agreements in
projects which borrowers are operating
under Plan II Interest Credit Only:

‘‘I understand and agree that my gross
monthly contribution as determined on the
latest Form FmHA or its successor agency
under Public Law 103–354 1944–8, which must
be attached to this contract, for [rent or oc-
cupancy charge] and utilities will be $ll.

If I pay any or all utilities directly (not in-
cluding telephone or cable TV), a utility al-
lowance of $ll will be deducted from my
gross monthly [rent or occupancy charge] ex-
cept that I will pay not less than the basic
rent nor more than the note rate [rent or oc-
cupancy charge] stated below. My net
monthly [rent or occupancy charge] will be
$ll. I understand that should I receive
rental subsidy benefits (interest credit) to
which I am not entitled, I may be required to
make restitution and I agree to pay any
amount of benefit to which I was not enti-
tled. I also understand and agree that my
monthly tenant [rent or occupancy charge]
under this [lease or occupancy agreement]
may be raised or lowered based on changes in
the household income, failure to submit in-
formation necessary to certify income,
changes in the number and age of persons
living in the household, and on the esca-
lation clause in this contract. My [rent or
occupancy charge] will not, however, be less
than $ll (basic) nor more than $ll (note
rate) during the term of this contract, except
that based on the escalation clause in this

[lease or occupancy agreement], these rental
rates or occupancy charges may be changed
by a Farmers Home Administration or its
successor agency under Public Law 103–354
approved [rent or occupancy charge]
change.’’

8 Leases used by borrowers with LH loans
and/or grants will use the following addi-
tional clauses:

a ‘‘I understand that the project is oper-
ated and maintained for the purpose of pro-
viding housing for domestic farm laborers
and their immediate families. I do hereby
certify that a substantial portion of my im-
mediate family income is and will be derived
from farm labor. I further understand that
domestic farm labor means persons who re-
ceive a substantial portion of their income
as laborers on farms in the United States
and either are citizens of the United States,
or reside in the United States, Puerto Rico,
or the Virgin Islands, after being legally ad-
mitted for permanent residence therein, and
may include the immediate families of such
persons. Laborers on farms may include la-
borers engaged in handling agricultural com-
modities while in the unprocessed stage. It
also includes labor for the production of
aquatic organisms under a controlled or se-
lected environment.’’

b ‘‘I agree that if my household income
ceases to be substantially from farm labor
for reasons other than disability or retire-
ment, I will vacate my dwelling after proper
notification by the owner.’’

9 All leases, including all renewal leases,
shall contain the following clause:

‘‘It is understood that the use, attempted
use, or possession, manufacture, sale, or dis-
tribution of an illegal controlled substance
(as defined by local, State, or federal law)
while in or on any part of this apartment
complex or cooperative is an illegal act. It is
further understood that such action is a ma-
terial lease violation. Such violations (here-
after called a ‘‘drug violation’’) may be evi-
denced upon the admission to or conviction
of a drug violation.

The landlord may require any lessee or
other adult member of the tenant household
occupying the unit (or other adult or
nonadult person outside the tenant house-
hold who is using the unit) who commits a
drug violation to vacate the leased unit per-
manently, within timeframes set by the
landlord, and not thereafter enter upon the
landlord’s premises or the lessee unit with-
out the landlord’s prior consent as a condi-
tion for continued occupancy by members of
the tenant household. The landlord may
deny consent for entry unless the person
agrees to not commit a drug violation in the
future and is either actively participating in
a counseling or recovery program, complying
with court orders related to a drug violation,
or completed a counseling or recovery pro-
gram.
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The landlord may require any lessee to
show evidence that any nonadult member of
the tenant household occupying the unit,
who committed a drug violation, agrees to
not commit a drug violation in the future,
and to show evidence that the person is ei-
ther actively seeking or receiving assistance
through a counseling or recovery program,
complying with court orders related to a
drug violation, completed a counseling or re-
covery program within timeframes specified
by the landlord as a condition for continued
occupancy in the unit. Should a further drug
violation be committed by any nonadult per-
son occupying the unit the landlord may re-
quire the person to be severed from tenancy
as a condition for continued occupancy by
the lessee.

If a person vacating the unit, as a result of
the above policies, is one of the lessees, the
person shall be severed from the tenancy and
the lease shall continue among any other re-
maining lessees and the landlord. The land-
lord may also, at the option of the landlord,
permit another adult member of the house-
hold to be a lessee.

Should any of the above provisions gov-
erning a drug violation be found to violate
any of the laws of the land the remaining en-
forceable provisions shall remain in effect.
The provisions set out above do not supplant
any rights of tenants afforded by law.

C Special lease clause.
1 Handicapped accessible units occupied by

those not needing specially designed features. A
clause should be used in addition to the re-
quired clauses in the special situation where
management temporarily assigns a non-
handicapped households to occupy a handi-
capped accessible unit specially designed for
handicapped households under the conditions
of paragraph VI D 2 g of this exhibit. Any
agreements between the landlord and the
tenant concerning who bears the costs of
moving to another suitably sized vacant unit
should be documented.

‘‘I/we acknowledge that I/we am/are occu-
pying a designated handicapped accessible
unit. I/we acknowledge that priority for such
units is given to those needing special phys-
ical design features. I/we acknowledge that I/
we am/are permitted to occupy the unit until
management issues a notice that a priority
applicant is on the waiting list and that I/we
must move to another suitably sized vacant
unit in the project. Upon receiving this no-
tice, I/we agree to move at [my/our own]
[shared (as agreed)] [project] expense within
30 calendar days to the suitably sized vacant
unit within the project, if one is available. I/
we further understand my/our rental rate
will change, when appropriate, to the rental
rate for the unit I/we move to and this lease
will be modified accordingly.’’

2 Prepayment subject to restrictive-use cov-
enants. Upon FmHA or its successor agency
under Public Law 103–354 approval and ac-

ceptance of a prepayment, subject to restric-
tive-use covenants, the landlord will ensure
all existing tenant leases and renewals of
such leases are amended to include the fol-
lowing provisions:

‘‘As a condition of the Government’s ap-
proval of a request to accept early payment
on notes owed, the tenant household is pro-
tected, to the extent herein disclosed,
against involuntary displacement (except for
good cause) and against having the tenant
household contribution level (rent) materi-
ally increased until [insert a date 20 years
from the date of the last FmHA or its suc-
cessor agency under Public Law 103–354 loan
or servicing action making the loan subject
to prepayment restrictions, or insert ‘‘the
tenant household decides to move’’ depend-
ing on the restrictive-use provision accepted
by the owner (see § 1965.215(e)(5) of subpart E
of part 1965 of this chapter)]. Specifically,
the tenant household contribution level
(rent) must be consistent with those nec-
essary to maintain the project for low- and
moderate-income tenants. Those tenant
households whose tenant household con-
tribution level (rent) did not exceed 30 per-
cent of their monthly adjusted income at the
time the prepayment was accepted, may
have their tenant household contribution
level (rent) raised to the lesser of 30 percent
of their monthly adjusted income or 10 per-
cent of their gross monthly income per year.
Those tenant households whose tenant
household contribution level (rent) exceeded
30 percent of their monthly adjusted income
at the time the prepayment was accepted,
may have their tenant household contribu-
tion level (rent) raised to the lesser of the
latest U.S. Consumer Price Index or 10 per-
cent per year.’’

D Other lease provisions. All leases or oc-
cupancy agreements must contain provisions
covering:

1 Names of the parties to the contract
and all individuals to reside in the unit and
the identification of the unit.

2 The amount and due date of monthly
contributions.

3 Any penalty for late payment of month-
ly contributions according to paragraph IX B
of this exhibit.

4 The utilities and quantities thereof and
the services and equipment to be furnished
to the tenant or member by the management
or cooperative and the tenant’s or member’s
responsibility to pay utility charges prompt-
ly when due.

5 The process by which contribution and
eligibility for occupancy shall be determined
and redetermined including:

a The frequency of such contribution and
eligibility determinations.

b The information which the tenant or
member shall supply to permit such deter-
minations: Usually, income verification;
names and ages of household members; in
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congregate facilities, only that essential in-
formation about the person’s request for pro-
vided service(s) to determine whether the
project provides the services requested by
the applicant/tenant and/or to determine
how to best serve the applicant’s/tenant’s/
member’s request with reasonable accommo-
dation, referral services, etc. In the case of a
group home, the information may also in-
clude an assessment by a professional med-
ical examiner or practitioner, social service
caseworker, representative of an advocacy
group, member of the clergy, etc., that the
tenant/applicant provides to support the ap-
plication or recertification for housing and
services.

c The standards by which rents or occu-
pancy charge, eligibility, and appropriate
dwelling unit size shall be determined.

d Tenant’s household agreement to move
to a unit of appropriate size if the household
size changes.

e The circumstances under which a ten-
ant or member may request a redetermina-
tion of tenant contribution.

f The effect of misrepresentation by the
tenant or member of the facts upon which
contributions or eligibility determinations
are based.

g The time at which shelter cost change,
contribution changes, or notice of ineligi-
bility shall become effective.

6 The limitation upon the tenant or mem-
ber of the right to the use and occupancy of
the dwellings. Limitations may not be dis-
criminatory in nature.

7 The responsibilities of the tenant or
member in the maintenance of the dwelling
and the obligation for intentional or neg-
ligent failure to do so.

8 Agreement of management or coopera-
tive to accept a tenant or member contribu-
tion without regard to any other charges
owed by tenant or member to management
or cooperative and to seek separate legal
remedy for the collection of any other
charges which may accrue to management
from tenant(s) or member(s).

9 The responsibility of management to
maintain the buildings and any common
areas in a decent, safe, and sanitary condi-
tion in accordance with local housing codes
and FmHA or its successor agency under
Public Law 103–354 regulations, and its liabil-
ities for failure to do so.

10 The responsibility of management or
cooperative to provide the tenant or member
with a written statement of the condition of
the dwelling unit (when the tenant or mem-
ber initially enters into occupancy and when
vacating the dwelling unit), and the condi-
tions under which the tenant or member
may participate in the inspection of the
premises which is the basis for such state-
ment.

11 The circumstances under which man-
agement or the cooperative may enter the

premises during the tenant’s or member’s
possession thereof, including a periodic in-
spection of the dwelling unit as a part of a
preventive maintenance program.

12 Responsibility of tenant or member to
advise management or the cooperative of
any planned absence for an extended period,
usually 2 weeks or more.

13 Agreement that tenant or member may
not let or sublet all or any part of the prem-
ises without the consent of management or
cooperative and FmHA or its successor agen-
cy under Public Law 103–354.

14 Understanding that should the RRH
project be sold to a buyer approved by FmHA
or its successor agency under Public Law
103–354, the lease will be transferred to the
new owner.

15 The formalities that shall be observed
by management or the cooperative and the
tenant or member in giving notice one to the
other as may be called for under the terms of
the lease or occupancy agreement.

16 The circumstances under which man-
agement or the cooperative may terminate
the lease or occupancy agreement, all lim-
ited to good cause, and the length of notice
required for the tenant or member to exer-
cise the right to terminate.

17 The procedure for handling tenant’s or
member’s abandoned property as provided by
State law.

18 Disposition of lease or occupancy
agreement if building becomes uninhabitable
because of fire or other disaster. Right of
owner or cooperative to repair or rehabili-
tate the building within a certain period or
terminate the lease or occupancy agreement.

19 The agreement that any tenant or
member grievance or appeal from manage-
ment’s or cooperative’s decision shall be re-
solved in accordance with procedures con-
sistent with FmHA or its successor agency
under Public Law 103–354 regulations cov-
ering such procedures which are posted in
the rental office or at the cooperative.

20 That the lease may be terminated by
the tenant, with 30 days notice, prior to expi-
ration of its term for ‘‘good cause’’ such as
moving to another location for employment,
loss of job, severe illness, death of spouse, or
other reasons customary or mandatory in
the community, or after notification by RRH
borrower of intent to prepay. The prior no-
tice on which a cooperative member may
cancel an occupancy agreement for ‘‘good
cause’’ shall be 4 months.

21 The usual signature clause attesting
that the lease or occupancy agreement has
been executed by the parties.

E Prohibited lease or occupancy agreement
clauses. Clauses in the classifications listed
below shall not be included in any lease or
occupancy agreement.

1 Confession of judgment. Prior consent by
tenant or member to any lawsuit the land-
lord or board may bring against the tenant
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or member in connection with the lease or
occupancy agreement and to a judgment in
favor of the landlord or board.

2 Distraint for rental or occupancy charge or
other charges. Authorization to the landlord
or cooperative board to take property of the
tenant or member and hold it as a pledge
until the tenant or member performs any ob-
ligation which the landlord has determined
the tenant or member has failed to perform.

3 Exculpatory clause. Agreement by tenant
or member not to hold the landlord or land-
lord’s agents or cooperative board liable for
any acts or omissions whether intentional or
negligent on the part of the landlord or the
landlord’s authorized representative or
agents or the cooperative board.

4 Waiver of legal notice by tenant or member
prior to actions for eviction or money judgments.
Agreement by tenant or member that the
landlord or board may institute suit without
any notice to the tenant or member that the
suit had been filed.

5 Waiver of legal proceedings. Authoriza-
tion to the landlord or board to evict the
tenant or member or hold or sell the tenant’s
or member’s possessions whenever the land-
lord or board determines that a breach or de-
fault has occurred.

6 Waiver of jury trail. Authorization to the
landlord’s or board’s lawyer to appear in
court for the tenant or member and to waive
the tenant’s or member’s right to trail by
jury.

7 Waiver of right to appeal judicial error in
legal proceedings. Authorization to the land-
lord’s or board’s lawyer to waive the tenant’s
or member’s right to appeal on the ground of
judicial error in any suit or the tenant’s or
member’s right to file a suit in equity to pre-
vent the execution of a judgment.

8 Tenant or member chargeable with costs or
legal actions regardless of outcome. Agreement
by the tenant or member to pay attorney’s
fees or other legal costs whenever the land-
lord or board decides to take action against
the tenant or member even though the court
finds in favor of the tenant or member.
(Omission of this clause does not mean that
the tenant or member, as a party to a law-
suit, may not be obligated to pay attorney’s
fees or other costs if the tenant or member
loses the suit.)

F Modification of lease or occupancy agree-
ment and notification to tenants or members.
The landlord or board may modify the terms
and conditions of the lease or occupancy
agreement with FmHA or its successor agen-
cy under Public Law 103–354 prior consent,
effective at the end of the initial term or a
successive term, by serving an appropriate
notice on the tenant or members, together
with the tender of a revised lease or occu-
pancy agreement or an addendum revising
the existing lease or occupancy agreement.
This notice and tender shall be delivered to
the tenant or member either by first-class

mail, properly stamped and addressed or
hand-delivered to the premises to an adult
member of the household. The date on which
the notice shall be deemed to be received by
the tenant or member shall be the date on
which the first-class letter is mailed or the
date on which the copy of the notice is deliv-
ered to the premises. The notice must be re-
ceived at least 30 days prior to the last date
on which the tenant or member has the right
to terminate the occupancy without exe-
cuting the revised lease or occupancy agree-
ment. The notice must advise the tenants or
members that they may appeal modifica-
tions to the lease or occupancy agreement in
accordance with subpart L of part 1944 of this
chapter if the modification will result in a
denial, substantial reduction, or termination
of benefits being received. The same notifica-
tion will be applicable to any changes in the
rules and regulations for the project.

G Occupancy rules and informative material.
Occupancy rules establish the basis for the
management-tenant or member relationship.
Occupancy rules and regulations must be
provided and explained by the project man-
agement to enable the tenant or member to
understand the purposes, objectives, and
standards of the project. The rules will be
approved by the FmHA or its successor agen-
cy under Public Law 103–354 State Director
or designee, generally together with the
project management plan, management
agreement, and lease or occupancy agree-
ment form.

1 All rules for occupancy and rent or oc-
cupancy charge structures will be in writing
posted conspicuously in the borrower’s and/
or manager’s offices and provided to each
tenant or member with the lease or occu-
pancy agreement.

2 Proposed changes of any rules for occu-
pancy must be made available to each tenant
or member at least 30 days in advance of im-
plementation, and tenants or members must
be advised that they may appeal changes in
accordance with FmHA or its successor
agency under Public Law 103–354 tenant
grievance and appeals procedure subpart L of
part 1944 of this chapter.

3 Landlords or cooperatives may not
place unreasonable restrictions on residents
desiring to use federally financed commu-
nity rooms for their enjoyment. No rule may
infringe on the rights of the rental tenants
to organize an association of tenants. Such
associations may be organized to bargain
with management, as well as to act socially
and/or provide for the welfare of its mem-
bers. The project management person or or-
ganization should be available and willing to
work with a tenant organization. Examples
of unreasonable restrictions include rules re-
quiring management representatives to be
present in order to use community rooms,
rules barring tenant or cooperative organiza-
tional meetings from using the rooms, or
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rules requiring management representatives
to be present at any resident organizational
meeting held in community rooms.

4 Rules may be promulgated that prohibit
activities which are detrimental to manage-
ment, tenants and members. Such activities
include threats to the health or safety of
other tenants or members or the employees
of the borrower, interference with the quiet
enjoyment of the premises by other tenants
or members, or damage to the physical
structure of the project.

5 The borrower may choose to provide
rules for nonelderly projects that either per-
mit or exclude pets except that no rules may
be promulgated that would prohibit the oc-
cupancy of a household member who requires
the services of a service animal to achieve
the normal function of that household mem-
ber.

6 For each RRH project or portion of a
project specifically designated for the elder-
ly, the borrower must have established
project rules permitting elderly, handi-
capped, or disabled tenants to keep com-
monly accepted household pets. These pet
rules are to be governed by the following
guidelines:

a Pet rules must not:
(1) Prohibit, prevent, restrict, or discrimi-

nate against any tenant who owns or keeps a
pet in their apartment unit, with respect to
continued occupancy in the project unless
the approved project pet rules are violated.

(2) Prohibit, prevent, restrict, or discrimi-
nate against any applicant who owns a pet
with respect to obtaining occupancy in the
project.

(3) Charge an extra monthly rental charge
for pets.

b Borrowers with operational projects
must consult with the tenants of the project
when revising pet rules and retain docu-
mentation on how the consultation process
was conducted.

c. Borrowers with new projects will estab-
lish pet rules prior to occupancy, but may
revise those rules based on tenant comments
and suggestions received after rent-up be-
gins.

d Pet rules will be approved by FmHA or
its successor agency under Public Law 103–
354 as part of, or an amendment to, the
project lease. FmHA or its successor agency
under Public Law 103–354 approval will be
granted when the rules meet the provisions
and intent of this subparagraph.

e Pet rules will be reasonable and will be
written to consider at the least the following
factors:

(1) Density of project units.
(2) Pet size.
(3) Type of pet.
(4) Potential financial obligations of ten-

ants who own or keep pets.
(5) Standards of pet care.
(6) Pet exercise areas.

(7) State and local animal laws or ordi-
nances.

(8) Liability insurance.
f Pet rules must allow the borrower or

project manager authorization to remove
from the project any pet whose conduct or
condition is duly determined to constitute a
nuisance or threat to the health or safety of
other tenants or members in the project or
persons in the surrounding community.

7 Initial rules will be attached to the
lease or occupancy agreement. Approval by
FmHA or its successor agency under Public
Law 103–354 for changers and additions may
be requested as needed.

8 The following items illustrate areas
that are among those which should be ad-
dressed in rules or informative materials de-
veloped by management and provided to all
tenants or members prior to move-in:

a Explanation of rights and responsibil-
ities under the lease or occupancy agree-
ment. Where a non-English language is com-
mon to a project area, a lease or occupancy
agreement written in that language should
also be provided.

b Rent payment or occupancy charge
policies and procedures should be fully ex-
plained.

c Policy on periodic inspection of units.
d Responding to tenant or member com-

plaints.
e Maintenance request procedure.
f Project services and facilities available

to tenants or members.
g Office location, hours, and emergency

telephone numbers.
h Map showing location of community fa-

cilities including schools, health care, librar-
ies, parks, etc.

i Restrictions on storage and prohibition
against abandoning vehicles in the project
area.

j A rental project newsletter or other
printed material distributed to potential
tenants or the public. If a newsletter or
other printed material is desired, it must
contain an appropriate nondiscrimination
statement, or fair housing slogan or logo-
type.

k Community and public transportation
schedules.

9 Tenant or member may be permitted to
have a guest(s) visit their household. How-
ever, the landlord reserves the right to re-
quest a recorded declaration of domicile or
proof of domicile if it is suspected that the
guest is an unauthorized household occu-
pant. Such suspicion may arise whenever an
adult person(s) is making reoccurring visits
or one continuous visit of 14 days and/or
nights in a 45–day period without prior noti-
fication of the management. Should the ten-
ant or person in question not provide the re-
quested information needed to confirm other
domicile, or should the facts be sufficient to
evidence domicile in the project, then the
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landlord may consider such person(s) a mem-
ber of the tenant household and may enforce
any lease covenants shown to be broken and/
or require recertification.

10 No provisions may be incorporated into
occupancy rules that would discriminate
against or otherwise deny equal opportunity
to any person (whether the tenant or a per-
son associated with the tenant) in the terms,
conditions, or privileges of rental of a dwell-
ing unit, or in the provision for services or
facilities in connection wherewith, because
of race, color, religion, sex, familial status,
National origin, or handicap.

11 The borrower must establish and en-
force rules to ensure there are reasonable ac-
commodations to persons who are handi-
capped or disabled.

H Security deposits.
1 Security deposits are encouraged and

they should be used when it is reasonable
and customary for the area for assurance of
rental payment or charges for damages. The
amount of security deposits must be re-
flected in the borrower’s management plan
and may not be changed without the written
consent of the FmHA or its successor agency
under Public Law 103–354 Servicing Official.
When security deposits are used, they should
not exceed an amount equal to the net ten-
ant contribution for one month or basic rent,
whichever is greater. Families receiving a
HUD rental subsidy will pay security depos-
its according to HUD requirements. In an el-
derly project, the amount of additional secu-
rity deposit for pets must be reasonable and
not designed to prohibit or discourage ten-
ancy but in no case should it exceed the
basic rent of the project. Where a service
animal is necessary for the normal function
of a household member, an additional secu-
rity deposit for the animal may not be
charged. A membership fee, equal to one
month’s occupancy charge, will be required
from members of a cooperative.

2 Security deposits for persons eligible for
RA or Section 8 assistance shall be adminis-
tered in a manner to prevent hardship on the
household. If such tenants or members can-
not pay the full amount initially, they may
be given terms that may ordinarily:

a For RRH projects, not exceed a down-
payment of 30 percent of adjusted monthly
income plus $15 per month or that amount
needed monthly to complete the security de-
posit within 3 months, whichever is greater
(landlords may provide payment over longer
terms if desired). For RCH projects, not ex-
ceed an initial payment of $25 plus the
amount needed monthly to complete the
membership fee within 3 months (longer
terms may be permitted if desired by the
project). Should installments not be met, the
total security deposit charge may become
due and payable in full.

b For low-income farmworkers in an LH
project, not exceed $25 downpayment and $15

per month until an equivalent of one
month’s project rent is reached. In the case
of migrants who will occupy the units for a
short period of time, exception to this policy
by FmHA or its successor agency under Pub-
lic Law 103–354 may be made upon written re-
quest from the borrower when it is shown
that such deposits need to be raised to pro-
tect the interest of the government and it
will not create a hardship on the tenants.

3 Security deposits or membership fees
shall be handled in accordance with any
State or local laws governing security depos-
its. Both security deposits and membership
fees shall be deposited in a separate account
when required by State or local law, and
such funds must be held in a Federally in-
sured institution, and shall be handled in ac-
cordance with any State or local laws gov-
erning such deposits. Funds in the security
deposit account shall only be used for au-
thorized purposes as intended and rep-
resented by the project management in the
management plan, and until so used, shall be
held by the borrower in trust for the respec-
tive tenants. Funds in the membership fee
account shall only be used for authorized
purposes, until so used, shall be held by the
borrower in trust for the respective mem-
bers.

4 Borrowers may assess fair and reason-
able charges to the security deposit or mem-
bership fee for damage and loss caused or al-
lowed by the tenant or member. An itemized
accounting for such charges must be pre-
sented to the tenant or member after the
move-out inspection provided for in para-
graph X E 2 of this exhibit, unless the tenant
or member has abandoned the property and
his/her whereabouts are unknown and cannot
be ascertained after reasonable inquiry.

5 The owner may not increase, for persons
with handicaps, any customarily required se-
curity or membership fee deposit for restora-
tion made to earlier modifications that per-
mitted the handicapped person’s full enjoy-
ment of the dwelling unit. However, where it
is necessary in order to ensure with reason-
able certainty that funds will be available to
pay for the restoration(s) at the end of the
occupancy, the borrower may negotiate as
part of such a restoration agreement, a pro-
vision requiring that the tenant or member
pay into an interest bearing escrow account,
over a reasonable period, a reasonable
amount of money not to exceed the cost of
the restoration(s). The interest in any such
account shall accrue to the benefit of the
tenant or member.

I Leases for Section 8 and Section 8 Rental
Certificate or Rental Voucher tenants/members.
Guidance on leases for such tenants/members
is set out herein; however, the use of any ad-
dendum necessary to meet the requirements
of FmHA or its successor agency under Pub-
lic Law 103–354, HUD, or other provider of
subsidy or assistance as needed to comply
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with the requirements of any such other pro-
gram, may be used as needed. Whenever con-
flicts or disputes arise, the servicing office
may forward a request for guidance to the
State Director, along with any recommenda-
tion. The State Director may take those ac-
tions necessary to resolve the issue with the
advice and consent of the Office of the Gen-
eral Counsel.

1 Borrowers/Management agents are en-
couraged to use HUD approved lease agree-
ments. Evidence of HUD’s approval should be
contained in the borrower casefile.

2 The HUD approved lease must include
modifications of addenda that meet the con-
ditions or requirements of paragraphs VIII
A, B1, B2, and B3 of this subpart.

3 An FmHA or its successor agency under
Public Law 103–354-approved lease may also
be used when acceptable by HUD and the
local housing authority when this option
proves more practical.

IX Rent or Occupancy Charge Collection
and Account Servicing: Rents or occupancy
charges should be due on the first day of
each month of the lease period. The time and
place of on-site collection and/or the correct
address for payment by mail should be well
publicized and consideration should be given
to an after-hours depository if needed.

A Receipts. A form of serially-numbered
receipts should be selected for use and the
collection agent held accountable for every
receipt. Optional collection services may be
considered when they are available.

B Delinquencies. A system to identify and
detect unpaid rents or occupancy charges
within the project should be instituted in the
management plan and made known to ten-
ants in their lease. The borrower may adopt
the late rental payment penalty and grace
period prescribed by State law; otherwise,
they may not exceed a grace period of 10
days from the rental or occupancy charge
due date and not have the late payment pen-
alty exceed the highest of:

1 An amount up to $10 after the grace pe-
riod, or

2 An amount equal to 5 percent of the ten-
ant’s gross tenant contribution (GTC) (found
at line 30 of Form 1944–8) after the grace pe-
riod,

3 Any late payment policy established
should address unusual situations such as
tenants receiving income from Social Secu-
rity, pension and retirement type funds that
tenants receive routinely in the few days fol-
lowing the first day of a month. A 5-day
grace period following the usual receipt date
of such payment could be permitted.

4 The plan should also address any provi-
sions for waivers of late payment penalty, if
appropriate

C Recapture of improperly advanced RA and
interest credit. Recapture of improperly ad-
vanced RA and interest credit will be proc-

essed in accordance with subpart N of part
1951 of this chapter.

D Project late fees on Predetermined Amorti-
zation Schedule System (PASS) accounts.

1 Project late fees are charged on PASS
account loan payments not received by
FmHA or its successor agency under Public
Law 103–354 by close of business of the 10th
day of the month as further described in
§ 1951.510(c)(2) of subpart K of part 1951 of this
chapter.

2 A borrower may request in writing a
waiver of a late fee according to
§ 1951.510(c)(2) of subpart K of part 1951 of this
chapter. Borrowers may appeal a denial of a
request for a late fee waiver under the Agen-
cy’s uniform appeal procedures set out in
subpart B of part 1900 of this chapter.

3 Late fee waivers are determined to be a
benefit to the borrower entity and must be
reported to IRS by the FmHA or its suc-
cessor agency under Public Law 103–354 Fi-
nance Office.

4 If the cause of the late fee is an FmHA
or its successor agency under Public Law
103–354 accounting system error, the FmHA
or its successor agency under Public Law
103–354 may suspend sending monthly bil-
lings to the borrower until the error is cor-
rected. If delinquency persists after cor-
recting the error, late fees will be charged.
Late fees charged as a result of FmHA or its
successor agency under Public Law 103–354
error will be administratively corrected and
not reported to IRS by the FmHA or its suc-
cessor agency under Public Law 103–354 Fi-
nance Office.

5 Except for cooperatives, project late
fees are not a project expense. Borrowers
shall record a line item entry on Form
FmHA or its successor agency under Public
Law 103–354 1930–7 showing late fees, offset by
an equal transfer-in of the borrower’s own
funds or a reduction of the borrower’s return
to owner.

X Maintenance: Maintenance is the proc-
ess by which a project is kept up in all re-
spects and includes land, buildings, and
equipment. Maintenance responsibilities will
be included in the management plan. Proper
maintenance will help to keep a good image
for the project, help to minimize vacancies,
and help to preserve the project. Plans and
policies for inspections, effective mainte-
nance and repair are to be established at the
outset and modified periodically as needed.
The following types of maintenance are nec-
essary:

A Routine maintenance. Routine mainte-
nance and repairs will be those cost items
and services included in the annual budgets
to be paid out of the operations and mainte-
nance expense account. It includes regular
maintenance tasks of the project that can be
prescheduled or planned for, based on equip-
ment availability and property characteris-
tics tasks performed on a regular basis to
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maintain the appearance of the project and
to prevent an accumulation of debris and
subsequent deterioration.

B Responsive maintenance. This includes
all maintenance tasks performed in response
to either requests for service from tenants or
members or unplanned breakdowns. An es-
sential part of any maintenance system is to
plan for requests coming from the dwelling
units and for emergencies occurring in the
systems serving the apartments. The project
manager or the cooperative’s board of direc-
tors should develop a plan to focus on: who
receives the requests, how they are handled,
how specific employees or members are as-
signed to the tasks, and what kind of records
are kept. The capacity of the project man-
ager or board to respond to requests and
emergencies is one of the true tests of a suc-
cessful maintenance program.

C Preventive maintenance. This is similar
to inspection type maintenance. Regular
checking and servicing of equipment and
systems is done as required by service infor-
mation. Preventive maintenance of mechan-
ical systems, building exteriors, elevators,
and heating and cooling systems in projects
require specially trained personnel. The
project manager should establish biweekly
or monthly schedules in which the routine
oiling, adjusting, replacing of filters, and the
like is done based on manufacturer’s manu-
als and specifications.

D Long-term maintenance and replacement
(curable depreciation). These are major ex-
pense items which normally do not occur on
an annual basis and cannot be afforded from
an annual budget income. These expenses in-
clude items such as repaving the parking lot
or repainting an entire building or project;
replacement of furnishings and equipment,
including such items as stoves, refrigerators,
carpets, water heaters, furnaces, etc., when-
ever such replacements are beyond the ca-
pacity of the project to pay out of the nor-
mal operating budget. The borrower may re-
quest permission to use reserve funds to pay
for these expenses when they occur. How-
ever, use of funds out of the reserve account
must be preapproved by FmHA or its suc-
cessor agency under Public Law 103–354.

E Inspection maintenance. These are main-
tenance inspections performed periodically
to discover problems before crisis situations
develop. The following inspections of each
apartment should be made at appropriate
times:

1 Move-in inspection. Before move-in oc-
curs, the management and the applicant ac-
cepted for occupancy should together inspect
the unit to be occupied and agree upon any
needed repairs. A written inspection report
shall be prepared and a copy retained in the
tenant’s or member’s file. Any of the identi-
fied deficiencies not corrected prior to occu-
pancy should be noted on the lease or occu-
pancy agreement or inspection move-in re-

port and signed by the tenant or member and
borrower’s or cooperative’s representative.

2 Move-out inspection. An inspection
should be scheduled with the tenant or mem-
ber when the management becomes aware
that the tenant or member is moving out or
has vacated the unit. Whenever possible, the
inspection should be performed after the fur-
niture has been moved out and before any
portion of the security deposit or member-
ship fee is returned to the tenant or member.
Any repairs or costs to be charged to the ten-
ant or member will be according to the
terms of the lease or occupancy agreement,
local law, and regulations governing security
deposits or membership fees in paragraph
VIII H of this exhibit.

3 Periodic inspection. An inspection of this
type should be made at least annually. The
borrower should make provisions in the lease
or occupancy agreement for periodic inspec-
tion of the units as a part of a preventive
maintenance program.

XI Rent or Occupancy Charge and/or Utility
Allowance Changes: It may be necessary as
operating costs and/or revenues fluctuate to
consider a change of rental or occupancy
charge rates and/or utility allowance to keep
the project viable. Before any change of
rates or utility allowances may occur, prior
written consent of FmHA or its successor
agency under Public Law 103–354 is required.
The procedure to request and implement a
rental or occupancy charge and/or utility al-
lowance change is specifically covered in ex-
hibit C of this subpart.

XII Borrower Project Budgets:
A Budget development and preparation.

Borrowers are responsible for developing
project budgets using past actual experiences
in developing realistic forecasts of projected
project operations. The budgets must reflect
realistic income sources, uses and amounts
of funds, and allow realistic vacancy and
contingency factors. Generated funds must
be sufficient to pay the forecasted operating
costs and authorized expenditures of the
project including reserves and return on in-
vestment, leaving adequate cash on hand as
a normal course of business. When the in-
come from typical project operations (oper-
ational income) is not sufficient to meet the
normal project cash requirements, the bor-
rower is responsible for reducing expendi-
tures, seeking FmHA or its successor agency
under Public Law 103–354 consent for author-
ized withdrawals from the reserve account,
and/or providing other funds (nonoperational
funds) to meet project budget requirements.

1 Budgets will be prepared according to
the instructions contained in Form FmHA or
its successor agency under Public Law 103–
354 1930–7.

2 Borrowers are required to develop a
project budget annually.
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3 Budgets will cover a 12-month period se-
lected by the borrower that is to be the
project fiscal year of operation.

4 Separate budgets will be developed for
each project when the borrower owns more
than one MFH project.

5 The priority order of planned and actual
budget expenditures will be:

a Critical operating and maintenance ex-
penses.

b FmHA or its successor agency under
Public Law 103–354 debt service.

c Reserve account requirements.
d Other authorized expenditures.
e Return on owner’s investment.
6 Project funds may not be used for bor-

rower organizational expenses, except in the
case of a cooperative or a nonprofit organiza-
tion.

7 When tenants pay their own utilities, an
updated or current exhibit A–6 to subpart E
of part 1944 of this chapter is to accompany
each budget submitted to FmHA or its suc-
cessor agency under Public Law 103–354 for
approval with justification to either retain
or change the utility allowance(s).

8 When planned expenses appear to be ex-
cessive (such as when expenses at any sub-
total level on the budget exceed 5 percent of
that shown for typical costs for the area) for
the area based on current cost data, the
FmHA or its successor agency under Public
Law 103–354 budget approval official may re-
quire justification prior to any approval ac-
tion. Such justifications may include evi-
dence that the cost is in line with what oth-
ers charge for the same or similar services
(i.e., cost estimates from others, summaries
of rental housing revenues and expenditures
from Agency or third-party sources, etc.).
Such evidence may also be verified by the
Agency at its option. When differences can-
not be mutually resolved, the request for
budget approval may be denied and the bor-
rower or the borrower’s designated rep-
resentative will be advised of any applicable
appeal rights in accordance with subpart B
of part 1900 of this chapter. Any unapproved
expenditure actually paid which is clearly in
excess of a fair and equitable amount may be
required to be repaid to the project from any
authorized return on owner’s investment or
from nonproject sources, such that tenant
rents will not be increased.

B Return on investments authorized by bor-
rower’s RRH loan agreement/resolution.

1 Limited profit borrowers may take the
return authorized for the project’s current
budget year without further FmHA or its
successor agency under Public Law 103–354
approval under the following conditions.
(Note: This does not require delaying taking
a return on owner’s investment pending sub-
mission, review and/or action on any re-
quired audit by Agency officials):

a Payment may be only once a year based
on the project’s financial condition as of the

end of the project fiscal year. Borrowers are
encouraged to draw the return on invest-
ment in the days or weeks immediately fol-
lowing the close of the fiscal year. The re-
turn on owner’s investment must be taken
within 9 months of the last day earned, ex-
cept when the circumstances described in
paragraph XII B 2 a of this exhibit are appli-
cable.

b Payment must have been approved as
part of the borrower’s annual budget on
Form FmHA or its successor agency under
Public Law 103–354 1930–7.

c The project must produce income at ap-
proved monthly rental rates during that
year, which is used to pay for the project ex-
penses in accordance with the approved
budget and, when appropriate, an approved
servicing plan.

d The balance in the reserve account
must be on schedule less any authorized
withdrawals not requiring immediate rede-
posit. The amount of reduction of the annual
reserve requirement approved as part of a
servicing plan will be considered like an au-
thorized withdrawal not requiring redeposit.

e Payment of the return may not produce
a negative ending year unrestricted cash bal-
ance on Form FmHA or its successor agency
under Public Law 103–354 1930–7.

2 If income is not adequate in any given
fiscal year to cover payment of the return to
owner, FmHA or its successor agency under
Public Law 103–354 may authorize a well-doc-
umented request that the return be paid,
provided:

a The return can be paid from excess
funds available at the end of the following
fiscal year of operation, as long as it does
not result in a rent increase and the reserve
account is current less authorized with-
drawals. (Noncash losses of the borrower en-
tity do not qualify to be recouped in fol-
lowing years.) This option is authorized only
for the year immediately following the year
in which the return was not paid. The prior
year’s return on owner’s investment may be
taken first, and any residual left to apply to
the current year’s return on owner’s invest-
ment at the borrower’s option.

b Release of reserve funds at the end of
the current budget year with Servicing Offi-
cial approval, if the principles set out in
paragraphs XII B 1 b, c, and d of this exhibit
are met, and further provided that:

(1) The reserve account will not be reduced
below the amount required to be accumu-
lated by that time considering any pre-
viously authorized withdrawals or adjust-
ments; and,

(2) During the next 12 months, the amount
in the reserve account will not likely fall
below that required to be accumulated by
the end of such 12-month period.

(3) This option is authorized only for the
year immediately following the year in
which the return was not paid. This does not
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apply to the return on investment waived
while a special market rent budget is in ef-
fect.

3 Borrowers operating under a servicing
(workout) plan and/or using special servicing
market rate rents that call for less than full
debt service payment to FmHA or its suc-
cessor agency under Public Law 103–354 shall
forego and cannot recoup the annual return
to owner for the budget year that such plans
or rents are in place.

4 When the provisions of paragraph XII B
1, 2 of this exhibit are not met only because
the payment was not earlier approved on
Form FmHA or its successor agency under
Public Law 103–354 1930–7, and the conditions
are such that approval can now be made, an
adjusted form may be submitted to seek ap-
proval of the return on owner’s investment.

5 Should the return to owner be suspected
or discovered as being improperly taken, the
Agency may initiate appropriate servicing
actions, including using the authorities set
out in subpart N of part 1951 of this chapter
and/or FmHA or its successor agency under
Public Law 103–354 Instructions 2012–B and/or
1940–M (available at any FmHA or its suc-
cessor agency under Public Law 103–354 of-
fice).

C Advancement (loan) of funds to a RRH
project by the owner, member of the organiza-
tion, or agent of the owner.

1 Prior written approval by the Servicing
Office is required. Such advances may be au-
thorized when justified by unusual short-
term conditions. When conditions are not
short-term in nature, a servicing plan may
be developed and advances may be approved
in accordance with the provisions set out in
subpart B of part 1965 of this chapter. Jus-
tification will be based on the following:

a A review of the documented cir-
cumstances and the project operating budget
before any funds are advanced (loaned). The
financial position of the project must not be
jeopardized.

b Funds are not immediately available
from any of the following sources:

(1) Reserve funds
(2) Initial operating capital
(3) An imminent rent increase
2 The funds will be applied to ordinary

project operating and maintenance expenses.
3 Interest may be charged or paid on the

loan from project income; however, interest
must be reasonable. The proposal may be de-
nied if FmHA or its successor agency under
Public Law 103–354 financing can be provided
to resolve the problem in a more cost effec-
tive manner.

4 No lien in connection with the loan will
be filed against the property securing the
FmHA or its successor agency under Public
Law 103–354 loan or against project income.
The advance may show as an unsecured
project liability on financial statements pre-

pared for year-end reports until such time as
it is authorized to be repaid.

5 The payback of the advance (loan) may
be permitted by the Servicing Official pro-
vided the terms and conditions were mutu-
ally agreed to by the borrower and FmHA or
its successor agency under Public Law 103–
354 at the time of the advance and the finan-
cial position of the project will not be jeop-
ardized. Payback should only be permitted
on the advance when the FmHA or its suc-
cessor agency under Public Law 103–354 debt
is current and the reserve requirements are
being maintained at the authorized levels.

D Special budget planning.
1 Budgets must be prepared according to

the special servicing guidelines of subpart B
of part 1965 of this chapter when a project is
experiencing abnormal vacancy or is other-
wise detrimentally impacted by economic re-
versal in the community.

2 The borrower is responsible for obtain-
ing FmHA or its successor agency under
Public Law 103–354 approval of budget revi-
sions that reflect significant change to ap-
proved operating cost levels that occur dur-
ing the budget year. Minor revisions to an
approved FmHA or its successor agency
under Public Law 103–354 budget to reflect
changes of 5 percent or less in any subtotal
area of the budget need not be subject to
FmHA or its successor agency under Public
Law 103–354 approval unless specifically re-
quired as an approval condition. Other minor
revisions of a few line items may be entered
on the current approved budget as ‘‘pencil’’
changes and initialed by the borrower and
approved by FmHA or its successor agency
under Public Law 103–354. Major changes in-
volving many budget line items will warrant
a new budget being prepared and approved by
FmHA or its successor agency under Public
Law 103–354.

3 When revisions to approved budgets are
required, the Agency action should normally
be obtained within 30 days. Should action be
delayed, the borrower or management should
notify the Agency of any changes which they
deem as being essential and in the project’s
best interest provided such changes do not
involve the use of reserve funds, a rent
change, or added secured debt, and proceed
to meet the needs of the project. In such
cases, the borrower may request, and the
Agency may grant, postapproval of the ac-
tions when shown to be in the best interest
of the project.

XIII Accounting and Reporting Require-
ments and Financial Management Analysis:

A General. FmHA or its successor agency
under Public Law 103–354 anticipates that
RRH, RCH, and LH borrowers will account
for all project income and expenses through
a bookkeeping or accounting system as a
normal business practice appropriately re-
flecting the complexity of project oper-
ations. The degree of sophistication will also
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reflect such factors as the type of borrower;
the size, location, and type of project and the
type of financial management information
needed to provide adequate guidance and su-
pervision to assure program objectives are
being met.

1 Separate accountability. Separate ac-
countability of funds is required and may be
accomplished by bookkeeping entry for each
required account for each project owned by
the same borrower. The policies set out here-
in are aimed at facilitating efficient ac-
counting of services by one borrower. Com-
mingling of the funds of two or more dif-
ferent borrowers is prohibited to guard
against the failure of one borrower threat-
ening the financial resources of other bor-
rowers (i.e., ensuring that a bankruptcy does
not result in freezing bank accounts of sev-
eral borrowers due to the failure of one bor-
rower to fulfill its responsibilities).

a Multiple projects owned by one borrower.
(1) The principle of separate accountability

permits a borrower’s approved accounting
system to combine project funds in one or
more bank accounts for two or more projects
owned by the same borrower. The principle is
met as long as the accounting system seg-
regates and tracks each project’s funds sepa-
rately. This means for example, that a Hous-
ing Authority, or any other borrower owning
two or more projects, can maintain one bank
account for:

(i) All project accounts, or
(ii) The same type of account, such as gen-

eral operating account or tax and insurance
account, for two or more projects.

(2) When the borrower seeks approval of its
accounting and funds tracking system ac-
cording to § 1930.122(a)(2) of this subpart, it
must demonstrate to FmHA or its successor
agency under Public Law 103–354 that the
funds tracking system will segregate and
maintain separate recordkeeping account-
ability for separate projects. Such dem-
onstration must include a certification
issued by a Certified Public Accountant
(CPA) stating the system will function to
meet this principle of separate account-
ability.

b Multiple projects owned by multiple bor-
rowers. When a management agent is han-
dling funds for multiple borrowers, the prin-
ciples of separate accountability within a
bank account does not extend across mul-
tiple borrowers, thus a separate general op-
erating bank account is required for each
separate borrower.

c Central funds collection and disbursement
system. When a management agent is han-
dling multiple bank accounts for multiple
borrowers, a central funds collection and dis-
bursement accounting system may be main-
tained. This would permit systems under
which a management agent could track
funds going into and out of the bank ac-
counts of more than one borrower. This prac-

tice would facilitate the hiring and paying of
firms providing services to multiple bor-
rowers. A central funds collection and dis-
bursement accounting system would permit
billings to be prorated between projects and
permit funds to be withdrawn from many
bank accounts to facilitate payment by one
check to a firm providing services to mul-
tiple borrowers.

d Prorating. The accounting system and/or
management plan must document how funds
are prorated for revenue and expenses which
are not clearly identifiable as being associ-
ated with a particular project (e.g., how in-
terest earned on a general operating account
or reserve account serving two or more
projects owned by a single borrower will be
prorated between projects, etc.) Where this
documentation is not present for some un-
usual reason, and the Agency and the bor-
rower become involved in a dispute over this
issue which cannot be mutually resolved, the
Agency will consider proration by the num-
ber of units in the respective projects to be
an appropriate guide for prorating the funds
involved.

e Tenant security deposit concerns. When
tenant security deposits are being accounted
for, the provisions of state and local laws
must be met. This may dictate that such ac-
counts be held in a separate bank account or
otherwise separately identified and may re-
quire such funds be held in trust for the ten-
ant. The manner in which tenant security
deposits must be kept must also be docu-
mented in the accounting system and/or
management plan. Where this documenta-
tion is not provided for some unusual reason,
resolution of any disputes must be done ac-
cording to State and local law.

2 Borrowers with loan agreements or resolu-
tions. Borrowers with loan agreements or res-
olutions are subject to the following condi-
tions:

a All RRH, RCH, and LH projects with
loan agreements or resolutions approved on
or after October 27, 1980, are required to com-
ply with the provisions of paragraph XIII of
this exhibit.

b All RRH, RCH, and LH projects with
loan agreements or resolutions approved
prior to October 27, 1980, will be guided by
the recordkeeping and reporting require-
ments of their respective loan agreement or
resolution.

(1) They are encouraged, however, to adopt
the provisions of this paragraph by amending
their existing loan agreement or resolution.

(2) The State Director may require adop-
tion of these provisions when deemed nec-
essary as a loan servicing action.

c Any amendment to an existing loan
agreement, or resolution, requires concur-
rence of all parties and written consent of
the Servicing Office staff who may, when
deemed necessary, obtain advice from the
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State Director or the OGC prior to enact-
ment of the amendment.

3 Individual LH Borrowers. Individual farm
borrowers with nonrental LH units will be
considered in general compliance with this
paragraph by virtue of completing the rec-
ordkeeping and reporting requirements of
their farm and home planning with FmHA or
its successor agency under Public Law 103–
354 as outlined in subpart D of part 1944 of
this chapter.

4 Borrowers without loan agreements or res-
olutions. Borrowers without loan agreements
or resolutions are required to maintain in-
formation in sufficient detail to provide the
necessary assurance that program objectives
are being met. As necessary to protect the
integrity of the program, the State Director
may require the borrower to establish a sys-
tem capable of accounting for project oper-
ations and reporting.

B Accounting System. A bookkeeping and
accounting system provides the financial in-
formation needed to effectively plan, con-
trol, and evaluate project activity, whether
required by FmHA or its successor agency
under Public Law 103–354 or not. The type of
system should be determined prior to loan
closing, but may be revised with FmHA or
its successor agency under Public Law 103–
354 approval to meet program objectives. The
Agency may also prescribe the system to be
used. Form FmHA or its successor agency
under Public Law 103–354 1930–5, ‘‘Book-
keeping System—Small Borrower,’’ can be
adapted to the bookkeeping needs of small
MFH borrowers. Bookkeeping for MFH oper-
ations may be maintained using a cash or ac-
crual method of accounting.

1 Type of borrower accounts. As used in
this paragraph, the term account is used
interchangeably to mean either a ledger (or
bookkeeping account) or an actual banking
account, or an actual securities account pro-
vided any securities account meets the con-
ditions set out herein. Depending upon the
complexity of the accounting system being
used, these accounts may be further sub-
divided into subsidiary ledgers or accounts
to assist the borrower in providing the infor-
mation needed for project financial analysis
or reporting requirements. Regardless of the
number or types of accounts established, or
whether a bookkeeping and accounting sys-
tem is required, the borrower must meet the
following:

a All project funds shall be held only in
domestic bank accounts insured by an agen-
cy of the Federal Government, or backed by
collateral provided by the bank, or held in
securities meeting the conditions set out
herein.

b All funds in any account shall be used
only for authorized purposes as described in
their loan agreement or resolution and this
exhibit.

c All funds received and held in any ac-
count, except the tenant security deposit,
membership fee, and management reserve
(patronage capital), shall be held in trust by
the borrower for the loan obligation until
used and serve as security for the FmHA or
its successor agency under Public Law 103–
354 loan or grant.

d All project funds will be accounted for
by adequate and clear accounting methods or
practices that otherwise maintain propri-
etary identity of said funds for each bor-
rower.

e Each borrower will maintain at least
one demand deposit or checking account.
However, it is not necessary for each book-
keeping account within one project to be
maintained as a checking account.

f In no case shall project fund accounts be
pledged as collateral for non-FmHA or its
successor agency under Public Law 103–354
debts.

2 Accounts. All RRH, RCH, and LH bor-
rowers will maintain, as a minimum, the ac-
counts required by their loan agreement or
resolution. The following accounts are stand-
ard for all RRH and RCH loans approved
after October 27, 1980, and for those who have
amended their previous loan agreements or
resolutions to adopt these accounts, or those
required by a servicing plan. The following
listing of accounts also identifies the order
of funding of each of the listed accounts
through available project revenues each
month:

a General operating account. This account
records all project income and disbursements
exclusive of tenant security deposits. Excess
project cash held in this account may be
combined with other project funds described
in this paragraph in temporary (immediate
call) interest bearing accounts when sepa-
rate bookkeeping records are maintained for
the individual project accounts. This ac-
count may be further subdivided as folllows:

(1) Initial operating capital.
(i) The initial operating capital must be in

the form of cash as set forth in § 1944.211(a)(6)
of subpart E of part 1944 of this chapter.

(ii) The borrower will have deposited the
required initial operating cash into the gen-
eral operating account by the time of the
FmHA or its successor agency under Public
Law 103–354 loan closing or when interim fi-
nancing funds are obtained, whichever oc-
curs first. These funds will blend with other
revenue that accrues to the account to cover
budgeted expenditures including payment of
return to owner.

(iii) After 2, but before 5 full (12 month)
borrower fiscal years of project operation,
the borrower may request (in writing) the
State Director’s authorization to make a
one-time withdrawal of the initial operating
capital, or a part of it. The one-time with-
drawal can never exceed the initial operating
capital as described in the loan agreement or
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loan resolution. The withdrawal can be ap-
proved provided that:

(A) The project has achieved at least a 95
percent occupancy level at time of the with-
drawal request or achieved a 95 percent occu-
pancy level for a 12-month period preceding
the request and show strong prospects of re-
taining at least a 95 percent occupancy level
in the immediate future.

(B) The withdrawal will not affect the fi-
nancial integrity of the project. After with-
drawal, 10 percent of projected project ex-
penses should remain in the general oper-
ating account in excess of current liabilities
then outstanding. The reserve account must
be on schedule less authorized withdrawals.
The borrower must demonstrate that all pru-
dent maintenance is being planned and per-
formed, and payment of necessary project
expenses are not being deferred.

(C) The State Director determines that the
withdrawal will not necessitate a rent in-
crease during the year of withdrawal or dur-
ing the next year of operation, except that
rent increases needed because of normal in-
creases of operation and maintenance ex-
penses unrelated to the withdrawal may be
approved; and

(D) The State Director has reviewed and
approved any required borrower reports be-
fore the initial operating capital is with-
drawn. Promptness is expected but actual
withdrawal of funds could occur in the sixth
year.

(2) Deposits. All income and revenue from
the housing project shall, upon receipt, be
immediately deposited in the general oper-
ating account. This will include rent or occu-
pancy charge receipts, housing subsidy pay-
ments (including HUD section 8 and FmHA
or its successor agency under Public Law
103–354 RA payments), laundry revenue, or
any other project income including interest
earned on project accounts. The borrower
may also deposit other funds at any time
which are to be used for purposes authorized
by this section, including transfers from the
reserve account.

(3) Disbursements. The borrower shall pay
or fund the actual, reasonable, and necessary
monthly project expenses out of the general
operating account. Current expenses may in-
clude the initial purchase and installation of
furnishings and equipment with any other
funds deposited in the general operating ac-
count which are not proceeds of the loan or
income or revenue from the project. (How-
ever, nonprofit borrowers are permitted to
use loan funds specified for initial operating
capital purposes as authorized in subparts D
and E of part 1944 of this chapter.) Other au-
thorized disbursements are FmHA or its suc-
cessor agency under Public Law 103–354 ap-
proved installments of debt service; real es-
tate tax and insurance escrow as provided in
paragraph XIII B 2 b of this exhibit; reserve,
and return on investment as provided in

paragraph XIII B 2 c of this exhibit. In RRH
accounts, any balance remaining in a general
operating account, except as authorized,
above, may be retained in this account or
transferred to the reserve account. In RCH
accounts, any balance in excess of three
months of average operating expenses re-
maining in a general operating account will
be transferred into the cooperative’s patron-
age capital account at the end of the fiscal
year.

(4) Unauthorized disbursements. Except for
cooperatives, late fees charged the borrower
according to subpart K of part 1951 of this
chapter, may not be paid from project in-
come. When late fees are deducted by FmHA
or its successor agency under Public Law
103–354 from payments made from project in-
come, the project general operating account
must be reimbursed from nonproject income
of the owner or management agent or de-
ducted from the owner’s return on invest-
ment.

b Real estate tax and insurance escrow ac-
count. According to the borrower’s manage-
ment plan, project funds for periodic pay-
ment(s) of real estate taxes and real property
insurance may be deposited in a real estate
tax and insurance escrow account or held in
the general operating account as cash on
hand. The escrow account may be an interest
bearing account. Deposits to the account
should be in monthly increments of one-
twelfth of the annual anticipated real estate
tax and insurance payments. Any interest
earned shall accrue to the project as project
operational cash income.

c. Reserve account. The reserve account is a
required account subject to the requirements
set out in this paragraph. The borrower will
initiate monthly deposits in this project ac-
count, preferably an interest bearing ac-
count, starting the same month the first
loan payment is due FmHA or its successor
agency under Public Law 103–354. As projects
age, the required reserve account level may
be adjusted to meet anticipated ‘‘life-cycle’’
needs, including equipment and facility re-
placement costs, by amending the loan
agreement/resolution. All RRH, RCH, and LH
borrowers operating projects (i.e., all LH
borrowers exclusive of those on-farm type
LH borrowers) are required to establish a re-
serve account. Effective as of July 26, 1994,
reserve funds will be required to be placed in
a supervised account. The provisions of sub-
part A of part 1902 of this chapter apply. Re-
serve funds on deposit just prior to this date
in instruments which are subject to mone-
tary penalties for early withdrawal may be
temporarily held for the time needed to
avoid such penalties.

(1) Monthly installments. Immediately after
paying each installment for the orderly re-
tirement of the FmHA or its successor agen-
cy under Public Law 103–354 loan, as provided
in the borrower’s promissory note, required
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reserve installments shall be transferred to
the Reserve Account at least at the monthly
rate stipulated by the borrower’s loan agree-
ment or resolution starting with the date
the first payment is due to the Agency.
Monthly transfers will continue until the ac-
count reaches the total amount specified in
the loan agreement or resolution. Monthly
transfers shall be resumed the month fol-
lowing withdrawals that decrease the reserve
account balance below its required level
until it is restored to the specified total min-
imum sum.

(2) Reserve account principles. Reserve ac-
count funds are governed by the following
principles:

(i) Primary use. The reserve account is pri-
marily used to meet the major capital ex-
pense needs of a project. It is expected that
the reserve account should rarely have to be
used to meet any noncapital expense need of
a project; however, the Servicing Official
may approve such uses when warranted in
unusual circumstances (e.g., a cash income
shortfall, using the notice of approval at ex-
hibit B–9 of this subpart).

(ii) Investment vehicles and institutions. Re-
serve account funds not immediately needed
to pay for expenses for authorized purposes
may be held as set out herein. Reserve ac-
count funds may be held in the form of a
checking, savings, negotiable order of with-
drawal, or similar account at a Federally in-
sured domestic institution such as a bank,
savings and loan, or credit union. Reserve
account funds may be held in the form of
readily marketable obligations of the United
States Treasury Department (e.g., U.S.
Treasury bonds, U.S. Savings bonds, zero
coupon bonds, etc.) at a Federally insured
domestic institution or at an insured domes-
tic institution authorized to sell securities.
Reserve account funds may also be held in
the form of an account (the account may be
a tax exempt account or a taxable account)
established at an insured domestic institu-
tion authorized to sell securities (the insti-
tution may or may not charge brokerage
fees), provided the accounts so established
meet the remaining conditions set out herein
and are not used in a speculative manner.

(iii) Limitations on investments in securities.
Any securities must be backed by the United
States (U.S.) Government or an Agency of
the U.S. Government, or be triple A (AAA)
rated Government National Mortgage Asso-
ciation collateralized tax-emempt bonds or
be AAA rated prerefunded bonds.
Prerefunded bonds are bonds that originally
may have been issued as general obligation
or revenue bonds but are now secured, until
the call date or maturity, by an ‘‘escrow
fund’’ consisting entirely of direct U.S. Gov-
ernment obligations that are sufficient for
paying the bondholders.

(iv) Reporting actual costs of securities. In
order to assure that required amounts have

been paid into the reserve account, the ac-
tual costs of securities (which in many cases
may not be the face value) must be shown on
the project books. In addition, details of
these transactions should be disclosed in
footnotes to financial information provided
to the Agency.

(v) Security sales. When the Agency ap-
proves withdrawals from the reserve account
and the funds are invested in securities, bor-
rowers must, to the extent that securities
are available, assure that securities are sold
in an amount which results in proceeds suffi-
cient to cover the disbursement.

(vi) Forecasting security sales. Since the sale
or redemption of any securities may result
in cash proceeds of less than the amount in-
vested, borrowers should take steps to mini-
mize the risk of loss from converting securi-
ties to cash. Needed reserve account with-
drawals should be forecasted well in advance
to permit Agency approval of anticipated
needs such that security sales can be ar-
ranged to be sold in favorable market condi-
tions. When sales of securities take place the
proceeds will normally be held in a reserve
fund at a domestic bank, savings and loan,
credit union, or similar institution insured
by an Agency of the Federal Government
until such time as withdrawals are actually
needed for the purposes authorized. Should
unusual circumstances require the sale of se-
curities in unfavorable market conditions
the borrower will not be required to reim-
burse the project for any losses incurred.

(vii) Knowledge required of securities inves-
tors. Those investing in securities must be
knowledgeable of common industry practices
prior to investing in securities. Knowledge of
the various fees that may be associated with
the purchase and sale of securities and the
maintenance of security accounts must be
considered when making security invest-
ments (e.g., front end loads or fees, back end
loads or fees, maintenance fees, etc.). Such
fees may be paid by the general operating ac-
count or by the reserve account. However,
the Agency must give its prior consent be-
fore reserve account funds may be used.

(viii) Financial advisor limitations. Project
proceeds may not be permitted to be used to
pay for the services of a financial advisor to
assist in the selecting of securities for in-
vestments, since the securities permitted are
relatively limited and must meet the re-
quirements set out herein. However, normal
brokerage fees may be paid to secure and sell
securities. It is recognized that financial ad-
vice may also be provided as part of the nor-
mal brokerage fee service package to con-
summate the purchase and sale of securities.
Separate financial advisor services fees,
apart from normal brokerage fees, are pro-
hibited, however.

(3) Reserve account tracking. Any deposit
and withdrawal from the reserve account
should be recorded on a withdrawal format
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for tracking and reconciliation of the ac-
count similar to that found in exhibit B–10 of
this exhibit.

(4) Excess reserve. Any amount in the re-
serve account which exceeds the total sum
specified in the loan agreement or resolution
may be transferred to the general operating
account for the authorized purposes only
when it is agreed between the borrower and
FmHA or its successor agency under Public
Law 103–354 to be in excess of the require-
ment and there is a specific need for the ex-
cess funds. However, the FmHA or its suc-
cessor agency under Public Law 103–354 Serv-
icing Official may direct the excess sum to
be retained in the reserve account or applied
as an extra payment on the loan.

(5) Reserve account use. Funds in the re-
serve account may be used for purposes in
accordance with this paragraph. The bor-
rower will request withdrawal of reserve
funds in a written or confirmed manner be-
fore they are needed. Annual budgets are to
include realistic routine income and expense
levels to avoid the need to use the reserve for
routine expenses (operating shortfalls), not
caused by emergencies or very unusual serv-
icing situations; but when needed, use of re-
serve funds may be permitted with Agency
approval. The Servicing Official will take
prompt action on a request for reserve with-
drawal (normally within 5 working days of
the request) and provide written authoriza-
tion to the borrower for any authorized with-
drawal of funds by the use of a letter in the
form of exhibit B–9 of this subpart (or other
similar letter containing at least the infor-
mation shown on exhibit B–9 of this subpart)
before the borrower actually withdraws any
funds. Any conditions for approval (e.g., a
copy of paid invoices, inspections, etc.) will
be indicated in the letter. Although the prior
consent of the Government is required for
the use of reserve funds, the Servicing Offi-
cial may post approve the use of reserve
funds if they were used for authorized pur-
poses and their expenditure would have been
approved had a request for approval been
submitted prior to the withdrawal. The bor-
rower must provide documented evidence
showing the actual amount and use of funds
before the post-approval action. Authorized
purposes are:

(i) To meet payments due on the loan obli-
gations in the event the amount for debt
service is not sufficient for that purpose.

(ii) To pay cost of repairs or replacements
to the housing, furnishings or equipment or
shortfalls of current expenses. Withdrawal
for planned authorized purposes should be
approved in advance during the annual budg-
et approval process.

(iii) To make improvements to the housing
project without creating new living units or
to retrofit units to make them accessible to
the physically handicapped.

(iv) For other purposes desired by the bor-
rower, which in the judgement of the Gov-
ernment will promote the loan purposes,
strengthen the security, or facilitate, im-
prove, or maintain the project and the or-
derly collection of the loan without jeopard-
izing the loan or impairing the adequacy of
the security. Reserve funds may also be used
to facilitate payment of fees associated with
the buying or selling of securities or main-
taining a securities account.

(v) To pay a return on investment at the
end of the borrower’s project operating year,
provided that after such disbursements the
amount in the reserve account will not be
less than that required by the loan agree-
ment or resolution to be accumulated by
that time (taking into consideration the pro-
visions of any approved servicing plan which
may be authorizing a temporary adjustment
to these provisions), minus any authorized
withdrawals, and provided that the amount
in the reserve account will likely not fall
below that required to be accumulated dur-
ing the next 12 months.

(A) In the case of borrowers operating on a
limited profit basis, to pay a return on the
borrower’s initial investment as identified in
the loan agreement or resolution.

(B) In the case of borrowers operating on a
full profit basis, to pay an annual return as
specified in the borrower’s loan agreement or
resolution.

(6) Exhibit B–10 of this subpart may be
used by the borrower and FmHA or its suc-
cessor agency under Public Law 103–354 to
record deposits and withdrawals in the re-
serve account and to perform reconciliation
of the account to determine the current ac-
count balance.

d Management reserve account (patronage
capital account). Any funds in excess of three
months of average operating expenses re-
maining in the general operating account of
an RCH project at the end of the fiscal year
will be transferred and maintained in a lump
sum in an interest bearing patronage capital
account and will be handled according to any
state laws governing patronage capital. That
amount will then be equally assigned, by
bookkeeping entry only, to each member.
The patronage capital funds will be held by
the cooperative in trust for the respective
member until that member terminates mem-
bership in the cooperative, provided the
member has paid all charges and costs due
the cooperative. The patronage capital funds
will not be used for any other purpose.

e Security deposit or membership fee account
(when applicable). Upon receipt, all security
deposit or membership fee funds collected
shall be recorded in a bookkeeping account
that is kept separate from the project book-
keeping accounts. These funds shall be de-
posited in a separate bank account that is
kept separate from any project funds and
will be handled according to any state or
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local laws governing security deposits.
Funds in the security or membership fee de-
posit account shall be used only for author-
ized purposes as intended and represented by
the project management plan. They shall be
held by the borrower or borrower’s manage-
ment agent in trust for the respective ten-
ants or members until so used. Any amount
of the security deposit account which is re-
tained by the borrower as a result of lease or
occupancy agreement violations shall be
transferred to the general operating account
and treated as income of the housing.

(1) The owner will follow all State and
local requirements governing the handling
and disposition of security or membership
fee deposits.

(2) In no case will interest earned on secu-
rity or membership fee deposits accrue to
project management or the owner of a rental
project. Any interest earned but not re-
turned to the tenants, or in the case of a co-
operative, interest earned on membership
fees but not returned to members will, ac-
crue to the project’s general operating ac-
count for disposition as outlined in the man-
agement plan.

C Borrower reporting requirements. It is the
objective of FmHA or its successor agency
under Public Law 103–354 that borrowers will
maintain accounts and records necessary to
conduct their operation successfully and
from which they may accurately report oper-
ational results to FmHA or its successor
agency under Public Law 103–354 for review,
and otherwise comply with the terms of
their loan agreements with the Agency. Cer-
tain reports are necessary to verify compli-
ance with FmHA or its successor agency
under Public Law 103–354 requirements and
to aid the borrower in carrying out the ob-
jectives of the loan. Some reports must be
submitted with the FmHA or its successor
agency under Public Law 103–354 payments
and others submitted to FmHA or its suc-
cessor agency under Public Law 103–354 ei-
ther monthly, quarterly, or annually. Exhib-
its B–6, B–7, and B–8 of this subpart are to be
used as a guide for determining when reports
are due and the number of copies required.
Borrower accounts and records will be kept
or made available in a location within rea-
sonable access for inspection, review and
copying by representatives of FmHA or its
successor agency under Public Law 103–354 or
other agencies of the U.S. Department of Ag-
riculture authorized by the Department.

1 Accounting methods and records.
a Method of accounting and financial state-

ments. Borrowers may choose a cash or ac-
crual method of accounting, bookkeeping
and budget preparation as described in their
project management plan. Balance sheets or
statements of financial condition may be
prepared reflecting the same accounting
method, except that the accrual method of
reporting financial condition will be used

where the borrower is required to submit an
annual audit.

b Approval requirement. Before loan clos-
ing or start of construction, whichever is
first, each borrower shall incorporate a de-
scription of its method of accounting, book-
keeping, budget preparation, and reporting
of financial condition and, when applicable,
plans for auditing in the project manage-
ment plan that must be approved by FmHA
or its successor agency under Public Law
103–354.

c Records. Form FmHA or its successor
agency under Public Law 103–354 1930–5 may
be used by small organizations as a method
of recording and maintaining accounting
transactions. Automated systems may be
used if they meet the conditions of para-
graph XVI of this exhibit.

d Record retention. Each borrower shall re-
tain all financial records, books, and sup-
porting material for at least 3 years after the
issuance of the audit reports and financial
statements. Upon request, this material will
be made available to FmHA or its successor
agency under Public Law 103–354, the Office
of Inspector General (OIG), the Comptroller
General, or to their representatives.

2 Management reports and review processes.
The objective of management reports and re-
view processes is to furnish the management
and FmHA or its successor agency under
Public Law 103–354 with a means of evalu-
ating prior decisions and to serve as a basis
for planning future operations and financial
conditions. Timely reports and their review
furnish necessary information to make
sound management decisions. All reports
will relate only to the FmHA or its successor
agency under Public Law 103–354 financed
project and borrower entity. Separate re-
ports will be prepared and submitted for each
project owned by the same borrower. Forms
necessary in making the required reports
may be requested from FmHA or its suc-
cessor agency under Public Law 103–354. The
various review processes described in this
paragraph are illustrated at paragraph XIII
C 3 of this exhibit.

a Annual budget and utility allowance.
(1) Objective. It is the objective of FmHA or

its successor agency under Public Law 103–
354 that project budgets and/or utility allow-
ances be prepared, reviewed, and approved in
such manner and timing that the approved
budget and/or utility allowance, including
any authorized changes to same, become ef-
fective on the beginning of a fiscal year of
project operation.

(2) Documents.
(i) The annual project budget will be pre-

pared on Form FmHA or its successor agen-
cy under Public Law 103–354 1930–7 by the
borrower or its agent following the instruc-
tions on the form. It will reflect budget plan-
ning for a 12 month fiscal year. Figures in
the ‘‘actual’’ column will reflect at least 9
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months of actual fiscal year activity and no
more than 3 months of estimated activity for
the balance of the same fiscal year based on
recent actual experience.

(ii) The housing allowance for utilities and
other public services will be prepared on ex-
hibit A–6 of subpart E of part 1944 of this
chapter. The exhibit A–6 will be prepared by
the borrower or its agent following instruc-
tions attached to exhibit A–6 of subpart E of
part 1944 of this chapter.

(3) Supporting data. Any data, justification
or other documentation required by the in-
structions for preparation of Form FmHA or
its successor agency under Public Law 103–
354 1930–7 and exhibit A–6 of subpart E of part
1944 of this chapter, or otherwise required by
the Servicing Official on an individual case
basis, shall be attached to the respective
document when submitted to the Servicing
Office.

(4) Due date. The borrower can submit the
necessary documents as soon as 9 months of
current fiscal year actuals are available, but
in sufficient time to meet the objective stat-
ed at C 2 a (1) of this paragraph. The Serv-
icing Official needs 15 to 30 days to review
project budgets and utility allowances when
no changes of rents, occupancy charges, or
utility allowances are needed. When such
changes are needed, the borrower needs to
submit documents to allow sufficient time
for review and proper notice of change to
tenants or members.

(5) FmHA or its successor agency under Public
Law 103–354 review. Form FmHA or its suc-
cessor agency under Public Law 103–354 1930–
7 and exhibit A–6 of subpart E of part 1944 of
this chapter and any attachment will be re-
viewed by the Servicing Office as part of the
rental or occupancy charge/utility allowance
change review and/or annual review process.

b Rental or occupancy charge budget and/or
utility allowance change.

(1) Objective. It is the objective of FmHA or
its successor agency under Public Law 103–
354 that changes to project rental or occu-
pancy charges and/or utility allowances be
incorporated into the annual budget review
and planning process in such manner and
timing that authorized changes become ef-
fective at the beginning of a fiscal year of
project operation.

(2) Documents. When a rental or occupancy
charge and/or utility allowance change is
proposed, the borrower or its agent will pre-
pare and submit Form FmHA or its suc-
cessor agency under Public Law 103–354 1930–
7 and exhibit A–6 of subpart E of part 1944 of
this chapter and any supporting attachments
following the instructions for either docu-
ment.

(3) Standards and timing.
(i) The policies and procedures governing

rental or occupancy charge and/or utility al-
lowance change are contained in exhibit C of
this subpart, (available in the ‘‘Borrower

Handbook’’ or any FmHA or its successor
agency under Public Law 103–354 office).

(ii) To meet the projected effective date of
change, the necessary documents need to be
received by the Servicing Official at least 75
days ahead to allow FmHA or its successor
agency under Public Law 103–354 review and
allow for a 60-day notice to tenants or mem-
bers of an impending change. The ‘‘actual’’
column of Form FmHA or its successor agen-
cy under Public Law 103–354 1930–7 shall con-
tain actual data for the fiscal year to date
plus the projection of expected data for the
remainder of the fiscal year. This projection
should cover a period not exceeding 90 days.
The same supporting data standards of para-
graph XIII C 2 a (3) of this exhibit will apply.

(iii) Should the borrower need to request a
rental or occupancy charge and/or utility al-
lowance change at some time other than de-
scribed at paragraph XIII C 2 b(3)(ii) of this
exhibit (e.g., mid-fiscal year), the Form
FmHA or its successor agency under Public
Law 103–354 1930–7 shall reflect the project’s
financial needs for the next 12 months of op-
eration and the ‘‘actual’’ column shall re-
flect the most recent 12 months of actual
data. The previous fiscal year’s audit report,
or Form FmHA or its successor agency under
Public Law 103–354 1930–8, as appropriate,
shall be submitted with the change request if
it was not previously submitted to the Serv-
icing Office.

(4) FmHA or its successor agency under Public
Law 103–354 review. Exhibit C of this subpart
shall govern FmHA or its successor agency
under Public Law 103–354 review of the bor-
rower’s request for rental or occupancy
charge and/or utility allowance change.

c Quarterly report.
(1) Objective. The objective of FmHA or its

successor agency under Public Law 103–354 is
for quarterly reports to provide a monitoring
means for borrowers and FmHA or its suc-
cessor agency under Public Law 103–354 to
mutually check a borrower’s progress in
achieving program objectives and when ap-
plicable, meeting servicing goals. The Serv-
icing Official may require monthly reports
rather than quarterly reports when war-
ranted in unusual situations.

(2) Document. Form FmHA or its successor
agency under Public Law 103–354 1930–7 will
be used by borrowers to prepare the quar-
terly report.

(3) Standards.
(i) For quarterly reports, Form FmHA or

its successor agency under Public Law 103–
354 1930–7 will be completed following the in-
structions on the form for preparation of a
quarterly report. The quarterly report shall
be required upon commencement of any of
the following situations:

(A) Start-up of initial occupancy after
completion of new construction or substan-
tial rehabilitation.
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(B) Reamortization, transfer of an existing
project loan or a 100-percent membership
change.

(C) Failure to make a scheduled loan pay-
ment, failure to maintain required transfers
to the reserve account, or failure to main-
tain reserve accounts at authorized current
levels.

(ii) For monthly reports, Form FmHA or
its successor agency under Public Law 103–
354 1930–7 will be completed following the in-
structions on the form for preparing a
monthly report. The monthly report may be
invoked:

(A) When determined essential by the
Servicing Official as part of a servicing plan
made in accordance with exhibit F of subpart
B of part 1965 of this chapter (available in
any FmHA or its successor agency under
Public Law 103–354 office).

(B) When there are factors such as appar-
ent violations of policy or reporting prac-
tices, audit findings, sudden increases of va-
cancy and/or accounts payable or receiv-
ables, or other evidence of weak financial
condition.

(4) Frequency and discontinuance of quar-
terly and monthly reports.

(i) Reports shall be prepared and submitted
at least through the first year of operation
for any situation described in paragraph XIII
C 2 c (3) of this exhibit and each quarter or
month thereafter for new or existing projects
until discontinuance is authorized by the
Servicing Official. The Servicing Official will
evaluate the following in reaching a decision
to discontinue:

(A) The project has been operated and
maintained in a satisfactory manner during
the most recent 6 months of the required re-
porting period.

(B) An adequate accounting system is func-
tioning properly, is kept current, and the
most recent required annual financial re-
ports are complete and have been submitted
to the Servicing Office.

(C) Project loan payments to FmHA or its
successor agency under Public Law 103–354
are on schedule.

(D) The project reserve account is ahead or
on schedule, allowing for authorized expendi-
tures or authorized reduction in funding as
set forth in an approved servicing plan or
budget.

(E) The annual review has been completed
by the Servicing Office and the annual audit,
or verification of review when appropriate,
has been found acceptable.

(F) The Servicing Official has inspected
the project, reviewed project operations, and
found them acceptable. If a determination is
made to discontinue, a letter shall be sent to
the borrower or its agent with a copy sent to
the State Director.

(ii) The reporting and audit requirements
of paragraphs XIII C 2 c(4)(i) (B) and (E) do
not apply when the most recent 6 continuous

months of successful operation occur before
the first audit and/or annual review is due.

(5) Due date. Quarterly (or monthly) re-
ports shall be due in the FmHA or its suc-
cessor agency under Public Law 103–354 Serv-
icing Office by the 20th day of the month im-
mediately following the close of the respec-
tive reporting period.

(6) FmHA or its successor agency under Public
Law 103–354 review.

(i) The Servicing Official will review the
reports for year-to-date status of project op-
erations. When reports reveal actual data
that exceeds acceptable tolerance from a
forecasted budget Subtotal item, or vacan-
cies and accounts receivable and/or payable
are increasing, the Servicing Official will
initiate verbal and/or written dialogue with
the borrower for further resolution of prob-
lems or to otherwise achieve acceptable
progress.

(ii) The Servicing Official will complete
the FmHA or its successor agency under
Public Law 103–354 review and forward the
borrower’s report and any related docu-
mentation to the State Director by the 30th
day of the month following close of the re-
porting period.

(iii) If the borrower fails to submit its re-
port by the due date, this fact will be re-
ported to the State Director by the 30th day
of the month following the close of the re-
porting period; otherwise, the Servicing Of-
fice will complete its review of a submitted
report no later than 10 calendar days fol-
lowing receipt of the borrower’s report.

d Annual audit reports and verifications of
review.

(1) Documents and general standards.
(i) Annual audit report. An audit report will

be in the format as prepared by a CPA or Li-
censed Public Accountant (LPA), provided
the LPA was licensed on or before December
31, 1970.

(A) All audits are to be performed in ac-
cordance with generally accepted govern-
ment auditing standards or GAGAS, as set
forth in ‘‘Government Auditing Standards’’
(1988 Revision), established by the Comp-
troller General of the United States, and any
subsequent revisions (this publication is
commonly referred to as the ‘‘Yellow Book’’
or ‘‘Government Accounting Office Stand-
ards’’). In addition, the audits are also to be
performed in accordance with applicable por-
tions of various Office of Management and
Budget (OMB) Circulars, Departmental Reg-
ulations, parts 3015 and 3016 of chapter XXX
of title 7, and the FmHA or its successor
agency under Public Law 103–354 Audit Pro-
gram as specified in separate sections of this
subpart.

(B) An audit report is required for any
project with 25 or more units unless the
State Director or Servicing Official deter-
mines that a project with 24 or fewer units
requires an audit for reasons of good cause.
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Such reasons include, but are not limited to,
situations where project records are incom-
plete or inaccurate, or it appears that the
borrower has not adequately accounted for
project funds, or where the borrower’s oper-
ation consists of multiple projects where
each is 24 or fewer units (with subsidy re-
ports prepared for each project). (Note: The
State Director or Servicing Official may re-
quire that the accounts of RHS borrowers be
audited if the loan exceeds the 2-year repay-
ment term.)

(C) The project audit report should cover
the borrower entity and the expense for prep-
aration of the audit report may include the
auditor’s preparation of any IRS required
borrower entity reports (i.e., Schedule K–1
(IRS Form 1065), ‘‘Partner’s Share of Income,
Credits, Deductions, etc.’’).

(D) The CPA or LPA auditor who prepares
the audit report may not be an individual or
organization that is associated with the bor-
rower in any manner, other than the per-
formance of the audit review and preparation
of the project audit report and required IRS
reports, that creates an identity of interest
or possible conflict of interest (as described
in paragraph V B of this exhibit. For exam-
ple, the CPA or LPA auditor may not be an
employee of the borrower or an employee of
any officer of the organization, nor be an em-
ployee of any member, stockholder, partner,
principal, or have any ownership or other in-
terest in the borrower organization.

(E) The State Director or Servicing Offi-
cial may authorize the initial audit report to
cover a period up to 18 months for new
projects whose first operating year does not
exceed 6 months.

(F) The State Director may also make an
exception to the CPA or LPA audit require-
ment for not more than one successive year
in a specific case providing: the borrower
submits a written request; the FmHA or its
successor agency under Public Law 103–354
approved budget for the project includes a
typical and reasonable fee for the audit but
the negotiated cost of an audit would in-
crease the monthly per unit rental rate by
more than $4.00; and the required reports, in-
cluding a CPA or LPA prepared audit, were
properly submitted for the prior year’s
project operations.

(ii) Verification of review. Form FmHA or
its successor agency under Public Law 103–
354 1930–8 will be prepared by a competent
person qualified by education and/or experi-
ence who has no identity of interest or pos-
sible conflict of interest with the borrower
or its principals. However, in the case of a
nonprofit institution, the verification of re-
view may be made by a committee of the
membership but may not include any officer,
director, or employee of the borrower.

(A) Form FmHA or its successor agency
under Public Law 103–354 1930–8 will be used
for the verification of review of project ac-

counts and the review verifier will also re-
view the actual data on Form FmHA or its
successor agency under Public Law 103–354
1930–7 for projects with 24 or fewer units un-
less the requirements of paragraph XIII C 2
d(1)(i)(A) of this exhibit are invoked by the
State Director or Servicing Official.

(B) The State Director or Servicing Offi-
cial may authorize the initial verification of
review to cover a period up to 18 months for
a new project whose first operating year was
less than 6 months.

(iii) Project operating budget actuals. An an-
nual report of actuals for the full operating
year will be submitted by the borrower, or
its agent, using Form FmHA or its successor
agency under Public Law 103–354 1930–7. The
report will reflect the actual income and ex-
penses for the project for the borrower’s 12-
month operating year. The report will be
submitted with the annual audit report or
Form FmHA or its successor agency under
Public Law 103–354 1930–8, as appropriate.

(iv) Form FmHA or its successor agency under
Public Law 103–354 1930–10, ‘‘Annual Multiple
Family Housing Project Review.’’ When the an-
nual audit report or verification of review is
received, parts II C and D of Form FmHA or
its successor agency under Public Law 103–
354 1930–10 may be prefilled to the extent pos-
sible to record previous year status as re-
ported in the audit report or verification of
review. The Form FmHA or its successor
agency under Public Law 103–354 1930–10 will
be completed later as described in § 1930.123
(e)(2) and (i) of this subpart.

(v) Fraud, abuse, and illegal acts. If the re-
view verifier becomes aware of any indica-
tion of fraud, abuse, or illegal acts in FmHA
or its successor agency under Public Law
103–354 financed projects, prompt written no-
tice shall be given to the appropriate Serv-
icing Official.

(2) Specific standards.
(i) State and local governments and Indian

tribes. These organizations are to be audited
in accordance with this subpart, 7 CFR part
3015, and OMB Circular A–128, with copies of
the audit being forwarded by the borrower to
the Servicing Official and the appropriate
Federal cognizant agency, if applicable. For
guidance in meeting these requirements, the
auditor may refer to the American Institute
of Certified Public Accountants Audit and
Accounting Guide for ‘‘Audits of State and
Local Governmental Units.’’ The term Fed-
eral financial assistance used herein shall
mean Federal loan and/or grant funds re-
ceived by the borrower, but not rental sub-
sidies.

(A) Cognizant agency. (1) ‘‘Cognizant agen-
cy’’ means the Federal agency assigned by
OMB Circular A–128. Within the U.S. Depart-
ment of Agriculture (USDA), the USDA OIG
shall fulfill cognizant agency responsibil-
ities.
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(2) Cognizant agency assignments. Smaller
borrowers not assigned a cognizant agency
by OMB should contact the Federal agency
that provided the most funds. When USDA is
designated as the cognizant agency or when
it has been determined by the borrower that
FmHA or its successor agency under Public
Law 103–354 provided the major portion of
Federal financial assistance, the appropriate
USDA OIG Regional Inspector General shall
be contacted.

(B) Audit standards. It is not intended that
audits required by this subpart be separate
and apart from audits performed in accord-
ance with State and local laws. To the ex-
tent feasible, the audit work should be done
in conjunction with those audits.

(1) State and local governments and Indian
tribes that receive $100,000 or more a year in
Federal financial assistance shall have an
audit made in accordance with OMB Circular
A–128.

(2) State and local governments and Indian
tribes that receive between $25,000 and
$100,000 a year in Federal financial assistance
shall have an audit made in accordance with
OMB Circular A–128 or in accordance with
the FmHA or its successor agency under
Public Law 103–354 Audit Program. This is an
option of the State and local government or
Indian tribe. If the election is made to have
an audit performed in accordance with the
FmHA or its successor agency under Public
Law 103–354 Audit Program, the audit shall
be in accordance with paragraph XIII C 2
d(2)(iii) of this exhibit.

(3) State and local governments and Indian
tribes that receive less than $25,000 a year in
Federal financial assistance shall be exempt
from compliance with OMB Circular A–128
and the FmHA or its successor agency under
Public Law 103–354 Audit Program. These
State and local governments and Indian
tribes shall be governed by audit standards
prescribed by State and local law or regula-
tion.

(4) Public hospitals and public colleges and
universities may be excluded from OMB Cir-
cular A–128 audit standards. If such entities
are excluded, audits shall be made in accord-
ance with paragraph XIII C 2 d(2)(ii) of this
exhibit.

(5) Indications of fraud, abuse, and illegal
acts shall be referred to FmHA or its suc-
cessor agency under Public Law 103–354 for
processing in accordance with paragraph
XIII C 2 d(1)(v) of this exhibit.

(ii) Nonprofit institutions. These organiza-
tions are to be audited in accordance with
this subpart, 7 CFR part 3015, and OMB Cir-
cular A–133, with copies of the audit being
forwarded by the borrower to the Servicing
Office and the appropriate Federal cognizant
agency, if applicable. The term Federal fi-
nancial assistance used herein shall mean
Federal loan and/or grant funds received by
the borrower, but not rental subsidies.

(A) Cognizant agency. See paragraph XIII C
2 d(2)(i)(A) of this exhibit.

(B) Audit standards.
(1) Nonprofit institutions that receive

$100,000 or more a year in Federal financial
assistance shall have an audit made in ac-
cordance with the provisions of OMB Cir-
cular A–133. However, nonprofit institutions
receiving $100,000 or more but receiving
awards under only one program have the op-
tion of having an audit of their institution
prepared in accordance with the provisions
of the OMB Circular A–133 or having an audit
made of the one program in accordance with
paragraph XIII C 2 d(2)(iii) of this exhibit.
For prior or subsequent years, when an insti-
tution has only loan guarantees or out-
standing loans that were made previously,
the institution will be required to conduct
audits for those programs in accordance with
paragraph XIII C 2 d(2)(iii) of this exhibit.

(2) Nonprofit institutions that receive at
lease $25,000 but less than $100,000 a year in
Federal financial assistance shall have an
audit made in accordance with OMB Circular
A–133 or in accordance with the FmHA or its
successor agency under Public Law 103–354
Audit Program. If the election is made to
have an audit performed in accordance with
the FmHA or its successor agency under
Public Law 103–354 Audit Program, the audit
shall be performed in accordance with para-
graph XIII C 2 d(2)(iii) of this exhibit.

(3) Nonprofit institutions receiving less
than $25,000 a year in Federal financial as-
sistance are exempt from Federal audit
standards, but records must be available for
review by appropriate officials of FmHA or
its successor agency under Public Law 103–
354.

(C) Fraud, waste, and abuse. Indications of
fraud, abuse, and illegal acts shall be proc-
essed in accordance with paragraph XIII C 2
d(1)(v) of this exhibit.

(iii) FmHA or its successor agency under Pub-
lic Law 103–354 Audit Program. For-profit or-
ganizations and other entities referred to
this paragraph by paragraphs XIII C 2 d(2)(i)
and/or (ii) of this exhibit, audits will be per-
formed under the guidance of the audit guide
entitled ‘‘U.S. Department of Agriculture,
Farmers Home Administration or its suc-
cessor agency under Public Law 103–354-
Audit Program’’ (available in any FmHA or
its successor agency under Public Law 103–
354 office).

(3) Due date. (i) Annual audit reports and
verifications of review, as appropriate, and
Form FmHA or its successor agency under
Public Law 103–354 1930–7 with 12 months of
project operation actuals are due in the
Servicing Office no later than 90 days fol-
lowing the close of the project fiscal year.

(ii) If the audit or verification of review
and Form FmHA or its successor agency
under Public Law 103–354 1930–7 with 12
months of project operation actuals cannot

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00270 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



271

RHS, RBS, RUS, FSA, USDA Pt. 1930, Subpt. C, Exh. B

be submitted by the due date, and the owner
presents a request for extension supported by
evidence that delay is at the request of the
auditor, and the request has a reasonable ex-
planation of why an extension of the due
date is needed, the Servicing Official may
authorize up to a 30-day extension of the due
date.

(iii) If an explanation is not forthcoming
from the auditor, or the explanation received
is without good reason, or the Servicing Offi-
cial otherwise suspects fiscal difficulty, the
Servicing Official may request the borrower
to submit to the Servicing Office for review,
the project bank statements for the general
operating, reserve, and investment accounts
covering the most recent 60-day period.

(iv) If the borrower fails to submit the re-
quested bank statements by the date stipu-
lated by the Servicing Official, the Servicing
Official will immediately refer the matter to
the OIG.

(4) FmHA or its successor agency under Public
Law 103–354 review. An audit report or
verification of review and Form FmHA or its
successor agency under Public Law 103–354
1930–7 with 12 months of project operation
actuals will be reviewed by the Servicing Of-
ficial within 60 days following receipt of the
audit report or verification of review. From
this annual audit review process, the Serv-
icing Official will initiate action on findings
and concerns needing immediate attention.
Those findings and concerns not needing im-
mediate action will be considered in the next
budget planning and annual review process
at the end of the fiscal year for implementa-
tion in the following fiscal year of project
operation.

e Miscellaneous management reports. These
reports include, but are not limited to, the
following items that provide additional or
unique information that augment or other-
wise support other management reports de-
scribed in this section:

(1) Documents and formats. (i) Minutes of an-
nual meetings. Written record of annual meet-
ing of organizational borrowers who, by their
organizational charter, are required to main-
tain such written records.

(ii) Energy audit. Prepared according to the
guidance of exhibit D of this subpart. Energy
audits, including implementation plans for
energy conservation, are prepared and sub-
mitted on multi-year cycles.

(iii) Miscellaneous items. These include
other written or electronically stored data
or information such as financial or income/
expense data, justification statements, or
other technical or informative material that
stands alone or supports other managements
reports described in this section, whether
volunteered by the borrower or requested by
the Servicing Official.

(2) Due date. Annual minutes and miscella-
neous items are due along with the report
they are attached to as supporting docu-
mentation. New energy audits are due with
the next submission of Form FmHA or its
successor agency under Public Law 103–354
1930–7 following expiration of the old energy
audit.

(3) FmHA or its successor agency under Public
Law 103–354 review. FmHA or its successor
agency under Public Law 103–354 review of
miscellaneous management reports will co-
incide with review of the management report
that each is attached to as documentation.

f Project worksheets.
(1) Submit Form FmHA or its successor

agency under Public Law 103–354 1944–29,
with the payment to the Servicing Office.
This form must be submitted each month to
report overage, occupancy surcharge, and/or
request RA, even if a loan payment is not
submitted. This form reflects occupancy in
the project as of the first day of the month
preceding the payment due date. The form
will be retained indefinitely.

(2) For LH projects, Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
29 will be submitted monthly for the LH ten-
ants who receive RA. Otherwise, the Form
FmHA or its successor agency under Public
Law 103–354 1944–29 covering all LH tenants
will be submitted to FmHA or its successor
agency under Public Law 103–354 at least
once annually with the annual reports. The
form will be retained indefinitely.

(3) Illustration of MFH budget planning, an-
nual review, and annual audit review cycles.

Items on hand during fiscal year Last quarter of fiscal
year

First quarter of next
FY Second quarter

Management Reports/items in bor-
rower casefile.

—Previous fiscal year annual audit
or Form FmHA or its successor
agency under Public Law 103–
354 1930–8..

Budget Planning
Process Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1930–7
& util. allowance
Review change or
no change of rents
or occupancy
charges and/or
utility allowance.

Annual audit prepa-
ration by auditor
or Form FmHA or
its successor
agency under
Public Law 103–
354 1930–8 by
verifier.

FmHA or its suc-
cessor agency
under Public Law
103–354 review of
annual audit or
Form FmHA or its
successor agency
under Public Law
103–354 1930–8
60-day review pe-
riod.

File annual audit or
Form FmHA or its
successor agency
under Public Law
103–354 1930–8
for next budget
planning & annual
review process.

—Exhibit A–1
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Items on hand during fiscal year Last quarter of fiscal
year

First quarter of next
FY Second quarter

—Latest supervisory visit/inspec-
tion.

FmHA or its suc-
cessor agency
under Public Law
103–354 starts an-
nual review proc-
ess.

Form FmHA or its
successor agency
under Public Law
103–354 1930–7
showing 12
months of project
operating actuals
submitted by bor-
rower.

FmHA or its suc-
cessor agency
under Public Law
103–354 com-
pletes annual re-
view process.

—Energy audit & implementation
plan.

—Compliance review .....................
—Management plan .......................
—Management agreement ............

—Form FmHA or its
successor agency
under Public Law
103–354 1930–7.

—Review project fi-
nancial and man-
agement reports..

.................................. FmHA or its suc-
cessor agency
under Public Law
103–354 may
prefill parts II C
and D of Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1930–10.

—Identity of Interest (IOI) Disclo-
sure Certificate, Form FmHA or
its successor agency under Pub-
lic Law 103–354 1944—30 and
Identity of Interest (IOI) Quali-
fication Form, Form FmHA or its
successor agency under Public
Law 103–354 1944—31.

FmHA or its suc-
cessor agency
under Public Law
103–354 com-
pletes Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1930–10.

.................................. Take immediate ac-
tion on significant
items found in the
Audit Review.

Other—as applicable

D Financial and management analysis. Fi-
nancial and management analysis provides
information on the status of the project’s op-
eration. Regular analysis by the borrower
and/or FmHA or its successor agency under
Public Law 103–354 can help identify
strengths, weaknesses, and reasonableness of
income and expenses so that appropriate cor-
rective actions can be taken. Some methods
of analysis FmHA or its successor agency
under Public Law 103–354 encourages are:

1 Budget analysis: Using quarterly (or
monthly if deemed necessary) and annual re-
ports, the borrower or project manager com-

pares actual income and expenses with the
budgeted amounts. Any differences between
the budget and actual figures indicate areas
of the project operation where the manager
may need to focus added attention and/or
take corrective action.

2 Ratio analysis: Ratios are an effective
tool for financial analysis. They prescribe
various measures of actual operating per-
formance. FmHA or its successor agency
under Public Law 103–354 and borrowers
should develop a data base of recorded ratios
for comparative analysis. Some useful ratios
are:
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XIV Termination and Eviction: Borrowers
and project managers should actively de-
velop ways and means to avoid forced termi-
nation of leases or occupancy agreements
and the eviction of tenants or members by
considering the following:

A Entitlement to continued occupancy.
1 General. The borrower or project man-

ager may terminate or refuse to renew any
occupancy only for material noncompliance
with the lease or occupancy agreement or
other good cause such as:

a Noneligibility for tenancy.
b Action or conduct of the tenant or

member which disrupts the livability of the
project by being a direct threat to the health
or safety of any person, or the right of any
tenant or member of the quiet enjoyment of
the premises and related project facilities, or
that results in substantial physical damage
causing an adverse financial effect on the
project, or the property of others, Except
when such threat can be removed by apply-
ing a reasonable accommodation.

c Expiration of the lease or occupancy
agreement period is not sufficient grounds
for eviction of a tenant or member.

2 Material noncompliance. Material non-
compliance with the lease or occupancy
agreement includes:

a One or more substantial violations of
the lease or occupancy agreement; or

b Nonpayment or repeated late payment
of rent or occupancy charge or any other fi-
nancial obligation due under the lease or oc-
cupancy agreement (including any portion
thereof) beyond any grace period constitutes
a substantial violation; or

c Admission to or conviction for use, at-
tempted use, possession, manufacture, sell-
ing, or distribution of an illegal controlled
substance that:

(1) is conducted in or on the premises by
the tenant or someone under the tenant’s
control.

(2) is allowed to happen by a household
member or guest because the tenant has not
taken reasonable steps to prevent or control
such illegal activity; or because the tenant
has not taken steps to remove the household
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member or guest who is conducting the ille-
gal activity.

(3) It is not the intent that this provision
of material lease violation apply to innocent
members of the tenant’s household who are
not engaged in the illegal activity, nor are
responsible for control of another household
member or guest. It is the intent that such
innocent persons can remain in the dwelling
unit if an otherwise eligible household re-
mains or can be formed.

3 Other good cause.
a Repeated minor violations of the lease

or occupancy agreement which disrupt the
livability and harmony of the project by ad-
versely affecting the health or safety of any
person, or the right of any tenant or member
to the quiet enjoyment of the leased prem-
ises and the related project, or that have an
adverse financial effect on the project.

b The borrower or project manager must
base their decision on current objective data,
not on supposition that the tenant may or
could pose a harm or threat to other persons
or property.

c Conduct cannot be considered as other
good cause unless the borrower or project
manager has given the tenant or member
prior notice that the conduct will constitute
a basis for termination of occupancy.

4 Rent overburden.
a Any tenant household (except those re-

ceiving Section 8 benefits) paying more than
the contribution levels cited in paragraphs
IV A 2 c (1), (2), or (3) of this exhibit toward
rent, including utilities, is considered to be
experiencing rent overburden that may jeop-
ardize a tenant’s ability to maintain occu-
pancy.

b Whenever a tenant is experiencing rent
overburden, borrowers are encouraged to uti-
lize any available and compatible govern-
mental or private rental subsidies including
FmHA or its successor agency under Public
Law 103–354 RA and/or interest credit; or to
inform tenants where they may apply for
Section 8 housing assistance to minimize
termination of tenancy.

c With reference to FmHA or its suc-
cessor agency under Public Law 103–354 RA
or interest credit, no further action by the
borrower is necessary if the borrower has al-
ready requested RA in conjunction with a
previous rental or occupancy charge change
request.

d For purpose of this provision, the term
‘‘rent overburden’’ also refers to occupancy
charges paid by cooperative members.

5 Tenant or member benefits during termi-
nation through eviction.

a Continued occupancy. Tenant or member
households may continue occupancy through
the specified termination date, or if judicial
action is initiated to evict, to the specified
date in a court order for eviction. In addi-
tion, this policy applies when a tenant or
member has filed a discrimination complaint

and a final decision on the complaint’s reso-
lution is awaited from the Department’s Of-
fice of Advocacy and Enterprise or the De-
partment of Housing and Urban Develop-
ment.

b Rental subsidy. During termination, RA
payments and/or interest credit will be ad-
ministered following this outline according
to type of situation:

(1) Failure to recertify.
(i) If failure to recertify is the fault of the

tenant or member:
(A) The borrower will charge the tenant or

member note rate rent or occupancy charge
during the period of occupancy with an ex-
pired certification and will remit collected
overage to the Servicing Office.

(B) If the tenant or member does not pay
rent during this period, the project will not
be required to pay overage.

(ii) The borrower will send a copy of the
termination notice to the Servicing Official,
together with a copy of the ‘‘90 day’’ and ‘‘30
day’’ letters sent to the tenant.

(iii) The Servicing Official will suspend
payment of any RA until the recertification
process is completed; otherwise until the
tenant or member moves out or is evicted by
court order, whichever occurs first.

(iv) The Servicing Official will annotate
the next processed project master list with
an ‘‘E’’ for expiration in column 5 of part II
of Form FmHA or its successor agency under
Public Law 103–354 1944–29 for the appro-
priate tenant(s) or member(s).

(v) If failure to recertify is the fault of the
borrower or management, through no fault
of the tenant or member:

(A) The Servicing Official will advise the
borrower or management to rescind the no-
tice of termination.

(B) Overage will be paid from project funds
or by the management agent, depending on
the provisions of the management plan and
management agreement.

(C) Until a new tenant certification is ef-
fective, the tenant shall continue to pay the
rent or occupancy charge established by the
expired tenant certification.

(vi) If the termination process is nullified,
either by completing the recertification
process, by judicial action or the resolution
of a discrimination complaint, the Servicing
Official will restore RA and request RA pay-
ment retroactive to the date it was withheld,
based on the newly verified tenant certifi-
cation. If the termination process ends with
voluntary tenant/member move-out or court
ordered eviction, whichever occurs first, the
RA will be assigned to the next tenant or
member that is RA eligible at the time of
the move-out or eviction.

(2) Lease violation.
(i) The borrower will send a copy of the

termination notice to the Servicing Official.
(ii) The Servicing Official will annotate

the next processed project master list with a
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‘‘T’’ for termination in column 5 of part II of
Form FmHA or its successor agency under
Public Law 103–354 1944–29 for the appro-
priate tenant(s) or member(s).

(iii) The Servicing Official will continue to
authorize RA for the tenant or member.

(iv) The borrower will continue to charge
and collect the rental or occupancy charge
rate established by the tenant’s or member’s
current tenant certification.

(v) If the termination process is nullified,
either by resolution of the lease violation or
by court action, normal tenant/member sta-
tus resumes. If the termination ends with
tenant/member move-out or court ordered
eviction, whichever occurs first, the RA will
be assigned to the next tenant or member
that is RA eligible at the time of the move-
out or eviction.

(vi) If the tenant certification expires
while a notice of termination for lease viola-
tion or good cause is in effect (i.e., litigation
is pending):

(A) The borrower will continue to assess
the rent or occupancy charge to the tenant/
member at the rates established by the ex-
pired tenant certification, through such time
the court has rendered a decision, or the ten-
ant/member has moved out, whichever oc-
curs first. (NOTE: the tenant/member must
pay the rent or occupancy charge into an es-
crow account pending the outcome of litiga-
tion.)

(B) The project will not be required to pay
overage.

(C) Should the court deny the termination
and order reinstatement of occupancy, the
borrower shall promptly complete the recer-
tification process as of the current time to
become effective as soon as possible, collect
the due rent or occupancy charge, and re-
quest RA retroactive to the date it was sus-
pended.

B Notice of lease or occupancy agreement
violation. A notice of lease or occupancy
agreement violation is prepared and issued
by the borrower or authorized representa-
tive. Any such notice must be based on ma-
terial violation of the lease or occupancy
agreement terms or for other documented
good cause as determined by the borrower or
the project manager.

1 The notice of lease or occupancy agree-
ment violation will be handled according to
the terms of the lease or occupancy agree-
ment. Tenants or members will be given
prior notice of lease or occupancy agreement
violation according to State or local law.
The notice must:

a Refer to relevant provisions in the lease
or occupancy agreement.

b State the violations with enough infor-
mation describing the nature and frequency
of the problem to enable the tenant or mem-
ber to understand and correct the problem.
In those cases where the lease or occupancy
agreement violation is due to the tenant’s

failure to pay rent or the member’s failure to
pay occupancy charge, a notice stating the
dollar amount of the balance due on the rent
or occupancy charge account and the date of
such computation shall satisfy this require-
ment.

c State that the tenant or member will be
expected to correct the lease or occupancy
agreement violation by a specified date.

d State that the tenant or member may
informally meet with the borrower or bor-
rower representative to attempt to resolve
the stated violation before the date of cor-
rective action specified in the notice.

e Advise the tenant or member that if he
or she has not corrected the stated violation
by the date specified, the borrower may seek
to terminate the lease or occupancy agree-
ment by bringing forth a judicial action, at
which time the tenant or member may
present a defense.

2 The notice shall be accomplished by:
sending a letter by first class mail to the
tenant or member at his or her address at
the project; or by serving a copy of the no-
tice on any adult person answering the door
at the dwelling unit, or if no adult responds,
by placing the notice under or through the
door, if possible, or by affixing the notice to
the door. Service shall not be deemed effec-
tive until either method of notice as de-
scribed herein has been accomplished. The
date on which the notice shall be deemed to
be received by the tenant or member shall be
the date on which the required first class let-
ter is mailed, or the date on which the notice
provided for in this paragraph is properly
given, whichever method of service is used.

C Notice of termination.
1 Upon failure by the tenant or member

to meet the condition(s) or correct the viola-
tion(s) stated in the notice of lease or occu-
pancy agreement violation by the date speci-
fied, the tenant or member will be notified
that the occupancy is terminated and that
eviction is being sought through the appro-
priate judicial process according to State or
local law.

2 The notice of termination is prepared
and issued by the borrower or its authorized
representative in accordance with the prior
notice requirements and provisions of State
or local law.

3 If State or local law is silent or other-
wise not explicit, the notice must state the
reason and basis for the termination of occu-
pancy (i.e., material or other good cause vio-
lation, or both).

4 The notice of termination must include
the location and regular office hours during
which the tenant or member (or counsel)
may view its file and copy any information
it contains to aid in the tenant’s member’s
defense.

5 The notice will be accomplished in the
same manner described at paragraph XIV B 2
of this exhibit.
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6 A copy of the notice of termination will
simultaneously be forwarded to the Serv-
icing Office.

7 In those states where the notice of lease
or occupancy agreement violation automati-
cally becomes the notice of termination
after a prescribed period of time, the require-
ments of the notice of termination have been
met.

D Servicing Official review.
1 Upon receipt of a copy of notice of ter-

mination, the Servicing Official shall
promptly review the notice for technical
compliance with paragraph XIV C of this ex-
hibit and any applicable State Supplements.
The Servicing Official will not review the no-
tice for the merits of the action, nor express
any opinion on the merits of the action (this
responsibility resides with the State or local
court).

2 No further action is required if the no-
tice of termination meets technical require-
ments of preparation.

3 If the notice of termination fails to
meet the technical requirements of prepara-
tion, the Servicing Official will:

a Inform the borrower how the notice of
termination failed to meet the technical re-
quirements of preparation,

b Inform the borrower to cease the ac-
tion,

c Inform the borrower that it may reissue
a new revised notice of termination if the
borrower believes the conditions still war-
rant such action, and

d Send to the tenant a copy of the Serv-
icing Official’s letter that was sent to the
borrower.

E Notice of eviction. A notice of eviction is
prepared and issued by a court of law, not
the borrower or its authorized representa-
tive. Eviction will be carried out as specified
by the terms of the eviction notice and court
order.

XV SECURITY SERVICING: Security serv-
icing, as referenced in this exhibit, concerns
the borrower’s general responsibilities in re-
lation to the loan agreement or resolution,
note, mortgage, and other loan documents.
It does not deal with security items between
the borrower and the tenants or members.
FmHA or its successor agency under Public
Law 103–354 will look to the borrower to ful-
fill its obligation according to the require-
ments of the loan agreement or resolution,
note, mortgage, and other legal or closing
documents. Some items of special emphasis
are:

A Fidelity coverage. It is the borrower’s
overall responsibility as described in the
management plan to see that fidelity cov-
erage is in place on any personnel entrusted
with the receipt, custody, and disbursement
of any project monies, securities, or readily
saleable property other than money or secu-
rities. The borrower should have fidelity cov-
erage in force as soon as there are assets

within the organization and it must be ob-
tained before any loan funds or interim fi-
nancing funds are made available to the bor-
rower. Coverage must be from a company li-
censed to provide coverage in the state
where the project is located. Fidelity cov-
erage obtained should utilize standard indus-
try forms copyrighted by an organization
such as the American Association of Insur-
ance Services, or AAIS; Insurance Services
Office, Inc., or ISO; or the Surety Associa-
tion of America, or SSA. Use of the following
guidelines will meet the administrative in-
tent of FmHA or its successor agency under
Public Law 103–354:

1 Fidelity coverage policies must declare
in the insuring agreement(s) that the insur-
ance company will provide protection to the
insured against the loss of project money, se-
curities, and property other than money and
securities, through any criminal or dishonest
act or acts committed by any ‘‘employee,’’
whether acting alone or in collusion with
others, not to exceed the amount of indem-
nity stated in the declaration of coverage.
The FmHA or its successor agency under
Public Law 103–354 minimally requires any
insuring policy to include an insuring agree-
ment that covers employee dishonesty.

2 The types of coverage policies accept-
able to FmHA or its successor agency under
Public Law 103–354 are:

a Blanket crime policy. This type of policy
usually provides the broader fidelity cov-
erage and economy of cost options. Pre-
miums are subject to discount based on the
level of internal control exercised by the in-
sured operation. This type of policy can pro-
vide the following insuring agreements:

(1) Employee dishonesty—Form A, Blan-
ket. (Required)

(2) Loss inside the premises—Money and
Securities Broad Form. (Recommended)

(3) Loss outside the premises—Money and
Securities Broad Form. (Recommended)

(4) Depositor’s forgery or alteration. (Rec-
ommended)

b Fidelity bond. Fidelity bonds limit cov-
erage only to employee dishonesty. Fidelity
bonds are generally used when one or two
employees are covered. Premiums are based
on established rate charges that are usually
greater than for blanket crime policies.

(1) Schedule and position bonds. A schedule
bond covers a named employee and is ac-
quired with each change of employment. A
position bond covers a named position of re-
sponsibility and permits continuous cov-
erage even though the person holding that
position changes. Of the two, a position bond
is preferred by FmHA or its successor agency
under Public Law 103–354.

(2) Blanket bonds. Blanket bonds cover all
employees in either of two forms:

(i) Commercial blanket bond (Form A).
This bond limits coverage to each loss, irre-
spective of how many persons are involved.
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This form of bond is available on a ‘‘stand-
ard’’ basis.

(ii) Blanket position bond (Form B). This
bond limits coverage to each employee,
hence it can provide greater protection if
there is collusion of two or more persons.
This is a nonstandard form of bond available
from some insurance companies who use
their own individualized forms.

3 The FmHA or its successor agency
under Public Law 103–354 requires only an
endorsement listing all FmHA or its suc-
cessor agency under Public Law 103–354 fi-
nanced properties and their locations cov-
ered under the policy or bond. The policy or
bond may also include properties or oper-
ations other than FmHA or its successor
agency under Public Law 103–354 financed
properties on separate endorsement listings.

4 Individual or organizational borrowers
will have fidelity coverage when they have
employees with access to project assets as
cited in paragraph XV A of this exhibit; oth-
erwise, a management company with exclu-
sive access to the borrower’s assets will have
the fidelity coverage.

5 Borrowers who use a management agent
with exclusive access to project assets as
cited above will require the Agent to have fi-
delity coverage on all principals and employ-
ees with access to the project assets. Should
active management revert to the borrower,
the borrower will obtain fidelity coverage as
specified in XV A 1 of this paragraph as a
first course of business.

6 Fidelity coverage is not required when a
loan is made to an individual (a natural per-
son) or a General Partnership and that per-
son or general partner will be responsible for
a project’s financial activities. (An indi-
vidual person cannot bond or obtain cov-
erage against its own actions.)

7 In the case of a land trust where the
beneficiary is responsible for management,
the beneficiary will be treated as an indi-
vidual.

8 A limited partnership will not be re-
quired to have fidelity coverage on its gen-
eral partners UNLESS one or more of its
general partners perform financial acts com-
ing within the scope of the usual duties of an
‘‘employee.’’

9 The minimum amount of fidelity cov-
erage will be the amount calculated by mul-
tiplying an exposure index by a coverage fac-
tor. When the calculated amount is less than
$10,000, minimum coverage of $10,000 must be
provided. This calculation is made as fol-
lows:

a Determine exposure index: Exposure
index=25 percent of the SUM of annual cash
receipts (rents, cash subsidy, interest, etc.)
and cash (cash carryover, reserves, CD’s, tax
and insurance escrows, etc.). Round to next
higher $1,000.

b Determine coverage: Coverage = exposure
index × coverage factor taken from the cov-
erage chart. Round to next higher $1000.

c Coverage chart:

Exposure index Coverage
factor

$100,000 or less .................................................... .30
$100,000 to $200,000 ........................................... .28
$200,000 to $300,000 ........................................... .26
$300,000 to $400,000 ........................................... .24
$400,000 to $500,000 ........................................... .22
$500,000 to $600,000 ........................................... .20
$600,000 to $700,000 ........................................... .18
$700,000 to $800,000 ........................................... .16
$800,000 to $900,000 ........................................... .14
$900,000 to $1,000,000 ........................................ .12
$1,000,000 or more ............................................... .10

d Example: $245,000 exposure index ×
26=$63,700 Minimum coverage (rounded) =
$64,000

10 A deductible is designed to allow flexi-
bility in balancing what the project can pru-
dently pay from its own assets, at a time of
loss, against the economy of annual pre-
miums in its annual budget. The following
deductible levels will meet FmHA or its suc-
cessor agency under Public Law 103–354 re-
quirements:

Fidelity coverage Deduct-
ible level

Under 50,000 ......................................................... $1,000
In the area of $100,000 ......................................... 2,500
In the area of $250,000 ......................................... 5,000
In the area of $500,000 ......................................... 10,000
In the area of $1,000,000 ...................................... 15,000

11 When discussing fidelity coverage with
its insurance agent, the borrower and/or
management agent should inquire how it can
improve its internal controls to reduce expo-
sure to risk. Adoption of improvement meas-
ures may result in lower premiums.

12 The premium for a borrower’s fidelity
coverage on project site employees is a
project expense.

13 The premium of a management agent’s
fidelity coverage for the agent’s principals
and employees will be the management
agent’s business expense (i.e., it is included
within the management fee). When a project
site employee is covered under the ‘‘um-
brella’’ of the agent’s fidelity coverage, the
pro rata portion of the premium covering the
employee may be considered a project ex-
pense.

14 Fidelity coverage should be reviewed
during annual review and adjusted when nec-
essary.

B Insurance. The minimum amounts and
types of insurance required of the borrower
will be determined by FmHA or its successor
agency under Public Law 103–354 in accord-
ance with subparts A and B of part 1806 of
this chapter (FmHA or its successor agency
under Public Law 103–354 Instructions 426.1

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00277 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



278

7 CFR Ch. XVIII (1–1–02 Edition)Pt. 1930, Subpt. C, Exh. B–1

and 426.2) except as otherwise described in
this paragraph. All references to County Su-
pervisor shall be construed to mean Serv-
icing Official when applied to the multiple
housing program. The borrower or its agent
shall obtain:

1 Adequate fire, extended coverage, and
earthquake insurance as needed will be re-
quired on all buildings included as security
for the loan or grant (see Guide Letter 1930–
4 for requesting renewals). The amount of
coverage will be not less than the ‘‘Total Es-
timated Reproduction Cost New of Improve-
ments,’’ on page 5 of Form FmHA or its suc-
cessor agency under Public Law 103–354 1922–
7, ‘‘Appraisal Report for Multi-Unit Hous-
ing.’’ The following additional provisions
will apply:

a An initial insurance policy with evi-
dence of first year paid premium will be de-
livered to the FmHA or its successor agency
under Public Law 103–354 Servicing Official
at the time of loan closing or transfer of
loan, providing at least 1 year of coverage.

b Form FmHA or its successor agency
under Public Law 103–354 426–2, ‘‘Property In-
surance Mortgage Clause,’’ or the provisions
thereof printed in the policy or in a blanket
letter from an insurance company, must be
part of the policy; namely to provide FmHA
or its successor agency under Public Law
103–354, as mortgagee, with at least 10 days
advance notice of cancellation.

c Evidence of paid premium in subse-
quent years will not be required.

d Any change of insurance provider or
level of coverage or term, will be provided to
the Servicing Official by use of part VII ‘‘No-
tice of Change to Borrower/Project Status,’’
of Form FmHA or its successor agency under
Public Law 103–354 1930–7.

2 Suitable Worker’s Compensation Insur-
ance on all its employees. Worker’s Com-
pensation Insurance for employees of a man-
agement agent shall be paid out of the
agent’s management fee. When a project site
employee is covered under the ‘‘umbrella’’ of
the agent’s insurance, the portion of pre-
mium attributable to a project site employee
may be a project expense.

3 Adequate liability insurance.
4 Flood insurance when the project is lo-

cated in a designated flood hazard area.
5 A blanket insurance policy may be ac-

cepted from a borrower when blanket cov-
erage is more cost effective for each FmHA
or its successor agency under Public Law
103–354 financed project on a prorata basis,
and an endorsement is attached to the policy
listing FmHA or its successor agency under
Public Law 103–354 financed projects, loca-
tions, and coverage limits separate from any
other properties covered by the policy.

C Real estate and personal property taxes.
All borrowers will be required to pay their
taxes before they become delinquent and
provide FmHA or its successor agency under

Public Law 103–354 with proof of payment
(see Guide Letter 1930–7 to remind borrowers
to pay taxes). An exception to the above may
be made if the borrower has formally con-
tested the amount of the property assess-
ment and had escrowed the amount of taxes
in question in a manner acceptable to the
Servicing Official.

XVI Automation of FmHA or its successor
agency under Public Law 103–354 Forms and
Formats: The various forms and formats ap-
proved or prescribed for use by borrowers
and their agents throughout this subpart
may be prepared on automated systems when
the following criteria is complied with:

A FmHA or its successor agency under Pub-
lic Law 103–354 forms approved for official use
by OMB.

1 The identical wording and nomenclature
of an official form must be included in the
automated version of the form, including the
OMB approval number.

2 The function (i.e., logic or mathe-
matical calculation) of an official form must
be the same in an automated version of the
form.

3 The name or logo of the source of an
automated form must be visibly annotated
on each output of the automated form.

4 Nominal spacing adjustment of the con-
tent of an official form on the automated
format is permitted to accommodate limita-
tions of automation software and hardware.

5 Output size must be 81⁄2 inches × 11
inches.

6 Output on colored paper is permissible
but not required by FmHA or its successor
agency under Public Law 103–354.

B Unofficial FmHA or its successor agency
under Public Law 103–354 formats. Items such
as management plans, management agree-
ments, waiting lists, and FmHA or its suc-
cessor agency under Public Law 103–354 guide
letters should be automated to the extent
possible. Content and completion of the for-
mat must be developed according to FmHA
or its successor agency under Public Law
103–354 guidelines for the item.

[58 FR 40868, July 30, 1993, as amended at 59
FR 3779, Jan. 27, 1994; 59 FR 6886, Feb. 14,
1994; 62 FR 25065, May 7, 1997]

EXHIBIT B–1 TO SUBPART C—MANAGE-
MENT PLAN REQUIREMENTS FOR
FARMERS HOME ADMINISTRATION OR
ITS SUCCESSOR AGENCY UNDER PUB-
LIC LAW 103–354 FINANCED MULTIPLE
FAMILY HOUSING (MFH) PROJECTS

The objective of a management plan is to
describe the property owner’s expectations
and standards for performance, timing, and
results of management of all aspects of the
various components of property operation,
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maintenance, and compliance with applica-
ble laws and regulations. This exhibit is in-
tended to guide the owner in identifying the
various components of property management
in an organized manner. The listing of dis-
cussion items under each component is in-
tended as further guidance. Items should be
added if needed; likewise, those items listed
and not applicable to a given property situa-
tion need not be addressed.

FmHA or its successor agency under Pub-
lic Law 103–354 requires management of
FmHA or its successor agency under Public
Law 103–354 financed MFH projects to be in
compliance with applicable Federal, State,
and local laws and this regulation. Exhibit
B–4 of this subpart will be used by a prospec-
tive management agent to provide a resume
of management background and/or experi-
ence. Exhibit B–5 of this subpart will be used
by an owner who proposes to provide direct
project management. In rural cooperative
housing (RCH), a cooperative’s board of di-
rectors will manage the business of the coop-
erative with the assistance of the adviser to
the board. If the board is unable, in the ad-
viser’s opinion, to manage the cooperative
after an adequate period of training, then
FmHA or its successor agency under Public
Law 103–354 will make the determination of
whether the cooperative will hire profes-
sional management.

FmHA or its successor agency under Pub-
lic Law 103–354 will review the management
plan to evaluate the borrower’s standards for
project management. The management plan
and any subsequent revisions must be signed
by the borrower, and then approved and
signed by the authorized FmHA or its suc-
cessor agency under Public Law 103–354 offi-
cial. No loan will be closed or construction
started, or loan transfer completed, without
a properly approved and signed management
plan. Management plans should be reviewed
annually and updated at least triannually by
the borrower. Any updated or modified man-
agement plan will need to be reviewed and
approved by the Servicing Official at the
time of annual review. When only a few
changes are needed, use of an addendum to
the plan is acceptable to FmHA or its suc-
cessor agency under Public Law 103–354.

A management plan will reflect under-
standing of FmHA or its successor agency
under Public Law 103–354 program require-
ments for the project and address each of the
following areas:

1 The role and responsibility of the owner
and the relationship and delegations of author-
ity to the management agent. A management
agreement must be provided where a man-
agement agent is to be used. If there is no
management agent, the management plan
should supply the equivalent information
concerning the management staff assigned to
day-to-day operation of the project even
when the owner provides direct management.

a Describe and fully justify any identity
of interest as described in paragraph V B of
exhibit B of this subpart.

b Identify the supervisory relationships,
and to whom the incumbent of the position
responsible for the day-to-day operation of
the project is accountable.

c Describe the conditions when the man-
agement agent must consult the owner be-
fore taking any action.

d Identify the person or position in the
owner’s organization that is the key contact
for the management agency. Describe the
type of decisions to be made by this contact
person.

e Describe the fundamental responsibil-
ities and duties of the owner and the man-
aging agent. Identify any areas of overlap
and describe how the overlap will be handled.

f Describe any pro rata divisions of sin-
gularly incurred operating expense that is
common to the management agent and the
owner (project) (i.e., fidelity coverage that
may be divided between both).

2 Personnel policy and staffing arrange-
ments.

a Describe hiring practices of manage-
ment and their conformance with equal em-
ployment opportunity requirements.

b Include a staffing plan for the project.
c Describe the lines of authority, respon-

sibility, and accountability (internal con-
trols) within the management entity.

d Describe the standards and plans for
training and familiarizing employees with
their job related responsibilities and applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 program requirements. De-
scribe how such training will generally be
achieved.

3 Plans and procedures for marketing units,
achieving and maintaining full occupancy, and
meeting HUD Form 935.2, ‘‘Affirmative Fair
Housing Marketing Plan,’’ requirements.

a Describe how affirmative marketing
practices will be used. Describe the outreach
and marketing efforts that will be used to
reach those low-income and minority per-
sons who are least likely to apply for such
housing without special outreach efforts.

b Describe the methods that will be used
to achieve and maintain the highest possible
level of occupancy. When applicable, indicate
any additional compensation or incentives
that may be allowed management agents for
early initial rent-up. (If this area is not cov-
ered in the management plan, it will usually
not be allowed by FmHA or its successor
agency under Public Law 103–354 at a later
date.)

c Describe how the units will be adver-
tised. Indicate minimum levels planned re-
gardless of occupancy levels.

d Describe the appropriate communica-
tion system, auxiliary aids, or other assist-
ance that will be used to ensure effective
communication with applicants, tenants or

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00279 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



280

7 CFR Ch. XVIII (1–1–02 Edition)Pt. 1930, Subpt. C, Exh. B–1

members, and members of the public that
have sight or hearing impairments.

e Describe the kinds of reasonable accom-
modation the project can readily provide
such as changing water faucets, kitchen
equipment, door knobs, assigning handicap
parking spaces, etc.

f Describe the process management will
follow in reviewing and determining whether
structural modification of an apartment unit
is practical and feasible to reasonably ac-
commodate a tenant or household member
who has a handicap or disability.

g Indicate whether the FmHA or its suc-
cessor agency under Public Law 103–354 sam-
ple waiting list (exhibit B–14 of this subpart)
or some other waiting list will be used. If an-
other waiting list is used, indicate how its
use will otherwise comply with FmHA or its
successor agency under Public Law 103–354
guidelines.

h Attach copies of sample forms that will
be used to record unit condition, and indi-
cate who will receive copies of the inspection
forms.

i Describe any orientation services to be
provided tenants or members to acquaint
them with the project and care of the units.
Indicate what printed project information
will be given to applicants.

j Identify the person or staff position re-
sponsible for determining tenant or member
eligibility and their location on the waiting
list.

k In projects receiving tax credits, de-
scribe how special waiting lists will be estab-
lished and when eligible tenants with in-
comes higher than tax credit limits will be
considered for occupancy.

4 Procedures for determining eligibility and
for certifying and recertifying incomes.

a Describe how applications and other
records relevant to this function will be
kept. If application fees are used, describe
them.

b Describe the level of knowledge, skill,
and ability that management official(s) will
be expected to possess before assuming rent-
al related duties such as application proc-
essing, eligibility determination, selection,
unit assignment, certification, recertifi-
cation, rent or occupancy charge collection,
and recordkeeping. This discussion should
mention training and testing to be provided
or obtained to achieve and maintain the
level expected.

c Identify whether project funds or the
management agent will pay overage when
overage is due through no fault of the tenant
or member.

5 Leasing and occupancy policies.
a Describe the occupancy standards for

the project. (This could be shown as an
annex to the management plan.)

b Describe the project admissions and
leasing/occupancy policies and procedures,
and criteria for selecting tenants/members

for occupancy. (This could be shown as an
annex to the management plan.)

c Describe the level of knowledge, skill,
and ability that management official(s) will
be expected to understand and apply regard-
ing project lease provisions and prohibitions,
occupancy standards, and admissions poli-
cies.

d Describe special procedures that will be
used where the marketing area includes non-
English speaking or reading persons to as-
sure that such persons will understand leases
or occupancy agreements and established
rules.

6 Rent and occupancy charge collection poli-
cies and procedures.

a Describe the project rent/occupancy
charge collection policy and procedure, cov-
ering such matters as where the collection
point is, which staff position handles the col-
lection, provisions for collection after nor-
mal office hours, recording, and safeguarding
of collections.

b Describe the project security deposit/
membership fee policy and procedure cov-
ering matters similar to the preceding item.
Include discussion on handling of any inter-
est earned on such deposits.

7 Procedures for requesting and imple-
menting a rent or occupancy charge change.

a Describe the process to be followed for
preparation and request of a change of rents/
occupancy charges and/or utility allowances,
and to notify tenants of such change, to
meet FmHA or its successor agency under
Public Law 103–354 requirements.

b Identify which staff position or person
will process change requests.

c Describe when such change requests will
normally be made in terms of economic need
and timing within a fiscal year of operation.

8 Plans and procedures for carrying out an
effective maintenance, repair, and replacement
program.

a Describe the project objective and gen-
eral plan for preventive maintenance.

b Describe where the project’s as-built
plans and specifications will be located and
identify the staff position responsible for up-
dating it as modifications occur.

c Describe the general maintenance pro-
cedures and schedules or cycles to: (this list
could be attached as an addendum)

(1) Check and service appliances and me-
chanical equipment.

(2) Perform safety checks of smoke/fire
alarms, fire extinguishers, outside lighting,
and ice removal, etc.

(3) Inspect and perform maintenance and
redecoration incident to tenant/member
move-out and move-in.

(4) Perform major interior and exterior
painting and redecorating.

(5) Perform major repairs and grounds
maintenance.

(6) Remove garbage and trash.
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(7) Perform common areas cleanup (park-
ing lot, entryways, hallways, community
room, etc.)

d Describe the project policy and proce-
dure for tenants/members to prepare and
submit maintenance requests.

e Describe the general timing for han-
dling purchase orders and payments.

f Describe the project policy for budg-
eting for and/or requesting use of reserve
funds for funding major maintenance or re-
placement items.

g In migrant or seasonally occupied labor
housing (LH), describe the above items in
terms of season opening and closing dates.

9 Plans and procedures for providing supple-
mental services.

a Describe the types of supplemental
services such as laundry and vending ma-
chines that will be provided to benefit occu-
pants.

b Explain whether this equipment will be
owned and operated by the owner or a con-
signee (vendor).

c Describe the safekeeping and recording
practices (internal control) of any cash col-
lections from use of the equipment.

d Describe who will be responsible for
maintaining the equipment and stocking any
vending machines.

e When a consignee will operate the
equipment, describe the general terms of the
consignment contract.

10 Plans for accounting, recordkeeping, and
meeting FmHA or its successor agency under
Public Law 103–354 reporting requirements.

a Briefly describe the type of project ac-
counting methods (i.e., cash or accrual) and
records that will be used, how will they be
maintained, and which staff position will
prepare and maintain them.

b Describe how interest earned on project
reserve funds will be prorated and accounted
‘‘separately’’ if such funds are deposited
jointly with funds of another project owned
by the same borrower.

c Describe whether the project book-
keeping chart of accounts and bank accounts
is compatible with Form FmHA or its suc-
cessor agency under Public Law 103–354 1930–
7, ‘‘Multiple Family Housing Project Budg-
et,’’ requirements, and if not, what adjust-
ments will be made when reporting actuals
on the form.

d Identify which staff member or position
will be responsible for the preparation and
submission of the quarterly and annual re-
ports required by FmHA or its successor
agency under Public Law 103–354.

e Provide assurance or explanation that
the person or firm who will perform and pre-
pare the annual audit, or verification of re-
view, is not associated with the project,
other than to perform the audit or review.

f Discuss the proposed tenant or member
record maintenance system including reten-

tion of records and identify which person/po-
sition will handle and maintain the records.

g Identify where records subject to FmHA
or its successor agency under Public Law
103–354 review will be kept and which person/
position FmHA or its successor agency under
Public Law 103–354 will contract to review
the records.

11 Energy conservation measures and prac-
tices.

a Describe the plan to inform and encour-
age tenants/members in use of energy con-
servation practices they can use in their unit
to save utility expense (and thus minimize
utility allowances and conserve rental as-
sistance).

b Describe the plan to utilize energy con-
servation practices in the common areas of
the project (to conserve operating expense
and help minimize rent/occupancy charge
levels).

c Describe the project objective in imple-
menting energy conservation measures, if
any, as they are identified in an energy
audit.

12 Plans for tenant participation in rural
rental housing (RRH) project operations and
tenant’s relationship with management.

a Decribe any plans for a tenant organiza-
tion and how management and staff will
work with the organization.

b Describe where the Tenant Grievance
and Appeals Procedure (subpart L of part
1944 of this chapter) will be posted in the
project and otherwise made available to ten-
ants. Identify which person or staff position
will be responsible for responses to and con-
sideration of a tenant/member grievance.

13 Plans for member participation in RCH
project operations.

a Decribe who will explain to the mem-
bers the types of committees the cooperative
will be using.

b Describe what the cooperative will do to
attract member participation on commit-
tees.

c Describe how the board members will
participate with the committee.

d Describe where the cooperative will
post, and otherwise make available to mem-
bers, the Tenant Grievance and Appeals Pro-
cedure (subpart L of part 1944 of this chap-
ter). Identify which person or staff position
will be responsible for response to and con-
sideration of a member grievance.

14 Plan for carrying out management train-
ing programs.

a Describe the standards of training and
proficiency that management or board mem-
bers will be expected to attain and maintain
to perform their duties and responsibilities
in carrying out project objectives, including
compliance with applicable Federal, State,
and local laws.
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b Describe the plan to conduct internal
training and to otherwise use external train-
ing sources to maintain levels of attained
proficiency.

c For RCH, describe the actions the board
will take if a board member(s) does not par-
ticipate in training.

d For RCH, describe the role the board
will assume in making sure the RCH mem-
bership as a whole understands its role and
functions in the cooperative.

15 Termination of leases or occupancy agree-
ments and eviction.

a Identify which person or staff position
is responsible for knowing and administering
State and local laws and FmHA or its suc-
cessor agency under Public Law 103–354’s re-
quirements regarding termination of leases
or occupancy agreement and evictions.

b Identify which person or staff position
is responsible for knowing and administering
State and local laws and FmHA or its suc-
cessor agency under Public Law 103–354’s re-
quirements regarding the notification that
must be given to a tenant or member when
termination of lease or occupancy agreement
is proposed and subsequent eviction proce-
dures through the State or local judicial
process.

16 Security servicing.
a Identify which person or staff position

is responsible for knowing and complying
with FmHA or its successor agency under
Public Law 103–354 requirements for fidelity
coverage and acquiring such coverage.

b Identify which person or staff position
is responsible for knowing and complying
with FmHA or its successor agency under
Public Law 103–354’s insurance coverage re-
quirements and acquiring such coverage.

17 Management agreement. Attach a copy
of the management agreement, when appli-
cable. (If an initial loan, attach a copy of the
proposed management agreement, when ap-
plicable.) See exhibit B–2 of this subpart for
requirements for management agreements.

18 RCH board of director/adviser relation-
ship. Discuss the relationship of the adviser
and its effect on decisions made by the
board.

19 Management compensation.
a If management is provided directly by

the owner, describe the amount of manage-
ment fee, how it will be determined, and how
it will be paid.

b In the case of a cooperative, describe
the amount of compensation to be paid to
the adviser by the board.

20 On-site management.
a Describe who (owner, site manager,

caretaker, board) will perform on-site man-
agement duties and responsibilities.

b Describe the duties and responsibilities
of the on-site management staff.

c Identify whether the site manager will
live in the project in a rent-free unit or pay
rent, or live off-site.

d Describe established office hours and in-
dicate where they will be posted.

21 Validity of the management plan. The
plan must provide space at the end for the
following:

a Date, title, and signature of borrower or
borrower’s authorized representative.

b Date, title, and signature of the FmHA
or its successor agency under Public Law
103–354 official approving the plan.

[58 FR 40868, July 30, 1993, as amended at 62
FR 25065, May 7, 1997]

EXHIBIT B–2 TO SUBPART C—REQUIRE-
MENTS FOR MANAGEMENT AGREE-
MENTS

A completed and executed management
agreement must be reviewed and approved by
the Farmers Home Administration (FmHA)
or its successor agency under Public Law
103–354 whenever a management agent is to
be used. A management agreement must be
submitted to FmHA or its successor agency
under Public Law 103–354 for review as part
of a project loan docket, whenever there is a
change of management agents or ownership,
or when a major revision of an existing
agreement is necessary or required.

1 A written management agreement is re-
quired for any project when the owner re-
tains a management agent. A management
agreement is not required when the project
is managed by the owner as described in
paragraph V E 6 of exhibit B of this subpart.
However, a written management plan is re-
quired for all projects new and existing, ex-
cept for on-farm labor housing units where
rent is not required. Although the adviser to
a cooperative board of directors is not the
same type of agent as those who are now
managing rental projects, a written agree-
ment between the board and the adviser is
required which sets forth their relationship
and what the adviser is expected to do for
the cooperative. Exhibits F, F–1, and G of
subpart E of part 1944 of this chapter outline
the functions and responsibilities of an ad-
viser. The agreement may follow the content
of exhibit B–3 of this subpart.

2 The management agreement must ad-
dress how FmHA or its successor agency
under Public Law 103–354 requirements will
be met. The owner may delegate to the agent
any management duties which are not re-
quired to be performed by the owner. The
owner may delegate selected ownership re-
sponsibilities, such as requests for review
and/or appeal of adverse decisions by third
parties that affect the owner. However, the
owner remains totally responsible to FmHA
or its successor agency under Public Law
103–354 for all aspects of management.

3 The management plan is the primary
management charter, constituting a com-
prehensive description of the policies and
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procedures to be followed in managing the
project. The management agreement de-
scribes how the objectives and policies in the
management plan will be carried out. The
agreement should be clear and concise,
should not merely repeat the management
plan, but indicate how the management
agent will implement the plan.

4 The management agreement shall de-
scribe the management agent’s organization
and staffing structure, management con-
trols, and any management company iden-
tity of interest relationship(s) such as the
borrower, vendors, and suppliers of mate-
rials, labor, and services. When such rela-
tionships exist, the management agent shall
prepare and sign the forms described in para-
graph V B 2 a of exhibit B of this subpart as
‘‘applicant’’.

5 The management agreement sets forth
the standards and expectations negotiated
between the borrower and the management
agent. The agreement should follow the
guidelines of exhibit B–3 of this subpart.
Each management agreement should be tai-
lored to the specific conditions and staffing
arrangements of the particular project. The
site, design, size of the project, and fiscal
constraints; market conditions; social fac-
tors; local law; and business practices are
among the elements which may require vari-
ations to exhibit B–3 of this subpart.

EXHIBIT B–3 TO SUBPART C—SAMPLE
MANAGEMENT AGREEMENT FOR
FARMERS HOME ADMINISTRATION
(FMHA) OR ITS SUCCESSOR AGENCY
UNDER PUBLIC LAW 103–354 FI-
NANCED MULTIPLE FAMILY HOUSING
(MFH) PROJECTS

This Agreement is made this l day of ll,
19l, between lll (the ‘‘Owner’’), and
lll (the ‘‘Agent’’) under the terms and
conditions set forth herein.

I General.
A Appointment and acceptance. The Owner

appoints the Agent as exclusive agent for the
management of the property described in
paragraph I B of this agreement, and the
Agent accepts the appointment, subject to
the terms and conditions set forth in this
agreement.

B Project description. The property to be
managed by the Agent under this agreement
(the ‘‘Project’’) is a housing development
consisting of the land, buildings, and other
improvements which make up Project No.
ll. The Project is further described as fol-
lows:
Name llllllllllllllllllll

Location
City: lllllllllllllllllllll

County: lllllllllllllllllll

State: llllllllllllllllllll

No. of dwelling units llllllllllll

Type of units llllllllllllllll

(Family, Elderly, (Mixed, Congregate)
C Definitions. As used in this agreement:
1 ‘‘FmHA or its successor agency under

Public Law 103–354’’ means the Farmers
Home Administration or its successor agen-
cy under Public Law 103–354, including any
successor agencies.

2 ‘‘Principal Parties’’ means the Owner
and the Agent.

3 ‘‘Agent,’’ as used throughout this agree-
ment, means the person or business entity,
including employees at the Agent’s office
and project site, engaged in the task of pro-
viding management of a FmHA or its suc-
cessor agency under Public Law 103–354 fi-
nanced MFH project in contractual arrange-
ment with the Owner.

D Identity of interest. The Agent discloses
to the Owner and FmHA or its successor
agency under Public Law 103–354 any and all
identities of interest that exist or will exist
between the Agent and the Owner, suppliers
of material and/or services, or vendors in any
combination of relationship. Forms FmHA
or its successor agency under Public Law
103–354 1944–30, ‘‘Identity of Interest (IOI)
Disclosure Certificate,’’ and FmHA or its
successor agency under Public Law 103–354
1944–31, ‘‘Identity of Interest (IOI) Qualifica-
tion Form,’’ completed by the Agent as ‘‘ap-
plicant,’’ are attached and made part of this
agreement.

E FmHA or its successor agency under Pub-
lic Law 103–354 requirements. In performing its
duties under this management agreement,
the Agent will comply with all relevant re-
quirements of FmHA or its successor agency
under Public Law 103–354. FmHA or its suc-
cessor agency under Public Law 103–354 re-
quirements include preparation of forms and
reports in the format of prescribed FmHA or
its successor agency under Public Law 103–
354 forms and exhibits.

F Basic information. As soon as possible,
the Owner will furnish the Agent with a
complete set of ‘‘as built’’ plans and speci-
fications and copies of all guarantees and
warranties relevant to construction, fix-
tures, and equipment. With the aid of this in-
formation and inspection by competent per-
sonnel, the Agency will become thoroughly
familiar with the character, location, con-
struction, layout, plan, and operation of the
project, and especially with the physical
plant.

G Compliance with governmental orders.
The Agent will take such action as it may
deem necessary to comply promptly with
any and all governmental orders or other re-
quirements affecting the project, whether
imposed by Federal, State, county or munic-
ipal authority, subject, however, to the limi-
tation stated in paragraph IV D of this ex-
hibit with respect to litigation and repairs.
Nevertheless, the Agent shall take no action
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so long as the Owner is contesting, or has af-
firmed its intention to contest, any such
order or requirement. The Agent will notify
the Owner in writing of all notices of such
orders or other requirements, within 72 hours
from the time of their receipt.

H Nondiscrimination. In the performance
of its obligations under this agreement, the
Agent will comply with the provisions of any
Federal, State or local Fair Housing law pro-
hibiting discrimination in housing on the
grounds of race, color, religion, sex, familial
status, national origin, or handicap. Other
nondiscrimination provisions include title
VI of the Civil Rights Act of 1964 (Pub. L. 88–
352, 78 Stat. 241), Section 504 of the Rehabili-
tation Act of 1973, and the Age Discrimina-
tion Act of 1975, as they relate to the FmHA
or its successor agency under Public Law
103–354 multi-housing program.

I Fidelity coverage. The Agent agrees to
furnish, at its own expense, fidelity coverage
to the Owner, with copy to the FmHA or its
successor agency under Public Law 103–354
Servicing Office on the employees of the
Agent who are entrusted with the receipt,
custody, and disbursement of any project
monies, securities, or readily saleable prop-
erty other than money or securities. The
minimum coverage of $ll will be provided
according to the coverage chart found in
paragraph XV of exhibit B of this subpart.
The Agent will obtain coverage from a com-
pany licensed to provide coverage in the
project locality. Coverage will be in force to
coincide with the assumption of fiscal re-
sponsibility by the Agent until that respon-
sibility is relinquished. Endorsement listing
FmHA or its successor agency under Public
Law 103–354 projects separate from other
projects or operations will be obtained and
made part of the coverage policy or bond.
The other terms and conditions of the cov-
erage, and the surety thereon, will be subject
to the requirements and approval of the
owner.

J Bids, discounts, rebates, etc. With prior
approval of the owner, the Agent will obtain
contracts, materials, supplies, utilities, and
services on the most advantageous terms to
the project, and is authorized to solicit bids,
either formal or informal, for those items
which can be obtained from more than one
source. The Agent will secure and credit to
the Owner all discounts, rebates, or commis-
sions obtainable with respect to purchases,
service contracts, and all other transactions
on the Owner’s behalf.

II Management plan.
A Description. Attached is a copy of the

management plan for the project, which pro-
vides a comprehensive description of the
policies and procedures to be followed in the
management of the project.

B Relationship with management plan. The
Agent shall conduct its management activi-
ties in accordance with the policies and pro-

cedures set forth in the management plan. In
addition, the Agent will also carry out the
tasks and responsibilities set forth in para-
graph IV of this agreement.

C Division of duties and common expense.
An identification of duties and supervisory
relationship for project site staff and Agent’s
office staff are described in the management
plan as is the pro rata division of singularly
incurred operating expense common to the
Agent and the Owner.

III Budget.
A Preparation. The Agent shall prepare an

original project budget for submission to the
owner and FmHA or its successor agency
under Public Law 103–354 for approval. For
each subsequent fiscal year the Agent shall
prepare a new budget.

B Budget categories. The budget shall be
prepared using the format and categories of
FmHA or its successor agency under Public
Law 103–354 Form 1930–7, ‘‘Multiple Family
Housing Project Budget.’’

IV Agent’s authorizations. The Owner au-
thorizes the Agent to:

A Operate the project according to the
Owner’s management plan and in compliance
with the Owner’s loan agreement (or resolu-
tion) with FmHA or its successor agency
under Public Law 103–354, and applicable
FmHA or its successor agency under Public
Law 103–354 regulations an guidelines.

B Operate and maintain the project with-
in reasonable tolerance (as defined by FmHA
or its successor agency under Public Law
103–354) of the expense category subtotals in
the project budget.

C Purchase all material, equipment,
tools, appliances, supplies and services nec-
essary for proper maintenance and repair of
the project as stipulated by the Owner in the
management plan, project budget, and/or
other form of written documentation.

D Notwithstanding any of the foregoing
provisions or any similar provisions that fol-
low, the prior written approval of the Owner
will be required for any expenditure which
exceeds $ll in any one instance for litiga-
tion involving the project, or labor, mate-
rials, or otherwise in connection with the
maintenance and repair of the project. This
limitations is not applicable for recurring
expenses within the limits of the operating
budget or emergency repairs involving mani-
fest danger to persons or property, or that
are required to avoid suspension of any nec-
essary service to the project. In the latter
event, the Agent will inform the Owner of
the facts as promptly as possible.

E Represent the Owner in specific matter
related to management of the project. (Items
such as representing the Owner’s interest at
appeal hearings may be specified here or
may be indicated that such authorizations
will be provided in writing as an addendum
when appropriate.)

V Agent’s obligations.
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A Management input during and after
FmHA or its successor agency under Public Law
103–354 processing. The Agent will advise and
assist the Owner with respect to manage-
ment planning and input during FmHA or its
successor agency under Public Law 103–354
loan processing and subsequent review. The
Agent’s specific tasks will be:

1 Participation in any conference with
FmHA or its successor agency under Public
Law 103–354 officials involving project man-
agement.

2 Preparation and submission of Form
FmHA or its successor agency under Public
Law 103–354 1930–7 as a quarterly report
throughout the period from initial occu-
pancy after FmHA or its successor agency
under Public Law 103–354 loan closing until
such time as no longer required by FmHA or
its successor agency under Public Law 103–
354. If the management is authorized to sign
the reports for the owner, a copy of the
signed report as submitted to FmHA or its
successor agency under Public Law 103–354
will be provided to the Owner.

3 Participation in the on-site final inspec-
tion of the project, required by FmHA or its
successor agency under Public Law 103–354
prior to initial occupancy.

4 Continuing review of the management
plan, for the purpose of keeping the Owner
advised of necessary or desirable changes.

B Liaison with architect and general con-
tractor. At the direction of the owner during
the planning and construction phases, the
Agent will maintain direct liaison with the
architect and general contractor, in order to:

1 Coordinate management concerns with
the design and construction of the project,

2 To facilitate completion of any correc-
tive work, and

3 To facilitate the Agent’s responsibil-
ities for arranging utilities and services pur-
suant to paragraph V J of this agreement.
The Agent will keep the Owner advised of all
significant matters of this nature.

C Marketing. The Agent will market the
rental units according to the management
plan, observe all requirements of the Affirm-
ative Fair Housing Marketing Plan, and
maintain records of the marketing activity
for compliance review purposes.

D Rentals. The Agent will offer for rent
and will endeavor to rent the dwelling units
in the project. The following provisions will
apply:

1 The Agent will make preparations for
initial rent-up, as described in the manage-
ment plan.

2 The Agent will follow the tenant selec-
tion policy described in the management
plan.

3 The Agent will show the premises and
available units to all prospective tenants
without regard to race, color, national ori-
gin, sex, religion, familial status, handicap

or age; and will provide for reasonable ac-
commodation to individuals with handicaps.

4 The Agent will take and process all ap-
plications received for rentals. If an applica-
tion is rejected, the Agent will inform the
applicant in writing of the reason for rejec-
tion. The rejected application, with the rea-
son for rejection noted thereon, will be kept
on file until a compliance review has been
conducted. If the rejection is because of in-
formation obtained from a credit bureau, the
source of the report must be revealed to the
applicant according to the Fair Credit Re-
porting Act. A current list of qualified appli-
cants will be maintained.

5 The Agent will prepare all dwelling
leases, parking permits, and will execute the
same in its name, identified thereon as
Agent for the Owner. The terms of all leases
will comply with the relevant provisions of
FmHA or its successor agency under Public
Law 103–354 regulations and State and local
law. Dwelling leases will be in a form ap-
proved by the Owner and FmHA or its suc-
cessor agency under Public Law 103–354.

6 The Owner will furnish the Agent with
rental and income report forms required by
FmHA or its successor agency under Public
Law 103–354, showing rents as appropriate for
dwelling units, other charges for facilities
and services, and income data relevant to de-
terminations of tenant eligibility and tenant
rents. In no event will the rents and other
charges be exceeded.

7 The Agent will counsel all prospective
tenants regarding eligibility and will prepare
and verify eligibility certifications and re-
certifications in accordance with FmHA or
its successor agency under Public Law 103–
354 requirements.

E Reports. The Agent will furnish infor-
mation (including occupancy reports) as may
be requested by the Owner, FmHA or its suc-
cessor agency under Public Law 103–354, and/
or the Office of Inspector General from time
to time with respect to the project’s finan-
cial, physical, or operational condition. The
Agent will also prepare and submit:

Form FmHA or its successor agency under
Public Law 103–354 1944–8: ‘‘Tenant Certifi-
cation’’

Form FmHA or its successor agency under
Public Law 103–354 1944–29: ‘‘Project Work-
sheet for Interest Credit and Rental Assist-
ance’’

Form FmHA or its successor agency under
Public Law 103–354 1930–7: ‘‘Multiple Fam-
ily Housing Project Budget’’

The Agent will assist the owner in initi-
ating or completing all additional reporting
forms and data prescribed by FmHA or its
successor agency under Public Law 103–354
affecting the operation and maintenance of
the project.
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F Collection of rents, security deposits and
other receipts. The Agent will endeavor to col-
lect when due all rents, charges, and other
amounts receivable on the Owner’s account
in connection with the management and op-
eration of the project. Such receipts will be
deposited immediately in the project’s gen-
eral operating account with lll (name of
bank or such other financial institution des-
ignated by the owner), whose deposits are in-
sured by an agency of the Federal Govern-
ment. The Agent will collect, deposit, and
disburse security deposits, if required, in
compliance with any State or local laws gov-
erning tenant security deposits. Security de-
posits will be deposited by the Agent in a
separate account, at a Federally insured in-
stitution. This Account will be carried in the
owner’s name and designated of record
‘‘Name of Project) Security Deposit as Ac-
count.’’

G Accounting system. The Agent must de-
velop a systematic method to record the
business transactions of the project that ap-
propriately reflects the complexity of
project operations and the owner’s require-
ments. The Agent may be required to imple-
ment and use a bookkeeping and accounting
system acceptable to FmHA or its successor
agency under Public Law 103–354. The ac-
counts described in paragraph VI of this
agreement, as a minimum, will be estab-
lished and regularly maintained by the
Agent.

H Enforcement of leases. The Agent will en-
deavor to ensure full compliance by each
tenant with the terms of the lease. Vol-
untary compliance will be emphasized. The
Agent, using the services of local social serv-
ice agencies when available, will counsel ten-
ants and make referrals to community agen-
cies in cases of financial hardship or other
circumstances deemed appropriate by the
Agent. Involuntary termination of tenancies
should be avoided to the maximum extent
consistent with sound management of the
project. Nevertheless, and subject to the rel-
evant procedures prescribed in the manage-
ment plan, the Agent may initiate action to
terminate any tenancy when, in the Agent’s
judgment, there is material noncompliance
with the lease or other good cause as pre-
scribed by FmHA or its successor agency
under Public Law 103–354 regulations for
such termination. The tenant must be prop-
erly notified of his/her right to appeal the
proposed action according to FmHA or its
successor agency under Public Law 103–354
regulations. Attorney’s fees, and other nec-
essary costs incurred in connection with
such actions will be paid out of the general
operating account as project expenses within
the itemized limit of the project budget.

I Maintenance and repair. The Agent will
endeavor to maintain and repair the project
in accordance with the management plan
and local codes, and keep it in a condition

acceptable to the Owner and FmHA or its
successor agency under Public Law 103–354 at
all times. This will include, but is not lim-
ited to, cleaning, painting, decorating,
plumbing, carpentry, grounds care, energy
conservation measures and practices, and
such other maintenance and repair work as
may be necessary, subject to any limitations
imposed by the Owner in addition to those
contained therein.

Incidental thereto, the following provi-
sions will apply:

1 Special attention will be given to pre-
ventive maintenance, and to the greatest ex-
tent feasible, the services of regular mainte-
nance employees will be used.

2 The Agent will contract with qualified
independent contractors acceptable to the
Owner for the maintenance and repair of air
conditioning, heating systems, and ele-
vators, and for extraordinary repairs beyond
the capability of regular maintenance em-
ployees. Any identity of interest will be
identified in accordance with paragraph V B
of exhibit B of this subpart.

3 The Agent will systematically receive
and promptly investigate all service requests
from tenants, take such action as may be
justified, and keep records of the same.
Emergency requests will be received and
serviced on a 24 hour basis. Serious com-
plaints will be reported to the Owner after
investigation.

4 The Agent will advise the Owner of any
cost-effective and adaptable energy con-
servation measures or practices that should
be used in the project. The Agent will en-
courage their use and will assist the Owner
during any installation of these measures or
institution of practices.

J Utilities and services. In accordance with
the Owner’s management plan, the Agent
will make arrangements for water, elec-
tricity, gas, fuel oil, sewage and trash dis-
posal, vermin extermination, decorating,
laundry facilities, and telephone service.

K Insurance. The Owner will inform the
agent of insurance to be carried with respect
to the project and its operations, and the
Agent will cause such insurance to be placed
and kept in effect at all times. The Agent
will pay premiums out of the general oper-
ating account, and premiums will be treated
as operating expenses. All insurance will be
placed with companies, on conditions, in
amounts, and with beneficial interests ap-
pearing thereon as shall be acceptable to the
Owner and the FmHA or its successor agency
under Public Law 103–354 provided that the
same will include public liability coverage,
with the Agent designated as one of the in-
sured, in amounts acceptable to the Agent as
well as the Owner and FmHA or its successor
agency under Public Law 103–354. The Agent
will investigate and furnish the Owner with
full reports on all accidents, claims, and po-
tential claims for damage relating to the
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project, and will cooperate with the owner’s
insurers in connection therewith.

L Taxes, fees and assessments. The Agent
shall provide for the payment from project
funds all taxes, assessments, and government
fees for the owner promptly when due and
payable. The Agent shall also evaluate local
property taxes to determine if they bear a
fair relationship to the project value and if
they do not, at the direction of the Owner,
appeal such taxes on behalf of the Owner or
assist the Owner in the appeal, whichever is
required by local jurisdiction or is appro-
priate.

M Employees and/or services. The Agent
will employ persons and/or services, (or will
manage persons and/or services employed by
the Owner) to perform duties and respon-
sibilities at the project site as described in
the management plan. Compensation of such
persons and/or services will be paid as a di-
rect expense to the project as specified in the
management plan and this agreement. The
Agent will employ sufficient resources (staff
and/or services) within the Agent’s operation
to fulfill Agent’s obligation to the Owner
under the terms of this agreement.

VI Project accounts. The Agent will main-
tain and safeguard the Owner’s project finan-
cial accounts and tenant security deposit ac-
counts according to the current require-
ments set forth in paragraph XIII B 2 of ex-
hibit B of subpart C of part 1930 of this chap-
ter, which is part of the ‘‘Multiple Housing
Management Handbook.’’

VII Agent’s compensation, tenure, and iden-
tification.

A Agent’s compensation. The Agent will be
compensated for its services for providing
management described under this agree-
ment, and the Owner’s management plan, by
monthly fees, to be paid from the general op-
erating account and treated as a project op-
eration and maintenance expense. Such fees
will be payable on the first day of each
month for the preceding month. Each
monthly fee will be in an amount computed
as follows:

(The following are acceptable methods in
no order of preference. Any other method of
compensation will be fully described and in-
serted in this section.) The costs incurred by
the Agent for performing the specified serv-
ices listed in this agreement shall be allo-
cated to the owner and Agent as outlined in
the agreement, management plan, and ap-
proved project budget.

1. $ll occupied unit on the first of a
month.

2. % of cash rent collected. (Plan I and full
profit)

3. % of basic rents collected. (Plan II)
Maximum annual compensation under this

agreement and the approved project budget
shall be $ll year.

B Term of agreement. This agreement shall
be in effect for a period of not more than 3

years, beginning on the ll day of ll,
19ll, subject, however, to the following
conditions:

1 This agreement will not be binding upon
the Principal Parties until approved by
FmHA or its successor agency under Public
Law 103–354.

2 This agreement may be terminated by
mutual consent of the principal parties as of
the end of any calendar month, provided that
at least 30 days advance written notice
thereof with reasons given is submitted to
FmHA or its successor agency under Public
Law 103–354.

3 In the event that a petition in bank-
ruptcy is filed by or against either of the
Principal Parties, or in the event that either
makes an assignment for the benefit of
creditors or takes advantage of any insol-
vency act, the other party may terminate
this agreement without notice to the other,
provided that prompt written notice with
reasons given for such termination is sub-
mitted FmHA or its successor agency under
Public Law 103–354.

4 It is expressly understood and agreed by
and between the Principal Parties that the
State Director may terminate this agree-
ment with cause upon the issuance of a 30-
day written notice of cancellation to each of
the Principal Parties. It is further under-
stood and agreed that no liability will attach
to either of the Principal Parties in the
event of such termination.

5 Upon termination of this agreement,
the Agent will submit to the Owner all
project books and records and any financial
statements required by the FmHA or its suc-
cessor agency under Public Law 103–354.
After the Principal Parties have accounted
to each other with respect to all matters
outstanding as of the date of termination,
the Owner will furnish the Agent security, in
form and Principal amount satisfactory to
the Agent, against any obligations or liabil-
ities which the Agency may properly have
incurred on behalf of the Owner hereunder.

C Agent’s indemnification. Notwith-
standing any provision of this agreement or
any obligation of Agent hereunder, it is un-
derstood and agreed: that Owner has as-
sumed and will maintain its responsibility
and obligation throughout the term of this
agreement for the finances and the financial
stability of the project; and that Agent shall
have no obligation, responsibility, or liabil-
ity to fund authorized project costs, ex-
penses, or accounts other than those funds
generated by the project itself or provided to
the project or to Agent by Owner. In accord-
ance with the foregoing, Owner agrees that
Agent shall have the right at all times to se-
cure payment of its compensation, as pro-
vided for under paragraph VII A of this
agreement, from the operating and mainte-
nance account, immediately when such com-
pensation is due and without regard to other
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project obligations or expenses provided the
Agent has satisfactorily discharged all du-
ties and responsibilities under this agree-
ment. Moreover, Owner hereby indemnifies
Agent and agrees to hold it harmless with re-
spect to project costs, expenses, accounts, li-
abilities, and obligations during the term of
this agreement and further agrees to guar-
antee to Agent the payment of its compensa-
tion under paragraph VII A of this agree-
ment during the term of this agreement to
the extent that the project’s operating and
maintenance account is insufficiently funded
for this purpose. Failure of Owner at any
time to abide by and to fulfill the foregoing
shall be a breach of this agreement entitling
Agent to obtain from Owner, upon demand,
full payment of all compensation owned to
Agent through the date of such breach and
entitling Agent, at its option, to terminate
this agreement forthwith.

VIII Interpretative provisions.
A This agreement constitutes the entire

agreement between the Owner and the Agent
with respect to the management and oper-
ation of the project. No change will be valid
unless made by supplemental written agree-
ment approved by FmHA or its successor
agency under Public Law 103–354.

B This agreement has been executed in
several counterparts, each of which shall
constitute a complete original agreement,
which may be introduced in evidence or used
for any other purpose without production of
any of the other counterparts.

C This agreement is NOT in full force and
effect unless and until concurred with by
FmHA or its successor agency under Public
Law 103–354.

D At all times, this agreement will be
subject and subordinate to all rights of the
FmHA or its successor agency under Public
Law 103–354, and will work to the benefit of
and constitute a binding obligation upon the
Principal parties and their respective succes-
sors and assigns. To the extent that this
agreement confers rights upon the con-
senting parties, it will be deemed to work to
their benefit, but without liability to either,
in the same manner and work with the same
effect as though the consenting parties were
primary parties to the agreement.

The Principal Parties [by their duly au-
thorized officers] have executed this agree-
ment on the date first above written.
Owner: lllllllllllllllllll

By: lllllllllllllllllllll

Title: llllllllllllllllllll

Agent: llllllllllllllllllll

By: lllllllllllllllllllll

Title: llllllllllllllllllll

As lender or insurer of funds to defray cer-
tain costs of the project and without liabil-
ity for any payments hereunder, the Farmers
Home Administration or its successor agen-
cy under Public Law 103–354 hereby concurs
with this agreement.

Farmers Home Administration or its suc-
cessor agency under Public Law 103–354
By: lllllllllllllllllllll

Title: llllllllllllllllllll

Date: llllllllllllllllllll

Attachments: Management plan, Loan res-
olution or agreement, Identity of Interest
Disclosure Certificate, Identity of Interest
Qualification Form.

[58 FR 40868, July 30, 1993, as amended at 59
FR 6886, Feb. 14, 1994]

EXHIBIT B–4 TO SUBPART C—OUTLINE
FOR PROSPECTIVE MANAGEMENT
AGENT OF A MULTIPLE FAMILY
RENTAL OR LABOR HOUSING PROJECT

Farmers Home Administration (FmHA) or
its successor agency under Public Law 103–
354 expects that Multiple Family Housing
(MFH) property and program financed by the
Agency will be managed to comply with au-
thorizing statutes and regulatory require-
ments in meeting the objective of providing
decent, safe, and sanitary housing for eligi-
ble tenants and members.

The following outline is intended to be a
guide that borrowers can use in evaluating
the level and quality of services that a pro-
spective management agent plans to provide
in the management of a multiple housing
project. The borrower is encouraged to add
those items it deems appropriate and to de-
lete any that do not apply.

1. Provide your name, address, name of
project, location of project, and the name of
the owner.

2. Provide information about projects pre-
viously or presently managed by the man-
agement entity and its employees, including
information relative to default history,
mortgage relief history, and foreclosure his-
tory along with an explanation of the cir-
cumstances that led to such actions.

3. Describe your firm including number of
main office staff employed in the following
capacities: supervisory, clerical, mainte-
nance, and social services.

4. Explain where project records will be
kept.

5. Describe your plan for project on-site
staff including their duties and work fre-
quency.

6. Give the distance in miles from your
home office and the nearest branch office, if
applicable, to the project.

7. Describe the accounting system, rent-
up procedure, rent collection policy, and pre-
ventive maintenance program including en-
ergy conservation you intend to use in the
proposed project.

8. Describe any and all identities of inter-
est as described in paragraph V B of exhibit
B of this subpart.
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9. Describe the frequency and type of di-
rect supervision to be given the site man-
ager.

10. Give a description of your financial
condition, stability, and financial resources.

11. Describe your plan to implement ap-
plicable FmHA or its successor agency under
Public Law 103–354 accounting requirements
for the project. If you have managed this
type of project before, cite those projects as
an indication of your knowledge of such re-
quirements. If you have not managed such
projects, indicate your understanding of
what needs to be done to fulfill such require-
ments.

12. Please also describe.
a. Your plans for handling tenant griev-

ances and appeals, providing tenant coun-
seling, and using outside social service agen-
cies.

b. The extent of your knowledge of FmHA
or its successor agency under Public Law
103–354 requirements for tenant eligibility,
tenant certifications and recertifications.

c. Your plans to train your personnel in
the management of FmHA or its successor
agency under Public Law 103–354 MFH, in-
cluding training on the nondiscrimination
and fair housing (reasonable accomodation)
provisions of the civil rights laws.

13. Describe the internal controls you will
use to safeguard project monies, securities,
and readily saleable property other than
money and securities.

14. Provide evidence of fidelity coverage
capacity.

15. Include where appropriate the fol-
lowing statement: ‘‘I hereby certify that
there is no close association between the
management agent and the owner of the
above described project in such manner that
creates a possible conflict of interest.’’ If
such an association exists (e.g., the manage-
ment agent is a member, stockholder, part-
ner, principal, etc., of the borrower organiza-
tion, familial relationship) explain the rela-
tionship in detail (this may be combined
with item 8 of this exhibit).

EXHIBIT B–5 TO SUBPART C—OUTLINE
FOR OWNER WHO PROPOSES OWNER-
MANAGEMENT OF A MULTIPLE FAM-
ILY RENTAL OR LABOR HOUSING
PROJECT

Farmers Home Administration (FmHA) or
its successor agency under Public Law 103–
354 expects that Multiple Family Housing

(MFH) property and program financed by the
Agency will be managed to comply with au-
thorizing statutes and regulatory require-
ments in meeting the objective of providing
decent, safe, and sanitary housing for eligi-
ble tenants and members.

The following outline is intended to be a
guide that the borrower can use in describing
the level and quality of services that the bor-
rower plans to provide in the management of
an MFH project. The borrower is encouraged
to add those items it deems appropriate and
to delete any that do not apply. Response to
the outline will be used by FmHA or its suc-
cessor agency under Public Law 103–354 to
evaluate the level and quality of project
management planned by the borrower when
the borrower plans to provide the project
management.

1. Provide name of owner, address, and
the name and location of project. State the
number or rental units in the proposal.

2. Provide information about your pre-
vious projects, regardless of the source of fi-
nancing, including mortgage relief and fore-
closure history along with an explanation of
the circumstances that led to such actions.

3. List names and addresses of manage-
ment agents who manage your previously or
presently owned projects, if any.

4. Describe your understanding of the re-
sponsibilities connected with owning and
managing an MFH project under FmHA or
its successor agency under Public Law 103–
354.

5. Outline your experience and capabili-
ties in providing housing for low- and mod-
erate-income tenants.

6. Describe your intended tenure of own-
ership and the extent of personal involve-
ment in operating and managing this
project.

7. Describe any identities of interest as
described in paragraph V B of exhibit B of
this subpart.

8. Describe your intentions and capacity
to meet negative cash flow situations.

9. Describe your plans for the manage-
ment and maintenance of the proposed
project. If you intend to manage the project,
describe your own management capacity by
answering applicable portions of exhibit B–4
of this subpart.

10. Describe the internal controls you will
use to safeguard project monies, securities,
and readily saleable property other than
money and securities.
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EXHIBIT B–6 TO SUBPART C—MONTHLY AND QUARTERLY PROJECT MANAGEMENT
REPORTS

Report of item re-
quired Due date Prepared by Report or item ap-

plicable to Distribution References and
notes

Project worksheet
for interest credit
and rental assist-
ance (Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1944–
29).

Monthly payment
date.

All borrowers
(Agent).

Each project .......... Copy kept by bor-
rower; original
goes to the
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office
with payments.

Instructions for
preparation are
in the FMI for
Form FmHA or
its successor
agency under
Public Law 103–
354 1944–29.

Quarterly Report
(Form FmHA or
its successor
agency under
Public Law 103–
354 1930–7, Mul-
tiple Family
Housing Project
Budget).

Due in FmHA or its
successor agen-
cy under Public
Law 103–354
Servicing Office
by the 20th of
month following
each reporting
period; forward
to State Office
by the 30th.

All borrowers
(Agent).

Each project until
discontinued.

Copy kept by bor-
rower. Original
and one copy
goes to FmHA or
its successor
agency under
Public Law 103–
354 Servicing
Office; Servicing
Office to forward
original to State
Office. * State
Office makes
copy and signed
original returned
to Servicing Of-
fice.

Reports will con-
tinue until written
notice for dis-
continuance is
received from
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Offi-
cial. Instructions
for preparation
are in the FMI
for Form FmHA
or its successor
agency under
Public Law 103–
354 1930–7.

* Signed copy goes to State Office when Servicing Office staff have received delegated approval authority.

EXHIBIT B–7 TO SUBPART C—ANNUAL PROJECT MANAGEMENT REPORTS

Report of item re-
quired Due date Prepared by Report or item ap-

plicable to Distribution References and
notes

Multiple Family
Housing Project
Budget Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1930–7.

In last quarter of
fiscal year in suf-
ficient time for
FmHA or its suc-
cessor agency
under Public
Law 103–354
approval before
start of next fis-
cal year.

Borrower (Agent) .. All projects ............ Copy kept by bor-
rower. Original
and one copy to
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office;
original with
comments to
State Office by
Servicing Office.
*State Office
makes copy
(with State Office
comments) and
returns original
to Servicing Of-
fice.

Instructions for
preparation are
in the FMI for
Form FmHA or
its successor
agency under
Public Law 103–
354 1930–7.
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Report of item re-
quired Due date Prepared by Report or item ap-

plicable to Distribution References and
notes

Housing allowance
for Utilities &
Other Public
Services (Exhibit
A–6 to subpart E
of part 1944 of
this chapter).

Must be submitted
with Form FmHA
or its successor
agency under
Public Law 103–
354 1930–7.

Borrower (Agent) .. Plan II and rental
assistance
projects where
tenant pays any
utilities.

Copy kept by bor-
rower. Original
and one copy to
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office
with backup
data; Servicing
Office returns
original to bor-
rower after State
Office approval.*.

Instructions for
preparation are
in subpart E of
part 1944 of this
chapter.

Note: All Preceding Items Will Be Submitted Separate From Audit/Verification of Review

Audit Report .......... Within 90 days fol-
lowing close of
borrower’s fiscal
year.

Borrower’s CPA or
LPA in accord-
ance with book-
let ‘‘U.S. Depart-
ment of Agri-
culture, Farmers
Home Adminis-
tration or its suc-
cessor agency
under Public
Law 103–354
Audit Program’’.

Projects with 25 or
more units in
one or more
projects, or as
required by
FmHA or its suc-
cessor agency
under Public
Law 103–354
State Director.

Copy kept by bor-
rower. Original
and one copy to
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office;
one copy to
State Office.

Will be submitted
separately from
other borrower
management re-
ports.

Multiple Family
Housing Bor-
rower Balance
Sheet (Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1930–8).

Within 90 days fol-
lowing close of
borrower’s fiscal
year.

Borrower (Agent) .. All projects ............ Copy kept by bor-
rower. Original
and one copy to
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office.
Servicing Office
sends original to
State Office.
*State Office
makes copy and
returns signed
original to Serv-
icing Office.

Instruction for
preparation in
the Forms Man-
ual Insert for
Form FmHA or
its successor
agency under
Public Law 103–
354 1930–8.

Verification of Re-
view (in lieu of
audit report) ac-
cording to this
subpart (Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1930–8).

Within 90 days fol-
lowing close of
borrower’s fiscal
year.

Qualified individual,
independent of
the borrower.

Projects with 24 or
fewer units.

Copy kept by bor-
rower. Original to
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office;
Servicing Office
makes one copy
for State Office.

Instruction for
preparation in
the FMI for Form
FmHA or its suc-
cessor agency
under Public
Law 103–354
1930–8. Sub-
mitted separate
from annual re-
view items.

*Signed copy goes to State Office when Servicing Office staff have received delegated approval authority.
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EXHIBIT B–8 TO SUBPART C—MISCELLANEOUS PROJECT MANAGEMENT REPORTS

OR SUBMITTALS

Report of item re-
quired Due date Prepared by Report or item ap-

plicable to Distribution References and
notes

Minutes of Annual
Meeting (when
applicable).

Submit with next
Form FmHA or
its successor
agency under
Public Law 103–
354 1930–7,
‘‘Multiple Family
Housing Project
Budget’’.

Borrower ............... All organizational
borrowers with
governing bod-
ies, and all cor-
porations.

Two copies to
FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Office;
one to be sent
by Servicing Of-
fice to State Of-
fice.

Energy Audit .......... Submit with next
Form FmHA or
its successor
agency under
Public Law 103–
354 1930–7.

Energy Auditor ...... All projects ............ One copy to Serv-
icing Office.

Exhibit D of this
subpart.

Request for Rental
Assistance (Form
FmHA or its suc-
cessor agency
under Public Law
103–354 1944–
25).

When rental assist-
ance is re-
quested.

Borrower (Agent) .. Multiple Family
Housing bor-
rowers and ap-
plicants with ten-
ants paying rent
in excess of 30%
of their adjusted
income.

Original and copy
to Servicing Of-
fice; submit to
State Office for
approval after
Servicing Office
review.

Refer to exhibit E
of this subpart
for material to be
included with re-
quest. Instruc-
tions for prepara-
tion are in Forms
Manual Insert for
Form FmHA or
its successor
agency under
Public Law 103–
354 1944–25.

Compliance re-
views (review
conducted within
the 1st reporting
year after the
project opens for
operation).

Nov. 1st to Oct.
31st of each
year.

FmHA or its suc-
cessor agency
under Public
Law 103–354
Servicing Official.

All Multiple Family
Housing bor-
rowers.

Copy to State Of-
fice; original re-
tained in Serv-
icing Office.

Refer to
1901.204(e) of
subpart E of part
1901 of this
chapter.

(a) Initial reviews
(Form FmHA or
its successor
agency under
Public Law 103–
354 400–8,
‘‘Compliance Re-
view’’ (Non-dis-
crimination Re-
cipients of Finan-
cial Assistance
through FmHA or
its successor
agency under
Public Law 103–
354)*.

The Oct. 31st fol-
lowing loan clos-
ing.

(b) Subsequent re-
views (Form
FmHA or its suc-
cessor agency
under Public Law
103–354 400–8).

Minimum of every
3 years.

Management Plan Start of operations;
update every
third year of op-
eration.

Borrower ............... All borrowers ex-
cept those with
nonrent LH
projects.

Original to bor-
rower; copy to
Servicing Office.

Reviewed annually
during annual re-
view.
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Report of item re-
quired Due date Prepared by Report or item ap-

plicable to Distribution References and
notes

Management
Agreement (Ex-
hibit B–3 of this
subpart).

Start of manage-
ment by man-
agement agent.

Borrower and man-
agement agent.

All borrowers not
providing their
own manage-
ment.

Copies with FmHA
or its successor
agency under
Public Law 103–
354 concurrence
to Borrower,
management
agent and FmHA
or its successor
agency under
Public Law 103–
354.

Reviewed at least
annually during
annual review.

Forms FmHA or its
successor agen-
cy under Public
Law 103–354
1944–30, ‘‘Iden-
tity of Interest
(IOI) Disclosure
Certificate,’’ and
FmHA or its suc-
cessor agency
under Public Law
103–354 1944–
31, ‘‘Identity of
Interest (IOI)
Qualification
Form’’.

Start of operations
or whenever
there is a
change in iden-
tity of interest re-
lationship.

Borrower, manage-
ment agent, indi-
viduals, vendors
or organizations
sharing identity
of interest with
the project.

All borrowers ......... Original to Serv-
icing Office; cop-
ies to borrower
and any other in-
dividual or orga-
nization sharing
identity of inter-
est with the
project.

Reviewed at least
annually during
annual review.

*If initial rent-up has not occurred by initial review, a subsequent review will be due within 1 year following initial occupancy
and then every 3 years.

[58 FR 40868, July 30, 1993, as amended at 59
FR 6886, Feb. 14, 1994]

EXHIBIT B–9 TO SUBPART C—NOTICE OF
AUTHORIZATION TO WITHDRAW AND
USE RESERVE FUNDS

To: Borrower Name, Borrower Address
Subject: Authorization to Withdraw and

Use Reserve Account Funds
Project Name & Number
This letter authorizes the withdrawal of

$ll from the subject reserve account to be
used for lll (describe uses)
. lllllllllllllllllllllll

• The (This) amount of $ll is a capital re-
placement/improvement expenditure and re-
payment by increasing the reserve payment
level is not required; however, the period of
deposits are extended until the required de-
posit level is achieved.

• The (This) amount of $ll is an annual
operating and maintenance expense and
must be restored in the reserve account plus
any required annual reserve payment before
any return on investment can be authorized
subsequent to this date. (During the second
to fifth year of project operation, add this
sentence if the initial operating capital has

not yet been withdrawn, ‘‘This amount will
be deducted from the initial operating cap-
ital to be withdrawn if said capital is being
withdrawn during the current budget year,
and this amount has not been restored to the
reserve account.’’)

• The (This) amount of $lll is an annual
recurring type of expense and must be re-
stored in the reserve account according to
the terms and conditions contained in your
special servicing work-out plan with Farm-
ers Home Administration or its successor
agency under Public Law 103–354.

(Add any additional discussion required.)
The correct level of funding of the project

reserve account after this disbursement is
(amount) as of (date).

/s/
Servicing Official
• Select appropriate paragraph(s).

EXHIBIT B–10 TO SUBPART C—RESERVE
ACCOUNT TALLY

Starting Date: (1)

Amount Shown on Loan Agreement/
Resolution: $(2)

Contribution: $(3)/Month × 12 = $(4) Annually
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Fiscal
year

Planned deposits Planned use of reserve Actual deposits End of
fiscal
year

Com-
ments

Begin-
ning of
fiscal
year

Req.
annual
deposit

Planned
ending
balance

Withdrawal

Trans-
fer to

reserve

Interest earned/used

End-
ing re-
serve
bal-
ance

Date au-
thorized

Pur-
pose Amount

Earned
on re-
serve

Trans-
fer to
GOA

Left in
re-

serve

(5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17)

Reserve Account Tally Instructions

1. Enter month and year that cash flow
started from rental income.

2. Enter the ultimate reserve amount to be
achieved as shown on the loan agreement/
resolution (as modified and increased, if ap-
plicable).

3. Enter monthly reserve deposit install-
ment.

4. Enter yearly reserve deposit install-
ment.

5. Enter borrower fiscal year for which
records apply.

6. Enter fiscal year beginning balance car-
ried forward from preceding fiscal year.

7. Enter the required annual deposit. If
borrower is authorized by an approved budg-
et to contribute less than the amount re-
quired by the loan agreement, enter the re-
duced amount. For amounts ‘‘restored’’ to
reserve after a previous withdrawal, enter re-
stored amount in this column on a separate
line and describe in comment column.

8. Enter the required balance at the end of
the borrower fiscal year.

9. Enter the date of authorization for with-
drawal from reserve.

10. Enter the purpose (capital or annual re-
curring expense); and describe in comment
column any agreement (see exhibit B–9 of
this subpart) to restore the withdrawal.

11. Enter amount of authorized with-
drawal.

12. Enter the actual amount paid into the
reserve account.

13. Enter amount of interest earned on re-
serve deposit during fiscal year.

14. Enter portion of earned interest trans-
ferred to project general operating account.

15. Enter balance of earned interest left
(accrued) in the reserve account. (NOTE: At
borrower’s choice, this amount may be used
to help meet or increase the annual reserve
deposit.)

16. Enter the reserve balance at the end of
the fiscal year.

Balance at end of last fiscal year.
Less authorized withdrawal.
Plus transfer to reserve.
Plus accrued interest.
NOTE: Reconciliation of the current ac-

count balance may be accomplished by en-
tering the following calculations of the tally
sheet.

(1) Calculate: Gross Potential Reserve
(GPR); No. of Deposit Installments since
start date × $ amount of installments = GPR.
Then separately,

(2) Add: regular and extra deposits = $ Ad-
ditions.

(3) Subtract: FmHA or its successor agency
under Public Law 103–354 authorized with-
drawals = $ Subtractions.

(4) Result: current balance = $ balance.
(5) Compare GPR to current balance.

17. Enter appropriate notes (e.g., with-
drawal uses, explain discrepancies with other
documents).
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EXHIBIT B–11 TO SUBPART C—EQUAL HOUSING OPPORTUNITY LOGOTYPE
(REQUIRED FOR PROJECT SIGN)
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EXHIBIT B–12 TO SUBPART C—FARMERS HOME ADMINISTRATION OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW 103–354 LOGOTYPE (OPTIONAL FOR PROJECT
SIGN)

EXHIBIT B–13 TO SUBPART C—INTERNATIONAL SYMBOL OF ACCESSIBILITY (RE-
QUIRED FOR HANDICAP PARKING SPACE AND ALONG HANDICAP ACCESSIBILITY

ROUTE)
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EXHIBIT B– 14 TO SUBPART C—SAMPLE WAITING LIST
(1) Project Name.

(2) Location.

Applicant information Selection criteria

App.
No.

Date/
time

Name/
ad-

dress

Phone
No.

Race
code

HH
size

Displ.
prior
yes/
no

Income level Unit size RA
elig.
yes/
no

Dates
con-

tacted
for oc-
cupan-

cy

Lease
date

Re-
moval
date

Com-
ments

VL L M I 1 br 2
br

3
br

4
br

(3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18)

Waiting List Instructions

This sample waiting list may be used as a
model in developing a project waiting list. It
combines income level and unit size
groupings on one page. Separate pages for
different income levels or unit sizes are an
option.

Waiting lists need to be updated periodi-
cally by carrying forward active applications
and removing applications that have become
tenants or members or have been withdrawn.
This should be done with sufficient fre-
quency so that a substantial number of lines
on the waiting list are filled with active ap-
plications. Retired waiting lists must be
kept through the next compliance review
performed by Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354.

Description of Input:

1. Project name—Self-explanatory.
2. Location—Project location name.
3. Application No.—This is the sequential

number of the order by which the completed
application was received. This may be a con-
tinual sequence from a given start date or it
may be the sequential number in a par-
ticular year. Example: 93–3 denotes the third
application received in 1993.

4. Date/time—The date and time a com-
pleted application is received.

5. Name/address—Name of applicant and
current street and/or mailing address.

6. Phone number—Applicant’s current
phone number or a contact person’s phone
number.

7. Race code—Local management should
use a code known to itself of the code pro-
vided in Form FmHA or its successor agency
under Public Law 103–354 1944–8, ‘‘Tenant
Certification.’’ Use letters or numbers or a
combination of both. Do not state or abbre-
viate racial or ethnic descriptions.

8. Household size—The total number of
people who will actually occupy a unit.

9. Blank column—For optional use; for
labor housing purposes.

10. Displaced priority—If applicant pos-
sesses a letter of priority entitlement
(LOPE) issued by FmHA or its successor

agency under Public Law 103–354 or from
other assisted housing enter yes/LOPE. If ap-
plicant is displaced due to a natural disaster
or catastrophe, housing rendered uninhabit-
able, or seized by legal action (other than for
illegal activity) enter yes/other. Enter no if
applicant is not a displacee.

NOTE: Section 8 applicants who at time of
housing need are involuntarily displaced, liv-
ing in substandard housing, or paying more
than 50 percent of family income for rent
have priority over other Section 8 appli-
cants.

11. Income level—Enter a checkmark under
the income level determined by income
verification.

12. Unit size—Enter a checkmark under
each unit size the applicant is qualified to
occupy or deems appropriate to its need. Cir-
cle the checkmark denoting the size re-
quested. Legend: VL—Very low-income, L—
Low-income, M—Moderate-income, I—Ineli-
gible.

13. Rental assistance eligibility—Indicate
whether or not the income level qualifies the
applicant to receive rental assistance (RA).
(If RA is being used in the project).

14. Blank column—For optional use. It
could denote Sec. 8 handicap status, elderly
family status, LH status, or tax credit eligi-
bility status.

15. Dates contacted for occupancy—Enter
the dates management contacted or at-
tempted to contact the applicant to offer an
apartment for occupancy. Note the method
of contact and the results.

16. Lease date—Fill in date of Lease to de-
note that applicant has changed to tenant
status.

17. Removal date—Enter date of removal
from the waiting list, when applicable.

18. Comments—Self-explanatory.

EXHIBIT C TO SUBPART C—RENTAL AND
OCCUPANCY CHARGE AND/OR UTILITY
ALLOWANCE CHANGES

I. Objectives

This exhibit prescribes the method of proc-
essing changes in the monthly rental or oc-
cupancy charge rates for tenants or members
in Farmers Home Administration (FmHA) or
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its successor agency under Public Law 103–
354 Rural Rental Housing (RRH), Rural Coop-
erative Housing (RCH), and Labor Housing
(LH) projects. This exhibit covers all RRH,
RCH, and LH loans (except ‘‘nonrental’’ LH
loans), including those approved before the
date of this subpart.

II. Definitions

A. Approval official. State Director or des-
ignated State and Servicing Office staff with
delegated authority according to § 1930.143 of
this subpart.

B. Utility. Sewer, water, trash collection,
electricity, natural gas, and any other fuel
used specifically for cooking, heating, and/or
cooling.

C. Rental or occupancy charge rate (rental or
occupancy charge). The term rental rate
means RRH or LH project rent rates that in-
clude utilities; or net project rent rates plus
an allowance for utilities, either of which
should be equal in value. In RCH projects,
the term occupancy charge means the charge
for occupancy including utilities; or the net
charge for occupancy exclusive of an allow-
ance for utilities according to the operating
plan of the cooperative.

III. Initial Understanding With Borrower

A. All RRH, RCH, and LH applicants will
be informed at the application stage of the
agency’s rental or occupancy charge change
procedure. All borrowers will be advised that
any proposed rent or occupancy charge
changes must comply with this exhibit. Util-
ity allowance changes will comply with this
exhibit and exhibit A–6 of subpart E of part
1944 of this chapter. This exhibit will also
apply to rental changes resulting from the
Department of Housing and Urban Develop-
ment’s (HUD) Automatic Annual Adjustment
Factors for units receiving section 8 assist-
ance. Request for a rental or occupancy
charge change will be based on a realistic
projected budget for the interim year or the
ensuing full year.

B. Rental or occupancy charge change poli-
cies.

1. Rental or occupancy charge rates in
projects financed in whole or in part by an
RRH, RCH, or LH loan may not be raised
without FmHA or its successor agency under
Public Law 103–354 written consent according
to requirements in loan agreements, loan
resolutions, and other instruments executed
in connection with RRH, RCH, and LH loans.

2. Changes requiring only prior FmHA or
its successor agency under Public Law 103–
354 review are those which are beyond the
borrowers’ control to cover changes in taxes
or utilities, and changes which do not result
in an increase in the tenant’s or member’s
total shelter cost.

3. Borrowers are encouraged to have the ef-
fective date of needed changes coincide with

the start of their fiscal year or with the start
of the season in the case of LH projects occu-
pied on a seasonal basis.

4. Change requests normally should be
made 60 to 90 days prior to the end of the
borrower’s fiscal year.

5. It is anticipated that rental or occu-
pancy charge changes would not be nec-
essary more frequently than once a year.

6. Changes in rental or occupancy charge
rates will apply to all units in the project.

7. Projects with operating budgets that
consistently generate a surplus of unre-
stricted cash greater than 10 percent of
project yearly expense (exclusive of any
qualifying refund of 2 percent initial oper-
ating capital contribution) should reduce
their rental or occupancy charge rates.

8. Current tenant or member certifications
on Form FmHA or its successor agency
under Public Law 103–354 1944–8, ‘‘Tenant
Certification,’’ or other form approved by
FmHA or its successor agency under Public
Law 103–354 must be on file in the Servicing
Office.

C. All borrowers are encouraged to partici-
pate in the FmHA or its successor agency
under Public Law 103–354 rental assistance
(RA) program. However, unless the Adminis-
trator notifies State and Servicing Offices
otherwise, all borrowers with projects meet-
ing the eligibility requirements of paragraph
II B of exhibit E of this subpart, except full
profit borrowers, will be automatically
treated as having applied for rental assist-
ance, since section 530 of title V of the Hous-
ing Act of 1949, as amended, requires such
consideration.

D. Borrowers must accept RA when it is
available and it appears that a rental or oc-
cupancy charge change will cause any very
low or low-income tenant to pay in excess of
30 percent of adjusted monthly income for
shelter costs. If FmHA or its successor agen-
cy under Public Law 103–354 does not have
RA appropriation available for this purpose,
the borrower is encouraged to use other
sources of governmental subsidies. The
availability or unavailability of govern-
mental subsidies will not preclude FmHA or
its successor agency under Public Law 103–
354 from processing a rental or occupancy
charge change request. The borrower will re-
tain the option of submitting an RA request
at any time that it appears that any
verylow- or low-income tenant cannot pay in
excess of 30 percent of adjusted monthly in-
come in shelter costs, even without a rent
change action. In such cases, the borrower
must apply for RA on Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
25, ‘‘Request for Rental Assistance,’’ unless
such form is already on file at the FmHA or
its successor agency under Public Law 103–
354 Servicing Office.

E. Even though RA is not available, bor-
rowers are encouraged to convert to Interest
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Credit Plan II to give tenants and members
the most favorable rental rates possible.

IV. Borrower’s Responsibility in Processing
Rental or Occupancy Charge Change Re-
quests Which Change Housing Costs to Ten-
ants or Members

A. When an RRH, RCH, or LH borrower de-
termines that a project rental or occupancy
charge change is needed, the borrower must
meet or consult with the Servicing Office
staff, unless such requirement is waived by
the Servicing Office, to review the following
information before the ‘‘Notice to Tenants
(members) of Proposed Rent (Occupancy
Charge) and Utility Allowance Change,’’ ex-
hibit C–1 of this subpart, is posted and deliv-
ered to the tenants or members:

1. Facts demonstrating the need and jus-
tification for a rental or occupancy charge
change in accordance with paragraph III A of
this EX.

2. A new operating budget for the borrower
fiscal year showing:

a. Currently approved budget at old rents
or occupancy charges.

b. Actual income and expenses to date.
c. Proposed budget at proposed new basic

rents or occupancy charges.
d. Proposed budget at proposed new note

rate rents or occupancy charges (when appli-
cable).

3. An application for RA is considered to
have been automatically filed with the Agen-
cy. However, the borrower may submit an
application for RA at any time on Form
FmHA or its successor agency under Public
Law 103–354 1944–25, if the borrower’s project
is an eligible project and the proposed
change will cause any very low- and low-in-
come tenants or members to pay in excess of
30 percent of adjusted monthly income for
shelter costs.

4. A new energy audit, if one is due, or a
listing of deferred improvements identified
in a previous energy audit that were per-
formed within the past 5-year period accord-
ing to the requirements of exhibit D of this
subpart.

5. Information on actual utility costs for
representative units in the project and,
whenever any utility allowance was ap-
proved over 12 months ago, an updated ex-
hibit A–6 of subpart E of part 1944 of this
chapter when tenants or members pay their
own utilities.

6. Any other information the borrower be-
lieves necessary to justify the proposed shel-
ter cost change.

B. Required actions and timeframes for shelter
cost changes. Requests for shelter cost
changes (i.e. changes to the rent and/or util-
ity allowance) may be submitted at any
time, however, the Agency encourages such
requests to be submitted within the last
quarter of the calendar year in conjunction
with the annual budget review.

1. Agency action.
a. The Agency must act on any shelter cost

change request and take one of the following
actions within 25 days of its receipt:

(1) Review the request package and if it is
incomplete, return it to the borrower/man-
ager, advising what additional information is
needed, or

(2) Request a meeting with the borrower/
manager and state the proposed meeting
date. The request should inform the bor-
rower/manager of the purpose of the meet-
ing. When a meeting is held, the Servicing
Official will either:

(i) Approve posting of the proposed rental
or occupancy charge change and advise the
borrower in writing to post the notice, or

(ii) If the proposed change as submitted is
not acceptable, the Servicing Official and
the borrower/manager will arrive at a mutu-
ally acceptable change, and the Servicing Of-
ficial will authorize in writing, posting of
the agreed to revised figure, OR

(iii) Reject posting of the proposed change,
advise the borrower in writing to not post
the notice and advise the borrower of their
appeal or review rights in accordance with
subpart B of part 1900 of this chapter.

(3) If the borrower/manager does not attend
the proposed meeting or other mutually
agreed date, the change request will be con-
sidered withdrawn and returned to the bor-
rower/manager, or

(4) The Servicing Official may waive the
meeting requirement and authorize the post-
ing subject to any minor changes or other re-
quirements listed, if any, or

(5) Allowing posting of the request by not
taking action on the request (de facto post-
ing approval).

b. Once a rental or occupancy charge
change has been permitted to be posted, the
only decision that can be made is to ‘‘ap-
prove’’ or ‘‘reject,’’ which would be based on
material concerns in comments of the ten-
ants or members. When the request is re-
jected, the borrower will be advised of any
appeal or review rights in accordance with
subpart B of part 1900 of this chapter.

2. Borrower action. When approval to post
notice is given by FmHA or its successor
agency under Public Law 103–354, the bor-
rower is required to:

a. Notify tenants or members.
(1) Tenants or members must be notified in

writing at least 60 days before the antici-
pated effective date of change using exhibit
C–1 of this subpart. The written notice may
be delivered by mail or by other means. In
addition, the borrower must post at least one
notice in a visible place at the project site.

(2) Tenant or member comment period. Ten-
ants or members will be informed of their
right to submit comments to the Servicing
Office during the 20-day period following the
date of the notice. Tenants or members will
also be informed of their rights to inspect
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and copy records on file with the Agency,
which are related to the request, throughout
the 20-day period.

b. Notify the Agency. The Agency must be
given a copy of the written and dated notifi-
cation which was mailed or delivered to the
tenants or members.

3. Implementation timeframes. Shelter cost
changes cannot be implemented until such
time as the tenants or members are informed
of the changed rates. When increases are in-
volved, tenants or members must be in-
formed at least 30 days in advance of their
effectiveness or such longer time as State
law may prescribe. Tenants or members re-
ceiving notice of a shelter cost increase via
the use of exhibit C–1 of this subpart will al-
ready have been ‘‘informed at least 30 days
in advance’’ and need not receive a second
notice provided the final approval action
(i.e., See exhibit C–2 of this subpart) does not
change the shelter cost rate established in
exhibit C–1.

V. Determination by FmHA or its successor
agency under Public Law 103–354

A. Actions by servicing official. The Serv-
icing Official will not consider a rental or oc-
cupancy charge change application complete
and acceptable until the borrower has com-
plied with all terms listed in paragraph IV of
this exhibit. When the application and all at-
tachments for the proposed change have been
received (including the tenant or member
comments when notification is required), the
Agency will:

1. Review all the material submitted.
2. Review a copy of the borrower’s latest

Form FmHA or its successor agency under
Public Law 103–354 1944–29, ‘‘Project Work-
sheet for Interest Credit and Rental Assist-
ance.’’

3. Determine if RA is available for an eligi-
ble project on behalf of the low-income ten-
ants or members. If RA is available, and it is
apparent from record sources that at least
one tenant is eligible for RA, the Servicing
Office staff must require the borrower to
apply for RA if an application for RA using
Form FmHA or its successor agency under
Public Law 103–354 1944.25 is not already on
file at the Servicing Office.

4. When the change is requested for energy
saving improvements identified in an energy
audit, the Servicing Official shall determine
the cost effectiveness and financial impact of
the proposed improvements from informa-
tion contained in the energy audit. The Serv-
icing Official’s determination will be made
according to paragraph VI of exhibit D of
this subpart.

5. When State Office approval is required,
the Servicing Office will submit to the State
Director (see Guide Letter 1930–3 for out-
lining the change request package being sub-
mitted):

a. Appropriate recommendations on the re-
quest,

b. An indication of the number of tenants
or members who will need RA as a result of
the rent changes,

c. All the material received from the bor-
rower, including tenant or member com-
ments or objections at the end of the 20-day
comment period, and

d. A short narrative describing the general
tone and material content of tenant or mem-
ber comments and concerns.

6. When a member of the Servicing Office
staff is the approval official, the documenta-
tion required by paragraph V A 5 of this ex-
hibit, will be attached to the rent change re-
quest.

7. When the borrower has requested RA,
complete Form FmHA or its successor agen-
cy under Public Law 103–354 1944–25 and for-
ward it to the State Director.

B. Actions by the approval official. When the
application, attachments, and comments are
received, the approval official will review the
material to determine if the change is justi-
fied and act on the request within 25 days.
The borrower will be notified by the Ap-
proval Official of the determination within
45 days from the date the ‘‘Notice to Tenants
(Members) of Proposed Rent (Occupancy
Charge) and Utility Allowance Change’’ (Ex-
hibit C–1 of this subpart) is posted, otherwise
the request will be considered approved.

1. Approval actions.
a. When a change is approved, the Approval

Official will notify the borrower by using ex-
hibit C–2 of this subpart. The notice letter
(Exhibit C–2 of this subpart) will be prepared
using the required and/or optional para-
graphs as applicable. The reasons for the ap-
proved rent change should be concise. The
notice letter will be mailed or hand delivered
to each tenant or member and posted in a
conspicuous places(s).

b. When the borrower’s project is operated
on a profit basis and the purpose of the rent-
al change is for: justified operating and
maintenance expense; funding the reserve
account; other project expenses; and pro-
viding or maintaining a profit, the change
may be allowed as long as eligible tenants
can afford the new rental rate.

2. Disapproval actions. When the Servicing
Official determines an application for a pro-
posed rental or occupancy charge change is
not justified on the basis of the information
submitted, the Servicing Official will notify
the borrower in writing of the reason(s) why
the change is not approved. The borrower
will be advised of their appeal rights in ac-
cordance with subpart B of part 1900 of this
chapter. Rental or occupancy charge changes
may not be approved when any of the fol-
lowing circumstances exist:
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a. The borrower is able but unwilling: To
comply with applicable tenant eligibility re-
quirements; the audit and reporting require-
ments of this subpart; or, the conditions set
forth in the borrower’s loan agreement or
resolution, interest credit and/or rental as-
sistance agreement, promissory note, or
mortgage.

b. The budget for the project reflects suffi-
cient income at the present rental or occu-
pancy charge structure to meet operation
and maintenance expenses which are appro-
priate and reasonable in amount, meet the
FmHA or its successor agency under Public
Law 103–354 debt service requirements, meet
the required reserve account deposit, and
provide a return to the borrower, when ap-
propriate.

c. The borrower’s project is operated on a
profit basis and the proposed rental change
is for purposes other than meeting operation
and maintenance expenses and debt service
(i.e., the purpose is to allow excessive profits
and the proposed rental change will result in
rental rates in excess of what eligible ten-
ants can afford).e State Director is able to
provide RA to the project and the borrower’s
project is operated on a nonprofit basis, or a
limited profit basis (as defined in § 1944.205 of
subpart E of part 1944 of this chapter); but
the borrower has not applied for RA within
the most recent period of 180 days prior to
the rental change request or otherwise al-
ready has an application for RA on file at
the Servicing Office on Form FmHA or its
successor agency under Public Law 103–354
1944–25.

VI. Unauthorized Rental or Occupancy Charge
Changes

When a borrower implements a change
that does not meet the requirements of this
exhibit, the borrower will be notified in writ-
ing that: the change has not been authorized;
and the rates must be rolled back to the last
FmHA or its successor agency under Public
Law 103–354 authorized level. Tenants or
members affected by the unauthorized
change will be given a rebate or credit for
the unauthorized amounts retroactive to the
date of the unauthorized change. Those bor-
rowers that fail to comply the provisions of
this paragraph will be handled according to
§ 1965.85(d) of subpart B of part 1965 of this
chapter or paragraph X of this exhibit.

VII. Annual Adjustment Factors for Section 8
Units

A. HUD allowance of change.
1. If the Servicing Official disapproves a

rental rate change, or approves a lesser
amount than permitted by HUD, as a result
of HUD’s annual adjustment factors for units
receiving Section 8 assistance, the Servicing
Official must require the borrower to deposit
any excess funds, the difference between the

FmHA or its successor agency under Public
Law 103–354 approved note rate rent and the
higher HUD authorized rental rate, into the
reserve account.

2. If this results in an accumulation of
funds in the reserve account behind the sum
shown in the loan agreement or loan resolu-
tion, the interest credit reduction on a Sec-
tion 8/515 project should be adjusted or can-
celed through field office terminals.

3. This adjustment or cancellation can be
done without borrower consent for projects
with interest credit agreements dated on or
after October 27, 1980. For projects with in-
terest credit agreements dated before Octo-
ber 27, 1980, this cancellation or reduction of
interest credit may occur only with the bor-
rower’s written consent.

4. When interest credit cannot be canceled
or reduced, the Agency will collect overage.
Overage, for each tenant, in this instance is
the difference between the FmHA or its suc-
cessor agency under Public Law 103–354 in-
terest credit reduced rate rent and the lesser
of the FmHA or its successor agency under
Public Law 103–354 note rate rent or the HUD
contract rent. The total overage collected
should not exceed an amount equal to the in-
terest credit authorized by the interest cred-
it agreement for the period of time covered
by the loan payment installment.

5. Even though interest credit is canceled
or nullified by collecting overage, the bor-
rower will still be required to operate on a
limited profit basis.

B. HUD disallowance of change. If HUD will
not allow an annual adjustment of rents, and
the project operating budget justifies need
for rent(s) greater than HUD’s contract
rent(s), the State Director only may author-
ize conversion from a plan of 1 or 2 percent
interest reduction (Interest Credit Plan II)
to a plan of debt amortization at 1 percent
interest plus overage up to the HUD contract
rent(s) level by meeting the requirements of
paragraph IV A2e of exhibit B of this sub-
part.

C. Reviewing budgets where HUD subsidies
are involved. FmHA or its successor agency
under Public Law 103–354 has the responsi-
bility to review and approve project budgets
based on need to meet the cash flow and ex-
pense requirements without regard to HUD’s
automatic annual adjustment. Since HUD
and FmHA or its successor agency under
Public Law 103–354 approved rent rates fre-
quently differ, it may be necessary to have a
3 column budget in projects with Section 8
Housing Assistance Program (HAP) agree-
ments. (Refer to the examples shown in para-
graph VIID of this exhibit).

1. When HUD contract rent and the 1 or 2 per-
cent reduced rate are the same. In a project
where 100 percent of the units receive Sec-
tion 8 (100 percent Section 8 projects), and
the HUD contract rent rate and the 1 or 2
percent reduced rate are the same, only the
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HUD contract rent rate column on the budg-
et is needed.

2. When HUD contract rent falls between the
1 or 2 percent reduced rate and the FmHA or its
successor agency under Public Law 103–354 note
rate. In a 100 percent Section 8 project where
the HUD contract rental rate falls between
the 1 or 2 percent reduced rate rent and the
note rate rent, a 3 column budget showing
the 1 or 2 percent reduced rate rent, the HUD
contract rental rate, and FmHA or its suc-
cessor agency under Public Law 103–354 note
rate rent is needed.

3. When HUD contract rate exceeds the FmHA
or its successor agency under Public Law 103–
354 note rate. In a 100 percent Section 8
project without interest credit and where the
HUD contract rental rate exceeds the note
rate rent, the budget should show 2 columns
reflecting each rent rate. The difference be-
tween the two rent rates is considered excess
funds and is to be deposited in the reserve
account.

4. When part of units are covered by Section
8 HAP contract. In a project where only part
of the units are under a Section 8 HAP con-
tract, a 3 column budget of basic rental rate,
HUD contact rental rate, and note rate rent
is needed. The HUD contract rental rate may
fall between the basic and note rate, or it
may be higher than the note rate rent.

D. Overage payments and excess income from
an interest credit agreement:

1. Overage is the amount by which total
rental payments paid or to be paid by the
tenants or members exceed the total basic
monthly rental rate. In 100 percent Section 8/
515 projects, and Plan II projects, where the
HUD contract rental rate exceeds the ap-
proved 1 or 2 percent (or greater percentage
in the case of Plan II) reduced rental rate,
the FmHA or its successor agency under
Public Law 103–354 approved rate is the re-
quired ‘‘basic’’ monthly rental rate. When-
ever FmHA or its successor agency under
Public Law 103–354 approves a note rate rent
change for a lesser amount than the change
permitted by HUD, the FmHA or its suc-
cessor agency under Public Law 103–354 Serv-

icing Official must require the borrower to
deposit any excess funds into the reserve ac-
count.

2. Any Section 8 subsidy funds paid by HUD
are paid on behalf of the tenant or member,
and therefore, any Section 8 payments are
not considered as excess funds until after
any benefits provided by the interest credit
agreement are recovered. Therefore, the fol-
lowing applies:

a. Projects on an Interest Credit plan coded 7
or 8 on Form FmHA or its successor agency
under Public Law 103–354 1944–7. See figure 1
of paragraph VIID 2 a (3) of this exhibit.

(1) When HUD rate is equal to or less than
FmHA or its successor agency under Public Law
103–354 note rate. In 100 percent Section 8/515
projects when the HUD contract rental rate
is more than the 1 or 2 percent reduced rate
and is either equal to or less than the FmHA
or its successor agency under Public Law
103–354 note rate rent, overage will be paid to
FmHA or its successor agency under Public
Law 103–354 in an amount equal to the dif-
ference between the HUD contract rental
rate and the 1 or 2 percent reduced rate.

(2) When HUD rate is greater than FmHA or
its successor agency under Public Law 103–354
note rate. In 100 percent Section 8/515 projects
when the HUD contract rental rate is greater
than the FmHA or its successor agency
under Public Law 103–354 note rate rent,
overage will be paid to FmHA or its suc-
cessor agency under Public Law 103–354 as in
D 1 of this paragraph, and the amount equal
to the difference between the HUD contract
rental rate and the FmHA or its successor
agency under Public Law 103–354 note rate
rent will be deposited in the reserve account
as excess income. In 100 percent Section 8/515
projects, when the HUD contract rental rate
exceeds the note rate rent the borrower/man-
ager needs to use FmHA or its successor
agency under Public Law 103–354 Form 1944–
29, part I, items 23 through 29, to document
the required deposit in the reserve account.

(3) Figure 1. Projects with 100 percent of
units assisted by HUD Section 8.
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Example 1

NOTE: If the HUD contract rent and FmHA or its successor agency under Public Law 103–
354 1 or 2 percent reduced rent are the same, then the first budget column would not apply.

Example 2

b Projects on Interest Credit Plan II and re-
ceiving Section 8 Assistance. See figure 2 of
paragraph VII D 2 b (3) of this exhibit.

(1) Calculating overage. In Section 8/515
projects the overage will be the difference
between basic rental rate and the note rate
rent including the income from HUD. The
overage will be reported as type 3.

(2) Depositing excess income in the reserve ac-
count. In the cases where the HUD contract

rental rate exceeds the note rate rent, the
difference is excess income and will be depos-
ited in the reserve account. The borrower/
manager should use FmHA or its successor
agency under Public Law 103–354 Form 1944–
29, part I, item 23 through 29, to document
the required deposit in the reserve account.

(3) Figure 2. Projects with some HUD Sec-
tion 8/515 units.
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Example 1:

Example 2:

VIII Rental or Occupancy Charge Control
Preemption Policy. In order to carry out the
provisions of this subpart and to protect a
housing source in rural areas for very low-,
low- and moderate income families; the fi-
nancial obligation of borrowers; and the fi-
nancial interest of the government in such
housing, the entire field of rental or occu-
pancy charge control that may be exercised
by any local rental control board or other
authority pursuant to State and local law, as

it affects housing covered by this subpart, is
hereby preempted.

IX Special Servicing Market Rate Rent
(SMR) Change: When a Plan II or Plan II RA
RRH project is experiencing serve vacancies
due to poor local market conditions, an SMR
change may be implemented to attract and
keep tenants who could pay more than basic
rent as part of a workout plan according to
the provisions of exhibit F of subpart B of
part 1965 of this chapter. An SMR addresses
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the situation where some existing and pro-
spective tenants are not willing to pay 30
percent of adjusted income or note rate rent
because the rental rates would exceed those
of other rental properties in the community.
This action may only be taken after super-
visory efforts by FmHA or its successor
agency under Public Law 103–354 and man-
agement efforts by the borrower have not
produced an acceptable level of occupancy.
For the purposes of this paragraph, market
area and community are used as defined in
paragraph I of exhibit A–8 of subpart E of
part 1944 of this chapter.

A Eligibility for SMR. Based on borrower
documentation and FmHA or its successor
agency under Public Law 103–354 servicing
records, the Servicing Official will prepare a
written recommendation for borrower eligi-
bility for an SMR.

1 Based on borrower documentation and
Servicing Office verification:

a Over the most recent 6-month period,
the monthly vacancy rate has averaged at
least 15 percent or the project shows finan-
cial losses considering the following:

(1) Each month was at least 12 percent va-
cant, and

(2) When RA is not available, units sub-
sidized by funds of the project/owner will be
considered vacant for SMR calculations, or

(3) The project submits financial records
that show a 15 percent loss of rents available
below basic rent not including project pro-
vided subsidies, and provided

(4) The loss of rents available is not a re-
sult of management’s failure to effectively
market the units.

b Comparable market rental rates in the
community are lower than the previously ap-
proved FmHA or its successor agency under
Public Law 103–354 note rate rents. Exhibit
A–2 of subpart E of part 1944 of this chapter
can be used to document comparable market
rents.

c The borrower has aggressively mar-
keted the project including the following ac-
tions:

(1) Significant outreach efforts in the com-
munity, including (but not limited to) con-
tacts listed in the Affirmative Fair Housing
Marketing Plan.

(2) The borrower had obtained approval
from FmHA or its successor agency under
Public Law 103–354 for a servicing workout
plan, exclusive of SMR features, at least 3
months earlier.

d The borrower complies with FmHA or
its successor agency under Public Law 103–
354 regulations and encourages occupancy
through good maintenance and positive rela-
tions with tenants.

e The borrower has provided a signed
statement agreeing to forego, without provi-
sion to recoup, the return on initial invest-
ment while operating with an SMR.

f The borrower has submitted a project
budget on Form FmHA or its successor agen-
cy under Public Law 103–354 1930–7, ‘‘Multiple
Family Housing Project Budget,’’ with only
minimally sufficient operation and mainte-
nance expenses. The project budget should
continue to fund other cash expenditures
such as FmHA or its successor agency under
Public Law 103–354 payments and the reserve
account, except for the return on initial in-
vestment which the borrower has agreed to
forego according to paragraph IX A 1 e of
this exhibit.

2 Based on Servicing Office servicing actions
and documentation:

a The project has been operational for at
least 24 months. The National Office may
make exceptions to this requirement on a
case-by-case basis for extreme hardship.

b No more than 10 percent of budgeted ex-
penses are reflected in unrestricted cash on
hand, and reserve account balances do not
exceed the required accumulation-to-date
minus authorized withdrawals.

c The Servicing Official has reviewed and
discussed with the borrower the feasibility of
using borrower contributed funds, including
advances, in accordance with paragraph XII
C of exhibit B of this subpart.

d The Servicing Official has reviewed and
approved a project budget with only mini-
mally sufficient operation and maintenance
expenses and other expenses as specified in
paragraph IX A 1 f of this exhibit.

e The Servicing Official has reviewed any
market studies or surveys received from
MFH loan applicants for the market area
and considered any information that may
conflict with the request for an SMR.

B Approval of SMR.
1 The State Director may approve the use

of an SMR when the conditions listed in
paragraph IX A of this exhibit are met.

2 While a request for an SMR is pending
or an SMR is in effect, requests to develop
new FmHA or its successor agency under
Public Law 103–354 units in the area will be
handled in accordance with § 1944.213(f) of
subpart E of part 1944 of this chapter.

C Implementing an SMR.
1 After the use of an SMR has been ap-

proved by the State Director, the Servicing
Official will establish an SMR for the project
with the borrower.

a The SMR will be obtained by adjusting
the ‘‘FmHA or its successor agency under
Public Law 103–354 Debt Payment’’ item in
the ‘‘Proposed Budget’’ column of Form
FmHA or its successor agency under Public
Law 103–354 1930–7, to reflect a payment to
FmHA or its successor agency under Public
Law 103–354 amortized at an interest rate
which is less than the full note rate on the
borrower’s promissory note. The interest
rate chosen may never be less than 2 percent.

b The interest rate of the SMR budget
will be set at a level that will make project
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SMR rental rates comparable with commu-
nity rental rates. This rate will remain con-
stant except as provided in paragraph 4 D of
this exhibit.

2 The initial change to SMR rents or a de-
crease in SMR rents will be accomplished in
accordance with the following:

a The borrower will submit to the Serv-
icing Official, the items listed in paragraph
IV A 1, 2, 4, 5, and 6 of this exhibit.

b The Servicing Official shall review the
budget and supporting documentation, and
when found to be acceptable, notify the bor-
rower in writing that the budget is approved.
A copy of the approved budget will be for-
warded to the State Director.

c In addition to any State requirements,
the borrower notifies each tenant or member
of the new rates and/or utility allowance
and:

(1) Include in the notice an explanation of
the changes and events which necessitated
the change. Also, the explanation must
specify any adverse and/or positive effect the
change may have on the tenants or members.

(2) Mail a copy of the notice to the tenant
or member at least 30 days prior to the effec-
tive date of the change.

(3) Offer the tenants or members an oppor-
tunity to meet with management to discuss
the change and review any material contrib-
uting to the change.

(4) Inform the tenants or members of their
right to request a review of the rate change
approval decision within 45 days of the date
of the notice by writing to the next higher
FmHA or its successor agency under Public
Law 103–354 approval official. Until the re-
quest is resolved, the tenants or members
are required to pay the changed amount of
rent as indicated in the notice of approval.

3 When an SMR is implemented in a Plan
II section 8/515 Project, use lines 23 through
29 of Form FmHA or its successor agency
under Public Law 103–354 1944–29 to report
any additional payments to the reserve ac-
count required when HUD contract rents ex-
ceed SMR rental rates.

D Changing an SMR.
1 An SMR may be increased or decreased

whenever the local market conditions war-
rant, but must be reviewed at least annually.

a If the local market conditions that
caused the need for the SMR have not been
resolved and corrected, document same and
update the monitoring timeframes and pro-
ceed no further. However,

b If the local market conditions have
changed and change in the SMR is war-
ranted, the requirements listed in para-
graphs IX D 2, 3, and 4 of this exhibit apply.

2 An SMR must have the SMR rate rent
increased by a minimum of 10 percent per
year (or a higher amount if mutually agreed
to by the borrower and FmHA or its suc-
cessor agency under Public Law 103–354)
when the:

a Vacancy rate drops to 10 percent or
below for 6 consecutive months, or

b The borrower does not continue to sat-
isfy the conditions of paragraphs IX A 1 c (1)
and (2), d, e, or f of this exhibit.

3 An SMR is completely terminated when
the note rate rent is regained.

4 An increase in an SMR will be accom-
plished in accordance with paragraph IV of
this exhibit.

E Disapproval of SMR. When the approval
official determines a request for an SMR is
not justified on the basis of the information
submitted, the approval official will notify
the borrower in writing of the reason(s) why
the SMR is not approved. The borrower will
be advised of their appeal rights in accord-
ance with subpart B of part 1900 of this chap-
ter.

X Special Problem Cases. Problem cases
which cannot be handled under this subpart
should be submitted to the National Office
for review with the State Director’s rec-
ommended plan of action.

[58 FR 40868, July 30, 1993, as amended at 58
FR 44263, Aug. 20, 1993]

EXHIBIT C–1 TO SUBPART C—NOTICE TO
TENANTS (MEMBERS) OF PROPOSED
RENT (OCCUPANCY CHARGE) AND
UTILITY ALLOWANCE CHANGE

llllllllllllllllllllllll

Date Posted
You as a tenant (member) are hereby noti-

fied that, subject to Farmers Home Adminis-
tration (FmHA) or its successor agency
under Public Law 103–354 approval, rents (oc-
cupancy charge) and utility allowances will
be changed effective lllll. (at least 60
days from this posting or other timeframe if
required by State law)

llllllllll (Project Owner Name)
has filed with FmHA or its successor agency
under Public Law 103–354, United States De-
partment of Agriculture, a request for ap-
proval of a change in the monthly rent (oc-
cupancy charge) rates and/or utility allow-
ances of the (Name of apartment complex)
for the following reasons:

1.
2.
3.
4.
Planned rent (occupancy charge) changes

are as follows:

Unit
size

Present rent
(occupancy

charge)

Proposed rent
(occupancy

charge) Amount
changed

Basic Note
rate Basic Note

rate

Planned utility allowance changes are as
follows:
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Unit size Present utility
allowance

Proposed
utility allow-

ance

Amount
changed

(Use where applicable such as when only
basic or note rate rents and/or utility allow-
ances are changing and the tenant is receiv-
ing rental assistance: Since you receive sub-
sidy, your contribution for rent (occupancy
charge) and utilities will not be changed so
long as your income and household composi-
tion remain unchanged).

All materials justifying the proposed
changes have been reviewed by FmHA or its
successor agency under Public Law 103–354
and will be made available to you and other
tenants (members) to inspect and copy at
llllllll during the hour of
llllll.

You may submit comments or objections
in writing to the FmHA or its successor
agency under Public Law 103–354 Servicing
Official during the 20-day period imme-
diately following the posting of this notice.
Comments or objections should include rea-
sons or information you feel should be con-
sidered by the FmHA or its successor agency
under Public Law 103–354 Servicing Official.
Your comments or objections must be filed
prior to llllll with the FmHA or its
successor agency under Public Law 103–354
Servicing Official, llllllll, at the
Servicing Office located at llllllll,

These comments will be reviewed by the
FmHA or its successor agency under Public
Law 103–354 Servicing Official and forwarded
to the FmHA or its successor agency under
Public Law 103–354 approval official who will
decide if the change(s) should be approved.

Each tenant (member) will be notified in
writing of the FmHA or its successor agency

under Public Law 103–354 decision to approve
or deny the change. The approved rents and
utility allowances will then be effective upon
the effective date given above. If the ap-
proved change cannot be made effective by
such date, an additional notice will be posted
and the tenants (members) will be notified in
writing that new rents (occupancy charges)
and utility allowances will be effective at
the next rent (occupancy charge) due date
following the additional notice and the
FmHA or its successor agency under Public
Law 103–354 approval.

By llllllllllllllllllllll

Borrower/Borrower’s Representative

EXHIBIT C–2 TO SUBPART C—NOTICE OF
APPROVED RENT (OCCUPANCY
CHARGE) AND UTILITY ALLOWANCE
CHANGE

Dear
You are hereby notified that the Farmers

Home Administration (FmHA) or its suc-
cessor agency under Public Law 103–354 has
reviewed the request for a change in shelter
costs for the llll project(s), and consid-
ered all justifications provided by project
management [and comments provided by
tenants]. The FmHA or its successor agency
under Public Law 103–354 has approved the
following rent (occupancy charge) and/or
utility allowance rates listed below. The
changes for all units will become effective on
llll, 19ll. (Insert effective date shown
in exhibit C–1 of this subpart or later effec-
tive date in accordance with last paragraph
of exhibit C–1 of this subpart.) The change is
needed for the following reasons:

(Insert Reasons for Approval)
The approved changes are as follows:

Unit size
Present rent (occupancy charge) Approved rent (occupancy charge)

Basic Note rate Basic Note rate

The approved utility allowance changes are
as follows:

Unit size Present utility
allowance

Proposed
utility allow-

ance

Approved
utility allow-

ance

Should you have any questions or con-
cerns, you may contact FmHA or its suc-
cessor agency under Public Law 103–354. The
FmHA or its successor agency under Public
Law 103–354 Servicing Office address is:

(Use the following required and/or optional
paragraphs where applicable.)

*You must notify the tenants (members) of
FmHA or its successor agency under Public
Law 103–354’s approval of the rent (occu-

pancy charge) and utility allowance changes
by posting this letter in the same manner as
the ‘‘Notice to Tenants (Members) or Pro-
posed Rent (Occupancy Charge) and Utility
Allowance Change (Exhibit C–1 of this sub-
part).’’ This notification must be posted in a
conspicuous place and cannot be substituted
for the usual written notice to each indi-
vidual tenant (member).

*This approval does not authorize you to
violate the terms of any lease (occupancy
agreement) you currently have with your
tenants (members).

**For those tenants (members) receiving
rental assistance (RA), their costsfor rent
(occupancy charge) and utilities will con-
tinue to be based on the higher of 30 percent
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of their adjusted monthly income or 10 per-
cent of gross monthly income or if the
household is receiving payments for public
assistance from a public agency, the portion
of such payments which is specifically des-
ignated by that agency to meet the house-
hold’s shelter cost. If tenants are receiving
Housing and Urban Development (HUD) Sec-
tion 8 subsidy assistance, their costs for rent
and utilities will be determined by the cur-
rent HUD formula.

**Your application for RA units on behalf
of eligible tenants (members) has been re-
ceived (or is on hand). Since RA units are
not available, the approved rate and/or al-
lowance change is subject to your acceptance
of the RA units should they become avail-
able.

**This rate and utility allowance change is
conditioned on the requirement that you
carry out energy conservation measures and
operating practices as determined necessary
by the project energy audit. You will be al-
lowed llllll days for completion of the
work. FmHA or its successor agency under
Public Law 103–354 assistance may be avail-
able to finance any needed improvements.

**You may file an appeal regarding the
rate and utility allowance change as ap-
proved within 45 days of the date of this no-
tice. See attached Form FmHA or its suc-
cessor agency under Public Law 103–354 1900–
1, ‘‘Request for Appeal of Adverse Action,’’
for your appeal rights. A request for a hear-
ing must be sent to the Area Supervisor, Na-
tional Appeals Staff, (T3address), post-
marked no later than (30 days from date of
this letter).

*You must inform the tenants (members)
of their right to request an explanation of
the rate and utility allowance change ap-
proval decision within 45 days of the date of
this notice by writing to (insert the name and
address of next higher FmHA or its successor
agency under Public Law 103–354 approval offi-
cial). All tenants (members) are required to
pay the changed amount of rent (occupancy
charge) as indicated in the notice of ap-
proval.

*Any tenant who does not wish to pay the
FmHA or its successor agency under Public
Law 103–354 approved rent changes may give
the owner a 30-day notice that they will va-
cate. The tenant will suffer no penalty as a
result of this decision to vacate, and will not
be required to pay the changed rent. How-
ever, if the tenant later decides to remain in
the unit, the tenant will be required to pay
the changed rent from the effective date of
the changed rent.

Sincerely,
llllllllllllllllllllllll

FmHA or its successor agency under Public
Law 103–354 Approving Official
*Required
**Optional, as applicable

EXHIBIT D TO SUBPART C—ENERGY
AUDIT

I Objective: It is the objective of the
Farmers Home Administration (FmHA) or
its successor agency under Public Law 103–
354 that Multiple Family Housing (MFH) fi-
nanced by the Agency incorporates energy
conservation measures and operating prac-
tices in keeping with the National Energy
Strategy for a more efficient, less vulner-
able, and environmentally sustainable en-
ergy future. Monitoring of this objective will
be accomplished by energy audit.

II Purpose and Intended Outcome:
A The purpose of this exhibit is to define

the FmHA or its successor agency under
Public Law 103–354 requirements for energy
audits. While energy audits will review the
functioning of energy conservation measures
initially incorporated in the housing, or pre-
viously retrofitted, and identify need for any
further measures, the main thrust of energy
audits will be to evaluate and/or recommend
operating practices used in individual dwell-
ing units and the common areas of a project.

B The intended outcome is to reduce ten-
ant or member utility expenses; reduce
project operating and maintenance expense;
reduce usage of subsidy; improve the mar-
ketability of units and value of the property;
conserve national energy resources within
cost effectiveness; and increase the comfort
and enjoyment level of tenants or members.

III Borrower Responsibility:
A Initial audit. An initial energy audit is

required for each project during the third
year of operation following completion of
construction for ‘‘early’’ detection and cor-
rection of any deficiencies in energy con-
servation measures and/or operating prac-
tices.

B Subsequent audit. A subsequent energy
audit is required at least within 5 years of
the initial audit and at 5-year intervals
thereafter, to identify if energy conservation
improvements are needed.

C Submission of audit. The borrower shall
submit a copy of the initial or subsequent
energy audit along with the next submission
of Form FmHA or its successor agency under
Public Law 103–354 1930–7, ‘‘Multiple Family
Housing Project Budget.’’ The borrower’s
plan for implementing the recommended im-
provements shall be included in the project
budget. The submitted copy of the energy
audit will be retained in the file by the Serv-
icing Office for review during subsequent an-
nual reviews. If any of the improvements are
deferred due to cost ineffectiveness, the bor-
rower shall, each year thereafter, include
with the annual project budget, an updated
cost feasibility analysis of the deferred im-
provements, along with the borrower’s rec-
ommendation for implementing the improve-
ments.
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D Cost of audit. An energy audit is bene-
ficial to the operation of an MFH project.
The cost of the audit is an operational ex-
pense. The cost should be consistent with the
size of the project and comparable to the
cost of other audits in the area. The cost
may be paid from annual revenue or from the
reserve account depending on the amount.

IV Performance of Energy Audit:
A An energy audit shall be an in-depth,

on-site inspection of the building shell and of
the space heating, space cooling, ventilation,
and water heating equipment for the build-
ing. It shall be conducted by a qualified en-
ergy auditor.

B Persons shall be considered qualified to
perform an energy audit if they:

1 Are authorized under a State Plan ap-
proved by the Department of Energy (DOE)
in accordance with the requirements in 10
CFR part 456,

2 Are authorized under a Federal Standby
Plan promulgated by DOE in accordance
with the requirements in 10 CFR part 456, or,

3 Can otherwise demonstrate that they
possess the technical skills and knowledge
necessary to perform energy audits.

C When persons meeting the qualifica-
tions in paragraph IV B of this exhibit are
not available, the FmHA or its successor
agency under Public Law 103–354 State Direc-
tor, with prior National Office approval, may
institute a plan and method to accomplish
the requirements of this exhibit using Agen-
cy staff and resources, provided it is cost and
time effective to perform such task.

D The energy auditor shall inspect the
building to determine which energy saving
measures and operating practices should be
improved. The energy auditor is expected to
summarize the results of this inspection and
projected cost savings in priority order and
include them in a written report.

1 The report shall address the condition
or application of the following energy saving
measures:

a Caulking and weatherstripping;
b Central high efficiency air conditioners;
c Ceiling, wall, and floor insulation;
d Crawlspace or foundation wall insula-

tion;
e Duct or pipe insulation;
f Water heater insulation;
g Storm or thermal windows and doors;
h Heat-reflective window and door mate-

rial;
i Crawlspace and/or attic ventilation;
j Energy management devices;
k Clock thermostats;
l Furnace efficiency modifications; and
m Vent dampers for water heaters, fur-

naces, and boilers.
2 The report may address the following

energy saving measures if significant bene-
fits can be shown in the opinion of the en-
ergy auditor:

a Solar domestic hot water systems;

b Active solar space heating system;
c Combined active solar space heater and

solar domestic hot water systems; and
d Passive solar space heating and cooling

systems.
3 The auditor shall inspect the building

and report any improvement of energy con-
serving operating practices that can lead to
immediate energy savings. These practices
include, but are not limited to, the fol-
lowing:

a Furnace efficiency maintenance and ad-
justments (air filters should be changed fre-
quently);

b Water flow reduction on showers and
faucets;

c Sealing leaks and check insulation of
pipes and ducts;

d Raising thermostat settings in summer
and lowering them in winter;

e Cleaning baseboard convectors and re-
frigerator coils;

f Nightime temperature setback;
g Reducing energy use when apartment is

unoccupied;
h Plugging leaks in attics, basements,

and fireplaces;
i Efficient use of shading; and
j Reduce water heater temperature set-

ting (should not exceed 120 degrees Fahr-
enheit).

4 The report shall include a list of any
recommended energy saving measures and/or
operating practices. The following informa-
tion shall be provided as applicable:

a Description;
b Estimated useful life;
c Estimated annual energy cost savings

in the first year;
d Cost; and
e Estimate of any incremental annual op-

eration and maintenance costs.
5 The report shall include a summary of

the energy auditor’s qualifications.
V Funding: Improvements may be funded

from annual project income, project reserve,
a subsequent loan, borrower’s funds, or any
other FmHA or its successor agency under
Public Law 103–354 authorized funding which
will keep the improvement cost effective.
Plans for funding the improvements should
be included in the borrower’s recommenda-
tion for implementation.

VI Servicing Official Responsibility:
A The Servicing Official shall determine

the cost effectiveness and financial impact of
the proposed improvements from informa-
tion contained in the energy audit.

1 Cost effectiveness. Cost effectiveness
shall be determined by comparing the value-
in-use of the facility with and without the
proposed energy saving improvement. Ex-
hibit D of FmHA or its successor agency
under Public Law 103–354 Instruction 1922–B,
(available in any FmHA or its successor
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agency under Public Law 103–354 office), de-
scribes the ‘‘value-in-use’’ approach that
may be used to appraise cost effectiveness.

2 Financial impact. Financial impact shall
be determined by comparing the estimated
net energy and operation and maintenance
costs savings in the first year to the annual
cost of amortizing a loan to install the pro-
posed energy saving improvement. A positive
financial impact occurs when the first year
annual savings equals or exceeds the annual
cost of amortizing any loan(s) for the pro-
posed energy savings improvement. Exhibit
D–1 of this subpart may be used to organize
the calculation of the financial impact.

3 When the identified and/or deferred im-
provements determined by an energy audit
obtained within the immediate past 5-year
period are found to be cost effective and have
a positive financial impact, the Servicing Of-
ficial shall recommend or require that any
rent or occupancy charge increase approval
requested by the borrower be conditioned
upon installation of such energy saving im-
provement(s).

4 The Servicing Official may recommend
a rent or occupancy charge increase for en-
ergy saving improvements which are not
‘‘cost effective’’ whenever the borrower con-
tributes sufficient funds to reduce the cost of
the improvement so that, on the basis of the
FmHA or its successor agency under Public
Law 103–354 investment only, the improve-
ment is cost effective. A positive first year
financial impact is not required. Any con-
tribution made by the borrower to reduce
the cost of the improvement to the cost ef-
fective limits will not be an eligible con-
tribution for computing return on invest-
ments. The project reserve may not be uti-
lized for such contribution.

B When the improvements are not cost ef-
fective or do not have a positive financial
impact, and the borrower does not elect to
reduce the cost of the energy saving meas-
ures as described in paragraph VI A 4 of this
exhibit, the Servicing Official shall rec-
ommend deferral of implementation of the
improvements. Any deferred improvements
must be analyzed during each subsequent
year’s annual analysis.

C A copy of the decision regarding the en-
ergy audit will be included in the annual re-
ports forwarded to the State Director.

VII State Director Responsibility: The State
Director shall review the Servicing Official’s
recommendations and the decision regarding
implementation of the proposed improve-
ments and/or practices as a part of the an-
nual report review.

VIII Development: All development will be
performed in accordance with the require-
ments of subpart E of part 1944 of this chap-
ter and subpart A of part 1924 of this chapter,
except that § 1924.6 (b)(3)(i) of subpart A of
part 1924 of this chapter will not apply to im-

provements made by the owner-builder
method.

IX Rent or Occupancy Charge Change: Any
rental or occupancy charge change neces-
sitated by the improvements must be proc-
essed as set forth in exhibit C of this sub-
part.

EXHIBIT D–1 TO SUBPART C—CALCULA-
TION OF FINANCIAL IMPACT (ENERGY
AUDIT)

A. First Year Annual Savings
(from audit).

$lllll

B. Annual Cost of Amortized
Loan (from calculation in
part D below).

$lllll

C. Difference (A–B) (if zero or
greater, energy saving meas-
ure has a positive financial
impact).

$lllll

D. Calculation of Annual Cost
of Amortized Loan for En-
ergy Saving Measure:
1. Appraisal of Energy Sav-

ing Measure (for calcula-
tion of appraised value, of
FmHA or its successor
agency under Public Law
103–354 Instruction 1922–B
see exhibit D available in
any FmHA or its successor
agency under Public Law
103–354 office).

$lllll

2. Amortization Factor (for
calculation of Amortiza-
tion Factor, use interest
rate of Rural Rental Hous-
ing and Rural Cooperative
Housing from FmHA or its
successor agency under
Public Law 103–354 In-
struction 440.1, exhibit B
(available in any FmHA or
its successor agency under
Public Law 103–354 office);
the Useful Life or weight-
ed average of Full Life for
more than one energy sav-
ing measure from the en-
ergy audit; and the Amor-
tization Factor from
FmHA or its successor
agency under Public Law
103–354 Instruction 440.1,
(available in any FmHA or
its successor agency under
Public Law 103–354 Office).

×lllll

3. Annual Cost (Appraisal ×
Amortization Factor enter
answer in part B above).

$lllll

EXHIBIT E TO SUBPART C—RENTAL AS-
SISTANCE PROGRAM

I General. The objective of the rental as-
sistance (RA) program is to reduce rents paid
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by low-income households. This exhibit sets
forth the policies and procedures and dele-
gates authority under which RA will be ex-
tended to eligible tenants occupying eligible
Rural Rental Housing (RRH) and eligible
members occupying Rural Cooperative Hous-
ing (RCH) projects financed by the Farmers
Home Administration (FmHA) or its suc-
cessor agency under Public Law 103–354. For
the purposes of this exhibit, the term ‘‘ten-
ant’’ also means ‘‘member.’’ This exhibit
also applies to Farm Labor Housing (LH)
projects when the borrower is a broadly-
based nonprofit organization, nonprofit orga-
nization of farmworkers, or a State or local
public agency. RA will supplement the bene-
fits available to tenants under the interest
credit program outlined in exhibit H to this
subpart.

II Definitions.
A Eligible tenants. Any very low-income,

or low-income household meeting the fol-
lowing requirements:

1 The household adjusted annual income
must not exceed the very low- or low-income
limit established for the area as indicated in
exhibit C of subpart A of part 1944 of this
chapter (available in any FmHA or its suc-
cessor agency under Public Law 103–354 Of-
fice).

2 The household must be unable to pay
the approved rental rate plus utility allow-
ance within a portion of their income not ex-
ceeding the highest of:

a 30 percent of their adjusted monthly in-
come;

b 10 percent of gross monthly income; or
c If the household is receiving payments

for public assistance from a public agency,
the portion of such payments which is spe-
cifically designated by that agency to meet
the household’s shelter cost.

3 The household must meet the occu-
pancy policy established for the project and
approved by FmHA or its successor agency
under Public Law 103–354 according to para-
graph VI D 2 of exhibit B of this subpart.

4 The household must have an unexpired
and signed Form FmHA or its successor
agency under Public Law 103–354 1944–8,
‘‘Tenant Certification,’’ on file with the bor-
rower.

B Eligible project.
1 All projects must operate under Interest

Credit Plan II RA to be eligible to receive
RA, except LH loans, direct RRH, and in-
sured RRH loans approved prior to August 1,
1968, which must operate under Plan RA. To
be eligible for RA the project must have a:

a RRH insured or direct loan made to a
broadly-based nonprofit organization, or
State or local agency, including Senior Cit-
izen Housing;

b RRH insured loan to an individual or or-
ganization who has or will execute a loan
resolution or loan agreement agreeing to op-
erate the housing on a limited profit basis as

defined in § 1944.205 of subpart E to part 1944
of this chapter;

c RCH insured or direct loan; or
d LH loan, or an LH loan and grant com-

bination, made to a broadly-based nonprofit
organization or nonprofit organization of
farmworkers or a State or local public agen-
cy.

2 Borrowers may utilize the Department
of Housing and Urban Development (HUD)
Section 8 Housing Assistance Payments Pro-
gram and FmHA or its successor agency
under Public Law 103–354 RA in the same
project. In such cases, Form FmHA or its
successor agency under Public Law 103–354
1944–7, ‘‘Multiple Family Housing Interest
Credit and Rental Assistance Agreement,’’
for the project will reflect coding for ‘‘Plan
II RA.’’

3 Borrowers will provide RA to only those
eligible tenants occupying LH, RCH, or RRH
rental housing units financed by FmHA or
its successor agency under Public Law 103–
354.

C Operational project. A completed RRH,
RCH, or LH project financed by FmHA or its
successor agency under Public Law 103–354
which has been opened for occupancy and has
at least been partially occupied by tenants.

D New projects. Newly constructed or sub-
stantially rehabilitated RRH, RCH, or LH
project financed by FmHA or its successor
agency under Public Law 103–354. For new
construction RA purposes, if further means
before any units are occupied.

E Rental assistance. RA, as used in this ex-
hibit, is the portion of the approved shelter
cost paid by FmHA or its successor agency
under Public Law 103–354 to compensate for
the difference between the approved shelter
cost and the monthly tenant contribution as
calculated according to paragraph IV A 2 c of
exhibit B to this subpart. When the house-
hold’s monthly gross tenant contribution is
less than the approved utility allowance
which is billed directly to and paid by the
tenant, the owner will pay the household
that difference according to paragraph IX A
2 of this exhibit.

F RA agreement. The term refers to Form
FmHA or its successor agency under Public
Law 103–354 1944–27, or its predecessor. Form
FmHA or its successor agency under Public
Law 103–354 444–27 and Form FmHA or its
successor agency under Public Law 103–354
444–27A.

G RA obligation. The obligation consisting
of the number of RA units and associated
dollar amounts of rental assistance specified
in a particular RA agreement.

H RA obligation number. The identification
number associated with a particular RA obli-
gation.

I Replacement units. RA units which re-
place RA units in RA agreements expiring
because obligated funds have been fully dis-
bursed.
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J Servicing units. RA units which increase
the number of RA units resulting in initial
or additional RA agreements.

K Shelter cost. The approved shelter cost
consists of basic or note rate rent plus util-
ity allowance when used. Basic or note rate
rent must be shown on the project budget for
the year and approved according to
§ 1930.122(b)(1). Utility allowances, when re-
quired, are determined and approved accord-
ing to part 1944, subpart E, exhibit A–6, of
this chapter. Any changes in rental rates or
utility allowances must be processed accord-
ing to exhibit C of this subpart.

L Utility allowances. The allowance ap-
proved by FmHA or its successor agency
under Public Law 103–354 according to ex-
hibit A–6 of subpart E of part 1944 of this
chapter to cover the cost of utilities which
are payable directly by the households.

III Utilization of RA. All borrowers with
eligible projects as defined in paragraph II B
of this exhibit are encouraged to utilize the
RA program and receive RA payments on be-
half of eligible tenants. Generally, the bor-
rower, or the borrower’s approved manage-
ment agent, will initiate the processing of a
RA application.

IV Priority of RA applications.
A State of allocations. The National Office

may establish a State quota on the number
of RA units that may be approved and obli-
gated in any fiscal year. The State Director
will limit the approval of RA to no more
than the number of units allocated to the
State. Unless otherwise stated by the Na-
tional Office, the State allocation will indi-
cate the number of RA units for operational
projects and the number of RA units to be
used for new construction.

B Allocation to projects within a State. The
State Director will distribute any RA units
allocated to the State according to any spe-
cific guidance established by the National
Office. When no specific guidance is estab-
lished by the National Office the State Di-
rector will approve requests for RA to
projects according to the provisions of this
exhibit. Priority in allocating RA units will
be as follows:

1 Replacement units: The State Director
will distribute or reserve RA units and give
priority to projects needing replacement
units before any initial or additional units
are allocated to other new or operational
projects. The State Director should ascertain
how many RA units are expected to expire in
each Servicing Office during the current fis-
cal year and the first quarter of the fol-
lowing fiscal year.

2 New housing: Any RA units allocated to
the State for new construction will be dis-
tributed on a priority basis in the following
order:

a Applications for RRH and RCH loans
where the market survey information indi-
cates that a large percentage of the prospec-

tive tenants needed RA. When the number of
RA units available is inadequate to cover all
such applications, the units will be distrib-
uted giving priority to those projects having
highest need located in areas identified as
having the greatest need for low-income
housing, and selected for funding in accord-
ance with § 1944.231 of subpart E of part 1944
of this chapter.

b For LH projects, RA units will be allo-
cated by the National Office from the Na-
tional Office reserve on a case-by-case basis
at the time the projects are considered for
funding at the National Office level.

3 Operational housing: When the National
Office provides an allocation for servicing
RA units, the State Director will distribute
them to operational RRH, RCH, and LH
projects based on Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
25, ‘‘Request for Rental Assistance,’’ that
have been submitted by eligible borrowers.
Priority will be given to projects based on
this exhibit and administrative directives
issued by the National Office under the an-
nual RA allocations or other authorizations
or guidelines established through the budget
process. The National Office will notify the
State Director each year of any specific date
by which all requests for RA must be sub-
mitted to FmHA or its successor agency
under Public Law 103–354 for consideration.

V Processing of RA applications. All re-
quests for RA will be processed according to
this paragraph and may be approved by the
State Director.

A Operational projects.
1 A borrower with an eligible project in

which there are tenants paying in excess of
30 percent of their adjusted income for rent
should be encouraged to have on file a Form
FmHA or its successor agency under Public
Law 103–354 1944–25 with the Servicing Offi-
cial to avoid delays in processing future
servicing requests. Once a Form FmHA or its
successor agency under Public Law 103–354
1944–25 is on file at the FmHA or its suc-
cessor agency under Public Law 103–354 Serv-
icing Office, subsequent submittals of the
form will not be necessary to support subse-
quent approvals of RA by FmHA or its suc-
cessor agency under Public Law 103–354. A
separate Form FmHA or its successor agency
under Public Law 103–354 1944–25 will be sub-
mitted for each project. The borrower should
include the following with each request.

a Form FmHA or its successor agency
under Public Law 103–354 1944–29, ‘‘Project
Worksheet for Interest Credit and Rental As-
sistance,’’ with all columns completed for
each tenant in the project. (All Forms FmHA
or its successor agency under Public Law
103–354 1944–8 must be current.)

b Approved or proposed budget for the
year on Form FmHA or its successor agency
under Public Law 103–354 1930–7, ‘‘Multiple
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Family Housing Project Budget,’’ with ex-
hibit A–6 of subpart E of part 1944 of this
chapter attached, when applicable.

2 Prior to the full disbursement of obli-
gated funds on any agreement, a borrower or
approved management agent may submit a
request for replacement RA units. The re-
quest should contain all the material re-
quested in paragraph V A 1 of this exhibit
and should be submitted no later than 3
months prior to the expected full disburse-
ment of obligated funds, to allow time for
processing the request. The number of re-
placement units may not exceed the number
of units that are expiring. Once replacement
units have been requested, additional units
may not be requested until Form FmHA or
its successor agency under Public Law 103–
354 1944–51, ‘‘Multiple Family Housing Obli-
gation-Fund Analysis,’’ is received obli-
gating the replacement units. Form FmHA
or its successor agency under Public Law
103–354 1944–51 requesting the additional
units must be coded sequentially as required
in paragraph V C 5 of this exhibit.

3 The Servicing Official will review the
budget, exhibit A–6 of subpart E of part 1994
of this chapter, Form FmHA or its successor
agency under Public Law 103–354 1944–29, and
Form FmHA or its successor agency under
Public Law 103–354 1944–25 submitted by the
borrower to assure that the items are com-
plete and accurate. The Servicing Official
will complete Form FmHA or its successor
agency under Public Law 103–354 1944–25 and
submit all data provided by the borrower to
the State Director with appropriate com-
ments and recommendations.

B Projects to be funded.
1 Applicants requesting funding for new

projects who are planning to utilize the RA
program, should submit a completed Form
FmHA or its successor agency under Public
Law 103–354 1944–25 to the Servicing Official
when submitting a preapplication or applica-
tion for funding.

2 The number of units of RA requested
should be based on the market data for the
area, the proposed rental rates as reflected
in a budget for the project, and the income
levels of the prospective tenants.

C State Director action on requests for RA.
Only the State Director or delegated mem-
bers of the State Office staff may approve or
disapprove RA requests.

1 Approval actions. When the State Direc-
tor determines that RA can be obligated or
transferred, part III of Form FmHA or its
successor agency under Public Law 103–354
1944–51 for obligation, or Form FmHA or its
successor agency under Public Law 103–354
1944–55, ‘‘Multiple Family Housing Transfer
of Rental Assistance,’’ for transfers, will be
prepared and distributed according to the
Forms Manual Insert (FMI). Form FmHA or
its successor agency under Public Law 103–
354 1944–27, ‘‘Rental Assistance Agreement,’’

will not be executed or amended until the ob-
ligation or transfer is verified by the Fi-
nance Office. The State Office will verify the
obligation or transfer via the computer ter-
minal on the day following the request.

2 Completing RA agreements. When the
State Director verifies that RA units have
been obligated or transferred by the Finance
Office, the State Director will forward a copy
of either Form FmHA or its successor agen-
cy under Public Law 103–354 1944–51 or Form
FmHA or its successor agency under Public
Law 103–354 1944–55 to the Servicing Official.
The Servicing Official will complete Form
FmHA or its successor agency under Public
Law 103–354 1944–27, and attach the appro-
priate copies of Form FmHA or its successor
agency under Public Law 103–354 1944–51 or
Form FmHA or its successor agency under
Public Law 103–354 1944–55 according to the
FMI.

a Initial RA agreements. The Servicing Of-
ficial will prepare the original and two cop-
ies of Form FmHA or its successor agency
under Public Law 103–354 1944–27. When the
project does not have a Form FmHA or its
successor agency under Public Law 103–354
1944–7 in effect, the Servicing Official will
prepare an original and three copies. The
Servicing Official and the borrower will then
execute the originals and all copies of Form
FmHA or its successor agency under Public
Law 103–354 1944–27 and Form FmHA or its
successor agency under Public Law 103–354
1944–7. The forms will be distributed accord-
ing to their FMIs.

b Replacement or modified RA agreements.
When a Form FmHA or its successor agency
under Public Law 103–354 444–27 initiated
prior to May 1, 1985, is replaced or modified,
a new Form FmHA or its successor agency
under Public Law 103–354 1944–27 will be pre-
pared and distributed according to the FMI.
For every replacement or modification on or
after May 1, 1985, the original and all copies
of the affected RA agreement will be noted,
assembled and distributed by the Servicing
Official according to the FMI.

3 Modification of an existing RA agreement.
After any request for a change in the amount
of RA has been obligated, a copy of Form
FmHA or its successor agency under Public
Law 103–354 1944–51 or Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
55 will be attached to Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
27 and distributed according to the FMI. A
new FmHA or its successor agency under
Public Law 103–354 1944–7 is not required.

4 Denial of RA Request.
a If RA funds are available but cannot be

provided due to a determination of ineligi-
bility, the State Director will inform the
borrower, in writing, of the reasons. The bor-
rower will be given appeal rights in accord-
ance with subpart B of part 1900 of this chap-
ter in such cases. When RA funds are not
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available from the State’s allocation or the
National Office Reserve the decision will be
considered nonappealable, however, the deci-
sion is still reviewable, under subpart B of
part 1900 of this chapter.

b Should RA not be available for lack of
appropriation to replace an expiring RA obli-
gation, the State Director will advise the
borrower to notify tenants of the increase to
their contribution to rent following the noti-
fication requirements of exhibit C of this
subpart. Tenants who cannot afford the in-
creased rent shall be given the opportunity
to quit the lease and vacate the project with-
out penalty.

5 RA obligation numbers.
a Each RA obligation will be assigned a

six digit RA obligation number by the Ap-
proving Official as follows:

(1) First two digits—Fiscal year (FY) in
which the funds were obligated (i.e., 85, 86,
etc).

(2) Second two digits—Numbers in sequen-
tial order for each fiscal year starting with
01 (i.e. 93–01, 93–02, 94–01, 94–02).

(3) Third two digits—All obligations will be
coded 00.

b RA obligation obligated before FY 1985
will be coded as follows:

(1) First two digits—FY initial obligation
was made on the project (i.e., 78, 79, 80, etc.)

(2) Second two digits—Relate to the pre-
Automated Multi-housing Accounting Sys-
tem conversion loan number to which the
RA obligation was processed.

(3) Third two digits—Indicate the number
of modifications plus 1. (Form FmHA or its
successor agency under Public Law 103–354
1944–27 with two modifications on September
30, 1984, will be designated ‘‘03.’’)

c The Finance Office will track RA obli-
gations and undisbursed balances by number.

VI Terms of the RA Agreement.
A Effective date. Each Form FmHA or its

successor agency under Public Law 103–354
1944–27 will be effective the first day of the
month in which it is executed. If assistance
is granted to a project under an appeal ac-
cording to paragraph XVI of this exhibit, the
effective date will be retroactive to the first
day of the month in which the assistance was
denied, provided the borrower agrees to
make any appropriate refunds to tenants
who would have been entitled to RA during
the retroactive period.

B Term.
1 Twenty-year RA agreement. Twenty-year

agreements were authorized during the ini-
tial years of the RA program through FY
1982. Twenty-year agreements were re-
stricted to new projects or modifications of
existing 20-year agreements. The agreement
is effective for 20-years from the effective
date of the agreement. This agreement may
be modified or terminated in accordance
with the terms of the RA agreement. The
agreement will expire when the funds obli-

gated for the RA units described in section 1
of Form FmHA or its successor agency under
Public Law 103–354 1944–27 are fully dis-
bursed. This can be any time before or after
the end of the 20-year term. Upon expiration
of the agreement, a replacement agreement
may be executed. If a replacement agree-
ment is considered, it will be for a 5-year pe-
riod.

2 Five-year RA agreement. Five-year agree-
ments may be used for operational projects,
or for new projects when 20-year units are
not available. The agreement shall be effec-
tive for 5 years from the effective date of the
agreement. This 5-year agreement may be
modified or terminated in accordance with
the terms stated on Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
27.

The agreement will expire when the funds
obligated for the RA units described in sec-
tion 1 of Form FmHA or its successor agency
under Public Law 103–354 1944–27 are fully
disbursed. This can be any time before or
after the end of the 5-year period.

3 Modification of RA agreements. Forms
FmHA or its successor agency under Public
Law 103–354 1944–27 may be modified:

a To add or subtract RA units assigned to
the project through obligation, through
transfer from another RA obligation, or as
an incentive to avert prepayment.

b To reinstate a suspended RA obliga-
tion(s) to a new borrower in the same project
after a voluntary conveyance or a fore-
closure and a credit sale within the Multiple
Family Housing (MFH) program; or

c To transfer a suspended RA obliga-
tion(s) to a new borrower and a different
project after liquidation of the project assets
or after the loan is paid in full.

4 Amendment of RA agreements.
a Any existing RA obligation executed

prior to February 15, 1983, which will have a
remaining obligation balance at the end of
the 5-year or 20-year expiration date stated
in section 9, ‘‘Term of the Agreement,’’ may
be modified by the use of Form FmHA or its
successor agency under Public Law 103–354
444–27A, ‘‘Amendment to Rental Assistance
Agreement.’’ The amended agreement will
expire when the obligated funds are fully dis-
bursed.

b Any existing RA agreement on earlier
Form FmHA or its successor agency under
Public Law 103–354 444–27 or exhibit D–2 (of
now obsolete FmHA or its successor agency
under Public Law 103–354 Instruction 444.5)
containing an occupancy standard may be
amended by mutual consent of the borrower
and FmHA or its successor agency under
Public Law 103–354 when a new occupancy
policy for the project is approved according
to paragraph VI D 2 of exhibit B of this sub-
part. To amend the form:

(1) Delete section 5 of the original and the
borrower’s copy and have the deletion dated
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and initialed by the appropriate FmHA or its
successor agency under Public Law 103–354
official and the person(s) authorized to sign
for the borrower.

(2) Type the following statement on the re-
verse of the original agreement and the bor-
rower’s copy and have the statement dated
and initialed by the appropriate FmHA or its
successor agency under Public Law 103–354
official and the person(s) authorized to sign
for the borrower. ‘‘Amended (date) lll by
authority of paragraphs VI B 4 of exhibit E
and VI D 2 a of exhibit B of subpart C of part
1930, chapter XVIII, title 7, Code of Federal
Regulations.’’

5 Replacement RA obligations. Replacement
RA obligation(s) for either 5-year or 20-year
obligations will be for a 5-year period. All re-
quirements in paragraphs VI B 2 and 3 of this
exhibit apply. Expiring RA obligations and
replacement RA obligations may run concur-
rently for a period of 30–50 days so any
undisbursed obligation balance on the expir-
ing RA agreement can be liquidated.

VII Recordkeeping Responsibilities.
A The Finance Office (FO) will track the

use of RA obligation and ensure that RA ob-
ligation is not disbursed or credited to a bor-
rower’s account in excess of the RA obliga-
tion. Quarterly and annually, the FO will
provide the Servicing Official with an RA
payment and obligation status report for
each project. The annual version of this re-
port will be filed in position 2 of the project
case file and maintained indefinitely.

B The Servicing Official will notify the
borrower to apply for replacement RA obli-
gation when the RA undisbursed balance
reaches a level sufficient to cover approxi-
mately 6 months of RA requests. This figure
will be based on the project’s average month-
ly request for RA.

VIII Responsibilities of Borrower in Admin-
istering the RA Program.

The borrower and management agent for
each project receiving RA should fully un-
derstand the responsibilities and require-
ments of carrying out the program. The fol-
lowing guidelines will be followed:

A RA payments will not be made directly
to eligible tenants receiving RA except as
specified in paragraph IX A of this exhibit.
The borrower will maintain an accurate ac-
counting of each tenant’s utility allowance
and payments made to tenants. All other RA
payments will be recorded as a credit to the
tenant’s monthly rental payment.

B The borrower must submit Form FmHA
or its successor agency under Public Law
103–354 1944–8 for each tenant as required in
paragraph VII F of exhibit B of this subpart.

C The incomes reported by the tenants
must be verified by the borrower in accord-
ance with paragraph VII of exhibit B of this
subpart.

D Borrowers utilizing RA must comply
with § 1930.122(b)(1) of this subpart. RA will

not be approved for a project until the oper-
ating budget has been approved by the
FmHA or its successor agency under Public
Law 103–354 State Office or the Servicing Of-
ficial. Servicing Officials, with assistance
from the State Office, must closely supervise
and assist borrowers in complying with all
accounting and management requirements.

E A borrower participating in the RA pro-
gram must have an FmHA or its successor
agency under Public Law 103–354 approved
lease with the assisted household. All leases
must comply with the provisions of para-
graph VIII of exhibit B of this subpart.

F The borrower will be responsible to
FmHA or its successor agency under Public
Law 103–354 for any errors made in the ad-
ministration of the RA program which are
made by the borrower or the borrower’s au-
thorized management agent. Errors in com-
putation or other unauthorized use of RA
will require, at a minimum, the repayment
of any incorrectly advanced RA funds. If the
error or unauthorized use of RA appears to
be deliberate or intentional, the State Direc-
tor will refer the case to the Office of Inspec-
tor General according to FmHA or its suc-
cessor agency under Public Law 103–354 In-
struction 2012–B (available in any FmHA or
its successor agency under Public Law 103–
354 office).

IX Handling Utility Allowances.
A Payment of utilities.
1 When the tenant is billed directly for

utilities, rent paid by the tenant receiving
RA will be the difference between the estab-
lished utility allowance and the portion of
income cited in paragraphs II A 2 a, b, or c
of this exhibit.

2 When utilities are paid by the household
receiving RA and the portion of income cited
in paragraphs II A 2 a, b, or c of this exhibit
is less than the allowance for utilities, the
borrower will pay the household the dif-
ference between the utility allowance and
one of those limits of the household’s ad-
justed monthly income.

3 In a project where the owner pays all
utilities, the tenant rent will be the portion
of income cited in paragraphs A 2 a, b, or c
of this exhibit up to the approved rent for
the rental unit being occupied.

B Determining the allowance. The utility
allowance will be determined and recorded
by the use of exhibit A–6 of subpart E of part
1944 of this chapter.

C Changes in allowances. The utility al-
lowance should be reviewed annually and ad-
justed if there are substantial changes in
utility and public service rates. Allowances
will be adjusted on an annual basis if nec-
essary when the owner submits a new budget
for approval. Changes in utility allowance
which will result in changed rent paid by
tenants will be processed according to ex-
hibit C of this subpart.
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X Method of Payment of RA to Borrower

A Regular monthly RA payments.
1 Borrower responsibilities.
a Any RA due the borrower will be de-

ducted from the balance of scheduled loan
payments, any delinquent payments, and
other charges due on Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
29 and the remaining balance must be sub-
mitted to the Servicing Office by check. If
the RA due the borrower exceeds the balance
of scheduled loan payments, delinquent pay-
ments and other charges, no additional pay-
ment is due from the borrower and an RA
check for the excess will be issued by the FO.

b Each month the borrower must forward
to the Servicing Official a Form FmHA or its
successor agency under Public Law 103–354
1944–29. Any new Forms FmHA or its suc-
cessor agency under Public Law 103–354 1944–
8 must be submitted to the Servicing Office
as required in exhibit B of this subpart. Both
forms must be prepared for each project ac-
cording to the instruction attached to the
respective forms.

2 Servicing Official responsibilities.
a When new Forms FmHA or its successor

agency under Public Law 103–354 1944–8 are
received, the Servicing Official will imme-
diately date stamp each form with the
receival date, review each Form FmHA or its
successor agency under Public Law 103–354
1944–8 and verify that the information con-
tained on the form is complete and correctly
computed based on information contained in
the form.

b When a Form FmHA or its successor
agency under Public Law 103–354 1944–29 is re-
ceived, the Servicing Official will:

(1) Date stamp each form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
29, and review the form and assure that en-
tries are supported by the current form
FmHA or its successor agency under Public
Law 103–354 1944–8.

(2) Enter the payment data via field office
terminals as required in exhibit A to subpart
K of part 1951 of this chapter (available in
any FmHA or its successor agency under
Public Law 103–354 office).

c The Servicing Official should verify the
accuracy of the borrower’s servicing address
shown on the FO record. When the address
shown is incorrect, corrections must be made
on AMAS screen M5A ‘‘Record Borrower/
Project Data’’ via a field computer terminal.

B When a project account is delinquent,
the Servicing Official may agree to release a
portion of the monthly RA for project oper-
ation according to provisions authorized in a
servicing plan developed in accordance with
exhibit F of subpart B of part 1965 of this
chapter (available in any FmHA or its suc-
cessor agency under Public Law 103–354 Of-
fice).

C An RA payment request must be based
on actual occupancy as of the first day of the
month.

XI Assigning RA to tenants

A New project. Applications for occupancy
should be accepted during the construction
phase of the project, after the
preconstruction conference has been held,
and placed on a waiting list. During initial
rent-up period, the following priorities will
apply:

1 Until all the RA units have been as-
signed, a number of apartment units in the
project equal to the number of RA units will
be initially reserved for eligible tenants as
defined in paragraph II A of this exhibit who
qualify for RA, even if there are applications
on other lists that applied earlier. Applica-
tions qualifying for RA will be considered ac-
cording to the priority established by para-
graph XI B of this exhibit, by passing those
applicants on the waiting list whose income
is above the low-income limits for the area.
The remaining units equal to the number of
units that will not be subsidized with RA can
be rented simultaneously to other appli-
cants.

2 If a substantial number of apartment
units reserved to be used with RA units re-
main vacant after initial rent-up and the
borrower could rent those units to applicants
not eligible for RA, the borrower may re-
quest a transfer of unused RA units in ac-
cordance with paragraph XV B 5 of this ex-
hibit. However, applicants not eligible for
RA cannot be selected to occupy units ini-
tially reserved to be used with RA until the
unused RA units are transferred.

3 If there are still vacant units, those ap-
plicants by-passed because they did not qual-
ify for RA will be considered for occupancy
on a first-come, first-served basis.

B Operational RRH and RCH projects. To
determine priority for assigning an available
RA unit in an operational project, the latest
Form FmHA or its successor agency under
Public Law 103–354 1944–29 for the project
must be updated as of the date the unit is
available, assuring that columns 3 through 9
of part II are current and accurate.

1 First priority for assigning RA must al-
ways be given to eligible very low-income
households in the following order:

a Eligible very low-income tenants paying
the highest percentage of adjusted annual in-
come for approved shelter costs.

b Eligible very low-income applicants from
the project waiting list according to the
order provided in paragraph VI H of exhibit
B of this subpart. No eligible tenant house-
hold in the project may be required to move
from the project to allow an applicant on the
waiting list who is eligible for RA to move
in.
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2 Second priority for assigning RA will be
given to eligible households with low-income
in the following order.

a Eligible low-income tenants in the
project paying the higher percentage of ad-
justed annual income for approved shelter
cost.

b Eligible low-income applicants from the
project waiting list. Low-income applicants
will be selected according to paragraph VI H
of exhibit B of this subpart, provided the bor-
rower has satisfied the requirements of para-
graph XI C of this exhibit.

3 Third priority for RA will be given to oc-
cupancy ineligible tenants as described in
paragraph VI D 7 b of exhibit B of this sub-
part living in the project.

4 Eligible tenants receiving the benefits
of RA may continue receiving such benefits
as long as they remain eligible for RA, as the
RA calculation formula shows a moderate in-
come tenant that was initially eligible for
RA as a very low- and/or low-income tenant
who still needs RA and there is an RA agree-
ment in effect.

C Limits on low-income RRH and RCH ap-
plicants who may receive occupancy and RA:

1 When no more very low-income appli-
cants are on the waiting list and RA is avail-
able, eligible low-income applicants may ob-
tain occupancy and receive RA provided
that:

a For projects available for initial occu-
pancy prior to November 30, 1983, no more
when 25 percent of the vacant units receiving
RA may become occupied by low-income ten-
ants other than very low-income tenants.

b For projects available for initial occu-
pancy on or after November 30, 1983, no more
than 5 percent of the vacant units receiving
RA may become occupied by low-income ten-
ants other than very low-income tenants.

2 The borrower may rent units and pro-
vide RA to other than very low-income appli-
cants/tenants in excess of the percentage in
paragraph XI C 1 a and b of this exhibit re-
spectively, only when there are no more very
low-income applicants or tenants available
in the market area. The borrower must have
documentation in its file and available to
FmHA or its successor agency under Public
Law 103–354 for its review to show the efforts
made, and the facts used to determine that
there are currently no more very low-income
applicants in the market area.

D Operational LH projects: Tenants who
meet the definitional requirements of domes-
tic farm laborers found at § 1944.153 of sub-
part D of part 1944 of this chapter shall be as-
signed RA in the following priority order
within the subcategories of priority occu-
pancy established by that subpart:

1 Very low-income.
2 Low-income.
E Assigning RA other than the first of the

month:

1 When a tenant receiving RA vacates be-
fore the end of the month, the RA unit
should be immediately reassigned to another
tenant or an applicant using the priorities
given in paragraph XI B of this exhibit.

2 When RA is assigned to an applicant and
the applicant initially enters the project on
a day other than the first of the month, the
applicant’s tenant contribution for housing
costs will be prorated for the remaining por-
tion of the month the same as if the tenant
was receiving RA. [EXAMPLE: Basic rent of
$200 and the tenants monthly contribution
with RA would be $120, the prorate amount
for 1⁄2 month would be $60.]

3 When RA is assigned to a tenant other
than the first of the month, no adjustment
to their tenant contribution on Form FmHA
or its successor agency under Public Law
103–354 1944–29 for that month will be made.
The borrower will begin to receive reim-
bursement of RA for the tenant as of the
first day of the next month.

4 No adjustment will be made on Form
FmHA or its successor agency under Public
Law 103–354 1944–29 to request additional RA
payment or to refund any excess RA pay-
ment or overage for the previous month
when RA is reassigned other than the first of
the month.

XII RA assigned to wrong household: When
the tenant has correctly reported income
and household size, but RA was assigned to a
household in error, that tenant’s RA benefit
should be canceled and reassigned. Incidents
involving incorrect reporting are addressed
in subpart N of part 1951 of this chapter.

A Before the borrower notifies the tenant,
the borrower or management agent shall re-
view the case with the Servicing Official. If
the Servicing Official verifies that an error
has been made based on information avail-
able at the time the unit was assigned, the
tenant will be given 30 days written notice
that the unit was assigned in error and that
the RA benefit will be canceled effective on
the next monthly rental payment due date
after the end of the 30-day notice period. The
tenant will also be notified in writing that:

1 The tenant has the right to cancel the
lease based on the error made by the bor-
rower and the loss of benefit to the tenant.

2 The RA granted in error will not be re-
captured from the tenant.

3 The tenant may meet with management
to discuss the cancellation and the facts on
which the decision was based. If the facts are
accurate and the tenant cannot produce fur-
ther evidence proving eligibility for RA,
there will be no appeal from the decision. If
the tenant feels there is justification for fur-
ther review, the borrower must give the ten-
ant appeal rights under subpart L of part
1944 of this chapter.

B Reassigning RA. The RA unit will be re-
assigned to the next eligible household,

VerDate 11<MAY>2000 00:58 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00317 Fmt 8010 Sfmt 8010 Y:\SGML\197021T.XXX pfrm09 PsN: 197021T



318

7 CFR Ch. XVIII (1–1–02 Edition)Pt. 1930, Subpt. C, Exh. E

based on Form FmHA or its successor agen-
cy under Public Law 103–354 1944–29 from
which the original priority was established,
when the unit was erroneously assigned. The
RA will not be retroactive unless the reas-
signment was based on an appeal by the ten-
ant. Retroactive RA may not exceed the
project’s remaining RA obligation balance.

XIII RA payment cancellation: When an RA
check must be canceled, the following proce-
dure will be followed:

A Return of the original RA U.S. Treasury
Check: The Servicing Office will prepare
Form FmHA or its successor agency under
Public Law 103–354 1944–53, ‘‘Multiply Family
Housing Cancellation of U.S. Treasury Check
and/or Obligation’’ as specified in the FMI
and mail it to the MFH unit in the FO.

B Return of all or a portion of the monthly
RA payment or refund of RA previously ad-
vanced: A check from the borrower made
payable to FmHA or its successor agency
under Public Law 103–354 will be submitted
to the MFH unit in the FO on Form FmHA
or its successor agency under Public Law
103–354 1944–53, completed according to the
FMI.

XIV Terminating existing RA agreements ob-
ligated in prior and/or current FYs.

A When a project’s obligated funds are
fully disbursed under any given RA obliga-
tion number, RA will be automatically ter-
minated by the FO and no further RA re-
quests will process against the RA obligation
number. The Servicing Official must monitor
these balances through field office terminals
and AMAS Report No. 513–C. The Servicing
Office will modify Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
27 according to the FMI to indicate that a
termination has occurred. The Servicing Of-
ficial will notify the borrower in writing
that the obligation under the RA obligation
number has expired and the RA obligation
number must be stricken from the agree-
ment.

1 For all RA obligations before FY 1985. RA
is considered fully disbursed by the FO when
all RA funds obligated before FY 1985 are dis-
bursed.

2 For all RA obligations after FY 1984. RA is
considered fully disbursed by the FO when
all RA funds obligated in a particular FY are
disbursed. This includes RA transferred from
a different MFH project.

3 When a Form FmHA or its successor
agency under Public Law 103–354 1944–27 con-
sists of several different obligations (Form
FmHA or its successor agency under Public
Law 103–354 1944–51, part III, or Form FmHA
or its successor agency under Public Law
103–354 1944–55) identified by different RA ob-
ligation numbers, and the obligations will
not be fully disbursed at the same time, only
those RA obligation numbers with fully dis-
bursed obligation will be terminated.

B Prior to full disbursement of obligated
funds:

1 Prior FY obligations. Prior FY obliga-
tions will not be terminated. They will be
suspended by the State Director using proce-
dures in paragraph XV of this exhibit.

2 Current FY obligations. The State Direc-
tor is authorized to terminate RA obligation
prior to the disbursement of obligated funds
if the funds were obligated during the cur-
rent FY. The undisbursed funds for the RA
obligation will be returned to the current FY
obligation authority.

XV Suspending or transferring existing RA.
A RA may be suspended or transferred ac-

cording to the requirements for each situation
described in paragraph XV B of this exhibit and
the following:

1 Suspension.
a The State Director may approve a sus-

pension of a project’s RA agreement and ob-
ligation as a result of the servicing actions
described in paragraphs XV B 2, 3, and 4 of
this exhibit. The State Director will main-
tain records and control of the suspended
RA.

b The State Director or Servicing Office
will notify the borrower in writing, stating
the reason(s) the RA is suspended.

c The Servicing Office will put a suspend
code on the account. This is done on the M5A
‘‘Record Borrower/Project Data’’ screen in
AMAS using Suspend Code 7. After suspen-
sion, only RA payments described in para-
graph XV B 4 of this exhibit will be processed
by the Servicing Office.

d The State Director may approve rein-
statement of the RA to the same borrower in
the same project. After approval, the Serv-
icing Office will remove the suspend code
from the project using the M5A screen.

e The State Director may reinstate the
RA to the same borrower in the same project
by removing the suspend code from the M5A
screen through field office terminals.

2 Transfer.
a Only the State Director may approve an

RA transfer.
b RA may be transferred to any borrower

with an RA eligible project according to the
priorities established by this exhibit or the
National Office.

c AMAS will determine the per unit value
of the RA obligation being transferred by di-
viding the undisbursed balance of the RA ob-
ligation on the date the transfer is processed
by the number of RA units in the agreement.
The number of units being transferred times
the per unit value equals the total amount
transferred. After the transfer processes the
State Director should enter the dollar
amount of the transfer in the Remarks area
of Form FmHA or its successor agency under
Public Law 103–354 1944–55.

d RA units identified by different RA ob-
ligation numbers may be transferred. New
RA obligation numbers should be assigned
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according to the FMI for Form FmHA or its
successor agency under Public Law 103–354
1944–55.

e All or any portion of the units in an RA
Agreement with an undisbursed balance may
be transferred by the State Director.

f When the State Director approves an RA
transfer, Form FmHA or its successor agen-
cy under Public Law 103–354 1944–55 com-
pleted according to the FMI, will be used to
notify the FO except as noted in paragraph
XV B 1 of this exhibit.

g Form FmHA or its successor agency
under Public Law 103–354 1944–27, with Form
FmHA or its successor agency under Public
Law 103–354 1944–55 attached, will be com-
pleted according to the FMI for each trans-
feree. The transferee may use the transferred
units effective the first day of the month in
which the transfer is approved.

h The transferor’s Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
27 will be modified by attaching a copy of
Form FmHA or its successor agency under
Public Law 103–354 1944–55 according to the
FMI to indicate that a portion of the agree-
ment has been transferred. When all the RA
units on a RA agreement have been trans-
ferred, the transferor’s present agreement
will be so documented.

B RA may be suspended and/or transferred
in the following situations according to the fol-
lowing directions:

1 RA transfer accompanying a project trans-
fer. When a project is transferred to an eligi-
ble borrower, the transferee may assume the
transferor’s liquidated RA obligation(s).
Form FmHA or its successor agency under
Public Law 103–354 1944–55 will be forwarded
to the FO attached to Form FmHA or its
successor agency under Public Law 103–354
1965–10, ‘‘Information on Assumption of Mul-
tiple Family Housing Loans,’’ as required in
§ 1965.65(c)(11) of subpart B of part 1965 of this
chapter.

2 Suspension and transfer after a voluntary
conveyance or foreclosure sale. When a project
with RA is voluntarily conveyed to the Gov-
ernment or acquired by foreclosure sale, the
RA obligation will be automatically sus-
pended under the borrower’s name when the
FO processes Form FmHA or its successor
agency under Public Law 103–354 1965–19,
‘‘Multiple Family Housing Advice of Mort-
gaged Real Estate Acquired.’’ These units
will be held in suspense until the final dis-
position of the acquired property has been
determined. During the inventory period ten-
ants will pay 30 percent of their income for
rent. Tenants entitled to reimbursement for
utilities will be paid from project income.

3 Suspension and transfer after a liquidation
or prepayment.

a When a project with RA is liquidated
through sale outside of the program or the
loan is paid in full, the RA will be suspended
and, subsequently, transferred to a different

FmHA or its successor agency under Public
Law 103–354 financed project in accordance
with paragraph XV B 3 b of this exhibit, if
applicable, or if not, to another project at
the State Director’s discretion.

b When a tenant receiving RA is, or will
be, displaced from an FmHA or its successor
agency under Public Law 103–354 project due
to prepayment or liquidation, the RA the
tenant was receiving will be transferred, or
suspended and transferred, to any other
FmHA or its successor agency under Public
Law 103–354 project, regardless of location, to
which the displaced tenant moves. That ten-
ant will be given first priority for a unit of
RA, regardless of other priorities for the RA,
if all the following conditions are met:

(1) The borrower is eligible to receive and
administer RA.

(2) The tenant is eligible to occupy the
project and to receive RA.

(3) The tenant had taken all the following
steps to insure eligibility to receive priority
for the unit of RA:

(i) Had been placed on at least one waiting
list for a FmHA or its successor agency
under Public Law 103–354 project with a Let-
ter of Priority Entitlement.

(ii) Moved to the project as soon as the
name was reached on a waiting list, even if
it meant temporarily occupying an ineligible
unit. The ineligiible unit may not differ from
the one for which the tenant is eligible by
more than one bedroom.

(iii) Moved to an eligible unit as soon as
one was available.

(4) The RA has not previously been trans-
ferred for the tenant’s current displacement.

c Procedures for transferring RA and
modifying RA agreements outlined in para-
graphs VC and XVA2 of this exhibit will be
followed, but the receiving project borrower
need not submit Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
25 if the RA was received as a result of the
occupancy of a displaced tenant.

4 Suspension and transfer or reinstatement
due to a servicing action.

a When servicing a project’s account ac-
cording to § 1965.85 of subpart B of part 1965
of this chapter and the account has been ac-
celerated:

(1) The RA will be suspended to the extent
that no payments will be credited to the
project’s account. Interest credit will be
credited to the project’s account until the
appeal period for the acceleration has ex-
pired. After the expiration of the appeal pe-
riod, if it is determined that foreclosure will
proceed, the interest credit will be cancelled
as of the last day of the month in which the
appeal period expired. RA will be automati-
cally suspended by the interest credit can-
cellation.
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(2) That portion of the monthly RA not
needed to pay the project monthly install-
ment and other charges as specified in para-
graph VIII of exhibit A to subpart K of part
1951 of this chapter (available in any FmHA
or its successor agency under Public Law
103–354 office) may be processed and returned
to the project operating account to maintain
project operation.

(3) RA agreements expiring during the ac-
celeration and appeal process may be re-
newed in order to continue payment of RA as
described in paragraph XVB4a (2) of this ex-
hibit.

b After final disposition of the accelera-
tion, expiration of the appeal and redemp-
tion period of the defaulting borrower the
RA will be:

(1) Transferred with a credit sale. If the
project is sold through a credit sale to an eli-
gible borrower within the program, the sus-
pended RA should be transferred from the
previous borrower’s case number and project
number to the new case number and project
number. Form FmHA or its successor agency
under Public Law 103–354 1944–55 will be at-
tached to Form FmHA or its successor agen-
cy under Public Law 103–354 1965–20 ‘‘Mul-
tiple Family Housing Advice of Mortgaged
Real Estate Sold,’’ when it is sent to the FO,
or

(2) Transferred to a different project when the
defaulting project is sold outside the program.
When the suspended RA is not needed for the
project after the credit sale or other disposi-
tion of the acquired property, the State Di-
rector should transfer the RA to a different
project or projects as provided in paragraph
XVA2 of this exhibit, or

(3) Reinstated to the same project when
the defaults are corrected and the State Di-
rector reinstates the borrower’s account.

c The borrower will be apprised of the ap-
peal rights available under subpart B of part
1900 of this chapter upon notification of the
pending suspension. The suspension will not
be effective until these appeal rights have
been exhausted.

5 Transfer of unused RA. When RA is un-
used after initial rent-up and not needed be-
cause of a lack of eligible potential tenants
in the area, all or a portion of it may be
transferred when the State Director deter-
mines that the following conditions have
been met:

a The borrower describes the efforts made
to market the subsidized units and further
demonstrates that:

(1) The market survey indicated there
should be a significant need for rental hous-
ing by households in the market area that
would have required RA for occupancy, but
all or a substantial portion of the RA units
available remain unused after a 2-year period
since initial availability. The borrower
must:

(i) Document the efforts made to market
the project to RA eligible applicants;

(ii) Demonstrate that the waiting list does
not contain RA eligible applicants and the
project is not occupied by RA eligible ten-
ants who do not receive RA; and

(iii) Certify that project management has
not used a policy of discouraging RA eligible
households from applying for or obtaining
tenancy in the project.

(2) Rent increases anticipated for the fol-
lowing 2 years will not prompt a request for
RA according to the provision of exhibit C of
this subpart.

b The Servicing Official recommends the
RA transfer after reviewing documentation
submitted by the borrower and finding that
the applicable conditions of paragraph XV B
5 of this exhibit have been met.

c If, after the end of the initial year of a
RA agreement, the borrower has not used a
portion of the RA units for any ensuing con-
secutive 12-month period, the State Director
may transfer the number of unused units,
minus at least one, to another project with-
out the borrower’s request. If the remaining
unit(s) remains unused after an additional
12-month period, the State Director may au-
thorize its transfer to another project. This
would apply only if the current agreement is
on form FmHA or its successor agency under
Public Law 103–354 1944–27 and when:

(1) The borrower has made the efforts de-
scribed in paragraphs XV B 5a (1)(i), (ii), and
(iii) of this exhibit to market the project to
tenants needing RA, or if the borrower’s fail-
ure to use RA has resulted in an acceleration
of the loan account.

(2) The Servicing Official has reviewed the
project occupancy list, waiting list, past RA
usage, and any other data available and
verified that there is no apparent RA needs
in the project.

(3) The State Director has notified the bor-
rower at least 30 days in advance of FmHA or
its successor agency under Public Law 103–
354’s intent to transfer the RA units and has
given the borrower appropriate appeal rights
in accordance with subpart B of part 1900 of
this chapter.

(4) If the borrower appeals the decision, the
appeal is resolved in accordance with subpart
B of part 1900 of this chapter before any
transfer action is taken.

(5) The transfer will be completed in ac-
cordance with paragraph XV A 2 of this ex-
hibit.

6 Transfer due to an unclosable loan. When
RA will be unused because the loan to which
it was obligated will not be closed, or the RA
agreement is not signed, the RA obligation
may not be transferred except as provided
under the conditions of § 1944.235 (b) of sub-
part E of part 1944 of this chapter. However,
if this situation occurs during the same FY
of obligation, the obligation should be can-
celled and reobligated immediately using
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current authorities. Obligations from prior
FY must be canceled and will be lost unless
the conditions of § 1944.235 (b) of subpart E of
part 1944 of this chapter exist.

XVI Rights for appeal if RA is not granted
or is cancelled by FmHA or its successor agency
under Public Law 103–354.

A Borrowers who have requested RA in
writing and are denied such assistance due to
a determination of ineligibility by FmHA or
its successor agency under Public Law 103–
354, or when RA is cancelled, will be notified
in writing of the specific reasons why they
have been denied RA and will be notified of
their appeal rights in accordance with sub-
part B of part 1900 of this chapter.

B If at any time a borrower or a house-
hold is granted RA under an appeal, the bor-
rower or household will receive the next
available RA unit.

C Borrower denial of RA to tenants will
be handled according to subpart L of part
1944 of this chapter.

XVII Forms and exhibits. Exhibit A–6 to
subpart E of part 1944 of this chapter and
Form FmHA or its successor agency under
Public Law 103–354 1944–7 are to be used in
determining the amount of RA to be pro-
vided.

[58 FR 40868, July 30, 1993, as amended at 62
FR 25065, 25066, May 7, 1997]

EXHIBIT F TO SUBPART C—FARMERS
HOME ADMINISTRATION OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW
103–354 MULTIPLE FAMILY HOUSING
SUPERVISORY VISIT—PRE-VISIT
WORKSHEET

Purpose and Use of This Document

Use this document to help organize infor-
mation and plan for a supervisory visit, com-
pliance review, and physical inspection. It
should be completed far enough in advance
so that all relevant concerns and issues sur-
rounding project operations are known and
considered prior to the site visit.

Appropriate Servicing Office staff should
examine the project casefile, consult with
coworkers, and review any outstanding
issues raised by FmHA or its successor agen-
cy under Public Law 103–354’s most recent
annual review of project operational and fi-
nancial status. Other relevant issues may be
obtained from a variety of sources such as
ongoing tenant certification or payment
processing concerns, Automated Multi-hous-
ing Accounting System (AMAS) status, cor-
respondence from tenants or project manage-
ment, or other issues contained in the run-
ning record.

Use your available tracking systems,
AMAS, FOCUS, or Multi-housing Tenant
File System (MTFS) to gather statistical in-
formation relevant to this document and the

visit, to help define current project status
and to determine if that status falls within
acceptable FmHA or its successor agency
under Public Law 103–354 norms for occu-
pancy or financial operations.

Thoroughly review the management plan
and management agreement to assure that
the management practices at the project are
in accordance with FmHA or its successor
agency under Public Law 103–354 procedure
and with the way project management has
agreed to operate.

You should use the random sampling tech-
nique contained in exhibit F–1 of this sub-
part to establish a sample of tenants for con-
ducting tenant file reviews, interviews and
apartment unit reviews, or wage matching.
You may use an alternative sampling tech-
nique; however, you must fully explain any
alternative sampling techniques on this doc-
ument. Also, you may supplement your ran-
dom sample with additional tenants that ap-
pear to represent unique occupancy or
verification situations.

You may contact tenants to advise them of
your visit and provide them the opportunity
to express their view of project operations.
Exhibit F–2 of this subpart may be used for
this purpose.

FMHA OR ITS SUCCESSOR AGENCY UNDER PUB-
LIC LAW 103–354 MFH SUPERVISORY VISIT—
PRE-VISIT WORKSHEET

Project name:
llllllllllllllllllllllll

Borrower name:
llllllllllllllllllllllll

Borrower ID and project number:
llllllllllllllllllllllll

Project location:
llllllllllllllllllllllll

Project management:
llllllllllllllllllllllll

FmHA or its successor agency under Public
Law 103–354 visit to be completed by:
llllllllllllllllllllllll

General information.
Visit Date: ( – – ) Bor/Mgt notified of

visit: ( – – ) lllll

Tax Credit Eligible: (y)(n) Number of Sec. 8
Units: lllll

Project Type: (RRH)(RCH)(LH) Number of
RA Units: lllll

Latest tenant termination notice attached:
(y)(n)(na) lllll

Project’s latest tenant grievance attached:
(y)(n)(na) lllll

Current tenant information for supervisory
visit.
[Latest MTFS project worksheet attached.

As of: ( – – )] lllll

Total Units: llllll

Vacant Units: llllll

Overburdened Tenants: llllll

Tenants Receiving RA: llllll

Unused RA Units: llllll
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Expired Certifications: llllll

Current tenant information for compliance
review.
[Latest MTFS documentation attached. As

of: ( – – )] llllll

Tenants by race national origin code.
White, Non-Hispanic: llllll

Black, Non-Hispanic: llllll

Asian, Pacific Island: llllll

American Indian, Alaska Native: llllll

Hispanic: llllll

Tenants by Sex.
Male, single member household: llllll

Female, single member household:
llllll

Family (nonsingle member) household:
llllll

Tenants by handicapped/disability status.

Designated handicapped household member:
llllll

Designated disabled household member:
llllll

Number of designated handicapped units:
llllll

Number of designated handicapped units oc-
cupied by a handicapped or disabled house-
hold member: llllll

REVIEW OF CURRENT DOCUMENTATION

Date of most recent action or approval: (Enter date)

Outstanding concerns:
(Check if yes, and explain

briefly in Comments
below)

1. (ll ll ll) Supervisory Visit .................................................................................................. lllllll

2. (ll ll ll) Physical Inspection of Property ........................................................................... lllllll

3. (ll ll ll) Compliance Review ............................................................................................. lllllll

4. (ll ll ll) Management Plan ............................................................................................... lllllll

5. (ll ll ll) Management Agreement ..................................................................................... lllllll

6. (ll ll ll) Affirmative Fair Housing Marketing Plan ............................................................. lllllll

7. (ll ll ll) Lease ................................................................................................................... lllllll

8. (ll ll ll) Occupancy Rules ................................................................................................ lllllll

9. (ll ll ll) Rent Change ....................................................................................................... lllllll

10. (ll ll ll) Energy Audit and Implementation Plan ............................................................. lllllll

Comments:
Other operational or financial concerns:
Additional documentation for the upcom-

ing visit:
Most recently completed exhibit A–2 of this

subpart attached: (y)(n)(na)
Most recently approved Form FmHA or Its

Successor Agency Under Public Law 103–
354 1930–7 Multiple Family Housing Project
Budget attached: (y)(n)
Tenants selected for tenant file review:

Name and unit number
llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

Tenants selected for interview and apart-
ment unit review (if other than above):
Name and unit number
llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

Tenants selected for wage match (if other
than above):
Name and unit number
llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

Tenant data review actions:

Reviewed tenant records & selected tenant
sample: ( – – )

Tenant list sent to State Office for wage
match: ( – – )

Final Report to file, borrower,HUDetc.: ( –
– )

Exhibit F–1 (of this subpart) process used to
select tenant sample: (y)(n)

Explanation of other sampling process at-
tached: (y)(n)(na)

EXHIBIT F–1 TO SUBPART C—SUGGESTED
RANDOM SAMPLING TECHNIQUE FOR
TENANT REVIEWS

Enter information to be used in the sam-
pling calculation.
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A. lll Total number of revenue producing
units.

B. lll Percentage of units to be reviewed
(based on Servicing Office preference for
sample size, expressed as a decimal, for ex-
ample .10 for 10 percent or .50 for 50 per-
cent).
NOTE: At least six tenant households will

be sampled or 100 percent of all households
for projects having six or fewer units.

Determine the sample size.
C. lll (A times B)

Determine the sampling ‘‘interval.’’
D. lll (A divided by C)

Determine the ‘‘starting point’’ of the sam-
ple.
E. lll (the last digit of the current cal-

endar year)
Sampling process.
Using the most current project worksheet,

start selecting tenants with the tenant at
the ‘‘starting point’’ (E) and select every
tenant on the worksheet at the ‘‘interval’’
(D). To assure that you have a full sample
(C), you may need to ‘‘wrap around’’ the
project worksheet.

For example:
A 24-unit project is to be visited. Based on

the June 1, 199X, project worksheet, a 25 per-
cent sampling will be used.

A. Total number of units is 24
B. Percentage to be reviewed is ‘‘.25’’
C. Sample size is 6
D. Interval is 4
E. Starting point is X year digit

Starting with the second tenant on the
project worksheet, every fourth occupied
unit will be selected for the sample.

EXHIBIT F–2 TO SUBPART C—SUGGESTED
FORMAT FOR A PRE-VISIT TENANT
CONTACT LETTER

Date
Name
Address
Dear Tenant:

The Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 of the United States Department
of Agriculture (USDA) financed the apart-
ment project where you now live. At least
once every three years, FmHA or its suc-
cessor agency under Public Law 103–354
makes a site inspection and management re-
view. The purpose of the visit is to help as-
sure that this FmHA or its successor agency
under Public Law 103–354 financed project is
being operated in accordance with Federal
laws and regulations.

Our next visit is scheduled for lllll at
approximately lllll. We would appre-
ciate knowing any questions, comments, or
concerns that you would like to share with

us regarding your occupancy. We may be
able to talk to you directly during the visit,
or you may want to contact us before the
visit at:
(Insert Servicing Office Address)

Some of the issues FmHA or its successor
agency under Public Law 103–354 reviews dur-
ing the visit are to determine: if fair and
equal access is provided to apartments in
your project; if outstanding maintenance, re-
pair, or security concerns exist; how income
is verified or certified; and if occupancy
charges are at FmHA or its successor agency
under Public Law 103–354 approved levels.

Your response to this letter is completely
voluntary. We appreciate your assistance.

Sincerely,
Servicing Official

EXHIBIT G TO SUBPART C—FARMERS
HOME ADMINISTRATION OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW
103–354 MULTIPLE FAMILY HOUSING
SUPERVISORY VISIT—SUMMARY OF
FINDINGS

Project name:
llllllllllllllllllllllll

Borrower name:
llllllllllllllllllllllll

Borrower ID and project number:
llllllllllllllllllllllll

Date of visit:
llllllllllllllllllllllll

Persons interviewed:
llllllllllllllllllllllll

FmHA or its successor agency under Public
Law 103–354 visit completed by:
llllllllllllllllllllllll

Purpose and use of This Document

This document summarizes the findings
obtained during the subject supervisory
visit. Information is collected directly by
the FmFA reviewer on this form or summa-
rized from information obtained from any of
the following sources:
1. Pre-visit worksheet (Exhibit F of this sub-

part)
2. A concurrent compliance review
3. A concurrent project physical inspection
4. Tenant file reviews
5. Tenant interviews & unit reviews
6. Tenant wage matching findings
7. FmHA or its successor agency under Pub-

lic Law 103–354 docket information
8. Any other relevant document or work-

sheet
FmHA or its successor agency under Pub-

lic Law 103–354 will review the project file
and any other project management docu-
mentation prior to the visit to identify areas
of concern.

The FmHA or its successor agency under
Public Law 103–354 reviewer may prepare
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questions in advance to draw responses from
project management or tenants that will en-
able FmHA or its successor agency under
Public Law 103–354 to answer the question on
the supervisory visit forms. The questions
should be prepared to allow the respondent
to describe how tasks or functions are per-
formed (i.e., who, what, when, where, or
why), rather than ‘‘do you do this.’’

The findings are listed to highlight areas
of project management and operation activi-
ties as they relate to the project manage-
ment plan as described in exhibit B–1 of this
subpart.

Concerns resulting from this supervisory
visit may be used as a basis for requiring im-
proved borrower/project management per-
formance.

Status/Analysis (Indicate Yes, No, or Not
Applicable)

1. Identity of interest (IOI) and relation-
ship of borrower, management agent and
suppliers.
ll Borrower and management agent IOI

properly disclosed.
ll Borrower & material/services suppliers

IOI properly disclosed.
ll Management Agent & material/services

suppliers IOI properly disclosed.
ll Are IOI provided management, material

and services comparable in cost, quality or
scope to ‘‘arms-length’’ transactions?
Comments:
2. Personnel policy and staffing.

ll Personnel policy and staffing per man-
agement plan.
Comments:
3. Marketing and Occupancy.
Signs and posters compliance.

ll Project sign.
ll Equal Housing LOGO on sign.
ll Handicapped LOGO at handicapped

parking space.
ll Sign indicates where to apply for hous-

ing.
ll Equal Housing Opportunity posters visi-

ble.
ll ‘‘. . .and Justice for All’’ posters visible.

Affirmative marketing.
ll Affirmative Fair Housing Marketing

Plan (AFHMP) available for review.
ll AFHMP signed and dated by authorized

FmHA or its successor agency under Pub-
lic Law 103–354 official.

ll Advertising documented (Attach cop-
ies).

ll Race/Ethnic composition of the project
reflects market area.

Applications Management/Occupancy Policy

ll Applications accepted at project.
ll Applications accepted from anyone.
ll Proper documentation of applicant con-

tacts.

ll Proper written documentation of with-
drawn/rejected applicants.

ll Applicants on waiting list. Number:
llll.

ll Applicants with a Letter of Priority.
Number: llll.

ll Tenant file review indicates proper ap-
plication maintenance.

ll Waiting list meets 1930–C requirements.
ll Most recent tenant selection met 1930–C

requirements.
ll Correct priorities for selection followed.
ll Marketing and occupancy policy per

management plan.
ll Occupancy ineligible tenants properly

admitted.
ll Occupancy ineligibles are placed on a

unit transfer list.
ll Occupancy ineligibles have appropriate

lease clauses.
Achieving full occupancy.

ll Tenant vacancy percentage is within an
acceptable range.

ll Tenant turnover rate is within an ac-
ceptable range.

ll Tax credit eligibility is not affecting
project viability.

ll Marketing incentives are used to attract
tenants.
Comments:
4. Determining eligibility and adjusted in-

come.
ll Income included or excluded correctly.
ll Frequency and timing of verification is

correct.
ll Manager believes tenant provided data

is accurate & complete.
ll Form FmHA or its successor agency

under Public Law 103–354 1944–29, updated
before rental assistance (RA) is assigned.

ll All qualified households listed on the
updated Form FmHA or its successor agen-
cy under Public Law 103–354 1944–29.

ll RA assignment policy meets 1930–C, ex-
hibit E requirements.

ll Most recent tenant RA assignment met
1930–C, requirements.

ll Tenant file review indicates income/sta-
tus correctly verified.

ll Tenant file review indicates income/in-
formation correct on Form FmHA or its
successor agency under Public Law 103–354
1944–8, ‘‘Tenant Certification.’’.

ll Tenant file review indicates proper re-
certification notice.

ll Determining eligibility & adjusted in-
come per management plan.

ll Site manager’s income verified by third
party when appropriate.
Comments:
5. Leasing and occupancy policies.

ll Tenants placed in units according to oc-
cupancy standards.

ll Tenant lease prepared by project site
manager.
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ll Tenant file review indicates rent is prop-
erly determined.

ll Tenant file review indicates correct
lease maintenance.

ll Tenant file review indicates FmHA or
its successor agency under Public Law 103–
354 approved lease used.

ll Tenant file review indicates FmHA or
its successor agency under Public Law 103–
354 approved occupancy rules.

ll Leasing and occupancy policies per man-
agement plan.

Comments:

6. Rents, occupancy charges, and occu-
pancy surcharges.

ll Utilities paid by tenants correspond to
FmHA or its successor agency under Pub-
lic Law 103–354 approved levels.

ll Tenants do not pay additional utility
fees or charges.

ll Actual costs for tenant utilities verified
annually.

ll Tenant rent payments accepted and
tracked on site.

ll Rent payments on site are adequately
protected.

ll Tenants receive appropriate evidence of
cash payment.

ll Rent and occupancy charge policy per
management plan.

ll Tenant security deposit processing per
management plan.

ll Application fees per 1930–C and manage-
ment plan.

Comments:

7. Rent changes.

ll Rents and utility allowances charged
are FmHA or its successor agency under
Public Law 103–354 approved.

ll Most recent rent change per 1930–C and
management plan.

ll Most recent utility allowance per 1944–E
and management plan.

Comments:

8. Maintenance, Repair, and Replacement.

ll Maintenance per management plan.
ll Routine repair and replacement per

management plan.
ll Routine unit inspection per manage-

ment plan.
ll Services (i.e., exterminating) provided

per management plan.
ll Security services provided per manage-

ment plan.
ll Followup needed on exterior items in-

spected.
ll Followup needed on energy efficiency

items inspected.
ll Followup needed on interior items in-

spected.
ll Followup needed on miscellaneous items

inspected.
ll Followup needed on individual units in-

spected.

ll Capital improvements needed, planned
and reserve account use plan updated.
Comments:
9. Supplemental Services.

ll Laundry and vending machines operated
per management plan.

ll Laundry and vending proceeds handled
per management plan.
Comments:
10. Accounting, Recordkeeping, and FmHA

or its successor agency under Public Law
103–354 Reporting.

Project Records

ll Project O&M expenses appear per ap-
proved Form FmHA or its successor agen-
cy under Public Law 103–354 1930–7.

ll Project capital expenses appear per ap-
proved Form FmHA or its successor agen-
cy under Public Law 103–354 1930–7.

ll Project revenue appears per approved
Form FmHA or its successor agency under
Public Law 103–354 1930–7.

ll Project account information reviewed,
balances obtained:
Reserve account: llll

General operating account: llll

Tax and insurance escrow: llll

Tenant security deposit account: llll

ll Accounts are kept per 1930–C and man-
agement agreement.

ll Funds are protected by a Federal agency
or bank collateral.

ll Bookkeeping location per management
plan.

ll Project financial information main-
tained per management plan.

ll Project is operated as part of a ‘‘consoli-
dated’’ project.

ll If operations are consolidated, arrange-
ment per 1930–C.

ll Internal control conducted per manage-
ment plan.

ll Do multiple accounts by borrower or
management entity in one bank exceed
collateral limits.

Tenant Records

ll Current tenant files retained for 3 years.
ll Former tenant and rejected applicant

files retained 3 years.
ll Privacy of tenant files adequately pro-

tected.
ll Tenant files maintained per manage-

ment plan.
Comments:
11. Energy conservation measures and

practices.
ll Implemented feasible measures identi-

fied by energy audit.
ll Physical inspection recommends further

energy conservation.
ll Physical inspection recommends more

tenant education efforts.
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Comments:
12. Tenant participation and relationship

with management.
ll Tenant appeals since last visit. Number

llll.
ll Tenants are being informed of their ap-

peal rights.
ll ‘‘FmHA or its successor agency under

Public Law 103–354 Instruction 1944–L’’
posted for review by tenants.

ll Standing hearing panel for the project.
ll Records maintained of settlements and

hearings.
ll Project management is responsive to

tenant grievances.
Comments:
13. Management training programs.

ll Site manager training per management
plan.

ll Site manager has received FmHA or its
successor agency under Public Law 103–354
requirements training.

Date of last FmHA or its successor agency
under Public Law 103–354 requirements
training: (ll-ll-ll)

ll Site manager ‘‘certified’’ from an FmHA
or its successor agency under Public Law
103–354 recognized source.

ll Equal Opportunity training per AFHMP.

Comments:

14. Termination of leases and eviction.

ll The latest tenant termination was prop-
erly conducted.

ll The latest eviction was properly con-
ducted.

ll Is termination and eviction per 1930–C
and management plan.

Comments:

15. Management agreement plan and
project operations.

ll Project uses the management plan as a
working document.

ll The management plan accurately de-
scribes project operations.

ll The management agreement accurately
describes project operations.

ll Indication of an unreported change to
insurance coverage.

ll Indication of an unreported change to fi-
delity coverage.

ll Indication of unreported change to man-
agement.

ll Indication of unreported change to bor-
rower entity.

Comments:

16. Management compensation.

ll Management fee paid per management
agreement.

Comments:

17. On-site management.

ll Site manager compensation per manage-
ment plan and agreement.

ll Site manager’s unit operated per man-
agement plan.
Date current site manager hired: (ll-ll-

ll)
Comments:

FmHA or its successor agency under Public
Law 103–354 MFH Supervisory Visit—Con-
clusions and Recommendations

Listed below are the major findings of the
supervisory visit, compliance review, and
physical inspection of the project, and any
followup actions required by the Servicing
Office.

FmHA or its successor agency under Public
Law 103–354 MFH Supervisory Visit—Rating

Above Average ll Satisfactoryll Below
Averagell Unsatisfactoryll

Next follow-up needed (Letter, telephone,
etc.) llllllllllllllllllll

Next scheduled review lllllllllll

FmHA or its successor agency under Public
Law 103–354 MFH Supervisory Visit—Addi-
tional Rural Cooperative Housing Ques-
tions

ll The cooperative treasurer has received
relevant training.

ll The board of directors considers and
acts on new member applications.

ll Applicants are screened for suitability
before being placed on the waiting list.

ll There are signed ‘‘What is Cooperative
Housing?’’ forms indicating the member
recognizes and accepts the responsibilities
associated with cooperative living.

ll Cooperative members perform mainte-
nance functions.

ll Maintenance functions are contracted
out. Explain:

ll The borrower cooperative is working
with FmHA or its successor agency under
Public Law 103–354.

ll The board of directors holds monthly
meetings.

ll There is an agreement with the adviser.
ll The adviser to the board attends each

meeting.
ll It appears that the board has control

over the cooperative’s operations.
ll The cooperative has active committees.

What are the committees and how many
members on each?

llllllllllll llll

llllllllllll llll

llllllllllll llll

llllllllllll llll

llllllllllll llll

llllllllllll llll

How often do the committees meet?
llll
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ll A board member attends committee
meetings.

ll Management agreements and contracts
are being followed.

Comments:

FmHA or Its Successor Agency Under Public
Law 103–354 MFH Supervisory Visit—Addi-
tional Labor Housing Questions

ll In the case of on-farm LH, the housing
is serving eligible farm laborers employed
by this LH borrower.

ll Borrower is ( ) charging, or ( ) not
charging rent in accordance with their
FmHA or its successor agency under Pub-
lic Law 103–354 approved budget.

ll Properly verifying farm labor employ-
ment.

ll Properly determining ‘‘substantial’’ por-
tion of income from farm labor.

Comments:

FmHA or Its Successor Agency Under Public
Law 103–354 MFH Supervisory Visit—Addi-
tional Congregate Housing or Group Home
Questions

ll Project provides a basic services pack-
age to tenants.

ll Project provides optional services pack-
age to tenants.

ll Meals provided per service agreement.

ll Transportation provided per service
agreement.

ll Housekeeping provided per service
agreement.

ll Personal service provided per service
agreement.

ll Recreational/social services provided per
service agreement.

Comments:

EXHIBIT G–1 TO SUBPART C—FARMERS
HOME ADMINISTRATION OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW
103–354 MULTIPLE FAMILY HOUSING
SUPERVISORY VISIT—TENANT FILE
REVIEW

Project Name:

llllllllllllllllllllllll

Borrower Name:

llllllllllllllllllllllll

Borrower ID and Project Number:

llllllllllllllllllllllll

Date of Visit:

llllllllllllllllllllllll

Management Representative Present:

llllllllllllllllllllllll

FmHA or Its Successor Agency Under Public
Law 103–354 Review Completed by:

llllllllllllllllllllllll

Tenant 1 Tenant 2 Tenant 3

Apartment number ..................................................................................... lllll lllll lllll

Tenant name .............................................................................................. lllll lllll lllll

Application:
Signed and dated ................................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
EO Statement ..................................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
1930–C requirements met .................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Credit report/references ...................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)

Verifications/Documentation:
Handicap/disability .............................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Signed asset statement ...................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Assets documented ............................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Income ................................................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Medical expenses ............................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Child care expenses ........................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
FmHA or its successor agency under Public Law 103–354 ‘‘wage

match’’ used.
(y)(n)(na) (y)(n)(na) (y)(n)(na)

Correct Value on Certification:
Assets ................................................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Income ................................................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Medical ................................................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Child care ............................................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Remaining calculations ....................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Occupancy standards met .................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)

Lease:
FmHA or its successor agency under Public Law 103–354 ap-

proved.
(y)(n)(na) (y)(n)(na) (y)(n)(na)

Correct rent/provisions ........................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Re-Certification Notice:

Used 75–90 day notice ....................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Used 30 day notice ............................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)

Other Documentation:
Annual inspection ................................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Move-in inspection .............................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Record of contacts .............................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Unit repairs & maintenance ................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
3 years of tenant files ......................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
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Tenant 1 Tenant 2 Tenant 3

Follow-up Required .................................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)

Comments:

EXHIBIT G–2 TO SUBPART C—FARMERS

HOME ADMINISTRATION OR ITS SUC-
CESSOR AGENCY UNDER PUBLIC LAW

103–354 MULTIPLE FAMILY HOUSING

SUPERVISORY VISIT—TENANT INTER-
VIEW AND UNIT REVIEW

Project Name:

Borrower Name:

Borrower ID and Project Number:

llllllllllllllllllllllll

llllllllllllllllllllllll

llllllllllllllllllllllll

Date of Visit:

Management Representative Present:

llllllllllllllllllllllll

llllllllllllllllllllllll

FmHA or Its Successor Agency Under Public
Law 103–354 Review Completed by:

llllllllllllllllllllllll

Tenant 1 Tenant 2 Tenant 3

Apartment number ..................................................................................... lllll lllll lllll

Tenant name .............................................................................................. lllll lllll lllll

NTC from MTFS ......................................................................................... lllll lllll lllll

From Tenant Interview:
Number of bedrooms .......................................................................... lllll lllll lllll

Number of individuals ......................................................................... lllll lllll lllll

Date of occupancy .............................................................................. ( - - ) ( - - ) ( - - )
Rent paid ............................................................................................. lllll lllll lllll

Utilities paid (average) ........................................................................ lllll lllll lllll

Knows verification rules ...................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Knows grievance procedures ............................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Maintenance is acceptable ................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Repairs are acceptable ....................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Other comments ................................................................................. lllll lllll lllll

From FmHA or its successor agency under Public Law 103–354 Apart-
ment Review—Maintenance Needed:
Energy Efficiency Items Inspected:

Insulation ............................................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Caulking & weatherstrip ...................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Storm doors & windows ...................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Water saver devices ........................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
llllllllll ........................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)

Interior Items Inspected:
Floors, carpets, tiles ............................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Stairs, walks, common areas .............................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Cabinets, doors ................................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Painting ............................................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Curtains & shades .............................................................................. (y)(n)(na) (y)(n)(na) (y)(n)(na)
Refrigerators & ranges ........................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
Garbage disp. & exhaust .................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Compactor & incinerator ..................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Electrical fxtrs & system ..................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Plumbing fxtrs & systems ................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Heating & air condition ....................................................................... (y)(n)(na) (y)(n)(na) (y)(n)(na)
Hot water, boiler room ........................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)
llllllllll ........................................................................ (y)(n)(na) (y)(n)(na) (y)(n)(na)

Comments:

EXHIBIT H TO SUBPART C—INTEREST

CREDITS ON INSURED RURAL RENTAL

HOUSING AND RURAL COOPERATIVE

HOUSING LOANS

I Purpose: This exhibit outlines the poli-
cies and conditions under which interest
credits will be made on insured Rural Rental

Housing (RRH) and Rural Cooperative Hous-
ing (RCH) loans.

II Definitions: As used in this exhibit:
A Interest credit is the amount of assist-

ance the Farmers Home Administration
(FmHA) or its successor agency under Public
Law 103–354 may give a borrower toward
making its payments on an insured RRH or
RCH loan.

B Interest credit and rental assistance (RA)
agreement is an agreement between FmHA or
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its successor agency under Public Law 103–
354 and the borrower providing for interest
credits and/or RA for RRH or RCH loans.
This agreement will be on Form FmHA or its
successor agency under Public Law 103–354
1944–7, ‘‘Multiple Family Housing Interest
Credit and Rental Assistance Agreement.’’

C Project is the total number of rental or
cooperative housing units that are operated
under one management plan with one loan
agreement/resolution.

D Basic rent is determined on the basis of
operating the project with payments of prin-
cipal and interest on a loan to be repaid over
a 30-year or longer period at 1 percent per
annum and covering budgeted project ex-
penses. Basic rent also means basic occu-
pancy charge.

E Note rate rental is a unit rental charge
determined on the basis of operating the
project with payments of principal and inter-
est which the borrower is obligated to pay
under the terms of the promissory note and
meet budgeted project expenses. Note rate
rental also means note rate occupancy
charge in an RCH housing project.

F Overage is the amount by which total
rental or occupancy charge payments paid or
to be paid by the tenants or members of a
project exceed the total basic monthly
charge.

G Surcharge is 25 percent of the estab-
lished rent in a Plan I project which is added
to the rent of an ineligible tenant or mem-
ber.

III Eligibilty: Borrowers may receive inter-
est credit provided the loan was made on or
after August 1, 1986, to a nonprofit corpora-
tion, consumer cooperative, State or local
public agency, or to any individual or orga-
nization operating on a limited profit basis;
is repaid over a period of 30 years or more;
and meets the other requirements of this ex-
hibit subject to the following limitations:

A Plan I will be only to broadly-based
nonprofit corporations and consumer co-
operatives. Except for subsequent loans to
projects approved before August 1, 1968, Plan
I interest credit is no longer available. All
borrowers already operating on Plan I may
continue operating under it according to the
applicable requirements of this exhibit and
of this subpart. A subsequent loan on a Plan
I project approved after August 1, 1968, will
require the project to convert to Plan II.

B Plan II will be available to broadly-
based nonprofit corporations, cooperatives,
State or local public agencies, or to profit
organizations and individuals operating on a
limited profit basis.

C Units must be ready for occupancy (de-
cent, safe, and sanitary) to qualify for inter-
est credit.

IV Options of Borrowers: An eligible bor-
rower operating under Plan I or Plan II, as
described below, will determine interest

credits on its loan in the respective manner
indicated.

A Plan I.
1 Borrowers operating under this plan

must agree to limit occupancy of the hous-
ing to very low-or low-income nonelderly
and very low-, low- and moderate-income el-
derly, disabled, or handicapped persons.

2 A borrower under Plan I generally must:
a Determine that there is firm market

and continuing demand for rental housing by
persons within the applicable income limits.

b Prepare a budget on the basis of a 3 per-
cent loan.

c Determine rentals to be charged.
d Determine adjusted personal income of

each tenant or member and have each tenant
or member complete Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
8, ‘‘Tenant Certification.’’ Determine the
monthly rent or occupancy charge to be paid
by each tenant or member household.

B Plan II.
1 Borrowers operating under this plan

must agree to limit occupancy of the hous-
ing to households, including elderly, dis-
abled, and handicapped persons of very-low,
low- and moderate-incomes. Under Plan II,
interest credits are based on the cost of oper-
ating the project and the size and income of
the household.

2 A borrower under Plan II generally
must:

a Prepare one budget form that reflects
two rent levels; the first level on the basis of
a 1 percent interest rate loan to determine
basic rental; the second level on the basis of
a loan at the interest rate shown in the
promissory note to determine note rate rent-
al.

b Determine both basic rental and note
rate rental for the different units based on
the two budgets. (See exhibit H-1 of this sub-
part).

c Determine adjusted personal income of
each tenant or member and have each tenant
or member complete Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
8. Determine the monthly rent or occupancy
charge to be paid by each tenant or member
household.

d Determine the required monthly pay-
ment on the loan at 1 percent interest plus
overage for the month for the total units.
The amount of the project payment will be
entered on Form FmHA or its successor
agency under Public Law 103–354 1944–29,
‘‘Project Worksheet for Interest Credit and
Rental Assistance.’’

V Determining the Amount of Payment:
A For Plan I. The amount of payment will

be determined by using the amortization fac-
tor for a payment at a 3 percent interest rate
(use the same number of years that was used
for computing the regular installment on the
note) plus all surcharges.
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B For Plan II. The amount of payment
will be determined by using the amortization
factor for a payment at a 1 percent interest
rate (use the same number of years that was
used for computing the regular installment
on the note) plus all overage.

C For the project. The payment amount for
all loans on the project will be added to-
gether to determine the project payment.
The amount due FmHA or its successor
agency under Public Law 103–354 will also in-
clude all overage, surcharges, late fees, audit
receivables, and cost item charges.

VI Special Conditions:
A Leases or occupancy agreements. Bor-

rowers participating in the interest credit
program must have an FmHA or its suc-
cessor agency under Public Law 103–354 ap-
proved lease or occupancy agreement with
the assisted household. Leases and occu-
pancy agreements must comply with the re-
quirements of paragraph VIII of exhibit B of
this subpart.

B Rental surcharges to ineligible tenants. If
a unit is rented in accordance with the provi-
sions of paragraph VI A of this exhibit to a
tenant who is ineligible because the income
exceeds the maximum income limits, the in-
eligible tenant will:

1 Under Plan I, be charged a 25 percent
rental surcharge. To illustrate, if the unit
normally rents for $100 per month, this ineli-
gible tenant would pay $125 per month. The
25 percent surcharge, or $25 in this illustra-
tion, would be paid on the account and would
be included with, but in addition to, the reg-
ular payment on the loan.

2 Under Plan II, be charged the note rate
rental.

C Vacancies.
1 When all construction is not completed

but some units are ready for occupancy and
the contractor consents in writing to permit
occupancy, the State Director may authorize
the occupancy of those completed units to
eligible tenants or members at the rent or
occupancy charge they would be paying as if
the amortization effective date (AED) and
subsidy levels had been established. A
prerent-up or preoccupancy conference is re-
quired before marketing and rent-up begins.
All income generated must be deposited in
the general operating account and used for
management and operation of the units ex-
cept for member’s patronage capital con-
tributions.

2 Multi-Family Housing units rendered
unusable due to fire, natural cause, or other
damage requiring less than 180 days to repair
or replace shall be assumed to be rented or
occupied at the monthly basic rate rental or
occupancy charge rate. If the units are not
repaired or replaced within the 180 day pe-
riod, they shall thereafter be assumed to be
unmarketable and the units will be carried
at the monthly note rate rental or occu-
pancy charge rate (i.e., full overage for such

units will be paid by the borrower until the
units are again ready for occupancy). The
Form FmHA or its successor agency under
Public Law 103–354 1944–7 will be cancelled,
effective the first day of the month following
the 180-day period.

3 The State Director may make an excep-
tion to the 180-day period if all of the fol-
lowing conditions are met:

a The repairs have not been started or
completed due to circumstances beyond the
borrower’s control; and

b The borrower must be able to show that
they have acted in good faith and they face
serious financial difficulties in maintaining
the project for existing tenants and they are
unable to meet the payments on the indebt-
edness without the subsidy.

4 Any borrower directly or indirectly af-
fected by action under this subpart will be
granted the appropriate appeal rights ac-
cording to subpart B of part 1900 of this chap-
ter.

5 RRH or RCH units vacant for lack of
tenant or member applications on the wait-
ing list or for repair not associated with
paragraph VI C 2 of this exhibit shall be as-
sumed to be charged at the basic rent.

D Interest credit for tenants in projects
under the Department of Housing and Urban
Development (HUD) Housing Assistance Pay-
ment Program or FmHA or its successor agency
under Public Law 103–354 rental assistance.
When any rental units in an RRH project are
leased under the new construction Section 8
program, Form HUD 50059, ‘‘Certification
and Recertification of Tenant Eligibility,’’
or other acceptable HUD Form will be com-
pleted. When any rental units in an RRH
project are leased under the FmHA or its
successor agency under Public Law 103–354
RA program, Form FmHA or its successor
agency under Public Law 103–354 1944–8 will
be completed.

E Special cases. Situations not covered by
this exhibit or exhibit E to this subpart will
be handled individually with instructions
from the National Office.

F Understanding eligibility. The borrower
should understand the eligibility require-
ments for occupancy of the housing. Instruc-
tions for tenant or member eligibility are in
paragraph VI D of exhibit B of this subpart.

VII Execution of Agreements:
A Interest credit and rental assistance agree-

ment.
1 Multiple advance loans. Interest credit

may become effective the first day of the
month following substantial completion of
construction when the project is ready for
full operation, which is the AED. When the
Servicing Official determines that the
project is ready for full operation, the bor-
rower and the Servicing Official should exe-
cute Form FmHA or its successor agency
under Public Law 103–354 1944–7. A separate
Form FmHA or its successor agency under
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Public Law 103–354 1944–7 will be executed for
each loan on the project.

2 Interim financing and servicing. Effective
dates for interim financed loans and serv-
icing action will be according to the Form
Manual Insert (FMI) for Form FmHA or its
successor agency under Public Law 103–354
1944–7.

B Change in interest credit plan. A bor-
rower under Plan I may change, if it can
meet the requirements of the other plan, by
executing a new Form FmHA or its successor
agency under Public Law 103–354 1944–7.

C Borrowers who are not receiving interest
credit. If an eligible borrower did not execute
a Form FmHA or its successor agency under
Public Law 103–354 1944–7 according to para-
graph VII A of this exhibit, interest credit
may be instituted at any time during the life
of the loan provided the borrower agrees to
the requirements of Form FmHA or its suc-
cessor agency under Public Law 103–354 1944–
7 and this exhibit. When Form FmHA or its
successor agency under Public Law 103–354
1944–7 is executed, it will be effective for the
first of the month in which the Form FmHA
or its successor agency under Public Law
103–354 1944–7 is executed.

D Borrowers who have had interest credit
terminated.

1 If an interest credit agreement on Form
FmHA or its successor agency under Public
Law 103–354 1944–7 has been terminated be-
cause the benefits were not needed and cir-
cumstances change to where an interest
credit is again needed, a new Form FmHA or
its successor agency under Public Law 103–
354 1944–7 may be executed.

2 If an interest credit agreement on Form
FmHA or its successor agency under Public
Law 103–354 1944–7 has been terminated be-
cause of the borrower’s failure to comply
with requirements and the appropriate cor-
rective actions have been accomplished, a
new Form FmHA or its successor agency
under Public Law 103–354 1944–7 may be exe-
cuted.

VIII Tenant or Member Certification: Ten-
ant or member certification and recertifi-
cation for interest credit borrowers will be
performed in accordance with paragraph VII
of exhibit B to this subpart.

IX Project Payments: With each payment
made, the borrower will complete Form
FmHA or its successor agency under Public
Law 103–354 1944–29. The FmHA or its suc-
cessor agency under Public Law 103–354 rep-
resentative handling the transmittal to the
Finance Office will transmit the payments
according to subpart B of part 1951 of this
chapter and exhibit A of subpart K of part
1951 of this chapter (available in any FmHA
or its successor agency under Public Law
103–354 office).

A Plan I.
1 The borrower will make monthly pay-

ments in an amount necessary to repay the

project loans as if the loans carried a 3 per-
cent interest rate. When a rental surcharge
is collected as described in paragraph VI B of
this exhibit, the surcharge will be included
and will be credited as interest to the ac-
count as a regular payment. The special han-
dling of payments involving rental sur-
charges is explained in paragraph IX A 2 of
this exhibit.

2 When a payment is made for any month
that involves a rental surcharge, Form
FmHA or its successor agency under Public
Law 103–354 1944–29 will be completed with
the amount of the surcharge being inserted
in the spaces provided. This form will be
completed and the amount shown and will be
charged to the project account regardless of
whether the surcharge is actually collected
by the borrower.

B Plan II. The borrower will make month-
ly payments as though the project notes
were written at a 1 percent interest rate plus
any overage due and payable whether or not
collected from the tenant or member.

X Servicing: Handling of interest credits
when servicing a project’s accounts accord-
ing to § 1965.85 of subpart B of part 1965 of
this chapter will be handled according to the
applicable parts of subpart A of part 1955 of
this chapter. Any unusual cases that cannot
be serviced in accordance with these sections
should be submitted to the National Office
with the State Director’s recommendations.

EXHIBIT H–1 TO SUBPART C—EXAMPLE

OF INTEREST CREDIT DETERMINATION

FOR RURAL RENTAL HOUSING OR

RURAL COOPERATIVE HOUSING

PROJECTS (PLAN II)

$260,000 loan—approved during 1987 fiscal
year project contains four 1-bedroom units
(600 sq. ft. each) and four 2-bedroom units
(700 sq. ft. each) total floor area = 5200 sq. ft.

Budget for note rate rent**a Budget for basic rent**

Operating, maintenance, va-
cancy and contingency al-
lowance, reserve and re-
turn to investor, if applica-
ble: $10,560

Operating, maintenance, va-
cancy and contingency al-
lowance, reserve and re-
turn to investor, if applica-
ble: $10,560

Loan repayment at 91⁄2% in-
terest: $260M × $95.88 b

$24,929

Loan repayment at 1% inter-
est: $260M × $25.44 b

$6,615
Total annual cost $35,489 Total annual cost $17,175
$35,489 ÷ 12 = $2958* cost/

month
$17,175 ÷ 12= $1432* cost/

month
One bedroom rent: 600/5200

= .1154 × 2958 = 341.35
One bedroom rent: 600/5200

= .1154 × 1432 = 165.25
Two bedroom rent: 700/5200

= .1346 × 2958 = 398.15
Two bedroom rent: 700/5200

= .1346 × 1432 = 192.75
(341.35 × 4) + (398.15 × 4) =

$2,958 monthly income
(165.25 × 4) + (192.75 × 4) =

$1432 monthly income
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Budget for note rate rent**a Budget for basic rent**

$35,489 ÷ 12 = $2958* cost/
mo.

$17,175 ÷ 12 = $1432* cost/
mo.

a One budget form reflecting two rent levels must be pre-
pared; one level for the note rate rent and another level for
the basic rent. (The expense items in the budgets shown in
this illustration are only for illustration purposes and are not
itemized.)

b Annual amount using monthly amortization factor for 50
years. If the regular installment on the note was amortized
using a factor for less than 50 years, substitute the appro-
priate factor for a corresponding number of years.

* Rounded to the nearest dollar.
** In cooperatives, the term ‘‘rent’’ shall mean ‘‘occupancy

charge.’’

EXHIBIT I TO SUBPART C—RURAL RENT-
AL HOUSING LOANS AND THE HOUSING
AND URBAN DEVELOPMENT SECTION 8
RENTAL CERTIFICATE AND RENTAL
VOUCHER PROGRAMS (EXISTING
UNITS)

I General. This exhibit contains the poli-
cies and procedures that will be followed by
the Farmers Home Administration (FmHA)
or its successor agency under Public Law
103–354 to permit the utilization of existing
Section 515 Rural Rental Housing (RRH)
units and the Department of Housing and
Urban Development (HUD) tenant-based Sec-
tion 8 Rental Certificate and Rental Voucher
Programs.

II Applicability. This exhibit is not appli-
cable to units in Section 515/8 projects which
use the project-based Section 8 new construc-
tion and substantial rehabilitation pro-
grams. Otherwise, FmHA or its successor
agency under Public Law 103–354 RRH bor-
rowers are authorized to utilize the proce-
dure outlined in this exhibit and the HUD
Section 8 Rental Certificate Program or the
Rental Voucher Program for existing hous-
ing as outlined in HUD’s regulations 24 CFR
part 882 and 24 CFR part 887 (as amended) re-
spectively. To promote the use of these pro-
grams with existing projects, the following
action should be taken:

A Servicing Officials should inform RRH
borrowers operating in the area of their ju-
risdiction of the contents of this exhibit.

B The HUD Section 8 program could ben-
efit any eligible tenant in an RRH project
who is paying more than 30 percent of its in-
come for rent and utilities. Therefore, RRH
borrowers should advise tenants who are
paying more than 30 percent of their ad-
justed income for housing of the possibility
of obtaining Section 8 housing assistance
payments. Those tenants paying 50 percent
or more of their adjusted income for housing
have preference over those paying less. In
the Rental Certificate Program, families
generally pay 30 percent of their monthly ad-
justed income toward the rent and the total
rent to the owner must be below a maximum
amount. Section 8 Rental Certificate and
Rental Voucher assistance is administered

by local Public Housing Agencies (PHA) au-
thorized by HUD to administer the program
in the area. This Section 8 assistance can be
used in the unit of the family’s choice any-
where in the State where the issuing PHA is
located, and in certain areas in adjacent
States. Families must apply to the PHA and
come to the top of its waiting list through
normal PHA selection preferences.

C The HUD Rental Voucher Program uses
a ‘‘shopper’s incentive.’’ If a unit rents for
less than the payment standard established
by the local PHA, the eligible family bene-
fits by paying less than 30 percent of its
monthly adjusted income toward rent and
utilities, subject to a minimum rent calcula-
tion by the PHA. If a unit rents for more
than the payment standard for the area (not
the actual rent), the housing assistance pay-
ment is not increased, nor is the family told
it must find another unit, as in the Rental
Certificate Program. Instead, the family
pays the entire difference between the rent
and the rental voucher payment standard.
The family may rent the unit if it is willing
to pay more than 30 percent of its income to-
ward rent. There is no maximum rent as in
the Rental Certificate Program.

D In Rural Cooperative Housing (RCH),
cooperatives are considered rental housing
in the Section 8 Rental Certificate and Rent-
al Voucher programs. Wherever the word
tenant appears in this exhibit, it shall also
mean member; rent shall also mean occu-
pancy charge; and lease shall also mean oc-
cupancy agreement.

III FmHA or its successor agency under Public
Law 103–354 Policies Concerning Rental Rates
and Payments.

A Under the Section 8 Rental Certificate
and Rental Voucher Programs, the PHA will
pay a portion of the tenant’s rent including
utility allowance as described in paragraphs
II B or C of this exhibit, whichever is appro-
priate. The contract rent to be established
under either HUD program will be as follows:

1 For borrowers with a 3 percent direct
RRH loan and borrowers operating in accord-
ance with interest credit Plan I, the contract
rent will be the note rate rental rate for the
units as determined by the current approved
annual budget using a 3 percent amortiza-
tion factor for principal and interest pay-
ments;

2 For borrowers operating without inter-
est credit, the contract rent will be the note
rate rental rate for the unit as determined
by the current approved annual budget using
the amortization factor for the note rate of
interest for principal and interest payments;

3 For borrowers operating in accordance
with interest credit Plan II, the contract
rent:

a For Rental Certificate participants will
be the basic rental rate as determined by the
current approved annual budget using a 1
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percent interest amortization factor for prin-
cipal and interest payments;

b For Rental Voucher participants, the
rent to owner must be the lesser of the note
rate rent for the unit as approved by FmHA
or its successor agency under Public Law
103–354 OR the payment standard approved
by the PHA (but not less than basic rent ap-
proved by FmHA or its successor agency
under Public Law 103–354).

(1) When basic rent is less than the PHA
approved payment standard, the borrower
will collect and remit the difference between
the basic rent and payment standard to
FmHA or its successor agency under Public
Law 103–354 as overage to avoid double sub-
sidy on behalf of the tenant.

(2) Should the PHA inadvertently pay the
owner (borrower) more than the amount
specified in the housing assistance contract
between the PHA and the owner, the owner
shall return the overpayment to the PHA as
an excess payment

B The method of calculation and trans-
mittal of the scheduled payment to the Fi-
nance Office will be in accordance with para-
graph IX of exhibit H of this subpart.

IV Responsibilities.

A Family. A household family must apply
to the PHA and be issued a Certificate of
Family Participation or a Rental Voucher to
obtain the appropriate housing assistance.
Households receiving housing assistance
under either program will be responsible for
fulfilling all of their obligations under the
Certificate of Family Participation or Rent-
al Voucher issued to them by the PHA and
under the lease with the owner. However, a
lease violation is not necessarily a reason for
terminating Section 8 assistance.

B Owner (FmHA or its successor agency
under Public Law 103–354 borrower). Upon
being presented a Certificate of Family Par-
ticipation or a Rental Voucher by a family,
an owner wishing to participate in the pro-
gram shall sign a Request for Lease Approval
(Form HUD 52517–A) which is then submitted
to the PHA. After PHA approval the owner
will execute a Housing Assistance Contract
(Form HUD 52535–A) with the PHA and a
lease with the tenant. Owners shall be re-
sponsible (and subject to review or audit by
the PHA or HUD) for performing all of their
obligations under the contract and lease.

C FmHA or its successor agency under Pub-
lic Law 103–354.

1 FmHA or its successor agency under
Public Law 103–354, in accordance with exist-
ing regulations, will be responsible for nor-
mal loan servicing and supervision, includ-
ing but not limited to:

a Obtaining and reviewing all reports
from the borrower in accordance with para-
graph XIII C of exhibit B of this subpart.

b Review and approval of budgets and
rental rates.

c Collection of required payments and re-
view of the borrower’s establishment and
maintenance of required accounts.

2 FmHA or its successor agency under
Public Law 103–354 will not be responsible for
the requirements and conditions of the con-
tract entered into between the PHA and
owner but will cooperate with HUD and the
PHA to the extent possible to assure that the
borrower carries out all obligations under
the contract.

V Special Conditions.

A Eligibility of family.
1 The PHA will determine a household’s

eligibility before the Certificate of Family
Participation or Rental Voucher is issued.
To be eligible for either form of housing as-
sistance, the household’s income as deter-
mined by HUD generally may not exceed the
very low-income limit, based on 50 percent of
the median income for the area. The house-
hold’s eligibility for housing assistance pay-
ments under the Rental Voucher program
continues until the amount payable by the
family equals or exceeds the payment stand-
ard or when the amount payable by the fam-
ily equals or exceeds the rent to owner plus
any applicable utility allowances. However,
when these conditions are exceeded, the fam-
ily may still be able to occupy a rental unit
under the FmHA or its successor agency
under Public Law 103–354 interest credit pro-
gram if 30 percent of the family’s adjusted
gross income is greater than the lowest es-
tablished rental rate for the unit. In both the
Rental Certificate and Rental Voucher Pro-
grams, the housing assistance contract ter-
minates when 1 year has elapsed since the
last Housing Assistance Payment (HAP) to
the owner.

2 Form FmHA or its successor agency
under Public Law 103–354 1944–8, ‘‘Tenant
Certification,’’ will not be required for ten-
ants who have obtained a Certificate of Fam-
ily Participation or a Rental Voucher from
the PHA. A copy of the Certificate of Family
Participation or the Rental Voucher, how-
ever, needs to be provided to the FmHA or
its successor agency under Public Law 103–
354 Servicing Official.

3 At admission, the tenant’s adjusted
household income must not exceed the max-
imum income limitations (initially in the
case of RCH) as authorized by FmHA or its
successor agency under Public Law 103–354
for the project.

B Security deposits. According to HUD reg-
ulations, the owner may require a household
to pay a security deposit. For certificate par-
ticipants the maximum amount will be the
greater of the amount of one month’s total
tenant payment or $50. For voucher partici-
pants, the security deposit may not exceed
the lesser of the limit established by the
PHA or one month’s rent to the owner.
Under HUD regulations, if a certificate
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household vacates a unit and the security de-
posit is insufficient, the owner may claim re-
imbursement from the PHA in an amount
not to exceed two month’s contract rent. For
voucher participants, the owner may claim
up to one month’s rent to owner for amounts
owed under the lease. Neither program al-
lows claims for reimbursement of unpaid
rent for the period after the family moves
from the unit.

C Payment for vacated units.
1 Rental Certificate Program. If a certificate

family vacates the unit in violation of the
provisions of the lease, the owner may re-
ceive the full housing assistance payment for
the month in which the family vacates and
then in the amount of 80 percent of the con-
tract rent for a vacancy period not exceeding
an additional month or the expiration or
other termination of the lease, whichever
comes first.

2 Rental Voucher Program. If the voucher
family moves from the unit, the owner shall
promptly notify the PHA. The PHA shall
make no additional housing assistance pay-
ment to the owner for any month after the
month in which the family moves out. How-
ever, the owner may retain the housing as-
sistance payment for the month in which the
family moves.

D Recertification for families with either a
Section 8 Rental Certificate or Rental Voucher.

1 The PHA, not the FmHA or its suc-
cessor agency under Public Law 103–354 bor-
rower, must reexamine the income and fam-
ily composition of all Rental Certificate and
Rental Voucher families at least annually,
and adjust the housing assistance payment
made on behalf of the family to reflect any
changes in the family’s monthly adjusted in-
come, size, or composition. Once a HAP con-
tract expires, recertification responsibility
reverts to the borrower and FmHA or its suc-
cessor agency under Public Law 103–354
forms and income verification and certifi-
cation requirements apply.

2 All changes in family composition must
be reported to the PHA.

3 A family may request a redetermination
of the housing assistance payment at any
time, based on a change in the family’s in-
come, adjusted income, size, or composition.

4 Whether reporting of increases of family
income between annual recertifications is re-
quired is determined by the PHA. The PHA
policy must be stated in its administrative
plan.

E Rent changes.
1 When project rents in all units change.
a Rental Certificate Program. Rents for ten-

ants receiving rental certificate assistance
under HUD Form 52535–A (Section 8 Existing
Housing Assistance Payments Contract for
Subsidized Units) may change after the be-
ginning (day 1) of the HAP contract term for
the initial leasing of the unit with Section 8
assistance. The amount of the contract rent

adjusts automatically when the subsidized
rent is changed. However, the adjustments
are subject to rent reasonableness limita-
tions which are determined by the PHA. Ad-
justments may not result in material dif-
ferences between the rents charged for as-
sisted and comparable unassisted units as de-
termined by the PHA.

b Rental Voucher Program. Rents for ten-
ants receiving rental voucher assistance may
not change until the end of the initial 12
months of the individual lease, even though
all unit rents may have been changed in the
meantime. The lease may provide that the
owner may increase the tenant’s rent any
time AFTER the first anniversary of the
lease, but the Owner must give the tenant
and the PHA 60 days prior written notice of
any increase before it takes place.

2 When tenant household income, size, and
composition change. The following items
apply to both the Section 8 Rental Certifi-
cate and Rental Voucher Program.

a The PHA must examine the income and
family composition of all rental certificate
and rental voucher families at least annually
and adjust the housing assistance payment
made on behalf of the family to reflect any
changes in the family’s income, size, or com-
position.

b All changes in family composition must
be reported to the PHA.

c A family may request a redetermination
of the housing assistance payment at any
time, based on a change in the family’s in-
come, size, or composition.

d Whether reporting of increases of fam-
ily income between annual recertifications is
required is determined by the PHA. The PHA
policy must be stated in its administrative
plan.

(1) Should household income INCREASE to
where HUD assistance becomes zero, the
HAP contract between borrower/owner and
the PHA remains in effect for 12 more
months. When 12 months of ‘‘zero’’ assist-
ance occurs, the HAP contract automati-
cally terminates. However, if during that
year the family’s income decreases to the
level where subsidy is needed again, the PHA
will resume subsidy payments under the
HAP contract after notification by the fam-
ily of the change.

(2) In both the Rental Certificate and Rent-
al Voucher programs, the tenant’s lease term
runs concurrently with the Housing Assist-
ance Contract until the tenant or owner ter-
minates the lease or the PHA terminates the
contract. In a situation where a tenant’s in-
come increases to where the tenant does not
receive a subsidy for 12 months, the owner
can offer the tenant a new lease for execu-
tion. If the tenant fails to execute the new
lease after a reasonable time, the owner may
terminate the tenant’s occupancy.

F Changes in household size and composi-
tion.
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1. An increase in household size that re-
sults in the occupied unit not meeting the
PHA occupancy standards or housing quality
standards (namely, overcrowding) requires
the PHA to issue the household a new rental
certificate or rental voucher for a larger
unit. The PHA must provide assistance to
the family in locating another unit. The
PHA may not terminate the current con-
tract unless the family has rejected with
good cause the offer of a new unit.

2. If the OWNER fails to maintain the
dwelling unit at acceptable housing quality
standards, the PHA may, after unsuccessful
efforts to correct the problem, terminate or
abate the housing assistance payments, even
though the household continues to occupy
the unit.

3. A decrease in household size will not
necessarily require the household to move.
In the Rental Voucher Program, the house-
hold may rent a unit with greater number of
bedrooms than indicated on the housing
voucher and still receive housing assistance.
In the Rental Certificate Program, the fam-
ily may continue to receive assistance in the
unit if the gross rent (contract rent plus
utility allowance) is within the fair market
rent for the smaller size unit appropriate for
the size and composition of the family.

G Limitation of owner’s participation in the
two programs. HUD’s regulations provide that
assistance under Section 8 Certificates will
not exceed 40 percent of the total number of
units in the project; however, this limitation
may be exceeded on a case-by-case basis for
the purpose of relieving hardship of a par-
ticular household or households with the ap-
proval of the HUD field office. There is no
corresponding limit under the HUD Rental
Voucher program. The HUD limits shall not
affect the number of rental assistance units
the project receives through FmHA or its
successor agency under Public Law 103–354.

H Special problems. Any problems on uti-
lizing either the HUD Section 8 Certificate
or the Rental Voucher program for existing
RRH projects not covered by this exhibit
should be referred to the National Office by
the State Director.

EXHIBIT J TO SUBPART C—MANAGEMENT
OF CONGREGATE HOUSING AND GROUP
HOMES

I Purpose: This exhibit prescribes addi-
tional requirements for the management of
congregate housing and group homes. It ap-
plies in addition to other requirements in
this subpart.

II Objective: The objective in the manage-
ment of congregate and group home housing
is to provide shelter and predetermined serv-
ices as separate components, based on a mar-
ket study identification of need, that are af-
fordable to the housing’s tenant base. It is
further the objective to permit resident ten-

ants to cover their individual medical and
discretionary needs, and/or service needs or
preferences not provided or arranged by the
housing provider, within their own financial,
familial and social resources.

III Definitions:
Congregate housing. Residential housing for

persons or families who are elderly, or have
handicaps, or disabilities, consisting of pri-
vate apartments and central dining facilities
in which a number of preestablished services
are provided to tenants (short of those serv-
ices provided by a health care facility that
provides health related care and services rec-
ognized by the medicaid program). Tenants
requiring additional services not provided by
the facility will acquire them or provide for
them within their own financial, familial, or
social resources.

Group home. Housing that is occupied by
individuals who are elderly or have handi-
caps or disabilities, sharing living space
within a rental unit in which a group home
resident assistant may be required.

Service agreement. A written agreement be-
tween the borrower and the congregate or
group home service provider detailing the
specific service to be provided, the cost of
the service, and the length of time the serv-
ice will be provided.

Service contract. A written contract be-
tween the borrower and the tenant listing
the package of services selected by the ten-
ant that will be provided or arranged by the
borrower, the fee or fees to be charged, and
applicable conditions and agreements per-
taining thereto.

Service plan. A written plan describing how
services will be provided to congregate hous-
ing or group home projects. At a minimum,
the plan must specify the services to be pro-
vided, the frequency of the services, who will
provide the services, how tenants will be ad-
vised of the availability of services, and the
staff needed to provide the services.

Tenant base. The demographic and eco-
nomic profile of eligible people in a housing
market area who would benefit, whether by
need or preference, from the housing and
supportive services provided by a congregate
housing or group home facility located in the
market area.

IV Rent Subsidy Opportunities: Congregate
housing and group homes are subject to the
provisions of paragraph IV of exhibit B of
this subpart. Subsidy discussed in that para-
graph cannot be used to pay for services in
congregate housing or group homes.

V Management Operations: Borrowers
must comply with paragraph V of exhibit B
of this subpart in managing congregate hous-
ing and group homes. In addition, borrowers
must submit a service plan that explains
how services will be provided.

A Borrower’s experience. Borrowers and
management agents must outline their expe-
rience and plans for providing congregate
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and group home services when completing
the management outline in either exhibit B–
4 or B–5 of this subpart. Borrowers who are
not experienced with congregate housing/
group homes must obtain assistance from or-
ganizations or individuals experienced with
congregate issues in developing management
and servicing plans. The service provider’s
experience and ability to furnish the services
must be documented.

B Management plan. In addition to the
general requirements for a management plan
described at paragraph V A of exhibit B of
this subpart, the management plan should
describe the plan for management of features
unique and essential to congregate/group
home housing. This portion of an overall
management plan may either be incor-
porated within the framework of the man-
agement plan or as an addendum to the plan.
The following areas should be described:

1 Tenant mix. For congregate housing, de-
scribe the mix of tenants who will have a
greater number of services and tenants who
will have a lesser number of services that the
project is designed to accommodate. For
group home housing, describe the ‘‘group(s)’’
of tenants the group home is intending to
serve such as elderly tenants, develop-
mentally disabled, or mentally impaired per-
sons.

2 Marketing plan. Describe the strategies,
ways and means that marketing and adver-
tising will be focused to attract and retain
tenants from the market area (tenant base)
that would benefit by the congregate/group
home housing project.

3 Service package. Describe the basic and
any alternative ‘‘package’’ of service(s), or
combination of service packages, that a ten-
ant may acquire at the project. Describe any
deviations to a service package that can be
accommodated on an individual tenant basis
by the project in a reasonable and practical
manner.

4 Referral service. Describe the plan for
identifying other services available to ten-
ants and for establishing liaison between the
project and the other services. Describe the
plan to make the information of such serv-
ices available and known to tenants. De-
scribe what arrangements the project can
provide as part of a service package to help
tenants use referral services.

5 Tenant consultation. Describe how the
project management staff will use tenant
consultation to assist tenants with informa-
tion, modification of service package, refer-
ral to medical, clinical, family or other serv-
ices, and identifying what, if any, reasonable
accommodations or assistance are needed
and whether they are feasible and practical
to provide.

6 Emergency evacuation plan. Describe
what the project will do to inform and train
tenants on safe evacuation of an apartment
and building. Describe which community/

public services will be informed about and
incorporated into the project evacuation
plan.

C Service plan. Congregate housing/group
home borrowers must submit a service plan
as defined in paragraph III of this exhibit.
See exhibit E of subpart E of part 1944 of this
chapter for guidance on the issues that
should be included in the plan. The service
plan will be an addendum to the manage-
ment plan when appropriate, or subject to
the signature and authorization require-
ments of the management plan when the
service provider is not the borrower or man-
agement agent.

D Service agreements. Borrowers must sub-
mit a service agreement for each service
they do not provide directly. The agreement
must stipulate the specific service to be pro-
vided, the cost of the service and the length
of time the service will be provided. The
service agreement will be an addendum to
the management agreement when appro-
priate, or subject to the signature and au-
thorization requirements of the management
agreement when the service provider is not
the borrower or management agent.
Initial service agreements must be effective
for at least 1 year after the project becomes
operational. Subsequent agreements must be
effective for at least 1 year.

E Service contract. Borrowers must submit
a sample of the service contract for Agency
review for compliance with Fair Housing Act
requirements/restrictions and Agency re-
quirements in or referenced by this subpart.
The service contract may not be a require-
ment for occupancy in the congregate hous-
ing project and it must be made separate and
apart from the occupancy lease agreement.

VI Renting Procedure: In addition to meet-
ing the conditions of paragraph VI of exhibit
B of this subpart, borrowers must meet the
following conditions.

A Eligible tenants. Tenants must meet the
general provisions of paragraph VI D of ex-
hibit B of this subpart and be eligible to oc-
cupy congregate or group home housing as
defined in paragraph III of this exhibit. Bor-
rowers must be careful to follow the condi-
tion described in paragraph VI D 1 i of ex-
hibit B of this subpart when inquiring about
the applicant’s or tenant’s request for con-
gregate/group home housing and the service
it provides.

B Tenant selection. Borrowers must meet
the provisions of paragraph VI H of exhibit B
of this subpart. Borrowers should be further
guided by the following in selecting tenants
for congregate housing and group homes:

1 Congregate housing.
a Tenant mix. It is the primary intent of a

congregate housing project to provide or ar-
range for service packages made up of var-
ious component services to serve the needs of
tenants needing such services. If it is not
feasible to provide service packages to all
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tenants, the borrower may serve tenants
needing services and tenants not needing
services. The number of tenants that can be
served with service package(s) will be de-
scribed in the project management plan.
Project management should be consulted
when establishing the tenant mix. The plan
should establish a percentage of tenants who
will use a service package with a greater
number of component services as differen-
tiated from tenants whose service package
will contain fewer services. As existing ten-
ants age and new tenants move in, the per-
centage may fluctuate. Farmers Home Asso-
ciation must concur with the proposed plan.

b Selecting services needed or wanted by ten-
ants in congregate housing.

(1) It is the borrower’s responsibility to in-
form applicants or tenants about the sup-
portive services provided at or by the con-
gregate project. Such services or service
packages need to be identified on the
project’s application form as part of an ap-
plication package.

(2) It is the applicant’s or tenant’s respon-
sibility to identify and request the services
or service package provided by the project
which that person desires or needs.

(3) The borrower may have the applicant/
tenant provide only such essential informa-
tion about the person’s desire for provided
service(s) to determine whether the project
provides the services desired by the appli-
cant/tenant and/or to determine how to best
serve the applicant’s/tenant’s request for
services with reasonable accommodation, re-
ferral services, etc. The essential informa-
tion may include an explanation by the ap-
plicant/tenant. In the case of a group home,
it may also include an assessment by a pro-
fessional medical examiner or practitioner,
social service caseworker, representative of
an advocacy group, member of the clergy,
etc. that the tenant/applicant provides to
support the application for housing and serv-
ices.

c Waiting lists. To sustain the number of
tenants requesting services, management
may maintain waiting lists for tenants re-
questing large component service packages,
small component service packages, and those
wanting a service package at a later time.
Management may choose tenants from the
lists in such manner to maintain the feasi-
bility in providing services, however, pri-
ority in tenant selection should go to an ap-
plicant requesting a service package over
one requesting a service package at some
later date. The other provisions contained in
paragraph VI H of exhibit B of this subpart
concerning waiting lists are applicable.

2 Group home. A group home may limit
occupancy to a specific group of tenants. For
example, a group home may limit occupancy
to eligible elderly tenants, developmentally
disabled people, or mentally impaired ten-
ants. This limitation will be outlined in the

borrower’s management plan. The following
will apply to group homes.

a Applicants for group home housing
must demonstrate their need for such hous-
ing.

b Tenants of group homes cannot be re-
quired to be a part of an ongoing training or
rehabilitation program sponsored by the ap-
plicant or other organization.

c Tenants should be selected from the
local area before considering other areas.

C Determining per unit rental rates for
group living arrangements. A ‘‘unit’’ in a
group home consists of the space occupied by
a specific tenant household. It may be a tra-
ditional apartment unit, a bedroom, or a por-
tion of a bedroom. Rents are determined as
follows:

1 When all units are of equal size, divide
operational costs equally.

2 When all units are not of equal size, de-
termine the size of each unit and divide oper-
ational costs accordingly.

a The size of traditional units is their
square footage.

b The size of nontraditional units is the
bedroom or portion of bedroom occupied by
the household and portion of the common
area to be used by all potential units in non-
traditional units.

3 A unit occupied by a resident assistant
is not considered a revenue producing unit
and would be excluded from the rent deter-
mination.

VII Verification and Certification of Tenant
Income, and/or Employment and Review of Sup-
port Services: The provisions of paragraph VII
of exhibit B of this subpart apply. In addi-
tion to recertifying income, management
should consult with each tenant to explain
the available support services and determine
if the tenant desires any available services
not presently used and/or if any other prac-
tical and feasible accommodations can be
provided to the tenant.

VIII Lease Agreements: In addition to the
conditions contained in paragraph VIII of ex-
hibit B of this subpart, the following should
be addressed:

A Tenants who request services in con-
gregate housing. If a tenant requests services,
the lease must contain the following clauses:

1 ‘‘I understand that use of the service
package I have selected is not mandatory,
and if I later choose to modify or not renew
my service contract, such action on my part
will not cause default under the terms of this
lease agreement. I further understand and
agree that I may not use any aspect of dis-
satisfaction with my service contract as
grounds to withhold rents due under the
terms of this lease agreement.’’

2 ‘‘The lessor warrants that the following
basic services will be made available to all
tenants for a fee separate and apart from any
rent described in the terms of this lease. The
basic services are: llllllllll.
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If these services cannot later be provided,
such failure or inability to provide the serv-
ices will not constitute a breach of this lease
agreement and the lessor will hold the ten-
ant harmless should the tenant elect to ter-
minate this lease on the grounds that provi-
sion of these services was cause for the ten-
ant to apply for and accept occupancy in this
congregate housing project.’’

B Services provided to people other than ten-
ants of FmHA or its successor agency under
Public Law 103–354 financed congregate hous-
ing. If the meal facility serves people other
than the tenants of the project, the borrower
must obtain a lease from the service provider
and require payment sufficient to cover the
annual operating expenses, debt services and
reserve account attributable to the portion
of increased space that is in excess of the
needs of the tenants in the project. Tenants
of the congregate housing must have priority
in receiving the services. When the facilities
are provided with loan funds, the following
conditions must be met:

1 The services to be provided and the fees
to be charged (if any) must be fully docu-
mented in the service plan, if provided by the
applicant, or in the service plan and lease
agreement if the services will be provided by
others.

2 Any lease agreement must be approved
by the State Director or the loan approving
official and contain the following statement:
‘‘This agreement will not be effective until
approved by the State Director of the Farm-
ers Home Administration or its successor
agency under Public Law 103–354, U.S. De-
partment of Agriculture, or the State Direc-
tor’s delegated representative.’’

IX Rent Collection: The provisions of para-
graph IX of exhibit B of this subpart will
apply for services as well as rent. Tenants
must pay charges for the services as docu-
mented in their lease. The payment for rent
or services may be made separately or com-
bined; however, payments for rent and serv-
ices must be accounted for separately.

X Borrower Project Budgets: Borrowers
must separate the revenue and expenses of
project operations from the service compo-
nent. Form FmHA or its successor agency
under Public Law 103–354 1930–7, ‘‘Multiple
Family Housing Project Budget,’’ must re-

flect project operations only. Also, if project
employees provide any part of the services,
the project operation budget and the services
budget must reflect the proration of em-
ployee compensation between the respective
budgets as further described in exhibit E of
subpart E of part 1944 of this chapter.

XI Accounting and Reporting Requirements
and Financial Management Analysis: Bor-
rowers must maintain separate financial
records for the operation and maintenance of
the project and the service component.
Funds allocated to the operation and main-
tenance of the project may not be used to
supplement the cost of services, nor may
service component funds be used to supple-
ment the project operation and maintenance.
Detailed financial reports on the service
component will not be required unless spe-
cifically requested by FmHA or its successor
agency under Public Law 103–354, and then
only to the extent necessary for FmHA or its
successor agency under Public Law 103–354
and the borrower to discuss the affordability
(and competitiveness) of the service compo-
nent by the tenant base in keeping with the
objective stated in paragraph II of this ex-
hibit. The project audit, or verification of
accounts on Form FmHA or its successor
agency under Public Law 103–354 1930–8,
‘‘Multiple Family Housing Balance Sheet,’’
together with an accompanying Form 1930–7
showing actuals, must allocate revenue and
expense between project operations and the
service component.

XII Termination of Tenancy and Eviction.
In keeping with the spirit and provisions of
the Fair Housing Amendments Act of 1988, a
tenant living in congregate or group home
housing project may remain as long as they
are eligible to occupy and the tenant ex-
presses or otherwise maintains they can care
for themself with or without services pro-
vided by the project, or by familial or social
services from outside the project. Tenants
are otherwise bound by the terms of their
lease and their occupancy may be termi-
nated only according to the provisions con-
tained in paragraph XIV of exhibit B of this
subpart.

PARTS 1931–1939 [RESERVED]
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FINDING AIDS

A list of CFR titles, subtitles, chapters, subchapters and parts and an alphabet-
ical list of agencies publishing in the CFR are included in the CFR Index and
Finding Aids volume to the Code of Federal Regulations which is published sepa-
rately and revised annually.

Table of CFR Titles and Chapters
Alphabetical List of Agencies Appearing in the CFR
List of CFR Sections Affected
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Table of CFR Titles and Chapters
(Revised as of January 1, 2002)

Title 1—General Provisions

I Administrative Committee of the Federal Register (Parts 1—49)

II Office of the Federal Register (Parts 50—299)

IV Miscellaneous Agencies (Parts 400—500)

Title 2—[Reserved]

Title 3—The President

I Executive Office of the President (Parts 100—199)

Title 4—Accounts

I General Accounting Office (Parts 1—99)

Title 5—Administrative Personnel

I Office of Personnel Management (Parts 1—1199)

II Merit Systems Protection Board (Parts 1200—1299)

III Office of Management and Budget (Parts 1300—1399)

V The International Organizations Employees Loyalty Board
(Parts 1500—1599)

VI Federal Retirement Thrift Investment Board (Parts 1600—1699)

VII Advisory Commission on Intergovernmental Relations (Parts
1700—1799)

VIII Office of Special Counsel (Parts 1800—1899)

IX Appalachian Regional Commission (Parts 1900—1999)

XI Armed Forces Retirement Home (Part 2100)

XIV Federal Labor Relations Authority, General Counsel of the Fed-
eral Labor Relations Authority and Federal Service Impasses
Panel (Parts 2400—2499)

XV Office of Administration, Executive Office of the President
(Parts 2500—2599)

XVI Office of Government Ethics (Parts 2600—2699)

XXI Department of the Treasury (Parts 3100—3199)

XXII Federal Deposit Insurance Corporation (Part 3201)

VerDate 11<MAY>2000 01:20 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00003 Fmt 8092 Sfmt 8092 Y:\SGML\197021B.XXX pfrm09 PsN: 197021B



342

Chap.
Title 5—Administrative Personnel—Continued

XXIII Department of Energy (Part 3301)

XXIV Federal Energy Regulatory Commission (Part 3401)

XXV Department of the Interior (Part 3501)

XXVI Department of Defense (Part 3601)

XXVIII Department of Justice (Part 3801)

XXIX Federal Communications Commission (Parts 3900—3999)

XXX Farm Credit System Insurance Corporation (Parts 4000—4099)

XXXI Farm Credit Administration (Parts 4100—4199)

XXXIII Overseas Private Investment Corporation (Part 4301)

XXXV Office of Personnel Management (Part 4501)

XL Interstate Commerce Commission (Part 5001)

XLI Commodity Futures Trading Commission (Part 5101)

XLII Department of Labor (Part 5201)

XLIII National Science Foundation (Part 5301)

XLV Department of Health and Human Services (Part 5501)

XLVI Postal Rate Commission (Part 5601)

XLVII Federal Trade Commission (Part 5701)

XLVIII Nuclear Regulatory Commission (Part 5801)

L Department of Transportation (Part 6001)

LII Export-Import Bank of the United States (Part 6201)

LIII Department of Education (Parts 6300—6399)

LIV Environmental Protection Agency (Part 6401)

LVII General Services Administration (Part 6701)

LVIII Board of Governors of the Federal Reserve System (Part 6801)

LIX National Aeronautics and Space Administration (Part 6901)

LX United States Postal Service (Part 7001)

LXI National Labor Relations Board (Part 7101)

LXII Equal Employment Opportunity Commission (Part 7201)

LXIII Inter-American Foundation (Part 7301)

LXV Department of Housing and Urban Development (Part 7501)

LXVI National Archives and Records Administration (Part 7601)

LXIX Tennessee Valley Authority (Part 7901)

LXXI Consumer Product Safety Commission (Part 8101)

LXXIII Department of Agriculture (Part 8301)

LXXIV Federal Mine Safety and Health Review Commission (Part 8401)

LXXVI Federal Retirement Thrift Investment Board (Part 8601)

LXXVII Office of Management and Budget (Part 8701)

Title 6—[Reserved]
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Chap.
Title 7—Agriculture

SUBTITLE A—OFFICE OF THE SECRETARY OF AGRICULTURE (PARTS
0—26)

SUBTITLE B—REGULATIONS OF THE DEPARTMENT OF AGRICULTURE

I Agricultural Marketing Service (Standards, Inspections, Mar-
keting Practices), Department of Agriculture (Parts 27—209)

II Food and Nutrition Service, Department of Agriculture (Parts
210—299)

III Animal and Plant Health Inspection Service, Department of Ag-
riculture (Parts 300—399)

IV Federal Crop Insurance Corporation, Department of Agriculture
(Parts 400—499)

V Agricultural Research Service, Department of Agriculture
(Parts 500—599)

VI Natural Resources Conservation Service, Department of Agri-
culture (Parts 600—699)

VII Farm Service Agency, Department of Agriculture (Parts 700—
799)

VIII Grain Inspection, Packers and Stockyards Administration (Fed-
eral Grain Inspection Service), Department of Agriculture
(Parts 800—899)

IX Agricultural Marketing Service (Marketing Agreements and Or-
ders; Fruits, Vegetables, Nuts), Department of Agriculture
(Parts 900—999)

X Agricultural Marketing Service (Marketing Agreements and Or-
ders; Milk), Department of Agriculture (Parts 1000—1199)

XI Agricultural Marketing Service (Marketing Agreements and Or-
ders; Miscellaneous Commodities), Department of Agriculture
(Parts 1200—1299)

XIII Northeast Dairy Compact Commission (Parts 1300—1399)

XIV Commodity Credit Corporation, Department of Agriculture
(Parts 1400—1499)

XV Foreign Agricultural Service, Department of Agriculture (Parts
1500—1599)

XVI Rural Telephone Bank, Department of Agriculture (Parts 1600—
1699)

XVII Rural Utilities Service, Department of Agriculture (Parts 1700—
1799)

XVIII Rural Housing Service, Rural Business-Cooperative Service,
Rural Utilities Service, and Farm Service Agency, Depart-
ment of Agriculture (Parts 1800—2099)

XXVI Office of Inspector General, Department of Agriculture (Parts
2600—2699)

XXVII Office of Information Resources Management, Department of
Agriculture (Parts 2700—2799)

XXVIII Office of Operations, Department of Agriculture (Parts 2800—
2899)

XXIX Office of Energy, Department of Agriculture (Parts 2900—2999)

XXX Office of the Chief Financial Officer, Department of Agriculture
(Parts 3000—3099)
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Chap.
Title 7—Agriculture—Continued

XXXI Office of Environmental Quality, Department of Agriculture
(Parts 3100—3199)

XXXII Office of Procurement and Property Management, Department
of Agriculture (Parts 3200—3299)

XXXIII Office of Transportation, Department of Agriculture (Parts
3300—3399)

XXXIV Cooperative State Research, Education, and Extension Service,
Department of Agriculture (Parts 3400—3499)

XXXV Rural Housing Service, Department of Agriculture (Parts 3500—
3599)

XXXVI National Agricultural Statistics Service, Department of Agri-
culture (Parts 3600—3699)

XXXVII Economic Research Service, Department of Agriculture (Parts
3700—3799)

XXXVIII World Agricultural Outlook Board, Department of Agriculture
(Parts 3800—3899)

XLI [Reserved]

XLII Rural Business-Cooperative Service and Rural Utilities Service,
Department of Agriculture (Parts 4200—4299)

Title 8—Aliens and Nationality

I Immigration and Naturalization Service, Department of Justice
(Parts 1—599)

Title 9—Animals and Animal Products

I Animal and Plant Health Inspection Service, Department of Ag-
riculture (Parts 1—199)

II Grain Inspection, Packers and Stockyards Administration
(Packers and Stockyards Programs), Department of Agri-
culture (Parts 200—299)

III Food Safety and Inspection Service, Department of Agriculture
(Parts 300—599)

Title 10—Energy

I Nuclear Regulatory Commission (Parts 0—199)

II Department of Energy (Parts 200—699)

III Department of Energy (Parts 700—999)

X Department of Energy (General Provisions) (Parts 1000—1099)

XVII Defense Nuclear Facilities Safety Board (Parts 1700—1799)

XVIII Northeast Interstate Low-Level Radioactive Waste Commission
(Part 1800)

Title 11—Federal Elections

I Federal Election Commission (Parts 1—9099)
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Chap.
Title 12—Banks and Banking

I Comptroller of the Currency, Department of the Treasury (Parts
1—199)

II Federal Reserve System (Parts 200—299)

III Federal Deposit Insurance Corporation (Parts 300—399)

IV Export-Import Bank of the United States (Parts 400—499)

V Office of Thrift Supervision, Department of the Treasury (Parts
500—599)

VI Farm Credit Administration (Parts 600—699)

VII National Credit Union Administration (Parts 700—799)

VIII Federal Financing Bank (Parts 800—899)

IX Federal Housing Finance Board (Parts 900—999)

XI Federal Financial Institutions Examination Council (Parts
1100—1199)

XIV Farm Credit System Insurance Corporation (Parts 1400—1499)

XV Department of the Treasury (Parts 1500—1599)

XVII Office of Federal Housing Enterprise Oversight, Department of
Housing and Urban Development (Parts 1700—1799)

XVIII Community Development Financial Institutions Fund, Depart-
ment of the Treasury (Parts 1800—1899)

Title 13—Business Credit and Assistance

I Small Business Administration (Parts 1—199)

III Economic Development Administration, Department of Com-
merce (Parts 300—399)

IV Emergency Steel Guarantee Loan Board (Parts 400—499)

V Emergency Oil and Gas Guaranteed Loan Board (Parts 500—599)

Title 14—Aeronautics and Space

I Federal Aviation Administration, Department of Transportation
(Parts 1—199)

II Office of the Secretary, Department of Transportation (Aviation
Proceedings) (Parts 200—399)

III Commercial Space Transportation, Federal Aviation Adminis-
tration, Department of Transportation (Parts 400—499)

V National Aeronautics and Space Administration (Parts 1200—
1299)

VI Office of Management and Budget (Parts 1300—1399)

Title 15—Commerce and Foreign Trade

SUBTITLE A—OFFICE OF THE SECRETARY OF COMMERCE (PARTS 0—
29)

SUBTITLE B—REGULATIONS RELATING TO COMMERCE AND FOREIGN
TRADE

I Bureau of the Census, Department of Commerce (Parts 30—199)
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Chap.
Title 15—Commerce and Foreign Trade—Continued

II National Institute of Standards and Technology, Department of
Commerce (Parts 200—299)

III International Trade Administration, Department of Commerce
(Parts 300—399)

IV Foreign-Trade Zones Board, Department of Commerce (Parts
400—499)

VII Bureau of Export Administration, Department of Commerce
(Parts 700—799)

VIII Bureau of Economic Analysis, Department of Commerce (Parts
800—899)

IX National Oceanic and Atmospheric Administration, Department
of Commerce (Parts 900—999)

XI Technology Administration, Department of Commerce (Parts
1100—1199)

XIII East-West Foreign Trade Board (Parts 1300—1399)

XIV Minority Business Development Agency (Parts 1400—1499)

SUBTITLE C—REGULATIONS RELATING TO FOREIGN TRADE AGREE-
MENTS

XX Office of the United States Trade Representative (Parts 2000—
2099)

SUBTITLE D—REGULATIONS RELATING TO TELECOMMUNICATIONS
AND INFORMATION

XXIII National Telecommunications and Information Administration,
Department of Commerce (Parts 2300—2399)

Title 16—Commercial Practices

I Federal Trade Commission (Parts 0—999)

II Consumer Product Safety Commission (Parts 1000—1799)

Title 17—Commodity and Securities Exchanges

I Commodity Futures Trading Commission (Parts 1—199)

II Securities and Exchange Commission (Parts 200—399)

IV Department of the Treasury (Parts 400—499)

Title 18—Conservation of Power and Water Resources

I Federal Energy Regulatory Commission, Department of Energy
(Parts 1—399)

III Delaware River Basin Commission (Parts 400—499)

VI Water Resources Council (Parts 700—799)

VIII Susquehanna River Basin Commission (Parts 800—899)

XIII Tennessee Valley Authority (Parts 1300—1399)

Title 19—Customs Duties

I United States Customs Service, Department of the Treasury
(Parts 1—199)
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Chap.
Title 19—Customs Duties—Continued

II United States International Trade Commission (Parts 200—299)

III International Trade Administration, Department of Commerce
(Parts 300—399)

Title 20—Employees’ Benefits

I Office of Workers’ Compensation Programs, Department of
Labor (Parts 1—199)

II Railroad Retirement Board (Parts 200—399)

III Social Security Administration (Parts 400—499)

IV Employees’ Compensation Appeals Board, Department of Labor
(Parts 500—599)

V Employment and Training Administration, Department of Labor
(Parts 600—699)

VI Employment Standards Administration, Department of Labor
(Parts 700—799)

VII Benefits Review Board, Department of Labor (Parts 800—899)

VIII Joint Board for the Enrollment of Actuaries (Parts 900—999)

IX Office of the Assistant Secretary for Veterans’ Employment and
Training, Department of Labor (Parts 1000—1099)

Title 21—Food and Drugs

I Food and Drug Administration, Department of Health and
Human Services (Parts 1—1299)

II Drug Enforcement Administration, Department of Justice (Parts
1300—1399)

III Office of National Drug Control Policy (Parts 1400—1499)

Title 22—Foreign Relations

I Department of State (Parts 1—199)

II Agency for International Development (Parts 200—299)

III Peace Corps (Parts 300—399)

IV International Joint Commission, United States and Canada
(Parts 400—499)

V Broadcasting Board of Governors (Parts 500—599)

VII Overseas Private Investment Corporation (Parts 700—799)

IX Foreign Service Grievance Board Regulations (Parts 900—999)

X Inter-American Foundation (Parts 1000—1099)

XI International Boundary and Water Commission, United States
and Mexico, United States Section (Parts 1100—1199)

XII United States International Development Cooperation Agency
(Parts 1200—1299)

XIV Foreign Service Labor Relations Board; Federal Labor Relations
Authority; General Counsel of the Federal Labor Relations
Authority; and the Foreign Service Impasse Disputes Panel
(Parts 1400—1499)
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Chap.
Title 22—Foreign Relations—Continued

XV African Development Foundation (Parts 1500—1599)

XVI Japan-United States Friendship Commission (Parts 1600—1699)

XVII United States Institute of Peace (Parts 1700—1799)

Title 23—Highways

I Federal Highway Administration, Department of Transportation
(Parts 1—999)

II National Highway Traffic Safety Administration and Federal
Highway Administration, Department of Transportation
(Parts 1200—1299)

III National Highway Traffic Safety Administration, Department of
Transportation (Parts 1300—1399)

Title 24—Housing and Urban Development

SUBTITLE A—OFFICE OF THE SECRETARY, DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT (PARTS 0—99)

SUBTITLE B—REGULATIONS RELATING TO HOUSING AND URBAN DE-
VELOPMENT

I Office of Assistant Secretary for Equal Opportunity, Department
of Housing and Urban Development (Parts 100—199)

II Office of Assistant Secretary for Housing-Federal Housing Com-
missioner, Department of Housing and Urban Development
(Parts 200—299)

III Government National Mortgage Association, Department of
Housing and Urban Development (Parts 300—399)

IV Office of Housing and Office of Multifamily Housing Assistance
Restructuring, Department of Housing and Urban Develop-
ment (Parts 400—499)

V Office of Assistant Secretary for Community Planning and De-
velopment, Department of Housing and Urban Development
(Parts 500—599)

VI Office of Assistant Secretary for Community Planning and De-
velopment, Department of Housing and Urban Development
(Parts 600—699) [Reserved]

VII Office of the Secretary, Department of Housing and Urban Devel-
opment (Housing Assistance Programs and Public and Indian
Housing Programs) (Parts 700—799)

VIII Office of the Assistant Secretary for Housing—Federal Housing
Commissioner, Department of Housing and Urban Develop-
ment (Section 8 Housing Assistance Programs, Section 202 Di-
rect Loan Program, Section 202 Supportive Housing for the El-
derly Program and Section 811 Supportive Housing for Persons
With Disabilities Program) (Parts 800—899)

IX Office of Assistant Secretary for Public and Indian Housing, De-
partment of Housing and Urban Development (Parts 900—999)

X Office of Assistant Secretary for Housing—Federal Housing
Commissioner, Department of Housing and Urban Develop-
ment (Interstate Land Sales Registration Program) (Parts
1700—1799)
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Chap.
Title 24—Housing and Urban Development—Continued

XII Office of Inspector General, Department of Housing and Urban
Development (Parts 2000—2099)

XX Office of Assistant Secretary for Housing—Federal Housing
Commissioner, Department of Housing and Urban Develop-
ment (Parts 3200—3899)

XXV Neighborhood Reinvestment Corporation (Parts 4100—4199)

Title 25—Indians

I Bureau of Indian Affairs, Department of the Interior (Parts 1—
299)

II Indian Arts and Crafts Board, Department of the Interior (Parts
300—399)

III National Indian Gaming Commission, Department of the Inte-
rior (Parts 500—599)

IV Office of Navajo and Hopi Indian Relocation (Parts 700—799)

V Bureau of Indian Affairs, Department of the Interior, and Indian
Health Service, Department of Health and Human Services
(Part 900)

VI Office of the Assistant Secretary-Indian Affairs, Department of
the Interior (Parts 1000—1199)

VII Office of the Special Trustee for American Indians, Department
of the Interior (Part 1200)

Title 26—Internal Revenue

I Internal Revenue Service, Department of the Treasury (Parts 1—
899)

Title 27—Alcohol, Tobacco Products and Firearms

I Bureau of Alcohol, Tobacco and Firearms, Department of the
Treasury (Parts 1—299)

Title 28—Judicial Administration

I Department of Justice (Parts 0—199)

III Federal Prison Industries, Inc., Department of Justice (Parts
300—399)

V Bureau of Prisons, Department of Justice (Parts 500—599)

VI Offices of Independent Counsel, Department of Justice (Parts
600—699)

VII Office of Independent Counsel (Parts 700—799)

VIII Court Services and Offender Supervision Agency for the District
of Columbia (Parts 800—899)

IX National Crime Prevention and Privacy Compact Council (Parts
900—999)

XI Department of Justice and Department of State (Parts 1100—
1199)
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Chap.
Title 29—Labor

SUBTITLE A—OFFICE OF THE SECRETARY OF LABOR (PARTS 0—99)

SUBTITLE B—REGULATIONS RELATING TO LABOR

I National Labor Relations Board (Parts 100—199)

II Office of Labor-Management Standards, Department of Labor
(Parts 200—299)

III National Railroad Adjustment Board (Parts 300—399)

IV Office of Labor-Management Standards, Department of Labor
(Parts 400—499)

V Wage and Hour Division, Department of Labor (Parts 500—899)

IX Construction Industry Collective Bargaining Commission (Parts
900—999)

X National Mediation Board (Parts 1200—1299)

XII Federal Mediation and Conciliation Service (Parts 1400—1499)

XIV Equal Employment Opportunity Commission (Parts 1600—1699)

XVII Occupational Safety and Health Administration, Department of
Labor (Parts 1900—1999)

XX Occupational Safety and Health Review Commission (Parts
2200—2499)

XXV Pension and Welfare Benefits Administration, Department of
Labor (Parts 2500—2599)

XXVII Federal Mine Safety and Health Review Commission (Parts
2700—2799)

XL Pension Benefit Guaranty Corporation (Parts 4000—4999)

Title 30—Mineral Resources

I Mine Safety and Health Administration, Department of Labor
(Parts 1—199)

II Minerals Management Service, Department of the Interior
(Parts 200—299)

III Board of Surface Mining and Reclamation Appeals, Department
of the Interior (Parts 300—399)

IV Geological Survey, Department of the Interior (Parts 400—499)

VI Bureau of Mines, Department of the Interior (Parts 600—699)

VII Office of Surface Mining Reclamation and Enforcement, Depart-
ment of the Interior (Parts 700—999)

Title 31—Money and Finance: Treasury

SUBTITLE A—OFFICE OF THE SECRETARY OF THE TREASURY (PARTS
0—50)

SUBTITLE B—REGULATIONS RELATING TO MONEY AND FINANCE

I Monetary Offices, Department of the Treasury (Parts 51—199)

II Fiscal Service, Department of the Treasury (Parts 200—399)

IV Secret Service, Department of the Treasury (Parts 400—499)

V Office of Foreign Assets Control, Department of the Treasury
(Parts 500—599)
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Chap.
Title 31—Money and Finance: Treasury—Continued

VI Bureau of Engraving and Printing, Department of the Treasury
(Parts 600—699)

VII Federal Law Enforcement Training Center, Department of the
Treasury (Parts 700—799)

VIII Office of International Investment, Department of the Treasury
(Parts 800—899)

IX Federal Claims Collection Standards (Department of the Treas-
ury—Department of Justice) (Parts 900—999)

Title 32—National Defense

SUBTITLE A—DEPARTMENT OF DEFENSE

I Office of the Secretary of Defense (Parts 1—399)

V Department of the Army (Parts 400—699)

VI Department of the Navy (Parts 700—799)

VII Department of the Air Force (Parts 800—1099)

SUBTITLE B—OTHER REGULATIONS RELATING TO NATIONAL DE-
FENSE

XII Defense Logistics Agency (Parts 1200—1299)

XVI Selective Service System (Parts 1600—1699)

XVIII National Counterintelligence Center (Parts 1800—1899)

XIX Central Intelligence Agency (Parts 1900—1999)

XX Information Security Oversight Office, National Archives and
Records Administration (Parts 2000—2099)

XXI National Security Council (Parts 2100—2199)

XXIV Office of Science and Technology Policy (Parts 2400—2499)

XXVII Office for Micronesian Status Negotiations (Parts 2700—2799)

XXVIII Office of the Vice President of the United States (Parts 2800—
2899)

Title 33—Navigation and Navigable Waters

I Coast Guard, Department of Transportation (Parts 1—199)

II Corps of Engineers, Department of the Army (Parts 200—399)

IV Saint Lawrence Seaway Development Corporation, Department
of Transportation (Parts 400—499)

Title 34—Education

SUBTITLE A—OFFICE OF THE SECRETARY, DEPARTMENT OF EDU-
CATION (PARTS 1—99)

SUBTITLE B—REGULATIONS OF THE OFFICES OF THE DEPARTMENT
OF EDUCATION

I Office for Civil Rights, Department of Education (Parts 100—199)

II Office of Elementary and Secondary Education, Department of
Education (Parts 200—299)

III Office of Special Education and Rehabilitative Services, Depart-
ment of Education (Parts 300—399)
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Chap.
Title 34—Education—Continued

IV Office of Vocational and Adult Education, Department of Edu-
cation (Parts 400—499)

V Office of Bilingual Education and Minority Languages Affairs,
Department of Education (Parts 500—599)

VI Office of Postsecondary Education, Department of Education
(Parts 600—699)

VII Office of Educational Research and Improvement, Department of
Education (Parts 700—799)

XI National Institute for Literacy (Parts 1100—1199)

SUBTITLE C—REGULATIONS RELATING TO EDUCATION

XII National Council on Disability (Parts 1200—1299)

Title 35—Panama Canal

I Panama Canal Regulations (Parts 1—299)

Title 36—Parks, Forests, and Public Property

I National Park Service, Department of the Interior (Parts 1—199)

II Forest Service, Department of Agriculture (Parts 200—299)

III Corps of Engineers, Department of the Army (Parts 300—399)

IV American Battle Monuments Commission (Parts 400—499)

V Smithsonian Institution (Parts 500—599)

VII Library of Congress (Parts 700—799)

VIII Advisory Council on Historic Preservation (Parts 800—899)

IX Pennsylvania Avenue Development Corporation (Parts 900—999)

X Presidio Trust (Parts 1000—1099)

XI Architectural and Transportation Barriers Compliance Board
(Parts 1100—1199)

XII National Archives and Records Administration (Parts 1200—1299)

XV Oklahoma City National Memorial Trust (Part 1501)

XVI Morris K. Udall Scholarship and Excellence in National Environ-
mental Policy Foundation (Parts 1600—1699)

Title 37—Patents, Trademarks, and Copyrights

I United States Patent and Trademark Office, Department of
Commerce (Parts 1—199)

II Copyright Office, Library of Congress (Parts 200—299)

IV Assistant Secretary for Technology Policy, Department of Com-
merce (Parts 400—499)

V Under Secretary for Technology, Department of Commerce
(Parts 500—599)

Title 38—Pensions, Bonuses, and Veterans’ Relief

I Department of Veterans Affairs (Parts 0—99)
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Chap.
Title 39—Postal Service

I United States Postal Service (Parts 1—999)

III Postal Rate Commission (Parts 3000—3099)

Title 40—Protection of Environment

I Environmental Protection Agency (Parts 1—799)

IV Environmental Protection Agency and Department of Justice
(Parts 1400—1499)

V Council on Environmental Quality (Parts 1500—1599)

VI Chemical Safety and Hazard Investigation Board (Parts 1600—
1699)

VII Environmental Protection Agency and Department of Defense;
Uniform National Discharge Standards for Vessels of the
Armed Forces (Parts 1700—1799)

Title 41—Public Contracts and Property Management

SUBTITLE B—OTHER PROVISIONS RELATING TO PUBLIC CONTRACTS

50 Public Contracts, Department of Labor (Parts 50–1—50–999)

51 Committee for Purchase From People Who Are Blind or Severely
Disabled (Parts 51–1—51–99)

60 Office of Federal Contract Compliance Programs, Equal Employ-
ment Opportunity, Department of Labor (Parts 60–1—60–999)

61 Office of the Assistant Secretary for Veterans’ Employment and
Training Service, Department of Labor (Parts 61–1—61–999)

SUBTITLE C—FEDERAL PROPERTY MANAGEMENT REGULATIONS
SYSTEM

101 Federal Property Management Regulations (Parts 101–1—101–99)

102 Federal Management Regulation (Parts 102–1—102–299)

105 General Services Administration (Parts 105–1—105–999)

109 Department of Energy Property Management Regulations (Parts
109–1—109–99)

114 Department of the Interior (Parts 114–1—114–99)

115 Environmental Protection Agency (Parts 115–1—115–99)

128 Department of Justice (Parts 128–1—128–99)

SUBTITLE D—OTHER PROVISIONS RELATING TO PROPERTY MANAGE-
MENT [RESERVED]

SUBTITLE E—FEDERAL INFORMATION RESOURCES MANAGEMENT
REGULATIONS SYSTEM

201 Federal Information Resources Management Regulation (Parts
201–1—201–99) [Reserved]

SUBTITLE F—FEDERAL TRAVEL REGULATION SYSTEM

300 General (Parts 300–1—300–99)

301 Temporary Duty (TDY) Travel Allowances (Parts 301–1—301–99)

302 Relocation Allowances (Parts 302–1—302–99)

303 Payment of Expenses Connected with the Death of Certain Em-
ployees (Part 303–70)
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Chap.
Title 41—Public Contracts and Property Management—Continued

304 Payment from a Non-Federal Source for Travel Expenses (Parts
304–1—304–99)

Title 42—Public Health

I Public Health Service, Department of Health and Human Serv-
ices (Parts 1—199)

IV Centers for Medicare & Medicaid Services, Department of Health
and Human Services (Parts 400—499)

V Office of Inspector General-Health Care, Department of Health
and Human Services (Parts 1000—1999)

Title 43—Public Lands: Interior

SUBTITLE A—OFFICE OF THE SECRETARY OF THE INTERIOR (PARTS
1—199)

SUBTITLE B—REGULATIONS RELATING TO PUBLIC LANDS

I Bureau of Reclamation, Department of the Interior (Parts 200—
499)

II Bureau of Land Management, Department of the Interior (Parts
1000—9999)

III Utah Reclamation Mitigation and Conservation Commission
(Parts 10000—10005)

Title 44—Emergency Management and Assistance

I Federal Emergency Management Agency (Parts 0—399)

IV Department of Commerce and Department of Transportation
(Parts 400—499)

Title 45—Public Welfare

SUBTITLE A—DEPARTMENT OF HEALTH AND HUMAN SERVICES
(PARTS 1—199)

SUBTITLE B—REGULATIONS RELATING TO PUBLIC WELFARE

II Office of Family Assistance (Assistance Programs), Administra-
tion for Children and Families, Department of Health and
Human Services (Parts 200—299)

III Office of Child Support Enforcement (Child Support Enforce-
ment Program), Administration for Children and Families,
Department of Health and Human Services (Parts 300—399)

IV Office of Refugee Resettlement, Administration for Children and
Families Department of Health and Human Services (Parts
400—499)

V Foreign Claims Settlement Commission of the United States,
Department of Justice (Parts 500—599)

VI National Science Foundation (Parts 600—699)

VII Commission on Civil Rights (Parts 700—799)

VIII Office of Personnel Management (Parts 800—899)
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Chap.
Title 45—Public Welfare—Continued

X Office of Community Services, Administration for Children and
Families, Department of Health and Human Services (Parts
1000—1099)

XI National Foundation on the Arts and the Humanities (Parts
1100—1199)

XII Corporation for National and Community Service (Parts 1200—
1299)

XIII Office of Human Development Services, Department of Health
and Human Services (Parts 1300—1399)

XVI Legal Services Corporation (Parts 1600—1699)

XVII National Commission on Libraries and Information Science
(Parts 1700—1799)

XVIII Harry S. Truman Scholarship Foundation (Parts 1800—1899)

XXI Commission on Fine Arts (Parts 2100—2199)

XXIII Arctic Research Commission (Part 2301)

XXIV James Madison Memorial Fellowship Foundation (Parts 2400—
2499)

XXV Corporation for National and Community Service (Parts 2500—
2599)

Title 46—Shipping

I Coast Guard, Department of Transportation (Parts 1—199)

II Maritime Administration, Department of Transportation (Parts
200—399)

III Coast Guard (Great Lakes Pilotage), Department of Transpor-
tation (Parts 400—499)

IV Federal Maritime Commission (Parts 500—599)

Title 47—Telecommunication

I Federal Communications Commission (Parts 0—199)

II Office of Science and Technology Policy and National Security
Council (Parts 200—299)

III National Telecommunications and Information Administration,
Department of Commerce (Parts 300—399)

Title 48—Federal Acquisition Regulations System

1 Federal Acquisition Regulation (Parts 1—99)

2 Department of Defense (Parts 200—299)

3 Department of Health and Human Services (Parts 300—399)

4 Department of Agriculture (Parts 400—499)

5 General Services Administration (Parts 500—599)

6 Department of State (Parts 600—699)

7 United States Agency for International Development (Parts
700—799)

8 Department of Veterans Affairs (Parts 800—899)
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Chap.
Title 48—Federal Acquisition Regulations System—Continued

9 Department of Energy (Parts 900—999)

10 Department of the Treasury (Parts 1000—1099)

12 Department of Transportation (Parts 1200—1299)

13 Department of Commerce (Parts 1300—1399)

14 Department of the Interior (Parts 1400—1499)

15 Environmental Protection Agency (Parts 1500—1599)

16 Office of Personnel Management Federal Employees Health Ben-
efits Acquisition Regulation (Parts 1600—1699)

17 Office of Personnel Management (Parts 1700—1799)

18 National Aeronautics and Space Administration (Parts 1800—
1899)

19 Broadcasting Board of Governors (Parts 1900—1999)

20 Nuclear Regulatory Commission (Parts 2000—2099)

21 Office of Personnel Management, Federal Employees Group Life
Insurance Federal Acquisition Regulation (Parts 2100—2199)

23 Social Security Administration (Parts 2300—2399)

24 Department of Housing and Urban Development (Parts 2400—
2499)

25 National Science Foundation (Parts 2500—2599)

28 Department of Justice (Parts 2800—2899)

29 Department of Labor (Parts 2900—2999)

34 Department of Education Acquisition Regulation (Parts 3400—
3499)

35 Panama Canal Commission (Parts 3500—3599)

44 Federal Emergency Management Agency (Parts 4400—4499)

51 Department of the Army Acquisition Regulations (Parts 5100—
5199)

52 Department of the Navy Acquisition Regulations (Parts 5200—
5299)

53 Department of the Air Force Federal Acquisition Regulation
Supplement (Parts 5300—5399)

54 Defense Logistics Agency, Department of Defense (Part 5452)

57 African Development Foundation (Parts 5700—5799)

61 General Services Administration Board of Contract Appeals
(Parts 6100—6199)

63 Department of Transportation Board of Contract Appeals (Parts
6300—6399)

99 Cost Accounting Standards Board, Office of Federal Procure-
ment Policy, Office of Management and Budget (Parts 9900—
9999)

Title 49—Transportation

SUBTITLE A—OFFICE OF THE SECRETARY OF TRANSPORTATION
(PARTS 1—99)

SUBTITLE B—OTHER REGULATIONS RELATING TO TRANSPORTATION

I Research and Special Programs Administration, Department of
Transportation (Parts 100—199)

VerDate 11<MAY>2000 01:20 Jan 17, 2002 Jkt 197021 PO 00000 Frm 00018 Fmt 8092 Sfmt 8092 Y:\SGML\197021B.XXX pfrm09 PsN: 197021B



357

Chap.
Title 49—Transportation—Continued

II Federal Railroad Administration, Department of Transportation
(Parts 200—299)

III Federal Motor Carrier Safety Administration, Department of
Transportation (Parts 300—399)

IV Coast Guard, Department of Transportation (Parts 400—499)

V National Highway Traffic Safety Administration, Department of
Transportation (Parts 500—599)

VI Federal Transit Administration, Department of Transportation
(Parts 600—699)

VII National Railroad Passenger Corporation (AMTRAK) (Parts
700—799)

VIII National Transportation Safety Board (Parts 800—999)

X Surface Transportation Board, Department of Transportation
(Parts 1000—1399)

XI Bureau of Transportation Statistics, Department of Transpor-
tation (Parts 1400—1499)

XII Transportation Security Administration, Department of Trans-
portation (Parts 1500—1599)

Title 50—Wildlife and Fisheries

I United States Fish and Wildlife Service, Department of the Inte-
rior (Parts 1—199)

II National Marine Fisheries Service, National Oceanic and Atmos-
pheric Administration, Department of Commerce (Parts 200—
299)

III International Fishing and Related Activities (Parts 300—399)

IV Joint Regulations (United States Fish and Wildlife Service, De-
partment of the Interior and National Marine Fisheries Serv-
ice, National Oceanic and Atmospheric Administration, De-
partment of Commerce); Endangered Species Committee Reg-
ulations (Parts 400—499)

V Marine Mammal Commission (Parts 500—599)

VI Fishery Conservation and Management, National Oceanic and
Atmospheric Administration, Department of Commerce (Parts
600—699)

CFR Index and Finding Aids

Subject/Agency Index

List of Agency Prepared Indexes

Parallel Tables of Statutory Authorities and Rules

List of CFR Titles, Chapters, Subchapters, and Parts

Alphabetical List of Agencies Appearing in the CFR
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Alphabetical List of Agencies Appearing in the CFR
(Revised as of January 1, 2002)

Agency
CFR Title, Subtitle or

Chapter

Administrative Committee of the Federal Register 1, I
Advanced Research Projects Agency 32, I
Advisory Commission on Intergovernmental Relations 5, VII
Advisory Council on Historic Preservation 36, VIII
African Development Foundation 22, XV

Federal Acquisition Regulation 48, 57
Agency for International Development, United States 22, II

Federal Acquisition Regulation 48, 7
Agricultural Marketing Service 7, I, IX, X, XI
Agricultural Research Service 7, V
Agriculture Department 5, LXXIII

Agricultural Marketing Service 7, I, IX, X, XI
Agricultural Research Service 7, V
Animal and Plant Health Inspection Service 7, III; 9, I
Chief Financial Officer, Office of 7, XXX
Commodity Credit Corporation 7, XIV
Cooperative State Research, Education, and Extension

Service
7, XXXIV

Economic Research Service 7, XXXVII
Energy, Office of 7, XXIX
Environmental Quality, Office of 7, XXXI
Farm Service Agency 7, VII, XVIII
Federal Acquisition Regulation 48, 4
Federal Crop Insurance Corporation 7, IV
Food and Nutrition Service 7, II
Food Safety and Inspection Service 9, III
Foreign Agricultural Service 7, XV
Forest Service 36, II
Grain Inspection, Packers and Stockyards Administration 7, VIII; 9, II
Information Resources Management, Office of 7, XXVII
Inspector General, Office of 7, XXVI
National Agricultural Library 7, XLI
National Agricultural Statistics Service 7, XXXVI
Natural Resources Conservation Service 7, VI
Operations, Office of 7, XXVIII
Procurement and Property Management, Office of 7, XXXII
Rural Business-Cooperative Service 7, XVIII, XLII
Rural Development Administration 7, XLII
Rural Housing Service 7, XVIII, XXXV
Rural Telephone Bank 7, XVI
Rural Utilities Service 7, XVII, XVIII, XLII
Secretary of Agriculture, Office of 7, Subtitle A
Transportation, Office of 7, XXXIII
World Agricultural Outlook Board 7, XXXVIII

Air Force Department 32, VII
Federal Acquisition Regulation Supplement 48, 53

Alcohol, Tobacco and Firearms, Bureau of 27, I
AMTRAK 49, VII
American Battle Monuments Commission 36, IV
American Indians, Office of the Special Trustee 25, VII
Animal and Plant Health Inspection Service 7, III; 9, I
Appalachian Regional Commission 5, IX
Architectural and Transportation Barriers Compliance Board 36, XI
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Agency
CFR Title, Subtitle or

Chapter

Arctic Research Commission 45, XXIII
Armed Forces Retirement Home 5, XI
Army Department 32, V

Engineers, Corps of 33, II; 36, III
Federal Acquisition Regulation 48, 51

Benefits Review Board 20, VII
Bilingual Education and Minority Languages Affairs, Office of 34, V
Blind or Severely Disabled, Committee for Purchase From

People Who Are
41, 51

Broadcasting Board of Governors 22, V
Federal Acquisition Regulation 48, 19

Census Bureau 15, I
Central Intelligence Agency 32, XIX
Chief Financial Officer, Office of 7, XXX
Child Support Enforcement, Office of 45, III
Children and Families, Administration for 45, II, III, IV, X
Civil Rights, Commission on 45, VII
Civil Rights, Office for 34, I
Coast Guard 33, I; 46, I; 49, IV
Coast Guard (Great Lakes Pilotage) 46, III
Commerce Department 44, IV

Census Bureau 15, I
Economic Affairs, Under Secretary 37, V
Economic Analysis, Bureau of 15, VIII
Economic Development Administration 13, III
Emergency Management and Assistance 44, IV
Export Administration, Bureau of 15, VII
Federal Acquisition Regulation 48, 13
Fishery Conservation and Management 50, VI
Foreign-Trade Zones Board 15, IV
International Trade Administration 15, III; 19, III
National Institute of Standards and Technology 15, II
National Marine Fisheries Service 50, II, IV, VI
National Oceanic and Atmospheric Administration 15, IX; 50, II, III, IV, VI
National Telecommunications and Information

Administration
15, XXIII; 47, III

National Weather Service 15, IX
Patent and Trademark Office, United States 37, I
Productivity, Technology and Innovation, Assistant

Secretary for
37, IV

Secretary of Commerce, Office of 15, Subtitle A
Technology, Under Secretary for 37, V
Technology Administration 15, XI
Technology Policy, Assistant Secretary for 37, IV

Commercial Space Transportation 14, III
Commodity Credit Corporation 7, XIV
Commodity Futures Trading Commission 5, XLI; 17, I
Community Planning and Development, Office of Assistant

Secretary for
24, V, VI

Community Services, Office of 45, X
Comptroller of the Currency 12, I
Construction Industry Collective Bargaining Commission 29, IX
Consumer Product Safety Commission 5, LXXI; 16, II
Cooperative State Research, Education, and Extension

Service
7, XXXIV

Copyright Office 37, II
Corporation for National and Community Service 45, XII, XXV
Cost Accounting Standards Board 48, 99
Council on Environmental Quality 40, V
Court Services and Offender Supervision Agency for the

District of Columbia
28, VIII

Customs Service, United States 19, I
Defense Contract Audit Agency 32, I
Defense Department 5, XXVI; 32, Subtitle A;

40, VII
Advanced Research Projects Agency 32, I
Air Force Department 32, VII
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Agency
CFR Title, Subtitle or

Chapter

Army Department 32, V; 33, II; 36, III, 48,
51

Defense Intelligence Agency 32, I
Defense Logistics Agency 32, I, XII; 48, 54
Engineers, Corps of 33, II; 36, III
Federal Acquisition Regulation 48, 2
National Imagery and Mapping Agency 32, I
Navy Department 32, VI; 48, 52
Secretary of Defense, Office of 32, I

Defense Contract Audit Agency 32, I
Defense Intelligence Agency 32, I
Defense Logistics Agency 32, XII; 48, 54
Defense Nuclear Facilities Safety Board 10, XVII
Delaware River Basin Commission 18, III
District of Columbia, Court Services and Offender Supervision

Agency for the
28, VIII

Drug Enforcement Administration 21, II
East-West Foreign Trade Board 15, XIII
Economic Affairs, Under Secretary 37, V
Economic Analysis, Bureau of 15, VIII
Economic Development Administration 13, III
Economic Research Service 7, XXXVII
Education, Department of 5, LIII

Bilingual Education and Minority Languages Affairs, Office
of

34, V

Civil Rights, Office for 34, I
Educational Research and Improvement, Office of 34, VII
Elementary and Secondary Education, Office of 34, II
Federal Acquisition Regulation 48, 34
Postsecondary Education, Office of 34, VI
Secretary of Education, Office of 34, Subtitle A
Special Education and Rehabilitative Services, Office of 34, III
Vocational and Adult Education, Office of 34, IV

Educational Research and Improvement, Office of 34, VII
Elementary and Secondary Education, Office of 34, II
Emergency Oil and Gas Guaranteed Loan Board 13, V
Emergency Steel Guarantee Loan Board 13, IV
Employees’ Compensation Appeals Board 20, IV
Employees Loyalty Board 5, V
Employment and Training Administration 20, V
Employment Standards Administration 20, VI
Endangered Species Committee 50, IV
Energy, Department of 5, XXIII; 10, II, III, X

Federal Acquisition Regulation 48, 9
Federal Energy Regulatory Commission 5, XXIV; 18, I
Property Management Regulations 41, 109

Energy, Office of 7, XXIX
Engineers, Corps of 33, II; 36, III
Engraving and Printing, Bureau of 31, VI
Environmental Protection Agency 5, LIV; 40, I, IV, VII

Federal Acquisition Regulation 48, 15
Property Management Regulations 41, 115

Environmental Quality, Office of 7, XXXI
Equal Employment Opportunity Commission 5, LXII; 29, XIV
Equal Opportunity, Office of Assistant Secretary for 24, I
Executive Office of the President 3, I

Administration, Office of 5, XV
Environmental Quality, Council on 40, V
Management and Budget, Office of 5, III, LXXVII; 14, VI;

48, 99
National Drug Control Policy, Office of 21, III
National Security Council 32, XXI; 47, 2
Presidential Documents 3
Science and Technology Policy, Office of 32, XXIV; 47, II
Trade Representative, Office of the United States 15, XX

Export Administration, Bureau of 15, VII
Export-Import Bank of the United States 5, LII; 12, IV
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Agency
CFR Title, Subtitle or

Chapter

Family Assistance, Office of 45, II
Farm Credit Administration 5, XXXI; 12, VI
Farm Credit System Insurance Corporation 5, XXX; 12, XIV
Farm Service Agency 7, VII, XVIII
Federal Acquisition Regulation 48, 1
Federal Aviation Administration 14, I

Commercial Space Transportation 14, III
Federal Claims Collection Standards 31, IX
Federal Communications Commission 5, XXIX; 47, I
Federal Contract Compliance Programs, Office of 41, 60
Federal Crop Insurance Corporation 7, IV
Federal Deposit Insurance Corporation 5, XXII; 12, III
Federal Election Commission 11, I
Federal Emergency Management Agency 44, I

Federal Acquisition Regulation 48, 44
Federal Employees Group Life Insurance Federal Acquisition

Regulation
48, 21

Federal Employees Health Benefits Acquisition Regulation 48, 16
Federal Energy Regulatory Commission 5, XXIV; 18, I
Federal Financial Institutions Examination Council 12, XI
Federal Financing Bank 12, VIII
Federal Highway Administration 23, I, II
Federal Home Loan Mortgage Corporation 1, IV
Federal Housing Enterprise Oversight Office 12, XVII
Federal Housing Finance Board 12, IX
Federal Labor Relations Authority, and General Counsel of

the Federal Labor Relations Authority
5, XIV; 22, XIV

Federal Law Enforcement Training Center 31, VII
Federal Management Regulation 41, 102
Federal Maritime Commission 46, IV
Federal Mediation and Conciliation Service 29, XII
Federal Mine Safety and Health Review Commission 5, LXXIV; 29, XXVII
Federal Motor Carrier Safety Administration 49, III
Federal Prison Industries, Inc. 28, III
Federal Procurement Policy Office 48, 99
Federal Property Management Regulations 41, 101
Federal Railroad Administration 49, II
Federal Register, Administrative Committee of 1, I
Federal Register, Office of 1, II
Federal Reserve System 12, II

Board of Governors 5, LVIII
Federal Retirement Thrift Investment Board 5, VI, LXXVI
Federal Service Impasses Panel 5, XIV
Federal Trade Commission 5, XLVII; 16, I
Federal Transit Administration 49, VI
Federal Travel Regulation System 41, Subtitle F
Fine Arts, Commission on 45, XXI
Fiscal Service 31, II
Fish and Wildlife Service, United States 50, I, IV
Fishery Conservation and Management 50, VI
Food and Drug Administration 21, I
Food and Nutrition Service 7, II
Food Safety and Inspection Service 9, III
Foreign Agricultural Service 7, XV
Foreign Assets Control, Office of 31, V
Foreign Claims Settlement Commission of the United States 45, V
Foreign Service Grievance Board 22, IX
Foreign Service Impasse Disputes Panel 22, XIV
Foreign Service Labor Relations Board 22, XIV
Foreign-Trade Zones Board 15, IV
Forest Service 36, II
General Accounting Office 4, I
General Services Administration 5, LVII; 41, 105

Contract Appeals, Board of 48, 61
Federal Acquisition Regulation 48, 5
Federal Management Regulation 41, 102
Federal Property Management Regulation 41, 101
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Agency
CFR Title, Subtitle or

Chapter

Federal Travel Regulation System 41, Subtitle F
General 41, 300
Payment From a Non-Federal Source for Travel Expenses 41, 304
Payment of Expenses Connected With the Death of Certain

Employees
41, 303

Relocation Allowances 41, 302
Temporary Duty (TDY) Travel Allowances 41, 301

Geological Survey 30, IV
Government Ethics, Office of 5, XVI
Government National Mortgage Association 24, III
Grain Inspection, Packers and Stockyards Administration 7, VIII; 9, II
Harry S. Truman Scholarship Foundation 45, XVIII
Health and Human Services, Department of 5, XLV; 45, Subtitle A

Child Support Enforcement, Office of 45, III
Children and Families, Administration for 45, II, III, IV, X
Community Services, Office of 45, X
Family Assistance, Office of 45, II
Federal Acquisition Regulation 48, 3
Food and Drug Administration 21, I
Centers for Medicare & Medicaid Services 42, IV
Human Development Services, Office of 45, XIII
Indian Health Service 25, V
Inspector General (Health Care), Office of 42, V
Public Health Service 42, I
Refugee Resettlement, Office of 45, IV

Centers for Medicare & Medicaid Services 42, IV
Housing and Urban Development, Department of 5, LXV; 24, Subtitle B

Community Planning and Development, Office of Assistant
Secretary for

24, V, VI

Equal Opportunity, Office of Assistant Secretary for 24, I
Federal Acquisition Regulation 48, 24
Federal Housing Enterprise Oversight, Office of 12, XVII
Government National Mortgage Association 24, III
Housing—Federal Housing Commissioner, Office of

Assistant Secretary for
24, II, VIII, X, XX

Housing, Office of, and Multifamily Housing Assistance
Restructuring, Office of

24, IV

Inspector General, Office of 24, XII
Public and Indian Housing, Office of Assistant Secretary for 24, IX
Secretary, Office of 24, Subtitle A, VII

Housing—Federal Housing Commissioner, Office of Assistant
Secretary for

24, II, VIII, X, XX

Housing, Office of, and Multifamily Housing Assistance
Restructuring, Office of

24, IV

Human Development Services, Office of 45, XIII
Immigration and Naturalization Service 8, I
Independent Counsel, Office of 28, VII
Indian Affairs, Bureau of 25, I, V
Indian Affairs, Office of the Assistant Secretary 25, VI
Indian Arts and Crafts Board 25, II
Indian Health Service 25, V
Information Resources Management, Office of 7, XXVII
Information Security Oversight Office, National Archives and

Records Administration
32, XX

Inspector General
Agriculture Department 7, XXVI
Health and Human Services Department 42, V
Housing and Urban Development Department 24, XII

Institute of Peace, United States 22, XVII
Inter-American Foundation 5, LXIII; 22, X
Intergovernmental Relations, Advisory Commission on 5, VII
Interior Department

American Indians, Office of the Special Trustee 25, VII
Endangered Species Committee 50, IV
Federal Acquisition Regulation 48, 14
Federal Property Management Regulations System 41, 114
Fish and Wildlife Service, United States 50, I, IV
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Agency
CFR Title, Subtitle or

Chapter

Geological Survey 30, IV
Indian Affairs, Bureau of 25, I, V
Indian Affairs, Office of the Assistant Secretary 25, VI
Indian Arts and Crafts Board 25, II
Land Management, Bureau of 43, II
Minerals Management Service 30, II
Mines, Bureau of 30, VI
National Indian Gaming Commission 25, III
National Park Service 36, I
Reclamation, Bureau of 43, I
Secretary of the Interior, Office of 43, Subtitle A
Surface Mining and Reclamation Appeals, Board of 30, III
Surface Mining Reclamation and Enforcement, Office of 30, VII

Internal Revenue Service 26, I
International Boundary and Water Commission, United States

and Mexico, United States Section
22, XI

International Development, United States Agency for 22, II
Federal Acquisition Regulation 48, 7

International Development Cooperation Agency, United
States

22, XII

International Fishing and Related Activities 50, III
International Investment, Office of 31, VIII
International Joint Commission, United States and Canada 22, IV
International Organizations Employees Loyalty Board 5, V
International Trade Administration 15, III; 19, III
International Trade Commission, United States 19, II
Interstate Commerce Commission 5, XL
James Madison Memorial Fellowship Foundation 45, XXIV
Japan–United States Friendship Commission 22, XVI
Joint Board for the Enrollment of Actuaries 20, VIII
Justice Department 5, XXVIII; 28, I, XI; 40,

IV
Drug Enforcement Administration 21, II
Federal Acquisition Regulation 48, 28
Federal Claims Collection Standards 31, IX
Federal Prison Industries, Inc. 28, III
Foreign Claims Settlement Commission of the United

States
45, V

Immigration and Naturalization Service 8, I
Offices of Independent Counsel 28, VI
Prisons, Bureau of 28, V
Property Management Regulations 41, 128

Labor Department 5, XLII
Benefits Review Board 20, VII
Employees’ Compensation Appeals Board 20, IV
Employment and Training Administration 20, V
Employment Standards Administration 20, VI
Federal Acquisition Regulation 48, 29
Federal Contract Compliance Programs, Office of 41, 60
Federal Procurement Regulations System 41, 50
Labor-Management Standards, Office of 29, II, IV
Mine Safety and Health Administration 30, I
Occupational Safety and Health Administration 29, XVII
Pension and Welfare Benefits Administration 29, XXV
Public Contracts 41, 50
Secretary of Labor, Office of 29, Subtitle A
Veterans’ Employment and Training Service, Office of the

Assistant Secretary for
41, 61; 20, IX

Wage and Hour Division 29, V
Workers’ Compensation Programs, Office of 20, I

Labor-Management Standards, Office of 29, II, IV
Land Management, Bureau of 43, II
Legal Services Corporation 45, XVI
Library of Congress 36, VII

Copyright Office 37, II
Management and Budget, Office of 5, III, LXXVII; 14, VI;

48, 99
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Agency
CFR Title, Subtitle or

Chapter

Marine Mammal Commission 50, V
Maritime Administration 46, II
Merit Systems Protection Board 5, II
Micronesian Status Negotiations, Office for 32, XXVII
Mine Safety and Health Administration 30, I
Minerals Management Service 30, II
Mines, Bureau of 30, VI
Minority Business Development Agency 15, XIV
Miscellaneous Agencies 1, IV
Monetary Offices 31, I
Morris K. Udall Scholarship and Excellence in National

Environmental Policy Foundation
36, XVI

National Aeronautics and Space Administration 5, LIX; 14, V
Federal Acquisition Regulation 48, 18

National Agricultural Library 7, XLI
National Agricultural Statistics Service 7, XXXVI
National and Community Service, Corporation for 45, XII, XXV
National Archives and Records Administration 5, LXVI; 36, XII

Information Security Oversight Office 32, XX
National Bureau of Standards 15, II
National Capital Planning Commission 1, IV
National Commission for Employment Policy 1, IV
National Commission on Libraries and Information Science 45, XVII
National Council on Disability 34, XII
National Counterintelligence Center 32, XVIII
National Credit Union Administration 12, VII
National Crime Prevention and Privacy Compact Council 28, IX
National Drug Control Policy, Office of 21, III
National Foundation on the Arts and the Humanities 45, XI
National Highway Traffic Safety Administration 23, II, III; 49, V
National Imagery and Mapping Agency 32, I
National Indian Gaming Commission 25, III
National Institute for Literacy 34, XI
National Institute of Standards and Technology 15, II
National Labor Relations Board 5, LXI; 29, I
National Marine Fisheries Service 50, II, IV, VI
National Mediation Board 29, X
National Oceanic and Atmospheric Administration 15, IX; 50, II, III, IV, VI
National Park Service 36, I
National Railroad Adjustment Board 29, III
National Railroad Passenger Corporation (AMTRAK) 49, VII
National Science Foundation 5, XLIII; 45, VI

Federal Acquisition Regulation 48, 25
National Security Council 32, XXI
National Security Council and Office of Science and

Technology Policy
47, II

National Telecommunications and Information
Administration

15, XXIII; 47, III

National Transportation Safety Board 49, VIII
National Weather Service 15, IX
Natural Resources Conservation Service 7, VI
Navajo and Hopi Indian Relocation, Office of 25, IV
Navy Department 32, VI

Federal Acquisition Regulation 48, 52
Neighborhood Reinvestment Corporation 24, XXV
Northeast Dairy Compact Commission 7, XIII
Northeast Interstate Low-Level Radioactive Waste

Commission
10, XVIII

Nuclear Regulatory Commission 5, XLVIII; 10, I
Federal Acquisition Regulation 48, 20

Occupational Safety and Health Administration 29, XVII
Occupational Safety and Health Review Commission 29, XX
Offices of Independent Counsel 28, VI
Oklahoma City National Memorial Trust 36, XV
Operations Office 7, XXVIII
Overseas Private Investment Corporation 5, XXXIII; 22, VII
Panama Canal Commission 48, 35
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Agency
CFR Title, Subtitle or

Chapter

Panama Canal Regulations 35, I
Patent and Trademark Office, United States 37, I
Payment From a Non-Federal Source for Travel Expenses 41, 304
Payment of Expenses Connected With the Death of Certain

Employees
41, 303

Peace Corps 22, III
Pennsylvania Avenue Development Corporation 36, IX
Pension and Welfare Benefits Administration 29, XXV
Pension Benefit Guaranty Corporation 29, XL
Personnel Management, Office of 5, I, XXXV; 45, VIII

Federal Acquisition Regulation 48, 17
Federal Employees Group Life Insurance Federal

Acquisition Regulation
48, 21

Federal Employees Health Benefits Acquisition Regulation 48, 16
Postal Rate Commission 5, XLVI; 39, III
Postal Service, United States 5, LX; 39, I
Postsecondary Education, Office of 34, VI
President’s Commission on White House Fellowships 1, IV
Presidential Documents 3
Presidio Trust 36, X
Prisons, Bureau of 28, V
Procurement and Property Management, Office of 7, XXXII
Productivity, Technology and Innovation, Assistant

Secretary
37, IV

Public Contracts, Department of Labor 41, 50
Public and Indian Housing, Office of Assistant Secretary for 24, IX
Public Health Service 42, I
Railroad Retirement Board 20, II
Reclamation, Bureau of 43, I
Refugee Resettlement, Office of 45, IV
Regional Action Planning Commissions 13, V
Relocation Allowances 41, 302
Research and Special Programs Administration 49, I
Rural Business-Cooperative Service 7, XVIII, XLII
Rural Development Administration 7, XLII
Rural Housing Service 7, XVIII, XXXV
Rural Telephone Bank 7, XVI
Rural Utilities Service 7, XVII, XVIII, XLII
Saint Lawrence Seaway Development Corporation 33, IV
Science and Technology Policy, Office of 32, XXIV
Science and Technology Policy, Office of, and National

Security Council
47, II

Secret Service 31, IV
Securities and Exchange Commission 17, II
Selective Service System 32, XVI
Small Business Administration 13, I
Smithsonian Institution 36, V
Social Security Administration 20, III; 48, 23
Soldiers’ and Airmen’s Home, United States 5, XI
Special Counsel, Office of 5, VIII
Special Education and Rehabilitative Services, Office of 34, III
State Department 22, I; 28, XI

Federal Acquisition Regulation 48, 6
Surface Mining and Reclamation Appeals, Board of 30, III
Surface Mining Reclamation and Enforcement, Office of 30, VII
Surface Transportation Board 49, X
Susquehanna River Basin Commission 18, VIII
Technology Administration 15, XI
Technology Policy, Assistant Secretary for 37, IV
Technology, Under Secretary for 37, V
Tennessee Valley Authority 5, LXIX; 18, XIII
Thrift Supervision Office, Department of the Treasury 12, V
Trade Representative, United States, Office of 15, XX
Transportation, Department of 5, L

Coast Guard 33, I; 46, I; 49, IV
Coast Guard (Great Lakes Pilotage) 46, III
Commercial Space Transportation 14, III
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Agency
CFR Title, Subtitle or

Chapter

Contract Appeals, Board of 48, 63
Emergency Management and Assistance 44, IV
Federal Acquisition Regulation 48, 12
Federal Aviation Administration 14, I
Federal Highway Administration 23, I, II
Federal Motor Carrier Safety Administration 49, III
Federal Railroad Administration 49, II
Federal Transit Administration 49, VI
Maritime Administration 46, II
National Highway Traffic Safety Administration 23, II, III; 49, V
Research and Special Programs Administration 49, I
Saint Lawrence Seaway Development Corporation 33, IV
Secretary of Transportation, Office of 14, II; 49, Subtitle A
Surface Transportation Board 49, X
Transportation Security Administration 49, XII
Transportation Statistics Bureau 49, XI

Transportation, Office of 7, XXXIII
Transportation Security Administration 49, XII
Transportation Statistics Brureau 49, XI
Travel Allowances, Temporary Duty (TDY) 41, 301
Treasury Department 5, XXI; 12, XV; 17, IV;

31, IX
Alcohol, Tobacco and Firearms, Bureau of 27, I
Community Development Financial Institutions Fund 12, XVIII
Comptroller of the Currency 12, I
Customs Service, United States 19, I
Engraving and Printing, Bureau of 31, VI
Federal Acquisition Regulation 48, 10
Federal Law Enforcement Training Center 31, VII
Fiscal Service 31, II
Foreign Assets Control, Office of 31, V
Internal Revenue Service 26, I
International Investment, Office of 31, VIII
Monetary Offices 31, I
Secret Service 31, IV
Secretary of the Treasury, Office of 31, Subtitle A
Thrift Supervision, Office of 12, V

Truman, Harry S. Scholarship Foundation 45, XVIII
United States and Canada, International Joint Commission 22, IV
United States and Mexico, International Boundary and Water

Commission, United States Section
22, XI

Utah Reclamation Mitigation and Conservation Commission 43, III
Veterans Affairs Department 38, I

Federal Acquisition Regulation 48, 8
Veterans’ Employment and Training Service, Office of the

Assistant Secretary for
41, 61; 20, IX

Vice President of the United States, Office of 32, XXVIII
Vocational and Adult Education, Office of 34, IV
Wage and Hour Division 29, V
Water Resources Council 18, VI
Workers’ Compensation Programs, Office of 20, I
World Agricultural Outlook Board 7, XXXVIII
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List of CFR Sections Affected
All changes in this volume of the Code of Federal Regulations which

were made by documents published in the FEDERAL REGISTER since Jan-
uary 1, 1986, are enumerated in the following list. Entries indicate the
nature of the changes effected. Pages numbers refer to FEDERAL REG-
ISTER pages. The user should consult the entries for chapters and parts
as well as sections for revisions.

For the period before January 1, 1986, see the ‘‘List of CFR Sections
Affected, 1949–1963, 1964–1972, and 1973–1985’’ published in seven separate
volumes.

1986
7 CFR 51 FR

Page

Chapter XVIII
1900 Authority citation re-

vised .......................................... 4135
1900.51 Revised; interim ................. 6707

Confirmed....................................29905
(b) revised; eff. 1–20–87..................45432

1900.52 (a) revised; interim.............. 6708
Confirmed....................................29905

1900.53 (a)(15) revised...................... 4135
(a)(5) revised; interim ...................6708
Confirmed....................................29905
(a)(17) added.................................40785

1900.55 (c), (d), and (e) revised; (f)
added; interim............................ 6708

Confirmed....................................29905
(d) revised; interim......................13441

1900.56 (a), (b) introductory text,
and (e) revised; interim............... 6708

Confirmed....................................29905
(a) revised; interim......................13441

1900.57 (j) redesignated as (k); new
(j) added; (i) amended ................ 29449

1900.59 (c) added; interim................ 6709
Confirmed....................................29905

1900.51—1900.60 (Subpart B) Ex-
hibit D corrected ........................ 2345

Exhibit B–6 revised; Exhibit B–7
added; interim............................6709

Confirmed....................................29905
Exhibit B–3 revised; interim........13442

1901 Authority citation re-
vised......................................... 24301

Authority citation revised; in-
terim ........................................34928

1901.2 Revised; interim ................. 34928
1901.5 Revised; interim ................. 34928

7 CFR—Continued 51 FR
Page

Chapter XVIII—Continued
1901.502 Revised ............................ 24301
1902 Authority citation re-

vised......................................... 12308
1902.11 Amended ........................... 12308
1903 Authority citation re-

vised ................................. 4135, 13442
1903.1 Revised; interim ................. 13442
1903.2 (b) revised............................. 4135

(b) revised; eff. 1–20–87..................45432
1910.1 Introductory text revised;

interim..................................... 13442
1910.3 (e) and (j) introductory text

revised; interim........................ 13442
1910.4 Revised; interim ................. 13442
1910.5 (c)(1) revised; (c)(5) added;

interim..................................... 13443
1910.6 Introductory text and (b)(3)

added; (c) through (e) redesig-
nated as (d) through (f); new (c)
added; new (d) revised; in-
terim........................................ 13443

1910.7 (a) amended; interim........... 13444
1910.52 (b) revised; interim ............ 13444
1910.61 (b)(2) and (3) revised; (c)(2),

(d)(2) introductory text, (i),
and (iii) amended ...................... 25029

1924 Authority citation re-
vised................. 3569, 4135, 13444, 41603

1924.1—1924.13 (Subpart A) Ex-
hibit B amended; Exhibit J
added........................................ 41603

1924.5 (g)(4) revised......................... 4135
(e)(4) added ..................................41603

1924.6 (b)(3)(ii)(G) amended ........... 12308
1924.8 (a) amended......................... 41603
1924.13 (a) introductory text

amended .................................... 3569
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7 CFR (1–1–02 Edition)

7 CFR—Continued 51 FR
Page

Chapter XVIII—Continued
1924.51 Revised ............................... 4135

Revised; interim..........................13444
1924.57 (b)(1) introductory text,

(iv), (2), and (3), (c)(4) and (5),
and (d)(2) revised; (b)(1)(viii)
and (c)(6) added; interim ........... 13444

1924.51—1924.100 (Subpart B) Ex-
hibit A amended; interim..........13445

1924.71 Revised ............................... 3326
1924.72 Introductory text re-

vised .......................................... 4135
(b) and (c) revised; interim............6709
Confirmed....................................29905

1927 Authority citation re-
vised .......................................... 4136

1927.7 (c)(3) revised ......................... 4136
1930.101 (d)(1) amended.................. 27643
1930.102 (h) amended ..................... 27643
1930.109 Amended.......................... 27643
1930.110 Introductory text, (a)(4)

and (5) amended ........................ 27643
1930.117 (b)(3), (5), and (6) and (c)

introductory text amended.......27643
1930.119 (a) introductory text,

(b)(1) and (2) amended; (d) and
(e) redesignated as (e) and (f);
(c) revised; new (d) added; new
(f) amended............................... 27643

1930.124 Introductory text, (a)(3),
(b) introductory text, (c) intro-
ductory text and (1), (d)(1)(iii),
and (f)(1) amended..................... 27644

(b) amended .................................27669
1930.125 Added .............................. 27644
1930.134 (a) and (b) amended........... 12308
1930.141 (i)(6) amended .................. 27644
1930.143 Existing text designated

as (b); (a) added ......................... 27644
1930.101—1930.150 (Subpart C) Ex-

hibits B and E amendment con-
firmed........................................ 6393

Exhibit A amended; Exhibit A–1
nomenclature change; Exhibit
B revised...................................27644

Exhibits B–1, B–3, and B–9
amended; Exhibit C revised ......27662

Exhibits C–2 and E revised; Ex-
hibit D amended .......................27664

Exhibit A–1 amended; Exhibit
B–7 nomenclature change .........27669

1930.176 (f)(2) amended .................. 12308

1987
7 CFR 52 FR

Page

Chapter XVIII
1900.2 (e) revised ........................... 44375
1900.51 (b) removed; (c) through (j)

redesignated as (b) through
(i) ............................................. 46348

1900.52 (d) revised.......................... 26133
1900.57 (i) revised .......................... 45806
1900.51—1900.60 (Subpart B) Ex-

hibit D revised .......................... 45807
1901 Authority citation re-

vised .......................................... 8002
1901.204 (a)(19) through (21) and

(d)(3)(iv) added; (b)(2), (d)(1)
and (5), (e)(2)(ii) and (f) re-
vised......................................... 41949

1901.205 (b)(1), (2)(i), (3)(ii) and
(iv), and (e)(2) amended............... 8002

1901.201—1901.205 (Subpart E) Ex-
hibit C revised ............................ 8002

1910 Authority citation re-
vised......................................... 15491

1910.3 (i) introductory text re-
vised; (i)(4) added ...................... 15491

1910.52 (a) revised.......................... 41699
1910.53 (d) revised.......................... 41699
1910.54 (f) through (j) redesig-

nated as (g) through (k); new (f)
added........................................ 41699

1910.55 (a) revised.......................... 41699
1910.59 Revised ............................. 41699
1910.60 (a) revised.......................... 25586

(c) revised ....................................41699
1910.61 (b)(1) through (3) and (d)(4)

and (5) revised........................... 25586
1910.101 (Subpart C) Added.............. 6498
1922.104 (a)(12) amended ................ 11982

Policy guidelines.........................23543
1924 Authority citation re-

vised .......................................... 8002
1924.1—1924.50 (Subpart A) Text

revised ....................................... 8002
1924.5 (d)(2) and (e)(2) and (4)

amended................................... 19283
Transition period ........................30658
(d)(2) corrected ............................48391
(d)(1) introductory text and (3)

corrected ..................................48799
Transition period extended to 9–

30–88..........................................49349
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List of CFR Sections Affected

7 CFR—Continued 52 FR
Page

Chapter XVIII—Continued
1924.13 (e)(1)(v)(C) and (2)(viii)(B)

correctly removed; (e)(1)(v)(D)
and (2)(viii)(C) correctly redes-
ignated as (e)(1)(v)(C) and
(2)(viii)(B); (e)(1)(ii)(F), (v) in-
troductory text and (B) and
(e)(2)(viii) introductory text
and (A) correctly revised........... 26139

1924.1—1924.50 (Subpart A) Exhib-
its A through I, K and L re-
vised .......................................... 8021

Exhibits I and J amended ............19283
1924.51 Revised ............................. 26133
1924.57 (b)(2) and (d)(2) revised .......32120
1924.60 (d)(7) added ........................ 26133
1924.101—1924.150 (Subpart C)

Added ....................................... 19284
1924.253 (a)(3) amended; (c) re-

vised .......................................... 8034
1930.110 (c) introductory text

amended................................... 20697
1930.119 (b) amended...................... 20697
1930.124 (a)(3)(ii) and (v) amend-

ed ............................................. 20697
1930.138 Added .............................. 36913
1930.101—1930.150 (Subpart C) Ex-

hibit B amended ................ 8034, 20697
Exhibits C, C–2, and E amended

................................................. 20698
Exhibits B and E amended ...........24287
Exhibit C amended ......................36913

1933 Authority citation re-
vised......................................... 19301

1933.409 (f) revised .......................... 8034
1933.412 Revised ............................ 19301

1988
7 CFR 53 FR

Page

Chapter XVIII
1900.51—1900.100 (Subpart B) Re-

vised......................................... 26407
1900.55 (c) through (f) redesig-

nated as (d) through (g); (f) and
(g) amended; new (c) added.......... 7332

1901.203 (c)(4)(iv) and (5)(iv) re-
vised......................................... 27825

1901.204 (b)(3) removed; (b)(1) and
(2) and (e)(3)(i) revised ................ 3860

1902 Authority citation re-
vised......................................... 26588

1902.1—1902.16 (Subpart A) Au-
thority citation removed .......... 35670

1902.1 (a), (i), (j) and (k) revised;
interim..................................... 35670

1902.2 (b) revised ........................... 26588

7 CFR—Continued 53 FR
Page

Chapter XVIII—Continued
(a) introductory text, (2), (4), (5),

and (6), (b), (e) and (f) intro-
ductory text revised; interim
................................................. 35670

1902.3 (b) removed; (c) and (d) re-
designated as (b) and (c); (a) re-
vised......................................... 26588

(b)(1) revised; interim..................35670
1902.6 (d) revised .............................. 231
1902.7 (a), (c) and (f) revised; (e)

amended...................................... 231
(f) corrected.................................24437

1902.14 Revised; interim................ 35671
1902.15 Introductory text, (b) and

(c) revised.................................... 231
1902.1—1902.16 (Subpart A) Ex-

hibit A removed ........................... 232
Exhibit B revised; Exhibits C

and D removed; interim............35671
1902.104—1902.150 (Subpart C)

Added ....................................... 26588
1903.9 (a) amended......................... 17688
1910 Authority citation re-

vised......................................... 35671
1910.1—1910.50 (Subpart A) Re-

vised; interim ........................... 35671
1910.3 (b)(2) amended..................... 17688
1910.7 (a) amended......................... 17688
1910.51—1910.64 (Subpart B) Table

of contents amended; Note to
Exhibits revised; interim..........35679

1910.52 (b) revised; interim ............ 35679
1924 Authority citation re-

vised......................................... 43676
1924.1 Revised; interim ................. 35679
1924.5 (f)(1)(iii)(A) through (E) re-

vised; (f)(1)(iii)(F) added ........... 43676
1924.13 (e)(1)(iv) and (vi)(A) and

(2)(ix)(A) revised ........................ 2155
1924.1—1924.13 (Subpart A) Ex-

hibit J amended.......................... 2156
1924.51—1924.100 (Subpart B) Re-

vised; interim ........................... 35679
1924.57 (c)(5)(ii) revised................... 8739
1927.7 (c)(3) revised ....................... 13100
1930.102 (h) revised.......................... 2156
1930.141 (e) revised.......................... 2156
1930.101—1930.150 (Subpart C) Ex-

hibits B, B–8, C, and E amend-
ed; Exhibits H, H–1, and I
added ......................................... 2156

1933.404 (a)(4)(iii) revised................ 2159
1933.416 (b) revised.......................... 2159
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7 CFR (1–1–02 Edition)

1989
7 CFR 54 FR

Page

Chapter XVIII
1900.51 (b) revised; interim ............ 47957
1902 Authority citation re-

vised......................................... 47196
1902.1 (i) revised; (k) removed; (l)

redesignated as (k); new (k)
amended................................... 47959

1902.2 (f) removed; (g) redesig-
nated as (f) ................................ 47959

1902.3 (a) revised ........................... 39727
1902.10 (c) amended ....................... 47959
1902.15 (c) amended ....................... 47196
1910 Authority citation re-

vised................................ 11365, 18098
1910.1 (a) revised ........................... 11365
1910.3 (c) amended......................... 11365
1910.6 (d) amended......................... 11366
1910.7 (b) amended......................... 11366
1910.8 (e) added.............................. 29330
1910.52 (a) revised.......................... 18098
1910.53 (g) revised.......................... 14632

(d) and (e) revised ........................18098
1910.54 (b) revised.......................... 18098
1910.59 Revised ............................. 18098
1910.61 (a)(2)(ii) revised ................. 18098
1922 Authority citation re-

vised .......................................... 8523
1922.101—1922.111 (Subpart C) Re-

vised .......................................... 8523
1924.12 (c) amended ....................... 14334
1924.1—1924.50 (Subpart A) Ex-

hibit D amended ......................... 6874
1924.201—1924.220 (Subpart E) Re-

moved ...................................... 14334
1924.256 (g)(3)(ii) and (i) amend-

ed ............................................. 14334
1924.263 Amended.......................... 14334
1930.124 (c) introductory text re-

vised; (c)(1) through (5) redesig-
nated as (c)(3)(i) through (v);
new (c)(1), (2), and (3) heading
and introductory text added;
(c)(3)(ii) amended...................... 43416

1930.101—1930.150 (Subpart C) Ex-
hibits B, B–1, and E amend-
ed............................................... 3772

Exhibit E amended........................9197
Exhibit B amended.............14335, 43417
Exhibit B–3 amended ...................14336
Exhibit C amended ......................39335

1990
7 CFR 55 FR

Page

Chapter XVIII
1900 Authority citation re-

vised......................................... 11005
1900.3 Amended............................. 43325
1900.5 Redesignated as 1900.6; new

1900.5 added............................... 43325
1900.6 Redesignated from

1900.5 ........................................ 43325
1900.51 (b), (c), and (e) revised.......... 9871

(b) amended; (f) added..................11005
1900.52 (b) through (j) redesig-

nated as (c) through (k); (a),
new (c), new (g), and new (h) re-
vised; new (b) added; ................... 9872

1900.53 (a)(4), (b), and (c)(1) re-
vised .......................................... 9872

1900.55 (a) introductory text re-
vised; (a)(15) and (16) added; (b)
revised ....................................... 9872

1900.56 (a)(5) revised ....................... 9873
1900.57 (i) revised; (j) amended ........1577

(a), (e), (g), (j), and (l) revised;
(m) added ...................................9873

1900.58 (d) revised ........................... 9874
1900.61 Added ................................. 1577
1900.1—1900.100 (Subpart B) Ex-

hibit A removed; Exhibits B–1,
B–2, B–3 and C revised ................. 9874

Exhibit B–4 added..........................9875
1901.203 (c)(4)(ii) nomenclature

change...................................... 13503
1901.204 (a)(22) added; (d)(1),

(3)(iv), (5), (e)(2)(ii), and (f) re-
vised .......................................... 5962

1901.355 (a)(1) nomenclature
change...................................... 13503

1902 Authority citation re-
vised......................................... 21524

1902.1 Regulation at 53 FR 35670
confirmed................................. 21524

1902.2 Regulation at 53 FR 35670
confirmed; (a) amended............. 21524

1902.3 Regulation at 53 FR 35670
confirmed................................. 21524

1902.14 Regulation at 53 FR 35671
confirmed; (a) revised ............... 21524

1902.1—1902.16 Subpart A and Ex-
hibits A, B, C, and D Regulation
at 53 FR 35671 confirmed ............ 21524

1910 Authority citation re-
vised......................................... 25819

1910.1—1910.50 (Subpart A) Regu-
lation at 53 FR 35671 con-
firmed ...................................... 21524
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List of CFR Sections Affected

7 CFR—Continued 55 FR
Page

Chapter XVIII—Continued
1910.1 Introductory text re-

vised......................................... 21524
(d) added; interim ........................29560

1910.3 (b)(2) amended; (b)(3), (j)(2)
and (k) amended ....................... 21524

1910.4 (b)(16) removed; (b)(13)
through (15) redesignated as
(b)(14) through (16); new (b)(13)
and (22) added; (a)(6)(ii), (b) in-
troductory text, (6), new (15),
(e), and (i) revised...................... 21525

(a)(10) and (b)(23) added................46188
(i) revised; interim ......................29560

1910.5 (c)(1) and (6) revised ............. 21525
(d) added ......................................46188

1910.6 (a), (b)(2), (e), (f) introduc-
tory text and (1) revised ............ 21525

1910.8 Introductory text amend-
ed ............................................. 21526

1910.1—1910.50 (Subpart A) Exhib-
its A and (B) amended................ 21526

1910.51 Revised ............................. 25819
Revised........................................46188

1910.52—1910.55 Removed .............. 25819
1910.59—1910.64 Removed .............. 25819
1910.53 Added ................................ 46188
1922.104 (a)(12) amended ................ 35895
1924.6 (c) introductory text

amended................................... 41833
1924.60 (c)(4) revised ...................... 37455
1930.103 Revised ............................. 6242
1930.105 (b)(10) revised and (b)(11)

added ......................................... 6242
(b)(12) added; interim...................25074

1930.134 Revised ............................ 26641
1930.141 (a) and (d) revised; (f)

through (i) redesignated as (g)
through (j); new (f) added........... 26641

1930.142 Revised ............................. 6242
1930.101—1930.150 (Subpart C) Ex-

hibit B amended ................ 6242, 26641
Exhibit B amended; interim ........25074
Exhibit B–1 and E amended; in-

terim ........................................25075
Exhibit B–3 amended.....................6244
Exhibits D and D–1 amended........35895
Exhibit J added ...........................26641

1933 Removed ............................... 41833

1991
7 CFR 56 FR

Page

Chapter XVIII
1900 Authority citation re-

vised .......................................... 6946
1900.2 (f) revised ............................. 6946

7 CFR—Continued 56 FR
Page

Chapter XVIII—Continued
1901 Authority citation re-

vised......................................... 48095
1901.3 (b) revised ........................... 48095
1901.4 (f) revised; (g) and (h) redes-

ignated as (h) and (i); new (g)
added........................................ 48095

1902 Authority citation re-
vised......................................... 50648

1902.7 (a), (b)(2), (3), (d), (e) and (f)
revised ..................................... 50648

1903.2 (b) amended ........................ 10147
1910.1 (d) removed; eff. 1–27–92 ....... 66959
1910.3 (a)(3), (4) and (5) redesig-

nated as (a)(4), (5) and (6); new
(a)(3) added; new (a)(4)(i) and
(ii) amended; eff. 1–27–92 ............ 66959

1910.4 (a)(9), (b)(14) and (i) amend-
ed; eff. 1–27–92............................ 66959

1910.5 (c)(6) amended..................... 10147
1922.101 Revised ............................. 8107
1922.102 Removed ........................... 8107
1922.104 Removed ........................... 8107
1922.105 Removed ........................... 8107
1922.107 Removed ........................... 8107
1922.108 Removed ........................... 8107
1922.109 Removed ........................... 8107
1922.110 Removed ........................... 8107
1922.111 Removed ........................... 8107
1924 Authority citation revised;

subpart authority citations re-
moved ...................................... 40241

1924.1—1924.50 (Subpart A) Ex-
hibit L amended........................ 29167

1924.57 (b) introductory text, (1)
introductory text, (d)(1) and (2)
revised; (d)(4) added .................. 15820

(d)(3) amended .............................15821
1924.51—1924.100 (Subpart B) Ex-

hibit A amended........................ 15821
1924.101—1924.150 (Subpart C) Ex-

hibit C amended ......................... 2202
1924.251—1924.300 (Subpart F) Re-

vised......................................... 40241
1927 Removed .................................. 943

Added; eff. 1–30–92 ........................67472
1930 Authority citation re-

vised ................................. 2202, 28037
1930.101 (c) and (d) redesignated as

(d) and (e); (b) revised; new (c)
added ......................................... 2202

1930.102 Revised ............................. 2202
1930.103 Revised ............................. 2203
1930.105 (b)(9) revised...................... 2203
1930.110 Introductory text, (a)(5),

and (b)(6) revised ........................ 2203
1930.117 (a)(2) revised...................... 2203
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7 CFR (1–1–02 Edition)

7 CFR—Continued 56 FR
Page

Chapter XVIII—Continued
1930.119 (a)(3)(i), (ii), (iii), (v),

(b)(1), (d), and (f) revised ............. 2203
1930.124 (b)(3) revised...................... 2204
1930.125 Introductory text re-

vised .......................................... 2204
1930.141 (j)(1) revised ...................... 2204
1930.142 Introductory text re-

vised .......................................... 2204
1930.144 Revised ............................. 2204
1930.101—1930.150 (Subpart C) Ex-

hibit A amended ......................... 2204
Exhibit B revised ..........................2204
Exhibit B amended.............28471, 47375
Exhibit B amended; eff. 1–27–92

................................................. 66959
Exhibit B–1 revised .......................2223
Exhibit B–2 amended.....................2225
Exhibit B–4 and B–5 heading re-

vised ..........................................2225
Exhibit B–7 amended.....................2225
Exhibit C revised...........................2225
Exhibit C–1 revised........................2228
Exhibit C–2 revised........................2229
Exhibit C–2 amended ...................47375
Exhibit D amended........................2229
Exhibit E amended.......................2229,

28038, 66960
Exhibit F revised ..........................2230
Exhibit G revised ..........................2231
Exhibit H amended ..............2232, 28038
Exhibit H–1 revised .......................2232

1992
7 CFR 57 FR

Page

Chapter XVIII
1900 Authority citation re-

vised......................................... 19523
1900.52 (b) revised; interim ............ 19523
1900.53 (c) redesignated as (d); (b)

revised; new (c) added; in-
terim........................................ 18622

1900.55 (a)(17) and (18) added; (b)
amended................................... 18623

1900.56 (a)(2) revised...................... 18623
1900.57 (m)(3) removed; (m)(4) re-

designated as (m)(3); (n) added;
interim..................................... 18623

(n) added; interim........................19523
1900.59 (d) added; interim .............. 18623
1901.204 (a)(23) added ..................... 11559
1910 Authority citation re-

vised......................................... 19523
1910.1—1910.50 (Subpart A) Ex-

hibit B revised; interim............. 19524

7 CFR—Continued 57 FR
Page

Chapter XVIII—Continued
1910.4 (b)(20), (g) and (k) amended;

interim..................................... 19523
1910.6 (e) through (i) redesignated

as (f) through (j); new (e) added;
(b)(2), new (f), (g) introductory
text and (2) amended; in-
terim........................................ 19523

1910.7 (a) amended; interim........... 19523
1910.50 Revised; interim................ 19523
1924 Authority citation re-

vised......................................... 12992
1924.57 (d)(1) revised; interim ........12992
1924.59 Revised; interim................ 18623
1924.60 Revised; interim................ 18625
1924.107 (e) introductory text,

(1)(iii) revised; (e)(1)(iv) added;
eff. 1–4–93 .................................. 57096

1925 Added .................................... 36590
1927 Regulation at 56 FR 67472 ef-

fective date delayed to 3–31–
92 ............................................... 3276

1930.101—1930.150 (Subpart C) Ex-
hibit B amended; eff. 1–19–93 ......59903

1993
7 CFR 58 FR

Page

Chapter XVIII
1900.51 (b) amended ....................... 52646
1900.55 (a)(13) removed; (a)(14)

through (18) redesignated as
(a)(13) through (17) .................... 52646

1900.51—1900.100 (Subpart B) Ex-
hibit D revised............................ 4065

Exhibit C amended ......................52646
1900.151—1900.156 (Subpart D)

Added .......................................... 224
1901.2 Amended................................ 226
1901.204 (a)(20) revised; (a)(24) and

(25) added ................................... 5565
(a)(20) correctly designated .........12632
Regulation at 58 FR 5565 con-

firmed.......................................42639
(a)(26) added.................................58643

1910 Authority citation re-
vised......................................... 48283

1910.1 Introductory text amend-
ed .................................... 44263, 52646

1910.3 (a)(7) added............................. 226
(a)(3) and (4)(ii) amended .............44263

1910.4 Introductory text amend-
ed ................................................ 226

(i) and (k) amended......................44263
(b)(19), (c) and (f) amended; (g)

revised; interim........................44746
(i) amended; interim....................44747
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List of CFR Sections Affected

7 CFR—Continued 58 FR
Page

Chapter XVIII—Continued
(b)(24) added; (g)(1) and (h) re-

vised; interim ...........................48283
(b), (c), (d), (h), (i) and (k) re-

vised; interim ...........................68719
(b)(3) revised; interim; eff. 2-28-

94 ..............................................69195
1910.6 (a) revised; (b)(1) amended;

interim..................................... 44747
1910.1—1910.50 (Subpart A) Ex-

hibit A removed; interim .......... 68721
1922.201—1922.250 (Subpart E)

Added; interim ......................... 44750
1924 Authority citation re-

vised......................................... 48283
1924.1—1924.50 (Subpart A) Ex-

hibit I amended......................... 38922
1924.56 (b)(3) added; interim ..........48283
1924.57 (d)(1)(iv) amended.............. 26680
1924.59 (e)(7) added; interim; eff. 2-

28-94 ......................................... 69195
1924.60 (a)(4) through (11) redesig-

nated as (a)(5) through (12); (a)
introductory text revised; new
(a)(4) added; interim ................. 48283

1924.73 (a), (b)(2) and (3) amended;
interim; eff. 2-28-94.................... 69195

1924.74 Added; interim; eff. 2-28-
94.............................................. 69195

1927.52 Amended ........................... 34868
1927.54 (c) introductory text

amended................................... 34868
1927.55 (c) and (d)(4) amended ........34868
1927.56 (b) amended ....................... 34868
1927.58 (g) and (h)(3) amended ........34868
1927.59 (a)(1) introductory text

amended................................... 34868
1930 Authority citation re-

vised......................................... 40868
1930.101—1939.150 (Subpart C) Re-

vised......................................... 40868
1930.101—1930.150 (Subpart C) Ex-

hibit B amended........................ 38922
Exhibit E amended ......................38923
Exhibit C amended ......................44263

1994
7 CFR 59 FR

Page

Chapter XVIII
Chapter XVIII Heading revised;

nomenclature change; in-
terim........................................ 66443

1900.6 Redesignated as 1900.7; new
1900.6 added............................... 43441

1900.7 Redesignated from
1900.6 ........................................ 43441

7 CFR—Continued 59 FR
Page

Chapter XVIII—Continued
1901.204 (a)(27) added; interim .......41389
1902 Authority citation re-

vised......................................... 54788
1902.1—1902.16 (Subpart A) Head-

ing revised ................................. 3778
1902.1 Introductory text added .......3778

(c) amended ...............................54788
1902.2 (e) amended......................... 54788
1902.4 Added ................................... 3778
1902.50 Added; OMB number............ 3778
1902.104 (a)(2) introductory text

and (3) amended ........................ 54788
1924.4 (i)(4) through (7) redesig-

nated as (i)(5) through (8); new
(i)(4) and (9) added....................... 6882

Regulation at 59 FR 6882 eff.
date corrected to 3–16–94 ............9805

1924.5 (f)(1)(iii) introductory text
and (F) revised .......................... 43723

1924.13 (a)(3), (e)(1)(iii)(B)(2), (iv),
(v), (vii)(B)(1), (2)(i)(B), (G),
(H), (ii)(C), (iii)(A), (iv), (v) and
(viii) revised............................... 6882

Regulation at 59 FR 6882 eff.
date corrected to 3–16–94 ............9805

1924.50 Revised; OMB number ......... 6885
Regulation at 59 FR 6885 eff.

date corrected to 3–16–94 ............9805
1924.1—1924.50 (Subpart A) Ex-

hibit D amended........................ 43723
1924.60 (c)(3) and (d)(2) amend-

ed............................................... 8519
1930.123 (i) amended........................ 6885

Regulation at 59 FR 6885 eff.
date corrected to 3–16–94 ............9805

1930.101—1939.150 (Subpart C) Ex-
hibit B amended ......................... 3779

Exhibit B, B–3 and B–8 amend-
ed ...............................................6886

Regulation at 59 FR 6886 eff.
date corrected to 3–16–94 ............9805

1995
7 CFR 60 FR

Page

Chapter XVIII
Chapter XVIII Heading cor-

rected; nomenclature change;
CFR correction......................... 20005

1900 Authority citation re-
vised................................ 55122, 67318

1900.51—1900.56 (Subpart B) Re-
vised; interim; eff. 1–16–96 ......... 67318

1900.52 (l) added............................. 55122
1910.1 (d) added ............................. 55122
1910.4 (a) revised ........................... 55122
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7 CFR (1–1–02 Edition)

7 CFR—Continued 60 FR
Page

Chapter XVIII—Continued
1910.5 (c)(6) amended; (e) added......55122
1910.6 (g) introductory text and

(1) and (j) amended .................... 55122
1924 Authority citation re-

vised......................................... 24543
1924.6 (c) introductory text

amended................................... 55122
1924.9 (a) amended ........................ 55122
1924.101 Revised ............................ 24543
1924.102 Revised ............................ 24543
1924.103 Revised ............................ 24543
1924.104 Added .............................. 24544
1924.105 Revised ............................ 24544
1924.106 Revised ............................ 24544
1924.107 Revised ............................ 24545
1924.108 Revised ............................ 24546
1924.109 Removed.......................... 24546
1924.110 Removed.......................... 24546
1924.114 Removed.......................... 24546
1924.115 Revised ............................ 24546
1924.116 Removed.......................... 24546
1924.117 Removed.......................... 24546
1924.118 Removed.......................... 24546
1924.119 Revised ............................ 24546
1924.120 Removed.......................... 24546
1924.121 Removed.......................... 24546
1924.122 Revised ............................ 24546
1924.123 Removed.......................... 24547
1924.124 Removed.......................... 24547
1924.150 Revised (OMB num-

ber) .......................................... 24547
1924.101—1924.150 (Subpart C) Ex-

hibit A removed ........................ 24547

1996
7 CFR 61 FR

Page

Chapter XVIII
Chapter XVIII Heading revised;

nomenclature change .........1109, 2899
1901.151—1901.158 (Subpart D) Re-

moved ...................................... 56116
1901.201—1901.205 (Subpart E) Au-

thority citation revised.............. 3781
1901.204 (a)(27) revised .................... 3781
1901.351—1901.360 (Subpart H) Re-

moved ........................................ 6309
1903 Removed ............................... 21362
1910 Authority citation re-

vised................................ 35919, 59777
Technical correction ...................63928

1910.1 Introductory text and (a)
amended; (c) revised; (e) added;
interim..................................... 35919

7 CFR—Continued 61 FR
Page

Chapter XVIII—Continued
Introductory text revised; in-

terim ........................................59777
1910.3 Introductory text, (a) in-

troductory text, (1), (2), (4)(i)
and (ii) amended; interim..........35919

1910.4 (h) and (j) removed; (c)
through (g) redesignated as (d)
through (h); (b), new (e)
through new (h), (i)(1) intro-
ductory text, (i), (ii)(B) and (5)
revised; new (c) added; new (d)
heading, new (1), new (3)(i) in-
troductory text, new (iii) in-
troductory text, new (v), (k) in-
troductory text, (1), (3) and (4)
amended; interim ..................... 35920

1910.5 (c)(1) and (4) introductory
text amended; (c)(5) revised;
interim..................................... 35921

1910.6 Removed; interim ............... 35922
1910.7 Removed; interim ............... 35922
1910.8 Removed; interim ............... 35922
1910.9 Removed; interim ............... 35922
1910.10 (b) amended; interim .........35922
1910.11 Revised; interim................ 35922
1922 Authority citation re-

vised......................................... 59777
Technical correction ...................63928

1922.101—1922.150 (Subpart C) Re-
moved; interim......................... 59777

1924 Authority citation re-
vised....................... 35922, 56116, 65156

1924.5 (d)(4) added; eff. 1–10–97 ........ 65156
1924.6 (a)(3)(iv), (6) and (8) amend-

ed; (a)(5) revised........................ 56116
1924.13 (e)(1)(ii) amended............... 56116
1924.51 Revised; interim................ 35922
1924.54 Added; interim .................. 35922
1924.55 Added; interim .................. 35922
1924.56 Revised; interim................ 35923
1924.58 Revised; interim................ 35924
1924.59 Revised; interim................ 35924
1924.60 Revised; interim................ 35924
1924.61 Removed; interim.............. 35924
1924.62 Removed; interim.............. 35924
1924.71 Removed; interim.............. 35924
1924.73 Removed; interim.............. 35924
1924.74 Amended; interim ............. 35924
1924.100 Revised (OMB number);

interim..................................... 35924
1924 Exhibit A amended; in-

terim........................................ 35924
1927 Revised ................................. 11711
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List of CFR Sections Affected

1997
7 CFR 62 FR

Page

Chapter XVIII
1901.204 (a)(28) added; interim .......16468

(a)(25) revised ..............................33510
(a)(27) amended............................42387

1910.1 (a) amended; interim ............ 9353
1910.3 (c) amended; interim............. 9353
1910.4 (b)(19) removed; (b)(20)

through (23) redesignated as
(b)(19) through (22); (f) amend-
ed; interim ................................. 9353

1910.5 (c) introductory text re-
vised; (c)(6) removed; in-
terim........................................ 28618

1910.10 (a)(1) revised; interim..........9353
1924.5 (h) corrected; CFR correc-

tion .......................................... 49907
1930 Authority citation re-

vised......................................... 25065
Hearing .......................................28982

1930.105 (b)(10) revised; interim .....25065
1930.106 Added; interim................. 25065
1930.101—1930.150 (Subpart C) Ex-

hibits B, B–1 and E amended;
interim..................................... 25065

Exhibit B amended; interim ........25066

1998
7 CFR 63 FR

Page

Chapter XVIII
1910 Comment period reopened........29091
1922 Comment period reopened........29091

7 CFR—Continued 63 FR
Page

Chapter XVIII—Continued
1930 Authority citation revised.........2135
1930.122 (b)(4)(i)(A)(1) amended .........2135

1999
7 CFR 64 FR

Page

Chapter XVIII
1922 Removed ............................... 62568
1924.1—1924.50 (Subpart A) Ex-

hibit D amended........................ 48085

2000
(No regulations published)

2001
7 CFR 66 FR

Page

Chapter XVIII
1901 Authority citation re-

vised .......................................... 7568
1901.1—1901.5 (Subpart A) Re-

moved ........................................ 7568
1902 Authority citation re-

vised .......................................... 1569
1902.15 (c) amended......................... 1569

Regulation at 66 FR 1569 eff.
date delayed...............................8886

1910.1 (f) added; interim.................. 1572
1910.4 (b) amended; (c) through (k)

redesignated as (d) through (l);
new (c) added; interim ................ 1572

Æ
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