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signing Form FmHA or its successor 
agency under Public Law 103–354 1940–1. 
The requesting official will furnish se-
curity identification as necessary. The 
requesting official will record the date, 
time of request, and their initials on 
the original Form FmHA or its suc-
cessor agency under Public Law 103–354 
1940–1. 

(4) The obligation date and date the 
applicant is notified of loan and/or 
grant approval is six working days 
from the date funds are reserved unless 
an exception is granted by the National 
Office. 

(5) Immediately after verifying that 
funds have been reserved, utilizing the 
FmHA or its successor agency under 
Public Law 103–354 Field Office ter-
minal system status inquiry function, 
the State Director or designee will no-
tify by telephone, the Legislative Af-
fairs and Public Information Staff in 
the National Office as required by 
FmHA Instruction 2015–C, ‘‘Announce-
ment of Approval of Loans, Grants, or 
Guaranteed Loans for Rural Project,’’ 
(available in any FmHA or its suc-
cessor agency under Public Law 103–354 
State Office). 

(6) Loan approval and applicant noti-
fication will be accomplished by the 
State Director or designee by mailing 
to the applicant on the obligation date 
a copy of Form FmHA or its successor 
agency under Public Law 103–354 1940–1 
which has been previously signed by 
the applicant and loan approval offi-
cial. The date the applicant is notified 
is also the date the interest rate at 
loan approval is established. The State 
Director or designee will record the 
date of applicant notification and the 
interest rate in effect at that time on 
the original of Form FmHA or its suc-
cessor agency under Public Law 103–354 
1940–1 and include it as a permanent 
part of the District Director project 
file with a copy placed in the State Of-
fice file. 

(7) If a transfer of obligation of funds 
is necessary, complete Form FmHA or 
its successor agency under Public Law 
103–354 450–10, ‘‘Advice of Borrower’s 
Change of Address, Name, Case Num-
ber, or Loan Number,’’ and process via 
the FmHA or its successor agency 
under Public Law 103–354 Field Office 
terminal system. An obligation of 

funds established for an applicant may 
be transferred to a different (sub-
stituted) applicant provided: 

(i) The substituted applicant is eligi-
ble to receive the assistance approved 
for the original applicant; and 

(ii) The substituted applicant bears a 
close and genuine relationship to the 
original applicant (such as two organi-
zations that are controlled by the same 
individuals); and 

(iii) The need for and scope of the 
project and the purpose(s) for which 
FmHA or its successor agency under 
Public Law 103–354 funds will be used 
remain substantially unchanged. 

[50 FR 7296, Feb. 22, 1985, as amended at 50 
FR 33332, Aug. 19, 1985; 50 FR 43378, Oct. 25, 
1985; 53 FR 6787, Mar. 3, 1988; 54 FR 47196– 
47197, Nov. 13, 1989; 63 FR 16089, Apr. 2, 1998; 
67 FR 60584, Sept. 27, 2002; 67 FR 63019, Oct. 9, 
2002; 76 FR 80730, Dec. 27, 2011] 

§ 1942.6 Preparation for loan closing. 

(a) Obtaining closing instructions. 
Completed dockets will be reviewed by 
the State Director. The information re-
quired by OGC will be transmitted to 
OGC with a request for closing instruc-
tions. Upon receipt of the closing in-
structions from OGC, the State Direc-
tor will forward them along with any 
appropriate instructions to the District 
Director. Upon receipt of closing in-
structions, the District Director will 
discuss with the applicant and its ar-
chitect or engineer, attorney, and 
other appropriate representatives, the 
requirements contained therein and 
any actions necessary to proceed with 
closing. 

(b) Verification of users and other 
funds. (1) In connection with a loan for 
a utility type project to be secured by 
a pledge of user fees or revenues, the 
District Director will authenticate the 
number of users prior to loan closing or 
the commencement of construction, 
whichever occurs first. Such individual 
will review each signed user agreement 
and check evidence of cash contribu-
tions. If during the review any indica-
tion is received that all signed users 
may not connect to the system, there 
will be such additional investigation 

VerDate Mar<15>2010 09:17 Feb 01, 2013 Jkt 229024 PO 00000 Frm 00133 Fmt 8010 Sfmt 8010 Y:\SGML\229024.XXX 229024er
ow

e 
on

 D
S

K
2V

P
T

V
N

1P
R

O
D

 w
ith

 C
F

R



124 

7 CFR Ch. XVIII (1–1–13 Edition) § 1942.7 

made as deemed necessary to deter-
mine the number of users who will con-
nect to the system. The District Direc-
tor will record the determination in a 
memorandum to the State Director. 

(2) In all cases the availability and 
amounts of other funds to be used in 
the project will be verified by FmHA or 
its successor agency under Public Law 
103–354. 

(c) Initial compliance review. An initial 
compliance review should be completed 
under subpart E of part 1901 of this 
chapter. 

(d) Ordering loan checks. Checks will 
not be ordered until: 

(1) The applicant has complied with 
approval conditions and closing in-
structions, except for those actions 
which are to be completed on the date 
of loan closing or subsequent thereto; 
and 

(2) The applicant is ready to start 
construction or funds are needed to pay 
interim financing obligations. 

(e) Multiple advances of FmHA or its 
successor agency under Public Law 103– 
354 funds. When FmHA or its successor 
agency under Public Law 103–354 pro-
vides loan funds during the construc-
tion period using interim (temporary) 
instruments described in § 1942.19(g) of 
this subpart, the following action will 
be taken prior to the issuance of the 
permanent instruments: 

(1) The Finance Office will be notified 
of the anticipated date for retirement 
of the interim instruments and 
issuance of permanent instruments of 
debt. 

(2) The Finance Office will prepare a 
statement of account including ac-
crued interest through the proposed 
date of retirement and also show the 
daily interest accrual. The statement 
of account and the interim financing 
instruments will be forwarded to the 
District Director. 

(3) The District Director will collect 
interest through the actual date of the 
retirement and obtain the permanent 
instrument(s) of debt in exchange for 
the interim financing instruments. The 
permanent instruments and the cash 
collection will be forwarded to the Fi-
nance Office immediately, except that 
for promissory notes and single instru-
ment bonds fully registered as to prin-
cipal and interest, the original will be 

retained in the District Office and a 
copy will be forwarded to the Finance 
Office. In developing the permanent in-
struments, the sequence of preference 
set out in § 1942.19(e) of this subpart 
will be followed. 

[50 FR 7296, Feb. 22, 1985, as amended at 53 
FR 6787, Mar. 3, 1988; 53 FR 26589, July 14, 
1988] 

§ 1942.7 Loan closing. 
Loans will be closed in accordance 

with the closing instructions issued by 
the OGC and § 1942.17(o) of this subpart 
and as soon as possible after receiving 
the check. 

(a) Authority to execute, file, and 
record legal instruments. Area Office em-
ployees are authorized to execute and 
file or record any legal instruments 
necessary to obtain or preserve secu-
rity for loans. 

(b) Preparation of mortgages. Unless 
otherwise required by State law or un-
less an exception is approved by the 
State Director with advice of the OGC, 
only one mortgage will be taken even 
though the indebtedness is to be evi-
denced by more than one instrument. 

(c) Source of funds for insured loans. 
All loans will be made from the Rural 
Development Insurance Fund (RDIF). 

(d) Unused funds. Obligated funds 
planned for project development which 
remain after all authorized costs have 
been provided for will be disposed of in 
accordance with § 1942.17(p)(6) of this 
subpart. 

(e) Loan disbursements. Whenever a 
loan disbursement is received, lost, or 
destroyed, the Rural Development 
Manager will take appropriate actions 
outlined in Rural Development Instruc-
tion 2018–D. 

(f) Supervised bank accounts. Super-
vised bank accounts will be handled 
under subpart A of part 1902 of this 
chapter. 

[50 FR 7296, Feb. 22, 1985, as amended at 53 
FR 6787, Mar. 3, 1988; 59 FR 54788, Nov. 2, 1994; 
68 FR 61331, Oct. 28, 2003; 70 FR 19253, Apr. 13, 
2005] 

§ 1942.8 Actions subsequent to loan 
closing. 

(a) Mortgages. Real estate or chattel 
mortages or security instruments will 
be delivered to the recording office for 
recordation or filing, as appropriate. A 
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