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paragraph (a) of this section, unless a 
determination is made in accordance 
with § 1965.215 and exhibit E of this sub-
part that the restrictions may be re-
leased or that the property is deter-
mined non-program property. Tenants 
will receive all appropriate notifica-
tions as they would for prepaying 
projects not being accelerated. 

(d) Bankruptcy. Bankruptcy pro-
ceedings will have no effect on contrac-
tual requirement for restrictive-use. 

§ 1965.224 Prepayment of loans caused 
by advance payments on the ac-
count. 

If the loan on a project, in which the 
last loan to build or acquire new units 
was obligated prior to December 15, 
1989, reaches or falls below six remain-
ing payments due to borrower vol-
untary advance payments or manda-
tory extra payments required by 
FmHA or its successor agency under 
Public Law 103–354 regulation or law, 
the borrower will be notified that the 
final payment on the account cannot 
be accepted unless a prepayment re-
quest is made. FmHA or its successor 
agency under Public Law 103–354 will 
inform the borrower that, by law, pre-
payment regulations must be followed 
for all loans requesting prepayment 
subsequent to enactment of the law. 
The borrower will be required to sub-
mit all applicable information required 
by § 1965.205 of this subpart and com-
plete all applicable actions required by 
this subpart before a final payment can 
be accepted. 

§§ 1965.225–1965.248 [Reserved] 

§ 1965.249 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 the 
Administrator finds that application of 
such requirement would adversely af-
fect the interest of the Government, 
adversely affect the accomplishment of 
the purposes of the RRH or LH pro-
grams, or result in undue hardship on 
the tenants by applying the require-
ments. The Administrator may exer-
cise the authority at the request of the 
State Director. The State Director will 
submit the request supported by data 

that demonstrates the adverse impact, 
citing the particular requirement in-
volved and recommending proper alter-
native course(s) of action, and out-
lining how the adverse impact could be 
mitigated. Exception to any require-
ment may also be initiated by the As-
sistant Administrator for Housing. 

§ 1965.250 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 
0575–0155. Public reporting burden for 
this collection of information is esti-
mated to vary from 5 minutes to 5 
hours per response, with an average of 
1.3 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 control num-
ber 0575–0155), Washington, DC 20503. 

EXHIBIT A TO SUBPART E OF PART 1965– 
1—REQUIRED CLAUSES FOR ACTIVE 
BORROWERS WITH PROJECTS SUB-
JECT TO RESTRICTIVE-USE PROVI-
SIONS AS A RESULT OF SPECIFIC 
LOAN MAKING OR LOAN SERVICING 
ACTIONS 

The following Multi-Family Housing 
projects are subject to restrictive-use provi-
sions as set forth in their loan documents or 
security instruments: 

(a) All loans approved between December 
21, 1979, and December 15, 1989; 

(b) Subsequent loans not made to build or 
acquire new units approved on or after De-
cember 15, 1989; 

(c) Any loans approved prior to December 
21, 1979, and subsequently made subject to re-
strictive-use provisions due to a servicing 
action (e.g., transfer, reamortization, con-
solidation) as described in subpart B of part 
1965 of this chapter, or an incentive to deter 
prepayment of the loan as described in this 
subpart. 

All loans or servicing actions meeting the 
above criteria with prepayment incentives 
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obligated or approved after the effective date 
of this regulation, will be subject to the fol-
lowing restriction. The restriction will be in-
serted in the deed, conveyance instrument, 
loan agreement/resolution, assumption 
agreement, interest credit agreement, or re-
amortization agreement, as appropriate. The 
restrictions are applicable for a term of 20 
years from the date on which the last loan 
was closed or made subject to such restric-
tions as a result of a servicing action or in-
centive to not prepay. 

‘‘The borrower and any successors in inter-
est agree to use the housing for the purpose 
of housing people eligible for occupancy as 
provided in section 514 or section 515 of title 
V of the Housing Act of 1949, as amended, 
and FmHA or its successor agency under 
Public Law 103–354 regulations then extant 
during this 20 year period beginning (the 
date the last loan on the project is obligated, 
or date the project was last made subject to 
the prepayment restrictive-use provisions as 
a result of servicing actions or incentive to 
not prepay the loan, authorized under this 
subpart or other subparts). Until (date), no 
eligible person occupying the housing shall 
be required to vacate, or any eligible person 
wishing to occupy shall be denied occupancy 
without cause. The borrower will be released 
from these obligations before that date only 
when the Government determines that there 
is no longer a need for such housing, or that 
such other financial assistance provided the 
residents of such housing will no longer be 
provided due to no fault, action or lack of ac-
tion on the part of the borrower. A tenant or 
individual wishing to occupy the housing 
may seek enforcement of this provision, as 
well as the Government.’’ 

EXHIBIT A–2 TO SUBPART E OF PART 
1965—REQUIRED CLAUSES FOR 
PROJECTS MADE SUBJECT TO RE-
STRICTIVE-USE PROVISIONS WHEN A 
LOAN IS TRANSFERRED TO A NON-
PROFIT ORGANIZATION OR PUBLIC 
AGENCY TO AVERT PREPAYMENT 

Multi-Family Housing projects made sub-
ject to restrictive-use provisions because of a 
transfer and subsequent loan to a nonprofit 
organization or public agency in order to 
avert prepayment of the loan as described in 
this subpart are subject to restrictions which 
are set forth in the loan instruments or secu-
rity agreements. Loans meeting the pre-
ceding conditions with prepayment incen-
tives obligated after the effective date of 
this regulation will be required to have the 
following restriction inserted in the deed, 
conveyance instrument, loan resolution, and 
assumption agreement, as applicable: 

‘‘The borrower and any successors in inter-
est agree to use the housing for the purpose 
of housing very low- and low-income people 

eligible for occupancy as provided in Farm-
ers Home Administration or its successor 
agency under Public Law 103–354 regulations 
then extant during the remaining useful life 
of the project. A tenant or person wishing to 
occupy the housing may seek enforcement of 
this provision as well as the Government. 
Throughout the remaining useful life of this 
project, no eligible person occupying or 
wishing to occupy the housing shall be re-
quired to vacate or be denied occupancy 
without cause. Rents, other charges, and 
conditions of occupancy will be set to meet 
these conditions. The borrower will be re-
leased during such period from these obliga-
tions only when the Government determines 
that there is no longer a need for such hous-
ing, or that such other financial assistance 
provided to the residents of such housing 
will no longer be provided due to no fault, 
action or lack of action on the part of the 
borrower.’’ 

The restrictions are intended to protect 
only very low- and low-income individuals 
and families for the remaining useful life of 
the project, unless the Government subsidy 
is removed without cause or it is determined 
there is no longer a need for the housing. 
These restrictions will not be superceded by 
new restrictions imposed by subsequent 
transfers. Eligible moderate-income tenants 
living at the project at the time of prepay-
ment will not be required to move as a result 
of the restrictions. Moderate-income appli-
cants for the housing will continue to retain 
priority over ineligible applicants for the 
housing. 

EXHIBIT A–3 TO SUBPART E OF PART 
1965—REQUIRED CLAUSES FOR PRE-
PAID PROJECTS WHICH WERE SUB-
JECT TO RESTRICTIVE-USE PROVI-
SIONS PRIOR TO THE PREPAYMENT 

The required clauses contained in this ex-
hibit pertain to the following multi-family 
projects, unless an exception to the restric-
tive-use provisions have been granted in ac-
cordance with this subpart: 

(a) Any loan on the project obligated be-
tween December 21, 1979, and December 15, 
1989, or subsequent loan not made to build or 
acquire new units approved on or after De-
cember 15, 1989; 

(b) Any loan made subject to restrictive- 
use provisions as a result of a transfer, con-
solidation, or reamortization as set forth in 
this subpart; 

(c) Any loan made subject to restricitive- 
use provisions as a result of accepting an in-
centive to not prepay as set forth in this sub-
part; 

(d) Any loan previously subject to restric-
tive-use provisions being accelerated. 

The preceding projects may only be pre-
paid if the title to the real property is made 
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subject to the following restrictive-use pro-
visions and incorporated in the security re-
leases. The borrower will also be required to 
execute the Restrictive-Use Agreement 
found at exhibit G–1 to this subpart. 

‘‘The owner and any successors in interest 
agree that the housing located on this prop-
erty will be used only as authorized under 
section 514 or 515 of title V of the Housing 
Act of 1949, as amended, and 7 CFR part 1965, 
subpart E, or other regulations then extant 
until (insert date shown on existing restric-
tive-use provisions). A tenant or applicant 
for occupancy may seek enforcement of this 
provision as well as the Government. During 
the restricted period, no eligible person oc-
cupying or wishing to occupy the housing 
shall be required to vacate or be denied occu-
pancy without cause. Rents, other charges, 
and conditions of occupying will be set so 
that the effect will not differ from what 
would have been, had the project remained in 
the FmHA or its successor agency under 
Public Law 103–354 program. The owner 
agrees to keep a notice posted at the project, 
and in a visible place available for tenant in-
spection, for the remainder of the restric-
tive-use period, stating that the project is to 
be used in accordance with the Housing Act, 
and that management practices and rental 
rates will be consistent with those necessary 
to maintain the project for (insert ‘‘low- and 
moderate-income’’ or ‘‘very low- and low-in-
come’’ as shown on existing restrictive-use 
provisions) tenants for the remainder of the 
restrictive-use period.’’ 

The provisions provide protections to the 
same categories of tenants who were pro-
tected while the loan(s) were in effect, to the 
same extent that the tenants were protected 
prior to the prepayment and for the length of 
time remaining under the restrictions prior 
to the prepayment. 

EXHIBIT A–4 TO SUBPART E OF PART 
1965—REQUIRED CLAUSES FOR PRE-
PAID PROJECTS WHICH BECAME SUB-
JECT TO RESTRICTIVE-USE PROVI-
SIONS AT THE TIME OF PREPAY-
MENT 

Multi-Family Housing projects which were 
not subject to restrictive-use provisions 
prior to prepayment may, generally, only be 
prepaid if the title to the real property is 
made subject to one of the following restric-
tive-use provisions and the provisions are 
filed with the security releases. The restric-
tive-use provisions apply to all loans made 
prior to December 21, 1979, that were not sub-
sequently made subject to restrictive-use 
provisions as a result of servicing actions 
after December 21, 1979. The restrictions will 
also be used for sales of projects at fore-
closure for projects not previously subject to 
restrictive-use provisions. The conditions for 

which restrictive-use provisions are not re-
quired are set forth in § 1965.215 of this sub-
part. 

(A) 20-year Restrictive-Use Provisions. 
These provisions are used when the owner 
agrees to restrictive-use provisions for a 
minimum of a 20-year period, and agrees to 
offer to sell the assisted housing and related 
facilities to a qualified nonprofit organiza-
tion or public agency in accordance with 
Farmers Home Administration or its suc-
cessor agency under Public Law 103–354 
(FmHA or its successor agency under Public 
Law 103–354) regulation upon termination of 
the 20-year period. The period is calculated 
from the date on which the last loan for the 
project was obligated or applicable servicing 
action taken. The borrower will also be re-
quired to execute the Restrictive-Use Agree-
ment found at exhibit G–2 to this subpart. 

‘‘The owner and any successors in interest 
agree to use the housing as required in 7 CFR 
part 1965, subpart E or other regulations 
then extant during this 20-year period begin-
ning (date of the last loan or servicing ac-
tion) for the purpose of housing low- and 
moderate-income people eligible for occu-
pancy. A tenant or applicant for housing 
may seek enforcement of this provision, as 
well as the Government. Prior to (date pe-
riod ends) no eligible person occupying or 
wishing to occupy the housing shall be re-
quired to vacate or be denied occupancy 
without cause. Rents, other charges, and 
conditions of occupancy will be established 
to meet these conditions such that the effect 
will not differ from what would have been, 
had the project remained in the FmHA or its 
successor agency under Public Law 103–354 
program. The owner also agrees to keep a no-
tice posted as the project for the remainder 
of the restrictive-use period, in a visible 
place available for tenant inspection, stating 
that the project is to be used in accordance 
with the Housing Act, and that management 
practices and rental rates will be consistent 
with those necessary to maintain the project 
for the protected population for the remain-
der of the restrictive-use period. At the expi-
ration of this period ending (date), the hous-
ing and related facilities will be offered for 
sale to a qualified nonprofit organization or 
public agency, as determined by FmHA or its 
successor agency under Public Law 103–354.’’ 

(B) Loans Over 20 Years Old. These provi-
sions are used when all loans were obligated 
and applicable servicing actions took place 
for the project over 20 years prior to the pre-
payment, and the owner enters into an 
agreement to immediately attempt to offer 
the project for sale to a nonprofit organiza-
tion or public agency in accordance with 
§ 1965.216 of this subpart. The borrower will 
also be required to execute the Restrictive- 
Use Agreement found at exhibit G–3 of this 
subpart. 
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‘‘The owners and any successors in interest 
agree to immediately offer to sell the hous-
ing and related facilities to a qualified non-
profit organization or public agency, as de-
termined by Farmers Home Administration 
or its successor agency under Public Law 
103–354.’’ 

(C) Current Tenants Restrictive-Use Provi-
sions. These provisions are used when the 
owner enters into an agreement that no cur-
rent tenants will be displaced due to a 
change in the use of the housing or an in-
crease in rental or other charges, as a result 
of the prepayment, for as long as the current 
tenants wish to remain at the project. The 
provisions may only be used if it is deter-
mined by FmHA or its successor agency 
under Public Law 103–354 that the conditions 
specified in this subpart, addressing the ef-
fect of prepayment on minorities, handi-
capped individuals, and families with chil-
dren in the project and market area, can be 
met, allowing an exception from the require-
ment to offer the project to sale to a non-
profit organization or public body. The bor-
rower will also be required to execute the 
Restrictive-Use Agreement found at exhibit 
G–4 to this subpart. 

‘‘The owner and any successors in interest 
agree to use the housing for the purpose of 
housing eligible low- and moderate-income 
people occupying the project at the time the 
prepayment was accepted, as provided in 7 
CFR part 1965, subpart E, and other applica-
ble regulations then extant. No eligible per-
son currently occupying the housing shall be 
required to vacate prior to the end of the re-
maining useful life of the project without 
cause. Rents, other charges, and conditions 
of occupancy will be established to meet 
these conditions. Existing tenants are pro-
tected to ensure that none experience new or 
increased rent overburden until each volun-
tarily moves from the project. The owner 
also agrees to keep a notice posted at the 
project in a place available for tenant in-
spection, for the remaining useful life of the 
project or until the last existing tenant va-
cates, stating that the project is to be used 
in accordance with the Housing Act, and 
that management practices and rental rates 
for current tenants as of the date of the pre-
payment will be consistent with those nec-
essary to maintain the project for low- and 
moderate-income tenants. A tenant may 
seek enforcement of this provision as well as 
the Government.’’ 

EXHIBIT B TO SUBPART E OF PART 1965— 
REPORT ON PREPAYMENT [RESERVED] 

EXHIBIT C TO SUBPART E OF PART 1965— 
CHECKLIST FOR REPORTING PREPAY-
MENT [RESERVED] 

EXHIBIT D TO SUBPART E OF PART 1965— 
METHODOLOGY FOR DETERMINING 
PREPAYMENT INCENTIVES [RE-
SERVED] 

EXHIBIT D–1 TO SUBPART E OF PART 
1965—WORKSHEET FOR INCENTIVE 
CALCULATIONS [RESERVED] 

EXHIBIT E TO SUBPART E OF PART 1965— 
ADMINISTRATION GUIDANCE FOR 
MAKING PREPAYMENT DETERMINA-
TIONS [RESERVED] 

EXHIBIT F TO SUBPART E OF PART 1965— 
PREPAYMENT AND DISPLACEMENT 
PREVENTION GRANT AGREEMENT 

This agreement dated lllllll 

llllllll, 19ll, between lllllll 

which is organized and operating under 
llllllllllllllllllllllll 

llllllllllllllllllllllll 

llllllll herein call ‘‘Grantee,’’ 

(Authorizing Statute) 

and the United States of America acting 
through the Farmers Home Administration 
or its successor agency under Public Law 
103–354, Department of Agriculture, herein 
called ‘‘Grantor,’’ Witnesseth: 

WHEREAS: 

Grantee has determined to undertake a 
project of acquisition of a multi-family hous-
ing project financed by the Grantor to house 
rural residents and has duly authorized the 
undertaking of such a project. 

Grantee wishes to obtain grant funds to as-
sist in the costs of acquisition of such 
project. 

Grantor has agreed to grant the Grantee a 
sum not to exceed $lllllllll subject 
to the terms and conditions established by 
the Grantor. Provided, however, that the 
proportionate share of any grant funds actu-
ally advanced and not needed for grant pur-
poses shall be returned immediately to the 
Grantor. The Grantor may terminate the 
grant in whole, or in part, at any time it is 
determined that the Grantee has failed to 
comply with the conditions of the grant. 

Now, therefore, In consideration of said 
grant by Grantor to Grantee, to be made pur-
suant to section 502 of the Housing Act of 
1949 to cover any direct costs (other than the 
purchase price) incurred by the organization 
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or agency in purchasing and assuming re-
sponsibility for the housing and related fa-
cilities involved, as defined by applicable 
Farmers Home Administration or its suc-
cessor agency under Public Law 103–354 
(FmHA or its successor agency under Public 
Law 103–354) instructions. 

Grantee agrees that grantee will: A. At-
tempt to acquire said project in accordance 
with FmHA or its successor agency under 
Public Law 103–354 regulations. 

B. If acquired, either directly or through 
contract, manage, operate and maintain the 
project continuously in an efficient and eco-
nomic manner. 

C. Make services of said project available 
within its capacity to all eligible rural resi-
dents without discrimination because of 
race, color, religion, sex, age, handicap, mar-
ital or familial status, or national origin. 
For more specific requirements see 7 CFR 
part 15, subparts A and B. 

D. Provide Grantor with such periodic re-
ports as it may require and permit periodic 
inspections of its operations by a representa-
tive of the Grantor. 

E. To execute Forms FmHA or its suc-
cessor agency under Public Law 103–354 400– 
1, ‘‘Equal Opportunity Agreement,’’ and 
FmHA or its successor agency under Public 
Law 103–354 400–4, ‘‘Assurance Agreement,’’ 
and to execute any other agreements re-
quired by Grantor which Grantee is legally 
authorized to execute. If any such form has 
been executed by Grantee as a result of a 
loan or transfer being made to Grantee by 
Grantor contemporaneously with the mak-
ing of this grant, another form of the same 
type need not be executed in connection with 
this grant. 

F. Upon any default under its representa-
tions or agreements set forth in this instru-
ment, Grantee, at the option and demand of 
Grantor, will repay to Grantor forthwith the 
original principal amount of the grant stated 
hereinabove, with interest at the rate of 5 
percentum per annum from the date of the 
default. Default by the Grantee will con-
stitute termination of the grant, thereby 
causing cancellation of Federal assistance 
under the grant. The provisions of this Grant 
Agreement may be enforced by Grantor, at 
its option and without regard to prior waiv-
ers by it of previous defaults of Grantee, by 
judicial proceedings to require specific per-
formance of the terms of this Grant Agree-
ment or by such other proceedings in law or 
equity, in either Federal or State courts, as 
may be deemed necessary by Grantor to as-
sure compliance with the provisions of this 
Grant Agreement and the laws and regula-
tions under which this grant is made. For 
further provisions regarding enforcement see 
7 CFR 3016.43. 

G. Return immediately to Grantor, as re-
quired by the regulations of Grantor, any 

grant funds actually advanced and not need-
ed by Grantee for approved purposes. 

H. Provide Financial Management Sys-
tems, as more specifically provided in 7 CFR 
3016.20, which will include: 

1. Accurate, current and complete disclo-
sure of the financial results of each grant. 
Financial reporting will be on an accrual 
basis. 

2. Records which identify adequately the 
source and application of funds for grant- 
supported activities. Those records shall con-
tain information pertaining to grant awards 
and authorizations, obligations, unobligated 
balances, assets, liabilities, outlays, and in-
come. 

3. Effective control over and account-
ability for all funds. Grantee shall ade-
quately safeguard all such funds and shall 
assure that they are used solely for author-
ized purposes. 

4. accounting records supported by source 
documentation. 

I. Retain financial records, supporting doc-
uments, statistical records, and all other 
records pertinent to the grant for a period of 
at least 3 years after grant closing except 
that the records shall be retained beyond the 
3-year period if audit findings have not been 
resolved. Microfilm copies may be sub-
stituted in lieu of original records. The 
Grantor and the Comptroller General of the 
United States, or any of their duly author-
ized representatives, shall have access to any 
books, documents, papers, and records of the 
Grantee’s government which are pertinent to 
the specific grant program for the purpose of 
making audits, examinations, excerpts, and 
transcripts. 

J. Provide an audit report pursuant to 7 
CFR part 3016 prepared in sufficient detail to 
allow the Grantor to determine that funds 
have been used in compliance with the pro-
posal, any applicable laws and regulations 
and this Agreement. 

K. Agree to account for and to return to 
Grantor interest earned on grant funds pend-
ing that disbursements for program purposes 
when the Grantee is a unit of local govern-
ment. States and agencies or instrumental-
ities of states shall not be held accountable 
for interest earned on grant funds pending 
their disbursement. 

L. Except as specifically provided in this 
agreement, comply with the applicable pro-
visions of USDA’s general grant regulations 
set out in 7 CFR part 3016. 

M. Comply with the requirements of 7 CFR 
part 3017, subpart F, relating to drug-free 
workplace requirements and 7 CFR part 3018 
relating to restrictions on lobbying. 

Grantor agrees that it: A. Will make avail-
able to Grantee for the purpose of this 
Agreement not to exceed 
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$llllllllllllll which it will ad-
vance to Grantee in accordance with the ac-
tual needs of Grantee as determined by 
Grantor. 

B. Will assist grantee with such assistance 
as Grantor deems appropriate in acquiring 
the project. 

C. At its sole discretion and at any time 
may give any consent, deferment, subordina-
tion, release, satisfaction, or termination of 
any or all of Grantee’s grant obligations, 
with or without available consideration, 
upon such terms and conditions as Grantor 
may determine to be (1) advisable to further 
the purpose of the grant or to protect 
Grantor’s financial interest therein and (2) 
consistent with both the statutory purposes 
of the grant and the limitations of the statu-
tory authority under which it is made. 

Termination of This Agreement: This 
Agreement may be terminated for cause in 
the event of default on the part of the Grant-
ee as provided in paragraph F of this exhibit 
or for convenience of the Grantor and Grant-
ee prior to the date of completion of the 
grant purpose. Termination for convenience 
will occur when both the Grantee and Grant-
or agree that the continuation of the grant 
will not produce beneficial results commen-
surate with the further expenditure of funds. 

In Witness Whereof Grantee on the date 
first above written has caused these presence 
to be executed by its duly authorized 
llllllllll and attested and its 
corporated seal affixed by its duly authorized 

llllllllllllllllllllllll

Attest: lllllllllllllllllll

By llllllllllllllllllllll

(Title) llllllllllllllllllll

By llllllllllllllllllllll

(Title) llllllllllllllllllll

United States of America Farmers Home Ad-
ministration or its successor agency under 
Public Law 103–354. 

By llllllllllllllllllllll

(Title) llllllllllllllllllll

EXHIBIT G–1 TO SUBPART E OF PART 
1965—RESTRICTIVE-USE AGREEMENT 
(To be used with exhibit A–3 to this 
subpart) 

(Name of Borrower), herein referred to as 
owner, and any successors in interest agree 
that the (Name of Project), herein referred 
to as housing, will be used only as authorized 
under section 514 or 515 of title V of the 
Housing Act of 1949, as amended, and 7 Code 
of Federal Regulations (CFR) part 1965, sub-
part E, or other Farmers Home Administra-
tion or its successor agency under Public 
Law 103–354 (FmHA or its successor agency 
under Public Law 103–354) regulations then 
in existence until (Date shown on existing 

restrictive-use provisions) for the purpose of 
housing low- and moderate-income people el-
igible for occupancy. A tenant or applicant 
for housing may seek enforcement of this 
provision, as well as the United States. Dur-
ing the restrictive period, no eligible person 
occupying or wishing to occupy the housing 
shall be required to vacate or be denied occu-
pancy without cause. Rents, other charges, 
and conditions of occupancy will be set so 
that the effect will not differ from what 
would have been had the project remained in 
the FmHA or its successor agency under 
Public Law 103–354 program. The owner also 
agrees to keep a notice posted at the project 
for the remainder of the restrictive-use pe-
riod, in a visible place available for tenant 
inspection, stating that the project is to be 
used in accordance with the Housing Act, 
and that management practices and rental 
rates will be consistent with those necessary 
to maintain the project for the protected 
population for the remainder of the restric-
tive-use period. 

Furthermore, the owner agrees to be bound 
by the applicable provisions of 7 CFR part 
1930, subpart C, specific to tenant rights and 
relations for the duration of the restrictive- 
use period. The owner agrees to be respon-
sible for ensuring that rental procedures, 
verification and certification of income and/ 
or employment, lease agreements, rent or 
occupancy charges, and termination and 
eviction remain consistent with the provi-
sions set forth in 7 CFR part 1930, subpart C, 
and to adhere to applicable local, State, and 
Federal laws. The owner agrees to obtain 
FmHA or its successor agency under Public 
Law 103–354 concurrence with any changes to 
the preceding rental procedures that may de-
viate from those approved at the time of the 
prepayment, prior to implementing the 
changes. Any changes proposed must be con-
sistent with the objectives of the program 
and the regulations. Documentation, includ-
ing annual income recertifications, shall be 
maintained to evidence compliance in the 
event there is a future complaint or audit. 
The owner must be able to document that 
acceptable waiting lists were maintained, 
units were rented to appropriate tenants, 
and rents were established at appropriate 
levels. The owner agrees to make the docu-
mentation available for Government inspec-
tion upon request. The owner and any suc-
cessors in interest agree to provide the fol-
lowing signed and dated certification to the 
applicable FmHA or its successor agency 
under Public Law 103–354 Servicing Office or 
other designated office within 30 days of the 
beginning of each calendar year until (Date 
restrictive-use period ends): 

(Name of Owner) certifies that (Name of 
Project) is being operated in compliance 
with the restrictive-use provisions contained 
in (Applicable release document) and the Re-
strictive-Use Agreement which sets forth 
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certain requirements for operation of the 
project for the benefit of low- and moderate- 
income people in conformance with applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 regulations. (Name of Owner) 
understands that failure to operate the 
project in conformance with the restrictive- 
use provisions may cause a tenant or the 
United States to seek enforcement of the 
provisions. 
Date: llllllllllllllllllll

Owner: lllllllllllllllllll

By: lllllllllllllllllllll

(Title) llllllllllllllllllll

EXHIBIT G–2 TO SUBPART E OF PART 
1965—RESTRICTIVE-USE AGREEMENT 
(To be used with paragraph (A) of 
exhibit A–4 to this subpart) 

(Name of Borrower), herein referred to as 
owner, and any successors in interest agree 
to use the (Name of Project), herein referred 
to as housing, as required in 7 Code of Fed-
eral Regulations (CFR) part 1965, subpart E, 
or other Farmers Home Administration or 
its successor agency under Public Law 103– 
354 (FmHA or its successor agency under 
Public Law 103–354) regulations then in exist-
ence during the 20-year period beginning 
(date of the last loan or servicing action) for 
the purpose of housing low- and moderate-in-
come people eligible for occupancy. A tenant 
or applicant for housing may seek enforce-
ment of this provision, as well as the United 
States. Prior to (date period ends) to eligible 
person occupying or wishing to occupy the 
housing shall be required to vacate or be de-
nied occupancy without cause. Rents, other 
charges, and conditions or occupancy will be 
established to meet these conditions such 
that the effect will not differ from what 
would have been, had the project remained in 
the FmHA or its successor agency under 
Public Law 103–354 program. The owner also 
agrees to keep a notice posted at the project 
for the remainder of the restrictive-use pe-
riod, in a visible place available for tenant 
inspection, stating that the project is to be 
used in accordance with the Housing Act, 
and that management practices and rental 
rates will be consistent with those necessary 
to maintain the project for the protected 
population for the remainder of the restric-
tive-use period. At the expiration of this pe-
riod ending (date) the housing and related fa-
cilities will be offered for sale to a qualified 
nonprofit organization or public agency, as 
determined by FmHA or its successor agency 
under Public Law 103–354. 

Furthermore, the owner agrees to be bound 
by the applicable provisions of 7 CFR part 
1930, subpart C, specific to tenant rights and 
relations for the duration of the restrictive- 
use period. The owner agrees to be respon-
sible for ensuring that rental procedures, 
verification and certification of income and/ 

or employment, lease agreements, rent or 
occupancy charges, and termination and 
eviction remain consistent with the provi-
sions set forth in 7 CFR part 1930, subpart C, 
and to adhere to applicable local, State, and 
Federal laws. The owner agrees to obtain 
FmHA or its successor agency under Public 
Law 103–354 concurrence with any changes to 
the preceding rental procedures that may de-
viate from those approved at the time of the 
prepayment, prior to implementing the 
changes. Any changes proposed must be con-
sistent with the objectives of the program 
and the regulations. Documentation, includ-
ing annual income recertification, shall be 
maintained to evidence compliance in the 
event there is a future complaint or audit. 
The owner must be able to document that 
acceptable waiting lists were maintained, 
units were rented to appropriate tenants, 
and rents were established at appropriate 
levels. The owner agrees to make the docu-
mentation available for Government inspec-
tion upon request. The owner and any suc-
cessors in interest agree to provide the fol-
lowing signed and dated certification to the 
applicable FmHA or its successor agency 
under Public Law 103–354 Servicing Office or 
other designated office within 30 days of the 
beginning of each calendar year until (date 
restrictive-use period ends): 

(Name of Owner) certifies that (Name of 
Project) is being operated in compliance 
with the restrictive-use provisions contained 
in (Applicable release document) and the Re-
strictive-Use Agreement which sets forth 
certain requirements for operation of the 
project for the benefit of low- and moderate- 
income people in conformance with applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 regulations. (Name of Owner) 
understands that failure to operate the 
project in conformance with the restrictive- 
use provisions may cause a tenant or the 
United States to seek enforcement of the 
provisions. 

Date: llllllllllllllllllll

Owner: lllllllllllllllllll

By: lllllllllllllllllllll

(Title) llllllllllllllllllll

EXHIBIT G–3 TO SUBPART E OF PART 
1965—RESTRICTIVE-USE AGREEMENT 
(To be used with paragraph (B) of 
exhibit A–4 to this subpart) 

(Name of Borrower), herein referred to as 
owner, and any successors in interest agree 
to immediately attempt to sell the (Name of 
Project), herein referred to as housing and 
related facilities to a qualified nonprofit or-
ganization or public agency, as determined 
by Farmers Home Administration or its suc-
cessor agency under Public Law 103–354 
(FmHA or its successor agency under Public 
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Law 103–354) in accordance with the provi-
sions of 7 Code of Federal Regulations (CFR) 
part 1965, subpart E. The owner agrees to use 
the housing as required in 7 CFR part 1965, 
subpart E, or other regulations then in exist-
ence during the sales period for the purpose 
of housing low- and moderate-income people 
eligible for occupancy. A tenant or applicant 
for housing may seek enforcement of this 
provision, as well as the United States. Prior 
to a sale to a nonprofit organization or pub-
lic agency, no eligible person occupying or 
wishing to occupy the housing shall be re-
quired to vacate or be denied occupancy 
without cause. Rents, other charges, and 
conditions of occupancy will be established 
to meet these conditions such that the effect 
will not differ from what would have been, 
had the project remained in the FmHA or its 
successor agency under Public Law 103–354 
program. The owner also agrees to keep a no-
tice posted at the project for the remainder 
of the sales period, in a visible place avail-
able for tenant inspection, stating that the 
project is to be used in accordance with the 
Housing Act, and that management practices 
and rental rates will be consistent with 
those necessary to maintain the project for 
the protected population for the remainder 
of the sales period. 

Furthermore, the owner agrees to be bound 
by the applicable provisions of 7 CFR part 
1930 C, specific to tenant rights and relations 
for the duration of the sales period. The 
owner agrees to be responsible for ensuring 
that rental procedures, verification and cer-
tification of income and/or employment, 
lease agreements, rent or occupancy charges, 
and termination and eviction remain con-
sistent with the provisions set forth in 7 CFR 
part 1930, subpart C, and to adhere to appli-
cable local, State, and Federal laws. The 
owner agrees to obtain FmHA or its suc-
cessor agency under Public Law 103–354 con-
currence with any changes to the preceding 
rental procedures that may deviate from 
those approved at the time of the prepay-
ment, prior to implementing the changes. 
Any changes proposed must be consistent 
with the objectives of the program and the 
regulations. Documentation, including an-
nual income recertifications, shall be main-
tained to evidence compliance in the event 
there is a future complaint or audit. The 
owner must be able to document that accept-
able waiting lists were maintained, units 
were rented to appropriate tenants, and 
rents were established at appropriate levels. 
The owner agrees to make the documenta-
tion available for Government inspection 
upon request. The owner and any successors 
in interest agree to provide the following 
signed and dated certification to the applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 Servicing Office or other des-
ignated office within 30 days of the beginning 
of each calendar year until a sale to non-

profit organization or public agency takes 
place: 

(Name of Owner) certifies that (Name of 
Project) is being operated in compliance 
with the restrictive-use provisions contained 
in (Applicable release document) and the Re-
strictive-Use Agreement which sets forth 
certain requirements for operation of the 
project for the benefit of low- and moderate- 
income people in conformance with applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 regulations. (Name of Owner) 
understands that failure to operate the 
project in conformance with the restrictive- 
use provisions may cause a tenant or the 
United States to seek enforcement of the 
provisions. 

Date: llllllllllllllllllll

Owner: lllllllllllllllllll

By: lllllllllllllllllllll

(Title) llllllllllllllllllll

EXHIBIT G–4 TO SUBPART E OF PART 
1965—RESTRICTIVE-USE AGREEMENT 
(To be used with paragraph (C) of 
exhibit A–4 to this subpart) 

(Name of Borrower), herein referred to as 
owner, and any successors in interest agree 
to use the (Name of Project), herein referred 
to as housing, for the purpose of housing 
low- and moderate-income people occupying 
the project at the time the prepayment was 
accepted, as required 7 Code of Federal Regu-
lations (CFR) part 1965, subpart E, and other 
applicable Farmers Home Administration or 
its successor agency under Public Law 103– 
354 (FmHA or its successor agency under 
Public Law 103–354) regulations then in exist-
ence. No eligible person occupying the hous-
ing shall be required to vacate prior to the 
end of the remaining useful life of the 
project without cause. Rents, other charges, 
and conditions of occupancy will be estab-
lished to meet these conditions for these ten-
ants such that the effect will not differ from 
what would have been, had the project re-
mained in the FmHA or its successor agency 
under Public Law 103–354 program. Existing 
tenants are protected to ensure that none ex-
perience new or increased rent overburden as 
a result of owner actions until each volun-
tarily moves from the project. The owner 
also agrees to keep a notice posted at the 
project in a visible place available for tenant 
inspection, for the remaining useful life of 
the project or until the last existing tenant 
voluntarily vacates, stating that the project 
is to be used in accordance with the Housing 
Act, and that management practices and 
rental rates will be consistent with those 
necessary to maintain the project for low- 
and moderate-income tenants. A tenant may 
seek enforcement of this provision, as well as 
the United States. 
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Furthermore, the owner agrees to be bound 
by the applicable provisions of 7 CFR part 
1930, subpart C, specific to tenant rights and 
relations for the remaining useful life of the 
project or until the last existing tenant vol-
untarily vacates. The owner agrees to be re-
sponsible for ensuring that rental proce-
dures, verification and certification of in-
come and/or employment, least agreements, 
rent or occupancy charges, and termination 
and eviction remain consistent with the pro-
visions set forth in 7 CFR part 1930, subpart 
C, and to adhere to applicable local, State, 
and Federal laws. The owner agrees to obtain 
FmHA or its successor agency under Public 
Law 103–354 concurrence with any changes to 
the preceding rental procedures that may de-
viate from those approved at the time of the 
prepayment, prior to implementing the 
changes. Any changes proposed must be con-
sistent with the objectives of the program 
and the regulations. Documentation, includ-
ing annual income recertifications, shall be 
maintained to evidence compliance in the 
event there is a future complaint or audit. 
The owner must be able to document that 
rents were established at appropriate levels. 
The owner agrees to make the documenta-
tion available for Government inspection 
upon request. The owner and any successors 
in interest agree to provide the following 
signed and dated certification to the applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 Servicing Office or other des-
ignated office within 30 days of the beginning 
of each calendar year until the last existing 
tenant voluntarily vacates: 

(Name of Owner) certifies that (Name of 
Project) is being operated in compliance 
with the restrictive-use provisions contained 
in (Applicable release document) and the Re-
strictive-Use Agreement which sets forth 
certain requirements for operation of the 
project for the benefit of low- and moderate- 
income people in conformance with applica-
ble FmHA or its successor agency under Pub-
lic Law 103–354 regulations. (Name of Owner) 
understands that failure to operate the 
project in conformance with the restrictive- 
use provisions may cause a tenant or the 
United States to seek enforcement of the 
provisions. 

Date: llllllllllllllllllll

Owner: lllllllllllllllllll

By: lllllllllllllllllllll

(Title) llllllllllllllllllll

PART 1980—GENERAL 

Subparts A–C [Reserved] 

Subpart D—Rural Housing Loans 

Sec. 
1980.301 Introduction. 
1980.302 Definitions and abbreviations. 

1980.303–1980.307 [Reserved] 
1980.308 Full faith and credit. 
1980.309 Lender participation in guaranteed 

RH loans. 
1980.310 Loan purposes. 
1980.311 Loan limitations and special provi-

sions. 
1980.312 Rural area designation. 
1980.313 Site and building requirements. 
1980.314 Loans on leasehold interests. 
1980.315 Escrow accounts for exterior devel-

opment. 
1980.316 Environmental requirements. 
1980.317 Equal opportunity and non-

discrimination requirements in use, oc-
cupancy, rental, or sale of housing. 

1980.318 Flood or mudslide hazard area pre-
cautions. 

1980.319 Other Federal, State, and local re-
quirements. 

1980.320 Interest rate. 
1980.321 Terms of loan repayment. 
1980.322 Loan guarantee limits. 
1980.323 Guarantee fee. 
1980.324 Charges and fees by Lender. 
1980.325 Transactions which will not be 

guaranteed. 
1980.326–1980.329 [Reserved] 
1980.330 Applicant equity requirements. 
1980.331 Collateral. 
1980.332 [Reserved] 
1980.333 Promissory notes and security in-

struments. 
1980.334 Appraisal of property serving as 

collateral. 
1980.335–1980.339 [Reserved] 
1980.340 Acquisition, construction, and de-

velopment. 
1980.341 Inspections of construction and 

compliance reviews. 
1980.342–1980.344 [Reserved] 
1980.345 Applicant eligibility requirements 

for a guaranteed loan. 
1980.346 Other eligibility criteria. 
1980.347 Annual income. 
1980.348 Adjusted annual income. 
1980.349–1980.350 [Reserved] 
1980.351 Requests for reservation of funds. 
1980.352 [Reserved] 
1980.353 Filing and processing applications. 
1980.354 [Reserved] 
1980.355 Review of requirements. 
1980.356–1980.359 [Reserved] 
1980.360 Conditions precedent to issuance of 

the loan note guarantee. 
1980.361 Issuance of loan note guarantee. 
1980.362 [Reserved] 
1980.363 Review of loan closing. 
1980.364–1980.365 [Reserved] 
1980.366 Transfer and assumption. 
1980.367 Unauthorized sale or transfer of the 

property. 
1980.368–1980.369 [Reserved] 
1980.370 Loan servicing. 
1980.371 Defaults by the borrower. 
1980.372 Protective advances. 
1980.373 [Reserved] 
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