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Subpart A—Planning and Per-
forming Construction and
Other Development

SOURCE: 52 FR 8002, Mar. 13, 1987, unless
otherwise noted.

§1924.1 Purpose.

This subpart prescribes the basic
Agency policies, methods, and respon-
sibilities in the planning and per-
forming of construction and other de-
velopment work for insured Rural
Housing (RH), single unit Labor Hous-
ing (LH). It also provides supplemental
requirements for Rural Rental Housing
(RRH) loans, Rural Cooperative Hous-
ing (RCH) loans, multi-unit (LH) loans
and grants, and Rural Housing Site
(RHS) loans. This subpart is inappli-
cable to Farm Service Agency, Farm
Loan Programs.

[63 FR 35679, Sept. 14, 1988, as amended at 72
FR 64122, Nov. 15, 2007]

§1924.2 [Reserved]

§1924.3 Authorities and responsibil-
ities.

The County Supervisor and District
Director are authorized to redelegate,
in writing, any authority delegated to
them in this subpart to the Assistant
County Supervisor and Assistant Dis-
trict Director, respectively, when de-
termined to be qualified. Agency Con-
struction Inspectors, District Loan As-
sistants, and County Office Assistants
are authorized to perform duties under
this subpart as authorized in their job
descriptions.

§1924.4 Definitions.

(a) Construction. Such work as erect-
ing, repairing, remodeling, relocating,
adding to or salvaging any building or
structure, and the installation or re-

§1924.4

pair of, or addition to, heating and
electrical systems, water systems, sew-
age disposal systems, walks, steps,
driveways, and landscaping.

(b) Contract documents. The borrower-
contractor agreement, the conditions
of the contract (general, supple-
mentary, and other), the drawings,
specifications, warranty information,
all addenda issued before executing the
contract, all approved modifications
thereto, and any other items stipulated
as being included in the contract docu-
ments.

(c) Contractor. The individual or orga-
nization with whom the borrower en-
ters into a contract for construction or
land development, or both.

(d) County Supervisor and District Di-
rector. In Alaska, for the purpose of
this subpart, ‘“‘County Supervisor’ and
“District Director’ also mean ‘‘Assist-
ant Area Loan Specialist’” and ‘‘Area
Loan Specialist,” respectively. The
terms also include other qualified staff
who may be delegated responsibilities
under this subpart in accordance with
the provisions of subpart F of part 2006
(available in any Agency office).

(e) Date of commencement of work. The
date established in a ‘‘Notice to Pro-
ceed” or, in the absence of such notice,
the date of the contract or other date
as may be established in it or by the
parties to it.

(f) Date of substantial completion. The
date certified by the Project Architect/
Engineer or County Supervisor when it
is possible, in accordance with any con-
tract documents and applicable State
or local codes and ordinances, and the
Agency approved drawings and speci-
fications, to permit safe and conven-
ient occupancy and/or use of the build-
ings or other development.

(g) Development. Construction and
land development.

(h) Development standards. Any of the
following codes and standards:

(1) A standard adopted by the Agency
for each state in accordance with
§1924.5(d)(1)(A)(E) of this subpart.

(2) Voluntary national model building
codes (model codes). Comprehensive doc-
uments created, referenced or pub-
lished by nationally recognized asso-
ciations of building officials that regu-
late the construction, alteration and
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repair of building, plumbing, mechan-
ical and electrical systems. These
codes are listed in exhibit E of this sub-
part.

(3) Minimum  Property  Standards
(MPS). The Department of Housing and
Urban Development (HUD) Minimum
Property Standards for Housing, Hand-
book 4910.1, 1984 Edition with Changes.
(For One and Two Family Dwellings
and Multi-Family Housing).

(i) Identity of interest. Identity of in-
terest will be construed as existing be-
tween the applicant (the party of the
first part) and general contractors, ar-
chitects, engineers, attorneys, sub-
contractors, material suppliers, or
equipment lessors (parties of the sec-
ond part) under any of the following
conditions:

(1) When there is any financial inter-
est of the party of the first part in the
party of the second part. The providing
of normal professional services by ar-
chitects, engineers, attorneys or ac-
countants with a client-professional re-
lationship shall not constitute an iden-
tity of interest.

(2) When one or more of the officers,
directors, stockholders or partners of
the party of the first part is also an of-
ficer, director, stockholder, or partner
of the party of the second part.

(3) When any officer, director, stock-
holder or partner of the party of the
first part has any financial interest
whatsoever in the party of the second
part.

(4) Between the spouse, significant
other, relatives, and step-relatives of
the principal owners of the party of the
first part and its management, such as
Grandmother, Aunt, Daughter, Grand-
daughter, Grandfather, Uncle, Son,
Grandson, Mother, Sister, Niece, Cous-
in, Father, Brother, Nephew;

(56) When the party of the second part
advances any funds to the party of the
first part.

(6) When the party of the second part
provides and pays on behalf of the
party of the first part the cost of any
legal services, architectural services or
engineering services other than those
of a surveyor, general superintendent,
or engineer employed by a general con-
tractor in connection with obligations
under the construction contract.
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(7) When the party of the second part
takes stock or any interest in the
party of the first part as part of the
consideration to be paid them.

(8) When there exist or come into
being any side deals, agreements, con-
tracts or undertakings entered into
thereby altering, amending, or cancel-
ling any of the required closing docu-
ments except as approved by the Agen-
cy.

(9) An identity of interest will also
exist when another party can signifi-
cantly influence the management or
operating policies of the transacting
parties or if it has an ownership inter-
est in one of the transacting parties
and can significantly influence the
other to an extent that one or more of
the transacting parties might be pre-
vented from fully pursuing its own sep-
arate interests.

(j) Land development. Includes items
such as terracing, clearing, leveling,
fencing, drainage and irrigation sys-
tems, ponds, forestation, permanent
pastures, perennial hay crops, basic
soil amendments, pollution abatement
and control measures, and other items
of land improvement which conserve or
permanently enhance productivity.
Also, land development for structures
includes the applicable items above,
and items such as rough and finish
grading, retaining walls, water supply
and waste disposal facilities, streets,

curbs and gutters, sidewalks,
entrancewalks, driveways, parking
areas, landscaping and other related
structures.

(k) Manufactured housing. Housing,
constructed of one or more factory-
built sections, which includes the
plumbing, heating and electrical sys-
tems contained therein, which is built
to comply with the Federal Manufac-
tured Home Construction and Safety
Standards (FMHCSS), and which is de-
signed to be used with or without a
permanent foundation. Specific re-
quirements for manufactured homes
sites, rental projects and subdivisions
are in exhibit J of this subpart.

(1) Mechanic’s and materialmen’s liens.
A lien on real property in favor of per-
sons supplying labor and/or materials
for the construction for the value of
labor and/or materials supplied by
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them. In some jurisdictions, a mechan-
ic’s lien also exists for the value of pro-
fessional services.

(m) Modular/panelized housing. Hous-
ing, constructed of one or more fac-
tory-built sections, which, when com-
pleted, meets or exceeds the require-
ments of one or more of the recognized
development standards for site-built
housing, and which is designed to be
permanently connected to a site-built
foundation.

(n) Project representative. The archi-
tect’s or owner’s representative at the
construction site who assists in the ad-
ministration of the construction con-
tract. When required by the Agency, a
full-time project representative shall
be employed.

(0) Technical services. Applicants are
responsible for obtaining the services
necessary to plan projects including
analysis of project design require-
ments, creation and development of the
project design, preparation of draw-
ings, specifications and bidding re-
quirements, and general administra-
tion of the construction contract.

(1) Architectural services. The serv-
ices of a professionally qualified person
or organization, duly licensed and
qualified in accordance with state law
to perform architectural services.

(2) Engineering services. The services
of a professionally qualified person or
organization, duly licensed and quali-
fied in accordance with State law to
perform engineering services.

(p) Warranty. A legally enforceable
assurance provided by the builder (war-
rantor) to the owner and the Agency
indicating that the work done and ma-
terials supplied conform to those speci-
fied in the contract documents and ap-
plicable regulations. For the period of
the warranty, the warrantor agrees to
repair defective workmanship and re-
pair or replace any defective materials
at the expense of the warrantor.

[62 FR 8002, Mar. 13, 1987, as amended at 59
FR 6882, Feb. 14, 1994]

§1924.5 Planning development work.

(a) Extent of development. For an FO
loan, the plans for development will in-
clude the items necessary to put the
farm in a livable and operable condi-
tion consistent with the planned farm
and home operations. For other types

§1924.5

of loans, the plans will include those
items essential to achieve the objec-
tives of the loan or grant as specified
in the applicable regulation.

(b) Funds for development work. The
total cash cost of all planned develop-
ment will be shown on Form RD 1924-
1, “Development Plan,” except Form
RD 1924-1 may be omitted when: (1) All
development is to be done by the con-
tract method, (2) adequate cost esti-
mates are included in the docket, and
(3) the work, including all landscaping,
repairs, and site development work, is
completely described on the drawings,
in the specifications, or in the contract
documents. Sufficient funds to pay for
the total cash cost of all planned devel-
opment must be provided at or before
loan closing. Funds to be provided may
include loan proceeds, any cash to be
furnished by the borrower, proceeds
from cost sharing programs such as Ag-
ricultural Stabilization and Conserva-
tion Service (ASCS) and Great Plains
programs or proceeds from the sale of
property in accordance with paragraph
(g) of this section.

(c) Scheduling of development work. (1)
All construction work included in the
development plan for RH loans will be
scheduled for completion as quickly as
practicable and no later than 9 months
from the date of loan closing, except
for mutual self-help housing where
work may be scheduled for completion
within a period of 15 months.

(2) Development for farm program
loans will be scheduled for completion
as quickly as practicable and no later
than 15 months from the date of loan
closing unless more time is needed to
establish land developnent practices in
the area.

(d) Construction. (1) All new buildings
to be constructed and all alterations
and repairs to buildings will be planned
to conform with good construction
practices. The Agency Manual of Ac-
ceptable Practices (MAP) Vol. 4930.1
(available in any Agency office), pro-
vides suggestions and illustrative clari-
fications of design and construction
methods which are generally satisfac-
tory in most areas. All improvements
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to the property will conform to appli-
cable laws, ordinances, codes, and regu-
lations related to the safety and sani-
tation of buildings; standards ref-
erenced in Appendices C through F of
HUD Handbook 4910.1, Minimum Prop-
erty Standards for Housing; Thermal
Performance Construction Standards
contained in exhibit D of this subpart
and, when required, to certain other
development standards described
below.

(i) The development standard appli-
cable to a proposal will be selected by
the loan applicant or recipient of an
RH Conditional Commitment in ac-
cordance with the following. The
standard selected must:

(A) Relate to the type(s) of building
proposed.

(B) Meet or exceed any applicable
local or state laws, ordinances, codes
and regulations.

(C) Include all referenced codes and
standards.

(D) Exclude inapplicable administra-
tive requirements.

(E) Be the current edition(s) of either
paragraph (A)Q)E)(E)I) or (2) of this
section:

(I) The development standard, con-
sisting of building, plumbing, mechan-
ical and electrical codes, adopted by
the Agency for use in the state (identi-
fied in a State Supplement to this sec-
tion) in which the development is pro-
posed, in accordance with the fol-
lowing:

(1) The adopted development standard
shall include any building, plumbing,
mechanical or electrical code adopted
by the State, if determined by the
State Director to be based on one of
the model codes listed in exhibit E to
this subpart, or, if not available,

(i1) The adopted development stand-
ard shall include any building, plumb-
ing, mechanical or electrical code
adopted by the state, if determined by
the Administrator to be acceptable, or,
if not available,

(7ii) The adopted development stand-
ard shall include the model building,
plumbing, mechanical or electrical
code listed in exhibit E to this subpart
that is determined by the State Direc-
tor to be most prevalent and appro-
priate for the state.

7 CFR Ch. XVIIlI (1-1-24 Edition)

(2) Any of the model building, plumb-
ing, mechanical and electrical codes
listed in exhibit E to this subpart or
the standards defined in §1924.4(h)(3) of
this subpart.

(ii) Guide 2, ‘“ Rural Development De-
sign Guide,” of this subpart (available
in any Rural Development office), in-
cludes guidelines for the evaluation of
the design features which are not fully
addressed in the development stand-
ards.

(iii) In new housing, all design, mate-
rials and construction will meet or ex-
ceed the applicable development stand-
ard as provided in paragraph (d)(1)(i) of
this section.

(iv) For multi-family residential re-
habilitation, as defined in exhibit K of
this subpart, all substantial rehabilita-
tion work on existing buildings will
meet or exceed the applicable develop-
ment standard. All moderate rehabili-
tation work should comply with Guide
3, “Quality and Performance Criteria
for Moderate Rehabilitation,” of this
subpart (available in any Agency of-
fice).

(v) The design and construction of
housing repairs made with Agency loan
or grant funds will, as near as possible,
comply with the applicable develop-
ment standard.

(vi) Farm LH design and construction
will comply with the following:

(A) Family projects, where the length
of occupancy will be:

(I) Year-round, will meet or exceed
the applicable development standard.

(2) Less than 12 months, but more
than 6 months, will be in substantial
conformance with the applicable devel-
opment standard and constructed to fa-
cilitate conversion to year-round occu-
pancy standards.

(3) Six months or less, may be less
than the applicable development stand-
ard but should be constructed in ac-
cordance with exhibit I of this subpart.

(B) Dormitory and other nonfamily
type projects, where the length of occu-
pancy will be:

(I) More than 6 months, will be in
substantial conformance with the ap-
plicable development standard and will
at least meet or exceed the require-
ments of the Department of Labor, Bu-
reau of Employment Security (29 CFR
1910.140).
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(2) Six months or less, will comply
with §1924.5(d)(1)(vi)(A)(3).

(vii) Farm service buildings should be
designed and constructed for adapta-
tion to the local area. In designing and
locating farm service buildings, consid-
eration will be given to practices rec-
ommended by agriculture colleges, the
Extension Service (ES), Soil Conserva-
tion Service (SCS) and other reliable
sources.

(2) Drawings, specifications, and esti-
mates will fully describe the work.
Technical data, tests, or engineering
evaluations may be required to support
the design of the development. The
“Guide for Drawings and Specifica-
tions,” exhibit C of this subpart, de-
scribes the drawings and specifications
that are to be included in the applica-
tion for building construction, and sub-
part C of part 1924 of this chapter de-
scribes the drawings that should be in-
cluded for development of building
sites. The specific development stand-
ard being used, if required under para-
graph (d)(1) of this section will be iden-
tified on all drawings and specifica-
tions.

(3) Materials acceptance shall be the
same as described in paragraph X of ex-
hibit B to this subpart.

(4) Except as provided in paragraphs
(d)(4)(i) through (iii) of this section,
new building construction and addi-
tions shall be designed and constructed
in accordance with the earthquake
(seismic) requirements of the applica-
ble Agency’s development standard
(building code). The analysis and de-
sign of structural systems and compo-
nents shall be in accordance with appli-
cable requirements of an acceptable
model building code.

(i) Agricultural buildings that are
not intended for human habitation are
exempt from these earthquake (seis-
mic) requirements.

(ii) Single family conventional light
wood frame dwellings of two stories or
35 feet in height maximum shall be de-
signed and constructed in accordance
with the 1992 Council of American
Building Officials (CABO) One and Two
Family Dwelling Code or the latest edi-
tion.

(iii) Single family housing of ma-
sonry design and townhouses of wood
frame construction and additions fi-
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nanced (either directly or through a
guarantee) under title V of the Housing
Act of 1949 are recommended to be de-
signed and constructed in accordance
with the earthquake (seismic) require-
ments of one of the building codes that
provides an equivalent level of safety
to that contained in the latest edition
of the National Earthquake Hazard Re-
duction Program’s (NEHRP) Rec-
ommended Provisions for the Develop-
ment of Seismic Regulations for New
Building (NEHRP Provisions).

(iv) Acknowledgment of compliance
with the applicable seismic safety re-
quirements for new construction will
be contained in the certification of
final plans and specification on the ap-
propriate Agency Form.

(e) Land development. (1) In planning
land development, consideration will
be given to practices, including energy
conservation measures, recommended
by agricultural colleges, ES, SCS or
other reliable sources. All land and
water development will conform to ap-
plicable laws, ordinances, zoning and
other applicable regulations including
those related to soil and water con-
servation and pollution abatement.
The County Supervisor or District Di-
rector also will encourage the appli-
cant to use any cost-sharing and plan-
ning assistance that may be available
through agricultural conservation pro-
grams.

(2) Site and subdivision planning and
development must meet the require-
ments of subpart C of part 1924 of this
chapter.

(3) Plans and descriptive material
will fully describe the work.

(4) The site planning design, develop-
ment, installation and set-up of manu-
factured home sites, rental projects
and subdivisions shall meet the re-
quirements of exhibit J of this subpart
and subpart C of part 1924 of this chap-
ter.

(i) Plans for land leveling, irrigation,
or drainage should include a map of the
area to be improved showing the exist-
ing conditions with respect to soil, to-
pography, elevations, depth of topsoil,
kind of subsoil, and natural drainage,
together with the proposed land devel-
opment.

(ii) When land development consists
of, or includes, the conservation and
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use of water for irrigation or domestic
purposes, the information submitted to
the County Supervisor will include a
statement as to the source of the water
supply, right to the use of the water,
and the adequacy and quality of the
supply.

(f) Responsibilities for planning devel-
opment. Planning construction and land
development and obtaining technical
services in connection with drawings,
specifications and cost estimates are
the sole responsibility of the applicant,
with such assistance from the County
Supervisor or District Director (which-
ever is the appropriate loan processing
and servicing officer for the type of
loan involved), as may be necessary to
be sure that the development is prop-
erly planned in order to protect the
Agency’s security.

(1) Responsibility of the applicant. (1)
The applicant will arrange for obtain-
ing any required technical services
from qualified technicians,
tradespeople, and recognized plan serv-
ices, and the applicant will furnish the
Agency sufficient information to de-
scribe fully the planned development
and the manner in which it will be ac-
complished.

(ii) When items of construction or
land development require drawings and
specifications, they will be sufficiently
complete to avoid any misunder-
standing as to extent, kind, and qual-
ity of work to be performed. The appli-
cant will provide the Agency with one
copy of the drawings and specifica-
tions. Approval will be indicated by the
applicant and acceptance for the pur-
poses of the loan indicated by the
County Supervisor or District Director
on all sheets of the drawings and at the
end of the specifications, and both in-
struments will be a part of the loan
docket. After the loan is closed, the
borrower will retain a conformed copy
of the approved drawings and specifica-
tions, and provide another conformed
copy to the contractor. Items not re-
quiring drawings and specifications
may be described in narrative form.

(iii) The Agency will accept final
drawings and specifications and any
modifications thereof only after the
documents have been certified in writ-
ing as being in conformance with the
applicable development standard if re-
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quired under paragraph (d)(1) of this
section. Certification is required for all
Single Family Housing (SFH) thermal
designs (plans, specifications, and cal-
culations).

(A) Certifications may be accepted
from individuals or organizations who
are trained and experienced in the
compliance, interpretation or enforce-
ment of the applicable development
standards for drawings and specifica-
tions. Plan certifiers may be any of the
following:

(1) Licensed architects,

(2) Professional engineers,

(3) Plan reviewers certified by a na-
tional model code organization listed
in exhibit E to this subpart,

(4) Liocal building officials authorized
to review and approve building plans
and specifications, or

(5) National codes organizations list-
ed in exhibit E to this subpart.

(B) The license or authorization of
the individual must be current at the
time of the certification statement. A
building permit (except as noted in
paragraph (£)(1)(iii)(C)(2) of this sec-
tion) or professional’s stamp is not an
acceptable substitute for the certifi-
cation statement. However, a code
compliance review conducted by one of
the National recognized code organiza-
tions indicating no deficiencies or the
noted deficiencies have been corrected
is an acceptable substitute for the cer-
tification statement.

(C) For Single Family Housing (one
to four family dwelling units) the
Agency may also accept drawings and
specifications that have been certified
by:

(I) Registered Professional Building
Designers certified by the American In-
stitute of Building Design.

(2) A local community, if that com-
munity has adopted, by reference, one
of the model building codes and has
trained official(s) who review(s) plans
as well as inspect(s) construction for
compliance as a requisite for issuing a
building permit. The building permit,
issued by the community, may serve as
evidence of acceptance. The State Di-
rector will determine eligible commu-
nities and publish, as a State supple-
ment to this section, a list of those
communities that qualify.
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(3) A plan service that provides draw-
ings and specifications that are cer-
tified by individuals or organizations
as listed in paragraph (f)(1)(iii)(A) or
(O (1)([ii)(C) (1) and (2) of this section as
meeting the appropriate state adopted
development standard.

(4) Builders/Contractors who provide
10-year warranty plans for the specific
Agency finance dwelling unit that
meet the requirements of exhibit L of
this subpart.

(5) Builders/Contractors that are ap-
proved by the United States Depart-
ment of Housing and Urban Develop-
ment (HUD) for self-certification.

(D) The modifications of certified
drawings or specifications must be cer-
tified by the same individual or organi-
zation that certified the original draw-
ings and specifications. If such indi-
vidual or organization is not available,
the entire set of modified drawings and
specifications must be recertified.

(BE) The certification of modifications
for single family housing (SFH) con-
struction may be waived if the builder
or original author of the drawings and
specifications provides a written state-
ment that the modifications are not
regulated by the applicable develop-
ment standard. The County Supervisor
may consult with the State Office Ar-
chitect/Engineer as to acceptance of
the statement and granting a waiver.

(F) All certifications of final draw-
ings, specifications, and calculations
shall be on Form RD 1924-25, ‘‘Plan
Certification.”

(2) Responsibility of the County Super-
visor or District Director. In accordance
with program regulations for loans and
grants they are required to process, the
County Supervisor or District Director,
for the sole benefit of the Agency, will:

(i) Visit each farm or site on which
the development is proposed. For an
FO loan, the County Supervisor and
the applicant will determine the items
of development necessary to put the
farm in a livable and operable condi-
tion at the outset. Prepare Form RD
1924-1, when applicable in accordance
with the Forms Manual Insert (FMI)
for the form, after a complete under-
standing has been reached between the
applicant and the County Supervisor
regarding the development to be ac-
complished, including the dates each
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item of development will be started
and completed.

(ii) Notify the loan or grant applicant
in writing immediately if, after review-
ing the preliminary proposal and in-
specting the site, the proposal is not
acceptable. If the proposal is accept-
able, an understanding will be reached
with the applicant concerning the
starting date for each item of develop-
ment.

(iii) Discuss with the applicant the
Agency requirements with respect to
good construction and land develop-
ment practices.

(iv) Advise the applicant regarding
drawings, specifications, cost esti-
mates, and other related material
which the applicant must submit to
the Agency forreview before the loan
can be developed. Advise the applicant
of the information necessary in the
drawings, how the cost estimates
should be prepared, the number of sets
of drawings, specifications, and cost es-
timates required, and the necessity for
furnishing such information promptly.
Advise the applicant that the Agency
will provide appropriate specification
forms, Form RD 1924-2, ‘“‘Description of
Materials,” and Form RD 1924-3,
“Service Building Specifications.”” The
applicant may, however, use other
properly prepared specifications.

(v) Advise the applicant regarding
publications, plans, planning aids, en-
gineering data, and other technical ad-
vice and assistance available through
local, state, and Federal agencies, and
private individuals and organizations.

(vi) Review the information furnished
by the applicant to determine the com-
pleteness of the plans, adequacy of the
cost estimates, suitability and sound-
ness of the proposed development.

(vii) When appropriate, offer sugges-
tions as to how drawings and specifica-
tions might be altered to improve the
facility and better serve the needs of
the applicant. The County Supervisor
or District Director may assist the ap-
plicant in making revisions to the
drawings. When appropriate, the con-
tract documents will be forwarded to
the State architect/engineer for review.
For revisions requiring technical deter-
minations that the Agency is not able
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to make, the applicant will be re-
quested to obtain additional technical
assistance.

(viii) Provide the applicant with a
written list of changes required in the
contract documents. The applicant will
submit two complete revised (as re-
quested) sets of contract documents,
for approval. On one set, the County
Supervisor or District Director will in-
dicate acceptance on each sheet of the
drawings, and on the cover of the speci-
fications and all other contract docu-
ments. At least the date and the ini-
tials of the approval official must be
shown. On projects where a consulting
architect or engineer has been re-
tained, this acceptance will be indi-
cated only after the State Director has
given written authorization. The
marked set of documents shall be
available at the job site at all times for
review by the Agency. The second set
will become part of the loan docket.

(ix) Review the proposed method of
doing the work and determine whether
the work can be performed satisfac-
torily under the proposed method.

(x) Instruct the applicant not to
incur any debts prior to loan closing
for materials or labor or make any ex-
penditures for such purposes with the
expectation of being reimbursed from
loan funds.

(xi) Instruct the applicant not to
commence any construction nor cause
any supplies or materials to be deliv-
ered to the construction site prior to
loan closing.

(xii) Under certain conditions pre-
scribed in exhibit H of this subpart,
provide the applicant with a copy of
the leaflet, “Warning—Lead-Based
Paint Hazards,”” which is attachment 1
of exhibit H (available in any Agency
office), and the warning sheet, ‘‘Cau-
tion Note on Lead-Based Paint Haz-
ard,” which is attachment 2 of exhibit
H (available in any Agency office).

(g) Surplus structures and use or sale of
timber, sand, or stone. In planning the
development, the applicant and the
County Supervisor or District Director
should, when practicable, plan to use
salvage from old buildings, timber,
sand, gravel, or stone from the prop-
erty. The borrower may sell surplus
buildings, timber, sand, gravel, or
stone that is not to be used in per-
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forming planned development and use
net proceeds to pay costs of performing
planned development work. In such a
case:

(1) An agreement will be recorded in
the narrative of Form RD 1924-1 which
as a minimum will:

(i) Identify the property to be sold,
the estimated net proceeds to be re-
ceived, and the approximate date by
which the property will be sold.

(ii) Provide that the borrower will de-
posit the net proceeds in the supervised
bank account and apply any funds re-
maining after the development is com-
plete as an extra payment on the loan,
or in accordance with §1965.13(f) of sub-
part A of part 1965 of this chapter for
farm program loans.

(2) The agreement will be considered
by the Government as modifying the
mortgage contract to the extent of au-
thorizing and requiring the Govern-
ment to release the identified property
subject to the conditions stated in the
agreement without payment or other
consideration at the time of release,
regardless of whether or not the mort-
gage specifically refers to Form RD
1924-1 or the agreement to release.

(3) If the Agency loan will be secured
by a junior lien, all prior lienholders
must give written consent to the pro-
posed sale and the use of the net pro-
ceeds before the loan is approved.

(4) Releases requested by the bor-
rower or the buyer will be processed in
accordance with applicable release pro-
cedures in 7 CFR part 3550, as appro-
priate.

(h) Review prior to performing develop-
ment work. For the sole benefit of the
Agency, prior to beginning develop-
ment work, the County Supervisor or
District Director will review planned
development with the borrower. Ade-
quacy of the drawings and specifica-
tions as well as the estimates will be
checked to make sure the work can be
completed within the time limits pre-
viously agreed upon and with available
funds. Items and quantities of any ma-
terials the borrower has agreed to fur-
nish will be checked and dates by
which each item of development should
be started will be checked in order that
the work may be completed on sched-
ule. If any changes in the plans and
specifications are proposed, they
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should be within the general scope of
the work as originally planned.
Changes must be approved and proc-
essed in accordance with §1924.10 of
this subpart. The appropriate proce-
dure for performing development
should be explained to the borrower.
Copies of RD forms that will be used
during the period of construction
should be given to the borrower. The
borrower should be advised as to the
purpose of each form and at what pe-
riod during construction each form will
be used.

(i) Time of starting development work.
Development work will be started as
soon as feasible after the loan is closed.
Except in cases in which advance com-
mitments are made in accordance with
7 CFR part 3550 or according to
§1924.13(e)(1)(vi)(A) or
§1924.13(e)(2)(ix)(A) of this subpart, no
commitments with respect to per-
forming planned development will be
made by the Agency or the applicant
before the loan is closed. The applicant
will be instructed that before the loan
is closed, debts should not be incurred
for labor or materials, or expenditures
made for such purposes, with the ex-
pectation of being reimbursed from
funds except as provided in subpart A
of part 1943 of this chapter, 7 CFR part
3550, and subpart E of part 1944 of this
chapter. However, with the prior ap-
proval of the National Office, a State
Supplement may be issued authorizing
County Supervisors to permit appli-
cants to commence welldrilling oper-
ations prior to loan closing, provided:

(1) It is necessary in the area to pro-
vide the water supply prior to loan
closing,

(2) The applicant agrees in writing to
pay with personal funds all costs in-
curred if a satisfactory water supply is
not obtained,

(3) Any contractors and suppliers un-
derstand and agree that loan funds
may not be available to make the pay-
ment,

(4) Such action will not result under
applicable State law in the giving of
priority to mechanics and
materialmen’s liens over the later re-
corded Agency mortgage, and
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(5) The Agency does not guarantee
that the cost will be paid.

[62 FR 8002, Mar. 13, 1987, as amended at 52
FR 19283, May 22, 1987; 52 FR 48391, Dec. 22,
1987; 52 FR 48799, Dec. 28, 1987; 53 FR 43676,
Oct. 28, 1988; 59 FR 43723, Aug. 25, 1994; 61 FR
651566, Dec. 11, 1996; 67 FR 78326, Dec. 14, 2002]

§1924.6 Performing
work.

All construction work will be per-
formed by one, or a combination, of the
following methods: Contract, borrower,
mutual self-help, or owner-builder. All
development work must be performed
by a person, firm or organization quali-
fied to provide the service. The mutual
self-help method is performance of
work by a group of families by mutual
labor under the direction of a construc-
tion supervisor, as described in 7 CFR
part 3550.

(a) Contract method. This method of
development will be used for all major
construction except in cases where it is
clearly not possible to obtain a con-
tract at a reasonable or competitive
cost. Work under this method is per-
formed in accordance with a written
contract.

(1) Forms used. Form RD 1924-6,
“Construction Contract,” will be used
for SFH construction. Other contract
documents for more complex construc-
tion, acceptable to the loan approval
official and containing the require-
ments of subpart E of part 1901 of this
chapter, may be used provided they are
customarily used in the area and pro-
tect the interest of the borrower and
the Government with respect to com-
pliance with items such as the draw-
ings, specifications, payments for
work, inspections, completion, non-
discrimination in construction work
and acceptance of the work. If needed,
the Office of the General Counsel (OGC)
will be consulted. The United States
(including the Agency) will not become
a party to a construction contract or
incur any liability under it.

(2) Contract provisions. Contracts will
have a listing of attachments and the
provisions of the contract will include:

(i) The contract sum.

(ii) The dates for starting and com-
pleting the work.

(iii) The amount of liquidated dam-
ages to be charged.

development
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(iv) The amount, method, and fre-
quency of payment.

(v) Whether or not surety bonds will
be provided.

(vi) The requirement that changes or
additions must have prior written ap-
proval of the Agency.

(3) Surety requirements. (i) Unless an
exception is granted in accordance
with paragraph (a)(3)(iii) of this section
or when interim financing will be used,
surety that guarantees both payment
and performance in the amount of the
contract will be furnished when one or
more of the following conditions exist:

(A) The contract exceeds the applica-
ble Rural Development Single Family
Housing area loan limit as per 7 CFR
3550.63. (Loan limits are available at
the local Rural Development field of-
fice.)

(B) The loan approval official deter-
mines that a surety bond appears ad-
visable to protect the borrower against
default of the contractor.

(C) The applicant requests a surety
bond.

(D) The contract provides for partial
payments in excess of the amount of 60
percent of the value of the work in
place.

(E) The contract provides for partial
payments for materials suitably stored
on the site.

(ii) If surety bonds are required the
construction contract must indicate
that the contractor will furnish prop-
erly executed surety bonds prior to the
start of any work. Exhibits F and G of
this subpart as revised by OGC if nec-
essary to comply with local or state
statutory requirements will be used as
the forms of payment bond and per-
formance bond to be provided. Unless
noncorporate surety is provided, the
surety bonds may only be obtained
from a corporate bonding company list-
ed on the current Department of the
Treasury Circular 570 (published annu-
ally in the FEDERAL REGISTER), as
holding a certificate of authority as an
acceptable surety on Federal bonds and
as legally doing business in the State
where the land is located. Noncor-
porate sureties are not recommended
and the State Director will be respon-
sible for determining the acceptability
of the individual or individuals pro-
posed as sureties on the bonds. The
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State Director must determine that an
individual or individuals proposed as
sureties must have cash or other liquid
assets easily convertible to cash in an
amount at least equal to 25 percent
more than the contract amount in
order to be acceptable. The indi-
vidual(s) will pledge such liquid assets
in an amount equal to the contract
amount. Fees charged for noncorporate
sureties may not exceed fees charged
by corporate sureties on bonds of equal
amount and, in no case, may surety be
provided by the applicant or any per-
son or organization with an identity of
interest in the applicant’s operation.
The United States (including the Agen-
cy) will incur no liability related in
any way to a performance or payment
bond provided in connection with a
construction contract. The Agency will
be named as co-obligee in the perform-
ance and payment bonds unless prohib-
ited by state law.

(iii) When an experienced and reliable
contractor cannot obtain payment and
performance bonds meeting the surety
requirements of paragraph (a)(3)(ii) of
this section, the State Director may
entertain a request from the applicant
for an exception to the surety require-
ments. The applicant’s request must
specifically state why the proposed
contractor is unable to obtain payment
and performance bonds meeting the
surety requirements, and why it is fi-
nancially advantageous for the appli-
cant to award the contract to the pro-
posed contractor without the required
bonds.

If the applicant’s request is reasonable
and justified, and if the proposed con-
tractor is reliable and experienced in
the construction of projects of similar
size, design, scope, and complexity, the
State Director may grant an exception
to the surety requirements for loans or
grants within the State Director’s ap-
proval authority and accept one or a
combination of the following:

(A) An unconditional and irrevocable
letter of credit issued by a lending in-
stitution which has been reviewed and
approved by OGC. In such cases, the
construction contract must indicate
that the contractor will furnish a prop-
erly executed letter of credit from a
lending institution acceptable to the
Agency prior to the start of any work.
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The letter of credit must remain in ef-
fect until the date of final acceptance
of work by the owner and the Agency.
In addition, the letter of credit must
stipulate that the lending institution,
upon written notification by the Agen-
cy of the contractor’s failure to per-
form under the terms of the contract,
will advance funds up to the amount of
the contract (including all Agency ap-
proved contract change orders) to sat-
isfy all prior debts incurred by the con-
tractor in performing the contract and
all funds necessary to complete the
work. Payments may be made to the
contractor in accordance with para-
graph (a)(12)(1)(C) of this section as if
full surety bonds were being provided.

(B) If a letter of credit satisfying the
conditions of paragraph (a)(3)(iii)(A) of
this section cannot be obtained, the
State Director may accept a deposit in
the amount of the contract, into an in-
terest or non-interest bearing super-
vised bank account. In such cases, the
construction contract must indicate
that the contractor will furnish the re-
quired deposit prior to the start of any
work and that the funds shall remain
on deposit until final acceptance of
work by the owner and the Agency.
Payments may be made to the con-
tractor in accordance with paragraph
(a)(12)(1)(C) of this section as if full sur-
ety bonds were being provided.

(C) When the provisions of paragraph
(a)(3)(iii) (A) or (B) of this section can
be met except that a surety bond, a let-
ter of credit, and/or deposits are not
obtainable in full amount of the con-
tract, the State Director may accept
an amount less than the full amount of
the contract provided all of the fol-
lowing conditions are met:

(I) The contractor provides a surety
bond, a letter of credit, or deposits in
the greatest amount possible, and pro-
vides documentation indicating the
reasons why amounts exceeding the
proposed amount cannot be provided.

(2) The applicant agrees to the
amount of the surety bond, letter of
credit, or deposits proposed, and the
State Director determines that the ap-
plicant has the financial capability to
withstand any financial loss due to de-
fault of the contractor.

(3) In the opinion of the State Direc-
tor, the proposed amount and the

§1924.6

method of payment will provide ade-
quate protection for the borrower and
the Government against default of the
contractor.

(4) The contract provides for partial
payments not to exceed 90 percent of
the value of the work in place for that
portion of the total contract which is
guaranteed by an acceptable surety
bond, letter of credit, or deposits, and
partial payments not to exceed 60 per-
cent of the value of the work in place
for that portion of the total contract
which is not guaranteed by surety, let-
ter of credit, or deposits.

Example:

Contractor has a surety bond which guar-
antees payment and performance in an
amount of $150,000 which represents 75 per-
cent of the total contract amount of $200,000.
The contractor’s first request for payment
appears thus:

—Value of work in place is $10,000.

—Payment for work guaranteed by surety is
75 percent times $10,000 times 90 percent is
$6,750.

—Payment for work not guaranteed by sur-
ety is 25 percent times $10,000 times 60 per-
cent is $1,500.

—Authorized payment is $8,250.

(Each partial payment shall reflect values
for work guaranteed by surety, letter of
credit, or deposits, and work not so guaran-
teed).

(iv) In cases where the contractor
does not obtain payment and perform-
ance bonds in accordance with the sur-
ety requirements of paragraph (a)(3)(ii)
of this section, or where an exception
to the surety requirements is granted
by the State Director, the following
steps will be taken to protect the bor-
rower and the government against la-
tent obligations or defects in connec-
tion with the construction:

(A) The contractor will furnish a
properly executed corporate latent de-
fects bond or a maintenance bond in
the amount of 10 percent of the con-
struction contract; or

(B) An unconditional and irrevocable
letter of credit in the amount of 10 per-
cent of the construction contract
issued by a lending institution which
has been reviewed and approved by
OGC; or

(C) A cash deposit into an interest or
non-interest bearing supervised bank
account in the amount of 10 percent of
the construction contract;
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(D) The period of protection against
latent obligations and/or defects shall
be one year from the date of final ac-
ceptance of work by the owner and the
Agency;

(E) Final payment shall not be ren-
dered to the contractor until the provi-
sions of paragraph (a)(3)(iv) (A), (B) or
(C) of this section have been met;

(F) The contract will contain a
clause indicating that the contractor
agrees to provide surety or guarantee
acceptable to the owner and the Agen-
cy against latent obligations and/or de-
fects in connection with the construc-
tion.

(4) Equal opportunity. Section 1901.205
of subpart E of part 1901 of this chapter
applies to all loans or grants involving

construction contracts and sub-
contracts in excess of $10,000.
(6) Labor standards provisions. The

provisions of the Davis-Bacon and re-
lated acts, which are published by the
Department of Labor (29 CFR parts 1, 3
and 5), will apply when the contract in-
volves either LH grant assistance, or 9
or more units in a project being as-
sisted under the HUD section 8 housing
assistance payment program for new
construction.

(6) Historical and archaeological preser-
vation. The provisions of subpart F of
part 1901 of this chapter concerning the
protection of historical and archae-
ological properties will apply to all
construction financed, in whole or in
part, by Agency loans and grants.
These provisions have special applica-
bility to development in areas des-
ignated by NRCS as Resource Con-
servation and Development (RC&D)
areas. (See part 1942, subpart I of this
chapter.)

(T) Air and water acts. Under Execu-
tive Order 11738, all loans or grants in-
volving construction contracts for
more than $100,000 must meet all the
requirements of section 114 of the
Clean Air Act (42 U.S.C. 7414) and sec-
tion 308 of the Water Pollution Control
Act (33 U.S.C., section 1813). The con-
tract should contain provisions obli-
gating the contractor as a condition
for the award of the contract as fol-
lows:

(i) To notify the owner of the receipt
of any communication from Environ-
mental Protection Agency (EPA) indi-
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cating that a facility to be utilized in
the performance of the contract is
under consideration to be listed on the
EPA list of Violating Facilities.
Prompt notification is required prior
to contract award.

(ii) To certify that any facility to be
utilized in the performance of any non-
exempt contractor subcontract is not
listed on the EPA list of Violating Fa-
cilities as of the date of contract
award.

(iii) To include or cause to be in-
cluded the above criteria and require-
ments of paragraphs (a)(7) (i) and (ii) of
this section in every nonexempt sub-
contract, and that the contractor will
take such action as the Government
may direct as a means of enforcing
such provisions.

(8) Architectural barriers. In accord-
ance with the Architectural Barriers
Act of 1968 (Pub. L. 90-480), as imple-
mented by the General Services Ad-
ministration regulations (41 CFR 101-
19.6) and section 504 of the Rehabilita-
tion Act of 1973 (Pub. L. 93-112) as im-
plemented by 7 CFR, parts 15 and 15b,
all facilities financed with Agency
loans and grants and which are acces-
sible to the public or in which people
with disabilities may be employed or
reside must be developed in compliance
with this Act. Copies of the Act and
Federal accessibility design standards
may be obtained from the Executive
Director, Architectural and Transpor-
tation Barriers Compliance Board,
Washington, DC 20201.

(9) National Environmental Policy Act.
Loans and grants, including those
being assisted under the HUD section 8
housing assistance payment program
for new construction, must comply
with the environmental review require-
ments in accordance with 7 CFR part
1970.

(10) Obtaining bids and selecting a con-
tractor. (i) The applicant may select a
contractor and negotiate a contract or
contact several contractors and re-
quest each to submit a bid. For com-
plex construction projects, refer also to
§1924.13(e) of this subpart.

(ii) When a price has already been ne-
gotiated by an applicant and a con-
tractor, the County Supervisor, Dis-
trict Director or other appropriate
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Agency official will review the pro-
posed contract. If the contractor is
qualified to perform the development
and provide a warranty of the work and
the price compares favorably with the
cost of similar construction in the
area, further negotiation is unneces-
sary. If the Agency official determines
the price is too high or otherwise un-
reasonable, the applicant will be re-
quested to negotiate further with the
contractor. If a reasonable price cannot
be negotiated or if the contractor is
not qualified, the applicant will be re-
quested to obtain competitive bids.

(iii) When an applicant has a pro-
posed development plan and no con-
tractor in mind, competitive bidding
will be encouraged. The applicant
should obtain bids from as many quali-
fied contractors, dealers or
tradespeople as feasible depending on
the method and type of construction.

(iv) If the award of the contract is by
competitive bidding, Form RD 1924-5,
“Invitation for Bid (Construction Con-
tract),” or another similar invitation
bid form containing the requirements
of subpart E of part 1901 of this chap-
ter, may be used. All contractors from
whom bids are requested should be in-
formed of all conditions of the contract
including the time and place of opening
bids. Conditions shall not be estab-
lished which would give preference to a
specific bidder or type of bidder. When
applicable, copies of Forms RD 1924-6
and RD 400-6, ‘‘Compliance State-
ment,” also should be provided to the
prospective bidders.

(11) Awarding the contract. The bor-
rower, with the assistance of the Coun-
ty Supervisor or District Director, will
consider the amount of the bids or pro-
posals, and all conditions which were
listed in the ‘“‘Invitation for Bid.” On
the basis of these considerations, the
borrower will select and notify the low-
est responsible bidder.

(i) Before work commences, the
County Supervisor, District Director or
other Agency employee having knowl-
edge of contracts and construction
practices will hold a preconstruction
conference with the borrower(s), con-
tractor and architect/engineer (if appli-
cable). The purpose of the conference is
to reach a mutual understanding of
each party’s responsibilities under the
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terms and conditions of the contract
documents and the loan agreement
during the construction and warranty
periods. Form RD 1924-16, ‘‘Record of
Preconstruction Conference,” may be
used as a guide for an agenda.

(ii) A summary of the items covered
will be entered in the running case
record.

(iii) The contract will then be pre-
pared, signed and copies distributed in
accordance with the FMI for Form RD
1924-6.

(iv) After a borrower/contractor’s
contract or subcontract in excess of
$10,000 is received in the Agency Coun-
ty or District Office, the responsible
Agency official will send within 10 cal-
endar days of the date of the contract
or subcontract, a report similar in
form and content to exhibit C of sub-
part E of part 1901 of this chapter to
the Area Director, Office of Federal
Contract Compliance Programs, U.S.
Department of Labor, at the applicable
address listed in exhibit E, subpart E of
part 1901 of this chapter. The report
must contain, at least, the following
information: contractor’s name, ad-
dress and telephone number; employ-
er’s identification number; amount,
starting date and planned completion
date of the contract; contract number;
and city and DOL region of the con-
tract site. The information for this re-
port should be obtained from the con-
tractor when the contract is awarded.

(12) Payments for work done by the con-
tract method. (i) Payments will be made
in accordance with one of the following
methods unless prohibited by state
statute, in which case the State Direc-
tor shall issue a State Supplement to
this section:

(A) The ‘“‘One-Lump-Sum’” payment
method will be used when the payment
will be made in one lump-sum for the
whole contract.

(B) The ‘“‘Partial payments not to ex-
ceed 60 percent of the value of the work
in place’” payment method will be used
when the contractor does not provide
surety bond, a letter of credit, or de-
posits.

(C) The ‘‘Partial payments in the
amount of 90 percent of the value of
the work in place and of the value of
the materials suitably stored at the
site” payment method will be used
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when the contractor provides a surety
bond equal to the total contract
amount.

(D) The ‘““Partial payments which re-
flect the portions of the contract
amount which is guaranteed’” method
will be used when the contractor pro-
vides surety bonds, a letter of credit, or
deposits less than the total amount of
the contract in accordance with the
provisions of paragraph (a)(3)(iii)(C) of
this section.

(ii) When Form RD 1924-6 is used, the
appropriate payment clause will be
checked and the other payment clauses
not used will be effectively crossed out.

(iii) When a contract form other than
Form RD 1924-6 is used, the payment
clause must conform with paragraph
(a)(12)(i) of this section and the appro-
priate clause as set forth in Form RD
1924-6.

(iv) The borrower and FmHA or its
successor agency under Public Law 103-
354 must take precautionary measures
to see that all payments made to the
contractor are properly applied against
bills for materials and labor procured
under the contract. Prior to making
any partial payment on any contract
where a surety bond is not used, the
contractor will be required to furnish
the borrower and the FmHA or its suc-
cessor agency under Public Law 103-354
with a statement showing the total
amount owed to date for materials and
labor procured under the contract. The
contractor also may be required to sub-
mit evidence showing that previous
partial payments were applied prop-
erly. When the borrower and the Coun-
ty Supervisor or District Director have
reason to believe that partial payments
may not be applied properly, checks
may be made jointly to the contractor
and persons who furnished materials
and labor in connection with the con-
tract.

(v) When partial payments are re-
quested by the contractor and approved
by the owner, the amount of the par-
tial payment will be determined by one
of the following methods:

(A) Based upon the percentage com-
pleted as shown on a recently com-
pleted and properly executed Form RD
1924-12, ‘‘Inspection Report.”

(B) When the structure will be cov-
ered by an insured 10-year warranty,
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the insurer’s construction inspector
must provide the Agency with any
available copies of inspection reports
showing percentage of completion im-
mediately after the inspections are
completed. To make partial payments
when copies of inspection reports are
not available, the responsible Agency
official will make the inspections or
will be guided by the provisions of
§1924.6(a)(12)(v)(C) of this subpart. If
further assurance is deemed necessary
to justify partial payments, the Agen-
cy official may make onsite inspec-
tions or require additional informa-
tion.

(C) Based upon an application for
payment containing an estimate of the
value of work in place which has been
prepared by the contractor and accept-
ed by the borrower and the Agency.
When the contract provides for partial
payments for materials satisfactorily
stored at the site, the application for
payment may include these items.
Prior to receiving the first partial pay-
ment, the contractor should be re-
quired to submit a list of major sub-
contractors and suppliers and a sched-
ule of prices or values of the various
phases of the work aggregating the
total sum of the contract such as exca-
vation, foundations, framing, roofing,
siding, mill work, painting, plumbing,
heating, electric wiring, etc., made out
in such form as agreed upon by the bor-
rower, the Agency, and the contractor.
In applying for payments, the con-
tractor should submit a statement
based upon this schedule. See exhibit A
of this subpart for guidance in review-
ing the contractor’s schedule of prices
and estimating the value of the work
in place.

(vi) Final payment. (A) When the
structure will be covered by an insured
10-year warranty, the insurer must pro-
vide an insured 10-year warranty policy
(or a binder if the policy is not avail-
able) before final payment is made to
the builder.

(B) Final payment of the amount due
on the contract or disbursal of the
Agency loan funds where an interim
loan was used will be made only upon
completion of the entire contract, final
inspection by the Agency, acceptance
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of the work by the Agency and the bor-
rower, issuance of any and all final per-
mits and approvals for the use and oc-
cupancy of the structure by any appli-
cable state and local governmental au-
thorities, and compliance by the con-
tractor with all terms and conditions
of the contract. In the event the work
of construction is delayed or inter-
rupted by reason of fire, flood unusu-
ally stormy weather, war, riot, strike,
an order, requisition or regulation of
any governmental body (excluding
delays related to possible defects in the
contractor’s performance and exclud-
ing delays caused by the necessity of
securing building permits or any re-
quired inspection procedures connected
therewith) or other contingencies rea-
sonably unforeseeable and beyond the
reasonable control of the contractor,
then with the written consent of the
Agency, the date of completion of the
work may be extended by the owner by
the period of such delay, provided that
the contractor shall give the owner and
the Agency written notice within 72
hours of the occurrence of the event
causing the delay or interruption.

(C) Prior to making final payment on
the contract when a surety bond is not
used or disbursing Agency loan funds
when an interim loan was used, the
Agency will be provided with a Form
RD 19249, ‘“‘Certificate of Contractor’s
Release,” and Form RD 1924-10, ‘‘Re-
lease by Claimants.” executed by all
persons who furnished materials or
labor in connection with the contract.
The borrower should furnish the con-
tractor with a copy of the ‘‘Release by
Claimants” form at the beginning of
the work in order that the contractor
may obtain these releases as the work
progresses.

(I) If such releases cannot be ob-
tained, the funds may be disbursed pro-
vided all the following can be met:

(i) Release statements to the extent
possible are obtained;

(i1) The interests of the Agency can
be adequately protected and its secu-
rity position is not impaired; and

(i) Adequate provisions are made for
handling the unpaid account by with-
holding or escrowing sufficient funds to
pay any such claims or obtaining a re-
lease bond.
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(2) The State Director may issue a
State Supplement which will:

(i) Not require the use of Form RD
1924-10, if, under existing state stat-
utes, the furnishing of labor and mate-
rials gives no right to a lien against
the property, or

(i1) Provide an alternative method to
protect against mechanic’s and
materialmen’s liens. In this case, the
use of Form RD 1924-10 is optional.

(b) Borrower method. The borrower
method means performance of work by
or under the direction of the borrower,
using one or more of the ways specified
in this paragraph. Development work
may be performed by the borrower
method only when it is not practicable
to do the work by the contract method;
the borrower possesses or arranges
through an approved self-help plan for
the necessary skill and managerial
ability to complete the work satisfac-
torily; such work not interfere seri-
ously with the borrower’s farming op-
eration or work schedule, and the
County Office caseload will permit a
County Supervisor to properly advise
the borrower and inspect the work.

(1) Ways of performing the work. The
borrower will:

(i) Purchase the material and equip-
ment and do the work.

(ii) Utilize lump-sum agreements for
(A) minor items or minor portions of
items of development, the total cost of
which does not exceed $5,000 per agree-
ment, such as labor, material, or labor
and material for small service build-
ings, repair jobs, or land development;
or (B) material and equipment which
involve a single trade and will be in-
stalled by the seller, such as the pur-
chase and installation of heating facili-
ties, electric wiring, wells, painting,
liming, or sodding. All agreements will
be in writing, however, the County Su-
pervisor may make an exception to
this requirement when the agreement
involves a relatively small amount.

(2) Acceptance and storage of material
on site. The County Supervisor will ad-
vise the borrower that the acceptance
of material as delivered to the site and
the proper storage of material will be
the borrower’s responsibility.

(3) Payment for work done by the bor-
rower method—(i) Payments for labor.
Before the County Supervisor
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countersigns checks for labor, the bor-
rower must submit a completed Form
RD 1924-11, ‘“‘Statement of Labor Per-
formed,” for each hired worker per-
forming labor during the pay period.
Ordinarily, checks for labor will be
made payable to the workers involved.
However, under justifiable cir-
cumstances, when the borrower has
paid for labor with personal funds and
has obtained signatures of the workers
on Form RD 1924-11 as having received
payment, the County Supervisor may
countersign a check made payable to
the borrower for reimbursement of
these expenditures. Under no cir-
cumstances will the County Supervisor
permit loan funds or funds withdrawn
from the supervised bank account to be
used to pay the borrower for the bor-
rower’s own labor or labor performed
by any member of the borrower’s
household.

(ii) Payment for equipment, materials or
lump-sum agreements. (A) Before
countersigning checks for equipment
or materials, the County Supervisor
must normally have an invoice from
the seller covering the equipment or
materials to be purchased. When an in-
voice is not available at the time the
check is issued, an itemized statement
of the equipment or materials to be
purchased may be substituted until a
paid invoice from the seller is sub-
mitted, at which time the prepurchase
statement may be destroyed.

(B) When an invoice is available at
the time the check is drawn, the check
will include a reference to the invoice
number, the invoice date if unnum-
bered and, if necessary, the purpose of
the expenditure.

(C) The check number and date of
payment will be indicated on the ap-
propriate Form RD 1924-11, invoice,
itemized statement of equipment or
materials and/or lump-sum agreement.

(D) Ordinarily, checks for equipment
or materials will be made payable to
the seller. Under justifiable cir-
cumstances, when the borrower has
paid for equipment or materials with
personal funds and furnished a paid in-
voice, the County Supervisor may
countersign a check made payable to
the borrower for reimbursement of
these expenses.
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(E) When an invoice includes equip-
ment or materials for more than one
item of development, the appropriate
part of the cost to be charged against
each item of development will be indi-
cated on the invoice by the borrower,
with the assistance of the County Su-
pervisor.

(F) Payment made under lump-sum
agreements will be made only when all
items of equipment and materials have
been furnished, labor has been per-
formed as agreed upon, and the work
has been accepted by the borrower and
the Agency.

(G) Bach paid Form RD 1924-11, in-
voice, itemized statement for equip-
ment or material and/or lump-sum
agreement will be given to the bor-
rower in accordance with the FMI.

(c) Mutual self-help method. The mu-
tual self-help method is performance of
work by a group of families by mutual
labor under the direction of a construc-
tion supervisor, as described in 7 CFR
part 35560. The ways of doing the work,
buying materials, and contracting for
special services are like those used for
the borrower method. Materials can be
bought jointly by the group of families,
but payments will be made individ-
ually by each family. In the case of RH
loans to families being assisted by Self-
Help Technical Assistance (TA) grants
in accordance with subpart I of part
1944 of this chapter, the County Super-
visor may countersign checks for mate-
rials and necessary contract work
made payable directly to the TA grant-
ee, provided the District Director de-
termines that:

(1) The grantee acts in the same ca-
pacity as a construction manager in
the group purchase of material and
services.

(2) The grantee has an adequate
bookkeeping system approved by the
District Director to assure that funds
in each RH account are properly dis-
tributed and maintained.

(3) The grantee receives no com-
pensation in the way of profit or over-
head for this service and all discounts
and rebates received in connection
with the purchase of materials or serv-
ices are passed on to the participating
families.

(4) The grantee has a record-keeping
system which shows that the costs of
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the materials and services were pro-
rated to each borrower’s account in re-
lation to the actual material and serv-
ice used by each borrower.

(d) Owner-builder method. This meth-
od of construction applies only to RRH
loans made under subpart E of part 1944
of this chapter. Regulations governing
this method are found at §1924.13(e)(2)
of this subpart.

[62 FR 8002, Mar. 13, 1987, as amended at 55
FR 41833, Oct. 16, 1990; 60 FR 55122, Oct. 27,
1995; 61 FR 56116, Oct. 31, 1996; 71 FR 25740,
May 2, 2006; 81 FR 11029, Mar. 2, 2016]

§1924.7 [Reserved]

§1924.8 Development work for mod-
ular/panelized housing units.

(a) Exhibit B of this subpart applies
to all loans involving modular/
panelized housing units.

(b) Complete drawings and specifica-
tions will be required as prescribed in
exhibit C of this subpart. Each set of
drawings will contain the design of the
foundation system required for the soil
and slope conditions of the particular
site on which the modular/panelized
house is to be placed.

(¢c) The manufacturer will provide a
certification (exhibit B, attachment 5
of this subpart), stating that the build-
ing has been built substantially in ac-
cordance with the drawings and speci-
fications. The builder will also provide
a certification that the onsite work
complies with drawings, specifications,
and the applicable development stand-
ard (eExhibit B, attachment 5 of this
subpart).

(d) Responsibility for field inspec-
tions will be in accordance with
§1924.9(a) of this subpart. Frequency
and timing of inspections will be in ac-
cordance with §1924.9(b) of this sub-
part, except that the Stage 2 inspection
should be made during the time and in
no case later than two working days
after the crews commence work on the
site and the house is being erected or
placed on the foundation, to determine
compliance with the accepted drawings
and specifications.

(e) Periodic plant inspections will be
performed in accordance with para-
graphs II and IITI of exhibit B of this
subpart. Agency employees responsible
for inspections in the area in which the
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manufacturing plant or material sup-
ply yard is located will perform such
inspections as deemed necessary under
paragraph III of exhibit B of this sub-
part.

(1) Plant inspections will be made if
the type construction method used
could restrict adequate inspections on
the building site.

(2) Plant inspections will be made as
often as necessary; however, after ini-
tial inspection and acceptance of the
unit, only when it appears advisable to
ascertain the performance and con-
tinuing stability of accepted materials
and construction.

(f) Only one contract will be accepted
for the completed house on the site
owned or to be bought by the borrower.
The manufacturer of the house or the
manufacturer’s agent may be the prime
contractor for delivery and erection of
the house on the site or a builder may
contract with the borrower for the
complete house in place on the site.
Such contracts should provide that
payments will be made only for work
in place on the borrower’s site.

(g) Payments for modular/panelized
units will be made in accordance with
the terms of the contract and in com-
pliance with §1924.6(a)(12) of this sub-
part.

§1924.9 Inspection of
work.

development

The following policies will govern the
inspection of all development work.

(a) Responsibility for inspection. The
County Supervisor or District Director,
accompanied by the borrower when
practicable, will make final inspection
of all development work and periodic
inspections as appropriate to protect
the security interest of the govern-
ment. In this respect, inspections other
than final inspections, may be con-
ducted by other qualified persons as
authorized in paragraph (d) of this sec-
tion, in 7 CFR part 3550, in RD Instruc-
tion 2024-A (available in any Agency
office), and as authorized under other
agreements executed by, or authorized
by, the National Office.

The borrower will be responsible for
making inspections necessary to pro-
tect the borrower’s interest. Agency
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inspectionsare not to assure the bor-
rower that the house is built in accord-
ance with the plans and specifications.
The inspections create or imply no
duty or obligation to the particular
borrower. Agency inspections are for
the dual purpose of determining that
the Agency has adequate security for
its loan and is achieving the statutory
goal of providing adequate housing. If
difficult technical problems are en-
countered, the County Supervisor or
District Director should request the as-
sistance of the State Office or a quali-
fied technician from SCS or the State

University Cooperative Extension
Service.
(b) Frequency of inspections. The

County Supervisor or District Director
will inspect development work as fre-
quently as necessary to assure that
construction and land development
conforms to the drawings and specifica-
tions. The final inspection will be made
at the earliest possible date after com-
pletion of the planned development.
When several major items of develop-
ment are involved, final inspection will
be made upon completion of each item.

(1) For new buildings and additions
to existing buildings, inspections will
be made at the following stages of con-
struction and at such other stages of
construction as determined by the
County Supervisor or District Director
except as modified by paragraph (b)(3)
of this section.

(i) Stage 1. Customarily, the initial
inspection in construction cases is
made just prior to or during the place-
ment of concrete footings or mono-
lithic footings and floor slabs. At this
point, foundation excavations are com-
plete, forms or trenches and steel are
ready for concrete placement and the
subsurface installation is roughed in.
However, when it is not practicable to
make the initial inspection prior to or
during the placement of concrete, the
County Supervisor or District Director
will make the initial inspection as soon
as possible after the placement of con-
crete and before any backfill is in
place.

(ii) Stage 2. The Stage 2 inspection
will be made when the building is en-
closed, structural members are still ex-
posed, roughing in for heating, plumb-
ing, and electrical work is in place and
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visible, and wall insulation and vapor
barriers are installed. Customarily,
this is prior to installation of brick ve-
neer or any interior finish which would
include 1lath, wallboard and finish
flooring.

(iii) Stage 3. The final inspection will
be made when all on-site and off-site
development has been completed and
the structure is ready for occupancy or
its intended use.

(2) For rehabilitation of existing
buildings, inspections will be made in
accordance with paragraphs (b)(1) (ii)
and (iii) of this section, and at such
other stages of construction to assure
that construction is being performed in
a professional manner and in accord-
ance with Agency approved drawings
and specifications.

(3) For new construction when the
structure will be covered by an insured
10-year warranty plan as described in
exhibit L of this subpart, only the final
inspection is required, except in cases
when partial payments are required
when the provisions of §1924.6(a)(12)(v)
of this subpart will be followed.

(4) Arrangements should be made to
have the borrower join the County Su-
pervisor or the District Director in
making periodic inspections as often as
necessary to provide a mutual under-
standing with regard to the progress
and performance of the work.

(6) The Borrower should make
enough periodic visits to the site to be
familiar with the progress and perform-
ance of the work, in order to protect
the borrower’s interest. If the borrower
observes or otherwise becomes aware of
any fault or defect in the work or non-
conformance with the contract docu-
ments, the borrower should give
prompt written notice thereof to the
contractor with a copy to the County
Supervisor or District Director respon-
sible for servicing the type of loan or
grant involved.

(6) The borrower should, when prac-
ticable, join the County Supervisor or
District Director in making all final
inspections.

(7) When irrigation equipment and
materials are to be purchased and in-
stalled, a performance test under ac-
tual operating conditions by the person
or firm making the installation should
be required before final acceptance is
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made. The test should be conducted in
the presence of the borrower, a quali-
fied technician, and, when practicable,
the County Supervisor or District Di-
rector. If the Agency official is not
present at the performance test, he or
she should request the technician to
furnish a report as to whether or not
the installation meets the require-
ments of the plans and specifications.

(8) For irrigation and drainage con-
struction or any dwelling construction
where part or all of the work will be
buried or backfilled, interim inspec-
tions should be made at such stages of
construction that compliance with
plans and specifications can be deter-
mined.

(¢c) Recording inspections and correction
of deficiencies. All periodic and final in-
spections made by the County Super-
visor or District Director will be re-
corded on Form RD 1924-12 in accord-
ance with the FMI. The County Super-
visor or District Director will be re-
sponsible for following up on the cor-
rection of deficiencies reported on
Form RD 1924-12. When an architect/
engineer is providing services on a
project, the District Director should
notify the architect/engineer imme-
diately of any fault or defect observed
in the work or of any nonconformance
with the contract document. If the bor-
rower or the contractor refuses to cor-
rect the deficiencies, the District Di-
rector will report the facts to the State
Director who will determine the action
to be taken. No inspection will be re-
corded as a final inspection until all
deficiencies or nonconforming condi-
tions have been corrected.

(d) Acceptance by responsible public au-
thority. When local (city) county, state,
or other public authority) codes and or-
dinances require inspections, final ac-
ceptance by the local authority having
jurisdiction will be required prior to
final inspection or acceptance by the
Agency.

(e) Acceptance by project architect. If
architectural services pursuant to
§1924.13(a) of this subpart have been ob-
tained, final acceptance by the project
architect pursuant to §1924.13(a)(5)(V)
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of this subpart will be required prior to
acceptance by the Agency.

[62 FR 8002, Mar. 13, 1987, as amended at 60
FR 55122, Oct. 27, 1995; 61 FR 2899, Jan. 30,
1996; 67 FR 78327, Dec. 24, 2002]

§1924.10 Making changes in
planned development.

the

The borrower may request changes in
the planned development in accordance
with this section.

(a) Authority of the County Supervisor.
The County Supervisor is authorized to
approve changes in the planned devel-
opment involving loans and grants
within the County Supervisor’s ap-
proval authority provided:

(1) The change is for an authorized
purpose and within the scope of the
original proposal.

(2) Sufficient funds are deposited in
the borrower’s supervised bank account
or with the interim lender, as appro-
priate, to cover the contemplated
changes when the change involves addi-
tional funds to be furnished by the bor-
rower.

(3) The change will not adversely af-
fect the soundness of the operation or
the Agency’s security. If uncertain as
to the probable effect the change would
have on the soundness of the operation
or Agency security, the County Super-
visor will obtain advice from the Dis-
trict Director on whether to approve
the change.

(4) If a surety bond has been provided
on the full amount of the construction
contract, the aggregate amount of all
contract change orders on Form RD
1924-7, ‘‘Contract Change Order,” or
other acceptable form will not exceed
20 percent of the original contract
amount. Change orders for contracts
on which a surety bond has been pro-
vided which increases the original con-
tract amount by more than 20 percent
may only be approved if additional sur-
ety is provided in the full revised
amount of the contract. For purposes
of this paragraph, letters of credit and
deposits are not considered surety.

(5) Change orders for contracts on
which letters of credit or deposits have
been provided on the full amount of the
contract which will increase the origi-
nal contract amount are approved only
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if additional letters of credit or depos-
its are provided in the full revised
amount of the contract.

(6) Modifications have been certified
in accordance with §1924.5(f)(1)(iii) or
certification has been waived in ac-
cordance with §1924.5(f)(1)(iii)(C) of this
subpart.

(b) Authority of the District Director.
The District Director is authorized to
approve changes in the development
planned with RRH, RCH, and RHS
loans and LH loans and grants within
the District Director’s approval au-
thority, provided the conditions in
§1924.10(a) have been met. For such
loans in excess of the District Direc-
tor’s approval authority, the bor-
rower’s request with the District Direc-
tor’s recommendation will be for-
warded to the State Director for con-
sideration.

(c) Recording changes in the planned
development. (1) Changes should be ac-
complished only after Agency written
approval. Changes will not be included
in payment requests until approved by
the borrower; the contractor, if appli-
cable; the architect/engineer, if appli-
cable; and the Agency loan approval of-
ficial. Examples of changes requiring
documentation are:

(i) Any changes in labor and mate-
rials and their respective costs.

(ii) Changes in facility design.

(iii) Any decrease or increase in unit-
price on final measurements that are
different from those shown in the bid-
ding schedule.

(iv) Any increase or decrease in the
time to complete the project.

(2) All changes shall be recorded in
chronological order as follows:

(i) Contract method. Changes shall be
numbered in sequence as they occur
using Form RD 1924-7 with necessary
attachments.

(ii) Borrower method. An increase or
decrease in the cash cost, extension of
time, transfer of funds between items,
or an addition or deletion of items of
development, will be summarized on
the front of Form RD 1924-1 by striking
through the original figures on items
and writing in the changes. Changes
made in the ‘‘Development Plan’ in
the working drawings, or in the plans
and specifications will be dated and
initialed by all parties.
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(iii) Mutual self-help method. [See
paragraph (¢)(2)(ii) of this section.]

(iv) Owner-builder method. [See para-
graph (¢)(2)(i) of this section.]

(3) All changes in facility design and/
or materials must be certified in ac-
cordance with §1924.5(f)(1)(iii) of this
subpart.

§1924.11 District Director’s review of
incomplete development.

During monthly District Office work
organization meetings and during reg-
ular visits to the County Office, the
District Director will review the
progress that is being made in com-
pleting development financed with
loans within the District Director’s
and County Supervisor’s responsibility.

(a) Once each year the District Direc-
tor will make a comprehensive review
of all development work not completed
within the time scheduled. For incom-
plete development financed with loan
or grant funds within the responsi-
bility of the District Director, the Dis-
trict Director will take the necessary
actions to assure that the borrower or
grantee completes the planned develop-
ment. For incomplete development fi-
nanced with loan or grant funds within
the responsibility of the County Super-
visor, the District Director will give
the necessary direction to the County
Supervisor to assure completion of the
work. In connection with these respon-
sibilities, the District Director will
consider:

(1) The current farm and home oper-
ations with respect to the need for the
development as originally planned.

(2) Revisions to the development
plan.

(3) Funds remaining in the supervised
bank account.

(4) Need for additional funds.

(5) Personal funds that could be fur-
nished by the borrower.

(6) Estimated completion dates.

(7) The borrower’s attitude with re-
spect to completing the development.

(b) After a complete review of the
status of development in both the Dis-
trict and County Offices has been
made, the District Director will make
a written report to the State Director
which will include observations and
recommendations regarding incom-
plete development. The report may be
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included in the District Director’s reg-
ular report, and will include:

(1) The number of cases in which bor-
rowers have not completed their devel-
opment within 9, 15 or 24 months when
authorized, and also the number of
cases in which funds have been ex-
hausted and the work is incomplete.

(2) The number of borrowers who
have not completed their development
within 3 years from the loan closing,
and indicate the action that was taken
in each such case.

(c) If the borrower has not completed
development work within 3 years after
the date of loan closing and the Dis-
trict Director has determined that the
borrower cannot or will not complete
the development, the District Director
will so indicate on Form RD 1924-1 and
request the State Director to with-
draw, for application on the loan, any
unused development funds remaining
in the borrower’s supervised bank ac-
count, if the borrower will not sign a
check for a refund to the loan account.

§1924.12 Warranty
work.

(a) Form RD 1924-19, ‘‘Builder’s War-
ranty,” or an insured 10-year home
warranty as described in exhibit L of
this subpart, and normal trade warran-
ties on items of equipment will be
issued to the borrower at the comple-
tion of new building construction,
dwelling rehabilitation by the contract
method, all cases of newly completed
and previously unoccupied dwellings or
construction under conditional com-
mitments issued to builders and sell-
ers.

(b) If the warranty is not an insured
10-year warranty, a completed Form
RD 1924-19, with warranty protection
for 1 year, must be provided by the
builder upon final acceptance of the
work by the owner and the Agency. If
an insured 10-year warranty is pro-
vided, the requirements of exhibit L of
this subpart apply, and a copy of the
warranty insurance policy or a binder
must have been received by the Agency
prior to disbursement of the final pay-
ment to the builder.

(c) If, for some reason, the warranty
insurance policy cannot be issued, the
contractor will be required to execute
Form RD 1924-19 and the case will be

of development
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forwarded to the State Director for
consideration of debarment under the
provisions of subpart M of part 1940
(available in any Agency office). The
County Supervisor will assist the bor-
rower to the extent necessary under
the provisions of the warranty and sub-
part F of part 1924 of this chapter.

(d) The County Supervisor will take
the following action prior to the expi-
ration of the first year of the warranty
period:

(1) As soon as the warranty has been
executed, the follow-up date for send-
ing Form RD 1924-21, ‘‘Notice of Expi-
ration of First Year of Warranty,”
which will be used for the 1 year war-
ranty or the first year of the insured
10-year warranty, will be posted to the
“Servicing and Supervision” section of
the Management System card.

(2) Form RD 1924-21 is provided for
use in notifying the borrower of the ex-
piration date of the first year of the
warranty. This letter will be mailed to
the borrower early in the second month
preceding the expiration date of the
first year of the warranty period.

(3) If the County Supervisor or Dis-
trict Director does not hear from the
borrower within 30 days, it can reason-
ably be assumed that no complaint ex-
ists or that any complaint has been
satisfied unless information to the con-
trary has been received.

(4) If the borrower notifies the Agen-
cy that any complaint has not been
satisfied, an onsite inspection shall be
made as early as possible, but not later
than 1 month preceding the expiration
date of the first year of the warranty.
The results of the inspection will be re-
corded on Form RD 1924-12. If the bor-
rower has complaints, the case should
be handled in accordance with the pro-
visions of subpart F of part 1924 of this
chapter, or as otherwise provided in
this subpart.

[62 FR 8002, Mar. 13, 1987, as amended at 54
FR 14334, Apr. 11, 1989]

§1924.13 Supplemental requirements
for more complex construction.

This section includes additional pro-
visions that apply to planning and con-
duct of construction work on all mul-
tiple family housing projects and other
projects that are more extensive in
scope and more complex in nature than
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individual housing units or farm build-
ings. This section will apply in addi-
tion to all other requirements con-
tained elsewhere in this subpart.

(a) Architectural services. Complete ar-
chitectural services, as defined in
§1924.4(0)(1) of this subpart are rec-
ommended on all projects. They are re-
quired for projects involving an LH
grant and for all loans for RRH, RCH,
and LH projects consisting of more
than 4 units unless prior consent to
making an exception to the require-
ments for complete architectural serv-
ices is obtained from the National Of-
fice. If the applicant or contractor is
an architect or organization with ar-
chitectural capability, the applicant
must, nevertheless, hire an inde-
pendent qualified architect or architec-
tural firm to inspect the construction
work and perform other needed serv-
ices during the construction and war-
ranty phases. See Guide 4, attachment
1, ‘““‘Attachment to AIA Document—
Standard Form of Agreement Between
Owner and Architect,” for further in-
formation (available in any Agency of-
fice).

(1) Exception. Any request for Na-
tional Office consent to an exception
being made for complete architectural
services should include the proposed
drawings and specifications, method of
providing specific services, the com-
ments and recommendations of the
Agency State Architect, and any other
pertinent information. The State Di-
rector must determine that any serv-
ices for which an exception is requested
can be performed by qualified State or
District Office staff members.

(2) Selecting the architect. The appli-
cant is responsible for selecting the ar-
chitect. The District Director with the
advice of the State architect/engineer
should discuss with the applicant the
selection of the architect for the job as
early as possible to assist in the site
selection and participate in early con-
sultations regarding project scope and
design.

(3) Architectural fees. Fees for archi-
tectural services shall not exceed the
fee ordinarily charged by the profes-
sion for similar work when Agency fi-
nancing is not involved. The fee should
cover only the architectural services
rendered by the architect. The reduc-
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tion or elimination of any services de-
scribed in paragraph (a)(5) of this sec-
tion shall be directly reflected in the
fee. Fees for special services rendered
by the architects, such as the pack-
aging of the loan application or addi-
tional nonarchitectural services, will
not be authorized to be paid with loan
funds.

(4) Agreement between borrower and ar-
chitect. The borrower and the architect
will execute a written agreement. The
agreement must provide:

(i) The services listed in paragraph
(a)(b) of this section.

(ii) The amount of the fee and how it
will be determined and paid.

(iii) That the agreement and any
amendments to the agreement shall
not be in full force and effect until con-
curred with in writing by the State Di-
rector or the State Director’s delegate,
and it will contain the following provi-
sion:

The Agency, as potential lender or insurer
of funds to defray the costs of this agree-
ment and without liability for any payments
thereunder, hereby concurs in the form, con-
tent and the execution of this agreement.

Date

Agency Approval Official
Title

() Specific services. Architectural
services will include six consecutive
phases as follows:

(i) Schematic design phase. The archi-
tect will:

(A) Consult with the applicant to ob-
tain available information pertinent to
the project requirements.

(B) Consult with Agency State archi-
tect/engineer about Agency require-
ments and procedures.

(C) Assist in preparing the project de-
sign after analyzing engineering and
survey data on the site selected by ap-
plicant.

(D) Prepare schematic design studies
consisting of drawings and other docu-
ments illustrating the scale and rela-
tionship of project components for the
applicant’s approval.

(BE) Submit estimates of current de-
velopment costs based on current area,
volume, or other unit costs.

(F) When the applicant and the Agen-
cy have accepted the schematic design
studies and estimated development
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costs, the project architect may be au-
thorized to proceed with the next
phase.

(i1) Design development phase. The ar-
chitect will:

(A) Prepare the design development
exhibits from the accepted schematic
design studies for approval by the ap-
plicant. These exhibits should consist
of drawings and other documents to fix
and describe the size and character of
the entire project as to structural, me-
chanical, and electrical systems, mate-
rials, and other essentials as appro-
priate.

(B) Submit a further statement of
probable construction cost.

(C) Obtain applicant and Agency ap-
proval of drawings, specifications, and
authorization to proceed with next
phase.

(iii) Construction documents phase.
The architect will:

(A) Prepare the working drawings
and specifications from the approved
design development drawings and set
forth in detail the requirements for the
construction of the entire project in
accordance with applicable regulations
and codes; for example, necessary bid-
ding information, assistance in pre-
paring bidding forms, conditions of the
construction contract, and the form of
agreement between applicant/owner
and contractor.

(B) Submit a final and more com-
prehensive statement of probable de-
velopment cost. It should show a
breakdown of the estimated total de-
velopment cost of the project and the
various trades in enough detail for an
adequate review.

(C) Obtain the acceptance of the ap-
plicant and the Agency for contract
documents, including approval of the
final drawings and specifications and
authorization to proceed.

(D) Discuss with the applicant var-
ious items as they develop.

(iv) Bidding or negotiation phase. The
architect will, as appropriate, for a
bidded or negotiated contract:

(A) Assist in review and selection of
bidders and submission of contract doc-
uments to selected bidders.

(B) Assist in the interpretation of
drawings and specifications, and other
contract documents.

(C) Receive and tabulate all bids.
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(D) Review the bids and the nego-
tiated proposals and assist in the
award and preparation of construction
contracts.

(v) Construction phase. This phase in-
cludes the administration of the con-
struction contract. It will commence
with the award of the construction
contract and end when the borrower
makes final payment to the contractor.
The architect will:

(A) Attend the preconstruction con-
ference. Advise and consult with the
borrower (or the borrower’s representa-
tive) and issue the borrower’s instruc-
tions to the contractor.

(B) Prepare change orders.

(C) Keep construction accounts and
work as the general administrator of
the project during construction.

(D) Interpret the contract documents
and have the authority to reject all
work and materials which do not com-
ply.

(E) Review and approve shop draw-
ings, samples, and other submissions of
the contractor for conformance with
the design concept and for compliance
with the contract documents.

(F) Conduct periodic inspections of
all phases of construction to determine
compliance with the contract docu-
ments and certify as to the amount is
in place and materials suitably stored
on site for partial payment estimates.
These inspections will be augmented,
when necessary, by inspections per-
formed by structural, mechanical, and
electrical representatives. Periodic in-
spections should be made as frequently
as is necessary to verify that the work
conforms with the intent of the con-
tract documents and that a high qual-
ity of workmanship is maintained. The
State Director may require a full-time
project representative on projects with
a total development cost of $750,000 or
more, when in the opinion of the State
Director there is a need for such rep-
resentative, and the State Director
states the reasons for such need to the
borrower.

(G) Determine, based on the inspec-
tions, the dates of substantial comple-
tion and final completion; receive on
the borrower’s behalf all written guar-
antees and related documents assem-
bled by the contractor; and issue a
final certificate for payment.
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(vi) Warranty phase. The architect
will advise and consult with the bor-
rower, as the borrower’s representa-
tive, about items to be corrected with-
in the warranty period. The architect
will accompany the Agency representa-
tive during the inspection required one
month prior to expiration of the war-
ranty period.

(b) Other professional services. The
State Director, on the recommendation
of the State architect/engineer, may
request that additional professional
services be provided.

(1) Professional services typically in-
clude soils engineering, structural en-
gineering, civil engineering, surveying,
land planning, or professional cost esti-
mation or certification. Fees for these
services may be paid directly by the
borrower or by the architect as reim-
bursable expenses.

(2) When a project representative is
utilized, unless otherwise agreed, the
representative will be provided by the
consulting architect/engineer. Prior to
the preconstruction conference, the ar-
chitect/engineer will submit a resume
of qualifications of the project rep-
resentative to the applicant and to the
Agency for acceptance in writing. If
the applicant provided the project rep-
resentative, the applicant must submit
a resume of the representative’s quali-
fications to the project architect/engi-
neer and the Agency for acceptance in
writing, prior to the preconstruction
conference. The project representative
will attend the preconstruction con-
ference where duties and responsibil-
ities will be fully discussed. The
project representative will work under
the general supervision of the archi-
tect/engineer. The project representa-
tive will maintain a daily diary in ac-
cordance with the following:

(i) The diary shall be maintained in a
hard-bound book.

(ii) The diary shall have all pages
numbered and all entries in ink.

(iii) All entries shall be on daily
basis, beginning with the date and
weather conditions.

(iv) Daily entries shall include daily
work performed, number of men and
equipment used in the performance of
the work, and all significant hap-
penings during the day.
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(v) The diary shall be made available
to Agency personnel and will be re-
viewed during project inspections.

(vi) The project representative’s
diary will become the property of the
owner after the project is accepted and
final payments are made.

(¢c) Drawings. The type and kinds of
drawings should be in accordance with
exhibit C of this subpart and subpart D
of part 1944 of this chapter.

(1) The drawings must be clear, accu-
rate, with adequate dimensions and of
sufficient scale for estimating pur-
poses.

(2) Comnstruction sections and large-
scale details sufficient for accurate
bidding and for the purpose of corre-
lating all parts of the work should be
part of the general drawings. This is
particularly important where the size
of a project makes necessary the prepa-
ration of the general drawings at a
scale of ¥5 inch equals 1 foot or less.

(3) Mechanical and electrical work
should be shown on separate plans.

(4) Schedules should be provided for
doors, windows, finishes, electrical fix-
tures, finish hardware, and any other
specialty items necessary to clarify
drawings.

(d) Specifications. Trade-type speci-
fications (specifications divided into
sections for various trades) should be
used. The specifications should be com-
plete, clear, and concise, with adequate
description of the various classes of
work shown under the proper sections
and headings.

(e) Methods of administering construc-
tion. Projects involving a total develop-
ment cost of less than $100,000 which do
not include an LH grant may, with the
approval of the State Director, follow
the contract procedure in §1924.6(a) of
this subpart without modification.
Construction of all other projects, how-
ever, will be administered by the con-
tract method or owner-builder method
as set forth in this section.

(1) Contract method. This method of
development will be used for all com-
plex construction except in cases where
owner-builder method is authorized.
Development under this method is done
in accordance with §1924.6(a) of this
subpart except as modified by this
paragraph. All construction work will
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be completed under one written con-
struction contract. Guide 1, ‘“‘Contract
Documents,” of this subpart (available
in any Agency office) is provided to as-
sist Agency personnel and applicants in
assembling and reviewing contract doc-
uments for more complex construction
such as that administered under this
section.

(1) Competitive bidding methods. (A) All
construction contracts must be award-
ed on the basis of competitive bidding
unless an exception is granted in ac-
cordance with paragraph (e)(1)(vii) of
this section thereby permitting con-
tract negotiation. The applicant’s ar-
chitect should prepare the bidding doc-
uments. Public notice must be given
inviting all interested bidders to sub-
mit a bid. Prospective bidders may be
contacted asking for their bids; how-
ever, public notice is necessary so that
all local contractors have the oppor-
tunity to submit bids.

(B) A bid bond is required from each
bidder in the amount of 5 percent of
the bid price as assurance that the bid-
der will, upon acceptance of the bid,
execute the required contract docu-
ments within the time specified.

(C) The construction contract will be
awarded based on the contract cost,
and all conditions listed in the ‘‘Invi-
tation to Bid.”

(D) If advertising does not provide a
satisfactory bid in the opinion of the
applicant and the Agency, the appli-
cant shall reject all bids and will then
be free to negotiate with bidders on
anyone else to obtain a satisfactory
contract. The following conditions
must be met:

(I) The State Director determines
that the original competitive bid proc-
ess was handled in a satisfactory man-
ner and that there is no advantage to
advertising for competitive bid again.

(2) The requirements of paragraph
(e)(1)(vii) of this section are met.

(E) If there is no agreement by the
Agency and the applicant as to the
construction cost, the State Director
will cease any further action on the
preapplication and inform the appli-
cant of the right to appeal in accord-
ance with subpart B of part 1900 of this
chapter.

(i1) Contract documents. Contract doc-
uments will conform with recognized
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professional practices as prescribed in
this paragraph. Such contract docu-
ments will contain substantially the
following:

Item I Invitation for Bids (Form RD 1924-5)

Item II Information for Bidders

Item III Bid

Item IV Bid Bond

Item V Agreement (Construction Contract)

Item VI Compliance Statement (Form RD
400-6)

Item VII General Conditions

Item VIII Supplemental General Conditions

Item IX Payment Bond (exhibit F of this
subpart)

Item X Performance Bond (exhibit G of this
subpart)

Item XI Notice of Award

Item XII Notice of Proceed

Item XIII Drawings and Specifications

Item XIV Addenda

Item XV Contract Change Order (Form RD
1924-7)

Item XVI Labor
[Where applicable]

Item XVII Monthly Employment Utiliza-
tion Report (Form CC-257)

Item XVIII Partial Payment
(Form RD 1924-18)

Item XIX Builder’s Warranty (Form RD
1924-19)

(A) Substitution of term ‘‘architect”
for ‘‘engineer’” may be necessary on
some of the forms. Other modifications
may be necessary in some cases to con-
form to the nature and extent of the
project. All such contract documents
and related items will be concurred
with by the State Director, with the
assistance of OGC prior to the release
of invitations to bid.

(B) Items listed as I through IV and
item XI of paragraph (e)(1)(ii) of this
section may be omitted when an excep-
tion to the competitive bidding re-
quirement is granted in accordance
with paragraph (e)(1)(vii) of this sec-
tion, thereby permitting a negotiated
contract.

(C) All negotiated contracts shall in-
clude a provision to the effect that the
borrower, USDA, the Comptroller Gen-
eral of the United States, or any of
their duly authorized representatives,
shall have access to any books, docu-
ments, papers, and records of the con-
tractor which are directly pertinent to
a specific Federal loan program for the
purpose of making audit, examination,
excerpts, and transcriptions.

Standards Provisions

Estimate
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(D) A provision of liquidated damages
will be included in all contracts. The
liquidated damage amount must be
reasonable and represent the best esti-
mate possible of how much interest or
other costs will accrue on the loan, and
also represent any loss of rent or other
income which would result from a
delay in the completion of the project
beyond the estimated completion date.

(E) All contracts shall include a pro-
vision for compliance with the
Copeland ‘Anti-Kickback’” Act (18
U.S.C. 874) as supplemented in Depart-
ment of Labor regulations (29 CFR part
3). This Act prohibits anyone from in-
ducing any person in connection with
the construction to give up any part of
the compensation to which the person
is otherwise entitled.

(F) All contracts will contain a cer-
tification by the applicant indicating
that there is not now nor will there be
an identity of interest between the ap-
plicant and any of the following: Con-
tractor, architect, engineer, attorney,
subcontractors, material suppliers,
equipment lessors, or any of their
members, directors, officers, stock-
holders, partners, or beneficiaries un-
less specifically identified to the Agen-
cy in writing prior to the award of the
contract. All contracts must also indi-
cate that when any identity of interest
exists or comes into being, the con-
tractor agrees to have construction
costs as reported to the Agency on
Form 1924-13, ‘“‘Estimate and Certifi-
cate of Actual Cost,” audited by a Cer-
tified Public Accountant (CPA) or Li-
censed Public Accountant (LPA) li-
censed prior to December 31, 1970, who
will provide an opinion as to whether
the Form RD 1924-13 presents fairly the
costs of construction in conformity
with eligible construction costs as pre-
scribed in Agency regulations.

(G) All contracts on any form other
than Form RD 1924-6, must contain the
language of clause (D) of Form RD
1924-6, which is available in all Agency
offices. The language of clause (D) of
Form RD 1924-6 sets forth the Notice of
Requirement for Affirmative Action to
Ensure Equal Employment Oppor-
tunity required by Executive Order
11246, the Equal Opportunity clause
published at 41 CFR 60-1.4 (a) and (b),
and the Standard Federal Equal Em-
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ployment Opportunity Construction
Contract Specifications required by
Executive Order 11246. For contract
forms other than Form RD 1924-6,
Form AD 767, “Equal Employment Op-
portunity Contract Compliance No-
tices,” which can be obtained from the
Finance Office, should be attached and
made a part of the contract.

(H) All contracts will contain a pro-
vision that they are not in full force
and effect until concurred with by the
State Director or the State Director’s
delegate, in writing. Therefore, before
loan closing or before the start of con-
struction, whichever occurs first, the
State Director or the State Director’s
delegate will concur in the contract
form, content, and execution if accept-
able, by including the following para-
graph at the end of the contract:

The Agency, as potential lender or insurer
of funds to defray to costs of this contract,
and without liability for any payments
thereunder, hereby concurs in the form, con-
tent, and execution of this contract.

Date

Agency Official

Title

(I) The requirements of §1924.6
(a)(11)(iv) of this subpart apply to all
contracts or subcontracts in excess of
$10,000.

(iii) Surety. When multiple advances
of loan or grant funds are utilized, sur-
ety that guarantees both payment and
performance in the full amount of the
contract will be provided in accordance
with §1924.6(a)(3)(ii) of this subpart. Ex-
ceptions to the surety requirements
shall be governed by the following:

(A) In accordance with the guidance
and recommendations of OMB Circu-
lars A-102 and A-110, exceptions to the
surety requirements of §1924.6(a)(3)(ii)
of this subpart will not be granted for
nonprofit organization or public body
applicants.

(B) For loans or grants to applicants
other than non-profit organizations or
public bodies that are within the State
Director’s approval authority, the
State Director may, upon request of
the borrower or grantee, grant excep-
tions to the surety requirements in ac-
cordance with the provisions of
§1924.6(a)(3)(iii) of this subpart. Before
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granting such an exception, however,
the State Director should be provided
the following information from the
proposed contractor in order to fully
evaluate the experience and capabili-
ties of the contractor:

(I) A resume indicating the contrac-
tor’s history, ability and experience.

(2) A current, dated and signed finan-
cial statement of the contractor’s oper-
ations indicating the payment status
of accounts and any contingent liabil-
ities that may exist. Agency personnel
will be responsible for analyzing the fi-
nancial statement as to the sufficiency
of the contractor’s financial capability
to carry out construction. The finan-
cial strength must demonstrate the
ability of the contractor to pay all bills
prior to receiving periodic draws of
funds from the lender.

(3) A credit report (obtained at no ex-
pense to the Agency) attesting to the
contractor’s credit standing.

(4) A listing of trade references that
could be contacted to substantiate the
contractor’s experience and good
standing.

(5) Statements from owners for whom
the contractor has done similar work,
indicating the scope of the work and
the owner’s evaluation of the contrac-
tor’s performance.

(C) For loans or grants to applicants
other than non-profit organization or
public bodies that are in excess of the
State Director’s approval authority,
the State Director may request Na-
tional Office authorization to grant
one of the exceptions to the surety re-
quirements as indicated in
§1924.6(a)(3)(iii) of this subpart. The
following information must be sub-
mitted with the request to the Na-
tional Office:

(I) An explanation of why interim fi-
nancing is not available.

(2) An explanation of why the pro-
posed contractor cannot obtain surety
bonds meeting the requirements of
§1924.6(a)(3)(ii) of this subpart.

(3) The information listed in para-
graph (e)(1)(iii)(B) of this section.

(4) The drawings and specifications
for the proposed project, together with
the comments of the State architect/
engineer.

(5) The applicant’s written request
for an exception.
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(6) An explanation of why the re-
quirements of §1924.6(a)(3)(iii) (A) or
(B) of this subpart cannot be met in
those cases where the State Director
requests authorization to grant an ex-
ception as indicated in
§1924.6(a)(3)(iii)(C) of this subpart.
When such a request is made, the docu-
mentation required of the contractor
under the provision must also be for-
warded.

(7) The State Director’s recommenda-
tion.

(D) Adequate steps will be taken to
protect the interests of the borrower
and the government in accordance with
the payment provisions of
§1924.6(a)(12)(i) of this subpart and any
alternative as outlined in
§1924.6(a)(3)(iii)(c) of this subpart.

(iv) Contract cost breakdown. In any
case where the loan approval official
feels it appropriate, and prior to the
award or approval of any contract in
which there is an identity of interest
as defined in §1924.4 (i) of this subpart,
the contractor and any subcontractor,
material supplier or equipment lessor
sharing an identity of interest must
provide the applicant and the Agency
with a trade-item cost breakdown of
the proposed contract amount for eval-
uation. The cost of any surety as re-
quired by §1944.222 (h) and (i) of subpart
E of part 1944 of this chapter and
§1924.6(a)(3) of this subpart, or cost cer-
tification as required by paragraph
(e)(1)(v) of this section, will be included
in the proposed contract amount and
shown under General Requirements on
Form RD 1924-13, which is available in
all Agency offices. Agency personnel
will be responsible for reviewing the es-
timates on Form RD 1924-13 to deter-
mine if the dollar amounts total cor-
rectly, to assure that costs are cat-
egorized under their appropriate col-
umns, and to confirm that the esti-
mated costs for all line items are rea-
sonable and customary for the State.

(v) Cost certification. Whenever the
State Director determines it appro-
priate, and in all situations where
there is an identity of interest as de-
fined in §1924.4(i) of this subpart, the
borrower, contractor and any subcon-
tractor, material supplier, or equip-
ment lessor having an identity of inter-
est must each provide certification
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using Form RD 1924-13 as to the actual
cost of the work performed in connec-
tion with the construction contract.
The construction costs, as reported on
Form RD 1924-13, must also be audited,
in accordance with Government Audit-
ing Standards, by a CPA, or LPA li-
censed on or before December 31, 1970.
In addition, certain agreed upon proce-
dures (available in any Agency office)
will be performed in accordance with
Attestation Standards. In some cases,
the Agency will contract directly with
a CPA or LPA for the cost certifi-
cation. In that event, documentation
necessary to have the costs of con-
struction certified by an Agency con-
tractor that they were the actual costs
of the work performed, as reported on
Form RD 1924-13, will be provided.
Funds which were included in the loan
for cost certification and which are ul-
timately not needed because Agency
contracts for the cost certification will
be returned on the loan. Agency per-
sonnel will utilize exhibit M of this
subpart (available in any Agency of-
fice) and Form RD 1924-26, ‘‘Cost Cer-
tification Worksheet,” to assist in the
evaluation of the cost certification
process.

(A) Prior to the start of construction,
the borrower, contractor and any sub-
contractor, material supplier, or equip-
ment lessor sharing an identity of in-
terest must submit, to the CPA or
LPA, the accounting system that the
borrower, contractor, subcontractor,
material supplier or equipment lessor
and/or the CPA or LPA proposes to set
up and use in maintaining a running
record of the actual cost. In order to be
acceptable, the borrower must provide
a written assertion that it has an ac-
counting system that is suitably de-
signed to provide for a trade-item basis
comparison of the actual cost as com-
pared to the estimated cost submitted
on Form RD 1924-13. Costs pertaining
to a specific line item will be set up in
the accounting system for that par-
ticular account. For instance, only
costs of materials, supplies, equipment,
and labor associated with concrete will
be shown in the concrete account. The
accounting system must also restrict
costs to those pertaining to a specific
project so that costs from multiple
projects will not be co-mingled. The
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independent CPA or LPA shall report
on the borrower’s assertion in accord-
ance with the Standards for Attesta-
tion Engagements of the American In-
stitute of Certified Public Accountants
(AICPA). The borrower’s and the CPA
or LPA’s reports on the accounting
system shall be provided to the Agency
by the borrower.

(B) Prior to final payment to anyone
required to cost certify, a trade-item
breakdown showing the actual cost
compared to the estimated cost must
be provided to the owner and the Agen-
cy. Form RD 1924-13 is the form of
comparative breakdown that must be
used, and contains the certifications
required of the applicant and con-
tractor prior to final payment. The
amounts for builder’s general overhead,
builder’s profit, and general require-
ments, respectively, shall not exceed
the amounts represented on the esti-
mate of cost breakdown provided in ac-
cordance with paragraph (e)(1)(iv) of
this section for any contractor, subcon-
tractor, material supplier, or equip-
ment lessor having or sharing an iden-
tity of interest with the borrower. The
amounts for general overhead, builder’s
profit, and general requirements must
be established prior to the Agency ap-
proving the construction contract and
will not be changed during the course
of construction. This applies to all con-
tractors, subcontractors, material sup-
pliers, or equipment lessors having or
sharing an identity of interest with the
applicant. Contract change orders will
be processed to adjust the contract
amount downward prior to the final
payment to the contractor, if nec-
essary, to assure that the amounts
shown in the certificate of actual costs
do not exceed the amounts represented
in the contract cost breakdown. Reduc-
tion in the builder’s profit, and general
overhead if needed, will counterbalance
any increase reflected in the contract
costs. Any funds remaining as a result
of hard cost savings will be applied to
the account as an extra payment or
used for eligible loan purposes ap-
proved by the Agency as long as the
improvements are genuinely needed
and will enhance marketability of the
project. All increases or decreases of 15
percent or more in line item costs will
require documentation as to the reason
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for the increases and/or decreases. The
State Director may require documenta-
tion for increases and/or decreases of
less than 15 percent, if he/she deter-
mines it necessary. This information
will be required with the cost certifi-
cation.

(C) The CPA or LPA audit, performed
in accordance with Government Audit-
ing Standards, will include such tests
of the accounting records and such
other auditing procedures of the bor-
rower and the contractor (and any sub-
contractor, material supplier or equip-
ment lessor sharing an identity of in-
terest) concerning the work performed,
services rendered, and materials sup-
plied in accordance with the construc-
tion contract he/she considers nec-
essary to express an opinion on the
construction costs as reported on Form
RD 1924-13. The CPA or LPA shall also
perform the additional agreed upon
procedures specified by the Agency
(available in any Agency office), per-
formed in accordance with Attestation
Standards, for the applicant and the
contractor (and any subcontractor, ma-
terial supplier, or equipment lessor
sharing an identity of interest) con-
cerning the work performed, services
rendered, and materials supplied in ac-
cordance with the construction con-
tract.

(D) Upon completion of construction
and prior to final payment, the CPA or
LPA will provide an opinion con-
cerning whether the construction
costs, as reported on Form RD 1924-13,
present fairly the costs of construction
in conformity with eligible construc-
tion costs as prescribed in Agency reg-
ulations.

(BE) In some cases, cost certification
will be obtained by the Agency through
direct contract with the CPA or LPA.
The borrower and his/her CPA or LPA
will cooperate fully with the contract
CPA or LPA by providing all docu-
mentation necessary to conduct the
certification. The Agency reserves the
right to determine, upon receipt of the
certified Form RD 1924-13 and the audi-
tor’s report, whether they are satisfac-
tory to the Agency. If not satisfactory
to the Agency, the borrower will be re-
sponsible for providing additional in-
formation.
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(F) There will exist no business rela-
tionship between the CPA or LPA and
the borrower except for the perform-
ance of the examination of the cost
certification, accounting systems
work, and tax preparation. Any CPA or
LPA who acts as the borrower’s ac-
countant (performing manual or auto-
mated bookkeeping services or main-
tains the official accounting records)
will not be the same CPA or LPA who
cost certifies the project.

(G) Forms RD 1944-30, ‘‘Identity of
Interest (IOI) Disclosure Certificate”
and RD 1944-31, ‘“‘Identity of Interest
(IOI) Qualification Form,” provide
written notification to the borrower
that willful and intentional falsifica-
tion of cost certification documents
will result in debarment of all violators
in accordance with the provisions of
RD Instruction 1940-M (available in
any Agency office). These forms re-
quire the disclosure of all identities of
interest associated with project con-
struction, certify the entity’s ability
to provide the contracted service, and
cite the penalties for failure to disclose
or falsify such certification. Each ap-
plicant/borrower will be required to
complete and sign the forms (available
in any Agency office).

(H) (Subcontracting development work.
(I) Contractors will not be allowed to
obtain a profit and overhead unless
they are performing actual construc-
tion. ‘‘Actual construction” means
“work” as defined in American Insti-
tute of Architects (AIA) documents:
‘% % * Jabor, materials, equipment, and
services provided by the contractor to
fulfill the contractor’s obligations.”
Under this definition, contractors who
choose to subcontract out construction
of the project to another contractor
will not obtain a builder’s fee (general
overhead and profit) when:

(i) More than 50 percent of the con-
tract sum in the construction contract
is subcontracted to one subcontractor,
material supplier, or equipment lessor,
and/or

(i) Seventy-five percent or more with
three or fewer subcontractors, material
suppliers and/or equipment lessors.

(2) NOTE: If two or more subcontrac-
tors have common ownership, they are
considered as one subcontractor.

(3) How to apply rule:
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(1) The 50 percent rule will apply
when division of the amount of the
largest subcontract by the contract
sum of the construction contract re-
sults in more than 50 percent.

(i1) The 75 percent rule will apply
when division of the sum of the
amounts of the three largest sub-
contracts by the contract sum of the
construction contract results in 75 per-
cent or more.

(I) (Qualified contracting entities. Con-
tractors, subcontractors, material sup-
pliers, and any other individual or or-
ganization sharing an identity of inter-
est and providing materials or services
for the project must certify that it is a
viable, ongoing trade or business quali-
fied and properly licensed to undertake
the work for which it intends to con-
tract. Form RD 1944-31 will be prepared
and executed by the contracting enti-
ties. The form provides notification to
the entities of the penalty, under law,
for erroneously certifying to the state-
ments contained therein. Debarment
actions will be instituted against enti-
ties who fail to disclose an identity of
interest in accordance with the provi-
sions of RD Instruction 1940-M (avail-
able in any Agency office).

(vi) Method of payments. Partial pay-
ments may be requested in accordance
with the terms of the construction con-
tract on Form RD 1924-18, ‘‘Partial
Payment Estimate,” or other profes-
sionally recognized form that contains
the architect’s certification, approval
of the owner, and conditional accept-
ance of the Agency as shown in Form
RD 1924-18.

(A) If interim financing is available
at reasonable rates and terms for the
construction period, such financing
shall be obtained. exhibit B of subpart
E of part 1944 of this chapter shall be
used to inform the interim lender that
the Agency will not close its loan until
the project is substantially complete,
ready for occupancy, evidence is fur-
nished indicating that all bills have
been paid or will be paid at loan closing
for work completed on the project, all
inspections have been completed and
all required approvals have been ob-
tained from municipal and govern-
mental authorities having jurisdiction
over the project.
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Upon presentation of proper partial
payment estimates approved by the ap-
plicant and accepted by the Agency,
the interim lender may advance con-
struction funds in accordance with the
payment terms of the contract. It is
suggested that partial payments not
exceed 90 percent of the value of work
in place and materials suitably stored
on site.

(B) When interim financing is not
available, payments will be made in ac-
cordance with §1924.6(a)(12) of this sub-
part.

(vii) Ezxception to competitive bidding—
(A) For all applicants. An applicant may
negotiate a construction contract pro-
vided the State Director grants an ex-
ception and documentation shows that:

(I) The contract price is competitive
with other projects similar in construc-
tion and design being built in the area.

(2) The proposed contractor is experi-
enced in construction of projects of
similar size, scope, and complexity,
and is recognized as a reliable builder.

(3) The proposed development work
meets all requirements of this subpart.

(4) If appropriate for nonprofit orga-
nizations and public bodies, the appli-
cant provides a copy of a duly author-
ized resolution by its governing body
requesting the Agency to permit
awarding the construction -contract
without formal bidding.

(5) The applicant is permitted by
state law, local law and/or organiza-
tional by-laws to negotiate a construc-
tion contract.

(6) The requirements of paragraphs
(e)(1) (ii), (iii), (iv) and (v) of this sec-
tion are met.

(B) In considering an exception to
competitive bidding, the following ad-
ditional steps will be taken in all cases.

(1) If, after a full review of the case
documents by the appropriate members
of the State Office staff, the State Di-
rector determines that the require-
ments have been met and the costs are
reasonable, an exception to competi-
tive bidding may be granted. Written
documentation of the State Office re-
view results will be placed in the appli-
cation file.

(2) If after the full review by the
State Office staff, the State Director
determines that the negotiated con-
tract price is not competitive with
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other similar projects in construction
and design being built in the area, the
applicant will be requested to competi-
tively bid the construction of the
project in accordance with paragraph
(e)(1)(i) of this section.

(3) If there is no agreement by the
Agency and the applicant as to the
construction cost, the State Director
will cease any further action on the
preapplication and inform the appli-
cant of the right to appeal in accord-
ance with subpart B of part 1900 of this
chapter.

(C) Any requests for exceptions to
competitive bidding that are not cov-
ered in this section may be submitted
to the National Office for consider-
ation.

(viil) Ezception to contract method—
public body. With the approval of the
National Office, the State Director
may grant to a public body an excep-
tion to the requirement for using con-
tract method construction under the
following circumstances:

(A) The loan or grant is for repair or
rehabilitation of existing facilities and
it is not practicable to perform all
work by the contract method.

(B) The applicant has the managerial
ability and qualified employees nec-
essary to complete the work success-
fully.

(C) That applicant submits a written
request to the District Director indi-
cating:

(I) The scope of work and construc-
tion timetable;

(2) What phases of work can be con-
tracted and what cannot;

(3) Why is it not practicable to con-
tract all phases;

(4) Management ability and employee
qualifications for performing the work;

(5) Proposed method of fund control
and frequency of payments;

(6) How changes in scope of work and
construction timetable will be ap-
proved; and,

(7) Proposed method of certifying
progress and requesting payments.

(D) The request, recommendations of
the District Director, appropriate
members of the State Office staff and
the State Director and the application
file will be sent to the National Office.

(2) Owner-builder method. This method
of development is used only when re-
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quested by profit or limited profit RRH
applicants when the applicant or any of
its controlling principals (such as
stockholders, members, partners other
than limited partners, directors, or of-
ficers), are general contractors by pro-
fession, and will serve as the builder of
the project without a written construc-
tion contract. The State Director may
make an exception to the contract
method of construction and authorize
proceeding by the owner-builder meth-
od of construction in accordance with
the provisions of this section if the
amount of the loan(s) does not exceed
the State Director’s approval author-
ity. For projects over the State Direc-
tor’s authority, prior written consent
of the National Office is required. In
such cases, the drawings, specifica-
tions, cost estimates, copy of the State
Architect/Engineer’s review and de-
tailed information on the applicant’s
qualifications will be submitted to the
National Office along with the State
Director’s recommendations.

(i) The applicant’s request to con-
struct a project by the owner-builder
method of construction shall be in the
form of a letter giving specific and de-
tailed information concerning the
owner-builder’s proposal, and the quali-
fications and past experience of the
owner-builder. The following informa-
tion must be included with the request:

(A) A resume indicating the owner-
builder’s history, ability, and experi-
ence.

(B) Dated and signed financial state-
ments on the owner-builder’s operation
(including balance sheets and state-
ments of income and expense) from
current and prior years indicating the
payment status of the owner-builder’s
accounts and any contingent liabilities
that may exist. Agency personnel will
be responsible for analyzing the finan-
cial statement as to the sufficiency of
the owner-builder’s financial capability
to carry out construction. The finan-
cial strength must demonstrate the
ability of the owner-builder to pay all
bills prior to receiving periodic draws
of funds from the lender.

(C) A written, dated, and signed
statement agreement to provide any
funds necessary in excess of the appli-
cant’s contribution and the loan
amount to complete the project.
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(D) A credit report (obtained at no
expense to the Agency) attesting to the
owner-builder’s credit standing.

(E) A listing of trade references that
could be contacted to substantiate the
owner-builder’s experience and good
standing.

(F) Statements from other persons
for whom the owner-builder has done
similar work, indicating the scope of
the work and that person’s evaluation
of the owner-builder’s performance.

(G) A current, dated, and signed
trade-item cost breakdown of the esti-
mated total development cost of the
project which has been prepared by the
applicant/owner-builder. Form RD 1924
13 will be used for this purpose. If cost
certification services are required by
the Agency, the cost of such services
may be included in the total develop-
ment cost of the project. Any subcon-
tractor, material supplier, or equip-
ment lessor sharing an identity of in-
terest with the applicant/owner-builder
as defined in §1924.4(i) of this subpart
must also provide a trade-item cost
breakdown of the proposed amount.

(H) Prior to the start of construction,
the owner-builder and any subcon-
tractor, material supplier, or equip-
ment lessor sharing an identity of in-
terest must submit, to the CPA or
LPA, the accounting system that the
owner-builder, subcontractor, material
supplier or equipment lessor and/or the
CPA or LPA proposes to set up and use
in maintaining a running record of the
actual cost. In order to be acceptable,
the owner-builder must provide a writ-
ten assertion that it has an accounting
system that is suitably designed to
provide for a trade-item basis compari-
son of the actual cost as compared to
the estimated cost submitted on Form
RD 1924-13. Costs pertaining to a spe-
cific line item will be set up in the ac-
counting system for that particular ac-
count. For instance, only costs of ma-
terials, supplies, equipment, and labor
associated with concrete will be shown
in the concrete account. The account-
ing system must also restrict costs to
those pertaining to a specific project so
that costs from multiple projects will
not be co-mingled. The independent
CPA or LPA shall report on the owner-
builder’s assertion in accordance with
the Standards for Attestation Engage-
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ments of the AICPA. The owner-build-
er’s and the CPA or LPA’s reports on
the accounting system shall be pro-
vided to the Agency by the owner-
builder.

(I) A written, dated, and signed state-
ment agreeing to permit U.S. Depart-
ment of Agriculture, the Comptroller
General of the United States, or any of
their duly authorized representatives,
to have access to any books, docu-
ments, papers, and records which are
directly pertinent to the specific Fed-
eral program for the purpose of making
audit, examination, excerpts and tran-
scriptions.

(ii) In order to grant an exception to
the contract method of construction
and proceed with the owner-builder
method of construction, the State Di-
rector must determine that the fol-
lowing conditions exist:

(A) The applicant or at least one of
its principals is a fully qualified and li-
censed (if necessary under applicable
local law) builder by profession, has
adequate experience in constructing
the type of units proposed as well as
projects of similar size, scope, and
complexity and will be able to com-
plete the work in accordance with the
Agency approved drawings and speci-
fications.

(B) Based upon the information pre-
sented in the applicant’s financial
statements, the applicant is presently
able and is likely to continue to be able
to provide any funds necessary in ex-
cess of the applicant’s contribution and
the loan amount to complete the
project.

(C) The total development cost of the
project does not exceed that which is
typical for similar type projects in the
area. The total development cost rec-
ognized by the Agency for each indi-
vidual case will be determined by the
MFH Coordinator with the advice of
the State Architect.

(D) The owner-builder has provided
sufficient information on all contracts
or subcontracts in excess of $10,000 to
permit compliance with
§1924.6(a)(11)(iv) of this subpart.

(iii) In addition to the requirements
for the State Director to authorize the
owner-builder method of construction
as indicated in §1924.13(e)(2) (i) and (ii)
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of this subpart, the following addi-
tional steps will be taken by the State
Director.

(A) If, after a full review of the case
documents by the appropriate members
of the State Office staff, the State Di-
rector determines that the require-
ments have been met and the construc-
tion cost is reasonable, an exception to
competitive bidding may be granted.
Written documentation of the State Of-
fice review results will be placed in the
application file.

(B) If, after the full review by the
State Office staff, the State Director
determines that the construction cost
is not competitive with other similar
projects in construction and design
being built in the area, the applicant
will be requested to competitively bid
the construction of the project in ac-
cordance with paragraph (e)(1)(i) of
this section.

(C) If there is no agreement by the
Agency and the applicant as to con-
struction cost and the applicant is not
agreeable to any of the aforementioned
alternatives, the State Director will
cease any further action on the
preapplication and inform the appli-
cant of the right to appeal, in accord-
ance with subpart B of part 1900 of this
chapter.

(iv) The development cost of the
project may include a typical allow-
ance for general overhead, general re-
quirements and a builder’s profit.
These amounts may be determined by
local investigation and also from HUD
data for the area. The applicant/owner-
builder and any subcontractors, mate-
rial suppliers and equipment lessors
having or sharing an identity of inter-
est with the applicant/owner-builder
may not be permitted a builder’s prof-
it, general overhead, and general re-
quirements which exceed the amounts
represented on their cost breakdown.

(v) Under no circumstances will loan
funds be used to pay the owner/builder
or its stockholders, members, directors
or officers, directly or indirectly, any
profits from the construction of the
project except a typical builder’s fee
for performing the services that would
normally be performed by a general
contractor under the contract method
of construction. Discounts and rebates
given the owner-builder in advance
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must be deducted before the invoices
are paid. If discounts or rebates are
given after the invoices are paid, the
funds must be returned to the super-
vised bank account or applied on the
interim construction loan, as appro-
priate. Under no circumstances will the
dollar amount be placed in the reserve
account.

(vi) The plan and specifications must
be specific and complete so that there
is a clear understanding as to how the
facility will be constructed and the
materials that will be used.

(vii) When architectural services are
required by §1924.13(a) during the con-
struction and warranty phases they
must be provided by an architect who
has no identity of interest with the ap-
plicant/owner-builder. The services to
be rendered during the construction
and warranty phases include, but are
not limited to inspections, changes in
the scope of project or work to be done,
administration of construction ac-
counts, rejection of work and materials
not conforming to the Agency approved
drawings and specifications, and other
appropriate service listed in
§1924.13(a)(5) (v) and (vi) of this sub-
part.

(viii) The applicant/owner-builder
and any subcontractor, material sup-
plier, or equipment lessor sharing an
identity of interest as defined in
§1924.4(i) of this subpart must each pro-
vide certification as to the actual cost
of the work performed in connection
with the construction of the project on
Form RD 1924-13 prior to final pay-
ment. The construction costs, as re-
ported on Form RD 1924-13, must be au-
dited by a CPA, or LPA licensed on or
before December 31, 1970, in accordance
with Government Auditing Standards,
and certain agreed upon procedures
(available in any Agency office) per-
formed in accordance with Attestation
Standards. In some cases, FmHA or its
successor agency under Public Law 103—
354 will contract directly with a CPA
or LPA for the cost certification. In
that event, documentation necessary
to have the costs of construction cer-
tified by an Agency contractor that
they were the actual costs of the work
performed, as reported on Form RD
1924-13, will be provided. Funds which
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were included in the loan for cost cer-
tification and which are ultimately not
needed because Agency contracts for
the cost certification will be returned
on the loan.

(A) The CPA or LPA’s audit, per-
formed in accordance with Government
Auditing Standards, will include such
tests of the accounting records and
such other auditing procedures of the
applicant/owner-builder (and any sub-
contractor, material supplier, or equip-
ment lessor sharing an identity of in-
terest) concerning the work performed,
services rendered, and materials sup-
plied in connection with the construc-
tion of the project he/she considers nec-
essary to express an opinion on the
construction costs as reported on Form
RD 1924-13. Upon completion of con-
struction and prior to final payment,
the CPA or LPA will provide an opin-
ion as to whether the construction
costs as reported on Form RD 1924-13
present fairly the costs of construction
in conformity with eligible construc-
tion costs as prescribed in Agency reg-
ulations. The Agency reserves the right
to determine, upon receipt of the cer-
tified Form RD 1924-13 and the audi-
tor’s report, whether they are satisfac-
tory to the Agency. At a minimum, the
CPA or LPA shall also perform any ad-
ditional agreed upon procedures (avail-
able in any Agency office) specified by
the Agency, performed in accordance
with Attestation Standards, of the
owner-builder (and any subcontractor,
material supplier, or equipment lessor
sharing an identity of interest) con-
cerning the work performed, services
rendered, and materials supplied in
connection with the construction.
There will exist no business relation-
ship between the CPA or LPA and the
borrower except for the performance of
the examination of the cost certifi-
cation, accounting systems work, and
tax preparation. Any CPA or LPA who
acts as the borrower’s accountant (per-
forming manual or automated book-
keeping services or maintains the offi-
cial accounting records) will not be the
same CPA or LPA who cost certifies
the project.

(B) Prior to final payment to anyone
required to cost certify, the Agency
must be provided with a certification
and a trade-item breakdown showing
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the actual cost compared to the esti-
mated cost furnished in accordance
with paragraph (e)(2)(1)(G) of this sec-
tion. Form RD 1924-13 is the form of
comparative breakdown that must be
used, and contains the certification re-
quired of the applicant/owner-builder
prior to final payment. The amounts
for builder’s general overhead, general
requirements, and builder’s profit shall
not exceed the amounts represented on
the estimate of cost breakdown pro-
vided in accordance with paragraph
(e)(2){)G) of this section for the
owner-builder or any subcontractor,
material supplier, or equipment lessor
having or sharing an identity of inter-
est with the applicant/owner-builder.
Final payment to the owner-builder
will be adjusted, if necessary, to assure
that the amounts shown on the certifi-
cate of actual cost do not exceed the
amounts represented on the cost break-
down. Any funds remaining as a result
of hard cost savings will be applied to
the account as an extra payment or
used for eligible loan purposes ap-
proved by the Agency as long as the
improvements are genuinely needed
and will enhance marketability of the
project. All increases or decreases of 15
percent or more in line item costs will
require documentation as to the reason
for the increases or decreases. The
State Director may require documenta-
tion for increases or decreases of less
than 15 percent, if he/she determines it
necessary. This information will be re-
quired with the cost certification.

(©) Subcontracting development
work.

(I) Owner-builders will not be allowed
to obtain a profit and overhead unless
they are performing actual construc-
tion. ‘‘Actual construction” means
“work” as defined in AIA documents:
‘% * * labor, materials, equipment, and
services provided by the contractor to
fulfill the contractor’s obligations.”
Under this definition, owner-builders
who choose to subcontract out con-
struction of the project to another con-
tractor will not obtain a builder’s fee
(general overhead and profit) when:

(1) More than 50 percent of the total
cost of the building construction is
subcontracted to one subcontractor,
material supplier, or equipment lessor,
and/or
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(i) Seventy-five percent or more with
three or fewer subcontractors, material
suppliers, and/or equipment lessors.

(2) NoTE: If two or more subcontrac-
tors have common ownership, they are
considered as one subcontractor.

(3) How to apply rule:

(i) The 50 percent rule will apply
when division of the amount of the
largest subcontract by the total
amount of the building cost results in
more than 50 percent.

(ii) The 75 percent rule will apply
when division of the sum of the
amounts of the three largest sub-
contracts by the total building cost re-
sults in 75 percent or more.

(D) Qualified contracting entities.
Contractors, subcontractors, material
suppliers, and any other individual or
organization sharing an identity of in-
terest and providing materials or serv-
ices for the project must certify that it
is a viable, ongoing trade or business
qualified and properly licensed to un-
dertake the work for which it intends
to contract. Form RD 1944-31 will be
prepared and executed by the con-
tracting entities. The form provides
notification to the entities of the pen-
alty, under law, for erroneously certi-
fying to the statements contained
therein. Debarment actions will be in-
stituted against entities who fail to
disclose an identity of interest in ac-
cordance with the provisions of RD In-
struction 1940-M (available in any
Agency office).

(ix) Requests for payment for work
performed by the owner-builder meth-
od, shall be permitted to the Agency
District Director for review and ap-
proval prior to each advance of funds in
order to insure that funds are used for
authorized purposes. Requests for pay-
ment shall be made on Form RD 1924-
18 or other professionally recognized
form containing the following certifi-
cation to the Agency:

The undersigned certifies that the work
has been carefully inspected and to the best
of their knowledge and belief, the quantities
shown in this estimate are correct and the
work has been performed in accordance with
the contract documents.

(Name of Architect)
By:

(Title (Date)
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Approved by Owner’s Representative: By:

(Title)
Accepted by Agency Representative: By:

(Title)

The review and acceptance of partial pay-
ment estimates by the Agency does not at-
test to the correctness of the quantities
shown or that the work has been performed
in accordance with the plans and specifica-
tions.

(A) If interim financing is available
at reasonable rates and terms for the
construction period, such financing
shall be obtained. Exhibit B of subpart
E of part 1944 of this chapter shall be
used to inform the interim lender that
the Agency will not close its loan until
the project is complete, ready for occu-
pancy, evidence is furnished indicating
that all bills have been paid for work
completed on the project, all inspec-
tions have been completed and all re-
quired approvals have been obtained
from any governmental authorities
having jurisdiction over the project.
Upon presentation of proper partial
payment estimates containing an esti-
mate of the value of work in place
which has been prepared and executed
by the owner-builder, certified by the
applicant’s architect, and accepted by
the Agency, the interim lender may ad-
vance construction funds in accordance
with the provisions of this section. It is
suggested that the partial payment not
exceed 90 percent of the value of work
in place and material suitably stored
on site.

(B) If interim financing is not avail-
able, partial payments not to exceed 90
percent of the value of work in place
and materials suitably stored on site
may be made to the owner-builder for
that portion of the estimated cost of
development guaranteed by a letter of
credit or deposits meeting the require-
ments of §1924.6(a)(3)(iii) (A), (B) or (C)
of this subpart. Partial payments may
not exceed 60 percent of the value of
work in place in all other cases. The
determination of the value of work in
place will be based upon an application
for payment containing an estimate of
the value of work in place which has
been prepared and executed by the
owner-builder, certified by the bor-
rower’s architect, and accepted by the
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Agency. Prior to receiving the first
partial payment, the owner-builder
must submit a schedule of prices or
values of the various trades or phases
of the work aggregating the total de-
velopment cost of the project as re-
quired in §1924.13(e)(2)(i) (G) and (H) of
this subpart. Each application for pay-
ment must be based upon this schedule,
and show the total amount owed and
paid to date for materials and labor
procured in connection with the
project. With each application for pay-
ment, the owner-builder must also sub-
mit evidence showing how the re-
quested partial payment is to be ap-
plied, evidence showing that previous
partial payments were properly ap-
plied, and a signed statement from the
applicant’s attorney, title insurance
company, or local official in charge of
recording documents certifying that
the public records have been searched
and that there are no liens of record.
When the District Director has reason
to believe that partial payments may
not be applied properly, checks will be
made payable to persons who furnish
materials and labor for eligible pur-
poses in connection with the project.

(x) Under no circumstances shall
funds be released for final payment or
to pay any items of the builder’s profit
until the project is 100 percent com-
plete, ready for occupancy, and the
owner-builder has completed and prop-
erly executed Form RD 1924-13 or com-
plied with the cost certification proce-
dures of §1924.13(e)(2)(viii) of this sub-
part.

[62 FR 8002, Mar. 13, 1987; 52 FR 26139, July 13,
1987, as amended at 53 FR 2155, Jan. 26, 1988;
59 FR 6882, Feb. 14, 1994; 61 FR 56116, Oct. 31,
1996]

§§1924.14-1924.48 [Reserved]

§1924.49 State supplements.

State Supplements or policies will
not be issued or adopted to either sup-
plement or set requirements different
from those of this subpart, unless spe-
cifically authorized in this subpart,
without prior written approval of the
National Office.

§1924.50 OMB control number.

The reporting and recordkeeping re-
quirements contained in this regula-
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tion have been approved by the Office
of Management and Budget (OMB) and
have been assigned OMB control num-
ber 0575-0042. Public reporting burden
for this collection of information is es-
timated to vary from 5 minutes to 4
hours per response, with an average of
37 minutes per response, including time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing this
burden, to U.S. Department of Agri-
culture, Clearance Officer, OIRM, AG
Box 7630, Washington, DC 20250; and to
the Office of Management and Budget,
Paperwork Reduction Project (OMB
#0575-0042), Washington, DC 20503.

[59 FR 6885, Feb. 14, 1994]
EXHIBIT A TO SUBPART A OF PART 1924—

ESTIMATED BREAKDOWN OF DWELL-
ING COSTS FOR ESTIMATING PARTIAL

PAYMENTS
[In percent]
With With With
slab on crawl base-
grade space ment
1. Excavation .........cccceeeeune 3 5 6
2. Footings, foundations col-

UMNS oo 8 8 11
3. Floor slab or framing ....... 6 4 4
4. Subflooring .......ccccceeueueneee 0 1 1
5. Wall framing, sheathing .. 7 7 6
6. Roof and ceiling framing,

sheathing .... 6 6 5
7. Roofing 5 4
8. Siding, exterior trim,

POrches ......cccccvvevveenuenens 7 7 6
9. Windows and exterior

dOOrs ..o 9 9 8
10. Plumbing—roughed in ... 3 2 3
11. Sewage disposal ........... 1 1 1
12. Heating—roughed in ..... 1 1 1
13. Electrical—roughed in ... 2 2 2
14. Insulation 2 2 2
15. Dry wall or plaster ......... 8 8 7
16. Basement or porch floor,

StEPS i 1 1 6
17. Heating—finished .. 3 3
18. Flooring 5
19. Interior carpentry, trim,

dOOrs ..o 6 6 5
20. Cabinets and counter

tops 1 1 1
21. Interior painting . 4 4 3
22. Exterior painting ............ 1 1 1
23. Plumbing—complete fix-

tUres ..o 4 4 3
24. Electrical—complete fix-

tures 1 1 1
25. Finish hardware ............. 1 1 1
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[In percent]

With With With

slab on crawl base-

grade space ment
26. Gutters and downspouts 1 1 1

27. Grading, paving, land-

SCAPING .oveeeerreieieieieicane 3 3 3
Total .o 100 100 100

EXHIBIT B TO SUBPART A OF PART 1924—
REQUIREMENTS FOR MODULAR/
PANELIZED HOUSING UNITS

For the benefit of the Agency this exhibit
prescribes evaluation, acceptance, inspection
and certification procedures formodular/
panelized housing units proposed for use in
Agency Rural Housing programs. It applies
to proposed development packages provided
either under a contract between an Agency
borrower and a single contractor or under a
conditional commitment. This exhibit also
describes the use of background information
available through the Department of Hous-
ing and Urban Development (HUD) for anal-
ysis of manufactured products. This exhibit
also applies to the evaluation of manufac-
tured farm service buildings in paragraph XI,
below. For the purpose of this exhibit, Coun-
ty Supervisor and County Office also mean
District Director and District Office, respec-
tively.

1. Applicable Standards and Manuals.

A. The HUD Handbook 4950.1, Technical
Suitability of Products Program Technical
and Processing Procedures, must be followed
by housing manufacturers to obtain accept-
ance of their products. Acceptance docu-
ments issued by HUD include: Structural En-
gineering Bulletins (SEB) on a national
basis, Area Letters of Acceptance (ALA)
which when accepted by all Area HUD Of-
fices in a HUD region will, in essence, be-
come Regional Letters of Acceptance (RLA),
Truss Connector Bulletins (TCB): and, Me-
chanical Engineering Bulletins (MEB). These
documents as well as the Use of Material
Bulletins (UM) and Materials Release Bul-
letins (MR) are addendums to the HUD Min-
imum Property Standards (MPS), Under
handbook guidelines, HUD also examines
state agency regulations concerning design,
construction and labeling of modular/
panelized housing units and designates those
states having procedures acceptable for use
under HUD programs. Modular/panelized
housing produced in these states is called
Category III and is considered technically
suitable for use without further structural
analysis.

B. All Agency Offices should maintain a
close working relationship with each HUD
office in their jurisdiction to assure coordi-
nation. Any deviations in structure, mate-
rials or design from HUD acceptance docu-
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ments must comply with one of the other ap-
plicable development standards.

II. Modular Housing Units that Require
Factory Inspections.

Only those types which cannot be com-
pletely inspected on site are required to ob-
tain acceptance from HUD. Those that re-
ceive acceptance will be periodically factory
inspected by HUD or HUD’s designated agen-
cy, usually about every 6 months.

III. Panelized Housing Units that Do Not
Require Factory Inspections.

A. Housing completely assembled on the
building site does not require HUD accept-
ance. This includes housing that is manufac-
tured but is assembled on the site such as:
Precut pieces, log wall houses, trussed roof
rafters or floor trusses; open panel walls, and
other types that can be completely inspected
on site.

B. Housing that is assembled in local mate-
rials dealers’ yards for moving to local sites
and to be purchased by an Agency applicant,
will be inspected during construction in the
yvard by the local Agency County representa-
tive. These units must be constructed ac-
cording to the applicable development stand-
ard and not transported out of the local
Agency County Office jurisdiction. The in-
spection must be recorded on Form RD 1924-
12, “‘Inspection Report.”

IV. Manufacturer’s Actions Required for
Submissions to the Agency are listed in at-
tachment 1 to this exhibit B.

V. State Agency Office Actions when Man-
ufacturing Facilities are in its Jurisdiction.
The State Office, upon receipt of manufac-
turer’s submission, must:

A. Determine that the unit structural sys-
tem has been accepted by HUD as appro-
priate under HUD Handbook 4950.1 require-
ments.

B. Review the thermal characteristics and
approach of the calculations to determine
actions to be taken in compliance with para-
graph IV C of exhibit D of this subpart.

C. Review the proposal for compliance with
§1924.5(d)(1) of this subpart.

D. Determine that the prerequisites for
consideration of acceptance by the Agency
are met. The prerequisites include all of the
following:

1. A current acceptance document from
HUD (SEB, RLA, ALA), except for Category
IIT housing (modular/panelized housing that
does not have to have a Structural Engineer-
ing Bulletin as designated by HUD). In Cat-
egory III states, the state government re-
quirements for manufactured housing must
be followed.

2. A current HUD Factory Inspection Re-
port, Form No. 2051m, or in the case of Cat-
egory III housing, a copy of the inspection
report from the state government or accept-
ed third party performing the factory inspec-
tion. Each report must be made by HUD or a
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HUD authorized agency, and must be no
older than 6 months.

3. A letter from the manufacturer request-
ing a review for acceptance. Enclosed with
the letter shall be all the information listed
in attachment 1 to this exhibit B.

E. Issue acceptance letters to the manufac-
turer stating the conditions of acceptance in
the format of attachment 2 to this exhibit B.
The letter shall have an attachment listing
all models accepted in the format of attach-
ment 3 to this exhibit B. A copy of the ac-
ceptance letter and list of models shall be
sent to each County Office in the state and,
when requested by the manufacturer, to each
other Agency State Office in which the prod-
uct is to be marketed.

F. After initial review of a submission,
maintain a master file of accepted manufac-
turers and models and review the file twice
yearly to determine the currency of the fac-
tory inspection reports and HUD or state
government acceptance documents.

G. Notify manufacturers of overdue factory
inspection reports, for acceptance of docu-
ments review and updating, using the format
of attachment 4 to this exhibit B. Accom-
panying the notification will be a temporary
acceptance sheet (Attachment 3 to this ex-
hibit B) indicating to the manufacturer that
the company models have temporary accept-
ance for 60 days. If the manufacturer pro-
vides evidence that a review is being proc-
essed by HUD, a maximum of an additional
90 days may be granted. Otherwise, the ac-
ceptance shall terminate on the last exten-
sion date and it will be necessary for the
manufacturer to resubmit as if for initial ac-
ceptance.

H. Distribute a list of added models, de-
leted models, or notice of deletion of any
manufacturer’s product to the County Of-
fices and other State Agency Offices as nec-
essary.

1. Issue an initial supply of Manufacturer’s
and Builder’s Certification forms (Attach-
ment 5 to this exhibit B) to each existing and
newly accepted manufacturer. Manufactur-
ers are to duplicate this form as necessary in
their market areas.

J. Resolve any problems with the manufac-
turer, as reported by the County Office. Ac-
tion may include coordination, Agency plant
inspections or cancellation of acceptance let-
ters when problems persist.

VI. County Office Actions:

A. When an application is received involv-
ing any of the manufacturer’s products on
the accepted list, the County Office Agency
authorized personnel will:

1. Review the drawings and description of
materials described in paragraphs A and B of
attachment 1 to this exhibit B. The floor
plans and elevations must be identifiable
with the model listed in the accepted list
issued by the State Office.
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2. Require the builder/dealer or manufac-
turer to provide any drawings necessary to
adapt the house to the site conditions where
the house will be located.

3. Require site plan drawing such as those
illustrated in attachments 1 and 2 to exhibit
C of this subpart (available in any Agency of-
fice).

4. Inspect and identify the model delivered
against the manufacturer’s certification and
the accepted drawings and description of ma-
terials before the unit has been set on the
foundation.

5. Require the builder/dealer to certify that
the work for which the builder/dealer is re-
sponsible has been erected in compliance
with the applicable development standard.
This certification will be completed on a
copy of attachment 5 to this exhibit B, and
filed in County Office case file.

6. Observe any noncompliance with the ap-
plicable development standard or with para-
graphs IV and V of this exhibit B. In this re-
spect:

a. Minor noncompliance will be resolved by
the manufacturer through the builder/dealer.
In cases where there is no builder/dealer, the
County Office may resolve such issues with
the manufacturer directly.

b. Noncompliance that cannot be resolved
at the County Office level will be reported to
the State Office.

7. Inspect manufactured housing according
to §1924.8(d) of this subpart.

8. Be aware that the accepted list may in-
clude many models from which loan appli-
cants may choose. No changes from accepted
model designs are permitted. The model se-
lected by an applicant should be appropriate
to the needs of that particular family in ac-
cordance with 7 CFR part 3550.

VII. Noncompliance Issues.

A. When minor issues are noted, the Coun-
ty Office will attempt to resolve them as de-
scribed above. If they cannot be resolved lo-
cally, they will be referred to the State Of-
fice. When any issues cannot be resolved at
State Office level, the National Office Pro-
gram Support Staff (PSS) will be contacted
for guidance.

B. The National Office PSS coordinating
with HUD, will take the appropriate actions
to resolve the issues reported.

C. Manufacturers and builder/dealers must
be aware that if the Agency inspector finds
any of the following conditions, the inspec-
tor may refuse to accept the construction
until corrections have been made:

1. Evidence of noncompliance with any op-
tion of the method described in the HUD—
SEB, RLA, or ALA.

2. Faulty shop fabrication, including sur-
face defects.

3. Damage to shop fabricated items or ma-
terials due to transportation, improper stor-
age, handling or assembly operation.
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4. Unsatisfactory field or site workman-
ship.

VIII. Actions by Other State Offices. When
a State Office receives a copy of the accepted
list from the State Office in which a manu-
facturing plant is located, it will:

A. Maintain a file, by manufacturer, of
each accepted list of models.

B. Provide copies of the accepted list of
models to each County Office in the State.

C. Request a copy of the drawings, descrip-
tion of materials, and thermal calculations
to determine compliance with the thermal
requirements for the county in which the
house is to be located according to exhibit D
of this subpart.

D. Check to see that County Offices within
the state will act as prescribed in paragraph
VI of this exhibit B.

E. When two or more State Offices have
different interpretations of the acceptability
of a particular model, there must be an
agreement between the states so that they
will have the same requirements. If the
states cannot agree, the National Office PSS
will be consulted for guidance.

IX. Subsequent Review.

The Agency will make periodic reviews of
houses, both site-built and houses manufac-
tured offsite, to determine acceptability of
the finished product. If, in the judgment of
the Agency, the product has failed to per-
form satisfactorily, acceptance may be with-
drawn. The State Director will notify the
manufacturer and/or the builder/dealer of the
reasons for the withdrawal no later than the
time of withdrawal. Negotiations for correc-
tions will be carried out by the County Office
with the assistance of the State Office or Na-
tional Office, as necessary.

X. Materials and Products Acceptance—
Material Release Bulletins, Use of Materials
Bulletins, Manufacturer’s Instructions.

A. The Materials Release (MR) and Use of
Materials Bulletins (UM) provide for the na-
tional acceptance of specific nonstandard
materials and products not covered in the
current HUD MPS.

B. When contractors or builders intend to
use products or materials not listed as ap-
proved in the MPS, the Agency personnel re-
viewing or concerned with the approval of
construction in which the product is to be
used, will require the contractor or builder
to furnish a Materials Release Bulletin or
Use of Materials Bulletin on the materials or
products. If the product has been accepted,
the supplier should be able to obtain the bul-
letin for the contractor or builder from the
manufacturer. These bulletins describe the
products or materials limitations to use,
method of installing or applying, approved
type of fasteners, if used, etc. and will pro-
vide the contractor with instructions as to
proper installation or application.

C. When Agency personnel are unfamiliar
with any materials or products which have
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been accepted in the MPS, they will request
the contractor or builder to furnish the man-
ufacturer’s instructions to assure that the
materials or products are properly installed
or applied. Any questions on any product
that cannot be resolved in the County Office
should be referred to the State Office. When
the question cannot be resolved at the State
Office level, the National Office PSS should
be consulted for guidance.

XI. Manufactured Farm Service Buildings.

A. When a loan application is received that
involves a manufactured building or special
equipment that cannot be completely in-
spected on the site, the local State Land
Grant University recommendations should
be requested.

B. When the County Office questions the
advisability of making a loan on a manufac-
tured building, the State Office should also
be consulted.

C. The State Office should review and
make recommendations to the County Of-
fice. If doubt still exists, the National Office
PSS should be consulted for guidance.

ATTACHMENT 1—REQUIRED INFORMATION FOR
ACCEPTANCE OF MODULAR/PANELIZED HOUS-
ING UNITS

The manufacturer or sponsor of modular/
panelized housing units wishing to partici-
pate in the Agency Rural Housing programs
shall submit to the Agency State Director
having jurisdiction over the state in which
the proposed housing is to be manufactured,
two complete sets of the information listed
below for evaluation. Submissions not in-
cluding all the information requested will be
returned.

A. Statements:

1. Name and location of organization, in-
cluding titles and names of its principal offi-
cers.

2. A brief description of plant facilities.

3. Extent of intended market distribution,
including a list of any other states in which
units will be marketed.

4. The method of quality control during
site installation.

5. A copy of the applicable current HUD
Structural Engineering Bulletin (SEB), Re-
gional Letter of Acceptance (RLA), or Area
Letter of Acceptance (ALA).

6. A current factory inspection report
made within 6 months by HUD or HUD au-
thorized agency.

7. Name and address of any third party in-
spection agency.

8. Location of nearest assembled product
for inspection.

9. Field manuals for site installation and/
or set-up procedures.

10. Specifications or descriptions of mate-
rials using either Form RD 1924-2, (HUD-
FHA Form 2005), ‘‘Description of Materials,”’
including sizes, species and grade of all
building and finishing materials. All blanks
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should be filled and additional sheets may be
attached as well as equipment manufactur-
er’s brochures. Use an asterisk (*) to denote
all items of onsite construction that will be
provided by the builder-dealer. The builder-
dealer must complete a form for the builder-
dealer’s portion of the work. Use N/A in any
blank which is not applicable.

11. Names and addresses of other public
and private agencies which have rendered or
been asked to render a technical suitability
or acceptance determination with respect to
the products or structural methods em-
ployed.

12. Written certification that construction
drawings and specifications conform with
the applicable development standard.

13. Any other pertinent information.

14. An index of all documents submitted.

B. Working Drawings. For emphasis as to
the details required for modular/panelized
housing proposals, the following items are
listed in addition to and in more detail than
the requirements in exhibit C of this sub-
part. In some cases, the drawing presen-
tation sheets may be required to be reduced
to 200 mm by 266 mm (8 x 10% inches) sheet
size:

1. Foundation and/or Basement Plan. This
plan shall include anchorage details, exterior
and interior dimensions, typical footings,
wall thickness, pilaster sizes and locations,
column or pier sizes and locations and gird-
ers required to support the structures. Show
location of all equipment (furnace, water
heater, laundry tubs, sump, etc.) floor
drains, electrical outlets, electrical entrance
panels, and all doors and windows or crawl
space vents with all sizes indicated.

2. Floor Plans of all levels. Show square
footage of each habitable room with square
footage of each area of natural light and ven-
tilation. In addition, a design sketch scaled
properly to illustrate a typical furniture ar-
rangement for all habitable levels is required
to indicate intended occupancy functions of
the design. A window and door schedule
should also be provided indicating glazed
size, sash size, and thermal conductance of
each type.

3. All exterior elevations including opening
and sizes; wall finish materials, flashing, fin-
ish grades intended, depth of footings when
known, finish floor, ceiling heights, roof
slope, location of downspouts, gutters, vents
for both structural spaces and for equipment.
Indicate construction joint locations and de-
tails of connections between sections, mod-
ules or components.

4. Building cross sections showing size and
spaces of all framing members from lowest
member (bottom of footing) to highest point
of roof (ridge) plus;

(a) Type of material and method of appli-
cation of all covering materials, such as sub-
flooring, combination subflooring and
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underlayment, sheathing, interior and exte-
rior finishes;

(b) Complete details including computa-
tions of trussed rafter systems with the ar-
chitect/engineer’s stamp of those responsible
for the design.

(c) Details of insulation and vapor barrier
installation and attic ventilation. If the
thermal characteristics to be provided are
determined according to optional method for
overall structure performance allowed in ex-
hibit D of this subpart, the submission and
complete engineering calculations with all
details of construction shall be sent to Ad-
ministrator, Attn. PSS, U.S. Department of
Agriculture, Washington, DC 20250, for anal-
ysis as prescribed in paragraph IV C of ex-
hibit D of this subpart.

(d) Special details as necessary to show
any special features of construction, includ-
ing method of fabricating, erection, joining,
and finishing of all elements; and

(e) Details and sections of stairways in-
cluding all critical dimensions, such as,
riser, run and headroom.

5. Interior elevations of kitchen cabinets
and bathroom elevations with schedule of all
shelf, counter-top and drawer footage. Indi-
cate whether kitchen cabinets are to be cus-
tom made for each model or made for any
model by a cabinet manufacturing company.

6. Plumbing schematics, including pipe
materials, sizes and plumbing code compli-
ance.

7. Heating plan, including heat loss of each
room, is needed for heating systems, sizings
and capacities, forced air, electric baseboard,
or electric space heaters and, if applicable,
heat gain. For forced air systems, include
supply and return duct layout and location
of appropriate diffusers.

8. Electrical plan, including circuit chart
or diagram.

9. Any other pertinent facts or drawings
that will better explain why and how certain
unusual materials or structural methods are
employed.

ATTACHMENT 2

John Dough Manufacturing Company,
3444 Residence Avenue,
Elkton, Indiana 00051.

Dear Sirs: Athough the documents sub-
mitted to this office have only received a
cursory review, they appear to be in substan-
tial compliance to qualify your firm for the
type of acceptance indicated on the attached
list.

The acceptance being issued is subject to
this letter of conditions, compliance with
HUD Handbook 4950.1 Technical Suitability
of Products Program Technical and Proc-
essing Procedures, compliance with Agency)
Thermal Performance Construction Stand-
ards, and compliance with the conditions set
forth in the HUD acceptance document, if

524



RHS, RBS, RUS, FSA, USDA

applicable, whose number appears on the ac-
ceptance.

The manufacturer and the authorized
builder-dealer bear the responsibility of com-
plying with the above, the exhibits sub-
mitted and the applicable development
standards.

The manufacturer and/or builder-dealer
also shall:

1. Provide positive identification of the
modular unit by model, date of manufacture
and factory in which the unit was manufac-
tured.

2. Furnish with each home to be financed
by the Agency in (State) , a writ-
ten certificate (Attachment 5 to this exhibit
B) endorsed by the builder-dealer certifying
that all requirements have been satisfied.

3. Furnish the local Agency County Super-
visor with a complete set of drawings includ-
ing site plans, description of materials,
structural engineering bulletins when appli-
cable in the state, and documentation relat-
ing to the manufacture, transportation, erec-
tion, and installation for each model of mod-
ular/panelized housing to be financed in the
county. Electrical, plumbing and heating
plans must be furnished for each model in
addition to the basic drawings. Floor plans
and elevation drawings may vary from those
listed in attachment 1 of exhibit B to RD In-
struction 1924-A to reflect each of the manu-
facturer’s models provided they are in com-
pliance with the applicable development
standard and the Agency Thermal Perform-
ance Construction Standards and provided
they have been accepted and listed in this
state’s approval of manufactured structures.
No field alterations to the accepted models
will be allowed.

4. Furnish, when required by the County
Supervisor, foundation drawings (including
special foundation design considerations
when the unit is to be erected in seismic
zones 1, 2 or 3) adapting the modular home to
any unusual site conditions needing informa-
tion additional to that furnished by the
standard drawings.

5. Furnish the County Office with a copy of
inspection reports of the manufacturing fa-
cilities immediately after the inspection re-
ports have been completed.

6. Allow RD personnel to inspect the manu-
facturing facilities at any time and furnish
all Agency State Offices, where acceptance
has been obtained, with a copy of any Agen-
cy inspection reports immediately after the
inspection reports have been completed.

7. In the event there are major changes to
the submitted drawings, obtain approval
under the HUD Technical Suitability of
Products Program and submit verification of
this approval to the County Office for listing
on the state’s accepted list. Any modular
home shipped with major changes incor-
porated, without such changes on file at the
County Office may be rejected.
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(Add state and local requirements appro-
priate to this letter of conditions.)

This acceptance may be subject to correc-
tive action when deficiencies are noted in
the product, field inspections, manufac-
turing facilities, or when there is noncompli-
ance with the provisions of the HUD Tech-
nical Suitability of Products Program.

The inclusion of these models on the ac-
cepted list is based only on the material and
structural aspects of the manufactured
units. Final determination of acceptability
rests with RD personnel. Other factors relat-
ing to the property in its entirety such as ap-
praisal, location, sustained market accept-
ance, architectural planning and appeal,
thermal qualities, mechanical and electrical
equipment, etc., must be considered in the
final determination.

Your cooperation in this acceptance pro-
gram is appreciated.

Sincerely,

State Director

ATTACHMENT 3
Date File No.

ACCEPTANCE OF MODULAR/PANELIZED HOUSING
UNITS

(BASED ON HUD HANDBOOK 4950.1)

Manufacturer:

Acceptance Document
Type of Acceptance:
~ Regular

_ Temporary, Expires
Plant Locations:

Date of Latest Plans
Reviewed

Date of Latest Factory
Inspection

Acceptance Document Review
Date

FmHA or its successor agency under Public
Law 103-354 Instruction 1924-A, exhibit D

THERMAL PERFORMANCE CONSTRUCTION
STANDARDS
State Office Review

(Exh.D,IV,C,1,ao0rb)
National Office Review

(Exh. D, IV, C, 2)
Maximum Winter Degree Days for

State Walls R

Glazing/Gross Wall Area Ratio %
Ceilings R

Glazing Pane(s)

Floor R

Glazing Pane(s)

Insulated Door
Wood and Storm

Insulated Door
Wood and Storm

Models Accepted:
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ATTACHMENT 4

John Dough Manufacturing Company,
3444 Residence Avenue,
Elktown, Indiana 00051.

Dear Sirs: As set forth in acceptance let-
ters issued by this office, acceptance of mod-
ular/panelized homes in this state is based on
HUD’s Technical Suitability of Products
Program and the conditions stated in the ac-
ceptance letter. Your file has been reviewed
and the following has been noted.

___An inspection report of your manufac-
turing facilities is overdue. Inspections
are required twice yearly. The last in-
spection report on file at this office is
dated .

_ Your Structural Engineering Bulletin
No.  dated _ has not been reviewed
by HUD. Reviews are generally required
every three years. Temporary acceptance
will be considered when you provide evi-
dence that the review documents have
been submitted to HUD.

~ The drawings being used for the con-
struction of your homes are not listed in
your Structural Engineering Bulletins.
Drawings used in the field should be
those upon which the Structural Engi-
neering Bulletin was issued.

~ There have been _ revisions to the de-
velopment standards since , the
date of the last drawings we have on file
for your homes. It is recommended that
you review the revisions to ascertain
whether your drawings need to be up-
dated.

Please submit a written response and ap-
propriate documents for the above items
within _ days, or your product will be re-
moved from the accepted list until your firm
can again qualify. If you have any problems
furnishing the above within the time stated,
please contact this office.

We look forward to receiving the materials
indicated so that your firm’s listing may be
continued.

Sincerely,

State Director

ATTACHMENT 5

CERTIFICATION BY MANUFACTURER

Delivery location of structure
for component

This is to certify that

Model: s
Serial # s
manufactured
(date) ,19  in
~ (location)

and being sold to
(name of

builder-dealer or borrower) has been manu-
factured in accordance with drawings and
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specifications on file in the Agency State Of-
fice and that the construction complies with
applicable development standards, except as
modified by HUD Acceptance Document
(SEB, RLA, ALA,))

NO. s

dated s

and in compliance with the Agency Thermal
Performance Construction Standards.

Date

Signature of Authorized Official

Title

CERTIFICATION BY BUILDER-DEALER

(Name of

builder-dealer) _
certifies that the foundation and other on-
site work has been constructed in accordance
with the drawings and specifications and the
above structure or component has been
erected, installed or applied in compliance
with the applicable development standards.

It is understood that the manufacturer’s
certification does not relieve the builder/
dealer of responsibility under the terms of
the builder’s warranty required by the Na-
tional Housing Act.

Date
Signature of Authorized Official

Title

[62 FR 8002, Mar. 13, 1987, as amended at 67
FR 78327, Dec. 24, 2002; 80 FR 9872, Feb. 24,
2015]

EXHIBIT C TO SUBPART A OF PART 1924—
GUIDE FOR DRAWINGS AND SPECI-
FICATIONS

This exhibit applies to all new buildings to
be constructed, including all single family
housing and related facilities and, as appli-
cable, farm housing and farm service build-
ings.

I. General

The documents recommended in this ex-
hibit correspond with the list of exhibits in
Chapter 3 of the Department of Housing and
Urban Development (HUD) ‘‘Architectural
Handbook for Building Single-Family Dwell-
ings’ No. 4145.2. This exhibit may be used as
a public handout and shall be used as a guide
for drawings and specifications to be sub-
mitted in support of any type of application
involving construction of major new build-
ings or extensive rehabilitation, alterations
or additions to existing buildings. Descrip-
tions of work for minor alterations or re-
pairs need pertain only to work to be done
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and may be in narrative form when accept-
able to the County Supervisor. Complete and
accurate drawings and specifications are
necessary:

A. To determine the acceptability of the
proposed development,

B. To determine compliance with the ap-
plicable standards and codes,

C. To prepare a cost estimate, and

D. To provide a basis for inspections and
the builder’s warranty.

II. Drawings for a Specific Structure

Drawings for individual single dwellings
shall provide at least the following:

A. Plot Plan. Refer to Example Plot Plan
No. 1, attachment 1 to this exhibit C (avail-
able in any Agency office). Ratio: 1:240 (1”7 =
20") (at scale, 17 = 20’ or %16” = 1’ 0” minimum):

1. Lot and block number.

2. Dimensions of plot and north point.

3. Dimensions of front, rear and side yards.

4. Location and dimensions of garage, car-
port and other accessory buildings.

5. Location and sizes of walks, driveways
and approaches.

6. Location and sizes of steps, terraces,
porches, fences and retaining walls.

7. Location and dimensions of easements
and established setback requirements, if any.

8. Elevations at the following points: (a)
first floor of dwelling and floor of garage,
carport and other accessory building; (b) fin-
ish curb or crown of street at points of ex-
tension of lot lines; (c¢) finish grade elevation
at each principal corner of structure; (d) fin-
ish grade at bottom of drainage swales at ex-
tension of each side of structure as feasible.

9. The following additional elevations, as
applicable, if the topography of the site or
the design of the structure is such that spe-
cial grading, drainage or foundations may be
necessary. Examples are irregular or steeply
sloping sites, filled areas on sites, or multi-
level structure designs; (a) finish and exist-
ing grade elevations at each corner of the
plot; (b) existing and finish grade at each
principal corner of dwelling; (c) finish grade
at both sides of abrupt changes of grade such
as retaining walls, slopes, etc.; (d) other ele-
vations that may be necessary to show grad-
ing and drainage.

10. Indication of type and approximate lo-
cation of drainage swales.

11. When an individual water supply and/or
sewage system is proposed, drawings, speci-
fications and other items prescribed in para-
graph V of this exhibit.

B. Floor Plans.

1. Scale, 1:50 (V4" =1’ 0”).

2. Floor plan of each floor and basement, if
any. Show typical furniture locations to sug-
gest intended use of each habitable space.

3. Plan of all attached terraces and porch-
es, and of garage or carport.
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4. If dwelling is of crawl-space type, a sepa-
rate foundation plan. Slab-type foundation
may be shown on sections.

5. Direction, size and spacing of all floor
and ceiling framing members, girders, col-
umns or piers.

6. Location of all partitions and indication
of door sizes, and direction of door swing.

7. Location and size of all permanently in-
stalled construction and equipment such as
kitchen cabinets, closets, storage shelving,
plumbing fixtures, water heaters, etc. De-
tails of kitchen cabinets may be on separate
drawing.

8. Liocation and symbols of all electrical
equipment, including switches, outlets, fix-
tures, etce.

9. Heating system on separate drawing, or
when it may be shown clearly it may be part
of the floor or basement plan showing: (a)
layout of system; (b) location and size of
ducts, piping, registers, radiators, etc.; (¢) lo-
cation of heating unit and room thermostat;
(d) total calculated heat loss of dwelling in-
cluding heat loss through all vertical sur-
faces, ceiling and floor. When a duct or piped
distribution system is used, calculated heat
loss of each heated space is required.

10. Cooling system, on separate drawings
or, as part of heating plan, floor or basement
plan showing: (a) layout of system; (b) loca-
tion and size of ducts, registers, compressors,
coils, etc.; (¢) heat gain calculations, includ-
ing estimated heat gain for each space condi-
tioned; (d) model number and Btu capacity of
equipment or units in accordance with appli-
cable Air Conditioning and Refrigeration In-
stitute (ARI) or American Society of Refrig-
erating Engineers (ASRE) Standard; (e) Btu
capacity and total kilowatt (KW) input at
stated local design conditions; (f) if room or
zone conditioners are used, provide location,
size and installation details.

C. Exterior Elevations.

1. Scale, 1:50 (¥4” = 1’ 0”). Elevations, other
than main elevation, which contain no spe-
cial details may be drawn at 1:100 (¥8” = 1" 0”).

2. Front, rear and both side elevations, and
elevations of any interior courts.

3. Windows and doors—indicate size unless
separately scheduled or shown on floor plan.

4. Wall finish materials where more than
one type is used.

5. Depth of wall footings, foundations, or
piers, if stepped or at more than one level.

6. Finish floor lines.

7. Finish grade lines at buildings.

D. Details and Sections.

1. Section through exterior wall showing
all details of construction from footings to
highest point of road. Where more than one
type of wall material is used, show each
type. Scale 1:25 (38” = 1’ 0”) minimum.

2. Section through any portion of dwelling
where rooms are situated at various levels or
where finished attic is proposed, Scale, 1:50
(V4" =1'0”) minimum.
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3. Section through stair wells, landings,
and stairs, including headroom clearances
and surrounding framing. Scale, 1:50 (*4” = 1’
0”) minimum.

4. Details of roof trusses, if proposed, in-
cluding connections and stress or test data
with seal of architect or engineer respon-
sible. Scale of connections, 1:25 (38” = 1’ 0”)
minimum.

5. Elevation and section through fireplace.
Scale, 1:25 (38” = 1’ 0”) minimum.

6. Elevations and section through kitchen
cabinets, indicating shelving. Scale, 1:50 (¥4”
=1"0") minimum.

7. Sections and details of all critical con-
struction points, fastening systems, anchor-
age methods, special structural items or spe-
cial millwork. Scale as necesaary to provide
information, 1:25 (38” = 1’ 0”) minimum.

III. Master Drawings for Group Structures

Drawings for a group of structures (such as
for several conditional commitments) may
be submitted in lieu of drawings for each in-
dividual property when a number of applica-
tions are simultaneously submitted involv-
ing repetition of the same type structure.

A. Master plot plan shall include the fol-
lowing:

1. Scale which will provide the following
information in a clear and legible manner.

2. North point.

3. Location and width of streets and rights-
of-way.

4. Location and dimensions of all ease-
ments.

5. Dimensions of each lot.

6. Location of each dwelling on lot with
basic dimensions.

7. Dimensions of front, rear and side yards.

8. Location and dimensions of garage, car-
ports and other accessory buildings.

9. Identification of each lot by number and
indication of basic plan and elevation type.

10. Location of walks, driveways and other
permanent improvements.

B. Typical plot plan for each basic type
dwelling may be submitted in lieu of fully
detailing each lot on master plot plan, when
topography and lot arrangements present no
individual planning or construction prob-
lems.

1. Information not shown on the typical
plot plan shall be included on the master
plot plan.

2. Typical plot plans shall not be used for
corner lots, lots with irregular boundaries,
lots involving pronounced topographic vari-
ations or other lots where individual detail-
ing is necessary.

3. Location of dwelling on typical lot and
full dimensions.

4. Location and dimensions of all typical
improvements, such as garage, carport, ac-
cessory buildings, walks, drives, steps,
porches, terraces, trees, shrubs, retaining
walls, fences, etc.
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C. Grading may be shown on separate grad-
ing plan or on the master plot plan. Scale
shall be sufficiently large to provide the fol-
lowing information in clear and legible man-
ner:

1. Contours of existing grade at intervals of
not more than 1.524 m (5 feet). Intervals less
the 1.524 m (b feet) may be required when in-
dicated by the character of the topography.

2. Location of house and accessory build-
ings on each lot.

3. Identification of each lot by number.

4. Elevations in accordance with individual
plot plan including bench mark and datum
or, in lieu of finish grade elevations, con-
tours of proposed finish grading may be sub-
mitted. Contour intervals selected shall be
appropriate to the topography of the site.

5. Lot grading shall be shown by indicating
protective slopes and approximate location
of drainage swales.

6. Location of drainage outfall,
drainage is not to a street.

D. Floor plans, elevations, sections and de-
tails shall be submitted for each basic plan.
Alternate elevations to basic plan may be
shown at scale, 1:100 (*5” = 1" 0”).

if any

IV. Specifications

Form RD 1924-2, ‘“Description of Mate-
rials,” or other acceptable and comparable
descriptions of all materials forms shall be
submitted with the drawings. The forms
shall be completed in accordance with the
instructions on Form RD 1924-2 to describe
the materials to be used in the construction.

A. Form RD 1924-2 may be reproduced if
size, format and printed text are identical to
the current official form. When it is repro-
duced, the following deletions must be made:

1. All lines indicating RD form numbers or
other Government agency initials and/or
numbers, and

2. The United States Government Printing
Office (GPO) imprint and reference number.

B. The material identification shall be in
sufficient detail to fully describe the mate-
rial, size, grade and when applicable, manu-
facturer’s model or identification numbers.
When necessary, additional sheets must be
attached as well as manufacturer’s specifica-
tion sheets for equipment and/or special ma-
terials, such as aluminum siding or car-
peting.

V. Individual Water Supply and Sewage
Disposal Systems

When an individual water and/or sewage
disposal system is proposed, the following
additional information must be submitted:

A. Approval and recommendations of other
authorities.

1. A written opinion by the health author-
ity having jurisdiction that the site is suit-
able and acceptable for the proposed sys-
tems(s) and,
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2. If available, a soils report from the local
USDA-Soil Conservation Service and any
recommendations they may have.

3. Approval of appropriate environmental
control authority.

4. A signature of the health authority on
the plot plan indicating approval of the de-
sign of the proposed system.

B. Plot Plan. Refer to Example Plot Plan
No. 2, attachment 2 to this exhibit C (avail-
able in any Agency office).

1. Location and size of septic tank, dis-
tribution box, absorption field or bed, seep-
age pits and other essential parts of the sew-
age disposal system and distance to all indi-
vidual wells, open streams or drainageways.

2. Location of well, service line and other
essential parts of the water supply system
and distance to other wells and/or sewage
disposal systems.

3. Exact location of individual systems
(water or sewage) on adjacent properties and
description of system, if available.

C. Construction details of all component
parts of individual water supply and sewage
disposal systems shall clearly indicate mate-
rial, equipment and construction. Extra
sheets and drawings should be added as nec-
essary to fully explain the proposed installa-
tion.

EXHIBIT D TO SUBPART A OF PART 1924—
THERMAL PERFORMANCE CONSTRUC-
TION STANDARDS

1. Purpose

This exhibit prescribes thermal perform-
ance construction standards to be used in all
housing loan and grant programs. These re-
quirements shall supersede the thermal per-
formance requirements in any of the devel-
opment standards in §1924.4(h) of this sub-
part.

II. Policy

All loan or grant applications involving
new construction (except for new Single
Family Housing (SFH)) and all applications
for conditional commitments (except for new
SFH) shall have drawings and specifications
prepared to comply with paragraphs IV A or
C and IV D of this exhibit. All new SFH con-
struction shall have drawing and specifica-
tions prepared to comply with paragraph IV
F of this exhibit.
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III. Definitions

A. British thermal unit (Btu) means the
quantity of heat required to raise the tem-
perature of one pound (.4535 Kg.) of water by
one degree Fahrenheit (F'). For example, one
Btu is the amount of heat needed to raise the
temperature of one pound of water from 59
degrees F to 60 degrees F.

B. Glazing is the material set into a sash or
door when used as a natural light source and/
or for occupant’s views of the outdoors.

C. “R” value, thermal resistence, is a unit
of measure of the ability to resist heat flow.
The higher the R value, the higher the insu-
lating ability.

D. “U” value is the overall coefficient of
heat transmission and is the combined ther-
mal value of all the materials in a building
section. U is the reciprocal of R. Thus U = 1/
R or R = 1/U or 1/C where C is the thermal
conductance and is the unit of measure of
the rate of heat flow for the actual thickness
of a material one square foot in area at a
temperature of one degree Fahrenheit. The
lower the U value, the higher the insulating
ability.

E. Winter degree-day is a unit based on tem-
perature difference and time. For any one
day, when the mean temperature is less than
65 degrees F (18.3 degrees Celsius), there are
as many degree-days as the number of de-
grees difference between the mean tempera-
ture for the day and 65 degrees F. The daily
mean temperature is computed as half the
total of the daily maximum and daily min-
imum temperatures.

F. CABO Model Energy Code, 1992 Edition
(MEC-92)—This code sets forth the minimum
energy/thermal requirements for the design
of new buildings and structures or portions
thereof and additions to existing buildings.
The MEC is maintained by the Council of
American Building Officials (CABO).

IV. Minimum Requirements

A. All multifamily dwellings to be con-
structed with Agency loan and/or grant funds
and all repair, remodeling, or renovation
work performed on single family and multi-
family dwellings with Agency loan and/or
grant funds shall be in conformance with the
following, except as provided in paragraphs
IV C 3 and IV D of this exhibit:

NEW CONSTRUCTION—MAXIMUM U VALUES FOR CEILING, WALL AND FLOOR SECTION OF VARIOUS CONSTRUCTION

Winter degree days?

Ceilings 2 ‘ Walls ‘ Floors 3 ‘ Glazing 4

1000 or less .. e
1001 to 2500 .
2501 to 4500 .

4501 to 6000 .

.03 .05 .05

Doors
0.05 0.08 0.08 1.13
.04 .07 .07 .69
.03 .05 .05 .69 | Storm door if hollow

core door or if over
25% glass.
.47 | Storm Door.
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NEwW CONSTRUCTION—MAXIMUM U VALUES FOR CEILING, WALL AND FLOOR SECTION OF VARIOUS
CONSTRUCTION—Continued

Winter degree days? Ceilings 2 Walls | Floors3 | Glazing# Doors s

6001 or more TR .026 .05 .05 .47 | Storm Door.

NOTE. U values are not adjusted for framing. Values calculated for components may be rounded. For example, a total R Value
of 18.88 converts to a U value of .0529 rounded to .05.

1Winter degree-days may be obtained from the ASHRAE Handbook; the “NAHB Insulation Manual for Homes/Apartments”;
local utilities; and the National Climatic Center, Federal Building, Asheville, NC. Manuals are available from NAHB RF, Rockville,
MD 20850, or NMWIA, 382 Springfield Avenue, Summit, NJ 07901. Other sources of degree day data may be used if available
from a recognized authority.

2|nsulation must be continuous (i.e. no gaps) above all ceiling joists. In pitched roof construction, compression of insulation at
the outside building walls is permitted to allow a 1” ventilation space under the roof sheathing. For any loose fill insulation, a baf-
fle must be provided. Raised trusses are not required.

3For floors of heated spaces over unheated basements, unheated garages or unheated crawl spaces, the U value of floor sec-
tion shall not exceed the value shown. A basement, crawl space, or garage shall be considered unheated unless it is provided
with a positive heat supply to maintain a minimum temperature of 50 degrees F. Positive heat supply is defined by ASHRAE as
“r?eat supplied to a space by design or by heat losses occurring from energy-consuming systems or components associated with
that space.”

Where the walls of an unheated basement or crawl space are insulated in lieu of floor insulation, the total heat loss attributed
to the floor from the heated area shall not exceed the heat loss calculated for floors with required insulation.

Insulation may be omitted from floors over heated basement areas or heated crawl spaces if foundation walls are insulated.
The U value of foundation wall sections shall not exceed the value shown. This requirement shall include all foundation wall
area, including header joist (band joist), to a point 50 percent of the distance from a finish grade to the basement floor level.
Equivalent Uo configurations are acceptable.

MAXIMUM U VALUES OF THE FOUNDATION WALL SECTIONS OF HEATED BASEMENT NOT CONTAINING HABITABLE
LIVING AREA OR HEATED CRAWL SPACE

Winter degree-days (65 F base) Maximum U value Glazing*
2500 or less .... e NO requirement .........cccoeoeevenerenecieseneeeee 1.13
2501 to 4500 .... e 017 ... 1.13
4501 OF MOTE ..ot 0.10 ....... . .69

*Glazing in heated basement shall be limited to 5 percent of floor area unless alternative Uo combination is documented.

4Sliding glass doors are considered as glazing. The glazing value is for glass only. Glazing shall be limited to 15 percent of
the gross area of all exterior walls enclosing heated space, except when demonstrated that the winter daily solar heat gain ex-
ceeds the heat loss and the glass area is properly screened from summer solar heat gain.

51%4 inch metal-faced door systems with rigid insulation core and durable weatherstripping providing a “U” value equivalent to
a wood door with storm door and an infiltration rate no greater than .50 cfm per foot of crack length tested according to ASTM
E-283 at 1.567 psf of air pressure, may be substituted for a conventional door and storm door. All doors shall be
weatherstripped. Any glazed areas must be double-glazed.

MINIMUM R VALUES OF PERIMETER INSULATION FOR SLABS-ON-GRADE

Minimum R values*
Winter degree-days (65 F base)
Heated slab Unheated slab

500 or less 2.8

1000 ... 3.5

2000 . 4.0 25
3000 . 4.8 2.8
4000 . 55 35
5000 .... 6.3 4.2
6000 .... 7.0 4.8
7000 . 7.8 55
8000 . 85 6.2
9000 ......... . 9.2 6.8
T0000 OF GFEALET .....vireiieeieeeeete ettt e e e s r e s e e e e sreem e e e e s e sae et e eseenennenrenseennenene 10.0 7.5

*For increments between degree days shown, R values may be interpolated.

B. [Reserved]

C. Optional Standards

Housing design not in compliance with the
requirements of paragraph IV A of this ex-
hibit may be approved in accordance with
the provisions of this paragraph. Requests
for acceptance proposed under paragraph C 1
of this exhibit, must be approved by the
State Director. Requests for acceptance of
site-built housing proposed under paragraph
C 2 of this exhibit must be approved by the

Administrator. Requests for acceptance of
manufactured housing proposed under para-
graph C 2 of this exhibit may be approved by
the State Director. All submissions of pro-
posed options to the State Director or Ad-
ministrator shall contain complete descrip-
tions of materials, engineering data, test
data (when U values claimed are lower than
the ASHRAE Handbook of Fundamentals),
and calculations to document the validity of
the proposal. All data and calculations will
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be based upon the current edition of the
ASHRAE Handbook of Fundamentals or
other universally accepted data sources.

1. Owverall “U” values for enveloped compo-
nents. The following requirements shall be
used in determining acceptable options to
the requirements of paragraph IV A of this
exhibit.

a. Uo (gross wall)—Total exterior wall area
(opaque wall and window and door) shall
have a combined thermal transmittance
value (Uo value) not to exceed the values
shown in attachment 1 to this exhibit D
(available in any Agency office). Equation 1
in attachment 1 shall be used to determine
acceptable combinations to meet the re-
quirements.

b. Uo (gross ceiling)—Total ceiling area
(opaque ceiling and skylights) shall have a
combined thermal transmittance value (Uo
value) not to exceed the values shown in at-
tachment 2 to this exhibit D (available in
any Agency office). Equation 2 in attach-
ment 2 shall be used to determine acceptable
combinations to meet the requirements.

2. Owverall structure performance. The fol-
lowing requirements shall be used in deter-
mining acceptable options to the require-
ments of paragraph IV A of this exhibit.

a. The methodology must be cost effective
to the energy user, and must not adversely
affect the structural capacity, durability or
safety aspects of the structure.

b. All data and calculations must show
valid performance comparisons between the
proposed option and a structure comparable
in size, configuration, orientation and occu-
pant usage designed in accordance with para-
graph IV A. Structures may be considered
for Agency loan consideration which can be
shown by accepted engineering practice to
have energy consumption equal to or less
than those which would be attained in a rep-
resentative structure utilizing the require-
ments of paragraph IV A.

3. Special consideration for seasonally occu-
pied farm labor housing. The following sets
forth the minimum acceptable options to the
requirements of paragraph IV A of this ex-
hibit for seasonally occupied housing serving
as security for farm labor housing loans and
grants.

a. When the period of occupancy does not
encounter 500 or more heating degree-days
(HDD) as determined by an average of the
previous 10 years based upon local climato-
logical data published by the National Oce-
anic and Atmospheric Administration, Envi-
ronmental Data Service, the standards of
paragraph IV A will not apply.

b. When the period of use exceeds 500 HDD,
the 10-year average value for the period of
occupancy shall be used to determine the de-
gree to which the thermal insulation re-
quirements of paragraph IV A shall apply.

c. If mechanical cooling is provided and
the period of occupancy encounters more
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than 700 cooling degree-days (CDD), as deter-
mined by an average of the previous 8 years
based upon local climatological data pub-
lished by the same source cited in paragraph
IV C3a above, the thermal insulation re-
quirements for 1,000 and less degree-days as
stated in paragraph IV A shall apply.

D. Energy efficient construction practices.
This section prescribes those items of design
and quality control which are necessary to
guarantee the energy efficiency of homes
built according to the standards of this ex-
hibit. Also included are recommendations for
extra energy efficiency in dwellings. This
section does not apply to new SFH construc-
tion.

1. Infiltration. a. Requirements: All con-
struction shall be performed in such a man-
ner as to provide a building envelope free of
excessive infiltration.

(i) Caulking and sealants. Exterior joints
around windows and door frames, between
wall cavities and window or door frames, be-
tween wall and foundation, between wall and
roof, between wall panels, at penetrations of
utility services through walls, floors and
roofs, and all other openings in the exterior
envelope shall be caulked, gasketed,
weatherstripped, or otherwise sealed. Caulk-
ing shall be silicone rubber base or butyl
rubber base, conforming to Federal Speci-
fications TT-S-1543 and TT-S-1657 respec-
tively, or materials demonstrating equiva-
lent performance in resilience and dura-
bility.

(ii) Windows shall comply with ANSI 134.1,
NWMA 15-2; the air infiltration rate shall
not exceed 0.5 ft 3/min per ft. of sash crack.

(iii) Sliding glass doors shall comply with
ANSI 134.2, NWM 15-3; the air infiltration
rate shall not exceed .5 ft 3/min per square ft.
of door area.

(iv) All insulation placed in open cavity
walls shall be installed so that all space be-
hind electrical switches and receptacles,
plumbing, ductwork and other obstructions
in the cavity are insulated as completely as
possible. Insulation shall be omitted on the
side facing the conditioned area; however,
the vapor barrier in walls must not be cut or
destroyed.

b. Recommendations: (i) Wrap outside cor-
ners of wall sheathing with 15 1b. asphalt im-
pregnated building felt before siding applica-
tion.

(ii) Utilize vestibules for entry doors, espe-
cially those facing into the direction of win-
ter wind.

(iii) Install plumbing, mechanical and elec-
trical components in interior partitions as
much as possible. All water piping should be
insulated from freezing temperatures.

2. Heating and/or Cooling Equipment. a. Re-
quirements: All mechanical equipment for
heating and/or cooling habitable space shall
be designed to provide economy of oper-
ations.
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(i) All space heating equipment (including
fireplaces) requiring combustion air shall be
sealed combustion types, or be located in a
nonconditioned area (such as unheated base-
ments) or adequate combustion air must be
provided from outside the conditioned space.

(ii) All ductwork shall be designed and in-
stalled to minimize leakage. All metal to
metal connections shall be mechanically
joined and taped.

b. Recommendations: (i) Whenever pos-
sible, locate ductwork inside of conditioned
areas in dropped ceilings, interior partitions
or other similar areas.

(ii) Locate outside cooling units in areas
not subject to direct sunlight or heat build-
up.

3. Vapor Barrier. a. Requirements: Ade-
quate vapor barriers must be provided adja-
cent to the interior finish material of the
wall or other closed envelope components
which do not have ventilation space on the
non-conditioned side of the insulation.

(i) A vapor barrier at the inside of the wall
or other closed envelope component must
have a permeability (perm) rating less than
that of any other material in the component
and in no case have a perm rating greater
than one. All vapor barriers must be sealed
around all openings in the interior surface.
Vapor barriers are not required in ceilings
and floors. Continuous vapor barriers on ceil-
ings, walls, and floors require adequate mois-
ture vapor control in the conditioned space.

(ii) All vapor producing or exhaust equip-
ment shall be ducted to the outside and
equipped with dampers. This equipment in-
cludes rangehoods, bathroom exhaust fans
and clothes dryers. If a dwelling design pro-
poses the use of windows to satisfy the
kitchen and/or bathroom ventilation require-
ments of the development standards, the in-
corporation of dehumidification equipment
should be considered in accordance with
paragraph IV D 3 b. Exhaust of any equip-
ment shall not terminate in an attic or crawl
space.

b. Recommendation: Forced air heating/
cooling systems should include humidi-
fication/dehumidification systems where
conditions indicate.

E. [Reserved]

F. New SFH construction. New SFH con-
struction shall meet the requirements of
CABO Model Energy Code, 1992 Edition
(MEC-92).

G. New manufactured housing.

The Uo Value Zone indicated on the
‘“‘Heating Certificate’” for comfort heating
shall be equal to or greater than the HUD
Zone listed in the following table:
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FMHCSS
RHS climate zones (winter degree days) (HU%D\,;ﬁJd:)
zones
0-1000 ........ 1
1001-2500 2
2501-4500 2
4501-6000 3
>6000 ......... 3

Example: If a manufactured home is to be
located in a geographic area having between
2501 and 4500 RHS winter degree days, the
Agency will accept a Uo value Zone 2 unit or
Zone 3 unit constructed to the HUD
FMHCSS.

If a central air conditioning system is pro-
vided by the home manufacturer, a ‘‘Comfort
Cooling Certificate’”” must be permanently
affixed to an interior surface of the unit that
is readily visible. This certificate may be
combined with the heating certificate on the
data plate.

V. General Design Recommendations:

A. Orient homes with greatest glass area
facing south with adequate overhangs to
control solar gain during non-heating peri-
ods. Examples of proper roof overhangs are
given in attachment 3 to this exhibit D
(available in any Agency office).

B. Arrange plantings with evergreen wind
buffers on north side and deciduous trees on
south.

C. Whenever possible, orient entry door
away from winter winds.

D. Design house with simple shape to mini-
mize exterior wall area.

E. Minimize glass areas within constraints
of required light and ventilation, applicable
safety codes and other appropriate consider-
ation.

F. Minimize the amount of paved surface
adjacent to the structure where heat gain is
not desirable.

VI. State Supplements: State supplements or
policies will not be issued or adopted to ei-
ther supplement or set requirements dif-
ferent from those of this exhibit without the
prior written approval of the National Office.

[62 FR 8002, Mar. 13, 1987, as amended at 54
FR 6874, Feb. 15, 1989; 59 FR 43723, Aug. 25,
1994; 64 FR 48085, Sept. 2, 1999; 72 FR 70221,
Dec. 11, 2007]

EXHIBIT E TO SUBPART A OF PART 1924—
VOLUNTARY NATIONAL MODEL
BUILDING CODES

The following documents address the
health and safety aspects of buildings and re-
lated structures and are voluntary national
model building codes as defined in
§1924.4(h)(2) of this subpart. Copies of these
documents may be obtained as indicated
below:
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Building code Plumbing code

Mechanical code Electrical code

BOCA Basic/National Plumb-
ing Code 1.

Standard Plumbing Code?2 ....

Uniform Plumbing Code? ......

BOCA Basic/National Building
Code .

Standard Building Code 2 .

Uniform Building Code 3 ...

CABO One and Two Family
Dwelling Code 4.

BOCA Basic/National Me-
chanical Code .

Standard Mechanical Code 2.

Uniform Mechanical Code 3.

National Electrical Code ®

1Building Officials and Code Administrators International, Inc., 4051 West Flossmoor Road, Country Club Hills, lllinois 60477.
2Southern Building Code Congress International, Inc., 900 Montclair Road, Birmingham, Alabama 35213-1206.
3|nternational Conference of Building Officials, 5360 South Workman Mill Road Whittier, California 90601.

4 Council of American Building Officials, 5203 Leesburg Pike, Falls Church, Virginia 22041.

5National Fire Protection Association, Batterymarch Park, Quincy, Massachusetts 02269.

EXHIBIT F TO SUBPART A OF PART 1924—
PAYMENT BOND

KNOW ALL PERSONS BY
THESE PRESENTS: that

(Name of Contractor)

(Address of Contractor)

a s

(Corporation, Partnership or Individual)
hereinafter called

PRINCIPAL and

(Name of Surety)

hereinafter called SURETY, are held and
firm

bound unto

(Name of Owner)

(Address of Owner)

hereinafter called OWNER and the United
States of America acting through the Farm-
ers Home Administration or its successor
agency under Public Law 103-354 hereinafter
referred to as GOVERNMENT, and unto all
persons, firms, and corporations who or
which may furnish labor, or who furnish ma-
terials to perform as described under the
contract and to their successors and assigns
in the total aggregate penal sum of s
Dollars ($ ) in lawful money of
the United States, for the payment of which
sum well and truly to be made, we bind our-
selves, our heirs, executors, administrators,
successors, and assigns, jointly and sever-
ally, firmly by these presents.
THE CONDITION OF THIS OBLIGATION is
such that whereas, the PRINCIPAL entered
into a certain contract with the OWNER,
dated the day of
19 , a copy of which is
hereto attached and made a part hereof for
the construction of:

NOW, THEREFORE, if the PRINCIPAL shall
promptly make payment to all persons,
firms, and corporations furnishing materials
for or performing labor in the prosecution of

the WORK provided for in such contract, and
any authorized extension or modification
thereof, including all amounts due for mate-
rials, lubricants, oil, gasoline, coal and coke,
repairs on machinery; equipment and tools,
consumed or used in connection with the
construction of such WORK, and for all labor
cost incurred in such WORK including that
by a SUBCONTRACTOR, and to any me-
chanic or materialman lienholder whether it
acquires its lien by operation of State or
Federal law; then this obligation shall be
void, otherwise to remain in full force and ef-
fect.

PROVIDED, that beneficiaries or claim-
ants hereunder shall be limited to the SUB-
CONTRACTORS, and persons, firms, and cor-
porations having a direct contract with the
PRINCIPAL or its SUBCONTRACTORS.

PROVIDED, FURTHER, that the said
SURETY for value received hereby stipulates
and agrees that no change, extension of
time, alteration or addition to the terms of
the contract or to the WORK to be performed
thereunder or the SPECIFICATIONS accom-
panying the same shall in any way affect its
obligation on this BOND, and it does hereby
waive notice of any such change, extension
of time, alteration or addition to the terms
of this contract or to the WORK or to the
SPECIFICATIONS.

PROVIDED, FURTHER, that no suit or ac-
tion shall be commenced hereunder by any
claimant: (a) Unless claimant, other than
one having a direct contract with the PRIN-
CIPAL (or with the GOVERNMENT in the
event the GOVERNMENT is performing the
obligations of the OWNER), shall have given
written notice to any two of the following:
The PRINCIPAL, the OWNER, or the SUR-
ETY above named within ninety (90) days
after such claimant did or performed the last
of the work or labor, or furnished the last of
the materials for which said claim is made,
stating with substantial accuracy the
amount claimed and the name of the party
to whom the materials were furnished, or for
whom the work or labor was done or per-
formed. Such notice shall be served by mail-
ing the same by register mail or certified

533



Pt. 1924, Subpt. A, Exh. G

mail, postage prepaid, in an envelope ad-
dressed to the PRINCIPAL, OWNER, or SUR-
ETY, at any place where an office is regu-
larly maintained for the transaction of busi-
ness, or served in any manner in which legal
process may be served in the state in which
the aforesaid project is located, save that
such service need not be made by a public of-
ficer. (b) After the expiration of one (1) year
following the date of which PRINCIPAL
ceased work on said CONTRACT, it being un-
derstood, however, that if any limitation em-
bodied in the BOND is prohibited by any law
controlling the construction hereof, such
limitation shall be deemed to be amended so
as to be equal to the minimum period of lim-
itation permitted by such law.

PROVIDED, FURTHER, that it is ex-
pressly agreed that the BOND shall be
deemed amended automatically and imme-
diately, without formal and separate amend-
ments hereto, upon amendment to the Con-
tract not increasing the contract price more
than 20 percent, so as to bind the PRIN-
CIPAL and the SURETY to the full and
faithful performance of the Contract as so
amended. The term ‘“‘Amendment’’, wherever
used in this BOND and whether referring to
this BOND, the contract or the loan Docu-
ments shall include any alteration, addition,
extension or modification of any character
whatsoever.

PROVIDED, FURTHER, that no final set-
tlement between the OWNER or GOVERN-
MENT and the CONTRACTOR shall abridge
the right of any benficiary hereunder, whose
claim may be unsatisfied.

IN WITNESS WHEREOF, this instrument
is executed in [number] counterparts, each
one of which shall be deemed an original,
this the _ day of .

ATTEST:

Principal

(Principal) Secretary
(SEAL)
By (s)

(Address)

Witness as to Principal

(Address)

Surety
ATTEST:

Witness as to Surety

(Address)
By

Attorney-in-Fact

(Address)

7 CFR Ch. XVIII (1-1-24 Edition)

NoOTE. Date of BOND must not be prior to
date of Contract.

If CONTRACTOR is partnership, all part-
ners should execute BOND.

Important: Surety companies executing
BONDS must appear on the Treasury Depart-
ment’s most current list (Circular 570 as
amended) and be authorized to transact busi-
ness in the state where the project is lo-
cated.

EXHIBIT G TO SUBPART A OF PART 1924—
PERFORMANCE BOND

KNOW ALL PERSONS BY THESE
PRESENTS: that

(Name of Contractor)

(Address of Contractor)

(Corportion, Partnership, or Individual)
hereinafter called PRINCIPAL, and

(Name of Surety)

(Address of Surety)

hereinafter called SURETY, are held and
firmly bound unto

(Name of Owner)

(Address of Owner)

hereinafter called OWNER, and the United
States of America acting through the Farm-
ers Home Administration or its successor
agency under Public Law 103-354 hereinafter
referred to as the GOVERNMENT in the
total aggregate penal sum of

Dollars ($ )

in lawful money of the United States, for the
payment of which sum well and truly to be
made, we bind ourselves, our heirs, execu-
tors, administrators, successors, and assigns,
jointly and severally, firmly by these pre-
sents.

THE CONDITION OF THIS OBLIGATION
is such that whereas, the PRINCIPAL en-
tered into a certain contract with the
OWNER, dated the day of 19 ,a
copy of which is hereto attached and made a
part hereof for the construction of:

NOW, THEREFORE, if the PRINCIPAL
shall well, truly and faithfully perform its
duties, all the undertakings, covenants,
terms, conditions, and agreements of said
contract during the original term thereof,
and any extensions thereof which may be
granted by the OWNER, or GOVERNMENT,
with or without notice to the SURETY and
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during the guaranty period and if the PRIN-
CIPAL shall satisfy all claims and demands
incurred under such contract, and shall fully
indemnify and save harmless the OWNER
and GOVERNMENT from all costs and dam-
ages which it may suffer by reason of failure
to do so, and shall reimburse and repay the
OWNER and GOVERNMENT all outlay and
expense which the OWNER and GOVERN-
MENT may incur in making good any de-
fault, then this obligation shall be void, oth-
erwise to remain in full force and effect.

PROVIDED, FURTHER, that the liability
of the PRINCIPAL AND SURETY hereunder
to the GOVERNMENT shall be subject to the
same limitations and defenses as may be
available to them against a claim hereunder
by the OWNER, provided, however, that the
GOVERNMENT may, at its option, perform
any obligations of the OWNER required by
the contract.

PROVIDED, FURTHER, that the said
SURETY, for value received hereby stipu-
lates and agrees that no change, extension of
time, alteration or addition to the terms of
the contract or to WORK to be performed
thereunder or the SPECIFICATIONS accom-
panying same shall in any way affect its ob-
ligation on this BOND, and it does hereby
waive notice of any such change, extension
of time, alteration or addition to the terms
of the contract or to the WORK or to the
SPECIFICATIONS.

PROVIDED, FURTHER, that it is ex-
pressly agreed that the BOND shall be
deemed amended automatically and imme-
diately, without formal and separate amend-
ments hereto, upon amendment to the Con-
tract not increasing the contract price more
than 20 percent, so as to bind the PRIN-
CIPAL and the SURETY to the full and
faithful performance of the CONTRACT as so
amended. The term ‘‘Amendment’’, wherever
used in this BOND, and whether referring to
this BOND, the Contract or the Loan Docu-
ments shall include any alteration, addition,
extension, or modification of any character
whatsoever.

PROVIDED, FURTHER, that no final set-
tlement between the OWNER or GOVERN-
MENT and the PRINCIPAL shall abridge the
right of the other beneficiary hereunder,
whose claim may be unsatisfied. The OWNER
and GOVERNMENT are the only bene-
ficiaries hereunder.

IN WITNESS WHEREOF, this instrument
is executed in [Number] counterparts, each
one of which shall be deemed an original,
this the _ day of .

ATTEST:
Principal

(Principal) Secretary
(SEAL)
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Witness as to Principal

(Address)
By (8)

(Address)

Surety
ATTEST:

Witness as to Surety

(Address)
By

Attorney-in Fact

(Address)

EXHIBIT H TO SUBPART A OF PART 1924—
PROHIBITION OF LEAD-BASED PAINTS

I. Purpose

This exhibit prescribes the methods to be
used to comply with the requirements of the
Lead-Based Paint Poisoning Prevention Act,
Public Law 91-695, as amended, (42 U.S.C.
4801 et seq.) and the amendment to section
501 (3) of Public Law 91-695 (42 U.S.C. 4841 (3))
as amended by the National Consumer
Health Information and Health Promotion
Act of 1976, Public Law 94-317.

II. Policy

The Agency shall not permit the use of
lead-based paint on applicable surfaces of
any housing or buildings purchased, re-
paired, or rehabilitated for human habi-
tation with financial assistance provided by
this agency. Paints used on applicable sur-
faces shall not contain more than 0.06 per-
cent lead by weight calculated as lead metal
in the total nonvolatile content of liquid
paints or in the dried film of paint already
applied.

III. Definitions

A. Housing and buildings mean any house,
apartment, or structure intended for human
habitation. This includes any institutional
structure where persons reside, such as an
orphanage, boarding school, dormitory, day
care center or extended care facility, college
housing, domestic or migratory labor hous-
ing, hospitals, group practice facilities, com-
munity facilities, and business or industrial
facilities.

B. Applicable surfaces means all interior
surfaces, whether accessible or not, and
those exterior surfaces which are readily ac-
cessible to children under 7 years of age,
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such as stairs, decks, porches, railings, win-
dows, and doors.

C. Lead-based paint means any paint con-
taining more than .5 of 1 percentum lead by
weight, or with respect to paint manufac-
tured after June 22, 1977, lead-based paint
containing more than six one-hundredths of
1 percentum lead by weight.

IV. Requirements

A. All new housing and buildings shall
comply with paragraph II of this exhibit H.

B. For all existing housing and buildings
built after 1950, on which a loan is closed
after July 19, 1978, the Agency requires that
the applicant, borrower or tenant be notified
of the potential hazard of lead-based paints,
of the symptoms and treatment of lead poi-
soning, and of the importance and avail-
ability of maintenance and removal tech-
niques for eliminating such hazards. This
will be accomplished by providing each ap-
plicant, borrower and/or tenant with a copy
of attachment 1 to this exhibit H, ‘‘Lead-
based Paint Hazards, Symptoms, Treatment
and Techniques for Eliminating Hazards,”
available in any Agency County Office. Cop-
ies of attachment 1 may be obtained by the
County Supervisor from the Finance Office,
1520 Market Street, St. Louis, MO 63103.

C. For all existing housing or buildings
built before 1950 on which a loan is closed
after July 19, 1978, the Agency requires that
the applicant, borrower and/or tenant be no-
tified as in paragraph IV B and a copy of at-
tachment 2 to this exhibit H, ‘‘Caution Note
on Lead-Based Paint Hazard,”” available in
any Agency County Office, shall be delivered
to the hands of the applicant, borrowers and/
or tenant.

D. For all property transfers and inventory
property sales, attachments 1 and 2 to this
Exhibit H (available in any Agency office)
shall be handed to the purchaser by the
Agency representative.

E. All inventory housing or buildings built
before 1950 to be repaired, renovated, or reha-
bilitated shall have tests for lead content,
and where found to be hazardous, shall have
any interior lead-based paint removed en-
tirely. Loose or cracked surfaces shall be
cleaned down to the base surface before re-
painting with a paint containing not more
than six one-hundredths of 1 percentum lead
by weight in the total nonvolatile content of
the paint or the equivalent measure of lead
in the dried film of paint already applied or
both. Contracting officers shall include the
following provision prohibiting the use of
lead-based paint in all contracts and sub-
contracts for construction or rehabilitation
of housing or buildings:

Lead-Based Paint Prohibition

No lead-based paint containing more than
.5 of 1 percentum lead by weight (calculated

7 CFR Ch. XVIII (1-1-24 Edition)

as lead metal) in the total nonvolatile con-
tent of the paint, or the equivalent measure
of lead in the dried film of paint already ap-
plied, or both, or with respect to paint manu-
factured after June 22, 1977, no lead-based
paint containing more than .06 of 1
percentum lead by weight (calculated as lead
metal) in the total nonvolatile content of
the paint, or the equivalent measure of lead
in the dried film of paint already applied, or
both, shall be used in the construction or re-
habilitation of residential structures under
this contract or any subsequent subcontrac-
tors.
Authority: This amendment is made under
provisions of 5 U.S.C. 301, 40 U.S.C. 486 (c).
Done at s this
day of ,19 .

Agency Representative

V. Summary

Section 401 of the Lead-Based Paint Poi-
soning Prevention Act as amended by the
National Consumer Health Information and
Health Promotion Act of 1976, Pub. L. 94-317,
provides a requirement that each federal
agency issue regulations and to take such
other steps necessary to prohibit the use of
lead-based paint on all applicable surfaces in
Federal and Federally-assisted construction
or rehabilitation of residential structures.
The Lead-Based Paint Poisoning Prevention
Act, Pub. L. 91-695, January 13, 1971, provides
for grants to units of general local govern-
ment in any state for the purpose of detect-
ing and treating incidents of lead-based
paint poisoning. Title II of this Act also pro-
vides for grants to the same units to identify
those areas of risk including testing to de-
tect the presence of lead-based paint on sur-
faces of residential housing.

EXHIBIT I TO SUBPART A OF PART 1924—
GUIDELINES FOR SEASONAL FARM
LABOR HOUSING

Section 100

General—This exhibit sets forth the guide-
lines and minimum standards for planning
and construction of new Labor Housing (LH)
that will be occupied on a seasonal basis. Re-
habilitation LH projects will be in substan-
tial conformance with these guidelines and
standards. A ‘‘seasonal basis’ is defined as 6
months or less per year. Seasonal housing
for the farmworker need not be convertible
to year-round occupancy; however, the living
units shall be designed for the intended type
of tenant, the time of occupancy, the loca-
tion, the specific site, and the planned meth-
od of operation. It is important that the de-
sign of the LH site and buildings will help to
create a pleasing lifestyle which will pro-
mote human dignity and pride among its
tenants.
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Section 200

Codes and Regulations—Compliance is re-
quired with National, state and local codes
or regulations affecting design, construction,
mechanical, electrical, fire prevention, sani-
tation, and site improvement.

Section 300

Planning

300-1 Complete architectural/engineering
services in accordance with this subpart will
be required if an LLH grant is involved or the
LH loan will involve more than four indi-
vidual family units, or any number of group
living units, or dormitory units accommo-
dating 20 or more persons.

3002 Buildings and site design shall pro-
vide for a safe, secure, economical, healthful,
and attractive living facility and environ-
ment suited to the needs of the domestic
farm laborer and his/her family.

300-3 At least b percent of the individual
family units in a project, or one unit, which-
ever is greater, and all common use facilities
will be accessible to or adaptable for phys-
ically handicapped persons. This require-
ment may be modified if a recipient/borrower
shows, through a market survey acceptable
to the Agency, that a different percentage of
accessible or adapatable units is more appro-
priate for a particular project and its service
area.

Site Design

301-1 General—The site design shall be ar-
ranged to utilize and preserve the favorable
features and characteristics of the property
and to avoid or minimize the potential harm-
ful effect of unfavorable features. Particular
attention is directed to §1944.164 (1), (m) and
(n) of subpart D of part 1944 of this chapter
with reference to compliance with 7 CFR
part 1970. Some of the features which must
be considered are the topography, drainage,
access, building orientation to sun and
breezes; and advantageous features, such as
vegetation, trees, good views, etc. or disad-
vantageous features, such as offensive odors,
noxious plants, noise, dust, health hazards,
etc.

301-2 Drainage—Surface and subsurface
drainage systems shall be provided in ac-
cordance with the applicable development
standard and subpart C of part 1924 of this
chapter.

301-3 Water and Sewage Disposal—Water
supply and sewage disposal installations
shall comply with subpart C of part 1924 of
this chapter, the applicable development
standard and all governing state and local
department of health requirements. Where
environmentally and economically feasible,
the LH facility shall connect to public water
and waste disposal systems.
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301-4 Electrical—Adequate electrical
service shall be provided for exterior and in-
terior lighting and for the operation of
equipment.

301-5 Vehicular Access and Parking.

301-5.1 Safe and convenient all-weather
roads shall be provided to connect the site
and its improvements to the off-site public
road.

301-5.2 All-weather drives and parking
shall be provided for tenants, and for trucks
and buses as needed within the site. Drive-
ways, parking areas and walkway locations
shall be in substantial conformance with the
applicable development standard.

301-6 Walks:

301-6.1 Walks shall be provided for safe
convenient access to all dwellings and for
safe pedestrian circulation throughout the
development between locations and facilities
where major need for pedstrian access can be
anticipated, such as laundry, parking to
dwelling units, common dining rooms, etc.

301-6.2 Walkways shall be hard surface,
such a concrete, asphalt, or stablized gravel,
and shall be adequately drained.

301-7 Building Location:

301-7.1 Side and rear yards and distances
between buildings shall conform to the appli-
cable development standard.

301-8. Garbage and Refuse:

301-8.1 Garbage and refuse containers for
individual units are required and shall be
stored on durable functional racks or shall
be located in a central screened area with
easily cleaned surfaces. Single containers for
multiple units shall be screened and in loca-
tions designed to accommodate collection
vehicle functions.

301-9 Fencing:

301-9.1 Fencing used in the site design for
project privacy or building security shall be
harmonious in appearance with other fences
and surrounding facilities which fall within
the same view.

301-10 Outdoor living:

301-10.1 All public areas where pedestrian
use can be anticipated after sunset shall be
adequately lighted for security purposes,
such as walkways to common use facilities—
laundry, dining halls, building entrances,
parking areas, etc.

301-11 Planting and Landscaping:

301-11.1 Planting and lawns or ground cov-
ers shall be provided as required to protect
the site from erosion, control dust, for active
and passive recreation areas, and provide a
pleasant environment.

Building Design

302-1.1 Living Units Design:

302-1.1 Individual Family Unit—One family
or extended family to a unit which shall con-
tain adequate space for living, dining, kitch-
en, bath and bedrooms. Multifamily type
units are required whenever possible for
economy of site and building construction.
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a. The minimum total net living unit size
shall be 400 square feet. This size assumes oc-
cupancy of four persons. Units planned for
additional occupants shall include an addi-
tional 60 square feet of living area per per-
son.

b. A living/dining area shall be provided to
accommodate a table and chairs with ade-
quate dining and circulation space for the in-
tended number of occupants. The living/din-
ing area should be combined with the kitch-
en area.

c. The kitchen shall contain a sink, cook-
ing range and refrigerator. A minimum free
countertop area of six square feet is re-
quired. A minimum of 40 square feet of shelf
area is required.

d. Each bathroom shall contain adequate
space and circulation for a bathtub and/or
shower, water closet and lavatory. Access to
the bathroom shall not be through another
bedroom in dwelling units containing more
than one bedroom.

e. Bedroom areas separate from living
areas are required. The design of the unit
shall provide a minimum of 50 square feet of
sleeping area per intended occupant includ-
ing storage. Housing for families with chil-
dren shall have a separate bedroom or sleep-
ing area for the adult couples. A two foot by
two foot shelf with a two foot long clothes
hanging rod is required for each occupant.

302-1.2 Group Living Unit—A living unit
designed for the occupancy of more than one
family or for separate occupancy of male
and/or female groups. Common bath spaces
shall be contained in the same building.
Group living units for families shall have
separate bedrooms for each adult couple.

a. The design of the unit shall provide for
a minimum of 620 square feet of total net liv-
ing area for eight persons and an additional
60 square feet for each additional occupant.
Additional area shall be planned for a second
bathroom when anticipated occupancy will
exceed eight persons, or if it will be occupied
by persons of both sexes.

b. The kitchen shall contain an adequate
sink, cooking range, refrigerator, and space
the size of which is commensurate with the
needs of the group living unit. A minimum of
free countertop area of eight square feet is
required. A minimum of 50 square feet of
shelf area is required.

c. Refer to paragraph 302-1.1 b for living/
dining requirements.

d. Each bathroom shall contain adequate
space and circulation for comfortable access
to, and use of, fixtures which will include a
bathtub and/or shower, water closet and lav-
atory. In no case shall minimum fixtures be
less than that required per paragraph 302-1.3
¢ below.

e. Refer to paragraph 301-1.1 e for bedroom
requirements.

302.1.3 Dormitory Living Unit—A building
which provides common sleeping quarters for

7 CFR Ch. XVIII (1-1-24 Edition)

persons of the same sex and may or may not
contain kitchen and/or dining facilities in
the same building as the sleeping quarters.

a. The design of areas for sleeping pur-
poses, using single beds, shall provide for not
less than 72 square feet per occupant includ-
ing storage.

b. The design of areas for sleeping pur-
poses, using double bunk beds, shall provide
for not less than 40 square feet per occupant.
Triple bunk beds will not be allowed.

c. The design of each dormitory building
must include a water closet and a bathtub or
shower for each 12 occupants, and a lavatory
for each 8 persons. Urinals may be sub-
stituted for men’s water closets on the basis
of one urinal for one water closet, up to max-
imum of one-third of the required water clos-
ets.

d. Adequate kitchen and dining facilities
must be provided which may be in the dor-
mitory building or detached at a distance of
not more than 200 feet from the sleeping
quarters. In either case, the space must con-
tain adequate cooking ranges, refrigerators,
sinks, countertop, food storage shelves, ta-
bles and chairs, and circulation space. These
facilities will comply with the requirements
of the ‘““Food Service Sanitation Ordinance
and Code,” part V of the ‘“‘Food Service Sani-
tation Manual,” U.S. Public Health Service
Publication 934 (1965).

302-2 Other Facilities:

302-2.1 General—Other facilities, author-
ized by subpart D of part 1944 of this chapter,
needed by farm workers may be provided in
several ways: part of a living unit, located in
the project, or, with the exception of laundry
facilities, available nearby.

302-2.2 Laundry Facilities—Laundry facili-
ties shall be required on-site. Drying yards
shall be provided if dryer units are not pro-
vided. The design of washing facilities shall
plan for a minimum rate of one washer for
each 20 occupants. One drying unit may be
provided for every two washers, if automatic
dryers are customarily provided for rental
housing in the community. Laundry facili-
ties shall have adequate space for loading
the units, circulation, and clothes folding.

302-2.3 Office and Maintenance—An office
and maintenance space shall be provided or
available, commensurate with the number of
living units served, and shall meet the cri-
teria of the Agency Manual of Acceptable
Practices. If necessary, the maintenance
space shall have sufficient area to accommo-
date furniture storage.

302-2.4 Child Care Center—Where feasible,
a child care center may be included to pro-
vide supervised activity and safety for chil-
dren while the parents work. Supervisors and
workers for such centers are sometimes en-
listed on a volunteer basis and the cost borne
by nonprofit associations or community or-
ganizations. Grants are sometimes available
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through Federal or state programs. Con-
sequently, the design of the child care center
should meet the requirements of those
sources providing organizational personnel
and/or financing.

302-2.5 Manager’s Dwelling—If a manager’s
dwelling unit is to be provided as a part of
the Agency loan or grant, it will meet these
guidelines. However, if it is necessary to pro-
vide a year-round caretaker/manager dwell-
ing unit with the Agency loan or grant
funds, it will meet the applicable develop-
ment standard.

302-2.6 Recreation—Outdoor recreation
space is required and shall be commensurate
with the needs of the occupants. Active and
passive recreation areas will be provided
which may consist of outdoor sitting areas,
playfields, tot lots and play equipment.

General Requirements

303-1 Materials and Construction—All
materials and their installation in a LH fa-
cility shall meet the applicable development
standard. Any exceptions to these require-
ments for materials and their installation
must be obtained with the approval of the
Agency National Office. Material should be
selected that is durable and easily cleaned
and maintained.

303-2 Fire Protection—Fire protection
and egress shall be provided to comply with
the applicable development standard.

303-3 Light, Ventilation, Screening—Nat-
ural light and ventilation requirements as
specified in the applicable development
standard shall be followed. Screening of all
exterior openings is required.

303-4 Ceiling Heights—Ceiling heights of
habitable rooms shall be a minimum of seven
feet six inches clear, and seven feet in halls
or baths in dwelling units. Public rooms
shall have a minimum of eight feet clear
ceiling height. Sloping ceilings shall have at
least seven feet six inches for %2 the room
with no portion less than five feet in height.

303-56 Heating and Cooling—Heating and
cooling and/or air circulation equipment
shall be installed as needed for the comfort
of the tenants, considering the climate and
time of year the facility will be in operation.
Maximum feasible use of passive solar heat-
ing and cooling techniques shall be required.
All equipment installed will be in accordance
with the applicable development standard to
protect the health and safety of occupants.

303-6 Plumbing—Plumbing materials and
their installation shall meet the applicable
development standard. Hot water will be re-
quired to all living units, baths, Kkitchens
and laundry facilities.

303-7 Insulation, Thermal Standards, Win-
terization—Insulation will be required where
either heating or cooling is provided as per
paragraph 303-5 above or when climatic con-
ditions dictate a need for insulation. Insula-
tion Standards will comply with exhibit D,
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paragraph IV C 3, of this subpart, or the
state insulation standards, whichever are the
more stringent.

303-8 Electrical—Electrical design, equip-
ment and installation shall comply with the
requirements of the latest edition of the Na-
tional Electrical Code, and the applicable de-
velopment standard for materials and their
installation. Individual family units may be
separately metered; other types of dwelling
units may be separately metered as required.

303-9 Security and Winterization—Ade-
quate management and physical measures
will be provided as necessary to protect the
facility during off-season periods, including
adequate heating and insulation as required.

[62 FR 8002, Mar. 13, 1987, as amended at 52
FR 19283, May 22, 1987; 58 FR 38922, July 21,
1993; 81 FR 11029, Mar. 2, 2016; 81 FR 26667,
May 4, 2016]

EXHIBIT J TO SUBPART A OF PART 1924—
MANUFACTURED HOME SITES, RENT-
AL PROJECTS AND SUBDIVISIONS: DE-
VELOPMENT, INSTALLATION AND SET-
Up

Part A—Introduction

Part B—Construction and Land Development

Part C—Drawings, Specifications, Contract
Documents and Other Documentation

Part D—Inspection of Development Work

Part A—Introduction

1. Purpose and Scope. This exhibit describes
and identifies acceptable site development,
installation and set-up practices and con-
cepts for manufactured homes. It is intended
for Agency field personnel, builders, devel-
opers, sponsors, and others participating in
Agency housing programs.

This exhibit applies to all manufactured
homes (except those referenced in exhibit B
of this subpart) on scattered sites or in rent-
al projects and subdivisions and covers the
requirements for design and construction of
manufactured home communities. The Agen-
cy may approve alternatives or substitutes if
it finds the proposed design satisfactory for
the proposed use, and if the materials, in-
stallation, device, arrangement, or method
of work is at least equivalent to that pre-
scribed in this exhibit considering quality,
strength, effectiveness, durability, safety
and protection of life and health.

The Agency will require satisfactory evi-
dence to be submitted to substantiate claims
made regarding the use of any proposed al-
ternative.

II. Background. The Agency has authority
to make (1) section 502 Rural Housing (RH)
loans with respect to manufactured homes
and lots, and (2) section 515 Rural Rental
Housing (RRH) loans with respect to manu-
factured home rental projects.
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The manufactured home must be con-
structed in conformance with the Federal
Manufactured Home Construction and Safety
Standard (FMHCSS) and be permanently at-
tached to a site-built permanent foundation
which meets or exceeds the Minimum Prop-
erty Standards (MPS) for One- and Two-
Family Dwellings or Model Building Codes
acceptable to the Agency. The manufactured
home must be permanently attached to that
foundation by anchoring devices adequate to
resist all loads identified in the MPS. This
includes resistance to ground movements,
seismic shaking, potential shearing, over-
turning and uplift loads caused by wind.
Note that anchoring straps or cables affixed
to ground anchors other than footings will
not meet these requirements.

7 CFR part 1970 applies on scattered sites,
in subdivisions and rental projects with re-
gard to the development, installation and
set-up of manufactured homes. To determine
the level of environmental analysis required
for a particular application, each manufac-
tured home or lot involved will be considered
as equivalent to one housing unit or lot. Be-
cause the development, installation and set-
up of manufactured home communities, in-
cluding scattered sites, rental projects, and
subdivisions, differ in some requirements
from conventional site and subdivision de-
velopment, two of the purposes of this ex-
hibit are to:

A. Encourage economical and orderly de-
velopment of such communities and nearby
areas, and

B. Promote the safety and health of resi-
dents of such communities.

Therefore, this exhibit identifies those re-
quired standards and regulations and sug-
gested guidelines for eliminating and pre-
venting health and safety hazards and pro-
moting the economical and orderly develop-
ment and utilization of land for planning and
development of manufactured home commu-
nities. The exhibit also provides the require-
ments for meeting the following:

A. Resistance to Wind. Foundations and an-
chorages shall be designed to resist wind
forces specified in American National Stand-
ards Institute (ANSI) A-58.1-1982 for the geo-
graphic area in which the manufactured
home will be sited;

B. Proper Installation. The manufacturer’s
installation instructions provided with each
manufactured home shall contain instruc-
tions for at least one site-built foundation
with interior and/or perimeter supports.
Agency field office personnel shall review to
determine its adequacy as security for an
Agency loan only, the foundation design con-
cept for compliance with this exhibit, the
Agency/MPS and any Model Building Code
acceptable to the Agency in that particular
geographic area; and

C. Proper Foundation Design. Manufactured
homes shall be installed on a foundation sys-
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tem which is designed and constructed to
sustain, within allowable stress and settle-
ment limitations, all applicable loads. Any
foundation and anchorage system or method
of construction to be used should be analyzed
in accordance with well-established prin-
ciples of mechanics and structural engineer-
ing.

III. Definitions. For the purpose of this ex-
hibit the following definitions apply:

Accessory Building or Structure.

A subordinate building or structure which
is an addition to or supplements the facili-
ties provided by a manufactured home.

Anchoring Systems. An approved system for
securing the manufactured home to the
ground or foundation system that will, when
properly designed and installed, resist over-
turning and lateral movement of the home
from wind forces.

Contiguous. Sharing a boundary, adjoining
or adjacent. A lot or subdivision is consid-
ered to be contiguous to other lots or sub-
divisions if it is adjoining, touching or adja-
cent.

Federal manufactured Home Construction and
Safety Standards (FMHCSS). A 1976 federal
standard, commonly known as the HUD
Standard, for the construction, design and
performance of a manufactured home which
meets the needs of the public including the
need for quality, durability and safety. Units
conforming to the FMHCSS are certified by
an affixed label that reads as follows:

AS EVIDENCED BY THIS LABEL NO.
THE MANUFACTURER CERTIFIES
TO THE BEST OF THE MANUFACTURER’S
KNOWLEDGE AND BELIEF THAT THIS
MANUFACTURED HOME HAS BEEN IN-
SPECTED IN ACCORDANCE WITH THE RE-
QUIREMENTS OF THE DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT
AND IS CONSTRUCTED IN CONFORMANCE
WITH THE FEDERAL MANUFACTURED
HOME CONSTRUCTION AND SAFETY
STANDARDS IN EFFECT ON THE DATE OF
MANUFACTURE. SEE DATA PLATE.

Manufactured Home. A structure which is
built to the Federal Manufactured Home
Construction and Safety Standards and
Agency’s thermal requirements. It is trans-
portable in one or more sections, which in
the traveling mode is ten body feet or more
in width, and when erected on site is four
hundred or more square feet, and which is
built on a permanent foundation when con-
nected to the required utilities. It is de-
signed and constructed for permanent occu-
pancy by a single family and contains per-
manent eating, cooking, sleeping and sani-
tary facilities. The plumbing, heating, and
electrical systems are contained in the
structure.

Manufactured Home Community. A parcel or
contiguous parcels of land which contains
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two or more manufactured home sites avail-
able to the general public for occupancy.
Sites and units may be for rent, or sites may
be sold for residential occupancy (as in a
subdivision).

Manufactured Home Rental Project. A parcel
or multiple parcels of land which have been
so designated and improved to contain man-
ufactured homes with sites available for
rent.

Manufactured Home Site. A designated par-
cel of land in a manufactured home rental
project, subdivision or scattered site de-
signed for the accommodation of a unit and
its accessory structures for the exclusive use
of the occupants.

Manufactured Home Subdivisions. Five or
more contiguous (developed or undeveloped)
lots, or building sites that meet the require-
ments of subpart C of part 1924 of this chap-
ter.

Permanent Perimeter Enclosure. A perma-
nent perimeter structural system completely
enclosing the space between the floor joist of
the manufactured home and the ground. If
separate from the foundation system, the
permanent perimeter enclosure shall be se-
cured to the perimeter of the manufactured
home, properly ventilated and accessible and
constructed of materials that conform to the
Agency adopted MPS requirements for foun-
dations.

Pier Support System. Consists of footings,
piers, caps, leveling spacers, or approved pre-
fabricated load bearing devices.

Related Facilities. Any nonresidential struc-
ture or building used for rental housing re-
lated purposes.

Site-Built Permanent Foundation System. A
foundation system (consisting of a combina-
tion of footings, piers, caps and shims and
anchoring devices or required structural con-
nections) which is designed and constructed
to support the unit and sustain, within al-
lowable stress and settlement limitations,
all applicable loads specified in ANSI A58.1-
1982. All loads shall be transferred from the
manufactured home to the earth at a depth
below the established frost line without ex-
ceeding the safe bearing capacity of the sup-
porting soil.

Set-Up. The work performed and operations
involved in the placement of a manufactured
home on a foundation system, to include in-
stallation of accessories or appurtenances
and anchoring devices, and when local regu-
lations permit, connection of utilities, but
excluding preparation of the site.

IV. Compliance with Local Regulations.
These requirements do not replace site de-
velopment standards established by local
law, ordinances, or regulations. Whenever
such local standards contain more stringent
provisions than any of the site development,
installation and set-up minimums of the
Agency, the more stringent standards shall
govern.

Pt. 1924, Subpt. A, Exh. J

V. Applicable Standards, Regulations and
Manuals. A. Manufactured housing to be fi-
nanced by the Agency must comply with the
following standards:

1. Federal Manufactured Home Construc-
tion and Safety Standards, 24 CFR part 3280,
mandated by Congress under title VI of the
Federal Housing and Community Develop-
ment Act of 1974, except for §3280.506, ‘‘Heat
Loss,” of subpart F, ‘“Thermal Protection,”
to part 3280.

2. Foundation requirements of the Min-
imum Property Standards as adopted by the
Agency or a Model Building Code acceptable
to the Agency.

3. [Reserved]

4. Uniform Federal Accessibility Standard
(UFAS).

5. ANSI A58.1-1982, Minimum Design Loads
for Buildings and Other Structures.

B. Manufactured housing to be financed by
the Agency shall comply with all applicable
Agency regulations, including but not lim-
ited to the following:

1. Subpart C of part 1924 of this chapter,
“Planning and Performing Development
Work.”

2. Subpart A of part 1924, exhibit D, ‘“Ther-
mal Performance Construction Standards.”

3.7 CFR part 1970.

4. 7 CFR part 3550, ‘‘Direct Single Family
Housing Loans and Grants.”’

5. Subpart E of part 1944, ‘“‘Rural Rental
Housing Loan Policies, Procedures, and Au-
thorizations.”

The requirements of the above references
have not been repeated in this exhibit. Those
requirements contained above are either
mandatory or minimums and every effort
should be made by the applicant, builder-de-
veloper or dealer-contractor to utilize higher
standards, when appropriate.

Part B—Construction and Land Development

I. General Acceptability Criteria. The fol-
lowing criteria apply to development on
scattered sites, in subdivisions and in rental
project communities.

A. A manufactured home development in-
cluding a site, rental project or subdivision
shall be located on property designated for
that use, where designations exist, by the
local jurisdiction.

B. Conditions of soil, ground water level,
drainage, flooding and topography shall not
create hazards to the property and health or
safety of the residents.

C. The finished grade elevation beneath the
manufactured home or the first floor ele-
vation of the habitable space, whichever is
lower, must be above the 100-year flood ele-
vation. This requirement applies wherever
manufactured homes may be installed, not
just in locations designated by the National
Flood Insurance Program as areas of special
flood hazards. The use of fill to accomplish
this is a last resort. As is stated in EO 11988
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and 7 CFR part 1970, it is the Agency’s policy
not to approve or fund any proposal in a 100-
year floodplain area unless there is no prac-
ticable alternative to such a floodplain loca-
tion.

D. Essential services such as employment
centers, shopping, schools, recreation areas,
police and fire protection, and garbage and
trash removal shall be convenient to the de-
velopment and any site, community, or sub-
division must comply with the environ-
mental review requirements in accordance
with 7 CFR part 1970.

E. Manufactured home sites, rental
projects and subdivisions shall not be subject
to any adverse influences of adjacent land
uses. An adverse influence is considered as
one that is out of the acceptable level or
range of a recognizable standard or where no
standard exists is considered a nuisance irre-
spective of a site being zoned for manufac-
tured home use. Health, safety and aesthetic
consequences of location shall be carefully
assessed by inspection of the site prior to se-
lection of development. Undesirable land
uses sush as deteriorated residential or com-
mercial areas and noxious industrial prop-
erties shall be avoided to ensure compat-
ibility. Other undesirable elements such as
heavily traveled highways, airport runways,
railroad, or fire hazards and other areas sub-
ject to recognizably intolerable noise levels
shall be avoided.

F. The requirements for streets shall be
those found in subpart C of part 1924 of this
chapter.

G. The site design and development shall
be in accordance with sound engineering and
architectural practices and shall provide for
all utilities in a manner which allows ade-
quate, economic, safe, energy efficient and
dependable systems with sufficient ease-
ments for their required installation and
maintenance.

H. Utilities for each manufactured home
site, rental housing project or subdivision
shall be designed and installed in accordance
with subpart C of part 1924 of this chapter;
and the State health authority having juris-
diction, and all local laws and regulations re-
quiring approval prior to construction.

1. Exhibit C, section V of this subpart shall
be complied with by the applicant, dealer-
contractor or builder-developer for manufac-
tured home projects with individual water
supply and sewage disposal systems. This ex-
hibit shall be used by the Agency County Su-
pervisors, District Directors, and State Di-
rectors in reviewing submissions.

J. During the planning, design, and con-
struction of the foundation system and/or pe-
rimeter enclosure, provisions shall be made
for the installation and connection of on-site
water, gas, electrical and sewer systems,
which are necessary for the normal oper-
ation of the manufactured home. Water and

7 CFR Ch. XVIII (1-1-24 Edition)

sewer system hookups shall be adequately
protected from freezing.

II. Development on Scattered Sites and in
Subdivisions.—A. General. Scattered sites and
subdivision developments will be planned
and constructed in accordance with specific
requirements of this subpart, subpart C of
part 1924, and 7 CFR part 1970, and the appli-
cable Agency/MPS or Model Building Codes
acceptable to the Agency. Manufactured
homes for development in a manufactured
home community shall:

1. Be erected with or without a basement
on a site-built permanent foundation that
meets or exceeds applicable requirements of
the Agency/MPS for One- and Two-Family
Dwellings or Model Building Codes accept-
able to the Agency;

2. Be permanently attached to that founda-
tion by anchoring devices adequate to resist
all loads identified in the Agency adopted
MPS (this includes resistance to ground
movements, seismic shaking, potential
shearing, overturning and uplift loads caused
by wind, etc.);

3. Have had the towing hitch or running
gear, which includes tongues, axles, brakes,
wheels, lights and other parts of the chassis
that operate only during transportation re-
moved;

4. Have any crawl space beneath the manu-
factured home properly ventilated and en-
closed by a continuous permanent perimeter
enclosure. If it is not the supporting founda-
tion, designed to resist all forces to which it
may be subject without transmitting to the
building superstructure movements or any
effects caused by frost heave, soil settlement
(consolidation), or shrinking or swelling of
expansive soils; and be constructed of mate-
rials that conform to Agency adopted MPS
requirements for foundations;

5. Have the manufactured home insulated
to meet the energy conserving requirements
contained in exhibit D of this subpart;

6. Have a manufactured home site, site im-
provements, and all other features of the
mortgaged property not addressed by the
Federal Manufactured Home Construction
and Safety Standards, meet or exceed appli-
cable requirements of this subpart and sub-
part C of part 1924 of this chapter, the Agen-
cy adopted MPS except paragraph 31-2.2 or a
Model Building Code acceptable to the Agen-
cy;

7. Have had the manufactured unit itself
braced and stiffened where necessary before
it leaves the factory to eliminate racking
and potential damage during transportation;
and

8. Be eligible for financing in accordance
with the requirements of either section 502,
or section 515 of the Agency’s Housing Pro-
gram, for which purpose the beginning of
construction will be the commencement of
on-site work even though the manufactured
home itself may have been produced and
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temporarily stored prior to the date of appli-
cation for financing.

B. Site Planning and Development. The site
planning and development of manufactured
home scattered sites and subdivisions shall
also comply with the following:

1. Arrangement of Structures and Facilities.
The site, including the manufactured home,
accessory structures, and all site improve-
ments shall be harmoniously and efficiently
organized in relation to topography, the
shape of the plot, and the shape, size and po-
sition of the unit. Particular attention shall
be paid to use, appearance and livability.

2. Adaptation to Site Assets. The manufac-
tured home shall be fitted to the terrain
with a minimum disturbance of the land. Ex-
isting trees, rock formations, and other nat-
ural site features shall be preserved to the
extent practical. Favorable views or out-
looks shall be emphasized by the plan.

3. Site Plan. The site plan shall provide for
a desirable residential environment which is
an asset to the community in which it is lo-
cated.

4. Lot Size. The size of manufactured home
lots (scattered sites and subdivision) shall be
determined by 7 CFR part 3550 and subpart C
of part 1924 of this chapter.

C. Foundation Systems, Anchoring and Set-
up.
1. The foundation system shall be con-
structed in accordance with this subpart and
one of the following: (a) The foundation sys-
tem included in the manufacturer’s installa-
tion instructions meeting Agency/MPS re-
quirements, (b) the Agency/MPS 4900.1,
which specifies performance requirements
for foundations in section 600 ‘‘General’ and
paragraph 601-16 ‘‘Foundations,” or (c) an
FmHA or its successor agency under Public
Law 103-354 recognized model building code.

2. The manufactured home permanent
foundation system shall constitute a perma-
nent load bearing support system for the
manufactured home. The manufacturer or
applicant shall be permitted to design or
specify the installation of a foundation sys-
tem which meets Agency/MPS design re-
quirements for foundations and the general
requirements above.

3. The applicant’s responsibility for proper
design and installation of the permanent
foundation system, anchoring and set-up
shall be in accordance with §1924.5(f)(1), of
this subpart.

4. The builder/developer of the manufac-
tured home property, for proposed construc-
tion, shall submit with the application for fi-
nancing by the applicant or for a conditional
commitment design calculations, details and
drawings for the installation, anchorage and
construction of permanent foundation and
perimeter enclosure to be used.

III. Rental Housing Project Development. A.
General. Manufactured housing rental devel-
opments shall be planned and constructed in
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accordance with requirements of subpart C
of part 1924; this subpart; 7 CFR part 1970,
the Agency/MPS; and the requirements of
subpart E of part 1944 of this chapter.

B. Site Planning and Development. Site plan-
ning and development shall adapt to indi-
vidual site conditions and the type of market
to be served, reflect advances in site plan-
ning and development techniques, and be
adaptable to the trends in design of the man-
ufactured home. Site planning and develop-
ment shall utilize existing terrain, trees,
shrubs and rocks formations to the extent
practicable. A regimental style site plan de-
sign should be avoided.

C. Foundation Systems, Anchoring and Set-
up. Foundation systems, anchoring and set/
ups for manufactured home rental projects
(site and home) developed under Agency sec-
tion 515 Rural Rental Housing program shall
comply with the requirements of paragraphs
IT A and II C above.

IV. Accessory Structures and Related Facili-
ties. A. General. Accessory structures and re-
lated facilities are dependent upon the man-
ufactured home and its environment.

1. Accessory structures and related facili-
ties shall be planned, designed and con-
structed in accordance with the applicable
provisions of this subpart; the Agency/MPS;
and local criteria of the authority having ju-
risdiction.

2. Accessory structures and related facili-
ties shall be designed in a manner that will
eliminate and prevent health and safety haz-
ards and enhance the appearance of the man-
ufactured home and its environment.

3. Accessory structures and related facili-
ties shall not obstruct required openings for
light and ventilation of the manufactured
home and shall not hamper installation and
utility connections of the unit.

B. Accessory Structures. 1. Accessory struc-
tures shall not include spaces for pantries,
bath, toilet, laundries, closets or utility
rooms.

2. Accessory structures shall be carefully
designed and constructed for the convenience
and comfort of the manufactured home occu-
pant. These features significantly affect the
visual appearance of the community and in-
fluence livability.

C. Related Facilities (Rental Housing
Projects). 1. This includes those facilities as
defined in §1944.212(e) of subpart E of part
1944 of this chapter.

2. Related facilities built on-site must
meet the Agency/MPS and subpart A of part
1924 of this chapter or other building codes
approved by by the Agency.

3. Workmanship shall be of a quality equal
to good standard practice. Material shall be
of such kind and quality as to assure reason-
able durability and economy of maintenance,
all commensurate with the class of building
under consideration.
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4. All members and parts of the construc-
tion shall be properly designed to carry all
loads imposed without detrimental effect on
finish or covering materials.

5. The structure shall be adequately braced
against lateral stresses and each member
shall be correctly fitted and connected.

6. Adequate precautions shall be taken to
protect against fire and accidents.

7. All related facilities which require ac-
cessibility to the handicapped must comply
with the Uniform Federal Accessibility
Standard (UFAS).

V. Fire Protection and Safety. A. The design
of the site plan for each manufactured com-
munity and scattered site shall meet the fire
protection and safety requirements of the
local authority responsible for providing the
necessary fire protection services.

B. All fire detection and alarm systems,
and water supply requirements for fire pro-
tection for manufactured communities shall
be in accordance with the local authority re-
sponsible for providing the necessary fire
protection services.

C. Any portion of a manufactured home
shall not be closer than the local separation
requirements of the development standard
for side to side, end to end, and end to side
siting. If the exposed composite wall and roof
of two or more manufactured homes are pro-
posed to be joined they shall be without
openings and constructed of materials which
will provide a minimum one-hour fire rating
each, or the manufactured homes are sepa-
rated by a one-hour fire rated barrier de-
signed and approved for such installation
and permitted by the authority having juris-
diction.

D. Manufactured homes shall not be posi-
tioned vertically (stacked) with one over the
other in whole or in part without the specific
approval of the authority having jurisdic-
tion.

Part C—Drawings, Specifications, Contract
Documents and Other Documentation

1. General. Adequate site development and
foundation installation drawings and
specfications shall be provided by the appli-
cant or dealer-contractor to the Agency to
fully describe the construction and other de-
velopment work. These documents shall be
provided according to the requirements of
§1924.5(f)(1) of this subpart. Contract docu-
ments will be prepared in accordance with
§1924.6 and, in the case of multiple family
housing construction and development,
§1924.13 of this subpart.

A. The documents recommended shall be
used as a guide for drawings and specifica-
tions to be submitted in support of all types
of loan and/or grant applications involving
manufactured homes. Adequate and accurate
drawings and specifications are necessary to:

1. Determine the acceptability of the phys-
ical environment and improvements,
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2. Determine compliance with the applica-
ble standards and codes,

3. Review cost estimates, and

4. Provide a basis for financing, inspec-
tions, and the warranty.

B. Detailed floor plans, drawings and speci-
fications are not required for any manufac-
tured home to be installed on a scattered
site, in a subdivision or rental housing
project. However, a schematic floor plan
should be submitted by the applicant when
applying for Agency financing. The unit
must have an affixed label as specified in ex-
hibit D of this subpart indicating that the
unit is constructed to the Agency thermal
requirements for the appropriate winter de-
gree days. This will indicate that the manu-
facturer certifies that the unit has been
properly inspected and it meets the Agency
Thermal Performance Construction Stand-
ard.

C. For proposed construction, the builder
or dealer-contractor shall submit with the
loan or grant application design calcula-
tions, details and drawings for the installa-
tion, anchorage and construction of the per-
manent foundations and perimeter enclosure
to be used. Drawings and specifications for
foundation systems will be reviewed and ex-
amined by either the Agency County Super-
visor, District Director, or State Architect/
Engineer for foundation support locations,
loads and connection requirements specified
by the manufacturer as a basis for evalu-
ating foundation compliance with the Agen-
cy/MPS or Model Building Code, and for de-
termining design suitability for soil condi-
tions. Drawings and specifications will also
be examined by the Agency to determine
compliance with all other on-site features
not covered by the FMHCSS.

D. Foundation design sections and details
of all critical construction points systems,
anchorage methods, and structural items
shall be scaled as necessary to provide all ap-
propriate information 1:30 (3/8” = 1’-0”) min-
imum.

II. Scattered Sites. Drawings for single fam-
ily manufactured housing shall be submitted
by the applicant in addition to the require-
ments of paragraph I above and the require-
ments of paragraphs II A and D-7 of exhibit
C of this subpart.

III. Subdivisions. Subpart C of part 1924 of
this chapter will be used in preparing and
providing supporting documents.

IV. Rental Housing Projects. Subpart C of
part 1924 of this chapter will be used in pre-
paring and providing supporting documents.

V. Specifications. A. Form RD 424-2, ‘‘De-
scription of Materials,”” or other acceptable
and comparable descriptions of all materials
used for site development, foundation instal-
lation and the permanent perimeter enclo-
sure shall be submitted with the drawings by
the applicant.
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B. The material identification information
shall be in sufficient detail to fully describe
the material, size and grade. Where nec-
essary, additional sheets shall be attached as
well as manufacturer’s specification sheets
for equipment and/or special materials.

Part D—Inspection of Development Work

1. General. The following policies will gov-
ern the inspection of all manufactured hous-
ing development work. This includes scat-
tered sites, subdivisions, rental housing
projects and all accessory structures and re-
lated facilities unless otherwise indicated.

I1. Inspections. A. The responsibility for fre-
quency and propose of inspections shall be in
accordance with §1924.9(b) (1), (2) and (3) of
this subpart. The inspection requirements of
§1924.13 apply to the planning and conduct of
construction work on all 515 housing devel-
opments that are more extensive in scope
and more complex in nature than those in-
volving an individual manufactured housing
unit. The Stage 2 inspection customary for
site-built housing when the building is en-
closed is not required for manufactured
homes.

The Stage 2 inspection for manufactured
homes will be made within two working days
after erection or placement on the founda-
tion to determine compliance with accepted
installation drawings and specifications for
installation and set-up and to verify that the
correct unit is on the site.

Stages 2 and 3 inspections for manufac-
tured homes may be combined when author-
ized by the State Director.

B. The borrower will join the County Su-
pervisor or the District Director in making
periodic inspections as often as possible and
always for the final inspection.

C. The borrower should be encouraged to
make enough periodic visits to the site to be
familiar with the progress and performance
of the work in order to protect the bor-
rower’s interest. If the borrower observes or
otherwise becomes aware of any fault or de-
fect in the work or nonconformance with the
contract documents, the borrower should
give prompt written notice thereof to the
dealer-contractor and a copy of the notice to
the appropriate County Supervisor or Dis-
trict Director.

D. During inspection, it will generally be
infeasible to determine whether a manufac-
tured unit erected on a site was properly
braced and stiffened during transportation.
Inspectors should examine these units to de-
termine that there is no obvious damage or
loosening of fastenings that may have oc-
curred during transportation. The dealer-
contractor must warrant these units against
such damage, which should protect the Agen-
cy’s interest.

III. Warranty Plan Coverage. The warranty
requirements for all development work shall
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be in accordance with §1924.9(d) of this sub-
part and 7 CFR part 3550, subpart B.

[61 FR 41603, Nov. 18, 1986, as amended at 52
FR 19283, May 22, 1987; 53 FR 2156, Jan. 26,
1988; 67 FR 178327, Dec. 24, 2002; 81 FR 11029,
Mar. 2, 2016]

EXHIBIT K TO SUBPART A OF PART 1924—
CLASSIFICATIONS FOR MULTI-FAMILY
RESIDENTIAL REHABILITATION WORK

I. General

This exhibit distinguishes between what
the Agency considers maintenance and re-
pair work, moderate rehabilitation and sub-
stantial rehabilitation. In all cases, the
building or project to be rehabilitated shall
be structurally sound. The applicant shall
have a structural analysis of the existing
building made to determine the adequacy of
all structural systems for the proposed reha-
bilitation.

II. Definitions

Maintenance and Repair—Work involved in
the selective replacement and general main-
tenance and repair of certain materials, ap-
pliances or components of an existing resi-
dential building.

Moderate Rehabilitation—All work di-
rectly involved in the rearrangement of inte-
rior space, the replacement of finish mate-
rials or components of the electrical, plumb-
ing, heating or conveyance systems of an ex-
isting multi-family residential building.
Work and improvements are considered to be
more than routine maintenance and repair.

Substantial Rehabilitation—All work di-
rectly involved in the rearrangement of inte-
rior space that involves alteration of load
bearing partitions and columns; the replace-
ment of the electrical, plumbing, heating or
conveyance systems; and the addition to and/
or major conversion of existing multi-family
residential buildings or other building struc-
tures.

Moderate rehabilitation and repair shall
not be limited to building changes for cos-
metic or convenience purposes. In all cases
moderate rehabilitation shall involve a min-
imum of three (3) components of building re-
habilitation listed as moderate. Unless com-
bined with other improvements in a project
that are considered to be moderate or sub-
stantial rehabilitation the items identified
as maintenance and repair are considered to
be cosmetic and convenience changes.

When a rehabilitation project consists of
both moderate and substantial rehabilitation
components, those substantial rehabilitation
components shall be in accordance with the
Agency’s development standards and local
codes and regulation requirements. Where
the majority of project components of build-
ing rehabilitation are considered substantial
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the project shall be considered in the sub-
stantial rehabilitation category.

Those site components of rehabilitation
such as landscaping, grading, drainage, fenc-
ing, parking areas, recreation areas, water
and waste disposal systems, etc., whether
considered either maintenance and repair,
moderate rehabilitation or substantial reha-
bilitation shall be in accordance with the
Agency’s development standards for site de-
velopment work; all local codes and regula-
tion requirements; and sound engineering
and architectural practices.

Any alteration of a structure listed or eli-
gible for listing on the National Register of
Historic Places may be considered either
moderate or substantial rehabilitation; how-
ever, it shall conform first to the Secretary
of the Interior’s Standards for Rehabilita-
tion and Guidelines for Rehabilitating His-
toric Buildings and then to the Agency’s re-
quirements. In cases where the Secretary of
the Interior’s standards cannot be met, reha-
bilitation will conform to the agreed upon
approaches, treatments and techniques re-
sulting from the consultation process be-
tween the Agency, the borrower, the State
Historic Preservation Officer and the Advi-
sory Council of Historic Preservation.

III. Components of Multi-Family Building
Rehabilitation

The components of multi-family building
rehabilitation necessary and generally con-
sidered by the Agency to be either mainte-
nance and repair, moderate rehabilitation or
substantial rehabilitation include but are
not limited to those listed in the following
chart.

COMPONENTS OF MULTI-FAMILY BUILDING
REHABILITATION

Mainte-

nance

and re-
pair

Moderate
rehabilita-
tion

Substan-
tial reha-
bilitation

Components

Air conditioning .............. o
Appliance replacement
or repair
Cabinet replacement or
repair ..
Carpeting
Caulking .
Ceiling framing
Clothes closets or shelv-
ing improvements
Door repair ...
Drywall repair
Gutters and downspouts
Hardware replacement
or repair
Kitchen cabinet improve-
ment ... .
Lighting fixture replace-
ment or repair
Mail boxes
Painting ..
Paneling .

o

(ol RNelNe)

(ol RN elNe)

o

o

O 00 o
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COMPONENTS OF MULTI-FAMILY BUILDING
REHABILITATION—Continued

Components

Mainte-
nance
and re-
pair

Moderate
rehabilita-
tion

Substan-
tial reha-
bilitation

Partition repair ...............
Roof repair ..
Signage ...
Stair repair ..
Tile work
Wallpapering
Window shades and cur-
tains
Door replacement .
Drywall replacement ......
Elevator components re-
placement
Exterior entrance rede-
sign, relocation ...........
Finish flooring materials
Flashing
Furnace replacement ....
Gas pipes ...
Insulation .
Lath and plaster re-
placement
New shingles or roof re-
placement
Partition (nonbearing)
replacement, or relo-
cation
Plumbing fixture replace-
ment ...
Pointing .....cooveoviiiiiies
Porch and steps
alterator or replace-
ment .
Stair replacement, or re-
location ...
Storm windows and
weatherstripping .........
Subfloor material re-
placement
Trim—exterior and inte-
rior
Window replacement .....
New or alteration to the:
Mechanical system
Soil pipes ................
Vent pipes
Waste pipes ..
Alteration or replace-
ment of structural
components:
Beams.
Chimneys and vents
Columns and post ..
Electrical service—
replacement or
new
Elevator replace-

Exterior walls .
Floor construction ...
Footing
Foundation wall .....
Foundation water-
proofing
Interior walls ..

O 00O O0OO0Oo

o

O O o0 o

O 0 o0 oo o

o
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Moderate repair and rehabilitation shall
not be limited to building changes for cos-
metic purposes. In all cases moderate reha-
bilitation shall involve a minimum of three
(3) components of building rehabilitation
listed as moderate. Unless combined with
other improvements in a project that are
considered to be moderate or substantial re-
habilitation the items identified as mainte-
nance and repair are considered to be cos-
metic and convenience changes.

EXHIBIT L. TO SUBPART A OF PART 1924—
INSURED 10-YEAR HOME WARRANTY
PLAN REQUIREMENTS

I. Purpose

In recent years, numerous third-party
home warranty plans have been developed of-
fering new homeowners varying degrees of
protection against builder default and/or
major structural defects in their homes. This
exhibit establishes the criteria and proce-
dures by which a warranty plan is found ac-
ceptable for new construction of single fam-
ily homes financed by the Agency. An ac-
ceptable warranty plan will:

A. Assure that the Agency borrowers re-
ceive adequate warranty coverage,

B. In certain circumstances, eliminate the
requirement for the Agency personnel to
make the first two construction inspections,
and

C. Permit a loan up to the market value of
the security (less the unpaid principal bal-
ance and past due interest of any other liens
against the security), even though the Agen-
cy personnel may not have performed period
inspections during construction.

II. Types of Warranty Companies

A. An insured warranty company is under-
written by an insurance carrier, licensed to
operate as an insurer by the states where the
warranty company plans to operate, and has
an acceptable rating from a nationally rec-
ognized rating company such as A.M. Best
Company.

B. A risk retention group is an insurer
which is licensed in one state and is author-
ized, under the Products Liability Risk Re-
tention Act of 1981, to issue its policies in all
states. This authority is not challenged by
the Agency; however, there remains some
question as to the legal propriety of a 10-
year insured warranty insurer to be a risk-
retention group. If at some future time any
state insurance commission or regulatory
agency challenges the legal authority of
such group, the Agency will reconsider its
acceptance of the group.

C. Individual state warranty plans, such as
that offered by the State of New Jersey, are
backed by the full faith and credit of the
state government.
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III. Plan Requirements

To be considered acceptable, a warranty
plan must include the following features:

A. The entire cost (fee, premium, etc.) of
the coverage is prepaid and coverage auto-
matically transfers to subsequent owners
without additional cost.

B. The coverage is not cancellable by the
warrantor (builder), warranty company or
insurer.

C. The coverage age includes at least the
following:

(1) For one year from the effective date,
any defects caused by faulty workmanship of
defective materials.

(2) During the second year after the effec-
tive date, the warranty continues to cover
the wiring, piping and duct work of the elec-
trical, plumbing, heating and cooling sys-
tems, plus the items in (3).

(3) During the third through the tenth
years, the warranty continues to cover
major structural defects. A major structural
defect is actual damage to the load-bearing
portion of the home including damage due to
subsidence, expansion or lateral movement
of the soil (excluding movement caused by
flood or earthquake) which affects its load-
bearing function and which vitally effects or
is imminently likely to affect use of the
home for residential purposes.

D. A system is provided for complaint
(claims) handling which includes a concilia-
tion and, if necessary to resolve matters in
dispute, arbitration arranged by the Amer-
ican Arbitration Association or similar orga-
nization.

E. A construction inspection plan is re-
quired if the Agency is to eliminate the first
two Agency inspections or permit a full mar-
ket value loan when Agency inspections are
not conducted.

IV. Information for Review

A. Companies submitting warranty plans
for a determination of acceptability must
support requests with the following informa-
tion.

(1) Evidence that the insured warranty
company has met the applicable state licens-
ing and/or regulatory requirements in the
state in which the company plans to operate.

(2) Evidence that the insurance carrier un-
derwriting the warranty plan is licensed to
operate as an insurer in the states in which
the company plans to operate and has an ac-
ceptable rating from a nationally recognized
company such as A.M. Best Company.

(3) State warrenty plan agencies will pro-
vide evidence that the plan is backed by the
full faith and credit of the state.

(4) A full description of the warranty plan
including information on the fees, builder
and home registration procedures, required
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construction standards, construction inspec-
tion procedures, coverage provided and
claims procedures.

(5) A sample copy of the warranty informa-
tion and/or policy which is provided to the
homeowner.

(6) Suggested means by which Agency field
offices can readily assure that the builder is
a member in good standing prior to loan ap-
proval and that a warrant will be issued upon
the completion of construction prior to the
final release of funds.

B. Submission and Acceptance:

(1) Insured warranty companies, except
those operating as risk retention groups, and
state warranty plan agencies will submit
their requests and supporting information to
the Agency State Director in the state in
which they plan to operate. State Directors
will determine the acceptability of insured
warranty plans and state warranty plans in
their jurisdictions, notify the company or
agency of the decision in writing and notify
field offices by issuance of a State Supple-
ment including the names and addresses of
acceptable warranty companies and any
other pertinent information.

(2) Warranty companies claiming author-
ity as risk retention groups will submit their
requests and supporting information includ-
ing certification that it has complied with
all requirements of the Products Liability
Risk Retention Act of 1981 (Pub. L. 97-45) and
information indicating the state in which it
is licensed, information to the Agency Na-
tional Office, Single Family Housing Proc-
essing Division. The National Office will de-
termine the acceptability of the warranty of
a risk retention group, notify the company
of the decision in writing and notify field of-
fices by issuance of an attachment to this
exhibit.

V. Warranty Performance

A. County Supervisors will report inad-
equate warranty performance through their
District Director to the State Director.
State Directors will review the situation, as-
sist in resolving any problems and, if nec-
essary, initiate action under subpart F of
part 1942 of this chapter. State Directors will
inform, by memorandum, the Director, Sin-
gle Family Housing Processing Division, Na-
tional Office, of any problems with warranty
performance and if any debarment action is
initiated.

B. State Directors will annually monitor
each warranty company and/or its insurer to
assure continued compliance with state li-
censing and/or regulatory requirements.

Attachment 1—Acceptable Warranty Companies

The warranty companies listed below
claim authority to act as a risk retention
group under the Products Liability Risk Re-
tention Act of 1981 and as such, to operate in
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all States to provide 10-year home warran-
ties. This authority remains subject to fu-
ture challenges by any State insurance com-
missioner or regulatory agency; however,
until such challenge is made, the Agency ac-
cepts their warranty.

Name and address Area of operation

Home Owners Warranty Corporation/ | All States.
HOW Insurance Company, 11 North
Glebe Road, Arlington, Virginia
22201, (703) 516-4100.

Home Buyers Warranty, 89 Liberty
Street, Asheville, North Carolina
22801, Telephone: (704) 254-4478.

Residential Warranty Corporation, P.O.
Box 641, Harrisburg, Pennsylvania
17108-0641, Telephone: 1-800-
247-1812.

Manufactured Housing Warranty Cor-
poration, P.O. Box 641, Harrisburg,
Pennsylvania  17108-0641, Tele-
phone: 1-800-247-1812.

All States.

All States.

All States.

[62 FR 8002, Mar. 13, 1987, as amended at 56
FR 29167, June 26, 1991]

Subpart B [Reserved]

Subpart C—Planning and Per-
forming Site Development
Work

SOURCE: 60 FR 24543, May 9, 1995, unless
otherwise noted.

§1924.101 Purpose.

This subpart establishes the basic
Rural Housing Service (RHS) policies
for planning and performing site devel-
opment work. It also provides the pro-
cedures and guidelines for preparing
site development plans consistent with
Federal laws, regulations, and Execu-
tive Orders.

§1924.102 General policy.

(a) Rural development. This subpart
provides for the development of build-
ing sites and related facilities in rural
areas. It is designed to:

(1) Recognize community needs and
desires in local planning, control, and
development.

(2) Recognize standards for building-
site design which encourage and lead to
the development of economically sta-
ble communities, and the creation of
attractive, healthy, and permanent liv-
ing environments.
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(3) Encourage improvements planned
for the site to be the most cost-effec-
tive of the practicable alternatives.
Encourage utilities and services uti-
lized to be reliable, efficient, and avail-
able at reasonable costs.

(4) Provide for a planning process
that will consider impacts on the envi-
ronment and existing development in
order to formulate actions that pro-
tect, enhance, and restore environ-
mental quality.

(5) No site will be approved unless it
meets the requirements of this part
and all state and local permits and ap-
provals in connection with the pro-
posed development have been obtained.

(b) Subdivisions. RHS does not review
or approve subdivisions. Each site ap-
proved by RHS must meet the require-
ments of §1924.115, on a site by site
basis.

(c) Development related costs—(1) Ap-
plicant. The applicant is responsible for
all costs incurred before loan or grant
closing associated with planning, tech-
nical services, and actual construction.
These costs may be included in the
loan or grant as authorized by RHS
regulations.

(2) Developer. The developer is respon-
sible for payment of all costs associ-
ated with development.

§1924.103 Scope.

This subpart provides supplemental
requirements for Rural Rental Housing
(RRH) loans, Rural Cooperative Hous-
ing (RCH) loans, Farm Labor Housing
(LH) loans and grants, and Rural Hous-
ing Site (RHS) loans. It also provides a
site development standard, as indi-
cated in exhibit B of RD Instruction
1924-C, which supplements this subpart
to provide the minimum for the accept-
ability of development. All of this sub-
part applies to Single Family Housing
unless otherwise noted. All of this sub-
part also applies to Multiple Family
Housing except §§1924.115 and 1924.120,
and any paragraph specifically des-
ignated for Single Family Housing
only. In addition, RHS will consult
with appropriate Federal, state, and
local agencies, other organizations, and
individuals to implement the provi-
sions of this subpart.

§1924.104

§1924.104 Definitions.

As used in this subpart:

Applicant. Any person, partnership,
limited partnership, trust, consumer
cooperative, corporation, public body,
or association that has filed a
preapplication, or in the case of RHS
programs that do not require a
preapplication, an official application,
with RHS in anticipation of receiving
or utilizing RHS financial assistance.

Community. A community includes
cities, towns, boroughs, villages, and
unincorporated places which have the
characteristics of incorporated areas
with support services such as shopping,
post office, schools, central sewer and
water facilities, police and fire protec-
tion, hospitals, medical and pharma-
ceutical facilities, etc., and are easily
identifiable as established concentra-
tions of inhabited dwellings and pri-
vate and public buildings.

Developer. Any person, partnership,
public body, or corporation who is in-
volved with the development of a site
which will be financed by RHS.

Development. The act of building
structures and installing site improve-
ments on an individual dwelling site, a
subdivision, or a multiple family tract.

Multiple Family Housing. RHS RRH
loans, RCH loans, LH loans and grants,
and RHS loans.

Single Family Housing. RHS Rural
Housing loans for individuals for con-
struction of, repair of, or purchase of a
dwelling to be occupied by one house-
hold.

Site. A parcel of land proposed as a
dwelling site, with or without develop-
ment.

Site approval official. The RHS mak-
ing the determination that a site meets
the requirements in this subpart to be
acceptable for site loans. (See
§1924.120.)

Street surfaces. Streets may be hard
or all-weather surfaced.

(1) Hard surface—a street with a port-
land cement concrete, asphaltic con-
crete, or bituminous wearing surface or
other hard surfaces which are accept-
able and suitable to the local public
body for use with local climate, soil,
gradient, and volume and character of
traffic.

(2) All-weather—a street that can be
used year-round with a minimum of
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maintenance, such as the use of a grad-
er and minor application of surface ma-
terial, and is acceptable and suitable to
the local public body for use with local
climate, soil, gradient, and volume and
character of traffic.

Subdivision. Five or more contiguous
(developed or undeveloped) lots or
building sites. Subdivisions may be
new or existing.

§1924.105 Planning/performing devel-
opment.

(a) General. Planning is an evaluation
of specific development for a specific
site. Planning must take into consider-
ation topography, soils, climate, adja-
cent land use, environmental impacts,
energy efficiency, local economy, aes-
thetic and cultural values, public and
private services, housing and social
conditions, and a degree of flexibility
to accommodate changing demands.
All planning and performing develop-
ment work is the responsibility of the
applicant or developer. All develop-
ment will be arranged and completed
according to applicable local, state, or
Federal regulations including applica-
ble health and safety standards, envi-
ronmental requirements, and require-
ments of this subpart. When a public
authority requires inspections prior to
final acceptance, written assurance by
the responsible public authority of
compliance with local, city, county,
state or other public codes, regula-
tions, and ordinances is required prior
to final acceptance by RHS.

(1) [Reserved]

(2) Technical Services. [Reserved]

(1) [Reserved]

(ii) An applicant or developer for a
Multiple Family Housing project or a
Single Family Housing site which re-
quires technical services under
§1924.13(a), must contract for the tech-
nical services of an architect, engineer,
land surveyor, landscape architect, or
site planner, as appropriate, to provide
complete planning, drawings, and spec-
ifications. Such services may be pro-
vided by the applicant’s or developer’s
“in house” staff subject to RHS con-
currence. Technical services must be
performed by professionals who are
qualified and authorized to provide
such services in the state in which the
project would be developed. All tech-
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nical services must be provided in ac-
cordance with the requirements of pro-
fessional registration or licensing
boards. At completion of all construc-
tion or completion of a phase or phases
of the total project, the persons pro-
viding technical services under this
section must notify the RHS field of-
fice in writing that all work has been
completed in substantial conformance
with the approved plans and specifica-
tions.

(iii) For developments not specifi-
cally required to have technical serv-
ices under paragraph (a)(2)(ii) of this
section, such services may be required
by the state director when construc-
tion of streets or installation of utili-
ties is involved.

(3) Drawings, specifications, contract
documents, and other documentations.
Adequate drawings and specifications
must be provided by the applicant or
developer to RHS in sufficient detail to
fully and accurately describe the pro-
posed development. Contract docu-
ments must be prepared in accordance
with §1924.6 or, in the case of more
complex construction, §1924.13.

(b) Single Family Housing. Proposals
for development of individual dwelling
sites must meet the following require-
ments:

(1) Site development design require-
ments. Exhibit B (available in any RHS
field office) will be used as a minimum
by applicants or developers in pre-
paring proposals and supporting docu-
ments for Single Family Housing
loans, in addition to specific require-
ments made in this subpart.

(2) [Reserved]

(c) Multiple Family Housing. Exhibit C
(available in any RHS office) should be
used as a guide by the applicant or de-
veloper in preparing a proposal and
supporting documents for multiple
family housing projects.

§1924.106 Location.

(a) General. It is RHS’s policy to pro-
mote compact community development
and to finance projects that avoid or
minimize conversion of wetlands or im-
portant farmlands, avoid unwarranted
alterations or encroachment on
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floodplains, and avoid unwarranted ad-
verse effects to historic properties (in-
cluding those listed or eligible for list-
ing on the National Register of His-
toric Places), when practicable alter-
natives exist to meet development
needs; RHS is prohibited from financ-
ing development within the Coastal
Barrier Resource System, or on a bar-
rier island. A complete listing of the
environmental review requirements is
found in 7 CFR part 1970. In order to be
eligible for RHS participation:

(1) The site must be located in an eli-
gible area as defined in the program
regulations under which the develop-
ment is being funded or approved.

(2) The site must comply with the en-
vironmental review requirements in
accordance with 7 CFR part 1970.

(b) Single Family Housing. In addition
to the general requirements in para-
graph (a) of this section, sites must
provide a desirable, safe, functional,
convenient, and attractive living envi-
ronment for the residents.

(c) Multiple Family Housing. Multiple
family housing projects shall be lo-
cated in accordance with the require-
ments in paragraph (r) of §1944.215. Lo-
cating sites in less than desirable loca-
tions of the community because they
are in close proximity to undesirable
influences such as high activity rail-
road tracks; adjacent to or behind in-
dustrial sites; bordering sites or struc-
tures which are not decent, safe, or
sanitary; or bordering sites which have
potential environmental concerns such
as processing plants, etc., is not ac-
ceptable. Screening such sites does not
make them acceptable. Sites which are
not an integral part of a residential
community and do not have a reason-
able access, either by location or ter-
rain, to essential community facilities
such as water, sewerage, schools, shop-
ping, employment opportunities, med-
ical facilities, etc., are not acceptable.

[60 FR 24543, May 9, 1995, as amended at 81
FR 11030, Mar. 2, 2016]

§1924.107 Utilities.

All development under this subpart
must have adequate, economic, safe,
energy efficient, dependable utilities
with sufficient easements for installa-
tion and maintenance.

§1924.107

(a) Water and wastewater disposal Sys-
tems—(1) Single Family Housing. If sites
are served by central water or sewer
systems, the systems must meet the
requirements of paragraphs (a)(2) (i)
and (ii) of this section. If sites have in-
dividual water or sewer systems, they
must meet the requirements of the
state department of health or other
comparable reviewing and regulatory
authority and the minimum require-
ments of exhibit B (available in any
RHS field office), paragraphs V and VI.
Sites in subdivisions of more than 25
dwelling units on individual systems,
or sites that do not meet the require-
ments of exhibit B, paragraphs V and
VI, must have state director concur-
rence.

(2) Multiple Family Housing. Proposals
processed under this paragraph shall be
served by centrally owned and operated
water and wastewater disposal systems
unless this is determined by RHS to be
economically or environmentally not
feasible. All central systems, whether
they are public, community, or private,
shall meet the design requirements of
the state department of health or other
comparable reviewing and regulatory
authority. The regulatory authority
will verify in writing that the water
and wastewater systems are in compli-
ance with the current provisions of the
Safe Drinking Water Act and the Clean
Water Act, respectively.

(i) Sites which are not presently
served by a central system, but are
scheduled for tie-in to the central sys-
tem within 2 years, should have all
lines installed during the initial con-
struction. Such sites must have an ap-
proved interim water supply or waste-
water disposal system installed capable
of satisfactory service until the sched-
uled tie-in occurs.

(ii) In addition to written assurance
of compliance with state and local re-
quirements, there must be assurance of
continuous service at reasonable rates
for central water and wastewater dis-
posal systems. Public ownership is pre-
ferred whenever possible. In cases
where interim facilities are installed
pending extension or construction of
permanent public services, the devel-
oper must assume responsibility for
the operation and maintenance of the
interim facility or establish an entity
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for its operation and maintenance
which is acceptable to the local gov-
erning body. If a system is not or will
not be publicly owned and operated, it
must comply with one of the following:

(A) Be an organization that meets
the ownership and operating require-
ments for a water or wastewater dis-
posal system that RHS could finance
under 7 CFR part 1942, subpart A or be
dedicated to and accepted by such an
organization.

(B) Be an organization or individual
that meets other acceptable methods of
ownership and operation as outlined in
HUD Handbook 4075.12, “‘Ownership and
Organization of Central Water and
Sewerage Systems.”” RHS should be as-
sured that the organization has the
right, in its sole discretion, to enforce
the obligation of the operator of the
water and sewerage systems to provide
satisfactory continuous service at rea-
sonable rates.

(C) Be adequately controlled as to
rates and services by a public body
(unit of Government or public services
commission).

(iii) Multiple family developments of
more than 25 units with individual sys-
tem must have national office concur-
rence.

(A) [Reserved]

(B) Supporting information for the
proposed individual water systems,
covering the following points:

(1) In areas where difficulty is antici-
pated in developing an acceptable
water supply, the availability of a
water supply will be determined before
closing the loan.

(2) Documentation must be provided
that the quality of the supply meets
the chemical, physical, and bacterio-
logical standards of the regulatory au-
thority having jurisdiction. The max-
imum contaminant levels of U.S. EPA
shall apply. Individual water systems
must be tested for quantity and bac-
teriological quality. Where problems
are anticipated with chemical quality,
chemical tests may be required. Chem-
ical tests would be limited to analysis
for the defects common to the area
such as iron and manganese, hardness,
nitrates, pH, turbidity, color, or other
undesirable elements. Polluted or con-
taminated water supplies are unaccept-
able. In all cases, assurance of a pota-
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ble water supply before loan closing is
required.

(C) Supporting information for indi-
vidual wastewater disposal systems
with subsurface discharge provided by
a soil scientist, geologist, soils engi-
neer, or other person recognized by the
local regulatory authority. This data
must include the following:

(I) Assurance of nonpollution of
ground water. The local regulatory au-
thority having jurisdiction must be
consulted to ensure that installation of
individual wastewater systems will not
pollute ground water sources or create
other health hazards or otherwise vio-
late State water quality standards.

(2) Records of percolation tests. Guid-
ance for performing these tests is in-
cluded in the EPA design manual,
“Onsite Wastewater Treatment and
Disposal Systems” and the minimum
RHS requirements are in exhibit B,
paragraph VI. (These may be waived by
the state director when the state has
established other acceptable means for
allowing onsite disposal.)

(3) Determination of soil types and
description. The assistance of the SCS
or other qualified persons should be ob-
tained for soil type determination and
a copy of its recommendations in-
cluded in the documentation.

(4) Description of ground water ele-
vations, showing seasonal variations.

() Confirmation of space allowances.
An accurate drawing to indicate that
there is adequate space available to
satisfactorily locate the individual
water and wastewater disposal sys-
tems; likewise, documented assurance
of compliance with all local require-
ments. Structures served by waste-
water disposal systems with subsurface
discharge require larger sites than
those structures served by another
type system.

(6) Description of exploratory pit ob-
servations, if available.

(D) Supporting information for indi-
vidual wastewater disposal systems
with surface discharge covering the fol-
lowing points:

(I) Effluent standards issued by the
appropriate regulatory agency that
controls the discharge of the proposed
individual systems. Assurance from
this regulatory agency that the efflu-
ent standards will not be exceeded by
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the individual systems being proposed
must be included.

(2) Program of maintenance, parts,
and service available to the system-
owner for upkeep of the system.

(3) A plan for local inspection of the
system by a responsible agency with
the authority to ensure compliance
with health and safety standards.

(b) Electric service. The power supplier
will be consulted by the applicant to
assure that there is adequate service
available to meet the needs of the pro-
posed site. Underground service is pre-
ferred.

(c) Gas service. Gas distribution facili-
ties, if provided, will be installed ac-
cording to local requirements where
adequate and dependable gas service is
available.

(d) Other wutilities. Other utilities, if
available, will be installed according to
local requirements.

§1924.108 Grading and drainage.

(a) General. Soil and geologic condi-
tions must be suitable for the type of
construction proposed. In questionable
or unsurveyed areas, the applicant or
developer will provide an engineering
report with supporting data sufficient
to identify all pertinent subsurface
conditions which could adversely affect
the structure and show proposed solu-
tions. Grading will promote drainage of
surface water away from buildings and
foundations, minimize earth settle-
ment and erosion, and assure that
drainage from adjacent properties onto
the development or from the develop-
ment to adjacent properties does not
create a health hazard or other unde-
sirable conditions. Grading and drain-
age will comply with exhibit B, para-
graphs IIT and IV, of this subpart.

(b) Cuts and fills. Development requir-
ing extensive earthwork, cuts and fills
of 4 feet or more shall be designed by a
professional engineer. Where topog-
raphy requires fills or extensive
earthwork that must support struc-
tures and building foundations, these
must be controlled fills designed, su-
pervised, and tested by a qualified soils
engineer.

(c) Slope protection. All slopes must be
protected from erosion by planting or
other means. Slopes may require tem-

§1924.115

porary cover if exposed for long periods
during construction.

(d) Storm water systems. The design of
storm water systems must consider
convenience and property protection
both at the individual site level and
the drainage basin level. Storm water
systems should be compatible with the
natural features of the site. In areas
with inadequate drainage systems, per-
manent or temporary storm water
storage shall be an integral part of the
overall development plan. Design of
these facilities shall consider safety,
appearance, and economical mainte-
nance operations.

§§1924.109-1924.114 [Reserved]

§1924.115 Single Family Housing site
evaluation.

(a) Site review. The site approval offi-
cial will evaluate each site (developed
or undeveloped) to determine accept-
ance for the program. Information on
the site will be provided by the ap-
praiser or site approval official on a
form provided by RHS and available in
any RHS field office.

(b) Site access. Each site must be con-
tiguous to and have direct access from:

(1) A hard surfaced or all weather
road which is developed in full compli-
ance with public body requirements, is
dedicated for public use, and is being
maintained by a public body or a home
owners association that has dem-
onstrated its ability or can clearly
demonstrate its ability to maintain the
street; or

(2) An all weather extended driveway
which can serve no more than two sites
connecting to a hard surface or all
weather street or road that meets the
requirements of paragraph (b)(1); or

(3) A hard surfaced street in a condo-
minium or townhouse complex which:

(i) Is owned in common by the mem-
bers or a member association and is
maintained by a member association
that has demonstrated its ability or
can clearly demonstrate its ability to
maintain the street; and

(ii) Connects to a publicly owned and
dedicated street or road.

(c) Exceptions to street requirements. A
site not meeting the conditions in
paragraph (b) of this section will be ac-
ceptable if:
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(1) The applicant is a builder for a
conditional commitment (a loan will
not be approved until the site meets
the conditions in paragraph (b) of this
section), or the builder posts an irrev-
ocable performance and payment bond
(or similar acceptable assurance) that
assures the site approval official that
the site will be developed to meet the
conditions in paragraph (b) of this sec-
tion; or

(2) The site is recommended by the
site approval official and approved by
the state director. A request for state
director approval must justify that it
is in the best interest of both the gov-
ernment and the applicant to approve
the site.

(d) Site layout. (1) Sites shall be sur-
veyed and platted. Permanent markers
shall be placed at all corners.

(2) Sites shall meet all requirements
of state and local entities and RHS.

(e) Covenants, conditions and restric-
tions. Sites in subdivisions shall be pro-
tected by covenants, conditions, and
restrictions (CC&Rs) to preserve the
character, value, and amenities of the
residential community and to avoid or
mitigate potential environmental im-
pacts unless, an exception is granted
by RHS after considering the suit-
ability of local ordinances, zoning, and
other land use controls.

(1) CC&Rs shall be recorded in the
public land records and specifically ref-
erenced in each deed.

(2) The intent of the CC&Rs is to as-
sure the developers that the purchasers
will use the land in conformance with
the planned objectives for the commu-
nity. In addition, the CC&Rs should as-
sure the purchasers that the land cov-
ered by the CC&Rs will be used as
planned and that other purchasers will
use and maintain the land as planned
to prevent changes in the character of
the neighborhood that would adversely
impact values or create a nuisance.

§§1924.116-1924.118 [Reserved]

§1924.119 Site Loans.

Subdivisions approved under subpart
G of part 1822 (RD Instruction 444.8) or
exhibit F of subpart I of part 1944, will
meet the general requirements of this
subpart to insure lots in the subdivi-
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sion will meet the requirements of
§1924.115.

§§1924.120-1924.121 [Reserved]

§1924.122 Exception authority.

The Administrator of RHS may in in-
dividual cases, make an exception to
any requirement or provision of this
subpart or address any omission of this
subpart which is not inconsistent with
the authorizing statute or other appli-
cable law if the Administrator deter-
mines that application of the require-
ment or provision would adversely af-
fect the Government’s interest. The
Administrator will exercise this au-
thority upon the written request of the
state director or the appropriate pro-
gram assistant administrator. Re-
quests for exceptions must be sup-
ported with documentation to explain
the adverse effect on the Government,
proposed alternative courses of action,
and show how the adverse effect will be
eliminated or minimized if the excep-
tion is granted.

§§1924.123-1924.149 [Reserved]

§1924.150 OMB Control Number.

The reporting requirements con-
tained in this subpart have been ap-
proved by the Office of Management
and Budget (OMB) and have been as-
signed OMB control number 0575-0164.
Public reporting burden for this collec-
tion of information is estimated to
vary from 5 minutes to 10 minutes per
response, with an average of .13 hours
per response, including time for re-
viewing instructions, searching exist-
ing data sources, gathering and main-
taining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,
including suggestions for reducing this
burden to the Department of Agri-
culture, Clearance Officer, OIRM, Ag
Box 7630, Washington, DC 20250; and to
the Office of Management and Budget,
Paperwork Reduction Project (OMB
#0575-0164), Washington, DC 20503.
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EXHIBIT A TO SUBPART C OF PART 1924
[RESERVED]

EXHIBIT B TO SUBPART C OF PART 1924—
SITE DEVELOPMENT DESIGN RE-
QUIREMENTS

This exhibit prescribes site development
requirements to be used in developing resi-
dential sites in all housing programs. These
requirements cover only those areas which
involve health and safety concerns. They are
not intended to cover all aspects of site de-
velopment. Applicants and developers are ex-
pected to follow local practice, as a min-
imum, in all areas of site development not
addressed in this exhibit. When State, local,
or other requirements are applicable in addi-
tion to FmHA or its successor agency under
Public Law 103-354’s requirements, the most
stringent requirement shall apply.

Proper integration of the natural features
of a site with the manmade improvements is
one of the most critical aspects of residen-
tial development. Poor site planning in large
scale subdivisions, rental projects and indi-
vidual sites, has resulted in a loss of valuable
private and public natural resources and
caused economic burdens and conditions un-
suitable for healthy and pleasant living.
Proper site design can preserve desirable
natural features of the site, minimize ex-
penses for streets and utilities, and provide a
safe and pleasant living environment.
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1. Collection and Disposal
2. Concentrated Flow
B. Drainage Design and Flood Hazard Expo-
sure
1. Storm Frequences
2. Street Drainage
3. Foundation Drainage
C. Primary Storm Sewer
1. Pipe Size
2. Minimum Gradient
3. Easements
D. Drainage Swals and Gutters
1. Design
2. Easements
E. Downspouts
1. Outfall
2. Piped Drainage
F. Storm Inlets and Catch Basins
1. Openings
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G. Drywells

V. Water Supply Systems

A. Individual Water Systems
1. General
2. Well Location
3. Well Construction
4. Pumps and Equipment
5. Storage Tanks
B. Community Water Systems
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2. Design

VI. Wastewater Disposal Systems

A. Individual Wastewater Disposal Systems
1. General
2. Percolation Tests
3. Subsurface Absorption Systems

B. Community Wastewater Disposal Systems
1. Definition
2. Design

1. Streets

A. Types—1. Collector streets. Collector
streets are feeder streets which carry traffic
from local streets to the major system of ar-
terial streets and highways. They include
the principal entrance streets of residential
developments and streets for circulation
within such developments.

2. Local streets. Local streets are minor
streets used primarily for access to abutting
properties. These include drives serving
multi-family housing units.

B. Design Features—1. Emergency Access. Ac-
cess for fire equipment and other emergency
vehicles shall be within 100 feet of main
building entrances.

2. Cul-de-sacs. Cul-de-sac streets shall have
a turn-around with an outside roadway di-
ameter of at least 80 feet, and a right-of-way
diameter of at least 100 feet.

3. Intersection Angle. Streets shall be laid
out to intersect as nearly as possible at right
angles and no street shall intersect any
other street at an angle less than 75 degrees.
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Curb radii shall be a minimum of 20 feet for
street intersections.

7 CFR Ch. XVIIlI (1-1-24 Edition)

UNSAFE

SAFE

4. Intersection Sight Distance. Adequate dis-
tances must be maintained at intersections.
Vehicles must be visible when within 75 feet
of the centerlines of uncontrolled inter-
secting streets.

C. Street Geometry—1. Definitions. The defi-
nitions in Sections I.C.1.a and I1.C.1.b. apply
to the requirements in Section I.C.2.

a. Terrain Classifications.

(1) Ordinary—Slope less than 8%.

(2) Rolling—Slope range of 8% to 15%.

(3) Hilly—Slope greater than 15%.

b. Development Density (Number of Lots).
(Land Area minus Undeveloped Areas greater
than Average Lot Size)

(1) Low—Less than 2 lots per acre.

(2) Medium—2 to 6.0 lots per acre.

(3) High-More than six lots per acre.

2. Design Requirements. Collector streets
and local streets shall comply with the re-
quirements in tables 1 and 2 unless an excep-
tion is granted by the State Director. These
requirements may need modification in lo-
calities having winter icing conditions.

TABLE 1—PAVEMENT WIDTHS (FEET)

Development density
Street type On-street parallel parking
Low Medium High
Collector .. Prohibited 26 32 36
Collector NO ReSrCtions ........cocooiiiiiiiiiiciis 36 36 40
Local .... Prohibited . 18 18 20
Local Partial, One Side ! ... 18 20 26
Local Partial, One Side ' . 22 26 32
Local Total, One Side? .... - 22 26 26
Local .... Total, Both Sides?2 ... 26 32 36
(1) At least one parking space per dwelling is provided off-street.
(2) No parking spaces are provided off-street.
TABLE 2—STREET DESIGN (FEET)
Terrain
Ordinary Rolling Hilly

(1) Collector street:

(a) Minimum centerline radius of curvature ............ 300 225 150

(b) Minimum sight distance 250 200 150

(c) Minimum right-of-way width ........... 60 60 60
(2) Local Street:

(a) Minimum centerline radius of curvature ............ 200 150 100

(b) Minimum sight distance e 200 150 100

(c) Minimum right-of-way Width 1 ...........ccooiiiiiis 50 50 50

(") For cul-de-sac streets, the minimum right-of-way width is 40 feet.
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D. Construction. Street configuration and
wearing surfaces must provide safe and eco-
nomical access to all building sites. The de-
sign and construction of the street shall be
appropriate for all anticipated traffic, cli-
matic and soil conditions. Streets shall meet
or exceed all local, county, and State re-
quirements.

II. Walks and Steps

A. Walks. Where walks are provided, they
shall be located to assure a minimum
vertical clearance of 7 feet from all perma-
nent or temporary obstructions. Walks shall
have a slip resistant surface.

B. Exterior Steps Not Contiguous to Dwelling
or Building—1. Flight. a. Single steps or
flights of steps exceeding a vertical height of
12 feet shall not be accepted.

b. Steps shall be set back from an inter-
secting walk or drive a minimum of 1 foot at
a retaining wall and 2 feet at slopes.

2. Risers and Treads. a. Risers shall be a
maximum of 6 inches, a minimum of 3 inches
and uniform throughout the flight.

b. Treads shall be a minimum of 12 inches
and uniform throughout the flight.

c. Treads shall have a slip resistant sur-
face.

d. Treads shall be pitched appropriately to
ensure drainage.

3. Landings. a. Minimum length shall equal
3 feet or walk width whichever is greater.

b. A change in direction in a flight of stairs
shall be accomplished only at a landing or by
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a winder which has a tread width at a point
18 inches from the converging end, equal to
the full straight stair tread width.

4. Handrails. Stairways having a flight rise
exceeding 30 inches shall have a 36 inch high
handrail located on one side for stairs 5 feet
or less in width and on both sides of stair-
ways over 5 feet wide.

II1. Grading

A. Compaction—All fill for street or home
construction shall have compaction of not
less than 95 percent maximum density, as de-
termined by proctor or other accepted test-
ing methods. Maximum thickness of compac-
tion layers shall be 6 inches except where
compaction equipment of demonstrated ca-
pability is used under the direction of a
qualified soils engineer. Earth fill used to
support a building foundation shall be a con-
trolled fill which is designed, supervised, and
tested by a qualified soils engineer in accord-
ance with good practice.

B. Gradients. Grading design shall be ar-
ranged to assure safe and convenient all-
weather pedestrian and vehicular access to
residential buildings and to all other nec-
essary site facilities. Site grading shall be
designed to establish building floor ele-
vations and ground surface grades which
allow drainage of surface water away from
buildings and adjacent sites. Grading design
shall conform with tables 3 and 4.

TABLE 3—ACCESS AND PARKING GRADIENTS 1

[In percent]
Minimum Maximum
Crown or Crown or
Cﬁrr:éer cross Cﬁrr:éer cross
slope slope
Streets ...... 0.5 1.0 14.0 5.0
Street Intersections ....... 0.5 1.0 25.0 5.0
Driveways (%) .05 1.0 14.0 5.0
Sidewalks (4):
Concrete ........ 0.5
Bituminous ...... 1.0
Building Entrances & Short Walks .........ccccooerreniincincenens 1.0 12.0 5.0
Main Walks ... 0.5 10.0 5.0
Adjoining Steps 2.0
Landings ......... 1.0
Stepped Ramp Treads ....... 1.0 2.0 5.0
Parking ... 0.5 5.0 5.0

1 Approximate Equivalents .5% ="46" ft., 1.0 =1&" ft., 2.0% ='4" ft., 5.0% =%" ft., 10.0% = 1%4” ft., 12.0% = 12" ft., 21% =
fi

2% ft.

2Grades approaching intersections shall not exceed 5 percent for a distance of not less than 100 feet from the centerline of

the intersection.

3Vertical transitions shall percent contact of car undercarriage of bumper with driveway surface.

4 Five percent maximum for major use by elderly tenants.

TABLE 4—SLOPE GRADIENTS !

[In percent]
Minimum | Maximum
Slope Away From Foundations:
Pervious Surfaces .............. 25.0 321.0
Impervious Surfaces . 21.0 21.0
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TABLE 4—SLOPE GRADIENTS '—Continued

[In percent]
Minimum | Maximum
Pervious Surfaces:
Ground Frost Area ............ 2.0
Non-Ground Frost Areas ... 41.0
Impervious Surfaces .... 0.5
Slopes to be maintained by Machine 333.0

1See table 3, footnote (1).
2Minimum length of 10 feet or as limited by property lines.
3Minimum length of 4 feet.

4The minimum is 2.0% if the annual precipitation is more than 50 inches.

IV. Drainage

A. General—1. Collection and Disposal. Sur-
face and subsurface drainage systems shall
be provided, as appropriate, for collection
and disposal of storm drainage and sub-
surface water. These systems shall provide
for the safety and convenience of occupants.
They shall protect dwellings, other improve-
ments and useable lot areas from water dam-
age, flooding, and erosion.

2. Concentrated Flow. Where storm drainage
flow 1is concentrated, permanently main-
tained facilities shall be provided to prevent
significant erosion and other damage or
flooding on site or on adjacent properties.

B. Drainage Design and Flood Hazard Exrpo-
sure—1. Storm Frequency. Drainage facilities
shall be designed for a 10 year storm fre-
quency of 24-hour duration. Full potential
development of all contributing areas shall
be used as a basis for this determination.

2. Street Drainage. Streets shall be useable
during runoff equivalent to a 10-year return
frequency. Where drainage outfall is inad-
equate to prevent runoff equivalent to a 10-
year return frequency from ponding over 6
inches deep, streets shall be made passable
for local commonly used emergency vehicles
during runoff equivalent to a 25-year return
frequency except where an alternative access
street not subject to such ponding is avail-
able.

3. Foundation Drainage. Appropriate crawl
space and foundation drainage shall be pro-
vided for the removal of subsurface moisture.

C. Primary Storm Sewer—1. Pipe Size. Pipe
size for the primary storm sewer (any storm
sewer or inlet lateral located in a street or
other public right-of-way) shall have an in-
side diameter based on design analysis but
not less than 15 inches. Where anticipated
runoff from the five-year return frequency
rainfall will not fill a 15 inch pipe, a primary
storm sewer system usually is unnecessary.

2. Minimum Gradient. Minimum gradient
shall be selected to provide for self-scouring
of the conduit under low-flow conditions and
for removal of sediments foreseeable from
the drainage area.

3. Easements. Easements for storm sewers
shall be a minimum of 10 feet in width.

D. Drainage Swals and Gutters—1. Design.
Paved gutters shall have a minimum grade
of 0.5 percent. Paved gutters and unpaved
drainage swales shall have adequate depth
and width to accommodate the maximum
foreseeable runoff without overflow. Swales
and gutters shall be seeded, sodded, sprigged
or paved as appropriate to minimize poten-
tial erosion. Side slopes shall be no steeper
than 2:1.

2. Easements. Surface channels shall have
an easement which is at least the width of
the channel plus 10 feet.

E. Downspouts—1. Outfall. Where down-
spouts are provided, they shall either be con-
nected to an available storm sewer, provided
with suitable splash blocks, or empty at ac-
ceptable locations onto paved areas so that
water drains away from buildings. Down-
spouts shall not connect to sanitary sewers.

2. Piped Drainage. Piped roof drainage from
buildings shall be connected to available
storm sewers or empty at locations where no
erosion or other damage will be caused.

F. Storm Inlets and Catch Basins—1. Open-
ings. Where inlets are accessible to small
children, openings shall have one dimension
limited to 6 inch access. Inlet openings in
paved areas shall be designed to avoid en-
trapment or impedence of bicycles, baby car-
riages, etc.

2. Access. Access for cleaning shall be pro-
vided to all inlet boxes and catch basins.

G. Drywells—Drywells for the disposal of
water from foundation drains, crawl spaces,
and other small quantity sources shall be
permissible where the bottom of drywells
project into strata of undistributed porous
soil at a level where the bottom of the
drywell will be above the ground water table
at its highest seasonal elevation.

V. Water Supply Systems

A. Individual Water Systems—1. General. a.
In this subpart, an individual water system
is a system which serves fewer customers or
connections than the lower threshold for
community systems stated in the Safe
Drinking Water Act.

b. The system for an individual household
should be capable of delivering a sustained

558



RHS, RBS, RUS, FSA, USDA

flow of 5 gpm. A system supplying water to
multiple household shall be designed by a
Professional Engineer and have sufficient ca-
pacity to serve estimated demand. A test of
at least 4 hours duration shall be conducted
to determine the yield and maximum draw-
down for all wells developed as part of an in-
dividual water system. This test may be
waived by the State Office based on the hy-
drologic and geologic conditions in the area.

c. Water that requires continual or repet-
itive treatment to be safe bacterially is not
acceptable.

d. After installation, the system should be
disinfected in accordance with the rec-
ommendations of the health authority. In
the absence of a health authority, system
cleaning and disinfection should conform
with the current EPA Manual of Individual
Water Supply Systems.

e. Any method for individual water supply
contained herein which is not permitted by
the local health authority having jurisdic-
tion shall not be used.

2. Well Location—a. A well located within
the foundation walls of a dwelling is not ac-
ceptable except in arctic and sub-arctic re-
gions.

b. Water which comes from soil formation
which may be polluted or contaminated or is
fissured or creviced or which is less than 20
feet below the natural ground surface (sub-
ject to the requirements of the local health
authority) is not acceptable.

c. Individual water supply systems are not
acceptable for individual lots in areas where
chemical soil poisoning is practiced if the
overburden of soil between the ground sur-
face and the water bearing strata is coarse-
grained sand, gravel, or porous rock, or is
creviced in a manner which will permit the
recharge water to carry the toxicants into
the zone of saturation.

d. Table 5 shall be used in establishing the
minimum acceptable distances between wells
and sources of pollution located on either
the same or adjoining lots. These distances
may be increased by either the health au-
thority having jurisdiction or the FmHA or
its successor agency under Public Law 103-
354 State Director.

TABLE 5—DISTANCE FROM SOURCE OF POLLUTION

Minimum
Source of pollution h&g’éﬂgg'
(feet)

Property Line 10
Septic Tank 50
Absorption field .........cccoeiiiiniiiiiie 1100
Seepage pit 1100
Absorption Bed 1100
Sewer Lines w/Permanent Watertight Joints ... 10
Other Sewer Lines 50
Chemically Poisoned Soil . 1100
Dry Well ..... 50
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TABLE 5—DISTANCE FROM SOURCE OF POLLUTION—

Continued
Minimum
Source of pollution hé)i;'tzgggl

(feet)

(®)—

NOTES:

1The horizontal distance between the sewage absorption
system and the well, or the chemically poisoned soil and the
well, may be reduced to 50 feet only where the ground sur-
face is effectively separated from the water bearing formation
by an extensive, continuous impervious strata of clay, hard-
pan, or rock. The well shall be constructed so as to prevent
the entrance of surface water and contaminants.

2Q0ther sources of pollution could be fuel oil or gasoline
storage tanks, farm yards or chemical storage tanks, etc. The
well should be separated from these sources of pollution a
distance recommended by the local health authority.

3. Well Construction—a. The well shall be
constructed to allow the pump to be easily
placed and to function properly.

b. All drilled wells shall be provided with a
sound, durable and watertight casing capable
of sustaining the loads imposed. The casing
shall extend from a point several feet below
the water level at drawdown or from an im-
pervious strata above the water level, to 12
inches above either the ground surface or the
pump room floor. The casing shall be sealed
at the upper opening.

c. Bored wells shall be lined with concrete,
vitrified clay, or equivalent materials.

d. The space between the casing or liner
and the wall of the well hole shall be sealed
with cement grout.

e. The well casing shall not be used to con-
vey water except under positive pressure. A
separate drop pipe shall be used for suction
line.

f. When sand or silt is encountered in the
water-bearing formation, the well shall ei-
ther be gravel packed, or a removable strain-
er or screen shall be installed.

g. The surface of the ground above and
around the well shall be graded to drain sur-
face water away from the well.

h. Openings in the casing, cap, or concrete
cover for the entrance of pipes, pump or
manholes, shall be made watertight.

i. If a breather is provided, it shall extend
above the highest level to which surface
water may rise. The breather shall be water-
tight, and the open end shall be screened and
positioned to prevent entry of dust, insects
and foregin objects.

4. Pumps and Equipment—a. Pumps shall be
capable of delivering the volume of water re-
quired herein under normal operating pres-
sures within the living unit. Well pump ca-
pacity shall not exceed the output of the
well.

b. Pumps and equipment shall be mounted
to be free of objectionable noises, vibrations,
flooding, pollution, and freezing.

c. Suction lines shall terminate below
maximum drawdown of the water level in the
well.
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d. Horizontal segments of suction line shall
be placed below the frost line in a sealed cas-
ing pipe or in at least 4 inches of concrete.
The distance from suction line to sources of
pollution shall be not less than shown in
table 5.

5. Storage Tanks—a. A system for an indi-
vidual household shall include a pressure
tank having a minimum capacity of 42-gal-
lons. However, prepressured tanks and other
pressurizing devices are acceptable provided
that delivery between pump cycles equals or
exceeds that of a 42 gallon tank. Storage ca-
pacity on a system for multiple households
must be sufficient to meet estimated peak
demands.

b. Tanks shall be equipped with a clean-out
plug at the lowest point, and if pressurized,
a suitable pressure relief valve.

c. When additional storage is necessary be-
cause the well yield will not meet the system
peak demands, all nonpressurized inter-
mediate tanks shall be designed and in-
stalled in a manner that will prevent the pol-
lution or degradation of the water supply.

B. Community Water Systems—1. Definition.
In this subpart, a community water system
is a system which meets the definition in the
Safe Drinking Water Act.

2. Design. A community water system shall
be designed by a qualified, professional engi-
neer licensed in the state in which the water
system will be located. Community water
systems shall comply with all Federal and
State laws.

VI. Wastewater Disposal Systems

Each dwelling shall be provided with a
water-carried system adequate to dispose of
domestic wastes in a manner which will not
create a nuisance, contaminate any existing
or prospective water source or water supply,
or in any way endanger the public health.

A. Individual Wastewater Disposal Systems—
1. General. a. In this subpart, an individual
wastewater disposal system is a sewage dis-
posal system which serves only 1 dwelling
unit.

b. When service from an acceptable public
or community system is not available or fea-
sible, and ground water and soil conditions
are acceptable, an individual system may be
used.

c. Each individual wastewater disposal sys-
tem shall consist of a house sewer, a
pretreatment unit (e.g., septic tank, indi-
vidual package treatment plant), and accept-
able absorption system (subsurface absorp-
tion field, seepage pit(s), or subsurface ab-
sorption bed). The system shall be designed
to receive all sanitary sewage (bathrooms,
kitchen and laundry) from the dwelling, but
not footing or roof drainage. It shall be de-
signed so that gases generated anywhere in
the system can easily flow back to the build-
ing sewer stack.

7 CFR Ch. XVIII (1-1-24 Edition)

2. Percolation Tests—a. Percolation tests
are required unless a waiver is granted by
the National Office. Waivers may be granted
on a statewide or local basis in cases where
an onsite evaluation of soils would be per-
formed by a qualified soil technician, soil
scientist, or engineer. Requests for waivers
must describe the qualifications of the per-
son evaluating the soils and discuss the cri-
teria to be used in designing the absorption
system.

b. In uniform soils one percolation test
shall be made within each area proposed for
an absorption system. If significant soil vari-
ations are encountered or expected, addi-
tional tests shall be made for each variation.

c. Percolation tests shall be conducted in
accordance with good practice. Guidance for
performing these tests is included in the
EPA design manual, ‘“‘Onsite Wastewater
Treatment and Disposal Systems.”’

3. Subsurface Absorption System—a. Where
percolation rates, soil characteristics and
site conditions are acceptable, an absorption
system may be installed in an area which is
well drained, has an acceptable slope, and is
acceptable for excavation.

b. Soils with percolation rates less than 1
minute per inch may be used if the soil is re-
placed with a layer of loamy or fine sand at
least 2 feet thick. (Refer to the EPA Design
Manual, ‘‘Onsite Wastewater Treatment and
Disposal System”’.)

c. Soils with percolation rates greater than
60 minutes per inch are not acceptable for
subsurface wastewater disposal systems.

B. Community Wastewater Disposal Systems—
1. Definition. In this subpart, a community
wastewater disposal system is any waste-
water disposal system which serves more
than 1 dwelling unit.

2. Design. A community wastewater dis-
posal system shall be designed by a qualified,
professional engineer licensed in the state in
which the system will be located.

[562 FR 19284, May 22, 1987]

EXHIBIT C TO SUBPART C OF PART 1924—
CHECKLIST OF VISUAL EXHIBITS AND
DOCUMENTATION FOR RRH, RCH,
AND LH PROPOSALS

U.S. Department of Agriculture

Farmers Home Administration or its
successor agency under Public Law 103-354

This exhibit lists visual exhibits and docu-
mentation necessary for FmHA or its suc-
cessor agency under Public Law 103-354 to
properly evaluate proposed development. In-
termediate consultation by the applicant,
builder-developer and others hereafter re-
ferred to as the sponsor with the FmHA or
its successor agency under Public Law 103-
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354 District or State Offices should be as fre-
quent as necessary to reduce chances of mis-
understandings and limit the amount of non-
productive time and expense for all parties
concerned.

1. Preapplication Submission Documents: The
sponsor will submit the following informa-
tion to the District Director to determine
feasibility of the project and general con-
formance with FmHA or its successor agency
under Public Law 103-354 policy:

A. Environmental review requirements. As re-
quested by the Agency, the applicant is re-
sponsible for providing details of the
project’s potential impact on the human en-
vironment and historic properties, in accord-
ance with 7 CFR part 1970. Guidance con-
cerning the environmental review require-
ments is available at any Agency office or on
the Agency’s Web site.

B. Location Map. A general site location
map of the area indicating the adjacent land
zoning and uses, the present and future ac-
cess roads to the site as well as the prox-
imity to shopping, schools, churches, and
major transportation facilities with note of
traffic volumes. If a satisfactory map of the
locality is not available, a clear and pref-
erably scaled rough sketch map that pro-
vides the required information will be suffi-
cient.

C. Property Survey Map. A current survey
map of the project site showing the bound-
aries as well as all existing known features
specifically including utilities, easements,
access roads, floodplains, drainageways, rock
outcroppings and wooded areas or specimen
trees. If a current survey does not exist, the
most accurate document which is available
will be submitted.

D. Soils Map and Report. A complete soils
map and report, including ‘‘site specific’’ in-
terpretations and recommendations, from
the local or county representative of the
U.S. Department of Agriculture, Soil Con-
servation Service (SCS) Office will be in-
cluded with the location and feasibility sub-
mission. A determination of whether or not
any lands described in USDA Regulation
9500-3 are impacted by the proposed develop-
ment should also be included. The local SCS
office may provide recommendations for the
development of suitable drainage and land-
scaping plans later in the planning process.

E. Market survey. A market survey will be
submitted in accordance with the require-
ments of the respective loan program as indi-
cated in part 1944, subparts D and E of this
chapter.

F. Request for Exceptions. Any need for
State or National Office exception(s) should
be identified at this stage in the processing.
Appropriate exception(s) should be requested
and obtained before proceeding to the pre-
liminary submission.

G. Other. The applicant will need to submit
any additional information that may be

Pt. 1924, Subpt. C, Exh. C

needed as indicated in subpart D or exhibit
A-T of subpart E of part 1944 of this chapter.
This may include but is not limited to:

1. Schematic design drawings showing the
proposed plot plan, typical unit plans, and
elevations. If available, the proposed pre-
liminary drawings and specifications may be
submitted. This would be of assistance if it is
determined that the loan must receive Na-
tional Office authorization.

2. Type of construction.

3. The total number of living units and the
number of each type of living unit proposed.

4. Type of utilities such as water, sewer,
gas, and electricity and whether each is pub-
lic, community, or individually owned.

II. Application Submission Documents: After
it is determined by FmHA or its successor
agency under Public Law 103-354 that the
project is feasible and the location conforms
with the intent of the funding program, the
sponsor will submit the following informa-
tion to the District Director in addition to
those materials submitted previously.

A. Property Survey. A survey (where 1 inch
represents no more than 100 feet) of the prop-
erty lot showing the exact boundaries and
corners of the property accompanied by a
written description of said boundaries. Also,
locations of predominant features such as
utilities, easements, access points,
floodplains, drainageways, rock outcroppings
and wooded areas or specimen trees affecting
the proposed development must be included.
This document shall bear the seal of a pro-
fessional licensed to provide surveying serv-
ices in the State in which the project will be
located. This survey could be a part of item
D below.

B. Topographic Map. An accurate topo-
graphic map showing existing and proposed
contours with a scale compatible with the
size of the project. The site shall be shown at
a reasonable scale with 5-foot contour inter-
vals. Where the site is unusually level or
steep, the contour intervals may be varied
accordingly.

C. Preliminary Site Plan. A line drawing, to
scale, showing proposed street locations with
profiles and widths, lot layouts, major
drainageways, and other development
planned. Preliminary sections and details
shall be provided for the street construction,
curbs and gutters, drainageways, and other
physical improvements.

D. Preliminary Dwelling Drawings and Speci-
fications. Drawings of the dwelling units, pre-
liminary floor plans and specifications, ele-
vations and sample site plans showing the
placement of the individual buildings should
be submitted.

E. Statement of Planning and Zoning Compli-
ance. Local, county and State approvals as
applicable. If change of zoning or variance is
required, the status of the variance or
change of zoning shall be documented.
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F. Technical Service Contracts. Executed
contracts for the professional services of an
architect, engineer, land surveyor, landscape
architect, site planner and/or soil engineer
will be submitted as appropriate for the
planning of the proposed development.

G. Utility Approvals. Statements of ap-
proval and feasibility for utility systems as
follows:

1. Verification of adequate capacity and
approval to tie-in with local existing water,
wastewater disposal, electric, telephone, and
other utility systems, as appropriate.

2. Tentative approval of local or State
health authority for individual water and/or
wastewater disposal systems when it is clear
that central systems are unfeasible at this
time. Use §1924.108(a)(b) of this subpart when
preparing information required.

H. Facility Acceptance. Evidence that the
appropriate public body is willing to accept
and maintain streets, common areas, light-
ing, fire hydrants, sidewalks, drainageways,
and utilities, as appropriate, when dedicated
to said body.

I. Preliminary Specifications. Outline speci-
fications describing all the proposed mate-
rials to be used and how they are to be ap-
plied. These are only the materials used in
the land development and construction of
the streets, drainage, and utility work.

J. Incremental Slopes Plan. If areas of com-
mon slope are not identified elsewhere in
adequate detail, this information should be
provided in a separate plan.

K. Preliminary Grading Plan. This plan will
indicate degree of work required to provide
positive drainage of all building sites and
control measures to be taken to eliminate
soil erosion. Dwelling locations may be
shown if they can be predetermined.

L. Other. The applicant will need to submit
any additional information that may be
needed as indicated in the respective loan
program regulations as indicated in part
1944, subparts D and E and part 1822, subpart
F of this chapter (FmHA or its successor
agency under Public Law 103-354 Instruction
444.7). This may include but not be limited
to:

1. A detailed trade-item cost breakdown of
the project for such items as land and right-
of-way, building construction, equipment,
utility connections, architectural/engineer-
ing and legal fees, and both on- and off-site
improvements. The cost breakdown also
should show separately the items not in-
cluded in the loan, such as furnishings and
equipment. This trade-item cost breakdown
should be updated just prior to loan ap-
proval.

2. Information on the method of construc-
tion, on the proposed contractor if a con-
struction contract is to be negotiated and on
the architectural, engineering, and legal
services to be provided.

7 CFR Ch. XVIIlI (1-1-24 Edition)

3. For all projects containing over four
units the applicant will submit an Affirma-
tive Fair Housing Marketing Plan for ap-
proval by FmHA or its successor agency
under Public Law 103-354 in accordance with
§1901.203 of subpart E to part 1901 of this
chapter. The Affirmative Fair Housing Mar-
keting Plan must be prepared in a complete,
meaningful, responsive and detailed manner.

4. A description and justification of any re-
lated facilities (including but not limited to
workshops, community buildings, recreation
center, central cooking and dining facilities,
or other similar facilities to meet essential
needs) to be financed wholly or in part with
loan funds.

III. Technical Documents Necessary for the
Obligation of Funds. All decisions regarding
the conceptual design of the proposed project
should be made prior to this submission.
This effort is mainly to demonstrate that
those agreed upon concepts have been trans-
formed into construction documents and the
necessary approvals have been granted. All
items requiring revision or more detailed in-
formation as determined by the review of the
preliminary submission will be resolved be-
fore the sponsor prepares the final submis-
sion. All documents shall be executed in a
professional manner and shall carry the ap-
propriate designation attesting to the profes-
sional qualifications of the architect, engi-
neer, land surveyor or site planner. All docu-
ments will be accurately drawn at an appro-
priate scale.

[62 FR 19284, May 22, 1987, as amended at 56
FR 2202, Jan. 22, 1991; 81 FR 11030, Mar. 2,
2016]

Subparts D-E [Reserved]

Subpart F—Complaints and Com-
pensation for Construction
Defects

SOURCE: 56 FR 40241, Aug. 14, 1991, unless
otherwise noted.

§1924.251 Purpose.

This subpart contains policies and
procedures for receiving and resolving
complaints concerning the construc-
tion of dwellings and construction, in-
stallation and set-up of manufactured
homes (herein called ‘‘units’’), financed
by the Rural Development, and for
compensating borrowers for structural
defects under section 509(c) of the
Housing Act of 1949, as amended. Provi-
sions of this subpart do not apply to
dwellings financed with guaranteed
section 502 loans.
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§1924.252 Policy.

Rural Development is responsible for
receiving and resolving all complaints
concerning the construction of dwell-
ings and the construction, installation
and set-up of units financed by Rural
Development. Rural Development must
determine whether defects are struc-
tural or non-structural. If the defect is
structural and is covered by the build-
er’s/dealer-contractor’s (the ‘“‘con-
tractor’’) warranty, the contractor is
expected to correct the defect. If the
contractor cannot or will not correct
the defect, the costs of correcting the
defect may be paid by the Government,
or the borrower may be compensated
for correcting the defect, under the
provisions of this subpart. If the defect
is non-structural but is covered under
the provisions of the contractor’s war-
ranty or independent home warranty,
the contractor is still expected to cor-
rect the defect. Rural Development
will assist the borrower in obtaining
assistance through the independent
home warranty company’s and/or man-
ufacturer’s complaint resolution proc-
ess. However, if the contractor cannot
or will not correct a non-structural de-
fect covered under the provisions of the
contractor’s warranty, the Government
will not pay the costs for correcting
the defect, nor will the borrower be
compensated for doing so.

§1924.253 Definitions.

As used in this subpart, the following
definitions apply:

(a) Newly constructed dwelling. One
which:

(1) Is financed with a section 502 in-
sured loan;

(2) Was constructed substantially or
wholly under the contract method, or
under a conditional commitment, or,
as to only work performed by a con-
tractor or covered by a manufacturer’s
warranty, under the mutual self-help
program;

(3) Was not more than one year old
and not previously occupied as a resi-
dence at the time financial assistance
was granted unless Rural Development
has extended the conditional commit-
ment issued on a newly constructed
dwelling in accordance with 7 CFR part
3550; and

§1924.253

(4) Had the required construction in-
spections performed by Rural Develop-
ment, the Department of Housing and
Urban Development (HUD), or the Vet-
erans Administration (VA).

(b) Newly constructed manufactured
home (unit). One which:

(1) Is financed with a section 502 in-
sured loan;

(2) Was not more than one year old
and not previously occupied as a resi-
dence at the time financial assistance
was granted; and

(3) Is built to the Federal Manufac-
tured Home Construction and Safety
Standards (FMHCSS) and is certified
by an affixed label as shown in exhibit
J of subpart A of part 1924 of this chap-
ter.

(c) Non-structural defect. A construc-
tion defect which does not affect the
overall useful life, habitability, or
structural integrity of the dwelling or
unit. Some non-structural defects may
be covered under the contractor’s war-
ranty. Examples of non-structural de-
fects include, but are not limited to:

(1) Cracks attributed to normal cur-
ing or settlement.

(2) Cosmetic defects in cabinets,
woodwork, floorcovering, wallcovering,
ornamental trim, etc.

(3) Improper or incomplete seeding or
sodding of yard, or failure of trees,
shrubs, grass and other landscaping
items to thrive.

(4) Improper grading of yard, unless
the grade is causing damage which may
lead to a structural defect.

(d) Structural defect. A defect in the
dwelling or unit, installation or set-up
of a unit, or a related facility or a defi-
ciency in the site or site development
which directly and significantly re-
duces the useful life, habitability, or
integrity of the dwelling or unit. The
defect may be due to faulty material,
poor workmanship, or latent causes
that existed when the dwelling or unit
was constructed. The term includes,
but is not limited to:

(1) Structural failures which directly
and significantly affect the basic integ-
rity of the dwelling or unit such as in
the foundation, footings, basement
walls, slabs, floors, framing, walls, ceil-
ing, or roof.

(2) Major deficiencies in the utility
components of the dwelling or unit or
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site such as faulty wiring, or failure of
sewage disposal or water supply sys-
tems located on the property securing
the loan caused by faulty materials or
improper installation.

(3) Serious defects in or improper in-
stallation of heating systems or cen-
tral air conditioning.

(4) Defects in or improper installa-
tion of safety and security devices,
such as windows, external doors, locks,
smoke detectors, railings, etc., as well
as failure to provide or properly install
devices to aid occupancy of dwellings
by handicapped individuals, where re-
quired.

(5) Defects in or improper installa-
tion of protective materials, such as in-
sulation, siding, roofing material, exte-
rior paint, etc.

[66 FR 40241, Aug. 14, 1991, as amended at 67
FR 78327, Dec. 24, 2002]

§§1924.254-1924.257 [Reserved]

§1924.258 Notification of borrowers.

Rural Development will notify by let-
ter all borrowers who receive Section
502 RH financial assistance for a newly
constructed dwelling or unit of the pro-
visions of this subpart. Subsequent
owners of eligible dwellings will also be
notified in accordance with this sec-
tion. Borrowers will be notified within
30 days after the loan is closed, or
within 30 days after final inspection,
whichever is later. This notification
will contain information concerning
time frames for filing claims under this
subpart. Rural Development will also
notify and advise borrowers of the con-
struction defects procedure at any time
construction defects are apparent with-
in the statutory time frame and favor-
able results cannot be obtained from
the contractor. This notification will
be documented in the borrower’s case
file.

§1924.259 Handling dwelling construc-
tion complaints.

This section describes the procedure
for handling construction defect com-
plaints.

(a) BEach borrower who complains
about construction defects will be re-
quested to make a written complaint
using a Rural Development approved
format. All known defects will be list-
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ed. An oral complaint may be accepted
if making a written complaint will im-
pose a hardship on the borrower. If an
oral complaint is made, Rural Develop-
ment will notify the contractor on be-
half of the borrower.

(b) The borrower will be informed
that if, after 30 calendar days, the de-
fects have not been corrected or other
satisfactory arrangements made by the
contractor, the borrower should notify
Rural Development using a Rural De-
velopment approved format.

(¢) Rural Development will advise
the contractor in writing of the bor-
rower’s complaint, the time and date of
planned inspection by Rural Develop-
ment personnel, and request that the
contractor accompany the inspector
and borrower on a joint inspection of
the property in an attempt to resolve
the complaint.

(d) If, prior to the planned inspection,
the contractor informs Rural Develop-
ment that the alleged defect(s) has
been or will be corrected within 30 cal-
endar days, Rural Development will no-
tify the borrower.

(e) If the case is not resolved as out-
lined in paragraph (d) of this section,
Rural Development will:

(1) [Reserved]

(2) Notify the borrower, contractor
and manufacturer, if applicable, in
writing of the findings and who has
been determined responsible for cor-
recting the defect(s).

(i) If the defects are determined to be
covered under the contractor’s war-
ranty, Rural Development will advise
the contractor that the repairs must be
completed within 30 calendar days or
other time period agreed to by the bor-
rower, the contractor, and Rural Devel-
opment.

(ii) Rural Development will further
advise the contractor and/or manufac-
turer that if the defect(s) are not cor-
rected, the Government will consider
compensating the borrower for the
costs of correcting the defect(s). In
such a case, the contractor and/or man-
ufacturer may be liable for costs paid
by the Government and may be subject
to suspension and/or debarment pursu-
ant to subpart M of part 1940 of this
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chapter (available in any Rural Devel-
opment office). Even if the manufac-
turer is determined to be solely respon-
sible for the defect, the contractor will
still be held liable for correction of the
defect.

(3) Should a contractor refuse to cor-
rect a defect after being officially re-
quested in writing to do so, Rural De-
velopment will promptly institute for-
mal suspension and debarment pro-
ceedings against the contractor (as a
company and as individual(s)) in ac-
cordance with subpart M of part 1940 of
this chapter (available in any Rural
Development office). The contractor’s
failure to reply to official correspond-
ence or inability to correct a defect
constitutes noncompliance.

(4) If the contractor is willing to cor-
rect legitimate defects but the bor-
rower refuses to permit this, Rural De-
velopment will document the facts in
the borrower’s case file. If the borrower
chooses to file a claim for compensa-
tion for these defects, the cir-
cumstances of the borrower’s refusal
will be reviewed and may be sufficient
grounds for disapproval of the claim.

(£)-(h) [Reserved]

§1924.260 Handling manufactured
housing (unit) construction com-
plaints.

When a borrower who has purchased
a manufactured home (or ‘‘unit’) com-
plains about construction defects, the
borrower will be instructed to first
contact the dealer-contractor from
whom the unit was purchased. Rural
Development will assist the borrower
in obtaining assistance through the
dealer-contractor’s and/or HUD’s com-
plaint resolution process. If the dealer-
contractor cannot resolve the com-
plaint, the borrower should contact the
appropriate State Administrative
Agency (SAA) or HUD. If the complaint
resolution process does not result in
the correction of the defect, the bor-
rower’s complaint will be handled in
accordance with §1924.259 of this sub-
part.

§1924.261 Handling complaints involv-
ing dwellings covered by an inde-
pendent or insured home warranty
plan.

Borrowers with complaints about
dwellings covered by an independent or

§1924.265

insured home warranty plan will be in-
structed to first contact the warranty
company and follow the complaint res-
olution process for that company, with
the assistance of Rural Development, if
needed. If the complaint is not resolved
in this manner, it will be handled
under §1924.259 of this subpart.

§1924.262 Handling complaints involv-
ing dwellings constructed by the
self-help method.

When a borrower whose dwelling was
constructed by the self-help method
complains about construction defects,
Rural Development will determine
whether the defect is the result of work
performed by a contractor or work per-
formed by the borrower under the guid-
ance of the self-help group. Defects
which are determined to be the respon-
sibility of a contractor will be handled
in accordance with §1924.2569 of this
subpart. Defects determined to be the
result of work performed by the bor-
rower are not eligible for compensation
under this subpart.

§§1924.263-1924.264 [Reserved]

§1924.265 Eligibility for compensation
for construction defects.

(a) To be eligible for assistance under
this subpart, the following criteria
must be met:

(1) The approval official, in consulta-
tion with the State Architect/Engineer
and/or Construction Inspector, must
determine that:

(i) The construction is defective in
workmanship, material or equipment,
or

(ii) The dwelling or unit has not been
built in substantial compliance with
the approved drawings and specifica-
tions, or

(iii) The dwelling or unit does not
comply with the Rural Development
construction standards in effect at the
time the loan was approved or the con-
ditional commitment was issued, or

(iv) The property does not meet code
requirements.

(2) The claim must be for one or more
of the following:

(i) To pay for repairs;

(ii) To compensate the owner for re-
pairs;
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(iii) To pay emergency living or
other expenses resulting from the de-
fect; or

(iv) To acquire title to property.

(3) The dwelling or unit must be
newly constructed as defined in
§1924.253 of this subpart and financed
with an insured Section 502 RH loan.

(4) The claim seeking compensation
from Rural Development must be filed
with Rural Development within 18
months after the date financial assist-
ance is granted. Defects for which
claims are filed beyond the 18-month
period must have been documented by
Rural Development in the borrower’s
case file or on the form designated by
Rural Development (available in any
Rural Development office), prior to ex-
piration of the 18-month period. For
loans made to construct a new dwelling
or erect a new manufactured housing
unit, financial assistance is granted on
the date of final construction inspec-
tion and acceptance by the borrower
and Rural Development. Claims must
be submitted by completing the des-
ignated form (available in any Rural
Development office).

(5) Any obligation of the contractor
to correct the defect(s) under a con-
tractor’s warranty must have expired,
or the contractor is responsible for
making corrections under the contrac-
tor’s warranty but is unable or unwill-
ing to do so.

(b) Subsequent owners of eligible
dwellings or units who are also Section
502 borrowers may be eligible to re-
ceive compensation for construction
defects. These owners will be notified
in accordance with §1924.258 of this
subpart. However, the claim for com-
pensation must be filed in accordance
with paragraph (a)(4) of this section
within the 18-month period established
for the original rural housing (RH) bor-
rower.

§1924.266 Purposes for which claims
may be approved.

(a) Eligible purposes. A claim may be
approved to:

(1) Pay, or reimburse the borrower
for costs already paid, to repair major
structural defects which are completed
in accordance with plans and specifica-
tions approved by Rural Development.
Repairs must be made by a reputable
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licensed contractor and a warranty
covering the repairs will be issued by
the contractor when the repairs are
completed, as prescribed in subpart A
of this part. Payment will be based on
actual cost of the development and the
borrower must provide evidence to rea-
sonably establish the development
cost. Workmanship and materials used
in repairs must be consistent with the
level of quality specified in the original
dwelling or unit specifications and/or
comparable to the items being re-
placed. Payment may be made:

(i) To cover damages which are a di-
rect result of the defect to permanent
enhancements made, such as land-
scaping, completion of unfinished liv-
ing spaces, etc., of the dwelling or unit,
installation or set-up of the unit, or re-
lated facilities, and

(ii) For costs approved by Rural De-
velopment for professional reports by
engineers, architects or others needed
to determine cause of or means to re-
pair the defect.

(2) Reimburse the borrower for funds
expended for emergency repairs. Emer-
gency repairs are those repairs nec-
essary to preserve the integrity of the
structure, to prevent damage or fur-
ther damage to personal property or
fixtures in the dwelling or unit and re-
lated facilities, or to prevent or elimi-
nate immediate health hazards. Re-
ceipts or other evidence of borrower’s
expenditures must be provided.

(3) Acquire title to the property by
the Government and, when appro-
priate, compensate the claimant for
any loss of borrower contribution at
the time the loan was closed. Convey-
ance of properties under this section
will be handled in accordance with 7
CFR part 3550.

(i) Before Rural Development accepts
a conveyance, the borrower must at-
tempt to sell the dwelling or unit in ac-
cordance with 7 CFR part 3550, if the
dwelling or unit is considered decent,
safe and sanitary as prescribed in 7
CFR part 3550. If the property is sold,
Rural Development will:

(A) Pay the borrower’s relocation ex-
penses, including temporary living ex-
penses as prescribed in paragraph (a)(4)
of this section, until another suitable
property can be located;
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(B) Pay related sales expenses, as
prescribed in 7 CFR part 3550, if the
property is sold for less than the debt
against it;

(C) Release the borrower from per-
sonal liability for the remaining Rural
Development debt; and

(D) Process an application for a new
RH loan if the borrower so desires and
is still eligible for Rural Development
assistance.

(ii) If the dwelling or unit is not con-
sidered decent, safe and sanitary as
prescribed in 7 CFR part 3550, Rural
Development should accept a voluntary
conveyance of the property under the
provisions of 7 CFR part 3550. Com-
pensation for properties taken into in-
ventory under this paragraph may not
exceed the difference between the
present market value of the security as
established by the appraisal when the
loan was made and the amount of the
Rural Development loan and any prior
liens.

(iii) A borrower contribution which
may be compensated for under this
paragraph may be such things as:

(A) A borrower’s land or cash con-
tribution,

(B) Development work done by the
borrower under the self-help program
or borrower method of construction,
the cost of which was not included in
the loan funds,

(C) Attorney fees, abstract costs or
title insurance costs actually paid by
the claimant in connection with clos-
ing the loan.

(4) Pay or reimburse the borrower for
temporary living expenses, miscella-
neous expenses, storage of household
goods and moving expenses incurred as
a result of the defect.

(i) Payment under this paragraph
may be made under either of the fol-
lowing circumstances:

(A) The property is acquired by the
Government in accordance with 7 CFR
part 3550 and Rural Development deter-
mines that the dwelling is not habit-
able and the severity of the defect(s)
prevents the property from being re-
paired and made suitable as a perma-
nent residence for the borrower.

(B) The property is not acquired by
the Government but Rural Develop-
ment determines that the dwelling is

§1924.266

not habitable or must be vacated in
order to repair the defects.

(ii) Claims for compensation under
paragraph (a)(4) of this section are lim-
ited as follows:

(A) Compensation may be granted for
temporary living expenses for not more
than 45 calendar days per claim unless
a longer period is authorized by Rural
Development. Compensation will be
paid for actual cost to the claimant not
to exceed the Government per diem
rate for the area where the borrower’s
dwelling or unit is located. Reimburse-
ment may be claimed for expenses such
as food, lodging, laundering, etc.,
which would not have been incurred
had the claimant remained in the
house.

(B) Compensation may be granted for
actual miscellaneous expenses not to
exceed $500 to cover such items as util-
ity connect and disconnect fees.

(C) Compensation may be granted for
moving and storage expenses not to ex-
ceed $5,000 unless authorized by Rural
Development and not to exceed the ac-
tual cost of moving the claimant
household with personal belongings a
distance of not more than 50 miles
from the original residence. Compensa-
tion for storage expenses may not ex-
ceed that amount paid to store house-
hold furnishings for 45 days.

(D) A strict accounting of the use of
such funds must be maintained by the
borrower and will be verified by Rural
Development.

(5) Compensate the claimant for rea-
sonable interest paid on loans obtained
for the sole purpose of correcting struc-
tural defects or other approved pur-
poses under this section.

(b) Ineligible purposes. Compensation
will not be granted for:

(1) Completion of a dwelling or unit
or installation of materials/items re-
quired under the construction contract
and/or specifications.

(2) Defective items which were not
completed under the contract method
or under the conditional commitment
and supported by a builder’s warranty.
Work performed under the borrower
method or self-help program without a
warranty by a responsible party is not
eligible for compensation.

(3) Damage caused by defective de-
sign, workmanship, or material in
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making enhancements to or remod-
eling the dwelling or unit or related fa-
cilities which were not financed or ap-
proved by Rural Development.

(4) The loss of past, present or future
wages or salary directly or indirectly
resulting from the defect.

(5) Treatment for physical or psycho-
logical damages including medical and
dental claims.

(6) Death benefits or funeral ex-
penses.

(7) Damages encountered as a result
of war, civil disorder, flood, tornmado,
lightning, earthquake or acts of nature
which the structure was not designed
to withstand.

(8) Damages resulting from the home-
owner’s negligence or failure to prop-
erly maintain the property.

(9) Damage to personal property.

[66 FR 40241, Aug. 14, 1991, as amended at 67
FR 78327, Dec. 24, 2002]

§§1924.267-1924.270 [Reserved]

§1924.271 Processing applications.

An application for compensation for
construction defects shall be submitted
by the claimant to Rural Development
on the designated form. The applica-
tion shall be completed in its entirety.
All structural defects and claims for
which compensation is sought will be
listed. Borrowers will be told not to
incur any expenses for repairs or tem-
porary living expenses, except for
emergency situations, until funds have
been allocated and the request has been
approved under §1924.273 of this sub-
part.

§1924.272 [Reserved]

§1924.273 Approval or disapproval.

(a) Claimants will be notified in writ-
ing of the decision on the claim within
60 days of the date the designated form
is signed by the borrower. If the claim
or any part of the claim is denied at
any level, the claimant will be in-
formed in writing of the reason(s) for
the denial and advised of appeal rights
in accordance with 7 CFR part 11.

(b) [Reserved]

[66 FR 40241, Aug. 14, 1991, as amended at 67
FR 78327, Dec. 24, 2002]

7 CFR Ch. XVIIlI (1-1-24 Edition)

§1924.274 Final inspection.

Except for emergency repairs, all re-
pair work must be performed in accord-
ance with subpart A of this part. In all
cases, Rural Development will make a
final inspection of the repair work per-
formed before final payment is made
for the work.

§1924.275 [Reserved]

§1924.276

If Rural Development pays for cor-
rection of construction defects which
are the responsibility of the con-
tractor, debarment proceedings will be
initiated against the contractor in ac-
cordance with subpart M of part 1940 of
this chapter (available in any Rural
Development office), even if the con-
tractor has gone out of business, de-
clared bankruptcy, cannot be located,
etc. The debarment will be pursued in
both the contractor’s company name
and the principal parties as individ-
uals, and any successor entities, if
known. If the manufacturer of the de-
fective product is determined to be
solely responsible, no action will be
taken against the contractor. In such a
case, debarment will be initiated
against the manufacturer. An assign-
ment of the borrower’s claim against
the contractor or other party will be
obtained if it appears to the approval
officials, with any necessary advice
from the Office of the General Counsel,
that recovery is reasonably possible.

§§1924.277-1924.299 [Reserved]

§1924.300 OMB control number.

The reporting and recordkeeping re-
quirements contained in this regula-
tion have been approved by the Office
of Management and Budget (OMB) and
have been assigned OMB control num-
ber 0575-0082. Public reporting burden
for this collection of information is es-
timated to vary from 15 minutes to 2
hours per response, with an average of
.28 hours per response including time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and com-
pleting and reviewing the collection of
information. Send comments regarding
this burden estimate or any other as-
pect of this collection of information,

Action against contractor.
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including suggestions for reducing this
burden, to Department of Agriculture,
Clearance Officer, OIRM, room 404-W,
Washington, DC 20250; and to the Office
of Management and Budget, Paperwork
Reduction Project (OMB #575-0082),
Washington, DC 20503.

PART 1925—TAXES

Subpart A—Real Estate Tax Servicing

Sec.
1925.1
1925.2

General.
Definition of tax.
1925.3 Servicing taxes.
1925.4 Servicing delinquent taxes.
1925.5-1925.50 [Reserved]

AUTHORITY: 5 U.S.C. 301; 7 U.S.C. 1989; 42
U.S.C. 1480.

SOURCE: 57 FR 36590, Aug. 14, 1992, unless
otherwise noted.

EDITORIAL NOTE: Nomenclature changes to
part 1925 appear at 80 FR 9876, Feb. 24, 2015.

Subpart A—Real Estate Tax
Servicing

§1925.1 General.

This Instruction applies to borrowers
with Rural Rental Housing (RRH),
Rural Cooperative Housing (RCH),
Labor Housing (LH),and Non-Program
(NP) loans secured by real estate. It
also applies to section 502 and section
504 Rural Housing borrowers (Single
Family Housing (SFH)) who also have a
Farmer Program Iloan. It does not
apply to borrowers who have a SFH
loan only; those will be serviced under
7 CFR part 3550. Borrowers are respon-
sible for paying taxes on the real estate
security to the proper taxing authori-
ties before taxes become delinquent.
This obligation is set forth in the secu-
rity instrument securing the loan. This
subpart is inapplicable to Farm Service
Agency, Farm Loan Programs.

[67 FR 36590, Aug. 14, 1992, as amended at 67
FR 78327, Dec. 24, 2002; 72 FR 64122, Nov. 15,
2007]

§1925.2 Definition of tax.

For the purpose of this instruction,
the word ‘‘tax’ means all taxes, assess-
ments, levies, irrigation and water
charges or other similar obligations
which are or will, on nonpayment, be-
come a lien upon the real estate prior

§1925.4

to the mortgage securing the Agency
loan.

§1925.3 Servicing taxes.

(a) The County Supervisor will be re-
sponsible for ascertaining that all
mortgaged real estate is listed properly
for tax purposes.

(b) The County Supervisor will be re-
sponsible for taking all actions in con-
nection with taxes as may be necessary
to protect the Government’s security
interests. Any unusual situations that
may arise with respect to tax servicing
should be referred to the State Office
for consideration.

(¢c) The County Supervisor will en-
courage each borrower to pay taxes
promptly in order to avoid any pen-
alties. Normally, this can be accom-
plished through routine servicing of
loans by emphasizing the advantages of
setting aside sufficient income to meet
tax obligations when they become due.
Taxes will be adequately budgeted for
those borrowers with whom Form RD
431-2, “Farm and Home Plan,” is devel-
oped. Each borrower will be encouraged
to notify the County Supervisor when
he has paid his taxes. After the delin-
quent date, it will be necessary for the
County Supervisor to determine the
borrowers whose taxes are delinquent.
The Multi-Family Housing Information
System (MFIS) will be used in posting
servicing actions on delinquent taxes.

[67 FR 36590, Aug. 14, 1992, as amended at 69
FR 69104, Nov. 26, 2004]

§1925.4 Servicing delinquent taxes.

(a) The County Supervisor will con-
tact each borrower with a delinquent
tax and make every practical effort to
have him pay the tax with his own
funds. He will use the Management
System Card for follow-up of delin-
quent taxes. If the delinquent tax is
not paid and the borrower comes to the
office with proceeds for application on
the Agency account secured by the real
estate, the County Office personnel will
endeavor to get the borrower to use the
proceeds to pay the delinquent tax. If
the amount of the delinquent tax is
less than the amount of the proposed
payment, the difference will be applied
on the Agency account in accordance
with the policy outlined in subpart A
of part 1951 of this chapter.
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