RHS, RBS, RUS, FSA, USDA

(c) Applications. The District Director
should assist the applicant in applica-
tion assembly and processing.

(1) State Directors should have appli-
cations in process representing ap-
proximately 150 percent of the current
State allocation.

(2) The application docket will in-
clude SF 424.2, and related forms, ma-
terials, and information. The applica-
tion will be assembled in accordance
with guide 15 of this subpart or State
guides developed under §1942.16 of this
subpart.

(3) When an applicant is notified to
proceed with an application, the Dis-
trict Director should arrange for a con-
ference with the applicant to provide
copies of appropriate appendices and
forms; furnish guidance necessary for
orderly application processing; and to
initiate a processing checklist for es-
tablishing a time schedule for com-
pleting items using Form FmHA or its
successor agency under Public Law 103-
354 1942-39, “‘Processing Check List
(Other Than Public Bodies),”” or Form
FmHA or its successor agency under
Public Law 103-354 1942-40, ‘‘Processing
Check List (Public Bodies),”” or other
checklist adopted for use in the State.
The District Director will confirm de-
cisions made at this conference by let-
ter to the applicant and by a copy of
the processing checklist. The original
and a copy of the processing checklist
will be retained in the District Office
and a copy will be forwarded to the
State Office. The original and copy of
the checklist retained in the District
Office will be kept current as applica-
tion processing actions are taken. The
copy will be sent to the State Office to
use in updating its copy of this form.
The State Office will then return the
District Office’s copy. As the applica-
tion is being processed, and the need
develops for additional conferences, the
District Director will arrange with the
applicant for such conference to extend
and update the processing checklist.

(d) Review of decision. If at any time
prior to loan approval it is decided that
favorable action will not be taken on a
preapplication or application, the Dis-
trict Director will notify the applicant
in writing of the reasons why the re-
quest was not favorably considered.
The notification to the applicant will

§1942.3

state that a review of this decision by
FmHA or its successor agency under
Public Law 103-354 may be requested by
the applicant under subpart B of part
1900 of this chapter. The following
statement will also be made on all no-
tifications of adverse action.

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, age (provided that the appli-
cant has the capacity to enter into a binding
contract); because all or part of the appli-
cant’s income is derived from any public as-
sistance program; or because the applicant
has in good faith exercised any right under
the Consumer Credit Protection Act. The
Federal agency that administers compliance
with this law is the Federal Trade Commis-
sion, Equal Credit Opportunity, Washington,
DC 20580.

(e) Joint funding. FMHA or its suc-
cessor agency under Public Law 103-354
may finance projects jointly with funds
from other sources, such as, commer-
cial/private lenders, Federal agencies,
State and local Governments, etc.
Other departments, agencies, and exec-
utive establishments of the Federal
Government may participate and pro-
vide financial and technical assistance
jointly with FmHA or its successor
agency under Public Law 103-354 to any
applicant to whom FmHA or its suc-
cessor agency under Public Law 103-354
is providing assistance. The amount of
participation by the other department,
agency, or executive establishment
shall only be limited by its authorities
except that any limitation on joint
participation itself is superseded by
section 125 of Pub. L. 95-334 (Section
347, Consolidated Farm and Rural De-
velopment Act, as amended).

[50 FR 7296, Feb. 22, 1985, as amended at 53
FR 6786, Mar. 3, 1988; 54 FR 47197, Nov. 13,
1989; 55 FR 13503 and 15304, Apr. 11, 1990; 57
FR 21194, May 19, 1992; 61 FR 6309, Feb. 20,
1996]

§1942.3 Preparation of appraisal re-
ports.

When the loan approval official re-
quires an appraisal, Form FmHA or its
successor agency under Public Law 103-
354 422-10, ‘“‘Appraisal Report—Water
and Waste Disposal Systems,” may be
used with appropriate supplements.
Form FmHA or its successor agency
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under Public Law 103-354 442-10 may be
modified as appropriate or other appro-
priate format may be used for facilities
other than water and waste disposal.
Appraisal reports prepared for use in
connection with the purchase of exist-
ing essential community facilities or
when required by §1942.17
@OGinB)©@), (@E)aIinE)(2), and
(J)(4) of this subpart, may be prepared
by the FmHA or its successor agency
under Public Law 103-354 engineer/ar-
chitect or, if desired by the State Di-
rector, some other qualified appraiser.
The loan approval official may require
an applicant to provide an appraisal
prepared by an independent qualified
appraiser; however, the loan approval
official must determine that the ap-
praised value shown in such reports re-
flects the present market value.

[50 FR 7296, Feb. 22, 1985, as amended at 53
FR 6786, Mar. 3, 1988]

§1942.4 Borrower contracts.

The State Director will, with assist-
ance as necessary by the Office of the
General Counsel (OGC), concur in
agreements between borrowers and
third parties such as contracts for pro-
fessional and technical services and
contracts for the purchase of water or
treatment of waste. State Directors are
expected to work closely with rep-
resentatives of engineering and archi-
tectural societies, bar associations,
commercial lenders, accountant asso-
ciations, and others in developing
standard forms of agreements, where
needed, and other such matters in
order to expedite application proc-
essing, minimize referrals to OGC, and
resolve problems which may arise.

§1942.5 Application review and ap-
proval.

(a) Procedures for review. Ordinarily
FmHA or its successor agency under
Public Law 103-354 staff review will
proceed as applications are being devel-
oped. An overall review of the appli-
cant’s financial status, including a re-
view of all assets and liabilities, will be
a part of the docket review process by
the staff and approval officials. The en-
gineering/architect reports and associ-
ated data are to be reviewed by the
FmHA or its successor agency under
Public Law 103-354 staff engineer or ar-
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chitect, as appropriate, as soon as
available but prior to the District Di-
rector’s completion of the project sum-
mary. During the review the District
Director in all cases will make certain
that no low income or minority com-
munity within the service area has
been omitted or discouraged from par-
ticipating in the proposed project. The
District Director will also determine
how the service area was defined to as-
sure that gerrymandering of specific
communities or areas has not occurred.
The findings should be documented in
the running record. Prior to presenting
the assembled application to the ap-
proval official, the assembled applica-
tion ordinarily will be processed in the
following sequence:

(1) The Rural Development manager
will complete the project summary, in-
cluding written analysis and rec-
ommendations, and will prepare a draft
letter of conditions listing all the re-
quirements that the applicant must
agree to meet within a specific time.

(i) Requirements listed in letters of
conditions will include the following
unless inappropriate due to the par-
ticular type of funding or entity in-
volved: Maximum amount of loan and/
or grant which may be considered,
scheduling of payments, term of loan
and any deferment of principal which
may be allowed, reserve requirements,
compliance with section 504 of the Re-
habilitation Act of 1973, number of
users (members) and verification re-
quired, contributions rates and
charges, interim financing, disburse-
ment of funds, security requirements,
graduation requirements, debt collec-
tion policies execution of Form FmHA
or its successor agency under Public
Law 103-354 1910-11, ‘““‘Application Cer-
tification, Federal Collection Policies
for Consumer or Commercial Debts,”
organization, business operations, in-
surance and bonding (including appli-
cant/borrower and contractor), con-
struction contract documents and bid-
ding, accounts, records, and audit re-
ports required (including requirements
of OMB Circulars A-128 and A-110),
adoption of Form FmHA or its suc-
cessor agency under Public Law 103-354
1942-47, “‘Loan Resolution (Public Reso-
lution),” for public bodies or Form
FmHA or its successor agency under
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