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the Equal Credit Opportunity Act (156
U.S.C. 1691), and Executive Order 11063
as amended by Executive Order 12259,
as applicable. Rural Development’s
civil rights compliance requirements
are provided in 7 CFR part 1901, subpart
BE.

§3555.4 Mediation and appeals.

Whenever Rural Development makes
a decision that will adversely affect a
participant, the participant may pro-
ceed with alternative dispute resolu-
tion including mediation and a USDA
National Appeals Division hearing in
accordance with 7 CFR parts 1 and 11.
The participant also may request an
informal review of the adverse decision
made by Rural Development. Except
when the adverse decision applies to a
loss claim, the applicant or borrower
and the lender may participate in the
appeal process. Adverse decisions made
by the lender cannot be appealed unless
concurrence by Rural Development was
required by this subpart and obtained
by the lender.

§3555.5 Environmental requirements.

(a) Policy. Rural Development will
consider environmental quality, eco-
nomic, social, and other relevant fac-
tors in program development and deci-
sion-making processes. Rural Develop-
ment will take into account potential
environmental impacts of proposed
projects by working with applicants,
other Federal agencies, American In-
dian tribes, State and local govern-
ments, and interested citizens and or-
ganizations in order to formulate ac-
tions that advance the program’s goals
in a manner that will protect environ-
mental quality.

(b) Regulatory references. Loan proc-
essing or servicing actions taken under
this part must comply with the envi-
ronmental review requirements in ac-
cordance with 7 CFR part 1970, and 7
CFR part 1924, which addresses lead-
based paint.

(c) Agency responsibilities. Rural De-
velopment is responsible for compli-
ance with all applicable environmental
regulations and statutes.

(d) Lender and loan applicant respon-
sibilities. (1) Lenders must use due dili-
gence in regard to potential environ-
mental hazards to ensure the property
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is decent, safe and sanitary and of suf-
ficient value to adequately secure the
loan. The level of due diligence review
to determine potential environmental
hazards must be equivalent to the
standards established by Fannie Mae,
Freddie Mac, FHA, or the VA.

(2) Mortgage loan transactions will
be subject to the requirements of the
1994 National Flood Insurance Reform
Act to determine if the dwelling is lo-
cated in a Special Flood Hazard Area
(SFHA).

(3) On an as needed basis, lenders and
loan applicants will assist Rural Devel-
opment in obtaining such information
as Rural Development needs to com-
plete its environmental review and to
cooperate in the resolution of environ-
mental problems.

(4) Lenders will become familiar with
Agency environmental requirements,
so they can advise applicants and re-
duce the probability of unacceptable
applications being submitted to Rural
Development.

(5) The lender must comply with Fed-
erally mandated flood insurance pur-
chase requirements. Existing dwellings
in a SFHA are not eligible under the
SFHGLP unless flood insurance
through the FEMA National Flood In-
surance Program (NFIP) is available
for the community and flood insurance,
whether NFIP, ‘‘write your own,” or
private flood insurance, is purchased
by the borrower. The lender will re-
quire the borrower to obtain, and
maintain for the term of the mortgage,
flood insurance for any property lo-
cated in a SFHA, listing the lender as
a loss payee. Purchase of existing
structures within the federally regu-
lated floodplain will not require con-
sideration of alternatives to avoid ad-
verse effects and incompatible develop-
ment in floodplains;

(6) The borrower must obtain, and
continuously maintain for the life of
the mortgage, flood insurance on the
security property in an amount suffi-
cient to protect the property securing
the guaranteed loan. Flood insurance
policies must be issued under the
NFIP, or by a licensed property and
casualty insurance company author-
ized to participate in NFIP’s ‘‘Write
Your Own” program or private flood
insurance policy, as approved by the
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lender. Lenders are required to accept
private flood insurance policies, when
purchased by a borrower, that meet the
requirements of 42 TU.S.C. 4012a
(b)(1)(A). Lenders remain responsible to
ensure a private flood insurance policy
meets the requirements of 42 U.S.C.
4012a (b)(1)(A).

(7) Rural Development will not guar-
antee loans for new or proposed homes
in an SFHA unless the lender obtains a
final Letter of Map Amendment
(LOMA) or a final Letter of Map Revi-
sion (LOMR) that removes the property
from the SFHA, or performs an alter-
natives analysis in compliance with
the Agencies National Environmental
Policy Act regulation and obtains a
FEMA elevation certificate that shows
that the lowest floor (including base-
ment) of the dwelling and all related
building improvements are built at or
above the 100-year flood plain elevation
in compliance with the NFIP.

[78 FR 73941, Dec. 9, 2013, as amended at 81
FR 6428, Feb. 8, 2016; 81 FR 11048, Mar. 2, 2016]

§3555.6 State and local law.

Lenders will comply with applicable
State and local laws and regulations,
including the laws of American Indian
tribes. Supplemental guidance will be
issued in the case of any conflict with
or significant differences from provi-
sions of this part.

§3555.7 Exception authority.

The Administrator of the Agency, or
a designee, may make an exception to
any requirement or provision of this
part or to address any omissions in this
part, when the Administrator, or des-
ignee, determines that application of
the requirement or failure to take ac-
tion would adversely affect the Govern-
ment’s interest. Any exception must be
consistent with the authorizing statute
and other applicable laws.

§38555.8 Conflict of interest.

(a) Applicant or borrower responsibility.
The applicant or borrower must dis-
close to the lender any prohibited rela-
tionship or association with any Rural
Development employee, and the lender
must disclose that information to
Rural Development.

(b) Lender responsibility. The lender
must disclose to Rural Development

7 CFR Ch. XXXV (1-1-25 Edition)

any prohibited relationship or associa-
tion it, or any of its employees, has
with any Rural Development employee.

(c) Prohibited relationships and associa-
tions. Prohibited relationships and as-
sociations include the following:

(1) Immediate family members, in-
cluding parents and children, whether
related by blood or marriage;

(2) Close relatives, including grand-
mother, grandfather, aunt, uncle, sis-
ter, brother, niece, nephew, grand-
daughter, grandson, or first cousin,
whether related by blood or marriage;

(3) Any household residents;

(4) Immediate working relationships,
including coworkers in the same office,
subordinates, and immediate super-
visors; and

(5) Close business associations, in-
cluding business partnerships, joint
ventures, or closely held corporations.

(d) Result of disclosure. Disclosure of
prohibited relationships and associa-
tions under this section will not nec-
essarily result in applicant, borrower
or lender ineligibility. Disclosures may
result in reassignment with regard to
the loan guarantee in question so that
no prohibited relationships or associa-
tions exist between the Rural Develop-
ment employees responsible for loan
guarantee transactions and Ilenders,
borrowers, or applicants.

§38555.9 Enforcement.

Rural Development will take such ac-
tions as are appropriate and necessary
to enforce the provisions of these regu-
lations. Such actions will include, but
not be limited to, reduction of the loss
claim payment; termination of a lend-
er’s or servicer’s participation in the
SFHGLP; suspension and debarment of
participation in this or other Federal
programs; and, any other appropriate
administrative, civil, or criminal ac-
tions as allowed by law. Rural Develop-
ment may assess civil monetary pen-
alties pursuant to Section 543 of the
Housing Act of 1949, 42 U.S.C. 1409s(b).

§3555.10 Definitions
tions.

and abbrevia-

The definitions and abbreviations in
this section apply to this part.
Acceleration. Demand for immediate

repayment of the entire balance of a
debt if the covenants in the promissory
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