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stages of construction as determined 
by the District Director and the bor-
rower. Inspections by FmHA or its suc-
cessor agency under Public Law 103–354 
are solely for its benefit as lender. 

(i) An initial inspection should be 
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. If 
the building design does not include 
concrete footings the initial inspection 
should be made just after or during the 
placement of poles or other foundation 
materials. 

(ii) An inspection should be made 
when the building is enclosed, struc-
tural members are still exposed, rough-
ing in for heating, plumbing and elec-
trical work is in place and visible, and 
wall insulation and vapor barriers are 
installed. 

(iii) A final inspection should be 
made when all development of the 
structure has been completed and the 
structrure is ready for its intended use. 

(4) Prefinal inspections. A prefinal in-
spection will be made by the owner, 
project inspector, owner’s architect or 
engineer, representatives of other 
agencies involved, and the District Di-
rector. The inspection results will be 
recorded on Form FmHA or its suc-
cessor agency under Public Law 103–354 
1924–12, ‘‘Inspection Report,’’ and a 
copy provided to all interested parties, 
including the FmHA or its successor 
agency under Public Law 103–354 State 
Director. 

(5) Final inspection. A final inspection 
will be made by FmHA or its successor 
agency under Public Law 103–354 before 
final payment is made. 

(6) Changes in development plans. (i) 
Changes in development plans may be 
approved by FmHA or its successor 
agency under Public Law 103–354 when 
requested by owners, provided: 

(A) Funds are available to cover any 
additional costs; and 

(B) The change is for an authorized 
loan purpose; and 

(C) It will not adversely affect the 
soundness of the facility operation or 
FmHA or its successor agency under 
Public Law 103–354’s security; and 

(D) The change is within the scope of 
the contract; and 

(E) Any applicable requirements of 
subpart G of part 1940 of this chapter 
have been met. 

(ii) Changes will be recorded on Form 
FmHA or its successor agency under 
Public Law 103–354 1924–7, ‘‘Contract 
Change Order,’’ or other similar forms 
may be used with the prior approval of 
the District Director. Regardless of the 
form, change orders must be approved 
by the FmHA or its successor agency 
under Public Law 103–354 District Di-
rector. 

(iii) Changes should be accomplished 
only after FmHA or its successor agen-
cy under Public Law 103–354 approval 
on all changes which affect the work 
and shall be authorized only by means 
of contract change order. The change 
order will include items such as: 

(A) Any changes in labor and mate-
rial and their respective cost. 

(B) Changes in facility design. 
(C) Any decrease or increase in quan-

tities based on final measurements 
that are different from those shown in 
the bidding schedule. 

(D) Any increase or decrease in the 
time to complete the project. 

(iv) All changes shall be recorded on 
chronologically numbered contract 
change orders as they occur. Change 
orders will not be included in payment 
estimates until approved by all parties. 

[52 FR 43726, Nov. 16, 1987; 52 FR 47097, Dec. 
11, 1987] 

§ 1942.127 Project monitoring and fund 
delivery. 

(a) Coordination of funding sources. 
When a project is jointly financed, the 
District Director will reach any needed 
agreement or understanding with the 
representatives of the other source of 
funds on distribution of responsibilities 
for handling various aspects of the 
project. These responsibilities will in-
clude supervision of construction, in-
spections and determination of compli-
ance with appropriate regulations con-
cerning equal employment opportuni-
ties, wage rates, nondiscrimination in 
making services or benefits available, 
and environmental compliance. If any 
problems develop which cannot be re-
solved locally, complete information 
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should be sent to the State Office for 
advice. 

(b) Multiple advances. Loans under 
this subpart are subject to the provi-
sions of § 1942.17 (p)(2) of subpart A of 
this part 1942. 

(c) Use and accountability of funds. 
Loans under this subpart are subject to 
the provisions of § 1942.17 (p)(3) of sub-
part A of this part 1942. 

(d) Development inspections. Loans 
under this subpart are subject to the 
provisions of § 1942.17(p)(4) of subpart A 
of this part 1942. 

(e) Payment for project costs. Each 
payment for project costs must be ap-
proved by the borrower’s governing 
body. 

(1) Construction. Payment for con-
struction must be for amounts shown 
on payment estimate forms. Form 
FmHA or its successor agency under 
Public Law 103–354 1924–18, ‘‘Partial 
Payment Estimate,’’ may be used for 
this purpose or other similar forms 
may be used with the prior approval of 
the District Director. However, the 
District Director cannot require more 
reporting burden than is required by 
Form FmHA or its successor agency 
under Public Law 103–354 1924–18. Ad-
vances for contract retainage will not 
be made until such retainage is due and 
payable under the terms of the con-
tract. The review and acceptance of 
project cost, including construction 
partial payment estimates, by FmHA 
or its successor agency under Public 
Law 103–354 does not attest to the cor-
rectness of the amounts, the quantities 
shown, or that the work has been per-
formed under the terms of agreements 
or contracts. 

(2) Major equipment. Payment for 
major equipment should generally co-
incide with delivery of the usable 
equipment, along with any necessary 
title or certifications, to the borrower. 
Borrowers may not use FmHA or its 
successor agency under Public Law 103– 
354 loan funds to make deposits on 
equipment not ready for delivery. If a 
borrower purchases a truck chassis 
from one supplier and another supplier 
will complete the development of a fire 
or rescue vehicle, FmHA or its suc-
cessor agency under Public Law 103–354 
may release funds to pay for the chas-

sis when title to the chassis is trans-
ferred to the borrower. 

(f) Use of remaining funds. Loans 
under this subpart are subject to the 
provisions of § 1942.17 (p)(6) of subpart A 
of this part 1942. 

[52 FR 43726, Nov. 16, 1987; 52 FR 47097, Dec. 
11, 1987] 

§ 1942.128 Borrower accounting meth-
ods, management reports and au-
dits. 

(a) Loans under this subpart are sub-
ject to the provisions of § 1942.17(q) of 
subpart A of this part 1942 except as 
provided in this section. 

(b) Borrowers with annual incomes 
not exceeding $100,000 may, with con-
currence of the District Director, use 
Form FmHA or its successor agency 
under Public Law 103–354 1942–53, ‘‘Cash 
Flow Report,’’ instead of page one of 
schedule one and schedule two of Form 
FmHA or its successor agency under 
Public Law 103–354 442–2, ‘‘Statement of 
Budget, Income, and Equity.’’ When 
used for budgeting, the cash statement 
should be projected for the upcoming 
fiscal year. When used for quarterly or 
annual reports, the cash flow report 
should include current year projections 
and actual data for the prior year, the 
quarter just ended, and the current 
year to date. 

§ 1942.129 Borrower supervision and 
servicing. 

Loans under this subpart are subject 
to the provisions of § 1942.17(r) of sub-
part A of this part 1942 and subpart E 
of part 1951 of this chapter. 

§§ 1942.130–1942.131 [Reserved] 

§ 1942.132 Subsequent loans. 

Subsequent loans will be processed 
under this subpart. 

§ 1942.133 Delegation and redelegation 
of authority. 

Loan approval authority is in sub-
part A of part 1901 of this chapter. 
State Directors may delegate approval 
authority to District Directors to ap-
prove fire and rescue loans regardless 
of whether authority to approve other 
community facility loans is delegated. 
Except for loan approval authority, 
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