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§3555.203

development within 180 days of loan
closing. If the borrower will be com-
pleting the planned development on an
existing dwelling without the services
of a contractor, the requirement for an
executed contract is waived when all of
the following conditions are met:

(1) The estimated cost to complete
the work is less than 10 percent of the
total loan amount;

(ii) The escrow amount is less than or
equal to $10,000; and

(iii) The lender has determined the
borrower has the knowledge and skills
necessary to complete the work.

(5) The lender may release escrowed
funds only after obtaining a final in-
spection report acknowledged by the
borrower and indicating all planned de-
velopment has been satisfactorily com-
pleted.

(6) The lender remains responsible to
ensure a final inspection is performed
and required repairs are completed.

(7) The settlement statement reflects
the amounts escrowed.

§3555.203 Ownership requirements.

After the loan is closed, the borrower
must have an acceptable ownership in-
terest in the property as evidenced by
one of the following:

(a) Fee-simple ownership. Acceptable
fee-simple ownership is evidenced by a
fully marketable title with a deed vest-
ing a fee-simple interest in the prop-
erty to the borrower.

(b) Secured leasehold interest. Lioans
may be guaranteed on leasehold prop-
erties. If the conditions in this sub-
section are met:

(1) The applicant is unable to obtain
fee simple title to the property;

(2) Such leaseholds are fully market-
able in the area, except in the case of
properties located on American Indian
restricted land;

(3) The lease has an unexpired term
of at least 45 years from the date of
loan closing, except in the case of prop-
erties located on American Indian re-
stricted land where the lease must
have an unexpired term at least equal
to the term of the loan. Leases on
American Indian restricted land for pe-
riod of 256 years which are renewable for
a second 25 year period are permissible
as are leases of a longer duration;
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(4) The mortgage must cover both the
property improvements and the lease-
hold interest in the land;

(6) The leasehold estate must con-
stitute real property, be subject to the
mortgage lien, be insured by a title
policy, be assignable or transferable
and cannot be terminated except for
nonpayment of lease rents; and

(6) The lease must be recorded in the
appropriate local real estate records.

§3555.204 Security requirements.

Rural Development will only guar-
antee loans that are adequately se-
cured. A loan will be considered ade-
quately secured only when all of the
following requirements are met:

(a) Recorded security document. The
lender obtains at closing, a mortgage
on all required ownership and leasehold
interests in the security property and
ensures that the loan is properly
closed.

(b) Prior liens. No liens prior to the
guaranteed mortgage exist except in
conjunction with a supplemental loan
for transfer and assumption. The guar-
anteed loan must have first lien posi-
tion at closing. Junior liens by other
parties are permitted as long as the
junior liens do not adversely affect re-
payment ability or the security for the
guaranteed loan.

(c) Adequate security. Existing and
proposed property improvements are
completely on the site and do not en-
croach on adjoining property.

(d) Collateral. All collateral secures
the entire loan.

§38555.205 Special requirements for
condominiums.

Loans may be guaranteed for condo-
minium units in condominium projects
that meet all the requirements of this
part, as well as the standards for con-
dominium standards established by
HUD, Fannie Mae, VA, or Freddie Mac,
including those related to self-certifi-
cation, warranty, underwriting, and in-
eligible condominium projects.

§3555.206 Special requirements for
community land trusts.

A community land trust must meet
the definition in accordance with
§356565.10 and other requirements de-
scribed in this subpart. Loans may be
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guaranteed for dwellings on land owned
by a community land trust only if:

(a) Rural Development review. Rural
Development reviews and accepts any
restrictions imposed by the community
land trust on the property or applicant
before loan closing. The Agency may
place conditions on the approval of re-
strictions on resale price and rights of
first refusal.

(b) Foreclosure termination. The com-
munity land trust automatically and
permanently terminates upon fore-
closure or acceptance by the lender of
a deed in lieu of foreclosure.

(c) Organization. The organization
must meet the definition of a commu-
nity land trust as defined in the Hous-
ing Act of 1949 and the following re-
quirements:

(1) Be organized under State or local
laws.

(2) Members, founders, contributors
or individuals cannot benefit from any
part of net earnings of the organiza-
tion.

(3) The organization must be dedi-
cated to decent affordable housing for
low-and moderate-income people.

(4) Comply with financial account-
ability.

(d) Lender documentation. The lender’s
file must contains documentation that
the community land trust has commu-
nity support, local market acceptance
and 2 years of prior experience in pro-
viding affordable housing.

(e) Appraisals. A property located on
a site owned by a community land
trust must be appraised as leasehold
interest and meet the provisions of
§3555.203.

§3555.207 Special requirements for
Planned Unit Developments (PUDs).

Loans may be guaranteed for PUDs
that meet all of the requirements of
this part, as well as the criteria for
PUDs established by HUD, VA, Fannie
Mae, or Freddie Mac.

§3555.208 Special requirements for

manufactured homes.

Loans may be guaranteed for manu-
factured homes if all the requirements
in this section are met.

(a) Eligible costs. In addition to the
loan purposes described in §3555.101,
Rural Development may guarantee a

§3555.208

loan used for the following purposes re-
lated to manufactured homes when a
real estate mortgage covers both the
unit and the site:

(1) Purchase of a new manufactured
home, transportation, permanent foun-
dation, and installation costs of the
manufactured home, and purchase of
an eligible site if not already owned by
the applicant; and

(2) Site development work properly
completed to HUD, state and local gov-
ernment standards, as well as the man-
ufacturer’s requirements for installa-
tion on a permanent foundation.

(b) Loan restrictions. The following
loan restrictions are in addition to the
loan restrictions contained in §3555.102:

(1) A loan will not be guaranteed if it
is used to purchase a site without also
financing a new unit.

(2) A loan will not be guaranteed if it
is used to purchase furniture, including
but not limited to: movable articles of
personal property such as drapes, beds,
bedding, chairs, sofas, divans, lamps,
tables, televisions, radios, and stereo
sets. Furniture does not include wall-
to-wall carpeting, refrigerators, ovens,
ranges, washing machines, clothes dry-
ers, heating or cooling equipment, or
other similar items.

(3) A loan will not be guaranteed to
purchase an existing manufactured
home and site unless:

(i) The unit and site are already fi-
nanced with an Agency direct single
family or guaranteed loan;

(ii) The unit and site are being sold
by Rural Development as REO prop-
erty;

(iii) The unit and site are being sold
from the lender’s inventory, and the
loan for which the unit and site served
as security was a loan guaranteed by
Rural Development; or

(iv) The unit was installed on its ini-
tial installation site on a permanent
foundation complying with the manu-
facturer’s and HUD installation stand-
ards.

(4) A loan will not be guaranteed for
repairs to an existing unit, unless the
unit meets the requirements of
§3555.208(b)(3).

(5) A loan will not be guaranteed for
the purchase of an existing manufac-
tured home that has been moved from
another site.
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