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§3550.64

locality. Subject to the following, this
limit is based on cost data plus the
market value of an improved lot, or the
State Housing Authority limits, which-
ever the State Director determines
most appropriately reflects the value
of modest housing for the area:

(i) The cost of the structure is based
upon the cost to construct a modest
home and is obtained by RHS from a
nationally recognized residential cost
provider.

(ii) The market value of an improved
site (without the dwelling) is based
upon current sales data for typical
housing sites and reasonable and typ-
ical costs of site improvements.

(iii) The applicable State Housing
Authority limit will only be considered
if it is within 10 percent of the cost
data plus the market value of an im-
proved lot.

(iv) The area loan limit may not ex-
ceed the applicable local HUD section
203(b) limit.

(v) All area loan limit data will be
updated at least annually and is avail-
able in any Rural Development office.

(2) The maximum loan limit cal-
culated under paragraph (a)(1) will be
reduced in the following situations:

(i) When the applicant owns the site
or is purchasing the site at a sales
price below market value, the market
value of the lot will be deducted from
the maximum loan limit, and

(ii) When an applicant is receiving a
housing grant or other form of afford-
able housing assistance for purposes
other than closing costs, the amount(s)
of such grants and affordable housing
assistance will be deducted from the
maximum loan limit.

(3) The maximum loan limit for self-
help housing will be calculated by add-
ing the total of the market value of the
lot (including reasonable and typical
costs of site development), the cost of
construction, and the value of sweat
equity. The total of these three factors
cannot exceed the limit established in
paragraph (a)(1) of this section.

(b) Market value limitation. (1) The
market value limitation is 100 percent
of market value for existing housing
and for new dwellings for which RHS
will receive adequate documentation of
construction quality and the source of
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such documentation is acceptable to
RHS.

(2) The market value limitation is 90
percent of market value for new dwell-
ings for which adequate documentation
of construction quality is not avail-
able.

(3) The market value limitation can
be increased by:

(i) Up to one percent, if RHS makes a
subsequent loan for closing costs only,
in conjunction with the sale of an REO
property or an assumption.

(ii) The amount necessary to make a
subsequent loan for repairs necessary
to protect the Government’s interest,
and reasonable closing costs.

(iii) The amount necessary to refi-
nance an existing borrower’s RHS
loans, plus closing costs associated
with the new loan.

[61 FR 59779, Nov. 22, 1996; 61 FR 65266, Dec.
11, 1996, as amended at 67 FR 78330, Dec. 24,
2002]

§3550.64 Down payment.

Elderly families must use any net
family assets in excess of $20,000 to-
wards a down payment on the property.
Non-elderly families must use net fam-
ily assets in excess of $15,000 towards a
down payment on the property. Appli-
cants may contribute assets in addi-
tion to the required down payment to
further reduce the amount to be fi-
nanced.

[73 FR 49593, Aug. 22, 2008]
§3550.65 [Reserved]

§3550.66 Interest rate.

Loans will be written using the appli-
cable RHS interest rate in effect at
loan approval or loan closing, which-
ever is lower. Information about cur-
rent interest rates is available in any
Rural Development office.

[67 FR 78330, Dec. 24, 2002]

§3550.67 Repayment period.

Loans will be scheduled for repay-
ment over a period that does not ex-
ceed the expected useful life of the
property as a dwelling. The loan repay-
ment period will not exceed:

(a) Thirty-three years in all cases ex-
cept as noted in paragraphs (b), (c), and
(d) of this section.
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