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Chapter XVIll—Farmers Home Ad-
ministration, Department of Agri-
culture

SUBCHAPTER B—LOANS AND GRANTS . PRI-
MARILY FOR REAL ESTATE PURPOSES

[FHA Instruction 444.8]

PART 1822—RURAL HOUSING
LOANS AND GRANTS

Subpart G—Rural Housing Site Loan
Policies, Procedures, and Authori-
zations

Part 1822, Title 7, Code of Federal
Regulations is amended by adding a new
Subpart G, reading as follows:

Subpart G—Rural Housing Site Loan Policies,
Procedures, and Authorizations
/

General.

Objective.

Definitions.

Eligibility requirements.

Loan purposes.

Limitations.

Special conditions,

Rates, terms, and sources of funds.

Security.

Technical, legal, and other services,

Processing applications,

Approval or disapproval of a loan.

Actions subsequent to loan
approval.

Loan closing.

Actions after sites are developed.

Subsequent RHS loans.

Complaints regarding discrimina~-
tion In opportunity to buy de-
veloped sites.

Special requirements for RHS sec-
tion 503 loans (loans to orga-
nizations providing sites for
self-help housing). -

AuTrHoRrITY: The provisions of this Subpart
G issued under sec, 523, 82 Stat. 553, 42
US.C. 1490C; sec. 524, 83 Stat. 399; sec.
502, 63 Stat. 433, as amended, 42 U,S.C. 1472;
sec. 101(a), 82 Stat, 477, 12 U.S.C. 17152;
sec. 201, 82 Stat. 498, U.8.C. 17152-1; Orders
of Sec. of Agr., 20 F.R. 16210, 32 F.R. 6650,

§ 1822.261 General.

(This subpart is modified by Subparts
E, K, and Y of Part 1890 of this chapter.)
This subpart sets forth the policies and
procedures and delegates authority for
making Rural Housing Site (RHS) loans
under sections 523 and 524 of the Hous-
ing Act of 1949. Section 523 loans are
direct loans for the purchase and
development of building sites for housing
to be built by the self-help method; they
have additional requirements which are
contained in § 1822.278.

§ 1822,262 Objective.

The basic objective of RHS loans is to
assist public or private nonprofit orga-
nizations interested in providing sites
_for housing, to acquire and develop land
‘n rural areas. This land will be sub-
divided into adequate building sites and
sold on a nonprofit basis to (a) families
eligible for low and moderate income
section 502 Rural Housing (RH) loans,
ncluding self-help housing; (b) coopera-
tive Rural Cooperative Housing (RCH)
applicants and broadly based nonprofit
Rural Rental Housing (RRH) appli-

cants; and (c) applicants eligible for

Sec.

1822.261
1822.262
1822263
1822.264
1822.265
1822.266
1822.267
1822.268
1822.269
1822.270
1822,271
1822.272
1822.273

1822.274
1822.276
1822.276
1822277

1822.278
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Housing and Urban Development (HUD)
sections 235 and 236 insured mortgages.

§ 1822.263 Definitions.

As used in this subpart:

(a) A “private nonprofit organiza-
tion” is a corporation which: is owned
and controlled by private persons; is
organized and operated for purposes
other than making gains or profits for
the corporation or members; and, is
legally precluded from distributing to its
members any gains or profits.

(b) A “public nonprofit organization”
is a nonprofit corporation other than a
private nonprofit corporation, including
a municipal corporation or other cor-
porate agency of a State or local
government.

(¢) “Rural areas"” means open country
or places of 5,500 persons or less which
are not part of or associated with urban
areas and are further defined in
§ 1822.3(e).

(d) “Development cost” means the
cost of purchasing and developing the
sitez including engineering and legal
fees, streets, roads, utilities, minimum
essential administrative costs, necessary
equipment and estimated interest which
the borrower cannot pay from other
sources.

(e) “RHS section 523 loan” means a
loan to an organization which will pro-
vide sites for housing to be built by the
self-help method.

(f) “RHS section 524 loan” means a
loan to an organization which will pro-
vide sites for housing to be built with no
limitation as to the method of construc-
tion that will be used.

(g) “OGC” means the Office of the
General Counsel, including the regional
attorney or attorney in charge serving
the State in which the RHS project is
located.

§ 1822.264 Eligibility requirements.

(a) Eligibility of applicant. To be
eligible for an RHS loan, the applicant
must be a private or public nonprofit
organization as defined in § 1822.263 (a)
or (b) which is authorized to provide
housing sites on a nonprofit basis.

(1) If it is a private nonprofit organi-
zation as defined in § 1822.263(a), it
should also:

(i) Have a membership of at least 10
community leaders.

(ii) Plan to adopt, if it is being newly
organized, articles of incorporation and
bylaws that generally conform to model
articles and bylaws provided by the State
director which will be consistent with
State law and with changes appropriate
to the purposes and powers of an eligible
applicant under this subpart.

(b) Authorized representative of ap-
plicant. The Farmers Home Administra-
tion (FHA) will deal only with the
applicant or bona fide representative of
the applicant or the representative's
technical advisors. An authorized repre-
sentative of the applicant must have no
pecuniary interest in the award of the
engineering, architectural or construc-
tion contracts, necessary equipment, or
the purchase or development of the land.
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§ 1822.265 Loan purposes.

RHS loans may be made to qualified
applicants:

(a) For the purchase and development
of adequate sites, including the construc-
tion of essential access roads, streets,
utility lines, and necessary equipment
which will become a permanent part of
the development. If public water and
waste disposal facilities are not avail-
able and cannot reasonably be provided
on a community basis with other financ-
ing, including FHA Water and Waste
Disposal Association loans, funds may be
included for this purpose.

(b) For the payment of necessary en-
gineering fees, legal fees, and closing
costs.

(¢) For the payment of actual cash
cost of incidental administrative ex-
penses such as postage, telephone, adver-
tising, and temporary secretarial help, if
funds to pay these expenses are not
otherwise available. The estimated cost
of these items should be identified and
shown in the budget.

(d) To provide for needed landscap-
ing, planting, seeding, or sodding, or
other necessary facilities related to build-
ings such as walks, parking areas, and
driveways.

(e) To pay estimated interest which
the applicant cannot pay from other
sources.

.§1822.266 Limitations.

(a) Loan lmits. No RHS loan(s) will
be made to any applicant which will re-
sult in the applicant’s owing an unpaid
principal balance of more than $100,000
on such loan(s) unless prior authoriza-
tion for a larger loan is obtained from
the national office. No such loan will ex~
ceed the development cost as defined in
§ 1822.263(d), or the value of the prop-
erty as improved with the loan. These
limitations also apply to cases in which
the same persons hold a majority of the
membership interests or constitute a ma-
jority of the directors of two or more
applicants.

(b) Limiiations of use of loan funds.
Loans will not be made for:

, (1) The purchase of land in excess of
the immediate and identified needs in
the locality,

(2) The purchase of land from a
member of an applicant-organization, or
from another organization in which any
member of the applicant-organization
has an interest, without prior consent of
the national office.

(3) Refinancing of debts, except in ac-
cordance with paragraph (e) of this
section.

(4) Payment of any fee, charge, or
commission to any broker, negotiator, or
other person for the referral of a pro-
spective applicant or solicitation of a
loan.

(5) Payment of any fee, salary, com-
mission, profit, or compensation to an
applicant, or to any officer, director,
trustee, stockholder, member or agent of
an applicant, except as provided in
§ 1822.265(b) . No contract or agreement
for services to be paid for with loan
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funds should be executed by the appli-
cant without prior approval by the State
director.

(¢) Sale of developed sites. The de-
veloped sites may be sold only to:

(1) Families having a low or moderate
income who qualify for a section 502 RH
loan or a section 235 HUD insured mort-
gage, or,

(2) Nonprofit organizations eligible
for an RRH or RCH loan or a HUD sec-
tion 236 insured mortgage.

(d) Suitability of sites. Sites will meet
the requirements of the planned use; for
example, individual housing or multiple
housing or any combination thereof.
Building sites must be well located and
designed to provide a desirable living
environment. Generally a loan will not
be made for the development of less than
10 units, but they need not be contiguous.

(e) Obligations incurred before loan
closing. When an applicant files an ap-
plication for a loan, the county super-
visor will advise the applicant that de-
velopment work must not be started and
obligations for work, materials, or land
purchase must not be incurred before the
loan is closed. If, nevertheless, the ap-
plicant incurs obligations for work, ma-
terials, or land purchase before the loan
is closed, the State director may au-
thorize the use of loan funds to pay
such obligations only when he finds that
all the following conditions exist:

(1) The obligations were incurred
after the applicant filed a written appli-
cation for a loan.

(2) The applicant is unable to pay
such obligations from its own resources
or to obtain credit from other sources,
and failure to authorize the use of loan
funds to pay such debts would impair
the applicant’s financial position.

(3) The obligations were incurred for
authorized loan purposes.

(4) Contracts, materials, development
and any land purchase meet FHA stand-
ards and requirements.

(5) Payment of the obligations will re-
move any liens which have attached,
and any basis for liens that may attach,
to the property on account of such obli-
gations or such work, materials, or land
purchase.

§ 1822.267 Special conditions.

(a) Evidence of need. Loans will be
made on the basis of the applicant pro-
- viding firm information as to the number
of sites to be developed and evidence of a
need for the proposed building sites in
the locality.

(b) Nondiscrimination. The borrower
will be required to agree not to discrimi-
nate or permit discrimination, in ae-
cordance with section 3 of the loan reso-
lution form * ((Rural Housing Site’ Loan
to Nonprofit Corporation),” available at
all FHA offices.

(¢) Supervisory assistance. Supervi-
sion will be provided borrowers to the
extent necessary to achieve the objectives
of the loan and to protect the interests
of the Government. County supervisors
will counsel with applicants in selecting
{ocations that will provide essential serv-
ices and facilities and will result in the
development of desirable residential
communities,
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(d) Loan resolution. A Loan Resolu-
tion will be adopted by the applicant’s
Board of Directors or similar governing
body using a form entitled, “((Rural
Housing Site) Loan to Nonprofit Corpo-
ration)” available at all FHA offices. If
any provisions are not appropriate to a
particular case, proposed substitute lan-
guage should be submitted to the
national office with the recommenda-
tions of the State director.

(e) Development policies. Develop-
ment will be planned and performed in
accordance with Subpart A, Part 1804 of
this chapter, and certain information in
a guide entitled ‘Planning and Develop-
ing Building Sites’ available at all FHA
offices.

(f) Water and waste disposal facili-
ties. If public water and waste disposal
facilities are not available and these
facilities will be provided on a com-
munity basis with funds included in the
RHS loan or with other financing, pro-
vision should be made to form an orga-
nization with members who will provide
continuing maintenance and manage-
ment of facilities. The cost of the facili-
ties should be considered as a cost of
developing the sites and included in the
price charged for the lots when they are
sold.

(g) Compliance with local codes and
regulations. Planning and development
of sites will be for housing that will con-
form with any applicable laws, ordi-
nances, codes, and regulations governing
such matters as construction, heating,
plumbing, electrical installation, fire pre-
vention, health, and sanitation.

(h) Optioning of land. If a loan in-
cludes funds to purchase real estate, the
applicable provisions of § 1821.15 regard-
ing options will be followed. After the
loan is approved, the county supervisor

' will have Form FHA 440-35, “Form Let-

ter—Acceptance of Option,” or other
appropriate form of acceptance, com-
pleted, signed by the applicant, and
mailed to the seller.

(i) Use of and accountability jor loan
Junds. Supervised bank accounts will not
be used except when their requirement is
made or authorized by the State director
for cases where adequate bonding is not
available. If a supervised bank account
is used, collateral for deposits of funds
will be pledged when the supervised bank
account exceeds $20,000. All loan funds
and funds from other sources to be used
to pay the development costs of the site,
as well as proceeds from the sale of any
sites, will be deposited in a bank which is
a member of the Federal Deposit Insur-
ance Corporation. The county super-
visor will see that funds for land pur-
chase are paid to the seller simultane~
ously with loan closing. After the loan is
closed, monthly reports will be provided
to FHA of all disbursements made and
income received by the borrower. Re-
ports for each month will be submitted
to the FHA county office during the first
10 days of the next month. No expendi-
tures will be made without prior FHA
consent for items which are not included
in the FHA approved development cost
estimate or for amounts greater than
those set forth in such estimate.

(j) Insurance. The State director will
determine the minimum amounts and
types of insurance the applicant will
carry.

(1) Suitable workman's compensation
insurance will be carried by the applicant
for all its employees.

(2) The applicant will be advised of
the possibility of incurring liability and
encouraged, or required when appropri-
ate, to obtain liability insurance.

(k) Bonding. (1) Approved corporate
surety bonds will be required in all cases
involving a development contract in ex-
cess of $20,000, unless an exception is
made by the national office. In other
cases, the county supervisor will deter-
mine whether a surety bond is required.

(2) The applicant will provide fidelity
bond coverage for its officers and em-
ployees entrusted with the receipt, cus-
tody, and disbursement of its funds and
the custody of any other negotiable or
readily saleable personal property. The
amount of the bond will be at least equal
to the maximum amount of such funds
including funds in bank accounts, and
property that the applicant will have in
its possession or control at any one time.
If permitted by State law, the United
States will be named coobligee in the
bond. Form FHA 440-24, “Position
Fidelity Schedule Bond,” may be used if
permitted by State law.

§ 1822.268 Rates, terms, and source of
funds.

(a) Interest. Current information re-
garding interest rates may be obtained
from any county or State office of the
Farmers Home Administration or from
its national office at 14th and Independ-
ence Avenue SW., Washington, D.C.
20250.

(b) Repayment period. Final payment
will be due 2 years after the date of the
loan. When necessary to carry out the
loan purposes, the national office may
authorize extension of maturity dates. As
lots are sold before the final due date of
the note, the proceeds of the sales will be
applied on the account or any prior lien,
or, with the prior approval of the na-
tional office, used in a manner consistent

~with the purposes of the loan and the

security interest of the Government.

(¢) Source of funds. Loans under this
subpart will be made as insured loans,
except that loans under § 1822.278 to de-
velop building sites for sale in connec-
tion with self-help projects will be made
as direct loans.

§ 1822.269 Security.

Each loan will be secured by a mort-
gage on the property purchased or im-
proved with the loan, and a security
interest in the funds held by the corpo-
ration in trust for the Government, in
accordance with the provisions of the
required Loan Resolution.

§ 1822.2?0 Technical, legal, and other
Services.

(a) Appraisals. The property will be
appraised by an FHA employee author-
ized to make real estate appraisals. The
appraisal will consist of a narrative
statement prepared and signed by the
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authorized employee describing in de-
tail the items considered in arriving at
the value of the property. Two values will
be established by the appraiser:

(1) The fair market value of the total
property “as is.”

(2) The aggregate fair market value
of the building sites after development.

(1) In determining the value of the
property, the appraiser will consider the
value and selling prices of similar build-
ing sites in the area. The selling prices
of similar sites musf be fully documented.

(b) Title clearance and legal services.
For a loan to a public nonprofit organiza-
tion, title clearance and legal services
will be obtained in accordance with
instruections from the OGC, observing the
provisions of Part 1807 of this chapter,
insofar as feasible. For a loan to a private
nonprofit organization, the provisions of
Part 1807 of this chapter regarding title
clearance and legal services will apply.
The applicant will be encouraged fo have
the same designated attorney, where
practicable, perform the title clearance
work in connection with the purchase of
land and the sale of the individual sites.

(¢) Contracts for legal services. On
projects requiring more legal services
than are customarily required for title
clearance alone, the applicant will be
required to have a written contract when
loan funds will be used for legal services.
All such contracts will be subject to re-
view and approval by the State director
and therefore should be submitted to
him before execution by the applicant.
Contracts will ‘provide for the types of
service to be performed and the amount
of fees to be paid either in lump sum on
the completion of all services or in in-
stallments as services are performed.

(d) Engineering services. On projects
requiring engineering services, a written
contract will be required between the
engineer and the borrower. All such con-
tracts will be subject to review and ap-
proval by the State director and therefore
should be submitted to him before execu-
tion by the applicant. The form of
contract must conform with standard
professional practices and deseribe the
types of services to be performed and
fees to be paid.

§ 1822.271 Processing applications.

(a) Application. The application will
be in the form of a letter to the county
supervisor with the following informa-
tion included in or attached to the
letter:

(1) Name and address of applicant.

(2) A copy of, or an accurate citation
to, the specific provisions of State law
under which the applicant is organized;
4 copy of the applicant’s articles of incor-
boration, bylaws, and other authorizing
documents; the names and addresses of
the applicant's members, directors, and
officers; and if another organization is
& member of the applicant organization
its name, address, and principal business.

_(3) A current, dated, and signed finan-
cial statement showing assets, and liabil-
ities, together with information on the
lt'xee%:yment schedule and status of each
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(4) Evidence of inability to obtain
credit from other sources.

(5) General description of the project.

(i) Location and size of tract or tracts
to be bought and/or developed.

(ii) Number and size of individual
sites planned together with a detailed
plot plan.

(iii) Preliminary engineering plans, if
available.

(6) Estimated cost and amount of loan
needed.

(7) Explanation of applicant’s finan-
cial contribution to the project.

(8) A map showing the location of and
other supporting information on neigh-
borhood and existing facilities such as
distance to shopping area, neighborhood
churches, available transportation,
drainage, sanitation facilities, water
supply available or planned, and access
to essential services such as doctors,
dentists, and hospitals.

(9) If facilities such as water and
sewage systems, paved streets, and utili-
ties are not currently available, infor-
mation on when and how they will be
provided. = y
. (10) Evidence of the need for the
proposed sites in the locality by low-
and moderate-income families and other
qualified applicants that are likely to
be able to obtain financing for a home.

(b) County supervisor’'s review and
evaluation of applications. The county
supervisor will:

(1) Determine that the applicant
meets the eligibility requirements of
§ 1822.264.

(2) Verify that the information pro-
vided is accurate and complete.

(3) Determine that:

(i) The sites will be located in a good
residential area and that essential fa-
cilities and services will be provided.

(ii) The lots will be reasonable in cost
and of a type FHA can appropriately fi-
nance.

(ili) There is an immediate and ready
market for the proposed sites in the
planned location.

(iv) The total number of sites planned
does not exceed the number of loans
the county supervisor can reasonably ex-
pect to include in the rural housing pro-
gram or for which other credit is reason-
ably assured when the sites are
developed.

(v) Proposed subdivisions will com-
ply with the local codes and ordinances
and also meet the requirements of the
guide “Planning and Developing Build-
ing Sites” available at all FHA offices.

(4) Evaluate the manner in which the
applicant plans to conduct its business
and financial affairs.

(5) Comment on the background of
the members, directors and officials.

(6) If he has questions about the pro-
posal, send the incomplete docket to the
State office for advice.

(7) If for any reason the loan cannot
be made, inform the applicant.

(c) Completion of the docket. If the
county supervisor determines that the
applicant is eligible and the loan will be
sound and proper, he should request the
applicant to make any needed revisions.
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In addition to the items required in the
application the docket must include:

(1) A plot plan and detailed prelim-
inary plans and specifications for de-
velopment of the building sites.

(2) A detailed cost breakdown of the
project for such items as land and
rights-of-way, utility installations or
connections, on-site improvements, engi-
neering and legal services, and estimated
interest.

(3) If water and sanitary facilities
are not publicly owned, a complete state-
ment as to how they will be provided
and details about their ownership and
operation.

(4) Satisfactory evidence of review
and approval of the proposed develop-
ment by applicable State and local of-
ficials whose approval is required by
State or local laws, ordinances, or
regulations.

(d) Preparation of docket forms—
(1) Record of actions. Form FHA 440-3,
“Record of Actions,” will be prepared in
the normal manner except that in the
“Type of Assistance” section the “other”
block will be checked and “RHS sec.
524" or “RHS sec. 523" inserted in the
blank space. For an RHS section 524 loan
the “Insurance Fund” block will be
checked in the “Source of Funds” sec-
tion; for an RHS section 523 loan the
“direct” block will be checked. The in-
terest rates for both section 524 and sec-
tion 523 loans will be as provided by
current information regarding interest
rates which may be obtained from any
county or State office of the Farmers
House Administration or from ifts na-
tional office at 14th and Independence
Avenue SW., Washington, D.C. 20250.

(2) County committee certification or
recommendation. Before executing
Form FHA 440-2, “County Committee
Certification or Recommendation,” the
county committee will consider all perti-
nent information concerning the appli-
cant and the proposed project, and will
be given an opportunity to talk with the
applicant’s representative if the commit-
tee desires to do so. Form FHA 440-2 will
be completed by checking the “other”
block in the “Type of Assistance” section
and inserting “RHS” in the blank, and
also typing as item 10 the following, “For
RHS assistance, we certify the amount of
s ___________ ”»

(3) Fund analysis. Form FHA 444-5,
“RRH-RCH-LH Fund Analysis,” will be
completed by adding in the “Type of As-
sistance” block, the following: “6. RHS
loan.” Items 1 and 2 of Part I of the form
will be left blank, with items 3 through
9 being completed when appropriate. The
only entry to be made in Part II of this
form will be in the “Number of Units"”
block of section A. In the blank space in
this block, show the number of sites that
will be offered for sale by adding the
ToHowing: “uozicucto o sites.”

(4) Payment authorization. Form
FHA 440-1, “Payment Authorization,”
will be complefed in the normal manner,
except that the “Type of Assistance’” will
be completed by inserting “RHS—sec.
524—Initial” or “RHS—sec, 524 Subse-
quent”; or “RHS—sec. 523—Initial” or
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“RHS—sec. 523—Subsequent”; the
“Number of Installments” will be “1”;
and the “First Installment Due” block
will have inserted the phrase “2 years
from note date.”

(e) Loan docket items. The loan
docket will consist of the following pre-
pared and executed forms or documents
as appropriate:

Application letter and attachments,

Evidence of legal authority (copy or citation
of specific provisions of State statutory
authority).

Proof of organization (certified copy of
articles of incorporation).

Certified copy of bylaws.

List of names and addresses of officers, direc-
tors and members.
Narrative plan and

information.

Evidence of need.

Certified copy of loan resolution—*((Rural
Housing Site) Loan to Nonprofit Corpora-
tion)".

FHA 4004 Nondiscrimination Agreement.

FHA 400-1 Equal Opportunity Agreement
(when applicable).

FHA 400-2 Equal Opportunity Clause (when
applicable).

Survey of land given as securlty plans, speci-
fications, cost estimates, and proposed
manner of development.

Operating budget (if administrative expenses
are to be Included in loan).

Appraisal report with attachments.

Preliminary title opinion and a final title

" opinion or a title insurance binder and a
mortgage title insurance policy.

Option or copy of deed, purchase contract,
or other instrument of ownership.

FHA 440-3 Record of Actions.

FHA 440-2 County Committee Certification
or Recommendation.

FHA 444-5 RRH-RCH-LH Fund Analysis,

FHA 440-1 Payment Authorization.

FHA 440-37 Notice of Approval (Financial
Assistance).

(f) Submission of complete docket.
The complete docket will be sent to the
State office together with the county
supervisor's comments and recommenda-
tions and a draft for a press release.

(g) State office action. The State di-
rector is authorized to approve or disap-
prove RHS loans in accordance with this
subpart. The State director may redele-
gate approval authority to qualified State
office employees other than district
supervisors. When a docket or prelimi-
nary application is received in the State
office, the State director will:

(1) Utilize the services of technicians
on his staff and from other agencies in
evaluating the application.

(2) Review the applicant’s articles of
incorporation and bylaws. If they con-
form to approved forms for the State as
provided in § 1822.264(a) (1) (ii), the
State director need not obtain a prelim-
inary opinion from the OGC, In all other
cases the State director will, and in any
case may, submit the docket with any
comments or questions he may have, to
the OGC for a preliminary opinion as to
whether the applicant and the proposed
loan meet or can meet the requirements
of State law and this subpart.

(3) If additional information is needed
to adequately evaluate the application,
return the loan docket to the county
supervisor with his comments and rec-
ommendations for further processing.

other supporting
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(4) If the docket is sufficiently com-
plete to enable him to determine that
the applicant is eligible and the loan
would be sound and proper, issue a pro-
posed memorandum of approval listing
any specific conditions that must be met
before loan closing.

(5) If the applicant is not eligible or
the loan would not be sound and proper
and the deficiencies cannot be cor-
rected, inform the county supervisor
accordingly.

§ 1822.272 Approval or disapproval of a
loan.

(a) Approval. When a loan is ap-
proved the approval official, in addition
to reviewing the docket and determining
that all requirements are met, will:

(1) Prepare Form FHA 440-3. Indi-
cate on Form FHA 440-3, including all
copies, any conditions that must be met
at or before the time the loan is closed,
including the amount of surety.and
fidelity bond coverage and other insur-
ance, the title evidence and any other
special requirements, If more space is
needed, Form FHA 440-3 will be supple-
mented by a memorandum.

(2) Sign the original and two copies
of completed Form FHA 440-3, and in-
sert his title in the space provided.

(3) After completing Form FHA 440-
1, sign the original and insert his title
in the space provided.

(4) Prepare and sign Form FHA 440~
37, “Notice of Approval (Financial As-
sistance),” and mail it on the day it
and Form FHA 440-1 are signed.

(5) After the loan is approved, dis-
tribute the contents of the docket in ac-
cordance with normal procedure.

(b) Disapproval. If a loan is disap-
proved, the reason for such action will
be shown on the original Form FHA
440-3, the applicant will be notified of
the disapproval and the reasons therefor,
and the docket will be handled in the
normal manner,

§1822.273 Actions subsequent to loan
approval.

After the loan is approved, actions to
be taken will be in accordance with
§ 1822.94.

§1822.274 Loan closing,.

(a) Applicable instructions. The com-
plete loan docket will be sent to the
OGC for closing instructions. RHS loans
will be closed in accordance with appli-
cable provisions of Part 1807 of this
chapter, any provisions set forth by the
State director which supplement this
subpart, and closing instructions of the
OGC, and with the assistance of the
designated attorney, representative of
the title insurance company, or local at-
torney, whichever is appropriate.

(b) Mortgage. Unless the OGC de-
termines the form to be inappropriate,
real estate mortgage Form FHA 427-1
(State), “Real Estate for
____________ (Insured loans to Indi-
viduals),” will be used for all RHS Sec-
tion 524 loans modified as prescribed by
or with the advice of the OGC with re-
spect to the name, address, and ofher
identification of the borrower, the style

of execution, and the acknowledgment.
Additional paragraphs will be included
in the mortgage to read as follows:

Borrower covenants and agrees that it
does not and will not decline to sell or other-
wise make available to a prospective pur-
chaser because of his race, color, creed or na-
tional origin of the properties in the said
tract or project. It further agrees to comply
with all Federal, State, and local laws and
ordinances prohibiting discrimination and
that its failure or refusal to comply with this
agreement and any such laws or ordinances
shall be a proper basis for the Farmers Home
Administration (FHA) to reject requests for
future business with which borrower is iden-
tified or to take other corrective action as it
may deem necessary to carry out the require-
ments of FHA regulations,

This instrument also secures the obliga-
tions and covenants of borrower set forth in
borrower’s loan resolution of (Date), which is
hereby incorporated herein by reference,

(¢) Promissory note. (1) Form FHA
440-22, “Promissory Note (Insured Loan
to Non-Tax Exempt Association or Orga-
nization),” will be used for RHS insured
loans unless legally inappropriate, The
following revisions will be made and ini-
tialed by persons signing the note:

(1) In the “Kind of Loan”
change “RRH" to “RHS sec. 524."”

(ii) The second sentence (lines 7-11)
will be revised to read: “The said princi-
pal and interest shall be paid at the end
of the two (2) years from the date of this
note, except that prepayments may be
made as provided herein below.”

(iii) In the last paragraph, line 3,
change “RRH"” to “RHS.”

(2) The total amount to be shown in
the note will be amount of the loan
shown on Form FHA 440-3. The note will
be dated the date of loan closing.

(d) Recorded mortgage. When the
real estate mortgage is returned by the
recording official, the county supervisor
will retain the original in the borrower's
case folder. If the original is retained by
the recording official for the county rec-
ords, a conformed copy including the
recording data showing the date and
place of recordation and book and page
number will be prepared and filed in the
borrower’s case folder. A copy of the
mortgage will be delivered to the bor-
rower but will be conformed only if re-
quired by State law or if it is the custom
of other lenders in the area.

(e) Date of loan closing. An RHS loan
is considered closed when the mortgage
is filed of record.

§ 1822.275 Actions after sites are devel-
oped.

The building sites will be sold on &
nonprofit basis to eligible families or
organizations as described in § 1822.266
(c).

(a) An option, Form FHA 440-34,
“Option to Purchase Real Property,” will
be executed. The site will be clearly iden-
tified by a land survey.

(b) The sale price of each individual
site will not be more than a sufficient
amount to pay a proportionate part of
the RHS loan and any other actual costs
of buying, developing, and selling the
building site.

block
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(¢) The proceeds from sale of the
building sites will be applied on the RHS
loan and any prior lien or, with the prior
approval of the national office, used in
a manner consistent with the purposes
of the loan and security interest of the
Government. The sites will be released
from the mortgage in accordance with
§ 1872.3 or otherwise in accordance with
prior approval of the national office,

§1822,.276 Subsequent RHS loans,

A subsequent RHS loan is an RHS loan
to an applicant indebted for an initial
RHS loan. Subsequent RHS loans will
be made on the same basis as initial RHS
loans.

§1822.277 Complaints regarding dis-
crimination in opportunity to buy

developed sites.

Any applicant wishing to purchase a
site financed by an RHS loan who be-
lieves he has been discriminated against
because of race, color, creed, or national
origin may file a complaint with the
county supervisor or State director. Any
such complaint will be handled in ac-
cordance with § 1822.97.

§ 1822.278 Special requirements for
RHS section 523 loans (loans to
organizations providing sites for self-
help housing).

Loans to organizations which will pro-

vide sites for self-help housing (RHS
sec, 523 loans) will be made under the
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provisions of this subpart with the fol-
lowing exceptions:

(a) Eligibility. The applicant must be
a nonprofit organization engaged in
assisting self-help projects.

(b) Interest. The interest rate will be
3 percent per annum on the unpaid prin-
cipal balance.

(c) Source of funds. These will be di-
rect loans made from the self-help fund.

(d) Evidence of need. Loans to newly
formed organizations will be made on the
basis of the applicant’s providing firm
information as to the number of sites to
be developed and the names of eligible
bona fide prospective purchasers who are
assured of available home financing,
Loans to organizations currently involved
in mutual self-help housing projects may
be made without submitting a list of the
names of prospective site purchasers.
There must, however, be definite evi-
dence that enough families are available
who are eligible and who will buy the
sites when they are developed.

(e) Multiple advances, These loans
may be disbursed in not more than three
advances over a period not to exceed 18
months from the date of the first
advance.

(f) Note forms. Form FHA 440-23,
“Promissory Note (Direct Loan to Asso-
ciation or Organization),” will be used.
Revisions similar to those required in
subdivisions (i), (i), and dil) of
§ 1822.274(c) (1) will be made and ini-
tialed by the persons signing the note.
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(g) Mortgage. Unless the OGC deter-
mines the form to be inappropriate in any
case, real estate mortgage Form FHA
427-2 (State), “Real Estate___.________
O e T (Direct Loan),” will be
used, modified as preseribed by or with
the advice of the OGC with respect to the
name, address, and other identification
of the borrower, the style of execution,
and the acknowledgment. Additional
paragraphs will be included in the mort-
gage to read as follows:

Borrower covenants and agrees that it does
not and will not decline to sell or otherwise
make available to a prospective purchaser be-
cause of his race, color, creed or national
origin any of the properties in the said tract
or project. It further agrees to comply with
all Federal State, and local laws and ordi-
nances prohibiting discrimination and that
its failure or refusal to comply with this
agreement and any such laws or ordinances
shall be a proper basis for the Farmers Home
Administration (FHA) to reject requests for
future business with which borrower is iden-
tified or take such other corrective action
as 1t may deem necessary to.carry out the
requirements of the FHA regulations.

This instrument also secures the obliga-
tions and covenants of borrower set forth in
borrower’s loan resolution of (Date), which
is hereby incorporated herein by reference.

Dated: June 24, 1970.

JAMES V. SMITH,
Administrator,
Farmers Home Administration.

[F.R. Doc. 70-8370; Filed, June 30, 1970;
8:50 a.m.]
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