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DEPARTMENT OF AGRICULTURE
Food and Nutrition Service

7 CFR Parts 272 and 273

[Amdt. No. 220]

Food Stamp Program; Adjusting the
Thrifty Food Plan

AGENCY: Food and Nutrition Service,
USDA.

ACTION: Final rule.

SUMMARY: The Food Stamp Program is
changing the amount of food stamps
which eligible households receive. The
change, required by law, takes into
account changes in the cost of living.
The Program is also changing the way it
calculates a household's food stamps.
The net effect of these changes
increases the food purchasing power of
food stamp recipients. However, the
increase is smaller than the one
previously scheduled, because of the
legislative change.

EFFECTIVE DATE: October 1, 1982.

FOR FURTHER INFORMATION CONTACT:
Thomas O'Connor, Supervisor, Policy
and Regulations Section, Family
Nutrition Programs, Food and Nutrition
Service, USDA, Alexandria, Virginia
22302; (703) 756-3429, Copies of the
Regulatory Impact Analysis, which is
summarized in this preamble, are also
available from Mr. O'Connor.

SUPPLEMENTARY INFORMATION:

Classification

Executive Order 12291, This rule has
been reviewed under Executive Order
12291 and Secretary's Memorandum
1512-1, The Department considers it a
major rule because it will increase the
Food Stamp Program's cost by more
than $100 million. It will not result in a
major increase in costs or prices, nor

will it affect competition, productivity,
employment, investment, or innovation.

HRegulaiory Flexibility Act. Samuel J.
Cornelius, the Administrator of the Food
and Nutrition Service, has certified that
this action will not have a significant
economic impact on a substantial
number of small entities. The final rule
will increase the amount of money spent
on food through food stamps. However,
this money will be distributed among
the nation's food vendors, so the effect
will not be significant.

Paperwork Reduction Act. This
regulation does not contain reporting
and recordkeeping requirements subject
to approval by the Office of
Management and Budget (OMB).

Publication. The Department is
making this rule effective in fewer than
thirty days after publication because
Section 3(0) of the Food Stamp Act of
1977, as amended, requires that the rule
take effect on October 1, 1982.

Final rule, The Department is
publishing this as a final rule, without
opportunity for public comment. Section
3(0) of the Food Stamp Act of 1977, as
amended, does not give the Department
any discretion in making this change.
Thus, the Department has determined
that notice and comment rulemaking
procedures on this final rule are
unnecessary and contrary to public
interest.

Memorandum-of Law. Pursuant to
section 4(c) of Executive Order 12291,
the Department has determined that this
rule is within the authority delegated by
law.

Regulatory Impact Analysis

Need for Action, This action is
required by Section 3(0) of the Food
Stamp Act of 1977, as amended. The
Department is publishing this as a final
rule, effective in fewer than thirty days,
because the Food Stamp Act specifies
three things. First, it requires that the
change be based upon economic figures
as of June 30, 1982, reduced by 1%. The
Department did not obtain these figures
until the end of July: Second, the Act
requires that the adjustment be
calculated in a particular way; the
Department has no discretion, third, the
Act requires that the Department make
the change effective on October 1, 1982.
In addition, Congress has only recently
enacted legislation which requires the
Department to make new changes in the

calculation procedures by October 1,
1082,

Alternatives. The Food Stamp Act of
1977, as amended, gives the Department
no alternatives to any portion of this
action.

Benefits. This action increases the
food purchasing power of food stamp
recipients to keep up with the rising cost
of food.

Costs. This action increases the cost
of the Food Stamp Program by $1.152
billion in Fiscal Year 1983.

Background

Scheduled adjustment. Section 3(0) of
the Food Stamp Act of 1977, as
amended, requires the Department to
adjust the Thrifty Food Plan on October
1, 1982. The Thrifty Food Plan is the diet
required to maintain an adequate level
of nutrition. It is the basis for the
uniform allotments for all households.
The adjustment takes into account
changes in the cost of food. As the cost
of food rises, the Thrifty Food Plan rises
with it. The Department is amending 7
CFR 273.10, Appendix A, to make this
change.

Period of adjustment. According to
current regulations, the October 1, 1982
adjustment was to reflect changes in the
cost of food between October 1, 1980
and June 30, 1982, However, Congress
changed the method of calculating the
change in the Omnibus Budget
Reconciliation Act of 1982. According to
the new law, the adjustment is based
upon 99% of the Thrifty Food Plan for a
four person household. Basing the
October adjustment on 99% of the
Thrifty Food Plan for the preceding June
30 is required for the 1983 and 1984
adjustments also. The Department is
amending 7 CFR 273.10(e)(4)(ii) to make
this change.

Rounding. The Omnibus Budget and
Reconciliation Act of 1882 has made a
change in the regulation’s description of
rounding when calculating a household’s
food stamp allotment. Currently,
according to 7 CFR 273.10(e)(2)(ii)(A} the
State agency computes 30 percent of a
household's net income. The State
agency then rounds the product down
from 49 cents and up from 50 cents.
Then the State agency subtracts the
rounded product from the appropriate
Thrifty Food Plan to obtain the
household's monthly allotment.

The new law requires a new rounding
procedure which is intended to rednce
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the Program's cost. The Department is
allowing the State agency to implement
the new provision in either of two ways.

The first option is to multiply the
household's net income by 30 percent
and then round the product up if it has
cents in it, The State agency would then
subtract the rounded product from the
Thrifty Food Plan to obtain the monthly
allotment.

The second option is to multiply the
household's net income by 30 percent
and to leave the product unrounded. The
State agency would subtract the
unrounded product from the Thrifty
Food Plan. The State agency would then
round the difference, the household's
allotment, down to the nearest lower
dollar. The Department is amending 7
CFR 273.10(e)(2)(ii)[A) to make this
change. This change does not affect
rounding while calculating a household's
net income

The new legislation also requires the
Department to round figures down when
calculating the basic Thrifty Food Plan
amounts which appear in Appendix A.
The guidelines for calculating these
amounts do not appear in the Code of
Federal Regulations. Therefore, no
amendment is necessary.

List of Subjects
7 CFR Part 272

Alaska, Civil rights, Food Stamps
Grant programs-social programs,
Records, Reporting requirements.
7 CFR Part 273

Administrative practice and
procedure, Aliens, Claims, Fraud, Grant
programs-social programs, Penalties,
Records, Reporting requirements, Social
Security, Students.

For the reasons set out in the
preamble, the Department amends Parts
272 and 273 of Chapter II, Subtitle B,

Title 7, Code of Federal Regulations as
follows.

PART 272—REQUIREMENTS FOR
PARTICIPATING STATE AGENCIES

1.In § 2721, paragraph (g)(43) is
added to read as follows:

§272.1 General terms and conditions.
. * - . *

(g) Implementation. * * *

(43) State agencies shall implement
Amendment No. 220 on October 1, 1982.

- - - - -

PART 273—CERTIFICATION OF
ELIGIBLE HOUSEHOLDS

2. § 273.10, paragraph (e)(2)(ii){A) is
revised, paragraph {e)(4)(ii) is revised,
and Appendix A is revised. The
revisions read as follows:

§273.10 Determining household eligibility
and benefit levels.

- L . * .

(e) Calculation of net income and
benefit levels. * * *

(2) Eligibility and benefits, * * * -

(ii}{A) Except as provided in
paragraphs (a)(1), (e)(2)(iii) and (e)(2)(vi)
of this section, the household's monthly
allotment shall be equal to the Thrifty
Food Plan for the household's size
reduced by 30 percent of the household's
net monthly income as calculatedin
paragraph (e)(1) of this section. If 30
percent of the household's net income
ends in cents, the State agency shall
round in one of the following ways:

(7) The State agency shall round the
30 percent of net income up to the
nearest higher dollar; or

(2) The State agency shall not round
the 30 percent of net income at all.
Instead, after subtracting the 30 percent
of net income from the appropriate
Thrifty Food Plan, the State agency shall
round the allotment down the nearest

lower dollar.
(4) Thrifty Food Plan * * *
(ii) Adjustment,

(A) Effective October 1, 1982, the
Thrifty Food Plan amounts shall be
adjusted to the nearest lower dollar
increment to reflect changes in the
Consumer Price Index for All Urban
Consumers for the cost of food during
the twenty-one month period ending
June 30, 1982, less one percent of the
adjusted Thrifty Food Plan.

(B) Effective October 1, 1983, and
October 1, 1984, the Thrifty Food Plan
amounts shall be adjusted to the nearest
lower dollar increment to reflect
changes in the Consumer Price Index for
All Urban Consumers for the cost of
food during the twelve month period
ending on the preceding June 30, less
o?e percent of the adjusted Thrifty Food
Plan.

(C) Effective October 1, 1985, and
each October 1 thereafter, the Thrifty
Food Plan amoynts shall be adjusted to
the nearest lower dollar increment to
reflect changes in the Consumer Price
Index for All Urban Consumers for the
cost of food during the twelve month
period ending on the preceding June 30.

Appendix A--Thrifty Food Plan 48 States and
the District of Columbia, Alaska, Hawaii,
Guam, and The Virgin Islands

Benefit determination. To determine the
monthly allotment to be issued to households:
Subtract 30 percent of the household's net
monthly income from the Thrifty Food Plan
amount shown below for that size household
for the appropriate area involved, as set forth
in § 273.10(e)(2)(ii). (All one- and two-person

households shall receive a minimum monthly
allotment of $10.00):

THRIFTY FOOD PLAN AMOUNTS—JUNE 1982,

AS ADJUSTED
“m Alsska®
Household Virgin
pes District of G::n' Hawaii* Istanda*
&I
108 106 bl
200 184 176
287 278 252
365 353 320
433 419 380
520 503 458
575 556 504
857 638 576
+82 +79 +72

! Adjusted to reflact the cost of food in June and
for each muamuwiﬂamm
lca'a!a
June

(91 Stat. 958 (7 U.S.C. 2011-2029))
(Catalogue of Federal Domestic Assistance
Programs No. 10.551, Food Stamps)
Dated: September 9, 1982.
Mary Jarratt,
Assistant Secretary.
[FR Doc. 82-25250 Filed 9-13-82; 8:45 aim]
BILLING CODE 3410-30-M

Farmers Home Administration
7 CFR Parts 1804 and 1944

Section 504 Rural Housing Loans and
Grants

AGENCY: Farmers Home Administration,
USDA.

ACTION: Final rule.

SUMMARY: The Farmers Home
Administration (FmHA) redesignates
and revises its regulations regarding
Section 504 Rural Housing Loans and
Grants. The action is taken to conform
with general administrative
restructuring of the Agency's
regulations, The current regulation is a
supplement to an existing FmHA
regulation, and as such is inadequate to
address the needs of making and
servicing Section 504 loans and grants.
The intended effect of this revision is to
facilitate and improve the
administration of service provided by
the program by permitting the Section
504 program to be administered
independently of the Agency's Section
502 program, Uniform standards of
eligibility have been established,
including maximum income limits, and
docket processing requirements have
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been strengthened to prevent program
abuse.

EFFECTIVE DATE: September 14, 1982.
FOR FURTHER INFORMATION CONTACT:
Nancy Monesson, Program Specialist,
Farmers Home Administration, USDA,
Room 5347, South Building, 14th and
Independence Avenue, SW,
Washington, DC 20250, telephone (202)
382-1474.

SUPPLEMENTARY INFORMATION: This
final action has been reviewed under
USDA procedures established in
Secretary’s Memorandum 1512-1 which
implements Executive Order 12291, and
has been designated nonmajor. This
determination is based on the fact that
there will be little, if any, increase in
cost to the Government or to the
borrowers affected by this instruction.
The changes made will provide
accountability of use of funds and
assure the recipients of value received
for monies spent, thereby preventing
abuse of the program which has proven
costly to the Government. This is
accomplished by a requirement that
builders submit detailed material
specifications, and when not performing
under a construction contract, to provide
a dollar break-down for materials and
labor for each major item of
development. Inspection requirements
have been strengthened and specific
instruction provided for handling unused
funds and for servicing improper loans
and grants. This revision also provides
specific criterion for determining
eligibility by establishing a maximum
income limit of $11,500 or 50 percent of
median income as set forth in Exhibit C,
Subpart A, Part 1944 of this Chapter,
whichever is lower. This criterion is
consistent with the basis used by the
Agency to determine income eligibility
for all of its housing loans.

The only alternative action
considered was to make no change in
the existing regulation, which is
inadequate to administer the program
effectively.

This regulation does not directly
affect any FmHA programs or projects
which are subject to A-85 clearinghouse
review. The Catalog of Federal Domestic
Assistance program affected is: 10.417,
Very Low-Income Housing Repair Loans
and Grants.

This document has been reviewed in
accordance with 7 CFR Part 1901,
Subpart G, “Environmental Impact
Statements.” It is the determination of
FmHA that this action does not
constitute a major Federal action
significantly affecting the quality of the

uman environment and in accordance
with the National Environmental Policy
Act of 1969, Pub. L. 91-190, an

Environmental Impact Statement is not
required.

On December 16, 1981, the FmHA
published in the Federal Register (46 FR
61291) a proposed rule to amend
Chapter XVIII, Title 7, in the Code of
Federal Regulations by revising and
redesignating Part 1904 Subpart G to &
new Part 1944 Subpart |. That rule |
provided for a 60-day comment period
through February 16, 1982. The final rule
contains revisions to the proposed rule
which reflect FmHA'’s consideration of
the comments received as well as other
information available to FmHA. The
following is a discussion of the
comments received and changes made.

§1944.451

This section has been changed to
identify the recipients more clearly as
persons who lack repayment ability to
qualify for a Section 502 loan. A further
clarification of the objective is made by
stating that most health and safety
hazards will be removed. The proposed
regulation implied that all hazards
would be removed.

§1944.453

A definition of “hazard" and “major
hazard" has been added. The definition
of “substandard” dwelling has been
deleted because no further reference is
made to that term in the regulation. An
objection was made to the definition of
adjusted income, requesting that the
allowance of 5 percent and $300 be
raised to reflect actual costs more
closely. This definition remains
unchanged. The figures are not meant to
be representative of actual costs, but are
simply a means of making an
adjustment to gross income.

As a result of comments, and for
consistency in the basis used by the
Agency to determine income eligibility
for all housing loans, very low income
will be changed to $11,500 or 50 percent
of median income, as set forth in Exhibit
C of Part 1944-A of this Chapter,
whichever is lower.

§1944.456

A requirement was added that all
material and installations for potentially
hazardous equipment or materials (i.e.
woodburning stoves) meet Minimum
Property Standards (MPS). Also added
is a requirement that water and septic
systems meet applicable FmHA
procedures for Section 502 loans.
Several comments were received
concerning the conditions under which
repairs will be made on mobile homes.
As a result of these comments the
restriction not to exceed Federal Mobile
Home Safey and Construction
Standards has been removed.

Comments were also received
requesting loans be made regardless of
ownership of the mobile home site. The
regulation remains unchanged in this
respect. The Agency believes that the
regulation as written addresses the
intent of the law regarding its meaning
of owner/occupant. Ownership of the
underlying land is also important in
administering, servicing, and securing
loans made under this Section.

Comments were received asking that
time required for owner/occupancy of a
mobile home be specified. We have
revised the regulation to require owner/
occupancy for one (1) year before date
of application.

Comments were received requesting
that overhead costs for nonprofit
organizations and packaging fees be
included as a loan purpose. This request
is not being implemented at this time.
Nonprofit corporations, acting as
contractors, may build overhead costs
into the total contract price in the same
manner as other contractors, therefore,
the Agency does not believe it
necessary to specify that item as a loan
purpose.

As a result of comments, the
requirement to “remove wheels” from a
mobile home has been eliminated and a
requirement for tie-down has been
added. Comments were received
requesting that solar water heaters be
added as a loan purpose. This request is
not being implemented at this time. The
Agency does not believe the purchase of
a solar water heater will remove &
safety or health hazard.

A comment received recommended
that the health hazards necessitating
room additions be specified. The
regulation remains unchanged in this
regard. The judgment of the County
Supervisor is considered competent to
recognize conditions dire enough to
warrant the addition of a room under
this program.

One comment stated that the
regulation as written creates a
disincentive to bring the dwellings to
MPS. The Agency believes the
regulation as written accomplishes the
objectives of the program; therefore, no
change is made in this regard.

§1944.457

Comments were received asking that
the total assistance figures be increased,
and that the age requirement for grants
be eliminated. These requirements are
statutory, therefore not within the
authorization of the Agency to change.

Comments were received concerning
suggested restrictions against painting
and installation of air conditioners. The
language in the regulation as written
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suggests that these items might be
considered cosmetic, but it does not
prohibit them. County Supervisors are
required to document the hazard and the
repairs necessary to remove that hazard.
We believe the regulation as written
allows latitude and judgment in
determining what is cosmetic.

§ 1944.458

Citizenship has been expanded to
conform to Subpart A of Part 1944 of this
Chapter, Requests were made to remove
the restriction that grazing permits be
considered as ownership only for
nonsecured loans. This request could
not be accommodated in that the
Government's interest cannot be
adequately secured by a mortgage on a
grazing permit. The words “land
assignment” have been added to grazing
permits as eligible evidence of
ownership.

Some comments were received
objecting to the Agency's use of 50
percent of “low"” income as maximum
for eligibility, and advocating use of 50
percent of median. The regulation has
been changed to accommodate this
request with the modification of an
$11,500 maximum for very low income,

Comments were received suggesting
that the limitations on personal
resources were too restrictive, The
Agency believes the regulation as
written allows direction of the program
to the most needy applicants. Therefore,
no change has been made.

Some comments were received
suggesting that “household budgets” be
required for every applicant. This
change has not been implemented. We
belleve sufficient guidelines have been
provided to determine when a budget is
needed to determine repayment ability.

§ 1944.461

Several comments were received
suggesting that the Grant Agreement be
more restrictive, and also bind the heirs.
We believe the Grant Agreement as
written addresses the concern of
Congress that the grantee not realize a
monetary gain directly due to receipt of
the grant; therefore the Agreement was
not made more restrictive. The Agency
has, however, changed the language of
the Agreement, binding the heirs and
estate to the term of the Agreement. As
a result of comments, a change has been
made regarding the procedure necessary
to obtain adequate security on a mobile
home for loans in excess of $2,500.

§ 1944.463

The absolute requirement for bids has
been removed in the interest of having a
more workable program.

The requirements for inspections have
been more clearly addressed.

§ 1944.467

A paragraph has been added to
provide guidance to the County
Supervisor regarding credit <
investigations.

§ 1944.469

The requirement to provide proper
notification to applicants of the right to
rescind in accordance with the Truth in
Lending Act has been added.

Information Collection Requirements

Information collection requirements
contained in this regulation
(88§ 1944.463(a); 1944.467(d); 1944.458(a);
1944.461(b); and 1944.469(b)) have been
approved by the Office of Management
and Budget under the provisions of 44
U.S.C. Chapter 35, and have been
assigned OMB #0575-0062.

List of Subjects in 7 CFR Part 1944

Administrative practice and
procedure, Aged, Farm labor housing,
Grant programs-—Housing and
community development, Handicapped,
Home improvement, Loan programs—
Housing and community development,
Low and moderate income housing—
Rental, Migrant labor, Mortgages,
Nonprofit organizations, Public housing,
Rent subsidies, Reporting requirements,
Rural areas, Rural housing, Subsidies.

Therefore, Chapter XVHI, Title 7,
Code of Federal Regulations is amended
by revising and redesignating Subpart G
of Part 1904 to a new Subpart ] of Part
1944 and reads as follows:

PART 1904—-LOAN AND GRANT
PROGRAMS (INDIVIDUAL)

§§ 1904.301 through 1904.313 [Revised
and redesignated as Subpart J of Part
1844]

PART 1944—HOUSING

" . * * -

Subpart J—Section 504 Rural Housing
Loans and Grants

Sec.

1944451 Ceneral.

1944.452 Nondiscrimination,
1944453 Definitions.
1944.454-1944.455 [Reserved|
1944.456 Loan and grant purposes.
1944.457 Loanrand grant restrictions.
1944458 Eligibility requirements.
1044.450-1944.460 [Reserved)]
1844.461 Security.

1644.462 Rates and terms.
1944.463 Technical services.
1944.464 Insurance requirements,
1944.465-1944.466 [Reserved)
1944.467 Processing applications.
1944.468 Loan or grant approval.

Sec.
1944.469 Loan and/or grant closing.
1944.470-1944.471 [Reserved]
1944.472 Subsequent Section 504 loans and/
or grants.

1644.473 Improper loans and/or grants,
1944.474-1944.500 [Reserved]
Exhibit A—Agreement—Section 504 Grant.
Exhibit B—Cost Estimate or Bid.

Authority: 42 U.S.C. 1480; 7 CFR 2.23; 7 CFR
2.70,

Subpart J—Section 504 Rural Housing
Loans and Grants

§1944.451 General.

This subpart sets forth the policies
and procedures and delegates authority
for making initial and subsequent Rural
Housing (RH) loans and/or grants to
individuals under Section 504(a) of Title
V of the Housing Act of 1949, as
amended. The objective of the Farmers
Home Administration (FmHA) in
making Section 504 loans and grants is
to assist very low income owner-
occupants of single family dwellings in
rural areas, who lack repayment ability
to qualify for Section 502 loans, to repair
or improve their dwellings. Those
repairs will result in the removal of most
health or safety hazards, thereby
making the dwellings safer and more
sanitary for the occupants, their
families, and the community.

§1944.452 Nondiscrimination.

It is FmHA policy that assistance and
services will not be denied to any
person based on race, sex, national
origin, color, religion, marital status, age,
handicap (provided the applicant
possesses the capacity to enter into a
legally binding contract), receipt of
income from public assistance, or
because an applicant has, in good faith,
exercised any right under the Consumer
Credit Protection Act. This policy
complies with Regulation B issued under
the Equal Credit Opportunity Act
(ECOA).

§1944.453 Definitions.

(a) Adjusted annual income. Annual
income as defined in paragraph (b) of
this section, less 5 percent, and less an
additional $300 for each dependent
minor child (excluding the applicant, co-
applicant, and any foster child) who is a
member of the household.

(b) Annual income. Planned income to
be received during the next 12 months
by the applicant, co-applicant, and all
other adults who are living or propose to
live in the dwelling to be repaired.

(c) Co-signer. A party who joins in the
execution of the promissory note to
guarantee repayment by the borrower.
The co-signer becomes jointly and
severally liable to comply with the terms
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of the note in the event of the borrower’s
default.

(d) County Supervisor. Includes
Assistant County Supervisor for all
duties and responsibilities which are
included in the employee's job
description and for authorizations which
have been delegated in writing in
accordance with FmHA Instruction
2006-F [available in any FmHA office).
For the areas of Alaska and the Western
Pacific Territories, it also includes the
Area Supervisor and Assistant Area
Supervisor.

(e) Elderly. For the purposes of this
subpart, the term “elderly” refers to a
person 62 years of age or older.

(f) Hazard. A condition of the
dwelling or dwelling site which may
jeopardize the health or safety of the
occupants of the dwelling and/or the
members of the community.

(g) Major hazard. A condition of the
dwelling or site so severe as to make the
dwelling unfit for habitation.

(h) Manufactured home. A
manufactured home means a structure,
transportable in one or more sections,
which in the traveling mode, is eight
body feet or more in width or forty body
feet or more in length, or, when erected
on site, is three hundred twenty or more
square feet, and which is built on a
permanent chassis and designed to be
used as a dwelling with or without a
permanent foundation when connected
to the required utilities, end includes the
plumbing, heating, air conditioning, and
electrical systems contained therein;
except that such term shall include any
structure which meets all the
requirements of this paragraph except
the size requirements and with respect
to which the manufacturer voluntarily
files the certification required by the
Secretary of Housing and Urban
Development and complies with the
standards established under Title VI of
the Housing and Community
Development Act of 1974, Pub. L. 93-383.

(i) Mobile Home. For the purpose of
this instruction a mobile home is an
older home commonly referred to as a
“trailer,”" designed to be used as a
dwelling but built prior to the enactment
of Pub. L. 96-399 (October 8, 1980).

(i) Owner. For the purposes of this
subpart, an owner is one who can meet
the conditions of ownership in
accordance with §1844.458(a)(3) of this
Subpart.

(k) Rural area. A determination of
rural area will be in accordance with
§1944.10 of this chapter.

() Very low income. An adjusted
annual income that does not exceed
$11,500 or 50% of median income for
each designated area as set forth in

Exhibit C to Part 1844-A of this chapter,
whichever is lower.

§§1944.454-1944.455 [Reserved]

§ 1944.456 Loan and grant purposes.

Section 504 loan and grant funds may
be used only to pay costs for repairs and
improvements which will result in
removal of identified safety and/or
health hazards. Dwellings repaired with
Section 504 loan or grant funds need not
be brought to MPS or FMHA thermal
standards, nor must al/ of the existing
hazards be removed provided the
dwelling does not continue to have
major health or safety hazards after the
planned repairs are made. All work
shall be in accordance with local codes
and standards. When potentially
hazardous equipment or materials (e.g.
woodburning stoves) are being installed,
all materials and installations shall be in
accordance with applicable sections of
the MPS. Section 504 funds may also be
used to remove health and safety
hazards from homes which, after
removal of the hazard will meet MPS,
provided the house as improved does
not exceed the building requirements as
outlined in § 1944.16 (a) and (b) of this
chapter, and provided the applicant
does not have adequate income to
qualify for a Section 502 Rural Housing
loan. Authorized loan and grant
purposes include but are not limited to
the following:

(a) Installation and/or repair of
sanitary water and waste disposal
systems, together with related plumbing
and fixtures, which will meet local
health department requirements. Water
supply and sewage disposal systems
should be determined acceptable in
accordance with Subpart A of Part 1924
of this chapter and Subpart D of Part
1804 of this chapter (FmHA Instruction
424.5). The requirements of Subpart A of
Part 1924 of this chapter and Subpart D
of Part 1804 of this Chapter (FmHA
Instruction 424.5) may be waived by the
State Director provided:

(1) The County Supervisor has
determined that the identified health
hazard is severe and that the
requirements outlined in paragraph (a)
of this section cannot be met, and

(2) The State Director agrees with the
determination of the County Supervisor
that the planned work is necessary and
that the requirements of paragraph (a) of
this section (other than local health
department requirements) are
impractical.

(b) Payment of reasonable connection
fees for utilities (i.e., water, sewer,
electricity or gas) which are required to
be paid by the applicant and which
cannot be paid from other funds.

(c) Energy conservation measures
such as:

(1) Insulation; and

(2) Combination screen-storm
windows and doors.

(d) Repair or replacement of the
heating system including installing
alternative systems such as
woodburning stoves or space heaters,
when appropriate.

(e) Electrical wiring.

(f) Repair of, or provision for,
structural supports.

(g) Repair or replacement of the roof.

(h) Replacement of severely
deteriorated siding,

(i) Payment of incidental expenses
such as fees for credit reports, surveys,
title clearance, loan closing, and
architectural or other technical services.

(i) Necessary repairs to manufactured
homes or mobile homes provided:

(1) The applicant owns the home and
the site on which the home is situated
and has occupied that home on that site
for at least one year before application
to FmHA.

(2) The manufactured home or mobile
home is on a permanent foundation or
will be put on a permanent foundation
with Section 504 funds. A permanent
foundation will be either:

(i) A full below-grade foundation, or

(ii) Placing the home on blocks, piers,
or some similar type foundation, with
skirting, and anchoring with tie-downs.

(3) The manufactured home or mobile
home is in need of repairs to remove
health or safety hazards.

(k) Additions to any dwelling
(conventional, manufactured or mobile)
only when it is clearly necessary to
remove health hazards to the occupants.

§ 1944.457 Loan and grant restrictions.
(a) Maximum loan and/or grant. (1)
Lifetime assistance to any individual for

initial and/or subsequent Section 504
loans or combination loans and grants
may not exceed a cumulative total of
$7,500, the grant portion of which may
not exceed $5,000.

(2) Lifetime assistance to any -
individual for initial and/or subsequent
Section 504 grants may not exceed a
cumulative total of $5,000.

(3) Transferees assuming Section 504
loans are limited in the same manner to
subsequent loans in amounts not to
exceed the difference between the
unpaid principal balance of the debt
assumed and $7,500.

(4) The amount of assistance provided
each borrower/grantee will be
documented on the list of Section 504
recipients, which is retained in the
County Office Operational file,
according to § 2033.13 of FmHA
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Instruction 2033-A (available in any
FmHA office).

(b) Limitation on use of funds. Section
504 loan or grant funds may not be used
to:

(1) Assist in the construction of a new
dwelling.

(2) Make changes to the dwelling for
cosmetic or convenience purposes,
unless the work is directly related to the
removal of hazards. Cosmetic and
convenience changes might include, but
are not limited to:

(i) Painting;

(ii) Paneling;

(iii) Carpeting;

(iv) Improving clothes closets or
shelving;

(v) Improving kitchen cabinets;

(vi) Air conditioning; or

(vii) Landscape plantings.

(3) Make repairs to a dwelling of such
poor condition that when the repairs are
completed, the dwelling will continue to
be a major hazard to the safety and
health of the occupants.

(4) Move a mobile or manufactured
home from one site to another.

(6) Pay fees, charges or commissions
for packaging the application, or
placement fees for the referrals of
prospective applicants to FmHA.

(6) Pay for any off-site improvements.

(7) Refinance any debt or obligation of
the borrower/grantee other than
obligations incurred for items covered
by § 1944.456 entered into after date of
application.

§ 1944.458 Eligibility requirements,

(a) Section 504 loan. Section 504 loan
applicants must meet the following
requirements:

(1) Citizenship. Be a natural person
(individual) who resides as a citizen in
any of the 50 States, the Commonwealth
of Puerto Rico, the U.S, Virgin Islands,
Guam, American Samoa, the
Commonwealth of the Northern Mariana
Islands, or the Trust Territory of the
Pacific Islands, or a noncitizen who
resides in one of the foregoing areas
after being legally admitted for
permanent residence or on indefinite
parole as set forth in § 1944.9(c) of this
chapter,

(2) Legal capacity. The applicant must
possess legal capacity to incur the loan
obligation, and have reached the age of
legal majority in the State or have had
the disability of minority removed by
court action.

(8) Owner/occupancy. The applicant
maust be the owner-occupant, at least
one year prior to the time of application,
of a single family dwelling that is
located in a rural area and is in need of
repairs. Each applicant is required to
submit evidence of ownership for

retention in the loan docket. This
evidence may be the original or a
certified or photostatic copy of the
instrument evidencing ownership.
County Supervisors may require
additional information from the
applicant, or may seek advice of the
Regional Attorney when necessary to
determine the validity or adequacy of
the evidence of ownership. Proof of
ownership need not meet the
requirements of Part 1807 of this chapter
Instruction 427.1).

({) The following will represent
ownership:

(A) Fulr marketable title,

(B) A land purchase contract.

(C) An undivided interest in the
property to be repaired. Loans and/or
grants may be made to persons having
an undivided ownership interest in a
property when:

(2) The applicant has been living in
the house for at least 10 years prior to
the date of application.

(2) The County Supervisor has no
reason to believe the applicant's
position of owner-occupant will be
jeopardized as a result of the
improvements to be made with loan/
grant funds.

(3) In the case of a loan to be secured
by a mortgage, any co-owner living or
planning to live in the household will
sign the mort%aﬁe.

(D) A leasehold interest in the
property to be repaired. When the
applicant’s “ownership” interest in the
property is based on a leasehold
interest, the lease must be in writing and
a copy must be included in the file. The
unexpired portion of the lease must not
be less than 1% times the term of the
promissory note, or in the case of a
grant, a period of not less than 10 years.

(E) A life estate, with the right of
present pessession, control, and
beneficial use of the property.

(F) Grazing permits or land
assignments, Crazing permits or land
assignments may be accepted as
evidence of ownership only for
nonsecured loans or grants made to
Indians living on a reservation, when
historically the permits have been used
by the Tribe and have had the
comparable effect of a life estate..

(ii) The following items may be
accepted as evidence of ownership:

(A) Any instrument whether or not
recorded, which is commonly
considered evidence of ownership.

(B) Evidence that the applicant is
listed as the owner of the property by
the local taxing authority and that real
estate taxes for the property are paid by
the applicant.

(C) Affidavits by others in the
community that the applicant has

occupied the property as the apparent
owner for a period of not less than 10

.years, and is generally believed to be

the owner.

(4) Income. The applicant must have
an adjusted income less than that
needed by a typical applicant in the
area to repay a Section 502 loan with
interest credit, but not exceeding $11,500
or the amount set forth as very low
income in Exhibit C to Part 1944,
Subpart A of this chapter, whichever is
lower.

(i) Income excluded. The following
income will not be included in
determining annual adjusted income
although it will be included for
documenting and determining

repayment ability:

(A) Income received by a full-time
student (who is not the applicant or co-
applicant) from employment, from GI
Bill benefits, fellowships, scholarships,
or assistantships for schooling.

(B) Cash value of food stamps, real
estate tax exemptions, or similar types
of assistance.

(C) Payment received for the care of
foster children or foster adults.

(D) Payments received for services
rendered as a volunteer on a project
sponsored by any of the following
programs:

(7) Retired Senior Volunteer Program.

(2) Foster Grandparent and Older
American Community Service Programs
(as either a foster grandparent, senior
health aide or senior companion).

(3) National Volunteer Programs to
Assist Small Business and Promote
Volunteer Service by Persons with
Business Experience.

(4) Peace Corps, VISTA, or any other
volunteer program sponsored by
ACTION.

(E) Allowances, such as training and
travel expenses, paid by the Department
of Labor to CETA participants. (Wages
paid by the employers of CETA workers
will be included.)

(F) Any payments received by “live-
in" aides for members of a senior citizen
or handicapped applicant's household,
paid by State or Federal programs which
specifically exclude the cost of shelter
from the amount received.

(ii) Deductions. The following
deductions are allowed in determining
the applicant's annual adjusted income:

(A) A deduction may be made in the
same manner as outlined in Internal
Revenue Service (IRS) regulations for
the exhaustion, wear and tear, and
obsolescernce of depreciable property
used in the applicant's trade, business.

or farming operation. The applicant
must provide an itemized schedule
showing the depreciation claimed. The
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schedule should be consistent with the
amount of depreciation actually claimed
for these items for Federal income tax
purposes.

(B) A deduction may be made in the
same manner as outlined in IRS
regulations for necessary work-related
expenses actually paid by the employee
in excess of the amount reimbursed by
the employer. The deduction must be
reasonable and, in the judgment of the
approving official, should be deducted
from an employee's income to reflect
annual income on an equal basis with
other employed persons. Deductions,
however, are not permitted for the
following:

(7) Transportation to and from work.

(2) Cost of meals incurred on one-day
business trips,

(3) Educational expenses except those
incurred to meet the minimum
requirements for the employee’s present
position.

(4) Fines and penalties for violation of
laws.

(C) A maximum aggregate deduction
of $400 per month may be made for child
care or disabled dependent care which
is necessary to enable the applicant to
be gainfully employed. The deduction
will be based only on monies actually
paid for care services. Payments for
these services may not be made to
persons whom the applicant is entitled
to claim as dependents for income tax
purposes, Full justification for the
deduction must be recorded in detail in
the applicant’s loan docket.

(D) A maximum aggregate deduction
of $400 per month may be made for full-
time nursing home or institutional type
care which cannot be provided in the
home for a member of the household.
This care must be expected to be
required for a period of six months or
more. The deduction will be limited to
expe_nditurea actually paid for these
services.

(5) Credit history/credit worthiness.
The applicant must have a credit history
which indicates a reasonable ability and
willingness to meet obligations as they
become due, When making Section 504
loans, credit worthiness will be
established in accordance with
§ 1910.5(c) of this chapter, except
general credit requirements for Section
504 assistance will be less stringent than
'lhose for Section 502 loans. Very low-
income applicants often have higher
short-term debt loads in relation to
income than persons with higher
incomes. A court judgment against the
applicant, in and of itself, will not be a
deterrent to making a loan but will be
considered the same as any other debt.
If, in the opinion of the County
Supervisor, a court judgment is likely to

be executed upon soon after the Section
504 repairs are made, the applicant may
be refused assistance based on credit
record.

(8) Other resources. The applicant
must be unable to obtain the needed
credit from other sources including a
Section 502 Rural Housing loan, or be
able to have the safety and health
hazards removed by using grants from
other sources. There is no net worth
limitation when making Section 504
loans and grants except when the net
worth reflects the availability of
sufficient resources to make the repairs
without Section 504 assistance.

(7) Personal resources. The applicant
must be unable to remove the safety or
health hazards by utilizing personal
resoiirces such as:

(i) Cash and other assets such as
stocks, bonds, certificates of deposit,
etc. Small cash reserves not to exceed
$2,500 will be permitted as a buffer for
emergency situations.

(ii) Real estate assets, other than
dwelling and minimum dwelling site.
Exceptions may be granted by the State
Director when those assets provide a
major source of income essential to pay
basic living expenses.

(8) Repayment ability. The applicant
must have sufficient income to repay the
Section 504 loan. An applicant whose
income is not sufficient to fully meet the
loan payments may obtain as a co-
signer(s) a person(s) with dependably
available income which will be
sufficient to repay the loan. The co-
signer must be an individual but may
not be a member of the applicant's
household. Form FmHA 431-3, “Family
Budget,” will be prepared for Section
504 applicants to the extent necessary to
determine repayment ability, and where
it appears the applicant needs credit
counseling. In all cases involving a
Section 504 grant, Form FmHA 431-3
will be completed before approval to
determine repayment ability, and as a
basis for determining how much, if any,
of the assistance can be repaid as a
loan. The budget must evidence the
applicant's inability to repay that part of
the assistance to be received as a grant.

(b) Combination Section 504 loan and
grant, In addition to the requirements of
paragraph (a) of this section, to be
eligible for a combination Section 504
loan and grant the applicant or co-
applicant must meet the following
requirements:

(1) Be 62 years of age or older, and

(2) Have an annual income so low that
only part of the total cost of the needed
repairs or improvements can be repaid
as a Section 504 loan amortized over the
maximum number of years.

(c) Section 504 grant only. In addition
to the requirements of paragraphs (a)
and (b) of this section, to be eligible for
a grant only, the applicant must:

(1) Be 62 years of age or older, and

(2) Have an annual income so low that
no part of the total assistance needed
can be repaid as a loan.

§§ 1944.459-1944.460 [Reserved)

§1944.461 Security.

(a) Real estate mortgage. A Section
504 loan which totals $2,500 or more will
be secured by a mortgage on the
borrower’s property being improved
with the loan or, in the case of
possessory rights on an Indian
reservation or State-owned land,
adequate security in the form of
mortgage insurance will be obtained
according to § 1944.18(b)(2) of this
chapter. The total of all debts secured
by the property may not exceed the
value of the security property.

(1) Undivided ownership interest.
Security on an undivided ownership
interest may exclude mortgaging the co-
owners' interests when:

(i) One or more of the co-owners are
not legally competent, cannot be
located, or the ownership rights are
divided among such a large number of
co-owners that it is not practical for all
interests to be mortgaged.

(ii) The interests excluded do not
represent more than 50 percent of all
ownership interests.

(iii) All legally competent co-owners
using or occupying the dwelling sign the
mortgage.

(iv) Co-owners are required to sign the
note when necessary to make a sound
loan or to obtain adequate security.

(v) The loan does not exceed the
percentage of market value of the
property represented by the interests of
the owners who sign the mortgage.

(2) Life estates. Security on a life
estate ownership interest may exclude
mortgaging the remaindermen’s interests
when:

(i) One or more of the remaindermen
are not legally competent, cannot be
located, or the remainder rights are
divided among such a large number of
remaindermen that it is not practical to
obtain the signatures of all
remaindermen.

(ii) The interests excluded do not
represent more than 50 percent of all
remainder interests.

(iii) All legally competent
remaindermen using or occupying the
dwelling sign the mortgage.

(iv) Remaindermen are required to
sign the note when necessary to make a
sound loan.
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(v) The loan does not exceed the
percentage of market value of the
property represented by the interests of
the remaindermen who sign the
mortgage.

(38) Mobile homes. State Directors will,
after obtaining the assistance of the
Regional Attorney, issue a State
Supplement outlining the procedure
necessary to obtain adequate security
when making a loan of more than $2,500
on a property which includes a mobile
home or a manufactured home.

(b) Promissory note. Normally a loan
of less than $2,500 will be a note-only
loan. A loan of less than $2,500 will be
secured by real estate if the County
Supervisor determines security is
essential to assure repayment of the
loan.

(c) Grant agreement, (1) Each person
receiving a grant will be required to sign
a grant agreement (see Exhibit A of this
subpart) which states that the grantee
will not sell the property which has been
repaired or improved with FmHA grant
funds, for a period of three years. The
agreement will provide that, if the
property is sold by the grantee or the
grantee's heirs or estate before the end
of the three-year period, the full amount
of the grant will be repaid to the
Government,

(2) Each County Supervisor will take
steps, to the extent possible and
practical, to protect the Government’s
interest and promote FmHA's recovery
of grant funds in the event the property
is sold before the expiration of the three-
year period referred to in paragraph
(c)(1) of this section.

§ 1944.462 Rates and terms.

(a) The interest rate for all Section 504
loans is one (1) percent per annum.

(b) The term of each loan will be
established after determining the
amount of the loan and the borrower's
repayment ability and by using
amortization tables. The maximum term
will not exceed 20 years. Loans made in
combination with a grant will always be
amortized for 20 years in order to
maximize the affordable loan amount
and minimize the amount necessary as a
grant,

§ 1944.463 Technical services.

(a) Planning and performing
development work, Estimates of costs or
contract prices prepared by builders or
repairmen will be based on the list of
essential repairs prepared by the County
Supervisor at the time of the initial and
any subsequent visit. Each docket for
borrower-method construction will
contain written cost estimates, showing
specifications of materials and complete
cost breakdown for materials and labor

for each item of development. Exhibit B
of this Subpart or any similar
businesslike format will be used for
submission of bids or written cost
estimates. Dockets prepared for
construction by contract will contain
Form FmHA 424-8, “Construction
Contract,” and Form FmHA 424-2,
“Description of Materials.” Form FmHA
424-19, “Builder's Warranty," will be
required only when the work to be
completed involves new construction
such as a room addition. Bids or
additional cost estimates may be
required at the discretion of the County
Supervisor.

(1) Specifications of materials should
include details such as quantity, quality,
sizes, grades, styles, model numbers,
etc., as appropriate, Each item must be
specific enough to clearly identify the
work and material to be furnished. No
Section 504 loan or grant will be
approved until this requirement is
satisfied.

(2) Contractors, builders and
repairmen must be competent to perform
the specified development work. If the
County Supervisor is unfamiliar with the
work of the selected contractor/
repairman, the contractor will provide a
list of names and addresses for recently
completed development work. The
County Supervisor will then contact the
referenced homeowners regarding their
satisfaction with the job, and whenever
possible, the County Supervisor will
make an on-site inspection of the work.

(b) Development plans. Form FmHA
424-1, “Development Plan,” will be
prepared by the County Supervisor
according to § 1924.5(b) of this chapter.

(c) Inspections. In addition to the
initial inspection, inspections of work in
place will be made as follows:

(1) On new construction such as room
additions, inspections will be made in
full compliance with the provisions of
§ 1924.9 of this chapter.

(2) A final inspection will be made
before issuing any payment on
individual major items of development.

(3) A final inspection will be made on
all Section 504 loan and grant
development work before payment in

(4) All inspections of work in place
will be recorded on Form FmHA 424-12,
“Inspection Report”,

(d) Appraisal. An appraisal of the real
estate or leasehold interest is required if
the County Supervisor or loan approval
official is uncertain of the adequacy of
the security for the loan. If an appraisal
is not made, the County Supervisor will
document the estimated market value of
the property in the case file.

(e) Title requirements. Loans made
under this Subpart secured with a real

estate mortgage need not meet the title
requirements of Part 1807 of this chapter
(FmHA Instruction 427.1). Section 504
applicants should not be burdened with
expensive lien search and other loan
closing costs, however, the County
Supervisor will use all practical means
to verify that title and lien information
furnished by the applicant is complete
and accurate. In most cases, this can be
accomplished by a personal search of
courthouse records by the County
Supervisor. Cases disclosing complex
title problems may be referred to a
designated attorney if necessary to
assure FmHA's security position.

§ 1944.464 Insurance requirements.

(a) National flood insurance, All
actions under this subpart are
considered nonsubstantial
improvements under the National Flood
Insurance Program, and therefore flood
insurance is not required.

(b) Real property insurance. Each
Section 504 applicant will be counseled
and encouraged to have adequate
hazard insurance, and flood insurance if
available, even though insurance
coverage is not required for an
unsecured loan.

§5§1944.465-1944.466 [Reserved]

§ 1944.467 Processing applications.

(a) Application form. Application for
Section 504 loans and grants will be
made on Form FmHA 4104,
“Application for Rural Housing Loans
(Non-Farm Tract)."”

(b) Family budget form. (1) Form
FmHA 431-3, “Family Budget,” will be
prepared for each grant recipient.
Family budgets will also be prepared for
each loan applicant when:

(i) Form FmHA 4104 does not provide
sufficient information to determine the
applicant’s repayment ability.

(ii) The applicant needs credit
counseling.

{2) The budget will consider and
account for items such as:

(i) Non-cash benefits (food stamps,
scholarships, free clothing, meals on
wheels, free transportation, etc.) which
help reduce the applicant's budgeted
expenses. Receipt of benefits will be
properly documented, and the
appropriate budgeted expenses will be
reduced to reflect these benefits.

(ii) Income from sources not used to
determine adjusted income such as
earnings from employment of minors or
from a full-time student, who is neither
the applicant nor spouse, foster care
payments, or any similar income. These
sources of income will be considered to
the extent that they are used to offset
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budgeted expenses even though not
included in “annual income."”

(c) Credit investigation. From FmHA
410-8 “Applicant Reference Letter,” will
be used for all applicants when it is
believed by the County Supervisor that
sufficient information can be obtained
by use of Form FmHA 410-8 to establish
the applicant's credit history and credit
worthiness, Credit reports may be
ordered at the discretion of the County
Supervisor for loan applicants. Credit
reports will not be ordered in
connection with the processing of
Section 504 grants.

(d) Verification of income. Income
from employment will be verified by use
of Form FmHA 410-5, “Request for
Verification of Employment.” Income
from Social Security (SS), Supplemental
Security Income (SSI), welfare, pension
and other similar sources will be
verified by the most convenient method
for reasonable accuracy.

(e) Cost estimates. Written cost
estimates will be required as outlined in
§ 1944.463 for all work to be performed.
If, in the judgment of the County
Supervisor the cost estimate is not
competitive, additional cost estimates
will be obtained. All cost estimates will
be prepared and submitted according to
§ 1944.463(a)

(f) Use of packagers. Non-profit
groups, churches, civic organizations,
Community Action Programs (CAP) or
other special interest organizations may
be interested in packaging Section 504
loan and grant applications. Each
County Supervisor should actively seek
the assistance of these organizations
and provide adeqguate orientation,
including information on the provisions
of the Equal Credit Opportunity Act
regarding receipt of applications, so that
their personnel will be able to submit an
accurate and complete package and be
able to carry out the objectives and
intent of the Section 504 program.

(g) County Supervisor’s responsibility.
For all applications, including those
packaged by approved organizations,
the County Supervisor must:

(1) Visit the applicant’s home before
loan or grant approval to indentify the
existing hazards and determine what
repairs are essential to remove health or
safety hazards. This initial site visit will
be documented in the running case
record together with the identification of
the hazards and a list of the essential
repairs.

(2) Make the final inspection of the
work in place,

(3) Assure that a/l monies are
disbursed according to Subpart A of

:’;}n 1902 of this chapter and § 1944.469

(h) Determination of eligibility. The
County Supervisor will determine
eligibility for all Section 504 loan and
grant applications based on the criteria
outlined in § 1944.458.

(i) Notification. Notification of
eligibilty will be given all applicants
according to § 1910.6 of this chapter.

(1) Applicants denied the requested
assistance will be provided the right to
appeal according to Subpart B of Part
1900 of this chapter.

(2) The statement required by the
Equal Credit Opportunity Act (see
§ 1910.6 (b) of this chapter) will be
included in all notifications of adverse
actions.

§ 1944.468 Loan or grant approval.

(a) A Section 504 loan or grant may be
approved according to the authorization
of Subpart A of Part 1901 of this chapter.

(b) The loan/grant approving official
is responsible for reviewing the docket
to determine that the proposed loan or
grant complies with established policies
and all pertinent regulations and that
funds are available.

(c) When a loan is approved, the
approval official will forward the
following forms to the Finance Office:

(1) Form FmHA 1940-1, "Request for
Obligation of Funds."”

(2) Form FmHA 444-2, "Single Family
Housing Fund Analysis."”

(d) When a grant only is approved
only Form FmHA 1940-1 will be
forwarded to the Finance Office.

§ 1944.469 Loan and/or grant closing.

Each Section 504 loan and grant will
be closed by the County Supervisor or
other delegated closing official.

(a) Effective date of loan or grant
closing. A loan secured by a real estate
mortgage is closed when the mortgage is
filed for record. In other cases, the loan
and/or grant is considered closed when
the borrower/grantee executes the note
and any other required instrument
(including the grant agreement by
grantee).

(b) Promissory note. Form FmHA 440-
16, "Promissory Note,” will be used for
each loan made under this Subpart. The
note will be prepared and signed
according to Part 1807 of this chapter
(FmHA Instruction 427.1) and
§ 1944.458(a)(8) concerning co-signers.
Each promissory note will be prepared
for monthly payment.

(c) Grant agreement. A grant
agreement will be executed for each
grant made under this Subpart. Exhibit
A of this Subpart will be used as the
format for preparation and execution of
the grant agreement. It will be prepared
in the original and one copy. The
original signed document will be

retained in position 2 of the County
Office case file, and a copy provided to
the grantee.

(d) Morigage. Form FmHA 427-1,
“Real Estate Mortgage for (State),” will
be used for each loan to be secured by a
real estate mortgage. Each change made
in the text by deletion, substitution or
addition (excluding filling in the blanks)
will be initialed in the margin by each
person signing the mortgage and by the
FmHA official making the change.
Mortgages for loans on leasehold
interests will be taken according to
§ 1944.18(a)(5) and § 1844.15(a)(5)(iv)
and (v) of this chapter. Form FmHA 440-
43, “Notice of Right to Rescind,” on 504
loans secured by a real estate morgage
will be given at closing to all entitled
individuals according to § 1901.401(d)(3)
of this chapter.

(e) Supervised bank accounts. A
supervised bank account will be
established in accordance with Part
1902, Subpart A of this chapter and will
be used for each Section 504 loan and/
or grant unless the entire proceeds will
be disbursed to a supplier or contractor
at closing. The use of funds from other
sources, which are deposited in a
supervised bank account, will be
accounted for by using columns 5
through 14 of Form FmHA 402-2,
“Statement of Deposits and
Withdrawals.”

(f) Disbursement of funds. The
proceeds of a 504 loan secured by a real
estate mortgage may not be disbursed
until the right to rescind has expired.

(1) Section 504 loan/grant funds may
be disbursed:

(i) Upon completion of all planned
work which has been inspected by the
County Supervisor and accepted by the
borrower/grantee as evidenced by a
completed and executed Form FmHA
424-12, “Inspection Report," showing
100% completion of all work.

(ii) Upon 100% completion of any
major item of development which has
been inspected by the County
Supervisor and accepted by the
borrower/grantee as evidenced by a
completed and executed Form FmHA
424-12 showing 100% completion of a
major individual item of development.

(iii) Upon presentation of an invoice
from a seller to pay for materials,
equipment, or labor according to
§ 1924.8(b)(3) of this chapter.

(2) Funds deposited in supervised
bank accounts will be disbursed in the
following order of priority:

(i) Applicant contribution;

(ii) Funds from source other than
FmHA;

(iii) FmHA Section 504 loan funds; and

(iv) FmHA Section 504 grant funds.
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(g) Unused funds. Unused Section 504
funds will be handled as follows:

(1) Development work completed.
When all planned development has
been satisfactorily completed, unused
funds may be:

{i) Used to remove additional health
and/or safety hazards if:

{A) The hazard is properly identified
and documented by the County
Supervisor, and

(B) The Development Plan is revised
and updated to reflect the additional
item(s) of development, and costs of
labor and materials.

(ii) Returned to FmHA:

(A) Any funds returned shall first be
applied to reducing a grant. When
returning grant funds to the Finance
Office, the collecting office will enter
payment code 21 (other) on Form FmHA
451-2, “Schedule of Remittances," with
a brief explanation (“Recovery of
Section 504 Housing Repairs Grants"')
and forward with check to the Finan
Office. v

(B) If no grant was made or the
amount of any grant has already been
returned, then remaining funds shall be
returned to the Finance Office and
applied to the borrower’s loan account
as a refund. ,

(iii) Used to pay contractor when
borrower or grantee dies before money
is disbursed, under the following
conditions:

{A) Loans. Loan funds will always be
returned to the Finance Office and
applied to the borrower’s account
unless:

(1) Borrower executed Form FmHA
424-12, and

(2) Borrower signed the final check
from the supervised bank account to the
contractor, or

(3) In the case of loans secured by a
real estate mortgage, the State Director
may withdraw funds to pay
commitments for goods delivered or
services performed, according to
§ 1902.15(d)(1)(iii) of this chapter.

(B) Grants. Grant funds will be
returned to the Finance Office unless:

(2) There is substantial evidence that
the grantee has verbally or otherwise
accepted the work as complete and
satisfactory, and

(2) The work was inspected and
determined complete and satisfactory to
the County Supervisor.

(C) Combination loan/grant funds will
be treated separately, according to
paragraph (g)(iii) (A) and (B) of this
section.

(2) Development work not completed.
Funds will be returned to the Finance
Office when: :

(i) It appears likely that the contractor
is unable or unwilling to complete the

planned work and the borrower/grantee
with the assistance of the County
Supervisor has been unsuccessful in
efforts to obtain other contractors, or

(ii) The purpose of the loan or grant
cannot be accomplished due to the
death of the borrower or grantee or
because the borrower or grantee no
longer resides in the dwelling to be
repaired.

§§ 1944,.470-1944.471 [Reserved]

§ 1944.472 Subsequent Section 504 loans
and/or grants.

Subsequent Section 504 leans or
grants may be made for the same
purposes and under the same conditions
and limitations as initial Section 504
:gam and grants including requirements

at:

(a) The total amount of loan or
combination loan and grant assistance
(initial and subsequent) to any applicant
may not exceed $7,500.

(b) The total amount of grant (initial
and subsequent) to any applicant may
not exceed $5,000.

(c) The unpaid principal balance at
the time of transfer of a Section 504 loan
will be included as part of the total loan
and/or grant assistance available to the
transferee, according to paragraphs (a)
and (b) of this section.

(d) Subsequent loans will be secured
by a mortgage when the subsequent
loan plus any outstanding loan balance
is $2,500 or more. When a real estate
mortgage is required, each outstanding
promissory note will be described in the

morigage.

§ 1944.473 Improper loans and/or grants,

(a) Servicing action will be taken as
soon as knowledge is obtained that
incorrect information has been provided
by a borrower or grantee or by any
other person, or that an error has been
made by a County Supervisor or any
other FmHA employee. A Section 504
loan or grant will be considered
improper when:

(1) A person has received more than
the statutory maximum loan and/or
grant,

(2) Monies were disbursed for
unauthorized purposes.

(3) A loan or grant was made to an
ineligible applicant.

(b) Improperly advanced loan or grant
funds may be recovered by:

(1) Lump sum payment.

(2) Execution of Form FmHA 451-37,
“Additional Partial Payment
Agreement."

(c) When paragraphs (b) (1) and (2) of
this section are impractical because of
lack of repayment ability, the County
Supervisor will seek the assistance of
the State Office to obtain the advice of

the Regional Attorney as to how to
recover the improperly disbursed funds.
Consideration should be given to:

(1) Securing the debt with the best
mortgage obtainable from the borrower.

(2) Obtaining a mortgage without
personal liability of the grantee (in cases
where grant only is involved). The
mortgage would be due:

(i) Upon sale of the property by
grantee,

(ii) Upon foreclosure by other
creditors,

(iii) When the property is abandoned
or is otherwise vacated by the grantee,
or

(iv) Upon death of the grantee.

(3) Obtaining a judgment of record. If
the borrower or grantee refuses to sign a
mortgage, the Regional Attorney may be
requested to cause a lawsuit to be
commenced against the borrower or
grantee to recover the improperly
disbursed funds. Any judgment entered
in such a lawsuit would be reviewed
periodically to comply with State
statutes. If the borrower or grantee did
not obtain the loan or grant fraudulently,
the judgment will be executed only:

(i) Upon the sale of the property by
the owner,

{ii) Upon foreclosure by other
creditors,

(iii) Upon property settlement in the
event of the owner’s death, or

(iv) Upon abandonment of the
property by the borrower or grantee.

§§ 1944.474-1944.500 [Reserved]

Agreement—Section 504 Grant
1 (we) the undersigned, hereby agree not to
sell the property located at being

repaired with grant funds provided by the
Farmers Home Administration for a period of
three years from the date of this agreement.
Should I {we) sell the above-described
property within three years, I (we) agree to
repay to the Farmers Home Administration,
at the time of the sale, the foll amount of the
grant, which is $——. I further agree that if
within three years from the date of this
agreement the property is sold by either my
estate or my heirs, the person or estate selling
the property will repay the grant to FmHA.
(Grantee)
(Grantee)

{Date)

(Representative, Farmers Home
Administration)
(Date)

Cost Estimate or Bid

(Home owner)
(Address)
{Contract or bidder)
{Address)
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Davatop- Whrterial Material Labor
ment spociication (dollars) (dollars)
Subto- s $

tae
Totals. s $
Date:

(Contractor Bidder/Signature)

(42 U.S.C, 1480; 7 CFR 2.23; 7 CFR 2.70)
Dated: June 4, 1982.

Ruth A, Reister,

Acting Under Secretary for Small Community

and Rural Development, Farmers Home

Administration.

[FR Doc. 82-26159 Filed 8-13-82; 8:45 am)

BILLING CODE 3410-07-M

CONSUMER PRODUCT SAFETY
COMMISSION

16 CFR Part 1700

Human Prescription Drugs in Oral
Deosage Forms; Exemption of
Prednisone Tablets From Child-
Protection Packaging Requirements

AGENCY: Consumer Product Safety
Commission.

AcTiON: Final rule,

SumMARY: The Commission exempts
prednisone in tablet form when
dispensed in packages containing no
more than 105 milligrams of that drug
from requirements for child-protection
packaging, Information available to the
Commission indicates that child-
protection packaging is not required to
protect children who may ingest the
drug in quantities of 105 milligrams or
less because of the low toxicity of
prednisone and the lack of adverse
Suman experience associated with that
rug,
DATE: The exemption is effective
September 14, 1982.
FOR FURTHER INFORMATION CONTACT:
Charles Jacobson, Directorate for
Compliance and Administrative
Litigation, Consumer Product Safety
Commission, Washington, D.C. 20207.
Telephone; (301) 492-6400.
SUPPLEMENTARY INFORMATION:
Regulations issued under provisions of
the Poison Prevention Packaging Act
(PPPA, 15 U.S.C. 1471 ef seq.) require the
use of child-resistant packaging for
Prescription drugs intended for oral
administration (16 CFR 1700.14(a)(10)).
On May 29, 1981, the Commission
received a petition (PP 81-1) from
Mayrand Pharmaceuticals, Inc.,
Greensboro, North Carolina, requesting
an exemption from child-resistant
packaging requirements for a product
manufactured by that firm containing

prednisone. That product is the
Sterapred Uni Pak, which consists of a
polystyrene package containing 21
individually packaged 5 mg prednisone
tablets. Prednisone is a steroid used for
its potent anti-inflammatory effects in
disorders of many organ systems.

The petition alleged that an
exemption for prednisone in tablet form
when dispensed in amounts of 105 mg or
less is justified because of the low
toxicity of the drug, and because of the
lack of adverse human experience data
associated with accidental ingestions of
this drug. The petition stated oral LD 50
values are not presently available for
prednisone. The petition also stated that
on the basis of well-established
comparative pharmacologic activity, 105
mg of prednisone is the equivalent of 84
mg of methylprednisolone. The
Commission has issued an exemption
from special packaging requirements for
packages containing not more than 84
mg of methylprednisolone (16 CFR
1700.14(a){10)(xiv}).

Proposed Exemption

In the Federal Register of March 10,
1082 (47 FR 10235), the Commission
proposed an amendment to 16 CFR
1700.14(a)(10) to exempt prednisone in
tablet form dispensed in packages
containing no more than 105 mg
prednisone from requirements for child-
resistant packaging. The Commission
proposed this amendment because of
the low toxicity of prednisone; the lack
of adverse human experience associated
with that drug; and recommendations
from the Technical Advisory Committee
on the Poison Prevention Packaging Act
and the Food and Drug Administration.

In the notice of March 10, 1982, the
Commission published a detailed
explanation of the reasons for proposing
the exemption. The following reasons
were given in support of the proposal.

1. Low toxicity of prednisone. The
Commission finds that glucocorticoids,
such as prednisone, are virtually
nontoxic even in very large acute
dosages. The toxic effects of those drugs
are entirely associated with long-term
therapy. It is almost impossible to
administer sufficient drug to test
animals to arrive at an LD 50 dose and
thus such values are not generaily
reported in the literature. However,
predunisolone, a synthetic glucocorticoid
which is pharmacologically equivalent
to prednisone, failed to produce any
deaths in mice when given in oral doses
of up to 5§ gm./kg. Methylporednisolone,
a synthetic glucocorticoid already
exempted from special packaging
requirements when dispensed in
amounts of 84 mg. or less, was found to
produce no deaths in rats when

administered orally in doses of up to 12
gm./kg. Based on available
pharmacological and toxicological data,
the Commission believes that one could
reasonably predict that the LD 50 for
prednisone would be equivalent to its *
pharmacologic twin, prednisolone (i.e.,
greater than 5 gm./kg.}). LD 50 values-of
this magnitude generally indicate
negligible to slight acute toxicity.

2. Lack of adverse human experience.
A review of data from the National
Clearinghouse for Poison Control
Centers (NCPCC) for the three-year
period 1877-1979 indicates a total of 328
ingestions of oral glucocorticoid anti-
inflammatory drugs by children under
five (dosage form not specified).
Fourteen of these were reported as
exhibiting symptomatology such as
nausea, vomiting, and lethargy. One
case resulted in hospitalization;
however, the individual was
asymptomatic and was presumably held
only for observation. Represented
among this total number of ingestions
are 124 involving prednisone. Five of
these prednisone ingestions exhibited
symptomatology similar to that
described above; no child was reported
hospitalized.

The Commission's Poison Control
Center Contract Data Bases for 1976 and
1977 were also reviewed for ingestion
data. Sixteen ingestions involving this
class of drugs were reported in 1976; one
involved symptoms such as nausea,
vomiting and lethargy. There were no
hospitalizations. Eleven of 16 cases
were associated with prednisone, A
total of B cases were reported in 1977
(one with symptoms; no hospitalization).
Two of these 8 cases were associated
with prednisone.

Information available from the
National Electronic Injury Surveillance
System shows that five incidents
involving children under five years of
age ingesting steroid based anti-
inflammatory drugs were reported. Two
involved predniso