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Law 103–354’s ultimate decision making 
authority to approve or deny loans. 
However, the grantee may ask for clar-
ification that may be helpful in work-
ing with future applicants. Grant funds 
may not be used to pay any expense in 
connection with an appeal that the ap-
plicant may file or pursue. 

[55 FR 41833, Oct. 16, 1990, as amended at 67 
FR 78328, Dec. 24, 2002] 

§ 1944.424 Dwelling construction and 
standards. 

All construction will be performed in 
accordance with subpart A of part 1924 
of this chapter. The planned work must 
meet the building requirements of 7 
CFR part 3550 and meet the Develop-
ment Standards as defined in subpart A 
of part 1924 of this chapter and in any 
local codes. Sites and site develop-
ments must conform to the require-
ments of subpart C of part 1924 of this 
chapter. 

[55 FR 41833, Oct. 16, 1990, as amended at 67 
FR 78328, Dec. 24, 2002] 

§ 1944.425 Handling and accounting 
for borrower loan funds. 

Grantees will be required to admin-
ister borrower loan funds during the 
construction phases. The extent of 
their involvement will depend on the 
experience of the grantee and the 
amount of authority delegated to them 
by the District Director in accordance 
with § 1924.6(c) of subpart A of part 1924 
of this chapter. Training should in-
clude FmHA or its successor agency 
under Public Law 103–354’s non-dis-
crimination policies in receiving appli-
cations. 

§ 1944.426 Grant closeout. 
(a) Grant purposes completed. Prompt-

ly after the date of completion, grant 
closeout actions will be taken to allow 
the orderly discontinuance of grantee 
activity. 

(1) The grantee will immediately re-
fund to Rural Development any bal-
ance of grant funds that are not com-
mitted for the payment of authorized 
expenses. 

(2) The grantee will furnish Form 
SF–269A, ‘‘Financial Status Report 
(short form)’’ to FmHA or its successor 
agency under Public Law 103–354 within 

90 days after the date of completion of 
the grant. All other financial, perform-
ance, and other reports required as a 
condition of the grant also will be com-
pleted. 

(3) After the grant closeout, FmHA 
or its successor agency under Public 
Law 103–354 retains the right to recover 
any disallowed costs which are discov-
ered as a result of the final audit. 7 
CFR part 3550 will be used by FmHA or 
its successor agency under Public Law 
103–354 to recover any unauthorized ex-
penditures. 

(4) The grantee will provide FmHA or 
its successor agency under Public Law 
103–354 an audit conforming to those 
requirements established in this part, 
including audits of self-help borrower 
accounts. 

(5) Upon request from the recipient, 
any allowable reimbursable cost not 
covered by previous payments shall be 
promptly paid by FmHA or its suc-
cessor agency under Public Law 103– 
354. 

(b) Grant purposes not completed—(1) 
Notification of termination. The State 
Director will promptly notify the 
grantee and the National Office in 
writing of the termination action in-
cluding the specific reasons for the de-
cision and the effective date of the ter-
mination. The notification to the 
grantee will specify that if the grantee 
believes the reason for the proposed 
termination can be resolved, the grant-
ee should, within 15 calendar days of 
the date of this notification, contact 
the State Director in writing request-
ing a meeting for further consider-
ation. The meeting will be an informal 
proceeding at which the grantee will be 
given the opportunity to provide what-
ever additional information it believes 
should be considered in reaching a de-
cision concerning the case. The grantee 
may have an attorney or any other per-
son present at the meeting if desired. 
Within 7 calendar days of the meeting, 
the State Director will determine what 
action to take. 

(i) If the State Director determines 
that termination is not necessary, the 
grantee will be informed by letter 
along with the District Director. 

(ii) If the State Director determines 
that termination of the grant is appro-
priate, he/she will promptly inform the 
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grantee by the use of exhibit B–3 of 
subpart B of part 1900 of this chapter. 

(2) National Office review. (i) Upon re-
ceipt of a request from a grantee that 
the decision of the State Director be 
reconsidered, the National Office will 
make a preliminary decision con-
cerning the continued funding of the 
grantee during the appeal period. Writ-
ten notification of the decision will be 
given to the State Director and grant-
ee. 

(ii) The National Office will then ob-
tain a comprehensive report on the 
matter from the State Office. This in-
formation will be considered together 
with any additional information that 
may be provided by the grantee. 

(c) Grant suspension. When the grant-
ee has failed to comply with the terms 
of the agreement, the District Director 
will promptly report the facts to the 
State Director. The State Director will 
consider termination or suspension of 
the grant usually only after a Grantee 
has been classified as ‘‘high risk’’ in ac-
cordance with § 1944.417(b)(2) of this 
subpart. When the State Director de-
termines that the grantee has a reason-
able potential to correct deficiencies 
the grant may be suspended. The State 
Director will request written author-
ization from the National Office to sus-
pend a grantee. The suspension will ad-
here to 7 CFR parts 3015 and 3016. The 
grantee will be notified of the grant 
suspension in writing by the State Di-
rector. The State Director will also 
promptly inform the grantee of its 
rights to appeal the decision by use of 
exhibit B–3 of subpart B of part 1900 of 
this chapter. 

(d) Grant termination. The State Di-
rector may terminate the grant agree-
ment whenever FmHA or its successor 
agency under Public Law 103–354 deter-
mines that the grantee has failed to 
comply with terms of the Agreement. 
The reasons for termination may in-
clude, but are not limited to, such 
problems as listed in paragraph (e)(3)(i) 
of exhibit A of this subpart. The State 
Director may also withhold further dis-
bursement of grant funds and prohibit 
the grantee from incurring additional 
obligations of grant funds with written 
approval of the National Office. FmHA 
or its successor agency under Public 
Law 103–354 will allow all necessary 

and proper costs which grantee could 
not reasonably avoid. 

(1) Termination for cause. The grant 
agreement may be terminated in 
whole, or in part, at any time before 
date of completion, whenever FmHA or 
its successor agency under Public Law 
103–354 determines that the grantee has 
failed to comply with terms of the 
Agreement. The State Director will no-
tify the grantee in writing giving the 
reasons for the action and inform the 
grantee of its rights of appeal by use of 
exhibit B–3 of subpart B of part 1900 of 
this chapter. 

(2) Termination for convenience. FmHA 
or its successor agency under Public 
Law 103–354 or the grantee may termi-
nate the grant in whole, or in part, 
when both parties agree that the con-
tinuation of the grant would not 
produce beneficial results. The two par-
ties will agree in writing to the termi-
nation conditions including the effec-
tive date. No notice of rights of appeal 
will be issued by FmHA or its successor 
agency under Public Law 103–354. 

[55 FR 41833, Oct. 16, 1990, as amended at 67 
FR 78328, Dec. 24, 2002; 68 FR 61331, Oct. 28, 
2003] 

§ 1944.427 Grantee self-evaluation. 

Annually or more often, the board of 
directors will evaluate their own self- 
help program. Exhibit E of this subpart 
is provided for that purpose. It is also 
recommended that they review their 
personnel policy, any audits that may 
have been conducted and other reports 
to determine if they need to make ad-
justments in order to prevent fraud and 
abuse, and meet the goals in the cur-
rent grant agreement. 

§§ 1944.428–1944.449 [Reserved] 

§ 1944.450 OMB control number. 

The reporting and recordkeeping re-
quirements contained in this regula-
tion have ben approved by the Office of 
Management and Budget and have been 
assigned OMB control number 0575– 
0043. Public reporting burden for this 
collection of information is estimated 
to vary from 10 minutes to 18 hours per 
response, with an average of 1.17 hours 
per response including time for review-
ing instructions, searching existing 
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